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Glossary

Banque de la Republique d'Haiti (BRH)— Central Bank of Haiti
Borlette (also Banque de Borlette}- Both a lottery stall and specific type of loytgame

Caisses populaires-Savings and credit cooperatives, more closelgsuged and thus more

formal than mutuelles.
Gourdes— Haitian Currency

KNFP — Konsey Nasyonal Finansman Popile. A network ofrfial institutions supporting the
rural sector in Haiti, particularly mutuelles.
KOFIP — An institutional member of KNFP.

Le Levier — Federation of caisses populaires

Madan Saras— Traveling merchants

Maison de Transfert— Money transfer organization

Manman Sol- Founder, or money taker, of a Sol

Mutuelle — A local savings club, smaller and less regul#tea caisses populaires
Poignard — A moneylender

Sabotays— A form of sol found specifically in marketplaces

Sogebank- Largest Haitian bank by asset base

Sols—Rotating savings and credit association

Tiraj — Winning lottery draw (based off the New York@nicago lotteries)

Unibank — Second largest Haitian commercial bank



Introduction and Summary of Conclusions

“Savings and Chance,” a study by a team from thet€ for Emerging Market Enterprises
(CEME) at The Fletcher School, Tufts University,smatended as an exploration of several
theories that connected the presence of savingggrio gambling practices. Team members
analyzed social and financial gains or losses fitoese connections, largely in rural Haiti. The
study also explored young people, their perceptadmeoney and their opportunities for
financial education. Members of the team reviewiddture beginning in June 2009,
interviewed Haitian immigrants in June 2009, argited Haiti in July 2009 and January 2010 to
conduct personal interviews.

The inspiration for the study was the very visilel widespread use of the Haitian lottery
system, an observation made by members of the be&émne June 2009. We believed that
privately-owned borlette stalls had much to teagbpsiers of both formal and informal financial
services.

Below is a summary of the initial “hunches,” or loffpeses, that shaped our research questions
and the findings that pertain to each.

Hunch 1: The presence of borlettes signals an oppainity for lottery-inspired financial
products.

Finding: There is great potential for lottery-limkeavings products to meet current consumer
demand for both savings and gambling. While thditutgonal capacity to offer such a
product does not currently exist, financial ingtdnos might be more inclusive of the poor if
they adopted elements of the “borlette culturethi@ir product design and delivery.

Hunch 2: Borlettes might be facilitators of bettersavings and loan products.

Finding: Drastic enhancements to cash and infoonatianagement systems would need to
occur for the borlette system or individual boeststalls to act in the capacity of a financial
agent or facilitator.

Hunch 3: Haitian mutuelles might stem excessive gduting.

Finding: Haitian mutuelles currently play a roleimiting gambling expenditures, one
which could be expanded to benefit community firaiwith additional training on ways to
save more between meetings, mutuelles could haatagrinfluence on household savings.

Hunch 4: Haitian mutuelles might offer a platform or distribution point for more

formal financial services.

Finding: Haitian mutuelles are one of the few ingibns reaching poor, rural populations
and could provide a platform for additional finaaicservices. That said, their diffuse,
decentralized structures make them difficult totmer with from a financial service

provider’s perspective.

Hunch 5: Haitian savings mutuelles might be a usefdormat to advance financial
education for adults and youth.

Finding: Youth are beginning to join savings mule®lwith great success. This practice
could be more widely promoted as a route to finalreiucation.



This report does not follow the elaboration of #hésinches but instead is organized into four
sections that highlight descriptions and findingattshed light on each hunch, and concludes
with a brief re-examination of the hunches themsslv

Section 1: Formal Financial Services

This section examines the financial services tegtilated and semi-regulated providers are
offering to Haiti's poor.

Conclusion.While financial services have become more inclisivHaiti, in aggregate
providers could do more to reach a poorer clientgeticularly with savings services.
Banks, microfinance institutions (MFIs), credit ans and insurance companies offer
services that are still largely out of reach fa thajority of people living in rural areas. Both
inaccessibility and mistrust limit the scope off@al (regulated banks and insurance
companies) and semi-formal (MFIs and caisses papa)aservices in rural areas. While we
heard informants discuss more distributive bankiogsibilities for the future, the team
concluded that branchless finance or agency-basekirg (Section 1.4) was not imminent.

Section 2: Informal Financial Services

This section examines various money-borrowing andey-saving devices used by low-income
Haitians, including the lottery.

Conclusion. Financing urgent needs, such as burial costs autical expenses, is extremely
problematic for most Haitian families. Despite #fforts of formal financial institutions to
reach poor households with products that fulfii themand, like burial insurance and
affordable loans, most households still rely on psivops, unsecured moneylenders, sols,
and mutuelles. In the minds of many, playing theely is equivalent to a using financial
tool, however informal or insecure. It competeswather forms of savings and investment
at the household level. Informal providers havetadd teach formal financial institutions
regarding accessibility and flexibility in servicents.

Section 3: From Lucky Sum to Lump Sum

This section explores the operations of the balgystem and discusses different ways
consumers use the lottery. It also examines wagtsiticorporating aspects of the lottery might
benefit financial inclusion.

Conclusion. The lottery system in Haiti is extensive, with 0@&,000 borlette stalls spread
throughout the country grossing an estimated $illibrb* While major regional and national
chains visibly dominate the market, smaller opesatake advantage of low entry costs and
compete locally. The borlette system has muchaohtéormal and informal financial
institutions. Customers use it often to try to aslasnp sums that seem impossible to do in

Pooja Bhatia, “Haiti puts its faith in the lotteryrhe National, (Posted April 02, 2010), Accesstite
http://www.thenational.ae/apps/pbcs.dlil/article? AIP0100402/REVIEW/704019990/100@\ccessible at April 8
2010)




any other way. To earn the patronage of clienteteided solely on the lottery as a main
financial tool, more mainstream providers couldddeérirom reviewing the methods and
successes of other countries where prized-basauysasystems have been introduced. They
might also benefit from adopting those elementhefoorlette system that have attracted a
large percentage of Haitian to playing.

Section 4: Youth and Money

This section describes the attitudes of youth towaoney and ways in which this population
segment might be better served.

Conclusion. At present, youth often enter the workforce withappropriate skills or
mentorship for adult decision-making around careaesmoney. Youth-oriented financial
programs, particularly savings programs, remaimomkn to most Haitian youth. In Haiti, as
in most places, youth enjoy mastering new technetod hey also organize around many
themes, some of them financial. Financial institiasi and promoters of mutuelles would do
well to target youth for simple savings and lendsegvices. Mutuelles, besides offering
members the discipline of thrift and the gratifioatof accumulated savings, are excellent
points of dissemination for other kinds of finandarvices and financial education.

Methodology

This report presents an exploration of two seemyidgdparate aspects of Haitian livelihoods—
the lottery and savings mutuelles—and the insighgy offer about financial services and
practices in Haiti. The inspiration for the stugnte from Wilson’s field visits to Haiti in 2007
and 2008, while on assignment for Catholic Relief/&es.

The resulting findings are drawn from research tbak place over nine months. The research
teams collected initial background data in Bostmmorag the Haitian diaspora in June 2009, and
conducted two research trips to Haiti in July 2608 January 2010. The teams relied largely on
informant interviews to learn about the lotteryteys and motivations for gambling. In order to
uncover youth perspectives on money, savings, ambting, the January research team carried
out a digital photography workshop, inspired by ZM&nd Digital Democracy’s methodologies.

Research Mission to Haiti, July 2009

After interviewing members of the Haitian diaspord&8oston, the 2009 team traveled to Port-
au-Prince in July 2009 to conduct interviews witformants at international aid organizations,
caisses populaires (credit cooperatives), mutudibesal savings and lending clubs), and the
Banque de la Republique d'Haiti. Accompanied by@&aye Burpee of CRS, they traveled to
southern Haiti to investigate the operations arelaighe lottery system, as well as the
deployment of local savings clubs as a defensenagakcessive gambling. The team also
examined the impact of environmental degradatioruoal Haitian livelihoods and the country’s
economy. July’s preliminary findings gave rise tllgional questions and another research
mission in January 2010.



Research Mission to Haiti, January 2010

The 2010 research team consisted of two fellows fiidetcher’'s Center for Emerging Market
Enterprises and five Fletcher second-year gradstatents. The team divided its time among
institutional interviews in Port-au-Prince and miews with lottery operators and youth across
northern Haiti. In Port-au-Prince, the team mehwatticrofinance organizations, donors, NGOs,
telecom providers, and banks.

In northern Haiti, three students investigatedldtiery system in Gonaives through interviews
with owners, operators and players at four lotstgfis. In both Gonaives and Boston, former
borlette owner Woozbert Norgaisse acted as annrdtion provider and a connector to other
borlette operators.

Two students traveled to Gros Monde to meet wittesn young adults, ages 18 to 24, to
explore their views on finance through the medidmhmtography. The researchers conducted a
photographic workshop to explore the theme of marayits significance to Haitian

households. Four teams of four youth were eacbngalrgital cameras to document four key
guestions: What are the consequences of money?rDoesy make you better than other
people? Can you live without money? What are tles @ money?

The teams spent several hours documenting theimzomties. Later, they discussed each
picture and its meaning with the researchers. offem-ended, exploratory nature of this
research method allowed the researchers to unddrta point of view of these youth without
influencing the discussion with pointed questions.

2 Joshua Haynes, Matthew Herbert, Mariah Levin, &€imé Martin, Toru Mino



SECTION 1: Formal and Semi-Formal Finance

While formal, commercial banks still serve onlyraadl fraction of the Haitian population (banks
currently lend to just 1% of the total populatiosgmi-formal microfinance institutions and
money transfer operators (maisons de transfert)igegoraluable and more accessible services to
a growing number of Haitiarfsin addition, regulatory changes are transformiregfinancial
services’ landscape in Haiti. The removal of insérate caps and reduction of restrictive capital
adequacy requirements in the 1990s have allowelhthest commercial banks in Haiti to begin
to target lower income populations through micrddreperations. Meanwhile, MFIs, though
still lacking a robust regulatory framework, arevimg closer to the formal banking sector:
Some of the major MFIs now fund much of their lom®ugh the savings deposits of their
members. Inseparable from all internal financiaviees in Haiti are remittances from the
Haitian diaspora, whose annual transfers amou6% of the country’s GDPThis section on
formal and semi-formal finance outlines the curgate of formal financial services, as well as
some key trends and future possibilities, like agdmased banking. It also reviews remittances
in Haiti, given the financial impact of this phenenon. These elements provide a backdrop for
our substantive research on savings and chance.

1.1 Banks and Micro-Finance Institutions

For decades, the banking sector in Haiti excludidoua the richest Haitians and businesses from
borrowing and deposit services due to conservatioeetary policies by the Banque de la
Republique d'Haiti (BRH), the nation’s central baRkom the early 1980s until the mid 1990s,
the BRH intentionally limited credit availabilityhtough loan interest rate caps and high capital
reserve requirements; as a result, lending to dloe was unprofitable for commercial banks. The
1990s brought change on two fronts. First, NGO-spoed MFIs, unregulated and therefore not
restricted by interest rate caps, entered the maricebegan lending to poorer Haitians; second,
in the mid-1990s, the BRH eliminated the interest icaps for banks. This spurred commercial
banks like Sogebank and Unibank to enter the mitaote lending market. The last decade has
seen a convergence of the major commercial barksh@MFIs: commercial banks have
established microfinance subsidiaries to deepéaniiarket penetration, and MFIs have pursued
the status of regulated financial service providersrder to fund their credit activities through
deposits.

Banks still serve only a small fraction of the kemtpopulation. An average outstanding loan
balance is twenty times the per capita GDP of U3[F00, which implies that an extremely
limited number of people access bank loans. In fatks lend to just 54,877 clients, or 1% of
Haiti’'s 5.3 million adults. Deposit services aremnaidespread, given the banking sector’'s 1.9

% lan Whiteside and Steve Wardle, “Haitian Microfica Industry Overview” (Haitian Microfinance, In2Q09),
11-12; see: http://www.haitianmicrofinance.com/lgiMicrofinancelndustryOverview.pdf.

* Lucy Conger, “Keeping remittances flowing to Haithter-American Development Bank, (Posted Jani2dfry
2010), Accessible ahttp://www.iadb.org/features-and-web-stories/2010e@glish/keeping-remittances-flowing-
to-haiti--6481.htm| (Accessed February 10, 2010)




million savings accounts, but are available alnessiusively to the Port-au-Prince area; 82% of
the total bank savings portfolio is located in ta@ital® In addition, banks’ assets remain largely
consolidated. Just three of the eight commerciakb@aperating in Haiti, Sogebank, Unibank,
and Banque Nationale de Credit, account for 86%h@®tUSD 2.21 billion in total assets within
the banking sectdt.

Microfinance institution credit products are reaxgha significantly larger clientele compared to
commercial banks. Their much smaller average laenaf USD 540 and broad geographical
presence have enabled more than 147,976 peoptermab Currently, 63% of all MFI branches
and many mobile loan officers are located outsideart-au-Prince, making financial services
available to rural populatiorfsThe microfinance sector also comprises many mareigiers

than the banking sector. There are presently 21sMpérating in Haiti, and the number
continues to grow. The two largest domestic baSkgebank and Unibank, have both entered
the MFI market with microfinance subsidiaries Sajesnd Micro Credit National (MCN),
respectively. However, MFIs experience more a ictste regulatory environment: Regulations
currently prohibit MFIs from using customer depssa fund their loan activities, for example.
Our research showed that this type of regulatimitéid the extent to which MFIs could grow. At
least one MFI, Fonkoze, obviates this barrier graig unregulated “investment accounts” to
customer$.

The following section describes the operationdefthree largest bank and MFI players
attempting to provide Haitians with more affordaatel accessible financial services.

Sogebank/Sogesol

Sogebank was founded in 1986 when Haitian investougiht out the local Royal Bank of
Canada. As of 2008, the bank served 30,373 borsoamet 529,184 depositors through its 45
branches.At the time of this research, Sogebank held thgelst asset base among all banks in
Haiti at USD 781 million.

In 2000, Sogebank opened its microfinance service 8ogesol, as a joint-stock company
following regulatory changes in the 1998sSogesol worked with ACCION International as a
technical assistance partner in designing anchgpthut its services. The MFI has offered only
loan services to its clientele and has lent to 82 [aorrowers, according to the 2008 Mix Market
numbers-! Sogesol currently relies on Sogebank’s existirmmbh infrastructure, with only one
dedicated Sogesol branch. Rural populations aréhedinancial institution’s target clientele, as
33 of Sogebank’s 45 branches are concentrateaiRdhnt-au-Prince aréaln contrast with

more traditional microfinance lenders, Sogesolregsiired collateral on all of its loans. Given

® Whiteside and Wardle, “Haitian Microfinance Indysbverview,” 11-12.

® Ibid., 10.

" Ibid., 8-9.

® Ibid., 5.

° |bid., 11-12.

12 «“Banking the Underserved: New Opportunities fon@oercial Banks; Exploring the Business Case” (DFID,
2005), 13-14; see: http://www.dfid.gov.uk/Documdntiblications/banking-underserved.pdf.

1 Mix Market — Sogesol: http://www.mixmarket.org/sfhgesol

12 \Whiteside and Wardle, “Haitian Microfinance IndysDverview,” 11.



its average loan size of USD 958 in 2008, five 8rtlee average size of MFI competitor
Fonkoze, this policy seems to have excluded thegsodrom its client base.

Unibank/MCN

Unibank is the second largest commercial bank ejgran Haiti, according to its total asset
base of USD 680 million. As of 2008, the bank ser%®89,345 depositors and 2,578 borrowers;
its average loan size is very high at USD 67, 76venty-five of the bank’s 38 branches are
located in Port-au-Prince. While these numbersatondicate much focus on serving the
broader Haitian population, Unibank is working #pand access to their portfolio of financial
services.

In 1999, Unibank established Micro Credit Natio(MICN) as a joint venture, with 50% owned
by Unibank and 50% owned by three NGO partfighscluding the branches of MCN,
Unibank/MCN'’s sixteen outlets in the provinces aoaiten departments in Haifl.As of

March 2008, MCN served 9,873 borrowers with an ageroan size of USD 1,041—just 1.5%
of Unibank’s average loan sizeUnibank’s CEO, F. Carl Braun, stated that, beythedbank’s
micro-lending joint venture, it also seeks to suppioe Haitian savings cooperative movement;
50 cooperatives already deposit their clients’ sgsiat Unibank. He added that customers may
open savings accounts for as little as 125 gouaddsat the manager’s discretion, for as little as
25 gourdes?®

Fonkoze

Fonkoze was founded in 1994 and, since then, hasmeethe largest single lending institution

in Haiti, serving approximately 50,000 current loovers. Fonkoze operates a non-profit arm, the
Fonkoze Foundation, and a for-profit entity, For&k&mancial Services. While still regulated as
a MFI, Fonkoze has been attempting, unsuccessfollybtain a banking license since 2001 in
order to expand its services. While its licensaiest) has not yet been granted, Fonkoze
Financial Services operates very much like a binkanages a sophisticated core-banking
system with the BRH’s approval to access depasifsrid its loan portfolid® The MFI

currently has 200,000 depositors to fund loansst60,000 borrower® The organization runs

41 branches throughout the country, including 2th@northern departmerftseleven in the
central departmentg;and six in the southwe$tBeyond its branches, Fonkoze relies on a large

13 “Microfinance in Haiti,”"MIX Market 2008; see:

http://www.mixmarket.org/mfi/country/Haiti/flatster mfi_mfdb_data.mix_diamonds__ c,balance_sheet noss.d
oan_portfolio,products_and_clients.total_borrowsneucts _and_clients.number_of _depositors,calaulatisd.av
erage_balance_borrower/2008/.

1 Whiteside and Wardle, “Haitian Microfinance IndysDverview,” 12.

5M. Tucker and W. Tellis, “Microfinance Institutioms Transition: Fonkoze in Haiti Moves toward Reafed
Banking Status,Journal of Microfinance’, No. 2 (2005): 116.

®Team interview, F. Carl Braun, CEO Unibank, Jan@rg010.

YWhiteside and Wardle, “Haitian Microfinance Indys®verview,” 9,12.

18 Team interview, F. Carl Braun, CEO Unibank, Jap@r2010.

¥Tucker and Tellis, “Microfinance Institutions indnsition,” 118-119.

D Team interview, Anne Hastings, January 7, 2010.

% The Departments of Nord-Est, Nord-Ouest, Nord,t@emnd Artibonite.

#The Departments of Ouest & Sud-Est.



cadre of credit agents for its loan program and@pmately 2,000 “centers” (community
groups affiliated with the borrowing and savingadtions of Fonkoze). With an average loan
balance per borrower still under USD 200, Fonkaz®ioues to prioritize the provision of
microloans to low-income clienfs.

1.2 Caisses populaires (Haitian Credit and SavingSooperatives)

Savings and credit cooperatives in Haiti, calleidses populaires or simply caisses, are
struggling to earn back their reputation as sadeqs in which to deposit savings. In 2002 and
before, largely unmonitored, caisses were promikigh returns on savings to depositors. New
customers, lured by promises of interest rate€86 and higher, had opened new accounts for
the previous few years. Deposits climbed, and ddrdiid and mismanageméntin 2002, large
numbers of the caisses collapsed, wiping out tipesitors’ savings and leading to widespread
social instability.

In July 2009, adult members of mutuelles (locairsgs clubs) in Les Cayes still complained about
the 2002 financial losses of savings suffered hghimrs and by local mutuelles that had placed
surplus funds into caisses populaires. “Peopledwestything,” said a member of one mutuelle.
“They sold livestock and jewelry to get the higkuraes promised by the caisses. Some were
promised a 15-20% return. They are still set b&&IOf the interviewees, one man lost 43,000
gourdes (USD 1,205) and one woman lost 50,000 @sufdSD 1,400), both having invested in
the same failed caisse populaire.

To redress the failed performance and reputatiaraisses populaires, Desjardins, an
international NGO based in Quebec, Canada, heladeca federation of Haitian caisses. Le
Levier, as the federation is known, has strictsute the performance of its members. Of the
220 caisses in Haiff, Le Levier hopes to eventually include 50 of thersgiest caisses within its
federated membership.

As of July 2009, the federation had just fourteaamers; by early January 2010, Le Levier
membership had grown to sixte®rMembers of Le Levier are IT-linked. Prior to ttendary

2010 earthquake, clients could receive smart datdaded to ease cash withdrawals. According
to Pierre Turcotte of Desjardins, the federatiors waproving the image of the caisses. “Our
challenge now is too much liquidity,” said Mr. Totte. “We are seeking to extend good credit
and keep savings limited until we can strike tightrbalance

Indeed, the idea of excess savings was repeateduty 22, 2009 interview by the manager of a
rural cooperative—the cooperative itself a memlbéred_evier. He said savings services were in

The Departments of Sud, Grand'Anse, and Nippes.

24 Mix Market - Fondasyon Kole Zepol, Accessiblelitp://www.mixmarket.org/mfi/fonkoze

% For press coverage, see Cooperative crisis cagitniescalate in Haiti- Haiti Progress, “This WeeKaiti,”
Vol.20 no.19, 24—30 July 2002

% Two residents in Roche-A-Bateau reporting los@édVilson and G. Burpee, Filling the Blue Box, Worg
Paper, 2008).

" This figure changes depending on the source. Magpital.org reports 350 caisses. The discrepangybmalue to
self-identified caisse that actually large mutuelie solidarite.

% Team interview, Nedgie Flore Gilles Jean Bati€emptroller of Cooperatives at the National Coofieea
Council, January 11, 2010.

2 Team interview, Pierre Turcotte, July 17, 2009.



demand by customers. Members could deposit as #1225 gourdes, or about 60 cents, and
enjoy flexible withdrawals. As of July, more thab,@00 members had at least a simple account,
one which earned depositors no interest. Membeshdre in returns on shares. Clients hale
from as far away as Les Cayes (90 minutes by Tag.manager confirmed Turcotte’s
analysis—that making good loans is the greatedterigge for this caisse.

Despite the advances of Le Levier, many caissefnbtded in the federation lack consistent
oversight by regulators. Nedgie Flore Gilles Jeaptite, the Comptroller of Cooperatives at
the National Cooperative Council in Port-au-Primegparked that her government agency was
mandated with overseeing the nation’s caisses;dultl only afford to monitor their activities
through annual reports. The National CooperativeriCo does not have the capacity to give
technical assistance to caisses, since it opevatassmall budget with forty staff across Haiti. It
also does not have an up-to-date database onigsesa@ountrywide. Its telephone lines often do
not work in regional offices; this leaves the staffely on unpredictable email access.
Sometimes, the staff use personal cell phonesrtoramicate intra-office, but the signals may
fail to connect®

The earthquake which hit Port-au-Prince on Janti@fy 2010 destroyed six members of the Le
Levier network and damaged six others, accordirthedesjardins websifé. Desjardins has
made a fundraising appeal to help members of theank restore infrastructure. It is not clear
what has happened to cash on hand for those cess®yed or damaged. Moreover, those with
lost records are working to withdraw from their agots.

Greta Greathouse, Chief of Party for the World Galusf Credit Unions (WOCCU) in Port-au-
Prince, reported that many caisse members are yoest workers and teachers. A high
percentage of such workers are thought to have kided in the quake, potentially leaving a
large hole in the caisse membership. Client ifieation is difficult post-earthquake for all
financial institutions, including the caisses. Marg missing documents, which are now buried
in collapsed houses and offices. Some caissesdevug special desks to help members locate
lost passbooks. Some caisses, she says, were bfteethe earthquake, their safes were stolen
or broken into*?

She predicts that liquidity will be a serious pexlin coming months. “So far, member
withdrawals have been less than expected—not at airious levels. This may change as the
members’ economic conditions worsen.” Le Levididwes, she says, that quiescent customer
response could simply mean that members are soeslithat they are not taking any action—or,
alternatively, that leaving their deposits in tlaésses is the safest thing that they can do.

Expected higher delinquencies will result in shaguctions of cash flow at the caisses, and
throughout microfinance sector. If higher riskc@nbined with increased levels members'
withdrawals, there will be a serious liquidity ptein 3

% Team interview, Nedgie Flore Gilles Jean Batidtsuary 11, 2010.

3L “Desjardins Group to Take an Active Role in the®wstruction of the Economic System in Haiti,” preslease,
February 16, 2010; see http://www.desjardins.cofa/gropos/salle_presse/la_une/communiques/201003&60
32 various communications with Greta Greathouse, dgrMarch 2010.

3 For more on this, see “Dispatches from Haiti,” @r&Jnion Magazine, January 2010; available at
http://www.creditunionmagazine.com/Dispatches_frétaiti_1801.html.



Even before the earthquake, a regulator lamenegdtential harm of natural disasters: “The
big problems are hurricanes,” said Evens Jerondelin2009%** “They wipe out the caisses.
Everyone wants to withdraw in times of disaster.”

The failure of many of the caisses populaires eyglars ago has not discouraged rural people
from seeking safe savings services. But, outreatieabest caisses, even before the earthquake,
was limited. The have a long road ahead to rectiveprogress of their network, and to realize
the promise of reaching very poor people.

1.3 Remittances

Remittances from abroad are a key financial inputdany Haitian families and for the Haitian
economy. The aggregate size of remittances pemamnastically exceeds both the foreign

direct investment and international aid flowingpitthe country*>*® Approximately 25% of

Haitian families receive remittances from friendsl aelatives abroad. Remittance recipients are
dependent upon these funds to provide for foodenatsupport, and children’s education.
Remittances, and the companies that transmit tiwdiriikely expand as an increasing number

of Haitians seek work abroad.

Approximately one-fifth of Haitians, two million pele, reside abroatl. While expatriate

Haitians can be found throughout the world, 87%hefdiaspora resides in the U.S., Canada, and
the Dominican RepubliZ® The size of the diaspora, and its economic impegahas grown
dramatically over the last 20 years. As recentl§ 235, remittance flows stood only at USD108
million; now, they reach over USD1.65 billion aniiy&® This figure amounts to over 30% of
Haiti's GDP, down from 54% in 2004:**Most of this impressive sum is transferred to Haiti
small increments, or as little as USD100-150 orraye from the U.S. (those from the

Dominican Republic tend to be much le§sf>*While remitted amounts tend to be low, many
send funds ten or more times per y&ar.

3 Team interview, Evens Jerome, Assistant Dire@&CP, of BRH (Bank Republique de Haiti, Haiti’s i@l
Bank), July 15, 2009.

% Evans Jadotte, “International Migration, Remitiemand Labour Supply: The Case of the Republicaifi,
UNU-WIDER, Research Paper No. 2009/28, (May 2009),

% Catalina Amuedo-Dorantes, Annie Georges, and SBsan, “Migration, Remittances and Children’s Schupl
in Haiti,” IZA DP No. 3657 (August 2008), 7.

3" Damien Cave, “Lines and Tempers as Haitians Qfmu@ash,” The New York Times, January 26, 201@; se
http://www.nytimes.com/2010/01/27/world/americagidifi.html?scp=1&sqg=Haitian+Remittances&st=nyt.

3 Manuel Orozco, “Understanding the Remittance Econin Haiti,” Paper Commissioned by the World Bank
(March 15, 2006), 7.

% Donald Terry, “Remarks on Remittances to Haiti'UIMateral Investment Fund, Inter-American Devetommt
Bank, (March 6, 2007)
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Remittance recipients tend to be family membememendents of the sender, oftentimes
children, spouses, and/or parefitShe majority of recipients are under 40, and ryelaalf have
at least one child in their househdi@**Remitted funds are largely used for basic needs) as
clothing and food, or to pay schooling fé&3hey are a vital source of income, particularly as
55% of recipients have no other earnings, and 23&b ender USD500 a ye#tIn some cases, a
recipient household benefits from multiple remgteRoughly half of all remittances are sent to
recipients in Port-au-Prince and other urban awas half is sent to recipients in rural aréais.

is important to note that most remittance recigere not the most destitute in Haitian society;
59% of the poor are believed to receive remittancespared to only 36% of the very paor.

In addition to expenditures on food, clothing, addication, Haitian remittance recipients have
shown a strong interest in saving some of the vedeiunds>® The interest in saving some
remitted funds is reportedly higher in Haiti thamother remittance receiving nations in Latin
America® However, saving is complicated by a shortagerafritial services, especially in rural
areas. One survey found that only 17% of rural teamce recipients held bank accounts in 2001,
while a 2006 study reported that 70% of urban iieqis held a savings account.

Methods of Transmitting Remittances

Diaspora communities make use of three remittaracester mechanisms: maisons de transfert,
pocket transfers, and in-kind transfét#daisons de transfert are formal or semi-formal eyon
transfer operations that handle the majority otiutransferred. Pocket transfers involve the
informal movement of cash into Haiti via courigkepwn as “mules.” Such services are
common, especially amongst Haiti's diaspora inDieeninican Republic. Finally, in-kind
transfers are common. A migrant may either remqgtalghase material supplies from Haitian
vendors for their family members, or ship supplfiesn their location to relatives in Haiti.

Maisons de transfert stand out as the primary ablgahrnough which remittances are sent to
Haiti. In a 2005 survey, 70% of respondents noted reliance on these Haitian and
international money transfer operatdfaVhile fourteen maisons de transfert are authorized
transfer agents in Haiti, three companies admin&@&6 of recorded transfers to the country:
Caribbean Air Mail Transfert, Western Union (Soggbaand Unitransfert (Unibank§.Most of
the major Haitian banks or quasi-banks tried t@biato the remittance market: Sogebank,

“®|bid, 11.

*Ibid, 21.

“8 Emiko Todoroki, Matteo Vaccani, and Wameek Nooh&TCanada-Caribbean Remittance Corridor: Fostering
Formal Remittances to Haiti and Jamaica throughdiffe Regulation,” World Bank Working Paper No316
(2009),69.

9 Orozco, 25.
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Unibank, and Fonkoze have especially focused oarekpg their market shares. At present, the
formal regulation formally governing maisons densfert is poorly and inconsistently
implemented; many companies are operating infosnaliccording to their own interpretation
of the law™®

Meanwhile, pocket transfers, and other courier hasevices, present the second predominant
model for Haitian remitters. In the past, and egdlgcto rural or remote areas, individuals
preferred to transfer their funds through pockansfer services, operated by individuals know
as “facteurs.®*® Such services are still widely used by the Haitammunity in the Dominican
Republic, though, for unknown reasons, they seebetiess widely used amongst overseas
diaspora group®:

Finally, in-kind transfers have gained popularitieothe last decade. There are two basic models
of in-kind transfers. In the first, the sender bsitkps (or hand carries) goods purchased in his or
her country of work to Haifi? Prices for all goods are often well above the regaiverage in

other nations in Haiti, which makes in-kind tramsfat times the most economical way for
senders to provide for the needs of their relatilreghe second form of in-kind transfers,

remitters pay for a selection of goods via a mag®transfert. The desired goods are then
purchased by the maison de transfert's agent iti &fadl provided to the desired recipiéhtn

some cases, such as with Caribbean Air Mail Trapsfach maison maintains warehouses in
Haiti fuI(IMof commonly purchased goods, ready foipsnent to recipients throughout the

country.

1.4 Agency-Based Banking in Haiti

Agency-based financial services (ABFS) refer toghmvision of financial services, such as
savings access, money transfers, and loans, thtbudghparty outlets who act as agents for
financial service providers. These agents serve@acements for branches, providing services
to account holders that require a “physical presgr@ash handling and account opening for
example®® Agency-based services require the use of techgiptggically either a system based
on bank cards and agent Point of Sale (POS) dewicese based solely on mobile phones, that
at a minimum identifies customers and records/traisstransactions electronically between
agent and principal. Mobile phone-based systenwsallew for certain transactions, such as
balance inquiries and transfers of value betweeniats, to be handled remotely (that is,
without the need for any agent interaction). Agemtstypically existing retail vendors, but can
also be post offices, lottery stalls, or other ficial service providers such as savings groups or
MFIs.

%9 Todoroki, Vaccani and Noor, 73.

0 Todoroki, Vaccani and Noor, 68-69.
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Figure 1.1: Components of an Agenc-Based Financial Servie Systen
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While a simple concept, the branchless banking inoakea powerful impact on the econon
of financial service provision. In the slums of Kehi, Pakistan’s Tameer Bank estimates
the setup cost for a branch is 30 times that aigant,and the monthly running costs 93 tin
more expensive. Transaction cost reductions acedsmatic, with Peru’s Banco de Crec
estimating that the same cash transaction wouldtea-thirds less at an agent than ¢
branch®® The radically lower co structure of an agency model allows financial ser
providers to profitably serve far poorer and mammote communities than would ever
possible through a traditional, brar-led model. Brazil was an early mover in allowingnks to
utilize an agencyased banking model and the impact on accessnwafdranking services hi
been rapid and pronounced. In 2005, 25% of Bra@il®0 municipalities lacked any acces
formal banking service¥. Within thre¢ years Brazil had 95,000 bank agent local established
covering 100% of municipalities, and this increaaedess led to the opening of 13 million r
bank accounts throughout Bra®® The M-PESA agenciased financial services trans
service in Kenya has also shown the incredible grgwtential of agen«-based services, with
million registered users of the service and moaa th0,000 agent locations in which to regis
or desit and withdraw transfers after only two yearspératior®® This is compared t
approximately 5 million accounts and 930 brancleall banks in Kenyd?

The Opportunity for the Agency Model in Haiti

Haiti faces significant hurdles to widespread ncial access, with a largely rural, I-income
population that is costly to serve. As a resultitiHeas an extremely low penetration of forn
financial services, with only 164 total bank bragsln the country (as of the enf 2007)
amounting to less than twavanches per 100,000 people (see Figure 2 be’* For areas
outside of Port-atrrince, bank access is even more limited, as 1@®eafotal bank branch
(66%) are located in the Port-&uince area, leaving only 56 branch locations soadthrough
the remainder of the country. In contrast, rdtaihtions are abundant, with estimates fi
interviewees placing the number of lottery staltma at 35,000, or over 200 times the nun
of bank branches. From a cash distribution andcttinstandpoint, a retail agent model co

®pid, 2.

" Hannah SiedelExtending Financial Services with Banking Ag, Brief (Washington, DC: CGAP, April 200¢
1.

® lvatury and MasThe Early Experience with Branchless Ban, 5.

9 Mark Pickens and Olga MorawczynsPoor People Using Financial Services: ObervationsGustomer Usag
and Impact from M-PESACGAP Brid (CGAP, August 2009),

% Annual Report, 200@Nairobi: Central Bank of Kenya, 2009),

" Rapport Annuel 200¢Port-auPrince, Haiti: La Banque de la Repuplic d'Haitip8) 54



vastly increase access to formal financial serviBeyond agent cash points, mobile phones
present a significant opportunity in Haiti to prdg@iaccess to remote financial transaction
recent poverty surveshowed that 85% of all households already havesadoea mobile phon
and with mobile penetration rates having grown edmpound annual growth rate of over 5
since 2006 mobile phone access is swiftly risi

Figure 1.2: Bank branches per 100,000
people

United States | ]
Brazil | |

Japan
Philippines |

India

South Africa

Haiti .

0.00 5.00 10.00 15.00 20.00 25.00 30.00 35.00

The landscape for AgencyBased Finanial Services Systems

Despite the opportunities for age-based financial services in Haiti, financial seevproviders
and Mobile Network Operators (MNOS) in Haiti hawt o release any such product. Am
the large players in the MNO and financiervice sectors, Digicel and Voila are seriou
pursuing the launch of agenbgsed financial services products utilizing mopit@nes, bu
financial service players have not made real hegdmwthis new spac

Digicel is the largest MNO in Haiti and oiof the largest private companies in the country,
as a result will be a key player in any age-based financial services effoAs of January 200
the company had over 2.1 million subscribers intiHand was growing rapidl Before the
guake they wee making a push to release their ag-based financial services product in H
instead, and had already secured a bank p&’2

Digicel’s product will utilize a MN(-led model similar to MPESA, with a bank partner wi
mainly serves to hold a trusta@mint for cash moving within the system. Digicedws the
product from a traditional MNO perspective, servinginly to differentiate Digicel fror
competitors and increase switching costs for Digitastomers. Interoperability and op
systems will not b of much interest at this time. From a revenuedgaint, Digicel is primarily
interested in acquiring a share of the internatioemittance market into Haiti, though it
unclear how much progress has been made with eggatators or internatior partnerships.
Offering savings products and other financial ssrsihad not been seriously conside For
agent networks, Digicel plans to utiliits retail locations (150 throughout Haiti) andetdasting
airtime resellers/ Papadap agents (m«to-mobile top-up system) initiallyThe company i

"2 Team Interview, David Sharpe, Head of ProductsRnicing for Digicel Haiti January 2010.



also interested in the potential of Haitian lottetglls (borlettes) to serve as cash-in/cash-out
points, but no concrete headway has been madernuitieg outside retailers as agents.

Voila — Comcellis the second largest MNO operating in Haiti, vatker one million subscribers
nationwide. Prior to the earthquake, they were nejplty developing a mobile banking system in
partnership with Unibank. Post-quake, the MNO feadfirmed its interest in expanding its
product offerings to allow for mobile-based comneeand banking® The parent company of
Voila — Comcell, Trilogy International, has comraiitto investing USD100 million in mobile
infrastructure development, with the aim of cregénmobile centered economy in Hafti.

Fonkozehas proven itself as an innovative financial ser\provider, pioneering micro-savings,
micro-insurance, and low-cost remittance transfedpcts in Haiti. The organization has
exhibited an interest in better leveraging mobheme systems to more rapidly relay account
information and provide increased transparencyddte, Fonkoze has not developed a mobile or
agency-based finance system, though managementetmamize that such systems may
potentially better provide information and accesadcounts for their rural members. Since the
January earthquake, Fonkoze has been operatindpiderbcanch out of a van to serve customers
in the severely affected area of Leyogan.

Unibank: Discussions with UNIBANK indicated the organizatihad not planned to branch into
mobile financial services. However, similar to mfisancial institutions we talked to, they
displayed some interest in the possibility. UNIBANIstrategy over the last 17 years has shown
it to be generally open to the adoption of différetnategies and technology that enable it to
increase its depositor base.

Building Agent Networks

Successful agency-based financial service prodeqtsre physical infrastructure to distribute
cash to or collect deposits from end users, auwtbarew accounts, and serve the cash and
electronic float needs of its network of agentss&ove the cash needs of its agents, agency-
based financial services such as M-PESA rely hgawilestablished bank branch infrastructure,
but Haiti has only 0.86 bank branches per 100,Gpje outside of the capital and the largest
single bank branch network (Unibank’s) has onlytatal branche$® This severely limits the
ability of banks to serve as the primary cash ihstion hubs for an extensive agent network.
Utilizing a super agent model, whereby other baMds] branches (Fonkoze has 42), or larger
retailers serve as agent service hubs, would ngabkto creating a broadly accessible Haitian
agency-based financial service.

Also of primary importance is the question of whould serve as the agents to bring cash
services to end-users. Some potential agents amdréspective strengths and weaknesses are
outlined below:

"3 Cecilia Kang, “Telecom companies seek to makeildaitobile nation, The Washington Postjarch 24, 2010;
see: http://www.washingtonpost.com/wp-dyn/contetitle/2010/03/23/AR2010032304234.html?hpid=sedtec
74 1 pi

Ibid.
" This is based on 2007 Banque Republique de I'Haitiual Report data, which counts only 56 bank thais
outside of Port-au-Prince.



Maisons de transfert: These remittance outlets represent an existenénti@tized agent
network. The maisons de transfert networks beaectbudy both as examples of how to develop
such networks in Haiti, as well a potential backdéor true distributed banking systems. The
attractiveness of the maisons de transfert as agérns from their locatiofi their access to
technology’” and their experience in acting as pay out poiftts. possible drawback of using
maisons de transfert is the one-way nature of thesiness, with much larger amounts of cash
disbursed on a daily basis than taken in. Whilkzutg the maisons as agents could go a long
way towards alleviating this imbalance, it couldalead to access problems for consumers
looking to withdraw from their banking accounts.etey unknown is how the maisons are
supplied with cash for their activities, and whettech distribution systems could absorb the
increased liquidity needs of a branchless bankystesn.

Borlettes: With approximately 35,000 stalls nationwide angeipestimates of annual cash
inflows surpassing total annual remittances toiHié borlettes (or local lotteries) seem to
represent an ideal agency opportunity. Yet theeecamplications that will hinder the

widespread use of borlette stalls in agent netwdfls more details, see Section 3.4 below.

Other retail locations: The suitability of other retailers in Haiti to seras agency-based
financial services agents is an area where wedafficient information, especially given the
disruption in commerce caused by the quake. Hagifaw retail chains that would serve as easy
opportunities to expand an agent network quickliye @xception may be Digicel, which has 150
retail locations and tens of thousands of airtisseHers, which they plan on using as the
backbone of their agent network for their upconmmgpile banking system.

MFIs and caisses populairesWhile the formal banking system serves only a smatlority of
the population, especially outside of Port-au-Rejreemi-formal institutions such as MFIs and
credit cooperatives have a larger presence inrhanres and could serve as access points for
agency-based financial services products.

There are 21 MFIs in Haiti with a total of 153 bchas and 96 of those branches outside of the
capital. Fonkoze has 42 branches, a widespredit egent network, and a sophisticated core
banking system which could make it a good poteptiatner for agency-based financial services.
Currently, Fonkoze’s credit agents are not preptoddilfil this role, as they rely on paper-based
accounting and have been known on occasion toadethe procedural regulations required by
Fonkoze headquarters. Efforts are being made batittease monitoring of agent activities
through POS devices as well as to bypass the agditts through direct cell phone
communication with lending group managers (calleehter chiefs”).

Caisses populaires are also worth exploring asifdesagency-based financial services agents.
There are 220 caisses in Haiti, with 90% outside-Ba-Prince. They currently serve over
340,000 Haitians and hold more than 36 million USDotal savings. In addition, many of the
mutuelles are networked through organizationsksjardins, which works with 70 caisses to
provide technical assistance and other resourtkeese network organizations could increase
uptake and training efficiency for agency basedesys among their cooperatives.

% At least half of remittances go to rural areastihg at widespread rural network of the maisons.
" Mobile and landline phones, as well as internescime locations.



Mutuelles and individual mutuelle members:Mutuelles are local savings and loan groups in
Haiti. They also provide loans to members. In Iflisimilar groups act as agents for the State
Bank of India. We believe organizations like KN&#fkd KOFIP and Haiti which help support
mutuelles might consider which mutuelles could eexs agents for more inclusive banking.

Conclusion. While financial services have grown tbe more inclusive in Haiti in aggregate,
providers could do more to reach a poorer clientelgparticularly with savings services.
Banks, MFIs, credit unions, and insurance companiesffer services still largely out of
reach for the majority of people living in rural areas. Both accessibility and trust limit the
scope of formal (regulated banks and insurance conapies) and semi-formal (MFIs and
caisses populaires) in rural areas. While we heanthformants discuss more distributive
banking possibilities for the future, the team conluded that branchless finance or agent
banking was not imminent.

From 2009 field notes of Kim Wilson in Garo hilldeghalaya, India.



Section 2: Informal Finance

Households in rural Haiti have a finite number @fy& to make a living. Many cultivate the
over-farmed hills or fish the over-fished coastisey also run eateries, buy and sell mobile
airtime, or manage gambling stalls. Perhaps the msible members of the Haitian economy
are Madan Saras, traveling merchants who buy gdaadd them across great distances, and sell
them in marketplaces, along roadsides, or neartemmi®n sites and truck stops. Tying rural
supply to urban demand and vice versa, Madan Sagastegral to Haitian commerce.

A limited range of financial services supports t®nomic activity. In Haiti, financing even the
most marginal enterprise is an expensive propositmstly and spotty financial options limit
the growth or survival of crop and livestock protioie, as well as the provision of retail and
wholesale services. Poor financial options alsestraim the other activities a family might do to
invest in its future and present well-being. Pusth@ food, textbooks, and clothes or
contributing to feasts and celebrations are exetise keep a household ticking throughout the
years, and financing these costs might requireitcoedtores of cash.

To meet demand, formal financial services suchep®sit-taking, credit and insurance have
emerged in Haiti, but their performance disappoiBenk branches remain confined to major
cities and towns. More geographically dispersediteions are on the whole threatened
continually with collapse brought on by weak mamaget and poor regulatory oversight.

Although microfinance has extended to and benefitede isolated parts of Haiti, its impact is
not always positive. Along the country’s southeoast, farmers complained bitterly of their
experiences with a major international MFI basetiaa Cayes. “They beg us to take loans and
then hassle us when we can’t pay, despite our lpamwests” was a criticism leveled by one
disgruntled borrower but echoed by many. Reportgt timing and high interest of the MFI's
loan terms spurred women heads-of-household tel#ee/farm and become Madan Saras. They
were in search of steady income to meet tight neygey schedules. The loan offering, which
bore no relation to the rhythms of the agricultw@hson or the demands of daily life, forced
women to cut trees or sell land to make come up thié needed amounts.

A lack of quality financial services takes a tafl Haitian families. Rural households require
lump sums of cash to pay for school tuitions, inwertheir land or homes, or fund the burials of
relatives. Funeral expenses can cost several thdukalars, and poor families will go deeply in
debt to finance a proper burial. Against the baogdf weak formal and informal financial
service offerings, people save, borrow and insaset on goodwill agreements with neighbors
and relatives, or seek the services of pawnbrakeasnass the blocks of cash they need. They
also use savings groups to supply credit, grardscash distributions. Finally, they turn to the
lottery for the chance to win a lump sum.



2.1 Moneylending and Moneysaving

If quick cash is needed, households scout for tasgie from a variety of sources. They will
borrow from neighbors, purchase food on crediit @gawnshop, or seek out a moneylender,
sometimes referred to as a poignard, literallyagger.” Moneylending, both secured and
unsecured? is common in rural Haiti. A key informant of ouudy was himself a moneylender
and offered detailed information on the operatiohsoth secured and unsecured credit in Port-
au-Prince as well as in rural Haiti.

Most small towns are home to at least one brica&-Bhop where borrowers pledge specific
categories of possessions for quick credit (“plégpp). Requiring money at once, these
borrowers are desperate to fund urgent needs,asunfedical emergencies or expenses related
to the death of a relative. Burying family membirgperly in Haiti is important. The coffin, the
ceremony, and the food required at various evamited to death can add up to thousands of
dollars. Even a simple wooden casket can cost USD20

Meanwhile, informal credit is expensive. The twavpahop owners interviewed in Les Cayes
advertised 12.5% monthly interest, payable in @ghe beginning of each month, for loans
secured with some valuable pledge. Both pawnbrakamned this price for cash was a bargain
compared to the alternative, moneylenders who pnegitizen who have nothing which can be
used as collaterd?.

Veno Josef, owner of a bric-a-brac in Les Cayeara town on Haiti’'s southern coast, receives
up to 500 pawns in a week and takes collateralrdrages from jewelry to vehicles. To visit his
shop, borrowers journey from as far as Port S@lamp Perrins and Demarais, or from rural
villages hours away. During a ninety-minute intewj we observed no fewer than seven
customers pawn gold chains, rings and necklacesoWmer asked a staff person to weigh each
piece. Josef himself assigned a value, never ezt by the pawner. Borrowers received cash
equal to half the market value of their pledge artitket detailing the terms of the loan.

Josef meticulously wrapped each item in small sspiaf paper noting the date, the name and
address of the borrower, and the value of eachgplefls a matter of procedure, he tucked the
packets into a large sack. Different sacks — solaip trash bags and others nylon knapsacks -
represented different months of the year, a prattectold us was typical of pawnshops in Haiti.
He also accepted bicycles, motorcycles and capsass.

Many borrowers forfeit their pledges and neverneto pay the principal of the loan. In these
cases, Josef has the right to sell the collataragxpensive process that he would prefer to avoid.
Claiming it builds trust with customers, he choosgekold items for a full year. Many customers
are repeat borrowers so trust is important: “Somesi, they cannot repay the full loan when it is

" Secured moneylending refers to loans that arersddy collateral and unsecured moneylending retelsans
made without collateral. It was our impression,uio unconfirmed, that moneylenders usually foces ttredit
one secured or unsecured loans, but not both.

8 To give the reader a comparison, pawnshops indBosassachusetts charge 3% per month interest.



due. They can only make a partial payment. As Esthey have paid their interest on time and
make an effort to pay the principal, | work witketh.”®*

A preliminary encounter with pawnshop owners iryR2009 suggested that this business was
potentially very lucrative. However, after more iiagh analysis of the risks involved, a less
profitable story emerged. A second bric-a-brac ewnlosef’s sister in-law, who started her
shop in 1989—recounted a dimmer view of offerinig thformal financial service. Like Josef,
she lent against half the value of the collatdfat. example, she offered USD 3,000 for a
motorcycle worth USD 6,000. This seemingly amplshton did not protect her business from
sudden loss. During the previous year, her shopblead robbed of its pledged jewelry; six sacks
stuffed with gold had been taken along with heengichook. She was forced to reconstruct
records for her business from tickets held by beers and to pay them the full value of the
stolen collateral.

“This business can be filled with loss,” she sélRbrrowers say we are expensive but it costs us
money to hold the collateral.” Pawnshops are unptaoly expensive for their operator. Josef’s
five guarded and fortified warehouses for pawnduates revealed the high costs of the
pawning business.

Though pawnbrokers offer costly loans, they occaipymportant place in the financial live of
many Haitians. They fund crucial household expetisasotherwise would be funded only with
a long-term, perhaps endless, obligations of theokaeer to the moneylender. Unlike microloan
borrowers, bric-a-brac clients who forfeit theie@yjes are not harassed to repay. They simply
lose the pledge.

We do not know how pawnshops fared in Les Cayasedime earthquake. Our informant in Port-
au-Prince reported that looting of collapsed homeke capital city resulted in local bric-a-brac
shops brimming with new business.

Implications: Financing urgent needs, such as buriacosts and medical expenses, is
extremely problematic for most Haitian families. Depite the efforts of formal financial
institutions to reach poor households with productghat fulfill this demand, like burial
insurance and affordable loans, most households ktiely on pawnshops and
moneylenders. What are these suppliers doing righhat might be imitated by other
institutional actors?

2. 2 Rotating Savings Clubs: Sols and Sabotays

The Haitian rotating savings and credit associaRmSCA) is called a s@nd more specifically
in the marketplace, sabotay Sols operate like RoSCASwith individuals depositing money
into a communal fund that is instantly disbursedrie or more members. The sol keeps running

8. Team interview with Veno Josef, August 21, 2009.
82 For more, see Shirley Ardener and Sandra BurmanNEshey-Go-Rounds: The importance for Rotating Saving
and Credit Associations for Womédxford, UK: Berg, 1995).



until all members have had a turn at the fund. Tilakg in the regular deposits of members,
called a “hand” omain so] once or several times a month, depending onliésr The person
starting the group is called the sol motmeanman solor sometimes, simply “bankef*

The sabotay functions identically to a sol, but e®wmore briskly to reflect the higher velocity
of money in a trade or market setting. Membersnoéntribute hands daily, with some
depositing several “hands” each turn. Those depgsihore than one hand receive additional
payouts in proportion to their hands.

Interviews indicated that most people participaimgols use funds immediately, putting
payouts toward household expenses such as reng regair, education, or medical attention, or
sometimes toward their businesses or farms. In s@ses, members use the funds to purchase
assets like land, or livestock or to secure thatioa of a market stall. Many seek to generate
even more income from their investment. One merobarrural sabotay reported, “Every now
and then, | spend my sum on the lottery.” Morerftean not, the lump sum is plowed into
expenditures like rent or inventory to trade.

The proper selection of a sol’'s membership isaaitistories abound of groups dissolving prior
to the last member’s payout, leaving some highdrgadvhile others—those who had received
funds at the beginning of the cycle but who cowdtiaome up with contributions later—enjoyed
“free” money. Regardless of the risk faced byrmembers, these savings clubs persist.

After the 2010 earthquake, our informant visitddrge market sabotay in Port-au-Prince, which
had upwards of thirty members and one hundred hgmesd among them as recently as
December 2009. The Manman Sol reported: “Our gwap supposed to continue until the end
of February, but we lost some members in the eadke, Others headed to the countryside. We
have only three members now, but all of us recehadpayout before the earthquake. We
continue as three members.”

Mrs. Judanne Pierrot, another Manman Sol, toldstay. In 1996, she started a group in school
when she was fourteen years as she and her friegmied to save up to shop for gifts in
December. No adult would take these seven youngleéato their sols, so the girls decided to
start their own: “| thought that my friends weréijog when they asked me to be the Manman
Sol. But, they said | was the most reliable pelisaie group.” Each girl contributed 5 gourdes,
about 10 cents each week.

Ms. Peirrot now runs three sols, each with fiftesembers. As of March 2010 all were operating
despite disruptions of the earthquake: “My memlaeesstubborn. Each turn, | tell them that we
should stop; but, they insist we keep going. Thay'tkrust anyone else with their money.” All
40 members, collectively representing her several survived the earthquake and plan to
continue in their groups, but will not take on nexv@mbers. “New members are always
uncertain,” said Ms. Peirrot, “and even more sthese times. We do not want to take in
strangers.”

8 Throughout this report, we use “sol” to indicatetbsols and sabotays.



Despite their widespread use, sols are not takeousty by formal financial institutions. The
banks and MFIs we interviewed were well aware ¢¢ and their operations but pointed out that
membership in them was risky. While sols’ risks ameeniable, their flexibility enables
underserved and unbanked people to access impéutadd. Youth, the poor, and individuals
with few options to amass the kind of money neddedn a business or to pay for a funeral
depend on these folk organizations to operate.

In some countries, financial institutions have mpavated the custom of the RoSCA in
marketing commercial savings accounts. For exanpleakistan, The First Microfinance Bank
of Pakistan Ltd. two years ago launched its ContielSavings Product. To participate, savers
join groups of three to 35 people, each saver depgss little as 10 cents per month. The sum
is collected and deposited in aggregate by a das@gmmember and, at the end of the contracted
period, the bank transfers the accumulated depiositglividual accounts from which a client
may withdraw her saving$.This forced savings product is rapidly gainingugrd. Similar to a
certificate of deposit, such a product could balernative for poor people who now rely only
on informal savings to accumulate cash.

Implications: The sol is a durable institution, wicely popular throughout Haiti. Financial
institutions might look to the habit and disciplineoffered by these groups and design safer,
regulated products.

2.3 Accumulating Savings Clubs: Mutuelles de Solatite

A mutuelle, called variously mutuelle de solidafi@USQO) or accumulating savings and credit
association (ASCA), is a group of people who gatbethe purposes of saving money and
making small loans to one another. Unlike thewbich at each turn reduces its fund to zero by
distributing all contributions immediately to onesgveral of its members, the mutuelle
accumulates funds over time. Mutuelles usually casebetween ten to 50 members, often
women. Members agree on important rules when tbagtttute their mutuelles. They decide
how much each member must save, how often shesawi#, and what fine she must pay if she is
late with a deposit or a loan payment. Members déstide the interest rate and period of loans
as well as acceptable loan uses.

Savings collected by members help fund purchasgsate too large and difficult to make
individually. With help from peers, participantsmtituelles finance many of the same expenses
as sols: coffins, bicycles or emergency medicakesps, and school tuition. Because members
contribute month and after month, the mutuelletaltoapital has a prospect of increasing.
Members can borrow money from the fund, which affitie possibility of larger loans as the
year progresses.

8 Wajiha Ahmed, Adapting the Bachat Committee: HegpPakistan’s Urban and Rural Poor Save Better, in
Financial Promise for the Poor: How Groups Builddvbsavings Wilson, Harper, Griffith, Eds.



The success of the mutuelle concept can be explaingart bykonbit® a tradition brought

from West Africa that promotes collective agricudtiwork. People understand how important
pooling labor is to individual survival. The mutleebpproach follows a kind of financial rigor
that builds upon shared efforts to clear, till G fields. Shared responsibility and community
resilience form the foundation of a good mutuaheaddition, mutuelles have been trained to
pursue financial self-help.

Bernard Taillefer, a consultant for COD-EMH, théatand development wing of the Methodist
Church in Haiti, pioneered the foundation of mule®in 1998. He infused community-focused
and self-reliant ideals into initial mutuelle traigs under the auspices of SIDI, a French NGO.
Those interviewed in July 2009 still remember tbaver of his training, which they said did not
focus on savings but on self-help. Savings andihgndere financial activities to be pressed into
service to create confidence and financial indepeoe.

The model Taillefer used was a variation of ongetds multiple countries in Africa, where
brightly painted boxes helped groups distinguigirtiinancial accounts. The same model is
used today. The “green box,” as the primary accaucalled, functions like a small bank.
Members deposit money into it and borrow money figrthe “red box” holds cash in reserve
for member emergencies; and the “blue box” opetdtesa retail bank awaiting funds from a
wholesale lender. The blue box receives credihfomganizations like KOFIP and KNFP.

Mutuelles along the southern coast reported thegt tlashed out once per year, usually in the
month of December. Groups call in all outstandanl payments, fines and interest, a process
beginning in October. Once all cash out has retuitaghe green box, leaders of the mutuelle
reconcile their records and then distribute thetahfp members according to the savings each
has contributed during the year. Members may ta&ie tash and leave the group, or they may
return the cash to the green box. This money besdhgeseed capital for a fresh round of
mutuelle activities. The green box is slowly toppgdover the year with regular member
savings and interest.

No one knows how many mutuelles operate in Hail@HP reports it gives credit (blue box)

and technical assistance to more than 1,500 magdilt many more organizations support
their formation or offer blue box loafiSChurches form mutuelles, and so do NGOs. Perhaps
some of the hardiest are those groups formed hynteérs—existing mutuelle members eager to
share their own successes in saving and lendingale mutuelles can spring from community
volition without an organizational umbrella, thegmrain uncounted.

A champion organizer, Ti Clair created 37 mutuetiesr the course of ten years near Demarais
in the southern peninsula. Herself a beekeepepauliry farmer, Ti Clair races from meeting to
meeting on her motorbike, traveling up to fortyokileters between mutuelles to assist those in
her care. With names like Patience, Victory, andiftance, her groups are resolved to meet
regularly. And they do, contributing 25 cents attemeeting. She has asked the local church to

8 Donald H. Hill, Caribbean Folklore: A Handbook,e&@nwood Press, 2007, Pg. 65
8 SIDI, CRS, and many other government and non-gowent organization have funded Haitian organization
finance mutuelles and technically support mutugliemd Sud, Caritas, and KNFP).



subsidize her fuel for transport, nothing morenéler take money from them or anyone to help.
| should pay them money to be part of their stradgl

To some, mutuelles represent more a source of thapea source of funds. One member
reported, “It has been difficult for us to saveeTmall change we put in the fund is not enough,
but it's something.” Though many members of muasehre quite poor (earning less than
roughly USD 45 per month), they are able to saveebyarkable acts of discipline. Said one
member, “When you save alone, you save just for §od you get lazy. When you save in a
mutuelle, you are saving for many—my savings belo@ns for all.” This kind of saving-for-
everyone breeds camaraderie and an accountabdgityrtembers find indispensable. Being
responsible to one another encourages them taifty th ways they would not ordinarily be,

left to their own devices. To save up enough caslhieir regular deposit, some skip public
transport from time to time, choosing to walk ir&teOthers cut back on purchasing alcohol and
even food. Limited visits to the local lottery, afé savings that ensues is a principal way
members accrue the money for their mutuelle.

Mutuelle participants capitalize on the structdiekibility of this instrument to use their funds

in creative ways. One of the mutuelles now palhing Star near Les Cayes was able to
finance the purchase of a cow for each of fifteemibers by 2009, a feat which took years. The
group agreed to prioritize its poorest membersaditst to receive cows, with better off
members waiting their turn until enough funds ia green box had accumulated. The mutuelle
was able to approach a local supplier and lockénprices for every member. This way, while
some members waited to purchase livestock, evergbraeknew exactly how much she would
need to borrow when the time was right. Pricesachbetween USD 200 and USD 270
depending on the age of the animal. Cows were ¢@@nvith a combination of green box loans,
year-end cash distributions to members, and asdoth operated in tandem with the mutuelle.

Many members supplement mutuelle loans and disioibsi by participating in sols. Though
money is often used for similar purposes, solsraatuelles present quite different
opportunities. While mutuelles run on an annual®ya®ls dissolve completely within weeks or
months. Mutuelle funds operate more agilely thda:swVith a little planning, loans from the
mutuelle can arrive at more convenient times aexilfle sums than funds from sols, which
come in precise amounts at specific times. In adiunlike members of a sol who see their
group as a way to obtain a block of cash and ngthore, members of mutuelles see their group
as a platform for social action. They band togetbdorce the police and courts to apprehend
criminals. They put orphaned girls though schoa eontribute to parent-to-teacher
associations. In Laborde near Les Cayes, a newtyiig youth mutuelle took it upon itself to
plant saplings in a nearby village to replenishfoutst. Most mutuelles keep a social fund, in a
real or figurative red box, to provide members ¢gdar household emergencies.

In exercising their agency, mutuelle members caraed their financial possibilities. As of July
2009, participants of three small mutuelles decidenherge into a single mutuelle of 37
members by January 2010 in order to accommodatgblgans. Larger loans could finance
members intending to open small shops and meaepsor plants. There is often money left
over in mutuelle’s green box that can be disbuesed last minute loan for a household
emergency or to take advantage of a sudden busipesstunity.



Mutuelles are also a platform for learning and camity development. As mutuelles spread,
many members have asked for more and diversengankor less literate populations,
bookkeeping is a struggle. Simple bookkeeping systeromoted by international
organization¥ might benefit these groups. For those with busiiésas, mutuelles could
facilitate honing business plans. Representativ&Ns-P and mutuelle members themselves
have observed that mutuelles promote solidarity@@mdmunity action that could motivate
further social and economic development.

Livelihoods, Deadlihoods and Mutuelles

While mutuelles complement more formal financiavgees and are useful to members, they do
not yet address the problem of “deadlihoods”—livebds that lead the land to ruin, rendering it
unable to support any livelihood at all. Haiti’'Salestation and environmental jeopardy is no
secret. By 1986, “33% of the land [was] extremebded, or abandoned, or sterile, or lost
forever.” Twenty-five years later the hilly areas of ruraitihad not been regenerated and
severe weather patterns endanger communities élwvatrfiowhere to run for cover.

As in many countries, Haiti leaves its worst laadt$ poorest farmers. The fertile and
productive valleys, where good soil is plentifiletground flat, and successful planting easy,
were long ago seized by corporations, governmditiaft, and wealthier landholders. The poor
have been pushed to the steepest slopes to praetisenal cultivation, taxing the topsoil from
repeated use.

The rural Haitian economy is caught in a self-degive cycle, whereby the livelihoods
accessible to households are precisely those btigd¢rate the resources they require. Rural
households chop trees, use slash-and burn agrieuétnd allow unfettered grazing of livestock.
These practices, once appropriate for a less ptgulland, have led to extreme depletion of
topsoil. Poor fertility means shrunken crop yielasesult which leads farmers to cut more trees,
even fruit-bearing trees, in order to sell the waod make up the difference in household
income.

One mutuelle of eighteen membB&neports a direct link between their need to sash@nd the
state of their natural environment. With membershthly savings maxed at 25 gourdes or
about 60 cents per month, this group depends laagefthe soil and the sky.” Their use of
harvests is broad and entrepreneurial. Some merfdrengice, corn, pumpkin and potato.
Others make and sell bread and charcoal. A memberonews and vends alcohol brags: “I sell
cocktails that everyone in the village enjoys. dl &diit to the corn wine, making it delicious.”
The liquor takes five months to ferment to a talsée satisfies the brewer; the members of her
mutuelle agree the cocktail is well worth the wait.

Yet, environmental degradation places their buseeand harvests, not to mention their
families, under threat. The most pressing probleniHis mutuelle is the speed at which their

8" For example CRS, CARE, and OXFAM all have devetbgienple memory-based systems for illiterate member
8 Federation de Amis de la Nature, Quelques dons@els realite dramatiue de I'environment en H4i686, from
Libete (Eds. Arthur, Dash).

8 The name of the group is Active Women of Lake Lrdlecand is located near Les Cayes.



watershed is deteriorating. “Forty years ago tlis hiere blue,” reported one member.
“Whenever we needed cash, we would cut a tree @hthe wood, or would turn the wood into
charcoal for more income. We never had to borr@mfa moneylender.”

As aresult, in the past decades, their thickle$ted village has been shorn gradually of its
vegetation. Wood has been cut and sold and pldendfcleared for farming and for the grazing
of cattle. As of July 2009, a large lake stoodchathase of the watershed that submerged several
hectares of once farmed land. The hills encirctimglake, bare and barren in most places, had
little vegetation to trap run-off in the rainy seasAs cattle wallowed in the muddy lake,
villagers discussed the prospects of stocking #ve reservoir with fingerlings that might

provide alternative ways to earn a living. Accoglto its membership, this mutuelle, which now
saves in coin and paper, finds currency a replanefoea “natural savings account.”

Trees and vegetative groundcover have all but gesaqged in many areas of the south. While
new livelihoods have replaced old ones the chaagecbme with a price tag. Households must
ferry goods across new lakes or fish the land im ways. Members of mutuelles understood the
problem but were not sure what to do about it. “@ums are slowly disappearing, not all at
once. We have not really organized ourselves towliga this,” laments one member. She is not
alone. To rehabilitate forests and green the sloggsires communal and government effort
beyond the scope of a single mutuelle. In the me@ntgroups are swapping cash-based finance
for the once plentiful resources of nature.

Resilience in the Aftermath of the Earthquake

Haiti’'s earthquake has highlighted the strengtimatuelles and the power of the solidarity they
foster. Mutuelles, their savings, and many of ttgaaizations responsible for training
communities in establishing mutuelles experienaadglosses on January 12. KNFP, an
umbrella organization serving mutuelles, lost itsire vehicle fleet as well as its operational
headquarters. Mutuelles, like all Haitians, haws lnembers and assets. However, many groups
continue to support one another through this chgeo help their communities retrieve their
economic and social footing.

One mutuelle in Port-au-Prince has met consistamttwith great determination since the
earthquake. Formed in 2007, this group, Vanyan latarb (“Brave of Warriors”), still gathers
every Thursday evening. Our team observed its tipasin July 2009, when the group was
collecting weekly savings of 110 gourdes, or akd8D 15, per member. Penalties for late
deposits were stiff. If a member missed a paynst@,would pay ten gourdes per day until her
promised deposit became fully current. The grouplbans distributed to eleven of fifteen
members and had accumulated about 75,000 gounde§» 1,730.

At that time, Vanyan Konbatan’s members commundatateariety of reasons for being in the
group. Solidarity clearly motivated some, as oneniber contended: “In this mutuelle, | have

had to stop thinking of myself as an individuahow save for everyone.” Members agreed that
saving so that others could benefit from theirfthmade them feel good and inspired them to
continue. The mutuelle also helped to shield itsnimers from persistent requests and pressure to
lend money to neighbors. Because the mutuelle bethensource of members’ financing,



participants could deflect their neighbor's demafmidoans unto the association. One member
reported relief: “I was constantly hounded by theatrseller outside my home for a loan. It was
hard to say ‘no.”” Meanwhile, the mutuelle chargedbstantially higher interest rates to outsiders
compared to its members for the group’s benefit.

In February of 2010, our researcher visited Vayanlkatant. The group had grown in the
months prior to the earthquake to include twentyniners from only fourteen members in July
2009. As most had taken loans before the beginpfidgnuary, the earthquake affected all
members in some way on January 12. One membendostome and most others, their incomes.
The green box was emptied. Though members dedmdgdcbuld not maintain their weekly
savings, the group agreed to continue its reguksatimgs. Each person would her repay her
balance when and as she could. Interestingly, ithhepdeader engaged a loan of 5,000 gourdes,
or about USD 120, to invest in a business resettiogile phone airtime. While she considered
this a good opportunity to earn money, she confitiatlher motivation to borrow actually arose
to preserve the spirit of the group. “I wantedhiow them | had hope,” she said. The best way to
do that was to keep the green box active.

The story of this mutuelle’s resilience is not wreéqSince the earthquake, Catholic Relief
Services (CRS) reports surprising durability of vales along the southern coasts and considers
these groups key to Haiti's recovery. Mutuellesehbelped families and communities to cope
with influxes of IDPs. A recent rapid rural assessimwhich CRS conducted in eight communes
in the South Department, shows that southern haldehave adopted between six and nine
“internally displaced people” (IDPs) as a resultled earthquake: In Camp Perrin, families
accepted an average of six IDPs per householdthenidolated communes of Tiburon and
Chardonnieres accepted an average of eight IDR& Barpee, Deputy Director of

Programming in Latin America at CRS, emphasizethe‘Stress these households are facing is
difficult to believe. Many in the most remote ar@asgst cultivate an additional 25% of their

land. We are helping swollen households to shiftteaper, higher-yielding crops. Mutuelles are
key to our effort. We will rely on members to hédgin others and to distribute critical inputs

like seeds and even food.”

Mutuelles have also been extremely resourcefusingitransnational contacts to help their
members recuperate from the earthquake. A CatRalitsh in Evanston lllinois, St. Nicholas
Parish, writes that a sister parish in Limonad#enorth of Haiti felt the social repercussions of
the earthquake, despite its distance from the ef@ceLimonade is a large market town and has
attracted IDPs. In their local newsletter, St. Miels Parish reports that households have seven
to fifteen more people than before the earthqualkee St. Nicholas Parish in lllinois sponsors
both the church in Limonade as well as KOFIP. KOR#fips these mutuelles “fill their blue

box” by channeling credit to the group. Memberscherdit to support the livelihoods—mainly
livestock fattening—that will help them feed receadtitions to their households.

Implications: Mutuelles seem to be filling an impotant financial space, particularly in
rural areas, where credit unions have failed and baks branches are few and far between.
The mutuelle structure builds upon traditional principles of reciprocal neighborly
assistance to achieve a foundation for community dening and action. Mutuelles confront



enormous challenges from depletion of natural resoues, migration, and post-earthquake
asset loss, but endure despite setbacks.

2.4 Borlettes: A Financial Service?

As a taxi driver in Harvard Square said: “In Haitiere are three ways to save money. You can
save in the bank, but the banks fall apart; yousaae in the house, but children want your
money; or you can save in the borlettes. In théeltes at least you can win.”

Everyone knows a winner. That is how this simplgteyn of lottery works: Someone always
knows someone else who has won. “I know someonewdmoenough to buy a house,” said
Sony Vanquer, a resident of Boston whose familylstes in Haiti. He goes on to tell us that
everyone plays, even pastors.

Our interviews overwhelmingly indicate that playbet at the borlette as a way of amassing
money. Often marked as “banks” on stall signaga,shnds of lottery stalls are strewn through
the urban and rural landscapes. Each gamble irslilmlee lots, and the winning numbers mirror
the numbers of the New York State Lottery. The $@spcombination is the borlette, which uses
the last two numbers. Those who play habitually peerly if they go to sleep “without a ticket

in [their] pocket, knowing [they] did not play thday.” While many play to win and see the
lottery as a savings strategy, others visit batetor distinct reasons, among them:

To survive. Said one woman in a Les Anglais, “If we spendrttaney, it's gone. If we
save the money, it’s still gone [referring to tlodlapse of the caisse]. At least if we play
the borlette, we have chance of getting more moheégpend on the borlette. | usually
win a little something every week.”

To pass the timeThese are players who play occasionally. Theyyetije discussion,
social habit, and anticipation of the daily number.

To win. These are players who see the borlettes as astingat strategy, that at some
point they might win and could win big. One middlass man asserted: “I only put down
at least 50 gourdes at a bet, so that my payowgnwhhappens, is very large.”

To decipher. These players put to use their skills of decipigtheir dreams and
visions, the position of the moon, and the advicgpirits that may lead to winning
numbers.

Many lottery players consult the Chalat, or theMgagy. This is a compendium of ways to
predict winning numbers and beat the odds. Asritreduction of the Chalat says: “This is not
an embarrassing book—you can carry it with youy deaders, in your pocket or pocketbook. It
is far from a Chalat that is used in vulgar terins more than that—we are presenting you with
a real breviary written uniquely for playing théteyy.”

In some cultures gambling is taboo or at the veagt frowned upon; in parts of Haiti, ethical
views of the lottery are more nuanced. In the sdiothexample, people do not feel shame in
visiting the window of a local lottery any more thine reader may feel shame in visiting an



ATM machine. However, specific communities, suclt@gain Christian denominations and
much of the educated elite, object to lottery pcast They charge this system of frittering away
the limited funds of the poor and underwriting “ka@rd” religious beliefs.

Borlette practices are linked with the Lwa of Vodeintermediary gods that link the mundane
with the divine. The Lwa, with the help of ancekspairits, guide individuals through life,
communicating with them in meditative moments, dregand ritual prayer. Relying on their
ancestors in times of need, many Haitians refénécsymbolism of their dreams to determine
their lottery numbers.

There is an entire industry around the borlettekstha belief system to which they conform. An
informant, once faithful to Vodou practices, repdrthat it is not uncommon for patrons of the
borlette to consult Vodou priests for winning numgh@r to pay them for such services. Writes
Michel S. Laguerre: “Still other players use voododheir search for possible winning numbers.
The voodoo priest may help them in matters reledexymbolism. The voodoo factor facilitates
the success of borlette games by giving the nundbstgernatural significance and thus
bolstering the players’ confidenc& Borlette operators almost certainly leverage thety’s
connection to the divine to increase their busin€ke Lwa, Dambala, whose role in the
cosmology is luck or fortune, is also the Lwa fdsdom and wealtfi* Her color is yellow, one
that is found on many borlette stalls.

Lottery luck is a tradable commodity. An entire plypchain can spring into being around a
player who dreams winning numbers. When a playde&ned lucky he can sell his dreams to
others; if the patron does not have the funds o Ipa can borrow from someone else. The
borlette ticket might bear a winning number, in @hthe case the proceeds are divided among
the dreamer, the player and the lender. But losihgpurse, can plunge the player into debt.

Are Borlettes Offering a Financial Service or Inveiment Opportunity?

To the extent that households are spending orottexy as a way to enjoy future returns, the
Haitian lottery is a financial investment. Houseatsotlo not spend on alcohol or snacks in the
same way that they spend on borlette tickets: Rombliquor are consumed and will never
generate money. But the borlette stall offers gomoojinity to generate money and often does.
Submerged in economic insecurity, players do nptfisim the lottery’s uncertain returns and
usually win just enough to keep playing.

Households appreciate the straightforward risk Ivea in investing in the lottery. As one
woman in Chardonierre, South Department said irv20Gold everything | had and put USD
4,000 in the local credit union. My money vanishikevas a 100% loss. At least with the
borlette, | lose a little over time, but usuallyin.” Another informant described his
grandmother’s daily borlette habit, “Even if it nmtave didn’t eat, my grandmother played 10
gourdes in the borlette. How else were we goinggticthe next day, with no reliable income?”

% Michel S. LaguerreAmerican Odyssey: Haitians in New York Glthaca, NY: Cornell University Press: 1984).
1 Laennec Hurbon, “Voodoo: Truth and Fantasy,” 1896ibete, an AnthologyEds. Charles Arthur and Michael
Dash (Latin American Bureau Research, 1999).



The lottery does not pretend to provide securitgtability; it is transparent about its associated
risk and thorough unpredictability.

Gambling is one of the few ways available to poaudeholds to take what little cash that comes
its way and transform it into a more useful blo¢kmmney®?

Implications: In the minds of many, playing the loto offers a financial promise, however
informal or insecure. It competes with other formsof savings and investment at the
household level, particularly as players view it asne of the only ways to access a lump sum
of cash.

2.5 Mutuelles and Borlettes

Mutuelles, small local savings clubs located onfdindlung hills and coasts of Haiti, have
proven successful in helping individuals accumuth&elump sums they are looking for in the
borlette’s stead. Members reported that on themm,@aving cash was too difficult. “Too many
temptations” laughed one woman near Les Cayesisdhth. Solidarity in saving eases the
perpetual challenge: “Our children always need mdoesomething, antlalways want to go to
the borlette.” Mutuelles can avert some risky lgttgpending toward a more secure investment.

Along Haiti’'s southern finger, borlettes are saateacross road junctions and along footpaths
leading high up into the hills. Jeanita Delva, tteasurer of the mutuelle in Lake Laborde,
explained that when her mutuelle was started, nembers complained that depositing 60 cents
per month would be far too great a burden for theseg near the lake and far from town. Yet,
she pointed out, four of the seventeen membersmadbile phone and kept the phone “filled
with gourdes;” villagers happily spent money oroélal. She saw this as evidence that saving
was possible. “I convinced members that if theyenesd 100 gourdes, all 100 was now going
into the borlette. | reasoned with them that tiet 25 gourdes that come their way at the
beginning of the month should be put into the miléu&he next 75 could go to the borlette.”

Cutting gambling expenditures is a primary way thatuelles draw funds into their coffers.
Two animators—women who organize mutuelles—saidnttenbers shunt funds into their
mutuelle’s green boxes which would otherwise flovitte lottery. Said one: “We build the
mutuelles to stop relying on our men, to betterfaums and to send our children to school. For
some of us that means fewer visits to the borlette.

While money saved in the mutuelle is directly rethto cash otherwise headed for the borlette,
members of mutuelles do not stop playing the Igtt€hey play their dreams, bet their hunches,
and consult earthbound experts and supernatutigiesrb beat the odds.

2 Though borlette operations are supervised by tH&B\(Association Nationale des Tenanciers de B)ean
entity housed under the Ministry of Finance, suis@m is so poor and government attempts to regudatlette
practices are weak.



Mutuelles might be able to garner a greater shianeomey that flows to the borlette if saving
between meetings was easy and more frequent. €gadati other countries might be applicable
here. For example, Hugh Allen of VSLA Consultingsitdocumented a simple system of “slot
savings” for members finding it difficult to saverass a whole month. Multiple pulls drive
potential savings out of members’ pockets and wat@ous expenses before that money can find
its way into the green box. The system is simphee fhutuelle establishes a piggy bank guarded
by a trusted member. Members then deposit smaiigbermined amounts, for example five
gourdes per week, into the slot of the piggy baiie custodian notes the amount and gives a
token to the depositor. During the monthly meetthg, piggy bank or “slot savings” is
incorporated into the receipt of additional montsdywings.

Implications: Mutuelles are a way to transform houghold cash outflows to the borlette into
more secure savings that can be used productively  help smooth household
consumption. However, it is unlikely that mutuelleswill overtake investments into the
lottery completely.

Conclusion. Financing urgent needs, such as buriabsts and medical expenses, is
extremely problematic for most Haitian families. Depite the efforts of formal financial
institutions to reach poor households with productghat fulfill this demand, like burial
insurance and affordable loans, most households ktiely on pawnshops, unsecured
moneylenders, sols, and mutuelles. In the minds ofany, playing the lottery is equivalent
to a using financial tool, however informal or inseure. It competes with other forms of
savings and investment at the household level. Imfmal providers have a lot to teach
formal financial institutions regarding accessibilty and flexibility in serving clients.



Section 3: From Lucky Sum to Lump Sum

Gambling at the borlettes is a deeply ingraineducal practice in Haiti. A cultural ritual
underlain with spiritual and historical import, tleétery in Haiti is both a game and more than a
game. Whether throwing their trust in numbers disetl in dreams or assigning fate to the care
of deceased ancestors, people across Haiti refufeego the chance to amass a fortune, or at a
minimum escape the daily grind of poverty, throtigh lottery.

To those who know Haiti, playing the game of charggpropriately called “Le Hazard” in
Kreyol, appears logical. As an informant near thert of Jacmel said, “Haiti is so risky, it
makes sense to bet"We heard this sentiment repeatedly. Betting inféize of poor financial
choice and ever-shrinking economic opportunity mggem the safest way to secure a block of
cash.

For the poor, betting is a financial strategy thath luck, helps families to cover their monthly,
even weekly, expenses. A former lottery owner im&wes who left the business for a job as a
security guard at the U.N. stated that unemployrhesis the lottery: “This is a way of dealing
with poverty. People do not earn enough to livesanthey put their money in chance to see
whether it will make up the difference. They cdive on the salary they make anyway so they
put their money towards hope.” Confronting irregutecomes, men and women wager their
gourdes to leapfrog the unpredictable poverty diydiée into a brighter future.

The borlettes tick with the precision of a Swisdakaand withstand shock with the resilience of
a cockroach, sucking cash in and spitting it bagkd a day, seven days a week, every week of
the year. Even the massive earthquake of Janudy @B8rupted the lottery only somewhat.
Within five days of the quake, stalls of major etsawere up and running in the hardest hit areas
of Port-au-Prince and never stopped operating@ichtes of the countrysidéWhile business at
one major chain was down, reportedly by 75%, Haiatill saw a need to play the gafhe.

Borlette operators run an impressive system oéselind middlemen, which reportedly provides
a source of income to over 100,000 poor adultsyauth*® People with limited training or
education can act as ticket-runners, stall-opesaind managers and counters of cash. In
Gonaives, one interviewee said that the numbesttdries have grown in the past ten years
alongside the growth in population. “There was mevidt of employment, but the population
was not as big,” he explained. A number of intemges, both self-proclaimed players and non-
players, associate the proliferation of the lott@h unemployment.

% Interview with Patrice Telleyrand, July 2010.

Reporting by Casneve Oupelle
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The borlette ceaselessly attracts new playerd abals, many of whom believe that the lottery
offers their best possible financial investmentegithe small amounts of money and immediate
needs they have. Yet, this same financial schernteisause of major losses. The following
section reviews the cash flows and administratidmoolettes; people’s attitudes towards this
game, and strategic marketing tools employed distaers.

3.1 The Haitian Lottery

Brightly colored signs and tidy kiosks of differdrdrlette chains vie for customers to place their
bets. Names like Pere Eternal (Eternal Father), Rewve (My Dream), The Solution Center, or
Missile connote promises of a better life. “It'passion. There is a hunger to play the lotto,” one
Haitian immigrant described, “and everyone plays.”

Although some form of gambling can be found alnasstwhere in the world, the borlette
system—a highly profitable, expansive network afskis at which clients bet on the numbers
drawn in U.S. state lotteries—is unique to H¥itBtarted in the mid 1950s by Jean Mossanto
Petit, the borlettes first operated under the talbitey were later legalized and have since
become privately operated businesses, looselyatggliby the government.

The basic idea of the borlettes is the same throutgHaiti, though, as private businesses,
borlette operators compete through their creativiBames are based on seven-digit state lottery
drawings in the U.S., and players can bet on coations of two, three, four, or five digits, each
with a different payout. Many borlette operatorsoatraft their own twist on a game, or even run
an additional raffle or drawing, to attract custosn&ometimes, owners invent games to prevent
fraud. For example, Woozbert Norgaisse, the forowarer of the 34-stall chain, Chez Wooz, in
Gonalives, once coded each of his borlette tickepsdvent side-selling by employees. Drawing
from the pool of ticket duplicates, he would ocoasilly award a prize to the winner. The
surprise drawing kept staff honest in their hargllih tickets and got customers involved beyond
the daily announcement of winnings.

In a nation burdened by significant corruption,toagers in Haiti trust the independence of
lottery drawings because they are run by U.S. $bétieries, transparently televised, and well
audited. Those involved in borlettes acknowleddped dlder drawings based in Port-au-Prince,
Gonaives, Santo Domingo, and even Venezuela weneromised by organizers’ rigging
schemes. As recently as 2008, customers learneddiree prizes were paid out in the
Dominican Republic before they were even annoumtéthiti, which enabled that some in Haiti
to receive phone calls revealing winning numberger@tors were forced to switch to U.S
numbers. Today, most Haitian borlettes use the Metk and the Chicago lotteries’ winning
numbers as their own, at the customers’ demand.

Players look for signs, above all in dreams, t@dweine which numbers to bet. Every image one
dreams is associated with a corresponding numbssetaf numbers through the Tchala, a

" The playing of regulated and informal lotteriesiithriving business throughout the Caribbean.gxample, in
the Dominican Republic an estimated 35,000 stdlés that country’s player similar odds as thosélaiti.



diviner's booklet rendered for amateur use. Wrikkshel Laguerre of the borlettes in New York
whose players also frequently consult the Tchal&mla®®

Whatever a number’s origin, players usually alsypis reverse and its compaiel (the
following number in a sequence). The reverse dt®xample, is 51Chalagives two

or three numbers for each dream item. If Chalagg&gand 10 for dog, the player must
take 45; its reverse, 54, and its compaiel, 10.

Selecting numbers successfully is not as easymsrfg through this booklet, however. Laguerre
goes on to write:

The position of the moon is also important in tekestion of numbers. If Chala gives, 12,
58, and 96 for black cat and if the moon is fulleglays 96: during a full moon one has
to take the highest number in the sequence.

Also important are the indications from everyddg--perhaps the numbers on the license plate
of a car crash or the birthday of a friend who pesgrs after a long absence.

The borlettes offer entertainment, hope, and howesecure, a form of investment and capital.
People play, because, as we heard, “if you doay,pfou can't win.” Near Les Cayes, a
member and organizer of mutuelles recounted heotserlette winnings to finance her home.
After a devastating hurricane that struck the sewttlpeninsula, she asked for money from her
church to rebuild her house. “They gave me USD"1€lie said. “So | took the money. | went to
my mutuelle and asked for credit from the green. bavas able to get a loan for a few hundred
dollars. But, | needed at least USD 1,000 to mhkea¢pairs. That night | started having dreams
and played the lottery the next day. | had winrdngams for two months. When the last stroke
of paint dried on my home two months later, my gdosams dried up. | started to lose. If you
have good dreams, you should play, if you havedres, you should stop. | stopped and now
rarely play.” These types of experiences spur athath little opportunity to fund large expenses
to play.

For all the stories of hope and success, a maksakage of savings from poor households is
flowing to the borlettes. In the most common bibele, only three two-digit numbers can win
each drawing; the winning draw is known as a tiBBfsed on the order of the customer’s
choosing, the three winning numbers pay out diffemaultiples: The highest winning typically
pays 50 times the wager, the second pays twengstiand the third pays ten times. These
payout ratios entice even very poor people to biast 10 gourdes at a time, frequently daily.
Yet, if a customer chooses a two-digit number,(iL8) and bets 1 gourde, there is a 1% chance
of winning 50 gourdes (USD 1.25), a 1% chance ainivig 20 gourdes, and a 1% chance of
winning 10 gourdes. Ultimately, this makes thentdes of winning, as well as the payouts
extremely low.

In aggregate, the borlette pays out 50*1% + 20*1%0%1%, or 80%, of all ticket sales. This
equates to an average negative 20% rate of retuavery gourde that customers put into the
borlette. Figure 3.1 below compares the annualtresbetting 20 gourdes (50 cents) per week

% Michel S. LaguerreAmerican Odyssey: Haitians in New York Cit95.



at borlette as compared to depositing 20 gourdew/gek in a local Fonkoze savings account at
1.5% annual interest, compounded quarterly. Thakmilations do not take into account the
transaction costs and potential inconveniencescaged with saving through institutional
savings accounts (i.e. accessibility, flexibiligge.), which, in comparison to easily accessible
borlettes, could detract from their value propositi

Figure 3.1: Return on weekly 20 Gdes investment, Blette vs. Savings Account

7
s
// Year-end Cumulative
Return (gourdes)
// Borlette -208

. . . . . Savings Acct. +9.75

Total return, Gdes

Weeks

——Borlette =——Savings Acct.

3.2 Borlette Customers: The Motivation to “Buy Charce”

In asking two young people, both in University, abblaitians’ attraction to the lottery at the
beginning of the research mission, both cited éaitenent. “This is a game. It is not something
that people depend on in order to make big wings-atdistraction from the everyday, a way to
employ dreams and perhaps make them profitablet,”coaversations with a wider variety of
people indicated something much more nuanced ameldvadaitians play the lottery to
supplement their incomes, to pay tribute to theesogtural, and to maintain hope. They play in
recognition of the limited control they have ovieeit own lives and in supplication to a greater
power to provide.

More than one voice concurred: People play largelsause they do not have work or living
wages. Those who took the time to explain theirivation for playing described a desire to “do
something” to improve their situation, even whhey often did not actually have the means to
do much of anything. Most players engage in thietgtout of desperation—their earnings are
not enough to cover their costs each month. Thay thle lottery to “leave it to God” to make
ends meet. Instead of staying home and giving lagjmp borlette and agreeing to take a chance
IS seen as a more proactive way of dealing with/the of gainful employment.



Along with the financial necessity of playing, intews revealed that spiritual elements attract
players to the lotto. While fully comprehending thee of dreams and communication with
decreased ancestors to bolster one’s luck reqaidegper examination of Vodou culture and
beliefs, preliminary conversations illuminated atertwining of the spiritual and mundane in
people’s lottery practices. Individuals ask spiti give them numbers through their dreams.
One interviewee related the story of an artist Wbpended completely on winning numbers,
which he obtained through entreating his decreasatives during a spiritual practice, to eat
and pay rent. Another story of a teenage boy witledlucation but rich through lucky lottery
earnings perpetuated one interviewee'’s lotteryimeutThis boy just believes. He doesn’t
contaminate what he interprets from his dreams wgison. He is in harmony with his spirits.”

In Gonaives, while Vodou culture appeared to cordmmeven support lottery habits, there was
some debate as to whether Christians were alloavptay the lottery. “When people want to get
rich, they get in touch with the devil to get a hento get rich,” reported one evangelical
Protestant, who assured the researchers that onhChristians play. Because of its relationship
with “mysticism,” a phrase used by many Haitiansléscribe the spirit world, and gambling,
many churches instruct their parishioners to cordtra lottery.

Yet, others in Haiti ridicule the idea that onlymGhristians populate borlettes. One interviewee
in Port-au Prince spoke of a Protestant church wisoagregation spent all night praying and
meditating to communicate with “good Christian &pjf whose advices were conveyed by hired
interpreters. Many noted that churchgoers oftee kineir lottery tendencies from others, or give
money and numbers to non-Christians to place beksistian distaste for the lottery might also
be specific to communities and regions: In the lsotlte July 2009 team interviewed
churchgoers who were players and even borlette geaisa

In general, the lottery appears to adapt to angiogl and is played by people of all faiths, even
in secret or through intermediaries if necessaoyjtdry earnings are too enticing for most
believers to reject. One man who won borlette weebie to take his winnings home to his father
house in cash because he knew his father woulde¢he money. He bought a large television
to mask the cash; his father could not refuse g@cbhe would enjoy, despite the origin of its
funding.

There are social aspects to playing as well. Duainggit to a borlette chain in Gonaives, Voici
Turene, men swarmed inside a hall with multipleseerwindows. Though only one agent was
working and no one seemed to be playing, the hadl @wammed. Some of the men appeared to
be just hanging out, taking a break from sellindastsrom the coolers they carried around town
or from the disaffection of unemployment. While tiwis underscored the importance of freely
selecting lottery locations to avoid getting statkan unlucky spot and to maximize their
chances at winning, a number of people reportegimieat the same borlette multiple times a
week.

While the sums that people play tends to vary basettheir income level, even the icy vendor,
who works twelve hours a day to sell her popsitde$ gourdes each, bet 10 gourdes twice a
day, or a total of 50 cents. A middle class marnwigher education told researchers that the
middle class “play to be millionaires,” therefoley bet upwards of 50 gourdes a day on games



that are harder to win but present larger paydgghe diversity of games offered at a borlette
stall prefigure a variety of risk, the lottery asjsi to its clients’ propensity and inclination
towards risk.

3.3 Borlette Operators: Risks and Rewards

While dreams, hope, and superstition drive the daehta play the lottery, the borlette system is
a serious and profitable business with an unpaedllestail network. Major chains dominate
geographic areas. For example, in the Southwesafapnt, Missile Borlette, is ubiquitous. In
Port-au-Prince and elsewhere Chez Toto, Maya, a&stel, Center are some of the most visible
lottery retailers.

Every borlette stand’s operations differ slightgcording to their management. Sometimes
agents work for a commission of their ticket saéag] sometimes owners will simply pay an
employee a flat rate to sell tickets at a particatand. Borlette operators face the challenge of
preventing fraud or extortion. Some require documgreach bet with three carbon copies: One
for the client, one for the ticket seller, and d¢inat gets turned in to the “central bank”, or
headquarters, of a particular chain. Most ownesisirthat bets must be into headquarters before
the New York State lottery drawings or they willtito@ counted. This is not always an easy task,
particularly in a country where, as one informamitel, “nothing is based on time.”

Table 3.1 represents a simplified monthly incona¢eshent for a borlette stall in Gonaives,
based upon interviews with current borlette empdsyand the former owner of a small borlette
chain. As the table evinces, for operators, b$etan be an appealing business. Low start-up
capital (5,000 gourdes, or about USD 120, for khatal a few supplies) and high profit margins
(almost 14%) attract many entrants into the busin&scording to one key informant, a single
borlette stand in Port-au-Prince could take in acouSD 450 a day, while the large chains earn
around USD 200,000 in one d&y.

What this table does not show is the inherent lassimisk for borlettes: Winning tickets’
payouts on a given day could exceed that brougby iticket sales. We find that a stall that takes
in 4,000 gourdes in a day with an average betdi2® gourdes (50 cents) will lose money if
any more than seven out of 200 bets WHf we assume that betting numbers are chosen at
random, there is a 25.4% chance of loss at ealitpstaday™®* However, our research shows
that numbers are not chosen at random; certain etgnlike 21, represent wealth and are
particularly popular among lottery players. Theaentration of bets around certain numbers
increases risk for borlette operators. When populanbers are drawn, borlette owners
scramble to pay their winners; occasionally, thoke are unable to pay out close up shop and

% Pooja Bhatia, “Haiti puts its faith in the lottériThe National, (Posted April 02, 2010), Accessiht:
http://www.thenational.ae/apps/pbcs.dlil/article? AIP0100402/REVIEW/704019990/100@\ccessible at April 8
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190n a typical 50 times, 20 times, 10 times, paymriette, all three payout amounts have a 1% pritityaper bet.
We simplify here to a 26.67 times average payoth &i3% probability per bet. With the 20 Gdes agerbaet size,
any more than 7 wins will surpass the 4000 Gdetady revenue

; where 200 = number of daily bets



leave town for a while. Some operators will hedgpiydar numbers at other stalls to offset this
risk at the expense of some profit.

Table 3.1: Income Statement, Individual Stall

Monthly Avg | Notes

Revenue 120,000 Average daily ticket sales of 4,000

Cost of Sales

Prize payouts (80%) 96,0p060r common, two-digit winning borlettes

é?aased on stall cost of 5,000 depreciated ovef 24

Stall depreciation 2 months (straight line), no salvage value

Stall Rent 2,000

Agent salary 5,000Two employees per stall, 2,500 gourdes/ month
i Based on utility costs from the year 2,000 and

Utilities 15€ multiplied by 2.5 to reflect price inflation

Supplies 150Ticket pads, etc

Total 103,515

Operating Income

H
(Gourdes) 16,483
Operating Income (USD) 412
Operating Margin 13.7%

The high level of risk in this simplified model wesrroborated by a middle-aged man we spoke
to in Gonaives who used to own a borlette stallrép@rted that setting up a borlette required a
lot of cash because of the everyday risk of lamygopts. He gave up his business in 2004 upon
an offer of employment as a UN security guard. @edpaving recently lost his UN job, he was
not thinking about going back into the borletteibhass because he did not have the financial
capital required to withstand a large payout.

Besides holding capital in reserve, borlette owrerssolidate individual stalls into multi-stall
chains as an alternative strategy to reduce tlagioyt risk. Based on the simplified model
introduced above, a single borlette stall takingnity 200 bets per day will lose money one out
of every four days on average. Yet, stall consdlaamitigates this payout risk. As the number
of stalls and bets at a consolidated borlette cimzireases, a single stall may lose money on a
given day without increasingly the likelihood thlaé entire chain will pay more in winnings



than total ticket sale$? If we extend the simple probability calculation raddr the single sta
example above to calculate the chance of losdie¢ atall chain, wose stalls take in 200 be
each (1000 total), we see that the probabilityhefwhole chain losing money on any given
drops to 15.4%. After expanding to ten stalls,ahain’s probability of loss drops to just 8.
and quickly approaches zero (figure 3.2)

Figure 3.2: Borlette risk vs. number of stalls in achain
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The advantages of scale seem to have directed latatgan within the borlette industry in rece
years. In Gonaives it is hard to find a borléetta is not owned by one of just three chains
Vie Drole, La Probite, or Celeste. However, acaogdioa former borlette owner, just ten ye
ago these brands did not exist.

In the south, the recently launched Missile chaia tonsolidated rapidly. An owner of a Mis:
Borlette franchise there reported that multiplélstnabled him to spread the kness’ risk:
The aggregate cash in from his entire chain of $iadls helped to smooth the sometimes lul
pay-outs needed by an individual st:

3.4 Borlettes as Providers of Other Financial Service

In investigating ways to promote financial inclusioy expanding upon local infrastructure ¢
existing systems, our research examined alternases of the extensive and relatively -
functioning borlette system. Several unique fesgwf the borltte system drove the hunch tl

Pleasesee Appendix C for supporting calculatic



borlettes could effectively facilitate savings dodn products. First, the borlette network
throughout the country is unparalleled in its readope, and organization. Second, borlette
operators already manage cash flows daily, somstoneyuite a large scale, and thus could have
cash on hand to facilitate other financial serviceastly, borlettes have a reputation of
consistency and predictability: Everyday, twiceag,call the bets are collected and turned into
the central “bank” before the winning numbers amanch. And every day, twice a day,

everybody who needs to get paid-out is paid. Gtherhistory of cooperatives in Haiti, many
people doubt the reliability of the financial systethe borlette, on the other hand, is an entity
that is known to work.

These critical factors, which have advanced théehersystem’s success in often very isolated
areas with poor service provision, have attractedradbusinesses to evaluate potential
partnerships with borlettes. In fact, one informamntking on micro-insurance said his company
had thought about collecting monthly premiums tigtothe borlettes, to reduce the cost and
facilitate an easier collection process. In paléicuour team thought about the potential for using
borlettes as points of service for depositing arttidvawing money in a branchless or mobile
banking system.

Ultimately, however, the research team decidedttieak are presently too many barriers and
risks in using the borlettes for financial servidesspite its potential, the borlette system is not
an appropriate institution to link to the formaldincial sector. On the client side, it may be
confusing to pay money for lottery tickets (whitke toperator keeps) and then deposit money
with that same person, and trust that the monédystilil be there on demand. Additionally, one
informant asserted that certain borlette chainsrar@ved in money laundering and have
connections to organized crime. Although our regedid not confirm this allegation, whether
or not it is true, it indicates that people may tmost the stands to hold their savings given
potential connections to organized crime. Finallgpositing savings at the same location that
lottery tickets are sold may simply make it tooye@msspend even more household savings on
gambling.

For borlette operators, building mechanisms toraf&ings and loan products appears beyond
current capabilities and interest. Each indivicstall already faces the daily risk of losing
money, which could make borlette owners wary oirtglon an additional cash distribution
burden. In addition, the only records currentlgdio track cash flows at the stall level are
handwritten ticket books collected each eveningclvimeans that most stalls lack the
accounting capacity to keep track of customer dépos withdrawal transactions on top of
borlette ticket sales.

Low accounting capacity of the stalls limits tlmrplexity of potential financial service
offerings, since borlettes must avoid handing oatrhuch of their daily cash intake before
knowing their end-of-day cash payout needs. Thex@agoing efforts to install internet-
connected point-of-sale devices at every stalhefrhajor borlette chains that would allow
owners to track stall level transactions in readeti While this type of system would certainly
help pave the way for Haiti’'s estimated 35,000 &tbel stalls to provide additional financial
services, these systems have yet to materialize @fer ten years of effort.



3.5 Borlettes: A Case for Lottery-Linked Savings

Lottery-linked savings accounts, also called pbased or prize-linked saving accounts, blend
the security of traditional savings products witk thrill of the lottery. They give consumers the
opportunity to save money and, in lieu of a reguigerest rate, receive chances to win money or
prizes based on their savings balance. Bank DaBahgn Indonesia was one of the first
financial institutions to use lotteries as a waptomote savings— holders of passbook savings
account were entered in a quarterly lottery, wiieeg could win cash or other prizes. The
savings product became enormously popular andretji similar product launched by the

Bank Rakyat Indonesia. Since then, these prodiasts been tried in various countries
throughout the world, including the US, UK, Soutfriéa, and Argentina. Evidence shows that
these products are well-liked by consumers, pdaifuamong low-income households.

To date no thorough empirical research has exanthreedffect of prize-based savings products
on total savings level or on the effect of othensehold gambling practices. Will prize-based
savings actually increase overall savings, or dersashift money into prize-based savings from
other saving mechanisms? Does saving in this édracount actually decrease the money
spent on traditional gambling? These questiong lyatto be systematically studied. The
literature is also scant on describing the outcofrgavings in these kinds of accounts over time,
or whether financial providers maintain interespiized-based product.

This sub-section draws from the literature on lytienked savings to help define the way in
which these products work, where they have beed,ttessons-learned, and current innovations
in the field. The final section discusses the iogilons of the literature for similar products in
Haiti.

3.6 Lottery-linked Savings Models (Prized-based&¥ings)

There are several models that can be used to eulottiery component of a savings product. A
government can issue bonds with a lottery featasen the case of UK Premium Bonds, or a
state-run lottery commission can offer savings ant®linked to their lottery. However, in most
common model, a financial institution runs thedogtportion of a savings product itself. To
compensate for the chance at a prize, the prodwetily provides a lower interest rate than
would a traditional savings product.

The cost of offering a prize-based savings protlastthree categories: administrative costs
(including a computer program to assign chancestounts and pick winning accounts), the
explicit financial costs of the product, and thetaof the lottery payout. While many people
assume that offering a lottery instead of intevalitbe cheaper for the banks, this is not
necessarily the case. Only if the expected val@elottery win is less than the depositor’s
foregone interest will the bank experience a lowast of funds than on a traditional savings
product. In some instances, the bank has a hggstrof funds. At Banco Rio in Brazil, for



example, the total payout for a prize-based savaregsunt was 2.2% a year, whereas the interest
offered on a regular account was only % The literature on gambling suggests that banks
could offer less than a “fair bet” (lower return savings) and still attract customers; gamblers
prefer skewness, or the opportunity to win largapisums despite the low odds of winnifig.

And this indeed has been the case with other frésed savings products such as First National
Bank’s “Million a Month” product in South Africa.

Why Prize-Based Savings?

There are a number of incentives, both for the bepand the consumer, to use a prize-based
savings product. On the consumer side, a chana@tbig brings fun and excitement to the
discipline of saving. Compound interest is notaJ® attractive to those saving small amounts,
whereas the chance to win a large prize often emtic small savers who struggle to amass
“useable” lump sums of money.

In a survey to determine the most important featofehe SIMPEDES account offered by Bank
Rakyat Indonesia (BRI), 64% of clients said theysin@lued unlimited withdrawals, 27% most
valued the lottery feature, and only 5% most valinedannual interest rat& showing clearly

how unimportant earnings from interest were toe¢Hasgely poor account holders. A lower
interest rate also did not deter members of Miahig&dit unions from opting for the prize-
based savings account. The lost interest on thasmiats amounts to about 12 cents annually on
a USD 25 deposit. As Kathy Kristof of CBS’s Moneyalacom says, “This seems like a small
price to pay for the entertainment value of beiag pf a bunch of prize drawings. And it
certainly hasn’t discouraged depositors, who hanasted their savings in the participating

credit unions by some USD 3.1 million over the mstmonths.*®

On the supplier side, prize-based savings off@@itial institutions a way to attract new clients,
particularly those with low-incomes. South Afris&irst National Bank developed their

“Million a Month” prize-based savings account siiieeaily to increase the share of low-income
households with access to the banking system. tibddily, as mentioned, prize-based savings
can be a way for banks to lower their cost of fulidse lottery payout is less than the payout
would be with a regular interest rate. Executi@eBanco Santander and Banco Bilbao Vizcaya
said that their prize-based accounts save the thme&-quarters or more on their cost of funds

193 Mauro Guillen and Adrian Tschoegl, “Banking on Gdimg: Banks and Lottery-Linked Deposit Accounts,”
\l](gurnal of Financial Services Researc, Vol. 21, N@002): 219-231.
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195 Marguerite S Robinsoffhe Microfinance Revolution, Volume 2: Lessons fiodonesia(The World Bank and
Open Society Institute, 2002).
196 Kathy Kristof, “Want to win USD100,000? Save USD28oneywatch.com, August 3, 2009; see:
http://moneywatch.bnet.com/saving-money/blog/ddeiails/want-to-win-100000-save-25/521/?tag=cotigbl
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compared to regular accouritd. Guillen and Tschoegl felt this estimate was Higked on their
own research, but clearly the opportunity for battksave exists®

Whom Do Prize-based Savings Programs attract?

In-depth research on the demographics of prizeebsaeings clients is scarce, particularly in
developing countries. However, the existing reseahows that prize-based savings appeals to
a wide variety of consumers, but appeals most glydo those with little savings and those who
play the lottery or gamble frequently.

In the case of UK Premium Bonds, almost 40% ofpiygulation has invested in this lottery-
linked product®® across a wide spectrum of the incomes. Howevesetlearning under
UK£52,000 were more likely to have a larger shdrféremium Bonds than other stocks, and the
opposite is true for those earning over UK£52,860.

Initial market research by credit unions in the Wf&w similar findings: prize-based savings
appealed more to people with little or no savirgstto people who were regular savers (65% of
non-savers expressed interest in the product, cadpa 48% of savers), and demand for the
product increased as savings decredSedhe research also found prize-based savings Eubea
more to heavy lottery spenders (75% expressecestleas compared to non-heavy lottery
spenders (56% expressed inter&st).

In their review of prize-based savings in Latin Aroa, Guillen and Tschoegl also concluded:

“The bankers we spoke with believe that prize-basaihgs are especially successful with low-
income depositors, and in cases where there arelig@eople outside the banking syster.”

3.7 Implications and Lessons of Prize-based Sags

The literature review undertaken highlights impotti@ssons that governments and financial
providers might draw from prize-based savings pct&lu

Consumers treat lottery-linked savings as a hybridbetween savings and gambling
Research done by Peter Tufano on the UK Premiund&oanfirms that consumers value prize-

based products both as a savings investment aadoas of gambling entertainment. When
Tufano looked at the prize rate spread, which aaptthe quality of premium bonds as an

197 Guillen and Tschoeg|.
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investment compared to alternative investmentgotied that large prize rate spreads increase
net sales. Indeed, consumers discerned that prebumfs offer a comparatively good
investment and put money in them. He also fouatiwhen the largest prize offered increases,
net sales increase alongside, as they do withaedpiteries. Despite the economic
unimportance of the large prize on the overall falf the investment, larger prizes entice
consumers. Equally important, Tufano found thathee the large prize nor prize rate spread
correlated with premium bond redemption. This mehaspeople do not withdraw money
merely because they don’t win a large prize, wisighports the notion that prized-based
investments are treated as a savings vehicle adst®nsumers tend to redeem bonds or
withdraw savings to cover unexpected shocks omadrexpenditures

The lottery should be structured to grant a small mmber of large prizes and a large

number of small prizes.Because consumers respond to large prizes, déispitgotential
economic unimportance, products should offer a kmahber of large prizes. They should also
offer a large number of small prizes, to countehadtlers’ discouragement from the low
likelihood of winning big and to propel further iestment.

Lottery-linked savings is difficult to offer on smdl scale given the necessity of sustaining
large prizes.The long run economics of lottery-linked productsndnd a deposit base large
enough to support prizes that are sufficiently ieggive to attract and retain customers. For
example, if a credit union wanted to maintain @gular share rate (return on shares) of 2% for
prize-based holders, it would need a deposit basks® 600,000 for each USD 1,000 awarded
in prizes each montH? This figure does not consider the benefits ofizesbased product to

the bank, however, such as acquiring new membéosvatosts and engaging them to use other
banking services.

Marketing is critical to generate and sustain inteest, and can take many different forms.

As prize-based savings products often appeal roggdple who do not currently save and may
not already be a part of the formal financial systenarketing is critical to promoting and
educating people about their benefits and useseaehers found that account holders of the
“Super Savings” product in U.S. credit unions neittleposited nor withdrew a great deal of
money in their accounts, once opened. This wadylitue to the lack of ongoing marketing;
since little excitement was generated around drgsyialients forgot about their account’s lottery
features. Providers of a prize-based product mustaent the challenge of sustaining the lottery
thrill and increasing savings after the initialhat.

The case studies show, however, that there is aor@rketing model for success and, in fact, a
variety of marketing techniques have been succks¥gfith “Million a Month” in South Africa,
marketing was done on a national level, with tededidrawings and the account numbers of
winners published prominently in leading newspapés the other hand, Bank Rakyat

14 Maynard et al.
15 Guillen and Tsoegel.



Indonesia found their prize-based savings was swastessful when drawings were conducted at
the district level. At BRI, prizes are awarded dgra district-level ceremony, with local
dignitaries and in a festive setting. As a restithes local level strategy, almost everyone knows
someone who has won a prize through their SIMPEBE&Bunt and BRI has thus sustained
consumer interest.

Legal considerations are important.Product developers should consider legal barrcers t
lottery-like products. Often state governments haweonopoly on gambling activities and will
try to protect revenue-generating lotteries. Ba@meple, in South Africa, the “Million a Month”
prize-based product was eventually shut down #feegovernment determined the First
National Bank had violated the National Lotteries.Aln the U.S., many programs are likely to
be structured as sweepstakes until further regylateanges allow private institutions to run
lotteries.

3.8 Haiti and Prize-based Savings

The physical and financial disruption of the Jagudt earthquake changes dramatically the
possible recommendations of this study. The tedmavas that it will take months, or even
years, of post-earthquake recovery to set the $taghe following suggestions. For future
reference, we outline possible approaches to ircatimg elements of lotteries, raffles and
prizes into traditional savings products.

Lottery-linked savings products are very flexible ad can be adapted to suit the objectives

of various financial institutions and their clients Given their access to poorer populations,
credit unions would ideally offer lottery-linkedqatucts, if they first solved their excess liquidity
problems. The major banks such as Sogebank arzhbkivould also be good candidates for
introducing prize-based savings products for loeeme households. The microfinance
institutions, however, did not have legal statusafmcepting savings deposits. The introduction
of any MFI savings product explicitly designed teweurage savings would come under the
scrutiny of regulators and likely be prohibited gmme time, until the creation of an appropriate
legal framework.

Nevertheless, prized-based savings representractateé offering for financial institutions. The
flexibility of lottery-linked savings products—hoaften the lottery is held, how large the prizes,
how much clients are required to save to get aahsmwin—appeals to a variety of financial
institutions, who could adopt different producterto suit their individual needs. For example,
to incentivize Haitian banks to offer a new prodtice payout on a lottery-linked savings
account can be structured so as to significantielahe banks’ cost of funds. Evidence shows
that, as long as it offers sufficiently large psza bank can structure lottery-linked products in
its own favor without facing the loss of consumem@nd. On the other hand, if the lottery
product were marketed by credit unions or othetitutons with a social component to their
bottom line, the lottery payout could be augmersedhat the potential to win and lucky
earnings are equivalent to earnings on a regularast rate. The financial institution would not



save money in this case, but it would introduceftimeand excitement of a lottery drawing to its
savings product and likely extend its client base.

Although large prizes definitely increase product @mand, even small prizes could
potentially suffice in attracting customers in Haii. Advertising a “headline” prize amount,
such as the one million rand in South Africa, i® atrategy to attract clients. The literature on
gambling shows that the larger the prize, the nderaand to participate in a chance to win,
despite lower probability. However, a lottery-limkproduct can still be successful without this
“headline” number, particularly in Haiti, where beite gambling is so popular.

The borlette system does not offer customers a Jasgpot, as U.S. lotteries do. Players can
usually only win a return of at most 50 times thedargers:'® For an average bet of 5 cents, this
equals USD 2.50—a nice sum to be sure, but noadline amount. Yet, the attraction to
gambling at the borlette is strong. Haitians wpléad 5 or 10 cents at the borlettes several times
a week in hopes of winning that USD 2.50. Haitiashsdicated pursuit of small borlette earnings
suggests that small payouts from lottery-linkeddpict would also appeal to them; therefore,
institutions beyond large banks may be able toessfally run a lottery-linked product.

Prize-based savings is likely to be successful iraHi; it could potentially decrease gambling
expenditures if people permitted to choose their ownumbers in the lottery drawing.
People desire to bet on numbers that turn up stgmitly in their lives and dreams. Number
selection is such an important component of thei&talottery experience that a prize-based
savings product is unlikely to curb borlette expaurés. In fact, no one has systematically
studied whether lottery-lined savings products ltaawdecreased gambling expenditures
anywhere (although there is minimal anecdotal exaddhat it may). Offering prize-based
savings as an alternative “outlet” for those inetirtowards the borlette is not likely to be
sufficient in stemming gambling. Financial educatand outreach addressing this deeply
entrenched cultural practice is necessary to chpagple’s practices.

Legal issues should be explored, but are not likekp pose a challengeDuring interviews,
informants mentioned that certain banks had alrealtyinistered prize-linked savings to drum
up new clients. Similar to borlettes, these barmesiexternal lottery drawings to determine
winners; they distributed tickets and managed pitfeemselves. However, it would be possible
for a bank to partner with a borlette in runninigtéery-linked program. While preliminary
research suggests that legal regulations wouldyliket pose problems to a lottery-linked
savings product, a deeper analysis should be coedple

Great care would need to be taken to avoid even thgerception of corruption or fraud in

the lottery-drawings. Any financial institution offering a lottery-linkesiavings product would
have to hold people’s trust and ensure that therptrawing is transparent. It is only because
the borlette system approves winners based on msndb@wvn from the New York and lllinois
State lotteries that it is trusted.

1% An informant told us that even post earthquake shane stalls were offering a 65 times payout. \Warth but
did not confirm that the ANTB, the borlette regolatdo not permit more than a 50 times payout.



3.9 Haiti, The Borlette Culture and Financial Praucts

Financial providers in Haiti, whether insurance pames, MFIs, banks, credit unions, or
telecoms, have an opportunity to reach millionslaitians with more attractive financial
products. The borlette culture has much to teaebetlinstitutions about ways to design and
market their products.

Engage “decipherers” who like to participate in theoutcome of their financial experience.
Most financial products in Haiti and elsewhere kttle of consumers. The role of the consumer
is to process information that comes in the formaafertising or financial disclosure.

In Haiti, many borlette players choose their nurshveith a great deal of consideration. Many
see themselves as active collaborators in the méd&ee 2.4), as “decipherers” who can
improve their chances of winning. They might adingeek counsel from the spiritual realm or
consult the Tchalat, the dream bible. Often, theythemselves as making a difference in
determining the right number.

Financial service providers could incorporate mmient participation into both savings and
insurance products. Offering prizes is one waya@cdcomplish client input, by allowing
customers to vote on the types of prizes availdielette tickets themselves might be a winning
prize.

Offer the predictability and transparency of the balettes. Borlettes are predictable,
transparent retailers, for the most part. They ajgeaiccording to similar business rhythms
throughout the country. Any player can travel Hard understand regional or local variations in
betting the numbers. The digits of the New Yorki&tattery may be played slightly differently
from stall to stall, chain to chain, or town to tovbut the player will know exactly when the
winning numbers will be announced (twice per dayagis at the same time); where to find the
winning numbers (posted in tidy, clear letteringtbe walls of betting stalls); when lotteries
open and close; how winning numbers are selectéagactly what payout amounts will be.

The borlette industry has masterfully created gregernce with little learning requirement by
the client. Consistency of experience reduces #¢eel fior expensive education by suppliers.

In contrast, financial products and the institusidhat offer them are inscrutable. The financial
sector does not offer the same repeated, univensadlerstood set of experiences that the
borlettes do. It is difficult ‘to get the hang’ afsavings product in the same way someone might
get the hang of playing at the borlette.

Following the customer-friendly model establishgdle borlettes, financial service providers
should work towards offering easily understood aimdproducts. For example, banks could
present clients with topping up plans for insuraoceavings, awarding each deposit of 100
gourdes per week with a guaranteed six months vathaf 2,800 gourdes, adding 400 gourdes
to the amount actually saved. This service mightlbarly “won” in exchange for each deposit
or contribution to add a sense of fun to saving acmbmplishment.



Offer surprise. The borlettes, though predictable, stimulate céieimterest through their
uncertainty and surprise. Financial providers matvell to build in frequent, surprising
rewards for steady loan repayment, insurance patgnensteady savings.

Charge for savings.Telecommunications companies and sellers of airireespreading their
agents throughout Haiti. These agents, thoughsiabajuitous as borlettes, could offer savings
products. In India, experiments are taking placeich consumers pay for savings cards and
redeem them later for the cash deposited. In Hdidints could pay for airtime cards and, if
unused after a certain period, redeem cards fdr. €eposit-taking institutions could offer a
similar product.

Provide “sachet” products. Players can participate in the borlette for a fewrges per ticket.
This low threshold allows even those with irregufemomes to participate in the daily thrill of
the lottery. To reach the poor, financial instibuis might lower minimum deposit requirements.

Colors, imagery and accessibilityThe retail appearance of borlette stalls is plepsimmost
cases. In the south, Missile Borlette meticuloustyuires that franchisees use its specific
lettering and identity colors. Many borlette chaimseven individual stalls capitalize on colors
and imagery that appeal to the poor. One owner Deararais distinguishes his kiosks with
illustrations of rockets leaving Haiti with passergjlashed to it, escaping the island toward a
more promising future. Opportunities of a bettér &re part of “selling the dream.” Finanial
institutions might borrow from the fanciful, hopéand colorful presentation that is part and
parcel of borlette culture.

Conclusion: The lottery system in Haiti offers is gtensive, with an estimated 35,000 stalls
in cities and towns. While major regional and natimal chains visibly dominate the market,
smaller operators take advantage of low entry cos@nd compete locally. The borlette
system has much to teach formal and informal finanial institutions. Customers use it often
to try to amass lumps sums that seem impossible &mnass in any other ways. To earn the
patronage of clientele focused solely on the lottgias its main financial tool, more
mainstream providers might look to the successes other countries where prized-based
savings has been introduced. They might also repéite certain aspects of the borlette
system that has so successfully engaged a largeqitage of the Haitian population.



Section 4: Youth, Money and Savings

No financial inclusion strategy can be effectiveHaiti without a focus on youth. Approximately
65% of the Haitian population is under age 24, 40% is under the age of fourteen. As of now,
the country’s social programming falls short in edsing the needs of youth, leaving this group
at loose ends. Research by the World Bank conclinde®nly 13% of the 1.6 million Haitian
youth aged 15-24 are content with their lives. ifsafficiency of the education system, both in
terms of curriculum and accessibility of schoolingnains a huge barrier to realizing able and
productive future generations. More than half ofy2@r olds have not completed secondary
education and nearly half of youth in the labor keaare unemployet!” The team’s research
indicates that even educated youth do not consigteateive quality financial and professional
skills to facilitate their entry into the labor &tm.

This section provides insight into youth’s undemstiags of their own futures and of financial
services. Findings from a youth photography worksiah sixteen individuals ages 18-24 in
Gros Monde, in-depth interviews with male youthd atbservations from the field highlight the
demand for practically-oriented trainings for yauticluding financial literacy training, and
interest in technology.

4.1 Youth Perspectives on Opportunity and Money

The results of a photography workshop conductethéyesearch team with the support of
Digital Democracy illustrated a fairly hopelessloaok on the future among youth in Gros
Monde. Through conversations with the researchieese youth acknowledged that their
community suffered from an extreme lack of resosirtiee town offered few jobs, unlivable
wages, and little agricultural possibilities. Migray to Port-au-Prince after high school proved
the most popular opportunity to escape from poverty

The youth participating in the workshop express=mive in the face of confining poverty. In
discussions on money, they did not lament the natiings that money could buy, but rather
their families’ struggles to obtain just enougtided children. Pictures depicted a woman
languishing in the hot sun to sell dried fish; ygunen driving motorcycle taxis all day to earn
pennies; and people in the market shouting todustomers to their food and shoes. In each
case, the message was the same: You have to madeynpeven if it is difficult or if the work is
poorly paid.

The pictures also portrayed a reliance on haphdamakdn current Haitian livelihoods strategies.
Photographers captured kids and parents playingdHette, which they viewed as “trying to
make money without working hard.” The harsh readitof betting on winning when incomes do
not meet families’ needs were familiar to youth.ok& group noted, borlettes offered a chance
that “you will make a lot of money, but also a cbathat your kids won't eat that day.” One
middle-age informant reported that he and hismsgsliwould frequently go hungry when his

"Michael Justesen and Dorte Verneactors Impacting Youth Development in Haflorld Bank Policy Research
Working Paper No. 4110 (January 2007).
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grandmother lost her gourdes at the lottery: “Gndhys when she didn’'t make enough to buy
rice and to play borlette, she played the borkettn if it meant we skipped our meal.” Youth
confirmed that families do not earn enough to nleetneeds of each of their members anyway.

Overall, the young photographers communicated aatdce towards money; they were awed
by, yet somewhat resentful of, its power. Many tpaiures of banks including local MFIs and
bigger banks, commenting that the larger institigibad stronger legitimacy. Perhaps evidence
of the importance of financing and money, all fteams noted the beauty of the local savings
and loan cooperative building. The youth distinge between financial institutions according
to the services they believed were offered by ellffis were seen as places “where you take
money out and ask for a loan,” whereas bigger barms “where you can have an actual
account.” The “actual” accounts offered by banksenmnsidered more prestigious. Meanwhile,
as a group explained through a photo of a man gakin a loan, receiving money made a person
“happy,” but “it [didn’t] mean that he became bettean [others].”

There was a general cynicism about money from deitsj even the government. Multiple teams
took a picture of a government-funded public wgrkgject, intended to improve public space,
but now fallen into disrepair. The allocated moneyer arrived to carry out the public work.
Reflecting on their experience with both internaibNGOs and government money, youth
described both of types of support as undependuaduleshort-term. The researchers observed the
frustration that this group felt, as few organiaat are ready to commit to responding to the
multitude of youth needs. Indeed, our own photolgyaproject was legitimately subject to
guestioning. The youth were very enthusiastic ablmeiphoto project but also inquired as to why
the researchers were there. Certain members gfrthg sought to benefit financially from the
project, despite having long been told that theylmot be paid. The unpredictability and
impermanence of outside support seemed to proregidtticipants to ask for handouts in order
to gain as much as possible in the moment.

Implications: Youth enter the workforce without appropriate skills or mentorship for adult
decision-making around careers and money. Organizains should commit to long-term
community interventions to provide stability and meningful changes for youth.

4.2 Current Financial Services for Youth

Financial literacy programs and financial serviaesin demand among Haitian youth, yet
access is greatly restricted. Interviews with repr¢atives working on education reform confirm
that financial literacy programs are not availablehildren in schools on a consistent basis; the
government relies on families and parents, who avging degrees of financial acumen, to
train youth to deal with money. This does not alsvesrk out well. In addition, our research
indicates that a gap exists in programming for gages 18 to 24. Too old for most “youth
programming,” this age group is overlooked and nmosieed of accounting and loan-
management skills, given their participation in therkforce.

The youth in Gros Monde demonstrated a limited wstdading of basic financial instruments
available to their community, and did not mentiamniags programs once during the ten hours of
research. This was not surprising, given thafitrencial institutions interviewed had not
developed programs specifically for youth, nor ttidy express particular intentions to reach out
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to this portion of the unbanked population. Accogdio a press release dated September 22,
2009, Fonkoze had partnered with BRAC, Partnetsaalth and the Clinton Global Initiative,
among others, to eliminate poverty through yousttégship development and trainit§though
this program was not mentioned in interviews wité brganization. Fonkoze and Unibank’s
advancements on initiatives to reduce youth powsese not clear.

Some mutuelle programs have youth-targeted progragjyrut their success rates are
undetermined. KNFP, for example, attempted to irmglet a youth-oriented entrepreneurial
program, but its capacity was insufficient. Theaorgation initially over-extended itself, so that
its staff of fifteen was overseeing the trainingsl aanagement of 120 mutuelle “animateurs.”
In addition to monitoring the mutuelles, KNFP wasant to help youth to develop business
plans and obtain seed money for entrepreneurigitives. The organization had also cultivated
partnerships with MFIs that were positioned to ficathese youth projects. However, KNFP’s
staff underestimated the support required by tbufation; many of the participants were
illiterate and were not able to develop strong hess plans. The lack of basic skills led KNFP
to abandon this program for the time being.

Occasional financial programs for youth have shtemative signs of success. IDEJEN, a
USAID-funded program that focuses on providing worke training to marginalized youth
(defined as those with less than three years afduig), has managed to encourage savings
among youth through one of its programs. All yowtio enter its program receive one year of
basic skills training (literacy and numeracy) aedrh one very specific skill, such as fixing the
brakes on a car. After this training, they careree a Level 1 Certificate to legally work. At
this point, some enter the workforce while othereean entrepreneurship program. Those who
enter the entrepreneurship program receive see@éymadrlJSD 100 to start a savings account.
The account might be opened at Fonkoze or a lontlelie, depending on what is available in
the area. The program helps youth develop spethifiective for saving, in order to highlight the
benefits of saving money. Many are excited to dpamk accounts because it signals their
participation in society.

However, similar to other development programsated by outsiders, IDEJEN suffers from a
lack of long-term funding and threatens to closesdons learned could be pulled from this
program to prolong its benefits and build uporsttengths, despite its imminent end. However,
the program has not tracked participants after gragluate from trainings, so the sustainability
of changes in financial practices is unknown. Tia#f Sassumes” youth are still saving, but have
not gathered specifics on which elements of thgmam should continue. For the first time since
the program started, IDEJEN created a monitorirdyevraluation system for the 2010 class in
order to address this gap in knowledge. Howewasg dn youth attitudes towards savings post-
program will now likely be skewed by the effectstioé earthquake.

Implications: Youth-oriented financial programs, particularly savings programs, remain
unknown to most Haitian youth. The education systensould facilitate youth’s entry into
adulthood by providing supplementary training in financial literacy, book-keeping and

loan-management skills. Past programs have underastated the support required by

H8«partnership Launched to Break the Cycle of Diseasd Poverty in Haiti,” Fonkoze Press ReleaseteBeyer
22, 2009; see http://www.fonkoze.org/docs/pressasd cgi_commitment_final.pdf.
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youth, given high rates of illiteracy and lack of lusiness experience. A comprehensive
account of lessons-learned should be reviewed towidop youth-appropriate programming
prior to intervening.

4.3. Youth and Technology

Haitian youth’s interest in technology could oféer important medium for including them in
financial system. The participants in the photogsayworkshop were eager to learn and use the
digital cameras, although they had never takerctaiq@ before. Most had mobile phones of their
own, despite having little or no personal incomaclithas an email address, which they check at
school or at the local church. Other young peapleart-au-Prince had Facebook accounts that
they accessed through an iTouch, for example. &taytouth have used ICTs to tell their own
story about the earthquake via Twitter, Facebo®dk$S Sand digital photography, giving voice to
local people so that their story was not solelypgraitted by the international media. Most
technology gadgets were provided by members ofitigan diaspora in the U.S. and Canada;
the devices were coveted amongst the young peaplaet.

Mobile technology can be applied to savings grdupsnproving communication, increasing
efficiency, and facilitating accountirg® Although this is not happening in many placestehe
are savings group associations in Kenya that cdraluitansactions using the mobile payments
services M-PESA? It can also make the group model more flexibteyjuling youth will
freedom and a sense of individuality. Technology lealp to bridge the gap between youth and
financial services, attracting young people to sgsithrough a medium that they already
understand and enjoy.

Data collected prior to the quake indicate that ieadubscriptions were growing rapidly
throughout Haiti, expanding from 1.7 per 100 peopl2002 to 26.1 per 100 people in 2007.
These new customers are already starting to swotaiternet-enabled phones: 867,000 have
purchased WAP enabled phai&€Over half (56.5%) of the country is literate—imzott since
illiteracy can be a key hindrance to technology. 0$erefore the penetration of information and
communications technology (ICT) shows the potenti@y to engage youth through reliable and
relevant technology based offerings.

However the situation regarding mobile technology posttegrake is much less stable and
much harder to assess. We know that the teleconuaions companies were almost at full
capacity a few weeks after the earthquake, andntexnational aid continues to fund the
improvement infrastructure and capacity. One ofinofarmants, a local entrepreneur, checked
entry forms at an IDP camps on February 4, 2010f@umad that 85% of families provided a
phone contact, implying that they still have acdesshones?? The main concern at this time of
this report is the lack of access to electricitydoharge phones. We have received reports from

119 Rebecca Furst-Nichols,“The Value-Added Proposit@an Technology Work for Savings Groups?,” paper
written for “Microfinance from Below: The Power 8havings and Savings Groups in Frontier Marketsyif€ence
at The Fletcher School of Law and Diplomacy, Ma2ék28, 2009

120 |nterview with Stanley Lucas Alube, founder ofalige Sasa, Nairobi Kenya, May 2009

121 Team interview with David Sharpe of Digicel, Jaryu@, 2010

122 Kurt Jean-Charles, Executive Director, SMS Sohgjcemailed this information to the researchersebrirary 4,
2010.



! " #

the ground that micro-entrepreneurs have alreadypseecharge stations throughout many IDP
camps. Yet, many people will not be able to affeven the 40-cent recharge fee in the
foreseeable future.

Programs utilizing technology may not be possibléhe short-term, given the multiple demands
on reconstruction efforts. Using a mobile monengfar (MMT) system like M-PESA is only
possible when MMT becomes available. However, leedenmunications capacity improves,
mobile technology will be a key method for proviglimany services, and in the wake of the
earthquake may offer a way to leapfrog aspecteadvery.

In general, before the earthquake, we noted a buargg Haitian software development
community that could innovate to address reconstmceeds. A couple of small software
companies were developing, for example, medicarcfiling applications, as well as other
Haitian context-specific programs. These are gdiyestaffed by young people, eager to boost
their country’s economy. Post earthquake, we beltbat re-establishing the technology training
centers and supporting software outfits can beiakfmr providing talented youth with

economic prospects.

Our research team spoke with local entreprenewsl@gng innovative ways to use

technology. One example is Solutions, a compamgldeing a system for sending remittances
via SMS. Solutions, the winner of On the Fronsd?ioneers of Prosperity award, has created a
product that sends remittance recipients an SMiigation of a received remittance. This
saves the recipient from having to travel to andingat the Western Union, for example, only
to learn that the remittance is not yet processbd.founder of the organization is in his

youthful thirties.

Finding innovative ways to utilize these tools tetp to provide youth with jobs and a method
for saving their money, ideally empowering thenthia process of rebuilding. Technology can
be leveraged to train and support local youth ttioae reporting on the situation in their
communities, thereby creating jobs and establishifgedback loop for the aid being delivered.
Many jobs are already created around ICTs, sudixiag broken phones.

Implications: Youth are attracted to technology andinnovation. Financial literacy
trainings and employment opportunities should consler appealing to this interest to
engage youth.

4.4 Youth Clubs and Savings Services

No one program, especially one that is externafigrfced, will be able to address all of these
needs. However, preliminary findings suggest thiéizing pre-existing groups of youth is a
promising strategy for encouraging savings. Thgeaps may be a starting point for youth-
orientated mutuelles; however, more research \alehto occur, especially now that the
situation has drastically changed in unknown wasya eesult of the earthquake. What is clear,
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regardless of the disaster, is that any improvenmeHgiti will come from building on the
enthusiasm and intelligence of the young Haitians their caregivers.

Building on Youth Solidarity

We observed that youth in Haiti have a tendencettorganize into groups, based on a mutual
interest in religion, learning English, or litereguThis propensity to self-organize is an
encouraging sign for developing youth-specific nelies. Savings groups do well if their
members have shared interests or a shared comm8alfyorganized youth groups will be a key
leverage point for forming youth-orientated saviggsups.

Discussions with youth in and around Port-au-Prindecate that youth desire to attain financial
stability and wish to engage in thrift to save mgrtae solidarity of group interests motivates
youth to work together to achieve these goals. y@nmg man in an apprentice program told us
that he is the leader of his dancing group, andehasuraged other members of the group to join
him when he goes to Fonkoze to deposit money. Astattan, age 32, described the youth group
that he participated in within his church and meméd that missionaries had provided some
training on budgeting. This individual did not aalty use the budgeting skills as his low and
irregular income made the exercise difficult. IStilis training through church reached a number
of youth and adults and had the potential to p@wd-going support for a fair number.

Some organizations, including Population Servicgsrhational (PSI) and FOSREF, have used
youth groups to carry out important public edugattampaigns. Specifically, PSI uses these
local groups to facilitate interpersonal communamainterventions to raise awareness about the
problems associated with contaminated drinking wathile FOSREF focuses on HIV/AIDS
education and counseling, using the groups asopé#neir community outreach program.

Specific Examples of Youth Savings Clubs (Youth Mutelles)

In July 2009, the team interviewed parents who weeenbers of mutuelles. They reported that
in the Laborde area, many children were involvedals. Girls between 15-16 years of age and
the daughters of mutuelle members were raising jmambuy goats. Their hands ranged
between 13 cents and USD 1.90. A mother mentidm&hhost youth sols were interested in
expanding mutuelles. Because school children dfesp the books of mutuelles, they had
already assimilated many of the management tasksregl to maintaining a strong mutuelle.

Near Lak Laborde, a small village, at the basewétershed, our study team saw youth gathered
to plant acacia and coconut saplings. Nearly S@@fyouth group, L’'Entang, had come with 600
trees, all to be planted that day. A young agrostrage 24, led the group, whose members
ranged from thirteen to 25. Twenty-three of thent¥mbers of L’Entang wanted to create a
mutuelle. They were in the beginning stages ane waite pleased that we could introduce them
to the adult mutuelle in Lak Laborde; they werekiog for experienced mutuelle members to
teach them the specifics of rule-making and boogkeae The objective of both L’Entang and its
mutuelle is to conserve natural resources, impfakming practices and make sure children are
educated. Started in 2004, this group includesrsageonomists and thirteen teachers in its
memberships.



CRS includes youth mutuelles within its regulargreanming activities along the southern
peninsula of Haitt?* As part of its post earthquake strategy, CRS plamsach out to local and
national partners to form youth and female focusetlelles along the northern border areas.
This is a preventive strategy is designed to reaindd vulnerability to the threat of trafficking
or "child-lending," where poor children are lentgiven to better-off households, which while
legal, is considered by many to be a form of exptmn. CRS is particularly concerned about a
rise in the vulnerability of children and beliewbg spread of mutuelles is a good strategy to
keep children together, enabling communities t@saoney while keeping a watchful eye over
fellow members and their families.

Involving the Larger Community to Realize Youth Poential

MFIs in neighboring Dominican Republic provide misdi®r Haitian organizations to build
youth savings. The Dominica MFI ADOPEM, sponsdogdhe Nike Foundation’s Girl Effect
campaign, has developed a product designed to atetgirls between the ages of seven and 24
to develop positive savings habits using secunadbaccounts?* Participants are invited to
open specialized savings accounts named ‘Cuentadgsigned specifically for girls and female
adolescents. The new account offers, among othesfite a low initial deposit amount, few
requirements and no additional charges.

ADOPEM has created two passbook savings accouttisthfferent designs and incentive
structures for each of two age cohorts (girls 7afhd 15-24). Younger girls are required to have
an adult sign off on their accounts, which enaBIBOPEM to reach and educate parents in
financial matters.

This type of initiative is one that could be implemted in Haiti to encourage savings among
unbanked youth, and their parents, who might otlsernlve intimidated by banks. Each
participant is presented with a pink passbook gm/book and matching savings can when she
opens her account. Teachers trained by ADOPEMoaoailduct the financial education
component in public and private educational insbs. In turn, ADOPEM benefits from the
publicity, grows its client base, and builds loregrt customer loyalty among participants.

Implications: In Haiti, youth enjoy organizing around many themes, some of them
financial. Financial institutions and promoters ofmutuelles would do well to target youth
for simple savings and lending services. Mutuellebgsides offering members the discipline
of thrift and the gratification of accumulated savings, are excellent points of dissemination
for other kinds of financial services and financialeducation.

Conclusions: Youth enter the workforce without appopriate skills or mentorship for adult
decision-making around careers and money. Youth-@ented financial programs,

Dr. Gaye Burpee, Deputy Regional Director of progmaing for CRS, Latin America (April 6,
2010)
12410 2009, the Nike Foundation launched a similargpam in Mongolia to provide savings accounts anaricial
education to adolescent girls (14-17) through angaship between WWB and XacBank.
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particularly savings programs, remain unknown to mat Haitian youth. We learned that in
Haiti as in most places, youth enjoy mastering netechnologies. They also organize around
many themes, some of them financial. Financial institions and promoters of mutuelles
would do well to target youth for simple savings ad lending services. Mutuelles, besides
offering members the discipline of thrift and the gatification of accumulated savings, are
excellent points of dissemination for other kinds bfinancial services and financial
education.



Section 5: The Hunches Revisited

“Savings and Chance,” was intended as an exploraticeveral theories that connected the
presence of savings groups to behaviors around lgagnidve analyzed social and financial
gains or losses from these connections, largetyra Haiti. The study also explored young
people, their perceptions of money and their opputies for financial education. Below is a
summary of the initial “hunches,” or hypothesesjchtshaped our research questions, and the
findings that pertain to each.

Our overall conclusion is that chance comprises@el part of Haitian families’ financial
strategy. Our research suggests that integratirrg sexure and stable financial practices into
Haitian households will require a good deal of ficial education, expansion of access to
financial instruments, and substantial communityagiement. However, these tentative
observations require additional research to subatenin particular quantitative household
surveys should be done to better understand ther$aihat influence families’ financial habits.

Hunch 1: The presence of borlettes signals an opponity for lottery-inspired financial products.

Finding: There is great potential for lottery-linkesavings products to meet current consumer
demand for both savings and gambling. However,itisétutional capacity to offer such a
product does not currently exist.

Throughout Haiti, brightly painted, well-kept kiaskelling lottery tickets are chock-a-block on
city streets and along stretches of rural roadspkerickle in and out of stalls throughout the
day, with lines often developing as the final tiskor the morning and evening drawings are
sold. Even the most remote villages have a bortette/o. A key informant knowledgeable
about the borlette industry said that ticket saleshigher in the provinces than in Port-au-

Princel?®

The “borlette culture” is firmly-rooted, ubiquitoasd resilient in Haiti, despite hurricanes, a
recent earthquake and chronically poor farm yi€ldhe reasons people play the lottery are
complex and multifaceted. A combination of entemaent, hope, desperation, and a belief that
finely honed powers of prediction can beat the cmudribute to the durability of “borlette
culture.”

For many playing the lotto is seen as the only Wwegccumulate useful sums of money. As one
Haitian immigrant explained of people who play, Ejtdon’t have jobs, they don’t have money,
but the lottery is an investment, a desperate invest.”

Given the high demand for savings products desgiibbénterviews with mutuelle networks
(KOFIP, KNFP), credit unions, Fonkoze, and Unibahle, idea of linking the practice of savings

125 Team interviews, Patrice Telleyrand, July 2009 dawuary 2010. Mr. Telleyrand’ supplies informatsmmvices
to larger borlette chain operators.
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to the practice of gambling seems sensible. Thectize would be simple: incorporate aspects
of the borlette culture into create safe, regulditeahcial products. The methods by which this
might happen are detailed $ection Ill, From Lucky Sum to Lump Sum.

Hunch 2: Borlettes might be facilitators of bettersavings and loan products.

Finding: Despite its potential, the borlette systesnmot an appropriate institution to link to the
formal financial sector.

Several unique features of the borlette systemedtiog hunch that gambling stalls might be a
good facilitator of savings and loan products. ti-itse network of borlettes throughout the
country is unsurpassed in its reach and scope nfeborlette operators already manage daily
cash flows and thus would have cash on hand tbtéeiother financial services.

Borlettes are also a known and surprisingly pradhiet institution in an environment of
instability. As one key informant said, nothingH®iti runs on time—except the borlettes. Every
day, twice a day, all bets are collected and tuintxthe central “bank” before the winning
numbers are drawn. And, everyday, twice a dayyeely who wins gets paid-out. In cases
where they do not, the operator is usually forcedd®se from scorn and customer pressure.

A key informant working on health microinsuraf@dor AIC said he had considered collecting
monthly premiums through the borlettes, to reduaesaction costs and facilitate an easier
collection process. Our team also considered thengial to use borlettes as points of service for
savings deposits and cash withdrawal in a branstdesobile banking system.

Ultimately, however, the research team decidedttieat are too many barriers and risks in

using the borlettes to mediate financial serviBased on conversations with players, we suspect
that it would be confusing to pay money for lottéckets (money which the operator keeps),
deposit money with the same person as savingsstdhulust that savings would be intact a

month or a year. From the perspective of the operaften local stall managéeféwith limited
education and banking experience, it could be cnfuto allocate some portion of “cash in” to
the demands of the fast-paced lottery businessdaiilly payouts, and other “cash in” toward
longer-term fiduciary uses.

In addition, the core businesses of finance artdriptwe believe, are fundamentally
incompatible at a retail level. The core businddtance involves a relationship. Money is
either saved up or paid back over time. The costiess of the lottery involves instant
gratification: clients know within hours of wagegia number whether or it won.

Lastly, selecting a borlette chain as an implenmgnpiartner of financial services would prove
challenging, given their various reputations, la€knonitoring, and uncertain transparency. Key

126 Team interview, Emile Pantaleone, AIC, July, 2009
127\We heard that managers of large chains were gtiang MBAs but at the level of the rural stall mkistsk
operators did not have that level of education.
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informants reported that certain borlette chaimsiavolved in money laundering and have
connections to organized crime. Although peopleressed trust that the borlettes will mostly
pay out winning tickets, people may not want taetthe borlettes with holding their savings
given alleged connections to organized crime. {Hahention that linking formal financial
services to a system with these connections isssfer a host of other reasons.) Finally,
asking clients to deposit savings at the same @heavould purchase lottery tickets may simply
make it too easy to divert intended savings to danrgh

We do not consider the borlette networks as ancusvplace to offer products requiring long-
term financial relationships. As of the writingtbis study, it was not clear that new technologies
would be able to fully tackle issues of cash maneage and client perception any time soon.
While the business of more formal financial senpeevision might be incompatible at the retail
level with the business of lottery operation, madarly in terms of money management, we
found financial services could borrow many concémm the “borlette culture” to improve
product design and marketing.

Hunch 3: Haitian Mutuelles might stem excessive galnting

Findings: Haitian mutuelles currently play a role limiting gambling expenditures that could
be expanded greatly to benefit communities’ finalngituations. With additional training on
how to save more between meetings, mutuelles bauklgreater influence on how households
might save more.

The research team did not discern a strong linkéen participation in a mutuelle and gambling
behavior. Some mutuelle members played the lgteergt others did not. In fact, while we were
anticipating that discussion of gambling habits lddae a sensitive topic, people did not seem
reluctant or hesitant to discuss the frequenchei tvisits to borlettes —indicating there is not a
strong taboo within the mutuelles against playimglottery. We even met one mutuelle
member who was the operator of a borlette kioskdigrto the pride of her fellow members.

However, many interviewed expressed that mutuelbes fact help members spend less on
gambling because in a given month they must, acugtd group rules, contribute to the
mutuellebeforethey can purchase borlette tickets. As one mempilseit, “When people are
saving in the mutuelles, they will play the boisttess.” They only have so much income to
spend. Thus, we concluded that any change in gagibkhavior due to participation in a
mutuelle resulted less from an understanding angabout gambling’s financial risks than
about adhering to the mutuelle’s group rules.

Direct education about gambling—including, for exden information about the odds of
winning—might arm mutuelles with stronger dataiboil borlette expenditures. However, the
tone of such education would require careful cogrsition. Given the degree to which “the
borlette culture” is entrenched, financial edugatioat attacks gambling outright could turn
people off. After all, borlettes comprise an impaoittindustry in Haiti and employ many people.
The January team found that in Gonaives more aaredhe lottery player was suspicious of the
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team’s research, a signal that the research teadeddo make very clear that its goal was not to
condemn the borlettes or to shut them down.

More indirect tactics might educate more effecffyals a more nuanced educational message
could fully acknowledge the variety of things batds actually offer people: entertainment, a
chance at a big lump sum, and an opportunity tigptiec hidden meanings revealed to them
through dreams and other signals. These meaniegstan connected to their spiritual beliefs
and practices.

To increase savings, which might otherwise vamistié form of lottery tickets, in mutuelles,
organizations such as KNFP and KOFIP might congdeouraging mutuelles to start raffles to
boost funds in their green box or start a systemeskly or even daily “slot savings” to enable
frequent, convenient deposits in the mutuelle. 8ypding some of the lottery’s appealing
features, mutuelles could attract broader partimpa

Hunch 4: Haitian mutuelles might offer a platform or distribution point for more formal
financial services.

Finding: Haitian mutuelles are one of the few ingions reaching poor, rural populations and

could provide a platform for additional financiadiwices. That said, their diffuse, decentralized
structures will make them difficult to build partakips with, from the perspective of a financial
services provider.

By offering financial education, the opportunitygave, the discipline of saving in a group, and
the ability to access credit, Haitian mutuellestaglping poor, rural populations increase
household assets. They also offer an alternativeddit unions, whose collapse in 2002 sent
ripples of anger and dismay throughout Haiti. Mllasewe interviewed included members that
knew each other well as neighbors and felt that #eguaintance produced a level of trust (or
suspicion) and accountability missing from the dradions.

Mutuelles have been proliferating in the South tigto word-of-mouth and the thinly funded
work of local church groups, mothers clubs, andintders. They have reached isolated areas
that other institutions have not. In many areadaiti, KOFIP and KNFP are active in
supporting mutuelles with capacity building sergie@ad trainings. KOFIP and Fond Sud also
offer funds to “fill the blue box” of Haitian muttles.

Might more financial institutions be pressed intovice? Yes, if those institutions channel
services through sustainable network organizatonisfunds such as KOFIP and KNFP, in
much the same way as Indian banks channel crediigh NGOs and self-help groups. These
organizations have the capacity to aggregate masielemand for more credit, additional
savings services or insurance services. But, gboirg where our study ended, it was not clear if
these organizations had the capacity to make demaritable for providers.
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Our multiple meetings with AIC, one of Haiti’'s preminsurance companies, over the course of
the study indicated that AIC was very much intexdsh the mutuelle business, but was unable
to determine an efficient way to extend servicethése groups or the individuals within them.
Their burial products were much in demand by miguslembers, they knew. They had sent
staff to the south for presentations and intervidhwsse staff remarked that the interest for burial
insurance was overwhelmini@ What they did not know was how to provide thes®lpcts in a
sufficiently low cost way to produce a profit, eva@slight one, for AIC.

Difficulty reaching mutuelles might be addressedsbgporting strong mutuelle networks or
umbrella organizations that aggregate both demaddédministrative services. Such
aggregation, however, might produce losses alotly gains. The sturdy, independent nature of
self-help—the very foundation of mutuelles—staraose if the unique self-management of
mutuelles is compromised because of uniformity staddards that more consolidated systems
require. If groups are pushed to trade-off “houdes” for rules of the larger financial
institutions trying to support them, their sens@awfonomy and motivation might fade
dangerously.

Hunch 5: Haitian Savings Mutuelles might be a usefdormat to advance financial
educations for adults and youth.

Finding: Youth are beginning to join savings mule®lwith great success. This practice could
be more widely promoted as a route to financialcadion.

We observed several current and potential linke/éeh young people and mutuelles, with social
service, financial education, and savings as proigisutcomes.

In July 2009, we interviewed parents in mutuelled asked if including youth was appropriate.
They confirmed that including youth in mutuellegiwadult members was appropriate and that
promoting mutuelles specifically for youth was aggiate. Young people, according to
members of Vayan Konbatant, a mutuelle in Port-ane, would have the means to make
regular contributions to a savings club. Said omentoer, “as soon as they get any money, they
are buying airtime for their mobile phones. So wew they have cash.” The others agreed that
they may not have much money but they did do chimresash and received money from their
parents. This particular mutuelle believed thatdrken interested in borrowing should join a
mutuelle that was mature and had a predominantiit atembership. If children wanted to form
their own mutuelles, perhaps the best approachdventlail saving for several months and
“emptying the box,” not creating a green box fothbsaving and lending. We heard of sols run
by teenagers, but no mutuelles yet run by teens.

In rural areas beyond Les Cayes, members repdratarany young people were forming
mutuelles. One pointed out that her daughter, mdens, was running her own. Our informants,

128 Kim Wilson observed a meeting in March 2008 whartguelle members were keenly interested in AIC’s
offering. One member said, “I would like to havealie services but would take death insurance siewiill never
have health services and | surely might die. IrtiHae are worth more dead than alive.”
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all members of Shining Star, claimed that mutueNese a good way to save and to teach young
people the importance of responsible borrowinglanding. “Many of us just go to the
moneylender when we need cash.” They claimed itgwasl for their children to know that

there were other ways to get money. They couldkthlout planning for an important purchase
and saving up for the purchase. “Otherwise,” ladgihe group leader, “they will just try to get
the money from the borlette.” The team certainlgrideof youth using the borlette from a young
age and observed teens betting.

The youth mutuelle that the team met in Labordeymasing members between fifteen and
twenty years old, evinced the social power of geodphey were beginning to understand ways
that a mutuelle could help them with their commysegrvice. By saving and lending to each
other for a variety of purposes, they could takéualle profits and invest them in the purchase
of sapling to plant around Lake Laborde, an erodlatérshed.

The team believed that the benefits of trainingngopeople to participate in mutuelles were
clear. Many lessons on including youth in savingsigs from around the world could apply
here. CRS’s work in El Salvador, CARE’s work in Béadesh, and PLAN’s work in West
Africa might all inform methods to better incorptegouth into mutuelles. Most agencies agree
that short-term payouts (within several months) lemded borrowing are a good way to keep
gratification high and deposits relatively safeeylalso agree that savings groups are an
excellent departure point for other kinds of finaheducation and life skills like planning and
thrift. The team concluded that there is much ntoree done to include youth and thoughtful
initiatives would be well worth the effort.

In March of 2010, some of the researchers of thgep made a contribution to the fund of Vayan
Konbatan (Brave Warriors), a mutuelle in Port-AurPe, already discussed in this paper. The
members of this group were pleased and decidegedhe new funds as loans that they would
revolve among themselves, thus augmenting theargbex (group loan fund). Unprompted,

they added that they were starting a mutuelle dotescent youth between 13-18 years old,
purely as a voluntary activity. We take this iritra as a sign that the members of Vayan
Konbatant believe that gathering children and teéetassavings clubs is an activity worth doing,
even in difficult circumstances. Mutuelles repragbe essence of collective financial action.
These groups are resilient, inspiring, and worthg new generation of savers, lenders and
dreamers. The researchers of this report look fhi@all the lessons these young members will
teach us about negotiation, decision-making, cemnfte, gains and losses, and the force, if there
is such force, of saving and borrowing in the fetbip of others.



APPENDIX A: Interviews

First Name Last Name Organization Department Titleor Job Interviewer Interview Date
Presidential Commission| Working Group on Member of the Executive
Norbert Stimphil on Education Education and Training Committee Mariah Levin 1/11/2010
Stability and Economig Senior Financial Sector Josh Haynes, Mariah
Marie-Renee Vertus USAID Growth Advisor Levin 1/11/2010
16/08/09 and
Greta Greathouse HIFIVE/WOCCU Chief of Party 1/12/10
Giles Charleston Fonkoze Chief Information Office | January Team 1/7/2010
Social Performance 1/7/2010 and
Natalie Domond Fonkoze Management Director January Team 1/12/2010
Natacha Blanc Fonkoze Remittances Director JanTieayn 1/12/2010
1/7/2010 and
Carine Roenen Fonkoze Foundation Director Janueaynl 1/12/2010
1/7/2010 and
Anne Hastings Fonkoze CEO January Team 1/12/2010
National Council on Josh Haynes, Mariah
Lionel Fleuristin Popular Finance (KNFP) Coordinator Levin, Toru Mino 1/11/2010

Institut Interuniversitaire
de Recherche et de

Développement Program Manager (Former | Kim Wilson, Mariah | 8/16/2009 and
Wesner Marcelin (INURED) Microfinance Vice-President of ANIMH) Levin 1/08/2010
Woozbert Norgesse Independent January Team a®a/10
Matt Herbert, Mariah

Yonel Delva Artibonite Celeste Borlette Levin, Toru Mino 1/9/2010
Enligsh Teacher and Matt Herbert, Mariah

Mackentoch University Student Levin, Toru Mino 1/9/2010
Statistician and Researcher gn

Joseph-Denis Antoine International Development Mariah Levin 1/10/2010

Nedgie Flore National Council of

Gilles Jean Baptiste | Cooperatives Oversight Controller/ Authorizer Marlzevin 1/11/2010

Isnel Pierreval EDC/IDEJEN Livelihood Specialist Christine Martin 1/11/2010




First Name Last Name Organization Department Titleor Job Interviewer Interview Date
Kathryn Abate U.S. State Department Nicholalt\&un 1/12/2010
Kim Wilson and Nick
Carl Braun Unibank President Sullivan
Kim Wilson and Nick
Olivier Barrau AIC President Sullivan
Leigh Carter Fonkoze USA Executive Director Japdaeam
Georgette Jean-Louis Fonkoze CFlI January Team
Borlette Entrepreneur
Patrice Tallyrand Kybernetes Compnay Financeer Nicholas Sullivan
Kurt Jean Charles Solutions Executive Director chelas Sullivan
Paola Piten KOFIP Board of Directors Board Member im KVilson 3/4/2010
Gaye Burpee Catholic Relief Services Latin AmeReggion | Deputy Director Kim Wilson 2/1/2010
Catholic Relief Services
Hugh Aprile Nicaragua CRS Nicaragua Country Representative \Kifleon 2/1/2010
Selinger
Rosalie Murphey Parishioner Kim Wilson 2/1/2010
Casneve Oupelle Independent Translator Kim Wilson 2/1/2010
Kim Wilson and
Sony Vanqueur Tufts U Fletcher Guard Rebecca Levy 6/18/2009
Renee Noristant Independent Taxi Driver Kim Wiso 6/23/2009
Patrick Mondesir Independent Taxi Driver Kim Vidits 6/23/2009
Senior Associate Dean
for Planning and Sylvan Coleman Professor of Kim Wilson and
Peter Tufano Harvard Business Schoplniversity Affairs Financial Management, Rebecca Levy 8/8/2009
Banque Republique Kim Wilson and
Evans Jerome D'Haiti DIGCP Assistant Director Rebecca Levy 8/15/2009
Kim Wilson and
Charles Homere KOFIP Rebecca Levy 8/15/2009
Responsible du
Departement Micro Kim Wilson and
Delpeche Isabelle AIC Assurance Rebecca Levy 8/16/2009




First Name Last Name Organization Department Titleor Job Interviewer Interview Date
Kim Wilson and
Team Members Microcredit Nationale Rebecca Levy 8/17/2009
Kim Wilson and
Turcotte Pierre Desjardins Consultant Rebecca Levy 8/17/2009
Foundation - Save a Kim Wilson and
Odonnant Natacha Country Health expert Rebecca Levy 8/17/2009
Organization Kim Wilson, Jenny
Femme Actif de Mutuelle near Les Cayes (28| Aker, Rebecca Levy,
Laborde women) Gaye Burpee 8/20/2009
Organizer of 37 mutuelles Kim Wilson, Jenny
"Ti Clair" near Demarais Aker, Rebecca Levy 8/20/2009
Mutuelle de Gaye Burpee; Kim
Femme Actif de Wilson and Rebecca | 8/19/2009 and
Lac Laborde Mutuelle of 18 members Levy 8/20/09
Mutuelle de Femme Actif Kim Wilson and
Delva Jeanita de Lac Laborde Treasurer of Mutuelle Rebecca Levy 8/20/2009
Kim Wilson and
Josef Veno Veno Josef Bric-a-Brac Owner Rebecca Levy 8/21/2009
Kim Wilson and
Josef Missile Owner of 5-stall Franchise | Rebecca Levy 8/21/2009
Leader of 52 member youth | Kim Wilson and Gaye
Bannate Jean-Gardy L'Entang club Burpee 8/21/2009
Denis Patrice KAPOSAC Manager (of Credit Union) | ulyJleam 8/22/2009
Kim Wilson, Gaye
Talleyrand Patrice Kybernetes CEO Burpee, Jenny Aker 8/23/2009
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Section 1: Literature on Lottery-Linked Deposit Acmunts

Lottery-linked deposit accounts, also called phizsed or prize-linked saving products give
consumers the opportunity to save money and reaigaces to win money or prizes based on
their savings balance in lieu of the regular indenate. These products have been tried in
various countries throughout the world, includinge tUS, UK, South Africa, Argentina,



Indonesia, and throughout the Middle East. Muddewce, including market research and data
on participation, has been sited to show that tpesducts are popular—and particularly popular
among low-income households.

However, there has been no thorough empirical resdhat examines the effect of prize-based
savings products on total savings level or on fifieceof other household gambling practices.

Will prize-based savings actually increase ovesallings, or do savers shift money from other
saving mechanisms? Does saving in this kind ob@aatcactually decrease the money spent on
traditional gambling or not? These questions hawe been systematically studied. The

literature is also scant on what happens to saumgsese kinds of accounts over time, and how
to maintain interest and excitement in this kinga¥ing.

There are several models that can be used to eulottiery part of the savings product, including
the government itself offering bonds with a lotiinked pay-out, or a lottery commission

offering savings accounts linked to their lottelyowever, the most common is that the financial
institution offering the account also runs the dojt portion of the product. In many places
lotteries are, by law, state run which means legalstraints to offering a lottery-linked savings
product may influence how the product is structuaed run.

“Banking on Gambling: Banks and Lottery-Linked Deposit Accounts,” Mauro Guillen and
Adrian Tschoegl, Journal of Financial Services Research2002, 21:3, 219-231
(Recommended)

This article provides relatively in-depth infornti about the experience of Spanish-owned
banks offering lottery-linked deposit accounts (LADin Latin America. It also has a useful

appendix that lists the LLDAs and lottery-linkedcseties options that the authors found in
published literature or from their own inquiriesppiding a brief description of each. The article
is largely descriptive, providing the rationale imeh the accounts, and presenting some
descriptive data from Latin America (number of agts, amount in savings, prizes offered
etc.).

Guillen and Tschoegl talk about the incentivesfterahe accounts on the part of suppliers, and
the incentives to use the accounts on the paheotlepositors. On the supply side, there are two
reasons to offer the accounts 1) as a marketingeléw attract more clients and 2) as a way of
lowering the bank’s cost of funds. The cost ofedffg LLDAs has three parts: the
administrative costs (including a computer progremmassign chances to accounts and pick
winning accounts), the explicit interest cost, ahd cost of the lottery payout. When the
expected value of a lottery chance is less thamép®sitor’'s foregone interest, the bank lowers
its cost of funds (and the lottery is not considea€fair game.”)

When interviewed, executives at Banco SantanderBamto Bilbao Vizcaya said that LLDAs
are a cheaper source of funds than regular accosateng the bank three quarters or more
compared to that of a regular account. Howevelll€huand Tschoegl felt this estimate was
high based on their calculations of lottery-linkattounts at Banco Rio and Banco Frances. In
fact, the LLDAs at those banks did not provaiey interest cost savings to the bank (at Banco



Rio, for example, the bank’s total cost of an LLI¥A2.2% per year, whereas the interest offered
on a regular account is only 2%). However, themybe cost savings in other areas, for
example, the bank does not have to provide depwsitance for LLDAS.

The literature on gambling suggests that the baokdd offer less than a fair bet, like all state
lotteries, and still attract customers. But evemhe LLDA offers a comparable return to a
regular account, Guillen and Tschoegl ask the quesivhat are depositors buying? They argue
that depositors are buying skewness, or large Isumps, and that the payoff structure of LLDASs
should have both skewed returns and mechanismgdioce holders’ fatigue from the low
likelihood of winning. This means a large numbésmmall prizes and a small number of large
prizes, which is generally how LLDAs are structuretihey also argue that one would expect
LLDAs to be an inferior good, as the literaturelottery participation shows that the poor spend
a greater portion of their income on lotteries.

Two other aspects differentiate LLDAs from regulatteries and may affect depositor demand.
One, an individual does not have to do anythinghkmrto get a chance to win once she has
opened an account (she does not have to “reachhertqursue” and pay for a ticket each
month). This may be an attractive characteristizio, depositors cannot choose the number on
their ticket. If participants value the opportynid buy specific “lucky” numbers, they may find
LLDAs less attractive than a regular lottery. (iter and Cook (1991) found that players
believe they can improve their chances of winnigdbtting on signs from dreams or events in
their lives etc.)

Implications for “Savings and Chance”:

0 Any lottery-linked savings product should be stawetl so as to have many small winners in
addition to a large winner at each drawing.

0 Because demand for lottery-linked savings is detexthby the size of the prize offered and
not just the expected value of a “ticket” (or chane win), these products are very flexible.
For example, if Haitian banks need incentives fterahis product, the lottery pay-out can be
structured so as to significantly lower the bantsst of funds (without facing the loss of
consumer interest that might accompany a dropterest rates, for example). On the other
hand, if the lottery product was going to be oftebs credit unions or other institutions that
have additional social considerations as part eir thottom line, the lottery pay-out can be
increased so that the expected value of a chaneenaing is the same as earnings on a
regular interest rate, all while maintaining the fand excitement of a lottery drawing.

o Although the lottery feature would likely be populen Haiti given the prevalence of
gambling, without a mechanism that allows peoplehoose their own numbers, lottery-
linked savings is not likely to decrease borlettgpenditures given the deep cultural
importance of betting on the numbers in dreamsadiner signs.

“Saving Whilst Gambling: An Empirical Analysis of U.K. Premium Bonds,” Peter Tufano.
Presented at AEA session: Assets and Credit Amongolv-Income Households, Revised
1/9/2008.



This paper is an in-depth analysis of the U.K. RuemBond program—a program started in
1956 that guarantees holders risk-free return ehinal principal and offers the holder one
chance (per one-pound) to win a cash prize duringathly drawing. Tufano uses time series
data on Premium Bond sales along with measureswh@ and gambling activity to analyze
whether consumers treat PBs as savings, gambliaghgtbrid of the two (he concludes the PB
functions as a hybrid). This paper offers an edg&ng perspective in that the PB program has
been going on for more than 50 years, so theréasa data to track demand for the prize-based
program over time and examine correlations withepgghenomenon. However, the details of
this particular analysis are probably not relevardur research. A brief summary follows.

Tufano found that net premium bond sales were ipebit correlated with measures of
household saving and gambling activity, howeveremfirst differences were examined none of
the correlations were significant, suggesting thammon macro-factors were driving the
changes in levels of bond sales, savings, and gagablTufano also looked at the determinants
of net sales of PBs in terms of theze rate spreadcapturing the quality of premium bonds as
an investment compared to alternative investmeamsl) in terms of théargest prize offered
When the prize rate spread is large (meaning Pt&s afrelatively good investment), net sales
rise, indicating that PBs are evaluated by consarasran investment opportunity. However,
like a gambling activity, when the size of the princreases (despite the economic unimportance
of the large prize), PB net sales also increasefano also found that although the large prize
and the prize rate spread are related to PB nes,sakither has a relationship with PB
redemption. This is consistent with use of PBa asvings vehicle—meaning that people are
not withdrawing money once they don’'t win a large, but instead households might redeem
bonds to cover unexpected shocks or planned exppeesli Tufano also found that demand for
PBs are stronger among lower income households.

Implications for “Saving and Chance”:

o The fact that people were not redeeming their bafi#s “loosing” a lottery drawing, and in
fact, were only redeeming them at times of houskhwded, indicates that people view
lottery-linked savings accounts as a saving meshanand not just another opportunity to
gamble.

“Consumer Demand for Prize-Linked Savings: A Prelimnary Analysis,” Peter Tufano,
Nick Maynard, and Jan-Emmanuel de Neve. Working papr, 2008.

“Prize-Based Savings: Product Innovation to Make Sang Fun,” Nick Maynard, Working
Paper, D2D Fund(Recommended)

Both these papers are presenting essentially tine saformation on the prized-linked savings
(PLS) pilot project called “Super Savings,” thatridays 2 Dreams, the non-profit organization
started by Peter Tufano, launched with Centra €fddion. The pilot was launched in credit
union branches in Clarksville, IN and Whitakers, MCctober 2006, and they claim it was the
first ever prize-based savings product in the Ulhe first article is in more of an academic
format, and the second looks more like NGO progaxtumentation, but both report findings



about the likely demand for prize-linked savingghe Maynard article further describes the
structure of the PLS product offered and the resafithe pilot.

The market research presented is based on suivatywére conducted by randomly intercepting
Wal-Mart customers, and provides a first look atdad for PLS in the US. (The pilot took
place at a Centra branch inside a Wal-Mart stofévye hundred and forty seven surveys were
completed (Maynard reported 759 completed), anelaresers found:

- 58% of participants expressed a positive inteneghée PLS account (26% not interested,
16% didn’t know);

- 65% of non-savers, people who had no regular saypfan and spend more than or about as
much as their income each month, expressed interetste PLS product (48% of savers
expressed interest);

- The product was in more demand among people wsthdavings;

- The product was more popular among those partitspaonsidered “optimists;”

- Among heavy lottery spenders, 75% showed interesPLiS (56% of non-heavy lottery
spenders were interested).

Implications for “Savings and Chance”:

The market research from the US shows the lotiaket savings appeals more to
people with lower-incomes, who don't already sae] who play the lottery heavily.
If these demographic trends were also true in Hettery-linked savings could be a
good way to attract more Haitians into the formiaicial sector.

“Prize-Based Savings: Product Innovation to MakeiSg Fun”

The Maynard paper provides further information dbitve details of the prize-linked savings
accounts and the results of the pilot. It also d&rasnteresting appendix that shows some of the
marketing material used for the “Super Savings'tpici.

The product was structured so that deposits e&¥%h Mnterest (versus 1.4%) and every $25 in
average balance qualifies an account holder foremigy in a monthly prize drawing. About 10
prizes a month are given, with the top prize w&1B00. Each account holder also receives one
entry in quarterly and annual prize drawings relgms of their balance. The quarterly prize
doubles account holder savings up to $1,000 andatheual prize is $5,000 in cash or
merchandise. Centra expanded the “Super Savingsfupt to 22 branches in January 2007.
Three and a half months after this, Centra had ehdn300 accounts containing over $500,000
in deposits, and averaging $375 per account.

Key lessons from the pilot:

- Account holders neither put in nor took out a gaal of money in their Super Savings
accounts once opened. With limited ongoing mankgetd remind clients about the drawings
and generate excitement, customers did not appégrengaged with the product, so one
challenge is to figure out how to sustain excitetremd increase savings after the initial
launch.



- The long run economics of the product demands tti@tdeposit base be large enough to
support prizes that are meaningful to attract asdim customers. If a credit union’s share
rate was 2% and it wanted to keep that rate faepbased holders, it would need a base of
$600,000 in accounts for each $1000 in prizes aschhch month. (As with the figures
from the Guillen and Tschoegl article, this figuteesn’t account for the cost of marketing,
but it also does not consider the benefits of aepbased product to the bank via, for
example, the ability to acquire new members at ¢msts and provide them other banking
services.)

- There are many legal barriers to offering lottekgIproducts as the state has a monopoly on
many gambling activities and will try to protectvemue-generating lotteries. In the US
many programs are likely to be structured as swiakes until further regulatory changes.

Implications for “Savings and Chance”:

o0 Marketing is extremely important, both to publicid® product, and to generate excitement
about winning.

o Lottery-linked savings is hard to do on a smalllescgiven that a large prize is important in
generating interest in the product, and fundings¢hprizes requires a substantial deposit
base.

First National Bank’s Golden Opportunity, Shawn Cole, Peter Tufano, Daniel Schneider, and
Daryl Collins. Harvard Business School Case Stu@h08-072, March 13, 2008.
(Recommended)

This is a case study of First National Bank’s decismaking process leading up to the launch of
their “Million a Month” lottery-linked savings acoat launch. (It does not have data about the
product after the launch, either the impact onbituek’s operations or on consumer practices.)

Background

Under apartheid, the black population was sorelgemserved by the financial system, leaving
them to rely primarily on informal financial ingitions such as rotating savings associations and
burial societies. Lack of access to financial s&w for the poor has remained an apartheid
legacy even over a decade after its end. A 20@3ysbund that although 67% of low-income
households were saving income each month, only &% a formal bank account. The
Financial Sector Charter was signed in 2003 andnuitted banks to help increase the share of
low income households with access to bank savingguets to 80% by 2008.

Product Design

First National Bank lagged behind competitors inrkaet share of deposit accounts, and
executives felt they needed a product that woulasting and distinguish it from the other

banks. The lottery-linked account project teameth@ number of design choices about the
product:



- Would the product be a paper instrument (like angms/bond) or a more traditional bank
account?

o They decided it should be a traditional bank actowith a 32-day notice
requirement for withdrawing funds.

- What would the prize structure look like?

o0 They decided it would need to be large enough teegge a buzz, and thus a
“headline” prize number was needed. Fluctuatirggpghze based on the amount
of money in the deposit scheme would limit the f¢he prize (and growth in
accounts) when the product was new.

- Should the product be limited to those who alreldg accounts with FNB, or anyone who
was interested?

o There was concern that the product would attraet cestomers with very low
levels of deposits, making even cost recovery @iffi Futhermore, it wasn’t
clear if the account could be used to draw custenterother FNB products.
However, gaining market share and new customersdeasied most important,
SO it was open to everyone.

- Should the account pay any interest in additiothéolottery feature?

0 The team decided that no interest should be paid.

The profitability of the product would depend o thumber of accounts, the average amount on
deposit, and the amount of prize money paid owtintates of new account growth ranged from

2,500-10,00 new accounts per month for the fissnsdnths, 5,000-15,000 per month the second
half of the first year, and 10,000 to 25,000 penthdhe second year. The modeled NPV for the
first five years ranged from a loss of 50 milliand to a contribution of 90 million rand.

Marketing

The product team felt a strong marketing strateguld be key to its success. They also wanted
FNB employees to be able to participate (thoughthetproduct team themselves), and thus
hired a private accounting firm to conduct the dsawhe draws were televised and the account
numbers of prize-winners published in the leadiegspapers.

(Exhibit 8 of the case study provides a useful wnsy of a of number of lottery-linked account
products throughout the world, including descriptigata like maximum prize, frequency of
drawings, total balances, and start year.)

Additional Information about the “Million a MonthSavings Product

Launched in 2005, the “Million a Month” product wasded illegal in March 2008 for violating
the National Lotteries Act. In two years, howeveB’s program generated 750,000 accounts
and raised over 1.2 billion Rand. They had be@macing 30,000 “Million a Month” account
holders every month when the product was shut déivn.

Implications for “Savings and Chance”:

129 50uth Africa: Million a Month Account Ruling Sete&edentRegis Nyamakanga, March 21, 2008. Business
Day, All Africa, http://allafrica.com/stories/200803311066.html




o In general, private ownership of gambling operaimilegal in Haiti (given this is how the
borlette system works), so legal barriers to aetgttinked savings product would likely not
be a problem.

o Given the mistrust and skepticism of financial itngions that exists in Haiti, the lottery part
of a lottery-linked savings product would have ®ouery transparent, and great care would
need to be taken to avoid even the perception mépton or fraud.

The Microfinance Revolution, Volume 2: Lessons fronmindonesia, Marguerite S Robinson,
(The World Bank and Open Society Institute) 2002.

This 450-page volume documents Indonesia’s expegievith microfinance and covers a huge
array of topics. Among them is a profile of Bankdang Bali, a private bank opened in 1970
that is thought to be the “world’s oldest, licensddll-service commercial bank providing
continuous, profitable microfinance services omlasgantial scale” (xli). BDB has used lotteries
since 1971 as a way to promote savings, althougiyhikever developed a special lottery-account
product. Rather, anyone who has a passbook sazouogsint is eligible for the lottery. In 1996,
savers received one lottery chance for each $eif minimum monthly balance. The lottery is
held four times a year, and is extremely populadt amll-known. In early years, the most
valuable prize was a motorcycle, later a car, dh ta house. Smaller prizes are awarded as
well. Large prizes are delivered to the recipignillage, where the occasion is used to promote
BDB and inform the community about banking.

Many other Indonesian banks, including Bank Rakyatonesia (BRI), adopted lotteries to
encourage savings following BDB’s model. In 198RI launched semi-annual lotteries for
SIMPEDES holders, with prizes in kind. SIMPEDES, IBRmost popular savings product,
allows for unlimited transactions and full liquigit Due to cost-cutting measures the lotteries
were later changed to bi-annually. Lottery prizeeye awarded at a district-level ceremony;
local dignitaries were invited and a festive settimas used for BRI to promote their products
and services. In a survey to determine the mogbrtant characteristic of the SIMPEDES
product, 64 percent said unlimited withdrawals,p&rcent said the lottery feature, and only 5
percent said the annual interest rate was the mysirtant feature. However, 93 percent of
respondents said they would continue to save WtMPEDES if the lottery were held annually
instead of semiannually, and 79% said they woudg stith SIMPEDES even if there were no
lottery at all. In 1995 the aggregate value of kbigery prizes was about .7 percent of the
SIMPEDES balance and .8 percent of the SIMASKOTamed (a product very similar to
SIMPEDES, but geared towards the urban populati®®cause lottery drawings are held at the
district level, many participants have either wopreze or know someone who has won, and
there is considerable local enthusiasm for theti@s. In June 1996, there were about 16,000
winners (amongst BRIs 324 branches), and the ageralge of the prizes was about $260.

TABANAS is another BRI savings product that hasbrual lotteries, but here, the prizes are in
cash, which are not as popular as the prizes iaRfh Additionally, the lottery is held at the
national-level, which some felt was too removedrirthe people. No one interviewed knew

130 hitp://www.bwtp.org/arcm/indonesia/ll_OrganisaséiiF_Providers/BRI.htm



anyone who had won a TABANAS lottery, or knew arngevho knew anyone who had won. In
1995, cash prizes totaled less than .15 percetiteof ABANAS balance, however, TABANAS
pays the highest interest rate on small accourss the overall cost of funds among the three
kinds of accounts are about the same.

Implications for “Saving and Chance”:

o This again illustrates the importance of having d@yooarketing and publicity. With First
National Bank in South Africa, the “million randbttery was nation-wide, but highly
publicized. In Indonesia, each district had itsndwattery, so the bank had a local face, and
many people personally knew the winners.



Section 2: Literature on Gambling Practices and Garbling in Low-income or Rural
Populations

The literature studying gambling in developing do@s is extremely scarce. Literature on
gambling in Western, industrialized countries (adtrall the literature | found is based on studies
of the US, UK, and Australia) consistently showt ttmen, poor people, and those with low levels
of education are heavily over-represented in the 20 percent of lottery players. Although
gambling is a form of entertainment, many Americaossider gmabling a wealth-building
strategy. A survey by the Consumer Federation ofeAca and the Financial Planning
Association revelated that more than one-fifth ofigkicans think that winning the lottery is the
most practical way for them to accumulate sevewsdned thousand dollars, and that number
increases to 38 percent among those with incomesr$25,006> It is unclear to what extent
these trends would remain true in other contexithoagh Brenner et al. (below) believe
motivations for and patterns of lottery playing nteysimilar around the world.

“Gambling in Cameroon and Senegal: A Response to is?” Gabrielle Brenner, Martial
Lipeb, and Jean-Michel Servet, inGambling Cultures: Studies in History and Interpration,
Jan McMillen (New York: Routledge) 1996

This is the only article | found exclusively examnigg gambling practices in a developing
country. It provides some background on the hystar gambling in Cameroon and Senegal
(among other things, the authors point out that ynafrican cultures had a rich tradition of

gambling prior to colonization), and describes thgal and institutional context in which

gambling occurs today. Brenner et al. also presieatresults of a survey that attempts to
identify some characteristics of gambling and garsbin these two African countries.

The lotteries in both Cameroon and Senegal arerated by the state. They provide an
attractive means for governments that have ineffecax raising systems to generate income, as
lotteries do not require large administrative inwents. In Cameroon, the public lost faith in
the lottery in the 1980s because of corruption and-payment of prizes. This led to a
reorganization of state lottery in 1988 and thentdning of the still populaExpress Loteriean
instant lottery with a prize of 1 million CFALottery tickets are widely advertised in the media
and sold at fixed points and itinerant peddlers.Sénegal, there are a wider variety of games to
play. The oldest lottery game is theterie Nationale which gives prizes of 400 to 3 million
CFA, there is also a weeklgto, thelotosportif, a game based on European soccer games, and
pari-mutue] based on horse-racing in France.

From the survey, the authors found that:

- Gamblers are somewhat poorer than non-gamblers.

- People play to win an amount high enough to chanegie lives.

- The majority of players plan their spending andndd seem to play more than they can
“afford.”

Bl“qow American View Personal Wealth Vs. How FinaaidPlanners View This Wealth



- 78 percent of gamblers did not participate in “to@f’ a rotational savings association.
Researchers speculate that because gamblers temsl younger than the population as a
whole, this may be an indication of youth trying dolve problems in an individualistic,
short-term way, instead of looking for collectil@nger-term solutions.

The authors posit that the popularity of gamblinghiese two countries is in part, a response to
economic crisis. Younger workers and students weegatively affected by structural
adjustment programs, and unemployment among ysutkriy high. Brenner et al. cite a model
(Brenner and Brenner 1990) in which gambling decisidepend on one’s actual position and
one’s expected positionn the wealth distribution. Those whose expectetiof wealth are
disappointed are expected to increase their gambkavior, and Brenner et al. feel this model
explains the popularity of gambling particularlyyiounger populations. They also conclude that
their results show “the motivations for gamblinglotieries are the same as anywhere else in the
world.”

“State Lotteries and Consumer Behavior,” Melissa Seettini Kearney, Accepted by the
Journal of Public Economicsluly 2004.

This paper looks at how household spending resptmdbe introduction of a state lottery.
Kearney finds that household lottery spending mariced primarily by a reduction in non-
gambling expenditures (a decline of $137 per quanmt a reduction in expenditures on other
forms of gambling. She also finds that the intrtéchn of a state lottery doe®t have a negative
effect on participation in track, bingo, private wmlicensed gambling. This finding rejects the
hypothesis that households have a fixed demandydarbling and merely shift dollars away
from previously existing forms of gambling to plhe state lotto. (One might be interested in
similar questions about what happens when lotti@ked savings is introduced. You can only
extrapolate so much, but results here could inditiaat lottery-linked savings will be popular
among gamblers, but will not reduce their other lgiamy expenditures).

Kearney also finds that non-gambling expendituresreaduced more in low-income households

with the introduction of a state lottery (2.5 paergeand even more (3.1 percent) when the state
offers instant lottery games. (The data are aweesgimates that include households that don’t
participate in the lottery gambling, so the declinenon-gambling expenditures for households

that do play is much greater than these percenjages

State Lotteries at the Turn of the Century: A Repot to the National Gambling Impact
Study Commission, Charles T Clotfelter, Philip Cook Julie Edell and Marian Moore.
April 23, 1999

Clotfelter and Cook have published extensively attely operations, marketing, demographic
predictors of gambling and other policy issuestegldo gambling and state lotteries, and they
are cited frequently. A list of some of their pightions is below. This particular paper is one of
their more recent and has an overview of many®tljor issues related to lotteries.



A major survey conducted by the National Opinions€&ach Coorporation of 2,406 adults
provided the data about demographic and socioecnpatterns of lottery players. Some of
their findings include:

- Although lottery play is common (half of the adpttpulation play the lottery in any given
year), the degree of involvement is highly hetenegpeis. The top 5 percent of players
accounted for 54 percent of total sales and th&@percent account for 82 percent of sales.
Thus, the median or “typical,” player is of litileterest from a revenue perspective.

- Men are more likely to play than women, and playjewhat more on average, than women.

- Participation rates across race/ethnicity are gpedentical.

- Single people spend less than married or divoresgle.

- Per capita spending is highest for those 45-64.

- Participation rates do not differ much by educatimnt spending drops sharply as education
increases. The highest per capita spending is gtt@se who did not complete high school.
Players with incomes less than $50,000 spend ntoa@ others, and lower-income
categories have the highest per capita spending.

- Players do not appear to think the lottery offegoad bet and have a realistic notion of how
they are doing. They consistently underestimabedanswer to “How much of the ticket
price of your favorite game do you think is retutnia the form of prize money?” (55
percent is the average payout rate for lottery gameéhe US, but 63 percent of respondents
though it was 25 percent or less.) Eighty two petof those who played the previous week
said they had lost more than they won during tleeipus year.

This article also has a detailed discussion otfgtmarketing strategies in the US. Again, I'm
not sure how relevant much of this discussion ighastypes of marketing used in Haiti are
probably quite different. However, | thought it svanteresting that the three most common
marketing themes were 1) size of the prize, 2)ftimeand excitement of playing and 3) winner
awareness.

Other work by Clotfelter and Cook:

Selling Hope: State Lotteries in Americ@ambridge, MA: Harvard University Press. 1989
“On the Economics of State Lotterie3,he Journal of Economic Perspectivds105-119. 1990.
“The Peculiar Scale of Economies of Lottéfherican Economic Review3, 634-643. 1993.
“The Gabler’'s Fallacy” in Lottery PlayManagement Sciencg9, 1521-1525.



APPENDIX C: Borlette Money Loss Probability Calculations (Section 3.3)

Average Borlette Payout

Average bet at borlette stall (gourdes) 20
Customer’s probability of winning/bet 3.0%
Average payout/win (gourdes) 26.67
Calculated Stall Solvency (gourdes)

Average daily revenue/stall 4000
Daily operating costs per stall 250.49
Daily break-even/stall 3749.91
Average Win Limits for Solvency

Average number of bets/stall/day 2po
Number of winners needed to surpass break-even 7.03

Probability of Money Loss (based on assmuptions abe)

W (number of winners) 0 1 2 3 4 5 6 7
permutations 1 200 199p0 1313400 64684950 2535650040 G248E) 2.29567E+12 2.8696E+
p(W winners AND 200-W losers) 0.2% 0.0%  0.p% 0{0% 0.0% 0%). 0.0% 0.0% 0.09
p(only W winners) 0.2% 1.4% 4.3% 8.8% 13.4% 16]2% 16.3% 1% 0.1%
p(0 to W winners) 02% 16% 59% 14.7% 28.1% 44, 3% 6(.6% Y84 74.79
p(more than W winners) 99.894 98.4%| 94.1%| 85.3% 71.9% 55.7% 39.4% 25.3% 25.3%
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