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Foreword
It is now increasingly being realised that savings play a key role in the advancement of poor
households. By collecting savings and using them for the purchase of productive assets as
well as for smoothening their consumption, a poor household can help itself to improve its
poverty status. The Rural Support Programmes (RSPs), beginning with the Aga Khan Rural
Support Programme (AKRSP) in 1982 realised the importance of collective savings and built
it into their social mobilisation process. As a part of the RSPs' philosophy, savings play an
role in social mobilisation and in the development of poor communities. It is through
regular savings in Community Organisations (COs) that members are able to save little by
little for their future. For the RSPs, savings have been a means of ensuring the commitment
of organised rural communities; a way of sensing their dedication towards improving their
lives and of their community as a whole in partnership with the RSPs.
Over the years, savings within the organised rural communities of the RSPs has become an
established habit and in some areas has grown to large sums, especially in the communities
present in Gilgit-Baltistan and Chitral. However, it has been realised that the savings of rural
communities are not being utilised to their full potential. In most COs savings are being
collected and deposited in bank accounts where regularly deductions are made in the form
of various bank charges. Due to this, a lot of members of COs choose to save a bare
minimum amount in order to maintain their COs membership. One of the reasons for low
saving amounts and their lack of effective utilisation has been the fact that the RSPs as a
whole have not provided CO members with specific savings products or provided them
options for improved utilisation.
The Rural Support Programmes Network (RSPN) therefore decided to bring to light this
missing link of microfinance, through this study conducted by ShoreBank International. The
study looks at the best-practices of savings and on how various RSPs along with their COs
have managed to persuade members to save high amounts. It also looks at the range of
creative ways in which savings have been utilised by COs and their members in order to
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bring benefit to the member and also in some cases to their communities as whole. It is
hoped that the study will help in spreading these examples of saving methods and their
utilisation, not only amongst the RSPs but also within other development organisations.
I would like to thank Mr. Salim Jiwani and Mr. Jamil Ahmad for their hard work in developing
this study and thus in helping to bring much-needed attention to such an important area of
development.

Shandana Khan
Chief Executive Officer
Rural Support Programmes Network
Islamabad.
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List of Acronyms
AKRSP

Aga Khan Rural Support Programme

CIF

Community Investment Fund

COs

Community Organizations, Women Organizations, Village Organizations,
Para Development Centres

CSS

Committee Savings Scheme

LSO

Local Support Organisation

MIP

Micro Investment Plan

MSS

Matching Savings Scheme

NRM

Natural Resources Management

NRSP

National Rural Support Programme

PPI

Productive Physical Infrastructure

PRSP

Punjab Rural Support Programme

PSS

Prizes Savings Scheme

RSP

Rural Support Programme

RSPN

Rural Support Programmes Network

SBI-P

ShoreBank International Ltd. – Pakistan

SRSP
TRDP

Sarhad Rural Support Programme
Thardeep Rural Development Programme

Note: All references to COs in this document include references to Community
Organizations, Women Organizations, Village Organizations and Para Development
Centres as appropriate.
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Executive Summary
All members of Community Organisations (COs), formed through the Rural Support
Programmes (RSPs), value saving services. Savings help community members to manage
risk and lower their vulnerability to external shocks. They also enable savers to become selfsufficient or at least self reliant, get by during lean times, and invest to expand their income
generating activities by responding to emerging economic opportunities at village level.
RSPN commissioned a study through ShoreBank International - Pakistan (SBI-P) to
document the existing practices of savings in the COs fostered by the RSPs and to
recommend ideas to pilot simple saving products for testing in the COs.
While reviewing available literature, prepared both as externally conducted studies and
institutional reports, SBI-P team focused on identifying saving programs' designs and social
mobilisation strategy employed to harness COs' saving potential. Based on this review the
SBI-P team designed appropriate study and survey tools to capture data from 31 COs of five
RSPs spread over several districts of Pakistan. Following is the summary of major
observations and findings by SBI-P team:
When AKRSP started its programme, savings was the only component of its development
model, based on the premise that social capital, human capital development and financial
capital formation constituted key elements for rural development. AKRSP stressed savings
by members of the Village and Women's Organisations (V/WOs) from the outset as an
investment in social organisation to build the capital base that would enable investments in
productive opportunities. At AKRSP, savings by the CO were a pre-requisite to the awarding
of a Productive Physical Infrastructure (PPI). All the other RSPs formed later on followed the
same strategy of social mobilisation; however, they could not follow the pre-requisite of
awarding a PPI grant, as they lacked grant-based funds to finance such PPIs. Most of the
RSPs had to do savings as pre-requisite to access credit and several other services. Some
development practitioners argue that AKRSP emphasized too much on savings as a tool for
social cohesion. However, what they did not do, was to consider developing a savings
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strategy that graduated from savings as a means of empowerment to target a demanddriven financial services approach for individual financial needs. Other RSPs that followed
suit, focussed on savings as a strategy for social mobilisation but none could ever design any
specific savings product for its members like a savings deposit institution does.
Majority of the active COs meet regularly on monthly basis. The CO members deposit their
montly savings in the CO meeting. The CO maintains record for savings collected during the
meetings in the CO register and members' passbooks. The amount saved is either
deposited in the CO bank account or lent to a CO member, as part of internal lending
strategy. Withdrawals from savings are allowed to CO members, but generally, it is not
encouraged because of fear of disputes in some COs. Withdrawal is allowed after passing a
resolution in CO meeting, which is then verified and approved by the RSP. Members
generally save from their income earned: by selling handicrafts, eggs, chicken, service
charges on internal lending, undertaking small trading activities and daily wages.
With a low transaction cost the RSPs' savings programme has secured individual savings.
For many people it provides first opportunity to save with the formal sector. Saving rate is
high in newly established CO for its obvious link to grants provided by the RSP as an
incentive to save. RSPs policy of preventing savings withdrawal by CO members through
provision of relatively inexpensive credit in the form of lending also encouraged savings in
the initial years.
Those COs which have accumulated higher levels of savings identified the major factors for
their achievement as: strong social mobilisation, regular in attending meetings and savings
in monthly meetings, willingness to save in small amounts, unity and trust among members
and office bearers, accuracy and transparency in record keeping, committed office bearers
and efficient use of local resources.
Those COs which ended up with low levels of savings identified major factors for their
performance as: weak social mobilisation efforts, irregular monthly meetings, low
awareness and understanding about the purpose and use of savings, project based
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approach - social mobilisation for short-term project benefits, loan defaults and savings
forfeited, households are members but do not save and lack of income opportunities in
their area.
The phenomenon of internal lending in RSPs occur only when members in a CO has
managed to collect a reasonable amount from their savings. These loans to the CO
members are generally for urgent and short-term needs. The members decide about the
eligibility and other terms of lending. Members generally believe that by lending money
internally, the group members decide flexible terms and conditions (setting the interest
rate, decide on loan instalment amount and repayment period) according to their local
context and individual capacity. This process also helps build capacity of the CO office
bearers in maintaining records of the financial affairs arising out of internal lending, ensure
cost efficiency and transparency in dealing with the members while accommodating their
needs. The money circulates rapidly in the local setting as loans are disbursed quickly and
are repaid on time.
COs that offer internal lending, initiate it by using savings as a capital pool. The RSP
experience shows that some COs charge interest on the money lent while others do interest
free lending. Interest earned through internal lending is used for different purposes by
different COs, while some use interest as capital to initiate development interventions
others distribute it to the members on a regular basis.
The advantages of internal lending are many and at most places, these are managed
efficiently and effectively. However, at few places SBI-P team noted that as the amount of
money in circulation through internal lending has increased the capacity of CO office
bearers to maintain records were deficient. The team noted that in a few places the office
bearers retained separate funds out of savings for emergencies without adequate
documentation. The concerned RSP or LSO should provide necessary trainings to these
COs.
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The SBI-P team observed in almost all the villages visited, informal savings outside the COs
platform through an informal group called committee (a form of ROSCA) is being done. The
members of such informal groups, operating at mohallah (street) level, agree to meet for a
defined period in order to save and borrow together.
Important features of these committees include - mainly dealing in financial matters, but
few specific purpose committees deal with social service issues as well. Members
contribute equal amounts at each meeting (generally, women contribute Rs. 100 to 500
monthly per member and men contribute Rs. 500-2,000 monthly per member);
distribution of accumulated funds is usually through a lottery but can also be auctioned, if
members agree. The “auction” method of distribution entails unmanageable risk for
remaining members. Every member sees every transaction during the meetings. Since no
money is retained inside the group, no records have to be kept.
Saving mobilisation to promote empowerment in the RSP approach is given considerably
more importance than the financial benefits arising out of savings by the RSPs. Indeed, for
women, savings provided the first opportunity to own an asset. SBI-P team found female
COs to be more active; they attend meetings regularly and saved more enthusiastically
than male COs. Women take a lot of pride in being members of their local COs and felt more
confident in taking their own decisions. Such female members also reported that male
members in their family gave more respect and considered their advice while making
consensus decisions in the household. They felt more secure now than before with their
own income from small business activities such as selling eggs, milk, chicken, handicrafts
and knitting. Some women said that they save by reducing their household expenses.
However, the members of WCOs where social mobilisation process was inadequate, were
found to be weak as they had very vague idea of women empowerment. They were unable
to identify income-generating opportunities. In such cases, the attitude of the male
members in the family towards them was indifferent.
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Accurate and timely record keeping is crucial for the operation of savings system. In almost
half of the COs visited by the SBI-P team, savings record was not reconciled with the
individual savings passbook of the members. At many places, no bank statements were
available; bank balances were not reconciled with the bank statements, as office bearers
were unaware of the procedure of reconciling bank balances with the CO records. There is
an urgent need to reconcile all CO saving record to bank balances and if any discrepancy
exists between them, they needed to be rectified. The understanding and educational level
of many of the current CO office bearers was very low as they were provided with
inadequate training to undertake this function. Such COs did not conduct audit of savings
records. The deficiencies mentioned above were found in those COs where social
mobilisation has been weak.
The SBI-P team found a good number of COs to be active and noted no deficiencies like the
ones mentioned above. Where LSO has been established at the Union Council level, many
of the savings functions have been delegated to the LSO staff. LSOs operating with trained
staff were performing better than others were.
Based on the observations from extensive field visits to the COs, SBI-P team recommends
launching some of the savings products to be piloted over the next few months. However,
before launching the pilot, RSPN should form a committee comprising of staff from RSPN,
respective staff member of the RSPs and possibly a member of the LSO where the pilot is to
be launched.
Three products – Committee Savings Scheme, Matching Savings Scheme and Prizes Savings
Schemes are recommended for pilot testing.
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1

Background and Objectives of the Assignment

1.1

Background

The Rural Support Programmes Network (RSPN) requested ShoreBank International (SBI-P)
to undertake a study on savings practices prevalent in selected Rural Support Programmes'
(RSPs) fostered Community Organizations (COs) and Women Organizations (WOs) in
Pakistan.
The genesis of RSPs in Pakistan goes back to the establishment of the Aga Khan Rural
Support Programme (AKRSP) in 1982. There are ten RSPs and they operate in 105 districts of
Pakistan. In 2000, RSPN was established as a support and co-coordinating organisation for
the RSPs. As of December 2009, the RSPs in Pakistan has helped rural communities to form
190,398 COs (with around one-third women COs), with over 3.303 million members in all
provinces of Pakistan, Azad Jammu and Kashmir and Gilgit Baltistan (formerly Northern
Areas). The cumulative savings of the COs is around Rs. 2.4 billions with an average savings
of Rs. 11,210 per CO or Rs. 715 per CO member. One-fifth of the total savings are saved by
the women members of the COs and around 80 percent by male members of the Cos.

1.2

Objectives of the Study

This study uses a case study approach to:
l
document the process of community savings,
l
identify

the main drivers of high or low level of savings in different community

organizations
l
its current use in the community organisations,
l
the

contribution of the community savings in the development process of rural

communities, and
l
recommend to pilot a few ideas to be implemented by the RSPs to demonstrate that

savings could be provided as a product other than the traditional manner in which
savings are retained by them
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2

Approach to the Assignment

2.1

Literature Review

SBI-P team undertook a literature review of the major concept documents and research
papers on voluntary and compulsory saving programme offered through the RSP model to
CO members. This review included review of RSP policy documents that elaborated on
finding instrument for saving practices, all efforts made in the past to discuss possibilities of
institutionalizing saving programs with the SBP and other concerned government agencies.
This phase also included a review of previously conducted assessments and survey reports
on the saving practices and or initiatives at the RSP end where savings at the community
level was the primary focus.
The documents reviewed included the following:
l
Saving programme concept documents
l
Research documents on saving programs, local and international
l
Operations manual dealing with savings programme
l
Social mobilization manual developed by RSPN (reference to saving programme)
l
Previous assessments conducted on the savings programmes

2.2

Design Study and Survey Tools

The SBI-P team in consultation with the RSPN team categorized RSPs to determine
qualitative survey tools. The tools so produced, included a comprehensive questionnaire,
assisted the consultants to identify differences and variations among the programmatic
approaches, level of maturity and understanding of the savings philosophy of the RSPs and
in effective sample creation of the COS and WOS for survey.
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2.3

Savings Programme Field Operations Review

The consultants had in-depth interaction with field operations staff to assess their
perspective of the saving programme, how much time they spent on savings mobilisation,
record keeping, savings programme monitoring, training of office bearers and educating
the clients. Focused group discussions and individual interviews were conducted with field
operations staff to capture required information pertinent to field operations.
The consultants also visited community members in meetings and individually to: assess
savings practices among communities, their savings pattern and behaviour, individual
perception about savings and its utilisation, asset creation, and explore reasons for high
and low level of savings in the target communities.
The consultants also assessed the quality of record keeping and clients' maturity about
savings and its importance in poverty reduction.
A detail questionnaire was used to collect data on clients' perspective of the savings
programme; how they view it, what benefits they had derived, what cost they were bearing
in utilizing these services and client's access to his or her savings. The consultants also made
an effort to understand pros and cons of the existing savings programme and any major
events/activities that erode saving base of clients, major drivers for savings, and interest in
collective or individual savings.
Important assessments questions were put in the questionnaire to highlight gender
sensitivities relating to saving programme. Efforts were made to identify the differences in
men and women saving patterns, behaviour, psychological and other motives to save,
factors for savings consumptions, highs and lows of savings in their respective groups.
A total of 31 COS and WOS from 5 RSPs representing three provinces of Pakistan during
February to April 2010 were visited for collection of both qualitative and quantitative data
by the SBI-P team along with the RSPN staff and accompanied by the relevant RSP staff
members during this assignment.
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SBI-P team comprised of Salim Jiwani – Head of Microfinance Practices and Jamil Ahmed –
Manager Microfinance to undertake this study.

2.4

Consultations with RSPN

Once survey findings were collected the consultant engaged RSPN staff and shared their
initial findings.

10
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3

Observations and Findings

3.1

The process of building community savings

3.1.1

Perspectives of AKRSP

When AKRSP started its operations, savings was the only component of its model, based on
the premise that social capital, human capital development and financial capital formation
1

constituted key elements for rural development . Its
strategy for capital formation was to insist that the
members save during their weekly meetings.

AKRSP gave us awareness
to enhance our income at
household level so we can

The savings programme generated considerable interest
among both men and women and, in fact, provided the
main motivation for the first women's organisations
established in the Gilgit Baltistan (formerly Northern

educate our children…..
Manager WO Awi,
Shoghore - AKRSP

Areas). At AKRSP, savings were a pre-requisite to the
awarding of a Productive Physical Infrastructure (PPI) and this fact accounted for the high
savings growth during the PPI work. Many organisations deposited a part of the first PPI
grant as part of the collective village savings, which came from the labour component.
3.1.2 Perspectives of Other RSPs
The remaining RSPs visited informed that they have followed the same strategy of social
mobilisation by focussing on savings as a key component of its development model.
However, the pre-requisite of awarding a PPI grant was not followed by the other RSPs that
were formed later on as the grant component was not available. Most of the RSPs then had
to do savings as the pre-requisite to access credit and several other services.

1

Lessons from AKRSP's Twenty Year's Experience in Micro-Finance by Maliha H. Hussein and Stefan Plateau
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Another significant change in the initial model occurred when the other RSPs started
working in the semi-urban areas. In these places, they had to form organisations at the
mohallah level instead of the village level.
3.1.3 Findings
Savings in context of AKRSP was an extremely important tool for social intermediation and
developing the grass roots capacity. Some development practitioners argue that a lot of
emphasis was placed in AKRSP approach on savings as a tool for social cohesion and felt that
AKRSP should have considered developing a savings strategy that graduated from savings
as a means of empowerment to a demand-driven financial service approach in which
2

individual financial needs were targeted .
All RSPs emphasized savings as a strategy for social mobilisation since inception but none of
them ever designed any specific savings product for its members like a formal deposit
taking institution would do.

3.2

Characteristics of savings in the community organisations

3.2.1

Major Characteristics of savings

The SBI-P team has observed the following major characteristics of savings during their
field visits:
Frequency of
meetings

Savings are made in monthly meetings of the CO; however, a
couple of COs reported fortnightly meetings.

Regularity of
meetings

Majority of the COs have regular meetings, particularly those that
are active.
Inactive COs does not save nor hold regular meetings. However,
some COs informed that wherever the LSO structure exists, the
interaction by LSO with the inactive CO has resulted them in
becoming active and regular in holding meetings

2

12

Ibid.
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Amount of savings

Every member saves according to his/her saving capacity, as there
is no pre-defined condition of the saving amount. In majority of
the COs, members save from Rs. 10 to Rs. 100 in every meeting.
Higher amount of savings are deposited by individuals in local
“Committee” and not in COs.

Savings collections

All savings are collected in CO meetings. The savings are either
deposited in the CO bank account or lent to a CO member, as part
of internal lending practice. Savings collected are recorded in
members passbook, savings register and in the Karwai register.

Savings withdrawal

Withdrawals from savings by CO members are generally allowed
but in some cases, out of fear of dispute amongst the CO
members, it is not encouraged. Such withdrawal would be
allowed after passing a resolution in CO meeting, which is also
verified and approved by the RSP. In case there is a LSO,
withdrawal first has to be verified and approved by LSO and then
by RSP.
Savings can be withdrawn for emergency needs but it may also be
replaced by emergency loans from the savings pool in some
instances. Permanent withdrawal is allowed only for health and
business purposes.

Sources of Saving

Members generally save from their income earned from
following activities:
l
Handicrafts
l
Eggs
l
Chicken
l
Internal lending
l
Small trading activities
l
Daily wages
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3.2.2 Other observations and findings
1.

At many COs, RSP staff and LSO staff attend
monthly meetings, discuss savings matters and
check CO records

2.

In most of COs, the banks have not credited
profit in the accounts of COs.

3.

Most of the banks have not dispatched bank
statements to the COs nor the COs have asked

In our CO, we implement a fine
system for different violations.
Following charges are
recovered from the members:
Late attendance – Rs. 10
Absentee member – Rs. 20
Not depositing savings – Rs. 5
Breach of smoking ban – Rs. 5

for it, as a result, the balances in CO's account

CO Ittefaq Bhula - PRSP

and bank account remain un-reconciled.
4.

Most of the CO members reported that there existed no conflict in savings records.
If any difference occurs, these are settled in CO meetings and records are corrected

5.

Few members are aware of the their last savings balances

6.

Some COs reported that their members are pleased with the savings systems at the
local levels, as it has saved them from seeking finance from the local moneylenders
who charge very high interest rates.

3.3

Drivers of Savings in the COs

The savings programme in the RSP model entails low

From small saving we invest
transactions cost and has amply secured individual savings. in our child education thus
For many people it provides first opportunity to save with we build an educated
the formal sector. Saving rate is high in newly established nation.
CO for its obvious link to grants provided by the RSP for PPIs
Members of WO Dolomuch II as an incentive to save. RSPs policy of preventing savings
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withdrawal by CO members through provision of relatively inexpensive credit in the form of
lending also encouraged savings in the initial years. CO savings are placed in bank accounts
to which the CO office bearers are co-signatory. The institutional feature of the CO helps to
reduce transactions costs for the members as only a couple of CO officer bearers are
required to transact with the banks. Since all CO members have access to loans, the risk of
default is covered by the common equity capital of the members. Higher default is
controlled by making subsequent loans conditional on repayment of earlier ones. Increase
in equity is motivated by linking CO's borrowing to its savings according to a pre-specified
ratio.
3.3.1 Drivers for High Level of Savings in the COs
Those COs who have accumulated higher levels of savings
identified the following major factors for their achievement:
l
Strong social mobilisation
l
Regular attendance at

We should reduce a cup
o f te a p e r d ay to
increase our savings.
President WO Alishba –

CO meetings

PRSP

l
Regular savings in monthly meetings
l
Willingness of members to save and save in small amount
l
Unity and Trust among members and office bearers
l
Accuracy and transparency in record keeping
l
Committed office bearers
l
Efficient use of local resources

3.3.2 Drivers for Low Level of Savings in the COs
Those COs who have low levels of savings identified the following major factors for their
performance:
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l
Weak social mobilisation efforts
l
Meeting are irregular and inactive members
l
Low awareness and understanding of savings
l
COs were mobilized to obtain short-term benefits
l
Loan defaults and savings forfeited
l
Members

have capacity to save but do not save.

l
Lack of income opportunities in their area

16
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3.4

Current use of Savings in the community organisations – Internal Lending

In the RSPs model, internal lending occurs when members in a
CO has managed to collect a reasonable amount from its savings
and is then encouraged to start providing small loans to its
members under agreed terms. These loans are generally for
urgent, short-term needs and in a few cases for productive

Internal lending
through our savings
helped us to get rid of
money lenders
WO Shivani Suther Paro TRDP

purposes. The group members decide about the eligibility and
other terms of lending. Some group members believe that by lending money, the group
members apply their local knowledge in setting the interest rate, decide on loan instalment
amount and repayment period. This process also capacitates the members to maintain
financial records, ensure cost efficiency and transparency in dealing with the members
while accommodating their needs. The money circulates rapidly in the local setting as loans
are disbursed quickly and are repaid on time.
Every CO that operates internal lending initiates it by using savings as a capital pool. Some
COs charge interest on the lent money while others do interest free lending. COs have
different policies regarding the use of interest earned. Some use interest as capital to
initiate other development interventions while others distribute it to the members on a
regular basis.
3.4.1 Major terms and condition of Internal Lending System
The major terms of lending under the internal lending system are:
Purpose

Members use internal lending for: Consumption, business, small
trading, education, health, marriages, illness, emergencies,
livestock, handicrafts, small income generating schemes and
house building and repairing purposes. This is much broader
portfolio of activities than offered by RSPs, where major focus is
to finance income generation activities.
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Loan origination

The borrowing member convinces other members in the CO to
lend for a specific purpose.

Loan approval

All members attending the CO meeting have to approve the loan
purpose, amount and tenure through a resolution.

Amount of lending
and loan size

As the funds are limited to the amount of savings, the access of
loan is restricted to the savings available.
Typically, loan size ranges from Rs. 5,000 to Rs. 25,000

Tenure of loan

In most cases, the tenure of loan is less than one year.

Profit

Generally, 10% per annum of the loan amount is charged as profit.
However, in few cases no profit is charged. In some other case the
profit rate could be as high as 36% per annum.

Profit distribution

Profit is distributed amongst those members whose savings has
been lent in equal proportion.

Record keeping

Separate record of internal lending transaction is kept in the CO.
In some COs decisions about lending is not documented
adequately.

Defaults

In case of default, CO members visit the residences of the
defaulter and apply peer pressure to recover the loan. In extreme
case, loans are also written off.

3.4.2 Advantages of internal lending

members. However, members need credit

In our CO, we keep an emergency
loan fund of Rs. 10,000 with the
Office bearers for urgent cash needs
of the members, which is lent for
two weeks and then repaid. No
interest is charged for such loans.

for such activities like marriage, illness

CO Nawanpind Ghona - PRSP

Some advantages and benefits narrated by the CO
members of internal lending are:
a.

RSPs do not offer any loan for social or
non-productive purposes to the CO

18
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and emergencies. The demand for these purposes can be met with internal lending
system.
b.

The period of loan processing is quick and transparent.

c.

The maximum amount of loan ceiling and tenure is flexible.

d.

There are reservations of some members regarding payment of interest on loans for
religious reasons; such members use loans where no interest is paid on lending.

3.4.3 Other observations and findings
l
As the amount of funds in internal lending is increasing adequate records should

be kept at the CO level for which necessary training should be provided by the
concerned RSP or LSO
l
In a couple of

COs, funds were lent from members' savings for constructing office

building for the LSO.
l
In few

COs, separate funds for emergency purposes are retained by the office

bearers without adequate documentation

3.5

Savings outside the CO Platform – The Committee System

3.5.1 Features of the Committee System

outside the COs platform is done by a group of individuals who

Internal lending has
helped us to get rid
of money lenders

may or may not be member of the COs and who agree to meet for

WO Shivani Suther

a defined period in order to save and borrow together. This type of

Paro - TRDP

In almost all the villages that the SBI-P team visited, savings

group is locally called “Committee” and it operates at the
mohallah level. Following are the main features of committee system:
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Types of Committees

Generally deals with financial matters but few specific purpose
committees are also formed for dealing with social services
issues.

Membership

Separate committees comprising of male or female members are
formed, but in a few cases committees of mixed members are also
found.

Contribution

Each member contributes the same amount at each meeting.
Generally a member's contribution is:
Female committee: Rs. 100-500 monthly per member
Male committee: Rs. 500-2,000 monthly per member

Distribution

One member takes the whole sum once in a month on rotational
basis. As a result, each member is able to access a larger sum of
3
money, and use it for whatever purpose she or he wishes .

How distributed

Generally through a lottery; in couple of cases, the members tried
to use the “auction” method of distribution, but it failed because
of unmanageable risk for remaining members.

Record Keeping

Every transaction is seen by every other member during the
meetings. Since no money has to be retained inside the group, no
records have to be kept. These characteristics make the system
transparent and simple that is well adapted to communities with
low levels of literacy and weak systems for protecting collective
property rights.

Use of funds

Male members: Small business, trading and asset creation
Female members: Social dispensation and small income
generating scheme

3
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Risk

This system reduces the risk to members because it is time limited
– generally one year. This reduces the size of the loss, should
someone take funds early and not pay back.

3.5.2 Other observations and findings
l
A couple of incidences of fraud have been reported in the villages
l
Some members reported that they used to save in committees before the COs were

formed. The committee did not facilitate small savings, as it required higher amount
of savings. Savings in WO is flexible for the members, as they do not have to save
fixed amount on a monthly basis.

3.6

Contribution of the community savings in the development process

3.6.1

Women Empowerment

The use of savings to promote empowerment in the RSP
approach is given considerably more importance than the
financial factors for savings. Indeed, for women, savings
provided the first opportunity to own an asset. Majority of
the matured WCOs visited by the SBI-P team found them to
be more active than the male COs. They attend their meetings

We feel more powerful
due to savings that we
have cash in hand to
respond to
opportunities either
social or economical.

and save regularly than men. They feel proud of being a

President of WO Jharkal -

member in their own CO. They said they are more confident in

NRSP

taking their own decisions. They also reported that the male
members in their family give more respect and consider their advice while making
consensus decisions in the household. They feel more secure than before as they have their
own sources of income from selling eggs, milk, chicken, handicrafts and knitting. Some
women said that they save by reducing their household expenses and are able to pay school
fees and other social needs as they have surplus income.
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However, the members of weaker WCOs have no idea about women empowerment, as
their social mobilisation is weak and they are unable to identify income-generating
opportunities. In such cases, the attitude of the male members in the family towards them
was indifferent.
3.6.2 Record Keeping
Accurate and timely record keeping is crucial for the operation of savings system. In almost
half of the COs visited by the SBI-P team, savings records were not reconciled with the
individual savings passbook of the members. The financial records were thus unreliable
which could affect trust in the CO members.
The CO bank balances were not reconciled with the bank
statements, as at many places no bank statements were found.
This was because the office bearers were unaware of the
procedure whereby the bank balances are required to be
balanced and any discrepancy between the CO records and the
bank records are required to be rectified.

Accuracy in CO record
keeping helps in
building trust among
members, strengthen
social collateral while
any difference in
savings record leads to
conflict and distrust

The understanding and educational level of many of the current

Manager CO Dhabliwala-

CO office bearers was very low and they were provided with

PRSP

inadequate training to undertake this function. These office
bearers have been appointed for many years and no replacements were planned.
The audit of savings records has not been conducted in such COs.
All these deficiencies were found in those COs, where social mobilisation has been weak.
However, in the other half of the COs visited the SBI-P team, they found them to be active
and the deficiencies mentioned above are not found.
With the establishment of LSO at the Union Council level, many of the functions relating to
savings have been delegated to the LSO staff and wherever they have been properly
trained, they are performing their work satisfactorily.
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3.6.3

Office Bearers

Office bears are the most important mainstay of the savings system. Following are the
major qualities of office bearers identified by most of the members of the COs during
interviews by the SBI-P team:
lHonest and trustworthy
lRegular and responsible
lAccurate in record keeping
lAble to manage CO meetings
lPerson with leadership qualities and managerial skills

3.7

Some ideas to pilot test savings products

Based on observations from extensive field visits to the 31 COs across the five RSPs, the SBIP team recommends launching some savings products to be piloted over the next few
months. However, before launching the pilot, RSPN should form a committee comprising of
staff from RSPN, respective staff member of the RSPs and possibly a member of the LSO
where pilots are selected to be launch. The committee should look into the following
aspects4 at the time of designing the pilot:

4

1.

Compose the Pilot Test Team

2.

Define the Objectives of the Pilot

3.

Document the Product Definitions and Procedures

4.

Develop the Testing Protocol

5.

Train the Relevant Staff

6.

Commence the Product Test

7.

Review the Product as per the Protocol

Adapted from Microsave Website: www/microsave.org/toolkit
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The following pilot products are recommended and are based on feedback from COs.
However, it is pertinent to note here that a couple of pilot test are being implemented by
some RSPs but their purpose and application is quite different from those being
recommended in this report. The SBI-P team also recommends to test pilot products in
parallel in 2-3 RSPs to minimize risk of failure due to geographic considerations:
Product 1: Committee Savings Scheme (CSS)
A committee comprising of 10 to 20 members should be formed in the CO. This committee
should include one additional member who would represent the respective RSP. All
members in the committee should contribute equally. The number of members should
depend on the contribution capacity of each person. Trust among the members should be
the primary factor for selection. Ground rules for CSS should be developed for selection and
operations of CSS and all members should be trained in its process and procedures. Ideally
members falling in same category of PSC should be grouped together. The selected RSP staff
should supervise at-least two committees. Before a committee is launched, every member
should develop a Micro Investment Plan (MIP) and identify productive asset that the
member needs to increase income. Firm commitment should be obtained from the
member to set aside a definite amount of surplus income from this system as additional
savings.
Example: 20 members should put in Rs. 500 on a monthly basis. RSP representative should
also contribute the same amount. The distribution of funds should be made on a lottery to
be drawn every month. Distribution of monthly lottery will be motivation factor for the
group.
Each month, the winning member should be assisted to purchase the asset as identified
and approved in the MIP with support from other members. S/he will continue in
committee and encouraged to save separately in the CO/WO. The committee will be closed
after all the members have received their planned asset.
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Two groups of committees could be formed – one group for the members with PSC ranking
of 0-9 and another group for PSC ranking of 10 to 35.

Conditions for a Successful Committee
l
Committee members should be carefully selected.
l
The member should be honest and trustworthy.
l
Size of committee should be reasonable and manageable
l
The committee members should be from the same

mohallah and they must know each other
l
Lottery should be drawn on a monthly basis
l
By laws for committee and usage of savings should be

made
l
If any members want to leave a committee for unforeseen

reason, her share should be purchased by other members.

Product 2: Matching Savings Scheme (MSS)
MSS is recommended for those women who are participating under the CIF system and
where CSS is not feasible or the number of poorest is few and they cannot form a separate
CO. Ground rules for operation should be developed by RSP or LSO staff and they should
supervise the process.
Each participating member should prepare a micro investment plan with RSP
representative to identify the most useful productive asset to purchase it later on. The cost
so determined to buy the asset should then be divided equally between the beneficiary and
the RSP, participating members should contribute i.e. 50% and other 50% should be given
by RSP as a grant.
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The asset should then be purchased in the presence of RSP representative who should also
verify the asset. Firm commitment should be obtained from the member to set aside a
definite amount of surplus income from this system as additional savings.
Product 3: Prizes Savings Scheme (PSS)
Under this system, annual prizes should be distributed to the highest saver. The most useful
productive asset should be given as a prize that would be selected according to the area,
need and local skill of members. Ground rules should be developed to ensure fairness and
transparency. Date of prize distribution should be announced at beginning of the year. On
an annual basis, RSP representative and Prize Committee should review and check the
savings balances of members, number of meetings attended and regular savings made by
each member. Based on this determination prizes should be announced for first, second
and third positions.
Prizes should be awarded to individuals at the CO level.

26

Rural Support Programes Network

4
Annexure

A Study on Savings Practices in COs & WOs

4.1

List of COs visited
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4.2

Sample Case Studies

4.2.1 Drosh Area Development Programme (DADP) – LSO AKRSP
DADP is a LSO formed with support from
AKRSP in tehsil Drosh, Chitral. The lower part
of Chitral district is considered to be antiNGOs since inception, but the NGOs have
continued to play their role in bringing poor
communities into main stream of
development. Being a traditional society,
strict purdah culture and local values do not
allow any role of women in the grass root
development. In the mid 80s, AKRSP and then
in the 90s, Chitral Area Development Programme (CADP) formed VOs in Drosh area to
support development activities, that included credit, enterprise, trainings and women
development initiatives. VOs and WOs were formed early on but they became inactive
when response from local community was negligible. Both AKRSP and CADP then closed
their project activities. SRSP later on intervened in this area and reactivated the dead and
inactive organisations. Since 1980s, local handicrafts and skills were promoted through
linkages and marketing efforts when women were given trainings and awareness by the
NGOs. Though savings mobilisation has been core function of RSPs, the savings habit
among female members was developed overtime.
In 2008-09, several dead WOs were reorganized by AKRSP by setting up a LSO called DADP.
Group of enterprising women pooled their savings and formed a business committee. From
the savings, they started their businesses, owned and operated by them. They also started
other income generating activities. Extra earning from the enterprise has been used for
house repairs, addition and purchase of land, small assets, children’s education, health and
other business activities. A female member lent Rs. 55,000 from the earnings to her
husband for business. The group has successfully completed first round of committee in
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which 30 women took part. They are now planning to start two new committees according
to contribution capacity of members.
The group also collects regular savings from other activities, and has accumulated over
Rs. 30,000 so far. This amount is managed separately by a senior member of the group and
is used for emergency needs by the members.
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4.2.2 Jharkal – LSO NRSP
Jharkhal Union Council is an arid, single crop remote area in district Khushaab. Around 75%
of people are engaged in agriculture activities. This area is famous for producing high-class
gram beans “channa”, which is the only cash crop in the village. Women are mostly involved
in livestock rearing and breeding. Though, the people are poor but they are rich in their
cultural values and hospitality.
NRSP intervened into this area in 1998 by organising households at the community level.
The COs and WOs were formed in 2002 separately for men and women. Since then NRSP
contributed to the community in the form of providing trainings, awareness creation, CPIs,
NRM and financial services. The area was so depressed and poverty-stricken that NRSP
mobilized community members to mobilize savings for creating assets at household level.
The CO members believe that savings is an integral element in community development.
As COs were successfully managed, the members started
internal lending in addition to NRSP micro credit to
support income generating activities as well as fund small
infrastructures at mohallah level.
Taking into the next phase, NRSP formed VDOs in March
2008 and a LSO in June 2008. To date, they have organised
97% of households in 68 COs and 107 WOs comprising of
2,567 members and have accumulated savings of
Rs. 788,790. After effective governance and
management structures were placed at VDO and LSO
level, community savings was managed in more effective
manner.
The LSO completed poverty ranking through Poverty Score Cards of all households,
organised poorest of the poor, prepared MIPs at individual level and provided them with
appropriate productive assets from LSO funds to enable them to earn and save.
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The LSO purchased land for its own building and constructed an office through contribution
from members. The WO in addition to their own contribution also lent Rs. 10,000 each from
their savings to the LSO for construction of the office building.
The LSO is creating linkages with Government line departments for providing services and
benefits to the community. NADRA was contacted for registration and preparing CNIC for
those women who did not posses any identity card and this work has been completed. The
LSO also plans to develop linkages with input suppliers to provide high quality input
supplies.
The LSO plans from this year to accumulate channa produce at a centralized place to
negotiate better prices and market their produce efficiently. This will bring high profit to the
local farmers and additional income to the LSO in the form of commission. LSO has also
contacted the Veterinary department for vaccination of livestock. Health Department is
also supported to provide door to door access for child vaccination.
NRSP has also been contacted at the LSO level for
providing trainings to CO activists and capacity
building of community members. NRM activities are
being promoted through NRSP.
The LSO has decided that for enhancing LSO funds
each farmer shall contribute 10 kg channa on
harvesting the crop that shall be utilized for broader
welfare of the community.
The LSO is also taking bold steps for women organisations to bring them at par with male
COs. They are developing linkages for providing support through BISP and vocational
trainings for skilled women. The area is rich for local handicrafts therefore the LSO is striving
to developing value chain and adequate marketing channels. Various productive assets i.e.
sewing machines and chicks were distributed among female members. Technical trainings
were provided to skilled ladies. Bio gas plant is also piloted in the area by NRSP.
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4.2.3 Pine Rural Area Development Organisation (PRADO) – LSO SRSP
The LSO was formed on April 10, 2007 with support of SRSP, who created awareness among
COs to form a LSO. The concept was discussed and brought 27 COs (including 12 female)
under the umbrella of PRADO.
The objective is to organize and access to
8 0 % h o u s e h o l d s i n t h e a re a fo r
development initiatives and create linkages,
mobilize savings and create employment
opportunities.
Initially RSPN disbursed CIF funds to SRSP
who invested those funds. From interest
earnings, it granted Rs. 15,000 per month
for meeting LSO PRADO's operating
expenses. The LSO now plans to create its own sources to finance its operating costs
through contribution from its members. The LSO feels it become more matured and wants
to train other LSOs in social mobilisation, trainings etc that will also bring funds to LSO.
Recently SRSP has disbursed RSPN funded Rs. 2 million grant to LSO PRADO, which was
initially managed by it. On question about the use of grants by the LSO, their President
replied that they will lend Rs. 10,000 to 10 members during the first month and charge
Rs. 1,500 as processing fee in advance. The loan will be provided free of interest. They will
lend Rs. 10,000 to 11 members in second and subsequent months.
PRADO plans to disburse Rs. 0.3 million in loans from the grant funds and keep remaining
Rs. 1.7 million in bank to earn interest. Salim Jiwani advised the LSO members to utilize a
portion of the grant fund in economic development, capacity building, skill training, CIF
activities and improving living conditions of members particularly of women, instead of
keeping the funds in the bank account.
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The PRADO office bearers seconded the concept of matching savings concept to purchase
productive assets from CIF grant to poorest women below PSC scoring 0-9. This will
inculcate savings habit among poor communities.
Ideas discussed by the SBI-P Team with the LSO office bearers:
1.

PRADO could establish a Tent & Crockery Services Centre at LSO level as there seems
to be a huge demand for these services in the area. The services could be offered to
CO members on discount and to non-members on market rate. The earning could
become a permanent source of income for the LSO while providing cost effective
services to members at the same time.

2.

There is an informal association (Mayyat Committee) of residents at mohallah level
who have accumulated a pool fund through contribution from the local residents.
This fund is used when there is death in the mohallah. All relevant expenses are paid
from pool funds and returned after a week when the mourning ceases. Similar fund
could be set-up at the LSO level.

3.

The area has huge potential for local handicrafts. The LSO can play role in
developing value chain for marketing, open a handicraft marketing and distribution
outlet in the main tourist location and create linkages with organisations and
donors who work for setting up women enterprises.
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4.2.4 Dhabliwala – CO PRSP

“Our vision is to be a role model CO for the RSPs” – President of the CO
Dhabliwala is a village in district Narowal, in the Sialkot region of PRSP. Villagers are mostly
engaged in farming and livestock. The CO was
formed by PRSP on March 3, 2009 with 16
members that increased to 24 members in 2010.
PRSP sensitized the community to mobilize
savings at the grass root level. Importance of
savings was emphasized in community meetings
by PRSP staff. Members started initial savings
with Rs. 10 per member in every meeting;
The amount was gradually increased to Rs. 20, Rs.30 and Rs.50 with the passage of time as
the CO matured. Now every member saves Rs. 600 on a monthly basis. The CO records are
update and their cumulative savings is Rs. 859,700 that is used for internal lending to
enable members to respond to economic opportunities at village level. The CO disburses
th

th

loans to members on 5 and 20 of every month.
The CO increases loan size of every member
annually, and their current loan size is Rs. 60,000
per member. Internal loans are free of interest
and no processing fee is charged from members.
Some members also get loan from PRSP also.
Besides internal lending the CO undertakes the
following social activities at village level:
l
from the funds constructed pavement and soling of 3 streets of the village
l
constructed boundary wall and repaired

girls school building

Rural Support Programes Network

37

A Study on Savings Practices in COs & WOs

l
scheme for widows under which every widow is granted Rs. 2,000 in Ramadan
l
installed street lights in the village
l
Umrah package for members and their spouse under which interest free finance of

Rs. 120,000 is provided
l
arranges Iftar parties in Ramadan
l
arranges exposure and leisure trips for members

The CO President said that “We finance our social activities from regular contribution from
members. We charge penalty from members @ Rs. 100 per meeting for non-attendance.
Un-informed absence is charged Rs 200/member. If, any member delay instalment, he will
be charged Rs.200 per day. Besides this we contribute Rs. 1,200 per members on an annual
basis”.
Savings and instalments are kept in bank account
managed by office bearers jointly and other amounts
are kept with an assigned member who acts as
Treasurer. Proper records are maintained separately for
each head of account that are audited on an annual
basis.
The CO has provided platform where the members
discuss their issues and resolve them in the best
interest of community. Non-members trust the CO
office bearer and bring their problems for suggestions.
They have earned trust by honesty, discipline, accuracy of records and performance. The
CO has introduced a scheme for promotion of savings among members by announcing
prizes and gifts for highest savers on an annual basis.
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It has also created another fund that is called
“DASTI” under which Rs. 40,000 is kept with CO
Manager. The amount is used by members for
emergencies, medication etc. It is interest free and
the beneficiary has to settle the loan within the
same month.
The CO members say that “Our policy is nonpolitical, non-religious and non-cast based. We
trust each other and believe in equity and equality”.
The CO maintains that its core values for savings generation are:
l
Mutual trust and unity among members
l
Believe in community development
l
Accurate and reliable CO and individual record keeping
l
Equity and equality
l
Involve members in decision making
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4.2.5 Roshan Tara – CO TRDP
Roshan Tara is a mix-CO formed by TRDP in a
remote village of Tharparker, where reaching
by using four-wheel vehicle itself is a challenge
to the travelling staff. The village is small and
inhabitants are very poor. Miserable life does
not allow them to avail basic needs of life. The
villagers are desperate as they are unable to
access basic health facilities and clean drinking
water. No economic opportunity seems to be
available in the area and no other means of
cash injunction except by earning as labour in nearby towns and by rearing goats and
sheeps.
TRDP organised the villagers in June 2009 and
formed a mix CO at village level. The staff
sensitized members for savings. Members
started savings with Rs. 10 each per member in
every meeting with great difficulty. There is no
bank available to keep CO savings. Therefore all
cash savings are kept with the Manager who
has to bring the cash in every meeting. He
counts in front of all the members and update
records for additional savings made. The
Manager who is an aged lady of the village told that members cannot save more than Rs.10
because they are very poor.
The education level is so low in the village that the office bearers cannot maintain accounts
of CO therefore they call a village boy who is matriculate to maintain accounts and
individual pass book in every meeting.
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Since inception they have accumulated Rs. 1,770
in savings and started internal lending from this
available pool. Two loans of Rs. 500 were
disbursed to members and service charge of Rs.
30 has been recorded in CO books but not
recorded in their member's passbooks.
The SBI-P team feels that this CO could be a
suitable site to pilot matching savings scheme.
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Guidelines for Focused Group Discussion
Expected Time Duration:

45-60 minutes

A) Introduction/warm-up
1.

Brief introduction of the team/FGD participants

2.

Objectives/Purpose of FGD – High or Low Savings CO/WO

3.

For how many years is the RSP working is your area?

4.

What development projects the RSP did in your area?

5.

What people usually do for income generations and livelihood in this area?

B) Savings
6.

When was the CO/WO formed?

7.

What are the objectives of CO/WO?

8.

What is the frequency of CP/WO meetings?

9.

Do you know the benefits of savings and its significance in meeting life cycle needs?

10. What is the pattern of savings and how much on an average do you save in the meetings?
11. Are you satisfied with management of savings by the CO/WO, record keeping, bank dealing, onlending etc?
12. Is profit regularly distributed amongst the members?
13. Are you satisfied with the amount of profit distributed?
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14. Are you allowed to access savings when you need? If not then how you manage immediate cash
needs?
15. In your opinion for what purpose, do you usually withdraw savings?
16. Have you used your combined savings for any development project? If yes, for which project and
is that a successful project?
17. In your opinion, do savings help to empower a woman? If yes, how?
18. In your opinion what are main reasons and key drivers for the high or low savings generation in
the CO/WO?
19. In your opinion, how should the current system of savings should be improved? What are you
suggestions?
20. In your opinion what new savings products can benefit the people of this area?
21. Have you faced any internal conflict regarding savings? If yes, how was this resolved?
22. Do you practice internal lending from the savings generated? If yes, is this a successful practice?
Does it contribute to increase in savings?
23. What are challenges in managing internal lending through members savings and how should be
managed?
24. In your opinion, what qualities do you find in office bearers that are crucial to manage the CO/WO and
mobilize savings?
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Questionnaire for Office Bearers
A: Objective & Process of Savings
1.

Why the CO/WO was created and what were the objectives at the time of formation. Were the
objectives was project oriented, savings oriented or any other like obtaining loans?

2.

What is the pattern of savings in meetings i.e. members save regularly or they save when members
have excess money?

3.

What is the process of recording members' savings?

4.

Where the members' savings are are kept and how safe they are?

5.

Are the members allowed to withdraw their savings? If so for what purposes generally they
withdraw?

6.

Was the combined savings used for any community development project?

7.

Is that project successful and in use of community?

8.

What is the process of savings withdrawal and what is procedure?

9.

How much profit is earned on savings and how it is distributed among members?

10. If any savings related conflict happened in the past, how was it resolved?

B: Drivers/Reasons for High or Low Savings Accumulation
For High Saving COs/WOs:
11. In your opinion what are the main reasons behind high savings you accumulated so far?

12. In your opinion what other savings products can be introduced to benefit members?
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13. In your opinion what problems are faced in WOs in respect of community organization, savings
mobilization, record keeping and bank dealing?

14. In your opinion savings contribute to women empowerment. If yes, how?

15. In your opinion how women should be encouraged to increase savings?

For Low Saving COs/WOs
16. In your opinion what are main reasons behind low savings of the CO/WO

17. In your opinion members understand the benefits of savings and its role in development?

18. In your opinion what measures should be taken to increase the savings in low savings CO/WO?

19. In your opinion what savings product should be introduced to increase savings?

20. In your opinion if RSP reactivate a CO/WO and mobilize community for savings, will the members start
savings?
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The RSPs aim to reduce poverty and improve the
quality of life of the rural poor by harnessing the
potential of people to manage their own
development, through their own institutions
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RSPN Mission Statement
A prosperous Pakistan where people - especially
the poor and women – are provided with equal
livelihood opportunities and are not socially and
economically excluded.
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