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What do you do when you run out of
cash and need money urgently?
The usual suspects to seek help

from are family and friends, or the banks. But
what if these are not an option? Some peo-
ple turn to dubious channels or loan sharks
in desperation, but there is another way to
access some cold, hard cash - collaborative
lending. A cooperative or chit fund is a sys-
tem of saving and lending that is wide-
spread in many communities, mostly
amongst friends, neighbors, coworkers and
other close-knit groups. 

Under this system, participants’ money is
pooled and distributed daily, weekly or
monthly by an appointed leader, depending
on how they agreed. On the due date, each
member is required to pay the agreed
amount (the due dates are also known as
paydays). The funds collected will be given
to one of the members, who will get the
whole amount. This cycle continues until all
the members have received their share. 

“I ran out of cash recently. I usually bor-
row money from friends, but it was the mid-
dle of the month and they had already spent
half of their salaries and could not spare any-
thing. I also could not borrow money from
the banks at short notice, so I thought of
solving the problem quickly by setting up a
co-op,” Nellie, a Filipina executive secretary,
told Kuwait Times. 

“I needed a big amount at that time

because there were some emergencies back
home, so instead of borrowing a big amount
from a few people, I decided to borrow a
small amount from many. I borrowed KD 35
from 20 people, which solved my KD 700
money problem right away. They all agreed
to the system, and would get the same
amount on the due date. Thank God they all
had more than KD 30 in their pockets!” she
exclaimed. 

Here’s how the system works: 
Nellie borrowed KD 35 each from 20 of

her coworkers. She told them she needed

the amount first so she would get the full KD
700. To make it easier for everybody, she
said she would hold a draw to decide the
next person who will get the full KD 700
amount. Every month, all 20 workers were
obliged to give KD 35 until they completed
the cycle, at the end of which every one of
the members received KD 700.  

Risks
The cooperative system helps in solving

immediate money problems temporarily.
“All 20 members of my group received the
same amount after 20 months. We repeated

this with smaller numbers of participants but
with larger amounts. This has now become a
tradition in the company,” Nellie said. 

But this kind of saving system, just like
any other financial service, heavily relies on
trust and is prone to fraud. Teresa needed a
big amount for her child’s tuition fee due in
August. One of her colleagues suggested
joining the co-op to get the amount she
needed. She approached the co-op group
leader and was accepted, as one of the
members had backed out. Her turn was
exactly in August that year. “I was to be the
second to last to get the full amount. But on
my turn to get the money, the member who
was due to collect last had a death in the
family, so I had to give way. I accepted my
fate because I could wait for a month,”
Teresa recalled. “The next month, two of the
members were terminated while on vaca-
tion. Since they owed money to the compa-
ny, all of their indemnities were forfeited. I
was disappointed because it meant minus
two shares and other members would not
cover the deficit,” she explained.

Nevertheless, such schemes are thriving
because they help participants save and
enable them to access a much bigger
amount of money in one lump sum. They
can also help individuals in saving money for
a planned holiday, for example, or bigger
expenses during the year. But when mem-
bers refuse or avoid contributing to the pot
after they have already received their
respective shares, the problem begins. 
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The cooperative system helps in

solving immediate money problems

temporarily  but there are risks. This

system relies heavily on trust, lacks

any official government oversight

and can be prone to fraud. 


