Executive Summary

We, as a group, had a lot of questions about our community partner Nabuur. We were all new to the concept of online volunteering. Our journey could be compared to evolution or the journey of a butterfly from a cocoon. Initially we were all in the dark and confused about our roles to Nabuur. Many questions were pondering in our brain and the answers were unclear. Meeting Barb Briggs as a physical contact to our virtual world was the first step towards light. Nabuur is an online non-profit organization, based in Amersfoort, Netherlands, that links volunteers with local communities in Africa, Asia and Latin America. Volunteers are also referred as Neighbours while local communities are referred to as Villages. Nabuur.com acts as a link between the volunteers and the local communities and through this they can locate and tackle local problems and issues. Most of the work is done online by creating a link between a local representative and a facilitator. Kabondo is the village on the Nabuur that we have worked with over the last four months. Kabondo is a rural town located in Kenya, Africa. Barb Briggs is our facilitator for the project and Eric Ochanji is the local representative. While the group members have never been to Kabondo, Barb Briggs did travel there and she had many stories and resources to share for this project.  The town of Kabondo is devastated by HIV/AIDS. Many of the women are widowed by this disease and then resort to prostitution for a way of income. The widows are left to provide for their family and because they don’t generate a steady income, many times the children go hungry. Through The Kabondo Poverty Alleviation Organization (KPAO) Eric Ochanji wants to provide a platform to generate wealth within the entire village and not just one individual. This way the village can prosper and the people will have the basic needs to provide for their families. We were asked to provide some knowledge surrounding microloans. What is it, how is it useful, how can it be successful, and what are some things that can be avoided or thought about? The purpose of the microloans was to provide the village of Kabondo with a new way of generating income. The microloans will be given to 10 women to start and then the money will be past to the next set of applicants. This way money should continually be brought into the village because more businesses will be set up.  The concept of microcredit was developed my Prof. Muhammad Yunus. Microcredit as a loan is a very small amount of money given to those living in poverty so that they can sustain themselves. Individuals who usually receive microloans do not have collateral or employment. It instigates entrepreneurship amongst those in poor financial conditions.

TABLE OF CONTENTS

OUR JOURNEY AS A GROUP....................................................................................2
COMMUNITY PARTNER..............................................................................................2


OUR CLIENTS..............................................................................................................3
OUR PROJECT................................................................................................................5
SUCCESS STORIES........................................................................................................6
ORGANIZATIONAL GOVERNANCE.........................................................................8
MANAGEMENT OF THE VILLIAGE BANK.........................................................9
APPENDIX................................................................................................................12
Our Journey as a Group:
We as a group had a lot of questions about our community partner Nabuur. We were all new to the concept of online volunteering. Our journey could be compared to evolution or the journey of a butterfly from a cocoon. Initially we were all in the dark and confused about our roles to Nabuur. Many questions were pondering in our brain and the answers were unclear. Meeting Barb Briggs as a physical contact to our virtual world was the first step towards light. Few meetings with her encouraged us and we realized that our role was a lot bigger than just doing research. We were working on changing lives of people in a different part of world.  We have never met them before, but listening to their stories from Barb and Eric created a bond between us. From being in the dark, now we were in a stage where we were enthusiastic about helping them and informing everyone about virtual volunteering and the substantial difference it makes. At the end of the project we are all proud to be a part of what is going to be a life changing experience for someone in Kabondo. Now we all know what the world without boundaries mean.
Community Partner:

Nabuur is an online non-profit organization, based in Amersfoort, Netherlands, that links volunteers with local communities in Africa, Asia and Latin America. Volunteers are also referred as Neighbours while local communities are referred  to as Villages. Nabuur.com acts as a link between the volunteers and the local communities and through this they can locate and tackle local problems and issues. Most of the work is done online by creating a link between a local representative and a facilitator. Local representatives come up with the community issues that need to be addressed. Then in collaboration with the facilitator the project is formed in order to solve the problems of the local community. Projects are broken down into various steps and volunteers from around the world can then assist in the tasks. This includes gathering research, finding contacts, writing proposals, offering expertise and raising funds. With completion of each step the project moves forward. As of now there are 19 402 neighbours, 205 villages, 19 groups and 2880 ways you can help. 
Although several volunteers use Nabuur.com as a platform, currently there are only four employees working for Nabuur.com. Three of them are in Netherlands, including their founder and CEO Siegfried Woldhek and one in Toronto. Siegfried Woldhek started the NABUUR foundation with Philipp Kauffmann at the end of 2001. The staff facilitates the interaction between the volunteers and the local communities. They do not assist volunteers with fund raising but just look into the technical side of the website. They help in recruiting and training volunteers; hosting and improving the site; attracting visitors and partners; and ensuring transparency, respect and trust. 

On the other hand coming up with projects; solutions to the villages; financial aid for the projects; and transportation to the villages is the sole responsibility of the volunteers not the Nabuur staff. Nabuur volunteers, rather than just raising money for the villages, try to come up with plans that empower the villagers. The idea is to share their expertise with the local communities so that the local people can manage and tackle their problems and increase their wealth through programs. Examples of programs could be opening of dairy cooperatives, internet cafes, health clinics and child education.
Our Clients:
Kabondo is the village on the Nabuur site that we have worked with over the last four months. Kabondo is a rural town located in Kenya, Africa. Barb Briggs is our facilitator for the project and Eric Ochanji is the local representative. While the group members have never been to Kabondo, Barb Briggs did travel there and she had many stories and resources to share for this project.  The town of Kabondo is devastated by HIV/AIDS. Many of the women are widowed by this disease and then resort to prostitution for a way of income. The widows are left to provide for their family and because they don’t generate a steady income, many times the children go hungry. Through The Kabondo Poverty Alleviation Organization (KPAO) Eric Ochanji wants to provide a platform to generate wealth within the entire village and not just one individual. This way the village can prosper and the people will have the basic needs to provide for their families.
The Kabondo Poverty Alleviation Organization

This organization was founded by Eric Ochanji’s grandfather, and Eric is now the project director. This organization helps women, children, and orphans with school supplies, clean water, health care, clothes, shoes, etc. Right now it is in the process of provided care for over 120 orphans. There are over 1.9 million children in Kenya who are orphaned because of HIV/AIDS. While there are many stories to be told within the village, Barb Briggs met one particular boy in Kabondo and then shared the story with our group.  For privacy reasons, we can not use the boy’s name. 

This boy did live with his extended family, which is normal for rural parts of Africa. He had many role models to look up besides his mom and dad until his family started dying of HIV/AIDS. He lost his mom and dad and uncles to this disease. While there were many huts to sleep in, there were no people to accompany the hut. At the tender age of 5 or 6, this boy went to live with grandmother but after only a few weeks his grandmother past away. At only 6 years old, this boy had no one to help him or care for him. The KPAO is now helping the boy with his basic needs, so while this boy is an orphan, he is not alone. The mission of KPAO is to provide the village with the necessities in life and the knowledge to create a better life for the people. Eric Ohanji’s doesn’t want to just improve the lives in the village; he wants to change the lives through a system of microloans and wealth that can be passed through the village. 
Our Project

We were asked to provide some knowledge surrounding microloans? What is it, how is it useful, how can it be successful, and what are some things that can be avoided or thought about? The purpose of the microloans was to provide the village of Kabondo with a new way of generating income. The microloans will be given to 10 women to start and then the money will be past to the next set of applicants. This way money should continually be brought into the village because more businesses will be set up. 
What is a microloan?
A microloan is a small amount of money that will be given to an individual. It will most likely be between $25 and $100, but the loan could also be given in the form of an animal, like a goat.  
The concept of microcredit was developed my Prof. Muhammad Yunus. Microcredit as a loan, is a very small amount of money given to those living in poverty so that they can sustain themselves. Individuals who usually receive microloans do not have collateral or employment. It instigates entrepreneurship amongst those in poor financial conditions. Prof. Muhammad Yunus started the first loan by lending USD 27.00 to 42 women in a village named Jobra, in Bangladesh, from his own pocket. The result was success for the women, who had vastly improved their income by expanding their pre existing bamboo furniture business. Prof. Yunus also received a high return on his loan amount. This inspired Prof. Yunus to establish an institute that would lend a small amount of loans to those who were refused by traditional banks due to their poor condition. He believed that with the little guidance; if the loan money is invested in the right form of business, the socio-economic conditions of the society will also begin to rise. He saw microcredit as a viable form of business. In 1983 he began operations with a fully established bank and named it Grameen Bank. The bank diversified into various profit and non-profit ventures. About 94% of the loans are given to women, who are considered better managers of money. For these efforts Prof. Muhammad Yunus and the Grameen Bank were given the Noble Peace Prize in 2006. Microloans have high interest rates of around 24% per year. Usually microcredit is a transparent system running in a community. This makes it easier to how much everyone owns and when it is due. This decreases the defaulter rate and people repay on time to prevent tarnishing their image in the community. This has been seen as success as there has been 98% return of loans on microloans. Microcredit programs have evolved and been successful in South East -Asia and Africa. These programs are aided by Self help groups, CARE, NABARD, Oxfam and various other local and international agencies. 
Success Stories

Jamii Bora, Slums of Nairobi (See attached DVDS)

It is a financial institute helping people in slums of Nairobi by providing them with micro loans. The loans are very small, sometimes less than $90. Even a small amount like this has produced several success stories.

Clarice Adhiambo: Clarice was a beggar on the streets of Nairobi for 15 years before she joined Jamii Bora. Her initial loan was $22. With this she started selling fried fish to customers looking for cheap lunch. She started by selling two to three fishes cut up in pieces. With this her income was not any more than what she earned by begging but it gave her confidence and boosted her self esteem. As her business grew she took larger loans and expanded. Soon she became a wholesale fish distributer to local restaurants, hotels and vendors. She also owns her own restaurant serving various fish dishes. She also became a landlord by renting out small stalls in the Soweto slums. From being a beggar she has moved to being a financially well off woman.
Beatrice Ngendo: Beatrice lives with her 12 grandchildren in Mathare Valley. All of her children and their spouses have died of AIDS. In order to cope up with poor conditions she became a member of Jamii Bora in 2000. Now she runs a successful restaurant buisness, butchery and a grocery store. Unlike most of the people in her village she has a stone house which helps her to generate extra income as she can rent out the rooms. All her grandchildren go to school and the oldest one graduated as a nurse.

Violet Mutoto (Uganda): Violet’s husband passed away because of AIDS leaving her behind with four children in an 8 by 10 foot room. She has an adjacent store room made of mud and tin. She took an initial $43 loan from the Freedom from Hunger program. She used it to buy amenities for her house and store room. After repaying this loan she used her second loan to buy inventory for her store. She sells daily household items such as oil, flour, malaria pills and etc. She has enough money saved to send her children to a school and meet up with her daily needs.
Benter Owino (Kabondo): Benter Owino was left behind with four children, an acre of land and a mud house with a leaky roof after her husband died of AIDS. This was not enough for her to feed her family. Her children dropped out of school and she was not able to afford three meals. She got a grant of $100 from Stephen Lewis foundation. She used this to start a business of Samosas. She put up her stall beside a busy nearby road. Motorists and passengers became her customers. Soon her business started flourishing and she was able to send her kids back to school and they do not have to worry about food anymore. She will be one of the first recipients of the microloan program under Kabondo Poverty Alleviation Organization. 

Organizational Governance

Core Principles of Organizational Governance

It is possible to identify a set of core principles related to organizational governance: 
· Disclosure, accountability, and transparency
 

· Board and management diversity in terms of skills, knowledge, backgrounds, and expertise 

· Board independence

· Board-level processes for overseeing the identification and management of the economic, environmental, and social risks and opportunities 

· Risk management

· Board compensation
 

· Linkage between executive compensation and achievement of financial and non-financial goals
A number of organizations have developed or adopted formal guidelines addressing a range of organizational governance issues. While these guidelines vary from firm to firm, they tend to share the following common characteristics: 

· Mission statements include a statement of board purpose and primary responsibilities.
 

· Board structure and composition address issues such as size, independence, and diversity.
 

· A focus on director selection, evaluation criteria, compensation, age, term limits, and conflicts of interest. 
· Board operations involve issues such as the schedule and agenda of meetings and board access to management. 

· Management oversight includes policies related to evaluating CEO performance, compensation and succession planning. 
· Board self-evaluation includes guidelines for assessing board effectiveness.
Important Questions in Organizational Governance

The board’s duty is to navigate the organization through all the legislative, financial, ethical, environmental, and other risks and opportunities. To fulfill this duty, the board needs to address the following questions: 

· Do we have all the facts to enable a decision?

· Is the decision in the best interests of the company?

· Is the communication to shareholders about this issue/decision transparent and responsive?
 

· Is the company acting in a socially responsible way?
 

· Are board members good stewards of company assets?

· Would the board be embarrassed if its decision and process employed appeared on the front page of a newspaper? 

Management of the village bank

The village bank members can decide that the banks’ rules should not be so complex. That way villagers could effectively manage their own money. As a consequence, they can set up the following rules: 
Membership: Everyone in the village could be a member. 
Committee: The Kabondo bank committee, consisting of 7 to 11 members, is elected for four years 

at the bank’s annual meeting. 
The committees can divided among the following subcommittees: 
● Community Fund and Welfare Subcommittee: in charge of the community revolving fund, 

community forum, and welfare issues; 

● Community Enterprise Subcommittee: in charge of developing plans to add value to local raw 

materials

● Learning Promotion Subcommittee: to organize training, study tours and other learning 

activities for network members. 

Savings and loan services: The entry fee is 10 Shillings and the first deposit must be 20 Shillings (2 shares). Then, members must save at least 1 share (10 Shillings) every month. Members who do not make their monthly deposits twice during the year lose the right to apply for loans the following year. Those who fail to make deposits three times a year lose their membership. New members cannot apply 

for loans until after three months. Interest rates for loans are determined by the members, usually 

2-3 percent per month. 

Bookkeeping: Simple bookkeeping methods are to be used. Records include lists of members, deposit 

accounts, loan accounts and cash accounts. The balance of these accounts is updated every month. 

Profit distribution: is based on the following: 

● 20% as a reserve fund; 

● 15% as dividends for savings; 

● 15% as dividends for loans; 

● 20% as healthcare fund; 

● 10% for group development; and 

● 20% as a bonus to the committee. 
Recommended Objectives: 

(1) To serve as an inter-village forum to discuss community problems

(2) To serve as a coordinating centre

(3) To provide welfare services to community members 
(4) To provide mutual help as needed. 

APPENDIX
Nabuur’s neighbours

There are many neighbours who volunteer their time to find resources for various projects. When starting the microloan project, it seemed fitting to look through the website and find what other volunteers had posted for resources. These are a few of the links that we explored.

The Kisumu Medical and Educational Trust(K-MET)

This organization is located in the city of Kisumu (which is the closest city to Kabondo). It focuses on providing health solutions, education and development sustainability under the motto “Unity in diversity through shared concepts.” They have also started a revolving loan facilities microfinance program.  The loans are given to people in the city to help sustain their business; it could include purchasing beds for a hospital, drugs for a clinic, painting or renovation.  K-MET also introduced a series cost-sharing program to ensure that some of the programs can be self-sustained. These programs are basically workshops on how people can better use the loans to ensure that their business doesn’t fail. 

How it works?

They have a Loans Committee consisting of a Community based service provider, Authorized Official, Project Director, Western Region Coordinator, Accountant and Loans Officer. Many volunteers also help with the maintaining of the projects. 

The project has been quite successful with more than $227 318 in loans being given. 

While this organization is large scale and can have paid staff, Kabondo could still benefit from having a few leaders for microloans, especially an accountant. At first it might be hard to find people to present in workshops, but after a few successful women have started or have a sustainable business, they could give talks to women just proposing ideas for a loan. 
Opportunity International

Opportunity International acquired WEDCO, a microfinance institution in 2005.  It planned to launch a bank in Kenya in 2006 which could help over one million adults and children with microloans. In 2007 it had 8, 137 clients with an average loan size of $351. This organization has also partnered with other groups to help facilitate a long lasting microfinance project. 

There were many links on this website for other microloan projects and microloan awareness. There is a microloan summit every year. While providing finance for projects is one step to improving the lives of rural people, it’s only one step. Knowledge about the healthcare, and ways to lead healthier leads is also needed. The village of Kabondo would also benefit from having frequent courses, lectures, workshops, gatherings and talks , on health care, education, and sustainability. 

Women Fighting Aids in Kenya

There is a centre in Kisumu that provides counselling to women, peer education in schools (AIDS clubs), adherence counselling, livelihoods support, nutritional support, community education, etc. This organization would be an ideal partner for the microloans, so that the women in the program have a more holistic idea of how to change their lives.  Some of the money raised for the microloans or generated by successful microloan projects could be put into a separate account to help the women. This way women could be transported to Kisumu a few times a year to be educated on the above.

Telephone Number: 54-041-2221052

Website: http://www.wofak.or.ke/wofakcenters.html

MICRO-CREDIT LENDING MODELS

Association 

This is where the target community forms an 'association' through which various microfinance (and other) activities are initiated. Such activities may include savings. Associations or groups can be composed of youth or women. It can form around political/religious/cultural issues; can create support structures for microenterprises and other work-based issues.

In some countries, an 'association' can be a legal body that has certain advantages such as collection of fees, insurance, tax breaks and other protective measures. Distinction is made between associations, community groups, peoples organizations, etc. on one hand (which are mass, community based) and NGOs, etc. which are essentially external organizations. 

Bank Guarantees 

As the name suggests, a bank guarantee is used to obtain a loan from a commercial bank. This guarantee may be arranged externally (through a donor/donation, government agency etc.) or internally (using member savings). Loans obtained may be given directly to an individual, or they may be given to a self-formed group.

Bank Guarantee is a form of capital guarantee scheme. Guaranteed funds may be used for various purposes, including loan recovery and insurance claims. Several international and UN organizations have been creating international guarantee funds that banks and NGOs can subscribe to, lend or start microcredit programmes. 

Community Banking  

Community Banking model essentially treats the whole community as one unit, and establishes semi-formal or formal institutions through which microfinance is dispensed. Such institutions are usually formed by extensive help from NGOs and other organizations, who also train the community members in various financial activities of the community bank. These institutions may have savings components and other income-generating projects included in their structure. In many cases, community banks are also part of larger community development programmes which use finance as an inducement for action. 

Cooperatives 

A co-operative is an autonomous association of persons united voluntarily to meet their common economic, social, and cultural needs and aspirations through a jointly-owned and democratically-controlled enterprise. Some cooperatives include member-financing and savings activities in their mandate. 

Credit Unions 

A credit union is a unique member-driven, self-help financial institution. It is organized by and comprised of members of a particular group or organization, who agree to save their money together and to make loans to each other at reasonable rates of interest.

The members are people of some common bond: working for the same employer; belonging to the same church, labour union, social fraternity, etc.; or living/working in the same community. A credit union's membership is open to all who belong to the group, regardless of race, religion, color or creed.

A credit union is a democratic, not-for-profit financial cooperative. Each is owned and governed by its members, with members having a vote in the election of directors and committee representatives. 

Grameen model 

The Grameen model emerged from the poor-focussed grassroots institution, Grameen Bank. It started by Prof. Mohammed Yunus in Bangladesh. It essentially adopts the following methodology:

A bank unit is set up with a Field Manager and a number of bank workers, covering an area of about 15 to 22 villages. The manager and workers start by visiting villages to familiarise themselves with the local milieu in which they will be operating and identify prospective clientele, as well as explain the purpose, functions, and mode of operation of the bank to the local population. Groups of five prospective borrowers are formed; in the first stage, only two of them are eligible for, and receive, a loan. The group is observed for a month to see if the members are conforming to rules of the bank. Only if the first two borrowers repay the principal plus interest over a period of fifty weeks do other members of the group become eligible themselves for a loan. Because of these restrictions, there is substantial group pressure to keep individual records clear. In this sense, collective responsibility of the group serves as collateral on the loan. 

Group Model

The Group Model's basic philosophy lies in the fact that shortcomings and weaknesses at the individual level are overcome by the collective responsibility and security afforded by the formation of a group of such individuals.

The collective coming together of individual members is used for a number of purposes: educating and awareness building, collective bargaining power, peer pressure etc. 

Individual 

This is a straight forward credit lending model where micro loans are given directly to the borrower. It does not include the formation of groups, or generating peer pressures to ensure repayment. The individual model is, in many cases, a part of a larger 'credit plus' programme, where other socio-economic services such as skill development, education, and other outreach services are provided. 

Intermediary 

Intermediary model of credit lending positions a 'go-between' organization between the lenders and borrowers. The intermediary plays a critical role of generating credit awareness and education among the borrowers (including, in some cases, starting savings programmes). These activities are geared towards raising the 'credit worthiness' of the borrowers to a level sufficient enough to make them attractive to the lenders.

The links developed by the intermediaries could cover funding, programme links, training and education, and research. Such activities can take place at various levels from international and national to regional, local and individual levels.

Intermediaries could be individual lenders, NGOs, microenterprise/microcredit programmes, and commercial banks (for government financed programmes). Lenders could be government agencies, commercial banks, international donors, etc. 

Non-Governmental Organizations 

NGOs have emerged as a key player in the field of microcredit. They have played the role of intermediary in various dimensions. NGOs have been active in starting and participating in microcredit programmes. This includes creating awareness of the importance of microcredit within the community, as well as various national and international donor agencies. They have developed resources and tools for communities and microcredit organizations to monitor progress and identify good practices. They have also created opportunities to learn about the principles and practice of microcredit. This includes publications, workshops and seminars, and training programmes.
Peer Pressure 

Peer pressure uses moral and other linkages between borrowers and project participants to ensure participation and repayment in microcredit programmes. Peers could be other members in a borrowers group (where, unless the initial borrowers in a group repay, the other members do not receive loans. Hence pressure is put on the initial members to repay); community leaders (usually identified, nurtured and trained by external NGOs); NGOs themselves and their field officers; banks etc. The 'pressure' applied can be in the form of frequent visits to the defaulter, community meetings where they are identified and requested to comply.
ROSCAs 

Rotating Savings and Credit Associations (ROSCAs) are essentially a group of individuals who come together and make regular cyclical contributions to a common fund, which is then given as a lump sum to one member in each cycle. For example, a group of 12 persons may contribute Rs. 100 (US$33) per month for 12 months. The Rs. 1,200 collected each month is given to one member. Thus, a member will 'lend' money to other members through his regular monthly contributions. After having received the lump sum amount when it is his turn (i.e. 'borrow' from the group), he then pays back the amount in regular/further monthly contributions. Deciding who receives the lump sum is done by consensus, by lottery, by bidding or other agreed methods.

Small Businesses 

The prevailing vision of the 'informal sector' is one of survival, low productivity and very little value added. But this has been changing, as more and more importance is placed on small and medium enterprises (SMEs) - for generating employment, for increasing income and providing services which are lacking.

Policies have generally focussed on direct interventions in the form of supporting systems such as training, technical advice, management principles etc.; and indirect interventions in the form of an enabling policy and market environment.

A key component that is always incorporated as a sort of common denominator has been finance, specifically microcredit - in different forms and for different uses. Microcredit has been provided to SMEs directly, or as a part of a larger enterprise development programme, along with other inputs. 

Village Banking 

Village banks are community-based credit and savings associations. They typically consist of 25 to 50 low-income individuals who are seeking to improve their lives through self-employment activities. Initial loan capital for the village bank may come from an external source, but the members themselves run the bank: they choose their members, elect their own officers, establish their own by-laws, distribute loans to individuals, and collect payments and savings. Their loans are backed, not by goods or property, but by moral collateral: the promise that the group stands behind each individual loan.

End Note

After reviewing all the options for microloans, a small project only headed by one person (example is Eric), might not be the best solution. Microcredit programs are successful when the group of women have a lot of support and extra education surrounding loans, education, health care, etc. Although Eric does not wish to partner with a Bank, making a committee within KPAO that is only focused on microcredits would be ideal for the sustainability of this project. 
NABUUR
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