Call between GiveWell and the Small Enterprise Foundation, 1/19/12

GiveWell: Natalie Stone and Alexander Berger

Small Enterprise Foundation: John de Wit

GiveWell: Can you walk us through the room for more funding email you sent on December 27th, 2011? You lay out a few different options—what's the highest priority?

SEF: Right now growth is the highest priority. We have the staff to be able to grow comfortably at 20-25% a year, but we don't have the capital to grow at that rate. More donations would allow us to grow faster.

GiveWell: You grew faster before and ran into problems. What's different now?

SEF: The last time we increased staff by 40%, but this time we want to do 20-25%. The problem then was that lot of promotions happened all at once. A lot of people were very new in their positions then, and it took some time for people to become more competent in their management positions.

GiveWell: Does the amount of money you receive (e.g. $10,000 vs. $100,000) influence which of the different items you would prioritize?

SEF: There could be a certain amount of funding where you could hire more field workers vs open a new branch.

GiveWell: Do you know the number where you'd want to open a new branch?

SEF: Not off the top of my head.

GiveWell: Where do you think $100,000 would go?

SEF: Let me do a bit of research.

GiveWell: Your email about room for more funding mentioned that increased funding for social performance monitoring was one of your priorities. What would increasing that consist of?

SEF: In the last two years, we've found that when we ask staff to collect social performance data, they deemphasize this in favor of the things they are rewarded for (arrears, dropout). We get data, but we're not sure of the quality of the reporting; the staff take shortcuts in collecting the social performance data.

The answer is to strengthen our quality assurance team by creating special “social auditor” positions, probably 4 total, and then do a lot more auditing of the social performance data, such as size of businesses. We've also been experimenting with the progress out of poverty index (PPI), comparing this to our participatory wealth ranking (PWR) results, and we want to be able to audit this data.

The cost I mentioned in my email is the cost for four social auditors for one year.

GiveWell: You also mentioned a feasibility study of SEF taking savings. Can you tell us more about that?

SEF: We currently facilitate savings with banks, but don't take them ourselves. In many places, our clients have to travel quite far to deposit their savings, and the banks tend to charge fees to make withdrawals or deposits. Fees could be $0.50 or so, discouraging small savings. 

So we want to know if SEF should start offering savings directly. We'd study the market for savings, look into the policy framework, and see if there's a good way for us to become a legal deposit-taker. We'd also look for a creative way to collect savings to reduce cost; right now the costs appear prohibitive.

GiveWell: And you also mentioned a program for preparing internal candidates for management positions.
SEF: We've tried to us psychometric tests to determine people who have high potential. Our employees usually have really weak educational backgrounds, but some are extremely strong employees. Our idea is to identify six people like that, take them out of their current jobs, and put them in some kind of management exposure program where they can develop more general skills.

We tend to have to hire from outside the organization for skilled posts, but we'd rather hire from inside.

GiveWell: How would you decide between social performance and management training, which look like they're around the same level of expense?

SEF: We don't trust our social performance data right now, so hiring the social performance auditors is definitely the higher priority.

GiveWell: The dropout looks like it's been improving generally, but in 2010, there were fairly high dropout rates in Mokopane, for example. Were you able to determine what was going on there? What response did you take?

SEF: I won't always be clear on the situation in a particular place. In response to the high dropouts, we have brought in new zonal managers for an area, and we might have changed the branch manager too, though I'm not sure about that.

GiveWell: At one point in the past, you conducted surveys to see why clients have dropped out. Have you done any more of that?

SEF: Not in the last 2 years. We found that the dropout surveys don't tell us anything new, because the results tend to be the same across the different surveys. Dropouts tend to be unhappy about having to bear other people's debt.

GiveWell: Do you have any idea why dropout rates have improved?

SEF: The basic problem was that we had promoted people too quickly, and so dropout rates were high for a while. With better management, you get better work by field workers, which makes for lower dropout rates.

GiveWell: What is the status of the Freedom from Hunger training program? Do you have funding for this?

SEF: Our pilot in two branches was successful, and we're scaling up right now. We're starting training at 5 branches in February. The module we wanted to do this year was in one format, and it would cost $30,000 to transfer it into another format, so we went with a sub-optimal module. So we could use an additional $30,000 there to change to a different module next year. The bottom line on FFH is that we have the money this year, but not for next year yet.

GiveWell: We know that you tested the targeting model in Limpopo, but have you tested it anywhere else? How do you know that it's appropriate for your scale up?

SEF: It's basically participatory wealth ranking (PWR), where people rank their neighbors based on wealth. The ranking methodology is valid across communities. But what about whole communities that are much wealthier or poorer? Once we have the ranking done, then we impose a cut line, where we say “up to this PWR score, you can apply, if it's above that, you can't.” And staff set that cut line based on guidelines we have.

In the Eastern Cape, we found out after the fact that the staff wasn't diligent about applying the rules for the cut line. They made a cut line too high. They ended up targeting too many people who were too well off.

GiveWell: How'd you discover that?

SEF: We were looking at the number of people who qualified. Normally 50-60% of a village qualify; in the Eastern Cape villages it was more lie 70-80%, and in some places it was 80-90%, which seemed like they were definitely breaking the cut line rules.

GiveWell: Do you have a way of measuring the absolute level of poverty?

SEF: When we initially set up PWR, it didn't have rigorous auditing and management. We're also experimenting with the progress out of poverty index (PPI), where you go to a household and look at more objective things, which can be checked (how many bedrooms, how many people live there). We use PPI as a cross-check for PWR, then management can go and check the PPI scores to make sure the PWR isn't being manipulated.

Initially, in places where a lot of people qualified, poorer people seem more hesitant to come in, but in the second or third waves of loans the number of poor clients seem to increase. The field staff are keen to add clients, regardless of how poor they are.

