Group Savings and Loan (GS&L)

CARE International in Kenya (CIK) has initiated Group Savings and Loan (GS&L) that is a community managed micro finance (CMMF) based on the MMD methodology, whose approach is to target economic resiliency to micro entrepreneurs.
The basic principle of GS & L is that members of a self-selected group form a GS&L association and save money in the form of shares.  Members contribute regularly to a fund, which is governed by the group itself. Members can save at a rate matched to their capacity, thus lowering the threshold of entry for the poor.  The core of the model is investment of the savings into a loan fund from which the members can borrow, repaying with a service charge.  The members can take out loans at times and in amounts that are closely aligned to their actual needs and opportunities.  Such lending allows the members to earn substantial interest on their savings contributions.  The cycle of savings and lending is time bound.  At the end of an agreed period, up to one year, the accumulated savings and service charge earnings are shared out amongst the membership in proportion to the amount that each member saved throughout the cycle and interest earned.  
The approach promotes saving first and credit/loans second. It also provides a low risk investment vehicle (with a monthly return of around 10%) as the lenders also have contributed to the loan fund, thus providing collateral for any of their loan defaults.  The approach also functions as a business incubator by linking, informing, sharing information and inspiring the more cautious or inexperienced with peers and neighbours within the group who are natural and experienced micro-entrepreneurs operating in the same environment and constraints
CIK implements GS&L projects in four provinces in the country (Nyanza, Western, Nairobi and North Eastern) which includes Kibera slums and the Refugee camps in Dadaab.

Target Group.
The program targets both potential and existing micro entrepreneurs.  These are the poorer sections of the economically active population in the rural areas, who cannot access credit easily from the commercial banks and the conventional micro financial institutions.

A typical GS&L client is a rural subsistence farmer / fisherman / micro entrepreneur and often tends to have a range of different activities, in combinations that may vary over time and capital for business is accumulated mostly from personal savings.

