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ANNUAL PROJECT REPORT
(APR)

Reporting period: 01 January - 31 December 2011



Making Access to Finance More Inclusive for Poor People

Department of Financial Institution Supervision; Bank of Lao
-{ PDR (BOL)

UNCDF and UNDP and Various Stakeholders

UNCDFEF/UNDP

gi

15 June 2010

05 July 2010

R

S 014

1 01 January - 31 December 2011

| 11 January 2012 (Actual)

Totat Budget
J83%)
7,012,189 7,012,189
Resources

MICROLEAD 1,837,610

UNCDF 1,443,982
UNDP 160,000

Funding gap 3,630,597

2011 Budget and

Delivery .
UNCDF: 541,000 313,032
UNDP: 20,000 00
TOTAL: 561,000 313,032

Page 2 of 21




I PURPOSE OF THE PROJECT .~ = =

[To be completed in cooperation with UNDP Programme Officer; Stmmarizes Main objectives
of the project and link to MDGs, NSEDP and UNDAF as per the approved UNDP Country
Programnie and Country Programme Action Plan and/or Project Document/AWP]

Achievement of MDGs generally and improving opportunities for current and future
generations is critically dependant on significantly increasing people’s access to finance.
Increasing access and thereby improving opportunities for the majority and not the few will
require a sector based approach to transform the ability of financial markets to respond to
demands for financial services for those denied access.

Access to finance is a key instrument to eradicate poverty in the Lao PDR. The programme
plays a crucial role in the recognition of the Millennium Development Goals (MDGs) and is
reflected in the United Nations Development Assistance Framework (UINDAF) in Lao PDR
to which The Bank of Lao PDR, UNCDF and UNDP are signatories, which seeks to enhance
*_..the livelihoods of poor, vulnerable and food insecure populations™ through “improved and
diversified income of rural households, with a focus on increased market accessibility”
Access to finance will be a major vehicle for delivering UNDAF’s stated intent.

The programme will contribute to achieving key UNDAF outcomes for the Lao PDR,
including:
¢ Improved and equitable access to land, markets and social and economic services, and
e Enable environment for growth with equity.

1. Contribution to the Strategic Goals [To be completed in cooperation with UNDP
Programme Officer]

UNDAF Outcome [fiom Project Document]

The priorities of the project are reflected in the United Nations Development Assistance
Framework (UNDAF) in Lao PDR to which GOL, UNCDF and UNDP are signatories, which
seeks to enhance “...the livelihoods of poow, vulnerable and food insecure populations”
through “...improved and diversified incomes of rural households, with a focus on increased
market accessibility”. Access to finance will be a major vehicle for delivering UNDAF’s stated
intent. This UNCDF and UNDP joint-programme (MAFIPP) has been developed to support the
execution of GOL’s policy commitments and the priorities of UNDAF. It is a programme
between the Government of Lao PDR, UNDP and UNCDF, and will include other participating
donor agencies who wish to contribute toward the development of an inclusive financial sector
in Lao PDR.

The programme will contribute to achieving key UNDAF outcomes for The Lao PDR,
including;

- Improved and equitable access to land, markets and social and economic services, and

- Enabled environment for growth with equity.
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UNDP Country Programme Outcome [from Project Document]

The role of UNDP will be to facilitate strategic partnerships with ongoing programs in Lao
PDR. It will maximize and harvest its role as a trusted coordinator with GOL to inform and
integrate good practices and lessons learnt from this joint-programme into the Round Table
Process and the National Socio-Economic Development Plan, both of which are supported by
other UNDP programs.

Progress towards achieving the Qutcome /A brief analysis of the status of the situation and
any observed change(s) made possible by the project contribution, af « higher development
result level. Make reference to the applicable MDGs and NSEDP goals/targets |

In the short time the project has been active, there are few significant achievements to report.
However, it is noteworthy that since the start of MicroLead in Laos through 30 Sept 2011,
among Microl.ead partner MFIs the number of voluntary savers has risen by 27%, total savings
mobilized has risen by 39% and the average savings balance per saver has risen by 9.3% (to
$105). Since women comprise 72% of voluntary savers as of 30 Sept 2011, this indicates that
the project is impacting women in a positive manner. At a policy level, the Bank of Lao as
supervisor of the sector has introduced a new microfinance decree, which although pending
Jormal approval, permits limited levels of foreign investment in the microfinance sector,
allowing MFIs to tap growth capital from foreign sources, where it may be more readily
available. The project objectives and expected results are aligned with and contributed to the
progress of the MDGs goals, particularly the MDG Goal 1, It is also reflected and integrated
into the UNDAF outcome 1: Promoting more equitable and sustainable growth for poor people
in Lao PDR. Access to financial resources by the poor is a cornerstone for achieving equitable
and sustainable economic growth,
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2. Contribution to aid effectiveness, i.e. update on implementation of the
Vientiane Declaration and its Action Plan, HACT, etc

[Brief update on any achievement and/or problem related to the implementation of the

Vientiane Declaration, HACT, It should also include action plans for the following

year(s)]

The joint-programme will give practical expression to the Vientiane and Paris Declarations
by establishing a pooled funding mechanism to facilitate donor coordination, provide a
framework for more coherent programming, which will provide strategic capital and
technical assistance to:

a. BOL to strengthen its capacity to act as a channel for consolidating sector
recommendations and facilitating dialogue among regulators and multiple stakeholders;

b. Financial institutions and business support service providers in order to help scale-up
delivery of sustainable credit and non-credit products to poor households and micro-
entreprencurs;

¢. Microfinance Working Group to transform it into a formal association for microfinance
providers, enabling retailers to make a positive contribution to the overall development of the
sector.

Due to delays in implanting the project the FIF is not operational and has not attracted any
funding. This is a key area of focus for 2012. The FIF is essential to close the funding gap in
this project and to coordinate donor efforts in accordance with the above mentioned
Declarations.

3. Update on partnerships

[Brief update on any achievement and/or problem in developing partnerships,
expanding donor bases and inter-agency collaboration. It should also include strategies
Jor south-south cooperation]

To date the only partnership to be concluded with the MAFIPP project has been with
MicroLead (ML), a donor funded programme managed by UNCDF to promote and grow
savings through use of a “south-south” technical assistance approach. ML has brought approx
$1.8mln into the project with that support targeted toward the micro (retail) component of the
project. Formal fundraising efforts toward non-UN affiliated donors have only started in late
2011 and will accelerate in 2012, Although the preferred vehicle for attracting
partners/donors is through the FIF, parallel funding opportunities will also be made available
for potential donors.

4, Update on gender mainstreaming

[Brief update on any achievement and/or problem in terms of mainstreaming gender
and ensuring gender equality within the project activities. Strategy for the following
period]

The gender dimensions of microfinance are particularly important as most microfinance
programs work primarily with women. Numerous impact studies document that the ability to
borrow, save, and earn income enhances poor women’s confidence, enabling them to better
confront systemic gender inequities. Additionally, the use of financial services by poor
women provide a direct and positive impact on their families, as a majority of the additional
income earned is invested in family health, education and nutrition.

The MAFIPP project has a significant gender component, including ML outreach targets for
women savers and the role of women in FSP management and governance. Performance
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based agreements with all FSP partners also contain a benchmark for gender outreach.
Finally, it is noteworthy that the National Programme Manager for the Implementing Partner
is female along with her middle management team.

5. Update on the implementation of andit & spot check recommendations
[Brief update on progress achieved and problems encountered. Actions planned for the
Jollowing period]

The project has not undergone a complete audit yet, however, a spot check was performed by

UNDP on 6 Sept 2011. Major observations of the spot check were as follows:

¢ The project has no risk logs available;

¢ It was recommended that the Annual Work Plan {AWP) should be revised to incorporate
changes in Quarterly Work Plan and to improve Indicators, Baselines and Targets (2011
and 2012);

o Personnel files are not completed and kept separately in a locked space.

In addition, the spot check made the following recommendations:

¢ TOR for Programme Board (PMC) to be finalized;

o Field visit reports and information sharing sessions to be organized,;

¢ Procurement Plan not cleared/signed by UNDP

e Data back up not done due to lack of back up device.

These findings have been noted and recommended actions are being taken. A data back up
device has been acquired and data is now backed up.

An evaluation of ML and MAFIPP by an independent evaluation team will be performed in
January 2012.

6. List main challenges and issues (if any) faced during reporting period
[as well as response strategies planmed/adopted]

The main issue faced during the period was the slow start of the project due to delays in
staffing. The CTA was hired only in August 2011 (one year after signing the Programme
Document) and most activities started only in QIV. All members of the project team have
gained experience during the year and are now well positioned to move the project
forward in 2012. Another challenge relates to the grantee Microfinance Working Group,
which is constrained in its ability to execute project activities which benefit the sector,
e.g. due in large part to its limited staff of 12 FTE*. A small staff limits their ability to
gather information and conduct research as well as assist MFIs with entering their data on
the MIX Market site. A new PBA has requested additional funding to support a senior
staff member, Finally, a delay in vehicle procurement has also affected project staff’s
ability to visit FSPs, TSPs and other stakcholders. The vehicle is anticipated in catly
January 2012,

*Full Time Equivalent
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7. Rating on progress towards results

Positive change
Negative change
Unchanged
Positive change
Negative change
Unchanged

Outcome: Increased access to financial services by low-
income household and micro-entrepreneurs

Output 1: Policy makers more able to improve the policy
and regulatory environment in line with operational
realities of financial service providers nationaily and
accepted good practice internationally.

Output 2: The financial sector development
infrastructure more capable to meet the needs of
financial service providers.

Output 3; National capacity for grant aid procurement,
contracting, asset management and HR management
increased to international standards.

Positive change
Negative change
Unchanged
Positive change
Negative change
Unchanged

/I I o [ ol I N

Provide information about any activities undertaken and results achieved by the
project that were NOT envisaged originally in the work plan but contributed to
the outcome and/or outputs, e.g. advocacy and policy dialogue.

In the brief period of time that the project has been operational, it has largely adhered to the
Project Document. The project did not participate in a decree which, if approved, may permit
limited foreign investment in MFIs in Laos and has not engaged in activities around
advocacy and policy dialogue.

1. What are the priority actions planned for the following year to overcome
constraints, build on achievements and partnership, and use of the lessons learned
during 2010?

Priority actions planned for 2012 include:

Launch of FIF and intensified fundraising efforts.

Market assessment and development of e/m-banking product,

MicroL.ead support for branch expansion at ACLEDA Bank Laos.

Support for development and launch of bachelors degree (Microfinance) through the
Banking Institute.

Continued support for MFWG.

o FSPs to begin MIX market reporting.
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2. List major adjustments in the strategies. targets or key oufeomes and outputs
planped,

Although support for the Banking Institute was part of the original programme, the |
bachelor's degree component was not envisaged. The project will provide seed funding for |
this initiative in the form of a scoping mission to assess potential partnerships, however, !
additional donor support will be required to mobilize and implement this iniliative.
The assessment and development of a e/m-banking produet has also been added due to the
benefits such a product would bring to the sector,
3. Estimated total budeet required for the following year:USS1,052,846
V1. ANNEXES
1. Annex l: Combined Delivery Report
2. Anncx 2: Draft Ammual Work Plan for 2012
3. Annex 3: Monitoring Schedule (including scheduled mandatory evaluations)
4. Annex 4: Project Risk Log
5. Annex 5 Project Issues Log
6. Annex 6: Lessons learned Jog
7. Amnex 7: Updated Audit follow up action plan
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