






15idea

Focus on business
strategy first, then MIS.

Most organisations look at technical constraints when struggling with their MIS.  This is a mistake, says Patrick Gobin of 
Horus Information Systems. 

Patrick stresses that you should look at your business strategy first.  What does your MFI want to achieve in 3-5 years? 
Do you want to expand to new regions, rural areas?  Do you want to launch ATM machines? This is the first step to 
designing or upgrading an MIS system.
 
Here are some quick tips.
• Look at your MIS in a balanced way: think of your business strategy, your functional needs, your available resources 
   and then your technical constraints.
• Give your vendors a test.
• Take the pilot phase seriously.
• You need a strong MIS and back office before venturing into delivery technologies such as ATMs and mobile banking.

View and listen to Patrick’s advice.

“Remember, you are dealing with commercial people and these MIS experts are very good at telling you that 
the MIS will help you reach the moon and stars. You have to get through the clouds first.” 
- Patrick Gobin, Horus, France
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Be audacious to reach rural and 
agricultural-based clients.
Many participants view agricultural finance as an opportunity.  The approaches to take depend on challenges faced in 
expanding to serving more rural clients. Renee Chao Beroff leveraged her extensive experience in rural and agricultural finance 
discussing three areas of challenges:

• Scale: How can rural and agricultural finance reach scale? 
   -> Consider apex structures, mergers or transformation in joint stock company
• Linkages: How to foster win-win partnerships or linkages? 
   -> Seek a balanced partnership, e.g. linkages that help to gain productivity and efficiency, or focus on expanding financial
       resources and product range. Be aware of risks!
• Product development: Which products and delivery channels work to serve all market segments of rural economic actors?
   -> Focus on rural inclusive finance, that goes beyond credit services and promotes the entrepreneurial spirit among 
       agricultural-based clients  

View Renee’s presentation. 

A group of participants used their acting talents and developed a bilingual (FR/EN) presentation that highlights three ways to 
mitigate risk in agricultural lending.  You can use it for your institution.

27 IDEAS WTA
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“I want to link our partners in Mozambique and Malawi so they can meet and discuss value chain financing and 
agricultural products.” - Sally Vicaria, Opportunity International/UK, United Kingdom

“I will look at the rural market in a segmented way so we can provide products tailored to their needs. Explore more 
in rural areas where you have the largest number of people in need.” 
- Faustin Zihiga, URWEGO Opportunity Bank, Rwanda
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Offer more than credit.

Microsave’s Peter Mukwana shared his extensive experience in savings and product development. Focusing on clients’ needs 
means acknowledging that there is a large demand for products other than credit, such as savings and insurance.  

The challenges for MFIs to expand savings are widely known.  But, here are some ideas to overcome these obstacles and 
expand savings services to low income households:

• Determine the customers’ needs and integrate them in the design 
• Inspire clients’ trust through your corporate branding 
• Know what your competitors are offering 
• (Re)train your staff–  staff cannot market each product the same way, they must understand the features of the product, 
   and the terms and conditions for the clients.  Customer service is always important, but even more so for savings where 
   rather than giving clients money, you are asking them to entrust their money to you! 
• Re-think your processes and systems to make sure they work for savings
• Offer financial education – focus on clients and their understanding of the product
• Pilot test savings products to ensure these suit the existing institutional structure and infrastructure

Microfinance is clearly more than credit and savings. Micro-insurance is expanding in Africa. Opportunity International-UK is 
one partner who is expanding micro-insurance in Africa.  

MFIs can be creative in ensuring staff know product features and market them well. Peter explained that Equity Bank Kenya 
has a system on staff’s computers that have them do a quiz on Equity’s product features every time they start up their 
computer. View Peter’s presentation for other innovations he shared.
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“I will apply what I learned every morning. I will ask my staff for their knowledge of product features that our 
institution offers.” - Florence Muia, Finan¬cial Services Association, Kenya 
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Credit Scoring: Where to begin?

Together with Gilles Galudec from IFC, partners discussed the benefits of accessing clients’ credit histories (e.g. through 
credit bureaus) and how the introduction of credit scoring could improve access to finance by reducing risks. 

OI Bank Malawi, AccésBanque Madagascar and Advans Cameroun are exploring if and how credit scoring can automate 
credit decision processes, with a view to reducing risks, speeding up service delivery to clients and reducing cost for the 
bank. 

Requirements for introducing credit scoring include:
• A centralized database
• Good client information records
• MFI mangers’ commitment
• Staff and clients who are ready change
• Integration of staff from IT and Credit to design and refine scoring applications

Due to the nature of credit analysis in microfinance (which tends to be more “subjective” than in other finance sectors) and 
the lack of a history of failing microfinance institutions, credit scoring models for microfinance are not easy to design. From 
an experience in Benin several years ago, Gilles Galudec argued that the most important lesson learned is not to rely only on 
a credit scoring system for decision-making. 

View Gilles’s presentation for other tips and insights. 
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“I will look into subjective credit scoring since statistical credit scoring is probably not going to work for us.” 
- Claudia McKay, Opportunity Interna¬tional Bank Malawi 
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“The EU/ACP MF Programme was very much designed 
to be innovative. If the project worked well, it could 
become a demonstration project. In many ways, the 
EC took risks and did some things it had never done 
before in the design of this project. It is important for 
us to hear frankly what worked well, what did not work 
well, and what tips participants can offer the EC and 
other funders for the success of future microfinance 
capacity building programmes.”
 - Alexia Latortue, CGAP, Paris

Ideas: 
19. Have specialized microfinance grant programme.       
20. Be a smart partner.
21. Develop effective performance-based contracts. 
22. Select critical success factors. 

Section 5: Ideas to Make Smarter Investments in 
Capacity-Building Programmes to Support Retail Microfinance.
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Here are nine ideas on what works well and what can be improved to make the microfinance capacity-building 
‘journey’ less bumpy next time. These ideas are specifically targeted to grant funders thinking about designing
 new capacity-building programmes.

23. Keep the dialogue going.
24. Measure impact down the road.
25. Prepare MFIs to procure and pay for TA.
26. Stand by your brand—not donors.
27. Start peer learning early.
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Have specialized microfinance
grant programme.

The EU/ACP Microfinance Programme is the first global EC-funded project exclusively dedicated to microfinance. Though 
the EC does not have a lot of in-house microfinance expertise, it managed to attract professional implementing partners 
with innovative project ideas through this specialised programme—specifically through its call for proposals.

Having a specialised programme or budget line to support microfinance allows a funding agency to apply good practice 
developed by the industry, and focus the selection and evaluation criteria on what experience shows matters most in 
microfinance to attract professional implementing partners.  Having such a line or funding window also provides more 
flexibility to take into account the specific characteristics of the microfinance industry. This is much harder when support 
for microfinance is integrated in a multi-sector programme.

“I think it was an important step for the EC to have a budget line called EU/ACP microfinance.LFS tried to get 
funding for microfinance but it was almost impossible for a small company like ours because the company 
had to be in the EC database for many years, and needed a lobby office in Brussels for someone to notice us. 
So we welcome the EC’s new approach.” - Martin Spahr, Access Banque, Madagascar
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Be a smart partner.

Participants appreciate contact with a donor on 
technical microfinance issues, especially when 
donor staff  have some knowledge of microfinance. 
A donor with technical expertise can be a valuable 
partner. However, donors that want to be involved 
on a day-to-day basis can distract grantees... Take 
your time and be a smart partner. 

Developing and monitoring a good performance-
based contract requires staff with microfinance 
experience and understanding of the assignment. 
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Develop effective
performance-based contracts.

Participants were unanimous in their appreciation for performance-based contracts.  In a performance-based contract, 
the donor and the grantee agree to certain performance indicators and minimum thresholds that both the grantee and the 
MFIs they support must meet on a yearly basis. The use of both clear and time-bound targets is the biggest strength of the 
EU/ACP reporting system. 

However, most partner organisations warn that it takes time for the grantee and the MFI to negotiate an effective 
performance-based contract. Allow adequate time to:
• Conduct diagnostics, 
• Develop technical assistance plans, and
• Reach agreement between the donor, the technical service provider and the MFI(s) on meaningful and realistic
   performance targets. 

“Exogenous factors, such as obtaining a license, can seriously affect grant performance, especially in the 
case of a ‘greenfield’ operation. The minimum performance thresholds and targets set at the outset should 
anticipate such problems as a delay in the start of operations and include in the 
contract, the possibility of adjusting targets if the license is delayed.” – Read more about Advans.

27 IDEAS WTA
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Originally, all contracts from this Programme were for 30 months. Most participants, however, required more time for 
implementation, especially when the project was affected by external factors beyond the MFIs’ control.  Donors may 
consider ‘starting the clock’ for a grant when operations actually start. This could enable new MFIs to reach realistic 
performance targets. Partners, on the other hand, need to leave sufficient room in project plans for unexpected delays.  

20

Table of Ideas

who



22idea

Select critical success factors.

Think broadly about performance indicators that measure key success factors. Among the range of targets that will be 
monitored, the donor and grantee negotiate 4-5 minimum performance threshold targets that an MFI or technical services 
provider should meet on a year-by-year basis and compared to a base line. Donors consider these critical success factors 
and meeting them triggers payment of each instalment of grant funding.

For MFIs, core indicators like number of clients, portfolio at risk or financial sustainability are clearly important.  But other, 
more qualitative indicators, can also help to monitor the change expected as a result of the grant and its specific outputs. 

See more lessons learned on the use of performance based contracts and reporting template used by EU/ACP
Microfinance Programme.

For updates on performance tables of grantees, see the Programme website.

27 IDEAS WTA

  |  All content in this e-booklet is based on ideas shared at the EU/ACP Microfinance Peer Learning Event 2008.

A few examples, a technical assistance intervention that aims to:
• introduce diversified financial products -> include an indicator on the number of new products and 
   demonstrated client satisfaction with those products. 
• train board members -> monitor not only the number of people trained but examine a change in knowledge, 
   skills or attitudes after the training.
• promote transparency of MFI performance -> make reference to MFI reporting to the Mix Market.
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Keep the dialogue going.

Rwanda’s URWEGO Opportunity Bank went through a merger during the grant period.  This resulted in a change in
ownership and legal structure.  The merger also meant that targets for the performance-based TA contract could no longer 
be met as planned.

The EC showed an interest in understanding why targets were not being met, and discussing a new path of action. The 
flexibility and time to discuss with the partner and re-negotiate is important.  Firmness in applying performance-based 
contracts is generally good, but so is the ability to appreciate changed circumstances. Dialogue is therefore key.

Fortunately, negotiation between the EC and UOB resulted in a revised plan to meet final objectives. The EC:
• Requested documents reflecting the legal status and mission of the new organisation as well as a revised
   business plan.
• Reviewed the project with the partner to see whether the projects’ objectives were still aligned with the 
   aims and plans of the merged organisation.
• Jointly revised the work plan, extended the contract duration and allowed the budget to be reallocated to 
   catalyse and speed up expansion of savings services in rural areas.
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Measure impact down the road.

It is tempting to think that technical assistance results in
 immediate improved MFI financial performance, but in the real 
world, it usually takes some time for the benefits of an
 intervention to be felt by the MFI. There are also external 
factors that can affect the financial performance of an MFI. 
These include natural disasters, or an economic or a political 
crisis.

“We have to be realistic about how and how soon we 
can measure the impact of our technical assistance. 
There are also external factors that impact results.” 
-  Aaf Graveld, Triodos International Fund Management

Ideally, technical assistance will result in improved 
financial performance of microfinance institutions and 
this, in turn, will allow MFIs to reach more clients and 
better serve them—but capacity building programmes 
do not usually assess impact at the client level. However 
complex and costly, donors should assist in analysing 
true impact of interventions at the client level, e.g. by 
helping to introduce poverty assessment tools. 

“I think the performance indicators are good, 
especially for capturing the quantitative 
dimensions of our interventions. But when it 
comes to qualitative aspects and impact (and we 
all appreciate how difficult it is capture those) 
perhaps we can think of creative ways to capture 
qualitative impact on clients. 
- Aleke Dondo, KREP Development Agency, Kenya
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Prepare MFIs to procure
and pay for TA.

All types of institutions need to acquire external technical services from time-to-time—MFIs are no exception. For this 
reason, preparing MFIs to budget for future technical assistance is important.

To prepare MFIs to contract TA in future, donors could provide matching grants on a declining basis. For example, donors 
could pay 50% of a technical assistance assignment, while the MFI pays the rest.  Over time, the donor would reduce the 
match to 35% and then 25%, as the MFI gets stronger.  

At the same, MFIs should be involved in procuring the TA (defining terms of reference, selecting service provider, etc.) so 
that the MFI can do this for itself in future.

A capacity-building programme that offers MFIs free technical assistance is a mistake. If TA is free, recipients won’t value 
it and will be less likely to be willing to pay in future, even though they need the service. In addition, if donors distort the 
market by giving TA for free, commercial providers of these services will not be able to create a viable business that will 
survive after the donor leaves. 

“The more the MFI pays, the more they are involved.  So at exit, the MFIs are actually able to manage this on 
their own.  They will have developed the skills for selecting consultants and for writing terms of references.” 
- Chris Musoke, AMFIU, Uganda
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Stand by your brand—not donors.

Microfinance is about sustainability and to achieve this, clients must pay 
back their loans with interest.  If clients see a donor’s logo, they may think 
a ‘rich’ donor is subsidizing the microfinance institution, and they may not 
feel as obliged to repay.

Persuading a donor not to make its participation visible is not easy.  But 
remember that MFIs have many supporters, including donor agencies,
investors, social investors, etc, as well as their own retained earnings.  
The MFI cannot acknowledge all supporters on their promotional leaflets.

“We faced this problem on start up and decided not to use the logo 
or make mention of any donor partnership.  If borrowers see a
donor’s logo, they could interpret that the money they have
borrowed does not need to be repaid.  Although the EU wants us 
to make their participation visible, we resisted as we do not want 
to make any donor’s participation obvious to our borrowers.” 
- Olivier Bailly-Bechet, Advans Cameroun

 

You will not find a donor logo on 
AccésBanque marketing materials.
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Start peer learning early.

Do not wait until the end of the grant to support peer learning across partner organisations. If learning events are included 
from the beginning of the program, trust and mutual support can develop among partners.

Here are some ways for donors to foster peer learning:

• Plan and budget peer-learning activities as part of capacity-building grant programmes.
• Start the peer learning process at the very beginning of the grant and publicize this in the Call for Proposals.
• Let partners drive the agenda.
• Use a range of methods to foster learning (Skype phone calls, workshops, webinars, multi-media, peer assist methods)
• Dedicate resources from the beginning in order to pay a facilitator to guide and manage the on-going learning process.
• Share the outcomes of peer learning to the broader microfinance industry. 
• Develop learning products that other practitioners and stakeholders would find valuable.

Use a mix of adult learning and participatory approaches to involve everyone actively. 

You can use this tool in your institution. Listen to the presentation.
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