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Who the debt management
training is aimed at?
The results of Financial Education Program in Kyrgyzstan
KAZAKHSTAN
Bishkek

UZBEKISTAN
CHINA

TAJIKISTAN

Duration
Trainers trained

Outreach of financial education workshops and counseling
Outreach of evaluation study
AFGHANISTAN

12 months
16
234
45

Brief note: Who the debt management training is aimed at? | 2

This paper presents lessons learnt from the financial education project implemented in Kyrgyzstan by the Microfinance Centre (MFC) in cooperation with the partner
organizations of Inter Church Organisation for Development Cooperation (ICCO). It
provides insight into the project objectives and activities, as well as presents shortand long-term results of financial education training and counseling on the financial
behaviors of low-income beneficiaries of those organizations.

Background of the project

Project activities

The importance of financial education in
Kyrgyzstan is very high. Firstly, it is a consequence
of the transition to the market economy, where
new consumption opportunities have appeared,
new financial services are available and the risk
and responsibility for financial decisions that have
a major impact on individual’s future, were shifted
from the State to individuals. Moreover, recently
the effects of the economic crisis have
severely affected remittance flows making
the financial situation of low-income
households more challenging than ever.

The project consisted of four main activities: 1)
training of trainers, 2) field implementation of
financial education tools with low-income beneficiaries, 3) an evaluation meeting, 4) an evaluation study. Within 12 months the capacity of 16
trainers from 8 local organizations was further
strengthened to deliver the Debt Management
tools to low-income beneficiaries.

In order to support low-income households
in developing skills for effective management and help them deal with the challenges of the transitioning country context,
MFC initiated a financial education project
with the partners of Interchurch Organization for Development and Cooperation
(ICCO). In 2008/2009 a series of workshops on
basics topics of financial education called Plan
Your Future (planning, budgeting, saving and
borrowing) was held. Within this process a pool
of 25 local trainers was capacitated to deliver financial education within their organizations. In
2010/2011, MFC continued capacity building efforts of the local trainers by providing debt management training and counseling tools.

Training of Trainers, Bishkek, December 2010

The trainers went through the training of trainers
and conducted workshops or group consultations
(counseling) in the field with over 230 low-income
people in the regions of Talas, Balykchi, Bishkek, Osh
and Bokonbaeva. Towards the end of the project, the
trainers met to discuss and assess the efficiency and
quality of training sessions and consultations delivered and exchanged experience with the peers.
The field activities were followed by an evaluation
study conducted among the final beneficiaries
few months after they had been trained. The MFC
evaluator visited selected regions in Kyrgyzstan
(Bishkek, Osh, Bokonbaeva) and interviewed people that had participated in the group or individual
training sessions.
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Financial education tools
The trainers used training and counseling tools
helping to develop new knowledge, attitudes and
skills for effective debt management.
Tab 1. Debt Management* topics
Session 1: Smart Borrowing and Loan Types
Session 2: The Costs of Borrowing
Session 3: How Much Debt Can You Afford?
Session 4: Delinquency: What it is and How
does it Happen?
Session 5: The Dangers
of Over-indebtedness and Default
Session 6: More Dangers of Default
Session 7: Taking Control of Your Debt
* Debt management was adapted based on Microfinance
Opportunities’ Debt Management: Handle with Care

Group training sessions were carried out over the
course of one entire day or were broken into shorter
meetings held over the course of a few days. Since
the training consisted of 7 sessions addressing different topics (see the Tab 1) it was possible to deliver
it as a series of several stand-alone workshops. The
courses were run in groups of no more than 20 participants and engaged them in the interactive process of learning about the basic principles of taking
loans, evaluating loan products and then paying off
loans. There were 213 participants reached during
training courses delivered as part of the field implementation activity.
Counseling (tab.2) was meant to involve a short private talk for 15-40 minutes (depending on the case)
during which the counselor discussed with the client financial literacy issues relevant to the client’s
interests and situation. The consultations were carried out at the institutional branch or at the client’s
place. During the consultation, the counselor, using
a series of different questions and applying a set of
necessary techniques, was to identify current practices that the client and their family applied in their

day-to-day financial management. Special attention
was given to identifying practices related to debt
management and wise borrowing. As the next step,
the counselor was able to communicate the necessary and well-selected educational messages as well
as to demonstrate in practice several tools (including
rules of thumb, different tables for family budgeting,
debt calendar, etc). The consultations took place in
a closed private environment, where the counselor
was able to break the barriers and identify individual
problem of a particular client; alternatively – if the
beneficiary was not willing to specifically talk about
their personal financial situation, a set of exercises
and calculations was applied. In total 21 clients were
counseled during the field implementation. Interestingly, majority of consultations were conducted
with a small group of clients (up to 5) rather than
individually. In terms of benefits of different types
of financial education tools, the group training was
found to allow reaching large number of people in a
relatively short period of time. The training was also
evaluated as less intimate since it did not require
participants to talk about their individual problems.
Through its interactive methods, it created an opportunity for beneficiaries to share their experience
over practical case studies and integrate within the
local community.
As the project statistics demonstrate, majority of the
MFIs also chose to deliver training sessions for more
practical reasons. Firstly, during the winter months
(low season for credit lending activity) is was easier
to gather bigger groups of clients in one place, especially in rural areas. While clients had less work
to do on their fields or in businesses, the MFI staff
were also less occupied and therefore, were able to
arrange all necessary logistics related to organizing a
group training.
Secondly, the training was also more often chosen by
smaller MFIs with a relatively smaller daily outreach
to clients. It was much easier to ask a bigger group
of clients to come to one place and benefit from the
training than rely on a limited number of clients visiting the office every day.
Thirdly, many of the organizations participating in
the project work with a group lending methodology
which proved to be a convenient way to deliver the
training sessions during the clients’ group meetings.
Also, it was not a rush period for the MFIs, when
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Tab.2 Counseling
#

Stage

Main goal

1

Introduction

To establish contracts for further discussion and get client’s agreement for counseling
To make sure client is confident about privacy of his information.

2

Identifying gaps in knowledge, skills and attitude

Counselor should define which topic will be delivered, and
which exercise will be offered.
There’s no need to identify client inherent gaps, most likely,
many of those gaps identified at the training will be inherent.
Counselor’s task is to choose for himself and explain the client, which particular problem they will be working on, there’s
no way to work on all the problems at a time.

3

Training session delivery

Through exercises, deliver new knowledge, develop skills or
work out new attitude.

4

Main conclusions

Together with the client express main conclusions based on exercises or point out the importance of new skills

5

Review and follow-up

To motivate client to continue education at home and also apply
developed knowledge and skills in his family.

many clients often visit MFIs to take loans for the
upcoming field work. Such periods are good for consultations - loan officers work with the clients individually. Training was also chosen by smaller MFIs,
whose offices are rarely visited by clients, to fulfill
the project requirement.
In terms of financial counseling, only two MFIs carried it out. Firstly, the tool was adapted to suit education of small groups (up to 5 people) rather than
individual clients. The group consultation combined
the elements of group training and individual counseling in a form of a mini-training. On the one hand,
the trainers used training methodology, imaginary
stories and samples of problems. On the other hand,
only one or two tools were applied with the participants according to the identified needs and issues.
The small size of the groups resulted in their greater
homogeneity, which was difficult to achieve in bigger
groups invited to a standard training. The mini-training was shorter than a standard training, but longer
than an average individual consultation. It was possible to choose and apply one or two tools of finance

management which were helpful for all participants.
Small groups also allowed to focus on each participant separately if needed, due to the more private
nature of the issue. The trainers who conducted
both the standard training and the newly invented
group counseling claimed that the latter is much easier to implement, due to its operational efficiency,
and thus they plan to continue financial education
beyond the project using the counseling approach.
Additionally, trainers claimed that because of the
focus on personal issues and situations it was more
effective in inducing learning among beneficiaries,
since they focused on few selected topics and tools
that were relevant to the counseled persons’ current
situation. This allowed to effectively use the limited
time of short group consultations to cover only the
topics which were relevant and needed by the clients in that particular moment.
The main topics that were covered by the trainers
were “Planning expected income”, “Repayment capacity”, “Comparing credit offers” and “Repayment
calendar” in group trainings. It turned out that the
first two tools were discussed most of all with po-
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tential clients who were being prepared for taking a
loan, while the last one, “Repayment calendar”, was
practiced with current clients only. According to the
results of the evaluation, the “Comparing credit offers” session was used least of all out of the topics

mentioned above and was sometimes modified due
to conflict of interest and focused on in-depth explanation of the parameters of the MFI offer, rather
than its competitive positioning with other products
available on the market.

Evaluation
Evaluation Methodology
The participants of financial education were surveyed before and after the financial education to
assess their current financial literacy as well as changes in their knowledge, skills and attitudes,
including willingness to improve financial practices after the training or counseling. Additionally, within 6 months after the completion of the financial education, an evaluation study was
conducted to assess effectiveness of the financial education and its impact on actual practices
among the participants.

The results of the research provided helpful insight into (i) determining what kind of people need
the financial education most, (ii) understanding which messages receive the highest/lowest appreciation and/or are the easiest/most difficult to apply (iii) identifying what kind of participants
are more receptive to messages delivered at the training.
In total, pre- and post-training survey was carried among 234 participants of the training. Participants of the counseling sessions (41 people) completed only one survey similar to the pretraining survey. Out of this group of surveyed participants, 45 people based in Bishkek, Osh and
Bokonbaeva were contacted 6 months after the training or consulting to shed some light on the
longer-term effects of the program. Majority of them participated in the standard training. The
results of the interviews are more of a qualitative and exploratory nature and cannot be generalized, as the sample was not representative.

Profile of low-income
beneficiaries reached
by financial education
The project reached out to 234 beneficiaries - clients of small and medium MFIs. The participants
were diverse in terms of age, with people as young
as 21 years and as old as 77, however, the largest
share (47%) constituted middle-aged people of 4050 years old. Women (73%) outnumbered men.
On average, the participants’ households had
2 types of income sources, most commonly from

a permanent job (61%) and farming (41%). Households of only 26% of the participants ran a nonfarming business and a quarter (25%) lived from
pensions. Remittances recipients constituted 15%
of the participants.
The participants were predominantly low-income
people who often, if not always, only have just
enough income to cover basic living expenses. For
half of the participants the total household income
did not exceed 6 USD per day.
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Active users
of financial services

Use of the other financial services by program participants
45%

The vast majority of the participants was active borrowers (70%) or those who borrowed in the past (18%).
Most commonly they used credit for business purposes
(35% of the participants), but also quite often for consumption (21%), education or other needs (18%).
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debt repayment

Participants often had multiple loans – 38% of the current borrowers admitted to repaying more than one
loan. However, although multiple borrowing often
leads to over-indebtedness, only 5.5% of the participants felt that they have too much debt.
Numbers of active loans per participant
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Actual vis-à-vis perceived
financial capability
The participants generally felt that they managed
their financials well, however, many of them failed
to solve simple problems presented in exercises.
Over half of the trainees assessed their ability
to timely manage the expenses, provide for the
family, prepare financial plans and save as “high”.
Moreover, over half of the participants felt that
they had good knowledge about financial services
available on the market. The control over spending was considered the weakest area, although
almost half of the participants thought that they
did it well.
Self-assessment of the efficiency in managing finance
(perceived financial capability)
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Knowledge about financial services
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The use of other financial services other than
credit was rather high, as 60% of the participants declared using at least one service.
Money transfers were most commonly used.
Deposits were far more often kept in passbooks rather than in the transaction accounts.

Paying bills on time

Perception of over-indeptedness among the participants
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Additionally, the participants in general were convinced that they had good financial skills. The vast
majority (90%) thought that they knew how to avoid
over-indebtedness and over 90% stated that they
knew how much credit they could take and how to
compare credit offers.
However, a simple exercise comparing the total cost of
two credit offers was done correctly only by half (50%)

Overconfidence
The psychological studies show that confidence
systematically exceeds accuracy, which means that
people are more confident about being right than
they deserve. Confidence exceeds accuracy especially in the case of difficult or unfamiliar topics. In
other words, the less a person knows about the subject, the more confident they may feel about it.

Changes in the beneficiaries’
knowledge, attitudes and
practices as a result of the
financial education
Good intentions to improve
financial practices
Almost all participants (91%) were satisfied with
the training in all its aspects – relevance of the
topics, quality of the delivery and the organizational aspects.

Trainers are testing questionnaire forms,
December 2010

of the participants (vis-à-vis 90% claimed they know
how to compare credit offers). It seems that a significant
share of the participants overestimated their skills.
Also, the computation skills were not very impressive. Just over a half (51%) of the participants were
able to make a simple calculation of the interest
earned correctly.

Overconfidence can lead the person to an overoptimistic assessment of their ability to manage debt.
In the US, overconfidence bias led consumers to
underestimate the likelihood of them being able
to earn sufficient income in the future to repay
their loans or becoming a victim of an unexpected liquidity crisis. Overconfidence has lured many
consumers too close to the edge of financial stability and many of them became insolvent.

Their satisfaction translated into the intentions
to prepare the repayment calendar and calculate
the repayment capacity when taking a new loan.
Almost all participants (91%) planned to start doing it after the training.

Improved ability to calculate own
repayment capacity
The new knowledge received during the workshops allowed the participants to make changes
in the financial management of the households
and in using credit.
The ability to calculate the repayment capacity
was the most appreciated theme of the training
that remained with the participants over time (as
found out by the evaluation study carried out 6
months after the completion of the education).
The majority of the interviewed participants
stated that they were able to better estimate the
amount of loans they can take and actually applied this skill before taking a new loan.
The effect in the other three areas – comparing
credit offers, income planning and preparation of
the repayment calendar varied a lot depending
on the type of the participant.
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Increased ability to compare loans

Income planning

The actual ability to compare the cost of two loans increased slightly after the training. Nearly forty percent
(37%) of those who did the exercise wrongly before the
training were able to indicate a more expensive offer at
the end of the training.

The appreciation of the concept of income planning
also varied among the participants. Participants who
had not planned it before the training (34%) found
it very useful and continued to apply the knowledge
when interviewed 6 months later. One group of the
training participants, who were farmers, found the
topic completely irrelevant since their incomes were
seasonal and such type of income, they argued, did
not require any special planning tools.

Results of the exercise on comparing the cost
of credits before and after the training

100%
right
wrong

90%

37%

80%
70%

51%

60%
50%
40%
63%

30%
20%

49%

10%
0%
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People with higher computation skills were more likely
to successfully learn how to calculate the cost of credit
and therefore, to be able to compare two credit offers.

Feedback from trainers
The training is necessary for our population because the credit sector is growing and people’s
exposure to credits is becoming wider.
Participant of the evaluation meeting
The evaluation study 6 months after the training
showed that the module on comparing credit offers
was generally well accepted, although some participants, in particular clients of one MFI, argued that
they had no need to look at products offered by
other institutions as they were fully satisfied with
the MFI they were currently clients of. It seems that
the participants had little incentive to shop around
in search for another product as the MFI has actually the most competitive offer in the region1.

Managing repayments
With regards to the continued use of the repayment calendar tool, some participants indeed found
it useful and continued updating it after the training, but for other participants it was not practical.
In particular, some participants explained that they
did not need the tool to manage their repayments as
they remembered every bit of income and expense
which they considered sufficient. These usually were
farmers coming from food sufficient households that
use cash to a limited extent. Another plausible explanation may be that using a repayment calendar
was too complicated for them. Those participants
who did not introduce the repayment calendar were
found to have lower computation skills, so it might
as well be that they rejected the idea because of its
complexity rather than irrelevance.
The participants very often emphasized the need to
learn how to manage their household budget.

Lessons learnt
Based on the project experience, several lessons
learnt can be drawn to further improve the delivery
of financial education by microfinance institutions:

Microfinance clients are in
need of financial education
The project reached out to low-income households who are very active users of financial services, which proves that microfinance clients are
a good target for financial education products.

The computation question was presented in the following way: „Suppose you had $100 in a savings account and the interest rate
was 2 percent per year. After 5 years, how much do you think you would have in the account if you left the money to grow? (i) More
than $102, (ii) Exactly $102, (iii) Less than $102, (iv) Don't know/hard to say”.
1
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Many of them revealed significant gaps in financial
education: low computation skills and especially
overestimation of their skills in financial management may lead them to riskier financial behaviors.
While the current financial education curriculum addressed the financial literacy well, its content could
be further strengthened to address the challenge of
low computation skills (especially for selected groups
of clients) and to draw clients’ attention to the risks
related to their overestimation of financial skills.

Importance of segmentation
The project demonstrated that microfinance clients
are diverse and there is a need to further adapt the
debt management curriculum to fit the needs of different client segments. While certain topics, like the
debt capacity calculation tool and ability to understand the credit product parameters, are universal
for all clients (borrowers), other type of financial
education content needs to be better adapted to
the needs of particular groups. For example, income
planning and repayment calendar tools seem to be
more useful for urban clients who have more diverse
income sources rather than cash poor rural clients
(famers) who are self-sufficient in terms of satisfying
basic needs without much cash transaction. Taking
into account their limited flows of income and expenditures, they would rather learn more about income increasing and diversifying strategies that the
debt management module does not address (it is
addressed by the MFC Plan Your Future module). It
should also be noted that a few of the interviewed

clients suggested supplementing the education with
some thematic leaflets and brochures that could be
taken home for further study.

Financial education related to debt
management can be successfully
delivered by microfinance institutions
The project established a good basis for delivering financial education among participating MFIs.
Trainers received a cost-effective and efficient
tool for their every day work with low-income
people who are both current and potential clients. A standard financial education training
proved to be a method most popular among MFIs
to deliver financial education especially in the low
season of credit activity. The organizations which
had training departments and who offered group
lending and/or had non-financial service provision processes already in place, expressed their
willingness to continue delivery of group training
sessions to selected groups of clients, as well as
to design new projects with the financial education training being an integral part. The minitraining being combination of counseling and
training tools was created as an innovation that
has even stronger potential for becoming a financial education tool which can be used in a costeffective way by a microfinance institution within
its operational processes. Most credit organizations expressed desire to deliver group counseling (mini-training sessions) within their customer
service processes beyond the project.

Tab. 3 Selection of most important financial education topics for different microfinance client groups
Client type

Relevant topics

New clients

• income calculation
• repayment capacity
• understanding the credit offer parameters

• income calculation
Existing clients (urban or with diverse • repayment capacity
sources of income)
• understanding the credit offer parameters
• repayment calendar
Existing clients (rural farmers or
clients living in a cash-poor environments)

• repayment capacity
• understanding the credit offer parameters
• income diversification strategies
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The project was funded by ICCO.

ICCO is an inter church organisation for development cooperation. It gives global financial support and advice to local organisations and networks that work for better access to basic facilities, initiating sustainable economical development and enhancing
peace and democracy. ICCO works in 41 countries in Africa, Asia, Latin America and Eastern Europe. To build on its strengths, it
formed the ICCO alliance together with Edukans, Kerk in Actie, Oikocredit, Prisma, Share People. In addition, they collaborate
with several other partners in the Netherlands, Europe and worldwide. ICCO works together closely with civil society organisations, including development organisations, educational organisations and businesses. In this way, ICCO seeks to improve living
conditions for people in Latin America, Asia, Africa and Eastern Europe and help them be economically independent. More
information about ICCO can be found at www.icco.nl.

The project was implemented by MFC.

Microfinance Centre: Established as a non-profit organization in 1997, Microfinance Centre (MFC) operates as a microfinance
resource centre and network of 105 microfinance institutions in 32 countries of Eastern Europe and Central Asia. MFC mission is to contribute to poverty reduction and human potential development by promoting a socially oriented and sustainable
microfinance sector that provides adequate financial and non-financial services to a large number of poor families and microentrepreneurs. As a regional microfinance industry facilitator MFC seeks to develop best practices, stimulate innovation and
influence industry approaches. By 2011, the MFC has trained over 1000 local educators and reached out to over 100,000 lowincome households in ECA regions through a number of financial education initiatives in the countries of transition including
Poland, Ukraine, Russia, Armenia, Azerbaijan, Georgia, Slovakia, Macedonia, Uzbekistan, Kazakhstan, Kyrgyzstan, Tajikistan,
Moldova, Bosnia and Herzegovina, Belarus, Tunisia. MFC is the lead partner in this project. More information about the Financial Education Program can be found at www.mfc.org.pl.

The list of implementing organizations:
CU ABN
MCA Agrocredit Plus
NGO Arysh
NGO Shoola
CU Kopilka 777
MCA Ak-Shoola
NGO RCE (Umut)
MCA Arysh-Kench
NGO TES Centre
A list of trainers capacitated in this project can be found at www.mfc.org.pl.

Microfinance Centre (MFC)
ul. Koszykowa 60/62 m.52, 00-673 Warsaw
Poland

