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FINAL EVALUATION

ALLEVIATING THE EFFECTSOF POVERTY ON WOMEN AND CHILDREN
PROJECT HOPE
VILLAGE HEALTH BANKING PROJECT
1.1 Evaluation Profile Sheet
* PVOname The People-to-People Health Foundation, Inc. (Project HOPE)
= Cooperative Agreement number: FAO-A-00-98-00028-00
= Country program sites. Ecuador, Maawi, Guatemaa, Peru
= Duration of Grant: Sept. 1, 1988 - Aug. 31, 2003
= Bendficiary Populations: 13,000 impoverished women in three countries
* PVC-PVO match: USAID: $2.4 million; Project HOPE: $2.999 million
* PVC-PVO match funds disbursed to date:

PVC: $ 2,400,000
PVO: $2,425,260

= Date DIP wasfirst approved by PV C: October 1999
=  Evduation Start Date: June 1, 2003

= Evduation End Date: August 15, 2003.



1.2 Summary of Conclusions and Recommendations

The Village Hedlth Banking (VHB) project has had qudified success in achieving its

god to alleviate poverty and its effects on women and children. Thefive-year project has
‘graduated’ operations in one country, Ecuador, and effectively created aloan portfolioin
three very different, start-from-scratch country settings, Malawi, Guatemala, and Peru,

each of which has represented specific chalenges.

VHB has accomplished a number of targets a 100% or more of god; however, under-
anticipated, heavy attrition has detracted from the project’ s redizing its full potentid.
Operationd sustainability has been achieved in one country but not yet in the other three.
While achieving operationa sustainability in these countrieswas likely an overly
ambitious god, it will probably be achieved in one, perhaps two, countriesin the
foreseeable future.

Of atotd target of 13,000 participants, the Final Evauation demonstrates substantial
improvement in health and incomes for 2,250 women, those who remain in the project
four or more loan cycles, many of whom continue in the project even now. To alesser
degree, improved hedth and income can be inferred for other 4,000 or so women who
participated ayear or more during the project but who have since withdrawn.

The following table summarizes overdl project achievements of Strategic Objectives.

Overall Goal: To alleviate poverty and its effects on women and children

Proposed Results | Current Status

SO 1. Strengthened [HQ)] capacity to implement Village Health Bank programs
Formation of an Income Generation Department in HOPE HQ Accomplished
Development of acommon, flexible VHB methodol ogy Accomplished
Implementation of VHB in 3 new countries and 1 expansion Accomplished
Greater sustainability through diversified funding sources Accomplished
Increased sustainability of HQ technical services Accomplished
Establishment of a program performance monitoring system Two-thirds accomplished

Establishment of a program impact assessment system

SO 2: Financial services and health education provided in a sustainable manner

Develop local staff capacity to implement VHB methodol ogy Accomplished

Achieve sustainability of three country operations Average: 57%

Serve asignificant population 48%, 51%, 77% or 131%
(depending upon method of calculation)

Maintain high program quality [in financial terms] 49% under-achievement in arrears

Loan losses controlled in 2 countries

SO 3: Improved income and health of impoverished women and children

Form financially viable, democratic community institutions 130% accomplished

I mprove economic opportunities for women (loans disbursed) Accomplished

20% increase in incomes of participants Accomplished for 2,251 women, less for
another 4,046 women

Increased exposure of women to health talks Accomplished

Improved health status of participating women 32% accomplished




From the Headquarters perspective, the project has been effectively managed in most of
itstangible e ements.

Regarding the provision of financia services and health education, loca saff has been
effectively trained in the VHB methodology, and a Sgnificant population has been

served. Operationd sustainability, akey project goa, has been achieved 58% in Maawi,
69% in Guatemala and 45% in Peru. Indicators of high quaity performancein micro-

finance have been achieved at 43% of god, in large part due to discouraging performance

in Peru.

Regarding improved income and hedlth, more than 100% of targeted village banks have
been opened while 65% of them remain open at time of the evaluation. More loans have
been disbursed than planned also. Increased income due to the loans has been achieved
for 6,297 women, more for 2,251 four-loans-or-more women il involved in the project
than for another 4,046 who are no longer involved. In terms of hedth, the goa of 12,000
health talks has been exceeded. Improved hedlth status for participating women has
been achieved at an estimated 32% of god.

The following table contrasts project accomplishments country- by-country.

VHB Accomplishments per Country
Objectives Indicators Malawi Guatemala Peru
VHB model » VHB policies and procedures defined for Accomplished throughout project
adapted to successful implementation in this area
g?atrt?gtenstlcs » Completed lesson plans for health and Ontheway in | Onthewayin | Well onthe
countr business education that is appropriate to the | health and health; not way in health;
y needs of the beneficiaries business underway in not underway
business in business
Expansionof | ¢ New VHBs created 164% 122% 88%
theVHB accomplished | accomplished | accomplished
program * Women receiving loans 122% total, 123% total, 154% total,
53% active 53% active 32% active
accomplishment | accomplishment | accomplishment
Maintenance | ¢ Arrearsover 30 dayslessthan 5% of Not Accomplished | Not
of high outstanding loans accomplished accomplished
ch;?irgm . Ltcf)alr_] loss rates of less than 2% of average Accomplished | Accomplished | Not
portiolio accomplished
 Operational efficiency of lessthan 15% by | Accomplished | Accomplished | Not
grant end accomplished
Improved » New staff trained and oriented in VHB Accomplished throughout project
institutional methodol ogy
capabilities . . . . . .
« Development of planning, administrative, Accomplished | Accomplished | Accomplished
and management systems and documentation but ...

to support agrowing institution




Objectives

Indicators

M alawi

Guatemala

Peru

 Upgrade of the Financial Management
Information System to assess economic
impact on beneficiaries

Accomplished throughout project

» Development of an Impact Assessment Accomplished in micro-finance Accomplished
System but can be strengthened; not inM-f; well
accomplished in health advanced in
health
Self- » Achieve a100% level of operational 58% 69% 45%
Sufficiency sustainability; accomplished | accomplished | accomplished
* Accessing in-country resources to Not Partially Not
complement program operating and growth | . oomplished | accomplished | accomplished
needs
Increased  Income of participating women increased 20% for 755 50% for 829 15% for 667
beneficiary by 20% annually women; less women; less women; less
impact for 1,588. for 1,974 for 484.
» 70%of VHB memberswill beengagedin | yesfor 750+ | Yesfor830+ | Yesfor 650+
improved home-based health practices women women women

In other areas. Parthership was not a specific objective of the grant but the VHB has
neverthel ess established a number of effective partner relaionships at the country level.
New tools. The project created an innovative “ peer evauation” process during the
Midterm that showed promise. VHB-Guatemaa crested an innovative loan monitoring
system that could be widdly distributed; VVHB-Peru created an excellent hedth talk
monitoring tool. Sustainability seems assured through FY 04 with non-grant funding
provided by HOPE HQ. The Ecuador VHB has become completely independent (as
projected) during the course of thisgrant. Scde-up istaking place in three additiond
countries with non-USAID funds.

A number of lessons were learned.

The VHB god may have been overly ambitious.

N e

another 4,000 who received some benefit.

It isimportant to focus on those who remain in the project four cycles or more,
The pace of VHB program change and organizationa |earning needs study.
High dropout rates have not yet become a mgor project concern.
Theimportance of savings may have been underestimated.

Sgnificant improvementsin Adult Education have been achieved in severd
countries and need to be consolidated.

Improved data collection in hedth needs to take place (and is abouit to).
Improved data collection in income will make it easier to show improved impact
in subsequent years of project operation.

10. Improved loan making may become the next “systemic” improvement in VHB.
11. Operationd sustainability needsto improve.

Noo ko

© ®

12. Severd Maawi decisons need support and the program strategy in Peru needsto

be thoroughly re-thought.

Subgtantia benefit in health and incomes has accrued to over 2,200 women, with




13.

Leadership styles of the HOPE Country Directors (and perhaps the Program
Director) may need to be re-thought.

Recommendations evolve from lessons learned.

1.

0.

10.
11.

12.

Project HOPE may need to scale down goa expectations in future proposas, also
aneed to dedicate alarger amount to grant financing in start- up operations.
Country staff needsto “think outsde the box;” a performance indicator can be
added to VHB manager annud evauations regarding “proactivity.”

It is recommended that staff address disguised dropouts and establish performance
targets related to reducing this.

Orient project gaff to the economic impact of improved member savings, create a
redligtic program indicator; establish a portfolio target.

Use Peru gaff as resource to consolidate gains in adult education in Guatemala
and somehow even in Mdawi.

Collect datafor 1% cycle entrantsin hedth and in income and measure
improvementsin both areas on dl participants at the conclusion of the 4™ cydle.
Embark on economic analyss of individua |oan gpplications on asmal number

of gpplicants being careful not to over-tax field gaff with this extra burden.

Mount an aggressive campaign of cost- savings to improve cost/sugtainability

ratio. Release supernumerary staff. HQ to provide more hands-on oversight of
country budgets.

HQ support of the decision to continue VHB presence in Mulanje; dso, HQ to
push hiring an Adult Hedlth Educator in Maawi.

In Peru, conceptudization and creation of a new, more viable program drategy
With Country Director input, the Program Director to articulate a* management
philosophy” paper thinking through country leadership and portfolio quality;
performance indicators for supervison of VHB to get added to C.D. annual
performance appraisas.

Continued HQ efforts to scale the VHB up in new countries; preparation of
project proposals for new donors.



1.3  Program Background
1.3.1 Brief history of the Matching Grant program

The People-to-People Hed th Foundation, Project HOPE, is a non-profit, non-sectarian, a
political organization with amisson “Helping People Help Themsdlves” HOPE has

been conducting assistance and development programs throughout the world since the

first HOPE shipin 1960. Mgor recent programs have included Child Surviva programs
in haf adozen countries, emergency response; hedth education and training for

physicians, nurses and other hedlth professonds, preventative health care, policy work
through the Center for Hedlth Affairs; Village Hedth Bank Programs; and others.

Origins of the current matching Village Hedlth Bank (VHB) project liein a1992-1997
USAID Cooperative Agreement to alow HOPE to establish avillage health bank
methodology in Honduras and Ecuador. Significant program discussions took placein
the long period between the preparation of afollow-on project proposa in December
1997 and submission of the Detailed Implementation Plan in October 1999. For FY
1998-2003, additiond funding was requested from USAID and from the UK Department
for International Development, DFID, and from UK Nationa Lottery Charities Board to
strengthen the project in one country (Ecuador) and expand it to three new countries
where HOPE had other on-going programming: Madawi, Guatemdaand Peru. A
Midterm evauation was conducted in this project in June- September 2000; thisisthe
Find evaluation of that project.

1.3.2 Sausof interventions a the beginning of the program

A Fina Evauation was conducted by an externd evauator a the close of the matching
grant in September 1997. The Executive Summary highlights key accomplishments. a
tested, well-functioning gpproach was set up in two countries; both projects established
viable, democratically managed village hedth banks and exceeded DIP targets, an
effective financid management information system was established; and both programs
had moved steadily toward sustainability, 109% achieved in Honduras, 77% in Ecuador.
In addition, an indtitutionaization of the program was accomplished both &t HOPE HQ
and in country offices. Four Recommendations were offered.

1. Continued development of HOPE HQ' s &bility to implement Income
Generating projects

More definition of core principles

Develop clearer program parameters

Claify lines of authority and supervison

Strengthen staff development.

2. Consolidation of VHB systems
Carry out country-specific financid reviews
Improve the monitoring of socio-economic and health impact
Re-assess the importance of business education modules



Expand the financid management information system

3. Meaningfully integrate hedth education as afull project component
“Effectiveness of Project HOPE in improving hedlth has been compromised by...
limited attention to the ... health component...”

Prioritize activities to enhance hedlth education

Clarify lines of authority for hedth education including adequete technical
support from HOPE Center.

Deveop drategies for amore comprehensive and systemic approach

4. Enhance the trangtion from atraditiond HOPE “project” focus
Create full-blown country offices
Promote fidld offices into indigenous NonGovernmental Organizations
Scale up the Income Generation portfolio to more countries

1.3.3 Rationde for the program

The Overdl Objective of the project isto “dleviate poverty and its effects on women and
children by increasing incomes and improving health conditions and persond well-
being.” Thisisto be achieved through the accomplishment of three Strategic Objectives:

SO 1 Strengthened capacity of Project HOPE to implement successful Village Hedlth
Bank programs.

SO 2 Provide vaued financid services and hedlth education in a sustainable manner.
SO 3 Improveincome and heslth levels of impoverished women and children.

The Project HOPE modd of Village Health Banks provides credit and hedlth education to
women, building on the traditiond village banking method of providing credit to

solidarity groups. The program is frequently described as “ credit-plus’, meaning thet
hedlth education is added to the project mix to enhance the impact of gainsin income.
The project is directed to the inter-reationship between low incomes and poor hedlth
influenced by poor housing and hygiene, inadequate access to hedlth care, and limited
educationa opportunities. It aso builds on the well-documented fact that increasesin
women’ s incomes get gpent more on heath and nutrition items than increase in most
men’sincomes. Project HOPE, as a health-focused ingtitution, is particularly concerned
with the project’s hedth impacts. The project hypothesizes a synergism between the two
mutudly reinforcing objectives.

1.3.4 Midterm Evauation

From July to September 2001, a Midterm evaluation was carried out on the grant with the
following results.

Fndings regarding strengthened capacity of Project HOPE to implement successful VHB
programs were that creation of an Income Generation Department, development of a
common VHB methodology, and expanson of the VHB to three new countries had been
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accomplished fully. Diversfied funding and increased sustainability of HQ technica
services were on target, as was creation of a performance monitoring system. Not yet
accomplished was a fully functioning impact assessment syssem. Findings regarding
providing financid services and hedth education were that in four countries developing
locd gaff to implement the VHB modd had been accomplished. Improved sustainability
of operations was on target, as were sarving a sgnificant population and maintaining high
financid quality. Findings regarding improved income and hedth of VHB members
were that the project was providing increased economic opportunities for thousands of
rurd women and some improvements in income were taking place but required more
sudy. The qudity of many hedlth talks suffered from wesknesses that were discussed in
detall.

Recommendations were formulated: for HOPE HQ, more involvement from the Board
of Directors, creation of a Health Educator position at HQ, and strengthening the position
of Vice Presdent of Internationd Programs. Portfolio management, though extremely
grong in financid redms, needed strengthening in hedth. Recommendations were
offered to strengthen adult education methodology in the VHB project. Country-specific
recommendations were aso offered for two countries the externd evauator visted
during the Midterm.

1.4  Program Effectiveness
1.4.1 Program Model

Two reflections are offered on the VHB program modd. Succinctly, throughout the
developing world, millions of women are unable to recelve services from their over-
worked and under-funded Minigtries of Hedlth. When these women fdl sick, thereis
nowhere to go that does not require sometimes hours (or haf-days) of travel. Moreover,
preventative public hedth activities are dl but unheard of. The VHB modd offersaway
to fund wdl-trained primary hedth promoters outside of, and complementary to, the
Minigtries of Hedlth to promote women's ‘ demand-driven’ search for better hedlth
sarvices. If financid sugtainability can be achieved, the model offers an effective way for
women who would otherwise not receive heath education to learn how to improve their
lives. At the sametime, it offers marginalized rurd and peri- urban women an
opportunity to improve their household incomes (and the hedth of their children), as well
asto grow in sdf-esteem. The evauator finds the mode compelling. In placeslike
Madawi, Guatemaa and Peru where infant and maternal mortdity is il quite high, the
modd should be made to work: it isaway tens of thousands of such women can be
served.

In addition, though there is debate on this topic, the evaluator views favorably the
dtrategy of Project HOPE to create a country platform in three countries like these
independent of grant funding. Growth in professondism in career nationd saff and
long-term organizationa development are hard to achieve when a country operation is
surviving from one short-term grant to another. The evauator supports the implicit
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‘program philosophy’ that a successful VHB project could create a program base on
which Project HOPE can build.

1.4.2a Achievement of Objectives

This magjor section will be presented in four tables, three for HOPE HQ and one for the
three countries; these latter datawill be extracted from individua country Fina

evaluations that are attached as Appendices D, E and F. A narrative will accompany each
table.

SO 1 Accomplishment

Table1: SO 1 Accomplishments of the Current Project

Overall Goal: To alleviate poverty and its effects on women and children

Proposed Results | Current Status
SO 1. Strengthened capacity [at HQJto implement Village Health Bank programs
Formation of an Income Generation Department in HOPE HQ Accomplished
Development of acommon, flexible VHB methodology Accomplished
Implementation of VHB in 3 new countries and 1 expansion Accomplished
Greater sustainability through diversified funding sources Accomplished
Increased sustainability of HQ technical services Accomplished
Development of independent national organizations Indicator discontinued
Establishment of a program performance monitoring system Two-thirds accomplished
Establishment of aprogram impact assessment system

Formation of an Income Generating Department in HOPE HQ has been fully
accomplished, ratifying afull-time staff in the person of the Director-1ncome Generation;
he is assgted by an adminigtrative assstant plit between VHB and other assgnments.
Among the observed characteristics of this unit are: quality of proposa and report
writing, donor relaions, monitoring, nurturing of staff, portfolio analys's, leadership,
collegidity, and opennessto criticism. Yearly VHB sharing events take place with
project gaff. On the financid side (though hedth will be discussed in different terms),
the VHB is as competently supervised as one could hope for. This unit has aso been
strengthened by the hiring of three country Project Managers, and two haf-charged Adult
Educators, onein Latin Americaand onein Africa Evauator criteria suggest these are
al tdented, well-qudified Sff.

Devedopment of a common, flexible methodology has been fully accomplished. Based
on interviews with the Program Director and discussons with field staff, it is clear that
guiding principles have been promulgated from HOPE HQ during the grant, with local
adaptation being encouraged depending on country conditions. Overdl principles of
Micro-finance have been respected: market rate interest, portfolio qudity guiddines,
women's participation, VHB Board of Directors formation, loan monitoring mechanisms,
hedlth education as an integrd part of the project, etc. A number of country variations
were aso observed: change in the planned repayment schedule from fifteen daysto
thirty, change in how loan “points’ are charged, change in the average Size of the group,
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change in the average Size of the loan, and others. The program has adapted
gopropriatey to locd conditions without sacrificing any essentid dement.
Manuas were seen and briefly reviewed in each country visited that attest to the
‘divergty within smilarity’ of the VHB modd.

Replication of the VHB to three new countries, Maawi, Guatemaa and Peru, and
expangon in Ecuador have been verified during the Midterm evauation (Guatemada and
Ecuador) and the Final Evauation, (Maawi, Guatemadaand Peru.) Asabove, the desgn
of the program, implementation, monitoring and evaluation are Smilar in each, but each
country has been dlowed to adjust various policiesto fit market conditions.

Greater sugtainability of the VHB programs through diversfication of funding—
commerdd finandng—was discarded as an indicator based on Midterm
recommendations and a HOPE Board of Directors decison not to pursue this type of
finanang.

Increased sugtainability of HQ technica servicesis evidenced by threefacts. 1)
Acquiring complementary funding for this project from two U.K. sources, the
Department for International Development (DFID) for expanded program operationsin
Maawi, and the Nationd Lottery Charities Board for expanded program operationsin
Guatemda. 2) Expansion into two countries, Thailand and the Dominican Republic
without requesting USAID funds. 3) The Vice Presdent for Internationa Programming
confirmed on July 29, 2003 that continued HOPE funding would be made available for
FY 04 for Maawi, Guatemaa and Peru as necessary to keep the VHB operating; he also
confirmed the decision to hire a Deputy Program Director-1ncome Generation.

Development of independent nationd organizations that operate the VHB program was
recommended to be discarded during the Midterm evauation. However, at that point,
plans were well advanced to “graduate’ the Ecuador operation, the Fundacion Para El
Desarrollo Integral, ESPOIR, to full ingtitutiona independence; and HOPE decided to go
ahead with that activity. Asaresult, one VHB, Ecuador, is now completely independent,
and the other three remain in the HOPE portfolio.

Egtablishment of a performance monitoring and program impact assessment systems has
been accomplished perhaps “ about three-quarters.”  On the financid sde, aformat called
the VHB-TRAK monitors bank formation, number of participants, target number of loan
disbursements, disbursement amounts, total loan portfolio, savings, operationa
sudtainability, arrears, as well as a number of other indicators. This part of the project is
asource of pride to Project HOPE, and is completely under control. Impact monitoring
on the micro-credit sde will be shown to require some fine-tuning. On the hedth Sde,
monitoring and impact assessment are lesswell developed and have taken some yearsto
firm up. However, an acceptable methodology and format have been firmed up in the

last savera months and are ready to go into program-wide implementation.

S0O1 Summary. From the Headquarters perspective, the project has been effectively
managed in dmogt dl of itstangible dements.
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SO2 Accomplishment

Table2: SO2 Accomplishments of Current Project

Proposed Results | Current Status

SO 2: Financial services and health education provided in a sustainable manner

Develop local staff capacity to implement VHB Accomplished

methodol ogy

Createlocal NGOs to continue program beyond LOP Indicator discontinued

Achieve sustainability of operations Malawi: 58%, Guatemala: 69%; Peru: 45%;
Average: 57%

Serve asignificant population 48%, 51%, 77% or 131%

depending upon method of calculation.
Devel op access to resources to support long-term growth Indicator discontinued
Maintain high program quality [in financial terms] 43% accomplishment

Develop locd staff capacity to implement the VHB methodology has been fully
accomplished. Find evduation field travel was able to vist and converse with 13 gtaff in
Maawi, 14 in Guatemaaand 10 in Peru. This does not take into account adminigtrative
personnd who aso work on the project with whom interviews were generdly not held.
The mgority of saff in each country was evauated as fully competent in their discipline;
one or two personnd per country were judged excellent in community promotion.

Create local NGO indtitutions to continue the program beyond the grant end was
described above: accomplished in Ecuador by the formation of an Ecuadorian Board of
Directors and legd incorporation (Personeria Juridica) of ESPOIR. Cresating loca
NGOs in the other three countries was discarded at the recommendation of the Midterm
evauation.

Achieving sudainability of operations has been one of the highest priorities of VHB. The
following ligs the status and some of the items of discussion from the respective country
find reports.

Maawi: 58% achieved & time of the evaluation vist. The Mdawi VHB is
“likely on the way” to operationd sustainability. Future viability dependson
continued successin expanding the peri-urban portfolio in Blantyre. A magor
condraint has been high-cost operations associated with rurd Mulanje, but
economies of scale seem achievable without having to withdraw from this area.
Guatemaa 69% achieved. “Ontheway.” Gainsin operationa sustainability
have varied over the months, but a steedy pattern of improvements seems the
most likely scenario over the next year. The Project Manager anticipates
achieving operationd sugtainability within nine months. To do so does not
require success in the untested urban market of Quetzaltenango. Operationa
sudtainability will be somewhat dowed by the project’ s having to absorb more of
its“fair share’ of Guatemaa City head office cods.
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Peru: 45% achieved. Operationd sustainability does not seem achievable in this
portfolio for the foreseesble future. Operating expenses are high because of high
levels of gaffing, high dropout rates, and by the project’s “churning” of clients.
working with large numbers of ever-new banks and clients while large numbers of
older clientswithdraw. Competition from other lenders and debt-forgiveness by
the Government of Peru, coupled with a culture of non-payments has proven
problematic. The Fina Evauation also speculates the project may not have been
sufficiently proactive in responding to these externd threets.

Average of the three countries: 57%

Evauation narratives discuss thisissue in three different country contexts. With a
(relatively) small amount of seed capitd, +/- $250,000 per country, there is experience
from comparable organizations to suggest aming for operationd sustaindhility in five
years in three start-from- scratch operation may have been an overly ambitious god.

Sarving asgnificant population was planned to be reported three ways. total

participants, totd beneficiaries and total banks formed. The origind proposa did not
discuss the issue of dropouts. Taking into account dropouts means the number of people
who are currently receiving benefit from the project is a percentage of those who received
services a onetime or other.

Cdculating sgnificant populaion served can be done in severd ways.

1) First onecanlook at the accumulated total, 16,136 of agod of 12,300, 131% of
god.

2.) Next, one can track totd clientsvs. current active clients. Current active clients
as a percentage of god is 48%.

Participant Totals and Currently Active Members

Totd Goal Adtive Dropout
Mdawi 6,720 5,500 2,935 56%
Guatemda 4,332 3,500 1,861 57%
Peru 5,084 3,300 1,071 79%
Total 16,136 12,300 5,867 64%

The data can aso be used to show a dropout percentage, (total participants minus
active divided by tota). Dropouts will be seen as a seriousissue for the project,
64%.

3.) Another way to cadculate participantsisto look at those who have remained in
the project for ayear. Asreported by project management, the data are asfollows.

End of Year Clients Staying a Full Year
6/99 6/00 6/01 6/02 Totd
Maawi, 444 438 706 755 2,343
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Guatemaa 616 1,358 829 2,803
Peru 86 398 667 1,151
Total 444 1,140 2,462 2,251 6,297— 51%

Thereis double counting in these figures: from one end- of-year to the next, women
who stay more than four loan cycles are counted twice or three times. These figures
will be explored more in depth in the section on improved income.

4.) Another way to calculate participantsis to compare them to an “interna
management target,” as reported by the Program Director, 3,200 active participants
in Maawi by EOP, 2,125 in Guatemdaand 2,160 in Peru. Accomplishment of this
internal goa 92% in Maawi, 87.6% in Guatemaa, and 50% in Peru, 77% total.

Thus, deriving a“snapshot’ percentage to show the total of those who benefited
meaningfully from the project isachalenge. If one measurestotal participants at one
time or other, the figure is 131% of god; if one reports vis-a-vis the internd management
target, it is 77% of god; if currently active participants, the figure is 48%; of those who
have stayed ayear or more, the figureis 51% of goa. From the evauator’'s perspective,
somewhere between the two middle figures seems the most appropriate.

Number of total beneficiaries (family members, etc.) has been achieved at 132% of godl.
Based on currently active beneficiaries, this represents 55% achievement of god though
the same cavest asin the preceding paragraph aso applies.

Totd Active Est.
Mdawi, 47,000 25,500
Guatemala, 23,800 10,200
Peru 28,000 5,900
Tota 98,800 41,600
Goal 75,000 75,000
Percentage 132% 55%

Total number of village hedth banks formed has been achieved at 215% of proposed
god; current active banks represent 130% achievement of origina godl.

Totd God Adive  Act/God
Malawi, 251 120 197 164%
Guatemda, 177 85 104 1220
Peru 185 80 70 88%
Total 613 285 371 130%

Attracting commercid financing was discarded as a programming strategy by the Project
HOPE Board of Directors.

Maintain program quality, 30-day arrears less than 10%: 49% under-achievement.
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Arrears Net portfolio vaue

Maawi 13% of $215,000
Guatemda 3% of $163,000
Peru 28% of $178,000
God <10%

Weighted average 14.87%, $556,000

48.7% under-achievement

Maintaining |oan losses at less than 2% has been accomplished in Guatemala and
Maawi, in part due to a ddiberate management policy to delay booking the loss, in
recognition that some old dlients repay little by little over time.

S0O2 Summary: Regarding the provison of financid services and heslth educeation, local
daff has been effectively trained in the VHB methodology. A sgnificant populetion has
been served: between 55% and 77% of targeted participants and total beneficiaries and
between 65% (active) and 130% (total) banks. Operationd sustainability has been
achieved 58% in Maawi which is*“likely on theway,” 69% in Guatemaawhich is on the
way, and 45% in Peru which seems unachievable. Indicators of high qudity performance
in micro-finance, maintaining 10% or less arrears in loans has been 49% under-achieved,
though loan losses are under control in two countries. These last two indicators have
been highly affected by the discouraging resultsin Peru.

SO 3 Accomplishment

Table3: SO 3 Accomplishments of Current Project

Proposed Results | Current Status

SO 3: Improved income and health of impoverished women and children

Form financially viable, democratic community institutions Of goal, 130% formed, 65% active

I mprove economic opportunities for women (loans disbursed) Accomplished

20% Increased incomes of participants Accomplished for 2,250 women, lessfor
another 4,046

Increased exposure of women to health talks 108% accomplished

Improved health status of participating women 32% accomplished

A tota of 613 democraticdly managed community inditutions were formed; 371 are
functiond at time of the Fina evauation, 130% of the god of 285 in these three
countries.

Improved economic opportunities for impoverished women have been accomplished.
Loan placement has averaged 2.03 disbursements per 16,136 total clients, of the proposed
god of 53,000, 62% of accomplishment. Average loan amount of the portfolio is $169.

Disbursements Avqg. loan
Mdawi, 11,967 $139
Guatemala, 10,562 $200
Peru 10,221 $173
Total 32,750 $169
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Esimating increased incomes for project participants has proven a complex task.
Narrativesin theindividua country evauations speek of the existence of aqudity
income monitoring and evauation system. Further investigation during this write-up
suggest that while the data collection system is strong, the amount of informeation
collected has been less than idedl, thus requiring some extrapolation of the datato reach
program-wide conclusons. Three concepts are involved: 1) sample Sze and gainsin
income reported by survey; 2) long-term participants who have benefited from those
income gains; 3) gains to others who have |ft the project.

1) Thefollowing chart taken from individua country narratives shows sample size
and reported gainsin income.

Table 4 Reported Quantitative mprovementsin Household Income (Same

Clients)

Criterion FYOl1 FYQ2
Malawi Year 3 (N=10) Year 4
I mprovementsin household expenditure 120% Not reported
Increase in households reporting better incomes 93% Not reported
Decrease in households reporting worse incomes 60% Not reported
Peru Year 3 (N=87) Y ear 4 (N=179)
Percentage increase in household expenditure 7% 11%
Percentage increase in househol ds incomes 18% 5%
Percentage increase reporting better incomes 35% 17%
Guatemala Year 3(N=136) | Year 4 (N=145) | Year 5 (N=242)
Percentage increase in household expenditure 18% 18% 12%
Percentage increase in househol ds incomes 48% 52% 3%
Percentage increase reporting better incomes 59% 57% 24%

Regarding the issue of how representative these results are:

-- The Mdawi data are unrdiable: the chart shows one year’ s figures on ten people

of afour-cyde-or moretotal of 438 women.

-- InPeruin FY 01, it appears dl 87 people of the four-cyde-or more universe were

interviewed. InFY02, 179 people of atotal of 398 were interviewed.

-- In Guatemaain FY 01, 136 of 616 were interviewed; in FY 02, 145 of 1,358, and

in FY 03, 242 of 829.

-- In Pery, quantifiable gainsin income are not large but the sample szeisgood. In

Guatemd a, the reported gains are large but the sample sizeis not as big.

2.) Project management presented post-fidd trip data showing four-cycle-or-more
participants a the end of each fiscal year. The evauator has reworked the datain an

effort to interpret the figuresin light of other information collected during the field
travel.

Client Movement from FY to FY/ Net Gainsto Long-term Clients
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Maawi 6/99 6/00 6/01 6/02 Totd

No. B/F start of year 873 444 438 706

New clients start of year 620 844 790
Clientslogt duringyear 429 626 576 741
Clientsgaying full yer 444 438 706 755
Long-temdientgans 444 -6 268 49 755
Guatemda 6/00 6/01 6/02 Totd
No. B/F start of year 969 616 1358

New clients start of year 1134 19

No. lost during year 353 392 548

No. staying full year 616 1358 829
Long-term dient gains 616 742 -529 829
Peru 6/00 6/01 6/02 Totd
No. B/F start of year 618 86 398

New clients start of year 1225 787

No. lost during year 532 913 518

No. staying full year 86 398 667
Long-term dient gains 86 312 269 667
Net gainsto long term dlients 2,251

Based on dl available evidence, the evaluator estimates these 2,251 clients are those
who have benefited by increased income to the full extent described in the
quantitative surveys, perhaps about 20% in Maawi, 10%-15% in Peru and 40-50%
in Guatemda.

3.) Atthe sametime, thereislikely some vdidity to extrgpolating gainsin income
for those FY 99-FY 01 clients who remained in the project four cycles but who
withdrew from the project for one reason or another. This conclusion isbased on an
inference that women who have been less successful have left the project more
frequently than fully successful women who continue in the project from one year to
the next. Thus, income gains for these women have been estimated less than for the
2,251 immediately above. Combining data from previous tables produces the
fallowing.

Clients Saying a Full Year with Some Income Gains

6/99 6/00 6/01 Totd
Malawi 444 438 706 1,588
Guatemda 616 1,358 1,974
Peru 86 398 484
Tota 4,046
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Quantification of this income gain has not been attempted though one infersit will
be less than those who ill participate in the project.

In summary, as closdy as an outsder can determine, VHB has brought substantial
economic benefit in the 15%-40% per year range for 2,251 women, and less but
nonethe ess important benefit to another 4,046 women.

Proposed recommendations to strengthen measurement of impact in income may make
this exercise easer in future years of the project.

| ncreased exposure of impoverished women to hedth education lessons: Tota hedth
talks since the start of the program have been 13,003, 108% of goal. Asdescribedin
each country’s evauation, in FY 02 and FY 03 a change took placein the VHB hedlth
education methodology when project staff assumed direct respongibility for the hedlth
talks. Quditative assessment, generdly good, is reported in each country’s narrative.

Regarding improved hedth gatus (by 25%) for participating women (75%): Inthe
absence of reliable quantitative data, the observer speculates Sgnificant gainsin hedth
for 24% of VHB women (2,250/13,000X 75%) for long-term participants, and less
sgnificant gainsin hedth for those FY 99-01, four-cycles-or-more women who left the
project. See aso Section 1.4.2b below for further discussion. Recent improvementsin
hedlth data monitoring and reporting will permit this estimate to be more objectivein
subsequent years.

Women experiencing Women experiencing
long-term hedth gains FY 99-01 hedth gains
Malawi 755 1,588
Guatemda 829 1,974
Peru 667 484
Totd 2,250 (25% gain) 4,046 (somegain)
God 24% of god 41% of god
Overd| accomplishment 32% of god

SO3 Summary: More than 100% accomplishment has been achieved in bank formation;
65% of them remain open at time of the evauation. More loans have been disbursed to
women than planned. Increased income due to these |oans has been achieved for 2,250
women, plus 4,046 women benefiting somewhat less. The god of women receiving
qudity hedlth talks has been accomplished 108% of god. Improved hedth status for
participating women has been achieved at an estimated 32% of god.

Accomplishments per Country

Table5: Comparison of Accomplishments per Country

Obj ectives Indicators M alawi Guatemala Peru
VHB modd * VHB policies and procedures defined for Accomplished throughout project
adapted to successful implementation
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Obj ectives Indicators M alawi Guatemala Peru
characteristics | . completed lesson plans for health and Onthewayin | Onthewayin | Well onthe
of the business education that is appropriate to the | health and health; not way in health;
country needs of the beneficiaries starting in underway in not underway
business business in business
Expansionof | ¢ New VHBs created 164% 122% 88%
the VHB accomplished | accomplished | accomplished
program « Women receiving loans 122% total, 123% total, 154% total,
(2935/5500) (1861/3500) (1071/3300)
53% active 53% active 32% active
accomplishment | accomplishment. | accomplishment
Maintenance | ¢ Arrearsover 30 dayslessthan 5% of Not Accomplished | Not
of high outstanding loans accomplished accomplished
program » Loan lossrates of less than 2% of average Accomplished | Accomplished | Not
quality portfolio accomplished
 Operational efficiency of lessthan 15% by Accomplished | Not
grant end accomplished
Improved » New staff trained and oriented in VHB Accomplished throughout project
institutional methodol ogy
capabilities . N . . .
» Development of planning, administrative, Accomplished | Accomplished | Accomplished
and management systems and documentation but ...
to support a growing institution
* Upgrac_ie of the Financial Manageme_:nt Accomplished throughout project
Information System to assess economic
impact on beneficiaries
» Development of an Impact Assessment Accomplished in micro-finance; | Accomplished
System not accomplished in health inM-f; well
advanced in
health
Sdf- » Achieve a100% level of operational 58% 69% 45%
Sufficiency sustainability. accomplished | accomplished | accomplished
» Commercia funding utilized to finance expansion of the loan portfolio: Not applicable
» Accessing in-country resources to Not Partialy Not
ﬁcér;dpslement program operating and growth | oo oomlished | accomplished | accomplished
Increased * Income of participating women increased 20% for 755 50% for 829 15% for 667
beneficiary by 20% annually women, less women, less women, less
impact for 1,588 for 1,974 for 484
» 70% of VHB members engaged in Yesfor 750+ | Yesfor800+ | Yesfor 650+
improved home-based health practices women wormen women

VHB modd adapted to characteristics of the country has been accomplished in dl three

countries.  Improved health education modules are most advanced in Peru.

Reported earlier, new banks ill active in Mdawi are 164% of god, in Guatemaa 122%
of god, and in Peru 88% of god; Peru islikely overstated, as recently formed banks will
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likely follow the trend of high drop out rates. Taking into account currently active

dlients, accomplishments are 53% in Mdawi, 53% in Guatemaa and 32% in Peru.
Expanson of the VHB program in number of banks has taken placein al three countries,
164% of god in Mdawi, 176% of god in Guatemaa and 88% of god in Peru. In Pery,
thisfigureisaso likely overstated. Intermsof currently active participants, the
percentages are 53%, 53% and 32%, respectively.

Maintenance of high program quality has been achieved as follows:
30 days arrears less than 5% only in Guatemaa;
|oan write-offs <2% in Mdawi and Guatemda;
operationd efficiency near 15% in Maawi and Guatemda

Improved indtitutiona capabilities regarding trained staff, upgraded financid management
and micro-finance impact measurement have been accomplished in dl three countries. In
proactive management of problems, Peru may be alittle behind the others while Peru is
advanced in improving itsimpact measurement in hedth.

Sdf-sufficency has not been fully achieved in any country and is most advanced in
Guatemaa and least advanced in Peru. The search for new donors is most advanced in
Guatemada and seems rather underdeveloped in Maawi and Peru.

Sonificantly improved hedthis likely for 2,250 project participants.

1.4.2b Impact on Target Populations: Further Discussion

Individua country narratives discuss the impact of the project on target populations with
care. In genera terms, broad program impact in hedth could not be discerned, i.e.,
widespread uplift in hedlth status, or changesin hedlth behavior in a substantial number

of women. Project staff in each country expressed concern that the evauator’ stime did
not alow the capturing of these changes though they are taking place. Infact, large-scae
changes cannot be documented because of the methodology chosen for hedlth data
collection. In addition, the country evauations note large movement of clients over
time—not only constant dropouts but aso congtant new entrants— such that the number
of women exposed to the full cycle of hedth talksis quite reduced. It isonly these four-
cycles or more women where improved health results can easily be discerned.

The country evauations do attest to important individual gainsin hedth. In order to
capture these individua gains, the narratives use a“ case study” methodology, reporting
on results of random interviews of VHB members a the end of hedth taks. 1t may be
useful to cite some of those stories.

In Maawi, mention was made of 33 “A-plus’ groups that have shown attentiveness to
project messages, steadfastness of membership and good loan repayments. 1t was
postulated that women in these groups, 550 people, have likely changed their hedlth
behavior in ggnificant ways. Certainly, the one*A+" group the evauator visited showed
notable improvement in knowledge of sanitation and hygiene.
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In Guatemaa, some of the life sories that came out of individud interviews were the
following:

One woman says before VHB, her husband would not est a meal without mest.
After the nutrition talks, she changed her cooking and now the whole family eats
ba anced medswith lots of vegetables, and eats meet only every now and then.
Severd women think the greatest value they found from the hedlth talks was that
they have learned to vaue themsalves as women:  self-esteem has improved.

One woman had never attended such meetings before; the talks woke her up and
have had aliberating effect; she says, “Before we were done; now we have
colleagues.”

One woman learned in the talks of the importance of self breast-examination, and
full vaccinations for children. To her, the talks reinforce hedth messages she has
heard € sewhere in the community and encourage her to do something about

ng hedlth services.

Many women remember the PAP talks and some now get their PAP smears done
regulaly.

New topics for many women were HIV/AIDS, cancer, and the importance of
maritd fiddity.

For other women, the most important thing they learned is that women have the
right to go to the police and other socid welfare offices if they are misireated.
Severa women reported group members who have escaped the clutches of
moneylenders.

In Peru, some of the life Stories that came out of interviews were the following:

One woman now sees hersdf as a village leader and says the hedlth talks are “the
best thing that could possibly happen.” She remembered nearly every tak ever
given and has applied what she has learned to her life.

Ancther woman is “enchanted” with the hedlth talks. She commented that the
sessons dlow her to rdlax and have fun, and “ step out of hersdf” for alittle

while. She loves the dynamics.

One woman remembered many of the topics and when asked if she gpplied them
to her day-to-day life, responded: “Of course! They ask us to make promises, and
| keep them!”

Another takes what she learns from the health talks and sharesit with her
neighbors and friends; any tak sheistoo old to apply to her own life, she teaches
to her grown children so they can raise their children better.

Ancther says she is more conscientious about covering the food at home and
hygiene matters to her, and she gets her PAP smear check ups now, where before
shewas afraid to.

Severa women reported members who got out of the clutches of moneylenders.

It bears mentioning these women were sdlected for interview at random and a deliberate
effort was made not to interview any member of the VHB Board of Directors, (thinking
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that Board women might not be representative of the wider group.) With these case
gtories out of arandom sample of 54 interviewees, there is vdidity to the proposition that
in spite of rdatively recent changes in the health methodology; in spite of the lack of
demongtrated program-wide quantitative impact; and in spite of high member turnover,
the project has managed to have substantia impact on hedth for anumber of women.

1.4.3 Cross-cutting Issues
1.4.3.1 Partnership

Strengthening partnership was not a sated objective of this Matching Grant thus has not
figured asamgor project activity. However, severa important partnerships have been
formed. Among those observed during the evaluation process were:

In Maawi, forma membership in, and serving as Secretary for, the Maawi
Micro-Finance network of NGOs.

In Guatemda, informd, cordid relationships with saverd micro-finance NGOs,
including FUNDESPE and CARITAS.

In Peru, VHB took aformative role in creation of, and membership in the Central
de Riesgos, a data bank for micro-credit agencies to crosscheck loan defaulters.
VHB-Peru regularly participates in a Round table of micro-credit inditutions to
share experiences. In addition, cordid relationships exist between the project and
severd credit NGOs, and an intimate relationship exists with the Departmentd
Minigtry of Hedlth. In addition, a collaboretive relationship exists with the
Agronomy Department of the University of San Martin.

In Peru, discussions are on going with two other NGOs regarding the signing of a
tri- partite contract to provide health education to 4,500 women.

In al three countries, the evaluator observed that VHB project managers were perceived
as wdl-qudlified professonds by their peers. Observations detailed in each country
narrative discuss the generdly strong performance of most of VHB fidd staff. In one
country (Guatemaa,) HOPE was lauded by a colleague organization as “the” expert in
rurd hedlth education.

1.4.3.2 New Tools, Guidance or Standards

Midterm “pear” evaduation

The VHB conducted an innovative “peer evauaion” during the Midterm evauation, as
follows. An externd evauator was hired as chief evaluator, team leader and author of

the eventual document. To make the evauation participatory and to foster aclimate of
organizationa learning, three nationd teams were formed to accompany, assst (and in

one instance replace) the externd evauator. These teams were composed to two or three
VHB nationd gtaff that traveled to another country to carry out the midterm assessment:
Peru gaff visted Guatemda, Guatemala saff visted Ecuador, and Ecuador staff visited
Peru. Each team was given a seven-module questionnaire to fill out during itstrave.
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The modules included a questionnaire to be gpplied to senior managers and fidd gaff, a
management systems questionnaire, aVHB banking procedure checkligt, a hedth talk
assessment format, a dient satisfaction interview formet, and a colleague organization
interview guiddine. Applying those insruments, the nationa teams prepared a summary
report of findings that was used by the externa evauator in preparation of the document.

This process was of sufficient interest to the Agency for International Development that a
separate document was authored by the externd evauator describing it. Regarding
outcomes, the peer evauation produced a number of high qudity products and
organizationa, country-level, and persond learning. A system for internd evauation

was created in HOPE, and a methodol ogy to provide on-going annud follon~up. The
peer evaluation process evolved largely as concelved. Highlights included extensive pre-
work on interview guiddines, good complementarity between externa and internal
evauators, careful selection of peers evauators, and good team planning, facilitation and
fiddtravd. A few outcomes did not fulfill al expectaions the biggest drawback may
have been the learning curve of team members. However, none of the limitations
interfered with the overal quite positive impact of the methodology. Concdlusions were
that the peer review produced a number of clear benefitsto the project. Notwithstanding
‘growing pains,’ the peer review offered important advantages in the context of process
evauation. One recommendation was that the document be shared widdly in BHR/PVC.

As thiswriter was both judge-and-jury throughout the effort, it isimpossble to comment
with objectivity what others—the donor and the client—have findly thought with regard
to its success. The Program Director-1ncome Generation mentioned in passing that he
would do it differently the next time, though that comment was never developed. Either
positively or less postively, the peer eva uation does seem to be alesson learned.

Loan portfolio monitoring

VHB-Guatemdais cited in its country narrative for innovation in developing a saff
performance monitoring system in microfinance each month.  Data from the monthly
financia report are inputted on 7 indicators. new banks formed during the month, total
monthly loans distributed, active portfolio, and active portfolio less < 30 days arrears, and
arrears of 31-60, 61-90 and >91 days. A percentage combining these indicatorsisthen
prepared and each staff is presented with graph of his’her performance compared to other
field seff at the end of the month. This seems an excelent supervisory (and motivating)
mechanism other VHB countries could adopt.

Hedth talk monitoring

VHB-Peru iscited in its country narrative for innovationsin designing a hedth talk
‘check lig’ that measures the technical skills of the facilitator aswell as the technica
content and quality of thetalk. The format has four rating sections, each of them
generating anumerica score: 1) quaity of steps and procedures; 2) knowledge, ability
and behavior of the facilitator; 3) responses of the women during the sesson (including
behaviora observations as well as post-event interview); 4) qudlity of the visud aides

25



and overdl qudity of the event. This observer has been struggling to systematize hedlth
talk monitoring for years and concludes that the Peru VHB supervisory mechanismis as
good as he has ever seen. The Peru Hedlth Educator uses this format whenever she
supervises fidd gaff and was able to show afile full of these forms over time, and
improvement in staff scores over the last Sx or nine months. Thisistruly agreat sride
forward and could be looked at for health talks supervison anywhere in the world.

1.4.3.3 Sugtainability and Scde-Up

Regarding sugtainability of current efforts, in a June 2 conversation the Director-Income
Generation indicated HOPE' s commitment in principle to a net transfer of resources of
$50,000 each to Maawi and Peru for support of FY04 VHB activities. In the latter days
of the evaluator’' s stay in Peru, the FY O4 budget was approved by the Latin America
Regiond Director, effectively guaranteeing continued operation of \VHB-Peru for another
year. InaJddy 28 discusson with the Vice Presdent for Internationd Programs, he
indicated a commitment that HOPE Center resources need to be found for FY 04 to
continue VHB program operations in these three countries as well asthe decison to hire
adeputy for the Program Director.

Regarding scale-up, approximately two years ago Project HOPE began to look at the
possibilities of replicating the VHB in other program settings. The result of those
investigations, donor search, proposa preparation, etc. is that HOPE has now established
aVillage Hedlth Banking project in the Dominican Republic, in Thailand, and in
Mozambique. Each scae-up has adapted basic VHB methodology to country conditions.

In the Dominican Republic, the primary adaptation has been peri-urban credit in
the barrio of Herrera, Santo Domingo, and the provision of hedlth education
through an established primary hedth care clinic staffed by part-time Minidry of
Hedlth counterparts.

In Thailand, the innovation has been the provision of credit for rura agriculturd
activities. In addition, hedth talks are more sophiticated in Thalland than
elsawherein the VHB portfolio because of the sophistication of the Thai rurd
primary hedth care network.

In Mozambique, in a newly starting program, the VHB methodology isbeing
directed to clients affected by HIV/AIDS.

Staff from current VHB programs provided mentoring and consulting services to the
scale-up. Four Mdawi gaff visted Thailand for two weeksin FY 03 to advise Tha dtaff
on management issues, health education and micro-finance mechanisms. Two HOPE
Mozambique personnd visted Maawi to look at the VHB operation. The Program
Director traveled severd times to the Dominican Republic to advise in that start-up.

He reports the current scope of activities in the three scae-up countries asfollows:

Dominican Republic: 50 VHBs and 1,155 clients; FY 04 budget $ 122,000 for
direct costs.
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Thailand: 33 VHBs and 800 clients; FY 04 budget $300,000 (including HQ and
indirect costs.)
Mozambique: dart-up; FY 04 budget is $435,000.

On July 28 2003, the Vice Presdent for Internationa Programs also judged that Village

Hedlth Banking could become a *“core expertise’ of Project HOPE, and he is looking for
donor interest to expand the VHB modd (further) into HIV/AIDS response populaions
and perhaps to targeted minorities also.

Post-grant sugtainability in Ecuador has been achieved with the “graduation” of the
Ecuador portfolio to complete independence. The locd entity—ESPOIR, now no longer
Project HOPE—has an independent Board of Directors, an Executive Director, staff, etc.
Continuing a pattern set in the late Nineties by HOPE Honduras, which developed a
sustainable portfolio platform to support other projects, ESPOIR is self-sufficient of
Project HOPE funding. ESPOIR isdso actively pursuing loca grants as part of its
organizationd evolution.

1.4.4 Lessons Learned and Program Recommendations
1.4.4.1 Lessons Learned

The following evauator comments do not necessaxily reflect the opinions of VHB Staff
and are phrased to stimulate reflection.

Over-ambitious god

Reported in the country evauations, there are data to suggest the VHB was overly
ambitious in proposing to achieve financidly viable loan portfoliosin three Sart-from-
scratch operations. When operationad expenses were deducted from the grant, the money
available for loan financing was no more than approximately $250,000 per country.
Colleague organization experiences in Guatemala and Peru where operationd
sudtainahility was achieved in five years indicate these organizations started with more
loan financing in the first place, or that a previous loan operation was rolled into the
micro-credit operation, or both. 1f VHB had started in three countriesinstead of four
(induding Ecuador), operationa expenses would have been less adrain on the loan fund,
and divvying up avalable loan financing among one less country would have made more
resources available for loans. It appears there may be a certain threshold loan fund
necessary to achieve operationd sustainability in atime-bound grant

Midterm adjusments

The VHB should be sincerely congratulated on taking Midterm recommendations to
heart. Primary among them was the recommendation that the project move away from
relying on village women to ddliver high qudity hedth talks. the proverbid Training-of-
(village)- Trainers was not working. Insteed, it was recommended VHB should convert
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bank promotersinto hedth extensonists. This recommendation was fully implemented.
VHBsin each country changed the title and job description of the field staff from
banking promoters to community development promoters or some Similar title. Training
modules were devel oped to guide non-hedth staff on how to cover key messagesina
gven subject. A training calendar is being carried out for saff in the new skills. Making
aprogram change of this nature is a big undertaking; VHB took it on, and is carrying it
through. Thisisasubgantid step in the right direction.

A question may be usefully raised, however. The Midterm recommendation was written
in August 2001. Thefirst response to the recommendation was taken by VHB-Peru,
which contacted a hedlth education consultant who began working part-time in January
2002. In March 2002, a multi-country VHB conference took the program decision to
proceed. Onewondersif Sx monthsto ratify the decision was an appropriate amount of
time. One adso wonders what the other two countries were doing with thisideawhile
Peru was in the vanguard. At thiswriting 15 months &fter the decison, only one of four
hedth modulesis fully complete and in implementation; a second isin the field-testing
gsage. When will the other modules be finished? Isthis pace of innovation appropriate
and has the project come as far asit should since the Midterm? In terms of 180° change,
the project isto be congratulated. Perhaps more rapid progress could have been
achieved.

Organizationd learning curve

There are severa ingtances where appropriate action does not seem to have been taken
until long after the problem had been identified. As detailed in the three country
narratives, staff has been struggling with hedlth data collection snce FY00. The Mdawi
naraiveisillugrative.

For three years, the project has struggled to track and document improved health. Baseline heath
data were collected a year after the project started in August 2000 (N=269). Another effort was
undertaken in FYO1 (N=256.) In FY02, a third effort was carried out (N=282). In al cases, a
detailed survey report was prepared. Alas ... FY01 and FY 02 data were substantially ‘ co-mingled’
with recently entering women. FY 02 data, for instance, show only 17% of the sample were women
who had been in the program four or more cycles.

In order to show some movement, in the FY 02 Annual Report, FY 01 data on seven indicators (of 32
on which data were collected) were compared to the Baseline and then reported as “average
improvement of 35% across a variety of indicators.” When an exercise was conducted during this
SOW using al 32 variables, the average difference between Baseline and 2001 data was only 5%.
When FY 02 results on the seven indices were compared to Baseline, the average improvement was
15%. The problem with these figures, of course, is that the ‘co-mingling’ of new entrants with old
makes all the figures suspect.

Aware of these difficulties, the HQ Program Director tried to tighten the relevance of FY02 data by
comparing some 1% cycle and 4h cycle clients (N=75 and N=89 respectively). At his suggestion, a
second round of analysis was conducted on 16 FY02 indictors where I and 4" cycle data were
available. After deleting two indicators that are individual responses, ten indicators show
improvement, four show deterioration: overall change: 13%. At this writing a health survey is
being conducted in Blantyre (N=200) comparing I and 3 cycle VHB women. , the fundamental
problem remains: different women being compared.
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The same conundrum was being faced in Guatemada and in Peru and it isonly latein

FY 03 that asolution isbeing found. As narrated in the Peru document “... [Sleverd
months ago, VHB-Peru came to a sgnificant conclusion. After the struggle of the
previous three years, the changeis quite sSmple: collect hedth data at the start of a
women's career in VHB just asincome and expenditure data are collected; and measure
improvements in hedlth at the close of the 4" loan cydle just asimprovementsin income
and expenditure are measured. In fact, the HQ Program Director’ s recent trip reports to
other countries came to this conclusion at about the sametime. VHB-Peruisthe only
operation to have reached the conclusion on its own.”

In an organization like Project HOPE dedicated to hedlth, why did it take VHB four years
to recognize and ded with problemsin health data and how did it take so long to discover
asolution built into income- generation tracking from the very start of the project?

On ardated note, the VHB portfolio in Peru isin serious financid difficulty. A reading
of the FY 02 Annua Report shows VHB-Peru was in difficulty last September.
Individua country find evauations ek of the strong VHB financid monitoring
system. Could/ should this financid monitoring system have addressed Peru’s problems
ealier?

Combining the two ideas. Have the learning curve, innovation and pro-activity of VHB
daff been dl that one could hope for? Has VHB gaff been sufficiently thought
provoking and chalenging of one another in this grant?

Dropouts

A reading of the country narratives demonstrates that dropouts and desertion have been
with the project from the beginning. During the Midterm, the Program Director was
asked about dropout rates and replied that VHB was experiencing more or less industry
trends. Currently in Madawi, the drop out rate is 56%; in Guatemda, it is 57%; the case
of Peruis specia with drop out rates perhaps as high as 75%. These are figures not
contemplated in the origind project proposal. 1If, as recommended in individua country
narratives, project saff can find the time to provide oversight as to the quaity of
individua loan requests (admittedly abig “if”), it may be possible to shoot for
meaningful reduction in these figures.

Low savi

Disguised dropouts may also be occurring. Women, whose loans are not successful, as
they withdraw from the project, surrender their compulsory savings to repay the loan
balance. Country narratives report that member savings compared to the origind god is
low: in Mdawi, 29% of god, and in Guatemaa, 18% of god. It should be noted these
gods were devel oped based on the Ecuador VHB experience, which has turned out to be
overly ambitious in other contexts. Nevertheless, as narrated by severd interviewess, if a
woman's ability to creste and maintain a savings account is a life-changing improvement
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(like increased income to which it is related), it would gppear that VHB has been less
successful in this area than one could have hoped. More vigorous tracking of a
relationship between savings and loans may stimulate staff to encourage better (i.e,
higher profit) loan endeavors, so that women generate more savings at the end of each
loan cycle.

The VHB Modd

Perhaps one of the biggest questions for those who St in “macro” positionsis how much
the VHB mode has demondtrated its viability. In tenrword summaries:

In Mdawi, micro-finance is strong, but hedlth talks are not yet producing
widespread gains.

In Guatemda, financid progressis strong but hedth gains are mostly il
incipient.

In Peru, hedlth is a tremendous strength but the financid side is unsustainable.

It may be worth reflecting whether VHB has demondirated itself as a ddliverer of the
proposed synergism between hedth and income. Can fidld staff be expected to provide
qudity overdght to these different disciplines? In the person of sdlar performers
described in country narratives, the answer to this question isclearly “yes” How to
attract and retain stellar performersis an issue that may need thoughtful consideration.

1.4.4.2 Program Recommendations
The country evauation narratives spell out Sx recommendations held in common:

a) Continued HOPE Center support for VHB operations. financia and budgetary
support from HQ for FY 04 to enable the project to continue.

b) Improved Adult Education: consolidating the gains of the new hedlth education
philosophy on health talks (except Peru where the observation is*“keep up the
good work.”)

c) Improved hedth data collection: collect basdine information on hedth just as
economic information is collected at the start of awoman’s participation in VHB,
to be measured four cycleslater.

d) Improved income data collection: collect basdline income information at the Sart
of awoman'’s participation, and measure dl clients, not just a sample, four cycles
later.

€) Improved loan making: consder moving into occasiond supervision of individua
loan gpplications and perhaps begin talks on better business planning (as Mdawi
isdoing.)

f) Continued search for operational sustainability: cost savings and efficiencies.

Two other recommendations are country specific:

In Mdawi: Continued presence in Mulanje, and hiring an Adult hedth Educator.
In Peru: Creation of anew program drategy.

30



1.5 Program Management
151 Management Approach

Overdl project management is appropriate based on evduator field trip observations.
The three project managers were judged generdly effective project leaders. on top of the
details of their portfalio, in touch with field redlities, aware of program and staff strengths
and weaknesses. All three come from non-health backgrounds, but this does not appear
to be an obgtacle to their being committed to and involved in the hedth sde of the

project. Thiswas not the case in Guatemala for atime where project |eadership was not
much interested in hedlth, but that Stuation was remedied two years ago.

Regarding country management, severa HOPE Country Director seemed rather distant
from the VHB project—del egating completely to the project manager. The comment is
formulated cautioudy, snce with strong project leadership an appropriate management
responseisto delegate. Neverthdess, dl HOPE Country Directors are hedlth specidists:
oneaPh.D., one apublic hedth physician, one a public hedth nurse. If experienced
country leaders in hedlth had been more involved with VHB, weaknesses in hedlth data
collection might have been resolved earlier. Laissez faire isnot the same thing as
appropriate delegation. HOPE Country Directors do not appear to have exercised dl due
VHB oversght.

Regarding portfolio management, the observation is aso formulated to stimulate
reflection. In discussons with the Program Director during the Midterm and Find, the
topic of appropriate levels of Head Office involvement came up. The Director spoke
during the Midterm of his high involvement during initid stages of the project; during the
Find, he described a déliberate, capacity-building strategy to step back from day-to-day
decisons, pushing countries to take decisons on their own. Intellectualy, it is hard to
dispute such a management stance. However, the project appears to have needed steady
direction throughout itslife: evolving country Stuations require tough decisons;

problems that crop up (viz. Peru) require rapid response; measuring improved incomes
needs morerigor in some areas. AsSHQ hasthe only program-wide perspective, it isthe
responsibility of Headquartersto provide this. The Vice Presdent of Internationa
Programming discussed his vision of creating VHB as apole of sectora excellence—
strengthening program qudity and technica supervison and bresking away from the
HOPE regiona management structure. Combining this vision with the goa of growing
the portfolio, thereislikely adifficult balance between head-office-led and country-led
portfolio qudity that needsto evolve,

1.5.2 Quadity and Status of Detailed Implementation Plan (DIP)

The evaduator was completdly satisfied with the quaity of the DIP and the Annud
Reports, in terms of clarity and adequacy of the narratives, description of objectives and
indicators, and of activities. Country offices have their own individuaized DIPs and
prepare individuad annud reports that are then ‘rolled up’ a the centrd levd into thefind
document submitted to the donor. The evauator finds thisis project strength.
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One area of minor improvement might be that project managers did not seem to know
how charts reporting improved income (included in the Annua Report appendices) had
been developed. This might be an indication that preparation of this report could be
del egated.

1.5.3 Fnancid Management

The project appears to be well managed financialy. When the evauator asked budget
guestions, the answers were provided by return-of-e-mail. It gppears dl budgets have
been expensed to at or near 100%. When a brief andysis was conducted of each
country’ s expenditures, the ratio of staff expensesto tota expenses and country office
overhead to project expenses were both judged in line with industry standards. Project
HOPE appears to have a somewhat old-fashioned financid system whereby expenses are
not booked until inputted at Headquarters, and more eva uator time could have been
expended in areview of financid operations than was available; but the overdl judgment
would likely not be any different. The Program Director isastrong performer in

financid reams and has controlled the VHB budget well.

Noted above in the paragraph on Scale-up, Project HOPE is leveraging additiona
resources beyond the match in annua funding for VHB operations in the Dominican
Republic, Thailand and Mozambique.

1.5.4 Monitoring and Evauation (M&E)

M&E sysem

As described dsewhere in this document, on the credit Sde the VHB’ s monitoring system
supplies accurate, reliable and timely performance data. The monthly VHB-TRAK
monitors bank formation, number of participants, target number of loan disbursements,
disbursement amounts, total loan portfolio, savings, operaiond sustainability, arrears, as
well as a dozen other indicators. The micro-credit eva uation mechanism collects
economic and household data on each entrant to the VHB during the 1% cycle and then
again on asample of those women who are till active a the close of the 4™ loan cycle,

One weekness that came to light during this Final evauation isthat of ssmplesize. In
one country, the sample was substantidly inadequate; in another, it was adequate but
incomplete. The Find evauation process aso demonstrated that potentia income gans
to over 3,400 clients who |eft the project had to be inferred rather than documented,
because improved income data were not captured at the time those women were il
involved in the program.

On the hedlth Sde, monitoring and evaluation are less well developed and have taken
some yearsto firm up. Seethe full discusson on the “learning curve’ issue above. With
the HOPE HQ/Peru decision to collect hedth data at the gart of awoman's career in the
project at the same time as economic data are being collected, an acceptable methodol ogy
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and format have been established and are ready to go into full implementation throughout
VHB.

Country impact evaluation

Reported at length in the Midterm evauation, in March 2001 a Ph.D. research
anthropologigt carried out an evauation of the hedlth impact of the village health bank
program in Ecuador. The study sample involved current clients and a control group: 482
people were interviewed, and biologica samples and anthropometric measurements were
taken on 326 VHB and 156 control women and children. Among the most important
findings were the following:

There were no satisticaly sgnificant differences between VHB and control
women on many socio-demographic variables, but there wasin VHB members
using rainwater run-off for drinking purposes more (p. 0.001), and more reported
VHB household expenditures on hedlth care (p. 0.02).

There were no Satigtically significant differences between VHB and control
women on most health access indicators; but there was for members screening
for cervica cancer (p. 0.019) and those screened in the last 12 months (p. 0.035).
There was ds0 adatidticdly sgnificant difference in VHB members reporting
being able to finance hedth care needs during the past month (p. 0.016) than
control women.

There was no gatigticdly sgnificant difference between VHB and control women
in morbidity indicators: food and water borne infections, upper and lower
respiratory infections, etc; but there was an enormous satigticd differencein
VHB members reporting reduced incidence of mosguito-borne malariaand
dengue (p. 0.0000003).

There were no Satisticaly sgnificant differences between VHB and control
women in mogt anthropometric indicators. mean weight, height, median am
circumference, etc. There were two puzzling Satidticaly sgnificant differences
between VHB and control women's perceptions of family health: control women
reporting their current health status as good or very good compared to VHB
members (p. 0.011) and VHB members reporting themsalves more “food
insecure’ and “food insecure with hunger” (p. 0.022). These differences perhaps
reflect increased aspirationsin VHB women.

Impact Results Summary:  VHB women were likely more forward thinking then their
peers were and exploited their environment more. They took better care of their adult
children and grandchildren. There was evidence their expectations of good hedth had
gone up because of the project. They engaged in improved hedth care seeking for them
and their children and grandchildren, and they used of some form of family planning
more. They experienced an enormous reduction in malaria and dengue, two devastating
diseasesinthe area. From the profits from their village banking activities, they spent
nearly double on medicines compared to non-VHB members.
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The study demongtrated convincingly that the VHB had a subgtantia impact on the hedlth
of project participants. 1t was aso evaluated as high qudity, impact directed research.

155 Information Systems

Regarding VHB’s sharing of program information, al communication is conducted viae-
mail; dl programs have access to the internet. VHB uses database systems to collect,
andyze and report information. HOPE Guatemda has embarked on automated data
entry. Asaprogram, VHB islooking at usng hand-held computers to enhance
monitoring and evauation.

Regarding shared learning, annua meetings of the Latin American VHBs are hdld—
sometimes including participation from “graduated” countries. These workshops have
rotated among the different VHBS, each year focused on a specific theme.  From the
Midterm on, peer vidgts are aso a part of VHB. Peru staff visited Ecuador and Honduras,
Guatemda gtaff vigted Honduras. Honduras staff visted Guatemala and (noted
elsawhere) Maawi gaff visted Thailand, and Thailand gaff, Maawi. In addition,

Project HOPE has an annua Fall Leadership event &t HOPE Center that country
representatives attend.

156 Saffingand Supervison

Country narratives attest to the fact that in genera the project is adequatdly staffed at the
fidd levd; thereis only one exception to this pattern (Mdacatan, Guatemaa). In fact,
the opposite might be more an issue: the project appears to be over-gaffed in two
countries. Project management suggests an gppropriate retio of clients to staff is300:1,
more or less an industry paitern. Counting field staff and supervisors, the retio in Maawi
iIs417:1, quite efficient; however in Guatemda, it is 169:1, and in Peru it is 153:1.
Comparable experience from colleague organizations in Guatemaa and Peru suggest
these ratios represent quite intensive supervison. Oneway to build a portfolio isto hire
over current requirements; another isto grow “organicaly.” VHB has opted for the
former strategy in two countries; in times of scarcity, the latter may become appropriate.

Country narratives discuss staff qudifications and performance as follows:

InMdawi: All fidd daff are ex-teachers with considerable persond warmth and
‘presence to carry out vibrant, community promotion. Adult education skills of
these staff are ill developing, in part, because they are ex-teachers, in part
because the previous hedlth education called for “transmission” of alot of
content, and in part for other reasons.

In Guatemda Most though not dl fidd staff demongtrated good use of names,
adequate preparation for the session, and carried out the hedlth talk largely as
planned. Overdl effectiveness of the talks was as follows. two onswith
good facilitation but incomplete technical competence; two sessonswith
adequate technical content and facilitation; one session with good content and
facilitation; one session with good technica content and excellent facilitation.



In Peru, most fidld promoters are strong performersin hedth talks. Overal rating
of the sessions observed produced three“A’s,” good technical content and
wonderful facilitation; two “B+s,” good facilitation and good content; and one
“C”, adequate facilitation, less adequate technica content.

Supervison of gaff varied throughout the program. In Maawi, field saff had not been
supervised much for dmost ayear. In Guatemaa, the supervison was good in one
geographica area, and inaufficient in the other. In Peru, the supervison in hedth was
excdlent, perhaps less so in micro-credit.

15.7 PVC Program Management

It gppears that BHR/PVC' s oversight of the grant hasimproved in the last severd years.
VHB reports that oversight was practicaly absent during the first severd years; recently
daff hasinitiated more diaogue and contact. VHB’ s reporting and documentation are
goparently well viewed in PVC. These comments having been said, the level of PVC
involvement has not been a hindrance to project management.

1.5.8 Program Management Lessons Learned and Recommendations

Summarizing this document, the following seem to be key lessons learned and
recommendations that come out of the five-year VHB project. Thetableisfollowed by a
brief paragraph on each topic.

Table6: Key LessonsL earned and Recommendations

L essons L earned Recommendations
1. Ambitious goal HOPE to scale down some of its goal expectationsin future proposals; also
formulation to dedicate alarger amount to grant financing in start-up operations.
2. Pace of program Establish calendars for program adaptations and accel erate accomplishment
changes timetables.

3. Organizational learning

Country staff to be tasked to “think outside the box;” performance indicator
added to project manager annual evaluations regarding “ proactivity.”

4. High dropout rates

Re-emphasize to staff the problem of disguised desertion and high dropout
rates, establish performance indicators aimed at reducing these rates.

5. Importance of member
savings

Orient program staff to the economic impact of improved member savings;
create arealistic program indicator; establish portfolio and staff performance
indicators. Consider studying the indicator as one related to individual
sustainability.

6. Continued HOPE HQ
financial support for VHB

FY 04 budget support for three country operations.

7. Improved Adult
Education

Use Peru staff as resource to consolidate the gains in adult education in
Malawi and Guatemala.

8. Improved health data
collection

Collect health datafor first cycle entrants; re-collect after 4™ cycle; supervise
compliance by requiring reporting to HQ on these data every six months.

9. Improved income data
collection

Collect income datafor first cycle entrants; re-collect on all fourth cycle
participants.

10. Higher profit loans

Embark on economic analysis of individual loan applications on alimited
number of applicants being careful not to over-tax field staff with this extra
responsibility.

11. Operational

Mount aggressive campaign of cost-reductions to improve cost/sustainability
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L essons L ear ned Recommendations

sustainability ratio in current VHB countries. Release supernumerary staff in each
country. HQ to provide more hands-on oversight of country budgets.

12. Maawi decision- HQ support of the decision to continue VHB presencein Mulanje; also, HQ

making to push hiring an Adult Health Educator in Malawi.

13. Peru portfolio survival | Conceptualization and creation of anew, more viable program strategy.

14. Country Director With Country Director input, Program Director-Income Generation to

involvement articulate in writing a“ management philosophy” paper thinking through

country leadership styles and quality portfolio issues. Performance
indicators for supervision of VHB gets added to C.D. annual performance

15. Program Director With VP-International Programming support, HQ Program Director-Income

management style Generation articulates a“management philosophy” paper thinking through
leadership and quality portfolio issues.

16. Scaling up Continued HQ effortsto scale the VHB up in new countries; preparation of

project proposals for new donors

Ambitious god formulation The conceptua attractiveness of the HOPE VHB “credit
plus’ modd may be responsible for underestimating operationd difficulties. Country-
specific adaptations will aways be required and take time to recognize and implement.
The ratio of clients per bank was adapted from Ecuador, a sui generis context; al growth-
of-portfolio projections based on those figures have been shown to be overambitious—
with significant impact on the accomplishment of program targets for the entire life of

grant. Future VHB proposas can be more redidtic in what is achievable in a given grant

period.

Pace of program change. Continuing the earlier discussion on thistopic: was country

daff sufficiently active in moving forward on Midterm recommendations? Peru wasthe
first to move forward regarding a reformulation of the health education methodology.
Guatemaa moved forward on an organizationd self-assessment that identified three
drategic areas of improvement: adminigtrative manuds, inditutiona strengthening, and
portfolio growth. If the answer is“probably yes,” the project moved forward with as
much speed as one could legitimately expect given the complexity of the change, the
guestion then becomes “how can HOPE accel erate the process the next time?’ Relatedly,
what is the extent of local country commitment to VHB? Are the HOPE country
operdions “implementers’ of VHB, or “owners?’

Organizationd learning. Repesating the question from earlier in the narrative: have the
learning curve, innovation and pro-activity of VHB saff been dl that one could hope for?
Has VHB daff been sufficiently thought provoking and chalenging of one another

during this grant? One tends to conclude the answer to thisquestionis“no.” Tothe
outsder, it ssems VHB has been a bit of a“train on the track,” steaming down the path
that was laid out without adjusting as much as was needed to changed condition along the
way. The gsrength of VHB'’ s financid monitoring may have lulled project saff into
thinking that al program issues were being addressed. It seems HOPE HQ and
individua country operations need to think “outsde the box” more.

High dropout rates. The dropout rate is particularly acute in Peru but also has a bearing
on the other two operations. It appears VHB has accepted that high dropout rates,
characterigtic of the micro-finance industry, are afact of life. However if some
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reductions in these rates could be achieved, the project would become more efficient as
well as more effective. If women's businesses become more successful, more women
should be interested in staying in the project longer. It may be gppropriate for VHB
leaders, the Program Director and the project managers, to think about striving for some
“sysemic” improvement in this area.

At the same time, much of this analys's suggests the project can begin to look more
carefully at those who complete four cycles, aggressvely monitoring improvements
in hedth and in income. Much of the speculation on improvement in four-or-more-
cycle participants can be documented if women who complete this milestone are
carefully monitored, surveyed and their changed situation documented.

Member savings. The project currently tracks member savings each month. However,
there is no explicit linkage between accumulation of member savings and the overdl
effectiveness of the project. When a businessfalls and awoman withdraws from VHB,
her accumulated (enforced) savings are captured as a last-resort mechanism to pay off the
loan. In busnessterms, thisisjudtified. However, VHB daff does not yet perceive it as
a setback to project impact. One recommendation is for VHB to create an explicit ratio
of loans-distributed compared to member savings, or portfolio value compared to savings
to strengthen the focus on the importance of steady growth in member savings.

HOPE HQ support for VHB. Given that none of the three countries has yet achieved
operationa sustainability, Project HOPE should continue to finance the VHB operation in
two of the three countries at the conclusion of the current grant and study serioudy the
gtuation in Peru. The program modd is an effective one that responds to key needs and
should be continued. One hopes full operationd sustainability can be achieved in two
countriesin the near future, and HOPE HQ financia support should be provided to alow
that goal to be achieved.

On another front, the V.P.-International Programming informed the evauator that a new
position has recently been created at HOPE Headquarters, that of Deputy Director for
Income Generation. The commitment of additional HOPE resources to the hiring of a
heed office resource person to support VHB is another indication that VHB has become
“maingreamed” in the inditution, one of the primary gods of the project.

Improved Adult Education. The Midterm recommendation for hiring an adult educator at
HOPE HQ was not acted on—for financid reasons that, if unfortunate, are
undergandable. However, agood dternative to this recommendation was the hiring of
the Peru Adult Educator, whose performance has been evauated highly in the Peru
country narrative. A similar position has been created in the Maawi portfolio. HOPE
HQ support for these two postions should continue. A lessimportant recommendation
regarding off-budget support for adult education materials may aso be worth

congdering.

Improved hedth data collection. As determined by the project a short time ago, hedth
data should be collected at the start of awomen's career in VHB just asincome and
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expenditure data are collected; and improvementsin hedlth should be measured a the
close of the 4™ loan cyclejust asimprovements in income and expenditure are measured.

Improved income data collection  Continue to collect income data at the start of a
women's career in VHB and measure improvements in income a the close of all clients
4™ |oan cycle loans.

Improved loan profitability. Until now, aslong as the VHB group proposed the loan and

it did not seem too risky, the project has not much focused on business andysis behind

the loan gpplications. Within understood time constraints, field staff could begin to sudy
the underlying soundness of individua loans. So as not to over-burden fidd aff with
thisrole on top of their hedth education responghilities, such andyss could be done on a
limited basis. perhaps on one or two of the newer members joining a successful bank, or
perhaps mostly on 1% or 2" loan cycle dlients. Severa colleague NGOs are
experimenting with thisidea

Operaiond sugtainability. 1n each VHB country, a cost-reduction exercise should begin
(or continue if dready started). Appropriate changes in each country could be to reduce
over-gaffing, improve control of operating expenses, use vehicles better, carefully
control VHB country head- office support, and reduce office size and indtitutiona
“footprint.” Paradoxicaly, VHB sdaries may need to be increased in one country or
other to retain qudified gtaff. At the sametime, if acampaign to reduce dropoutsis
successful, program revenues will rise thereby enhancing operational sustainability.

Maawi decison meking. It isencouraging that the recommendation in the Maawi
country evauation to keep the Mulanje office open has been accepted. At the sametime,
acampaign to hire a nationa-gtaff Adult Educator to complement the skills of the
expatriate Adult Educator should take place.

Peru portfolio surviva. It isrecommended VVHB-Peru give serious study to determining
aviable program strategy. The project has not been able to dow the exodus of its clients.
Asareault, the project is congtantly opening new (and untried) banks and promoting new
and untried clients, while older banks and older clientsleave. A new program design
needs to take place to adjust to these redities. HOPE HQ taff, the Peru Country Director
and the Project Manager should give serious thought to thisissue.

Country Director and Program Director involvement. It appears that leadership of the
Country Directors and the Program Director may have been overly “ddegative” The
management philosophy of Stuationd leadership suggests when things are going well,

the leader steps back; when things are deteriorating, the leader needs to intervene,
sometimes quite vertically. Management literature® suggests that “democratic”

leadership may not always be appropriate and that management for performance is not
necessarily hands-off. If this perception isvalid, one way to pursue the ideawould be to
debate vigoroudy within VHB and prepare a position paper on what effective, results-
oriented management would look like in operationd termsin VHB.

! K ouzes and Posner; Goleman, Bouatzis and McKee; Lencioni.
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Scding up. If, asdedired by the Vice President for Internationad Programming, the VHB
isto become a core pillar of excellence in Project HOPE, new donors and new programs
will need to be found. The findings and conclusions of this document may strengthen
HOPE' s ability to improve the current portfolio and attract new donors for VHB.

1.6 Evaluation Methodology

The evauation took place from June 2 to Aug. 15 asfollows. Three half-days of
interviews were held at HOPE Headquarters. Field travel took place during the weeks of
June 15-20 to Maawi, June 29-duly 5 to Guatemaa, and July 6-12 in Peru. Write-up
took place from July 21 to August 14. Four stand-aone documents were produced: Final
Evauation reports for each of the three country operations, plusthe USAID Matching
Grant Find Evaduation, which is this document.

The methodology was asfollows. review of documents; in-depth discussions with HQ
program management; field visits of one week each to Mdawi, Guatemaa and Peru;
holding in-depth discussions with the project managers and program support technicians
during thet travel; field travel to anumber of VHB mesetings, including direct observation
of hedlth talks and loan operations; and semi-gructured interviews with randomly
sdected VHB members. The following table summarizes the fidd travel.

Table7: Summary Information on Country Vists

Program VHBs Members Individual Fied staff | Discussions
Visited Participating | Interviews Observed w/ Staff
M alawi 7 83 4 6 (of 8) 8
Guatemala 9 111 2 5 (of 7) 14
Peru 8 99 30 4 (of 5) 6
Total 24 294 56 15 28

Of twenty HOPE fidld staff, fifteen were observed as they engaged in project promotion,
75%. Twenty-four banks were visited for approximately two hours each. Participation
of members in these meetings was 294 women, 77% attendance not including excused
absences. Post-event conversations took place with fifty-six women selected a random
from the members who atended the bank meetings. During the travel, discussons were
aso held withfidd and adminigtrative support staff, 8 in Mdawi, 14 in Guatemda, and 6
in Peru. In addition, interviews were held with two colleague organizationsin
Guatemaa and sx in Peru. Thislarge number of informants alowed the evauator to
form a comprehensive picture of most of the strengths and weaknesses of the project in
the three countries visited.

The evauation was carried out by athirty-year experienced development practitioner
with specidization in rurd agriculturad development, rura sociology, primary hedth

care, and organizationd management. The evaluator was aso the externa evauator of
the VHB Mid-Term in September 2001, allowing some additional comparisons between
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the time of Midterm and Find evauation; he was dso the author of the Midterm Peer
Review study paper.

1.7 Evaluation Attachments

Appendix A:  Approved SOW

Appendix B:  DIP Matrix and Results Status- Overdl project and per country
Appendix C:  Program Strengths and Weaknesses Table

Appendix D:  Find Evauation-Maawi

Appendix E:  Find Evauation-Guatemda

Appendix F:  Find Evaduation-Peru

Appendix G:  Ligt of persons/groups interviewed

Appendix H:  Bibliography

Appendix I:  VHB Photographs

40



APPENDIX A
Scope of Work
Project HOPE Matching Grant Final Evaluation

Program Context:

Project HOPE recaeived a USAID Matching Grant for the period 1998 — 2003 in order to
replicate HOPE' s Village Health Bank methodology which integrates access to credit
with hedlth education for impoverished women to three new countries. Maawi,
Guatemaa, and Peru.

The overdl objective was to dleviate poverty and it's effects on women and children by
increasing incomes and improving health conditions and persond well-being. Specific
program goals to achieve this objective include:

Strengthened capacity of Project HOPE to implement successful Village Hedlth Bank

Programs

To provide vaued financid services and hedth education in a sustainable manner

To improve income and hedth levels of impoverished women and children

Objectives:

In accordance with the requirements of the USAID Matching Grant, Project HOPE is

completing afina evaluation of achievement of the gods, indicators, and impact of the

projects funded with this grant. Specific objectives of this evauation include:

1. Conduct an evauation of Project HOPE's Village Hedth Bank activitiesin Maawi,
Guatemala, and Peru.

2. Assess HOPE Headquarters progress with the grant.

3. Prepare areport consolidating al the findings generated by this eva uation.

Role of Evaluator:

Project HOPE will hire amutualy agreeable independent consultant to conduct and
report upon the evaluation. Specific respongbilities include:
Review supporting documents pertaining to the USAID Matching Grant. This
includes the grant gpplication, detailed implementation plan, annua reports, policy
and procedure documents, evaluations, and other internd information.
In partnership with Project HOPE and relevant USAID personnel, coordinate
planning of activities for the execution of thisfind evauation.
Conduct an assessment of Project HOPE' s Village Health Bank programsin Maawi,
Guatemda, and Peru in achieving the grant objectives, indicators, and impact on
target populations using the below evauation guide and accompanying tebles.

Conduct an assessment of Project HOPE/Headquarters progress in achieving the grant

objectives and indicators using the below evauation guide and accompanying tables.
Develop recommendations for HOPE to strengthen our continuing execution of the
VHB programs.
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Prepare afina report consolidating dl the findings generated by this evduation. This
report should follow the below guide, with adistinct report on each country, dong
with an overdl report.

We are planning to engage Frank Sullivan (who conducted our mid-term evauation) to
lead thisfind evauation. Mr. Sullivan will conduct this evaluaion independently of
participation by Project HOPE Headquarters personndl.

M ethodology:

The principa drategy for thisfind evauation is to have the same person who conducted
the mid-term eva uation aso conduct the find evauation and use the previous
experiences as a basis for comparison with current results to document progress and
determine successin achieving grant objectives. Specific dementsinclude:
- Review of supporting documents related to the USAID Maiching Grant and it's
projects. Specificaly, review of the mid-term evauation reporting.
Feld vidtsto 3 countries (Madawi, Guatemaa, Peru)
Vidt to HOPE Headquarters to interview key staff and review information systems
involved in implementation of the USAID Matching Grant.
Interviews with key program gtaff involved in implementation of the projects.
Open discussion with program staff about program advances, chalenges, and results.
Review of internally generated operational documents, performance reports, and
impact information.
Verificaion of the sysems that generate the above information.
Direct observation of field activities specificaly related to hedlth education.
Informant interviews and focus group discussions with direct project beneficiariesto
verify their perceptions and specific benefits gained.

Report Format:

A report of acceptable qudity in accordance with this Scope of Work will be prepared.
This report will follow the format prescribed by USAID and address the specific
evauation questions. A distinct report will be prepared on each country, along with an
overdl report summarizing. These reports will be completed in Microsoft Word.

Proposed Deadlines:

Completion of SOW June 1%

Project Assessments June 15" — July 12
Completion of draft report July 25"
Stakeholders review August 8"
Revisions & final report completion August 15"
Evauation debriefing August 22"

Evduation Quesions.  Section numbersrefer to the actual report document.
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1.4 Program Effectiveness

1.4.1 Program Mode or Approach

= Determineif the hypotheses and assumptions under- pinning the program model
were sound.

1.4.2a Achievement of Objectives

|dentify the program objectives and assess progress made to date toward achieving each
magjor objective defined in the DIP, for the PVO's HQ program and for each country

program.

Under each main objective (as defined in the DIP):

Assess progress toward each mgjor objective. Provide evidence, criteriafor judgment

and cite data sources.

= |dentify mgor successes, chdlenges and condraints in achieving each objective.
Include a chart that summarizes the program’ s successes and weaknesses (see
suggested format in Annex A). Attach a summary of the program’s DIP results status
usng template given in Annex B;

= Assesstheimpact of the program on strengthening the capacity of the PVO's
operations a HQ and in the field to ddliver sustainable services, and

= Discuss any unintended impactsto date - positive or negative.

Asssssif the main strategies and activities employed to achieve results were effective.

Identify any changes made during implementation.

. Have the drategies and activities been effective in achieving mid-term/end of
project (EOP) targets?

" Did the PVO conduct a mid-term evauation or datareview? Was program
implementation on-track? Were mid-course corrections made and what are the
effects of these changes?

1.4.2a Impact on Target Populations

= Discussthe impact of the program on target populatiors;

= Review program impact information and the design, systems, indruments, and
procedures used to collect and document it.

= Vaeify the results through target population input.

1.4.3 Cross-cutting I ssues
Partnerships (Note — as this issue was not a stated objective it should be commented
upon but not used as part of the evaluation criteria):

Assess the status and outcomes of the PV O’ s partnerships with loca organizations,
NGOs, networks, businesses or intermediate support organizations.
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»  Asssssthe effectiveness of the PVO's gpproach to building in-country
partnerships. Identify the key eements that contributed to success.

= |dentify local partners and cite changesin loca partners inditutional capacities
that occurred as aresult of the program partnerships. Identify whet activities were
most ingrumentd in strengthening locd partners

= Citechangesinthe PVO'sinditutiond capacities, asaresult of learning from in-
country partners;

» Discussif these partnerships are mutudly satisfactory and beneficid. 1dentify
and discuss mgjor congraints to developing durable and productive partnerships,

= |dentify outcomes of program links with any codlitions, networks or associations,
and

= Attach Partnerships Table (see template in Annex C)

New Tools, Guidance Or Sandards:

Identify if new tools/guidance, approaches, or program standards were developed under
this program: Assessif these tools, approaches etc. were effective and merit broader
distribution or gpplication.

Sustainability and Scale-Up:
Assess program sustainability and scdeup plans of operations:.
Magnitude of the program: size of beneficiary population by age and sex;
= Progressand potentid for scale-up or replication;
*  Progress made by the program toward achieving sustainability and if the PVO is
planning to measure post- grant sustainability;
=  Progress program is making toward diversfying resources, for example building
dliances with in-country business organizations.

1.4.4 LessonsLearned and Program Recommendations
= Qutline the main lessons learned from the MG program that would be applicable
beyond the program sites.
=  Provide recommendations for the PV O, partner organizations and USAID/PVC

1.5 Program M anagement

151 Management Approach

= |nthe context of the program moded and the changing country Situation, isthe overdl
gpproach to program management flexible, appropriate and adequate?

= |sthe program cogt effective and timely in converting inputsinto outputs and
outcomes?

1.5.2 Quality and Status of Detailed | mplementation Plan (DI P)

= Discussthe quality of the DIP, i.e. the clarity and adequacy of the objectives,
indicators, basdine studies and activities.



= Comment on the utility of the DIP as a management tool for the PVO, partners and
PVC.

153 Financial Management

= Areadequate financia control systemsin place (the intent of this questionisto
comment upon observed systems not audit)?
= |sthePVO leveraging additional resources (beyond the match)?

154 Monitoring and Evaluation (M&E) System

= Doesthe M&E system supply accurate, reliable and timely performance data?

= How effective are the steps (if any), taken to inditutiondize M&E a PVO HQ?

»  Asssssif the partner organizations have increased their capacity to monitor and
evauate their work, document program achievements, and use data for decision
making and program advocacy.

= Hasthe program undertaken to date, any specia studies to assess program operations
or impact? Comment on the qudity and utility of these sudies.

=  Assess PVO and partner use of data to make management decisions.

= What more could be done to improve the M& E systems and use data for decision
making and program advocacy?

= Vaeify data pertaining to arandom sample of indicators.

155 Information Systems

= Hasthe program increased in-country partners access to information technologies?

=  What steps have been taken by the PV O and its partners to share program
information and learning?

156 Staffing and Supervision

= Do the PVO and partner organizations have an adequate number of staff with relevant
expertise for supervising/backstopping the program?

15.7 PVC Program Management

»  Assess PVC soversght and backstopping of the cooperative agreement (based upon
the PV O’ s feedback).

1.5.8 Program Management Lessons Learned and Recommendations

= Discuss the management lessons learned and recommendations to the PV O, in-
country partners and PVC.
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ANNEX B1 - DIP RESULTS STATUS - VHB OVERALL

Strategic Objective 1. Strengthened [HQ] Capacity to Implement Successful Village Health Bank Programs

DIP DIP INDICATOR Baseline EOP TARGETS | ACHIEV VERIF COMMENTS
OBJECTIVES EMENTS | IED?
A) Formation of 1) Team of technica 1 full ime 3+ persons Accmplshed | Yes Hope Center team: 1+ Y2 time
an Income specidigtsworking person working Country Project Managers 3
Generation together to advance together for an LA Reg. Adult Educator 1
department at the VHB equivaent of 1.5 Africa Adult Educator 2 time
HOPE Center methodology full time
positions
B) Development 1) Development of No Technica Accmplshed | Yes Manuals seen and reviewed
of acommon, yet technicd & guiddines manudsfor the in three countries, adapted to
flexible operdtiond guidedines by each methodol ogy, country conditions
methodology program with
building on modifications
success 2) Definition of core No core Defined Accmplshed | Yes In a change from Midterm,
experiences health objectives for hedth objectives and g&ff in dl three countriesis
al VHB programs objectives | common now clear thisis primarily a
educationa health project.
processes
3) Development of None Functioning Accmplshed | Yes Microfinance monitoring/
MISfor program sysems impact measurement are
monitoring and generdly strong. Hedth
impact monitoring/ impact

messurement are not yet up to
speed, but agreed-upon
methodology is ready for
wide replication




DIP DIP INDICATOR Baseline EOP TARGETS | ACHIEV VERIF | COMMENTS
OBJECTIVES EMENTS IED?
4) Cregtion of a Minima Exchange Accmplshed | Yes Experienced g&ff availablein
network of VHB interactio opportunities 2 each country. Cross-
practitioners n times per year fertilization taking placein
with mentoring joint annua workshops,
respongbilities cross-vists aso taking place
at least once ayear.
C) 1) VHB modd 0% 100% Accmplshed | Yes Methodology has been
Implementation adapted to unique implemented in three very
of theVHB characteristics of each different countries.
methodology in new implementation
varied settings Ste as evidenced by: Not 100% operation sustainability
through - % thet are Accmplshed has not been achieved in any
replicationto 3 operaiondly of the 3 start-up countries.
new countries, sugtainableon
and expangonin monthly basisby
1, dl with grant end,
successfully - % with high 1 program | 4 programswith Accmpished | Yes Achieved in Guatemda and
operating program quality of 30 30 day arrears In two Maawi; not achieved in Peru.
programs day arrears < 5% and less than 5% of countries
annud loan losses < outstanding
2% loans and annua
loan losses < 2%
D) Greater 1) % of USAID 50% of 20% of Accmplshed Two non-USAID donors for
sudanability of support resources resources from current project.
theVHB from USAID Three non-USAID donors for
programs through USAID scale-up of VHB inthree
diversfication of other countries
their funding 2) % of VHB Oof 2 80% of 5 N/A N/A No longer revant per mid-
sources programs utilizing programs programs term evauation. HOPE BOD
commercid or usng has made a policy decison
investment capital commerci not to pursue such financing.
a capita




DIP DIP INDICATOR Baseline EOP TARGETS | ACHIEV VERIF | COMMENTS
OBJECTIVES EMENTS IED?
E) Increased 1) % of USAID 50% of 25% of Accmplshed | Yes Complementary U.K
sudainability of support in annud resources resources from resources added to two
HQ technicd budget from USAID country operations, Maawi
services USAID and Guatemda
Two country operations
opened, Dom. Republic and
Thailand, without USAID
funding
2) % of funding from 0% 25% No No No third-country support
client paymentsin annual planned for HOPE Center
budget costs
F) Development 1) Number of independent | O 4 organizations N/A N/A Indicator no longer relevant
of independent national organizations per mid-term evaluation.
nationd 2) % of partner na 100% N/A N/A Evauator comment: Not
organizationsthat | organizationsthat are gopliceble
operatethe VHB operdtiondly sdif-
program sufficient on monthly
basis
G) Egablishment 1) Functioning None Functioning Accmplshed | Yes Microfinance monitoring is
of aprogram performance system grong; hedth monitoring is
performance monitoring system not yet fully up to speed, but
monitoring methodology and format have
system been developed.
H) Establishment 1) Functioning impact None Functioning Half Yes Microfinance impact
of aprogram assessment system system accmpl shed measurement needs to be
impact strengthened. Hedlth impact
assessment measurement not yet in place
system but methodology and formet
have been developed.




Strategic Objective 2: Provide Valued Financial Services and Health Education in a Sustainable Manner

DIP DIP INDICATOR Baseline EOP ACHIEV VERIF | COMMENTS
OBJECTIVES TARGETS EMENTS IED?
A) Develop locd 1) #of new staff trained 1) na 50 Accmplshed | Yes FY 03 field staff observed:
staff capacity to in VHB methodology Malawi: 13 observed
implement the Guatemada: 14 observed
VHB Peru: 10 observed
methodology 2) % of new VHB 20 100% (3 Accmplshed | Yes Manuals seen and reviewed
programswith programs) in three countries; adapted to
documented policies country conditions
& procedures
B) Create local 1) Number of 1)0 4 organizations N/A N/A Indicator discarded at
NGO indtitutions independent national organizatio recommendation of Midterm
to continue the organizations ns evauation.
program
C) Achieve 1) % of partner 1) na 75% [Ed. Not Yes EOP status:
sustainability of organizations that are 100%7] accmpl shed Malawi: 58%
operations operationdly sdf- Guaemada 69%
aufficent Peru: 45%
D) Serving a 1) #of new VHB 1)0 12,300 131% of Yes Totd >1Yr. Active
Sonificant program participants participants 80?' totta'- Maawi: 6720 2343 2935
population reached with o Guate 4332 2803 1861
resources of this for * 1yr.+” Peu 5084 1151 1071
grant women and Totd 16,136 6,297 5,867
currently 131%  51%  36%
active
women




2) # of beneficiaries 2)0 75,000 132% of Yes Estimate Total >1Yr. Active
(participants + family beneficiaries goal total, Maawi 47K 164K 26K
members) of the 25: e';Ote Guate. 24K 154 10K
resources of this indicators Peru 28K 63 6K
grant also Tot: 99K 38K 42K
Of God 132% 51%  55%
3) #of VHBswithin 3) 230 VHBs 285 130% of No Maawi: 251, active 197
Project HOPE goal Guatemda: 177; active 104
Peru: 185; active 70
Totd: 613. Active 371,
130 % of god, not counting
Ecuador
E) Develop 1) % of VHB programs 1) 0% (2 75% (5 VHB N/A N/A Indicator no longer relevant
access to utilizing commercial or VHB progranms) per mid-term evaluation.
resources to investment capital programs)
support long
term growth
F) Maintain high 1) Arrears more than 1) na < 10% of portfolio 14.87% Yes ?B/Ialawi :d130§ O?f 3;211(5533 KK
i uatemala: 3% o
program quality 30 daysold Pertt 28% of 178 K
Weighted total: 82.7 K/556 K
2) Annud loan losses 2) na < 5% of Accmplshed | Yes Accomplished in Guatemala and
portfolio Malawi




Strategic Objective 3. Improve Incomes and Health Levels of Impoverished Women and Children

DIP DIP INDICATOR Baseline EOP ACHIEV VERIF COMMENTS
OBJECTIVES TARGETS EMENTS IED?
A) Financidly 1) # of new Village 1) n/a 285 new VHBs | 130%of Yes Maawi: 251, active 197
viable, democrat. | Hedlth Banks formed goal Guatemala: 177; active 104
manageo_l Peru: 185; active 70
community Totd: 613. Active 371, 130%
Inditutions
B) Improved 1) # of women 1) n/a 12,300 Women 131% of Yes Totd loans 16,136, 131%
economic receiving loans godl; >1Yr. loans 6,297, 51%
opportunities for Note other Active dients 5,867, 48%
impoverished figures as
women per SO
2D.1
2) # of loans 2) n/a 55,000 |oans 59.5% Yes Malawi: 11,967 (6/02/03)
dishursed disbursed accmplished Guatemala: 10,562 (6/30/03)
Peru; 10,221 (6/30/03)
Totd: 32,750
3) % of loan 3)n/a 75% Accmplshed | Yes Average loan sze FY03
disbursements less Malawi: $139
than $300 Guatemaa $200
Peru $ 173
4) Participation by 4) n/a 75% of No Data requested, not yet
impoverished women participants received
report incomes
below poverty
line




C) Increased 1) Average changein 1) n/a 20% Accomplish | Yes See narrative explanation.
incomes of sample of participant improvement ed as per the Big Gains  Someimp.
program incomes comments Maawi  20%
pa‘tl CI pmtS column 755 1,588
Guate 50%
829 1974
Peru 15%
204 484
D) Increased 1) Number of 1) n/a 12,000 Accmplshed | Yes Total LOP 13,003
exposure of educationd sessons education
impoverished provided s3I 0NS
women to hedth 2) Average# of hedth 3) na 15 Not likdy | No High drop out rates make
education lessons | education sessions collection of thisinformation
received extremdly difficult
E) Improved 1) Changesin 1) n/a 75% of 32% Yes See narrative. Substantial
hedth status of consolidated hedlth partici pﬁ”ts report | accmplshed improvements in health for a
icpdi 25% or beter est. 2,250; some improvements
s\zﬁtrlr?e?,a " Score Improvement for another 4,046.
Total 32% of goal for both
groups combined.




ANNEX B2

DIPSTATUSRESULTS- MALAWI

DIP Objectives DIP Indicators EOP Status Year 5 Status

VHB model adaptedto socio- | « VHB policies and procedures defined Accomplished . Appropriatepredit policies ar\d procedures developed and in place.

economic characteristics of for successful implementation in this area; Doguments dlscussgd and revi e_wed hetween the.e'val uator and the

Mulanje District. Project Manager during evaluation travel. Mulanje and Blantyre
conditions are very different, but procedures seem to beworking in the
latter areaasthey did in the former area. Since the evaluation VHB-
Malawi has taken the decision to continue working in Mulanje.

« Completed lesson plans for health and Not yet Health education plans are still in development, but are showing good

business education that is appropriate to
the needs of the beneficiaries;

accomplished but
action under way

movement forward. See narrative. Business plans have not yet been
systematized but VHB has contracted an outside expert to givetraining
to selected village women on better business planning. Evaluation
recommends that this be an area of project interest in FY 04.

- 251 Village Health Banks have been opened with 197 still in active

Expansion of the VHB 120 new VHBswill be created; 164% operation, 164% of goal. In addition, the Evaluation exercise
to Malawi ; ion, 0 . ition, valuati i
program o Visiaw! accomplished developed a project consensus that 32 banks are “A+".
« 5500 women will receive loans Accomplished - Total 6,720 women have received loans, 161% of goal
’ - Tota 1yr. or more, 2.343, 43%.
- Total 2,935 are active, 53% of goal.
- 0,
Maintenance of high program | ¢ Arrearsover 30 days|ess than 5% of Not Arrears over 30 days are 13%.
quality outstanding loans; accomplished
 Loan lossrates of less than 2% of Accomplished - Loan defaultsfor FY 03 areless than 1%, in part because the project is
average portfolio; cautious in declaring the loan uncollectible.
» Operational efficiency of lessthan 15% Datanot collected.
by grant end.
Improved institutional « 25 staff trained in VHB methodology | Accomplished | - 28 Staff trained in the methodol ogy.
capabilities + Development of planning, Accomplished - Loan management and Accounting Systems arein place.

administrative, and management systems
and documentation to support agrowing
institution;

Performance monitoring system isbeing used. Overall management
of the portfolio seems strong.

- Decision to enter Blantyre was strategic and well-thought out.
Decision to leave Mulanje was less well researched.




DIP Objectives DIP Indicators EOP Status Year 5 Status

» Upgrade of the Financial Management Accomplished - Project has established an effective tracking system to measure

Information System to assess economic improvementsin income by collecting economic and household data

impact on beneficiaries; on each entrant to the VHB duri ng the 1® cycle and compared the
results at the conclusion of the 3" loan cycle.
Improvements ranges from 21% to 37% (see narrative) and are
consistent over time.

« Development of an Impact A ent | Accomplished in - Economic impact iswell measured, as per the above.

System; micro-finance; - Health studies show expenditure of great effort, but methodology has

not accomplished
in health

contributed to unreliable data.

- Anecdotes of successes have been prepared but were not of much
usefulness for eval uation purposes.

See extensive discussion on this subject in the country text.

- Operational sustainability is58%. Plansto achieve 100% depend on

. . ; o .
Salf-Sufficiency suét;hrlglb?l :’:};OO o level of operational glc?:tompl ished the continued success of the Blantyreinitiative.
o Commercial funding is utilized to N/A - No longer applicable.
finance expansion of the loan portfolio;
» Accessing in-country resources to Not - Not accomplished. Malawi isavery difficult environment for
complement program operating and accomplished anything except donor programming. HOPE Malawi has not
growth needs; successfully marketed any large new projectsin several years
niary i . P - Considerable confidence to the assertion that 755 clients have
Increased beneficiary impact ini:rrlgoag]; g]; %%&C;%ﬁg;ﬂ ;//\?omen chlzlgmpl ished for benefited by increases of 20% or alittle more; lessimpact estimated for
perhaps 755 another 1,588.
clients; less
impact for 1,588
» 70% of VHB members will be engaged Accomplished - Extrapolating from “ A+” banks, it is possible the project has had
inimproved home-based health practices; for perhaps 750 substantial impact on the lives of approximately five hundred and
women fifty people; somewhat lessimpact may be surmised in the lives of

another similar number. There has not been sufficient time to show
improvement in Blantyre participants. It seemsdifficult to assume
substantial improvementsin health for the mgjority of participantsin
the Malawi VHB program.




ANNEX B3
DIP STATUSRESULTS- GUATEMALA

DIP Objectives DIP Indicators EOP Status | COMMENTS
. - : - Appropriate manuals, credit policies and procedures developed and in place.
VHB model adapted t - | * VHB pol d ed A lished i ) /
econorrrrl?c char:gteri ﬁciacssog]io defined ?grl iiis]sfar ocedures ceompll Documents discussed and reviewed between the evaluator and the Project
. P . Manager during evaluation travel. Highland and Coastal conditions are
the San M D t t I tat th . . C
ingl uding t?]rgzslti;pa?]rorgﬁg 'mprementation h this area, dlffergnt, bgt procedures work well in both areas. Project iswell managed
Boca Costa regions administratively
« Completed lesson plansfor health | Not yet - Health education plans are still in development, but are showing good
and business education that is accomplished movement forward. See narrative. Work has not yet begun on improving the
appropriate to the needs of the “business plan” aspect of women’s|oan requests, but this topic was included
beneficiaries: as arecommendation in the Final Evaluation.
Expansion plan into new program areas devel oped; Promotional plan
developed .
Expansion of the VHB « 85 new VHBswill be created: 122% -A 177 Village Health Banks have been opened with 104 still in active
program to Guatemala accomplished operation, 122% of goal
« 3500 wormen will receive loans: 53% - Total client receiving loans, 4332, 123 % of goal
' ' accomplished - Current active clients are 1,861, 53% of goal.
Maintenance of high program | ¢ Arrearsover 30 days less than 5% Accomplished - Arrears over 30 days are 3%.
quality of outstanding loans;
 Loan lossrates of lessthan 2% of | Accomplished InFY03, loan lossis 0%
average portfolio;
- Operationdl efficiency of less than Accomplished Operational efficient achieved 16.78%, judged all-but 100% of goal .
15% by grant end;
Improved institutional « 15 new staff trained and oriented Accomplished Current staff of 14 with certain longevity appear well trained and most are
capabilities in VHB methodology; competent. Three new staff not evaluated.
, Project manager reports four staff training eventsin FY 03: in credit analysis,
billing, planning, and health education.
- Development of planning Accomplished - Overall management of the portfoliois strong. Systems reported and
administrative. and manage'ment reviewsare: annual work planning, expansion and self-sufficiency plan,
systems and d’ocumentati on to promotion plan, monthly performance planning, computerized |oan registers,
support a growing institution: creations of credit policies, procedure manual, paperwork standardization, and
» Upgrade of the Financial i Accomplished others. .Loan management and Accounting Systems are in place.

Management Information System to
assess economic impact on
beneficiaries,

Performance monitoring system is being used.
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DIP Objectives DIP Indicators EOP Status | COMMENTS

« Development of an Impact Accomplished - Economic impact iswell measured, as per the above.

Assessment System; in micro- - Health studies show expenditure of great effort, but methodology has
finance; not contributed to unreliable data. See extensive discussion on this subject in the
accomplished in | country text.
health

Self-Sufficiency « Achieve a100% level of 69% - Operational sustainability is69%. Project Manager is confident 100% will

operational sustainability;

accomplishment

be achieved in the next nine months, and the evaluator is disposed to agree
with the confidence.

e Commercial funding is utilized to

- No longer applicable.

. . N/A
finance expansion of the loan
portfolio;
 Accessing in-country resources to Partially L ocal resources have been researched, but have not yet produced results.
complement program operating and accomplished Project has been partially supported by the National Lottery Charities Board
growth needs; of the United Kingdom. for several years, to good effect.
Increased beneficiary impact | « Income of participating women Accomplished | Considerable confidence to the assertion that 829 clients—those who have
increases by 20% annually: for 829 completed 4 loan cycles or more and may still be active in the project—have
’ women: lessfor benefited by increasesin income of up to 50%.
another’1,974 -The project has likely had some—but |ess—economic impact on the lives
of 1,974 more women, those who have participated in the project four loan
cycles or more but who |eft the project.
* 70% of VHB memberswill be [Same [Same comment]
engaged in improved home-based comment] - Considerable confidence that 829 clients—those who have completed 4 |oan
health practices; Accomplished | cyclesor moreand may still be active in the project—have benefited by
for 829 lessfor | Substantial improvementsin health.
another 1,974 -The project haslikely lessimpact on the health of 1,974 more women,

those who have participated in the project four loan cycles or more but who
left the project.
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ANNEX B4
DIPSTATUSRESULTS- PERU

DIP Objectives DIP Indicators EOP Status | Comments
: -~ : - Appropriate manuals, credit policies and procedures developed and in place.
VHB model adapted to socio- | ¢ VHB policies and procedures Accomplished . - /
economic char:f:)teri stics of defined ?or successfSI P Documents discussed and reviewed between the evaluator and the Project
San Martin Region implementation in this are Manager during evaluation travel. Project iswell managed administratively
- Completed lesson plans for health | “Well on the - One Health Education module is complete and others are in active
and business education that is way” in health: development, but are showing excellent movement. See narrative. Work has
appropriate to the needs of the not underway i,n not yet begun on improving the “business plan” aspect of women’sloan
beneficiaries: micro-credit requests as in other countries, but may be needed as part of creating a needed
' revision to program strategy.
Expansion of the VHB « 80 new VHBswill be created: 88% - A 185 Village Health Banks have been opened with 70 in active operation.,
program to Peru ’ accomplished 88% of goal. However, project isfaced with “killing” rates of drop-out; based
but on thistrend, some (new) active banks will likely drop out soon.
Project has recently decided to open operationsin Lima.
- i 0,
* 3,300 women will receiveloans; Accomplished Total clientswere 5,034, 153% of god.
but with high - Tota 1 yr. or more participation: 1151
dropouts - Current active clientsare 1,071, 32% of goal at time of the Final evaluation.
Dueto likely future drop out, thisis probably over-stated.
Maintenance of high program | < Arrearsover 30 dayslessthan 5% | Not - Arrears over 30 days past due are 28%.
quality of outstanding loans; accomplised
* Loanlossratesof lessthan 2% of | ot - Loan defaults—arrears more than 1 yr. old—for FY 03 are 3.48%
average portfolio; accomplihsed
. Operational efficiency of lessthan | Not 24%. High operating costs coupled with high loan arrears.
15% by grant end; accomplished
Improved institutional * 15 new staff trained and oriented Accomplished Current staff of 11 with certain longevity appear well trained and most are
capabilities in VHB methodology: competent. Three Lima staff not evaluated.
- Development of planning Accomplished - Loan management and Accounting Systemsarein place. Performance
administrative, and manage,ment but .... monitoring system is being used.

systems and documentation to
support agrowing institution;

- Developing an effective response to difficult ‘macro-’ context elements was
not observed.

- Decision to enter Limawas researched but slownessin the project’s ‘gaining
traction’ has been encountered.

- Quality and quantity of health talksis very well supervised.
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DIP Objectives DIP Indicators EOP Status | Comments

 Upgrade of the Financial Accomplished - Project has established an effective tracking system to measure

Management Information System to improvementsin income by collecting economic and household data on

assess economic impact on each entrant to the VHB during the 1% cycle and compared the results at the

beneficiaries; conclusion of the 4" loan cycle.
For those who are still involved in the program for four cycles or more, 200
or so, improved income may be in the 10%-15% range.

« Development of an Impact Accomplished - Economic impact iswell measured, as per the above.

Assessment System; in micro- - Health studies show expenditure of great effort, but methodology has
finance; well contributed to unreliable data. See extensive discussion on this subject in the
advanced in country text. Recent decisions regarding change of methodology in health
health data collection should show positive results soon.

Sdf-Sufficiency « Achievea100% level of Not - Operational sustainability is 45%; it does not seem achievablein this
: S . portfolio for the foreseeabl e future.

operational sustainability; accomplished

o Commercia funding is utilized to N/A Not applicable

finance expansion of the loan

portfolio;

* Accessing in-country resourcesto | ot Local resources have been researched, but have not yet produced results.

complement program operating and accomplished Peruisadifficult country in which to find funding except through

growth needs; development grants. HOPE Peru has been unable to develop new grant

funding in several years. One new initiative is under negotiations with the
CgaRurd.
Increased beneficiary impact | « Income of participating women Accomplished - Some confl_de;nce to the assertion that 205 clients have substantially
increases by 20% annually: for 200+ improved t_he_|r mcom(,%those who have completeq 4 Iogn cycles or more and
women: - less who are till involved in the program. Lessimpact is estimated for 484, those
for an ot,h’er 484 1 yr. or more who are no longer in the program.

* 70% of VHB memberswill be Accomplished -The project haslikely had substantial impact on the lives of 200 or so, those

engaged in improved home-based for 200+ who have participated in the project four loan cycles or more with less

health practices; women. lessfor | impact on 4-cycle members who have |eft, 484. Because of high drop-outs
another, 484, and other factors, it seems difficult to assume substantial improvementsin

health for the rest of participantsin the Peru VHB program.
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APPENDIX C

VHB PROGRAM STRENGTHS AND WEAKNESSES

Objectives

Strengths

W eak nesses

SO 1. Strengthened Headquarters capacity to implement VHB programs

Formation of an Income
Generation Department in
HOPE Headquarters

-Good leadership; good systems; good
management.

-Importance of VHB as strategic part of Project
HOPE portfolio hasimproved with arrival of
new V.P.- Programming.

Development of a
common, flexible VHB
methodol ogy

Fully accomplished; good overall designs; good
local adaptations.

Implementation of VHB in
3 new countriesand 1
expansion

VHB Ecuador graduated to full institutional
autonomy; VHB fully implemented in three new
countries.

Greater sustainability
through diversified
funding sources

-Complementary funding received from two
U.K. donorsfor VHB operations.
-Expansion into two new countries without
USAID assistance.

Increased sustainability of
HQ technical services

HOPE resources committed for the hiring of
Deputy Director-1.G. from FY04.

Establishment of a
program performance
monitoring system
Establishment of a
program impact
assessment system

Quite strong in micro-finance in both monitoring
and impact assessment.

Has taken length of the grant to
determine a viable methodology for
monitoring and impact assessment in
health.

Impact evaluation in incomes can
also be strengthened.

SO 2: Financial services and health education provided in a sustainable manner

Develop local staff
capacity to implement
VHB methodol ogy

Country project managers generally well
gualified and exercising good project leadership;
quality field staff placed in three countries;
supervision and oversight good (though varied
by component and by country.)

-Skills of somefield staff in the new
education methodology are not yet
consolidated.

-Some suggestion of over-intensive
staffing in some countries.

Achieve sustainability of
three country operations

Sustainability likely to be achieved in Guatemala
within the next 9-12 months and possibly to be
achieved in Malawi in the next 12-18 months.

Sustainability not achievable in Peru
for the foreseeabl e future.

Serve a significant
population

Accomplishment of original goal of 12,300
clients was achieved at 131%.

Proposal did not discuss implications
of drop-outs. Without dropouts,
project well exceeded the goal.
Taking into account dropouts means
that effective achievement of project
goal, currently active clients or those
1yr. or moreinthe project, isquitea
bit less than original goal.

Maintain high program
quality [in financial terms]

Achieved in Guatemaa.

Not achieved in Malawi under
difficult programming circumstances.
Far from being achieved in Peru.

SO 3: Improved income and health of impoverished women and children

Form financially viable,
democratic community
institutions

Currently active banks, 371, of an original target
of 285 represent 130% achievement of original
goal.

Improve economic
opportunitiesfor
women(loans disbursed)

Total loans disbursed, 16,136 compared to agoal
of 12,300, 130% of goal.

20% increased incomes of
participants

Approximately 24% increased incomes
accomplished for 2,251 participants, lessfor

-Proposal did not discuss drop-outs
and desertion.
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Objectives

Strengths

W eak nesses

another 4,046.

-Many clients have dropped out and
likely did not substantially improve
incomes compared to those who
have. Some of thisreflects micro-
finance industry trends; some of it
seems particular to VHB.

Increased exposure of

Accomplished quantitatively at 108% of goal.

women to health talks Qualitatively, health talks have taken a big turn
for the better in the last 18 months.
Improved health status of Substantial improvementsin health Asinimproved income, drop-outs

participating women

accomplished for 2,251 participants, less for
another 4,046.

and desertion likely mean that many
clients have not substantially
improved their health compared to
those who have.
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APPENDIX D
FINAL EVALUATION
MALAWI VILLAGE HEALTH BANK PROJECT

1.0 INTRODUCTION and BACKGROUND

1.1  Origins Of the Current Project

The People-to- People Health Foundation, Project HOPE, is a nonprofit, non-sectarian, a-politica
organization with amisson “Helping People Help Themsdves.” HOPE conducts assistance and
development programs throughout the world since the first HOPE ship in 1960. Mgor recent
programs have included Child Surviva in haf a dozen countries, emergency response, hedth
education and training for physicians and other health professonds, preventative hedth care, policy
work through the Center for Hedlth Affairs, Village Hedth Banks, and others.

Origins of the current Village Hedlth Bark (VHB) project liein a1992-1997 USAID Cooperative
Agreement to alow HOPE to establish the program in Honduras and Ecuador. For FY 1998-2003,
additiona funding was requested from DFID and from USAID. A Midterm evaluation was
conducted in this project in June 2000 and a program vist in August 2001; this document isthe

Fina evduation of that project.

1.2  Scope Of Work

The Scope of Work (Appendix A) tasked the consultant to conduct an evaluation of the Village
Hedlth Bank activitiesin Mdawi (and aso Guatemala and Peru.); assess HOPE Headquarters
progress with the grant; and devel op recommendations to strengthen continuing execution of the
VHB programs. Main topic were:

» Discussif the hypotheses under-pinning the program mode were sound.

= Discuss progress toward achievement of mgjor objective; mgjor successes, chalenges and
congraints, and unintended impeacts.

Identify changes made during implementation.

Discuss impact of the program on target populations.

Discuss whether adequate financid control systems exigt.

Discuss whether the M& E system supplies accurate, timely performance data.

Discuss program management including an adequate number of staff with relevant expertise
and supervisory systems.

» Discuss Lessons Learnt and Recommendations.

1.3  Timing of the Evaduation

The evauation took place from June 10 to 30, 2003 beginning with two days of orientation with the
Director-Income Generating in HOPE Center.

Field travel to Maawi took place from June 14 to 21. During the visit, one day of program
discussions took place with the Programme Manager, followed by three days of field travel to
VHBs. Seven bankswere vidted. A discusson was held with project field staff on June 20, as well
as an ongoing conversation with the Programme Manager. A presentation of preliminary findings
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was made to the Mdawi Country Director, the Programme Manager and the Technical Support
Manager on June 21.

Project write-up took place during the week of June 23-28. Submission of the find document to
Project HOPE took place on June 28.

1.4  Methodology and Evauator
The methodology was typicd of many evaudions

* review of documents,

* in-depth discussons with program management and program support technicians,

= fiddtrave, including direct observation of village hedlth talks and loan operations; and
» sami-dructured interviews with randomly selected VHB members.

Six of eight HOPE field staff were observed as they engaged in project promotion. Seven banks
were vidited for two hours each. Post-event conversations took place with eeven women at four
different banks. Discussions were held with eight Mulanje field and adminigtrative support staff a
the close of thefidld travel. Both program areas were visited, Mulanje and peri-urban Blantyre. A
vigt was requested to FINCA Mulanje to compare program experiences but could not take place
because of a FINCA scheduling conflict.

The evauation was carried out by Frank Sullivan, athirty-year experienced devel opment
practitioner with specidization in rurd agricultural development, rura sociology, primary hedth

care, and organizationa management and development. Mr. Sullivan worked in overseas capecities
for dmost twenty-five years, in hislater years as Country Director of operationsto $6.5 million
annualy. He was a0 the externd evaluator of the VHB Mid-Term in September 2001.

1.5  Structure of report

The document is structured in chapters. Chapter 1, Introduction, has now concluded. Chapter 2
outlines the design of the project and its conceptual underpinning. Chapter 3 summarizes various
Mid-term evauations. Chapter 4 presents Findings in Hedlth, Chapter 5, Findings in Microfinance.
Chapter 6 discusses project finances briefly. Chapter 7 presents Conclusions and Chapter 8,
Recommendations. A conscious effort was undertaken to make this a stand-aone a document
(perhaps resulting in occasiond repetition in Chapter 2 and 3), S0 that areading of this paper will
result in an overdl understanding of the context in which the project was written aswdl asits
current status and goa accomplishments.



20 PROJECT STRUCTURE, FRAMEWORK and STATUS
21  Project Structure

The overal Objective of the project isto alleviate poverty and its effects on women and children by
increasing incomes and improving health conditions and personal well-being. Thiswasto be
achieved through three Strategic Objectives:

SO 1. Strengthened capacity of Project HOPE-HQ to implement successful Village Hedth Bank
programs.

SO 2: Vdued financid services and hedth education provided in a sustainable manner.

SO 3: Improved income and hedlth levels for impoverished women and children.

Drawing on Project HOPE micro-finance experience in Latin America, the design cdled for the
establishment of a village hedth barking syssem in Maawi. The Mdawi experience was to be part
of awider effort in three other (Latin) countries with complementary, non-DFID funding.

2.2  Conceptual Framework

The HOPE model of Village Hedlth Banks provides credit and health education to women, building
on credit to solidarity groups. The program is frequently described as “ credit-plus” meaning thet
hedlth education is added to project interventions to enhance the impact of gainsin income. The
project is directed to the inter-relationship between low incomes and poor health influenced by poor
housing and hygiene, inadequate access to hedlth care, and limited educationa opportunities. It aso
builds on the well-documented fact that increases in women’ s incomes get spent on more family
hedlth and nutrition than increase in most men'sincomes. As a hedth-driven inditution, Project
HOPE is particularly interested in the project’ s health impacts.

23  Current Status
Updating a table from the Midterm evaluation, a current snagpshot of the project is asfollows.

Table1: Overall statusof Intermediate Results Accomplishments

Proposed Results | Current Status

SO 1. Strengthened capacity [at HQ]Jto implement Village Health Bank programs

Formation of an Income Generation Department in HOPE HQ Accomplished

Development of acommon, flexible VHB methodol ogy Accomplished

Implementation of VHB in 3 new countries and 1 expansion Accomplished

Greater sustainability through diversified funding sources On target

Increased sustainability of HQ technical services Accomplished

Development of independent national organizations Objective discontinued based on
Midterm recommendations

Establishment of a program performance monitoring system Accomplished

Establishment of a program impact assessment system Accomplished

SO 2: Financial services and health education provided in a sustainable manner

Develop local staff capacity to implement VHB methodol ogy Accomplished

Create local NGOs to continue program beyond LOP Objective discontinued based on
Midterm recommendations

Achieve sustainability of operations See discussion




Serve asignificant population Accomplished

Devel op access to resources to support long-term growth See discussion

Maintain high program quality [in financial terms] See discussion

SO 3: Improved income and health of impoverished women and children

Form financially viable, demaocratic community institutions Accomplished
Improve economic opportunities for women (loans disbursed) Accomplished
20% Increased incomes of participants Accomplished
Increased exposure of women to health talks Accomplished
Improved health status of participating women See discussion

The project has accomplished its objectives of strengthening HOPE HQ initsinditutiond capacity
to manage micro-finance programming; in improving VHB management sysems, and in improved

supervison of VHB activities. As part of the USAID grant but not the DFID one, these topics will
not be discussed further in this evaluation.

Regarding the formation of loca NGOs, the Midterm recommended abandonment of the target.
Sugtainability, serving a sgnificant population, resources for long term growth and high program
quality will be discussed below.

Regarding program impact on women'slives, an adequate number of loans have been disbursed.
[llugtrative data on net improvement in women's income suggest this program god is being
accomplished. The issue of how much has been improved in terms of women’s hedth will be
discussed at length in this document.



30 MIDTERM EVALUATIONS

Three Midterm evauations took place in this project. The firs—early on—was carried out by an
African microfinance consulting organization, Vulindlela, in June 2000. The second was a portfolio
review led by the current evauator in two Latin countriesin Aug.- Sept. 2001. Thethird wasa
replica of the Latin American Mid-term review conducted by a HOPE Ecuador staff member in
October 2001.

3.1 Midterm Evduation- Vulindda- June 2000

This assessment found that “mogt of the indicators are positive except portfolio quaity.” For some
indicators, it was too early to judge whether they would be achieved due to the fact that the program
had been operating only ayesr.

Sdient recommendations from that document which have been judged accomplished by this
evauator include:

= development of an expanson plan to take the program out of Mulanje to other high
economic growth didricts of Mdawi;

link bank promoters performance to portfolio quaity reports,

review [and make appropriate adjustments to] group size;

gaff trained in ratio andyss,

reduce the growth pace in VHB formation;

development of comprehensive saff training programs,

rasetheinitid savings deposit to 10% of the loan;

develop adirect link of loss of savings as a consequence of non-payment of loan;
meatch loan sze to business type and cash flow cycles;

tighten delinquency managemen;

development of a comprehensive lending policies and procedures manud.

Sdient recommendations which have not been fully accomplished are:

= dreamlining and Smplifying project documentation;
= deveopment of an incentive package including preferentia pricing for goods;
= development of operationa budgets managed at program site.

3.2  Midterm Evduation Village Hedth Banking Project- Sept. 2001

Refer to Table One, p. 3-4 for an overview of the current status of the project based on aformat
discussed in this midterm review. Additiond themes discussed in that document that will find echo
inthisoneare

= theimportance of heath outcomes and hedlth impact assessment as the raison d’ étre of the
VHB project given Project HOPE' s mission;

= therdative weakness of the hedth component compared to micro-credit;

= thinking through what could be legitimately aspired to in haf-hour dots once every two
weeks,;



» suggested change in methodology of hedlth education away from relying on village women
asteachers,

= drengthening good Adult Education pedagogy at the fied levdl;

= credtion of the post of Adult Education advisor at HOPE HQ.

3.3 Malawi Field Report, USAID Matching Grant Mid-Term Evauation [October] 2001
Summary observations from this assessment that will be touched on in are;

targeting more commercia aress,

correct some deficiencies found during the VHB mestings;

implementing new procedures to minimize arrears;

suggested change in methodology of health education;

need for training of saff on adult education and monitoring;

need for a new management information system to track the growing portfalio.



40 FINDINGSin HEALTH

Improving women's hedth isa principle god of the project. Discussion has been grouped in
ascending levels of anadlyss: client issues, program issues, and conceptual issues. A fourth section
describes scale-up of the moded to Thailand and Mozambique. A find section will discussthe
evaduator’s carefully weighed judgment regarding the project’s overal impact in hedth.

41 Client Issues

Four subjects will be discussed: community interest, constant movement of clients, negative macro-
societa trends, and the prevalence of astrong mae biasin Mdawi society.

Community interest

It isdear from fidd vigts there is high community interest in the project. This can be inferred from
severd points of view. First, attendance at bi-weekly community meetings in the seven VHBs
visited during the field travel was 76 of 107 not including excused absences, over three-quarters
attendance. Additiondly, the contrast between member salf-presentations—where serious faces,
subsarvience, and timidity reflect rurd women'straditiond carriage—and when hedlth talk began
was dramatic—wide smiles, energetic participation, forthright opinions, and Snging and dancing to
the sesson’s dogan becoming the norm.  This juxtaposition between the two behaviors was
ariking. Questions from the evauator to selected post-event interviewees reinforced this
perception: VHB members are enjoying the meetings a great dedl.

Another characterigtic of village banksis that aforum has been created whereby women can discuss
issues and exchanges experiences thet has likely never existed before. Thiswas seento betrueina
non-controversa module on water and sanitation, and aso in the more chalenging and difficult
sessons on HIV/AIDS and sexua mores. In the project, women are talking to one another as they
have never done before, and sharing experiences on topics that are seldom discussed in public in the
Maawi society.

Condant dient movement

One characterigtic of the VHBs that dmost every bank suffers from is a constant departure of old
clientsand influx of new ones. Datato be presented in the micro-finance chapter show that
virtuadly hdf of the current dientsin Mulanje are new to the project. Smilar trends are beginning

to appear in Blantyre at an earlier sage of the project. During the Mid-term evauation, the HQ
Program Director commented that this drop-out rate is not unusud in the micro-finance sector.
Observed during the travel were the departure of the first few women at the end of thefirst or
second |oan cycle, the departure of one or two more in many subsequent loan cycles, the entering of
new members from the second cycle on, and (even) the entry of new members up to the eighth
cycle.

Implications for Adult Education are serious since even if the project were delivering the most
vibrant and impact-filled Adult Education in hedth (AE-h) topicsin the world, new entrants
wouldn't have heard them. Also, with an attrition rate of up to 50% by the end of the fourth cycle,
haf the members who received one or ancther hedlth module will no longer be part of the group.
Aswill be seen, this has had important ramifications in accomplishment of hedlth gods.
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Negative macro-societa trends

One ‘macro-" trend the project has had to ded with is high illiteracy, approximately 42% in 1998,
worsein therura areas. Thisfact has required the project to adjust some of its credit tracking and
loan monitoring paper flow, but it dso has an impact on women's ability to absorb hedth messages.
For ingtance, al health messages must be short and terse: the project is unable to leave behind
pamphlets or other descriptive information. Messages must dso be easily remembered: the essence
must be digtilled and communicated to be remembered. Slogans become the ‘ shorthand’ of each
hedth modue. Whileilliteracy needs to be factored into many heslth programs, Maawi’s high
illiteracy rate has been an obstacle that may have dowed project achievement.

Another macro-trend—familiar to experts on African development but a shock to aLatin American
expert—is the decimation that HIV/AIDS iswresking on the Maawi society. Current HIV/AIDS
prevaenceis one of the highest in the world: in women attending antenata clinic, from 10% (rurd)
to 30% (urban); 14% in the 15-49 age cohort; four to six times the infection rate in younger females
than males® These figures are astronomicdl. It seemsthereis not afamily in the country which has
not logt ardative to the pandemic; many of the victims come from the young, productive cohort.
Even in the short space of this evauation, the effects of AIDS was felt:

»  The HOPE Mulanje demographer was attending a family funerd the day the evauator
arrived,

= one community hedth sesson scheduled for an evauation visit was cancelled because the
community was attending afunerd,

= one VHB tha went ahead with its fortnightly meeting came to the session having buried one
of itsvillagers earlier in the morning.

This, in the space of four days. Trying to visudize theimpact of the relentless persona and
economic loss to the country is very difficult. Thankfully only afew VHB members have died
during these years. But as described in Maawi Poverty Reduction Strategy Paper, “the spread of
HIV/AIDS is threatening to undermine al atempts to reducing poverty in Maawi, both directly
through the prevalence of HIV/AIDS and indirectly through the resulting shortages of killed
human resources” The economic drag of HIV/AIDS on the VHB project cannot be gainsaid.

A third macro- trend isthe low and deteriorating level of socio-economic conditions. According to
Maawi Poverty Reduction Strategy Paper:

= 65%, 6.3 million people, are poor, consuming on average only two-thirds of the
recommended dietary alowances, 28% of the populaionisin dire poverty.

*  67% of the rurd population live in poverty.

» Lifeexpectancy has deteriorated from 43 yearsin 1996 to 37 yearsin 2000, an darming

deterioration from a not-high base.

Infant and child mortdity are 104 and 189 per 1000 live births, quite high.

Maternd mortdity is 1120/100,000, darmingly high.

Almogt haf (49%) of children under 3 were stunted (low height for age.)

Inflation has averaged 30% per year from 1994 to 2000.

2 Malawi Poverty Reduction Strategy Paper, October 2001, p. 109.
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= Per capita GDP shrunk by 0.4% in 2000 and by 3.5% in 2001.
» GNPis$660 per capita (World Factbook 2001).

Thelist could be extended. Summarizing: the 1998 UN Human Development Index rates Maawi
165" of 174 countries, one of the fifteen poorest countriesin the world.

Strong mae biasin Maawi society.

The last macro trend to be noted is the prevaence of culturd traditions that are subgtantialy
detrimental to women's hedlth and empowerment. Thefirgt is well-documented mae sexud
promiscuity. While the evaluator wasin country, the UNFPA representative was quoted in the
paper saying that hetero-sexud contact was the biggest single tranamitter of AIDS in Maawi.
Severd hedth talks discussed factors that contribute to male sexud promiscuity—most of the
women's comments subtly blaming themsdves “the wifeisn't sufficiently atractive, sheisn't a
good cook, she doesn’'t keep a neat house, too many noisy kids....” Marital rape and seeking out
prostitutes are expected and frequent outcomes of excessive acohol consumption. Moreover, a
number of strong tribal customs exist that contribute to the spread of AIDS:

= chokolo— whereby the brother-in-law inherits his brother’ s widow as wife whether sheis
willing or nat;

» kusansa fumbi— initiation of the femae adolescent into the tribe is ratified by her having
forced sex with one or more men;

» biriya— whereby the teenage girl isforced to have her first sexud relations with her
brother-in-law or the old man in the village;

» fis— whereby the neighbor is asked to impregnate the wife because the husband is Serile;

= chimwanamaye— wife swapping with agood friend;

= banyira— polygamous marriage to the younger Sster of the current wife.

Enumeration of these culturd mores does not represent a value judgment, but description by VHB
members of societal factors which contribute to the spread of AIDS. Naturdly, they have a
Subgtantia negative effect on women's sdlf-esteem also.

The project has dedlt cregtively with the societd pattern of the husband as ‘head of the family’ who
has veto power and control of the family budget by requiring the husband ‘ endorse’ the VHB loan
sgnifying his acceptance of the pledged collatera items and that the loan will be managed by his
wife (though exceptions were observed during the evaluation week.) Neverthdess, the
pervasiveness of anumber of anti-women cultural patterns has had a sgnificant dowing effect on
the project—perhaps one not recognized when the project goa's were being written based on Latin
American experience.

4.2 Program Issues

Program issuesto be discussed are: direct delivery of hedth education messages, revised
curriculum, staff quaifications, staff supervison, attempts to document impactsin hedth, and a
close-out decision that may need to be re-visited.

Direct hedth education ddivery




One of the recommendations of the Mid-term evauation was that the VHB project should move
away from the idea that village women could be trained to the point of delivering high quality

hedth taks Bardy literate, overworked village women were judged largely incapable of ddivering
high quality messages the project needed; the proverbid Training-of-(village)- Trainers was not
working. Instead, it was recommended that HOPE convert bank promoters into health
extensonids, ‘direct hedth education ddivery’ by HOPE. To the evauator’s pleasure, this
recommendation has been fully implemented. HOPE Mdawi changed the title and job description
of the bank promoters from village banking promoters to Community Development Promoters
(CDP) about eighteen months ago. Training modules were developed to guide these non-hedth
saff how to cover key messagesin any given subject. Also, atraining calendar was carried out for
the staff in the new skills. From April 2002, HOPE field staff, not village women, have been
carrying out the hedth talks. Thisisasubgtantia step in the right direction.

Revised modules

As part of this switch to direct ddivery, the evauator was pleased to note a Sgnificant reglignment
in the hedlth curriculum has recently taken place. Discussons were held with the expatriate
(African) Mdawi Technica Support Manager, a hedth professiona and an adult educator, who
indicated that on her arrival the then+curriculum was under serious scrutiny as to effectiveness and
impact. Her and the HOPE Maawi team’s judgment was that the modules were overly didactic,
overly technicad, and many more than could be completed in haf-hour dots over atwo year period.
Under her guidance over months of design, pre-testing, etc., the modules have been reduced to six
(with multiple themes per modue) sufficient to be covered in 28 sessions, four loan cycles, thair
content has been ‘ scaed down’ technically; indicators of success have been couched in behaviora
terms; and their methodology has been made far more Freirean. The evauator enthusiagticaly
endorses these changes.

Unfortunately, cdled to fulfill numerous other functions including proposal development, close-out
of other projects, etc., the Technica Support Manager has only just now completed the first draft of
these modules, CDP training in the modules has yet to take place. Summarizing higtoricdly, then,
adult hedth education in the project has roughly gone through the following stages:

* Year Oneand Year Two: dart of financid operations; no hedth education in first loan
cycle

* Year Three change of focusto direct delivery, development of a didactic curriculum; aso
subgtantia staff turnover and learning curve for new staff; determination the didactic
curriculum was not adequate; beginning of training for saff in community adult education.

*  Year Four: determination the didactic curriculum was not adequate.

* Year Fve devedopment of amuch improved curriculum;

= (Asof June‘03 asthisevaduation wastaking placer) experimentation with first few
modules.

Thus Adult Education (AE) in hedth has been problematic for much of the life of the grant.

Staff qudifications

Regarding Staff attitudes, seven of the eight CDPs were observed in action during the evaluation
week. All sx demongtrated considerable personad warmth, enthusiasm for the jobs, energy in their
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presentations, good rapport with the women, and the necessary ‘presence’ to carry out vibrant, fun-
filled community promation. All are ex-teachers and obvioudy comfortable in front of a group.
Reeasing anumber of staff with different skills two years ago, HOPE Mdawi has found exactly the
right kind of CDP.

Unfortunately, adult education skills of these s&ff are il developing. AE and non formal learning
(asdiscussed in the Mid-term) require a different mind set and different tools than formal, didactic
‘schoolroom’ education. In part because these field workers are ex-teachers, in part because the
previous hedth education caled for the “transmisson” of alot of content, in part for other reasons,
—despite the best of intentions— CDPs are not yet fully versed in AE. Things like segting the
women in rows of school benches, the facilitator tanding and talking instead of Sitting at the
women's level, reading from the module guide, and others classroom techniques show gaff are il
learning the new philosophy and methodology. More complex concepts like cregting a* space’ for
women to interject when they want to—and drawing on such interjections as knowledge—are yet
unknown. Given CDPS positive attitude, there islittle doubt they will improve, probably rather
quickly, but thereis aways to go at this point.

Suparvison of gaff

CDP 4aff have not been well supervised in thistrangtion. The previous VHP Hedth
Coordinator—the individua primerily responsble for the didactic curriculum—resigned for

persona reasons in November 2002 (perhaps not coincidentaly, severa months after the arriva of
the expatriate Technica Support Manager.) A review of her travel from April to June 2002
indicates she supervised 25 CDP talks, a more-or-less acceptable level of supervison. In the period
July-Sept., that figure dropped to twelve; though data are not available, one speculates her travel in
the month prior to her resgnation was likely zero. The in-coming Technical Support Manager has
only been able to make four CDP vistsin 11 months. Thusto al intents and purposes CDPs have
been without technical support and supervison in hedth for over ayear. Said one gaff: “just as
CDPs need supervison in finances, so too they need it in hedth.” HOPE Mdawi made a
presentation to HOPE HQ to replace the hedlth educator immediately on her departure, but the idea
was put on hold, thinking the Technical Support Manager could fill that responsbility. This has not

happened.

The number of hedth talks is reported each month, and a matrix showing talks per bank is prepared
quarterly and annualy. The numbers are acceptable, 1408 reported in FY 02 and 1496 reported to
datein FY Q3. Thisreport is not designed to measure quality of the talks.

Unfilled is an Adult Educator position & HOPE Center recommended by the Mid-term evauation.
The evaduator recognizes this recommendation was one of the more ambitious of the Mid-term.
Hiring a Head- Office technical expert requires an executive decision, and cost implications are
substantid; thusit is not completdly surprisng HOPE HQ didn’t accede to the recommendation.
Neverthdess, as predicted, the effect has been that field efforts to improve Adult Education are not
meaningfully backstopped or supported. Field staff comments also identified this weskness.

Documenting improved hedth

For three years, the project has struggled to track and document improved hedth. Basdline heath
data were collected a year after the project started in August 2000 (N=269). Another effort was
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undertakenin FY01 (N=256.) InFY 02, athird effort was carried out (N=282). In all casesa
detailed survey report was prepared. Alas, because of the high drop-out rates discussed earlier,

FY 01 and FY 02 data were substantidly ‘ co-mingled’ with recently entering women. FY 02 data,
for instance, show only 17% of the sample were women who had been in the program four or more
cycles.

In order to show some movement, in the FY 02 Annua Report, FY 01 data on seven indicators (of 32
on which data were collected) were compared to the Basdine and then reported as “average
improvement of 35% across avariety of indicators.” When an exercise was conducted during this
SOW using dl 32 variable, the average difference between Basdine and 2001 data was only 5%.
When FY 02 results on the seven indices were compared to Basdline, the average improvement was
15%. The problem with these figures, of course, isthat the ‘ co-mingling’ of new entrants with old
makes dl the figures suspect.

Aware of these difficulties, the HQ Program Director tried to tighten the relevance of FY 02 data by
comparing some 1% cycle and 4™ cycle dlients (N=75 and N=89 respectively). At his suggestion, a
second round of analysis was conducted on 16 FY02 indictors where 1% and 4™ cycle data were
available. After ddeting two indicators which areindividua responses, ten indicators show
improvement, four show deterioration: overdl change: 13%. At thiswriting a hedth survey is

being conducted in Blantyre (N=200) comparing 1% and 3" cycle VHB women. Sill the
fundamenta problem remains. different women being compared.

Taking such figures into account and analyzing the data thisway and that, one can speculate that
change in health behavior may be in the 5% to 15% range—though it must be recognized a serious
socid scientist would regject such afigure out of hand. Wheat is clear from the documents is that
project daff invested much time and effort in collecting the information. A recommendation will be
offered in this regard.

Quditaive gans “A+" Banks

Beyond quantitative gains in hedth surmised in the previous paragraph, qualitative gans merit
discussion using the village of Lunguni as an example.

Based on the fact that its fortnightly meeting was one of the days the evaluator was in the fidd, the
community of Lunguni was vigted. Thisisagroup of 14 women (see photo, Appendix E) who live
in an isolated part of Mulanje. They have been together for eight loan cycles with no drop-outs
sncethe 1% cycle three years ago (!); repayments are steadly; the group is cohesive; and the hedlth
education session on water and sanitation showed they have learned a great deal on the topic and,
indeed, were able to offer additionad comments beyond those in the hedth talk. One member has
become sufficiently successful she has taken aloan for MK 25,000, one of the biggest in the
Mulanje portfolio; another banana-and-maize sdler has accumulated MK 7,500 in savings. Thisis
aterrific group—in fact, in the evauator’ s judgment everything the project could possibly aspire to.

In a gaff meeting the following day, the evduator asked CDPs to identify by name groups like
Lunguni, dubbed “A+.” Thirty-two groups were named, with a membership of 553, representing
36% of the Mulanje portfolio. Staff clarified that some of these groups were excdlent in loan
repayment, some excellent in hedlth, and some like Lunguni excellent in both.  Assuming taff
assessments can be relied on in this* sngpshot’ judgment—and there was generd consensusin the
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room when each community was named—it is likely the project has had a profound effect on at
least athird of its dients, those who tick with it through four or more loan cycles.

Additionaly, though not discussed with staff, the evaluator speculates that another third of the
Mulanje clientedle may be ‘ pretty good', a one-third/one-third/one-third divison being arecurring
pattern in thiswriter’s experience. This would make the portfolio of ‘ very-good-to- pretty-good’
clients about a thousand people or so.

Those thisis an admittedly subjective judgment, it gppearsto this evduator the VHB has had abig
impact on the lives of some of its clients, though very red and papable, such benefits are difficult
to quantify.

Closure of Mulanje office

During the course of the field travel, the evauator became aware that program operationsin
Mulanje are schedule to close from October 1, a development he views with some concern. While
the decison was based on financid criteria and discusson on it could logically be postponed to the
next chapter, such a decison has many hedth implications and will be discussed here.,

Theissue of financid sugtainability has been amgor program god since the write-up of the project.
A review of FY00 and’ 01 Annua Reports shows the project was ill far from this goa by Sept.
'01. At that point the programme team began re-aigning project activities to begin working in an
areawith more economic potentia—the periphery of Blantyre where HOPE hasiits country office.
Firgt promotiond activities in Blantyre began in FY 02 and the results were drameatic; by the end of
the year, 41 new banks had been formed: one-third the number of Mulanje banks had been created
in 9x monthsin Blantyre compared to four yearsin Mulanje. It isunclear whether thisdecison

was formally shared with the donor before it was taken, but even if not, the evauator supportsthe
decison. Mulanje results over time demondrate that a sdif- sustaining operation in thet rurd,
underdeveloped areais a challenge.

In FY 03, another look was taken at the Mulanje portfolio, and evidently even the rapid movement
toward financid sugtainability in Blantyre gppeared not enough to achieve full sugtaingbility if
Mulanje continued to require subsidy. A decison wastaken in March, '03 that dl on-going loan
activitiesin Mulanje would cease. It bears repesting that the project works on a“quick turnaround’:
as soon as one loan cyceisfully paid, the next one begins. Thus the announcement of a cessation
of follow-on loans was greeted with shock by Mulanje staff and by some VHB members. After
consultation with HOPE HQ, the decision was re-thought, and the current deedline for closure was
extended to October, 2003. The only non+hedth activity taking place in Mulanje a thiswriting is
recuperaion of exiging loans.

This decision contradicted the comments in the FY 02 Annual Report that declared: “Nor do we
want to withdraw from Mulanje because of the true value in operating there.”

When the issue was brought up in the evaluator’ s debriefing session, the Country Director
expressed anguish a having been forced to take this decison. She and the Programme Manager
attributed it exclusvely to financid consderations: they believe dl other aternatives have been
explored and that the struggle to reach financid sustainability requires they take this drastic action.
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The evduator is not fully convinced. Firdt, evidence was not presented to demonstrate that cost
savings and a reduced ‘indtitutiona footprint’ have been thoroughly explored in taking this
decison. Second, if the assessment of the previous section is accurate to within 10%, it ishard to
believe that ways cannot be found to make continued presence and program activity financialy
viablefor over athousand high quadlity dlients like the women of Lunguni. Project management
contends that with limited funds, there is an inevitable trade- off between Mulanje and Blantyre; the
evauator would like to see the issue explored further. A recommendation will be offered in this
regard.

4.3  Conceptua Issues

Before concluding this section on hedlth, it seems appropriate to offer two brief reflections on the
VHB program mode. Succinctly, throughout the developing world, millions of women are unable
to receive services from their over-worked and under-funded Minidtries of Hedlth. When these
peoplefal sck, thereis nowhere to go that does not require sometimes hours (or haf-days) of
travel. Moreover, preventative public hedth activities are al but unheard of. What the VHB modd
offersisaway to fund well-trained primary health promoters outside of, and complementary to, the
Minitries of Hedlth to promote women's  demand-driven’ search for better health services. When
financid sugtainahility is achieved, the modd offers an effective way for women who would
otherwise not receive hedlth education to learn how to improve ther lives. At the sametime, it
offers margindized rurd and peri-urban women an opportunity to improve their household incomes
(and the hedith of their children), aswell asto grow in sdf-esteem. This evauator finds the mode
compdling. Inaplacelike Mdawi where infant mortality is till over 100 per thousand, and
maternal mortdity is one of the worst in the world, the mode should be made to work: it isaway
tens of thousands of such women can be served.

And though there is debate on this topic, the evaduator views favorably the strategy of Project
HOPE to create a country platform in places like Maawi independent of grant funding. Growthin
professondism in career nationd staff and long-term organizationd development are very hard to
achieve when a country operation is surviving from one short-term grant to another. The evauator
supports the implicit * program philosophy’ that a successful VHB project could create a program
base on which to build.

44  Expanson/ Replicability

Exemplifying the penultimate paragraph, approximatdy two years HOPE HQ began to look at the
possibilities of replicating the VHB in other program settings. The result of those investigetions,
donor search, proposa preparation, securing funding, is that HOPE has now established a Village
Hedth Banking project in Thalland, and an HIV/AIDS micro-lending program in Mozambique. In
both cases HOPE Maawi has proved the training ground for the scale-up. Four Madawi staff visted
Thailand for two weeksin FY 03 to advise Tha staff on project implementation—both from the
management perspective as wel as providing on-the-ground advice on health education and micro-
finance mechanisms. Two HOPE Mozambique personnd crossed into Mulanje to look at its VHB
operation as amode how to establish micro-finance ledgers, etc.; more visits are planned. Project
HOPE has used experience in Madawi as atraining ground and springboard to replicate the
project—as one would hope with an innovative program.

45  Ovedl Qudity and Effectiveness
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We now come to an overal assessment-cum-reflection on dl that has been discussed in adult health
education.

In generd terms, the project isworking in a quite difficult environment. Some of the difficulties are
smilar to those found in other developing countries. low economic activity, high unemployment,
poor hedlth status, high illiteracy. Other macro trends are specific to Maawi but are aso substantial
obstacles extremely high levels of HIV infection that are drasticaly dowing the pace of
development, sexua and cultural mores that margindize Mdawi women to a subgtantial degree,
and others. One suspects the combination of these macro- and societal currents has impacted
negatively on project accomplishments far more than conceived of when the proposa was
formulated.

Regarding program issues, HOPE accepted the recommendation of the Mid-term evauation and has
changed its education methodology from village trainers to ‘direct ddlivery’ by project saff, a quite
pogitive step. Modules have been redesigned to emphasize adult education (Freire) principlesto
good effect. The VHB project has aso found field staff with the right disposition to carry out direct
delivery. Unfortunately, the new methodology has come late in the project so that long-term impact
of this change will not be greet; dso, CDPs are not yet up to speed in the skills required by this new
focus, and have not been much supervised over the last 12 months in absorbing these changes.

The congtant in-flow and outgo of VHB participants has proven a sgnificant obstacle to project
god accomplishment—perhaps as detrimenta as the hostile macro-societal trends. The project
recognized this trend early but struggled without notable successto adjust to it. Asaresult, tracking
and measuring improved hedlth have proven difficult.

The overall effectiveness of health education talks seems debatable. The project decision, agood
one, to abandon the previous curriculum in Y ear Four suggests that design was proving
unsatisfactory. Two senior project staff thought the (current) overal qudity of the talks was “4-to-6
out of ten,” an assessment with which the evaluator concurs. Of Sx talks visited, one was of high
quadlity (in fact it was ajoy to observe); but the other five—while showing lesson preparation and
innovative techniques—demonstrated room to improve: in adapting further to the new

methodology and the newness of the modules, and incorporating other adult-education principles.

While the number of talks is quite acceptable, how much they have changed people slivesisan
areaof ambiguity. Extrgpolating from the Lunguni experience, it is possble, indeed likely, the
project has had subgtantid impact on the lives of approximatdy five hundred and fifty people—
clients who have benefited from the project exactly as was conceptualized. Somewhat lesser impact
may be surmised in the lives of another smilar number. There has not been sufficient time to show
improvement in Blantyre participants. Beyond these factors, because of the number of hostile
externa factors and because of a number of internd factors related to HOPE Maawi’s ‘learning
curve,’ it seems difficult to assume subgtantid improvements in hedth for the mgority of

participants in the Maawi VHB program.
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S. FINDINGSin MICROFINANCE

The Mid-term evauated the credit sde of this project as one of the most well-supervised and well-
documented program components in this writer’ s experience (Appendix E illustrates the idea.) That
judgment has not changed. One role of the evauation then isto update FY 03 figures for sdlected
indicators, sometimes visualy. The discusson begins with arestatement of the reasoning behind
the Blantyre initiative discussed earlier. Improved incomes will also be assessed, aswell as
comments offered on arrears, operationa sustainability and summary concluding comments.

51  Expandoninto Blantyre

To make more rapid progress in achieving financid sustainability, in FY 02 the project scaled back
effortsin Mulanje and started a second program areain the peri-urban areas of Blantyre. At this
writing, the number of Blantyre banksis equd to that of Mulanje, in one hdf the amount of time.
Because of the economic potential of peri-urban Blantyre, these clients absorptive capacity is
higher: average loansin Blantyre are 18% larger than those in Mulanje, MK 28,834 compared to
24,454 for the period Feb.-May 2003. The net result of these two factors means as of May 15, '03
the Blantyre portfolio is MK 15.27 million compared to MK. 4.81 million in Mulanje, three times
bigger. The evauator judges this was an important and justified program decision. Building on the
(comparative) economic dynamism of Blantyre, it should be possible to achieve project financid
sugtainability more quickly—and, one hopes, generate amargin that would dlow HOPE Mdawi to
subsidize the less efficient Mulanje operation. Extrapolating from current trends, the Programme
Manager speculates full financia sustainability could be accomplished by theend of FY04. Itis
reported thisisthe target of the Program Manager aso.

52  Membershipin Mdawi Micro-finance Network

HOPE Mdawi has joined a network of international and nationa NGOs working in micro-finance,
sarving as Secretary of the network. This provides a good opportunity for VHB staff to stay aware
of other micro-finance programs in the country, to share experiences, and to learn of macro-
initiatives that may impact on project operations.

53  Growthin Number of Banks

The number of Mulanje banks grew steedily from Year Oneto Year Four, whilein Year Four the
number of Blantyre banksincreased quickly. In late 2003, a‘winnowing' of Mulanje banks that
were no longer functioning was carried out. The net totd at time of the evaluation is 197 tota
banks. The project goa was 120, representing 195% of target.

54  Growth of Membership

The number of VHB members grew dowly from Year Oneto Year Four in Mulanjeand took a
sudden jump with the Blantyre expansion. Tota membership as of May 15, 2003 is 4,171
compared to atarget of 3,240, 130% of target.

55 Cumulative Loan Didribution
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Cumulaive loan disbursements grew steadily through the life of the grant—if more dowly than
project designers had planned. These figures have been reported on in the Annual Reports, but
since the reporting has been in hard currency and the vaue of the Kwacha has falen by over 100%
during the period, the growth of the portfolio has been obscured. The chart shows the growth of
portfolio disbursements in Kwacha at the time of the evauation. Thetota isamost MK 150
million, at current exchange rates, £1,000,000.

Growth in Portfolio
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The next chart reflects the current value of the portfolio in hard currency at MK87: $1.00 (22/6/03).
Tota valueis $172,300 compared to atarget of $1.6 million. Notetheloss of portfolio vauein
FY 02 due to devauation.
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56  Totd Member Savings

VHB members are required to save 10% of thar intended initid |oan and to deposit 16% of the
vaue of the loan as they make loan repayments. Thisis an gppropriate strategy. Profit marginson
most of these micro-businesses are razor-thin: imagine sdling used dothes or bananas dong a
roadside where thirty or forty others are doing the same thing to get the picture. The policy of
enforced savings promotes thet a the end of the loan cycdle, the woman will have something left for
her effort. Infact, in some casesthis savings can be substantia. The evauator was surprised to
interview one women sdected a random who had saved over MK 7,500. Thisis an enormous
accomplishment a her level of economic activity. Withdrawas from savings are permitted when a
member is leaving the VHB, in case of family emergency, or to pay off abaance due on the loan.
The chart shows the growth of savings up to the time of the evauation in hard currency.
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Tota dollar amount is $70,654 compared to atarget of $240,793, 29% of target.

57  MulanjeBank Closngs

As part of acogt reduction exercise that followed the opening of the Blantyre office, the project
cleaned up its active portfolio in Mulanje. Thisresulted in the officid closng of 41 banks of atota
of 124, one-third. In most cases, this seems to be an appropriate decision; the revised portfoliois
now ‘cleaner.” For unexplained reasons, CDPs report two “A+” banks were also closed.

58 Dormant Banks

When abank does not pay 100% of itsloan within 120 days, it enters a Satus caled “dormant” by
the project. This meansthe VHB no longer receives hedlth education talks, and that further contacts
between HOPE and VHB are suspended until the loan baanceispaid. Thisisaform of pressureto
encourage the banks to continue repaying. At the time of the evauation, the number of dormant
banks was 12 of 76 in Mulanje and 43 of 81 in Blantyre, 30% in totdl.

59  Member Drop-out

Theissue of member drop-out has been mentioned earlier. Among the factors discussed in various
Annua Reportsare: an over-ambitious initia loan amount, failure of the business resulting in nor
repayment, husband borrowing the money and losing it, hushand' s jealousy of the wife' s success,
transfer of the hushand to awage-earning job, divorce, poor hedlth, and others. In tota the number
of dropouts to date is the difference less one between tota active clients 2,935 (6/30/03) vs. total
loan clients during the life of project, 6,720, 56%. A recommendation will be offered.

510 Improved Business Training

One recent innovation isthat the project has hired on an eight-month consulting contract a
management expert to conduct business training for VHBs in the native language. Until now, as
long as the VHB group proposed the loan and it did not seem overly ambitious, the project has not
much focused on the business andysis behind the loan gpplication. The thinking in hiring this
pecidig isthat with amodicum of business training in the netive language, women may be able to
perceive more profitable opportunities in their environments. For instance, one interviewee
narrated that during most of the year, she sdlls bananas, when the Maawi * hungry season’ comes,
November to February, she moves into maize because people don't have enough money for
bananas, and maize becomes the staple in those months. Thisisakind of rudimentary busness
forecagting that could eventudly help women chose more profitable endeavors.
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511 Quantifidble Improvementsin Income

At the project level, VHB has established an effective tracking system to measure improvementsin
income by collecting economic and household data on each entrant to the VHB during the 1% cydle.
For those who are il active a the close of the 3 loan cycle, the survey is repested on asample
bas's, and the changes are measured. The following table represents those resultsin Mdawi as
reported in the Year Three and Y ear Four Annua Reports, with improvement in household
expenditures being taken as a proxy for increased income.

Table2: Quantitative mprovementsin Household income

Criterion Year 3 Year 4
(N=10)
Improvements in household expenditure 120% Not reported
Increase in households reporting better incomes 93% Not reported
Decrease in househol ds reporting worse incomes 60% Not reported

The system collects data in a methodol ogicaly sound manner. However, the smdlness of the

Maawi samplein Year 3—10 people of atota of 438 who reportedly completed four cycles during
FY 01— make the data unreliable, as does the fact that comparable information was not collected in
Year 4. Datain these two reports that compare women entering the project with those ill in
suggest gains of perhaps 20%, however one cannot infer with complete confidence such

quantifiable improvements in income.

5.12 Non-quantifiable Impact

Discussions with interviewees suggested numerous non-quantifiable impacts. Women's ability to
represent themselves has clearly improved. Also, project documents speak of women being able to
recalve atention in commercid banksfor the first time ever. Staff report that women are beginning
to perceive economic consequences to poor health, though this was not commented on during the
fidd travd. Severd intervieweesindicated they had made enough money to have built a house;
others indicated they had purchased a bicycle—in rurd Maawi amgor assat purchase; others
report paying school feeswith their profits. When the evaluator probed what effect the *hungry
season’ had on one member’ s family, the woman responded that while many around her went
hungry, she and her family were rdatively untouched. She used her accumulated resources to feed
her family at that time of year. Indl of the discussons during the entire week, the subject of
flooding, hunger and famine never arose—perhaps the Sherlock Holmes *dog that never barked' ? If
during “the most difficult January/March [2002] hungry season in adecade’ VVHB members and
project staff do not report themselves overly affected, surdly thisis an important non-quantifiable
impact and a proxy of success.

5.13 Arrears 30 Days Past Due

Project documentation and micro-finance literature suggest one important way to measure the
soundness of aloan portfolio isto track arrears more than 30 days past due. The proposed god was
“>30 daysin arrears under 5%"; dtatus at time of evaluation is 13%. Normally such high arrears

3 USAID/Malawi Annual Report 2002, p. 1
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would be cause for concern. Taking into account that accumulated savings can be used to offset un-
repaid loans, aMadawi pattern of dow repayment even after many months; the occasiond seizure of
collateral; and under one-haf of one percent of written-off loans until now, the Programme

Manager suggests the loans he considers serioudly at risk are those 76-90 days and >90 day's past
due. If thisistrue, the (red) a-risk portfolio (May 30 data) would be 7.9%. Digging into banking
intricacies, what aso happens sometimesiis that a deposit does not get credited to a VHB account
properly, either because the treasure didn’t fill out the deposit dip accurately or due to bank error.
Sometimes the money Sitsin a*“unalocated” account for up to ninety days while the bank, the
VHB, the CDP, and the project catch up with the paperwork. May 30 ‘03 data show MK 114,600 in
this‘unalocated’ category, representing another 1% reduction in arrears. In such acase, the
serioudy at-risk percentage would be 6.9% instead of 13%. Still higher than the god but
substantidly less worrisome than 13%. The question is whether the perception of the Programme
Manager in this regard will be confirmed over time.

5.14 Operationa Sugtainability

Operationa sustainability, al costs covered by project income, is one of the ‘gold standards' of
micro-financing projects, and as noted throughout the narrative it has been amgor concern of the
Maawi VHB project from the beginning. Dataindicate that operational sustainability has hovered
around 30% for much of the grant (30% FY 99, 45% FY 00, 29% FY 01, 27% FY02.) Current
operationd sustainability at time of the evauation is 58%. Reasonsfor the subgtantia jumpin
operationd sugtainability during the last eight months are the ‘ coming-on-ling’ of the Blantyre
portfolio, operationd efficiencies being achieved in the Mulanje portfolio, and cost-reductions. Of
course, 58% is substantialy less than the 100% goa proposed in the project design.

515 Ovedl Assesament

The tota number of people affected by the program is approximately 47,000, seven- member
familiesfor 6,720 cumulative membership.

Improvements in income have been suggested, perhaps in the 20%- 35% range for women who
remain in the project to the 4™ cycle and beyond. In Maawi thisis apparently about 750 people;
lesser impact may be assumed for those who completed four cycles but have |eft the project, 1,588.
For VHB membersin Blantyre who are recently completing the 3 cycle, the impact will be less.
Benefiting two thousand needy Madawi women is an important accomplishmen.

Sustainability is still somewhere in the future with current operations sustainability 58%. Inthe
space of this grant, it has not yet been achieved or indeed approximated.

One has to enquire, however, whether achieving operationa sustainability of a art-from-scratch
operation is feasble within five years. In ardatively stable and moderately underdevel oped

country, perhaps the answer to this question is“yes.” The evaduator leaves that judgment to micro-
credit experts assessing an exclusively micro-credit program. Other factors may need to be weighed
in answering such a question in the case of HOPE Mdawi.

= Given aprogram god that was established based on a development experiencein aless
prgjudicia context;
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= given Mdawi’ s position on the development ladder as the fifteenth poorest country in the
world;

= given HIV/AIDS decimation that is daily affecting the population and the project;

= given aprogram modd that hopes to improve exceedingly poor hedlth indices a the same
time as it improves women's higtoricaly low earning power and culturdly low satus,

= given dl these factors, the answer seems much lessclear.

Beyond the question whether operationa sustainability was an gppropriate god, the evaluation
attests to a number of non-quantitative, anecdotal data to suggest sgnificantly improved incomes.
In addition to verifiable income gains and the existence of “A+" groups described earlier, in one
VHB medting the president gave testimony with evident feding to her members having been able
to build houses, purchase bicycles, pay schoal fees, and improve their children’slives. Reduced
food insecurity was commented on by severd members. In addition, the project has placed a
number of individua loansto highly credit-worthy clients—sometimes from $500 to $700. One
member in an isolated rurd village talked about her being able to repay aloan of nearly $300;
another attested to the fact that she had accumulated dmost $100 in savings. These are important
gans.

As reported by the Project Director at HOPE HQ, Project HOPE is committed to providing $50,000
to Maawi for the VHB in FY 04 plus technica ass stance and non-charged overhead support. This
will give the project at least one more year to become sdf-aufficient. HOPE HQ bedlievesthisisa
program that should be given another year to achieveitsgod. In the end, that, too, isthe

assessment of the evaluator.
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6. OVERVIEW OF FINANCIAL MANAGEMENT

To foster this document’ s stand-alone potentid, the following summary financid information is
provided. Verification of these data was beyond the Scope of Work, thus they are the same figures
provided by HOPE in a separate end- of-grant financid report.

Table3: Grant Budget and Final Grant Expendituresin £

Programme Costs Origina Revised Actud Diff./
Grant Grant Expenditures Grant
Personnel 278,950 282,007 254,898 -9.6%
Bendfits 80,687 86,670 68,408 -21.1%
International Travel 29,962 31,587 27,423 -13.2%
Capita Equipment 51,403 83,310 67,370 -19.1%
Supplies 55,946 38,396 77,024 +106%
Contractua Services 31,379 18,837 19,582 +4%
Traning 10,287 4,758 8,250 +73.4%
Credit Capital 200,909 128,439 153,979 +19.9%
Other Direct Costs 164,161 117,740 191,209 +62.4%
Total 903,684 791,744 868,145 +9.7%
UK Project Development & 90,368 79,174 86,815
Admin. (10%) +9.7%
Gross Programme Costs 994,052 870,918 954,960
Less Programme Income 254,489 131,354 134,862 +2.7%
Net Programme Costs 739,563 739,564 820,097 +10.9%
DFID Share (50%) 369,782 369,782 369,782

Totd Mdawi-specific project expenditures are £ 868,145. This represents 9.7% over- budget of the
revised budget based on devauation, lower average loan requests and other factors; but it represents
96% of the origina budget. Financid support from USAID and portfolio income were used to

cover the over-expenditure. DFID funds were expensed as budgeted.

Project over-expenditures in supplies, capita and other costs relate to the scale-up of the Blantyre
operation; over-expenditures in training were for Saff cgpacity building. Under-expendituresin
personnel and benefits relate to the Country Director’s sdary being charged to other projectsin the
Maawi portfolio, and the delayed arrival of the expatriate technica advisor. The offset of over-
expenditure vs. under-expenditure was fortuitous given cost overrunsin the larger HOPE Maawi
mission, and the FY 04 budget will need to be carefully monitored as the project moves into the
post-grant era.

A brief andyss was dso conducted of Blantyre centrd office by reviewing non-project costs billed

to the grant from the period March 2002 to May 15, 2003. The percentage of these costs absorbed
by the project from March ‘02 to Feb. ‘03 was 11%, and from March '03 to May 15 2003, 15%. In
the evauator’ s experience, these are acceptable levels of country office support and in line with

usud industry practices.
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7. CONCLUSIONS
The HOPE Village Hedlth Bank project gppears to have been aqualified successin Mdawi.

Starting from scratch, operating in a quite difficult development context, and working with a
program model that addresses two intractable developmenta problems, poor health and poor
incomes, the project is on the way to achieving financid sdlf sufficiency. Over the course of five
years, hedlth and income generating services have been offered to 6,720 poor rura and peri-urban
women, affecting the lives of 47,000 people. Thereis strong evidence, anecdota aswell as hard
data, to support the conclusion that up to two thousand women have received substantia and long-
lasting benefit from the project in income—Ilessin hedth, Sgnificantly improving their quality of

life. For theremaining 2,100 current clients, many of them new entrants into the project, the impact
issurely less. Systems and program operations have shown steady improvement over the life of the
project with some quality innovations coming ‘on ling€ just as grant financing ended, such that
continued improvement in the lives of up to 3,500 women may continue. The success of this
program could create an inditutiona platform such that Project HOPE can continue to run the
project successfully for some years, and build on this program base to attract other donors for much
needed hedlth projectsin Maawi.

Operating the program in Mulanje has proven problematic because of the low economic activity of
the digtrict (one of the more impoverished in Maawi) and because of geographica isolation.
Neverthdess even in Mulanje, the project has achieved dramatic success with probably about a
thousand clients. Ways must be found elther under the HOPE umbrella or outside of it for these
women to continue on their development path.

The project has confronted a number of “moments of ingght.” One of theingghts was that VHB
members do not have many young children thus Child Survival messages were not particularly
germane; aso that the ‘window’ of learning for VHB women was much smdler than for Child-
Surviva participants—maximum 45 minutes per sesson ingtead of severa hours per theme,
Another set of insghts was thet direct ddivery of hedth taks was necessary to achieve qudity; that
adifferent skill set was needed in field gaff to do so; and that the health education curriculum
needed considerable re-working to adjust to these facts. A third ingght was the recognition that if
the project was to succeed, it would have to open operations in amore economically dynamic area
to achieve financia sustainability. Possibly some of these insights could have been arrived at

earlier than they were. Nevertheess, throughout the five years the project has continued to learn,
experiment and improve.

Hedlth monitoring and reporting have proven to be a huge headache. Staff should be encouraged to
keep trying. Fortunately, the work aready done can serve to guide theway. Also, ways should be
found to track the qudity of hedlth education better.

Bdt-tightening has started recently on the eve of the cessation of grant funding. More can be done
inthisarea

Findly, the high drop-out rate has been a drag on program efficiency for the life of the project. It

may be true that micro-finance ‘ standard practices suggest high participant turnover are part of the
business, but high drop-outs could affect Blantyre sustainability as much asit did Mulanje. Ways
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could be found to sudy more in depth the factors that force women to withdraw; while some are
likely beyond the control of the project, others may be capable of being addressed.

DFID grant reporting requests the evaluator to address specific issues. The following table has been
prepared to summarize those themes.

Table4: DFID Indicators of Performance

Issue Evaluator Comment

Rdevance Health and income generation are two key constraints women facein Malawi;
project iswell designed to address theseissues. The health and microfinance
components have become well integrated in the person of the CDP.

Equity The VHB focuses entirely on women in Ma awi who are the most discriminated
against and highly marginalized of any group. All women aretreated equally in
the project, and the growth of skillsin rural women is evident. Women occupy
senior leadership positionsin HOPE Malawi, and also are adequately represented
in the CDP cadre.

Efficiency and | Programisaconceptually attractive mix of health activities and income
Effectiveness | generation. With the decision to moveto ‘direct delivery,’ effectivenessin Adult
Education health messageswill increase. At one point program opted to convert a
planned vehicle purchase into more loan funds. Overall expenditures were within
10% of budget and appear largely justifiable with expansion into a new project
area. Overall cost to DFID was £370,000.

Impact Increase in income for 4™ cycle-and-above participants has been demonstrated in
the 20%-35% range. Furthermore, 500 people seem clearly impacted in
significant and sustainable ways; another 500 less so but probably still
importantly; of the remaining 2,300, many are part of the Blantyre cohort whichis
only 12 months functioning.

Qga nability Big jump in operational sustainability achieved between Oct. ‘02 and May ' 03
with the Blantyre portfolio coming of age, but sustainablity has not yet been
achieved. HOPE HQ has committed additional FY 04 resourcesto achieve
sustainability.

Replicahility Program has proven ‘expandable’ with all systemsintact into another project area
and into new countries. Operational sustainability may be achieved more quickly
in areas of high economic activity (such as peri-urban ones) but improved incomes
have also been demonstrated in isolated rural settings. Further study isrequired to
seeif the program model can be ‘scaled up’ anywhere where sufficient program
capital isavailable.

Lessons Learnt | Smaller than anticipated |oan sizes and smaller groups than planned in Mulanje
had far reaching budget and sustainability implications that the project struggled
with for much of the grant. High drop-out rate—a characteristic of many
microfinance projects—was also a drag on program accomplishments. Program
made a good adjustment in health education methodology. One suspectsthe
program can become more cost efficient with minimal decrease in effectiveness.
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8. RECOMMENDATIONS
8.1  Continued HOPE Center Support for VHB Operationsin Malawi

The first recommendation is obvious: Project HOPE should continue to finance the VHB operation
in Maawi at the concluson of the DFID and USAID grants. The program mode is an effective one
that responds to key needs and should be continued. It isto be hoped that full operational
sugtainability can be achieved in the course of the next year, and HOPE HQ financia support
should be provided to alow that god to be achieved.

8.2  HOPE Center Support for Program Quality in Adult Education

Itislikely arecommendetion for the hiring of an adult educator &t HOPE HQ would face the same
fate as that recommendetion in the Mid-term. However, this should not detract from the fact that
HOPE HQ can benefit from the expertise of an Adult Education specidist. There are reports of
some movement in this areain the Peru VHB program.

At the same time, another of the congtraints on each country’ s dedicating resources to improving
adult education materids—even in rurd Madawi some would benefit from colorful posters,
pamphlets, loca drawings adapted to the culture, etc.—has been the overhanging cloud of
sudtanability: ‘nontessentia’ expenses detract from the financid sugtainability target. Perhaps a
way to get country offices to invest more attention in quaity adult education materids would be for
HOPE Center to fund a budget lineitem and look for a country match—funded by HOPE Center
out of the VHB program budget but not counted againgt the financid sustainability of one country’s
operation. Intruth thisisabit of a shell-game, robbing Peter to pay Paul, but it may be away to get
VHB country management to think how to improve their AE quaity more.

8.3  Continued Support to Successful Mulanje VHBs

HOPE Malawi needsto re-vigt the decison to close operationsin Mulanje. While the evauator is
sympethetic to the cost and sugtainability issue, the case has not been convincingly meade that
Maawi gaff have been adequately thorough or creative in thinking how a reduced operation could
be financed. Program management should look at the following ideas and try to keep Mulanjein
operation.

= Close out the Mulanje office as planned. Release al support and miscellaneous aff as
planned.

»  Trandfer the fewest number of essential support staff to Blantyre (planned).

» Re-dlocate the charging of the program manager’s sdary and program support salaries
proportional to the respective loan portfolios, not geography.

=  Keep two CDPs based in Mulanje, and provide them with the newest of the motorcycles
(planned).

= Co-finance with these gaff an office-cum-residence where they could live together, and
make one of the rooms the VHB office.

= Edablish aleve of acceptable subsidy the Blantyre operation can be expected to generate in
favor of Mulanje.
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In theworst of cases, if arigorous cost andysis demondtrates that Mulanje must close, the “A+”
groups, and after them the“A and B” groups, should be transferred to other micro-finance lenders
inthe area. Project management has held preliminary conversations with FINCA and one other
micro-lender in this regard without tangible results to date. This overture should be pursued
zedoudy to its conclusion. One wonders whether there isn’'t an ethical responsihility to these
groups to see this process through. In fact, other micro-lenders should be delighted to take over the
‘stars of HOPE Maawi’ s operations.

This activity should take place immediadly, that is, by mid-July 2003. Already at thiswriting, a
number of “A+" banks are reaching the end of their loan cycle and their next round of loan requests
is not being processed.

84  Improved Hedlth Data Collection

By dint of much experimentation in hedth data collection, the project has come very close to
creating a viable hedth measurement system; it only needs minor ‘twesking' to begin capturing
improved hedlth. The recommendation is Ssmple &fter the difficulties of the last three years: collect
hedlth data at the tart of awomen’s career in VHB exactly as income and expenditure data are
collected, and measure improvements in hedlth at the close of the 4" loan cycle exactly as
improvements in income and expenditure are being investigated. In fact, the HQ Program
Director’s last field trip report came to this conclusion, though the Mdawi staff have not yet begun
acting on the recommendation. It seem eminently do-able.

8.5  Improved Income Data Collection

Regarding income data collection, the recommendeation isaso smple. Collect data on income
indicators at the start of awoman's career in VHB and meesure improvements at the close of the 4
loan cycle on all participants—not only on asample. Thiswill diminate much of the guess work

of esimating improved income for long-term participants.

8.6 Hire a Adult Educator in Hedth

The hedlth educator who left last November needs to be replaced. The job of monitoring the quality
of hedlth activitiesis too important for it to be |eft unattended any longer; and the multiple
respongbilities of the expatriate Technica Support Manager means she will not be able to fulfill

this function except in a back-stopping role. The quality of the hedlth education talks needs to be
looked at more as current monitoring only tracks quantity. This can most effectively be done only
by direct supervision by an outside observer, and the Technical Support Manager and the new
hedlth educator have an important role to play in thisarea.

8.7  Improved Loan-making: Busness Plans

The project’ s recent experimentation with hiring alocal-language consultant to teach business
management to VHB members seems worth continuing. The overdl thrust should be to get clients
to begin moving into more profitable activities. A suggestionsthat arosein one VHB medting is
that there are VHB members who are sufficiently entrepreneurid that they themselves might be able
to become *vigting experts at nearby banks talking about this-or-that aspect of their business!
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If thisand amilar activities go forward, one would like to think the project could begin to address
the issue of high drop-out. If businesses become more successful, more women should be interested
in staying in the project longer. Reducing the drop-out rate makes the project more efficient at
achieving its goals.

At the same time, ayear ago project management began to conduct ‘exit interviews with departing
bank members to understand better the various factors that influence awomen’'s decison to
withdraw. Knowing more about these factors may give the project an opportunity to design other
interventions. The target could be to reduce the drop-out rate in Blantyre to a more manageable
figure, perhaps 40% by the 4™ cycle? Tracking drop-out rates and trying to reduce it could become
the next ‘systemic god’ of afollow-on VHB project.

8.8  Continued Search for Sdf-aufficiency

The cost-reduction exercise that began recently should be continued, looking wherever possible for
improved efficiencies. A redigtic target for cost savings should be established. Four changes worth
congdering seem to be the following:

Closing down the current Mulanje office should result in subgtantid savingsin sdaries as
well asin genera operations.

Second, in the judgment of the evauator, the project is overstaffed at the support saff leve.
When the Mulanje office closes, a least three support staff will be transferred to Blantyre—
duplicating some of the portfolio management functions aready being performed by other
Blantyre staff. Perhapsthereisaviable job description for one, not for three. All three are
talented gaff thus the decison will be difficult, but it should take place.

Paradoxicdly, it appearsthat VHB sdaries should be increased—in spite of thefinancid
implications. HOPE Mdawi needsto retain quaified staff if this project isto succeed, and
there are inklings some staff would go sewhere quickly if there were other job offers. This
isnot away to build program qudity. Theissue requires HOPE Madawi study, but the
closure of the USAID portion of this grant (Aug. ' 03) will create an opportunity for annua
contracts to be renegotiated. At that point, sdaries could be adjusted upward to reflect the
quality performance being ddivered by the VHB personne who will remain on.

From Sept. ‘03, VHB will become the only large program Ieft in the HOPE Maawi
portfolio. Centrd office staff—hired a the time of an expanding portfolio—will need to be
downsized sgnificantly to take into account the much-reduced portfolio. At the sametime,
great care must be exercised so that the VHB does not assume more than itsfair share of
head office costs. Thiscan be ahard lineto toein lean times but isthe only way VHB will
be ableto achieveitsgod of sdf-susanability.
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APPENDIX E
FINAL EVALUATION-
Village Health Banking Proj ect-Guatemala

1.0 INTRODUCTION
1.1  Originsof the Current Project

The People-to- People Health Foundation, Project HOPE, is a non-profit, a-poalitical, non-sectarian
organization with amisson “Helping People Help Themsdlves” COrigin of the current Village

Hedth Bank (VHB) project liesin a 1992-97 USAID Cooperative Agreement to alow HOPE to
establish the program in Honduras and Ecuador. For FY 1998-03, additiond funding was requested
from USAID and the U.K. Nationd Lottery Charities Board to sart aVVHB program in Guatemda.
A Midterm evauation was conducted in this project in August 2001, this document is Part Two
(Guatemda) of the Find Evauation of that project.

1.2 Scope of Work

The Scope of Work detailed an effort to conduct an evauation of the Village Hedth Bank activities
in Guatemala (and also Mdawi and Peru.); assess HOPE Headquarters progress with the grants; and
develop recommendations to strengthen continuing execution of the VHB programs. Main topics
were to:

» Discussif the hypotheses under-pinning the program mode were sound.

» Discuss achievement of mgjor objectives, successes, challenges, condraints, and unintended
impacts.

Identify changes made during implementation.

Discuss impact of the program on target populations.

Discuss whether adequate financid controls exig.

Discuss whether the M& E system supplies accurate, timely performance data

Discuss program management including an adequate number of staff with rdevant expertise,
and supervisory systems.

» Discuss Lessons Learned and Recommendations.

1.3  Timing, Methodology, and Evauator

The evauation took place beginning with two days of orientation with the Director-Income
Generating in HOPE Center on June 2-3. Fed travel to Guatemalatook place from June 29 to July
4, 2003. During the fidld visit, program discussions took place with the project manager followed
by three days of travel to VHBs. A presentation of preliminary findings was made to the Guatemda
Country Director, the Deputy Country Director and the VHB Project Manager on duly 4.

The methodology involved the following: presentation by the project manager and staff of mgor
program highlights; review of documents; in-depth discussons with program management and
program support technicians, fidd travel including direct observation of village hedth talks and
loan operations; and semi-structured interviews with randomly sdected VHB members.
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Five of seven HOPE fidd staff, técnicos, were observed as they engaged in project promotion.
Nine banks were visited for approximately two hours each; each bank was chosen at random by the
evauator from those banks which were holding meetings during the three field vist days. Pos-
VHB event interviews took place with 22 women at nine different banks—all of them sdlected at
random, and as far as is known, none of them the (more active) VHB board members.

Informationd interviews were dso held with the Manager of the Fundacidn de Desarrallo de la
Micro-empresa, FUNDESPE, and with the microfinance Project Manager of CARITAS-San
Marcos.

Thefollowing table shows the distribution of the evaluation vists.

Table 1. Village Health Banks Visited during the Evaluation Week

VHB Name Mem | Cycle Rural/Urban Highland/ Técnico
bers Coast

Coatepeque 15 5" X X | Heber Paz
Femenil Bethania 17 2 X X Fco. Sandovél
Ayuda Mutua 13 5" X X Noemi Garcia
Las Samaritanas 16 5" X X Oscar Barrios
Nuevo Amanecer 14 6" X X Fco. Sandovél
El Triunfo/ 18 7" X X | Jelmo Figueroa
Las Triunfadoras 12 2 X X
LaCeiba 16 g" X X | Jelmo Figueroa
El Jardin 12 6" X X Noemi Garcia
TOTAL 133 5 4 5 4

The evauation was carried out by a development practitioner who has substantia experience
evauating programs in Guatemaa and who was a so the externd evauator of the VHB Midterm
evauation in September 2001.

1.4  Structure of report
The document is structured in sections.
Section 1, Introduction, has now concluded.
Section 2 presents Findings in Hedlth; Section 3, Findings in Microfinance,

Section 4 discusses severa management issues.
Section 5 presents Conclusions; and Section 6, Recommendations.
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20 FINDINGSin HEALTH

The Project HOPE modd of Village Health Banks provides credit and health education to women,
building on the village banking method of solidarity group credit. Health education is directed to

the relationship between low incomes and poor hedth influenced by poor housing and hygiene,
inadequate access to hedth care, and limited educationa opportunities. It dso builds on the well-
documented fact that increases in women’ s income are spent more on health and nutrition than
increases in most men’'sincome. As a hedth-focused indtitution, Project HOPE is particularly
concerned with the project’ s hedlth impact, while funding comes from the PV O Office of Matching
Grants that is primarily concerned with the project’ s economic outcomes. This section discusses the
project’ s hedth component, the next chapter, the micro-finance component.

This section discusses “first stage’ changes, second stage needs, quantitative and quditative gains
in hedth, Midterm recommendations, and summary comments.

21  “Hrd generation” changes

To agraifying extent, many first generation changes cdled for in the Midterm evaluaion in Hedth
and Training have taken place.

Direct health education ddivery

Of fundamenta importance was the Midterm recommendation that the VHB project should move
away from the concept that village women could be trained to the point of ddivering high queity
hedth talks. Sometimes barely literate, overworked village women were judged at the Midterm to
be largdly incapable of ddivering the high quality messages the project needed; the proverbia
Training-of- (village)- Trainers was not working. Instead, the Midterm recommended that HOPE
convert bank promoters into health extensonits, ‘direct hedth education deivery.” VHB
Guatemdafidd gaff is now ddivering hedth talks in every bank meeting. Training modules have
been developed to guide these non-health personne how to cover key messagesin the subject, and
an ongoing training calendar is being carried out to build the new skills. A 180-degree changein
Hedth Education methodology has taken place: project saff, not village women, are leading the
discussons. Thisisasubstantid step in theright direction.

Revised modules

As part of this switch, the evauator was pleased to note a sgnificant redignment in the hedlth
curriculum aso. An Adult Education (AE) expert has been hired in Peru. With extensive
consultation with Guatemala &ff, sheisin the process of developing new modules to guide the
village hedth talks. Under her guidance, over months of design and pre-testing including avigt to
Guatemaalast year, amajor shift away from *didactic’ to participatory talks has taken place.
Subgtantid emphasisis given to games, learning-centered content, and other Adult Education
techniques such that the sessions have become quite enjoyable; virtudly dl of the hundred or so
women observed in the talks were seen to be enjoying themsdlves, laughing, joking, taking pleasure
in the module and generdly having fun. Thisisan important gain.

Modules have been reduced to four ejes—loosdly trandated as axis of intervention: hedthy
women, women and children, hedthy families, and heathy communities, each having multiple
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themes per module. Currently one module has been completed and is in implementation, another in
the testing stage, two others have yet to begin. The modules are Adult Education-based following a
sructure of: Introduction and review of past sesson; Development of the theme; Review;
Conclusion and segue to the next session. Participants are encourage to take on “promises;”
persondly gpplying the hedth lesson before the next meeting—an excdlent innovation. The
methodology is highly participatory and learner-centered. Moreover, the length of the hedth talk
has been extended from ¥ hour during the Midterm to afull hour. Tdlingly, while many women in
the Midterm complained of having to spend an extra haf-hour then, none of the interviewees
complained of having to spend an hour now. Clearly, the qudity of the talks has gone up so much
that women are pleased to be atending. The evauator enthusiastically endorses these changes.

Field saff is showing great creativity in preparing the props needed for the sessons, and lots of
innovetion in creating low-cogt charts, brightly hued visuds, and ‘homemade’ lesson aides. All of
this has been carried out & amaost no financid outlay—smply with ingenuity and crestivity.

Improving staff skills

Steff skillsin AE techniques have improved from the Midterm when alaborious reading of project
materids was the norm. Time control was good in dl sessons observed. Most field staff (though
not all) demongtrated good use of women's names. All staff demonsirated adequiate preparation for
their session, knew what was expected, and carried out the hedth talk largely as planned. The
overd| effectiveness of the talks will be assessed further below.

Supervison

Recently an educator and a nutritionist from another HOPE Guatema a project have begun
providing part-time support to the VHB nurse educator. Thisis a postive development because it
srengthens the VHB project while dso enhancing cross-project learning. It was aso reported
(though not observed) that the two educators conduct on-the-job training for each field worker by
carrying out eech new modulesin every field worker’svillage. Thisisagood way for the técnico
to see how a session should be carried out. It may be that additiond ‘coaching’ sessions should be
carried out after thisfirgt on-the-job training to see how well the techniques are being applied. A
monitoring instrument to measure hedlth talk quality was not observed during the fidd trave.

2.2 Second generation changes

Now that the fundamenta program shift has taken place, a number of second generation issues need
to be addressed. These involve making maximum use of women'stime and enhancing their
learning.

Overly based on gamed loss of focus?

One observation isthat hedth onsin VHB Guatemaa have gone from the extreme of being a
highly theoreticd, boring recitation of facts, to the other extreme of being an unrelenting series of
games, role-plays and AE dynamics. Over haf the sessions observed used four different dynamics
in the space of 60 minutes- one after the other. With this saturation of techniques, the balance
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between the theoretica and the practica appearsto have swung too far. Women are moved from
one fun-filled smulation to the next, with seconds between one and the next and with no pause for
reflection or opportunity to interiorize the experience. In half the sessions, the game-playing before
and after the message took fifty minutes, leaving amere 10 minutes of content; in severd others, the
message content was only 15 minutes. In two sessions, setting up the simulation took 35 minutes, a
dynamic that had clearly gotten out of control. These errors do not maximize participants learning.

In this somewhat frenetic rush from one dynamic to the next, the overdl objective of the on
gopearsto have gotten lost.  Staff demonstrated some wonderful group techniques, but the
evauator |eft the sesson sometimes thinking: “what wasit dl aout?” The module guide spdlls out
clearly what the learning objective is, o0 the problem is not thet the goa of the sesson is not
aticulated. The problem seemsto lie more in losing sight of the forest amid al the trees of activity.
Under-emphasized are the concepts that the purpose of aworkshop should drive the selection of
every module, and that every technique should be directed to the accomplishment of the learning
objective.

A related concept is that each session should be focused on actual learning, not theory. Inatak on
ba anced nutrition, the module called for classifying food groups, and various dynamics were used

to get women familiar with the classification. Well and good, but in some communities the subtext

of the message was that fish was part of abalanced diet, when women in this rurd mountainous
community had probably not eaten fish in five years. Thus, learning appropriate to the context is
overshadowed by the theory behind the session. In another session, the técnico dipped into
discussing the properties of vitamins, A, B, C, D, etc., clearly over the head of the women as judged
by their responses. A wonderful question put by one woman in ancther community: “how do |
achieve abalanced diet snce | am poor?’ was never answered; another, “what do you do if you
can't eat vegetables every day?’ was smilarly never answered. In carrying out these modules, staff
needs to begin thinking of practical, actud learning in the contexts in which the women find
themselves.

A third concept recommended by the Midterm is that most sessions should become focused on
behavioral change. What does the project want women to do differently as aresult of thistak?
How will the project measure the effectiveness of the sesson in terms of how people change the
way they live? Thisisacomplicated theme, and VHB Madawi is beginning to think about this
issue. See Attachment C for work so far. Apparently thereisan al-VHB seminar scheduled for
August that will address this theme.

Sesson facilitation

A number of pogtive facilitation techniques were cited above, but others are not yet evident. One
important one is taking a few seconds to reinforce the correct response. In the sessions observed,
amost no responses were reinforced. Instead, what happensis that correct answers and incorrect
answers are dedlt with the same—that is, with little or no verba reinforcement of the comment and
moving on to the next answer. This misses the opportunity to clarify for the women what is correct
content and what isnot. Other reinforcement opportunities are dso being logt. In adiscussion on
the nutritiond vaue of vegetables, one woman said, “Before | do anything with vegetables, | need
to wash my hands,”—awonderful example of the key message of improved hygiene from a
previous modulel—Dbut the comment recelved no verba ‘reward” from the facilitator. Thisis essy
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to fix: asmple “wonderful comment, Mrs. X, now let’s move on” would suffice, but this is not yet
taking place.

Use of women's names has been noted above. Técnicos who have not yet memorized the names of
their clients should be encouraged to do so. Thisis good AE pedagogy and an important way to
move the VHB from a project/client relationship to an AE facilitator/learner one.

Many of the sessions observed were repetitive: for ingtance, dividing 12 people into three groups
and then each group tedioudy repesting dmost the same content as what the first group presented.
A more efficient use of time could be for the three groups to address different topics; another would
be to select only one group to make the presentation/game, and ask the others to add comments.
Full participation seems to take precedent over best use of time.

It was observed that severd of the fidd staff were not fully in command of smple content:  having
to look on the nutrition chart where to put eggs, misplacing the ‘fats’ in the ‘mest’ category, €tc.
Smdl dip-ups to be sure, but one has to wonder whether if these errors are taking place in one of
the smpler modules, what could be the misrepresentation of facts in more complicated modules
such as women's hedlth, salf-esteem, and HIV/AIDS.

Findly, it appears from the sessons the observer participated in thet there is a substantid difference
inrural women's ability to understand and process health messages compared to their urban
counterparts. The qudity of the facilitation being equa, urban groups were quicker to capture the
point of the session than were rural women, and urban women were able to make connections
between the talk and their daily lives more easily. Since supervisory staff generaly agreed with this
comment, it gppears some fied saff need to develop the ability to ‘scade down’ the complexity of
their modules when presenting in rura communities. This probably means dower-paced sessions,
more repetition of the technica content, and more repetition in the wrap-up. Naturdly, these
adaptations would mean less time for the dynamics, or using dynamics that are completed more
quickly. It will be seen that this recommendation was dso made during the Midterm: “take into
account literacy and socio-cultura characterigtics of the audience.”

Obsarved qudity of the hedth talks

In aprevious section it was noted that staff skill in AE have improved since the Midterm but the
discusson was left incomplete. Having andyzed aspects of saff’ s facilitation skills, it is now
possible to assess the overdl effectiveness of the eight sessions observed. Summarizing evauator
findings based on extensive note taking during each of the sessions.

two sessions suffered from ether weak content or sterile facilitation;

two sessions were carried out with good facilitation and obvious concern for the women's
wedl-being but lacked full technica competence;

two sessons were adequate in both technica content and in facilitation;

one sesson was good in both content and facilitation;

one session was superb: good technica content and wonderful facilitation

Insum: two“D’s’; two “Cs’; two “B”; one“A”; one“A+.”

2.3  Quantitative Documentation of Improved Hedlth
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For three years, the project has struggled to track and document improved hedth. Basdine heath
data were collected in July 2000, 22 months after the project started, (N=200). A Midterm KAP
study was undertaken in October 2001 (N=313.) In March 2003, athird effort was carried out
(N=346), 146 women who were new to the program, 200 who were 4" cycle or beyond members.
In dl cases, adetailed survey report was prepared.

Unfortunately, methodological weeknesses characterized most of these efforts: the “co-mingling”
of newer VHB members with older ones. Discussonsin the FY02 and '03 Annua Reports
regarding project impact in hedth should thus be interpreted carefully. In the Midterm KAP study,
comparisons between 59 older members and 102 new members are Sometimes contrasted,
sometimes reported together; graphicaly they areintermingled. The FY 03 survey contrasts 146
new members with 200 older members, but then sometimes sub- classifies the digtinction between
52 4™ cycle respondents from 2001 with 148 4™ cycle respondents from FY 02. Somewhat
confusing.

Aware of these difficulties, the’ 03 study did track hedth changes over time (on some indices but
not on dl) in the same population. Unfortunately, due to dropouts and other selection criteria, the
“N” of thisstudy isonly 52. Conclusionsto be derived from a sample this size should be voiced
tentatively. Again, graphica representation of differences among the three groupsiis rather
muddled.

Anayzing the FY 03 data carefully, for women who remain in the project four loan cycles or more,
one can specul ate there may be some widespread change in health knowledge: in recognition of
danger sgnas during and after pregnancy, and in pre-natal check-ups—though this may dso be
attributable to amore literate clientele. However, the co-mingling of the cohorts mugt be
recognized as a methodological error, and asocid scientist would rgject such conclusions as
unwarranted. Extrapolation from this sample to the larger VHB population is smilarly
questionable. What is clear from the many documentsis that project staff invested much time and
effort in collecting the information. A recommendation will be offered in this regard.

Numerically, one can speculate on hedlth gains for gpproximately 2,800 women: 300 women with
multi-year four-or-more cycle participation who are ill involved in the project, plus 2,500 four-or-
more cycle women from years past.

24  Quditative Documentation of Improved Hedth

Beyond quantitative gains in hedlth surmised in the previous paragrgph, qualitative gains merit
discusson using two VHBs and severd individud narratives as examples.

Cruz de Piedraisarura village bank of 14 women in their 8" cycle. By happenstance and grest
luck, thiswas one of the villages sdlected at random for afind evaduation vist, having aso been
visted during the Midterm. The group isled by Margarita LOpez, an indigenous woman of perhaps
45 years old who has four children under twelve. In the interim since the Midterm, Dofla Margarita
has found employment in the city of San Marcas while continuing her representationd functionsin
the VHB, and has led the group with great energy to negotiate with the mayor of San Marcoson a
number of village concerns. (In fact, just the day previoudy she had been in the mayor’ s office
lobbying.) Because of theseinitiatives, aroad has been opened to the village (1), and a budget has
been prepared for the congtruction of a Q. 2.4 million water system (!). These are huge gainsfor an
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indigenous community led by an indigenous woman. Though one must credit Dofia Margarita with
the persondity and drive to have carried these initiatives through, Margarita tells everyone she got
her start as aleader of the village health bank, and it was with the VHB that she learned the power
of organization and representation. Margaritais not aonein thisvillage: severd other women were
artticulate in contributing to the hedth talk.

El Jardin is an urban VHB composed of 12 women, recently completing their 5" cycle. Resultsin
El Jardin are not so dramatic—group leadership does not have the dynamism of Dofia Margarita—
but the changes could be equdly profound. In a module on women'’s hedth, this group was
srongly affected by the talk on salf-esteem, * negotiating equality” with spouses, defending the
rights of abused women in the neighborhood, and related issues. Said one woman: “if | think about
it [women'srights] much, | will gartto cry.” Another said: “we need to stand up for one another
when one of usis being abused by her husband.” In post-event interviews, four women sad this
was the firgt time such a subject had ever been talked about; aso that sessions on vagina cance,
detection of breast cancer, menopause and other women’s hedlth issues were smilarly new and

changing therr lives

Life goriesthat came out of individua interviews—selected a random by the evauator—are the
following ‘un-cued’” comments that reflect many interviewee responses.

Dina Rodriguez says the hedlth talks have serioudy changed her life. Before, her husband
would not est amed if it did not have meet. After going to the nutrition talks, she came
home and shared what she had learned with him, and now the whole family eats balanced
medls with |ots of vegetables, and eats meet only every now and then.

Norma Rodriguez, and others, thinks the greatest vaue she found from the hedlth talks was
that women have learned to vaue themsalves as women:  sdlf-esteem has improved.
Amparo Orusco had never attended such mestings before; the talks “woke her up and have
had aliberating effect; before we were done-- now we have colleagues.” She now gets her
PAP smear regularly where she never did before.

Ansema de Leon learned in the talks of the importance of self-examination of the breadt,
and children with full vaccinations. To her the talks reinforce health messages she has heard
elsawhere in the community and encourage her to do something about accessing the
SEIViCesS.

Gloria Alicia Mérida Ochoa remembers the PAP taks, but highlights the learning “how we
vaue oursaves, we women have rights too.”

New topics for Arasdli Orosco and others were AIDS, cancer, and the importance of marita
fiddity.

For Elba Teresa Y oc, the hedlth talks have been fun; the most important thing she learned is
that women have the right to go to the police and other GOH socid welfare officesiif they
are mistreated.

Staff reports corroborated by the evauator suggest that some women take out minimal loans—or
only save rather than borron—in order to be able to participate in the hedth talks.

It gppears the VHB has had abig impact on the lives of clients who remain in the program for a
number of cycles even if such benefits are difficult to quantify.

25 Midterm Evauation Recommendations
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During the week of July 2001, a Midterm evauation was carried out on the Guatemala VHB
project. Since the evauator/writer of this Find Evauation was the leader of that event, it is

possible to compare Guatemaa find status with midterm recommendations. The following table
demonstrates the status of midterm recommendations as discussed above.

Table2: Accomplishment of Midterm Recommendations in Health

Midterm Recommendations

Status

Village health talks demonstrate serious weaknesses but
weaknesses were identified previously and aplan toimproveis
underway.

First stage weaknesses have been
identified and improved.

Recommendation that commu nity talks be directed more to needs
and interests of the women.

Accomplished. Talks are now more
responsive to women'’ sinterests.

Recommendation that VHB staff assume alarger rolein
conducting health sessions; also recommendation that staff job
description evolve into “ development promoter” instead of
“credit promoter.”

Accomplished.
Staff job descriptions and job titles
changed.

Recommendation to use M SP staff and HOPE Child Survival
staff asresources more.

Not being accomplished as far as one
could observe.

Recommendation for better selection of village health volunteers
(vocales).

Accomplished.

The methodol ogy of most observed sessionsis alaborious
reading of project materials, rather than effective learning events.

M ethodology completely changed.

Recommendation to re-think village training strategy in light of
the question: what behavioral change can be legitimately
expected from twelve half-hour sessions?

Not yet accomplished but
improvement has taken place.

Recommendation to re-think training methodology. Every
session should:

1) address behavioral change objectives,

2) appropriately select atopic based on villagers' priorities and
needs;

3) take into account the skills of the facilitator(s);

4) use accurate, quality |IEC materials;

Accomplished.

1) Not yet accomplishedin full.
2) Accomplished.

3) Facilitators are HOPE staff.
4) Improving w/ good creativity.

5) use appropriate adult education methodology; 5) Accomplished.
6) take into account literacy and socio-cultural characteristics of 6) Not yet fully accomplished but
the audience large steps have been taken.

Health Coordinators’ Plan de Accion is adequate but needs more
concrete outputs and more follow-up.

(not observed)

Recommendation that Health Coordinatorstravel to VHB
sessions, personally co-facilitate talks, and begin to serve asin
situ coaches for HOPE promoters and village vocals.

Being accomplished

At the least level of expectation, every session should start by
drawing on village women'’ s experiences and conclude with a
review of key points discussed.

Being fully accomplished in the “A”
and “B” sessions; not muchin “C”
and “D” sessions.

Recommendation for significant technical assistance from an IEC
expert.

Accomplished.

26  Conceptud Issues

Before concluding this section on hedlth, it seems appropriate to offer two brief reflections on the
VHB program mode. Succinctly, throughout the developing world, millions of women are unable
to receive services from their over-worked and under-funded Minidries of Hedlth. When these
peoplefal sck, thereis nowhere to go that does not require sometimes hours (or haf-days) of
travel. Moreover, preventative public hedth activities are al but unheard of. What the VHB modd
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offersisaway to fund well-trained primary hedlth promoters outside of, and complementary to, the
Ministries of Hedlth to promote women's  demand-driven’ search for better health services. When
financia sustainability is achieved, the modd offers an effective way for women who would
otherwise not receive hedlth education to learn how to improve ther lives. At the sametime, it
offersmarginaized rura and peri-urban women an opportunity to improve their household incomes
(and the hedlth of their children), aswell asto grow in sdf-esteem. This evauator finds the modd
compelling. In aplace like Guatemaawhere infant and maternd mortdity are ill, the mode
should be made to work: it isaway thousands of women and children can be reached who would
otherwise not be.

And though there is debate on this topic, the evauator views favorably the strategy of Project
HOPE to create a country platform in places like Guatemaaindependent of grant funding. Growth
in professondism in career nationd staff and long-term organizationd development are very hard
to achieve when a country operation is surviving from one short-term grant to another. The
evauator supports the implicit ‘ program philosophy’ that a successful VHB project could creste a
program base on which to build.

2.7  Ovedl Qudity and Impact

Reflecting on the overdl impact of the project in hedth: In the design of the hedth talks, VHB
Guatemad a accepted the recommendation of the Midterm evaluation and changed its education
methodology from village trainersto direct delivery by project Saff, a quite positive step.

Redes gned modules emphasize Adult Educetion (Freire) principlesto good effect. Severd of the
fidd gaff have good-to-excdlent abilitiesin thisarea. Others are not yet up to speed in the kills
required by the new focus.

The overdl effectiveness of hedth education talks varies. The new methodology is a pleasure to
watch, but the overall learning gppears to run from agreet ded with skilled field saff, to not so
much with less skilled gaff. For five of the eight sessons, an overdl assessment might be “ 6-out-
of-ten” while two were 8/10 and one, 10/10. Thus, there isroom to grow in consolidating the gains
of the new methodology and the new modules; in incorporating other adult-education principles,

and in homogenizing the qudity of the talks throughout the VHB.

In genera terms, broad program impact could not be discerned, i.e., widespread uplift in hedth
datus, or changesin hedth behavior in a subgtantia number of women. Project gaff in Guatemaa
expressed concern that the evaduator’ s time did not alow the capturing of these changes though they
aretaking place. In fact, large-scae changes cannot be documented because of the methodology of
hedlth data collection. In addition, datain the next section will show large movement of clients

over time—not only congtant dropouts but aso constant new entrants— such that the number of
women exposed to the full cycle of hedlth talksis quite reduced. For these factors and because of
the newness of the methodologica shift, Sx months or lessin implementation, long-term program-
wide impact in heath has not yet been observed. Meanwhile, individual gainsinimproved hedth
are clearly taking place.
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3.0 FINDINGSin MICROFINANCE

The Midterm judged the credit Side of this project as one of the most well-supervised and well-
documented program components in thiswriter’ s experience. As such, one purpose of afina
evauation becomes to update indicators with FY 03 data. Many indicators could be tracked based
on the project’ s extensive monitoring system. The most important are: number of banks and
members, growth in total loans distributed, arrears, project impact, and operationd sustainability.
Accomplishment of Midterm recommendations will be documented, and concluding comments will
be offered.

3.1  Expandoninto Quetzatenango

Project management has recently taken the decision to expand into Quetzatenango. At thiswriting,
only five banks are operating there though there is hope the number will grow. Similar to VHB
decisons e sewhere, management believes the growth of the portfolio and operationa sustainability
will occur more rapidly if the project works where there is higher demand for loans and higher
absorptive capacity of VHB clients. The evaluator makes no comment on this strategic decison
other than to hope that opening in Quetzaltenango does not take resources away from the rura
portfolio excessvely.

3.2  Growthin Number of Banks

The number of project banks has grown steadily throughout the life of the project. In late 2002, a
‘winnowing’ of non-functional banks was carried out. The net total of active banks at time of the
evauation is 177 of aproject goa of 85, 208% of target.

3.3  Growth of Membership

VHB membership has grown steedily throughout the project. Total membership as of June 15,
2003 is 2,684 compared to atarget of 2,125, 126% of target; 1,861 are active.

34 Cumulative Loan Didtribution

The chart reflects the cumulaive growth of the portfolio in hard currency at Q. 7.75: $1.00
(22/6/03). Tota vaueis $1.6 million compared to atarget of $ 2.37 million, 67% of god. Annua
Reports narrate this shortfall is due to smdler loan Szes than planned.

Cummulative Disbursements in $000
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35  Totd Member Savings
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VHB members are required to save 10% of their profits. Thisisan appropriate strategy that
promotes that a the end of the loan cycle the woman will have something left for her effort. In fact,
in some cases the savings can be substantid.  The evauator was surprised to interview one women
selected a random who had saved over Q. 1500, $ 220. Thisisasubstantia accomplishment at her
level of economic activity. Withdrawas from savings are permitted when a member isleaving the
VHB, in case of family emergency, or to pay off a baance due on the loan.

In 2002, an effort was undertaken to clean the project portfolio of nont or under-performing banks.
When this was done, a substantia amount of member savings was returned, noted in the jumpin
withdrawasin FY 03, over hdf amillion quetzals. The chart shows the savings accumulation net
of these deductions.

Savings and Withdrawals in Q. '000
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Total dollar amount at Q7.75: $1.00 is $64,875 compared to atarget of $ 358,111, 18%
accomplishment. Savings targets, like severd other numerica projections, were based on the
Ecuador experience, which proved unredidtic in the Guatemaareplica

3.6 Inactive Banks

When a bank does not pay 100% of itsloan within 90 days, it enters a status cdled “inactive’ by the
project. This meansthe VHB no longer receives hedth education talks, and that further contacts
between HOPE and VHB are suspended until the loan badanceispaid. Thisisaform of pressureto
encourage the banks to continue repaying. At the time of the evauation, the number of inactive
banks was 46 of 150, 31% in total.

3.7  Member Drop-out

Member dropout in Guatemaais sgnificant. The tota number of dropoutsto date isthe difference
between total current borrowers vs. cumulative borrowers, 1861 of 4,332, total 53%. A modest
recommendation will be offered on this subject.

3.8  Improved Income

At the project level, VHB has established an effective tracking system to measure improvementsin
income by collecting economic and household data on each entrant to the VHB during the 1% cydle.
For those who are still active a the close of the 3 10an cycle, the survey is repeated on asample
bass, and the changes are measured. The following table represents those results in Guatemala as
reported in the Year Three and Y ear Four Annua Reports (and to be reported in Y ear Five), with
improvement in household expenditures being taken as a proxy for increased income.
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Table 3: Quantitative mprovementsin Household income

Criterion Year 3 Year 4 Year 5
(N=136) (N=145) (N=242)
Percentage increase in household expenditure 18% 18% 12%
Percentage increase in households incomes 48% 52% 37%
Percentage increase households reporting (56%0/88%) (56%0/88%) (58%/76%)
“better” incomes 59% 57% 24%

These figures have been prepared in a methodologicaly sound manner. Demongrated results are
consistent over time. The project appears to have increased income for a number of project
participants. for those who remain in the program over severd years, 829 people as of June 30,
2003, subgtantidly improved income has resulted, perhaps by as much as 40%-50%.

In addition, in the absence of hard data on the subject, the evaluator speculates on some gainsin
income for those FY 99-FY 01 clients who remained in the project four cycles but who no longer
participate in the project, 1,358 people. This assumption grows out of abelief that fully successtul
women will continue in the project; those who are somewhat successful will have less economic
incentive to ay in. Thus, income gains for these women have been estimated less than for the 829
immediatdy above. Quantification of this gain has not been attempted.

3.9  Non-quantifiable Impact

Discussions with interviewees selected at random suggested numerous nortquantifiable impacts
aso. Women's ability to represent themsalves has clearly improved, asin the Cruz de Piedra
example. In addition, project documents speak of women being able to receive atention in
commercid banksfor thefirg time. Severd interviewees indicated they made enough money to
become finanaadly sdif-sufficient (at least for atime); others reported paying school fees with their
profits. Among the mogt sdient comments.

a) Amparo Baptista (6 cyde, from the beginning) sells vegetables and clothes in the market.
Shehas Q. 1702 ($220') in savings and is proud of her accomplishment down to the last
quetzd.

b) Norma Rodriguez (6" cycle, from the beginning) has developed anew habit of saving
where she saves throughout the year to invest in her business at peak times. She had Q.
1400 ($200) in savings and then invested Q. 1000 of that into her business of quilt-meking
right before Christmas.

¢) For llaiaElviraAguilar (2" cycle), the VHB “opened new doors;” she makes and sdlls
tortillasto loca shops, and is paxi ng regularly and comfortably on aloan of $260.

d) For Magdali Lopez Mordes (5" cycle), the VHB loan has enabled her to expand the stock
of her village shop with more milk, rice and sugar. She has gotten out of her previous
chickentraising business because it was not making any money.

e) Heidi Ardi (2" cyde) sells Guatemalan shoes across the border in Mexico. The VHB loan
alowed her to move into higher fashion shoes, with a higher profit margin for her efforts.
She reports no difficulty making the fortnightly payments.

f) For ElbaTeresaYoc (1% cycle), the $200 loan has alowed her to expand the foodstuffs at
her store. Her husband died seven years ago, and the profits from the store have alowed
her to put her child into technica schoal.
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g With her $260 loan, ElisiraMéndez (3% cycle) grows greens and vegetables on alarger plot
than before, sdlling part of the harvest every week depending on her cash needs. She finds
the bi-weekly loan repayments easy: “dl | doissdl alittle more of my vegetables”

Beyond these salf-descriptions, though the numbers are small, severd interviewees indicated some
of their bank colleagues had used the VHB loan to get out of the clutches of moneylenders who
charge 20% amonth. Thistoo must be counted as a Sgnificant project accomplishment for a
limited number of women.

3.10 Arrears 30 Days Past Due

Project documentation and micro-finance literature suggest one important way to measure the
soundness of aloan portfolio is to track arrears more than 30 days past due. The proposed goa was
“30 day arrears under 5%.” Status at time of evaluation is 3%. Thisisan excdlent

accomplishment.

3.11 Operationd Sustainability

Operationd sustainability (al costs covered by project income) is one of the gold standards of
micro-financing projects, and has been amgor focus of the Guatemaa VVHB from the beginning.
Current operationd sustainability at time of the evaluation is 69%. The project manager estimates
full operationd sustainability will be achieved by about March 2004. Thisis certainly agod to be
driven for.

3.12 Comparative Experiences with Operationad Sugtainability

To get an idea of the San Marcos micro-finance context, interviews were held with two colleague
micro-finance NGOs, the Fundacion de Desarrollo de la Pequefia Empresa, FUNDESPE, and
CARITAS-San Marcos. The experiences of these two entities—sometimes colleagues, sometimes
competitors—provide an interesting Sddight on difficulties of achieving operationd sustainability

in San Marcos. Sdected indicators from those informal interviews are presented in the table below

Table4: Selected Comparative Indicators of Colleague NGOs in Micro-finance

| ndex HOPE FUNDESPE | CARITAS
Clients 1860 480 3,800
Portfolio Szein $US 168,000 387,000 | 774,000
Average loan size $US $200 $800 $225
Client/ técnico ratio* 206 120 633 (?)
Approximate desertion rate 31% <10% +/-8%
Arrears 3% 11-12% 5.6%
Operationd sugtainability 69% 60% >100%

* (active clientsftécnico + supervisors. CARITAS datamay be mis-recorded.)

FUNDESPE began its micro-finance program in 1988, ten years earlier than VHB. Therewasa
magjor housecleaning of the FUNDESPE portfolio in the early Nineties when millions of quetzas
werewritten off. Notwithstanding alower dient/staff ratio (meaning an operation that isless
efficient) and amore carefully chosen clientele, FUNDESPE has not been able to achieve
operationd sustainability snce the portfolio restructuring.
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The CARITAS loan program started in 1992 with an agricultura credit program that evolved into a
pure micro-finance effort in 1996. CARITAS isamajor actor in credit in San Marcos with double
the number of clients of VHB and a portfolio five times bigger. Half of this bigger portfolio comes
from the rollover of agricultura borrowers before the sart of the (pure) micro-finance component.
Its average loan Sze is amilar to that of the VHB, but its group sze can sometimes be as high as 50,
much bigger. CARITAS has achieved full operationd sustainability over the lagt five years, a
laudable achievement. Building on the agriculturd loan portfolio base, CARITAS sloan funding
over the five years of subsidized operations was a Q. 3 million, $387,000, while the VHB loan fund
has been $ 300,000. The CARITAS example suggests that achieving operationa sustainability in
five yearsis do-able under the right conditions and with good management. However, doing o
may be facilitated by building on an existing program base (not starting from scratch); it may aso
require a somewhat bigger financid ‘jump-gart’ than the VHB Guatemala grant contemplated.

3.13 Midterm Recommendations
Thefollowing chart represents accomplishment of Midterm recommendations in micro-finances.

Table5: Accomplishment of Midterm Recommendationsin Microfinance

Midterm Recommendations Current Status
Generally well run and under control. Remains so.
L ots of time and energy spent on simple bookkeeping; Accomplished. Procedures are much
opportunity to streamline and dedicate time to other tasks; more computerized resulting in
recommendation to use computers more. substantial saving of staff busy-work.
Recommendation to create a “window of discussion” in each Not observed.

village session to analyze problems and discuss other (non-
bookkeeping) themes.

Recommendation to minimize staff transfers Accomplished in the Highlands. Not
accomplished on the Coast (see
Section 4.)

Recommendation for more staff training in credit, community Accomplished.

devel opment and other themes.

3.14 Oveadl Assessment

To alarge extent, the project isreaching its god in micro-finance and income generation. Thisis
Seen in the way the micro-finance activities are carefully implemented and monitored; the growth in
the number of banks; the number of women participants; and growth of total |oan disbursement,
67% of target. Member savingsis 18% of god, somewhat, but not much, atributable to fdl in the
vaue of the quetzal. The number of inactive banks compared to active banks and member dropout
compared to overal membership do not appear to exceed industry trends though they are higher
than for the two Guatemaan colleague organizations. Arrears thirty days past due represent
accomplishment of the project god in that area.

Increases in women' s income have been demondtrated via alogicaly consistent methodology. For
those who remained in the program for a substantial period of time, 829 people as of June 30, ' 03,
improvement in income is perhaps in the 40%-50% range, a sSignificant accomplishment. Lesser
impact is aso inferred for 1,358 four-cycles-or-more participants who are no longer in the project.
I nterviewee comments confirm the impression that project has had an important economic impact
on women'slives.
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Operationd sugtainability has not been achieved within the life of the five-year grant. There are
encouraging Sgns—and project management enthusiasm— that operationd sustainability will be
achieved within the next 12 months. One hopes the enthusasm isjusdtified. Experience from
colleague organizations in San Marcos leads one to hypothesize that achieving operationd
sugtanability within five years in a sart-from- scratch operation may not have been aredigtic godl.
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4.0 MANAGEMENT ISSUES

Several management issues came up during the field week that have bearing on the accomplishment
of project goas. To be discussed are expenditures, rotation of saff, consolidation, staff skills, saff-
to-client ratios, morale, and the program area of Maacatan. Accomplishment of Midterm
recommendations will also be discussed.

4.1  Budget vs. Expenditures

Thefollowing summary financia information is provided. Verification of these data was beyond
the Scope of Work, thus these figures were provided by HOPE.

Project expenditures for the life of the project will be gpproximately $1.132 million, 100% of
origind budget, broken down as follows:

Headquarters support is $145K, 13%.

Loca personnel cost is approximately $318K, 28%.
Grant financing is $ 300K, 26.5%.

Other direct operating costs are $143.3K, 13%.
Indirect cost is $223.7K, 19.7%.

In other VHB countries, the issue of support for the in-country head office was discussed. As
reported by the Project Manager, in Guatemala the VHB contributes nothing to Guatemaa City
support except a portion of the salary of the Country Director.

A review of these figures suggests the project isin line with NGO industry standards.
4.2  Rotation at the Project Manager Position

The Guatemada VHB has had three project managersin five years. While aturnover rate likethisis
not unusua in development projects, the effect in the VHB project has been noticesble. Thefirst
project manager was relieved of hisresponghilities just at time of the Midterm evaluation. Though
the man was not interviewed during the Midterm, it was clear that his management style had not
created a sense of team, and the morale of the field Saff at the Midterm was low. Additiondly this
individud did not seem overly involved in or interested in the hedlth side of the project. Thus,
amogt two full years of project momentum were dowed by weaknesses at thetop.  Shortly after
the Midterm, areplacement came on board. Thisindividua only lasted four months, causng
another half year of leadership vacuum.

The current project manager, judged a strong performer in micro-finance and interested in and

committed to hedlth, has been in the position for just over two years. Thus strong project
management can only be posited for about 40% of the life of the grant.

4.3  Program Consolidation



During the last two years, it gppears the program has consolidated many gains. Illudrative of this
consolidation is a presentation made by the Project Manager on the first day of the evauation visit.
Thisincluded listing a series of wesknesses, many of them “interndized” by the project based on
the Midterm event, followed by a presentation of Srategies to addressthe problems. reorganizing
the project structure, inditutiona strengthening, portfolio growth and improving the qudity of
hedth talks.

Regardl ng the reorganization of the project structure, the presentation indicated that:
Staff functions have been revised to include health and micro-credit activities.
Work plans are now prepared by the staff (not the supervisor).
A monthly performance and ranking system of fidd staff has been implemented.
The forma system of performance evauation has been strengthened.
Preparation of manuas has been accomplished on staff functions, credit methodology, credit
rules, a procedure manua and an education manual.

Regardlng inditutiona strengthening, the presentation highlighted:
Staff training during FY 03 in methodology, use of dectronic Soreadshests, credit anayss,
collection grategies, planning educationd talks and others.
Computerization of anumber of repetitive loan register forms.
Strengthening of internd project controls, including dectronic worksheets thet
automatically caculate disbursements, balances, check writing and portfolio record
keeping.

Regarding indtitutiona growth:
Deveopment of a strategy to concentrate on the urban ‘ core’ near the VHB San Marcos
office; dso moving the project into Coatepeque and Quetzaltenango.
A promotion plan that included strategies, activities and educationa materids.

In hedlth, in addition to aspects dready discussed, the presentation highlighted:
Sdf-identification by staff of the hedth component as a* competitive advantage.”
Carrying out PAP smear campaigns via community-wide efforts to 591 women.
Cregtion of awork group charged with continuous improvement in the hedlth education
component.

Thisisan impressive lig of gains achieved in two years since the Midterm.
4.4  Rotation of Fidd Staff

Quantifiable data were not collected on full gaff movement during the life of the grant and might be
confusing to present in any case. Anecdota data suggest that rotation of field staff may have been
substantial. One VHB group observed it has had five VHB técnicosin four years. Only two fidd
daff of seven interviewed during the Midterm were gill employed at time of the Find evauation.

Of nine current técnicos and supervisors, four had less than eght months experience and only three
ayear to two yearsin the project. The Mdacatén office haslost Sx gaff since itsinception, four of
whom were released due to poor performance. During the Midterm evauation, two of three field
positions were vacant in Mdacatan; by coincidence at the Find, two of three fidd positions were
again vacart in this area.
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Since much of the success of village banking rests on arelaionship of trust and confidence between
the project and its clients, each of these staff changes—and however many more have taken place—
represents a setback. By contrast, CARITAS haslogt or fired two field Saff of sx in aperiod of
fiveyears. Retention of skilled saff is an essentid component of VHB, and the issue of

remuneration vs. respongbilities may require sudy in VHB Guatemda

45  Sf ills

As discussed earlier, the skills of the fidld staff vary agood ded. One was judged to be excdllent,
another quite good. One was judged with developing skills, but with the right mentd attitude to
become good field worker. Two were judged substantialy weak. (Three new employees were not
evauated.) Passing comments suggested one of these two had been under observation for ayear,
yet no decision had been taken on his long-term future. Releasing under-performing S&ff is aways
ahard job, and VHB Guatemala needs to find— and retain— high qudity performers.

46  Management Supervison
Mention was made earlier that there is no systemic evauation of hedlth talks.

One should note however, awell-done monitoring form the Project Manager has developed that
tracks staff performance in microfinance each month. Data from the monthly financid report are
automaticaly downloaded on 7 indicators. hew banks formed during the month, total monthly
loans distributed, active portfolio, and active portfolio less < 30 days arrears, and arrears of 31-60,
61-90 and >91 days. A percentage combining these indicatorsis then prepared and each staff is
presented with graph of hishher performance compared to the other field staff at the end of the
month. This seems an excdlent supervisory (and moativating) mechanism other VHB countries
could adopt.

4.7 Staff Morde

Staff morae has improved since the Midterm. Thisisreflected in a higher esprit de corps, saff
comments on improved training opportunities—six of them in FY 03 done; one project staffer about
to depart on an internationd training assgnment; and an overal sense of purpose that was not
perceived at time of the Midterm. Project management may be more sensitive to staff concerns than
two years ago. In addition, HOPE Guatemaa has recently undertaken a dtrategic planning exercise
(document not reviewed) perhaps giving the country office aclearer sense of direction.

48  Saf Ratio

One Midterm recommendation was that management should look at theratio of field staff to clients
and the subject may need to be re-visited. Currently seven fidd staff (three new) are servicing 1861
clients, 265:1, not much different from the time of the Midterm. Two supervisors are not counted in
that total. The Project Manager suggested it should be possible over time to moveto aratio of 300-
325:1. If s0, management theory of span of control suggests one supervisor should be sufficient to
provide adequate supervison to a least six field gaff.

49 Malacatan
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Malacatan isthe Coastd area of the project and represents gpproximately haf the project portfolio.
It isdifferent in a number of ways from the Highlands around San Marcos. in geography (humid,
coagtd); in culture (mestizo); in agriculture (cattle, coffee, and plantation); in economic activity
(more commerce near the Mexican border.) Asnoted earlier, staffing in Maacatan has proven
problematic for severa years, both at the Midterm, now, and (perhaps) in between. Because of a
recent staff departure, at the time of the evauation, Mdacatan’ s approximately nine hundred clients
were being serviced by two people—an impossible load. Though financia records and repayments
currently seem in order, if more field staff cannot be hired and retained to work this haf of the
portfolio, the Ma acatan Situation could represent an undocumented risk to project sustainability.

4.10 Midterm Recommendations in Management

The following table represents the status of Midterm management recommendations.

Table 6: Accomplishment of Midterm Recommendations in Management

Midterm Recommendations

Current Status

Past manager weaknesses have been identified and some
corrective action taken.

Accomplished in the hiring of the
incumbent Project Manager and also
the Deputy Director (see below.)

Urgent need to bring the incoming project coordinator up to
speed quickly.

Accomplished with the incumbent.

Urgent need to bring the proposed Deputy Director up to speed
quickly

HOPE Guatemala has hired an
experienced physician to oversee the
entire portfolio, and thisindividual is
well versed in VHB strengths and
weaknesses.

Recommendation for better strategic and annual planning: with
banks, with MSP, with others.

Strategic planning taking placein
HOPE/G. Unclear whether strategic
planning with banks and Ministry of
Health is underway.

Ecuador experience suggests that project is currently overstaffed
by 33% based on current client loads; recommendation that
project standard should be 350 socias per promoter, not 250 as at
present.

Not accomplished. Project still
appears overstaffed—though thisis an
area of concern to the Project
Manager. Ecuador ratio would
suggest areduction in field staff of at
least one field worker (1800/300= 6)
and perhaps one field supervisor.

Recommendation to improve sense of team, organizational
climate and staff/ management relations.

Accomplished.
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50 CONCLUSIONS
The HOPE Village Hedlth Bank project appears to be a qudified success in Guatemaa

At the Midterm, the project was struggling. A shake-up in senior project leadership had just taken
place and the new manager was not yet on board. Hedlth talks were of low qudity, duein part to an
ill-conceived design that cdled for village women to give the hedlth talks, but also because of
weaknessin VHB’s implementation. Microfinance seemed to be under control, though the
paperwork burden was quite time-consuming; but there were wesaknesses being reported in the
Highland loan portfolio. Problems of low staff morae and few training opportunities were voiced.
Staff continuity in the Coastd region was a concern.

At the Find, many of these areas have shown big changes.

Senior project leadership has been solid and uninterrupted during the intervening two years,
and the project seems more holidicaly managed than heretofore.

Computerized financid record keeping has freed field saff time to alow them to assume
responsibility for hedlth talks that are now being carried out by HOPE técnicos instead of
village women: subgtantid quditative improvements are now possible.

The potentia gains from this program shift have not yet been fully redlized. It took the
VHB project (and VHB Guatemaa aong with it) nine months to begin implementing
Midterm health recommendations starting in March 2002. With additiond time required to
re-tool the curriculum, experiment with the new modules, train-up staff, etc., the new
methodology is only afew months old. Though the sharpened focusisimpressive,
widespread changes in women's behavior will be less than optimum as the project comes to
the end of its grant financing.

Measuring impact in hedlth has proven a frugrating process for VHB/G ga&ff. In spite of the
best of intentions, the VHB evauation methodology has meant that quantitative gains that
might have been occurring could not be captured in any meaningful way. In fact, because of
weakness in health education, one suspects program-wide gains in heath have not been
achieved.

Persond interviews suggest that subgtantia individual gains have taken place—in some few
women, world-shifting changes, in anumber of others, Sgnificant improvement in family

and persond hedlth and sef-esteem. At least hdf the interviewees suggested they get their
PAP check-ups regularly—some atributing their willingness to do so directly to the project.
There are severd reports of VHB participants, diagnosed in the early stages of uterine
cancer, who have had their uteruses removed and are now in good hedlth because of aVHB
talk. Though thisis not widespread program impact, it certainly hes had alife-and-death
effect on these few.*

4 Graciously, the CARITAS manager said at the conclusion of hisinterview: “CARITASwants to begin broadening our
portfolio focus and get into Health; HOPE is the expert in Health in San Marcos.”
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In income generation, the project has worked with 2,684 women, seventy percent of whom
(1,861) are dill active, asolid achievement.  Growth in the number of clients and the
number of banks has been more than projected; growth in the portfolio disbursed and in the
members accumulation of savings has been much less than planned.

Overdl, improvementsin income for over 830 long-term participants can be reasonably
postulated in the 40-50% range, a substantia success for these women and for the project.
Lesser gainsimproved income can be inferred for 1,358 four-cyde-or-more participants
who have |eft the project.

In organizationd terms, the project has accomplished its goa of keeping arrears under 5%;

in the Highlands in fact, arrears are zero. Organizational sustainability has not yet been
achieved—jperhaps an overly ambitious god in a start-up operation—but appears achievable
in the next 12 months.

Many management issues identified in the Midterm have been addressed, demonstrating
serious organizationa commitment to learning and improving, and the project is clearly
better run than two years ago. The issues of under-performing staff and staff rotation are
themes likely requiring further HOPE attention, as is weighing the as-yet-unmeasured risk in
Malacatan.
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6.0 RECOMMENDATIONS

As grant financing ends, the VHB Guatemaa will come under more pressure to become financialy
independent. This pressureis probably an excellent thing a this stage of the evolution of the
Guatemda portfalio.

6.1  Continued HOPE Center Support for VHB Operations in Guatemaa

The first recommendation is clear: Project HOPE should continue to finance VHB operation in
Guatemda at the conclusion of the USAID and Nationd Lottery Charities Board grants. The
program mode is an effective one that responds to key needs and should be continued. It isto be
hoped that full operationd sustainability can be achieved in the course of the next year, and HOPE
HQ financial support should be provided to alow that god to be achieved.

6.2  Improved Adult Educetion

VHB Guaemaa has benefited enormoudy from the hiring of an Adult Education specidist in Peru.
This has not only taken the form of curriculum work described above; the AE person has also
visted Guatemaa twice during the year, once to deliver aworkshop and once to conduct field
vigts. Thisexpert assstance had been the driver of VHB Guatemad s improvementsin hedth
education. These visits should be scheduled at least twice ayear, and field travel and coaching
should become an integrd part of the visits.

The seconding the Child Survival project educators part-time to strengthen VHB hedlth educetion is
another way to improve quaity. These two people report that they “modd” each curriculum
module with every field staff during the vaidation stage.  This practice should continue®

Monitoring the qudity of the health education needs to be strengthened, as current monitoring does
not yet address quaity adequately. It was reported that the VHB took a program decision in March
2003 to use a hedlth evaluation format developed in Peru last year. There was no evidence of such
aformat being used in Guatemda. It is attached as Appendix B. It isstrongly recommended
VHBI/G begin using this excdlent format to enhance hedth talk supervison.

One idea generated by the Project Manager during a de-briefing sesson was to use strong técnicos
as coaches to show the rest of the field staff how first-class hedth education is carried out. This
idea could hep improve hedth tak qudity with very little money.

Another excdlent technique to enhance staff skillsis to create afeedback loop at the end of each
sesson vigted by asupervisor. Thisimpliessmply taking 10 or 15 minutes after a sesson has
concluded for the supervisor and the técnico to think aoud what went well and what could be
improved the next time. Such afeedback |oop does not yet exist in VHB Guatemaa but could be
implemented easly and effectively.

5 Victoriana Salanic, an indigenous woman recently hired by VHB in Quetzaltenango, was herself the beneficiary of a
village banking project some years ago and narrates freely that it changed her life: “I never knew how to save until
then.” She wantsto share her positive experience with VHB women like her, and is particularly appreciative of VHB’s
focus on health. After Victoriana stechnical skills get up to speed, she could serve as aresource person for the rest of
the VHB staff how to make the program more easily understandabl e to the indigenous population.
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Under-performing staff who do not demonstrate necessary skillsin hedlth education and who are
not able to improve their performance in a defined period, say Sx months, should be released.

Last, aprogram of upgrading staff skills should begin. This should not consist of sporadic, one-off
events, but become a training and skills-enhancement program. To do so may involve embarking
on anew organizationa philosophy: the project demanding the best performance from every aff,
every session, every day; employees growing in career skills throughout long service with VHB.
The evauator can put VHB/G in contact with a Guatemaan consultant in thisareaif requested.

6.3  Improved Hedth Data Collection

Regarding hedlth data collection, the recommendation is quite Smple after the difficulties of the last
three years. Collect data on hedlth indicators at the start of awoman's career in VHB exactly as
income and expenditure data are collected, and measure improvements in health at the close of the
4™ |oan cycle exactly asimprovementsin income and expenditure are being investigated!

Economic and household data show convincing improvements and the methodology has not proven
overly burdensome; gpplying the same methodology to hedlth data collection should produce the
samereaults. The HQ Program Director’s last fidd trip report came to this conclusion, though
Guatemda gtaff has not yet acted on the recommendation. It seems quite afeasible adjustment.

6.4  Improved Income Data Collection

Regarding income data collection, the recommendetion is dso smple. Collect data on income
indicators at the start of awoman'’s career in VHB and measure improvements a the close of the 4™
loan cycle on all participants—not only on asample. Thiswill diminate much of the guess work

of estimating improved income for long-term participants.

6.5 Improved Loat+making: Busness Flans

Given that gainsin hedlth education have yet to be consolidated, the following recommendation is
articulated as something to be consdered over the next severa years, not necessarily an ideafor
immediate implementation.

For VHB to have more impact on the lives of its clients, a new direction could be to get clientsto
begin moving into activities that are more profitable. Until now, aslong asthe VHB group
proposed the loan and it did not seem too risky, the project has not much focused on the business
andyds behind the loan gpplication. The thinking in this recommendation is that within current
time congraints, field staff could begin to sudy the underlying soundness of individua plans more.
With the project experimenting with a modicum of business focus—and perhaps adding an
occasiona module on basic business training—women may be able to perceive more profiteble
opportunitiesin their environments. A way to do thisisfor VHB g&ff to give more scrutiny to the
fundamentd cogt-effectiveness of individua bank |oan requests. So as not to over-burden fidd Saff
with this role on top of their hedth education responsihilities, such anadysis should be doneon a
limited basis. perhaps on one or two of the newer members joining a successful bank, or perhaps
mostly on 1% and 2" |oan cydle dients.

® recommended rather elliptically in the Midterm as “more management attention to Human Resources”
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If this concept goes forward, the project may be in a postion to begin addressing high dropouts
indirectly. If businesses become more successful, more women should be interested in staying in
the project longer. At the same time, project management could begin to conduct ‘exit interviews
with departing bank members to understand better the various factors that influence awomen’s
decison to withdraw. Knowing more about these factors might enable the project to design other
interventions. The target could be to reduce the dropout rate further, perhaps no more than 25% at
the end of 4™ cycle. Trying to reduce dropout rates could become a systemic goal of follow-on
VHB programming.

In addition, a suggestion that arose in one VHB meeting is that there may be VHB members who
are sufficiently entrepreneuria that they themselves might be able to become ‘vidting experts a
nearby banks talking about this-or-that agpect of their business.

6.6  Continued Search for Sdf-aufficiency

Cost-reductions directed to rapid achievement of operationa saf-sufficiency shoud begin.
Changes worth considering seem to be the following:

The project may be overdaffed at thefield level. A ratio of 300:1 suggests at least onefield
person could bereleased. At the same time, the two empty Maacatan positions must be
quickly filled. A suggestion was dso discussed with the Project Manager of considering
‘gpan of control’ issues to reduce to one supervisor rather than the (current) two or (planned)
three. Client loads should be gradually increased toward the proposed 300- plus target, up
from the current 265:1. Theresfter, Saff should be brought on only if the portfolio expands,
at an “organic’ pace.

Paradoxicdly, it appearsthat raisng VHB sdaries should be studied—in spite of the
financid implications. The departure of one or two high performers after the Midterm was
noted by the evaduator, and HOPE Guatemala needs to retain qudified staff if this project is
to succeed; current staff rotation suggests thisisan issue. Thetopic requires careful study,
but the closure of grant funding (Aug. '03) may create an opportunity for annua contracts to
be renegotiated. At that point, sdlaries could be adjusted to reflect the quality of
performance of VHB personnel.

If itistrue that VHB Guatemaa does not yet support a share of HOPE Guatemala Head
Office cogts (beyond some portion of the Country Director’s sdary), it is appropriate that
thisbegin. Though thiswill push the achievement of operationd sustainability back, it isan
important principle in NGO management thet no project should be given a‘freeride’
While the HOPE Guatemda portfolio gill has a variety of donors and the financia burden
of each project islight, it istime for VHB to begin assuming this obligation.
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APPENDIX F
FINAL EVALUATION
Village Health Banking Project-Peru

1.0 INTRODUCTION
1.1  Origins Of the Current Project

The People-to- People Health Foundation, Project HOPE, is a hortprofit, non-sectarian, a politica
organization with amisson “Helping People Help Themsaves” Origins of the current Village

Hedth Bank (VHB) project liein a 1992-1997 USAID Cooperative Agreement to alow HOPE to
establish the program in Honduras and Ecuador. For FY 1998-2003, additiond funding was
requested from USAID to start aVVHB project in Peru. A Midterm evauation was conducted in this
project in August 2001; this document is Part Three (Peru) of the Final evauation of that project.

1.2  Scope Of Work

The Scope of Work tasked the consultant to conduct an eva uation of the Village Health Bank
activities in Peru (and aso Maawi and Guatemaa); assess HOPE Headquarters progress with the
grant; and develop recommendations to strengthen continuing execution of the VHB programs.
Main topics were;

» Discussif the hypotheses under-pinning the program modd were sound.

= Discuss progress toward achievement of mgor objective; mgor successes, chalenges and
condraints; and unintended impacts.

Identify changes made during implementation.

Discussimpact of the program on target populations.

Discuss whether adequete financia control systems exist.

Discuss whether the M& E system supplies accurate, timely performance data.

Discuss program management including an adequate number of staff with rdevant expertise
and supervisory systems.

» Discuss Lessons Learned and Recommendetions.

1.3  Timing, Methodology, and Evauator

The evauation took place in July 2003 beginning with two days of orientation with the Director-
Income Generating in HOPE Center. Field travel to Peru took place from July 6-11, 2003. During
the vist, program discussions took place with the project manager followed by three days of field
travel to VHBs. A presentation of preliminary findings was made to the Country Director, the
Adult Education Consultant and the VHB Project Manager on July 11.

The methodology involved the fallowing: in-depth discussions with the project manager; fied

travel including direct observation of village hedth talks and loan operations, and semi-structured
interviews with randomly selected VHB members. Three of four Tarapoto field staff plusthe
Hedlth Coordinator were observed as they engaged in project promation. Eight banks were visited
for gpproximately two hours each; banks were selected by the Project Manager based on
geographica proximity and those which had dready scheduled meetings during the three field days
avalable. Post-VHB event conversations took place with 28 women at the eight banks—al of them
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selected at random as, as far asis known, only one of them was a (more active) VHB board
member. Informetiond interviews were dso held with the Managers of the PRISMA (USAID-
funded) micro enterprise project, CEPCO (the Centro para Estudios de Promocion Comunal del
Oriente) and Fundacdn Manuela Ramos, three NGOs working dongside HOPE in microfinance in
the Department of San Martin.

The evauation was carried out by a development practitioner who has substantia experience
evauating programs who was a0 the externa evauator of the VHB Midterm evaudtion in
September 2001.

1.4  Structure of report
The document is structured in sections. Section 1, Introduction, has now concluded. Section 2

presents Findings in Hedlth, Section 3, Findingsin Microfinance. Section 4 discusses severd
management issues. Section 5 presents Conclusions and Section 6, Recommendations.



20 FINDINGSIinHEALTH

The Project HOPE modd of Village Health Banks provides credit and health education to women,
building on the village banking method of solidarity group credit. Hedlth education is meant to
enhance theimpact of gainsin income and is directed to the relationship between low incomes and
poor hedth influenced by poor housing and hygiene, inadequate access to hedth care, and limited
educational opportunities. It also builds on the well-documented fact that increasesin women’s
income get spent more on hedth and nutrition items than increase in most men’sincome. Asa
hedlth-focused indtitution, Project HOPE is particularly concerned with the project’ s hedth impacts;
while funding comes from the PV O Office of Maiching Grants thet is primarily concerned with the
project’ s economic OutComes.

This section discusses the project’ s health component, the next chapter the project’ s micro-finance
component. To be discussed are: structure of the educationa curriculum,

staff skills; supervision in hedth; a question of *hyperactivity’; discusson of extremely high rates

of client rotation and its effect on accomplishment of quantifigble gainsin hedth; quditative gains

in hedlth; and overdl summary comments.

2.1  Structure, Methodology and Content of Health Education Modules

The issue of the VHB hedth education component formed alarge part of the discussion of the
Midterm evauation. To aquite gratifying extent, dmogt dl of the Midterm recommendationsin
Hedlth and Training have taken place.

Direct health education ddivery

Of fundamenta importance was the recommendation of the Midterm evauation that the VHB
project should move from the idea that village women could be trained to the point of delivering
high qudity hedthtaks. The Midterm evauation showed that overworked village women were
largely incgpable of delivering the high quaity messages the project needed: the proverbia
Traning-of- (village)- Trainers was not working. Instead, it was recommended that HOPE convert
therole of bank promoters into health promoter, ‘ direct heath education delivery’ by HOPE. To
the evauator’ s pleasure, this recommendation has been fully implemented. Three months after the
Midterm (December 2001), HOPE Peru identified an Adult Education (AE) consultant who began
to work on re-conceptudizing the health education methodology. Thisindividud facilitated an all-
country VHB seminar in March 2002 that ratified a mgor conceptud shift in the VHB project. As
of June 2002, she became afull-time consultant to HOPE for the entire Latin American program
with specid emphasison VHB. Ffteen monthslater, VHB fidd saff in Peru are now ddivering
hedth talks in every bank meeting. Training modules have been developed to guide non-hedth
staff how to cover key messagesin the subject. A 180° change in Hedlth Education methodology
has taken place and project field staff (asesor/ asesora), not village women, are leading the
discussons. Thisisasubgtantiad step in theright direction.

Revised modules

As part of this change, the evaluator was pleased to note that a Sgnificant redignment in the hedth
curriculum has also taken place. The AE expert isin the process of developing new modulesto
guide the village hedth talks. Under her guidance over months of design and pre-testing, incdluding
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two vidtsto Peru fidld staff , amgor shift away from ‘didactic’ talks to participatory taks has taken
place. Substantial emphasisis given to games and other adult education techniques such that the
sessions have become quite enjoyable; virtualy al women observed in the talks were seen to be
enjoying themselves, laughing, joking, taking pleasure in the module, and generdly having fun.
Thisisan important gain in Adult Education.

The modules are broken into four mgjor themes. heathy women, women and children, hedthy
families, and hedthy communities, each having multiple topics per module. Currently one module
has been completed and isin implementation, another in the testing Stage, two others have yet to
begin. The Structure of the modulesis Adult Education based: introduction and review of past
sesson, development of the theme, review, conclusion and segue to the next sesson. “Promises’
are encouraged from participant at the close of each session: tasks for them to accomplish before the
next meeting related to themes discussed—an excdlent innovation. The methodology is highly
participatory and learner-centered. Moreover, the length of the hedlth talk has been extended from
% hour during the Midterm evauation to afull hour now. Tdlingly, while many women in the
Midterm complained of having to spend an extra hdf-hour at that time, none of the interviewees
complained of having to spend an hour now. Clearly the quality of the talks has gone up so much
that women are pleased to be attending. The evauator enthusiagtically endorses these changes.

Visud Aides

Field saff is showing enormous creativity in preparing the props needed for these sessions. FHip
charts hung from clothedines or taped to the wall; cutouts and drawings of fruits and vegetables;
homemade *fishponds and ‘fishing rods ; balloons with health messages, *treasure hunts' for
dogan cards hidden in the room; hedlth sentences to be pasted on the chart; paper houses with
swinging doors where messages are ‘ stored’; chicken cut-outs and grains of corn used for the
participants to evauate qudity of the lesson; story-telling case studies and more: the variety of the
visud ades and the sheer credtivity behind them are inexhaugtible—and a veritable ddight to
observe. Thereisadearly observable synergism between the AE curriculum developer in Lima
and the Hedlth Educator on the ground in Tarapoto that is creating  homemade AE materids as
good as this observer has ever seen. Agtonishingly, al of this has been carried out with dmost no
financid outlay—smply ingenuity and crestivity. Bravo!

22  Staff Skilld Qudity of Taks

However innovative and creative a new methodology, it is no good unless the aff using it are
trained inimplementing it: for good AE, both persond and human skills are necessary, dong with
control of technical content. Based on the evaluator’ s experience and extensive note-taking during
each of seven talks observed, the qudity of the events is summarized in the following table.

Table1l: Evaluator Assessment of Peru Health Talks

VHB Location Humen Technicd Ovedl Comment
sills content
Santalnés A A A
Union Solidaria A A A
Las Orquidias A A B+ Facilitator
physically sick
Sagrado Corazon A A A
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Forteleza de Di6s B+ B B+ Difficult theme;

first exposure
Di6s Amanece para Todas A A

0>

C+ Lost control of
time and content

Las Perseverantes B

Ovedl: three“A’s’; two “B+s’; one“C’. Thisissubgantidly better than ether of the other two
countries vigted during thisfind evauation.

2.3  Supevison of Hedth Taks

Not only are staff skills important, supervision and continuous coaching are required. VHB-Peru is
well advanced in thisareadso. As an outgrowth of the Midterm evauation, over the last year the
AE Advisor and the Hedlth Educator have been working on the design of ahedth talk *check list’
that measures the technical skills of the facilitator as well as the technical content. The format has
four rating sections, each of them generating a numerical score: quality of steps and procedures,
knowledge, ability and behavior of the facilitator; responses of the women during the sesson
(including behaviord observations as well as post-event interview); qudity of the visud aides and
overd| qudity of the event.

Evduating the qudity of hedth talksis acomplex subject and this observer has been struggling

with how to systematize the process for years. Experimenting with the Peru format in two hedth
talks during the week, the evauator comes to the conclusion that the Peru VHB supervisory
mechanism is as good as he has ever seen. Indeed, arecommendation has been made to other VHB
programs to adopt this format.

The Hedth Educator uses this format whenever she supervisesfidd gaff. She was able to show the
evauator afile full of these forms, and talked about the numerica improvement in staff scores over
thelast Sx or ninemonths. Thisistruly great suff. (One surpriseisthat this format was
supposedly made VHB program policy in March but was not in use in the other two countries, in
Spite of those other countries' struggling with thisissue. But thisis no reflection on the VHB-Peru
project.)

24 A Quedionof ‘Hyperactivity?

One note of caution in the wonderful changesin AE that have taken place is that the sessons have
gone from the extreme of being theoretica and boring ‘expostions to arapid, unremitting series of
ice-bregkers, games, and AE dynamics. Women are moved from one exciting and fun-filled
amulaion into the next, with hardly a minute between to reflect on or interiorize the experience. In
truth, in VHB- Guatemda, this was a bigger problem than in VHB-Peru. In Peru, staff has been
able to maintain the ddlicate baance between dynamics and content and should be congratulated for
doing 0. It isan baance that needs to be continudly kept in mind however, even in Peru, for
which it is noted here.

In this rush from one dynamic to the next, the overdl learning objective of the session needsto stay
in the forefront. The module guideline spdls out clearly what the learning objectiveis, so the
problem is not that the god of the sesson is not articulated. The problem seemsto lie morein
losing Sght of the forest amid dl the tree activities.
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A related concept is that each session should be focused on actual learning, not theory. Inone
sesson on baanced nutrition, the module called for classfying food groups and various dynamics
were used to get women familiar with the classification. The purpose of the knowledge—getting
women to make changes in the family meds—was never mentioned or evenimplied. Thus,
learning gets overtaken by theory. Recommended by the Midterm, most sessions should become
focused on behavioral change. What isit that we want women to do differently as aresult of this
talk? How will we measure the effectiveness of the sesson in terms of how people change the way
they live? Though thisis acomplicated theme, VHB-Peru is at the sage where it can and should
begin paying more attention to the question.  Apparently thereisan dl-VHB seminar scheduled for
August that will address thistheme, and VHB-Peru gtaff should take a high-profile in exploring the
topic.

25  Quantifisble Gansin Hedth

For three years, the project has struggled to track and document improved hedth. Basdline heath
data were collected 7 months after the project started in April 2000 (N=97). Another effort was
undertaken in February ‘01 (N=164.) In Sept. ‘02, a Lot Qudity Assurance Sampling (LQAYS)
effort was carried out (N=124), complemented by a smultaneous impact sudy (N=67). In
September and December 2002, two qualitative studies were carried out. In March *03, an impact
sudy was carried out (N=56). Thisisalargelist of activities. In al cases a detailed survey report
was prepared. All of this activity took a great ded of time and staff commitment and energy.
Unfortunately a methodological error (common in the three VHB countries) took place in most of
these efforts, the ‘ co-mingling’ of new VHB members with older ones.

During the course of this study, a detailed comparison was made of the results of these various
sudies. Results of that comparison showed at least three things. First, one would have expected
some commonality between basdline conditions with “before” project women; in most items there
was little corrdation. Next, the LQAS (Lot Quality Assurance Sdlection) data were strange, elther
because of Satistical anomdiesin the lot selection or for other reasons. in at least two indices,
LQAS data appeared frankly beyond belief. Third, one would have hoped that 90 women who had
participated in the program’s hedth talks for at least four cycles would show some improvementsin
hedlth scores; few of the indices showed improvement compared to basdine; few showed
improvement compared to data on newly entering women taken & the sametime. In sum, because
of the co-mingling of new and older women in most of these sudies; because of a devadtating rate
of atrition to be discussed momentarily; and in spite of consderable saff effort in carrying out
these studies over time, there are little quantitative data to suggest program-wide improvementsin
hedth.

Recognizing these wesknesses severd months ago, VHB-Peru came to a sgnificant concluson.
After the struggle of the previous three years, the changeis quite Smple: collect hedlth data at the
gart of awomen's career in VHB just asincome and expenditure data are collected; and measure
improvementsin hedlth a the close of the 4" loan cyde just asimprovementsin income and
expenditure are measured. In fact, the HQ Program Director’ s recent trip reports to other countries
came to this conclusion at about the sametime. VHB-Peru is the only operation to have reached the
conclusion on its own.

2.6  Quditaive Gansin Hedth
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Beyond quantitetive gains, qualitative gains merit discussion. If the project has not had awide-
Spread impact, it has had an impact on individua women. Given that adjustments to the schedule
permitted interviewing afairly large number of women (N=28), it is possible to use the stories of
these women to illustrate.

a) Milagros Gutiérrez Seminario (in from the beginning of her bank, Vista Alegre, 2 years ago)
works ajuice kiosk in Nueva Cgjamarca. She sees hersdlf asa*“leader-ess’ and saysthe
hedth talks are “the best thing that could possibly happen” for the women, because so much
trouble is caused by not knowing. She remembered nearly every tak ever given in detail and
has hersdf applied what she has learned to her life.

b) Leonida GarciaPinchi (beganin the first cycle of the bank, but took 2 cycles off , for atota
of 6 cycles) is“enchanted” with the hedlth talks. She commented that the sessons dlow her
to relax and have fun, and “step out of herself” and her worriesfor alittle while. She loves
the dynamics.

¢) SaritaPasminaRuiz (1% cycle) remembered many of the talk topics and when asked if she
applied them to her day to day life she responded, “of course! they ask us to make promises,
and | keep them!”

d) MadronaDiaz Montilla (3 yearsin the program) finds the hedth talks to be an opportunity
for relaxation and laughter; moreover, she takes everything she learns from the hedlth taks
and shares them with her neighbors and friends in the market, and any talks sheistoo old to
apply to her own life she goes home and teaches her grown children about so they canraise
their children better.

e) JuanaVillaro Deciurlizza says she is more conscientious about covering the food a home
and hygiene matters to her, and she gets her PAP smear check ups now, where before she
was afraid to.

It bears repesating that these women were sdected for interview by the evaluator at random and a
deliberate effort was made not to interview any member of the VHB Board of Directors, (thinking
that Board women might not be representative of the wider group.) With these case stories out of a
random sample of 28, there is some vdidity to the propogtion that in spite of relatively recent
changesin the hedth methodology; in spite of the lack of demonstrated program-wide quantitative
impact; and in spite of high member turnover (to be discussed next), the project has managed to
have substantia impact on hedth for alimited number of women.

Building on this idea, one can pogt with confidence that Sgnificant gainsin hedth have taken place
for 205 women currently active in VHB who have participated in hedlth talks during four or more
recent loan cycles. Lesser gainsin hedth areinferred for FY 99-FY 02 clients who remained in the
project four cycles but who no longer participate in the project, 946 in totdl.

2.7  High Drop-out of Clients

One overwheming characteristic of the Peru VHB isthat dmost every bank suffers from a constant
departure of old clients and the influx of new ones. Data aso to be presented in the micro-finance
section show that more than eighty percent of women are new to the project. During the Mid-term
evauation, the HQ Program Director commented that a high drop-out rate is not unusud in the
micro-finance sector, but the Peru numbers are devastating: active clients are 1,199 of 5,084, 76%
dropout.

59



Implications for Adult Education are serious since even if the project were delivering the most
vibrant and impact-filled Adut Education topics in the world—which in large part comes close to
being true— new entrants won't have heard the talks. In addition, with attrition rates this high, by
the end of the 4™ cycle the number of dlients who have been exposed to the full set of hedlth taksis
very small indeed. Clients exposed to only one or two hedlth talks are quite numerous.

Implications in hedth are serious indeed.
2.8  Conceptua Issues

Before concluding this section on hedth, it sesems gppropriate to offer brief reflections on the VHB
program modd. Succinctly, throughout the developing world, millions of women are unable to
receive sarvices from their over-worked and under-funded Minidtries of Health. When these people
fal sck, thereis nowhere to go that does not require sometimes hours (or haf-days) of travel.
Moreover, preventative public hedth activitiesare al but unheard of. What the VHB modd offers
isaway to fund well-trained primary hedlth promoters outside of, and complementary to, the
Minigries of Hedlth to promote women's * demand-driven’ search for better health services. When
financid sugtainahility is achieved, the modd offers an effective way for women who would
otherwise not receive health education to learn how to improvethear lives. At the sametime, it
offers marginaized rura and peri-urban women an opportunity to improve their household incomes
(and the hedith of their children), aswell asto grow in sdf-esteem. This evauator finds the mode
compdling. Inaplace like Peru whereinfant and maternad mortdity isstill high, the modd should
be made to work: it isaway thousands of women can be served.

29  Summay Comments

VHB-Peru accepted the recommendation of the Mid-term eva uation and changed its education
methodology from village trainersto direct ddivery by project staff, a quite positive step.

Redes gned modules emphasize adult education (Freire) principles to extraordinarily good effect.
Mod fidd gaff are delivering some of the highest qudity hedth talks this eva uator has ever seen:
VHB-Peru has found fidd staff with the right disposition to carry out direct ddivery and the new
curriculum adequatdly prepares them to deliver talks of high technicd qudity. Unfortunatdy, the
congant in-flow and outgo of VHB participants has proven a significant obstacle to project goa
accomplishment. Also the new methodology has come somewhat late in the project so that long-
term impact of this change will not be great. 1tismogt likely that program-wide improvementsin
hedlth have not taken place. However, those few women who have stayed with the project over the
span of two or three years have likely changed some key behaviors—one speculates, as much due to
the persona example and enthusiasm of VHB fidd workers as due to the dynamism of hedth talks
themsdlves.

The number of taks givenin FY03 under this new methodology is850 as of June 30, 1,750 in the

last two years. If the high drop-out problem could be solved, the project’ simpact in hedlth could be
dramatic.
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3.0 FINDINGSin MICROFINANCE

Of many indicators in micro-finance that could be tracked based on the project’ s extensive
monitoring system, those that will be discussed are growth in the number of banks and membership,
growth in total loans distributed, arrears, project impact, and operationa sustainability. The
narrative begins however by picking up on the theme of high drop-out rates.

3.1  Member Drop-out

The tota number of dropoutsis the difference between tota current borrowers vs. cumulative
borrowers, 2,911 of 5,084 respectively, tota 42.7%. In fact, the figure may be much worse.
Cdculating the difference between 1,199 active client (6/30/03) and 1,712 current borrowers who
are not active, the Project Manager estimates that no more than 30% of the latter group will return

to the project. Thiswould make the effective drop-out number at least 3,371/5,084, over 66%, a
devadtating figure. If those who return are less than 30%, the percentage will be even higher. In

some months, individua drop-out rates at one bank or another can be as high as 30% a month. This
drop-out rate has affected every one of the indicators reported below. Discussions with colleague
organizations (to be reported below) suggest VHB-Peru is not the only project to be affected.

Project dataas of July 31 show 1,071 active members (128, or 10%, faling out in July alone,) Two
hundred and five of them have remained in the project for four loan cycles or more, 19% of current
active clients, 4% of totd cumulative borrowers.

3.2  Expandoninto Lima

Management has recently taken the decision to expand into the peri-urban areaof Lima. At this
writing, twelve banks are in operation in Limathough there is hope the number will grow. Similar
to adecison taken in Maawi and Guatemaa, management believes portfolio growth may be
achievableif the project works in areas where there is higher demand for loans and higher
absorptive capacity of VHB clients.

3.3 Growthin Number of Banks

The number of project banks has grown steadily throughout the life of the project. While the total

at time of the evauation was 185 total banks formed, only 70 are active. Taking the latter asamore
accurate figure, it represents 87% (effective) achievement of the project god of 80.

34  Growth of Membership

VHB membership has dso grown throughout the life of the project. Development of the numerica
goa was based on the experience in Ecuador which proved an overly optimidtic target. Cumulative
membership is 5,084 (6/30/03) compared to a program goa of 2,160. Asabove, if adjusments are
made for current active members (1,199) and possible returning members (30% X 1712=510) likdy
effective membership will not be more than 1,710, 79% of target.

3.5  Cumulative Loan Didribution

The chart reflects the cumulative loan distributions in hard currency at & 3.35: $1.00 (7/15/03).
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Tota vaueis $ 1.378 million compared to atarget of $ 1.747 million, 79% of godl.
3.6  Current Vdue of Loan Portfolio
In the chart below, the larger bars reflect the end-of-fisca- year vaues of the loan portfolio in hard

currency at § 3.35: $1.00 (7/15/03). Current vaue of the portfolio is $177,688, of atarget of
$405,400, 44% of godl.
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3.7  Totd Member Savings

VHB members are required to save 10% of their loan amounts. Thisis an gppropriate strategy  that
promotes that a the end of the loan cycle awoman will have something left for her effort.
Withdrawals from savings are permitted when amember isleaving the VHB, in case of family
emergency, or to pay off abalance due on the loan. The smdler barsin the chart above showsthe
growth of savings up to the time of the evauation in hard currency. Current savingsis $17,290; the
goa was $262,170, representing 6.6% achievement of god. On thisindex, one can see clearly the
effects of high drop-out rates.

3.8 Inactive Banks

When abank does not pay 100% of its loan within 90 days, it entersa“inactive’” status. This means
the VHB no longer receives hedlth education talks, and that further contacts between HOPE and
VHB are suspended until the loan balanceispaid. At the time of the evaluation, the number of
inactive banksin VHB-Peru was 115 of 185, 62% of the totdl.

3.9  Improved Income
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At the project level, VHB has established an effective tracking system to measure improvementsin
income by collecting economic and household data on each entrant to the VHB during the 1% cycle.
For those who are still active at the close of the 3 loan cycle, the survey is repeated on asample
bass, and the changes are measured. The following table represents those results in Peru as
reported in the Year Three and Y ear Four Annua Reports, with improvement in household
expenditures being taken as a proxy for increased income.

Table 3: Quantitative mprovementsin Household Income

Criterion Year 3 Year 4
(N=87) (N=179)
Percentage increase in household expenditure 7% 11%
Percentage increase in households incomes 18% 5%
Percentage increase househol ds reporting better (37%/57%) (38%/46%)
incomes 35% 17%

These data have been collected in a methodologically sound manner; however they do not show a
clear atrend. For those who remain in the program over severd years, 205 women at the close of
FY 03, improved income may be in the 10%-15% range. In addition, the evduator infers some
gansin income for those FY99-FY 01 clients who remained in the project four cycles but who no
longer participate in the project, another 946 over the life of the project. This inference grows out
of abdlief that women who have been only somewhat successful leave the project, while fully
successful women continue in the project year after year. Thus, income gains for these women have
been estimated less than for the 205. Quantification of this gain has not been attempted.

3.10 Non-quantifiable Impact

Discussions with interviewees selected at random suggested nontquantifiable impacts. The
following persond higtories are the mogt sdient:

a) ElsdaRivera (3" cycle), astart-from-nothing entrepreneur, sdllsfood to farmersin outlying
homesteads. With the extra income she makes using the VHB loan, sheis paying tuition for
her daughter to atend universty.

b) Madrona Diaz Montilla (3 yearsin the program) was having serious financid difficulties
raising her family after her husband' s death. Now, as she says, “thanksto the little bank, I'm
fine” She observed that before there was no possibility to save as dl extramoney went into
the family. She now has S/ 350 ($100) in savings.

) JuanaVillaro Dediurlizza (10" cycle, bank secretary) changes her sales business dightly to
fit the conditions, and now has approximately. S/ 180 ($54) in savings.

d) Sonya Savedra (5™ cycle) makes women's underclothes, using the VVHB loan to purchase the
raw maerids. Her savingsis S/ 500, nearly US$ 150, haf again as much as her |oan.

e) CristinaCampanaAvalo (6" cycle) usesthe VHB loan to provide major maintenance to the
motorized rickshaw she and her husband run. She has done sufficiently well at this business
that she has hopes of buyi n% asecond one in the next year.

f) Fdicita Regaderos Frias (4™ cyde) isafish-sdler in the municipa market of Nueva
Cgamarca, expanding into fish marketing three years ago after having doneit on asmdler
scae from her house. She has dmost $100 in savings and has used the loan to buy a freezer
and other equipment for her fish business.
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During these interviews, severd interviewees dso narrated that the VHB has dlowed severd of
their friends and acquai ntances to escape the clutches of money lenders who charge 20% interest a
month. Though the numbers may not be great, the economic impact on the lives of these women is
surely grest.

3.11 Arrears 30 Days Past Due

Project documentation and micro-finance literature suggest one important way to measure the
soundness of aloan portfolio isto track arrears more than 30 days past due. The project god was
“30 days arrears under 5%"; status at time of evaluation is29%. Two years ago, the project hired a
part-time lawyer to begin taking to court clientsin arrearsto try to lower this high arrearsrate, but
the gtrategy has not proven overly successful, in part because of the part-time nature of the lawyer-
VHB reationship and in part because the individual has been sck some of thetime. Twenty-nine
percent is an alarming and unsupportable rate of arrears.

3.12  Operationd Sustainability

100% operationa sustainability (al costs covered by project income) was another important goa of
the project. Current operationd sustainability at time of the evaluation is 45%. After five years,
thisis quite low.

3.13 Comparative experiences with operationa sustainability

To get an idea of the Targpoto micro-finance context, interviews were held with three colleague
micro-finance NGOs. the Centro de Estudios de Promocion Comuna del Oriente, CEPCO; the
(USAID) PRISMA project; and the Fundacién Manuela Ramos. The experiences of these
entities—mostly colleagues, sometimes competitors—may provide ingght to the difficulties of
achieving operationa sustainahility in rura Peru.

CEPCO isarurd micro-financing entity that began in 1998 with agrant from DFID-UK (for arura
portfolio) and Miséreor-Germany (for an urban portfolio.) It started with a S/ 1 million grant (US$
300 K) and atwo-year subsidy of operationd costs. Phase | of its operations resulted in arate of
arrears of 20%; in Phase |1, it has been able to reduce it to 7%- to-12%. It serves 300 urban clients,
75% women, and 400 rurd ones, 25% women; many of the latter loans are tied to agricultura
production linked to marketing. Severa years ago in order to reduce costs, CEPCO took the
decision to reduce its operations from four zones to one in an attempt to become more competitive.
The urban portion of the portfolio is covering its costs, the rurd, not yet.

PRISMA isa USAID-financed project that began asanationd primary hedth care project that spun
off the micro-credit sector in 1998. At that time, the portfolio was characterized by high desertion
rates and arrears of 40% or more. A dragtic restructuring of the portfolio was required, and millions
of Soles obligations had to be written off.” It currently serves 1,420 loan holders, of atota of 2,200
clients. The Targpoto interviewee was not aware of the current operationd sustainability figure but
thought it might be about 60%; he hopes 100% sustainability might be achieved in the next 15
months.

" Newspaper reports the next day suggested another restructuring may be in process.
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The Manuela Ramos Foundation is a Peruvian NGO with nationa coverage. It began credit
operationsin Targpoto in July 1998. It serves 2,600 women clientsin 130 banks. The Manuela
Ramos Regiond Director finds loan operations in Targpoto complicated by anumber of factors:
high desertion rates (*maybe eight of my 130 banks have their origind membership intact”); one-
third new membersin any given bank; the redity that if two or three good members leave, the bank
crumbles; and any missteps at the beginning means the portfolio isin serious trouble. Manuda
Ramosis the only one of the four NGOs that has achieved operationa sustainability.

Other comments from these knowledgeable informants were interesting:

Over-indebtedness: many clients owe to more than one lender.

The sector suffers from heavy competition from the (Government of Peru) CgaMunicipa
and the Banco de Fomento that have entered with easy credit.

Increased rates of desertion occur with the entrance of the Cgjas Municipales-- credit is
pretty well available in this part of rurd Peru.

In fact, some feel NGO credit cannot compete (or co-exist) with government-sponsored
credit; one NGO has ddiberately stayed out of areas where government credit isavailable
and carefully chosen areas where thereislittle or no competition.

Peru does not have a* culture of repayments;” indeed, some poaliticians actively promote
non-payment for political gain.

A widespread culture of corruption existsin Peru and exposure in the press of high politica
corruption creates a hogtile climate for persond fiscd integrity.

In the Targpoto area, an aggressive campaign of legal action is necessary to convince clients
of the seriousness of repayments. Having the inditutiona image of an NGO makesthis
more difficult.

The biggest micro-financing weskness in Tarapoto is lack of trained personnd; the
methodology (and culture) of communa banks is unknown.

Severd NGOs report having to move into solidarity groups (4 or 5 members) and individud
loans whether they wanted to or not because of the dow rhythm of loan activitiesin the
region.

One NGO attempted to start a new office in 2003 and was forced by lack of demand to close
it amonth later (Y urimaguas where VHB-Peru was dso unsuccessful).

Sdected indicators from those informal interviews are presented in the table below.

Table4: Selected Comparative Indicators of Colleague NGOsin Micro-finance

Index VHB-Peru CEPCO PRISMA M. Ramos
Active Clients 1,199 700 1,420 2,600
Portfolio Sze $178,000 $298,000 $448,000 | $291,000
Average loan size $US $173 $319 $315 $197
Client/ gaff ratio * 173 319 315 197
Reported desertion rate 66% 10% 35% 33%
Reported Arrears 28% 7-12% 14% 0.15%*
Operationd Sustainability * 45% ~76% ~60% 126%

T Active clients/field personnel + supervisors; lower figure = less efficient.

2 Excluding Lima start-up.

3 Previously 8% but in FY 00 eight banks were written off.

4 Tarapoto operations only.
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Key comparisons seem to the following:

VHB-Peru' s active clients are the second-smalest of the group, second only to CEPCO
which has an average loan dmost double that of VHB.

VHB'’s average loan szeisthe smdlest of the group.

VHB'’sdient to saff ratio isthe least efficient of the group—but not dl that distant from
Manuela Ramos.

The last three VHB indicators are the “ show-stoppers.”  drop-out rates, arrears and
operationad sustainability far worse than colleague organizations.

The table suggests that micro-credit in Targpoto does seem a difficult challenge, though not an
insurmountable one.

3.14 Viability of Agriculturd Loans

Onefidd vigt was made to arurd community where VHB is financing subs stence agriculturd
production, Chiricayu. Because thiswas an out-of-schedule visit and because clients interviewed
were native Quechua speskers, the quality of the information was not as high as some other.
Neverthdess, the following finding is worth mention.

In thiswriter's experience, rura, stland-aone financing of basic grain production is not usudly an
economicaly viable proposition. Experience with the Green Revol ution demongtrates thet without
aseries of modern inputs. improved seed, chemicd fertilizers, modern pesticides, modern storage,
and careful marketing, it isvery unusud that basic grain production can generate areturn sufficient
to amortize a 36% loan. The evauator was informed that VHB entered this village to complement
the on-going HOPE Child Surviva program—and in response to villager complaints that they
should be able to receive credit if another HOPE project (VHB) was offering it e sawhere. Hewas
aso informed that VHB activitiesin Chiricayu are linked to a crop-diversfication sudy being
conducted by an agricultura research university, a vauable collaboration. 1n spite of these facts,
the evauator is concerned the economic profitability of basic grain production has not been
adequatdly studied by VHB. If one imputes a cost to labor (which subsistence farmers usudly do
not) thereisared posshility that instead of benefiting farmers with this credit, a subtle de-
capitdization istaking place. Project staff were sengitive to the observation. A cost-benefit
andyssby an agricultura economist seconded from a nearby university could shed further light on
this concern.

3.15 Membership in Targpoto Micro-finance Network

Two years ago, VHB-Peru participated in the formation of a network of micro-finance NGOs
working in creating a Central de Riesgos, aregisiry of loan defaultersin the Targpoto area. The
agreement among these membersiis that no loan applicant who owes money to another member will
be accepted into a second micro-finance activity until thefirgt loan isrepaid. Thisisagood
initiative, and represents a private sector response to the debt-forgiveness attitude prevaent among
Government of Peru lenders. VHB daff dso participate actively in aroundtable of micro-credit
lendersin the Department.

3.16 Ovedl Assessment
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It appears VHB-Peru isin serious financid jeopardy. Uncontrollably high drop-out rates aswell as
high arrears mean that the project isin dire financia shape. Asin the other VHB countries, micro-
finance activities are carefully documented and monitored; but in spite of this the project has not
found away to sem the hemorrhaging of clients. While growth in the number of banks and total
loan disbursement was accomplished to gpproximately 80% of target, impact-oriented god
accomplishment is very low. The current value of the portfolio at 44% of god, member savings &
6.6% of god. The number of inactive banks compared to active banks, and member drop-out
compared to overal membership are both in the 65%- 75% range, serioudy unsustainable.

Increases in some women's income may be aray of sunshinein thisbleak picture. Thereis
evidence to suggest that some gains in income have accrued to women who have participated long-
term in the project, perhaps in the 10%-to-15% range. Unfortunately this cadre of women as of July
31 is 205 people, with another 946 women who have let the project after ayear showing some, but
likely less, improvement inincome. Taking both these groups together represents only 35% of the
goa of 3,300.

Current operationa sustainability is under 50% and to this writer it does not appear achievablein
the foreseeable future. Experience from colleague organizations working in Targpoto leads one to
hypothesize that achieving operationd sustainability in five years in a start-from-scratch operation
was not aredidtic god with start-up capita of only $250,000. More serioudy, aslong as VHB-
Peru continues to “churn” dlients: creeting new banks with afew left-over participants from banks
that have gone into arrears or Sgning up new cdlients with little experience with or commitment to
solidarity loans, operationa sustainability will not be achieved for quite sometime. To be
discussed shortly, the move to Lima does not seem to offer the possibility of quick payoff asin
other VHB countries.
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4.0 MANAGEMENT ISSUES

Management issues with a bearing on the accomplishment of project gods are expenditures,
rotation of staff, saff skills, morae, theratio of dientsto Saff, one new program initiative, and
improved client focus.

4.1  Budget vs Expenditures

The following summary financid information is provided. Verification of these data was beyond
the Scope of Work, thus these figures were provided by HOPE as of July 10, 2003.

Project expenditures for the life of the project will be gpproximately $1.097 million, of an origind
budget of $1.149 million, 96% of budget. Thisisbroken down asfollows.

[John: please check]
- Headquarters support is $25 K, 2%.
Loca personnel costs are approximately $349 K, 31%.
Grant financing is$ 250 K, 23%.
Other direct operating costs are $250 K, 23%.
Indirect cost is $224 K, 21%.

A review of these figures suggests the project isin line with NGO industry standards.
4.2  Expanson: Yurimagussand Lima

In an effort to expand, in October 2000 the project took a decision to open a sub-officein
Yurimaguas. Over the next year, atotd of 40 VHBs were opened and 688 clients were provided
loans. Unfortunately, the credit experience was never very satisfactory here, and in December 2002
the project closed the Y urimaguas operation. At thiswriting, only sporadic repayment of
outstanding obligationsis taking place.

In April 2003, a decison was taken to enter the peri-uban areaof Lima. Similar to decisons taken
in other VHB countries, the expectation is that because of a higher economic potentia of Lima
clients and a greater number of clientsin asmaller geographic concentration, the project coud
become more efficient. At thetime of the evaluation, atotal of 12 banks have been formed with
total membership of 159. Though the decision to enter Limawas researched and arisk-anaysiswas
prepared, the Project Manager indicated the Lima market has proven more complicated, and bank
formation requires more time, than anticipated. Other lessons from the Y urimaguas experience
should be thought through aso as the Lima operations expands.

43 Sehility of saif

The Project Manager position has been saffed by the same person for the life of the grant. The
Hedlth Educator was transferred to the project from HOPE Peru’s Child Surviva project about two-
and-a-hdf yearsago. Of ninefidd gaff, three are newly hired for Lima, three have less than ayear
in VHB, and three have ayear to three years.  Turnover of staff does not appear to be as much an
issue in VHB-Peru as the high turnover of clients. For instance, severd long-running banks have

had the same promoter for multiple loan cycles, thereby strengthening the impact of the hedth
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messages through the strong persond relationship built up between the members and the VHB
Saffer.

4.4 Staff skills and morde

Asdiscussed, skills of most fiedd staff in Hedlth are good, indeed, in severd cases, excdlent. Time
condraints did not permit participation in the credit Sde of the banks vigited but it is possble
sverd fidd gaff have had difficultiesin baing sufficiently “tough” in loan collection.

Staff morae gppears quite high throughout VHB-Peru.
45  Sdf Ratio

One Midterm recommendation was to look at the ratio of field staff to clientsin light of the

proposed VHB standard of 300:1. Currently in VHB-Peru sx fidd gaff (exduding three in Lima)
are servicing 1040 non-Limadierts, aratio of 173:1. Thisis substantidly less than theratio in

other countries during the Midterm (265:1) and the proposed program god. The hedth supervisor
isnot counted in that figure. Plans are underway to release one fied person at the beginning of
October but even then the ratio would be only 208:1. Getting to the program’s proposed ratio in the
Targpoto region would require reducing field staff by half.

It will be noted the staff/dlient ratio in Limais 80:1, not counting the supervisor. Though amore
intendve level of activity is needed in any Sart-up operation, it may be that this ratio of staff to
clients needs to be looked at aso.

46 CgaRurd

VHB-Peru isin the midst of preparing a project proposal for atri- partite agreement with two other
Targpoto entities. Theideaisthat VHB would conduct health education, the Cga Rura would be
in charge of rurd lending, and a private clinic, MaxSaud, would provide hedlth services. If the
proposdl is funded, it would move VHB into new and desirable relationships.

4.7 Client Focus

Inindividud interviews, some women expressed dissatisfaction with severa aspects of VHB
operations. Two frequent comments were the project’ s requirement for repayments every 15 days
even when the woman' s business generates profits only once a month and that the project does not
pay interest on savings. Regarding the former, the project has, indeed, modified its policies on
entering the Limamarket: in Lima, monthly payments are the norm. Regarding the |atter comment,
VHB-Guatemaa was serioudy intrigued by the possihility of paying interest on member savings,
indicating a least in principle that VHB-Peru could consider theideadso. The point of the
paragraph is not to offer this-or-that recommendation but to suggest that in a highly competitive
market, VHB-Peru may have been somewhat dow in adapting its policies to customer needs. It
may be appropriate to begin adjusting VHB policies and procedures to respond to the best of its
clients.
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50 CONCLUSIONS
VHB-Peu is sruggling for survival.

Wonderful accomplishments are taking place in hedth education. With aredesigned curriculum,
high-qudlity ddivery by most fidd staff, and high quality supervision, the hedth talks are ajoy to
observe. The methodology iswell conceived and well executed. Women are having gresat fun and,
ayear into the new curriculum, they are engaged in exciting new learning. The number of taks
givenin FYQ3isimpressve 3179 as of June 30.

The potentia gains from this program shift have not yet been fully redized. VHB-Peru began
implementing Midterm recommendationsin this area in January 2002. With the time required to re-
tool the curriculum, experiment with the new modules, train-up staff, etc., the new methodology is
only 12 monthsold. Coupled with the high drop out rate, though the change in focus is impressive,
the impact of the change on women'’s behavior is not yet widely evident as the project comes to the
end of grant financing.

Measuring impeact in hedlth has proven a frustrating process for VHB-Peru staff. In spite of the best
of intentions, the evauation methodology chosen has meant that widespread program gains that
might be occurring could not be captured in any scientific way. Dueto high client turnover,
program-wide improvements in health do not appear to have taken place.

Persona interviews suggest that subgtantia individual gains may have taken place—for afew
women, world-changing improvements; for anumber of others, substantia improvementsin family
and persond hedth, and sdf-esteem. Numerous interviewees suggested they get their PAP check-
ups regularly, attributing their willingness to do so directly to the project. There were other reports
of VHB participants having been diagnosed in the early stages of uterine cancer who have had their
uteruses removed and are now in good health because of aVHB tak. Though thisis not
widespread program impact, the project certainly has had a life-and- deeth effect on these few.

For those women who stay with the project over the span of two or three years, dightly over 200, it
seems likely important changes in hedth behavior have taken place. Lessimprovement in hedthis
inferred for an additional 950 or <.

The high turnover rate thet is dowing health accomplishments is killing the microfinance side of the
project. “Low-end” estimates put turnover at 66%. High-end estimates (if 30% of those in arrears
do not return) suggest turnover could be 75% or even more. The effects have been fdt in member
participation, formation of stable banks, retaining a stable client base, loan ditribution, loan
repayments, arrears, and operationa sustainability. Project management isfully aware of these
unfortunate facts and has been struggling to dedl with them for years.

The problem is dso fdt by other micro-lenders in the project area. Competition from Government
of Peru lenders with their emphasis on palitica influence rather than on micro-finance disciplines
seems to be akey factor in the picture. Severa colleague comments suggest that an NGO loan
program cannot compete in such an environmen.
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Improved income in the 10-15% range has been demonstrated for 205 clients, somewhat less for
another 946 working on the inference of four-loan-cycles or more participation. Thisisa most
35% of target.

On the other hand, one has to ask whether VHB-Peru has yet identified aviable program strategy to
respond to these conditions. One speculates the project may have been “churning out” new banksto
mest planning targets without |ooking a whether there were better ways of responding to Tarapoto
chdlenges. Ideas that come to mind are the following:

Geographica concentration: e.g., Stay in Targpoto but concentrate al bank operationsin
one province—as one NGO seems to have done. Or decide to work in provinces where
there is no competition from the Government and other NGOs.

Scale down to avery smdl operation and rebuild the portfolio “organicaly.”

Concentrate on the quadlity of individua loan applications and on more intensve individua
client response, as severa NGOs have decided to do.

Subgtantia and continued HOPE HQ financia support will be required to enable this project to
survive. Serious cost-cutting will become necessary everywhere.

Moreover, as VHB becomes the only large-scae project Ieft in the HOPE Peru portfolio,
contributing to Lima head office costs will add a tremendous additiona chdlenge.
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6.0 RECOMMENDATIONS

As grant financing comes to a close, the VHB will come under pressure to reach self-sufficiency.
Thisis probably a good thing but serious chalenges need to be faced.

6.1  Continued HOPE Center Support for VHB Operations

Project HOPE needs to decide whether to continue VHB operation in Peru at the conclusion of the
USAID grant. Thisis not as clear-cut adecison asin the other two VHB countries because the
program has not yet proven itsdf effective. Yet it has the best health component of any. Itisto be
hoped that operationa sustainability will eventualy be achieved, but it is hard to guess when that
might happen. In the meantime, HOPE HQ support of some magnitude will be required in order to
keep the VHB doors open. Asthe evaluator was leaving the country, HOPE HQ had, indeed, taken
this decision for FY 04.

6.2  Creating of aNew Program Strategy

It is recommended that VVHB-Peru give serious study to determining its true program niche in light
of Targpoto conditions. The drop-out rates, the quite high arrears, and the resulting low operationd
sustainability have come about in part because the project has not been able to dow the exodus of
itsclients. Asaresult, the project is congtantly opening new (and untried) banks and promoting
new and untried clients, while older banks and older clients leave. Severd ideasfor further
condderation are the following:

Devise a program response that invests less gaff time in opening alarge number of new
banks and more time in working with old banks that may be struggling. Investigate why
banks are closing in such numbers and try to address those issues.

Devise a program response to work with solidarity groups of four to sx members.

Devise aprogram response to look at the quality of individual loan applications to see
whether enough profit margins exigts in the activities women are proposing

Devise a program response to combine some of the stronger members of a disintegrating
group into a new, strong group rather than letting them disgppear and/or having them dart
over with new untested members.

Devise a program response to scale-down a (somewhat) spread-out operation and
concentrate on one program area, as one colleague NGO hasdone. Or devise aprogram
response to withdraw from most areas where GOP competition (ak.a debt forgiveness) is
contaminating the micro-credit environment.

Devise a program response to reduce the number of fidd staff until the portfolio isable to
support alarger number.

Devise aprogram response to manage the Lima start-up taking into account cost and qudity
implications of long-distance supervison. And devise a program response to reduce the
three sdaried positions in Limawhen the portfolio is only 12 banks.

With only twelve banks active in Lima, it is early to wonder whether the same “churning” that took
place in Targpoto will take place here. In addition, as Limagrows it will be important to learn from
the past. Inany case, quick portfolio growth in an urban context does not seem to hold an
immediate key to success.
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It is obvious that HOPE HQ gtaff, the Peru Country Director, and the VHB Project Manager will
need to give serious thought to these possibilities.

6.3  Improved Adult Education

It isdifficult to recommend any improvementsin Adult Education that VHB-Peru does not aready
have wdl in hand.

The project has benefited greetly from the hiring of an Adult Education specidist and the
sarvices of thisindividua should be continued.

The project has a quite creative, grass-roots Hedth Educator who is providing the necessary
touch of ‘fidd redlity’ to the AE expert’s conceptudization.

Quadlity of the hedlth education is being well monitored through an insrument these two

saff have created. Improvementsin staff performance are being noted based on the use of
thisform and based a feedback loop at the end of each sesson visited by the Hedlth
Educator.

Hedth education materids are being created in an amazing variety a virtuadly no cog.
Clients are delighted at the variety and innovation, and good learning is taking place.

The only recommendation could be “keep up the good work.”
6.4  Improved Hedth Data Collection

Regarding hedth data collection, the recommendeation ratifies the recently taken VHB decisonin
thisregard: Collect data.on hedlth indicators at the start of awoman's career in VHB just asincome
and expenditure data are collected, and measure improvements in health at the close of the 4™ loan
cyclejug asimprovements in income and expenditure are being investigated. Applying the same
methodology to hedlth data collection as to economic and household data should produce good
results.

6.5 Improved Income Data Collection

Regarding income data collection, the recommendation is aso smple. Collect data on income
indicators at the start of awoman's career in VHB and measure improvements at the close of the 4™
loan cycle on all participants—not only on asample. Thiswill diminate much of the guess work

of estimating improved income for long-term participants.

6.6  Cog Cutting
Serious cogt cutting is necessary in dl parts of the project via

Reduced gaffing

Reduced adminigtrative, secretarid and MIS support

Reduced Tarapoto office Sze and smaler indtitutiond “footprint”
Limafied operations made more codt efficient

Reduced Lima head office support

Reduced Indirect HOPE HQ.
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It isto be hoped these measure will be enough to keep the project alive. Thereismuchto belogtin
high qudity hedth if this project disappears.
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