Policy implications to digital
- | financial access to micro credit
a

Access. Policy makers
should consider leveraging
technology to enable

2 > FINANCE be broken down into four compo-

nents: cost of funds; overheads; cost
of bad debt; and a profit margin.

So what are the implications for
policy? First, the integration through
use of technology of most aspects of
financial services delivery can help
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for expansion were limited. Ap-
plying for a traditional loan from a
financial institution was a lengthy
and usually difficult process. Her in-
come stream was unstable and she
did not possess collateral that was
acceptable to the financial institu-
tions.

Mobile micro loans, however,
have provided her a quicker finan-

cial solution that has supplemented

her small capital base and is more
suitable to her circumstances.

With more frequent borrowing
and re-payment, she has been able
to develop a rich credit history,
which has subsequently increased
the amount of mobile credit she can
access. This has helped her grow
her incomes and business acumen;
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registration of collateral
security interests by
creditors. |

and she is now considering scaling
up as well as diversifying her busi-
ness.

However, the digital financial so-
lutions to micro credit access have
not come without challenges, the
biggest of which has been the cost
of this type of credit, compared to
traditional loans from financial in-
stitutions.

This is an area through which
technology; digitalisation in partic-
ular, can play a key role in address-
ing. The cost of credit can generally
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base has placed a legal identity and o
face to the mobile phone borrower.

In a similar way, policy makers
should consider leveraging technol-
ogy to enable mobile phone access
to the collateral registry, including
registration of collateral security in-
terests by creditors. Quick access to
thc:! registry enables alender to verify

existence of the collateral and to reg-
1ster the creditors’ interests on the
collateral.

Second, finalisation of the work on
chattels registry and its Integration
to loan delivery could be vital o mi-
cro and small enterprises.
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