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= Backgrogmd*

e: Department for International Development (DFID) and
e British Aid for Small Enterprises (BASE) are supporting
ro—ﬁnance projects in Kenya. The goal of the projects as
out in the logical framework is to provide additional
ployment and self-employment opportunities, especially for
rer people and increase their incomes through improvement
the production capacity of their micro-enterprises. For this
o be attained, the capacity of private sector intermediary
o-finance institutions to. promote micro and small
rises (MSEs) on a sustainable basis is being developed.
ators that help to measure progress toward attainment of
al such as number of jobs created by the MSEs and
th of capacity of micro-finance institutions have been spelt.
owever, to know how far this goal is being attained,
assessmient needs to be carried out.

__ammes key issues that need to be borne i in mmd
arrying out impact assessment. It considers the
amework that guides assessment, research. design,
and techniques, gender relations and the problems of

997 3) holds that most organisations estabhsh
and evaluation systems to help them learn from
nce and use the experiences to improve their
'_expand their operations or adapt some of thelr
to local situations.

_ n deﬁned by Scriven (1967) Glass (1969)
be_am (1974) as the assessment of merit or worth of
gramme. _'Ihe Joint Comrmttee on Standards of Evaluatxon




‘evaluation a referrmg to the processes-of a

“or pr03 ects with'z a view to searchmg out their comparatlve
and cons and ‘the act of setting down the ﬁndmgs of

and asa corollary, have become a sxgmﬁcant compon
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(1981) defined evaluation as the systematic inyestigation of:
the worth or merit of some object. ‘Suchman' (196’7 7) sa §
apprmsal of vale. According to Linchfield et
apprazsal refers to ‘the process of analysing a’ num

analys1s m a 1oglca1 framework

These deﬁm_tlons"’ show thati'"th-é"g"ccii;tcep*ts “evaluati
“assessment” and “appraisal” are'synonymous and are 1
mterChangeably Lhota o Rogvn iy B

The concept lmpact assessment’ , wh1ch is w1de]y usedin
;hterature 'o 'rmcro enterpnse referst 'a _type of © ah

Impact evaluation studies have become popular

(Hulme 1997) Thelr objectwes aré‘ e



IDS Discussion Paper No. 298

‘to-figure out the effects of intervention in changing the-
: onditions facmg the target populauon (Oketch et al .

0 0bj ectively jus’ufy contmumg support to MSES and :
Iso validate their choice of given modes of
nté’z_'vention;-and g ' : :

‘a-stage in the project planmng process, evaluation
eks to provide information pertaining {0 important -
mplications of the planning process, i.e., it helps to'
ablish what happened where particular options were
taken up; whether anticipated effects. occurred, who
ned or lost, when the effects occurred and the
fficiency of the investment in relation to resources
sed and beneﬁts denved (mehﬁeld et al 1974)

e:these objec‘aves, donors Seek more mformat]on-'
ramme effectxveness than is readﬂy avaﬂabie from-

he efﬁcacy of programmes “donors often
aluatmns 10 meet the accountablhty

tives place high demands on the’ qual ity ‘and
ta. However, given the context of developing
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countries (limited numbers of professional researchers, few.
written records, illiteracy, communication problems; lack of *
respondent motivation and limited budgets), such evaluations’
might not generate accurate measurements of impacts, and -
caution has to be exercised when they are performed.

- Impact Evaluation Frameworks. =
Evaluation, assessment or appraisal can be carried out usin
the conventional or participatory approach.- The conventional -
or traditional approach is based on the practice of “evaluatlonff_
as a science”. The participatory framework emerged as a result
of the dissatisfaction of some researchers; educators and
practitioners with the conventional approach. Outlmes of th :
two approaches are presented below - ' :

2.1 Conventlonal Evaluatnon _
The conventlonal evaluanon follows the p051t1v1st smen’uﬁ
busmess”tr'éunmg progrannne), 1t 1s necessary to randoml
assign applzcants between those recelvmg the “treatment”
Jommg the “control group - though 'even m thls c

problems of motivation (how to éndourage non-rec
co-operate W1th 1ntemewers) and ethics (whcther agencms '
justify allocatmg resources in such a transparently arbltrary
manner) While thesc may not be mseparable (Sebstad et
1995:51), the truly expenmental approachrhas rarely been us
in impact assessment. In a fast changing environment, end
(in terms of 1mproved de0151on makmg) are unhkely to. Just
such ruthless means
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Quasi-experimental methods do not pretend to establish a true
control, seeking instead to explain variation in the impact
ardstick by statistical or econometric means (Moffitt, 1991
r-a reasonably reader-friendly survey). Variation may be
1gmented by inclusion of a non-random control group, and
ed; if the control group is sufficiently similar to those
iving, then simple with/without comparisons may
mselves be significant. ‘Seeking to explain variation in
es in the value- of chosen yardsticks over time further
ngthens the analysis. See Table 1 for more details.

ect participants, the necessary data may be routinely
ted on application forms (intake data) and variation may
ced by including rejected applicants too. In order to
- programme evaluation an important foundation is
=llc_ec_:tu_)n of systematlc intake data, and its harmonisation

is :_at_a___15 __also similar to that collected through basehne
ys, then the Holy Grail (for econometricians) of a panel

'(mcludmg participants and non-participants in various
mme. components before and after they joined) looks

yan. 1:993) and Mlkkelsen (1995) note that the
ntlonal approach has the followmg features

is carrled_out by outside experts; - -
ses scientific obj ectivity aChIBVCd partly through
use of umform procedures,
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Table 1: Impact attribution within the positivistscientific tradition

Client Group Control:Group
Pre-Project [A] Lodle [B]
d3 d4
Post-Project iC] ..d2 ... [D]
Key
[A}, [B], [C], [D) = Estimates of enterprise employment for each group in cach time -
period. .
d? = Difference in-employment arising from non-random se]ecuon of chem e
ang control groups (selecuon blas) Y
a2 = Differéncé in employmént anising partially from prolect :mpact and-
. partially from selection bias. ;
d3 = Change in employment partially due to project mnpac: and partxally :_:
due to other or exagenous events: i
d4 = Change in employment due to exogenous events.

Best estimate of impact affributable to the project = [C - D] fA~ B]

 Key assmnptlons
. Characteristics of client group and control group before r.he pro_;ect were zdenucal '

e ' Control group completely unaffected by the pmJect

. Exogcmms events aﬁ'ccu::g client and control. group are xdennc
econd best f im -

- L A perfect controt group is impossible fo establish with non-experimental data
{selection bias-problent). “Comparison group™ is often a thiore accurate teft than
control group. However, it may be passible to-identify funure or; p'otcn'ua'l clierits
muonnpro_]ect Areas as a control.group, but homogeneny of the two arcas in other

respects is then important. X

2. As for best estimate, but with [A] and {b} based on respondent recal] Additional-.
BRI problem of recall bias (likely-to be different also for client and control group). -
3. No pre-project information at all. - Very difficutt then to atiribute {D '« C} to-the

project rather than to systematic differences in the samples arising form the
selection process (selection bias). .

" Only [A] of [A-C} available. Probléin is that this may be inflienced as much by exogenous

“.- factors‘as the project. However, if there is some variation in the tevel.of “tréatment” (i

" involvement with the project } then sorme statistical analy act

- But multi-collinearity may then be a problém; for examp]e because the! bxggest u.sersmay also -
have been initially the most prosperous.
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usually done upon completion and sometimes- ‘mid-term
o establish accountability and to show Whether fundmg-
should be continued; . : .
¢ks to establish what has happened in the pro;ect from'
he. time . of mceptlon or concepuon to the date the
sessment is:done;. ST IR P

ies on a logical fra.mework that outhnes ObjeCtIVBS and
tcomes mcludmg 1nd1ca.tors of success; .
_measurements to- quantlfy outcomes. m ways that
sure' rehablhty and validity of data collected and ..

uires that data be systematically ¢ collected analysed and
ported ina document that contams data, ewdence and
esults : E . L . .

1m1ta’uon of the conventlonal methods is that they are
icult to. effect Where clear Ob_}eCtIVCS have not. been
ted from the outset of a programme. of mterventlon
jever, thelr major limitation is their reliance on outside
S and consequently thelr mab]hty to rnoblhse and mvolve

andard quantitative evaluations are often divorced from
ds, the indigenous knowledge and-the values of
elopment orgamsatlons and their constituent communities.

n (cited in. Noponen,: 1997) says. that the quantltatlve
pr ach often fails to consider complex1ty of the develoPment
concei e'the process view of the

Pamclpatory Evaluatmn SR
1c1patory evaluatlo_ 3 stems from the quahtatwe 1nqu1ry
on, which tends to focus'on a smaller sample, making it
sible to concentrate ‘available skilled (1nterpretat1ve)
arch power more intensively. Truth resides less in valid

olders in the assessment process. Noponen (1997) adds - .
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statistical inference than in careful exammatlon and eross-
’checkmg of plausible explanatlons B

In'the case of quasi-experimental appr’Oaéhe"é, cost constraints
generally make it necessary to pre-select a smaller number of
variables, and exclude those that cannot be collected through:
relatively mechanical interviewing methods. Qualitative
inquiry, in contrast, is more open to unexpected changes, and:
unexpected reasons for those effects. It can also probe into-
issues beyond the reach of the pre-coded questionnaire. ‘Such-
work ‘can also ‘be more adaptive, and is-hence less prone to-
‘turning into expensive mistakes, ot what Chambers (1 983: 52):-'
described as survey slavery. - :

The main criticism levelled at quahtatwe research is that small
'sample sizes limit the scope for generahsatlon However.
systematic selection”of case studies or stereotypica
“observations’ from larger survey frames (e.g. through' wealth'
and health rankmg exermses) can go a long way to overcome-_
'The contrasts between posxtlvxst impact assessment and mor
qualitative approaches should not be overdrawn “For- th

_’approaches are more: generally complementaty Case studles
_are already well estabhshed at the de51gn or pa]ot stage m th

be used to probe reasons for dlfferent unpacts while mor
formal surveys seek to establish their relative magnitude. Th
sharper’ dlchotomy ay not be between quahtatlve an
quantitative approaches, but between good and bad researc
'practlce w1th1n elther tradxtlon : e .
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artu:lpa:tory approaches (generally peddled under an acronym

ing with “P” such as PLA, PAR, PRA etc) may be
ed-'s1mply as an extension of the range of techmques
able for case-study research in the tradition of qualitative
. ‘These include for example various forms of
or_ative activities (walks, plays productron of plctures
”"dels) and rankmg exercises. "

alsal of their respectlve levels of understandlng, and
'ge requirements. To- the extent that decisions are
lised, then so is the target audience of impact
ssment' Atthe extreme, more formial ways of establishing
n become less unportant than truth based on personal

se of credxt for example, th1s approach may be lmked'
'ovement towards decentrallsmg loan screening to’
yWer - groups If borrowers have a better apprecratlon of
capacity of their peers to- repay loans, then they are’ also"_
have a better understanding of the impact of the loans

rincome and well-bemg ‘Moreover, if they have a stake
up or financial institution themselves, they may

ean cent1ve to help monitor the health (or what some"
T ed'to as client sustamabzlzty) of its other members.
ro finance: programmes, for example, ‘already ask
f their borrowing groups routinely to rank the health
eers” overall livelihood" position: . This lays the’
oring foundation for an approach to evaluation that is
borrowers and lenders shared vested mterest in
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enhancing not just the short-term financial viability of loan
contracts but also the underlying strength of its clients’
livelihoods.

But this example also illustrates the limits to participatory
impact assessment. Individual borrowers may be able to assess
the risks of loans within their own peer group. But some form
of collective decision making (democratic or otherwise) is
needed to take into account “covariant risk” and “fallacy of
composition” problems across programmes, such as might arise
if different groups all decided to invest in the same line of
business. There may also be limits to empowerment (and hence
participatory impact assessment) to the extent that specialist
knowledge, if required, about market trends (new technology,
new sources of competition, changing regulation etc.) may not
be available.

Participatory evaluation emphasises the analysis of social
benefits. It is seen by Mikkelsen (1995:167) as concerned
with adaptation and adjustment of a project based on conditions
set by the participants. Narayan (1993:2) holds that
participatory evaluation is a management tool that helps in
reaching stated objectives. She adds that it is a systematic
way of learning from experience and drawing from lessons to
correct and improve on going and future activities. Mikkelsen
(1995:167) notes further that participatory monitoring and
evaluation (PME) has two main purposes of being: (a) a
management tool that enables people to improve their
performance, and (b) an educational process in which
participants increase awareness and understanding of factors
that affect their situation thereby increasing their control over
the development process.

10
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Some of the features of participatory assessment noted by
Narayan (1993:2) are collaborative decision-making, a
problem-solving orientation, capacity building, use of multiple
methods and use of experts. Each is briefly explained.

e Collaborative decision-making is emphasised in all
aspects of a programme between all stakeholders including
women, children, the poor and junior programme staff.

¢ Inaproblem-solving orientation, participants are assisted
to learn and understand their problems and situations and
to take timely actions. The participants are also encouraged
to be creative and effort is made to understand their local
knowledge and use it as a basis for programme activities.

o In capacity building, beneficiaries are involved in data
collection processes, share knowledge gained and use it as
a basis for their actions. Educational forums such as
workshops, field days and so on also help to build the
beneficiaries’ capacity.

e Multiple methods are shortcut methods of sampling, data
collection and analysis, which permit creativity and
facilitate learning and sharing of experiences among
various participants. People define and carry out the work,
which may include mapping and drawing and sorting out
pictures. The tasks release energies and enthusiasm of the
participants. The methods are derived from many
disciplines and are adapted to meet specific tasks at hand.
And, if the methods that are available are found to be
unsuitable, new ones are created. Such use of multiple
methods and different stakeholders partly helps to ensure
validity and reliability.

o Experts experienced in facilitation with a strong belief
in human potential and with ability to listen serve as
facilitators in decision making relating to the purpose of

11
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- evaluation, methods of data collection and analysis; field
- implementation, etc. They help to merge specialised
. expertise with local experience, indigenous knowledge and
vlearninvg systems. The experts share ideas with
~ §takeholders, help them to consider optlons and encourage
. ~them to take a lead in the evaluation process. - Whereas
- outside experts dominate the conventional framework, in
the participatory framework, local stakeholders dominate
- as evident from the following remarks (Mikkelsen .
1995:169) “...beneficiary assessment...by amplifying the
- voice of the people for whom development is
- intended., .empowers...(them)...to help themselves. Itisan -
-~ instrument to create dialogue...and calls for understanding -
: vbetweenmanagers and beneficiaries.” Noponen (1997:31) -
- explains this point further by pointing out that participatory
- methods are based on the assumption that the poor are
- capable of investigating, analysing and planning for their ‘
own situations. He adds, “...the roles of outsiders including =
. development organisations are to act as convenors,
-~ facilitators and catalysts for development activities....” .
. “The participant community becomes not only the data -
... gatherers but aiso the analysts and archivists. They collect,
- -analyse, act upon and own their data.... The assisting.
-~ development organisations and donors(s) .also -benefit
- ~when participants share with them their learnings — their
gy data, analyses, revised strategies and achievements.”

When using a participatory framework the following steps, =
~which-were proposed by Feuerstein (1995), are observed:

o _stakeholders.of a programme agree to use a partmpatory

approach
« . asmall group is selected to plan.and organise the evaluation . §

12



- IDS Discussion Paper No. 298

bjectives of the assessment are agreed upon . -
evaluation methods are selected

an evaluation plan is prepared showing why, how, when
and where the assessment is to take place and who is to be
involved b

evaluatzon methods and tools are tested and the evaluees
' tramed in mterwe‘mng and i in collection of other data
eded and about the objectwes and methods used
rmation and facts are collected

facts and 1nformat1on are analysed

results are prepared in written, oral or visual form for
esentatlon to. dtfferent groups connected with the

' ogramme part1c1pvants dec1de how the assessment results
to be used and how ‘they can help to improve the
ormance and effeetweness of the programme

ure, the participatory framework that we have outlined
deal. As Noponen (1997:331) has observed, many
"es, which are claimed to be participatory, are hardly
so far as they extract information from participants and
olve them 1 in the assessment process.

'v'cases, the conventional and participatory approaches
ed in combination. The challenge for those concerned
rticipatory impact assessment is to move toward
ased use of participatory techniques as ideally conceived
ombine these with conventional methods as need arises.

“Research Design in Impact Evaluation

act evaluations are based on conceptual designs or
neworks. Singleton et al. (1988) define a research design
an overail framework of plan foran investigation. Nachmias

13
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and Nachmias (1981) add that a design is a logical model of
proof that guides the mvesngator in the various stages of the
research TN S i

3.1 Choice of Research Design
To choose an appropriate research design, the researcher mu

in effect anticipate all of the subsequent stages of the research. |
Preliminary decisions have to be made regarding the nature of
observations needed to meet the research needs.  Thus- the:
purpose for which research is conducted has important§
implications for the structuring of the entire research activity,§
i.e. whom or what to obsérve, when to observe, how to collef
coilate, descnbe and analyse the data.

32 Elements of a Research Design
Generally, as observed by Greer (1969), Singleton et al. (198¢
and Hulme (1997), three main elements are distinguished
research de51gn

v 'f‘fSpe01ﬁcat1on of units or levels at which 1mpaCtS 31'
~ be assessed,;

b)  characteristics (variables) of the entities to be observ
o ad
9 the types of relationships anticipated between vari
.. characteristics.

-3.2.1  Units of analysis
The entities (objects or events) under study are the uni
analysis.- Researchers are concerned with identifying wh
or what will be studied.  Common units of analysis incl
the household, the enterprise or the institutional environm
(Hulme and Mosley, 1996).  Occasionally, researchers

14
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se to investigate at the 1nd1v1dua1 level (Goetz and Sen

umt of analyms has advantages and dlsadvamages relative

o’thers The choice of umts to focus on depends on a
3 of factors Suffice it to say, however that the purpose
ich : as study is undertaken dictates whom or what will be

_compared and analysed and, therefore, what the
riate umts of analysrs WIH be.

REME Survey for 1nstance, the focus is on measuring
tweness of pnvate sector intermediary institutions to
lesired services and, consequently, on the benefits
o'beneﬁmary enterpnses and households. In this
¢ choice of three units of analysis, i.e. household,
es. and 1nst1tut1ons IS Jjustified.

& there are no liritations to the selection of units to
n a study. Nonetheless, once a selection has been
bsequent operations including the level of theorising,
in tandem with the units selected. Besides, and as
'1950) observes, it is important to accurately identify
- of analysis. Confusion over units may result in
vnclusmns and, in effect, drawing of fallacious
>s. Robinson goes ahead to identify two such fallacies:

; e ecological fallacy, where group properties are used
0 make inferences on individual behaviour; and
-the individualistic or atomistic fallacy (also

_reductionist fallacy), where individual attributes are
used to make inferences about groups

15
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Whlle the researcher observes the units of analy515 in the
process ‘of the study, it is in establishing the relationships -
between the' characteristlcs of the units that the scientists ar
primarily involved. Smgleton etal. (1988) define variables as
charactenstlcs of umts that vary, i.e. take on different values
categories and attnbutes When observmg individuals as would §
be the case for beneficiaries in the REME Survey, any set 0
characteristics that may differ for different beneficiaries suc]
as age, sex, marital status, level of education, income, infe
alza are varlables -

The assumpﬁon behmd intervention programmes is that the;
are seen as promptmg changes in knowledge, attitudes an
behaviour patterns in ‘ways that lead to the achievement o
desired outcomes or at least, make them more probable.

In thi'S"'regard' impact studies evaluate the difference in the
values of key variables. All changes are assumed to b
mﬂuenced by mediating processes (specific characteristics
the agent/beneficlary and of the socio-economic an
demographlc environments) that influence both the behavioura
changes and the desired outcomes (Sebstad et al. 1995).

In any one study, there is an array of variables and the ke
variables to be investigated, depending on the choice of the
evaluation team. Generally, distinction is made between tw
main schools of thought: the intended beneficiary school and
the ‘intermediary’ school (Hulme, 1997). The intermediaty
school focuses on intermediary institutions and especially on
their operations (Hulme, 1997). The two key variables in thig
school are institutional outreach and institutional sustainability
(Yaron et al. 1997). The intended beneficiary school, on the

16



'th‘er hand, seeks to assess the impact on intended beneficiaries,
they individuals, households or enterpnses (Hulme, 1997).
n this regard the REME Survey, given its choice of variables
s within the mtended beneﬁc1ary school of thought.

. Relatlonshxps A -

e researcher’s ultimate aim is to make sense of reality by
:covvermgv enduring relationships about phenomena (Batte,
71). ‘Much research therefore is directed at identifying,
developing and testing relationships. A researcher, having
ided what to observe and ignore and having identified the
bles that are anticipated in terms of relationships, has to
e what kinds of relationships to test. Such decisions
tably derive from the researcher’s expectations about how
iables are related to one another. Babbie (1983) cautions;
ver, that researchers are not concerned with any kind of
onships. - Rather, they are interested in relationships
vnavarlables where changes in one variable are
mpamed by predictable changes in the other(s) (see also

actual research such perfect relationships are rare. To the
'cher, therefore, the focus is not so much on whether a
air.of variables are perfectly related; as on how strongly
relate. “In the REME Benchmark Survey, for instance,
vations were made of the relationships between a number
ables anticipated to impact on the performance of MSEs;
a view to testing them during the impact evaluation. Even
n-emphasis will not be on testing perfect relationships but
the extent to which given sets. of variables combine to
lain the-MSE sector.

17
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3.4 - Causal Relatlonshxps -

At the heart of" any impact evahiation is- the attnbutlon of
specific effects or impact to specific causes, i.e. interventions
(Hulme 1997). Tt is instructive to note from the onset that the
issue of causality has been hotly debated. On the shortcomings
of “at‘tribu‘tioﬁ” '(Kev'linger 1973) argued that the concept of
whlle others (Blalock '1964) have maintained that to think
causally is very helpful especmlly when working with causal
hypotheses ' S

Wxthout gettmg Iost in thlS debate it is imperative, however

to note that the issue of causality is relevant, especially.given -
that during the REME impact evaluation, focus will be directed: =
towards identifying factors that contribute ‘to the growth,”
stagnation ‘or retrogression of MSEs. This initself implies -
causality. - The question to pose therefore is: what kind of
evidence supports the belief that a causal relationship exists? -

Social scientists identify three main types of evidence that are
required to establish causality. These are: c

i) Association (the pattern of change in one variable must
- be related to-changes in another). For example, “Are..
- changes in levels of education followed by changesin- ;1‘;}
.+ management of MSEs?”.
i), Direction of influence, i.e: a cause must precede-its: j:f
o ceffect. i
iii) - Non-spuriousness, i.e., association must not be‘,;ff_‘
: attributable to extraneous variables: For example, “Is -
good ‘management of MSEs among highly educated:
entrepreneurs necessarily due:to their high level of
education?”

18
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e point to emphasise here is that since researchers (as in the
e of the REME impact evaluation) will inevitably deal with
elationships between variables, and they may also have to
ontend with- cause-and-effect relationships, they have to
reise caution in order to provide adequate evidence that
the relatlonshlps between the vanables are indeed causal:

Cholce of Methodology

‘impact evaluation team can choose from a variety of
methods - sample surveys, focus group discussions and other
p:d appraisals, participant observations, case studies, etc.
ce the 1980s, impact studies have mcreasmgly moved away
m single method approaches to multiple approaches (Hulme;
7). For any impact evaluation, therefore, the issue is not
uch what method to choose, but rather what combination
methods to opt for. Since different approaches have relative
intages and disadvantages, the choice of approach(es) will
contlngent on a number of factors. . Little (1997) identifies

objectives and purpose of the assessment;

the use to which information will be put;

vels of accuracy and reliability required,
omplexity of the program; and

sources. (human, financial and time) available.

appropriate method, or-combination: of methods, will
refore be one that best fits the needs of the study; taking
o-account the available resources and any other constraints
that may be faced.

19
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4. v Tools and Techmques

Stakeholder Analyms v

There has been a ‘growing recogmtlon over the last-decade
that effective development practice-involves-the active
management of the processes of project implementation and
policy formulation (Grindle and Thomas 1991, Rondinelli
1993). There is a need both during formulation and during the
implementation of projects to maintain an iterative process.of
reflection between experiences in implementation and: the
objectives of the project. .

4.1.1. . Why do stakeholder analysis?

Stakeholder analysis is one approach, which can be used in
conjunction with other key project management-techniques,
to improve management ‘insight into potential threats and
contributions:to the effectiveness of a project: It is closely
associated with' goal orientated management tools such as
GTZ’s ZOPP or DFID’s logical framework (Shields 1993),
since it helps clarify the basis of risks and critical assumptions
which are required if a project is to achieve its objective.

Stakeholder analysis can be used to identify those individuals
or groups whose ‘interests may be affected by a project and
who in turn may use their influence to affect the formulation
or implementation of a project. As with the logical framework
it makes best sense if this management tool is used throughout
the lifetime ‘of a project to -continually appraise whether the
project is-achieving its objectives; and how interests are
evolving during implementation in relation to the project. ‘Ifa
stakeholder analysis has not been conducted at the point of
formulation of a project or policy, it is certainly a useful tool
during review or evaluation stages.
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og smg that different people have ‘a stake in projects and
ve different interests, also has implications for processes
luation and impact assessment From this perspective,
ess of evaluation is seen as one wh1ch is essentially
ted and, at the least, is a process of negotiation (Majone,
'As suchexercises in evaluation and impact assessment
amentally involve persuasion, and debates over what is
até evidence and argument:’ A stakeholder analysis may
to make more transparent or to demystify what power
hmd certaln data and argumentatlon during evaluaﬁons

Domg stakeh older analyszs'

im of a stakeholder analys1s is to identify those whose
re vs'wﬂl be or are belng affected by the planned
vention, whether project or policy, and to assess the
1a1‘ 1nfluence they may have on the project. The
ques used to identify the stakeholders can range from
ma1 to the informal. Project formulators and
menters should be expected to be aware of who are likely
;tute the cast of stakeholders. However, this can be
plemented by the use of group consultations and’ semi-
red interviews during project formulation.

holder analysis has some affinity with the notion of a
mpatory approach to development. Apart from its more
iental, managerial function the analysis can also be used
prove stakeholder participation in the design and
mentation of interventions. However, there is also
ential conflict between the process of carrying out a
eholder analysis and the principle of participation.” In
icular, where a stakeholder analysis is politically sensitive,
e potential for and value of more participatory methods for
lentifying stakeholders and their influence will be limited.
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Recognising the political nature of stakeholder analysis requires
the researcher to exercise a.degree of diplomatic judgement:
: about the extent and hature of partzc1patlon in the analysis.

Once a cast of stakeholders has been 1dent1ﬁed it is common
- to have systems of categorisation. These are rough and ready;
- but can be useful as a starting point of analysis. For exampl

the UK Department for International Development (DFID)JJ
: personnel categonse stakeholders as: |

. anary those ultlrnately affected by a project. The
people may be affected positively (beneficiaries)-
. negatively (e.g. people. dxsplaced by an infrastructur
; L pro;ect)
. Secondary those mvolved in delivering the developme
;: 1ntervent10n (for exarnple, officials of aid agencie
 governments, NGOs etc.). This would include both tho
. who are involved in decision-making in the project/poli
. process and those who may have been excluded from i it
e Key: those who may be indirectly affected by the projes
.. but who may exercise a large degree of influence, whi
~ can affect the intervention (for example, local elite
 religious leaders).

_ Thus, in the case of a micro-finance project the prima
: stakeholders would be the intended beneficiaries; the secondam

v fstakeholders would be the staff of the organisation
‘organisations delivering the financial services and the staff
~ the agency responsible for funding the project.. Ki
~ stakeholders might include, local moneylenders or trade
~ whose clientele would be affected by the project, governme
‘officials who may have a positive or negative view. of t
project, and local religious leaders who regard the project

improper.
‘ 22
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ng identified and categorised stakeholders the next step
stakeholder -analysis is to assess their interest in and
itial impact on the intervention. - Once again a range .of
al and informal research techniques may be used to gather
ation on the ways in which different stakeholders have
terest in a project and the ways in which-they might
ence a project.” As above, the same caveats about the need
-diplomatic approach must be applied.: The narrative that is
uced of the types of interests of different stakeholders can
be translated into key assumptions in the project logical
ework. For example, if a new project requires the staff of
elopment agency to change their work patterns in a way
h they are likely to regard unfavourably, then the
tion might be that the project can only achieve its
ve if negotiations are carried out with staff which result
m accepting the new work patterns.

the initial categorisation of stakeholders as primary,
ndary and key seeks to assess the-centrality of the
holders to the project, it is also-useful to assess both their
rtance in the policy objectives of the funding agency and
nount of influence that different stakeholders can bring
ar ona project. In this respect the analysis can be advanced
a simple matrix to locate stakeholders. The vertical axis
e matrix ranks stakeholders in terms of their ‘importance’
project while the horizontal axis ranks the amount of
uence’ they may bring to bear (see Table 2). -In this
am, ‘importance’ is different from the initial categorisation
ise of primary, secondary and key. Importance here means
xtent to which the needs and interests of a‘particular group
takeholders are regarded as a priotity by the funding agency.
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Table2: . Stakeholder Matrix . N v
(Illustrated usmg the.case of a proposed przvate secto
populatzon pro_;ect in Pakzstan)

High Importance | ~*5 - .
S IR ERERICRNE. 7 S )
*q
Low Importance -
| wa Influence High Influence
Cast of Stakeholders*

Secondaxy S!akehotder 1=Ministry of Population Welfare; 2=Pharmaceutical companies and
. ' distributors; 3=Development funder

anary Stakeholders 4=1.ower-middle income groups; 5=Womex.

Kcy Sta[ceholder 6=Islamic clergy; 7=Traditional birth attendants,

Source *Guidance Note on Stakeholder Analysis’ DFID,*1995.

This;x"natrix is used as-an impressionistic tool to rank th
importance and influence of stakeholders in relation to eac
other. . Those stakeholders in quadrant B have both. hi
importance and high influence and are therefore crucial to tt
project. In quadrant D, the stakeholders have high influenc
even though they are of no particular importance to the project
Stakeholders in quadrant A are regarded as of importance.t
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e project, but have low influence. The stakeholders in
uadrant C are of low 1mp0rtance and also have low levels of
nﬂuence In the case project above, the reaction of the Islamic
vaders to the project is crucial, since’ although they have no
irect importance for the project their influence, if used against
sould be damagmg ‘The' pnmary stakeholders, however,

¢ of high importance to the project but have relatively low
uence. In particular, women have lower levels of influence
han the general Iower-mlddle income target group; even
ugh they are of greater ‘importance’ or are a higher priority
or- the fundmg agency '

akehoide‘r; analysis is-a processual tool, which: seeks to
vide information with which development interventions
12y be: better managed .The ‘analysis proceeds from the
ognmon that even if all the actors ina project share. the
e broad objective (for example, to make-a positive
'elopment impact), there are:likely to:be, for each
ceholder, more detailed interests and objectives underlying
. Clarifying what these different detailed objectives might
for each category of actor, and then considering the extent
which these objectives are consistent with each other, is a
rpart of effective policy or project management:

-~ 'Wealth Ranking

th ranking is a technique for sorting clients -or
‘observations™ along a scale or into groups according to an
ed criterion. This section considers how it can be useful,
“steps involved in carrying it out, and its strengths and
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4.2.1  The uses of wealth ranking . - e
There are two applications of- wealth rankmg which may be
said to be the most 1mportant Lo

One of th‘em is :to‘understand howvdiﬂ’erent stakeholders un="
derstand wealth in relationto a client group, and the nature of -
variation in wealth within it.. For example, in some rural areas. -
ownership of cattle may be regarded as a more important indi= -
cator of wealth than control of land. - Aspects of wealth that -
are not obvious to outside researchers may be 1dent1ﬁed in
this way. o

The other ‘one is to obtain a continuous measure of wealth -
within the group that can be used in sample selection or quan=
titative analysis.. This measure may incorporate component
of wealth that it is hard to measure using survey question- -
naires (such as power and status). It permits inferences tobe -
drawn about the extent to which a programme provides a bet:
ter service to more or less wealthy clients.

There are other possible uses of wealth ranking. For example
it may be used to understand diverse local perceptions.o
another key variable, such as business potential or vulnerability
This might be useful, for example, in a study of why som
businesses grow and others do not. - It may also be-used 1t
rank and measure variation in the performance of groups-o
clients, such as borrowing groups or even bank branches. . Thi:
is useful in studying the extent to which stakeholders (mcludm
staff at different levels of an organisation) have consistent view:
as to what constitutes good performance (e.g. repayment rates
deposit mobilisation, group solidarity and self-reliance). -k
can also be used as part of a stratified sampling procedure fo
a survey, or in identifying focus groups. For example, heqit,
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ankmg of savings groups might be used to ensure that focus
group discussions were held with a representatwe sample of
'ealthy and unhealthy as deﬁned by the orgamsanon itself.

2 Domg a wealth rankmg
e steps for carrymg out a wea.lth rankmg canbe distinguished:

Deﬁnzng the“comm'umty boundaries and units for
ranking. A key issue here is that it must be possible to
- 1dentify individuals with a good Icnowledge of all the
* units that are to be ranked.- It is also good ethical
* practice ‘that all units (or af least their legitimate
: ;representatlves) should be consulted and agree to the
* ‘ofeach umt for rankmg w1th1n that communlty should
be written clearly on to a large piece of card and each
should be given a code number.

‘*‘Explaz’ning the exercise to the community. This is a

necessary step for ensuring voluntary participation. It
may also help in ehcltmg understanding of what
criterion should be used for ranking, and identifying
key mformants for the next step.

Sorting Ideally, at least three individuals should be
- asked to sort the cards into piles of units that are similar.
- withrespect to the agreed eriterion: For example, when
asked to sort businesses according to their strength,
- one informant may sort them into piles of businesses
that (a) employ other people, (b) rely on family
members, (¢) rely only on the labour of the owner.
Another might use a different criterion of business
health and arrange the cards into a different number of
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piles. One pile might consist of units the key mformant
has no knowledge of. Thus the facilitator can learna -
lot from talking with and observing each key informan
as they do the sorting. In some cases, there may be a -
strong preference for sorting the cards out collectivels
~because each informant has complementar
" information. ' However, better information is almos
 always obtained when sorting is done separately,
' the results then combined. | -

4. "”Agjgregation Individual rankings into piles can be
~ turned into a combined continuous ranklng Score usin;
~the following simple arithmetical methods. A scor

~ (outof 100) is worked out for each pile by dividing th
pilerank (1,2, 3 ......) by the total number of ranke

. piles, and then mult1ply1ng by 100. The average scor

for each unit can then be worked out for all ranking

by dlﬁ'erent key informants, so long as there are at leas

5. V',,:Ranlang Where an average rankmg is needed rathe
Co :than individual scores, then the data can be re-sorte
by score, and groups formed by identifying the larges

~ jumps in the scores working down from the hlghest 1

. the lowest : :

4 2 3 Strengths and I:mttatums :
The potential strengths of wealth ranking are to be found m

use for empowerment, its-data quahty, cost effectiveness van
flexibility.
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fembers of the community can understand the exercise for
emselves and usefully learn from it. It works through rather
1an around group structures. People with poor literacy and
umeracy skills can also be involved. . Moreover, important
ata can be obtained that is not. easﬂy measurable or easy to
btain by other means. The exercise can also be quick, ylelds
seful information itself, does not require interviews with each
ividual unit and can improve the reliability of sampling.
ally, with imagination, it can be used in many dlfferent ways
and fora var1ety of purposes It can also be fun...

evhmxtatlons of wealth ranklng have to do w1th 1ts scope,
s of information in aggregation, and abuse.. Itis diﬂicult to
. for large groups because key informants cannot be found
h adequate knowledge of all units within it. ‘This is
_amcularly true in urban areas, where neighbours’ knowledge
each other is often very little. - In addition, the relative
rtance of different factors that influence the wealth or
lth of a unit may be lost. The ranking is also subj ective in
dependence on the views of key -informants and other
thods. (e.g: participant observation, questionnaire based
veys)may expose some bias if these are not chosen carefully
yugh. Gender bias, for example, may result from key
formants all being of the same sex. Furthermore, the potential
£ the technique to be empowering will not be realised if it is
d in a narrowly extractive way. Indeed, if step 2 is carried
'a cursory way it may increase susplclon and hostlhty, or
s false expectanons T R
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5. The Problems of Attribution and Fungibility

5.1 Attribution Lo
At the heart of all social science research is‘the issue of what .
constitutes truth, proof or valid evidence. This also applies't
*he more applied field of impact assessment but with som
distinctive twists: Firstly, the work is more explicitly an
specifically oriented to particular forms of action, and hence:
the task is not just to establish “truth for truth’s sake”, bul
truth of a kind that particular decision-makers or actors accep
and can act upon. Generally, there is a manifest demand fo
evidence of impact in order to inform decisions about ho
best to provide a particular service, or whether it deserves mor
support. . : '

Secondly, and closely linked to this point, is the issue of optimi
ignorance - or the problem of having to be efficient i
marshalling evidence within predetermined time and resource:
constraints (Moris and Copestake, 1993). Keynes’ dictum that.
“it i$ better to be roughly correct, than precisely: wrong
certainly ‘also-applies. In the era where process rather than
blue-print project cycle rhetoric is on the ascéndancy, mor
latitude exists for learning by doing and delay than in the past
perhaps. But the need to justify data collection activities an
expense in relation to-decisions. and action nevertheles
remains. : '

Thirdly, and in contrast to more open or naturalistic research
impact assessment is generally guided in advance by a cleare:
set of criteria against which impact is to be judged. Inrelatio
to SMEs two of the most widely cited are income generatio
and employment generation, whether in general or in relatio
to particular target groups, such as women or the poor.
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- These differences of emphasis have an important bearing both
~-on the methodology for seeking to attribute impact to a
%f?:p_articular intervention, and on who needs to learn. They can
be further explored by distinguishing between three broad
» -approaches to attributing impact: positivist science, qualitative
-“inquiry and participatory inquiry.

5.2 . Fungibility

A brief note is worth making about fungibility. Money is said
to fungible or interchangeable because it is difficult to attribute
the decision to spend it on a particular good or service, to a
patticular source of money. If you think of a household budget
as a ‘black box’, then coins go into it from different sources
{according to the household’s livelihood portfolio) and are then
taken out for different expenditure purposes. When an
expenditure is made, the origin of the coins taken out of the
box is indistinguishable as they are all the same.

e link between fungibility and attribution can be illustrated
using the case of micro-finance credit, where a loan of X is
taken, and an investment of Y is made on a fixed asset. The
lender, and even household members might link the two in
their minds. They may even formally do so by Aypothecating
ewly purchased asset as collateral for the loan. But it remains
possible that Y would have been purchased even if X had not
been secured. It may thus be that the real effect of X at the
margin has been to permit expenditure Z. For example, while
the business required the purchase of a bicycle, this would
ve been purchased even if the loan had not been taken. A
rifice would have been made of not purchasing new clothes
for children going to school. - Having received the loan both
the bicycle and the new clothes have been purchased. Even
ere the value of Y is so large relative to overall household
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income, that it could not have been purchased without extra
finance, it is possible that in the absence of loan X the ™
household would have availed some other source of finance.
The true marginal impact of access to the new loan then hinges -
on the difference in loan terms between the two sources of
finance, as well as the effect on household behaviour of having -
access to a higher total amount of credit. =

The fungibility of loans makes it difficult to attribute a specific
impact to a particular micro-finance intervention. This'is :
particularly the case where the financial affairs of enterprises
are not readily distinguished from the financial affairs of the =
owners’ household, family and other creditors. The main -
implication for impact assessment is that it is necessary to look
beyond business specific criteria of impact and investigate
criteria at the household, individual and community levels too.

6.  Gender Relations in Impact Assessment
Analysis of gender relations in project impact assessment is
very important. However, very few studies have addressed
the impact of micro-finance on gender. In doing this,-
researchers are encouraged to use both quantitative and -
qualitative approaches employing triangulation, i.c. using-
mixed methods and data sources in studying the same.
phenomenon (Brydon and Chant, 1988). Studies of this natur
elsewhere have used combinations of focus group discussions
surveys, questionnaires, informal interviews, participant
observation and PRA techniques (Mayoux, 1997:22).

This section outlines indicators that have been used m other
studies and key analytical and methodological problems.
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| Indicators Used

“Type of Impact e
. | Reaching particular target group level of

~ . | demand for services e.g. number of loans -
R v_d for, repeat Idzins level of savings,
| women’s control over foanuse.

Economic Impacts ';Repayment levels, use of loans for women’s
SO economic act1v1ty, increase in women’s income,
’Women 'S access to’ and control over assets; etc.

elfare Tmpacts . | Decreased household economic vulnerability,
© | improvement in women’s'and household
- | nutrition, increasé-in women’s and family

... .| health, increase in women’s and chlld hteracy,

..+ increased domestic harmony. . :

Social/Political impacts{ Increased confidence and vassertlveness' role in
- | household decision-making, household and

- .| community perceptions of women’s role, access

. t0 networks, W1der polmcal actlv'ty; L

ource Mayoux 1997 23 Box 7

n assessmg econormc and welfare 1mpacts of micro- ﬁnance
rogrammes, there exist both analytical and: methodologlcalv,
roblems. -Financial data is normally: available e.g. numbers
f loans to women, repayment rates, activities for which loans
ere given and at the same time: background information on-
jomen and effectivenessin targeting. - According to-Mayoux
(1997); investigating economic impacts for both women and
é"m'e“n canvbe highly problematic for the followirigvreasons: A

EFunglbxhty problem* Due to fungtbillty of: cap1ta1 trac-
ing the' destmatlon of loans and savil
difficult. R
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¢+ . Attribution problem: Difficulties in assessing the degree
to which any changes in incomes or consumption are due
to micro-finance services, -other income -sources or other
external factors. :

- Restrospective surveys may be unreliable due
to imperfect recall activities of such incomes
or use of credit and welfare. Difficulties will ~
be experienced in identifying appropriate
parameters for comparison. g

- If the analysis is based on statistical cotrelation;
proving the direction of causation will be
problematic. s

¢ Problem of interviewee motivation: There may be lack
of interest and unwillingness to answer lengthy questions. -

¢ Problems in measurement: Further attribution difficulties
may be realised in assessing welfare factors such as health "
and nutritional status since there are many other factors:
apart from income which may affect these, making-
attribution difficult. :

6.1:Assessing Social/Political/Cultural Dimensions:of
Empowerment and Decision:Making within the.
Household. i
The assessment of social/political and cultural dimensions of -
empowerment and decision making at the household level and .
impact of micro~finance have the following constraints
(Mayoux 1997:24).

¢ Interviewee motivation: Womenmay give short “‘correct”-
answers reinforcing stereotype views, and their answers
may vary between interviews.
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S leficultles in assessmg sensitive information on access
' _and control over incomes and assets (participant
observation or group discussions).

:'#  Answers to questions about power and status are

- qualitative and those about family are subjective. There
may be arange of equally valid perspectives. Furthermore,
women’s and men’s interpretation of their contribution to
welfare or decision-making may be radically different and
may be significant in indicating change or lack of change
in gender relations.

¢ External indicators may not correspond to those of
# - women themselves thus failinig to reflect the significance
of women’s‘own choices and empowerment strategies.

* Mayoux (1997:65, citing Hashemni and Schuler, 1993) states
. the following empowerment indicators:

* -+ Freedom of mobility

- e~ Ability to make small purchases

o Ability to make larger purchases

i o. Involvement in major household decisions

Relative freedom from domination by the family

‘e Political-and legal awareness :

““e - Involvement in political campaigning and protests
o+ Economic security and contribution to family support

6.2 Access to Programmes

~It is important to note that there is lack of detailed study of the
-impact.of particular programme ‘strategies. Furthermore,
mpacts are generally assessed for the programme as‘a-whole
and effects of particular strategies only assessed incidentally
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(Exceptions are studies of the Grameen Bank, BRAC and SCF
in Bangladesh). It is possible that negative impacts may give
an indication of a programme’s gender awareness level and-
accountability rather than other problems. It is possible that
due to lack of systematic research on gender awareness,
negative rather than positive trends may be emphasised. "
According to Mayoux (1997) existing patchy evidence does
permit some preliminary conclusions about women’s access.
to programmes and their impacts on women’s lives.

6.2.1 Reaching the target groups
Many programmes reach thousands of women and further -
expansion is anticipated in most programmes (Mayoux, 1997;
Appendix 1)... But available evidence indicates continuing: "
widespread barriers to. women’s access in many programmes -
because of programme regulation and targeting services, which
are dominated by men.. In addition: el

¢ women generally receive lower loan amounts than men; .
 many programmes exclude the poorest women by focusing
on existing women entrepreneurs with proven business
records;
o available evidence 1ndlcates that Women’s groups are -
excluding the poorest and the most disadvantaged womet
particularly in cases where group.leaders are responsible
for ensuring/disbursing loans; and ;
o . there is alinkage between women’s access to programmes
and employment of female staff.

6.2.2 Demand : 3
It is generally believed that micro-finance services addressthe
needs of many women due to the many programmes reporting -
high levels of demand for credit by women. This is not ",

36



IDS Discussion Paper No. 298

necessarily true since there are some: programmes that face
;problems in attractmg rural women : e D

2 3 Women s control over loan use P
esearch indicates that 1 reg1stration of membershlp in'women’s
ames does not necessarily mean women'’s control over loan
‘use or partlmpatmn in decisions abou‘t its use. ‘In Bangladesh
:for instance, the findings pomted out that women were more
hkely to tetain control over loan use when the investment was
1 traditional women’s work e.g. livestock and poultry and
arketmg goods from the household

ack of a ciear relatlonshlp between women’s membershlp
d women’s role in decision about loan use is easily
j"bhshed ‘Evidence exists supportmg the fact that in many
ases, women’ themselves choose to hand their- loan over to
verr husbands. In’ some cases, ‘women sald that Ioan usage
as a Jomt decision regardless of who used it. '

4. Econamrc tmpacts N L ,
fRepayment ‘Thisis the proxy mdxcator used for mcreased

income. Ev1dence indicates the existence of hlgh levels
of femalerepayment compared to those of men in the ini-
tial programme stages and this has led to progresswe tar-
geting of women. However, as we ‘mentioned before,
igher. repayment rates of loans issued to women may not
necessarily indicate erther use of loans by women or that
women have beneﬁted substanttally There are cases of
‘increased domesnc vmlence resultmg from tensions over'
Joan repayment : :
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¢ . Use of loan for economic activity: There are difficulties -

in tracing the usage of loans and savings. withdrawals. -

~ Loans and savings may be combmed with loans from othe

_activities and loans. and savings. are. also used fo.

. consumption. Studies givinga clear drstmctron for all loan:
- “between use for productron and use for consumptlon haVe

to be. treated carefully Ev1dence 1ndlcates that allﬁ

v v:economrc actzvrtres for some women whlle expandrn
. existing act1v1t1es for others W

. Tucrease in incomes: Cases v'evﬁé:is't’of increased income
~and of successful women entrepreneurs. - However
» women s ch01ces about actmty and their ab111ty to increas
_ incomes are serrously constrained mamly by lack of acc
. to other resources for investment, responsrbzht}es fo
~ subsistence, lack of time and low levels of mob1hty a

constramts whlch hrmt access to markets o '

As mentroned above, women’s control over mcome earne
from loan is not necessarily related to Toan use: But this i
generaﬂy detenmned by the exrstmg arrangements within the
household and ‘varies by culture Studies rndlcate that th
hrghest level of control over both loan and income was Teporte
in Vietnam, women belng generaily in- charge of househol'
financial management Generally, men and women may hi
radrcally drﬁ‘erent expectatlons and drfferent views‘on th
respectlve ri ghts and respon51b111t1es “There exrsts negotratlo
and conﬂrct m the control of household 1ncome' c

6. 2 5 We{fare 1mpacts

' the gender division of labour and responsrbrhty wrthm 'th
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- family, women take care of child-related responsibilities, and
 male ill health They forego food i in situations of scarc1ty

b Data supports the fact that much of women’s increased income
.or loans s spent on household consumption and. children’s
- welfare. Even incases where women confrolled most activities
~cand i mcomes (as in Vletnam), men still had more: avenues for
' Tuxury expenditures. There are cases where women’s increased
. -contribution_ to family’ welfare has conslderably improved
: dbmestlc relatzons wh1le in other cases it has 1nten31fied

. 6.2 6 Soczal and pohtzcal tmpacts o X :
- There is evidence 1nd1cat1ng that | programmes have had mder -
ocial and pohtxcai contributions to empowerment asartesult
f both economic activities 1n1t1ated and more focused: gender
trategles Ttis 1rnportant to'note that ‘women vary s1gmﬁcant1y
in what they want and: expect from programmes ‘Some are

thers want access to mxcro-ﬁnance serv1ces 1nc1ud1ng

:1ncreased*<:0nﬁdence; cien T T
‘wider political activity; -

‘role in decision-making; and I
aposmve househo id and commumty percepuons ot women s' N

Progect Impact Indlcators RN
efore -accurate and high quality mformatlon can be glven as

ards the status of an intervention program there has to- bea
election of appropriate indicators capable of trackmg nnpact .
e chmce of 1nd10ators w111 depend among others, on what v
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the concerned parties want to find out and what the information
will be used for:

Sebstad et al. (1995) introduced ‘a practical, ‘conceptually
-grounded approach to analysing the impacts of micro enterprise
interventions such as financial intermediation through village
‘banking, ‘solidarity groups-and other organisational
-mechanisms; market intermediation through subsector
‘programs and economic policy ‘and regulatory reforms; and
enterprise intermediation through management training,
technical assistance, technology services, and the promotlon
'of busmess association. :

:Tzhei'ripreliminary framework used the household as a starting -
point for analysis thus departing from conventional approaches

-to the:study-of impacts. A rationale for this approach is that
_micro enterptises exist as part of a larger portfolio of household -
economic activities, and that decisions with respect to micro -
enterprises - whether made jointly or individually vis a vis -
other members - can be understood more clearly when
considered in relation to options and trade-offs within the
overall household economy. These decisions have broader
implications for households because micro enterprises depend -
to varying degrees on their households for capital, labour and
‘other 1nputs Accordmg to them, a household approach no
only 1 lmproves our understanding of dynamics and impact
the enterprise level, but also allows us to widen the 1mpact‘
'lens to c0n51der 1mpacts beyond the enterpnse

In. order to explore how mICI‘O enterpnse mterventlons affec
'change wnhm the parameters of their conceptual approact
Sebstad et al.. identified “impact. paths” for household
'enterpnses, 1nd1v1duals and for' communities. To measur
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change along each of these paths, they identified domains of
impact, markers of change within each of these domains, and
mediating processes that 1nﬂuence change. These domains of
impact of MSE interventions. can be analysed at the household-
enterprise, individual and community levels L

The followmg sectlon focuses on domams of 1mpact of MSE
v 1ntervent10ns - v v

v7 1 Domams of Impact at the Household Level

7.1, 1 Changes in household income

“Changes in household income can be vxewed in terms of the

-amount, sources and seasonality.of household income, which
*may significantly affect how households meet the basic needs

. of members and accumulate surplus income to mvesvt iatc:

7.1.2 . Expenditures on household consumption - ..
“Food and debt repayment are typical household consumption
- jtems. Increased expenditures on food may suggest improved
- nutritional status and well being of household members and
~an overall reduction in the indebtedness of a household may
have a dlrect bearmg on its: level of secunty '

' :"7 1.3 Assets

Q'Assets mclude savmgs ‘or financial capxtal productlvef'
investments, such as micro enterprise activities, which generate
~future flows of income; real property | such as land and housing
~and infrastructure; other physical assets such as Jewellery,
" 'machinery; and durable household. goods as well as other
~ components of production. Other assets that are more
" intangible, though nonetheless 1mportant include: human
: lcapltal whlch 1ncludes educatlon, skllls tralmng, ‘work
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experience, health as well as‘all the other qualities of humans
that make them resourceﬁ.ll in a variety of situations.

7.2 Domams of Impact at the Enterprlse Level

7.2.1 Resource base

The resource base of a micro enterprise can be cons;dered in
terns of capital, labour, assets, and 1nputs

¢ Capital: Sources of finance for fixed or worklng capital
can include savings, retained eamings, or loans from in-
formal or formal sources.

3 Lab‘our: Micro enterprises depend largely on-their
households for labour. However, depending on the size,
type of enterprise, and stage of development, they may also
use labour from outside the household, including full-time
wage employees,-apprentices, part-time workers, causal
labour; or seasonal workers. Skill levels vary and workers

- can be either unpaid or pald on a daily, monthly, or piece-
rate basis.

¢ Assets: At the enterprise level, assets can be divided into
three groups: fixed assets, including land, premises,
machinery, equipment and tools; current assets, including
raw materials, unfinished products, goods for sale, supplier
credit; customer debt, cash in bank, and cash on hand; and
intangible assets including security of tenure and access to
on-site services., The productive capacity of an enterprise
is influenced to a large extent by the size, composmon
and quality of the asset base.

.’ Inputs: Inputs of | production include raw materials for
the production of micro-enterprise goods or services or
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stock for sale by micro enterprises. The productive capacity
of an enterprise is further influenced by the mix, source,
quality, availability; and price of inputs.

7.2.2" Production processes »

Production processes can be analysed in relation to the voiume,
mix and quality of outputs. Theyare influenced by the use of
technology, including equipment; tools, products, processes,
materials; and skills.-Changes in the use of technologies affect
productivity and profitability of micro enterprises by:
increasing the pace of production; reducing labour time;
substituting cheaper materials; lowering fuel costs; increasing
efficiency; improving the selection and-organisation-of
equipment, tools, and labour; or improving the quality,
consistency, and reliability of outputs.

7.2.3 Management

Management, including both formal and informal practices
related to record keeping, cash management, use of bank
accounts, debt management; and inventory and stock control,
influences costs and efficiencies at the enterprise level. It also
reflects the capacity of an enterprise to plan ahead.

7.2.4 Markets
Markets are critical in determining the viability and profitability
of a micro enterprise. Access to markets is:influenced by
.. market information available to a:micro entrepreneur; or by
=" the location of an enterprise relative to its market. Access is
affected by the time and spatial constraints of-a micro
l entrepreneur, and by the availability, costs and reliability of
transport.: Access also depends on the capacity of individuals
or:groups to‘overcome barriers to entry in markets controlled
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by monopolies, €lites, or particular ethnic or gender groups.
The stability of markets depends on the subsector of activity
and is influenced by economic conditions and policies. Market
size is determined by ease of entry, the level of competition,
and linkages of the market to growth sectors of the economy.

7.2.5 - Financial performance

The financial performance of an enterprise can be measured
by changes in the amount and stability of income. Income is
the basis for measuring enterprise profitability, which
represents the relationship between enterprise outputs and the
market. Sebstad et al. (1995) advised however that income
should be measured with consistency and care, and should be
used in conjunction with other indicators to provide a fuller
picture of change.

7.3  Domains of Impact at the Individual Level
Individual level impacts are important because benefits accrue
to individuals through their direct participation in'micro
enterprise programs and because there are collateral benefits
and effects to other individuals in the family: Three kinds of
impact relevant to micro enterprise programs were identified:
Control over own resources; greater leverage in household
decisions; and involvement in the community.

73.1 . Control over own resources ‘
Within this domain it-is important to observe whether:
individuals have achieved greater control over their own
resources, including their labour time, their labour power, their -
assets, their means of production(land, tools, and work space), -
their output, and the proceeds of their output. This'is
particularly relevant for women who, generally speaking, have -
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_much less control over resources and over their own labour
Ithaﬁn' men as a 'result 'of 'theif 'répr'oducti\'ie“rdle‘s and obligations.

. 3. 2 Levemge in housekold deczszons o

reater leverage in household demsxons 1mp11es greater access
‘to household resources such as labour and capital, which may
¢ needed within one’s micro enterprise activity. There is
'1de3pread evidence that ‘an expanded -economic role of
women: szgmﬁcantly affects their overall status and bargaining
osition within the households (Brydon and Chant 1988
_Hlllhorst and Oppennoorth 1992) : :

ashem1 and Schuler S (¢ 1993) study of Bangladesh women
entioned three areas of decision-making that reflect
mpowerment within the household: the ability to make small
fpurchases such as items used in dally food preparation; the
-ability to make large purchases such as food for the household,
rﬂhousehold utensils; and involvement in major decisions,
ich ; as whether to:buy land or to purchase livestock. - These
ree areas of decxslon—makmg affect not only the welfaxe of
e mdnndual ‘but in.all hkehhood the welfare of other
ousehold members : AR

3, 3 Commumty parttczpatton G '
~third kind of impact addresses the relat1onsh1p of the

idividual to the community. In those societies where
aditional gender relations prevent women from moving about

eely, their options are severely limited by lack of information

1d access to services. Knowledge of ¢ one’s rlght within society

equently is obtained through others. Such knowledge helps

ne to make better decisions that wdl affect one’s future and

e future of one’s‘dependants. - A
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Through social networks and civic organisation, individuals
become linked to the wider community through which they =
bécome knowledgeable about economic options and
opportunities. Those who have gained such information, =
particularly women, may also see their status within the
household improve as a result. e

7.4 - Domains of Impact at the Community Level 7
The impacts of micro enterprise interventions at the community - -
level include both primary and secondaryeffects of changes; -
which occur at the household, enterprise, and individual levels: - -3
Primary effects result directly from micro enterprise
interventions as in the case of employment of non-family
workers. Secondary effects are more diffuse; many result from -,
the forward and backward linkages of enterprises receiving:
micro enterprise assistance. ’

7.4.1 ... Net increases in employment at the community level
While many micro enterprises rely primarily on family labour
at start-up, with ‘increased profits they become more able to:
hire paid labour. ‘The transition to paid labour is an important
one, which has implications for the individual and community:
Net changes in employment within communities is a prunary
impact of micro enterprise interventions. '

Measuring increased employment-at.the: enterprise level.is
relatively straightforward, while at the community level it is
challenging. Sebstad et al. (1995) suggested:obtaining ‘proxy
measures of net change in employment by studying:the
employment history of new workers in micro enterprises, to
find out if they were previously employed, and if so, whether
their status has changed (from unpaid to paid; part-time to
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fuli-time; or casual to regular).” This type-of information can
- .show both increases in unemployment and changes in the
quality of employment.

. 14.2  Net increases in income at the community level

One way to estimate the economic benefits of micro enterprise

s interventions to communities is to ‘estimate how much new

money is coming into the community from the outside (through

' the sale ‘of goods and services outside the community) and

L how muchis being retained that formerly left (through the
local purchase of inputs of consumer goods).

2 7.43 ' Forward and backward linkages to other community
businesses ‘ ,

- Net increases in both employment and income ‘at the
- community level can be achieved through primary changesat
the enterprise level, or through secondary changes in other
community enterprises that micro enterprises buy from
i (backward linkages) or sell to (forward linkages). Identifying
new linkages is relatively straightforward-and this information
can be obtained through interviews with micro' enterprise
owners. Assessing income and employment effects of new
business activity stimulated through forward and backward
linkages is more complicated and not practical in the context
of most impact assessments, ’

@7.4.4 Civic participation

Groups or associations organised to benefit the larger
community or public interest represent an additional
community level impact. Such groups may form to overcome
;common obstacle or they may evolve from socially oriented
groups that recognise their common interests. Hence, a fifth
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community level impact is the degree to which micro enterprise-;"fxi
interventions enable entrepreneurs to mobilise for the purpos
of promoting change to benefit the wider community.

7.5 .Conclusion
. This section has focused on Sebstad et al.’s (1995) indicat
-of impact of micro enterprise interventions which are seen

very comprehensive. However an impact study does not

to focus on all the variables identified by Sebstad et al.
NGOs think is important to track will depend on the spe
intervention, the aim of a particular inquiry, what inform

is considered essential, the location of the program, avai
_resources and manpower and commitment to evaluatio]

8. General Conclusion
This discussion has brought out the importance o
assessment for MSEs and the conventional and pamcz
vframeworks and their complementarity in impact-a
Of the tools used in impact assessment, stakeholder
v and wealth ranking were discussed in detail. Issues i
_assessment such as attribution, fungibility and gend
- were exammed with emphasis on MSEs. In short, the
- impact. assessment have been laid out. It is now up
“researchers and practitioners to use them to pro
_information needed to design and 1mp1ement be
interventions.
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Notes

* This paper was prepared as background for impact as-
sessment studies to be undertaken by the Research, Monitor-
ing and Evaluation (REME) project, which was funded b
theUK’s Department for Intemational Development, throug
its British Aid to Small Enterprise programme. The paper it-
self has been the product of many hands. The seven author
reviewed- and -digested the growing literature on impact as-
sessment to provide a summary that can be used by academi
researchers and practitioners. Dr. Preston Chitere wove th
group’s contributions into a coherent whole. Dr..Chitere, Dr.
Benjamin Okech, and Professor Patrick Alila reviewed th
draft. Dr. Dorothy McCormick, as REME Coordinator, serve
as.overall content editor. Mary Randiki assisted with typin
and technical corrections. Finally, Professor D. Okoth Okomb
provided the copy-editing that has brought the paper to its fi-
nal form.
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