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Facilitator or Group Leaders Guide 

 

OBJECTIVE 

To provide insight into various options for funding individual 

or group trading activities after training 

Aid for Trade is committed to encouraging and assisting Community Driven 
Development (CDD) and ‘self help’ groups of adults or young people 

 

Our Workstart Self Help Group programme includes a savings programme 
for members to help start trading enterprises  

This guide will introduce most of the various ways to raise funding to assist 
income generating activities 

It can be used by a Facilitator  to advise families or individuals to help select 
the most suitable method or methods of raising funds, or by any Group 
leaders for guidance to help their groups decide the best way forward 
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Disclaimer: 

We always do our best to provide helpful information, but cannot take responsibility should any 
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OBJECTIVE 

Many trading activities require some amount of money to start or grow. This 
paper introduces the many options that can be considered to help raise 
sufficient funding in the most effective way for any small trading enterprise 

 

INTRODUCTION 

After receiving training for income generating trade, groups or individuals 
often find they need to raise funding to start, or grow trading activity.   

It is important to contribute as much as possible personally or as a group  to 
a start up, which many funders expect to see 

 
In general we recommend starting any income generating 
activity as small as possible, needing the minimum amount of 
money -  whilst thinking big!  Some income generating 
activities can be started without funding – see our website          
(Control + click: Start ups needing little or no money ) 

The most common form of funding is by taking loans, which have to be 
repaid, usually with interest, but there are other possibilities which should be 
considered first: 

Possible Sources of funding 

http://www.aidfortrade.info/downloads/Opportunties%20Needing%20No%20Money%20%20to%20Start.pdf


 
 

 
 

 
____________________________________________________________________________ 

 

Issue A . August 2017                                                                                                                             Page 5 of 52                                                                              
 

 

It is vital before seeking funding that plans are realistic and the amount of 
money needed is as low as possible, especially if funding is to be by loan!  

Money may be needed for equipment, materials to process, seeds or to buy 
stock to sell.   Careful investigation is needed into these costs and if possible 
several supplier options should be found and recorded  

There is a big difference in the ability to find funding for a new start and 
money needed to help an established trading enterprise to grow – funding a 
new start is much higher risk for funders – which is the key reason why banks 
and many MFIs (Microfinance Institutions) will not help fund start ups, at least 
not without security (That is called ‘collateral’ and means property, land or 
other things you own that could be taken by the lender if the loan is not 
repaid!) 

We want to encourage all start up owners to view taking loans only as a last 
resort!  

In general an established trading activity is considered lower risk and 
therefore often much easier to fund 

 

We want to encourage consideration of donations, grants or if a formal group, 
share issues ahead of loans! 

The size of the trade development group, levels of literacy and education and 
the existence of any local microfinance institution or credit union which can 
be joined by the group, or its members, will affect any decision on the need 

for a Group to start its own savings and loan association.                            
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The options for funding need to be very carefully considered by the Facilitator 

or Group leader/s 

When planning an investment (such as 
starting a small business), it is extremely 
useful to know what the village/group can do 
on its own and where outside support is 
needed. Often, the simple realization of 
one’s own strengths and shortcomings is 
enough to get development moving again 
without creating dependence on external 

assistance. 

Analysing an individual/group/village’s internal Strengths and Weaknesses 
and the Opportunities and Threats, which may come from outside, can help 
in deciding what needs to be done. This is often called SWOT analysis from 

the first letter of each word. Strengths and weaknesses include such things 
as what the group or individuals in it are good at (strengths), or not good at 
(weaknesses). They are the things that are within the control of the individual 

or group. 

Opportunities and threats are those issues which are outside the control of 
the group or individual but will still have an effect either positively or 
negatively. For example, a new road being built may give better market 
access (an opportunity) or new laws may make it more difficult to start a 
business (a threat). In some cases a change may be both a threat for some 
reasons and an opportunity for others. 

If a self help Aid for Trade Workstart group is to be started its members could 
agree that all their savings will be used to fund trading activities.  
See link: Workstart Programme Savings Association  
 

 

 

 

 

 

 

 

 

http://www.aidfortrade.info/training-programmes#category102
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1. TRADE FUNDING WITHOUT TAKING LOANS 

  

1.1 Donations  

 
With a good plan showing clearly what the money is to 
be used for and if the amount needed is not large, 
donations might be sought from  family or friends, 
possibly in return for services or help provided. 
 

Community fun events, sports, arts, singing, dancing or music competitions, 
or film nights  can  be a source of donations and can help build awareness of 
the trading enterprise in the community but such events may need much time 
and effort to raise a relatively small amount of money.  
 

Informal fundraising events can start at the very earliest stages of a project 
and can be carried out while the business plan is being prepared.  

 

Advantages of Donations 
 

 Donations are “Free” money which does not have to be 
repaid – but it would be  good to let those who have 
donated know how the enterprise is progressing! 

 

 Inclusive – many people can give a little something 
 

 Free from regulation and paperwork 
 

 Small donations can help in the  early stages of a new 

enterprise 
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Disadvantages of Donations 
 

 Unpredictable results and requires great 

imagination and enthusiasm 

 Small amounts raised at a time 
 

 Donation fatigue can set in if the project relies on too 

many money raising events 
 

 Great deal of forward planning required 
 

 Takes time and energy possibly better spent 

elsewhere 

 

 

1.2   Grants 

 

Grant funding is most often only available to registered charities which does 

not have to be repaid.  However if a trading enterprise brings clear benefits to 

a disadvantaged community’s wellbeing,  grants might be raised by applying 

to suitable grant making organizations  - such as Trusts and possibly 

government or regional development programmes, which may include 

overseas aid programmes such as United Nations, US Aid, or UK D.F.I.D. 

(Via Embassies or Consulates) 

Spend some time establishing who you could apply to and  how much you 

might ask for – this will best be done using the internet 
 

Grant applications have to be well prepared and fit very 

well with what the funder wants to help, to have any  

chance of success. So a business proposal is unlikely to 

gain grant support  unless it can show clear community 

benefit such as selling water purifiers or mosquito nets  

It will help if some of the money required is already available. 

You will need detail of the problem your 

project will address, what you plan to do, how 

many people will benefit, how much money is 

needed in total and how much is being asked 

for, length of time of project, how progress 

will be monitored and if the project is to be 

ongoing how will it be funded. 

 

If seeking grants careful research will be needed to find suitable funders. 

Persistence, patience and many months of waiting and work may be 

needed, but it can be done! 
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Advantages of grants 
 

 Even small grants are worthwhile as they don’t 

have to be repaid 

 Large grants are occasionally available but require 

much more detail in the applications and in the 

level of monitoring and reporting 

 Achieving grants gives confidence in the project 

 Grants can attract publicity and generate 

excitement 

 

Disadvantages of grants 

 

 Time-consuming applications, with no assurance of success 

 Grant are most usually given to established agencies and they have 
no ‘track record’ – annual accounts may be required 

 Frequent rejections  

 Grant money is given usually with very specific conditions, with little 
flexibility 
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1.3   Shares 
 
Assuming you have the appropriate legal structure in 
place, ideally a formally registered cooperative or a 
registered trading company,  a good proportion of your 
funding can come from a community share offer. This 
can be an extremely successful way of raising a large 
amount of capital relatively quickly - far more quickly 
than the grant process, or fundraising through village 
events.  
 
Community investment empowers communities by giving members – as part-owners 
– a direct say in the success of an enterprise, encouraging them to play an active 
part in its future. Your shareholders will become your supporters, your customers, 
and may even offer help or become your staff.  
 
 

Minimum and maximum individual share investment 
needs to be  agreed and will depend on the amount 
needing to be raised 
 
Each shareholder has one vote, irrespective of the 
number of shares they have purchased. This “one-
member-one-vote” principle makes for a very 

democratic structure and allows the community share 
offer to be very inclusive. 

 

Advantages of shares 

 Speedy way of raising capital 

 Creates community involvement 

 Very useful as match funding 

 Creates good publicity 

 Democratic participation at the heart of the project 
 
Disadvantages of shares 

 Administration burden of keeping a share register 

 Project becomes answerable to shareholders 

 Paperwork has to be ‘watertight’ 

 The future business will require some liquidity (that is some money to 
be kept available for potential share withdrawals) 

 Some members of the community might be uneasy about shares, and 
would prefer to donate 
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How to launch a community share offer 

You will need to set a target for share capital in your business plan. 
 
It is vital to have written a full business plan agreed by everyone involved before you 
launch a share issue as you must  be able to offer copies to prospective 
shareholders or a special summary ‘prospectus’. 
 
As you are reaching out to your community, the prospectus needs 
to be easily understood and you will need to overcome fears if this is a first share 
issue in your community, so it is important to stress the benefits of such investment – 
explaining what a very worthwhile way of using money this is. 
 
What sort of financial incentive can there be for buying community shares? 

An annual interest can be offered to shareholders on their shareholding, if the 
business is likely to be able to support it - but it is wise to emphasise that this sort of 
payment will be at the discretion of the Management Committee  
 
Protection from a large withdrawal of shares which can put the business at risk 

There needs to be a ‘tie-in period’ for share capital, perhaps 3 or 5 years to allow an 
enterprise to get off the ground. It is wise to specify that only a certain percentage of 
share capital is withdrawable in any one year e.g. a maximum of 10% 
all share withdrawals should be at the discretion of the Management 
Committee. These measures ensure the business has a chance of establishing 
itself and at the end of the tie-in period, new shareholders can be 
sought to allow the earlier shareholders to withdraw their shares 
if necessary  

 

   

 

 

 

 

 

 

 

 

 

Community Farming Cooperatives can be funded by Share issues 
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1.4  INVESTMENT 

The principle of investment is that a donor provides some or all of the money needed 
in exchange for a share of the profits for an agreed period of years.  Investors may 
offer or even insist on providing mentoring support.  Seeking investment will not be 
suitable for very small family enterprise but might be considered by a group start up 
enterprise where quite large sums of money may be needed, or for an established 
business already growing which needs capital. 

Angel Investors 

These are wealthy individuals , who invest in a 
start-up in return for a minority share in the 
business profits. They can also be a group of 
individuals who pool in funds to invest, but they are 

basically in it for altruistic humanitarian reasons 

How angel investing works 

Angels can be approached at a start-up's ‘seed’ 
stage, when the business idea is just a concept. 
The business plan itself may be in development. 
Angels want to hear about business ideas that have the potential to generate good 
sales and profit, as well as the person behind it. When approaching angel investors it 
will help to already have good network contacts besides having the right personal 

credentials 

Benefits 

Angels are patient investors; they typically remain invested for 7-8 years. You can 
also expect quick access to funds. They review the progress regularly and may insist 

on changes to the plan using their experience 

Drawbacks 

The concept of angel funding is still developing so they may be difficult to find.            

The guidance role of business angels includes coaching as well as providing access 
to their networks  

There is an African Business Angels Network ABAN https://abanangels.org   - is 
working  helping Africans invest in Africa 

There is also Venture Capital for Africa ,( https://vc4a.com) which is a website where 
investors and entrepreneurs find each other.  

And then there is a funding platform - Funderbeam - Funderbeam markets 

 

 

 

https://abanangels.org/
https://vc4a.com/
https://vc4a.com/
https://markets.funderbeam.com/
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EBAN http://www.eban.org  seeks to strengthen the European, Middle-East and 

African startup community by fostering relationships amongst entrepreneurs and 

early-stage investors. EBAN provides educational programmes, access to seasoned 

entrepreneurs, connections with potential investors and a supportive community 

fostering cross-border and cross-network investments. 

Providing what may be seen a high risk funding is 

often described as ‘Venture capital’ or ‘Seed money’  

Keep in mind that  investors look for innovative 
business ideas which have good profitability and 
growth potential! 

 

 
 

1.5  DONATIONS THROUGH ‘ON LINE’ CROWDFUNDING. 
 

This is a relatively new but rapidly growing way of raising money by donations (Or 
loans, see page...) but it depends on access and use of the internet, to tell people 
about your project or yourself, usually with a picture and what you need money for. 
 

 
 

These public donation websites are called ‘crowdfunding websites’ such as 

 https://www.justgiving.com   www.kickstarter.com  

https://www.betterplace.org (Germany) 

 

 

 

 

 

 

 

 

 

http://www.eban.org/
https://www.justgiving.com/
http://www.kickstarter.com/
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Here is an example of social crowdfunding from ‘Justgiving’: 

 

 

  

 

 

 

 

 

 

Using Crowdfunding needs time, a good presentation and a bank 

account to which donations can be sent  The status of a crowdfunding 

application can be checked anytime, to see how much has been 

donated– but there is no guarantee of success! 

 

Crowdfunding Development Africa – a new initiative is being launched 

in 2017 called Afrikstart which has a free downloadable 70 page report  

on crowdfunding  https://afrikstart.com/report They report that: 

 

‘There were 57 active crowdfunding sources based in Africa in 2015. South Africa 
and has 21 operational crowdfunding websites. Nigeria comes second with 9  

 

 

2. TRADE FUNDING BY LOANS 

2.1 Loan Opportunities And Risks 

If it is not possible to fund the enterprise by any of the methods above, then loans 
need to be considered. 
 
If loans are necessary there should always be a very sound plan for repayment 
including interest in the agreed time  

In our AFT training we recommend starting small and avoiding taking large loans 
especially for a new start up as loans have to be repaid usually with interest, which 
can mean the trader has no personal income from all his or her hard work until the 
loan is repaid! 

However saving with others to make loans available for a variety of uses is now 
widely accepted and used 

 

 

Weʼre raising £10,000 to build a       

fit-for-purpose nursery school with a 
playground and sheltered area for the 
children of Busumbala village in the 
Gambia South Africa (See detail) 
  
(£6,183 raised so far, by 165 supporters) 

61% 

£6,183 

raised of 

£10,000 

target by 165 

supporters 

https://afrikstart.com/report
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Loan Opportunities 
 
Microcredit is the provision of very small loans (microloans) to borrowers who 

typically lack collateral (Something owned by the borrower that can be taken by the 
lender if the loan is not repaid)   

Loans or microcredit can be generated from many different sources including a wide 
range of ‘self help’ funding groups which may well be the best opportunity 
 

 

 

 

 

 

 

 

 

 

Why not use banks?     

 

 

Banks may be a long 
distance away and 
even when accessible 
are usually unwilling to 
lend money to start up 
traders without ‘assets 
or collateral’  

(Something the borrower owns that can be used as security and is at risk of posessin 
if the loan is not repaid!)   
Banks may loan to small well established traders with a good financial record – but 
may still require collateral! 

 
Mobile phone banking  is growing rapidly but requires a phone or 
‘tablet’ with access to the internet plus an ‘App’ (App means 
‘application’ (computer programme) and a bank account so will not 
be included in this guide 

 

https://en.wikipedia.org/wiki/Loan
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Loan Risks 

Some easy sources of local funding in many communities are what are called loan 
sharks – who provide money for exorbitantly high interest rates with often severe 
incremental financial penalties if not repaid on time.  Loan sharks should never be 
used for any trading activity! 

 
 

There is always some risk of any trading activity failing, through illness, accident or 
poor planning and  failure to repay a loan can lead to serious problems and risk of 
being seen as not ‘creditworthy’ making any future loans much more difficult to obtain 

On the surface, using someone else’s money and then paying it back, later, seems 
easier Borrowing doesn’t require any long wait or immediate sacrifice. You get the 
money quickly and don’t have to worry about paying it back until later, but is it really 

the easiest or best way to fund enterprise: 

 Borrowing can be expensive: The borrower will have to pay back the loan 

itself, plus pay additional interest on the amount received. This can get 
expensive!  

 Borrowing can be risky: Since the poor are more exposed to risks caused by 

weather, income fluctuations, diseases, theft and death, they may have 
repayment problems. Suppose that after borrowing some money a family 
member becomes ill. The money may then have to be spent on medicine 
rather than on the planned investment. This will 
make repayment difficult and worsen their 
situation. 

 Borrowing can be difficult: For the above 

reasons, the poor may also have more 
difficulties in obtaining loans than would the 
rich. Lenders, whether a friend, a local 
moneylender or a bank, are unlikely to lend to 
people they think will have problems in repaying 

 Borrowing can be stressful: A loan involves a promise to repay the lender. 

Normally the full amount must be repaid within a fixed period of time, often 
with interest. Failure to repay may mean losing valuable possessions 
(jewellery, a cow, a plot of land, etc.) or one’s good reputation, being 
threatened and/or becoming more indebted by building up fines and interest 
payments 
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Before seeking a loan from any source be as sure as possible you will be able to pay 
it back in the agreed time: 
 

 
 
Note: It will be important to keep written records of the amount borrowed and when 

repayments are due and made 

 

2.2  Equipment Hire Purchase Or Rent 

If the major need for money is to buy equipment you may be able to make an 
arrangement with the supplier, sometimes done through banks,  to have the 
equipment in return for regular monthly payments which often includes some added 
interest. Hire Purchase 

 A contract to purchase over an agreed time – often 2 to 3 years, there may be 
need for  a ‘deposit’, as an  initial cash  payment  but you then pay monthly 
instalments for the equipment which you then own when all payments are 
made. Interest is likely to be added to repayments   
 

 Finance Lease    
Use the equipment for an agreed period with monthly payments - which 
means the supplier continues to own it through the lease period, after which it  
is returned, but the supplier may sell it to the user at the end of the lease 
period for a negotiated final payment 
 

 Contact Hire or Rent* 
Some equipment suppliers or specialist rental 
companies rent out equipment for a contract fee but 
this is mainly helpful for a short term – like a market 
trial, or short term need. The equipment is returned at 
the end of the rental period 

 

Note: In all cases, if the business fails or payments are not made for any other 
reason the supplier will recover the equipment  

*When fully owned plant or equipment can sometime be used to provide service to 
others, for example a small grain mill can be used to mill grain for others for a small 
charge or equipment like a tree saw or a manual crop sprayer could be rented to help 
others  
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On line reference resources: 

The biggest global microfinance information resource is: 
www.microfinancegateway.org 

This Group Savings Resource Book (FAO 2002) is a comprehensive guide to many 
savings and loan structures:           
http://www.fao.org/docrep/005/y4094E/y4094e04.htm  

 

2.3 Microfinance Institutions (Mfis) 
 

Micro Finance Institutions (MFIs)  make individual microcredit loans, without security 
(Collateral) directly to villagers, microentrepreneurs, impoverished women and poor 
families. Many MFIs are well-run with proven records of success, many are 
operationally self-sufficient. However due to the cost of managing small loans MFIs 

often charge high interest levels as high as 80% per year or even more 

There are about 12,000 microfinance institutions – the 
biggest of which is probably the Grameen bank which is in 
more than 40 countries and has about one billion 
borrowers, so many  MFIs exist in every country,.  Most 
MFIs are registered loan agencies which can access 
financial resources from the Banks to provide financial and 
support services to the poor,  to start or grow trading 
activities and may be able to help when unexpected events 

or illness requiring money occur. 

 
Interest charges 

The global average interest rate for unsecured microloans is 
reported as about 35 percent per year. (In Uzbekistan it is 
above 80 percent, and in Sri Lanka it is around 17 percent!) 

The administration of small loan sizes are the most commonly 
cited reason why microcredit rates are higher than normal 
bank rates. 

 
 

 
 
 
 
 
 
 
 
 
 

http://www.microfinancegateway.org/
http://www.fao.org/docrep/005/y4094E/y4094e04.htm
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Many Microfinance Institutions (MFIs) have been developed and run to provide 
small loans without security.  Reports say that repayment success rates are 
between 95 and 98 percent 

 

 
 
 
MFIs can be an effective tool in addressing poverty when handled ethically and 
responsibly by both the lending agency and the client 
 
 
Advantages of Loans from MFIs 
 

 Creates clearly defined debt with a repayment plan, the Business Plan will 
have had a thorough vetting if a commercial loan is sought, which will help 
ensure a sound basis for the business as it demonstrates that the 
enterprise is creditworthy 
 

Disadvantages of Loans from MFIs 

 Excessive interest rates can result in inescapable debt cycles as new loans 
are taken to pay interest on old loans 

 Accumulating unhealthy debt by irresponsibly accepting multiple loans 
from different organizations 
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2.4 Loans From Family Or Friends 

 
"If there is among you anyone in need … do not be hard-hearted or tight-fisted 
towards your needy neighbour. You should rather open your hand, willingly lending 

enough to meet the need, whatever it may be" (Bible: Deuteronomy 15.7-8). 

Giving start up loans so people can operate their own business builds self reliance 
and pride 

 

Individuals 

Individuals or families may be able to find enough money themselves to start or grow 
trading income.  Loans from relatives or friends can to be helpful – but there is need 
to be as confident as possible in being able to repay the loan and if any interest is to 
be paid this should be agreed in writing!  

Remember – start small and avoid taking loans, especially for starting a new 

enterprise, as loans must be repaid and you may have no personal income until it is 
repaid! 

Individual traders have the maximum flexibility to change and adapt, but success will 
depend on good health and a strong entrepreneurial character.   

 

Families 

If other family members are to be involved in 
running the trading activity – make sure that roles 
are clear and make the very best use of skills and 
experience.  Individual or families will probably 
work from home at least for some time 

Try to allocate a separate space for work – and 
make sure that trading money is kept separate 
from personal money. Don’t use or borrow trading 
money for personal use! 

If possible do not keep large amounts of money in your home for obvious reasons. It 
is worth a weekly trip to a bank for keeping money safe! 

 

https://biblia.com/bible/nrsv/Deut%2015.7-8
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Partnerships 

It is unlikely that any one person has all the skills needed at least initially,  to build a 
successful trading activity, so if no family members are available to help, there could 
be merit in exploring if you can find trustworthy  friends with complementary skills 
who would join you in a partnership. 

 

It would be important to write down agreed details of any partnership clearly stating 
who will do which tasks 

 

   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Farming edible snails Ghana 

Village jam and sauce 

production partners Nigeria 

Mountain honey partnership Albania 

(Shkrel District Farmers Association) 
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3. TRADE FUNDING BY SAVINGS AND LOAN ASSOCIATIONS 

 

3.1 Saving and Loan Groups   

Why people save                                                                             

 

Most people try to save money even if it is only possible in 

small amounts so they can:  

 

 Prepare for future emergencies or risks  
 Saving when possible to use during difficult 

periods. 
 Educating children. 
 Prepare for old age or disability. 
 Start a new trading business or expand an existing one 

 Fulfil social and religious obligations (marriage, funeral). 

Benefits of Saving in a Group 

There are three key benefits that a savings group’s social structure creates: 
 

1. Disciplined Saving:  Involvement in a group 
forces members to set savings goals and meet 
them each month. Maintaining this level of 
discipline is much more difficult as an 
individual, making group membership more 
appealing. 

 
2. Increasing the Strength of Social 

Networks:  Working together towards the 
same financial goal as part of a group that 
meets each month creates strong bonds which 
can to create other opportunities for the group 
or themselves.                     

 

3. It’s Fun:  It is important not to forget the human 
aspect of informal savings groups.  Groups are 
formed with trusted friends or family and can 
often be a perfect excuse to get together once 
a month to socialize.  
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A comprehensive paper on savings and loan – published by the FAO: 

 

     Internet link: Food and Agriculture Organization 

 
Informal Savings and Loan Groups   

 
 
 
 
 
 
 
 
 

An informal savings group is a social organization, formed to help community 
members save and borrow money for specific purposes  
 
As informal savings groups have been around for hundreds of years there are 
inevitably many different forms but the principles are the same – to help members 
meet their needs by accumulating money, which may be taken as a loan or as short 
term credit 

 
 
The two most common examples are Rotating Savings and Credit Associations 
(ROSCAs) or Accumulated Savings and Credit Associations (ASCAs). 
 
 
 
The difference between ROSCA and ASCA structures are 

. 

 

 
 

 

 

 

 

http://www.fao.org/docrep/005/y4094E/y4094e04.htm
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Formal Savings and Loan Groups 

  
These are larger and usually need to register with 
regional or national authorities from which they receive 
guidance and some measure of control 
Two most widely used formal Groups are SACCOS 
(Savings and Loan Cooperative  Societies) and Credit 
Unions both usually establish their own premises 
 
 

 

SACCO’S (Savings and Credit Cooperative Societies) 

Training for starting a SACCO link: Sacco training 

A Sacco is owned, managed and run by its members who have a common bond or 

interest.  
 Most SACCOs are managed by a professional management team, which 

reports to a committee elected by members annually 

 SACCOs require a minimum monthly contribution from members. This instils a 
saving discipline. 

 The money isn’t accessible to the member unless they choose to withdraw 
from the SACCO or take out a loan. This protects the savings and 
prevents impulsive spending of cash saved. 

 Savings in a SACCO do not attract normal bank charges. 
 Interest paid on these savings is often higher than bank rates. 

 
Borrowing 

 
Members of a SACCO, are allowed to borrow within the limits of their savings. The 

standard is a member can borrow up to 3 times their savings, provided other 

members give him/her guarantees or they give a form of security. SACCOS have 
lower fixed interest rates than banks  
 
 
Example: A Christian led SACCO with 60,000 members in Nairobi see: 
http://ekezasacco.co.ke 
 
 
 
 
 
 
 
 
 

http://www.crc.uri.edu/download/Financial-Literacy-Training_508.pdf
http://ekezasacco.co.ke/
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Credit Unions 

Credit Unions were introduced and promoted by the Catholic 
Church in the 1940s to assist the poor in Latin America, and they  
expanded rapidly during the 1950s and 1960s, especially in Bolivia, 

Costa Rica, the Dominican Republic, Honduras and Peru. These are 
not for profit financial institutions that are owned and 
controlled by its members. They are non-profits, or non-
commercial businesses, that are collectively owned and 
managed. 

Credit Unions offer many of the same services as banks and Building Societies, such 
as savings accounts, chequing accounts (share draft accounts), loans, etc. 

Credit Unions see themselves as more “people oriented” and more for the 
community. Credit Unions are owned and run by its members, for the benefit of its 
members. 

 
A Formal Credit Union is similar in many ways to a SACCO but is less focussed on 
community needs more on the individual needs of members and their families  
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

How a Credit Union  

works for its members 
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3.2 Trade Funding Via Small Savings Groups 5- 20  

ROSCA (ROTATING SAVINGS AND LOAN ASSOCIATION) 

After Aid for Trade training Workstart or Youth STEPS 
groups may want to start trading together, or help one 
another to start trading.  The simplest way to do this is to 
establish a ROSCA. Following are guidelines You might 
want to research on line for the type of ROSCA most 

popular in your country 

Many different names for ROSCA’s but  all  engage members in regular  saving 
cycles, often monthly and  distribute all savings to one member at a time in each 

cycle.  

ROSCA’s are also known as tandas (Latin America), partnerhand (West 

Indies), cundinas (Mexico), ayuuto (Somalia), hagbad (Somaliland), susu (West 

Africa and the Caribbean), hui (Asia), Game'ya (Middle East), kye (계) (South 

Korea),  pandeiros (Brazil), juntas or quiniela (Peru), C.A.R. Țigănesc/Roata 

(România), and arisan (Indonesia) esu (Bahamas) sou (Trinidad) Itega (Kikuyu 

Kenya), Chikola (Mijikenda Kenya) 

Chamas, Table Banking (Kenya, link: Chama's ) or Chitfunds (India link: Chit fund ) 
are modified forms of ROSCA’s and are 
very widely adopted in these countries as a 
means of saving and taking loans.     

Kenyan Chamas represents over 40% of 
Kenya's GDP mainly through agricultural 
production)  

Chamas, particularly those that are informal and unregistered, have a reputation for 
problems with governance and mismanagement.  Merry Go Round Chamas are 
subject to collapsing if one or more members collect early in the rotation, but drop out 
before the end of the rotation. 

Several chama management software applications are being developed to help 
chamas better manage their resources 
 
 

How a ROSCA works 

The ROSCA process is open and transparent and simple and does not need any 
paperwork or constitution and can help where the group is small or where literacy 

may be low  

 

 

https://en.wikipedia.org/wiki/Tanda_(association)
https://en.wikipedia.org/wiki/West_Indies
https://en.wikipedia.org/wiki/West_Indies
https://en.wikipedia.org/wiki/Susu_(savings)
https://en.wikipedia.org/wiki/Hui_(Chinese_Offline_Financing_System)
https://en.wikipedia.org/wiki/Chama_(investment))
http://en.wikipedia.org/wiki/Chit_fund
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Members of a ROSCA may meet every day, week or month and contribute a pre-
determined sum at every meeting. At each meeting (or round), the money is collected 

and given to one member. Once a member has received the collected money 
(or lump sum), s/he must continue to contribute but will not receive the lump sum 

until all the members have had a chance to receive it once. When the last member 
has received the lump sum, the group may decide to start a new cycle. This way, 

ROSCAs serve both loan and savings needs. 

The illustration below shows how a 5-person ROSCA would function. At each 
meeting, all members contribute an equal amount to make a “lump-sum” that is 
distributed at the end of the meeting. At the first meeting, Amita gets the lump sum. 
At the next meeting, Kofi receives it, and so on, until all members have received the 

lump sum once. This completes one cycle. 

 

One cycle of a 5 member ROSCA 

 
(ROSCA’s can grow to a point where the 
members decide they need a more formal structure of an ASCA) 

 

Steps 

1. Decide on what amount members can afford to contribute 

on a regular basis. 
2. How often will the group meet? Usually it is daily or weekly. 

If the meetings are infrequent, it will take too long for the 
last persons to receive their collection. This would 
discourage members. 

3. How will the collected funds be distributed? It can be done 

either by taking turns in a set order, by chance draws, or by 
bidding for it. 

4. Decide on who will organize the meetings and where they will take place (member’s 

house, local community centre). 
5. Who will keep the records? ROSCAs don’t normally require much record keeping 

since the money is redistributed as soon as it is collected, but some distribution 
methods may need record keeping. 
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Lump sum distribution methods 

The group can choose any distribution method it likes. Here are some suggestions: 

1. Each member takes the lump sum in strict turn (by age, alphabetical order of name, 
etc.), which the group decides. One way is to give the money to the person who hosts 
the meeting. The next meeting, can be at another member’s house, etc.; 

2. In order to compensate those members who received the lump sum at the end of the 
cycle, the group may decide to change the order of distribution, so that the last 
person in the first cycle will be the first to receive the lump sum in the second cycle, 
and that the first in the first round will be the last in this cycle. In the third cycle, 
members may decide to change the order again and so on; 

3. The group picks a person randomly like in a lottery draw. The person who wins 
cannot participate in the next draw, but must continue to contribute until everyone has 
‘won’ once; 

4. Members decide to give it to the person they think needs the money most at the time 

of the meeting; or 

5. The lump sum is sold to the member who is willing to pay the most for it. This 
is called an auction. The money gained from the auction is collected and 

redistributed equally to all the members at the end of the cycle. 

Here’s an example of a savings group with 3 members using the auction 
method:  
They meet once a week and their weekly contribution is 10 each. The pooled 
amount totals 30 and whoever wants to take the lump sum must offer a bid (a 
‘purchase price’). The one who offers the most, will take the lump sum minus 
the amount offered. In the following example, the lump sum was taken by Kofi, 
who offered the most (5) for it. This means that he is willing to take a lump-
sum amount of 25 (30 - 5 = 25). The price 5 is kept as an income earned for 
the group, and is only shared at the end of the cycle, when all members have 
received the lump sum once. 

 

Record keeping 

ROSCAs require very little, if any, record keeping. But it is always safe and useful to 
keep a record of the amounts collected, attendance at each 
meeting, and who received the lump sum on which date. In 
case there is a conflict between members regarding the 
procedure, or if the group decides to continue its activities, and 
begin another cycle, such records help everyone remember 

what was decided and agreed on at each meeting. 

Here’s an example of a ROSCA record book (For 
simplification, this group has only 3 members and meets once 

per week): 
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ROSCA Advantages 

 Simple process no need for constitution or rules 
 Everyone knows and trusts each other 
 Clear beginning and end 
 No record keeping skills needed (Only need is to record who has received the lump 

sum) 
 No external mediator (money lender) involved 
 No storage facility needed as money is redistributed at the same time it is collected  

 
Note: The larger the membership the bigger the collective pot, but the greater the 
temptation of default. In addition, each member must wait longer to receive the funds 

unless the frequency of meeting is also increased. 

ROSCA Disadvantages 

 Not much flexibility to meet immediate cash needs, since members receive the 
money in turns 

 Risk of default by a member who receives the lump-sum early in the cycle* 

 Periodic and equal contributions require a regular income 
 Members who receive their lump-sum towards the end of the cycle may feel they 

benefit less than those who receive it earlier 

* This risk can be minimised by giving the most trusted members the early rotations and the least 

trusted members the later rotations.  

 
 

China has some of the largest most successful ROSCAS using an auction bidding 
process for the money.  Reviewed on China Chulin Rosca's 

The 60 ROSCAs of the Chulin study circulated US $3.4 million during 
the 1970s and 1980s, or $60,000 per ROSCA, a very large sum in 
what was then a still poor though rapidly developing country. 
Participating households saved sums big enough to mechanize 
their farming and then go on to invest in homes and in off-farm 

businesses. Households involved in multiple ROSCAs – as many 
were – saw spectacular economic gains. 

 
 
 
 
 
 
 
 
 
 

https://issuu.com/dgsfresnostate/docs/paulscopy-3wm
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3.3 Trade Funding By Larger Savings Groups ( 20+) 
 
ASCA (ACCUMULATING SAVINGS AND CREDIT ASSOCIATION)  
A Workstart Group may be as many as 60 people and as they will have got to 
know one another well could decide to start their own trade funding ASCA             

 
 
ASCAs are usually called  Village Savings and Loan Associations (VSLAs), or just 
Savings and Loan Associations (SLAs) and 
they usually comprise at least 20 people 
participants who conduct regular saving and 
provide loans to members for a fixed period 
or cycle, usually 12 months, when the  group 
fund and its proceeds from interest are paid 
back to the original members..  

 

ASCAs require a constitution – see 
appendix and bookkeeping (Records of all transactions) because the members do 
not all engage in the same way.  Some members borrow while others are savers 
only, so rules and detailed record keeping are very important  In the event of non-
repayment, the group applies rules and regulations that are set in the group’s 
constitution created when the group is first formed 
 
 
Security 
A metal cash box with three locks – keys held by different people are recommended 
and the cash box is held by an appointed trusted member 

 
 
There is need for passbooks,copy of constitution, register of members, ink stamp  
and bags for money 
 
There are already  8 million members of VSLAs in Africa alone 
 
 
 
 
 

http://www.pro-savings.org/en/savings-group-revolution
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Counting and basic calculations 

 

Having members who can read, write, and count makes 
any group saving easier. Unfortunately, in many 
disadvantaged communities many people often have only 
limited skills in this area, so it is important to help basic 

numeracy if possible 

Focus first on improving functional counting skills, giving all members enough training 

to satisfactorily conduct their group saving activity. 

It’s usually easy to motivate people to learn how to count since this is a problem most 
encounter on a daily basis, at the market, when paying taxes, etc. After learning how 
to count, newly trained people will feel more confident to learn how to do simple 

calculations. 

NOTE: Teaching numeracy and literacy can be very time consuming and may not be 
practical for many group facilitators. It is often better to get good counting and literacy 
training from a local teacher, an experienced trainer or others who have experience 
in this field. If you would like to take on this role, a good resource book with exercises 
for teaching basic numeracy is the FAO ‘Figures for Bookkeeping’. 

See online: FAO Bookkeeping Numeracy Training  

 

 

 

 

 
 

 

 

 

 

 
 

 

 

 

 
 

 

http://www.ruralfinanceandinvestment.org/sites/default/files/1092383020778_Figures_for_Bookkeeping1.pdf
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3.3 Community Trade Funding 

Successful small savings groups ROSCA’s can grow to become a more formal 
ASCA (Savings and Loan Association) which can also grow and then decide to 
engage the local community in a more formal registered Savings and Loan 
structure:  

 . SACCO (Savings and Credit Cooperative) 

   CREDIT UNION 
 
SACCOs and Credit Unions are formalised structures which usually have national for 
global federations to support them 

About AACUC 
The African-American Credit Union Coalition (AACUC) was created to increase the 
strength of the global credit union community. This is a non-profit organization of 
African-American professionals and volunteers in the credit union industry. 
http://www.aacuc.org/about-aacuc  

 

 

 

 

 

 

 

For more information on types of Cooperative see the guide on our website: 
http://www.aidfortrade.info/training-programmes 

 

http://www.aacuc.org/about-aacuc
http://www.aidfortrade.info/training-programmes
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3.4. Trade Funding from On line ‘Crowdfunding’ 

. 

We have mentioned (page 10 Community Shares) the possibility to raise donations, 
from a community Inviting public contributions to any project is being increasingly 
done on line in areas where there is good internet access 

Crowdfunding websites which provide low interest loans: 

On line loans and crowdfunding 

www.lendwithcare.org  

www.zidisha.org  

www.kiva.org  (currently have 210 projects)  

Zidisha loan disbursement and repayment transactions are conducted 
via  M-PESA, a money transfer service that allows Kenyans to receive and 
send cash via mobile phone messaging. In Ghana, Rwanda and Zambia, 
funds are transferred via a similar mobile phone payment service called 
MTN Mobile Money. 

 

A Crowdfunding website loan example: 

 

     Making Perfumes and face make ups 

Betty Mutola, Zambia   

Amount sought $55;  30% Funded;  $38 still needed;             
11 days left 

Repayment frequency: weekly  Projected term: 3 months 

Cost of loan $2.77  

 

  

 

 

 

  

http://www.lendwithcare.org/
http://www.zidisha.org/
http://www.kiva.org/
http://en.wikipedia.org/wiki/M-Pesa
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APPENDIX A1 

Background and Examples of ROSCAS  

                                      (Rotating savings and credit association ) 

From: https://cfi-blog.org/2014/11/17/roscas-on-the-rebound 

 U.S. Financial Diaries research project notes that ROSCAs can be the “preferred” 
financial tool even for people using formal banks. eMoneyPool, based in Arizona, 
offers Americans the chance to join simplified online ROSCAs. There are online 
ROSCAs in India, too, and researchers from Ithaca College note that in India 
“ROSCAs remain strong despite greater financial inclusion.” Similar studies find the 
same in other developing countries and in this post we introduce the ROSCAs of 
Chulin, some of the best-structured ROSCAs on the planet. 

The renewed interest in ROSCAs is welcome. They 
are arguably the world’s most elegant, most efficient, and most 
reliable informal financial device, capable, at their best, of 
transforming the economies of whole communities, as we show 
in this blog. After years of relative neglect from proponents of 
“financial inclusion they are now getting the increasing attention 
they deserve! 

Natural immunity 

The ROSCA’s reputation is on the rise just as microcredit’s is tottering. After a 
spectacular crash in India and serious difficulties elsewhere, microcredit has been 
accused, sometimes fairly, of bad practices. Overselling of loans, harsh collection 
practices, have produced the “dark side of microfinance” – extreme repayment stress 
and grossly over-indebted clients. When profit-hungry financial centres are linked to 
some of the world’s poorest people the outcome is not always attractive. 

ROSCAs are immune to these ills. The money they circulate comes from the 
members, not from outside, guaranteeing that the volumes involved are manageable 
by the users. Not all ROSCAs charge for their loans, but when they do the price is set 
by the members, and returns to them as interest on their savings. ROSCA users are 
not pressured into borrowing, over-indebtedness is rare, and price-gouging and the 
loss of resources to outsiders simply don’t happen. 

 

 

 

 

 

https://cfi-blog.org/2014/11/17/roscas-on-the-rebound
http://www.usfinancialdiaries.org/issue3-informal
http://www.emoneypool.com/
http://www.pakinsight.com/pdf-files/ijms%203(3)%20176-185.pdf
https://cfi-blog.org/2014/08/15/300-households-for-one-year-results-of-the-kenya-financial-diaries/#more-15797
https://cfi-blog.org/2014/08/15/300-households-for-one-year-results-of-the-kenya-financial-diaries/#more-15797
http://practicalaction.org/recent-publications-1
http://media.microfinancelessons.com/resources/hulme_microdebt_SED2000.pdf


 
 

 
 

 
____________________________________________________________________________ 

 
Issue A . August 2017                                                                                                                             Page 35 of 52                                                                              
 

 

‘Rickshaw ROSCAs’ in Bangladesh  

Men driven from their villages by poverty came to Dhaka (the capital city) where the 
only work they could get was to hire a rickshaw (a bicycle-taxi), for 25 taka a day, in 
the hope to earn a net daily profit of about 80 taka (or US$2). These men, illiterate 
and new to the city, got together and devised a group saving system which has 

worked for many thousands of them. 

 Their saving method was to contribute 25 
taka a each day to a group fund which was 
kept by a trusted outsider (the shopkeeper 
where they took their tea everyday). Every 
ten days or so there was enough money in 
the pot to buy one new rickshaw, and that 
rickshaw was distributed by lottery to one 
of the members. The process continued 
until everyone had his own rickshaw. They 
learned how to arrange the number of members, each member’s daily contribution, 
and when to distribute the collection to best suit their cash flow and the price of a 
rickshaw. 

 

Criticisms of Rosca’s 

ROSCAs face four criticisms. The first is that they are inflexible, in that users can’t 
get the lump sum they need at the time they need it, and that the amount that is paid-
in each round doesn’t vary to suit the individual member. The second is that they 
cannot handle the large sums needed to propel household or village economic 
growth. The third is that they are unreliable, because early takers of the prize can 
cheat by discontinuing their deposits. The fourth is that they do not adapt easily to 
modern, more individualized livelihoods. 

But good ROSCAs avoid these limitations. Our example (Page 29) is the farmers’ 
ROSCAs in the Taiwanese village of Chulin, They used “bidding” 
ROSCAs: an auction among the members to decide who should 
take the ‘prize’ each round, with the winners’ bid over and above 
the ‘prize’ value  shared as interest by the other members.  

Flexible ROSCAs 

Members could hold more than one share each, so richer and 
poorer households could be in the same ROSCA, or participate in 
several Roscas at once! 

ROSCAS can  penetrate more deeply and more equitably into the lives and 
livelihoods of poor people than microfinance is ever likely to achieve. All we need to 
do now is to apply the same energy to promoting the ROSCA.  
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APPENDIX A2 

Constitution Guidelines for a Savings and Loan Association 

 A Village Savings and Loan Association (VSLA) is a group of people who 
save together and take small loans from those savings. The activities of the 
group run in cycles of one year, after which the accumulated savings and the 
loan profits are distributed back to members.The purpose of a VSLA is to 
provide simple savings and loan facilities in a community that does not have 
easy access to formal financial services. 
 

 A VSLA is a more transparent, structured and democratic version of the 
informal savings groups found in villages and slums in many parts of the 
developing world. The main difference is that the VSL methodology is a 
better organised and more accountable system that even the least literate, 
least influential member of the group can understand and trust. 

 
 Groups usually hold annual elections. The roles and responsibilities of the 

five-person management committee are clearly defined and highly 
decentralised. This is to encourage the participation of all members in the 
operations of the group; and, moreover, to protect the group from being 
dominated by a single individual. 
 

 Each group is composed of 15 to 25 self-selected individuals. Groups meet 
weekly and members save through the purchase of shares. The price of a 
share is decided by the group. At each meeting, every member must 
purchase between 1 and 5 shares. The share-price is set by the group at the 
beginning of the cycle and is fixed for the entire cycle. 
 

 The system is very simple; but the result is powerful. In a VSLA, savings are 
flexible across members and over time. Members do not have to save the 
same amount as each other; and they do not have to save the same amount 
at each meeting. Also, by saving more frequently in very small amounts, the 
poor can build their savings more easily; and this contributes to improving 
the security of the household. 
 

 Savings are maintained in a loan fund from which members can borrow in 
small amounts, up to three times their individual savings. Loans are for a 
maximum period of three months in the first year and loans may be repaid in 
flexible instalments at a monthly service charge determined by the group. 
 

 Each group may also have a social fund, which provides members a basic 
form of insurance. The social fund serves as a community safety net and 
may serve a number of purposes – such as emergency assistance, festivals 
and funeral expenses – for the entire community, including group members 
and non members 
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 Each group agrees upon a contribution made by all members at every 
meeting. The social fund is not intended to grow, but to be set at a level that 
covers basic insurance needs. It is not distributed back to the members at 
the end of the annual cycle, but remains a group asset. 
 

 There is no group ledger or complex system of accounts at the level of the 
group. The closing balance of the loan fund is simply counted, announced, 
remembered by all members, and noted in a notebook at the end of each 
meeting. In order to track the individual savings and loan liabilities of its 
members, VSLAs use a simple passbook that is appropriate for groups with 
limited literacy and numeracy skills. 

 
 The materials, passbooks, loan fund and social fund of the VSLA are 

maintained in a lock-box, which is safeguarded by the group box-keeper 
between meetings. The lock-box has three padlocks and the keys are held 
by three members of the group who are not members of the Management 
Committee. The system is robust and ensures that there can be no 
manipulation of the group’s passbooks or funds outside of group meetings. 

 

 
 Groups operate in annual cycles. At the end of every cycle, the accumulated 

savings plus service charge earnings are shared out amongst the 
membership according to the amount each member has saved. The annual 
share-out resolves any outstanding issues and builds member confidence. It 
is an action audit that provides an immediate verification to all members that 
their money is safe and the process is profitable. 
 

 After the share-out, members who do not wish to continue 
may leave the group and new members may be invited to 
join. Members who plan to continue to the next cycle may 
all agree to use some of their savings to make a 
contribution to the loan fund for the next cycle. This initiates 
lending activities with a useful amount of money on hand 

 

 
 When a new cycle begins, members conduct new elections, review their 

constitution and may make changes to the terms and conditions that apply to 
savings, lending and the social fund. They may, for example, agree to 
change the social fund contribution, share price and the monthly loan service 
charge. However, the share value and loan service charge can never be 
changed during the cycle. After this process the group then continues to 
operate independently in its second cycle. 
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Savings And Loan Associations Preparation  

We suggest Facilitators might like to use the training available: here 

Things to Consider 

 For ensuring safety and to avoid trouble, the group must 
give thought to where the money should be saved. The 
money can either be kept in a cash box with a 
responsible person or deposited in the nearest bank. 

 Assigning responsible numerate people  for managing 
the account is crucial. 

 Members should all have membership books where investments are recorded to 
avoid any disputes. 

 

Applicability 

Community-based savings groups are can be used almost everywhere, despite 
varying conditions in different communities. They are found both in rural as well as 
urban areas, where access to formal and affordable financial services is limited or 
lacking. 

Advantages 

 Very simple and easy to implement 

 Transparent, since all the rules and regulations are set by the members 
themselves 

 Easy access to loans without any interest or with low interest 

Disadvantages 

 Weekly group meetings might not be convenient for some members 

 The amount of the money invested is fixed and might not be appropriate for all   

      the members 

  Since the amount of saving is small, it might not be enough to invest in trading      

 start ups for some time 

 A reliable person who has basic accounting skills and who can store the 
money safely is needed – usually using three padlocks on a cash box, with 
keys held by three different people                                                                                                                

 A constitution, bookkeeper and ‘officer’ appointments are essential 

 Transparency can be difficult:  

 Possible dominance of the groups by elite members,  

 Time consuming for the members (typically weekly meetings)  

 Loan funds are limited and it takes a long time to build up capital in the groups  

 Limited types of financial services provided  

 
 
 
 
 

http://www.globalshea.com/uploads/files/peace_corps_toolkit/summary_vsla_training_guide_525.pdf
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A VSLA may need to have available for each meeting:  
 
 

 
 
 

 
 

 
 

 

 

 

 

Fines Bowl                                                                                           
     Money 

counting bowl 

     Daily 

savings tokens 

   Ink      

Stamp 

Loan  

Bag             

Social     

 fund 

 Bag             

Stamp for 

passbook,    

shares and 

savings 
Passbooks 
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             CONSTITUTION TEMPLATE FOR A SAVINGS AND LOAN ASSOCIATION 

 

A sound basis for facilitation, training for starting a  VSLA is available online: Training for a VSLA.pdf  

 

The following constitution might be adopted  
It is based on the Goshen Savings and Loan Association,  by kind courtesy of Janet Nalunga 

of the Freedom in Christ Church Uganda 
 
 
 
 
ARTICLE 1: NAME OF THE ASSOCIATION 

 

1. The name of the Association shall be the  
 ………….……………………..…………..SAVINGS & LOAN ASSOCIATION. 

 
2. The Association shall be non-partisan / non-political and shall be governed by 

this Constitution as its supreme law, subject to any regional or national legal 
obligations 

 
ARTICLE 2:  ASSOCIATION OBJECTIVES 

 
 
Objective 1:  

To unite and encourage the members of the Association to come together as 
one, establishing friendly relations amongst its members and helping fund 
individual or group trading activities 

 
Objective 2:  

1. To improve the social and economic wellbeing of its members through;  
2. Collective developments, self-help and income generating activities.  
3. Advancing loans to members for income generating activities.  
4. Sensitizing/training the members in social and economic development and 

encouraging a saving culture. 
5. Guiding members on all aspects of self-reliance and positive development.  
6. To help reduce poverty by improving livelihood income of the members. 

 
Objective 3:  
          To raise funds for the welfare and development of the Association and 
           its members through:  

1. Subscriptions from its members  
2. Mobilizing savings from its members. To instil in members a saving culture  

by encouraging them to save some money every month.  
3. Soliciting for funding from donor agencies, soft loans and raise funds in 

any legal way as may be agreed with members. 
 
 

http://www.fsnnetwork.org/sites/default/files/EA$E%20Facilitators%20Guide-VSLA.pdf
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4. Provide training to encourage development and improve trade business 

whether manufacturing or providing community services which may be in 
connection with the objectives.  

5. Investing the Association funds in low risk profitable ventures as may be 
agreed by members 

 
 
 
ARTICLE 3: LOCATION 

 

The Registered office of the Association is at …………. . 

 

ARTICLE 4: INTERPRETATION 

 

“Constitution” means this Constitution or any modifications and amendments 

thereto. 
 

“Executive Committee” means the Executive, authority of the Association. 
 

“Committee Members” mean Committee members of the Association elected by 

the General Meeting of the Association. 
 

“General Meeting” means the meeting of all registered members of the 

Association. 
                

             “Member” means a registered member of the Association 
             

              “Founder Member” mean the original subscribers to this constitution. 

 

ARTICLE 5:      MEMBERSHIP 
 

1. Membership of the Association shall consist of: 

 
a) Subscribers to this Constitution  
b) New members subsequently admitted to become members of the 

association upon fulfilling the requisite requirements as shall be established 

as per the Constitution of the Association by the Committee members.  
c) All the members of the Association shall have to pay an annual 

subscription fee and a monthly fee as shall be determined by the members 
during the General meeting.  

d) New members shall pay a registration fee which shall be determined by the 
Association during the General Meeting. 

 
 
2. An application shall be accepted for membership to the association upon the 

Committee members being satisfied that the applicant is a fit and proper person of 
any age over 18 years to join the Association. 

 
3. The Committee members may refuse to grant Membership for any reason and may 

suspend any member who does not comply with the requirements for Membership. 
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ARTICLE 6: OBJECTIVES OF THE MEMBERS 

 

Objective 1:  

To unite and encourage the members of Goshen Saving & Loan  
Association to come together as one through establishing friendly relations amongst its 

members and helping each other with social requirements and in times of crisis. 

 

Objective 2:  

To improve the social and economic wellbeing of its members through;  
a. Collective developments for members through self-help and income generating 

activities.  
b. Advancing loans to members for economic production.  
c. Sensitizing / training the members in social and economic development and saving 

culture. 

 
d. Guiding members on all aspects of self-reliance and positive development.  
e. To provide modern farming/agribusiness skills to the community with a view of 

eradicating poverty and improving livelihood of the community members. 

 

Objective 3:  

a. To raise funds for the welfare and development of the Association and its 
Members through subscriptions of its members  

b. Mobilizing savings from its members. To instil in members a saving culture by 

encouraging them to save some money every month.  
c. Soliciting for funding from donor agencies, soft loans and raise funds in any legal 

way.  
d. Carry on development and improve trade business whether manufacturing or 

otherwise which may be in connection with the objectives.  
e. Investing the Association funds in low risk profitable ventures. 
 
 
  
Objective 4:  

To exercise all powers necessary or convenient to effect any of all the objectives for  
which the Association is established. 

 

Objective 5:  

To do all or any such other things as are in the opinion of the members’ incidental, fit or  

conducive to the attainment of all or any of the objectives of the association and to  
implement, coordinate and evaluate development activities for the Association. 
 

 

Objectives 6:  

The income and the property when and however acquired shall be applied solely towards  

services actually rendered to the Association. 
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Considering the need for unity amongst the youth and adults for purposes of enhancing 

socioeconomic development, the various persons enlisted in this constitution have 
formed amongst themselves an Association with the objectives as stated in the 

Constitution herein. 
 

 

Now having resolved ourselves into an Association known as 
the……………………………………..LOAN ASSOCIATION, here assembled in the 

name of all the members. 
 
 
 

WE firmly resolve in harmony with our right to choose the means whereby we shall be 
governed in our Association within the framework. 
 
 

In sympathy with our aspirations for unity, social and economic progress and support for 
each in times of joy or sorrows, peace or turbulence amongst ourselves. 
 

DO HEREBY resolve in the name of all members for ourselves and future members that 

the proposals herein put down be adopted to form the Constitution of the Association and 
shall govern all those that subscribe to it. 

 
 

ARTICLE 7: ORGANS OF THE ASSOCIATION 
  
2. The Executive Committee 

 

There shall be an Executive Committee (herein called “the Executive”) which shall be 
the governing authority of the Association and subject to the provisions of  
this Constitution.   
 
The Executive Committee may bind the Association in contract, borrow money on 
behalf of the association and may institute, defend or settle any legal claim by or 
against the association. 

 
The Executive shall consist of:  

a. Chairperson  
b. Vice Chairperson  
c. Secretary  
d. Treasurer  
e. Three other committee members 

 
All the above office bearers shall be elected by the Members at the Annual General 
Meeting from the Membership of the Association. 
 
 
The members of the Executive shall hold office for a term of three (3) years but shall 
be eligible for re-election or re-appointment for only one more term. 
 

 

 
 



 
 

   
___________________________________________________________________________ 

Issue A August 2017                                                                                                                    Page 44 of 52 
 

The Executive shall regulate the frequency of its meetings and all procedure at its 
meetings. 

 

Removal of Executive Committee Members:  
The Executive Committee Members may be removed from office on the following 
grounds:  

a) Abuse of officer or wilful violation of any provision of this Constitution.  
b) Misconduct or misbehavior that brings or is likely to bring the office into 

hatred, ridicule, contempt or disrepute or  
c) Physical or mental incapacity that makes him or her incapable of performing 

the functions of his/her office. 

 
3. Disciplinary Committee  
 
This Committee shall consist of a number of Members as shall be determined 
Members and shall be responsible to:  

a) Mediate in any problems between or among members.  
b) Keep law and order in the association.  
c) Handle grievances of members.  
d) Give reports to the Executive Committee on any disciplinary action 

taken against a member(s). 
e) Any other duties as may be assigned by the Members or Executive 

Committee. 
 
 
 
4. Finance Committee 

 
The finance committee shall consist of the Treasurer of the Association and such a 
number of members as shall be determined by the Members and shall be 
responsible:  

a) To approve the budget and the expenditure of the association.  
b) To give financial reports and recommendations to the Members and 

to the Executive Committee  
c) Give full accountability of the Association expenditure. 
d) Any other duties as may be assigned and approved by the 

Executive Committee 

 
5. Welfare Committee 

 

The welfare Committee shall comprise of a number of Members as shall be 
determined by the Members and shall be responsible for the general welfare 
of the members of the association. 

 
6. Any other Committee(s) as shall be approved and appointed by the Members. 

 



 
 

   
___________________________________________________________________________ 

Issue A August 2017                                                                                                                    Page 45 of 52 
 

 
ARTICLE 8: POWERS AND DUTIES OF EXECUTIVE COMMITTEE MEBERS 
AND STAFF 

 
The Chairperson and Vice Chairperson:  

a) The Chairperson shall preside over all general meetings of the association 
and in his/her absence the Vice Chairperson shall preside. The Chairperson or 
Vice Chairperson shall perform such other duties as they be assigned by the 
Board Members and not inconsistent with the provisions of this constitution. 

 
b) The Chairperson shall ensure that all motions are decided by the majority of 

those present. In the event of an equality of votes, the Chairperson shall have 
a casting vote. 

 
c) The decision of the Chairperson on any question of procedure not otherwise 

provided for herein shall be final. 
  
Treasurer: 
 

The powers and duties of the treasurer shall be;  
1. To manage or cause to be managed the financial affairs of the Association in 

a competent manner.  
2. To collect and receive all monies payable to the association and to issue 

receipts and ensure that proper records are kept of all monies received and 
paid out by the association, its assets, liabilities, capital and reserves and its 
income and expenses.  

3. To ensure the safe keeping of the association’s money and securities, to have 
custody and keep in a proper manner all books of accounts of the association. 

 
4. To ensure compliance with the directives of the Executive Committee and the 

members of the Association.  
5. To ensure that all payments and expenditure by him/her are duly authorized 

and receipted for.  
6. To prepare and present to the Executive Committee a financial statement of 

the affairs of the association at the end of every quarter.  
7. To prepare annual accounts and balance sheet to be presented to the annual 

general meeting. 
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The Secretary: 
 

The duties of the secretary shall be; 
 

1. The administration of the Association.  
2. The summoning of and attendance at all meeting of the Association and 

preparation of the minutes of such meetings.  
3. The responsibility of and control over all correspondences concerning the 

association.  
4. The custody of the register of members of the association and the keeping of 

such register correct and up to date.  
5. The preparation of reports of the Executive Committee to be presented to the 

Members.  
6. The acceptance of service of any legal process on behalf of the Association.  
7. The maintenance of safe custody of records and documents of the 

association.  
8. Any other duties as may be assigned to him/her by the Executive and/or the 

Members. 

 
Any Association Employees 

 
1. The Executive Committee shall have power to appoint and dismiss paid 

employees of the Association who shall carry out such duties as the Executive 
Committee may require. 

 
2. The Association may, by special resolution duly passed at a general meeting, 

authorize the Executive, the Secretary or the Treasurer to delegate all or any 
of their duties to a competent paid officer or employee of the Association. 

 
3. The ultimate responsibility for the overall, proper and business–like 

management of the affairs of the Association shall, however, remain 
collectively with the Executive Committee. 

 
ARTICLE 9: FINANCES AND ACCOUNTS OF THE ASSOCIATION 

 
1. The funds of association shall consist of: 

 

a. Subscription by the members 

 

b. Donations and gifts. 
 

c. Surplus funds resulting from operations and income generating   
                     activities of the Association. 

 

d. Any other funds lawfully received by the Association. 
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2. The income and property of the association, however derived shall be applied 
solely towards the promotion of the objectives of the association as set forth in 
this Constitution and no portion thereof shall be paid or transferred directly or 
indirectly, by way of profit, to Members of the Association. 

 
3. The principal signatories of the association’s accounts shall be determined by 

the Executive Committee. 

 

4. If upon winding up or dissolution of the association there remains after 
satisfaction of all debts and liabilities, any property whatsoever the same shall 
be paid or distributed among the members of the association in accordance 
with their contributions. 

 
ARTICLE 10: FINANCIAL YEAR 

 

The financial years of the association shall be from the first day of January to the 
thirty-first day of December. 

 
ARTICLE 11: BOOKS AND RECORDS 
  
The Association shall keep up to date and in a proper business-like manner, such 
accounts and records as are provided for under this Constitution or as may be 
directed from time to time by the Members and in particular, it shall keep the 
following books:- 

 

1. A register of members showing in respect of each member; the name, age, 
date of application for membership, address, occupation, the date of 
admission and the date on which the person ceased to be a member. 

 

2. A minute book giving details of the proceedings at General Meetings. 

 

3. A cash book showing the details of all the monies received and all monies 
paid out in any way whatsoever by the association. 

 
4. General ledgers containing such accounts as are necessary to reflect properly 

the business of the Association. 

 

5. Such other books and records as the Executive may think fit. 
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ARTICLE 12: GENERAL MEETING 

 
1. The supreme authority of the Association shall be vested in the General 

Meeting of the members at which every member of the association shall 
have right to attend and vote on all issues. 

 
 

2. The Annual General Meeting shall be held once a year for submission, 
consideration and approval of the Annual reports and audited accounts. 

 

3. The prime duties shall be to: 

 

a. Consider, confirm or amend any of the minutes of the previous 
General Meeting.  

b. Consider and approve the audited accounts and consider the 
reports of the Executive Committee members and the reports of 
the other Committees.  

c. Elect, suspend or remove members of the executive and other 
committees.  

d. Give direction to the Executive and other Committee where 
necessary. 

e. Authorize the Executive, Treasurer or Secretary to delegate all or 
any of their duties to an officer or employee of the Association.  

f. Confirm admission or expulsion of members in accordance with 
this constitution.  

g. Appoint the Association’s auditors.  
h. Consider and approve estimates of income and expenditure for the 

ensuing year.  
i. Transact any other business for the advancement and promotion of 

the 
a. Association’s objectives. 

j. A special General Meeting shall be held:  
a. When convened by the Executive or;  
b. On requisition by at least two thirds of all the members 

stating the reasons and objectives.  
 
All business discussed or decided at the General Meeting shall be recorded in a 
minute book by the Secretary. 
 
The Secretary shall give at least fourteen days written notice of a General 
Meeting embodying the agenda. 
  
No business shall be transacted by any General Meeting of the Association unless 
the quorum of the two thirds of the members is present. Whenever a quorum is not 
present, the chairman shall adjourn the meeting and shall fix a date which shall be 
advertised in such manner as the Chairperson may direct. If at such meeting the 
quorum is again not present, the Chairperson shall declare the meeting open and 
proceed with those members present. 
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ARTICLE 13: CONDUCT OF BUSINESS 

 
1. The Executive Committee Members together with any other committee that 

shall be appointed and assigned for that purpose may make such rules, not 
inconsistent with the provisions of the Constitution, as they may deem 
necessary for the conduct of the association’s business. 

 

2. Any such rules shall be printed and be subject to the approval of the 
General Meeting of the Association and shall come into force after such 
approval. 

 
3. All votes shall be by show of hands unless a secret ballot is specially requested 

and agreed by a majority  
 

4. There shall be no voting  by proxy 

 
 
 
ARTICLE 14  AUTHORISATION TO SIGN DOCUMENTS  

 
All documents and cheques shall be signed only by the officer/s as agreed 
by the Executive Committee on behalf of the Association 

 
 
ARTICLE 15     ASSOCIATION BANKERS 

 
Bankers if used,  shall be appointed by the Executive Committee members 
and approved by the Annual General Meeting 

 
 
ARTICLE 16      CONSTITUTION AMENDMENT 
 

a. This constitution or part thereof may be amended at any time by a 
General Meeting of the Association by a resolution approved by at least 
one half of all membership 

b. No resolution under this clause however shall be valid unless notice of 
the prosed amendment is given to all members of the Association at 
least 30 days prior to the General Meeting 

 
ARTICLE 17   DISSOLUTION 
 

a. The Association may be dissolved  by a motion moved at a General 
Meeting and supported by three quarters of all the membership 

b. A formal notice for dissolution shall be served upon the Secretary of the 
Association at least three months before the meeting at which it is 
proposed to move the motion  

 
_____________________ 
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INAUGURAL MEETING OF MEMBERS 

 

We the funding members, whose names addresses and signatures are shown hereunder 
resolve to establish ourselves with effect from ……………..into an Association known as 

the 
 

…………………………………………………..SAVINGS & LOAN ASSOCIATION,  
 
 

In sympathy with our aspirations for unity, social and economic progress and support for 

each in times of joy or sorrow, peace or turbulence amongst ourselves, we do hereby 
resolve in the name of all members, for ourselves and future members that the proposals 
herein shall be adopted to form the Constitution of the Association and shall govern its 

activities by all those that subscribe to it. 
 
         Members Name                 Address                                   Signature 

 
 
 
 
 
 
Members signing to be witnessed, countersigned and dated by a local Community Leader 
 

 
________________
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                                        Appendix A3 

                                    Useful Internet Links 

                                     (Highlight the link and click and press control + click to visit website) 

Help resources for the poor in Malawi, Zambia and Zimbabwe. Local staff –  
over half of these are skilled Loan and Training Officers.  
http://www.microloanfoundation.org.uk  
 
Afrikstart is a new support programme for entrepreneurs 
https://www.afrikstart.com  

  
Credit Union Laws and Constitution: 

http://www.woccu.org/documents/Model_Credit_Union_Law_2015  

 

Agriculture Cooperatives: 
 http://www.seeplearning.org/sg-guidelines/principles 

Introduction to CBSGs (Community Based Savings Groups - Aga Khan foundation) 

https://www.youtube.com/watch?v=PGChvDWBcY8&t=146s  

Village savings and loan videos: 

Malawi video  https://www.youtube.com/watch?v=dIx6y9pwiRk  

Bangladesh https://www.youtube.com/watch?v=fXoM5tcw8TI  

Burundi: https://www.youtube.com/watch?v=ZJiEry0FRr8  

Northern Ghana: https://www.youtube.com/watch?v=if_ltlaOVQw  

FSD Zambia  
https://www.youtube.com/watch?v=b2Tn2hXBXEM&list=PLlsUaOi6fHuam0hZatT7nQK3peE_3PY27  

 

UK Model constitution for a Community owned Shop: 

http://www.broadwindsorcommunitystores.org.uk/resources/RULES-clean.pdf  

 

Possibly the most comprehensive guides to funding by saving are  published by the FAO                                                   (Food and 

Agriculture Organization):  http://www.fao.org/docrep/005/y4094E/y4094e04.htm 

and by Danish Church Development:   

https://www.dmru.org/fileadmin/Filer/Dokumenter/SLA-rapport.pdf  

 

                                                                           ________________

http://www.microloanfoundation.org.uk/
https://www.afrikstart.com/
http://www.woccu.org/documents/Model_Credit_Union_Law_2015
http://www.seeplearning.org/sg-guidelines/principles
https://www.youtube.com/watch?v=PGChvDWBcY8&t=146s
https://www.youtube.com/watch?v=dIx6y9pwiRk
https://www.youtube.com/watch?v=fXoM5tcw8TI
https://www.youtube.com/watch?v=ZJiEry0FRr8
https://www.youtube.com/watch?v=if_ltlaOVQw
https://www.youtube.com/watch?v=b2Tn2hXBXEM&list=PLlsUaOi6fHuam0hZatT7nQK3peE_3PY27
http://www.broadwindsorcommunitystores.org.uk/resources/RULES-clean.pdf
http://www.fao.org/docrep/005/y4094E/y4094e04.htm
https://www.dmru.org/fileadmin/Filer/Dokumenter/SLA-rapport.pdf
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APPENDIX A4 

Contact Us 

We do hope you find this information helpful. 

If you have any questions do please contact us on: 

office @aidfortrade.info  

www.aidfortrade.info  

 

 

http://www.aidfortrade.info/

