Social Performance Indicators Initiative

Auditing the Social Performance of Microfinance Ins titutions

Compatible with the
Social Performance
Standards reported

to MIX Market

OPERATIONAL GUIDE to the SPI QUESTIONNAIRE

Version 3.1

CERISE, 14 PASSAGE DUBAIL, 75010 PARIS
cerise@cerise-microfinance.org

QUESTIONNAIRE AND OPERATIONAL GUIDE AVAILABLE FOR REE ONLINE
IN FRENCH, ENGLISH, SPANISH

http://www.cerise-microfinance.orq




OPERATIONAL GUIDE to the SPI QUESTIONNAIRE
Version 3.1

January 2010
Latest update 05/02/2010

# $
I %
| %
&
$
0 *
(& *
+ ! 0 *
(% *
! 0 *
+ 0 * )
# ( *
+ 0 * %
+ $ ( * %
# |
+ #.0 0 *
+ # | 0 * )&
# Lo (% * &&



Introduction

Assessing social performance requires a thorouglerstanding of the concepts and indica-
tors used. This operational guide was designedcttorapany microfinance institutions
(MFIs) and external auditors administering the 8beerformance Indicators (SPI) tool.

It has two modules.

Module One provides the framework for understanding the “h@md “why” of social per-
formance assessment.

Module Two describes the main components of the SPI quesii@naad is divided into two
parts. Part One describes the first part of thestiu@naire, which is essential for contextualiz-
ing the MFI and its social mission, so as to awidormative approach whereby every MFI
would have pre-determined social objectives. Parb THetails the dimensions, criteria and
indicators that constitute this tool. Dependingloa indicator, the description may include:

Rationale

Accurate interpretation of the indicators requiveslerstanding their underlying rationale. In
this sub-section, the reader will find a descriptad the fundamental principle for each indi-
cator and how it is relevant to social performance.

Definition

Some indicators are based on important conceptavba ambiguity, this sub-section de-
fines key concepts and formulas.

Examples

Occasionally, examples are provided to give usartear idea of how the indicator may ap-
pear in an MFI.

Guidelines

When the answer is not readily apparent, this sabies provides guidelines to help find the
response.

Sources of information

Data may come from five main sources:

- Statements made by management: collected in iet@svor by requesting management to
fill out the questionnaire (management may refethto executive director and/or depart-
ment directors/managers, depending on the indicator

- Written documents: may include public documentsi(ah reports, audit reports, business
plans, product descriptions, impact studies, aic.)nternal documents (work contracts,
minutes from meetings, market studies, briefs, mbatiprocedures, etc.)

- Interviews with branch staff: due to differencesween headquarters and branch opera-
tions, it is often suggested to supplement ceatdlidata with input from branch manag-
ers and loan officers.

- Management Information System (MIS): Collectiongofantitative information from the
MIS. The lack of MIS, or an inadequate MIS may kndata collection for several indi-
cators.



Focus groups: data source when using a particypaigoroach (see below for description
of approaches). Focus groups discussions can loetoseldress specific questions or to
collectively analyze the assessment’s findings.u@rdiscussions require the balanced
presence of different stakeholders: executive mamagt, middle management, branch
staff. In member-based institutions (cooperativeslic unions, village banks), groups
must include elected representatives. Board mem&leosild be invited to participate
where necessary. Depending on the objective, slielnors, investors, representatives of
other MFIs or local authorities may also be inclilide



Module 1: Framework



What is social performance?

Definition

Social performance is defined by the Social Perfotce Task Force
(http://www.microfinancegateway.com/resource_cergersalperformandgeas “the effective
translation of an institution's social mission iq@ctice in line with accepted social values
that relate to serving larger numbers of poor axdueled people; improving the quality and
appropriateness of financial services; creatingebenfor clients; and improving social re-
sponsibility of an MFI.”

Many MFIs have a double bottom line, both finaneaiatl social. For these institutions, social
and financial performance are complementary andthay reflect overall performance. The
concepts of social performance and social respiitgitepresent a new element to comple-
ment financial assessments.

Social responsibility and social performance

Social responsibility refers to stakeholders’ (MFédfiliated networks, investors, donots)
commitment to being accountable for their actiond 8 ensure activities do not have nega-
tive effects on partners (employees, clients, comtypor the environment. The notion pf
social performance goes a step further in that Miise to fulfill a social mission that will
bring social and economic benefits to clients dairtfamilies (CERISE, 2008).

The importance of social performance assessment

As microfinance has grown in scale, critiques & $lector have intensified. Recognizing and
improving social performance has become crucigthéosector’s credibility and sustainability.

In the early days of microfinance, social assesssnexere imposed by outsiders. Donors,

NGOs and governments who saw microfinance’s patkasi a poverty reduction tool wanted

proof of the link between microfinance activitiasdachanges observed in target populations
to justify their investments. The result was selknag and costly economic impact studies in

the late 1980s, ill-suited to practitioners.

By the mid-1990s, concerns had shifted to growith sustainability. The sector was focused
on client outreach, profitability and subsidy indagdence. Now, with rising problems of de-
linquency, bankruptcy, massive client drop-outs arainting critiques of the sector, the im-
portance of qualitative analysis and client-certtexervices has come to the forefront.

Private investors want to know the social valueeaddf their investments while donors and
governments want reassurance that their regul&tfboyts and financial support are truly be-

nefiting the microfinance clients. Moreover, MFlse aware that strong social performance
may improve financial performance. Indeed, in areasingly competitive environment, im-

proving relationships with clients can limit delurepcy and reduce client exits, as well as
attract new investors and partners.

Thanks to recent developments in assessment métigoeky the sector is moving towards a
more balanced approach that addresses the soei@lless the financial performance.



Different facets of social performance assessment

Created in 2005 at the impetus of CGAP, the Argidtoundation and the Ford Foundation,
the Social Performance Task Force immediately setadefine a common framework for
social performance and to promote the assessmdmhanagement of social performance.

Social Performance Pathway

System
Intent ct|V|t|e Outputs Outcome: Impact

e PROCESS - RESULTS ]
AUDIT
CERISE SPI
CLIENT IMPACT
PROFILING ANALYSIS
TOOLS
SOCIAL RATING

The pathway illustrates the different facets ofigloperformance. Different assessment tools
address different facets. Some tools, like the f&iels on processes. Others focus on results.
Together, these tools can answer questions like:

- Are activities and systems designed to meet thbgetves?

- Who are the MFI's clients? Are their needs beireg

- Does the MFI have an effect on clients’ living stards? Can changes be attributed to the
MFI?

Social Performance Management

Social Performance Assessment is thus a measumavofvell an institution uses its systems
and operations to generate positive social ben&dsial Performance Management (SPM) is
the use of this measure to make decisions and wepractices.

The principles of Social Performance Managementeasummarized as follows:
- Translate mission and valuesnto clear, measurable objectives to capture iraaat

social benefits.

- Design and implement systemfor social responsibility, including client proteant.

- Track, understand and report progress on achieving social objectives

- Align business processe@marketing, human resources, governance) to acluetre
social and financial objectives

- Make decisionson the basis of both social and financial outcomes.



Because the SPI tool assesses an institutiongyatailalign its social mission with its strate-
gy, systems and operations on the basis of welhe@findicators, thus providing a baseline
for tracking progress, it is an effective entrymidor social performance management.

Using the SPI

Description

The CERISE Social Performance Indicators (SPI) &sskesses the social performance of mi-
crofinance institutions (MFIs) by evaluating thaitents and actions. By analyzing internal
systems and organizational processes, the SPt&tetmines whether the institution has the
means in place to attain its social objectives. Tihaerlying assumption is that the soundness
of internal processes is a reasonably reliableypfoxactual social performance.

The SPI tool focuses on process management, lo@kitige MFI's stated objectives and the
effectiveness of its systems for achieving themanhklyzes social performance using a wide
range of indicators (12 criteria grouped under fdimnensions), thus giving MFIs an exhaus-
tive overview of how their mission and actions sigeagainst a number of common social
objectives. The same criteria can be applied td/&lls, making it possible to compare insti-
tutions, promote peer-group analysis of socialgremrince and analyze the relationship be-
tween social and financial performance. On an ildial level, an institution’s results are
analyzed against its own objectives, defined iroed@nce with its stated mission.

The advantages of SPI:

- ltis standardized;

- Itis adaptable to different types of MFIs and lomantexts;

- Itis easy to use and can be self-administered;

- Indicators are simple and directly attributabléhie MFI;

- Indicators are based on readily available datalyeasrifiable by an external auditor;

- Results can be compared to other MFIs and sumndawié clear graphs (diamond/radar
— see below).

The SPI:

- Makes an initial diagnostic of the quality of syaeand processes, comparing them to the
MFI's mission and objectives;

- Reinforces efforts to improve social performancd ancourage internal dialogue on this
issue;

- Increases transparency and improves credibilityraadients, investors and donors;

- Reinforces governance;

- Maximizes financial efficiency by improving socgrformance;

- Enables MFIs to distinguish themselves from contgetiby adopting an explicitly social
approach.

SPI was designed using an open, collaborative ergsparent approach. As of Dec. 2009,
more than 250 MFIs around the world have usedttiuk The third version of SPI has been
updated after 3 years of use and more than 10@a&vahs, to include compatibility with So-
cial Performance Standard (SPS) to be reportedixoMérket and a better appraisal of cur-
rent issues in the sector (interest rates, conspnogection, environment).

For MFIs that do not want to report the SPS orMheMarket, some questions are optional.

8



SPTF’s Social Performance Standards on the MIX markt

A rich dialogue with MFIs and their networks, int@s, donors, technical assistance proyid-
ers and experts within the Social Performance Faske has led to the Social Performance
Standards (SPS), published on the MIX market in&dgrom platform since early 2009. The
SPS were designed to complement financial perfocaandicators, thus giving a broader

understanding of MFI performance. They reflect entrpractice in social performance as-
sessment and focus on data concerning processesianprocedures and client characteris-
tics. At the process level, indicators are basedimple questions regarding policies and dai-
ly operations. At the client level, indicators assaelection criteria of households, outrepch
and inclusiveness of microfinance services andrebatien of the clients’ evolution over time.
This version of the SPI (3.1) was updated to inelttle SPS process indicators. The reporting
formats of the SPI and SPS are perfectly compatdrl@8 out of the 22 SPS indicators (the 4

remaining SPS indicators are focusing on resu#isheol attendance for children and changes
in poverty).

Implementation of SPI tool

The SPI tool is designed to be simple enough todsa for self-assessment. With the SPI,
MFIs can monitor their social performance while @amaging internal debate on social strate-
gy, transparency, accountability. Results are mered graphically and can be studied and
monitored on a regular basis. As a self-evaluatoah, the SPI helps MFIs identify their own
strengths and weaknesses and find innovative vealysprove social performance. Because it
exhaustively analyzes four key dimensions of soseformance, the SPI is precise in hig-
hlighting areas for improvement, whether it be rdienonitoring, early-warning systems or
communication with board members or external stakksns.

However, an external auditor can also be callechupchelp an MFI use the tool and make
recommendations based on findings. If findingstarbe released to stakeholders or the gen-
eral public, an external auditor is required toidete results. The auditor can be someone
from the MFI's affiliate network specialized in salcperformance and familiar with the SPI
tool.

There are two ways to use the SPI tool:

- Centralized approach The MFI designates an auditor to heads up theét audcess,
which involves top management only. This approagkggthe MFI a quick overview of
its social performance and identifies its strengihd weaknesses.

- Participatory approach. This approach involves various levels of MFI stakdbrs (se-
nior management, branch management, elected repaéses, external partners, clients,
etc.) in the audit process. By culling the opiniahgifferent actors, this approach encou-
rages dialogue and internal analysis of the MFia&cpces. Experience shows that a parti-
cipatory approach has many advantages; the assastemds to be more representative of
the institution as a whole and thus conclusionsapetational recommendations are more
likely to be appropriated by staff.

The tool is administered in three phases: preardtiz- 1 day), implementation (1%2-6 days,
depending on the stakeholders involved), and reqmp(fL day).



Preparation Phase

1. Get familiar with the tool. If a centralized appebais used, this step will take place
among top management. If adopting a participatppyr@ach, the person in charge of
the process may organize a workshop with the stdélets to be involved.

2. Prepare the documentation and interviews for thestpnnaire. SEE DOCUMEN-
TATION LIST AND INTERVIEWS IN APPENDIX 2

Implementation Phase

3. Fill in the questionnaire and verify informatiorf.dn external approach is used, the
auditor fills in the questionnaire alone, setting iaterviews with top management
when needed. In a participatory approach, the au@internal or external) conducts
interviews with a large range of participating €la&lders (HQ, branch management,
field staff, clients, donors, investors, etc. — SHET IN ANNEX). Focus groups may
be organized to gather feedback from staff andients.

Internal versus external approach
Purely self assessmeiithe MFI fills in the questionnaire alone

Accompanied self-assessmenhe MFI fills in the questionnaire with supparbiin an ex-
ternal reviewer. The external reviewer knows thét88& and can answer to the questions
of the MFI. S/He conducts a consistency-check tdywée coherence between questions
and specifications.

Self-assessment with external audibhe auditor verifies the quality of the infornaati At
least one day for external audit

Purely external assessmedbne by the external auditor

4. Enter data into the SPI Excel file and generatplgga

5. Review preliminary findings. This may take the foaiha meeting with top manage-
ment, a written report drafted by the auditor, aw@kshop with participating stake-
holders. The graphic representation of results f@he dimensions are represented by
a diamond graph and the 12 criteria by a radarigrege figure below) offers a helpful
overview of findings and highlights the strengtinsl aveaknesses of the MFI's social
performance. This step of the audit enables stdéel®to compare viewpoints in
terms of expected and actual social performaneselly strengthening a common vi-
sion of institutional strategy.

Graphic representation of SPI results

By dimension By criteria
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Reporting Phase

6. Disseminate findings. The first output of an SPdliais the completed questionnaire
and graphs. These must be sent to CERISE/Prospatagbake, which consolidates
SPI resultSand generates a personalized analysis compagnilt's SPI score with
its peer-groups: MFIs in its country, region, ahgar size (clients, portfolio), age, op-
erating area (urban, rural, mixed). The peer-graonplysis, free of charge, is the
second output. The completed questionnaire mustkasprovided to the MFI, to the
person who was in charge of the SPI audit andeddp management.

7. External auditors are required to produce a tweepagmmary of results for each of
the four dimensions and a graphic representatiamefdimensions and criteria. The
summary compares social performance with finanméformance and gives recom-
mendations for improving social performance. Thi®-page summary is recom-
mended, but optional for internal audits.

ALL DOCUMENTS (WORD QUESTIONNAIRE, EXCEL REPORT, RAGE
SUMMARY) MUST BE GIVEN TO THE MFI.

Use of SPI results
Internally

SPI results are used first and foremost internayithe MFI to inform its board or manage-
ment team of its social performance. The SPI aoffidrs an objective, concise and visual
description of the systems in place to achieve &tdvsocial mission, and the how the latter
affects operational and financial performance. ddion, indicators can be monitored over
time by management, to help inform strategic plagni

The support by CERISE/ProsperA

ProsperA (Alliance for the Promotion of Social Penhiance in Microfinance) is an opera-
tional network of MFIs, professional associatioh8, providers, donors, investors, research-
ers, rating agencies and consultants. ProsperA qgtesrdialogue among members and coor-
dinates activities around the SPI tool and mentéatives.

See:http://www.cerise-microfinance.orqg/-prospera-netgvor

The MFI may want CERISE/ProsperA or any of the argations that were in charge of the
external audit to organize training workshops fompéoyees on how to optimize their use|of
the SPI and its results. These workshops often teatther debates, more systematized|re-
sults and concrete measures for improving socidbpaance (formalized in a business plap).

Following the SPI audit, the MFI may be promptedat@lyze its governance. A governance
analysis assesses the decision-making chain affesticial performance. The goal is to de-
termine which links of this chain--from planning taplementation and control--need to be
enforced so that the MFI's actions are fully alignath its social mission.

Externally

The summary report can be disseminated to publitizeMFI's social performance. It can
also be used to enhance MFI reporting (in annyadrte, performance reports or public rela-
tions material, for instance). Many MFIs use thd &Pa basis for discussion with their in-
vestment partners and donors. MFIs can report tieeaBSPerformance Standards (SPS) on the
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Mix Market, based on the SPI results and infornraba their results. Externally audited SPI
can help for certifying the SPS information.

Increasingly, MFIs are lobbying authorities to ¢eean conjunction with their affiliate net-
works, regulatory or self-regulatory protocols thelke into account social performance. This
drive for transparency is important for improvingldgue on social performance within the
microfinance sector, consolidating relationshipsmMeen the sector and government authori-
ties and improving microfinance’s image in publmraon.

12



MODULE 2 — SPI TOOL
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Part One — Description of MFI, Context, Social Stra  tegy

Why look at context and social strategy?

In Part One, the MFI (i) gives the basic informatan its activities and financial performance
and ii) explains its social strategy (so that siggtis not addressed in normative terms). The
MFI can describe its historical, social, economicl @ultural context, and analyze how this
context facilitates or limits the implementationitsfsocial strategy.

Each dimension of the SPI is evaluated on the M&Ws social objectives. It is important to
understand the MFI's context so that it can justi$ystrategic choices. Information in Part
One helps contextualize historically, geographjcadind socio-economically the social per-
formance indicators collected in Part Two and ttagditates analysis.

Contact information
Name of the MFI:
Country:
[] Self-assessment (date: __ / _/ )

] Accompanied self-assessment (date: __ / _/ )
[ ] Self-assessment with external audit (date: )
[] External audit (date: /[ )

Name of the person in charge of the SPI auditénMi:

Contacts: Tel:
Email:
Name of the person in charge of the external aedigw:

Contacts
Organization / Country:
Tel:
Email:

Please fill in the Box on “Contact information” pag of the questionnaire, for easier track of
the persons in charge of the questionnaire andpakéollow-up on the audit.

How to fill out Part One?
Centralized approacl&tatement by MFI management bodies (includingdbo&directors)

External auditVerification of documentation on the institutiorsgategy (strategic planning,
annual reports, minutes from board meetings or ig¢assemblies, financial statements, etc.)

Participatory approachinterviews and/or focus groups with different slaklders (board
members, management, field staff, elected reprasees, etc.) to gather different points of
view.

14



Section 1: Basic details of the MFI

a. Name of the MFI :
b. Country of operations :
c. Year microfinance operations began:
d. Legal form: [_] Bank, [_] Rural bank, [_] NBFI, [_] NGO, [_| Cooperative/Credit Union
e. Report for Year ended (day — month — year):
f. Number of loan accounts:

g. Number of currently active borrowers (not loan accounts):
h. Number of savings account:
i. Number of currently voluntary savers (not savings accounts):
j- Total number of members (if applicable):
k. Total number of staff:

Section 2: Financial Performance

a. Gross Loan Portfolio (in US$):

b. Savings (in US$):

c. Total Assets (in US$):

d. Return on Assets (%):

e. Financial Expense Ratio (%):

f. Operating Expense Ratio (as a % of average portfolio):

g. Loan Loss Provision Expense Ratio (%):

h. Write Off Ratio (%):

i. Operational Self-Sufficiency (%):

j- Portfolio at risk 30 days: 90 days:

k. Average loan size (US$) (2a./1f.):
Complementary information for peer grouping
Financial No voluntary savings Voluntary savings Voluntary savings
intermediation < 20% of total assets > 20% of total assets

[] [] [
Outreach Number of borrowers Number of borrowers Number of borrowers
>30,000 >10,000 and < 30,000 < 10,000
[] Ll []

Lending Methodology Individual ~ Solidarity Group  Individual/Solidarity Village Banking

O O O D

[Optional table below if SPS report not filled up]

- Active borrowers receiving individual loans

- Active borrowers receiving group loans

- Women active borrowers receiving group loans

- Women active borrowers receiving individual loans /S;
\1%/>

Status Registered as a for profit institution Registered as a non profit institution
Ll
m.
Scale Latin America > 15 million 4 million to 15 million < 4 million
(Outstanding ] ] ]
b%ag Portfolio in  Rest of the > 8 million 2 million to 8 million < 2 million
) world D D |:|
n.
Zone of intervention Principally rural Principally urban Balzla:n|ced
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The data in these two sections frame the overallyais and position the MFI in its peer
group. The SPI uses the same peer group categarib®se defined by the MIX Market, with
one exception: it includes criteria on area of apiens (rural, urban, mixed).

Most of the peer groups are self-explanatory.
Definitions for Lending Methodologies (SPS):

1. Individual loans: A loan made to an individuartower who is solely responsible for its
repayment. 2. Solidarity group: A loan group mageotl approximately 3—10 people drawn
from the same community and where group membelsatively guarantee loan repayment
3. Village banking: As in solidarity groups, loagpayment is guaranteed by collective mem-
bership, but loan groups are bigger, made up ofcpately 20—-30 people (typically wom-
en).

Definition for Rural/urban (SPS):

Rural: Settled places outside towns and citiesh sigcvillages, hamlets, where most livelih-
oods are farm based. Farm includes both crop androp agriculture, livestock. fishing, etc.

Urban: Areas constituting a city or town with higlgensity of population in comparison to
the surrounding areas, where the majority of peaidenot dependent upon agriculture as
main economic activity.

A small number of financial indicators are colletia Section 2, corresponding to key ratios
published by the MIX Markét

2 This information is entered in a database and teestudy the relationship between social and firenzer-
formance. For more information, see the websiteéSERISE and MIX market.
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Section 3: Intent and social strategy

3.1. Ranking of the social strategy

a. What is your MFI’s social mission?

b. In which year was the mission statement fornealdbr updated)?

From the statement of the social mission, the MifA explain which dimensions are a major
objective or, given to context and history, aresidaered as important, minor or not an objec-
tive.

CommentsHow does the MFI environment and his-
tory facilitate or limit the implementation of aategy
in each dimension? Justify why each dimension is
important or only a minor objective

Dimension 1: Targetin
and outreach

[]1.
Microfinance was developed tﬁj

. 2.
serve populations exclude
from the conventional financia[”] 3. Important obj.
sector: is targeting the pop
and/or excluded an importa
objective for the MFI?

(=]

Not an objective

Minor objective

4. Major objective

Dimension 2: Products
and services

Providing high-quality serviced ] 1. Not an objective
that are well-adapted to cIiertD 2

requires  innovative  rolloyt )
techniques and a proactiVg | 3. Important obj.
strategy combining access tﬁl4

financial and non-financial
services. Is this dimensign
important for the MFI?

Minor objective

. Major objective

Dimension 3: Benefits
to clients

Economic benefits alone justifyf_] 1. Not an objective
access to financial services, Iy
MFIs may also seek to stren
then social networks, build"] 3. Important obj.
client capacity or involve client

in governance. Are benefits tSD 4.
clients a core preoccupation for

| 2. Minor objective

Major objective

the MFI?
Dimension 4: Social
responsibility [] 1. Not an objective]

Social responsibility refers to euD 2
MFI's commitment to accour}- )
tability and ensuring its activ|-{_] 3. Important obj.
ties do not have negative ef
fects. Is this a current preocdu-
pation for the MFI?

Minor objective

4. Major objective

17



Rationale

The MFI's organizational culture (history, valusscial objectives, culture of social perfor-
mance) and context determine its strategic chaogisshed light on its ability to achieve its
social strategy. An MFI may implement its strategasily in a favorable context, or on the
contrary, struggle to attain social objectives imare difficult one. This section analyzes the
institution’s strategy according to the four dimens of the SPI questionnaire.

Guidelines

The MFI must define its strategy by prioritizingetfour dimensions (see example below) and
analyzing each one in terms of its economic, leg@atjal and cultural environmenthe pri-
oritization may come from how much resources al@cated to each dimension, how many
persons responsible of these issues, etc.

Example

Albanese MFI 1. Not an2. Minor|3. Importani4. Major
objective |objective |objective objective

Dimension 1: Targeting and outreag O X O O

Dimension 2: Products and serviceg O O X O

Dimension 3: Benefits to clients O O O X

Dimension 4 : Social responsibility |O O O X

This MFI operates in a country marked by forty weair communism. Agrarian reform led to
the distribution of one hectare of land and onénar cows per rural household. It is not|in

the interest of this MFI to target the poorestha poor, but rather bolster the rural econgmy
(by funding a milk processing unit, for instanceylaeconstruct the social fabric that existed
in rural communities before communism. The MFI thaisks Dimension 1 a “minor objec-
tive”, and Dimensions 3 and 4 “major objectivesy (eflect its sense of social responsibility
to the community).

Sources of information
Statements from management

Use of information

The MFI's prioritization of the four dimensions amepresented graphically on the SPI Di-
amond in the form of asterisks (*= not an objeetit*** = major objective)

18



Albanian MFI Social Performance

Powerty outreach**
1,00
0,80

0

,20
$ocial responsibility**** : Quality of senvices***

Socio-economic
benefits****

In the Albanian example, the institution scorectigkly low on_Dimension 1: Targeting and
outreach classified as a “minor objective” by the institut. The highest score was for Di-
mension 3: Benefits to clientslassified as a “major objective”. The low scfer Dimen-
sion 2: Products and servicggnportant objective”) and Dimension 3: Sociakpensibility
(“major objective”) suggest these are areas forangment.

19



3.2. Mission and social goals (optional section if SPS report is not filled up)

c. What is the poverty level of the clients thatyanstitution aims to reach (Check all that

apply):

] Very poor clients SPS
[] Poor clients o
[] Low income clients

[] Not a specific focus/all population

d. If you checked the boxes " very poor or pooerdis”, which reference point/benchmark|do

you consider appropriate for estimating the povewel of your clients? (Check all that ap-

ply):

Very poor clients:
[ 1 Persons in the bottom 50% of those living below ploverty line established by the 1
tional government

[] Persons living on less than the US$ 1.00 a da&ynational poverty line
[] Other (please specify):

a-

Poor clients:
[1 Persons living below the poverty line establishgdhe national government
[] Persons living on less than the US$ 2.00 a da&ynational poverty line

[] Other (please specify):

e. What is the target market of your institutio@fi€ck all that apply):
[ 1 Women

[1 Adolescents and youth (below the age of 18)

[ Indigenous people and ethnic minorities

[] Clients living in rural areas

[] Clients living in urban/semi-urban areas

] No specific target/all population

[] Other (please specify):

f. What kind of enterprises does your institutiopgort? (Check all that apply):
] Microenterprises

[] Small enterprises

[] Medium enterprises

[] Large enterprises

g. Which development objectives does your insbiutspecifically pursue through its pro
sion of financial and non financial products and/ees? (Check all that apply):
[] Poverty reduction

[1 Employment generation

[] Development of start-up enterprises

[] Growth of existing business

[] Income and productivity growth

[ 1 Adult education improvement

[] Children schooling

[1 Health improvement

[] Gender equality and women’s empowerment

[] Other (please specify) ):

20



Rationale

Social performance is evaluated on the MFI's owtiagdmbjectives. This section records the

official objectives set by the MFI.

Social Goals: The MFI must check which ones applitd social mission. The goals are the

same as those in the SPS.

Definitions (SPS)

1.Very poor: Clients living below an absolute erteepoverty line. Common extreme poverty lines idell)
persons in the bottom 50% of those living below pbegerty line established by the national governmmen(2)
persons living on less than US $1.00 per day (tealiy $1.08 per day per capita at 1993 PurchaSioger
Parity - PPP) or on less than of US $1.25 per da3085 PPP. 2.Poor: Clients living below a povditg.
Common poverty lines include (1) persons livingovethe poverty line established by the nationalegoment,
or (2) persons living on less than US $2.00 peridalaily per-capita expenditures at 1993 PPP o®.Income:
Clients above the poverty line but below the natlaaverage income. For any update about poverés lamd
PPP visithttp://www.povertytools.org/

1.Microenterprises: enterprise having 5 or feweplayees. 2.Small enterprises: enterprise greatar fhhem-
ployees and less than 50. 3.Medium enterprisesrpiges greater than 50 employees and less tiamamarge
enterprises: enterprises greater than 250 employaese numbers include both self-employed (chewt fami-
ly members) and non-family hired employees.

Sources of information

Prioritize explicit and formal statements that agpi@ documentation available to and recog-
nized by staff and managers. May include legaldwysl mission statements, rules and regula-

tions or public relations material.
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3.3 Governance / Stakeholder involvement in social performance (optional sec-
tion if SPS report is not filled up)

a. Are Board members' responsibilities and termseofices specified by the Institution's by-
laws? (Check all that apply):

[ Yes SPs
1 No 2ah

b. If not, in which ways are the procedures docueah
[ ] Board Minutes

[ ] Committees Minutes
] Manuel of procedures
[ ] Other (Please specify):

c. How is your institution's Board composed?(Chaltkhat apply):
[] Government representatives and community leaders

[ ] Representatives of not for profit organizations

[ ] Representatives of private financial institutions

[ ] Clients

[ ] Other (Please specify):

d. What are the areas of expertise of your ingtit'e Board members?(Check all that apply):
] Financial and Banking

[ Legal

[] Development / Social services
[] Other (Please specify):

e. What is the total number of your Board members?

f. What is the number of women on your Board?

g. If you have representatives on your Board ofryatget market (as reported in question |1e)
which categories of clients are represented?

h. How does your institution reinforce Board mensb&nowledge of, and commitment to,
social performance? (Check all that apply):
[1 We have a standing social performance committ@erégularly reviews social performance issues
[ 1 We organize staff and client visits to help Boareimbers understand how operations are achigving
mission
[ ] We ensure that social performance issues areifidenas components of the MFI's strategic and
business planning

[] Other (Please specify):

Rationale

Social performance depends not only on having g@haiixstrategy (assessed in 3.1 and 3.2);
stakeholder commitment to social objectives is al#tical. Despite its importance, however,
this aspect is difficult to evaluate fully and oddjeely. This section aims to identify a few key
elements that reflect stakeholder involvement risdgerformance.

Definition (SPS)

Governance is a process by which a board of diregaides an institution in fulfilling its
corporate mission. This indicator assesses thetlwaygh which board members' responsibil-
ities and terms of services are disclosed. It alssesses board composition and member's
expertise and how the institution reinforces boaembers knowledge and commitment to
social performance.
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Guidelines

Governance is a process by which a board of diregaides an institution in fulfilling its
corporate mission. This indicator assesses thetlwaygh which board members' responsibil-
ities and terms of services are disclosed. It alsgesses board composition and member's
expertise and how the institution reinforces boaembers knowledge and commitment to
social performance (SPS report).

This section identifies the governance procedurgsthe main internal and external stake-
holders (with decision-making influence) and arefsxpertise.

Sources of information

Centralized approaclstatements by management

External auditreview of documentation and interviews with staidders
Participatory approactiocus group with stakeholders to discuss sociasion

23



Part Two — Social Performance Indicators
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Dimension 1: Targeting and outreach

Rationale for Dimension 1

Microfinance was developed to serve populationdugbexl from the conventional financial
sector. MFIs may aim to reach socially excludedypaions, the poor, persons rejected by
banks (but who are not necessarily poor or soceMigluded), or simply to offer financial
services in unbanked regions. Dimension 1 exantmed§/FI's strategy for targeting and out-
reach and the systems in place to make sure iegyris working.

Criteria for Dimension 1
Dimension 1 criteria reflect the three main stregedor reaching the poor and excluded:

Criteria 1 — Geographic targeting

This criteria evaluates whether the MFI providewises in poor or isolated areas, or in areas
where no other formal financial services are abéela

Criteria 2 — Individual targeting

This criteria evaluates whether the MFI selectsapeens out clients based on poverty level or
exclusion (to serve the poor clients).

Criteria 3 — Pro-poor methodology

This criteria examines the specific design of saithat target the poor or excluded, includ-
ing guarantees and loan/deposit size. The assumigtithat people who are not targeted will
not seek out pro-poor services as they do not theatneeds.

Total score for Dimension 1: 25 out of 28 points

The total points is 28 (9 for geographic targetih@,for individual targeting, 9 for pro-poor

methodology), but because an MFI cannot cumulaettree targeting strategiese(, operate

in the poorest areas and target the poorest gidbewith extremely small loan amounts), the
total possible score is 25. The questionnaire ausofor the use of multiple strategies, but it
is not necessary (nor useful, or even possibleeimg of financial sustainability) to use all
these strategies.
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Criteria 1 — Geographic targeting (9 points)

1.1 Does the MFI select operating areas based omiar@é&poverty/exclusion?

[ ] 0 = not a criteria
[] 1 = one of the criteria but not the most imporiame
] 2 = one of the most important criteria, refleciethe strategic planning of the MFI

If score is 1 or 2, specify the indicators the MBkes into account to assess whether a geograpieia &
“poor” or “underdeveloped”:

Rationale 1.1

Geographic targeting requires a clear definitiorthaf criteria used to select operating areas.
This indicator is based on the MFligention.

Definition

Poor or excluded areaareas with a percentage of poor people that isenithan the national
average; areas that lack access to basic seruicesas water, electricity, education, health,
sanitation, infrastructure; areas with basic sewibut that are far removed from urban cen-
ters. In rural zones, these are areas charactdamgzedor infrastructure (roads, markets), lack
of access to public services, and subsistence rigtrim urban zones, these are areas characte-
rized by a high concentration of poor people, latlaccess to public services, high unem-
ployment (such as migrant settlements).

Guidelines

The indicator establishes to what extent geogragititieria influence the MFI choice of where
to operate.

Sources of information

Centralized approachinterviews with management

External auditbusiness plan

Participatory approachnterviews with other actors (regional managelscted representa-
tives, board members)
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1.2 What percentage of clients come from underdevel@reas?

[] 0 = do not know/less than 10 % of the total nundfective clients
[] 1 = less than 50 % of the total number of actlients

] 2 = more than 50 % of the total number of actients

If score is 1 or 2, specify the source of informati

Rationale 1.2

Effective geographic targeting requires knowledgieghe operational zone, which implies the
MFI can determine the percentage of clients in sa@msidered underdeveloped (based on
clients’ address).

Definition
See 1.1

Guidelines

This indicator expresses geographical targetingnms of clients reached in underdeveloped
areas.

Active clients Individuals with credit or savings accounts (exithg remittances or other
financial transactions). Institutions who only ntain accounts data (savings and credit) need
to avoid double counting.

Sources of information

Centralized approaclOfficial/national poverty data for the adminisivat regions where the
MFI operates. If not available, the MFI may useatsn objective criteria such as those de-
scribed in indicator 1.1. MIS may provide data dients per area or some other geographic
category. In the absence of empirical data, stat&sriey management or relevant staff. Speci-
fy source of information.

External auditverify origin and quality of the data on poverty.
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1.3 How does the MFI verify the poverty level of aredsere it operates?

[] 0= no verification is done

[] 1= informal verification (e.g. feedbacks from $t@af stakeholders)

[] 2= formal surveys on poverty conditions and exolusn the areas or use of national data confirngioger-
ty levels

If score is 1 or 2, specify method of verification

Rationale 1.3
Effective geographic targeting requires verifiablel accurate poverty criteria.

Definition
See 1.1

Example

Enda Tunisieand poverty mappingNGO Enda Tunisienas developed a mapping tool to vi-
sualize the vulnerability level of the Tunisian péggion. The level of vulnerability is based
on a composite indicator that includes economia diat each “delegation” (geographic unit
of roughly 700 kmz that is the operation area foe branch)Endauses the tool for strategic
planning, making decisions on opening new branehesdesigning new produdts

Guidelines

Informal verificationrefers to discussions with resource persons wioavkthe area, observa-
tions of loan officers or other MFI staff, indiréoformation at the national level.

Formal surveygefer to poverty studies in operating areas, eitomducted by the MFI or
specialized institutions (national statistic buigauniversities, etc.).

Sources of information
Centralized approaclstatements by management

External auditpast surveys, MFI publications and national ptwesinkings for the adminis-
trative regions where the MFI works

Participatory approactiocus groups to assess poverty in areas wheldfheperates

% See European Dialogue N°2, publication of the Beam Microfinance Platform, 2008t{p://www.e-mfp.eu.
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1.4 Does the MFI serve clients in rural areas? SPS
[] 0= do not know/less than 30% of total number divacclients 1la
[] 1= yes, more than 30% of total number of activents in rural areas

If score is 1, source of information:
Give the precise definition used by the MFI foralyurban and semi-urban

Please specifyNumber and percentage of clients:
living in urban areas
living in semi-urban areas
living in rural areas

Rationale 1.4

Rural areas, in particular where agricultural piiohin and food crops are the main income
sources, are the most underserved by financialcgsrvFinancial services can help rural in-
habitants develop their activities.

Definition

Urban and rural area®©fficial definitions of urban and rural areaserefo population density
and characteristics that differ from one countrythite next. In developing countries, an area
considered rural (less than 5000 inhabitants) uslis sparsely populated by persons working
primarily in agriculture. Urban areas are densedpydated, with more than 20,000 inhabi-
tants, of which 85%-95% do not work in agricultueeas situated in between are considered
semi-urban and secondary towns (Lipton and Ravai2605).

The rural/urban definition also extends to act#st(SPS):

Rural areasSettled places outside towns and cities, suchileges, hamlets, where most
livelihoods are farm based. Farm includes both enaogh noncrop agriculture, livestock, fish-
ing, etc.

Semi-urban areafesidential areas on the outskirts of a city orrtawth strong presence of
non-farm economy.

Urban areasAreas constituting a city or town with higher diégn®f population in compari-
son to the surrounding areas, where the majorityeople do not depend upon agriculture as
main economic activity.

MFI should specify how it defines rural, urban aeani-urban areas.

Guidelines
Indicator expresses geographical targeting in terhadients served in rural areas.

Active clients Individuals with credit or savings accounts (exithg remittances or other
financial transactions). Institutions who only ntain accounts data (savings and credit) need
to avoid double counting.

Sources of information

Centralized approaciMIS, or, by default, statements by managemenelevant staff

External auditverify definitions and how percentages are catedla
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1.5 Does the MFI have reqular service points locateareéas where there are no other MFIs or bank hesc

[] 0= No branch or less than 5% SPS
[] 1= Yes, less than 30 % of the branches 11b-f >
[ ] 2= Yes, more than 30% of the branches

Please specify
Number of service points in areas without otherksaMFIs:
Percentage of service points in these areas:
Percentage of clients served in these areas:

Rationale 1.5

Operating in areas that lack financial institutiaesan important strategy for reaching ex-
cluded populations.

Definition

Service point:Any decentralized mechanism the MFI uses to glents access to financial
services. Includes branches, mobile banking agsrai@lelivery devices that serve clients at
least once a week.

Average distance/timeA decentralized service point is located 50 kn®drours travel time
from the nearest bank or MFI branch. Use the dtetaneasure when clients have access to
private vehicles or frequent public transportatidse time measure when the branch office is
under 50 km, but clients do not have vehicles, oglyinfrequent public transportation or go
by foot. In this case, establish the average tonafclient to reach the branch.

Guidelines

The indicator establishes the percentage of sepdets in areas where no other MFIs or
banks operate. Specify the number of decentralssgdices points and the total number of
service points. Specify the percentage of clieraaaged by these service points. This percen-
tage does not affect the score, which could leaghtander-estimation of the MFI's efforts to
reach isolated areas (This percentage is likely)lomonetheless, it provides qualitative in-
formation on these service points.

Sources of information

Centralized approachstatements from management or relevant staff/tiepats (local
branches, regional offices, etc.)

External audit:compare geographic distribution of MFI's branchefficial data on coun-
trywide geographic distribution of commercial banésoperatives, other MFIs
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Criteria 2 — Individual targeting (10 points)

1.6 Does the MFI use a targeting tool to select pdients?

[] 0= for less than 10% of new clients over the lastry
[] 1= for less than 50% of new clients over the lastry
[] 2= for more than 50% of new clients over the lastry

Please specifyif score is 1 or 2, specify the targeting tool:
Number of new clients targeted with a targetind toer the last year:
Total number of new clients over the last year:

Percentage of “screened” clients:

Rationale 1.6

Using targeting tools to select clients reachestdéhget population more effectively and pre-
cisely.

Definition

Targeting tool:any method that collects data (via visual asses@nquantitative or qualita-
tive surveys, interviews) before accepting newntie Targeting tools improve outreach to
the poor by screening out the “rich” or selectihg tpoor” for loan requests. It is nobnsi-
dered “targeting” if the MFI measures poverty afielecting the client (see indicator 1.8).

Examples

- PPI, Housing Index, Participatory Wealth Rankinggavls Test, resource surveys.

- Indicators based on the client’s situation: fanfilumber of children, number of working
adults, etc.), illiteracy, housing index (size oluse, access to electricity, water, sanitation
services), assets (productive or durable goods flikasehold appliances, vehicles),
pledges (savings, jewelry), arable lands, etc.;

- Estimated household incomes;

- Participatory wealth ranking: community memberskrémemselves based on their own
definitions of wealth and poverty

Guidelines

The indicator focuses on new clients (those joirtimgy MFI over the last year) to assess this
strategy.

Sources of information

Centralized approaclstatements by management and MIS for the percentag

External auditverify targeting tool and how it is used; manuigbmcedures for the loans
Participatory approaclinterviews with loan officers on the targetingtand how it is used
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1.7 How does the MFI ensure that the tool is propesigd by loan officers?

[] 0 = Nothing is done
[] 1= All loan officers are trained in the tool andazcuracy and reliability verified through crossecking of
information collected by loan officers

If score is 1, specify method of verification

Rationale 1.7
Effective individual targeting requires verifyinige targeting tool’s quality and proper use.

Definition
See 1.6

Guidelines

Accuracy:Do the selection criteria distinguish the poor #@melrich? Identify the excluded? Is
there a risk of eligible people being overlooked ann-targeted people selected?

Reliability: Is the targeting tool administered to all nevewts? Are loan officers trained in its
use? Is there a risk of loan officers filling obettool with approximate data, without client
input?

Formal cross-checkddoes the MFI do cross-checks with selected anectegl clients to
check for errors in the selection process?

Sources of information
Centralized approaclstatements by management

External auditverify existence of training sessions and qualiintrol procedures; informa-
tion from loan officers regarding their understargdof the tool, trainings they have partici-
pated in, quality control procedures for the tool

Participatory approachocus groups with MFI staff on usefulness andatglity of targeting
tools

32



1.8 Does the MFI measure the poverty levels of iteng/recently joined clients (less than orl@mamej>
PS 14a

program)? Q_/

[] 0 = Nothing is done to measure poverty levels
[] 1= Yes, either a sample survey was conducted {ft@ss2 years ago) or systematic client surveysanged
out regularly

Optional, needed for SPS If no do you plan to dndbe future?

Please specify:Which methods does the MFI use to measure thertgolewels of entering/recently joined
clients (Check all that apply):

[] Progress Out of Poverty Index (PPI)
[] Poverty Assessment Tool (PAT)

[] Per Capita household expenditure
] Per Capita household income
Poverty levels that are not benchmarked:
[] Housing Index

[] Participatory Wealth Ranking (PWR)
[ ] Means test

[] Food security index

[] Per Capita household expenditure
[] Per Capita household income

] Own Proxy Poverty Index

[] Other (please specify)

Rationale 1.8

Measuring the poverty level of new clients is a wwayerify user profiles. Information can
serve as a baseline to measure changes in stasfdasidg over time.

Definition

New clients Ideally, clients who have just received theisfiloan. If the MFI tends to meas-
ure poverty levels after this point, the term mpplg to clients receiving their first loan with-
in the last six months. If the number of new clgeig too small for a representative sample,
the term can apply to clients receiving their flcgn within the last year.

Poverty surveys generally focus on the househalegtrahan the individual (household assets,
family composition, etc.) For surveys that focustbe individual, the MFI must be able to
isolate assets and income directly attributabkiaéoclient.

Guidelines

Surveys may be based on a client sample (when &tered after the client has taken a loan)
or all clients (usually the case when data is ctdlé at the time of loan application).

Future projects are not taken into account in &pkional question only needed if the MFI
wants to report on the SPS/Mix market.

Tools (definition SPS):

1. Progress Out of Poverty Index (PPICGAP-FORD, Grameen: the PPl is a composite of
10 easy-to-collect, non-financial indicators sushfamily size, the number of children (at-
tending school), type of housing and assets, lirtkeal poverty likelihood score, according to
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different poverty lines. Each PPI is specific ® particular country characteristics as each is
based on a recent national household survey theergoexpenditure or income.2.
IRIS/USAID Poverty Assessment Tool (PAT)also based on recent national household sur-
veys that cover expenditure or income, PAT is antguspecific questionnaire of 15-18 indi-
cators that are benchmarked to different povengdi (Initially designed to report on the % of
clients who are 'very poor' according to the legigse definition of 'extreme poverty' for the
country in question)3. Per capita household expendituresum of total household expendi-
ture (for consumption or non-consumption) dividgdtlbe number of members living in the
household 4. Per capita household incomeaggregate income from all household income
from work, capital and government transfers, casth ia-kind - divided by the number of
members living in the household). Housing index the Housing Index uses the structure of
the house and sometimes the compound, the matisgdl for building the house, the number
of rooms, the presence of running water and bathrfazilities to differentiate between eco-
nomic levels of households and identify those wie@oor. 6. Participatory wealth rank-

ing (PWR): PWR relies on criteria that communities themsgldefine to conduct assess-
ments of who within their communities they deenmb&poor and who relatively better off.
PWR lets communities themselves define what carteitpoverty and relative well being and
lets communities then classify households accortbngelative levels of povertyl. Means
Test the means test uses a very simplified househatteyg to determine poverty levels of
households. A small number of relatively easilyifi@nle and generally asset based indicators
are used, including land ownership, livestock owhgr, ownership of radio, television, etc.
Other indicators that may be used are educatield or social indicators. A composite
score is then derived to rank househoRisi-ood security index it is a quantitative assess-
ment of the availability, stability and access ¢éod supplies in each country, as well as the
nutritional outcomes that result from food insetgur®. Own Proxy Poverty Index any oth-

er poverty indicator used by your institution.

Sources of information
Centralized approaclstatements by management

External audit/participatory approaadtiiscussions with loan officers on loan conditiotise
loan application process, and loan application &ranoss-check with data available in MIS;
for occasional (rather than systematic) surveysfyeurvey reports, questionnaires, survey
methodology
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1.9 What percentage of all entering/recently joinagdntk is estimated to be below the poverty linghatend of
the reporting year?
[] 0= does not know / less than 10% of the new clian¢ poor

[ ] 1= more than 10% are poor SPS
[] 2= more than 30% are poor 20 >

What poverty line(s) does your institution considaen measuring the poverty levels of your entgracently
joined clients? (Check all that apply):

] National Poverty line

[] US$ 1.00 a day international poverty line

[] US$ 2.00 a day international poverty line

[] Other (please specify):

Please specify, what exact percentage of all emjémecently joined clients are estimated to be Wweloe povert
ty line, at the end of the reporting year?
What percentage of all entering/recently joineiérts are estimated to be in the bottom 50% optheerty line
at the end of the reporting year?

Specify — see list in 1.8 — which poverty tooKg)sed to calculate this data:
Was this data gathered from] a sample of clients[/] all clients? If from a sample, provide details the
size, period and sampling methodology:

Rationale 1.9

The MFI can measure the poverty levels of clientubing international definitions, or na-
tional poverty lines.

Definition (SPS)

1. Very poor: Clients living below an absolute extie poverty line. Common extreme pover-
ty lines include (1) persons in the bottom 50%hafse living below the poverty line es-
tablished by the national government, or (2) pesdosing on less than US $1.00 per day
(technically $1.08 per day per capita at 1993 Pastily Power Parity - PPP) or on less
than of US $1.25 per day at 2005 PPP.

2. Poor: Clients living below a poverty line. Commoverty lines include (1) persons living
below the poverty line established by the natiagmlernment, or (2) persons living on
less than US $2.00 per day in daily per-capita edjperes at 1993 PPP.

3. Low income: Clients above the poverty line batolw the national average income. For
any update about poverty lines and PPP visit: Wipw.povertytools.org/

Guidelines

Establish the portfolio percentage going to newentb classified as poor, using data on all
new clients or a sample of borrowers. Data musegethan two years old.

Specify the poverty definition used by MFI. Thislivdetermine the poverty line used to ana-
lyze the MFI's results (national threshold, 50% dvelnational threshold, 1 USD/day, 2
USD/day, MFI's own definition).

To answer indicator 1.9, use the poverty line @ral threshold, 2 USD/day or MFI's own
definition), rather than the extreme poverty 1i68% below national threshold, 1 USD/day).

Sample details (number of clients, selection da)andicate accuracy of results.

Sources of information
Centralized approachMIS (if data systematically collected, processed analyzed)

External auditverify recent survey reports on new clients’ poye@rofiles
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1.10What percentage of clients are women?

[] 0=does not know/less than 10% of the total nunobactive clients
] 1=less than 50% of the total number of activenttie
[ ] 2=more than 50% of the total number of activentie

Number of women active borrowers: sSPS
Percentage of women active borrowers: 12a-d
Number of women voluntary savers:

Percentage of women voluntary savers:
Women clients = (women bor+wom savers)/total clients

Rationale 1.10

Women are often excluded from financial serviceenW¥n’s access to credit can have a di-
rect impact on a family’s well-being. Specificatirgeting women requires adapting services
to their constraints and needs (see indicator 3.14)

Guidelines

Determine the percentage of active clients are woifweomen borrowers + women sav-
ers/total active clients5PS indicator calculated percentage of savergparzkéntage of bor-
rowers.

Source of information
Centralized approactMIS

External auditverify how information is collected in the MIS
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1.11What percentage of clients is from socially maadimed and/or vulnerable groups?

[] 0=does not know/less than 10% of the total nurobactive clients
] 1=less than 30% of the total number of activenttie

[ ] 2=more than 30% of the total number of activentte
Specify number of clients who are indigenous peoptthnic minority, if applicable: Q@
Specify number of clients from indigenous peopieletminority:
Specify other target groups and number of clients:
Target group: Number of ddient
Target group: Number of clients:
Target group: Number of clients:
Target group: Number of clients:

Rationale 1.11

Effective individual targeting requires knowledgiectients’ profiles. This indicator focuses
on “exclusion” and “vulnerability”, not poverty.

Definition

Marginalized/vulnerable groupMay be defined by race, caste, ethnicity or rehgand may
include persons with disabilities, homeless, indyndisplaced persons or refugees. Also
may include persons often excluded from microfimasach as farmers or young people be-
tween 16-25 years of age.

Guidelines

Determine the percentage of clients (savers andowers) considered as marginalized
groups

Source of information
Centralized approaciMIS or recent studies on target population

External auditverify exclusion criteria used by the MFI

Participatory approacltverify whether MFI stakeholders consider exclasoiteria relevant;
evaluate perception of percentage of clients metetria
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Criteria 3 — Pro-poor methodology (9 points)

1.12Does the MFI provide unsecured loans?

[ ] 0 = For less than 10% of the total number of actigrrowers
[] 1 = For less than 50 % of the total number ofvactiorrowers
[ ] 2 = For more than 50 % of the total number ofvactiorrowers

Specify the form of social guarantee(s) used byvike /s—p?
b

Percentage of the borrowers: Kw:
Optional, needed for SP&possible, state the percentage of clients waeehgraduated from group loa e
ing the reporting year

Rationale 1.12

“Social” collateral reduces entry barriers for fh&or and excluded and creates a relationship
of trust between MFIs and clients, thanks to arr@ggh that is very distinct from commercial
banks.

Definition

Unsecured loand.oans secured by collateral that banks usuallpataaccept such as solidar-

ity groups, recommendations by a trusted thirdypanthysical guarantees with a commercial
value largely inferior to the loan amount but aftihivalue to the client. If physical guarantees
are required for the loan, it is not longer consedean unsecured loan.

Note: If compulsory savings is a condition to borrowisitnot considered an unsecured loan,
unless the savings amount is less than 10% ofltmalamount.

The practice of deducting a fixed amount from tenl to lock into savings is not considered
an entry barrier, but can increase the cost ofdwang. It is considered an unsecured loan if
the deducted amount is less than 10% of the loasuamAlthough this form of compulsory
savings is debatable (it does not incite savingsawer), it does not limit poor people’s
access to financial services.

Guidelines
Determine the percentage_of active borrowers

May be calculated by summing all unsecured loansgype €.9.,sum of borrowers in group
loans + sum of borrowers with emergency loans).

Data on_active borrowenssed to give an idea of the situation at the tohthe audit. If un-
available, information on loans disbursed overlést twelve months or during the last fiscal
year can be used. Specify source of information.

The question on graduation, not taken directly axtoount in SPI is optional and only needed
if the MFI wants to report on the SPS/Mix market.

Sources of information
Centralized approaclstatements by management and MIS for percentage

External auditverify categorization of unsecured loans and datmn of the percentage

Participatory approachitiscuss with different stakeholders (managemeat bfficers, clients
if possible) the usefulness of social collateraltfee clients (are they really replacing physical
guarantees?)
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1.13Does the MFI provide loans with alternative forofi€ollateral in order to facilitate productive s?

[] 0 = less than 10% of the total number of activedwers are covered with such guarantee
[] 1 = more than 10% of the total number of activerdwers are covered with such guarantee

Specify the form of collateral:

Percentage of active borrowers secured with sudlatewal:

Rationale 1.13

Offering alternative forms of collateral backed grpductive assets acquired with the laan
other non-traditional assets is a way to increamtial access of poor households. The main
guarantee is the future income, which eases bargeentry for poor households. Moreover,
productive loans have a greater impact on the lmldeind local economy than consumer or
trade loans.

Definition

Forms of collateral that facilitate productive Isainclude collateral backed by client produc-
tion or assets acquired with the loan.

Warrantage:Inventory or warehouse credit refers to the usstotks of commodities as a
physical guarantee. It allows farmers to pledgeks as security against loans for trade or
processing, or to take advantage of a rise in codityprices.

Hire-purchase, leasingdire-purchase (or leasing) is an alternative aditronal medium-term
equipment loans. It enables clients to finance @gent, which itself serves as the guarantee.
Leasing involves separating ownership of a gooth wdufruct (the right to use someone else’
property). The MFI remains the legal owner untd thient repays the loan.

Factoring The use of accounts receivable to guaranteera loa

Sources of information

Centralized approaclstatements by management; documentation on pigduotans offered
by MFI

External auditverify loans in question are indeed designed fodpctive purposes; manual
of procedure for such loans
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1.14Does the MFI provide small loans 80% GNI per capita) to facilitate access for then?

[] 0 = small loans < 30% of the total number of athorrowers
[]1 =small loans < 50% of the total number of athorrowers
[ ] 2= small loans 50% of the total number of active borrowers

(1) GNI per capita of the country: USD EXchange rate: 1 USD = (local currerey)
of (date) (3) GNI per capita in local curegrn(1)x(2) = (local currency)
(4) Small loans = 30% of GNI = (3) x 0,3 What ig thercentage of active borrowers, below (4): ?

Rationale 1.14

The poor do not necessarily need small loans dnly,to ensure services are accessible to
people with low repayment capacity, MFIs shouldueaest least a portion of their portfolio is
comprised of small loans 30% of gross national income per capita).

Definition

A loan is considered small when the annualized kraount is less than 30% of annual GNI
per capita.

Gross national incomemeasure of national income. Sum of income (ssdaand financial
revenues) received for a given period by all resigeroducers. Standard reference used by
international organizations (MIX, World Bank, UrndtéNations). GNI per capita is not an
ideal reference for comparison (due to regiondedi#ices, inequality between countries), but
there are no simple and standardized alternatppopriate for the purposes of the SPI.

Two types of information are available at the coystale: GNI per capita and GNI adjusted
for purchasing power parity (PPP). The latter isadjustment that equalizes the purchasing
power of different countries to facilitate interiwatal comparison of GNI. Since loans are
used in a local context, local prices and localchasing power must be considered. It is
therefore necessary to use GNI data that HAS NOENBBEDJUSTED FOR PPP. See list of

GNI per country in the appendix 1.

Guidelines

Calculation:(1) GNI per capita is provided in USD; (2) findtdbe exchange rate of USD to
local currency; (3) convert GNI per capita intodbcurrency and (4) calculate 30% of GNI
per capita in local currency. Next, verify in thd9vthe number of active borrowers that re-
ceive loans equal to or less than this amount endrd this number as a percentage of total
clients. To limit biases, exclude small loans w#hms under three months so that for exam-
ple trade loans disbursed three or four times ¢osdme client do not artificially increase the
ratio.

Challenges to data collectio@roup loans registered in MIS as one loan. Anayercan be
used: a 1000 USD loan to a group of 20 people wbal80 USD per person.

MIS classifies loan sizes in categories that doawstespond to 30% of the GNI per capita
(e.g.,loan data is presented in categories of 500/10@1LSD and 30% of the GNI per ca-
pita is 800 USD); in this case, the auditor shodéhtify the trend based on the MFI's catego-
rization. Some MIS can recalculate data based ohpg@Ncapita.

MIS does not categorize loans according to amaiguifies an inadequate MIS.

Sources of information
Centralized approaciMIS - External auditverify how information is collected in the MIS

40



1.15Does the MFI authorize small installments (<1% @Mt capita)?

] 0 = minimum installment is more than 1% GNI (mdptbasis)
[] 1 = minimum installment is less or equal to 1% GiKbnthly basis)

=}

Specify the size, in local currency, of the minimuastallment amount for loans with monthly repayte@

Rationale 1.15

Small loan amounts are not enough to ensure thegawoaccess services. Small installments
should also be allowed, to respect liquidity caoaisiis of poor clients.

Definition

See indicator 1.14

Example

It is very different to borrow 600 USD for a threenth term with a monthly installment of
200 USD than to borrow 600 USD for a twelve-mormmt with monthly installments of 50
USD. The latter is preferable for people with lidjty constraints.

In a country where GNI per capita is 1000 USD, alsmonthly installment would be under
10 USD or (2.50 USD for weekly installments).
Guidelines

Calculation:(1) GNI per capita is provided in USD; (2) findtdbe exchange rate of USD to
local currency; (3) convert GNI per capita intodbcurrency and (4) calculate 1% of GNI per
capita in local currency. Next, verify in the MISwith loan officers if at least 5% of monthly
installments are less than this amount.

See list of GNI per country in the appendix 1.

Information is based on monthly installments, threshicommon among MFIs. For MFIs with
weekly installments, make adjustments by takingrntfi@mum weekly installment and mul-
tiply by 4. While it is very different to reimburs0 USD per month as opposed to 25 USD
per week, the adjustment is only meant to be apprabe and to facilitate comparison.

The minimum amount must apply to at least 5% oh$oa

Sources of information
Centralized approacinterviews with loan officers, MIS

External auditverify loan product in question is used by at iéf% of loans
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1.16Does the MFI allow the opening of saving accouwvith very small amounts (% GNI)?

[] 0 = Minimum amount > 1% GNI
[]1 = Minimum amount 1% GNI

Please specify: Minimum amount in local currency:

Rationale 1.16

Cash-strapped clients should be allowed to depesit small amounts on a regular basis to
encourage savings.

Definition

See indicator 1.14

Examples

In a country where GNI per capita is 1000 USD,rtieimum amount to open an account is
10 USD. If the MFI does not offer savings servidas, actively facilitates access via another
institution, note the minimum amount of this partmestitution.

Guidelines

Calculation: see indicator 1.15

See list of GNI per country in the appendix 1.

Some MFIs may not specify a minimum amount and agtiept any amount. In this case, the
score is 1.

Sources of information

Centralized approacimterviews with credit agents, MIS

External auditdocumentation describing saving services, intarsiwith tellers, savings ma-
nual of procedures
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1.17 Does the MFI encourage solidarity between theethiffiit branches of the institution or between tlifeint
loan products?

[]0= No
[]1 = Some degree of solidarity, but informal metsms
[] 2 = Yes, through formal strategy (funds, differeftinterest rates, etc.)

If answer is 1 or 2, explain the strategy:

Rationale 1.17

One way for an institution to branch out into ditfit contexts and reach more “costly” clients
(those who drive up transaction costs due to distasmall transaction size, monitoring) is to
take advantage of its stable and less costly dpesato support its higher-risk operations
through cross-subsidization, solidarity funds asfprsharing. This kind of solidarity among
branches (or products) can help the MFI promote@cnc development in isolated commun-
ities and risky economic sectors.

Definition

Solidarity among new branches, among branches tpgria difficult environments, cross-
subsidization to facilitate service provision foetexcluded. Examples: (i) The surplus of the
most profitable branches are used to sustain beantttat are less profitable, either because
they are new or located in very poor or remotesar@aThe surplus of profitable products are
used to offset losses of less-profitable produtas are less profitable, but meet an important
social need. (iii) A profitable branch covers thests of training loan officers of other
branches.

Example

The surplus of the most profitable branches maydesl to sustain ones that are less profita-
ble either because they are new or located in peoy or isolated areas. The surplus of prof-
itable products may be used to offset losses af pesfitable products (cross-subsidization)

that meet an important social need. A profitablenich may cover the costs of training loan

officers of other branches.

Sources of information
Centralized approaclstatements by management

External audit:verify operational guidelines of any solidaritynfls, interest rates of loan
products, justification of these interest rates
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Dimension 2: Products and Services

Rationale for Dimension 2

Microfinance has the potential to bring financiahsces to the poor and excluded. But it is

not enough to decide to target a population; prtedaad services must be adapted to their
needs. Microfinance services are too often stamdesld small loans, monthly repayments,

solidarity group guarantees. Providing high-quadigyvices that are well-adapted to clients—
l.e. suitable to the local context, diversified, ettt and transparent—requires innovative

rollout techniques and a proactive strategy comigiraccess to financial and non-financial

services.

MFIs need to know their target population to desgitable financial services. Dimension 2

focuses on characteristics of products and servibesdesign process, but also the MFI's
knowledge of clients’ needs. The indicators arepéémand standardized, hence may not ac-
count for the specific quality standards used ffecent MFIs. A more in-depth analysis of an

MFI's internal process to adapt services and lichignt drop-out can be conducted through
internal discussions with staff or an external audi

The maximum total score for dimension 2 is 25 int

Criteria for Dimension 2

Criteria 1 — Range of traditional services

This criteria evaluates the diversity of the tramfil services (savings and loans) offered by
the MFI. From the client perspective, product dsgris fundamental. Diversity implies a
variety of terms and conditions adapted to diffeferancial needs. This criteria assesses the
range of products offered by the MFI. An MFI witbtb savings and credit services will re-
ceive a higher score than one with only credit.

This said, when interpreting the results of thisedia, one must consider elements that limit
the MFI's capacity to diversify, noted in the figgrt of the questionnaire. These may be legal
(a ban on savings mobilization, for instance) aaficial (an MFI may decide to offer a li-
mited range of products to stay cost efficientydung MFI operating in a restrictive regula-
tory environment will necessarily receive a loweorg, which is why results analysis by peer
groups is useful.

Please note, the questionnaire is also designedtter information on services that are not
offered directly by the MFI, but that the MFI seaksfacilitate for its clients. The intent is to
recognize efforts to partner with other organizatico clients can access services the MFI
cannot provide itself.

Example: Promujer in Bolivia, an un-regulated Mpilpposes opportunities for savings to its
clients thanks to a partnership with FIE, a regadaton bank financial institution.

Criteria 2 — Quality of services

This criteria evaluates quality through objectivel aerifiable proxies. Quality of services is
an important part of performance, but difficultrtieasure objectively. The SPI methodology
prioritizes concrete and verifiable indicators. fiéfere, it is critical to be specific and com-
plete when filling out the questionnaire, and tonptement data collection with staff discus-
sions to nuance findings.
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Criteria 3 — Innovative and non-financial services

This criteria evaluates the MFI's efforts to adoptovative approaches and adapt its services
to a wide range of client needs. MFIs have longhberecouraged to focus exclusively on sav-
ings and credit. However, several studies show différing complementary non-financial
services can enhance the impact of financial sesvitt is not necessary for the MFI to pro-
vide the innovative or non-financial services dilecThey can be offered through another
organization, in partnership with the MFI.

Total score for Dimension 2: 25 points.
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Criteria 1 — Range of traditional services (7 point  S)

2.1 How many different types of loan products doeshtig offer?

O 0 = Only one or two
O 1 = More than two

Rationale 2.1

Offering a range of loans makes it easier to attaptient needs. A diverse product mix can
help an MFI address both business and householtsnéevaried product offering can also
allow for cross-subsidizing, as interest rates geatepending on loan use and user.

Definition

Products are considered different when at leastafntbe following characteristics are differ-
ent: purpose, disbursement conditions, minimum-maxn amount, term, collateral, interest
rate and repayment schedule

Example

An MFI offers two loans. One has a three month taha other a five month term. The pur-
pose, minimum and maximum amounts, collateralrasterates and schedule are the same for
both. In this questionnaire, these two types ofisomust be considered a single product.
Guidelines

To be considered a separate loan type, the produst be used by at least 5% of clients.

Loan Purpose | Conditiongin-Max | Term Collateral | Interest | Repayment
Type Amount Rate schedule

Type 1

Type 2

Type 3

Type 4

Different products may be offered in distinct geaygrical areas to adapt services to the area’s
specific context. An MFI can offer up to three drént products in three different areas. Al-
though clients technically have access to onlyloaa type, hypothetically each loan type is
adapted to the area, and therefore the MFI hasgifiieel and adapted its product range.

Sources of information

Centralized approactStatement by MFI management and documentation pribduct de-
scriptions.

Participatory approacltauditors can organize focus groups with managenfieid staff and
clients on perceptions of service diversification.
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2.2 Does the MFI provide emergency loans?

O0=No

O1=Yes

Specify the types of loans:

[] Loans for immediate household needs @>
[] Lines of credit (for consumption)

[|Other, please specify:

Rationale 2.2

Emergency loans are an important service for hglpmnerable groups deal with difficult
and unforeseeable circumstances.

Definition

Emergency loandoans with short terms (less than three montha) are disbursed rapidly
(one or two days) and do not require a specifippse; may be officially categorized as a
consumer, emergency, social loan.

Line of credit (for consumption)from SPS): a pre-established loan authorizatigh & spe-
cified borrowing limit extended by a lending ingtibn to an individual for its consumption,
based on creditworthiness.

Sources of information
Centralized approacl8tatement by MFI management and product desangtio

External audit:Auditor can also cross-check with field staff tasere emergency loans are
indeed being used for social needs. Loans manyabcedures.
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2.3 Does the MFI provide loan products specificalijot@d to clients’ social needs?

O 0 = No specific loan products
O 1 = One or more specific loan product

Specify the type of loans:
[ ] Education loans

[] Housing loans

[|Other, please specify:

Rationale 2.3

MFIs often offer loans with maximum one-year tern particularly adapted to specific
needs. Loans designed with specific needs in mamdbe used to make home renovations,
buy a home, educate children and prepare for irmpbdocial events. By extending terms,
clients are better positioned to invest in theisibass, increase their own capacities, secure
existing revenue sources, even increase income.

Guidelines

To be considered a separate loan type, the produst be used by at least 5% of clients.

Sources of information
Centralized approacl8tatement by MFI management and product desangtio

External auditAuditor can also cross-check with field staff ttsare these loan products are
used for the intended purpose. Loan manual of piwee
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2.4 Does the MFI provide loans specifically tailoredctients’ productive needs?

O 0 = No specific loan products
O 1 = One or more specific loan product; must ineladl least one of the following loan types:

] Microenterprise loans

[ ] SME loans

[] Lines of credit (for business)
[] Long term (more than one year)
[Agricultural loans

Rationale 2.4

MFIs tend to offer consumer or business loans witltonsidering value creation. Vulnerable
households need access to services that bolster pfueluctive capacity and help create
wealth, even if this means making higher-risk loglort-term loans with monthly repay-

ment are poorly suited to many productive actisitiglFIs are better positioned to serve arti-
san and agricultural sectors, for example, by adggerms, conditions and loan amounts to
the specificities of these sectors.

Guidelines

Loan amount must be larger, with either a termwvadrd.2 months or flexible reimbursement
(more than 3 months)

Sources of information

Centralized approaclstatement by MFI management and credit produdarig®ns.

External audit/participatory approadhor more in-depth analysis, auditor may talk withn
officers about client requests to modify existimgn products. While not as rigorous as a
market study, these kinds of discussions often feadeas for improvement. Loan manual of
procedures.
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2.5Does the MFI allow local branches to adapt theddpcts and services to clients’ needs?

O 0= No, all procedures are set by headquarters
O 1= Some flexibility is allowed in the local defiitin of products (changes may be subject to heatkyuap-
proval)

Rationale 2.5

An MFI that branches out often ends up operatindifferent contexts, be it in terms of the
main economic activity, client profile, culturalmas or accessibility. A standardized product
offering is often inappropriate under such circuanses. This indicator is designed to ac-
knowledge institutions that recognize flexibilityasnbe necessary at the branch level.

Example

In many countries, agricultural cycles differ frane region to the next. In this case, an MFI
may decide to let branches adjust terms and repayschedules.

Sources of information

Centralized approaclstatements by management and documentation oi preducts.

External audit/participatory approackor more in-depth analysis, auditor may talk with
branch and headquarters staff about the advantagsisadvantages of being more decentra-
lized.
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2.6 Does the MFI propose voluntary savings produdtectly or in partnership with other institutiors, active-
ly promote savings?

O 0 = No voluntary savings products (or voluntaryisgs concerns either less than 5% of clients ss than
5% of the volume of the loan portfolio)

O 1 = Voluntary savings services are provided byNtd, or through an operational partnership wittotuer
financial institution. Or, the MFI provides inforti@n or training sessions to promote savings (injwoction
with savings institutions).

Specify types of savings proposed by the MFI (tirec
O Checking accounts

[J Savings accounts < SPS 39
O Fixed term deposits

[ Special purpose accounts
O Other, please specify

Rationale 2.6

Savings is an important service for microfinanderdk. It reduces vulnerability and can be
used for investment. Savings is less risky thando&ome unregulated MFIs are not allowed
to mobilize savings, but can work with regulatedhficial institutions to help clients access
savings services.

Definition

Voluntary savings versus compulsory savingsluntary savings is mobilized by the house-
hold to meet its needs. Compulsory savings are teMFI requires clients to save, usually
as a condition for accessing loans. The SPI does$ake into account compulsory savings,
often seen as a constraint by clients (thus witifetucational” impact in terms of inciting
savings behavior) and rarely available to be usedly by clients. Compulsory savings are
rarely remunerated and clients are forced to kemmanum amount.

Sources of information
Centralized approaclstatements by management

External auditdocumentation on savings products, savings masfyabcedure

51



2.7 Does the MFI (or a partner financial institutigmovide voluntary savings specifically tailored dlients'
social needs?

O 0 = No specific savings products
O 1 = Specific savings products provided by the NFflthrough another financial institution)

Please specify:
O Housing,[J Education Retiremenf] Health[J Other, specify:
Please describe conditions:

Rationale 2.7

Just as loans can be tailored to social needscétati 2.3), some institutions allow savings to
be used for health issues, retirement, housingdacaional needs. In some cases, savings
products are more appropriate than loans, partigulahen dealing with very vulnerable
households. Such arrangements make savings maaetiag to clients and serve to shore up
the institution’s liquidity.

Sources of information
Centralized approaclstatements by management

External auditdocumentation on savings products.

Participatory approachauditor may talk with loan officers about cliemtquests to modify
existing savings products. While not as rigorous asarket study, these kinds of discussions
often lead to ideas for improvement.
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Criteria 2 — Quality of services (9 points)

2.8 To what extent are the MFI's operations decerteal?

O 0 = Low degree of decentralization (rati®.5)
O 1 = High degree of decentralization (ration < 0.5)

Rationale 2.8

A key characteristic of microfinance is proximityoncentrating operations in a few branches
can reduce operating costs, but undermine theioe#dtip of proximity with clients and ac-
cessibility. Moreover, this concentration often éfts urban centers to the detriment of rural
and marginalized areas.

Definition*

This indicator is based on an index used to evaltie degree of concentration of organiza-
tions: it is the sum of the squared shares of tdiéor each branch. A high ratio indicates a
very centralized institution (an institution tharees all its clients in one branch would meas-

ure 1), while a low ratio indicates decentralizat{@n institution whose clients are spread out
among twenty branches would measure 0.05).

Example

- An MFI has only one branch:
Decentralization ratio =12 =1

- An MFI has two branches serving 70% and 30% ohtdie
Decentralization ratio = 0,72 + 0,32 = 0,49 + 000,58

- An MFI has twenty branches, each serving 5% ohtdie
Decentralization ratio = 20 x 0,052 = 0,05

Guidelines
Fill in the table to calculate the ratio.

Name of branch Number of clientShare of clients serve®quared (x?) share
served by the brangt{branch clients/total clients)

Total clients: Total squared shares

Sources of information
Centralized approach/external audiitS and documentation regarding the branch outreach

* The Herfindahl index
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2.9 Timely delivery: On average, how long does it takelisburse a first loan?

1 0 = more than 2 weeks
[ 1 = less than 2 weeks

Specify how long it takes the MFI to disburse stfioan? days

Rationale 2.9

Many clients greatly appreciate timely disbursemesnit allows them to take advantage of
opportunities, respect business commitments andadégeemergencies.

Definition

Average time required to disburse a first laarthe number of days that pass between the
moment the loan application is submitted to diskbomsnt. Should be measured for all new
clients over the last 12 months and should inclagle required training and unexpected de-
lays due to liquidity shortages, lack of availalolan officers, etc.

First loan Information must be collected for the first loamly, as it is the only way to ensure
comparability. MFIs tend to respond more quicklycerthey know a client; accounting for
seniority requires an analysis that is too compestandardize.

Guidelines

Some biases may result from discrepancies betwesemyt and practice: a loan officer’s tardy
transmission of a loan request, disbursement diffess due to liquidity constraints, etc.
Sources of information

Centralized approaclstatements by management and loan officers.

External auditVerification of the loan process
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2.10What is the effective interest rate of the masml@roduct?

1 0 > cost of funds + 30 %
[ 1 < cost of funds + 30 %

[ 2 < cost of funds + 20 % C@
9b-
Please specify:

What is the main loan product you offer?

What percentage of the portfolio does it represent?

Provide the effective annual interest rate for youain loan product (use the methods developed layofiiti-
ance Transparency to obtain the APR- Annual Peegmt Rate, with the APR calculation tool:
http://www.mftransparency.org/):
Optional, needed for SPS
Do you know the percentage of your clients thattareowing from other institutions? If yes, providstimated
percentage:

Do you know the percentage of your clients thattameowing from moneylenders? If yes, provide thinegated
percentage

Formula for its calculation (if not the APR calciida tool, recommended):  Cost of funds fa MFI
(see 2.ein Partl): __ Portfolio yield: Average loan size (local currency): Anrinfidtion
rate:

Rationale 2.10

Interest rates are the subject of lively debat@icrofinance, and must be examined carefully.
MFIs need to cover costs to be sustainable andestteate ceilings often push them out of
rural areas, keep them from serving the poor, aad them to offer standardized products. At
the same time, some institutions do practice exgglgshigh rates. It is critical that the cost of

financial services be transparent. This indicatorsao clearly state an MFI's interest rate, as
well as the cost of funds for the MFI. The MFI'sacacteristics must be taken into considera-
tion (age, area of operations, average loan se®jcgs offered, etc.) when interpreting re-
sults.

Definition

Main loan products the reference product for calculating the difecinterest rate. It is the
loan product that is used by the largest numbefients.

Cost of fundsrefers to what it costs the MFI to access fundsofolending. For MFIs that
borrow from several external sources, calculat@aarage interest rate. For MFIs that rely
essentially on savings, take the interest rate agtrased time deposits plus 4% (average cost
of managing savings accounts). The average finbexpense ratio can be used here.

Effective interest rateAn effective interest rate incorporates all fin@hcharges (interest,
fees and commissions) to calculate the intereshememaining principal for the loan period.
The effective rate is the financial cost to therbaer, assuming there is no obligation to save.
It includes all financial charges represented lpeecentage of the loan amount used during
each payment period. This rate is different fromanthly or annual percentage, which does
not take into account charges, fees or commissisacated with the loan.

The global effective rate must be calculated usingtandard formula available in English
developed by Microfinance Transparency to obtaa AfPR- Annual Percentage Rate, with
the APR calculation toohttp://www.mftransparency.org/
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Guidelines

As a rule, cost of funds plus 20% is in the lowganvhile cost of funds plus 30% or more
suggests inefficiencies or abusive rates.

Portfolio yield must be noted (to give an idealod how much the MFI earns in interest), as
well as average loan size (to get a sense of tdneacosts, which may be higher if loan size
is small) and inflation.

Questions on alternative forms of borrowing (otfieancial institutions, moneylenders) are
optional for SPI and only needed if the MFI warmtsdport on the SPS/Mix market.

Sources of information
Centralized approactIS

External auditinterviews with financial officers and verificatioof loan contracts. Ideas of
costs and APR in the other national MFIs.
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SPS
2.11 Does the MFI use market research to identify #eds of clients and potential clients? QD

] 0 = No specific procedure

[] 1 = Informally: feedback obtained through fieldféinteractions

[] 2 = Formal market research: client satisfactiorvesys, focus group discussions, interviews withtiegi
clients

[Optional, needed for SPS report: If score is Ot islanned in the future: 0 Yes 0 No. If not,gse explain why
not: ]

How does your institution identify the needs ofrls and potential clients? (Check all that apply):
] Market Research for development of new products

] Client satisfaction assessment (interviews, sigvi®gus groups, etc.)

] Interviews with exiting clients

[] Other (Please specify: )

How often does the MFI do market research?

[] Regularly/ Ongoindg ]Semiannually[_JAnnually[_]Biannually[_]Occasionally/from time to time
[INever[] Planning to start

If score is 1 or 2, describe tools, size of suryeys:

Rationale 2.11

It is important to know what clients need and whsghtvices are apt to draw in non-clients.
Market research sheds light on clients’ evolvingds by taking into account the client’s
perspective. Getting regular feedback from clietas help avoid mission drift and help
adapting services.

Concept
Satisfaction surveya study that measures client satisfaction witkises offered by the MFI

Market researcha study of clients and non-clients to identify a&epreferences and beha-
viors of current and potential users of serviceslyzes family budgets and the use of finan-
cial services. A market study can be used to gonée product development.

Guidelines

MFIs may rely on informal discussions or analydisoan requests as a first source of infor-
mation. Or, using a slightly more formal proces® MFI may identify client needs with in-
formal surveys of clients and non-clients. Finally, MFI may decide to conduct formal stu-
dies with a sample of clients and non-clients angifocus groups.

Future projects are not taken into account in Epkional question only needed if the MFI
wants to report on the SPS/Mix market.

Sources of information

Centralized approacstatements by management.

External auditReplies can be cross-checked by verifying theltesfiany formal studies.
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2.12What percentage of clients dropped out of the MKing the last accounting year?

SPS
[ 0 = More than 30%] 1 = 15-309%] 2 = Less than 15% 7a
To calculate the drop out rate, provide the follogii Total number of clients (borrowers and savaitsthe
beginning of the reporting period:___; Total numlaérclients (borrowers and savers) at the end efréport-
ing period: ;Total number of new clients vigioed during the reporting period:

;What is the drop out rate for thd N\eer the last accounting year?

2.13How does the MFI obtain feedback from dropoutstmir reasons for leaving?
O 0 = No study of the reasons for departure or mtdrfeedback through field staff interactions.

O 1 = Formal exit surveys or regular exit intervielwsfield staff

How often does the MFI conduct or commission exitesys or receive informal feedback from exitirigratis[_]
Regularly,[ ] Semiannuallyl_]JAnnually,[_]Biannually,[_]Occasionally-from time to timg.]Never,[ ]Plan-
ning to start - If any major event has occurredeexal to the institution, that may have affected tirop-out
rate, please report it.

Rationale 2.12/13

Client drop-outs represent lost investment for &l Bhd thus come at a cost. Understanding
why clients drop out is important, even thoughsirarely automatic or natural to collect in-
formation from a client who has left the institutio

A high incidence of exits or inactive clients oftedicates dissatisfaction, although it is natu-
ral for a certain percentage of clients to leavelMd#fl when they no longer need services,
when they move, or obtain access to a formal gt offering different services. MFls
need to have an approximate idea of how many cliarg leaving (or inactive) and why: are
they dissatisfied or has financial access worséimeid socio-economic situation?

Definition

Drop outs and/or inactive client&ny client who has had no credit or savings tratisas
with the MFI for the last 12 months.

This standard definition aims to create a commateraa for client drop-outs, even if MFls
may use different criteria internally. Some consident drop-outs those who do not make a
new loan request immediately following a repaymeytle. This definition overestimates
drop-outs, as it is common for borrowers to wafe& months before borrowing again. In
savings and loan cooperatives, a client is notidensd a drop-out until s/he withdraws his or
her shares from the institution. But regulatoryuess often make this so difficult that share-
holders give up. So as not to underestimate drdg-oucooperatives, we have opted to in-
clude inactive clients—those with no transactionthe last twelve months—in this concept.

The simplest and most common formula used:

Number of client drop-outs (Total number of clients (borrowers and savatd)eginning of
reporting period + Total number of new active digewho joined during the reporting period—
Total number of clients (borrowers and savers) atl eof the reporting period)
(Clients at beginning of period + clients at engbefiod) / 2

Sources of information

Centralized approachn some cases, information is available in the Mitherwise, use the
above formula. Statements from management anddff@ers (2.13).

Participatory approactencourage management and field officers to disedssthey think
clients drop-out; discussions with clients and kents can be valuable.

58



Criteria 3 — Innovative and non-financial services (9 points)

2.14 Does the MFI provide innovative financial servidgesmore than 5% of its clients (directly or vishet
specialized organizations)?

[10=No
O 1 = one innovative service
O 2 = more than one innovative service

Which of the following does the MFI provide:

O Life insurance (for credit life insurance”, seeasgtion 4.13)
O House insurance

O Livestock and agriculture insurance

O Other insurance, specify GSE
O Debit/credit card
O Money transfers

O Payments by check
O Other, specify:

Rationale 2.14

As providers of conventional financial servicese(lit and savings), MFIs can serve as a plat-
form for other innovative financial and non-finaaiciservices. Innovation is proof of an
MFI's willingness to stay active and listen toctgents.

Guidelines

The MFI does not have to offer services directtysbme cases, like insurance and transfer
services, the MFI may simply facilitate accesdhse services by partnering with specialized
institutions.

Sources of information

Centralized approacstatements from management

External auditdocumentation on the innovative services offered.
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2.15Mobile banking: for reqular financial transactiods loan officers have to leave the MFI's premisesisit
clients or can the clients conduct transactionfavit coming to the MFI (via visits or new infornwtitechnol-

ogies)?

O 0 = For less than 30 % of the clients

O 1 = For more than 30% of the clients (visits witditional services)

O 2 = For more than 30% of the clients (visits andfee of new information technologies allowing fhabty
for more than 5% of clients)

If score is 1 or 2, please provide a short sumnudrghe products or services:

Rationale 2.15

To expand access, an MFI may decide to send stafftly to clients or set up mobile bank-
ing services as a way to address social barrieakenmformation more accessible and simpli-
fy procedures. The result is lower transaction £dst users who would otherwise have to
come to the MFI, often travelling long distancesptake transactions.

New information technologies are facilitating drsta banking and giving users greater flex-
ibility in financial transactions.
Definition

Regqular transactionsay include loan application, loan disbursemesdnlrepayment or de-
posits. Visits only related to recovery of defdadins do not apply.

New information technologiesAutomatic Teller Machines (ATMs) point of salertenals,
internet, mobile phone banking, Personal Digitagisants (PDAS), etc.

Sources of information
Centralized approacistatements from management

External auditcross-check information by verifying regularitydaobjectives of staff visits
to clients
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2.16 Has the MFI developed linkages with other sectmd/or other actors outside the microfinance sdatq
order to improve services provided to clients?

-

O0= No
O 1 = Formal exchanges and collaborations withratketors or actors
If answer is 1, please specify

Rationale 2.16

Microfinance alone cannot foster economic and s$a@aelopment, but MFIs cannot be ex-
pected to assume sole responsibility for healtication or business development services,
no matter how intertwined they are with the soeiatli economic function of microfinance.
Developing linkages and synergies with other dgwalent and economic partners such as
banks and private companiesd., processors, exporters) is an appropriate waydograze
the importance of such services.

Examples

Linkages to farmers’ organizations, commercial anlocal NGOs, private enterprises,
health or education services, etc.

Guidelines

To be valid, the linkages between the MFI and eepartner (NGO, company, bank) must
be formal and have already resulted in joint itikis.

Sources of information

Centralized approachnterviews with MFIs, partnership agreements.

External auditFor an in-depth analysis, auditor may intervievepresentative of the partner
organization and consult the Memorandum of undedsta with partners.
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2.17Does the MFI (or partnering institution) offer giees related to enterprise management?

0= No

[01= Yes (SS
3c
Optional, needed for SPS If No, does the MFI ptadd so in the future?

Specify which of the following the MFI offers t@nts:
Enterprise services : Nb of clients served forréporting year:
[] Enterprise skills development: % of clients sdrve
[IBusiness development services: % of clients served
[|Other (please specify):

2.18Does the MFI (or partnering institution) offer giees that address social needs?

O0= No
O1=Yes

Optional, needed for SAENo0, does the MFI plan to do so in the future?
Which other non-financial services does the MF¢iof clients:

SPS 3c-d
Adult education CND
[Financial literacy

[ IBasic health-nutrition education
[|Other (please specify)

Health services

[ |Basic medical services

[ISpecial medical services for women and children
[|Other (please specify)

If Yes, specify if services are delivered

[Idirectly
[] in partnership

List the organizations that are part of these neget alliances:

Rationale 2.17/2.18

Non-financial services can improve effectiveneséirancial services, notably by improving
client capacity to use credit and savings. An Mfalttaccompanies microenterprise or particu-
larly vulnerable clients in their loan use is likéb improve clients’ chances of success.
Guidelines

These services do not necessarily have to be pdwg the MFI, as they may be too costly
or incompatible with the MFI's technical and orgaational capacities. For these two indica-
tors, services may be provided by a partner irigiiu

Future projects are not taken into account in Epkional question only needed if the MFI
wants to report on the SPS/Mix market.

Sources of information

Centralized approacstatements from management

External auditinterviews with staff in charge of non-financialrgices

Participatory approaclFor a more in-depth analysis, interview other ME&ff and clients to
get their opinion on the usefulness of non-finane@avices provided.
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2.19Does the MFI ensure that the non-financial ses/a® adapted to its clients’ needs?

O 0=No
O 1 = Yes, informally through discussions with olieand field staff
O 2 = Yes, in a formal and systematic way

Please specify any kind of study regarding thectffeness on your target market of the financiad/an ?ss
financial products and services

Rationale 2.19

Non-financial services must reflect client needscofnmon criticism of non-financial servic-
es is that they are subject to less quality corttrah financial services, which can lead to
sloppy design and implementation. Moreover, whesy tare a pre-condition for accessing
financial services, clients may see them as atewaat formality.

Guidelines

This indicator is designed to assess the institigiquality control processes.

Sources of information

Centralized approactstatements from management; interviews with staffharge of non-
financial services

External auditdocumentation on the type of non-financial serwiaad how they are imple-
mented. Feedback from clients.
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Dimension 3: Benefits to clients

Rationale for dimension 3

MFIs need be sure clients reap benefits from theivices. Economic benefits alone justify
access to financial services, but MFIs may als&k feestrengthen social networks, build
client capacity or involve clients in governance.

Criteria for dimension 3

Criteria 1 — Economic benefits for clients

This criteria evaluates the systems designed tmpt® and measure improvement in clients’
economic situation. An MFI may monitor economic rfpas to the household, reduce its op-
erational costs, make sure its loan officers aaff $bcus on clients’ needs or share profits
with clients.

Criteria 2 — Client participation

This criteria analyzes to what extent clients amdlved in decision-making (at the client lev-
el and institutional level).

Microfinance is often associated with client pap#tion. Many MFIs strive for proximity to
clients and well-adapted products in view of engeimd) development. Internal actors often
have (or are capable of having) a strategic visioimow credit can contribute to the evolution
of the MFI and its operating environment; this ersiis critical to institutional growth and
sustainability.

However, in practice, the degree and ways clieatfigipate in governance varies considera-
bly. Including clients (or staff) in governance ¢aktime, learning, and sustained efforts to
train and monitor. Errors are likely. Moreover,tingions must define governance structures
in a way that limits risk of cooptation but incliedearginalized groups.

Sometimes, participation is impossible becauséhReis incapable of making the necessary
investments in training and time, either due t@ficial constraints, geographical dispersion
of clients, social conflicts or bad experienceswgarticipation.

Criteria 3 —Social capital/client empowerment

This criteria assesses activities designed to lmligehts’ social capitai,e., activities that rein-
force social ties and client capacities, such asigformation, collective action, working to-
gether to reach common goals, fostering links wither development programs and facilitat-
ing access to previously inaccessible servicesngar social ties can create new opportuni-
ties for clients, greater mutual protection agaewinomic and social hardship, and improved
ability to cope with crisis. This is turn can reduailnerability of individuals and groups.

The indicators in this section measure trust arnidaay between clients and the institution.
They also evaluate the MFI's efforts to mobilizeents, help them make their voices heard
(within the institution, the community, local andtional governments) and encourage them
to take on responsibility.

Total score for dimension 3: 25 points
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Criteria 1 — Economic benefits to clients (8 point  s)

3.1 Does the MFI track changes in the poverty levelsamnomic status of clients over time?

[] 0 = No information collected on changes to theneeuic status of clients; only anecdotal evidence of
changes; not systematic use of information or loaity
[ ] 1= Regular monitoring giving clear and usefubimhation on changes of the economic status oftslien

[Optional, needed for SPi$score is 0, does the MFI plan to do so in theife? | SPS>
d

14c-
If score is 1, how often does the MFI track chafdetRegularly/ On goind, ] Semiannually_JAnn 2
[IBiannually,[ JOccasionally-from time to timg,JNever,[ JPlanning to start

If score is 1, specify the types of changes the Blffis to observe:

Has the MFI conducted impact studies over the3agars?

Rationale 3.1

MFIs can verify improvement or decline in a cliensituation by tracking changes to eco-
nomic status. Even if changes are not directlybaitable to the MFI (tracking changes is not
the same as measuring impact), they serve as Bavesning system in case of deterioration
(pushing the MFI to examine causes). Tracking charagso helps the MFI to follow the tra-
jectory of different client categories, yieldinglwable information on how to best serve them.

Definition

Economic statusiefers to data on assets, income, housing conditieducation, food securi-
ty, access to services (drinking water, electrjditgalth, education), vulnerability, etc. Data
can be for households, as it is difficult to iseldata for individual household members.

Impact study in-depth client surveys that use a control grotu@mssess the differences be-
tween households with access to the MFI's finarsgabices and those without.
Guidelines

Regular monitoring involves a formal data collentiand processing system that allows the
MFI to regularly take stock of clients’ situations.

Partial or occasional data collection by loan @ffscdoes not count as regular monitoring.
Future projects are not taken into account in Epkional question only needed if the MFI
wants to report on the SPS/Mix market.

Sources of information

Centralized approaclstatements from management

External audit:verify procedures for collecting, processing amalgzing data; review of
study findings

Participatory approactiocus groups with staff regarding the kind of dedélected, collection
procedures, results and how they are used
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3.2 Did any of the staff participate in training olietation sessions related to any aspect of speidbrmanc
management, during the reporting year?

SPS
[]0=No 4a-c
[]1=Yes

Optional, needed for SABscore is 0, does the MFI plan to do so in theife? 0 Yes 0 No

If not planning, please explain why not: ]

Which staff have received some kind of trainingocial performance management during the reporiiear?
(Check all that apply):

[ ] Board members

] Top management

] Middle management

[ ] Loan officers

[] Back office staff (MIS, accounting administration)

[] Other (please specify) :
On which areas related to social performance dbesinstitution offer staff training?
[] Over-indebtedness prevention

[] Communication with clients of product pricing,rtes and conditions

[ ] Acceptable practices of payment collection

[] Collecting good quality social information

[] Policy and procedures on safeguard of clientsadat

[] Referring clients complains to those responsibienindling and resolving them
[ ] Being responsive to clients’ needs

] Gender sensitivity

[] Other (please specify):

Rationale 3.2

Staff training on social performance managememgortant to ensure that staff understand
how their work helps the organization achieve thaa mission. MFIs can use training as an
opportunity to capture staff feedback, enablinip imake changes where necessary so that its
management systems are fully aligned with the $ogission. This indicator assesses which
MFI's members have received training on any aspestcial performance during the report-
ing year and the areas of training covered.

Future projects are not taken into account in Epkional question only needed if the MFI
wants to report on the SPS/Mix market.

Sources of information
Centralized approaclstatements from management

External auditinterviews with department in charge of trainikty/man resources
Participatory approachiocus groups with staff on feedback from SPM trags
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3.3 Does the MFI conduct performance appraisals df staelation to social performance managemente$)o
the MFI have a staff incentive scheme related tias@erformance goals?

[ ]0=No

[]1 = Yes, either appraisals or incentives schenimtr @
Staff appraisal {_] Yes_] No[_] No, but planning in the future

Optional, needed for SPS

If not, and not planning, please explain why not: ]

Areas that the MFI appraises:

L] Ability to attract new clients from target market

[ ] Outreach of remote rural communities

] Gender sensitivity skills

[] Quality of interaction with clients

[] Social data quality

[ ] Retention/drop-out rates

[] Portfolio quality

[] Other (please specify)

Staff incentives: 0 Yes 0 No O No, but planninipéfuture
[Optional, needed for SPS report If not, and n@npling, please explain why not: 1
Areas that the MFI rewards:

L] Ability to attract new clients from target market

[ ] Outreach of remote rural communities

] Gender sensitivity skills

[] Quality of interaction with clients

[] Social data quality

[ ] Retention/drop-out rates

[] Portfolio quality

[] Other (please specify)

Which staff members qualify for these incentiv€detk all that apply)
[] Top management

[] Middle management

[ ] Loan officers

[] Back office staff (MIS, accounting administration)

[ ] Other (please specify)

Rationale 3.3

Staff will be more focused on the benefits of theviees to the clients when an MFI collects
social performance data and uses it for staff itigefmotivations to achieve the mission.
Guidelines

These questions verify whether the MFI effectiveges information on social performance
for management purposes, to design incentivestébi §herefore, record only practices that
are systematic and have a genuine impact on thiutnan’s operations.

Future projects are not taken into account in Epkional question only needed if the MFI
wants to report on the SPS/Mix market.

Sources of information

Centralized approacistatements from management

External auditdiscussions with MIS department and head of huresources

Participatory approach interview with staff on incentive systems linke SPM
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3.4 Has the MFI taken corrective measures (like madgyproducts) due to negative impacts on sociaksimmn
or client welfare? (does not include problems witlhebtedness, addressed in dimension 4)

[] 0 = no changes made so far / no information ctatbon negative effects
[] 1 = changes made after identification of a problem problems identified

If answer is 1, describe the changes

Rationale 3.4

Providing financial services and tapping into losatial networks necessarily affects social
organization and the local economy. MFIs must lreeduinto their influence on clients and
the community, and willing to adapt procedures widgative consequences.

Example

Loan collection strategies use different forms dfggure to get clients to pay. For example,
an MFI may ask clients in good standing to pressetaquent clients. Besides causing hard-
ship, this method can damage social networksidfighthe case, the MFI may decide to mod-
ify its recovery strategy.

Sources of information
Centralized approacistatements from management

External auditverify recent changes to procedures

Participatory approactiocus groups with staff on negative consequerttashtave been iden-
tified and, if applicable, corrected.
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3.5 Does the MFI have an explicit strategy to redogsts of services as much as possible (withaupoomis-

ing quality) ?

] 0= no explicit strategy to reduce costs of sewice
[] 1= efforts to reduce costs of services while naimihg quality integrated into the operational &gy of the
MFI

If score is 1, specify the policy dealing with ad@nal cost reduction and whether it has led tdrap in inter-
est rates

Please indicate:
Operating Expense Ratio for the last reporting year

Operating Expense Ratio three years ago

Rationale 3.5

MFIs often have high transaction costs, which tesuhigh interest rates. However, MFIs

should not make clients pay for their inefficiendyis indicator assesses whether the MFI
makes systematic efforts to reduce transactiorsqesthout compromising quality).

Guideline

The OER for the current year and 3 years ago giolear indication whether this strategy is
efficient.

Sources of information

Centralized approaclstatements from management, strategic documensamaging opera-
tional costs

External auditverify strategic documents, management proceduszgy changes to interest
rates

Participatory approactiocus groups with staff on operational efficierazyd opportunities for
cost reduction
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3.6 Does the MFI have a formal policy on how cliengméfit from profits generated by the MFI?

] 0= no formal policy regarding how clients benéfirofits shared only among shareholders and/or ikeje
MFI’s reserves

[] 1= no formal policy but occasional decisions hbagen made in favor of clients (involving <15% obfits)
[] 2= formal, open and transparent policy to allogatgits to the direct benefit of the clients (ilving >15%
of profits)

If score is 1 or 2, specify the policy:
Give figures in case of interest rate reduction

Rationale 3.6

The idea behind profit sharing is that clients bgmet just from services, but from profits
generated by these services.

Definition

A formal policy is explicit and written into therategic planning of the MFI.

Example

Profits can be used to reduce interest rates, inrdhe community (as doésrédit Rural de
Guinée by allocatingl5% of profits to develop services in its operatweas), or create spe-
cial funds (PAMECAS in Senegal used dividends &atz a foundation to finance social pro-
tection measures).

Sources of information

Centralized approaclstatements from management, strategic documerpsodiballocation

External auditverify strategic documents, minutes of meetingenghdecisions on profit al-
location were made

Participatory approactiocus groups with staff and clients on how the MHRdcates profits
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3.7 Does the MFI adopt special measures or have dganis in case of collective disaster?

[ 10 = No measures or funds exist / measures takenoase by case basis
[] 1 = Funds or reserves are earmarked in casdlettiee disaster

If answer is 1, specify the measures

Rationale 3.7

Collective disaster poses challenges for clientsiastitutions. MFIs can help clients by iden-
tifying disaster risks, adopting special measures @eating special funds. MFIs can reduce
their own covariant risk by operating in diverseas. MFIs can also have insurance to protect
themselves (and their clients) from damages okcbile disaster (example: typhoons insur-
ance in the Philippines)

Example

Collective disaster: cyclones, draught, floodspdass, etc.

Sources of information
Centralized approaclstatements from management, documentation onagbsaster funds

External audit:verify characteristics of disaster funds, how tlogperate and how they are
used (if used recently)
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Criteria 2 - Client participation (9 points)

3.8 Can MFI clients participate in decision-making?

a) Decision-making at the client level (for instanegthin the self-managed group, joint liability gnm or self-

help groups)

[]0= No

[]1= Yes

b) Supervision and decision-making at MFI manage e
[]0= No

[]1= Yes

Does the MFI have regular all-member meetirja$¥es /[_] No /[_] Not Applicable

Rationale 3.8

There are several levels of client participation.

- The first involves providing feedback on produats gervices, addressed in 2.11.

- The second involves participation in decision-mgkat the client or group level: Who
receives the loan? What are the repayment condig@indicator 3.7a) Participation at this
level gives clients responsibilities and bestowsttr This builds client capacity and can
reduce costs for the MFI, permitting the institatim increase outreach in poor and iso-
lated areas. However, client participation can &sd to exclusion of certain populations,
and requires vigilance (indicators 3.2 and 3.3).

- The third level (3.7 b) involves decision makinglaupervision of the MFI, and implies
involvement in governance (as elected represeettiv via client associations). Partici-
pating in governance encourages appropriation asgonsibility; it also builds capacity.
When clients participate at this level, MFI strateg more likely to reflect client objec-
tives.

Client participation requires accountability, dematic rules and transparency. It is difficult
to achieve in unstructured societiesg( post-conflict zones) or societies where trustos
prevalent.

Example

Client participation in governance is not limiteddooperatives/credit unions; clients can in-
fluence decisions in private companies (as shatdeins) and self-managed structures (certain
village banks) => Questions 3.7 and 3.8 are natéidnto cooperatives/credit unions.
Guidelines

General assemblies inform clients and include thredecision making, when possible.

Sources of information
Centralized approaclstatements from management, MFI by-laws

External audit:verify application of by-laws in minutes of genleassemblies, board meet-
ings, committee meetings

Participatory approactiocus groups with governance actors on their ratesresponsibilities
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3.9 Are elected client representatives involved atgtreernance level (board of directors)?

[]0= No
[]1= Yes

Are board elections in compliance with the MFI'slayws ?[_] Yes /[] No /[_] Not Applicable

Rationale 3.9

In order to be credible and legitimate, client eggmtatives must be elected. They should be
able to participate in the governance structureutyn the Board of directors.

Guidelines

Elected client representatives generally intervendhe board of directors. Verify elections
are held in accordance with by-laws.

Sources of information

Centralized approachstatements from management (board members antt cipresenta-
tives)

External auditverify by-laws and minutes from board meetings
Participatory approactiocus groups with staff on selection of electguresentatives
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3.101s there an effective system to determine thetimtaof client representatives at the client or amament
level?

[]0= No
[]1= Yes
If score is 1, specify the policies:

Rationale 3.10

This indicator assesses the effective rotatiorepfesentatives, which signifies that the demo-
cratic process functions well. It is also usefutkeck that rules are respected at the client and
institutional level: secrecy of the ballot, transga nomination procedures, regular rotation of
representatives via term limits, substitution gfresentatives nominated by default, etc.
Guidelines

Specify the training policy for newly elected repeatatives.

Sources of information
Centralized approacstatements from management and board members

External audit:verify by-laws, minutes of general assemblies bodrd meetings, evaluate
the rotation of elected officials

Participatory approactiocus groups with staff and clients on how repnésteve bodies work
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3.11What percentage of all client representativessaamen?

[ ] 0= No women representatives or less than 20%
[ 11 = More than 20% of women among the client regnéatives
Specify actual number and percentage:

Rationale 3.11

To ensure gender equality, women must be represémtgovernance bodies in a proportion
that is equivalent to the proportion of women disen

Sources of information

Centralized approactstatements from management, data on elected alffjdists of client
representatives

External auditverify data on elected representatives, minutegeatral assemblies and board
meetings

Participatory approachHocus groups with staff and, particularly, wome&pnesentatives re-
garding access to governance bodies
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3.12 At the client level or management level, does Mid provide training and capacity building for eled
representatives to help them perform their govereanle effectively?

[]0= No

[]1= Yes, on anirregular basis (or only at thentllevel)

[]2 = Yes, on aregular basis, in accordance witefmed policy

If score is 1 or 2, specify the policies regardaapacity building of elected client representative:

Rationale 3.12

For elected representatives to perform their rifecavely (at the client or institutional level),
they must have specific qualifications and a thghounderstanding of rules and responsibili-
ties. This often requires training. This indicahsisesses the MFI’s efforts to train client repre-
sentatives to assume management duties.

Definition

Effective governancerepresentatives need to have a clear strategiorvihat is shared by
other decision makers in order to understand gfi@tend operational information, respect
organizational principles, be credible and havecty@acity to perform necessarily functions.
Guidelines

Scoring for this indicator depends on the regujaaitd systematic nature of the training pro-
vided.

Sources of information

Centralized approacistatements from management and staff responsibteaining

External auditverify types of training offered, training calemdparticipants

Participatory approactiocus groups with elected representatives on tioégrand the support
they receive to perform their duties effectively
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3.13Are these patrticipatory bodies effective?

[] 0 = No, either they do not exist or they are mmymmbolic than active or they are not effective

[ ] 1 = They are mostly effective but members lacking, are insufficiently informed or do not haveoaigh
opportunities to meet / they are mostly informtiddy are only effective at the clients’ level

[]2 = Yes, they are effective

If answer is 1 or 2, specify the measures/critariglace to ensure that member governance isteféec

Rationale 3.13

Assessing effectiveness of governance bodies {cbennstitutional level) is necessarily
subjective. Nevertheless, there is a differencevéend simply “applying the rules” (symbolic
or theoretical participation) and genuine clientalvement that reflects a commitment to
seeing the MFI evolve.

Definition

To be considered effective, bodies must have ajreafluenced decisions and incurred
changes. Representatives must fulfill their rolgejpendently, without any external influence
of staff or board members.

Sources of information

Centralized approacstatements from management and board members

External audit:verify with stakeholders the rotation and quaéfions of representatives;
verify minutes of meetings of governance bodies darticular involvement of elected
representatives, content of discussions); idemtify topics that gave rise to conflict between
representatives and employees and how they wesk/egls

Participatory approachfocus groups with elected representatives and &mapk on their
respective roles in governance
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Criteria 3 - Social capital/client empowerment (8  points)

3.14Does the MFI help clients resolve problems bevaczEss to financial services?

[]0= No
[ ] 1= Anecdotal evidence
[]2= Yes regularly

If score is 1 or 2, describe the problems dealhwit

Rationale 3.14

Many MFIs have an organizational structure and @gghm to service provision that is
appropriate to non-financial problem resolutiong&ar dialogue among clients living in the
same community or between clients and local auikercan increase transparency, mutual
understanding, thus giving rise to conflict resiint

Example

Non-financial problem resolution may involve efforto help clients foster relationships

among themselves, with other socioeconomic actotisd community or local networks. May

include creating forums to address common problesgsirding access to public services
(e.g.,health, education, electricity) and public gooelg)(,natural resources, pasture lands) or
legal and security issues in the community, fotanse.

Sources of information
Centralized approacstatements from management

External auditidentify collective organizational efforts amonljents, between clients and
the MFI, or, if appropriate, between clients/MFHdacal authorities

Participatory approactiocus groups with actors involved in non-finan@ativities
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3.15 Does the MFI or partnering institution offer suppservices that specifically aim at women’s
empowerment ?

] 0 = No/ offers services for women but none tlat @ empowerment (neutral objective)
[] 1= Yes, offers one or two products/services desigor women with a “transformative objective”
[] 2= Yes, offers more than two products/servicesymesl for women with a “transformative objective”

If score is 1 or 2, specify the products/service@aRcial services
[ISpecial Loan Products for woménSpecial timing and repayment procedufefSpecial type of collatera
concessioris|Special health insurance products for women clietslient spousds]Special strategies
graduation to higher loaris]Special Savings products for wonjehOther: sp

2}
w
o

Non financial services []Business training to enhance women’s market oppiiés [ [Women leaders

training [_|Training on rights and responsibility as leaders prarticipative models_ | Women’s right
education/Gender issues (training for men and wdmetCounseling/legal services for women victims of
violence ] Other (please specify)

L o

Rationale 3.15

An MFI may target women to involve them as clie(dgsneutral objective that implies no
specific strategy beyond recruiting female cliemtishave the mission to identify and address
constraints facing women (a transformative objejtiby offering opportunities for income
generation, leadership and social capital thatter@asecurity net in times of economic
uncertainty and need.

Definition
Empowerment: “giving power to women”

Sources of information

Centralized approachstatements from management and staff in chargeeaf product
development

External audit: analyze products and services for women, includihg design and
implementation

Participatory approachfocus groups with loan officers, product develemin staff, and
clients to discuss quality and relevance of noasimal support services.
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3.16 Does the MFI have effective strategies to commateipolicy decisions to clients/ordinary members?
[]0= No

[] 1 = Yes, general publications accessible on the (v Mix, affiliate networks) or available frorhé MFI
upon request

[] 2 = Communication through means specifically agdpo client: workshops, general assemblies,
presentations, leaflets, etc.

If score is 2, describe the communication strategy:

Rationale 3.16

Capacity building and client participation requiransparency, regular dialogue and mutual
trust.

Example

Communication between the MFI and clients inclugsggilar meetings with clients (or client
representatatives) and disseminating documentatiapted for public relations purposes.
Sources of information

Centralized approacistatements from management, public relations nater

External auditverify documentation and dissemination strategies

Participatory approactiocus groups with employees and clients to guagdity and content
of materials
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3.17 Has the MFI sought to increase clients' influendtl local or national government (either individlyzor
through participation in MFI networks)?

[ ]0= No
[] 1= Indirectly, as this is a minor objective
[] 2= Directly, as this is a major objective

If score is 1 or 2, describe what has been donta which networks, and with what objective:

Rationale 3.17

MFIs operating in the same country may be compstitout can help move the whole sector
forward by working together in networks or tradegamizations (for example, lobbying,
representing the sector in national debates, atingcappropriate legal and regulatory
networks).

MFIs often possess intimate knowledge of clientséas and situations. They (and their
networks) can use this knowledge, their reputatamm their economic and institutional status
to inluence public policy in other sectors, suchaalth, infrastructure, education, rural, and
agriculture.

Ties to government can also have draw-backs: soareagers may use their relationships
with authorities for personal gain rather thanrdlieenefits.
Examples

MFI networks in Bolivia (Finrural) and EquatoR€d Financiera Ruralseek to influence
regulation that will facilitate member MFIs’ effgrto work in rural areas. ADIE in France
works with the government to simplify administraiyprocedures for micro and small
enterprises.

Sources of information
Centralized approaclstatements from management

External audit: verify annual reports, relationships between MIRO docal, national or
regional networks; verify discussion topics in gn@gtworks and acheivements

Participatory approactiocus groups with staff to discuss MFI's influeramegovernment

81



Dimension 4. Social Responsibility

Rationale for Dimension 4

There is a difference between social responsikdlitg social performance. The first term can
refer to any sector (sectors without a social missian be socially responsible) and involves
limiting an activity’s negative impact on stakehaisl (employees, clients, community) or the
environment. The second refers specifically tortherofinance sector: its double bottom line
and social mission to serve the excluded with \adlpted services that bring social and eco-
nomic benefits. Social responsibility is often suanimed by the expression “do no harm”,
and social performance as “do good”. In this sessejal performance includes social re-
sponsibility.

In the SPI, social responsibility refers to an MFRdommitment to accountability and ensuring
its activities do not have negative effects. Somabponsibility extends to employees (decent
work conditions, appropriate human resource pdjgielients (consumer protection policies),

the community and the environment (respect of lecdural-socio-economic contexts, envi-

ronmental protection policies).

Criteria for Dimension 4

Criteria 1 — Social responsibility to employees

This criteria evaluates the MFI's working condittonrHuman resources have often been
slighted in microfinance, with emphasis on cliesnvices and cost-effectiveness instead. Em-
ployee commitment to serve the poor is expectambtopensate for low salaries, despite high
demands. This leads to dissatisfaction and highotter when competition increases. Increa-
singly, human resources are recognized as a keyeeakeof social responsibility, essential to

maintaining high-quality, well-trained and motivdtemployees.

Criteria 2 — Social responsibility to clients

This criteria evaluates six principles of consumeatection widely accepted in the microfin-
ance sector: prevention of over-indebtedness, trassparency, collection practices, em-
ployee conduct, grievance procedures and clierfidzmtiality.

This section draws also on the work done by BeyBondes and the Center for Financial In-
clusion of Accion International, based on the doeotrf'Getting Started: Client Protection
Questionnaire” (June 2009):

http://www.centerforfinancialinclusion.org/Documdnc?id=606

Criteria 3 —Social responsibility to the commuratyd environment

This criteria evaluates the MFI's actions in temmhsocal economic, social and cultural devel-
opment as well as environmental protection. Micrafice relies on local social networks to
create solidarity groups, foster trust and gathientinformation. Preserving social cohesion
is not only ethical, it is essential for sustairidpi Nonetheless, there is debate regarding the
extent to which MFIs should get involved in comniigs where they operate. What is the
boundary between respecting local culture and elaging values of transparency, democra-
cy, equality? What is the MFI's role in dissemingtithese values, or investing in public
goods? This criteria recognizes institutions’ éfdo be proactive in their community.

Total score for Dimension 1: 25 points.
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Criteria 1 - Social responsibility to employees (9 points)

4.1 Does the MFI have a clear salary scale based mawket salaries?

[ 0= No
O 1= Yes

Describe the MFI's human resource policy, includinfprmation on career management, incentives; etc

Has the MFI included in its human resources poécyal pay for men and women with equivalent shiels?

] Yes[] No " sps

10a

Rationale 4.1

It is difficult to compare salary levels from oneuntry to the next or establish benchmarks
for comparison, even at a national level.

A salary scale suggests the MFI is committed toedl-thiought out, transparent human re-
source policy, and provides a baseline to assgsl&ators (such as raises and salary diffe-
rential between managers and loan officers). Thex#fe dissemination of the salary table to
each employee is a basic indicator of operatiorealagement in human resources.
Guidelines

The salary scale must be available to all personnel

Sources of information
Centralized approaclkstatements from management and human resources

External auditverify salary scale and employee knowledge ofttade
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4.2 What percentage of staff is employed with a logmgr contract?

O 0 =less than 40 %

O 1 = more than 60 %

O 2 = more than 80 %

Please specify number and percentage of staffaMiting-term contract:

Rationale 4.2

Stability is a key criteria of good working conaditis.

Definition

Long-term contract = Open-ended or more than 1 year

Guidelines

In some countries, there exist open-ended confratisre this legal form does not exist, con-
tracts over one year are considered long-term.

Sources of information

Centralized approaclstatements from management and human resources
External auditverify employee status and contracts
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4.3 Are training programs accessible to all typesmp®yees?

O 0= less than 50% of the staff is concerned
O 1= more than 50% of the staff is concerned, wibh staff member receiving an average of at edstys of
training

Rationale 4.3

Training employees is important for their qualitioas, job performance as well as motiva-
tion and involvement in the institution. Nonethealegaining is sometimes provided for select
employees only (such as managers) because it s8dewad too costly. Record the number of
days in trainingper type of employde assess training investments in all staff.

Definition

Different types of employees include loan officatshe branch level; back office staff at the
different levels (local, regional, or headquartesgnior management; in some cases, volunta-
ry workers may also be included. Training progranay be provided by the MFI or an exter-
nal entity, either paid by the MFI or subsidized.

Guidelines

Each staff member must receive an average of at te@ days of training per year to be
counted as having access to training.

Complete the following chart
Type of| Total no. of empl. byTotal no. of days of trainAverage no. of days
employees |type (1) ing over last 12 mo. (2) |(2)/(1)

Sources of information

Centralized approaclstatements from management, discussions witheépartinent respon-
sible for training, verification at different lexebdf the MFI (HQ, branches)

External auditverify training materials used for internal traigior contact external trainers

Participatory approachfocus groups with different types of employees t@ining expe-
riences
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4.4 Can the employees participate in decision maké@rding strategic decisions of the MFI?

O 0 = No or only through informal mechanisms sushreeetings between staff and senior management
O 1= Through an elected consultative body or anajbgernance mechanism
If score is 1, please specify the policies:

Rationale 4.4

Employees are more motivated and identify moreilgadth an institution when they are
involved in decision making. However, employee ipgration calls for training and a clear
strategy to avoid mission drift (should employeeterests override the social mission) and
internal conflicts that hinder decision-making.

Guidelines

1) Sharing information and organizing meetingsiafermal ways of involving employees in
decision making. Employee suggestions may not sacds be adopted and employee deci-
sions may be called into question should the MEingje management.

2) Participating in an elected consultative comaeitbr governance body formally includes
employees in decision making.

Sources of information

Centralized approaclstatements from management, MFI statutes

External auditverify HQ and branch levels

Participatory approactiscuss with management and staff the effectiveaesl appropriate-
ness of mechanisms to encourage staff participatioecision making
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4.5 Does the MFI provide health coverage for its ermeés?

O0= No
O1= Yes

Optional, needed for SPS
Has the MFI included in its human resources :

- policy pension contribution? []Yes[]No

- practices and procedures which ensure safetp@btaff? | Yes[ | No slg:
- anti-discrimination policy? [ ]Yes ] No

- anti-harassment policy? []Yes[] No

Rationale 4.5

Health care coverage for employees is a good ineeand reduces risk of unforeseen health-
related expenses.
Guidelines

Health care coverage may be provided in collabonatiith an insurance or specialized com-
pany. Coverage must be in addition to any univesgstem covering all citizens.

Questions on additional policies for human resaaiae optional for SPI, only needed if the
MFI wants to report on the SPS/Mix market.

Sources of information

Centralized approaclstatements from management.

External auditjob contracts, the contract between MFI and instgaompany
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4.6 Does the MFI have a specific policy with regardvmmen staff?

[]0= No

[]1= Yes

Specify the policies in place to support womerf §&tieck all that apply): Gs)
] Equal opportunity policies for staff 10b

[] Set quota for women staff

[ ] Worktime adapted to family constraints

[ ] Maternity leave policies

] Specific policies that support women’s mobilitytia field
[ ] Other (please specify)

SPS
Presence of women staff (for reporting year): 10c-g
Total staff Top managers Middle managers Loan officers
Total number (men
and women)
Number of women
Percentage

Rationale 4.6

Gender issues can be first dealt with at the &akl. MFIs should define policies that facili-
tate women incorporation and full involvement amdasgstaff.

Definitions

The MFI engages in policies aiming at supporting phesence of women staff. Among these
policies there are: 1. Equal opportunities: The MEtively supports the recruitment of both
men and women staff and works in the communityvercome barriers of access to employ-
ment for women. 2. Quotas: Quotas for women thtdilethhat women must constitute a cer-
tain number or percentage of the staff at diffefemels. 3.Work time adapted to family con-
straints: possibility to women staff to have debeptid permanent part-time work. 4. Mater-
nity and paternity leave policies: paid maternigéave and protections for pregnant women
against job discrimination. 5. Policies in suppoftwomen's mobility in the field: help to
overcome the obstacle of limited mobility of womeho are working in the field and have to
travel to visit clients or reach the workplace.

Sources of information

Centralized approaclstatements from management, human resources oheert
External auditjob contracts, human resource policies
Participatory approactiocus group with women staff
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4.7 What percentage of the MFI staff left the MFI dgrithe last 12 months?

O 0 = more than 15 %
O 1 =less than 15 %
O 2 = less than 5%
Total number of staff at the end of the currenbrépg period:
Total number of staff at the end of the previows yeporting period: )

: AL SPS 10j,
New staff contracted during the current reportiregipd: ik

Staff turnover rate:

Does the MFI monitor employee satisfaction?
[1Yes[ INo,[]Planning in the future
If not, and not planning, explain why

How does the MFI monitor employee satisfaction?

[JAssessments of employee satisfaction and/or sztmieas part of regular staff appraisal
[IPeriodic systematic surveys of employee expectatind/or satisfaction

[|Established system to address staff grievance

[interview with exiting staff

[1Other (please specify)

Rationale 4.7

Turnover rate indicates employee satisfaction agfteets the quality of the employee-
institution relationship. When voluntary departusee due to better opportunities, the MFI
should define financial or non-financial incentiteskeep on staff. Firing staff may indicate
internal weaknesses or lack of respect and/or dentie between the MFI and personnel. De-
parture upon the end of contract may indicate tld dbes not offer employees stable con-
tracts.

Guidelines

Formula for calculating staff turnover rate:

Number of employees exiting
(Staff in beginning of period + New staff duringetizear - Staff at the end of the year)
(Employees at the beginning of the year + emplog¢éise end of the year) / 2

Sources of information
Centralized approaclkstatements from management and human resources

External auditverification at HQ and branch levels
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Criteria 2 - Social responsibility to clients (9 po  ints)

4.8 Prevention of over-indebtedness: What does the déRb avoid client over-indebtedness?

] 0 = Nothing in particular

[ ] 1 = Some efforts made

[] 2 = Efforts made to prevent over-indebtedness raedsures have been taken after identification ef-ov

indebtedness

Efforts (see list below) SPS
If score is 1 or 2, please provide a short sumnudrghe policies: 8a
If score is 2, what is being done to ensure thesasores are effective?

Rationale 4.8

Consumer Protection Principle N°1: Over-indebtednesa risk, particularly in highly com-
petitive environments. Even without competitionop@valuation of needs and repayment
capacity can cause over-indebtedness.

Certain precautions are needed to avoid over-irdiglgiss, which is not necessarily apparent.
Group repayment mechanisms can hide a househaldsis, just as the desire to avoid de-
fault can lead a client to become trapped in aecpéldebt. If the MFI waits for repayment
rates to drop to detect over-indebtedness, it neatpb late to remedy the problem.

Guidelines

Be careful to distinguish preventive measures famrective measures. Make sure to have
the MFI describe what it does, and then choose grttunfollowing options (not to be read to
MFI, unless ask for more details):

If score is 1, which of the following efforts hdeen made:

] MFI's written credit policies give decision makéghsan officers, supervisors, etc.) explicit guidarregard-
ing borrower debt thresholds

[IThe credit underwriting process includes an evahrabf client ability to repay the loan
[IThe credit underwriting process includes checkslant credit history and exiting debt
[Loan product options are flexible enough to fieali business and/or household needs
[|The institution does not rely solely on guaranteesepayment

[IManagement regularly obtains information about debtls among its clients

[ |Peer assessment (in group methodologies)

If score is 2, which of the following measures hlagen implemented
[IClients receive training/guidance on evaluatingitiosvn debt capacity

[] Staff incentives to avoid irresponsible lending

[] Linkages to a credit bureau with to check cliegbilevels and repayment history
] other, specify

Sources of information

Centralized approachstatements from management, discussions with #partment in
charge of studying over-indebtedness

External audit:review studies and measures implemented uponifgeqgt cases of over-
indebtedness

Participatory approachnterviews with loan officers on efforts to avoier-indebtedness,
assessment of client situations
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4.9 Cost transparency: Does the MFI ensure transpammninunication with clients about price, terms and-
ditions of financial products?

O 0 = No written statement; information is uncleastimplete

O 1 = Complete information made available to customeclear language that is not misleading and the
customer is able to understand

Specify how the MFI states the interest ratéFlat [ ]Declining

Specify how the MFI ensures transparent communicdtee below)
If score is 1, please provide a short summary efgblicies:

What is being done to ensure these measures faie¢?

Rationale 4.9

Consumer Protection Principle N°2: Transparencylwes full disclosure of the different
characteristics (cost, quality and contractual domus) of the proposed transaction. This in-
dicator focuses on cost, which is easier to measuaestandardized fashion. Transaction cost
and conditions of financial products (includingergst rates, insurance premiums, fees) must
be disclosed, in writing, in a clear and undersadnhel way.

Guidelines

Transparency must apply at all stages of the lendyle (see Focus Note No. 27 by CGAP

on consumer protection):

- Before sale:MFI must not engage in incorrect or misleadingatsing that could be
misunderstood by clients, including at the timenlo#ficers scout new clients.

- At the time of saleMFI must not use inappropriate wording in contsaittat could be
misunderstood by clients; branch staff must be loi@paf providing clear and correct ex-
planations of terms and conditions.

- After sale MFI must accurately record repayment transactions

Make sure to have the MFI describe what it doed,then choose among the following op-
tions (not to be read to MFI, unless ask for mais):

Specify how the MFI ensures transparent commurigatiith clients about prices, terms and conditioh§i-
nancial products (check all that apply):

[] Contracts and information use plain language anovjme full disclosure of prices, terms and coratit
(including interest charges, insurance premiumsiimum balances required on savings and transacion
counts, all fees, penalties, and whether thosectamge over time)

[Jinterest rates (including fees and commissionsjtber product prices are published, displayed araizled to clients
[IPenalty and pre-payment fees are disclosed befane tontracts are signed

[_lAmortization schedule in loan contract separatéagpal, interest, fees, and shows amount and desdof
installments

[|Communication addresses client literacy limitatigesy., reading contracts out loud, materials indblan-
guages)

[IClients have an opportunity to ask questions ameike information prior to signing contracts
[IClients receive transaction receipts and reguldeac, accurate account statements

[] Training sessions for clients on the costs of potsl

[ ] Senior management creates a culture of transparevithin the organization and develops systems,
controls and incentives to support it.

[] The organization submits audited financial statetaéo the appropriate authorities, membership, and
interested parties, and publishes such informaimotihne media.

] Prior to sale: Prices and terms of products ardlshed, enabling customers to compare variougsffe
[] The financial institution follows truth-in-lendidgws and required APR or effective interest rate
calculation formulae.
[|Other (please specify):
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Sources of information

Centralized approachstatements from management; verification of PRenwd{ loan con-
tracts, repayment receipts

External auditrandomly select 10-30 clients, depending on imstih size, to verify under-
standing of costs
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4.10 Credit conditions and collection practices: Ddss MFI| explain the customer’s rights, responsibgitand
the collections process before the loan is dishifrse

O 0= No, there is no systematic procedure

O 1 = Some efforts are made

O 2 = Yes, the MFI maintains high standards of ethii®havior even when clients fail to meet theintcactual
commitments.

In which of the following ways does the MFI endinag appropriate collections practices are follow@theck
all that apply: see below SP@
If score is 1 or 2, please provide a short sumnudrthe policies:

If score is 2, what is being done to ensure thesmess are effective

Rationale 4.10

Consumer Protection Principle N°3: MFIs need tontan high repayment rates to be sus-
tainable and stay liquid. This requirement somesimppeshes loan officers to pressure delin-
quent clients in a way that infringes on their digor breaches local customs. To ensure col-
lection practices are not abusive or coercive, M$hsuld clearly explain the collection
process to clients prior to disbursement.

Guidelines

Dissemination of collection procedures must nolitnéed to the fine print in loan contracts;
didactic measures such as explanatory brochunegosmation sessions are considered expli-
cit procedures.

Make sure to have the MFI describe what it doed,then choose among the following op-
tions (not to be read to MFI, unless ask for maaik):

1A code of acceptable and unacceptable debt caliegtiactices is in place

[IThe code of ethics requires all clients to be teeatith dignity and respect, even when they faihézt

their contractual commitments.

[IThe code forbids subjecting a borrower to abusarggliage or threats by collection agents.

[|The code forbids harassing borrowers at their platevork or worship, or at unreasonable times @ th

day or night.

[IThe code forbids forcible entry to borrowers’ dredls and seizing property without court order or in
violation of the law

[|Debt collection procedures and time frames (eigs/Ibcations when collections are appropriate, jetre
clearly outlined a staff rule book [or credit pragre manual]

[]Loan contracts explain what the borrower shouldestpn case of late repayment or default
[|Efforts are made to negotiate reasonable repayrplamts prior to seizing assets

[|The institution monitors staff and any third paglgbt collections to agents to ensure complianck adtept-
able practices

[|The institution provides debt counseling services

[] There is recognition that accurate analysis ofoarbwer’s repayment capacity is a first step to
preventing delinquency, and the organization mayg some responsibility for borrowers’ failure.

] Specific step-by-step procedures and time framesatlined for late payment recovery and how to
proceed when borrowers are in default.

[] Collections staff receive training in acceptabtbticollections practices and loan recovery progedu
Practices and procedures are followed widely indhganization and monitored by the internal audit
department. Violations are sanctioned.

] The institution has a policy on acceptable pledgfesollateral, including not accepting collaterthlat
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will deprive borrowers of their basic survival capty.

[If you have other policies or practices designegnatect clients and ensure their fair treatmenégse pro-
vide details here:

Sources of information

Centralized approaclstatements from management, loan contracts

External auditinterviews with loan officers and clients

Participatory approactiocus groups on how different stakeholders peeceredit conditions
and collection practices.
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4.11 Code of conduct: Does the MFI ensure staff ethiodles of conduct are consistently followed

O 0 = No, no specific code of conduct; exists butapplied.
O 1 = Yes, the MFI ensures safeguards are in papedvent, detect and correct corruption or mistneat of
clients

Specify how the MFI ensures staff ethical codeootiuct are consistently followed? (check all taply):See
below

If score is 1, please provide a short summary efplicies:

Rationale 4.11

Consumer Protection Principle N°4: An explicit carfeconduct addressing some of the more
sensitive aspects involved in financial servicevmion (interest rates, borrowing pressure,
collateral collection, promoting savings, etc.) dalp staff maintain ethical dealings with
clients. A code of conduct should be accompaniethbgsures to detect and correct corrup-
tion or unethical treatment.

Examples

- Policy to limit excessive interest rates

- Policy to limit pressure for loans greater thaemis’ absorption capacity

- Policy to ensure clients’ rights regarding collateollection

- Policy to foster savings instead of loans in sorm&ason and to develop a savings culture

- Policy to prevent the unethical treatment of clemarticularly clients who are delinquent
in their payments

Guidelines

All personnel must comply with the code of condaictl the MFI must have corrective meas-
ures and sanctions in place in case of non-congaian

Make sure to have the MFI describe what it doed,then choose among the following op-
tions (not to be read to MFI, unless ask for maais):

[ A Board-approved code of ethics defines orgarorati values and ethical standards expected fof staf
[]Staff rules describe acceptable/unacceptable behavid sanctions that can result in employment team
tion

[ ]Hiring procedures assess employees for compatjihilith organizational values and ethics

Al staff sign annual pledges to follow ethical esd

[Anti-corruption policies are in place, provided¢ach staff member and enforced by decision-makers
[linternal audit for risk management detects corraptand code violations

[] Senior management creates a corporate culture whatues and rewards high standards of ethical
behavior and customer service.

[|Other (please specify)

Sources of information
Centralized approaclstatements from management, review of the codemduct

External audit/Participatory approacterify knowledge and application of the code oh-co
duct among different stakeholders
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4.12 Grievance procedures: Does the MFI have a grievanocedure for clients that is explained to them?

O 0= No grievance procedure; exists but is not widblared/explained to clients
O 1= Grievance procedure exists and is widely shangplained to the clients

If score is 1, which of the following is includedthe grievance procedure: see below SPS 8e
If score is 1, please provide a short summary efgblicies:

Rationale 4.12

Consumer Protection Principle N°5: As institutiggrew, managers/directors have less direct
contact with clients, making it difficult to deteghethical practices (borrowing pressure, re-
payment disputes, kick-backs). Often, field stafbn the front line of conflicts, and risk be-
ing both the judge and the accused. It is therefeceessary to have grievance procedures so
the client does not have to confront the emplopeelved.

Definition

The grievance procedure must allow the client tetnsemeone else other than a loan officer
or a cashier, in case the conflict deals with tiye of employee.

Examples

- Call centersAn efficient system for collecting grievancest bot necessarily appropriate
for small or medium-sized MFIs, which may find #&sger to rely on external mediation.

- Retraction periodA time period after loan approval but before digement that allows
clients to withdraw a loan application if they féleéy were pressured or ill-advised.

- OmbudsmanA designated person available in each branch gpored to clients’ ques-
tions and grievances.

- Satisfaction survey<Client surveys to be conducted regularly withatieely large sam-
ples in order to detect unethical practices, supplged with focus group discussions to
better understand clients’ expectations and peimept

- Suggestion baxSimple and inexpensive, suggestion boxes arealeys effective or
useful if client literacy levels are low.

- Complaint proceduresAn internal procedure that ensures complaintsdesdt with sys-
tematically and impatrtially.

- External mediationtnvolves calling on an external mediator.

Guidelines

Make sure to have the MFI describe what it doed,than choose among the following options (notdadad to
MFI, unless ask for more details)

] A written policy requires customer complaints éotaken seriously, investigated and resolved imaly
manner

[ISpecialized personnel are designated to handlemst complaints and problem solving
[|Customers are informed appropriately of their rightcomplain and know how to submit a complaintfie
appropriate person]

[|Complaints and their resolution are tracked andduseimprove products, sales techniques and custome
interactions

[lInternal audit or other monitoring systems checit ttomplaints are resolved satisfactorily
[ISuggestion boxes are provided in each place ofhkssi

[ ]Hotline or call center with toll free access is dahle

[]A ready mechanism to handle customer complainthlems, and feedback is in place and accessible to
customers.

[|Staff is trained to handle complaints and refemthte the appropriate person for investigation and
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resolution.

[IComplaints are fully investigated and decisions rmade consistently and without bias.
[ICustomers have the opportunity to seek indepentigdtparty recourse in the event that they cannot
resolve the problem with a financial institutionich as an ombudsman or mediator with the power to

make binding decisions.
[|Other (please specify)

Sources of information
Centralized approacistatements from management

External audit/Participatory approacterify effectiveness of grievance procedures (Wo#m
officers and, if appropriate, with clients); doetlts with a justifiable complaint manage to
make their voices heard and achieve resolution?

97



4.13Client confidentiality: Does the MFI safeguardvaigy of clients’ data?

O 0 = No, no formal protection mechanism

O 1 = Yes, the MFI ensures the integrity and ségwfi client information, and seeks the client’smpession to
share information with outside parties.

If yes, explain how the MFI safeguards privacyl@nts’ data (check all that apply¥ee below

If score is 1, please provide a short summary efiblicies SPS 8f

Rationale 4.13

Consumer Protection Principle N°6: Loan officersstnepllect confidential data on clients to
conduct good loan analysis. Given the social prayiwf MFIs (employees/elected officials)
and their clients, it is important to have privgogtection policies.

Guidelines

Guaranteeing client confidentiality first involvitting the clients know when information is
confidential, so they feel justified to complainpifivacy is breached. Most MIS can be pro-
grammed to give access privileges to differentsugellers, loan officers, managers, elected
representatives) but managers must still defing filmctionality and verify proper use. Gua-
ranteeing client confidentiality also calls foramal controls and sanctions in case of non-
compliance.

Make sure to have the MFI describe what it doed,then choose among the following op-
tions (not to be read to MFI, unless ask for maaik):

[_]A written policy and procedures regarding treatmehtlient personal data gathering, processing,, @&l
distribution ]

[linternal audit reviews security of locations andatonic systems where client data is stored
[|The IT system is secure and password protectet witious levels of authorized access to infornmatio
and access to data modification adjusted to thkst@nd needs of the user]

[] Staff explains to clients how their data will keed [and seeks client permission for use]

[] Client consent is required prior to sharing datatside the institution

[IClients may review and correct the information [ahd financial institution provides

assistance in this regard.]

[IClients are instructed on how to safeguard acceses and PIN numbers

[] Systems are in place and staff trained to prateetconfidentially, security, accuracy, and intégof
customers’ personal and financial information.

] Clients have the option of not having their infatian shared.

[] The organization ensures the accuracy of inforaraghared and requests customer consent for use of
data in a Credit Registry or Bureau. .

[] Customer consent is required for use of infornratiopromotions, marketing material and other pabli
information. Clients are asked to express theitten agreement for use of their personal infornmatio
such as pictures and business and personal storitf®e organization’s publications, promotional
material, and any information shared with exteraatience.

[|Other (please specify)

Sources of information
Centralized approaclstatements from management, operations manual

External auditverify with field staff knowledge and respect oihfidentiality mechanisms
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4.14Does the MFI provide some type of loan-insuramcegise of death of the borrower?
O 0 = No or only on a case by case basis
O 1 = Systematic write-off procedure or loan inswwe

If score is 1, does the MFI provide credit lifeunsnce:[_]Yes[_INo SPSQ
Specify which types of loans come with insurance:

What is the cost for the client?

How is this information disclosed to clients:

Rationale 4.14

The death of an economically active family membsrally has serious consequences on the
financial situation of the household. Because feansg outstanding debt to other family
members can result in over-indebtedness, it igal@si for an MFI to apply debt-forgiveness
procedures.

Definition

Insurance on the loan that frees the family fromlihrden of debt in case of death of the bor-
rower

Guidelines

Debt-forgiveness on a case-by-case basis doesppbt, & must be systematic, either in the
form of loan insurance or debt cancellation.

Sources of information

Centralized approacstatements from management, loan guidelines

External auditverify loan and/or insurance contracts
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Criteria 3 — Social responsibility to the community and environment (7 points)

4.15Does the MFI have a policy defining social resgloitises to the community?

] 0 = No, Policy under development or planned

[] 1 = Informal policy reflected in operations

[ ]2 = Yes, a formal, written policy

Examples: Socio-anthropological studies, Feedbacknflocally recruited employees , Active participatin
community, Dialogue with local authorities/key rese people
If score is lor 2, please provide a short summadithe policies:

Rationale 4.15

Being in tune with local culture and values isical to sustainability. An institution that is

culturally-sensitive is less likely to have a négatimpact on local social networks and more
likely to be appropriated by the community. Of s®jrnot every aspect of “local culture”
needs to be integrated into the MFI's values; tHel May wish to adapt certain customs in
order to model more democratic, transparent andlt&gan values. For instance, women’s
participation and democratic decision making arensexessarily mainstays of every culture,
but may be espoused by the MFI.

Examples

Through socio-anthropological studies, discussiaitis local authorities or key resource per-
sons; working with loan officers who can speakltdwal language and know the local culture;
active participation in the community.

Guidelines

It is difficult to objectively assess how an ingtibn successfully adapts to its context or pro-
motes democratic, transparent and egalitarian sallieerefore this indicator focuses on the
MFI's knowledge of local culture.

Sources of information

Centralized approacstatements from management

External audit/participatory approadcus group discussions with staff from differéntels
(loan officers in particular) to assess whetherdhg a shared perception of how the MFI re-
flects local culture and values
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4.161s the MFI proactive in promoting local social aaxbnomic development?
O 0 = No or on an irregular basis (less than 5% tartfolio)
O 1= Yes, on aregular basis and in accordandeavilanned strategy

If the score is 1, give details:

[|Formal collaboration with local development actors,

] Initiatives to promote the creation of local empttent (does not include self-employment and inaene+
rating activities),

[] Funding of risky but innovative local activities

] Members of top management come from zones thedfftes,

] MFI avoids credit for enterprises with negativeisd value

[_|Promotes transparency and anti-corruption

] Promotes decent working conditions for employeédmisiness financed by the MFI @)
[] Supports local communities in the event of emesigen 1ob-c
[ISupports women'’s leadership

[ |Takes measures to eliminate forced labor

[ ]Take measures to eliminate child labor
[] Finances activities employing minorities, disabledligent people, widows, etc.

[] Finances activities with high social value, suchhealth care or prevention services, culture, comity
infrastructure, etc.
[|Other policy, specify:
If score is 1, please provide a short summary efgblicies:

Rationale 4.16

An MFI may decide to take social responsibility forancing high-risk activities with high
social or economic value added, or decline to fbeaactivities with negative social or eco-
nomic consequences (migration of local know-hownntfal activities, trade activities that do
not support local economic activity, etc.). In thse, financial products are considered part
of a proactive strategy.

Examples

- ldentification of activities entailing indecent jalonditions, such as child labor or gender
exploitation, and implementation of policies to @vbnancing them or to improve condi-
tions.

- Financing and promoting activities that employ nnities, disabled, marginalized people,
widows, etc.

- Financing activities with high social value, suchhealth care or prevention services, cul-
ture, community infrastructure, etc.

Guidelines

The proactive measures must be systematic, invitie the MFI's strategy and involve at
least 5% of the loan portfolio.

Sources of information

Centralized approaclstatements from management, MSI

External audit/Participatory approackerify in one or more branches that staff are awar
policies and apply them.
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4.17Does the MFI have an environmental policy for gmiges it finances?

[ ] 0 = No, Policy under development or planned

[] 1 = Informal policy reflected in operations

[ ]2 = Yes, a formal, written policy

If score is 1 or 2, specify types of environmeptdicy directed at enterprises the MFI finances:
[] Raise client awareness of environmental impacts

[ |Train/educate client regarding environmental impgments SPS
[ISpecific clauses in the loan contract are incluttedhitigate specific social and environmental ri 16a-c

[lIdentify enterprises with environmental risk
[Lending lines linked to alternative energies

[|Other (please specify)
If score is 2, please provide a short summary efgblicies:

4.18 Does the MFI have an environmental policy fordtgn organization's practices that includes bothdhea
quarters and branches (energy, water, paper, Waste)
] 0 = No, Policy under development or planned

[] 1 = Informal policy reflected in operations

[ ]2 = Yes, a formal, written policy

Please specify:

[] Minimize use of conventional electricity

[] Minimize use of conventional fuels @@
[ ] Minimize use of water, recycle water

] Minimize use of paper, recycle paper

[ |Other:

If score is 2, please provide a short summary efgblicies:

Rationale 4.17/4.18

Although many pioneering MFIs already address dimsension, there is an emerging aware-
ness of the importance of environmental policiemiarofinance. Vulnerable clients tempted
to develop environmentally harmful activities (leaglito deforestation, toxic waste, etc.) must
be made aware of their potential effects.

An MFI should address environmental consideratiootsonly with regard to the activities it
finances, but its own internal operations.
Examples

Creating environmental exclusion lists of actistieot to finance, financing activities to im-
prove water quality, financing alternatives to eammentally damaging activities or funding
trade activities that involve purchasing in bulthex than small quantities to limit waste, etc.

Guidelines

Because this aspect is relatively new, even ocoakimr partial efforts should be recognized.
However, it is important to distinguish occasioaHbrts from systematic procedures that are
subject to internal auditing, since systematic reff@are most likely to have a significant im-

pact on environmental protection.

Sources of information

Centralized approachstatements from management, loan procedurestoemvental exclu-
sion lists

External auditverify application of policies in one or more hches

Participatory approachnterviews with staff to assess awareness ofrenmental issues and
the MFI's efforts to address them.
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Appendix 1. Growth National Income per capita 2008
(Atlas Method)

Albania 3,840
Algeria 4,260
Angola 3,450
Antigua and Barbuda
13,620

Argentina 7,200
Armenia 3,350
Australia 40,350
Austria 46,260
Azerbaijan 3,830
Bangladesh 520
Belarus 5,380
Belgium 44,330
Belize 3,820

Benin 690
Bermuda .. a
Bhutan 1,900
Bolivia 1,460
Bosnia and
Herzegovina 4,510
Botswana 6,470
Brazil 7,350
Brunei Darussalam
26,740 a

Bulgaria 5,490
Burkina Faso 480
Burundi

Cambodia 600
Cameroon 1,150
Canada 41,730
Cape Verde 3,130
Cayman Islands .. a
Central African
Republic 410
Chad 530

Channel Islands
68,640 a

Chile 9,400

China 2,940
Colombia 4,660
Comoros 750
Congo, Dem. Rep.
Congo, Rep. 1,970
Costa Rica 6,060
Cote d'lvoire 980
Croatia 13,570
Cyprus 22,950 a, d
Czech Republic
16,600

Denmark 59,130
Djibouti 1,130
Dominica 4,770

Dominican Republic
4,390

Ecuador 3,640
Egypt, Arab Rep.
1,800

El Salvador 3,480
Equatorial Guinea
14,980

Eritrea

Estonia 14,270
Ethiopia

Fiji 3,930

Finland 48,120
France 42,250 b
Gabon 7,240
Gambia, The 390
Georgia 2,470
Germany 42,440
Ghana 670
Greece 28,650
Grenada 5,710
Guatemala 2,680
Guinea 390 a
Guinea-Bissau
Guyana 1,420
Haiti 660
Honduras 1,800
Hong Kong, China
31,420

Hungary 12,810
Iceland 40,070
India 1,070
Indonesia 2,010
Iran, Islamic Rep.
3,540 a

Ireland 49,590
Isle of Man 43,710 a
Israel 24,700

Italy 35,240
Jamaica 4,870
Japan 38,210
Jordan 3,310
Kazakhstan 6,140
Kenya 770
Kiribati 2,000
Korea, Rep. 21,530
Kuwait 38,420 a
Kyrgyz Republic 740
Lao PDR 740
Latvia 11,860
Lebanon 6,350
Lesotho 1,080

Liberia

Libya 11,590
Liechtenstein .. a
Lithuania 11,870
Luxembourg 84,890
Macao, China 35,360
a

Macedonia, FYR
4,140

Madagascar 410
Malawi

Malaysia 6,970
Maldives 3,630

Mali 580

Malta 16,680 a
Marshall Islands 3,270
Mauritania 840 a
Mauritius 6,400
Mexico 9,980
Micronesia, Fed. Sts.
2,340

Moldova 1,470 e
Mongolia 1,680
Montenegro 6,440
Morocco 2,580
Mozambique 370
Namibia 4,200
Nepal 400
Netherlands 50,150
New Zealand 27,940
Nicaragua 1,080
Niger 330

Nigeria 1,160
Norway 87,070
Oman 12,270 a
Pakistan 980

Palau 8,650
Panama 6,180
Papua New Guinea
1,010

Paraguay 2,180
Peru 3,990
Philippines 1,890
Poland 11,880
Portugal 20,560
Qatar .. a

Romania 7,930
Russian Federation
9,620

Rwanda 410
Samoa 2,780

San Marino 46,770 a

in USD

Sao Tomé and
Principe 1,020

Saudi Arabia 15,500 a
Senegal 970

Serbia 5,700
Seychelles 10,290
Sierra Leone 320
Singapore 34,760
Slovak Republic
14,540

Slovenia 24,010
Solomon Islands 1,180
South Africa 5,820
Spain 31,960

Sri Lanka 1,780

St. Kitts and Nevis
10,960

St. Lucia 5,530

St. Vincent and the
Grenadines 5,140
Sudan 1,130
Suriname 4,990
Swaziland 2,520
Sweden 50,940
Switzerland 65,330
Syrian Arab Republic
2,090

Tajikistan 600
Tanzania 440 f
Thailand 2,840
Timor-Leste 2,460
Togo 400

Tonga 2,560
Trinidad and Tobago
16,540

Tunisia 3,290
Turkey 9,340
Turkmenistan 2,840
Uganda 420

Ukraine 3,210
United Kingdom
45,390

United States 47,580
Uruguay 8,260
Uzbekistan 910
Vanuatu 2,330
Venezuela, RB 9,230
Vietnam 890
Yemen, Rep. 950
Zambia 950

.. Not available. Note: Rankings include all 210 \ldBank Atlas economies, but only those with conéd GNI per capita estit
mates or those that rank among the top twentyhi@rAtlas method are shown in rank order. Figurdtalits are for 2007 or 2006.
a. 2008 data not available; ranking is approximatéata include the French overseas departmerfseoich Guiana, Guadeloup
Martinique, and Réunion. c. Estimate is based guaréis are extrapolated from the 2005 Internati@uahparison Program bench
mark estimates. d. Excludes Turkish Cypriot sid®ata exclude Transnistria. f. Data refer to maxidl Tanzania only. g. Estimate
to be low income ($975 or less). h. Estimated toupper middle income ($3,856 to $11,905). i. Estedao be high incoms
($11,906 or more). j. Estimated to be lower middme ($976 to $3,855).

o

o

Source: World Bank
In case you need more recent or precise data, epleasfer to World Bank statistics website:
http://siteresources.worldbank.org/DATASTATISTIC&8urces/GNIPC.pdf or http://go.worldbank.org/B5PYF93QFO0
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APPENDIX 2 - DOCUMENTS AND INTERVIEWS FOR SPI AUDIT

BASIC DOCUMENTS

INFORMATION FOR SPI

Annual reports / Financial statements

Mainly Part |, 3.17 (voice of clients), criteria 4.3 (SR to community/environment)

Description of loan products

Mainly Criteria 2.1 (range of services), 1.6 (targeting), 1.13 (productive loans), 3.15 (women empowerment),
4.17 (environment)

Description of savings products

Mainly Criteria 2.1 (range of services), 1.16 (small savings), 3.15 (women empowerment)

Description of innovative products

Mainly criteria 2.3 (innovative/NFS)

Description of non financial services

Mainly criteria 2.3 (innovative/NFS), 3.15 (women empowerment)

Loan application form

1.8 (client poverty)

Loan contract

2.10 (interest rate), 4.9 (costs transparency), 4.14 (life insurance)

MFI status, by-laws

Part |, Criteria 3.2 (client participation), 4.4 (staff participation)

POTENTIAL DOCUMENTS (if corresponds to the MFI strategy)

MFI survey reports

1.3 (geographic poverty), 1.8 & 1.9 (client poverty), 2.11 (market study), 2.13 (drop-outs), 2.19 (satisfaction on
NFS), 3.1 (tracking change on clients), 4.8 (overindebtedness)

Targeting tool

1.6

Staff /elected members training programmes

1.7 (targeting strategy), 3.2 (SPM training), 3.12 (client representatives), 4.3 (staff training)

Composition of the Board

Part |, Criteria 3.2 (client participation)

MFI definition of rural, of exclusion

1.4 (rural), 1.11 (exclusion)

Documents for general communication with clients

3.16 (transparency to clients)

MFI membership in networks / attendance of the MFI

3.17 (voice of clients)

Codes of conduct 4.11
Documents for communication on grievance procedures to clients 4.12
Environmental exclusion list 4.17

MORE SENSITIVE DOCUMENTS

Business plan

Can help revise full questionnaire, in particular extension strategy, strategy with non/less profitable branches or
products, social responsibility strategy, etc.

Loan manual of procedures

Mainly Criteria 1.2 (individual targeting), Criteria 1.3 (pro-poor methodo), criteria 2.1 (range of services), 2.9
(timely delivery), 2.15 (mobile banking), 3.15 (women empowerment), criteria 4.2 (client protection)

Savings manual of procedures

Mainly Criteria 2.1 (range of services), 1.16 (small savings), 3.15 (women empowerment)

Minutes of general assemblies, board meetings, commitee meetings

Mainly Part 1, criteria 3.1 (eco benefits to clients), criteria 3.2 (participation of clients)

Salary scale

4.1

Partnership agreements

Criteria 2.3 (Innovative & NF services)

NATIONAL DATA

National data on geographic distribution of poverty

Criteria 1.1 (geographic outreach)

Geographic distribution of banks, coop, other MFls

1.15 (no other FI)




Key Resources

| Contents

IT department / data on MIS

Financial ratio/ financial statements

(by default person in charge of the MIS)

data MIS 1.2 | % of clients in poor/excluded areas

1-2 hours

data MIS 1.4 | % of loans in rural, urban, peri-urban areas

data MIS 1.10 | % of woman clients (borrowers, savers)

data MIS 1.11 | % marginalized clients

data MIS 1.12 | % of unsecured loans

data MIS 1.14 | % of loans below 30% of GNI/cap (converted in local currency)

data MIS 1.15 | check repayment schedule below 1% of GNI (converted in local currency)

data MIS 2.8 | number of clients by branch

data MIS 2.12 | nb of clients beginning & end of reporting year + new cl. during reporting year

3.1 report on profile of clients, changes; 4.13 Procedures for client data confidentiality

HR department + training department

(by default person in charge of HR and/or training)

3.2 SPM training, 3.3 SPM incentives, 3.12 Training of representatives

1-2 hours

Criteria 4.1 Social responsibility to staff

Research department

(by default, person in charge of research/ surveys)

Criteria 1.1 Surveys on geographic areas

1-2 hours

Criteria 1.2 Surveys on poverty and/or exclusion

2.13 Surveys on drop-outs; 3.1 surveys on tracking changes on clients

CEO

2-3 hours meeting with CEO or research / SP depart-
ment)

Revise full questionnaire

PARTICIPATORY APPROACH

Branch managers

(BM of major branches, or focus groups with BM)

Criteria 1.1 Geographic targeting

1-2 hours

1.17 Solidarity between branches; 2.5 Local adaptation of services

Loan officers

(LO with large portfolio or focus groups with LO)

Criteria 1.2 Individual targeting

2-3 hours

Criteria 2.2 Quality of services

Criteria 2.3 Innovative & non financial services

3.4 Changes in procedures, 3.14,3.15, 3.16 on Empowerment

Criteria 4.2 Client protection

Clients (Focus group)

Check the perception for each criteria: is it in the MFI strategy? Does it translate into practice? Does it help

you as clients?

External stakeholders (donor, investor, technical a
sistance provider, etc.)

Check the perception for each criteria: is it in the MFI strategy? Does it translate into practices?
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