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To: 

Holden Karnofsky, Executive Director

The Clear Fund

Subject:
Round 2 Proposal from Grameen Foundation

Date: 

October 15, 2007

Dear Mr. Karnofsky:

We are very pleased to submit a Round 2 application to the Clear Fund to expand microfinance so more families in extreme poverty can become economically self-supporting.  

Your grant would provide unrestricted support to Grameen Foundation USA for a powerful platform for combating poverty – microfinance.  Not only has microfinance directly improved the welfare of microfinance clients and families worldwide, it has been a “platform” that has catalyzed other social improvements, from health to education. In addition, the success of Grameen Foundation’s 46 local microfinance partners around the world show that microfinance can be replicated in a variety of cultures and environments. To provide empirical data of the impact of microfinance, the proposal contains case studies of three of our partners.  In each case, data was collected on socio economic indicators and the studies show conclusively that clients are better off than non-clients or clients who are recent members of a microfinance institution (MFI). 

We hope a grant from the Clear Fund is possible to hasten the expansion of microfinance, with its strong multiplier effect, to more areas of extreme poverty with urgent development needs. 

Yours truly,
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Helen Yuen

Manager of Annual Giving

INTRODUCTION

Grameen Foundation USA (hereto for referred to as “GF” or “Grameen Foundation”) supports microfinance, commonly known as “banking for the poor.”  Microfinance dramatically changes the lives of poor people by giving them tiny loans, savings, and other financial services to launch their own businesses.  As a woman’s business grows, so does her family’s well-being, her self-esteem, and the job opportunities in her community.

More than 1 billion people on earth live on less than $1 a day.  To answer this poverty crisis, GF was founded in 1997 by individuals inspired by the work of Professor Muhammad Yunus and Grameen Bank, winners of the 2006 Nobel Peace Prize.  Professor Yunus is a founding and current board member of GF.

GF supports local organizations around the world that provide microfinance to poor people.  These microfinance institutions (MFIs), known as GF “partners,” receive financing, technology, and training from GF.  This infusion of resources is designed to exponentially increase the growth and capacity of the microfinance industry so that more poor people can lift themselves above poverty. 

PROGRAM DESIGN: Reducing poverty for clients

Our programs include supporting the expansion of access to microfinance services as a strategy to reduce poverty; applying innovative uses of information and communication technology to create self-sustaining technology-based microbusinesses and support better communications and the flow of information to remote areas; tapping capital markets to bring new, private sector funds to MFIs; and spearheading pioneering technology solutions to expand the effectiveness and reach of the microfinance industry.  We are also committed to sharing “best practices” to advance the microfinance industry’s impact on global poverty.  We have challenged ourselves to achieve the following three goals by March 31, 2009: 

1. Reach five million new microfinance clients.

2. Ensure that 50 percent of clients escape poverty within five years of their first loan.

3. Deliver three innovations that will increase substantially the delivery of microfinance to 


far more of the world’s poorest people.

GF’s microfinance partners reach nearly 4 million families in 25 countries across Africa, the Americas, Asia, and the Middle East. Following are case studies of some of our partners and how they have enabled their clients to positively change their lives.

Case Study I: Kashf Foundation, Pakistan

[image: image1.jpg]'"GRAMEEN
FOUNDATION

Empowering people. Changing lives.
Innovating for the world’s poor.



Drawing inspiration from the Grameen Bank model of microfinance, Kashf Foundation is a microfinance institution based in Lahore, Pakistan that focuses on poor women “to enhance their role in economic and social decision-making.” The MFI began working in 1996 in Lahore’s urban slums, and now has 130 branches across the country serving 250,000 clients and has disbursed $110 million in microloans. It is one of the few financially sustainable microfinance programs in Pakistan.
Kashf performed an impact assessment in 2005 to measure how well it is accomplishing its mission of poverty alleviation and women’s empowerment.  The most recent survey was designed to answer:
· Is Kashf reaching low income households?

· Are Kashf’s services leading to poverty alleviation? Is it leading to an increase in economic welfare, a reduction in vulnerability?

· Is involvement of clients increasing their decision-making capcity in the household? Is there greater empowerment of women?

Study Methodology:

Kashf drew its survey results from 250 personal interviews which provided quantitative data on economic indicators such as income and nutrition. Surveyors acquired qualitative data through seven focus groups. The survey needed to minimize self-selection bias, or, the fact that people who choose to join an MFI are inherently different from those who do not join.  Therefore the control group needed to be members of Kashf who had not yet received a loan.  However, since clients typically receive their loans immediately from Kashf, the control group instead is composed up of clients who have been in the program for six months or less.  The comparison group was a sample of “mature” clients, or individuals who had been with Kashf for 3-5 years. 

Results:

On the first question, “is Kashf is reaching the poorest?” the survey found that almost all clients are either “poor” or “very poor.” In fact, 95 percent of new clients are “very poor,” meaning they live on less than $1 a day. 
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As for poverty alleviation, Kashf found that its activities significantly transform the lives of its clients. The table below illustrates that mature clients have an income that is more than double that of new clients. 
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As clients stay with Kashf and take out successive loans, their incomes tend to increase, as illustrated in the table below.  
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However, because income can be influenced by various factors, Kashf compared perception of income between mature and new clients.  They asked clients what impact they felt microfinance had had on their incomes. More than 70 percent of mature clients felt their incomes had improved. 
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When examining other socio economic indicators such as diet and access to healthcare, the study found that more mature clients felt their diets and access to healthcare had improved, compared to new clients. For the full study, download “Impact Assessment Report” from http://www.kashf.org/ 

Case Study II: ASHI, Philippines

ASHI is a 17 year old microfinance program operating primarily in the rural and semi-urban areas of Laguna, Rizal, Antique and Metro Manila. It serves nearly 15,700 clients on the premise that given direct access to non-collateralized loan funds, the poor can increase their income and employment opportunities – and thus contribute significantly to the country’s social and economic development.

Study Methodology:

Using a tool developed by USAID called AIMS (Assessing the Impact of Microenterprise Services), more than 150 ASHI clients were interviewed. The clients were all on a 4th loan or more and had been with ASHI for an average of 4.5 years.  The comparison group was a group of 90 non-clients from communities similar to those of the ASHI clients. Members of the comparison group were asked in advance if they had been poor 4 years ago to set up a more accurate look at the influence of microfinance.

To determine poverty status, the survey focused on three indicators – current sources of income for the whole household, current ownership of assets and the ASHI House Index, which rates the size, materials and structure of a house as a proxy for measuring a family’s poverty level.

The study goal was to provide ASHI with information on its impact on the poverty, welfare and empowerment of its clients.

Results:

The data show clients are more likely to be “moderately” or “non poor” versus non-clients. [image: image8.emf]
The impact study also found that ASHI had made remarkable changes in the lives of clients and their households and communities. According to the study, between 1997 and 2000, nearly one quarter of ASHI clients crossed the poverty line and an additional 50% moved up from the category of "very poor" to "moderately poor." In other words, nearly three-quarters of the clients made substantial improvements in their socio-economic conditions. 

The income provided by engaging in micro-enterprise activities translated to better nutrition, access to health care services, children's education, and improved housing for the clients and their families. The study found that clients invested 50% of their income in children's education or housing improvements. To download the full study, “Poverty Reduced Through Microfinance: The Impact of ASHI in the Philippines” visit http://www.microlinks.org/ev_en.php?ID=7212_201&ID2=DO_TOPIC
Case Study III: SHARE, India
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SHARE is a microfinance institution serving mainly rural women. It has grown from eight branches and 8,136 clients in March 2000 to nearly a million clients, making it one of the largest MFIs in the world. Cumulatively, the organization has loaned its clients more than $256 million since its inception. 
Study methodology:

A household level questionnaire was developed by International Food Policy Research Institute (IFPRI) covering five dimensions of household living standards: quality of household human resources (health, educational attainment); food security; household assets and dwelling characteristics; and self-perception of relative and absolute poverty. The last measure is subjective, though still an important measure of poverty. Clients and non-clients were randomly selected from the area where SHARE operates.  To compare the poverty of the two groups, the study designed a poverty index using factor analysis with key indicators of poverty as input variables. The factor analysis helped produce a single index of relative poverty. Each respondent received a weighted index score that could be used to compare her household’s poverty level in relation to all other households in the sample.  

The survey found stark differences between mature and incoming clients:

	Poverty Status
	New Clients
	Mature Clients
	Difference

	Very Poor
	58%
	6%
	-52

	Moderately Poor
	39%
	58%
	+19

	Above Poverty Line
	4%
	37%
	+33


SHARE documents the House Index score, assets and occupation of each client at the time s/he becomes a member of the MFI.   Consequently, we can see from the table below the impressive effect of microfinance on SHARE clients.

Poverty Movement among Mature SHARE Clients

	Poverty Movement
	Percent

	Very to Moderately Poor
	38.4

	Very to Non Poor
	17.6

	Moderately to Non Poor
	20.8

	   Subtotal: Upward Movement
	   76.8

	No Change
	21.6

	Non to Moderately Poor
	0.8

	Moderately to Very Poor
	0.8

	Total
	100.0


Conclusion:

Microfinance opens the door of opportunity to extremely poor populations to attain economic independence.  Microfinance provides a vital foothold for a poor person to move from day-to-day survival to building assets, the first step towards creating long-term, multi-generational wealth.  The increase in well-being of clients from across different Grameen Foundation partners is testament to the effectiveness of microfinance and how it can be replicated in different environments. 

Microfinance is not a panacea for global poverty, but the existing literature and experience of our local partners do show impressive impact on clients’ lives.  The true power of microfinance is as a catalyst for other social improvements.  As an entrepreneur’s profits grow, she is able to afford more healthcare and education for her children.  Her civic involvement increases as she engages in her community to protect her business assets.

Given the direct and multiplier effects of microfinance, a grant from the Clear Fund leverages a high return for a relatively small sum.  We would be thrilled to partner with the Clear Fund to bring the innovative solution of microfinance to more families in need.
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