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The demand for nancial services is 
high in rural areas in Nigeria. Formal 
nancing, the main strategy led by the 
Central Bank of Nigeria and other 
bodies, is often not suitable for the 
informal sector. 

As a result, rural communities remain 
unserved by existing schemes such as 
cooperative nance and micronance, 
which face shortages of funds, and 
quality and accessibility issues. 

In contrast, Village Savings and Loan 
Associations (VSLAs) have
demonstrated good progress in 
providing nancial services to poor 
rural women and men engaged in 
farming, trading, enterprise and other 
income-generating activities. 

Because of its capacity to bridge the 
gap between formal and informal 
nanc ing  fo r  bus inesses  and 

enterprises, the government should 
support the initiative. 

This would improve the quality of life 
i n  c o m m u n i t i e s ,  i n c r e a s i n g 
agricultural production and economic 
opportunities to a signicant extent. It 
would also complement government 
strategy to deepen nancial inclusion 
country-wide. 

Supporting existing VSLAs, forming 
new ones and building their capacity 
would be the immediate steps towards 
these goals.
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It is estimated that 86.9 million 
Nigerians currently live in extreme 

1poverty . Credit provision is often a 
“missing middle” for poor farmers, 
entrepreneurs and the self-employed, 
who might have technical capacity to 
star t an enterprise or income-
generating activity, but have no access 

2to start-up capital . 

The rural poor in Nigeria are unable to 
invest in agriculture or diversication 
of livelihoods because they lack 
access to nance. They fail to add 
value to their agricultural produce, are 
unable to maximise prot as a result 
and cannot produce more due to 
inability to invest in their farms.

Life is increasingly hard in the face of 
barriers including security threats, 
ooding or droughts. With little or no 
social protection or opportunity to 
save, people cannot cope with shocks 
and emergencies. Insurance services 
are just a dream for rural inhabitants. 

According to the World Bank, about 
60 per cent of  Niger ians are 

3unbanked . There are several banks in 
Nigeria today, but they are not in a 
position to serve the rural poor, who 
cannot access them or afford high 
rates of interest. 

Barriers include affordability (irregular 
income, unemployment and bank 
charges) and institutional exclusion 
(distance to banks, documentation 
involved in opening a bank account 

4and low literacy levels) . 

In Access to Financial Services in 
5Nigeria 2018 (EFInA (2018:28) , the 

nanc ia l  sec to r  deve lopmen t 
organisation Enhancing Financial 
Innovation & Access notes that a 
majority of Nigerian adults had not 
accessed credit in the 12 months 
before the survey (in December 
2018). 

Only 4.3 per cent of Nigerian adults 
took out a loan from banks. In 
contrast, 77.7 per cent borrowed from 
family and friends and 23.2 per cent 
from informal sources such as savings 
clubs or pools, traditional esusu and 

6ajo groups , or money lenders. 

The context and realities of 

Financial Services

of Nigerians are 
unbanked.- 
World bank 
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Barriers include affordability 
(irregular income, 

unemployment and bank 
charges) and institutional 

exclusion (distance to 
banks, documentation 
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account and low literacy 

levels). 
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In August 2019, the prime lending 
rate in Nigerian banks was 15.4 per 
cent and the maximum lending rate 

7was 31 per cent .  Banks are 
underperforming in lending. 

Recently, the Central Bank of Nigeria 
(CBN) issued a directive to banks to 
lend more and maintain a loan-to-
deposit ratio (LDR) of at least 60 per 

8cent or face penalties . 

Besides the formal nancing regime 
led by the CBN, there also exists an 
informal nancial sector, with people 
lending and borrowing through village 
savings and loan associations and 
traditional savings groups. 

Informal groups are in a particularly 
d i sadvan tageous  s i tua t ion  in 
accessing credit from mainstream 
sources. 

Banks or micronance institutions 
have limited capacity to reach remote 
areas and the process of opening a 
bank account or getting credit is 
complex for such groups. 

N a t i o n a l  a n d  i n t e r n a t i o n a l 
programmes have been supportive of 

nancial services for rural communities 
and investing in agricultural productivity 
and small businesses. 

The National Financial Inclusion 
Strategy of Nigeria suggests that 
“nancial inclusion is achieved when 
adult Nigerians have easy access to a 
broad range of formal nancial services 
that meet their needs at affordable 

9costs” (2018) . 

Recently, the Rural Finance Institutions 
Building Programme of the International 
Fund for Agricultural Development 
strengthened micronance institutions 
to establish links with formal nancial 
institutions in 12 Nigerian states, laying 
the foundation for a rural nancial 

10system . However, nancial institutions 
in Nigeria are able to reach few people, 
due to shortage of funds and operational 
obstacles. 

The V i l l age  Sav ings  and Loan 
Associations (VSLA) programme has 
therefore been popular and successful 
in Adamawa and Kebbi States in 
p rov id ing  nanc ia l  se r v ices  a t 
community level and bridging the gap 
created by the inaccessibility of formal 
nanc i a l  i n s t i t u t i on s  i n  r u r a l 
communities. 

11National Financial 
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of Nigeria suggests 
that “nancial 
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achieved when 
adult Nigerians 
have easy access to 
a broad range of 
formal nancial 
services that meet 
their needs at 
affordable costs

7
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The large informal nance sector is 
concentrated in rural areas inhabited 
by communities that are unbanked, 
have low literacy levels and have lost 
condence in the banking system due 
to distress, elitist banking practices 
and the  absence o f  nanc ia l 
institutions in rural areas. 

Among several schemes launched in 
the past, micronance banking has 
extended support to the informal 

12sector . 

However, micronance institutions 
(MFIs) in Nigeria have not been able to 
adequately address the gap in terms of 
credit, savings and other nancial 

13services .

In Nigeria's rural communities, as in 
other parts of the world, poverty and 
lack of opportunities to access and use 
an appropriate range of nancial 
products and services affect people's 
prospects of achieving sustainable 
livelihoods. Financing for smallholder 

agriculture is inadequate to 
improve the  quantity and 
quality of farm inputs in terms 
of technology, materials and 
labour.
VSLA in Agwada, Jega LGA. 

Communities organised as 
informal VSLAs are not widely 
recognised by the government 
system and miss out on 
c a p a c i t y  b u i l d i n g  a n d 
regu la to r y  suppor t  f rom 
government. 

The contribution of savings 
groups in deepening nancial 
inclusion is not recognised 
compared to cooperatives that 
are more formal in nature. 

VSLAs lack representation at 
Local Government Area (LGA) 
or state levels to attract 
government programmes or 
even inuence policies in their 
interest. 

The current challenge in 

Delivering Financial Services

11A VSLA is made up of 15-25 self-
selected members who agree to save 
together and borrow from the pooled 

fund at predetermined terms. They 
are user-owned and self-managed 
groups offering nancial services, 

including social insurance (a social 
fund) to cater for emergencies that 

members may occasionally face. 
Village Agents are recruited to train 

the groups, but are not allowed to be 
members of the groups they are 

training. Each group determines the 
specic amount or number of shares 
a member can buy during its weekly 
meeting. The group is governed by a 
constitution which members write for 

themselves, with provisions on the 
meeting schedule, maximum loan 

amount and interest rate. The 
methodology offers poor households 

safe and frequent opportunities to 
save in the convenience of their own 
community. It helps members build 

lump sums that become available at 
a predetermined time, usually after 

9-12 months, and allows them easy 
access to small, exible loans or 

emergency grants. At the end of a 
cycle, most VSLAs become 

independent and function for years 
without the support of the Village 

Agents. 

VSLA

12
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13  The Impact of Micronance on Rural Economic Growth: The Nigerian Experience, E. Chuke Nwude et al, International Journal of Economics and Financial Issues, 2018, 8(4), 27-31 
 



Oxfam and the European Union, with 
two local par tners, have been 
implementing the Pro-Resilience 
Action (PROACT) project. 

Launched in 2016, the four-year 
project aims to increase access to 
credit and means of agricultural 
production by applying a VSLA model 
in Adamawa and Kebbi States.  

The VSLAs provide communities with 
a platform to mobilise their own 
savings and offer access to credit from 
the pooled savings. This enables 
members to nance investments in 
income-generating activities, provide 
healthcare for themselves and their 
families and pay for education, among 
other needs. 

Besides these nancial benets, 
VSLAs have contributed signicantly 
to building social cohesion among 
poor rural communities, increasing 
social capital that is often drawn down 
to improve their coping mechanisms, 

resilience and recovery from shocks.   
VSLAs provide a safe, exible, 
accessible and more protable option 
for saving and lending services than 
other traditional savings models like 
asusu ajo “contribution groups” or 
Bam (which is popular in Benue and 
par ts of Nasarawa state). Key 
advantages of the VSLA model 
include: 

Best practices

The VSLAs provide 
communities with 

a platform to 
mobilise their own 

savings and offer 
access to credit 
from the pooled 

savings.

Credit Access

Ÿ Participatory and effective: 

Members make and enforce their own 
rules. The constitution covers such 
issues as savings, share purchase, 
lending rules (including value of loans 
a member can take at one time), 
interest rates and tenor of loans, and 

14the social fund  (what it will cover, 
benets to members and how much 
members will contribute). 

The portfolio performance report 
extracted from the Savings Group 
Information Exchange (SAVIX), a 
g l o b a l  o n l i n e  M a n a g e m e n t 
In format ion System (MIS) for 
reporting savings groups’
performance, shows a progressive 
increase in the number of VSL groups, 

14
Social Fund provide grants to members who encounter serious problems or emergencies. Such emergencies include funeral expenses, illness and re damage to a house. 

 



the membership 
growth rate shows 

an increase of 
99.4 per cent in 

three years.

The return on 
assets was 

signicantly higher 
than the interest 

paid by banks

increasing consistently to 
peak at 14.7 per cent in 

2019. The savings deposit 
rate paid by banks 

remained at 3.93 per cent. 

which conrms the model's popularity 
and acceptance in rural areas. In 
Adamawa and Kebbi, the membership 
growth rate shows an increase of 99.4 
per cent in three years.

Ÿ Financial Behaviour: 

The VSLA model has a positive impact 
on members' attitude to money and 
their nancial behaviour. The model 
promotes weekly saving by members 
and loan prioritisation for productive or 
consumptive needs.

Ÿ Access to savings: 

A large amount of untapped resource 
in terms of savings has been 
mobilised.  For example, in seven 
LGAs ,  the  cumu la t i ve  equ i t y 
contributions increased signicantly.

Ÿ Efciency: 

PROACT's VSLAs made prots from 
interest or service charges or loan 
application fees, as well as nes. 

The return on assets was signicantly 
higher than the interest paid by banks 
to customers operating savings and 
timed deposit accounts, increasing 

consistently to peak at 14.7 per cent 
15in 2019 . The savings deposit rate 

paid by banks remained at 3.93 per 
16cent.  

Women's empowerment: 

Women have particularly benetted 
from access to capital and improved 
ability to make decisions. Most 
women in the PROACT communities 
now have more mobility and freedom 
to associate with peers in their 
neighbourhoods, compared to before 
the project. 

Income-generating activities: 

Most members are able to invest in 
new businesses, which has reduced 
unemployment and affected people's 
tendency to stay at home, dependent 
on their spouses to provide for their 
families. People increased farming 
activities and livestock rearing, and 
invested in tree planting.

15
Return on Savings and assets for PROACT's VSL groups. Source: SAVIX data http://mis.thesavix.org/ 

16https://www.cbn.gov.ng/Rates/mnymktind.asp
 



Farmer Field 
Training Schools 

leveraged the 
platform of VSLAs 

to successfully 
provide information 

on good farming 
practices to 

members

Technical knowledge: 

Farmer Field Training Schools
leveraged the platform of VSLAs to 
successfully provide information on 
good farming practices to members 
and stimulate agricultural productivity. 
Women learnt good agricultural 
practices during the VSLA meetings, 
creating a one-stop-shop where they 
accessed multiple services.  

Innovations: 

Groups have come up with the idea of 
supporting social and emergency 
needs, outside the loan and social 
fund prescribed by VSLA methodology, 
in order to help each other and 
celebrate success together. A cadre of 
Village Agents has emerged on a 
voluntary basis, that can continue 
supporting VSLAs in the long run. 

Interested government: 

State governments in Adamawa and 
Kebbi are willing to replicate and scale 
up the VSLA model in all LGAs. They 
are interested to learn from Oxfam's 

experience and to take the initiative 
forward. Additionally, VSLA members 
are becoming part of Community 
Development Plans (CDP) at local 
level, while some are using the 
platform to gain recognition at Village 
Development Committees, as well as 
Ward Development Committees. 

It is being sought as an enabler for 
citizens' engagement at LGA level.

Mrs Faisal grew her business from credit she accessed from her VSLA 
(Photo: Funmi Oyerinde)



Governments at state and LGA levels 
can support VSLA initiatives in several 
ways: 

1. Allow VSLAs to benet from 
gove rnmen t  s chemes  and 
benets.

2. Include VSLA representatives in 
LGA and Ward- leve l  po l icy 
discussions, listen to their issues 
and address them.

3 . R e c o m m e n d  s u c c e s s f u l 
entrepreneurs who have proved 
their creditworthiness in VSLAs to 
banks and MFIs for individual 
loans. 

4. Promote successful women 
entrepreneurs and leaders by 
recognising them as role models.

Recommendation to 
Stakeholders

VSLA members are 
becoming part of 

Community 
Development Plans 
(CDP) at local level, 

A relevant 
government 
ministry can 

develop learning 
platforms with other 

NGOs and private-
sector actors who 
deal with VSLAs

5. Facilitate formation of VSL Cluster 
Associations at LGA level and VSL 
Federations at state level, 

To support non-nancial functions 
such as research, links with the 
private sector and representing VSLA 
members' interests in policy forums. 

6. Learn from and inform the existing 
cooperative system about the good 
practices of informal groups like 
VSLAs. 

A relevant government ministry can 
develop learning platforms with other 
NGOs and private-sector actors who 
deal with VSLAs. Successful schemes 
for micronance can be revived. 

7. Recognise and replicate the VSLA 
model in new areas; 

Support village agents with training 
and consider them as part of the social 
welfare workforce – who not only 
support VSLAs but can also contribute 
to initiatives such as immunisation 
and health messaging. 

Role of government in 
supporting VSLAs



Recommendations to 

Improve Service Delivery

We can ensure sustainability of Village 
Agents beyond the project  by 
sustaining their motivation to serve 
communities. 

It would be useful if government 
coordinates with other ministries to 
consider VAs as a cadre of the social 
welfare workforce, linking them with 
LGA Community Development Units 
and providing them with social 
development training.  

A pool of VAs can be created to support 
nancial inclusion, social change and 
child protection, provide market 
information and facilitate links with 
the private sector, ensuring product 
aggregation at community level. 

Vas can also obtain nancial support 
from the private sector to act as a link 
b e t w e e n  c o m m u n i t i e s  a n d 
companies. Communities can monitor 
VAs' performance based on mutually 
agreed objectives. 

1. Sustain Village Agents :  

:  The VSLAs and their clusters or 
federations should receive incubation 
support in terms of management, 
training and capacity building, and 
receive operating funds to liaise with 
other government services including 
messaging, social welfare and 
protection.

2. Mainstream the VSLA model:  

Coordinate with all interested allies, 
including government, the private 
sector and civil society organisations, 
to develop a VSLA learning network. 
Regular learning events should be 
held, to cover important issues such as 
recognition of VAs as a cadre, a 
curriculum and certication for VSLA 
training, recognition of informal 
groups, and access to government 
facilities and banking services.

3. Organise a VSLA 
learning platform:  

recognition of VAs 
as a cadre, a 

curriculum and 
certication for 
VSLA training, 
recognition of 

informal groups, 
and access to 

government 
facilities and 

banking services.

A pool of VAs can be created to 
support nancial inclusion, 
social change and child 
protection, provide market 
information and facilitate links 
with the private sector



State governments should develop a 
manual on how to implement the 
VSLA model, link with banks and the 
private sector, and engage VSLAs with 
community development activities 
and other non-nancial services like 
community health, research and 
policy formulation, and
implementation for informal groups.

4. VSLA operating manual:  

Government should invest in training 
in business management, conict 
resolution and leadership for VSLAs; 
support innovative approaches to 
agricultural nance; improve access to 
credit for farmers from all sources, and 
liaise with banks to make credit 
available to VSLA members for larger 
loans for agriculture, agro-processing 
and livelihood diversication.

5. Capacity building:  

Government and other development 
programmes should take advantage of 
VSLAs as an existing and enduring 
structure in the community to support 
immun i sa t i on  se r v i ces ,  c i v i c 
education and nutrition education 
(including Infant and Young Child 
Feeding). This approach, known as 
“Savings Group Plus Services”, has 
been implemented around the world 
with extraordinary development 
outcomes for members.

6. Leverage VSLAs as a 
social services delivery platform:  

Government should 
invest in training in 

business 
management, 

conict resolution 
and leadership for 

VSLAs
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