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@ Today’s presentation

 Who are Good Shepherd Microfinance and how
do we work

* Why we measure impact
 What we found out

* Why it was important, the challenges and how
we use it.



Good Shepherd Microfinance is Australia’s largest
and most effective microfinance organisation.

We are a national not-for-profit organisation working to enable
people on low incomes to improve their financial capability and
wellbeing through the delivery of innovative microfinance
programs.

Microfinance helps people on low incomes become financially
independent which makes a significant difference to their
well-being, dignity and confidence. Our work creates positive
social and economic impact for everyone.

Our approach is to work with governments, business and the
community to address the issues of financial exclusion in
Australia.

669 170,000 1500

DEDICATED MICROFINANCE
LOCATIONS ACROSS PEOPLE REACHED WORKERS AND VOLUNTEERS
AUSTRALIA
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@ Financial Exclusion

Financial exclusion is:

The consequences of

financial exclusion are:

The consequences of
credit exclusion are:

Lack of access to appropriate and affordable financial services
and products — the key services and products are a transaction
account, general insurance and a moderate amount of credit

M likelihood of financial hardship and poverty
J poor economic, social and health outcomes

J ability to asset build

J ability to buffer against financial shocks or unexpected
expense

M use, and reliance on, fringe credit

(CSI, Life Changing Loans at No Interest, 2014)



Desperate needs for alternatives

Payday Lending and Rental Schemes profiled

Payday lender ‘charged 325 per cent’ on $20,000 loan
Gina Rushton, The Australian - March 30, 2015

Four Corners reporter Stephen Long interviewed Victorian
mother Anna, 45, from Geelong who took out 27 payday
loans last year after maxing out a credit card in part to pay
for the upfront purchase of a laptop for her daughter’s
schooling.

“l realised they were a legitimate industry that was
regulated,” Anna said.

She borrowed just over $20,000 over a period of nine
months which cost her nearly $6000 in fees and charges —
at an effective annual interest rate of more than 325 per

cent, Four Corners reported.
“It’s very easy to do sitting at your computer ... takes five or
ten minutes, and to my surprise | was approved(@sge dsgepher y
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Desperate needs for alternatives

Payday Lending and Rental Schemes profiled

Radio Rentals made $90 million from Centrelink payments
last year
ABC Reporter Josie Taylor, 20 Mar 2015

Centrelink payments made up almost half of white goods
leasing market leader Radio Rentals' revenue last year, the
ABC can reveal.

Last financial year the company's total revenue was $197
million, and $90 million of that came from the federal
Department of Human Services through the direct debit
Centrepay system.

The Centrepay system was originally designed to help
Centrelink customers budget, with money for bills directly

debited from bank accounts as soon as benefits are paid
. | ¥ Radio Rem

@ Good Shepherd

Microfinance




Our goal is to reach one million people

experiencing financial exclusion by 2018.

/ S No Interest Loan Scheme (NILS) is a community based program
v providing access to fair and safe credit (up to $1,200).

t |]{|:> StepUP provides low interest loans for personal or household purposes to
f_(Sﬁ\ people on low incomes (from $800 to $3,000).

Cood Good Money is a pilot program delivering financial services through
MONEY  three community finance stores in Victoria.

AddsUUP AddsUP supports people on low incomes to develop financial
independence through a matched savings incentive ($500).

Good Go0o0d Energy seeks to work with energy retailers and governments to
Energy  reduce energy related hardship among people on low incomes.

Good  Good Insurance is a community business partnership focused on
Insurance  developing insurance products for people on low incomes.
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@ Our microfinance programs are offered in 669

locations by 247 local community providers.
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Good Shepherd has led the way in microfinance in Australia for the past 34 years

@ Good Shepherd Microfinance

1863 1981 2004 2009 2011 2012 2014

.
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"You have to adapt to all circumstances. Do the best you can, while remembering that, according @ Good Shepherd

to the spirit of our calling, we must be everything to everyone.” St Mary Euphrasia Microfinance



P Why measure impact?

* Are we having the impact on clients that we
expect? Did the loan make an impact?

* Are we meeting our strategic goals?

* How do we improve outcomes for our
clients?
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(@ Our Vision, Values and Goals are directly aligned

resilient

”

"Fullness of
life for all
people, living
in connected

communities

To enable
economic
wellbeing for
people with
low
incomes,
especially
women and
girls

Client needs:
Financial services
Asset building

Security
Inclusion
Resilience

Human connectedness

Goals Measures

Community-led

* Understand and meet financial needs of
people on low incomes

* Value, develop and connect our
provider network

Client satisfaction

Market share: Funds Under
Management

Income and wellbeing
Network satisfaction

Reach large numbers of people
* Strong footprint

* New channels

* New programs

Client numbers
No. of locations
Online access

Impact

* Increased economic mobility

*  Wellbeing-focused

* Communicate clearly and widely

Clientincome / health
Evaluation reports
Recognised thought leadership

Inform ourselves and others
* Research, analyse, understand
* Strong public affairs capability

Research reports
Partnering with stakeholders

Strength
* Governance driven, strong finances,
organisational development

Actual credit loss rate

Strong execution

Staff satisfaction

Revenue growth and diversity

Values: Human dignity, Respect, Social justice, Audacity, Compassion, Reconciliation

Good Shepherd
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@ Program Logic

To provide
fair, safe
and
affordable
credit for
the
purchase of
essential
household
goods and
services to
people on
low incomes
who cannot
access
credit from
financial
institutions

What we invest

- staff

= Funding

= Commusnity
Partnerships

- Corporate
Partnerships

= Enowledge &
experience

= Ewidence based
ressarch

»  Technology

*  Legal (privacy,
consumer credit)

= Regulatory [ASKC)

- =

StepUP Outcomes Logic

Outputs/Deliverables
Activities Participants
What we do Who will be
involved
Train network:
- Mational Clients:
training - Low income
- Prl:-_gl_Tlm - Women
training - Indigenous
Advocate to: - Migrants
- Govermnment - melationship
- Corporate breakdown
- HGO's - CALD
Expand reach: - Disability
- 5Bt up new - Domestic
programs viclence
- Innovake
model Agencies:
strengthen - Media
network: - Regulators
- Site visits - Advocates
- Advise - Financial
obtain feedback: Counsellors
- Annual sereey - Peak bodies
Partner w-n:h:_ - Policy makers
- Peak bodies - Funders
Fund mebwork:
- Operational
fumnting

Assumptions and Drivers
= DSS & NAB Funding for StepUP continues past
June 2015

Feedback Increased Increased mpact of 20% of
Short fram access asset building; financial programs
Term inagural points (new decreased use conversation is are reaching
(lyr) SteplR sites or of payday well bemchmarks
survey is phone lenders understood by
acted upon access) key players
= 0% mone Increasaed SteplUP's role 100% of
Med delivery loans budgating in maving programs
Term methads are delivered skills; people along are reaching
(3 yrs) | adapted to than in Year improved financial bemchmarks
meet client 1 credit rating continmem is
neads understood by
key players
= Z00% more Movement SteplP is a stepUP has
Leng model is loans along financial well-known recurrent,
Term adapted to delivered continuum and trusted stable
(5 yrs) | mest client than in Year product among funding
neads 1 -....— Lorw-inconme SOUFCE
earmers
Measurement and Evaluation
Community Reach Impact Inform Strength
Led
action plan CRM data market CRM & site visit
Short from survay ressarch repors
Term
(Tyrd
Med Market ressarch CRM data Market CRM & site visit
Term ressarch reports
(3 yrs) (financial
literacy)
Long sarket research CRM data Longitudinal market whether
Term impact reszarch thera’s funding
(5 yrs) study (awareness) for next & years

Good Shepherd
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@ Outcome constructs

Social & health
outcomes

Financial E : ¢
capahilities CoOnomic ouicomes
Financial Use of fringe

Following a
budget;
Paying bills Financial
on time; Food bills; assistance from
family and
Saving money; Utility bills; friends;

Maintaining Spending on Use of Change in use
an emergency services; emergency of fringe credit
savings fund; relief;

Spending on :

Comparison goods rental Use of

shopping. schemes. Centrelink

Advances.

Source: Life Changing Loans at No Interest, March 2014
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@ ‘Life Changing Loans at No Interest’ demonstrated

that we are reaching Australia’s most vulnerable.

Key findings:

* 94% were living under the poverty line.
Loansar s @ « 74% were female and 43% live in a single parent family
e e e with dependents.

« 17% were Aboriginal or Torres Strait Islander people.

» 48% were unable to improve their economic situation
with employment due to physical disability or age

» 82% experienced a net improvement in economic
outcomes.

» 74% experienced a net improvement in social and health
outcomes. This includes a change in confidence, self-
esteem, personal relationships and participation in
society.

» 47% improved their financial capabilities including
budgeting, saving money, maintaining an emergency
savings fund and comparison shopping.

@ Good Shepherd

Microfinance



@ Economic Outcome —Use of fringe

e 42% of NILS clients surveyed who previously
used fringe credit, reduced or stopped their
use of fringe credit due to the NILS loan.

* The net savings from not accessing fringe
loans was $69,408.



@ Social and economic impact model

Economic

benefits

= Acset
building

» Cost
savings

* Employ-
ment

Social benefits

» Reduction in
stress and anxiety

* Improvements in
self-confidence

* Improvements in
independence

Costs

= Government and
other stment in
the program
Cost of capital
(including write-offs
and the opportunity
cost of lending the
funds at commercial

ciation of
asset's value.
Costs to providers
(e.q. overhead and
staff costs).

= Cost of volunteer time

P

Good Shepherd

Microfinance



-

@ NILS SROI

e Asset Building

« Cost Savings (on
food bills, utility
bills, white goods
rental)

« Reduction in use of
emergency credit
and payday lending

« Savings on fringe
credit

« Employment

$830,900

» Reduction in
anxiety/stress

e Improvement in
confidence and
self-esteem

e Improvement in
independence

$232,110 _/

« Government and
other investment
in the program

« Costs of Capital
(incl. write-offs
and opportunity
cost of capital)

« Depreciation of
assets value

« Costs to providers
(eg. overheads and
staff costs)

e Costs of volunteer
time

$668,000

= net benefit of $395,000

(for 710 NILS loan recipients)
For every dollar invested,

$1.59 worth of social and economic value was created



@ Social and economic return by item purchased

sALD

275

250

2.25

200

175

1.50

125

1.00

0.75

0.50

0.25

0.00

B $2.45

$2.35

B Motor Computer and Medical
Vehicle Education related
related related and other

Washing Dryer and Furniture
Machine Electrical
B Goods

$0.41

P

Good Shepherd

Microfinance



Change in social and health outcomes due to a NILS loan (%)

B80%
Fi=1
£2
70%
B

B0% i

52
50% 27 s

43 42
40% -
I0%
20% 16 Y 15 16 L]
10%
4 : 2
0%
Standard Stress and Confidence in General Physical Parsonal Participation ir
of living anxiety achiewvments  confidence and hiealth relationships  social activitie:
in life self-esteam
B Improved, not due to MILS Improved, due to MILS B Stayed the same
B Worsened, not due to MILS Warsened, due to NILS
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@ NILS SROI

Using the SROI to improve the program

The recommendations highlighted the need to;
« Expand NILS to meet demand,
« Explore ways to increase the value created,
« Review governance structures, and
« Ensure ongoing administration of the program

Overall;
* No one preferred program structure - centralised vs
decentralised
« Evidence for ongoing funding - program delivers to government
policy objectives

@ Good Shepherd
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@ StepUP SROI

+

e Savings on welfare
payments

e Reduction in use
of emergency

\ $1.49 million

¢ Reduction in
anxiety/stress

* Improvement in
confidence and

7

$1.35 millionj

credit and payday self-esteem * NAB capital
lending e Improvement in funding
e Savings on fringe living conditions e Cost of default
credit e Value of foregone
interest/fees
\_ W,

e Government and
NAB operational
investment in the
program

$1.06 million

= net benefit of $1.78 million
(for every 1,000 loans written)

For every dollar invested,
$2.69 worth of social and economic value was created



@ StepUP SROI

Using the SROI to improve the program

The recommendations highlighted the need to;

* Provide access to small, short term loans alongside a StepUP
loan,

» Provide basic, affordable insurance for products acquired
through a StepUP loan,

» Further investigate providing access to the ‘working poor’,

« Mitigate geographical exclusion through increased access,

» Continue to promote StepUP loans

Overall;
« Economic impact great than social
« Evidence for ongoing funding - program delivers to government
policy objectives

@ Good Shepherd
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The financial inclusion continuum model shows

how people achieve economic mobility.

Key Phase Crisis/ Stability Income Resilience
hardship generation

Individual Low control
wellbeing Dependent
Isolated
Economic Cost intensive
contribution High welfare

Many services

Some control Participation Strong

More included Valued included Confident
Contributor Adaptable
Dignity

Creating wealth
Net investor

Self sustaining
Paying taxes
Minimal
Government
services

Fewer services
Self manage

Economic mobility

Good Shepherd Microfinance / Daymark 2014
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What would be the economic benefits of

@ alleviating financial exclusion in Australia?

Financial inclusion is associated with benefits at the both household level and the broader
macroeconomic environment. If just 7% of Australia’s financially excluded were able to improve
their wealth position, the nation’s annual gross domestic product (GDP) could increase by a

staggering $19.7 billion.

s e sprugat e Macroeconomic flow-on effects
household level
Financial
Copachy $19.7b
An increase in GDP
Net increase
Inclusion Capability wealth
leads to... -3 E
$50.9b ‘ $846m
Welfare
$2.6b j
B
And a reduction | :;;’t‘:‘
Health & in government
Social spendingin...
=
Criminal
Justice




@ Power of the $

« Bankers understand $

« Government also understands $

« Brings to forefront the importance of social impacts such
as increased capability and self esteem

« Significant to the business case of future funding

25 @ Good Shepherd
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@ Challenges

- Each study is expensive and time consuming - at least 3-6
months

 Studies are more meaningful if replicated over time - is
this realistic?
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Questions?

Good Shepherd
) Microfinance




