Charity Review Assignment

Robert Mundy

Small Enterprise Foundation

Part 1

1. “What do they do?” section 

Does this section give you a clear picture of the charities' activities, to the point where you can picture how donations are spent?
Yes. Since SEF’s goal is to “simply” loan money—as opposed to transforming money into some product or service and then distributing that service—their role is intuitively easier for me to understand.

2. “Does it work?” Section
Does this section use reasonable methods and use reasonable conclusions to assess the extent to which this charity meets the "impact" criterion laid out at http://www.givewell.org/impact-analysis?
Note: For the sake of this review, I assumed that SEF’s “Key questions about social impact” section was synonymous to a “does it work” section. As per Natalie’s advice, I’ve added certain questions to my review that pertain to SEF’s particular review. 

According to impact analysis principles, SEF must show evidence of low-income recipients, operational sustainability in terms of covering expenses, or quantifiable improvements in recipient’s incomes and standards of living. The economic empowerment page stresses one particularly relevant point: microfinance programs effectively require more proof than health programs. No single microfinance plan has proven to be as robust as certain health programs that will work just about anywhere. As a result, SEF has to prove its effectiveness more rigorously than, say, AMF or VillageReach. I judged this section with that concept in mind.

2a) Does the review discuss any relevant evidence base for the general kinds of programs the charity is running?
Not directly. The review links to a GiveWell page describing the methods of determining MFI effectiveness, which presumably relies on such an evidence base to exist in the first place. 

2b part 1): Does the review competently address the question of whether there is evidence of the charity's past impact, including both "direct" evidence and evidence that the charity has executed proven programs in ways that are likely to replicate their results?  

The review assesses past impact, though not directly. To assess social impact, the review used dropout rates and repayment rates which are taken over a period of years. These two statistics seem like good indicators of past impact. Both suggest that SEF’s programs have worked in the past.

The review does not focus on replication. While I can’t think of an adequate reason why SEF loans couldn’t be arranged elsewhere, or on a larger scale, perhaps explicitly mentioning the feasibility of replication would be good.
2b part 2) Does the review explicitly raise and reasonably consider all strong "alternative hypotheses" for any empirical patterns noted as evidence of impact?  
The review suggests that SEF’s impact may have been limited by alternative credit options, but does not discuss other alternatives that might have nothing to do with microfinance. 


2c) Does the review make reasonable conclusions regarding the likelihood of future impact, considering past evidence?
Again, GiveWell’s review does not explicitly answer this question. Since impact was so hard to prove in the first place for SEF, perhaps not addressing future impact is merely the logical extension of that fact; difficult-to-verify impact today can only mean the same result tomorrow. It might be worth addressing future impact more directly, though. 

2d) In assessing empirical evidence, has GiveWell used the best analytical methods available?  Would other analytical methods be more helpful in reaching reasonable conclusions and predictions?  (Please follow footnotes and read any Excel sheet attachments to the extent that it would help answer this question.)
Since microfinance impact is so difficult to assess, randomized controlled trials would have been ideal tools (as your blog mentions). Sadly, such trials weren’t available. I turned to various GiveWell pages on microfinance to understand the principles that are adhered to when analyzing MFI effectiveness to see if I could add anything of value.

GiveWell cites repayment rates and dropout rates as evidence of SEF’s success. These seem like reasonable benchmarks. Repayment rates are essential for proving the MFI’s viability. Dropout rates indicate whether or not individuals will take advantage of SEF’s services in the long-term, which in turn will indicate whether SEF is providing an effective, useful service worth contributing to.

A key component of the review was an assessment of interest. Specifically, the review needed to determine what the full cost of a loan entailed. I knew almost nothing about assessing the actual cost of a loan to its borrower, so I tried to carefully follow GiveWell’s own analysis of the subject. I consulted the microfinance glossary. In order to find the cost, GiveWell needed to understand how SEF calculated APR and what fees (if any) were attached to a loan. The review includes a chart that calculates an inclusive APR, as well as an EIR that reveals the actual cost a borrower must commit to in order to take a loan and repay it. I was satisfied with this analysis.

According to the “Questions for microfinance charities” page, the review should determine whether SEF’s required savings account met certain qualifications. The SEF review asks some of the questions, but not all of them. In addition, the SEF review also asks questions that are not mentioned on this page. If the “Questions for microfinance charities” is intended to be a template, perhaps these additional questions can be included.
2e) Does the review make a reasonable assessment of possible negative/offsetting impact, as discussed in the "impact" framework laid out at http://www.givewell.org/impact-analysis?

This section is difficult to judge, since impact itself is so difficult to determine. Barring randomized controlled trials, which apparently aren’t common in the MFI field, other analytical stand-ins have to answer this question. High dropout rates indicate that something prevents borrowers from relying on SEF’s programs in the long term. Whether this is because other credit options are available, because SEF staff are not trusted, or because borrowers simply no longer need the money is still unclear. Given the number of such possibilities, combined with a lack of empirical evidence at hand as mentioned elsewhere in the review, I didn’t expect extensive explanations in this section. I think the possibility of overindebted clients (which can be construed as offsetting impact) is a valid concern, though it is tucked away in a section other than negative/offsetting impact.

3. "What do you get for your dollar?" section.  This section addresses the "cost-effectiveness" criterion laid out at http://www.givewell.org/cost-effectiveness.  

3a) Are there issues with the estimates given by GiveWell (ways in which they could be substantially overstated or understated) that are not noted?
GiveWell does not provide a cost-effectiveness estimate. 
3b) Is GiveWell's conclusion the most firm that can be reached with relatively little work?  Are there adjustments and/or other methods and sources that would lead to a different, and better, estimate of cost-effectiveness?
GiveWell does not provide a cost-effectiveness estimate.

4. "Room for more funds" section.  Does this section clearly address what is known about the likely impact of additional donations?
Yes. SEF provided a very precise allocation for future funds. 

Other Issues

Note: After consulting with Natalie, I settled on several questions that deal explicitly with MFI reviews. 

Are GiveWell’s MFI questions reasonable?
I agree with the logic behind these questions. Without randomized controlled trials, I think dropout rates and EIR seem the best possible data to use. They help determine whether SEF is a) doing its job as described b) is offering a service people are using and c) is having a meaningful impact. Part c) is the most crucial question, but is also the hardest to answer, and I feel could not have been answered better using other indicators.
Regarding MFI-specific questions, I think microfinance does require an adjusted approach. MFIs provide a deceptively complex service: fungibility. Money from an MFI can go to any number of purposes—medicine, business capital, food, education, and so on—and so determining the precise importance of a loan to a recipient is a daunting task. Even if a loan ostensibly funds a certain good or service, this isn’t a guarantee that such a transaction will occur (whereas we might be able to assume this would occur when vaccinations or bednets are involved). In addition, we are only privy to a portion of the necessary data to determine impact. We can examine dropout rates and loan repayment rates, but we can’t tell from these facts alone whether money from an MFI was the primary reason a family’s children survived a winter, or that the mother’s business didn’t fail, or that the child attended primary school—at least not without an evidence base that, apparently, isn’t available in the MFI field. Money is not the automatic boon that vaccinations or healthcare logistics can be. Money has great potential to produce meaningful impact, but proving whether it did in a particular instance is difficult. So a series of questions tailored specifically to MFIs serves as a necessary, additional layer of analysis.

Has SEF convincingly answered GiveWell’s questions?

No. I left this review with more questions about SEF’s effectiveness than I began with. That being said, since SEF is comparatively the most open and accountable charity reviewed by GiveWell, I can appreciate its rating (and I applaud their commitment). Initiatives like paying for an independent evaluation also tell me that SEF knows it needs to find answers to GiveWell’s questions if it hopes to convince donors of it success. 
Conclusions about social impact

The review feels trapped between two difficult alternatives. On one hand, microfinance’s impact is not empirically supported. MFIs, like many charities, are often sketchy about their own impact and rely on anecdotal evidence, which I assume makes it even harder to weed out the good from the bad. Accordingly, one alternative might be to penalize SEF for lacking this impact data, and thus not recommend the charity. This logic suggests that no MFI deserves a recommendation, since SEF was the best among many. But on the other hand, SEF provides an amount of information that almost no other MFI does. And MFIs are clearly very attractive donor targets; billions of dollars fund SEF and similar ventures. So SEF’s openness may partially offset a solid evidence base for impact and warrant a recommendation. Even guarded recommendations will improve donor efficiency better than not having such recommendations at all. Modest improvements in “smart giving” might go a long way in such a large field. I’m not I’m satisfied by my conclusion one way or the other, though.

Part 2
Footnote Spotcheck Please spot-check at least five of the footnotes in this review (i.e., follow the footnote and open any relevant document or website).  For each, please write your assessment of whether the citation is accurate both in letter and in spirit.
4. <chart> Data from Small Enterprise Foundation, "Analysis of % of Loans Per Loan Type for All Active Clients."

Usage in GiveWell’s review: The data is used to describe loan options and repayment timetables.
Usage in original context: Identical.
20. "Centre leadership complained of staff undermining decisions taken in the centre about loan sizes and allowing clients to have larger loans even after the centre had agreed otherwise." Small Enterprise Foundation, "Executive Summary: Dropout/Arrears Study Research," Pg 3.

Usage in GiveWell’s review: GiveWell suggests that SEF policy regarding loan requirements may be different than SEF practice, at least in certain instances.

Usage in original context: The same. 

23. "Client protection: Strong values of social responsibility, reflecting principle of ‘respect for all’. These values are integrated into operations; and partially monitored as part of Quality Assurance." M-CRIL, "Social Rating of SEF (2008)," Pg 2.
Usage in GiveWell’s review: The review uses this comment to address client protection. 
Usage in original context: The same. 

37. "The results for the poverty targeted scheme, TCP, show that clients are consistently poorer than non-clients." van de Ruit, May, and Roberts 2001, Pg 23.

Usage in GiveWell’s review:  The research supports the claim that SEF clients are among the poor, which is key to determining their impact as an organization.

Usage in original context: The data does support this claim. I was initially confused what TCP stood for, and when I found out, I didn’t know that program was associated with SEF. Perhaps a clarification would be helpful.
48. Small Enterprise Foundation, "Need for Grants (July 2010-June 2011)."
Usage in GiveWell’s review: Funding allocation estimates provided by SEF are used to indicate room for more funding.

Usage in original context: Identical.
Fairness of summary.  Having read the entire review and spot-checked footnotes, please read the summary at the top of the review.  Does it accurately and fairly summarize the content of the full review?
I think the summary is fair. I enjoyed the (very brief) introduction regarding GiveWell’s quest to bestow $250,000. It situated SEF within a wider context and set me up well for what I saw as the punchline of the summary: SEF stands out as the best MFI among many. New readers will appreciate the backstory.
Independent assessment of the charity.  (see the assignment page for more details)

· Is there any publicly available information that calls into question GiveWell's assertions about the charity's activities, evidence for impact, evidence for cost-effectiveness, or room for more funding?

· Does this independent assessment raise any important issues not discussed in the GiveWell review?

Assertions about charity’s activities
When I found out that MCP’s clients already had businesses and TCP clients were restarting/starting a business, I thought of a question that isn’t considered by the review. Is it better to give money to clients already with businesses, or those without? Depending on the answer, I might tend to support one program over the other (and would expect SEF to as well).
On the About page of SEF’s website is the following comment: “SEF has no direct control of or access to the group savings.” Is this true? Didn’t SEF use money to “patch” other loans, which caused discontent? I want to make sure I understand what SEF is asserting here, and what GiveWell asserts on its review page.

Evidence for impact
Specific client numbers: for MCP and TCP programs might be helpful. The amount of people helped gives me a rough idea of SEF’s scope.
Related to my question in “Assertions about charity’s activities,” I wonder if funding previous business owners produces more impact? Or does funding the poorest produce more impact?

Evidence for more funding

I found nothing of note. SEF hopes to reach 350,000 clients by 2019, but this probably is too distant a goal to be evidence of funding room. 
Important Issues not discussed

I found nothing of note.
Bottom line.  Please summarize whether you feel GiveWell has reached a reasonable assessment, based on the most relevant available information and best available analytical methods and data, about the extent to which this charity meets its criteria.
I have reservations about GiveWell’s conclusion, given the lack of empirical evidence at hand to support SEF impact. But I value SEF’s openness and willingness to improve. Overall, I’m happy with SEF’s Silver Medal.

I would like to know if the differences between GiveWell’s MFI-directed questions and those questions directed at other sorts of organizations arose as a very intentional choice, or arose naturally. If it was an intentional choice, why? Are there particular reasons to not include certain impact criteria in the SEF review? If it arose naturally as a byproduct of simply choosing the best questions for each type of charity, then do you think it would be worth explaining why the questions are different? Or, perhaps, would it be worth integrating standard questions with MFI-directed questions?

During a Skype conversation with Natalie and Elie, we talked about the purpose of my charity reviews. Elie mentioned that my comments help GiveWell prepare the documents for academic or professional review by improving their clarity. So from the perspective of, “we want this review to make sense to the professionals that we show it to,” making the SEF review fit the paradigm used for other reviews isn’t so essential. The review could still be perfectly comprehensible either way. Experts who review GiveWell’s material probably won’t be thrown off by variance in questions; they know what they are looking for. But if you want the review to be consistent with other reviews for the sake of the casual donor, it might be worthwhile to integrate MFI questions with general ones. Curious givers who want to compare two options, or might not know precisely what they want, would benefit from such clarity. 

I also noticed that the Village Enterprise Fund uses the general review format, while Chamrouen uses the SEF format. I think microfinance organizations should use the same format, whether it’s an integrated or distinct question set. 

Typos

Section: “What interest rates does SEF charge?”

For context, a low-risk low in South Africa, as measured by the 1-year interest rate,30 cost 7.24% as of June 18, 2010 (equivalent to about 0.6% monthly).

-Not sure what is supposed to go here.

Section: Sources 

“van de Ruit, Catherine, Julian May, and Benjamin Roberts. 2001. A poverty assessment”

-Include “(PDF)” at end

GiveWell page: http://blog.givewell.org/2009/12/21/is-borrowing-good-for-the-borrowers/
Table 11-b: “Didn’t help me at all” is written twice, with two different figures. Was one supposed to be, “Didn’t help me very much?”

Chamroeun review: http://www.givewell.org/international/top-charities/Chamroeun

Chamroeun is a Silver Medal organization. We rank Chamroeun above all but one other microfinance charities we have considered, though its high dropout rate gives us pause

-charity, also needs a period after “pause.”

GiveWell pages visited

http://www.givewell.org/international/technical/criteria/impact
http://www.givewell.org/international/economic-empowerment/microfinance/drop-out-studies
http://www.givewell.org/international/economic-empowerment/microfinance
http://www.givewell.org/international/technical/criteria/2009-economic-empowerment-grant
http://www.givewell.org/international/economic-empowerment
http://www.givewell.org/international/economic-empowerment/microfinance/glossary#Dropoutrates
http://www.givewell.org/international/top-charities/Small-Enterprise-Foundation
http://blog.givewell.org/2010/03/27/a-good-response-re-diversion-of-skilled-labor/
http://blog.givewell.org/2009/10/23/6-myths-about-microfinance-charity-that-donors-can-do-without/
http://blog.givewell.org/2010/04/02/microfinance-interest-rates/
http://blog.givewell.org/2009/11/04/evaluating-microfinance-charities/
SEF site

http://www.sef.co.za/backgound
http://www.sef.co.za/about-sef
http://www.sef.co.za/files/SEF_AFS_2010.pdf
Other
Nominal APR: http://en.wikipedia.org/wiki/Annual_percentage_rate#Nominal_APR_does_not_reflect_the_true_cost
PWR explanation: http://www.microfinancegateway.org/p/site/m/template.rc/1.11.48260/1.26.9234/p/site/m/template.rc/1.11.48260/1.26.10538/
