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Executive Summary

The availability of financial services for poor households is an important contextual factor in the achievement of the Millennium Development Goals (MDGs) through facilitating poor people, typically poor women, to protect, diversify and increase their sources of income1.  Concern Universal Microfinance Operations (CUMO) is one of the only MF institutions in Malawi serving exclusively rural and difficult-to-reach areas. Its goal is “to improve the livelihood security of resource poor households in rural areas”, with a target of “5% yearly increase in clients livelihood status for CUMO clients as compared to non-clients”2.   As with many MF organisations, CUMO operates a group guarantee system and requires its members to save prior to accessing loans.  

The key hypothesis underlying this impact assessment was:

 “CUMO contributes to the achievement of the Millennium Development Goals in Malawi through 

1) Reducing poverty in Dedza District (MDG1)

2) Increasing access to education for client’s children (MDG2)

3) Promoting gender equality and empowering women (MDG3)


4) Increasing access to health services  (MDGs 4,5 and 6)”

The key indicators that were reviewed to assess the validity of this hypothesis were constituents of:

· Physical Capital: e.g. housing, asset accumulation, clothing

· Natural Capital: e.g. land cultivated, livestock 

· Financial Capital: e.g. savings, business volume, sources of income

· Human Capital: e.g. education of children, health

· Social Capital:  e.g. confidence

· Livelihoods outcomes:  e.g. food security, increased incomes

The assessment used a mix of quantitative and qualitative methodologies, with a quantitative survey aimed at assessing the degree and direction of change among CUMO clients and non-clients and qualitative methods assessing the ‘why’ and ‘how’ of such change. To do this, results from CUMO members were compared with those from a comparison group comprising:

1) Respondents from an area in which CUMO intends to work, but has not yet started (providing a comparison of baseline characteristics)

2) Respondents who were interviewed in previous surveys (2003-4 and November 2004-January 2005) for CUMO and who are not, and have not been, clients (providing a comparison to assess the degree to which changes in livelihoods are due to CUMO and which to external factors)

There were no significant differences between the demographic characteristics of the CUMO members compared with the comparison group that would affect the outcomes of the impact assessment.  

The results demonstrated that CUMO is providing financial services to a highly under-served population.   In 2006 only 13% of non-members had access to savings facilities and 6% to loans, resulting in limited opportunities to protect against shocks to the household and to invest in business.   Nearly three quarters of CUMO members reported that they used their loans exclusively for business purposes and a further 14% used them for a mixture of business and household needs.  

The impact of accessing CUMO loans is positive.   On average CUMO members in both 2004/5 and 2006 had higher asset scores for all asset types than non-members; scores for 7/10 asset types in both years were significantly higher for members than non-members at 95% confidence intervals.  Perhaps more importantly, the increases in asset scores between the two years were higher for members than non-members for all assets other than levels of confidence; changes in mean asset scores, household assets and livestock were significantly higher.  This implies that improvements in livelihoods can be attributed to CUMO rather than to external factors.  

The qualitative findings demonstrated a similar pattern, with the majority of respondents feeling positive about CUMO and clearly attributing positive changes in their livelihoods to accessing loans, to being introduced to the discipline of savings and to having those savings as a buffer against shocks.  There were others, however, who had clearly struggled with their loans, perhaps having taken too large a loan or taken it at the wrong time and who had had to sell assets to make repayments.  

The results indicate that CUMO has contributed toward the achievement of MDGs, at least within Dedza district.   The poverty of the majority of members is being alleviated, as witnessed through increased income and increased capital.  Food security for the majority of members, in terms of grain, vegetable and livestock production has also increased.  Access to education for member’s children has improved, even for those who do not require school fees.  Members reported that children were better fed, had books, pens, clothes and shoes for school.    

CUMO does seem to contribute to gender empowerment.  It has a policy of ensuring that groups are 80% female, to ensure that women have access to capital.  While male CUMO members are typically better off across all asset types than their female counterparts, female CUMO members had higher asset scores than their male and female non-member counterparts, indicating that female members are gaining substantial benefits.   The qualitative research, which had more opportunity to explore these areas, found that women are gaining respect in their households, their families and their communities, because of their increased access to and use of finance.  

CUMO has made some contribution to increasing access to health services.  Working in an HIV endemic country, it has a policy of allowing a member who becomes sick to nominate a member of their household (a proxy member) to take on the loan to enable them to continue running the family business.  The absolute state of health (measured by how often people were sick in the last year) was seen to been better among members than non-members, which appears to be largely due to improved diets.  CUMO membership also does improve access to health services, enabling many to get better quality fee-paying care.  Improved access does not stop among the members themselves however, but is also shared with others in their community through the provision of timely finance when someone is sick.  There are also some unintended negative side effects that may affect health status in the longer term.  Some of the comments on improved diet focussed on how they could eat more chips, salt and sugar, so while it is good that they have access to more variety, they may be storing up longer term chronic health problems.   

In conclusion, CUMO does appear to have improved people’s livelihoods in terms of all types of livelihood capital (physical, natural, financial, human and social).  This in turn has meant that they have contributed to the achievement of MDG aims.  It is not possible to assess the degree to which they have contributed to the achievement of MDG targets in Dedza district as targets at this level have not been established.  

It is also important to note that CUMO has established sustainability at least with some elements of its methodology.  Many groups have seen the value of internal savings and loans and could operate such a scheme even without CUMO.  For some, their savings will provide them with an extra capital injection for their business if loans stopped being made available to them.   This is not to undervalue the accessibility of CUMO loans, however, which have clearly enabled many members to expand and diversify their businesses.  

It is very positive to see that CUMO has already started responding to some of its clients needs, for example with agricultural input loans and piloting established groups with proven good repayment histories to move to monthly repayment.  This demonstrates a good pattern of communication with clients and an awareness of their needs.  Recommendations for CUMO’s further consideration are included in the report.  
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