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Executive Summary

CGAP and UNCDF joined forces on a new donor training initiative in 2003 and designed
acourse for donor staff who manage microfinance projects but are not microfinance
gpecialists. The courseis entitled “Building Financial Systems for the Poor: How Donors
Can Make a Difference” The current course is conducted by four or more CGAP and
UNCDF-approved trainers at atime, in regional locations for five days. It includes a one-
day field trip to see alocal MFI (or MFIs). As of May 2005, six courses have taken place.
A total of 165 participants, of which 87% were donor staff, each paid US$1,500 for the
course. Thefina year of the CGAP/UNCDF collaboration on this project will be 2006
and the primary goal of this Mid-Term Review isto consider next steps for the course.

The review methodology comprised confidential interviews with a broad cross-section of
participants, with key staff at |eading microfinance donors, speciaistsin marketing,
executive education, and microfinance training, as well asinterviews with other CGAP
spin-off organizations, interviews with CGAP and UNCDF staff and trainers, and an
analysis of project documentation.

Participants expectations from the course were largely met. They attended the course
because CGAP is known as the leader in microfinance good practices and because of the
UNCDF partnership. (34% were from UNDP) They aso expected an interesting peer
group and the ease of attending aregiona course. What participants valued after the
course, in addition to the good grounding in microfinance, were the high-quality,
experienced faculty who understood donor issues and were excellent facilitators.
Attendees a so appreciated the opportunity to learn from peersin the region, and
recommendations on where to access additional resources. Each participant interviewed
had recommended the course to their peers. Asagroup, they believed significant
demand existed for the course because no other short course on microfinance is currently
available for donors.

In terms of course impact, participants largely fit the desired profile and were applying
what they had learned, albeit with varying degrees of success. Examples of their
implementation of microfinance best practices range from better project design and
project evaluation to the closure of projects that did not meet such standards. However,
participants often felt that their attempts to implement good practices did not enjoy the
support of their agencies.

From the management perspective, the major challenges of the course are marketing,
logistics and cost. It has been a challenge to recruit the desired number and type of
participants. This problem does not appear to stem from lack of demand. Three key
stakeholder groups for this training, former participants, |eading microfinance trainers
and key staff of microfinance donors, all concluded that there was increasing demand for
short, high-quality regional courses for staff managing multiple different projects- of
which microfinance was just one. Rather, the recruitment challenge appears to be due to
the lack of marketing experience (particularly service marketing) in the project



management, including inadequate attention to the implementation of the marketing
strategy, and donors' inability to easily identify al their microfinance activities.

Marketing materials for the course do not clearly identify who the course is for, neither
do they present a clear “value proposition”, nor do they focus on what participants
actually want—improved ability to do their jobs. The marketing strategy needs to be
planned with additional marketing expertise, at least ayear in advance and then executed
as planned, with a multi-pronged campaign to reach international, local and project donor
staff in a specific region and relevant government officials. The campaign should focus
on development specialists in arange of fields not “non-microfinance” specialists.

Regarding cost, there is an inherent tension between a course that increasingly has the
quality and feel of executive education, but is priced like an average training course. This
isone reason it is challenging to keep the cost of the course within the project budget.
Another is upgrading the course after each delivery, to codify the latest knowledgeisa
field that is constantly evolving. Since the CGAP/UNCDF donor course is providing such
a high-quality educational experience, it should be priced accordingly. (Whatever
decision on pricing, course marketing needs to address the question of why CGAP
member donors should haveto pay at al for CGAP training.)

Even if there was full course registration with a higher price, the course as currently
offered would still require some subsidy. One reason is because there are currently no
opportunities for economies of scale on the marketing or logistics management. A lower-
cost strategy would be to merge the donor course into alarger existing microfinance (or
donor) training program or to bring it into a network of training institutes with which it
could realize some of these economies of scale. The least cost option would be to
privatize it. The most strategic long-term option, however, would be to make the donor
training course part of an “Uber” microfinance education institute. The development of
additional innovative donor courses would be possible within an institution that had both
the vision and competence to design market and deliver quality microfinance education
for afull range of microfinance stakeholders.

CGAP is already supporting the education of several different microfinance stakeholders
through the Microfinance Training Program at Boulder, the Microfinance Management
Institute (MM1), etc. Each of these projectsis taking an incremental approach to
training/education and faces similar challenges to the donor course. If CGAP invested in
an “Uber” ingtitute for microfinance education that incorporated each of these smaller
initiatives, it would have a unique opportunity to fundamentally change the way many
different stakeholders think about microfinance. It would also be ableto realize logistical
synergiesin regional locations, marketing expertise, and the systematic integration of
new microfinance research into course offerings. CGAP would have the opportunity to
develop a dynamic long-term vision for education and training in financial services for
poor people.



|. CGAP/UNCDF Donor Training and its Performance

The purpose of the CGAP/UNCDF training project

The experience of CGAP and UNCDF/UNDP has been that successful microfinance is much
more likely when donor staff involved in microfinance projects have a basic knowledge of
good microfinance practices and CGAP and UNCDF had been collaborating on donor
training in various forms since 1999. Then, in 2003, CGAP and UNCDF joined forces to
develop the best donor training possible to improve the skills of donor staff. Based on the
findings of a 2002 market survey (Annex 1 summarizes the results of the survey), and the
experience of the CGAP Donor Peer Reviews, together they designed a microfinance training
course titled: “Building Financial Systems for the Poor: How Donors can Make a
Difference.” Box 1 below outlines the course goals and course content.

It was designed primarily for donor staff who manage microfinance projects but are not
micro-finance specialists. CGAP and UNCDF were particularly interested in training staff
members of multilateral donor agencies who manage large project portfolios that include
microfinance. The two partners also sought to reach socially responsible investors and policy
makers who make significant decisions on microfinance funding and policy.

Itisafive day course, including a one-day field trip to see alocal MFI, and has been
conducted in Bosnia-Herzegovina, Kenya, Italy, Guatemala, Indonesia and Benin. (Prior to
the Indonesian course the MFI visit on the fifth day was optional.) These six locations were
chosen to ensure regional diversity and, in the case of Italy, because of collaboration with
IFAD. Up to six CGAP and UNCDF-approved trainers have been teaching the course to
build up the pool of certified trainers.

UNCDF has had primary responsibility for project management (with UNOPS managing
contracting) and CGAP has been responsible for providing a microfinance analyst that
coordinates contact with CGAP member donors. (Annex 2 outlines the respective
responsibilities of the CGAP and UNCDF for the course, including the financing
arrangements.)

Box 1. CGAP/UNCDF coursein brief
Course Goals

1. Explain the importance of financial services to poor people

2. Formulate avision for large-scale access to financial services

3. Clarify therole and comparative advantage of donor agenciesin building financial
systems for the poor

4. Apply appraisal techniques and performance-based tools to support pro-poor financial
institutions

5. Promote an enabling environment and transparency with donor support

6. Determine specific donor strategies and action plans
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Course Content:

Day 1: Microfinance in 2005: How We Got Here
Clients at the Center: Use and Impact of Financial Servicesfor the Poor
The Continuing Evolution: The Dynamic Story of Microfinance
The New Vision: Accessfor All
The Role of Donors

Day 2: Ingtitutional Appraisals: A Comprehensive Framework
Non-financia Factorsin an Appraisa
The Numbers: Financia Factors

Day 3: The Decision: To Fund or Not to Fund (and How)
Leadership and Vision: Stakeholder Panel

Day 4: Field Trip to Local MFI
Day 5: Enabling Environment

The final year of the CGAP/UNCDF collaboration on this project will be 2006 and the
primary goal of this Mid-term Review isto consider next steps for the course. To ensure as
balanced as review as possible the reviewer spoke with a wide cross section of
stakeholder. There were confidential interviews with sixteen former participants
including participants from every course, from every region, from arange of donors and a
range of experience and with eight trainers. Nine staff at microfinance donorsincluding
DFID, USAID and AusAID and six experts in microfinance training including Robert
Peck Christen (“Boulder” Microfinance Training Program), Janis Sabetta (Skills for
Microfinance Manager TOTs), Mohini Mahotra (World Bank Institute) and Peter
McActeer (UNDP Learning Centre) were interviewed. Specialists in marketing and
executive education were also consulted. A total of 41 peopl€e s opinions were sought in
addition to reading project documentation. (Annex 3 provides the complete list of people
interviewed.)

The performance of the CGAP/UNCDF training proj ect

Performance Indicators
The donor course is successfully meeting all but one of the performance measurement
indicators of outreach, quality and project management required under the project agreement
between CGAP and UNCDF. This means the project has delivered more courses, trained
more donor staff, in particular staff at multilateral agencies, and achieved higher ratings than
planned. The only performance indicator not reached is having 30 participants per course, but
the project minimum of atotal of 180 participants will still be achieved, since there have
already been 165 participants. (Annex 4 provides the full list of performance indicators,
targets and latest performance.) Also, despite the slightly lower attendance than projected, the
cost recovery targets have still been achieved because a higher price is being charged than
was originally planned.

Furthermore, the project team has gone beyond the design and delivery of a static
microfinance training course. The courseis dynamic, codifying for participants the most
recent developmentsin arapidly evolving field. The course provides atraining experience for
donor staff that includes relationships with faculty that understand donor challenges, a peer
network in their region of like minded donor staff (and, a potential network of peersin other
courses). It isthe CGAP staff faculty with considerable experience working with donors,
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whose insights are particularly valued. This value added experience, designed in response to
understanding what donor staff want, is beginning to take on the feel of a high-quality
executive education program.

Participants
Based on their job titles, participants mostly fit the desired student profile for the course.
They ranged from UNDP and IFAD country officers with microfinance componentsin their
projectsto IFC and USAID staff designing microfinance projects and local project staff on
AsDB projects. In particular, with 34% from UNDP and atotal of 48% from multilateral
agencies this goal has also been achieved. Interviews with participants revealed that they are
trying to apply what they learned in the course, abeit with varying degrees of success.
Examples of their implementation of best microfinance practices for donors range from better
project design and project evaluation to the closure of projects that did not meet good
practice standards. However, participants expressed a need for greater support within their
agencies to implement good practices.

Participant satisfaction
16 or 12% of total attendees (prior to the Benin course) were interviewed in confidence
during February and March’05* (in addition to analyzing the participant evaluations). The
primary reasons participants attended the course were the expectation of trustworthy and up
to date knowledge in microfinance from the CGAP brand and the partnership with the
UNCDF (which indicated balance), a dynamic peer group, plus the ease of attending a
regional course. All those interviewed reported that these expectations were met and the large
majority were “very happy” with the course.

What participants valued most after the course, and that they had not expected beforehand,
were the high-quality, experienced faculty, who both knew microfinance and donor issues
and were excellent facilitators (particularly CGAP staff). Attendees also appreciated the
opportunity to learn from peersin the region as well as, obviously, the overview of
microfinance (especially contemporary issues), and recommendations on where to access
additional resources. Several participants noted, however, the need for support within their
agencies and thought that a CGAP alumni network within their respective agencies would
help in the implementation of donor good microfinance practices. All participants
interviewed had recommended the course to their peers.

The resounding endorsement of the course from participants in interviews was not always
reflected in the ratings. The first English language course eval uations were based on the
average of each session and the results started at 4.0 and increased to 4.2 out of 5.0. Then the
evaluation included an overall assessment of the course and the grades increased to 4.4 for
Italy and 4.5 for Guatemala - a significant difference. The most recent Indonesia course

eval uations were misplaced, but by all accounts this was one of the best courses and had
higher ratings. The first French language course in Benin received the lowest overall ratings
of 3.9 (average) and 4.1 (overall).

Probably the reason for the difference between in the course numerical ratings and the
interviews is that the course ratings were not participants assessment of whether the course

! Special thanks to Nicole Hewitt, UNCDF Intern, for setting up many of these interviews and helping with
the Spanish tranglation.
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content achieved its goals. (In the case of Benin where there were problems with the
translation and logistical arrangements and the trainers were less experienced and these issues
affected the rating). The evaluation form never asks the big picture question. One participant
who was a senior evaluation specialist was particularly frustrated by the evaluation form. In
hiswords, “It is very difficult to remember sessions individually because they each build on
the other in a step-by-step approach. Asawhole, the course worked well and achieved its
goals. That iswhat isimportant to evaluate. It is not important to eval uate each individual
session.”

I mpact of the course.
The final evaluation of the CGAP/UNCDF course should try to document the size of the
microfinance portfolio managed by a sample of former participants, (compared to that
expected in the project agreement) and assess the difference (if any) in managerial
decision making. This study can only document that participants reported some success
in implementing of good microfinance practices. A pre-test and post-test would have
hel ped assess how much knowledge participants had gained. However, the policy is not
to conduct these tests because the course is primarily focused on attitude change. Thereis
some debate about this policy but what is not debated is that the most important impact is
in donor staff’s management decisions. For example, many UNDP staff have credit
components in their projects, if these staff consistently improved their design (or closed
down the projects), this would be an important impact of the course.

II. CHALLENGES OF THE CGAP/UNCDF DONOR TRAINING
The course faces three maor challenges. marketing, logistics and cost.

The Marketing Challenge

Lack of experience
It has typically been a challenge to recruit the desired number and type of course participants.
The extra effort needed to recruit participants does not appear to stem from lack of demand
for the course. Rather, it appears to stem from lack of marketing experience (particularly in
service marketing) and inadequate attention to the implementation of the marketing strategy
by key project staff. For example, since the marketing was not effective for the Bosnia and
Guatemala courses, it required intensive phone-calls to find the right people and recruit them
amonth before the course. (The West Africa course is the exception to this generalization
because there were enough donors signed up to consider a second course.) Marketing skills
are particularly needed because donor head quarters are unable to easily identify all their
microfinance activities and, as aresult, the staff who need the course. It requires more
than contacting donors' human resource units to identify potential participants and this will
continue to be so as the courses continue.

This perceived challenge is also aresult of high expectations about participation. The
previous UNCDF courses typically had 35 participants, so project staff expected thisto
continue, even though they have doubled the number of courses. A contrast in expectationsis
DFID one staff members considers it had “overwhelming donor interest” in its recent short
Financial Sector Course that was offered at no cost to other donors in London, and that meant
awaiting list of about seven people.
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Marketing materials do not clearly define the customer.
For example, the front of the course brochure states the course is for “donor staff, socialy
responsible investors and policy makers.” Small print on the back of the brochure specified
that “no extensive prior knowledge of financia statements or microfinance required.” Yet
the project’ s marketing strategy identifies a core target market of non-specialist donor agency
staff, and the project agreement identifies target customers as “donor staff who manage
microfinance projects but are not microfinance specialists.”

The brochure describes the topics on which the course focuses, but does not provide a
succinct summary of the benefits that participants will walk away with—the “value
proposition.” Based on the brochure, a donor staff member managing a microfinance project
would have little ideathat the course was designed for her/him or that it would help her/him
in any way. Whereas CGAP staff members clearly believe that participants will leave with
“the latest knowledge in microfinance and the tools to make their work as donors managing
microfinance projects much easier,” this benefit was nowhere in the materials.

Personal recommendations have been successful from the participants perspective.
They reported that colleagues or friends emailed or called them about the up coming course
and how it would benefit them. From the perspective of the project team this was the result of
their effort to contact mainly regional donor staff and ask them to track down and invite the
relevant staff. This strategy correctly identified the customer and had a clear value
proposition. This approach commonly included a 30-second pitch about how the courseis
will help donors working on poverty alleviation, microfinance, economic development and
related areas. These calls also noted the importance of thistraining to senior agency staff.
Parti cipants understood what they would get out of the course prior to attending. However, it
has been dependent on individuals devoting alot of time to course marketing via phone calls
and emails when there were insufficient registrations. Going forward a more consistent
methodology is needed.

Wider market missing
Finally, the brochure indicates that the course is also for socially responsible investors or
policy makers but the project document only lists donor partners working for governments,
central banks, and technical service providers as the wider target market beyond those
working within donor agencies. Thisis because as the project was implemented, the project
team realized the potential for broadening the target market and that such participants would
add richnessto the training experience. Asyet, however, there is no strategy for reaching
this broader market and it should be included in the revised marketing campaign.

In summary, it isatribute to the hard work of project staff that the courses have been almost
full, that most fit the student profile the project intends to reach and learned what they
needed. But, this approach is dependent on afew key people with the skills at phone
marketing swinging into action as needed. Perhaps the postponement of the planned April 05
course in Almaty, probably due in part to insufficient personal calls from project staff, isa
salutary reminder that a more sustainable approach is needed.

The Challenge of L ogistics.

There appears to have been an insufficiently detailed approach to logistical arrangements for
the courses by the project manager and to responding in atimely manner to requests from
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participants and team members. When coupled with the lengthy procedures required at each
step, inherent in the U.N. system and time constraints this has resulted in several courses
facing logistical crises. For example, as late as one week before the course in Benin there
were no hotel reservations for participants (so they had to stay in different hotels) and no
contract for the logistics company. In Kenya as the course began there were no arrangements
for an MFI visit. Participants were not always aware of such problems because the project
team is so used to working around the clock to avert acrisis, (although in Benin participants
were aware). However, such oversights cause unnecessary stress on the core training team,
giving them an unproductive sense of confusion prior to courses. Confusion is also
unproductive at the end of the course and resulted in the loss of all the evaluation formsin
Indonesia.

These problems are in part attributable to the difficulties of delivering the course in anew
location with new partners each time that it is held, as well as the slowness of standard
marketing, payment and other implementation procedures. However, these crises need to be
prevented in the future with more or a different type of project management and with more
focused time implementing what had been agreed.

The Challenge of Cost management.

Cost officially covered, but are much higher
The project officially meets cost-recovery targets for direct costs, but much of the staff time
to develop and deliver the course has not been included in the project cost calculations. This
includes time devoted by the training team to marketing and follow-up with participants, the
support provided by UNCDF and UNOPS staff, and the regular upgrading of course
materials by the project manager. As aresult, a rough guestimate of the complete cost of the
course (based on 2005 prices) is US$380,000, which assumes three courses delivered per
year to atotal of 75 participants. The US$1,500 course fee means that the total course
subsidy is approximately US$3,500 per participant. (See Annex 5 for a breakdown of the
assumptions on which this guestimate is based.)

High quality means expensive
The challenge of managing costsis partly aresult of delivering an executive education-style
course, but packaging it like an average training course. For example, the CGAP/UNCDF
project has devoted considerable expense to codify elements of microfinance good practices
so that they are smple for donors, asis expected in atraining course. Except that in
microfinance, many aspects of good practices are constantly evolving, like the development
of the financial system. Providers of executive education that cover issues like financial
system devel opment, rarely take the time to codify evolving material, rather they use
simulations or other dynamic tools that help participants learn how to address evolving
problems. Also, the quality of the faculty obviously increases the costs.

Tailoring content to a specific region also incurs additional costs. For example, the recent
course in Benin was the first to be conducted in French. The trand ation quality could have
been better, the trainers could have had greater regional experience and the course could have
had more locally relevant examples. But the course was full and there was interest to run a
second course. If CGAP and UNCDF were happy with the trandation and examples then
there they could run the course again. But, the CGAP brand means high quality and since
participants identified these issues, CGAP will not be satisfied unless it provides a higher-
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quality executive education-type of experience. So, additional resources will need to be found
to upgrade the trangdlations and cases.

In short, the CGAP brand has come to mean the quality standard in microfinance. To
maintain its brand equity its staff are not prepared to deliver coursesto its primary client
group — the donors - that are less than excellent. It isatribute to their commitment that much
of the additional time devoted to marketing and upgrading this course has been their own.

1. The Market for Microfinance Donor Training

Stakeholder market assessment

Three key stakeholders al anticipate increasing demand among donor staff who manage a
portfolio of projects (so microfinance takes much |ess than 50% of their time), for short,
focused, foundational courses on inclusive financia systems, from a donor perspective. They
note that thisis the donor course’s niche because currently no other short course on
microfinance for donors are being offered, (with the exception of internal courses within
agencies such as USAID and DFID). These stakeholders are: former participants, other
providers of microfinance training and key staff responsible for multilateral and bilateral
microfinance donor training. Some also see increasing demand for follow-up education that
can build on these foundational courses to help staff implement good practices on the job and
keep them up to date on developmentsin inclusive financial systems. (Annexes 6a and 6b
provide participants and independent trainers’ responses to key marketing questions,
together a summary of their recommendations.)

There was not time to undertake a comprehensive analysis of the theoretical market of all the
local and international donor staff, government officials, INGOs etc. who have some kind of
responsibility for microfinance (including microcredit, credit unions, revolving loan funds
etc.) This was because most donors do not yet have the information to identify all their
projects that include some form of microfinance and thusit isimpossible to identify al the
people working on those projects.

UNDP isthelargest single donor sending participants.

The main reason for this significant UNDP participation is that the CGAP/UNCDF training is
integrated into UNDP' s“T” learning system and is recognized and endorsed as one of UNDP
staff’ s career development courses. In thisregard, UNDP isimplementing the results of its
Donor Peer Review to train its staff in microfinance and implementing CGAP s member
donors' policy of outsourcing microfinance training to CGAP. This approach could also
succeed with other multilateral or large bilateral donors. (Many UNDP microfinance projects
have the additional benefit of a standard $15,000 allocated for training and UNDP country
offices often have a degree of autonomy and so can often send staff without HQ approval.
But still, the determining factor isthe courses recognition in UNDP' s career development
process).

Pricing.

Price does not seem to be the major criteriafor participation by UNDP and otherswith a
training budget or the equivalent of Junior Professional Officers who are required to go on
training programs. Thisislargely because there are no other short regional microfinance
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courses of similar quality in content, faculty and peer group, offered to donors. According to
senior UNCDF staff, if there isatraining budget, then if the price is $1,500 or $3,000 is not a
deciding factor. However, for bilateral agenciesthat have to find training funds from out of
overhead budgets or for project staff that have no training budget, there is more price
sensitivity. A more important pricing issue raised by some CGAP member donorsiswhy
they have to pay anything at al, since they fund CGAP and thisis part of CGAP s mandate.
CGAP s position on thisissue is not clear to them and needs to be addressed in the decision
making about exit options.

In summary, the current course is the industry leader in short regional microfinance donor
courses. What has been missing to date is a compelling value proposition for specific
customers and a strategy for reaching them up to ayear in advance.

V. Marketing Recommendations — addr essing the challenge

1. Improve the marketing skills of the project manager. Ideally, this means hiring a
short-term marketing consultant to upgrade the project’s marketing strategy and
messages together with the training team. At the minimum, it means a crash course in
service marketing (covering the myths of pricing, identifying what customers’ value
etc.) (At Annex 7 isthe Marketing Workshop prepared for the providers of Skills for
Microfinance Managers courses. It isadirect and simple outline of basic service
marketing principles with exercises.)

2. Marketing materials should specify who should attend the course sufficiently clearly
so that agency Human Resource personnel can immediately understand who to send.
Furthermore specify in positive, not negative, terms, for example, development
economist, forester, agriculturalist, not non-microfinance specialist.

3. Placethe “value proposition” (or Unique Selling Proposition, USP) up front in course
marketing materials and focus on what participants’ value: how the course will help
them do their jobs more effectively.

4. Plan the marketing strategy at least a year in advance (including commitments from
trainers). A specific, achievable multi-pronged campaign should target international,
local and project donor staff in the region who are specialists in fields other than
microfinance.

5. Base course locations and timing on a combination of anticipated demand, interesting
microfinance exposure for participants, regional experience of trainers and efficient
logistical arrangements. If any one of these elementsis missing, course quality will
be compromised. (With apool of good trainers to choose from this should now be
more achievable and it isimportant to book CGAP staff early.)

6. A key element of the marketing strategy should be to integrate the course into
multilateral and large bilateral CGAP member donor’ s internal training programs (as
per the UNDP model). The priority should be given to donors who provide their staff
and/or projects with access to training funds.
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7.

10.

11.

Include both course-specific and genera course promotion in the marketing campaign
for each course delivery. Both types of promotion should include amix of public
relations activities (e.g., placing an article in a paper that local donor staff read or a
magazine that is widely read by key donor staff), targeted advertising (e.g.,
sponsoring aworkshop at aregional conference for agricultural engineers or foresters
or aregional Micro Credit Summit gathering), and generic mass mailings by both
electronic and postal mail (particularly to previous participants, who are the best
promoters of the course and likely to forward announcements to friends and
colleagues).

Increase the list price of the course commensurate with the value provided by the
quality of the institution, faculty and peer group. Once marketing materials have been
revised and logistical challenges have been over come, consider a course fee of
around US$2,900, which would convey the quality of the experience. (Keeping the
price low may, in fact, reduce the value of the course in the mind of the potential
attendees.) However, also consider using pricing more flexibly like as training
business or to achieve other goals such as reduced pricesif there is more than one
staff member from one office, special dealsfor government staff etc. It will also be
important to explain to member donors why they have to pay at all for thistraining.

Consider enhancing the regional, donor and global alumni networks of CGAP
/UNCDF participants. An active network would have benefits for both the
participants and CGAP/UNCDF. It would give participants access to a large group of
like-minded professionals who support microfinance good practices and could act as
resources, thus increasing the value of the course to participants. It would enable
CGAP/UNCDF to provide ongoing learning via on-line conferences etc. that build on
the course material and thus improve the implementation of donor good microfinance
practices. Such a network would require an additional staff person to regularly update
former participants etc. but the added value would also be included in the higher
pricing. The network might also be expanded to include donor staff who have
attended Boulder or similar executive education coursesin financial services for the
poor. (It need not detract from participation in other general microfinance networks
since this one would be focused on donor issues.)

Consider targeting the course more consistently to managers (in addition to donor
staff members) who want either to i) help a staff member with a challenging project,
ii) provide a catalyst for a staff member who needs encouragement, or iii) improve a
staff member’ s chances of promotion.

Improve participants' perception of the quality of the program by consistently
responding to all e-mailswithin 48 hours. Responsive communication with potential
participants and trainersis critically important to maintaining a high-quality program.
Thiswill require allowing sufficient focused time and improved management of part
time staff for the task.
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V. Cour se Improvement Recommendations

These recommendations are based on reviewing the course materials against course goals, as
well as discussions with participants and trainers. Some of these are, apparently, already
under consideration after the Benin course. (Additional recommendations would result from
seeing the course in action.)

Immediate minimal cour se upgrades could improve the value of the courseto
participants.

Streamline course sessions (particularly the first day) to focus on core messages and
ensure once that materialsinclude all forward and backward linkages throughout all
sessions. (Executive education is designed use what is being learned, so the essential
history should be kept to a minimum.)

Allow greater opportunities for faculty and participant interaction, reducing the sense
of the course being “over packed” and allowing for relationship building. For a start
this could include more time in small group exercises where participants discuss
together and the faculty sometimesjoin in the discussions.

Redesign the evaluation form to better assess whether the goals of the course were
achieved and the degree to which the participants learned what they needed.

Upgrade the French trandation and either add another West Africa case study or
adapt the “Vision” case study to the regional context.

Thefollowing mor e substantial content changes ar e recommended, especially if CGAP
chooses to maintain a high quality mor e executive education-type cour se:

Refocus the course on the key messages of Building Inclusive Financial Systems:
Donor Guidelines on Good Practices in Microfinance (Dec. 2004) and revise the
content to be consistent with these messages. In particular, include a session or
exercise on the“Meso level” or financial system industry building part of the
Guidelines.

Integrate the “Elements of Donor Effectiveness’ and the financial systems approach
to agreater degree in the later discussions about decision making.

Provide practical alternativesto credit components. Because so many participants
(UNDPin particular) have credit componentsin their projects, it isvital that they
have practical alternativesto these unproductive lending schemes.

Research and integrate into trainer notes the key microfinance issues in areas of
development other than poverty alleviation, including environment, SME
development, agriculture, etc. Since many participants are specialists in these fields,
this additional course material would increase their ability to implement microfinance
good practices.

Strengthen the change made after Indonesia of having two tracks on financia analysis
of MFls: one that provides greater financial detail (financial analyst group) and one
that focuses on the role of those managing consultants who provide them with
financial reports (managers group). Although providing two tracks would require
substantial changes and require a minimum of four trainers for the course, it should
be seriously considered because thisis the way that increasing numbers of donors are
moving. There are a number of creative ways to then join the two groups after
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individual sessions are held, such as having the managers group ask the financial
analyst group questions about a report that they have presented.

These upgrades could be integrated by a consultant familiar with the donor course, provided
she/he receives clear direction. The next step might be to re-design the course not as an end
but as a beginning of microfinance learning. Using the course as the foundation for on-going
learning, technol ogy-based product extensions, (such as on-line conferences and problem
solving exercises,) could be designed tailored to challenges that participantsidentify in the
implementation of good practices.

V1. Exit Optionsfor CGAP and UNCDF

UNCDF isin the process of refocusing itsinstitutional objectives on Least Devel oped
Countries and will not be undertaking donor training in the future. UNCDF thinks donor
training is extremely important and that it should continue, but, going forward, it has no
mandate to undertake such training. CGAP has along history of investing in the training of
key stakeholders in microfinance. It contributed to the development of the Boulder
Microfinance Training; developed and initially managed the delivery of eight Skills for
Microfinance Managers courses (as well as developed regional training partners such as the
Microfinance Centre in Poland and CAPAF in Senegal); partnered with the Open Society
Ingtitute to jump-start the integration of microfinance into key regional MBA programsin
devel oping countries; and devel oped the donor training in response to the needs of its donor
members. Each of these projects has an incremental approach to the education of its
particular target clients and faces similar challenges to the donor course: marketing, logistics
and cost management.

There are four realistic institutional options for housing the donor training course in the
future — privatize, merge, be independent or go into an “uber” microfinance training institute

Four Realistic Institutional Optionsfor the Donor Course

1. Privatize: Turn the course over to one or more private sector microfinance or
training company(ies) to manage cour se delivery with minimal initial CGAP
involvement and funding. This strategy is consistent with the “Blue Book” vision of
awell-functioning market providing a diverse array of high-quality services. It would
be similar to CGAP spinning off the Skills for Microfinance Managers courses to
regional partners or DFID istransferring its Financial Sector Course to Oxford Policy
Management. There are several companies and/or training organizations with both
microfinance and training skills which could competently market and deliver the
course, such as FACET and CGAP s own regional training partners. (Please note
these organizations have not been contacted to avoid raising expectations.)

2. Merge: Integrate donor traininginto an existing CGAP-sponsored training
project (such asthe Microfinance Management I nstitute, MM1) or a CGAP-
related training event (such as Boulder). Maintain the subsidy for course
delivery at an acceptablelevel and an ongoing relationship with CGAP. If the
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donor course was housed under alarger existing microfinance training program such
asthe MMI or Boulder, it might be possible to reduce administrative, logistics and
marketing costs and increase their efficiency

3. Belndependent: Create an independent, not-for-profit or ganization specializing
in donor training with an ongoing relationship with CGAP. This option would
yield asimilar operation to that currently in existence, but would be structured with
more business flexibility to respond to the market. . The new organization should be
part of some kind of network of training institutions or close to donor clientsto
reduce marketing and logistics costs. The degree of ongoing subsidy would depend
on whether it was an arm of CGAP or at arms length.

4. Gointoan Uber Training Institute: Createan “Uber” Microfinance Education
Institute with the mandate of providing ongoing education to priority
stakeholder sin microfinance, including donors, and which will support the
development of local training service providers. Thisoption could incorporate all
existing CGAP training projects together with the donor course. Such an institute
would establish avision for education in microfinance, identify training priorities for
all stakeholdersinterested in increasing the access of the poor to financial services. It
would continue to deliver this course to donors and develop others as well asworking
to build the market for microfinance education with local partners.

The option of transferring the course to alarge donor with an existing training infrastructure
in place, such as WBI was rejected as unrealistic for three reasons. First, WBI has no
recognized skills in microfinance. Second, they are specialized in training for World Bank
practices not generic practices for all donors. Third, according to internal sources, they are
experiencing budget cuts and unable to make the up-front investment to develop the
course(s). Large bilateral donors such as DFID or GtZ do have recognized skillsin
microfinance (albeit with a particular agenda) but, like WBI, they focus on providing
specialized training on internal practices mostly at headquarters and do not have the skills,
mandate or interest to provide training for al donors in microfinance in many regional
locations.

VIIl. Recommended Exit Option

The following criteria were developed in conjunction with CGAP and UNCDF staff to assess
the aforementioned exit options:

a avision for training donor staff and no conflicts of interest in providing transparent,
unbiased advice (i.e. no companies that would use thistraining as a means to sell
other services to donors)

b. substantial experience in microfinance training and access to trainers with donor
experience;

c. demonstrated capability to manage course delivery in multiple regional locations
(including getting visas etc.);

d. demonstrated service marketing skills;
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e aredistic cost reduction plan or demonstrated access to funds for underwriting the
donor course, once the CGAP subsidy expires and;

f. aclose working relationship with CGAP for aslong as the CGAP brand nameis
used.

Option 1 — Privatize, would be the obvious choice if it were not for the first criteria. This
option would require aminimal short-term investment by CGAP to train the new partner’s
trainers, provide resource people for an agreed period, and work out if (and if so, how) the
CGAP brand name would be used. Turning the course over to one or more private sector
company(ies) that met the other criteria would also be the most consistent with CGAP' s good
practices for building a market for high quality servicesin microfinance. However, some
donors are very uneasy with this option because of the trainers' conflict of interest. Donor
staff do not want to be trained one day and the next day be asked for money by the same
person.

Option 2 — Merge, would be the smplest choice. It would require the least changes and
would be the least controversial. Of the other CGAP training programs the MMI appears to
have the best global network and Boulder the best donor experience but both would need to
present evidence of their ability to manage the costs of the donor course.

Option 3 — Be Independent, would provide donors with their own specialized training
organization (a neat choice). It would either essentially be an arm of CGAP (like atrade
association’ straining arm) or have a close relationship but be able to make its own
management decisions. The business plan for this new entity would need to addressin some
detail its plans to overcome the major challenges of the project. In particular it would need
careful analysis of how to achieve economies of scale on marketing and logistics.

Option 4 — Go into an Uber Training Institute, will take the most effort and up-front
financing by CGAP and is the riskiest option — but it also has the greatest potential. It hasthe
potential to best fulfill all of the criteria and go beyond donor training to change the face of
microfinance training.

Each of the options have the potential to fulfill all the criteria and would be appropriate for
CGAP and UNCDF to choose for the reasons given above. It is simply a matter of whether
the priority islowest cost, ease, neatness or making the biggest impact on donor practices.
Thisreview considersthat it is consistent with CGAP’ s mission to choose the option that has
the greatest potential to improve donor practices. Option 4 the Uber Ingtitute is therefore the
recommended option. (Annex 8 provides a summary table assessing each institutional option
against each criterion.)

Potential benefits of an Uber Institute for the donor training course

An institutional solution to marketing challenges. A larger institute that was marketing
microfinance training /education to a wide range of stakeholders could more easily afford to
bring in marketing expertise and improve all of the projects marketing strategies and
materials.
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A management solution to many logistical challenges. With good management, a larger
institute could develop efficient models for delivering different coursesin a standard set of
locations (perhaps by realizing synergies between different programs).

A multi-pronged solution to cost challenges. Thelogistical and training-of-trainer costs
would be reduced through economies of scale. Course upgrade costs would also be reduced
as the integration of new microfinance research into course offerings would be systematic
and across the board. An “Uber” institute would resolve the pricing dilemma of the donor
course by the decision whether it was the training arm of the microfinance donors’ trade
association or atraining business.

Create the public good of along-term plan for donor and other stakeholder trainingin
micr ofinance. An institute devoted solely to microfinance training could develop along term
perspective on the future training needs of all stakeholders in the sector that would closely
follow evolving challenges in microfinance and new trends in adult education. A larger
institute would also offer an opportunity to expand donor training with such modules as two-
day, Davos-style seminars for senior policy makers on the Millennium Development Goals,
in-depth financial analysis workshops for project staff and evening events for ambassadors
and parliamentarians during the typical donor course.

The training of donors could only benefit from being part of alarger educational institution
with a broader vision for microfinance. Within an ingtitution with the vision and competence
to design market and deliver quality microfinance education to a range of stakeholderswould
enable the donor training to be flexible and adapt to the changing markets as any training
enterprise.

Potential challenges of a microfinance education institute

Suspicion by other microfinance training institutes that CGAP is subsidizing a
training institute to compete with them.

Turf wars between each small project resulting from inadequate preparation for
integrating into a single larger organization.

Adding another layer of bureaucracy to the existing educational projects rather than
really integrating them.

Inability to realize expected cost savings because the business plan did not adequately
address the financial structure of the new institute.

Member donors questioning CGAP s application of its own guidelinesin the Blue
Book.

Internal CGAP issues. Based on the experience of other CGAP spin-offs, several
questions must be addressed within CGAP, including:

1. What would betherelationship between CGAP and the new “ Giber”
institute? Would the institute operate as an arm of CGAP over which CGAP
maintained veto rights? Or, would it be an independent institution with a dynamic
CEO that used both CGAP and other materials and for which CGAP was a board
member (as an industry expert), but had no greater power than any other board
member. Anything in between would ambiguous, so a clear decision is needed.

2. If theinstituteisnot within CGAP, what assur ances would CGAP need to
ensurethat trainersdeliver a coursethat isconsistent with the CGAP
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brand? Isthe current situation of the Skills for Microfinance Managers courses
adequate?

3. IsCGAP comfortablewith a board of expertsinstead of a board of funders?
If theinstitute is to be a serious educational institution, key Board decisions
cannot be made by a Board of funders who do not have relevant expertise. The
Board, like any leading enterprise, needs to comprise people who are expertsin
related fields as well as those with a vested interested.

4. How will the“merging” of the brands be handled? Branding is critical in this
market and many vested interests already exist among the institutions to which
prior CGAP educational projects have been spun off.

5. How will public relationsfor the potential new institution be handled to
show it was no threat to other microfinance training providers, but instead
would benefit them? Since the motivation is to provide a public good to fill the
gaps in microfinance education and training, other providers of microfinance
training and education might be involved in the decision-making about the
ingtitute’ s formation, or be invited to find ways to use the institute as a resource
for their own services.

6. 1sCGAP comfortablewith the cost of such an exercise? There is no cheap
way to create this type of institute. Although it would likely be able to cover
many costs and attract other fundersif it delivers courses that people want, CGAP
must be prepared to cover significant up-front costs. For example, the initial work
on setting up a marketing database and devel oping clear marketing message
campaign will pay off in the long rung but will be expensive up-front.

The next step in evaluating the education institute option would be to commission either an
internal or external consultant to address these issues as part of aformal feasibility study.

Conclusion

CGAP/UNCDF currently offer a high-quality microfinance course for donor staff that is
meeting all project targets, except one. Course participants appreciate the faculty and peers
and the course content is at the forefront of microfinance knowledge. No other short coursein
microfinance is currently designed for donors. The project has an opportunity to become the
industry leader and build the donor market in regional locations every three or so years. At
present, however, the marketing materials are confusing, logistics management is not up to
par and the full costs are opaque. The Project Manager, athough committed to donor
training, does not bring business or marketing skills to the course and is working within the
constraints of the U.N. system. Finally, the time demands of the project are extremely
stressful for both CGAP and UNCDF staff. The sooner the course can be moved into a
specialized microfinance training ingtitute, the better.
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