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ABBREVIATIONS AND GLOSSARY OF TERMS
USED IN THE REPORT

AIMS Assessing the Impact of Microenterprise Services Project.  AIMS is
funded by the Microenterprise Impact Project of USAID’s Office
of Microenterprise Development.

Bosnia Refers to the country Bosnia-Herzegovina.

Chi-Square Test A Chi-square test was used to test the independence of cross-
tabulated nominal data.  Statistical significance on this test
indicated that the results could not have occurred by chance.

Comparison Group See Non-Clients.

Federation Refers to the Federation of Bosnia-Herzegovina, the Muslim-Croat
Federation that makes up one of the two political entities of Bosnia.
(See Republika Srpska.)

ICMC International Catholic Migration Committee.

MC/SEA Mercy Corps/Scottish European Aid.  MC/SEA is the Bosnia
country office of Mercy Corps International, headquartered in
Portland, Oregon.

MFC Microfinance Center, Warsaw, Poland.

Municipality A political description in Bosnia of an area including several towns
and/or villages and surrounding land.  Similar to a District or
County.

Newer Clients Clients of MC/SEA’s microcredit program in Bosnia who took
their first loan from the organization 6-12 months before the survey
was conducted.

Non-Clients Individuals interviewed for the survey who were not clients of
MC/SEA at that time.  This group is also referred to as the
Comparison Group.

Non-Parametric Test A Non-Parametric test was used to determine the difference of
means for non-normally distributed interval data in the composite
indexes.  A confidence interval of 95% was used for all tests.
Statistical significance on this test indicated that the results could
not have occurred by chance.

Older Clients Clients of MC/SEA’s microcredit program in Bosnia who took
their first loan from the organization more than 12 months before
the survey was conducted.
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Republika Srpska One of the two political entities that makes up Bosnia-
Herzegovina.  (See Federation.)

T-Test An independent samples T-test was used to determine the
difference of means for interval data.  A confidence interval of
95% was used for all tests.  Statistical significance on this test
indicated that the results could not have occurred by chance.
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I.  EXECUTIVE SUMMARY

In 1999, Mercy Corps International was one of four institutions that participated in a USAID-
sponsored microfinance impact survey for Eastern Europe and the Newly Independent States
(CEE/NIS). A part of the larger AIMS project, the CEE/NIS pilot project sought to modify
and test impact analysis tools in the Eastern European context, to provide microfinance
impact data for the region, and to further test the efficacy of practitioner-led impact analysis.
All four implementing institutions, as well as the Microfinance Center in Warsaw, Poland,
received training in designing and implementing impact assessments, worked together to
develop and test the tools, and utilized similar methodologies to analyze the data.

Mercy Corps carried out its impact survey in Bosnia, where the institution’s European
affiliate, Mercy Corps/Scottish European Aid (MC/SEA), has been operating a microcredit
program since 1997.  MC/SEA’s program currently provides over 3,000 loans, utilizing an
individual lending methodology, and has US $4.11 million under contract.  It operates in 24
Municipalities throughout northeast Bosnia.  The program has a portfolio at risk of 1.25%
and an operational self-sufficiency ratio of 174.57%.

MC/SEA and the International Catholic Migration Committee (ICMC) both completed
surveys in Bosnia and coordinated their interview processes and data analysis.  The impact
survey sought to prove the following hypotheses:

1. The program is meeting its target group.
2. The program increases household economic wellbeing (as measured by

increase in fixed assets, expenditures and savings).
3. The program improves the assisted businesses (demonstrated through

increases in income and fixed assets).

During the interview process 231 interviews were conducted, resulting in 118 valid surveys
of MC/SEA clients and 92 valid surveys of non-clients.  Of the 118 clients, 52 were
individuals who took their first loan from MC/SEA 6 to 12 months before the survey took
place and 66 were individuals who had been MC/SEA clients for more than 12 months.
Interviews were carried out in five regions (Brcko, Breza, Klokotnica, Lukavac, and
Srebrenik), representing the areas where MC/SEA had been operating for more than one year.
The size of the client sample with valid interviews represented 9% of the total number of
clients in these five regions and 8% of all program clients at the time the sample was drawn

One goal of the impact survey was to test the impact tools and process, identify problems
encountered, and gather lessons learned for future impact assessments.  A particular problem
encountered during the surveying was the long questionnaire and confusing questions.
Interviewee fatigue and confusion reduced the validity of data gathered.  In addition, data
analysis was made more difficult due to the wording of some questions.  The MC/SEA
impact survey also highlighted the challenges of carrying out impact assessments of large
programs with diverse populations.  The extensive differences among clients reduced the
statistical significance of the more specific tests run.  An impact survey with a larger sample
size and a shorter questionnaire might be more appropriate in these circumstances.
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A review of the descriptor data gathered found, first, that the client and non-client groups
interviewed appear to be sufficiently similar to justify using non-clients as a comparison
group to assess the loan program’s impact on clients and, second, that the program is serving
its target clientele.  Clients interviewed fell below the program’s caps on gross monthly
income per family member and total number of employees working full time in the business.
In addition, women as a percent of total clients interviewed increased from the older client
group to the newer client group.1  While only 15% of clients reported taking a loan from
another organization, Mercy Corps’ rules state that a client may not borrow money from
another source while s/he still owes money to the program.  This result suggests the need for
closer monitoring on the part of credit officers to ensure that program clients follow all rules.

When the impact of the program was assessed it was found that for household wellbeing, a
positive trend could be seen in clients, particularly the older client group, but that few
statistically significant results are found at this time.  The lack of statistical significance was
not surprising given the post conflict situation in Bosnia and the length of time needed for
residents of the country to rebuild their lives.  It is recommended that a second impact survey
be conducted at a future date to test if statistically significant improvement can be found in
the clients’ household wellbeing over a longer period of time.

A statistically significant improvement in the program clients’ businesses was found when an
index of business improvements was analyzed.  Improvements were also seen in business
sales, profits, and non-financial developments when clients were compared with non-clients.
While older clients generally showed greater improvement than newer clients did, a few
variables showed a decrease when this group was compared with the newer client group.
These results could indicate that older clients are more willing to share accurate business
information, that they are experiencing a leveling-off in their businesses, or that they are
encountering more business-related problems.  While the results are inconclusive in this area,
MC/SEA should not ignore the possible warning signs and should monitor its older clients
more closely to avoid widespread business problems that could lead to repayment problems.

Overall, the impact survey concluded that MC/SEA is meeting its program goals. The
program is contributing to income generation and is targeting economically active
disadvantaged people.  By doing this in war-devastated areas, the program is assisting the
communities in which it works to regenerate.  While not all improvements are statistically
significant, the microcredit program can claim that it is contributing to the wellbeing of its
clients.

                                                       
1 Throughout the report, “older clients” or “older client group” refers to those clients who received their first
loan from MC/SEA more than 12 months ago while “newer clients” or “newer client group” indicates
individuals who first received a loan 6 to 12 months ago.
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II.  INTRODUCTION

In 1999, Mercy Corps International participated in a USAID-sponsored “effort to improve
impact monitoring and assessment practices among microfinance programs operating in
Eastern Europe and the Newly Independent States of the Former Soviet Union” (CEE/NIS).2

MC/SEA was one of four organizations chosen to implement an impact survey of its clients
and to contribute to the development of impact survey tools that could then be used elsewhere
in the region.

A part of the larger AIMS project, the CEE/NIS pilot project sought to modify and test
impact analysis tools for the Eastern European context, to provide microfinance impact data
for the region, and to further test the efficacy of practitioner-led impact analysis.  All four
implementing institutions, as well as the Microfinance Center in Warsaw, Poland, received
training in designing and implementing impact assessments, worked together to develop and
test the tools, and utilized similar methodologies to analyze the data.

Mercy Corps carried out the impact survey in Bosnia where its European affiliate, Mercy
Corps/Scottish European Aid (MC/SEA) operates a microcredit program.  Both MC/SEA and
the International Catholic Migration Committee (ICMC) completed impact surveys in Bosnia
and the two organizations agreed to jointly develop the questionnaire to be used in survey.
All training was carried out together and data analysis was coordinated in order to create
comparable impact survey results.  It is hoped that this collaborative effort will result in more
accurate information on the impact of microcredit that can be extrapolated for all of Bosnia
and impact survey tools that can be utilized by other programs in the country.   A complete
timeline and description of all impact survey activities are included in Annex II.

The actual survey itself was carried out in 11 Municipalities in five program regions.  A
random sampling technique was used to pick the participating clients while non-clients were
taken from lists of people interested in taking a loan.  Two hundred and thirty-one interviews
were conducted resulting in 201 valid surveys, 118 of MC/SEA clients and 92 of non-clients.
The 118 valid client surveys represented 9% of the total number of clients in the five regions
included in the survey and 8% of all program clients at the time the sample was drawn.

Comparison of Clients Surveyed and Total Active Clients
Region Number of

Clients
Surveyed

Number of Active
Clients at Time of

Sampling

Percent of
Population
Surveyed3

Brcko, Federation 8 139 6%
Breza 34 295 12%
Klokotnica 54 465 12%
Lukavac 21 220 10%
Srebrenik 15 141 11%
All other lending areas 0 227
Total 132 1487 9%

                                                       
2  AIMS Overview of the program from its Report on AIMS Workshop/Planning Meeting with the Microfinance
Center in Warsaw (January 14-16, 1999).

3 This table shows total number of clients surveyed rather than total number of valid interviews collected.  The
number of valid surveys analyzed represents 8% of all active program clients.
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Of the 118 clients whose questionnaires were included in the survey results, 52 were
individuals who took their first loan from MC/SEA 6 to 12 months before the survey took
place and 66 had been program clients for more than 12 months.  Five of the clients in this
latter group took only one loan from MC/SEA.  This indicates that they are either dropouts
from the program or are waiting for another loan.  Non-clients interviewed were taken from
lists of people who had expressed an interest in taking a loan from MC/SEA but who had not
yet filled out a loan application.  All interviews took place over two weeks from October 5 to
15, 1999.
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III.  INSTITUTIONAL DESCRIPTION

Institutional History
Mercy Corps International, through its affiliate Mercy Corps/Scottish European Aid
(MC/SEA), has been working in Bosnia-Herzegovina (Bosnia) since 1993.  The great
demand for credit in Bosnia, as well as the organization’s experience operating microfinance
programs, primarily in post-conflict and transitional countries, led it to start a microcredit
program in the country in 1997.

Mercy Corps' approach to microcredit is, unlike poverty alleviation or “lower tier” credit, to
enter the microfinance market delivering “middle-tier” loan products and then expand and
diversify its product lines upwards and downwards as needed, either through Mercy Corps or
through local partners.  This reflects the organization’s commitment to providing seamless
credit and on-going access to financial services upon client graduation.  Mercy Corps has
found through its credit programs in Central Asia and the Balkans that middle-tiered loans
aimed at job creation and market stimulation have a greater effect in these economic
environments.  The organization places priority on market-based approaches and practices in
all aspects of its programming.

In Bosnia, MC/SEA focuses its lending activities along the former confrontation line of the
Bosnian war.  This area suffered great destruction of property and infrastructure.  There was
extensive use of landmines in the region, many of which still have not been cleared.  Because
this was the final front line of the war, most communities in the area were completely
destroyed and the majority of the population fled.  In some cases, other groups then moved
into these areas to flee fighting in other parts of Bosnia.  Five years after the end of the war,
the communities are still disrupted.

The focus of the international community in Bosnia is to return people to their pre-war homes
and to rebuild sustainable communities, both economically and socially, thus reducing the
chances of a recurrence of war.  This focus adds an extra element to microcredit programs
operating in Bosnia.  In addition to working to improve businesses and increase household
wellbeing, most microcredit programs in the country also aim to rebuild or replace
livelihoods disrupted by the war.  These programs take on a greater importance in heavily
destroyed communities where the rebuilding of basic businesses such as a grocery store can
influence whether individuals are willing to return or not.

The economic environment in which MC/SEA works is depressed.  According to USAID’s
Economic Update for third quarter 1999, unemployment in Bosnia is estimated at 30.5% in
the Federation of BiH and 31.5% in Republika Srpska (RS).4  There is also significant
underemployment as many of those who once held formal sector jobs now rely on informal
sector activities and agriculture to make ends meet.  The annual Gross Domestic Product per
capita in 1998 reached only $1,046, approximately one-half of its pre-war level.  Average net
monthly wages in July 1999 were estimated at $210 in the Federation and $127 in the RS.
                                                       
4  The Dayton Peace Agreement, which ended the Bosnian war of 1992-1995, divided the country into two
semi-autonomous “Entities.”  The Federation of BiH is predominantly Bosniak (Muslim) and Croat (Catholic)
while the Republika Srpksa is mainly Serb (Eastern Orthodox).  The line of demarcation between the two
Entities roughly follows the final front-line of the war.
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MC/SEA is intentionally impartial in its outreach and approach (relating to ethnicity, gender
and religious affiliation).  The organization places a special focus on providing an example
for the communities in which it works, by fully integrating its offices, and on assisting the
movement of people back to their pre-war homes.  MC/SEA accomplishes the latter goal by
managing offices on both sides of the Inter-Entity Boundary Line (IEBL), the demarcation
line between the Federation and RS, and by allowing clients to transfer their loans to different
branches as they move.   In areas of high return, MC/SEA manages joint offices on either side
of the IEBL in which credit officers from both entities coordinate closely and give clients the
option of working with whichever office and bank branch they feel most comfortable.

The mission of Mercy Corps’ microcredit program in Bosnia is to provide sustainable access
to credit for economically disadvantaged people in former front-line communities and in so
doing, to assist the country’s rebuilding efforts and to facilitate the transition to a market
economy.  MC/SEA began lending in a rural municipality on the Federation side of the IEBL
in April 1997. The program quickly expanded to other municipalities and, in March 1999
MC/SEA opened offices in Republika Srpska and Brcko District as well.5  As of March 31,
2000, it had 13 offices covering 24 municipalities (with a population of approximately 1
million) in the Federation, the RS, and Brcko District.  These municipalities represent 23% of
the population in the Federation and 14% of the population in the RS.  The program has 45
staff, including 31 in the credit department (29 credit officers), six financial staff, six
administrative staff, and two expatriate advisors.

Lending Methodology
Utilizing an individual lending methodology to fill the gap between solidarity group lending
and those who lend only to registered businesses, MC/SEA provides an average first-time
loan size of KM 2,559 (US $1,422) to economically poor individuals (including internally
displaced people and returnees) in Bosnia with existing entrepreneurial activities or solid
business ideas.6  Over 60% of the total number of loans disbursed have been issued to rural
clients and 43% of active clients are women.

All loan maturities are limited to 12 months, with a minimum loan period of 5 months.  The
interest rate is 18% per year (1.5% per month) calculated on a flat basis.  An up-front fee of
1.0% of the loan amount is charged to cover bank and administrative fees.  An interest-only
grace period of three months and a final balloon payment equal to one-third of the original
loan balance are two additional features offered to clients engaging in agriculture or animal
husbandry.  Some form of security is required for all loans over KM 1,000 (US $556), such
as acceptance orders, guarantee statements, statements on prohibition of salary, or mortgages

                                                       
5  Due to its strategic location and recent history, the Brcko region was the only part of BiH not permanently
allocated to either Entity under the Dayton Peace Accords.  Instead, it was placed under arbitration status and
international supervision.  The “Final Award” of March 5, 1999, created a special district out of the entire pre-
war Municipality, whose territory belongs to both Entities.  Under the Final Award both Entities cede their right
to govern the Brcko District to a neutral District Government that will continue to be supervised by the
international community via the Office of the High Representative.

6  The Convertible Mark (KM) is the currency of BiH.  It is pegged to the Deutsche Mark at a one-to-one ratio.
An exchange rate of US $1 = KM 1.8 was used in this report.  During the life of the program, exchange rates
have ranged from KM 1.7 to KM 1.9 = US $1.  In the first quarter of 2000, the exchange rate was approximately
US $1 = KM 1.9.
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on property.7  On loans of less than KM 1,000, a personal guarantee from someone other than
the client is accepted.  Late payment fees are calculated at 1.0 % of the monthly amount
overdue for each day late.

First time MC/SEA clients must meet the following criteria:
1. Current value of the client’s assets in the business must not exceed KM 15,000 (US

$8,333) (specific definitions of what is included in the fixed asset calculation have been
created for each business sector).

2. Gross monthly income per family member must not exceed KM 350 (US $194).
3. The total number of employees working full time in the business, including the client

must be less than four.
4. Potential clients who have a loan from another institution may not apply for an MC/SEA

loan until they have paid off in full their other loan.

In addition, no more than one loan at a time may go to a single business, regardless of the
number of business partners, and members of a single household cannot receive more than
one loan at a time.

Portfolio
As of the end of March 2000, MC/SEA’s loan funds under contract totaled KM 7.4 million
(approximately US $4.11 million).  Funds were loaned/granted by six donors (U.S.
Department of Agriculture; the World-Bank sponsored Local Initiatives Project; the United
Nations High Commissioner for Refugees; the U.S. Department of State Bureau of
Population, Refugees and Migration; the Fred Foundation; and the Charles Stewart Mott
Foundation).   From program inception a total of 5,728 loans had been disbursed for KM 17.4
million (US $9.69 million).  Active loans totaled 3,292 with an outstanding portfolio of KM
6.1 million (US $3.39 million).

MC/SEA has a maximum first time loan size of KM 4,000 (US $2,222).  Average initial loan
size was KM 2,559 (US $1,422).  Average overall loan size to date is KM 3,000 (US $1,667).
As of March 31, 2000, MC/SEA reported an operational self-sufficiency percentage of
174.57 % and a financial self-sufficiency rate of 91.39 %.8  Portfolio at risk was 1.25 % and
only 13 loans had been written off as of February 29, 2000 (0.3 % of total loans disbursed).

Sixty-three percent of total loans issued went to clients in rural communities.  By sector, 35%
of loans were disbursed to the service industry, 32% to trade activities, 25% to agriculture or
animal husbandry, and 8% to general production.  At the end of January 2000 in the
municipalities where MC/SEA has operated the longest almost 65% of all disbursed loans
went to repeat clients who had successfully completed the terms of their previous credit.

Clients Likes/Dislikes
As part of the impact survey, participating clients were asked what they like and dislike
about the MC/SEA microcredit program.  Specifically, clients were asked to list three things

                                                       
7 Acceptance orders are signed and stamped receipts allowing the holder to directly withdraw funds from the
owner’s bank account in the Payment Bureau, the State-run financial management institution.  Every registered
business is required by State law to open a bank account in the Payment Bureau.

8 Operational self-sufficiency is calculated as financial income ÷ (financial costs + operating costs + loan loss
reserve).  Financial self-sufficiency is calculated as financial income ÷ (financial costs + operating costs + loan
loss reserve + project subsidies) adjusted for inflation (4%) and the market rate of financial costs (11%).
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they like most about the credit department from the following list:9

1. Lower interest rate compared with other informal sources of loans;
2. Steady source of working capital;
3. Group solidarity and/or group dynamics;
4. Training or technical support;
5. Efficiency in relation to banks or other sources of credit (simple procedures);
6. Simpler guarantees compared with other sources of loans;
7. Professionalism of credit officers or other program staff;
8. Other (specify);
9. Don’t know.

Many clients wrote in specific answers under the “other” option.  These responses were then
grouped into five additional answers:

10. No large up-front fee or deposit requirement;
11. Loan disbursed in cash;
12. Possibility of second and subsequent loan;
13. No business registration requirement;
14. Supportive program staff.

Not all clients provided three choices.  However, all responses given were combined and
frequencies were calculated on the total number of answers.  The results were surprising.
Twenty five percent of clients responded that they liked the professional behavior of the
program’s staff.  The second most frequent response was efficiency of procedures, followed
by reliable source of working capital and lower interest rates.  The list of all responses is
shown below:

Aspects of Microcredit Program that Clients Like10

No. of
Responses11

Percent

Professionalism of program staff 58 25 %
Efficiency, simple procedures 52 23 %
Steady source of working capital 36 15 %
Lower interest rates 33 14 %
Simpler guarantees 20 9 %
Other 8 3 %
Don’t know 6 3 %
No large up-front fee 5 2 %
Supportive program staff 4 2 %
Loan disbursed in cash 4 2 %
Training or technical support 3 1 %
Possibility of second loan 2 1 %
No business registration requirement 2 1 %
Total 233 101 %

                                                       
9  This list was developed jointly by ICMC and MC/SEA.  Not all options are fully relevant to both programs
given differences in their respective lending methodologies.

10 Percentages provided in this report may not total 100% due to rounding of decimal places.

11  Throughout the report, “No. of Responses” refers to the total number of respondents in each group who
answered that question.
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Clients were also asked to choose three aspects of the MC/SEA program they dislike the most
from the following list:

1. High interest rate or commission;
2. Initial or subsequent loan too small;
3. Loan cycle too long or too short;
4. Problematic group dynamics (with leaders or at meetings);
5. Repayment policy (frequency, amount);
6. Guarantee policy;
7. Transaction costs for client (slow disbursement, have to cash checks, etc.)
8. Disagreeable behavior/attitude of program staff;
9. Lack of grace period;
10. Other (specify);
11. Nothing;
12. Don’t know.

Again, some clients provided specific answers which were grouped into two additional
options:

13. Fee for late payments;
14. Loans not appropriate for agriculture.

As expected, the biggest complaints from clients were that the loan cycle is too long or too
short, the interest rate is too high, and the loan size is too small.  Before the war, residents of
Yugoslavia could access subsidized loans with repayment periods of up to 10 years and
interest rates of around 5% per year.  Because banks in Bosnia provide very little lending
capital, entrepreneurs who would like larger loans are forced to borrow from microcredit
programs.  Thus the complaints heard from clients are the same across programs.  The fact
that 12% of clients reported nothing they dislike about the program suggests they did not
want to say anything negative about the program to MC/SEA staff.  The table below gives the
breakdown of dislikes:

Aspects of Microcredit Program that Clients Dislike
No. of

Responses
Percent

Loan cycle too long or too short 52 29 %
Interest rate too high 44 24 %
Loan size too small 28 15 %
Nothing 21 12 %
Don’t know 11 6 %
Repayment policy 8 4 %
Other 8 4 %
Lack of grace period 5 3 %
Guarantee policy 1 1 %
Transaction costs for client 1 1 %
Disagreeable staff behavior 1 1 %
Late Fee 1 1 %
Not appropriate for agriculture 1 1 %
Total 182 102 %
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IV.  DESCRIPTOR DATA

Introductory Note
The population interviewed in the impact survey is quite diverse, as can be seen from the
descriptor data below.  The areas included in the study range from heavily destroyed farming
communities to more urban locations that were centers of economic activity during the
Bosnian war.  Some communities are made up of people displaced from other parts of the
country or individuals who recently returned to their pre-war homes while other areas have
more stable populations and better economic conditions.  The business activities of the clients
are also diverse, ranging from near subsistence-level farmers to market traders to skilled
craftsmen.  This broad range of business activities and communities complicated the
MC/SEA impact survey and provided valuable lessons for future studies.

The Annexes provide details on the problems encountered and lessons learned from the
survey process while the body of the report focuses on the results gathered.  However, a few
points should be mentioned here.  The large differences among clients reduced the statistical
significance of the more detailed tests run.  A number of tests suffered from small sample
sizes.  In addition, a problem discovered during the surveying was the long questionnaire and
confusing questions.  Interviewee fatigue and confusion reduced the validity of some of the
data gathered.  Data analysis was also made more difficult due to the non-specific wording of
some questions.

While each of these issues complicated the process of reporting on MC/SEA’s program, they
contributed to the pilot project’s goal of testing survey tools and methodologies.  MC/SEA
was still able to gather valuable descriptor and impact data on the microcredit program.

DESCRIPTOR DATA

During the impact survey, questions were asked to gather data on the profile of the
respondents.  The point of gathering individual, household, and business data was three-fold.
First, this data provided a snapshot of the current economic level and household status of all
respondents, thus allowing MC/SEA to see whether it is lending to its target clientele.  The
descriptor data also showed whether the non-clients surveyed were sufficiently comparable
to the clients to provide a suitable comparison group.  And finally, gathering this data in
October 1999 allows for a longitudinal study of the same respondents at a later date.
Descriptor data was gathered and analyzed in three sections, individual and household
profiles, business profiles, and client profiles.

A.  INDIVIDUAL AND HOUSEHOLD PROFILE

Gender
In terms of gender, the comparison group is extremely similar to the analysis group.  In the
non-client comparison group, 65% are male and 35% are female.  In the analysis group of
clients, 64% are males and 36% are female.  Interestingly, when the gender breakdown in the
client group was disaggregated into “older” clients and “newer” clients, the result followed
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the history of the program.12  MC/SEA’s microcredit program has steadily increased its
percentage of female borrowers.  Female clients as a percent of total active clients increased
from 35% at the end of 1998 to 43% at the end of 1999.  This change was clearly seen in the
impact survey results, as shown below:

Breakdown of Client Gender by How
Long Ago the First Loan Was Taken

6 – 12
months ago

More than 12
months ago

Male 52 % 71 %
Female 48 % 29 %
No. of
Responses 52 66

Education
A comparison of levels of education between the comparison group and the client group
surveyed is shown in the table below.  Again, the profile of clients and non-clients is quite
similar.  However, the client group has a slightly broader spread among the levels of
education than the non-client group.  A few clients reported they have either no formal
education or post-Bachelor learning while the comparison group did not have any
respondents in those two categories.

Breakdown of Highest Level of Education Completed by Client and Non-Client13

None Elementary Secondary Associate’s
Degree

Bachelor’s
Degree
(BA)

Higher
than a

BA

No. of
Responses

Comparison Group 0 % 8 % 77 % 10 % 5 % 0 % 92
Client Group 1 % 15 % 67 % 9 % 7 % 1 % 118

Residency Status
One important descriptor in the MC/SEA questionnaire is the residency status of the
interviewee.  This descriptor describes the following states:

• Domiciled:  The individual continued living in his/her pre-war residence
throughout the war in Bosnia-Herzegovina and is still living in that home;

• Returnee to Pre-War Residence:  The individual was displaced from
his/her pre-war residence by the war but has since returned to that home;

• Returnee to Pre-War Municipality:  The individual was displaced from
his/her pre-war residence by the war and has since returned to his/her pre-
war municipality but not to the pre-war home itself;

                                                       
12 In this report, the term “older clients” or “older client group” refers to those clients who received their first
loan from MC/SEA more than 12 months ago while “newer clients” or “newer client group” indicates
individuals who first received a loan 6 to 12 months ago.  Some of the newer clients may have already taken a
second loan if their first loan term was less than 12 months.

13  Associate’s Degree denotes a two-year, post-secondary degree.  Bachelor’s Degree denotes a four-year, post-
secondary degree.
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• Displaced:  The individual was displaced from his/her pre-war residence
by the war and remains displaced within the boundaries of Bosnia-
Herzegovina;

• Other:  The individual does not fit into any of these categories; for
example, the individual has moved homes for reasons unrelated to the war.

The following table gives the residency status of the interviewees.  A Chi-square test was run
on the data and no statistical significance was found (p=.75362).14  Again, the profile of
clients and non-clients is sufficiently similar that the non-client group can be used as a
reliable comparison group in the data analysis.  The residency status breakdown of MC/SEA
clients is representative of the client profile in the earlier stages of the program. 1999 was a
year of great expansion for the microcredit program.  By early 2000 the microcredit program
had a higher percentage of both displaced people and returnees than are represented in the
interviewee group.15

Breakdown of Residency Status by Client and Non-Client
Domiciled Returnee to

Pre-War
Residence

Returnee to
Pre-War

Municipality

Displaced Other No. of
Responses

Comparison Group 75 % 9 % 2 % 14 % 0 % 92
Client Group 79 % 9 % 1 % 11 % 1 % 118

Age
The mean age of clients and non-clients is comparable.  Clients have a mean age of 38.898
and non-clients have a mean age of 37.000.  The Minimum age of all survey respondents is
21 and the maximum age is 65.  All survey respondents answered the age question.

Household Size
In terms of household size, clients have a mean household size of 4.0 members while non-
clients have a mean household size of 3.8 members.  For clients, the minimum number of
family members is 1 while the maximum is 7.  Non-clients have a minimum of 1 and a
maximum of 6.  Household size has a normal distribution among survey respondents.

Dependents
Both clients and non-clients report a slightly higher number of individuals that are dependent
on the household’s income than live in the household.  The mean number of dependents for
clients is 4.34 and for non-clients is 4.09.  This result implies that survey respondents are
supporting family members who live outside of the household.

Marriage Status
The breakdown of marriage status is also similar between clients and non-clients as the
following table shows.  When a Chi-square test was run on the data, the difference was found
to not be statistically significant (p=.46571).

                                                       
14  Throughout this report, a p-value of less than .05 is considered statistically significant.  The p-value measures
the statistical significance of the difference in prevalence for the two groups compared, non-clients to clients,
newer clients to older clients, non-clients to newer clients, or non-clients to older clients.

15  As of January 31, 2000, the residency status breakdown for the MC/SEA Microcredit program was 67.2 %
domiciled, 14.5 % returnee, and 18.4 % displaced.
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Breakdown of Marriage Status by Client and Non-Client
Married Divorced Widowed Single No. of

Responses
Comparison
Group

91 % 1 % 0 % 8 % 92

Client Group 89 % 2 % 3 % 7 % 118

Use of Another Loan
Interviewees were asked if they or anyone else in their household had taken a loan from any
other source in the previous 12 months.  There was only a small difference between clients
and non-clients in the responses.  Fifteen percent of client households and 23% of non-client
households borrowed from another source (116 clients and 92 non-clients responded to the
question).  Among those respondents who took a loan from another source, most borrowed
from a bank:  44% of clients who took another loan received that funding from a bank
compared to 57% of non-clients who took another loan.  But a higher percentage of clients
than non-clients received loans from another NGO.  Thirty-nine percent of clients who took
another loan did so from an NGO while only 19% of non-clients who took another loan
received the money from an NGO.  The other source of outside capital was friends and
family.

The mean loan size of loans taken from another source was KM 3,088.89 for client
households and KM 3,545.71 for non-client households.  The minimum loan size for all
survey respondents was KM 300.  One client took a loan from another NGO totaling KM
10,000 while one non-client took a loan from a bank for KM 25,000.  These two loans
skewed the mean loan size for both groups.

Unfortunately, the survey did not ask whether the non-MC/SEA loans were used for
business, household, or other purposes so it was impossible to conclude whether 23% of non-
client households took business loans within the previous 12 months or not.  If the funds
borrowed by non-clients were used for business purposes, those loans may have contributed
to the results reported in the interviewees.  Future studies may want to disqualify from the
comparison group individuals with business loans from other sources in order to create a
more valid comparison group.

Sector of Primary Income Source
Survey respondents were also asked, “In which sector does the primary income contributor to
the household income work?”  Survey respondents were allowed to choose from the
following list:

1. State sector,
2. Registered private family business,
3. Other registered private business,
4. Informal sector (non-registered business),
5. Other16

Data analysis reveals a trend from non-client, to newer client, to older client away from the
state sector as the primary sector of employment and toward the family business or other
informal sector activity, although this difference was not statistically significant (p=.49894).
The table below presents the breakdown of primary income source:
                                                       
16  “Registered private family business” denotes a registered, private business owned by a member of the client’s
family.  “Other registered private business” is a registered, private business owned by someone outside the
client’s family.  “Informal sector” denotes a private business that is not registered with the local government.
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Sector of Primary Income Source
State

Sector
Family

Business
Other Private

Sector
Informal
Sector

Other No. of
Responses

Comparison Group 37 % 29 % 9 % 13 % 12 % 92
Newer Client Group 31 % 31 % 10 % 14 % 15 % 52
Older Client Group 26 % 41 % 3 % 20 % 11 % 66

Without asking the survey respondents whether the primary income source had changed
during the previous year it was impossible to tell whether this data indicated that longer-term
clients are shifting from dependence on outside sources of income to dependence on the
family business or whether there the respondent profile is simply different among the three
groups.  A future study should probe this question further.

B.  BUSINESS PROFILE

Number of Business Activities17

An independent samples T-test reported no significant difference between clients and non-
clients in their mean number of business activities (p=.503).  The client group reports a mean
of 1.4615 business activities (SD=.635) while the non-client group has a mean of 1.3977
business activities (SD=.701).  Interviewees who reported that they do not have a business
were not included in the calculation.  In total, 117 clients answered the question, with 3
clients reporting 0 business activities, and 88 non-clients provided an answer, with 2
reporting they do not have a business.

Sector of Primary Business
Clients were asked in which sector the business for which they took the loan belonged, while
non-clients were asked in which sector their primary business belonged.  The options were
trade, production, services, animal husbandry, other agriculture, and mixed.  The frequency
of responses was fairly similar between clients and non-clients; both groups reported the
highest percentage of businesses in the service sector.  However, a higher percentage of
clients are traders (31% for clients, 20% for non-clients) and a lower percentage of clients
have livestock (21% for clients, 32% for non-clients).  These reported sectoral differences
were significantly different when a Chi-square test was used to test the independence of
variables (p=.03289).  The following table presents the sector of primary business in detail:

Sector of Primary Business

Trade Production Services
Animal

Husbandry Agriculture Mixed
No. of

Responses
Comparison
Group

20 % 8 % 36 % 32 % 4 % 0 % 91

Client Group 31 % 10 % 27 % 21 % 5 % 6 % 117

Number of Business Employees
No significant difference between the number of employees hired by clients and the number
hired by non-clients was found when a T-test was used to compare means (p=.723).  One
                                                       
17 In the questionnaire, the term “business activity” was used instead of “business” to describe each enterprise
that the respondent participated in.  In Bosnia the term “business” usually refers to a formal, registered business.
Since most clients have unregistered or informal businesses, “business activity” was used to obtain more
accurate responses from the interviewees.
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hundred fourteen clients and 72 non-clients answered the question regarding employees.  The
mean number of employees for clients is 1.7281 while the mean number of employees hired
by non-clients is 1.5915.18  Employees may be paid for full-time work, paid for part-time
work, paid by the piece, or unpaid family and friends.  The client is not included in this
number.  Seventy-six percent of all survey respondents hired between 0 and 2 employees and
32% hired no employees at all.  Three non-clients reported having 9, 11, and 15 employees,
respectively, which skewed the data analysis since the highest number of employees for a
client was 6.

When the data was analyzed for full-time employees only, the results showed a mean number
of full-time employees for clients of .6140 and a mean for non-clients of .5775.  Seventy
three percent of respondents reported having no full-time employees.  Again, there was no
statistical significance (p=.875).

Conclusion
Thus a comparison of clients and non-clients shows that the two groups appear to be
sufficiently similar to justify using the non-client group as a comparison group in the
assessment of the loan program’s impact on clients’ households and businesses.  When
differences between non-clients and clients are found in the data analysis, factors such as
household size, level of education, and residency status can be assumed to not significantly
affect the results.  In addition, a similar, small, percentage of clients and non-clients took
loans from other sources in the previous 12 months so loans from other sources can be
dismissed as a significant impact on either the client or the comparison group.

C.  PROFILE OF MC/SEA CLIENTS

Household Income
The mean household income for clients of the microcredit program who participated in the
impact survey is KM 888.93.  However, the standard deviation of the responses is 468.087,
indicating a broad spread in household income.  The minimum household income is KM
50.00 and the maximum is KM 3,000.00.

The mean household income for older clients is slightly higher than for newer clients but the
difference is not statistically significant (p=.201).  The mean income for the older group of
clients is KM 968.08 with a standard deviation of 547.316 while the mean income for the
newer group of clients is KM 842.53 with a standard deviation of 488.500.

Per-Capita Income
MC/SEA also tracks per-capita income as a method of insuring that clients fit into the target
population.  All first-time clients must meet a per-capita income cap of KM 350.  For the
clients surveyed, household income was divided first by the number of household members
and then by the number of dependents on household income.  The mean gross monthly
income per household member for all clients who participated in the survey was KM 253.37.
The mean income level per number of family dependents was lower, at KM 224.37.  The
results, disaggregated into newer and older clients, are presented in the table below:

                                                       
18 Included in this calculation of mean were all clients and non-clients who reported having a business and who
gave an answer to the question, even if the reported number of employees was zero.  Excluded from the
calculation were respondents who reported that they had not yet started a business or individuals who did not
answer the question.
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Per-Capita Income for Clients
Income Level per

Household Member
Income Level
per Dependent

No. of
Responses

All Clients Surveyed KM 253.37 KM 224.37 116
Newer Client Group KM 235.54 KM 208.01 51
Older Client Group KM 267.37 KM 237.20 65

For all clients surveyed, 78.4% reported per-household member income levels below the cap
of KM 350 and 83.6% reported per-dependent income levels below the cap, even though
some clients have taken two or more loans.

Number of Employees
The mean number of employees for all clients participating in the survey is 1.7281 with a
standard deviation of 1.663.  The mean number of employees for older clients is 1.9219 with
a standard deviation of 1.674.  The mean number of employees for newer clients is 1.4800
with a standard deviation of 1.632.

Loan Size
The mean first time loan size for all clients surveyed is KM 2,845.76.  There are two loans
with the smallest loan size of KM 400.00 and there are 31 loans at the largest first-time loan
size, which is KM 4,000.00.19  When the data is disaggregated by newer and older clients,
newer clients have a lower mean first-time loan size, as befitting the change in program
philosophy.  The newer client group has a mean first-time loan size of KM 2,712.77 while
older clients have a mean first-time loan size of KM 2,933.80.

Mean First-Time Loan Size
Mean First-

Time Loan Size
Standard
Deviation

All Clients Surveyed KM 2,845.76 932.38
Newer Client Group KM 2,712.77 936.85
Older Client Group KM 2,933.80 925.50

For clients who have taken more than one MC/SEA loan, the mean current loan size is KM
4,639.34, with a minimum of KM 1,000.00 and a maximum of KM 12,000.00.  Newer clients
who have taken a second loan have a mean current loan size of KM 3,952.38 and older
clients with repeat loans have a mean current loan size of KM 5,000.00.

Mean Current Loan Size for Repeat Loans
Mean Current

Loan Size
Standard
Deviation

All Clients Surveyed KM 4,639.34 1,848.718
Newer Client Group KM 3,952.38 1,116.969
Older Client Group KM 5,000.00 2,056.883

Number of Loans
Sixty-one clients questioned had taken more than one loan from MC/SEA.  Of those, 21 took
their first loan 6 to 12 months before being interviewed and 40 received their first loan more

                                                       
19 In the beginning of the MC/SEA microcredit program, the standard first-time loan size was KM 4,000.  A
more flexible policy was soon developed and average first time loan sizes dropped. For the program as a whole,
average first-time loan size is KM 2,559 (as of March 31, 2000).
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than 12 months before the impact survey interview.  One interviewed client had received four
loans.  Of the clients who received their first loans more than 12 months before the interview
date, five of them did not take second loans, either because they were still waiting for a repeat
loan or because they dropped out of the microcredit program.

Loan Use
Interviewees were asked to rank the top three uses of their most recent MC/SEA loan.  One
hundred fourteen clients reported at least one use for their loan, 43 gave a second loan use,
and only 6 reported using the loan proceeds for a third use.  Five clients did not answer the
question at all.  Clients were asked to choose from a list of activities related both to the
business and to the household.  The options were:

1. Started a new business;
2. Bought more stock, materials, or supplies;
3. Paid other business operating costs;
4. Bought equipment, machines, or tools;
5. Improved business site;
6. Added to the existing business space;
7. Hired more workers;
8. Added to business savings;
9. Paid business debts;
10. Other business use;
11. Purchased food for the family;
12. Purchased clothes or other household items;
13. Lent money to spouse or other person;
14. Saved for emergencies or to repay the loan;
15. Paid for children’s education;
16. Paid for household improvements;
17. Paid household debts.

All answers were combined into a single variable. The most frequent reported loan use was
purchasing more supplies or materials; 33% of clients reported spending on that use while
22% of clients bought equipment and 19% started a new business.  Only 1% reported
spending a large portion of their loan to pay off business debts or to purchase food for their
families.  When the data was divided into newer and older client groups there was no
statistically significant difference in loan use between the two groups. The only notable
difference between the two groups was that a higher percentage of clients in the 6-12 month
group used their loan to start a new business while a greater proportion of the older clients
added to their business space.  The table below shows the breakdown of responses by all
clients, newer clients, and older clients:
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Breakdown of Top Three Uses of Loan for Each Client Group
Percent (Number of Responses)

Total Client
Population

Newer Client
Group

Older Client
Group

Purchased more supplies 33 % (53) 31 % (22) 33 % (31)
Bought equipment,
machines, or tools

21 % (35) 23 % (16) 20 % (19)

Started new business 19 % (31) 24 % (17) 15 % (14)
Added to the existing
business space

12 % (20) 9 % (6) 15 % (14)

Other business use 6 % (10) 3 % (2) 9 % (8)
Paid other business operating
costs

2 % (3) 4 % (3) 0 % (0)

Improved business site 2 % (3) 1 % (1) 2 % (2)
Hired more workers 1 % (2) 0 % (0) 2 % (2)
Saved for emergencies or to
repay the loan

1 % (2) 1 % (1) 1 % (1)

Paid for household
improvements

1 % (2) 1 % (1) 1 % (1)

Paid business debts 1 % (1) 1 % (1) 0 % (0)
Purchased food for family 1 % (1) 0 % (0) 0 % (0)

One note on loan use:  the microcredit program stresses that the loan must be used for
business purposes.  The loan contract signed by the client lists the planned loan use and
states that MC/SEA can ask for the funds to be returned immediately if the loan is used for
other purposes.  Even through the questionnaire lists seven non-business-related loan uses, it
is likely that clients would not report using loan funds for non-business purposes because
they know it is against the rules.  Thus the data gathered may under report non-business loan
use.
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V.  IMPACT RESULTS

Interviewees were asked a variety of questions about the state of their households and
businesses in order to gauge the impact of MC/SEA loans on the household wellbeing and
business status.  In particular, survey respondents were asked to report on activities in the
previous 12 months and to estimate positive and negative changes in specific aspects of their
households and businesses over the same time period.  The data gathered was then analyzed,
comparing clients to non-clients and older clients to newer clients, in order to obtain the
results presented below.

A.  HOUSEHOLD IMPACT

Household Income
All survey respondents were asked if their household incomes had increased, decreased, or
remained the same.20  No statistically significant differences were found when a T-test was
used to compare the means of the client and non-client groups.  However, the data results did
show that a lower percentage of clients than non-clients reported their household incomes
decreased and a slightly higher percentage of clients reported that their household incomes
increased or remained the same.  For both clients and non-clients, almost 50% claimed that
their incomes increased between October 1998 and October 1999.  When newer clients were
compared with older clients, an interesting result was found; a higher percent of older clients
than either non-clients or newer clients reported a stable income over the previous 12
months.

Comparison of Change in Household Income between Clients and
Non-Clients

Decreased Remained
the Same

Increased  No. of
Responses

Comparison Group 22 % 32 % 47 % 92
Client Group 18 % 34 % 48 % 118

Newer Clients 19 % 27 % 54 % 52
Older Clients 17 % 39 % 44 % 66

The explanation for these patterns can be found in the reasons interviewees gave for why
their household income increased or decreased.  Of respondents who reported that their
income decreased, 70% of newer clients, 60% of older clients, and 58% of non-clients said
the drop was due to business difficulties.  For those interviewees who answered that their
incomes increased, the majority reported the increase was due to either the creation of a new
business or the expansion of an existing business.  Newer clients, who used their loans either
to start a business or greatly expand their current one, may have experienced more volatile
income patterns than clients who are on their second or later loan and thus have greater
experience.

Household Expenses
Interviewees were also asked if a specific list of household expenses had increased,
decreased, or remained the same.  The expenses included were rent, utilities, education
                                                       
20  See Annex III for discussion of problems encountered with five-answer Lycard Scales.
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expenses, taxes, insurance, clothing costs, recreation, holiday expenses, food, and other
expenses.  When the responses were analyzed individually, no statistically significant
differences were found between clients and non-clients or between newer and older clients.
The questionnaire also asked how much money had been spent in the previous year on home
improvements.  This data was not analyzed because of the many international donor
programs in Bosnia offering housing reconstruction assistance.  It was impossible to tell
whether the amounts reported came from the household’s funds or from donor funds.

Household Savings
The change in household savings was examined.  Interviewees were first asked if they had
any family savings in cash, i.e. whether the household had savings for business or household
use stored as cash.  They were then asked to state the approximate amount of family savings
in cash and whether these savings had increased, decreased, or remained the same in the
previous 12 months.  On the question of amount of savings, the respondents were given the
following choices:

1. 0 – 500 KM
2. 501-1,000 KM
3. 1,001-3,000 KM
4. > 3,000 KM
5. Don’t know

When the data was input into SPSS an additional option of no savings in cash was added if
the respondent answered “no” to the first question on family savings.

More than 50% of all respondents reported that they had no family savings in cash.  This
result was somewhat surprising since most residents of Bosnia save in cash or assets at home
rather than in the banks.  It is possible that interview respondents did not understand the
question or that they underreported their savings.  The table below shows the percentage of
respondents who reported each level of savings divided by non-clients, newer clients, and
older clients:

Amount of Savings by Non-Clients, Newer Clients, and Older Clients
No

savings
0–500
KM

501–1000
KM

1001-3000
KM

> 3000
KM

Don’t
Know

No. of
Responses

Comparison
Group

62 % 9 % 11 % 9 % 6 % 3 % 90

Newer Client
Group

75 % 4 % 6 % 8 % 8 % 0 % 52

Older Client
Group

56 % 5 % 11 % 20 % 5 % 5 % 65

When interviewees were asked the approximate amount of their family savings in cash, there
was no statistically significant difference between clients and non-clients.  The response was
also similar when clients and non-clients were asked if their savings had changed in the
previous 12 months.  However, when the change in savings variable was further
disaggregated into non-clients, newer clients, and older clients and a Chi-square test was
carried out, a statistically significant result was found (p = .01273).  The newer client groups
reported very stable savings patterns, with over 75% of newer clients reporting no change in
savings.  But a higher percentage of older clients (21.9%) than either other group reported
their family savings increased in the previous 12 months.  Thus, over time a positive
correlation can be found between loan use and a reported increase in household savings.  The
details of the results can be seen in the table below:
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Change in Family Savings During the Previous 12 Months
Decreased Remained

the Same
Increased No. of

Responses
Comparison Group 30 % 54 % 16 % 89
Newer Client Group 15 % 79 % 6 % 52
Older Client Group 28 % 50 % 22 % 64

Composite Household Index
MC/SEA created a composite index of selected household impact variables in order to test
the overall effect of the microcredit program on clients’ household wellbeing.  The variables
included were increase in household income, increase in household savings, increase in
household expenses (rent, utilities, school costs, taxes, insurance, clothing, recreation,
holidays, and food), number of small assets bought in the last year, and number of big assets
bought in the last year.  The first two variables were weighted to indicate their considered
importance in the wellbeing of the household.  The equation used is the following:21

Household wellbeing impact = 2 * Increase in household income + 2 * increase in household
savings + increase in household expenses (rent, utilities, school, taxes, insurance, clothing,
recreation, holidays, food) + small assets bought in last year + big assets bought in last year

The variable increase in household expenses was included in the equation based on the
assumption that an increase in household expenses indicates there is more money in the
household to spend.  Number of small assets bought in the last year and number of big assets
bought in the last year were included for a similar reason; an increase in purchases can
indicate an increase in disposable funds.

Analyzing the data using a T-test, no statistical significance was found when the means of the
client group and the comparison group were analyzed.  Clients were shown to have had a
slightly greater increase in household wellbeing but the standard deviation was large.
Interestingly, when the data was further disaggregated into newer and older client groups, it
was shown that the newer client group had a lower overall household improvement than the
comparison group but that the older clients showed a greater increase.  Although these
differences were not statistically significant, it is possible that clients’ household wellbeing
does improve with the loan but that this impact takes place over a longer period of time than
the current survey could test.  The microcredit program was between one and 2 ½ years old,
depending on the geographic region surveyed, when the survey was carried out.  The most
number of loans any client who participated in the survey had taken was four and most had
taken one or two loans.  Another impact survey needs to be conducted at a later date in order
to test the theory that the loan program does have an impact on household wellbeing but that
it takes longer than the current project period to see a significant impact.

Comparison of Overall Impact on Household Wellbeing
Mean Standard

Deviation
No. of

Responses
P-Value

Comparison Group 5.6250 3.810 92
Client Group 5.7824 3.374 118 P = .752

Newer Client Group 5.5579 3.291 52
Older Client Group 5.9592 3.453 66

P = .524

                                                       
21  Details of the composite index formulation and the statistical tests run can be found in the Annex IV.
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B.  BUSINESS IMPACT

Business Sales
The first business data analyzed was change in business sales over the previous 12-month
period.  Interviewees were asked whether their business sales increased, decreased, or
remained the same compared with the same month in the previous year.  This variable is
considered important because the interviewers felt the data gathered was more accurate than
the answers to questions on business profit.  Because sales are easier to measure for most
target clients than profit, the survey respondents were better able to answer this question.  In
addition, the sales question does not carry as many implications for taxes and future loans so
clients may have been more willing to provide accurate answers.

The results of a Chi-square test showed no statistical significance and very similar results
when clients were compared with non-clients (p=.78163).  45% of non-clients and 43% of
clients reported that their business sales increased in the previous 12-month period.

Change in Business Sales from October 1998 to October 1999
Decreased Remained

the Same
Increased No. of

Responses
Comparison Group 23 % 32 % 46 % 66
Client Group 20 % 37 % 43 % 106

Newer Clients 19 % 40 % 40 % 47
Older Clients 20 % 34 % 46 % 59

If the data is further disaggregated by older and newer clients, the results are still similar
(p=.91001).  However, only 40% of newer clients reported an increase in business sales while
older clients returned to the comparison group’s level of increase: 46% of older clients
reported an increase in business sales.

The data on change in sales was cross checked with individuals starting a new business to see
if this is the reason for the increase in sales.  It was found that there is no correlation between
starting a new business and reporting an increase in sales.  In fact, one client who took a new
loan less than 12 months before to start a new business reported his sales were lower than 12
months previously.  This answer indicates either confusion on the part of the interviewee or a
more complicated situation than the questionnaire is capable of distinguishing.  In addition, 9
of the 27 clients who used their loan to start a new business already had another business and
kept operating it along with the new one.

Business Profits
Interviewees were also asked if their business profits had increased, decreased, or remained
constant since the same month one year before.  As with the change-in-sales data, the client
and comparison group reported very similar results.  A slightly lower percentage of clients
than non-clients reported a decrease in profits, a slightly higher percentage of clients reported
an increase in business profits, and for both groups more than 50% of respondents reported an
increase in business profits.  The results of the Chi-square test on this data was not
statistically significant (p=.91933).

Change in Business Profits from October 1998 to October 1999
Decreased Remained

the Same
Increased No. of

Responses
Comparison Group 21 % 28 % 51 % 72
Client Group 19 % 27 % 54 % 116
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Interestingly, if the data is further disaggregated by old and new clients, the results show a
higher percentage of newer clients than older clients reported increased profits, although this
result still is not statistically significant (p=.98899).  More than 50% of respondents in both
groups still reported an increase in business profits in the previous 12 months, which is a
good sign both for the MC/SEA microcredit program and for the economy of the regions that
were studied.

Change in Business Profits from October 1998 to October 1999
Decreased Remained

the Same
Increased No. of

Responses
Comparison Group 21 % 28 % 51 % 115
Newer Client Group 19 % 25 % 56 % 52
Older Client Group 19 % 28 % 53 % 64

One of the possible explanations for the higher percentage of newer clients than older clients
reporting an increase in profits is that more clients in the newer group started new businesses
and therefore a higher percentage would report increased profits in the 12-month period.  Of
the 19 newer clients who reported starting new businesses, 11, or 58% reported an increase in
profits; only two, or 11%, reported a decrease in profits.  However, 14 older clients also
started new businesses with their current loan and 8 of the 14, or 57%, reported an increase in
profits.  Thus starting a new business in not a good explanation of the profit difference.

Another possible reason for this discrepancy is that older clients feel more secure in their
businesses and in their ability to repay a loan and thus spend more money on their household
needs than on their business. This theory corresponds with the improvement in household
wellbeing among older clients.  One theory suggested by MC/SEA’s credit officers is that
longer-term clients have a better understanding of how the microcredit program calculates
profit and therefore their estimates are more accurate.  But it is also possible that older clients
are having more problems with their businesses than newer clients are.  Since it is impossible
to tell from the impact survey exactly what the reason is for the decline in profit trends, the
data on change in profit should serve as a possible warning sign to MC/SEA.  The
microcredit program should monitor the older clients more closely to check if their
businesses are not doing as well over the long term.

Number of Employees
The change in number of employees was assessed by asking each interviewee how many
persons, other than the individual and possibly the co-owner, worked in the business during
the previous calendar month (September, 1999).  Interviewees were then asked how many
persons were employed in the same month, one year before (September, 1998).  Employees
were divided into the following categories:

1. Workers paid full-time,
2. Workers paid part-time,
3. Piece rate workers,
4. Unpaid relatives/friends.

The data was then analyzed to obtain any increase or decrease in number of employees in
each business.  The results showed that a slightly greater proportion of clients than non-
clients had an increase in total number of employees but this difference was not statistically
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significant.  A higher percentage of clients in the 6-12 month group than in the more-than-12-
month group showed an increase in employees, but again the results were not statistically
significant.  A higher percentage of older clients than non-clients still reported an increase in
total employees.  This result follows the pattern of the change in business profit.  But it may
just mean that older clients are becoming more efficient at managing their businesses.  The
fact that 17% of older clients report increasing their total number of employees is a good sign
as it suggests that those businesses are still growing.

Percentage of Interviewees Reporting an Increase or
Decrease in Total Employees

Increase in
Employees

Decrease in
Employees

No. of
Responses

Comparison Group 16 % 7 % 71
Total Client Group 20 % 5 % 114

Newer Client Group 24 % 2 % 50
Older Client Group 17 % 8 % 64

A lower percentage of clients than non-clients reported decreasing the number of total
employees in the previous year.  Although these results were not statistically significant, a
positive trend could be seen between clients and non-clients.  However, when the data was
disaggregated by newer and older clients, a slightly higher percentage of older clients than
non-clients reported a decrease in employees.  The fact that for all respondents a higher
percentage reported increasing employees than decreasing employees was a good sign both
for their businesses and for employment in the areas in which MC/SEA conducted the survey.

Business Developments
Interviewees were asked if they had made any of the following changes to their business over
the previous 12 months in order to increase income and productivity:

• Expand/renovate physical premises;
• Add new products;
• Hire more workers;
• Improve quality or desirability of product/add value;
• Reduce costs by buying inputs in greater volume or at wholesale prices;
• Reduce costs with cheaper source of loan;
• Develop a new business;
• Sell in new markets/locations;
• Other (specify).

Survey respondents were asked to check all that applied.  The answers were then summed
and a Business Development Index was created that measured the total number of business
changes made.  Using an Independent Samples T-test, the mean number of business changes
made was compared for the client and comparison group.  No statistically significant
difference was found between the two groups, even when the variable was transformed to
account for its non-normal distribution.  The mean number of business changes made by
clients was 3.226, slightly higher than the mean number of changes made by non-clients,
2.875.  When the older client group was compared to both the newer client group and the
comparison group using T-tests, the older clients reported making more business changes
than both other groups with a statistically significant difference at the .05 level (p= .033, p=
.031, respectively).  Newer clients do not display a statistically significant difference from
non-clients.  Thus it would appear that clients on their second or later loan are making more
business improvements than either first-time clients or non-clients.
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Mean Business Developments Made in
Previous 12 Months

Mean Standard
Deviation

No. of
Responses

Non-Clients 2.8750 1.891 72
All Clients 3.2261 2.005 115

Newer Clients 2.7885 1.906 52
Older Clients 3.5873 1.906 63

Next, a Chi-square analysis was carried out on the difference in the number of business
changes when the data was broken down by business sector.  A statistically significant
difference was found (at the .05 level, p=.00086), leading to the possible conclusion that the
number of business developments carried out has more to do with the type of business than
whether the business person is an MC/SEA client or not.  This would not be surprising given
the fact that several of the business developments listed do not particularly apply to
agriculture, animal husbandry, or the service sector.

The mean numbers of business developments for each business sector are shown in the table
below. As can be seen, the production sector has the highest mean number of business
changes at 4.6111 while agriculture has the lowest at 1.7778.

Mean Number of Business Developments in Previous
12 Months for Each Sector of Business

Mean Standard
Deviation

No. of
Responses

Trade 3.4615 1.787 52
Production 4.6111 2.227 18
Services 3.1803 1.784 61
Animal Husbandry 2.000 1.710 40
Agriculture 1.7779 1.922 9
Mixed 3.5714 1.902 7

Assuming that the sector of business has more impact than the loan on how many business
changes the survey participants made, clients and non-clients were again compared using a
Chi-square test, this time isolating each business sector.  The results are shown in the table
below.  When the analysis was carried out by sector, different results were found, depending
on the type of business.  In the service sector, a statistically significant result was found.
Clients with service-type business activities made significantly more improvements to their
business, at a mean of 3.7667, than non-clients, at a mean of 2.6129 (p=.010).  The trade
sector showed clients had made slightly more changes than non-clients, but the difference
was not statistically significant.

The production, animal husbandry, and agriculture sectors showed clients made fewer
business changes than non-clients, although again the difference was not statistically
significant.  For clients in the production sector, the standard deviation of respondents was
large, at 2.392 for a mean of 4.0833, showing a large variation in number of business changes
made.  Production was the only sector in which any interviewees (one client and one non-
client) reported making eight changes to his/her business.
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Comparison of Business Developments Made by Business Sector
Comparison

Group
Client
Group

Statistical
Significance

Newer
Client
Group

Older
Client
Group

Statistical
Significance

Trade Mean =
Standard Deviation =

3.0625
1.879

3.6389
1.743

No
(p=.288)

3.6000
1.933

3.6667
1.592

No
(p=.912)

Production Mean =
Standard Deviation =

5.6667
1.506

4.0833
2.392

No
(p=.161)

5.0000
2.582

3.6250
2.326

No
(p=.373)

Services Mean =
Standard Deviation =

2.6129
1.606

3.7667
1.794

Yes at .05
  (P = .010)

2.5455
1.635

4.4637
1.504

Yes
(p=.003)

Animal
Husbandry

Mean =
Standard Deviation =

2.0625
1.611

1.9583
1.805

No
(p=.853)

1.8125
1.683

2.2500
2.121

No
(p=.587)

Agriculture Mean =
Standard Deviation =

3.333
2.517

1.000
1.095

No
(p=.083)

.6667
.577

1.3333
1.528

No
(p=.519)

Mixed Mean =
Standard Deviation =

No cases 3.6667
2.066

No analysis 4.0000
1.732

3.2500
2.217

No
(p=.650)

Newer and older clients were then compared, again isolating each business sector.  Statistical
significance was found in only one sector, the service sector, and there was no consistent
increase in number of business developments from newer to older clients.  Older clients made
more changes in the trade, services, animal husbandry, and agriculture sectors but fewer
changes in the production and mixed sectors.

When the mean number of business changes by business sector was compared from older
client to non-client and from newer client to non-client, only one statistically significant
difference was found.  In the service sector, the mean number of business developments made
by older clients was significantly higher than the mean number of developments made by
non-clients at the .05 level (p=.000).  But the lack of statistical significance on these tests by
business sector does not definitively mean there is no impact of the loan program on business
developments.  The problem with obtaining statistically significant results may come from
the sample size.  As shown in the table below, there may not have been enough cases in each
grouping to obtain a statistically significant result for all tests.  A future impact survey with a
larger sample size would be needed to definitively assess whether the loans impact changes
made to business practices.

Number of Responses for Each Grouping
Comparison

Group
Newer
Clients

Older
Clients

Trade 16 15 21
Production 6 4 8
Services 31 11 19
Animal Husbandry 16 16 8
Agriculture 3 3 3
Mixed 0 3 4

Business Assets
Interviewees were also asked if they acquired or invested in the following business assets in
the previous 12 months:

1. Purchase of small tools/accessories;
2. Purchase of major tools, equipment, and machines;
3. Purchase of personal means of transportation/vehicles;
4. Investment in storage facilities, stock room, barns;
5. Small-scale investments in the business space, such as chairs, desks, shed;
6. Investments in structures for the market site (kiosks, shops);
7. Other (specify).
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As with the Business Development composite, the responses to this question were added up
and an index of total assets acquired was created.  This composite also clearly depends on the
business sector since some of the assets do not apply to all sectors of activity.  Therefore, the
comparison of means between clients and non-clients was carried out, isolating each business
sector.  The results are as follows:

Comparison of Assets Acquired by Business Sector
Comparison

Group
Client
Group

Statistical
Significance

No. of
Responses

Trade Mean =
Standard Deviation =

1.1875
1.223

1.4054
1.212

No 52

Production Mean =
Standard Deviation =

2.6667
1.211

2.1667
1.276

No 18

Services Mean =
Standard Deviation =

1.9667
1.326

2.1000
1.242

No 60

Animal
Husbandry

Mean =
Standard Deviation =

1.125
1.088

.9167
1.060

No 40

Agriculture Mean =
Standard Deviation =

2.0000
.000

.8333
1.169

No 9

Mixed Mean =
Standard Deviation =

No cases 1.0000
1.095

No analysis 7

No statistical significance was found when clients and non-clients were compared using an
Independent-Samples T-test.  Clients had a slightly higher mean in two sectors, trade and
services, while non-clients had a slightly higher mean in three sectors, production, animal
husbandry, and agriculture.  When data was further disaggregated by new and old client, the
results were still mixed.  As in the case of the business developments index, there was a
problem with insufficient cases in each category.

Composite Business Index
Finally, a composite index was created analyzing the overall business impact of the loan.
Variables included in the index were total increase in workers hired, increase in business
sales, increase in business profits, total number of business developments made, and total
assets acquired.  The two indices created for business developments and total assets acquired
were used in this equation.  To offset the larger numbers possible in these last two variables,
and to indicate the importance of the other variables, weights were attached to the first three
variables.   Increase in business sales and increase in business profit were weighted slightly
higher than increase in total workers hired because the first two variables are seen as being
more important, and less ambiguous, indicators of business improvement.  The equation used
is the following:22

Total business impact = 4 * Increase in total workers hired + 5 * increase in business sales +
5 * increase in business profits + total number of business changes made + total assets
acquired

Tests on this composite index were carried out using both a non-parametric test and a T-test.
Both tests produced similar, positive results.  Using a non-parametric Mann-Whitney test, a
statistically significant difference was found between clients and non-clients at the .05 level
(p = .0063).  The client group had a higher mean rank, at 115.58, than the comparison group,
at 92.57.  Thus the data indicated that the loan has a positive impact on the overall status of
the client’s business.  When the older group of clients was compared with the newer client
                                                       
22 See Annex IV for more information on the calculation of the Composite Business Index.
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group using the same test, the older clients had a slightly higher mean rank (60.94) than the
newer clients (57.67) but there was no statistical significance in this result (p=.6061).

Comparison of Overall Impact on the Business
T-Test Non-

Parametric
Mean Standard

Deviation
Mean

No. of
Responses

Comparison Group 7.9783 7.393 92.57 92
Client Group 10.4407 7.098 115.58 118

Newer Client Group 10.0962 7.228 57.67 52
Older Client Group 10.7121 7.038 60.94 66

Since the questionnaire never asked directly if the respondent had a business at the time of
the interview, all survey respondents were included in the analysis of overall business
impact, even if the interviewee appeared not to operate a business.  In response to the
question on how many business activities the survey respondent participated in, 5
interviewees reported 0 activities and 5 interviewees did not answer the questions but there
was no definitive way of telling if these individuals had a business or not.  In addition, clients
are required to participate in a business activity to obtain an MC/SEA loan.  Therefore,
clients who did not participate in a business at the time of the survey could be considered to
have experienced negative impact from the loan program or to have violated program rules.
For these reasons, all survey respondents were included in the analysis.
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VI.  CONCLUSIONS AND RECOMMENDATIONS

Three hypotheses were selected by MC/SEA at the beginning of the impact survey process.
They are:

1. The program is meeting its target group.
2. The program increases household economic wellbeing (as measured by increase in

fixed assets, expenditures and savings).
3. The program improves the assisted businesses (demonstrated through increases in

income and fixed assets).

Target Clientele
The first hypothesis was relatively easy to test through an examination of the client
descriptor data collected.  As mentioned above in the Institutional Description, MC/SEA
requires its incoming clients to meet caps on business assets, gross monthly income per
family member, and total number of employees working full time in the business.

The impact survey questionnaire did not ask for the total value of fixed assets in a
respondent’s business so that target variable could not be analyzed.  However, household
income and size data were collected, allowing for a calculation of per-capita income.

The mean gross monthly income per household member for all clients who participated in
the survey was KM 253.37, well within the program criteria maximum of KM 350.00 per
family member.  Seventy-eight percent of all clients surveyed had per-capita incomes at or
below KM 350.  The mean income level per number of family dependents was even lower, at
KM 224.37, indicating that some clients support family members outside of the household.
84% of all clients surveyed fit below the cap for income per dependent.  The data reported
above includes both new clients and repeat clients, even though the income cap applies only
to first-time clients.

When the data was disaggregated by newer and older clients, the following results were
found:

Per Capita Income for Clients
Income Level per

Household Member
Income Level
per Dependent

Newer Client Group KM 235.54 KM 208.01
Older Client Group KM 267.37 KM 237.20

Even among older clients, who usually have taken more than one loan, the income levels are
below the cap for first-time borrowers.  But the older clients’ mean is slightly higher than
newer clients mean per-capita income, possibly indicating a positive trend in income levels
although a conclusion cannot be drawn from the data gathered.  Since one of the goals of the
microcredit program is to reach economically poor clients, the fact that the average income
level is below the maximum shows the program is not only targeting the correct level of
clientele but also reaching even poorer clients.

Despite the positive conclusion on income levels, a few client interviewees reported per
family member income levels above the maximum.  This suggests that credit officers do not



Mercy Corps International April, 2000

30

enforce the income cap universally.  One client reported a per-capita income level of KM
1,000, even though he has taken only one loan from MC/SEA.

The mean number of total employees for all clients; including full- and part-time employees,
piece-rate workers, and unpaid relatives and friends; was 1.7281.  This number did not
include the client, and possibly a partner.  When only full-time employees were included, the
mean number of employees was .6140.  However the employee cap is interpreted, the clients
interviewed fit well within the target of less than three full-time employees (not including the
client).

Fifteen percent of clients reported that someone in their household used a credit or loan from
another source during the previous 12 months.  Of these borrowers, 44% took a loan from a
bank and 39% borrowed from another NGO.  While the percentage of clients who received
another loan is not large, MC/SEA’s rules state that no member of the client’s household
may have another loan.  This statistic indicates the need for more monitoring on the part of
the program’s credit officers.

One other focus for the microcredit program has been to increase its percentage of female
clientele.  Women make up 48% of newer clients, more than double the percentage of female
clients in the older client group (22%).  Thus the survey suggests MC/SEA is meeting this
target as well.  Overall, the impact survey results indicate that the microcredit program is
serving its target clientele.

Household Impact
The second hypothesis deals with the loan program’s impact on household wellbeing.  As
indicated above both by individual household indicators such as change in household income
and by the composite household impact index, statistical tests did not reveal that the MC/SEA
microcredit program has an impact on the household wellbeing of its clients at this time.
However, positive trends were seen in several variables, particularly when data was
disaggregated into non-client, newer client, and older client groups.  When the change in
household savings was analyzed, the result showed a statistically significant increase in the
level of household savings among clients who have been in the microcredit program for more
than 12 months.

The lack of household impact results is not surprising.  MC/SEA’s clients live primarily in
heavily destroyed areas where the economy is moribund.  Most clients have suffered in some
way as a result of the war and many live in partially destroyed houses in villages with poor
infrastructure.  Thus the external effects may have a greater influence on the household
wellbeing of clients than the loan program.  In addition, in the areas where MC/SEA works
there are a wide variety of aid programs, which rebuild homes, provide humanitarian aid, and
create short-term jobs.  Both clients and non-clients have the same level of access to these
programs so household improvements may be similar between the two groups.

Another possible reason for the lack of impact deals with technical issues in the survey.  The
sample size may have been too small to produce significant impact, particularly in the more
specific sub-groups.  Alternatively, the fact that 23% of the non-client sample took loans
from another source may have affected the comparison group data.

Despite the lack of a significant impact, the fact that older clients do show positive trends in
terms of household savings, income, and the composite household index indicates that the
microcredit program may have a significant impact on household wellbeing, but that this
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impact takes longer than 12 months to reveal itself.  Clients have only been borrowing from
MC/SEA for 2 ½ years at most.  A future impact survey should re-test the hypothesis of
impact on household wellbeing.

Business Impact
The microcredit program’s impact on the clients’ businesses appears to be more significant
than the household impact.  This is seen most clearly in the composite business index, which
shows the statistically significant impact of the loan program on a combination of business
variables.  In addition, the individual variables for change in profits, change in employees,
and business developments made showed a positive trend for clients.

When the interviewees who have been clients of MC/SEA for more than 12 months were
analyzed individually, the impact of the loan program on their businesses was more
pronounced.  They made a significantly larger number of changes to their businesses and a
higher percentage of them reported an increase in sales than newer clients and non-clients.
The fact that a smaller proportion of older clients than newer clients reported an increase in
profits may seem contradictory to the other data.  One possible explanation for this
discrepancy is that older clients feel more secure in their businesses and in their ability to
repay a loan and thus spend more money on their household needs than on their business.
This theory corresponds with the improvement in household wellbeing among older clients.
Another theory suggested by MC/SEA’s credit officers is that longer-term clients have a
better understanding of how the program calculates profit and therefore their estimates are
more accurate.  However, the impact survey did not ask any direct questions on this issue and
thus the theories are simply speculation.  A future impact survey should probe more deeply
the methods used to calculate profit and the level of distinction between household and
business costs.

Despite the positive trends, the fact that the data is not uniformly positive for older clients
indicates MC/SEA should not ignore the possibility that older clients are having more
difficulty maintaining profitable businesses.  The program should monitor its older clients
more carefully to check whether the businesses are in trouble.

Recommendations
The impact survey brought out a number of recommendations, both for the program and for
other implementers planning impact surveys.  The most important recommendations are
mentioned below.

The impact survey revealed several issues that MC/SEA should investigate more thoroughly.
First there is a problem with some clients not abiding by the program’s rules, particularly
with regard to use of the loan and to taking a loan from another source concurrently with
MC/SEA’s loan.  It is impossible to tell from the impact survey if this situation is isolated to
a few cases or if there is a more widespread problem.  A second issue is that a few clients
surveyed do not fit in MC/SEA’s guidelines for target population.  Finally, there is the
unclear status of older client’s businesses.

All three issues require more investigation as to whether there is a problem and how
widespread it is before any conclusions can be reached.  If widespread problems are found,
monitoring of clients and credit officers should be increased.  If there is a problem with
credit officer comprehension, training programs for credit officers should be held to ensure
that they fully understand and accept all program guidelines.
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One of the goals of the impact survey was to test the tools and process used in order to
improve future surveys.  While Annex III provides details of problems encountered and
recommended changes, a few conclusions can be drawn here.  The difficulties in obtaining
statistically significant results from the impact survey highlight the challenges of carrying
out impact assessments of large programs with diverse populations.  The areas in which
MC/SEA lends are marked by great differences in standard of living, population density, and
level of destruction.  In addition, clients operate a vast array of businesses.  In these
circumstances, an impact survey with a larger sample size and a shorter questionnaire might
be more useful.  MC/SEA should test this theory in a future impact study.

An additional problem was the short period of time in which most clients had been
borrowing from the program, in some cases as little as six months.  This may not be enough
time to see an impact of the clients’ household wellbeing.  It would be interesting to compare
the results of a future impact study with the current one to see if household impact becomes
more significant over time.

Finally, a future impact study should include questions on community impact, especially
since one of MC/SEA’s aims is to help the communities in which it works rebuild and
transition to a market economy.  The addition of an assessment of community impact will
have to be considered in light of the increased cost of expanding the questionnaire and the
priorities of the survey.  Possibly a separate survey should be designed to assess only this
level of program impact.

Conclusion
One of the criticisms leveled against the microfinance field is that it puts vulnerable people
into debt and can actually reduce their wellbeing.  It is clear from the impact survey that
MC/SEA’s clients are not worse off than non-clients.  Almost universally there are positive
trends shown from non-clients to clients, even when a statistically significant difference
cannot be found.  While it may be too soon to declare that clients are better off overall when
they take a loan, the data points in that direction and another impact study should be
conducted in the future to see if the positive trends turn into significant impact.

The final question to be answered from the impact survey is:  Does the microcredit program
satisfy its goals?  If the main goals of the program are taken as assisting in income
generation, targeting economically active disadvantaged people, and contributing to the
regeneration of communities, the answer is clearly yes.  As shown above, MC/SEA is serving
its target clientele.  The results of the data analysis on change in total workers show a positive
trend in employment among program clients.  Since the impact survey did not ask questions
regarding the impact on the community, the program cannot claim to have a significant
impact on the community.  However, the fact that the program focuses on rural communities
in heavily destroyed areas implies that impact on an individual business will help to create a
sustainable community.  The positive indicators do not mean MC/SEA must not be vigilant in
insuring that its program continues to benefit its clients, particularly the longer-term ones, but
the microcredit program can safely say it is contributing to the wellbeing of its clients.
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ANNEX I

Survey Questionnaire
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Survey Identification number: [_______________]

Survey Reviewed by: ___________________ Data entered on computer by:                                       

Impact Survey–MFC/AIMS Project

BOSNIA QUESTIONNAIRE
Name of interviewer: _______________________ Date of interview: _____________

Community:  _______________________

[___] 1.  Client of 6-12 months [___] 2.  Client of more than 1 year [___] 3.  Non-client or in-training

Client information only:  (Complete from program records when possible or by asking client.)

Date of first credit: ___________ (day/mo./yr.) Date last credit issued: [__________]

N° of program credits respondent has taken: [___] Is borrower behind in repayments? (circle):  Y  N

Amount of 1st program credit: [______________]  Amount of current credit: [__________________]

INTRODUCTION: Good day.  My name is … and I work for MC/SEA Economic Development

Department.  Thank you for agreeing to participate in this survey.  This survey is conducted by [list

name of agency] and representatives of other micro-credit programs in Europe.  The purpose of the

survey is to better understand the market in which small entrepreneurs works as well as the influence of

micro-loans on your business activities.

We want to assure you that the information you give us will be completely confidential and will be used

exclusively for our statistical research to help us improve our services.  The information you give us will

not be associated with your business specifically and will not affect your cooperation with [name of

organization] and your ability to get loans in the future.

The survey asks several questions about your household and your business.  We are trying to understand

the changes that have taken place over the past year.  The survey will take about 30 to 40 minutes to

complete.

Is this ok?  May we continue?  Thank you.

Individual Level: Basic Information

1.  Have you ever taken a loan from MC/SEA?      
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      1. Yes (if yes, go to question 2)  0. No (if no, go to question 3)      

2.  If yes, how long ago did you first get a loan?
 (Check that information matches expected client status.)

      1.  6-12 months ago 2.  More than 1 year ago

3.  Gender of respondent 1. Male 2. Female     

4. What is your birth date (day/month/year)?     

 

5.  Currently, are you? (Read answers.  Enter only one.)
      1.  Married 3. Widowed
      2.  Separated/divorced 4. Single/never married

6.  What is the highest level of education you completed?
1. None 4.  Associate’s Degree
2.  Primary School 5.  BA
3.  Secondary School 6.  Higher than BA

Interviewer:  For the next question, please define each of the categories for the respondent before
giving him/her the categories to choose from:
• Returnee to pre-war permanent residence: a person who was forced to leave his/her place of residence

during the war and has since returned to his/her pre-war place of residence.
• Returnee to pre-war municipality: a person who was forced to leave his/her place of residence during

the war and has since returned to his/her pre-war municipality, but still does not live in the
house/apartment where he/she lived prior to the war.

• Domiciled resident:  a person who did not change his/her place of residence due to the war.
• Displaced Person:  a person who was forced to move because of the war and currently does not reside in

his/her pre-war residence.

7.  Are you a:
1. Returnee to pre-war residence
2. Returnee to pre-war municipality

4. Domiciled resident
5. Other

3.    Displaced person
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HOUSEHOLD: BACKROUND INFORMATION

8.  Who are the persons in your “household” —those that live and eat together and share income – and
what is their average contribution to the household (HH) income? [Interviewer, explore the last 2 items:
remittances and other contributions – excluding non-cash items]

Members of household Place check
Mark   4

Contribution to
monthly household

income
Self
Spouse
Child
Child
Child
Parent
Relative
Other (_______________)
Other (_______________)
Other (_______________)
Other (_______________)
Money sent by mail
(Remittances)
Other Contribution
TOTAL

9.  In which sector does the primary income contributor to the household income work?

1.  State sector
2.  Registered private family business
3.  Other registered private business

4.  Informal sector (non-registered business)
5.  Other

10. How many people are dependent on joint household contributions (both living within
         the household and those outside of the household)?

HOUSEHOLD: PROPERTY (BASIC ASSETS)

11.  Now I have some questions about items that your household might own. I will read a list of items and I
would like you to indicate if you or anyone in your household owns any of these items:
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Item a. Do any of your
household
members own
this item? (Read
and check box if
“yes.”)

b. Estimated
current
value?

c. Was this item (or
more of this item)
acquired during the
past year?  (Mark
with an “X.”)

d. (For clients) Did
you buy this item (or
more of this item) after
you started borrowing
from MC/SEA?

1.Yes 0. No 1. Yes 0. No

TV
Stove
Washing machine
Refrigerator
HiFi Stereo
Video player
Dishwasher
Other Valuables
ASSETS NOT USED FOR BUSINESS
Vehicle /motorcycle
House/apartment
Land
Livestock
TOTAL

FINANCIAL SITUATION OF THE HOUSEHOLD

12.  I would like to ask you to make an estimate of how much your household spent on repairs,
improvements or additions to your housing space over the last year?  ____________ DEM

13.  Have your expenses increased, remained the same, or decreased in the following categories during this
calendar year (1999) compared to the last year (1998)?

Increased Remained the Same Decreased

Rent
Education
Taxes (not on inc.)
Insurance
Clothing
Entertainment
Vacation
Food
Other (_________)
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14.  Did you spend any of your household income on your business? 

1.  Yes 2. No 99. N/A

15.  Over the last 12 months, has your household income...?  (Read answers and
enter response.)

----------1----------- --------2 -------------------3- ------ ------------4 --------------------5 ---------------------99
Significantly
Decreased

Decreased Remained the
Same

Increased Significantly
Increased

Don’t Know

(go to #16 ) (go to #16  ) (go to #18 ) (go to #17 ) (go to #17) (go to #18)

16.  (If decreased) Why has your income decreased? 
 (Do not read. Multiple answers possible.)

1.  I or household member have been sick
2.  Problems with my business
3.  Someone in the HH lost a job

4.  Family emergency
5. Other (specify) _____________
99.  Don’t know

17.  (If increased) Why has your income increased?
(Do not read.  Multiple answers possible.)

1.  Expanded existing business
2.  Started new business
3.  Someone got a job

4.  Received money from remittances
5.  Received ZPP-issued certificates
6.  Other (specify)________________
99. Don’t know

18.  Do you currently have any family savings in cash?
1. Yes 0. No 99. Don’t know

19.  Approximately how much HH cash savings do you have?  (Read Choices)

1.  0-500 DM 2.  501-1,000 DM 3.  1,001-3,000 DM

        4.  >3,001 DM       99. Don’t know

20.  During the past 12 months, has your family’s cash savings?
(Read answers and enter response.)

----------1----------- --------2 -------------------3- ------ ------------4 --------------------5 ---------------------99
Significantly
Decreased

Decreased Remained the
Same

Increased Significantly
Increased

Don’t Know
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USE OF LOAN

21.  (Clients only)  How did you use the last loan you took from the MC/SEA program?
 (Do not read. Multiple answers possible.)
(a) Started a new business
(b) Bought more stock, materials or supplies
(c) Paid other business operating expenses
(d) Bought equipment, machines or tools
(e) Improved business site
(f) Added business space
(g) Hired more workers
(h) Savings
(i) Paid debts related to the business
(j) Other _________________
(k) Other _________________

22.  (Clients Only) Did you use any portion of your last loan to…?  (Read each statement. Fill-in
appropriate box)

k) Buy food for your family  1. Yes   2. No 99. Don’t know

l) Buy clothes or other household items  1. Yes  2. No  99. Don’t know

m) Give or loan money to your spouse or  1. Yes  2. No   99. Don’t know
 someone else
 
n) Keep money on hand in case of an emergency  1. Yes   2.  No   99. Don’t know

or to repay the loan

o) Pay for education for your children 1.  Yes 2.  No 99. Don’t know

p) Pay for household improvements 1.  Yes 2.  No 99.  Don’t know

q) Pay for household debts 1.  Yes 2.  No 99.  Don’t know

23.  Rank top three uses of the loan, in order (Use codes from quest. 21 and 22)

Largest amount was spent for __________
Second largest amount was spent for __________
Third largest amount was spent for __________

(Clients and non-clients)
24.  Has anyone in your household taken a loan in the past year from any other source?

1.  Yes (if yes, go to #25 and 26) 2.  No (if no, go to #27)

25.  If someone in your household has taken a loan in the past year, what was the source of this loan?

1.  NGO 3.  Family/friend
2.  Bank 4.  Suppliers
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5.  Other (_________)

26.  If yes, what was:
The amount of your loan ……………………_______ DEM.
The term of your loan……………………….________months or open term_____

27.  If you have not applied for a loan from any other source, please give the reasons (Do not read.
Multiple answers possible.)

1. Procedure too complicated
2. Loan too expensive
3. Inadequate loan term

 4. Loan size not big enough
5. Need a grace period
6. Do not need a loan

   7.   Did not have guarantee or collateral
8. Other (specify)____________________________________

28.  If you applied for a loan from some other source, but were rejected, please give the reason (Do not
read.  Multiple answers possible.)

1. Collateral not adequate
2. Business plan not adequate
3.   Have loan from another source
4.   Not the right client profile
5. Other____________________________________
6. Other____________________________________

BUSINESS LEVEL: INCOME, EMPLOYEES, PROPERTY AND PROFIT

Introduction: These questions relate to your or your family members’ current or future business
activities.

29.  How many businesses activities do you engage in (e.g. trade, animal husbandry, …)?

30.  (Clients Only) For the business for which you took a loan …
      (Non-Clients) For your primary business activity …
       … Is this business…?  (Read choices and enter only one.)

1. Primarily your own or your family’s
2. A business partnership with others
3. Owned by someone else, but you are employed in it
4. Don’t have a business yet

31.  In which sector is this activity? (Read possible answers.)
1.  Trade
2.   Production
3.   Services

4. Animal Husbandry
5. Agriculture
6. Mixed (define_______________)
7. Not applicable
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IF THE ANSWER ON QUESTION NO. 30 WAS “I HAVEN’T STARTED A BUSINESS YET,”
GO TO QUESTIONS NO. 51.

32.  On average, how much time did you work in your business in the last calendar month (Sept. ‘99)?
        (Read possible answers)

1.  Full time or more (at least 8 hours per day)
2.  Less than 8 hours per day
3.  Less than 8 hours a week
4.  Not applicable

33.  For the same month one year ago (Sept ’98), was the level of your own involvement in this business:
        (Read possible answers)

1.   More than now
2.   Less than now
3.   About the same

        4.  Not applicable
 
34.  How many people, excluding yourself and possibly your partner, worked in this business during the
last calendar month (Sept, ’99)?

(a) Full-time paid
workers

(b) Part-time paid
workers

(c) Casual / Piece
rate workers

(d) Unpaid family/
friends

(e) Total

(f) Not applicable

35.  This month last year (Sept ’98), how many people were working in this business?

(a) Full-time paid
workers

(b) Part-time paid
workers

(c) Casual / Piece
rate workers

(d) Unpaid family/
friends

(e) Total

(f) Not applicable

36.  If there is a difference in the total number of employees, please give reasons why?  (Do not read.
Multiple answers possible.)

(a) If there was an increase – mark all that apply (b) If there was a decrease – mark all that apply

1.  Expanded business
2.  Owner working less
3.  Needed new skills / specialists
4.  Other (specify) ____________
5. Other (specify) _____________
6.  Other (specify) ____________

1.  Bought more efficient equipment, machines,
tools

2.  Changed type of services or items produced
3.  Decrease in sales income/lower demand
4.  Increase in number of full-time paid workers

and decrease in number of employees in other
categories

5.  Decrease in unpaid family/friends working in
business
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6.  Other (specify) _____________

BUSINESS LEVEL: DEVELOPMENT (PROGRESS) AND PROPERTY ASSETS
37.
During the past 12 months, did you make any of the following changes so
that your business could earn more income or be more productive? (Read
list of possible changes.  Mark the responses with an X)

1. Yes 0. No 99. Don’t
Know

a. Expanded/renovated physical premises
b. Added new products
c. Hired more workers 
d. Improved quality or desirability of product/add value
e. Reduced costs by buying inputs in greater volume or at wholesale prices
f. Reduced costs with cheaper source of loan
g. Developed a new business
h. Sold in new markets/locations
i.  Other (specify:_____________________) 

38.
During the past 12 months, did you purchase or invest in any of the

following assets for your business?  (Read list of possible changes.
Mark the appropriate box with an X.)

1. Yes 0. No
99.

don’t
know

a. Purchased small tools/accessories
b. Purchased major tools like stoves, equipment, machinery
c. Purchased own means of transportation like a vehicle
d. Invested in a storage structure like a granary, stock room
e.  Made a minor investment in your marketing site like a chair, table, shed
f.  Invested in structures for your marketing site (kiosk, shop)
g. Other (specify:______________________)

39.  In comparison with the same month last year (Sept ’98) were your costs last month:   (Read answers
and enter only one.)

1.  Much lower
2.  Lower
3.  About the same

4.  Higher
5.  Much higher
6.  Not applicable
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40.  In comparison with the same month last year (Sept ’98) were your sales last month: (Read answers
and enter only one.)

1.  Much lower
2.  Lower
3.  About the same

4.   Higher
5.   Much higher
6. Not applicable

41.  In comparison with the same month last year (Sept ’98) were your profits last month: (Read answers
and enter only one.)

1.  Much lower (go to #45-47)
2.  Lower (go to #45-47)
3.  About the same (go to #48)

4.  Higher (go to #42-44)
5.  Much higher (go to #42-44)
6.  Not applicable (go to #48)

42.  (If profits were higher) Please estimate the percentage by which your profit last month (Sept ’99) was
higher than for the same month 12 months ago (Sept ’98)?________%

43.  Why was your profit higher last month (Sept ’99) than for the same month last year (Sept ’98)? (Do
not read answers. List all that apply.)
1.  Larger customer base or increased demand
2.  Moved to better market location
3.  Added new products or services
4.  Able to buy inputs at cheaper price
5.  Lower rent or other operating costs
6.  Have better equipment, machines or tools
7.  Improved management
8.  Other, specify ____________
9.  Other, specify ____________

44.  What were the two most important reasons profit was higher last month (Sept ’99)? (Use codes from
above question.)
(a) __________
(b) __________

45.  (If profits were lower) Please estimate the percentage by which your profit last month (Sept ’99) was
lower in comparison to the same month 12 months ago (Sept ’98) ________%

46.  Why was your profit last month (Sept ’99) lower than for the same month last year (Sept ’98).  (Do
not read answers. List all that apply.)
1. Low demand or increased competition
2. Increased cost of materials
3. Unable to get input/ supplies/materials
4. Robbery or theft
5. Temporary closure of business (e.g. due to illness, breakdowns, etc)
6. Bad debts (customers not paying)
7. Other, specify ____________
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47.  What were the two most important reasons profits were lower last month (Sept ’99)?  (Use codes from
above question.)
(a) __________
(b) __________

48.  During the past 12 months, was there ever a time when you did not have enough money to
conduct your business

1. Yes                  0. No                   98. Not applicable 99. Don’t know

49.  How long did this period last?    [_____] Number of weeks    98. N/A     99. Don’t know

50.
(a)  In managing your business activity,  (Read) (Mark the

appropriate answer
with an X.)

50b. (Clients only) Is
this a practice you have
adopted since you took
a loan?

1.
Yes

0. No 99.
DK

1. Yes 0. No

a. Do you use your business money for personal and
household expenses?

b. Do you calculate your profit based on records of
your costs and earnings?

c. Do you know which product(s) bring you the most
profit?

d. Do you pay yourself a wage for your work in your
business?

e.  Do you pay family members who work for you in
your business?

51. What are your plans for your businesses for the next 12 months? (Do not read answers.  List all that
apply.)

1.  Expand to new location
2.  Hire more employees
3.  Add new product lines
4.  Improve quality of products
5.  Close the business
6.  Invest more in the business (money,
     time, …)

7.  Decrease number of employees
8.  Decrease number of existing product
     lines
9.  Stay the same
10. Other (_____________________)
11. Other (_____________________)
99. Don’t know

52.  What are your biggest concerns for your business?  (Do not read answers.  List all that apply.)

1.  Increased competition
2.  High taxes
3.  Rising rent
4.  Lack of knowledge and skills
5.  Insufficient market for goods

6.  Legal or regulatory problems
7.  Clients have less money to spend
8.  Other (_____________________)
9.  Other (_____________________)
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53.  List the two biggest concerns? (Use codes from question #52)
(a) ___________
(b) ___________

54. Have you attended any business training in the past 12 months? 1.  Yes 2.  No

55. Are you currently interested in business training? 1.  Yes (go to #56)     2.  No(go to #57)

56.  If yes, what type of training are you interested in? (Do not read.  List all that apply.)

1.  Accounting
2.  Marketing
3.  Management

4.  Agriculture
5.  Other _____________
6.  Other _____________
____________

57.  If not, why not?  (Do not read. List all that apply.)

1.  Don’t need it
2.  Don’t have the time for it
3.  Don’t have money for it

4.  What I want is not offered
5.  Other _____________
6.  Other _____________
____________

***************************************************************************************
END FOR NON-CLIENTS
EXPRESS APPRECIATION FOR THEIR TIME
ANSWER ANY QUESTIONS OR CLARIFY ANY ISSUES THAT THE INTERVIEWEE MAY HAVE
REGARDING THIS SURVEY
***************************************************************************************
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Questions for Clients Only
58.  Did you face any difficulty repaying your loan to the program in the last loan cycle?

1.Yes (go to # 59) 0. No (go to #60 )

59.  (If yes,) what caused your repayment problems? (Don’t read answers.  Probe. Can be multiple
answers.)

1. Loan activity was not profitable
2. I or others in my family had been sick
3. I used some of the loan money for food or other items for the household
4. Sold on loan and did not get paid back in time
5.  Financial/legal problems 
6. Other (specify) __________________________________________________

99. Don’t Know

60.  Name three things you like most about MC/SEA’s program. (Don’t read answers).

1.  Lower interest rate than other informal sources of loan (informal lenders)
2.  Steady source of working capital
3.  Group solidarity and/or group dynamics
4.  Training or technical assistance
5.  Efficiency as compared to banks or other sources
6.   Easier guarantees than loan alternatives

        7.   Professionalism of credit officers or other program staff
8.   Other (specify:_________________________________)
98. No answer given.

  99. Don’t know.

61.  Name three things you like least about the program. (Don’t read answers.)

1. High interest rates or commission
2. Size of initial or subsequent loans too small
3. Loan cycle too long or too short
4. Problematic group dynamics (with leaders or at meetings )
5. Repayment policies (frequency, amount )
6. Guarantee policies
7. Transaction costs for client (slow disbursement, have to cash checks, etc.)
8. Dislike behavior/attitude of loan officer or other program personnel
9.  Lack of grace period
10. Other (specify) __________________________________________________

  11.Nothing
98.  No answer given.
99. Don’t know

 
62.  If you could change something about the MC/SEA program to make it better, what would you change?
________________________________________________________________________

                                                                                                                                          

********************************************************************************************
END FOR CLIENTS.
EXPRESS APPRECIATION FOR THEIR TIME.

 1st

 2nd

 3rd

 1st

 2nd

 3rd
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ANSWER ANY QUESTIONS OR RESOLVE UNCLEAR ISSUES.

COMMENTS :

____________________________________________________________________________________________
____________________________________________________________________________________________
____________________________________________________________________________________________
____________________________________________________________________________________________
________________________________________________________________
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ANNEX II

Survey Methodology

Questionnaire Design
MC/SEA and ICMC received training in survey design and interview procedures at a training
session in Krakow, Poland, hosted by the Microfinance Center.  After the training, MC/SEA
and ICMC worked together to refine the questionnaire.  Both organizations tested the sample
questionnaire on a selection of clients before finalizing the format and content.

Selection Process
In June 1999, 132 clients were chosen by random sample from the MC/SEA Loan Tracking
System in an effort to obtain 120 valid client surveys.  40% the client sample was taken from
clients whose first loan was taken 6 to 12 months before that date and 60% was taken from
clients whose first loan was more than 12 months before that date.  The random sample of
clients was generated from MC/SEA’s loan tracking system using a random sample integer
calculation to pick from the list of loan identification numbers.

Clients were selected from lending regions, Brcko, Breza, Klokotnica, Lukavac, and
Srebrenik.  These areas were chosen for the survey since they were regions where MC/SEA
had been lending for more than 12 months.  The following table shows the total number of
active loans for every region in which MC/SEA was lending as of June 30, 1999, the month
when the sample was taken.  The areas included in the survey are shown in bold:

Distribution of Loans by Region (As of June 30, 1999)
Total Active Loans Total Loans To-Date

Region Number
of Loans

Percent
of Total

Percent of
Loans from

Areas
Included in

Survey

Number
of Loans

Percent
of Total

Percent of
Loans from

Areas
Included in

Survey
Brcko, RS23 17 1% 17 1%
Brcko, Federation 139 9% 11% 234 10% 11%
Breza 295 20% 23% 426 18% 20%
Doboj 21 1% 18 1%
Gradacac 157 11% 167 7%
Klokotnica 465 31% 37% 878 37% 41%
Lukavac 220 15% 17% 369 16% 17%
Modrica 32 2% 32 1%
Srebrenik 141 9% 11% 213 9% 10%
Total 1487 99% 99% 2,354 100% 99%

Non-clients were chosen from lists of people who had expressed interest in filling out a loan
application but who had not yet completed any paperwork for MC/SEA.  Ninety-nine non-
clients were chosen in an effort to obtain a minimum of 80 valid surveys.  Some of the
participating regions had longer waiting lists than others, thus dictating the distribution of
non-client surveys among regions.  As explained above in Section IV., Descriptor Data, this
choice in general provided a valid comparison group for the survey.  However, a few of the
                                                       
23 In March 1999 MC/SEA began lending from a second office in what is now Brcko District.  For the purposes
of this report, the two offices have been divided since clients from the new office were not included in the
survey.  The office on the Federation side of the IEBL was the one included in the impact survey.
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non-clients who participated in the survey were outside of MC/SEA’s target group and later
had their loan applications rejected.

The breakdown of participants selected by region was as follows:

Survey Respondents Selected by Region
Location Clients Percent Non-Clients Percent

Brcko 8 6% 12 12%
Breza 34 26% 26 26%
Klokotnica 54 41% 24 24%
Lukavac 21 16% 24 24%
Srebrenik 15 11% 13 13%
Total 132 100% 99 99%

Interview Process
Ten interviewers were selected to carry out the survey.  In addition, four people set up
interviews and arranged the interview schedule.  Interviewers and preparation people were
taken from among MC/SEA credit officers.  The staff of MC/SEA’s Civil Society
Department served as survey trainers and monitors.  All interviewers attended a two-day
training in which they learned how to conduct interviews, how to answer expected questions,
and how to correctly fill in the questionnaire form.  Participants practiced questioning a
variety of interviewees and they were provided with a script to follow when conducting the
interviews and a list of likely questions with proscribed answers.  Interviewers had the
opportunity to practice both giving an interview and filling in the form so they would be
better able to assist the survey respondents.  The preparation team was given a script to use
when setting up the interview.  At the training, interview locations were divided up among
the 10 interviewers. The offices that participated in the survey were Breza, Rahic,
Klokotnica, Lukavac, and Srebrenik.  These offices serve a total of 11 municipalities.  In the
survey no credit officer conducted interviews in his/her own geographic region.

Interviews were carried out over a two-week period from October 5 to 15, 1999.  During the
first day, the preparation team contacted the 231 potential interviews and arranged interview
times.  On nine days over the following two weeks, the interview team conducted the
interviews, resulting in 210 valid forms, 118 from MC/SEA clients and 92 from non-clients.
Each interview lasted between ½ and 1 hour.  In each of the five areas a monitor from the
MC/SEA Civil Society Department managed the interview process, collected all completed
forms, and checked the forms for problems.

Data Analysis
A team of six people input the data into an SPSS file created by ICMC.  After the data
analysis seminar in December, the data was cleaned by re-checking all questionnaires.
Modifications were also made to several variables so they could be analyzed correctly in
SPSS.  In particular, all variables that had a large number of “other” responses were analyzed
and additional groups of answers were coded into SPSS to increase the usefulness of
responses.

Next Steps
The next steps in the impact survey process are to revise the questionnaire for the next survey
and expand the interview script and list of possible questions.  In addition, lessons learned
and suggestions for the next survey must be written up while memories are still clear.
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Finally, the entire impact survey process must be reviewed with all relevant MC/SEA staff so
that the survey can be successfully repeated on a regular basis in the future.

Process Timeline
• January 14-16, 1999: Introductory meeting to Impact Monitoring and Assessment Project in

Warsaw, Poland.
• May 16-21, 1999: Workshop on questionnaire design and survey methodology in Krakow,

Poland.
• June 1999: Selection of survey respondents. Two groups of clients were selected, those who

had been in the program for 6 to 12 months (called newer clients) and those who had been in
the program for longer than 12 months (called older clients).  The first group was randomly
chosen amongst clients who have received a loan from MC/SEA in the period between
October 98 and April 99, and the second group amongst clients who have received a loan
before October 98.  Non-clients were randomly selected from waiting lists in each region
where the survey was conducted.

• July 1999: Questionnaire design, translation (by Mercy Corps with checking by ICMC)
• August: Pre-testing of the questionnaire.  Each organization (Mercy Corps and ICMC) filled

in 20 questionnaires as a pre-test (inside the office and with clients). Final corrections were
then made.

• August 24, 1999: Meeting with Mercy Corps and ICMC. Final changes to the questionnaire
were agreed upon, as well as the need to prepare additional documents such as a script for
setting up interviews, possible questions and answers, confidentiality agreement (for
individuals conducting the interviews) and list of things to avoid.

• September 30 and October 1, 1999: Training for MC/SEA and ICMC interviewers in Tuzla
organized by MC/SEA: final review of questionnaires and practice of the interviewing
process.

• October 5-15, 1999: Actual interview process (each interview lasting between 40 minutes and
1 hour).

• November 1999: Data entry.
• December 13-17, 1999: Data Analysis seminar in Dubrovnik.
• December 1999, January 2000: Data cleaning by three loan officers.
• February 2000: Further data cleaning.  Data analysis and final report writing
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ANNEX III

Problems Encountered and Recommendations for Change

Problems Encountered with the Results
The only major problem with the impact survey results was the general lack of statistically
significant results even though positive trends were found.  While it may be that the program
has not had impact on its clients, it is also possible that the lack of statistical significance may
have been due to technical issues with the survey, mainly the small sample size.  With a
diverse population in five different regions, the impacts may have been too diffused to
provide statistically significant results, especially for sub-groupings.  One option for future
studies is to increase the sample size to increase the chances of significance on positive
results.

Another source of the lack of significance may be that 23% of the comparison group took
loans from other sources during the interview period.  Several individuals interviewed for the
comparison group were also clearly not in MC/SEA target loan population.  These facts may
have reduced the validity of the comparison group.  An option for future studies would be to
increase the number of non-clients surveyed and to throw out the results of any non-client
who received a loan during the interview period.

One note of caution is that this impact survey process was designed as a pilot for mid-range,
less costly studies that practitioners can feasibly carry out in the field on a regular basis.
Increasing the number of interviews increases both the cost of the survey and the time needed
to complete it.  Another possibility for other MFIs carrying out impact surveys is to lower the
confidence interval.  MC/SEA utilized a 95% significance level to remain consistent with the
other participants in the pilot impact survey.  However, in future studies MC/SEA may
choose to utilize a 90% confidence interval instead.  Or the MFI could reduce the focus on
statistical significance.  A practitioner who simply wants to judge the progress of the program
and does not plan to publish the results can focus on positive or negative trends in the data
rather than searching for statistical significance.

One final point on the issue of level of impact:  practitioners should consider when their
program has been operating long enough to obtain significant impact.  Some of MC/SEA’s
clients had been borrowing for as little as six months.  It is possible that this length of time is
too short to expect the clients to demonstrate significant impact from their loans, especially in
terms of household impact.

Problems Encountered with the Process
Two issues arose during the survey process:
1. Interviewers reported that survey respondents were clearly confused with the questions at

times but the interviewers were not allowed to help them in any way unless they had
answers on the script each interviewer was given.  In future, interviewers should be given
some leeway in answering basic questions but given a limit of the type of questions they
can answer.  In addition, survey questions should be re-designed to be clearer.

2. The training on data analysis was given after the questionnaire was designed and the
survey carried out.  Although this order may appear to make sense, at the data analysis
training it became clear that some questions on the questionnaire were impossible to
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analyze statistically.  In addition, the data had not been completely cleaned which reduced
the effectiveness of the data analysis training and delayed the actual analysis.

Problems Encountered with the Questionnaire
The main issue with the questionnaire was its length.  The form was certainly thorough but it
was also difficult to analyze because it was too long and too detailed.  The questionnaire
length also contributed to fatigue on the part of both the survey respondent and the
interviewer, reducing the accuracy of the forms.  Fatigue on the part of data input team was
also a problem.  Specific problems with the questionnaire are the following:

1. Lycard Scales (5 step scales)
The MC/SEA-ICMC questionnaire made extensive use of five-answer Lycard scales.  For
example, all survey respondents were asked if their household income had increased,
significantly increased, decreased, significantly decreased, or remained the same.  When the
results were grouped by client and non-client, no significant results were found because there
were not enough respondents in each category.  This problem was found with most questions
that utilized the Lycard scale.  In order to solve this problem the data was transformed into a
simple three-step grouping.  For the household income variable, the options were increased
income, decreased income, and stable income.

2. Multiple Response Questions
A number of questions were asked in which interviewees were asked to pick from a list of
options or to choose “other.”  For most of these questions, a significant number of
respondents used the “other” option.  This meant the initial data analysis on these questions
was not informative.  In order to obtain useful results, the list of specific answers given by the
respondents whose chose “other” had to be analyzed and grouped into additional options.

Another problem with the Multiple Response questions was that respondents were allowed to
pick more than one option.  However, it was extremely difficult to analyze the data when
multiple answers were given.  The variable was either divided into individual variables for
each option, and then each new variable was analyzed on its own, or the top two or three
answers were grouped together and analyzed.

3. “Why” Questions
Questions that ask why a certain activity happened (for example, why did your income
increase last year?) are useful for finding the reasons for key impacts.  However, the answers
to these questions are difficult to analyze.  Often a high percentage of respondents write in
specific answers rather than choosing from the listed options, causing the problem mentioned
above in Multiple Response Questions.  Questions that ask “why” should be kept to a
minimum and used only for the issues that are thought to be key indicators of impact.  When
the question involves improvements in the previous 12 months, respondents should always be
given the option of reporting that they started a new business.

4. Current Business
There was no question on the form that asked the simple question, “Do you currently have a
business?”  This became a problem when the data analyzers re-checked questionable
responses.  It was difficult to assess whether the survey respondent did not understand certain
questions or whether the questions did not apply because the respondent did not have a
business.

5. Questionnaire Length and Complexity
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In general the questionnaire was too long and complex.  There were a total of 62 questions,
some with several parts.  Many of the questions, while interesting, could not easily be
analyzed in SPSS and therefore were never used to assess impact.  Other questions were
clearly confusing for the respondents and need to be simplified.

6. Household Assets
One example of a confusing question was the one that covered household assets.  The
question gave a list of possible assets, both small and large.  Interviewees were asked to
report if they owned any of these items, how much there were worth on the day of the
interview, was the item acquired in the previous 12 months, and was the item bought after the
client borrowed from MC/SEA.  The estimates of present value of assets were not consistent
and the interviewers did not feel the clients were completely honest in answering the question
so the total value of assets was not analyzed.  The question was complicated by the fact that
some respondents have assets that date back to before the war and their present value is
uncertain.  The value of land was impossible to assess since there is presently a limited
property market in Bosnia.

7. “Change” questions
A number of the business impact questions asked interviewees to assess how a business-
related issue had changed over the previous 12 months.  However, these questions did not
allow respondents to report if they had started their business within that 12-month period.
This led to inconsistent answers.  Some respondents with new businesses reported the
question was not applicable.  Others said there was an increase from 12 months before.
These questions should have allowed the respondent to clearly state that they started a new
business.

8. Agriculture and Animal Husbandry activities
Some questions did not apply to agriculture and animal husbandry activities.  This skewed
the data results because some respondents with these activities provided negative answers
rather than stating that the question was not applicable.

9. Salary
One of the business improvement questions asked was whether the survey respondent paid
him/herself or other family members a fixed salary.  Survey respondents did not understand
what the question was asking and the responses were never analyzed.

10.  Business Costs
Interviewees were asked if their business costs had increased or decreased in the previous 12
months.  However, it was decided not to analyze this data since increase in business costs can
be a positive or negative indicator of business development.  Increased costs could mean that
businesses are struggling to survive or it could mean that profits are sufficient to allow the
businesses to expand.
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ANNEX IV

Supporting Details of Data Analysis for Composite Indices

Composite Index 1 (Household Impact):

Equation:
Household wellbeing impact = 2 * increase in household income + 2 * increase in household
savings + increase in household expenses (rent, utilities, school, taxes, insurance, clothing,
recreation, holidays, food) + small assets bought in last year + big assets bought in last year

Process:
• Each variable was turned into a nominal variable.
• Increase in household income, increase in household savings, and each individual

variable for increase in household expenses were given the value of 0 if there was no
increase and 1 if there was an increase.

• Small assets bought in last year and big assets bought in last year were divided by the
mean for each variable.

• Increase in household income and increase in household savings were each weighted
by 2 since they were considered a more important and reliable indicator of increase in
household wellbeing.

• Increase in expenditures on the house was originally included but was taken out
because the numbers seemed too high based on independent knowledge of current
circumstances.  It may be that people confused the value of the house with how much
money was spent in the previous 12 months.  They also may have counted money
contributed by international donors, or they overvalued their labor and materials from
self-help.  In addition, making the claim that the microcredit loan influenced money
spent on housing is difficult because people prioritize housing more at the present
time since there is significant property destruction from the war.  Individuals may
spend money on the house that is needed for other expenses but the house is the
priority.

Results:

The histogram of the composite household impact variable showed a somewhat-normal
distribution.  However, both Independent sample T-tests and Non-parametric Mann-Whitney
tests were run.
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Histogram of Household Impact Variable:

No statistical significance was found when the data was tested using either either of the two
tests.  However, the T-test showed the mean for clients was slightly higher than non-clients
and for older clients than newer clients.  Standard deviations were large.

Comparison of Overall Impact on Household Wellbeing
using T-test

Mean Standard
Deviation

No. of
Responses

P-Value

Comparison Group 5.6250 3.810 92
Client Group 5.7824 3.374 118 P = .752

Newer Client Group 5.5579 3.291 52
Older Client Group 5.9592 3.453 66

P = .524

Comparison of Overall Impact on Household Wellbeing
using Non-Parametric Test

Mean No. of
Responses

P-Value

Comparison Group 101.83 92
Client Group 108.36 118

P = .4396

Newer Client Group 56.68 52
Older Client Group 61.72 66

P = .4269

Index of Household Impact
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Composite Index 2 (Business Impact):

Equation:
Total business impact = 4 * Increase in total workers hired + 5 * increase in business sales + 5 *
increase in business profits + total number of business changes made + total assets acquired

Process:
• Increase in total workers hired, increase in business sales, and increase in business

profits were given the value of 0 if there was no increase and 1 if there was an
increase.  The three variables were weighted to offset the larger numbers possible in
the total number of business changes made and total assets acquired variables.

• Increase in total workers hired was weighted by 4.  Increase in business sales, and
increase in business profits were weighted by 5.  They were weighted more than
increase in total workers hired because they were considered more important and less
ambigous indicators of business improvement.

• The indexes created to assess number of business improvements made and number of
assets aqcuired were used in the total business impact index.  The minimum value for
total number of business changes made was 0 and the maximum value was 8.  The
minimum value for total assets acquired was 0 and the maximum value was 5.

• All survey respondents were included in the analysis of overall business impact even
though 5 interviewees (3 clients, 2 non-clients) reported that they did not participate
in any business activities at the time of the survey.  Five other respondents did not
report how many, if any, business activities they participated in (1 clients, 4 non-
clients).1  All survey respondents were included for two reasons.  First, since the
questionnaire never asked directly if the respondent had a business it was impossible
to ascertain definitely whether the interviewee participated in a business activity or
not.  In addition, clients are required to participate in a business activity to obtain an
MC/SEA loan.  Therefore, clients who did not participate in a business at the time of
the survey could be considered to have experienced negative impact from the loan
program or to have violated program rules.  Taking client respondents out of the
analysis could have given the data analysis an upward bias.

Results:

The histogram of the composite business impact variable showed a non-normal distribution.
Both Independent sample T-tests and Non-parametric Mann-Whitney tests were run.

                                                       
1 This data was taken from responses to the questions on the number of business activities.  Details of the results
of this question are given in Section IV. Descriptor Data.



Mercy Corps International April, 2000

43

Histogram of Business Impact Variable:

Statistical significance was found when a Non-parametric Mann-Witney test was run on the
data comparing clients and non-clients.  When older clients were compared with newer
clients, the older client group had a slightly higher mean rank but there was no statistical
significance.  An independent samples T-test was then run on the data, with similar results.

Comparison of Overall Impact on the Business
Using Non-Parametric Test

Mean No. of
Responses

P-Value

Comparison Group 92.57 92
Client Group 115.58 118

P = .0063

Newer Client Group 57.67 52
Older Client Group 60.94 66 P = .6061

Comparison of Overall Impact on the Business
using Independent Samples T-test

Mean Standard
Deviation

No. of
Responses

P-Value

Comparison Group 7.9783 7.393 92
Client Group 10.4407 7.098 118

P = .015

Newer Client Group 10.0962 7.228 52
Older Client Group 10.7121 7.038 66

P = .642

Index of Business Impact
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ANNEX V

Map of Bosnia with MC/SEA Program and Interview Areas Highlighted

MC/SEA Program and
Impact Survey Interview
Areas (as of April, 2000)

Program Areas
included in Impact
Survey

Other Program
Areas


