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. VisionFund, CAMBODIA

CASE STUDIES ON ALLIANCES AND SYNERGIES

Association of Microfinance Institutions of Uganda (AMFIU), UGANDA
ACCESS TO MAINSTREAM MICROFINANCE SERVICES

FOR PEOPLE WITH DISABILITIES.............. vl tesponsibility is that MFIs are concerned with ensuring that
The First MicrofinanceBank, PAKISTAN ;7 1l fransparent (notion of accountability), that they contribute
e | 11l services on offer and that they have no negative effects
THE PAKISTAN POST OPERATION ; W fihanc ! :
MICROFINANCE PRODUCTS ANDSSE';'\\IA?;IETSERNATNE DELIVERY CHANNER FG ‘ e 1l work of employees, protection of consumers, protection of

i Ihe notion of social performance encompasses the notion of

attnance and social responsibility in microfinance.

Lwil thee meaning is slightly wider as it also takes into account
MICROFINANCE PLUS..ccvcissisimsommmsomomonons il 4 “social and economic mission” in favour of their clients. The
»4 futimance is specific to microfinance, it is defined as the effective

GONCLUSION

'l sucial mmission into practice. This mission is based on four major
increasing number of poor and excluded persons, improving the

uly al inancial services, creating economic and social benefits for
Ll the social responsibility of an MFJ.E-

HOW TO PROMOTE SOCIALLY RESPONSIBLE MICROFINANCE? CECILE LAPENU,

{ ‘ urtigg the European Microfinance Week, the issue of ethics and

i microflinance was identified by the European Microfinance
u ﬂ'llﬂ'lbms a5 a major issue for the microfinance sector to face
Ghlliungaa of the sector (growth, commercialization, risks of over
1 st poverty and vulnerability of clients, etc.). The e-MFP Social
W tannp focused in 2008 on the role of the investors in promoting
“ e G Luropean Dialogue N° 1) In this publication, cases of some
' i ipated in the e-MFP Social Performance Working Group or at the
y Wil by the Swiss Development Cooperation in Bern are presented.
i il e Luropean Dialogue No.1 provide a rich overview on what social
Ao Lo make sure they invest in a socially correct way.

{oialinance Award was established by the Grand Duchy of Luxembourg
(ol e asoan important tool for poverty alleviation. In 2006, the
Het Luropean Microfinance Award “Innovation for Rural Outreach”

nd pood intentions: evaluating the social performance of mlcrofmance
Al Wl Locis, N, 41, 16 p,
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INTRODUCTION

was to highlight and stimulate microfinance initiatives that represented bruils
in deepening or broadening rural outreach. The Zakoura Foundation in M

Types of initiatives (45 applications)
presented in 2006 with the award for its programme on rural tourism.

The objective of the European Microfinance Award 2008 “Socially R
Microfinance” was to highlight and stimulate microfinance initiatives that
breakthroughs in promoting social performance in microfinance. Socially K
Microfinance includes social responsibility (“do not harm”) (transparen|
developing access to the excluded; avoiding negative effects on the clinif
community, environment) and social performance (“do good”), putting a sociul
into practice to ensure a positive economic and social impact on the clienls
families.

Outreach
22%

Ltbaguy
e

Diversification
27%

45 applications for the award were received with a good geographic spread, i
a large number of MFls (regulated and non-regulated) and some network
The initiatives presented dealt with 1) social performance management sysl
product diversification, in particular for increasing outreach to the excluded,
for protecting the environment, or improving the economic and social inpiti

M
1%

clients and 3) linkage of microfinance with other social sectors.

0 e L a winner from these three finalists.

Applications were diverse in terms of products,. services and methodology, inli
an active interest in these issues. However, environmental issues are still 1

! @lﬂe{ {luanplh o nigorous evaluation procedure and the selection was
Lt of indicators (Organisational Performance of the applicant,

i i1 Ui tesills of the initiative presented, and innovativeness). e-
Confinent Tofal Tota l"fw Il pre-selection of the first 10 applications. After a careful
Africa 17 SPM systems 8 il il social performance and with input from the Luxembourg
Asia 11 Diversification 12 | Mi ‘ol e, three finalists emerged. The three organisat_ions had all

( il peilorance management in their daily operations to improve the

Europe 3 Outreach 10 B hia | ‘
Latin America 1 f Bnsironment 2 |l ul Carmen Velasco (Pro Mujer, Bolivia), President of the Jury;
Middle East 3 Linkages 13 L pean Camimission); Cyrille Arnould (European Investment Bank);
Total 45 45 LU e an, Senegal); Frank Wagener (Dexia - BIL); Claude Kremer

Lot bands Association - ALFI); Kenneth Hay (LuxAFLAG) then had

Lialinanece Award was presented on the 12th November 2008 in

marginal.

pl4

1t L uropean Investment Bank (EIB) Luxembourg. Presiding were
it Giand Duchess of Luxembourg; Mr. Louis Michel, Eurppean
Liecnlapent and Humanitarian Aid; Mr. Jean—Louis_Schi[tz, Minister
ol thnanitarian Affairs and Mr. Philippe Maystadt, President of the
HIREE [l

L B lippe Maystadt, President of the European lnvgstment Bank,
i Ul Grand Duchess spoke and reiterated her commitment to work

p|5
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" Foundation was shown after which the European Commissioner Louis Wil

to make micro loans accessible to the poorest inhabitants of our worlil i
Development Cooperation and Humanitarian Affairs, Mr. Jean-Louis “ilulls &
the Grand Duchess for her contribution to recognising microfinance o
alleviating poverty and he made a commitment to continue the procor:
European Microfinance Award in 2010. A short film about the activitios of 1

Usna Gonofaa MFI

A MILL [ THIOPIA

and u_nderscored the film's dual message of shared community spiril anil fi

The 2 European Microfinance Award of €100,000 was given to [ho i
institution [MFI], Buusaa Gonofaa, represented by its Director, Mi I )
Dayesso for the.development of an innovative system for determining ¢t o
and evaluating changes in their social well-being. Ms. Carmen Velasco ali
certificates to the two other finalists; AMK - Angkor Microfinance e
Cambodia and RFR - Red Financiera Rural of Ecuador. Mr Dayesso wa el
his acceptance and he later referred to his award as the “Hope Award"

I Assessment and Monitoring System

L apitations in 2000 as a non-bank financial institution
Il provides micro-lending and saving services to the
: Hhiopia to improve their livelihood, with particular focus
Wl smaltholder farmers.

The 2" European Microfinance Award successfully highlighted MF1 efforl
social performance. However, the e-MFP wanted to push the process o i
and disseminate the experiences of institutions from the South thal hiue
services, products and procedures with the purpose of improving benutils ﬂ, ‘T 1 I0P007)
In this issue, we present the three finalists as well as seven other instilutinn: & ‘ i
to give readers examples of social performance management in action it
encourage them to probe further by consulting websites or contactirg e it
themselves.

Gross Loan portfolio: 2002 KUSD
Average Loan Balance per Borrower: 76 USD
Savings: 356 KUSD

The cases are diverse in terms of area of operations (East Africa, Wesl Ali QSS :111%

Africa, Asia, Latin America), institutional type (NGOs, non-bank financ il (141 ROA: N/A

networks), type of initiatives and synergies created. ROE: N/A
PAR 30: 1%

Cases were selected based on their innovative nature. Of course, many ulhe
have been presented here—the Dialogue is open! We hope this issue will it
their networks and their partners to find creative ways to promote socially
microfinance.

Main European funders and partners: Terrafina/
ICCO, SOS Faim, Pamiga/ CIDR

In July 2007, Buusaa Gonofaa had an
institutional and social rating by Pla-

- net Rating. The social rating stated
that the social mission is at the root
:' of the creation of BG. It was identi-
fied that the poverty status was not
-8 yet being measured but that a poverty
",

scorecard was being developed. This
scorecard is now rewarded by the 2nd
1 European Microfinance Award on So-
cially Responsible Microfinance.

p|7
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Why start the client assessment system?

The client assessment system was motivated by the need to know anil fiir
actual poverty level of Buusaa Gonofaa's clients so as to offer producls il
that are well suited to the needs and livelihood strategies of the targel clicii

How does it work?

~ Buusaa Gonofaa has internally developed a poverty scorecard or "“oriil

consisting of 20 indicators that are highly related to the poverty of it« « it
officers conduct interviews on an Intake card initially and this serves o
data on each client. An assessment is done then on every loan cycle; hit
will help track the change/progress in the assets and well being of clivril: |
to time.

The tool consists of 20 indicators that fall into the following 5 major ¢ als
Housing condition; (b) Household assets; (c) Business growth; (d) Fouil wu
Children's education.

There are two key aspects to this initiative: 1) Do the indicators accuralely
poverty level and capture change over time? Yes: the non-financial indic.loie
were identified through Participatory Rapid Assessment exercises by [he L
BG serves; they were further refined to fit with Buusaa Gonofaa’s socinl i
are common sense indicators and/or simple to observe (number of oo
tape recorder, TV, size of land, etc). The scorecard was constructed not i
data but from Buusaa Gonofaa's local reality; it certainly fits with Buuma
operational reality.

2) Is it a practical tool? Yes: food security indicators and financial incdicalii:
capital, sales, profit, etc) are self-reported by clients and easy to colluc |
implementation already started in February 2008 and intake data from ouee
clients has been collected. It takes a loan officer on average 7 minutes [ i
intake card and 5 minutes to complete the scorecard.

How does it help Buusaa Gonoefaa?

The results from the initiative give a precise segmentation of target clienls, ki
Buusaa Gonofaa is reaching and allowing to modify/change loan product fuli
their needs by categories. The client satisfaction survey conducted with i 100
tool provides some quantitative results to answer some of these questions (i1 i
avoiding risks of over indebtedness with poor clients who are satisfied witli i
versus wealthier clients, or identifying the profile of clients who leave the proji i

p|8

'0' o glient Asse

[tuiinan Gonofaa in tracking and managing the achievement

Inily.
SCORE CARD: .................... RPN Branch
it [VTEE Location: Urban ___ Rural _
nen ~Cradit Agent............... Conversion Birr/score: 100
Year of Scoring
Megsurable Indicator ) s s

Date of Scoring as Month/Year: ===

9
ddlyy | adiyy | ddiyy | ddiyy | dayy

nioh, 1 Iron sheet, Other=0

T T T 1 |
2 2 3 4 4
Lotistruet/improvement r0- BT 8 o - ’4?
al score for housing : 0 5 11 15 24
18 2 2 3 3 3
16 0 0 1 1.1
i 2 2 2 3 3 4
(el -~ 2 Wood = 4) 4| « T2 2 2
1 2 0 1 1 1 1
24 0 0 0 0 1
T I IR 51 o7+ WO =436
Change in HH Assets} 16%  90% 4%  35%
e = -~
il
Wl Dk e anets
Abbattn

sunding credit balance

i %k

___Growth in total wealth:

(0i/100)

13111/100)
ics
il (i months) 4 2 3 2 1
1y mised 1 meal L7 10 20
Jption 3 3 6 8 9
ROlES 67% _83% 61%  88% 9%
(012 age) 8 3 2 1 0
I primary school 2 2 2 1 0
school 67%  67% 100%. 100% 100%

p|9
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I KAMPUCHEA (AMK), CAMBODIA

Committee (SPC): Operating a Social
K at the Governance Level

Hlition in Cambodia, is dedicated to help large numbers
livelihood options through the sustainable.delivery

lance services.

W2107)

Gross Loan portfolio: 10307 KUSD

Average Loan Balance per Borrower: 86 USD
Savings: 28 KUSD

0SS : 147%

ROA: 8.87

ROE: 25.38

PAR 30: 0%

Main European funders and partners: Concern
Worldwide (Other lenders include: Dexia
Microcredit Fund/Blue Orchard, Oikocredit),
Imp:=Act Consortium

p|ll
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IR EOnmittee (SPC): Operating a
BBk 4t the Governance Leve

Socnal Ratin dumensmns

AMK’s — Soi il 1l advising the Board of Directors, AMK has
produced by 1 &1 purting Framework. Within the framework, the first
and the scoe 0 e are assessed on a yearly basis through simple

1. In more demanding and time/cost intensive,
At easuring methods. Consequently, the SPC is
0 s al mpact framework within a timeframe of 3 to

p|l2

Mission and Systems Alfa (o), roflEiEE
. systems andl il
Responsibility to clients 2 o— mission and VAl
2 o—

Other Socnal Responsablhty

i __‘3_ i@éﬂcﬁ&iﬁv ‘*Ltﬁ:
Z o+
z B+

“Information collected by AMK's own reserch department, and internal audit.

Depth of outreach

Appropriate services

Why create a Social Performance Committee (SPC)?

The creation of the SPC was motivated by AMK's commitment 1o i
as a successful independent MFI that balances financial and socinl it
line with the expectations of its shareholders — Concern Worldwile
mission. The SPC was created to better integrate social objectivet il
governance and management strategy. The purpose of the SPC i+ 1t i
on whether management is incorporating Social Performance finiling:
making to achieve AMK goals.

How does it work?

The SPC members are nominated by the Board for a term of two yeui

include five members, four of whom are external to the Boar
professionals with academic and consultancy backgrounds. The nu
performance dimensions within AMK, as described in the SPC Charleir i

e Qutreach of financial services in line with stated mission;
¢ Demand-driven products and services for clients; .

¢ Client protection and transparency; '

* Other social responsibilities — corporate culture, policies for slafl ¢l
¢ Impact assessment or transformation effect on clients.

kg at 1he management level has been linked
. Luclal Performance was integrated at the Board
Wi uperational since 2006 while the social reporting

' focial Performance Systems includes efficient
ultonch, development of demand-driven products

pt13



AMK - Socisl Performanae R 1 Framework
Period Evalustect

Intarmation presented : Aprl 2008
linpact Transformatian
efle

~Degin of Outreach rogan 07 | - Chiont Satutactio - Stalf Satisfaction Sur - Impact analysiu {once evary 3
- Evolulion Poverty Maps 07 | - Exit Survey 07 ) - Ronum for resignation of steff lo 5 yoars)
-C i - Community [no harm polcles|

Sources of Information Dec 07
- Client Household Profile 07

- Wellbeing Score (Terclles + | - Range of services
Quertile Anaiysis) - Quality of services
- Daily Food Expenditure per
capita vs. Foed Poverty Line
Arcas

6002 ‘2 oN ‘andojeiq ueadoiny d4N-2

Are you satisfied with the accuracy of the

methodology and process applied? Tick as appropnnte Tick a5 appropriate Tick as eppropnate Tick s appropriale Tick 65 appropriate

15 thls result/finding In line with the misslon? D E - E: :] - D E__—I - D D - D |:l -
Tick as appropriatn Tick as Tick as it Tick as appropriate Tick a5 a ate
Based on these findings, are therc foreseeablo E - l: E - :I -

issues in the future?

Tick as Tick as epproprists Tick 8s appropriate Tick as appropriate
Is data or atthe management level? = = =] . O] . (nslEEl |
i r:::;- OO | SO | OO
at the Board level? Tick as appropriste Tick as approprate Tick as appropriote Tick as appropriate
[N [OE | ON  ON

Tex ar soomomw— Rt = @ ez T = somem.

L e————

|
L




{RFR), [ CLUADOR

for the Microfinance Institutions

I profit civil association. It is the Ecuadorian
Witl a network of 40 members including Savings
networks. RFR's objectives are strengthening
Inaly, promoting adequate state policies, and
it of the country in a sustainable way.

)

ol number of clients reached: 598 000
lotal Gross Loan portfolio: 1048372KUSD
lalal Savings: 512390 KUSD

Main European funders and partners:
Inlernational Institute for Communication and
Development (1ICD) and Hivos ( Netherlands)
(Curise (France)

i

loi for RFR?

tial Responsibility System for microfinance
“und economic development of the country in

W symploms appearing at the market level at
ininent, follow-up and evaluation frame of the
Wiiciolinance institutions regarding their clients,
10 ey were active. Another driving force was
Ltalinance institutions and especially regarding
W slalf from competitors with a lower level of

pl17
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B

or the M

A 8 e Y
\ESPONSIDINNITY

rofinance Institi

How does it work?
The Social Responsibility System is composed of three i b
Activity 1: Over-indebtedness prevention

The project is an alliance with credit bureaus allowing accer 1@
service based on the exchange of positive and negalive (it
~creditors. This service allows MFls to know the level of i
" risk of creditors as well as to have a more general overview il (i

L ]
N Dngeling

local, regional and national level. b o o 1

| A

. d e
Activity 2: Social performance evaluation for MFls, using the S J i
RFR developed, as part of its'strategic' activities, a Sociul e “‘mﬁv
Service for MFlIs to complement financial information willi i il i
to get a more accurate overview of the work, the progress a1
made by MFls.
Using the SPI/Cerise audit tool implemented at the MI| le il
process of verification and integration of the results of [he “ 1t
includes working sessions with the MFls, social perfomm e
presentation and feedback to each MFI.
Activity 3: Implementation of a Code of Ethics for RFR
Within its mission to represent the interests of its mermbier: il it % | "
microfinance in Ecuador, RFR implemented a Code ol [ili - i &) ww.m""
transparency regarding financial and social information, o il N X
development of a loyal and competitive microfinance maihe! I of nancial
AR

How does it help RFR and its members? .

"' W vl e

An overall result of this comprehensive approach for respon it
creation of a culture of transparency and best practices lur 1
network. The network structure of RFR allowed optimization uf t
its members. More specifically, the results are the followin:

4

Regarding over-indebtedness prevention, the activity leads to e
database with credit information for 175 MFls and aboul =1t
registered for an amount of 320 million USD. It slrerphen
transparent information and a growing number of institulicon: i
information.

pll8

With the use of the SPI tool,
Improvement plans initiated

by 14 MFIs have been defined

to work on some key issues
related to social performance.
Peer Reviews among RFR
members have led to horizontal
learning  about  innovative
models and management
practices such as human
resources practices, closer
relationships with clients, or
new mechanisms that allow
client's involvement in the
decision making process (see
graphical results below).

The Code of Ethics has been
approved by the General
Assembly of members and all
MFls have signed a contract
that specifies the obligation
to respect the Code. It has
entered into force and some

cases have been presented to -

the Board of RFR. Linkages
between institutions are
created in order to prevent
the emergence of the same
kind of bad practices.

p|19



11 IR ARABE, TUNISIA

% and Electronic Maps to Target Rural
il 1o Understand Client's and Potential

| UL, (s dedicated to contribute to improving the
Ll high quality, innovative and inclusive financial
innmentally responsible leader institution.

;,r« /raling data)

Clients below 2 USD a day: n d
Parcentage of rural areas served : 22%

‘ Women clients: 80%

Giross Loan portfolio: 33,968,384 USD
Average Loan Balance per Borrower:358 USD
Savings:

088: 147.67%

ROA: 9.42%

ROE: 26.74%

I’AR 30: 0.54%

Main European funders and partners: EIB,
several NGO's from France, Spain and the
Nutherlands :

ARl a fiest pilot on social rating.

Al apeney Micro Rate rated Enda as very good on
lination of high social commitment and excellent
sl social results in an uncompetitive market,
s and households that have limited access to

pl21
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- rahility
' ' | Delegations classification based on vuine
the traditional banking system. While Enda focuses on the lower end of the urban and .
suburban market, the MFI plans to intensify coverage of more rural areas. Enda is
currently segmenting its market and expanding its range of products” (MicroRate social L

Rating, June 2008). Enda frequently analyzes its social performance through ratings
and other instruments (surveys, impact studies).

Why is Enda Inter Arabe creating a system of indicators and electronic maps?

With Enda’s rapid expansion, information is critical to enhance both its financial
and social performance. Yet extensive ‘and detailed information on household living
standards, income and expenses, is difficult to obtain in Tunisia; available statistics
are not detailed enough for Enda’s requirements. Enda thus has developed their own
tools to measure, collect, treat, analyze and report potential clients’ profiles, their living

standards, their activities and the Tunisian microfinance market which has not been
sufficiently studied. :

1. Household size
2. Dependency rate
3. Unemployement rate

4. Non attending school
rate

5. \lliteracy rate

6. Urbanization rate

icator

. 7. %of people with
How does it work?

access o safe water
Enda has developed a tool which allows them to visualize on an electronic map

~ the Tunisian population by vulnerability level. The vulnerability level is based on a
comiposite indicator Enda developed which integrates several economic indicators.
This geographic vulnerability targeting map goes into a great level of detail.

g, Number of ro_omsin
~ thehouse

9. % of houses equipped

} with bathroom
Another electronic map was developed to visualize data on clients’ and potential

|
clients’ activities and profiles (rural or urban, occupation, sex, required amount) by - |
geographical unit. This is a so called geo-marketing map. The profiles of these segments
are identified not only through a literature review but also by monitoring prospects and
clients in the branches thanks to an electronic application developed by the Enda team

with the Tunisian University. This map allows Enda to analyze clients' needs and adjust ‘
products and methodology.

10'. Basic health
center per 10000
inhabitants

‘ \Jr‘;

11. % of peop\é employed
in agriculture,
construction and \,_\
public works sector \

Combining socio-economic ind

|
These tools are used:

1. In strategic planning to support decisions on new branch openings and new '
. products :

2. At operational Iével, regions and branches use these maps to monitor the demand .
in their areas and to adjust their methodologies for better client satisfaction. ‘

Vulnerability min
== Vulnerability max

; . _ p\23
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it w{gﬁg the Way It assists the institytion to
: d n its socia) goals thanks to objecti

, g and analyzin el

CEPRODEL, NICARAGUA

ipt tt granting methodolo

a
time m.the branches and to for inftyangs
O Certain sectors or activities.

Support Line for Improving the Quality of Life and Protection of .
the Environment in the Rural Sector -

CEPRODEL is a non-profit organization that concentrates on local economic
‘development working in microfinance with the aim of generating conditions for socic-
economic development. CEPRODEL also has housing programmes, local development
and training and technical assistance for producers. ’

Vision: Leading institution in the promotion of local development, based on the potential,
capacity and initiative of the population, influencing the structural transformations of
society. : : '

Mission: To promote local sustainable development, providing the vulnerable populati'on
with economic, organizational and technological options in order to overcome poverty
based on their creative potential. '

Key information (Mix Market 31/12/07)

Nb. of active borrowers: 14 594 - . Gross Loan portfolio: 10 283 KUSD |
Nb. of savers: no Average Loan Balance per Borrower: 705 USD
Nb of staff : 161 Savings: no
Private non-profit making organization 0SS : 111%
Non Regulated ROA: 3.14%
Established in 1991 ROE: 15.23%
Type of products: agricultural credits, PAR 30: 3.31% .
commerce, housing, family development. Main European funders and partners:

I : Women: 56.4 % - Agriculture: 44% Swiss Cooperative Centre, GVC ltaly, Swiss

| Development Cooperation (SDC), INCOFIN,

3 s Blue Orchard.

pl25
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development
6%

Mortgage
5%

Personal
26%

Agricultura)
44%

Commerce
18%

Why was the support ljpe Created for the

r i . i
Protection of the environment? Improvement of quality of Jjfe and

oyees in th
in the deman 1es. The design of & search for posit
line. d:and use which CEPRODEL clientstzzvgrﬁdmt s Oy eXDeFrJlenc'e\zﬂse

nditions ; , the fa :
o » the '”VOfVerr_)ent of CEPRODEL 1 Vourable work environment
unity and en various socja| reSDO”Sibmty'

(| PRODEL promotes this initiative as a pilot experience in order to encourage other

~ upanizations (businesses, governmental and non-governmental) to incorporate social

fusponsibility (environment, health, etc.) in its daily work, without affecting the’
lullilment of its particular mission. :

How does it work?

Ihere are three components: the first one is a credit for the financing of water storage
lanks aimed at guaranteeing the consumption and quality of water, especially in the rural
sector of Leon and Chinandega; the second component is to provide access to low cost
energy, to contribute to reducing the use of wood as an energy material and therefore
promote the use of non-contaminating technologies by means of the introduction
of solar panels. The third component is aimed at providing sanitary conditions for
women who cook and sell food in 10 markets in the area where CEPRODEL is present,
improving the infrastructure conditions which promote- hygiene in food processing,
favouring the health of the final consumers. :

The process was started with the generation of awareness among our employees
about the needs expressed by clients. This involves education ‘and training so that
the employees explain the promotion of the credit, its financial characteristics and
impact on the family and the environment, credit analysis and follow up to the activities
developed for installation (tanks, panels, cooking equipment), or construction (in the
case of improvement in markets). Moreover, work is ‘done in the establishment of
alliances with businesses involved in the production of equipment (tanks, panels, water
filters, amongst others) motivating them towards social business responsibility.

in what way are the CEPRODEL clients helped?

In a year of experience, thé portfolio has represented an investment which exceeds
US$350,000 with more than 400 families benefiting in Leon and Chinandega. Another
50 have been added in Esteli.

The potential scope of the initiative covers, in the short term, a further 300 families
in the rural area.of Leon and Chinandega for the storage of water and access to solar
panels, while the demand of women who sell prepared food in the market shows a
potential of 2,100 clients in the markets. The results until now show that 34% of the

users of this initiative are women.
The product corresponds to a strong demand from clients; it is linked to its capacity of
income generation, the benefits associated with this effort of Microfinance is seen in

the health of the family, better opportunities of use of time, the promotion of a healthy
environment in local markets (where there are large numbers of people) rescuing a

pl27
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wMEEEpean Dialague, ne e dony

OR PRO 5 1D

. Effective | Maximum | |
— = ! points points a
over of disadvantaged and marginalized 21 25 9
Sanlability of products and services 19 25 —
% fraryf : 7 L
Improvement of social capital and customer loyalty 20 25 6"/0-
Social Responsibility 19 | 25 o
76%
Total 79 100 80%

Pro Mujer: Importance of the s i .
} ocial performance thro
the SPI / CERISE - PROFIN tool .

Poor and excluded
coverage

Social
responsibility

Products /
sgrvices suitability

. Social capital and customer i
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In 2 j i i '.
006, Promujer received a Microrate social rating which shows an excellent

social classification, low social risk
. ! a if ‘
O e, Dasarss 2000 and a performance qualification of Alpha Minus

Since 2 ' ; ‘
carryingooou? :?,OT\;‘UJ]?thas had a social performance management unit in charge of
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sotial managemgni iiréiczfgwces(,j development of new initiatives, the monitoring of
it cators and ensuring the participation and. ibuti
institution to the global initiatives of management and zocia| respocnosri]:)rillibtstlon oe
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Why did the initiative start with the young peopie?

“ince its creation, the search for social inclusion of tracitionally snolieletl g
(nconomically or socially) has been the driving force for institutional aetitn. Vilnsriie
women and those excluded in peri-urban areas of the country lave Linei Thid (L
proup. After having reached significant coverage in these regions all arounil This Hinley
in the present year Promujer plan to get fo the rural area, in order o rwach il alile
and excluded women in these regions and also to incorporate a group Uil et ally
do not have access to inclusion opportunities through financial senvices, Wi b

youngsters between the ages of 14 and 23 with limited resources. The wotls dones withi
these youngsters is presented below. -

How does the young people’s product wqu?

Pro Mujer has carried out market studies, external and internal, with participative
methodologies, whose results have fed the design of the products included for these
specific groups of the population.

The market studies show that the financial institutions that are found in el Alto, do nol
offer services to adolescents and young people similar to that offered by Pro Mujer.
There are individual flexible credits to young people above 18 years and without any
formal training. Equally, there are programmes for the training of young people where
work is introduced, but financing is not provided.

With the Promujer product, young people receive training and learn about business
administration, money, aspects related to credit and saving, and health services. With
respect to education, young people and their parents show that they have acquired
skills in relation to the management and administration of money, life skills and some
have also acquired technical skills and knowledge about health care.

The methodology determined for the product prototype is a solidarity group of
adolescents and young people incorporated in the Municipal Associations with
collective guarantee of the Solidarity Group. There is therefore the potential for
interaction and mutual support between the Members and the Youngsters. Various
alternative methodologies were evaluated, including Municipal Associations of only
youngsters, support groups of independent youngsters and individual ‘credit, looking
to define which one best defines the optimization of resources and organizational
infrastructure and at the same time which meets the needs of the target sector. In
the evaluation it was determined that the alternative of Juvenile Support Groups
incorporated in “good” Municipal Associations had the best potential of the
optimization of resources in order to reach an operational balance. The annual fixed
interest rate for young people is 36%.
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In accordance with the graph, Activity - Young
People’s group, the majority of young people are
dedicated to the marketing of various products
(cleaning products, cosmetics, games and
CDs), followed by textiles (quilts, jackets and
clothes) and the marketing of food.

Activity - Group of youngsters

Food production

6%
Services
8%

Commerce -
clothes / shoes
5%

Commerce - food
11%

Commerce - other
45%

Textile, clothing
and shoe production

25%

According to arecent evaluation there has been a positive visible change in the behaviour

! How does this help the Pro Mujer customers?
4 of young people towards their families and the community. It has been shown that they

communicate more with their parents, share what they have learned, their experiences .

and concerns about the businesses. On the other hand, the parents and the rest of the
customers of the institution indicate that there has been a change in the young people
in the first Programme cycle; they show an increase in responsibility, are-less timid in
business terms, more considerate and in some cases more disciplined.
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http://VNiw.mixmarket,orgtenldemandldemand.show,profile.aSP?token~ett=153
http:www.promujer.org

6 - CVECA NETWORKS IN KAYES, MALI |
‘ BOUCLE DU MOUHOUN AND SOUM, BURKINA FASO

)
'Product Diversification in Margmallzed RuraI Areas

of Mali and Burkina Faso

‘The self-managed village bank networks (caisses villageoises d'épargne et de crédit
autogérées, or CVECAS) in Kayes (Mali), Boucle du Mouhoun and Soum (Burkina Faso)
aim to foster socio-economic development by making sustainable financial services
accessible to the poorest of the poor. The CVECA model encourages user appropriation
by making villagers responsible for all operatlona| decisions and relying on volunteers
from the village to staff local operations.

Key information Financial performance (data from applicants 31/12/2007)

Kayes Boucle du Mouhoun Soum
Start of operations 1998 2002 1986
| Members 23 300 26 308 15553
| Active savers 6 209. 13131 4335
Active borrowers 8 041 7477 3276
loss 134% 156% 77%
PAR 90 : 11.4% 0.2% 7.7%
% of women ) 39.7%
Gross Loan Portfolio 1055 138 € 956 954 € 536 583 €
Average Loan Balance per Borrower
Savings 1174 609 € 469700 € 444 125 €
ROA
ROE
PAR 30 .
Main European funders and partners CIDR, Pamiga, Fondation Philippson, etc.
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Social performance

" SPl results for th i
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All three networks are particularly strong at “geographic targeting”. fn Mali, the network
operates in the extremely poor Kayes region, home to the majority of Malian migrants
residing in Europe. The Boucle du Mouhoun network in Burkina Faso operales in o
cotton-producing region where populations are increasingly impoverished despile (he
region’s strong economic potential. The Soum network is located in northern Burkina,
a very poor region that lacks basic infrastructure but where fivestock farming holds
potential (the region accounts for 50% of all herds in Burkina Faso). Moreover, the
high score for'the “client participation” indicates the three networks are successful at
involving clients in the institution. :

Even though these three networks offer simple, accessible products and services, the
self-management mode! hinders product diversification, as the networks are not well-
equipped to manage diverse or complex products (see “range of financial services” and
“services plus”? indicators).

Why the initiative on product diversification?

After assessing their social performance®, the three networks—convinced that
sustainability requires striking a balance between social and financial performance—
decided to make some changes. The assessment revealed weaknesses in the areas of
adaptation of services and social responsibility. Together with their technical service
providers, the three networks set out to improve their product mix to better meet
clients' demands.

How does it work?
The following activities were launched following the social performance assessment:

- In Kayes: the network and its partners conducted a client satisfaction study to
determine new needs for credit and savings products. As a result, equipment loans
and individual loans for women entrepreneurs are being introduced. In addition, the
pilot project “One Loan, One Tree” was launched at the impetus of the network’s
technical assistant provider, to promote sustainable development and protection of
natural resources. Every woman that takes a loan receives a tree to plant. At the end
of the loan cycle, the borrower can take a larger loan: the loan grows as the tree grows
(see website link below). i -

2 Service Plus = Non-financial services and innovative financial services.
3 Assessment conducted with assistance from CIDR and PAMIGA using the CERISE SP! (version 2.1).
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ngage in new product development alatisy

small to e . uccessiul
€. 2re ol toos economy of scale and improves chances for succt

- In Boucle du Mouhoun, the netwerk is trying to draw in more women (currently 40% rural ne‘gwork i et
of clients) by making solidarity-group loans accessible .to those residing outside the W_"rk‘”,g i partners B
urban area. It is also developing a loan for rural entrepreneurs, which has been tested diversification.

on a mango-drying factory.

- In Soum, the network has introduced new products in its urban bank (money transfers Links
in partnership with Western Union, check cashing in partnership with commercial
banks in Ouagadougou and Bobo Dioulasso) so that large traders who travel frequently

" can pay by check rather than cash. The network also plans to introduce solidarity-group
loans for urban women.

- vk J/www.camide.org .
For il ation on Kayes network: fittp - http: cidr.org
E?Jl; lirr:];z"rnxlation on Boucle du Mouhoun and Soum networks: http./lww

| EAMIGA, CVECA partner: http:/fwwwpamiga.org}
i One woman, one loan, one tree:

' i /
Blog: http://alinina.blogspot.com’
One of the partners: http:/Awww.philip

The three networks are looking into micro-savings and micro-insurance products, to

protect clients against unforeseen events, such as health problems or loss of income. =358&angue=r

psonfoundation.org/index.php?lD

How does it help the clients, the institutions and the country?

- Solidarity-group loans for urban women: Three years after launching this loan product '
in Kayes, some 2600 clients had been reached (200 solidarity groups). Numbers
doubled between the second and third year, and demand continues to grow. A
preliminary impact study shows the new loan product is having positive effects on
women’s activities. Most paid off moneylenders, and grew their activities by increasing
production or diversifying. Some small traders are starting to trade in bulk. In Boucle

du Mouhoun, the results have been similar.

- Microenterprise loans: Each network is developing a product with high social value-
added: rural microenterprise loans. The product was tested successfully in Boucle
du Mouhoun (a mango-drying factory that now has 48 employees), and it is high
demand in Soum and Kayes. Microenterprise loans reflect the need to encourage
the entrepreneurial spirit of rural Africans, and create productive employment in the
countryside.

- Savings: Poor populations demonstrate a real need to save both to reduce vulnerability
and avoid over-indebtedness.

- Rural and urban: The urban branch of Djibo in Soum is so successful that it is unable
to meet client demands for lack of resources. The Djibo branch has increased the
network’s overall outreach and helped it reach a critical size by serving urban areas.
It has helped improve financial performance, suggesting a strong link between social
and financial performance. Conversely, thanks to rural diversification, the Boucle du
Mouhoun network has-deepened its female client base and increased its portfolio.

Product diversification is one way to combine improved financial inclusion and client
satisfaction, social responsibility and improved financial performance. Participatory
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Access to Mainstream Microfinance Sérvices
for People with Disabilities

Under the umbrella of the Private Sector Development Programme, the United Nation:
Development Programme (UNDP) in Uganda initiated various working groups in 199¢,
- dealing with the constraints of Micro Enterprises (MEs). One of these groups was &
small focus group discussing the financial needs of Micro Enterprises. Basically, this
group consisted of the Ugandan Central Bank, two commercial banks, Micro Finance
Institutions, donors and representatives of Micro Enterprises: Microfinance was
regarded only as an instrument to overcome the deficiéncies of MEs. Over time, more
‘and more MFls joined and the main focus of the group changed. The group members
were discussing the needs of MFls rather than the needs of MEs. The group was
regarded as an instrument for sharing information and experience in the microfinance
industry. It became a forum which was felt to be very useful for its members in finding
solutions through discussions between MFIs and other stakeholders of the Microfinance
Industry. The transformation of this group led to the foundation of AMFIU in 1998.

AMFIU (Association of Microfinance Institutions of Uganda) has currently 116 registered
members. AMFIU today is a mayor spokesperson for the Ugandan microfinance industry
and takes active part in policy debates and the strengthening of members’' capacity
including the monitoring of their social and financial results. Increased transparency,
| consumer education and practicing access for all (including people with disabilities)
have been other major focus areas during the last years. AMFIU's mission is to
l enhance delivery of financial services by the microfinance institutions in Uganda to all
economically active people whether they live in rural or urban areas or are disabled or
able bodied persons.
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Key information

Network with 116 members of which 84 are | Main European funders and partners: FSD
Ordinary Members whose focus is on direct | program (GTZ, SIDA), European Union, Hivos,
provision of financial services to the informal, | CORDAID, Norwegian Association of the
micro, or small enterprise sector in Uganda and | Disabled.
32 members are Associate members (individuals,
consultants and donors) with a specific interest
in Microfinance. )

Established in 1996

Type of services: spokesman for the Ugandan
microfinance sector, active participation in policy
debates and the strengthening of members’
capacity including the monitoring of their social
and financial results.

Why the initiative on access to mainstream microfinance for persons with disabilities?

Few MFIs have a conscious strategy to reach out to disabled customers resulting in
‘a very low outreach to this market segment. 10% of the world’s population has a
disability, and when they have access to equal opportunities as their non disabled
counterparts, they often experience success as self-employed.

Considering the general misunderstanding within society that persons with disabilities
are destitute without the knowledge, skills and opportunities to successfully operate
business, it is no wonder that MFis practicing their sustainable business model shy

away from clients with disabilities. However, in doing so, they miss an importantv

business opportunity and fail to practice the double bottom line policy of reaching
both financial and social objectives.

A severe situation of asymmetric information was blocking the necessary interaction

between the disability world and the microfinance world. New and fresh initiatives were
needed.

How does it work?

AMFIU has joined efforts with the National Union of Disabled Persons of Uganda
(NUDIPU) in order to mainstream microfinance services for persons with disabilities.
- The role of AMFIU is to promote inclusiveness in MFI's while NUDIPU is to inform the
disabled population about microfinance. The University of Agder brings in technical
expertise. The project is funded by the Norwegian Association of the Disabled.

The project actively uses a framework designed by IMP-ACT in order to understand
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The project has been cost efficient and promising, and the lessons learned are p y

useful in other contexts too.
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How does it help AMFIU?

For. AMFIU and for the whole micro
maintain a strong focus on social pe

an untapped n?arket.opportunity» for MFls; 2) to infl

finance industry in Uganda, this project helps to
rformance and poverty outreach.

Several lessons have already been learned: 1) entre

The First MicroFinanceBanlk | 1c]

& "~ Pakdiston

THE FIRST MICROFINANCEBANK, PAKISTAN

‘The Pakistan Post Operations; an Alternative Delivery Channel
for Microfinance Products and Services

The First MicrofinanceBank Ltd (FMFB) is the result of the transformation of the
microfinance program of the Aga Khan Rural Support Program (AKRSP), with more than
twenty years of experience, into a separate, specialised microfinance bank. In 1996,
the AKRSP started to streamline its microfinance program separately, with the objective
of creating a separate entity, capable of mobilising savings. The First MicrofinanceBank
Ltd was established as a non-listed public limited company under the provisions of the
‘Companies’ Ordinance in November 2001 and licensed as a Microfinance Bank (MFB)
under the provisions of the Microfinance Institutions Ordinance 2001 in January 2002.
The main shareholders are the AKRSP (45.5%), the Aga Khan Agency for Microfinance
(30.30%) and the IFC (24.2%). FMFB formally started operations in March 2002,
taking deposits through its first branch in July 2002.

The First MicroFinanceBank Ltd (FMFB) is a regulated microfinance bank which aims
to reach out to those who are currently not able to receive adequate financial services,
throughout the country, in rural as well as urban areas. The target audience is the poor
and underprivileged of Pakistan, especially women.

Key information (mix market 31/12/2007)

Nb of active borrowers: 101,394
Nb of savers: 79,827
Nb of personel: 1,045

.| Non bank Financial Institution

Regulated
Established in 2002

-1 Type of products: loan products; as working

capital facilities, social loan products and
start up business finance. Voluntary savings,
insurance and fund transfer services
Clients below 1 USD a day: 76%

Women: 42%

Gross Loan portfolio: 19,830,549 USD
Average Loan Balance per Borrower: 196
Av. Savings balance : 314 USD

0SS: 90.43%

ROA: -1.87%

ROE: -6.03%

PAR 30: 2.05%

Main European funders and partners: Aga Khan

Agency for Microfinance
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Social performance

In applying for the 2" European Microfina
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il reach of the excluded, quality of services and empowerment of
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Benefits for clients '

Why is the Fi_rst Mi_croFinanceBank starting the Pakistan Post Operations (PP0)
— an alternative delivery channel for microfinance products and services?

Ofn;ehof the mayor challenges for any MFI is to reach out in the rémotest rural areas
of the country to the most vulnerable and the neglected poor who have no access to

affordable formal financial facilities due to the hi iver
f igh i
P retes oo tadit tacitioe gh costs of delivery and the respective

Hence, an alternative delivery channel was explored and identified by FMFB, where it
would be capable of not only expanding and deepening its outreach, but alsc; dosoi

a cost effective manner..Pakistan Post has a network of 13,000 poétal offices spreag
zFacwz%s the country, even in the most remote areas of Pakistan and a partnership between
e and the Pakistan Post would signif_icantly increase the outreach possibilities of

. A f_orm._’:xlla'greement between Pakistan Post and FMFB was signed on Octobe

20Q7 and the initiative called Pakistan Post Operations was started as an alternati r
delivery channel for microfinance products and services. e
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[he objective of the Pakistan Post Operations is:

A) To expand FMFBs outreach to remote rural areas and create access for the rural,
the excluded vulnerable and chronic poor to the mainstream financial system

) To reduce the cost of delivery of services

How does it work?

FMFB established a formal working relationship with the Pakistan Post. This strategic
public private partnership between the two organizations enables FMFB to utilize space
at the Pakistan Post's sub-offices (4;000 throughout the country) for positioning its
field team in the rural areas. While the marketing of credit facilities, conducting credit
appraisals and making a credit decision remains the main function of the FMFB's
staff, cash handling i.e. disbursement and recoveries is managed by the Pakistan Post
staff. The postmen, having market intelligence, also assist in verifying potential clients
in the field. FMFB pays agency charges to the Pakistan Post for provision of space,
verification of potential clients, and cash management services; while the FMFB gets
the facilitation to operate in a radius of 20-50 km of its licensed hub branch without
setting up and operating another brick and mortar office.

Activities carried out under the initiative

e Social Performance Research: SPR is carried out in the sub-office’s (SO) area to
map resources, conduct need assessment, poverty scoring, and cause and effect
assessment under a participatory approach with the members of the community

e Based on the SPR assessment, marketing dialogues of the FMFB'’s staff at SO
are tailored to address the economic needs of the target market with micro credit
facilities under its specialized rural finance product. This aliows credit facility
according to the need, nature and scale of business activity

e Loan disbursement is advised to SO and is made from the counter of the post
office. Similarly, loan repayments are made by the client at the post office counter
and remitted by the post office to the hub branch. Fund transfers are managed
from the hub branch of the FMFB and District General Post Office

« Weekly reconciliations are made to manage the funds movements at both ends

The main beneficiaries (clients) comprise the poor population residing in rural areas of
the country, currently excluded from the formal financial system.
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First results

" VisionFund

c AMBODIA

VISIONFUND, CAMBODIA

The Pakistan Post Operations initiative commenced in February 2008 from 5 SO's in
southern Punjab in rural locations. Within a period of 7 months, SO’s has increased
from 5 to 61 in four regions of FMFB’s operations (in Punjab and Sindh). Total number
of clients is 11,394. Non-performing loans is nil. One SO at Kehroor Pacca (Punjab)
commenced its operations on June 27, 2008 and its loan disbursements have reached
118,998 euro to 857 clients as of August 31st, 2008. The FMFB intends to increase
the total number of SOs to 100 by the end of the year 2008 and envisages upgrading
SO locations, which have attained 2,000 clients to full scale branches, so that financial
intermediation can be initiated.

===
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Microfinance Plus | n
» n. VisionFund provides all clients with \l/anetleni
' d i opme
savings products, micro insurance, _and lncorpqrates :t:t?gndz\;endzr e
lOanse's such as HIV/AIDS awareness, child _nghts and Ch‘llg pirr?eis i
?nsiT;g(aconomic, financial orientation, how to improve small bus .

With commitment to poverty alleviatio

How does it help FMFB?

Although the initiative is relatively new, the Pakistan Post Operations is significantly
increasing client outreach for FMFB on monthly basis i.e. 1,500 per month approx.
The impact will be significant once all these SOs have achieved optimal capacity.
Additionally, as is evident form the cost comparisons, the administrative cost of SOs
is considerably less (cost per borrower is approximately 37% at SO as compared to

‘Key information (as of July 2008)

Gross Loan portfolio: $18,179,417

| Nb. of active borrowers: 74,907 Average Loan Balance per Borrower: $243

its Hub branch), making the operations cost effective. The initiative will be significant -’} Nb. of active savings clients: 74 Savings: $122,828
fo future branch expansion network, so that financial intermediation can be fully | Nb of mempers/sfcaﬁ: 503 0SS : 109%
implemented in these areas. In the pilot testing of the initiative the pilot branches have | Non Bank Financial Institution ROA: 2.40%
shown a rapid outreach to clients, low costs and a fast sustainabilit Regulated i ROE: 9.90%
R 4 naniy Established in 2001 (formerly, a World Vision 4 "0t %0 )

- rtners : Blue
program) . ' ; Main European funders and pa
Type of products: variety of oars, SaVITES: Orchard, Oikocredit, PlaNet Finance

micro insurance :
Women: 85%

Links
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Reason for loans: (CGAP Visi F' d lied If t of it ial par i
: poverty assessm isionFund applied a s€ _assessment of its social purtaritiaiis o MR G
. ent tool 2007) {ool. It shows the efforts of the institution to reach 15 targ b e lietinte vty i .
Invest in rice farm warvices adapted to their needs (methodological'taw-\m,m and Iypoyative SIS T

1% Pihsn rtileer {inancial services (services Plus), which are presented in (ks o WTY

Wk A social rating is planned for 2009.

Family expenses
11%

g Why start Microfinance Plus?
Hiring Labour I

Ly Realizing that financial services alone could not move people out of poverty, Vst
Cambodia partnered with different development NGOs and soclal apEnels 1l
programme integration. In addition to its core financial services, clients noyw 1ae e
other non-financial services (food and-water security, education, health and nutrition

etc.) from VisionFund’s partners. For example, for water security NGO partners dige haned

‘ pumps, build |atrines and provide water filters for the community. Current Vistont unil

Invest in other Cambodia’s partners include WVC, PLAN International (Cambodia), (LO, Khmer HIV/

Crops/Livestock/Business ‘ AIDS NGO Alliance (Khana) and HAGAR. Wherever VisionFund Cambodia operates, il

5% aims to partner with other NGOs and social institutions to ensure complementary/hion
financial services for its clients. '

Social performance
In Dece ' VisionFund’s clients are also covered by micro-insurance in the event of death. They
Vision AT:,[?;I?aOS)TI’OivﬁTOVi:ygssessment and a poverty audit was conducted by W are _adfequ_ately provided vyitr_\ fipancial education on business management, profil

g the CGAP Poverty Assessment Tool. y World maximization, expense minimization and other social messages on health care, gender,
child rights and protection. VisionFund hosts a radio program to enable its clients and
other stakeholders to share their concerns, business success and strategies to the
Success.

| € |ai ta get lSt € poor p()O 1 net ab W ota
: ’
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How does it work?

Results of SPI evaluation per dimension and subdimention

Geographic
targetin =
100 Beting Tar,
—— geting / Qutreach
targeting 100%

Microfinance Plus works through various partnerships: a pilot test is used with each
partner in one specific area before rolling out to overall areas. During the pilot period,

there are quarterly meetings with partners to ensure coordination and seek better ways
to improve the implementation of the partnership project.

Social responsibility
towards community

Socizl resgonsibility
towards clients Methodalogical

largeting

Partnership with World Vision Cambodia: VisionFund Cambodia has been working with
World Vision Cambodia (WVC) since the 1990s. While WVC carries out programming

Social responsibility

towards staff Range of financial .
senvces ooy Adaptation ministries in food and water security, health and nutrition, HIV/AIDS, education, and
S o of services peace and justice, VisionFund Cambodia offers financial services for the community
o poor to complement WVC’s non-financial services. This integration approach is

of services

Clients _ fraternally embedded in the two entities — where there is a presence of WVC there is
e e s VisionFund Cambodia’s operation. Staff share working offices and other facilities both
e at the national and local level.

Vision Fuﬁd 2008 Benefits for clients
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Partnership with Plan International Cambodia: As part of this initiative to promote
business start-up, technical skills and expansion, PLAN has commissioned VisionFund
Cambodia to provide financial services for their community beneficiaries. Similar to
WVC, Plan International Cambodia provides basic education, improving health and
practice, water and sanitation for children’s health, building relation-child participation
and child protection, livelihood-household economic security to the community.

Partnership with Khana: Vision Fund provides loans to people living with HIV/AIDS
by working with Khana who provides home based care service, business training, and
counselling services to this specific target group. The result of one-year pilot (108 active
clients) shows satisfactory impact on the lives of the beneficiaries, and now Khana and
WVC are looking to roll out this method to other areas in Cambodia to remove barriers
from the typically marginalized group to access economic opportunities.

Partnership with [LO: ILO forms self-help groups, provides some business training
skill, and helps introduce VisionFund to their beneficiaries. Meanwhile, Vision Fund
introduces and. provides loans to child laborer families and impoverished households
to generate income with emphasis on child rights. The partnership enables vulnerable
children to enjoy better opportunities including access to education.

Partnership with HAGAR: VisionFund Cambodia has been partnering with HAGAR
since early 2008. HAGAR introduced its beneficiaries to VisionFund Cambodia for
loan access to grow cassava (tapioca) plants for commercial business. VisionFund
Cambodia receives financial support from HAGAR for its operations in selected areas
throughout Cambodia. Hagar provides some technical support in relation to water,
sanitation and agriculture, animal raising, health, advocacy, mobilizing the community,

gender-based violence awareness raising, and education to the poor and poorest
people; mainly widows.

Partnership with WING and Cambodia Village Phone: VisionFund Cambodia works
with Australia-based firm WING and Cambodia Village Phone respectively. WING
enables VisionFund Cambodia's clients to send, save and receive money (wherever and
whenever) through their mobile phone at low cost by subscribing to mobile banking
service. A partnership with Cambodia Village Phone allows rural villagers in several

provinces to access VisionFund loans for the purpose of starting up their own telephone
businesses.

Partnership with Radio program: This on-air program raises public awareness on the
financial services and products offered by VisionFund Cambodia. It invites successful
clients to voice their business experience, success stories, and strategies for success.

It also disseminates social messages on health care, domestic violence, family savings,
and women’s role in development.
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How does it help the clients, the institution and the country?
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Links

i isi kh
Vision Fund Cambodia WebSIte.: v.vww,vusmpfu‘\r/\‘d.rc;ergk
Profile of Vision fund Cam}?gd\a rllr(;/g;em I;/::g Sh-:W pﬂ;ﬂ‘e-as
i ferj/dema 3 :
htts . Iweww.nixmarket.org e
Hapgar |nternational and Hggdar Cimbodla.
: www.hagarproject.org/m. ex.php ; oy
rl;t;[e?n/!lnternacional Cambodia: http-.//www.plgn cam:sdra g
-| World Vision Cambodia: http:/Iwww.worldvusuon.orﬁ. b
Khmer HIV/AIDS NGO Alliance (KHANA): http://WWw\ .tion T
Vis?;n Fund on the Cambodian Microfinance Assocta

http://www.cma-network.orglvision.asp

p?token:&ett=1348
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- CONCLUSION

'HOW TO PROMOTE SOCIALLY RESPONSIBLE
MICROFINANCE?

Cécile Lapenu

In this issue of European Dialogue, we have travelled to Asia, Latin America and Africa
for a glimpse of many ways MFls and MFI networks are increasing impact on clients
and their communities.

Among the diverse initiatives considered for the 2™ European Microfinance Award, the
editors selected seven of the most innovative and promising to disseminate alongside
the three winners, in hopes of inspiring the microfinance sector.

Two professional associations appear here. Red Financiera Rural (RFR) of Ecuador
worked with its members to develop social auditing and an ethical code of conduct for
institutions to avoid client over-indebtedness; AMFIU in Uganda partnered with NGOs
working with the handicapped to better integrate them along side “traditional” clients.
Together, RFR and AMFIU show how networks can effectively encourage balanced
growth of MFI affiliates, promoting both financial and social performance. Having spent
the last few years strengthening and reinforcing their own capacities, networks have
emerged as fundamental players in the microfinance sector, demonstrating, among -
other things, their effectiveness to support and monitor MFls, particularly on issues
of social performance and responsibility. Sometimes, like with RFR, networks play
the role of spokesperson, convincing governments of microfinance’s contributions to
the common good and the need to preserve the sector’s financial and institutional
stability.

MFls, with the intention of reaching more clients and meeting their expanding financial
needs, also applied for the Award. We presented here the experiences of those driven
by social objectives. Buusaa Gonofaa has developed a poverty scorecard to better
understand and monitor changes to clients’ situations. AMK in Cambodia has put social
performance at the heart of its management information system in order to incorporate J
social performance into the Board's decision-making. Promujer in Bolivia is striving to
include the excluded by targeting rural women and youth. The CVECA networks in Mali
and Burkina Faso are diversifying their product offering after a social audit identified
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the need to improve product range. Vision Fund in Cambodia has partnered with actor:.
outside the microfinance sector to increase its product mix, while Pakistan’s Firs!
MicroFinance Bank (FMFB) has joined forces with the postal nétwork to improve rural
access. In Tunisia, NGO ENDA has developed a poverty mapping tool to better serve
clients in poor areas. CEPRODEL in Nicaragua aims to promote improved water quality
and access to renewable energy (solar panels) through adapted loan products.

Even while management, governance, cost control and staffing remain crucial
challenges to microfinance,* many MFls are innovating to better serve priority groups
(poor, women, youth, handicapped, rural populations, etc.), foster financial inclusion
and improve clients’ living conditions. They are creating synergies and partnerships to
develop appropriate products and minimize environmental impacts of clients’ economic
activities. It is critical to increase the visibility of these social performance efforts, to
promote and support MFls that offer well-adapted services in difficult contexts and put
social responsibility at the heart of their operations.

As the examples here show, social performance can now be monitored, assessed and
shared publicly using social audit tools like the SPI. Auditing allows MFls to reflect
on their social objectives in terms of targeting, product offering, client capacity
building and social responsibility. Several MFls and professional associations have
carried out social audits of their networks (RFR, West African CVECAs, Promujer, many
Bolivian MFls, with Finrural and Profin) and individually (FMFB, Vision Fund). Auditing
encourages MFIs to take stock of strategies and operations in place to meet social
objectives, and identify, often using a participatory approach, areas for improvement.
It helps institutions reflect on the major dimensions of social performance. Social
ratings are also on the rise, with five of the MFls presented receiving ratings from M-
Cril (AMK), Microfinanza Rating (CEPRODEL), Microrate (Promujer, ENDA Tunisia) and
Planet Rating (Buusaa Gonofaa, ENDA Tunisia). Ratings offer external validation of an
MFI's and its partners’ social performance efforts. )

One of the challenges of the Award selection process was to make sure the jury did
not see the forest for the trees — that one good (but anecdotal) socially responsible
initiative did not hide questionable practices or unethical behavior towards clients.
The advantage of audit and rating tools is to provide a complete vision of an MFl's
objectives and activities. The tools offered insurance that applicants were aware of all
the dimensions of social performance and had questioned their own position, without
necessarily detailing the results of the initiatives presented.

What a long way we have come in assessing social performance...still considered

entirely subjective and impossible to measure reliably and simply only a few years
ago.

4 Microfinance Banana Skins, 2008, CSFI — CGAP
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For microfinance actors, it will be important to ground social performance in daily
operations of MFls and to widen the range of tools MFIs can use to monitor and promote
the social dimension of their activities. Finally, it will be important to encourage MFls
to adopt good practices that will benefit clients and improve financial sustainability.

Creating responsible microfinance is not just the job of MFls; the whole sector must
be involved, by lobbying for regulation that protects consumers and creates incentives
to reach excluded populations and sectors. For their part, microfinance’s funders are
starting to monitor and promote responsible investment, ensuring the neediest MFls
have access to outside funding via appropriate products and technical assistance to
improve outreach. .

The challenge is to help MFls to grow and become shstainable in a way that allows
them to make a genuine contribution to development, without losing sight of their
mission.
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