
Memorandum 

To: Jonas Chabroka Fadweck- CEO, Thuchila Youth Empowerment Program (TIYEPAD Network) 
From: Kevin Wilson- Founder, Executive Director, Center for the Global Study of Social Enterprise 
Date: November 25, 2020 
Subject: Growth & sustainability Solutions for TIYEPAD Network Micro-Finance Project 

Purpose: The purpose of this document is to outline a series of concerns & operative suggestions that 
came from an analysis of the project’s growth & sustainability potential. Our projections show that this 
project has a very high growth potential, but that this potential is not presently being realized. Here, we 
will explore the issue behind  

Executive Summary: Upon examining TIYEPAD’s program, we indeed discovered that the program was 
operating below its full growth & sustainability potential. Moreover, we also discovered a set of 
environmental and operative impediments that may be contributing to the problem at hand. This 
document will provide a detailed overview of these challenges, the implications that have for the 
operation of TIYEPAD’s program, and operative solutions for TIYEPAD to consider. 

Challenges Overview:  Our analysis of the VSLA project’s growth & sustainability trends uncovered two 
sets of challenges that TIYEPAD will need to overcome: 

I. Environmental Challenges: High Inflation 
On the environmental side, it is quite likely that the high inflation rate in Malawi might be undermining 
the purchasing value of TIYEPAD’s micro-loans. As such, it can happen that a beneficiary may receive 
(and repay in full) a certain amount, but in the time in takes to repay that loan, the initial sum loses a great 
deal of its purchasing value.  

This can be hard to see in local currency. (For example, if you give out 15,000 Kwacha and get back 
15,000 kwacha, everything looks fine. But the US dollar value has gone down in the time it took to repay 
the loan.) Thus, even when everything looks fine, when we convert the loan amounts for each cycle to 
USD, the loss in purchasing value from one cycle to the next becomes easier to see. This is demonstrated 
in the chart below, on the next page. 
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When you closely examine these numbers, a certain fact immediately become evident: The program has 
almost no defaults & nearly all loans being repaid on time (with interest), and yet the amount of loanable 
funds available for lending is decreasing with every cycle. By the third cycle, the amount of money 
available for lending is only 45% of what TIYEPAD started out with in Cycle I.  This is the result of 
inflation. This means that even if loan size barely changes from one cycle to the next, the USd dollar 
value of the same amount of kwacha keeps going down in each new cycle.  

Operative Challenges (savings and reporting):   
Our research shows that in order for a VSLA project to grow and be sustainable, there are three conditions 
that must be satisfied: 

- A high rate of loan repayment 
- Timely repayment  
- Regular & ongoing savings contribution by VSLA members 

Based on our analysis, we found that TIYEPAD satisfies two out of these three conditions. The 
organization has not been collecting savings from its members, which is highly unusual among VSLA 
models. Most versions of the VSLA model depend on savings as the primary mechanism for growing the 

Projection Cycle I Cycle II Cycle III

Available Loanable 
Funds (actual total)
 159.27 $158.94 $66.03

Projected Total (based 
on loan repayment & 
interest added)

N/A $175.19 $191.10

Number of Beneficiaries 4 3 3

Average Loan Size 
(mathematical average)

$50 USD $53 USD $22.01 USD

Projected growth for 
next cycle (based on 
repaid interest)

$15.92 USD $15.91 USD $6.62

Difference between 
projected total & actual 
total (of loanable funds)


= loss of loan value 
from previous cycle

N/A

$16.25 $125.07
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lending pool, even if the savings contribution of each member is extremely small. (If the beneficiary 
group is large enough, even very very tiny amounts of savings will add up over time- as long as total 
savings is above zero. But if members are not saving- or if the total beneficiary group is too small- the 
lending pol ceases to grow and can actually start losing money.) Consequently, this project seems to have 
a very high rate of success but a very low rate of growth. Moreover, the growth rate decreases with each 
successive cycle of lending. 

Operative Implications for Microfinance Program: Solutions to Consider-  Taken together, these facts 
allow us to extrapolate the following implications for TIYEPAD’s micro lending program: 

- The program will create a lot of new startups initially, but over time the rate of startup creation will 
decrease slightly 

- The project’s growth potential can be greatly increased if it can introduce savings contribution as a 
funding mechanism.  

This means that without external funders the key to growing the lending pool is to increase 
beneficiary income & savings contribution in the long run. In operative terms, this means 
that maximizing beneficiary profit is essential to this project’s sustainability proposition- especially 
without further international backing. This also means that over time, the chief impact 
proposition of this project will become less about creating new startups, but  much more about helping 
those startups established by the program to grow, expand, profit, and create more jobs within the 
community they serve. As such, TIYEPAD will want to strengthen its linkages between the 
beneficiary rural population and TIYEPAD’s other programs. (This includes specialized support trainings, 
consulting for startups established by the program, and more.) Some additional potential linkages include: 

- training local population (especially those not in the labor force) to work for startups that this 
project manages to successful establish 
- modifying existing entrepreneurship trainings to suit startups established by the community 

II. Discrepancies in Record Keeping 
Another possibility to consider is that money could be slipping in between minor transactions that are not 
captured by TIYEPAD’s recording protocol. (The current monitoring and evaluation protocol relies much 
more on beneficiary testimony and insufficiently on hard numbers.)  It is our position that a stronger, 
more numbers-based system of record keeping could not only help better identify places where loss can 
occur, but it can make interventions easier to accomplish.  Therefore, we strongly recommend re-visiting 
TIYEPAD’s record keeping processes and procedures. 

Special Thoughts- a note on savings: One common objection to having VSLA members contribute 
savings is the fact that incomes are low, inflation is high, and the people can be very very poor. (thus, 
even if they did save, it would only be a very tiny amount.) This however, is not a reason to abandon the 
idea of savings. Even if incomes are super low and savings is very small, it can add up for a few reasons: 

�3



a. OVer time, as beneficiaries profit, their ability to save should rise in accordance to the change in their 
income. This may be slow at first but if the project design is successful, this amount will grow over 
time. 

b. At the same time, if savings contributions are regular, than even tiny amounts will add up over time 
(and could offset the damage caused by inflation.) Moreover, this effect is related to the size of the 
beneficiary population. In other words, if collective savings are not enough, then the beneficiary 
population is most likely too small.  

Suggestions for Maximizing Program Impact- developing a Training Program for 
Entrepreneurship:   
Our research shows that as time goes on, the impact of your project will come less from reading new 
startups and MORE in helping those startups your project created to maximize their long run growth. This 
means that beneficiaries will have to gain a certain set of skills in order to participate in this project 
successfully. To that end, this memo proposes that TIYEPAD develop a specialized set of supplemental 
trainings to accompany he micro-loans it plans to offer. We propose that those trainings would be in the 
following topics: 

- Savings 
- Small business creation & ideation 
- modern agriculture techniques  
- market & marketing opportunities for agricultural produce 
- vocational skills 

We propose that TIYEPAD consider & develop trainings on this specific topics for 2 reasons. First, 
because it will help future beneficiaries of TIYEPAD’s micro-loans to optimize their success in launching 
new businesses. (The model DEPENDS on the businesses they launch being financially successful.) 
Secondly, these trainings can also create jobs in the community by training unemployed youth to work for 
the businesses your project creates. (This maximizes impact by both creating new startups AND creating 
jobs for the community at large.) The effect of this is that as jobs are created, the businesses funded by the 
VSL grow faster. As a result, they can repay their loans more reliably and contribute more to future 
lending in personal savings. This, ultimately, maximizes the long-run sustainability of the VSL project- 
without having to rely on foreign donations (which can never be promised). 
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