PROPOSAL FROM ACCION INTERNATIONAL

I. List of programs (one page maximum).  
ACCION International supports microfinance programs in sub-Saharan Africa, with partner microfinance institutions (MFIs) in Uganda, Tanzania, Benin, Ghana and Nigeria. 

Brief Project Descriptions

Akiba Commercial Bank is a full-service, commercial bank targeting micro, small and medium enterprises in Tanzania. ACCION has had both long-term and short-term advisors at Akiba since 2002, working in areas such as revising its credit methodology and products, developing standardized policies and procedures for all credit products, developing comprehensive training programs, assisting the bank’s financial management function, contributing to strategic and operational planning and conducting market image and poverty assessment surveys.  ACCION’s partner in Benin, PADME, was founded in 1993 as a joint World Bank –Government of Benin project. ACCION is providing comprehensive technical assistance to PADME as it finishes its transformation into a non-bank financial institution. ACCION began to explore working with EcoBank Ghana in November 2005, seeking to establish microfinance operations in the country and both agreed in 2006 that the best strategy would be to create a new savings and loan for microfinance.   ACCION is working with EcoBank now to finalize office setup, hire and train staff, select the MIS, and establish back office operations.  ACCION expects the new company in Ghana to begin lending in the third quarter of 2007.  What is now ACCION Microfinance Bank, Ltd. (AMBL) was conceived in 2004, in a meeting of Nigerian banks with the International Finance Corporation (IFC).  AMBL has received approval from the Central Bank of Nigeria to begin operations and made its first loans in May 2007. ACCION is providing technical assistance in all phases of the startup operations, including providing the CEO, the CFO, and the Human Resources Manager.  Uganda Microfinance Limited (UML) is one of the largest MFIs in Uganda, reaching more than 28,000 borrowers.  ACCION has provided technical assistance to UML for more than five years, and currently has an advisor there who is the chief credit officer.  UML will be described in more detail below as the featured program.
As a result of these activities, ACCION anticipates that its partner institutions will serve a total of 126,000 clients by the end of 2007.  Projected growth for each country program is summarized in the chart below.

	Institution
	# Active Clients
	Active Portfolio
	Portfolio at risk >30 days
	# Clients/loan officer
	# Savings Accounts

	ACCION/EcoBank Savings and Loan (Ghana)
	720
	$432,000
	5%
	45
	504

	ACCION Microfinance Bank (Nigeria)
	5,750
	$1.4 million
	8%
	164
	N/A

	PADME (Benin)
	61,000
	$49 million
	8%
	400
	N/A

	Akiba Commercial Bank (Tanzania)
	22,000
	$13 million 
	<5%
	180
	91,318

	Uganda Microfinance Limited (Uganda)
	36,206
	$19 million
	<5%
	213 (includes loan officers and field workers)
	56,761

	Total
	125,676
	$82 million
	
	
	148,583


II. Program activities and budget for featured program (three pages maximum).  

Uganda:

The mission of Uganda Microfinance Limited (UML) is to provide customer focused and secure financial services to microfinance clients and other stakeholders in a courteous, efficient and transparent manner. Headquartered in Kampala, UML has 22 branches located throughout Uganda. UML offers clients various savings and loan products with flexible payment schedules and informal collateral requirements.  The co-directors of UML, one Ugandan and one American, met while pursuing graduate degrees in international development. Uganda Microfinance Union was born out of their thesis paper, with the aim of tailoring microfinance services to the Ugandan setting, rather than directly importing models from other countries. In August 1997, UMU was launched with a small seed grant from the Central Bank of Uganda. UMU grew rapidly in its first eight years of existence, paving the way for an institutional transformation to a Microfinance Deposit-Taking Institution (MDI) in late 2005. UML now serves its clients with credit and savings products.  UML is one of the most innovative MFIs in the ACCION Network, offering housing loans, remittance services (through Western Union), and remote transaction services to its clients.  UML prides itself on its customer service orientation and actively seeks input from clients to improve its product offerings 
Uganda has a population of approximately 25 million people, 90 percent of whom are located in rural areas. UML originally began serving rural clients and has since expanded to cover peri-urban and urban areas as well.  People living below the poverty line (less than $2/day) constitute 61% of the population, while 30% constitute the absolute poor (less than $1/day).  It is also asserted that women are the poorest of the poor, what has been termed the "feminization of poverty".  UML’s clients include small shopkeepers, artisans, and traders, many of whom work in the crowded markets of the countries cities and small towns.  UML has opened branches all over the country, including in the areas bordering Sudan, where it serves both native Ugandans and Sudanese refugees.  Please see Attachment 1 for a story of a UML client.  

ACCION has provided TA to Uganda Microfinance Limited (UML) since 2002, helping it to complete its transformation from an NGO to a Microfinance Deposit-Taking Institution (MDI) in 2005. This transformation is extremely important to UML, as the change in status allows it to accept savings, a key financial service needed by its clients.  ACCION currently has a resident advisor at UML as the Chief Operating Officer, the number two position in the company, reporting directly to the Chief Executive Officer. ACCION also provides short term TA visits from US-based staff.

Proposed activities for 2007 include:

· Introduction of a selection score card, based on recently completed database analysis of correlation between client characteristics and repayment tendencies.  This new initiative will be used for a new loan product targeted at the lower end of UML’s current individual working capital product.  The anticipated efficiency gains in the evaluation process will make reaching this poorer market segment more affordable. 

· Facilitation of strategic planning session for a new 5-year plan;

· Conducting customer service training, based on training materials already developed by an ACCION staff member;

· Enhancement of the database and overall improvements in management information system;

· Completion of a poverty assessment study;

· Marketing analysis and assistance to increase the capture of voluntary savings;

· Strengthening the home improvement loan product.

In addition, one of ACCION’s staff members has recently joined the board of UML as an independent director, bringing a broader industry perspective to the governance team.

UML plans to open three additional branches in peri-urban and rural areas in 2007 (currently UML has 22 branches throughout the country) and to increase the number of lending clients from the current 27,652 to 36,206 by the end of the year.  The number of savers is projected to grow to 56,761.  UML clients sell chickens and eggs, repair bicycles, run market stalls that sell rice and beans or are butchers in the market.  A restaurant may be as elaborate as a building with a counter and six or eight tables, or a simple as stall with a table, a couple of chairs and a single pot on a gas ring. They travel to branch offices to pick up their loans on foot, bicycle or motorcycle, or ride crowded minibuses down the rutted, unpaved roads of Kampala and the surrounding countryside.
UML provides financial services to the working poor who can meet their loan requirements.  They offer working capital loans, to help individuals grow their businesses; microleasing programs to help businesses buy equipment or vehicles; education loans to help parents pay for their children’s schooling; housing loans that allow people to improve their property through what is known as the “progressive build” model (as opposed to a conventional mortgage); and salary loans that allow workers to fund a small side business.  In addition, UML offers both simple savings accounts and fixed deposits.  Many deposit a portion of their income at UML each day.
The primary point of contact between UML and its clients are the loan officers, each of whom manages a caseload of 250 individuals.  Loan officers visit clients at their businesses regularly and are out in the markets every day, establishing a bond with the clients, checking their businesses, and seeking out new customers.  They know exactly how long each client has been with UML, who they have referred to UML, how many loans they have taken out, and which are now saving with UML.  They point with pride at successful businesses and are eager to tell their stories and how they have grown.  At the same time, UML keeps very careful track of loan delinquencies, ensuring that its loan portfolio retains its high quality and that the business is both sustainable and profitable.  This will ensure that UML will be able to offer high quality financial services to the people of Uganda for many years to come.
C. Please provide as detailed and precise a budget as possible
Please see the attached UML technical assistance budget for 2007 (Attachment 2).  This is not the organizational budget for UML, but the costs of ACCION’s technical assistance to UML this year.  ACCION does not have an investment in UML.
III. Evaluation for featured program (one page maximum, except for attachments to part B).

ACCION believes in the importance of transparency and rigorous performance measurement as a means to support solid financial institutions with the capacity to serve increasing numbers of the world’s poor.  ACCION has a financial analysis team composed of US - based staff and field staff who work with project team leaders to: 1) project the financial performance of partner MFIs using a financial projection model, 2) to monitor the performance of partners on an ongoing basis and 3) to conduct in-depth CAMEL diagnostics.

ACCION collects and analyzes performance data from its Network of MFIs, including UML, quarterly, both as a tool to measure past performance and to inform ongoing technical assistance.  Analysis of performance is used to improve the sustainability of MFI services.  The monitoring systems provides initial “red flags” to institutions that may be encountering trouble, provides a means for partners to compare their performance to that of their colleagues and serves as the basis for ACCION’s reporting to its Board of Directors and its donors.  The effort also includes technical assistance to partners in their capacity to both collect and interpret reliable statistical information. Finally, ACCION has been very successful in coordinating with other organizations within the industry to develop standards to measure MFI performance.  

The key statistics monitored and collected include: 

· New clients;

· Active clients;

· Client retention;

· Amount loaned;

· Active portfolio;

· Average loan size;

· Delinquency (greater than 30 days).

In addition to this specific monitoring, ACCION can provide detailed performance narrative reports on its activities and accomplishments as well as financial reports.  

ACCION has also developed a Poverty Assessment Tool to help organizations understand how well they are serving poor clients, helping to guard against mission drift.  The tool assesses and analyzes information gathered through loan applications to determine the poverty level of an MFI’s clients and then compares the clients to an accepted poverty standard for the country or region of the country.  Results inform the board and management of the institution if it is reaching the type of client it intends to reach or if it needs to make adjustments to its lending methodology or marketing efforts to go further down market.  To date, ACCION has completed poverty analysis studies at six institutions, including UML.

ACCION does not track the businesses of individual clients of its partner MFIs.

Attachments

1. Client story from UML

2. ACCION – UML technical assistance budget

3. ACCION International Corporate Capability Statement
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