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The objectives that MFIs may have can be different in scope and nature. They can refer to more
general and broader problems that during the research will be further defined. An example of such
broader issues may be: to explore reasons for low demand, identify reasons for delinquency problems,
etc. On the other hand, we may come up with a very narrow objective like exploring alternative ways
of collateral for business loans. Contrary to the exploration, we may want to determine the certain
frequency or magnitude of a problem (e.g. how many people will be interested in using a consumer
loan) or find out about different cause-and-effect relationships (e.g. how people’s perception of the
institution will change, what new clients the institution will attract if it reduces the price, what the
impact is of an MFI intervention, etc.).

Box 1: From Opportunity Identification to Detailed Research Questions,

Demos

Having identified an opportunity to move into a new area, following donor-funding availability,
Demos had serious doubts whether to do it since it had been heavily dependent on grant funding.
As a small institution with limited capacities, Demos wanted to explore whether the potential
existed to move the currently offered business loan to a new area targeting a group of clients similar
in characteristics. The research objective was to explore the needs and demand for business loans of
microentrepreneurs in the new area. To address this issue, Demos identified that it needs to provide
information to answer the following questions:

1. The market for products (demand)
*  What businesses are in the area and what is the demand for their products?
¢ Which and to what extent is the formal industry developed?
*  What is the potential for new businesses?
*  What are the linkages with outside markets?
2. Financial landscape
e What are the formal financial institutions that exist in the area?
*  What are the semi-formal financial institutions that exist in the area?
¢ What are the informal financial institutions that exist in the area?
e What is their accessibility to the local population? How has this changed?
e What is their image and importance?
3. Credit mentality of local population
e What is the access to grants? Who has access to grants? What are the future prospects of grant
activity in the area?
¢ What are the sources of borrowing money?
e What are the terms of borrowing money?
*  What is the popularity of borrowing money and the attitude toward credit?
¢ What are the other financial needs and behaviors of the local population?
4. Environmental factors
\ e What is the population density?
¢ What are the demographical factors?
e How developed is the infrastructure?
¢ How much is weather a factor? Seasonality?
¢ How is the legal environment?
5. Entrepreneurial spirit
6. Capacity to repay
. e What is the profitability of different businesses?
e What are the sources of income? Are they diversified? What is the income volume? What is
| the income flow, seasonality?
e What are the types of expenditures? (diversification, volume, flow, seasonality)
*  What assets do people have? (physical, financial, human, social, etc.)
*  What are the problems/needs and how do people cope with them?
7. Product terms and delivery adjusted to the needs of local population
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Ste Three After we have clarified what the objective of our study is, we need to consider what information we

. will need to be able to address our research problem. In other words, we have to disaggregate the

Identifying Detailed research objective into more detailed sub-objectives or questions. Such decomposition is helpful to

Research Questions see the different components underlying our problems (investigated issues) that need to be understood,
verified and/or answered during our research.

(Information Needs)

Box 2: Research Issue and Objectives, Polish Rural Foundation

The two-year-old Polish Rural Foundation Microlending Program (Fundacja Wspomagania Wsi
Program Mikropozyczkowy - FWW PM) has swiftly delivered its program, particularly to the
Polish countryside. Its initiative has been met with interest from the Polish rural population,
however, the intensity of the program’s popularity has not been the same everywhere. Notably, the
program seemed to be less popular in northwest Poland — an area of high concentration of former
state farm (PGR) workers.

The research issue was to providle FWW PM staff with information about target population
needs for the financing of their enterprises as well as to clarify what motivates people to join the
program in northwest Poland. In particular, the research team involved the FWW PM staff and
management to define goals and discuss issues of particular interest. As a result, the following
research questions have been identified:

*  What motivates people from the local community to start business?

*  What are the financial needs of the local current, and potential, small entrepreneurs?

*  What motivates people from the local community to join the microcredit program of FWW?
* How to adjust FWW PM to the needs of the current and potential local small entrepreneurs?

Box 3: Research issue and objectives, Prizma

Since its inception, Prizma has embraced social performance and financial sustainability as core
values, which has led to the constant clarification of the essential indicators of its effectiveness
as a social enterprise. The lack of reliable welfare data about its target population in post-war
Bosnia and Herzegovina was the biggest obstacle for Prizma identifying its target clientele and
consequently adapting its services to existing needs. The only way to consider this issue was to
conduct a small-scale exploratory research with the following objectives:

1. What are the robust criteria to defining the poverty level in Bosnia and Herzegovina? Take into
consideration:
¢ Income and non-income measures, asset ownership, availability and access to cash,
vulnerability level and current coping mechanisms, ability to address basic needs,
differences between rural and urban areas, etc.
2. What are main characteristics of Prizma’s target group?
* Who are we reaching?
* Why some target people are included and some excluded?
3. What are the financial needs and demand for financial and non-financial services of Prizma’s
target group?
*  Which needs are the most important?
¢ To what extent does Prizma satisfy these needs?
*  Why high-stress coping mechanisms are applied and to what extent they can be replaced by
financial services?
¢ How flexible are existing Prizma services?

Once we have disaggregated the research objective into questions, the next step is to assess which

information is already available. Information mapping is about reviewing different internal and

external secondary sources of information with relation to our detailed research questions. Very

often forgotten secondary sources provide information at a very low cost and help further narrow

. . information needs. As a result the scope of the primary research is reduced making it more focused,

Identlfy Informé[lon /' manageable and less costly. At the same time the risk of producing low-quality outputs is reduced.
aps
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Box 4: Mapping Available Information and Identifying Gaps, MDF Kamur;j

MDF Kamurj decided to expand its operations to rural areas because of the growing saturation of urban microfinance markets
in Armenia that stopped MDF Kamurj growth in 2002-03. Given the fact that MDF Kamurj was typically an urban MFI with
very limited knowledge about rural areas and the agriculture sector its management decided to conduct exploratory research by its
own. The research issue was defined as follows: identify needs and opportunities (and estimate demand) for financial services
for farmers and (micro) entrepreneurs (and their families) living in rural areas of Northern Armenia that are manageable
(risk control) and advantageous for MDF Kamurj. The detailed information needs that were identified are included in the table
below.
The list of research objectives for exploring rural needs and opportunities prepared by MDF Kamurj is very comprehensive.
No practitioner can afford to cover all the areas of interest by primary research. Thus, it was necessary to further narrow the
objectives for primary research by identifying priority information gaps.
Current . Identified Identified as
Relative -
knowledge . as priority secondary
. . . 1importance Lo L.
Detailed information needz (secondary for MDF objective objective
data . for primary for primary
Kamurj
sources) research research
What is the general socio-economic situation in rural areas?
village socio-economic profiles medium high +
favorable conditions for agriculture lending high medium
infrastructure level / legal and regulatory environment high low
What are main rural enterprise sectors?
development prospects and risks associated with main rural enterprise medium high +
sectors
level of business diversification medium high +
access to input and output markets medium high +
seasonality of typical business sectors high high
‘What is the financial landscape in rural areas?
main credit schemes and their design, popularity and importance low high +
potential main competitors for MDF Kamurj medium high +
savings behavior and what are the main savings schemes and their . .
. . . medium medium +
design, popularity and importance
knowledge about insurance and available insurance schemes medium medium +
What are the household and enterprise needs and capacities for financial services?
business opportunity needs low high +
housebo]d sources of income, asset ownership and repayment/saving low high +
capacity
general seasonality of household cash-flows, financial needs and .
.. low high +
capacities
life-cycle needs low low
emergency needs low low
consumption smoothing needs low low
What are the preferences regarding financial services?
spe(;lﬁc preferences toward the 8 P’s and the importance of specific low high .
attributes
“wants” (demand) for specific products medium high +
attitude towards borrowing, insuring, saving medium medium +
level of solidarity and mutual trust medium medium +
What are promising target-market segments?
characteristics of specific market segments low high +
That way, MDF Kamurj prioritized its information needs and came up with a narrowed list of six core objectives for primary
exploratory research. Some other areas that were covered by secondary sources and/or were relatively less important for MDF
Kamurj were either identified as secondary objectives that can be covered by “side” information collected through discussions on
main objectives or deleted from the list.
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