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Evaluation Questions
1.1  Evaluation Profile Sheet
PV O name and Cooperative Agreement Number

Pro Mujer (Programs for Women), Inc.
FAO-A-00-99-00056-00

Country Program Sites and Names of Principa Partners
Peru — Pro Mujer Peru (PMP)
Bdlivia— Pro Mujer Bolivia (PMB)
Nicaragua— Pro Mujer Nicaragua (PMN)

Duration of Grant (Month/Y ear)

September 1999 to September 2002

On August 2, 2002, a one-year no-cost extension was requested to extend the project to
September 2003 to complete the implementation of the MIS system, to complete the process of
edtablishing aloca NGO in Peru, and to begin the process for establishing alocad NGO in
Nicaragua.

On June 19, 2003, a second extension was requested for three months, to December 2003 to
complete the find evauation of the Matching Grant (MG) and full debriefing of the findings with
USAID/PVC and PMI
Beneficiary Populations (includes borrowers and savers):
As of June 30, 2003:
PMB: 34,973
PMN: 11,096
PMP: 15,946

PV C-PM match totals ($) and PV C-PM match funds disbursed to date ($):

Budget Actual
Expenditures (as of
12/31/02)
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USAID 1,500,000 1,337,760
PM 1,500,000 1,486,465

Date DIP was first approved by PV C and changes made to DIP:
Approved: April 2000
Changes. none

Evduation Start Date (begin implementation of SOW) and End Date (submission of find report to
PVC)

Start: July 30, 2003

End: No later than December 31, 2003, including acceptance by USAID/PVC and debriefing

1.2  Summary of Conclusonsand Recommendations
Provide a summary of the evaluation’s main conclusions and recommendations.

Pro Mujer (PM) has had condderable successin implementing its MG program, particularly in Peru. It
has surpassed most of its targets, evolving from a two-country program at the beginning of the grant
period into afour program network reaching over 75,000 clients. PM maintains talented and
committed staff and Board of Director (BOD) membership at both the international and country level.
Thisfact, dong with strong marketing and fund raising capabilities, has been fundamentd to the success
the network has had to date. Currently, PM has sgnificant momentum and organizational experience;
however, there are severd steps that PM must take in order to harness this momentum and experience
into an efficient network capable of scaing-up and replicating its success. Necessary steps include:

1. Pro Mujer International (PMI)" must address and clarify the network/affiliate relationship. They
should evduate various existing models, such as Women's World Banking (locd autonomous
organizations) or FINCA (tightly controlled affiliates). PM’s current organizationd form and
management practices gpply various e ements of each of these structures in different ways acrossthe
country programs. This hasled to confusion regarding leadership, management and reporting
responsbilities within the network. Though thereis an affiliate agreement in place, clearer definitions are
needed, in particular, of the roles of country directors, Executive Directors, and loca and PMI BODs.
For example, the affiliate agreement does not clarify the reporting relationships nor who is responsible
for evaluating the country directors. Clarifying the reporting and oversight responsibilities should include
goprova and implementation of the internd audit system.

1 Itisimportant to clarify the structure of PMI to establish the correct context for the following comments. PMI is
legally responsible for all of the country programsin the network. PMN and PMB are branches that report directly to
the PMI BOD. PMP and PMM have local BODs, but they are each controlled by a two-person assembly, which has
the right to remove or replace the local BOD. The assembly is made up of one member from the PMI BOD, and one
person appointed by the PMI BOD. Thus, the ultimate control lays with the assembly, hence the PMI BOD, for the
PMM and PMP programs as well.
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2. PMI has an active and talented BOD that should examine ways to strengthen the leadership and skills
for moving the network forward in its growth and new stage of development. The current Executive
Directors are both so deeply involved in daily management responsbilities thet thereislittle time for
drategic planning and vison for the growth of the network.

3. PM is shifting its culture from that of a‘family owned business to that of an indtitution with
organizationa needs for forma supervison and backstopping. The MG came a a critica time to begin
this“inditutiondization” of PM. PM should develop a management structure that can survive without
relying too heavily on key founders or stakeholders.

4. A participatory planning process must be designed that enables the entire network to envison long-
term godls, and to develop an actionable srategic plan. This plan should guide programmatic and
operationa decision-making and fidd-program annua plans and budgets.

5. PM should develop along-term strategy for non-credit servicesin its programs. While it is likely that
these services will attract private partners and/or foundation sponsors, the network should develop a
long-term dtrategy for these services and consider whether such services are best provided through
different legd entities.

6. PM must address the lack of documentation of network policies and procedures. A systematic effort
to define and document the PM program is critica for implementing new programs and facilitating PMI
overdgght and support of field programs.

Findly, PM must increase investment in two key resources:
7. The MIS needs of the network must be assessed and fulfilled.

8. PMI should systematize and expand its support and training for seff a the field and PMI office levels
to invest in and retain the taented staff which has been so valuable to the success of the network.

1.3  Program Background

PM isan international women’s development organi zation, founded in 1990 to empower women to
improve their socid and economic status. PM accomplishes this by establishing sustainable
microfinance indtitutions that provide the credit and training in business development that women need to
improve their small businesses and increase their incomes. PM aso provides hedth education and links
women and their families to health services. In 1999 when the MG was awarded, PM had operationsin
Boaliviaand Nicaragua and was serving atota of 26,100 clients with aloan portfolio of $2.5 million.



PM received aMG of $1.5 million from USAID in order to:

1. drengthen PM’sfinancid, managerid, technica and andytica capacity to develop and manage
field operationsin Bolivia, Peru and Nicaragua;

edablish a sustainable microfinance organizaion in Peru;

increase women' s access to credit in three countries,

increase the slf-sufficiency of the credit programs in three countries;

develop a new management information system.

a b owdN

PM’s match to USAID’ s funding was $1.5 million.

14

Program Effectiveness

1.4.1 Program Model or Approach for PM

Briefly describe the program’'s general approach/model(s) and hypotheses; determine if the
hypotheses and assumptions under-pinning the program model were sound.

PM has been developed in Latin America FOR Latin America— Thisis a strength of PM in thet the
programs are tailored to loca conditions and redlities.

PM isfocused on serving women: Women are datigticdly poorer and more vulnerable throughout
Central and South America. PM has been successful in serving this clientele not only with
microcredit, but o in terms of the non-financid integrated services that are available to the PM
clients— namdy hedth education.

PM does not have a standardized operating system. Thisisaweaknessin the sense that programs
during the start up phase have to duplicate efforts of other programs when developing standard
operating procedures. It would be worthwhile to have a manua with PM’s generd principles,
policies, procedures, and basi ¢ products/systems that could be adapted by each new country
program to the local conditions or modified based on lessons learned in other programs.

PM has aflexible program structure and methodology; each country program has had a different
beginning, mission, products, and governance structure. This adaptability is a strength when
operating in different cultural and economic environments. It would be more effective if PMI
documented the difference in mode s to enhance laterd learning and network development.

PM has a‘ support and coordination office’ (PMI office) indtead of a‘headquarters to work with
and provide support to country programs. Thisis astrength of PM in that overhead costs are kept
low. The PMI office has been remarkably successful a servicing the country programswith asmall
and extremdy dedicated staff and Executive Director. The office and sdlaries are modest as well.
Thereisatrue commitment to kegping back office expenses to aminimum.



1.4.2 Achievement of Objectives

NOTE: During the preparatory meeting on July 30, 2003 with PVC, all parties agreed that
Sections 1.4.2 to 1.5.6 will bereported on a country-by-country basis, asthisfacilitatesreport

writing and presentation.

Theorder of reporting will be:

1. ProMujer Peru

2. ProMujer Bolivia

3. ProMujer Nicaragua
4. ProMujer International

It was agreed that PMP and PM1 would have in-depth reporting, whereas PMB and PMN
would primarily report on indicators and the M1 S system.

1. ProMujer Peru

1.4.2.1 PMP Achievement of Objectives

This section should identify the program objectives and assess progress made to date toward
achieving each major objective defined in the DIP, for PMI and each country program.

Program Objectives

Strengths

W eaknesses

1. Esablish alocd MFI

Localy incorporated association
with taented loca BOD

Leading MF in Puno market

Recognized nationdly asaleading
NGO in microfinance

Motivated staff

High operationd sdf-aufficiency

Untrained loca BOD

Unclear roles of PMI and
PMP BOD

Uncertain access to future
funding

Unclear strategy for long-
term expansion

2. Implement credit
program

Village Banking product widdy
accepted

New products popular

No ddlinquency at PMP level2

Effective management of rapid
growth

Integrated approach to client
services popular with dients

Effective linkages with other

Inadequate MIS
Dependence on subsidies
for non-credit services

2 While some delinquency exists within Asociaciones Comunales (ACs), the ACsare all current in their paymentsto

PMP.
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service providers

1.4.2.1.1 Changes made since the DIP

On February 3, 2003, Lori Pommerenke sent an approval to Lynne Patterson of

ProMujer to confirm that their request to extend the implementation period for the USAID/PVC
Matching Grant (#FAO-A-00-99-00056-00) had been approved by the USAID procurement division.
The new grant ending date was 9/26/03.

A budget redllocation request, dated 23 Sept. 2002, was a so approved by USAID. This request
reallocated $26,380 from sdaries to other direct costs for the Peru portion of the program and to
redllocate $16,563 from consultants to travel for the headquarters portion of the program.

1.4.2.1.2 Results

Assess progress toward each major objective. Provide evidence, criteria for judgment and cite
data sources.

Objective 1. Egtablish alocal MFI

PMP has successfully completed this objective. The indicators measure steps towards the
establishment of legd status for PMP and the creation of alocal governing body, which have both been
completed. In fact, PMP singitutiona development has exceeded these initid gods: Itisfirmly
established in its markets as amgor microfinance indtitution and is recognized nationaly as aleading
microfinance NGO. At the sametime, PMI’s strategy for using itslega status and local BOD to govern
PMPisunclear. Itisnot yet clear to PMP s management or the BOD wheat the roles and
responsbilities of PMI and the loca BOD are.

Indicators

Board of Directors. PMP was established in April 2002 and registered in the public regigtry of
Limain July 2002 and recognized by the Peruvian Internationa Cooperation Agency (APCI) in
October of the sameyear. The BOD conducted itsfirst meeting on the first day. A second meeting
was conducted in January 2003 and the third meeting was conducted in September 2003.

Written By-laws By-laws were completed in April 2002 (Constitucion de Asociacion Civil Sin
Fines de Lucro). The by-laws provide for the creation of anon-profit association, called Pro
Mujer Peru, and specify its activities and governing structure. 1t should be noted that according to
the by-laws, PMP' s governing structure consists of three bodies. an assembly, aBOD and an
executive committee. Find authority is held by the assembly which currently consists of two
associates, PMI and the former Chairperson of PMI, Rosemary Werrett.
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Legal statusaslocal NGO. PMPisregistered as an Asociacion Civil, a non-profit organization
in the public registry of Limain July 2002 and recognized by APCI in October 2002.

Strategic and financial plans. PMP developed a strategic plan following best practices. It dso
has an annua operating plan and budget for 2003.

Form a National Advisory Committee with 7 members by 31 December 2002. PMI utilized
three persons as an advisory committee prior to forming aBOD and a different three persons who
assigted in the decision-making to form aloca association.®> While these persons did not function as
aunified committee, collectively they provided guidance to PMP on key issues.

Activities

|dentify and train BOD members. PMI identified BOD members who are named in the by-laws.
There has been no training for BOD members.

Formlocal BOD. The BOD has been formed, consisting of eight persons, six of whom are
Peruvian.”

Write by-laws. Seethe above indicator.

Apply for legal status aslocal NGO. Seethe aboveindicator.

Carry out strategic and financial planning. With the assistance of a consultant, PMP conducted
a grategic planning workshop and completed afour-year strategic plan using best practice
techniques. PMP aso has an annud operating plan and an annua operating budget.

Objective2:  Implement Credit Program

PMP has been very successful in establishing its credit program, surpassing dl indicators proposed in
the DIP.

Indicators

% According to the National Director, some issues addressed by the National Advisory Committee were market
information in Tacna, drafting by-laws, legal advice on an act of fraud, and facilitating some technical assistance with
PMB. The committee did not act aunified body, rather as expert consultants. Those consultants were Victor Miguel
Moises Marroquin Merinon, Jacinta Hamann de Vivero, MarcelaMariadel Carmen Velasco de Torrez, Guillermo
Castefieda Echegaray, and Lynne Patterson.
* Lynne Patterson, Susan Mariade la Puente Wiese, Victor Miguel Moises Marroquin Merinon, Jacinta Hamann de
Vivero, MarcelaMariadel Carmen Velasco de Torrez, Guillermo Castefieda Echegaray, Eduardo Enrique V asquez
Huaman, Gerardo Pejerrey Piedra
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Results are shown as of December 2002 and June 2003, respectively.

Target As of Dec. 2002 Asof June 2003
7,100 clients 12,483 active clients 15,946 active clients
284 banks® 521 active ACs 654 active ACs
$715,000 portfolio $1.27mm gross loan portfolio $1.64mm gross loan portfolio
$240,000 income $475,000 financid income $341,000 financia income for
firg 9x months
87% Operational Self- 134.7% 158.6%

sufficiency

Clientswill savethe
equivalent of 20% of their
current loan.

Client savings reached 49% of the
gross loan portfolio

Client savings reached 44% of
gross loan portfolio

Adapt program
methodology to needs of
Peruvian clients: training
manualsfor clientsrevised
and adjusted for Peruvian

program.

PMP incorporated several changes
to the methodology. The policies
are incorporated into the PMP
operations manua and the standard
AC training. For adescription of
changes, see pages 16-19.

Note: While the term “dient” was not clearly defined in Table 1 of the DIP, for the purpose of this
report the term includes al program participants with aloan outstanding, excluding write- offs,
Participants who maintain savingsin their community banks but who do not have outstanding loans were

not counted as active clients.

Activities

Recruit and organize 8 groups of 25-30 women each month. Since it began lending, PMP
has recruited and organized an average of 17 ACs per month as of December 2002. This has
dowed dightly to 16 ACs as of June 2003.
Provide pre-credit training to all groups. As part of its methodology, PMP provides 8
training sessons of two hours each to new ACs. PMP uses the guide Destrezas basicas en
negocios 1 and Asociaciones Comunales, developed for PMB. Traning includes moduleson
the form and function of ACs, the importance of the solidarity guarantee, and exercises for
determining the gppropriate loan Size and the capecity to repay (using cash flow). New
members joining exigting groups have five training sessions and are required to attend the fina
two AC mestings of aloan cycle.
Supervise loan repayment and saving weekly or bi monthly. ACs are required to meet

weekly (cycles 1-3) or bi-weekly (an option beginning in cycle 4). All meetings are conducted
by the AC committee and are supervised by a Promoter. Central Focd (CF) Managers attend

®A “bank” refersto avillage bank, or AC
12



or assist in AC meetings as needed, including important meetings (disbursements and find
payments). During the meetings, the role of the Promoter isto ensure that AC policies and
procedures are being followed and to encourage ACsto find solutions to any problemswith
members.

Ongoing staff training of existing and newly hired staff. If possible, staff are hired and
trained in groups. New recruits are given an overview of the inditution, including its misson and
objectives, aswell as three sessons on palicies and procedures. Potentia new Promoters
spend two weeks, without pay, working with a current Promoter. After the two-week period,
the gpplicant is reviewed by the CF Manager and Supervisor and is then offered a position
(with 3 month probation period). Continuing education for saff is ad hoc, including generd
workshops to promote staff unity or on specific topics related to new products or product
changes.

1.4.3.1 PMP Lessons Learned and Observations

I dentify major successes, challenges and constraints in achieving each objective. A summary of
the program’s DIP resultsisin Annex B.

Assess if the main strategies and activities employed to achieve results wer e effective

PMP has been successful in achieving its objectives to develop alocdly incorporated, high quaity MFI
that isamarket leeder in Puno.  While the indicators for the first objective (establishing aloca MFI)
focus on lega and governance issues, the eva uation team recognizes that the development of a strong
ingtitution aso requires staffing, infrastructure, technology, and market presence. In each of these aress,
PMP has exceeded the expectations of the MG. PMP has qualified and experienced management, a
highly motivated and disciplined saff, a network of CFswith back office administrative support, a
widely accepted product, and a dominant position in its chosen market. 1t has also exceeded
expectations in terms of achieving the second objective of implementing a credit program. PMP's
implementation of the village banking technology has been successful in achieving rapid growth among
very low-income women while maintaining avery high qudity portfolio. Asthe indicators show, PMP
has added over 500 clients per month, maintained 0% ddinquency by ACS, and hed afairly high dient
retention rate of gpproximately 80%’.

PMI’s gtrategy for implementing a credit program in Peru has worked well. Firgt, the geographic
proximity and cultural smilarity of PMP to PMB alowed PMP to establish itself quickly using a tested
methodology. Second, the decision to permit product modifications (as discussed in section, 1.4.4.1.2

5 Pro Muijer lendsto the ACs and does not track delinquency between the clients.
7 Based on the formula End of Period Clients/ (Beginning of Period Clients + New Clients added during period). The
six month period of January to June, 2003 showed a retention rate of 86%. It was impossible to calculate the retention
rate for 2002 due to incorrect client information calculated by the MIS. This does not take into account clients who
withdraw and then return, which might increase this retention rate.
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New Tools, Guidance or Sandards, page 16) provided more efficient service provison and amore
attractive product to clients. The use of the CFs has been efficient and has alowed for more control
over credit activities. Findly, anecdotal evidence suggest that the decision to provide integrated
services, bundling heath and business training with credit, has enhanced client loyaty. PMPisinthe
process of finishing an impact evauation and implementing a st of tools to measure client satisfaction,
both of which will better determine the value of the integrated servicesto clients. It isaso clear that
PM’s dsrategy to create loca capacity by bringing training and technology from the network (primarily
PMB) has served PMP well. PMP management has experienced some frudtration with the frequency
and the rdliability of this assstance, but it isfair to say that PMP s early development owes much to the
expertise of the PM network.

The success of the Strategy to create alocaly incorporated MFI with aloca BOD isnot asclear. It is
likely that locd status will (and has) helped PMP secure funding from both locdl and internationd
sources. Itiswdl known that donors prefer to lend and grant money to locd inditutions. In terms of
governance, PMP slocd BOD members are qudified and have significant expertise in banking, finance
and legd issues. However, since its nomination, the BOD has not performed most of the duties
assgned toit inthe by-laws. It has not performed the traditiona duties of a BOD, such as evauating
the Nationa Director, approving annua operating plans and budgets, selecting and overseeing the work
of the externa auditor, or performing or overseeing internd audit functions. The BOD members have
not received training, and an interview with the President confirmed that members are waiting for clearer
guidance on which activities they should undertake. Most of the members of the BOD do not have a
sgnificant understanding of the operations of PMP. Even with training, it is doubtful that their busy
schedules will permit them to perform the required performance monitoring duties. Thisis more likely
because the BOD knowsthat PMI is dready acting as a governing body, requiring reports and
providing feedback® In short, it is not clear what is the true purpose (or advantage) of creating alocal
BOD.

Discuss the impact of the program on target population

PMP was one of the first poverty lendersin the state of Puno. The mgority of the dlients interviewed
stated that they had not had access to credit before joining PMP.  The mgority stated that they joined
PMP becauseit did not require the same amount of paperwork or collateral as the commercid banks
and locd savings and loan indtitutions (CgaMunicipaes). At present, PMP serves over 15,000 clients
with an average disbursed loan size of gpproximately US$100. While the industry recognizes that 1oan
dzeisnot an accurate measure of poverty, it isfar to say that the type of client willing to participate in
weekly meetings and obligatory savingsis most likely a dlient that does not have sufficient assetsto
receive commercia credit.

PMP conducted a basdline study of its clients and a group of non-clientsin 2001. It is currently
updating this study to determine what impact, if any, its programs have had on the income, assets, and

8 Thisimpression was confirmed by discussions with the President, National Director, and staff members of PMI.
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other qudify of life indicators of its clients compared to non-clients. Early results indicate that the
athough dients and non-clients aike have experienced afdl in annua income over the past two years,
the decline for PMP dient families has been gpproximately 6% as compared to 21% for the non-dlient
control group. Similarly, PMP clients had fewer of their children working to support the family than
non-clients. Another preiminary finding isthat clients have increased their expenditures for business and
for household consumption over the past two years and their level of savingsis higher than that of non
clients. Findly, thereis early evidence to suggest that these improvements gppear to be greatest among
single mothers participating in the program.®

Interviews with clients confirmed that the mgority felt that they were better off than before their
participation with PMP. While few could quantify thisin terms of income or assets, many expressed
having a stronger sense of security as aresult of having access to credit, savings, and the support of their
AC.

1.4.4.1 PMP Cross-Cutting I ssues
1.4.4.1.1 Partnerships:

Assess the status and outcomes of PMI’ s partner ships with local organizations, NGOs, networks,
businesses or intermediate support organizations:

PM Network

Assess the effectiveness of PM’ s approach to building in-country partnerships. Identify the key
elements that contributed to success as well as key challenges.

PM’ s gpproach to partnership in Peru was to create alocal organization rather than partner with an
exiging NGO. PMP began as aregistered branch of PMI. PMI used its network, primarily its
materials and personnel from PMB, to train new Peruvian gaff in lending methodology, accounting,
financid management, and personnel management.  Although the PM network did not provide a
complete operating system of manuds, forms, and MIS, it provided enough materids and sysems from
PMB to alow PMP to achieve early success. PMI dso placed afull time expatriate, with training from
PMN, as Nationa Director for two years. this was a key eement to PMP s ability to start operations
quickly. Other key aspects of the partnership included personnel exchanges, on-Stetraining, and
gpecidized internationd technica assstance from the PM network. Findly, PMP has received
sgnificant financid support from PMI. Thisincludes not only the MG funds, but dso aloan of
$625,000 that has been necessary to fund growth.

In generad, PMP has been very satisfied with its rdationship with PMI. If anything, it has cometo
depend too much on PMI asits primary source of technical assistance and support. But this

° Based on an interview with Demecia Mamani Benigue, Coordinator of Research.
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dependence has not been without its problems. PMP expressed concern with the significant changein
the personnd of PMI, especidly up until the end of 2001. It is not aways transparent to whom at PMI
they should direct which requests. Up until recently, PMP lacked guidelines on the rights and
respongbilities of the members of the PM network. The Nationa Director recently received a copy of
an affiliation agreement (in English) which highlights the obligations of PM1 and PMP, but it has not been
sgned. Only inthe past few months has PMI done a survey of its affiliates to determine what their
greatest needs and concerns are. Thereis aso concern among some affiliates that the network isnot a
network of equals, namely that PMB has specid rights'®. PMP isrequired to pay afee for any technical
assgance it receives (or any vigt to) PMB and that such assstanceis aso made avallableto PMP's
competitors for afee.™ Exchanges between other affiliates are free (that is to say, at the expense of the
vidtor).” Initidly, this made more sense when PMB was the primary source of operating systems.
However, now PMP istraining PMB on seasond |oans and other adaptations. PMP aso expressed
concern that it lacks performance information on other PM effiliates.

PMI dso directed the locd incorporation of PMP as an association and selected aBOD. The
edtablishment of aloca NGO with alocad BOD has not significantly changed the relationship between
PMI and PMP thusfar. PMP has expressed some frustration over the inactivity of the BOD and
anxiety over the future role the BOD may play. The nature of the partnership is currently in trangtion
and it isnot clear how PMI and PMP s relationship shdl change.

Identify local partners and cite changesin local partners’ institutional capacities that occurred
as a result of the program partner ships.

PMPisthe only loca partner of PMI. As noted above, PMP was created by PMI which developed it
using the resources for the PM network, primarily PMB. The PMI office and the PM network are the
preeminent influences on PMP.  With the assistance of afull time expatriate Nationa Director, PMP
transplanted the lending methodology and credit operational systems from PMB. These were adapted
(and continue to be adapted) by loca staff to address the Peruvian environment.

PMB provided the credit manuas and methodology, the MIS system, and training on accounting. As
noted in the annua reports, targeted technica ass stance has hel ped to develop PMP s product line and
ingtitutional capacity. PMI’s Financid Advisor, Nancy Natilson, provided guidance on setting interest
rates, performance monitoring, and developing the seasond |oan product. Outside consultants funded
by Ford Foundation and Summit provided assistance in conducting the impact study and a consultant
funded by COPEME asssted in reviewing internd controls

1% Based on conversations with the PMP National Director and the Operations Manager of PMM.
11 According to the PMP National Director, ADRA Peru paid PMB to receive training in village banking before PMP
began operations. Now ADRA competes against PMP in Puno and Juliaca using the same methodol ogy.
12 At the time of the Peru visit, the current system for technical assistance was not yet in place. At the Country
Directors conference in September 2003, the directors and the PMI staff devel oped an equitable system for technical
assistance where all countries are responsible for paying for assistance received. Agreements are made between the
countries and coordinated by the Operations Officer
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| dentify outcomes of program links with any coalitions, networks or associations; and

discussif local partnerships are mutually satisfactory and beneficial. Identify and discuss major
constraints to developing durable and productive partnerships. (See Partnership Table in Annex
C).

One of PMP s drategic objectivesis to take advantage of other service providersto increase services
to PMP clients, primarily in the areas of hedlth, legal and business support. PMP has negotiated
numerous forma and informa partnerships with governmenta and non-governmenta agencies, aswell
as with private companies and individuas to provide quality servicesto PMP clients. PMP s drategy is
to assg clientsin accessing servicesthat are aready available and, in some cases, negotiate a lower
codt on their behdf. In addition, PMPisinvolved in working with the providers to improve the quaity
and gppropriateness of the services provided, particularly hedth services. Some examples are the
fallowing:

Plan Fami. One of the strongest partnerships is with Plan Fami, aloca NGO that provides hedlth
services to women on afee basis. PMP has negotiated an agreement with Plan Fami for them to
provide medical and denta servicesto their clients at areduced rate. Plan Fami holds a 1-2 day hedlth
fair in each CF once per month. Clients may pay for services such as a PAP smear, tooth extraction,
blood test, and eye exams for afee of S5-10 ($1.75-3.50). PMP s Health Promoters explain the
importance of the tests, exams, and sarvices offered during regular hedth trainings.  Interviews with both
Plan Fami and PMP indicate that both are very satisfied with the arrangement and both intend to renew
the agreement when it expires a the end of thisyear. For Plan Fami, it provides access to a significant
number of clients. Thisvolume alowsthem to offer services a alower cost. For PMP, it helps fulfill
their objective of providing integrated services to clients with afocus on hedth.

Universidad Andina Nestor. Seven graduates of the law school provide one training per week on
legd issues related to family violence, leaving the home, and relations with family members. Based on
the requests of the Hedlth Promoters, they provide consultations with clients (256 to date).

Universidad Nacional de Altiplano. Students work as interns with the business devel opment services
areato provide training to clientsin the use of credit, business kills, and marketing. This complements
the hands-on technical training and consulting provided by the PMP business promoters.

Day Care. PMP patnerswith individua day care providers. These trained teachers provide full-time
and part-time day care in the CFs. PMP provides the space and promotes the service to clients and the
teacher providestheir time and materids. Day care providers are paid directly by clientsfor this
sarvice.

In generd, the qudity of the partners work isfairly good, but dmost al partners have required some
training and encouragement by PMP to improve their performance. PMP s experience isthat partners
do not maintain the same high stlandards of discipline and reliability. Partners don't fully recognize that
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PMP s success depends on fulfilling its promises to dients to be on time, prepared, and respectful of the
client’stime. PMP s chdlenge going forward is to structure and support partnerships so that they will
reflect PMP s high indtitutiond qudity Sandards.

1.4.4.1.2 New Tools, Guidance Or Sandards:

| dentify if new tools/guidance, approaches, or program standards were devel oped under this
program. Assess if these tools, approaches etc. were effective and merit broader distribution or
application.

PMP has introduced a number of changes to the village banking methodology practiced by other PM
country programs (see a description of these changes below). In addition, they have created new
products (seasond |oans, school 1oans) which can be replicated by other PM country programs. PMP
has aready hosted staff from other PM programs to observe these new approaches and products, and
Pro Mujer Mexico (PMM) has adopted a number of the PMP practices.

PMP is committed to providing integrated services. Although the primary product is credit, PMPis
committed to a holistic approach to women’ s development. This approach isreflected in PMP's
organizationd sructure that includes a department for credit, hedth, and business development. This
drategy goes againg the current trend in the microfinance industry to separate credit and non-credit
sarvices. In addition, PMP does not charge clients directly for hedth and business development
services, athough the partner organizations may (and usualy do) require afee for sarvices™® To
minimize the cost of thisintegrated approach and to keep non-credit servicesfinancialy separate from
credit operations, PMP seeks distinct donor support for non-credit services. It also seeks out partners
to provide these services rather than building interna capacity. Inthelocd environment, this Strategy
has worked well to attract and retain clients, and may provide an example to other microfinance NGOs.

However, this success is contingent on PMP slocation in urban aress that have anumber of high
quality service providers focusng on the same population. PMP isdso working with a clientele that
traditionaly supports highly responsible and active women. Thelack of amilar conditions may limit the
replicability of PMP s modd elsewhere.

An important operationa approach is the use of CFs as a“ one-stop shop” for services. PMP s CFs
have become more than just |oan production offices. They aso act as community centersfor PMP's
members. Members can access training, health services, day care, and other specidized servicesin the
centers, dl of which are either provided or arranged by PMP. In return, PMP has asked members to
pay the rent of the CFs. Each member pays 50¢ per month which is used to cover the costs of renting
and maintaining the CF.  This gpproach is most effective in urban areas, but might be considered on a
lesser scalein peri-urban centers.

13 To clarify, PMP employs a health coordinator for nearly every CF. These coordinators are not paid by clients for
the counseling they provide or for providing the linkages to other services. Thiscost isborn by PMP and paid out
of grants.
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What changes to the methodol ogy were made at PMP that were successful/unsuccessful which
could be applied in other PM programs or other village banking programs?

From the beginning, PMP used a modified village banking methodology that diminated interna account
lending. Traditiondly, ACs are required to save and have the option to use the accumulated savingsto
make internal loansto AC members. Thisinterna account lending is managed by the membership and
in theory, eventudly leads to a self-financing savings and loan group.  Experience in many village
programs has shown that the management of the internd account is often a cause of sgnificant problems
that lead to the erosion of group solidarity.

Modifications to the internal account. At PMP, the internd account consists of the obligatory and
voluntary savings of members, interest earned on those savings, and any other fees or duties collected
by ACs. PMP diminated the option of using the internd account for lending and instead requires ACs
to place these funds on deposit with aloca bank. These bank accounts require two signatures, one of
which must be aPMP Promoter. Members are only alowed to access the internal account at the end
of aloan cyde!® In PMP s opinion, the dimination of internal account loans has greatly reduced the
management strain on ACs and the corresponding problems with group solidarity. It aso reducesthe
amount of time required for promotersto facilitate payments, as ACs do not have to manage loan
payments between the AC and its members. This alows promoters to manage more groups.

Theinternal account serves the dua purpose of providing members with secure savings and being a
guarantee againg default. In many village banking programs, members come to rdy on theinternd
account to cover the payment of delinquent members or to make fina payments. In the case of PMP,
the internal account may not be used to cover the ddinquency of members or for find payments. This
enforces discipline on ACsto collect from al members, regardiess of payment amount. It also
eliminates the problem of using the savings of members who repay in full to subsdize defaulting
borrowers.

PMP has aso modified the savings requirement so that after the fifth cycle, members are dlowed to
withdraw much of their obligatory savings. From that point on, they are required to maintain savings
equivaent to 20% of the loan amount. PMP s basdine study revealed client dissatisfaction with the
previous cumulative savings requirement. As ACs mature, the ratio of loans to accumulated savings
declines, and members see a greater advantage in withdrawing their savings and leaving the AC. To
address this, PMP identified the cycle in which the loan/savings ratio became undesirable and reduced
the savings requirement to a 20% compensating balance.

Linkages with local service providers. PMP has effectively linked with loca hedlth, education, and
business service providers to provide access to additional servicesto clients at lower cost to both the
clientsand PMP. As noted above, PMP primarily operates in urban areas where these providers are

14 Members are all owed to withdraw voluntary savings prior to the end of the cycle.
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located.

Assess the new products that were developed by PMP (seasonal loans and educational loans) to
evaluate whether these new products are meeting client needs; how have these products been
received by clients? Hasthe transfer of knowledge about the seasonal loan product to PMB
been successful and has PMB introduced these new products?

Seasonal Loans. At the beginning of the fourth cycle (gpproximately one year), membersin good
standing may request a second short-term loan for seasona needs. Within an AC, members wishing to
receive an additiond |oan form specia solidarity groups to guarantee the loans. The AC must then
gpprove the new group’sloan. Loans arefor one or two months with monthly payments of principa
and interest. The seasona |oans are popular, accounting for 10-20% of the loan portfolio. Inthe
holiday season, disbursements of seasona |oans exceed those of regular loans. Thusfar, thereisno
delinquency on seasona |oans nor have they caused any apparent disruption of AC solidarity. While
this type of loan is not unique to PMP, it has proven to be a successful innovation that could be
replicated esewhere. 1t dso helpsto offset the reduction of liquidity for the clients caused by the
elimination of interna account loans (see above).

Educational Loans. In March and April 2003, PMP conducted a pilot test of educationa loans. The
purpose of the loan isto provide asmall sum (PS50-200) to existing clients to purchase books and
uniforms and to pay registration fees for their children’s school. Requirements are very smilar to
seasond |oans but they are only offered during the beginning of the semegter. Clients may not have a
seasona |oan and an educationa oan at the sametime. While the pilot was a success, some challenges
included thelow loan ceiling and the limit on the number of children that can be supported (maximum 2).
Members aso expressed interest in borrowing on behdf of other family members, such as nieces and
nephews. Also, PMPis ill determining away to verify that funds are used for scholastic purposes.

What are the key criteria of PM’s methodol ogy, as applied in PMP, which contribute to success
(as measured by 0% delinquency, scale of operations, self-sufficiency and efficiency)?

A focus group conducted with Promoters revealed a number of key successfactors. Firgt, the
methodology is systematic and requires significant discipline. This has dlowed for rgpid replication of
ACswithout ddinquency. Thisincludesthe use of the solidarity guarantee. Theloca culture, especidly
among women, is aso very disciplined and the product has been widely accepted. Thisisnot surprisng
consdering that the ethnic groups served in Peru are the same as those served for many yearsin Bolivia

Promoters aso pointed to the efficiency and populaity of the CF in strategic locations that dlow
groups to be served rapidly, securely, and in a comfortable location. Other factors include the provision
of non-credit services and the persond interaction between CF staff and clients.

The evaduators agree with dl of the above observations. Other factorsinclude:
PMP had virtually no competition when it entered its markets.
PMP had a product that had been tested significantly in avery amilar environment in Bolivia
PMP was fully funded for itsinitid growth, dlowing it to build infrastructure quickly.

20



What makes PMP so efficient compared to other PM programs and other village bank
programs? PMP’s efficiency will be analyzed statistically (compared to peer group data) and
gualitatively (through observation of operations) but no other village bank programs will be
visited as part of the evaluation to make efficiency comparisons.

PMP isvery efficient in comparison to Smilar organizations. The following tables show PMP inreation
to peer group data reported to the MicroBanking Bulletin, Issue 9, July 2003. The peer group is
identified as Latin American microfinance inditutions that are smdl (loan portfolio less than USD 1.5
million) and serve low-end clientele (average loan size less than USD 150).
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Table 1. Peer Group Characterigtics

INSTITUTIONAL CHARACTERISTICS

MFIsBY PEER GROUP Age Total | griceg | PErsonn
Assets el
(years) (US9$) (number) | (number)
Latin AmericaSmadl, Low End | Number of MFIsin 8 10 8 10
MFI Sample
Average 6 1,894,792 19 43
PMP As of December 31, 3 1,752,690 | 9(foca 30
2002 centers
in Puno
& Juliaca
as of
Dec.
2002)

While PMPis amilar in asset Szeto its peer group, its higher rdative efficiencies result from cost savings
on overhead and gaff expense. PMP maintains fewer offices (CFs) becauseit is operating in two fairly
dense urban areas. Puno and Juliaca. 1t dso has fewer personnel because it has fewer CFs. Because
all of its CFs are close to headquarters, PMP hes centrdized accounting and adminigtrative functions
rather than maintaining accounting and adminigrative staff in each CF. PMP disburses and collects
loans through commercid banks and does not employ tellersin the CFs.

Table 2: Peer Group Outreach

MFIsBY Number of | Percent of Gross Average Loan Voluntary
PEER Active Women Loan Balance per Savings
GROUP Borrowers | Borrowers | Portfolio Borrower
(number) (%) (US9) (Us9 (Us9)
Latin Number of 10 10 10 10 8
America MFIsin
Smdl, Low | Sample
End MFI
Average 4,282 73.3 1,052,708 267 54,522
PMP As of 12,483 100 1,274,309 102 105,553
December
31, 2002

As noted in the table above, PMP is reaching sgnificantly more clients than its peers because of itsuse
of the village banking methodology. While PMP had over 12,000 clients at the end of 2002, it had only

dightly more than 500 active loansto ACs.

22




Table 3; Efficiency/ Productivity

MFIsBY
PEER EFFICIENCY/PRODUCTIVITY
GROUP
| Yieg | OPerat | Perso g
Oper ati ing nnel
on ed Borrower | Personne
onal Expen | Expen Borrower
Gross Cost s per I
Self- se/ se/ spe Staff .
. Portfo per Loan Allocatio
Sufficien . Loan Loan Member . .
lio Borro Officer n Ratio
cy Portfol | Portfol
(real) : . wer
i0 i0
(%) (%) (%) (%) (%) (number) | (number) (%)
Latin America | Number of 10 10 10 8 8 10 10 10
Smadl, Low MFIsin
End MFI* Sample
Average 79 55.6 98.2 42.3 199 141 298 44.4
PMP As of 135 49 47 30 35 416 594 70
December
31, 2002

The table above dearly outlines PMP s high levd of efficiency. In ACT’ s opinion, the most important
factor is the effective use of CFsin urban areas. The CFsalow each PMP Promoter to serve up to 4
ACs per day. If dl CFsmet biweekly, some promoters could serve up to 40 ACs.  The current
average figureis 21, snce many new ACs meet weekly. This efficiency will increase with time as PMP
moves more ACs to biweekly payment. In addition, the cost of the CFsis passed on to the members
through amonthly fee, thereby reducing the cost to PMP of maintaining the CF infrastructure.
Interviews with Promoters confirmed CF gaff is nearing full capacity. Additiond responghbilities, such
as conducting exit interviews and satisfaction surveys, are making it difficult for Promoters to provide
persond atention to clients outsde of AC meetings.  The centrdization of accounting, adminidrative
and MIS responsibilities with headquarters also increases efficiency. Each of these departments acts on
behdf of dl of the CFsin Puno and Juliaca, doing everything from producing loan contracts and
payment schedules to purchasing materials. However, thisis not the case for the new CFsin Tacna,
which requires aregiond office to perform these functions. PMP s overdl efficiency may be reduced
when these operations are fully integrated into operationa evauations. In terms of financia performance,
PMP s low delinquency resultsin low loan loss provision expenses and higher operationd sdif-
sufficiency.

How effectively is PMP leveraging resources within the community to achieve the greatest

impact to its programs?

In addition to partnerships providing integrated hedlth, legd and business services described above,
PMP has dso leveraged locd financid resources. PMP has a signed agreement with

23




FONDOEMPLEO and FONCODES. FONDOEMPLEQ is providing a combination interet-free
loan and grant for gpproximately $340,000. FONCODES has provided aloan of approximately
$80,000 to capitdize the loan portfolio, requiring that 69% of the interest earned may be used for
operating expenses and training, 20% must be used to capitalize the loan portfolio, and 11% is used for
training activities managed by FONCODES. In addition, PMP has been effective in mobilizing member
savings. However, since PMP is not alowed to intermediate these savings they remain in local banks.

It isimportant to note that PMP client savings amount to nearly $750,000, which is a significant source
of capitd for local banks and savings and loans.

1.4.4.1.3 Advocacy:

Determine if the program has engaged in policy or program advocacy. Describe the advocacy
efforts and assess if they contributed to strengthening the policy environment or promoted the
programin any way.

PMP joined COPEME, a network organization for Peruvian MFIs, in 2000 asamember. PMP's
advocacy efforts to strengthen or change the policy environment have been limited to its participation in
COPEME. Some issues addressed by COPEME include lobbying congress to lower taxes on
microcredit NGOs (no result) and helping NGOs gain access to the nationd credit bureau,

INFOCORRP, at reduced rates (achieved). PMP aso provides quarterly financia reportsto COPEME
which are used to maintain gatistics on the microfinance industry. PMP dso initiated the cregtion of a
local credit bureau for itsdlf and other microcredit NGOs. The management of the credit bureau is
beyond PMP s capacity and there has been alack of participation by others. On PMP s behdf,
COPEME is discussing having INFOCORP take over the service.

How does PMP encourage women to be advocates for better health services (advocacy through
action)?

PMPisvery active a the locd level as an advocate for women's hedth. They have participated in at
least three public campaigns (prevent violence againgt women, children’s hedlth, and the crusade againgt
poverty), acting as a partner with the local government and other NGOs to offer services and
information on specific issues. In addition, it uses the CFs as promoation centers for women's hedlth.
PMP aso sponsors adaily radio program that deals with hedlth, business and women'sissues. The
evauators heard a PMP radio discussion related to violence against women while in Juliacaand
watched a video developed to educate women about menopause.

1.4.4.1.4 Conflict Mitigation/Prevention:
Thisisnot an issue that was addressed by the PMP as it does not operate in conflict Stuations.

1.4.4.1.5 Sustainability and Scale-Up:
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Assess program sustainability and scale-up plans of operations

PMP has grown from 0 to 15,000 clientsin three years, al of whom are women. Asareplication,
PMP has proven that the PM network has the ability to achieve size and sdf- sufficiency quickly usng
dightly modified operating sysems. By the end of 2002, PMP was achieving financid sdlf-sufficdency
on amonthly bass.

The chalenge for PMP isto maintain its growth and profitability going forward. The experience of
other microfinance NGOs, particularly those which are methodology driven, isthat growth overwhelms
adminidrative sysems and that management lacks a growth strategy after initial markets are saturated.
PMP s sysems are dready under strain. The MIS system is not capable of managing the volume of
AC loans or the addition of new products. The accounting and adminigtrative systems, which are
centralized in the headquarters, were not set up to manage a decentraized network of CFslike those
being crested in Tacna.  In Puno, the market is gpproaching saturation. The market is aso getting
crowded in Juliaca PMP is already dependent on the new merket, Tacna, for growth. PMP isvery
clear that it intends on staying with its target clients and is concerned that adding individua loan products
would attract less poor clients. Therefore, it is not clear what PMP will do in Juliaca and Puno once its
current markets are saturated with the group lending product. The strategic plan does focus on
geographic expangon, selecting Cuzco and Arequipa as the next target markets. But itislessclear on
how additiond or improved products (e.g. individua loans) or increased services could be used to
further penetrate existing markets.

PMP egtimates that it has sufficient funding for an additiond year of growth. It isnot clear how PMP
will fund portfolio expansion beyond the current year. Fortunately, PMP already has access to funds
through PMI ($625,000) and the Inter- American Development Bank ($500,000). Already, ddlaysin
the disbursement of a negotiated IDB loan are forcing PMP to choose between funding its Tacna
expanson and funding additiond growth in Juliaca

Progress program is making toward diversifying resources, for example building alliances with
in-country business organizations.

See Section 1.5.3.1 Financial Management

1.5 Program M anagement
1.5.1 Management Appr oach
1.5.1.1 PMP Management Approach

In the context of the program model and the changing country situation, is the overall approach
to program management flexible, appropriate and adequate?

PMP s management of its credit operationsis quite successful. PMI placed an expatriate as Nationa
Director for atwo year period to help establish and grow PMP. The Nationa Director trained her
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replacement, the Peruvian Finance Director, who waswell versed in al aspects of the business model
by the time of the trangtion. According to the by-laws, the current National Director reportsto the
BOD. Practically, she reports to the Executive Director of PMI.

The organizationd structure of PMP contains many levels. There are technicdly five levels between the
Credit Assstants and the Nationd Director. Three of these levels exist in the CF (Manager, Promoter,
and Assstant). However, these three persons function more as a team than as a management structure.

Each of them has ACsas dlients. Technically, the CF Managers report to regiond Supervisorswhoin
turn report to the Finance Director, a postion that was vacant for over ayear. Thisviolates the
gppropriate segregation of duties snce full respongbility for gpproving, disbursing and collecting loans
fdlswithin one department. Thisline of reporting was established by the previous Nationd Director
who relied on the local Finance Director to directly manage loca staff. Adminigration and the MIS
Department also report to the Finance Director. In the case of Tacna, dl staff (accounting and credlit)
report to the regiona Supervisor. Technicdly, saff involved in non-credit services report both to the
Manager of the respective CF aswdll as the Coordinator of those services.

PMP will need to reconsider its current organizationa structure asit grows, segregating the
credit/operations department from the Finance Department and determining if Regiona Supervisors are
to have executive authority (e.g. report directly to the Nationa Director) or shdl be consdered
credit/operations gaff. Theleve of authority of the Regiond Supervisors should reflect their primary
functions, which at present are related to credit.

|s the program cost effective and timely in converting inputs into outputs and outcomes?

As discussed throughout this report, PMP has been very cost effective and timely in executing its credit
program. PMP slending costs are only 7¢ per dollar lent, while its earnings are nearly 36¢ per dollar
lent.”

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

Discuss the quality of the DIP, i.e. the clarity and adequacy of the objectives, indicators, baseline
studies and activities.

Although the DIP contains some key information, such as growth, outreach and sdlf-aufficiency
indicators, it isabrief document which was not sufficient to guide the development of PMP. The
section for PMP is asingle page and the objectives are very generd. For Objective 1, the DIP
indicators and activities were very smilar (e.g. an established BOD was an indicator and establishing a
BOD was an activity), resulting in much redundancy. The indicators related to establishing aloca MH
primarily focused on the officid legd and governance status, rather than on program requirements of a

15 Calculated from the audited financial statements for 2002 and Datos Preliminarios del Pais for 2002,
Administrative & Personnel Costs/VValue of Loans Disbursed.
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fully operationa MFI. Asan example, PMP hasfulfilled its objectives and activities under Objective 1,
Edtablish aloca MFI, even though the BOD is not fully functiona and PMI does not have a clear policy
on loca governance. Objective 2, Implement a Credit Program, contains measurable quantitative
objectives, but the described activities don’t include anything other than establishing abasic village
banking modd.

Comment on the utility of the DIP as a management tool for PM, their partners.

The DIP was instrumenta in starting the planning processin Peru for PMI. However, it was quickly
superceded by the momentum generated by the rapid growth of lending activities. By the end of the first
year, it was clear that it would surpass the MG targets making the DIP less rlevant. Other than the
budget, PMP no longer usesthe DIP. The current Nationa Director commented that she does not have
acopy of it.

With the assstance of a consultant, PMP conducted a strategic planning workshop which resulted in a
four-year strategic plan. The plan includes background, vison, misson, aswell as an andysis of both
the interna and externa conditions (SWOT). It contains three strategic objectives, including: (1)
satifying the needs of fema e entrepreneurs through microfinance servicesin the regions of Puno, Tacna,
and Cuzco, (2) consolidating the provision of integrated development services and ensuring permanence
through improving the methodology, coverage, and impact on members, and (3) seeking a comparative
advantage through partnerships with local and nationd associations. Each objective has a number of
operational objectives. The plan contains both quditative and quantitative targets and represents best
practices. However, it does not include financia projections or identify the resources required to
achieve the stated objectives.

PMP has an operationd plan that conssts of planned activities for each area and shares the targets of
the drategic plan. It is structured by department, specifies some targets, and assigns aresponsible
person. It contains gods for activities and some financial and outreach targets. Thereisno narrative,
but it gppears that the management monitors the implementation of thisplan. The plan is completed at
the end of the year, severd months after the completion of the annua budget. Thisreflects PMP s need
to complete a budget for donor funds according to the budgeting schedule of PMI.

Neither plan has been gpproved by the BOD, primarily because the BOD is ill determining its
appropriate roles. The plan is supervised by the Nationd Director, and is generdly known and
respected by the staff.

1.5.3.1 PMP Financial Management
Analyze accounting and internal control systems

PMP sfinancid management is dominated by two factors, namely (1) an outdated MIS system from

PMB, and (2) donor requirements. This hasled to a system that requires sgnificant manua intervention
and over a dozen bank accounts to keep funds segregated.

27



Focal Center

At the CF leve, accounting is limited to managing the payments and savings of the ACs. Other than
petty cash, expense reports, and purchase requests, CFs do not perform any accounting duties or
financid reporting. The primary financia operations of the CF, namely the disbursement and collection
of loans, are facilitated by the headquarters accounting department and managed by the ACs
themsdves. The accounting department issues a check in the name of the AC Treasurer. The
Treasurer cashesthe check at the local bank and, with the oversight of a Promoter and the AC
committee, distributes the cash to members.  Similarly, payments and savings are collected by the AC,
and deposited in the bank by the AC Treasurer. Each AC maintains its own bank account for the
collective savings of its members. With very few exceptions, CF saff does not handle cash
transactions.™® To control the actions of the AC committee, the CF manager is a co-signer on the AC
bank account and the AC Treasurer is required to provide a deposit receipt to the CF on the same day.

AC operations are monitored by Promoters and CF Managers. Each mesting is observed by the
Promoter and forms are used to verify payments and savings. CF managers accompany AC Treasurers
to the bank when checks are being cashed. CF managers dso review AC records at the beginning and
end of each cycle. Asan additiond control, PMP has recently created the position of Subgtitute
Promoter. This Substitute Promoter takes the place of an absent Promoter and reports directly to the
Credit Supervisor. This permits the discovery of any inappropriate actions by a Promoter. In addition,
Promoters are rotated on aregular basis (6 months — 18 months) to prevent any colluson within asingle
CF.

MIS Department

The MIS Department is respongble for dl data entry, reporting and management of the loan portfolio
management system. Operatorsinput client and AC information, set up new loans, produce loan
agreements and payment schedules, input payment information, and produce amortization reports. In
most cases, datais input from origina documents such as loan applications, payment reports, and bank
deposit receipts. MIS reports to the Finance Director.

Credit

PMP credit gpprova processis driven by the credit policies. ACsmay gpprove credits for clients
within the limits of these policies. AC loans must aso be approved by the Promoter and the CF
Manager and are occasiondly modified if the AC is not following the policies. Theloansare dso
reviewed and approved by the Regiond Supervisor and Finance Manager prior to disbursement.
Credit files, including origina contracts, are maintained by the CF and are accessible to al gaff.

Finance and Accounting

18 The major exception isin the case of no-shows. If aclient does not appear to receive her loan, her loan amount is
given to the CF Manager who depositsit in the bank. The CF Manager isrequired to provide the receipt for this
deposit to Accounting on the same day.
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Financid and accounting operations are the respongbility of the Finance Director, a position which was
vacant until recently. PMP has an accounting manua which outlines the mgjor procedures for bank
accounts, funds, checks, purchases, petty cash, and safekeeping of documents. In addition, the
Nationd Director indicated that PMP has indtituted policies to minimize foreign exchange risk and asset
lighility management.'”  Cash needs are forecast monthly based on forecasts provided by the CFs, and
cash is moved between accounts on aweekly basis. Accounting records are maintained in the
Accounting and Adminigiration office and are accessble to al accounting staff.

Accounting is responsible for recording al non-credit transactions in the general ledger, preparing
payments, managing bank accounts, managing donor funds, caculating and paying taxes, and producing
financia reports. For the most part, Accounting inputs transactions based on origina documents and
completes reconciliations. Issuing checks and payment orders is done by the Office Administrator.™®

At present, the Office Adminigtrator maintains the checks and the only authorized sgnatory isthe
Nationa Director.

PMP maintains insurance for vehicles and fixed assets. It o has liability insurance for desth and
disahility for employees while traveling. 1t maintains vehicle insurance ($9,700) and insurance againgt
loss of cash ($1,500). It maintains other insurances such as: fireinsurance for US$5,000 and insurance
againgt dectronic equipment damage for US$33,461. It has established policiesfor provisons, setting
aside 3% of the grossloan portfolio as an dlowance for potentia losses. As PMP has no delinquent
loans, the 3% isvery conservative. PMP a0 has areserve policy for losses due to foreign currency
fluctuations as some of its funding liabilities are denominated in US$. The reserveis a non-cash reserve
that is created on the basis of the foreign exchange gap (the difference between USS assats and US$
lighilities).

What provisions were made in response to the analysis that was done/recommendations made by
Mennonite Economic Devel opment Associates (MEDA)?

In 2000, MEDA Consulting conducted an internal control evauation. PMP has adapted many of the
recommendations outlined in MEDA’ s report. Per the scope of work, the eva uation team noted that
the following important issues have not been addressed.

The BOD does not yet effectively serve as a governing body of PMP

Thereisno manud or guide for BOD members outlining expectations and functions.

Financid indicators (CCREP reports) are dtill prepared quarterly, rather than monthly.

The performance appraisa system till does not include work plans with measurable objectives
to dlow for objective evauation.

Sdary ranges have not been established for positions, rather PMP ill relies on the MG budget.

" While not documented, PMI requires that PMP maintain both US$ and PS accounts, converting funds to Soles

only when they are needed. In addition, PMP providesfor foreign currency mismatches (sinceit has USS$ liabilities)

by taking a monthly charge equal to the spread between US$ and PS rates and the amount of the exposure.

8 Thisaswell as occasional lack of segregation of duties was noted in the internal control report issued by MEDA.
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The sdection and ingdlation of the new MIS has not commenced. As aresult accounting
procedures have not been revised.

Thereis ill no 2™ signature requirement for checks and transfers, nor have authorization levels
been established within the organization.

With the opening of the CFsin the Tacnaregion, PMP now faces a new chalenge of maintaining control
over adistant region. Some of the procedures used to monitor Tacna operations are:

Monthly vigt to Tacna CFs by ether the Finance Director or Nationa Director.
Tranders are limited to those needed for loan disbursements.

Bank statements for the Tacna accounts are sent to the headquarters
Headquarters has on-line access to view Tacna accounts.

Is PMP leveraging additional resources (beyond the match)?
In addition to program income which has exceeded $3.6mm since the inception of the program, PMP

has sought other funds from local and internationa sources. According to the 2001 and 2002 audited
financid statements, PMP received the following:

2000
Private Individuas $20,081
2001
Gems of Hope $43,690
Summit Foundation $24,500
PMI Loan $205,000
FONCODES Loan $73,530
2002
- Gemsof Hope $43,295
Summit Foundation $30,686

FONDOEMPLEOQO Grant $10,004
FONDOEMPLEO Loan $27,065
PMI Loan $625,000
FONCODES Loan $79,821

1.5.4.1 PMP Monitoring and Evaluation (M& E) System

Does the M& E system supply accurate, reliable and timely performance data?
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PMP produces monthly financid statements, usudly within 15 days of the close of the month. The
system dlows them to produce these statementsin soles and dollars. Management uses this datato
produce monthly variance reports, comparing actua performance (loans disbursed, loans outstanding,
active clients, active ACs, etc.) to the budget and operating plan. Accounting also produces a monthly
variance report. On aquarterly basis, this data is used to complete a CCREP™ report, which is
submitted to PMI. PMI anayzes the data and sends analysis and comments back to PMP. The
MEDA Interna Controls Report recommended the monthly production of the CCREP, however
management does not fed that one month is a sufficient time period for the indicators to reved atrend
and prefer the quarterly reports.

The datais mogtly accurate. Limitations of the MIS system (see below) require data to be exported or
extracted from severd databases and then combined using Excel spreadsheets. Whenever significant
manud intervention isinvolved, thereis a greater risk of error.

Assess if the partner organizations have increased their capacity to monitor and evaluate their
work, document program achievements, and use data for decision-making and program
advocacy.

The reporting systems are based on those used elsawhere in the PM Network. PMP had severa
technical assistance vidts related to performance monitoring and producing financia reportswith PMI’s
Financid Advisor. While PMP gaff does not have an in-depth knowledge of financia and trend
andysis, they clearly undergtand the implications of changesin indicators. PMP has created severd
reports locally and utilizes the PM approved CCREP report to monitor financial performance.

Has the program undertaken to date, any special studiesto assess program operations or
impact? Comment on the quality and utility of these studies, in particular the impact evaluation
funded through Summit and Ford.

PMP has undertaken an extensive impact sudy. A basdine study of clients and nontclients was
completed in 2001. PMP is currently in the process of updating the study using the same sample. Of
the 128 familiesinitialy interviewed, PMP has located and is interviewing 111 of them two years |ater.
The survey consgs of three primary instruments. a client questionnaire, a pouse questionnaire, and a
non-client questionnaire. PMP isworking with aloca University to conduct these surveys outside of
the CFs. Each interview lasts 45 minutesto 1 %2 hours and conssts of questions relating to business,
income, assets, living conditions, qudity of life and other issues. A consultant, Claudia de la Quinta,
assisted with the design of the study, which costs PMP gpproximately $15,000 per year. While there
are no written results, preliminary findings are shared during the weekly meeting of promoters. Some of

19 CCREP stands for: Calidad de Cartera (portfolio quality); Crecimiento (growth); Rentabilidad (profitability);
Estructura Financiera (financial strucuture); and Productividad (productivity).
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the findings were discussed above in Lessons Learned and Observations.

In addition to the impact study, PMP and PMB are part of the Practitioner’s Learning Program (PLP)
on Client Assessment. This program is funded by USAID Microenterprise Development Office and
managed by the SEEP Network. It began with aworkshop in October 2002 and will continue through
2004. PMP received agrant of $11,475. With assistance from this program, PMP has devel oped
severd toolsto incorporate client feedback in its regular operations and to use that feedback to modify
its products and operations. To date, PMP has developed an exit questionnaire that is conducted by
Promotersfor dl clientsleaving PMP. It dso conducts focus groups of both clients and spouses to
evauate the current product offerings and clients satisfaction levels. These are being implemented with
the assstance of avolunteer, Lisa Sherk (fromthe US). Findly, active clients are dso asked to
complete agenera survey. Using asample of 800 every six months, the generd information is used to
help PMP maintain an up-to-date socioeconomic profile of its clients and understand their opinions and
level of satisfaction with PMP services.

Assess PMP and partner use of data to make management decisions.

The evauation team asked for specific examples on how the datalearned from the impact evauation
and the early client surveys had led to changesin policies or products. Some specific examples
included:

Reduction of the obligatory savings rate after the fourth cycle.
Less frequent rotation of promoters between CFs
Determination of the modules used in the business development program.

The M&E effort is managed by asingle coordinator. PMP admits that the process needs to be more
integrated to make it useful for Promoters, showing the linkages between what the clients are demanding
and their current socioeconomic Stuation. PMP aso needs to transform the data into useful ideas for
product modification and development, which is one of the gods of the PLP. At the same time, the
results thus far have narrowed down the areas of investigation for PMP.

1.5.5.1 PMP Information Systems
Has the program increased in-country partners access to information technol ogies?

PMP gtarted using two software packages devel oped for PMB by Roberto Corngjo. The MIS
congsts of generd ledger software (GL) and a separate |oan portfolio management software (LP)
specificaly designed for ACs. PMP received the software and initia training in 2000 and 2001. PMB
continues to use this software but has been trying to implement a new MIS, SAF2000, since 2001.
PMP does not have a contract or service agreement with PMB or Mr. Cornejo and does not receive
regular service or conaultations. Both systems operate in DOS, which limits their processing capability.
Both systems operate in both loca currency and dollars with the manua entry of the daily exchange
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rate. The GL and LP are not integrated and cannot be merged.

The GL does not effect dual entries or batch processing. It does not manage payroll, fixed assets, or
checks. Itisavery basic system, which requires manua entry of both sides of the transaction. It can
produce income statements and balance sheets and it is designed for fund accounting, dlowing the
operator to track and report on transactions by funding sources.

The LPisnot multi-user and cannot be maintained on a network. It also does not support multiple
products. Asaresult, PMP has been required to create separate databases for each region and each
product (i.e. two databases for each region). Crashes are common and the MIS staff backs up
frequently to avoid dataloss. It does support savings accounts, produce legd documents and loan
schedules, and maintain the names and identification numbers of dl clientsin ACs (segregated by
solidarity group and AC). However printing such documents requires significant processng and locks
out the operator until printing iscomplete. It does generate lists of ddlinquent loans but cannot
categorize by age. It does produce portfolio reports and income reports, but testing has shown errors.
Statidtica reports are available, but when compared with manually caculated reports they reved
inconsgtencies. Clients may not be diminated from the system, leading to difficulties in calculaing basic
indicators such as number of clients and number of active borrowers. The MIS Department has
developed and presently come to rely on a second tool, Socia ARV, which extracts data from the LP
by register. Thisdlowsthe MIS Department greater ability to access and sort data to produce reports.

The MIS Department knows the system well and has taken a patchwork approach to maintaining the
data. They are currently in the process of cleaning al past data and then saving the databases in
anticipation of anew system. Everyone admitsthat the system is no longer adequate and is taking
“defensive measures’ to protect againgt significant loss.

Neither system is secure. Computers and databases can be accessed by anyone that gains access to
the MIS office. It does not have an audit function.

1.5.6.1 PMP Staffing and Supervision

Do PM and partner organizations have an adequate number of staff with relevant expertise for
super vising/backstopping the program?

Staffing of PMP has been sufficient. PMP has recently added a human resource person to its
adminigrative gaff who is responsible for the oversight of hiring, orientation, and employee monitoring.
It has developed an employee manua and has an established code of conduct (Reglamento de
Trabajo). Recruiting and training procedures appear to be adequate. Employees are hired on a
contract basis, for 6 months to one year. Each period, they undergo an evauation before their contract
isrenewed. Thisdlows PMP the flexibility to let employees go without having to firethem. Thereare
no annua or period work plans, but employees know that they will be evaluated according to alist of
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&t criteria. Evaluations are not linked to sdaries.

There are no sdary levels a PMP, rather sdaries are determined by the MG budget with a guaranteed
annua increase of 9% per year. Thereis no incentive sysem. Both staff and management were
adamant that PMP did not wish to implement a system that gave incentivesto individuals. PMP relies
heavily on teamwork in the CFs and there is concern that an individua incentive system would reduce
employees willingnessto work asateam. PMP has amanud of dl job descriptions, highlighting
respongbilities and duties. Hiring of related personsis not alowed and PMP maintains insurances
($9,700) againgt theft.

Employee morae appears to be high. Lack of training and the frequent rotation of staff between CFs
were the only mgjor concerns.

PMI has provided supervision and backstopping throughout the MG. As discussed above, this
congsted of an on-Site expatriate, technica assistance vists to and other members of the PM network.
Currently it conssts of vigts by PMI gaff. The number of visits has been documented in the MG
reports.

1.5.7.1 PMP Program Recommendations
Client Levd

Find rewards and incentives for the oldest, best clients Client interviews revealed a quiet
dissatisfaction with the lack or rewards or incentives for good clients. Thisis particularly
important with the village banking methodology, as high performing experienced dlients often
shoulder the responsbility to train and monitor less experienced, less reliable new clients. Good
cientsare digible for seasond loans, which are highly vaued by clients. At the sametime,
dlients are aware that the seasonal loans are expensive® The MIS makes tracking individud
credit higtory or providing individud incentives difficult. Still, PMP should determine which
incentives it can offer its best clients (less frequent payments, reduced interest, gifts) that will
show gppreciation of their loyalty.

Train clients on competitive advantages of PMP. Thereis much confuson and
disnformation over the terms; conditions and services of the competition. PMP may wish to
develop atraining session on Consumer Protection to help clients understand the differences
(and advantages) of PMP rdative to the competition. Materias from the SEEP Consumer
Protection Task Force may be of assstancein this effort.

Foca Center Leve

20 Clients pay 5.35% declining balance per month.
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Secureoriginal documents  Origina loan documents and applications are kept a the CFs
and are accessible to dl gtaff. Best practices dictates that dl originds of key documents
(applications, approval, contracts, disbursement) should be maintained securdly away from the
credit staff.

Increase and systematize controls on Tacna CFs. Decentrdization is one of the grestest
chdlengesfor any MFI, especiadly when distances are great. PMP should establish a set of
regular daily, weekly, and monthly controls on the Tacna CFs that will discourage any fraudulent
or ingppropriate acts by saff. Controls should include limiting daily bank baances, daly
monitoring of bank baances, limiting check writing authorities, limiting approva authorities, spot
checks of CFs, and verification of sample ACs during mestings.

Add field audit to responsibility of floating Promoters. Foating promoters are key controls,
asthey fill in for absent promoters. PMP should consder using these floating promoters to do
systematic audits of ACs during their meetings. When not acting as subgtitutes, these Promoters
could attend AC mestings unannounced and review a set list of items to ensure that the ACs are
being properly managed. Thisis particularly important for Tacna.  These Promoters would
provide written reports of findings.

Nationd Office Levd

Review the lines of reporting and create controls through distinct reporting lines. As
discussed above, it isingppropriate for dl credit, M1S and accounting staff to report to a
Finance Director. PM must decide if it wishes the Regiond Supervisors to be the most senior
credit managers or if they will have a centra position of operations manager. In the case of
Tacna, finance and MIS staff should not report to the local regiond supervisor, rather they
should report to PM P headquarters finance department.

Determine the role of the BOD and train themin their duties. PMI should determine the
amount of power and respongbility it wishesto devolve to the PMP BOD and then train them
appropriately. The clarification of roles and responshilities should go beyond whet is dready
established in the by-laws and the &ffiliate agreement (e.g. country director evauations). In
addition, the by-laws and &ffiliate agreement should be revised to ensure that they are congstent
with the gppropriate roles and responsibilities. Any decison should take into consderation the
time requirements and ability of the chosen BOD members to perform those duties.

Make a decision on MIS. PMP feds unable to make a decision related to MIS because it
believes that PMI prefers a network-wide package. At the same time, both PMB and PMM
are testing different sysems. PMP needs to act quickly to identify, test, and ingtal anew MIS
sysem. Asthiscould take ayear or more, it isimportant for PMI to provide the assstance
necessary to choose new software before the end of the year.
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Plan and budget at the same time. PMP s planning process is driven by the MG budget and
PMI budget, both of which are done in advance of the PMP annua planning process. With the
MG ending, PMP should first conduct its planning process and then devel op the budget to
support its objectives. It should also conduct planning prior to the PMI, rather than after, so its
plan contributes to the PMI plan rather than followsit. Asinadl plans itislikely that objectives
will need to be revisited once budget redities are addresses. However, PMP should useits
plan as a marketing tool it needs to secure the funding required to redizeit.

Plan now for 2005 funding and conduct an analysis of becoming regulated. PMP has
funds to support another year of growth. If it does not wish to lose momentum, it needs to
identify a source of funding for expansion in 2005 as soon as possible. Given its proven ability
to mobilize savings, PMP should consider conducting a cost- benefit andyss of becoming a
cooperative or EDPY ME that might enable it to intermediate savings for growth.

Utilize client savings as leverage in negotiating funding. As PMP has mobilized over
$750,000 in savings, most of which will remain on deposit with locd indtitutions, PMP should
negotiate with the same locad banks and cgas for funding. 1n exchange for continuing to utilize
certain banks for AC savings, the bank may be willing to provide alower interest rate.
Alternatively, clients could be asked if they would be willing to dlow their savings baance to
guarantee PMP borrowing. Clients should be compensated by PMP for this and the risks
clearly explained to them. The lending agreement should be either an overdraft facility or
revolving credit line. Any lending agreement should include gtrict covenants that limit PMP s use
of borrowed funds for expanding the loan portfolio and require PMP to take immediate action
to remedy any late payment on the bank credit line.

Look for more local options for technical assistance. The PM network is not large enough
to provide for dl of the needs of PMP. Indeed, there is dready some concern that PMP is not
receiving enough attention. PMP needsto actively seek other technica assistance to providers
that can meet PMP s needs on atimelier basis. In addition, PMI needsto clarify what role, if
any, it wishesto have in the prioritization and sdection of technica assstance.

Develop a long-term strategy for non-credit services. In the next two years, funding for
PMP s non-credit services will run out. Whileit islikely that these services will attract other
sponsors, PMP should develop along-term strategy for these services. This should be

cons dered when investigating the option to become regulated and whether such services are
best provided through a different legd entity.

Develop compensation policy and incentive program. PMP should develop sdary levels
commensurate with experience and respongbility for al postions. In addition, annua increases
should consider not only the cost of living but also merit. While the evauators respect the desire
not to introduce individua incentives, it is recommended that PM P establish an incentive system
linked to PMP s objectives (sef-aufficiency, growth, low delinquency) that can be used to
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reward al employees.
Consider reducing the loan loss allowance required on current loans. 3% isfarly

conservative for current loans. PMP may wish to consider 1-2% as aloan alowance for
current loans.
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2. ProMujer Balivia

1.4.2.2 PMB Achievement of Objectives

Program Objectives

Strengths

W eak nesses

1. Modify and test the new
MIS, SAF2000

SAF2000 software hasthe
cgpability to manage internd
acocounts of PMB’ s community
banks (detalled savings and
internd loans)

The softwareiswdl
integrated between the loan
tracking, savings and accounting
modules

The software has a good set
of parameters which gives users
the capability to set up loan
products

SAF2000 does not have the
capability to consolidate
information of decentrdized, off-
line transactions, a necessary
attribute

Thetechnicd service
provided by SY SDE to PMB
lacks organization and control

The software given to PMB
has not proven to be reliable

2. Edablish aloca NGO

PMB is actively connected
to the PMI BOD: the Executive
Director isamember on the
BOD while another member
makes regular monthly vigtsto
the program to support in audit
and review of financid
datements

Process of forming aloca
BOD for PMB has been halted
due to recent incidences of
Balivian NGO BODs replacing
inditutiona management with
persona contacts.

PMB therefore needs more
attention than that given by the
vigt fromonelnt'| BOD
member; especidly since PMB
acts very independently from the
rest of PM

3. Expand training and credit
program

PMB has achieved its
targets for community banks,
with 2114 as of June 2003

PMB has achieved its
outstanding portfolio targets,
reporting $4,521,205 as of June
2003

PMB reported having
reached financid sdf-aufficiency
as of March 2003 (102.8%)

PMB’sincrease in number
of active borrowers was dower
than anticipated, reporting
31,535 in December 2002
(target 35,000). However, as of
June 2003, it has 34,973.

PMB has earned less
income than projected
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1.4.2.2.1 Changes made since the DIP
No changes were made to the indicators.

Note: While the term “client” was not clearly defined in Table 1 of the DIP, for the purpose of this
report the term includes al program participants with aloan outstanding, excluding write-offs,
Participants who maintain savings in their community banks but who do not have outstanding loans were
not counted as active clients.

1.4.2.2.2 Results
Objective 1. Modify and test new MIS, SAF2000

Information needs assessed. MIS plan finalized.
PMB utilized the document caled “ Generd and Specific Requirements for the implementation of
the integrated Management Information System,” completed in November 30, 1998 asa
foundation for its MIS search. This document was created jointly with the other PM offices
exiding a the time: The PMI office and PMN. The document registers important requirements
for the system at the management level; however, it lacks a concrete description of the
operationa capacity required of the MIS by the ingtitution. Based on this document, PMB
created the implementation plan for its MIS, which was later to be replicated in other Latin
American dfiliates.

Existing software assessed
After creating the above- mentioned requirements document, PMB contacted different software
companies catering to MFIs. None of the companies contacted offered software designed to
track interna account activity for community banks, arequirement of PM. The MH evauated
three dternativesin 1999: SIEM of Guatemala, CALY X of Sesttle, USA and SAF2000 of
SYSDE in CostaRica

Decision to purchase or develop in-house system
PMB sdlected SAF2000 in December 1999. SAF2000 was selected after consulting five
Costa Rican companies on the quality of services received from the software provider, SY SDE
Cogta Rica

MIS devel oped
Between 2000 and 2003, PMB and SY SDE tried to successfully modify the SAF2000
software to meet PMB’ s pecific MIS needs, namely, the capability to manage the internd
account activity at the community bank level. This process was scheduled for completionin
June 2003; however, as of September 2003, PMB'’s opinion isthat the software till contains
deficiencies which should be resolved by the software provider. As aresult, PMB has decided
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to abandon the use of this software.

MISinstalled
PMB ingtdled the software in their regiona office of El Alto, as of June 2003. The software
was scheduled to be ingtalled in the remaining offices after successful completion of parale
tedting.

MIStested
The tests and customizations/adjustments to the software SAF2000 were conducted in three
sessons. November 2001, August 2002 and August 2003.

Parallel systemsrun
At the time of the MIS andlys's, PMB was conducting pardld testing in the regiond office of El
Alto with loan information from two foca centers and the regiond office accounting information.

MISreliability confirmed
The results of the pardle tests were evauated at the close of operations, September 2003. At
that time the system dill proved to be unreiable, resulting in the abandonment of the software.

All data transferred to new MIS
At the time this report was written, only the information of the regiond office of El Alto had
been transferred. This activity was pending until the successful conclusion of pardld tedts.

Saff trained to use MIS
Only the personned of the regiona office of El Alto were trained in the use of the new software.
This activity was pending until the successful conclusion of pardld tests.

Only new MISin use
Abandoned

MISinstalled in other countries
Due to delays in the development of PMB’s MIS project, PMM began an independent process
of developing itsown MIS. At present, this software isin the trid stage.

Other country staff trained
Abandoned

Adjustments made and MIS maintained
Abandoned

Adtivities
The activities under this objective are to complete the above indicators. As PMB had not completed
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Phase 2 of the plan, Phase 3 could not be implemented.
Objective 2: Establish alocal NGO
Indicators

Local BOD established. The Country Director of PMB has decided against forming alocal BOD
in the immediate future. This decision was based in part on concernsthat aloca BOD might chooseto
replace current inditutiona management with persond contacts of BOD members. Thisfear isnot
unfounded, considering alegations that this has recently occurred in severd Bolivian ingtitutions with
local BODs, including CRECER. Ancther reason for delaying formation of alocal BOD isthe current
political ingability in Balivia it is believed that having an internationa BOD may shield the indtitution
from political pressures better than having aloca one. For example: Reportedly, there has been some
discussion in the government of placing locd NGO money under government control. While PMB has
not fully ruled out forming aloca BOD, it has decided to postpone this activity until it may be done
more securely.

Foundation Established. This cannot be accomplished until aloca BOD isformed.

Acdtivities
The activities under this objective were to achieve the target indicators.

Objective 3: Expand training and credit program

Indicators:
Results are reported as of December 2002 and June 2003.

Number of Banks: 1,346. PMB reported 1,778 and 2,114 respectively.

Number of Clients: 35,000. PMB reported 31,535 and 34,973 respectively.

Gross Loan Portfolio: $3,400,000%. PMB reported $4,387,825 and $4,547,992 respectively®.
. Income earned®: $1,600,000. PMB reported earned income of $1,329,612 and $848,389
respectively?.

Operational Sdlf-sufficiency®®: 160%. PMB reported operational self-sufficiency of 112.8%

2 Additionally, Pro Mujer Boliviamaintained 10,074 and 11,006 active savers with no outstanding loan balance,
respectively.
22 Gross loan portfoliorefersto the outstanding principal balance of all outstanding loans, including current, and
delinguent loans, but not loans that have been written off.
28 Using historical exchange rates of 7.734 and 7.876 Bolivianos per US$, respectively.
24 Earned Income refers to the interest earned on investments as well asinterest collected on |oan portfolio and all
commissions and fees.
25 Using historical exchange rates of 7.734 and 7.876 Bolivianos per US$, respectively.
26 Pro Mujer Boliviausesthe following formulafor cal culating Operational self-sufficiency: Financial income/
(financial costs + loan loss expense + administrative costs)
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and 124.2% respectively.

Activities
The activities under this objective were to achieve the target indicators.

1.4.3.2 PMB Cross-Cutting | ssues
1.4.3.2.1 Partnerships:

Assess the status and outcomes of the partnership of PMB with Pro Woman.
| dentify the key elements that contributed to success.

The Director of PMB stated that it is clear that, as a part of the PM network, PMB has more
possihilities than it would have on its own. The network provides PMB greater vishility and exposure
while adding to the positive image of the indtitution. Additiondly, this pogtive image and vishility acts as
motivation for the programs within the network to succeed, asthey redlize that poor results will damege
more than their individua program.

The PMI BOD sends a member to PMB every month to go through the auditing process and to review
the financid statements, aform of support which is very useful to the program.

PMB provides technica assistance to other programs within the network for afee.

Identify local partners and cite changes in PMB’ s ingtitutional capacities that occurred as a
result of the PM Network. |dentify what activities were most instrumental in strengthening
PMB.

One PMB staff went to PMP to observe their seasond loan product. This product has not yet been
implemented at PMB; however, based on the results, PMB has hired a consultant to assist them in
designing and implementing asimilar product.

1.4.4.2 PMB Program Effectiveness Lessons Learned and Observations

Identify major successes, challenges and constraints in achieving each objective. Include a chart
that summarizes the program’s successes and weaknesses. See summary of the program’'s DIP
results status Annex B

Successes
PMB was able to incorporate management of the community banks' interna accounts into the MIS
cgpatiilities, including detailed tracking of savings and interna account loan transactions a the
community bank level. This cgpability permits PM B to support each group in management of their
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internd accounts; however the rdiability of the functionaity has not been adequate.
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Ch

alenges
Sdecting a provider with no loca physica presence in Bolivia created complicationsin interaction
for PMB, which lead to severe delays in customizing and implementing the system.

The communications infrastructure in the geographic areas where PMB worksis deficient. This
aspect was not properly andyzed and considered at the beginning of the project by ether the MFI
or SYSDE. Asaresult, the SAF2000 system was implemented with serious limitations with
respect to integration and consolidation of information in the regiond offices and head office.

Condgraints

Even though the added capability to manage community bank internal accounts was an important
achievement in the software modification, this function contains some errors which the provider was
unable to correct. This caused PMB to lose confidence in the technical support provison
capabilities of SYSDE.

PMB lacked sufficient technica and data processing personnd at the beginning of the Project and,
as aresult, was obligated to invest greater financial resourcesto contract externa technica
assistance in order to become better counterparts for the software provider.

PMB contracted SY SDE after conducting a client satisfaction survey of SY SDE clients and after
verifying that the company would have loca representation and technical support. A short time after
the initiation of the project, SY SDE withdrew itslocal representation and never provided loca
technica sarvice. Due to the absence of loca technica service, PMB had to send their personnél
and technica consultant to Costa Rica for more than 15 daysin order to help SY SDE in the
development of the product.

There was alack of opportune training of technologica personnd in the tools required to implement
and operate the SAF2000 software.

PMB delayed making critica decisons, trusting that SY SDE would respond, despite repeated
falureto attend to PMB requirements.

Sdection of centraly-based software with on-line users was a condraint, as PMB needs a system
that operates on and off-line smultaneoudy. Centralized, online software is not possiblefor al
PMB’s offices (agencies and regiond offices) given the lack of infrastiructure in some cases and the
elevated cogt of connection in dl cases. SY SDE, based on the flexibility of its product, claimed it
had adequate software—in the end, it did not.

Excessve cost of licensng and tools for operating the SAF2000 software--it requires licenang for
each region or agency operating in off-line mode.
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Lessons Learned
If the requirements of the inditution are too amhitious, the ingtitution may get confused and find it
difficult to communicate such requirements to a software provider. In the end it may be impossible
to integrate the requirements into the software.
If the rights and responghilities are not clearly established in writing between the MH and the
software provider, the goas may not be achieved.
To work remotely during the process of customizing the software is a complicated venture, one
which, if it does not fall completely, will at least take too much time,
In the find two days of this evauation, PMB made the decision to abandon the plans to work with
SY SDE Cogta Ricaand not to utilize SAF2000 for its MIS needs. PMB cites the following
ressons for its decison:

0 During the three years of development, modification, implementation and adjustment of the
software to suit PMB, SY SDE has not given the necessary support required for an
undertaking of this magnitude.

0 Theremote software support that SY SDE provided in this project was too dow and too
complicated to be successful, especialy consdering the type of changes required by PMB.
The time required to make changes and the poor communication generated by using email
have caused incalculable delays, making good communication between SY SDE and PMB
impossible.

o Thelack of local technica support has caused the project to become too delayed.
Furthermore, the current problems experience cannot be resolved in atimely manner, such
that the software can function properly.

0 Inmeaking required changes, SY SDE did not rely on sufficient quality control, which resulted
in further ddays and increase in the demand for system error resolution. In many cases,
changesredized by SY SDE generated errors in other processes.

Finaly, PMB has learned that in order to achieve success, it is essentid to:

0 Define from the beginning with utmost dlarity as possible the functiond requirements for the
MIS, smplifying as much as possble the operating processes in order to cause minimal
complication the processes of software, achieving positive results.

o0 Toddineaformd plan of implementation with rights and responsibilities clearly established
for dl parties

0 To manage the project in agreement with the plan

0 Tocount onalocd drategic technical partnership to provide loca technica support.

Discuss any unintended impacts to date - positive or negative.
(+) PMB personnel have achieved a degp knowledge of the organization’s financid services
methodology.
(+) PMB is better prepared to face computerization projectsin the future,
(+) Improvements in the MIS department have been achieved. The IT department has more
personnd now and they are taking training in the new technologies they are using.
(+) Despite not being able to implement SAF2000, PMB utilizes an dternate system (preceding
SAF2000,) which provides them information sufficient for making operational and management
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decisons

(-) PMB attempted to carry out the implementation of SAF2000 without the input of the other PM
programs.

(-) Lack of sufficiently budgeted resourcesin theinitia definition of the project

(-) PMB and its Director set very high expectations which were not reached.

(-)PMB did not have sufficient documentation of the system requirements of PM programs in other
countries (both in terms of the detail and completeness) when the software provider was contracted
(-) The PMB offices had insufficient technica support to successfully work remotely with the
provider

(-) The attempt to successfully implement SAF2000 was not carried out adequately, principaly by
the software provider. Thisfact has generated an enormous erasion of confidence in the sysem
within PMB and has jeopardized the Pro Mujer Network idea of consolidating MIS systems. This
is demongtrated in the fact that PMM has been implementing an dternative software system because
it did not have an dternative MIS to fal back on.

Assess if the main strategies and activities employed to achieve results wer e effective.
| dentify any changes made during implementation. Have the strategies and activities been
effective in achieving project targets?

The strategies and activities defined at the beginning of the project were correct; however, in the
adminigration of the project PMB waited too long to confront SY SDE for their long delays in meeting
requirements and achieving gods.

During the implementation of the project, PMB and SY SDE agreed to share the burden of resources
required to customize the software. However, the details of the promised responsibilities and activities
were never clearly defined in writing. As aresult, neither party completed their obligations, while both
parties complained of the other’ sfailure to complete their own obligations. The fina result is that
SAF2000 was not implemented at PMB to the satisfaction of the MFl and in-turn, the MFI choseto
abandon the implementation and start over with anew MIS.

1.5.7.2 PMB MIS Recommendations

Reviewing the process of customizing and implementing the SAF2000 redlized to date, especidly
consdering the qudity of technica service recaeived until now; it is recommended that PMB look for
an dternative MIS. (Already done.)

Once making this decison, PMB should begin by redefining or revisng the functiond requirements
of the sysem. This revison should emphasize the amplification of requirements with respect to the
management of the interna accounts of the community banks. 1t should aso take into account the
need to harmonize the MIS with those of other affiliates. The MIS need not be integrated between
the affiliates; but it should alow for standard reporting and consolidation.

Establish and/or define anew plan of implementation of the MIS. Priority should be given to
implementation of software that can be supported localy.
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Discuss key success factors in PM’s achieved results and identify institutional systems that it
needs to put in place to continue to expand (i.e., identify threats to continued growth);

The growth of the program might not be supported without consstent and efficient information: this
could threeten the gtability of the indtitution asit expands.
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3. ProMujer Nicaragua

1.4.2.3 PMN Achievement of Objectives:

Program Objectives

Strengths

W eak nesses

1. Establish alocd MFI

PMN isin the process of
forming alocd BOD and hasthe
support and experience of its
PMI BOD to guide the process

According to the DIP, PMN
was supposed to have fully
formed the BOD and have
registered asaloca NGO by
the end of the MG.

PMN isanticipating a
difficult, bureaucratic process as
it registerslocaly

2. Expand training and credit
program

PMN has reached
operational sdif sufficiency andis
doseto full financid sdif-
aufficiency

PMN operatesin four
departments in Nicaragua

PMN has aloan portfolio of
over US $1,000,000 as of June
30,2003

PMN has reached fewer
clients than anticipated (11,096
vs. 12,400)

PMN has lagged behind
targets in both operationd sdif-
aufficiency (89.7% vs. 100%)
and interest income earned
($414,908 vs. $470,000)

1.4.2.3.1 Changes made since the DIP

No changes were made to the DIP. However, it isimportant to note that PMN made the decison to
postpone establishment of alocd MF (Objective 1) until after the ingtitution had attained operationa
sdf-aufficiency. Thiswas communicated in the DIP... “PMN will develop alocd advisory board that
will become the BOD sometime during the next three years, once the program’ s self- aufficiency hes

been ensured.”

Note: While the term “client” was not clearly defined in Table 1 of the DIP, for the purpose of this
report the term includes al program participants with aloan outstanding, excluding write-offs,
Participants who maintain savings in their community banks but who do not have outstanding loans were

not counted as active clients.

1.4.2.3.2 Achievement of Objectives

Objective 1. Establish alocal MFI

Indicators

To have a BOD, to have written by-laws, to gain legal status as a local NGO.
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As mentioned above, these activities were postponed until PMN had achieved operational self-
aufficiency. The MFI reportedly achieved 116% operationd self-sufficiency in March 2003 and has
maintained levels greater than 100% since. Asaresult, it isnow pursuing establishment of aloca MH.

To have in place strategic and financial plans

PMN has afive-year dtrategic plan covering 2002-2007. Crestion of the plan was facilitated by an
externd consultant who met with dl levels of the organization through workshops and conducted an
evauation of the inditution in the process. The gaff then used Microfin to create the plan. The plan
includes outreach projections and projected financid statements for the five years covered. The plan
was gpproved by the PM Executive Director and, while it has required some adjustments, servesasa
useful management toal.

In addition to the strategic plan, PMN utilizes annua operating plans derived from the strategic plan. In
creeting operationd plans for subsequent years, the MF conducts an annua review.

Adtivities

|dentify and train BOD members

PMN has begun contacting persons considered for potential membership on thelocal BOD. The
inditution is currently looking for representatives from the commercia banking sector, amember of the
BID, people with high profiles, expertsin MF and people without financid background. They are
stressing that potentiad members not have politica ties. PM’s Executive Director is advisng the
inditution on potentid BOD members. It is believed that there will be aminimum of five memberson
the BOD.

In their contact with potentid members, PMN has communicated the needs of the NGO, its need for a
loca BOD, aswdl as the responshilities and authority of BOD members. Whileit is clear that some
form of training will be given to the BOD membersin ther duties, there is no fixed plan for doing so yet.

Formlocal BOD
PMN management has been meeting with potential BOD members since September 2003. One
activity conducted in these meetingsis discussion of possihilitiesfor the find legd status of the NGO.

Write by-laws
While the PMI BOD has bylaws, none have been created at this stage of development of the local
BOD. However, it islikdy that the PMP and PMM bylaws will serve as a starting point.

Apply for legal status as a local NGO

PMN is currently registered as an internationa, non profit NGO with a*“perpetual number.” The
goplication for local regigtration has not yet been conducted, asit is till unclear what will be the best
legd structure asalocd NGO.

Carry out strategic and financial planning
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See the indicator above.
Objective 2. Expand training and credit program

Indicators
Reaults as of December 2002 and June 2003.

Number of Clients: 12,400. PMN reported 10,733 and 11,096 respectively.

Gross Loan Portfolio: $900,000%”. PMN reported $974,919 and $1,010,998 respectively.?®

Income earned®: $470,000. PMN reported $414,908 of earned income as of December 31,
2002 and $257,937 as of June 30, 2003.*°

Operational Sdlf-sufficiency®™: 100%. PMN reported 89.7% and 102.6% respectively.

Adtivities

Recruit and organize 8 groups of 25-30 women each month. The average group Sizeis 26,
however, PMN has not met the target of 8 groups per month.

Provide pre-credit training to all groups. All groups must receive pre-credit training in order to
receive aloan. PMN employs*“group formers’ whose responsibility isto train groups before loan
disbursement. Their work is verified by the department supervisor, who is responsible for verifying that
each group has been properly trained. Verification includes both ord and written exams.

Supervise repayment and savings on a weekly or bi-monthly basis. All groups are supervised
by loan officers at bi-weekly payment meetings.

1.4.3.3 PMN Cross-Cutting I ssues

1.4.3.3.1 Partnerships:

PMN has received technica assistance from PMB. The PMI office dso provides the MFI with TA and
program supervison, particularly in the area of financia management and adminigiration, which PMN
considersto be of good quality.

PMN has provided technicd assstance to PMP in the start-up phase. The director of PMP visited
PMN for atime to observe operations.

The Director of PMN reported that she sees benefits to being a part of the greater network, including:
interchange of experience between programs, increased vishility and access to donor funds, cost

27 Gross loan portfolio refers to the outstanding principal balance of all outstanding loans, including current, and
delinquent loans, but not loans that have been written off.
28 Using historical exchange rates of 7.734 and 7.876 Cordobas per USD, respectively.
2% Income earned refersto Interest on investments, interest on loan portfolio, commissions and fees.
30 Using historical exchange rates of 7.734 and 7.876 Cordobas per USD, respectively.
31 PMN usesthe following formulafor calculating Operational self-sufficiency: Financial income/ (financial costs +
loan |oss expense + administrative costs)
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sharing for technica assstance and better program supervision.
1.4.4.3 PMN Lessons Learned and Observations

| dentify major successes, challenges and constraints in achieving each objective. Include a chart
that summarizes the program’ s successes and weaknesses. See summary of the program’'s DIP
results status Annex B

Lessons Learned
In creeting the drategic plan, it isimportant to involve dl levels of the inditution in order to have buy-in
and commitment to the plan.

Congraints and Chdlenges
In identifying and sdecting locad BOD members, PMN has observed thet there is only asmall pool of
candidates with both sufficient experience and time to dedicate to the BOD.

While they are only beginning the process of registering the ingtitution as aloca NGO, PMN foresees
that thiswill be a difficult and bureaucratic process.

1.5.5.3 PMN Information Systems

PMN utilizesthe old PMB MIS. While the system provides the indtitution with sufficient information to
track the portfolio and make management decisions, it has lead to problems of efficiency. The MF
must work off line and outside the system in sometasks. Asthe network hopes to consolidate the MIS
systems of dl countries, currently PMN is evaluating PMM’ s system. To this end the ingtitution has
contracted an externa consultant to evauate the MIS. If they can determine that the PMM system will
serve thar needs, they will useit. If it will not, they will look for another sysem in coordination with the
rest of PM.
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4. ProMujer International

1.4.2.4 PMI Achievement of Objectives

Program Objectives Strengths W eaknesses
1. Enhance PMI's - Strong and active PMI BOD - Lack of dear and uniform
managerid and technica - Low-Cost ‘ Support and roles, respongibilities, and
capacity to establish and Coordination Office reporting relationships between
support locd autonomous | - Motivated, taented, highly PMI and the country programs
affiliates and coordinate productive staff wererecruited during | - Undear long-term vison
activities of the network. theMG for the PM Network
Strong capacity to fundraise for the | - Did not meet god of
network cregting dl loca autonomous
Strong grants management programs
Strong coordination of network - Littlelocal BOD training
activities and development of PM - No standard Network
shared policies and proceduresis policies, procedures, or
underway as of June 2003 with the hire | manuds other than financid
of new program officer (Operations policies
Officer) - Little documentation of
lessons learned and program
innovetions

1.4.2.4.1 Changes made to the DIP

A budget redllocation request, dated 23 Sept. 2002, was approved by Lori Pommerenke of USAID.
This request reallocated $16,563 from consultants to travel for the headquarters portion of the program.

1.4.2.4.2 Results

Objective 1. Enhance PMI’s managerial and technical capacity to establish and support local
autonomous affiliates and coor dinate activities of the network.

PMI accomplishments under this objective were delayed by the lack of necessary PMI gtaff during the
magjority of the MG period. Important steps were taken during the second haf of the MG period that
will sgnificantly improve PMI’ s technical and managerid capacity to serve the network — mainly through
the hiring of afull-time Financid Officer and full-time Operations Officer. The current PMI office staff
and BOD are talented and present a capable and motivated team for going forward. In addition, PMI
recognizes the areas where there are shortcomings and has implemented appropriate projects to
address these needs. In particular, they are in the process of recruiting technical advisors to service the
network needsin MIS and internd audit functions.
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An important area PMI has yet to addressis the lack of documentation of policies and procedures for
the network other than financid policies. A sysematic effort to define and document the PM guidelines
and policies for operations (e.g credit, accounting, human resources) is critica for implementing new
programs and facilitating PM1 overdght and support of field programs. The accreditation system will be
away to develop common standards to which PM programs will be accountable to and thisis an effort
underway.

a Supervise and Support Country Programs:
Indicators

Five year strategic and financial plans. PMI has afive-year drategic and financid plan thet was
written in October 2002 by the PMI office without the opportunity for input or participation by the
country programs. It serves primarily as amarketing document to describe program goas and
objectives, but does not contain the strategies and implementation steps that comprise atrue
drategic plan. It does not provide internd programmatic, planning or decisionmaking guidance a
the network and country levels.

Annual Plans and Annual Budgets. PM does not have a policy that requires annud plans,
athough most of the country programs create them as part of their annual budgeting process.
Country programs submit annual plans and budgets to ether the PMI office, the PMI BOD, and/or
to their local BOD. However, the country programs have not been trained in producing vaid and
coordinated plans and budgets, as evidenced by submittals of annua budgets prior to completion of
annuad operating plans. PM lacks a coordinated process for developing annud plans and budgets
that are congstent across the network and which reflect the PMI strategic plan.

Quarterly Program Reports. Every quarter, each country director is responsible for submitting a
detailed program report to the PMI office and PMI BOD. The standardized reports are
comprehensive and require the following information:

0 andysgs of the palitica and economic environment;

0 results reporting on financia and non-financia services,

0 description of activities,

0 andysisof chdlenges and inditutiona opportunities;

0 godsfor the year.
The reports are well done and contain much of the information that should be documented for latera
learning within the network.

Quarterly Financial Reports. Every quarter, country programs submit their financia reportsto the
PMI financid officer in theform of a CCREP report that conformsto best practices, SEEP financia
ratios, and generaly accepted accounting principles. Thefinancia officer reviewsthe reportson a
quarterly basis to monitor performance and to highlight any red flags. Also on a quarterly bass, the
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financid officer consolidates these reports and produces a summary report that is reviewed by the
finance committee of the PMI BOD. The PMI BOD works with the PMI financid officer to
monitor the financid information closdy. In addition, the country programs submit their financid
gtatements and variance reports on a monthly basis.

Annual Program Evaluations. Annua program evauations are carried out by the PMI Executive
Director and financid officer. Thisisnot aformalized or documented process. It conssts primarily
of an annud vigt to each program by the Executive Director and by the financid officer (previoudy
performed by the financid advisor). Each programs operations are evauated during the vist.
Reports of the Executive Director’ s findings and observations are written and submitted to the PMI
BOD and discussed with the country staff and board.

Loan Resources Identified. The PMI office helps country programs to gather resources to meet
the needs of their programs. PMI far exceeded its MG match requirement for the loan fund of
$300,000, raising atotd of $1.2 million in donations and loans during the MG period. $625,000
has been lent to the PMP to fund micro lending.  In addition, Unitus has issued a$1.5 million line of
credit for PMM, which has not been accessed yet.

Annual Impact Data Collected. All of the country programs are encouraged to collect impact
data on their clients and programs. However, thereis no systematized collection or reporting
process. Severd formd one-off impact evauations have been carried out. Available impact
information isincluded in the quarterly reportsto the PMI BOD. PM has severd current research
initigives (with Imp-Act/Ford and SEEP/PL P¥) to assess client satisfaction and monitor client
information. PM is making significant progress and contributions to these efforts according to
sources at Imp-Act and SEEP.

Activities

- Increasetime of Financial Advisor. For the first year of the grant, PMI operations were run by
the Executive Director and a part-time financid advisor. The two were respongble for dl program
start-up and monitoring. The part-time financid advisor was responsble for setting up the financia
reporting system that is used as a monitoring system and training tool for country programs. She
monitored the financid progress of the organizations. She aso acted as the program advisor. After
the successful establishment of PMP program, it became clear that afull-time financid officer would
be needed. The financid advisor trained the current financid officer of PMI to take over the job on
afull time bassin June 2001.

Service to the country programs has dramatically increased as aresult of having afull time person
dedicated to the task. Thefinancid officer redesigned the accounting and grants management

32 The SEEP Network manages a Practitioners’ Learning Program (PLP) grant program, which provides grantsto a
group of MFIsand/or MFI network organizationsto work on similar projects. The grantees meet annually to compare
results and share lessonslearned. See www.seepnetwork.org for moreinformation.
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process — budgeting, reporting, budget management and compliance with donor’ s rules, regulations,
and requirements.  She monitors the programs financid performance, reviews monthly and
quarterly financid reports, and works with the Finance Committee of the PMI BOD to ensure
program and financid oversght. In addition, she manages the PM loan fund. She closdly interacts
with the financid gaff in the country programsin regards to: audit, financid reporting and anaysis,
drategic planning; financia projections and budgeting; coordinates the externd audit process of
PMI and country programs combined audit; and assists the Executive Director in the devel opment
of financid proposdsfor new grants and/or investments. Surveys from the September 2003
country directors  conference noted a significant increase in the level of support and input they now
receive from PMI. Thefinancia advisor remains available to the network on an as-needed basis
and isamember of the finance committee on the PMI BOD.

Hire Program Officer. A program officer was hired during the first year of the MG. It became
clear during her year of employment that the position required stronger interpersond skills and that
PM redly needed a strong full-time financid officer to take her place.  Sheleft the pogition in June
2001, and it remained unfilled until June 2003. However, the financid advisor fulfilled therole the
program officer in the meantime as she trangtioned her respongibilities to the financid officer.

The new full time program officer has aready made significant progress towards coordination of
network activities including technical assstance and laterd learning. This program officer isastrong
addition to the PMI office, and brings important experience to the network. She will dso be more
involved in the management of the network as reflected in the title from program officer to
Operations Officer.

Provide program support and supervision. The PMI officein New Y ork is a support and
coordination office which fulfills five important functions. oversight of programs; coordination of
technical assstance (identifying resources within the network for inter-program technica assistance);
documenting and sharing program innovations, sart-up of new programs, and fundraising. PMI’s
primary emphass has been providing up-front support to new programs and monitoring the
activities of other country programs to provide support as needed. It isthe intention of the new
Operations Officer to make ongoing support a higher priority.

Provide financial management and training. Thefinandd officer providesinitid traning to al
new programs on the standard reporting formats and correct calculation of the required financid
indicators. For established country programs, the financid officer will monitor performance
indicators and reporting. If problems arise, the financid officer provides on-site technical assstance
and close monitoring. For example, when PMN experienced financia difficulty during 2003, the
financid officer traveled on-Site three times to provide audit and recovery management assistance.

Develop DIP for each country. The PMI office worked with each of the country programsto
develop a DIP for purposes of reporting to USAID. The DIPs were a hel pful management tool for
the country programs, particularly by providing measurable reporting targets.
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Midterm evaluation of grant program. PMI relied on annud externd audits to evaluae
performance of the country programs. A forma midterm evauation of the MG was not carried out
because the country programs were performing beyond expectations. 1n addition, USAID
gpproved the MEDA interna control report of PMP to serve as the midterm evduation. PMI
provided written annua updates on progress to USAID.

Provide resources identified by affiliates. PMI’sloan fund resource was established in 2000 and
is managed by the PMI office. The loan fund has two products. direct loans to country programs
and loan guarantees to leverage locally available low-interest rate loans. PMI raised $1.2 millionin
donations and loans for the loan fund during the course of the MG period to meet the growing
demand for loan capita by the country programs aswell as a $1.5 million line of credit from Unitus
to fund PMM. PMP drew $625,000 in the form of loans from the loan fund to finance its faster
than anticipated growth.

Provide technical assistance identified by affiliates The PM network’stechnica assstance
modd isfor country programs to provide technical assstance to each other. The PMI officeis not
charged with providing technica assstance, but does provide support and coordination. The PMI
office has developed atechnica assstance listserve for the country programs, and hel psto identify
resources within the network to address the expressed needs.

b. Grants Management

Indicators
Loan Resources |dentified. See above

Number of private and cor porate partner ships From 2000-2003 PMI received grants from 30
organizations. 24 of the grants came from private foundations or corporate partnerships. (Note
that this does not include additiond grants from individuds)

Number of proposals submitted and grants received. From 2000-2003, PM1 submitted
proposals to organizations to support non-financid and financid service activities of country
programs, and genera operating support (GOS). Of the 66 proposals written, 31 grants were
received or pledged. Fourteen proposals for GOS are still outstanding and 38 letters of inquiry
have been sent in 2003. The total amount raised/pledged for the MG period and future years at the
time of this report was $4.1 million. In addition, as stated above, $2.7 million was raised for the loan
fund induding a $1.5 million line of credit from Unitus for PMM.

c. Coordinate Network Activities

Indicators
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Annual meeting of BOD and program directors. The PMI BOD meets quarterly. One of the
four meetings is conducted in a program country in order to provide the PMI BOD memberswith
direct program contact. Additiondly, one annua meeting is held with al loca BOD Presidents and
the PMI BOD. Prior to 2003, the PMI BOD met twice a year and the country directors had their
annua mesting for two to three days before the BOD meeting. The most successful country
directors meeting took place in September 2003, which jumpstarted many of the current network
coordination initiatives. The proceedings of this meeting are extremely well documented and were
distributed to al the country programs for follow up purposes.

Annual country to country exchanges. Exchanges have occurred on an ad-hoc basis primarily
related to technicd assstance. The country programs do not currently have adequate information
about each other. The PMI BOD and PMI office are well informed, but the information has not
been communicated to the country level. The PMI officeis currently developing an intranet system
that will post an internd newdetter highlighting program devel opments, hogt the technica assistance
listserve, and track ongoing discussions and devel opments based on the annua program directors
meseting. PMI will aso be starting an interna accreditation process for the country programsin
2004 to promote network standards and evaluate each ingtitution based on these standards and on
industry best practices. The accreditation team will include a staff member from another PM
country program. This structure will help promote staff learning across the network.

Website and public relations materials devel oped. The website was updated in Summer 2003.
Number of publications- 0

Newsletters — Two externa newdetters per year have been produced and an interna newdetter
will be developed;

Annual reports—annua reports are produced every two years,

Brochures — Two informationa brochures were created - one on the loan fund and the other on
PM in generd,;

Articles — Two articles were written — one for the Nationad Council of Jewish Women Journa on
Building Sdf-Sufficency by Lynne Patterson (ED), and the other was a case study of PMB for the
Micro Banking Bulletin by Nancy Natilson (Financid Advisor);

Sudiess- An EMDAP (Emerging Markets Development Advisor Program) advisor who spent a
year in PMB wrote a case study titled “Controlling Ddlinquency in Microlending”; the sudy was
published in Portraits of Business Practices in Emerging Markets, volume 3, editor Richard G.
Linowes, 2002.

Annual Research and Evaluation Activities. PM is actively involved in two Practitioner Learning
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Programs through the SEEP Network. The first incorporates PMP and PMB in research on Client
Assessment. The second program involves dl 4 country programsin astudy of Efficiency and
Human Resources Management starting in 2004. This study in particular will be criticd for the PM
network. These activities aso promote country to country information exchanges, cross-network
learning, and network organizationa development.

Saff Development activities. Human capitd in the fidd programs and the PMI office has been the
key to PM’s success. Evduations by MEDA (mid-term) and ACT (find) both point to highly
committed and well-motivated staff as contributors to PM’ s success. However, more can be done
to invest in supporting and developing human resources. As noted in the MEDA evauation, the
single most important factor in the prevention of fraud is awell-motivated saff. Staff development at
PM has only taken place on an ad-hoc bagis, primarily in the form of participation in the annua
SEEP and Microcredit Summit conferences. In addition, some staff have been trained in
MICROFIN.

Dissemination of Results (conferences, workshops, papers). Internally: PM hasnot had an
organized or effective process for sharing information. The new Operations Officer hasinitiated
efforts to improve the networks' dissemination capabilities. PMI BOD reports are being trandated
for the country programs. An extensive report from the Country Director’ s meeting was distributed
for program review and feedback. Also, areport summarizing the lessons learned from the recent
PLP workshop on client assessment attended by PMP and PMB is being written and will be
distributed.

Externally: PM has shared results of its PLP research at SEEP meetings and has contributed
sector learning about PMB in the Micro Banking Bulletin. PM has dso reported externdly to the
MIX webgte and the Micro Banking Bulletin, and has participated in Microcredit Summit and
SEEP panels.

Activities
Coordinate network activities. See above
Disseminate program results. See above

Promote studies and research needed to improve programs. PMP and PMB participate in the
PLP on Client Assessment. All four PM country programs will participate in the upcoming PLP on
improving human resource management to increase the efficiency of programs.

Carry out strategic planning by BOD and staff. The current five-year PMI strategic plan was
written in October 2002. However, it was developed by the PMI office without the opportunity for
input or participation by the country programs. At the country level, PMP and PMN have
developed drategic plans that are submitted to the PMI office for comments before being approved
by the locd and/or PMI BOD. PMB submitsits plan directly to the PMI BOD. PMM has not
submitted a strategic plan to the PMI office because it has not been required by their loca BOD. To
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improve grategic planning, the September 2003 country director’ s conference included a discussion
of drategic planning not only for their repective programs but for the network as awhole. The
country directors are now developing a“bottom up” dtrategic planning process to propose to the
PMI BOD.

Hold annual meetings for country directors. See above. The September 2003 mesting
provided strategic andlyss for network relations.

Sponsor program staff at conferences. All country directors attended the Microcredit Summit in
2001 and 2002 except for the PMB director. The Executive Director and financial officer attended
the Microcredit Summit in 2002 aswel. The financid officer, Executive Director and PMP director
attended the SEEP Conferencein 2002. Five staff members from the network have attended the
MICROFIN training over the last three years. Thereis not, however, a policy for dissemination of
information and learning from these events to the entire network

Develop guidelines for network relationships with affiliates. Although PMI has developed and
digtributed affiliation agreements, these agreements did not adequately darify the roles a each leve
of the network. In addition, it is clear that in practice the relationship between PMI and each of the
country programs varies gregtly. Thisis most gpparent in PMB, where the country director isaso
an Executive Director of PMI. Thisunique relationship is cause for concern among the other
country programs.

In particular, there is no clear consensus across the network about the roles and responsibilities of
the PMI office, PMI BOD, loca BODs, and Executive Directors. For example, since the Executive
Directors dso serve as PMI and locd BOD members, there is confusion among country directors
about whether they report to their local BODs or to the Executive Directors.

Assess if the main strategies and activities employed to achieve results were effective.
| dentify any changes made during implementation. Have the strategies and activities been
effective in achieving end of project targets?

PMI chose to focus resources initidly on the start-up and management of the country programs, and on
financid and grants management. This Strategy has resulted in excellent operating results at the country
program level. The PMP gart-up is performing far above the expectations outlined in the DIP. PMN,
which had serious financid management difficulties a the start of the MG period, has shown sgnificant
improvement. The hiring of the full time financdid officer has resulted in effective network-wide financid
and grants management procedures. In addition to effective grants management, PMI met the MG
requirement of $1.5 million.

For the first two years of the grant period, PMI’ s resources remained focused on the more immediate
gods of the country programs, as well asfinancid, and grant management An atempt was made early
in the MG period to fill the program officer pogition for supervision and support to country programs as
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well as the coordination of network activities. As noted above, the first person hired for this task lacked
the necessary kills. The new Program Officer has dready set severa processesin place (strategic
planning, annua country director meetings, etc.) that are highly participatory and which will build a sense
of cohesion within the network. However, the dday in hiring the correct person for this position has
caused delays in the complete fulfillment of DIP gods and objectives.

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

PMI relied on annud externa audits to make sure they were on track in terms of financid performance.
The results of these audits were a driver in maintaining emphasis on performance of the country
programs and financia management. As described above, gppropriate and successful actions were
taken as areault of these audits. However, there was no forma midterm evauation. In 2001 MEDA
carried out an internd control externd evauation for PMP. USAID accepted thisevaduationin lieu of a
midterm evauation.

Also as described above, alack of staff contributed to PMI’ s difficultiesin achieving the DIP indicators
for network coordination. This problem was not addressed until after the mid-point of the MG period.

With respect to MIS, PMI communicated to USAID that the progress was behind schedule and
requested an extension to carry out the activities. A closer evauation at the midterm of the project of
the difficulties that PMB was facing with the software provider in repested failures to complete
deadlines and promises might have resulted in a different course of action and earlier retreat from the
SAF2000 software. Seethe PMB section for detalls.

1.4.3.4 PMI Cross-cutting I ssues
Partnerships:

It isimportant to clarify the structure of PMI to establish the correct context for the following comments.

PMI islegdly respongble for al of the country programsin the network. PMN and PMB are
branches that report directly to the PMI BOD. PMP and PMM have loca BODs, but they are each
controlled by atwo- person assembly, which has the right to remove or replace the locd BOD. The
assembly is made up of one member from the PMI BOD, and one person gppointed by the PMI BOD.
Thus, the ultimate control lays with the assembly, hence the PMI BOD, for the PMM and PMP
programsaswel. Thisreationship isnot well understood by the country programs or by some BOD
members. The PMM and PMP programs are not clear about the roles and responsibilities of the loca
BOD and reporting relationships overal.

Assess the status and outcomes of PM’ s partner ships with local organizations, NGOs, networks,
businesses or intermediate support organizations: Assess the effectiveness of PM’ s approach to
building in-country partnerships. Identify the key elements that contributed to success.
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PMI excds at building in-country partnerships and monitoring the quality and financid hedlth of its
partners. During the period of the MG, PMI established a new program in Peru and in Mexico and
sgnificantly improved the operating results of its other country programs, particularly PMN. PMI’s
commitment to flexibility and innovation has created loca programs uniquely suited to locd conditions
and which take advantage of loca strengths. Country programs do not rely on PMI for direct technica
assistance and/or management but forge their own way. For example, PMM was established with a
very strong loca BOD, while PMP has grown under the leadership of a strong country staff. PMP was
a0 dlowed the flexibility to drop the internd account and it started with an untested seasond [oan
product which contributed to its success early on. A second key eement for the success of the
partnershipsis PMI’ s ability to raise funds for the loan capital needs of its country programs. PMI’s
gtrong fundraising skills have dlowed it to “keep its Sde of the bargain” aswell as providing the
flexibility for country programsto grow at the required rates suited to their local conditions.

Identify local partners and cite changesin local partners’ institutional capacities that occurred
as a result of the program partnerships. Identify what activities were most instrumental in
strengthening local partners;

PM’s model has been to start programs rather than to identify existing loca partners. See section on
PMP for description of the strong and effective in-country partnerships PM has formed for non-finencid
services.

Cite changesin PM’sinstitutional capacities, as a result of learning fromin-country partners;

Although there has been a great amount of learning over the period of the MG, the chdlenge for PMI
remains to document what they have learned through the establishment and growth of each country
program. Thiswill ensure that the learning is maintained within the organization and is available for the
future and for sharing outside of the organization. It will dso alow for better analysis of the strengths
and weaknesses of the variety of structures and products within the network, which will degpen PM’s
capacity to succeed going forward.

Discuss if these partnerships are mutually satisfactory and beneficial. dentify and discuss major
constraints to developing durable and productive partner ships;

Each of the country program’s operations is running satisfactorily, with support and supervison from
PMI. The network as awhole has been able to raise adequate |oan capital and program support funds,
partly as aresult of strong performance a the country level. However, there have been two main
condraintsto creeting even more beneficia and productive partnerships.

Thefirs mgor condraint isthe lack of clear network/affiliate roles and respongbilities (see discusson
under Objective 1, part ¢) Coordinate Network Activities). Thisis particularly chalenging in the
divison of management and reporting responsibilities between country programs and PMI. PMP hasa
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talented but untrained loca BOD, and looks to the PMI office for guidance and supervison. PMM has
avery strong BOD, which has been supporting PMM saff from the beginning and wants more control
to govern the country program. PMB and PMN do not have local BODs and are directly responsible to
the PMI BOD. Further, PMB has a unique status within the network.

PMB is consdered the flagship program, and has the potentia to provide leadership in both technica
and organizationa development for the network. Unfortunately, this potentia has not been developed
and PMB’s unique status has, in fact, begun to create tensons within the growing PM network. Asa
highly developed program, PMB does not perceive that it receives Sgnificant benefits from participation
in the overal network. Therefore, the program is managed with a high degree of independence from the
rest of the network. In addition, the dud role of the director of PMB as aso the co- Executive Director
for PMI has contributed to confusion throughout the network about appropriate management and

reporting responghilities.

These differences in cgpacity and rdationship to the PMI office and PMI BOD have limited the benefits
and productivity of the network asawhole.

The second mgjor congraint isthe lack of intra-network technica assstance and information sharing.
This has limited the connections among country programs and the redlization of potentid benefits
(learning, innovation, capacity building). Thisis described as an important part of the PM model, but
resource limitations and the confusion over gppropriate roles and responghilities (described above)
have ddayed the implementation of these activities. PMB has had limited incentive to share materids,
manuals, policies and procedures, or innovations with other network members. This has reduced the
network benefits received by PMI start-up programs in other countries, which have had to develop
these toals individudly or from outdated materids. It has dso limited cgpacity building throughout the
network.

Recent initiatives by the Operations Officer to coordinate and develop aforma and equitable system of
direct country to country technica assstance, and the start-up of the intranet and listserve, will begin to
address this congtraint.

| dentify outcomes of program links with any coalitions, networks or associations;

See PMP section below and discussion of PM’s active participation in the SEEP network PLP
programs above. See the Partnerships Tablein Annex C.

New Tools, Guidance Or Standards: What changes to the methodology were made in PMP that
wer e successful/unsuccessful which could be applied in other PM programs or other village
banking programs?

See PMP section for the mgority of the andyss. Comments on the other programs are included
below.
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PMM works with a more geographicaly dispersed population, so many of the e ements that worked
well in PMP will not apply to PMM. The lessons learned in Mexico will help the network understand
how to operate in areas that do not have the same population density as the other PM programs.

How effective has the PM loan fund, managed out of headquarters, been in leveraging existing
resour ces and funding the growth of PMP?

The loan fund, established in 2001, has been highly effective for the PM network in providing needed
resources to country programs. Thiswas particularly the case for PMP to fud its quick growth. There
is$1.2 million in the loan fund and the fund has made direct loans to PMP totaling $625,000. Theloan
fund offers both direct loans and loan guarantees to attract commercia financid inditutions as investors
in each country. Going forward the loan fund will be used primarily to pursue guarantees with loca
banks. In addition, Unitus has committed a $1.5 million line of credit to PMM which has not been
accessed yet.

Direct loans to PMP were made for a period of 3-8 years, with aconcessiond interest rate (8% for
PMP) set depending on the cost of funds and with a grace period for principa repayment. PM sets
aside between 10% and 20% for reserves depending on the risk of the particular programs (10% for
programs with an above-average track record, and 20% for start-up programs). The loan fund can
also be used to cover short-term liquidity needs of the country programs.

The loan fund istechnicdly aline item on the PMI baance sheet. At present, thisform is adequate for
its stage of development and for the servicesit provides. The loan fund is managed by a‘Loan Fund
Committee’ on the PMI BOD which continues to investigate options for the ultimate form that the fund
will take. The committee reviews al the loan fund proposals, andyzes the financid condition of the
country programs applying, and monitors the activities of thefund. The loans are supplemented with
technica assstance and training for staff in country programs as gppropriate.

If the loan fund continues to grow (PMI is hoping to raise $5 million for the fund by the end of 2004) the
fund should be managed by afull time officer with invesment and liquidity management experience,

credit analysis experience, and foreign exchange experience to manage the excess liquidity available
within the network across countries

MIS

Since the SAF2000 has not demonstrated the necessary reliability and capability, it will not be
replicated in other countries.

Advocacy:
Thisis not an issue that was addressed by the PMI office. See PMP section.
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Conflict Mitigation/Prevention:
Thisisnot an issue that was addressed by the PM MG program. The country programs do not operate
in conflict Stuations.

Sustainability and Scale-Up:

The PM sdif-sufficiency modd emphasizes alow-overhead support and coordination function & the
PMI office and areliance on resources within the network to provide technica ass stance acrossthe
country programs. Payment for direct technica assistance from one country program to another is
agreed to by the country programs and coordinated by the PMI office. Only if the required resources
are not available within the network, externd consultants will be hired to work on high priority areas
(e.g. M1S). These consultants will be paid on a cost-share system by the country prograns.

The PMI office has successfully kept costs very low. They share office space with two other
organizations and pay modest salaries. Currently country programs do not contribute to the costs of the
PMI office. PMI isexploring an affiliate fee structure but has not cometo a conclusion. Fundraising
has provided a stable source of funds for the PMI office.

Progress and potential for scale-up or replication;

PMM was garted in November 2001 with astrong local BOD that identified the local resources to
begin operations. The program has the financid support of the Mexican federd and state governments
aswdll as corporate sponsors such as Wal-Mart, Citibank and JP Morgan Chase. Unitus, asocia
investment company in the US, is dso supporting the program.

PMI is planning to expand in the next year to another country and is seeking the resources to do so.

PMI projected that for the period, 2003 to 2006, they would need to raise the following sums:
$16 million for the Loan Portfolio; $2 million for financid services; $3 million to cover the costs of non-
financid sarvices; and $3 million to cover the costs of PMI.

Thereis sgnificant progress to be made in identifying loan portfolio resources. In addition to using the
loan fund, the loan fund committee of the PMI BOD is exploring options with existing loan funds, such
as Blue Orchard, to access resources for the network.

Progress made by the program toward achieving sustainability and if PM is planning to measure
post-grant sustainability;

PMB and PMP are financidly sustainable inditutions. PMN is operationaly sdf sufficient and closeto
full finendd sdf-sufficency. PMM is moving more dowly to financid sdf-sufficiency because of the
disperse population dendty in the areas where it is operating, but has adequate funding to support its
operations in the meantime. The PMI officeis currently covering the costs of its operations through
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fundraisng. Itisdso investigating the possibility of creating an &ffiliate fee Sructure to partidly cover the
costs of the support office going forward.

Progress programis making toward diversifying resources, for example building alliances with
in-country business organizations.

PMI is divergfying away from USAID funding, i.e., the sart-up of PMM occurred with loca funding.
Further, PMI istrying to build the loan fund to service the loan capitd requests of the country programs
and isfocusing on building rdaionships with loca banks

1.4.4.4 PMI Program Effectiveness Lessons Learned and Program Recommendations
Lessons Learned

A coordination and support office can provide important services without having to be alarge back
office. The PMI office s coordinating role takes advantage of resources available within the
network, rather then duplicating efforts. PMI is effective at fundraisng and providing support to
start-ups. Itsrole should continue to be providing indirect technical assistance and coordinating
direct technical assstance.

Allowing flexible program methodology leads to innovation. The PMI office needs to document the
variations that have taken place across the network for program learning. Significant advances will
be made now that the Operations Officer isin place for documenting network activities.

Program Recommendeations

Clarify network/affiliate relationships. Thereis aneed to darify the partnership structure within
the network and the roles of PMI office, PMI BOD, locad BODs, and Executive Directors. PMI
should work in conjunction with the country programs in the strategic planning process to decide
what organizationa and indtitutiona structure makes the most sense for the network. They should
evauate various existing models, such as Women's World Banking (local autonomous
organizations) or FINCA (tightly controlled ffiliates). PMI’s current organizationd form and
management practices gpply various eements of each of these structures in different ways across
the country programs. The current legd structure of the organization is not well understood within
the network. The decision regarding ingditutiona structure should be made with input from the
country programs to insure their buy-in.

Establish and document policies and procedures, incorporating network wide learning. A

systemétic effort to define and document the PM program is critica for standardizing existing

programs, implementing new programs, and facilitating PMI oversight and support of fied
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programs. These policies and procedures should be based on a clear set of Guiding Principles,
which describe the unique characteristics of the PM program. The Country Director’s meeting in
September 2003 made a sgnificant contribution to the creation of the Guiding Principles.

These Guiding Principles and an examination of current field program practices should lead to the
documentation of policies and procedures, including financiad management, grant management,
credit methodology, internd controls, and human resources. New country programs require a
start-up set of stlandard manuas. New and existing country programs would benefit from an
andysis of the variations of the PM program, and timely access to information about on-going fidd
program improvements.

Since the establishment of the origind PM program in Balivia, there have been many operationd
and managerid innovations. This knowledge is shared informally, but these variations should be
documented and approved by PMI and communicated across the network to support
organization-wide sandardization and learning.

Saff Development Activities. Asnoted by country directorsin asurvey about PMI, the PMI
office has seen adramatic increase in productivity since the full time Financid Officer was hired.
They anticipate Smilar results with the recent hire of the Operations Officer. Staff turnover and
the vacancy in the program officer position had prevented the office from achieving many of the
network activities outlined in the DIP. Continuity in these pogtionsis critica to the development
of the PM network and should be supported by invesment in the skill development of key
personnel. Although five percent of the vaue of an employees sdary may be used for Saff
development activitiesit is not evident that Saff plans have been put in place to promote this
development. This can be encouraged by making it part of the performance evauation process.

The network does not have consstent systems for staff evaluations. PMB developed a human
resources plan with Price Waterhouse Cooper, but the templates and policies have not been
digtributed across the network. In addition, the new PMI Operations Officer has made available
examples of the staff evaluation templates used by CRS and MEDA.. The development of human
resource policies and proceduresis crucid for al organizatiors, but it isinvariably the last priority.
Each MFI “reinvents the whed” on thistopic. There should be standard recommended
templates that MFls can adapt to their organization’s specific needs. The PMI office should
eva uate the three modedls and develop a consstent system for the PM network.

15 Program Management

1.5.1.4 PMI Management Approach

Isthe overall approach to program management flexible, appropriate and adequate?
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PMI has an active, involved and qudified PMI BOD that works in conjunction with the PMI office to
manage the activities of the network. The PMI BOD contributes to the management of the network
through analysis and monitoring by the following BOD committees: Executive Committee; Development
and Public Rdations committee; Finance committee; Loan Fund committee; Governance committee;
Task Force on Next Country.

As described above, the PMI office has five important functions: oversight of programs; coordination of
technical assstance (identifying resources within the network for inter-program technica assistance);
documenting and sharing program innovations, start-up of new programs, and fundraising.

The current program management approach is to use the PMI office as an extension of the PMI BOD
to guide the network activities. Thisis appropriate for the cases of PMB and PMN. However, for the
Peru and Mexico programs, this gpproach can undermine the authority of the local BODs, since the
country programs report to or receive direction from the PMI office instead of their locd BOD. This
conflict could be resolved if the PMI BOD worked through its representation on the loca BODs and if
necessary through the assembly of the local BODs.

|s the program cost effective and timely in converting inputs into outputs and outcomes?

As discussed above, the PMI office is cost effective in the way it is structured as a support and
coordination office. It takes advantage of resources within the network to provide outputs and technica
assdance on atimely bass.

1.5.2.4 PMI Quality and Status of Detailed | mplementation Plan (DIP)

Discuss the quality of the DIP, i.e. the clarity and adequacy of the objectives, indicators, baseline
studies and activities.

The DIP for PMI contained only one general objective. In addition to not having a program officer in
place to accomplish many of the activities outlined in the DIP, the DIP did not appear to provide an
adequate guide for the PMI activities. Many of the indicators were quantitative check list items, i.e,
number of private and corporate partnerships and number of proposals and grants received, as
opposed to requiring quditative analyss of progress being made in strengthening the inditutiond
capacity of the organization.

Comment on the utility of the DIP as a management tool for PM, their partners and PVC. — Are
HQ and country programs using the same thing?

PMI used the DIP to manage the progress of the country programs againgt the numerica objectives.
However, it was stated that PM wanted to establish al locally autonomous affiliates. This objective does
not seem to fit in wel with the current lega structure of PMI, nor did it prompt the organization to
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develop guiddinesto darify country program roles and respongbilities

Has the DIP been of value to PM or was the DIP an annual reporting instrument for PVC? PVC
wants to know how to modify the DIP to make it more useful.

PMI commented that the DIP was a helpful instrument to start the planning process with the country
programs, and provided a guide to monitor the indicators for the country programs. However, the
usefulness of the DIP for the country programs diminished as their performance exceeded DIP godls.
On the other hand, the DIP objectives and indicators for the PMI office were too generd to be useful. It
would be very useful that PV C require the inditution to carry out strategic planning, if it doesn't dready
have arecent strategic plan, and to then derive the objectives for the DIP from the indtitution’s Strategic
plan to ensure that the DIP is congstent with the organization’s srategic vison.

In order to make the DIP more useful, organizations should evauate at the midterm whether the
indicators they chose have remained relevant to their operations. If not, they should report to USAID
and there should be a process for dtering indicators at this point. Indicators are selected on a best-
guess basi's during the proposa process, and might turn out to be lessrelevant asthe MG is
implemented. There should be a concerted effort midterm — by the grant partner and USAID —to
discuss with grantees the relevance of the original DIP indicators and activities.

1.5.3.4 PMI Financial Management

Analyze accounting and internal control systems; are adequate financial control systemsin
place?

Theinternd control system for the PM network isweak. PMI has primarily relied on externa audits for
thisoversght. The externd auditors, KPMG, identified areas for improvement with the interna control
systems at PMP and appropriate actions are being taken (described above). 1n addition, the finance
committee of the PMI BOD has proposed athree tiered interna and externa control process for PM
based on the CGAP manud and the Microfinance Network manua on interna auditing. The PMI BOD
has requested input on this proposd from KPMG and the Bank of Boston and will implement it once
approved.

There are very few documented policies and procedures in place to guide the management of the
accounting function. The PMI office uses the Fund- EZ accounting software. Thereis an accounting
manua which outlinesin very basic terms the mgjor procedures for entering monthly dataiin to the
system such as cash dishursements, cash receipts, credit card expenses, payroll, depreciation, grants,
prepaid expenses and summary financid reports. Bank reconciliation is handled on a monthly basis, and
Trandfers, Accounts Receivable, Accounts Payable and Contributions are reconciled only on a quarterly
bass. More detailed procedures for accounting and grants management should be developed for the
PMI office s transactions with the country programs. While there is a password to enter the accounting
program, al PMI staff are able to access the system. PMI should further restrict access to the system..
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In 2002, when the previous accountant left PMI, the financid andyst who had been with PMI for 6
months, first as a volunteer and then as a full-time employee, assumed the accounting function and has
maintained this position for ayear. Sheisthe only person who carries out the accounting and who
knows how to use the software. There is an urgent need to have a staff member trained in this function
as a back-up.

On amonthly basis, the accountant produces financia reports, reconciles bank statements and PM
books, prepares and sends invoices to each country, and pays bills. On aquarterly basis, she doesan
andysis of cash flow, reconciles accounts receivable and accounts payable with every country, and
prepares financid reports for donors. She is aso respongble for payroll, taxes, hedth benefits, pension,
and sending loan interest payments. The Executive Director and the Financid Officer are the authorized
ggnatoriesin the PMI office.

Isthe PVO leveraging additional resources (beyond the match)?

Yes. PMI was required under the MG to match $1.5 million. During the course of the MG period, PM
was able to raise $2.7 million in loans and donations to the loan fund, indluding the $1.5 million line of
credit from Unitus for PMM. Thetota donations pledged to PM from 2000-2003 has been $4.1
million.

1.5.4.4 PMI Monitoring and Evaluation (M&E) System
Does the M& E system supply accurate, reliable and timely performance data?

Much of the findingsin this section are reflected in the andyssin the PMP section above. As noted in
the MEDA Interna Controls Report, it was recommended that PMI receive financid data on amonthly
bassinstead of quarterly. PMI recelves monthly financid statements and variance reports and quarterly
indicator reports. The dataiis andyzed and summarized more completely on a quarterly basisto
prepare the financid reporting for the finance committee of the PMI BOD.

How effective are the steps (if any), taken to institutionalize M& E at PM? Has the program
undertaken to date, any special studiesto assess program operations or impact? Comment on
the quality and utility of these studies, in particular the impact evaluation funded through
Summit and Ford

The requirement of monthly financid information is an important first sep in more effectively monitoring
the financia performance of the country programs. The financid officer is producing qudity andyssin
her quarterly reportsto the PMI BOD. In addition, the finance committee is prompted by information in
the reports to conduct one-off studies. For example, PMI conducted an andysis of PM interest rates
and those of its competitors for review by the PMI BOD.
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In addition, the up-coming network accreditation process will be an important step to indtitutionaize
M& E within the network, not only from the PMI office to the country leve, but dso from country
program to country program. The country programs will be accountable to the PMI office and PMI
BOD aswell asto each other through their responsibility to perform as part of the network.

Thereis aso very important work on M& E taking placein PMP and PMB programs, through the PLP
program on client assessment and through the Imp-Act/Ford project in Peru. These advances are
expected to be embraced at the network level. PMP s creating a process for collecting, monitoring and
evauding dient information. Thiswill leed to improved financid and socid performance of the
programs asit better understands the clients and can respond to their needs. The andlysis conducted by
PMP goes far beyond monitoring and evaluating financia performance indicators of the program and its
clients, and has been important for the program’s excdllent performance. Thework in Peruisseenasa
pilot for developing aframework that can be used across the network. 1t will then be the responsibility
of the coordination and support office to work with PMP to incorporate that learning and processto the
other country programs.

Assess if the partner organizations have increased their capacity to monitor and evaluate their
work, document program achievements, and use data for decision-making and program
advocacy.

The financid officer hasworked closdy with each of the country programs to make sure they
understand and know how to use the CCREP reports. Thisis part of the financid training that PMI
provides to each of the country programs. The reporting and analysis of data by each of the country
programs has improved since PMN detected fraud in its program in 2000. There has been a systematic
effort by the financid officer to stress the importance of quality andyss and monitoring. The assstance
that the country programs receive from the financid officer is highly regarded according to surveys
conducted during the September 2003 director’ s conference.

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

Because of the existing MIS system, data for consolidated reports needs to be extracted from severd
databases into an Excel spreadsheet, which increases the chances for error. This should be considered
in the assessment of PMI network MIS needs. It is preferable for the MIS system to upload financid
inputs rather than requiring data export.

In addition, the MIS system should be designed to incorporate the client monitoring data collected by

PMP. Ther experience has shown that monitoring client information isimportant for program
performance, and the ided MIS system would alow for the collection and integration of this data.
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1.5.5.4 PMI Information Systems
Has the programincreased in-country partners access to information technol ogies?
No, this god was not redized during the execution of the program.

What have been the major obstacles which have prevented PM from completing its objective
under the MG to implement a new management information system for all of its programs?

The attempt to customize the software without dearly identifying the mutua responghilities of the
provider and client.

The attempt by the software provider to work remotely. Thisimpeded SY SDE' s ability to verify
the problems that PMB attempted to explain by telephone, emall, etc. Thiswas an obstacle
throughout the period, despite the fact that SY SDE initialy utilized loca personnd and
representation.

PMB followed all the best practices recommendations for choosing and implementing a new MIS
What went wrong?

Inopportune direction and follow up on the project, placing excessive confidence in the software
provider despite their repested failure to meet deadlines.

Failure to complete promises on the part of the software provider

PMB did not incorporate assstance from PM programsin the other countriesin coordination,
direction or technology.

The provider’sinitid bid did not present redidtic tota costs, and there was no contractud limitation
on cost increases.

The needs assessment failed to incorporate operational requirements (see commentsin PMB
section). The document PMB utilized to identify the MIS system registered important requirements
for the system at the management level; however, it lacked a concrete description of the operationa
capacity required of the MIS by the ingtitution.

What steps have been taken by PM and its partners to share program information and learning?
Since the implementation of the new software isincomplete, PMB has not continued with the planned
tasks associated with the replication and implementation of the SAF2000 software in other countries.
1.5.6.4 PMI Staffing and Supervision

Does PMI and partner organizations have an adequate number of staff with relevant expertise
for supervising/backstopping the program?
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PM has exceptionaly dedicated staff which has been fundamenta to its success. The program has been
built on mutud trust and respect, and this has served the organization wel thusfar. Difficultiesin PMN
with fraud, however, pointed to the necessity of shifting the culture from that of a‘family owned
business to that of an indtitution with organizationd needs for forma supervison and backstopping. This
need has become more urgent as the program has grown to a four-country network with future
expangon plans. The MG came a acriticd time to begin this inditutionaization of PM. The process
has only just begun, however, and it will be criticd in the upcoming year to continue evauating the
personnd needs of the inditution.

The most important step in thisinditutiona process will be identifying and/or developing strong
leadership. The PMI BOD should evaluate the roles and performance of the Executive Directors on an
annud bass®. Astheinditution’s needs change, it isimportant to review, and re-define if necessary,
these roles of PMI’stop leadership. PMI must acknowledge that there is aneed for both operationa
management and for long-term srategic vison and leedership. It isimportant to clarify who bears these
respongbilities and to ensure that al parties have the necessary skills and experience. Although both of
the Executive Directors have played critica rolesin the growth of the overdl organization, PM is
evolving and so must the role and responsibilities of the Executive Directors. They are both deeply
involved in daily management decisions, which has left little room to focus on the long-term vison and
drategic planning for the organization. 1n addition, the reported reluctance of PMB to participate in
information sharing and capacity building across the network demongtrates a conflict in one Executive
Director’s commitment to the development of the overdl network and the success of that individua

program.

The necessary leadership could take different forms, and PM must choose which makes the most sense
for its development needs and indtitutiond culture going forward. 1t is possible that the current
Executive Directors can be trained and supported by the PMI BOD to accomplish the new roles
required by alarger network, such asin srategic planning and leadership. Thiswould be in keeping
with PM’s commitment to investing in the people who have been so critica to the development of the
organization. However, the changing structurd and financia requirements of the ingtitution might require
the addition of management with different skill sets. Alternatively, PM might consider developing a core
group of BOD membersto work closdly with management that helps build a clearer vison and coherent
strategy for the network.

In terms of the rest of the PMI gtaff, an excdllent team is being built to carry out the program activities.
The Operations Officer and the Financia Officer are criticd additionsto the PMI office which are a
result of the MG program. A Development Officer has dso been hired in the last year to help the
Executive Director in fundraisng duties, which will be critical in raisng the needed resourcesto fud
growth. The office assgtant is over quaified and contributes beyond the duties of her job. Thisisa
benefit to the organization now, but could be a problem in the future in terms of her motivation to do

%% Thereisno formal processto evaluate the performance of the executive directors. This should be carried out on

an annual basis like other performance reviews of Country Directors and staff.
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adminigrative tasks.

The missing pieces arein MIS and interna auditing. PMI recognizes and is addressing these two critical
areas where improvement is needed to supervise/lbackstop the programs. An anaysis of network needs
is currently being evauated in both of these areas, and a strategy will be implemented to address the
needs of the network as awhole instead of by individua country. In MIS, aterms of referenceto
identify an MIS consultant for both short- and long-term needs was written and reviewed by dl of the
country directors. Severa candidates had been considered at the time of the evauation. In November
2003, PMI hired Raul Tapia, a Bolivian MIS expert for this pogition. In addition, as described above,
an interna auditing system is being developed by the country directors with input from KPMG and the
Bank of Boston.

Given PM’s desire to continue to support the growth of its programsin Latin America, isits
current organizational structure appropriate, especially in light of PM’s goal to keep a lean
infrastructure in headquarters (so that most of the resources go to the field)? What additional
staff is necessary at headquarters to provide adequate support?

In order to give more room to srategic planning and vision for the network, the Executive Directors
need to spend less time on day to day management of the programs. Under the current structure, this
would shift too much management respongibility to the Operations and Financia Officers and they
would not be able to focus on their important deliverables/outputs for the network. It would be idedl,
therefore, to have a Chief Operating Officer to handle the overal management of the partner programs
and the PMI office.

As noted above, the MIS and internal audit functions are a so needed to backstop the network.

Findly, if the Loan Fund continues to grow it will require a separate person with specific skills, as
mentioned above, to manage it.

1.5.7 PVC Program Management

=  Assess PVC'soversght and backstopping of the cooperative agreement.

PV C program management has primarily been conducted by review of annud reports and periodic
meetings between the PV C Program Manager and the PMI office. The PVC Program Manager visited
the PMI office in 2002.

PMI found the USAID reporting requirements to be somewhat unclear in terms of the people to whom

reports needed to be submitted. PM aso pointed out that it would have been useful to have training or
guidance in creating the DIP in order to prevent having objectives that were too vague.
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1.5.8.4 PMI Program Management Recommendations

1. Define the management roles of PMI office, PMI BOD, local BODs, and Executive Directors.
Thereis no clear consensus across the network about theseroles. In particular, since the Executive
Directors dso serve as PMI and local BOD members, there is confusion among some BOD members,
country directors, and PMI gaff as to whom country directors are ultimately responsible for reporting.

PM should evauate various existing network modds, such as Women's World Banking (locdl
autonomous organizations) or FINCA (tightly controlled affiliates). PM’s current organizationa form
and management practices apply various dements of each of these structures in different ways across
the country programs.

Findly, the PM1 BOD should evauate the performance of the co- Executive Directors. Confusion in the
network might be clarified if roles were more clearly defined and monitored in performance reviews.

2. Strategic Planning:

a. Rewrite strategic plan with country programinput. A new strategic plan should be developed
with full participation by the country programs. The input gathered at the Country Director meeting in
September 2003 could form the basis for writing this plan. The analys's should not only set out targets
asin the current grategic plan, but should aso include strategies and implementation steps for meeting
the goals.

b. Usearolling strategic planning system. PM’s current planning horizon, as reflected in the
drategic plan, is5 years. However, PM does not have alonger-term vison for the network. The lack
of along-term vision presents challenges to the vaidity and usefulness of the 5 year plan. A ralling
drategic planning system, which incorporates medium-term (5 year) goals and objectives but is
reviewed and extended bi-annualy, would benefit PM in two ways. 1t would alow flexibility to
periodicaly revise srategies as the country programs devel op and new countries are added. 1t could
aso be atool that PM uses to develop strategic planning capacity throughout the network, with the god
of creating a 10 year vison that then could inform short and medium term planning.

c. Coordinate strategic planning, annual planning and budgeting. As discussed above, the network
drategic planning process should gather input from the country programs, which is then consolidated by
the PMI office and used for internationa level planning, and ultimately presented to the PMI BOD. The
BOD-approved srategic plan should form the basis for country programs annua operating plans,
which in turn should determine annua budgets.

d. Include the Loan Fund in strategic planning initiative. PM should determine their gods for the
Fund, consdering whether they want to grow the loan fund, or to access other exigting loan funds such
as Blue Orchard. A decision to grow the Loan Fund should include hiring a Loan Fund manager with
gppropriate experience in investments, liquidity and foreign exchange management, and credit andyss.
In the short term, they should evauate options for optimizing use of excess liquidity across country
programs.

3. Establish internal controls. PM recognizes and is addressing the need to establish an interna
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controls system. The country programs have clearly identified their need for the PMI office to monitor
field performance and to maintain quality control, and they have expressed support for an interna audit
function to be run out of the PMI office. The Finance Committee of the PMI BOD is developing a
proposd for an interna audit syssem. Thefield programs will review this proposal before the PMI
BOD approvesit.

4. Complete decision making for country program and network MIS. A decison hasto be made
soon on an MIS system for the network. It iscrucid to have an externa MIS needs assessment for the
country programs and the PM1 office, so that any system that is developed or adapted will efficiently
supply the needed information to relevant parties. PM isin the process of hiring an MIS consultant to
complete this needs assessment and to make a recommendation for a software program that will grow
with PM into the future. Asof November 2003, Raul Tapia has been hired.

5. Increase investment in human capital. PMI should include human resources in the review and
documentation of policies and procedures. PMI should also work towards establishing formd training
agendas and career paths for employees.

1.6  Evaluation Methodology

Briefly present the methodology for assessing various aspects of the program.

= Describe the evauation team members roles and respongibilities;

-Till Bruett visted PMP and wrote PMP findings in this report.

-Laura Foose visited PMI and wrote the PMI section of the report

- Reuben Summerlin conducted phone interviews of PMB and PMN to discuss network partnership
guestions and to gather more detail on the indicators and activitiesin the DIP.

-Raul Tapia conducted the andlyss on the MIS system in PMB to investigate the problems that were
encountered and to gather lessons learned. This work was supervised by Reuben Summerlin.

= Qutline the methods of data collection and analysis to be used and indicate why these methods have
been sdlected. Briefly state congtraints of these data collection methods as well as data limitations;

The ACT team communicated with each other before and after each stage of information collection.
Prior to the vistslinterviews, ACT prepared alist of questions rlevant to the MG evauation so that
gaff could prepare. Theinterviews were tiered S0 asto confirm, verify, and build on the information
collected a each stage. The PMP interviews werefirgt, the PMI interviews second, the MIS interviews
third, and the PMB and PMN interviews conducted last.

In Peru, Till Bruett of ACT, AnaEscdonaof PMI and Katy de la Garza of PMM conducted structured
mesetings with PMP s senior management, regiond coordinators, and field staff in Puno and Juliaca. In

addition, they met with the Chairman of PMP sBOD, COPEME, and a number of PMP s partners. A
focus group was conducted with a group of dientsin Puno and informa interviews were conducted with
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clients and loan officers during viststo village bank meetings & foca centers. Time was spent reviewing
documents on site, observing procedures, and reviewing the MIS system. The eva uation team was
given full accessto PMP s offices and materids. ACT collected and reviewed al itemslisted in the
planning matrix and assessed the rdiability of client and portfolio data by reviewing the source data and
overseeing the process of report cregtion. Given the time congraints, the team did not vist PMP s new
branch in Tacna

In New Y ork, Laura Foose of ACT met with and interviewed dl of the saff of the PMI office, and
conducted phone interviews with the financia advisor, and three members of the PMI BOD- induding
the Chair and Vice Chair of the PMI BOD. In preparation for these interviews, Ms. Foose prepared a
questionnaire focused on the achievement of indicators and activities contained in the DIP and
forwarded it to the PMI officein advance. In New Y ork, time was spent reviewing documents on Ste
and primarily in interviews with the Financid Officer reviewing reporting procedures and with the
Operations Officer discussing program planning. Two full binders of background materias were
provided for the evauator, including dl of the PMI BOD minutes for the last three years, quarterly
program reports, budgets, etc. Ms. Foose was given full accessto PMI’sfinancia statements, reports
and materids. The PMI team was very open, transparent and eager to learn/eva uate their experience.
Ms. Foose provided adebrief of initid findings a the end of the vigt to alow for feedback.

In Bolivia, Raul Tapia conducted an on-Site andysis of the design and implementation of PMB’'sMISin
order to investigate the problems encountered and to gather lessons learned from the process. In
preparation for the visit, PMB management was provided with a questionnaire to serve as a guide for
the ongte interviews. After conducting his andyss, Mr. Tapia provided ACT with areport of his
findings, which ACT then incorporated into the PMB section of the fina report.

According to the terms of reference agreed upon by USAID, no on-Ste visit was required to assess
completion of programmatic objectives for either PMN or PMB (gpart from the MIS implementation.)
Instead, Reuben Summerlin of ACT conducted phone interviews with the executive directors of both
PMB and PMN from the US. In preparation for these interviews, Mr. Summerlin prepared
guestionnaires focused on the achievement of indicators and activities contained in the DIP, aswell as
each program’s participation in the PM network partnership. Questionnaires were shared with
members of the evauation team as well aswith Ana Escaona, for input on form and content. Once
completed the questionnaires were forwarded to the executive directors of each program in preparation
for theinterviews. Each phone interview conssted of one hour-long session. In addition to answering
al the evduator’ s questions, each executive director provided Mr. Summerlin with electronic copies of
their CCREP reports to provide back up of reported indicators.
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Attachment 1
ProMujer (Programsfor Women)

Scope of Work for Final Evaluation
Cooper ative Agreement FAO-A-00-99-00056-00

l. Program Context

A fina evaduation of Cooperative Agreement FAO-A-00-99-00056-00 is being conducted to review
Pro Mujer’s progress/success and obstacl es/setbacks in implementing its MG Program.

Pro Mujer is an international women's development organization, founded in 1990 to empower women
to improve their socid and economic staus. Pro Mujer accomplishes this by establishing sustainable
microfinance inditutions that provide the credit and training in business development that women need to
improve their smal businesses and increase their incomes. Pro Mujer aso provides hedth education,
and links women and their families to hedth services. 1n 1999, when the Matching Grant (MG) was
awarded, Pro Mujer had operations in Bolivia and Nicaragua and was serving atotd of 26,100 clients
with aloan portfolio of $2.5 million.

Pro Mujer received aMG of $1.5 million from USAID to:

Strengthen Pro Mujer’ s financid, managerid, technica and analytica capacity to develop and
manage field operationsin Bolivia, Peru and Nicaragua

Egtablish a sustainable microfinance organization in Peru

Increase women' s access to credit in three countries

Increase the self-sufficiency of the credit programs in three countries

Develop anew management information system

Pro Mujer's match to USAID’ s funding was $1.5 million.
. Evaluation Objectives

The Cooperative Agreement between Pro Mujer and USAID/PV C requires an externd evauation of
the MG program. For USAID/PV C the evauation will answer basic questions to determine whether
the program was implemented as designed and what results were achieved.

The primary objectives of the evduation for Pro Mujer are: 1) To evduate Pro Mujer’s operationsin
Peru, key success factors in achieved results and to identify the inditutional systems that it needs to put
in place to continue to expand (i.e., identify threats to continued growth); 2) To identify lessons learned
during Pro Mujer’ s replication process to Peru to be able to apply them in future replications; 3) To
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asess the processes that Pro Mujer has in place for gathering and measuring impact on clients; and 4)
To evduate Pro Mujer’ s current organizationa structure and design in light of its desire to be effectivein
supporting the growth and impact of its programs while a the same time maintaining lean operations a
headquarters.

[1l.  Evaluation questions

The evduation should address Pro Mujer’ s entire MG program including the PMI office aswell as
the programs in Peru, Bolivia, ad Nicaragua. However, because most of the MG program
activities took place in Peru and New Y ork, USAID/PV C has agreed that on-Site evaduations only
need to take place in Peru and New York. The MG activities and resultsin PMB and PMN will be
evaluated through document review and phone interviews.

The Detailed Implementation Plan (DIP) is the USAID-PRO MUJER document that contains the
agreed upon objectives and indicators forming the basis for an evaluation. It isimportant to keepin
mind thet final evaluations are comparative, not descriptive. The eva uation should contrast basdline
and end of project data regarding the status of the beneficiaries and interventions. Evauations
should shed light on progress made and problems faced by the program, and explain why the
project met or failed to meet its objectives. The evauator must cite evidence to support
conclusions.

Key dements of afind evauation are overarching lessons learned, particularly those that are
relevant beyond the immediate program sites, best practices or program guidance.

The following sections describe the key questions and issues to be addressed, in the order they must
be answered in the find evaluation report.

1.1 Evaluation Profile Sheet

Thefind evauation report must include an Evauation Profile sheet that provides the following
information:
PV O name and Cooperative Agreement Number
Pro Mujer (Programs for Women), Inc.
FAO-A-00-99-00056-00
Country Program Sites and Names of Principa Partners
Peru— PMP
Bdlivia— PMB
Nicaragua— PMN
Duration of Grant (Month/Y ear)
September 1999 to September 2002

On August 2, 2002, a one-year no-cost extension was requested to extend the project
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to September 2003 to complete the implementation of the MIS system, to complete the process
of establishing alocal NGO in Peru, and to begin the process for establishing alocad NGO in
Nicaragua.

On June 19, 2003, a second extension was requested for three months, to December
2003 to complete the find evaluation of the MG and full debriefing of the findings with
USAID/PVC and Pro Mujer.

Beneficiary Populations (by age/sex):

As of March 31, 2003:

Bdlivia 43,375
Nicaragua: 15,588
Peru: 15,221

PVC-PRO MUJER match totds ($) and PV C-PRO MUJER match funds disbursed to

date ($):
Budget Actual
Expenditures (as of
12/31/02)
USAID 1,500,000 1,337,760
PRO MUJER 1,500,000 1,486,465

Date DIP was first approved by PV C and changes made to DIP:
Approved: April 2000
Changes. none

Evduation Start Date (start implementing SOW) and End Date (submission of find report to
PVC)

Start: July 30, 2003
End: no later than December 31, 2003, including acceptance by
USAID/PVC and debriefing
1.2 Summary of Conclusons and Recommendations
Provide asummary of the evauation’s main conclusions and recommendations

1.3 Program Background

Provide a summary description of the program to be evaluated:
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Brief history of the MG Program;

Rationde for the program,;

Situation on the ground and status of interventions at the beginning of the program and
relevant basdine data;

What the program seeksto achieve;

Principa partners,
Current implementation status; and
Briefly comment on Pro Mujer’s overdl development plans.

1.4 Program Effectiveness
Program Model or Approach

Briefly describe the program’ s genera approach/model (s) and hypotheses;
Determineif the hypotheses and assumptions under-pinning the program modd were sound.

Achievement of Objectives

This section should identify the program objectives and assess progress made to date toward achieving
each mgjor objective defined in the DIP, for the OMI office and for each country program.

PMI Objectives:
Objective 1. Enhance Pro Women's managerid and technical capacity to establish and support local
autonomous affiliates and coordinate activities of the network.

PMP Objectives:
Objective 1. Establish aloca MFI
Objective 2: Implement credit program

PMB Objectives:
Objective 1. Modify and test the new MIS, SAF2000
Objective 2: Expand training and credit program

PMN Objectives:
Objective 1. Edablish aloca MFI
Objective 2: Expand credit program

Under each main objective:

Assess progress toward each mgjor objective. Provide evidence, criteriafor judgment and cite data
SOUrces.
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Identify mgjor successes, chalenges and congtraints in achieving each objective. Include a chart
that summarizes the program’ s successes and Wweaknesses (see suggested format in Annex A).
Attach asummary of the program’s DIP results status using template given in Annex B;

Discuss theimpact of the program on target populations;

Assess the impact of the program on strengthening the capacity of the PVO's operations at HQ
and in the fidd to ddiver sustainable services, and

Discuss any unintended impacts to date — pogitive or negéative.

Assessif the main Strategies and activities employed to achieve results were effective.

Identlfy any changes made during implementation.
Have the drategies and activities been effective in achieving mid-term/end of project (EOP)
targets?
Did Pro Mujer 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?

Cross-cutting I ssues

Partnerships:
Assess the status and outcomes of Pro Mujer’s partnerships with loca organizations, NGOs, networks,
businesses or intermediate support organizations.
Assess the effectiveness of Pro Mujer’s gpproach to building in-country partnerships. 1dentify
the key elements that contributed to success.
Identify loca partners and cite changesin locd partners inditutiond capacities that occurred as
aresult of the program partnerships. Identify what activities were most instrumenta in
drengthening locd partners;
Cite changesin Pro Mujer’ sindtitutional capacities, as aresult of learning from in-country
partners,
Discussif these partnerships are mutudly satisfactory and beneficia. 1dentify and discuss mgjor
congtraints to developing durable and productive partnerships,
Identify outcomes of program links with any coditions, networks or associations; and
Attach Partnerships Table (see template in Annex C)

New Tools, Guidance Or Standards:

| denti fy 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
goplication.
Assess the new products that were developed by PMP (seasona |oans and educational 1oans)
to eva uate whether these new products are mesting client needs; how have these products been
received by clients? Hasthe transfer of knowledge about the seasond oan product to PMB
been successful and has PMB introduced these new products?
What changes to the methodology were made in PMP that were successful/unsuccessful which
could be applied in other Pro Mujer programs or other village banking programs?

81



What are the key criteriaof Pro Mujer’s methodology, as applied in PMP, that contribute to
success (as measured by 0% delinquency, scale of operations, self-aufficency and efficiency)?
What makes PMP <0 efficient compared to other PM programs and other village bank
programs?

How effectively is PMP leveraging resources within the community to achieve the grestest
impact to its programs?

How effective has the Pro Mujer loan fund, managed out of headquarters, been in leveraging
exigting resources and funding the growth of PMP?

Advocacy:
Determineif the program has engaged in policy or program advocacy:

Describe the advocacy efforts and assess if they contributed to strengthening the policy
environmert or promoted the program in any way;

How does PMP encourage women to be advocates for better health services (advocacy
through action)?

Conflict Mitigation/Prevention:
If any of the MG country programs operate in conflict Stuations, provide the following information:

Determineif Pro Mujer has conducted any conflict vulnerability assessments,

Discuss the usefulness of the conflict assessment in tailoring the program design to address
factors contributing to conflict; and

Briefly discuss rdevant activities and outcomes.

Sustainability and Scale-Up:
Assess program sugtainability and scde-up plans of operations.

Magnitude of the program: size of beneficiary population by age and sex;

Progress and potential for scale-up or replication;

Progress made by the program toward achieving sdf-sufficiency and if Pro Mujer is planning to
measure post-grant sdf-aufficiency;

Progress program is making toward diversifying resources, for example building dliances with
in-country business organizations.

Lessons Learned and Program Recommendations

Outline the main lessons learned from the MG program that would be gpplicable beyond the
program Sites.
Provide recommendations for Pro Mujer, partner organizations and USAID/PVC

1.5 Program Management
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Management Approach

In the context of the program modd and the changing country Stuation, is the overdl goproach
to program management flexible, appropriate and adequate?
Is the program cogt effective and timely in converting inputs into outputs and outcomes?

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

Discuss the qudlity of the DIP, i.e. the clarity and adequacy of the objectives, indicators,
basdline sudies and activities.
Comment on the utility of the DIP as amanagement tool for Pro Mujer, their partners and PV C.

Financial Management

Are adequate financid control systemsin place?
Is Pro Mujer leveraging additional resources (beyond the match)?

Monitoring and Evaluation (M&E) System

Does the M& E system supply accurate, reliable and timely performance data?

How effective are the steps (if any), taken to indtitutionalize M& E a Pro Mujer HQ?
Assessif 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.

Has the program undertaken to date, any specia studies to assess program operations or
impact? Comment on the quality and utility of these sudies, in particular the impact evaluation
funded through Summit and Ford.

Assess Pro Mujer and partner use of data to make management decisions.

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

Verify data pertaining to arandom sample of indicators.

I nformation Systems

Has the program increased in-country partners access to information technologies?
What have been the mgjor obstacles which have prevented Pro Mujer from completing its
objective under the MG to implement a new management information system for dl of its
programs?
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Pro Mujer followed dl the best practices recommendations for choosing and implementing a
new MIS. What went wrong?
What steps have been taken by Pro Mujer and its partnersto share program  information and

learning?

Staffing and Supervision

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

Given Pro Mujer’ s desire to continue to support the growth of its programsin Latin America, is
its current organizationa structure gppropriate, especidly in light of Pro Mujer'sgod to keep a
lean infrastructure in headquarters (so that most of the resources go to the fidd)? What
additiona staff is necessary at headquarters to provide adequate support?

PVC Program Management

Assess PV C's oversght and backstopping of the cooperative agreement.

Program Management Lessons Learned and Recommendations

Discuss the management lessons learned and recommendations to Pro Mujer, in-country
partners and PVC.

Discuss key success factorsin Pro Mujer’ s achieved results and identify ingtitutional systems
that it needs to put in place to continue to expand (i.e., identify threets to continued growth);
Discuss lessons learned during Pro Mujer’ s replication process to Peru to be able to gpply them
in future replications

Discuss key criteria of Pro Mujer’s methodology, as applied in PMP, that have contributed to
its success and that should be applied beyond PMP and beyond Pro Mujer.

1.6 Evaluation M ethodology

Brle‘ly present the methodology for Sng various aspects of the program.
Describe the evauation team members roles and responsibilities,
Outline the methods of data collection and analysis to be used and indicate why these methods
have been selected. Briefly state congtraints of these data collection methods as well as data
limitations;
Schedule (see “Part 1:Evauation Procedures’);
Attach aligt of cites visited, persons/groups interviewed for the evaduation; and
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Attach aligt of documents andyzed.

1.7 Evaluation Report

The report should address evauation questions in the sequence presented in the SOW. Use a 12-point
font for the report’ s narrative sections and a 10-point font for any tables or charts. Cross-referencing
should be used judicioudy to minimize duplication and redundancy.

Thelig of attachments for the fina evauation report include:
- Thefind SOW
DIP Matrix and Results Status Table (see Annex B for template)
Partnerships Table (see Annex C)
List of persong/groups interviewed
Sdect bibliography

PV C' s approval of the evauation report will be based on the evauation qudity sandards cited in the
text (see “Evauation Qudity Standards,” p. 5). The fina report should be submitted to the relevant
PV C program officer on or before the date for submisson scheduled. Pro Mujer should submit to
USAID/DCHA/PVC, one (1) unbound single-sided copy with dl attachments, one (1) bound double-
Sded copy and a3 Y%’ diskette with an eectronic copy in Microsoft Word97.

Also, acomplete copy should either be emailed or mailed (if the evaluation report and annexes
are difficult to tranamit eectronicdly), to USAID’ s Center for Development Information and Evaluation
(CDIE) addressed to:

The Acquisitions Coordinator

Document Acquigtions

USAID Deveopment Experience Clearinghouse
1611 N Kent Street

Suite 200

Arlington VA 22209-2111

USA

docsubm t @lec. cdi e. org

V.  Budget and Timdine

Annex D isthe budget proposed by the evaluator, Alternative Credit Technologies (ACT) and
accepted by Pro Mujer.

The following timeline has been established for the find evauation:
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Activity Date

Sdect the evaluation team members, Done

including the externa evauator

SOW developed by Pro Mujer and July 25, 2003
approved by USAID

Contract signed between ACT and Pro July 25, 2003

Mujer

Team Planning Medting in DC July 30, 2003
Headquartersvisit to NY September 15-17,2003
Feld vigt to Peru August 24-31, 2003

Dreft of Prliminary Findingsto Pro Mujer

October 1, 2003

Presentation of findingsto Pro Mujer

October 8, 2003

Firgt draft of Evauation report

November 7, 2003

Comments due from USAID & Pro Mujer

November 14, 2003

Fina Evauation Report due

November 26, 2003

Debriefing with USAID & Pro Mujer

TBD, by December 31, 2003

V. Evaluation M ethodology
Please refer to Section 1.6. (ACT to provide information on the methodol ogy)

The evauator will visit the heedquarters office to gather and review information and interview key steff.
During this visit, the evaluator will conduct phone interviews with Pro Mujer saff in Boliviaand
Nicaraguaas well as with Pro Mujer’ sfinancid advisor, Nancy Natilson. The evduator will request
information from Pro Mujer’ s headquarters staff as needed to perform the evauation.

The evauator will dso vist fidd operationsin Peru because this is the Site where mogt activities funded
by the MG program took place. The evaduator will interview the PMP BOD president in Lima and will
travel to Puno for 4 full daysto evauate the program’ s results, outreach and impact. The evauator will
vist Pro Mujer’ s nationd office in Puno, and at least 3 foca centers (branches) between the cities of
Puno and Juliaca. The evduator will randomly sdect the branches to be evauated, will interview the
head of the focd centers and a sample of clients (at least 25) ether individualy or in groups.

Before leaving both the headquarters office and the PMP office, the evaluator should present its
preiminary findings. Pro Mujer will provide additiona information as needed, depending on the
findings

VI. Roles of Evaluators and other stakeholders

Alternative Credit Technologies will be responsible for writing dl the reports, andyzing data and
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comparing baseline vs. achieved targets.

Pro Muler will be respongble for providing the following information to ACT:
Grant Proposal, Cooperative Agreement and DIP
MG Annud reports
Externa Evauation of PMP prepared by Joyce Lehman
Financial Statements and Indicator reports for PMB, PMP and PMN
Other, as needed

Ana Escaona, from Pro Mujer heedquarters will be the Evaluation Manager who will coordinate the
evauation implementation and deliverables. She will accompany ACT on the Site vist to PMP. Pro
Mujer will aso invitea PMM representative to serve on the evaluation team during the visit to PMP.

VIl. Evaluation Report Format
Please refer to section 1.7 above.

VIII. Strategiesfor debriefing, sharing and using information

The first draft of the evauation will be sent to Pro Mujer’ s headquarters and fidd staff for review and
comments. Once the fina report and recommendations are accepted, Pro Mujer will develop an action
plan to address recommendations. The report and action plan will be submitted to USAID/PVC and a
final debriefing medting with USAID/PV C will take place by December 31%, 2003.

Pro Mujer will also seek to publish atechnica note, in collaboration with ACT, in amicrofinance
publication (Journd of Micrafinance, Smal Enterprise Journa, Microbanking Bulletin) to disseminate
the lessons learned from Pro Mujer’ s replication in Peru and specificaly the key factors that have
contributed to its success as measured by 0% ddlinquency, scae of operations, self-sufficiency, and
efficiency. The note will incdlude a description of how PMP leverages its resources in the community to
achieve the most impact for the women it serves. Findly, Pro Mujer will seek to disseminate findings at
the 2004 SEEP conference.
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Attachment 2
List of persons/groupsinterviewed

Peru

Gerardo Pgerrey, President of PMP BOD

Armando Rillado, COPEME director

Carlos Rios, COPEME manager

Naldi Delgado, PMP country director

TaniaMenendez, Financid Manager

Y enni Cordero, Accountant

Juana Coya— Puno Region Credit supervisor
LorenaYturri — Juliaca Region Credit Supervisor

Petricia Alvarez — Administrador

Marlene Chura— Hedth Project Supervisor

Demecia Benique — Business Development and Client Impact Supervisor
Guido Pendoza & Joel Ponce — Systems supervisors
Approximately 20 loan officers, & 4 foca center managers

PMB

Carmen Velasco, Directora Ejecutiva PMB
Hugo Béllott, Gerente Financiero

Roberto Corngjo, Responsable de sstemas
Maria Elena Machaca, Técnico en Sstemas
Gonzalo Esprella, Operador de sstemas

PMN
GloriaRuiz, Directora Ejecutiva, PMN

PMI

Peter Johnson, Chairman of PMI BOD

Elaine Edgcomb, Vice Chair of PMI BOD
Greg Hess, Executive Committee of PMI BOD
Lynne Peatterson, Co-Founder and Executive Director
AnaEscdona, Financid Officer

Jenny Dempsey, Operations Officer

Sue Mark, Devel opment Officer

Crigtina Dd Malino, Accountant

Julia Love, Office Manager

Nancy Natilson, Financid Advisor



Attachment 3
List of documentsreviewed

Peru
Credit
Methodologia
Manud del programa de crédito Asociaciones Comunaes (abril 2003)
Documentos que se mangan para un Comité de Asociacion neuva
Solicitud de crédito regular Asociacon Comuna
Solicitud de crédito regular Grupo Solidario
Informe de verificacion de negoicios y domicilios
Recibe de desembolso
Informe de ciclo
Movimiento de socias parad neuvo ciclo
Manilla de control de pagosy movimiento interno
Control interno de la Asociacion Comuna
Instrucciones pararedizar Ultimos pagos
Plan de pagos por socio
Documentos que se manegjan para un crédito estaciona
o Solicitud de credito
o0 Informe de verifcacion de negociosy domicilios
0 Pandeinverson de crédito estaciona
o Informe sobre d piloto de créditos estaciondes
Crédito Escolar (descripcion del programa piloto)

O OO0 O0OO0OO0OO0OO0o0OO0oOOo

Traning
Destrezas bésicas en negocios 1 (PMB, 3 edition)
Asociaciones Comunaes (PMB 3 edition)
Mi negocio y yo (Desarrollo Empresarid 2003)
Manud dd promotor del sdud y desarrollo humano

Governance
Actas de reunion de junta directiva (abril 2002, enero 2003)
Incripcion de personas juridica extranjeras Pro Mujer
Inscripcidn de asoci aciones Asociacion Promujer Peru
Condtitucion de Asociacion Civil Sin Fines de Lucro (Pro Mujer)
Regigtracion de ENIEX de Pro Mujer
CVsand biographies of BOD

Financid and Planning
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PMP Plan Estrategico 2002-2006

2003 Budget

Plan Operativo 2003 — Activities

CCREP June 2003

Activity variance report June 2003
Consolidated Financia Statements June 2003
Baance Sheet for USAID funds, June 2003
Audited Financial Statements (KPMG) 2002

“Archivo de documentacion de seleccion, contrato y seguimiento del proyecto”.
“Reguerimientos generdes'y especificos paralaimplementacion dd sstemaintegrado de
informacion gerencid”.

Archivo de correspondencia del proceso de persondizacion e implementacion de SAF2000
(ALOs).

CCREP reports, June 2003, December 2002

CCREP reports, June 2003, December 2002

By-laws of Pro Mujer (revised 11/03)
Biographies of PMI BOD members

Pro Mujer BOD Committee Descriptions, 5/03
PMI Organizationd Chart, 9/03
Organigramsfor PMP, PMM, PMN, PMB
Loan Fund Report, 6/03

Description of Pro Mujer Loan Fund

Loan Fund Policies and Procedures

Pro Mujer Strategic Plan 2003-2006

Strategic Plan for Peru, 2002- 2006

Strategic Plan for Nicaragua, 2003-2007
Annuad Operating Plan for Nicaragua, 2003
Pro Mujer Organizational Chart

Pro Mujer Financid Policies, 11/02

Quarterly CCREP reportsfor al country programs

Country Director’s Reports to the PMI BOD
PMB, 11/02, 5/02, 9/01, 10/00, 5/00
PMM, 11/02, 4/02
PMP, 11/02, 4/02, 10/01, 4/00



PMN, 11/02, 12/01, 10/00, 4/00

Minutes— PMI BOD mestings
6/03, 4/03, 2/03, 11/02, 4/02, Jan/02, 10/01, 8/01, 5/00

Executive Director Trip Reports
PMP, 9/03, 1/02
PMP and PMB, 1/03
PMN, 9/00

Minutes from Annud Directors Meeting

- Consolidated Country Directors survey of PMI (Respuestas Consolidades ala Encuesta de
Percepcionesy Satisfaccion Pro Mujer Internaciona), 6/03
Report for Country Director Meeting (Resumen de la Reunion de Directores 2003), 9/03
Memo outlining follow up to Country Director meeting (Seguimiento ala Reunion de
Directores), 9/03
11/02
4/02
10/00

Reports/Evd ations
First Annual Report for Pro Mujer MG, 11/00
Second Annua Report for Pro Mujer MG, 9/01
Third Annua Report for Pro Mujer MG, 9/02
Detailed Implementation Plan, 5/00 Pro Mujer Peru, A Report on a Review of Internad Control
Systems to determine Vulnerability to Fraud, by Joyce Lehman, MEDA ,12/01
Pro Mujer Peru, Specific Findings of a Review of Interna Controls, 12/01
KPMG Report, Pro Women Combined Financid Statements, 12/00-01
KPMG Report, Pro Women Combined Financia Statements, 12/99-00
Pro Mujer Interest Rate Analysis Report, 11/03

Budgets
MG FY 98 Application, Reallocation Requests 2/02, 9/02
Quarterly Budgets for PMI office, PMB, PMN, PMP, PMM — 2003
Projected Cash flow statements PMI office, PMB, PMN, PMP - 2002

Fundlng
Development Plan — Strategy to mobilize resources for the network, 2003
Generd Reporting and Payment Calendar, 2003
Chart of dl outstanding Loan Fund proposa's and grants received
Chart of Direct Funders to Country Programs
Chart of Funders and Initiated Proposals for PMI General Operating Support
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Chart of Non-Financia Services Funders
Chart of Grants Received, 2000-2003

Accounting
Accounting Procedures Manual
Chart of Accounts
various accounting forms

Human Resources
Employee Filesfor PMI office saff
Job Descriptions
Resumes
Work plans
Employee Reviews
Lig of Staff Development Activities
Proposd for long-term MIS network consultant, 9/03
Pro Mujer Employee Handbook, 8/02
Proposa for Internd and Externd Audit System of PMI, 9/03

Publications/Newdetterd/articles
- Pro Mujer Annua Report, 1999-2000
Pro Mujer Annual Report, 2001-2002
Newdletters, 2000, Fall 2002, Winter 2002, Fall 2003
PMP Interna newdetter, 6/03
Loan Fund generd pamphlet
Pro Mujer genera pamphlet
Pro Mujer Bolivia case study, MBB, 9/00
“Building Sdf Suffidency”-Article in Nationa Council of Jewish Women, 6/03
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