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1 Objective

To provide a clear methodology to perform a baseline survey on a specific zone of slums prior to the launch of micro finance activities.

2 Area definition

The area where the organization plans to develop new micro finance activities has to be clearly identified on a map.

A defined area might be a very homogeneous slum area, with no particular differences between its various parts. In this case, the whole area will be surveyed as one entity.

In other cases, as the surveyor discovers the area, he / she may possibly identify certain characteristics which differ from one zone to the next, and make it heterogeneous. This could be due to:

· Different types of constructions;

· Differences in available infrastructure (water, electricity, etc.);

· Different levels of accessibility (far from the road, uphill, etc.);

· Difference of structure (market area, residential area, high density, low density, semi-urban, etc.);

· Etc.

Based on these observations, the surveyor would then define homogeneous zones within the total area (up to three or four zones), and the study will be conducted on each of these zones.

3 The survey

3.1 Defining samples 

The surveyor will study the area in order to get a fair estimation of its demographic features – for this, he / she will collect the following data:
· Number of Houses;
· Construction type;
· Is the slum legal?
· What is the age of this settlement?
· …
Please see appendix 2 (“mapping” in the baseline survey analysis) for the model used for data collection. 
After estimating the size of the population in each zone, the surveyor will determine a critical sample size. This “critical size” must be equivalent to at least 0.5% of the estimated population of the most populated zone – furthermore, the samples should never be smaller than 20 persons. All zones within the area must have a equal sample sizes.

Example:

In this example, Sub zone 3 is the largest in terms of population and will determine the sample size for all zones: 8000x0.5%=40.

	Zone Name
	Estimated Population
	Sample size

	Zone 1
	2,000
	40

	Zone 2
	5,000
	40

	Zone 3
	8,000
	40

	Zone 4
	1,500
	40

	Total
	16,500
	160


3.2 The questionnaire

The questionnaire is divided into 7 sections that aim to gain good understanding of the socio-economic background of the interviewee (called the individual); it is administered individually.  It contains 41 items and can be completed in approximately 10 minutes.

The 7 sections are as follows:
1. Data on the individual: Gather information about the personal & social background of the individual.

2. Poverty level assessment: Through 7 criteria (food, health, housing, education, documentation, economic activity of the individual & financial status of the individual), the aim is to categorize the social level of the individual on a scale ranging from 1 to 7.

3. Economic status: the professional situation of the individual.

4. Income: the level and the stability of income of the individual and her/his family.

5. Savings: the level of savings of the individual and his / her capacity to save.

6. Financial Services & Trainings Needs: aims to measure the individual’s needs for financial & non financial services.

7. Comments: this section is for collecting any additional free comments made either by the individual or by the surveyor.

3.3 Gathering field data
3.3.1 The objective
The data that will be collected should enable the programme to answer the questions that arise before launching microfinance activities in a given area:
· What share of the area’s population falls in our target population (is it worthwhile starting our activity on the zone?);

· What are the needs of the area’s target population in terms of services (loan, savings, trainings, what conditions, etc.);
· What are the operational requirements for starting activities in the area (equipment, branch office in the zone or not, staffing);

· What are the available financial resources (revolving fund, financing).

All the data will be collected on the field through a questionnaire (appendix 1).

3.3.2 Competition analysis 
The analysis of competitors aims to give information about the current microfinance activity on the surveyed zone. It is a crucial part of the baseline survey as it will show whether the area is free of microfinance or on contrary saturated, whether some segments are still unexplored and, at the end of the day, whether it is worth starting an activity on the zone or not.

Data on other microfinance actors is available from various sources:

· Actors’ material (pamphlet, board, etc.);

· Actors’ clients;

· Other inhabitants of the zone that have been approached by an actor;

· Other organizations present on the area, that work in a different field.

Information on competitors can be gathered in tables like these:

	Name
	Products
	Age of the organisation
	Type of organisation
	Size of the organisation
	Anteriority on the zone

	
	Loans
	Savings
	Trainings
	
	
	
	

	XYZ
	Y/N
	Y/N
	Y/N
	x years
	CCS, Bank,…
	xxx people
	x years


	Product name
	Processing fees
	Membership fees
	Interest rate
	Documentation needed
	Particular Conditions

	Loan A
	x Rs
	x Rs
	x.x% flat/m
	Ration card, etc.
	Upfront savings collection, loans limits, minimum amount required on account, etc.

	Savings B
	x Rs
	x Rs
	x.x%/year
	
	


Once all data is collected on the competitors that are present in the area, the latter should be classified into three categories that will characterize their nature:

1. Direct competitor: organisation offering the same products on the same market;

2. Substitute competitor: organisation offering different products satisfying same or similar needs;
3. Potential competitor: organisation that can become direct or substitute competitor in a close or mid-term future.
Classifying competitors will help clarify ideas on whether it is worthwhile starting activities on the surveyed area.

Indeed, some organizations may decide not to step in an area were possible direct competition is detected. Or they may consider that an area with no competition offers a high potential and should be covered in priority. Others will find out that a direct competitor on the area is actually neglecting a market segment; after meeting this possible competitor, an agreement can be reached so that each organization can work on their respective segments. 
This actually all depends on what is the strategic line of the organization that is considering entering a new area.

4 Analyzing the results 

4.1 The encoding tool
All data from all questionnaires will be encoded into an Excel spreadsheet which is designed to compile all the collected data.  This tool will enable the surveyor to get all kinds of results: global percentages, crossed tabulation, etc. 
These results will be computed directly in Excel (see appendix 2) and will allow the surveyor to obtain information directly that will form the base of an analysis report. This report contains accurate information on socio-economic background of the surveyed population (origin, religious break-down, mobility of the families, income level, financial habits regarding savings and loans, etc.) as well as results reflecting the potential relevance of starting loans, savings and trainings activities.
4.2 Conclusion

The decision to enter a given area or not will be based on the analysis of the data collected on the filed, and on the analysis of competition locally.

If the organization decides to launch activities in the chosen area, it will prepare financial projections using MicroFin software or any other financial projection tool.

5 Appendices

· Appendix 1: Questionnaire (word document)
· Appendix 2: Baseline Survey analysis (Excel spreadsheet)
Mapping: lists the data that should be collected on each zone in order to get an estimation of its demographic features

Encoding Z1, Z2, …: these worksheets are used for encoding the answers of all questionnaires.

Results: this last worksheet automatically computes the compiled results of the survey.
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