On January 9, 2012 we returned to Kenya in orderftom ourselves about the progress of
the projects. Our principal goal was to betterarsthndvVSL (Voluntary Savings and Loans
micro-financind and to document its functioning with video recagi and interviews. In
addition, we also visited both children that wersgmr,Fridah andJemima We stayed for
three days each Mutonga(Region Mount Kenya) and ikendu Bay(Region Nyanza on
Lake Victoria). On Sunday, January™\e visited theSarit Centerin Nairobi, which has a
bookstore that offers an extensive collection aidsn literature and school books. This time
we also visited th@&boretum the peaceful but unfortunately somewhat rundoasarical
garden of Nairobf. From there we flew to Zanzibar where we spenessweeks in

Jambiani There we also checked up on the progress dfubeocational school students we
sponsor and also visited a VSL group as well asoperative with a different development
concept. Finally, we met wittilliam Mkufyain Dar es Salaam to discuss Barbara's
translation of his novel,Ua la Faraja”®

In the following we summarize our experiences i VSL groups, report on the status of
the projects in Kenya and Zanzibar and draw cormhssfor the futuré.

Micro-financing through VSL: a new hope?

As you will recall, the basic principle of the V$ the self-organized group of 10 to 30
members. The members agree voluntarily to saveéahdlp one another mutually through
loans and the group organizes itself on the bdsigmed rules and procedureBhe savings
contributions are usually made weekly, but oftesoain a monthly basis. Even though small

! Originally known a3/SLA(Village Savings and Loan Associatipasid as/S&L (Voluntary Savings and
Loang in rural areas of Kenya.

2 Originally established in 1907 as an eucalyptuesiin order to provide ready and inexpensive foesteam
locomotives, without considering the damaging emwinental impact of eucalyptus (high water consuompti

3 "Flower of Consolation,” a lively novel about WAIDS.

* We thankChildFund KenyaNairobi) for generous support, especially itediorElizabeth Kamawand the
project manager#/allace Amay@ndSilas Kinuya

> These include rules for the admission and withdiaxf members as well as for conduct, for exampémalties
for tardiness."



(one or two Euros per month), the contributionsrfr@ group of even 10 members can yield a
significant amount available for loans. Membens barrow from the pool of common
savings at an interest rate of usually 10%. Thedaare supposed to be repaid within a
period of from one week to six months. Over tingr@wing stock of capital is accumulated
that ideally makes possible increasingly largentoand corresponding investments. After a
year (cycle) the group decides unanimously on gagint the profits, whether the group
wants to enter into a second cycle, and whethermembers are to be admitted or current
members terminated by paying out their sh@téldFund® supports only the establishment
and the survival of such groups through counsetiagning and, in case of conflicts,
moderation. Only in exceptional cases is money atenml support given.

In contrast to th& SLA theVS&L is especially designed to fit the needs of pocalregions.

In these areas most people have not gotten behend\vel of a subsistence economy and are
highly vulnerable for natural catastrophes (abdivdraught), unexpected personal crises
(sickness or death of a family member) or additi@oats (school tuition, examination fees

for children). For this reason loans in these gsoare granted not only for economic but also
for social reasons, for example, paying school,fpeschase of necessary medication, or to
finance a funeral. The principal goal of the VS&herefore, is to provide income stability
and emergency assistance since inadequate nuwitigaps in school attendance endanger
above all the development of childréthe generation of the prerequisites for the
development of higher incomes through investmentsly a secondary goal.

In Mutongawe made video tapes and conducted interviewstw&h/S&L groupKarimi. It
is in its second cycle and one of the most acthté®23 groups in the regioKarimi has 17
members and its main activities are in the purclasksale of grain, chickens, goats and
foodstuffs. Profits are attained by exploitingoerdifferences between local markets: the
closer a market is to population centers the higieiprice.

We interviewedServasio Mujumbea successful example from this group. With thikecdia
loan he purchased eight goats at a price of 2,600/&n shillings (KSh) each and was able to
sell them subsequently for 2,800 KSh each on anotlagket. He was thus able to make a

® Like other worldwide active NGOs. The AmericagamizationCAREis the most visible here in East Africa;
its Norwegian branch originally developed the VSIncept in Nigeria in 1991.

" Thus the name of our foundatiorGHild Developmenfund” Living on less than a dollar a day can mean
heading enough food and drink for a few days orkeead then going without for days or weeks. Iditah to
the immediate suffering, this has catastrophiclasting detrimental effects for the physical aneliectual
development of children.



profit of 1,600 Kenyan shillings (about Euro16). ##business is good he can do this twice a
week. In a month he can thus achieve an income ¢ EEuro130, from which he can easily
repay the interest on his loan.

The minimum savings of the group is 30 Kenyan sig# per week (120 KSh per month or
1,440 per year); interest rate 10%; repayment aftermonth. In its first cycle the group
accumulated a capital stock of 50,923 KSh, whick diatributed according to the different
shares in savings. The largest saver received %8 (2,000 savings contribution), the
lowest 2,620 KSh (1,520 in savings).

In Kendu Baywe observed a meeting Btioye one of 48 VS&L groups of the grandmother
project® The group has 26 members (including one man), selve at least 20 Kenyan
shillings per week and pay 10% interest for loamsadditional 5 KSh are paid into a social

8 RegionKajiei Komwoyo Sublocationsee further information iNewsletter 4and in the longer report about
our visit from November 2010.



fund; the rules are striétin the 38 weeks of its existence the total of 28,8SH® in savings
were contributed and a total of 25,950 in loanscé&Euro 260). On the average every
member borrowed about 1,000 Kenyan shillings (ditaeo 10), but saved only 666 Kenyan
shillings, and had de facto an additional 334 Kensfaillings in available resources. In the
period in which we observed the group loans weareat exclusively for school fees and
similar expenditures; project manager reported,éver; that this was an exception because
(as usual at the beginning of the year) schooljhstdbegun. Otherwise about two thirds of
the loans are used for income generating activitidge request for loans were greater than
the amount of funds available through savings pkrsalties and loans repaid with interest so
that some requests had to be reduced by negotiatimst of the grandmothers in this group
make ropes from sisal that they sell on markets.

A particular highlight was a theater presentatiothie open air in a village ikendu Baythat
we documented by videdChildFundsupports two theater groups whose objective is to
combat discrimination against AIDS orphans and roéimelangered children as well as
discrimination against persons who care for thastesng from AIDS.

° For example, those who come too late or talk dptie meetings pay a fine of 5 KSh.
19 Somewhat less than the minimum savings contribusiould imply.



Our parting gift donated by a sponSowas a big hit in both projects: glass pearls inoes
sizes and colors to be used to make necklacesrandléts, eventually for sale at markets.

In summary, our visit largely confirmed what werlgsd from the last trip. Very small loans,
based on small savings contributions clearly hdpibze the income and life situation of the
poor in the countryside. In both regions the nund§&rS&L groups has increased and the
share of loans used for income generating purpogesisen since our last visit. Access to
external financing (above all through micro-creditas improved. Moreover, in addition to
combating extreme poverty, social aspects shouldb@anderestimated. The VS&L concept
apparently fosters a culture of saving and of swiig in the form of mutual assistance.

Whether the VS&L groups lead to economic self-sigficy that goes beyond the subsistence
level is still not clear. Even though securing aistence minimum rather than the creation of
a growth-oriented enterprise culture is the pringogl, the desire for better investment
possibilities and more lucrative sources of incamas also evident during this visit to the
region'? Of decisive importance for a transition towarmigjer and higher income generating
activities are, in our view, the broadening of spectrum of products and services; the
improvement of product quality for market nichegher productivity through appropriate
(simple) machines; more effective methods of eatton and irrigation; sale of products
beyond local markets. These impressions were ¢oaflrby our experiences in Zanzibar as
well as by our analysis of documents and the liteed>

" Heide Pfarr, professor emeritus for labour law fomther director oHans-Béckler-Stiftung

12 For example, the Mutonga group expressed a diesigestorage facility for seed, water pump foigiation
and a plow; the Kendu Bay group would like, amottgeoplans, to process goats milk to yogurt anc:sbe
13 For more information see our video documentatioeh @ur extended (in part critical) report in pregiam on
micro financing through savings.



Experience with our school stipendsand more

As you may recall, we sponsor 20 children (mositisly 10 inMutongaand 10 irKendu

Bay, in the form of scholarships in the amount of EL80 per year so that they can attend
and successfully complete secondary school. Inh egions we visited one secondary school
and talked with the school directors as well as\wito recipients of our stipends.

In Mutongait was a'Listed Local Schoolin which a large share of the children only tuahs
home on the weekend$.Currently room and board costs, school fees dmer @osts now
amount to ca. Euro 200 per year. Our sponsorirgiitdren is highly regarded by the school
and there is an acute need for more scholarsHips.selection of the children takes place
according to three criteria: 1) the child is ant@p or is the child of a poor and single
mother; 2) the child is able and willing to complsecondary school; 3) she or he is jointly
chosen by the ChildFund, the local community ardet ChildFund Kenyaadvises the
children and writes a semiannual report on thedagpgss. The children are also encouraged
to write a letter to us once a yéear.

A brief note regarding our investment in two "higinality sewing machines” (ségewsletter
5): In response to our query about this investmeantvere told that the central office
together with the new regional project managemenidgd to invest the money (Euro 1,000)
in seven standard mechanical sewing machinesadttiaus possible to equip seven women
trained as tailors to earn their own income. Wddonly express our approval for this
decision.

In Kendu Baywe visited d'Provincial School? All pupils are day students but receive
breakfast and a warm lunch. For this reason thexelso school fees here (although lower),
which many parents or grandmothers are frequemidle to pay: 7,500 KSh for meals,
1,500 for a development fund (repair costs et€@), for special needs (for example,
inoculations). Together with examination feesteas school uniforms and teaching
material the total support costs for pupils amdorit6,000 KSh or about Euro 160 per year
according to project managers. Kendu Baythe implementation of our scholarships was
delayed by a number of difficulties, above all do¢he additional condition that the children
were to be selected from the VS&L groups of thengraothers. We were able to assure

14 Other school types are "Provincial Schools" andtidhal Schools"; only in these are the residewntats and
school fees covered in part.
15 Last year we received one progress report f@dmitdFund Kenyaand letters from six children.



ourselves that the project managemerendu Baycarried out this task thoughtfully and
carefully. We were given documentation for eighth@ selected children; five are still on
the waiting list. Here, for example, the casdaxkline Achieng

"Jacklinewas born on August 4, 1996 and attendsAWakra‘Mixed Secondary Schqbivhich we
visited. She lives with her mother and two yourgjsters and the father is deceased. The mother
lives from a very small plot of land and can ocomalily sell surplus, e.g. corn. She pays schas fe
in part by sellingitumba*® but often has to wind cord per hand from sisairiter to pay the
remainder of the school feedacklineused to have excellent school grades and wastiond best
pupil in her class; however she fell back to 8thehese she was often tired in the morning when she
had to help her mother winding cord and sometirhessgas unable to attend school."

The project managementkiendu Baypromised to send us semi-annual progress reports.
In addition to care and counseling for the childreschool ChildFund Kenyas also
responsible here for the supervision of the chiidiaring school holidays and for
encouraging them to undertake a responsible ratenmmunity activities, for example,
setting up youth clubs or organizing sport andualtevents.

Jackline Achieng Fatma und Rayusa

! This is the term in East Africa for the boominade with secondhand clothes, which often stem tram
supplies of the large charitable organizations. eyl Cross). This clothing is not — as many agsam
distributed at no cost to the needy but sold oackimarkets".Mtumbais in part responsible for the decline of
the Tanzanian textile industry.



In Jambiani(Zanzibar) we met with the project manager, Mr. Vudno is responsible for our
two vocational school scholarships as well asHiertivo fortunate girls who were chosen
from 12 applicantsRayusa A. NemshndFatma A. HasanRayusas 18 years of age and
has two brothers and a sister. Her parents lidambianifrom their scanty earnings from a
farm (potatoes, vegetables etc.) and the mothereams additional money in the sea weed
fields!’ Rayusds doing a full-time business course at Famzibar Public Administration
Collegethat culminates in a diploma after three ye&tatmais also 18 years of age and has
two brothers and a sister. Her parents livBtone Townthe mother is a housewife and the
father a farmer Fatmaattends th€ollege of Health Science Zanzikara full-time

vocational training course for medical techniciambich also lasts three years and ends with
a diploma. Both girls have a contract with the Bemi local government that obligates them
to work there, or in the vicinity, after completitiggir training. In Fatma’s case it is already
clear that she will work in the local hospital. dddition to the stipends (sBewsletter bwe
provided both with a subsidy of Euro 325 each &ptdps. We visited both schoolsStone
Town spoke with teachers and heads of the respongitaitulties. We were above all
impressed by the quality of the health college.

Conclusionsfor future activities

The trip confirmed our impression that we are aright path. Therefore, no important
changes to our basic approach are planned at theento We will consider further possible
changes in detail. An important factor is the depment of the flow of donations; naturally,
we hope being able to expand our activities. Waldibke to express our heartfelt thanks
here to all those who have supported @bild Development Funsb far. We look forward to
any suggestions in reaction to our report and refym®ir continuing support for the projéett.
Our next step will be to assess our videos, ingsvgiand documents collected from the trip.
We will provide further information from this matakin the next newsletter.

Barbara and Giinther Schriid

" Barbara has made a video film about seaweed atitiivthat is available on DVD.

18 Reminder: Contributions should be sent to: Chie/&opment Fund (CDF) (Barbara und Giinther Schmid),
Bank fiir Sozialwirtschaft, Stuttgart, BLZ 601 208, &.ccount No. 778 1826; Swift Code/BIC:
BFSWDE33STG, Account/IBAN: DE986012050000077818&tortant! Please give with the donation your
private address and you will get a receipt for dbations to a recognized charity.

%We can be reached at the following E-Mail addressgsnidhdb@aol.congues@guentherschmid.d@lease
see our home pages for more biographical informatlwout uswww.editionpamoja.de
www.guentherschmid.eu




