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In October 2013, the first EIB Rural Impulse
Fund (RIF II) Symposium in Africa was held
in Mombasa, Kenya. The purpose of the
Symposium was to encourage capacity
building and peer-to-peer learning for
microfinance practitioners coming from the
African, Caribbean and ACP countries.
A diverse set of actors including donors,
consultants, and twenty microfinance
institutions (MFIs) coming from SubSaharan African countries and the Pacific
(Timor Leste), attended the event.
The Symposium was organised under
the Technical Assistance Facility for the
Rural Impulse Fund (RIF) II and focused on
institutions that had received technical
assistance funded by the EIB. Frankfurt
School of Finance & Management has
been chosen to implement the Technical
Assistance under the framework of RIF
II and to organise the Symposium in
partnership with Incofin Investment
Management.
The Symposium combined presentations,
workshops, practical exercises, discussions
and field visits to branches of Kenya Women
Finance Trust (KWFT)1. Main speakers
included EIB representatives, experts from
Frankfurt School of Finance & Management,
Incofin Investment Management staff and
MFI managers.
This booklet aims to provide an overview
of the event, as well as to encourage future
initiatives promoting peer-to peer-learning
and financial inclusion.
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KWFT is a deposit-taking microfinance institution based in
Kenya. The Institution is a RIF II investee.
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The European Investment Bank (EIB) has a long
track record in supporting and developing
microfinance activities in the African, Caribbean,
and Pacific (ACP) countries. The Bank supports
leading microfinance institutions (MFIs),
investment funds and other microfinance
practitioners in fostering financial inclusion for
the micro-, small- and medium-sized enterprise
universe.
To date, Sub-Saharan Africa represents its most
important microfinance involvement, with a total
portfolio of more than EUR 260 million. The Bank
uses a broad array of financial instruments and
often combines them with technical assistance
initiatives aimed at strengthening the capacity
of their financial counterparties.
For more than a decade, the microfinance sector
in the ACP region has experienced impressive
growth, yet it still reaches only a small percentage
of its potential market. With almost 400 million
adults in Sub-Saharan Africa remaining outside
the formal financial system1, financial inclusion
remains a challenge.
In line with its strategy for the ACP region, in
2010 EIB invested EUR 10 million in the Rural
Impulse Fund II (RIF II) and granted a EUR 1
1 Global Findex 2011
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Introduction speech at the EIB RIF II
Symposium in Africa by Mr Nikolaos
Milianitis, Deputy Head of
Representation - East & Central Africa
at the European Investment Bank

million Technical Assistance Facility to RIF II to
be used for partner MFIs. RIF II is a microfinance
investment vehicle advised by Incofin Investment
Management which aims at supporting the
overall development of rural MFIs.
The EIB RIF II Symposium was organised
to encourage peer-to-peer learning and
best practice sharing for rural microfinance
institutions on specific topics such as institutional
transformation, agri-lending, SME lending and
Social Performance Management, amongst
others. The Symposium brought together more
than 50 participants from 17 different countries,
including representatives from financial
institutions, investors, donors and consultants.
We are pleased to present the results of the
discussions in order to share some of the insights
gained during the course of the Symposium
with microfinance practitioners and other
stakeholders in responsible inclusive finance.
The Symposium demonstrated that there are
no easy solutions to foster financial inclusion,
but that significant interesting experience has
been built up amongst several institutions.
Knowledge sharing, particularly peer-to-peer
exchange, is a powerful tool from which to draw
lessons that can guide future strategic responses
in the microfinance sector.

EIB RIF II Symposium in Africa
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Institutional transformation is a major development step that
ambitious MFIs are taking across the world.
This transformation can take multiple routes, converting from an
unregulated NGO into a regulated non-bank financial institution
(NBFI), or from an NBFI into a commercial bank.
MFIs deciding to transform into a different corporate entity face
significant challenges caused by tougher regulations, a demanding
investor community and complex financial markets.

Focus Theme 1

TRANSFORMATION
OF MFIs

Main steps for a successful
transformation
When an MFI plans to transform, a
strategic thinking process, thorough
business planning as well as adequate
relationship management and extensive
legal support are required. For example,
a feasibility study needs to be developed
to assess the impact of the transformation
on the entire organization, after which
a detailed strategic and business plan
should be developed.

Figure 1: Transformation
Route2
More client
diversity

Bank

More product
diversity

Micro & SME
Credit + Deposit

Two key messages are tied to the goals
and objectives of each transformation:
Transformations are not easily
replicable as the process is tailored
to the specific regulatory, operational
and institutional circumstances of a
particular institution and country.
Successful transformations require a
detailed and realistic transformation
plan3 updated on a regular basis that
helps monitor the transformation
process.

•

•

>	To learn more about the steps for
a successful transformation go to:
www.incofin.com/en/news/eib-rif-iisymposium-report
3 Further to a thorough gap analysis, a transformation plan is
developed outlining all the required activities for the coming 12 to
24 months detailing time frame, person/department in charge and
expected outputs.

Micro & SME
Credit
Microcredit

2 Designed by Frankfurt School of Finance & Management
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Insights from the field
In table 1 Aaron Opoku-Ahene
(right), Chief Operations Officer
at SASL shares some of the specific

challenges encountered during the SASL
transformation process as well as the
solutions used to overcome them:

TABLE 1: Transformation Process :
Challenges and Solutions from SASL perspective

Communication

Challenge
to transformation and
• Commitment
diligence to go the “extra mile” does
not always prevail at every level of the
organization.

Solution
clearly and on a regular
• Communicate
basis to ensure the buy-in of all
stakeholders involved (staff, investors
and clients).

of knowledge on the
• Lack
transformation process exists among

Capacity
Development

staff members.
transformation entails specific
• The
changes at organisation level leading
to an increase in the decentralisation
process and staff specialisation.

and enhance internal staff
• Build
capacities with continuous orientation

Budget

•

Founded in 1994, Sinapi Aba Trust (SAT)
transformed into a Savings and Loans
Company (a form of a Microfinance
Deposit-Taking Institution according to
the banking law in Ghana) with the name
Sinapi Aba Savings and Loans Company
Limited (SASL). Today, SASL is comprised
of more than 45 branches and 691 staff
members across Ghana, serving 140,000
loan clients.
Two main objectives pushed SAT to
transform:
broadening the range of services for
its clients, particularly savings;

•

Aaron Opoku-Ahene,
Chief Operations Officer at SASL

working from anywhere within
• Staff
SASL network should carry the same

budgets can be easily
• Transformation
depleted and operations are often more
costly than budgeted.
new corporate culture might entail
• The
a risk of mission drift.

sufficient financial resources
• Make
available and closely monitor the costs
of the transformation process.
entry of new investors will secure
• The
access to the required funding to scaleup outreach. Sharing mission and vision
including double bottom-line approach
is key.

Timor Leste: Tuba Rai Metin,
from NGO to Other Deposittaking Institution (ODTI)
Located in Timor Leste, Tuba Rai Metin
(TRM) is a promising NGO with a network
of 11 branches serving about 8,000
clients. TRM is currently in the process
of transforming into an “other deposit
taking microfinance institution” (ODTI).
Transforming in a post-conflict context
constitutes a challenge, above all
because the legal and judiciary system
is still evolving and the Central Bank
itself is in the midst of a transformation
process.

6

attracting cheaper sources of funding
through savings mobilization since
the availability of donor funds
was not keeping pace with SAT’s
growing portfolio and the costs of
local currency loans were extremely
expensive.

and training before, during and after
the transformation.

degree of skills, competencies and
organisational culture.

Governance &
Ownership

Ghana: Sinapi Aba Savings
and Loans (SASL), from NGO
to Microfinance DepositTaking Institution

Angelo B. C. Soares (right),
Tuba Rai Metin, Chief Executive
Officer and Subhash Jindal (left),
Transformation Advisor

EIB RIF II Symposium in Africa
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Angelo B. C. Soares, Tuba Rai
Metin, Chief Executive Officer and
Subhash
Jindal,
Transformation

Advisor presented the following
recommendations at the EIB RIF II
Symposium:

TABLE 2: Transformation Process: Recommendations from TRM
perspective
Pre-transformation
phase
a very thoughtful
• Have
understanding of the
opportunities underlying
the transformation and the
gaps to bridge.
a very detailed
• Prepare
transformation plan
including all activities
envisaged and their
timeframe.
time to envision
• Take
the outcome of the

During
transformation
the right staff and
• Select
external advisors.
is a thorough
• Transforming
and enduring process, be
determined to achieve your
results.
a Transformation
• Establish
Committee to constantly
monitor the sustainability
of the process.

Lessons learned
Experience-sharing from investors and
MFIs highlighted some essential key
takeaways:
In a number of cases, there exists a
first-mover advantage in institutional
transformation wherein a well
conducted transformation can lead
to establishing a solid leadership
position in the market. On the other
hand, MFIs that are not first-movers
can learn from the experience
and potential errors made by their

•
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Investor
relations
a realistic
• Develop
prospectus including
a sound business plan
and consistent financial
projections.

•

•

•

need 5-10 years until deposits from
the public constitute the main source
of funding.
In general, transformation facilitates
and expanded product offering
and lays the foundations of
sustained, long-term growth thanks
to an expanding client base. This
also means that adequate client
relationship
management
and
technical competencies are crucial for
a successful transformation.

and bring on-board
• Select
the right investors; ones
who share the mission and
vision.
a good relationship
• Maintain
with existing investors as it
is important for reference
checks and to support the
continuous growth.

transformation. Define
qualitative and quantitative
targets.

•

cooperatives, NGOs) into shareholder
owned entities (regulated NBFIs,
microfinance
deposit-taking
institution, commercial banks).
MFIs often tend to be too ambitious
when it comes to their transformation
timeframe. On average 2 years will
have passed from the moment the MFI
takes the decision to transform until
completion of the transformation
process.
Experience shows that unregulated or
credit-only MFIs that transformed into
banks and deposit-taking companies

competitors, thereby shortening their
learning curve when transforming.
MFI transformation typically implies
changes in the shareholder structure
and organizational structure. Adding
one or more new investors means
dealing with different practices and
cultures, as well as accepting that the
role of the founders diminishes for
the benefit of improved governance
and efficiency. The most challenging
forms of transformation are the
conversion of entities with no clear
ownership structures (foundations,

Interview with
SILKE
MUEFFELMANN,
Senior Project Manager
and Key Expert of
Frankfurt School of
Finance & Management

How did this first EIB RIF II Symposium in
Africa contribute to a better understanding of
transformation among the MFI’s present?
S.M.: “The variety of topics covered during the
Symposium was extremely useful for all the
representatives of the MFIs. The same goes for the
active participation when talking about visibility and
business planning, relationship management, savings
mobilizations etc. Personally, I was impressed by the
active participation and peer-to-peer learning efforts of
the participants. This was combined with presentations,
toolkits, practical exercises, and shared experiences from
many projects.”
Which successful transformation in the ACP
countries or Sub-Saharan region do you consider
as a best practice?
S.M.: “Sinapi Aba Savings and Loans in Ghana is a very
good case study as it clearly shows that a transformation
process can result in a positive outcome. I think the
African region will see many more transformation
processes especially in Uganda, Kenya, Ghana and
Tanzania.”

EIB RIF II Symposium in Africa

9

Introducing agri-lending
In African countries, agricultural production averages 24% of GDP,
and smallholder farmers contribute over 90% of Africa’s agricultural
production4. According to World Bank’s projections, agriculture and
agribusiness are expected to be a USD 1 trillion industry in SubSaharan Africa by 2030 (compared to USD 313 billion in 2010)5. In
spite of the positive estimates, some important constrains remain:
• limited capacity and coordination along the value chain to meet
increasingly stringent standards;
• low use of modern inputs and limited access to improved
technologies;
• inadequate access to land and tenure security;
• poor infrastructure; and
• lack of finance.
4 Steve Wiggins & Sharada Keats, (2013) “Leaping and Learning. Linking small –holder farmers to market”, Agriculture for Impact, Imperial College London
and Overseas Development Institute
5 World Bank, (2013), “Growing Africa. Unlocking the potential of agribusiness”

Focus Theme 2

AGRI-LENDING

The lack of finance is widely recognized
as a recurrent constraint on agricultural
performance. A few leading financial
institutions work in rural markets and
are providing agri-lending with positive
results. Important elements that have
contributed to a successful agri-lending
strategy are:
the agricultural value chain financing
approach,
in-depth knowledge of the agrisector,
the use of innovative technologies.

•
•
•

The agricultural value chain financing
(AVCF) approach
Agricultural value chain financing (AVCF)
offers an opportunity to reduce costs
10

and risks and to create innovative ways
to finance smallholder farmers. The AVCF
approach provides a comprehensive
solution – looking at the wider set of
actors, processes and markets involved in
the chain. It helps to reduce the risks for
the more vulnerable links in the chain so
that they can gain access to appropriate
and more affordable financial products
by valuing the relationship with the
next actor in the chain. Farmers (groups)
get access to credit more easily when
they have a stable link with their buyers
through, for example, contract farming
or milk delivery contracts. In order to
serve the different actors in the value
chain a variety of adapted financing
mechanisms are being applied.
EIB RIF II Symposium in Africa
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Figure 2 gives an indication of which type
of AVCF instruments are available for
different actors in the maize value chain.
MFIs will primarily deal with smallholder
farmers and coops while big commercial
farmers, processors and traders may also

have access to financial products from
banks. Examples of these products could
include trade and commodity finance
as well as larger working capital loans,
amongst others.

Figure 2 : Agriculture value chain finance instruments6
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farmer
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Processors

Save for loans,
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emerging farmer
programs

Input financing
raw material
collection
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$

$
Working Capital & Asset Finance

Financial Institution
6 Designed by Frankfurt School of Finance & Management
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$

Traders

$

In-depth knowledge of the agri-sector

Innovative delivery channels

Financing the agriculture sector requires
the development of a cash flow-based credit
methodology that captures the specifics of
the agribusiness (crop, production cycle,
yields, etc.). Agricultural loan officers
should have the necessary technical
and market knowledge on any of the
agri-related activities (crops, animal
husbandry, agri-processing, etc.) that
they intend to finance. A number of
institutions have been developing an
agri-score card that helps to assess risk
through a standardized system7. Strong
credit underwriting based on projected
cash flows reduces the need for collateral,
which should only be considered as a
fallback option.

The combination of well-tailored
financial products and innovative
delivery channels provides the means to
implement an inclusive financial strategy
for smallholder farmers. Some of the
tools adopted by financial institutions to
mitigate risks and enhance efficiency in
the lending process include:
tablets or smartphones to access
market info and to enable systematic
data capturing and comparison,
mobile money for savings and loans,
GPS coordinates to determine land
used by the farmers (client mapping),
warehouse management software
to improve the warehouse receipt
system.

•
•
•
•

7 Credit scoring for agricultural lending quantifies the relationship
between specific borrower characteristics and expected loan
repayment, taking into consideration specific variables such as land
availability and type of crops/animals under production. The tool
can be used to calculate the working capital needs and repayment
capacity of the client. The involvement of an agronomist or
agribusiness expert is important to define the threshold applied.

EIB RIF II Symposium in Africa
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Insights from the field
Kenya Women Finance Trust
(KWFT): Mapping the value
chain
In October 2013, KWFT had a total agrilending portfolio of KES 992.5 million
(over USD 11 million, representing
around 7% of their loan book). Three
main types of agri-lending products
made up the agricultural loan portfolio:
(i) dairy cow loans, (ii) crop farming
and (iii) mixed farming. Mixed farming
includes rain-fed agriculture, green
house farming and aquaculture.
Recently KWFT has conducted a value
chain analysis on the goat and bee
keeping value chains with the support
of external consultants. The first phase
of the analysis allowed KWFT to profile
the actors involved and to identify,
evaluate, and prioritize the value chain,
as illustrated in Figure 4, next page.
The second phase of the research
allowed KWFT to define and pilot test

three new financial products: the Goat
Farming Enterprise Loan, the Beekeeping
Equipment Loan and Asset Financing for
Smallholder Farmers.

Figure 3 : Process Mapping of Dairy Goat Value Chain in Kenya

Support
Services like
NGO’s, FI’s,
Govt.

The final phase of the pilot was
identifying the main challenges and
next steps. George Kinyanjui, Head of
Credit of KWFT, shared relevant actions
for a successful roll-out of the products:
enhancing the capacity of KWFT staff
involved in agri-loans,
fostering better links between farmers
and input suppliers (specifically for
bee keeping) and between goat
breeders and processors,
providing trainings and capacity
building
to
enhance
farmer
techniques.

•
•

Abattoirs

Consumers

NGO’s like
Heifer
Input Suppliers
e.g. Agro vets

KMC/Farmers
Choice

Lessons learned
There is not one way to promote
and enhance financial services for
smallholder farmers, as shown by the
following examples that were shared at
the Symposium:
Local crops, types of farms, and types
of value chains need to be analysed
to develop effective and tailored
financial products.
Bundling credit into a broader
array of financial and non-financial
services for farmers can have a greater
impact. Financial services such as
crop/weather insurance, forward
contracting or saving schemes can be
effective risk-mitigating mechanisms.

•
•
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Traders
(middelmen,
Bulk buyers)
NGO’s

Goat Farmer

•

> To learn more about the KWFT
presentation on agri-lending go to:
www.incofin.com/en/news/eib-rif-iisymposium-report

Butcher

•

Establishing
partnerships
with
institutions providing non-financial
services
(market
information,
certifications, skills extension and
training, or agricultural/veterinary
services) can enhance farmers’
competiveness and improve their
repayment capacity.
Identifying qualified agronomists
as part of the agricultural lending
team is a key success factor when
building a strong in-house team with
technical knowledge in agriculture
and agribusiness.

> To learn more about agri-lending and
best practices go to: www.incofin.com/
en/news/eib-rif-ii-symposium-report

EIB RIF II Symposium in Africa
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In Sub-Saharan Africa, MSMEs account for 90% of all enterprises.
However, only 20% of SMEs in Africa have access to a line of credit
and access to finance is cited as the third most important obstacle
to growth after macro-economic and political instability8. SMEs have
often been defined as the missing middle since the loan amounts
they need are typically too large for MFIs and too small for larger
banks. Financial institutions often hesitate to enter the SME market
because of:
• the absence of quality audited financial statements;
• the lack of transparency in the cash flows of the company;
• the high risk profile of the owner;
• the cost structure related to “SME businesses”;
• the difficulty in obtaining suitable collateral.
8 McKinsey Global Institute, (2012) “Africa at Work: Job creation and inclusive growth.”

Focus Theme 3

M/SME FINANCE

Based on experience gained so far,
several toolkits and guidelines for
supporting financial institutions in
setting-up SME banking operations have
been developed9. As outlined in figure
5, next page, five phases characterise
the development of SME banking
9 For some references to the sector, refer to: IFC , “SME Banking
Knowledge Guide”( 2010): http://www.ifc.org/wps/wcm/connect/
industry_ext_content/ifc_external_corporate_site/industries/
financial+markets/publications/toolkits/smebknowledge+guide/
and SME Finance Forum: http://smefinanceforum.org/post/enablingsme-enterprise-access-finance-primer-diagnostic-checklist-andmodel-scope-of-work Certified Expert in SME Course: http:/Frankfurtschool.de/

16

products:
understanding the market;
developing products and services;
acquiring and screening clients;
serving clients, and
managing information and
knowledge.

•
•
•
•
•

Each stage includes specific action
points to effectively manage the risks
arising from this new field of activity.

EIB RIF II Symposium in Africa
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Insights from the field
Nigeria: LAPO and the
Supporting Female
Entrepreneurs (SUFEN) loan

Figure 4: SME Financing: Key steps
SME Financing
Define
the SME
Segments

Develop
products and
services

Acquire
and screen
clients

Serve SME
clients

Manage
Information
and
Knowledge

a. Research
on SME
Preferences &
Needs
b. S egment the
market
c. Q
 uantify risk
d. Gather
information on
SME success
factors

a. Ensure the
profitability of
the product
offering
b. Develop loan
pricing models
c. Define
innovative
forms of
sollateral
d. Define
non-lending
products

a. Use rating
and scoring
methods
b. H
 ave access to
credit bureaus
c. S eparate sales
from credit
approval
d. L end to current
clients first
to learn from
portfolio
information

a. D
 evelop a
cross-selling
strategy
b. Dedicate
processes and
staff to SME
segment and
to streamline
operations
c. Provide
advisory
services to
assist SME’s
cash flow
management

a. Analyse and
adapt products
responding to
profitability
data
b. D
 efine models
and manage
risk using
portfolio data
c. E stablish a
centralised
team to
monitor

Two market research studies were
conducted: one with female LAPO
clients under the SBL scheme and
a second qualitative research study
appraising 150 women entrepreneurs.
The purpose of the second study was
to better understand the demographic
profile, financing needs and preferences
of female small business owners.

Godwin Ehigiamusoue, CEO of LAPO
Microfinance Bank Limited, Nigeria

Based on IFC (2010) SME Banking Knowledge Guide (page 28-29)

The shift towards SME lending requires
the strengthening of existing capacities
and the introduction of new skills
including the set-up of a specific SME
department with an experienced SME
department head and trained field
officers. Extensive training on cash flowbased lending and the development
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of a strong credit scoring scheme,
as well as procedures for problem
loan management, are required. The
reengineering of credit and operational
risk management systems is a key aspect
of limiting portfolio risk that can also
establish early warning systems.

of LAPO’s existing clients as well as
other entrepreneurs currently outside of
LAPOs market.

LAPO is the biggest MFI in Nigeria
serving 955,672 clients, with a network
of 318 branches (Oct. 2013). To date, the
“small business loans” (SBLs) – based
on individual lending methodologyaccount for 23% of the loan portfolio.
Under the EIB TA Facility, Frankfurt School
of Finance & Management was engaged
to design a new (M)SME product, the
“Supporting Female Entrepreneurs” loan
or SUFEN. SUFEN aims at enhancing
the business potential of female clients,
specifically targeting the upper segment

Before piloting the product, extensive
training on cash-flow based lending to
selected field staff and branch managers
was conducted. This training included
the loan assessment of non-standard
businesses, the use of specific indicators
and key questions to better assess
repayment capacities, as well as loan
processing and reporting.
LAPO foresees bundling the loan
with training modules on accounting,
financial
management,
business
planning, and marketing skills. The
training modules will be provided by
the LAPO Academy for Microfinance and
Enterprise Development (LAMED).
> To learn more about LAPO (M)SME
Strategy go to: www.incofin.com/en/
news/eib-rif-ii-symposium-report

EIB RIF II Symposium in Africa
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Strategic Marketing to
improve service offering for
clients
When an MFI develops a more clientresponsive approach, strategic marketing
can improve customer loyalty, reduce
drop-outs and thus increase profitability.
Strategic marketing entails three key
steps: client segmentation, market
targeting and product positioning
A thorough market research enables
an MFI to develop a “big picture” of the
overall market for financial services and
develop a profile of its customers in
terms of loan size and demographics,
geographic distribution and financial
service needs.
Market positioning can focus and
combine different strategies: promotion

of the corporate brand, enhancing
product positioning and enhancing
delivery & customer services. Brand
positioning should provide instant
recognition, credibility, differentiation
and a guarantee of quality and reliability
from the MFI. The product strategy
positioning will define the right
marketing mix- price, place, products
and services- designed to better respond
to clients’ needs.
In
an
increasingly
competitive
environment,
innovative
delivery
channels and the behaviour of frontline
staff can make the difference in the
perception and positioning of an MFI.
> To learn more about Strategic
Marketing: www.incofin.com/en/news/
eib-rif-ii-symposium-report

Figure 5: Marketing to improve service offering for clients
Positioning
Market Targeting
Segmentation
•D
 ivide the market into
homogenous customer
categories:
- Geographic (urban,
peri-urban rural)
- Demographic (age,
gender, income etc.)
- Psychographic
(socioeconomics class,
lifestyle).
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• Select a specific segment
and choose how to attract
it. Some criteria to attract
the market segments are:
- Mission and vision
- Core competencies
- Size and Growth
Potential
- Structural Attractiveness

• Decide how the MFI brand
needs to be perceived by
the chosen segments:
- Is the brand unique/
distinctive vs.
competitors?
- Is it appropriate to
all major geographic
markets and businesses?
- Is it sustainable-can it be
delivered constantly
- Does the branch recall
the Social goal of the MFI.

Lessons learned
There is no “one-size fits all” methodology
to effectively serve SMEs, but the
following valuable experiences and
ideas have been shared during the
Symposium:
Senior management and the Board
of Directors have to clearly agree on
the strategic importance of moving
towards serving the SME sector.
Communicating
the
strategic
importance of this goal across all
levels of the organization helps staff to
better understand its importance and
ensures a smoother implementation
process.
It is important to understand the
market and to be ready to redesign the
products as the market evolves. The
institution needs to regularly review
the features of the loan products and
any other financial services offered
to SMEs like saving accounts, mobile
banking, foreign exchange, check
clearing services, etc.
Institutions should value the
relationship with SME Clients, i.e.
do more than just provide loans.
Availability of personal contact for
relationship management and direct
access to customer care services is
recommended. Additionally, the
provision of a range of products
beyond credit – deposits, payment
and clearing services - is highly prized
by SME clients.
A good credit risk management
framework should be put in place

•

•

•

•

•

•

•

in order to: assure the segregation
of duties related to origination,
underwriting, and disbursement of
the loans; and set-up of effective
mechanisms
to
monitor
the
portfolio and to learn from negative
experiences.
Medium and small enterprises are
perceived as “hard-to-reach”, though
reaching them promises higher levels
of growth and greater developmental
impact. In order to realize this promise
and to better serve the SME segment
a well-tailored marketing mix is
necessary: consisting of the right
products, sold at a suitable price, in
the right place, and using the most
appropriate distribution channels is
considered to be key.
The success of marketing of financial
services is often dependent on the
skills of the front-line officers selling
the services. These individuals are the
“face” of the financial institution and
their interaction with the customer
is a critical moment in establishing
the relationship. As a result the
financial institution should provide
training to ensure that its front-line
staff develops appropriate product
knowledge, good interpersonal skills,
and can implement high quality sales
techniques.

> To learn more about SME Financing go
to: www.incofin.com/en/news/eib-rif-iisymposium-report
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The Concepts of Responsible Inclusive Finance and Social
Performance Management (SPM)
Every institution along the value chain of “responsible inclusive
finance” – whether socially or financially motivated – employs
responsible, client-centric practices at every level of its business
and demonstrates commitment to fulfilling its mission. Responsible
Inclusive Finance focuses on improving two broad areas:
• Client Protection which refers to the minimum “do no harm”
standards and wants to ensure that at a minimum clients are treated
responsibly; and
• Social Performance Management (SPM) which refers to ensuring
that the institution effectively pursues the execution of its social
mission in order to increase its clients’ wellbeing.

Focus Theme 4

SOCIAL
PERFORMANCE
MANAGEMENT
AND RESPONSIBLE
FINANCE
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Figure 6: Responsible Inclusive Finance: main pillars
Responsible Inclusive Finance
Every institution along the value chain of ‘responsible
inclusive finance’ - whether socially of financially
motivated - employs responsible, client-centric
practices at every level of its business and demonstrates
commitment to fulfilling its mission.

Client
protection

Social performance
management

Applicable to all financial
institutions

Applicable to institutions with a
double-bottom line

• Ensures no harm comes to
clients
• Assures transparent, respectful,
and prudent financial services
to all clients

• Ensures institutional focus on client
well-being
• Measures progress against social goals
• Balances financial and social objectives
• Includes client protection
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Insights from the field
There are many industry-wide initiatives
working together and complementing
each other in the field of responsible
inclusive finance. These initiatives are
accessible to MFIs and can benefit those
institutions that get involved.

Social Performance
Management

•

Client Protection Principles:

•

•
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The SMART Campaign is a global
initiative of microfinance practitioners
aimed at providing microfinance
institutions with the tools and
resources they need to deliver
transparent, respectful, and prudent
financial services to all clients. The
Smart Campaign promotes the
Client Protection Principles (CPPs),
which include principles such as the
prevention of over-indebtedness,
transparency,
ethical
treatment
of clients, and confidentiality of
data. Hundreds of MFIs, networks,
donors, investors and supporting
organizations have endorsed the
campaign to date. To find out more
on CPP guidelines and toolkits go
to: http://www.smartcampaign.org/
index.php
MFTransparency collects market
and pricing data from participating
microfinance institutions in various
countries in order to increase price
transparency. To access information on
interest rates in participating countries,
tools, and educational material go to:
http://www.mftransparency.org/

•

The
Social
Performance
Task
Force (SPTF) engages with various
stakeholders in microfinance such as
MFIs, investors, national associations,
and rating agencies, to develop and
disseminate best practices for social
performance management. To this
purpose, the SPTF has created a
comprehensive SPM framework called
the “Universal Standards for Social
Performance Management” (“the
Standards”), now being rolled out in
five languages. The Standards provide
guidance on essential management
practices in six categories: (i) defining
and monitoring social goals; (ii)
ensuring board, management and
employee commitment to social
goals; (iii) treating clients responsibly;
(iv)designing
products,
services,
delivery models and channels that
meet client needs and preferences;
(v) treating employees responsibly;
and (vi) balancing financial and social
performance. To learn more about
SPTF go to: http://www.sptf.info/
The “Seal of Excellence for poverty
outreach and transformation”, promoted by TrueLift, aims at illustrating the
pro-poor commitment of microfinance
institutions. TrueLift provides a set of
guidelines to implement the Universal Standards of Social Performance
Management. These guidelines can
be very useful for MFIs that wish to
challenge themselves and strengthen
their SPM framework. To learn more
about these guidelines go to : http://
sealofexcellence.wordpress.com/

How a double bottom line
investor assesses SPM
Investors and donors attach great
importance to the social performance
of an MFI. To measure the social
performance of its investments Incofin
Investment Management (Incofin IM)
developed ECHOS©; a tool which is in
line with the sector initiatives explained
above.
The tool looks at 43 indicators
grouped under five dimensions.
The different indicators each have a
particular weighting, resulting in a total
compounded score. The five dimensions
are:

•
•
•
•
•

The extent to which an MFI puts its
social objectives into practice
MFI outreach and access
Level and quality of the services
provided and respect for the Client
Protection Principles
Responsible treatment of human
resources
Respect for the environment and
implementation of the principles
concerning
Corporate
Social
Responsibility

Each dimension entails sub-dimensions
which are measured through qualitative
and quantitative indicators.

Figure 7: ECHOS© Result, the five SPM dimensions
Social mission
5
4
3
Environment
& Social
practices

2

Outreach
and access

1
0

Human
resources

Customer
services
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Echos© indicators. A practical example
The “MFI outreach and access” dimension of ECHOS© includes a specific
sub-dimension: “profiling outreach” aimed at measuring how well an MFI is
targeting its clients, specifically in rural areas. Specific indicators which are
measured include:
Is the target clientele in the MFI’s social mission?
What is the percentage of clients assessed as “multiple borrowers”?
What is the percentage of the MFI’s portfolio financing agricultural related
activities?
Is the minimum loan size < 10% of GNI per capita GNI per capita?
What is the average loan size of the MFI compared to the GNI?

•
•
•
•
•
•

The ECHOS
questionnaire is
first completed by the Incofin IM
Investment Managers during onsite due-diligences with prospective
partners. The ECHOS findings are then
shared with the MFI’s management
and board for an interactive discussion
on their level of implementation of
sound SPM practices.
©

•

•

> To learn more about SPM practices go
to: www.incofin.com/en/news/eib-rif-iisymposium-report

Lessons learned
Demand for a comprehensive Social
Performance Management package is
rising. As shown several stand-alone
initiatives to support implementation
do exist; however, a lot remains to
be done to create a single system for
implementation:
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•

Existing industry initiatives are not
always well known and understood by
MFIs. Investors and other stakeholders
should keep raising awareness of
existing SPM policies, tools and
guidelines designed for MFIs, while
MFIs can also be more proactive in
exploring the available resources.
Establishing
priorities
between
financial and social performance does
not imply discriminating against one
or the other. Implementing client
protection principles simply means
improving customer service, which
becomes an attractive differentiator
for MFIs in competitive markets and
can result in better financial and social
results.
Awareness raising initiatives should
be organised to include the Board of
Directors, executive and middle-level
management, and field staff.

Insights from the field
Uganda:
Finance Trust Bank & SPM
Dennis Kakeeto (right), Executive
Director of Finance Trust Bank (FTB),
previously Uganda Finance Trust (UFT),
presented the ways in which FTB ensures
the fulfilment of its social mission and
how its corporate culture is translated
into its daily operations and customer
relations.
FTB was a licensed Micro Deposit Taking
Institution (MDI) regulated by the Bank
of Uganda that recently transformed into
a Commercial Bank. FTB has defined the
following SPM goals to actively support
its social mission:
Targeting low and medium income
earners
Tracking poverty reduction among
clients
Deliberately focusing on women
Providing
customized
financial
services
Enhancing rural outreach
Actively promoting gender balance
amid staff

framework(s) to use and how they can
be efficiently integrated into the existing
management information systems.
In order to provide better and customised
financial services, the institution has
decided to conduct market and client
satisfaction surveys on a quarterly basis
and perform quarterly pricing reviews.
They also plan to introduce a call centre
by 2015. By 2016, the institution aims to
reach a portfolio wherein at least 60% of
its clients are female.
> To learn more about SPM practices at
FTB go to: www.incofin.com/en/news/
eib-rif-ii-symposium-report

•
•
•
•
•
•

In order to execute its SPM goals, FTB has
appointed a SPM champion and a SPM
committee to integrate the perspectives
of client and staff into business planning
and management. In terms of poverty
reduction / impact tracking system,
FTB is conducting an analysis on which

Dennis Kakeeto, Executive Director
Finance Trust Bank
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DETAILED AGENDA
AND LIST OF
PARTICIPANTS
Monday 28th October – Agri-lending and MSME Lending
Welcome and Introduction to the Symposium by European Investment Bank (EIB) / Mr
Nikolaos Milianitis, Deputy Head of Representation of Central & East Africa at European
Investment Bank
Agri-Lending: Processes & Toolkits / Ms Katja Goertz, Project Manager of Frankfurt
School
Agri-Lending: Two Approaches from Kenya and Uganda / Mr George Kinyanjui,
Agribusiness Manager of the Kenyan Woman Fund Trust (KWFT) and Mr Rainer Fitz,
Team Leader of the Uganda Rural Challenge Fund (Frankfurt School)
MSME/SME Lending: Market Analysis, Product Design and Development and LAPO
Experience on Individual Lending / Ms Willemien Libois, Team Leader EIB – RIF II TA,
Programme and Regional Director Africa (Nairobi) of Frankfurt School and Mr Goodwin
Ehigiamusou, Managing Director of LAPO Microfinance Bank (Nigeria)

Tuesday 29 October – Transformation of MFIs
th

Transformation of MFIs: Feasibility Study and Business Plan Relationship
Management, Ownership and Governance / Ms Silke Mueffelmann, Senior Project
Manager of Frankfurt School and Mr Stephane Sapor, Director of the Regional Africa
office of Incofin

Wednesday 30th October – KWFT visit, Technical Assistance
within RIF II and Panel Discussion
Field visit of KWFT branches in Mombasa
Presentation of RIF II Investment and Technical Assistance / Ms Milena Leoni,
Technical Assistance Coordinator of Incofin
Panel discussion on Rural Finance / moderated by Ms Rita Van den Abbeel, Director
Internal Control and Compliance of Incofin

Thursday 31st October – Transformation of MFIs
Transformation of MFIs: Human Resources and Saving Strategy, Risk Management
and Transformation Plan / Ms Silke Mueffelmann, Senior Project Manager of Frankfurt
School
Transformation of MFIs: Case Study – Sinapi Aba Savings and Loans (SASL),
Ghana / Mr Aaron Opoku-Ahene, Chief Operation Officer of SASL

Friday 1st of November – Social Performance Management and
Marketing of Product Mix
Social Performance Management of an MFI from an investor perspective / Mr
Stephane Sapor, Director of the Regional Africa office of Incofin
Social Performance Management of MFIs / Mr Dennis Kakeeto, Executive Director of
Finance Trust Bank
Marketing / Mr Jonathan Nkoola, Senior Microfinance Expert of Frankfurt School and
Ms Irene Loder, Project Manager of Frankfurt School

Transformation of MFIs: Case Study – Tuba Rai Metin (TRM), Timor Leste / Mr Jindal
Subhash, Transformation Advisor of TRM
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Name

Institution

Country

Name

Institution

Country

Byamba-Ochir Nyamsuren

AB Bank

Zambia

Justin Kagishiro

Unguka Bank Ltd.

Rwanda

Chilufya Mwamba

AB Bank

Zambia

Yilma Tarekegne Gebru

Wasasa MFI

Ethiopia

Davy Serge Azakpame

Africa Microfinance Network

Benin

Amsalu Alemayemu Gutema

Wasasa MFI

Ethiopia

Projest Massawe

Akiba Commercial Bank PLC

Tanzania

Altemius Millinga

Yosefo

Tanzania

Fatuma Kigembe

Akiba Commercial Bank PLC

Tanzania

Diane Jegam

AFD

Kenya

Gershom Mpangalah

Finca Tanzania MFC Ltd.

Tanzania

Nikolaos Milianitis

European Investment Bank

Kenya

Paskazia Tizibazomo

Finca Tanzania MFC Ltd.

Tanzania

Klaudia Berger

European Investment Bank

Luxembourg

Alexander Enyinnah

Grooming People for Better Livelihood
Centre

Nigeria

Karel Jansen

FMO

The Netherlands

Godwin Nwabunka

Grooming People for Better Livelihood
Centre

Nigeria

Lilian Saade Hazin

FMO

The Netherlands

Catherine Streeval

Norwegian Microfinance Initiative

Norway

Rodney Schuster

I-Finance DR Congo

Uganda

Ole Sandsbraaten

Norwegian Microfinance Initiative

Norway

George Kinyanjui

Kenya Women Finance Trust

Kenya

Michiel Sallaets

Incofin Investment Management

Belgium

Susan Nkirote

Kenya Women Finance Trust

Kenya

Milena Leoni

Incofin Investment Management

Belgium

Harold Dumont de Chassart

Kixicredito

Angola

Rita Van den Abbeel

Incofin Investment Management

Belgium

Godwin Ehigiamusoe

Lift Above Poverty Nigeria

Nigeria

Stephane Sapor

Incofin Investment Management

Belgium

Franck Adjivon

Mecreco

DRC

Willemien Libois

Kenya

Deo Katulanya

Mecreco

DRC

Frankfurt School of Finance &
Management

Benjamin Kerema

Opportunity Kenya Ltd

Kenya

Silke Mueffelmann

Frankfurt School of Finance &
Management

Germany

Frederick Oucho

Opportunity Kenya Ltd

Kenya

Rainer Fitz

Uganda

Rashid Malima

Pride Tanzania

Tanzania

Frankfurt School of Finance &
Management

Shimimana Ntuyabaliwe

Pride Tanzania

Tanzania

Katia Goertz

Germany

Joseph Omoding

Pride Uganda

Uganda

Frankfurt School of Finance &
Management

Deo Kateizi

Pride Uganda

Uganda

Jonathan Nkoola

Frankfurt School of Finance &
Management

Uganda

Aaron Opoku-Ahene

Sinapi Aba Trust Savings & Loans

Ghana

Irene Loder

Socremo

Mozambique

Frankfurt School of Finance &
Management

Germany

Evangelina de Jesus Menete
Libombo

Diana Kollanyi
Tuba Rai Metin

Timor Leste

Frankfurt School of Finance &
Management

Kenya

Angelo Soares
Subhash Jindal

Tuba Rai Metin

Timor Leste

Dennis Kakeeto

Finance Trust Bank

Uganda

Mark Mwanje

Finance Trust Bank

Uganda

Faustin Byakunda

Unguka Bank Ltd.

Rwanda
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