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Visit to Sarvodaya Economic Enterprises Development Services (SEEDS) 
SEEDS is Sri Lanka’s main micro-finance institution – it is linked with the largest NGO in the country, and, therefore, has a very strong network.  The following is a summary of some of the key issues and questions posed by the PACE team to SEEDS representatives. 
1. Process for applying micro-finance for a PV system

A solar vendor visits the client, taking a SEEDS application form to make a quick assessment of the applicant’s creditworthiness.  If they are successful, the applicant makes a 20% downpayment to the solar vendor.  In order to deter behaviour that would result in inappropriate sales, the risk is with the installer until the loan is formally approved.  A SEEDS representative will then visit the household and approve the loan if they are satisfied.  If they do not approve the loan, the supplier has to bear the risk.  Sales people can be fined by the suppliers.

Interest is charged at 12.5% (commercial bank interest rates are at 16%).  Monthly repayments are calculated on the basis that they will be 25% below the monthly income of the household (based on understanding of living standards).  Loan approval takes 2 weeks.  Panels are usually only installed once the loan is approved.  The 10,000LKR subsidy is deducted before the value of the repayments is calculated.  

2. Repayment
Default rate is only 5%.  There is a 95% recovery record on loans.  In cases of loan default, the risk is shared between the supplier and SEEDS.  Only the panels are recovered.

Rural integrity – reduced default.  Avoidance of loss of face associated with recovery, bailiffs, etc. is a strong driver.  Community status is at stake.  Important cultural aspects of  good repayment records. There is usually a very good reason for loan defaults.  When this happens, neighbours will often help to avoid the need for recovery of systems, etc.

What are the impacts for the poorest?  It is possible to have 2 loans – solar home systems and income generation.  Agenda is to reach poorest in this way.  Need society to apply for microfinance.

Are there different interest rates for income generation and PV systems?  Interest rates vary from project to project.

The government has brought interest rates down but these depend on the world economy.  National changes occur every six months.  SEEDS rates only change if these are significant.

3. Success of SEEDS

Distinction between SEEDS and banks.  Customers go to banks to pay, whereas SEEDS go to the village, and village societies mean that costs are reduced.

The SEEDS system is efficient – supplier visit and first check of creditworthiness occur at the same time – reduces travelling time and costs.

Commercial banks  were not operating at the grassroots level.  SEEDS filled this niche.

For more information on SEEDS, visit http://www.eureka.lk/seeds/.
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