PROGRESS OUT OF POVERTY INDEX - ADRA
Peru (May, 2009)

About ADRA

ADRA (Adventist Development and Relief Agency) is a non-profit organization, dedicated to
sustainable development projects and the improvement of the quality of life of the working poor. ADRA
operates in 120 countries and has worked in Peru since 1965.

To achieve its mission, the Microfinance Project of ADRA Peru works with female entrepreneurs in
suburban and rural areas who have limited resources. ADRA uses the methodology of village banking,
offering both credit and education to promote family and community development. It also organizes
health campaigns and has recently provided business management training seminars in collaboration
with Freedom from Hunger.

As of April 2009, ADRA has a portfolio of US$ 3.5 million outstanding with over 15 million clients in
Lima, Cusco, Juliaca, Arequipa, Pucallpa, Jaén and Tacna. Although the majority of ADRA'’s clients
use their loans for commercial activities, some loans also go to finance enterprises in production and
services.

ADRA Peru is in the process of establishing a comprehensive social performance management system
within the organization and in line with this process. They welcomed the opportunity to work with
Oikocredit in piloting the use of the Progress out of Poverty Index. ADRA Peru was particularly
interested in obtaining a poverty profile its microfinance clients.

Using the PPI tool

Two teams were set up to implement the PPI. One covered the north-east region (Lima, Pucallpa and
Jaen) and another for the southern region (Arequipa, Cusco, Juliaca and Tacna). The manager of
ADRA's non-financial services department, Ana Maria Maxi, was given responsibility for the
implementation.

Oikocredit and microfinance network Copeme conducted workshops for those involved in carrying out
the surveys and validating the data collected.



PPI results

The PPI was applied to a sample of 637 randomly selected clients. All branches were proportionately
represented in the sample. The results of the survey indicate that 18.21% of those surveyed fall below
the National Poverty Line with 0.15% falling below the US$1.25 per day mark.

Type of client | Average Below National Poverty Line | Average Below $1.25/day/person
Old clients 18.19% 0.15%
New clients 18.41% 0.19%
Total 18.21% 0.15%

ADRA has made the distinction between new and old clients to see if loan officers are targeting new
clients who are under the National Poverty Line. New clients are defined as those who joined in 2009,
while old clients joined in 2008 and before. ADRA finds the results a matter of concern. “We expected
confirmation that more of our clients are below the poverty line,” says Ana Maria. “We need to look at
the data more closely to see what's going on. We know these results are preliminary and we need
more information and a bigger sample to take appropriate action.”

There are also marked differences in the poverty profile of clients depending on branch location.
Pucallpa has the highest level of clients below the NPL (28.31%), and the highest level of clients below
US$1.25 per day, per person (0.32%). Arequipa is the branch with the lowest percentage of clients
below the NPL (12.23%) and US$1.25 per day (0.04%).

Branch # of clients | Average below National Poverty Line | Average below $1.25 /day/person
Arequipa 134 12.23% 0.04%
Cusco 32 13.54% 0.19%
Jaén 25 18.52% 0.07%
Juliaca 137 22.11% 0.23%
Lima 82 13.57% 0.07%
Pucallpa 123 28.31% 0.32%
Tacna 111 14.13% 0.08%
Total general | 644 18.21% 0.15%

The difference in poverty profiles is also seen in the sample of clients entering the program in 2009.
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Analyzing this, Jaén is the branch that shows the highest percentage of new clients below the NPL
(37.00%), while Arequipa has the lowest percentage (7.63%).

Credit officer Vlady Chambi attributes the difference to the fact Arequipa is more developed than Jaen
or any other areas ARDA branches are located. At the same time, she points out that the next step for
ADRA is to look at client poverty profile by loan officer, to see whether certain officers are failing to
reach ADRA'’s target clients and need further training to reinforce its mission of reaching the poor.

Looking at the poverty profile of clients by zone, the results confirm ADRA’s view that rural clients are
more likely to have higher levels of poverty. On the other hand, ADRA had expected more of the clients
living in rural areas to fall below the defined poverty lines.

Average below Average below
Zone National Poverty Line | $1.25/day/person
Rural 30.63% 0.41%
Suburban 17.41% 0.14%
Total general 18.21% 0.15%

ADRA was also interested in whether there are material differences in poverty profiles of clients
engaged in different types of businesses and the PPI results show that clients engaged in production
activities are more likely to fall below the national poverty line.
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Moving forward

Although some of the results were quite unexpected for ADRA, it is committed to integrating the PPI
into its operations. Motivated by its concerns with the preliminary results, ADRA has started retraining
loan officers and emphasizing the social mission of the organization and the importance of reaching
new clients who are below the poverty line. The results of the pilot implementation of the PPI will be
discussed with the rest of ADRA's staff. ADRA is also considering the possibility of using the PPl as a
targeting tool to identify new clients for the microfinance program.




