Repayment rate, reimbursement delays and loan usage: 
when microfinance meets successful repayment rates, lessons from the PDIF programme in Senegal
Executive Summary 
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The literature has accorded a lot of interest to the factors that influence repayment rates, either positively or negatively. Nevertheless, rare is the literature that addresses directly the issues of delays in repayment.  The objective of this paper is to study the main factors that influence positively or negatively the repayment rates of Microfinance Institutions, such as the importance of group-lending methodologies, joint-liability, peer pressure, social sanctions but also risk-sharing –between women organizations and credit unions- or the credits’ flexibility in repayment schedules, etc. However, little attention is given to the importance of delays in repayment.

Therefore, through a particular program in Senegal, the PDIF program (Programme de Développement Intégré de Fatick), where my internship took place during 3 months, we elaborated a research based upon loan usage and delays in repayment.

This program was particularly interesting since it had reached a very high repayment rate, almost reaching 100%, while operating in rural remote areas of the region of Fatick. However, when looking closely at the repayment of loans, one gets to see that delays in repayment are quite frequent in the program. It turned out that women did reimburse their loans but with delays; delays that seem to form part of their daily lives. Therefore, not only was it useful to study factors influencing repayment rates but it seemed that such a study would lack of material and consistence if delays in repayment weren’t taken into consideration. For the work to be complete, delays had to be taken into consideration. 

Therefore, the research was completed and enquiries were conducted to get to know the activities women exercised and the usage women made of the loan, since it is this utility that impedes women to reimburse a loan. Moreover, it was fundamental to understand the essential difficulties faced by these women in order to fight against their misappropriation of the loan and to ensure the viability and sustainability of the institution.

The data was collected through questionnaires. Two types of questionnaires were submitted, one which was elaborated for the group members’ of women organizations beneficiaries of the PDIF and the other questionnaire for the presidents of these groups. Both qualitative and quantitative data were obtained in order to understand the usage women made of these loans. Two kinds of groups were chosen: those having repayment delays and those not. 

The main quantitative data obtained from the women beneficiaries involved the amount of their last credit received, their number of credits received with the PDIF program, their activities’ benefits and expenses and most important the duration of the delays.  Whereas for those concerning the qualitative data, part of it was dedicated in the data concerning the group’s functioning and the other part to the usage individual members made of their loan. The qualitative data obtained involved the reasons behind delays in reimbursement, the applied sanctions or the follow-up of reimbursements once delays occurred.  The data also concerned the particular activities and their difficulties. Most important was the way the strategies used to resolve it, the sanctions (financial or social) applied, etc. 

Interviews were also made with other development actors, mainly the CADL chiefs (Centre d’Appui au Développement Local) or with the intermediary “relais” between the PDIF program and the women organizations which were particularly in charge of the monitoring of credit activities, which in the framework of this research was particularly interesting as they exercised pressure on repayment loans and were those closest to the women organizations.

Therefore, we noticed that the mechanisms were the same between women that have shown delays in repayment and those that have reimburse at due date. The loan usage is the same besides the fact that a few women handle themselves better by taking money from their relatives or from their savings to reimburse the loan, the main difference resides in the fact that some got to repay the loan while others suffer from it, thus leading to delays in repayment. 

It turned out that the loans weren’t always used for generating income activities. The loan was either entirely used for women activities (mostly small businesses or livestock farming) which comprised all the difficulties involved in it- lack of money, infrastructure, payment with credits, etc. - or part of the loan was used in non generating activities such as the payment of medicine prescriptions, health issues, friends and relatives need or in ceremonies such as the Tabaski event or the Korité one.
