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EXECUTIVE SUMMARY

In late 1998, DFID approved the Credit and Savings for Household Enterprise Project (£ 9.85 m over 1999-2006). CASHE is a poverty-focused project designed to address the fundamental problem of low incomes among poor rural women and their limited control over that income.  The project is being implemented in rural areas of Andhra Pradesh, Orissa and West Bengal. The ultimate goal of the project is to increase significantly the incomes and economic security of poor women and their households.  The purpose of the project is to increase the availability of a wider range of microfinancial services to poor rural women and their use of those services.
The project has a three-tier structure that seeks simultaneously to address major constraints and failures across the rural microfinance sector. The project proposes to increase the number of providers by working in partnership with NGOs to establish and support savings and credit groups on a self-help basis at the community level and then organising “federations” representing these groups.  These federations will in turn be assisted to provide professional support to self-help groups and to act as financial intermediaries, accessing external sources of finance on a sustainable basis.  The main project component (“Tier 1”) will provide loan finance and technical assistance to NGO partners to help them establish self-help groups and to build federations and/or become sustainable providers through a dedicated line of credit. Tier 2 will provide technical assistance to existing microfinance capacity building providers to help them develop sound practices, build capacity and foster innovation. Tier 3 will help to support initiatives towards the improvement of the operating environment for microfinance at national and state levels by addressing regulatory, policy and procedural constraints. CARE will collaborate with promoters, policy-makers, bureaucrats and donors covering the sector to achieve these objectives, undertaking strategic research and targeted campaigns where appropriate. 

Although the project implementation began in April 1999, Government of India approval was received only in December 1999 and staff was recruited during 1999 and 2000. The Project design planned for three milestone reviews and the Mid Term (or Output to Purpose) Review is the second such review, taking place 42 months or 3.5 years into the project. The review assesses the project's achievements against output and purpose indicators, reviews the design and proposes an end-of-project scenario. 

Purpose Of Review

The consultants were commissioned to review the key aspects of the processes established, the progress achieved and the impact made by CASHE so far. Recommendations are provided to CARE and DFID to bring in such modifications that ensure that the project achieves its intended goal. 

The main objectives of the review are to:

· Assess the progress made so far in context of the processes established in the project and at the partner level

· Assess the output of the interventions and implementation of processes

· Identify areas that need specific attention and redesigning of interventions, where necessary

· Provide recommendations about the project implementation strategies so as to get the desired outcomes / effects

The mid-term review took place from August 19th to September 10th. The consultants held meetings with the CARE Director, CASHE Delhi and state-level staff, and DFID Delhi-based staff.  The team also met with six of the twenty-four PNGOs, 12 self-help groups, two MACS and two clusters of self-help groups, four CBIs, a number of Tier II SHPIs, government representatives, DFID state representatives, commercial and regional rural bankers, NABARD representatives, rural livelihoods program staff, an NGO microfinance network, the founder of BASIX and the Cooperative Development Foundation.  CASHE has produced an ample number of program reports, studies, PNGO profiles, business plans, partner assessments and monitoring reports that were also reviewed. 

CASHE has contributed to improvements in the economic status and quality of life of hundreds of thousands of women members of SHGs and their federated structures.  It has improved the capacity of dozens of NGOs, government programs and capacity building organizations to assist these SHGs.  CASHE has also contributed to the establishment of community-owned and managed financial intermediaries that demonstrate improving trends toward financial viability.  In at least four cases, CASHE has helped partners lay the foundation for creating new and independent MFIs.  And CASHE has been a major factor in strengthening the SHG movement in Andhrah Pradesh, Orissa and West Bengal.  The project is now well-positioned to support expanded outreach and to deepen impact and quality of services.  CASHE can also make major contributions to the wider learning and advancement of the SHG movement in India. 

To achieve its goals CASHE must realign activities to focus on strengthening the quality of services to SHGs and federations, as well as NGO partners.  The activities must include enhancing the use of SHG rating systems to improve their quality, simplifying and deepening  the analysis and feedback of financial performance of partners and financial intermediaries they support.  CASHE needs to reduce the number of Tier II partners and focus on building sustainable capacity building institutions.  Simplifying procedures and tools for technical assistance and training will improve the potential for replicability of CASHE institutional strengthening approaches.  CASHE will also need to more systematically identify and analyze the lessons learned in the project about products and services, delivery structures and systems, costs and benefits and so on, documenting and disseminating these throughout the microfinance sector.

CASHE has spent 49% of the budget allocated through the period of the MTR and accomplished a great deal.  This is partly due to a late start for the programme and over budgeting  requirements for the successful creation of APMAS, a capacity-building institution in Andhra Pradesh.  CASHE will need to increase its investment in capacity building and has the resources to expand into Madhya Pradesh on a limited basis.  If CASHE is under spent at the end of the project and continues to perform as well as it has to date, we would recommend a no-cost extension.

The major findings and recommendations of the MTR are presented below.

Achievements

· CASHE has exceeded outreach objectives by reaching nearly 220,000 women, of which     125000  belong to groups formed after the partners joined the project, through Tier I services, and has well-exceeded the Tier II target reaching nearly 319,000 additional SHG members. 
· Twenty-five Tier I partner NGOs have made significant progress in promoting community-based financial institutions and managing the delivery of viable financial services to the poor.

· Capacity building initiatives in all states are contributing to widespread Self-help Group development efforts promoted by dozens of Tier II organizations including capacity building institutions, government agencies and NGOs.

· As a result of CASHE, APMAS, a strong microfinance research and capacity building institution, has been created and is now making significant contributions to the sector.

· CASHE is developing and supporting a variety of models for effective SHG lending including
· 65 community MACS or federations 

· 5 community cooperatives

· 25 NGO-MFIS / SHPIS

· Regional Rural Banks

· Direct linkages with formal banks

· CASHE has contributed to an enabling policy and regulatory environment for SHG lending through
· Promotion of legislation in 3 states

· promotion of bank lending to SHGs

· networking with government, banking, NGO and training and research institutions 

· studies and reports on SHG banking

· CASHE has produced numerous tools, systems and manuals that have contributed to the “tool kit” for SHG promotion

 Strategic Recommendations

1. Keep the emphasis firmly on maximizing the quality of the groups by EOP. The quality of the groups will serve as a strong demonstration model for the general programme, and is essential for achieving the goal and purpose level outputs while being easier to measure. It is perhaps the single most effective way of increasing linkage flows from the banks, and is the foundation of the federation-building programme.

2. Refine, standardize and operationalize the grading tool.  There has been some interesting recent work done on refining the grading tool and standardizing it across the project. It now needs to be operationalized as a “crash” programme, providing a baseline measure for each partner (in terms of the proportion of groups in each category) and milestones agreed with the partners to achieving output level 1.2 in the logical framework on group quality. Indeed we would recommend inserting a sub-indicator of at least 60 percent “A” groups. Awareness of their rating by the groups and progress in improving it needs to be greatly enhanced. 

3. Strengthen Impact Monitoring and Prepare for EOP Impact Assessment by constructing a baseline of a carefully selected sample of household who can be followed longitudinally through revisits focussing on relatively easily measurable variables so as to be able to assess impact by EOP. Associate technical advice on design of sample, control group etc. Use experience gained by ongoing impact assessment for  SIDBI and PRADAN, as well as literature put out by organizations such as CGAP, the SEEP Network, etc

4. Increase efforts to maximize SHG-bank linkages.  Despite high-level emphasis being given to the linking programme, severe operational difficulties remain, and linkage banking has become a “movement” only in AP and Orissa (partly because the efforts of the project in the latter state). However the pressure on banks to implement the programme is increasing rapidly, and greater effort in all states needs to be made in maximizing linkages, which after all is the mainstream for microfinance in India (and the major change in the external environment since the project was formulated). In WB, in particular, with the slow start of the linkage programme, the linkage option needs to be pursued more vigorously. In all states achieve a growth rate of linkages that is at least double that of the state as a whole. Monitor linkages much more closely, distinguishing between direct and indirect linkage, and the adequacy of margins to partner under latter. Monitor delays, including failure to get repeat loans. Document delays and problems carefully to bring to notice of NABARD, and disseminate through Tier III to build pressure to remove them

5. Develop SHG federation “models of excellence”.   Where federations have been formed or cooperatives existed—MACS in Andhra Pradesh, BMASSs in Orissa and Bagnan Credit Cooperative in West Bengal, CASHE staff, through partners and directly, should continue to strengthen accounting, MIS, auditing and financial analysis capacities.  Additionally, CASHE should assist these organisations to obtain technical support in best practices for financial cooperative governance and operations.  The federations should focus on mobilising and intermediating member savings as a first priority as this will enable them to serve their members most effectively with lower-cost loans and good savings products.  Where capital is insufficient to meet member needs they can access bulk credit from banks and other financing institutions.  Even in this case, external borrowing should be managed carefully to prevent imbalance between external and member-owned resources.  

6. Improve portfolio quality.  Almost one-third of partners have a portfolio-at-risk >30 days over 10%.  CASHE has made tremendous strides in assisting partners to manage credit and learn the value and techniques for loan aging and loan risk management.  It is now important to improve portfolio quality.

7. Clarify the role of PNGOs. Partly as a response to the dearth of linkage funds the PNGOs are intermediating loans to SHGs and federations. They are all being encouraged to consider the future institutional structures required to sustain financial services to SHGs.  In AP, PNGOs should be encouraged to continue their SHPI role to strengthen federations and link them to external sources of funds.  NGO-MFIs are emerging in West Bengal and Orissa. In the event that linkage banking continues to grow slowly in these states, these NGO-MFIs can supplement linkage flows on the basis of bulk borrowing from the banks, as some of them are already doing. Partly as a result of project efforts, SIDBI is actively eyeing a number of these MFIs.  In the immediate post-project period in these states, MFIs are more likely to be able to attract bulk funds from SIDBI and the banks than individual federations because of federation capacity.  A few of these MFIs expect to incubate formal financial institutions comprised of multiple federations.  But, the focus at this time should be on creating strong federations that can make a choice regarding the best means to sustain services to their members. Also, PNGOs need to learn more about the options available to them and the implications.  For now,  the legal environment does not prevent NGO-MFIs from intermediating. Most of them have a long way to go to meet the technical and capital needs for formalization.

8. Continue to build financial skills of CASHE staff and partners. Given the importance of financial skills both for federation and MFI building, an urgent challenge that remains is for the MFIs and CASHE staff to greatly enhance their financial skills. Both MFIs and federations need to become fully proficient in financial analysis, delinquency control, accounting, computerized MIS, and other finance related skills. A time bound crash training programme is required to train requisite partner staff including CEOs. As urgently needed is for CASHE staff to be trained in these skills so that they can provide continuous guidance and in situ capacity building to partners. Financial analysis needs to play a much greater role in the annual PDP exercise and in determining the quantum of the operating grant. One person in each state office should also be able to use Microfin to help partners in progress towards financial self-sufficiency, essential if they are to access bulk funds. Each level needs to step up the use of financial analysis in providing feedback and in monitoring, entailing a strengthening of such skills at CIHQ level too.


9. Identify, document and disseminate approaches to proactively reach the poorest members of the community with SHG services.  The project is clearly reaching very poor people.  In some places though, the poorest do not participate in SHGs.  Studies show that where proactive efforts are made to reach the poorest, more poor do participate.  Some CASHE partners are making these efforts and the techniques can be documented and shared among all CASHE partners. For the expansion to 300,000 clients in new and existing villages, conduct wealth ranking to ensure that all possible poor that can be included in new groups are included

10. Develop and transfer tools for new financial products and services development with selected institutions and disseminate experiences with new products to other partners.  Interesting voluntary savings, emergency and security funds and linkages with insurance services have been developed by a number of partners. Client demand for and satisfaction and utilisation of these products could be assessed by the project and shared across partners. CASHE should train and use the Research and Innovation Specialist of CIHQ to train selected PNGOs in market research and new product development.  Innovative products and services developed by partners should be documented and shared widely with partners.

11. Use Revolving Loan Funds After EOP for filling crucial gaps in partners’ financial needs such as quasi-equity for federations and guarantees to banks to lend to federations and MFI partners. Locate RLF in successor institution best able and willing to fill this role.

12. Tier II activities to APMAS and RASS in Andhra Pradesh and expand the number of Tier I partners.  These CBIs are capable of providing technical assistance to government and other Tier II partners. CASHE should focus on creating “models of excellence” with NGO SHPIs and MACS and disseminating the tools and learning from this experience.

13. Reduce the number of Tier II institutions and focus resources on the Capacity-building Institutions (CBIs).  CASHE staff are spread too thin and a number of Tier II efforts are so indirect that the quality of SHG promotion on the ground is unknown and difficult to monitor.  CASHE could better use its resources to accelerate the transfer of its own skills and technologies to capacity building partners and encourage them to work with those SHPIS that show the most potential for reaching scale with quality of services.  

14.  Expand to Madhya Pradesh on a limited basis.  CASHE can make an important contribution to the microfinance sector in MP by extending its model to that state, based primarily on NGO partners but including  a few select  RRBs as SHPIs.
15.  Coordinate with NABARD and other key players in the SHG movement to explore the feasibility of establishing a national institute for the promotion of SHGs and rural livelihoods.  Create a resource group of widely respected persons from the SHG movement to create a program and accreditation system for local training institute franchises around the country. 

16. Explore the feasibility of integrating low-cost livelihood education and linkage strategies.  CASHE is not in a position to create a business development services component or engage in sub-sector development.  Through the research and innovation fund, it could test low-cost livelihood education for SHGS to promote more and better use of member financial and natural resources, increases in borrowing and linkages to livelihood promotion projects.

17. Process documentation and creating a “loop of learning”.  As emphasized by the EMR, this is important as a means of feedback and knowledge sharing for purposes of ensuring the quality of CASHE itself, as well as for policy advocacy under Tier III. CASHE should be at the forefront of action research and dissemination of knowledge on best practices. With the good prospect of meeting quantitative targets there is still time for a substantial contribution in this respect. Inter alia, the RIF activity should be broadened to best practice dissemination across partners and states, and careful action research undertaken within the project itself to provide expertise on important areas such as baseline measurement, the grading tool, new products, etc

Mid-Term Project Review of the CARE-CASHE Program

1.  Introduction

1.1  Purpose Of Review

The consultants were commissioned to review the key aspects of the processes established, the progress achieved and the impact made by CASHE so far. Recommendations are provided to CARE and DFID to bring in such modifications that ensure that the project achieves its intended goal. 

The main objectives of the review are to:

· Assess the progress made so far in context of the processes established in the project and at the partner level

· Assess the output of the interventions and implementation of processes

· Identify areas that need specific attention and redesigning of interventions, where necessary

· Provide recommendations about the project implementation strategies so as to get the desired outcomes / effects

1.2  Methodology

The consultants held meetings with the CARE Director, CASHE Delhi and state-level staff, and DFID Delhi-based staff.  The team also met with six of the twenty-five PNGOs, 12 self-help groups, two MACS and two clusters of self-help groups, four CBIs, a number of Tier II SHPIs, government representatives, DFID state representatives, commercial and regional rural bankers, NABARD representatives, rural livelihoods program staff, an NGO microfinance network, the founder of BASIX and the Cooperative Development Foundation.  CASHE has produced an ample number of program reports, studies, PNGO profiles, business plans, partner assessments and monitoring reports that were also reviewed. The MTR schedule and a partial list of those interviewed is included in Annex 1.

2.  Logical Framework Analysis 

CASHE has made good progress achieving the objectives in the logical framework. The major changes proposed by the MTR are the following:

· Revise Purpose OVI 1 from 200, 000 to 300,000 clients and Output OVI 1.1 (number of new groups) correspondingly

· During further expansion, in order to ensure the fulfilment of  Purpose OVI 3 that 75% of clients are initially below the poverty line, do wealth ranking in new villages or existing villages where there is scope to form new groups

· Assessment of the quality of groups should use letter grades to be consistent with the rating instrument used.  We recommend Output OVI 1.2 be changed to state “80% of mature groups (2 years operational) should achieve a grade of at least B, and 60% of all mature groups should achieve a grade of A by EOP.”

· Adopt a new Output OVI to achieve a rate of growth of direct bank linkages (first time and repeat combined) of at least twice the rate for the state as a whole

· Restrict Output OVI 1.3 regarding 90% of groups to be covered by apex institutions to AP for the time being, until the situation can be reviewed for the other two states. This  OVI should also require that the AP federations be registered as MACS and be financially sustainable by EOP

· In Output OVI 2.1 on sustainability of MFIs partnered, substitute “minimum” for “maximum”

· In Output OVI 2.2, for partners that are MFIs (although they may still be NGOs) consider setting in the PDP exercise annual financial goals regarding improvements in delinquency, productivity of field staff, efficiency, and sustainability in addition to PACT scores which may be more suited to SHPIs

· In OVIs 4.1 and 4.2, the number of sustainable technical assistance providers should be revisited, as currently the potential is to develop two in AP, one in Orissa and three in West Bengal.  In view of the time left and the requirements for building solid institutions, seven providers seems to be an adequately ambitious goal.

· Expand the innovations described in Output OVI 5 to include assessment, documentation and dissemination of cost/benefit of 2-3 new loan products, voluntary savings and insurance schemes developed by and with partners.

Detailed comments on progress on achieving OVIs and further details on suggestions for modifications to the logframe are contained in Annexure 13
3.   Impact Assessment 

The MTR team primarily addressed this question through a review of the Orissa Mid-Term Impact Evaluation Study.  Although the study has methodological problems (see below), its indicative results are encouraging. It attempts to measure the extent of expenditure increase on food, health, education and housing during the previous year by comparison with a control group.  SHG members have increased their participation in local government, and household decision-making. Members have reduced vulnerability to economic shocks through asset increases, income smoothing, and the availability of emergency funds.  Many have learned to better manage their businesses and farming activities. The findings show gender improvements in terms of increased credibility, recognition, and greater mobility.  

Conversations with SHG members provided anecdotal evidence to support the study findings.  A majority of SHG members assisted by CASHE are scheduled tribes, castes and other backward castes.  We met farmers, fisherwomen, food-sellers, child-care providers, rice processers, livestock raisers, bidi rollers and grocers among many, many others.  During our interviews, we learned about SHG members coming to one another’s assistance to settle family disputes, and obtain funds for health services and protect one another from harassment.  SHGs members gave testimony to the benefits of the project saying the following.

“I can now go anywhere and talk with anyone”

“I have learned about cleanliness and children’s care”

“We want to develop our own bank.”

“We don’t have to rely on the moneylender anymore.”

“We can write our names”

“We have increased our productive activities”.

“Coming to the meetings is good.  It supplements family income for the future.”

Time and again we learned about women gaining self-confidence, learning to lead, start a business, and develop the habit of savings.  Although our data is anything but scientific, we do not doubt that CASHE is making a significant contribution to the elimination of poverty and improvement in the quality of lives of thousands of women.  

Some of the methodological problems of the Orissa study are discussed further in Annexure 13. Apart from the difficulties that were experienced in creating a matching control group, measuring consumption and income based on recall over a full year is notoriously difficult. Recall is not appropriate for recording regular expenditures such as food consumption unless the recall period is extremely short. Goal level OVI 1.1 mentions four variables: food, health, education, and shelter. It should be relatively easy to assess whether  the required “noticeable increases” have taken place in them, without placing an expenditure value on the increases. 

The first step is to construct a baseline consisting of a carefully selected sample of households in all the three states, which can be revisited periodically over the remaining life of the project. Expert advice should be sought on the design of the IA, the size of the sample, use of a control group etc. The variables selected apart from those listed in the various goal level OVIs, might include a few directly observable (by the investigator) or easily remembered (by the household) changes in such correlates of poverty as frequency and intensity of periods of food stress during the survey period (perhaps the last 6 months), changes in household assets, changes in indebtedness (one of the first uses to which loans are put, apart from consumption smoothening) etc. Diaries might be placed with the households if appropriate. 

It is important that the IA is carefully designed and conducted to be really useful and credible at the end of the project. Apart from the larger, ongoing IA of the SIDBI MFSP supported by DFID from which there is much to be learnt, groups such as PRADAN are doing innovative assessments although designed as much for their value as internal learning rather than EOP assessments. There is also a growing body of literature to consult from organizations such as Opportunity International, FINCA and Freedom from Hunger who have developed simple low-cost tools for impact monitoring. 

4. Tier 1:Self-help Group Organization, Strengthening and Services

Recommendations:

· Assist partners to improve the quality of SHGs so mature groups reach 80% “B” rating and 60% “A” rating by the end of the project
· Set objective to expand the number of SHG members to 300,000
· Refine and standardize the grading system
· Establish benchmarks for younger groups and assess progress on a periodic and random basis.
· Maximize direct bank linkages to achieve a growth rate that is at least double of that for the state as a whole. Monitor linkages much more closely, distinguishing between direct and indirect linkage, and adequacy of margins to partner under latter. Monitor delays, including failure to get repeat loans. Document delays and problems carefully to bring to notice of NABARD, and disseminate through Tier III to build pressure to remove them
· Improve monitoring system to track external vs internal borrowers, repeat loans, loan size
· Monitor depth of outreach and implement means to ensure the poorer are participating.
· Analyze cost of SHG promotion on continuing basis
· Explore the range of products offered by partners to assess performance and document and disseminate lessons learned.
Breadth of Outreach.  One of the best indicators of project progress is the number and quality of Self-help Groups. When CASHE started, Tier I partners were serving nearly 96,000 members organized into over 6300 SHGs.  They are now reaching nearly 220,000 clients organized into over 16,000 SHGs. CASHE has well-exceeded end-of-project objectives at the MTR, more than doubling the number of clients served.  (See the table in Annex 2.1) It is also impressive to note that member savings has increased by 217%, bank linkages by 316%, and loans outstanding by 419%. (See Annex 2.2:  Tier I Partners:  Comparison from Start Date to June 2003).

If Tier 1 partners expand as they project, and the MTR recommendations to expand the number of Tier I partners in AP and extend the project to Madya Pradesh are accepted, the project may well exceed 300,000 members by EOP.  It would be useful for CASHE to include this number as a revised outreach target in the logical framework as we believe it is achievable, will motivate staff and contribute to the overall cost/benefits of the project. This should not be done at the expense of focusing on improved quality of SHGs.  (See below.)  In terms of outreach, CASHE has been and will likely be extremely successful.  

Cost of SHG Promotion .  It is important for CASHE to keep tracking the cost of SHG formation and nurturing. The lower the cost, the more replicable the CASHE model will be. There is a great deal of interest in the literature on the cost of the SHG model compared to alternatives. This cost is usually measured as the cost of organizing a group and building its capacity over 3 to 5 years until it can be linked up to a bank, when it is regarded as sustainable. If its sustainability is regarded as being dependent on support services received from a federation (if one is formed) than the costs of building a fully sustainable federation must be factored in. It is not possible to do this exercise yet for CASHE because federation formation is still going on. If alternatively, A grade groups are regarded as fully formed and sustainable, data is not readily available on the absolute numbers of A groups which could be used as the base to pro rate costs relating to OG and capacity building for Tier I partners, as well as 75 percent (the share of Tier I in all three tiers combined) of indirect costs under budget sections IV to VIII (Project delivery and support etc., see Annex 9). 

A very crude exercise of dividing the total of these costs by the net increase in groups since the partners joined on different dates (they brought 6327 groups to the project with them) yields a cost of UKL 157 or Rs 11,000 per group. This compares with the range found by Ajay Tankha
 in a recent study of Rs 4000 for the minimalist model of pure bank linkage, Rs 10,000 to 12,000 for a bank linkage model in a more empowerment and sustainabilty framework, and Rs 15,000 to 17,000 for an integrated model based upon livelihood development seeing the SHG through to secondary level financial institutions (federations). However it is recognized that capacity building is continuing even of existing groups (of which only some  were linked at the time of joining) and that a large share of the time of field staff supported by the OG is taken up by financing groups who are already sustainable (repeat loans etc). 

We raise this issue here to sensitize CASHE to cost and replicability concerns. It is recommended that more reliable estimates be made on a continuing basis after strengthening and disaggregating the data base to take into account the grade composition and linkage/funding status of groups. Hopefully, the data will be such as to allow by EOP a fairly accurate estimation of promotion cost. By then a large proportion of groups will be mature and either linked directly, or funded by the federations or partner MFIs. Finally, cost concerns should not detract from the over-riding goal of ensuring quality.
SHG Quality.  APMAS  has promoted an SHG rating system called GRADES
 to assess group quality after two years of operations. In AP, CASHE has created pictorial representations of GRADES indicators with assistance from a partner, MARI, to facilitate its use by SHGs, which is being standardized for use in the other states.  Over 70% of mature SHGs over two-years old in Orissa and West Bengal have achieved scores of 70% and above. In AP all mature groups (56% of the total) have received a score of 75% or greater. APMAS recently completed a study of SHG performance in three districts in Andhra Pradesh
 where CASHE is not working, using similar performance indicators. The APMAS study found that only 16% of SHGs had good performance while 49% were average.  

The CASHE approach is intended to be participatory, thus it is difficult to assess the accuracy of the ratings.  The MTR team met with over a dozen self-help groups which have made good strides in progressively learning the discipline of savings, how to manage lending and repayment, and to maintain bookkeeping systems and even track their own cash flow.  Many have reached the stage where they can manage a loan from the bank.  We also saw groups without passbooks and groups still learning how to complete savings and loan ledgers.

The grading system is a powerful tool for training SHGs and influencing their quality. In contrast to the NABARD rating system, the CASHE tool is a participatory learning one.  We asked a group in West Bengal why they were a “B” group after hearing that they had perfect loan repayment. The group leader said “We used to have attendance and delinquency problems, but we have improved since the grading.”  

It may be useful to progressively introduce the grading system by establishing benchmarks for SHG development.  The first benchmark indicators would be attendance and regular savings by all members, in the second phase groups should be actively engaged in internal lending of their own savings and basic bookkeeping.
  By the third phase of group development, groups master bookkeeping and approach banks or other intermediaries for external loans.  By the last phase, SHGs are able to independently manage their affairs without the assistance of a field worker or other externally subsidized support.  

One of the indicators of the grading system is leadership rotation.  It takes time to build leadership and management skills and in some cases, not many SHG members have the ability to manage the groups.  Some partners have dropped this indicator.  It may be useful to explore its appropriateness in a revised system.

Although the next phase of CASHE is to focus on consolidation and sustainable institution building, the insistence on the quality of SHGs should not lose emphasis.  Grading tools for periodic SHG self-evaluation should be implemented widely.  It would be useful for CASHE staff to randomly assess the performance of SHGs to validate self-ratings and assess SHG strengthening requirements.

Continued emphasis should be placed on ensuring field workers have a procedure for providing feedback to groups on their performance and facilitating their plans to improve it. Since the grading system categorises SHGs into A, B, C or D performance groups, it would be useful for CASHE to restate logical framework indicators in terms of the percentage of SHGs expected to achieve an A or B rating.

Utilisation of Financial Services.  Nearly all clients participate in a mandatory savings program through SHGs.   The vast majority of SHGs are using this “internal fund” for lending. An average of 50% of SHG members are borrowers of external loans ranging from 85 percent in AP to 24 percent in WB (See table below.) A little more than half of external loans are sourced from the  banks directly, through linkages, or through PNGOs using the CASHE RLF (8 percent) or bulk bank borrowings (21 percent). Average loan size is highest in AP, although probably well below demand, despite evidence of idle funds with groups, according to the APMAS study conducted in non-project districts. 
  

Low average loan amounts in the other two states, are due, on the supply side, to low volumes under the linkage programme (although growing rapidly in the last year, see below) and because some partners themselves discourage linkage with the banks (see below).  On the demand side, low borrowings stem from the lack of investment opportunities for SHG members. Some borrowers may prefer to remain savers. Another interesting finding of the APMAS study was that 53 percent of group members felt loan size was adequate. Yet the mission met a number of groups who said they needed much larger loans. In one group visited the members were borrowing much larger loans simultaneously from moneylenders. In other cases SHGs are not ready to borrow externally due to the age and low savings of the groups. 

Although complicated, we need to get a clearer picture. CASHE at both state and CIHQ levels should become  more aware of  the inter-related issues relating to low proportion of external borrowers in Orissa and WB, and  low average quantum of borrowings, and  work on strategies to improve borrowing wherever there is perceived loan demand. Tracking the number of borrowers is important for this purpose. Also, what proportion of borrowers eligible for repeat loans in each round do in fact receive repeat loans, reasons for failure to receive them, or delay if any, need also to be tracked closely in all states. In AP, the APMAS study found that 46 percent of all groups get repeat loans (2nd loan onwards). It was not possible to establish the equivalent proportion from the data available for the partners in the state as a whole, although we were given some interesting data relating to delays in granting repeat loans to groups in two village by MARI.  

Loans and Savings (in Rs.) of SHG Members Assisted by CASHE PNGOs– March 2003


Andhra Pradesh
Orissa
West Bengal
Total

No. of SHGs
6,337
4,365
5,635
16,337

No. of Members
84,903
62,008
72,729
219,640

No. of Active Borrowers
72,129
21,068
17,205
110,402

Percentage of Borrowers to Savers
85%
34%
24%,
50%

Volume of Loans Outstanding
241,337,539
34,174,824
31,998,095
307,510458

Average Loan Amount Outstanding per Borrower
3,346
1622
1860
2785

Volume of Savings
115,756,588
30,687,855
25,270,509
171,714,952

Average Amount of Savings Per Member
1363
495
347
782

Source Annex Table 2.1

As noted above, the table shows that 56% of loans outstanding as of June 2003 were  financed through savings, while 21% come from banks and 8% from the CASHE RLF (the balance coming presumably from accumulated interest earnings on lending operations internal and external) .  (See Annex 2.1: Tier I Partners Program Update as of 30 June 2003.)  

The linkage programme is growing exponentially, with the quantum of lending in the country as a whole having roughly doubled in each of the last three years, and the number of groups financed having increased by a quarter to a third every year (so that loan size per group is going up). Of the more than Rs 10 billion ($220 million) of new lending last year, almost a third consisted of repeat lending. Some statistics for our states are given below:

Progress of the NABARD Linking Programme in CASHE states

Andhra Pradesh
Orissa
West Bengal
India

Groups linked till April 2002
202,301
20,553
17,143
461,478

Cumulative amount (Rs million)
5213
206
127
10,263

Groups linked in 2002-03
79,037
21,719
15,504
255,882

Percentage increase
39%
106 %
90 %


Lending in 2002-03 (including existing groups) (Rs million)
4541
303
177
10,223

Percentage of linked groups out of total for country
61
9
7
100

Source: Progress of SHG-Bank Linkage in India 2002-2003, NABARD

It will be seen that because they are starting from a very low base, Orissa and West Bengal saw an approximate doubling of linked groups last year. Unfortunately data is not available on the growth rate for partners under the project. Given the fact that CASHE has a much higher proportion of A groups than exist in the general environment, and the tremendous advantage CASHE has as a capacity building project (with full funding of group formation and nurturing) it should be able to achieve at least double the rate than for the state as a whole. It should adopt this as a norm for the remaining years of the project. 

Despite the macro picture, in practice, many of the partners and groups experience a large number of difficulties even in AP. These are well documented in a myriad studies and include:

· lack of interest or willingness on the part of some banks to lend to SHGs; 

· paperwork hurdles for SHGs; 

· difficulties even in opening savings accounts, made worse by minimum balance norms

· SHG savings treated as collateral against loans and therefore not withdrawable 

· treating only that part of savings deposited in the bank (i.e excluding the rest of own funds being used for internal lending) as savings relevant for determining loan amount in accordance with the savings to loan ratio norms

· lack of capacity of bank staff to serve low-income, illiterate groups.

Since evaluation missions, unless expressly designed to sample a cross section of groups, visit mostly the better groups, they tend not to get an adequate feel for many of the valid difficulties bankers also have with partners and groups such as lack of support for recovery, default (12 percent of the groups in the APMAS study – although not in CASHE --   were defaulting from 1 to 18 months, with default increasing with number of linkages, and grant receiving groups) and sometimes malpractices by the groups themselves such as forged signatures. Most importantly, a recent study of RRBs shows that the major factor explaining reluctance to extend linkage loans is not all the difficulties usually cited (shortage of staff caused by vacancies and the pressure of routine work, high turnover of managers) but the fact of “social control” of  interest rates.
 

Although the RBI has removed ceilings on the rate the banks can charge for linkage loans, the banks observe a self-imposed restriction of 12 to 14 percent on linkage loans, which are offered at a lower rate than non-priority sector loans even to very poor people although the latter are secured, and are more profitable. This is a policy question which perhaps Tier III should include in its agenda of issues for advocacy after satisfying itself that it is indeed true in the CASHE area. 

Another significant policy issue, that has been on the agenda for a long time, is the insufficient margin given to NGOs when they intermediate (NABARDs Model III) as opposed to merely act as SHPIs. The proportion for the country as a whole for Model III is 9 percent (Annex 11) whereas for Orissa it is it is almost 25 percent, and indeed many of our partner NGOs in Orissa are complaining of the lack of profitability on “indirect” linkage, which is discussed later. We were given a note by the state team that says that margins under indirect linkage were meeting hardly 25 percent of the partners costs under this model. The problem appears to one again of self-imposed social control by the partners, because there is still plenty of headroom left under the ceiling imposed by the state moneylenders act of 18 percent. On the other hand if the state act is a problem, the state team should include it in their Tier III agenda. The alternative of course is to maximise direct linkages.

CASHE and some of its partners  have become discouraged by this environment, and have focused on the RLF and finding other external loan sources.  CASHE partners should be encouraged to find ways to work with banks since bank financing of SHGs is significantly improving and is the future of SHG lending in India.  CASHE should also be encouraged to continue to promote the importance of SHG savings, as savings contributes to the strength and independence of the group as well as its ability to leverage external funds.  

Depth of Outreach. The project selects partners committed to reaching the very poor.  A random sample of project participants from four CASHE partner institutions studied in the Mid-Term Impact Assessment
 was comprised of 26% scheduled castes, 19% scheduled tribes and 47% of other backward castes. Discussions with partners indicate that the economic levels of clients closely mirrors the economic levels of the general population in their target areas which have relatively poorer populations. Anecdotal evidence and discussions with PNGOs and SHG members suggest that a large proportion of clients are below the poverty line.  On the other hand, there are also indications in some areas that community members who do not participate in SHGs are some of the poorest. Savings requirements were mentioned as a major reason for the poorest not participating.  In Orissa, the MTR team learned of techniques used by some partners for reaching the poorest, including proactively organizing the poorest community members, lowering savings requirements and providing credit early on in the life of the group.  These approaches are to be commended.  CIHQ innovation staff should document the approaches and share them with other CASHE staff and partners.

There is evidence from non-CASHE SHG programs that discrimination can occur against poorer members in the following ways: poorer members are required to have a higher proportion of savings to loan amount, the poorest do not receive loans, or the poorest are not included in SHGs
.  CASHE and partners should be attentive to who is participating in the groups and whether or not there is discrimination in loan terms and conditions against the poorer members.  Proactive approaches are needed to educate poorer members about the benefits of financial services and to ensure the poorest receive fair treatment.

We suggest that for further expansion wealth ranking be used to pro-actively identify the poorest, and to attempt to include them in group formation.
 Also, the Research and Innovation Specialist, perhaps in conjunction with client satisfaction surveys, sample on an ongoing basis who the program is reaching using simple poverty measurement tools, such as wealth ranking, or new tools in development
 to ensure the target clientele is being reached.

Range of Financial Products. The range of financial products available to SHG members appears to be increasing.  Voluntary savings products including current and fixed deposits are slowly being introduced. (See Annex 3: Savings Products of Sreema Mahila Samity, West Bengal)  There are also emergency loans and a women’s security fund.  Increasingly linkages are being made with insurance companies such as LIC to provide access to their services.  

Loan products vary by partner but generally range from six-month to two-year terms with monthly instalments. The ability of SHG lending to provide flexible loan terms for individual group members while keeping costs low is a major advantage of the methodology.  The Research and Innovation Specialist could make an important contribution if a portion of his time was dedicated to investigating and assessing the variety of products being introduced by partners through customer satisfaction surveys and assessments of financial performance of these products.  He could document the experiences and share successful innovative product experience with CASHE partners and others in the sector. 

We did not observe any systematic approaches to developing new products. The Research and Innovation Specialist of CIHQ would benefit from Microsave’s training in the use of market research tools. He will then be able to train interested partners in the use of the tools to develop products tailored to the needs of clients. 

5.  Tier I:  Creating Institutions to Sustain the SHGs: Federations and MFIs

Recommendations:

· CASHE’s contribution to the debate on federations based on hard experience will be invaluable, which makes it all the more important that it be well documented and analyzed as it progresses. 

· Continue to build the capacity of federations to provide value added services to their constituent groups apart from bulk finance, operationalize the tiers (clusters and federations) from the bottom up, aim for 90 percent coverage and operational sustainability in AP, and re-establish quantitative and qualitative goals for the other two states during next six months 
· Continue to improve the performance of partners as MFIs so as to better serve SHGs and apexes during the remainder of, and after the project. To this end launch an intensive training programme specially in financial analysis for partner and project staff. Financial analysis to play a larger role in annual PDP exercise and in determining quantum of Operational Grant
· In developing MFIs, give priority to promoting direct bank linkages even though this may conflict with building the MFIs’ own portfolio
· Firm up partner-specific  plans for ultimate relationship of partner to federated structure (whether as SHPI, free-standing MFI, or co-investor in apex)

· Use RLF funds after EOP to fill crucial financing gaps, including equity for federations and guarantees to banks

India is following an eclectic multi-agency model in the microfinance sector. Reflecting this, both major models are being promoted by CASHE and indeed by DFID. The two major models are the self-help group programme and MFIs. CASHE is unusual in that it integrates into a single package full funding for capacity building support as well as pump priming initial loan assistance so as to leave behind at EOP fully capable SHGs organized into member owned and controlled clusters and federations where appropriate, or free-standing SHGs able to sustain themselves through bank linkages. 

CASHE’s partners, which are mostly NGOs registered as societies (see table below), will have the option of continuing to assist the SHGs and their federations with non-financial support services as SHPIs after EOP, or with financial services as MFIs, or as both. CASHE takes the SHG model to its culmination by building federated structures where appropriate. Under the second model it develops those of its partners who want to continue to serve the SHGs and federations as MFIs after EOP, and trains them to become more efficient financial intermediaries, whatever their legal form. The essential differences and advantages of the two models are shown in a table in Annex 5.1 
The MTR team visited six of the twenty-25 Tier I CASHE partners, two per state.  The institutional form of the partners is presented in the table below. 


Andhra Pradesh
Orissa
West Bengal

NGO
7
4
8

Government Program
1



Block-MASS Federation

4


Cooperative


1

CASHE has provided intensive technical support and training to these partners in the 

areas of organizational development including planning and management, credit policies, accounting, financial management and analysis, MIS, training of trainers, personnel management and so on.  In addition, all partners have received operational grants from CASHE to support a microfinance unit for the organization and training and financing of SHGs.  Operational grants averaged UKL 18488 per partner during the period but vary according to partner size and plans. (See Annex 4:  Orissa Operational Grant Utilisation). Additionally, partners had received a total of UKL 371,103 in Revolving Loan Funds as of March 2003 for onlending to SHGs and/or federations.  Partners were very satisfied with CASHE support.  As a result of CASHE one partner said it had “credibility as a microfinance institution at the local and state levels”. One suggestion often made though was that the training should be more “specific” or “pinpointed”, i.e. less general in nature. Tier 1 training needs are discussed below. 

5.1  Federations. Progress and Legal Environment

Federations, or apex institutions which includes both federations and clusters, are one of the two complementary parts of CASHE’s first Output goal of setting up “client-owned, managed and governed groups and apex institutions”. In this respect CASHE is at the frontier, since the debate about federations is not yet settled. CASHE’s contribution to the debate based on hard experience will be invaluable, which makes it all the more important that it be well documented and analyzed as it progresses. 

Annex 5. 2 conveys the flavour of the debate. Clearly, it can only be settled on the basis of experience. In adopting the goal of covering ninety percent of groups by clusters or federations by EOP, the assumption made was that federations on that scale are equally feasible and desirable everywhere. Ninety percent seems achievable for AP and should  be retained for AP as Output goal OVI 1.3 primarily for its importance as a means of acquiring valuable experience for the sector as a whole. Moreover, the federations formed should be at least operationally sustainable.
 For the other two states  we suggest that  the whole issue be studied in detail within the next six months before deciding on the extent of coverage of groups by apexes for Orissa and West Bengal, based both on conditions in those states and further experience in AP.

By the time of the MRT the proportion of groups linked to either clusters or federations was reported in the latest logframe progress report to be eighty-one percent (81%) in Orissa, sixty percent (60%) in AP, and twenty-one percent (21%) in WB. Part of the explanation for Orissa being ahead of AP is that four of the eight partners have been member owned  “peoples organizations” organized as cooperatives from the outset. One of these interestingly is urban and the other three are located in one district Ganjam where the government had a special scheme to promote BMASSs. There are 19 BMASSs in all in the district, and most of them are reported to be de facto run by the BDO and officials, whereas at least one of the two project supported BMASSs studied by the Orissa Impact Assessment study is said to present a good example in leadership training and owner management, which was the rationale for taking them on as partners. 

However more detailed monitoring and reporting than we were presented with is required to determine how many of the remaining clusters or federations here as in the other states are actually operational as intermediating institutions. Some partners (e.g. FARR in Orissa) expect clusters to attend mainly to social and development activities and credit activities to stay concentrated in the federation itself. Others in the same state (e.g. Parivartan) have introduced credit operations at the cluster level. Thus the appropriate relationship and distribution of functions between the three levels is one of the issues which has to be settled.  

In AP the federations have all been promoted from the ground up by the partners themselves as part of the state-wide movement to promote federations out of SHGs, although under the state programme these are now being promoted at the village level under a new state-wide World Bank programme (Velegu). The federations under CASHE are being promoted primarily at the mandal level. The clusters below them at the village level are to play a role in loan appraisal and recommendation, with a separate parallel federation at the village level or mandal to undertake social intermediation. Annex 5.3 discusses the experience of the programme in AP so far.

In West Bengal, federation promotion is still largely in the nascent stage, with most groups being covered so far only by clusters, the exception being a large and successful cooperative society, Baghnan, which is already a PO. (Bagnan was initially a cooperative of individuals, many of whom are now being organized into SHGs.  Strictly speaking a federation can only be an organization of primaries, not individuals). 

The existence of enabling legislation in AP and WB--the Mutually Aided Cooperative Society (APMACS) Act and the Self Help Cooperatives (SHC) Acts respectively--is a great advantage since it enables the formation of federations that do not suffer from the disadvantages of regular cooperatives. However, interestingly, even in Orissa not all partners are planning to register federations under the new act as they feel it provides insufficiently for continued association of the partner with the federation. Existing federations  are registered under the old act. In West Bengal until a new act is passed the options are for federations to register as registered societies (as the government is proposing for federations of SGSY groups) traditional cooperatives or trusts. It is understood that a decision on new legislation is pending with a committee and has yet to obtain the concurrence of the cooperative department.

While the passage of a suitable new act in West Bengal (and clarifications in Orissa) will be a great advantage, the legal environment pales into insignificance as a constraint as compared to the health and strength of the SHGs themselves which should remain the priority everywhere, including AP, where in the long run federation formation will be much faster given a base of strong SHGs from which the leadership and capital has to come.

5.2   Exit Options for Partners 

The most challenging issue with respect to federations is perhaps a smooth exit strategy for the partner. One model (the first) for the eventual relationship between the partner and the federations after EOP  is for the partner to continue supporting them as an SHPI. Funding will have to come from the banks or the successor fund that inherits the RLF (see below). At the time of the EMR it was expected that most of the partners would want to revert to becoming SHPIs (i.e. to discontinue their financial intermediation activities), but one of the changes since then is the  number of partners in all three states, including AP, who seem to be considering remaining MFIs, while perhaps also providing fee-based services as SHPIs.

Possible models of relationship between partner and federations after end of project period:
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This then is the  second model, where the partner continues its existence as an MFI to add an additional source of funding to the federations. The need for MFIs to fund the emerging federated structure is likely to remain much greater in Orissa and WB beyond EOP, which may explain why more of the partners in those states are  interested in remaining MFIs. They plan to access bulk loans from SIDBI and the banks and lend them on to the federated structure, until such time as the federations themselves can access bulk loans This will be an advantage, since banks are initially at least, likely to be more comfortable lending to an MFI with a track record than a purely member-owned federated structure.  The federations will mostly be MACs and SHCs in AP and Orissa. In WB they could be organized as MBTs which would enable them to centralize and relend member savings in the same manner as if they were MACS or SHCs. 

A third model, building on the second, is to put in place an apex above the federations,
 although it is more  likely that the federations would initially want to access bulk funds directly, as in AP, only later confederating into apexes if at all, after growth beyond a certain size. The apex would access bulk funds on behalf of the federations and  could be registered as a MACs in AP, an SHC in Orissa, or an MBT in WB. In cases where the federations can collectively raise Rs 2 crores as the requisite capital, the apex could  be registered as an NBFC, which would allow them after a period of time, and after meeting various prudential requirements, to raise deposits from the public (and not just members). Biswa in Orissa may be considering this model.

A fourth model, a variant of the third, is when the partner becomes a co-investor and co-owner in the NBFC. If the partner already had a corpus when it joined the project (as a result of previous MFI activity) it might transfer only that part of the MFIs corpus that derives from the CASHE project (see below) while retaining its own share of the corpus in a free-standing MFI which would continue lending to the NBFC. Its participation in the governance of the NBFC deriving from co-ownership would afford it more comfort as a bulk lender. On the other hand it might invest all of its own share of the corpus in the NBFC, completely merging its MFI activities in the NBFC, which would then have to rely entirely on the banks or bulk lenders for its borrowing requirements.
 Shreema in WB and Gram Utthan in Orissa may be considering this model in either of its variants. Setting up an NBFC is not easy, although SIDBI has a scheme to offer transformation loans to MFIs who want to do so. 

Whatever the partners’ choice between the second, third and fourth models, it is important  that Orissa and WB in particular prepare for a situation in which  there will remain a need for the MFI well beyond the project period as a lender to the federated structure, which will itself remain  owner controlled, or to the SHGs where federations have not been created. 

It would be useful for the partners to move to a clear understanding of the ultimate relationship to which they are headed. A recent visioning workshop conducted by Basix was an essential first step, but partner-specific exercises need to be firmed up. Whatever the ultimate plan, common to all models is the more immediate task of operationalizing those federations that have been established. The lending of the partner NGO-MFIs in Orissa and WB has taken place entirely at the group level so far, even where a few federations have been set up. There is a need to start using the federations as financial intermediaries so that they can begin to acquire essential experience in governance and efficient intermediation.

Second, the clusters and federations need to be built from the bottom-up to avoid a situation when EOP approaches of having to put a governance structure in place top-down from  the apex level (if there is to be an apex) or at the federation level, while simultaneously organizing federations (or  clusters below them. 

Third, attention needs to be paid to the accounting systems of the partners to ensure that at EOP it will be easy to identify that part of the corpus that will belong  to  the federated structure (savings, and that part of the surplus generated by the use of savings and RLF for lending) and that part of the corpus if any that belongs to  the  MFI ( the partners pre-existing revolving fund if any). Under Model 1 if the MFI reverts to becoming a pure SHPI it will transfer the entire corpus to the federations separately on a pro rated basis, or to the apex if there is one. If could do the same under Model 4 if its investment in the NBFC is to the full extent of the entire corpus. In the other cases the  MFI will continue its existence as a lender independent of, but serving the structure created. It could remain an NGO, or itself transform to some other legal status more suited to intermediation  on a large scale.

Fourth, in the interim, it should be ensured that a conflict of interest does not develop between the understandable desire of the MFI to build up its portfolio and achieve economies of scale as soon as possible, and allowing the groups to access linkage loans from the banks wherever available. The partner and project should maximize direct linkages, with the MFI lending to unlinked groups and making repeat loans. Such conflicts, of which the team came across two instances in WB, are more likely to arise in cases where group savings are centralized and form an important component of the lending fund, so that no or insufficient savings are left with the groups for the bank branches to leverage their linking loans against.
 In Orissa there is a  partners whose groups had direct linkages when they joined the programme, but have none now. 

Last, and as important, is to continue strengthening  the MFIs themselves as potential lenders to (or coinvestors in ) the federations. This is dealt with in the next section.

5.3  MFIs 

As the Annex 2.1 table shows, nearly all the partners have been borrowing RLF funds, and in that sense functioning as MFIs and gaining experience in intermediation. In AP with the exception of one partner, AWS, that has borrowed from Basix, the partners only have outstanding borrowings from the RLF. Earlier, pursuant to the recommendation of the EMR, they had discontinued borrowing from the RLF so as not to affect the incentive of the groups to secure direct linkages, but with the recent advent of the federations, have recommenced RLF lending, but only to federations directly, in a crucial pump priming role until the federations can borrow from the banks. In a discussion with the partners we learnt that five out of the eight partners are for the time being keeping their options open, and not ruling out the possibility of continuing to operate as MFIs on the basis of borrowing from the banks and bulk lenders, although they will continue to promote federations as SHPIs. A sixth partner, MARI, is undecided, and only two of them, Navajyothi and DRDA, Khamman, will remain exclusively SHPIs. 

In Orissa, all except one partner has borrowed from the banks, but unlike in West Bengal the borrowing is of  the “indirect” (as opposed to direct) linking type, or NABARD’s Model III (Annex 11), where the loan amounts have been determined with respect to the needs of specific groups. However, credit risk has been borne by the partners. There is an ongoing debate about the margin that should be admissible to them, which, apparently, is sought to be restricted to 2 percent (although under RBI directions there can now be no formal cap on the onlending rate). Only one partner, Biswa, has bulk borrowed (from the SBI) in the usual sense. Several of Gram Utthan’s groups had linkage loans when GU joined the project, but these were not renewed (whether at the instance of the banks or GU is not clear). GU is about to be credit rated by MCRIL for a possible loan from SIDBI. Biswa is also a potential candidate for a SIDBI loan.

In West Bengal, four of the partners have accessed bulk loans from the banks and are also being considered for loans as well as capacity building grants by SIDBI. Two other partners apparently have groups that have received direct linkage loans, although information on these was not readily available and could not be included in Annex 2.1. SMS and Swarnirvar have a policy of discouraging their groups from accessing the banks directly. This needs to be reversed as discussed above.

Financial information on the partners in the three states is included in the tables in Annex 6. It has not been possible to check or analyze the financials in any detail but the very fact that they have been prepared is proof of the considerable way the partners have travelled from being pure SHPIs. However, as will be seen from the portfolio-at-risk data presented in Annex 7.1 for Orissa and West Bengal, delinquency rates are over 10% of the portfolio for the period >60 days for seven partners in WB, and 25 % for the period > 30 days for 2 partners in Orissa (figures for AP are not available). The WB situation in particular is serious and  needs to be rectified urgently. Loan loss reserve policies need to be established or improved as well.  Operational self-sufficiency ratios are presented in Annex 7.2. Only 2 of the partners (both in AP) are operationally sustainable so far, with many of the rest having a long way to go.
 The main task is to expand productivity per field worker by expanding loan portfolio, thereby bringing down the operational cost ratio, and improving sustainability. However this in turn depends on accessing external borrowings.

Of the original twenty-six initial  partners, CASHE has dropped one, in Orissa.  An existing partner in Orissa  Swanyanshree in Cuttack, has relatively high delinquency and high idle funds, some of which have been lent out to another partner. On the other hand it is useful to have at least one partner in an urban area. Depending on the prospect of being able to improve its performance, CASHE may want to consider the value of continuing to work with  Swanyashree, given difficulties to date.

It is gratifying that the project appears set to  achieving if not exceeding the goal of  incubating four formal (i.e. non NGO) MFIs/FFIs mentioned in Output level OVI 2.1 (SMS, Gram Utthan, and Biswa are all good candidates. The FFI is Baghnan Credit Cooperative in WB). However there is a considerable training task ahead for all the MFI partners including those who continue as NGOs. Given the importance of financial skills both for federation and MFI building, an urgent challenge that remains is for the MFIs and CASHE staff to greatly enhance their financial skills.

Both MFIs and federations need to become fully proficient in financial analysis, delinquency control, accounting, computerized MIS, and other finance related skills. A time-bound crash training programme is required to train requisite partner staff including CEOs. As urgently needed is for CASHE staff to be trained in these skills so that they can provide continuous guidance and in situ capacity building to partners. Financial analysis needs to play a much greater role in the annual PDP exercise and in determining the quantum of the operating grant. One person in each state office should also be able to use Microfin to help partners in progress towards financial self-sufficiency, essential if they are to access bulk funds. Each level needs to step up the use of financial analysis in providing feedback and in monitoring. Additionally, organizational development skills are necessary.  CASHE should review staff capacity in this area and make plans to support and strengthen skills as needed.

CASHE and SIDBI should continue to work together to coordinate support to the MFIs. With good coordination and planning, SIDBI capacity building grants and loan capital can follow seamlessly on CASHE support.


6.  Revolving Loan Fund 

The Revolving Loan Fund was envisaged both as a capacity building tool and a pump primer to get lending going to SHGs and federations that had not been able to access bank funds for no fault of their own. One of the best ways to interest the banks in federation lending is to present them with successful demonstrations. Federations start learning by doing on the basis of RLF and other funds brought in by the promoting MFI.  

The RLF has served well in both capacities. Seventeen partners have accessed the RLF for a total of Rs 25,812,000--in AP for lending to federations and in the other two states for lending to groups. The target of using RLF to leverage other borrowing by 150 percent by the MTR (and 300 percent by EOP) has not been achieved for Orissa and WB where roughly equal amounts of funds have been obtained from both sources, as can be seen from Table 1, although the target has been exceeded in the project as a whole because of AP, where linkage flows have been much higher (and the leverage ratio is about 1: 5). 

RLF funds are being satisfactorily managed in terms of time taken between approval and disbursal (which according to Output level OVI 3.1 should be less than 20 days to the MFI), although partners remain acutely conscious of the impact on the effective interest rate due to delays (a sign of good fund management) and prefer cash-credits from the banks when they get it. The repayment rate to CARE is 100 percent on time.

Clearly RLF is going to be needed for the duration of the project. The main issue with its use is maintaining partner and federation incentives to access funds from other sources.  This has implications for interest rates. Since groups get RLF at 18 percent from the partner who gets it at 10.5 percent and then  adds  on its  margin,  RLF is  more expensive than direct linkage credit for the group so that there is no disincentive to maximize the latter. 

It is likely that there will be continuing demand from the federations for pump priming funds for the duration of the project.  

CARE commissioned a study by Maveric, a local consulting firm, to identify options for utilizing the reflows from the Revolving Loan Fund at the end of the project.  Maveric suggested three approaches:

1. route the fund to MicroVest, a CARE co-promoted microfinance institution

2. create a new microfinance intermediary to house the RLF and operate independently to support CASHE partners on commercial terms

3. partner with another finance intermediary like FWWB, BASIX or RMK to adapt the RLF to support CASHE partners and grow the fund to benefit the sector

There are two issues involved, the best use for the funds, and best vehicle to administer them. 

Several studies have pointed out that there is a great dearth of equity capital in the microfinance sector. SIDBI has an equity window, but it has not taken off to the extent anticipated, and in any case is intended only for its partners. It would greatly strengthen the federations to have potential source of equity funding with which to leverage borrowings, but only if they achieve certain standards. The equity could take the form of long-term subordinated debt, or quasi-equity initially, convertible on the fulfilment of certain performance standards to true equity. 

A second use of funds could to be serve as guarantees to the banks for loans to the federations or former MFI partners continuing to serve them. A least one private commercial bank has expressed an interest in funding CASHE partners if supported by a guarantee of part of the principal amount. While it is true that “funds are not a problem” in a general sense in the sector as a whole, there are often crucial requirements such as those identified above that are not met. It is also true in an overall sense that the lack of capacity is the major requirement of the sector, but if the RLF funds are to used for the sector as whole they will be a drop in the bucket. It is possible that there may be continuing training requirements for some of the federations set up under the project, and that a few strategic grants to them or former project SHPIs will pay high dividends, and it is for consideration whether the fund could also be used for this purpose in a small way. 

Regarding the most suitable of the three options relating to the placement of the funds, the first and third would seem preferable to the second (which entails the financial and learning costs of setting up a new institution). The third takes advantage of the infrastructure and informational links of existing bulk lenders, one of  which, BASIX is actually situated in the project area and understands federations intimately. If Microvest is setting up operations in India anyway the funds could be handled by Microvest, or handled temporarily by BASIX, FWWB, or another suitable bulk lender (but certainly not RMK) until Microvest commences operations in India. Whichever institution is chosen as the manager of the funds, CARE will of course retain control over the uses, policies and terms on which they are administered through an MoU. 

In the meantime, we believe CASHE’s key contributions to the sector will be through:  

1. energizing its efforts to promote bank linkages.  This could be done through high-level dialogue with NABARD and the banking sector, through  sharing the results of studies and experiences with bank linkages, and by promoting bank linkages at every level;

2. continuing to promote capacity building of SHGs, clusters/federations and NGOs to support and strengthen the SHG movement;
 

have in face-to-face dynamics and genuine ownership. However this advantage may be offset by economies of scale and economic viability considerations.
 

Apart from the appropriate number of levels and distribution of functions between them, other issues are the degree of autonomy groups should retain, whether financial and social intermediation should/can be combined, should federations promote new groups of the poor, etc.

Annex 5 contains data on the fourteen MACS promoted by MARI. Sixty-eight percent (68%) of SHGs in the MARI “command” area have joined the MACS.  The MACS capital have generated from their own funds (savings, shares, retained earnings) 75% of the amount of loans outstanding.  As reported by MARI, the MACS are covering 46% of their operational costs with four MACS already covering over 60% of their costs. It is expected that all costs will be covered by the federations by EOP. This seems a feasible goal.  

7.  Tier II:  Promotion of Sound Practices and Innovation in Microfinance

Recommendations

· Develop and implement systematic plans and procedures to strengthen CBIs
· Reduce and focus the volume of Tier II activities on high potential partners
· Gradually transfer Tier II activities to CBIs
· Provide technical assistance and mentoring to CBIs to develop sound strategies, business plans and resources to support future activities
· Consider the establishment of a national training institute with state and district franchises
· In AP, turn over Tier II activities to APMAS and RASS as soon as possible
Tier II aims to build local capacity building institutions and structures to provide technical assistance to self-help group promoting institutions and government agencies. The objectives of the Tier II strategy as defined in the logical framework are to establish 12 Tier II partnerships and establish three locally-owned state level initiatives for technical assistance provision. Tier II partners are a mix of NGOs, government initiatives, training institutes and capacity building institutions. For example, in West Bengal alone there are 13 Tier II partnerships.

They are divided into three CBI partners that are being assisted to support SHPI service delivery, seven SHPIs with which CASHE has an intensive level of collaboration and technical support and “large and strategic” collaborations with government structures such as the Women and Child Development and the Panchayat and Rural Development Departments. Through these partnerships CASHE West Bengal has reached nearly 138,000 women with Rs.12,059,020 in loans outstanding. 

Although Tier II activities were refocused on building CBIs after the Eighteen-Month Review, there is still considerable direct service provision to SHPIs by the CASHE teams in each state.  The only difference between Tier II SHPI NGOs and Tier I institutions is that they are located outside of Tier I areas, are not eligible for the RLF or operating grant support and may receive slightly less intensive technical assistance.  

Tier II activities are numerous. In Orissa, for example, the team has implemented sixty-three training, workshop, exposures or conference events since the Eighteen-Month Review on topics including bankers’ sensitization, training of trainers, federation building and study presentations.  A similar range and number of activities has been carried out in West Bengal and Orissa.  In Tier II, CASHE works with all sizes of institutions with capacity to reach between a few thousand to tens of thousands SHG members.  There does not appear to be a relationship between the volume of CASHE efforts and inputs and the capacity of partners to achieve quality and volume.

Although the Tier II partnerships have resulted in assistance to nearly 320,000 clients as of June 2003 in three states, it is difficult to assess the quality of the partnerships or the SHG services they are providing. No data from the modified PACT was available to the MTR team for Tier II institutions, nor were the results of any SHG grading exercises Tier II partners had completed.  Not surprisingly, anecdotal evidence suggests that the quality of SHGs under Tier II is less than those reached under Tier I.   

It is clear that the CASHE team is overstretched and the volume and range of Tier II activities is a major contributor to this situation.  It would be useful if CASHE were to target Tier II activities on the highest potential partners to obtain “more bang for the buck”.

The MTR team held discussions with Tier II CBIs: APMAS and RASS in AP, Mission Shakti in Orissa and Spade in West Bengal.  In addition the team met with a training institute, and Tier II SHPI partners and government agencies.  All the CBIs appeared capable and dedicated to their capacity-building missions.  APMAS, which was created by CASHE, is now recognised internationally as a major research and capacity-building institution for the microfinance sector in India.  CASHE was a major contributor to the establishment of the Mission Shakti movement in Orissa. More assessment and capacity building will be needed to ensure the quality of services delivered through this widespread movement. In West Bengal, SPADE appears to have strong leadership and is emerging as a qualified capacity builder.

To create strong CBIs in Orissa and West Bengal, CASHE will need to systematically transfer its own activities to the organizations that will sustain them.  In Orissa, no single organization has emerged as a potentially successful CBI.  CASHE will need to assess how elements of Mission Shakti can be pulled together under good leadership to create a sustainable CBI.  SPADE and two other potential CBIs have been identified in West Bengal.  During the next phase of CASHE, the following activities are proposed to strengthen Tier II institutions.  

First, CASHE should work with the CBIs to define with them their specific purpose, markets, and products and services. That is, what will be the role of the CBIs, who will they work with (governments, SHPIs, federations, etc.) and what will be the products and services they offer to their market?  

Second, when defined CASHE should work with partners to identify the resources they need to carry out their missions.  Qualified human resources will be key and CASHE should help these institutions obtain and train excellent staff.  Additionally, CASHE and CBI partners should identify the approaches, tools and techniques they will use for partner capacity building.  CASHE has developed some good tools and processes, such as the PACT and Business Development Plan tools but they will need to be radically simplified for use by the partners.

Third, CASHE staff can mentor the CBIs by working side-by-side with them to diagnose Tier II partner requirements, plan interventions and carry them out.  This hands-on experience with constructive feedback to the CBIs will build their capacity. In this process CASHE should gradually hand off its activities to the CBIs.

Fourth, CASHE can work with CBIs to develop a simple business plan that allows them to project business activities, costs and potential revenue sources.  CASHE should work with these CBIs to help them develop networks and linkages with potential service users.

Specific recommendations for each state are provided below.

In general CASHE needs to consolidate and focus Tier II activities on CBI capacity building in Orissa and West Bengal and hand off Tier II activities in Andhra Pradesh to APMAS and RASS.  It should build capacity of key CBIs in each state to prepare them to become franchises of the proposed national training institute.  (See below.)

· In Andhra Pradesh, APMAS, the World Bank-funded Velugu program and RASS have been created to support SHPIs throughout the state.  The value added of the CASHE program team will be marginal.  Instead it is suggested that CASHE focus its efforts on Tier I strengthening activities. With CASHE staff nearly entirely focused on Tier I, it may be possible for the team to add more partners to Tier I to strengthen their activities, and create SHPI “models of excellence” with an emphasis on SHG bank linkages and the creation of strong MACS.  These models should generate learning that CASHE documents and disseminates through CBIs to influence other capacity building initiatives in the state.   

· In Orissa, CASHE Tier II activities should focus on Mission Shakti and strengthening linkages with the DFID-supported, West Orissa Rural Livelihoods Program (WORLP) to reinforce program capacity to organise and train strong SHGs that can link to the banks. Mission Shakti is scheduled to end in two years.  As a movement it does not have an institutional structure.  However, elements of Mission Shakti should be assessed for incorporation into the establishment of a capacity building/training institute.  The former director of the RGVN could be involved in the conceptualisation and design of the institute.   The “barefoot trainers” program which has trained 200 entrepreneurs, appears to have much potential.  It should be assessed and if results are positive, a strategy for replication after CASHE, potentially supported by the new CBI should be developed.

· In West Bengal, the Panchayat and Rural Development Department is keen to establish training institutes for providing decentralised SHG development training and technical assistance in districts throughout the state and has already initiated plans to do so in 5 districts. CASHE should explore the feasibility of supporting the establishment one of these institutes initially in association with SPADE. SPADE has the advantage of its connection with an SHPI which could serve as a model and practical training ground for institute participants.  If SPADE is successful, one or two more institutes could be established building on the other two proposed CBI partners.

· In the case of both Orissa and West Bengal, the team should focus on developing the capacity of CBIs and not dilute its limited technical resources to serve numerous Tier II SHPIs.  CASHE capacities and skills should be systematically transferred to CBIs who should be working directly with Tier II SHPI NGOs and government agencies.  For this strategy to work, CBIs must engage skilled professional staff who excel at partner relationship management, SHG promotion and bank linkages.  If CASHE focuses on bank linkages for Tier II partners, there is less need on the part of CBIs to become experts in financial intermediation and associated financial expertise.  

CASHE can assess CBI performance using self-assessment methods, the results of SHG grading and modified PACT tools implemented with their client-SHPIs to understand capacity needs and service quality and set targets with each institution for the end of the project for upgrading capacity.  

When SPADE and other potential CBIs obtain more experience and meet targeted capacity needs, complete a feasibility study/market assessment for the development of a SPADE district training institute.  The study should assess potential clients’ demand for services and willingness to pay.  Clients may include a wide range of government agencies and civil society organisations, as well as international NGOs.   Based on the outcome of this study, work with SPADE to develop business plans, secure funding and launch the institute.  

In order for CARE to ensure sustainable provision of high quality capacity building services for the Self Help Group movement in India, the MTR team proposes that CARE consider contributing to the creation of a national institute of SHG Promotion that provides accreditation to local franchise training/capacity building institutes in areas described below. 

7.1.  A Nation-Wide Training and Knowledge Management
 Institute for SHG Promotion and Livelihood Development

One of the greatest contributions CARE and DFID could make through CASHE is to establish a national training and knowledge management institute for SHG promotion and livelihood development.  At the national level the institute would be a “brain trust” of widely respected resource persons from the SHG movement.  This “trust” would provide guiding principles, values and standards of excellence and develop curricula using excellent adult learning pedagogy for use by local training institutes and capacity building institutions.  These local training institutes would be franchisees of the national institutes providing training to a range of government, civil society and community actors in the promotion of strong Self Help Groups and livelihoods for their members.  The national institute would assist the creation of local institutes and perform regular accreditation to certify the quality of the institutes’ trainers and programs.


The Self Help Group promotion component would include strengthening SHGs to become cohesive and capable organisations of the poor seeking to enhance their social and economic position, able to manage and leverage financial services as well as improve livelihoods.

The livelihoods aspect would take a unique form, adapted to the enormous task of reaching the largest number of the most marginal people.  It would focus on the huge demand of these people to improve and diversify economic activities and resources to enhance their social and economic status. Training of trainers would be provided to all types of SHPIs to assist SHG members to enhance livelihoods.  Because the program would need to touch as many people as possible it would have to provide the simplest tools at the lowest cost.  Thus, livelihood education would address very basic and relevant topics for the poorest including: household financial management, use of diverse financial services, healthy farms, business management, sales and marketing, and getting access to technical skills and marketing opportunities.  The program could not teach specific technical skills for business sectors or agricultural production.  This would make the program too broad and expensive.  It would, rather, use tools and methods that enable Self Help Group members to examine the how to maximise the resources they have and how to identify, access and use resources in the local environment.  It would truly be basic.  As one key informant to this review said, “At the margins, what appears basic to us is not basic to them.”
The institute would also act as a manager and disseminator of knowledge in the sectors.

In the context of the institute, knowledge management would mean gathering and analysing the good practices in Self Help Group and basic livelihood promotion, and documenting and disseminating these practices through the local institutes.

8.  Tier III:  Improvement of the Operating Environment for Microfinance at the National Level

Recommendations:

· Increase efforts to promote bank linkages for SHGs 
· Further document and disseminate learning about SHG banking, creation of community-based financial institutionsand disseminate to interested stakeholders through workshops, forums and conferences
· Increase collaborative efforts and informal learning exchanges with other key players in the field
CASHE focused its Tier III strategy at the state as well as the national level.  It has contributed to an enabling policy and regulatory environment for SHG lending in all three states.  It has been instrumental in promoting legislation for community-based financial institutions, particularly implementation of the MACS Act in AP and the Self-Help Cooperative Act in Orissa, as well as promoting a new law in West Bengal.  CASHE actively promotes bank lending to SHGs and especially in Orissa and West Bengal, has created a groundswell of stakeholder support for the SHG movement through networking with governments, banks, training and research institutions and holding state-wide conventions for SHG members and supporters.  CASHE has commissioned or engaged in numerous studies and research activities on microfinance, the role of SHGs, bank linkages, legal issues, impact of microfinance and gender in microfinance.

On the national level, CASHE maintains networks with key microfinance players including NABARD, SIDBI, BIRD and RBI, participates in SADHAN and has produced studies and reports in microfinance.  CASHE national staff is also engaged in an interesting pilot project with two Regional Rural Banks to enhance their capacities for SHG lending.  CASHE plans to share findings with over 30 more RRBs in the near future.

All three tiers can contribute to maximization of the bank linkages objective, including Tier III where greater use needs to be made of commissioned studies to document delays, difficulties, and sometimes, downright unwillingness of bankers to lend to SHGs.  These findings should be publicized through seminars and meetings to put countervailing pressure on the banks, and to provide high-level decision makers specifics on which they can act.

In West Bengal, CASHE staff has facilitated the formation of a new NGO Network of 17 member organizations.  The network has promoted legislation, the legal rights of women, best practices for members and advocacy.  The network wants to register as a formal society and build capacity for research and training to strengthen members.  Currently the network has a volunteer board and receives 75% of its little over 185,000 budget from CASHE with the rest coming from member fees, NABARD and SIDBI.  “CASHE is our main petrol,” say the founders.   If the network grows in member demand for services and capacity, CASHE might consider linking it with the North American SEEP Network that provides technical assistance and training for microfinance and microenterprise network development.

CASHE has a wealth of experience with multiple models of SHG lending that includes successful strategies and challenges.  CASHE national staff could increase its contribution to the sector through increased analysis and dissemination of the experience of CASHE to CASHE stakeholders and the SHG lending sector at large.  

9.  Project Level Issues

9.1.  Research And Innovation Fund

Recommendations:

· Expand the activities to include studying the new loan, savings and insurance products developed by partners to disseminate successful strategies

· Obtain training in customer satisfaction and other market research tools for new product development

· Develop and test approaches for linking livelihood activities to financial services

The Research and Innovation Fund provides over UKL 640,000 for the purpose of promoting, testing and disseminating innovations in microfinance methodologies, products and practice.   The initiative aims to fund and document new initiatives in the microfinance sector for “replicability and scaleup, which ultimately will lead to sustainability, diversity and robust growth in the sector.”  

The fund solicited proposals from around the country and approved five initiatives.  These include

· Money remittances of migrant labourers of Orissa working in Gujarat – Adhikar

· Pension fund for poor women – Gramavidiyal in Tamil Nadu

· Learning on wheels and kiosk banking – Sanghamitra in Karnataka

· Community grain banks – IRCED in Madya Pradesh; and,

· Computer Munshi with Pradan

Remittances, computer munshi and learning on wheels with kiosk banking appear to be the most innovative approaches but it is too early to assess the viability of these products and services.  It is a good sign that CGAP has become interested in further exploring support for the money remittances service.  

The Research and Innovation staffer appears quite capable and the program is off to a good start after delays in identifying the right person for the job.  The R&I specialist’s skills may be put to further use in systematically assessing products and services offered by CASHE Tier I partners such as voluntary savings, term accounts, security and insurance schemes as mentioned in an earlier section of this report. 

Future plans for CASHE research and innovation will be focused on livelihoods and microenterprise promotion as well as producing technical briefs on cutting edge themes.  Approaches in the livelihoods arena for consideration are suggested below.

Research and Innovation—Progress So Far

Innovation
Start Date
No. of Participants
Budget (in lakhs)
Findings
Assessment

Money Remittances
Aug. 2002
150 migrant workers o 500 target now sending money to families in Orissa
11.45 for 2 years plus 5 RLF
Monthly average remittance of Rs. 1.5 lakhs

Savings product added

CGAP considering support for this initiative
Potential growth 1,000 in 2 yrs

Strong  replication potential

Pension Fund
Aug. 2002
4,597 enrolled
31.39
Premium collected 781,609

Lump sum option is the innovation
Monthly payoff quite small

Many pension schemes underway in India; could learn from SEWA Bank experience

Learning on Wheels and Kiosk Banking
Feb. 2003
1 kiosk bank established; foundation in 3 other locations

2,000 people trained in first round
10 – Kiosk

20- Learning
Mobile van – provides education in microfinance, health and education

Brings banking to the marketplace


Innovative marriage of financial services and education by subsidiary of Myrada

Off to a good start

Grain Banks
?
6 grain banks covering 83 families
4.54 – Seed capital
Complementary vermin-culture activities

Cash savings component
Grain banks

May put a hold on micration

Innovation
Start Date
No. of Participants
Budget (in lakhs)
Findings
Assessment

Computer Munshi
June 2003
14 computer munshis trained and working with 1500 SHGs
8.85
Subcontracts accounting to  the computer munshi who receives a lap top and learns a computer program to track SHG accounts

Paid fee by SHG and PRADAN for services

Each can assist approximately 100 SHGs

Depreciation of computer needs to be included in viability analysis for CM business
Very innovative means to assist SHGs to maintain accounts



9.2.  Livelihood Interventions

The review of the need to intersperse livelihood interventions in the CASHE project was to be “in the light of graduation of SHGs and Federations to higher plans of activity”.  First, we point out that there is a long way to go to strengthen SHGs and federations to become self-managed and sustainable.  Our suggestion is that CASHE focus on this as a priority.  Second, CASHE staff are not specialists in livelihood promotion.  Rather they have worked hard to learn sound practices in microfinance and institution-building, which is a huge accomplishment.  

In the livelihoods arena, CARE needs to examine what role in wants to play.  CARE could make a major contribution to livelihoods in India.  If the direction is to be business development services and sub-sector analysis-type interventions, CARE would be well-advised to consider these projects outside the purview of CASHE.  For these types of interventions to make a significant impact, there is a range of experience and skills needed and significant inputs required for sound design and implementation.

Keeping these points in mind, CASHE may make a contribution to the livelihoods sector using the minimalist approach described in the next section and through coordination with existing livelihood programs.  There is a huge demand from SHG members for education and assistance to improve their livelihood strategies.  In addition DFID and others are promoting large-scale livelihood interventions in each state.

CASHE can contribute to the Rural Livelihoods programs by coordinating well with program directors and where appropriate, devise strategies to build the capacity of SHPIs working in livelihood program areas to strengthen the quality of Self-help groups, which are the platform for many livelihood interventions. 

In Orissa, the Western Orissa Rural Livelihoods Program (WORLP) Director and the Coordinator of the Project Support Team would like CARE to formalize coordination efforts and develop a joint strategy to build the expertise of agencies supported through WORLP to strengthen SHGs.  CARE and WORLP have tried to work together in the past, but for reasons not relevant to this report were unsuccessful. WORLP urges a renewed collaborative relationship, one in which CARE participates in identifying WORLP needs and its fit in responding to them.

In Andhra Pradesh, the Andhra Pradesh Rural Livelihoods Program (APRLP) has been working with CASHE-financed consultants to develop a rural Livelihoods Resource Center (LRC) to provide market facilitation, technical services for product development, marketing and technology upgrades primarily through a sub-sector development approach to rural populations.  The plan is for CASHE to support LRC capacity building—create another CBI, but this time for livelihood support--and spin it off into an independent institution such as it is doing with APMAS.

Given CASHE’s original mandate and the skills and experience of the CASHE AP staff, it is our recommendation that CARE find a mechanism other than CASHE to support APRLP’s proposed center. CASHE staff are overstretched as it is, and building capacity for a sub-sector development institution is, in our view, an activity outside the scope of CASHE given the technical requirements of the sector. 

A different scenario is developing in West Bengal where CARE-CASHE may play a major role.  DFID is engaged in the design of a government-civil society organization partnership to promote rural livelihoods in conjunction with the Panchayat and Rural Development agency with assistance from other interested civil society organizations. CASHE has contributed to the design of this program and can play an important role in it.  CASHE would be wise to position itself within this new program as the institution that has the distinctive competency of strengthening SHGs and assisting them to link up with other community structures for livelihood development assistance.

CASHE West Bengal might consider using the Learning Conversation technology for SHGs as described below as a common method for government and civil society organizations to work with SHGs.  The Learning Conversation technology would allow these organizations to define and pursue basic livelihood improvement strategies in a way that is simple, low-cost and effective.  The Learning Conversation approach can provide a structured way for SHG members to plan and implement appropriate livelihood strategies.  The Learning Conversations can be designed to build linkages from SHGs through village level development organizations and their functional committees to the Gram Panchayat and related umbrella structures to the proposed Responsive Rural Livelihoods Forum support, coordinating and resource groups.  The potential for empowerment of women, coordination among government and civil society and impact on livelihoods is enormous and the feasibility of such a strategy could be further explored.

Regarding the development of business skills, the best example we saw was that of BISWA BISWA is one of 15 clusters throughout India where NABARD is funding business skills development and product marketing.  Although the project is exciting and successful, in our estimation it is not widely replicable to other CASHE partners. BISWA has a separate department with a staff of 12 skilled in various sectors to manage the project. Any similar activity that CARE wants to take on should be conceived as a separate project from CASHE. 

9.3.  Piloting a Livelihood Strategy for Widespread Dissemination.

 In selected areas, CASHE might consider piloting an SHG educational service to enhance livelihoods.  Since the CASHE approach is to work to ensure the poor have access to sustainable financial services, CASHE should not veer to far into the technical areas of the livelihoods arena. (See below.)  However, the concept of livelihoods does not only concern microenterprise development but goes well beyond it to include “a mix of resources, capabilities and activities to enable individuals and households to pursue their economic goals”.
  This includes building assets through saving, risk management, household financial management and planning, better resource management, as well as investment in enterprise. 

CASHE could make a major contribution to enhancing rural livelihoods by developing a livelihood education service for SHGs. The service would need to meet the following criteria.

· Simple enough for community-based institutions of the poor to implement

· Low-cost enough for SHPIs to promote to these institutions

· Use of high-impact messages that apply to the broadest number of people

· Maximizes the use of personal and local resources and focused on making linkages to external resources where available rather than on specific sectoral skill building.

The education service could be based on the Learning Conversation approach currently in development by Freedom from Hunger and Catholic Relief Services (CRS) in Eastern India.  Learning Conversations are guided discussions that last no more than 30 minutes held at SHG meetings.  Learning conversations are generally facilitated by a field worker promoting SHG development and financial services.  They are designed to address specific individual and local problems.  Although simple, the Learning Conversations employ best practices in adult learning through dialogue to achieve behaviour change.  The following provides examples of the topics that can be addressed during the learning conversations. 

Sample SHG Livelihood Education Topics

· What Are Your Financial Goals?
· “Black Soil” (Making and using compost) 



· Make a Savings Plan


· The Healthy Farm

· Prepare for Emergencies


· Know What the Customer Wants



· Find and Use Local Resources to Improve Your Business
· Price Your Product



CASHE might select a few partners interested in this approach and use the innovation fund to experiment with combining SHG strengthening and basic education to reinforce ongoing livelihood development strategies.  

9.4.  Differences in the CASHE Experience in Three States

The microfinance environment, SHG-bank linkage experience and institutional landscape have contributed to different experiences in each CASHE state described below.

Key Differences In CASHE Experience In Three States


Andhra Pradesh
Orissa
West Bengal

Microfinance Environment
Most developed in India: Presence of successful MFIs, AP MAS, experienced MF professionals
Postive:  Mission Shakti movement statewide 
Emerging: Bank linkages approach predominant; ASA replication initiated, Grameen replicators

Tier I PNGO Structures
SHPIs promoting Mutually Assisted Cooperative Societies (MACS)
2 SHPIs incubating  apex MFIS

2 SHPIs promoting federations of self-help groups

3 Federations organizing self-help groups

1 urban cooperative
1 credit cooperative

1 SHPI incubating an apex

7 SHPIs promoting clusters and federations of self-help groups

Legal and Policy Environment
MACS Act has been passed and federations are seeking to register.
Self-Help Cooperative 

Act—more buy-in is needed
New cooperative act under consideration

Tier II Strategy


APMAS and RASS strong CBIs 

Building capacity of Velugu-supported staff

Multiple government and NGO SHPI partners
Mission Shakti

200 Barefoot Trainers 

MOUs with 70 institutions for SHG training 


3 nascent CBIs

7 SHPIs

3 strategic collaborations with government departments

Tier III Strategy
Networking with prominent microfinance sector experts from BASIX, SHARE, CDF to advance SHG banking

Support for APMAS research and dissemination of learning


Regional Policy workshops

MF Conventions

Study of MF environment in Orissa

Promotion Self-Help Cooperatives Act
Microfinance Network

Promotion of interagency cooperation: financial institutions, banks, NGOs, funding agencies, etc.

MF Convention

Promotion of favourable legal framework

Key Differences In CASHE Experience In Three States (continued)


Andhra Pradesh
Orissa
West Bengal

Strategy to improve depth of outreach
· Selection of organizations seeking to reach the poorest in tribal areas

· Proactive strengthening of SHGs to include  the poorest
Proactive approaches include:

· Promotion of SHGs of poorer members that do not initially join

· Adjustment of savings  requirements to increase ability of poor to participate

· More credit-led strategies for those with limited savings capacity


· Selection of organizations seeking to reach the poorest.



Human Resources
High Turnover
Stability
Stability

Project Expenditures v. Planned to Date
61% due to over budgeting for APMAS
88%
84%

Future Challenges and Focus Areas
Strengthen MACS through SHPIs

Turn over Tier II activities to APMAS and RASS

Increase number of Tier I institutions without diluting capacity building to existing partners.
Assess quality of Mission Shakti-led activities and strengthen them

Develop a strategy and  create a new CBI

Limit, focus and deepen Tier II activities.
Build capacity of SPADE and 2 other potential CBIs to sustain CASHE activities

Limit, focus and deepen Tier II activities

9.5.  Madhya Pradesh 

Recommendations:

· Expand to MP on a limited basis

· Work exclusively with RRBs to develop capacity and invest in a bank unit to extend the outreach of bank services to SHGs

The MTR team was asked to assess the potential for taking the project to Madya Pradesh.  Given the ambitious goals and objectives CASHE has to achieve over the remaining three and a half years of the project, the team hesitated to recommend adding a new state.  However, the Project Director of CASHE has completed an extensive assessment of opportunities and challenges in the state and initiated networking and planning there. Since the groundwork has been done, it makes sense for CASHE to move forward but in a very limited way.

MP provides a relatively new environment for the development of microfinance.  There have been 15,000 SHGs linked to banks and NABARD is targeting 20,000 a year for the next few years.  The state has a number of small NGOs and government agencies promoting SHGs and Regional Rural Banks that have engaged in SHG linking activities.  

There is an opportunity for CASHE to work on a smaller scale and build on its innovative work in Andhrah Pradesh with the Regional Rural Bank model. As everywhere, bank linkages suffer from lack of bank staff expertise and time to serve SHG clientele and lack of SHG capacity to access and manage bank funds.  CASHE should identify four Regional Rural Banks capable of providing services in tribal areas.  The identification process should include assessing strength of governance and leadership in the institution, the commitment of the RRB to serve a large number of SHGs of poor women and the quality of RRB financial performance.  

Once identified, the CASHE team can assess the capacity needs of the bank to engage in SHG promotion, training and quality service delivery.  Where additional staff and support is required, CASHE and the bank should complete a careful financial projection to determine the investment costs required to achieve financially viable delivery of the product.  CASHE and the bank should also carefully price the SHG product based on anticipated costs.  In most cases the bank should require a few additional persons and their associated support for SHG promotion and management.   CASHE should provide the operational investment funds needed by the bank to reach viability.  Generally, this should occur within six months to a year.   This could be a far more efficient investment of CASHE resources than the operational grants provided to PNGOs in other states and the capacity building required to turn a social institution into one that masters finance. Also, having one institutional model to work on in MP would allow CASHE to focus and deepen its experience.

9.6.  Contribution of CASHE within CARE and DFID India strategy

CASHE has made and can continue to make a tremendous contribution to the larger CARE and DFID strategies in India through the organisation and strengthening of Self-help Groups that enable them to provide the poor with access to savings, loans, and insurance services.  In addition, strong SHGs provide a community forum for addressing and solving social problems ranging from family disputes to pressuring government structures to provide adequate services.  As a result of CASHE women have been able to increase their incomes and expenditures on food, medicine, education and housing.  SHG members have become more active in community development and participation in civil society.  They are actively addressing the social concerns of their communities about alcoholism, dowries, environmental protection and legal rights.

Through CASHE, CARE and DFID are promoting civil society through the development of strong community-owned and operated financial institutions that have the social as well as financial interests of their clients in mind and strengthening NGO service providers and capacity-building institutions.  Synergies as a result of convergences with CARE health programs and DFID livelihood programs are beginning to take place.

9.7.  Salient Recommendations Of The EMR Which Still Need To Be Internalized

While many of the suggestions of the EMR have been acted upon (expansion of partners, a higher Tier 1 client target, client and customer satisfaction surveys, review of usage and future of RLF funds, collaboration with SIDBI etc.) there are some others that continue to require urgent attention.  These are described in the table below.

Recommendations of Eighteen-Month Review That Needs to be Internalised

EMR recommendations
Action remaining

Quality of Groups


This is emphasized in several places, among them in Section 3.12 on Monitoring and Evaluation, where it is noted that in WB a PO has initiated an SHG Grading Methodology, which CASHE should help develop further and replicate project-wide. 

The original Output OVIs 1.1 and 1.2 related importantly to group quality, with some detailed norms in 1.2. These OVIs were dropped. The EMR noted that CARE is now “in the process of establishing a system of measuring and tracking the quality of group management and operations” but because data was still incomplete or had not been processed it could not assess progress towards meeting the OVIs 

The September 2001 revision replaced the two OVIs with current Output OVI 1.2 which defines quality in terms of percent scores. This, we are now suggesting, be replaced with the A to D grading system (see opposite) which is easier for the groups to relate to 
We were shown the methodology on our visit to WB, but it needs to be standardized across the project, with appropriate modifications if necessary, for purposes of comparability and monitoring. It maximizes self-assessment and objectivity in assessing norms that are hard to quantify. 

The A to D grading in the new methodology adequately captures the norms laid down in the original OVIs but needs to be implemented early. The present quality profile of groups in terms of grades needs to be assessed across all partners in Orissa and WB (it exists for AP) and progress measured in all 3 states annually.

OVI 1.2 should now be redefined at least for all mature groups as 80 percent of all groups should achieve at least A or B grade, of which at least 60 percent should be A. A sample based system for independent validation by CIHQ needs to be set up. Consideration needs to be given to simplified grading of younger groups too. 

Quality of federations


EMR Table 1 notes original Output OVI 1.3 requiring the achievement of operational sustainability for all clusters and federations assisted. 
Although progress continues on federation formation in AP, the OVI itself got dropped in the 2001 revision. It needs to be retained as an output goal for AP. In Orissa and WB however, since apex formation is still nascent, it needs to be decided what percentage of apex bodies can realistically be expected to be set up in time to be mature enough to become operationally sustainable by EOP, as part of the review of apexes suggested for these two states, and keeping in view the priority that quality considerations should take.

EMR recommendations
Action remaining

Quality of MFIs


EMR Table 1 notes original Output OVI 2.3, which lays down norms for efficiency of MFIs
Here again considerable progress has been made on the MFI component, although the OVI itself got dropped in the 2001 revision. It needs to be replaced with a new OVI requiring 100 percent financial sustainability for all MFIs by EO, with detailed annual efficiency goals being left to the individual PDPs.  

Greater technical and strategic assistance to state teams from CIHQ and other resources



This was one of the “six key areas” identified by the EMR and remains a priority as discussed elsewhere. 



Monitoring and Evaluation


While several weaknesses identified in the M and E system have been removed (e.g. the tracking of management of RLF funds) several discussed in Section 2.5 remain, in particular, in the order in which they are discussed: 
The EMR suggested that CASHE prepare a comprehensive M and E plan and conduct an external review after six months to assess progress and the need for further improvements, including the collecting and use of household baseline data. We feel the need remains for urgent outside advice on collecting a more rigorous baseline, albeit on a smaller (sample) scale, so that a meaningful attempt can be made to assess impact as envisioned in at least some of the Goal level OVIs 

Information on clusters federations
Inter alia, information on social intermediation bodies need to separated out from that on financial apexes

Tracking of information on linkage and other sources of funds 
Data on linkage is still weak. Thus quantities are not available for WB and direct and indirect linkage is not disaggregated for Orissa. The latter is more appropriately included in bulk borrowing by the partner since it exposes itself to credit risk.

Data on coverage of the poorest of the poor
While conceptual and measurement problems abound, much more qualitative information could be collected and used, e.g. on special groups for the poorest, being formed by at least one PO, individual loans to the poorest, etc. The (mid-term) baseline measurement exercise for impact assessment will provide an opportunity to get a better feel on coverage of the poorest of the poor too. 

Process documentation and creating a “loop of learning”
This has remained a weakness but is an important means of feedback and knowledge sharing for purposes of ensuring the quality of CASHE itself as well as for the wider community and the effectiveness of Tier III (policy advocacy depends partly on CASHE’s own credibility). Given its access to human and financial resources CASHE should be at the forefront of action research and dissemination of knowledge on best practices. Now that quantitative targets have been largely met, there is still time for a substantial contribution in this respect. The RIF activity should be broadened to best practice dissemination across partners and states, and careful action research within the project itself to provide expertise on important areas such as baseline measurement, the grading tool, new products, etc

9.8.  CARE—AP MAS relationship

Review the CARE-APMAS relationship in light of the 18-month review report of APMAS

An important accomplishment of CARE has been the establishment of APMAS in Andhra Pradsh as a state level technical and managerial support institution for the women’s self-help movement.  It has a solid staff and an impressive board of directors of recognized experts in the field of microfinance.  At the time of the Eighteen-Month Review, the CASHE director for AP became the Executive Director of APMAS.  Since then APMAS has engaged in research, development of quality assessment and enhancement tools and systems and advocacy on behalf of NGOs, government, financial institutions and MACS to advance the development of member-owned and managed microfinance institutions for women.

The MTR team was impressed with APMAS’ apparent competencies. The MTR team participated in an APMAS presentation of findings of a recent assessment of a strong CASHE-supported MACS called DUBBAK that was both thorough and professional.  We were also able to review a presentation of an SHG bank linkage study and one on working with federations prepared by APMAS that were extremely valuable for the analytical presentations of the findings and issues.  APMAS has recently been contracted by CGAP to oversee an India-wide study of the self-help group movement.

It is clear that APMAS is well-positioned to support Tier II-type government SHG promotion activities that CASHE currently supports.  We suggest that CASHE leave the work with government and Velugu to APMAS and focus its energies on NGOs.  To quote the APMAS Director, CASHE should “create models of excellence” from which the rest of the sector can learn.  CASHE and its partners can demonstrate how to best create strong MACS and document procedures, systems and approaches to share through APMAS with the Velugu project and others.  CASHE can ensure good coordination with APMAS to share plans and learning.  When CASHE tools for SHPIs have been simplified, they should be packaged and shared with APMAS for wide dissemination. CASHE will benefit from continuing to employ the services of APMAS to enhance its technical assistance capabilities.

CASHE funds 75% of APMAS budget, yet APMAS had only spent 13% of funds allocated through June 2003.  This is due to overambitious budgeting and the gradual development of a new market for APMAS, especially the World Bank Velugu project.  APMAS has recently revised its business plan and CARE is well-advised to continue to support this strong organization while redeploying savings to expand and deepen capacity building for SHPIs, MACS and promotion of SHG-bank linkages.

9.9.  Human Resources 
How well is the project structured to bet use the human resources optimally?  What more can the project do to maintain a good quality staff in the dynamic microfinance market?

CASHE has put together a team of very hard-working and skilled staff at all levels. Five technical staff at CIHQ provide support to state teams. They include the program director, technical support specialists, a systems analyst, and research and innovation manager.  A new technical staff person skilled in financial analysis has just been added to the team.  This will be important as CASHE energizes its efforts to strengthen financial management and analysis capacity of state teams and their partners.

There has been some staff turnover in the program for a number of reasons including CARE staff reorganization, difficulty in finding the right person for a position (the Research and Innovation Specialist) and a competitive microfinance environment (especially Andhra Pradesh). The relatively recent appointment of a new program director is welcome as he has been with CARE in the small enterprise and microfinance sector for many years and is well-respected within CARE and the sector.  The team in AP is nearly all new to their positions and they will need strong and close support from CIHQ. 

A select number of CASHE staff should receive a “booster shot” of EDA training, especially in financial management and analysis to ensure there is one person at CIHQ and in each state who fully masters microfinance institution business planning, management and analysis and can train others on his team in this area.  Staff who will be assigned to develop CBIs should obtain thorough training and support in the processes and tools needed for new institution development.  CASHE West Bengal has already employed the services of APMAS for this and the Orissa team might do the same when the time comes. 

In Andhra Pradesh, if the recommendation to transfer Tier II activities to CBIs and add a few more Tier I institutions is accepted, staff could be reorganized and trained so that each is responsible for 2-3 PNGOs to both manage the partner relationships and provide technical assistance and training.

Going forward, CASHE’s major challenge will be to focus staff on achieving project objectives and avoid spreading human resources too thinly.  CASHE CIHQ could assist the state teams by guiding them to focus and prioritise activities.  CASHE can also develop an inventory of training and technical assistance needs and a plan for staff training and development.  CIHQ could spend more time providing mentoring and training to CASHE state staff on sight.

CASHE might also examine its compensation package to ensure that it is competitive with other microfinance institutions and programs.

10.  Monitoring and Evaluation

How effectively has the monitoring of the project been done internally? Have the processes been successfully established and are they effective?

CASHE has developed a number of tools for monitoring and evaluation.  The PACT is a comprehensive assessment of PNGO performance using over 90 indicators covering eight categories of governance, management practices, human resources, financial resources, microfinance services, financial performance, external relations and sustainability. Each partner participated in a PACT at the beginning of the project.  A small number of partners have engaged in the second PACT and generally show substantial improvements.  It is no wonder that more second PACTs have not been completed as the process of assessment and report preparation is intensive for CASHE and the partner.  The MTR team believes that the PACT can be radically simplified and still provide CASHE and partners essential information to track organizational development.

The Business Development Plan (BDP) is also developed for each partner.  This, too, is a lengthy document that describes partner status, plans and technical assistance needs.  As with the PACT, we suggest the BDP be simplified to the articulation of key performance and resource targets for each partner.  

SHG monitoring is completed using the grading system.  This is a participatory tool that has 10 basic indicators of SHG performance.  Social indicators have also been added.  As mentioned earlier in this report, the tool guides a valuable training and assessment process.  One indicator—leadership rotation—might be revisited as this requirement seems unrealistic where competent leaders are scarce.  Also, since the tool is participatory, it would be useful for partners to institute a validation process, by periodically sampling SHGs on a random basis.

Each state has provided extensive training to teach partners best practices in financial reporting including development of balance sheets, income statements and loan portfolio performance reports.  The accomplishment is impressive.  Even at the federation level, the MTR team heard presentations on financial performance and projections by illiterate women.  CASHE is now identifying and testing in each state software programs for the development of computerized MIS.

Although partners are beginning to master preparation of these reports, there appears to be a need to strengthen some of the most fundamental basic accounting and reconciliation practices to ensure that the data going into these reports are accurate. The M-CRIL rating of SMS illustrates this point.

Partners are also tracking the economic levels of their clients (scheduled tribes, scheduled castes, backward castes and so on) which are an important means to ensure they are reaching the appropriate target group.  

In general, our sense is that CASHE collects a large amount of data from its partners at the state level that is channelled to CIHQ in Delhi.   We suggest that CASHE devolve responsibility for compilation and analysis of data to the partner level.  CIHQ with state teams should develop a systematic process for analysis and feedback to partners that will serve as a model for them. Partners would benefit from quarterly or bi-annual meetings at which an analysis and discussion of their financial and institutional performance takes place to provide ideas and incentives for improvement and to revise objectives and targets.  This meeting can replace the intensive individual reviews with each partner. 

We also suggest that CIHQ explore ways to decentralize data collection and decision-making to the state teams on issues such as operational grants.  State teams are in a far better position to understand partner requirements given their close involvement with them. CIHQ can perform a valuable role by making regular visits to the state teams as they work with partners to monitor performance and provide technical assistance as needed.

11.  Budget

Have financial resources been used efficiently to achieve the expected output from the project? What are the recommendations for the budget balances available within the project in terms of extending the project life and expansion of CASHE to a new state?

The project spent 49% of the allocated budget for the period up to March 2003 or UKL 2,876,142.  This amount translates to UKL 5.34 per SHG member or UKL169.21 per group.  The cost information should be interpreted carefully as it includes groups that already existed as well as the creation of new groups.  It also includes groups already linked to banks, which can be regarded as a proxy for sustainability of groups, i.e., they no longer require external assistance.  In comparison, an impact evaluation of PACT’s SHG program in Nepal, supported by USAID, completed in 2001 showed a cost of $40/participant (UKL 64) over 4 years.
  In Andhra Pradesh, an analysis shows the direct costs of supporting a Tier I SHG to be Rs 3105 (UKL 42.35) for the past three years or Rs. 232 (UKL 3.16) per member. So far, it appears financial resources have been used very efficiently.

Budget utilisation for the two fiscal years April 2001 – March 2003 in Andhra Pradhesh was 61%, compared with 88% in Orissa and 84% in West Bengal.  Utilisation was 69% in Delhi. (See Annex 8:  Budget Allocation and Expense Reporting by CASHE Office April 2001 – March 2003.)  An analysis shows that a major part of under spending is in Tier I activities, for which 38% of the allocated budget was spent.  APMAS budget was over half the Tier I allocation with expenditures totalling only 13% of projected costs.  This is a result of overly ambitious budgeting and APMAS increasing ability to obtain funds from other sources.  

We suggest using savings in Tier I to increase capacity building efforts to Tier I partners including expansion on a limited scale to Madya Pradesh.  Tier II under spending is primarily due to the late start on research and innovation.  We suggest expanding the role of the research and innovation fund and increasing the production and dissemination of a series of technical notes for use by partners and the microfinance sector as a whole.  
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On the whole, CASHE has done a good job managing financial resources. Eighty-four percent (84%) of project funds have been used to deliver and support project services while only 16% has been used for administrative support.  The details of budget allocation and expenditures are presented in Annex 9.   If there continue to be savings, we suggest that DFID consider a no-cost extension for CASHE to assist partners to reach full self-management, operating efficiency and financial sustainability.

12.  Specific Questions

How does promoting MF assist the poorest?  How maintain focus on the ultimate outcome on the poor?  How can MF help achieve multi-sectoral outcomes?  Is there any intelligent way to leverage SHGs to increase health and education goals?

The poor use financial services for a variety of purposes including getting out of debt, mitigating risks and investing in an array of social, financial, physical and human assets, such as home improvements, health or education.  In addition participation in group decision-making about financial management and resolution of social problems empowers women because they have more choices and options for action.  The combination of social and financial empowerment results in improved status in the family.  Studies show that combining education with financial services can enhance impacts on income, livelihood promotion, health, self-esteem and other social outcomes.

For more information, refer to a recent paper, “Analysis of the Effects of Microfinance on Poverty Alleviation” by Jonathan Morduch and Barbara Haley, a New York University Working Paper, 2002
.  The paper states that “…there is overwhelming evidence [on the impact of microfinance] substantiating a beneficial effect on income smoothing and increases to income.  There is less evidence to support a positive impact on health, nutritional status and increases to primary schooling attendance.  Nevertheless, the evidence that does exist is largely positive.”  Additionally, Morduch, et.al. insist that if microfinance is to be used to achieve impact on the poor, specific targeting of the poorest is need to ensure products and services are appropriate for this target group.

To maintain a focus on the ultimate outcome on poor there are at least three important things that CASHE can do.  One is to ensure that the poorest are being reached through targeting specific geographical areas and populations, and employing poverty measurement tools.   Second, client satisfaction and market research tools can be used to assess the financial services needs, demands and requirements of the poorest so community-based financial services are designed and adapted with these in mind.  Third, CASHE can coordinate its efforts with health, education and livelihood programs to enhance benefits.  “Benefits derived from microfinance, basic education and primary health are interconnected and programs have found that the impact of each can increase when they are delivered together.”
 

A number of international organizations have adopted some version of the “Credit with Education” approach to leverage credit and savings groups to achieve health outcomes.  The approach could be used to promote the importance of education as well.  Credit with Education uses the regular SHG meeting as a forum for brief, interactive adult learning sessions delivered by a field worker on topics covering child nutrition and health, maternal health, HIV/AIDS and basic business and finance. Since the education service “piggybacks” on financial services, the costs can be covered entirely through the interest and fee revenues on the loans.  See Chris Dunford’s paper entitled:  Building Better Lives: Sustainable Integration of Microfinance with Education in Child Survival, Reproductive Health, and HIV/AIDS Prevention for the Poorest Entrepreneurs”
 which was delivered at the international meeting of the Microcredit Summit Campaign in 2002.
Is fee-based training a reality?

The CBIs will likely require substantial funding from “third party payers” such as donors and government to pay for the costs of services to SHGs, federations and SHPIs that do not have the income to pay for technical assistance and training.  As these organizations grow more viable (especially the federations and NGOs), they can gradually build a capacity-building line item into their budgets and should be able to cover some costs.  The key for the CBIs will be to develop very high quality products that add significant value to practitioner operations and to be able to package and deliver them in a way that is affordable.

What is the value added of CARE in this sector?

CARE’s value added in the microfinance sector in India is as a capacity-builder of financial institutions serving poor women.  CARE is rapidly developing technical expertise to strengthen community-owned and operated financial institutions and to assist banks, especially regional rural banks, to go “downmarket” with their services.  CARE’s growing wealth of experience includes SHG-bank linkages, creation of federations of SHGs, and strengthening of cooperative structures and Self-help Promoting Institutions. As CASHE goes forward, CARE will build on its experience establishing high-quality, sustainable local capacity-building institutions to support the SHG movement.  Packaging and disseminating the experience widely will be extremely valuable for the sector as a whole.

CONCLUSIONS AND END OF PROJECT SCENARIO

CASHE has contributed to improvements in the economic status and quality of life of hundreds of thousands of women members of SHGs and their federated structures.  It has improved the capacity of dozens of NGOs, government programs and capacity building organizations to assist these SHGs.  CASHE has also contributed to the establishment of community-owned and managed financial intermediaries that demonstrate improving trends toward financial viability.  In at least four cases, CASHE has helped partners lay the foundation for creating new and independent MFIs.  And CASHE has been a major factor in strengthening the SHG movement in Andhrah Pradesh, Orissa and West Bengal.  The project is now well-positioned to support expanded outreach and to deepen impact and quality of services.  CASHE can also make major contributions to the wider learning and advancement of the SHG movement in India. 

To achieve its goals CASHE must realign activities to focus on strengthening the quality of services to SHGs and federations, as well as NGO partners.  The activities must include enhancing the use of SHG rating systems to improve their quality, simplifying and deepening the analysis and feedback of financial performance of partners and financial intermediaries they support.  CASHE needs to reduce the number of Tier II partners and focus on building sustainable capacity building institutions.  Simplifying procedures and tools for technical assistance and training will improve the potential for replicability of CASHE institutional strengthening approaches.  CASHE will also need to more systematically identify and analyze the lessons learned in the project about products and services, delivery structures and systems, costs and benefits and so on, documenting and disseminating these throughout the microfinance sector.

By the end of the project it is expected that CASHE will have

· provided direct assistance to partners to serve over 300,000 SHG members;

· improved the quality of SHGs so that 80% are performing at A or B rating levels;

· assisted over 60 federations to provide efficient and financially sustainable services to their members;

· significantly improved the number of SHGs and federations receiving loans directly from formal banking institutions;

· created at least four self-sufficient MFIs;

· established at least seven sustainable capacity building institutions;

· developed new models for regional rural banks to provide services to SHGs whose members are very poor;

· placed the Revolving Loan Funds in a mechanism that builds institutional capacity to leverage new capital from existing financial institutions; and

· contributed to an improved policy and regulatory environment for SHG lending.  

The experience to date and motivation and determination of CASHE staff and collaborators gives us confidence that these objectives are achievable. 

Annex 1.1

Terms of Reference

Terms of Reference for the 42 Month Review of the CASHE Project

1.
Context 

1.1
Department for International Development (DFID) is committed to work strategically in partnership with Governments, civil society, private sector bilateral and multilateral Donor agencies with an aim to reduce the proportion of poor people living below poverty by half by 2015. 

1.2
In late 1998, DFID approved the Credit and Savings for Household Enterprise Project (£ 9.85 m over 1999-2006). CASHE is a poverty-focused project designed to address the fundamental problem of low incomes among poor rural women and their limited control over that income.  The project is being implemented in rural areas of Andhra Pradesh, Orissa and West Bengal. The ultimate goal of the project is to increase significantly the incomes and economic security of poor women and their households.  The purpose of the project is to increase the availability of a wider range of microfinancial services to poor rural women and their use of those services.
1.3
The project has a three-tier structure that seeks simultaneously to address major constraints and failures across the rural microfinance sector. The project proposes to increase the number of providers by working in partnership with NGOs to establish and support savings and credit groups on a self-help basis at the community level and then organising “federations” representing these groups.  These federations will in turn be assisted to provide professional support to self-help groups and to act as financial intermediaries, accessing external sources of finance on a sustainable basis.  The main project component (“Tier 1”) will provide loan finance and technical assistance to NGO partners to help them establish self-help groups and to build federations and/or become sustainable providers through a dedicated line of credit . Tier 2 will provide technical assistance to existing microfinance capacity building providers to help them develop sound practices, build capacity and foster innovation. Tier 3 will help to support initiatives towards the improvement of the operating environment for microfinance at national and state levels by addressing regulatory, policy and procedural constraints. CARE will collaborate with promoters, policy-makers, bureaucrats and donors covering the sector to achieve these objectives, undertaking strategic research and targeted campaigns where appropriate. 

1.4 Although the project implementation began in April 1999, Government of India approval was received only in December 1999 and staff was recruited during 1999 and 2000. The Project design planned for three milestone reviews and the Mid Term (or Output to Purpose) Review is planned as the second such review. This review is scheduled to take place 42 months or 3.5 years into the project. The review will assess the project's achievements against output and purpose indicators, review the design and propose an end-of-project scenario. (Project Memorandum para 4.6.4). 

This review will be set in the context of ---

a)  significant ongoing changes in the Micro finance sector in India 

b)  CARE and DFID’s sharper focus on poverty elimination 

c)  partnerships with state governments and other mainstream microfinance initiatives in the country

2. Purpose Of Review

2.1
The consultants are expected to review the key aspects of the processes established, the progress achieved and the impact made by CASHE so far. They will provide recommendations to CARE and DFID to bring in such modifications that ensures that the project achieves its intended goal. 
3. Scope Of Work

3.1. The main objectives of the review will be to:

· Assess the progress made so far in context of the processes established in the project and at the partner level

· Assess the output of the interventions and implementation of processes

· Identify areas that need specific attention and redesigning of interventions, where necessary

· Provide recommendations about the project implementation strategies so as to get the desired outcomes / effects

3.2 The consultants will be required to support CARE and DFID with the following analysis and identify gaps that need to be addressed. All analysis should closely be linked to project outputs and indicators in the logframe. 

3.2.1 TIER I

· Are the NGO partners committed and capable to promote or deliver sustainable financial services and reach poor women? (Output 1)

· (Focus on Apex, Phase II) Have the PNGOs that have completed two years of partnership with CASHE, been able to promote client owned, managed and governed MFIs? Are these MFIs being able to deliver a wide range of sustainable financial services and reach poor women? (Purpose level OVI 2)

· What are the nature and extent of technical support needed and being provided under partnership development? (OVI 1.1.2, 1.1.4) 

· What have been the qualitative and quantitative outputs by these NGOs? Based on the progress so far, what added inputs are needed in the design of partnership development process? (OVI 1.1,1.2)

· What have been the qualitative and quantitative outputs of the newly established clusters / federations (I year old)? Have the systems / strategic processes been effectively established? (OVI 1.3,1.4) 

· How far has the CASHE RLF been effective in developing capacities of effective fund management? (OVI 3.1.3.2, 3.3) 

· What systems have been put in place to ensure strategic and effective use of CASHE RLF? (Keeping the dynamic nature of the microfinance market in mind)? (OVI 3.3)

· What are the necessary recommendations to make the Tier I strategy more effective? 

3.2.2 TIER II

· Impact of tier 2 interventions on partner capacity (OVI 4.1, 4.2, 4.3) 

· To what extent is CASHE meeting the increasing demand for technical assistance from tier II partners and also the government, banks and other institutions? To what extent is the technical assistance cost covering and demand driven? (OVI 4.4,4.5)

· Has CASHE been able to identify innovations in the sector and plans to use them for long term and wider impact in the sector? (OVI 5.1)

3.2.3 TIER III

· What contributions has CASHE made in bringing about a conducive microfinance environment in the CASHE operating states? (OVI 6.1.2, 6.1.2)

· What mechanisms / strategies are in place to ensure contribution by CASHE on national level policy issues? (OVI 6.1.2, 6.1.2) 
3.3.4 PROJECT LEVEL ISSUES

· Define the contribution of CASHE within the overall CARE and DFID India strategy, particularly in the light of changes in overall organisational strategies since project approval. 

· Review the process of internalisation in the light of the recommendations of 18 month review 

· Review the CARE-APMAS relationship in the light of 18 month review report of APMAS ( which is due for June 2003), 

· In the light of graduation of SHGs and Federations to higher planes of activity, review the need to intersperse livelihood interventions in CASHE project  

· Identify the key differences in the CASHE experience in the three states : AP, West Bengal and Orissa. Evaluate whether differential context specific strategies need to be followed in the three states. In case of substantial underspending , investigate the reasons for this , and make recommendations for better utilization of project funds , by either changing allocations among states or taking on extension of activities to the fourth state of MP where DFID and CARE are active. 

· Logical framework:: What overall progress has been made against logframe indicators at output and purpose level (with special focus on those identified for the MTR)? Are there any major changes in the assumptions?

· Reaching the Poorest: To what extent has CASHE been able to strategize and reach out to the poorest?

· Human Resource: How well is the project structured to best use the human resources optimally? What more can the project do to maintain a good quality staff in the dynamic microfinance market?

· Monitoring and Evaluation: How effectively has the monitoring of the project been done internally? Have the processes been successfully established and are they effective?

· Budget: Have  the financial resources been used efficiently to achieve the expected output from the project 

· Recommendations for the balance budgets available within the project in terms of extending the project life and expansion of CASHE to a new state.

· In the light of the current mF scenario in AP what should be the strategic thrust of CASHE in the state. Is a phasing out and withdrawal strategy necessary or should there be a realignment in the activities under CASHE within AP itself ?

· Are there any other strategic issues that have emerged, that were not fully foreseen at project design stage and how should CASHE be responding to these?

4. Expected Outcomes and Deliverables

4.1.   The consultants will produce a review report (in Arial Font 12) not exceeding 30 pages, excluding annexure and an executive summary of up to three pages. In consultation with CARE, the consultants are encouraged to produce a summary table reporting against logframe outputs and indicators and whether the assumptions in the logframe are still valid. All reports are to be submitted in three bound copies, and one unbound copy. A soft copy on floppy/CD/email attachment will also have to be submitted. The consultants will also be requested to make presentations of their methodology and key findings to CARE and DFID.
5.
Conduct of the Work and Timing

5.1. A two member team will be contracted by DFIDI for an indicative 20 days each (on average 4 days each for 3 states (12 days); meeting other stakeholders – SIDBI /CARE HQ etc - 3 days, in districts).  Meeting with CARE and DFID before and after review (2 days).  Report writing 3 days.

The consultants will work closely with the CARE team at HQ and state offices. The lead consultant will be responsible for the delivery of the output (section 4) and co-ordination of the inputs from the team. The review will be undertaken over a period 30 days between August 18 to September 16, 2003. The consultants will submit draft report by 9 September 2003 and final report by 16 September 2003.

5.2. The consultants will refer to Project Document, annual, mid year reports/ reviews, eighteen month reports/reviews, other documents and conduct dialogue with CARE senior management, CASHE staff at HQ and three states, CASHE partners, Government, Civil Society, SIDBI, NABARD, training institutions and other support agencies in West Bengal, Andhra Pradesh, and Orissa and elsewhere. 

5.3
The consultants will be responsible for all logistical arrangements including travel and boarding at various places of their visit. CARE will provide all possible help to consultants in accessing documents, reports and meeting important stakeholders. 

5.4
The consultants may need two substantial half-day meetings with representatives of the DFID India at Delhi before starting work and while submitting draft findings. Key personnel from DFIDI may join the consultants during their discussion/field visits.

6. 
Reporting Requirements

6.1
The DFIDI Enterprise Development Adviser (Prof. Reshmi Mitra) with the Project Officer (Felix Anton) will be the key contacts from DFID India for the consultants. The project officer will be the first point of contact for all communication related to contract, payments etc. 

7.
Competency and Expertise Requirement
7.1
The consultants will have experience in conducting strategic overviews. They would also have demonstrated experience of having provided policy advice to Governments, Bilateral agencies and practitioners. 

7.2
The consultant should have understanding of delivering sustainable micro finance services through self help group and other methodologies.

7.3
The consultant will have strong interpersonal skills and the ability to work with a variety of stakeholders groups. 

Key Contacts 

DFID India : 
Reshmi Mitra (Enterprise Development Adviser), and Felix Anton (Project Officer)

CARE      :
Vipin Sharma , Project Director (CASHE ),, Assistant Country Director (Social and Economic Development), R.Devaprakash (CASHE-Technical Support Specialist), K.Rathna (CASHE-System Analyst), H. Ramesh (PM, AP), T.Debnath (PM, West Bengal), Nagendra Acharya (PM, Orissa), Ravi Narsimham (RIM)
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DATE
PROGRAM

19th August

Tuesday
Meeting with DFID and CARE at CARE Office

Lunch: CARE office

Presentation by CASHE team:

· The Project Overview

· Detailed presentations

· Tier I, II, III

· M&E and Impact Assessment

· Other initiatives

· Financial Status

Discussions on Future strategies

20th August Wednesday
Individual interviews with CASHE CIHQ staff

Meeting with ACD SED

Discussion on field plan with CASHE team

Depart for Hyderabad by 9W (Stay at Hotel Viceroy)

21st August


Interaction with CASHE team and presentation of CASHE progress in the State

Interaction with CASHE partners

Presentation by APMAS

Meet with tier II partners – RASS – discussion on tier II

Presentation of the material developed by CASHE AP.

Departure to Hotel Viceroy

22ND August


Transit to Ramayampeta

Interaction with PNGO staff - Navajyothi

Interaction with IGP Clients

Lunch with Dubbaka MACS Board Directors

Interaction with MACS Board Directors

Interaction With Bank Managers

Transit to Hyderabad

23rd August
Transit to Parvathagiri, Warangal

Interaction with SHG members and observe convergence efforts of MARI

Lunch at Parvathagiri

Meeting with bank

Transit to Warangal

Meeting with CDF

Meeting with PSS

24th August
Transit to Hyderabad

Meeting with APMAS

Review documents

DATE
PROGRAM

25rd August


Interaction with CGM/GM NABARD

Presentation of CASHE Monitoring System

Interaction with CASHE staff

Debriefing with CASHE

Meeting with ARLP

Meeting with BASIX

26TH August
Hyderabad-Bhubaneshwar – Morning flight

Document review

27th August
Presentations by CASHE team

Discussions with CASHE team

Meeting with Directors of Parivithan and FARR

Transit to Gram Uthhan

Night halt at Gram Uthhan

Discussion with Core Staff of GU

28th  August
Field visit to Gram Uthhan

Meetings with SHGs

LUNCH

Transit back to Bhubaneshwar

Depart to Sambalpur

29th August
Arrival at Sambalpur

Field visit to BISWA Operational areas

Interaction with District level stakeholders

Interaction with BISWA Staff

Depart to Bhubaneswar



30th   August
Arrival at BBSR

Interaction with Secretary, W & CD cum Convenor, EC of Mission Shakti

Interaction with SIDBI

Interaction with other Stakeholders

Debriefing with CASHE



31st   August
Depart for Kolkatta by morning flight

Meeting with Kim Wilson, CRS South Asia Deputy Director

Document Review

1st September
Document Review

Report discussions and outline.

2nd  September,
Discussions with the CASHE team and Presentation

Discussions with SPADE

3rd September
Visit to SMS Nadia

Field visit to SHGs

4th  September
Meeting with Department of PRD, WCD, Forest

Meeting with SIDBI



5th  September
Visit to Bagnan Mahila Credit Cooperative

· partner staff visit, field studies

Depart for Delhi

6th  September
Report writing

7th September
Document Reviw

Report Writing

8th September
Report Writing

9th  September
Teleconferencing with important stakeholders

Debriefing with CASHE staff and discussions

10th  September
Presentation of findings to DFID and CARE India and CARE US staff

11th
September
Stack Departs for US

14th  – 22nd September
Report Writing
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PARTIAL LIST OF CONTACTS

Delhi

Vipin Sharma, Program Director, CASHE

R. Devaprakash, Technical Support Specialist, CASHE

K. Rathna, System Analyst, CASHE

Prabhat Labh, Financial Specialist, CASHE

BV Narasimham, Manager, Research and Innovation, CASHE

Steve Hollingworth, Country Director, CARE

V.S. Gurumani, Assistant Country Director, CARE

Reshmi Mitra, Enterprise Development Adviser, DFID

Felix Anton, Programme Officer, DFID

Ajay Kumar, Programme Officer, DFID

Andra Pradhesh

H. Ramesh, Program Manager, CASHE

Murali Krishna M.K.S., Technical Support Coordinator, CASHE

P. Madhavi, System Analyst, CASHE

B.B Chinnapa Reddy, Partnership Coordinator, CASHE

Y. S. Prasad, Partnership Coordinator, CASHE

K. Vasu, Partnership Coordinator, cASHE

N. Sudhakar, Training Coordinator, CASHE

B.Srinivas, Training Coordinator,CASHE

T. Praveena, Training Coordinator, CASHE

R. Janaki, Administrative Assistant, CASHE

Manohar Rao, CEO, Navajyothi, Medak

Prem Chand, CEO, Krushi, KarimNagar

G. John, CEO, PSS, Warangal

R. Murali, CEO, MARI, Warangal

Ms. RamaJyothi, MARI, Warangal

Mr. Nimmaiah, CEO, PEACE, Nalgonda

Raja Rao, CEO, SEVA, Warangal

Ravi Kuma, CEO, AWS, Mahabubnagar

Muni Rathnam, CBI Manager, RASS, Tirupathi

PurnaChandra Redd, Technical Consultant, RASS, Tirupathi

Mr. Raja Sekhar, District Project Manager, Velugu

Mr. Kaja, District Project Manager, Velugu

Mr. Madhu, District Project Manaager, Velugu

Leena Rajya Laksh, Assistant Project Officer, DRDA

J.R. Sarangal, Chief General Manager, NABARD, Hyderabad

B.R. Bhattacharjee, Deputy General Manager, NABARD, Hyderabad

Dr, O, Kotaiah, Chairman, APMAS

CS Reddy, CEO, APMAS

LB Prakash, Associate VP, APMAS

R. Sl Sharat, DFID Representative, Andhra Pradesh

Satya Prakash, Tucker, Programme Coordinator, AP Rural Livelihoods Programme

Vijay Mahajan, Managing Director, BASIX

Dr. V. Poornachandra Reddy, Project Director, Rashtriya Seva Samithi

Director, Community Development Foundation, Warangal

Orissa

Nagendra Acharya, Program Manager, CASHE

Amulya Mohanty, Technical Support Coordinator, CASHE

Mohan Baliyarsingh, Partnership Coordinator, CASHE

Narendra Nayak, Partnership Coordinator, CASHE

Bishnu Panda, Parnership Coordinator, CASHE

Khetramohan Khuntia, Training Coordinator, CASHE

Srimant Patra, Training Coordinator, CASHE

Sanjob Puhan, System Analysit, CASHE

Tarunya Tripathy, Administrative Assistant, CASHE

Suryamani Roul, STEP, CARE India

Basant Mohanty, STEP, CARE India

Shreekant Das, Manager, SIDBI

Bijay Kumar Bose, General Manager, SIDBI

Subrat R. Mohanty, Executive Director,Manav Vikash

C.R. Patatnayak, Regional Coordinator, Entrepreneurship Development Institute of India

Supriya Pattanayak, State Representative, DFID Orissa

Bhisma Prasad Rath, Secretary, Bhoomika

Santanu Kumar Mohanty, Managing Director, Orissa Cooperative Housing Corporation, Ltd.

Pradeep Jena, Director, Orissa watershed Development Mission

Ajit Mahapatra, Kalinga Engineers, Ltd.

Santanu Kumar Mohanty, Cooperative Professional

Dillip Chotaraya, Executive Director, OSCARD

Subrat Yumar Singhed, Former Executive Director of RGVN

Director, Mission Shakti

West Bengal

Tarun Debnath, Program Manager, CASHE

T. Bhattacharya, Director Graduation, CARE

S.B. Saha, State Program Representative, CARE

Saurabh Baroi, Programme Coordinator, CASHE

Malini, Training Coordinator, CASHE

Arabindo Nandi, Technical Support Coordinator, CASHE

2 additional Programme Coordinators

1 additional Training Coordinator

Tarun, Systems Analyst

Sibani, Administrative Assistant

Shumon Sengupta, DFID Representative

Rajeshwar Mishra, Centre for the development of Human Initiatives

Sankar Kumar Sanyal, Managemetn and Industrial Consultant

Saneesh Singh, Assistant General Manger, SIDBI

Tushar Kanti, Ghosh, CEO, Reseources Development Foundation

Dr. Ashoke Sarkar, SPADE

Chair and Staff of Shreema Mahila Samity

Dr. Ghosh, Working committee, WB Microfinance Network

Dr. Sanyal, Working committee, WB Microfinance Network. 

A.K. Rooy, Working committee, WB Microfinance Network

Radip Homechowdhury, Working committee, WB Microfinance Network

Grammin Bank Staff

Forest Department

Director, Panchayat and Rural Development Department

Bagnan Credit Cooperative Staff

Kim Wilson, South Asia Deputy Director, CRS
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Annex 3 – Savings Products of Sreema Mahila Samity

Savings Products of Sreema Mahila Samity, Nadia, West Bengal

Product
No. of Accounts
Amount Saved (Lakhs)
Average Savings

1. SHG Mandatory Savings (group)
2582
38.48

(3,848,000)
1,490

2. Voluntary Savings (individual)

2.1 Regular savings account (for SHG or Individual)
66
.90

(90,000)
1364

     2.2  Recurring Accounts
270
2.8

(280,000)
1037

     2.3  Fixed Deposits
5
.4

(40,000)
8,000

     2.4  RIP-Reinvestment Plan
20
1.2

(120,000)
6,000

Annex 4
Annex 5.1

Annex 5.I  The Two Main Models of Microfinance in India

Salient Differences Between the Two Models


Self-Help Group Model
MFI Model (Grameen, and variants)

Essential difference
Both models use groups to lower transactions costs and secure joint and several liability (although this tends to be moral as much as enforceably legal in both models, the main sanction being denial of access to further loans). However, the SHG model has larger groups, with more autonomy, in that the loan is  made to the group as a whole, with the group deciding on distribution of loan, purposes, terms etc. Potentially very low transactions costs.
Smaller groups (of 5) clustered into larger centres (of typically 5-6 groups) in the pure Grameen model, but this has been modified by hybrids, and in the CASHE project  groups are the same size of between 10 and 15 across both models. Loans made to individual group members, requiring much more accounting, which is sought to be reduced by standardization of loan size, everyone on the same cycle, etc. Since loans are individual, Grameen hybrids have flexibility to make loans to just a few members at a time, and everyone does not have to be on same cycle.

Incidence of Cost
Up-front cost of organizing and nurturing groups borne by exchequer, or donors, as a “public good”, or “social capital”, through subsidies and grants. On a macro level very much more expensive. 
Cost of organizing and intensive training of groups  internalized in the first instance, borne by MFI, recovered through interest paid by borrower in the long run, when and if MFI wipes out accumulated losses of early years. Grants not essential, MFI can become viable on basis of loans of sufficiently long term, subordinated debt etc, although equity support highly desirable.   

Empowerment
Much stronger. Savings and credit administration handled by group members, leads to skill formation which helps in larger social and financial arenas, including apexes if formed. 
Groups much less autonomous, although some skills developed through management of savings not centralized by MFI, and of internal emergency lending. However most savings and credit administration handled by MFI field workers and branch offices. 

Training requirements
Less financial-skills related, more behavioural in nature relating to group discipline and leadership. Financial skills already possessed by bank branch staff. Relatively technical and specialized financial skills have to be imparted only to apex staff and leaders. However book-keeping training essential to groups or village book keepers.
Highly technical for much larger numbers of MFI staff, since the average MFI is much larger than an SHG apex, if formed at all. Same sophistication of skills required as in other forms of banking, with added complication of much larger number of loans, making computerization essential.

Savings 
More savings centred. Prior savings necessary before outside borrowing allowed. Bulk of savings stay with group for internal lending and  accessing direct linkage loan, although some savings contributed to apexes, if any, as share capital and voluntary savings
Lower initial savings, savings generated over time out of enhanced income rather than prior savings, which can be a  problem for the poorest. Relies less on own savings to fund credit.

Loan Size and Use
Lower loan size, since limited by savings for both internal and external loans. Under linkage programme, initial and repeat loans often delayed, and sometimes denied for reasons that have nothing to do with eligibility or quality of groups.   Poorer  borrowers, because of lower loan size, tend to take longer to move on from consumption smoothening or retirement of moneylender debt to asset accumulation
Prior savings do not rigidly limit loan size, so that initial, successive, and average loan size larger if MFI can access external borrowings. Can deliver more credit per borrower in the short to medium term and lead to more rapid asset accumulation

Breadth of Outreach
Potentially larger, provided subsidies and grants for forming and training groups forthcoming. Also, because training requirements simpler (although still vast) and  existence of huge branch banking network to provide linkage loans
MFIs seeking to recover their  group formation and training costs and grow sustainably will take longer to reach large numbers

Depth of Outreach
Potentially shallower, since self-selecting groups will tend to practice exclusion given the high proportion of own funds involved. NABARD programme not explicitly targeted at the poor, although low average loan size has affect of limiting it to them
Potentially deeper, since MFI has more influence over group composition and in a better position to target. Moreover because borrowers more passive, easier to include poorest in groups training. However, self-exclusion affects both models, and has to be pro-actively overcome

Legal form
SHG itself informal, apexes formal 
MFI may move from being a registered NGO to a legal form more suited to intermediation on a larger scale (with clear provision for  equity, and perhaps accepting non-member deposits)

Graduation
To sustainable federated structures in some cases, with some individuals under both models accessing individual loans from the banks
To sustainable MFIs as permanent institutions accessing commercial funds as the bottom end of the an integrated financial system, with MFIs specializing in retail lending to the poor and relying on the rest of the financial system to mobilize savings and channel them to MFIs



Main advantages
Empowerment, reaching larger numbers with smaller loan amounts in the short to medium term
Lower public cost, higher loan amounts to larger numbers in the longer run. Not limited by possible weaknesses stemming from requirement of member ownership and control (empowering though these are, if they can be achieved). 

Annex 5.2. The Debate on Federations

The common ground that has emerged in the debate so far was usefully summed up at a National Workshop held in AP recently where CASHE also shared its experiences. The broad consensus was that federations are necessary provided they add value and do not compete with their member SHGs. Their promotion should be process-oriented and built on a foundation of strong primaries (groups). Leadership training and strong accounting systems are essential. Whether they are essential to ensuring the long-run institutional and financial viability of SHGs depends on a host of local factors, but in many conditions they hold out the prospect of significant advantages, justifying the extra training and financial resources required. Much further experimentation and accumulation of experience is necessary, however, on a host of unresolved issues. 

One of the relevant factors is the attitude of the banks and the progress of the linkage programme. Where the banks are clearly persuaded that there are transactions cost advantages in lending in bulk to the federations and that it is not too great a concentration of risk to do so, the argument for federations as financial intermediaries is greatly strengthened. Of course there are other finance-related services federations can provide other than bulk borrowing such as transferring funds to groups with unsatisfied loan demand from cash surplus groups (idle funds with SHGs in AP was identified as a major problem by a recent APMAS study). Other essential services are bookkeeping and accounting training, and on-site assistance, and auditing, all of which help to facilitate direct linkages with the banks. These services could be provided by SHPIs themselves, for a fee, but federations offer SHPIs a way to exit if they want to. Even without bank borrowing, federations in the CASHE project have the great advantage that they can start learning by doing on the basis of RLF funds. It takes several years for group leaders to emerge to take on higher levels of leadership. Also, the best way to interest the banks is to present them with successful demonstrations that makes it all the more important to emphasize quality over numbers. 

Federations: Some Arguments in the Debate

                               Against






For
Federations were a necessary but temporary measure when very few branch banks were willing to deal with SHGs
If federations can be established successfully the banks themselves will prefer to make larger loans to federations, depending on the creditworthiness and track-record of the  federation concerned. There is evidence that individual SHG loans are insufficiently profitable, although a solution here is to lift “social control” on interest rates 

The SHG itself achieves the necessary “bulking” function and there is no need for the federation to bulk them further
The greater the bulking the greater the economies of scale 

India does not “need” another type of financial institution
Designed to fill a clear gap, support SHGs once created,  lower bank transactions costs further, provide an exit option for SHPIs, and a larger arena for empowerment

Federations will need supervision but will not receive it
Important point. Apart from registrars, banks will serve this role while making lending decisions and monitoring loans, until supervision and regulation can be put in place for the microfinance sector as whole 

Benefits of SHGs already skewed away from needy to powerful. Now whole groups will be marginalized
No evidence that this is usually the case. Nevertheless a concern that needs guarding against. Federations also offer a  means of favouring good groups of poor members who have inadequate savings to access sufficient loans 

Organizing SHGs hard enough, promoting federations even tougher, requiring longer hand-holding. 
True, but also offers a permanent hand to constituent SHGs

Perpetuates dependence on external assistance
External (loan and technical) assistance only moved one level higher up from where it may  be easier to deliver

A single SHG not large enough to be worth “hijacking”, a federation a more attractive target
To be seen, and guarded against

Federations, constituting an added layer, will increase interest burden and demands on time
Extra interest and time only worth it if it brings added value. SHGs have right to stay out.

Banks and MFIs have to compete for SHG business. Federations on the other hand can “demand” loyalty
All potential providers should compete for business. Federations will widen, not narrow options

Annex 5.3.  Experience On Federations from Andhra Pradesh

AP is in the forefront of federation formation in the country, building on the experience of UNDP’s SAPAP programme in 20 Mandals where a three-tier structure was set up consisting of SHGs --- Village Organizations (VO) --- Mandal Federations. The World Bank- financed Velugu programme is replicating this pattern almost state-wide in 850 mandals, with the second tier, the VO being the main financial level, with a maximum of 25 groups, and the mandal level third tier, the Mandal Samakya restricting itself to social issues. 

Importantly, groups may opt to stay out of a VO, which are to be purely voluntary, attracting groups to join because of their advantages. Apart from an initial membership fee of Rs 20-40 fee per group member, each group contributes Rs 400 per year for support services. These consist of book keeping services through three or four Village Book Keepers per VO (to be paid Rs 25-30 per month per group), auditing, and assistance in securing bank linkages (apart from the possibility of bulk borrowing). Procedures are laid down for formation of the general body of all members, election of an Executive Committee, appointment of office bearers, registration as a MACS, and limiting the power to issue cheques to officers of the VO (and not government officials). 

CASHE is an important part of the ongoing experience accumulation but it needs to be carefully documented. CASHE’s federations are on a larger scale than Velegu’s, and situated primarily at the mandal level. Out of 52 federations created, nine are more than two years old and thirty-eight were created in 2002.   Five federations had not yet started lending as of March 2003.  In a report of the performance of 46 federations, portfolio-at-risk < 30 days was 97% but reduced to 2% for 31-60 days and 1% > 60 days. Clusters are to support the federations with loan appraisal functions. 

The team visited a relatively well-documented and large mandal-level MACS, Dubbaka Navajyothi MACs promoted by the partner Navajyothi, with 1850 members, in Medak district, and Annex 5.3 contains some data on the fourteen MACS promoted by the partner MARI in Warangal district. Since the MACS act does not allow SHGs to become members of the federations, the membership is treated as consisting of individual members of the groups although in practice the groups are treated as the operational members. Typically, each member contributes a membership fee of Rs 20 and share capital off Rs 300-500, with Rs 300 coming from the group as a whole towards opening an account in the bank the federation uses. In addition some groups pay an add-on to the interest they pay to the banks on direct linkage loans (three percent in the case of Dubbaka) to the federation as service fees for facilitating the linkage. (These service fees were the most important source of funds in Dubbaka but it is not clear how widespread this practice is, since some groups object to it). Lastly, groups also deposit savings in the federations on which they earn about 1 percentage point higher than in the banks.

APMAS has done a Quality Assessment of Dubbaka but failed to include costs borne by the promoter in the operational self-sufficiency ratio of 142 percent. The governing body is strong. The repayment rate is slightly below the ninety percent laid down under the new guidelines for bank financing (See Box). Interestingly the 187 member SHGs themselves at the base of the structure get a collective grade of only B and need to be strengthened. They would presumably not satisfy the goal of seventy-five percent of A groups under the new guidelines. It is not clear how many of the 52 MACs being promoted by CASHE in AP are providing value added services to their groups, including accounting and book-keeping assistance. 

Operational costs, mainly salaries, are being borne primarily by the partner at present as Annex 5 shows, but will be borne entirely by the federation  by EOP. This seems a feasible goal provided the federations can expand their lending.  MARI regards federations of 1200 to 1500 members as being optimal, and estimates that to meet the operational expenses of about Rs 10,000 a month the federation must have a portfolio of loans outstanding or Rs 20 to 30 lakhs. About a third of the funds base is expected to come from own sources and the rest from borrowing. The federations promoted by partners have depended crucially on RLF funds to initiate lending, on which MARI charges a 3 percent margin and the federation 4.5 percent. As the partners phase out, the margin will be taken entirely by the federation. Many of the federation staff at EOP will be partner staff who have chosen to be absorbed by the federation. 

Apart from Dubbaka which has been sanctioned (but not disbursed) a loan from the local RRB (of Rs 37.5 lakhs) none of the partner promoted federations have obtained bulk loans from the banks yet. However, we were told that about 100 MACS have received such loans statewide, and now that guidelines for the banks to lend to MACS have been issued by a Working Group set up the state government with NABARD as secretary, such borrowing should pick up. 

.


Whether federations emerge successfully as the mainstream culmination of the linkage programme in AP depends a great deal ongoing efforts, including those by CASHE. Since it is focussing on mandal level federations it will provide an interesting counterpoint to the smaller federations being promoted by Velegu of about 500 to 600 members ) The assumption is that VOs with members living in the same village or in habitations within walking distance of each other, are more likely to be institutionally viable because of the advantages they will have in face-to-face dynamics and genuine ownership. Their training requirements may also be a little less challenging. Their main emphasis is on support their groups through provision of accounting and other services as much as to secure bulk funding, which is a role CASHE needs perhaps to give more emphasis to in its larger federations. However these advantages may be offset by economies of scale and economic viability considerations.
 

Apart from the appropriate number of levels and distribution of functions between them, other issues are the degree of autonomy groups should retain, whether financial and social intermediation should/can be combined, should federations promote new groups of the poor, etc.

The Table below contains data on the fourteen MACS promoted by MARI. Sixty-eight percent (68%) of SHGs in the MARI “command” area have joined the MACS.  The MACS have generated from their own funds (savings, shares, retained earnings) 75% of the amount of loans outstanding.  As reported by MARI, the MACS are covering 46% of their operational costs with four MACS already covering over 60% of their costs. It is expected that all costs will be covered by the federation by EOP. This seems a feasible goal because of the availability of RLF if the bank lending is slow to develop. It also underscores the importance of RLF continuing to available to the federations after EOP, perhaps as long term subordinated debt, a form of quasi-equity.  

Situation Fourteen MACS Supported by PNGO MARI













Name of the MACS
No. of groups in the command area
No. of Groups Joined Federation
Percentage of Groups in Area Joining Federation
No. of Member in Command Area
No. of Members Joined Federation
Percentage of Members Joining Federation
Own funds mobilized
External source mobilized (RLF)
Loans outstanding
Own Funds as Percentage of Loans Outstanding
Income earned
Total Operational Expenses
Operational Expenses met by MACS
Operational Expenses met by MARI*
Percent Operational Cost Covered by MACS

No.

















1
STHREE SHAKTHI
73
70
96%
1063
1018
96%
219140
130000
353650
62%
35478
57874
7874
50000
61%

2
PAVITHRA
98
70
71%
1353
974
72%
204200
84000
298100
69%
26490
58390
8390
50000
45%

3
BHAGYALAKSHMI
100
81
81%
1451
1164
80%
248760
32000
299900
83%
39493
58082
8082
50000
68%

4
STHREE CHAITANYA
87
70
80%
1209
989
82%
214050
160500
361250
59%
21394
47857
5857
42000
45%

5
MAHILA PRAGATHI
69
57
83%
1013
814
80%
168300
0
158860
106%
21319
46657
4657
42000
46%

6
BHARATAMATA
86
74
86%
1235
1066
86%
264800
120000
400800
66%
34475
48505
6505
42000
71%

7
SUBHASHINI
79
52
66%
1148
774
67%
168850
0
176800
96%
19649
45344
3344
42000
43%

8
JYOTHI
95
41
43%
1371
579
42%
140255
0
147800
95%
15271
40330
1330
39000
38%

9
SWAYAMKRUSHI
98
65
66%
1440
973
68%
209200
160000
383700
55%
27538
41483
2483
39000
66%

10
DHANALAKSHMI
81
36
44%
542
542
100%
109150
0
114100
96%
9212
38022
2022
36000
24%

11
JHANSI
65
27
42%
302
302
100%
130710
0
141300
93%
15075
31405
1405
30000
48%

12
ADARSHA
85
44
52%
532
532
100%
103860
0
106500
98%
9968
37192
1192
36000
27%

13
KRUSHI
73
55
75%
690
690
100%
80656
0
78400
103%
6685
37345
1345
36000
18%

14
SAMMAKKA-SARAKKA
94
57
61%
824
824
100%
102709
35000
132000
78%
7408
39656
3656
36000
19%


TOTAL
1183
799
68%
14173
11241
79%
2364640
721500
3153160
75%
289455
628142
58142
570000
46%


*CASHE Operational Grant
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FINANCIAL INFORMATION & RATIOS FOR THE PREVIOUS FISCAL YEAR:  April 02–March 03

CASHE Project:  Andhra Pradesh
FINANCIAL INFORMATION & RATIOS
Navajyothi
MARI
PSS
AWS
PEACE
SEVA
KRUSHI
DRDA Khammam

Duration of Partnership with CASHE
3rd year
3rd year
3rd year
2nd year
2nd year
2nd year
2nd year
2nd year

Total Number of Members
10,905
17,277
12,018
14,056
7,205
4,030
9,240
10,172

Total Volume of Loans Outstanding on 31st March 03
19,294,899
38,946,743
26,149,631
55,180,068
10,098,945
3,196,122
31,907,000
23,127,231

Total Savings Mobilized 
10,583,060
24,080,588
10,939,340
19,048,889
8,440,459
40,80,139
15,168,000
11,335,041

Savings with the NGOs









No. active loan clients/ staff member
9269/12 = 772
13822/22 = 628
10816/24 = 450
11947/14 = 853
5403/12 = 450
3820/14 = 273
7392/6 = 1232
9660/9 = 1207

Avg. Loan Size
2300
3500
3200
4200
2800
1850
2100
2800

Avg. Loan Term
15
20
20
15
12
15
15
12

No. active clients per loan officer  *
9269/10 = 926
13822/17 = 813
10816/22 = 491
11947/11 = 1086
5403/8 = 675
3820/11 = 347
7392/5 =

1478
9660/7 = 1380

No. of savers
10905
17277
12018
14056
7205
4030
9240
10172

Gross portfolio outstanding per loan officer *
19,29,489
2,290,984
1,188,619
5,016,369
1,262,368
290556
6,381,400
1,951,258

Portfolio at Risk  - % age
< 30 &

> 60 days









Operating Cost Ratio

(Operating Cost /Average Portfolio Outstanding)
14.97%
11.82%
24.64%
9%
27.99%
40.51%



Portfolio Yield (Interest and Fee Income/Average Portfolio Outstanding)
37.69%
29%
29%
15%
10.96%
35%

40.32%

Savings with NGO/Total Portfolio Outstanding (only for SS & GU)
0
0
0
0
0
0



External Loan Outstanding / Outstanding Portfolio
59.44%
54.84%
71%
47.92%
0%
35%

122%

Financial Self-sufficiency : (Financial Income / Operating Costs + Loan Loss Provision + Cost of funds)
78.82%
90.62%
152%
173%
35.5%
86.96%



Return on Performing Assets (Operating profit/ Avg. Performing Assets)
42%
13.19%
27%
46.28%
6.05%
24%



Total Annual Operating Grant – Fixed Cost for Fixed Assets / Total Operating Expenses  **
0
0
0
0
10.65%
0
16.6%
0%

Donation or Op. Grant / Avg. Performing Asset ***
10.24%
36.73%
25.77%
22%
0%
37.54%

84%

Cost Per Unit Money Lent (Operating Cost / Total Amount Disbursed during the period) 
8.35%
32.90%

9.75%
6.99%
9.48%



Please Note:

· Gross portfolio outstanding per loan officer is high because the loans are taken from SHGs own savings and corpus and hence, the group leaders and members take active role in delinquency management NGO staff  provides only technical support

· Fixed Assets were provided only during the first year of partnership

· For calculation of OSS and Operational cost CARE Contribution has been included but in operating grant ratios only grants 

provided by the Government included

· To manually calculate Aging analysis of SHGs data was impossible. Hence we could not provide you this information for at MACS level the Aging analysis is being followed 
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FINANCIAL INFORMATION & RATIOS FOR THE PREVIOUS FISCAL YEAR: April 02– March 03

CASHE Project:  Orissa
FINANCIAL INFORMATION & RATIOS
FARR
PARIVA-RTAN
BMASS

(Hinjilicut)

(Federation)
BMASS

(JN Prasad)

(Federation)
BMASS (Surada)

(Federation)
GRAM - UTHAN
BISWA
SWAYNM -

SHREE

(Federation)

Date of Partnership with CASHE
19.6.00

39 months
21.6.00

39 months 
15.12.02

33 months
15.12.02

33 months
19.6.02

15 months
19.1.02

21months
10.6.02 

15months
19.1.02

21 months

Total Number of Members Cumulative
5218
5515
5653
7369
6620
7442
13681
3434

Total Volume of Loans Outstanding on 31st March 03 cumulative
3098900
1905820
3682333
3488381
2727381
6234145
4985512
2764722

Total Savings Mobilized cumulative
2847790
1914597
3554814
3395741
2037325
4528672
2844946
2904324

Savings with the NGOs cumulative
1179659

Fed.
501760

Fed.
281569
326870
227900
4528672
nil
2904324

No. active loan clients/ staff member
86
114
488
402
373
133
249
72

Avg. Loan Size
777 / shg
913/shg
36596 / shg
25696 / shg
18959 / shg
4304/mem
65457/shg
28023

Avg. Loan Term
10months
8months
12months
11months
10 months
12months
18
8

No. active clients per loan officer
105
147
684
536
447
166
312
103

No. of savers
5218
5515
5653
7369
6620
7442
13681
3434

Gross portfolio outstanding per loan officer
230991
136130
736186
581396
545476
389634
311595
345590

Portfolio at Risk  - % age

1-30  days 

31- 60 days & above (conservative/unadjusted)
1.63%

1.36%
2.54%

7.24%
1%

4%
1%

5%
17%

25%
2%

nil
00. 44%

00. 32%
14.49%

25.50%

FINANCIAL INFORMATION & RATIOS
FARR
PARIVA-RTAN
BMASS

(Hinjilicut)

(Federation)
BMASS

(JN Prasad)

(Federation)
BMASS (Surada)

(Federation)
GRAM - UTHAN
BISWA
SWAYNM -

SHREE

(Federation)

Operating Cost Ratio

(Operating Cost /Average Portfolio Outstanding)
36.8%
36%
13%
11%
6%
21.15%
23%
32.43%

Portfolio Yield or RPA (Interest and Fee Income/Average Portfolio Outstanding)
17.8%
12.7%
14.5%
15%
9.5%
11%
7. 9%
37.55%



Savings with NGO/Total Portfolio Outstanding (only for SS & GU)
52.4%
27.2%
11.5%
9.3%
8.3%
72%
nil
105%

External Loan Outstanding / Outstanding Portfolio
82%
100%
138%

no CASHE RLF
75%

no CASHE RLF
88%

no CASHE RLF
48.12%
95.87%
nil

Operational Self-sufficiency : (Financial Income / Operating Costs + Loan Loss Provision + Cost of funds)
50%%
32%
73%
96%
78%
34%
31%
63%

Total Annual Operating Grant – Fixed Cost for Fixed Assets / Total Operating Expenses
110%
115%
100%
100%
100%
65.13%
85%
79.36%

Donation or Op. Grant / Avg. Performing Asset
46.4%
48.9%
20%
20%
19%
17%
24.7%
32.04%

Cost Per Unit Money Lent (Operating Cost / Total Amount Disbursed during the period) 
17%
23%
5%
5%
4%
11%
9%
38%
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FINANCIAL INFORMATION & RATIOS FOR THE PREVIOUS FISCAL YEAR:  April 02–March 03

CASHE Project:  West Bengal
FINANCIAL INFORMATION & RATIOS
S’var
SMS
BCC
MUS
RDA
KJKS
DNSS
BIKASH
CDHI

Duration of Partnership with CASHE
May 2000
June 2000
April 2001
May 2001
May 2001
August 2001
March 2002
April 2002
March 2003

Total Number of Members
4926
30497
4918
5629
4479
4486
3013
4983
4300

Total Volume of Loans Outstanding on 31st March 03
4536138
13343044
6283483
2556416
401371
1548188
807164
300962
120000

Total Savings Mobilized 
2176766
10843000
6832382
3123060
1435349
1351031
401629
1009046
2350000

Savings with the NGOs
1144876
3649156
6832382
2693856
0
1072750
303908
0
0

No. active loan clients/ Loan officer
81
119
37
100
30
52
48
6
0

No of active loan clients/staff member
69
112
31
82
22
44
38
5
0

Avg. Loan Size
32`00
1721
7400
1800
940
1400
1060
2400


Avg. Loan Term
12
12
36
12
12
12
12
12
10

No. active clients per loan officer
215
340
213
402
298
214
188
262


No. of savers
4926
30497
4918
5629
4735
4486
3013
4983
4300

Gross portfolio outstanding per loan officer
197224
148256
273194
182601
26758
73756
50447
15840


Portfolio at Risk  - % age
0 to 30 

31 to 60 

> 60 days
70%

11%

19%
80%

9%

11%
80%

6%

16%
54%

19%

27%
70%

15%

15%
80%

3%

17%
84%

4%

12%
100%

0

0
100%

0

0

Operating Cost Ratio

(Operating Cost /Average Portfolio Outstanding)
16%
16%
8%
27%
178%
53%
24%
233%


Portfolio Yield (Interest and Fee Income/Average Portfolio Outstanding)
8%
11%
12%
16%
22%
5%
4%
6%


Savings with NGO/Total Portfolio Outstanding 
25%
27%
108%
105%
0%
70%
38%
0%


External Loan Outstanding / Outstanding Portfolio
68%
67%
0%
14%
128%
48%
71%
117%


Operational Self-sufficiency : (Financial Income / Operating Costs + Loan Loss Provision + Cost of funds)
42%
68%
87%
49%
12%
19%
16%
3%


Return on Performing Assets (Financial Income / Avg. Performing Assets)
8%
11%
12%
16%
22%
5%
4%
6%


Total Annual Operating Grant – Fixed Cost for Fixed Assets / Total Operating Expenses
80%
68%
88%
84%
100%
100%
100%
100%


Donation or Op. Grant / Avg. Performing Asset
13%
11%
8%
24%
178%
52%
24%
233%


Cost Per Unit Money Lent (Operating Cost / Total Amount Disbursed during the period) 
0.12
0.11
0.07
0.17
1.07
0.29
0.20
1.68
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Annex 10 – Governance Issues For Institutional Types

In order to understand the effect that different institutional types have on governance, one needs to look at who are the owners or shareholders and who is part of the governance structure and what is at stake for those involved.  

Microfinance NGOs.  The boards of microfinance NGOs may be consituted locally or be composed of local members and representatives of international donors or partners.  Such boards are generally composed of people with diverse skills and characteristics in order to have a balanced board.  The motivation for being on a board is generally due to a social commitment and a belief in what the institution is doing, as well as to enhance ability, credibility, and prestige.  Local board members have their reputation at stake, while the representatives of the international organizations have not only reputational risk, which extends far beyond the country in which any given affiliate operates, but also investment risk in terms of not realizing the anticipated social returns on their financial investment in the institution.  There are questions, however, about whether NGO board members can fulfill the board’s fiduciary role by assuming responsibility for the institution’s resources, especially those provided by donors.  Others suggest that a NGO board can do so as trustees of these resources.  A ranking exercise was conducted among 10 village banking networks that revealed that the support organizations of these networks found that the most important issues regarding the governance of their affiliates were the following in order of importance:  (1) assurance of affiliate policymaking consistent with the network’s preference for affiliate mission and strategy; (2) supervision of the affiliate’s management to ensure proper internal control and operational decisionmaking; and tied at a distant third (3) mobilization of financial resources; and (3) supervision of the affiliate’s management. 
 The ranking reinforces the primacy of mission as a concern of governance, but also the importance given to appropriate oversight of management to ensure controls are in place and functionning.
Credit Unions.  The credit union approach to governance is based on effective self governance rooted in moral values.  This approach of self-governance, when linked with a system of checks and balances, financial discipline, internal controls, and economic incentives will produce the most lasting financial protection.
  In credit unions, members own shares of the credit union, and each has a vote based on the democratic principles of “one member, one vote.”  Members elect their board representatives at the General Assembly.  Member ownership and control is one of the greatest strengths of credit unions, but it is also a source of some of its most significant challenges.  This is due to two key issues in credit union governance.  The first is the principal-agent problem in which the interests of the elected directors and contracted management may differ from the interest of members, which is particularly challenging when the owners are also the clients and the clients are made up of two groups (net savers and net borrowers) with different interests.  The second is the tendency of borrowers to dominate the boards, which tends to have an effect on savings mobilization and overall service provision. 

Regulated Microfinance Institutions. The shareholders of a regulated microfinance institution could include the founding NGO, other NGOs and support organizations, private investors including special equity funds, and possibly clients.  The directors are typically made up of the largest investors, and will generally have a representative of the founding NGO and possibly some other representatives (other NGOs and in some cases, even clients).  One of the governance challenges of regulated microfinance institutions is managing the various motivations and expectations of the different investors.  In general, however, the investors are seeking financial returns, and tend to assume that if the institution is well-managed and well-governed and is performing well-financially, that social impacts will automatically accrue.

Commercial Bank with Microfinance Window. The shareholders of commercial banks are private investors that are seeking financial returns on their investment.  The directors of commercial banks are also made up of a portion of these investors, who are expected to ensure  that the bank performs well financially and generates returns for its investors.  Commercial banks open microfinance windows for a variety of reasons, including: donor money available to cover product development and initial investments, government requirements, or to move into a new market to try to hamper the development of competitors who might later move up-market into traditional markets of the banks.  There has not yet been the rush by commercial banks into the microfinance markets as was initially hoped for.

Governance Challenges by Institutional Type.  

Advocates of the financial systems approach argue that commercialization or privatization of microfinance is the only way forward.  The motivation is to ensure that these institutions have access to adequate funds to meet demand.  Private, profit-maximizing investors are not coming forward to buy shares in microfinance institutions in any significant numbers, however.  Therefore, the capital would have to come through borrowing from commercial sources using the equity of the microfinance institutions as a guarantee and/or mobilizing deposits from the general public, rather than relying indefinitely on a limited supply of donor funds.  

In principle, regulation should bring improvements to the sector and to the participating institutions.  In fact, regulation and supervision have rarely improved the governance capacity of a financial institution (witness the system-wide failure of the federal savings and loans insurance corporation in the United States).  Moreover, in some contexts and for some institutions, complying with regulations would entail abandoning their clients and methodology, since it is the flexibility and informality of the methodology that allows them to serve the poor, particularly in rural areas. The profit motive alone does not guarantee good governance.  Nor is their an optimal institutional type or organizational structure that guarantees successful governance. Cooperative governance structures and even volunteer boards of concerned citizens (trustees of the public interest) can and do provide good, long-term governance of institutions that provide microfinance services. The challenge is to look for models of good governance to serve as examples and to develop appropriate standards and measures that can be applied to a wide range of institutional types.

As we have seen, there are many guiding principles of good governance, regardless of institutional type.  Nevertheless, what the governance structure looks like, how the improvements are made, and the pace at which the governance structures and processes improve will vary by institutional type.  Whereas many key challenges will be the same regardless of institutional type, some challenges will be felt more acutely by some types of institutions than by others.  Below some of the key challenges are identified for the three types of institutional types.

Governance Issues for Credit Unions

· Diffuse ownership and failure to exercise fiduciary responsibility

· Conflicts of interest due to client-owner role, particularly borrower bias

· Lack of technical skills

· Misalignment of responsibilities between management and board

· Difficulties in attracting and retaining competent staff due to low wages and lack of operational scope

· Lack of clear rules and credit rationing

· Inward looking

Governance Issues for NGO Microfinance Institutions

· Lack of clarity regarding accountability due to unclear ownership structure

· Project approach

· Lack of attention to long term institutional and financial sustainability

· Lack of financial expertise

· Absence of third party supervision

Annex 11

Annex 11 :  NABARD Models

Table 1: Description of NABARD Models

Model
% of Linkages
A Few Advantages

(Each model compared to the other two)

Model I: Banks form and finance self help groups
16%
Lower cost of group formation but groups may form for sole reason of receiving bank loan and disintegrate more quickly (Srinivasan, 2000); Slightly better repayment rate (Puhazhendi & Satyasai, 2000). 

Model II: Self help groups formed by NGOs and financed by banks
75%
Can reach poorer SHG members; greater percentage increase in net assets of members; greater increase in net income. (Puhazhendi & Satyasai, 2000).

Model III: NGOs, MFIs and group clusters are financed by banks and intermediate loans to self-help groups
9%
Higher (slightly) portion of poor members crossing poverty line. (Puhazhendi & Satyasai, 2000).

Convenient for banks interested in bulk loans but could cost members in form of higher interest.

Characteristics of Institutional Types




NGO Microfinance Institution
Credit Union
Regulated Microfinance Institution
Commercial Bank with Microfinance Window

Mission
Financial subsidiary to social goals
Social and financial
Financial (assumes social impact)
Financial

Shareholders
None
Members
Founding NGO, other NGOs, private investors including equity funds, possibly clients
Private investors

Governance
Volunteer boards with stewardship of donor funds
General Assembly elected by and from membership
Investors, NGO founders, possibly clients
Investors

Financing
Grants, donations, commercial loans, concessional loans, social investment funds, retained earnings
Member savings, institutional capital
Commercial loans, private and public investors, grants, retained earnings
Interbank loans, private investments, retained earnings, grants

Account-ability
To donors, clients
To members, credit union, regulatory agency
To investors, bank super-intendency, donors
To investors, bank super-intendency
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Annex 12:  SHG Group Strengthening vs. Financial Institution Building

From an Impact Evaluation of the Nepal WEP Programme by Jeff Ashe and Lisa Parrott, October, 2001

SHG GROUP STRENGTHENING
FINANCIAL INSTITUTION BUILDING

· Assumption: Poor can meet needs by saving and lending their savings.
· Poor need external credit

· Objective: Strengthen groups
· Create an MFI

· Duration:  Short term support, autonomy
· Permanent  institution

· Ancillary objectives: empowerment,  health, literacy, sustainable agriculture, environmental reconstruction
· Increasingly financial

· Sustainability: when groups save and lend funds with minimal support, pay fees 
· Interest income covers all costs

· Group strategy: Build on existing groups 
· Create new groups 

· NGO strategy: Involve large number of partners 
· Provide all services with own staff 

· Replication Strategy: Groups create groups on own their own account.
· Expansion carefully planned and controlled by staff.
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PROGRESS AND SUGGESTIONS FOR MODIFICATION


Narrative Summary
OVIs 
Quantitative  and Qualitative progress as reported by CASHE 
Comments

Supergoal: To eliminate poverty among poor women and their house-holds and improve their quality of life

Goal:

1. To increase significantly the incomes and economic security of poor women and their households.
1.1 60 % of Tier 1 client households able to report noticeable increases in real levels of consumption of (i) food, (ii) health, (iii) education, and (iv) shelter, linked to improved access to financial services (EOP).
Regular access to credit by SHG members enable them to invest the funds in to income generating activities and through that to increase the income at household level.   The Impact survey commissioned in Orissa reveals that the total average annual expenditure of the experimental group, at Rs.22, 311 is higher than that of the control group which had an average annual expenditure of Rs.17, 985. Within this overall increase in expenditure, major contribution has come from increase in expenses on food, medical, education and shelter.  

                                                         ( Amount in INR)

Expenditure Item          Experimental          Control

Food                                9103                          8368           

Health                             1653                          1349 

Education                       401                            213  

Shelter                             779                            456


The Orissa Mid-Term Impact Evaluation Study is a good effort, but more for its qualitative than quantitative findings. Measuring consumption or income based on recall over a full year is notoriously difficult. Second, there is evidence of self-selection bias in the treatment group. Although it had a higher share of SCs, it was also significantly more literate, usually a close correlate of poverty. That part of the control group that did not join a group (share not reported) did not join because it could not afford the weekly savings, and the control group had a significantly higher expenditure on “addictions”, both of which are indicators of poverty. It is not reported whether any difference was noted between  first and third year consumption levels in the treatment group. 

In any case it should be possible to assess “noticeable increases” in the four variables in non-monetary terms by constructing a  baseline of a small carefully selected sample of households across the three states, and observing changes in them directly on a longitudinal basis (with perhaps a control group). The situation with respect to food consumption might be observed with reference to recent episodes of food stress, types of food eaten etc. Data on changes in the correlates of poverty such as assets, housing condition, indebtedness might also be collected. Expert advice should be taken on study and sample design. Data should include volume and  number of loans, and loan use, all of which can be expected to have a bearing on consumption increases (as against smoothening of consumption, which is the more likely benefit of the first couple of loans). 


1.2 >60% of Tier 1 clients participate in local social and political processes beyond micro finance issues (EOP).
As a result of CASHE, many SHGs have broadened their overall objectives from just providing savings and loans products to their members to also maintaining and enhancing the standards in their  villages through social work, assisting the poorest of the poor, and networking with other SHGs. Client Satisfaction Survey reveals that all the members interviewed take part in community development work; 82% participate in local politics by voting; 100% have created pressure on banking institutions to improve services; and 78% raised their voice against alcoholism and domestic violence. The capacity building initiatives by CASHE have given the PNGOs the strength and wherewithal to see the clusters and federations becoming vibrant base to take up social and political agenda increasingly as a need felt from within.  The Impact Survey in Orissa indicates that over 300 women contested in last PRI election; 25% of clients participated in Govt. Programs and 20% of clients participated in anti liquor movement, dowry death, forest protection and right to entitlement.   
The field visits added to the widespread anecdotal and impressionistic evidence that  the members of high quality groups in particular do in fact become more participative in community, social and political activities, and enhance their sense and self-esteem. It should be relatively easy  demonstrating this through a carefully designed study. It would be important  to also investigate the differential impact of groups versus apex formations (clusters and federations, of both the social and financial intermediation kind).

As for the Client Satisfaction Study, some of its findings seem to be considerably more positive than the existing grading status of groups would imply, and in one or two cases lacking in credibility. The importance of choosing random samples can not be overemphasized – were the six SHGs chosen per partner randomly located in terms of accessibility? Its finding that “close to 70 % of the respondents believe their savings have grown” on the other hand, is surprising low.  


1.3 >50% of Tier 1 clients report increased ability to influence household economic decisions (EOP)
All members interviewed report an increased ability to influence household economic decisions. With regards to decisions about individual loans, 75% consult their husbands while 25% make the decision to take a loan independently.  All SHG members take loans in their own name.  27% go to the market for buying and selling; 73% report that they and not their husbands control their personal income; and 82% control their household’s spending patterns. A Gender strategy for CASHE has being attempted in terms of doable initiatives to integrate gender with micro finance and to give a thrust a gender steering committee is constituted to push the agenda forward. 
The Orissa study, although only indicative, also reports positive changes, and is useful for the identification of variables both on this OVI and on participation. 


1.4  >70% of Tier 1 clients able to confirm reduced vulnerability to economic shocks as a result of increased access to financial services (savings, loans, insurance) (EOP)
Client satisfaction survey reveals that vulnerability has been reduced in 92% of the cases.  This has been achieved partly by an increase in assets and savings that act as a buffer to absorb economic shocks. 83% of the clients have experienced an increase in assets. All members have increased their monthly mandatory savings by an average of 79% and 67% of SHGs have added an emergency fund into which monthly savings are collected.  All individuals have gained access to and taken larger loans and in nearly all cases, and the average loan size had more than doubled. Today, resort to moneylenders to satisfy credit needs has come down, whereas previously moneylenders exploited 42% of clients. The result from the Impact study of Orissa reveals that on time need based m-F services, Income from IGAs, Insurance coverage, easy access to Group Fund and creation of emergency fund help more than 40% clients to confirm reduced vulnerability to economic shocks.  50% of clients are not depending on indigenous moneylenders. 60% household report reduction in distress sale due to availability of marketing outlets and loan fund at the time of need.
This OVI is expected to be demonstrably achieved. The whole SHG methodology including savings and internal lending is a form of insurance.  There are plans for introduction of formal insurance products in collaboration with insurance companies such as Royal Sundaram, and need to be expedited, duly documented, experiences shared across the project, and evaluated internally before EOP . 

Purpose:  To increase the availability of a wider range of microfinancial services to poor (predominantly rural) women and their use of those services.
1. Outreach of services:  

200,000 clients of Tier 1 partners regularly use micro-finance services according to their needs, by EOP (100,000 by MTR). 

300,000 clients of Tier 2 partners regularly use micro-finance services according to their needs, by EOP (150,000 by MTR).

 
As of June 2003, the outreach of CASHE through its Tier I partners (25) is 219640. A detailed break up is given separately. Clients who are more than two years old with CASHE are reported to be accessing the microfinance services provided by the promoting NGO regularly and as per their requirements. 

Client satisfaction survey reports that 99% say that they save regularly 88% of the respondents have taken at least one loan from the SHG. The Impact survey from Orissa reveals that 95% clients do savings regularly. But 51% have already availed external loan facility. 10% clients availed insurance services.
As of June 2003, the total outreach through 12 Tier II partners is 318925.
· With the proposed expansion of the  quantitative target it will remain  important (and feasible) to concentrate on quality enhancement. 




2.  Range of services offered: Tier 1 partners increase the range of services offered to include savings, credit, insurance and other financial services in line with Business Development Plan agreements.


The focus of the project has been to ensure quality at all levels. This has culminated in the provision of quality microfinance services to the clients. New products have been introduced based on the clients' demand and requirement and existing products have performed better. Some of the new products introduced are Savings in kind, Voluntary savings, Emergency loan, Insurance and Women Security Fund.
The introduction of new products is pretty much left to the initiative of the partners which is as it should be. However now is the time to give new products higher emphasis as the basic product is secured. As important, partners need to be continuously informed about innovative new products introduced by other partners. This is also part of the extended role suggested for the Research and Innovations Manager.


3.  Tier 1 Client profile (throughout project): 75% of clients are initially poor (by national poverty line); >50% of clients from disadvantaged households (scheduled tribes/ castes/female headed households/ landless laborers); 90% are women; 90% are rural.


CASHE aims to work with the rural poor. One of the criteria for partner selection has been that the NGO/MFI is committed to working for the poor. So the selection process itself ensures the inclusion of poor clients. Baseline report shows that 47 % of the households are poorest and the rest ( 53%) are poor.  ( poorest being defined  by national poverty line specific to the respective state ). 

The baseline states that 88%, 78.4% and 50% of client households are respectively from disadvantaged households in AP, Orissa and West Bengal. While all clients are women and 96.4 % of clients are rural.
One would have expected partners committed to the poorest of the poor to have got closer to this OVI (47 percent versus 75 percent). The state poverty lines merely use local prices to yield the same line in real terms. Given the definition of the “poorest” here, not clear who the “poor” are. Pro-active efforts need to be made to improve on depth of outreach, such as the use of wealth ranking in forming new groups 


4.  Tier 1 Use of services:  >60% clients access credit and other financial services on a regular basis by MTR;  50% of client households attribute increase in their physical assets to improved financial services by EOP (20% by MTR)
Regular participation in the savings program of the MFI is a prerequisite for all the clients. The noticed change is the increased use of savings service regularly. The use of savings is also monitored by the partner NGOs and the use of savings for asset creation or on preventive health, education is evident.

In Orissa, > 10% of client households attribute increases in their physical assets to improved financial services.  
Since savings and credit are combined in the first sub-OVI it has clearly been achieved. No data on incremental asset formation exists to enable the MTR team to assess performance on the second sub-OVI. The longitudinal study envisaged under Goal OVI 1.1 should include data on asset accumulation. The monitoring system should also try to collect data on the actual number of borrowers who get large enough loans (if necessary, external loans, as a proxy) for asset accumulation. It is well known that most borrowers use the first couple of loans for consumption smoothening. The finding cited from the Orissa study is realistic, although a shortfall. The fact that the contribution of microfinance is in many cases modest is not surprising. More important is that the evidence be credible, which depends on the care taken over the design and implementation of studies. 

TIER 1: Establishing sustainable financial services through strategic partners in AP, Orissa & West Bengal

Outputs

1. Client-owned, -managed, and governed  groups and apex institutions are established  and provide effective financial intermediation services
1.1  Number of groups providing financial services to members:

9,000 by MTR, 12,500 by EOP


With clientele of 219,640 in 16,337  groups, CASHE has exceeded its MTR and EOP target as given in the logframe. All SHGs are providing mandatory savings to clients. New savings products have been introduced on experiment basis by some PNGOs based on the BDPs. The credit absorption has also firstly increased in the SHGs and secondly, the whole process of credit disbursement and repayment has been regularized. Delinquency management has been a key focus for all PNGOs. 

In Orissa out of 4,365 SHGs , 99% Groups are providing regular saving services, 79% (3339 SHGs) are providing credit services, 779 SHGs are providing insurance services
Apart from further expansion, the focus should now be on increasing the quality of groups by standardizing the grading tool and assessing progress by regradings every year.  


1.2  Quality of groups:

80% of mature groups (2 years operational) achieve rating score (against agreed criteria) of over 70% by MTR and 80% by EOP
The Tier I PNGOs has a range of SHGs in terms of their age of operation. SHG rating has been initiated and it has been found to be a very effective tool for monitoring performance, providing relevant CB inputs and also for the PNGO to take management decisions. Partners realised the increasing need to have quality checks at SHG level. During this year, in many partners, the rating tool provided in M & E framework of CASHE has been administered and with this has resulted in tailoring the capacity building and technical interventions by the partners in an effective way. 

· AP : 

3576 mature groups ( 56% of the total) have achieved a rating score of 75%  

· Orissa:

70% mature SHGs (2 years operational) achieve rating score of over 70%.

· West Bengal: the status of groups is as follows:

3713 mature groups (2 years above) 

44% (1638 SHGs) achieve rating score of  above 90%.

31% (1164 SHGs) achieve rating score of 75-90%

19% (697 SHGs) achieve rating score of 55-75%

Overall, 36% achieve A grade; 33% achieve B grade; 25% achieve C grade; 6% achieve D grade;
CB inputs are being tailored accordingly
Letter grades need to be used instead of percentages since these are more comprehensible to group members and make more impact. Thus this OVI needs to be rephrased:

“1.2  Quality of groups:

80% of mature groups (2 years operational) should achieve a grade (against agreed criteria) of at least B,  and 60% of all mature groups should achieve a grade of A by EOP 

 Rating or grading data across all partners showing the baseline when they joined the project and progress since then were not available in any state even for mature groups, although they were available individually for a very few partners. Such date needs to be collected by CIHQ for monitoring

We would suggest conducting field checks on a sample basis to ensure the integrity of the gradings process 

.




1.3  90% of groups are linked to apex institutions
The SHG model promoted by CASHE aims at setting up a client owned, managed, and governed Apex. As this is done in an evolutionary process, it is essential that the work is initiated at the SHG level. In the last six months, the formation of Apex has been the most debated issue and has been provided the maximum inputs. 

In Orissa 81% of SHGs liked to apex ; In AP 60% and in WB 21% of  groups are linked

 
This be retained for A.P. However the monitoring needs to be more detailed than the numbers given in Annex Table 2.1 which do not distinguish between apexes that are merely social intermediaries, or if financial, not yet operational, and if operational to what extent. Moreover it needs to be broken up for monitoring purposes into six-monthly milestones.

The target be held in abeyance for Orissa and West Bengal until a detailed assessment is carried out of its feasibility over the next six months.   Moreover, data for organizations that were set up as federations ab initio (such as the BMASSs in Orissa) should be reported separately. If this were done it would be clear that the two states have much further to go than the figures in column 3 imply. The emphasis should remain on quality and demonstrating replicable models of excellence


1.4  Quality of clusters/ federations:

80% of clusters/federations achieve PACT score of over 50% by MTR and 70% by EOP
In Orissa PACT was administered on 04 Federations and who secured more than 60% of score. NGOs secured also 60% of score.

In West Bengal the comparative score of PACTs administered  with three of the partners:

                                   I            II ( Mf services)

              SMS          2.02         2.80

              MUS          1.35        2.91

              Swanirvar   1.80        2.09 

In AP 5,  MACS scored 70%    and    25 MACS scored 50%
Would recommend using APMAS’s quality assessment tool  which has been designed in collaboration with MCRIL specifically for federations, with adaptations if necessary.

2. MFIs/FFIs which are partnered by CASHE develop sustainable mF programmes
2.1 Number of partner MFIs/FFIs: Maximum 4 partners by EOP
Baghnan Credit Cooperative, in West Bengal, continues to be the only partner under this category. It is registered as a co-operative. No new partnerships are being explored.
If BCC is regarded as a formal MFI (an FFI) because it is registered as a cooperative it appears to be on its way to sustainability. On MFIs, the project is likely to have assisted with the transformation of  more than 3. SIDBI is actively considering extending loan and capacity building assistance to 4 NGO- MFI partners in WB and 1 or 2 in Orissa. In addition other MFIs are likely to remain NGOs. They are all expected to be sustainable financially and institutionally by EOP although they need to firm up their plans as to their ultimate relationship with the federations.  


2.2  Quality of MFIs/FFI Micro Finance Programmes

MFIs/FFIs achieve PACT score of >60% by MTR and >75% by EOP
All the PNGOs are monitored both programmatically and financially through the various M&E tools. The quality of the MFIs/FFIs is improving. At the time of MoU, the PACT scores for BCC was 3.5 for microfinance services and 3.39 for micro finance programme performance. The over all score was 3.10. Which works out to be 77.5% with a Grade A+ which is an expanding organisation.

Second PACT exercise is currently on for BCC. 
Monitoring of partners who are functioning as MFIs (most of them) should be done using financial analysis through the PDP, with clear goals set for delinquency control , productivity (e.g portfolio per field staff) efficiency, and sustainable over each of the next three years till EOP. 

Separate projections should be made for the federations they are setting up. For pure SHPIs the PACT may be more appropriate, but even here, and for all partners including MFIs and POs, separate annual projections and goals should be set up for the quality of groups according to the letter grading system. 

3. CASHE loan funds are soundly managed 
3.1 Efficient capital delivery: application turn around time < 20 days from CARE to apex institution/MFI and <15 days from apex institutions to groups, throughout project
 


17 of our PNGOs have received RLF from CASHE adding up to an amount of Rs 33535933. Repeated tranche of RLF have also been given to PNGOs based on the loan demand projection and loan portfolio quality. Technical inputs are being provided to establish best practices in microfinance. At the CARE level, the first application turn around time was 45 days, which has now been reduced to 15-20 days as the systems are in place; Application turn around time from partner to group stands at 15-20 days. Case studies are instituted to capture the turn around time at client level.  
As the project intends to, systems should continue to strengthened at the NGO/MFI, federation, cluster, and SHG level to reduce application turn around time. 




3.2 On-time repayment rate of >90% at CARE level, throughout project.
At the CARE level, the on time repayment rate has been 100 %. The details of disbursement and repayment are presented separately.
This is gratifying. . 


3.3 Effective leverage of RLF to other formal sector capital: 150% by MTR and 300% by EOP.
RLF is used judiciously and more as a capacity building component to enable partners to leverage funds from the formal sector. 

A total of Rs.16,44,64,840 has been leveraged by 17 PNGOs from Banks, Financial institutions and Government.  The leverage ratio for  Orissa is 108% and for West Bengal 97%;  due to proactive linkage program by banks in Andhra Pradesh, the dimension of bank linkage ratio is much too high to be attributed fully as RLF leverage. 
The project has met this MTR goal as a whole because of AP, but not in Orissa and WB because of the slow start of the  NABARD linkage programme in those states. As the MFIs improve their financial performance they are likely to increasingly attract bulk funds. But this can be no substitute for increasing the number of directly credit linked groups. 

 Just as the project has initiated close contact with SIDBI, it needs to do the same with NABARD not only at the district level but  in each state to work out a joint programme of linking partner groups. Close relationships need also to be forged with the main banks and their officials. 

 The goal should be to ensure that the linkage growth rate for partner groups is at least double that for the state as a whole in each of the remaining three years of the project.




Strategy for future of RLF written by MTR and agreed between DFID and CARE by project year 6
A study on Strategising on RLF has been commissioned. The draft RLF strategy paper has been reviewed internally and is being placed before the review committee and DFID. The future of RLF, structuring and parking of RLF, use of RLF re flows are all the essence of the study.
Principles applicable to finalizing strategy detailed in report.

TIER II: Promoting sound practices & innovation in microfinance, primarily in AP, Orissa & WB

4. Capacity and sustainability of providers of TA to SHPIs/MFIs, in AP, Orissa and West Bengal increased.
4. 1 12 partnerships with TA providers (training, consultancy, mentoring, visits) formulated by MTR
The number of partners under Tier II, at the end of June, 2003 stands at 12. The partners are mostly CBIs and SHPIs. The Tier II strategy has been revisited in the light of the client satisfaction study for Tier II. CBI mode has emerged as the core focus theme in terms of institution focussed than a delivery model. 
New partnerships are being explored to operationalize the revisited Tier II strategy including realignment of partnerships. 


4.2  CASHE contributes to establishment of  3 locally-owned state level initiatives for TA provision
In Orissa while the existing partner OSCARD is looked at the prospects of grooming into a state level partner, the other initiative of exploring new partnership is being explored; In West Bengal SPADE is demonstrating the potential to flourish into a state level CBI. In AP, APMAS has been operationalized and the existing Tier I partners will networked through a new CBI partner to cater to unserved areas
Work will progress as per the targets agreed upon in the BDP with revisions as per the revised strategy.


4.3  80% of TA partners achieve score of >75% of PACT targets by EOP

A modified PACT has been used at the time of signing of the partnership in Orissa and West Bengal. PACT will be used at the time of renewal of contract with all partners. 
All the partners have been assessed using modified PACT.


4.4  CASHE contributes < 50% of TA costs (within CASHE Tier II partnership initiatives) by MTR and < 25% by PY6


The BDP casting which is done in a participatory way with the partners of Tier II recognizes the tapering financial stake for CASHE. The services delivered by the CBIs has started earning revenue for themselves.  

10% of the total cost is borne by the SHPIs and CBIs (in the form of mobility cost for attending the training program).   
The oncoming ARMs with partners will increasingly recognize the cost recovery process.


4.5 75% of SHPIs/MFIs receiving TA are “satisfied” with quality and timeliness of services following CASHE support to providers.
Apart from the CB initiatives taken through the CBIs, the training team of CASHE is engaged in various other CB activities at district and the state level.  Training is conducted for other NGOs, CBIs, bankers, research institutes, and other stakeholders. A client satisfaction survey has been executed in the three states to measure the satisfaction levels at CBI, SHPI, DRDA, DRP and also at end client level.

The average satisfaction percentage has been measured as:

AP:  DRDAs-70.6%; DRPs: 55.79: SHGs: 62.7 %

Orissa: OSCARD- 44.4%; Mission sakthi-55.79%; MF Trainers' Pool- 33.3 %

West Bengal: SHPIs- 62%; CBIs-46.1%   
The training calendar has been designed by each of the state team based on the training needs assessment of the state, the requests received so far and the Tier II strategy of the state.

5. Innovations in microfinance methodologies, products and  practice are promoted, tested and disseminated
5.1   At least 5  new approaches and products developed through project initiatives  


Four innovative approaches have been approved. The innovative concepts are based on microfinance in kind, microfinance through kiosks, pension product for micro finance stake holders, micro finance for migrating population and computer munshi (use of computers at SHG level). 
Keeping the changing scenario in mind, the selection process of projects has been reviewed and revised. New proposals are being reviewed following the new selection process.   


5.2   3 approaches and products developed demonstrate wider application in mainstream, e.g. through commercialization, other scale-up and replication.


This will follow the successful completion of the pilot/research projects. This is ensured as a key component of the partnerships through the agreement with CARE. 
It is envisaged to replicate Pension as a product for micro finance stake holders on lateral level with 2-3 partners across the state. Best practices in micro finance in kind will be documented for wider dissemination. Cross learning facilitation has been attempted by interactive workshop between IF partners and other CASHE partners.

TIER III: Improving the operating environment for microfinance at national level.

6. Collaborative analysis and advocacy of an improved enabling environment for micro-finance sector
6.1 CASHE contributes to establishment of 3 locally owned state level initiatives for policy advocacy by EOP
The Tier III strategy was discussed in several forums and based on the suggestions, it was revisited. The two locally owned state level bodies are performing as per the planned activities. The focus in WB has been bringing in the new law and enhancing the MF operational environment. In Orissa the focus has been registration under the revised law. In AP the focus has been promoting coordination to increased quality of programs and strategic partnership with APMAS. 
Working for SHG friendly law in West Bengal and sharpening the edge of the Orissa self help co-operative act through the planned conventions, negotiations and round tables. In AP, APMAS-CASHE strategic partnership is on. 


6.2 CASHE contributes to at least five advocacy initiatives to effect key changes in policy, procedure and practices at state/national level by EOP.
The advocacy issues identified by CASHE are: SHG-Bank Linkages in terms of quality and depth, Building peoples institutions in terms of sustainability, leadership, governance and legal status and integrating gender and RBA in micro finance. Of which for the first two the participation of CASHE is direct and for the later, indirect through the partners. 
Gender strategy of CASHE will be put in place. CASHE will continue to work with Sa-Dhan on key policy issues, which has direct or indirect influence on identified theme areas.

Box.  AP Guidelines for Bank Lending to Federations





The guidelines are slightly different, depending on whether the federation is a “Credit Retailer”, that is a VO of the type described above, or a “Financial Intermediary”, of the type being set up by CASHE. Some differences between them are as below





Credit Retailers�
Financial Intermediary�
�
Catering to a Village/Cluster (Membership of SHGs not to exceed 30) �
Catering to Cluster/Mandal (group membership not to exceed 50)�
�
Governance and Management�
�
�
Merged governance and executive functions�
Separated�
�
Resources�
�
�
Membership fee�
All of these, plus, SHG/ individual deposits, both compulsory (“permanent thrift”), or optional (and withdrawable)�
�
Share capital�
�
�
Grants/donated equity�
�
�
Outside borrowings�
�
�
Credit  products�
�
�
SHG loans�
SHG as well as individual loans�
�
Source: Working Group on Guidelines for Financing SHG Federations/MACS/mFIs, constituted by Government of AP, NABARD, 2003





To be eligible for bank borrowing, both types must have established track records of successful thrift and credit operations from their own funds, of one year in the case of Credit Retailers (two in the case of FIs) with duly audited accounts approved in annual general meetings. The federation should have made an operating profit in the previous year. At least 75 percent of the groups should have been rated in the A category. The repayment rate should be at least 90 percent (asset quality is defined in terms of performing assets rather than PAR). The minimum capital requirement is 20 percent by 2006, and liquidity requirement 10 percent to be achieved by 2004. Loans are to be extended to meet the requirements of A groups only going up to four times the capital funds (core capital + donated equity) or twice the working funds (capital funds +permanent thrift).

















 Box 3:  Sreema Mahila Samity – A New Women’s Microfinance Bank? 


The small upstairs office bustles with transactions, energy and conversation as SHG women members crowd around tables and tellers to request loans, deposit savings and chat about their daily lives. This is Sreema Mahila Samity’s microfinance division, the largest microfinance operation in the CASHE portfolio.





Sreema Mahila Samity in Nadia, (SMS) is an example of a CASHE PNGO that wishes to establish a formal financial institution.  It is currently a registered society. The vision of SMS is to “create a classless society where the mind is without fear and the head is held high.”  In 2000 SMS started a microfinance division.  The West Bengal organization is reaching over 34,000 members organized into over 3,000 SHGs with Rs. 12,448,942 in loans outstanding to one-third of the members.  Savings totals 3,526,790.  SMS has the largest outreach in the CASHE portfolio and has grown rapidly from 5,500 members and 109,213 in loans outstanding since 2000.  A major reason for this growth was the organization of SHGs in September 2000 in response to severe flooding and the fast intervention of CASHE to make the RLF available to members, which greatly assisted recovery. SMS complements its SHG financial services with promotion of economic opportunities, health, disaster preparedness, and gender and vociational training.





The CEO is a dynamic and articulate young woman who exudes passion and commitment to the creation of a strong women’s bank.  She manages a project coordinator, eight field supervisors, an accountant and two cashiers as well as ninety field workers.  SMS SHG members are selected and trained to be field workers, each covering as many as 20 – 30 SHGs.  On average they have 10 years of formal schooling. They are paid Rs 800 month plus an incentive for loan recovery.  They and their supervisors also get docked pay as disincentive for delinquencies when they occur.  The disincentive affects even the director.  Since these systems were instituted, the loan portfolio performance has improved, from PAR 20% >30 days in March 2003 to 4.2% in August 2003.  Operational self-sufficiency is 69%. 





Besides CARE, SMS microfinance has support from NABARD and the interest of SIDBI.   M-CRIL was commissioned to rate SMS for capacity building support and loan funds from SIDBI.  The findings suggest SMS needs to further strengthen its accounting and MIS before obtaining these investments. CASHE is actively working to support SMS and has recently provided a computer and is installing an MIS program.





SMS gives loans for agriculture, such as raising livestock, and cultivation of paddy rice, flowers and jute.  Loans are also given for small retail businesses and street vending.    The organization has developed a variety of voluntary savings products including recurring deposits, fixed deposits and a reinvestment plan.  





SMS has tremendous potential, but it also has its work cut out for it.  Competition from Nadia Grammin Bank, a regional rural bank down the road, for SHG lending will keep the organization on its toes.








� Ajay Tankha, ”SHGs as Financial Intermediaries in India: Cost of Promotion, Sustainability, and Impact”, Draft, Sa-Shan, Icco, and Cordaid, April 2002


� GRADES stands for Governance and Strategy, Resources, Asset Quality, Development and Impact, Efficiency and Profitability, Systems and Operating Process.  It was developed by APMAS, which was created by CASHE, with M-CRIL, as a quality assessment tool for rating federations and has been adapted by CASHE for use with SHGs.


� “The Study of the SHG Movement in Adilabad, Cuddapah & Vizag Districts”, Mahila Abhivruddhi Society, Andhra Pradesh, 2003 .  (The major difference between the APMAS and CASHE indicators is that APMAS uses bank linkages and the grading system of CASHE does not.)


� CASHE and partner staff in West Bengal have also introduced an innovative bookkeeping system for illiterates.  If it performs well, this type of system should be available as an alternative for groups that do not have access to literate bookkeepers.


+Rs


*The number of borrowing members is not tracked thus this figure is likely to be low.


� Op cit. Although the figures in the table are on an outstandings basis, for AP they do not appear to be significantly different from average disbursed loan size in the three districts studied in the APMAS study (Rs 2565), because only a little more than half the amounts in AP are based on linkage borrowing, 


� “The outreach/viability conundrum: Can India’s RRBs really serve low-income clients?”, MCRIL, Delhi, February 2003


� Mid-Term Impact Assessment Study, CASHE-Orissa, Sampark, Bangalore, August 2003


� Conversation with Kim Wilson regarding PRADAN Newsletter article.  


� This is the approach being followed in APRLP, where wealth ranking and Participatory Social Assessment is being used to identify and include as many of the poor as possible in groups in new watershedsc , and to identify the “left over” poor in completed and ongoing watersheds the project inherited.


� Refer to Poverty Measurement Working Group of SEEP, a professional association of North American NGOs and their partners. � HYPERLINK "http://www.seepnetwork.org" ��http://www.seepnetwork.org�


� Defined here as operational costs including staff costs paid for by the partner, if any, provision for the loan loss reserve, and the actual cost of funds


� Dhan Foundation and ASSEFA  have done so in Tamil Nadu. ASSEFA has set up the Sarvodaya Nano Finance Corporation Ltd.  which is an apex (organized as an NBFC) of 30the federations, which are organized as mutual benefit trusts and owned by 45,000 members.  


� This is the case shown in the Model 4 diagram, where the partner “disappears” as an MFI. 


� In the case of SMS for instance, the local RRB is one of the top two linking RRBs in the state. It had 10 branches in the command area of SMS with linkage exposure of Rs 10 lakhs each, but not a single loan to SMS groups, which seemed a wasted opportunity.


� As one would expect the Peoples Organizations (the 3 BMASSs in Orissa and the coop in WB) are closer than the rest. It must be emphasized though that time did not permit any independent examination of the financial statements of the partners.


� N. Srivinasan, the Chief General Manager of NABARD, said in response to MTR an inquiry about CARE setting up a loan fund that CARE “would be far better off to create such strong groups that no bank can ignore”.


� A model shown to us by one of the partners shows that if 600 members contribute Rs 1000 each, each of them can get a 10 month loan of Rs 3000 within a year, sustainably. However with monthly repayments, effective loan size is much reduced. Moreover, the ability of members to contribute in such a large amount equally to the corpus is a major assumption. Much more likely individual and group surpluses will be smaller and much more unevenly distributed, and the larger the federation the greater the scope for intermediating between surplus and deficit groups and households. The main challenge with size is institutional and managerial.


� Excerpt of an e-mail from Beth Porter, Director, Technical Operations, Freedom from Hunger.


� Knowledge management is the name of a concept in which an enterprise consciously and comprehensively gathers, organizes, shares, and analyzes its knowledge in terms of resources, documents, and people skills. Knowledge management is what an organization needs to know to be successful, where the knowledge resides, who needs to know it, when they need it, and why they need it.  The goal of knowledge management is to improve business performance. 


� Microfinance, Risk Management and Poverty”, Synthesis study based on field studies by Ronald T. Chua, Paul Mosely, Graham Wright, Hassan Zaman, Project Directed by Monique Cohen. Synthesis Study by Jennefer Sebstad and Monique Cohen. March 2000.


� Orissa Mid-Term Impact Evaluation Study and MTR interviews with SHG members


� Ashe, J. and Parrott, L.  Evaluation of Impact of PACT Women’s Empowerment Progress, 2001.


� http://www.nyu.edu/wagner/public_html/cgi-bin/workingPapers/wp1014.pdf


� Ibid.


�Available on Freedom from Hunger’s website: http://www.ffhtechnical.org/


� The arguments “against” are based on a recent letter from Malcolm Harper to APMAS


�. A model shown to us by one of the partners shows that if 600 members contribute Rs 1000 each, each of them can get a 10 month loan of Rs 3000 within a year, sustainably, without external borrowing. However with monthly repayments, effective loan size is much reduced. Moreover, the ability of members to contribute in such a large amount equally to the corpus is a major assumption. Much more likely, individual and group surpluses will be smaller and much more unevenly distributed, and the larger the federation the greater the scope for intermediating between surplus and deficit groups and households. The main challenge with size is institutional and managerial and a crucial variable is the presence of a competent SHPI which can conduct the necessary training and system development.





� Excerpt from a paper presented by Beth Porter, Freedom from Hunger, at the Mali Microfinance Conference in June 2001


� Presentation by Chris Dunford, Freedom from Hunger, at the New Development Finance Seminar IV in Frankfurt, Germany on 6 September 2001.


� Dave Richardson, “Unorthodox Microfinance: The Seven Doctrines of Success,” in MicroBanking Bulletin, February 2000.


� Brian Branch and Christopher Baker, Credit Unions: Overcoming Governance Problems—What does it take? For Building Modern and Effective Credit Unions in Latin America and the Caribbean Conference, 2 March 1998 (Revised September 1998).


� Prepared by Kathleen Stack, Freedom from Hunger, for a class at the Microenterprise Development Institute in New Hampshire, 2001.
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Sofar exp + projections

				CASHE PROJECT EXPENSES & ESTIMATIONS - FOR APRIL 1999 THRU' DECEMBER 2006																		1				3		4		5		6		7		8		9		10		11

		Sl.NO.		Line items DIRECT PROJECT COSTS		Actual Expenditure 1st Qtr ($)		I QTR ACTUAL IN UKL		Actual Expenditure 2nd Qtr ($)		II QTR ACTUAL IN UKL		Actual Expenditure 3rd Qtr ($)		3 QTR Actual in UKL		Actual Expenditure 4th Qtr ($)		4th QTR ACTUAL IN UKL		TOTAL EXP. Apr 99-Mar 00 (USD)		TOTAL EXP. Apr 99-Mar 00  (UKL)		Actual Expenditure APR-JUN00  (USD)		Actual Expenditure APR-JUN00 (UKL)		Actual Expenditure JUL-SEP00 (USD)		Actual Expenditure JUL-SEP00 (UKL)		Actual Expenditure OCT-DEC00 (USD)		Actual Expenditure OCT-DEC00 (UKL)		Actual Expenditure JAN-MAR01 (USD)		Actual Expenditure JAN-MAR01 (UKL)		TOTAL Expenditure Apr 00-Mar 01 (USD)		TOTAL Expenditure Apr 00-Mar 01 (UKL)		Cumulative expenditure Apr01 to Mar02          USD		Cumulative expenditure Apr01 to Mar02           UKL		Cumulative expenditure Apr02 to Mar03          USD		Cumulative expenditure Apr02 to Mar03           UKL		APRIL 99-MARCH 2003 EXPENSES IN UKL		APRIL 99-MARCH 2003 UKL BUDGET as per proposal		UTILIZATION OF BUDGET AS UPTO MARCH 2003		Budget Remaining		Budget Revised for April 03-March 04 (UKL)		Budget for April 04-Dec 06 (UKL)		TOTAL Exp till Mar 03+03-04 Budget+04-06 Budget		Budget as per proposal		Variance		Remarks

		I.		TIER 1		- 0		- 0		545.10		342.65		3,618.00		2,205.83		2,315.28		1,426.36		6,478.38		3,974.83		5,744.39		3627.83		487.34		352.59		6684.00		4767.13		133971.51		93278.99		146,887.24		102,026.55		472,290.62		330,596.89		1,086,777.57		697,469.01		1,134,067.28		3,245,161.55		35%		2,111,094.27		1,119,835.81		1,756,780		4,010,683		4,669,346		658,663

		1		Operational grant for Tier I partners		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		2.54		153.00		96.63		0.00		0.00		4151.00		2960.56		79214.49		55153.87		83,518.49		58,211.06		240,227.44		168,066.99		363,826.59		236,202.58		462,483.17		614,280.13		75%		151,796.96		320,475.81		678,873		1,461,832		1,231,966		-229,866		# partners increased from 18 to 25

		2		Loan Fund				- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		0.00		0.00		0.00		0.00		0.00		0.00		43646.23		30389.12		43,646.23		30,389.12		95,594.62		66,836.89		430,819.09		273,877.54		371,103.55		765,747.00		48%		394,643.45		501,428.57		422,157		1,294,689		1,320,253		25,564

		3		Capacity building for Tier I Partner Staff		- 0		- 0		404.00		253.95		3,618.00		2,205.83		2,286.45		1,408.60		6,308.45		3,868.38		4,623.83		2,920.15		362.38		262.18		2379.00		1696.74		10466.97		7287.73		17,832.18		12,166.80		31,700.39		22,169.37		42,464.39		27,729.17		65,933.72		60,749.13		109%		(5,184.59)		69,094.00		34,456		169,484		83,094		-86,390		CB inputs increased due to increase in # of partners

		4		AP Women's Fund				- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		0.00		0.00		0.00		0.00		154.00		109.84		0.00		0.00		154.00		109.84		98,861.29		69,399.28		247,325.10		158,139.71		227,649		1,774,285		0		1,546,636		214,623		582,365		1,024,637		1,989,999		965,361		As per the budget submitted by APMAS

		5		Baseline, Monitoring & Evaluation (Tier I)				- 0		141.10		88.70		- 0		- 0		28.83		17.76		169.93		106.46		967.56		611.06		124.96		90.41		0.00		0.00		643.82		448.27		1,736.34		1,149.73		5,906.88		4,124.37		2,342.40		1,520.00		6,901		30,101		0		23,200		14,214		38,929		60,043		44,034		-16,009		Less provision made in the original budget

		II.		TIER 2		1,739.12		1,102.10		719.70		452.40		348.14		212.25		2,109.79		1,299.76		4,916.75		3,066.52		3,799.00		2399.23		6775.14		4901.85		6206.00		4426.22		3797.46		2644.02		20,577.60		14,371.32		159,493.25		111,611.08		110,977.05		136,017.76		265,067		690,832		0		425,765		421,645		855,009		1,541,721		1,647,752		106,031

		1		Training and workshops for Tier II partners		1,739.12		1,102.10		276.65		173.90		59.82		36.47		1,012.69		623.88		3,088.28		1,936.36		2,875.00		1,815.69		6700.89		4848.13		5884.00		4196.56		2359.00		1642.48		17,818.89		12,502.85		125,001.45		87,495.75		61,507.61		58,191.62		160,127		200,663		1		40,537		217,202		185,975		563,304		422,208		-141,095		CB inputs increased due to increase in # of partners and focus on 3 state level CBIs

		2		TA to Tier II Partners		- 0		- 0		- 0		- 0		- 0		- 0		25.60		15.77		25.60		15.77		856.00		540.60		45.81		33.14		310.00		221.10		1425.46		992.49		2,637.27		1,787.33		17,017.23		11,906.06		26,595.79		32,380.26		46,089		112,383		0		66,293		57,143		238,838		342,070		275,282		-66,788		Provision made in the proposal was less

		3		Cross Visits (for Tier I also)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		0.00		0.00		7.61		5.51		0.00		0.00		0.00		0.00		7.61		5.51		12,807.70		8,950.92		10,809.84		7,389.13		16,346		47,164		0		30,819		14,429		14,839		45,613		87,504		41,891

		4		Innovation Fund		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		68.00		42.94		0.00		0.00		0.00		0.00		0.00		0.00		68.00		42.94		817.20		571.50		1,291.67		29,071.61		29,686		286,179		0		256,493		114,871		378,571		523,129		774,877		251,748		IF projects started from IIIrd year

		5		Technical notes production and dissemination		- 0		- 0		- 0		- 0		- 0		- 0		68.48		42.19		68.48		42.19		0.00		0.00		0.00		0.00		12.00		8.56		13.00		9.05		25.00		17.61		2,140.30		1,496.52		5,342.40		5,360.70		6,917		26,147		0		19,230		15,143		17,500		39,560		58,725		19,165

		6		Resource / documentation center Costs		- 0		- 0		443.05		278.50		288.32		175.78		1,003.02		617.92		1,734.39		1,072.21		0.00		0.00		20.83		15.07		0.00		0.00		0.00		0.00		20.83		15.07		1,709.37		1,190.34		5,429.74		3,624.43		5,902		18,296		0		12,394		2,857		19,286		28,045		29,156		1,111

		III.		TIER 3		- 0		- 0		741.37		466.02		- 0		- 0		347.29		213.95		1,088.66		679.98		804.00		507.76		408.37		295.46		2595.00		1850.80		7903.94		5503.20		11,711.31		8,157.21		57,501.92		40,240.77		24,458.03		42,990.23		92,068		100,521		1		8,453		123,243		131,464		346,775		180,731		-166,044

		1		Network meetings(States)on general/policy issues		- 0		- 0		741.37		466.02		- 0		- 0		343.17		211.41		1,084.54		677.44		804.00		507.76		107.65		77.89		0.00		0.00		5278.58		3675.26		6,190.23		4,260.91		7,792.29		5,442.22		6,562.67		15,605.16		25,986		25,727		1		-259		55,386		80,036		161,407		50,163		-111,244		Provision made in the proposal was less

		2		National Networking workshops		- 0		- 0		- 0		- 0		- 0		- 0		4.12		2.54		4.12		2.54		0.00		0.00		0.00		0.00		1347.00		960.70		2557.49		1780.68		3,904.49		2,741.38		29,744.14		20,828.61		10,375.45		19,953.30		43,526		43,830		1		304		62,714		32,857		139,097		72,452		-66,645		Additional focus on establishing 3 state level institutions for policy advocacy

		3		Policy research and documentation		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		0.00		0.00		300.72		217.57		1248.00		890.09		67.87		47.26		1,616.59		1,154.92		19,965.49		13,969.94		7,519.91		7,431.77		22,557		30,965		1		8,408		5,143		18,571		46,271		58,115		11,845

		IV		PROJECT DELIVERY		7,068.10		4,479.15		43,081.50		27,081.02		51,369.02		31,318.75		73,059.50		45,009.19		174,578.12		107,888.12		66,933.92		42,271.65		55,236.62		39963.98		88,844.00		63,364.95		124,790.42		86,886.57		335,804.96		232,487.14		348,686.06		243,620.99		229,884.84		228,111.86		812,108		1,079,082		1		266,973		314,032		1,032,439		2,158,579		2,047,108		-111,472

		1		Project Staff in each State Office		5,933.56		3,760.18		7,121.57		4,476.62		15,625.00		9,526.28		27,861.00		17,164.11		56,541.13		34,927.18		26,602.02		16,800.32		17983.70		13011.30		41836.00		29838.10		42334.45		29475.78		128,756.17		89,125.50		117,466.22		82,101.16		89,765.81		97,525.46		303,679		409,487		1		105,808		128,084		479,247		911,011		885,262		-25,749

		2		Project Management and Technical Support Staff (HQ)		43.58		27.62		4,878.00		3,066.31		8,666.00		5,283.50		13,912.00		8,570.66		27,499.58		16,948.09		4,799.00		3,030.77		8428.60		6098.14		10486.00		7478.78		26511.55		18458.93		50,225.15		35,066.62		65,931.76		46,095.06		41,429.61		39,668.99		137,779		303,050		0		165,272		50,205		214,363		402,347		477,964		75,617		Provision made in the proposal was less. RIM position has been made at national level;

		3		CARE Staff Induction and capacity Building costs		1,090.96		691.36		16,575.93		10,419.62		11,857.86		7,229.52		16,552.50		10,197.37		46,077.25		28,537.87		4,648.04		2,935.44		391.99		283.61		1646.00		1173.95		23545.84		16394.02		30,231.87		20,787.02		48,817.86		34,046.63		3,891.09		5,757.19		89,129		56,899		2		-32,230		47,743		81,686		218,557		102,736		-115,822		CB prgm, exposure to project staff; proposal provision was less.

		4		CARE India Management Support		- 0		- 0		14,506.00		9,118.47		15,220.16		9,279.45		14,734.00		9,077.06		44,460.16		27,474.98		30,884.86		19,505.12		28432.33		20570.94		34876.00		24874.12		32398.58		22557.83		126,591.77		87,508.00		116,470.22		81,378.14		94,798.33		85,160.23		281,521		309,645		1		28,123		88,000		257,143		626,664		581,146		-45,518		Projections made as according to the spent in initial years.

		V		PROJECT SUPPORT		6,509.57		4,125.20		21,886.00		13,757.53		16,209.00		9,882.33		56,257.19		34,657.93		100,861.76		62,423.00		97,125.05		61,338.65		18,430.06		13334.24		26,387.00		18,819.63		23,144.96		16,114.91		165,087.07		109,607.42		163,012.90		113,834.89		127,337.84		88,876.94		374,742		495,746		1		121,004		149,897		402,426		927,066		860,542		-66,524

		1		Administrative Costs in the State Offices		4,683.00		2,967.68		4,424.00		2,780.93		4,582.00		2,793.56		6,932.00		4,270.54		20,621.00		12,812.71		16,118.56		10,179.56		14672.91		10615.93		20563.00		14665.86		-658.32		-458.36		50,696.15		35,002.99		75,316.26		52,615.60		66,566.14		42,102.84		142,534		211,115		1		68,581		60,734		223,765		427,033		403,525		-23,508		Provision made in the proposal was less

		2		Administrative Costs in the Head Office		1,004.67		636.67		2,684.00		1,687.16		3,841.00		2,341.79		11,116.14		6,848.23		18,645.81		11,513.86		1,264.13		798.35		1518.17		1098.40		2763.00		1970.62		1679.91		1169.65		7,225.21		5,037.03		40,420.71		28,246.03		48,289.08		38,515.51		83,312		152,437		1		69,124		70,960		162,442		316,715		298,323		-18,392		Provision made in the proposal was less

		3		Asset purchases in State Office		821.90		520.85		6,520.00		4,098.47		7,610.00		4,639.68		35,282.18		21,736.02		50,234.08		30,995.01		64,583.59		40,787.31		2147.71		1553.88		2970.00		2118.25		18770.02		13068.81		88,471.32		57,528.26		44,076.46		30,733.76		12,482.62		8,258.58		127,516		119,871		1		-7,645		17,846		15,291		160,652		145,103		-15,549		Purchase value in the original budget was far below than the actual. (eg., computers, jeeps..)

		4		Asset purchases in Head Office		- 0		- 0		8,258.00		5,190.98		176.00		107.30		2,926.87		1,803.13		11,360.87		7,101.41		15,158.77		9,573.42		91.27		66.03		91.00		64.90		3353.35		2334.80		18,694.39		12,039.16		3,199.47		2,239.51		0.00		0.00		21,380		12,323		2		-9,057		357		929		22,666		13,590		-9,075

		VI.		EXTERNAL TECHNICAL ASSISTANCE		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		1,069.00		675.12		3827.83		2769.45		2208.00		1574.78		6603.90		4598.03		13,708.73		9,617.39		35,755.72		25,011.05		56,559.59		38,462.69		73,091		84,677		1		11,586		44,129		37,413		154,633		147,128		-7,505		Estimated cost was less

		VII.		TRAINING MATERIAL & EQUIPMENT		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		482.00		304.40		239.77		173.47		704.00		502.10		3947.16		2748.25		5,372.93		3,728.23		22,762.59		15,900.42		10,724.85		13,401.37		33,030		45,362		1		12,332		39,496		60,414		132,940		68,916		-64,024		Estimated cost was less for printing,developing of training materials.

		VIII.		CARE UK CONTRACT MANAGEMENT		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		24,525.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		24,525.00		0.00		24,525.00		0.00		24,525.00		98,100		130,750		1		32,650		24,525		100,125		222,750		230,875		8,125		additional to original budget

				TOTAL		15,316.79		9,706.46		66,973.67		42,099.63		71,544.16		43,619.17		134,089.05		82,607.19		287,923.67		202,557.45		175,957.36		111,124.64		85,405.13		61791.05		133,628.00		95,305.61		304,159.35		211,773.96		699,149.84		504,520.26		1,259,503.06		905,341.10		1,646,719.77		1,269,854.84		2,882,274		5,872,131		5		2,989,858		2,236,803		4,376,070		9,495,147		9,852,398		357,251		savings in original budget
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		I.		TIER 1		- 0		- 0		545.10		342.65		3,618.00		2,205.83		2,315.28		1,426.36		6,478.38		3,974.83		5,744.39		3627.83		487.34		352.59		6684.00		4767.13		133971.51		93278.99		146,887.24		102,026.55		472,290.62		330,596.89		1,086,777.57		697,469.01		1,134,067.28		3,245,161.55		35%		2,111,094.27

		1		Operational grant for Tier I partners		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		2.54		153.00		96.63		0.00		0.00		4151.00		2960.56		79214.49		55153.87		83,518.49		58,211.06		240,227.44		168,066.99		363,826.59		236,202.58		462,483.17		614,280.13		75%		151,796.96

		2		Loan Fund				- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		0.00		0.00		0.00		0.00		0.00		0.00		43646.23		30389.12		43,646.23		30,389.12		95,594.62		66,836.89		430,819.09		273,877.54		371,103.55		765,747.00		48%		394,643.45

		3		Capacity building for Tier I Partner Staff		- 0		- 0		404.00		253.95		3,618.00		2,205.83		2,286.45		1,408.60		6,308.45		3,868.38		4,623.83		2,920.15		362.38		262.18		2379.00		1696.74		10466.97		7287.73		17,832.18		12,166.80		31,700.39		22,169.37		42,464.39		27,729.17		65,933.72		60,749.13		109%		(5,184.59)

		4		AP Women's Fund				- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		0.00		0.00		0.00		0.00		154.00		109.84		0.00		0.00		154.00		109.84		98,861.29		69,399.28		247,325.10		158,139.71		227,648.82		1,774,284.79		13%		1,546,635.97

		5		Baseline, Monitoring & Evaluation (Tier I)				- 0		141.10		88.70		- 0		- 0		28.83		17.76		169.93		106.46		967.56		611.06		124.96		90.41		0.00		0.00		643.82		448.27		1,736.34		1,149.73		5,906.88		4,124.37		2,342.40		1,520.00		6,900.55		30,100.50		23%		23,199.95

		II.		TIER 2		1,739.12		1,102.10		719.70		452.40		348.14		212.25		2,109.79		1,299.76		4,916.75		3,066.52		3,799.00		2399.23		6775.14		4901.85		6206.00		4426.22		3797.46		2644.02		20,577.60		14,371.32		159,493.25		111,611.08		110,977.05		136,017.76		265,066.68		690,831.86		38%		425,765.18

		1		Training and workshops for Tier II partners		1,739.12		1,102.10		276.65		173.90		59.82		36.47		1,012.69		623.88		3,088.28		1,936.36		2,875.00		1,815.69		6700.89		4848.13		5884.00		4196.56		2359.00		1642.48		17,818.89		12,502.85		125,001.45		87,495.75		61,507.61		58,191.62		160,126.58		200,663.34		80%		40,536.76

		2		TA to Tier II Partners		- 0		- 0		- 0		- 0		- 0		- 0		25.60		15.77		25.60		15.77		856.00		540.60		45.81		33.14		310.00		221.10		1425.46		992.49		2,637.27		1,787.33		17,017.23		11,906.06		26,595.79		32,380.26		46,089.42		112,382.88		41%		66,293.46

		3		Cross Visits (for Tier I also)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		0.00		0.00		7.61		5.51		0.00		0.00		0.00		0.00		7.61		5.51		12,807.70		8,950.92		10,809.84		7,389.13		16,345.55		47,164.10		35%		30,818.54

		4		Innovation Fund		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		68.00		42.94		0.00		0.00		0.00		0.00		0.00		0.00		68.00		42.94		817.20		571.50		1,291.67		29,071.61		29,686.05		286,178.69		10%		256,492.64

		5		Technical notes production and dissemination		- 0		- 0		- 0		- 0		- 0		- 0		68.48		42.19		68.48		42.19		0.00		0.00		0.00		0.00		12.00		8.56		13.00		9.05		25.00		17.61		2,140.30		1,496.52		5,342.40		5,360.70		6,917.01		26,146.62		26%		19,229.61

		6		Resource / documentation center Costs		- 0		- 0		443.05		278.50		288.32		175.78		1,003.02		617.92		1,734.39		1,072.21		0.00		0.00		20.83		15.07		0.00		0.00		0.00		0.00		20.83		15.07		1,709.37		1,190.34		5,429.74		3,624.43		5,902.05		18,296.23		32%		12,394.18

		III.		TIER 3		- 0		- 0		741.37		466.02		- 0		- 0		347.29		213.95		1,088.66		679.98		804.00		507.76		408.37		295.46		2595.00		1850.80		7903.94		5503.20		11,711.31		8,157.21		57,501.92		40,240.77		24,458.03		42,990.23		92,068.19		100,521.34		92%		8,453.15

		1		Network meetings(States)on general/policy issues		- 0		- 0		741.37		466.02		- 0		- 0		343.17		211.41		1,084.54		677.44		804.00		507.76		107.65		77.89		0.00		0.00		5278.58		3675.26		6,190.23		4,260.91		7,792.29		5,442.22		6,562.67		15,605.16		25,985.73		25,726.72		101%		(259.01)

		2		National Networking workshops		- 0		- 0		- 0		- 0		- 0		- 0		4.12		2.54		4.12		2.54		0.00		0.00		0.00		0.00		1347.00		960.70		2557.49		1780.68		3,904.49		2,741.38		29,744.14		20,828.61		10,375.45		19,953.30		43,525.83		43,829.72		99%		303.89

		3		Policy research and documentation		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		0.00		0.00		300.72		217.57		1248.00		890.09		67.87		47.26		1,616.59		1,154.92		19,965.49		13,969.94		7,519.91		7,431.77		22,556.63		30,964.91		73%		8,408.27

		IV		PROJECT DELIVERY		7,068.10		4,479.15		43,081.50		27,081.02		51,369.02		31,318.75		73,059.50		45,009.19		174,578.12		107,888.12		66,933.92		42,271.65		55,236.62		39963.98		88,844.00		63,364.95		124,790.42		86,886.57		335,804.96		232,487.14		348,686.06		243,620.99		229,884.84		228,111.86		812,108.12		1,079,081.56		75%		266,973.45

		1		Project Staff in each State Office		5,933.56		3,760.18		7,121.57		4,476.62		15,625.00		9,526.28		27,861.00		17,164.11		56,541.13		34,927.18		26,602.02		16,800.32		17983.70		13011.30		41836.00		29838.10		42334.45		29475.78		128,756.17		89,125.50		117,466.22		82,101.16		89,765.81		97,525.46		303,679.30		409,487.40		74%		105,808.10

		2		Project Management and Technical Support Staff (HQ)		43.58		27.62		4,878.00		3,066.31		8,666.00		5,283.50		13,912.00		8,570.66		27,499.58		16,948.09		4,799.00		3,030.77		8428.60		6098.14		10486.00		7478.78		26511.55		18458.93		50,225.15		35,066.62		65,931.76		46,095.06		41,429.61		39,668.99		137,778.76		303,050.36		45%		165,271.60

		3		CARE Staff Induction and capacity Building costs		1,090.96		691.36		16,575.93		10,419.62		11,857.86		7,229.52		16,552.50		10,197.37		46,077.25		28,537.87		4,648.04		2,935.44		391.99		283.61		1646.00		1173.95		23545.84		16394.02		30,231.87		20,787.02		48,817.86		34,046.63		3,891.09		5,757.19		89,128.71		56,899.10		157%		(32,229.62)

		4		CARE India Management Support		- 0		- 0		14,506.00		9,118.47		15,220.16		9,279.45		14,734.00		9,077.06		44,460.16		27,474.98		30,884.86		19,505.12		28432.33		20570.94		34876.00		24874.12		32398.58		22557.83		126,591.77		87,508.00		116,470.22		81,378.14		94,798.33		85,160.23		281,521.35		309,644.72		91%		28,123.36

		V		PROJECT SUPPORT		6,509.57		4,125.20		21,886.00		13,757.53		16,209.00		9,882.33		56,257.19		34,657.93		100,861.76		62,423.00		97,125.05		61,338.65		18,430.06		13334.24		26,387.00		18,819.63		23,144.96		16,114.91		165,087.07		109,607.42		163,012.90		113,834.89		127,337.84		88,876.94		374,742.25		495,746.06		76%		121,003.81

		1		Administrative Costs in the State Offices		4,683.00		2,967.68		4,424.00		2,780.93		4,582.00		2,793.56		6,932.00		4,270.54		20,621.00		12,812.71		16,118.56		10,179.56		14672.91		10615.93		20563.00		14665.86		-658.32		-458.36		50,696.15		35,002.99		75,316.26		52,615.60		66,566.14		42,102.84		142,534.14		211,115.04		68%		68,580.90

		2		Administrative Costs in the head office		1,004.67		636.67		2,684.00		1,687.16		3,841.00		2,341.79		11,116.14		6,848.23		18,645.81		11,513.86		1,264.13		798.35		1518.17		1098.40		2763.00		1970.62		1679.91		1169.65		7,225.21		5,037.03		40,420.71		28,246.03		48,289.08		38,515.51		83,312.42		152,436.64		55%		69,124.22

		3		Asset purchases in State Office		821.90		520.85		6,520.00		4,098.47		7,610.00		4,639.68		35,282.18		21,736.02		50,234.08		30,995.01		64,583.59		40,787.31		2147.71		1553.88		2970.00		2118.25		18770.02		13068.81		88,471.32		57,528.26		44,076.46		30,733.76		12,482.62		8,258.58		127,515.61		119,871.05		106%		(7,644.56)

		4		Asset purchases in headoffice		- 0		- 0		8,258.00		5,190.98		176.00		107.30		2,926.87		1,803.13		11,360.87		7,101.41		15,158.77		9,573.42		91.27		66.03		91.00		64.90		3353.35		2334.80		18,694.39		12,039.16		3,199.47		2,239.51		0.00		0.00		21,380.08		12,323.34		173%		(9,056.74)

		VI.		EXTERNAL TECHNICAL ASSISTANCE		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		1,069.00		675.12		3827.83		2769.45		2208.00		1574.78		6603.90		4598.03		13,708.73		9,617.39		35,755.72		25,011.05		56,559.59		38,462.69		73,091.12		84,676.90		86%		11,585.77

		VII.		TRAINING MATERIAL & EQUIPMENT		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		482.00		304.40		239.77		173.47		704.00		502.10		3947.16		2748.25		5,372.93		3,728.23		22,762.59		15,900.42		10,724.85		13,401.37		33,030.01		45,362.16		73%		12,332.15

		VIII.		CARE UK CONTRACT MANAGEMENT		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		24,525.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		24,525.00		0.00		24,525.00		0.00		24,525.00		98,100.00		130,750.00		75%		32,650.00

				TOTAL		15,316.79		9,706.46		66,973.67		42,099.63		71,544.16		43,619.17		134,089.05		82,607.19		287,923.67		202,557.45		175,957.36		111,124.64		85,405.13		61791.05		133,628.00		95,305.61		304,159.35		211,773.96		699,149.84		504,520.26		1,259,503.06		905,341.10		1,646,719.77		1,269,854.84		2,882,273.65		5,872,131.42		49%		2,989,857.78
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