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The Social Fund for Development

A Brief Profile

The Social Fund for Development
(SFD) was established in 1997 to
contribute to the implementation
of the governments social and
economic plans and to help mitigate
the effects of the economic
reform program. The SFD is an
administratively —and  financially
autonomous agency, governed by
a Board of Directors under the
chairmanship of the Prime Minister.
The Board—with
representing  the

society

sector—defines

members
government,
and the private
SFD  strategies
and general policies, and monitors
their implementation and overall

civil

performance.

The SFD’
reducing poverty and improving

main goals include
living conditions for poor people by
providing access to basic services
in education, health, water and
microfinance, as well as creating
job opportunities and building the
capacity of local partners. The SFD
uses a bottom-up, participatory
approach that
communities to prioritize their needs

planning enables

and participate in all phases of the

project cycle. Moreover, the SFD
is a modern, efficient, transparent
development institution that applies
best practices and respects traditional
local knowledge.

The SFD achieves its goals through
three main programs:

* The Community Development
Program increases access to social
and economic basic infrastructure.

* The Capacity Building Program
helps build the capacity of local
partners, including

communities,

nongovernmental
(NGOs), agencies,
consultants and contractors.

* The Small and Microenterprise
Development

organizations
government

Program  provides
microfinance services—through
intermediaries such as NGOs—and
develops financial and nonfinancial

services for small entrepreneurs.

By the end of 2004, the SFD had
committed about $337 million to
4,330 projects, and disbursed $238.5
million. These projects provided
access to basic services for 8.7
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million direct beneficiaries—about
half of them female—and generated
12.6 million days of employment.

The SFD’s first phase of operations
ran from 1997-2000 and involved
$90 million in costs. During its
second phase, from 2001-03, costs
reached $175 million. Remarkable

outcomes were achieved throughout N !

both phases. During 2004, the first A adpbanbaa Fore Ty
. . k. &
year of its third phase (2004—08), the i a5 22 2 & KRS AL £e
. . ¥, Y e AR AL E A2 Y
SFD built on lessons and experiences ¢ N - :
Se s, i

from the first two phases.

SFD funding has come from many
sources, including the Yemeni
government, World Bank, Arab
Fund for Economic and Social
Development, European Union,
OPEC Fund for International
Development, Islamic Bank for
Development and  governments
of Japan, the Netherlands, and
the United States. In addition,
communities that benefit from
SFD interventions contribute to
project costs by providing labor,
construction materials, other in-kind
contributions and cash.

In recent years, the SFD’s remarkable
track record has been carefully
studied by the donor community.
For example, the Global Conference
on Scaling Up Poverty Reduction—
sponsored by the World Bank and
hosted by China in May 2004—
selected the SFD as a case study for
learning, And in a 2003 assessment,
the Bank called the SFD “a model
agency of best practice, as it
consistently and positively affects the
process of development in Yemen.”
The Bank also said that the SFD’
“demonstration effect, as well as its
direct capacity-building activities to
government and non-government
agencies that are directly relevant
to poverty reduction, has been very
successful.”
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Board of Directors

Prime Minister and Chairman of the Board
Deputy Prime Minister and Minister of Finance

Deputy Prime Minister and
Minister of Planning and International Cooperation

Minister of Local Administration

Minister of Education

Minister of Technical Education and Vocational Training
NGO Representative

NGO Representative

Expert Representative

Expert Representative

Private Sector Representative

H.E. Abdulkader A. Ba-Jammal

Alawi Saleh Al-Salami

Ahmed Mohammed Sofan
Sadiq Bin Amin Abu Ras

Dr. Abdulsalam M. H. Al-Joufi
Dr. Ali M. Bin Sifa’

Dr. Abubakr Abdullah Al-Qirbi
Dr. Tariq Sinan Abu Louhoum
Abdulrahman Dhaiban
Mohammed Ana’am Ghaleb

Mohammed Hassan Al-Zubeiri

Private Sector Representative Abdullah Salem Al-Rammah

Banking Sector Representative Abdullah H. Al-Olofi

Minister of Social Affairs and Labor, Vice Chairman of the Board,

and Managing Director of the Social Fund for Development Abdulkarim Ismail Al-Arhabi

The SFD’s Board of Directors held four meetings in 2004. At the first, in January, the Board discussed and
approved the SFD’s Plan of Work for the year. During the second meeting, in April, the Board discussed and
approved the audit report for the fiscal year that ended on 31 December 2003.

The Board of Directors convened its third meeting in July 2004 to discuss and approve the Credit and Project
Agreements on the Social Fund for Development—TPhase 111, which was signed in July 2004 between the
World Bank’s International Development Association (IDA) and the government of Yemen and the Social
Fund for Development. In addition, SFD Managing Director Abdulkarim Ismail Al-Arhabi briefed the Board
on Yemen’s active participation in the Global Conference on Scaling Up Poverty Reduction, held in Shanghai,
China, in May 2004.

At its fourth meeting, in September 2004, the Board discussed and approved the SFD’s 2005 budget and the
projects it planned to implement in various governorates, covering all the sectors and programs involved in
SFD interventions. The meeting also thoroughly discussed issues related to the financial resources required
for 2005-08, the remaining years of the SFD’s third phase.
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Statement of the Chairman
of the Board of Directors

During 2004, the first year of its third
phase, the Social Fund for Develop-
ment (SFD) continued to be efficient
in its operations and interventions. It
also succeeded in addressing some ma-
jor national concerns, mainly involv-
ing the provision of basic services and
improvement of living conditions for
poor Yemenis. In addition, the SFD de-
serves credit for adopting and advanc-
ing a number of national strategies—
) the most significant being the small and
microenterprise development strategy, through which the government strives
to create jobs and ease unemployment.

The SFD’s successes have been widely acknowledged—particularly by the
Wotld Bank, which selected the SFD as a case study for discussion at its
Global Conference on Scaling Up Poverty Reduction, held in May 2004. The
SFD’s selection to participate in this international event confirms that Yemen
has the capacity and qualified staff required to create and manage modern
institutions that, in turn, can make proper use of donor resources. This recog-
nition should increase donors’ confidence in the country and its institutions,
and encourage channeling of additional resources to finance development
projects and fight poverty.

Abdulkader Abdulrahman Ba-Jammal
Prime Minister,
Chairman of the Board of Directors
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Statement of the

Managing Director

During 2004, the SFD achieved
its goals for the year, which was
the first in the third phase of its
operations (2004-08). It continued
to ensure high-quality performance
of its

projects and programs,

with a focus on accelerating,
monitoring and following up on
their implementation. In addition,
the SFD strived to increase cost
efficiency, improve targeting and
build its capacity and that of its

partners.

Moreover, the SFD conducted a
number of evaluation studies (both
that
analyzed how communities and other

quantitative and qualitative)

targeted beneficiaries responded to
SFD projects—to better understand
reasons for project success or failure,
and review policies and improve
interventions accordingly.

In a validation of its effectiveness,
in May 2004 the SFD was presented
as a useful case study at the World
Banks  Global
Scaling Up Poverty Reduction.
The conference chose a number of

Conference on

models and institutions that have
been effective in reducing poverty,

based on evaluations performed by
the Bank worldwide.

In 2004, the SFD focused on

supporting the development of
several national strategies. These
included the National Small and
Microenterprise Development
Strategy (and its related action plan),
a comprehensive effort designed to
create jobs and raise poor people’s
incomes by fostering small and

microenterprises. The strategy’s main

components involve  supporting
interventions in rural economic
infrastructure and providing

financial and nonfinancial (business

development) services for such

enterprises.

The SFD has also helped design
and fund the National Childhood
and Youth Strategy. In addition,
the SFD—in partnership with the
World Bank—provided financial
and technical support to help the
government (represented by the
Ministry of Social Affairs and Labor)
prepare the National Strategy for
the Care and Rehabilitation of the
Disabled.

At the sector level, the SFD
continued to pay special attention to
education, since it forms the basis
for the entire development process.
Education of rural girls was an area
of particular focus. The SFD also
continued to support the Ministry of
Education in implementing the Basic
Education Development Strategy. It
approved financing to establish the
ministry’s Education Evaluation and
Measurement Center and assisted a
variety of other ministry efforts.

The SFD continued to support
projects that provide water to remote
and isolated communities as well
as projects that help preserve the

environment, including campaigns
to raise hygiene and environmental
awareness. The SFD pays attention
to revive local spirits in community
initiatives and enhancing project
ownership, to ensure project
maintenance and service
sustainability. In 2004, the SFD also
conducted an environmental review
of ongoingand implemented projects
that it had supported in 2003.

In health, the SFD focused on
improving reproductive health care,
access to primary health services
and training for health workers.
Efforts were also made to increase
absorption capacity,  improve
curriculums and strengthen training
in health institutes.

The SFD continued to apply best
practices when integrating groups
with special needs in mainstream
society, by implementing projects
that target these groups and
supporting organizations that work
with them. Within this context, the
SFDs program for the disabled
evaluated, and a strategy
was developed. The SFD has
also developed and implemented

was

community-based rehabilitation as a
pilot program in some governorates.
In addition, an evaluation of the
SFD’s  Integrated Interventions
Program is under way—aiming
to identify the program’s lessons,
measure its impact and explore the
potential for extending it to other

areas.

When it came to rural road projects,
in 2004 the SFD continued to give
ptiority to remote and isolated areas
with high poverty indicators, to help

10



improve living conditions. The SFD
implements its interventions for
such roads using clear criteria that
are regularly reviewed. In addition,
beneficiary communities are deeply
involved in these projects, by sharing
costs and performing maintenance,
to ensure their sustainability.

With regard to preserving cultural
heritage, the SFD continued to
support  the and
restoration of histotrical monuments
and archeological sites of significant
cultural ~ value—especially  those
threatened by deterioration or
destruction. Moreover, the SFD has
been building its own as well as local
capacity in this field.

conservation

The SFD also continued to emphasize
the importance of training and
building the human and institutional
capacities of its consultants, project
officers and development partners.

As part of its efforts to devote more
attention to microfinance and small
and microenterprise development,
in 2004 the SFD organized the
Small Enterprises Week. This
event aimed to raise awatreness
about the importance of small and
microenterprises in
economy and to attract attention—
both official and popular—to their
potential, as well as to the problems
they encounter. The event included
lectures and discussions on the
sector as well as marketing of the
products of some participating
enterprises. The Small Enterprises
Week was remarkably well received
by its audience.

the national

The SFD continued to support a

wide range of initiatives addressing
women’s needs and concerns. To
that end, the SFD assessed gender
dimensions of development and
gender mainstreaming in  its
programs and projects.

As in years past, in 2004 the SFD’s
progress was aided by the ongoing
expansion of its absorptive capacity,

continuous development  and
improvement of its databases,
information technology and
management information system,

and emphasis on training its staff
and consultants.

During 2004, the SFD committed
financing for 949 projects worth
an estimated $79 million, while
disbursements reached about
$60 million. Since its inception
in 1997, the SFD has financed
4,330 projects (approved, ongoing
and implemented), with total
commitments exceeding  $337
million and total disbursements
reaching $238.5 million.

In closing, I wish to express my
heartfelt thanks, appreciation
and gratitude to Yemen’s political
leadership, under the guidance of H.
E. Ali Abdullah Saleh, President of
the Republic; to the government at
large; and to the members of SFD’s
Board of Directors—headed by H. E.
Abdulkader A. Ba-Jammal, the Prime
Minister—for  their

support and cooperation.

continuous

I also want to thank the SFD’s
financial ~ supporters, particularly
the World Bank, Arab Fund for
Economic and Social Development,
European Union, OPEC Fund for

SFD | Annual Report 2004

International Development, Islamic
Development Bank, Saudi Fund for
Development, and governments of
Germany, Japan, the Netherlands,
United Kingdom and United
States. Thanks are also extended to
the SFD’ development partners,
including government bodies, NGOs
and community committees.

Finally, 1 greatly appreciate my
colleagues’ efficiency, faithfulness
and dedication in exerting strenuous
efforts to fulfill the SFD’s goals.

Abdulkarim Ismail Al-Arhabi
Managing Director

11
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The Social Fund for Development:

A Model in Scaling Up Poverty Reduction Efforts

Since its creation, the Social Fund for
Development (SFD) has practiced a
number of important development
principles and concepts. In its efforts
to increase access to social and eco-
nomic services, the SFD uses an in-
tegrated approach based on expand-
ing infrastructure, building capacity
and providing microfinance.

Scaling up

The SFD has developed into a model
institution for reducing poverty, as
well as a source of innovation—in-
troducing new, successful approaches
to development that can be replicat-
ed on a larger scale by line agencies.
Across the developing world, reduc-
ing poverty and achieving national
development objectives—including
the Millennium Development Goals
(MDGs)—require such scaling up of
past successes (box 1; tables 1 and 2).
SFD concepts of scaling up include:

* Promoting nationwide access to
services, including in the most re-
mote areas;

* Expanding services using a proac-
tive approach—including by pro-
viding microfinance, working with

NGOs, ensuring the protection of
cultural heritage and making active
efforts to serve society’s most vul-
nerable groups (such as those with
special needs);

* Becoming an agent of change
through demonstration effects and
capacity building programs for part-
ner NGOs and institutions, affecting
how services are delivered and con-
tributing to sector policy reforms.

Several features have contributed to
the SFD’s success in scaling up its
poverty reduction efforts (box 2).
First, it has relied on outsourcing: to
keep a lean structure and at the same
time expand its capacity to support
local development projects, the SFD
has contracted local consultants and
invested in providing them with
needed training, Second, SFD op-
erations are decentralized, occurting
at regional branch offices (including
recruitment), while the central office
provides technical support and en-
sures quality. Finally, there has been
a focus on institutional capacity. The
development of an integrated man-
agement information system (MIS)
and financial system have facilitated
decentralization to regional offices as

well as reporting to donors, increas-
ing the SFD’s credibility. In addition,
investments in training have ensured
that staff are capable of handling
projects.

An independent evaluation of the
SFD’s development impacts, con-
ducted in 2003, found that in SFD
project areas:

* 44% of SFD resources went to the
three poorest deciles, and only 4% to
the richest decile.

* Gitls’ enrollment in basic education
increased from 42% in 1999 to 58%
in 2003. During the same period, the
overall entollment rate rose from
59% to 70%.

* Sick individuals who received health
care rose from 55% in 1999 to 68%
in 2003.

* Over the same period, access to
household water taps increased by
35%, while the distance to fetch wa-
ter fell by 19% and the time by 14%.
* Rural road projects reduced jour-
ney costs and times by 40% and in-
creased daily trips by 180% over the
same period (ESA Consultores In-
ternational 2003).

12
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Box 1. Yemen and the Millennium Development Goals

A 2003 progress report found that Yemen is unlikely to achieve 5 of the 7 Millennium Development Goals
(MDGs)—as well as 9 of the 11 related targets—by 2015. The first goal sets two targets: halving the proportion
of people living on less than $1 a day and halving the proportion of people suffering from hunger. Yemen is
unlikely to achieve either target by 2015. To do so, the country would have to achieve economic growth of 8%
a year—an improbable outcome given its limited capacity to foster an attractive investment environment, its dif-
ficulties in sustaining low inflation, its lack of infrastructure, its low agricultural productivity and scarcity of water
resources, and its weak human resources.

The second MDG, achieving universal primatry education, seems attainable. Although Yemen’s education indica-
tors are weak in terms of quantity and quality, efforts to expand education infrastructure, increase the supply of
(male and female) teachers and boost education quality may lead to (or come close to) realization of this goal.
The data do not seem promising for Yemen to achieve the third MDG: promoting gender equality and empow-
ering women. In 2002, only about 56% as many girls as boys were enrolled in basic education, and in secondary
education only 37%. In addition, women lag in political participation and in paid economic activities. Moreover,
difficulties imposed by poverty and traditions favor boys in education, training and other areas.

The fourth MDG is to reduce under-five mortality by two-thirds between 1990 and 2015. Although Yemen has
achieved improvements in this area—with under-five mortality dropping from 122 per 1,000 live births in 1990
to 94 per 1,000 in 2000—tremendous challenges remain. Health care coverage remains low and of poor quality,
as do water and sanitation services. Moreover, widespread poverty inhibits sufficient, decent food intake. But the
government is committed to achieving this goal, and is pursuing policies and programs that may make its achieve-
ment more likely.

The fifth MDG is to reduce maternal mortality by three-quarters. Despite some recent improvements in repro-
ductive health indicators—such as the ratio of maternal mortality, prevalence of modern contraception and level
of prenatal care—Yemen lags behind other countries in this area. In 1997, the maternal mortality ratio was 351
per 100,000 births, while the prevalence of modern contraception was just 10%. With insufficient coverage and
quality for such services, meeting the MDG for maternal mortality is unlikely.

Yemen is also unlikely to achieve the sixth MDG, the target of which is to combat HIV/AIDS, malatia and other
major diseases. There are no data on the prevalence of HIV/AIDS. Limited reporting on the disease reflects the
stigma associated with it, lack of awareness among the population and decisionmakers about its spread and weak
institutional capacity in monitoring it. Meanwhile, reported cases of malaria rose from 1,263 per 100,000 people
in 1990 to 1,532 per 100,000 in 2000. On the other hand, tuberculosis control programs have been established,
and coverage rates for contagious tuberculosis have increased significantly—from 28% in 1990 to more than 70%
in 2000. Nevertheless, such services are limited and face challenges in terms of resources, coordination and insti-
tutional capacity for diagnosis and monitoring;

The seventh MDG involves ensuring environmental sustainability and integrating the principles of sustainable de-
velopment into country policies. To that end, environmental resources must be mobilized and enhanced. Yemen
seems unlikely to attain the target of halving, by 2015, the proportion of people without sustainable access to
safe drinking water. It also faces enormous challenges in halting and reversing deforestation, the depletion of
water resources, the erosion of agricultural terraces and the collapse of biodiversity, as well as problems related to
wastewater and solid waste management.

13
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Table 1. Demographic and economic indicators for Yemen

Population, 2004 19.7 million

Population under 15, 2003 46%

Rural population, 2003 74% (of which 80% are in scattered settlements with fewer
than 500 people)

Population growth, 2004 3.02%

Population forecast, 2021 33.3 million

GDP growth, 2002 3.9%

Source: Central Statistical Organization, various years; Arab League and Republic of Yemen 2004

Table 2. Social development indicators for Yemen
(percent unless otherwise indicated)

INDICATOR NATIONAL | RURAL | URBAN
Population living under the lower poverty line, |41.8 45.0 30.8
1998

Population with access to safe water, 1999 359 21.5 80.9
[lliteracy (age 10 and above), 2003 47.0 532 27.7
Female illiteracy (age 10 and above), 2003 67.1 75.7 40.5
Net enrollment in basic education, 2002 64.5 57.4 854
Girls’ net enrollment in basic education, 2002 48.1 38.1 80.9
Working children, 2003 12.0 - -
Population with access to health services, 1999 |48.5 - -
Infant mortality (per 1,000 live births), 1997 75.3 79.0 63.4
Under-five mortality (per 1,000 live births), 94 112.0 80.0
2000

Maternal mortality (per 100,000 live births), 351

1997

Source: World Bank 2002; Central Statistical Organization, various years;
Central Statistical Organization and Macro International 1998

14
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The SFD has also achieved impressive outcomes in other areas. For example, before the SFD began operating, Yemen
did not have a formal microfinance sector. The SFD helped lay the foundations for an emerging microfinance industry
and raised awareness among policymakers on issues such as interest rates, sustainability and best practices.

In addition, the SFD was the first institution in Yemen to address capacity building in a systematic manner: its de-
mand-driven, community-based approach was new. The SFD has also become a major tool for reducing poverty—ef-
forts characterized by their transparency, community-based approach and performance standards drawn from the pri-
vate sector. In the process, it has had a tangible effect on line agencies and helped introduce concepts of community
participation in project operation and maintenance. In addition, the SFD has initiated some innovative, NGO-based
social program activities to deal with the needs of the most vulnerable groups.

Contributing factors
Several factors have helped enhance the SFD’s role and evolution, including:

* Political commitment and autonomy. The SFD has received enormous support from Yemen’s top leadership—start-
ing with Law 10 of 1997, which established the SFD as an autonomous entity. This autonomy has contributed to the
SFD’s efficiency and effectiveness by enabling it to recruit highly motivated, well-paid staff. It has also allowed the
SED to establish special accounts for donor funds in commercial banks, giving it ready cash for rapid disbursement
and response to community projects.

* Continuous development and flexibility. The SFD has adjusted its organizational setup and operational policies and
practices in line with lessons learned in the field. In addition to implementing activities to demonstrate results, the SFD
supports sector reforms to ensure sustainable impacts.

* Focus on service delivery and results. This factor has earned the SFD a strong reputation in rural communities, and
increased the demand for its services.

* Donor support. Over time the donor community has progressively increased its funding and technical assistance to
the SFD.

A classroom in Amran’s Higher Institute for Health Sciences

15
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Box 2. SFD preparations for and participation in the
Global Conference on Scaling Up Poverty Reduction

Several activities paved the way for the SFD’ participation in the Global Conference on Scaling up Poverty Re-
duction: A Global Learning Process, which was organized by the World Bank and held in Shanghai, China, on
26-27 May 2004.

Videoconference and documentary

In January 2004, a videoconference between Yemen and the World Bank was held in Sana’a. Participants demon-
strated and analyzed the experiences of the SFD and other development programs supported by the Bank. The
Bank also organized visits by a British Broadcasting Corporation (BBC) team to areas of SFD interventions. The
team prepared a documentary on the SFD’s projects and activities that was shown at the Shanghai conference and

on BBC World TV.

Visit by international media delegation

In January 2004, a group of journalists from Denmark, France and Russia visited SFD-supported projects involv-
ing education, water, training, and groups with special needs. In addition, the journalists met with a representative
of the Ministry of Planning and International Cooperation, the Mayor of Capital City, and representatives of
various NGOs. After the visit, the journalists published several articles and essays on SFD activities, reflecting
their positive impressions.

Field visits by international delegations

In late February and early March 2004, high-ranking officials from the World Bank and several international dele-
gations—from Bangladesh, Morocco, Nicaragua, and Sti Lanka—visited Yemen. The visit was one of eight made
to organizations chosen to participate in the Shanghai conference. The first day of the three-day trip focused on
discussions of the SFD and its operations, and was opened with a speech by H. E. Abdulkader A. Ba-Jammal,
the Prime Minister, and attended by several ministers, the Chairman of the Arab Fund for Economic and Social
Development, a number of ambassadors and other members of the diplomatic corps in Sana’a and representa-
tives of international development organizations.

This was followed by two days of visits to SFD projects involving service delivery (watet, education, health and
cultural heritage restoration) for rural tribal communities and activities for vulnerable groups in urban areas (a
center for blind girls, a center for street children, a women’s training facility and microfinance operations). The
Wotld Bank assessed the event as a rich learning experience for all participants and a strong case meriting high
prominence at the Shanghai conference and beyond.

Visit by international parliamentary delegation

In April 2004, 2 multinational delegation of patliamentarians—representing Brazil, Canada, Egypt, Finland, India,
Ireland, Lebanon, Pakistan, and Tunisia— visited the SFD’s main office, where it was briefed on SFD support for
development and service delivery projects. The delegation also visited several SFD projects in the Al-Mahweet
governorate. The parliamentarians praised the SFD’s community-driven approach to its interventions.

Participation in the conference

Yemen was an active participant in the Shanghai conference, which focused on ways of fighting poverty and
optimal policies and strategies for implementing development projects and reducing poverty levels. Yemen’s del-
egation was led by Abdulkarim Ismail Al-Arhabi, Minister of Social Affairs and Labor and Managing Director
of the SFD, and included officials from the Ministry of Planning and International Cooperation and civil society
organizations.

The conference attracted more than 700 participants from all over the world, including representatives of govern-
ments, international organizations, private companies and civil society organizations. Participants shared views
and experiences from their efforts to reduce poverty. During the conference, the SFD’s experience was evaluated
using international criteria applied by major donors, including the World Bank. These criteria included efficiency
in implementing plans and executing community-driven development projects and programs—measured in terms
of their high quality and low operating costs—as well as success in targeting the poorest, neediest areas and com-
munities. The evaluation confirmed the progress that Yemen has made in building capacity and moving toward
international standards for managing development institutions. The SFD was widely discussed at the conference,
and the attention that Yemen received will likely boost the confidence of donors and increase their financing for
its development projects and poverty reduction efforts.
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2004 Operations

The projects
the SFD’s 2004 action plan were
implemented by its six executive
units: Education, Cultural
Heritage and Rural Roads, Water
Health
Training

and programs in

and Environment, and

Social Protection, and
Otrganizational Support and Small

and Microenterprise Development.
Targeting efforts

SFD projects rely on three types of
targeting:

* Geographic targeting allocates
funds to governorates and districts
based on the number of poor
households they contain; thus, poorer
districts receive more funds. Within
districts, a demand-driven approach
is used, though again the SFD favors
poorer villages and neighborhoods.

* Sector targeting focuses on
redressing problems such as low
gitls’ enrollments, health worker
shortages in rural areas and weak
institutional and technical capacity
among local NGOs. The SFD
tailors its responses to the problems
faced—for example, implementing
training programs to provide health
wotkers in underserved rural areas,

designing capacity building programs
for NGOs and creating microfinance
programs.

* Social targeting focuses on groups
with special needs, including the
disabled, women and children at risk
and socially marginalized groups.

In 2004, the SFD approved 949
projects with an estimated cost of
$79 million. Of these investment
commitments, 72% was allocated
using geographic targeting and 28%

I |
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using sector and social targeting.

To assess the geographic targeting
of SFD investment commitments in
2004, 485 project locations with $44
million in commitments wetre chosen
and split into four groups based on a
poverty-related indicator that reflects
living standards and the availability
of basic services. (Locations were
selected based on projects that serve
only one village or neighborhood,
and the
education, road, water, environment
and health projects.) Poverty-related
data came from the 1994 Census (at
the time of the analysis, the only

analysis  focused on

source of village-level data), and
the indicator is based on a simple
average of seven basic indicators
for a location’s population: illiteracy
(age 10 and above), non-enrollment
6-15),
households relying on wood and

in basic education (ages

coal for cooking, households lacking
safe households
lacking electricity, households living
in temporary (shanty) dwellings

drinking water,

and households lacking access to
appropriate sanitation. The higher a
location’s poverty-related indicator,
the worse are its living conditions.
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Figure 1. Distribution of SFD investment commitments by poverty level, 2004
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Only 17% of the geographically targeted investments were allocated to the least poor settlements—those with a
poverty-related indicator of 0-25% (figure 1). About 22% of investments went to the second category, where the
poverty-related indicator ranges from 26—-50%. The largest share of geographically targeted investments (43%) went
to areas with a poverty-related indicator of 51-75%. (Nearly half of the country’s poor population falls into this cat-
egory.) Finally, 18% of investments were earmarked for the poorest category of Yemen’s population, where the pov-
erty-related indicator exceeds 75%. Thus about 61% of the yeat’s geographically targeted investments were allocated
to poorer areas (with poverty-related indicators above 50%), and just 39% to less poor areas (with poverty-related
indicators below 51%).
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Education

Education projects in 2004 reflected the SFD’s vision for its third phase of operations and the geographic targeting
policy indicators for areas found to be in greatest need of education services.

The SFD’s education interventions for the year supported the goals of the national Basic Education Development
Strategy by conducting interventions aimed at addressing challenges facing basic education (formal and informal), with
a focus on developing infrastructure, providing institutional support and building capacity (box 3). The plan also:

* Supported national efforts to positively change education concepts, methods and practices.

* Contributed to efforts to develop education systems, including those by the Ministry of Education to expand pre-
school (kindergarten)—an essential precursor to basic education.

* Worked with the Ministry of Education to create a mechanism to increase the community’s role in improving school
performance.

* Sought to narrow gender gaps in enrollment and ensure a favorable educational environment that helps boost rural
gitls’ learning and leadership capacities, to prepare them to participate in community development.

Students are strongly encouraged to learn and compete from a young age
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Box 3. The Wadi Al-Hubaishi school—expanding education in a needy area

We thought that only ministers could visit the SFD, until the SFD team came to inform us that we have access to
it and helped us fill out applications for projects. Now the SFD’s branch manager is my friend, and every time I
go to Sana’a, I stop in Amran to visit him and check on the status of our other requests for projects.

Ali Jubari ALShumari, Director of Wadi Al-Hubaishi schoo!

Wadi Al-Hubaishi village and its satellites are situated in the subdistrict of Ruba’ Al-Shumari, about 4 kilometers
from the center of Bani-Kais Al-Tawr district in Hajjah governorate. The village is one of the poorest in the gov-
ernorate, with living standards falling in the bottom quintile and an adult illiteracy rate of 88%. The village’s 1,211
people subsist on rainfed agriculture and goat raising during the dry season, and many young villagers migrate to
nearby cities for job opportunities.

The SFD’s first visit to the area

During an office screening, the local SFD branch realized that, despite its low development indicators, the vil-
lage had not submitted any requests for projects. So, a team of researchers was sent to the area to promote SFD
interventions, assess the population’s priorities and develop requests for projects. The population indicated that
its most pressing need was for a school building. The village had a one-classroom school with an inappropriate
structure that the community had built in 1992; other classrooms were conducted in the open air. The school had
126 students enrolled in grades 1-0, including 24 female students—who usually stopped attending at grade 4 due
to the lack of a separate classroom for gitls.

The intervention

Based on priorities set by the community, the SFD built a school with four classrooms, three of which were split
into six divisions. The new school also has an administration room, teacher dormitory, student toilets, a fence and
a water harvesting reservoir.

Outcomes

Monitoring visits after the first year of the project’s operation found that enrollment had increased from 126 to
192 students, with the number of female students rising from 24 to 68. The number of teachers had increased
from four to eight, and the school had expanded to cover grade 7.

Operation and sustainability

The school’s parent council formed a committee to oversee the school’s operation and maintenance. Monitoring
visits found that the school is running well and has been well maintained, and that the area surrounding it has
been planted with trees.
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In 2004, the SFD contracted financing for 404 education projects with an estimated cost of nearly $41 million (table
5). Since its inception, the SFD has supported 2,083 education projects, with commitments approaching $170 million.
Basic education accounted for neatly all of the sector’s projects (380). The rest were distributed among four subsec-
tors: supporting education policies and trends and promoting preschool education, girls’ education and education

quality.
Table 5. Indicators for the SFD’s Education Unit, 2004 and cumulative
Indicator 2004 Cumulative
Number of projects 404 2,083
Commitments (millions of U.S. dollars) 40.8 169.9
Disbursements (millions of U.S. dollars) 24.2 113.5
Direct beneficiaries (millions) 0.2 1.3
Female share of direct beneficiaries (percent) 41.7 44.0
Temporary employment created (millions of days) 1.5 6.8

Basic Education Infrastruc-
ture Expansion and Develop-
ment Program

This program aims to increase basic
education enrollments, expand the
geographic spread of education serv-
ices based on poverty and education
indicators , narrow the gap between
the number of boys and girls enrolled
in basic education, and improve
the education environment. During
2004, 380 projects were developed
to support 379 schools—construct-
ing 2,373 new classrooms, renovat-
ing 433 others and providing 36,400
chairs. About 145,000 students—
42% of them girls—are expected to
benefit from these projects.

Since its inception, the SFD has con-
structed and furnished 1,972 schools,
and furnished 72. Overall, the SFD
has supported 14,517 classrooms,
building 11,119 new ones and reno-
vating 3,398. These projects have di-
rectly benefited 1.3 million students,
44% of them female (see table 5).

Preschool education support

With the launch of the SFD’s third
phase, preschool education became
an additional subsector covered by
its Education Unit. The unit pre-
pared designs and specifications,
which were then reviewed by the

Ministry of Education, for two mod-
els of kindergartens: large (with six
classrooms) and small (with three
classrooms), both with annexes, ad-
ministration rooms, activities rooms,
toilets and storage areas.

Financing was provided to build
five kindergartens based on the new
specifications: one in Al-Sheikh
Othman (Aden), two in the districts
of Al-Dhihar and Al-Mashannah
(Ibb City), one in the city of Ataq
(Shabwah) and one in the city of
Tareem (Hadhramaut). The SFD
has also worked with the Ministry
of Education to update kindergarten
bylaws.

Education Quality Program

This pilot program is being applied
in 18 schools across 10 governorates.
It aims to enhance concepts of com-
prehensive education quality based
on efficiency and performance,
and to improve the performance of
school staff by developing a spirit of
and skills for cooperation. The pro-
gram’s goals also include improving
the work of administrators, instruc-
tors and other staff by providing
continuous training, involving activi-
ties related to all components of the
education system.

In addition, the program aims to en-
hance and support the capacities and

skills of the schools’ social workets,
create channels for open commu-
nication and cootrdination between
the schools and their communities,
attain a qualitative improvement in
education, document programs and
procedures, enhance the application
of systems, upgrade students’ learn-

Students in Al-Hamza school (Amran)

ing levels, communicate with rel-
evant government and private agen-
cies, and cooperate with concerned
departments, firms and institutions
willing to support the program.

Schools were selected for the pilot
program using specific criteria. These
included the school’s efficiency as
an integrated unit (along with its
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Girls-only classrooms encourage female students to continue attending school

readiness and capacity for change),
participation by school principals
as an essential component of the
education process, the school’s ad-
ministration and community partici-
pation—whereby the school serves
the community and the community
provides materials and services to
the school. Although most of the
selected schools were built by the
SFD, some were established by other
agencies, and are distributed among
neighborhoods with different popu-
lation structures and living standards,
serving poor students, less poor stu-
dents and marginalized groups. In
addition, half the schools in the pro-
gram are for girls only.

The schools were chosen with the
help of governorate education of-
fices. Needs were identified, and
plans and training programs pre-
pared and implemented. Training to
improve administrative and technical
performance was provided to school
staff, parent councils and local com-
munities.

Schools were given tools and equip-
ment to help improve education
quality. For example, some schools
received office, administrative and
laboratory equipment. In addition,
field visits were conducted and expe-
riences shared on quality education,
and several coordination meetings

were held for concerned parties to
review plans.

Two intensive two-month coutses
were held for 12 male and female
English-language teachers in eight of
the program’s schools in the Capital
City. In addition, 472 teachers at-
tended coutses on modern education
concepts and approaches, including
learning technology, school activities,
class and annual plans, measurement
and evaluation, education and learn-
ing strategies, relationships between
students and school communities,
care for students with special needs
ot talents, and teacher characteristics
and roles.

Rural Girls Education
Program

The SFD has implemented a pilot
program in 2002-06 (as a first stage),
and will measure its impact and use
its lessons to develop a program that
aims to raise to the national average
the average enrollment of rural girls
in the basic education age range. The
Rural Gitls Education Program seeks
to increase the average enrollment of
gitls by 20% in five areas: Al-Soudah
(in the governorate of Amran), Weld
Ayyash (Sa’adah), Al-Ramya Al-Uliya
(Al-Hudaidah), Al-Azareq (Al-Dhale)
and Al-Maga’eshah (Taiz). The pro-
gram’s components have included a

survey and other studies, communi-
ty-based groups, infrastructure sup-
port and capacity building,

Studies

The SFD carried out a participatory
rural assessment (PRA) to evaluate
activities conducted in the selected
areas during 2002—04. The PRA in-
cluded interviews with community
committees and community mem-
bers (men, women and children).
The SFD found some favorable
changes that support continuing the
program, such as higher girls’ enroll-
ments in basic education (especially
in grades 1-3) and increased willing-
ness to continue attending school if
education services improve (exist-
ence of girls-only schools and avail-
ability of sufficient numbers of fe-
male teachers).

These changes were the result of
enhanced efforts to raise awareness
about the importance of gitls’ edu-
cation, conducted by the SFD team
while preparing for the study. An-
other factor that contributed to the
positive changes was an increase in
access to water by expanding and
improving rainwater harvesting cis-
terns and al-mawajel (natural areas
lower than the land where rainwater
collects)—efforts that were initiated
under the program in Al-Soudah
(Amran). (Increased access to water
makes it more likely that girls will at-
tend school because they no longer
have to spend as much time fetching
water.)

The SFD also conducted economic
and social studies involving commu-
nity participation in the districts of
Magbanah and Mawyiah (Taiz), de-
signed to learn the reasons for girls’
low enrollments. In addition, parent
councils and community commit-
tees have been established in the Al-
Maga’eshah subdistrict (Magbanah,
Taiz).
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Community-based groups

In 2004, the SFD created a com-
munity participation mechanism to
support rural girls’ education. Parent
councils and beneficiary commit-
tees were established in eight of the
schools covered by the pilot Rural
Girls Education Program. In addi-
tion, local volunteer groups were
formed to support education in the
targeted governorates and to commu-
nicate and coordinate with govern-
ment agencies and nongovernmental
organizations (NGOs) working on
education and local development in

the governorates.

Infrastructure support

The SFD has developed eight projects
to build and renovate classtrooms
in girls-only schools in the gover-
norates of Sa’adah (three schools),
Al-Hudaidah (three), Amran (one)
and Al-Dhale’ (one). In addition, 14
water harvesting cisterns have been
renovated in Al-Soudah (see above),
in coordination with the Water and

Environment Unit.

Capacity building

The SFD has conducted two capac-
ity building programs, one to train 20
consultants (half of them female) on
community participation and one to
train 26 trainers (male and female)
on the education environment. The
trainers were screened and selected
to provide training to teachers (again,
of both sexes) in the schools cov-
ered by the program. The SFD has
also organized five workshops for
90 local volunteer teams supporting
education at the governorate level
as well as five coordination and con-
sultation meetings with agencies and
organizations working on education
and local development in the gover-
norates targeted by the Rural Gitls
Education Program.

Institutional support to the
Ministry of Education

The SFD provides institutional sup-
port to the Ministry of Education to
help develop the ministry’s adminis-
trative and institutional structures—
and reap the benefits of the results
through ministry assistance for SFD
interventions. SFD assistance also
contributes to the development of
the ministry’s education measure-
ment and evaluation centers, sup-
ports its centers for school learning
resources and supports its Education
Statistics and Planning General Di-
rectorate and School Map General
Directorate.

SFD support to the ministry takes
three forms:

* Construction—building education
centers in governorate capitals, con-
structing facilities for teacher train-
ing centers, building facilities for
learning resources in schools.

* Equipment—providing technical
equipment, preparing programs that
meet specific technical needs, pro-
viding office furniture to support
technical aspects of work.

* Training—for administrative staff
in sectors directly involved in the
education process, such as planning,
curriculums and school evaluations.

Some of the SFD’ 2004 activities
involving institutional support to the

SFD | Annual Report 2004

Ministry of Education are described
below.

Education Facilities
Improvement Project

This project, developed with the
Ministry of Education, aims to set
and apply design standards for all
the agencies involved in construct-
ing school buildings. In cooperation
with the ministry’s Projects Sector,
the SFD held a workshop to dis-
cuss proposals for upgrading school
buildings to meet the requirements
of modern curriculums and related
activities inside and outside the class-
room, as well as the appropriateness
of wvarious traditional building pat-
terns associated with the diverse cli-
mate throughout Yemen. About 86
participants (engineers and educa-
tional staff) attended the workshop,
representing the concerned agencies
in all the governorates. A number of
recommendations were made and in-
cluded in the workshop documents,
which (following the ministry’s ap-
proval) will be binding on all agen-
cies involved in constructing school

buildings.

The SFD also equipped the min-
istry’s Project General Directorate
(Projects Sector) with computers
and other equipment to facilitate and
improve staff performance. In addi-
tion, 18 engineering staff have been
trained to use software related to

Some basic education classes in SFD-supported schools teach boys and girls together (Al-Irshad School, Amran)
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SFD-supported school in Kuhlan Afar, Hajjah

their work, which will help improve
their performance and efficiency, and
should ameliorate problems with the
design and construction of school
buildings.

District Education Administra-
tion Decentralization Support
Project

To help the Ministry of Education
decentralize its operations and deliv-
er services more effectively, the SFD
approved seven projects to construct
education offices in the districts of
Al-Qaherah, Al-Mawaset, Al-Qaft,
Al-Saddah, Mudhaikherah, Tuban
and Al-Qabbaitah.

Education Measurement

and Evaluation Project
Recognizing the role that education
measurement and evaluation play
in improving the quality of educa-
tion, the SFD supported this project,
which had been adopted by the Min-
istty of Education because it con-
tributes to implementation of the
national Basic Education Develop-
ment Strategy. The SFD agreed to
finance construction of the national
Education Measurement and Evalu-
ation Center and provide it with
technical and institutional support.
As a result of this support, the min-
istry established a Measurement and
Evaluation Unit.

School Map Support Project

This pilot project aims to help the
Ministry of Education’s School Map
General Directorate develop an up-
dated database on the education sys-
tem. The database will help ministry
decisionmakers (central and local)
make determinations on the distri-
bution of education facilities, deploy
education workers to help settle-
ments in need and provide education
opportunities in rural and urban ar-
eas to both girls and boys.

The project has been implemented
in the governorates of Dhamar and
Al-Baidhah, using scientific and me-
thodical approaches that can be rep-
licated in other governorates. The
project reviewed these standards,
and the Ministry of Education rati-
fied them. As part of this effort, a
workshop was conducted for 70 par-
ticipants, including heads of School
Map Directorates and Statistics and
Planning Directorates from all gov-
ernorates, researchers and university
professors. In addition, a symposium
was held to introduce the school map
to local councils.

SFD support has also included two
courses for field researchers from
the School Map General Directorate
and the School Map Directorates in
Dhamar and Al-Baidhah on using
handheld Geographic Positioning

System (GPS) equipment and trans-
ferring the resulting data to comput-
ers of local ministry offices. Another
course was held for school map staff
on using the Geographic Informa-
tion System (GIS). In addition, the
SFD financed a field survey and
provided central and local school
map staff with equipment such as
computets, map plottets, projectors,
cameras, photocopiers, GPS sets and
GIS software.

Building staff capacity

As part of its education-related ef-
forts in 2004, the SFD conducted
numerous workshops, organized
study visits, attended symposiums
and participated in a range of local
and regional events and activities.
For example, a workshop was held
for branch managers and education
project officers on the relationship
between community education and
development concepts. The SFD
also sponsored field visits for sharing
information among branch project
officers—to exchange experiences,
study effective interventions, redress
problems and develop future inter-
ventions.

In addition, a workshop on strategic
planning was held for branch of-
fice managers, and included visits to
community-based education projects
in Egypt. The SFD also organized
study visits to Bangladesh (to learn
about its successful projects in for-
mal and informal education, com-
munity schools, kindergartens, rural
libraries and partnerships between
the government and local organi-
zations) and Jordan (to obsetrve its
experiences with education measure-
ment and evaluation).
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Cultural Heritage
and Rural Roads

In 2004, the Cultural Heritage and Rural Roads Unit approved 72 projects,
with investment commitments totaling about $7.7 million (table 6).

Table 6. Indicators for the SFD’s Cultural Heritage and Rural Roads Unit
by sector, 2004 and cumulative
Indicator Cultural heritage i Rural roads
2004 Cumulative 2004 Cumulative
Number of projects 34 98 38 143
Commitments (millions of U.S. dollars) 3.5 14.1 4.2 16.2
Disbursements (millions of U.é. dollars) 2.5 6.0 2.9 11.0
Direct beneficiaries (millions) 0.06 0.3 0.2 1.1
Female share of direct beneficiaries
(percent) 44 46 50 50
Temporary employment created (millions of
days) 0.2 0.7 0.2 1.1

* This indicator is not applicable for most cultural heritage projects.

Cultural heritage

SFD cultural heritage projects safeguard Yemen’s cultural and historical
legacy, which forms the core of the country’s identity. Interventions include
historical sites, cities, monuments and other significant assets, many of which
are threatened by increasing urbanization and other factors. Such assets are
also deteriorating because of the limited capacity and weak performance of
relevant agencies.

In 2004, the SFD committed $3.5 million in financing to 34 projects in the
sector. Cultural heritage interventions rely on three main strategies:

* Building and expanding the capacity (particularly technical capacity) of
organizations and individuals at various levels to document, restore, renovate
and protect Yemen’s cultural heritage.

* Supporting national efforts to preserve World Heritage historical sites of
aesthetic and cultural value (as designated by the United Nations Educational,
Scientific and Cultural Organization), such as Shibam (Hadhramaut), Zabeed
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(Al-Hudaidah) and the old city of
Sana’a.

* Helping to develop an inventory of
cultural heritage assets. For example,
the SFD has supported the creation
of an inventory for the National
Museum, to be incorporated into the
Ministry of Culture’s general database
on antiquities and museums.

During 2004, completed and ongoing
preservation projects included the
Magqashem (green areas and small
gardens adjacent to mosques) in the
old city of Sana’a, the walls in the
historical city of Sa’adah, the National
Museum, the Shibam (Hadhramaut)
Historic Program, restoration of the
southern gate in the city of Zabeed
and the Shibam (Kawkaban). In
addition, photogrametry (precise
documentation  of
performed with
photography,

instruments

monuments

real dimension
using

and

advanced
sophisticated
software) was conducted to provide
architectural documentation of the
two Great Mosques of Sana’a and
Shibam (Kawkaban). Other, smaller
administrative and software support
projects were also implemented.

Street paving increases access to cities
of historical value, as here in the old city of Amran
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Rural roads

SFD road interventions focus on linking villages to subdistricts and linking
isolated areas to markets and services (such as education and health care).
During 2004, the SFD approved 38 road projects—32 for feeder roads, 5
for street paving and 1 for training—worth nearly $4.2 million. The length
of feeder roads constructed and improved during the year totaled 265 kilom-
eters, while street paving in urban areas covered 48,700 square meters. Since
the SFD’s inception, it has supported 143 road projects with an estimated
cost of about $16.2 million. The length of roads built or improved by these
projects runs 1,115 kilometers, and the area of street paving projects ap-
proaches 214,000 square meters.

In 2004, implementation responsibilities for road projects were increasingly
decentralized to branch offices, with the head office continuing to provide
policy and technical support as well as supervision. Decentralization efforts
were preceded by rigorous training for the staff of branch offices. In addi-
tion, the unit’s operation and technical manual for feeder roads was updated
with assistance from international expert, to mainstream and standardize
project implementation in SFD branches.

SFD-supported rural road in Al-Maqatera, Lahj

Box 4. The Bani-Hat road—easing isolation, providing enormous benefits

Using a direct implementation approach, the SFD has helped construct a rural road in the subdistrict of Bani-Hat
(Al-Udain district, Ibb governorate). The road, 9 kilometers long and an average of 3 meters wide, is in the final
stages of completion. The project’s cost is about $105,000, or $13 per capita among the beneficiary community’s
8,000 residents. The community contributed about 5% of the cost.

Local beneficiaries have responded enthusiastically to the road improvements. They say that because of the
road, many previously unavailable basic services—electricity, education, telephony—have started flowing into
the subdistrict. The project has connected this remote, isolated area to the asphalt road linking the center of the
Al-Udain district, the city of Ibb and Al-Garrahi (Al-Hudaidah governorate), where markets, health centers and
basic services and commodities are available. According to Hamoud Abdo Bin Ahmed Saree’, a local taxi driver,
“the difference that the project has made in our lives is huge—so huge that one cannot compare the situation
before and after.”

Ahmed Ali Mahdi, 2 member of the beneficiary community, said that the project has eased many of the sufferings
faced by local people, particularly poor people. Moreover, before the project, a limited number of vehicles—all
from the area—were seen in the subdistrict. “Now,” he says, “we see more cars visiting our subdistrict.”

Traffic volume in the subdistrict is expected to increase from 9 cars a day (all four-wheel drive) before the road
construction to 50 cars (of almost any type) after, and the cost of basic commodities is expected to fall substan-
tially. In addition, the project provided jobs for local unemployed workers (skilled and unskilled), such as imple-
menting protection works, retaining walls and water drainage components. Reflecting the community’s strong
support, a three-member maintenance committee was elected even before project implementation was complete,
to begin arranging maintenance for the road and so ensure its sustainability.

Another local driver, Muhammad Ali Hassan Al-Husam, said that before the project he refused to transport
people or goods outside the subdistrict for fear of damage to his car—even though some people offered him a
lot of money to make such trips. And another community member, Muhammad Abdo Sa’eed Al Shay’e, said that
“SFD interventions, including this project, are 200% successfull All aspects of the road project reflect this fact,
including the community committee, the project’s quality, the employment created and the speed of the road’s
construction... In the past, when I traveled for hajj (pilgrimage) or #mrah (visit to the holy site in Mecca any time
of the year), I used to be anxious about the trip home. But I was not concerned about traveling the long distance
from Mecca to Sana’a, and then to Al-Udain. Rather, I was worried about the remaining distance from Al-Udain
to my house and family in a village near Bani-Hat.
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"‘_‘f Many SFD projects are executed using community contracting approach (Al-Dukhainah, Lahj)

Community Contracting Program

The Community Contracting Program is a pilot in the Cultural Heritage and Rural Roads Unit aimed at building the
capacity of communities to manage resources and local contracts. Beneficiary communities participate in the program
throughout the project cycle. The program initially involved four governorates and was managed by the main office,
then expanded to three others where it was managed by branch offices.

In 2004, the program focused on training and capacity building, Six workshops were held for 125 consultants and
project officers, as well as 30 members of local councils. In addition, 44 members of community committees shared
experiences through field visits and office discussions

At the end of 2004, an evaluation survey was conducted of households in beneficiary communities. Fifteen experi-
enced male and female consultants carried out field visits and collected data through 1,100 questionnaires. The sur-
vey’s findings are expected in the first quarter of 2005.

Beneficiaries of both sexes and all ages elect community and maintenance committees when
implementing community contracting projects (Al-Masajed, Adeem, Al-Mawaset, Taiz)
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Water and Environment

In 2004, the SFD approved 173 water and environment projects worth about
$14 million (table 7)

Table 7. Indicators for the SFD’s Water and Environment Unit by sector,
2004 and cumulative
. Water Environment
Indicator 2004 Cumulative 2004 Cumulative

Number of projects 146 716 27 110
Commitments (millions of U.S.

dollars) 10.0 45.6 3.9 14.9
Disbursements (millions of U.S.

dollars) 0.6 31.6 0.03 8.3
Direct beneficiaries (millions) 0.3 1.8 0.4 3.6
Female share of direct beneficiaries

(percent) 50 50 50 50
Temporary employment created

(millions of days). 0.5 2.0 0.1 0.5

Water

During the year, the SFD approved 146 water projects worth nearly $10 mil-
lion. It continued to give high priority to rainwater harvesting (94 projects)
and small dams and irrigation (24), because such projects operate by gravity
and rely on renewable water sources. Other projects involved potable water
(26) and training and hygiene awareness (2).

Rainwater harvesting

The SFD focuses on rainwater harvesting projects—accompanied by hygiene
and environmental awareness campaigns—because they are the main tradi-
tional source of water in rural areas, conform to the National Water Strat-

egy and provide renewable, low-cost
water. But the SFD has learned that
such projects cannot be implement-
ed the same way in certain coastal
areas as in mountainous areas. Thus,
it is exploring solutions to help those
coastal areas gain access to sustain-
able water sources.

During 2004, the SFD approved
projects to build 127 cisterns and wa-
ter tanks in 14 governorates. These
projects are expected to increase wa-
ter storage capacity by about 39,000
cubic meters and benefit 84,000 peo-
ple. Since its inception, the SFD’s
support for traditional water harvest-
ing schemes—using cisterns and ka-
rifs (basins dug by moving soil until
impervious soil is reached, without
any masonry work except for inlets
and outlets)—has increased storage
capacity by about 550,000 cubic me-
ters and benefited more than 900,000

P SR
N T

Water-supply scheme (Ain-Bait-Qeera, Al-Mahweet)

In 2004, the SFD introduced a new
approach to rainwater harvesting
projects involving higher cost shar-
ing and participation by beneficiary
communities. The SFD pays for ma-
terials that are not available locally
(such as cement, steel reinforcement
and plastering mesh), while commu-
nities provide other materials, water
and labor, and implement projects in
accordance with required specifica-
tions. This approach enhances com-
munity ownership of projects and
enables the SFD to implement more
projects. In addition, because com-
munity contributions are relatively
high, beneficiaries tend to choose
optimal but low-cost options. Such
projects—like the one implemented
in Al-Mahweet governorate—have
proven quite successful (box 5).
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Box 5. Piloting a new ap-
proach to providing water

In 2004, the SFD implemented a
rainwater harvesting project that
provided 19 cisterns in various vil-
lages in the subdistricts of A’bs and Al-Ammariyyah (Al-Khabt district, Al-Mahweet governorate).
Before the project, houscholds in the atea had obtained water through a mechanized, piped system.
But this supply was subject to interruption—sometimes for as long as 20 days.

¥ ikl

SFD-supported rainwater harvesting projects give communities sustainable sources of water (Al-Sawdah, Amran)

The SFD helped beneficiary communities construct and renovate traditional cisterns, effective ways
of collecting and storing water during rainy seasons for use during dry seasons. In some areas, tradi-
tional cisterns were renovated; in others, new ones were built (as in the villages of Al-Nesserah and
Al-Qasabah). Each cistern serves a single village, and most are covered to protect water from dirt and
pollution.

Beneficiary communities provided excavation works, stones, watet, equipment and other locally avail-
able materials, and helped with implementation. (In some cases, the community contribution reached
50%.) The SFD provided cement, steel reinforcement, plastering mesh, sand and aggregate. In addi-
tion, the SFD started experimenting a fish, called A-Disbar, that feeds on malaria-transmitting mos-
quito larvae.

The project has one elected community committee consisting of 19 members representing each par-
ticipating village, as well as 4 women who agreed to join the committee. In addition, the committee
elected two subcommittees: one for monitoring and auditing (with three men and one woman) and
one for women’s affairs. The committees facilitate interactions with community members of both
sexes and help implement community contributions.

The project has also included hygiene campaigns and water purification efforts (using slow sand filters,
low-cost bucket filters and even solar disinfection). In addition, the project has sought to raise aware-
ness about diseases such as malaria, bilharzia and diarrhea. Because of high illiteracy rates, awareness
raising campaigns rely heavily on a participatory approach, and use illustrative drawings and pictures.
Female and male participants alike ate encouraged to attend awareness-raising coutses by involving
them in preparing the awareness campaigns program, as well as by awarding them certificates verifying
their participation.
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Natural methods for wastewater treatment, using oxidation
ponds and constructed wetlands (Shibam, Kawkaban)

Small dams and irrigation

Small dam projects are important
for supplying the large quantities
of water that beneficiaries (mainly
farmers) need—including for irri-
gation—to raise their incomes and
improve their economic, social and
health situations. Most of the dam
and irrigation projects implemented
by the SFD serve multiple purposes,
as they provide water for drinking,
household use, animals, irrigation
and recharging aquifers.

The small dams developed by the
SFD in 2004 have a storage capac-
ity of 119,000 cubic meters and are
expected to benefit 73,000 people.
Cumulatively the additional storage
capacity is expected to reach 903,000
cubic meters and 184,000 people.

Potable water

The SFD implements projects de-
signed to provide drinking water
from sources such as springs, from
which water can flow by gravity. Such
projects provide renewable sources
of drinking water, with affordable
operation and maintenance costs
for beneficiaries. The SFD not only
helps implement such projects, it
also trains project management com-
mittees (elected by communities) in
operation and maintenance, book-
keeping, water tariff calculation, ac-
counting and other project manage-

ment issues to ensure sustainability.

In 2004, such projects accounted for
about 15% of SFD water projects,
and were conducted in villages and
subdistricts
Potable water projects include im-

in 10 governorates.

proving water sources, renovating
or constructing water networks and
building distribution tanks and ba-
sins to collect water from springs.

When it comes to mechanized wa-
ter projects, whether implemented
by the SFD or other agencies, the
SFD restricts its interventions to
providing organizational support to
minimize water losses and improve
Such
interventions include creating an ac-

administrative performance.

counting system for a project and
providing the accounting books and
sheets required for a year, supplying
and installing water meters for wells,
tanks and networks, and supplying
and installing valves to control water
distribution and protect pumps.

Training and hygiene awareness

In September 2004, a training course
was held on the SFD’s new approach
to water harvesting projects (see
above). The course was attended by
water project officers and consult-
ants from all of the SFD’s branch
offices, and included a visit to the
water harvesting project in A’bs and

Al-Ammariyyah to learn from its
success (see box 5).

In addition, the SFD produced a
number of publications, including a
2004 calendar that promotes appro-
priate hygiene practices to gain the
maximum benefit from water har-
vesting projects. In addition, the SFD
produced three short films on hy-
giene and environmental awareness
related to water harvesting projects.
The first was on health awareness in
water harvesting projects, the second
on water pollution sources and ways
to avoid them and the third on hy-
giene awareness, particularly water
borne diseases and how to cut their
cycles of transmission.

An SFD-sponsored health awareness
campaign in Bani-Nouf (Amran)
offered encouraging results. Three
months after the campaign, diarrhea
cases had decreased considerably,
and the number of households in-
stalling and using their own water-
purifying bucket filters had increased
from 0 to 40.

Environment

During 2004, the SFD sponsored 27
environment projects worth nearly
$4 million. The projects fell into four
areas: wastewater management (10
projects), solid waste management
(8), training and awareness (5) and
water and soil conservation (4). In
addition, the SFD solicited an envi-
ronmental review of its 2003 projects
to ensure that branch offices were
committed to its environmental plan
and to quickly resolve any problems
that may arise.

Wastewater management
The largest share of SFD environ-
ment activities involved wastewater

These
are being evaluated to draw lessons,

management. interventions
ensure sustainability and attain the
maximum benefit from such projects.
Projects included establishing sanita-
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tion networks and wastewater treat-
ment plants, renovating sewer lines
and building public toilets.

Solid waste management

This subsector included projects to
build and equip slaughterhouses in
Mareb, Khamer (Amran) and Zabeed
(Al-Hudaidah), as well as to collect
solid waste in the old city of Sana’a
and in Bajel and Bait Al-Faqeeh (Al-
Hudaidah). In addition, two projects
were developed to manage hazard-
ous medical waste in the Capital City.
One involves constructing the haz-
ardous medical waste management
building in Al-Azrakain dumping
site; the other involves supplying and
installing equipment related to col-
lection, transportation and treatment
of such waste.

Training and awareness

During 2004, the SFD continued to
emphasize training and awareness
activities to increase the capacities
of project officers and consultants
in supporting environmental inter-
ventions. These efforts included a
course for 20 consultants on envi-
ronmental auditing and reporting
of SFD projects, conducted by a re-
gional firm with considerable experi-
ence in the field. Some of the trained
consultants helped prepate the envi-
ronmental review of the SFD’s 2003
projects (see below).

Three other training courses were
held as well. The first, on low-cost
methods for treating wastewater, last-
ed three weeks and was attended by
24 local consultants. The course cov-
ered theoretical and practical issues,
and included visits to the wastewa-
ter treatment plants in Hajjah, Am-
ran, Sana’a, Dhamar and Aden. The
consultants considered this coutse
extremely useful—which should be
positively reflected in future SFD in-
terventions in this sectot.

The second course, on operation
and maintenance of wastewater

treatment plants, lasted a week and
was attended by 32 staff members,
including technicians, from water
and sanitation authorities in 10 gov-
ernorates. This course included vis-
its to the treatment plants in Hajjah
and Amran. It also provided a week
of on-the-job training for workers at
the Sana’a and Ibb treatment plants.

The third course, on low-cost sew-
erage networks, was conducted for 5
project officers and 30 consultants.
Participants were introduced to vari-
ous types of low-cost systems and
supporting software, and visited the
Al-Mahweet sanitation system.

The SFD also produced materials
to raise environmental awareness.
These included a film depicting the
negative health, social and water de-
pletion effects of consuming qat, a
mild stimulant. The film aims to raise

awareness among students on the
risks of chewing qat, focusing on the
role that students can play to protect
their families, society and country
from such risks. In addition, an audi-
ocassette was produced that contains
several songs performed by popular
Yemeni singers warning against the
dangers of qat.

Finally, the SFD issued the first edi-
tion of its operation and maintenance
guidelines for sanitation systems, fol-
lowing reviews by concerned parties
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of the draft guidelines.

Water and soil conservation
Projects in this sub-sector focused
on protecting settlements and agri-
cultural lands from floods.

Environmental review

of SFD projects

A local expert, trained by a firm
specializing in environmental issues,
conducted an environmental review
of the SFD’s 2003 projects. The re-
sulting report focused on two issues.
The first was the inoperational status
of school toilets, a problem mainly
due to scarce water and weak opera-

T——

tion and maintenance. The second
issue was health units’ poor handling
of hazardous medical waste, which is
generally disposed of in open areas
near the units—putting visitors and
nearby residents (particulatly chil-
dren) at risk of direct exposure to it.
The SFD is preparing an investiga-
tion of the problem with school toi-
lets, to gain full knowledge of it. It
will then host a workshop involving
all partners involved in this sector, as
it is a common problem. To improve
the situation for hazardous medical
waste disposal, the SFD is prepar-
ing guidelines to help minimize the
problem.
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Health and Social Protection

The Health and Social Protection Unit is responsible for conducting SFD
activities related to health, groups with special needs and the Integrated Inter-
ventions Program. In 2004, the SFD approved 130 projects worth about $8.2
million (table 8).

Table 8. Indicators for the SFD’s Health and Social Protection unit by sector, 2004 and cumulative
H Groups with special Integrated Interventions
. ealth

Indicator needs Program

2004 Cumulative 2004 Cumulative 2004 Cumulative
Number of projects 55 354 65 230 10 36
Commitments (millions of
U.S. dollars) 4.2 23.7 3.8 15.6 0.2 1.6
Disbursements (millions of
U.S. dollars) 0.5 17.6 0.5 10.0 0.04 1.7
Direct beneficiaries
(millions) 0.7 2.1 0.03 0.1 0.002 0.04
Female share of direct
beneficiaries (percent) 54 54 30 40 97 54
Temporary employment
created (millions of days). 0.1 0.7 0.1 0.4 0.02 0.07

Activities under the SFD’s third phase of operations (2004-08) are focused on
improving targeting mechanisms to reach the poorest and neediest communi-
ties, promoting decentralization efforts and generating the greatest benefits
from its expertise in building the capacity of communities, nongovernmental
organizations (NGOs) and government agencies. During 2004, the SFD con-
tinued its efforts to reach underserved areas and address shortages in health
services, social workers and health staff in such areas.

The SFD’s social targeting also continued to provide health, education and
rehabilitation services for the disabled, children at risk, women at risk and
other socially marginalized groups. These efforts are supported by encourag-
ing volunteer initiatives, promoting community participation, respecting social
traditions and enhancing review and evaluation initiatives.

Health

In 2004, the health unit approved 55 new projects with a total cost of about
$4.2 million. Interventions focused on providing primary health care and
training health workers, especially in deprived areas. The SFD targeted both

female and male staff, providing
training in various medical special-
ties. Projects also focused on health
training institutes, to expand their
capacity, improve their curriculums
and strengthen their training. Some
of the yeat’s interventions are de-
scribed below:

Expanding access

to primary health care

The SFD developed 14 projects to
expand access to primary health care
by building, equipping and renovat-
ing health facilities.

Training staff

To overcome shortages of health
care workers, the SFD continued to
identify areas in need of pre-service
training. Twenty-five projects were
developed, targeting districts in 15
governorates, including  Al-Jawf,
Shabwah and Sa’adah. Training was
provided to 40 men and 284 women,
including community midwives, gen-
eral nurses, general physicians, neo-
natal nurses and psychiatric health
workers (box 0).

Improving the quality and capac-
ity of health training institutes
Efforts in this area focused on the
quality of health training, the appro-
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The SFD improves access to health services in needy
areas, as at the Health Centre in Al-Ahjur

priateness of curriculums, the supply
of training materials and scientific
resources, the adequacy of space
for theoretical and practical training
and the living conditions of board-
ing students. The SFD developed
7 projects in 2004. One trained 40
teachers to attain Bachelors of Sci-
ence degrees in community health.
Another focused on developing bet-
ter teaching methods and adopting
modern health education technol-
ogy to improve the performance
of health institute trainers. Another
project helped develop the infra-
structure of health institutes by ex-
panding them and renovating hostels
for male and female students in Ataq
(Shabwah governorate), while anoth-
er renovated and equipped the lab
of the health institute in Al-Mukalla
(Hadhramaut governorate). The re-
maining projects focused on revising
curriculums, upgrading health insti-
tute libraries and creating links to
Web-based resources.

Strengthening partnerships be-
tween communities and local
health authorities

The SFD developed a project to sup-
port the District Health System in six
districts in the Sana’a and Al-Hudai-
dah governorates, in partnership with
an international NGO, International

Cooperation for Development. This
project complements a pilot pro-
gram launched in 2002 and aims to
link community agencies and district
health authorities, raise community
awareness about reforms adopted by
the Ministry of Health and promote
partnerships in health care manage-
ment.

Enhancing community-based
health management

This program, targeting SFD-fi-
nanced health centers and units,
is designed to enhance health care
management by increasing commu-
nity participation. That goal has been
pursued by training consultant teams
to facilitate community selection of
health committees and by training
those committees, along with health
workers, to implement health sys-
tems with community participation.
In 2004, the SFD evaluated the pro-
gram and made proposals for its fur-
ther development.

Promoting reproductive health
and neonatal care

SFD interventions for reproductive
health care have been developed in
response to demands for expanded
services, higher-quality  services,
family planning services and staff
training. The SFD has also devel-
oped projects to improve care for
= NG LA

The SFD supports those working with groups with special needs—including organizations, like this one
in Dhamar, that care for the hearing impaired—to integrate these groups in mainstream society
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premature babies, focusing on train-
ing and equipment needs. In 2004,
five projects were developed in this
field: two targeting maternal care,
one supporting family planning, one
supporting neonatal care and one
providing both maternal and neona-
tal care.

Supporting psychiatric

and mental health care

In 2004, the SFD developed two
projects: one to renovate, build ad-
ditional rooms and furnish the Psy-
chiatric Sanatorium in the city of
Taiz and the other to support one-
year training course for 20 nurses in
psychiatric health. In addition, it has
followed up on similar projects de-
veloped in previous years.

Other activities

The SFD prepared a health care
training manual to unify its proce-
dures for training health workers,
and created a database to follow up
on its projects in this area. In addi-
tion, 22 consultants specialized in
medical equipment (from all gover-
norates) received updated training to
help them select appropriate equip-
ment for future SFD projects.

Ll St 2
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Box 6. Developing “tran-
sient” units with permanent
health services

Until recently the Al-Taweelah
district and its nearby villages
(Al-Mahweet governorate), with a
population of nearly 44,000, suf-
fered from a lack of midwives and
female health workers. As a result,
women in the area often sought
help from untrained birth attend-
ants—and experienced setious complications during and after delivery.

The SFD responded to a request from the district’s health office to provide pre-service training for 20 female
health workers in the area. The training, which lasted neatly a year, was completed in October 2003. Trainees had
to have completed at least primary education (grade 6). But many are now completing secondary school, while
at the same time providing a range of health services in several villages and subdistricts of Al-Taweelah. These
services include mother and child care, neonatal care, family planning and health education.

Most of the trainees are volunteers. One, in the Husn-Al-Mukhayyar subdistrict, has converted part of her house
to an outpatient clinic “transient health unit,” where she and another trainee offer their services to women in the
area. The volunteers do not wait for women and gitls to come to health units. Rather, they take the initiative to
visit households, and strive to raise awareness on issues such as breast-feeding, They also follow up on prenatal
cases, vaccinate newborns against the six most fatal childhood diseases and help ensure safe delivery at home (a
practice strongly encouraged by the Ministry of Public Health and the SFD).

Many trainees have affirmed the theoretical and practical importance of the SFD’ training course, emphasizing
its benefits for themselves and their communities—particularly women. Similarly, several officials in the district’s
health office have rated the course “very good” and its impact and results “excellent,” providing the area’s vil-
lages and subdistricts with long-needed female health staff. “The training course was quite beneficial for both the
trainees and the local community,” says Ali Ahmed Al-Gharasi, director of the district’s health office. He added
that coordination with the SFD has been helpful.

The increase in female health workers has encouraged more women and unmarried young gitls to visit health units
to immunize their children against diseases and to be vaccinated against tetanus. In addition, health awareness
campaigns conducted by the trainees in the units and at households have helped set schedules for such vaccina-
tions, ensuring that women bring their children in a timely manner.

The district’s health office is preparing to organize nursing courses to further educate the trainees to become
community midwives. All parties are looking forward—and endeavoring—to making the “transient” health units
permanent, and to making the volunteers employed staff (in coordination with local authorities).
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Groups with special needs

In 2004, the SFD approved 65
projects for groups with special
needs, at an estimated cost of $3.8
million. The SFD defines groups
with special needs as the disabled,
children at risk (orphans, children in
trouble with the law, street children,
children of imprisoned women, child
laborers), women at risk (women in
prison and coming out of it) and
other socially marginalized groups
(institutionalized psychiatric patients,
institutionalized elderly people and
slum dwellers, including the Al-Akh-
dam; see below).

Since 2002, the SFD has strived to
develop a national vision for organi-
zations working with groups with
special needs, especially children and
youth. It has worked at various levels
and with different agencies, includ-
ing the Motherhood and Childhood
Higher Council, Ministry of Social
Affairs and Labor and related min-
istries, government agencies and do-
nors. In addition, the SFD developed
a strategy for the disabled, along with
a three-year action plan, focusing on
community-based rehabilitation that
has been piloted in several governo-
rates. The SFD has also continued
to implement other programs and
projects in this sector.

Guided by a Cabinet resolution to
develop a national strategy for chil-
dren and youth, the SFD continued
its efforts—working with the Minis-
try of Youth and Sport, Ministry of
Social Affairs and Labor, Ministry of
Planning and International Coopera-
tion and Motherhood and Childhood
Higher Council—to coordinate ac-
tivities in this area. The SFD is help-
ing to prepare for a national confer-
ence to ratify the strategy in 2005.

In addition, the SFD—in partnership
with the Wortld Bank—is providing
financial and technical support to the
Ministry of Social Affairs and Labor
to prepare the National Strategy for

the Care and Rehabilitation of the
Disabled.

SFD Strategy on Disability

As noted, in 2004 the SFD hired an
international expert to review its pro-
grams for disabled people. The SFD
used the findings from the review to
develop a strategy and three-year ac-
tion plan for its efforts in this area.

Implementing projects

The SFD has diversified its interven-
tions for groups with special needs,
with a focus on integrating them
with mainstream society by support-
ing inclusive education, providing
education support to disabled chil-

SFD | Annual Report 2004

educate children with special needs.
Short training workshops have pro-
vided limited benefits because train-
ees often lack appropriate experience.
Moreover, Yemen’s higher education
system does not offer classes on
special education. Thus, in 2004 the
SED visited the universities of Aden,
Ibb and Taiz to explore the potential
for introducing faculty and classes in
this area.

Improving services

for the disabled

During the year the SFD supported
39 projects to improve services for
disabled people, focusing on reha-
bilitation and integration. Training

Sign language is used to teach deaf and mute students at the 26 September Integrating School ‘

dren and providing training and in-
stitutional support to organizations
that work with groups with special
needs (box 7). In addition, the SFD
has strived to improve the living
conditions of these groups by imple-
menting projects that provide social
protection, improve housing condi-
tions and support health services.

Promoting inclusive education
In 2004, the SFD developed three
projects in several governorates to
train teachers in inclusive educa-
tion and raise their awareness about
concepts of special education. The
small number of teachers trained to
provide special education severely
impedes efforts to rehabilitate and

covered areas such as management,
means of communication (including
sign language), integration, pre-inte-
gration rehabilitation, early disability
detection and interventions, reha-
bilitation of the mentally disabled,
speech therapy for the hearing im-
paired, and education and mobility
for the blind.

The SFD is also training 30 teachers
of kindergarten and grades 1-3 in
government and nongovernmental
institutions working with the deaf in
the Capital City and the governorates
of Taiz, Hadhramaut, Aden, Al-
Hudaidah, Dhamar and Ibb. Train-
ees are being prepared to be national
trainers in speech correction and
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The Special Needs Groups Society in Al-Mansourah (Aden) encourages girls with hearing impairments to participate in a variety of activities Ir

therapy. This training, the first of its
type in Yemen, is occurring in two
phases. The first phase was complet-
ed in 2004; the second will be con-
ducted in 2005.

Similarly, the SFD trained 11 such
teachers in institutions working with
the blind in these governorates.
Again, the trainees were prepared to
be national trainers in mobility and
orientation techniques. This intro-
ductory training was part of an in-
tensive program that addresses other
aspects of mobility. In addition, dut-
ing 2004 SFD projects created foun-
dations that provide activities and
services for the disabled, rehabili-
tated buildings to make them more
accessible to people with disabilities
and provided administrative equip-
ment to several organizations serv-
ing the disabled.

Meeting the needs of street chil-
dren, juvenile delinquents and or-
phans

The SFD continued to provide phys-
ical and technical support to centers
serving these children recently es-
tablished in Sana’a and Aden by the
Ministry of Social Affairs and Labor,
and to expose their staff to interna-
tional best practice in this field. In
addition, the SFD is supporting the
creation of new centers in major cit-
ies such as Al-Hudaidah, Taiz and

Dhamar—providing  institutional
and technical support as well as re-
quired infrastructure.

During 2004, the SFD helped for-
mulate bylaws for some orphanages
and developed four projects for at-
risk children in the Ibb, Taiz and
Al-Hudaidah governorates, aiming
to improve the services provided by
the orphanages and increase the ca-
pacity of two NGOs—Al-Rahmah,
in the Capital City, and the Orphan
Welfare Society—working with such
children.

Supporting prisoners and other
socially marginalized groups

The SFD continued its interventions
to improve situations in prisons.
Two such projects were developed

>

Helping the deaf to learn |

in 2004, both to strengthen health
care for prisoners in Sana’a and
Aden. The SFD also supported four
projects for other socially marginal-
ized groups, focusing on the Al-Akh-
dam—a minority group traditionally
engaged in scavenging and garbage
collection. The Al-Akhdam tend to
keep to themselves and live in slums
and shanty housing, with no access
to basic services. As a result, they
remain on the periphery of the so-

cial mainstream. Projects were aimed
at improving the living conditions
of these groups and supporting the
NGOs that represent them and ad-
dress their issues.
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Box 7. Groups with special
needs—and their right to
lead decent lives

The idea of serving groups with it :
special needs emerged in the late 1990s in the city of Ibb. A breakthrough came when a group of the city’s physi-
cally disabled gitls, when asked why they did not attend school, said that public schools were not suitable for
them and intensified their feelings of weakness, isolation and withdrawal. The first spark of hope occurred in
1999, when an association was established in Ibb to serve disabled girls. Attracting attention from—and gaining
the trust of—the handicapped gitls required a year of vatrious activities, including training in sewing, embroidery
and the like.

In late 2000, the Al-Amal (Hope) Special Needs Groups Association was established in the Ibb governorate. Its
motto: “Faith in the right of groups with special needs to lead decent lives free of frustration, repression and iso-
lation.” The association’s objectives include freeing the disabled from isolation, training and rehabilitating mem-
bers of groups with special needs, integrating them in mainstream education, society and vocational activities and
exploring their talents and creative potential. In addition, the association offers support for individuals suffering
from chronic diseases and provides them with required medications, in coordination with institutions such as the
Ministry of Health and several hospitals in Ibb and other governorates.

Sayyedah Muhammad Mus’ed Al-Shareef, Headmaster of the school created by the association (the 26 Septem-
ber Girls Basic and Secondary School), says that the association immediately embarked on integrating disabled
female students in a single classroom on the association’s grounds. The SFD later supported the construction and
furnishing of a much larger school (grades 1-9)—enrolling girls as well as some physically and mentally disabled
boys—that opened in the 2002/03 school year on its own grounds. The SFD also financed training for female
teachers on methods of teaching physically disabled preschoolers.

In addition, the SFD supported two other training courses for female teachers—one on facilitating integration
efforts, the other on teaching girls with hearing impairments—as well as a course for the association’s administra-
tive body on administrative, financial and legal rights and duties. The SFD also signed an agreement to provide
two years of supportt for the association. This support included a rehabilitation and education project to integrate
physically disabled children in mainstream public schools, training for administrative staff and teachers, coordina-
tion between the SFD and the association to integrate girls with hearing impairments in public schools and train-
ing for female teachers involved in inclusive education.

Currently, 1,264 male and female students are enrolled in the school (in separate morning and afternoon shifts)
including 179 male and female disabled students, in addition to 84 students attending a morning shift on the as-
sociation’s grounds—including 32 disabled students (25 gitls and 7 boys) receiving integrated education in an
independent classroom with assistance from the 60 female teachers working at the school.

These teachers include 12 volunteers having a tremendous capacity for quietly giving of themselves, and display
an utter willingness for sacrifice and self-denial—preferring to serve others.
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Integrated
Interventions Program

In 2004, the SFD committed $0.2
million in financing for 10 projects
under the Integrated Interventions
Program. This pilot program con-
tinued to be implemented in targeted
villages in four governorates (Al-
Hudaidah, Abyan, the Capital City
and Amran), aiming to advance so-
cial and economic development for
communities and enhance self-devel-
opment in these areas. The program
focused on the following areas.

Paving the way for

economic activities
Economic-related interventions were
based on local resources and capaci-
ties, with most occurring in the dis-
tricts of Al-Luhayyah (Al-Hudaidah)
and Ahwar (Abyan). For example,
the SFD implemented projects to
train 30 farmers in modern farm-
ing methods, showing them how to
protect their crops from blight and
use chemical materials and fertiliz-
ers, and promoting the use of locally
available organic fertilizers.

The SFD also supported training to
teach 30 beckeepers basic scientific
skills to increase honey production,
including by improving the nutrition
of bees, protecting them from dis-
eases and recycling wax after honey

extraction to form new beehives.

In addition, the SFD approved a
project to train 45 community mem-
bers (22 women and 23 men) in
Ahwar, Al-Luhayyah and Al-Naif
about livestock production. The
project started with a study to iden-
tify challenges, drawing on local ex-
periences to develop appropriate so-
lutions for protecting animals from
diseases and increasing production.

The SED also initiated a project to
improve food preservation using
surplus agricultural products. The
project targets 45 female trainees in
Ahwar and Al-Luhayyah to increase
their
important for poor families. Such

self-sufficiency—particularly

products can also be sold in local
markets, creating a new source of
income.

Empowering women

The Integrated Interventions Pro-
gram continued to involve all com-
munity groups and members. Pro-
gram efforts focused on women,
such as literacy education and health
awareness for 80 women, have been
shown to empower them to actively
participate in the development pro-
cess. In 2004, a project was devel-
oped to train 24 local female trainers
to train female literacy teachers using
the “top down” learning approach

(a modern method where every word
is broken into syllables, then letters,
to facilitate learning among the illit-
erate). Increasing literacy is consid-
ered an important means of achiev-
ing social change.

Improving education

in response to local needs

The SFD has been striving to im-
prove education situations and re-
spond to the needs of the targeted
areas. To that end, certain schools
were renovated and expanded in
2004. Focus was given to schools
that support the program’s goal of
creating an appropriate education
environment for girls. This approach
complements activities designed to
raise local awareness on the impor-
tance of girls” education and coordi-
nate community efforts for change
with those of local councils and edu-
cation offices to provide teachers to
the targeted schools.

Identifying and tackling

health care shortcomings

An SFD survey of these areas found
that poor maternal health care and
weak health worker performance
were among the most pressing prob-
lems. Thus the SFD has introduced
projects to address these issues.
These include training 20 traditional
birth attendants and enhancing the
role of health workers, as well as
building and equipping a two-room
health unit in the Al-Luhayyah dis-
trict.

Scaling up the program

In 2004, an international expert eval-
uated the activities supported by this
pilot program. This evaluation, ex-
pected to be completed in early 2005,
will analyze the program’s impact in
the targeted communities and assess
the quality of its interventions. The
findings will inform the SFD’s future
efforts on potentials to expand and
scale up the Program and link it with
the local councils/local authotity at
the district level.
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Training and
Organizational Support

In 2004, the Training and Organizational Support Unit was involved in 141
completed and ongoing projects, with 71 providing training and 70 provid-
ing organizational support. These projects cost an estimated $4.4 million

(table 9).

Table 9. Indicators for the SFD’s Training and Organizational Unit by
sector, 2004 and cumulative

) Training Organizational

Indicator support

2004 Cumulative | 2004 | Cumulative
Number of projects 71 222 70 259
Commitments (millions of
U.S. dollars) 1.5 38| 2.9 7.7
Disbursements (millions of
U.S. dollars) 0.9 2.6 1.0 4.9
Direct beneficiaries
(millions) 0.007 0.02] 03 0.5
Female share of direct
beneficiaries (percent) 29 39 46 49
Temporary employment
created (millions of days) 0.02 0.06 | 0.07 0.2

Activities focused on enhancing community participation by raising aware-
ness and mobilizing beneficiary and community committees, and on building
the capacity of small contractors, local authorities, consultants, NGOs, quasi-
NGOs and government agencies. In addition, the unit provided organiza-
tional support—such as management systems, training, equipment, database

and computer networks—to government organizations and NGOs.

Training

Training projects in 2004 involved
courses and activities in a variety of
fields. Projects included training SFD
consultants in participatory rural as-
sessment (PRA) techniques, train-
ing small contractors, engineers and
consultants in work mechanisms and
technical supervision related to SFD
interventions and forming, training
and building the capacity of commu-
nity committees.

Projects also helped build the capac-
ity of local council members in par-
ticipatory development and poverty
alleviation efforts, trained trainers
(project officers and consultants),
built the capacity of staff of certain
government agencies and private and
cooperative associations and provid-
ed training for 20 NGOs on strategic
planning and fundraising. Other as-
sociations received training in agti-
cultural marketing;
Training activities also included
workshops on agriculture and food
processing (such as coffee produc-
tion, manufacturing and market-
ing), hygiene, professional and en-
vironmental awareness and the role
of gender in development (box 8).
Other training programs targeted
government agencies, including the
Yemeni Center for Social Studies
and Labor Research, several Centers
for Productive Families and Envi-
ronmental Advocate Associations in
several basic education schools in the
governorates of Shabwah and Aden.
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Box 8. Training in food processing—providing a new source of income

The Food Processing Program, administered by the SFD’ Training and Organizational Support Unit, aims to
reduce agricultural waste by promoting food processing—to create products such as tomato paste, fruit jams and
concentrated juices—using agricultural surpluses in some rural parts of Yemen. The program has been guided
by knowledge transferred from the high-quality, internationally marketed “Rural Delights” program implemented
by rural cooperatives in Lebanon. Yemen’s program will be implemented in three stages, the first of which was
completed in 2004.

The first stage trained female trainers in home economics skills and—with assistance from Lebanese experts—
trained a national group of 20 female trainers on the basics of home food processing. These women, in turn, will
train 600 rural women leaders and female members of rural cooperatives. In addition, a logo was created during
this stage to establish a brand identity.

During the program’s second stage, the products’ high quality will be ensured through further training, This stage
will also develop pilot projects to establish rural centers that host female cooperatives to produce preservative-free
products using high-quality agricultural surpluses.

The third stage will largely depend on the success of the second. The goal is to develop a program for high-quality
food production, initiated and managed by the women’s cooperatives in partnership with private organizations.
The products are expected to be of such high quality that they will be marketed locally, regionally and internation-

ally.

Organizational support

During 2004 the SFD’s organiza-
tional support activities involved
various forms of technical and ma-
terial assistance, including upgrading
internal systems, improving work
mechanisms, supporting informa-
tion networks and updating data, and
providing equipment, furniture and
training to NGOs, women’s centers
and government offices.

Government agencies

Government agencies received or-
ganizational support—compris-
ing training, upgrading systems and
providing equipment—through 22
projects. These agencies included the
Ministry of Education, the Educa-
tion Office in the Capital City, Illiter-
acy Eradication and Adult Education
Department offices in several gover-
norates, the Central Statistical Ot-
ganization and Centers for Produc-
tive Families in various governorates.
In addition, 17 school libraries were
established in the Capital City, and a
children’s library was completed in

Members of local councils in Hajjah
receive training from the SFD

Al-Mukalla (Hadhramaut).

Nongovernmental organizations

In 2004, the unit approved 48 organi-
zational support projects for NGOs.
Projects involved developing sys-
tems and manuals, training relevant
individuals in fields directly related
to their responsibilities and provid-
ing furniture and equipment required
for the NGOs to perform their work

appropriately (box 9).

Community-based organizations

Interventions were widely expanded
to form and train community com-
mittees to improve the management
and ensure the sustainability of SFD
projects. During the year, 29 com-

munity committees were formed and
trained for rainwater harvesting and
feeder road projects in the Aden,
Abyan, Lahej and Al-Dhale’ gover-
norates. In addition, three training
courses were held for 61 leaders of
rural community organizations in
several governorates.

Community-Based

Development Program

In 2004, a Cabinet decision trans-
ferred responsibility for managing
the Community-Based Develop-
ment Program from the Ministry
of Planning and International Co-
operation to the SFD. The minis-
try, United Nations Development
Program (UNDP) and SFD signed
a memorandum of understanding to
guide the transfer and integrate the
program with the SFD’s operations.
(The UNDP has funded the pro-
gram since its creation in 1999.)

The program operates in five parts
of Yemen. Four are rural: Ghail-Bin-

Yumain (Hadhramaut governorate),
Al-Sawadeya (Al-Baidhah), Al-Ma-
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kha (Taiz) and Khamis-Bani-Sa’ad
(Al-Mahweet). The fifth is urban:
Dar-Sa’ad (Aden).

In the fourth quarter of 2004, the
program was evaluated through field
visits conducted by a national team
overseen by a specialized foreign ex-
pert. This evaluation was designed to
assess the program’s current status
and overall performance, as well as
establish a baseline to help in setting
plans and implementing future ac-
tivities in response to priority needs.
The evaluation also aimed to provide
a basis and reference for future as-
sessments. Data from the evaluation
are being analyzed, and its results will
be available soon.

Decentralization and Local
Development Support Program
This pilot program, developed in
2004, aims to support the National
Decentralization Strategy, with a fo-
cus on developing the financial sys-
tems of local authorities and building
the authorities’ capacity to manage
available resources and contribute to
local development. Activities include
developing procedures and mecha-
nisms for collecting local and central
revenues, applying a participatory ap-
proach to the preparation of invest-
ment plans, setting annual budgets
and implementing projects and pro-
curement arrangements, and manag-

The Al-Takamul Development Association provides vocational training for women

ing projects, services and monitoring
and evaluation activities. In addition,
limited financial support will be pro-
vided to the budgets of the districts
targeted by the program, and some
logistical supplies will be offered.
The SFD has formed a partnership
with the UNDP to implement this
pilot program, which—if it proves
successful—will eventually be ex-
tended to every district in Yemen.
The SFD will support the program’s
implementation in 10 of the 16 dis-
tricts selected for the pilot phase: 4
each in Amran and Al-Hudaidah and
2 in Taiz. The pilot will also involve 2
other projects in Taiz and 4 in Had-
hramaut.

Training for disabled in Aden

Several activities related to the pro-
gram have already been carried out,
including selecting the targeted dis-
tricts (in coordination with local
authorities), forming and training
district facilitation teams and train-
ing relevant government agencies in
overseeing and supporting the dis-
tricts. In addition, attention has been
given to identifying the equipment
and furniture needs of district gov-
ernment offices in the three gover-
norates involved, and the offices in
Al-Ma’afer and Haifan (Taiz) have
already received such support.
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Box 9. Strengthening the regulatory regime of NGOs

A project called “Strengthening the Regulatory Regime of NGOs,” implemented between April 2003 and Decem-
ber 2004 under a World Bank grant, sought to strengthen the institutional capacity of the agencies benefiting from
the grant, with a view to better understanding and applying the NGOs Law 1, enacted in 2001.

The project included a number of components, including:

* Preparing executive statutes for the law. The Council of Ministers approved these statutes in May 2004.

* Training staff of NGOs and the Ministry of Social Affairs and Labor on implementation of the law and its
executive statutes, and acquainting them with general legal issues.

* Developing law libraries and legal assistance centers to build the legal capacity of NGOs. Three libraries were
established—two in Sana’a and one in Aden—and are open to NGOs as well as lawyers, judges, researchers and
the public.

* Conducting, over a period of six months, 33 workshops and seminars to orient NGOs, lawyers and judges on
the application of the law and its executive statutes.

The workshops and seminars:

* Enriched the executive statutes as a result of the extended discussions involved in these activities.

* Resulted in the preparation of model basic forms and regulations for various associations, foundations and fed-
erations, and of procedures and forms on the establishment and activities of associations and NGOs.

* Trained most staff in the Ministry of Social Affairs and Labot’s General Department of Associations and Fed-
erations and its governorate offices on methods of conducting training workshops, and acquainted staff with the
law and its executive statutes—enabling them to train others on such topics.

* Enabled several NGOs to manage and implement 24 training workshops targeting about 300 associations in
the governorates of Sana’a City, Taiz, Al-Hudaidah, Aden and Hadhramaut, using the framework provided by
the project’s workshops and seminars. The SFD’s role in these workshops was limited to training the NGOs in
methods of conducting them, with assistance from the General Department of Associations and Federations and
its offices, as well as providing the necessary financing. This approach helped build the capacity of the NGOs that
provided the training, deepening the needed know-how related to applications of the NGOs Law and its execu-
tive statutes, and encouraging the NGOs to become SFD partners. These benefits were in addition to those that
came from enabling other organizations to manage and implement various training programs, without the need
for a third party.

* Acquainted various lawyers and judges with applications of the law and its executive statutes, by preparing train-
ing material derived from them and by conducting three workshops—implemented by the Higher Institute of
Judges—targeting lawyers and judges. In addition, in coordination with the same institute, an orientation manual
on the law and its executive statutes was prepatred for lawyers and judges, with copies sent to the High Court,
Ministry of Justice and General Prosecution offices for distribution to relevant authorities.

Other activities.

During 2004, efforts were also made to build the capacity of unit staff members—including by nominating some
to participate in domestic and foreign programs to train trainers, to better qualify them to implement, monitor and
evaluate projects. Moreover, cooperation and coordination were enhanced with organizations implementing projects
similar to SFD interventions—such as the Program to Promote Self-help and Self-reliance in Rural Areas, established
with support from the German Agency for Technical Cooperation (GTZ).

In addition, the unit provided support to advance the skills of SFD branch managers and project officers in concepts
of community participation. The unit also conducted a field visit to evaluate the impact of its training program on
agricultural marketing and post-harvest techniques, and supported interventions related to forming community com-
mittees and using beneficiary contributions in certain SFD projects—particularly rainwater harvesting and feeder road

projects.
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Small and Micro
Enterprises Development

The SFD’s Small and Microenterprise
Development Unit supported 27
new projects in 2004, in addition to
those from previous years. During
the year, the unit’s commitments
reached about $2.6 million, making
SFD’s

its investments since the

inception total $8.0 million.

The unit’s achievements during the
year included preparation of the
National Small and Microenterprise
Development Strategy and
the establishment

institutions

finalization of
of two
in  microfinance—the

specializing

National
Microfinance Foundation and the
Al-Awa’el Microfinance Company,
both established with SFD support.
In addition, the unit expanded
implementation of pilot projects
involving  business  development
services, with five projects developed
and two completed.

The SFD also continued its efforts to
increase the capacity and effectiveness
of microfinance institutions. Several
such projects were financed in 2004,
with a focus on training and capacity
building. For example, to develop the

management information systems
of microfinance programs, the
first version of the Ma’een Loan
Management System (see below)
was issued. In addition, automated
accounting system software was
developed and a human resource
management manual was prepared.
Moreover, several training courses
were conducted on arrears, financial

analysis and interest rates.

To foster small enterprise financing,
a project was developed to provide
support to the Small
Enterprise Development Fund—
and, after identifying the fund’s needs,

technical

several activities were implemented.
In addition, the SFD provided the
Small Enterprise Development Fund
with funding to expand its activities.

As part of its efforts to promote
small and microenterprises, the SFD
organized the “Small Enterprises
Week.” This event drew considerable
attention to small enterprises, and
especially to microfinance.

During 2004, the Small and

Microenterprise Development Unit’s
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Website

org/smed/)
regularly updated. In addition, the
unit’s first management information

(http:/ /www.sfd-yemen.

was Improved and

system was introduced and tested.
The system was developed based
on new treporting standards and is
compatible with the management
information systems of the world’s
leading  microfinance  programs.
Some of the system’s components
are being revised based on the unit’s

new strategy.

This new strategy was developed by
the unit, and a workshop was held
to discuss it. Components of the
strategy include the unit’s gradual
withdrawal from providing direct
technical support to microfinance
programs, limiting its role to
supervision. Instead, training and
technical support will be provided
by consultants. Staff responsibilities
in the unit will be reorganized in

accordance with the new approach.
Microfinance

Supporting microfinance is the unit’s
main activity. The unit has pursued
this goal since 1997—a time when
no formal microfinance programs
existed in Yemen. The unit has
provided support

assistance to many organizations

and technical
in an effort to develop sustainable
microfinance services, leading to
several important experiments and
mechanisms (box 10). As Yemen’s
microfinance industry has grown,
the unit has increased its assistance.

The unit has learned many lessons

that have contributed to more
efficient microfinance programs,
including:

* Beneficiaries’ need for microfinance
services—and ability to benefit from
them.

* Beneficiaries’ commitment to

such services—and to timely loan
repayment.
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* The
establishing sustainable programs—

enormous potential for
as long as they receive the required
support.
* The
capacity in microfinance—including

need to enhance local

upgrading supporting tools and
developing training programs.

e The challenge of introducing
sustainable programs in  rural
areas—due to risks of lending in
such areas and lack of staff trained in
recovering loans. The most effective
alternative is to open branches of
existing microfinance institutions in

these areas.

Drawing on these lessons, the unit
has developed a number of
microfinance programs in
with existing
organizations. In addition, the
SFD has helped establish new

organizations specialized in providing

cooperation

microfinance services. Focus has

also been given to developing
supporting tools, such as automated
management information systems,
training courses and human resource

systems.

In 2004, the SFD consolidated
microfinance skills and expanded
services nationwide. Since 2003, the
SFD has been providing support to
almost every microfinance program
in Yemen, especially since it agreed

with the UNDP to participate in the
Microstart project providing such
programs with financial and technical
support.

By the end of 2004, Yemen had 14
programs providing microfinance
assistance—13 of which were
receiving financial and technical
support from the SFD, and 1 just
technical support. These programs
had 26 branches in 9 governorates
(the Capital City, Aden, Taiz, Ibb,
Al-Hudaidah, Dhamar, Hadhramaut,
Hajjah, Abyan) and served 18,245
borrowers, with an outstanding loan
portfolio of 732.1 million Yemeni
rials (about $4 million; table 10).
The number of clients receiving
savings services has also increased
dramatically, reaching 20,537 by the
end of 2004.

A beneficiary of Al-Hudaidah’s micro-credit program

The
borrowers and savers grew steadily
during the first four years of SFD
efforts  (1997-2000), shrank in
2001-02, then
(figure 2). Trends were similar in
disbursed loans, which increased by
160 percent between 2003 and 2004
(from 8,542 to 22,484; figure 3). Loan
amounts increased from 162 million
rials in 2000 to 600 million rials in
2004—and to 1,038 million rials if
the Small Enterprise Development
Fund is included (figure 4). Savings
also increased considerably between
2003 and 2004, reflecting the growth
of programs providing such services.
The average loan was 27,000
rials (about $145), indicating that
microfinance programs have been

number of microfinance

resumed growth

successful in targeting the poorest
and neediest groups.
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Figure 2. Number of clients in SFD-supported microfinance programs, 1997-2004
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In recent years Yemen’s microfinance industry has also done a remarkable job of building capacity,
enhancing staff skills and applying international best practices. Still, there remains a huge need to ex-
pand services in response to growing demand and to develop other services so that more poor people
can benefit from microfinance.

Figure 3. Loan portfolios and savings balances in SFD-supported microfinance programs, 1997—2004
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Figure 4. Loans provided by SFD-supported microfinance programs, 2000-2004
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Some of the unit’s most important
microfinance-related achievements
in 2004 are described below.

Supporting the National Microfi-
nance Foundation

The unit has continued to support
and strengthen this foundation’s ca-
pacities since it was established in
October 2003 as autonomous um-
brella organization for five SFD-
supported microfinance programs.
The foundation’s headquarters were
opened in Sana’a, a director was ap-
pointed and all the vacancies in its
hierarchy were filled. The new man-
agement took over the Alif Microfi-
nance Program, which had branches
in Ibb, Taiz, Dhamar, Yarim and
Al-Qa’edah. During 2004, the foun-
dation  expanded—adding new
branches in Sana’a, Abs and Taiz and
increasing its number of individual
borrowers to 4,000 and members of

borrowing groups to 8,500.

Establishing the Al-Awa’el Micro-
finance Company
This company was created and of-

ficially registered in Taiz. The SFD
helped establish the company by in-
vesting in its capital (the SFD is the
largest shareholder). The company
has taken over the Microstart Pro-
gram in Taiz, which had been in op-
eration for five yeatrs.

the Ma’een Loan
Management System

Developing

This system is an automated, special-
ized tool for managing microfinance
portfolios. The unit is developing it
to be compatible with the needs of
various microfinance programs. Dur-
ing 2004, the SFD and several pro-
grams formed a group to determine
the system’s basic development, and
the first version of the system was
distributed to all Yemeni microfi-
nance programs. The system enables
the programs to perform new func-
tions, such as producing reports that
fulfill management needs and incor-
porating group and savings systems.

Supporting specific programs
In 2004, the Small and Microentet-
prise Development Unit prepared

and signed agreements to support
microfinance programs sponsored
by the following organizations:

* The Aden Women (Al-Ma’alla),
Al-Wafa’ (Sheikh Othman) and Al-
Thurayya (Dar-Sa’ad) associations, to
support credit and savings programs
in these towns.

* The Family Development Society
in Hais (Al-Hudaidah), for a savings
and credit program.

* The Women’s Society in Bait al Fa-
qth (Al-Hudaidah), for a savings and
credit program.

* The Al-Nahdha Society in Sayoon
(Hadhramaut), for a savings and cred-
it program in Wadi Hadhramaut.

* The Yemen Women’s Union (Ab-
yan branch), for a savings and credit
program.

* The National Microfinance Foun-
dation.

* The Family Social Development
Society, for a microcredit program.

* The Al-Awa’el Microfinance Com-
pany

* The Al-Islah Social Welfare Society,
for a microcredit program.

46



At the Taiz branch of the SFD-supported National Microfinance Foundation,
women earn income by drawing on hands using traditional henna designs

Sponsoring workshops

and training courses

The SFD organized three workshops
as part of its efforts to strengthen
cooperation with microfinance pro-
viders. The workshops provided an
opportunity for entities involved
in microfinance to meet together
and discuss various issues. The first
workshop focused on expansion, ob-
stacles and other topics. The second
reviewed lessons and achievements
in expansion. The third discussed
the importance of cooperation and
the possibility of establishing a com-
mon framework for microfinance
programs.

Training also included three courses:
one on financial analysis, another on
sustainability and another on manag-
ing arrears and setting interest rates.
The courses were organized in coop-
eration with the Arab Microfinance
Network (Sanabel).

One of the most important SFD
training courses in 2004 focused on
human resource management in mi-
crofinance programs, including the
issue of staff losses. Participants
were also acquainted with the re-
quirements of setting up a suitable
system for human resources man-
agement in microfinance programs.
In addition, courses were held on
strategy planning, advanced account-

ing, credit methodologies (including
group loans) and management and
administration.

Business development
services

SFD interventions involving busi-
ness development services for small
and microenterprises aim to encour-
age service providers—private and
public—to support these enterprises
and to establish a relationship be-
tween the demand for and supply of
such services. Projects included a pi-
lot that provided 23 training courses
for small enterprise owners engaged
in a wide range of handicraft and
vocational activities (such as food
processing, mechanics, hairdress-
ing and tailoring). Seventeen asso-
ciations of small enterprise owners
participated in the training, which in-
volved 405 male and female trainees
and was implemented in cooperation
with the Chamber of Commerce and
the Federation of Handicraft Asso-
ciations in Taiz. The Chamber of
Commerce administered the project
in cooperation with the federation,
and consultants provided the train-

ng.

Another project focused on find-
ing new markets outside Yemen for
Yemeni handicrafts. The project
started by studying products avail-
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able in different parts of Yemen,
gathering samples and promoting
them in European markets. Several
potential buyers showed interest and
visited the production sites. As a re-
sult, orders were placed for a variety
of Yemeni products, particularly bas-
kets, copper lamps, traditional Qam-
ria windows (arched windowpanes in
a variety of colors, commonly seen
in Yemeni houses), incense and cof-
fee. In addition, the project helped
identify impediments to marketing
Yemeni handicrafts abroad, includ-
ing the poor design of some prod-
ucts and limited collection, packag-
ing and shipping channels.

The SFD is also sponsoring a project
that aims to assess the potential for
developing Yemen’s tailoring in-
dustry, and identify obstacles and
needs. Another project studies the
possibility and challenges of small
workshops school

furniture as well as the creation of a

manufacturing

new market for small manufacturers.

T

In addition, a project is being devel-
oped to conduct a survey to identify
and overcome obstacles facing small
contractors working with the SFD.
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Financing small enterprises

The SFD has supported the Small Enterprise Development Fund (SEDF) since 2003, contributing to considerable
growth in it activities. By early 2004 the SFD had identified the SEDF’s needs in terms of becoming more efficient and
increasing its reliance on modern economic and administrative practices. Technical support for the SEDF soon fol-
lowed. Credit policies were revised, a new manual on credit policies and procedures was developed and an automated
system for loan portfolio management (including a database) was designed and implemented.

Small Enterprises Week

The SFD’s Small Enterprise Week involved 14 of its partner microfinance associations and NGOs representing micro-
finance programs nationwide (including 13 SFD-supported ones). The event was designed to raise public awareness
about the economic importance of small and microenterprises—and especially microfinance—to help authorities
recognize the difficulties facing these enterprises, increase official support for them and ensure a suitable environment
for their activities.

In addition, the event aimed to encourage individual economic self-initiatives, foster a labor-respecting culture, mo-
bilize sufficient public and official interest for the event to be held annually and promote the provision of financial
services to such enterprises. The event also sought to initiate a broader dialogue on microfinance, its role and its
potential for growth, as well as honor individuals and entrepreneurs who have actively assisted small enterprises and
supported programs for them.

The Small Enterprises Week was a big success. Organized under the auspices of H. E. the Prime Minister, they at-
tracted wide public attendance and interest. Attendees learned about financing programs for and products and serv-
ices provided by small entrepreneurs.

Table 10. Small and microfinance programs supported by the SFD, end 2004
Number of active clients .
Program Cumulative
Borrowers Savers
Re- Port
i i - i A f ti
Women Women Outstand.m:g SavmgF pay folio Loan Loan amounts reas of operation
Total o, Total o, loan portfolio portfolio ment at N
(%) (%) . . : numbers (rials)
(rials) (rials) rate risk
(%) (%)
Al-Hudaidah Microcredit 1,135 89 7,967,850 100 0 6,729 340,426,721 | AlHudaidah city and Bajil
(Al-Hodaidah)
s Hais, Khoukha, Jabal Ras,
LSED- Hais 1,084 91 | 2412 89 39,339,732 | 4,185,032 99 1 5,692 112,586,500 | i 0 inidan)
Wadi Hadhramaut 402 15 18,968,680 85 7 931 67,396,725 | Seyun (Hadhramaut)
Dar-Sa’ad Savings and 1,793 88 | 2,945 86 34500473 | 6,956,015 99 1 2,945 103,945,000 | Dar Sa’ad, Al-Bureikah
Credit (Aden)
Al-Mu’alla Savings and Al-Mu’alla, Tawahi, Crater,
Cradit 1,031 100 | 1,469 100 20,587,980 | 4,498,590 100 0 2,040 67.363.000 | i e (hdeny
Sana’a Microfinance (Azal) | 1,250 69 | 1,295 100 25,937,780 822,200 66 13 3,090 121,011,000 | Sana’a Capital
:r"‘g‘g‘eg:‘m“ Savings 1,257 71| 1,843 75 18210,672 | 4,031,804 0o | o 1,890 50,760,000 | Sheikh Othman (Aden)
National Microfinance 4,785 100 | 8,620 100 88,769,627 | 22,268,410 99 0 6,942 200,734,685 | Sana’a Capital, Taiz, Qacdah,
Foundation Yarim ( Ibb and Dhamar)
Bait Al-Fageeh Savings and Bait Al-Faqih, Mansouriyah
Conit 675 89 675 89 7,922,905 903,750 100 0 1,031 17.824400 | oot
Sana’a Microcredit s .
(Microstard) 1,143 100 7,769,973 2,789 61,227,000 | Sana’a Capital
Al-Awa’el Microfinance 1,074 100 19,592,856 4,104 102,213,000 | Taiz
Company (Microstart)
Abyan Savings and Credit 840 100 | 1,278 100 12,729,162 | 3,585,829 100 0 1,192 22,207,230 | Abyan
Other activities and 6,895 260,426,012 | Several arcas
income-generating projects
o Sana’a Capital, Taiz, Aden,
Small Enterprise 876 1 0 0 429,765,655 398 687,114,000 | Al-Mukalla,
Development Fund Al-Hudaidah
Total 18,245 0| 20537 0 732,153,347 | 48,251,630 46,270 2215235273
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Box 10. Hopes and dreams
of microfinance clients

Nidhal’s hopes

Nidhal Saeed Abdu lives in a small
house in the Al-Mualla district
(Aden governorate). She is married
and helps support her husband,
three children and two brothers.
Her husband receives a low daily
wage, so she must engage in activi-
ties such as making and selling pick-
les and light foods (such as cooked
potatoes). But until recently, her
limited income was barely enough
to help her husband sustain their
family.

A few years ago, Nidhal heard about the Savings and Credit Program of Al-Mualla from a neighbor, who helped
her contact one of the program’s loan officers and join the women’s loan group. In 2003, she took her first loan,
for 10,000 Yemeni rials (about $55), to expand her activities, and started selling her products to local shops. After
her activities had grown, she took a second loan of 25,000 rials ($137) and bought a sewing machine. She then
took a third loan, for 50,000 rials ($274), and bought an oven to make cakes and biscuits and sell them to shops.
She employed her brother to help her in the distribution.

Nidhal says that the loans have enabled her to increase her income, which has helped her expand her business
and make improvements to her house. In the future, she hopes to open a small shop next to her house and sup-
plement her current activities.

Fatima’s dreams

After moving from the governorate of Lahj several years ago, Fatima Mohamed Bahraq lived in a wooden hut in
Al-Qallou’a (Aden) with her husband and children. Times were tough, because her husband’s daily wage did not
cover the family’s needs.

In 2002, Fatima learned about the Al-Mualla Savings and Credit Program from a neighbor. She visited the pro-
gram to learn about its services for poor people, then formed a women’s loan group with her neighbors. The
group, called “The Dreams,” was accepted by the program. Fatima used part of her first loan, for 20,000 rials
($110), to buy a sewing machine. She began sewing clothes for her neighbors, and became well known in her
neighborhood for making good clothes. She then took a second loan, for 40,000 rials ($220), and branched out
into making popular foods. Her income increased; and with a third loan, for 70,000 rials ($385), she started buying
and selling clothes and household appliances. She also continued her sewing activities, and bought a new;, better
sewing machine.

Fatima’s hard work and good reputation have raised her family’s income, enabling them to build a small new house
supplied with water and electricity, and she is now able to provide for her family’s needs.
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Internal and External
Institutional Development Efforts

During 2004, the SFD played an ac-
tive role in initiating, developing and
supporting many national develop-
ment strategies. It also conducted a
vatiety of in-house evaluations and

assessments.

National Strategy for
Childhood and Youth

The SFD helped prepare and design
the National Strategy for Childhood
and Youth and funded some of its
components. Indeed, preparation of
this strategy was based on a study of
disadvantaged children supported
by the SFD in association with the
World Bank and United Nations
Children’s Fund (UNICEF).

Preparation of the strategy will oc-
cur in three phases. The first, com-
pleted in 2004, focused on analyzing
programs and reviewing policies.
The second will involve developing
recommendations and preparing the
draft strategy. The third will focus
on creating the strategy’s action plan.
These second and third phases are
expected to be finalized in 2005.

National Small and
Microenterprise
Development Strategy

The SFD prepared the National
Small and Microenterprise Develop-
ment Strategy, as well as a five-year
action plan for its implementation.
The Cabinet discussed the draft strat-
egy during an August 2004 meeting,
The strategy focuses on the pov-
erty-reducing aspects of small and
microenterprise development and
on the creation of sustainable job
opportunities in both urban and ru-
ral areas. The government presented
the draft strategy to the G-8 group
of countries offering development
assistance during a September 2004
meeting in Washington, D.C., and to
the Future Forum held in December
2004 in Rabat, Morocco. Some im-
provements were then made to the
strategy before it was resubmitted to
the Cabinet for ratification—mak-
ing Yemen one of the first Middle
Eastern countries to have developed
a strategy for small and microenter-

prise development.

National Strategy
on Disability

The SFD—in partnership with the
World Bank—has started providing
financial and technical support to the
Ministry of Social Affairs and Labor
to prepare the National Strategy for
the Care and Rehabilitation of the
Disabled. In 2004, the SFD provided
technical and financial support to
add and modify questions related to
disability and orphanhood contained
in the data collection form for the
2004 Census. It also changed some
definitions related to the disabled in
the Census manual. The results of
the Census, which will provide more
data on disability in Yemen, will con-
tribute to the development of this
strategy.

Internal Capacity Building

In 2004, an international consultancy
firm conducted a review to identify
the SFD’s needs in building capacity
to meet the third phase requirements.
A draft strategy was developed for
enhancing internal capacity. The re-
view assessed job descriptions, in-
ternal organizational structures, and
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procedures and tools for staff evalu-
ations, and analyzed training needs
and the training policy and plan.

The review indicated that one of the
key factors of the SFD success story
is the organizational model which is
characterized by a great deal of flex-
ibility, open channels of communica-
tion and an absence of bureaucratic
attitudes. The Management Struc-
ture has a “flat organization” which
facilitates the capacity to adapt to a
steadily increasing and differentiated
workload. This has been instrumen-
tal in the development of mentioned
features. Therefore it can be as-
sumed that SFD has already accumu-
lated considerable capital in terms of
“capacity to manage change”, which
represents a major added value to the
institution as well as an asset to the
country.

SFD organizational support for grassroots women’s
associations enables members to serve their com-
munities, as in this computer class at the Al-Takamul
Development Association in the Capital City

Strategy and action plan
for supporting the disabled

The SFD hired an international ex-
pert on disability issues to review its
programs in this field. The SFD used
the findings of the review to develop
a strategy and three-year action plan
for its projects involving disabled
people.

The review found that:
* The SFD is strongly committed to

and engaged in its efforts to support
the disabled.

* The SFD’ proactive approach has
created a comprehensive, dynamic
program for supporting the disa-
bled.

* The SFD team working in this area
has a good understanding of disabil-
ity issues.

* SFD interventions that support
(and partner with) NGOs working
with the disabled are characterized
by a systematic approach—focusing
on appraisal of potential and capac-
ity building as well as on provision of
equipment and training,

* There is good networking between
NGOs and agencies helping the dis-
abled, with the stronger helping the
weaker.

* Effective strategic use has been
made of regional training opportuni-
ties, especially in education for deaf
people.

* The focus on inclusive educa-
tion—that is, integrating the disabled
in public education—is highly com-
mendable. Inclusive education of
mobility-impaired and deaf children
makes the SFD a pioneer not only in
Yemen, but also in the Middle East.

Some challenges remain:

* Many institutions working with dis-
abled people do not connect enough
with their families, and are not com-
munity-based.

* The SFD has not yet provided sup-
port for community-based rehabilita-
tion, which is the only known way of
reaching rural areas and of provid-
ing a real community base for work
in disability.

* Work on disability issues in Yemen
is largely driven by the SFD, with a
noticeable absence of leadership
from the government.

* The NGO-run disability services
supported by the SFD are urban-
based. Rural areas are not being
served.

* There remains a lack of basic data
on disability, and of mechanisms
to collect and process it. (The 2004
Census is expected to provide na-
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tionwide data on disability, given
that—with support from the SFD—
specific “fields” for disability were
incorporated into the basic Census
form).

* Associations of the blind tend to
have less capacity than do NGOs
supporting the deaf, especially in
education of children.

* Efforts are needed to encourage
creative transportation solutions for
the disabled.

* Too little attention is paid to in-
come-generating activities for the
disabled, especially after their com-
pletion of vocational training,

* Due to the lack of a community-
based rehabilitation approach, cent-
ers for physical rehabilitation—in
particular—serve only patients who
come to them, and so do not serve
the needs of many disabled people
who remain stuck at home.

e Children with multiple impair-
ments do not receive sufficient sup-
port programs.

* The SFD’s role in disability is not
always apparent to other agencies
working in the field; there is a need
for more effective public relations
and activities promoting this role.

Proposed system for allo-
cating donor funds to SFD
projects

Because the SFD draws on a large,
diverse range of funding sources—
each with its own conditions, proce-
dures, preferences and reporting re-
quirements—a system for allocating
funds was prepared. The proposed
system focuses on reviewing the do-
nor resources management system
to automatically identify the most
appropriate donor (funding source)
for each subproject based on param-
eters specified in the SFD’ financing
agreements with donors. In addition,
the proposed system includes a uni-
fied reporting form for all donors.
The system will be further developed
and implemented in 2005.
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Developing the Geographic
Information System

To propetly implement its targeting-
based interventions, the SFD uses
demographic and social data that re-
flect the poverty-related living condi-
tions in the relevant areas. This Geo-
graphic Information System (GIS)
is designed to be easily accessed and
used. Recent developments in the
system aim at facilitating optimal use
of its data and enhancing remote
sensation (assessing situations in dis-
tant areas using data from maps) and
decisionmaking,

The SEFD’ GIS was introduced in
2000 and updated in 2004, and is now
linked to data from the 1994 Census,
available surveys and the SFD’s man-
agement information system (MIS).
The upgraded GIS is an important
tool in targeting the poorest, most
underserved areas. The system is also
used to support decisionmaking and
follow up on and monitor the dis-
tribution of SFD programs and in-
terventions. The GIS was upgraded
based on a user-friendly, flexible pro-
gram, enabling it to be further devel-
oped and updated.

In addition, in 2004 a user manual
was developed that includes demo-
graphic and social data from the 1994
Census at the governorate, district,
subdistrict and village levels, as well
as poverty (and other social) indica-
tors from the 1999 National Poverty
Survey at the governorate and district
levels. The manual also includes data
from periodic education surveys and
data on health facilities and roads.

These activities ate part of the SFD’s
ongoing efforts to collect, com-
pile and display statistical data from
vatious sources and to establish and
develop multiple databases and indi-
cators to support its operations and
interventions.

Improving the management
information system

A regional consultant assessed the
SFD’s MIS interface to improve the
system’s usability and produced a
document with all the suggestions
and recommendations. The assess-
ment process included comprehen-
sive and detailed documentation of
the MIS with all necessary forms,
tables and functions, in addition to a
training guide and user manual.

Strengthening technical
support and quality control
To ensure that its construction
projects were of the highest quality,
in 2004 the SFD:

* Visited several governorates to
assess the quality of 285 ongoing
projects in various sectors.

* Conducted training on quality
control for engineers and consult-
ants from various governorates. The
training aimed at raising technical
awareness and enhancing the effi-
ciency of quality control engineers,
and concluded with unified technical
visions that led to the development
of field manuals and guidelines for
testing elements of construction
projects.

* Provided the Technical Unit with
the most modern electronic and me-
chanical equipment, to enhance its
performance and efficiency in test-
ing concrete elements used in SFD-
supported buildings.

Ensuring cost-effectiveness

During 2004, the SFD continued ef-
forts to ensure and improve the cost-
effectiveness of its projects. Still, it
faced difficulties due to occasional
increases in the costs of construc-
tion projects.

Such difficulties included higher la-
bor costs (10-15% higher than in
2003), higher prices for some con-
struction materials (such as wood and

steel) and unstable prices for other
materials (such as cement, the price
of which ranged from 750—1,000 riy-
als per sack). Moreover, steel prices
continued to increase near the end of
the year, and many contractors raised
costs and prices in anticipation of
higher prices for fuel and petroleum
derivatives. As a result the average
construction cost for SFD education
projects was $167 per square meter,
8% higher than in 2003 (tables 3 and 4).
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Table 3. Average construction costs for SFD education projects, 2004

(U.S. dollars per square meter)

One-story buildings

Two-story buildings

Three-story buildings

Average cost

Number of Cost Number of Cost Number of Cost
projects projects projects
90 185.5 237 164.6 9 143.0 167.0

Source: SFD Procurement Unit

(U.S. dollars per square meter)

Table 4. Average construction costs for SFD education projects by area, 2004

Area Number of Average cost

projects
Urban 6 149.0
Semi-urban 119 157.1
Mid-level remote 138 169.5
Remote and rugged 53 185.4
Extremely remote and rugged 20 188.5

Source: SFD Procurement Unit
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Evaluations

During 2004, several highly skilled
consultants evaluated the SFD’s ac-
tivities to derive lessons and improve
performance. The evaluations in-
cluded a project survey, beneficiary
assessments and thematic reviews
of a number of SFD programs, in-
cluding those for health, the disa-
bled, integrated interventions and
community contracting. This sec-
tion summarizes the findings of the
project survey and the beneficiary
assessments. The thematic reviews
are described in previous sections on
specific sectors.

The 2004 project survey

The project survey, conducted by
the SFD, was mainly based on data
from a February 2004 sample of 145
completed projects in six sectors:
education, health, water, roads, en-
vironment and microfinance. Survey
questionnaires asked about the ex-
tent of community participation and
the benefits and continuity of serv-
ices provided by SFD projects. Data
were also extracted from the SFD’s
management information system
(MIS), as well as from studies and
statistical surveys conducted at the
national level. The survey’s findings

were reported in September 2004.
Efficiency of SFD operations

As of September 2004, the SFD had
completed 58% of its projects and
disbursed 50% of its investment
commitments, compared with 56%
and 44% in July 2003—indicating
improvement in shortening project
lifecycles.

Consultation,
participation and ownership

The survey found that participa-
tion was highest in discussions held
by community members prior to
project implementation, occurring in
71-91% of projects (depending on
the sector). Such participation was
highest for water projects and lowest
for road projects. Community lead-
ers (sheikhs) and members of parlia-
ment participated in discussions on
29-71% of projects, with the highest
participation for health projects and
lowest for road projects.

Beneficiary communities provided
cash contributions for all rural road
projects, in addition to in-kind and la-
bor contributions. Just 40% of water
projects received cash contributions

from beneficiary communities, but
50% received labor contributions—
the highest share of any sector.

All respondents stated that the
projects being surveyed were priori-
ties. Moreover, 76-91% of respond-
ents (depending on the sector) said
that the quality of works imple-
mented was excellent or good, with
the lowest percentage being in the
water and the highest in roads. And
the vast majority of respondents be-
lieved that the benefits they received
from the project merited its costs,
with 85-100% assessing the cost-
benefit ratio as excellent.

Education sector

The education sample included 40
schools—32 in rural areas and 8 in
urban. These schools contained 240
classrooms (174 rural, 66 urban).

Enrollment

Relative to the periods before SFD
interventions, the overall enrollment
rate increased by 27%. This increase
was mainly due to the significant
number of girls joining female-only
classtrooms, with the number of fe-
male students increasing by 36%.
The survey found that the SFD’s in-
terventions had reduced overcrowd-
ing (density) in girls’ classrooms.

Operations

The survey found that in the week
prior to the interview, 95% of the
schools had been fully operational.
In the two exceptions, one school
was partially closed for a day, and the
other for the whole week.

Construction and cleanliness
The survey found that 83% of the
SFD-supported

in good condition overall, and that

classrooms wete

cleanliness was excellent in 63%. In
addition, 77% of the school toilets
were in good condition, and 54% had
good cleanliness. Moreover, most
respondents said that their school
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site was appropriate. Among the 32
schools in rural areas, 9% lacked a
source of water and 22% depended
on water harvesting tanks provided

by the SFD.

Parent councils

The survey found that parent coun-
cils had been formed in 75% of SFD-
supported schools to follow up on
and oversee various school needs.

Health sector

The survey team visited 27 SFD-
supported health facilities—8 health
centers, 17 health units (which are
smaller and provide fewer services
than health centers), and 2 rural
hospitals—providing curative and
preventive services. About 81% of
these facilities provided consulta-
tion services and comprehensive im-
munization services, as well as other
services such as minor operations.
Many facilities also provided preven-
tive child care services, and some
provide prenatal care and child deliv-
ery services.

In the week preceding the interview,
89% of the facilities had been fully
operational, providing services on
92% of possible working days. In
addition, in the week before, 88%
of the facilities had provided con-
sultation services, 43% had provid-
ed immunization services, 37% had
provided prenatal care and 28% had
provided family planning services.

Staffing

The survey found that urban health
centers and units had an average of
7.0 health staff, while rural health
centers had an average of 5.3 staff
and rural health units had an aver-
age of 2.6 staff. Rural hospitals had
an average of 38.5 staff. The analy-
sis also found that staff were com-
mitted to attendance. About 83%
of staff members were permanent,
while 9% were volunteers and 7%
were temporaty.

The main problems cited by respond-
ents were insufficient qualified health
staff—particulatly females—and
auxiliary staff (messengers, guards,
cleaning staff), as well inadequate x-

ray and lab services.

Equipment and support services
Of the 22 instruments and pieces of
equipment that the Ministry of Pub-
lic Health and Population considers
essential for each heath facility, an
average of 85% were available, 67%
of which were in good condition.

Less than half of the health facilities
(41%) were connected to public wa-
ter networks; 44% relied on unsus-
tainable, external sources, and 15%
lacked any source of water. Similarly,
less than half of the facilities (41%)
were connected to public electricity
networks, while 30% depended on
village or facility generators. Half of
the heath units in rural areas lacked
electricity altogether.

Most of the health facilities (89%)
burned their medical waste, the rest
disposed of it using standard gar-
bage receptacles.

Availability of medicines

The survey found that of the 42
medicines, vaccines and other medi-
cal supplies considered essential
by the Ministry of Health, only 20
(47%) were available at the health fa-
cilities. But 80% of the facilities had
vaccines such as DPT (diphtheria,
pertussis, tetanus) and measles.

Source of medicines

The Ministry of Public Health and
Population’s Medicines Fund was the
main source of medicines for most
health facilities. Of the 17 facilities
with beneficiary committees, 15 rely
on the Medicines Fund, in addition
to the private sector.

Beneficiary committees
As noted, beneficiaty committees
had been formed for 17 (71%) of

SFD | Annual Report 2004

the SFD-supported facilities. (Three
of the facilities are not included in
this count because they are special-
ized units in urban hospitals.) In the
year before the survey, these com-
mittees had held an average of 4.3
meetings. (One committee did not
hold any meeting; three held only
one and three others held two.)

Availability of Medicine Recovery
System

Three-quarters of the facilities with
beneficiary committees and half of
those without them used a Medicine
Recovery System, under which pa-
tients pay for their medicines. Among
the 18 facilities using this system, 14
exempted poor people (10 of which
maintained lists of such patients).

Water sector

Of the 33 water projects surveyed, 9
were water network projects and 24
were water harvesting projects. Of
the water harvesting projects, 22 had
an average of two cisterns and tanks
and 2 were small dams. The cisterns
and tanks project had an average of
additional capacity of 7,176 cubic
meters while the average additional
capacity of small dams project was
125,250 cubic meters. The water net-
work projects served, on average, 66
household taps.

The survey found that each project
benefited an average of 773 house-
holds and 5,975 individuals. The
projects increased household cov-
erage by 34% (27% for water har-
vesting and 39% for water network
projects) and individual coverage by
37% (27% for water harvesting and
44% for water network projects).
Data from respondents indicate that
the projects have resulted in a clear
increase in water consumption per
capita, daily operation hours and
monthly operation days.
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Staffing

Water network projects had an av-
erage of six working staff, four of
whom were qualified (trained). Staff
attendance in the five working days
before each project interview aver-
aged 96%. Staff attendance varied by
profession, from 87% for adminis-
trative personnel to 100% for opera-
tion and maintenance staff. (No staff
are required to run water harvesting
schemes.)

Payment of service fees

Fees were collected for all water
network facilities (except one); 63%
were paid on a regular basis (without
delay).

Implementation

The SFD implements its water
projects in two ways: through con-
tractors and through beneficiary
communities  (direct implementa-
tion). Contractors implemented 79%
of the water harvesting projects sur-
veyed; communities, 21%. All but
one of the water network projects
surveyed included plans to preserve
water, as did slightly more than half
of the water harvesting projects.

Operation and

beneficiary committees

More than 90% of the projects vis-
ited were managed and operated by
certain entities, 75% of which were
beneficiary committees. Two-thirds
of water network projects were
managed and operated by benefici-
ary committees; the other third, by
water authorities or local councils.
Neatly four-fifths of water harvest-
ing projects were managed and oper-
ated by beneficiary committees.

Roads

The project survey visited 20 SFD
road projects, 11 involving rural
roads and 9 involving street paving
in cities and small towns. The av-
erage rural road project ran nearly
7.5 kilometets, covered 18 rural ar-

eas (villages and hamlets) and served
11,205 people. The average paving
of streets in cities and towns covered
9,537 square meters, serving 22,061

people.

The survey found that the SFD in-
terventions had enabled two of the
beneficiary villages’ access to vehi-
cles, and reduced the costs and time
of villagers’ trips to neatrby cities,
towns and souks (traditional mar-
kets). These improvements increased
the number of vehicles using the
roads and lowered the prices of basic
commodities such as wheat (by 28%)
and cooking gas (by 39%). The lower
prices of commodities and services
were attributed to the 50% decrease
in transportation fares.
Such findings support evidence
that local efforts at maintenance are
made in 91% of the SFD’s rural road
projects. Most such roads (80%) are
maintained on a periodic basis, and
20% on both a periodic and rou-
tine basis. About 55% of these rural
roads have maintenance commit-
tees. In response to the question of
who is in charge of maintaining rural
road projects, 50% of respondents
said maintenance committees, 20%
said local councils, 10% said local
associations and 20% said that ben-
eficiaries themselves are responsible.
More than half (55%) of the rural
road projects visited relied on local
financial contributions to maintain
the roads.

Environment

The environment sector involves
wastewater management (sanitation),
solid waste management and soil and
water conservation. The project sur-
vey covered only sanitation projects,
because they account for most SFD
investments in the sector. The sur-
vey visited 14 sanitation projects,
and found that SFD interventions in
the targeted areas had increased the
number of households connected to

the sanitation network by 64%, in-
creased the proportion of connected
households by 188% and raised the
proportion of disposed water treat-

ed by 183%.

The survey included a sanitation
questionnaire that asked about the

average cost of a lebna (an area of
land equal to 44 square meters) and
the average rent for a local house;
other questions related to the health
and environmental situation before
and after SFD interventions. Re-
spondents were asked to estimate the
effects of SFD-supported sanitation
projects, based on their observations
before and after interventions. The
respondents indicated that 100% of
the projects had significantly lowered
levels of stagnant water and reduced
the prevalence of open sewerage by
88% on average. As a result, malaria
cases had dropped by 62%. (Data
on malaria were collected from the
heath facilities closest to the targeted
areas.). In addition, projects eliminat-
ed the risk of children and animals
falling into pour holes (open sewage
collection areas) and resolved quar-
rels about disposed water among lo-
cal residents. In addition, the SFD
projects eliminated odor problems
and harm caused by insects.
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Operation and maintenance
All  SFD-supported
projects are supervised by Water and
Sanitation Authority offices in indi-
vidual governorates.

sanitation

Wastewater treatment

Of the 14 sanitation projects vis-
ited, 11 (79%) have means for treat-
ing wastewater. Although treatment
methods vary, 7 of the 11 are based
on the connection with the main net-
work; 4 use septic tanks.

Preventive maintenance
According to the respondents, 8 of
the 14 sanitation projects have main-
tenance systems. Of these, 4 have
routine maintenance systems and 4
have dual (periodic and routine) sys-
tems.

Microfinance

The survey visited 11 microfinance
programs established to provide
savings and loan services through
nongovernmental organizations
(NGOs). In 2004, the SFD helped
establish the National Microfinance
Foundation (NMF), which super-
vises savings and loan programs es-
tablished in the cities of Taiz, Ibb,
Dhamar and Al- Qa’edah. The sur-
vey covered two types of programs:
9 savings and loan programs (includ-
ing the 4 run by the NMF) and 2
loan-only programs.

Staffing

Each microfinance program had an
average of about 12 staff members
(6.7 men and 5.4 women). Monthly
salaries for men and women in differ-

ent professional categories averaged
19,750 Yemeni rials (about $109).

Funding sources for loans

The SFD provided 85% of the pro-
grams’ loan funds (in the form of
loans and grants); savings depos-
its accounted for 6% (except in the
NMF projects, where they provided
36%) and other sources for 9% .

During the visit, women accounted
for 78% of project beneficiaries
when the Al-Hudaidah program was
excluded; otherwise, their share was
nearly 41%.

Loan uses

Borrowers invested in a range of in-
come-generating activities, including
trade (47%), services (21%), indus-
try (12%), animal husbandry (9%),
household and personal consump-
tion (7%) and agriculture (4%). The
average loan in the programs visited
was 41,104 rials ($227) and had a
nine-month repayment period. The
programs surveyed relied on two
types of Islamic loan programs,
with five focused on murabaha (profit
sharing, or cost plus markup) and six
on musharaka (equity participation).
Monthly interest rates ranged from
1.5-2.0%, averaging 1.75%.

Registers and

accounting systems

Nine of the programs had loan reg-
isters, and ten updated their infor-
mation regularly (on time). Since the
2003 evaluation, the number of pro-
grams using computerized account-
ing systems had increased from one
to five.

Guarantees

Loans were provided to borrowers
who provided guarantees that they
would repay. Salary and solidarity

(group) guarantees were the most
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common mechanisms in the pro-
grams surveyed.

Beneficiary assessments

The beneficiary assessments, con-
ducted by an external evaluator, doc-
umented and analyzed the responses
of communities (and other targeted
beneficiaries) to SFD projects to
better understand the reasons for
project success or failure. The assess-
ments also assessed the different im-
pacts of projects on different parts
of the community (such as women
and men), as well as problems and
challenges, and ways of addressing
them. The fieldwork for the assess-
ments was completed in 2004, and
its analysis indicates that:

* Most beneficiaries were familiar
with the SFD through projects imple-
mented in their region. Respondents
generally considered these projects
to have been successful and to have
provided benefits to their region.

* The SFD has a good reputation—
one that has spread beyond immedi-
ate project areas.

* SFD staff seem to relate well to lo-
cal communities. Members of project
committees said that SFD staff had
been cooperative when problems had
arisen, and beneficiaries who had in-
teracted with staff referred to them
with respect and appreciation.

The Microcredit Program in Sana’a empowers women by providing them with microfinance services
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Funding Sources

Donor missions in 2004

During 2004 several donors con-
ducted missions to evaluate the
SFD’s performance, visiting its main
office and numerous projects. In ad-
dition, several new financing agree-
ments were signed, including with
the World Bank, German Develop-
ment Bank (KfW), OPEC Fund for
International Development, Saudi
Fund for Development and govern-
ments of Britain (through the UK.
Department for International Devel-
opment, or DFID) and the Nether-
lands.

World Bank supervision visit
The World Bank conducted a su-
pervision visit in May 2004 to assess

SFD projects implemented during
the second phase of its operations

The SFD’s operations during its third phase (2004-08) are estimated to cost $400
million, $151.1 million of which had been secured by the end of 2004 (table 11).

Note: The government of Yemen signs loan or credit agreements and transfers the funds to the SFD in the form of
.S. dollars.

grants. 1 euro = 1.3 U.S. dollars. 1 pound sterling = 1.9 U.

a. Committed under the annual cooperation agreement between Yemen and Germany.

and progress toward its development

Table 11. New external sources of SFD funding secured in 2004 goals. The mission also addressed
S Agreemet“t c U.S..dolllar Eur(;ent issues related to the launch of the
ource amoun urrency equivalent unding . . .. 5
(millions) (millions) status third phase, in addition to the Bank’s
German Development 4.0 Euros 5.2 | Effective $60 million credit (Y EM-3681) for
ggn;(sKﬂW grant 2003 that phase, signed in April 2004 and
World Bank/International 600 | U.S. dollars 60.0 | Effective provided by the Banlk’s International
Development Association Developrnent Association.
credit YEM-3861
British government (U.K. 12.0 | Pounds sterlin 22.8 | Effective . .. .
Departngient for ( & The mission visited SFD projects
International Development) in the governorates of Al-Baidhah,
grant 188-542-008 : . e
Netherlands government 8.85 U.S. dollars 8.85 | Effective Hudaidah Vand Talz' _The r,nISSIOn
education grant 10784 and expressed its satisfaction with the
health grant 10829 SFD’s continuous progress, and is-
European Community trust 8.0 Euros 10.4 | Not d d d ibino th
fund grant 053450 effective Sued a memoran .um e.scr ng the
OPEC Fund for 13.0| U.S. dollars 13.0 | effective SFD’s approach in various sectors
International Development and the performance of its internal
loan 959P Thi has b .
International Fund for 4.35 U.S. dollars 4.35 | Not systems. 1S memo has been circu-
Agricultural Development effective lated to and discussed with all of the
(IFAD) loan 638-YE SFD’S dOﬂOrS
Saudi Fund for 75.0 Saudi riyals 20.0 | Not ’
Development loan 422/24 effective
German Development 5.0 Euros 6.5 | Not Joint mission by the World Bank,
a .
Banli (KfW) grant — effective European Union and Nether-
Tota 51.

lands Embassy

This mission visited the SFD in
December 2004 to learn about its
project-related efforts, especially in
the first year (2004) of its third phase.
The mission also reviewed progress
on projects implemented during its
second phase, and discussed mov-
ing the closing date for projects
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initiated during the second phase to
mid-2005—a year eatlier than previ-
ously planned. In addition, arrange-
ments were made to begin develop-
ing projects supported by the World
Bank’s credit for the third phase
(YEM-3861). This mission also fi-
nalized the European Community
grant agreement for the third phase
(Trust Fund 053450); this grant will
be administrated by the World Bank
and is expected to become effective
in 2005.

Funding sources
during the second phase

World Bank/International Devel-
opment Association second credit
(YEM-3353)

This $75 million credit, provided
in 2001, has funded 900 projects
involving water, education, health,
roads, groups with special needs, the
sup-

port , training, cultural heritage, in-

environment, organizational
tegrated interventions, microfinance
and small enterprises. The credit’s
closing date is expected to occur in
mid-2005. By the end of 2004, dis-
bursements under the credit totaled
$72.6 million.

World Bank Institutional Devel-
opment Fund grant to support
the Nongovernmental Organiza-
tions Law 1 (Trust Fund 050401)
This $182,250 grant, signed in 2002,
supports the development of civil so-
ciety organizations by raising aware-
ness about the NGOs Law 1, which
was approved in 2001. The grant has
been used to increase understanding
of the law, prepare its executive stat-
utes, establish law libraries and legal
assistance and conduct workshops
and seminars to orient NGOs, law-
yers and judges on the application of
the law and its executive statutes. In
addition, part of the grant is being
used to finance study tours to neigh-
boring countries for the supervisory
Ministry of Social Affairs and Labor
and some NGOs.

Netherlands government devel-
opment grant (YE 024601)

This grant, signed in November
2001, will finance 235 projects, with
a focus on improving the living con-
ditions of poor people. By the end
of 2003, the entire grant had been
allocated to projects for education,
health, institutional support, train-
ing, groups with special needs, water,
roads, the environment, integrated
interventions and cultural heritage.
By the end of 2004, disbursements
had reached $26.4 million. This grant
is expected to be closed in 2005.

Arab Fund for Economic and So-
cial Development loan 425/2002
This $49.8 million loan, received in
April 2002, is financing projects in-
volving education, water, health,
roads, the environment, groups with
special needs, cultural heritage and
microfinance.

Arab Fund for Economic and So-
cial Development grant for resto-
ration of the Great Mosque

This $1.5 million grant is being used
to renovate the Great Mosque of
Sana’a.

U.S. Donation of Agricultural
Commodities Program 2000

This grant for 1.4 billion Yemeni
rials (about $8.6 million), provided
in June 2001, funded 98 projects in-
volving education (95), cultural herit-
age (2) and health (1).

U.S. Donation of Agricultural
Commodities Program 2001

This $5.0 million grant has been used
for development projects around the
country, focusing on highly tribal
governorates such as Marib, Al-Jawf,
Sa’adah, Amran and Shabwah. With-
in the framework of this program,
a Memorandum of Understanding
was signed between the Ministry of
Culture and Tourism, Marib Local
Council and SFD and the American
Embassy to provide an additional $3
million to finance the construction
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of the Marib Civilization Museum,
which will help enhance tourism in

Marib and in Yemen as a whole.

U.S. Donation of Agricultural
Commodities Program (training
for health workers)

This $581,000 grant was used to
build the capacity of health workers
in the Sana’a and Marib governo-
rates. In 2003, the grant was used to
train 232 male and female students
in health institutes in Sana’a, Aden,
Taiz, Ibb, Hajjah and Marib in a
range of health specialties.

European Community grant (B7—
3000/IB/97/0466)

This 15 million euro grant was provid-
ed in 1998. The EC directly managed
2.4 million euros of the grant to pro-
vide SFD with technical assistance,
while the SFD managed 12.6 million
euros to fund water harvesting and
road projects under its Community
Development Program. The grant
helped build the capacity of NGOs
and local settlements—supporting
their organizational capacity, helping
them in health, environmental and
financial activities and conducting
training in microfinance. The grant,
which had been used since 2000 to
finance the first and second phases
of SFD operations, was closed at the
end of 2004

Islamic Development Bank loan
(50/YAR)

This $6 million loan was provided
in 2000 to support SFD activities,
and started being used in early 2003
to finance community develop-
ment projects involving education,
water, health and rural roads. The
total amount of this loan has been
committed, and by the end of 2004
disbursements had reached $4.8 mil-
lion. This loan is expected to be con-
cluded in 2005.
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British government first grant for
the SFD second phase

This grant, for £1.6 million, was pro-
vided in March 2004 to cover short-
falls in financing the SFD’s second
phase activities. It was allocated to
support all SFD programs and closed
at the end of 2004.

Funding sources
during the third phase

The third phase of the SFD’s op-
erations started at the beginning of
2004. Given project needs under
this phase, SFD management has
increased its efforts to attract fi-
nancing—resulting in new credits,
loans and grants from donors such
as the World Bank, Organization
for Petroleum Exporting Countries
(OPEC),
International Fund for Agricultural
Development (IFAD), Saudi Fund
for Development, and governments

European Commission,

of Britain, Germany and the Nether-
lands. The $151.1 million secured in
2004 is 46% of the external funding
required for the third phase.

German Development Bank (KfW
grant 2003 65 155)

This grant agreement, signed in
March 2004, will provide 4 mil-
lion euros (about $5.2 million) for
projects under the SFD’s Communi-
ty Development and Capacity Build-
ing programs during the third phase.
Another 5 million euros, committed
under a 2004 cooperation agreement
between the governments of Yemen
and Germany, will be provided in
2005.

OPEC Fund for International De-
velopment loan (959P)

This $13 million loan, received in
February 2004, will finance projects
involving education, water, the envi-
ronment, groups with special needs,
health, roads and capacity building.

World Bank/International Devel-
opment Association credit (YEM-
3861)

This $60 million credit, signed by
the government in April 2004, will
finance the full range of SFD activi-
ties during the third phase. The credit
became effective in August 2004.

British government third phase
grant 188-542-008

This grant, through the UK. Depart-
ment for International Development,
will provide £12 million (about $22.8
million) in financing for projects dur-
ing the SFD’s third phase.

International Fund for Agricul-
tural Development (IFAD) loan
638-YE

The IFAD will provide $4.35 million
to finance the water component of
the Rural Development Project in
Al-Dhale’ governorate. Negotiations
on this loan have been finalized, and
the agreement between IFAD and
the government of Yemen will be
signed in 2005.

Saudi Fund for Development loan
(422/24)

In December 2004 an agreement was
singed between the government of
Yemen and the Saudi Fund for De-
velopment to provide a loan for 75
million Saudi riyals ($20 million) to
support the SFD’s education projects
during its third phase.

European Community (Trust
Fund 053450)

This 8 million euro ($10.4 million)
grant will be used by the SFD for
local development programs, water
supply and sanitation, feeder roads
and the Capacity Building Program.
This grant is in form of trust fund
administered by the World Bank.

Netherlands government educa-
tion grant 10784 and health grant
10829

The education grant, agreed to in
November 2004, will provide $6.1

million to support SFD education
projects during the third phase—
with the aim of supporting Yemen’s
progress toward the Millennium De-
velopment Goals in this sector. Un-
der the health grant, also signed in
November 2004, the SFD will receive
$2.75 million for health projects dur-
ing its third phase.
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TABLE 12. SOURCES OF SFD FINANCING, 1997-2004 (U.S. DOLLARS)
Source 1997 1998 1999 2000 2001 2002 2003 2004 Total

World Bank/IDA credit 2953, first phase| ~ 2,125,976|  6,237,451| 14,145,398 4,555,602 2,115,281 124,867 0 0 29,304,575
IWorld Bank/IDA credit 3353, second
phase 0 0 0 0| 10,386,683 21,398,527 27,609,368 13,178,312 72,572,890
'World Bank IDF grant TF050401-YEM 0 0 0 0 0 0 50,000 85,496 135,496
Yemen government 0 0 588,567 567,873 865,701 838,551 1,763,429 6,177,356 10,801,477,
European commodity aid 76,923 0 0 0 0 0 0 0 76,923
[European Community grant (B7—
3000/1B/97/0466) 0 0 of 1,149,419 946,597 2,549,190 6,851,564] 1,321,395 12,818,165
Netherlands grant for Al-Hudaidah
Microfinance Program 28,724 0 0 0 0 0 0 0 28,724
Netherlands grant TF020452 0 0 654,756/ 2,543,328 485,775 1,796,295 296,948 0 5,777,102
INetherlands grant YE 009804B 0 0 0 4,098,402 1,971,163 1,622,743 261,785 0 7,954,093
|Arab Fund for Economic and Social
Development loan 97/350 0 0| 1,950,000 10,246,784  7.355430 18 0 0 19,552,232
|Arab Fund for Economic and Social
Development loan 425/2002 0 0 0 0 0 6,641,843 8,493,867 10,176,391 25,312,101
'US donation of agriculture commodity
(416-b) 1999 0 of 3,130,675 of 2,170,023 0 0 5,300,698
IUS Donation Agricultural Commodity
(416-b) 2000 4254,169 4,120,750 0 0 8,374,919
'US Donation of Agriculture Commodity
( for training of health workers) 0 0 0 0 0 0 581,363 0 581,363
'US Donation of Agriculture Commodity
(416-b) Program 2001 0 0 0 0 0 0 2,500,000 0 2,500,000
OPEC Fund for International
Development loan 721P 0 0 0| 1312936  3.667,554 742,461 277,049 0 6,000,000
Islamic Development Bank loan
50/YAR 0 0 0 0 0 0 1,511,521 3,252,405 4,763,926
Japanese grant TF026373 0 0 0 0 50,000 65,394 87.359 0 202,753
Netherlands second phase grant YE
024601 0 0 0 0| 5976096  3,500,000] 10,537,007 6,422,343 26,435,446,
British government grant to the SFD
second phase 0 0 0 0 0 0 0 2,886,095 2,886,095
/Arab Fund grant (Grand Mosque) 0 0 0 0 0 0 0 169,532 169,532
British government third phase grant
188-542-008 0 0 0 0 0 0 0 2,772,950 2,772,950
German government grant (KfW) (2003
65 155) 0 0 0 0 0 0 0 1,547,027 1,547,027
Netherlands government education grant
10784 0 0 0 0 0 0 0 3,000,000 3,000,000
Netherlands government health grant
10829 0 0 0 0 0 0 0 1,979,325 1,979,325
Total 2231,623|  6237451] 20,469396] 24474344  40244472] 43,400,639 60,821,260 52968627 250,847,812
[nterest carned 0 76,309 43,813 434,676 431,994 436,349 372,931 647,881 2,443,953
Income 1930 21,933 204,681 343,685 682,145 865,461 1,119,158 306,159 3,545,152
Recovered expenses 0 0 0 178,022 53,013 93,349 157,280 2,632,093 3,113,757
Recovered loans 0 0 0 0 0 0 222,037 251,197 473,234

Grand total 2,233,553 6,335,693 20,717,890 25,430,727 41,411,624 44,795,798 62,692,666 56,805,957 260,423,908
Note: Equivalent amounts of funds in U.S. dollars are approximate.
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Annexes

SFD commitments, disbursements, benefits,

project locations, organizational structure and branch offices

SFD estimated commitments by program,
2004 and cumulative (millions of U.S. dollars)

SFD disbursements by program,
2004 and cumulative (millions of U.S. dollars)

Program 2004 Cumulative Program 2004 Cumulative

Community Development 62.6 285.8 Community Development 48.2 203.8
Capacity Building * 13.6 433 Capacity building* 9.6 29.4
Small and Microenterprise 2.6 7.8 Small and Microenterprise 2.1 53
Total ** 78.8 336.9 Total** 59.9 238.5

*Including disbursements for operating expenses and fixed assets of the SFD
** Amounts include operating expenses for the main office and branch offices
(approximately 4 percent for 2004 and 5 percent cumulatively)

*Including budget for operating expenses and fixed assets of the SFD
** Amounts are estimated based on the annual approved projects as well as
operating and fixed assets costs

Distribution of SFD commitments by sector, 2004

Micro Enterprises Dev. Training 2%

2%

Small Enterprise 1%

Integrated Interventions
1%

Organizational Support
4%

Cultural Heritage 5%

Special Needs Groups
5%

Rural Roads 5%
Environment 5%

Education 52%
Health 5%

Distribution of SFD commitments by sector, 1997 - 2004

Integrated Interventions
0.6%

Micro Enterprises Dev. Training 1.2%

1.9%

Organizational Support Small Enterprise 0.5%

2.4%
Cultural Heritage 4.3%

Environment 4.7%

Special Needs Groups
4.9%

Rural Roads 5.0% Education 53.0%

Water 14.2%
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Distribution of SFD commitments by governorate, 2004 in millions of U.S. dollars
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Note: Projects committed in Sana’a Capital include those which benefit also other governorates

Distribution of SFD commitments by governorate, 1997—2004 in millions of U.S. dollars
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SFD commitments, 1997-2004 in millions of U.S. dollars
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Temporary employment created by SFD projects, 1997-2004 (millions of days)
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Geographic distribution of ongoing and implemented projects by sector, December 2004
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SFD organizational structure

Internal Auditing
Monitoring & Evaluation
Programming
Finance & Administration

Information Technology

Procurement
1
Technical Support
Education Cultural Water & Health & Social Training & Small and
Heritage & Environment Protection Organizational Micro Enterprise
Rural Roads Support Development
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SFD branch offices

e

Sanad'a Hadhramaut Aden Amran

Mareb Shabwah Lahj Sa’adah

Al-Jawf Al-Maharah Abian Hajjoh
Al-Mahweet Governorates Al-Dhale Governorates
Governorates Governorates

Al-Hudaidah Taiz Dhamar Ibb
Governorate Governorate Al-Baidha Governorate
Governorates
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