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[bookmark: _Toc401148776]EXECUTIVE SUMMARY
Hand in Hand Afghanistan (HiH Af) is a Non-Governmental Organization (NGO) with its head office in Kabul. HiH Af is part of the global Hand in Hand network of independent organizations with a shared mission to alleviate poverty and gender inequality through the creation of enterprises and jobs. 
Afghanistan is one of the poorest countries in the world and is off track with most Millennium Development Goals.  It has suffered decades of conflict and instability.  HiH Af was established in 2007, with a vision to reduce poverty through job creation in marginalized communities throughout the country. HiH Af offers a holistic, four-step approach to job creation, tailored to the target group’s specific needs.  Given the hugely challenging conditions in Afghanistan, pilot programmes were started in a few areas.  By end 2013, HiH Af had established operations in Balkh, Kunduz, Takhar, Herat, Parwan Nangarhar and Badakhshan Provinces and mobilized 14,425 individuals into Self-Help Groups (SHGs). These have received business training and support to develop and/or enhance 3,317 micro-enterprises and thereby 4,992 jobs. 
The results have validated the HiH approach and demonstrated widespread demand for these services.  HiH Af now has the experience, structure and capacity which will enable it to scale up significantly. This document sets out HiH Af’s Strategic Plan for 2014-2017: what HiH Af seeks to achieve, how this will be accomplished, what resources are required, together with the implementation arrangements.
During this period, HiH Af aims to mobilize an additional 47,500 individuals into Self-Help Groups (SHGs)/Common Interest Groups (CIGs) and provide them with necessary training and support to create and sustain an additional 44,600 jobs. To realize these targets, HiH Af has identified five provinces for expansion, namely Jawzjan, Samangan, Sarepul, Faryab and Badakhshan, subject to continued stability and security in those areas and adequate funding. The total cost is estimated to be some US$10.2 million, excluding any credit financing.
By end June 2014, HiH Af had secured some initial funding for the expansion. In January 2014, operations began in Jawzjan Province, with funding from HiH International and HiH Sweden; in February 2014, HiH Af expanded into Samangan Province, with funding from the European Union, HiH International and Johnson & Johnson Corporate Citizenship Trust (J&J CCT). In addition, HiH Af is conducting training for the government-led Afghan Rural Enterprise Development Program (AREDP) in Bamyan and piloting and testing the concept of One District One Product in Herat and Parwan Provinces. Thus, by end June 2014, HiH Af increased the number of members mobilized by some 50% to a total of 22,371 individuals (58% female) in 1,316 SHGs, providing support to create 4,008 enterprises and thereby 5,890 jobs. 
To realize remaining targets of the Strategic Plan, HiH Af requires additional funding of US$2.37 million in 2015, US$3.09 million in 2016 and US$3.16 million in 2017 to cover the cost of mobilization, training and support of its clients. In addition, HiH Af is exploring alternative ways of supporting members to grow their business, to meet resource demands beyond those which can be met from internal group loans. For instance, HiH Af is piloting the provision of enterprise start-up toolkits, a form of asset transfer. HiH Af has also set up an Enterprise Incubation Fund (EIF) which provides small catalytic loans to eligible members, for which HiH Af is also exploring the possibility of extending Sharia compliant micro-loans. The total funding gap during the strategic plan period, excluding required capital for the EIF is estimated to be some US$7.47 million over the period covered by the Strategic Plan.  

[bookmark: _Toc347501314][bookmark: _Toc350955463][bookmark: _Toc401148777]INTRODUCTION
[bookmark: _Toc347501377][bookmark: _Toc347501378]Hand in Hand Afghanistan (HiH Af) is a Non-Governmental Organization (NGO) with its head office in Kabul. HiH Af is a member of Hand in Hand (HiH), a global network of independent organizations with a shared mission to alleviate poverty and gender inequality through the creation of enterprises and jobs. The HiH Network has operations in India, Afghanistan, Eastern Africa, and Southern Africa, with fundraising and support offices in the United Kingdom, Sweden and the USA. The network promotes South-South knowledge transfer by sharing experiences, information, lessons learnt and best practices. The HiH model originates from Tamil Nadu in India, where, in over one decade, it has managed to mobilize some 1.2 million members into Self-Help Groups (SHGs) who in turn have created more than 1.7 million jobs.
After decades of war, conflict and natural disasters, Afghanistan is one of the poorest countries in the world and significantly off track on Millennium Development Goal (MDG) 1 and 3[footnoteRef:2]. In terms of MDG 1, 37.5% of the rural population live below the national rural poverty line, against which the poverty gap is 8.3%.[footnoteRef:3] Nearly a third of the population (7.4 million people) is food insecure and an additional 37% at risk.[footnoteRef:4] Job prospects are minimal; less than 10% of Afghans are today engaged in a regularly waged economic activity. 59% rely on agriculture or livestock for their income; however, agriculture contributes only 37% to GDP and this sector is especially vulnerable with 400,000 people each year being seriously affected by natural disasters (droughts, floods, earthquakes or extreme weather conditions).[footnoteRef:5] Further, poor governance, inadequate marketing infrastructure and business development services, and poor post-harvest practices limit the potential for agricultural growth.  Despite several governmental, multi-donor funded programs that support the rural population, people in rural areas face increased poverty. [2:  MDG 2011 Progress Chart]  [3:  National Risk and Vulnerability Assessment (NRVA) 2007-2008. Poverty gap defined as shortfall from poverty line as a percentage of national rural poverty line, reflecting depth of poverty as well as its incidence. ]  [4:  NRVA 2007-2008]  [5:  NRVA 2007-2008; World Bank 2007 data profile] 

In terms of MDG 3, Afghan women are socially and economically marginalized; with a Gender Inequality Index (GII) value of 0.712, Afghanistan ranks 147 out of 148 countries in the 2012 Human Development Index. Per capital income for women is less than half that for men[footnoteRef:6]; 5% of Afghan businesses are run by women and only 3% of women having formal bank accounts. Adult illiteracy is very high and education scarce: 93% for rural women against 65% for rural men; only 5.8% of adult women against 34% of adult men have reached secondary or higher education. [6:  National Action Plan for the Women of Afghanistan (NAPWA), 2007-2017] 


Progress against MDG 1 and 3 is rendered fragile, albeit increasingly urgent and important, in light of the recent Presidential election, withdrawal of international troops and high frequency of natural disasters. Much now depends on a successful transition from international to national security and on conflict resolution by end-2014.  Significant efforts are required to improve governance and tackle corruption, make better use of public resources, and to develop sustainable livelihood opportunities through self-employment, especially in the context of spiralling unemployment, limited job prospects and a prosperous agricultural sector to tap into. 

HiH Af started operations in 2007, following a request at the 2006 London Donor Conference. Afghanistan is a costly and challenging country to operate in. To be successful, it is of vital importance to build local trust, to offer solutions that are acceptable in a male-dominated society, and to comply with traditions, customs and Islamic principles. HiH Af offers a holistic, four-step approach to job creation, tailored to the target group’s specific needs. The approach has proven a highly effective vehicle for fostering sustainable social enterprise development among the most vulnerable and under-served regions and groups in society. Through group mobilization, joint savings schemes, entrepreneurship and financial training, access to micro-finance, and support with market access and value-addition, the organization helps inculcate an entrepreneurial culture in the communities it works with, and creates informed, skilled and more competitive micro-entrepreneurs. 

HiH Af’s Enterprise Incubation Fund provides loans to members who are unable to access formal credit, and helps turn small family-based micro-enterprises into profitable and more competitive ventures.  HiH Af’s Capacity Development Unit develops training modules, trains trainers and ensures that HiH Af is linked up with key actors and emerging best practice in the field. 
By end 2013, HiH Af had implemented the HiH job creation model in Marmul, Kaldar and Sholgara districts of Balkh province with funding from the Swedish International Development Cooperation Agency (Sida) and HiH International. Building on this, J&J CCT has funded a Hygiene and Sanitation Awareness component and also provided US$100,000 as capital for the Enterprise Incubation Fund. In addition, HiH Af has recently completed value-chain projects in Balkh, Kunduz, Takhar, Badakhshan, Parwan, Herat and Nangarhar provinces funded by United States Agency for International Development (USAID), in which a total of 560 members in seven women cooperatives received training and technical support.
This document sets out HiH Af’s Strategic Plan for 2014-2017, with focus on what HiH Af seeks to achieve, how this will be accomplished and what resources are required. The Plan is complemented by a detailed budget and progress indicators, as well as a toolkit of internal documents covering governance, organizational policies, operational manuals, and systems, rules and procedures. The strategy will be used to provide an overarching framework for HiH Af and to guide its staff; for the Board of HiH Af to hold its management to account; to inform the broader HiH network of HiH Af’s plans and intentions; and for fundraising and presentational purposes to external stakeholders and potential donors. 
During this period, HiH Af aims to expand into five new areas – Jawzjan, Samangan, Sarepul, Faryab and one additional province – to mobilize an additional 47500 people into SHGs and provide them with necessary training and support to create an additional 44,600 jobs. Consequently, by end 2017, HiH Af foresees having supported a cumulative total of  49,595 jobs. These targets are conditional on continued adequate stability and security in the areas of operation and to securing additional funding. 
By June 2014, HiH Af had secured some funding for the Strategic Plan. In January 2014, HiH Af thus expanded into Aqcha district of Jawzjan Province with one-year funding from HiH International and HiH Sweden; additional funds are being pursued to extend activities in this area. In February 2014, HiH Af expanded into Dar-e-Suf Bala and Dar-e-Suf Payan districts of Samangan Province to implement a 30 months-project funded by the European Union and Johnson & Johnson Corporate Citizenship Trust (J&J CCT), with match funding from HiH International. By end September 2014, HiH Af had thus mobilized 22,371 individuals (58% female) into 1,316 SHGs, providing support to create 4,357 enterprises and thereby 6,972 jobs. To realize remaining targets of the Strategic Plan, HiH Af requires additional funding of US$2.37 million in 2015, US$3.09 million in 2016 and US$3.16 million in 2017 to cover the cost of mobilization, training and support of its clients. In addition, HiH Af needs around US$0.807 million to capitalize its Enterprise Incubation Fund (EIF) through 2017, which will provide microloans to 12,926 members. 
During the Strategic Plan period, HiH Af has also been awarded contracts to deliver training on enterprise development for the government-led Afghan Rural Enterprise Development Program (AREDP) in Bamyan Province. Further, HiH Af is piloting and implementing the concept of One-Product-One-District in Herat and Parwan Provinces under a contract with AREDP. These contracts lie beyond the scope of HiH Af’s jobs creation model, but fall within HiH Af’s mandate for enterprise development, building HiH Af’s experience and positioning HiH Af as an implementing partner within government-led development programs. Additional contracts are being continually pursued as a means for strategically aligning with government priorities, advocating the importance of job creation, positioning HiH Af as an expert within the area, and building strong local stakeholder relations. 
[bookmark: _Toc188449172][bookmark: _Toc347501315][bookmark: _Toc350955464][bookmark: _Toc401148778]VISION AND MISSION 
[bookmark: _Toc188449173][bookmark: _Toc347501316][bookmark: _Toc350955465][bookmark: _Toc401148779]Vision
HiH Af’s vision is an Afghanistan free of poverty, where gender equality is its cornerstone.
[bookmark: _Toc347501317][bookmark: _Toc350955466][bookmark: _Toc401148780]Mission
HiH Af’s mission is to work for economic and social empowerment of the poor by supporting the creation of enterprises and jobs, and the generation of higher incomes. 

[bookmark: _Toc401148781]The Role of Hand in Hand Afghanistan
The persistence of poverty and unemployment calls for the development of innovative and sustainable community development and poverty eradication policies, strategies and programs. Consequently there is a pressing need for poverty reduction through job creation and self-employment programs that focus on women and youth as poverty and vulnerability is most prevalent among these groups. In order to support this cause, HiH Af works closely with Afghanistan’s line ministries and national programs to address the relevant strategic priorities of the Government of Afghanistan as outlined in the Afghanistan National Development Strategy (ANDS), namely to “reduce poverty, ensure sustainable development through a private-sector-led market economy, improve human development indicators, and make significant progress towards the Millennium Development Goals (MDGs).” HiH Af’s Strategic Plan complements the efforts of Government agencies, especially the Afghanistan Rural Enterprise Development Program (AREDP) of Ministry of Rural Rehabilitation Development (MRRD); the National Action Plan for Women of Afghanistan (NAPWA) of Ministry of Women Affairs; the National Skills Development Program (NSDP) of Ministry of Labour and Social Affairs; and the programs of the Home Economics Department of Ministry of Agriculture, Irrigation and Livestock (MAIL) toward achieving the ANDS’s goals and objectives related to poverty reduction and job creation. 
In alignment with the Afghan government, HiH Af identifies a serious need to ensure that entrepreneurial development amongst women is encouraged and supported. The justification for promoting women’s entrepreneurship development is threefold. Firstly, the main purpose is income generation to contribute to their household income and enhancing sustainable livelihoods. Secondly, women’s empowerment is essential for economic growth; World Bank studies have shown that countries which have taken positive steps to promote gender equality have substantially higher levels of economic growth. Thirdly, women’s entrepreneurship development can make a particularly strong contribution to the well-being of the family and communities.  Where women have more control over the resources of the household, the pattern of consumption tends to be more child-focused and oriented to meeting basic needs.
Although a number of NGOs and Micro-Finance Institutions (MFIs) operate in Afghanistan, HiH Af is the only organization which provides an integrated solution for tackling prevalent obstacles to income generation, even among the most vulnerable individuals. Organizations providing business development services are few and far between and unable to reach large parts of the primarily rural population. Access to finance is limited for those without records of savings, loans and repayments; consequently, individuals are unable to acquire working capital and inputs required to start a business. HiH Af’s empowering, self-help approach effectively meets this gap; HiH Af’s support is targeted and adapted to help individuals to build the required confidence and skill set to start a business; strong social support structures, financial means and market linkages help ensure that created enterprises are sustained and outlive HiH Af’s support.
[bookmark: _Toc188449180][bookmark: _Toc347501318][bookmark: _Toc350955467][bookmark: _Toc401148782][bookmark: _Toc188449170]OUR APPROACH
Self-help, empowerment and capacity building are fundamental to the rationale, integrated design, implementation and sustainability of HiH Af’s model. HiH Af creates small enterprises and jobs that promote self-reliance at individual, household and community levels, which in turn contributes to economic growth at local and national levels. This is done mainly through the formation of SHGs of women and men from similar socio-economic backgrounds. The SHG approach is an empowerment tool that focuses on equipping the individual to improve the socio economic condition of their families and communities. Complementary training on business, production, skills, savings/credit and market linkages then capacitates individuals with relevant knowledge and skills to identify and use resources within their communities, materialize their ambitions into market-based, profitable enterprises and improved incomes. As a result, HiH Af contributes directly to improving women’s economic independence and social standing as household income contributors, leaders and community/household decision-makers. 
[bookmark: _Toc188449181][bookmark: _Toc347501319][bookmark: _Toc350955468][bookmark: _Toc401148783]The Model 
The Hand in Hand approach sees job creation as a highly effective development tool, where micro-entrepreneurs are key drivers for economic growth and poverty reduction. As agreed by the HiH Network, HiH Af uses International Labour Organization’s (ILO’s) definition of a full-time job, being at least 24 hours per week for individuals aged 18 and above. The model provides support for a comprehensive approach to job creation, incorporating the following four key elements: 
[image: ]
1.1.1 [bookmark: _Toc347501320][bookmark: _Toc350955469][bookmark: _Toc401148784]Social Mobilization and Saving
The initial stages focus on establishing Self Help Groups (SHGs) and Common Interest Groups (CIGs). A SHG typically consists of 10-20 members with different interests or enterprise background, either exclusively women or exclusively men; a Common Interest Groups (CIGs) consist of 5 to 15 members with similar interests or enterprise backgrounds. HiH Af identifies group structures as effective and powerful entry points to empower individuals, although Afghanistan’s conservative context requires a gender-sensitive empowerment approach. Cultural sensitivities and limited local acceptance render it difficult to engage and train women; HiH Af thus engages and trains women and men separately. Experience shows that strong groups are powerful building blocks for success, especially for women as they find a voice through sharing problems and responsibilities. Training in group dynamics within female and male groups separately builds mutual trust and accountability, respect for others’ interests, confidence to seek entitlements, voice concerns and challenge norms. This is reinforced by leadership and entrepreneurship training and is especially important among Afghan women, to revisit their self-image, challenge norms, and assert their rights. Male members are equally sensitized on social/economic benefits of engaging women in enterprise creation.
As of June 2014, the percentage of women SHG members in the HiH Af program is 58%, which compares favourably with the 30-35% target set by the Afghan government for aid interventions.  The main barrier to involving women is the required permission from a male relative or husband to join a SHG, even though they will be joining a women-only group.  This is overcome by also working with men, both within the home and externally -- e.g. through local influential figures/leaders during the mobilization stage to ensure women’s involvement in the program.  The positive experience of men who participate in SHGs also helps spread the word and make it acceptable for women to join groups.  Therefore, HiH Af targets both men and women, but continuously strives to increase the female member share to at least 70%.
Male/female groups are formed from existing structures, based on common demographics, social cohesion and income generation opportunities. Community Development Councils (CDCs) act as entry points to the community while mobilizing groups, to secure local ownership and coordination. Each group develops a constitution outlining group rules, behaviours and goals; elected leadership and regular attendance by the majority of the group members are required. The SHGs effectively become the savings and credit access vehicles for HiH Af’s support. Trainers regularly meet their groups to enable group support and individual coaching.  Savings is an integral part of the model, and a culture of group saving and lending is a pre-requisite to moving forward in the program.  Joint internal savings is often the first step in group formation and allows members to pool regular and discretionary savings and use the funds to make short-term loans to individual members, thereby allowing them to immediately put their skills into practice through savings-based borrowing that is used for economic activities. Many of the members are illiterate so Hand in Hand trainers facilitate learning through pictures, parables, activities and role play. Social mobilization is the starting point for all HiH Af operations.
1.1.2 [bookmark: _Toc347501321][bookmark: _Toc350955470][bookmark: _Toc401148785]Business Training and Enterprise Development
Once mobilization and basic group management training is completed, members are provided with progressive business-related training. Firstly, members are trained on microfinance including modules of savings, microfinance and Islamic banking principles, community development activities and promotion of female participation in family income generation activities.  After successful completion, all members are subsequently taken through the Business Development Services (BDS) training, which includes modules in basic book-keeping, basics of business, Macro and Micro Screening, Environmental screening, 4Ps (Product, Price, Place, Promotion), Market survey card and Demand & Supply.  For beneficiaries who are already economically active, focus will be on expanding or enhancing their enterprises; for those who have not been active, it provides information and training, plus on-going support, to enable them to identify and start a new activity.

Upon completion of microfinance and BDS training, a needs assessment is conducted to categorize and enrol the members into vocational skills trainings that are relevant for them to realize their business ideas. 
1.1.3 [bookmark: _Toc347501322][bookmark: _Toc350955471][bookmark: _Toc401148786]Financial Management and Access to Credit 
Most SHG members who complete the enterprise development modules are motivated to start new enterprises or enhance existing ones. For many group members, access to internal group savings is enough to meet their needs for working capital; however, to grow their business, most will need access to additional resources. Although World Bank and others have made funds available at apex level, MFIs’ penetration in Afghanistan is limited, operations costly and hindered by insecurity and Sharia-compliance remains controversial; a number of NGOs, such as BRAC, have withdrawn from direct lending. Access to credit is therefore unavailable or unaffordable in many provinces of Afghanistan. In light of this challenging context, HiH Af is exploring and testing solutions to overcome group members’ financial exclusion and resource constraints to help them grow their businesses further. These include bridge financing as well as the provision of enterprise start-up toolkits, a unique feature within  the HiH Network and a specific adaptation to the Afghan context. 
Enterprise Incubation Fund (EIF) 
To facilitate group members’ financial inclusion, HiH Af has set up an Enterprise Incubation Fund (EIF), an internal fund designed to stimulate new enterprise creation or enhance existing enterprises upon completion of the enterprise development training. The EIF aims to provide bridge financing through affordable, small microloans of US$85-350 at a 2% fee to members who have completed training, repaid internal group loans and present a sound business plan. The EIF is capitalized separately by HiH International. Collateral is ensured through a group guarantee methodology, in addition to a written guarantee letter from a related CDC/village leader. HiH Af members can apply for one of three loan products (Tujarat means Trade; Zeraat Wa Maldary means Agriculture and Livestock; Sanaye Dasty Wa Tawlidy means Handicraft and Production): 
Table - 1: Hand in Hand Afghanistan Enterprise Incubation Fund Loan Products
	Terms
	Product 1 
(Tujarat)
	Product 2
(Zeraat Wa Maldary)
	Product 3
(Sanaye Dasty Wa Tawlidy)

	Loan Size AFN (1st Loan)
	5,000 - 10,000
	10,000
	10,000

	Loan Size AFN (2nd Loan)
	Up to 20,000
	Up to 20,000
	Up to 20,000

	Grace Period
	2 months
	6 months
	3 months

	Term of Loan
	12 months
	12 months
	12 months

	Repayment Instalments
	10
	3
	4

	Repayment Frequency
	Monthly
	Quarterly
	Quarterly

	Service Charge (once)
	2 %
	2%
	2%


By end September 2014, the EIF has distributed 2,655 loans at a total value of US$405,000 with 81% repayment rate. The average loan size is US$153. The challenging environment has had an impact on the EIF’s implementation. For instance, there is strong local resistance among rural populations to pay interest on loans, due to its incompliance with Sharia. This creates social pressure among members to refrain from loan taking, rendering it challenging to attract interest for the EIF even in the absence of Sharia-compliant alternatives. Social pressure remains a challenge when recollecting issued loans, as well as security concerns of travel. 
HiH Af has therefore paused the issue of new loans while it explores the options.  It is continually engaging closely with target communities and community leaders to bridge these concerns, sensitize beneficiaries on the importance of credit access as a means for job creation, and provide transparency about the fee requirement to manage beneficiaries’ expectations. 
To address local demand for interest-free, Sharia-compliant loan products, HiH Af hired the services of Alhuda Centre for Islamic Banking and Economics to explore non-interest based options of rendering the EIF financially sustainable. A portfolio of Sharia-compliant loan products has been evaluated, including solutions of profit-loss sharing, micro-insurance and asset ownership/inventory. However, these would significantly increase the risk profile of HiH Af and require further research to better understand market demand and viability. Consequently, such alternative credit products are not identified as a near-term priority but may be revisited in the future.
Instead, HiH Af’s near-term focus will be to strengthen EIF lending through the existing loan products under the current EIF policy, which sets out exact processes for disbursing and collecting catalytic, bridge capital. Immediate steps involve improving repayment rates, ensuring timely and effective collection of 2% fees, tightening loan distribution and increasing the distribution to female members. Further, there is a critical need for HiH Af to better understand Afghanistan’s credit market and availability of other credit providers and loan products; this is critical to position the EIF in the Afghan credit market and understand whether and how the EIF, as a source of bridge finance, can be most conducive and relevant in the Afghan credit market.
During the Strategic Plan period, HiH Af aims to disburse a total of US$2,5 million to 12,928 members, at an average loan size about US$194. The EIF will continue to rely on financial subsidies and the EIF’s financial sustainability is not a near-term priority. To do so, an additional US$0.807 million capital would be needed. However, only when more effective processes for repayment, loan distribution and accountability have been established will HiH Af be in a position to raise external capital and aim for financial sustainability. With such operational improvements in place, HiH Af will also be better positioned to explore and introduce alternative, Sharia-compliant credit products. 
Enterprise Start-Up Toolkits
In light of the microcredit challenge in Afghanistan, HiH Af has introduced enterprise start-up toolkits as an alternative means to help members grow their business, circumventing the credit barrier at least in the inception phase. The enterprise start-up toolkits represent a unique feature for the HiH network and a direct adaptation to the Afghan context. The toolkits are small grant-based asset transfers, worth on average US$80, aimed at catalyzing enterprise growth. The toolkits provide a majority of inputs and tools required to grow the business in a selected sector, conditional upon business plans, completed vocational skills training and a complementary contribution from the individual member. The ambition is to offer toolkits to at least 70% of members. Currently available in nine sectors (poultry, agriculture, livestock rearing, tailoring, beekeeping, mushroom production, silk worm rearing, wool spinning, horticulture), HiH Af continually develops toolkits to meet local member needs.
HiH Af’s target is to distribute 24,940 toolkits to members that meet the criteria during the Strategic Plan period. By end September 2014, 685 toolkits had been distributed (65% female members). The toolkits are expected to meet a significant portion of the EIF demand. Within the selected sectors, toolkits provide start-up resources and incentives necessary for a member to grow his/her business, reducing the catalytic need for an EIF-loan. Toolkits thus offer an adapted alternative to EIF-lending, in a context where microfinance remains ambiguous. EIF-lending can thus be more focused on other sectors where toolkits are not available, such as services and shop-keeping as well as for expansion of enterprises. The impact of the toolkit approach, and its integration with the EIF, will be carefully monitored and provide valuable insight for potential use elsewhere.  This approach has some similarities to that being adopted elsewhere under targeted programs for the ultra-poor in which an economic asset is provided as a grant in conjunction with sustained training and support.
Linkages to Existing Microfinance Providers
In line with the critical need to map the existing credit market, HiH Af aims to identify credit partners with relevant and affordable loan products to link for HiH Af’s members. If these are available, HiH Af will educate its members on the existence of other MFIs, their loan products and conditions. When appropriate, HiH Af will link the members to respective credit partner; however, HiH Af will take no responsibility for the loan transaction as this occurs outside of HiH Af’s control. Nonetheless, such linkages would reduce the demand on the EIF itself which can be kept relatively small, while serving a vital catalytic role. HiH Af will coordinate its work with the Microfinance Investment Support Facility for Afghanistan (MISFA) and Afghanistan Microfinance Association (AMA) and cooperate with its main partners, with a view to apply emerging best practice and align with identified priorities, policies and plans. However, in light of the Afghan context, there are multiple challenges with engaging with MFIs, namely: 
· Unavailability of other MFIs in most rural areas
· Strict collateral system
· Mostly conventional, non-Sharia compliant credit providers with very high annual interest rates (12-24%)
1.1.4 [bookmark: _Toc347501323][bookmark: _Toc350955472][bookmark: _Toc401148787]Value Addition & Market Linkages
HiH Af is providing support to the local economic development of rural communities in Balkh, Samangan and Jawzjan Provinces. Social mobilization, basic business training, vocational training, and access to credit have greatly enhanced rural producer groups’ product quality and quantity. Initially, the market linkage begins by conducting the vocational skills training need assessment. The assessment provides information on types and quantities of enterprises to be established in the project areas, the direct and potential customers and level of quality required of production. Vocational skills training is then planned accordingly. 
HiH Af seeks to expand the market opportunities of HiH Af’s SHGs by creating linkages between rural villages and districts to broader markets in Mazar e-Sharif and Kabul. Initial formation of CIGs/Producer Groups and subsequently cooperatives or cluster-based business associations provide the backbone for such support, as HiH Af’s members retain more value by working together to negotiate better deals, share transportation and logistics service costs, and capture larger work contracts than what would be possible by a single individual or SHG.
HiH Af is working on value chain upgrading across all the economic sectors its members are engaged in. The bulk of HiH Af beneficiaries are active in agriculture and livestock production. They represent the lowest rung of their value chain, and the lowest percentage of the end product’s value. Value chain upgrading activities seek to create more value for beneficiaries through primary processing (e.g. sorting, milling, spinning wool, weaving cloth). For Afghan silk, carpets, and other high value products, HiH Af seeks to develop marketing and branding of goods so that domestic and international markets can differentiate higher quality Afghan goods from poorer quality products. 
1.1.5 [bookmark: _Toc401148788]Life Skills Training
In Afghanistan, 66% of people are illiterate and lack of literacy and numerical skills severely limit the impact of the training.  HiH Af has therefore added this training as a complementary part of the HiH model being implementing in Afghanistan. Although this is adding time and costs for HiH Af, this will substantially increase the effectiveness of the training and ensure that results are more sustainable.  

Soon after mobilization and group formation, the life skills training will be offered on needs basis to members for a period of 4 to 9 months. The curriculum and training material is compiled using materials from different sources[footnoteRef:7] and adapted to serve needs and fulfil the purpose of offering training. This training is called life skills because it covers a wide range of topics including enterprises, skills, social awareness, hygiene & health, environment, knowing oneself, religion, human rights, knowing the country and culture, etc. Therefore this training besides enabling members to learn read, write and do basic calculations, it increases their awareness in the above areas as well.  HiH Af will try its best to find an implementing partner to offer basic literacy and numeracy for the interested group members. In case no suitable partner is available, HiH Af will hire the instructors and offer training to the members in parallel with other activities.  [7:  Basic Literacy and Post Literacy books - Ministry of Education 
Community Awareness book - Habitat] 

[bookmark: _Toc401148789]Contracting Assignments 
Besides implementation of the 4-step model explained above, HiH Af is committed to implement those contracted assignments with a mandate to develop enterprises, create jobs and alleviate poverty. These assignments can be from partners like AREDP, other government ministries or donors. HiH-Af has been so far awarded the following two projects by AREDP:
1. Assessment and training of Small and Medium Sized Enterprises (SMEs) in Bamyan Province, the project has two phases, first to assess the targeted SMEs to identify their needs, secondly providing them with tailor-made trainings and mentoring to fulfil the knowledge and capacity gaps in: bookkeeping and financial management; marketing and market management; business management and administration; operations and supply chain management; business ethics and business related social challenges.

2. Piloting and Implementation of the concept of “One District One Product” (ODOP), for community led micro-enterprise development in rural areas of Parwan and Herat Provinces. The aim is piloting of ODOP concept in order to develop the ODOP strategy and operational guidelines for larger scale implementation of this concept.  The advantage of ODOP is standardization of products, improved value chain and market linkages, and access of producers to the technical, financial and business development services. 

[bookmark: _Toc401148790]Lessons Learned
HiH Af is continually revising and improving its methodology and organizational effectiveness, building on experiences and lessons learned to date:

i. Effective mobilization: HiH Af has revised its approach for member outreach and recruitment, to improve efficiency and speed of HiH Af’s intervention. In the previous approach, teams of trainers would travel to villages, mobilize members into SHGs and train them on group management, micro-finance and Business Development Services. The teams moved from one village to another which was very time consuming. In the revised approach, all trainers reach their full target of group mobilization before they proceed to training, allowing them to dedicate their resources to one activity at a time, thereby becoming more efficient and less time-consuming.

ii. Decentralized district offices: HiH Af has undergone an organizational restructuring, with a downsized head office in Kabul and the setup of district offices closer to the field. This reduces the cost and time of staff members’ travel, thereby also improving their security. 

iii. Local recruitment: Recruitment of district-based staff is done locally from within respective district (District Officers, District Office Assistants and Village Enterprise Facilitators (VEFs)); this reduces their cost and time of travel, and helps ensure that local staff members have an intimate understanding of the contexts they work in, ranging from the socio-economic conditions, culture and security aspects. By hiring and capacitating local staff, HiH is also able to establish and retain local capacities and competencies. 

iv. Strengthening in-house training capacity: In light of Afghanistan’s limited skills base and lack of specialized skills providers, HiH Af recognizes the need to develop internal capacity. Consequently, rather than outsourcing specialized skills training to external partners, HiH Af focuses on developing their in-house training capacity, provides significant induction and refresher trainings, and also recruits technical and vocational skills experts to ensure a broad offering of trainings and services to its members. 

v. Enterprise Incubation Fund: Limited access to credit, a direct result of MFIs’ limited penetration in Afghanistan and local resistance to paying interest on loans due to its Sharia incompliance, renders business creation challenging in the Afghan context. In order to address this challenge, HiH Af has introduced the Enterprise Incubation Fund, which will support the translation of group formation and business training into concrete enterprises and jobs. 

vi. Provision of toolkits: Given Afghanistan’s difficult climate for microfinance, HiH Af has introduced a new concept to spur enterprise growth, namely a small asset transfer (toolkit) on a grant basis to catalyze enterprise growth. This is an adaptation of the HiH model to the Afghan context, complementing the EIF’s bridging objectives and ongoing development of Sharia-compliant loan solutions with the aim of transitioning members to formal lending. The impact of this approach will be carefully monitored and provide valuable insight for potential use across the HiH Network and elsewhere.

vii. Female mobilization: In light of women’s urgent deprivation of socio-economic rights, limited engagement in income-earning activities and dependence on male breadwinners, HiH Af emphasizes the importance to engage women in the program. The share of female members has continually risen, from 39% at HiH Af’s inception to 51%, and the target has recently been raised to 70%. To effectively reach out to women, HiH Af discovered the importance of firstly mobilizing and gaining approval from male relatives, and subsequently engaging with women. Further, a balance between female and male outreach is necessary to preserve community support. 

viii. Life Skills Training: Low or non-existent literacy and numeracy skills among target beneficiaries have been found to potentially impact the results of the training despite alternative training methods. Needs-based basic literacy and numeracy training has thus been added to the program going forward, titled “The Life Skills Training”. This will enable beneficiaries to conduct basic calculations and business records, and increase the effectiveness of other core training modules. HiH Af has recruited instructors, but will also engage with partners where possible to provision such training. 

ix. Market linkage strengthening: To strengthen HiH Af’s market linkage and value chain component, HiH Af has engaged a consultant to review HiH Af’s support in this area. Recommendations are currently being implemented, including the mobilization of CIGs and associations, to extract economies of scale and synergies between group members operating in the same business area. Due to beneficiaries’ low capacity, direct involvement is necessary in initial phase, although HiH Af aims for a facilitative role in the longer term.

x. Monitoring and Evaluation (M&E): To improve HiH Af’s monitoring and facilitate further data collection, tracking and analysis on cash value increases in household income (gross/net), savings, and enterprise income (gross/net), HiH Af is rolling out a Management Information System, collaborating closely with HiH International and HiH Eastern Africa. By late-2014, this will enable the transition from manual monitoring to an integrated and real-time MIS with full representation of HiH Af’s membership, baseline data, income levels, enterprise income, savings, activities and progress. HiH Af is further working closely with HiH International to coordinate knowledge sharing across the HiH network by engaging consultants to further strengthen HiH’s global M&E systems and advise on impact assessments.
[bookmark: _Toc401148791][bookmark: _Toc347501334]STRATEGIC TARGETS & PRIORITIES
[bookmark: _Toc401148792]Strategic Targets
HiH Af’s goal is to reduce poverty by positively transforming the social and economic status of its beneficiaries. By end 2013, HiH Af had mobilized a total of 14,425 members into 814 SHGs, and helped them to start and/or enhance 3,317 enterprises and thereby 4,992 jobs. In the coming 4-year Strategic Plan, HiH Af will mobilize an additional 47,500 people into 3,166 SHGs/CIGs and provide them with necessary training and support to create an additional 44,600 jobs. By end 2017, HiH Af foresees having supported a cumulative total of 49,592 jobs. Additional 17,500 jobs will be generated in 2018 from the 12,500 members who are mobilized in 2017.

To service the areas for expansion in 2014, branch offices are established in Jawzjan and Samangan Provinces, in addition to those set up in Sholgara and Kaldar. In 2015, three additional branch offices will be established in Sarepul. In 2016, one branch office will be established in Faryab province. By 2017, a total of 47,500 new members will be mobilized and trained through these offices, as outlined in Table 2 below. 

In addition to the above mentioned expansion plan, HiH Af will look for the possibility of nationwide expansion of its interventions to additional provinces and districts based on its existing technical capacities, availability of resources and security situation.
HiH Af also seeks to become a recognized actor in its field, offering high-demand solutions to a range of players, including other potential clients, local authorities, community groups and donors. HiH Af is further offering consulting services within the area of livelihoods development which contributes to positioning HiH Af as an expert within this area.

Table - 2: Targets for 2014-2017
	Note
	Description
	Cumulative   since start of operation (End-2013)
	Annual Targets for the Strategic Plan
	Total Cumulative

	
	
	
	2014
	2015
	2016
	2017
	Total
	

	1
	# of members mobilized[footnoteRef:8] [8:  Members mobilized are as following: 
2014:7,200 members in Samangan and Jawzjan Province (5,400 in Dara-e-Suf and 1,800 in Aqcha districts) 
2015: 12,500 members in Sarepul and Balkh Provinces (9,500 members in Sarepul Province (Sancharak, Balkhab and Gosfandi districts and 3,000 members in Shortepa and Kishindeh of Balkh province) 
2016: 15,300 members will be mobilized in Faryab, Jawzjan and Sarepul Provinces (11,800 in Andkhoy, Khan Charbagh, Qurghan and Qaramqul districts of Fariyab Province and 2,000 in Aqhca, Khanaqa and Faizabad districts of Jawzjan Province and 1,500 in Dara-e-Suf Bala and Dara-e-Suf Payan districts of Samangan Province) 
2017: 12,500 members will be mobilized in Badakhshan province.] 

	14,425
	7,200
	12,500
	15,300
	12,500
	47,500
	61,925

	2
	# of SHGs/CIGs formed[footnoteRef:9] [9:  An average of 15 members is calculated for a SHG.] 

	814
	480
	833
	1,020
	833
	3,166
	3,980

	3
	# of cluster associations/cooperatives formed[footnoteRef:10] [10:  A cluster association or cooperative is established usually at the 2nd and 3rd years of implementation.] 

	0
	20
	40
	60
	60
	180
	180

	4
	Amount of Internal Saving by SHG members ($)[footnoteRef:11] [11:  Each member saves AFN 50 equal to around 1 US$ per SHG meetings and two meetings are held per month by every SHG.] 

	257,085
	72,000
	238,600
	388,200
	549,400
	1,248,200
	1,505,285

	5
	# of members to receive EIF loan
	2,655
	0
	3,726
	4,963
	4,239
	12,928
	15,583

	6
	Amount of EIF loan disbursed ($)
	405,000
	0
	721,776
	961,332
	821,151
	2,504,259
	2,909,259

	7
	# of toolkits distributed
	0
	2,000
	7,140
	8,800
	7,000
	24,940
	24,940

	8
	# of new enterprises created
	3,317
	2,000
	7,000
	9,000
	8,500
	26,500
	29,817

	9
	# of existing Enterprises expanded
	0
	500
	1,750
	2,100
	2,000
	6,350
	6,350

	10
	# of Jobs created
	4,992
	3,500
	12,250
	14,850
	14,000
	44,600
	49,592

	11
	# of Indirect Beneficiaries
	34,944
	24,500
	85,750
	103,950
	98,000
	312,200
	347,144



Implementation is underpinned by a detailed yearly operational plan, setting out time-bound and measurable outputs, activities, and indicators against which progress is monitored. 
[bookmark: _Toc401148793][bookmark: _Toc346526611][bookmark: _Toc350955480][bookmark: _Toc350955481]Strategic Priorities 
With six years of experience in implementing the HiH model, HiH Af has identified the following strategic priorities to support HiH Af’s operations in existing and targeted expansion areas, and thereby achieve the targets set out in Table 2. The priorities focus on further strengthening of HiH Af’s model and organization.
1.1.6 [bookmark: _Toc401148794]Strengthening HiH Af’s model 
To continually strengthen HiH Af’s model, HiH Af has identified two focus areas, namely i) strengthening of HiH Af’s training component and ii) provision of suitable financial products.
i) To strengthen HiH Af’s training component, HiH Af aims to: 
· Provide expanded and more intensive capacity building training for the HiH Af trainers. HiH Af has developed a pool of well-trained and experienced trainers on the business development services, microfinance, self-help group management and book keeping.
· Further develop the training methodology taking into consideration the time and availability of the beneficiaries as well as the local cultural context of the community.   
· Include life skills training to the beneficiaries to greatly enhance the effectiveness of HiH Af’s model.
· Identify new partners to offer specialized skills trainings to beneficiaries on a needs basis; for example, beekeeping and mushroom production trainings were conducted to interested SHG members by the specialized trainers of Provincial Agriculture Department.
· Form Association/Cooperative as a phase-out of HiH Af’s intervention.
ii) To strengthen HiH Af’s offering of suitable financial products, HiH Af aims to:
· incorporate lessons learnt and adapt products and procedures under the EIF to the community context to ensure that they are culturally and religiously acceptable to the beneficiaries. 
· Test new EIF loan products on potential beneficiaries to get their input, views and allow them to influence the final design of the loan products.
· Initiate and formalize strategic partnerships with microfinance institutions that offer responsible, affordable and acceptable credit to our members. 
1.1.7 [bookmark: _Toc350955483][bookmark: _Toc401148795]Strengthening HiH Af’s Organization
HiH Af recognizes the need to maintain effective and stable organizational structures to support its expansion in the future. HiH Af will focus on i) strengthening the enabling operational environment, and ii) strengthening HiH Af’s human resources. 
i) [bookmark: _Toc350955484]HiH Af aims to strengthen the enabling operational environment, to ensure that HiH Af has an operating internal and external environment that supports the smooth implementation of the growing program.  This will be achieved by:
· Strengthening the MIS system to support HiH Af’s growing operations. The MIS has two parts; the first part captures data on members and SHG activities (non-lending activities) and has been completed. The second part will capture EIF-related data, such as eligibility criteria, lending and repayment, and is currently being developed.
· Further developing a comprehensive and effective monitoring and evaluation (M&E) system, including the establishment of a unit fully dedicated to M&E. M&E-dedicated staff have been recruited (1 Senior M&E Officer, 2 M&E Officers and 1 MIS Officer) and an M&E plan for all projects has been developed. 
· Establishment of HiH Af branch offices in the new targeted districts.
[bookmark: _Toc350955486]
ii) HiH Af aims to strengthen its human resource (HR) base and continually strengthen key HR programs, to capitalize on staff members’ experience and continually develop their skills base. This will be achieved by: 

· Carrying out annual performance evaluations for all staff. 
· Carrying out capacity building trainings, workshops and exposure visits for the staff. In light of the limited skills base prevalent in Afghanistan, HiH Af embraces the importance of creating in-house capacity. Thus, initial staff capacity building sessions are planned at the beginning of every project and regularly continue with the project implementation. 
· Revision of HiH Af HR manual to further improve the contractual conditions of employment while ensuring continued respect for the legal right of employees as per prevailing Afghanistan labour law. This will increase staff dedication and enthusiasm to work hard and reduce the turnover rate of staff. 
· While recruiting new staff, priority will be given to local staff if available, especially female. This reduces operational costs, minimizes security risks and ensures trainers’ local understanding. Necessary training will be provided to them in regards to their scope of work.
· HiH Af strongly believes in gender equality and strives to provide equal opportunity for both men and women to work as HiH Af employees.

1.1.8 Strengthen HiH Af’s position and expertise within the field of livelihoods development
HiH Af aims to spread awareness of HiH Af and its services, advocate for the importance of job creation on the development agenda, and position HiH Af as an expert in this area. This will be achieved by:
· Providing livelihoods-related training to local and national institutions.
· Becoming implementing partners or contractors to the government, institutions, and/or other NGOs, as seen already through HiH Af’s two contracting assignments for AREDP. 
[bookmark: _Toc346526616][bookmark: _Toc350955487][bookmark: _Toc401148796]IMPLEMENTATION
[bookmark: _Toc350955488][bookmark: _Toc401148797]Governance
HiH Af is committed to good governance and follows recommended best practices.  The HiH Af Board is the governing body, with a mission to guide and take strategic decisions for the organization’s long-term future and oversee its financial affairs, while holding its Chief Executive Officer (CEO) to account. 

No staff members are voting members of the Board though the Board and the CEO work in close partnership. The Board composition covers essential skills, knowledge to complement that of the staff, and it pays particular attention to issues of security, fraud and corruption. HiH International has an ex officio seat to bring international experience and create a fiduciary link to donors. The Board meets four times a year. 
[bookmark: _Toc346526617][bookmark: _Toc350955489][bookmark: _Toc401148798]Organizational Development
[bookmark: _Toc352854886]The HiH Af organizational structure is developed to support the implementation of the Strategic Plan. Currently, HiH Af has its Head Office in Kabul and its Regional Office in Mazar-e-Sharif. Two new district offices have been established in Aqcha district of Jawzjan province and in Dara-e-Suf Payan district of Samangan province, respectively. The office in Dara-e-Suf Payan also manages operations in Dar-e-Suf Bala. The organization has grown from 63 staff members in 2013 to a team of 127 staff members by September 2014, following its expansion of activities into the districts mentioned above. The overall management responsibility for the organization is vested in the CEO who is in charge of the day to day running of the organization. 



Figure 1: HiH Af’s Organogram
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Table 3 summarizes HiH Af’s staffing plan and the map that shows the location of offices and program areas.

	Province
	Offices
	2014
	2015
	2016
	2017

	Kabul
	1 Head Office - Kabul 
	9
	10
	10
	10

	Balkh
	1 Regional Office – Mazar Sharif
	26
	29
	29
	29

	
	(3 District Offices  in Sholgara, Kaldar and Marmul Districts 2014), (2 District Offices in Shortepa and Kishindeh Districts 2015-16)
	45
	41
	41
	

	Samangan
	1 District Office to cover  Dara-e-Suf Bala and  Payan 
	51
	53
	51
	18

	Jawzjan
	(1 District Office in Aqcha 2014-15), (2 districts Officers in Khanaqa and Faizabad 2016-17)
	32
	32
	30
	30

	Sar-e-Pul
	3 District Offices in Sancharak, Gosfandi and Balkhab 
	
	68
	74
	74

	Faryab
	1 District Office covering Andkhoy, Khan Charbagh, Qaramqul and Qurghan districts
	
	
	108
	108

	Badakhshan
	To be determined
	
	
	
	114

	Total
	163
	233
	343
	383



[image: ]
[bookmark: _Toc401148799][bookmark: _Toc346526618][bookmark: _Toc350955490]EXPANSION STRATEGY
As of September 2014, HiH Af is implementing the HiH approach in Sholgara, Kaldar and Marmul districts of Balkh Province; Aqcha district of Jawzjan province; and Dara-e-Suf Bala and Dara-e-Suf Payan districts of Samangan province. Further, HiH Af is implementing Business Development Training in Bamyan Province, and piloting and implementing One-District-One-Product in Herat and Parwan provinces of Afghanistan. 
HiH Af’s experience to date in implementing the HiH approach provides assurance that HiH Af has the capability to expand, manage and sustain the program in other provinces too. During the Strategic Plan period, HiH Af has identified additional Provinces and districts for expansion, using a strict expansion plan. 
Firstly, HiH Af has developed a set of criteria to identify relevant and suitable areas for expansion. 
· Potential for local staff recruitment.
· Funding availability/donor commitment.
· Stable security situation, with limited threat to the project staff’s safety. 
· High community willingness to participate in HiH Af’s project. 
· Limited prevalence of other NGOs conducting similar projects. 
· Higher poverty rate in the area: this will be taken from the national socio-economic surveys conducted annually or HiH Af contract a third party organization to conduct such surveys in specific geographical areas. 
· Align with the provincial government development plan.
Secondly, if the area meets HiH Af’s selection criteria, HiH Af proceeds to local consultation and engagement with stakeholders at national, provincial and district level to determine the need, interest and relevance for HiH Af’s services in the area. On national level, HiH Af consults closely with AREDP to ensure strategic alignment and avoid duplication. Subsequently, the Ministry of Economy (MoEc) facilitates HiH Af’s local engagements at provincial level, by introducing HiH Af to the Provincial Economy Department, who in turn introduces HiH Af to provincial stakeholders, such as governmental and non-governmental organizations in the same sector. At district level, HiH Af coordinates closely with district government authorities, District Development Assemblies (DDAs) and Community Development Councils (CDCs).

Thirdly, once local approval is established, HiH Af proceeds to conduct an assessment of the selected province to better understand the local context and explore possible adaptations. 

Fourth, HiH Af proceeds to seek funding to expand into the selected areas. Fifth, once funding is secured, HiH Af commissions a baseline study to collect baseline data in the selected area; this provides a strong basis for M&E and strengthens HiH Af’s understanding of the local context even further. For instance, a baseline study has recently been commissioned for Jawzjan, Samangan and Sarepul Province.

Sixth, when the project is set to launch, past experience guides HiH Af to limit the target for each new district  to enrol around 20-30% of the area’s households. HiH Af ensures to only enrol those who meet program criteria and show a strong interest in the self-help approach to entrepreneurship. Nonetheless, once members are mobilized, standardized training material and training of trainers renders HiH Af’s approach replicable and rapidly diffusible. HiH Af’s capacity building of local stakeholders and partners enables widespread adoption and diffusion of HiH Af’s working model. These efforts also impart knowledge on HiH Af’s core mission to potential strategic partners. Further, HiH Af aims to identify local partners, to avoid duplication, leverage HiH Af’s efforts to date and broaden the provision of services made accessible to HiH Af’s group members. These efforts combined serve to ensure a well-considered and effective expansion process. 
[bookmark: _Toc401148800]FINANCIAL PROJECTIONS 
HiH Af’s average cost per job during the Strategic Plan period is expected to be US$229[footnoteRef:12], excluding EIF financing. The cost per job will decrease from US$454 in 2014 to US$229 in 2017, following economies of scale as a result of expansion. Compared to other regions where Hand in Hand is currently active such as in India, Eastern Africa and Southern Africa, this is a relatively high figure and reflects the challenging conditions of operating in Afghanistan – one of the more expensive places to deliver effective development services. This is also a reflection of recent improvements in the quality of HiH Af’s service offering, including the introduction of enterprise start-up toolkits and Life Skills (literacy and numeracy) Training. HiH Af aims to continually reduce the cost per job through economies of scale, conditional to a stable security situation in the country.  [12:  Total Strategic Plan budget US$10,232,300 divided by the number of jobs created during 2014 to 2017 (44,600) is US$229. Jobs for the members mobilized in 2017 will be created in 2018, and if jobs for all the members mobilized during this strategic plan is counted the cost per job will be US$165. ] 

To cover costs and ensure financial viability over time, HiH Af will need to raise additional funds during the period of the Strategy totalling around US$7.47 million, through a combination of:	

· Efforts to raise funds locally from bilateral and multilateral donors, such as Sida, DFID, the European Commission, Danida, USAID and selected UN Agencies.
· Co-funding and/or contributions from existing national schemes.
· Strategic partnerships with organizations that implement programs similar to HiH Af’s and can contribute funds and/or assist with fundraising such as Swedish Committee for Afghanistan, Care Afghanistan and BRAC Afghanistan.
· International fundraising by HiH International and HiH Sweden targeting major bilateral and multilateral donors plus private donors and investors.

Funding for the Enterprise Incubation Fund (EIF) will be sought mainly from private donors with an interest in making “social investments” where they carry currency and some default risks and receive a small return on their investment. As explained in 3.1.3, charging interest is challenging in the targeted provinces due to traditional beliefs; HiH Af has thus explored alternative credit approaches by hiring the services of Alhuda Centre for Islamic Banking and Economics. However, as this would significantly raise HiH Af’s risk level, it is not identified as a near-term priority but may be revisited in the future. In summary, the EIF will continue to rely on financial subsidies. A capital contribution of US$807,018 to the EIF is required to realize the Strategic Plan targets of offering 12,928 loans with a total value of US$2,504,250 reflecting an expected average loan amount of around $194.

HiH Af’s financial projections are summarized in table 4 below, indicates the estimated grant funding required during the Strategic Plan period for mobilization, training and support of SHG members and enterprises. 
Table 4: Financial Projections for the Core program 			All figures are in US Dollars 
[image: ]
[bookmark: _Toc351597804][bookmark: _Toc352854889]Table 5: Financial Projections for the Enterprise Incubation Fund. Unless indicated otherwise, all figures in this table are in US Dollars
	 
	2014
	2015
	2016
	2017
	Total

	Opening Funds Available
	105,825
	105,825
	14,304
	10,574
	105,825

	Loan Capital Received
	                   -   
	526,315
	280,702
	-   
	807,018

	Funds Available
	105,825
	632,140
	295,005
	10,574
	1,043,545

	Amount of Loans Disbursed
	- 
	721,776
	961,332
	821,151
	2,504,250

	Net Principal Repayments
	- 
	103,940
	676,891
	842,614
	1,623,445

	% Coverage/Roll
	
	14%
	70%
	103%
	65%

	Interest Income
	-
	-
	-
	-
	-

	Loan Fees
	-
	14,436
	19,226
	16,423
	50,085

	Total Income
	                   -   
	14,436
	19,226
	16423
	50,085

	Staff Costs
	9,900
	44,146
	41,431
	41,314
	126,891

	Interest Expense
	-   
	21,789
	24,210
	32,631
	78,632

	Total Expense
	9,900
	65,935
	65,642
	73,946
	205,523

	Remaining Capital Funds Available
	105,825
	14,304
	10,574
	32,037
	33,893

	EIF Net Income
	-10,074
	-52,274
	-47,142
	-58,247
	-167,564


Adequate funding is fundamental for the implementation of HiH Af’s Strategic Plan 2014-2017 and expansion depends on access to new funding. HiH Af’s operations will continue to remain on grant funding and, as evident from table 4 above, without special grant funding, EIF operations will not be sustainable until alternative loan solutions are established. Exploring ways to generate income and reach sustainability are thus long-term priorities. HiH Af is exploring such means through different efforts: 

· The 2% service fee on EIF-loans will partially help cover the EIF’s operating costs. 
· Government departments and private companies that benefit from received training will be asked to fund these services.
· When enterprises created become financially viable, they will be asked to pay fees for services they receive, such as specialized skills training and support with quality control and marketing.
[bookmark: _Toc401148801]SUSTAINABILITY AND EXIT STRATEGY 
[bookmark: _Toc347501327][bookmark: _Toc350955475][bookmark: _Toc401148802]Sustainability of outcomes
Sustainability of outcomes is embedded in the foundation of HiH Af’s approach – it is a help to self-help and self-sufficiency program aimed at creating market-driven, commercially viable and sustainable enterprises that outlive HiH Af’s support. The model supports the creation of enterprises and jobs by providing individuals and groups with knowledge and skills to mobilize their own savings, manage their own businesses and finances, respond to new opportunities and seek value addition.  Members strive to become self-sufficient, pursuing economic activities that generate a profit.  The sustainability of HiH Af’s approach is ensured through multiple avenues: 

i) Local ownership: HiH Af provides individuals and communities with tools for self-development, adapted to specific group needs. Experience shows that the social capital maintains SHGs even when HiH Af’s direct support is withdrawn. HiH Af engages with existing structures and actors to adapt to local needs, and builds local capacity to sustain support after HiH Af exits, by engaging with mentors, local community and opinion leaders; by training local government officers from relevant ministries (AREDP) on HiH Af’s working model; and by promoting the creation of CIG associations to champion and lobby for beneficiaries’ medium- and long-term interests. More specifically, HiH Af engages with line ministries at central level; the Governor, Provincial Council (PC) and sectarian provincial departments at provincial level; the District Governor, District Development Assembly (DDA) at district level, and Community Development Councils (CDCs) at the community level. Support structures are thus in place after support from HiH Af has been phased out.

ii) Appropriate time frame and exit strategy: A clear balance between the need for a long-term perspective and an exit strategy is crucial. HiH Af remains a source of support until enterprises are sustainable and self-financing; in parallel, HiH Af builds local community support structures to ensure support once HiH Af exits. An exit is enabled by CIGs’ transition into associations, allowing enterprises to be self-financed. 

iii) Monitoring and evaluation (M&E): Data collection/monitoring of members’ progress ensures that “graduates” have acquired relevant skills and developed a viable business that will outlast HiH Af’s support. 

iv) Diversified enterprises: HiH Af trains target women and men to create diversified business activities that are appropriate to their context, flexible to climatic/seasonal risk with strong market positioning; diversified skills are developed appropriately. A portfolio approach will form additional income streams.
Hand in Hand’s culture is characterized by entrepreneurship and a business focus. As the organization expands, the aim to offer high-impact solutions and value for money continues to guide its operations.  The model is premised on working with existing community structures, and in support of local policies and plans. The clarity and repetitiveness of the Hand in Hand approach has also helped make it cost-effective, replicable and scalable.

[bookmark: _Toc401148803]Financial sustainability 
As explained in section 8, given the nature of HiH Af’s model, HiH Af and the EIF will continue to be reliant on grants in the foreseeable future. Longer-term support to members will always be need-based and with decreasing intensity, and can continue via phone or visits even after HiH Af withdraws its direct support from the relevant communities, hence reducing costs. HiH Af is also exploring revenue generating opportunities, such as charging member fees or providing fee-based training. 
[bookmark: _Toc401148804]Exit Strategy
Formation of community organizations such as cooperative and business associations in different clusters is a precondition for HiH Af phase out. Thus HiH Af will emphasize on formation and capacity building of the above setups to make sure they can provide support to the SHGs/CIGs for enterprise development, market linkage and value addition.  
The phase out plan will be in a gradual manner in order to not lose the gains and ensure the most efficient use of resources. However, HiH will closely and actively monitor the project’s indicators throughout the implementation processes. The phase-out steps are as follows:
Step 1:  Once the training programs are completed for SHG/CIG members, the group is able to hold its monthly meetings independently. In this step of phase out, about 55% of allocated resources for the project are reduced. 
Step 2: CIGs and associations are formed, capacitated and linked to markets and other stakeholders whose mandate is to support associations. In addition to step 1, approximately 35% of allocated resources will be reduced at the completion of this step.
Step 3: 100% of EIF loans are repaid. The complete phase out happens at this step.

Groups and/or Associations can also graduate at any stage of the program if they meet HiH Af’s internally established criteria to determine successful completion and uptake of the full program, including sustainable enterprises and increased income. These criteria include: 
a. Associations are sustainable after receiving the required three training sessions and additional three follow-up visits. A CIG that is part of an established/graduated Association has, by default, graduated too.

b. Groups (SHGs and CIGs) that are not represented by an Association are considered to have graduated and no longer require further support from HiH Af when the following established criteria is met (i.e. criteria for graduation outside of a handover and/or Association):
a. Training successfully completed
b. Constitution must be completed and in place
c. Enterprises established and/or expanded
d. At least 60% of the group members have 20% or more increase in income
e. Market linkage established

[bookmark: _Toc346526619][bookmark: _Toc350955492][bookmark: _Toc401148805]RISK ANALYSIS AND MITIGATION
The challenges are daunting in Afghanistan as compared to many other developing countries.  A thorough risk analysis for plans and operations is therefore necessary.  The HiH Af Strategic Plan has been developed with the following risks and mitigations in mind: 

1. Security (Risk high): Outbreak of war between Government/Alliance force and anti-government elements/Taliban, terrorists acts such as suicide bombing, abduction, mines etc.
Mitigation: HiH Af has developed its security manual to help staff avoid security incidents and also ensure that they receive regular alerts and advice from the Afghanistan NGOs Safety Office (ANSO), who provides security advice to NGOs.

2. Political Situation (Risk medium): A political instability is expected during 2014 due to foreign troop’s withdrawal and upcoming presidential election.  
Mitigation: HiH Af like many other NGOs has signed the code of conduct for NGOs working in Afghanistan to be neutral and impartial and serve the needed poor population without considering their ethnicity, religion, and political affiliations, therefore, the political changes may not affect the HiH work as it has the backing and patronage of the communities where operates.   In addition, all HiH Af employees have signed the code of conduct to not participate in the campaign of any specific candidates.   It is also expected that the security agreement between the government of Afghanistan and the USA government to be signed as it is requested by the majority of the members of the consultative Loya Jirga. Signing of this agreement will further boost up the security in the country and will change the environment conducive for the NGOs to operate.

3. Natural Disaster (Risk medium):  Typically associated with shocks (such as earthquake and flood) of such magnitude that it delays or inhibits project implementation.
Mitigation: By its very nature prior mitigation strategies are difficult to design. These can only be addressed through a careful process of monitoring and program adjustments. Efforts are continuously made to put in place staff and asset protection and recovery mechanisms. HiH Af further works with its group members to explore drought-resistant crops, diversified harvesting and identify water solutions to drought. HiH Af also encourages alternatives to agricultural businesses, to mitigate the negative impact of both flooding and drought.

4. Donor Dependency (Risk high): In Afghanistan almost all interventions depend on donor funding, including government programs. 
Mitigation: HiH Af will rely on donor funding for the foreseeable future and in this regard the efforts of HiH International and HiH Sweden are crucial.  HiH Af will also seek funding from donors and government within the country to cover the funding gap as reflected in this Strategic Plan.  This can be achieved by presenting a viable approach and robust systems including the Strategic Plan, operating manuals, and policies and establishment of effective communication with donors and potential stakeholders, as well as media campaigns.
 
5. Access and Equity (Risk medium): This risk relates to social and gender outcomes such as low female enrolment and participation in the program due to social and cultural constraints.
Mitigation: HiH Af focuses on gender and social equity requirements throughout program participation and implementation.  Targeting of both males and females in the program, respecting their cultural and religious values and hiring of female staff/trainers mitigate this risk.

6. Capacity (Risk medium): Afghanistan has a limited skill base and it is challenged in recruiting qualified staff and trainers capable of providing quality services in the remote and rural parts of the country.
Mitigation: HiH Af tries to hire female and male trainers/mobilizers from the community even if they do not have all the required knowledge and skills.  A requirement is that they have interest and potential to learn.  The HiH Af master trainers provide training and make trainers/mobilizers ready and equipped to work. Regular follow-up and mentoring is provided by the master trainers and enterprise specialists. However HiH Af will have to practice this in every new location because this approach will not allow HiH Af to retain the trained staff after withdrawal from the community and the good aspect is that HiH Af will leave a team of trained people in the community. For administrative and management capacity, HiH Af provides critical training, extensive hands-on support through technical assistance, and selected longer-term specialized management and related courses.

6. 		Limited Access to Credit (Risk high): Failure to provide loans or link SHGs and beneficiaries to credit providers can undermine the results and jeopardize current and future programs. The MFIs face tremendous problems in Afghanistan, currently only 6 out 24 MFIs are operating in Afghanistan, the rest have collapsed due to several factors affecting their sustainability. The challenges faced by MFIs are:
· Lack of legal framework/law
· Security issues
· Religious and cultural issues
· High operating cost, lack of banks in rural areas, etc
Mitigation: The establishment of the Enterprise Incubation Fund (EIF) that provides loans to SHG members was important. It provides initial capital and allows members to demonstrate credit worthiness. As part of the mitigation strategy, HiH Af will also establishing partnerships with MFIs, thereby creating opportunities for SHG members to access these larger and more long-term credit sources.

7. 		Market Linkage and Market Saturation (Risk low): Inadequate market linkages and market saturation and over production of products at the same time may lead to a collapse of the local market for the enterprises being established. 
Mitigation: Group members are encouraged to diversify their business opportunities.  HiH Af will also provide access to more diverse training, based on market demand, to mitigate this risk. Furthermore, formation of CIGs will help us establish linkages to larger markets. 

8. 	Low Literacy Rate Among the Target Group (Risk low): The overall literacy rate is very low in Afghanistan especially among women in rural areas. This will affect their learning, interest and participation in the program.
Mitigation: In order to mitigate this risk HiH Af will integrate demands-based literacy and numeracy training in the upcoming program titled as “Life Skills Training).

9.	Inaccurate Expectations of Community (Risk medium):  Afghanistan has been experiencing war and conflict for more than three decades and a huge number of NGOs started with relief and emergency interventions by providing cash and goods and food for the affected communities. This has affected the habits and expectations of communities and created aid dependency among them. HiH Af encounters this through expectations in communities for hand-outs in kind or cash. Some NGOs that are providing training to the communities are also providing incentives to participants to participate in the training.   
Mitigation: In order to mitigate this risk HiH Af devotes more time in the mobilization and awareness sessions to manage expectations and remove dependency habits from the minds of participants. Emphasis is placed on self-reliance through gaining knowledge and skills and formation of their own enterprises which relieves them from dependency for the long term.

10.	Corruption (Risk medium):  Afghanistan is a country with considerable aid inflow, and it is also the world’s most corrupt country according to Transparency International. This fact poses challenges for HiH Af to safeguard donor contributions.
Mitigation:  HiH Af has a clear corruption policy - zero-tolerance. HiH Af has, through small and carefully documented and tracked transfers, minimized the risks for corruption and has so far not experienced any problems of this nature. HiH Af also has clear policies for all critical processes, including accounting, audits, hiring of staff, and procurement. Management Accounts are maintained by HiH Af according to the procedures set out in the financial guidelines and procedures. Internal financial audits are carried out by Hand in Hand International’s CFO based in London on a quarterly basis and external audits by reputed and recognized Audit firms are carried out annually.  
[bookmark: _Toc346526620][bookmark: _Toc350955493][bookmark: _Toc401148806]MONITORING AND EVALUATION

HiH Af recognizes the importance of having strong M&E-systems and process in place. An M&E-unit has been established with one M&E Manager and two M&E Officers (one male, one female); all staff members undergo induction and refresher training on M&E, the importance and practices of accurate data collection, tracking and analysis, reporting ethics etc.

HiH Af has developed a robust MIS system from MFI Flex, which will be fully operational by end 2014. The system has been developed together with HiH Eastern Africa, although customized to fit the Afghan context. A team from HiH Af conducted a visit to Kenya for knowledge sharing. HiH Af is currently customizing the system to fit HiH Af’s lending and non-lending activities. Once completed, the MIS will enable HiH Af to conduct effective monitoring and impact evaluations of HiH Af’s program.

HiH Af’s performance is monitored against project-specific activities, outputs, outcomes and milestones, using HiH Af’s existing M&E framework, MIS, accounting system and Afghanistan’s Progress out of Poverty Index for targeting. HiH Af conducts regional baselines upon the launch of each project with the assistance of specialist evaluation consultants to map target areas’ socio-economic context. Baseline data is then captured by VEFs for each enrolled member in a member registration form, reviewed by District Officers and input into the MIS by District Assistants on monthly basis (due to the remoteness of districts). This records members’ and households’ socio-economic status before HiH Af’s intervention[footnoteRef:13]. Ongoing data collection on logical framework indicators, including on enterprise development, derives primarily from SHG/members’ own record-keeping[footnoteRef:14]. Collected data is both program-related (e.g. completed training modules, literacy assessments, group savings and repayment from internal loans) and finance-related (e.g. number/size of EIF loans, repayment rate, loan purpose). [13:  The survey captures social and economic data points such as sex, marital status, ownership of residence, number of dependents, level of education, income level, type of cooking fuel, type of lavatory, source of drinking water and nature of business (if any). ]  [14:  The “Group Book” includes a group’s group registration form, members’ bio-data form, group meeting form and member review form.] 

To continuously improve HiH Af’s preconditions to monitor and evaluate its operations, HiH Af is participating in an assessment of the HiH Network’s M&E practices, commissioned by HiH International and delivered by the consultancy firm ITAD. ITAD’s recommendations are currently being implemented, including the harmonization of definitions and indicators across the Network, as well as establishing viable methods and tools to monitor sustainability and impact. For instance, HiH Af aims to initiate a program-wide impact evaluation during the Strategic Plan period. Further, HiH Af adopts multiple methods for M&E. A number of case studies will be undertaken, including the selection of outlier cases. Final performance against logical framework targets is evaluated by collecting end-line data at project end, in addition to an externally commissioned end-term evaluation. Progress against results are analyzed in weekly branch meetings, monthly management review meetings and reported monthly to HiHI for monitoring and oversight.
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Expenditure 2014 2015 2016 2017 Total

Support Staff  422,300       506,792       507,156       529,986        1,966,234     

Direct Program Staff  406,203       724,541       1,172,718    1,344,206    3,647,668     

Capital Item 46,324         28,870         30,280          36,480          141,954        

Program Activities  468,473       711,458       866,868       750,990        2,797,789     

Consultancy 5,500            8,850            11,850          8,850            35,050          

MIS, Monitoring & Evaluation  18,556         47,115         77,500          123,067        266,238        

International Travel 15,300         23,040         7,590            7,977            53,907          

Domestic Travel  9,630            19,200         18,240          13,768          60,838          

Transportation Cost 90,700         133,872       170,640       141,024        536,236        

Operations Cost  82,020         134,168       173,134       156,254        545,576        

Internet and Communications  20,320         28,770         44,180          36,450          129,720        

Miscellaneous Costs 12,400         9,840            14,070          14,780          51,090          

Total Expenditure 1,597,726   2,376,516   3,094,226   3,163,832    10,232,300  

Available Funding - Secured 1,576,300    750,979       428,804       -                 2,756,083     

Funding Gap  21,426         1,625,537    2,665,422    3,163,832    7,476,217     


