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I.
CARE Programs
CARE tackles underlying causes of poverty so people can become self-sufficient.  Last year we improved the lives of more than 55 million people in 66 countries through 901 projects (@ $590 million).  
In Africa we work in 24 countries where last year we invested $266 million in poverty fighting projects.  Our program areas include:

· Agriculture and Natural Resources (production & preservation)
· Education (Basic Education w/emphasis on increased enrollment of girls, and adult basic literacy and numeracy)
· Health/Nutrition/HIV Aids (Maternal-Child health focus on nutrition and malaria prevention, and families affected by malnutrition, and HIV/Aids/TB.
· Water, Sanitation and environmental Health(access to clean water, sanitation practices, protecting water source)
· Emergency Relief (rapid response to disasters in CARE countries)
and

· ECONOMIC DEVELOPMENT (Featured Program Category)
Success in all of these program areas ultimately reduces poverty.  People who are healthier, better educated and engaged in work lead more productive and stable lives.  But, by far, the “fast track” to fostering greater economic stability is access to economic resources that allow individuals and community groups to make their own decisions and investments in those activities that best meet their needs.  

Worldwide in fiscal year 2006, CARE increased economic opportunities for 7.9 million people, 52 percent of them women, through programs that teach business skills, improve access to credit, help start/sustain small businesses and identify market linkages.  CARE is the leading international non-profit organization in the field of micro-enterprise in Africa.  Our village savings and loan associations (VSL) programs provide a community-based resource in the form of loans to women in rural communities in Sub-Sahara Africa.   
FEATURED PROGRAM: We are specifically interested in replicating a successful VSL model in northern Mozambique’s Nampula Province, where our efforts are already bringing greater economic independence to participating communities, as evidenced by increased school enrollment of children, reduced malnutrition rates, and decreased dependence on aid programs.  The next section describes the project, Community-Based Microfinance, in greater detail.
II. Program activities and budget 

The Community-Based Microfinance project builds on CARE’s extensive experience bringing credit and financial services to the rural poor, particularly women, in Africa and elsewhere around the world.  By bring community-based savings and credit to women’s groups, the project will increase the livelihood security of poor families in rural Nampula province, with a focus on impoverished women and families affected by HIV and AIDS.  As a result, these vulnerable families will have increased income and improved living conditions.  The cost to start up and support a savings and credit association with up to 30 members is $30,000.  At the end of the 12-month start-up period, the groups become fully independent and self-sufficient and no longer require support from CARE.  CARE has received donor commitments to raise $150,000 to fund five groups in full.  With additional funding, the cost per group would decrease as the project would benefit from economies of scale.  Below is a description of the project methodology, planned activities and budget for starting up a single savings and credit association.

VSL: Nuts and Bolts

In Mozambique, a VSL association typically consists of 15 to 30 members who make bi-weekly contributions to a central loan fund. The money is kept in a small box with two locks, the keys of which are held by the president and secretary of the group, while the treasurer keeps the box.  After about one month, savings group members can apply for loans from the savings contributions.  Typically the loans are for one month with an interest rate of 10 percent and are used for income-generating activities.  On-time repayment rates are high – typically above 95 percent, and often 100 percent.  The group can choose to establish a social loan fund for emergencies, for which no interest is charged.  After various stages of training spanning a maximum of 12 months, the group becomes autonomous.

VSL associations address the lack of access to financial services in rural areas through a simplified institutional approach.  They are easier to create, manage and sustain than microfinance institutions, and thus are better suited to rural areas with a dispersed and poor population lacking in sophisticated financial management skills.   
An important feature of VSLs is that they are time bound -- they liquidate all of their performing assets annually and share them amongst the membership.  This ‘action-audit’ procedure ensures that all outstanding issues are resolved and allows the members access to large, useful lump sums.  After the ‘action-audit’, the VSL association starts a new lending cycle.  One of the important advantages of the VSL methodology is its capacity to empower rural women by enhancing their access and control over household resources.  Evaluations of many of these programs worldwide show a consistent pattern:  household asset increase and protection; improved and more varied consumption of food, easier and more regular access to health and education services and enormously increased levels of social capital and participation.  Significantly, most of these gains are realized by poor (mainly rural) women, who constitute more than 70 percent of participants.  This has been achieved in some of the most hostile economic environments on earth, where most non-participants have experienced profound decreases in livelihood security.
  Perhaps most striking of all is that VSL is immediately sustainable in remote rural areas where micro-finance institutions cannot possibly survive.  Interest earnings are retained within the rural communities and help to increase income and personal assets for people who have never before experienced anything but a steady erosion of productive capacity and economic decline.

The VSL methodology has established itself firmly as one of the most successful approaches among the various microfinance initiatives in Mozambique.  CARE is the leader in the area of VSLs in Mozambique and indeed in Africa as a whole. 

Project Activities

With $30,000 in funding, CARE Mozambique and a local partner organization will identify a district in Nampula in which a VSL will be formed.  The district will be in an area where other CARE programs exist and where there is a demonstrable need for training in VSL methodology.  CARE and its partner will organize the VSL association and then provide training in VSL methodology.  CARE will have village agents to train, monitor and support the VSL association.  
Once the VSL group has been established, field officers and community trainers will provide three distinct phases of training during a period of approximately 11 months, with weekly meetings.

· In the two-week preparatory phase, information is provided to local leaders and prospective VSL members.

· During the intensive phase, the field officer or community trainer trains the groups in the basic elements of the methodology and plays an active role in subsequent meetings. After two training meetings, the group starts its savings activities.  Credit training and disbursement take place after four weeks of saving.  During this phase, with guidance from the trainers, VSL members elect a management committee and set up a record system.  Members make decisions about the following issues:  membership criteria; savings amounts and frequency; interest rates; repayment schedules; loan procedures; sanctions for late reimbursements; procedures for leaving the association; procedures for when a member dies; and penalties.  Although the trainers are careful to point out key management issues and potential pitfalls, decision-making rests entirely with association members.  This practice promotes awareness, ownership and control by the VSL members themselves. The sixth meeting provides gender training to raise awareness among the members of the need to better balance gender relations and to improve access of women to household resources, specifically to savings and credit.  In the training, some basic concepts are treated, like the difference between sex and gender, the concepts of access and control and gender roles.  The discussions focus on concrete examples related to the daily lives of the participants. The seventh meeting consists of prevention training on Sexually Transmitted Diseases (STD), specifically HIV/AIDS. The objective of this meeting is to transmit messages on STD and HIV/AIDS in order to address high risk behaviour. The eighth meeting will also include the need for members to go for HIV counseling and testing, treatment and positive living.   

· During the development phase, which involves three visits of the field officer or community trainer spread over ten weeks, the field officer or community trainer assumes the role of observer, allowing the people to manage the group themselves. 

· In the final maturity phase, the group works independently. The field officer or community trainer visits the group at least once during a period of eight weeks to verify that there are no serious problems and to plan for the first share-out.  After this share out, the group becomes independent.
CARE gives savings kits to the group at the beginning of the process. The kit consists of a lockable cashbox and two padlocks and contains passbooks and a calculator.

HIV/AIDS

Given the high prevalence rate of HIV/AIDS in Mozambique, it is necessary for all of CARE’s emergency and development programs to mainstream HIV/AIDS prevention and mitigation.  VSL is considered one of the best platforms for communities to prevent HIV/AIDS and to protect themselves against the negative impacts.  There are two areas where VSL methodology and HIV/AIDS intersect.  The first is the potential of VSL groups to reduce the negative impact of AIDS on household economies.  The VSL methodology fosters savings and has the potential to strengthen both financial and social safety nets.  Moreover, the social funds of the associations provide its members a low-cost, simple insurance system enabling them to keep children at school or to cope with emergencies. The second point relates to the role of VSL associations in HIV prevention, as CARE can provide educational materials to group members. 

Sustainability/Risks
VSL associations are inherently sustainable from the outset.  Because they do not have high costs, they are easily able to cover their costs from interest income. Their sustainability depends on the quality of training and follow up. Since the VSL associations are using their own funds, there is no risk of external dependency on CARE.  

Budget

The budget for creating and supporting a single VSL group in Nampula is One women’s group in Nampula requires the following amount of support for one year of support.  


	Categories
	One Group

	1. Identification, monitoring of group (field workers and transport (motorcycle and fuel) for one year)
	$10,000

	2.  Savings kit 
	$100

	3.  Training and subgrant to local partner for quality training and follow up in VSL, HIV, as well as monitoring
	$10,400

	4.  CARE Mozambique program support costs
	$1,750

	Subtotal
	$25,000

	CARE HQ administration and technical support @ 9%
	$2,646

	Total
	$29,396


In terms of budgeting, when CARE works with 500 groups, for example, the costs significantly decrease because of economies of scale, so a group can be approximately $14,000 depending on location and proximity to other groups.  Ideally for this type of programming, CARE needs between $250,000 to $500,000 per year to reach scale.  
III. Evaluation for Featured Program
Each CARE program includes a rigorous monitoring and evaluation plan.  Typically CARE conducts a baseline survey at the outset of the project, then measures change against the baseline survey (against relevant social, health and economic indicators) over the course of project implementation.  Reporting is provided to donors at six-month intervals, and projects undergo mid-term and final evaluations to determine progress against objectives and identify lessons learned.  Because this project is part of CARE’s much-broader VSL efforts in sub-Saharan Africa, these lessons learned will be shared across the region to improve the overall quality of our efforts to bring financial services to other poor communities.

The Community-Based Microfinance project has identified the following indicators to track the project’s success:

Project Indicators
Overall, the program will have the following indicators of success:

· Members make more efficient use of their economic resources;
· Women’s access and control over household resources is enhanced;
· Members increase their social and economic status and bargaining power;
· The vulnerability of members to seasonal and unpredictable shocks is reduced;
· Members purchase household and productive assets with savings accumulated in the VSL groups and from enterprise profits;
· Members engage in and expand their income generating activities;
· Members’ awareness of HIV/AIDS is increased; and
· More members protect themselves against HIV/AIDS. 

Donor reports will include the project’s progress against these indicators.
� 	In Zimbabwe CARE’s VSL programme reaches 65,000 people and is the only financial service in the country paying a positive real return on savings, at a time when inflation, at more than 500%, was the highest of any country in the world.  Similarly, in Niger, which is the second poorest country of the world, CARE has facilitated the establishment of fully sustainable VSL services to more than 400,000 rural women.





