FIGURES 9 AND 10: REMITTANCES AND THE MACROECONOMY
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Source: National Bank of Moldova, IMF statistics.

IMPLEMENTING THE RECOMMENDATIONS

The implementation of this strategy should consist of working in three stages:
preparation, partnering, and going operational. In the first stage, the government of
Moldova would seek to bridge consensus over the issues analyzed and identified as
priorities, in addition to evaluating the feasibility of their implementation at the
operational level. This stage is achieved by establishing a commission on remittances
and development adjunct to a steering committee within the government that will serve
as a liaison between the commission and the technical advisors. The commission
should discuss the policy issues concerning leveraging remittances by using the
recommendations and the implementation feasibility evaluation as a baseline for
analysis and discussion.

The second stage consists of identifying partners in civil society, the private sector and
the donor community to obtain support and cooperation in the design and
implementation of the recommendations. The donor community is interested and
perhaps committed to collaboration in development projects involving remittances.
Donors could also contribute to evaluating and assessing the feasibility of implementing
the recommendations. At this stage concrete objectives and expected results can be
decided according to a timeline and a realistic assessment of the feasibility and
resources available.

The third stage is the implementation of the recommended areas of work that includes a
logistical layout of the timeline for the operations with the disbursement of resources
obtained with the help of donors and private sector institutions. An action plan has been
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proposed as a guide to actualization and implementation of the recommendations.
However, such action plan is only a guide that can help frame and formalize strategy
reach consensually by all stakeholders, including migrants.
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ANNEX 1

Appendix I: Cases and Experiences of Projects and
Businesses That Leverage Remittances

ATIKHA FOUNDATION AND BALIKABAYANI INTERNATIONAL
PHILIPPINES

Atikha is an NGO providing economic and social services to overseas Filipinos and
their families in the Philippines. The organization aims to help address the social cost
of migration and to tap the development potential of migration. Atikhais unique in that
it spans the worlds of human services and economic development.

Atikha reaches approximately 5000 individuals who are aware of its programs and who
are impacted by the NGO in some way. Those involved in all aspects of the program
amount to about 1000.

Main Initiatives

» Psychosocial services, such as Family and Peer Counselling, help families
understand the realities of migration, its social costs, and resources needed to achieve
their goals.

+ Batang Atikha Savers Club for the children of the overseas Filipinos and other
members of the community.

 Socia Enterprise development — the Coco Natur Overseas Filipinos Cooperative:

1) Investment opportunity for overseas Filipinos offering strong ROI.

2) Provide an earned income stream for Atikha to help them reach goas of
sustainability - Earnings on the equity of Atikha will be spent on psychosocial
services the NGO offers to children and other members of migrant worker
families.

3) Expected to generate around 50 jobs in 5 Farm Production Units and in the central
plant. The coconut fibre geonet production will generate about 200 jobs.

4) Thousands of coconut trees will also be planted out of a portion of the profits that
will be generated.

+ Koop Balikabayani International is a credit cooperative organized by overseas
Filipinos, returnees, and their families. Within the cooperative, the members are able
to save and have access to credit at a low interest. Debt is one of the reasons why
most overseas Filipino workers are not able to save and to return to their homeland
for good.

» Enterprise Development and Management Assistance. Atikha helps develop and
manage micro and small enterprises, assists in environmental scanning and feasibility
studies, provides seed funding for viable enterprises, mobilizes overseas Filipino
investment, and assists in the management of enterprisesit helps to establish.

» Research. Atikha conducts researches on migration issues like the feminization of
migration, social cost of migration and reintegration. It conducts regular community
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» Atikha directs the overseas Filipino workers, their families, the church, the
government, the schools and other sectors of the community to addressing the social
cost of migration and to tapping the development potentials of overseas migration in
the area of San Pablo City and Mabini Batangas. For instance, it helped to convene a
consortium of over 50 organizations.

« Atikhais currently working on a “train the trainer” manual that will allow other civil
service organizations learn to replicate aspects of the Atikhamodel.

Keys to Success

Atikha's success can be distilled into seven contributing factors: addressing social costs
of migration as a central theme, an emphasis on sustainable development, focus on
economic development, migrant leadership, the active Filipino community, strategic
partnerships, and rigorous internal research.

Addressing social costs of migration

Placing the social costs of migration at the centre of al initiatives is the main
distinguishing feature of Atikha. Ma Anonuevo, the Executive Director of Atikha,
maintains that this focus has laid the foundation for the long-term success of their
efforts. She states that in order to equate and link remittances and migration to
development, you have to help migrant families address the social costs. Otherwise,
there is no sense in discussing migration and development, as the impact will be
negative. For example, kids in the Philippines do not value education, because one does
not need to be a college graduate to migrate and become a domestic worker. In order to
remedy this problem, Atikha is trying to address the values of kids as they have seen
them change in recent history. Over-dependency on migrant earnings is another issue.
The fact that the standard of living increases as soon as migrant goes abroad encourages
migration, but migration also results in separated families and a lack of ambition in
those left behind.

Sustainable development

All Atikha programs embrace the concept of sustainable development. They look for
“Triple Bottom line” initiatives with three objectives. profit, social impact, and
environmental protection. Atikha executive director contends, “Without a focus on
sustainability, the cycle of migration will continue and the impact of those migrating
will not lead to real development.”

Atikha embraces the concept of sustainable development for its own management. In
2006, they established the fair-trade community-based social enterprise Coco Natur to
contribute to their goal of self-sustainability by generating revenues for program costs.
Mai Anonuevo recognizes the challenges associated with reliance on the government
and donor funding, such as difficulties in long-term planning and the need for ongoing
education and promotion of programs, whose value is not understood due to a
misconception that migrants are rich and do not need any assistance. Anonuevo voices
the organization’s desire to end its reliance on external funding.

Economic development

When Atikha began, it focused only on addressing the problems of children who were
left behind. The organization performed counselling and social services work. About
three years ago the organization realized that its work had a limited impact and that it
needed to address the overarching causes, for instance, why women were migrating.
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Aitkha found that the women were leaving due to economic reasons. The organization
also noticed that the people in the community turned to Atikha for loans, help with
savings, etc. In light of these circumstances, the organization’s management decided to
launch a program in economics. This led to the development of the savers club for
children, the formation of a cooperative, and other economic development initiatives,
such as the social enterprise venture Coco Natur. Now 800 children and 300 families are
members of the savers club.

Migrant leadership
Atikha members are migrant returnees. Anonuevo asserts that this is crucial to the
organization’ s success as they all have a deep understanding of migrant issues.

The Filipino community

Anonuevo asserts that the Filipino community, at home and abroad, represents a key
driver for success. The community is relatively well organized, and the people and
organizations in the community are very involved in planning and implementation of
Atikha programs.

Strategic partnerships

Anonuevo believes that partnerships forged with national entities are driving success.
The government, private sector, NGOs, and Diaspora organizations have all been
important players. Atikha recently formed a technical working group on enterprise
development that includes the chamber of commerce; this group is successfully working
at the local level. Partnerships in al sectors propel the work of Atikha from the needs
awareness stage to conceptualization, implementation, monitoring, and redesigning.

Rigorous internal research

Atikha distinguishes itself from the maority of NGOs and migrant organizations by
performing its own rigorous research to uncover needs and root causes, design
appropriate interventions, and monitor the impact and response to its programs. The
economic initiatives are a new field for Atikha. Therefore, Anonuevo explains, it is
important that they perform research on and gain a solid grasp of problems and the
situation for strategic planning.

For example, Atikha is currently engaging in research on Diaspora philanthropy and its
potential for development. Atikha did not have any programs focusing on this, but they
observed activity and demanded for an outlet among overseas organizations, such as
Home Town Associations (HTAS), especidly those located in the US, which mobilize
resources for development of their community. Accordingly, in the last two years
Atikha has been creating a program to systematize these Diaspora initiatives and direct
them to sustainable development, as the majority of Diaspora initiatives have involved
investment in infrastructure and social activities as opposed to sustainable devel opment.
Atikha's research will be used not only to drive programming, but also as a basis for a
book that will share the research with the greater community.
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SOUTH AFRICAN REMITTANCE AND DEVELOPMENT BOND —
CONCEPT DEVELOPED BY DANNY BRADLOW
THE UNITED STATES

Danny Bradlow is Professor of Law and Director of the International Legal Studies
Program a American University Washington College of Law (WCL), where he
specializes in international economic law. He is a member of the Roster of Experts for
the Independent Review Mechanism at the African Development Bank, Research
Associate of the Centre for Human Rights, Faculty of Law, University of Pretoria, and a
member of the Board of Directors of the International Lawyers and Economists Against
Poverty (ILEAP) and of the Governing board of the African Law Institute. His current
research focuses on the international financial institutions, creative financing for
development, international legal aspects of sustainable and equitable development, and
the legal aspects of debt and financial management. He has worked as a Senior Special
Fellow in the Legal Aspects of Debt and Financial Management Programme of the
United National Institute on Training and Research (UNITAR).

He has worked as a Consultant to the World Dams Commission, the Macroeconomic
and Financial Management Institute for Eastern and Southern Africa (MEFMI), Pole-
Dette, the World Bank, the African Development Bank, the United Kingdom's
Department for International Development, and the MacArthur Foundation. Professor
Bradlow served as a member of the International Law Association’s Committee on
Accountability of International Organizations and as an advislor to the Rethinking
Bretton Woods Project. In 1996 he was a Visiting Professor at the Community Law
Centre at the University of the Western Cape, South Africa. He has lectured in the
United States and many countries in Africa, Asia, and Latin America on both the public
and private aspects of international economic and financial law and on the negotiating
and structuring of international economic transactions.

Prior to joining WCL, Professor Bradlow was a Research Associate at the International
Law Institute, a consultant to the United Nations Centre on Transnational Corporations,
and an attorney in private practice. His publications include books and articles on
international financial law, the international financia institutions, foreign investment,
the World Bank Inspection Panel, regulatory frameworks for dams and dam safety,
globalization and its implications for global economic governance, and the changing
responsibilities of the World Bank and the IMF in the management of the global
economy. Professor Bradlow holds degrees from the University of Witwatersrand in
South Africa, Northeastern University in the USA, and Georgetown University in the
USA.

The South African Remittance and Development Bond

Purpose

The South African Remittance & Development Bond (hereinafter R&D bond) is
designed to address three seemingly unconnected problems:

1) How to promote private reconciliation in South Africa between black and white
South Africans independently from the effort of promoting reconciliation between the
state and the victims of apartheid;

2) How to involve the South African expatriate community in the process of
reconciliation and development in South Africa; and

3) How to mobilize and deliver funding for projects that do not qualify for grant funding
because they generate revenue that can be used to service debts and other financia
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obligations and at the same time do not qualify for commercial funding due to the scale
of the project or itsrisk and return profile.

Design

« Designed to raise 1 hillion® of South African rands to fund a range of development
projects through two instruments, a Subordinated Instrument (Sl) and retail R&D
Bond.

» Debt financing to be used to finance projects that will provide jobs, services, and
opportunities for poor black South Africans, as well as bring an adequate return to
service the bonds. Examples of these types of projects are new small and micro-
enterprises and projects related to low income housing.

 Both instruments will seek to raise 500 million of South African rands for a term of
10 years.

» Both the SI and the R&D Bond will be issued by a special purpose entity that will be
created for this purpose.

» This entity will be a non-profit, tax exempt company. Its board of directors will
include representatives of the financia institutions that are the primary investors in
the SI and experts from civil society who are well respected in South Africa.

» Bond will beissued locally in South Africa.

» Target market will include South Africans locally, white South Africans, and the
South African Diaspora.

Key partnerships

Grants from the Skoll Foundation

The Wellis Global Fund and other support through American University

Financial institutions in South Africa

NGOs

The World Bank

The South African Diaspora (indirectly)

Key features and rationale

e A debt instrument is superior to either philanthropy or an equity offering for
achieving reconciliation and promoting development for arange of reasons.

1) A philanthropy scheme was tried in South African but it failed due to lack of
interest;

2) Equity investment is not very attractive, as it would position rich white people as
the business owners and decision-makers for the poor black businessmen, who
come from the previously oppressed popul ation.

3) Debt financing allows developing credit history.

4) Since debt represents a fixed-term contractual relationship between the debtor
and the creditor, it leaves the debtor, after she or he has fully performed her or
his contractual obligation, both independent of the creditor and in a materialy
better condition than before the debt transaction. Therefore, debt may
potentially promote reconciliation and development.

e South Africa has a relatively well-developed financial system and lower politica
risk than many other African countries, and that provides an enabling environment
for investment.

% The exchange rate between the South African Rand ® and the US Dollar fluctuates between about SAR
6-7.5to USD 1. ThusR 1 billion is equal to about USD 143 million.
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e The South African Diaspora exhibits favourable characteristics for marketing
investment opportunities, such as arelatively high level of education, affluence, and
anumerous Diasporain 1.5 million.

e Bonds should beissued locally rather than in the US:
1) Avoid complicated securities laws of the West.
2) Allow for local South Africans to invest, as this is an opportunity that should
appeal to them, but would not be available to them if sold internationally.

e Keep the scheme as a private transaction. The Diaspora would rather not give
money to the government as they question how it will be used. Bradlow has spoken
to the government and they offer moral support to the concept.

e Draws on lessons learned from the successful example of reconciliation between
Germans and Jews after the World War Il. That process that was complicated and
involved reparations as a tangible demonstration.

e Approximately half of the Diaspora has a strong connection to the homeland and a
desire to contribute to its devel opment, but vehicles to do so are lacking.

Implementation challenges

 Finding afinancial institution to support the program. Ideally, this financial institution
would have a broad network of branches and can market and distribute the bonds.

» Finding ways to compensate financial ingtitutions with a measure other than a
monetary repayment, for instance, through atax relief or some other sort of regulatory
reprieve.

Designing the bond so that interest rates can be low, and thus provide a basis for

reconciliation between recipients and investors, while till being attractive to financia

institutions.

DIR FOUNDATION
THE NETHERLANDS

DIR Foundation began with a group of Ethiopian friends living in Holland who wanted
to work on projects in their home country and to assist other Ethiopian migrants in
integrating in Holland through language and employment services. The organization
was founded in Holland in 2000 and an Ethiopian branch was opened in 2005. The three
prime objectives included: 1) Integration of Ethiopiansinto Holland; 2) Development in
Ethiopia; and 3) Reinforcing Ethiopia-Holland exchange. Another core factor of the
ongoing strategy has been to focus on very vulnerable groups, such as the disabled and
marginalized. DIR has a range of ongoing programs in both Ethiopia and Holland that
focus on sustainable social projects.

DIR Successes

» The employment and housing project for prostitutes in Addis Ababa. DIR has
supervised the empowerment of former prostitutes and helped them to find
employment and start a new life.

+ Established the first socia enterprise in Holland, the Bunet Bet Coffee Corner that is
profitable and will soon be completely unsubsidized.
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» The project for disabled people, in co-operation with Respo International and
Windesheim University and the Buna Bet coffee corner in Amsterdam, has expanded
over the years and received excellent feedback from interns, university staff, and
stakeholdersin Ethiopia.

» DIR will achieveits objective of self-sustainability in the short to medium term.

+ Continuing to expand offerings.

« Continuing to enhance the sophistication of the organization’s structure and
operations.

DIR Foundation’s approach to development is powered by the guiding principles of
human rights, sustainability, social enterprise, and cultural awareness. DIR’'s success
can be digtilled into five contributing factors: “Thinking big”, Strong leadership,
Migrant leadership and Cross-cultural exchange, Strategic partnerships, and a focus on
Sustainability and Commercialization.

Guiding Principles

Human rights

DIR believes that all people should be afforded human rights. The organization wants
to demonstrate that those in disadvantaged circumstances can be included in economic
growth and social change. Programs have been designed with a desire to raise the
awareness of what can be accomplished.

Sustainability and social enterprise

Sustainability is a core goal that DIR hopes to achieve in the short to medium term.
They are currently weaning the Ethiopian coffee shop from funding support. Other
initiatives are self-supporting.

DIR’'s approach to development involves a focus on self-empowerment and poverty
reduction through promoting initiatives that can support themselves and generate
continued value, including: employment, training, entrepreneurship, and socia
enterprise.

Cross-cultural awareness

DIR places a strong emphasis on cultural exchange and cultural linkages to increase
awareness, networks, transfer of knowledge, and tolerance. They provide a channel to
match the knowledge held in Holland with the demand in Ethiopia.

Keys to Success

Thinking big
DIR’s founders have had a grand vision from the beginning, and they believe that was
crucial to the organization’s success.

Strong leadership
Having a leader with exceptional vision, donor experience, and a strong network is
important.

Migrant leadership and cross-cultural exchange

DIR leadership has a strong understanding of markets served, Holland and Ethiopia, and
the target communities within both. DIR believes in capitalizing on the experience of
migrants and the natives of the target country in order to gain the best understanding
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and network to succeed in transnational programming and to have the best chance of
securing funding from host countries.

Strategic partnerships

Partnerships with both commercial and devel opment organizations have enabled growth
through the sharing of networks and expertise. DIR’s successful internship program
created in partnership with the Windesheim University in Holland contributes to
accomplishing DIR’s mission in two ways. First, it promoted development in Ethiopia
through the assistance provided by interns, and second, it advanced awareness, concern,
and understanding between people in Holland and those in Ethiopia. This mutually
beneficial relationship has grown beyond what was initially anticipated and continues to
evolve.

Sustainability and commercialization

DIR began as a social service agency but soon realized the importance of embracing the

commercia perspective, both in their approach to development and for the sustainability

of their own organization. The following measures and philosophies describe how DIR

IS managing the transition to a commercial orientation:

* Securing partners and advisers with commercial experience.

+ Continued focus on competitive improvements and improved strategic planning. The
organization is undergoing structural change that will result in three divisions with
specific expertise and objectives.

» Development of earned income initiatives and set objectives of self-sustainability to
combat the perils of the uncertainty of donor funds.

+ Constant emphasis on competitive improvements and innovation.

» Willingness to take risks

Past and present efforts to diversify both program’s offerings and revenue base.

ECONOMIC RESOURCE CENTER FOR OVERSEAS FILIPINOS
(ERCOF), PHILIPPINES

“...Itisall economic development...” This simple phrase from Ding Bagasao, ERCOF
President & CEO, well defines the guiding philosophy of the organization’s mission.
ERCOF provides a wide range of services geared toward two main goals: 1) Promoting
economic development in the Philippines by leveraging the Diaspora and the bi-
products of migration; 2) Supporting Filipino migrants and their families in achieving
responsible management of financial and economic resources. While Overseas Filipinos
are the prime target, ERCOF makes their services available to anyone interested in
residing, doing business, or engaging in some form of livelihood or enterprise in the
Philippines, regardless of that person’s origin. Following are ERCOF s main activities
related to leveraging migrant remittance flows.

Financial Literacy
Awareness raising and related activities that will encourage the culture of savings and
the organized use of remittances, resources, and human capital for more productive
undertakings, for generating employment and livelihood, and for responsible
citizenship.

In the Philippines, poor financial planning is deeply embedded in the cultural mindset.
For many Filipinos, savings is almost a foreign concept, media coverage on
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consumption problems is poor, and education about financial issues is weak. Migrants
spend all of the money that they earn abroad. This mentality perpetuates through the
generations. Generations of young kids are educating themselves to become migrants.

Philippine centra bank has given ERCOF the role of a resource organization for a
financia literacy campaign. ERCOF travels to different cities and conducts half-day
financial planning forums with migrant families and return migrants. ERCOF is
looking to the youth as its important base.

Migrant Savings/ Rural Bank and MFI Development

ERCOF facilitates relations between Filipino migrant, MFIs, and rural banks in the
Philippines. They offer a ssimple banking product, with earnings of about 8.5 percent
annually if deposits are locked in for five years. This provides a safe investment
opportunity for migrants and increases assets of the banks, allowing them to provide
more loans to small borrowers.

The first set of deposits was made about two years ago by migrant Filipinos in
L uxembourg and the Netherlands. ERCOF provides annual reports on the rural banks so
that migrants can understand how their deposits are used. Migrants are also using these
accounts to pay for family members expenses, such as education. The loca
developmental impact is an incentive for migrant savers, but ERCOF has found that the
safety of the investment dollars and the ROI are even more compelling incentives.

Migrant Investing/ Dairy Industry Development

ERCOF developed a dairy cow investment scheme for migrants. This scheme delivers a
strong ROI and a multiple bottom line. The scheme promotes the local dairy industry
(90% of the milk sold in the Philippines is imported and controlled by multinational
corporations) and provides an additional source of revenue for dairy farmers, in addition
to offering a safe and profitable investment option to migrants.

ERCOF teamed up with a local dairy professor who owns a milk processing plant. A
contract between the migrant investor, farmers, the processing plant, and ERCOF
outlines responsibilities, ownership and profit-sharing. ERCOF markets the opportunity
to the Filipino Diaspora, facilitates the entire process, and develops the local sales
channel for the milk (primarily Starbucks®).

ROI projection: In about 3 years time an investor could recoup initial investment, after
about another two years the annual ROI is approximately 170% from the milk and
offspring. The productive life of cow is about 15 years, and if nothing untoward
happens during the cow’s life cycle, the return increases to about 250-300% per year.
The investor would own about 10 cows within 6 years.

Success: the number of investors both locally and overseas has been increasing. There
isaqueue of at least fifty migrants interested in obtaining one or two cows. The scheme
has proven sensible and successful. ERCOF is currently finalizing a cattle insurance
deal to further reduce risk.

Challenges: ERCOF needs to improve in the area of projecting milk demand and

sourcing cows, because the local supply is running out. ERCOF is considering breeding
cows and is seeking investors for purchasing heifers.
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ERCOF's approach to development is powered by the guiding principles of the
multiple-bottom line, the “trickle up effect,” where change begins with rura
communities, extraordinary caution starts with migrant dollars and giving the priority to
filling in service gaps. ERCOF s success can be distilled into three contributing factors:
Migrant leadership, Strategic partnerships, and Market research.

Guiding Principles

The trickle-up effect

ERCOF asserts that change should begin in the countryside, where there is the greatest
need for financial reform and from where 80 percent of Filipino migrants originate.
ERCOF believes that the overal financial industry and the cultural mindset will be
impacted most by rura reform, which will in turn impact the migrant population and
then the community at large. They call this the “trickle up effect.” ERCOF is not
convinced that the trickle down effect will ever occur.

The multiple bottom-line

ERCOF is attracted to opportunities that can be economically sustainable, while having
a social impact, and that represents the essence of the double bottom-line approach. In
many cases, they focus on programs that have more than one social objective, hence, the
“multiple bottom line.” For example, the dairy cow investment scheme generates wealth
for all involved and also develops the local dairy industry. In addition, there are positive
benefits to dairy farmers, many of whom used to be a part of dissident groups. A
department of labour study found an increase in the quality of life of the people who
engaged in dairy cow farming in 2001.

While ERCOF focuses on sustainable value generating programs for its clients, the
organization is still struggling with the traditional NGO mindset of refusing making
money at own efforts. However, Bagasao redlizes the benefits of becoming self-
sustaining and the pitfalls involved in donor funding, such as the uncertainty impacting
long-term planning. ERCOF has earned income from the dairy cow scheme but it offers
a number of other services free-of-charge. For example, Bagasao recalls a migrant
inquiring about the cost of ERCOF's legal services was shocked to learn that they
services were free-of-charge. Bagasao ruminates that not asking for compensation for
the organization’s services may devalue its worth in the eyes of others and lead to a
negative perception of unprofessionalism.

Caution with migrant resources

ERCOF attaches primary importance to the safety and security of funds invested by
migrants. Bagasao knows many horror stories of migrants losing their investments in
financial scams. ERCOF seeks reliable investment options and works to isolate the
investment from risk. Due to ERCOF s cautionary approach, the organization develops
programs slowly.

Bridges, not mirrors

ERCOF believes in positioning themselves to fill in service gaps. The organization aims
to serve as a bridging factor and avoid redundancies.
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Keys to Success

Migrant leadership

ERCOF is comprised of current and past migrants, who have an acute awareness of
migrant issues. This understanding has been trandlated into a commitment to the
potential of migrants to impact development and to convert the gains of migration to
improve local economies

Strategic partnerships

Almost all ERCOF s actions involve partnerships and networks of partners. This relates
to the philosophy of filling in service gaps, instead of competing with existing
organizations that share similar objectives. ERCOF aspires to bridge existing services,
and magnify the impact of all players. Additionally, ERCOF brings together entities that
may have different objectives, but have expertise, networks, target markets, etc. that can
mutually reinforce their missions. ERCOF takes a cross-sector approach to partnerships
and seeks to work with the private sector, government, and banks.

ERCOF works diligently on partnerships with governments, local and foreign, despite
the challenges it encounters. ERCOF cultivates friendships with the most important
governmental officials. Once the partnership exists, great ideas arise. For example,
ERCOF is beginning a hilateral cooperation project with the government of
Luxembourg to establish a fund for microfinance and SME growth in the Philippines.
This is the result of cooperation between ERCOF and the Department of Foreign
Affairs.

Market research

ERCOF works to understand and respond to the needs of its market. For example,
ERCOF learned on a road show to Europe that the migrant savings scheme was lacking
appea to a large portion of their target market, because migrants wanted to make
deposits to banks or MFIs in their hometowns. Therefore, the national appeal did not
suffice for ERCOF. Since ERCOF had partners only in the south, and these migrants
did not originate from this region, the organization had to design a new initiative. In the
end, ERCOF forged a partnership with a large rura bank federation that has
approximately 700 members nationwide.

In order to identify the needed products and services, ERCOF prepares a survey and a
database for rural banks. Information gathered will include: how many of present clients
have relatives overseas, how much these individuals remit and save, how many migrant
Filipinos have families living in the Philippines. Smaller rura banks were chosen for
partnerships as they tend to know the specific needs of the rural population who are
sometimes reluctant to use services of major banks.

ERCOF focuses on simple products that require minimal education. The organization
saw the dangers of alternative approaches. For example, another program was offering
local government unit bonds issued by the local government to underwrite rural
infrastructure. It took about nine months to one year to explain the workings of this
bond to migrants.

The Future

Areas for improvement



» Bagasao believes that there is much to be done in the area of getting feedback from
the organization’s beneficiaries. The assessment must be more effective. ERCOF is
based in Manila, an urban area, but most of their clients are in the provinces.

* ERCOF is working on partnering with the onsite NGOs. These NGOs, however,
advocate their own issues and are often not aware of migrants issues. Therefore,
establishing a partnership with NGOs requires a good deal of awareness-raising.
ERCOF is trying to identify the overlapping goals in order to forge sensible
partnershipsin rural areas.

Long-term strategic consideration:

« ERCOF wants to focus on introducing incentives for using formal remittance transfer
channels, which is supposed to have a trickle-down effect. The trickle-down effect is
the focus of most programs and requires a huge amount of investment by banks.
Another focus is bringing about significant political changes, for instance, protecting
the rights of the undocumented workers.

* MFI services have improved, but there is a need to identify the prime beneficiaries, as
ERCOF suspects that it may be the MFIs rather than recipients. Do microfinance
institutions assist in reducing poverty or just help people to sustain their livelihood?
One must be aware also of problems within the industry itself, such as
professionalism and high interest rates.

« What interventions change an individual’s behaviour? ERCOF is currently exploring
this question.

More work is required to educate people about the migrant and their need for help —
such as working conditions in host countries, families |eft at home, etc.

G-XCHANGE, INC.
PHILIPPINES

G-Xchange, Inc. (GXI) a wholly-owned subsidiary of Globe Telecom, one of the
leading wireless providers in the Philippines. GXI provides global remittance services
through GCash, an electronic payment system. GCash enables any Globe Telecom
subscriber to send and receive money and make payments through text messages.
GCash is most commonly used for sending and receiving money locally or
internationally since GCash is a much faster, cheaper, and more secure aternative to
traditional money transfer services. Prepaid reloading offers the convenience of having
the opportunity to load money anytime and anywhere.

GXIl is aso involved in developing, designing, administering, managing and operating
software, applications and systems including those designed for the operation of stored
value transfer, payment and money remittance utilizing various forms of mobile
communications technology. To date, GCash has been implemented in other countries
inAsia

Successes
* GCash has earned various international accolades which include GSMA Awards (the

most prestigious award in the telecom industry) for Best Mobile Messaging Service
received in February 2005 and Mobile News Asia’'s Most Innovative Mobile Service
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and Global Messaging Awards for Best M-commerce Service application both
received in June 2005.

+ $100 million per month in circulation on the GCash platform.

» Approximately 400-500 subscribers.

* Subscribers are using GCash for purchases made through Ebay®. Previously, many
of them did not have a way to make online purchases due to the lack of a bank
account.

* Rural banks can now offer mobile banking with GCash and even pay employees
using the GCash system.

Keys to Success

GXI’s success can be distilled into six contributing factors: strong relationships with
regulators, strategic partnerships, understanding of the target market, channel flexibility,
involvement in developing the entire value chain, and grassroots education.

Relationships with regulators

Good relationships with regulators have enabled GXI to design compliance-ready
programs, and they have been important to timely product development and launch that
was not beset by costly delays.

Strategic partnerships

Paolo Baltao, Financial Service & Government Head of GCash, “Our philosophy has
always been to be an enabler. Assuch, all our programs are geared towards delivering a
compelling value proposition to our partners” He asserts the importance of
partnerships to the expansion and viability of GXI. A critical mass of users and a range
of applications and channels are necessary to make the most of the GCash platform.
This could not be achieved without partnerships.

For example, the development of aregiona maobile payment service for members of the
Bridge Mobile Alliance hinges on the Alliance partnersincluding: CSL of Hong Kong,
Maxis of Malaysia, Taiwan Mobile, Bridge Mobile, and Globe Telecom (GXI’s parent).
The expansion of GCash to Asia was enabled through this alliance. The GCash
platform has been enthusiastically received by the international community and interest
has come from selected parts of the Middle East, Asia, and Africa. This predicts afuture
of new partnerships. Partners, such as rural banks, are integral to educating consumers
about the uses and benefits of mobile banking.

Understanding target market

GXI’s strong connection to the target community is complemented by their knowledge
of and experience with the remittance and mobile phone value chains. Baltao states that
they saw that a service asking Filipinos use traditional formal channels, such as banks,
would not take off very well. Thisiswhy they still have informal systems. GT aready
had the infrastructure for the GCash system, with around 17 million subscribers.

Not all remittance beneficiaries have bank accounts, and most transfers are going
through informal channels. One way to remedy these problems is to use the mobile
phone for money transfers. Mobile phone ownership is higher among recipients than
bank account ownership. The company developed technology to credit remittances to
mobile phones and ensure that these transactions are incorporated into aformal financial
system. No minimum balance requirement is one of many characteristics designed
specifically for the target market. One can also use the mobile phones for making
purchases at approved locations to provide additional value to the users.
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Channel flexibility

The GCash platform can interact with any open platform in the country or in other
countries. The company has done several interfaces with other networks. For example,
one can carry out a phone remittance transfer in Hong Kong, use an ATM in Malaysia,
or perform a transaction online anywhere. The delivery options range from cash pick-
up, to bank deposit, to credit on a mobile banking account.

Value chain development

GXIl isinvolved in the development of the entire mobile banking ecosystem and is not
application-centric. Baltao contends that this long-term perspective, where the company
isinvolved at all levels of the value chain is laying the foundation for continued success
and a strong competitive advantage into the future. GXI develops uses for GCash and
markets the platform as an entire ecosystem.

Grassroots education

Baltao believes that education campaigns and grassroots activities will achieve
movement toward mobile banking. Activitiesinclude:

* Participation in community events;

» Gamesthat simulate using GCash; and

» Promotions and give-aways.

HIRDA
THE NETHERLANDS

HIRDA is a migrant organization that provides educational services and related job
opportunities to some of the most vulnerable communities in Somalia. HIRDA achieves
its objectives by supporting local organizations with training and research supplied by
the Somali Diaspora in the Netherlands, US, UK, and Scandinavia. HIRDA supports
existing schools in Somalia and works to improve the education infrastructure and
develop a body of qualified teachers. “Ministers’ from the schools manage the HIRDA
programs. HIRDA provides informal education, such as literacy skills, management
training (including in-depth accounting training and other core skills), and teacher
training. HIRDA aso provides advice, support, and supplies.

HIRDA Successes

* From inception, HIRDA’s impact has grown from reaching 400 students to
reaching 8,000 students.

* HIRDA has created jobs and now has 120 paid employeesin Somalia.

» Donors and the Somali Diaspora continue to support HIRDA even after the
conflict.

* Organizations and individuals across the globe, including major players like
UNICEF, continue to express their interest in working with HIRDA or in
replicating the HIRDA model.

HIRDA'’s approach to development is powered by the guiding principles of education
and local empowerment. HIRDA'’s success can be distilled into five contributing
factors: Migrant leadership, Volunteer commitment, Acceptance by the local
community; Focus on research and planning, and the support of committed agencies,
such as Oxfam-Novib.
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One of the greatest barriers HIRDA faces is uncertainty of funding, which prohibits the
long-term strategic planning needed to achieve the most well-designed programs and to
take full advantage of research and planning.

Guiding Principles

Education

HIRDA believes that education is the key to development. Education is your “ passport”
to the greater world. It helps people deal with the uncertainty of war and avoid a life of
violence — rather than being recruited to a youth army, kids spend their time in school
and work towards opportunities that would not otherwise be available to them.

Local empowerment

HIRDA focuses on empowerment of local stakeholders and does not manage schools,
nor mandate change. Instead, it offers advice, support, training, etc. on the basis of
local demand and interest.

Keys to Success

Migrant leadership

HIRDA maintains that it is more experienced than some similar migrant organizations.
Its members have integrated in the Netherlands and draw on the lessons and networks to
improve their programs in Somalia. HIRDA aso believes the transnationa
understanding and dual lives of migrants are integral to the success of their program.

Volunteer-run

HIRDA is all volunteer and very committed. Nine volunteers from the origina group
have remained until now. HIRDA is very involved and hands-on.

The leadership asserts that selfless commitment of those who contribute to HIRDA
exclusively for the cause is a key to their success. Those with the greatest commitment
stay the longest and work the hardest.

Acceptance by the local communities

The organization encountered the challenges of safety, risk, and access by working in
the internal areas of Somalia where other development agencies do not work. For
example, there used to be problems with people threatening violence if HIRDA did not
give them the available jobs. Coping with the theft of assets in Somalia has also posed a
challenge.

HIRDA has successfully terminated the behaviour of violent threats from job applicants
and other dangers, by establishing a strong local reputation and helping in ways beyond
work in the school system. The threat of HIRDA leaving a community inhibits violence
and gives the organization leverage. Learning how to negotiate and establishing a
standard system for choosing employees has also been integral to success. The strong
community affinity for HIRDA that the organization now enjoys protects their programs
and staff against theft and other risks. Not only are locals unlikely to target HIRDA,
they are also likely to provide assistance.

Research and planning

The Somali mentality tends to focus on desire to help, and that leads to the creation of
reactive interventions as opposed to well-planned and proactive ones. HIRDA focuses
on significant planning and research before launching initiatives or implementing
changes.
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The uncertainty and unreliability of funding, makes long-term strategic planning and
expansion difficult. Consequently, it is difficult to plan beyond 3-4 years in advance.

IntEnt
THE NETHERLANDS

IntEnt provides holistic and extensive entrepreneurship and business devel opment
training and assistance to migrants who want to start companies in their home countries.
IntEnt currently works with seven developing countries and with migrants residing in
the Netherlands. Potential clients undergo a rigorous review process to determine their
eligibility, in terms of likely entrepreneurial success, and are charged a nominal fee for
participation. First, IntEnt focuses on entrepreneurial development of the individual and
then it graduates to consultative services for concept development, market research,
business plan development, securing financing, and other activities required to launch
an enterprise.

Successes

Exceeded success measure—85% of client businesses are still operational 3 years
post-start-up. Goal was 70%.

Acknowledged by the migrant community as a business organization, as opposed to a
charitable organization.

Thriving and expanding despite political changes that could impact funding.

* Queries from people in other countries who would like to establish IntEnt programs.

IntEnt’ s approach to development is powered by the guiding principles of private sector
development, the perspective that migrants are entrepreneurs, and a belief in the
importance of migrant integration. IntEnt's success can be distilled into four
contributing factors: a focus on migrant empowerment, commercial versus charitable
orientation, the provision of holistic and long-term support, and a commitment to
innovation.

Guiding Principles

Private sector development

IntEnt maintains that a commercial approach to development is superior to a non-profit,
charitable approach. Klaas Moleenar, IntEnt founder and CEO, established IntEnt in
light of his 35 years of experience in SME development, through which he recognized
the importance of private sector development for the future well-being of the target
regions. Additionally, Moleenar recognized that there was a significant population of
enterprising migrants interested in running a business in their country of origin.

Migrants are no different than other entrepreneurs
IntEnt believes strongly that migrant entrepreneurs are no different than any other
entrepreneur and they design their programs accordingly.

Integration is key

Moleenar asserts that businesses are more successful if entrepreneurs are first integrated
into the communities of their host countries before starting businesses back at home. A
member of a host community acquires the social capital and knowledge capital that can
then be transferred back to the country of origin to facilitate successful enterprises.
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Keys to Success

Migrant empowerment

* IntEnt programming takes advantage of adult education concepts, such as self-
determination, self-empowerment “do it yourself” approach, with the individua
determining their rate of progress through the program.

* IntEnt requires the entrepreneur to locate resources for themselves in their county of
origin.

* IntEnt charges entrepreneurs a nominal fee, 10-15 percent of direct costs, to promote
ownership and secure a commitment to the program.

Long-term support

« IntEnt offers a range of services beginning with screening and entrepreneurial
development, to concept development and business planning, and even assisting with
financing and implementation.

 Services involve management training and support for about a year and half after
start-up.

Commercial vs. charitable approach

* Programs are selective and based on objective analysis of the likely success of
entrepreneurs and their concepts, instead of being based on the stated interest or
client’s need asis usually the case in the traditional charitable programs.

* IntEnt has focused from the beginning on creating and maintaining a professional
culture for the organization. IntEnt works with a professional team and professional
advisors to establish the culture of professionalism that can be successful in a
competitive commercia environment.

* IntEnt creates programs only in response to demand and thorough market analysis.

» The uncertainty and unreliability of funding makes long-term strategic planning and
expansion difficult. Consequently, it isdifficult to plan beyond 3-4 yearsin advance.

Innovation

Moleenar asserts that spirit in an organization is maintained by diversifying and
expanding. He feels that while IntEnt has expanded and diversified since inception, its
pace of innovation needs to accelerate. The organization planned a number of new
initiatives that are geared to achieve this acceleration.

Lessons learned

* In order to remove the jealousy among local business owners toward returned
migrants, or abroad, migrant business owners who were supported by IntEnt, local
business clubs were created. These clubs are networks of businesses in home
countries that promote networking and transfer of knowledge among al members of
the business community. IntEnt has seen a positive response to these clubs and is
expanding these initiatives in anumber of target countries.

* A number of sources were critical of IntEnt due to the fact that none of its employees
are migrants themselves. IntEnt continues to focus on the needs of the target
community to ensure that the services provided are needed and appropriate. In order
to secure continued support, IntEnt educates donors and other stakeholders about
IntEnt’ s approach, its appropriateness, and the organization’ s positive impact.
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MICROFINANCE INTERNATIONAL CORPORATION (MFIC)

Microfinance International aims to expand affordable and professional financial
services to markets where such services have previously been unavailable, or are
overpriced and disconnected from mainstream banking. The company believes that a
combination of microfinance methodology and a commercial banking approach in afor-
profit model enables it to make financial services available in a socially responsible
manner and ensure scalability.

Alante

Alante Financia is a network of wholly owned and operated microfinance service
centres in the U.S. Alante offers affordable and professional financial services in
communities that are not typically reached by banks. Situated geographically and
culturally close to their clients, MFIC can provide much needed services and financia
support ranging from basic transactions, such as money transfer and check cashing, to
microfinance loans and mortgages. MFIC helps clients establish credit history, become
responsible  borrowers, and  support  their  families back  home.

ARIAS — Remittance Settlement Platform

ARIAS is a turn-key remittance solution that allows financia institutions, such as
banks, credit unions, and money transfer services, to offer a fast, reliable, and
accommodating money transfer service under their own brand with complete control
over prices and customers.

ARIAS offers:

A secure and robust money transfer system based on highly compatible software used
by over 70 banks;

» Payments in cash and credit to account in most Latin American countries through a
mix of banks and microfinance institutions;

 Efficiency and functionality delivered over the Internet, saving teller time and
investments on extra hardware and software;

+ Real-time suspicious activity alerts and on-line compliance reporting; and

 Online access to comprehensive reconciliation and cash management reporting.

Credit Facilities

MFIC offers credit facilities to MFIs on attractive commercial terms to support their
lending and remittance programs. Representative institutions include NGOs,
cooperatives, regulated financial institutions, and target-group-oriented banks.
Prospective investees must demonstrate stability and transparency in their operations
alongside the capacity for fast growth. The due diligence process involves an analysis of
the prior three-years audited financial statements, business plans, available reports of
rating agencies, and onsite evaluations.

The amount of financing that microfinance institutions can access depends on these
ingtitutions' size and capacity. MFIs that are currently in the company’s remittance
partner network and/or wish to offer transnational loans have privileged access to the
credit facilities.
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Successes

Starting in 2004, the company has sent money to more than 80 countries and involved
15 MFIS on various programs. MFIs have started working with remittances, dealt with
a solid volume of remittances, and launched a transnational loan program. The
company generated jobs in El Salvador and for migrants in the U.S., lowered average
remittance cost, and contributing to industry financially. The company provided greater
than 30 percent lower check cashing fees to about 30, 000 persons and created credit
history for 1,500 legal immigrants. It aso helped two banks offer money transfer and
other financial services to immigrants. Expanding to 80 countries has required a great
effort on part of the company.

Keys to Success

MFIC’s success can be distilled into seven contributing factors: transnational expertise,
strategic partnerships, value chain understanding, entrepreneurial culture, strong
relations with regulators, long-term view, and patient capital.

Transnational expertise

As an innovative financial services company, MFIC specializes in the immigrant
clientele. Their experience with the Latin market in the U.S. provides a competitive
advantage in offering products and services to migrants and their families. Many other
financial service companies catering to migrants interact only with one end of the
market.

MFIC recognizes that a huge potential market has been overlooked by formal financial
institutions, and it focuses on providing competitively priced financial products and
services to migrants and their families. MFIC's existing services and customer base
positions the company as the broker of transnational loans linking the immigrant
customersin the U.S. with afinancia ingtitution in the home country.

Customers can enter any of eight Alante Financial retail locations in Washington, D.C.
region and Delaware and apply for financing for the purchase of land/property,
investing in business, or large-scale educational expenses for a family member through
one of MFIC's partner institutions. In addition to loans, MFIC offers insurance and
various other products for the families of U.S.-based customers through Alante branches
inthe U.S.

Strategic partnerships

MFIC's network of partnering financia institutions, comprised of MFIs, cooperatives,
banks, and regulated finance institutions, currently extends throughout Latin America.
The near future involves network expansion to financial institution partners in Asia,
Africa, Europe, and the Middle East.

Value chain understanding

MFIC has a solid understanding of both the microfinance industry and the banking
industry. They have experience serving immigrants. The company has expertise with
the whole value chain of banking from international settlement with banks to check
cashing services. This expertise alows MFIC to be more creative and efficient, offer
lower costs, and engage in better product development.
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Entrepreneurial culture

Ka Schmitz, Executive Vice President and Chief Operations Officer of MFIC, asserts
that MFICs entrepreneurial culture is a key to the organization’s success. The company
seeks to create products that are new and creative, while addressing its market’s needs.
The company does not create new unneeded or unwanted products. Rather, the company
takes a simple product and enhances its value. For example, using remittance and check
cashing history to create a credit rating for individuals is not a ground-breaking
innovation, but it is a very useful mechanism that wisely pairs simple transactions to
fulfil amarket’ s need, without complicating matters for the clients.

Strong relations with regulators
Ka Schmitz states that MFIC has strong relationships with regulators who have assisted
the organization in achieving good compliance without undue cost and burden.

Long-term view

MFIC takes a long-term perspective in serving its market. Schmitz believes that all
financia services, even in traditional banking, require a long-term view, but immigrant
and transnational services require a view of a longer term. The revenue must be
considered from a customer’s lifetime value perspective. MFIC focuses on building
good relationships with customers and obtaining the chance to sell them valuable
products, whereas profits occur after the third or fourth transaction. This approach
represents a relationship view of customer interaction, as opposed to the transaction
view that needs to be taken by money transfer agencies. By contrast, money transfer
agencies need to make money off the first transaction, because they do not have the
ability to offer additional services and add value to customer experiences. This
difference positions MFIC to achieve a greater value per customer in the long run. The
relationship approach with multiple ways to deliver value allows MFIC to offer basic
services like check cashing at lower rates.

Patient capital

Many private investors, who have an interest in socially responsible investing, have
supported MFIC through what is termed “patient capital,” where the more traditional
timelines for investment returns are waived in the interest of investing in social impact
opportunities. These individuals are taking a long-term view. Schmitz believes that
these private investors are more concerned with potential benefits to the customers.
MFIC has recently raised U.S. $5 million from private investors for expansion.

The future

MFIC is continuing to expand. Geographical expansion will involve a move beyond
Latin American, probably to Eastern Europe. The organization is also working on
developing more products and engaging more ingtitutions as partners. MFIC analyzes
business and devel opment cases before embarking on new initiatives.

OXFAM NOVIB
NETHERLANDS

Oxfam Novib is part of Oxfam International, a leading confederation of likeminded
donor agencies. Together, and in co-operation with numerous NGOs, globa and
regional, the organization analyzes the root causes of poverty and injustice and solicits
agreements on strategic change objectives to address these causes. Oxfam Novib strives
for maor policy and practice changes across the world. Partners, programs, and
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activities are chosen and developed to contribute to achieving these changes. Oxfam
Novib follows a rights-based approach to devel opment.

To increase the voice of Diaspora organizations in the decision-making processes in the
field of development co-operation, Oxfam Novib stimulates the formation of migrant-
driven national, regional, and international alliances between and among Diaspora
organizations. Activities are planned and implemented by the Diaspora organizations
themselves. Oxfam Novib provides financial assistance to Diaspora organizations and
assists them to achieve self-sustainability.

Successes

In 2006, Oxfam Novib cooperated with more than 800 counterpart organisations in 60
developing countries and received atotal of 148,8 million Euro. This meant that Oxfam
Novib' s work benefited more than 35 million people in severa regions of the world:

Africa: 47.9 million

Asia 47.2 million

Latin America: 17.7 million

Middle East/Eastern Europe: 11.6 million
Others (worldwide): 21.3 million

In 2006, about 2.6 million people had more income and food security. Oxfam Novib
targeted three million people in 2006. About 1.4 million persons availed themselves of
the services of MFIs supported by the Oxfam Novib. Oxfam Novib considers HIRDA,
DIR, and Sankofa among the successful migrant partner organizations. In addition,
Oxfam Novib supports Doses of Hope from Somalia. Oxfam Novib’'s success can be
distilled into six contributing factors: willingness to take risks, full organizational
support, strategic partnerships, commitment to long-term support, focus on external and
internal research, and an emphasis on shared learning.

Keys to Success

Willingness to take risks

Leila Rispens-Noel, Programme Officer implementing migration, development and
remittance project in Oxfam Novib, considers the readiness of Oxfam Novib to venture
into new areas of work an important factor for success. She advises, “Aim high and do
not linger too long in comfort zones; move forward.”

Full Organizational Support
Adequate funding is provided for, and teams of programs fully support the organization.

Strategic Partnerships

Rispens-Noel maintains that the active participation of migrant organizations has been
an important factor. While the organizations faces many challenges, the volunteer
network of migrant leaders helps countries of origin. Unfortunately, migrants’ volunteer
efforts are still largely ignored and inadequately supported. Broad cooperation, linking
and learning, information sharing, coherent migration and development policy, and
collaboration among stakeholders are important to achieve success.
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Research

Path-breaking research work aso helps Oxfam Novib in understanding the complex
dynamics of migration, development, and remittances. Researchers help crystallize the
issues and communicate them to the policy makers.

Long-term Support

Efforts must be applied to dialogue extensively with migrant organizations from the
very beginning and to continue an open dialogue. The organization must know
migrants needs and wants. Once the partnerships are built, promising organizations
must be supported entirely and capacity building support must be provided until the
projects become self-sustainable.

Shared Learning

Leila Rispens-Noel asserts that learning from others' experience is important. Sharing
information, mutual support, and coherent policies are very important. She advises to
learn from others who have stock of knowledge and share knowledge with others. She
recommends to innovate and re-invent in appropriate moment. When the environment
seems to be unfriendly and resisting the change, a creative and positive action should be
introduced. Trends should be observed and information should be gathered. While
criticisms should be accepted and learned from, at the end, one’s own decision should
be made.

SANKOFA
THE NETHERLANDS

Sankofa began seven years ago as a group of Ghanaian migrants living in Holland with
a shared interest in Ghana. Initialy, the group organized small activities in The Hague,
Netherlands. These included: cultural activities in The Hague, efforts to raise money for
projects in Ghana, and activities that promoted interaction between Dutch and Ghanaian
people. Sankofa soon began IT projects that were possible due to the President’s,
George Duncan, IT background. One of the primary objectives was to contribute to the
integration of computers into the Ghanaian education system. Capitalizing on lessons
learned, the organization has evolved significantly.

Current initiatives include:

» Advocacy to local government in Holland, The Hague in particular, regarding the
migrant position, particularly the public education system’s treatment of migrant
children;

+ Sankofa Family Poultry project that is two years old and being revised based on
experiences.

 Producing afilm for Dutch TV expressing the impact of migration on Dutch families
and illustrating transnational lives.

Keys to Success
Sankofa's success can be distilled into three contributing factors: migrant leadership,
volunteer-run, and strategic partnerships. The organization believes that the future
success will be expressed in professionalism, economic development, and sustainability.
Migrant Leadership

George Duncan, Sankofa President, maintains that Sankofa’ s migrant leadership has
been integral to its success. The migrant leaders have access to the expertise of their
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host countries and can then apply it in programs at home. Additionally, the migrants
provide a channel for donor money from developed countries. Migrant-members
advocate on behalf of Ghanato stakeholdersin Holland.

Migrant-members' transnational lives are an important asset. Their connection with
Ghana alows for a true understanding of the country’s needs. The core players are
Ghana-born and maintain close ties to their home country. For example, Duncan travels
to Ghana about 3 times per year, and the organization has two employees in Ghana.
Connections with the homeland help Sankofa keep abreast of the demand for services.

Volunteer-run

George Duncan asserts that the pure volunteer make-up of Sankofa is an asset. He
explains that members are extremely committed and motivated volunteers. Duncan
cautions that reliance on volunteers requires very motivated leadership, and motivation
must be reinforced in others. As volunteers have no or little monetary reward or
incentives, spirit and commitment can become problematic. However, Sankofa has a
committed group of individuals whose energy is mutually reinforcing.

Strategic Partnerships

Duncan impresses the importance of partnerships to Sankofa both in Ghana and in
Holland. Notable examples include:

» Local partners, for instance, Pentecostal church

» The Ghana National Association of Farmers

» Oxfam Novib

» The Hague city council

« ICCO

» Rabobanc

Lessons Learned and the Future

Professionalism, Economic Development, and Sustainability

A few years ago, Sankofa realized that much of their impact was piecemeal, small, and
not sustainable. The computer initiatives were ailmost more of a burden than a relief to
the schools, because the beneficiaries did not have the training, curriculum, resources,
and infrastructure to take the advantage of the technological support. Donations
required schools to expend more effort and resources in order to take advantage of the
new technology. In response, the organization has redoubled efforts to create programs
that respond to rea demand, address private sector development, and ensure
sustainability. Additionally, Sankofa continues to enhance its professionalism in areas,
such as market research, strategic planning, and outcome monitoring.

Duncan explains that the management is trying to reinvent the organization to embrace
a more professiona mentality and approach. Duncan thinks that the commercial
approach to development is good, and he would like to incorporate “commercial”
initiatives into their programming to increase flexibility through self-funding initiatives.
However, Sankofa currently remains donor-led and not demand-led. Consequently,
there is often conflict between what the organizations wishes to do knowing the needs
of Ghana, and the types of programs that donors are likely to support. The commercial
approach has been successfully integrated into programming with the Sankofa Family
Poultry project.

To achieve amore professional organization, Duncan advises the following:
« Maintain a professional image and have professional advisers around.
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Constantly focus on building capacity

Understand that starting an organization is not difficult, but maintaining one is tough.
Focus on devel oping a good mission

Develop strong networks, plans, and staff from the beginning

THAMEL INTERNATIONAL
NEPAL

Thamel International provides services that allow migrants to convert cash remittances
into products and services, providing insurance and value that a basic cash transfer
cannot achieve. This"productizing” of remittancesis called "Diaspora for development"
(d4d). Thamel International has five mutually reinforcing business divisions:

1) The most lucrative and well known is the Gift Shoppe, an online portal which sells
a variety of gifts to the Nepalese Diaspora that are then procured and delivered
locally to family and friends still living in Nepal.

2) The IT Chemist division helps local Nepalese entrepreneurs start their own e-
commerce Sites.

3) The Export Division helps Nepal ese entrepreneurs sell items overseas.

4) Thamel Remit provides remittance, insurance and other financial services.

5) Thamel International is poised to replicate the company's successes globally. This
division is still being developed and has yet to replicate the model beyond Nepal.

Clients include: Financia institutions which attract remittances and capita;
multinational businesses which engage in emerging markets and Diaspora purchasing
power; development organizations that catalyze economic development and building
capacity; government agencies that support Diaspora interests and; and educational
institutions which nurture sustainable devel opment.

The company employs a unique combination of e-commerce, remittance services, and
business development services, which has achieved success on a number of levels. The
target market has responded positively and sales continue to grow. Thamel’s model has
been widely acknowledge and supported by development organizations, government
agencies, and other entities. Thamel continues to refine and improve its current services
while actively expanding, as evidenced by the replications of Thamel International in
other regions. The success of the Thamel.com model can be distilled into five
contributing factors: a focus on trust and relationship building, cultural specialization,
innovative use of technology, a strong customer service orientation, and strategic
partnerships.

Trust and Relationship Building

Thamel did not start as a remittance transfer service, but as an e-commerce site, offering
“nostalgia’ items that the Diaspora was familiar with and interested in purchasing. Bob
Granger, partner Thamel International, believes that entering the market with this “ soft
sell” approach was crucial in building trust between Thamel and the Diaspora, which
later enabled Thamel’s in offerings of additional services, such as remittance transfers,
where there is little leeway for uncertainty. Purchasing a relatively low-cost gift on
Thamel.com entails lower risk than entrusting a regular and important remittance
payment to an unknown intermediary.
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Another trust-building mechanism is Thamel’s practice of taking a picture of
beneficiaries and gifts at delivery and sending these pictures to the purchaser. Thisis a
fun way to assure customers that their order was fulfilled as desired. Thamel aso
maintains a strong commitment to quality services and timely delivery that bolster
confidencein their service.

The delivery pictures also contribute to the viral, word-of-mouth endorsements that
have fuelled Thamel’s customer base. Thamel has never conducted any formal
promotions or advertising. The pictures are a conversation piece that create buzz. In
addition, as Granger explains, it is alot more acceptable and interesting to talk about the
gift your son sent to you through Thamel.com than to talk about the cash deposit you
picked up from a local Western Union agent. Word of mouth has been a boon to
Thamel, as it is not only free, but it comes with a seal of approva from friends and
family which builds social capital.

Customer Service

Bob Granger maintains that, “The most important attribute of the Thamel business
model is customer and stakeholder trust. You have to demonstrate excellent customer
support and satisfaction. Marketing in Diaspora communities is based on word-of-
mouth. When trust is lost, the business is lost.” Granger advises that setting up a
business for a Diaspora is not much different than setting up any other business. It is
about offering unique value propositions at a price that fulfils the end-user’s need and
creating economic benefits for al the stakeholders.

In a Diaspora-driven business, there are challenges in working with local stakeholders
who supply most of the products offered on Thamel.com. Most of the members of
Diaspora reside in developed countries and have a higher expectation of customer
service than other customers served by Nepalese businesses. Thamel has worked with
the local Nepalese businesses to ensure that quality, consistency, and timely delivery
can be provided to Thamel customers. Granger asserts that offering an excellent buying
experience is the most important.

Cultural Specialization

Thamel focuses on meeting the specific cultural interests of the market, instead of
creating demand. Thamel continues to build on its cultural understanding of clientele.
For example, Thamel identified that they were primarily offering services to four major
Aryan castes that make up the local population, but they were unwittingly excluding the
Mongolian population and other outcaste populations of Nepal. Thamel continues to
work on developing product lines to address such issues. For example, Buddhists send
flowers and prayer flags to a monastery and offer prayers during a death ceremony.
Thamel works with monasteries to provide these services to Diaspora communities
abroad that wish to participate in a local death ceremony. Thamel’s process is to
continue to understand the way people in various socio/economic classes interact and
offer the products that fit within their cultural context.

Innovative Use of Information Technology
Thamel has developed waysto use ICT that bring together transnational communitiesin

amanner that reduces costs and increases safety, choice, and convenience. For example,
Thamel recently established a partnership that allows money transfer from Diaspora
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bank accounts abroad to an account held at a partner bank in Nepal. This system has
reduced remittance transfers costs by eighty percent. Thamel also takes advantage of an
intermediary service, Times of Money in India, which manages compliance
requirements of remittances.

Thamel’s money transfer platform is designed to channel additional services to the
Nepalese, such as bank loans for real estate and education loans through a partnership
with Kumari bank in Nepal, where they can get larger loans than could be disbursed in
the U.S. Remittance patterns play a role in these loan decisions. Thamel also offers
direct payment to educational institutions through its online network.

The integration of digital media (photos and voice recording) is an addition to their
value proposition that has met with a strong positive response at little cost.

Strategic Partnerships

Granger states that relationships wit the government and National bank of Nepal were
integral to their success. They worked closely with these entities as Thamel’s model
departed from traditional money transfer processes and they needed to get the regulatory
infrastructure in place.

Partnerships with banks have been important in reducing costs and offering channel
flexibility. Partnerships with local businesses form the basis of the gift shop. Additional
partnerships with entities, such as schools and airlines, alow Thamel to offer valuable
options for remittances at a discounted price.

The Future

Products

The financial services segment of the business has grown, whereas the prime activity
previously was in the Gift Shoppe. Response to Thamel’s loan services has been
significant. The amount of well qualified loans has been larger than expected. Thereis
a huge demand, especially for loans intended to finance home building. Individuals and
Diaspora groups are looking to invest in their homeland. Thamel believes there is huge
need for a brokerage service in Nepal that can be an honest broker for identifying
opportunities. Thamel does not yet provide opportunities for the Diaspora to invest in
products other than gifts for friends and family, but it is interested in responding to the
observed demand.

Regional expansion

Thamel is interested in extending its services into the rural region of Nepa because 80
percent of the Diaspora originates from rural areas. However, political insecurity in the
countryside complicates this initiative. Other expansion opportunities currently
explored are remittance corridors between the Middle East and Southeast Asia, where
migration is fuelled by available work in the oil fields. Thamel isinterested in setting up
the front end operations. Challenges in this arena involve the more complicated banking
infrastructure and more stringent requirements related to remittances in recipient
countries. In addition, computer access and literacy is less abundant in this segment of
the Nepalese Diaspora; therefore, a phone system would need to be used.

Replication
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The challenge for replicating the Thamel model is finding the right people - with
resources - to put it into practice. This simply requires awareness creation, networking
and collaboration.

Long-term strategic considerations

As the global economy continues to change, the needs of the market will change. The

questions Thamel is pondering include:

« How will their market change when Nepa gains strong political and local stability
and the Diaspora begins returning to Nepal ?

» Thamel understands the needs of the first generation immigrants, but how can they
serve the second generation immigrants that might not have similar needs to connect
to their homeland?

« What will be the role of future technologies in enhancing distant relationships? Will
there be a need to exchange gifts?

* What role global immigration laws will play and how that will change if the entire
family migrates?

WELLS FARGO
UNITED STATES

WEélls Fargo is one of the largest banks involved in the money transfer market. The
company has two basic remittance products along with options to bundle these products
with additional financial services, such as checking accounts and insurance:

1) "Sweep accounts' that transfer available funds on an over-night basis (subject
to the applicable limits) to the accounts of the beneficiaries at one of the remittance
network member banks; this service is available for transfer to eight countries. The
bank’ s International Remittance Accounts provide transfers to China, Philippines, India,
and Vietnam, while their InterCuenta Express Accounts provide transfers to Mexico,
Guatemala, and El Salvador.

2) International ATM remittance accounts are currently offered only for transfer
to the Philippines. The Wells Fargo account holder isissued an ATM card that she or he
sends to her or his authorized beneficiary in the Philippines. The individual sends
remittances by depositing money into their Wells Fargo International Remittance
Account, and the next day, the beneficiary can withdraw the funds from any of 4,000
Expressnet or Megalink ATMs in the Philippines.

WEeélls Fargo considers all of its remittance-related products a success. All programs are
meeting their sales and production targets, and the company is continuing to expand and
enhance its offerings, solidifying its competitive position in important markets, such as
the US-Mexico corridor. In addition, Wells Fargo has forthcoming plans to participate
in setting industry standards. The success of Wells Fargo's remittance services can be
distilled into seven contributing factors. a holistic, people-cantered perspective
emphasizing relationship building, demand-led product design, cultural specialization,
investment in education for the target market and the Wells Fargo staff, grassroots
participation, and full support of the company’ s leadership.
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Holistic and Relationship-Cantered Approach

Wells Fargo remittance offerings are tied into the overall strategy and vision of the
company, which is to provide for al of the financial needs of its customers—both those
of Latino and Asian background. Wells Fargo maintains that it is not concerned with
the services provided by non-bank companies, because its aim and approach are
different. Wells Fargo is focused on building relationships and establishing deeper
connections. It cannot match the mass-marketing efforts of MTO giants, but it can offer
closer relationships and an array of financial services.

WEélls Fargo recognizes the demand for money transfer among its existing clientele. In
addition, it recognizes the opportunity to connect with the unbanked market through
provision of transfer services. The International Remittance Accounts or Intercuenta
Express can be partnered with or evolve into the use of additional financial services.
WEeélls Fargo’s bundled service option, Gold Pack, intended as a relationship-building
product, includes a remittance account, a checking account, discounted money orders,
check-cashing, and insurance services. Wells Fargo considers Gold Pack a success but
will continue adjusting it until it finds the optimal mix of products that will sell the
bank, rather than the product, in the consumer’s mind.

WEeélls Fargo has found that their remittance customers are likely to have an extremely
deep relationship with the bank, more so than a typical, non-remitting Wells Fargo
customer. While a typical non-remitting customer takes advantage of 5.2 Wells Fargo
products, a typical remittance customer uses 7 products. Wells Fargo did not anticipate
this positive result, which is a testament to the efficacy of the Wells Fargo approach to
money transfer.

While remittance customers have deep relations with Wells Fargo, the company has not
seen the expected level of acquisition among the unbanked. The company understands
that there are trust issues with banks in the absence of previous experience with
financial institutions. This understanding underscores Wells Fargo’s focus on demand-
led, culturally specialized products, delivered along with education and an emphasis on
rel ationships.

Demand-Led

The company started research prior to the introduction of any remittance products and
connected with people who understood the remittance arena, such as Manuel Orozco of
the Inter-American Dialogue. Its demographic analysis, revealed seven countries as
“high opportunity”: Mexico, Guatemala, El Salvador, India, the Philippines, China, and
Vietnam. Within the next 3-5 years, the company expanded services to these seven
countries, while expanding its competitive position in Mexico. The Mexican expansion
was also based on findings from the demographic analysis, which showed that a large
proportion of the people served were of Mexican origin. Currently, the company
maintains close to 35,000 distribution points worldwide.

WEells Fargo monitors customer response to its offerings by conducting random, annual
customer satisfaction surveys through external agencies. Their scores for remittance
services are very high. Through such surveys the company learned the market is
suspicious of surcharges and promotions with free services, and that the customers
prefer smple, reasonable pricing.
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Cultural Specialization

WEells Fargo has bank branches in ethnic communities and employs people who speak
the native language of their customers. Daniel Ayala, Senior Vice President in the
Department of Cross-Border Payments, identifies these measures as integral to the
success of a bank interested in providing remittance services. Wells Fargo now
maintains a full-scale multi-lingual call centre dedicated to serve remittance customers
needs. The company also invests a good deal of time and resources in internal training
to ensure that the bankers and tellers have an understanding of the remitter’s mindset.

WEells Fargo employs a decentralized approach allowing branches to respond and
interact with their local community as they see fit. In some markets, there is a good
deal of cross-selling volume, but there is less in others. Wells Fargo chooses to let the
local markets evolve rather than set sales targets. The employees focus on educating
customers about additional financial opportunities, avoiding excessive marketing of the
services.

Other measures to overcome culturaly-linked barriers to bank relations include:
acceptance of consular identification cards as identity verification and no-minimum-
balance remittance accounts. Wells Fargo has developed relationships with overseas
banks that encourage trust among migrants who have knowledge of the bank partners.
These partnerships can also promote a push for the bank’s remittance services from
recipients who may have relations with members of the overseas network.

Strategic Partnerships

WEells Fargo keeps abreast of the needs of the communities touched by remittances
through working across sectors and with numerous partners. Ayala maintains that
partnerships have been integral to their success. Working with the banks oversess,
industry analysts, and community organizations have provided crucia understanding,
collaboration, and exposure.

Wells Fargo has participated in activities to improve the overall industry, such as a
remittance task force led by Manuel Orozco and the Appleseed organization, to promote
transparency in the industry. Additionally, Wells Fargo was involved in the original
partnership with the Inter-American Development Bank to reduce the costs. Wells
Fargo continues to engage in a good deal of public speaking to remain involved in the
greater community. The company keeps up to date and is cognizant of potential needs
and partners through strong relations with the World Bank, the Institute for Mexicans
Abroad, consulates in target countries, and other development or community oriented
organizations.

Education

WEells Fargo has found that financial literacy programs help alleviate distrust of banks.
Its approach isto offer information without simultaneously marketing its products.
Work is done with nonprofits that publish materials for consumer education. For
example, Wells Fargo contributed a remittances section to afinancial literacy guide that
explains topics like checks and ATMs. Wells Fargo buys volumes of these guides and
gives them to consulates, so they can be picked up for free with the consular
identification card. Wells Fargo does not brand these guides, but includes and ad on the
back page. This practice has been active for about five years.
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WEeélls Fargo provides a free, multi-generational financial literacy program accessible
online at www.handsonbanking.org. This service offers a Spanish version and utilizes
limited branding. Wells Fargo also works closely with community organizations to
generate funding support for financial literacy programs-facilitating access to grants
both from the Wells Fargo foundation itself and from other foundations.

Grassroots

WEélls Fargo engages in many on the ground activities, such as volunteer activities in
target communities, presence and promotions at cultural festivals, holiday promotions,
and collaboration with immigrant NGOs. Ayala states that this is the best counter-
approach to the massive marketing campaigns of competitors like Western Union.

Wells Fargo has been recognized for its positive community involvement by the Office
of the Comptroller of the Currency (OCC) of the U.S. Department of Treasury that
regulates and supervises al banks operating in the U.S. Wells Fargo received an
“outstanding” rating from the OCC in recognition of its efforts in working with the
community.

Leadership

Wells Fargo’s leadership has provided full support for remittance programs from the
beginning and has been committed to long-term success. Ayala describes what he
assesses to be unrivalled, consistent executive support. He compares Wells Fargo's
entry into remittances with other programs he has witnessed that shut down after one
year of existence. Rather than requiring short-term sales objectives, the management has
invested in developing the market and preparing for future needs through technology
and education.

The Future

Ayaa states that the growth rate for the business is interesting to Wells Fargo. They
have experience double to triple-digit sales growth rates year over year. Wells Fargo is
continuing to expand. Ayala asserts that the company “can’'t sit still” as there are
numerous opportunities to improve and additional frontiers to cross. Wells Fargo will
continue to invest in remittance products in areas such as improved technology. There
are opportunities for industry standards to be set in areas such as transparency, product
development, standardization, etc. Wells Fargo maintains that the remittance industry is
consolidating and improving along the way.

INSTITUTO DE LOS MEXICANOS EN EL EXTERIOR (IME)
MEXICO

Ingtituto de los Mexicanos en € Exterior (IME), subsumed under Secretaria de
Relaciones Exteriores, is charged with handling the affairs of the Presidential Office for
Mexican Community Affairs Abroad and the Program for Mexican Communities
Abroad. IME has a Consultative Board comprised of 152 members, including
representatives of the Mexican community in Mexico and Mexican-American
community in the United States. Objectives of IME include the promotion of the public
policies of the Mexican government that attend to the needs of Mexican communities
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abroad, acting as the link between those communities in conjunction with their
counterparts in Mexico, and support for the formation of leadership in migrant
communities.

IME has been instrumental in arranging educational conferences that are designed to
advance a better understanding of the programs and services that the Mexican
government promotes through its consular network with the aim to improve the living
standards of Mexicans living and working abroad and develop their home communities
in Mexico. Generally, these educational conferences last three to four days; during that
time participants deliver presentations and engage in various activities. These activities
seek to establish networks of communication that will engender the exchange of ideas,
projects, and programs aimed at achieving closer relations between and amongst
Mexican communities.

One such conference took place in May 2007, where a group of nearly 40 people met to
discuss and improve the financia literacy of migrant communities and to establish a
constructive dialogue between and amongst the representatives of these migrant
communities in the United States and their counterparts in Mexico. Among the
participants were leaders of various HTAs, NGOs, and bank representatives who are
influential in the field of remittances. The dialogue will enhance efforts to facilitate
development through channelling remittances to more “productive” ends. Another
similar conference was scheduled for October 2007.

Another important event is scheduled for July, 2007 in St. Paul, Minnesota, where IME
aspires to “bankarize” a particular migrant corridor from Tarimbaro, Michoacén by
educating members of this community at the Mexican consulate about the benefits of
the Directo a Mexico transfer payment system. Among the participants will be over 100
Tarimbaro community members and the municipal president. In cooperation with
BANSEFI, IME will encourage these migrants to sign up for accounts with the St. Paul
Federal Credit Union in order to enter the formal financial system and thus be able to
make account-to-account transfers. From this experience, IME hopes to identify severd
“success stories’ to use as a promotional tool for advancing financia literacy and
inclusion, and ultimately, to replicate this endeavour in other corridors.

IME scheduled a conference in Mexico City for September 2007. To identify best
practices for sending remittances and to involve the key players in programs that feature
socia responsibility as an integral component, IME invited money transfer operators
such as DolEx, Western Union, and Money Gram; banks that are predominantly
involved in the remittance market; and debit card issuers.

IME also promotes SEDESOL s 3 x 1 program through its consulate network. Through
amutual agreement, any group that sends money to Mexico through 3 x 1 must register
with IME’s organizationa directory. This arrangement has a dual effect: IME aids in
the promotion of the 3 x 1 program while raising awareness and increasing the
comprehensiveness of its directory. While this promotion scheme has its advantages,
IME would like to enhance the visibility of Directo a Mexico, encourage more banks to
offer the system to migrant communities, and convince these communities of the
benefits of entering the financial system as opposed to using MTOs merely to send
money home. IME sees tapping respected and trusted community leaders in the field of
remittances and banking in the U.S. as the main activity for reaching migrants,
increasing the amount of information available to them, and providing the confidence
needed to take advantage of becoming members of the formal financial system.



NATIONAL SAVINGS AND FINANCIAL SERVICES BANK (BANSEFI)
MEXICO

The Banco de Servicios Financieros (BANSEFI) is a program of the Mexican
Government with the mandate to increase the financial products and services available
to the Mexican population, particularly those Mexicans with low incomes. BANSEFI
created a pool of popular banks, micro-finance institutions, and credit unions to act as a
remittance distributor. It established arrangements with companies like GiroMex and
DolEx and has extended its partnerships to Vigo, MoneyGram, El
CaminoTransferencias, Via America, and Moneyda. BANSEFI aso works with US
Bank and has plans to expand agreements to other community and national banks.

BANSEFI offers financial products and tries to give individuals a sense of financial
culture. As part of its Partnership for Prosperity program between the Mexican and the
U.S. Government, BANSEFI is trying to disseminate information about the costs of
remittances from the United States. It is also working with other institutions to teach
people about the benefits of using the account-to-account transfer system.

Saving and Credit Institutions (SCIs) are beginning to play an active role in this market.
Together with BANSEFI, 69 SCls have created a commercia alliance called L @Red de
la Gente. This alliance has enabled SCIs to participate in the distribution network of
remittances through contracts negotiated by BANSEFI. Under this scheme the members
of L@Red de la Gente can offer financial services in their communities, mostly low
income urban and rural areas where the formal financial system has no coverage and
aso where many migrants originate from. Once the remittance is paid, member
ingtitutions of L @Red de la Gente have the incentive to open savings accounts to the
migrant and their family, knowing they have an income source. BANSEFI’s extensive
distribution network is well positioned to serve Mexicans in areas where commercial
banks have no presence or knowledge of the local market. This will be a powerful tool
to bank the unbanked. The transformation and formalization of the sector will contribute
to deepening the Mexican financial system, alowing more people — particularly those
with low levels of income — to have access to financial products, services, and new
opportunities and promote personal financial growth.

BANSEFI’s L @Red de La Gente has grown to a network of 1,385 branches throughout
Mexico which services over 700 municipalities. Only two banks, Bancomer and
Banamex can boast more coverage. Despite its relatively recent upstart, L@Red de La
Gente has managed to capture two percent of the market share of the remittance market,
and the 120,000 remittances paid out in May 2007 represent a 28 percent year-on-year
growth.

BANSEFI has a close relationship with over 50 credit unions and micro-banks in
Mexico and has aready established ties with 22 remittance payment companies and two
commercia banksin the United States. It has been actively promoting Directo a México
as a faster and cheaper method of sending remittances, because that service charges
significantly lower transfer fees are and deposits money directly from account to
account the next business day. BANSEFI is currently in the process of expanding the
reach of this initiative by connecting more and more of its banks to the system and by
attempting to expand the number of participating banks in the U.S. Already 250
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accounts in Mexico have been opened specifically to take advantage of the Directo a
Meéxico payment scheme, and BANSEFI has found that the average transfer to these
accounts is much higher than traditional cash-to-cash transfers. In addition, after severa
months, the balance of these accounts tends to reach double the amount of other
conventional accounts.

As a method to “banking on both sides of the border,” BANSEFI has recently
introduced the BAR (Beneficiary Account Registration) System. This innovative tool
alows U.S. financial institutions to pre-open an account at any BANSEFI or
participating L @Red de la Gente credit union branch for a third-party beneficiary in
Mexico who can formalize the account and receive the money at the selected branch
within ten days. By increasing financial access in Mexico and promoting bank usage,
BANSEFI has removed the obstacle in account-to-account remittances from the U.S. to
Mexico. Banking individuals on both sides of the border will be an effective solution in
reducing the cost of remittances. In turn, migrants will have access to the needed
financia products. By depositing money into savings accounts, purchasing health and
life insurance, financing pension funds, and gaining access to credit and investing into
home building or improvement, income and remitted funds can be used to improve the
living standards of migrants’ families.

While BANSEFI has experienced significant success in reaching remote corners of
Mexico, the challenge of attracting a greater clientele among migrants in the U.S. still
remains. Many still hesitate to provide banks with any sort of persona information for
fear of deportation. Furthermore, BANSEFI has yet to implement all of its financial
products and services throughout its branches. Increasing the financia literacy of
existing and potential customers also remains atask to be tackled more effectively.
BANSEFI sees the account-to-account transfers as the most valuable product to
remittances recipients. While reduction of costs and fees associated with remittance
transfers is a major goal of BANSEFI, it also emphasizes the importance of customer
service. Most bank officials come from the local community and seek to treat their
clientele with understanding and respect for the vital role they play in Mexico's
development. In addition to promoting the benefits of account-to-account services,
BANSEFI seeks to expand its product line to include stored-value cards as it has
embarked on a pilot program in Orlando, Florida.

On the marketing side, the Mexican Foreign Ministry’s Institute for Mexicans Living
Abroad and BANSEFI invite banks like US Bank, Wells Fargo, Bank of America,
HSBC, and Citigroup to discuss remittance and other services with hometown
association leaders. Individual banks will then follow up with the associations, invite
them to the branch, let them observe their Spanish-speaking employees, and make them
feel comfortable. Word of mouth has been effective in the United States, and it proved
to be the best strategy in Mexico. BANSEFI opened an office in the Mexican Consulate
in Chicago as a pilot marketing program. The office distributes information about
BANSEFI’ s remittances and other products.

In January 2005, BANSEFI made 25,000 transactions a month and opened accounts for
ten percent of the individuals who had come in for remittance services, an improvement
from the six percent who opened accounts in 2003. By June 2006, L @Red de |la Gente
grew four times to 100,000 transactions a month and continued banking remittance
recipients. The payment operations have facilitated financial access to at least 20
percent of recipients who pick up remittances at Red de la Gente offices.
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Much of BANSEFI’ s success has to do with establishing trust with its clients. While the
bank believes the number of account holders will grow, it has also found that
individuals still use traditional ways to remittances because they are a proven method
that works. The challenge is to find out how to reach Hispanic populations in the United
States especially given the lack of market information available.  Therefore,
BANSEFI’s branches are located where people do not hold accounts. For the three
years of involvement in banking the unbanked by remittances, the bank has been
successful, though it could be much more aggressive, especially with alarger budget.

POR MI JALISCO PROGRAM
MEXICO

In addition to facilitating remittance transfers and donations, players in the market are
working in finding ways to attract migrant capital investment. State offices in Mexico
are conduits that transmit messages to migrants and hometown associations about
investment opportunities in their communities and regions. Por Mi Jalisco, formerly
known as Fideraza, has been instrumental in the creation and support of local business
in Jalisco since 1998 through its investment promotion program.

Por Mi Jalisco offers support in investment feasibility studies and awards grants and
credits to migrants interested in investing in communities of their origin. Specificaly,
Por Mi Jalisco offers economic support for the development of local businesses by
providing 70 percent of the cost to develop business plans as well as offering additional
consulting services to enhance business sustainability and reduce the risk of failure. Por
Mi Jalisco aso aids in the financing of projects after they are approved by the
governing committee, however, Por Mi Jalisco believes it essential that the investor
should contribute at least 70 percent of the cost of the actual project in order to maintain
a sense of ownership over the business endeavour.

Por Mi Jalisco continues to promote the program through the Jalisco hometown
associations in the United States, primarily located in California, Chicago, Texas, and
Washington. As a result, there have been at least ten investment schemes in which
hometown association leaders played the role of advertisers about the investment
opportunities that existed in Jalisco and members of the association decided to
contribute to the investment. Recent businesses that have been launched with the
support of Por Mi Jalisco include a pifiata factory, tequila processing factory, a plastic
recycling initiative, and a furniture manufacturer.

Por Mi Jalisco credits its success to its close ties with investors and the access the
organization provides in obtaining legal, technical, and financia assistance either
through its team consultants or by putting investors in contact with the appropriate
playersinvolved in starting a small business. Furthermore, Por Mi Jalisco functions as
a trust and the majority of its resources are donated by Banamex. Given that their
resources are not explicitly tied to government or international financial institutions, Por
Mi Jalisco finds itself with much more flexibility in dispersing funds and determining
projects it wishes to finance and help develop. While the success of the investment has
depended in part on the entrepreneurial skills of the investors as well as on current
economic conditions, the program cites locating resources and partners for investors as
akey component to investors' success. This networking support and constant follow-up
is essentia to Por Mi Jalisco’ s continued success.

87



COOPERATIVA DE AHORRO Y CREDITO SALCAJA
GUATEMALA

The vision of Cooperativa Salcgja is to link resources transferred from abroad with
regional projects and activities, alowing NGOs dedicated to microfinance to be
strategic alies in the distribution of remittances in rura areas, and consequently, to
facilitate the development of these areas through access to resources for investment.
Throughout its 41 years of operation, Cooperativa Salcaja has positioned itself in the
local financial market that responds to the financial needs of Salcaja and also has
expanded its services to small rural communities in and surrounding Quetzaltenango
and San Cristobal Totonicapan in western Guatemala Through offering financial
product packages to members of the ingtitution, the cooperative seeks to cover the
highest percentage possible of Quetzatenango and its surrounding areas, which
according to the IOM represents nearly seven percent of all beneficiaries in Guatemala
who receive remittances from the U.S. The cooperative sees the increased usage of bank
accounts as the best mechanism to reduce excessive intermediation and enhance the
efficiency of the remittance transfers.

In Guatemala, Salcgja has provided remittance transfer services since 2001 through
Vigo as a member of the Nacional Federation of Savings and Credit Cooperatives
(FENACOAC). In addition to transfers effectuated through FENACOAC, Cooperativa
Salcgd works as a payer for Vigo and directly through the Cooperativa Salcgja
Corporation, Inc., which handles transactions through Bank of America and through
other remittance agents located in Houston, Texas, and Trenton, New Jersey. These
additional remittance options have made Cooperativa Sal caja the most affordable choice
for money transfers in the municipality, offering transfers at up to 13 percent less than
the cost of money transfer companies such as Western Union.

Although Salcga pays out 90 percent of its remittances through Vigo, smaller
companies such as Mayan Kutz and Tikal Express now account for nearly five percent
of Salcgd's remittance payments. In 2004, Salacgja averaged 1,000 remittance
transactions per month, processing over US $ 29.6 million for the year. 1n 2006, Salcaja
continued to pay out roughly 1,000 remittances per month, and perhaps more
importantly, 60 percent of those who receive remittances enrolled in the cooperative
after cashing money through their services. The creation of new financial products
aimed at the rural population in Guatemala continues to be a major focal point of
Sacgd's efforts. In addition, Salcgja seeks to identify the financial needs of both
remittance senders and recipients and to define possibilities for leveraging the
developmental impact of remittances in the local communities. To this end, recent
market studies, including focus groups and telephone surveys, have been conducted
both in Guatemala and in five U.S. cities that represent the largest concentration of
migrants from the rural areas that Salcaja serves.

Salcgjd' s most recent project, Mas Que Remesas, seeks to deepen the financial system
in traditionally underserved rural areas. To develop new financial products linked to
remittances such as savings accounts, access to credit, and insurance, it is conducting
market research to effectively identify the needs of remittance recipients. These
financial services will provide a double benefit. On one hand, they alow remittance
recipients financial access to services that can leverage the money they receive in a
secure, low-cost, and efficient manner. On the other hand, these services enhance the
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capitalization of Cooperativa Salcaja, and that, in turn, enables it to expand its services
to more migrant families.

Cooperativa has been proactive in developing innovative products for remittance
recipients and non-recipients alike.  Products under development for remittance
recipients include the creation of a fund or insurance product for the repatriation of
migrants' remains, dollar (rather than quetzal) savings accounts, the introduction of a
Visa credit card product, and educational payment plans in cooperation with local
schools that would allow remittance senders abroad to pay school fees directly. Another
area of promise is the use of technology that will enable remittances sendersin the U.S.
to manage their accounts on the internet.

A major challenge that Salcaja faces is the ability to design financial services and
products that will engender the upstart of micro-, small, and medium-sized enterprises
in local communities. The growth in number of business will lead to sustainable
development and mitigate the desire for people to seek economic opportunity outside
Guatemala. Salcgja continues to emphasize the importance of a socia component to
remittance-driven development. Education for the younger population remains
paramount and Salcajds Plan de Ahorro Infantil/Juvenil, which covers children from
infancy through 17 years of age, aims to instil a habit of saving in the youth of rural
Guatemala and encourages parents to invest in their children’s schooling over the long-
term. This program continues to grow.

To reach more clients, Salcagja has aso taken advantage of social capita networks
through word of mouth and has ensured that its branch tellers and representatives are
well informed and capable of transmitting information about the remittance services it
offers and other products available to recipients. The institution is formalizing a cross-
marketing strategy, and plans are underway to install at least one client-service window
at each branch providing services solely to attending to remittance recipients. The goal
is to expand Salcgd' s current base of nearly 15,000 clients by offering recipients other
specialized financial services, including pension funds, life insurance, medical
insurance, small business credit, home equity funds, and various savings packages.

FINANCIERA EL COMERCIO
PARAGUAY

El Comerico, an MFI with nearly 30 years of experience in Paraguay’s rural and
agricultural sectors, in August 2004 began offering remittance transfer services and
became one of only two authorized Western Union agents in the country. Despite the
access to market information provided by Western Union, EI Comercio is one of just a
few MFIs to carry out its own market research to identify the size of potential
remittance recipient clientele and the service they already receive and could potentially
receive.

Financiera EI Comercio handles approximately 16,000 remittance transactions per
month and boasts over 30 branches located throughout the country and 180 points of
service, which combined cover nearly 70 percent of Paraguay’sinterior. Just three years
old, Financiera EI Comercio already represents nearly 50 percent of Western Union’s
market share in Paraguay. Financiera El Comercio’s penetration into the more remote
regions of Paraguay enabled remittance recipients to receive payments in their local

89



communities instead of travelling to large urban areas and resulted in significant
savings. Thisreduction in travel expenses denotes a major achievement.

While commissions are important to the functioning of its services, Financiera El
Comercio’s prime objective is to integrate remittance recipients into the formal banking
system. Toward this end, the company offers financial products, savings accounts, and
access to credit. Once credit is established, loans can then be used to finance purchase
of small businesses or other means of enhancing development, such as higher education
and improved housing. Injust three years, over 150 micro-businesses have sprung up
throughout Paraguay with the direct help of credit provided by Financiera EI Comerico.

With nearly two million Paraguayans living and working abroad in Argentina,
Financiera El Comercio has established a strategic alliance with Fomento a Inciativas
Econdmicas (FIE Gran Poder), a Bolivian NGO, as part of its migrant outreach
initiative. Financiera EI Comerico opened its first office, EI Comercio Envios al
Paraguay, in Buenos Aires in December 2006. FIE functions as the entity which
provides loans to migrants, while Financiera EI Comercio manages the transfer of
remittances. Aside from offering remittance transfers to Paraguayan migrants, the
company seeks to understand their needs as a Diaspora community and to function as
their “home away from home” by employing staff who speak the local dialect of
Guarani. Other products offered in the Buenos Aires office include “Che Régard,” a
program that allows remittance recipients in Paraguay to apply for home improvement
loans.

Financiera EI Comercio and the IDB-MIF signed a second agreement designed to
benefit people receiving smaller remittances. With the establishment of a non-
reimbursable fund created by the IDB-MIF aong with Internationa Fund for
Agricultural Development (IFAD), the following initiatives were implemented: a
market study conducted both in Paraguay and abroad, adaptation of loan technology
linked to remittance products, products marketing , and consultant services to aid in
further development of programs designed to “bankarize’ remittances recipients in
Paraguay. ElI Comercio currently works with 7,000 clients and offers a range of
microcredit options, including credit cards and housing loans, and savings accounts. To
achieve the objective of the second agreement, EI Comercio plans to conduct more
detailed market studies and seeks technical assistance for institutional capacity building
in order to implement remittance relevant product offerings fully and launch
corresponding marketing campaigns.

Financiera EI Comercio’'s impressive growth and performance raised awareness of the
social significance that remittances represent. In light of the circumstances that many
parents and children are separated for long periods of time in remittance-receiving
families, there needs to be an increased focus on the long-term social impact of
migration and remittances on families. Financiera EIl Comercio recommends that the
public and private sector work in unison to exhibit a more comprehensive sense of
socia responsibility for those who live off remittances and to assess its long-term
effects on development on amore micro level.
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ASOCIACION MEXICANA DE UNIONES DEL SECTOR SOCIAL
(AMUCCS), MEXICO

AMUCCS is an association with 15 years of experience in rural finances that seeks to
create and support financial intermediaries in indigenous rural areas of Mexico, where
roughly 40 percent of remittances from abroad are received. AMUCCS is the founder
of a network of rura credit unions, insurance funds, cooperatives, and savings banks.
For over 10 years, AMUCCS has been recognized for its creation of an innovative
model of micro banks in rural regions throughout the country. These micro banks offer
services that include savings, credit, utility payments, life insurance, cashing
government checks, etc. Thereisaso Enlaces, a network of rural financia institutions
that has AMUCCS and its system of micro banks as its nucleus. This network
encompasses over 50 different institutions throughout Mexico.

The main objective of AMUCCS is to integrate payment of remittances and the
“bankarization” of the local population, mobilize savings fuelled by remittances, and
invest locally through the use of credit. The strategy for accomplishing this aim is to
design financial products and services, such as savings, credit, and insurance, to attract
and maintain clientele in rural communities where the micro banks are located. In
AMUCCS's view, local financial intermediation and capture of migrant savings as
opposed to the mere payment of remittances constitute the appropriate mechanism for
enhancing development in rural areas of high migration rate. To strengthen its network
of micro banks, AMUCCS developed close ties with federations of migrant hometown
associations in the United States. The existence of these relationships in Illinois,
Cdlifornia, and North Carolina helps representatives of these organizations direct their
remittances and donations through AMUCCS institutions.

At the end of April 2007, AMUCCS was paying 4,000 monthly remittance transfers
through micro banks, aided in large part through agreements with Intermex in Puebla
and Guerrero (which accounts for 60% of all remittances sent) and incorporation of
several micro banks in L@Red de la Gente. Consequently, AMUCCS has produced
uninterrupted growth. However, such impressive and accelerated growth has exceeded
the operational capability to “bank the unbanked” effectively. While the incorporation
of remittance payment services has had a positive effect on confidence-building in
migrant communities, profitability problem remains.

The small commissions the companies pay (an average of US $1) represents very small
income for the participating micro banks. Even if the volume reaches 1,000 to 1,500
remittances per month, the commissions paid by remittance companies only cover the
rise in operational costs, and perhaps, the financial cost of working capital that should
be invested. However, AMUCCS sees its work as public service rather than a profit-
seeking enterprise in the most traditional business sense.

In addition to remittances, AMUCCS continues working with financial products. In
May, AMUCCS plans to begin the sale of repatriation insurance through a program
entitled “Tu Tierra en Tus Manos’ in cooperation with SEP-USA, which will also sl
life insurance in Mexico. AMUCCS is working also on a strategy to strengthen
institutional capacity in order to increase its ability to grant loans.
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DOMINICAN ASSOCIATION FOR THE DEVELOPMENT OF
WOMEN (ADOPEM), DOMINICAN REPUBLIC

ADOPEM (The Dominican Association for the Development of Women, Inc.) is an
association based in the Dominican Republic that is committed to empowering women
and helping them to become economic actors. Founded on July 14, 1982, the
Association was born out of a private, local initiative spearheaded by Mercedes P. de
Canalda. ADOPEM is the Dominican affiliate of the Women’s World Banking network,
a not-for-profit network of microfinance institutions based in New Y ork.

ADOPEM’s primary objective is to achieve the integration of women and their
households into the formal market and to provide them with access to financia
services. To this end, Training Institute ADOPEM offers vocational and financial
training programs tailored to the very poor, particularly women. The goal of Training
Institute ADOPEM s to foster the self-empowerment of Dominican entrepreneurs and
to supply them with the means to build sustainable businesses.

ADOPEM offers both individual and group loans products, which include
microenterprise loans, small business loans, home loans, consumption loans, solidarity,
and micro-micro loans. Saving products are designed to increase the savings rate among
low-income households and to help those households improve their capital base in order
to ensure a more secure future. Through an ADOPEM savings program called Servicio
de Ahorro a Mujeres (SAM ), solidarity groups and individual entrepreneurs are able to
start small, interest-earning savings accounts. Monthly savings rates are fixed for a
given period of time and set in accordance with each microenterprise’s potential to
generate revenue. As an additional benefit, entrepreneurs participating in the savings
program are eligible to participate in raffles of electrical or other appliances of use for
small businesses or households.

ADOPEM acquired the Banco de Desarollo del Valle in 2003, became the mgjority
shareholder, and at the conclusion of 2004, renamed the ingtitution the ADOPEM
Savings and Credit Bank. In June 2006, the ADOPEM Savings and Credit Bank, with
financial support from the Inter-American Bank/Multilateral Investment Fund
(IDB/MIF) and International Fund for Agricultural Development (IFAD,) launched a
remittance program specifically designed to deepen the financial system with emphasis
on low income sectors. ADOPEM acts as both remittance receiver and payer, and it has
developed five products that are financed by programmed savings of *“banked”
remittance recipients. These products include: credit for business start-up; credit for
purchase of a new home, construction, or remodelling of an existing home; credit for
schooling or vacation; life insurance and micro pensions. With the addition of these
financial products, ADOPEM was able to enhance its product line and diversify its
credit portfolio. Furthermore, ADOPEM clients receive technical assistance and training
and community development workshops designed to enhance clients' understanding of
business administration and steps needed for creation of new businesses. It carries out
also vocational training to enable young men and women to enter the formal labour
market.

In order for remittances to reach al clients of Banco ADOPEM throughout the
Dominican Republic effectively, it was necessary to enter into agreements with
international remittance companies. In January 2007, ADOPEM formally entered into
an agreement with La Quisgueyana, Inc. ADOPEM has seen aready the increased
capacity of its members to embark on productive activities, such as saving for
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retirement, investing in better education, and accumulating assets. Its clientele will be
motivated by a scheduled savings program as an approach to achieve clients goals.
The activity will be accompanied by a credit line, which will be leveraged from a
percent of the remittance deposit that was originaly alocated to establish the initia
contribution.

The major chalenge that ADOPEM faces is to make both remittance recipients and
senders aware of the long-term growth potential and benefits of utilizing the services of
Banco ADOPEM for transferring, distributing and paying remittances as opposed to
using only its traditional system of merely receiving cash payouts from money transfer
operators. ADOPEM'’ s experience managing microcredit for low-income customers has
shown that greater success is achieved by simplifying tax requirements for those
targeted through this project. Finally, ADOPEM credits its success to its close ties and
visibility among its predominantly female customer base, to which they convey the
essential role the customers play in the institution’ s functioning.

NEW HORIZON INVESTMENT CLUB
HONDURAS

New Horizon Investment Club was founded on May 21, 2000, by ten Hondurans with
the objective of pooling their financial resources to learn how to invest in the stock
market and become active participants in the economic development of the Honduran
Community residing in the New York City. At group meetings—usually held
monthly—members deposit their investments (typicaly $25 to $100 each), review
studies of stocks presented by other club members, and select one or more stocks to
invest in. Over the past five years, membership has reached 100.

Due to the uncertainty of the stock market since September 11, 2001, the mgjority of the
Club's capital had been held in money market accounts; the Club’s capital reached over
$100,000. In November 2002, the members decided to diversify the investment
portfolio by investing in real estate. On June 30, 2004, NHIC purchased its first rea
estate investment, a five apartment building in the borough of Bronx, New Y ork.

Recently, the New Horizon Investment Club has transferred its account from eTRADE
to Merrill Lynch. As aresult, a credit line was offered with the establishment of the
account, which has increased NHIC’s funding capability. The NHIC has also recently
decided to become involved in nostalgic trade. Currently, it is in negotiations with
several small Honduran producers to serve as their official importer and distributor in
the United States. This initiative functions as a dua opportunity because these
producers will gain an important entry to the enormous U.S. market, while the NHIC
will reinvest the profits generated from the sale of nostalgic products, such as cassava,
to further develop these small businesses.

The leader of New Horizon Investment Club, Jose Francisco Avila believes that once
the organization succeeds, other groups will follow. Mr. Avila envisions a Honduran
community full of entrepreneurs. He hopes that “Central America will be the next
India,” which requires better exploitation of its human capital and natural resources.
While groups like Avila's offer a wide membership across communities, that
membership depends on the capacity to invest. Therefore, benefits may not accrue to
the entire society. However, such initiatives can set a strong example for a ‘ productive
use of remittances.
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Over the past two years, NHIC expanded its objectives to establish or strengthen pilot
mechanisms in Honduras' North Coast for channelling remittances to productive use
with the participation of local government and Honduran migrants abroad. The key
elements that signal a market's impending emergence -- political change, economic
deregulation, financial liberalization, and industrialization -- are evident. New Horizon
has established strategic alliances with Honduran entrepreneurs in the tourism industry
and is currently negotiating investments in some of these enterprises. However, a major
obstacle that the NHIC has recently encountered is the lack of a consistent Honduran
government policy towards remittances and its developmental impact. As the NHIC
views tourism as a major priority for the rejuvenation and development of the northern
coast of Honduras, it had designed the largest tourism devel opment project in Honduras.
To fund the project, the NHIC had established US $1 million in stock options in
coordination with the Inter-American Development Bank and the Honduran
government. However, with the change of the party in control of the government in late
2005, that project has been indefinitely shelved, and communication between the NHIC
and the new government cameto avirtual halt.

A closer relationship between the Honduran Diaspora and multilateral financial
ingtitutions, such as the IDB, would make NHIC even more successful in dealing with
the Honduran government and would alow it to gain more legitimacy in perception of
the Diasporain the United States.

CONSTRUMEX
MEXICO

Construmex provides financing to any Mexican citizen living in the United States who
wishes to buy a new home or construction materials to remodel or construct a home in
Mexico. Constumex is supported by Mexican consulates throughout the United States
and by over 900 agencies of DolEx Dollar Express, where clients can conveniently pay
their monthly loan instalments. During the last six years, Construmex has successfully
channelled remittances from the United States to Mexico to purchases of construction
materials and homes. At the end of 2006, sales for construction materials increased by
30 compared to the previous year. In addition, applications for credit for homes and
approvals increased by 500 percent compared to the previous year. As of 2007,
Construmex has served over 60,000 Mexicans in the United States and over 8,000
Mexican families.

Construmex offers two programs: credit for new homes or credit for construction
materials. Construmex offers credit up US $20,000 for the purchase of new home.
Clients of Construmex can purchase homes on hundreds of real estate developments
owned by its partner developers. Construmex offers also credit up to US $8,000 for the
purchase of construction materials that can be bought from any of the 4,000 distributors
in the CEMEX network, with which Construmex has a nationwide agreement.

With Construmex’s six year anniversary soon approaching, there has been a significant
shift in its outreach strategy. The establishment of new processing systems seeks to
streamline the management of its clientele. In addition, media campaigns have been
implemented to bring about a broader outreach impact. Construmex has also been
working in close cooperation with Mexican embassies throughout the United States to
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raise awareness of their product in migrant Mexican communities. However,
establishing an image of trustworthiness and reliability remains a challenge to attracting
more customers. Despite having the ability to build homes or provide construction
materials to over 200 cities and towns throughout Mexico, Construmex and its partners
have limited access to some remote rural areas. To expand its coverage and provide
customers with more options to build their homes, Construmex is reaching out to more
construction companies in Mexico.

Construmex’ s partnership with the money transfer operator, DolEx, has recently been
renewed with expanded services. Under the new aliance, Construmex has stepped up its
focus on efficiency and access to remittances given DolEx’ s expansive network of over
922 branches in the U.S. and 10,000 distribution points in Mexico. DolEx offers its
clients excellent options to avoid money transfer fees and assures that funds are used by
beneficiaries and family members for the purchase of building materials or the monthly
payments for mortgage. Additionally, regular monthly housing credit payments can be
made at all DolEx locations. This expanded service will make loan payments and
financing a significantly easier and more efficient process.

) THE 3X1 PROGRAM
SECRETARIA DE DESAROLLO SOCIAL (SEDESOL), MEXICO

Since 2002, hometown associations have participated in a program called Inciativa
Ciudadana 3x1, in which every dollar donated by a club is matched by one from the
local, state, and federal Government. This federal program was preceded by informal
partnerships as well as formal initiatives, such as the 2x1 Program, in various states.
States with high rates of emigration and well-organized migrant communities in the
United States, including Guanagjuato, Jalisco, Michoacan, and Zacatecas, are the most
active in the 3x1 Program. Together, they represent over two-thirds of the amount
allotted on anational level.

The 3x1 Program has increased hometown associations contact with government
officials, especidly on the local level. Relationships with mayors are particularly
important, as the local government often contributes to projects not just financially, but
also with labour and donations in kind. In particular, construction projects provide
much-needed jobs to local residents.

The timeline of a project and continuity of work are critical to development. Most
hometown associations have worked for ten consecutive years implementing a range of
projects. Every year, they spend at least six months developing and carrying out a given
project. The lifespan of an organization provides an important clue asto how long it can
provide support to a given project. Knowing the amount of time it takes to launch a
project sets a calendar for activities.

When an association participates in the 3x1 Program, it establishes a committee in the
hometown to oversee the disbursement of funds and the overall project implementation.
Hometown associations working outside the 3x1 Program often establish links with
individuals, including relatives and local leaders such as priests, to serve as the
association’s liaison in the hometown. Generally, the local contact person acts as a
manager and foreman of the project, providing information about budgets and schedule
of work. Hometown associations do not usually have a hands-on role until the very end
of project, when they offer a quality assessment.
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By virtue of their close contact with government officials and their close oversight of
projects, local representatives of hometown associations play an important role in
promoting civic participation. Nearly 80 percent of hometown associations have
interacted with municipal government authorities. These local liaisons enhance
transparency by monitoring the disbursement of funds and by holding local government
officials accountable for timely completion of projects. In addition, hometown
associations have established relationships in individual projects with other local
groups, such as fire-fighters, teachers, and doctors. While these links do not constitute a
formal partnership like 3x1, they are important in maintaining close contact with the
town.

While the aggregate amount donated by hometown associations is difficult to determine,
the Mexican Federal Government invested approximately US $20 million in 2006 to
match the nearly US $60 million contributed by state and municipal governments in
addition to the migrants clubs (HTASs) to fund over 1,200 projects. Furthermore,
because the number of hometown associations registered with the consulates is only a
snapshot of the total in existence, it is likely that the overall amount donated is much
higher. In addition, there are 2x1 schemes in different states that operate independently
and remain outside the amounts allocated by 3x1 Program.

Some impressive figures to note: the number of participating HTAS has grown from 20
in 2002 to 715 in 2006; the number of participating Mexican states has grown from 20
in 2002 to 26 in 2006; the number of projects has grown from 942 in 2002 to 1,226 in
2006; number of participating municipalities has grown from 247 in 2002 to 400 in
2006; and the federal budget allocated to 3 x 1 has grown from approximately US $11.4
million in 2002 to US $19.2 million in 2006, while matching funds from state and
municipal government and HTAs have increased from US $26.7 million in 2002 to US
$56.4 million in 2006.

SEDESOL'’s current efforts include the continued emphasis on the development and
promotion of projects that are “productive’” investments and will better the local
community by improving the local economy and facilitating job creation. An example
of this renewed effort to move beyond urbanization projects is the establishment of
Centros Comunitarios de Aprendizaje, which allow remotely located populations to
obtain online education in addition to facilitating online communication with migrants
abroad. Moreover, 3 x 1 seeks to enhance further the communication between local
communities and their corresponding migrant communities located in the United States
and Canada. In addition, 3 x 1 is striving to strengthen the links between municipal,
state, and federal levels of government.

3 x 1 is currently developing a pilot program in conjunction with the Inter-American
Development Bank that will involve vocationa training, expansion of technological
platforms, and evaluation of best practices in Jalisco, Michoacan, Zacatecas, Oaxaca,
and Yucatan. With credit lent from the IDB, the federal government will establish
educational programs that will enhance the capabilities of micro, small and medium
businessmen to run profitable enterprises that will facilitate job creation. An additional
component of the program includes an extensive follow-up and evaluation process that
will enable 3 x 1 to identify best practices leading to successful businesses. The
ultimate goal is the replication of the successful aspects of this program throughout all
of Mexico.
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One of the significant challenges that 3 x 1 faces is that some of the projects exhibit a
lack of transparency. A way to address this issue is the increased communication
between and amongst all the major players involved, namely the three levels of
government, the local community, and the migrant communities that are donating the
resources. With 26 states participating in the 3 x 1 program, there are naturally varying
levels of organizational strength and experience. Therefore, SEDESOL needs to be
aware and adapt to the different needs and redlities of the different players they attend
to. An additional challenge is preventing the politicization of the projects and the flow
of resources needed to fund them.

For a similar program to replicate 3 x 1's success, SEDESOL stresses that effective
communication and cooperation between al three levels of government is essential.
Specifically, the federal government must have a proactive and clear policy regarding
its intentions to leverage investments from migrant communities abroad. With a clearly
stated policy, migrants will feel more confident and comfortable associating themselves
with programs similar to 3 x 1. Moreover, governments must engender a “bottom-up”
development of the projects by listening to suggestions and feedback from the
community leaders and migrant representatives. The most important relationship is that
between the municipal government and migrant clubs (HTAS), because migrants and
community members have the most direct contact and influence with municipal
officials.

BANCO SOLIDARIO
ECUADOR

Banco Solidario is an Ecuadorian organization that seeks to reduce poverty by means of
satisfying those segments of the market that encounter barriers to accessing the
traditional financial system, with innovative, quality financial products and services.
Microcredit products include individual credit loans, solidarity credit loans, mortgage
loans, and home improvement loans. The organization also offers savings and checking
accounts. Innovative products such as the “Olla de Oro” program allow customers to
obtain credit with jewellery collateral.

Banco Solidario (BSol) began its remittance service under the premise that it wanted to
develop a model to bank a traditionally unbanked sector and give migrants access to all
bank services in Spain, Ecuador, and soon, in Italy. Current efforts focus on alliances
with six popular banks (cgjas) in Spain and one commercial bank. BSol began working
with itsfirst bank, Caja Murcia, in the beginning of 2003 and located in an area of high
Ecuadorean concentration. In spring 2003, it started more formal operations with Caixa
and Caja Madrid, later reaching agreements with BanCaja, Caja de Monte y Sevilla,
Caixa Catalunya, and Banco de Vaencia. The transfer costs € 6-9 on average for clients
and non-clients.

BSol focuses marketing on its distribution channels, although it also utilizes radio and
television advertisement focusing on price and service. Its alliances with popular banks
allow clients to access 9,000 outlets to send money, which has proved the most effective
marketing strategy. BSol has also created a network in Ecuador with 110 places to
receive remittances. Word of mouth is also a common strategy there. BSol’s main
strategy has been to transnationalize its clientele with financial products designed for
both remittance senders and recipients. In Ecuador, the goal is to attract relatives of
migrants and create incentives for them to use the bank’s services. As part of its Enlace
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Andina, BSol created a special account called “My Family, My Country, My Return,”
which offers clients bundled savings options. Since its launch in 2002, nearly 5000 “My
Family, My Country, My Return” accounts have been created, representing $3.5 million
in consolidated savings. The bank estimates that after one year in operations it holds
between five and eight percent market share.

In Ecuador, the bank uses remittances to draw clients to other products. Customers
transferring remittances are given preferential treatment, because the bank wants to
establish a long-term relationship with them. Remittance recipients most frequently use
credit lines, housing and home buying credits, savings accounts, and insurance. Two
hundred and fifty-three remittance recipients finance purchases of homes with credit
and 1,460 individuals have opened savings accounts. BSol’s other banking products
include the Chauchera smart card that alows clients to make transactions using the
network used by pre-established providers. The product is for al clients but is
commercialy sold as a value-added for emigrants. The bank also offers small credit
loans for urgent needs.

DIRECTO A MEXICO
MEXICO

Directo a México is a joint marketing effort between the Federal Reserve Banks and
Banco de México, the central banks of the United States and Mexico respectively. The
program is designed to help U.S. financial institutions increase their share of the rapidly
growing U.S. to Mexico remittance market by encouraging and assisting their customers
in using the Federal Reserve Banks' FedACH International Mexico Service to transfer
funds to individuals in Mexico. The Directo a México program is being implemented
with the support of other organizations including the Federal Deposit Insurance
Corporation (FDIC), the Mexican Consulatesin the United States, BANSEFI, and IME.

Credit union members can pre-open an account at a Mexican financia institution,
including credit unions, via a webpage at the branch through BANSEFI’s Beneficiary
Account Registration (BAR) service. Accounts can be pre-opened at no cost to the
credit union, its member, or the recipient. The accounts can be opened at any of
BANSEFI’s 548 branches. The recipient in Mexico has 10 days to present ID, sign
account documents and get the money sent via the ACH. If the account is not formally
opened in 10 days, the funds are automatically returned. The account in Mexico has a
minimum balance of $50 pesos and no fees.

Directo a Mexico was designed as a cooperative effort of the Federal Reserve Bank and
Banco de Mexico to foster consumer awareness of bank-to-bank transfers via the
FedACH International Mexico Service. With that aim, government payments began in
November 2003 and now average 27,000 per month, while commercial service, which
was started in February 2004, has grown to nearly 1,000 payments per month with the
value averaging US$1100 per transfer. In its brief history, Directo a Mexico has
processed over 952,000 payments accounting for a total value of nearly US$400
million. Mexican President Felipe Calderdn Hinojosa endorsed Directo a México as the
solution to help reduce the cost of transfers to Mexico on February 23, 2007 in Jalpa,
Zacatecas. President Calderon also recognized efforts by the government-owned bank,
BANSEFI, to incorporate Directo a México into its program to further lower the cost of
remittances and to encourage use of the financial system by Mexicans.
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Directo a Mexico processes an average of 28,000 payments per month with over 220
banks having signed up for its services as of April 2007. With the maturation of
BANSEFI’s BAR service, banks continue to sort out their cross-border payments needs
and strategies and capitalize on Directo a Mexico's cheap and secure account-to-
account transfer system. By spot trading the peso rather than hedging their exchange
rate payout, Directo a Mexico consistently offers a higher foreign exchange rate than
competitors, resulting in a saving of more than US$5 per transfer in what they refer to
as a “banked bonus.” Directo a Mexico plans to launch its website this summer to
provide customers with branch locators in addition to other customer-oriented financial
information. Also part of Directo A Mexico’s efforts to broaden the attractiveness of
ACH is its close work with IME and Mexican consulates to popularize account-to-
account usage as a secure, fast, low-cost, and convenient method of money transfer for
Mexican migrants.

Directo a Mexico continues to position itself on the low-cost component of its transfer
system and its ability to promote financial inclusion. The account-to-account service it
provides also exhibits a greater degree of transparency for regulatory concerns. With
respect to areas of weak financial systems, Directo a Mexico stresses the need to create
incentives for banks to update their capabilities as well as the government’s
responsibility to provide low-cost entry for such banks to facilitate their transition into a
more developed and inter-linked system. An important consideration for success is the
design and implementation of a proactive plan that in essence asks both consumers as
well as corporate players to change their banking behaviour to include account-to-
account transfers and enhanced financia system literacy and usage.

Directo a Mexico launched a consumer-oriented website with financial information and
branch locator in the summer of 2007. A pilot service to be launched thisfall, F3X, will
allow participating institutions to set their own exchange rates with the aim of attracting
more transfers through profits generated from exchange rate spreads. The program can
be used for any type of transaction, corporate or individual. Thus, a larger financial
institution that wants to manage its own exchange rate can also use this service for the
transfer of remittances. The only caveat is that an individual or an entity must have a
bank account to receive the money. The account in Mexico does not necessarily have to
be an individual account. It could be a holding account for an institution from which the
individual payments are disbursed -- but the sender would have to send separate
instructions on the amount of remittances and their recipients. Alternatively, the
institution can send money transfers directly to an account in Mexico.
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Contact Information of Organizations Interviewed

ANNEX 2

N
Last First Title Organization Country Phone Email Web Site
Atikha maiatikha@yahoo.co
Foundation/Balikabayan (049) 800- m;
Anonuevo Estrella (Mai) Executive Director i International Philippines 0082 koopbk@atikha.org | http://www.atikha.org/
Nuevos Horizontes
José (New Horizon (917) 783- joseavilaus@yahoo.c
Avila Francisco President Investment Club) Honduras 5298 om www.newhorizoninvestclub.com/
Senior Vice
President,
Cross-Border United Daniel.Ayala@WellsF
Ayala Daniel Payments Wells Fargo States 925-686-7466 argo.COM
(632) 920- dbagasao.ercof@gm
Bagasao Ding President & CEO ERCOF Philippines 3610 ail.com www.ercof.org
Financial Service & pjbaltao@globetel.co
Baltao Paolo Government Head G-Xchange, Inc. Philippines 63 27304211 m.ph www1.globe.com.ph/products.aspx?secid=254
(52)
AMUCSS (Asociacion 55.56.82.38.11
Mexicana de ;
Uniones del Sector (0052) isacruz@prodigy.net.
Cruz Isabel Director General Social) Mexico 55.55.36.20.73 mx www.amucss.net
m.canalda@codetel.n
ADOPEM (Asociacion et.do;
Dominicana para el Dominican 809-563- mcanalda@adopem.o
de Canalda Mercedes Director Desarrollo de la Mujer) Republic 3939/47 rg www.adopem.org.do
595.21. 491-
611(direct);
595.21.446- teresavelilla@elcome
de Velilla Teresa Vice-President Financiera El Comercio Paraguay 236 rcio.com.py www.elcomercio.com.py/home.html
Duncan George Chairman Sankofa Foundation Netherlands | 31 703648739 g.duncan@planet.nl
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Faz de los 52-55-5481-
Santos Xavier Director General Bansefi Mexico 3301 xfaz@bansefi.gob.mx
Community Affairs United
Frias Michael Officer FDIC States 312.382.7506 MFrias@FDIC.gov
IME (Instituto de los glezgtez@aol.com;
Gonzalez- Mexicanos en 52 55 3686 cgonzalezg@sre.gob.
Gutierrez Carlos Executive Director el Exterior) 3 x 1 Mexico 5850 mx www.sedesol.gob.mx; www.ime.gob.mx/#
United robert@thamelintl.co
Granger Robert (Bob) Partner Thamel International States 503-771-3916 m www.thamelintl.com
Vice-President, Federal Reserve of
Retail Payments Atlanta (Directo a United elizabeth.mcquerry@
McQuerry Elizabeth Office Mexico) States 404-498-7888 atl.frb.org
Retail Payment Head Banco De Mexico 52 5552 27 88 | amendoza@banxico.
Mendoza Alberto Officer (Directo a Mexico) Mexico 52 org.mx
beatriz.arana@Energi
acommunications.co
Montalvo Andres Director Construmex Mexico 713-454-4987 m WWW.construmex.com
Pisabaj Gregorio 502 776-89-
Flores Rumaldo Administrator Salcaja Guatemala 020
Program Officer,
Bureau
Rispens- Popular 31-(0)70 leila.rispens-
Noel Leila Campaigning Oxfam Novib Netherlands 3421869 noel@oxfamnovib.nl | www.oxfamnovib.nl
502 77 68 90 | vrosal@coopesalcaja.
Rosal Victor Salcaja Guatemala 20 ext. 139 com
SEPROE (Secretaria de
Promocion
Director of Economica del Estado 52 33 36 78 20 | gsanche@jalisco.gob.
Sanchez Gloria Promotions de Jalisco) Mexico 00 ext. 55084 mx
MFI (Microfinance
Executive Vice- International United kschmitz@mfi-
Schmitz Kai President & COO Coproration) States 202-737-5460 corp.com www.mfi-corp.com
Executive Vice- United
Slowik Jeff President PayQuik States 215-966-6080 | jslowik@payquik.com
Adviser to the swalter@banrural.co
Walter Sergei General Manager Banrural Guatemala | 502-24261130 m.gt http://www.banrural.com
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