


1 General Background 

The MEDA Southern Afiica Regional (Mice was established in January 1994. One of the reasons 
for the establishment of the office was to assist in the reconstruction of the Southern Afiican 
economies after the damage of apartheid in South AErica and the conflicts found in the frontline 
states in Southern Africa. 

MEDA has chosen to work in Zimbabwe and Mozambique in three different ways: 
1 MEDA has funded a small rural suboffice of Zambuko Trust, an existing organization. 
2 MEDA has assisted the Bulawayo community in starting Phakama (arise) Economic 

Development Company, a separate and autonomous organization. 
3 MEDA plans to operate the Mozambican program directly, with the goal of turning it over 

to a local board of directors in the future. 

MEDA applied successfbHy for a grant under the Innovation Grant Project of the USAID 
Microenterprise Office in Washington, DC. Due to delays in finalizing the funding of that four- 
year funding, MEDA applied to the USAID Mission in Zimbabwe for a $50,000 bridging grant. 
This application was successfbl. The grant covered the period of October 1, 1995 to June 30, 
1996. The award number was 690-0000-G-00-6099-00. This evaluation serves as the final report 
for that bridging grant. 

1.1 Program Goals and Rationale of MEDA Regional Oflice 

The MEDA Southern Africa Regional Office Program Goal for fiscal year '96 
(July 1, 1995 - June 30, 1996) was: 

To contribute to the transformation of the economy of the SADC states by 
supporting the development of rural and urban micro-enterprises owned and 
operated by the poorest of the economically active; to be accomplished through the 
establishment of viable credit institutions to deliver credit and training sewices 
directly and through other organizations. 

The key elements of the goal statement include reaching the poorest micro-entrepreneurs with 
financially viable services. 

2 Program Evaluation 

2.2 Program Rationale and Goals of Partner Organisation 
The vision statement of the Phakama Economic Development Company is: 

Our vision is that Phakama will transform deserving micro-entrepreneurs into 
successful and self-reliant people by giving them the necessary training, financial 
assistance and continuous professional guidance. 
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The mission statement of Phakama is: 

To assist in meeting the financial and developmental needs of the informal sector micro- 
entrepreneurs with business potential. 

Phakarna was initially formed in March 1995 with its first general meeting. It is an autonomous 
organization owned by Christian business and professional persons in Bulawayo. Phakama 
initially registered with the government of Zimbabwe as a savings and loan cooperative. After a 
year of applying as a cooperative with the Government of Zimbabwe, during which more than 12 
versions of the bylaws were submitted, Phakama decided at a General Meeting on May 28, 1996, 
to register as a private company. The application was submitted to the Government of Zimbabwe 
and Phakama Economic Development Company (Private) Limited was officially incorporated 
under the Zimbabwe Companies Act (Chapter 190) on July 3 1, 1996. 

The rationale for a credit program in Matabeleland remains as sound as when Phakama started. 
As a manufacturing town, Bulawayo industries have been hard hit by the opening up of the 
economy under the World Bank sponsored Economic Structural Adjustment Program (ESAP). 
Many workers have been retrenched from their jobs. Many of these industrial workers have 
continued in their sewing, welding, and other trades as self-employed micro-entrepreneurs. Credit 
from Phakama has provided them with working capital to expand their businesses. 

Traders in vegetables and used clothing are also benefitting fiom the loans. One difficulty that 
Phakama is facing is finding the people who have taken out the loans and are in arrears. The 
Phakama board of directors and the finance committee have considered limiting the number of 
persons in the solidarity groups who rent a room. A number of those who were renters have not 
paid back their loans and have moved from one abode to another. This move may tighten up 
collections and reduce arrears. 

The tradeoff of limiting the number of renters is that renters are poorer than people who own or 
rent their own home. If you lend to those who own or rent a house, you are not reaching the 
"poorest of the economically active. " 

2.3 Impact 
(a) Performance Indicators 
1 Active Clients 

Goal - 640 Actual - 1040 Variance - 400+ 

Phakama has experienced explosive growth in lending in its first nine months of lending. The 
demand for credit has been astounding. New clients come in daily to seek loans. 
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2 Number of loans 
God - 1920 Actual - 1 877 Variance - (-43) 

The number of loans given was for only nine months rather than an entire year. The original 
projection assumed USAID Washington fbnding for the entire year. 

3 Individuals receiving loans 
Goal - 1920 Actual - 1,877 Variance - (-43) 

Phakama staffhave worked hard at disbursing loans. They are committed to helping "the poorest 
of the poor." The high number of individuals receiving loans represents the high commitment that 
Phakama staff have to serve the poor. 

4 Loan volume 
Goal - US$326,400 Actual - US$185,357 Variance - ( U S 1  4 1,043) 

Lending only nine months, having a shortage of knds with which to lend, and the small sizes of 
solidarity group lending compared to the projections of larger solidarity group loans and starting 
individual lending, are the reasons to explain why the loan volume was below the projected loan 
volume. 

5 Jobs created 
Goal - 120 Actual - 185 Variance - +65 

It has been very difficult to accurately measure the jobs created because Phakama's credit 
promoters have been too busy to make the 16 week follow-up visits. In the solidarity group 
methodology the credit promoters visit client businesses near the end of the 16 week period to 
assess the equity and income increases, new jobs that have been created, and assess the business 
for a second loan if the microentrepreneur has applied for a second loan. 

Thus the 185 jobs created is a best estimate based upon an analysis of the actual number of jobs 
created for loans over the fiscal year based on the average rate of jobs created per US$1,000 
loaned. Since US $185,357 was lent, we can estimate that 185 jobs were created. 

6 Families assisted 
Goal - 480 Actual - 936 Variance - +456 

It has been very difficult to determine the families assisted. Many of the members of the solidarity 
groups are members of the same family. This is the total number of families who have received 
loans fiom Phakama. Phakama has 1040 active clients and each client is over 18 years and at least 
90% of Phakarna clients have families. Although some of them are members of the same family, 
they do have their own families or dependants. Note that this figure is an estimate. It is very 
difficult to trace manually the total number of families helped. 
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7 Community of activity 
Goal- 1 Actual - 1 Variance - 0 

Phakama does not plan to open a second o6ce until the third year of operation. Phakama is 
presently beginning its second year of operation. Since Bulawayo has a population of 
approximately 800,000, Phakma is challenged to meet at least a part of the demand for credit by 
microentrepreneurs in Bulawayo. 

8 Average client equity increase 
Goal - US$SO Actual - U S 7 7  Variance - +US$27 

This statistic was very difficult to approximate. Since Phakarna's credit promoters have been 
overwhelmed with their clients' caseload, they have not done follow-up assessments after each 
loan cycle. The method that was used to determine the average ciient equity increase was to take 
a sample of those follow-up assessments that were done. 

Twenty-five loans of US$400 were taken as a sample. (See Appendix A) The beginning totd 
equity of all 25 groups (US$16,510) was subtracted fiom the totd equity after the first loan 
(US$24,934.70). The di£krence (US$8,424.71) was divided by (22.5 x 5) 1 10 persons to get the 
average loan equity per client (US$77). The twenty-five groups were from groups that were lent 
to early in the year. As the year progressed and the credit promoters became overwhelmed with 
work, they were unable to complete the follow-up client assessment. 

9 Net Profit 
Goal - (US$32,090) Actual - (US$28,943) Variance - ($3 147) 

Even though Phakama's net loss was less than the projected net loss, there were no vehicles 
purchased and vehicle expense recorded in the fiscal year, whereas in the original projections, 
these expenses were projected. The most distressing line item was the bad debt provision of 
$18,050. This represents an arrears rate of 34%. 

The arrears problem started in April when the repayment rate fell to 74%. Prior to that month 
the repayment rate had been above 85%. As of the end of June the repayment rate was 66%. 

The arrears rate is caused by a number of factors. Arrears occur in the second and third cycle of 
loans, according to Phakama stxi@ It cm be argued that second and third loans become too large. 
The first group loan is $400, the second loans are often $750, and the third loans are $1000. If 
the equity and the monthly profit are not increasing proportionately, then the repayment capacity 
of the business cannot keep up with the debt burden. 

The client load per credit promoter has become too large In the microenterprise field a maximum 
of 400 clients per credit promoter is often considered an industry standard. In Phakama the two 
credit promoters served on June 30 a total of 1040 clients or 520 clients per credit promoter. 
Without vehicles the credit promoters simply cannot keep up with visits. A new Credit & 
Training Supervisor has been hired She is following up on clients who are in arrears. 
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(b) Vignettes 

Vignette #1 
Manjonjo Chamunorwa is a tailor in Bulawayo. He has received a US$200 loan fiom Phakarna 
as part of a solidarity group. The group received a loan of US$1000. Mr Chamunorwa is a 
member of a sect in Zimbabwe called the John Marange Apostolic Church. ApostoIic sects rely 
heavily on the Old Testament and the personal biblical interpretation of the prophet of each group. 
The sect believes that members should not go to the hospital when they are sick. Rather, they 
should go to be healed by the sect leaders. In earlier days they also did not sent their children to 
school. Today, they wiIl send their children to school. 

He is 36 years old and has two wives. Their ages are 26 and 17. A third wife who was 3 1 passed 
away last year. Mr Chamunorwa also lost two children last year. 

He is an ex-combatant with ZIPRA: the rebel group from Matabeleland led by the now Vice- 
President Joshua Nkomo. Mr Chamunonva was trained in Zambia. He receives US480  per year 
in demobilization pay as an ex-combatant. 

He has never had any other job before. He heard about Phakama firom another member of his 
sect. 

Since he has received a loan, the amount and qualrty of food has improved at home. With his loan 
he purchased a new zigzag sewing machine. He also has plans to go into the soap-making 
business. He said, "Phakama has encouraged us to create our own employment rather than rely 
on other people." 

He also said, "After the lessons (Phakarna training), we were able to set aside some money as a 
salary. Previously, we were not taking stock (of our supplies), but we were depending on trust." 

One diiliculty is that he ordered a bale of used clothes. Unfortunately, the used clothes were of 
very poor quality so he did not make any money on the venture. 

The benefits of the Phakama loan means better food for his children. Since he lost two children 
last year, better and more food has a very important impact on the well-being of his family. 

A second benefit is that he can now better afford to send his kids to school, especially secondary 
school. He said that he believes it is a sin to die without settling all your debts. He said that there 
is not access to credit in Bulawayo for the small informal sector microentrepreneur. He is gratehl 
for access to the loan from Phakama. 
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Vignette #2 
On a cold and windy July 24, 1996 Phakama and MEDA staff visited the Shooting Star solidarity 
group at the Sekusile Flea Market in Nkulumane High Density suburb in Bulawayo. Matiya 
Ngambo 29, Girlie Phiri 40, Xotshiwe Ngwenya, Alice Mpofb 29, and Alice Musara 27 were 
seliing used clothing and embroidered table cloths. They make sales of US $190 per week and 
have expenses of US $75, therefore clear a gross profit of US $1 15. In their balance sheet, they 
have clients owing them US $100, have cash of US $20, and stock of US $50. Their total equity 
is USS170. They made sales of approximately US$5O is the last two days. 

They are requesting a loan of US $400 for the group of five persons. Phakama will need to 
assess ifthey can repay the loan. The solidarity lending group loan would need to be paid back 
in 16 weeks with a US$28 weekly repayment for principal and interest. 

These women are selling their clothes sitting on the ground and exposed to the wind and sun. 
They are working very hard to support their families. I thought to myself, if I sat on the Phakarna 
Credit Committee that decides on extending loans, would I vote to give them a loan? 

Vignette #3 
Mr Mindurwa Taruvinga is a tailor who has received a US $750 solidarity group loan with four 
other persons. He started his business in 1988 with one machine. He now has four sewing 
machines and employs four persons including himself. The business makes men's shirts, school 
uniforms, and security firm uniforms. The MEDA Regional Manager ordered a suit to be made 
by him. 

Mr Taruvinga's group has not kept up on their repayments. On July 24 the Phakarna Credit & 
Training Manager and two credit promoters visited the business. He said that they had sent 
someone to pay each week, but she had pocketed the money. Phakama still expects repayment 
fiom the group. 

Vignette #4 
The B & C Co-op consists of Sibusine Mlilo, Nyovane Visani Ngwenya, Zanee Mlalizi, Juliet 
Dube, and Black Sitambil. Ms Black Sitambil is a new member of the group; the previous 
member lost her husband recently and does not want a loan. It is surprising how many Phakama 
clients have lost a child or a spouse recently. 

The group sells clothes, dishes, and candy in front of the Rose Police Camp in BuIawayo. They 
sell in the sun and sit on the hard pavement. One member has a broken chair on which to sit. 
Some of the clothes they sell are purchased in the city centre and sold for a profit on the street. 
They have been operating their businesses since 1992, but have been selling for seven months at 
the present location. 

They have US $210 in equity consisting of $40 in cash, $20 in accounts receivable, and $150 in 
stock. Their monthly profit is $450 consisting of income of $750 and expenses of $300. 
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2.4 Financial Reports (Appendix B) 

2.5 Statistical Reports (Appendix C) 

2.6 Institutionalization 

Phakama was originally going to be registered as a savings and credit cooperative. After 12 
submissions, with 6 copies of the by-laws in each application, the members of Phakama have 
decided to file as a company under the Companies Act. Phakama Economic Development 
Company (Private) Limited was incorporated under the Zimbabwe Companies Act (Chapter 190) 
on July 3 1, 1996. Prior to registration as a company, Phakama is operating as a pre-cooperative. 

Phakama is registered as a money-lender with the Ministry of Finance. Phakarna is required to 
submit its audit report as the basis for the renewal ofthe annual license. Phakama's license expires 
on December 3 1, 1996 Phakama will need to submit its audit letter and the application for 
renewal in November. Phakama charges 32% interest on the straight-line method and 
approximately 2% administrative fees. 

2.7 Management, Strategy, and Operations 

The Phakama Director of Operations, Mr Isaac Mpofi, reports to the board of directors. The 
members elect the members of the board of directors at each Annual General Meeting. Phakama 
hired a Credit and Training Supervisor, Mrs Sitambile Phile, who started July 1. She has the 
unenviable task of following up on clients who are in arrears. She is tasked with reducing the 
arrears rate of 34% on June 30. 

MEDA and Phakama are currently negotiating an Implementation Agreement. This two year 
agreement will set the minimum targets that need to be reached if more loan capital is to be 
accessed. Prior to MEDA signing this document, a review team will visit Phakama to determine 
to strength of its Accounting and Management Information Systems. The review team will also 
review the minimum targets. 

If this Implementation Agreement is signed, the plan is to move Phakama to profitability in the 
fourth year of operations. The fimding for the Agreement would come from the USAID 
Microenterprise Office Innovation Grant Project. 

3 Conclusions 

The Zimbabwe Mission of USPJD has provided a valuable role to Phakama Economic 
Development Company in its infancy. By providing a $50,000 bridging grant, the Mission 
assisted Phakama with loan fiinds and operational expenses and MEDA with the hnding to 
provide technical assistance to Phakama. With the signing of the four-year finding from 
Washington office of the USAID Microenterprise office on 7 June 1996, Phakama and MEDA 
can work toward malung Phakama a viable and sustainable microfinance institution for the poor 
in Matabeleland. 
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CLIENT EQUITY INCREASE 



MENNONITE ECONOMIC DEVELOPMENT ASSOCIATES 

FUND ACCOUNTABIlJ7V' STATEMEKT 

'( BASED ON COST REIMBURSEMENT) 

OCTOBER 1,1995 TO JUNE 30,1996 

DETAILS 

OTES 

1 

2 

1 

2 

2 

3 

4 

5 

OTE: 

REVENUE 

Labor 

Equipment 

Revolving Loan Fund 

TOTAL REVENUE 

COST INCURRED 

LABOR 

Operational Expenses 

Techn~cal Assistance 

Personnel 

EQUIPMENT 

Computers 

Office Equ~pment 

Telephones 

Revolving Loan Fund 

TOTALCOST INCURRE 

FUND BALANCE 

BUDGET 

US s 

- 
UATE 

9.8Bt 

1 SUBMITTED CLAIMS BUT NOT YET RECEIVED THE CHEQUE 

2 SUBMITTED CLAIMS AND WE HAVE RECEIVED THE CHEQUE 

3 NOT SUBMITTED ANY CLAIM 

4 SUBMITTED CLAIM BUT STILL AWAITING FOR THE SIGNING OF LOAN AGREEMENT BY PHAKAMA 

5 FUND BALANCE US$ 

OPERATING EXPENSES U/CLAIM 98.77 

PERSONNEL OICLAIM (23 41) 

COMPUTERS UlCtAlM 87.05 
TECHNICAL ASSISTANCE O/CLAIM (1,745 46) 

OFFICE FURNITURE UICLAIM 83.05 

TELEPHONES NO CLAIM 1,500.00 

FUND BALANCE (0.00) 



G X C w G e  
PHAKAMA SAVINGS AND CREDIT SOCIETY W'fG : 

SIWJNC;; : 9.W75 
PROFlT AND LOSS ACCOUNT FOR THE PERIOD ENDED 37-06-96 

BANK INTEREST 
JOINING FEE 
REG. FEE 
INTEREST FROM LOANS 
PENALTIES 
MISC. INCOME 
UNUSUAL ITEM 

TOTAL INCOME 

EXPENSES 
SALARIES 
FUEL 
TRANSPORT 
STAFF TEA 
BUS. LUNCHEON 
ADVERTISING 
BANKCHARGES 
OTHER 
CLEANING MATERIALS 
PHOTOCOPYING 
STATIONERY 
PRlNTING 
POSTAGElMAlLING 
TELEPHONE 
WATER AND ELECTRICITY 
RENT 
MEALS AND LODGINGS 
MEMBERSHiP & PUBLICATION 
DEPRECIATION PROVISION F&F 
MAINTENANCE 
GAINS & LOSS 
DEPRECIATION PROVISION - OFFICE EQUll 
BAD DEBT PROVISION 
DEBT COLLECTION EXPENSE 
DEPR. PROVISION - COMP & PRINTER 
DEPR. PROVISION - P.A.B.X 
INTERESTPAYABLE 

TOTAL EXPENSES 

RETAINED EARNINGS 

- Y E A R  

ZIM$ 
$251.59 

$4 100.00 
$91 888.00 

$122 164.40 
$16 367.50 

$237.63 
$0.00 

r0 D A T I  



EKHANGE 
PHAKAMA SAVINGS AND CREDIT SOCIETY WTE : 
BALANCE SHEET AS A T  30-06-96 $EL, 9.9775 

ASSETS 

:&St( AT BANK AND ON HAND 
:ASH IN TRANSIT FROM MEDP. 
'OTAL 

)EPOSITS 

rDVdNCES 
'REPAID SALARY 
iTAFF LOAN 

.OANS OUTSTANDING 
ESS LOAN LOSS RESERVE 

[DF LOAN (USAID) RECEIVABLE - MEDA 

DTAL RECEIVABLES 

:!XED ASSETS 
CCUMULATED DEPRECIATiON 

JET BOOK VALUE 

.!ABILITIES 
VTEREST PAYABLE (EDF LOAN) 
iECURlN DEPOSITS 
lCCRUED EXPENSES 

.ONG TERM LIABILITIES 

iCONOMlC DEVELOPMENT FUND LOAF 

EQUITY 

rUTHOR1SED SHARE CAPITAL 

'0 000 SHARES AT $1 0 EACH 
SSUED SHARE CAPITAL 

4EDA OPERATING SUBSIDY 
;APITAL GRANT 
?ETAINED PROFITl(L0SS) 

ZIM $ 

I 
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