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Introduction

Village Hope, Inc., a small, public charity based in Boise, Idaho, and working in Sierra Leone, West Africa, plans to initiate a Village Phone Project. This report describes village phone projects in general and why we think such a program would help villages where we work.  It also contains the materials we will give to our employee who will run the program.  Relevant information is also contained in a separate Training Manual that will be given to each VPO.  The program has not yet started so some of the current draft is incomplete or speculative.  We intend to update it frequently.

Village phone programs

The village phone program developed in Bangladesh by the Grameen Bank is one of the great success stories in international development.  In rural villages where no telecommunications service has previously existed, mobile phones are provided to very poor men and women who use the phone to operate a business providing communications services to their community. These micro-entrepreneurs purchase the phone with a loan from Grameen Bank and then sell the use of it on a per-call basis. The benefits to both the Village Phone operator and the community have been tremendous. For example, the typical "village phone lady" in Bangladesh has an average income three times the national average.  Village Phone users are also paid more, on average, for their goods and receive better exchange rates when repatriating funds. For the cost of a phone call, a family is able to avoid the expense of sending a productive member to deliver or retrieve information by traveling great distances in person. Some creative and entrepreneurial users of the technology identify new business opportunities, including the resale of information to others in their communities. The technology also serves to link regional entrepreneurs with each other and their clients, bringing more business to small enterprises. Phones have also been used in emergency situations, such as accessing medical assistance during natural disasters.

A study by the Canadian International Development Agency (CIDA) concluded that the Grameen Village Phone program yields “significant positive social and economic impacts, including relatively large consumer surplus and immeasurable quality of life benefits”. The study concluded that the consumer surplus for a single phone call ranges from 2-10% of mean monthly household income. The cost of a trip to the city ranges from 2-8 times the cost of a single phone call, meaning that the real savings for poor rural people is between $2.70 and $10.00 for individual calls. The income that Village Phone Operators derive from the Village Phone is about 24 percent of the household income on average – in some cases it was as high as 40 percent of the household income. 

Building upon the success in Bangladesh, and to demonstrate that the success of village phone programs is not dependant on the unique parameters of Bangladesh, the Grameen Foundation, along with MTN Uganda, launched MTN Village Phone Uganda in November 2003. By May 2007, there were over 7,000 rural Village Phone Operators throughout Uganda, each earning enough money to repay their microfinance loan and put money aside for their family’s food, education and health needs. These Village Phone Operators are typically poor, rural, micro-entrepreneurs who already have a well-established primary business, such as a road-side shop. Village Phone Operators often repay their Village Phone loans in advance and offer the microfinance institution a constant revenue stream by buying prepaid airtime cards from them.

Village Phone has become recognized as a solid business model for reaching rural populations. It is also acknowledged as a sustainable development tool by governments and development agencies such as the World Bank, United Nations (UN), International Finance Corporation (IFC) and United States Agency for International Development (USAID). Several of the world’s leading microfinance institutions are offering village phone programs to their members.

Sierra Leone

The 1990s in Sierra Leone were marked by extensive wars over the diamond mines and by repeated, and at times briefly successful, attempts to overthrow the government in the capital city of Freetown. These wars caused extensive destruction of the country’s transportation, communication, and education systems. Some of the most horrific incidents in modern times, anywhere in the world, occurred during these wars including extensive mutilation and amputation. It is estimated that 50,000 Sierra Leoneans were killed and millions were displaced to refugee camps outside the country.

Peace was finally re-established by the United Nations in 2002. Soon thereafter, elections were held and the country began to recover. Peace has been maintained since 2002. During the past few years, the economy has grown rapidly, many schools and some roads have been re-built, and tourists have begun to return. Sierra Leone is now regarded as a country on the verge of rapid and sustained growth, perhaps even re-establishing itself as one of the centers of learning and prosperity in West Africa.
Despite good prospects for continued peace and future growth, Sierra Leone remains one of the poorest countries on Earth. According to official reports, nearly 75% of the people live on less than $2/day - the accepted definition of poverty. Nearly half the population lacks access to clean water and more than half lack access to sanitary facilities. Bed nets are virtually absent despite malaria being a serious risk especially for children. Fewer than half the births are attended by a physician. Only half the men, and one quarter of the women, are literate. Half the population suffers from malnourishment. The under-five mortality rate is the highest in the world. Nearly 3 of every 10 babies die before their fifth year. Thus, even though there are real grounds for hope that Sierra Leone will finally find prosperity during the coming few decades, the basic needs of the people right now are enormous.  
Work by Village Hope suggests that conditions in the rural villages, where this project will occur, are even worse than suggested by the official statistics above.  Daily wages are about 7,000 Le – just over $2 – and are used to feed large families (which, however, do raise much of their own food).  Most villages lack wells and latrines as do all of the schools where we are working.  Almost no one, other than teachers, speaks English (the official language) or are literate.  Furthermore, we have so far seen little sign that the purported growth in the country, since peace was established in 2002, has had any affect on the remote villages where we work.
Village Hope, Inc.
Village Hope is a 501(c)(3) public charity.  Its mission is to help people in poor, rural communities achieve sustainable improvements in education, health, and economic security.  We work near the town of Lunsar in the Port Loko District in north-central Sierra Leone.  We have two, full-time, native employees, one concentrating on education and the other on all other aspects of the program but especially on microfinance, construction, and economic development.  We are non-denominational but work closely with the Catholic Church in Lunsar. At present, we are working with 7 “communities”, each consisting of a primary school and the villages from which students come to attend the school.  These communities include 39 villages and about 5,000 people.  In each community, we have established a “Community Development Team” (CDT) which oversees all activities conducted in the community.  


Our approach involves providing technical assistance to help village residents identify income-generating activities, loans so they can initiate the activities, and access to goods and services needed either to carry out the activities or to improve their health and education programs using profits from the activities.  A detailed description of the approach is provided in VHTR 2, Village Hope Business Plan.

Village phone programs have many similarities to microfinance programs so describing our emerging microfinance program seems worthwhile.  Village Hope makes small loans to the CDTs and to Women’s Banks. The CDTs use the loans to make money for community development projects. The Banks are groups of 10 women who generally use the money for individual projects and gains.  We charge 2% interest per month on loans, similar to rates charged by other charitable, microfinance organizations and far lower than local money-lenders charge.  The interest payments are used to pay the Village Hope employee to collect the payments and to benefit the communities in other ways.  The initial loans, after protracted training and team-building activities, are 2 million Le ($667) to CDTs and 1 million Le ($333) to the Women’s Banks.  After six consecutive interest payments, with none late, a second loan may be made in the same amount to the CDT and Bank.  After another 6 consecutive, on-time interest payments, a third loan in the same amounts may be made.  Thus, within a year of receiving the first loan, CDTs can receive up to 6 million Le ($2000) and Banks can receive up to 3 million Le ($1000).  
The Village Hope phone program
Program description

Our proposed village phone program will be similar in many ways to other phone programs.  A woman will be selected to run the business.  She will be given the equipment and training in how to use it.  She’ll be told to establish a place of business and that the phone must be available, there, 24/7, and that no paying customer can be denied use of the phone but that no credit will be given.  Our Coordinator will visit her frequently to monitor the business and will collect proceeds once per month.

Our program, however, has several features that are less common in traditional village phone programs.  First, because nearly all of our women are illiterate and will need training to become numerate, we intend to ask our “Village Hope Liaisons” to assist these women.  The Liaisons are people – usually teachers – who take an extensive Advanced English Course from us.  The course includes frequent communication with us via the internet, either using a USB attachment manufactured by Celltel/Zain, or some other internet terminal.  Where the Zain device works, the students will have immediate access to us.  Otherwise, part of arranging the course will establishing a system whereby one of the teachers or one of our employees collects assignments and takes them to an internet terminal where they can be emailed to teachers in the US.  We are instituting this system because we have found that communication with village residents is not good enough and this has been hindering our program.  We hope that these liaisons, since they will be right in the community, can help train the VPOs and give them advice that may require consulting our VPO Manual or manuals that come with the equipment.


Another difference between our program and many others is that we do not envisage even dozens, let alone hundreds or thousands, of VPOs.  We are starting the program largely so that members of the communities can make emergency phone calls, a need they have frequently mentioned to us.  We also plan to establish a system for transporting medical patients to the local Community Health Officer or hospital.  The system will be supported by the CDTs.  For example, we expect to have an emergency fund, which we initially establish but they must replace within three years.  Funds from it will be used to pay for communication, transportation, and other costs, with the patient re-paying some or all of the costs.  We believe the emergency phone service will be an important improvement for the communities, though we acknowledge that much of the system has not yet been implemented.  We are less sure how much additional demand for the phones there will be.  Even if they are not widely used – but the emergency system does provide benefits – then we will be satisfied with the system.

Due to the small number of VPOs, we will not have dedicated phone supervisors.  Instead, our Coordinator will visit the VPOs when he is in the community anyway for other purposes, including at the start of each month when he collects payments from borrowers.  We therefore hope that running the system will impose only minor additional burdens on him.  We hope the system will produce enough revenue for us to cover our costs, but if it does not we are prepared to use profits from the microfinance program, assuming that only minor sums are involved.


A final difference – at least from some VPO programs – is that our communities do not have power and most of them have poor reception.  This means that we will have to purchase auxiliary antennas and power supplies and we will have to insure the VPOs understand how to use this equipment.  Choices we have made regarding equipment are described in the next section.  For now, we note that the cost of establishing a VPO will be higher than is often the case and we suspect revenues may be considerably lower.  As a result, repayment for the equipment will probably take much longer than is often the case.  We discuss our response to this below under “Financing”.
Equipment

Selecting equipment in our case required choice of the provider, the phone, a power supply, an auxiliary antenna, and a few other items.  Each of these topics is briefly discussed in this section.


Five companies currently provide mobile service in Sierra Leone: Celtel/Zain, Millicom, Africell, Datatel and Comium. They offer GSM services in Freetown, Bo , Kenema, Makeni and Kono, Kabala and other towns across the country.  We believe the major providers in our area are Celtel/Zain and Africell though Comium may also have a significant presence in our area.  Five of our communities are near the village of Kamasuno.  Africel is just completing a new tower near Kamasundo and the Paramount Chief, who lives in Kamasundo, told us he had recently offered Celtel/Zain land to build a new communication tower in Kamasundo.  Zain has just made news by announcing their One Network which lets customers call people in 18 African countries at local rates.  They are also the only company that has a USB device for connecting to the internet.  We have not yet learned, however, whether they would let us purchase time at wholesale rates even though we will not be a large volume customer.  We are currently investigating which carrier to work with; the major factors influencing our decision will be availability of coverage, low rates, and internet services.

On the advice of Ms. Lea Werbel of the Grameen Village Phone program, we intend to use the Nokia 1200 cell phone.  One advantage of this model is that it accepts an auxiliary antenna which will probably be needed for clear reception in some of our communities.  

Our villages do not have power so we will have to supply it.  Ms. Werbel also advised us to use a standard lead-acid car battery for the power supply rather than other sources such as solar or pedal power.  We have two generators (1200 watts, 5000 watt) at our headquarters so our employee can easily re-charge up to several batteries at a time.  He visits the villages constantly so testing batteries and delivering re-charged ones as needed should not impose any additional work burden on him.  We have been told that a fully charged car battery may provide power to a cell phone for up to two months.  We have tested a simple prototype power system with three components:
( An automobile battery.  We have purchased 50 amp batteries in Sierra Leone and found them to be unreliable.  The 75 amp batteries are high quality but cost $100.  We will either buy these or send standard 50 amp batteries to Sierra Leone in one of our container shipments.

( A standard LCH-12, mobile charger cable that connects to the battery.  Screws will be used rather than clamps to connect to the battery to reduce the possibility of reversing the connections.

(A cable that connects the LCH-12 cable to the phone.  This cable is also widely available.

We will purchase the first few sets of cables in the US and send them to Sierra Leone to insure we get the needed items.  Thereafter, we may buy them locally.

On the advice of Ms. Werbel at Grameen, we have been in contact with Skymasts Antennas Ltd. in Northampton, England.  They supply an auxiliary antenna for the Nokia 12.  We will probably have them send us an antenna so we can become familiar with it and we will then ship it to Sierra Leone in one of our containers.  The local people can easily erect a tower to support the antenna.

We will probably provide a few other items to each VPO.  One will be a metal box with a slit to deposit funds, a hinged top, and two locks both of which must be opened to open the box.  We will retain one key; the VPO will retain the other key.  When our Coordinator meets with the VPO at the start of each month, they will review the records and then examine the contents of the box to make sure that it contains the proper amount of money.  The money will be divided as explained later in this report and the box will be locked again. 


We may also help build a telephone kiosk for our VPO.  If so, we will expect to be reimbursed for the materials, though probably not the labor.  We may also make a sign (i.e., a picture of telephone) for the VPO on the same basis.  As noted above, a market may also exist for other products (e.g., SIM cards, phone minute cards) and services (e.g., battery charging), and taking advantage of these opportunities may require that we provide minor additional assistance.  We will generally be receptive to requests for such help.

Recruitment of phone operators

We will follow standard criteria for selecting Village Phone Operators (VPO) such as:

( Regular attendance at peer lending meetings

( High status within the group

( Member of a microfinance group for at least one year

( 100 percent repayment history

( Respected as a community member

( Central location for business operations

( Able to receive telecommunications signal with external antenna

( Strong business management skills

( Ability to actively market their business

( Knowledge of local languages 
( Literate, or at least numerate

( Ability to understand messages on the phone menu 

As noted above, hardly any of the women in the villages where we work are literate or numerate but we hope to address this issue with our Liaisons and by having our Coordinator work closely with the VPOs in the initial stages of their business.  Many of the women in our Banks are traders so we do not expect that handling money will pose any problem.  

We have considered various ways to market the phone program.  It is not our goal 
to maximize sales (e.g., for frivolous calls that confer social status on the callers but consume scarce funds) but we do want everyone to know about the phones and to feel comfortable using them when calls need to be made.  We thus may encourage the operators to make small signs announcing the phones (with a picture) but we do not anticipate encouraging “advertising” campaigns.

VPO obligations

The following material describing VPO responsibilities is included in our VPO Manual:  

As a VPO, you will be a vital resource for your community, providing a service for everyone. Owning this business comes with certain responsibilities and obligations:

1.  You must establish a place of business and keep the phone there so that people know where to come to make phone calls.  You cannot take the phone away from this place for any reason including personal use.

2.  The phone must be available for use 24 hours per day, 7 days per week. This is especially important for emergency calls.  Making the phone available for emergency calls is one of the main reasons we are establishing the phone in your village.  If we find that the phone is sometimes unavailable, we will be forced to appoint another VPO to run the business.

3.  Requirement #2 means that you will have to establish a group of VPOs who will make the phone available when you are not able to do so.  You will thus have to organize these people including providing them appropriate reimbursement for the time they spend.  We encourage you to appoint family members to assist you in insuring that the phone is always available.

4.  Everyone must have access to the phone. You cannot deny use of the phone unless a person does not want to pay for the services.

5.  The business and phone are not transferable. If you move away or no longer wish to operate a Village Phone business, you must return the phone and all equipment to the Village Hope Coordinator.

6. You must charge everyone who makes calls, including yourself.  You must also collect payment for services, when the services are provided.  We do not permit customers to pay later. All customers must pay for their calls with cash. Do not extend credit to any of your customers. You can say, “Yes, you are my friend, but to my business you are a customer”.

7. You must maintain a record of all calls and other services you provide.  Forms to record these transactions are provided later in this manual.  

8.  You must save all of the money you collect until our Coordinator comes to visit you at the beginning of each month.  He and you will then inspect the records and funds, insure that all funds have been collected, and divide the funds between you and Village Hope.  The division of funds is discussed later in this Manual.

9. You are responsible for proper care, maintenance and repair of the equipment at all times.  If equipment is lost or damaged due to negligence on your part, you will have to reimburse Village Hope for repairing or replacing the equipment.  Also, note that Village Hope retains title to all equipment, including the SIM card, and may remove any or all of it at any time and for any reason it deems sufficient.

10. Village Hope will provide you with a separate phone card that is to be used only for emergencies.  Different rates may apply for calls made on this card.

Financial agreements
As noted above, we are attempting to gain wholesaler status with the phone companies so that we can obtain phone time at below market rates and sell it at normal market rates.  If this attempt fails, we may subsidize the program so that operators can charge normal rates.  After a few years, when we have more phones, we would hope to obtain wholesaler status.


We have also considered whether to give the operators loans for the phone equipment or to tell them that a share of their profits must be used to gradually pay off the cost of the equipment.  Since each operator needs a battery, and probably an auxiliary antenna, we predict the equipment for one operator will cost $100-200.  This is a large sum for women in the villages where we work – probably too large for them to pay off in a reasonable time if they are also paying interest (i.e., as they do on loans).  Furthermore, as noted above, we are not trying to maximize use of the phone; we are trying to insure that is available when really needed.  We are therefore inclined to say that the money they give us will be used both to cover our costs (charging the car battery, our Coordinator’s time) and to pay for the equipment.  This amounts to us giving them no-interest loans for the equipment, but we would prefer to describe the charge as what they must pay for the equipment, rather than as a loan, because in our microfinance program they must pay 2% interest/month on loans.  We may charge less (or  nothing) for emergency calls.  We have not set the rates yet.

At the start of each month, the VPO and our Coordinator will meet to review the business activities and for him to collect funds that are owed to Village Hope.  The Coordinator will first collect funds for expenses incurred during the month.  These expenses will include units purchased for the phone, other purchases, and a fee of 3000 Le (???) if a newly charged battery was delivered during the month.  The remaining funds will be divided into three parts.  The VPO will receive 50% of the funds as payment for running the business.  We will take 10% of the funds to cover costs for our Coordinator.  The remaining 40% of the funds will be used to pay for the equipment.  Records will be maintained (see next section) of how much money has been collected to pay for the equipment.  As soon as the equipment is fully paid for, the VPO will begin receiving 90% of the funds remaining after repaying costs for the month unless she and the Coordinator agree to purchase new equipment (e..g, a new phone) in which case we will continue to collect funds until this equipment has been paid for.  The VPO will be responsible for any payments to people who help her run the village phone business.

Administration of the program 

The next few pages contain the forms that the VPO and Coordinator will fill out.  They are listed below along with the purpose each serves and are printed on the subsequent pages.  The forms will undoubtedly need revision as we gain experience with them. All information will be stored in digital form by our Coordinator.

List of charges:  A lists of charges made for use of the phone and all other services (e.g., charging phones) provided by the business.  These charges are used to complete the next two forms.

Phone charges.  A complete list of all calls which used units along with the number of units used, the charge/unit and total charge, and a column used to indicate (by a check) that payment was received.

Other charges.  A complete list of other charges along with the cost, total paid, and a column to indicate (by a check) that payment was received.

Monthly expenditures.  A complete list of all expenditures, including for units for the phone.  This form is completed each month and the total of the expenditures is entered at the bottom of the form.  This total is used on the next form.

Record of revenues and disbursements.  A new line is added to this form each month.  It includes the total of expenditures and revenues, the profit, and how the profit was allocated to the VPO, to the Village Hope Coordinator, and to paying for the equipment.  The total cost of the equipment, and the amount paid to date for the equipment are also entered on the form so that the VPO knows how much remains to be paid for the equipment.  Note that the “total” for equipment may change as new equipment is purchased.

Important phone numbers.  Maintained as a service to the community.  Including numbers to use in emergencies is especially important.  This form will be available at the VPO’s place of business.
Village Hope Phone Program

List of charges
	Item
	Charge

	One unit (phone use)
	 

	Phone charging
	 

	Top-up cards
	 

	SIM cards
	 

	(other)
	 

	 
	 

	 
	 

	 
	 

	 
	 

	 
	 

	 
	 

	 
	 

	 
	 


Village Hope Phone Program

Phone charges



Village:


Operator;

	Month
	Day
	Units used
	Chg/unit
	Total chg.
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Village Hope Phone Program

Other charges


 Village:



Operator;

	Month
	Day
	Item
	Cost
	Paid

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Village Hope Phone Program

Monthly Expenditures
	Date
	Item
	Cost

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 

	 
	 
	 


Village Hope Phone Program

Record of revenues and disbursements
	Date
	Revenues
	Expend-itures
	Profits
	Equipment

	
	
	
	Total
	50%
	10%
	40%
	Total cost
	Paid to date

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 


Village Hope Phone Program

Important Phone Numbers

	Name
	Number
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VHTR 18: Village Phone Project Business Plan


