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Executive Summary 
 
 
The widespread prevalence of HIV/AIDS in sub-Saharan Africa adversely affects millions of 
households. In recent years, microfinance has been proposed as a strategy to help the households of 
microentrepreneurs respond to the negative economic impacts of HIV/AIDS. This attention to the 
potential role of microfinance builds upon earlier research that shows that microfinance institutions 
(MFIs) that charge commercial rates of interest and use sound business practices can become 
operationally self-sustainable (Christen 2000) and help improve the lives of the poor and 
vulnerable non-poor (Sebstad and Cohen 2001). This type of MFI generally offers small-sized 
loans, often combined with savings services. An MFI may also offer business management 
training, health and nutrition education, and other types of services.    
 
This study, conducted in Zimbabwe, sought to better understand the relationship between a 
microfinance program, Zambuko Trust, and how microentrepreneurs’ households cope with the 
impact of HIV/AIDS. The study also examined how HIV/AIDS is affecting Zambuko’s operations 
and what MFIs can do to lessen the impact of HIV/AIDS on their clients and operations.  
 

 
Study Methodology 
 
The study involved reanalysis of survey data collected under USAID’s Assessing the Impact of 
Microenterprises Services (AIMS) Project (Barnes 2001). The AIMS assessment focused on 
Zambuko Trust, a nongovernmental organization (NGO) that provides small-sized loans and 
business management training to Zimbabwean microentrepreneurs. The survey covered 338 
Zambuko clients and 241 matched non-client microentrepreneurs who were interviewed in 1997 
and re-interviewed in 1999. The non-client respondents were randomly selected among those who 
met Zambuko’s basic eligibility criteria,1 and non-clients were matched with clients according to 
gender, enterprise sector, and neighborhood.  
 
Because of the sensitivity of the topic and the difficulty of measuring directly whether households 
are affected by HIV/AIDS, proxy indicators were used to classify the survey respondent 
households as HIV-affected or non-affected. The proxy indictors included chronic illness of an 
adult household member, death of an adult household member, and absorption of orphans or sick 
persons into the household. 
 
The respondents resided in Harare, Chitungweza, Bulawayo, and Mutare. The survey data were 
supplemented by focus groups in these same urban areas with 140 randomly selected Zambuko 
clients and with 33 Zambuko loan officers and branch managers in late 2000 and early 2001, and 
by interviews with senior managers of Zambuko. At a September 2001 forum in Harare, 

                                                 
1 The individual must own an enterprise that is at least six months old, not be employed full-time elsewhere, 
and not have a loan for their enterprise from any other source. 
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Introduction 
 
 

HIV/AIDS is a major crisis in sub-Saharan Africa, adversely affecting millions of households. In 
recent years, microfinance has been proposed as a strategy to enable households to respond to the 
negative economic impacts of HIV/AIDS. This attention to the potential role of microfinance 
builds on an earlier focus on microfinance as an approach to improving the lives of the poor. That 
focus was accompanied by attention to the sustainability of microfinance services provided by non-
governmental organizations, through charging commercial rates of interest and using sound 
business practices. This type of microfinance institution (MFI) usually offers small-sized loans, 
often combined with savings services, to microentrepreneurs. MFIs may also offer business 
management training, health and nutrition education, and other types of services.  
 
Recent studies of microfinance programs have documented that most of the clients hover around 
the poverty line, above and below it. MFIs provide a valuable source of credit for these households. 
Some programs reach the very poor, but normally they are not the main group accessing the 
services. Recent impact studies have documented the positive impact of MFI programs, but the 
impacts have often been more modest in scale than often assumed (Sebstad and Cohen 2000; 
Barnes 2001; Dunn and Arbuckle 2001; Chen and Snodgrass 2001).  
 
This study responds to the need for empirical data to better understand the effect of HIV/AIDS on 
households and the role of microfinance in enabling microentrepreneurs’ households to respond to 
the negative economic impacts of HIV/AIDS. The study also discusses policies and activities to 
mitigate the vulnerability of MFIs and their clients to the economic impacts of HIV/AIDS. A 
number of other issues related to the potential of MFIs to mitigate the impact of HIV/AIDS are 
beyond the scope of this study, such as training individuals to become microentrepreneurs, and 
savings services for the poor. 
 
 
Objective  
 
The main objective of this exploratory study is to better understand the relationship between 
microfinance programs and microentrepreneurs’ households coping with HIV/AIDS. The 
following key questions guided the study.  
 
• To what extent are microentrepreneurs’ households affected by HIV/AIDS? 
• What economic effect does HIV/AIDS have on microentrepreneurs and their households? 
• Among those affected by HIV/AIDS, do clients of MFI programs differ from non-client 

microentrepreneurs? 
• Does participation in a MFI program mitigate the economic impact of HIV/AIDS on 

households? 
• How have chronic illness and death affected the operations of MFIs and participation in their 

programs? 
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• What might MFIs do to lessen the impact of HIV/AIDS on their clientele and on their 
organizations?  

 
The study is exploratory since proxy indicators were used to identify HIV-affected households. No 
attempt was made to verify the reasons for illness and death identified by the proxy indicators, 
because Zimbabweans normally do not admit to having HIV/AIDS-infected household members 
and are silent if they are themselves HIV-positive. Moreover, most Zimbabweans are reluctant 
about learning their serostatus. Also, the study is exploratory since there is limited evidence to date 
to suggest the best proxy indicators of HIV/AIDS infection and persons affected by HIV/AIDS. 
 
 
Scope of the Study  
 
The study builds upon the assessment of Zambuko Trust that was undertaken by USAID’s 
Assessing the Impact of Microenterprise Services (AIMS) Project. The AIMS assessment included 
a two-stage survey of Zambuko clients and non-client microentrepreneurs conducted in 1997 and 
1999. The AIMS report centers on whom Zambuko reaches, the role of Zambuko loans in the 
household economy, and the impact of participation in Zambuko’s program on continuing and 
departing clients (Appendix A contains a summary of Barnes 2001).  
 
In this study, we were first interested in exploring the extent to which HIV/AIDS was affecting the 
households that participated in the survey. Respondent households were classified as possibly 
affected by HIV/AIDS during the 1997-1999 period if they met one of the following criteria:  

 
• A member chronically ill and unable to work in the six months prior to the 1999 interview, or 
• Absorbed one or more of the following into their household since the 1997 interview and the 

person remained for more than six months: a sick person, an adult due to death in prior 
household, or a child due to one or both parents having been sick or died, or  

• Serious illness of respondent, spouse or household member 20 years old or older, which caused 
a financial crisis since the 1997 interview, or 

• Death of spouse or household member 20 years old or older, which caused a financial crisis 
since the 1997 interview. 

 
Then we sought to determine whether there were significant differences between the households 
that were possibly affected by HIV/AIDS and those that were not. The results suggest the impact of 
HIV/AIDS on affected households. 
 
Second, we were interested in whether participation in a microfinance program helps those who 
become affected by HIV/AIDS. To explore this question, we divided the respondent 
microentrepreneurs from the survey into four groups, as indicated below.  
 

Possibly HIV-affected clients Other clients 

Possibly HIV-affected non-clients Other non-clients 
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Thereafter, we looked at differences and similarities in demographic characteristics of the 
households in 1997 and 1999, and changes between the two years. Then we focused on the affected 
clients and affected non-clients. After identifying the key differences in the basic characteristics of 
their households, we analyzed the impact of microfinance on affected clients and their households 
and enterprises.2   
 
Third, we wanted to better understand the extent to which chronic illness and death had affected the 
operations of the microfinance institution, and measures taken by Zambuko to lessen the potential 
negative effects of HIV/AIDS on its operations. Also, we wanted to learn staff perspectives on 
issues related to HIV/AIDS. Fourth, we sought to understand dynamics within loan guarantee 
groups related to HIV/AIDS, whether participation in a microfinance program was influenced by 
chronic illness and death, and suggestions on ways organizations might better assist 
microentrepreneurs who are affected by HIV/AIDS. Finally, we wanted to encourage linkages 
among MFIs and HIV/AIDS service organizations to address the situation in Zimbabwe.  
 
 
Key Contextual Factors  
 
The macroeconomic and social environment influences circumstances, options, and choices of 
households and owners of microenterprises. The larger environment also influences the operations 
of microfinance institutions.  
 
Zimbabwe’s annual inflation rate as measured by the Consumer Price Index (CPI) soared during 
the study period. In the 12 months after launch of the survey in September 1997, the CPI rose 32 
percent. Between September 1998 and September 1999 inflation was 70 percent, and the following 
year it was 62 percent. 
 
In 1998 an estimated 25 percent of Zimbabwe’s working population were employed (including 
self-employed) in micro and small enterprises. Between 1991 and 1998 the number of 
microenterprises increased by 30 percent in the urban areas. Increases in the urban population, job 
retrenchment, and increasing consumer prices contributed to this growth rate. In 1998 
approximately 45 percent of the enterprises were engaged in trade, which tends to have low 
entrance costs (McPherson 1998). 
 
The negative influence of the macroeconomic environment has been exacerbated by the high 
incidence of HIV in Zimbabwe. In 1999 an estimated one-quarter of the Zimbabweans aged 15 to 
49 were HIV-positive. Overall, an estimated 1.5 million adults and children were infected by the 
end of 1999 (UNAIDS and WHO 2000). 
 
 

                                                 
2 The analysis also included the other clients and other non-clients, but only the results for the two affected 
groups are discussed in the text. Appendix C includes key findings on the four groups. 
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Zambuko Trust  
 
The study centers on Zambuko Trust (Zambuko). It gives more loans to microentrepreneurs than 
any other organization in Zimbabwe. Begun in 1992, it had 24 branch offices by late 2000. 
Zambuko covers all of the major urban centers as well as key secondary towns. Zambuko’s mission 
is “to be a bridge between the marginalized, the unemployed and opportunities for enterprise and 
income generation.” Its stated goal is to become a self-supportive and viable organization. 
Zambuko, a partner in the Opportunity International Network, is a licensed moneylender registered 
in accordance with the provisions of the Money Lending and Rates of Interest Act, which regulates 
interest-bearing loans. Zambuko’s legal status as a moneylender does not permit it to accept 
voluntary deposits and hence its scope of financial services is restricted. 

 
Loans are its main product. Zambuko loans to (1) microentrepreneurs who join together in a group 
of five to six individuals to co-guarantee loans to its members, and (2) individual 
microentrepreneurs with an individual guarantor. Loans tend to be from nine to twelve months, 
with monthly loan installments. The credit is supplemented by two to four hours of training on 
business management during the initial orientation session, and informal business management 
advice from loan officers. Zambuko also has a Trust Bank product for the poor that requires 
potential borrowers to attend a one-hour training session for eight weeks prior to receipt of their 
loan. The training includes attention to good business management practices. Trust Bank loans are 
for groups of ten or more individuals who co-guarantee the loans to its members. Trust Bank loans 
are normally for six months with monthly installments. Irrespective of loan product, borrowers are 
required to pledge a non-essential asset as security.  

Zambuko primarily loans to women. More than three-fourths of its clients are women. 
Approximately 45 percent of its clients are traders and 40 percent of its clients are engaged in 
manufacturing, such as knitting sweaters and sewing. The others are engaged in services, 
agriculture (livestock rearing and market gardens), and food preparation. 
 
In 1997 the average loan was Z$2,600 (equivalent to US$218). In 2000 the average loan was 
Z$10,200 (equivalent to US$185). The rise in the size of the loan in  Zimbabwe dollars reflects the 
inflationary environment in the country. At the time of the 1997 survey, Zambuko charged a 32 
percent annual interest rate. The following year the interest rate was increased to 35 percent. In 
1999 the rate was 45 percent. In late 2000, the interest rates were between 48 and 52 percent, 
depending on the loan cycle and repayment record. New entrants were charged 52 percent, and 
those on their fifth or higher loan cycle who had a good payment record were charged 48 percent.  
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Approach and Comparison Groups 
 

 
This section explains key terms, the study design, and statistical methods employed. It also 
provides information on the main comparison groups and key characteristics of the survey 
respondents. The latter includes data on the intensity of the client respondents’ participation in 
Zambuko’s program. 

 
 
Definitions of Key Terms  
 
A household is defined as one or more persons who (1) usually live and eat together, whether or 
not they are related by blood, marriage, or adoption, and (2) recognize each other as members of 
the same household. Using USAID’s definition, microenterprises are very small, informally 
organized business activities (not including crop production) undertaken by low-income people. 
Microenterprises are further defined as having ten or fewer employees, including the owner 
operator and any paid or unpaid workers (USAID n.d.). Microentrepreneurs are the owner-
operators of microenterprises. For the purposes of the study, no attempt was made a priori to 
determine if a Zambuko client met these criteria. Judging from the survey findings, all of them met 
the employment criteria and two-thirds were poor, measured in terms of daily per capita income. 
 
 
Mixed Methods3 
  
Quantitative and qualitative approaches were used to gather information. The AIMS assessment of 
Zambuko included a longitudinal study of a randomly selected sample of Zambuko clients from 
Harare, Chitungwiza, Bulawayo, and Mutare.4 It also covered a randomly selected group of non-
client microentrepreneurs from these areas.5 The initial round of the survey was undertaken 
between September and November 1997 (Barnes and Keogh 1999). The follow-up survey was 
carried out during the same months in 1999, to control for seasonal variation. 
 
The survey findings are complemented by information gathered in focus groups and key informant 
interviews in December 2000 and January 2001. Focus group discussions were held with a 
randomly selected sample of clients who participated in the survey and current clients in the four 
survey areas. In total, 140 microentrepreneurs participated in the sessions. Also, 33 loan officers 
and branch managers from the Bulawayo, Mutare, and Harare regions (the latter region includes 

                                                 
3 Appendix B further describes the study design and methods. 
4 These urban areas contain the majority of Zambuko’s clients. 
5 The non-client respondents were randomly selected using the following criteria: (1) had not received a loan 
for their enterprise from a formal institution, (2) were the sole or joint owner of a microenterprise that was at 
least six months old, and (3) did not work full time elsewhere. These criteria mirror the basic eligibility 
criteria used by Zambuko. Each non-client respondent was matched with a client respondent on the basis of 
gender, enterprise sector, and neighborhood.  
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Chitungwiza) participated in focus group discussions, and seven senior managers of Zambuko were 
interviewed. 
 
Thirty-two persons from a range of organizations participated in a one-day forum in Harare held 
September 13, 2001. After the study’s findings were presented, three groups containing a mix of 
persons from different types of organizations, discussed the implications of the findings in relation 
to what is currently being done and what else might be done. Later three groups—MFIs, 
HIV/AIDS service organizations, and donors—met to discuss what their “sector” might do. 
Highlights of the small group discussions were reported back to all participants.  
 
 
Statistical Methods  
 
The survey data were analyzed using two statistical methods that take into account the possibility 
that the comparison groups might have differed in 1997 in ways that may have affected the 
findings in 1999. First, the gain score analysis examines the change in performance from the initial 
survey to the follow-on survey. As such, it does not assume that the two groups were similar in 
1997 on the variable analyzed.  
 
Second, to identify the impact of HIV/AIDS on households and the impact of Zambuko on clients 
and their households, a special statistical approach was used. An analysis of covariance 
(ANCOVA) approach was used to control for differences between the comparison groups in 1997 
on values for specific variables. The ANCOVA controlled for these variables: poverty level of the 
household, household economic dependency ratio, whether or not the household was affected by 
illness or death between 1995 and 1997, and the 1997 value for the variable analyzed. (See 
Appendix B for further information on the statistical methods used.) 
 
The gain score analyses and ANCOVA analyses, as well as other tests used, involved statistical 
tests of significance on the differences found between the comparison groups. For the reader 
unfamiliar with statistical tests of significance, the test indicates the probability that the observed 
result is not just a chance coincidence. In this report, four levels of significance are used: < .01, < 
.05, < .10, and < .15. A < .05 result signifies that there is a probability of between 1 and 5 in 100 
that the apparent difference between the comparison groups would have occurred due to chance; it 
indicates that there is a positive correlation between the dependent variable (e.g., affected 
clients/affected non-clients) and the independent variable (e.g., number of income sources). The 
smaller the probability (e.g., < .01), the stronger the case that the difference is not due to chance. 
When the probability is < .15, the results are considered as marginally significant, but the review of 
the statistical data suggested that the difference is meaningful. 
 
 
Comparison Groups  
 
As mentioned above, the survey data were analyzed by using two comparison groups: possibly 
HIV-affected microentrepreneurs and other microentrepreneurs. Then data were analyzed across 
four comparison groups: possibly HIV-affected clients, possibly HIV-affected non-clients, other 
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clients, and other non-clients. For ease of reading, the possibly HIV-affected respondents are often 
referred to as HIV- affected or affected. It is important for the reader to remember that participation 
in Zambuko’s program preceded the events that led to classification of the borrowers by whether or 
not their household had been possibly affected by HIV/AIDS.  
 
The classification of clients and non-clients is based on the status of the respondent in 1997.6 The 
analyses are based on a sample of 579 respondents: 338 clients and 241 non-clients. In 1999, in 36 
instances a knowledgeable household member provided responses, since the 1997 respondent was 
not available during the study period. These substitute respondents were excluded from the analysis 
of respondent characteristics and the impact analysis on the individual borrower. 
 
 
Characteristics of Survey Respondents  
 
Most of the survey respondents were women, since Zambuko loans primarily to women. In 1999 
the respondents tended to be 41 years old, with eight years of education (Table 1). The majority 
were married, and 16 percent were widowed. More than one-fifth of the affected respondents were 
widowed. Widowhood among the other respondents reflects that they were widowed in 1997 but 
had not experienced HIV-related events in their household since then. 
 
 
Table 1  Sociodemographic characteristics of the respondents 

 HIV-affected Others Total 

 

Clients 
n = 124 

Non-
clients 
n = 88 

Clients 
n = 194 

Non-
clients 
n = 137 

n = 543 

% Female respondents 87 85 85 85 85 

Average age of respondent, 
1999 

42 40 41 40 41 

Average educational level of 
respondenta  

8 7 8 7 8 

Marital status, 1999 
   Married 
   Widowed 
   Single/divorced/separated  

 
63 
25 
12 

 
67 
22 
11 

 
75 
11 
14 

 
77 
10 
13 

 
71 
16 
13 

a Significant difference between other clients and other non-clients (p ≤ .01). 

                                                 
6 The non-clients who had become Zambuko clients since the 1997 interview and the AIMS case study 
respondents were excluded from the database, resulting in a sample of 579 respondents. 
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Intensity of Participation in Zambuko’s Program  
 
In 1997, approximately 60 percent of the client respondents were on their first loan, while the 
others were repeat borrowers. After completion of the 1997 loan, 42 percent of the HIV-affected 
client respondents and 48 percent of the other clients continued to participate in Zambuko’s 
program, taking one or more loans between 1997 and late 1999. The sum of all loans taken did not 
differ significantly between the affected clients and the other clients (Table 2).7 In 1997 the average 
size of the loan taken by client respondents was equivalent to 23 percent of the clients’ monthly net 
revenue in the matched enterprise (i.e., the enterprise for which the loan had been taken), and was 
equivalent to 12 percent of the monthly household income. This suggests that the loan size was 
relatively small within the household economy, but significant in terms of net revenue of the 
matched enterprise. Beyond Zambuko, respondents had limited access to formal and informal 
sources of credit for their enterprises and households (Barnes 2001).  
 
 
Table 2  Participation in Zambuko’s program by affectedness status 

 HIV-affected clients Other clients 

Participation indicators n = 134 n = 204 

   % new clients in 1997 60 61 

   % continued since 1997 42 48 

   Average number loans      2.1      2.2 

   Average sum all loans (Z$) 5,821 6,435 

Continuing clients and amount borrowed 
since 1997 

n = 56 n = 99 

   Average sum since 1997 (Z$) 6,416 6,870 

 
 
 

                                                 
7 One U.S. dollar was equal to Z$11.9 in September 1997 and to Z$38.1 in September 1999. 
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Key Findings  
 
 
To What Extent Does HIV/AIDS Affect Microentrepreneurs and Their 
Households?  
 
Forty percent of the client households and 39 percent of the non-client households were possibly 
HIV-affected in 1999. Serious illness of spouse, self, or other household member 20 years old or 
older was the most common indicator of being HIV-affected (Table 3). There was a relatively high 
rate of death of a spouse or another household member 20 years or older among the affected 
households. Clearly 34 percent of the affected client households and 24 percent of the affected non-
client households had experienced the death of an adult member in the past two years. One-fifth of 
the households reported a chronically ill member, and slightly more than one-quarter had absorbed 
a person into their household who was ill or had experienced chronic illness or death in a previous 
household.8 

 
 

Table 3  Distribution of illness and death among HIV-affected clients and 
               non-clients, 1999 (percentage) 

 Clients 
n = 134 

Non-clients 
n = 94 

Total 
n = 228 

Serious illness of respondent, spouse, or household 
member > 20 years the last 2 years 

 
Death of spouse or other member > 20 years the 

last 2 years 
 
Absorbed new household member due to illness or 

death the last 2 years 
 
Chronically ill household member, the last 6 months 

47 
 
 

34 
 
 

30 
 
 

22 

55 
 
 

24 
 
 

27 
 
 

19 

50 
 
 

30 
 
 

29 
 
 

21 
 

 

                                                 
8 The cases of chronically ill persons are also captured in the more general question on serious illnesses. 
These cases suggest an advanced stage of infection. 
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An analysis was conducted to determine if there is a relationship between a household’s poverty 
level and the likelihood that it would be affected by HIV. Poverty was defined in terms of per 
capita daily income, taking into account key expenditures and assets. Households were then 
categorized as extremely poor, moderately poor, and non-poor.9 The results of the analysis do not 
indicate that the 1997 poverty level of the household was related to the household experiencing 
events associated with HIV-affectedness between 1997 and 1999.  

 
 
What Is the Economic Effect of HIV/AIDS on Households? 
 
HIV-affectedness was found to be negatively associated with the proportion of the household’s 
members who were economically active, the role of enterprise income in the household’s economic 
portfolio, and the ability to seek medical treatment. Affectedness led to a rise in the proportion of 
the household’s members who are not economically active (Table 4). In 1999, the HIV-affected 
households had a significantly higher economic dependency ratio (40 percent) than the other 
households (32 percent). This reflected a significantly greater increase in the economic dependency 
ratio of affected households than others since 1997.  
 
Between 1997 and 1999, the ratio of enterprise income to total household income decreased more 
for the affected households than the other households, suggesting that illness and death influenced 
the decline. Moreover, affected households (18 percent) were more likely than other households (9 
percent) to have not sought medical treatment when needed due to a lack of funds.  
 
When controlling for specific differences between respondents in 1997, HIV-affectedness appears 
to have specific negative economic impacts on households (Table 5). The monthly household 
income level for HIV-affected households was estimated to be Z$525 less than for other 
households. Also, the monthly net revenue in the household’s enterprises was Z$521 less a month 
for the affected households compared to the other households. The findings suggest that illness and 
death influence the amount of income the household earns from its enterprises, which in turn 
affects their overall monthly income level. The results imply that less attention is devoted to the 
household’s enterprises when the owner and other household members have to address chronic 
illness or death in the household.10 
 

                                                 
9 Poverty was defined using global standards related to purchase power parity to determine per capita per day 
income. The extremely poor are those households under the US$1 a day per capita poverty line, the 
moderately poor are between US$1 and $2 a day per capita poverty lines, and non-poor are above US$2 a 
day per capita poverty line, taking into account key expenditures and assets (see Barnes 2001). 
10 The findings for 1997 and 1999 are given for these impact variables and other variables in tables 11 and 12 
in Appendix C. 
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Table 4  Key differences between HIV-affected households and other households  
               (percentage distribution)  

 
Affected Other Statistical 

significance 

Economic dependency ratio n = 228 n = 351  

   1997 31 29  
 

   1999 40 32 < .01 

   Gain score change      9.6      2.8 < .01 

Ratio of enterprise income to total household 
income 

n = 221 n = 282  

   1997   75 66 < .01 

   1999  55 57  

   Gain score change -20 -9 < .01 

Did not seek medical treatment when needed 
in past 6 months due to lack of funds (1999) 

n = 228 n = 351  

    Yes, unable to seek treatment  18  9 < .01 

 
 
On a number of other economic indicators, the impact analyses suggest that HIV-affected 
households were similar to the other households; thus, it appears that affected households were no 
worse off than the other households when controlling for specific, initial differences. For example, 
no statistically significant differences were found between affected households and other 
households on the following: per capita monthly income, frequency of consumption of specific 
nutritious food items, proportion of the household’s boys and girls ages 6 to 16 in school, the 
proportion of the household’s boys and girls ages 6 to 21 in school, and person-hours worked in 
household enterprises. 
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Table 5  Impacts of HIV-affectedness suggested by the ANCOVA analyses 

Findings: 1999 compared to 1997* Statistical 
significance 

At the household level, affected households compared to other 
households had:  

 

• Lower level of monthly household income (Z$535) < .15 

At the enterprise level, affected household compared to other households 
had:   

• Lower level of monthly net revenue in matched enterprise (Z$628) < .01 

• Lower level of monthly net revenue from all the household’s enterprises 
(Z$521)  

< .05 

• Fewer person hours worked last week in matched enterprises (13 
person hours) 

< .05 

At the individual level, affected respondents compared to other 
respondents had:   

• Greater proportion with an individual savings account with a formal 
institution (6 percent) 

< .10 

  
* The analysis took into account specific initial differences in 1997, including household poverty level, household economic 
dependency ratio, and whether or not the household had a crisis due to illness or death of a member between 1995 and 
1997. The 1999 dollar values have been adjusted to 1997 constant values to take inflation into account. Matched enterprise 
refers to the enterprise for which the client had taken their 1997 loan, and the non-client selection criteria included having an 
enterprise in the same sector as the client. 
 
 
Do HIV-affected Clients Differ From HIV-affected Non-clients? 
 
Changes in income levels  
 
Between 1997 and 1999, the net revenue (profit) from the matched enterprise (the enterprise for 
which the clients had received their 1997 loans and against which the non-clients were matched) of 
both the HIV-affected clients and non-clients decreased. Since the decline may have been 
attributable to the microentrepreneurs focusing more on another household enterprise, an analysis 
was conducted on the monthly net revenue of all the household’s enterprises (Table 6). The results 
also reveal a decline among affected clients (Z$456) and affected non-clients (Z$192), whereas 
there were gains among non-affected microentrepreneurs. The decline in profits from enterprises 
belonging to both affected household groups suggest that the affected households had spent less 
attention on positioning themselves in a competitive and declining market.  
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 Table 6  Average total net revenue from household enterprises last  
               month, 1997 and 1999 (Zimbabwe dollars in 1997 constant values)* 

 HIV-affected 

 
Clients 
n = 104 

Non-clients 
n = 73 

1997a 2,672 1,822 

1999b 2,215 1,630 

Gain score   -456   -192 
   
   *Analyzes those with enterprises in 1999 and with complete information for both years.  
     Outliers (values more than three standard deviations from the mean) were removed. 
     a Significant difference at p ≤ .05). 
     b Significant difference at p ≤ .10).  
 
 
Nevertheless, between 1997 and 1999, the households of affected clients were able to increase their 
per capita monthly income by Z$21, whereas it decreased among the affected non-client 
households.11 This result signifies that the average per capita monthly income for affected clients 
had kept pace with inflation. The findings on per capita monthly income and household enterprise 
income for the affected clients imply that they had become more reliant on non-enterprise 
income.12 
 
 
Key characteristics of affected clients and affected non-clients  
 
In 1999 the households of affected clients differed from affected non-clients households on a 
number of factors. Affected client households had more members and a higher economic 
dependency ratio. Slightly more affected clients than affected non-clients had become widowed 
since 1997. Also, the loss of wages as a source of income was more pronounced among the 
affected clients compared to the affected non-clients. Possibly related to these other factors, a lack 
of funds caused more households of affected clients (22 percent) than affected non-clients (13 
percent) to not seek medical services when needed during the six months prior to the 1999 
interview.  
 

                                                 
11 All of the 1999 income and net revenue data were adjusted to 1997 constant values to take into account 
inflation. See tables 15-20 in Appendix C. 
12 See tables 17-22 in Appendix C. 
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Table 7  Key differences between HIV-affected clients and HIV-affected non-clients  
HIV-affected  

Clients Non-clients 

Average household size   

   1997a     5.9     5.2 

   1999a     6.2     5.4 

Widowhood   

   % who became widowed since 1997 16   9 

Economic dependency ratio   

   1997 31 30 

   1999b 43 37 

   Gain score change 11   7 

Did not seek medical treatment when needed in 
past 6 months due to lack of funds (1999)   

   Yes, unable to seek medical assistanceb 22 13 

Households with a wage earner   

   None, 1997 and 1999 30 39 

   Yes, 1997 and 1999 40 34 

   Yes 1997, no 1999 21 13 

   Yes 1999, no 1997 10 14 
 

a Significant difference at p ≤ .05.  

b Significant difference at p ≤ .10. 
 
 
Does Participation in an MFI Program Mitigate the Economic Impact of 
HIV/AIDS on Households?  
 
Impact of microfinance on affected clients  
 
The impact analyses suggest a limited but important, number of ways that participation in 
Zambuko’s program had a positive impact on affected clients and their households. The ANCOVA 
results suggest that affected client households had more sources of income than the affected non-
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client households, indicating that these clients had pursued an income smoothing strategy (Table 
8). Also, the affected client households, compared to the affected non-client households, had a 
higher proportion of the household’s boys ages 6 to 16 enrolled in school, indicating investment in 
the human resources of its members.  
 
 
Table 8  Impacts of microfinance on affected clients suggested by the ANCOVA 
               analyses of the survey data 

Findings (1999 compared to 1997)a Statistical 
significance 

At the household level, HIV-affected clients compared to HIV-affected 
non-clients had: 

 

• Greater number of household income sources (.23)  < .01 

• Higher proportion of the household’s boys ages 6-16 in school (5%) < .10 

At the enterprise level, HIV-affected clients compared to HIV-affected  
non-clients had:  

• Fewer total person hours a week in their matched enterprise (13 
person hours) 

< .15 

• Worked fewer hours the previous week in household enterprises (8 
hours) 

< .05 
 

• Greater proportion who insist on a deposit when extending credit to 
customers (13%) 

< .10 

At the individual level, HIV-affected clients compared to HIV-affected 
non-clients had:   

• Greater proportion with an individual savings account with a formal 
institution (16%) 

< .01 
 

• Saved in more ways (.43) < .01 
 
aThese estimates are derived from the impact analysis that was conducted on the four comparison groups. The analysis 
took into account specific initial differences in 1997, including household poverty level, household economic dependency 
ratio, and whether or not the household had a crisis due to illness or death of a member between 1995 and 1997.  
 
 
In addition, Zambuko’s program appears to have had an impact on the way affected clients 
managed their finances. In 1999, 13 percent more of the affected clients than the affected non-
clients insisted on a deposit when they extended credit to their matched enterprise customers. Also, 
16 percent more affected clients than affected non-clients had an individual savings account with a 
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formal institution. In addition, the average number of ways the respondent saved was higher for the 
affected clients than affected non-clients. These differences imply that Zambuko’s business 
management training has a positive impact on the way affected clients manage their money.13 
 
The ANCOVA results also suggest a negative relationship between participation in Zambuko’s 
program and employment in the household’s enterprises.14 In 1999, the number of person hours 
worked in the matched enterprise the week prior to the interview was 13 hours less for the affected 
clients than the affected non-clients. The reason might be associated with a decline in the 
importance of the matched enterprise to the household economy. Nevertheless, affected client 
respondents worked eight hours less the week prior to the interview in all household enterprises 
than did the affected non-clients. Since affected client households had a higher economic 
dependency ratio, the reason may be associated with fulfilling other responsibilities. 
 
 
How Have Chronic Illness and Death Affected the Operation of MFIs and 
Participation in MFI Programs?  
 
Impact of illness and death on Zambuko’s program 
  
At the end of 2000, less than one half of one percent (0.32 percent) of Zambuko’s outstanding 
loans were written off due to the death of clients. Beyond these data, Zambuko does not have a 
basis for estimating the impact of HIV/AIDS on its program and among its borrowers. Information 
from the AIMS survey and the focus group discussions imply that the client death rate between 
1997 and 1999 was less than 1.5 percent per annum. 
 
Zambuko has taken measures to reduce the impact of death on its financial portfolio. In January 
2001, Zambuko instituted a mandatory insurance fee of one percent to cover the outstanding loan 
of borrowers who die. In addition, three other policies help to mitigate potential negative impacts 
on its portfolio: a mandatory savings requirement, loaning to persons who “look healthy,” and strict 
enforcement of group co-guarantees of loan installments.  
 
Pro-active measures have been taken by Zambuko’s Trust Bank program to assist clients. 
Specialists attended meetings of Trust Bank clients and talked about how to care for an HIV-
infected person and about legal issues facing women, such as dealing with relatives’ claims on a 
deceased husband’s property. Trust Bank clients have set up a client-managed voluntary funeral 
insurance scheme, but it appears that many clients have lost faith in the management of the scheme 
and Zambuko’s legal status prevents it from operating the scheme. 
 

                                                 
13 Table 22 in Appendix C contains the findings for 1997 and 1999, and changes between the two years on 
the impact variables. 
14 The analysis does not include the matched enterprises that had ceased operation since 1997. 
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Chronic illness and death and participation in Zambuko’s program 
 
Clients may become ill or die during their loan cycle, or chronic illness or death of a household 
member or non-household member (such as an adult child or parents) may lead to difficulties in 
meeting loan installments. The focus group discussions provided examples on how these 
challenges were met and their influence on borrowers’ dropping out of the microfinance program.  
 

 
Prior to the recent enactment of a one percent fee for insurance that will pay off the loan if a 
borrower dies, loan groups or individual guarantors were responsible for payment if the deceased 
person’s relatives did not repay the loan. When a group member is unable to make her monthly 
loan installment, other members of the group normally pay for her, but expect to be repaid. For 
example, a focus group participant explained that her group paid the loan installments of a member 
whose husband was in the hospital, and later the woman reimbursed them. The Z$1,000 the group 
gave the woman when she ran 
out of money for bus trips to the 
hospital did not have to be paid 
back because it was given as an 
expression of support.  
 
If a member has had difficulty 
making timely payments due to 
illness or death, Trust Bank 
groups tend to encourage the 
member to wait a while before 
taking another loan. In 
comparison, other loan 
guarantee groups normally 
allow the member to remain in thei
take a smaller loan. As one client e

 

 

Box 2:  Caring for the Chronically Ill and 
Departing the MFI Program  

An elderly Bulawayo microentrepreneur stopped taking
loans from Zambuko because she relocated to a rural 
area to care for her unmarried son, who was ill with 
tuberculosis. When the son died, she moved to 
Masvingo to care for an ill son-in-law. Spending time 
caring for the sick meant that her business activities 
were disrupted, so she was unable to continue in 
Zambuko’s program. 
Box 1:  Examples of Difficulties Encountered When A Client Died 

A client with an individual loan of Z$12,000 died, and then her husband died. As a result,
her son took over responsibility for repayment of the loan, but when relocating to the 
rural areas he had a car accident and all of his property in the vehicle was destroyed. 
The son pays installments on the outstanding loan, although this is very difficult for him 
to manage. 

A member of a loan co-guarantee group died only three days after receipt of her loan. 
The loan funds were still in her bank account. Neighbors informed the husband and, 
following their advice, he withdrew the money and ignored the deceased wife’s debt. 
Despite appeals to the husband and mother-in-law, the group members ended up 
repaying the loan of their deceased member.
23 

r group for the next loan cycle, but may encourage the person to 
xplained, “If a member shows appreciation and commitment to 



 

pay back members who bailed her out, we let her stay in the group for the next loan cycle.” If, 
however, the individual had been “troublesome” before illness and death had led to repayment 
difficulties, the group normally does not allow the person to remain a member for the next loan 
cycle.  
 
The findings on the survey respondents, 
like the results of the focus group 
discussions with clients, indicate that 
affectedness does not influence whether 
or not a microentrepreneur remains in 
the program. However, the survey 
results did reveal that a higher 
proportion of clients who had left the 
program after their 1997 loan, compared 
to those who took one or more loans 
after 1997, had a chronically ill 
household member in 1999. This 
finding suggests that illness over an 
extended period is likely to lead to 
individuals dropping out of a microfinance 
groups echoed that loans are a burden when
when the client is seriously ill or has to care
 
Reasons other than chronic illness and deat
program. Microentrepreneurs in the focus g
loan groups and former clients explained w
having “waited a time” before getting anoth
leaving the program include losing a marke
another area, achievement of objective, and
 
In the focus group discussions, both Zambu
in the country was more of a factor than illn
problems in 2000. Also that year, the politi
clients who were selling on commercial far
that if economic conditions were better, hou
impact of chronic illness and death.  
 
 
What Measures Might Be Taken
Impact of HIV/AIDS on Microen
 
The former and current clients and the loan
the focus group discussions had a number o
HIV/AIDS on microentrepreneurs’ househo

 

Box 3: Political Disturbances Affected 
            MFI Program Participation 
 
A former Harare client’s enterprise was doing 
well until the political disturbances on the 
commercial farms in Mazowe disrupted her 
activities. Most of the farm workers fled due to 
problems on the farms, and some of those who
left owed her money. Because she lost her 
main customers, she stopped borrowing from 
Zambuko.
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program. Clients and Zambuko officers in the focus 
 the borrower is coping with chronic illness, that is, 
 for a sick person.  

h also cause individuals to drop out of Zambuko’s 
roup sessions cited reasons why individuals left their 
hy they had left. The latter regarded themselves as 
er loan, not as former clients. The reasons given for 
t due to disturbances on commercial farms, relocation to 
 loan size too small.  

ko officers and clients felt that the economic situation 
ess and death in contributing to loan repayment 

cal situation had a negative impact on a sub-group of 
ms and in other rural areas. The general opinion was 
seholds would be better able to cope with the economic 

 to Mitigate the Potential Negative 
trepreneurs and MFIs? 

 officers and their branch managers who participated in 
f suggestions on interventions to address the impact of 
lds and on microfinance programs. While the 
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suggestions of the microentrepreneurs focused on MFIs, some of the suggestions may be applicable 
to other types of organizations. For example, informal funeral societies appear to be successfully 
operated and managed by churches and by cohesive community groups.  
 
The suggestions are given below. Note that those marked with an X were mentioned by field 
officers, and those marked with a © were mentioned by clients. 

• Microcredit targeted for enterprises should be extended to economically active 
microentrepreneurs, not to persons who are too sick to be economically active. ©, X  

• MFIs should defer payment of an installment to a later date and not charge interest and late 
payment fee; deferments need to be recorded. © 

• MFIs should accept group loan installments when at least 80 percent of the members have paid, 
rather than demanding full payment or otherwise fining each member. © 

• MFIs ought to charge a fee to ensure payment of outstanding loans of deceased borrowers. © 
• MFI tracking systems for loan delinquencies should remove the names of  deceased clients 

from delinquency lists in a timely manner, rather than at the end of the fiscal year. (X) 
• MFIs ought to offer smaller loans with shorter repayment periods. (X) 
• MFIs might have a special loan product that would target people caring for individuals with a 

terminal illness; these loans should be financed by a special fund established with donor 
monies to cover the loan and defaults. (X) 

• MFIs might offer a well-managed, voluntary funeral policy to cover clients, their spouses, and 
unmarried children. © 

• MFIs might offer restricted access savings accounts to enable individuals to save lump sums 
for emergencies and extraordinary expenditures. © 

• MFIs should encourage clients to teach a teenage son or daughter to operate their business. (X) 
• MFIs should provide awareness training workshops so clients would know where to go for 

HIV/AIDS-related assistance and basic information, including how HIV is spread and how to 
care for an HIV-infected person. © 

• MFI officers need training in communication skills, particularly about the HIV/AIDS- related 
situations they encounter, and possibly counseling skills and knowledge about organizations to 
which they can refer clients. (X) 

  
 
What Actions Do Other Key Stakeholders Suggest to Address the 
Situation? 
 
Participants at the one-day forum on microfinance and HIV/AIDS in Zimbabwe mentioned a 
number of measures that might be undertaken to ameliorate the impact of HIV/AIDS on 
microfinance institutions and the households of microentrepreneurs. The reader may recall that the 
participants were from MFIs, HIV/AIDS organizations, and donor organizations. Time did not 
permit a thorough discussion of the feasibility and implications of each suggestion, and no attempt 
was made to reach a consensus. The main suggestions on which there seemed to be widespread 
agreement are summarized below. Appendix D presents a summary of the forum and additional 
suggestions.  
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• There is a need for more collaboration and information sharing between the different types of 

groups represented at the forum. A permanent consultative forum should be established to 
develop strategies to address the MFI-HIV/AIDS nexus and related issues and to follow up on 
progress made. There is also a need for a culture of learning and sharing and convergence of 
thinking about people and programs. This implies overcoming turf issues and competition for 
resources.  

• Participants need to work together to combat the denial of HIV/AIDS in Zimbabwe. 
• Participants need to better understand how microfinance program clients are coping with the 

impact of HIV/AIDS, who benefits from the services of HIV/AIDS support organizations and 
from MFI services, and what the program gaps are in reaching caregivers and at risk children, 
especially in rural areas. Innovative thinking is needed on addressing the gaps in existing 
programs and on program approaches. 

• MFIs should develop new products and take action to ensure that their clients are better 
educated on HIV/AIDS-related topics. This education could be provided by the institution’s 
staff or by an HIV/AIDS organization. 

• MFIs should consider the household, not just individual microentrepreneurs, when giving 
loans. MFIs should recognize that money in the household is fungible and permit start-up 
activities and more than one household enterprise to be covered by a single loan. Upon the 
death of a client, another person from the household ought to be eligible to fill that deceased 
person’s place in a loan group or with the loan institution, although the new member should 
receive the loan amount for first-time borrowers. 

• MFI boards of directors and donors should reconsider their position on the timeframe for MFI 
financial sustainability, profitability, and productivity. They should think beyond these factors 
to consider the implications of HIV/AIDS on MFIs and microentrepreneurs. 
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