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While there is much anecdotal evidence on the impact of microfinance, there have been few rigorous assessments of the extent to which microfinance has improved the lives of beneficiaries. To avoid issues of non-comparability between microfinance clients and non-clients, this project uses a randomized design to examine the impact of Spandana’s microfinance program in Hyderabad, Andhra Pradesh on income, consumption, financial services usage, asset ownership, business scale and profitability, and intra-household decision-making. This study will provide an understanding of the effects of a microfinance program at the household level and the usage of financial services in particular, which could lead to better financial services product design and the development of complementary non-financial services interventions at the household level. The final aim, of course, is to maximize the impact of microfinance. 120 slums, where Spandana was planning to expand its microcredit program, were selected for the study.
Program Description

Spandana is a Non Banking Finance Company (NBFC) committed to strengthening significantly the socio-economic status of poor women in rural and urban areas by providing technical and financial services on a continued basis for establishing their identity and self-image. It has adopted a joint liability model to deliver microfinancial services to over 800,000 poor women. It operates primarily in Andhra Pradesh. 

In addition to the joint liability products, Spandana also offers consumption loans and recently started offering individual loans with daily repayment. Basic group loans start at Rs 7,000 with a one year repayment period. Early repayment is possible, and an additional Rs 2,000 is available after six months. 

Spandana began urban operations in Hyderabad in 2005. 
Key Findings from Baseline Data
Before detailing the baseline results, it could be good to provide a little background on the loans received by households in slums around Hyderabad. 60% of surveyed households have at least one outstanding loan, and 46% of the households have more than one outstanding loan. The average loan size was Rs 20,000 (median was Rs. 10,000) and the average interest rate was about 80% a year. 
Loans received in these slums rarely came from commercial banks or MFIs, and instead mainly came from the following sources: 

· Moneylenders (49%)

· Friends or neighbors (28%)

· Family members (13%)

When people were asked why they took out the loans, business creation or expansion were both not near the top of the list. People took out loans for other pressing needs, as the numbers below indicate:

· Health expenses (17%)

· Marriage (13%)

· Temporary difficulty (10%)

· Home construction (10%)

· Consumption (10%)

· Start a new business (7%)

· Business expansion (1.33%)

It’s very possible that credit is acting partly as a substitute for insurance. Virtually none of the households have health insurance, and 40% needed to spend Rs 500 or more on health in the last year. Moreover, the average health expense was Rs 7,500 (median Rs 3,000), and about 60% of households with a sick member needed to borrow money to pay for related health expenses.

Endline Results Forthcoming
The end-line survey was completed in the fall of 2008 and data analysis is currently being conducted. We are expecting the full results to be finished by the end of February 2009, but plan on sharing some early results during this conference.
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