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Executive Summary

ThePacific Financial Inclusi®trogrammegPFIPyas developed to support the expansion of financial
inclusion in one of the leasbanked regions in the world: the Pacific islan@ibe Pacific Islands
Countries (PICs) form not only onétbe least developed regions of the world but also the most
underbanked.The Pacific Financial Inclusidlrogramme(PFIP)wvas launched in 2008 to increase
financial inclusion and improve livelihoods among doaome populations, particularly among
women, in Fiji, Papua New Guinea (PNG), Samoa, Solomon Islands (SOIl), Tonga and Vanuatu with
recent entry intoKiribati and TuvaluThe first phase of PFIP (PBIRas implemented betweef008

and 2014; by the end of 2013, 687,620 individuals and/or small acsbrenterprises in the PICs had
gained access to one or more financial services. PFIP Phas#Fl)(began in 2014 and is slated to

end inJune2020.The goal of this report is to outline the findings from the final evaluation of-PFIP

PFIFI is sipported by the United Nations Capital Development Fund (UNCDF), United Nations
Development Programme, the Governments of Australia and Zealand, the Eurppgan 2PgpQai

New Guinea (PNG) delegatiandthe UNDPRussian Federation powered RESPAElafter provided

indirect support to PFHR through the UNDPDisaster Resilience for Pacific Small Island
Developing Stat@roject.

PFIRII is organized by macromese and micrelevel interventions implemented through three
workstreams: 1) Policy and Redidas, 2) Financial Innovation and 3) Consumer Empowerment: PFIP

Il also emphasizes the importance of financial inclusion through a geaddrhuman rightdens,
GKAOK INB Tt A3IYSR GAGKE[IKISOAYYIR G6S2RIn hinyfsHit oR Q& y FE2 |
achievement ofthe Sustainable Development Goals

Final Evaluation Methodology

The final evaluation of PFIPhase 1| commenced with an initial call with the UNCDF Evaluation Unit,
followed by introductory calls with the FIPA teamd thePFIP leadfr the countries shoristed for

the evaluation. The evaluation team was apprised of the programme, its objectives, goals and
expectations from the evaluation which was to follow. This was followed by a perioddefpih

review of all programme literat@ shared by the PFIP programme management and drafting of the
inception report containing the final Theory of CharieC)and work scheduleelaboraion of the
Evaluation Matrix with questions, sdpdzS&d A2y a | yR AYRAOI G2N& yg KA OK
hypotheses in accordance to the OECD/DAC criteria, followed by the preparation of a data collection
toolkit comprising KlI questionnaires, household survey formsFBDguidelines as well as a list of
stakeholders to be interviewed and their role iretRPFIFPhase 1IThe evaluation methodology used

a theorybased evaluation approach rooted in the ToC for the programme. Further, a-migttbd
approach employing quantitative and qualitative tools was deployed to enable contribution analysis
of the resuls in order to map direct and indirect impacts of RRIP

As PFIf approaches the final months of implementation, this evaluation exercise was implemented
to supportUNCDF and its partnerscapturing best practiceand lessons learnt and to inforpossible
designs and implementations slibsequentprogrammephases in the Pacific regionOverall, the
evaluation is envisaged to be useful for a wide range of stakeholders engaged in increasing financial
inclusion in the region.
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PFIFI Targets and Achievements

PFIFI established the objective of reaching 1.5limil Pacific Islanders with financial services, 50% of
whom would be womerby 2020 50% of the total outreach was also expected to capture active use
as measured by use of the financial products within that lasi@@and adoption of a new financial
product within the last 90 days. During the height of outreach documented duringlRPEIR83,228
people had been reached. As of the final evaluation, 779,663 people were current users.
Approximately 40% of the new customers under HFif®ere women; 9 projets, against a target of

14, reported segmented outreach data to capture differences in outreach to men and women. Details
of the programme achievements can be founddimexZ11.

By March 2019, PFIPhad mobilised $35.69 million in funding, whionhluded an unspent balance of
$2.3 million from PFHP $23.48 million expenses had been incurred (but if commitmenitéch are

yet to be disbursedare included,this goes up to $29.59 millignif commitments are taken into
account, PFHA had an unspnt balance of $6.10 million as of March 2019. However, the work plan of
PFIRI for 201920 mentions that the total spend had reached $31.04 million by June 2019 leaving a
balance of $4.7 million for 20120.

Final Evaluatioof PFIRI: Key Findings

Rdevance:How well designed i®FIFIl to meet its broader objective of enabling access of financial
services to lowincome Pacific Islanders?

Given the PIC financial inclusion landscape, the workstreams and interventions funded undiér PFIP
are noted adeing highly relevant, particularly given the emphasis on digital finance and agent banking
to help overcome the geographic and gendebadriers to accessing and using financial servieE?

Il had a strong influence in making financial inclusion adadigy priority for the PIC governments and

a widerange of partners were engaged to meet the varied financial needs of clients. Relevance is
further exemplified by the empirical evidence that has driven decision making by the commissioning
of knowledge poducts such as the Demand Side Surveys (DSS) to steer the discourse for the market
for financial inclusion.

Efficiency:How well has PFHR delivered the expected results?

The average cost paew PFIPFI client was USID9.8 making it a relatively cogfficient intervention.

However, this estimate does not account for work done under the Policy and Regulation workstream,

which is one of the stronger components of the programhile PFIRI benefitted from strong

programme management and supervision #te country and programme level the quality of
monitoringRI G yS3aF GABSt & | FFSOU0S pogiaknte efo@hciEtlidiedc NE Q | 6
gains for the programme were also noted for the innovations fostered Hay grogramme that

deployed technology to enable digital channels of engagement to address access and cost barriers for

end consumers. Further, embedding of financial education curriculum through national mandates of
countries like Fiji and Sol is also dficeent way to address financial exclusion at scale for the future

generations that will soon enter the workforce.
Effectiveness; Organizationlevel: To what extent is PFHR on track to increase the capacity of

partner organisations to deliver good aulity and sustainable financial services to leilwcome
populations, particularly women?
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PFIPI was moderately effective and achieved 7 out of its 14 targets set across the three workstreams;
most of the targets missed were in the Financial Innovation and Consumer Empowerment
workstreams. PFIR performed reasonably well in increasing thetitutional capacity of partner
organizations in delivering quality financial services and increasing access and usage of financial
services among losncome populations. Despite PHIPbeing somewhat successful in reaching
women (reaching 40% versus t68% target), there was no evidence of the development of gender
sensitive or gendetransformative products. Financial education projects implemented through the
Consumer Empowerment workstream have garnered witognition and appreciation for PHIP
particularly in Fiji, SOl and PNG. While knowledge management was highly effective durithgvRirIP
research and technical assistance, efforts in documenting and creating institutional memory have to
be further streamlined, especially in cases of profadtrres, such as that experience by BIMA, one of
the grantees that discontinued its operations in the region.

Effectivenesg; Policy and marketlevel: To what extent is th@rogrammeon track to influence the
broader financial inclusion system in ghcountries where it operates?

PFIPI was highly effective in ke@ng financial inclusion high on the agendaolicy discourse of PICs
resulting in the development of NFIS and the subsequent institutionalisation of celentl/National
Financial Inleision Task Forces and working groups to steer policy, implementation and for ensuring
due attention to different strands of financial inclusion work. Engagement at the policy level also
facilitated the promotion of digital financial services (DFS) bykingrwith the government
departments andregulators across the countries. While RPHIRlesired to prompt amarket
demonstration effect in terms of influencing othénancial service providerdEPkin the PICso

adopt targeting lowincome households foproviding financial servicethis effectto date has been
limited. Therehave beenvery few new entrants into the market and limited evidence that FSPs not
funded by PFHA followed suit.

Impact: To what extent is PFHR on track to contribute to inproved access to financial products and
services for lowincome rural populations?

Efforts at the policylevel are noted as having madgnificant contributios to the overall market
development of financial services sector in the PICE€onsumer empowerment initiatives
demonstratedmoderate impact on the awareness levels of clielikgly a result of oly some of the
initiativesscalingacross the PICAL the financial innovatiosevel, PFIFII has used innovative models

to reach out tolag mile clients; lowever, these modelsave only been moderately successful in
impacting outreach and uptake of financiedrvices by lowincome segments, particularly in rural
areas.PFIFI has achieved 52% of its outreach targets with 779,633 consuer@olled into formal
financial services against a target of 1,500,000. As was noted earlier, at its highest point, approximately
1.2 million consumers were accounted for, but these numbers have dropped due to the exit of some
of the projects thatsaw qu O dzLJil 1S 060adzOK Fa . La! Qad RAIAGIH

Utilizing data collectedby the evaluatorsthrough client surveysand FGDsawareness among
consumers of financial products remaimederate, depending on the financial product. For example,
awareness of pension and insurance products were relatively high (approximately 70% and 80%,
respectively) compared to credit products (46%) and banking agents (21%). Sevemgrcent of

those interviewed owned a bank account; women (69%) and rural consuBt¥s) (vere less likely

than men and urban (both at 75%) consumers to own an account. Approximately 60% either deposited
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or withdrew money from their savings account in the last 12 months which contrasts with the
estimates noted during the demarside surveg conducted at the beginning of PHIPApproximately
30% of consumers interviewed in the PICs during the dersadesurveys (DSS), which are considered
a baseline, were noted to have made a deposit in the 12 months prior to the survey.

Overall, at the client levelevidence for financial services to create one or more development
impact(s), especially leading towards, if not the achievement of other SB@sres specialised data
collection approachesthe Impact Pathwaysroject conduded under PFIPII has made an effort to
report on data for Vodafone PAY in Fiji showshgnges imesultsoverthe periodof a year This has
shown changes in the ability df Ot A @S Of ASydaQ o6uT:0 (2 Yandlk IS (K
protect their money to see it grow through mobile money channels. However, such analyses have not
been possible for most of the interventions supported by RRbecause of lack of data available. The
Impact Pathways project is a critidgaitiative that points to the need for pioneering programmes like
PFIPPhase Il to be able to map the different impact pathways to indicate, even early in the product
cycle, how customers are using the service and what benefits they are recewiitigal informaton

for service providers to tweak and adapt their value proposition to low income clients.

Sustainability:To what extent are the programme results likely to be sustainable?

On the policy front,PFIRI interventions have been found tbe highly sustainale through the
institutionalization of NFISn the PICs. On the financial innovation front, FIFIBhows low
sustainability with only about 10% of total projects (Fijicare which offered a bundled insurance
product that included terniife, funeral, property and personalaccidentcoverage to theSugarCane
Growers Fundand { 2f 2Y2y LaflyR bldA2ylf tNRGARSY(d Cdzy/F
savings through the use of mobile airtime) showcasing any evidence of financial sustainability reached
by end of programme. It is important to note, however, that 20% of R ects have only been
recently commissioned and cannot be evaluated in this area. Consumer empowerment initiatives
have been moderately successful overall veithigh success rates noted for curriculum integration for
schools andechnical vocational educinal trainingprogrammes. Initiatives embedding consumer
education through financial service providene few and far between, thereldimiting any analysis
regardingsustainability

Recommendations

The following recommendations are applicable to HFIRas a whole; countrgpecific
recommendations can be found in the individual reports developed for Fiji, SOI, PNG, and Vanuatu.
Prioritized recommendations are organized per each of the three workstreams as well as a special
focus on knowledge management.

Policy and Regulation

91 PFIRI has registered success through its support through central banks and the development of
the NFIS; however, specific guidelines regarding data management are still needed. There was
very little evidence of regular, credible data being reported lg/dbntral banks as a consequence
of the central banks not having reporting mechanisms for the financial service provideesdto
into. PFIP can play a critical role in helping establish these datagement systems. Given the
establishment of the DSS thdocumented the firstime ever statistics for financial inclusion in
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the region, PFIP should continue to support the ongoing development of this resource, with
particular attention paid to advancing research on women and rural areas.

1  While support of thedigital payments ecosystem was a priority for PIFIRew initiatives were
implemented with this mandate. Global experiences suggest that prioritizing a payments
ecosystem creates immediate use cases and supports the onboardinthesf DFS. As such, a
payments ecosystem in the PICs should be prioritized to help dcisess and adoption @fFS.

Financial Innovation

1 Of the clear successes in product and channel innovations, insurance and pension pnetects
found to be most successful from a taldp, use, androm asustainability perspective are poised
for expansion within the initial countries of implementation and more broadly within the region.

1 Given the PIC context, very few products were designed underlPlRER respond to migratory
needs or he climate and resilience concerns that kboveome households experience. The
development of financial products such as remittances (and not just international but domestic
migration) and innovative financing tools that help households anticipate, resotirecover
from climactic events are needed.

91 Despite credit being highldemandedby a full spectrum of micro and small, and medium
enterprises (SMEshll countries in the PIC exhibit credit market deficiencies. Fiji and Vanuatu
could be good testingrgunds given central bank interest in working on strengthening the SME
sector. PIC agency banking moddts expand financial services into rural ardlaave yet to
demonstrate sustainabilityt is recommended that PFIP support seespecific agent models that
can build the use cases for agency banking, such as within the agriculture sector and its allied
businesses, where all actors in a value chain can be integrated and coordinated.

91 Despitegender being an emphasis of PHIPhereis negligible evidence of products or channels
being designed to specifically target women or other marginalized populations, outside of those
organizations already focusing specifically on them, such as lom@lfinance institutions already
serving only women. The POWER diagnostics conducted in PNG and SOI which documented
62YSyQa SELISNASYyOSa 6AGK FAYLFLYOAlLf aSNBAOSa |
end of PFII, limiting their value for infaning Phase Il strategies and projects. Future phases of
PFIP should clearly articulate indicators of success for reaching women, benefiting them, and
empowering them toinform technical assistance needs andgoide accountability as well as
lessonslearn@ T2 NJ O2yGNAROdziAy3d (G2 62YSyQa SYLRGSN¥YSY

1 Given the paucity of viablegptnersin the PIC which results in limited use of competitive bidding
in partnership development, stronger accountability features are needed to ensure partner
remain equally responsible f@nvisaged project results.

Consumer Empowerment

9 The integration of financial education into school curigcahd vocational training programs has
longterm and sustaiable repercussions in preparitige next generationand is perceived by the
central banks as one of the most prominent areas where they see PFIP playing a continued role
going forward to expand #se efforts. While built into partner agreements, financial education
implemented at the level of financial service providers was limited and the lines were often
blurred between financial education and product marketingalihcases ofinancial education
implementation there was an absence of aspnsumer outcomesneasurement. PFIP should
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require future replications of consumer empowerment initiatives to collect evidence of the impact
of these initiatives at the consumer level.

1 Consuner protection is still a work in progress, with some countries like PNG making strides in
drafting financial consumer protection guidelines that are currently under review. However,
concerns were noted during the field visits that full disclosure of prtsjugricing and cost
transparency, and grievance redressal processes were limited or absent among some products.

t CLt Q8 ySEG LKI&S &aK2dA R F20dza y2i 2yfté& 2y &04N
guidelines at the policy level but also offggassistance in implementing standards of practice at
the FSRevel.

In addition to the three workstreams, knowledge managemanPFIRvas found to be an important

area requiring improvement to both capture lessons and share them among PFIP stakeholder
Knowledge management was not found to capture the amount of work done bylPkHich also
FFFSOGSR GKS S@rftdzr A2y GSFYQa FoAfAGe G2 FdzZf
recommended that PFIP recalibrate its data collection tools epdrting formatgto include outcome

and impact measures, and impact evaluations where possible, to showcase accomplishments and
lessons learned and #nsureknowledge transfeamong implementers, donors, projects phases, and

individual projects
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1. Scope and Objectives of the Evaluation

1.1. About theProgramme

ThePacific Financial Inclusi®rogranme (PFIPas developed to support the expansion of financial

inclusionin one of the leasbanked regions in the world: the Pacific islandike programmeis

supported bythe Government of Australia, the Government of New Zealand, United Nations Capital

Development Fund (UNCDF), United Nations DevelopPegrammgUNDP)the EzNR LIS | Y
PNG delegatiorand the Russian Federation, the latter through the UNDP RESPAC .pitoject
implemented by UNCDFvia direct executiorr and the UNDP Pacific Centes a separate project
under the MDG and poverty reduction programfefirst phase of PFIstartedin Augus2008, and

the second phaséegan in 2014and is slatedo end in2020

PFIPI hasimplemented its mandateof widening the access to financial inclusithrough its
interventionsfor the three outcome areas1) Policy and Regulation, 2) Financial Innovation3nd
ConsumerEmpowerment. It has utilised technical advisory, hurtantred designperformance

P YAZ2Y

measurement, gender strategy and market research as key strategic instruments for widening the
access tdinancial services for losimcome segmery especially women in Pacific Island Countries.

Additionally, it has adopted an innovation hub model approach which is inspired by DDty

modelof innovaton, leverageand scahgup of public and privatéinance initiatives to serve the poor
It has worked withthe objective to increase the usage of financial servicesolyincome Pacific
Islanders through its interventionat macro, meso and micrtevel and aims to improve their

livelihoods in the longun. PFIP currently covers Fiji, Papua New Guinea (PNG), Samoa, Solomon
Islands (SOI), Tonga and Vanuatu wéttent entry intoKiribati andTimor Leste.

1.2. Purpose andbjectives of Evaluation

The final evaluation of PFIP Phase Il was conducted in acconddhdbe ProgrammeDocument and
the broaderBvaluationPolicy at UNCDFwhich is guided bthe dual objective®f accountability and
strategiclearning.; b / 5 Ed&hetionPolicy stipulateghat the evaluation should be independent,
impartial, andof appropriate qualityto generaterelevant and useful information to support evidenrce
based decision makingln support of this, thefinal evaluationof PFIRI was designed with the

followingmain objectives:

1.

To assist UNCDF and its partners understand the relevance, efficiency, effectiveness, likely img
sustainability of the programme in the different countries where it is active

¢2 O2yaARSNI @I NR I G A 2gveldtgking i@d atcouat diffdBeNGEsAnNGYD leryieOt&ti
Y2RIfAGesS GKS S@2ftdziazy 2F (GKS LINRBINFYYSQaA
context on PFIP results

¢2 LINEOARS SO fdd GAPS SOARSYOS 2l indiusibn irdpmihér
O2dzy GNASA YR G2 !b/5CQa ONRBIRSNI FAYI YOAL f
Situate the programme in its broader development cooperation environment, compared to Si
approaches that promote financial inclusion by other development actorsy &st f Fa O
Financial Inclusion Practice Area

2]

a

Fy 3da20AF08SR FdzyR 2F ! b5t3 !b/5C A& LINIE G2 ! b5t Qe 9Ot dz G A
United Nations Evaluation Group (UNEG): http://web.undp.org/evaluation/policy.shtml
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PFIP Il underwent a migrm evaluation in 201%that informed theprogrammestakeholders about

the progress made between 2014 and 2017 with strong recommendations around the
institutionalization of a results management framework aitgl theory of change. As PFIRI
approacheghe last leg ofits implementation, thisfinal evaludion wasintendedto understandin a

summative manner progress towardsnpactA y G KS LINBE IANI YYSQdpolicybniy T2 Od.
regulatory ecosystemconsumer empowermentthe commercial viability of financial products and
servicesandoutreachthroughproduct uptake, usage and adoptiomhe broader purpose of the final

evaluation for PFIPWasto

PFIP and its funding [ttt aﬁcouma?'"ty Oé allow UNCDF and its
T e resources,capture lessonslearnt an artners to meet  their
d inform future programmedesign p ™ -

_ accountability — objectives

KUl “Tcilcmentof policyandreguiationsn | 27, O ensure that the
Regulators the country policy 9 evaluation can support the
ongoing attempts by PFIP

. _ . and its funars to capture

a_earningandfuture projectdesign best practicesand lessons

learnt. Such information

ulearn from PFIP experience and will further be used for
priticallyr_eviewprogrammeandfuture possible  design and

Interventions implementation of a

Figurel: Utility of final evaluation of PFIRII subsequent programme

phase in the Pacific regiorOverall, the evaluation is envisaged to be usefuldavide range of
stakeholders involved in expediting the financial inclusion in the regdiiurel presents therange
of stakeholderghat are expected to utilize this evaluation report

1.3. Scope oEvaluation

The boundary forhe final PFIRI evaluationis defined byall the programmeactivitiesthat have been
conducted betweerthe inception of PFIP Phase IMay2014andJuly2019 henceforth alsoeferred

to astheWS @I f dzI (.AMe gvallaiSNIscebiritdn the learning from PFIP Phase | activities as
documented in theProgrammeDocument 2014 and its subsequent version in 2017.

PFIP is currently active in Fiji, Papua New Guinea (PNG), Samoa, Solomon Islands (SOIl), Tonga and
Vanuatu with recent entry into Kiribati and Timor LeStke field mission phase included visits to four
countries where PFIP Il has been activgi, Soloma Islands, Papua New Guinea, and Vanuatu
(country reports for which are attached}akeholders fronthe government andelevantministries,

regulatory bodiesprivate sector players, technical service providers, and consuwens covered

during the fieldmission phase of the evaluatio@verall, the team assesspdogrammeprogress and
outcomes/impactacross the three workstreams the four countries

Incorporating gender and human rightsThe evaluation approacimtegrated genderequality and

human rights ssues at all the levels of evaluation in line wighevant aspect®f 1 KS | b Qa 32| f
NBaLlSOG GKS a[SF@PAYy3 b2 hyS . SKAYRE .eamnsddriogi A &S &
the genderspecific targets of PFIP Phase I, theleation matrix exploredvhether the programme

and its commissioned projects are truly representative, reach theilmame segment and target

women for bridging the gender gap in access to financial services in the region. Consequently, the

3 PFIRII Mid-TermReview Report
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evaluation stived to assess the heterogeneity of impact at the consumer level for women and country
specific marginalised groups, especially frameconomic perspective.

September
2019
Pre field

mission Field visits Field Mission et
Submission of

Proi
C ’?JEF‘ d sitnatkeerl\‘r‘i:‘el\d;n:?sr In:::c:lr‘tm S to Fili, SOI, count SUSTISIOn of
ommissione stakeholder PNG and v final report

: May 2019 and literature submitted Jists finalised Vanuatu reports
October
2019

review
July- Aug
2019

completed
Figure2: Project timeline for PFIP Phase Il firslaluation

1.4. Approach to th&valuation

Ly ftAYyS 6AGK ! b/ 5 C agdrouSevaldstiorsmmitia utildyyh mind thehedajlatighd
team adopted the principles obtilization-Focused Evaluatior which implies coming up with
conclusions, recommendationsand lessons fronPFIRI operations to inform futurgprogramme
design.Using anixed-method research desigrthis evaluation exercisgasinformed by five lines of
evidence: 1) Desk Review, Ry Informat Interviews (KIlIs), 3) Quantitative Client Survey, 4) Focus
Group Discussion and Bartner/Grantee data that would help understand awareness, access, uptake,
usage and adoption levels amonggrtner organisations aneénd consumers In additin, the
evaluation exercise adoptedgender lensthrough disaggregation girogrammeresults by gender,

to assess thintegration of agender sensitivgrogrammeapproach by PFR. Overall, econsultative

and participabry approach was adopted by evalaas for conducting thefinal evaluation of the
programme

Furthermore, keeping the evaluation requirements in mind, the consultaptdied the standard

criteria for international development evaluatiorrelevance, efficiency, effectivenesgnpact and
sustainability.* Following the theory of change of the intervention being evaluathdse criteria are

further broken dowrthrough an evaluation matrimto sub-questions and verifiable lines of evidence

with the aim of ensuring high quality drrigorous evaluationEvaluation findingasclassified under

these categoriesra presented in Chapter 4 dlie report. The evaluatiordesign is also informed by

/ D't Qa4 3JdzA RSt Ay Sa TF2NJ YSI adzNgs yadsal YelatibhsBipgising S @St 2 L.
contribution & attribution analysis$ Detailed information orthe approach and methodology adopted

for conductingthe evaluation has been presentéd Chapter 3 othis reportand also in Anne@ of

the report.

4 nitially developed by the Development Assistance Committee of the OECD, these have since been adopted by the Uniteuthgitions
b2N¥a FyR {dFyYRFNRA F2NJ S@ltdzZ GAz2y FyR Ay(lS3ninev@iRior ewdluating the Qa 9 O f ¢
results of international development cooperation with rigour, credibility and utility of evaluation results in mind.

5 https://www.cgap.org/sites/default/files/researches/documents/Technicalide MeasuringMarket-DevelopmentOct2017_0.pdf
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Theory ofChange for PFHR

Inputs

Expert consultation with stakeholders to
review PFIP | results and way forward
USD 22.7 million funding from UNCDF,
DFAT, MFAT, EU

Presence in 6 Pacific countries- PNG,
Samoa, Solomon Islands, Tanga, Vanuatu
and Fiji

UNCDF FIPA Staff, Regional Advisor,
In-country financial inclusion experts,
Financial Capacity, Gender, RMF,
microinsurance Specialist(s)

FSPs and TSPs in 6 countries

Central banks and national governments
in & countries

WORKSTREAM 1: FINANCIAL INNOVATION

WORKSTREAM 2: POLICY AND
REGULATION

WORKSTREAM 3: CONSUMER
EMPOWERMENT

Figure3: Theory of Change
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Activities

Outputs

e

-

-

Qutcomes

Governments implement policies that
enable innovation with financially
inclusive solutions

Financial service providers test and then
commercially scale services for mass
market consumers

Governments and financial service
providers empower consumers through
financial literacy and consumer
protection initiatives

Clients access, uptake, use and adopt a
diverse basket of financial products
designed for masses, women and other
vulnerable groups

High level data and research products
drive policy discourse and changes

Objectives

GUIDING STRATEGIC INSTRUMENTS:
* Technical Advisory
+ Human centered design

* Performance Measurement
» Gender Strategy
* Market Research

GUIDING STRATEGIC ALIGNMENT:
+ UN Gender Equality and Econamic
Empowerment (GEEW)
+ 2020 Money Pacific Goals
= UNDAF Pacific sub-region strategy
* Universal Financial Access by 2020 (WBG)
« Financial Inclusion priarities of PICs
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2. Programme Profile

2.1. Programme Description

Pacific Islanaountries (PICs) form not only one of the least developed regions but also the most
underbanked across the globEhe challenges faced by most of the PICs are very similar in nature due
to their location,low population densityJack of resources, a narroexport base, vulnerability to
economic shocks and slow stagnanteconomic growth. Th#Vorld Risk Index 202&hat measures

risks for natural disasters and the resultant iseeconomicvulnerabilities ranks fivdacific Island
countriesamong the top 20 most atisk countries in the world, including Vanuatu and Tonga, which
are ranked first and second respectively. additionto the complexities around macfeconomic
factors and climate related vulnabilities the PICs have very low population densittbat contribute

to the obstacles for business#tat need economies of scale spreadin these countries.

Migration has been a way of life for Pacific islanders and to this day, migration affegsawth and

distribution of Pacific populations. While earlieternational migration was more common, a new

dimension of urbanization, movement from the outer islands or rural areas to the urban centres has

been added in recent times. UNFPA estimateast t16 thousand Pacific Islanders are leaving their

Island countries annualf/Gender equality in PICs is rated low on acceafifow levels of political
NELINBaSyGridA2ysE NBAGNROGAGS tS3IAatl GADBS FoNI YSE 2N
development and poor access k®althcare.These issues shape the mandate of PHIihthe PICs

prompting it to adopt a greater focus on gender and to provide meaningful solattormigrant
populatiors for advancindinancial inclusiorin the region

Againstthis backgound, te first phase of the Pacific Financial Inclusion Programme (PFIP 1) started

in 2008, supported by the United Nations Capital Development Fund (UNCDF), the United Nations
Development Programmed ! b5t 00X FyR (KS 9dzZNRBLISIY | yA2yQa |
Microfinance Framework Programme (EU/ACRAth an objective to achieve greater financial

inclusion in one of the least banked regions in the world, PFIP | had, by the end of 2013, reached

687 620 additional individuals and/or small and micro enterprises in the Pacific Island Countries (PIC)

who had gained access to one or more appropriate financial sefvithe second phase of the Pacific

Financial Inclusion Programme was launched in Julg &§ an operating period of 5 years (2619).

Figure4 below presents the evolution of PR Ngside key results

8 https://weltrisikobericht.de/wp-content/uploads/2019/03/190318_WRR_2018 EN_RZonline_1.pdf
"https://pacific.unfpa.org/sites/default/files/pukpdfiweb 140414 UNFPAPopulationandDevelopmentProRlasificSub
RegionExtendedvlLRv2 0.pdf
8https://pacific.unfpa.org/sites/default/files/pulpdf/web__ 140414 UNFPAPopulationandDevelopmentPreRlasificSub
RegionExtendedvl1LRv2_0.pdf

9 Source- Selfreported as per PFHP RMF document
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Figure4:Evolution of PFIRSeltReported)

Achievements

(September 2018):

2008 2008-14 2014 2017

» Initiated to further + Work in the areas + Continue to+ Program funding increased 2.2 million clients

enrolled with access

financial inclusion of mobile money, workin 3core by USD =26.2 million,

to financial services

in the least banked capacity areas strategic Instruments in

region in  the development of « Greater focus theory of change, Revision 40% of enrolled

world- the Pacific  central  banks, on gender and of workstreams of UNCDF, clients are women

islands. National impact program targets. Working 55% used financial
= Provide Finanecial in synergy with regional products in the last

performance based Inclusion  Task and national plans and in 9o days

grants and Force different  contexts  — 48% '31_131315 were

technical assistance geography and matural active in August

to eligible FSPs disaster ete 2018

Phase I- PFIP Phase II- PFIP

t CLt Qa \2aét8 $@daded® number ofow-income Pacific Islanders who adopt formal
financial servicesPFIP- Il planned toachieve this objective by supportifgSP40 innovate with
products and services for massarket consumerdyelpinggovernments to create an enabling policy
environment for financial innovation, and empowering consumiens example through financial
education initiatives Recogniking that women make up half of the potential consumer base for
financial services providerBFIP aimed tework with its partners t@nsure greater financial access for
women through product design, channels for engagement with geddsggregated reporting.
Based on the above, PFIP Il goals, objectives, oyimudisoutcomes are presented below:

Figure5: Gods of PFIRII

Goal EveryPacificlslanderhas accesso financialservicesresultingin usageand adoption
Thefocusis to alsoimprove outreachto and outcomesfor women usinga genderlens by
promoting productand channelinnovation

Outputs: The programme usesa market developmentapproachto create a conduciveecosystem
through:

The design of the PRIPprogrammewas based on the importance of building an ecosystem that
caters to provision of sustainable financial services in the Pacific region by workirgjaki¢holders

at macro, meso and micro levelmultaneouslyto help market players incubate initiatives thatll

aid and sustain financial services sector growth in the Pacific region.
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Pacific island countries face some unique challenges in advancing financial inclusion because of their
geographic dispersion, remoteness, and small market size. Before PRE’theh¢ was a growing
consensus that financial inclusion needs to be a priority, there were no concrete actiontplans
achieve thign the regionbarring a few sporadic efforts by development aid agencies such as ADB at

a programmatic and implementatidevel To further @mplicak the problem therewas anabsence

of data on access to financial servigesenFINDEX of the World Bank in its last edition of 2017 did

not cover PIQs The capacity constraints of the Central Banks in the relgéue added to the
challenge of designing effective policies for financial incluaimhmeasuring the outcomes thereof

2.2. Brief overview of the policy and institutional context of
PFIP I

PFIPPhaseL L Q& in ¢h2 Bdpas of policyand regulation, financial innovation, and consumer
empowermentcan be better appreciatedgainst the backdrop dhet L gebgpaphical situation and

their policy and institutional contextGeographical andemographideatures also affect the policy
andinstitutional landscape. Central Banks remain the key regulator of financial services in the PICs .
TheReserve Bank of Fiji regulates 90% of the financial system in FijiftvehP&G Ban&versees the

entire financial servicesectorin PNGexceptthe securities marketin smaller countries like Solomon
Islandsthe Central Bank also regulates pension fairithis has also helped create the pathway for
other government agencies and ministries to align their objectives with financial inclusion as an
important strand for thedevelopment.Further evidenceof the importance of financial inclusion to
PIC<omes fronvarious other global and regional initiativesch as thedoption of the Money Pacific

Goals endorsed by theorum Economic Ministers Meeting (FEMM) and South Pacific Central Bank
Governors in 2009. Almost all countries in the Pacific have committetitte &y its key goals to be
achieved by 2020, one of which is to halve the number of Pacific Islanders without access to financial
services.TheAlliance for Financial Inclusion (AFI) has been working with Central Banks of PICs since
2009. All seven membesrof the Pacific Islands member countries have made commitments to the
Maya Declarationglobal and measurable set of commitments by policymakers from developing and
emerging countries to unlock the economic and social potential of 2 billion unbankedepopligh

greater financial inclusion. In 2015, Pacific Islands Financial Inclusion Working Group (PIWG) at AFI
consisting of member Central Banks was renamed as Pacific Islands Regional Initiative (PIRI). PIRI acts
a platform for evolving common vision @rsharing best practices. Considering the geographical
LJISOdzf A NAGASA 2F tL/ax tLwlLQa OdzZNNBRhdlyHji2S0dza A &
and PNGthree of the bigger countries in the region have become members of the Better thah C
Alliance (BTCA) housed at the UNCDF which includes a series of commitments to move towards
digitising payment systems in their economies.

Efforts from various development agencies, goweents and private sector players have facilitated

the developmenbf an enabling environmerior greater financial inclusion in the regiddespite the

policy focus and work by various agencies in the region, the institutional landscape continues to be
characterised byweaknesseshigh exclusion especially in credit and insurance, concentration of
banking outlets in major cities, lopenetration of successfuhgent bankingnodelsand a nascent

digital financeecosystem Figures available fromethand3de Surveysfor four countries visited by

the evaluation team point to these institutional shortcomings in financial inclusion.
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Extremely low pentation of formal financial institutions results in high cost of financial services and
consequenty the exclusion of a large segment. Realising the constraintBridk and morta€bank
branches in a dispersed population context, PICs in recent yeaesde®n an emphasis on agent
banking and mobile phonbased payments. However, both are siilh nascent stage.

Tablel: Select Indicators of Financial Inclusion

Country Population  #Bank Saved at a Loans from a Percentage
Branches/Agents financial financial with Adults

institution in institution in with insurance
past year (%) past year (%)

Fiji* 884,887 69 (126) 37.9% 6.7% 12%

SOf 652,858 15 (167) 17% 3% 7%

PNG* 8,250,000 216 (458) 27% <5% 8.25%

Vanuatu 272,549 35 (agents not known) 27% 9% 5%

*Data source: Demand Side Surveys commissiondHbigl|
**Data sourceNFIS

In sum, it can be said that while financial inclusiondxaseved thecentre stage in policy frameworks
in PICs, the institutional landscape continueb&characterised byegacy issuesuch as economies

of scale, datgquality, technologyadvancement It is expected that with favourable policy in place,
next 35 yearswill be crucial in expanding financial inclusion.

2.3. Current Programme Implementation status

This section presents the programme output indicators across the three workstreams as per the Pro
Doc, Outputs as per PHIFResults Management Framework (RMF) and the progress againsithese
reported by the programmen 31 July 2019The evised ProDoof 2017 has been used in place of

the 2014 document as it has undergone substantial chamgésrespect to measurement framework,
indicators to monitor progress, budgetary allocations, among otfiéwes Bbles below present the
LINZ 3 NJ rapwr@dparformance against targetutput, outcomeandobijectiveindicators Detailed
Tableswith all theproject namesand countrywide progressiave been included irAnnex7.

Table2:Programme Output Metric¥

Indicator Programme Achievement asat
Target Q4 2018t

Better policies, regulationsnd coordinated actions

PICs withFinancial Inclusion strategies 5 5

Digital G2P/P2G projects 3 1

Policy related TA/research delivered 11 11

Knowledge products, policy and regulation 15 21

Deepening financial access

New projects towards: 30 27

Mobile money (5), Branchless banking (&)surance (5),
Microfinance (3), Savings Clubs (1), Remittances (4), Pensior

Number of test projects N/A 14
Projects with segmentation for women 14 11
Knowledge products, financial innovation 10 5

Informed and competent consumers
Financial Education Projects
Consumer Education model tests 3 1

ol
ol

10 As reported by the Pigramme Management Unit

11 Results Management Framework as on Q1 2019; PFIP

14| Page



Final Evaluation Report of Pacific Financial Inclusion Programi?lease |

Consumer protection mechanisms test 2 1
Consumer education models embedded in service delivery 4 2
Number of PICs with FinEd curriculum 3 3

Table3:(Intermediate) Outcome indicators and achievement for PFIP Phase Il

Indicator Programme Achievement Achievement
Target as on Q4 as on Q2
20182 (RMF) 2019 as per
evaluators
Governments implement policies which enabienovations with financially inclusive solutions
Number of active National Financial Inclusion Taskforces 5 5 5
Number of Key Policy commitments 23 21 21
20% of G2P/P2G payments through digital channels 0 0 0
Number of countries with core FI regulatory domair 4 0 0
enabled
Financial Service Providers test and then commercially scale services for mass market consumers
Number of innovations scaled 14 14 14*
Govts and FSPs empower consumers through financial literacy and consumer proténtt@tives
Consumer Empowerment models embedded in servi 4 6 7**
delivery
PICs with FinEd curriculum 3 3 3
Quality of consumer protection mechanisms 0 0 0

*The RMF defines this KPI as projects that have been commissioned to poadkiet/service and not necessarily projects that have been
scaled as an outcome of the project

**The definition as per the RMF is for projects that embed consumer empowerment models. However, as per PADs all prejgpissed
to addressconsumer empowerment. The RMF team could not clarify the difference and the evaluators have used the value as reported by
the RMF

Table4:Long term outcomes/objectives of PFIP Phase Il
Indicator Programme Achievement  Achievement

Target as on Q12019* as on Q2 201¢
as per
evaluators

1.5 million enrolled customers 1,500,000 1,463,857 779,633

50% of enrolled customers (750,000) are women 750,000 585,542 (40%) | 270,910 (35%)

50% of enrolled customers are active 50% Same as
At 30 days 33% reported by the
At 90days 33% RMF

Number of viable business models established | 4 3 1

*Data source: PFIP Quarterly Report,-Q019

2.4. Current Programmeé&inanciabtatus

This sectiondocumentsthe total funding received from various donoby March 2019 and the
position of commitmentsand disbursements thereofBy March 2019, PFFhasell had mobilised
funding of $35.69 million, which includas unspent balance of $2.3 million from PIPRasd. Of the

total committed funding of $35.69 millionAustralianDFAT funding specific to countries aodthe
regionas a wholeaccounted for 56.45%. European Union funding for PNG alone was 19.89% of total
funds andNew ZealandIFAT funding accounted fdr4.39%. Put together, these three sources
account for 90% amobilisedPFIFI fundsup to March, 2019.

2 Results Management Framework as on Q1 2019; PFIP
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Table5: Funds Mobilised by PFHR!S

Funds Mobilised till March 2019

Donors UsSD

DFAT Fiji 6,865,037
DFAT SOL 7,445,277
DFAT Regional 4,749,543
DFAT PNG 1,095,492
MFAT 5,135,997
EU (PNG) 7,100,765
UNDP- RESPAC 590,000
UNDP- CORE 206,241
UNCDF CORE 175,000
PFIP-1 Balance 2,336,370
Total PFIP Funding 35,699,722

Gt 8NRffkeSOKYAO!l €

Expenses against that have two broad
components-a) Indirect costs which refer to
staff costs (both professional and admin
staff), technical assistance provided by PFIP
staff, media, travel and miscellaneous
expenses and b) Grants to institutions and
Techncal Assistance providers. Toiadirect
costs of PFHA, till March 2019 amounted to
$12.05 million or 34% of the funds mobilised.
However, this cannot be fully accounted for
aspurely theadministration cossince theTA
provided by PFIP staff is also part of the head

{ dzLJLfzenrbtaldnBiredd ¢otsORE IPtasl Copedzyiofl &
maintain separate accounts for TA provided by PFIP staff but it was submitted that 70% of

Gt I @ BRPKYROI € { dzLJLJ2 ALTi ¢ S L A2 dnrii & B

for by TAThe ountry-wise split of various Indirect Costs Component wise share
categories of indirect costs is givernn 131290

Annex9. 10.“

Total grants committed to 7.52 7

institutions/agencies and to Tproviders
which includes both firms and individug
consultants till March 2019 was $17.5
million. However, if grants disburse
position is taken into account, the amour

Payroll/ Technical Suppo = Admin = Travel = Media = Misc = GMS

\

is $11.43 million. Table6 below
summarises the position.

Table6:PFIRII Expenses

Figure6: Segregated View of Indirect Cost

PFIPII Expensesill March 2019 In $

Indirect Grants Grants Grants Grants Total of Total of

Costs committed  Disbursed to committed Disbursed for Indirect Indirect
to Institutions/  for TA to TAD Costs plus  Costs Plus
Institutions/ ~ Agencies firms/individu  firms/individu =~ Commitme disburseme
Agencies als als nts nts

G (b) (©) (d) (e) f(atb+d) g (atcte)
4,512,271 3,720,525
12,052,598 13,028,952 7,713,561 29,593,822 23,486,685

*Data source: PFIProgramme Team

Based on the above position, actual expenses till March 2019 were $23.48 million but if commitments

(yet to be disbursed grants) are included it goes up to $29.59 milimrksreamwisecommitments

and disbursements are not available in case of grants for TA to firms and individuals (columns d and e
in the above table) as many TAs are cross cutting across workstreams. However, country wise and

13 Data source: PFPogramme Team
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workstream wise grantsommitmentsand disbursement figures in respect of institutions/agencies

aKz2ga

total commitments | a
Project Commitments and Disbursements (in $ million)

12

10

N

N

2.013
1.67 1.17 1.07
- Hm T
Policy and Regulation Financial Innovation Consumer
Empowerment

602t dzYya o6 FyR O Ay
O2YLI NBR (2

9.85
I 4.98

m Commitments m Disbursements

Figure7: ProjectCommitments& Disbursements

6235
M pii:

ot Sov GKIG GKS
F2N) aLRtAOe |yR wS
emLJ2 ¢ S NI $lghigvierppa

comparison of disbursements

visa-vis commitments shows

weaker performance under

GCAY Ll yOAL Lyyz2@l .
only 50% of committed

amount disbursedby March

2019. The other two
workstreams have  higdr

percentage of disbursements

(82%  under Policy &

Regulation and 91% under

Consumer  Empowerment

Country wise financial
performance under three

workstreams is given iAnnex9. Thus, even ifommitmentsare taken into account, PFfhase lhad

an unspent balance of $6.10 million as of March 2019. However, the work plan ef RFIP01920
mentions that the totadisbursementdad reached $31.04 million by June 2019 leaving a balance of
$4.7 million for 20120. It implies $1.40 million additionebmmitmentsduring ApritJune2019.
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3. Evaluation Approach and Methodology

3.1 Evaluation Approach

The evaluation exercisgasguided by a set of principldisted in Figure8 to successfully achieve the

objectives set during the inceptigghase as well as ithe Terms of Reference for the evaluation. The

overall approaclwasi 2 YI 1S GKS SOITADdzARRE 0! diRA QK XX I2fyA S a
suggestions and recommendations based on fFdPerations to inform future programme design

and apply insights towds strategic and tactical decisions pertaining to the programme

Figure8: Guiding Framework for Evaluation

Utilization Focused Evaluation

Overall, this evaluation exercise usathixed-method research desigfor answering the evaluation
guestions. The qualitative research methods included Key Informant Interviews (KIIs) with
stakehdders and Focus Group Discussions (FGDs) with cléamighe quantitative research method

to understand impacts at the cliergvelincluded client surveys in PNG and Fiji.

Research Design & Sampling Plaihe research design proposed for the quantitative studs
Crosssectionalin nature. The sampling method used for selecting the samples for the galibyved
amulti-stageconvenience samplingechnique.The two levels of stratifications used during sampling
were locationg rural & urban and gender and were used to ensure representativeness of population.
Finally, the samplevasdrawn usinga convenience samplingchnique by the enumerators.

Gender Lenst CLt Q& wSadzZ Ga alyl3SYSyd CNIYSg2N)] a&ada3:
adopted toaddressgender equality and WomenQ &conomic EmpowermenfWEE) in the region.
Hence, the evaluators adopted an approach taceis the gendebased impact of the programme.

In addition,the evaluation aimed to examinéo the extent possiblehe changes of underlying layers

of empowerment resulting in gender parity in the access, usagd adoption of formal financial
servicesby women with the available data for the same.

Theory of Change The Theory of Change, reconstructed by the evaluation team and as included in
Chapter 1 of this report, acted as a guiding force for this final evaluation of PFIRIPThagepresented

in this report has been detailed by the evaluators using the PFIP Phase Il ToC that forms part of the
results management hierarchy tmclude impact metrics that is otherwise not articulatetihe
evaluation team used the ToC tmmplete te results chaingdevelop the evaluation matrix and to
attempt to draw the causal linkages between programme activities, output, outcome and impact.
Overall, gparticipative and inclusiveapproach was adopted by the evaluation team to ensiimat

the evalwation wasflexible and responsive to the nature of interventions in the markets that PFIP
Phasdl is trying to influence.

Evaluation Matrix- Keeping the evaluation requirements in miadd in line with UNCDF evaluation
guidelines the evaluation teamdllowed UNDAC guidelines for programme evaluation and classified
research questions under the categoriesrefevance, efficiency, effectiveness, sustainabiligynd

impact. These include@n attempt to assess programme contribution both direct and indirect
outcomes, intended or not, as attribution incemplexL,JN2 INJ YYS O2y i SEdanbeA 1S (K
challenging. Research questions and related indicators for the programme evaltiatierbeen
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classified under thesevaluationcriteriain Annex8. Overall, the programme evaluation of PFIP
applied the following approaches
1. Adoptionoverallof the UNDAC framework for programme evaluation
2. Developing causal linkages and attributicontribution of PFIP interventiont results seen
3. Evaluaion of market development approach in focus countries R t CLt Q&
4. Estimaton of the heterogeneity of consumelevel impacs ¢ disaggregated by gender and

location

O2y (i NR O ¢

The evaluation team conducted Besk Review, Key Informant Interviews, Quantitative Survey,
Quialitative Survey andnalysed partner datareceived during the field mission phase of evaluatio
asfive lines of evidencefor programme evaluationThe overall rathodological approach to the
evaluation is summarised in Figuddelow. A tabular presentation of lines of evidence is present

Annex 17.

3.3. Method of Analysis

The data collection toolkit employed during the fieldission phase resulted in the caiteon of

guantitative as well as qualitative data/information. The obtained data/information was used for

drawing the evidence as per the Evaluation Maprigsent in Annex 8As discussed iGhapter 1 the

GKS2NE 2F OKIy3IS UNDRC Gi@riafves ceritrd y Y I (1
to the overall evaluation framework presentedrigure9. The data collection tools form the different

lines of evidencdor exploring theevaluationquestionsto evaluate the outcome and impact of PFIP

Il in the programme countriesThe complete flowchart beloin Figure9 represents the evaluation
frameworkand aggregation of lines of evidence which wtksed during the programme evaluation.

Applyinga ToC approach overall, it shoWwshows what levedf results were evaluated,the various

lines of evidencé¢hat were used to generate the evaluation findings drmdv thesedifferent lines of

LINE INJ YYSQa

datawere collated.

At the end of the fielemission phase, the evaluation team proceeded with the compilation of the
country reports attached inAnnex 12 of the report. In addition to presenting countrevel
information,these reports were used to aggregate the findingghetprogramme level.

Input & Activities

Theory of Change

Outputs Outcome & Likely

Evaluation Matrix
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Data Analysis during the final/aluation of PFIRI was doneo answer questionsit three levelsof

the results chainfollowing the evaluation matrix.e. 1) Quantitative Data; Client Survey 2)
Quantitative/Qualitative Datac from FSPs and 3) Qualitative data through Klls and F&Ds
programme stakeholders and beneficiarid®esults obtainedrém the client survey is enclosed in
Annex5 and has been leveraged foontribution analysisin the report, wherever applicable. At the

next level, qualitative/quantitative data obtained from FSPs was used to analyse the performance and
likely sustainabity of the supportedorganisatiors as well asf the producs they developedit was

then compared to the overall performance of the portfolio of FSP to assess the contribution effect. At
the third level, qualitative analysis of the data obtained throu@Dis and KllIs focused on identifying
examples and best practices and aimed to standardise the classification of findings through
substantiation of qualitative statements (e.g. good/bad/satisfactory/rsanisfactory) by examples

and usedattribution & contribution analysisfor the evaluation.Finally, thelimitations of this
evaluationare limited quantitative sample size, absence of baseline data, availability and reliability of
PFIP data and limited ability to determine sustainability of interventions at FSP level. This has been
discussed in detail in Anné8 of the report.
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4. Evaluation Findings

4.1. Relevance

EQ 1- How well designed is the programme to meet its broader objective of enabling acces

financial services to lowncome Pacific Islanders?

1 High performancén driving national, regional and glolsinergies in policy work. Contributic
in making Financial Inclusion a key priofayrespectivegovernmensis commendable.

f I A3IK NBfSGFIyOS 2F GKS LINBINI YYS O2 yRoduR®
Digital finance and Agemianking well suited to the countri€sontext.

I Wide range of partners well suited to tipepogramme designequirement, especially in policy
and financial education workstream.

1 Focus on gender exemplified through outreach numbers in NFIS and perforinasent
agreements under financial innovation; negligible evidence of gefatrrssed products o
channels.

 Focus on Client Protection limited to performareased agreements under financi
innovation workstream.

1 Yy26fSR3IAS alyl3aSYSy i ighdsged ivkh2rgplization NiSnioet3 larn
channels across countries but not commensurate in documentation

4.1.1 Synergy with Global and Regional initiatives
The UNCDRrategic Framework 2018021 aims to support the achievement of Sustainable

Development Goals 1 (No Poverty) and 17 (Partnerships for SDGSs) in Least Developed Countries by
making finance work for inclusion in collaboration with UNDP and other United Nations pariitess

three work streams of PHIP namely policy and regulation, financial innovation and consumer
empowerment take a markded approach to address financial inclusion challenges at policy,
institutions and client level (macnmeso and micro). The empsia of PFHA on digital channels and

introducing innovative products and services is evident, B&RESAn Fiji and its regional expansion

or BIMA in PNG and Fiji or Go Money channel in PNG, Solomon Islands and Samoa. This strategic focus
2y RAIAGIE OKIyySfta y2id 2yfeée FtA3adya ALK ! b/ 5CQ
PICs geographicabatext. 14

PFIRIl has a synergetic relationship with other global and regional initiasuel as PIRI and AFI that

focuson financial iclusiont CLt Q& L3R f AO& |yR NB3IdzZ A2y 62 NJ aidNJ
support to policy makers fastrengthening the digital finance ecosystem is closely aligned with the

annual regional priorities of PIRI. PAIPL Q& 3INJ y 4 (G2 ! CcL (2 SylotS aSt.
scale up their engagement on cross border policy issues is an example of synkryeriinitiatives.

tCLt Aa I YSYOSNI 2F GKS tLwLQa 9ELISNI DNRdzZ) 2y
synergies with other global initiatives evident through its push for PNG, Solomon Islands and Fiji to

signup to the Better than CasRhlliance (BTCA) as well as adoption of Money Pacific Goals by almost

all PICs. A key milestone of Money Pacific Goals is to halve the number of Pacific Islanders without
access to financial services. PFIP also has a working relationshiphevitracificlslands Forum

14 Building on its core competencies, UNCDF pursues innovative finance salbtimrgh: (a)financial inclusion of individuals,
households, and small and meditsized enterprises, with a focus on digital financial services; aridddl)development finance that
works on fiscal decentralization, municipal finance, and structuredeptdinance to promote local economic expansion and climate
change adaptation.
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Secretariat (PIFS), which is a grouping of 14 PICs plus Australia and New Zealand. Itlesel high
forum for the region wherein the Prime Ministers/ Presidents of these countries meet each year to

deliberate on regional priorities. PIFyspreciative of PFIE L Q&4 @2 NJ 2y CAY9RZI 0 dzy |

digitising G2P payments, which fit in with its priorities.

G GKS yriAaz2ylt fS@Stx tCLtQa NBfSOlitgwn&koni 2 (KS

National Financial Inclusion Stegies (NFIS). Stakeholders met by the evaluation team ranging from
Ministries to Donors and Central Banks acknowledged that while financial inclusion was on the agenda
of most countries, the initiatives were fragmented and driven by the individual agehdsach

partner.Thel dzy OK 2F bCL{ | ONRPaa tCLt Qa ¥F2 OdaEndo®ddzy i NR& S:

pathway to achieve financial inclusion and has brought different actors together in achievement of a
common goal. The four countries visitedthg evaluation team had their second round of NFIS with
the help of PFHR, incorporating lessons learnt from the previous period as also incorporating regional
priorities like Money Pacific Goals. The importance of NFIS and the working groups (varied
participation) constituted under it have brought about a unified national vision, often monitored by
the 3 2 @S NY Mighesii e@ecutive officedtor example, Wile in other countries Central Banks

Y2YAG2N] LINEPANBaas Ay = ydz ieddy invoNed in monkoNng and A y A & (0

implementation of the NFIS. PAIPL Q& ¢2NJ] Kl & | faz2 odAftd 2y GKS
partners in the region. The G2P work with the Inland Revenue Department of Solomon Islands builds
on the initial support by Bw Zealand government for tax reforms. Similarly, MiBank in PNG, which
started as a microfinance project-fimanced by ADB and Australian Aid has been supported for solar
home system loans and addcussed agent network under PHIPON the regulatoryide, PFIRI has

worked in alignment with the Central banks towards strengthening the regulatory regime to foster
financial innovation. As an example, Reserve Bank of Fiji is being assisted in developing regulatory
sandbox guidelines to provide scope festing and piloting of innovative financial products.

4.1.2. Demand for Financial Inclusion

As mentionedearlier,the demand for financial inclusion across services, savings, insurance, pension
and creditin the regionremains high. Estimageon extent of exclusion was not available earlier.
Commissioning of Demand Side Surveys (DSS) bil BiRdéBled the policy makers to monitor progress
against an empirical baseline. Even after 6 years of work byl RFIPput together, the DSS reports

till show high levels of financial exclusion. Various studies commissioned unddt & Ishecific
topics have added to anore nuanced understanding about exclusioA. feasibility study on
superannuation products in Vanuatu brought out that 50% of reseoits did not make any provision

for old age. lalsoshowedthat mobile phone ownership in countries except RN&lomon Islands
(62%), Fiji and Vanuatu (80%), PNG (40%) remains high.

The financial innovation workstream of PHlPeflects appreciation ahe demand side gaps and as
suchdigital projects dominate the product suite funded by RREIFEEXclusive digital projects like HFC

Bank Vodafone Integration and Mobile Village Agents in Fiji, Go Money platform of ANZ Bank in the
Solomon Islands, othergjects also have a strong digital component. AFIPQ& g2 NJ 6 A 0 K 2
PNG envisaged redesigning the agent model and customer onboarding through digital @atform
Engagement with Mibank entailed integration of PAg YouGo platform of solar prodtt companies

GAGK aA.lylQa Y20AfS Y2y Se LI I GF2NXappropkae tofF 2 O dza
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iKS O2yGSEG IyR FAda Ay

Bank Account Ownership & Insurance Usage

60%
39% A% 379
1% 25.6% 19% .
0,

2% 7% 3% % 50

Fiji Samoa Solomon PNG Tonga Vanuatu
Islands
m % of population with bank account
Source: Demand Side Survey91516

Figurel0: Bank account ownership & Insurance Usage

gAUK 'b/5CQa aiNXGaS3aIao

global initiatives like AFI.

Insights from Client surveys and FGDs
conducted by the evaluation team also
provide a strong support for the digital
strategy. In Fiji, only 32% of surveyed
clients were aware of any bank
branch/agent near their community.
FGD with WMBL clients in PNG Unght

out that before Mamabank Access
Points (MAPs), they had to spend ~$2.5
on transport to make a banking
transaction. As such, PAIPL Q& F2 Odza
digital and agent banking is highly
relevant.

4.1.3. Nature and Type of Institutions/ Agencies supported

PFIFI has engaged with a range of institutions/ agencies during theyfee period20142019. The
spectrum ranges from Government Ministries to technology companieeex18 has a detailed list

of entities engaged by the programme to create relevaymergies to achieve the desired programme
outcomes. The diversity of institutions/ agencies supported by PFIP fits in with the three workstreams
of PFIAI. The policy work necessitated engagement with the Central Banks and Government

departments, while CLt Qa FAY Il YOAL f

AYYy2@FGA2y 62N] Aa &LN

institutions. The public sector hasnonopoly hold over micrgensions in the PICs and therefore are
a key stakeholder for PFIR while private sector engagement has beprdiverse areas. A positive
feature has been sharing of best practices for adoptiontier countries(more details in the section

on knowledge management).

PFIFI did not adopt the usual process of inviting proposals and selecting partners but foltbeved
practice of having discussions with potential partners and going aheadthdétinterested agencyA

deep dive into the reasons for this unique approach in the Pacific countries is detailedsfiitihency
section. The Project Appraisal Document (PAis discussed and approved by the Investment
Committee and it details the logic of interventions and proposed fundifigematically, under
financial innovationthe focus across countries was on mobile money, pension, insurance and agent
banking. Projed like distribution of solar products, microfinance expansion and smartphone app for

farmers are isolated instances.

4.1.4 Cross Cutting Issues
NFISll in Fiji for the period 2028 n H n

adl dsSa

G¢KS 20SNIft GFNBSG 27

the formally served adult population from 64 percent to 85 percent (by 130,000 adults), of which at

fSrad pn LISNOSyid FNB

RA&FOAEAGASAE | &

62YSy§
-N it BNGlfc? 2018820, \hidi sBtihg the gaa? df 2 milliob C L {

YR KlFa a9YLRgSNYS

additional bank accounts by 2020 stipulates that 50% of it should be women. In this context, efforts
on Gender mainstreaming is evident in thamework design of the different workstreamgolicy,
financial innovation, cosumer empowerment and is adequately represented through the background
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documentsto guide implementation such ashe Performance Based Agreements (PBAS) with the
grantees.

Under financial innovation, there are few projects which are solely focused orewahough it is
more a feature of the institutional focus. SPBD Microfinance, which has exclusively women clients,
was assisted in Solomon Islands for expansion in rural Guadalcanal and western province. Similarly,

22YSyQa aAONR .|yl ifPN®osebup satelita brancmsiciad & Access
Points (MAPs) and through that reach out to 20,000 new clierdi women. Other mainstream
LINpP2SOGa fta2 KF@S | Oft SIFNJ ISYRSNJI O2YLRyYySydod { Lt

is targeed to reach 30,000 unique clients by 2022, out of which 50% have to be wadtogrever, it

is observed that leaving aside exclusive wor@eused interventiong which are few- the gender
strategy does not go much beyond outlining the need for gendergdisgated data in PAD and
placing a target percentage in PBAs. In such cases, the gender outreach reported is not due to any
specific focus of the products or women friendly features and more due to population sample
characteristic.

Agency bankings a wg to reach undesserved populationsvas a dominant theme across financial
innovations under PHP, relevant due to its applicability to the PIC context where bank branches are
concentrated only in a few urban/pedrban areas. Various projects not onijoped agent banking

but also used it as a feature to build synergies with other financial products to indtesagebility of

agency banking. In Fiji, out of 4 operational projects under financial innovation, Mobile Village Agents

of Vodafone and HFGabk had agency banking as the core design. In Solomon Islands, two projects
(ANZ Go Money and Use of Airtime for Payments) are built on agency banking. In order to increase
volumes under Go Money, two additional projects (Digitising School Fees and CuatumiChains)

were supported under PFIR PFIR. L Q&4 Sy 31 3SYSy i 6A0GK GKS bl A2yl f
five main branches to set up five additional smaller branahe&in to agents. PFHPL Qa 62 NJ &6 A
2Sa0L) Oz 22YSyQa a Bl)NBankih BNG arp aisy éxanfplBnaiyentdbanking

emphasis. New strategies were also tested for viability; MiBank is being assisted through setting up of

an innovation lab to test different agent models focussing onagje chain.

4.1.5. Knowlede Management

Knowledge management under PHlRan be seen from two perspectives. First, a dedicated vertical
work stream focused ordistilling and sharingknowledge from various projects. Secondly, the
approach of having feasibility studies in priority areas and working on recommendations coupled with
using tested model from one country to be replicated in another. In terms of first approachl| llP

not have a defined knowledge framewdidr much of the implementation period which is now being
rectified viaa dedicated person hired in late 2018. As of now, knowledge management overlaps with
the communicationswork streamand many knowledge products inhie form of product flyers,
programme brochures, videos, change stories have been produced, extracting information from
programme managers arttle Results Management Framework. The work done by communications
was highly appreciated by the partners and it®sm message videos have been popular with
prospective clients.

The second approach of knowledge management has been highly relevant to the objectives of PFIP
II. A range of knowledge products were funded and products rolled out/being considered asipart of

A scoping study on pensions done by Blue Print Pension Services (BPSS) in Fiji led to engagement with
Fiji National Provident Fund for rolling out a pension product for informal sector. Thbagiroject
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failed to get steam in Fiji, a similar studgshled to a successful pension scheme being launched for

the informal sector in Solomon Islands. Now PFIP is trying to replicate the success in Vanuatu and PNG.
National Superannuation Fund in PNG was assisted in 2019 for testing and piloting a perduoh pro

G! ANRKR {dzLd ¢ F2NI AYF2NXIE 62NJSNEBE Ay GKS | INROdz (
PFIRLLQAa $2N] Ay o0dzyRft SR AyadzaNI yOSod | A3IK 2dzi NBI OK
to expansion of the idea in Vanuatu through FijNB Q& a4 dz0 AA RALF NBE | yOFI NB® [ A
in PNG is also being assisted to offer a bundled insurance product. The ddRESQ & LINR LJ2 & SR
expansion in Vanuatu (Matu), Kiribati and Samoa Ml £ 0 NA RSa 2M-PESEIF{i.Qa & dzLJ
These cases point not only to active knowledge sharing but also making it work in other countries and

can be seen as a case of market development.

In addition, PFlR L Q& 1y 26f SR3IS YIylI3ISYSyld ¢2N] TFdzy RSR A Y
future and review of existing work for midcourse correctionsAn MSME feasibility study in Fiji has

come out with options for addressing the credit gap for small enterprises and is on the policy agenda

of the Reserve Bank of Fiji as wellths Pacific Islands Foru®ecretariatA gudy on G2P payments

by the Central Bank in Solomon Isladsssisted by PHIR has led to engagement witthe Inland

Revenue Department for digitizing five types of taxes. PAIPQa 62 N)] SAGK .yl 27F 1
on a regulatory stdy for supervision of microbanks to balance their financial wellbeing with
development objectives and creation of a Financial Consumer Protection Framework as part of mid

term review of NFIH areexamples from PNG.

This is not an exhaustive list [dilet studies are detailed in the country reportahd also does not
include NFIS document and Demand Side Surveys done in five countries, which have provided the
muchneeded empirical base for monitoring progress. The evaluation is appreciative of the wide
ranging knowledge work done under PHIPwhich spurred policy changes, rolling out of financial
products and market development through replication on a regional scale.

4.2.Efficiency

EQ 2 How well has the programme delivered the expected results?

1 Relatively cosefficient programme with an average cost at UBDBfor every client reached
However, it discounts the work done under Policy and Regulation workstream ofIPE
stronghold ofthe programme.

1 PFIP-I benefited from strong programme management and supervision structure at co
and programme level. dwever, quality of data generated under the Results Managen
Framework was an issue and affected the programme efficiency.

1 Project Appraisal Documents (PAD) were found to be very detailed and efficient in ter
recording performance indicators, distls@ment schedules & conditions, activities and outp
expected from the project.

1 Most of the Mid Term Review recommendations were followed by the programme with
exception of hiring of gender specialist and grant manager

I Quality of technical assistanpeovided by PFIRI staff and TSPs resulted in efficiency gains
the programme.

1 Under the Knowledge Management functiorffi@ency monitoringwas barely adequate bu
found to be high fogeneration of knowledge products ar@mmunicationpractices,that
were appreciatedby stakeholders across programme countries.
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4.2.1 Use of Funds (Cdsffectiveness)

An overall cost per client can be calculated using total money spent by the programme against PFIP
Il outreach. As pefable7 below, theaveragecost per PFIRII client reached is USM9.8. This
calculation considers the total outreach of PHIRt 1,183,228 (product wise highest outreach at any
point of time and not the current outreach) and total programudisbursalat US23.48 millionas on

31 March 2019In casethe current outreach of the programme is taken into account for calculation
the average cost per PHP client reached is USBD.L However, this fails to adequately measure
PFIPL L Qa O 2 aé itdiskoardgihe ofk done uder Policy & Regulation workstreanwhich

has otherwise been highly efftive in supporting the financial inclusion aspirations of the PIC
governmentsn addition toshaping them in the first place.

Table7: ProgrammeExpense Unit Cost

Total Programme Expense (March 2019)  Programme Outreach Per client
cost (USD)
23.48 million 1,183,228(max outreach during programme 19.8
cycle)
23.48 million 779,663 (current outreach) 30.1

Note to read tableg The first roncalculates the per client cost against the maximum outreach of the programme during its
lifecycle while the second row calculates it against the current outreach as observed by evaluators

A total 0f31.04 million USD wammitedby PFIRII till June 2019and the programmavasleft with

a balance of 4.7 million USD in its final year. By March 2019;IPRéldcommited29.59 million USD

and disbursed 23.48 million USWajor categories of expenditure under this were grants under three
workstreans (13.03 million USD), grants for TA (4.51 million USD) and Indirect Cost (12.05 million
USD). Furthermore, Tal8eresents the segregated view of disbursement for the three workstreams.

If only disbursement is considered, 59% of the committed amoungfants to institutions under

three workstreams was disbursed until March 2019.

Table8:Programme ExpenseCommitments and Disbursement

Workstream % of total committed budget % of disbursed amount for
workstream

Policy & Regulatin 15% 83%

Financial Innovation 76% 51%

Consumer Empowerment 9% 91%

Note to read tableg Out of the total committed budget as grants under three workstreams, 15% of the amount was
committed under Policy and Regulation. Of the total committed amount under Policy and Regulation workstream, 83% of the
amount was disbursed.

As mentioned in Chapté, TA provided under PHIRs not broken down as a separatmrkstream;

if that is considered, workstream wise shares might change. Further, until March 2019, total Indirect

costs incurred by the programme was USD 12.05 million, i.e. 41% of the $28i&8, which ighe

total of indirect costs plusommittedproject grants and TAs. Indirect costs include expenses under 6

headsg Payroll/Technical Support (PFIP Staff), Admin, Travel, Media, GMS and Misc. The breakup of
expenses is presented in Figus of Chapter 2. As submitted by the programme team, 70% of the
expensesdzy RENIR &R f t Kk  SOKYAOFf AdzLILI2NIi¢ LRNIAZ2Y 2F Ly
provided to partners by the PFIP staff. Logically taking that as part of program relatecseg@erd

excluding it from Indireatosts, theshare of indirect cost to totalommitmentsof $29.59 million gets

reduced to 21% and this includes 8% GMS.
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4.2.2. Project Formulation

Identification and formulation of projects during PHIRvas efficient and the appraisal documents
clearly describe the intervention logic, justification for funding as well as progress indidatars.
proposals are carefully evaluated by tiwéstmentCommittee team and instances have been noted,
such as for automation of BIMA PNG back end systems in 2018, where the IC team rijected
proposal due to their inability to show sustainability in the long.rBFIRmade decisions based on
three core criteia: 1. That the proposed initiative will create a solution that may have the potential to
benefit a large number of lovincome people; 2. That the solution is operationally feasible and the
implementing entity is capable of developing the solution; andTRBat the solution is eventually
commercially profitable at scale.

Project Appraisal Documents (PAD) were found to be detailed and efficient in terms of recording the
market gaps warranting the need for the project and the project management cycle toediie
implementation and monitoring thereof. Integration of geneaised targets in most of the PADs
strategically fitsinwith PFlR L Q& & ¢Sttt a 20SNIff ! b/5CQa aidN
for efficient project formulation and implemeation for any programme and PHIP rates high on

these parameters. On the budget, PADs clearly identified project activities, budget per activity and
contribution of both PFHA and the implementing partner. This has helped transparently set the
expectaions for PFIRI committed funding. Overall, PFIFI has been highly efficient in terms of

project formulation and the details included in Performance Based Agreements were important in
ensuring that projects undergo the necessary scrutiny before approva

4.2.3. Efficiency of RFA/PBA process

In principle, PFIAI had defined processes for eligibility criteria, yaqgproval process and selection
criteria for collaborating with partners though tke were rarely followed due to operational
complexities and market conditions in PICs. The market is catered by a small number of players and
generating interests via Expression of Interest or RegdestApplication was reported as an
ineffective way of degloping partnerships in the region by the programme team. The evaluation team
concurs with the view. In many cases, PFIP staff supported the organisation in proposal development
using the inputs from the partner organisation. PHIRegularly engaged witlIC members during
proposal development, and they were well informed in advance about developing intervention ideas.
However, the documentation leading to the final approval of an implementation partner does not
compare the selected institution/agency Wwitother market players and establish a clear logic for
preferring one over another. Though in some monopoly cases like Provident Funds, this observation
does not apply.

4.2.4. Programme Management and Supervision

PFIP-1l hasa strong programme managemerand supervision structure iplace, builtupon the
management systems governing REIPhe programme imanagedthrough a regional office at Suva,

Fiji and incountry offices in programme countries. At the highest level, the programme
implementation is werseen by UNCDF HQ to deliberate upon the different financial instruments
deployed in the region, Financial Inclusion Practice Area (FIPA) and UNDP Pacific Centre and has
management arrangements for mullionor participation. The programme coordinationvissted in

the Joint Investment Committee (JIC) which meets annually with investment approvals primarily
granted through emails. Stakeholder consultations dutimg field mission phase recorded regular
deliberations on project approval, programme expend#, reports to donors and close oversight of
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the programme progress and challenges. The evaluation team finds these as positive signs of efficient
programme management and supervision.

PFIPLL Qa Sy 3l 3SY S yajencieshas fbeer larfefy Nidnitédpith a few examples of
initiatives. In PNG it collaborated with UNDP on MiBank Solar loan project which was eventually
shelved due to governance challenges within the partner organizatibrengaged with Disaster
Resilience for Pacific Small Island Depigly States (RESPAC a UNDFRussian Federation
collaboration,duringthe development of bundled insurance product with the ambition of developing
parametric insurance. PFIPhas also worked with UN Women for the implementation of their
Markets4Changerogramme. The collaboration resulted in UNW facilitating commercial banks such
as Westpac Fiji, Bank South Pacific (BSP) in PICs to deliver business education training to women
market vendors. However, as validated by stakeholders such as the UN R&idedinators in PIC,

for PFIFI and other UN agencies to have optimal impact, greater inroads need to be built to facilitate
cross fertilization of ideas between UN agencies and joint implementation efforts.

As made evident by the Back to Office RepoBF¥aR) shared during the inception phase of the
evaluation, the evaluation team recorded evidence of close coordination between the regional team
at Suva and kzountry teamsln the case of PN@glays in securing the country st for Phase I

of PFIFhas also affected efficiency in economising time and resources. The current PNG country lead
was deployed after almost a twyear gap between 2015 and 2017, leading to a significant impact on
the timely commissioning of projects in PNGinally, the proggmme made efficient use of linking
disbursements with achievements with fairly strong decisions made when requisite outcomes were
not recorded for projects and partners (exampl&gi National Provident Fund, Capital Insurance,
Westpac PNG).

Programme moitoring during PFIRI can be considerednly moderately efficient with many of the
partners not reporting on the complete indicator list mandated in the data collection f®IP-I|
relied on selreported data from the partners for reporting and theveas no monitoring system
instituted at the programme level to revietw ensure authenticity and adequate coverage of reported
data. During the fielemission, the evaluation team found the repotis donorsfocusedmore on
programme outputghan on outcomes and impactAnnex 10 includesne of the sample formats for
the data collection tool. The RM advisor confirmed that the partners have been unwilling to report on
many indicators. Evaluators noted during the stakeholder interviews that the Data Collémtibn
used, while comprehensive, is also painstaking to comipikefew stakeholder consultations, donors
expressed their concerround the paucity of outcome and impact level data, suggedtimgan area
of development. Furthermore, they felt additicof outcome/impactdetails in the report will help in
demonstrating the impact of PFIR to decision making authorities within the donor organisations.
The evaluation team concurs withis.

4.2 5. Quality and efficiency of oversight

The planning and nmagement of programme activities by PHIFhas been of high quality and it was
acknowledged by stakeholders across the programme countries. Continued engagement ¢f PFIP
staff was reported by stakeholders across the programme countries and was saeameasssity by

many of the partners, especially policymakers and regulators. The programme governance and

5The Disaster Resilience for Pacific Small Island Developing States (RESPAC) project aims to improve Pacific SIDS resilience
to climaterelated hazards.
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oversight at the regional level was found to be efficient with visits from programme team members
for multiple activities such as communication, lk@ical assistance, programme review.

Fund disbursement for grantees was found largely efficeamttimely with most of the grantees not
expressing any concerns with disbursement. However, in a few cases such as the Ministry of Education
in Fiji, granteegighlighted it as a concern. They reported it as a long process resulting in pulling funds
from its own budget to make FinEd payments. Similarly, in SOI, the pilot for airtime pnajsct
delayed by more than a couple of months as funds were not released $uva office.

4.2 6. Results Management Framework

PFIP Phase Il has a Results Management Framework {RiYli§)designed to capture the highavel

outreach of each PF&upported project. It was revised on the basis of recommendations received

during the midterm review of the programme and designed with quantifiable indicators at output,
outcome and objective leveimed atO | LJG dzNA y 3 LINP IANJ YY S QA& e lhdichhrO i & ¢ K ¢
(KPI) definitions are mostly welkfined for most indicatorgarring a few that are vague or qualitative

in nature. For e.g. Quality of consumer protection mechanisms (no quantifiable measure for
measuring quality), Core financial inclusial2 t A 0& R2YlI Aya Syl of SR 6y2 RST.
2T I OGADS bCL¢tA& oO0y2 RSTFAYAUGUAZY 2F WIOGADBSQO I NB

Targets defined for the indicators identified in RMF were set at the programme level and there were
no countrylevel targets for theprogramme. PFIRI was able to report on most of the indicators,
except 1) % of G2P/P2G payments through a digital channel, 2) Core FI policy domains enabled and
3) Quiality of consumer protection mechanism. The outreach figures reported by FSPs wengéteo

in few cases as they lacked locafibor gendet’ segregation or activity raté$ It impaired the
granularity of outreach data andosequently, the reporting against indicatorénnex 11 includes

the outreach of the programme as reported under RMKtaposing it with evaluators findings.

In each project appraisal document, reporting requirements were clearly mentioned under the section
of Monitoring, Evaluation and Reporting. These metrics included mechanism, timeline, frequency,
scope and resporsility for each of the reporting requirementsied to the dsbursement schedule.
However, as noted during fielshission and during stakeholder consultations, data collection and
reporting was achallenge The efficiency of the RM®& produce desired repds could have been
higher if the data quality and reporting standards were followed. It was further noted that at the
project level, there were no impact evaluation or outcome assessment exercises undertaken.
Evaluatorsare of the viewthat since most pr@cts are pioneering for the financial services sector in
PICs, it is important to factor in a strong M&E component and for such capacities to be built at the
partner level. Overall, Results Management Framework of RRIWasonly moderately efficient
primarily due to data quality from FSPs, absence of impact or outcome assessment exercises and
objectively defined indicators in a few cases

4.27.Quality of Service Delivery

Technical Assistance provided under FFHipported the grantee institutions strengthening their
systems, providing capacituilding support, conducting needs assessment, market research, product
development, financial education curriculum development and conducting training of trainers,

16 e.g. Fijicare,Westpac
17 e.g. Fijicare,Westpac,BIMAiIji
8e.g HFC,Westpac
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development of a viable business model ahekign of alternate delivery channels in line with the
UNCDF maturity model to foster innovation for proof of concept, leverage learnings to unlock private
and public resources and scalp of successful business models. During AFEIPA vasprovided b
grantee institutions at two level®FIP Tearand Technical Service Providers.

The quality of TA provided by PHIffeam was found to be valuable across the programme countries
and was widely appreciated during the stakeholder consultations. A fewm&arof these are Mid
Term Review of NF8 in PNG and SOI, FinEd material developed by-PFiRrticipation in working
groups of NFITs across countries. RFIPQ& FoAf Ade Ay ONRARYy3IAAYy3I ySs
implementation was widely appreciatedyldFSPs, regulators and policymakers across programme
countries®Overall, TA provided by PHIRtaff washighly efficient in generating innovative ideas and
supporting the implementation of those in programme countries.

PFIP-Il also engaged with Teclmail Service Providers (TSPs) regularly for conducting feasibility &
research studies, market research, product/service development, institutional assessments under the
programme. In addition, PFIP also offers additional TA in the form-sfterconsultans to support

the innovation projects. PFHA used UNCDF and UNDP procurement systems, interchangeably, for
recruiting such individuals and agencies for technical assistance. In cases of recruitment through the
UNDP procurement system, delays were repdriduring Klls with PHIP staff in PNG and SOI.
Subsequently, it resulted in a delay in initiating project activities. Life Insurance Corporation Limited
(LICL) and MiBank agocused agent network project in PNG being a few such examples.

Quality of TAthrough TSPs during PFIP was found to be of adequate quality and it was
acknowledged during stakeholder consultations across programme countries. The evaluation team
also observed that in many cases, it has efficiently led to evidbased decisiomaking
development of product or services and an overall increase in operational efficiencies of FSPs. For
example, Micropension research in SOI led to the development of YouSave product, MSME feasibility
study in Fiji has provided RBF with a future roagnm a policy focus area, PHB Development helped
WMBLO 2 2 YSYy Q& aA ONI PNG difitise fhéirvpeiat®ms @and scope out opportunities

for MAP locations. Though LICL in PNG is still waiting for the PFIP consultant, they acknowledged that
GKSe OFryy2i YIGOK WiKS LINRFSaaAzyl f NbioflkseN] | yR
forms the evidence base for highly efficient technical assistance through TSPs durify PFIP

4.2 8. Cros<Cutting Issues

4.28.1. Knowledge Management

PFIRL Lp€farmance with regard to the efficiency of knowledge management activiasceptable

A Knowledge Management Specialigsponsible for documenting and disseminating the learnings
from PFIRII, was appointednly inSeptember 2018. In addition to KM, the specialist also engages in
preparing quarterly reports and annual waukan of PFIRII.

A total of 26 knowledge product8 were developed under Policy and Regulations and Financial
Innovation workstream of PFIRI. Most of these knowledge products were well received by partners
and intensively used in the development of policy and regulations, product/service development
across the programme countries. Demand Side Survey conducted in 5 countries was used for the
dewvelopment of NFISmicro-pension research was used for the development of youSave product in

9 Refer to country reports in Annex 12 for more details
20 Sourcec RMF- Q42018
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SOland for VNPF in Vanuatwsurance guidelinesiere developedfor Fiji and SOI and Mid Term
Review of NFI®as conducted ifPNGand SOl Similarly, Impact Pathwastudy in Fiji, SOl and PNG is
being efficiently used to create inroads into more efficient measurement of project outcomes and
impact at the client levelln a few cases, the timingf commissioning and releasing of knowledge
management projects hdsd to low efficiency. For e.g. Pd#R diagnostic was releasedlyin 2019
towards the end of the programme tenur@nd partners could not make best use of it to realise
programme goals at that point of time. Overahowledge products developed during PHIRvere
found to beuseful in pushing fomsightsbaseddecision making but for many critical programme
areas, particularly for gender, the timing of product commissioning and completion has affected
efficiency of knowledge management activities.

PFIRII also supported training and knowledge sharibg sponsoringoartner staff for courses at the
Boulder Institute, exposure visits and scholarships through Reuben James Summerlin scholarships to
facilitate learning and knowledge transfer within thegion and globally. To foster innovation and
entry of new players in the Pacific, initiatives such as the P#&®EAN Financial Innovation Challenge
conducted in February 2019 have been efficient in creating inroads for new fintech companies to enter
the Pacific market in collaboration with PHIPartners.

As detailed in the sections above, gender, as a erating theme and as a key strand for the

I OKAS@SYSyild 2F ! b/5CQa aidNIXriS3aIAx0 202S00GA0Sa KI &

PHRP-1I architecture. This is made evident by the design of the programme document (prodoc), design
of the three key workstreams, BA& to guide implementation and gendécused knowledge
products such as the POWER diagnostic studies. However, the diagodiés were completed and
released only in mi®019 due to which implementing partners as well PFIP staff could not make
efficient use of the findings to deepen gender specific outcomes for the programme. Similarly, though
there is an effort to streamli@mand collect gender disaggregated data through the data collection tool
and the Results Management Framework (RMF), efficiency in data collection and reporting falls short
of expectation since many parters have not been able to consistently report fdegspecific metrics

(also a function ofiegligible number of gender specific interventions)

4.28.2 Communication

PFIRII recruited a fulkime communication specialist in 2016 with an aim to consolidate its efforts in
engagement with a wider audienagithin and outside Pacific. The specialist worked to document
best practices, videos, impact stories, pamphlets on innovation products and press releases-for PFIP
II. These are regularly published in the quarterly/semmual reports of PFHA. Sociainedia channels

were also leveraged to share programme achievements and news. PFIP has active social media
accounts on Facebook (4278 likes), LinkedIn (124 followers) and Twitter (1302 foRbwEns)
Instagram account was found dormant with no posts y@tith a onemember team, the
communications function at PFHR was found highly efficient in terms of generating higlality
communication and marketing material for the programme with significant contribution to the
knowledge management activities ashv&larketing materials developed for partners generated high
recall about the product/services. In sum, the vertical has efficiently created wider recognition of the
programme within and outside PICs.

2L Figures as of4October,2019.
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4.3. Effectiveness

EQ 3 To what extent is the progrmme on track to increase the capacity of partner organisatio
to deliver good quality and sustainable financial services to laveome populations, particularly
women?

EQ 4- To what extent is theprogrammeon track to influence the broader financial inclusio

system in the countries where it operates?

1 PFIRIl wasmoderately effectivan achieving the desired programme outpusd achieved 7
out of its 14 targets set across tlieree workstreams. It has performed well txhieve targes
set under Policy and Regulation workstreahough therewasa significant gap iachieving
targetsunderthe Financial Innovation and Consuntempowerment workstreams

1 Under the consumer empowerment workstream, FinEd projects in Fiji, SOl and PNG h
found to be highly effective in building a financially literate generation of youth in tl
countries.

1 In spite of g@nderintegration beinga key focus area for PFIPnib, evidence of development ¢
gendersensitive or gender transformatiyiroducts was found during the evaluation.

1 Knowledge managemenwas moderately effective during PFIRIl with research and TA
enabling the development dfnancial inclusion ecosystem in the country. However, effort
documenting and creatingstitutional memory have to be further streamlined especially
cases of projestsuch as BIMANestpac and MiBank Solar loan

I The market demonstration effect ietms of influencing other FSPs in ffregrammecountries
to adopt targeting lowincome households for providing financial servieeslimited to date
in the absence of solutions that have worked at scéleweverthe demonstration effect at
policy level can be classified as highly effective with HFiftaying a central role in polic
landscape across therogrammecountriesnudging towards formalising the financial servic
sector for low income populations

f  With its effectiveprogrammemanagement and approach, PFIPhasSy K| y OS R
comparativeadvantageandpositioningwithin the area of financial inclusion and digital finan
in the region.

The evaluation analysed effectiveness at two levels: (i) effectiss in supporting organisational

change of PFIR-& dzLJLJI2 NIiISR C{ta YR O6AA0 GKS LINRPINIYYSQa
systems through aspects such as policy influence, market demonstration and support to upscaling. In
this section, the déctiveness of programme is analysed with reference to its capacity building of FSPs,
development of alternate delivery channels and business models, delivery dinamtial services,
knowledge management and gendered integration into programmes.

4.3.1.Understanding financial needs and tailored senfice®w-income households

PFIP-II interventions have been found to be effective in helping partner F&R=lop a deep
understanding of financial nee@$ low-income communitiesicross the countriefesign and rotbut

of bundled insurance in Fifanuatu and PNG is one such example. Development of these financial
producty servicedolloweda methodical process hysingtools such as market research, ctsnefit
analysis, Humagentred Desigfor effective designForexample youSave; pension product fothe

informal segment in SOI used HCD principles and was supported through TA by BluePrint Pension
Solutions (BPPS).

Many partner institutions such as SINPF, Vancare, among others had been operating in the Pacific
region for a significant period of time, buidir product basket targeted only the miagnd highincome
segments. In several cases, engagement with A to a better understanding of the bottlenecks
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affecting accesandusageg KA OK & dz0 4SljdzSy it e AYyTFT2NN¥SR mRBIAAA2Y
focused exclusively on women customers, WMBL is overcoming access barriers by leveraging
technology for client acquisition in rural PNG through th®ometric-enabledMAPs by addressing

KYC and access barriefbere has been a realisation of thesting demand for financial services at

the client level, made evident by increased uptake of financial products/ services in the region. This

was further corroborated during the Klls with stakeholders and FGDs with clients during the eountry
missions. @nts reported that they have a better sense of the options available to them and the

overall engagement with FSPs has led to benefits in terms of safety (especially from-ciitatee

hazards, crime), financial management (access to pension produsti, for business in some cases)

and savings on opportunity cost (due to reduced travel time, access to banking points).

However, many FSPs still perceive the-losome segment as an economically unviable segment and

treat their offerings for this segmerats part of their corporate social responsibility. For example, Key
informant Interviews with HFC Bank (Fiji) and ANZ bank{8otgd their interventions under PFIP

LL Fa /{w 62N} YR RARYyQl asSSsS G4kKSasS a I aolftlof
As presented iTable9d below, details of various financial products/services are enclosed for providing

a quick snapshot of products/service rolled out by partner FSPs undedPFIP

Table9: Financial Services/Products developed in 4 countfies

Financial Product/Services Papua New Vanuatu Solomon
Guinea Islands

Payments

Savings

Remittance

Creditincluding microcredit
Insurance/microinsurance
Pension /micrepension

Mobile Money
*Data source: Cross tabulation between RMF classification and primary observations from country mission

Output metrics¢ PFIP-Il mostly achieved its programntargetsas per the information available in
RMF documentPerformance of the programme against each of the output indicators is listdbe in
Chapter 2 of the reportMost of the targets (3 out of 4) under the Policy and Regulations workstream
were achieved by PFIRII. However, 3 out of 4 targets under Financial Innovation workstream and 3
out of 5 targets under Customer Empowerment workstream were not achieved by June 2019.

4.3.2. Development of alternate delivery channels and business models

PFIRII has, through its various interventions, focused on improving alternate channels for banking
given the unique geographical and infrastructure related challenges that define the R\ohile
Financial Services that saw a surge in registrations since 2010, twagnvere first launched in
countries like Fiji and PNG, quicklgund down after the initial uptake with most of the subsequent
usage restricted to mobile phone recharge. PElIEhrough its project commissions has built upon
the work of PFI#? to innovate models around branchless banking, particularly leveraging the existing
MNO outreach. (Vodafon®l-Pesa TVL MVatu, ANZ goMoney), branchless banking (HFC Bank),
biometric-based client acquisition (WMBL) and airtime for payments and satfiags a few examples

V X X V
V \% \% \%
X X X V
\% Vv X \%
\% \% \'% X
X X \% \%
\% \% \'% X

22 PFIRII funded HFC Bank for rallit of agency banking facilities in Fiji while ANZ Bank was funded in SOI for revitalising their goMoney
channelg a USSD based platform for payments & remittance.
By fyySR (2 0S5 LAt 208 R ofkisfimdfdr pagmentdiandisavings2 Nt RQa FANBRG dzal 3
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of PFIAI initiatives. Some of these interventions like Vodaftéesd* have already been scaled
up after a successful pilot phase, while some of them such as aganking with HFC Baftkn Fiji
and ANZ goMoné§ did not yield expected results. PRIPwas able to promote and support such
ideas across countries as was also deeply acknowledged by stakeholders during the Klls.

These new delivery channels developed umdeFIP-II were moderately effective in expanding
access and usage mostly with mixed resultdAPs in PNG is an example of an effective intervention
that expanded the access of financial services in rural are@slGfwith singular focus on womeAn
intervention with HFC Bank in Fiji on the other hand did not yile&ldesired result of enabling
financial inclusion in rural areas of Fiji where despite immense potential through-partiie
relationship between the bank, Vodafone and agent, the clieriissgtem to prefeiM-Pesadespite

higher charges for the latter. BIMA withdrawing its business in Fiji and PNG was a setback-for PFIP
considering the effort and resource invested in it by AFIR had a significant client outreaghboth
thecouri NAS&a gAGK GKS LRGSYOGAlLt G2 RSTAYyS GKS yl aos
exit, not only are the clients again excluded, there is loss of appetite among market players to take up
microinsurance at scale. The airtime project in SOl isoyle¢ rolled out and its effectiveness can only

be assessed after a gestation period. The project design, in principle, is sound and may effectively
deliver financial services in rural areas of SOI.

PFIP-Il was also able to facilitate the convergence pfiblic and private sector playerin the
development of alternate delivery channels and business models. Pilot use of airtime for payments
and savings in SOI is one such example, which brought together private c&tiDs, public sector

¢ SINPF & billerand regulator¢ CBSI in designing and testing the concept. It can be seen as an
excellent example of how PFR has established itself as a laboratory for product and channel
innovation in these PICs and has effectively brought together various mdayetrg to effect last mile
outcomes.

Against a target of development of 4 viable business models by March 2019, #FdBlivered 2.
During the discussion with the Results Management Advisor, it was also noted thatl Pal$ not
been able to identifymetrics to define the indicator for this particular key performance area. For
example FijiCare, one of the projects that has been reported as a viable business riodalomplex
casesince the government mandate to include civil servants and socialneetaipientshasaffected

the commercial viability of the model. Though the portfabogeting thefarmers remais profitable,

the portfolio with civil servants and social welfare recipiehts beenincurring losses.FijiCare in
consultation with the Geernment is trying to limit the deficits by restricting the definition of
dependentsand it is yet to be seen how the viability of the model is affected once the proposed
changes are applied.

A number of the innovation projects involved systems upgrade and integration and the quality of
such deliverables were of a high standawdhich helped ensuredesired results in the fieldFor
example M-Pesa HFC Bank integration was arhiause endeavouleading to coseffective changes

as Vodafone did not need to develop new technology including associated costs such as paying an
external provider for a license or IT support for modification to the systdmtegration of YouSave

24 As of March 2019y1-Pesahas enrolled 149,433 clients out of which 35,715 are women. About 56,037 clients are form rural locations
and it has a total of 197 access points across Fiji. (SeRME document).

250nly211 accounts were opened through agency banking channel at HFC Bank with an average account balance of 198 FJD.

26 Agents and client outreach (coconut farmers) have degrown after end of grant. Agent quality was also found as a keyt domistgain
field-mission phase.
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pension product with NNO platform to facilitate airtime payments is another example where
expansion of YouSave access to rural SOl is expected. In generdl, deleired an etctivestrategy
to leverage existing products/services while designing new ones.

Overall, PFIPIl was largely effective in supporting the development of alternate delivery channels
with its partners in PICs and was successful in expanding financial services through many of them.
Some of them did not yield desired results, though they contributed toettwsystem development

by demonstrating the value of thew-incomesegments as a valuable business proposition at scale.
PFIRIl can be considered moderately effective in development of viable business models. The
progress against the targets was satisfag - considering the operational complexities and business
challenges associated with PICs.

4.3.2.1. Delivery and effectiveness of iimancial services

PFIP1l employed a multipronged approach to deliver financial education across the PlCsade

a concerted effort to integrate a consumer empowerment focus in most of its grants under the
Financial Innovation workstream. Also, it led to integration of Financial Education into the educational
curriculum in 3 of PICs. In total, PHIBupported 4 FirdEprojects across Fiji, SOl and PNG. In Fiji, it
adopted a national approach and supported the integration of Financial Education in the school
curriculum. Under the subationalapproachijt targeted youth at Technical and Vocational Education
and Trainiig (TVEThstitutes in PNG and SOl for the integration of Financial Education into the course
curriculum.

The FinEd project in Rijnder PFIRI washighlyeffectivein adapting tathe changed situation, building
capacities, monitoring resultand eventuallysuccessfulljqanding over the project tthe Ministry of
Education. Therojecteffectivenessvasalsodemonstratedthrough theassessmenof the pilot that
covered 1,400 student$’ The assessmenshowed that studentsvere generally well vesed with the

key concepts of financial education and were responding well to the curricdlbmevaluation team
found the course content and activities under the curriculum to be engaging, which was also
acknowledged by the school teachers leading temadnd for refresher courses.

PFIP supported the piloting of TVET initiatives in SOl and PNG which were furthetupcatetie
regional level. These interventions, timed well for youth that about to enter the workforceare
deemed relevant totheir lifecycle needs in the immediate future and the high acceptance by
participants as well as the implementing agencies alike shows the effectiveness of these projects.
The effectiveness of customer education under financial innovation grants under RFEN&s found

y20 O02YYSyadza2NI 6S 4AG0K { gen doiNgrad\do Yon& Qcdnsuhey 6 A G A 2
empowerment initiatives. In most of the cases, the PADs included a component of customer education
but lacked quantifiable performance indicatokdls with FSPs and rew of operational approach did

not show any evidence of dedicated efforts to build consumer capacities to take informed financial
decisions barring product marketing.

Overall, the effectiveness of PFHA was high for the Financial Education projects the 3
countries¢ Fiji, SOl and PNntegration of financial education into the national curriculum in Fiji can
be classified as highly effective and has aréaching impact. The sufational approach in PNG and
SOl also demonstrates high effectiess with immediate impact. Effectiveness of customer education

ZTAmidi SNY Y2y AdG2NRAY3I 2F AYLESYSyiGlridazy SESNDAAS o
HE? 2F CA2AQa LINRYLF NB | yscticn Sf@eayioRd NE 20K22fa | ONRaa
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initiatives within the Financial Innovation grants was mostly limited and is highlighted by findings from
FGDsacross the 4 countrieis the respective country reports

4.3.2.2 Linkages of FSPs with informal savings groups

PFIP-II supported an initiative with Savings Groups through World Vision in S@ider this pilot,

World Visionformeda total of 73 new savings clubs coveringtal of 1,825 members of which about

55% were womepallunbanked. However, after the successful completion of the pilot, the project
correctlydid not take the next stepo scaleup, since the cosbenefit analysis showed that the impact

of the project & client level was not commensurate with the investment required in terms of funding
(cost of pilot was USD 250,000 for the beneficiary count of 1,825 clients taking the per client cost to
USD 137 vis a vis programme averafjgdSD19.8%.

4.3.3.Responsild financial services

UNCDF integrated Client Protection Principles (CPP) in all the grant agreements as a standard clause
and encouraged its partners to endorse the CPPs. Howevedifficult for the evaluators to assess

how rigorously the FSPs follovdethe client protection principles on the groundThe evaluators

found the detail of product feature disclosute be different across partners. For example, Interest
calculation for savings product such as youSave also followed CPPs. Products suchless bund
insurance and BIMA insurance product had a grievance redressal mechanism and information about
the same was part of the marketing collaterals. However, FGDs in Vanuatu also showed clients
registering their grievance for the lack of transparency inwlag banks like NBVY communicate about
product and transaction pricing. Overall, there is little evidence of partner level disclosure on their
adherence to responsible finance practicaisd the evaluation did not find evidence to support
implementation of CP on ground.

4.3.4. Cros€utting Issues

4.3.4.1 Integration of Gender

PFIP-1l adopted a gendered approach during the implementation phase and aimed to strengthen
partner capacities in reaching out to and serving wom#mough i) Research/Technical Assistance,

i) integrating PBA targets in terms gender disaggregated reporting, iii) ensuring that the partners
develop strategies to reach out to women and iv) continued monitoring of gender targets and advising
FSPs on asdtvement of the same. The demand side survey across PICs (excluding PNG) was effective
in estimating the gender gap in access to financial services in individual countries and provided the
baseline for measuring the progress. Furthermore, it further heliped\NFIS for respective countries

to develop quantifiable gendespecific targets. While evaluating integration of gender by the
programme, it is important to ascertain the development of gensensitive / transformative
products or services and engagembevith partners having a womefocused mission. Evaluators
RARY QO FAYR Fyé SOARSYOS 2F (KS RSO HowNSy(d 27
PFIP-II did engage with multiple womefocused organizations such as WMBL, SPBD, World Vision
across the programme countries albeit through a regular product suite Channel of delivery, especially
as innovated by WMBL has helped solve for access barriers for women which is a positive step towards
improving usage and adoption of financial products bynga. A countnspecific assessment using

the POWER toolkit was conducted in SOI and PNG to understand the barriers faced by women in

28 Sourceg World Vision ProjecClosure Report

29 https://www.uncdf.org/power/homepage
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accessing financial servic&y the end of June 2019, the results were not yet disseminated among
the programme partnerand hence the insights could not be applied to the innovation projects.

Approx 40% of the new customers under PFHR were womerttand 9 projectsagainst a target of

14, report outreach with segmentation for wome#i. PFIPI tracked the gendespecifictargets to
measure the progress and advised partners in achieving the same. Mass market projects with
ambitious outreach targets were expected to contribute significantly towards improving outreach to
women by the programme. However, most masarket pralucts (Vodafon®, BIMA- PNG*
reported limited outreach to women with the exception of BIMA that at its peak (March 2018)
reported 85% outreach to women in Fiji and 80% in PNG.

Overall, PFIRI made concerted efforts in reaching out to women atrilved to bridge the persistent

gender gap in access to financial products and services in PICs. Utilization of results from research such
as POWER study for future programming will be pertinent to ensure a gendered approach and can be
used for the develpment of gender curated products and services.

4.3.4.2. Effectiveness of Knowledge Management

Overall, PFIRII was highly effective in utilizing its knowledge management function to drive
intention to action. DSS, Micrgension research, development oésource books under FinEd
initiatives, savings club manual and focus note on financial products and services are examples of
knowledge products as tools for deepening understandinipwfincomepopulation across the PICs

in a bid to innovate relevant aheffective solutions. At the other end of project implementation, PFIP

-Il commissioned an Impact Pathways study in Fiji, SOl and PNG for stakeholders to gain a better
understanding of how access to financial services leads to the building of overadhiotdisevel in
education, health besides just economic outcon@gnilarly the micropension reports have helped
uncoveropportunities and barriers to comprehensiypension coverage expansiaa the informal

sector where most providers have only been fsitig on providing such services to salaried workers

till date. A significant gap, however, is that the knowledge management efforts did not docus
creating institutional memory for project setbacks and failures, internal and external factors affecting
thereof and strategic changes required going forward. The evaluation team finds this to be a risk area
asunexpected transitions in management and leadership within PFIP may derail the repository of
information and knowledge necessary for the programme effectivenesall these knowledge
products have made a significant contribution to expanding financiaiEs amongst lovincome
households in PICs and contributed to the development of an ecosystem for financial inclusion.
Stakeholders across the domaiggublic & private sector, policymakers and regulators appreciated

the contribution of PFIRI in the feld of knowledge management.

4.3.5. Market demonstration effect
PFIPII has had a limited market demonstration effect to date in terms of influencing other FSPs in the
programme countries to adopt targeting lewcome households and develop custom proti

30 Evaluators findings reports it at 35% as mentioned in the Section 4.4

31 Sourceg PFIP 2019Q1 update

32 Source- RMF PFIRI

33Vodafone had 24% women outreach as of Md&F outreach data. (SourcRMF Document)
34 BIMA-PNG had 29% women outreach as of Ma outreach data (Sourc®&MF Document)
35 Project closure repoftBIMA
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channels for them. Across the programme countries, mainstrean?#&®s been circumspect about
the commercial viability of products/ services targeting the-doaome segment. The evaluation team
RARY QU TFAYR | y& S dielestyh@hdse eofniries2Al thé coudtNG goRtihug B
operate with a small number of market players, and in many cases, their numbers have even shrunk.

For e.g. BIMA closed businesses in Fiji and PNG, ANZ Bank has reduced its number of branches in SOI.

MNOs geerrally shied away from getting into the mobile money market as the perceived ROI is low
and breakeven period is longéf. Hence, they have looked up to PFIP for support as a way to manage/
avert risk.

PFIPLLQa RSY2yaidN) A2y @QabsHi&d@s highlyieffdcivd ak iDmayetl $@@ral Ol y

role inthe policy landscape across the programme countries. Similarly, consumer empowerment
initiatives have found endorsement among relevant stakeholders like the government with
commitment to replicte the model.NFIS prioritized consumer education through the formation of
focused working groups on Consumer Empowerment/ Financial Education and setting quantifiable
targets for increasing financial literacy in the programme countries. These workingsgfoecus on
consumer empowerment measures within the country and bring together FSPs, policymakers,
regulators and donor agencies for policy discussions and channel efforts on consumer empowerment.
In SOI, the provision of equalisation fdffibr the airtime pilot project has been made with that spirit.
Once successful, it is expected that the government may waive off the service tax on airtime to be
used for savings and payments.

4.3.6. Up-scaling and replication
At the wider sectoral levehwing to flexible programme design and active management by UNCDF,
PFIRII successfully engaged with the market. This had a demonstration effect on other developmental

2NBFyA&FGA2ya 62NJAy3 2y GKS AaadsS 27F TFrae yOAl

some such examples. PHIRmplementation experience was also instrumental in providing feedback
on market response to new product/ services and policy reforms. It is creating and opening up
investment avenues for donors in the field of microfinan8®E finance, branchless banking etc. In

t

this regard, it is noteworthy to mention that PRIPL K| & OSNJ I A y fcémpaBayivié | y OS R

advantageandpositioningwithin the area of financial inclusion and digital finance in the region.

4.4 Impact

EQS5 - To what extent is the programme on track to contribute to improved access to finan

products and services for lovncome rural populations?

1 PFIP Il hamade significantcontribution to changes observed iconsumer level awarenes:
accessand usage of financial services. Awareness of financial products remainhiough
there is access to bank accounts, usage and frequency of iskuye There is a significar
difference between men and women ipoth awareness and usage except for agvess
around DBTs and Pensioiswhichwomendemonstratehigherlevel ofawareness.

36 During Klls with HFC BanlFiji and ANZ Bank in SOI, senior leadership of these banks reported the same and treated their work with low
income segments as CSR.

¥5dzNAyYy3 YLL gAGK . Y20AtS Ay {hLXZ AQ ¢! a-evgnpériSdRDuiing Kitivodaforiedn FIRA Ry Qi
similar apprehensions were shared when queried about need of-REiipport for roll out of MM.

38 Equalisation Fund PFIRII has funded 200,000 USD for equalisation of currency and airtime as part of airtime project
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1 PFIP Il has used innovative models to reach othedast mile clientsHowever,thesemodels
are only moderatdy successfuin impacting outreach and uptake éhancial services by lo\
income segments, particularly in rural areas

1 Market level outcomedor policy and regulation workstream of PFIPsuchas NFIS can b
directly attributed to the programme thahas led to formalisation andoverall market
development of financial services sector in the PICs

1 Consumer empowerment initiatives sh@amoderate impact on the awareness levels of clier
asonly some of the initiatives have scaladross the PICs

i Some projects, like BIMA also have had unintenidgehcis both on the market ecosystem an
end consumergProjects likeFiji carealso had unintended positive impdatfacilitating regional
expansiorand adoption bythe government

9 Projects directly responding to consumer needs such as energy solutionsgrido#freas,
products/channels tailored for specific value chains have the potential of higher impact
general mass market products.

This gctionoutlinesthe actual or likely impact of the programme on the broader market and policy

systemsthrough PFIP |support to partner organisations active in these systeaswell as where
relevant, on changes in beneficiari@igrzes that can be dirett or indirectly attributed to the
programme intervention. With respect to the evaluation questions related to the likely impact
achieved by the programme, this section specifically respdodiifferent strands of the following
sub-questions:

44.1. Impact of financial and ndimancial serviceat macro, meso and micro levels

of the ecosystem

At the outset, it igpertinent to recognise that the financial services market in the four countries that
formed part of the evaluation ar at different stages of growth albeit defined by some common
challengesexplained in detail in the introductory chapters of this repdtbwever, each couny is
also different in terms of the stage of market development, especially with respect to fhanc
servicesFor example, @auntries like Vanuatare at fairly nascent stage with their first ever National
Financial Inclusion Strategy launched only in 2018.

The impact of PFIP Il in developing the market ecosystem for financial services has to be seen
through different stages of the results chaiét the output levelthe programmehas been extremely
successful in ensuring that each focus country has a NFIS intipdqeovides a structured policy
pathway towards determined financial inclusion godlkis is attributable to PFIP II, with part of the
attribution also shared with Phase | of the programme which first supported NFIS development for
SOl, Fiji and PN@n immediate outcome of the Nm&s the institutionalisation of National Financial
Inclusion Task Force and working groups to steer policy, implementation and for ensuring due
attention to different strands of financial inclusion work. These are also largely attributable to PFIP 1I
that helped the central banks structure these groups througk NFIS. PFIP is also an active
participant in implementation of the strategy in PICs. The NFIS at the policy level and NFITs and
working groups to steer the implementation of the financial inclusion strategy has led to endorsement
of financial inclusiors a key contributor to the overall economic growth of the respective countries
by the national governments and development agencies alikés has created further interest in
private sector players who are increasingly seeing a better pl#ie} archiecture to support their
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venture into servicing rural, lowmcome pacific islanders from the informal sectdhis has been
further bolstered by PFIP Il through various studies/ TA inputs such as review of the insurance Act,
drafting Consumer Credit Actiji, Regulatory guidelines for Microbanks in PNG, Insurance Act in SOI
and Mid Term Reviews of NFIS in both SOl and PNG.

The Policy and Regulation workstream effectively supported the developmeriinafresial inclusion
ecosystemin PICs. In order to $er innovation and to increase risk appetites of the market
ecosystem, PFP has also put in concerted efforts to curate the concept of regulatory sandbox, thus
allowing for regulators and practitioners alike to test new technology and solutions ie@dé&hancial
services and products outside the ambit of regulatory constraiStsme components of a well
rounded financial inclusion ecosystem that PHIRIid not focus on at policy and regulation level
includedremittances and microcredit both of which have a high need in the region.

PFIRII effectivelypromoted digital financial services PICs through its intervention undée policy

and regulation workstream and has worked thisacrossboth macro and meso level Evidence of

such collaboration was found across the countries.: 1) IntRipugh PFIR. L Qa 62 NJ] 2y RA
payments and dialogue with key ministries led to G2P and P2G payments to become a priority for
G5 A3A G fSOC ik s@ppértedhe developnyent of practice guide of Mobile Money wallets and
digitised G2P payments through its intervention with IRD, 3) In Vanuatu, it provided TA to NBV to
create and implement innovative digital solutidios regional seasonal workerHowever, evaluators

RARY QU FAYR YdzOK SGARSYyOS 2F 62N} R2yS Ay tbbD
expedite digital financial services. None of the TA provided in PNG were in the domain of digital
finance and there was no progress on GZEs paymentslespite it being a key focus area according

to the prodoc Thisseemedpartly a conscious choice as there were other significant interventions on

DFS by other developmental organisations such as IFC in PNG. Nevertheless, absence of G2P/P2G
payments in PNGs an area where PFIP should wodspecially given the inroads built with
practitioners in reaching rural PNG, especially women.

Further, the knowledge management initiatives by PFIP Il led to the recognition of lack of access and
usage offinancial services as a pertinent development problem. For a region that is otherwise
submerged indata darknes® these studiehave been illuminating and provided evidence and a
baseline to measure performance of financial services development efiidrese reports have also
enabled other stakeholders in the market ecosystem such as IMF, IFC and ADB to align themselves
with demand side realities and to accordingly define their engagement with the financial services
sector. Overall, PFHR was effectie in enablinglata-baseddecision making amongst policymakers,
regulators and FSPs in the region.

4.4.2.Contribution of PFIR to build operational models and products for low income
markets

Support by PFIP 1l tanéncial innovationsat the level of FSPwere offered through different
operational models to suit the local context, operational model of the partner and the need to
integrate digital technology in order to achieve outreach to rural and underserved.dngagsuit of

this, projects under PFIP Il have mostly used a hybrid model that deploys technology but is also
assisted by a human interface, such as an agent network, to enable custorheaoting and ongoing
engagement to ensure product usage and atitmp This recognizes the low awareness levels of
consumers across these marketslack of access exacerbated by poor state of infrastructure and
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connectivity with business centeraspecially for the informal sector. For examihe Innovationlab

set yp by PFIP Il forodafone M-Pesahascontributedto the growth in mobilemoneyusers for M-
Pesathrough an agent network including Mobile Village Agents (MVAs) who are mobile and assist
consumers with mobile banking services. Similarly, WMBL in PNGthgs [g&Ps across 5 locations
enabling women to open accounts, transact and access products using biometric authentication. It has
greatly reduced the barriers associated with paperwork and KYC requirements that is ¢figim a
point{ior customers, espeally women. Similar examples could be seen in contexts like Vanuatu where
formal banking services are almost exclusively concentrated in two to three locations across the
country. NBV, has launched branchless banking and mobile money services. The seevadtered
through a network of community agents who reach out to outlying islands with limited digital
connectivity to ensure that the digital solutions are complemented by physical touch points. In order
to circumvent challenges around physical cortivity and the operational expenses thereof, there are

also examples like the airtime project with CBSI in SOI, where consumers can save into their accounts
by using airtime on their phones. While the initiative is still at a pilot stage, it is a greapbxaf
optimizing consumer use cases for nudging behaviour change that may lead to greater financial
resilience through savings. Such business model innovations have also pushed the PFIP partners to look
at the informal sector, especially in rural areasaaviable market.

However, such operational models often involve synergizing strengths of different supply side actors
such as MNOs, banks and agent networks. Projects like BIMA, inspite of achieving significant outreach,
fell apart due to the misalignnm of expectations between the partners. Projects like MiBank Solar
Loan or HFC agency banking in Fiji had inefficiencies such as poor selection of agents and low
understanding of use cases amongst agent as well as end consumer. Hence, while somentddetse
showed great promise in the beginning, there are only a few examples that show long term impact
through a sustainable operational model.

Impact is seen as strongest for projects that address the needs of a sector/client segment rather than
introducing mass _market products and servic€sojects like SolaPayGo respond directly to the
electricity needs of PNG in a context where 85% of the country is stglidff The project, which has

yet to start reporting, has showed traction in the figld observed during FGDs with clients who find
the product to be of high quality with convenient repayment channel through mobile phone top ups.
In addition, it has been especially helpful for women to plan their days better as electricity is now
availableto them in the evenings as well to complete household chores. Children can study using a
reliable source of electricity. Hence, SolaPayGo has the potential to achieve far reaching impact at the
household level to improve productivity as well as overalldveing. Other examples of projects that
respond directly to a pertinent consumer need and therefore have the potential for deeper impact
are the use oM-Pesatowards thedisbursementof educationscholarshigo studentsattendingthe

three Universitiesin Fiji and the use of e-transport card for bus fares launchedin October2017

and LandTransport Authority (LTA)for loadingof travel cards

For impact at the end consumer leveghe RMF for the programme outlines the results chain leading

to the intermediate and longerm outcomes.Overall, the PFIP Il programme has had moderate
impact to date on customer outreach, product uptake, usage and adoptiSist a regional level, as
perthe data collected and validated by the evaluators during the country mission, the programme has
achieved 52% of its outreach targets with 779,633 consumers enrolled into formal financial services

39 Reference tolie programme description section where achievements to date against programme indicators are given
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against a target of 1,500,00Qhis outreach pertains toonsumers who are currently part of the
different financial innovation projects commissioned under AE{PPFIPII RMF reports a higher
outreach figure of 1,463,853wing to the inclusion of projects like BIMA in PNG and Fiji that achieved
significantly high outreach while they were active. However, due to the exit of BIMA from the Pacific
region, there is no insight about the current outreach, if any, being managebeblocal insurance
partner. This development also had an impact on the outreach to women. Calculations by the
evaluation team shows theutreach to women at 35% of the total vis a vis the target of 5lHi& is a
reduction from the 40% outreach to womes reported in the Q1 2019 PFIP report. It should also be
noted that gender disaggregated data is not available for some projects such as FinEd Fiji, FInEd SOI
and especially Fijicare which has a considerable outreach, therefore the reported outreaomenw
does not provide an accurate and comprehensive picture.

Usage and usage frequency at 30 days and 90 days are used as indicaiodtion of financial
services. At the regional levelccording to PFIP monitorintje frequency of usage for bothntie

periods stand at 33%. With only a third of the total outreach using the financial services offered, there
is significant room for improvement to ensure a sustained engagement and benefit from the financial
product/ service for customers and their hous#tis. There have been challenges around partner
interest in recognising the loimcome segment as a viable and serviceable business segment
(WestPac, ANZ SOI). In addition, partner level dynamics have also influenced sustainability of
consumer engagementith the product itself (BIMA, ANZ SOI). Such factors, along with capabilities
around aligning with the consumer ecosystem, has a major bearing on consumer engagement with
products.

To triangulate the regional data reported by PFIP Il and its partnersytiaation team also collected

data through FGDs and quantitative surveys. FGDs were conducted in all the four countries while the
guantitative survey was conducted in two countriésji and PNt All the survey respondents are
customers for PFIP Il padrs {odafone, Sugarcane Growers Fund, BIMA, Fijicare, HFC Bank,
WestpacMiBank, TVETPNG)Below are some highlights from tlggiantitative survey across the two
countries and the household areas by rural and urban.

To understand the impact of PFIP imitives at a client level, data around client awareness and
product usage from the guantitative survey collected as part of the evaluation, has been presented
in TableslOand 11. The evaluation found it challenging to mdipectly the attribution of consimer

level insights to PHP since different aid agencies have been working in the region with a focus on
improving financial service$loreover, there is ngroject level baseline and endline data that can
inform changes attributable to the projectoattempt to rectify this, bygleaning insights from the
guantitative and qualitative surveys conducted as part of the evaluatibe following is the

S g t dattendtNdslibw the degrees of attribution and contribution of consumer levedreness

and product uptake, usage to PFIP Phase Il projects. To delineate attribution and contribution, the
following legends have been used:

4%1n order to corroborate this data further, results against the customer level indicators have been calculated by triaménflatination

obtained throughKlls, data reported by partners on the Data Collection Tool (DCT) and discussion with partners and PFIP staff on the current
status of the projects, including for those that have been concluded. In cases where data with RMF did not match, thestakeatised

the primary data collected from partners for analysis.

41 Details of the survey spread and coverage can be found in Annex 5. Tools used for the FGD and the quantitative surf@yndain be

Annex 4.
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Attribution to PFIP I Partly attributable to PFIP Contribution by PFIF |NiEEORDUNOMONAHDULON

As shown in Tabl&0, the awareness levels for products like Pension and Insurance have been found
to be high among survey respondents. It is important to note that there are very few FSPs reaching
out to low income segmentand products like bundled insurance products offered by Fijicare and
BIMA helped reach first generation users of insurance products among the low income, informal
sector. However, in SOI and Vanuatu, the FGD patrticipants, primarily from the informa] skoteed

a low awareness of insurance products. For persitite evaluators do not find the awareness levels
attributable to PFIP Il since the FNPF product in Fiji did not take off and respondents from PNG, while
aware of pension conceptually, have notoeoffered a pension product through any PFIP supported
project. By the time the country mission by the evaluators was completed, NASFUND in PNG was yet
to start its operations. The FGDs in SOl and Vanuatu revealed a very high awareness about pension
products directly attributable to the outreach efforts made by SINPF and VNPF respectively. Similarly,
P2P payments afforded through the various mobile money initiatives unded IRFIBoth Fiji and PNG

have a high degree of attribution to PFIP both in teohsawareness and usage. Awareness around
credit products is relatively low since only a few FSPs, supported by PFIP, offer credit products.

Even in terms of access and reported usage, ownership of and transactions through bank accounts can
only be seen aa contribution of PFIP, since it supported projects that involved banking transactions
like Westpac, HFC, MiBank and Vodaft®ESAHowever, since a large part of the quantitative
survey respondents (49%) were salaried individuals, the survey sampleasepresentative sample

of clients served by PFIP, and there is a fair chance that the respondents already had an exposure to
banking services. For rural areas however, the attribution is stronger for PFIP initiatives since most of
these locations rema unserved by formal banking services outsides of initiatives like PFIP Il. Usage
of credit and DBTs cannot be attributed or seen as a contribution of PFIP 1l since these products were
not offered under the projects commissioned by PFIP.

Tablel0:Awareness levels recorded for PFIP partner outreach

Product Rural ‘Urban Male ‘Female Total

Pension 65% 71% 68% 69% 69%
Insurance 2% 84% 87% 2% 79%
Direct Benefit Transfers 43% 58% 48% 57% 53%
Micro credit 54% 41% 56% 37% 46%
P2PPayments 35% 51% 49% 41% 45%
Remittances 54% 42% 52% 41% 47%
Awareness of banking agent in neighbourhood | 33% 14% 22% 24% 21%

*Data source: Primary data collection from the quantitative surveys in Fiji and PNG

Tablel1:Product usage and adopticn

Access, usage and adoption indicators Rural Urban Male Female Total
Own a bank account 65% | 75% 75% | 69% 2%
Have personal ATM/debit card 63% | 73% 71% | 68% 69%
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Used ATM card/debit card in the lag®0 days 35% | 55% 49% | 47% 48%
Deposited into account in the last 12 months 48% | 66% 62% | 57% 60%
Withdrawal from account in last 12 months 50% | 67% 62% | 60% 61%
Used insurance in the last 90 days 6% 7% 5% 4% 6%

Used P2P payment services in the last@dys 11% | 25% 27% | 13% 20%

Credit used in last 90 days

Direct Benefit Transfers used in last 90 days

Utility payments made using digital means in last 90 day{ 37% | 47% 52% | 35% 44%

*Data source: Primary datollection from the quantitative surveys in Fiji and PNG

In terms of consumer empowermentlient surveys across Fiji and PNG showed that only 44% of
clients have any knowledge source for financial service and only 46% of clients are aware of any
grievance redressal mechanism at the FSPs. Furthermore, only 53% of clients felt confident about
comparing different financial products and 81% of the total clients felt choosing between FSPs was a
stressful experience. In general, indicators of consun@p@verment fared poorly in rural areas.

Figurell: Indicators of Consumer Empowerment (Source QuantitaBugvey)y

Indicators for Consumer Empowerment

24%
Awareness grievance redressal system————————————— 46

78%
Feels treated with respect by FSRemss s —————eeseessss—— 680/
e 5704
Feels FSPs listen to their needs and responcs—————————— 570/
e 590,
Understands consumer rights e 7 3%,
e 310

Understands risks of borrowin g ———————eeeeeessss———| 3900
s /094
Selection confidence FS Product/Servic s | 63%
e 5304
Financial Services Information source awarengssm———————— 440

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

*Data source: Primary data collection from the quantitative surveys in Fiji and PNG
Overall, at the client level, changes through the results chain can only be mapped for a very linear

pathway due to the paucity of data and absence efiépth impact studies commissioned either by

PFIP or conducted internally for the projects by the parsnthemselvesThere have been attempts

to analyse partner level data as reported in the Impact Pathways project conducted jointly By PFIP

and BFA? For example, anonymized data for Vodafone Fiji showed that of the 27% of consumers that
were active posregistration, 28% did MANAGE (stretch money over a short term), 33% did GET
(receive a payment), 35% did PAY (utility payments, P2P) and 36% did PROTECT (retain some money
over a period of time) over a one year period. In addition, 88% of active VodBfsvieisers reported

42 Pathways to a better life: The intricate role of digital finance in reaching SDGs; PFIP and BFA; February 2019
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that they now have a greater number of people they can ask for emergency funds compared to the
number they could ask before they used mobile mongyis has helped understand the potential of
financial services beyond just immediate useses to overall impact on financial and overall well
being. Evidence for financial services to create one or more development impact(s), especially leading
towards, if not the achievement of other SDGs cannot be discounted and should ideally be enabled
through effective data collectiontegration of impact assessments and M&E plan at partner level
would help programmes like PHPhase 1l to be able to map the different impact pathways
indicate, even early in the product cycle, how customers are ubmgervice and what benefits they

are receiving; critical information for service providers to tweak and adapt their value proposition to
low income clients. In this way, it can become a strategic tool for financial institutions to provide their
customes with all the benefits that are possible, as well as a tool with which donors supporting those
institutions to see where their strategies are paying off. Ultimately, this puts the impact on the
customers at the centre of the strategies for both.

4.4.3 Unintended Impact

While following theprogrammeperformance against the programme design, the evaluation also
looked at the unintended impact at the client level. The most important is the impact of withdrawal
of BIMA from the Pacific region. The projachieved significant scale in Fiji and PNG with an outreach
to 323,314 Pacific islanders of which 51% were wofidf#owever, because of the sudden exit,
consumers holding the insurance policy had little recourse to seek information on how to further
engagewith the product, claims, renewals, among others. This leads to long term ramifications such
as distrust towards the product and channel used since the premiums were paid through Digicel
mobile topups.The project also had an impact on the market ecosysfer insurancesince BIMA

was celebrated for its audacious outreach to first generation users of insurance products. As noted in
0KS YARGSNY NBGASSG 2F bCL{ LL FT2NJtbDX adzy OSNI I ;
has led to increased riskversion among other insurance industry players with regards to testing
AYY20F 0ABS LINPRdzOGA YR RSt AOBSNE OKIyySftaoné

The evaluators could also map the unintended impact of management churn within partner
organisations on the health of the PFIP supportegjguts. Examples like Westpac in PNG where the
bank had received one of the largest grants made by PFIP Phase Il (USD 1.5 million) had to be
terminated prematurely because of change in management and the resultant shift in organizational
focus.

One of the important positive unintended impact of the programme is the success of Fijicare and how
quickly the government adopted the product as part of its welfare offering for employees in the
government service. While sustainability of a project is always malds outcome, the turnaround

for Fijicare was accelerated because of the performance of the product, its reception by end
consumers and the sharing of progress made through active communication.

4.5 Sustainability

EQ6 - To what extentare the programmeresults likely to be sustainable?

“RMF PFIP Phase Il
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1 On the policy front, the programme interventions have been found to be highly sustail
through the institutionalization of NFIS in countries where PFIP Phase Il is operational

I On the financial innovation front, the pgpamme shows low sustainability with only about 1(
of total projects (Fijicare and SINPF) showcasing any evidence of financial sustainability |
by end of programme. 20% of projects have only been recently commissioned and can
evaluated in thisirea

1 PFIRI inputs around TA has played a key role in securing buy in from partners and er
professional rigor in offering financial services through innovative operational models

1 Consumer empowerment initiatives have been moderately successfuhlbweth high succes:
rates noted for curriculum integration for schools and TVET programmes. Initiatives a
embedding consumer education through FSPs are few and far between, thereby discot
any analysis around the sustainability thereof.

Sustainability is concerned with measuring whether the benefits of an activity are likely to continue
after donor funding has been withdrawn. Projects need to be environmentally as well as financially
sustainable

Given tre unique PlContext, not only isachieving sustainability a challenge but predicting growth
over the duration of a project is also difficult due to the several externalities weighing upon the success
of a project in the region.

On the policy front, PFRI has created a strong and sustable framework to supporfinancial
inclusionefforts through the NFIS for five countries. Of these, through-RANFIS has beenpdated

for three countries, launched for the first time in two countries and a comprehensive midterm review
has been condcted for NFIS in two countries. Institutionalization of NFITs to support the policy level
work and to steer the discussion and implementation in the financial inclusion space has ensured that
the guidelines in the strategy are realized into action. Furtlemain specific working groupsve
ensured buyin from public and private sector entities that have an interest in the financial services
sector. Bringing together of stakeholders through these working groups has also given an opportunity
to participarts to discuss policy level changes that are key to keep the market agile especially in a
guest to serve the lovincome segmentfrom the informal sector. TA inputs provided under RHFIP
have offeredspecialized input$o the efforts that are being made hyentral banks and other apex
institutions to ensure a strong working environment and market ecosystem for financial inclusion
Fecific components such as insurance, superannuation funds and entities like microbanks that can
drive financial inclusiowere supported through technical assistandeor donors like DFATthis has

also been one of the strongest outcomes of the programme.

4.5.1.FSP sustainability to supply financial services to low income households

On the financial innovation front, the evidence points to moderate performance on the sustainability

of the different projects that have been supported under PFIP Phdsehbuld be noted that of the

27 projects mapped as per the PFIP Phase Il RMF,dl@& projects have been signed only in 2019

and have not started reporting or have been significantly delayed in starting their operati@fthe
remaining 80% of projects, Fijicare in Fiji and SINPF in SOI have shown scale and performance for their
projects to be called sustainable. In the case of Fijicare Insurance, the numbers have swelled due to

4“Klls with DFAT represettives in PFIP focus countries
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32 @SNy VYSyiQa RSOAarzy (G2 SEGSYR O20SNI3IS G2 Ada
outs have led to losses in the current year even withiaiking into account the operational costs to

run this scheme. In collaboration with the government, Fiji Care is putting in measures to limit the pay
outs by redefining beneficiaries. But it is a work in progress and the current scenario points to
sustaindility issues in a projethat has otherwise generated significant volume of outreach numbers.

In the case of SINPF in Stbé product YouSaveds expectedto break even during the 4" year of
intervention, and the currentuptakeof the productisverypromising and efforts are on to replicate it

in Vanuatuand PNG.Addition of airtime channelfor uptake (if implemented) wilkaid the uptake and
shorten the runway to realise the viability period of @duct. Vodafoné-PESAupported under PFIP

| has achieved high scale (339,768) undersRREIR] is also expanding to three other countriestther

the use of MVAs to deepen outreach in rural areas, first piloted usinglPgidht is now being scaled

up by Vodafone withouany external supportAmong some of the newer projects, WMBL in PNG has
shown great promise and since the roll out ofM#&Psproject earlier in 2019, the project has already
achieved over 55% of its outreach targets and has mobilised funds commensuogiert up a credit

line for its consumers. Similarly, SolaPayGo in PNG has achieved success in rolling out the solar home
solution unit and feels confident about breaking even by the second year of its operations at the
most* Prominent among the remainingartners are Westpac and BIMA (in both Fiji and PNG) that
either shut down their operations or could not sustain operations. Agent banking projects, HFC bank
in Fiji and Go Money Channel of ANZ Bar&Oishow serious lack of belief in financial sustditity

among top management of both banks, casting doubts over their sustainability beyond project phase.
Overall, in terms of financial sustainability, most projects have not been able to pass through all the
stages of UNCI@# maturity model at a level afcale that can confidently peg them as lelegm
sustainable models.

45.2. Extent of PFHR contribution to improve institutional and operational capacities
of implementing partners

On the policy front, TA provided towards the drafting of NFIS and thilterm reviews of NFIS in

PNG and SOI have been appreciated deeply by the central bank and other stakeholderse have

lent a critical lens through which financial services can be viewed and the progress mapped for each
country. The role of TA provideédrough knowledge products such as Demand Side Surveys have also
played a groundbreaking role in establishing baselines for these countries through empirical evidence
and has bolstered the efforts to institutionalize measurement frameworks for financialsion as a
nationwide project.

One of the important inputs provided by PHIPis deep technical expertise in the financial services

space. TA was provided to many partners through the programme duration to administer the
innovation hub for projects, to provide technical guidance to set up digital platforms for consumer
engagement and process-engineering, digitization of systems, use of H@bxcjples for product and

engagement design, among others. The PADs also call for management level recruitments to execute

the project requirements and to build institutional experience and knowledge in order to continue the

project mandate sustainablyeye I FGSNJ t CLt Qa Sy 3F3SYSyid Aa 02y Of
the strongest offerings by PFIP Phase Il and has been appreciated by different groups of stakeholders.

On the FSP front, the fintech challenge hosted by PFIP earlier in 2019 has beeratggbiscNBV in

4SKII with SolaPayGo management
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Vanuatu and KINA bank in PNG for the technical rigor brought in by the fintech companies and the

value proposition thereof. Similarly, TA provided by B&RIPinbox Solutiorthrough micrepension
studiesallowed SINPH SOI, VNPF in Vaatu and NASFUND in P&Galign its product offering for

GKS AYF2NX¥IET YR NUz2NIt aSOG2NIAYy | @SNE &adz00Saa¥
for the institutionalization of the MAPS that is already making for a successful story. Howwrer, t

have also been examples like the case of Westpac in PNG, the conclusion of the TA support provided

by a longterm consultant was one of the reasons why the project did not carry on. This has shown

that management intent from the partner organizatioh,! O2y adzZ GFydQa oAt AGe
institutionalize technical expertise are some of the important factors determining sustainability of

such efforts.

Further, PFIRI has fostered an environment for innovation in the sector through concepts sash
regulatory sandboxedo enable partners to think out of the box and try solutions to maximize
outreach to the last mile consumers. While the ecosystem for experimentation has been afforded
through PFIP support, the sustainability of such efforts willstvhen partners would be empowered
with skills to carry on such work on their own merit by actively participating in the market and by
continuing to recognize the loomcome segments as a viable consumer base.

For consumer empowerment, TA inputs from BX31ave helped shape the FinED content suited for
integration into TVET courses in PN&nce the TVET programme focuses on improving job readiness

of youth through skilling programmes, the juxtaposition of financial education at this important
juncture imgoves the chances of application of knowledge gained in day to day lives as these youth
join the workforce. This immediate application to context is an important factor affecting the
sustainability of the programme which is now being adopted by differeovipcial governments in

PNG. Similarly, TA received towards content creation for FinED curriculum in SOI and Fiji have been
deeply appreciated by stakeholders including school teachers who the evaluation team met with. The
sustainability of FinEd work iRiji is clear with Ministry of Education taking full ownership of the
project.

45.3. Sustainability of products and services in serving the needswahcome
populations, particularly for women and particularly in rural areas

In terms of financial products and their sustainability in the Pacific context, products and services that
respond to immediate need of consumers and enable them to latch on, leads to higher adoption.

{ dz00S&aaFdA SEI YydiSae pradded) ¥ | 1T 2 vgBillansilage\gents allowing for
consumers to tap mobile agents, WMBL through ti@&Psallowing women microentrepreneurs an

easy access to banking services through simple biometric onboarding process, SolaPayGo offering
quality energy solutios in offgrid areas are some of the projects that have optimised client needs
and have therefore experienced success. Examples like these have shown the formal banking services
is not important on its own unless it helps solve a life need such as acesdsstticityfor a population

that is primarily off grid. Similarly, savings will only be important if clients know that their money will
grow in the bank account or can be leveraged for taking out loans at time of need through easy means.
Also, transactios will only be possible if it is meaningfully entwined with the day to day transactions

of pacific islanders such as to receive funds for their produce or to pay off vendors or to make utility
payments. This is the reason why there is a need to shift &pgroach where sector specific solutions

are derived that work on optimising forward, backward linkages in a value chain such as cacao, coffee,
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coconut farmingand other relevant agri and neagri sectorsallowing all actors to engage with the
financialproducts.

In terms of sustainability of intent and interest to continue developing products for low income
segments, it is important for the different stakeholders, most importantly the implementing
partners themselves to view the low income, informal segnts as a viable consumer base and not
simply as their social responsibility as some partners reported during Kllsis issue around
management attitude has led to premature conclusion of some projects and while others have not
been able to take off onc@FIP support in the form of TA or grant was withdrawn. The evaluators
strongly feel that the partnerships should be fostered with entities that share or aspire to develop
sensibilities around working with informal sector and has a working knowledge dbheuharket.
Partners such as Vancare, Telecom Vanuatu Ltd. (TVL) that the evaluators met with also reported as
not having much insight into the informal sectdhe bottlenecks and triggers that define financial
behavioursof low-incomesegments, and theiwillingness to understand the market in more depth.
While this is true, even the information that is available, especially through efforts puts in bi{{,PFIP

is known by only a few staff members in the partner organizatand is not part of the institiional
knowledge base. This is one of the reasons why only a few projects have had any success in reaching
out to women and understanding their importance as a customer segment. With a mass market
approach, it is not very surprising that most projects unB&IFI do not fare very well in terms of

their outreach to women. Educating partners using knowledge products like DSS #ERPo
diagnostic studies can go a long way to create a-imfdrmed supply side that can help reverse the

2F G 2L SR pivach lehdiRPtassyisthindblelengagement and business models.

4.5.4. Sustainability of consumer empowerment initiatives

The sustainability of the consumer empowerment initiatives can be seen through two lenses. The first
is the policy level work to bolstéine consumer protection framework and the resultant incorporation

of such measures in the implementation practices of the various players in the market. Evidence from
secondary literature review shows that integrating consumer protection measures helfs bu
sustainable businesses in the financial services sétthile most of the NF& touch upon the need

for integrating consumer protection guidelines, there are not many examples of countriemeiél
lawdframeworks that can for a strichdherence and compliance to such guidelines. In Fiji,-IPFIP
provided TA tdhe Ministry of Industry, Trade & Touristm propose amendments to the Consumer
Credit Act but there is no clarity on how strongly will it integrate consumer protection. The letiger

for ensuring sustainability is @mformeddéengagement of clients with financial services, products and
their providers. Most PADs have incorporated a component of consumer education however, the only
evidence found in the field, especially throug&Ds was of product marketing. The evaluators did not
get access to any structured financial education content that the practitioners may be using in the
field. Sustainability from the perspective of consumer engagement gets affected in such a case, since
consumers have little knowledge about making informed choices (vastly different from getting
convinced about a product through a marketing pitch), recourse in case of any bad experiences
(instead of becoming dormant and cease to enjoy benefits of the p)dund hierarchy for grievance
redressal. This is an important gap in the current programme design and should be addressed in the
subsequent phases of PFIP.

46 hitps://blogs.adb.org/blog/microfinancénstitutionsmustenhanceclient-protection-better-serveclients
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Overall the sustainability of the PHIRrogramme interventions is still work jimogress. Commercial

and business viability is a strong consideration in the programme design and in the choice of partners
that are mostly forprofit, commercially strong organisations with a pan national presence. However,
given the challenges in the RI@e traditional outreach for most of these entities are predictably in a
few urban or perurban pockets and it is PHIPthat is helping them push their boundaries to reach

low income populations, especially women, particularly from the informal se@6tAl has also
driven sustainability by ensuring partnércontribution to the project development and
implementation instead of simply subsiding costs through grants leading to an urgency among many
partners to move beyond just proof of concept. Thoatibution of PFIRI in creating a momentum

to create rigor and continuity in the market ecosystem for financial services in the PIC cannot be
discounted even though there are areas across the workstreams that still need interventions before
the market brces entirely take over in the region.
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5. Conclusiosand Recommendation

5.1.Conclusios

PFIP Il has developed a wedifined approach to achieve its overall objectives through three
workstreams Policy and regulationFinancial Innovation and Consumer Empowerment. The
workstreams clearly map the intent of the programme to work at macro, meso and micro levels to
bolster the market ecosystem for financial inclusion in the PICs.

The performance of PFIP Il can be seen mpesdinently at the macro levelhere the programme has
worked to ensure a strong policy framework for the various market playemsngage with. The
programmehas shown high levels of performance in driving naipregional and global synergies in
ensurig relevant, efficient, effective and impactful outcomes in strengthening the policy framework
for financial inclusion in the P1Gsghis has provided the first nudge required for the market ecosystem

to work effectively in a wellegulated manner, especlglin a region like the Pacific that is ecologically,
socially and economically diverse with many unique challenges acting upon the growth of businesses
in the region. The NFIS and the targets set by national governments and central banks towards the
achievement of financial inclusion has also encouraged the evaluation of current legal entities and
their ability to serve the lowncome segments through sustainable business models in their current
form. PFIRI has also helped in review of such ancillaryslamd frameworks such as the Insurance

Act in Fiji, regulatory framework for microbanks in PNG, to help strengthen and provide more
regulatory room for different entities to serve last mile consumers more effectively-IPR#3 also
conducted the mieterm review of NFIS in SOl and PNG and are seen by central banks as a critical
stakeholder to provide technical guidance in the steering and implementation of the NFIS and its goals.
PFIP countrevel staff are also members of the different working group thave been constituted

by the NFIT to steer the policy and implementation discourse in financial inclusion and allied activities.
The institutionalization of NFIS and subsequently of NFIT in the PICs has also helped align other
national priorities aroundd 2 f a8 G SNAyYy 3 2F aSOG2NBR € A1S I IANROdZ G d;
financial inclusion as the pathway and means to achieve ends that go beyosddome segments
accessing formal financial services.

The macro level intervention around policy strengtimnhas also led to changes at the meso level

with the foray of larger financial entities like commercial banks, insurance companies, superannuation

funds and Mobile Network Operators to test waters in the financial inclusion space and understand

the dynanics therein. Pogrammeinputs have been found to be highly relevéad2 y a A RSNA Yy 3 (G KS
financial inclusion landsca@ad thereby the dcus onDFSand agent bankinghat has been found to

be well suited to the countrie@ontext. The financial innovatioworkstream facilitated the testing of

new products, solutions and channels through the Innovation Hub by supplying FSPs with expert TA

to bring in professional rigor. While this is work in progress with business models yet to show scale,

the increase inhe participation of a diverse set of actors in the financial inclusion space has led to

more agility in the market while also giving it a competitive edge-PRIRQa NX adzZ Ga |t a2 &l
lessons about cases like BIMA, Westpac, ANZ SOI, Mimaphava partnership around project
management, effectiveness, impact and sustainability of solution being implemented over the long

run. Success of projects like Fijicare in Fiji and SINPF in SOI have also created a strong case for regional
expansion whereby deonstration effects of such projects have propelled inteuntry knowledge
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transfer for projects like Vancare in Vanuatu, VNPF and NASFUND in Vanuatu and PNG respectively.
In spite of gender being a programme priority, evidence of the development of geer-sensitive or
gendertransformativeproducts was found during the evaluatioWhen seen from the perspective of

''b/ 5CQa YI i dzNX ( deverageiSldup, thadst plojgoys 20@RFIP 8 are at the innovation
stage with only about 10% of projectsatthave shown the potential for scaig.

At the micro level, the consumer empowerment workstream has focused on mainstreaming financial
education through school curriculums in Fiji and through TVET institutin8©Ol and PNG. These
initiatives have beerappreciated across the board for preparing students and youth for better
financial planning and wealth management once they enter the workforce. The work with TVETs have
not achieved scale but there is enough proof of concept for the next phase of PERetsuch
initiatives to scale. On the client protection front, there is evidence of focus and alignment with SMART

[ FYLI A3dyQa [/ EtASYyld tNRGSOGA2Y t NAYyOALX S&a Fa asSSy
practice there is no evidence of projeats TA that are entirely focused on bolstering consumer
protection either for individual PFIP commissioned projects or at a policy level for the market as a
whole. Given the diversity of the Pacific region and the lack of access to information and therefor
recourse for grievance redressal, consumer protection is a very important theme to be developed and
implemented. Primary data collection by the evaluation team showedRirP 11 has made significant
contribution to a majority of changes observed in samer level awareness, access and usage of
financial services. Though there is access to bank accounts, usage and frequency of usage is low. There
is a significant difference between men and women in both awareness and usage except for
awareness around DBBnd Pensions, in which women demonstrate higher level of awareness.

Knowledge products have been very important outputs at each level of the 3 key workstreams under
PFEIPI. Studies to scope out demand side dynamics for different countries are singtilarignly
documents that have credible demaisitle information on the access to financial services with some
key insights on the determinants of financial behaviours among end consumers. These documents
have been referenced by stakeholders for not only fimancial innovation workstream but also by
policy makers and the central banks in setting the course for the crafting of NFIS, its guidelines as well
as for target setting. The DSS has also helped demystify the desidandynamics for FSPs who have
ventured into the business of offering financial services to the informal sector, especially outside the
urban centres where most of the financial services are generally focused. At the policy levelmid
reviews of NFIS in SOI and PNG have also aideohimoming progress and suggesting changes within

the policy architecture as well as the implementing bodies to create a more efficient financial inclusion
ecosystem in the two countries. In addition, studies such as the regulatory framework of microbanks
in PNG recognise the importance of entities that have the intent and distribution network to reach
lastmile consumers but not enough regulatory room to operate in. Such studies have helped FSPs and
central banks alike in tweaking the policy ecosystem tovjgle a more conducive market
environment. Similar initiatives like TA for the Insurance Act in SOI and the Consumer Credit Act in Fiji
KIS aK2gy tCLt Qa I -oekdeddlobal expertise tkiytHe growth af fiaéhcial” dzO K
services in the Rafic region. Overall,fowledge managemenwashighly effective during PF{R with
research and TAenabling the development of financial inclusion ecosystem in the country. However,
efforts indocumentingand creating institutional memory have to harther streamlined especially in
cases of project failures such as BIN®mmunication of programme updates has been found to be
very effective and appreciated by stakeholders across the board.
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PFIFI institutionalised a Results Management Framework (RBREIp collect, analyse and report
partner level data as part of programme monitoring as well as to ensure accountability towards the
objectives of the programme as set out through the results management hierarchy document. While
comprehensive, the RMBgld not accurately report on the outcomes of the programme with gaps in
data collection from partners as well as in the analysis and reporting thereof. This is an area for
improvement for the next phase of PFIP as well as an area of concern for stakshelsigecially
donors supporting the programme. Further, the RMF, in its current form only covers a very linear
impact pathway without accounting for the possible development impacts on SDGs that access and
adoption of financial services can creéte.

In terms of the team spearheading the PHIProgramme implementation, the quality of technical
assistance provided by PHIRtaff and TSPs was found highly efficient and resulted in efficiency gains
for the programme. PADs were found to be very detailed affitient in terms of recording
performance indicators, disbursement schedules & conditions, activities and outputs expected from
the project Integration of technology to offer digital or digital aided solutions also contributed to
efficiency gainsMost of the midterm review recommendations were recognised and implemented
by the programme team barring the recommendation pertaining to the hiring of gender specialist and
grant management especially where multiple partners are involved.

Overall, the ppgramme has been found to be relatively ceficient with an average cost per PHIP
clients reached at USD 25. It is expected to decrease as outreach numbers from newly sanctioned
programmes feed into programme outreach. However, it discounts the wornke under Policy and
Regulation workstream of PFIR which is one of the strongholds of the programnie.terms of
achieving the output targets, PFIRvasmoderately effective and achieved 7 out of its 14 targets set
across thethree workstreams. It hs performed well to mostly achieve the targeet under Policy

and Regulation workstream though thevesa significant gap iachievingtargets under Financial
Innovation and Consumer Empowerment workstream

In terms of sustainability, othe policy font, the programme interventions have been found to be
highly sustainable through the institutionalization of NFIS in countries wherdIRs-tiperational For
financial innovation projectghe programme shows low sustainability with only about 10%otHI

projects (Fijicare and SINPF) showcasing any evidence of financial sustainability reached by end of
programme. Twenty percentof projects have only been recently commissioned and cannot be
evaluated in this are@FIRll inputs around TA hae playeda key role in securing btig from partners

and ensuring professional rigor in offering financial services through innovative operational models
Consumer empowerment initiatives have been moderately successful overall with high success rates
noted for curiculum integration for schools and TVET programmes. Initiatives around embedding
consumer education through FSPs are few and far between, thereby discouraging any analysis around
the sustainability thereof.

5.2.Recommendation

The recommendations for PFFPhase Il, as documented below, are an outcome of the overall
evaluation findings and the conclusions thereof. The following are recommendations applicable to the

47 pathways to a better life: The intricate role of digital finance in reaching SDGs; PFIP and BFA; February 2019
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programme as a whole and the country specific recommendations are available in countnsreport
Fiji, SOI, PNG and Vanuatu.

Policy and regulation

1. PFIP Phase Il has clearly registered success through the support offered to central banks and
national governments in establishing the NFIS and the relevant architecture for steering the policy
discouse, including working groups to bring together various strands under financial inclusion.

a. Kills with central bank showed that central banks look to PFIP and its team for technical
and management guidance. While mtdtakeholder working groups and their
c2NRAYIlIGAZ2Y YIe y2G4 06S SyGANBte& dzyRSNJ t CLt
management that can help guide discussions more proactively within these groups should
definitely be considered as part of the next phase of programme design.

b. Theevaluators did not come across very strong evidence in the form of regular, nuanced
and credible data that is being reported by central banks on a periodic basis for a
standardized list of output, outcomes and impact metrics. PFIP can play a critical role
bringing together global best practices, technical advisory and management experience
to ensure that the implementation of NFIS is more nimble and data driven.

c. The Demand Side Surveys have been singularly responsible for establishing credible
baselines for countries where PFIP is operational and for offering valuable insights into
the informal sector that still remains a grey area for many FSPs and other stakeholders.
The next phase should continue to build this database to drive decision gnakid
relevant intervention design for low income segments, particularly in rural areas and
especially for women.

2. Digital payments and building the ecosystem to support it was one of the key areas of intervention
for PFIPII but not many initiatives havbeen taken up in this space. It is an important use case in
the PICs where technology driven platforms to facilitate transactions can potentially address
challenges around geographical dispersion, high operational costs and low quality of
infrastructure, anong others. Global examples from countries like India have shown that driving
the payments ecosystem creates immediate use case and helps onboard consumers to use digital
financial service® Developing the payments ecosystem in a context like the Pageiion could
be a significant nudge in the direction of creating use cases that will drive access to adoption. The
next phase of PFIP should bring the payments ecosystem to the centre stage of its work as one of
its key domain areas.

3. Regulations allowinganks and nonbank-goney issuers to appoint agents have been in place
F2NJ I RSOFRS Ay jdAGS || FSg O2dzyiNASad ¢KSas$s
RFGAy3 o101 a FIEN +a GKS wmMptrnad® Ly esnnc F
O2NNBaLRyRSYyl(:¢ “WHovaesyidthe PNCB, the id stilla Btyfaugeertainty around
the selection of agents, criteria thereof, the infrastructure peguisites, accountability matrix to
consumers, deisking cash management, espelyiah countries like PNG where security is an
issue. Among the PICs, Fiji has an Agent Banking Guideline that it introduced in 2013 but it has not
been updated since and provides very generic guidelines around agent selection and transactions

Z

48 https://assets.kpmg/content/dam/kpmg/in/pdf/2019/08/Fintectin-India%E 2%80%93P owerintpbile-payments. pdf
49 https://www.cgap.org/blog/itstime-derequlateagentcashincashout
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allowedthroB K 6 NI} yOKt $a48 o6l ylAy3ad tCLt Q& YySEG LIKI &€
of these global practices around agency banking regulations and help central banks contextualize
it for the PICs.

Financial Innovation

4. The Financial Innovation workstreanmder PFIP Il focused on many products with the focus
primarily being on savings through access to bank accounts, pension and insurance through
branchless banking, mobile money and agent networks as the popular engagement channels.
Projects using PAYG mosléd access solar energy products, particularly home solutions have also
been offered through the programme. Lessons drawn from the programme till date, should drive
the PFIP team to realign the key product/service domains for the subsequent phase of the
programme to focus efforts on where inputs are required the most. Domains such as the following
should be clearly delineated with adequate focus provided for each. For example,

a. Forinsurance and pension products, the programme should focus on regionak@pan
using successful examples (Fijicare, SINPF) and drive factors to ensure long term
sustainability of these programmes.

b. Domains such as energy financing, climate resilience financing should be enabled within
the PFIP management to align with needs bé tPIC context and to bring in more
professional rigor and accountability for the results realized through such project
commissions both from the PFIP and the parther management perspective.

c. Credit has clearly emerged as an urgent domain for PFIP to @gusspecially from
consumers as a stakeholder group that continue to reach out to informal sources that are
exploitative albeit convenient, to access creditl countriesin the PIC®xhibit severe
deficiencies irthe credit marketg be it microfinanceor small enterprise financing. It is
suggested that within the wefluited Digital strategy, PFIP should focus on expanding
credit outreach which will have a multiplier effect on payments and insurance.

d. Domain for channel innovation that can lookiatreasingly agile ways to facilitate the
reach and adoption of financial services. This often requires collaboration between
multiple entities such as MNOs, FSPs, commercial banks, white label agent/infrastructure
solutions that has been enabled for diféat projects in the current programme phase.
Examples such as CBSI pilot project to use airtime for payments and savings is one such
project that shows the efforts put in by PFIP and its partners to create innovative,
consumer centric service. However,aso observed through other projects such as HFC,
Westpac, more rigor needs to be brought in to detect early on during project
implementation about channels that do not work and the possible alternatives that can
be plugged in suited to the environmentthin which consumers, especially those from
low income segments and especially women, exist.

e. Digitization of G2P payments will also feed into agency banking volanteshould be a
focus area for the subsequent phases of PFIP. There is also support bodredion
available in this space due to the work taken up by other development agencies such as
IFC and can be leveraged to drive ecosystem level changes that will ultimately help drive
better use cases for last mile consumers.
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f. SMEs are clearly a focusrfmost national governments of countries where PFIP is
currently operating. SME guidelines/policies also focus primarily on agri value chains that
primarily employ the lowncome informal secterthe key outreach for PFIP projects.
Hence, it would meritd enable SME financing as a key domain area under the subsequent
phases of PFIP.

g. In spite of migration being a key feature defining the economies of various PICs, there is
very little evidence of work being done to bolster remittance produbtsth at intra and
inter country levels especially where seasonal workers are concerned. Insights gathered
through FGDs show that recipients of remittances still travel large and inconvenient
distances to access funés.

5. Agency banking remains a highly debatable anethe PICs with no distinct model showcasing a
sustainability in the long run. However, it is also one of the few engagement channels that can
help onboard low income, rural consumers on digital platforms using a human interface. IN spite
of the maodel curently not yielding results, it is a necessary recourse. PFIP should focus on setting
up this model for success especially by ensuring there is enough agility and use case in the forward,
backward linkages wherein such agent networks are plugged in.

6. Gende remains an area of great concern since PFIP Phase Il clearly mentioned outreach to women
Fa | 1S@ F20dza FNBIF Ay fAYyS 6AGK ! b/ 5CQa LRt AC
of its programmes. However, the means to achieve the purported enthins extremely vague
for the programme with reporting gender disaggregated data being the only indicator that is
somewhat reported against. Apart from projects like SPBD in SOl and WMBL in PNG that happen
to focus entirely on women, there are no othestances where a gender focus can be observed.
Using available tools like the POWER diagnostic studies for SOI and PNG under the supervision of
a dedicated gender expert, strategies and implementation design for gender focus programming
for PFIRII shouldbe an urgent priority.

7. While the risk associated with partnershipsyder the financial innovation workstrears
acknowledgedand documented eventhe PADs do not offer insight into why projects are
commissioned to some partners over others. PFIP managehsnmentioned in the past about
paucity of enough viable players in the market which dissuades the usual EOI route that most
UNCDF projects adopt. However, it is important that stronger accountability features are built into
PBAs and PADs for ensuring fhertners remain equally responsible for the envisaged results.
Convenience cannot be thenly prerequisite guiding decisions around partnership, as made
evident through many cases in the current programme cycle.

8. On budget management, the evaluators notedt the total implementation support costs of PFIP
FRYAYAAUNI GA2YK2LISNI GA2yaE 2F HM: O ¢KAA HM:z A
FRYAY QO Ay GKS LINPINIYYS R20dzySyid GKIG O2@SNE
services costand also ii) direct costs (13%) for the running of the programme in the Pacific. While
0KS S@rtdz §2NAR y23S GKS WwWOdaNBERS 2F 101 2F SO02
ONI YALRNIFGAZ2Y YR f23Aa0A0a Q@aanesiddoaitpro = A

S0PFIP has set up remittance focused projects like in Tonga (Tonga Development Bank). TDB is reported to be a very xammgessful e
how remittance solution has been scaled up within one year and reducing costs of remittances. Tonga was not coverefieaseatian
F'yR tSdaz2ya FTNBY (KS LINRP2SOG O2dzZ R 6S d&aSR G2 a0FtS tCLtQ&d g2N] A
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these costs relative to other development agencies with programming covering multiple countries
operating in the Pacific to ensure that PFIP is in line with peers. It is also recommended that PFIP
keep a clearer breakdown of direatl@ministrative costs and TA provided to the workstreams by
PFIP staff to clearly show what are the Pacific related costs.

Consumer Empowerment

9. The FinEd integration into mainstream education curriculum in schools in Fiji and SOI has been
appreciated widelpy different stakeholders. Similarly, the TVET project in PNG helps prepare the
youth that is on the verge of joining the workforce in making sound financial choices from the
beginning of their careers. The spillover effects of such initiatives also cdendiscounted
because of the household level changes that can be powered by children and youth who are
exposed to such FinED courses. Klls with Central Banks also shows that consumer empowerment
is one of the most prominent areas where they see PFIPngayirole going forward. As part of
its regional expansion plans, it would merit PFIP to scale such efforts across the different countries
where it is operational as part of its subsequent programme phase.

10. Consumer level FGDs conducted by evaluators feengllow levels of awareness among last mile
consumers about different financial products. Bank accounts is now common knowledge but the
access that it creates for consumers to build a history with the financial institution thereby
creating further acces® more products, especially credit, is not very commonly known. There is
also a bigger focus by partner institutions to mobilize savings and discourage too many
GAGKRNI gl fa 2FGSy ONBFGAYy3a | LISNOSLIAz2u0 2F Y2y
In addition, most PADs have embedded consumer education as part of the partner deliverables
but very little evidence has been found in the field about concerted efforts made in offering
streamlined financial education except for a few instances ofketarg collateral in the form of
brochures etc. The gap further widens in the absence of any measurement of consumer education
initiatives at the partner level or by PFIP as part of its RMF. For an area of intervention which is a
key workstream, there isery little evidence available to map the results chain and show the
outcomes thereof at partner or programme level. The next phase of PFIP should add some key
indicators to measure outcomes of consumer education initiatives.

11. Consumer protection is still wk in progress in PICs with some countries like PNG having made
some headway by drafting Financial Consumer Protection guidelines that are currently under
review. Full disclosure of products, their pricing and breakup of costs to customers are key
element that have been found to be missing for partners like SolaPayGo in PNG, NBV in Vanuatu,
however wellintentioned their motives may be. This also includes means and methods of
grievance redressal for customers should there be any complaints. Exampleasstieh BIMA
project in Fiji and PNG that had a high outreach to low income customers, provided no avenues
F2N) OdzaG2YSNAR (2 NBLER2NI ol O] Ll2aid . La! Qa SEA
stakeholders like PFIP could record, collect and analyse custeawtions for further action. It is
GKSNBTF2NBE NBO2YYSYRSR (KIG tcLtQa ySEG LKI &$s
ratification of consumer protection guidelines at a policy level but also offer assistance in creating
reporting and compliance lev&amework and operational models.
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Knowledge Management

12. The difference between knowledge management and communications should not be blurred.
While communications should focus on publishing PFIP work and achievements as well as
supportingprogrammepartners through communication collaterals, KM has to focus on distilling
best practices across projects documenting key metrices of success under varied pAdjduts.
moment, the Knowledge Management initiatives have not been found to be commensurate with
the quantum of work that has been done by PFIP Phase Il and the institutional experience gained
thereof. KlIs with key donors have also pointed to the gaps in establishing outcomes and impact
of the programme through the reports that are shared with thetrislrecommended that PFIP
should focus on recalibrating its reporting format to donors and other key stakeholders to include
outcome and impact metrics to showcase the accomplishments of different projects, lessons
learnt thereof. As shared by donors, fging out such clarity in reporting will further help in
building a case for future funding for PFIP in the region.

13. Knowledge and data management needs to be strengthened for sharing lessons and knowledge
transfer. Projects executed by PFIP Il in PNG offer rich experience in processes, systems, project
management and overall outcomes and impact through varying degfemscoess. However, it is
not easy to map these experiences, lessons learnt thereof, application to other project contexts
and wider sharing among stakeholders and across the region. For example, the lessons from BIMA
in Fiji, PNG, Westpac in PNG are intqatr to be documented and are being sought out by
stakeholders like DFAT and EU. The next phase of PFIP should also encourage partners to collect
baseline and endline data for simple but relevant metrics. At the moment it is not easy to glean
any client leel behavioural change leading to adoption of financial services that can be attributed
to the programme, simply because of lack of such data.

14. The data reporting has been found to be weak and inconsistent. The Data Collection Tool (DCT)
that every partneiis required to report on has adequate number of indicators besides some gaps
in reporting consumer empowerment initiatives. However, none of the DCTs reviewed provide all
the information, even on key metrics that PFIP is required to report on such agstgian by
women and activity levels. Given that DCTs are the only source of information coming from the
field, it is imperative that PFIP ensures that the reporting is of high quality and validated through
multiple checks.

Further, as a validation measy PFIP should also look to commission more impact studies that
not only validates outputs for different projects but also map outcomes and impact to inform
stakeholders of behaviour change among consumers that may lead to adoption of financial
services ad engagement channels (especially digital) in the long run.

15. Further to the recommendation around improving data collection from partndrsie isalsoa
need for PFIP teams to strengthen their field monitoring for verifying progress and reporting key
highlights and observations in quarterly reports instead of simply acceptingegafted data
from partners as the final data for programme reporting.

5.3.Gender and Human Rights

PFIFhas overalacknowledge thatwhileg 2 Y Sy Q& S E LaSithe diverSehowevBiBome
generalizations can be made about the reasons why so many remain excluded. A combination of
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barriers in the supplyand demanesides, as well as in the sodialtural contex limits 2 YSy Q&

access and usage of financiabgucts and servicesln addition, human rights violations have been

found to have a higher incidence among women than men, specifically true for the PacificXegion.

|l RRNB&daAy3d 3ISYRSNI Sljdzr tAGe YR 62YSyQa Sad@y2YAO0
is considered a cro€®dzi G Ay 3 LINA2NAGE | NBI GKNRdzZZIK2dzi | b/ 5C
programme approach has integrated gender and human rights as an integral part of the design with
evidence in the form of DFS strategy for women withinPPgilogrammes, gender disaggregated

reporting within the RMF and a clear expectation for partners to work on gender specific outputs as
detailed in project PADs.

On the policy front, the NFIS adequately details the importance of bringing women withioltheff
financial inclusion and the stated goals are disaggregated thus.

In terms of knowledge management efforts, the DSS and other derigiedstudies have successfully
pointed out the gap in access to financial services and the usage of services wenethiseigh a
gendered lens. These studies have adequately documented the need for concerted focus on women.
Women are a viable market segment given the high labour participation in sectors like agriculture that
form bulk of the economy and of the informséctor in the PICs. The POWER diagnostics, conducted
for SOI and PNG further bring out these nuances by detailing the triggers and barriers in the socio
economic ecosystem within which they live in. However, the POWER diagnostics were completed only
in mid-2019 with very less opportunity for PAIRand its stakeholders to fully optimise the findings by
integrating it in project design.

However, very little evidence has been found for products and services that are especially designed
for women and their neds. This needs to be addressed. Barring unique examples like WMBL in PNG
whose outreach is completely made up of women and of SBPD in SOI, the financial innovation projects
have primarily focused on testing mass market products, services and channeispl&scdike
SolaPayGo in PNG have shdhat uptake of solar products helped woménd ways to budget their

time in the evenings for household chores using the solar powered lights, leaving them with more
time for work and other economic pursuits in the ming. However, these outcomes are incidental

and few and far between within the larger financial innovation portfolio under PFIP II.

Tablel2:Key gender related metrics for PFIFfocused PICs*

Fiji PNG SOl Vanuatu
Women, Business and the Law Indéscale: 6100, 74.38 62.50 56.88 66.25
100=better)
Proportion of women in the workforce 35% 49% 43% 44%
Legal framework on access to financial services 25% 50% 25% --
Proportion of the female population justifying domestic 43% - 7% 60%
violence
Prevalence of domestic violence against women (lifetime  64% 75% 63% 60%

*Data source: OECD Social Institutions and Gender Index for respective countries

51 prioritising groups at risk for Human Rights Violatigxsiapacific Forum
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