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This summary is based on the PPI pilot presentation made to SEF’s management committee in July 2007.
  It is intended to:

1) Explain the context and methodology of SEF’s PPI pilot

2) Present the results of SEF’s PPI pilot

…………………………………………….
The analysis undertaken to produce this summary was constrained by both the time and tools available to SEF staff.  Therefore, the information and viewpoints included in this summary should not be used for the purposes of reporting or evaluation without SEF’s written consent. 
…………………………………………
Methodological issues
In comparison to common approaches to impact-related activities, SEF currently relies on specific, interactive interviews for the core Impact Monitoring activity.  This approach is labour-intensive because it requires an extra visit to each client’s home or business by the loan officer after every loan cycle, during which no loan-related activities may be completed.  With a cost structure driving SEF’s loan officer-to-total staff ratio to almost 83%, SEF has devoted substantial and precious capacity to this core Impact Monitoring activity – and limited the capacity for loan officers to participate in further research. 

For this reason, SEF made a key decision to create a Survey Team and commit valuable management time to ensuring quality client research, including, for the Survey Team’s first assignment, the PPI pilot.  Like SEF’s labour-intensive Impact Monitoring activities, this decision reflected the importance of poverty assessment to SEF, as well as concern for the commitments and thoroughness of busy loan officers.

Under the supervision of the R&D Dept., the Survey Team spent three months training, testing questions and procedures, refining and, finally, conducting PPI interviews.  As Figure 1 catalogues, the PPI interviews included the full set of ten PPI indicators.  Additionally, SEF added a set of 23 follow-up questions to contribute context and, to a lesser extent, verification to the PPI indicators.    

Figure 1:  South Africa 10-Indicator PPI Tool

	
	Indicator
	Value
	Points

	 
	 
	 
	 

	1.
	What is the main source of energy/fuel for this household?
	Wood, coal, dung, solar, other, none
	0

	
	
	Gas, paraffin, electricity from generator
	14

	
	
	Electricity from mains 
	20

	 
	 
	 
	 

	2.
	Does your household own a motor vehicle?
	No
	0

	
	
	Yes
	15

	 
	 
	 
	 

	3.
	What is the main source of income for this household?
	Remittances, pensions and grants, sales of farm products and services, other non-farm income, other, no income
	0

	
	
	Salaries and/or wages
	21

	 
	 
	 
	 

	4.
	What type of toilet facility is available for this household?
	Other
	0

	
	
	Flush toilet
	12

	 
	 
	 
	 

	5.
	Does your household own a VCR?
	No
	0

	
	
	Yes
	8

	 
	 
	 
	 

	6.
	Does your household own a microwave?
	No
	0

	
	
	Yes
	6

	 
	 
	 
	 

	7.
	Does your household own a washing machine?
	No
	0

	
	
	Yes
	6

	 
	 
	 
	 

	8.
	What is the main material used for the walls of the main dwelling?
	Other
	0

	
	
	Cement block/concrete, corrugated iron/zinc, wood
	3

	
	
	Bricks
	5

	 
	 
	 
	 

	9.
	Does your household own a landline telephone?
	No
	0

	
	
	Yes
	4

	 
	 
	 
	 

	10.
	What is the household's main source of water?
	Other
	0

	
	
	Piped (tap) water on site or in yard
	1

	
	
	Piped (tap) water in dwelling
	3

	 
	 
	 
	 


Source:  CGAP

Figure 2:  PPI Results Overview
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Sources:  SEF (results) and CGAP (poverty likelihoods)
Separately, the ‘poor’ and ‘very poor’ likelihoods for each decile are listed in Figure 2 with the overall results of the PPI pilot, which are discussed later.
  Due to South Africa’s lack of a government-endorsed national poverty line, the poverty likelihoods were calculated using $2-a-day per person for the ‘poor’ poverty line and $1-a-day per person for the ‘very poor’ poverty line.  All results of the PPI pilot are calculated for the full set of ten PPI indicators.  

At the outset of the PPI pilot, three key methodological decisions were made to select clients for the pilot’s sample:

1) The PPI pilot would only apply to TCP branches.

2) PPI interviews would be conducted in all 16 TCP branches.

3) Each member of the Survey Team would be given a list of twice as many TCP clients as they would be required to interview, randomised by PWR score and client age.

The third decision was made in recognition of the fact that reliable addresses, or directions, for finding clients do not exist in most of SEF’s areas of operation.  In practice, either SEF’s loan officer or another client was required to locate a specific client’s house or place of business.  

In fact, members of the Survey Team primarily relied upon SEF’s loan officers to locate clients; meaning, they scheduled their PPI interviews in coordination with the activities of the loan officer.  As Figures 3 and 4 demonstrate, this modus operandi yielded a representative sample of TCP clients by PWR score and client age, when compared with the underlying TCP population as of June 2007.  

Figure 3:  Sample vs. Population by PWR Score
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Figure 4:  Sample vs. Population by Age
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However, in retrospect, the third decision also had an unexpected and adverse effect on the composition of the PPI pilot’s sample of TCP clients.  By providing members of the Survey Team with lists of twice as many clients as needed, their reliance on SEF’s loan officers skewed the pilot’s sample towards TCP clients in loan cycle 1 – also referred to as ‘entering clients’ – as Figure 5 confirms.  

Figure 5:  Sample vs. Population by Loan Cycle
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The likely explanation for this bias is that loan officers spend proportionately more of their time with new clients than existing clients, due to time-consuming group training and first disbursement activities.  Clearly, this must affect the results of the PPI pilot; however, the implications are not obvious in the results discussed later.  

Lessons:  PPI usage

Figure 6 depicts the procedural objectives that SEF identified when deciding to invest its resources in testing the PPI tool – and its lessons learned.  

Figure 6:  Procedural Objectives and Lessons

	PPI usage:  Objective #1

	Test the practicality of relying on selected SEF staff to administer the PPI tool
	Lesson:  The PPI tool was simple for SEF staff to administer

	
	Lesson:  SEF staff were able to independently calculate PPI scores and identify poverty levels

	Data Source(s):  Field observation; staff interviews; staff workshops

	PPI usage:  Objective #2

	Test the abilities of the sample of TCP clients to understand and respond to the PPI indicators
	Lesson:  Eight of the ten PPI indicators were easily understood by TCP clients; the remaining two PPI indicators – ‘energy source’ and ‘income’ – required follow-up questions to validate that clients had fully understood the meaning of the indicators

	
	Lesson:  When asked, PPI indicators generate little obvious discomfort among TCP clients

	Data Source(s):  Field observation; staff interviews; staff workshops

	PPI usage:  Objective #3

	Test the verifiability of individual PPI indicators for the sample of TCP clients
	Lesson:  Seven of the ten PPI indicators were easily verifiable  

	
	Lesson:  Two of the ten PPI indicators were partially verifiable; electricity receipts/bills are difficult to use for verifying ‘energy source’, and, as a mobile asset, ‘motor vehicle’ could be difficult to verify – although this was not the case during the pilot

	
	Lesson:  One of the ten PPI indicators – ‘income source’ – is very difficult to verify, as many salary/wage workers are paid with cash or cheque

	Data Source(s):  Field observation; staff interviews; staff workshops

	PPI usage:  Objective #4

	Test the relevance of individual PPI indicators for the sample of TCP clients
	Lesson:  Two of the ten PPI indicators – ‘washing machine’ and ‘landline telephone’ – were answered affirmatively by less than 5% of clients

	
	Lesson:  The mass adoption of cell phones as a wholesale replacement for landline telephones has likely eroded the strength of this PPI indicator

	Data Source(s):  PPI


The procedural lessons learned by SEF during the PPI pilot were overwhelmingly positive for the further coordination and testing of the PPI tool.  

Most immediately, the time required for the PPI interview – even with the full set of ten PPI indicators in Figure 1 and SEF’s added set of 23 follow-up questions – averaged 25-35 minutes, depending on the pace of the Survey Team member.  Because most of the PPI interview was devoted to supplementary follow-up questions, SEF is satisfied that the full set of ten PPI indicators does not impose an unnecessary time burden on field staff.

With the exception of the bias towards entering TCP clients in the PPI pilot’s sample, the Survey Team had no problems administering the PPI tool.  None of the PPI indicators were difficult for clients to understand; nor did clients exhibit noticeable discomfort when responding to any of the PPI indicators.  

Given that Survey Team members able to check responses to at least eight of ten PPI indicators, SEF is satisfied that the PPI tool is adequately verifiable.  Although full verifiability of all ten PPI indicators is ideal; for SEF, this principle is less important than a comprehensive range of livelihood areas, some of which may be more difficult to verify, such as food security.    

………………………………………………………………………………
Results:  PPI poverty assessment

SEF’s poverty assessment objectives and results for the PPI pilot are summarised in Figure 7.  

Figure 7:  PPI Objectives and Results

	PPI poverty assessment:  Objective #1

	Produce a sample estimate of poverty levels for all TCP clients
	Result:   As administered, the PPI tool estimated 89.5% of all TCP clients as ‘poor’, using a $2/day poverty line

	
	Result:   As administered, the PPI tool estimated 64.4% of all TCP clients as ‘very poor’, using a $1/day poverty line

	Data Source(s):  PPI and branch

	PPI poverty assessment:  Objective #2

	Produce a sample estimate of poverty levels for entering TCP clients
	Result:   As administered, the PPI tool estimated 89.0% of entering TCP clients as ‘poor’, using a $2/day poverty line

	
	Result:   As administered, the PPI tool estimated 63.8% of entering TCP clients as ‘very poor’, using a $1/day poverty line

	Data Source(s):  PPI and branch

	PPI poverty assessment:  Objective #3

	Evaluate if the PPI tool reflects a change in poverty levels over time (i.e. ‘impact’) for the sample of all TCP clients
	Result:   As administered, poverty levels show no significant change over 10-plus loan cycles for the sample of all TCP clients, for which enough data is available; indicated by a correlation coefficient of –0.09; this relationship is unchanged when using subsets of more or less ‘poor’ clients, based on PPI score

	Data Source(s):  PPI, loan cycle and branch

	PPI poverty assessment:  Objective #4

	Compare PPI and PWR scores for the sample of all TCP clients
	Result:   As administered, the PPI and PWR scores show no significant relationship for the sample of all TCP clients; indicated by a correlation coefficient of 0.04

	Data Source(s):  PPI, PWR scores, loan cycle, loan size and branch

	PPI poverty assessment:  Objective #5

	Compare PPI and PWR scores for the sample of entering TCP clients
	Result:   As administered, the PPI and PWR scores show no significant relationship for the sample of entering TCP clients; indicated by a correlation coefficient of 0.02

	Data Source(s):  PPI, PWR scores, loan cycle, loan size and branch


The results of the PPI pilot highlighted in Figure 7 are intriguing, even though they collectively yield more questions than answers.  For clarity’s sake, these results are sub-divided into three parts, beginning, simply, with ‘poverty levels’.

Poverty levels 

The banner results of the PPI pilot are the overall estimates of TCP poverty levels, based on the underlying TCP population from which the pilot’s sample clients are drawn.  With 89.5% of clients estimated to be ‘poor’ and 64.4% of clients estimated to be ‘very poor’, TCP clearly reaches poor and very poor populations, using $1-a-day and $2-a-day poverty lines, respectively.  But, in order to assess if these overall estimates constitute active targeting, further context is required.  

Across SEF, Figure 8 demonstrates that the poverty levels for branches trends from the poorest in TCP’s oldest areas of operation, in the far north of Limpopo Province, to slightly less poor in its newer TCP branches, in the south of the province and neighbouring provinces.  This trend is supported by the relative poverty levels calculated in the 2001 – and most recent – national census, field staff feedback and the expected impact of platinum mines in TCP’s newer branches.  

Figure 8:  PPI Comparison by Branch

[image: image5.emf]55%

60%

65%

70%

75%

80%

85%

90%

95%

100%

MARBLE HALL

GROBLERSDAL

FETAKGOMO LWAMONDO

VUWANI KHOMANANI

Branch

Likelihood 'Poor'

(<$2 a day)

Likelihood

'Poorest'              

(<$1 a day)

Sample

Size 

72

Sample

Size 

40

Sample

Size 

37

Sample

Size 

30

Sample

Size 

30

Sample

Size 

58

southern Limpopo        

|

        northern Limpopo


The most direct comparison to independently-estimated poverty levels, using the same $1-a-day and $2-a-day poverty lines, is possible at the provincial and national levels.  Figure 9 compares the overall estimates of TCP poverty levels against these provincial and national equivalents.
Figure 9:  PPI Comparison to External Studies 
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With little doubt, Figure 9 confirms that TCP not only reaches poor and very poor populations, TCP also succeeds in actively targeting these populations within SEF’s areas of operation.  

……………………………………………………….

First, it is important to clarify that the PPI tool itself carries a degree of precision – and of imprecision.  This degree is driven by the suitability of the national dataset used to construct the PPI tool, particularly the required expenditure module.  For the PPI tool tested by SEF the degree of imprecision is most apparent in the scale of ‘very poor’ likelihoods in Figure 2. 

Hypothetically, even if all TCP clients in the PPI pilot’s sample scored ‘0’ the overall estimate of very poor TCP clients would be 71.4%, according to Figure 2.  With perfect precision, if all TCP clients in the PPI pilot’s sample scored ‘0’ the overall estimate of very poor TCP clients should be 100%.  However, in this hypothetical situation, the weakness in the chosen national dataset would prevent the PPI tool from achieving, with confidence, greater precision than 71.4%.  By implication, with a more suitable national dataset, the PPI tool could be constructed to reliably identify higher poverty levels, and, thus, demonstrate better poverty outreach.
 

…………………………………………………………..
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� The name PPI pilot is used to define the testing of initial version of the PPI tool, which took place between April and June 2007.  As of July 2007, SEF is further testing the initial version of the PPI and exploring alternative versions of the PPI tool.  


� MicroBanking Bulletin (2006) 


� The best-available national dataset for the PPI tool was identified as the 2005 General Household Survey, administered by the government statistics bureau, StatsSA.


� ‘TCP’ refers to the Tshomisano Credit Program.  This is SEF’s exclusive poverty-targeting, impact-focused program, chosen for all future expansion branches in 1999 and currently numbering 16 branches.  SEF’s original program, ‘MCP’, accounts for the remaining six branches and does not incorporate PWR or Impact Monitoring activities.   


� To simplify this document, ‘poverty levels’ are used interchangeably with ‘poverty likelihoods’; although, it is technically more accurate to use the latter term.


� This explanation of precision centres on the understanding that the poverty levels identified by the PPI tool are actually ‘likelihoods’ – or probabilities – which are calculated to a degree of confidence (typically 90%, 95% or 99%).
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