
African
Microfinance
Transparency

Transversal Analysis
of mfi performance

in africa | Third Edition | November 10 

african microfinance transparency





publisher: AdA / AMT

ThiS pUBLiCATion iS proTECTEd By ThE LAW FroM ThE 18Th oF ApriL 2001 oF ThE 
grAnd-dUChy oF LUxEMBoUrg ConCErning CopyrighT, dATABASES And rELATEd 

LAWS.

iT iS STriCTLy prohiBiTEd To rEprodUCE An ArTiCLE FroM ThiS pUBLiCATion, in 
WhoLE or in pArT, WiThoUT ThE WriTTEn ConSEnT oF AMT.

 
ThE ArTiCLES rEprESEnT ThE AUThorS’ opinionS; ThE LATTEr iS ThErEForE SoLELy 

rESponSiBLE And LiABLE For hiS/hEr WorKS.

ThiS pUBLiCATion hAS BEEn prodUCEd WiTh ThE SUpporT oF ThE dEVELopMEnT 
CoopErATion, LUxEMBoUrg.

 feedback and commenTs can be senT To info@amT-forum.org or To:

emma-Jayne paul
AMT CoordinATor
2, rUE SAinTE ZiThE

L-2763, LUxEMBoUrg

noVEMBEr 2010

WiTh ThE SUpporT oF

Transversal analysis
of mfi performance

in africa | Third EdiTion | noV10



Transversal Analysis
of mfi performance
in africa | Third Edition | NOV10

table of Figures

p.05	 ForEwOrd

p.06	 Introduction
p.06	 Breakdown of MFI legal form
p.07	 MFI’s Outstanding Portfolio

p.08	 1.Portfolio Quality
p.08	 Par 30 + write-offs according to the methodology
p.09	 Par 30 + write-off ratio mfi > $250
p.09	 Par 30 + write-off ratio MFI < $250
p.09	 Risk coverage ratio, PAR (30 days) + Write offs MFIs > $250
p.10	R isk coverage ratio, PAR (30 days) + Write offs MFIs < $250  

p.11	 2.Profitability
p.11	N et margin analysis according to Instit. type (2008)
p.11	N et margin analysis MFIs > $250
p.12	N et margin analysis MFIs < $250
p.12	D ebt: Equity and roe MFIs < $250
p.13	D ebt: Equity and roe MFIs > $250
 
p.14	 3.The MFIs’ Funding Structure
p.14	 Leverage ratio per legal status
p.15	 Funding structure per legal status
p.16	 Average funding structure per region
p.17	 Funding structure per region and country (2008 data)
p.18	 Funding expense ratio per legal status
p.18	 Funding cost per legal status
p.18	 Funding expense ratio and total assets
p.19	D ebt maturity per legal status and region
P.20	 % voluntary savings 

p.22	 4.Efficiency and productivity
p.22	O perating expense ratio, trend 2005-08
P.23	O perating expense ratio
p.23	 Correlation between Operating expense ratio and portfolio size (sample of 47 MFIs)
p.24	O perating expense ratio, by average loan size
p.24	 Cost per borrower and average loan size
p.25	 Cost per borrower and Operating expense ratio, 2008 (sample of 44 MFIs)
p.26	 Cost per borrower and average loan size
P.26	O perating expense ratio (sample size=28 MFIs)
P.26	 Cost per borrower (sample size=28 MFIs)
P.27	 Staff Productivity (sample size=32 MFIs)
P.27	 Loan Officer Productivity (sample size=32 MFIs)
p.27	P roductivity, 2008 (sample of 44 MFIs)
p.28	P roductivity, per credit methodology, 2008 (sample of 44 MFIs)
p.29	P roductivity, per Institutional type, 2008  (sample of 44 MFIs)
P.29	 Loan Officer Productivity (sample size=32 MFIs)
P.29	 Staff Productivity (sample size=32 MFIs)



pAgE 3

Transversal analysis
of mfi performance

in africa | Third EdiTion | noV10

Table of conTenTs

ForEword p.05

IntroductIon p.06

1.PortFolIo QualIty p.08

2.ProFItabIlIty p.11
Conclusion p.13

3.thE MFIs’ FundIng StructurE p.14
influence of the legal status p.14

influence of the regulatory environment p.15
Cost of Funds p.17

debt p.18
Savings p.20

Conclusions p.21

4.EFFIcIEncy and ProductIvIty p.22
Efficiency p.22

productivity p.27
Conclusions p.29

5.concluSIon p.30

6.annEX p.31
Sample of MFis p.31

AMT MFi Members p.33
rating Agency Members p.35

Founding Members / Associate Members p.35



©
20

10
 L

M
D

F 
/ 

A
da

m
a 

B
am

ba
 (k

ap
in

fr@
ya

ho
o.

fr)



pAgE 5

Transversal analysis
of mfi performance

in africa | Third EdiTion | noV10

foreword

Created in 2003, AMT became a legally constituted association registered in South Africa in 2008. 
The association aims to promote transparency and strengthen performance of Africa MFis in order to 
improve the efficiency of their actions and activities in terms of poverty alleviation. it seeks to do this by 
developing the use of external microfinance ratings and evaluations of African MFis so as to promote 
their growth, development and professionalisation. 

The purpose of AMT is to reinforce the credibility of the microfinance sector by encouraging a larger 
number of MFis to provide transparent and standardised financial information and to engage in regular 
updates of their ratings. 

AMT membership constitutes rated African MFis, some of which were the first to undergo a microfi-
nance rating in Africa, and the four main specialised rating agencies active on the continent. it further 
incorporates associate members that are also involved in the promotion of transparency or ratings within 
the microfinance sector.

When the forum was first established, it was clear that the future of performance evaluations for MFis 
and the creation of an open, competitive and professional rating market was dependent on the key 
players, MFis and ratings agencies, being not only implicated in the process but also having a better 
understanding of the process itself. AMT provides a discussion platform which enables members to 
better understand the use of performance evaluations as a management tool whilst providing a peer to 
peer learning environment based on exchange of experience. 

in addition to its role as a discussion platform, AMT has further established a rating agency code of 
conduct that all signatories must abide by as well a grievance panel to help solve any conflict that should 
arise between agencies and MFis. Additionally, AMT seeks to reinforce information services for both 
its members and the microfinance industry in general by regularly publishing newsletters, publications 
and studies. 

This is the third edition of the transversal analysis of AMT MFi member’s recent rating results. The study 
further includes data from several non-member MFis to source a larger pool of data in order to help draw 
fundamental conclusions on the African microfinance sector and the characteristics of rated MFis. The 
analysis was conducted by the rating agencies Microrate, Microfinanza rating and planet rating and 
identifies both the developments and challenges that the African microfinance sector is facing. 

This study is updated once every two years and is presented at each subsequent AMT general Assem-
bly. AMT’s next meeting is due to be held in november 2010 in douala, Cameroon.  A full list of AMT’s 
activities, publications and members can be consulted on our website www.amt-forum.org. 

KiMAnThi MUTUA  EMMA-JAynE pAUL
president  AMT Coordinator   

in africa

Created in 2003, AMT became a legally constituted association registered in South Africa in 2008. 
The association aims to promote transparency and strengthen performance of Africa MFis in order to 
improve the efficiency of their actions and activities in terms of poverty alleviation. it seeks to do this by 
developing the use of external microfinance ratings and evaluations of African MFis so as to promote 
their growth, development and professionalisation. 

The purpose of AMT is to reinforce the credibility of the microfinance sector by encouraging a larger 
number of MFis to provide transparent and standardised financial information and to engage in regular 

AMT membership constitutes rated African MFis, some of which were the first to undergo a microfi-
nance rating in Africa, and the four main specialised rating agencies active on the continent. it further 
incorporates associate members that are also involved in the promotion of transparency or ratings within 

When the forum was first established, it was clear that the future of performance evaluations for MFis 
and the creation of an open, competitive and professional rating market was dependent on the key 
players, MFis and ratings agencies, being not only implicated in the process but also having a better 
understanding of the process itself. AMT provides a discussion platform which enables members to 
better understand the use of performance evaluations as a management tool whilst providing a peer to 

in addition to its role as a discussion platform, AMT has further established a rating agency code of 
conduct that all signatories must abide by as well a grievance panel to help solve any conflict that should 
arise between agencies and MFis. Additionally, AMT seeks to reinforce information services for both 
its members and the microfinance industry in general by regularly publishing newsletters, publications 

This is the third edition of the transversal analysis of AMT MFi member’s recent rating results. The study 
further includes data from several non-member MFis to source a larger pool of data in order to help draw 
fundamental conclusions on the African microfinance sector and the characteristics of rated MFis. The 
analysis was conducted by the rating agencies Microrate, Microfinanza rating and planet rating and 
identifies both the developments and challenges that the African microfinance sector is facing. 
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inTroducTion

The African Microfinance Transparency Forum 
(AMT) commissioned this study as an update 
to the 2008 transversal analysis of AMT MFi 
member’s rating results. AMT provides a platform 
for discussion, analysis, feedback and information 
in the field of African microfinance performance 
evaluation in a bid to promote transparency 
within the sector. The current membership of 
AMT includes 44 MFis, the 4 specialised rating 
agencies and 3 associate members.

This study is based on an analysis of data taken 
from the most recent rating reports of both AMT 
members and non-members in order to broaden the 
sample. The objective is to track the development 
and progress of rated African MFis in order to 
identify trends in terms of their performance as well 
as possible challenges and ongoing weaknesses 
that they may have. The ratings were conducted 
by three rating agencies: Microrate, MicroFinanza 
rating and planet rating. data from other reliable 
sources has been integrated to create a 4-year 
database of MFis from 2005 to 2008 and annex 1 
contains an overview of the entire sample and their 
classification.

As shown in the table below, the database is 
composed of a range of very diverse institutions. 
The sample consists of 47 MFis which operate in 
21 different African countries. Most of the MFis 
sampled are from West Africa (44.7%), followed 
by East Africa (36.2%), whilst the remaining 20% 
of MFis come from Southern Africa, Central Africa 
and the MEnA region. The MFis sampled from the 
different regions vary in terms of legal form, size of 
operations and products offered.

in terms of legal form1, non governmental 
organizations (ngos) constitute the largest 
sample size (42.6%) with the majority located 
in West Africa (60%). This shows a slight 
shift compared to the 2008 results where the 
cooperative legal form dominated in West Africa. 
34% of the sample is represented by non Bank 
Financial institutions (nBFi), which are mostly 
concentrated in East Africa (62.5%), whilst the 
majority of cooperatives are still concentrated  in 
West Africa despite a slight reduction compared 
to the 2008 study (passing from 36% to 21%). The 

only bank sampled is from West Africa, while all 
MFis in the MEnA region are ngos.

With regard to products offered, most of the 
MFis (70.2%) offer credit services using both 
group and individual lending. Among these MFis, 
4% also use village banking methodologies. The 
institutions that exclusively offer individual and 
group methodologies respectively represent 
12.8% and 17% of the sample. Most of the MFis 
(76.6%) also offer savings services to their clients 
either as voluntary, mandatory or both.

it is important to point out that some of the MFi s
sampled in this study had private ratings for their 
own use and are therefore denominated as MFi A, 
MFi B, MFi C etc.

The 2008 sample of MFis for the 2010 version of 
the transversal analysis is different from previous 
samples in terms of portfolio size. The majority 
(+60%) of the MFis have a portfolio of less than 
US$ 3 million. Compared to previous years, this 
sample includes a larger group of younger and 
immature MFis. however, on the other hand, a few 
mature and larger MFis exert a disproportionate 
influence on weighted averages. 

To illustrate this, the total outstanding portfolios 
of Al Amana, rCpB and KWFT represent two 
thirds of the total outstanding portfolio of the entire 
sample. The following graph shows the weight of 
each MFi according to their outstanding portfolio 
as at december 2008. 44.7% of the sampled MFis 
had a total outstanding portfolio of less than US$ 
2 million, whilst only 19.1 % register a portfolio 
higher than US$ 8 million. Al Amana in Morocco 

1 It must be noted that in order to have standard analysis categories, only four 
legal forms have been considered. The MFIs which were labelled as “Private” 
(2 MFIs) and “Commercial” (1 MFI) have been included in the NBFI category, 
following the MiX Market categorization (www.themix.org).

region coope-
raTive

ngo lTd by 
shares

bank ToTal

EAST AFriCA 3 10 4 17

MEnA 2 2

WEST AFriCA 1 7 1 12 21

CEnTrAL AFriCA 3 3

SoUThErn AFriCA 2 2 4

total 1 10 16 20 47
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has the largest portfolio worth slightly over US$ 
335 million and serves 483,416 active borrowers, 
which once again makes it the largest MFi in 
the sample in terms of portfolio and client size. 
At the other end of the scale, MCdT in Uganda 
has the smallest portfolio, worth US$ 337,759, 
and Mbinga Community Bank in Tanzania has the 
smallest number of active borrowers at 864. 

To facilitate comparisons within the sample, it 
was decided in some instances to analyse MFis 
according to two separate peer groups. one 
group contained MFis with an average outstanding 
loan size of less than US$ 250 and the other group 
had an average outstanding loan size of more than 
US$ 250. The amount of US$ 250 is a good proxy 
as the sample  comprised 25 MFis >250 and 22 
MFis < 250.

it is important to note that some data and indicators 
were not available. in such instances, the MFis 
were excluded from the analysis and therefore 
subsequent graphs and analysis will not refer to all 
47 MFis. Moreover, in some cases, some figures 
and/or indicators showed a huge variance with 
respect to the total average. in such cases, all 
extreme values were not taken into consideration 
in order to lower any bias on the total average. 

due to the small number of MFis included in the 
study, as well as the different characteristics 
and variety of contexts, the sample cannot be 
considered fully statistically relevant and an in 
depth statistical investigation was not performed. 
nevertheless, a qualitative descriptive analysis 
was undertaken and subsequent trends were 
identified. 

The study is divided into 3 separate chapters. The 
first reviews the general portfolio quality of the 
MFis and moves on to investigate how they are 
fairing in terms of profitability. Chapter 2 analyses 
their funding structure in relation to their legal 
status and further examines the cost of funds as 
well as the types of funding they have been able 
to attract. The final chapter then moves on to look 
at the MFi’s efficiency and productivity levels in 
order to ascertain just how effectively they are 
using their resources to deliver their services. 

mfi’s ouTsTanding porTfolio

SDSA 

Mbinga Community Bank 

Hokofam 

RCPB

MFI A

Wasasa

Yetemali

RMCR

Yarda Tarka Maggia

COOPEDU

Indlu

MFI C

CETZAM

UCEC MC

KWFT

Kafo Jiginew 

Taanadi 

Kadet 

CBDIBA/RENACA

ACEP Cameroun

MFI B

CRAN

SMEP

Kokari 

Yehu 

BRAC Uganda  

Prodia

SOFINA

DBACD

URB Ghana

CUMO

Al Amana

LAPO

ARD

Finadev Tchad

MFI D

DEC 

MUL

MKL

Yarda Zinder

Duterimbere

Salone Microfinance Trust

MCDT

MFI E

SEAP

Grooming

RML

RCPB

MFI B

KWFT

Al Amana
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1.porTfolio QualiTy

graph 1
pAr 30 + WriTE-oFFS ACCording
To ThE METhodoLogy*

 MAinLy groUp (8 MFis)   
 MAinLy indiVidUAL (6 MFis)
 groUp+indiVidUAL (27 MFis)

*ExCLUdES ExTrEME VALUES. MFiS WiTh 
MiSSing inForMATion WErE ExCLUdEd 
FroM ThE SAMpLE.

Although individual loans have become more 
common and are offered by almost all MFis in the 
sample, group lending2 remains the most common 
methodology among rated African MFis. in 
contrast, individual lending tends to predominate 
in the more mature microfinance markets such as 
Latin America. With group lending, the guarantee 
relies on the solidarity of group members and 
ultimately on peer pressure. This tends to work 
well and therefore portfolio at risk (pAr) over 30 
days is generally lower3. nevertheless, there is a 
clear trend towards individual loans, especially in 
Eastern Africa and in the MEnA region4. This is 
reflected in the higher proportion of MFis delivering 
both group and individual loans compared to the 
2008 study. 

individual loans are a more recent development 
and have generally been introduced to allow the 
MFi to grow with its client base and to respond to 
its client’s needs. group lenders who diversify into 
individual loans are a case in point and in some 
instances they have not been able to adapt to the 
“new”, more analytical, methodology. however, 
the calculated average for pAr30 and write-offs 
for the 2008 sample of MFis shows that MFis 
reporting an average loan size lower than US$ 
250 have generally learned from the past and have 
managed to improve the quality of their portfolios 
(see graph 3.2). 

For individual loans, the risk profile is naturally 
higher. Although many loans are backed by 
physical collateral, this is not always easy to 
realise. Accordingly, pAr30 is significantly higher. 

The following graphs give a picture of the MFis 
from the sample as at december 2008. Write-
offs remained generally stable5 for MFis reporting 
an average loan size lower than US$ 250 but 
increased for other MFis. 
 
Whilst risk Coverage ratios, the proportion of 
portfolio at risk that is covered by loss reserves, 
have historically been quite low6, we now note 
a more prudent tendency, notably for MFis 
reporting an average loan size of less than US$ 
250. As portfolio quality improved, the risk 
coverage ratio increased over the last 3 years 
under review and amounted to 83% in december 
2008. MFis reporting an average loan size greater 
than US$ 250 have also increased coverage (to 
a comparatively low 59%) but their par30 has 
increased in recent years.

overall, the average risk coverage remains slightly 
under what would be considered as best practice 
for microfinance. This being said, it must be noted 
that almost half of the sample comprises Western 
and Central African MFis7, whose loan loss reserve 
levels are limited by law (See page 10). 

For microfinance institutions, loan loss reserves 
usually range between 80% - 120% of the 
portfolio at risk. These are much higher levels 
than maintained by most commercial banks. To 
some extent, these high reserves reflect an attitude 
of ‘when in doubt, be conservative’. Microfinance 
remains a relatively new phenomenon and the risk 
profile of microfinance portfolios is still not well 
understood. But high loan loss reserves also take 

14,0

8,0

10,0

12,0

4,0

6,0

0,0

2,0

2005 2006 20082007

2 Includes Village Banking loans
3 However, one should keep in mind that PaR at the group level underestimates 
actual arrears to the extent that the group covers for members who fall into arrears

4 Source for MENA Region: MicroRate Database
5 However, in 2008 there was a lower tendency to write-off loans
6 See “AMT Transversal Analysis, 2008”
 http://www.amt-forum.org/en/publications/publicationsamt.html
7 Those that are members of the Economic Community of West African States 
(ECOWAS) and the The Economic and Monetary Community of Central Africa 
(ECCAS)



pAgE 9

Transversal analysis
of mfi performance

in africa | Third EdiTion | noV10

.1porTfolio QualiTy

0%
5%

10%
15%
20%
25%
30%
35%

U
R

B
 G

ha
na

**

M
U

L

K
af

o 
Jig

in
ew

**
* 

K
ok

ar
i

R
C

P
B

Ye
te

m
al

i**

C
O

O
P

E
D

U
**

U
C

E
C

 M
C

**

M
bi

ng
a 

C
om

m
un

ity
 B

an
k 

K
ad

et

A
C

E
P

 C
am

er
ou

n

S
O

FI
N

A
**

In
dl

u*
**

Fi
na

de
v 

Tc
ha

d

M
FI

 A
**

C
E

TZ
A

M

S
D

S
A

 

C
B

D
IB

A
/R

E
N

A
C

A
*,*

**

P
ro

di
a*

*

A
l A

m
an

a

K
W

FT
**

M
K

L*
**

R
M

L*
**

0%

5%

10%

15%

20%

Ta
an

ad
i**

,**
*

Ya
rd

a 
Z

in
de

r

Ya
rd

a 
Ta

rk
a 

M
ag

gi
a

M
C

D
T*

*

Ye
hu

H
ok

of
am

**

M
FI

 C
**

,**
*

W
as

as
a

D
ut

er
im

be
re

**

B
R

A
C

 U
ga

nd
a 

**

M
FI

 B

D
B

A
C

D

C
R

A
N

**

S
M

E
P

C
U

M
O

**

R
M

C
R

LA
P

O

A
R

D

S
al

on
e 

M
ic

ro
fin

an
ce

 T
ru

st

M
FI

 D

M
FI

 E

D
E

C
**

S
E

A
P

**

G
ro

om
in

g
graph 2.2
pAr30 + WriTE-oFF rATio
MFi < $250

 WriTE-oFF rATio
 pAr 30
 AVErAgE

* Write off ratio not available
** no write-offs
*** par30 not available

graph 2.1
pAr30 + WriTE-oFF rATio
MFi > $250

 WriTE-oFF rATio
 pAr 30
 AVErAgE

* Write off ratio not available
** no write-offs
*** par30 not available
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1.porTfolio QualiTy

8 Those that are members of the Economic Community of West African States 
(ECOWAS) and the The Economic and Monetary Community of Central Africa 
(ECCAS)

9 RCPB was excluded from the sample and no data was available for the following 
MFIs: CBDIBA/RENACA, MFI B, DBACD, MKL, DEC, SEAP

.

into account that micro-loan portfolios are often not 
backed by collateral, or if they are, that collateral is 
usually difficult to realise. 
 
provision policies tend to differ according to the 
legal framework. West African pArMEC law 
and Central African CoBAC law, for example, 
stipulate a very clear, if inadequate provisioning 
policy whilst other countries do not. As a result, 
MFis in those regions feel unable to increase their 
loan loss reserve to more adequate levels. it is 

interesting to note that some West African MFis 
are aware that legally mandated loan loss reserves 
are inadequate and have found ways to circumvent 
the legal limits. Most commonly, this takes the form 
of so-called “loan insurance funds”, which are loan 
loss reserves in all but name. According to the 
sample, the West and Central African8 average 
(adjusted for extreme values9) for the risk coverage 
ratio is 51% in dec 2008, whereas it is at 92.4% 
for the rest of Africa.
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.2profiTabiliTy

A significant number of microfinance institutions 
in the sample still receive grants and subsidised 
loans. This distorts results and makes analysis 
more difficult. The difficulty is increased further 
because funding structures and associated costs 
vary greatly from one type of MFi to another. 
Cooperatives for example, rely much more on 
savings than other types of MFis, which lowers 
their cost of funding. “Comparing apples with 
apples” is therefore not easy in microfinance but 
nevertheless, there are some interesting trends 
that can be identified and which are discussed 
below.

profitability varies according to the institutional 
type of the sample MFis. As expected, ngos and 
cooperatives report higher margins than nBFis, 
generally because their cost of funding is lower. 
This is because they tend to have a stronger 
reliance on grants and subsidies and use savings 
as a cheap source of funding thus leaving more 
room for margins, as shown in graph 4. ngos in 
the sample reported higher efficiency levels than 
other types of MFis. This trend however, only 
applies to MFis reporting an average loan size 

greater than US$ 250 which are generally more 
mature institutions.

in order to refine the analysis, it is helpful to start 
by looking at the cost structure of the MFis, as 
it largely defines the net margin. As illustrated 
in graph 4.1, larger MFis disbursing an average 
loan size greater than US$ 250 tend to report 
surprisingly stable operating expenses (around 
27% of gross portfolio), which reflects their higher 
level of maturity. MFis disbursing an average loan 
size below US$ 250 seem to be on the right track 
as their cost structure, lead by operating expenses, 

has steadily improved. indeed, operating expenses 
decreased rapidly from an average of 42.8% in 
2005 to 29.6% 3 years later. gains in efficiency 
generally allow MFis to leave room for increased 
interest and fee expenses, which are likely to grow 
as MFis borrow a greater proportion of their funds 
from commercial sources of funding. 

As profitability is often a function of how much 
MFis charge their clients, the portfolio yield has 
been included in the graph. in both graphs, yields 

Bank NGO Cooperative NBFI
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tend to stabilise; a sign that markets have matured 
and competition is on the increase. As a result, 
MFis remain under pressure to reduce interest 
rates that they charge their clients. 

To protect their margins, MFis will have to increase 
productivity levels to become more efficient. 
operating expenses need to be reduced so that 
MFis can absorb both provision expenses and 
funding costs. 

Another interesting trend, as illustrated in graph 
5.1, is that returns on equity for MFis disbursing 
an average loan size below US$ 250 have been 

increasing along with indebtedness since 2006 
(graph 5.1). Again, greater reliance on loan funding 
is typical for maturing MFis, as graph 5.2 clearly 
shows. The sample in this graph typically consists 
of more mature MFis. But the graph also points to 
the risks associated with higher leverage: larger, 
more mature and more heavily indebted MFis saw 
their profitability drop steeply in 2006 and 2007. 
They recovered some of the lost ground in 2008, 
when roE rose to a still modest 8%.
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concluSIon on PortFolIo QualIty 
and ProFItabIlIty

 in general, portfolio quality has improved slightly, 
especially for MFis with an average loan size 
below US$ 250.  

 in a context of growth and increasing competition, 
the trend is towards individual lending. however, 
the methodology has not been fully mastered by 
a number of MFis and for them, individual loans 
remain more risky than group loans. 

 Loan loss reserves have generally improved but 
they are still significantly below “best-practice” 
levels for MFis disbursing an average loan 
greater than US$ 250. 

 As MFis have acquired experience and improved 
efficiencies, operating expense ratios have 
improved. however, future developments such 
as MiS updates or new product development are 
likely to negatively impact on this ratio which will 
put pressure on margins. 

 Furthermore, as MFis move more towards 
commercial sources of funding, their funding cost 
increases. While this trend is likely to continue, it 
puts further pressure on their cost structure and 
leaves little room for an increase in provisioning 
expense. 

 As competition is likely to rise, pressure on 
interest rates charged by MFis increases as well. 
Unless MFis can offset falling lending rates by 
lower operating expenses, profitability will suffer. 
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3.The mfis’ funding sTrucTure

This chapter analyses the funding structure of 
the rated MFis in relation to their legal status and 
regulatory environment. The chapter will then 
continue with a more in-depth analysis of the cost 
of funds and the structure of both debt and savings 
that the MFis are able to attract. 

InFluEncE oF thE lEgal StatuS

The choice of the legal status continues to have 
a significant influence on the MFis’ funding 
structure. The sample contains four legal forms: 
banks, savings and credit cooperatives, non-bank 
financial institutions (nBFi) and non-governmental 
organizations (ngo). in the context of this report 
an nBFi is defined as a company limited by shares 
which may or may not be regulated by its central 
bank. 

The sample does not contain a fully regulated bank 
and only contains one rural bank from ghana: 
Union rural Bank Ltd. As this bank by itself cannot 
be considered representative of (rural-) banks in 
Africa in general, it has been omitted from the 
analysis reducing the number of legal forms in the 
analysis to three. interested readers are referred 
to the specific rating report of Union rural Bank.10 

Before going into more detail on the funding 
structure, it is first important to examine the 
leverage ratio per legal status as shown in graph 
6.11  The main trend that can be distinguished for 
the overall peer groups is that cooperatives show a 
declining trend in leverage whereas the nBFis and 
ngos show an increasing trend in their leverage. 
The declining trend in the leverage is mostly 
due to the decline in leverage by the two largest 
cooperatives in the sample: Kafo Jiginew, Mali and 

rCpB, Burkina Faso.12  if these two cooperatives 
are excluded from the sample, a stable to slightly 
decreasing trend for the cooperatives becomes 
apparent. however, it should be noted that on an 
individual basis the cooperatives show the most 
diverse range of leverage ratios from as low as 
1.3x to as high as 20x.

Also for the sample of ngos, the inclusion of 
two large ngos (Al Amana, Morocco and KWFT, 
Kenya) creates a bias in the results. The peer 
group without including these two ngos shows 
a significantly lower and slightly increasing trend 
from 0.9x to 1.7x. For the four years under review, 
Al Amana increased its leverage from 2.3x to 4.2x 
in 2008 and KWFT from 2.2x to 4.0x. As could 
be expected, the nBFis show a higher leverage 
overall. however, the increase as compared to 
ngos has also been faster increasing from 1.2x in 
2005 to 2.6x in 2008.

By examining the funding structures of the 
(different) legal types in more detail, graph 7, it is 
noticeable that the legal structure highly influences 
the funding structure. When analysed together, 
the cooperatives paint a typical picture where 
the majority of funding comes from deposits with 
only a small part originating from debt. however, 
by excluding rCpB and Kafo Jiginew and only 
looking at the smaller cooperatives in the sample, 
the picture changes radically. it shows that smaller 
cooperatives obtain a significantly smaller share 
of their funding from savings (36%) as compared 
to the total peer group (60%). Analysing these 
cooperatives in detail, it can be noted that all 
cooperatives in niger as well as the one in 
Uganda depend more on borrowings for their 
funding as compared to savings. however, the two 
cooperatives in rwanda and guinea do not rely 

10 Planet Rating (2009-11) GIRAFE Rating Union Rural Bank Ltd. Ghana; http://
www.planetrating.com/EN/rapport.php

11 For the sake of comparative analysis graph 6 shows the weighted average of the 
leverage ratio which is equal to the leverage of the average funding structure, as 
shown in graph 7 for each institutional type. It should be noted that this results in 
slightly different average leverage ratios than if the individual institution’s average 
leverage ratio was calculated

12 RCPB showed the main reduction in leverage from 6.4x in 2005 to 4.7x in 2008, 
the main reason for which was that equity increased faster through retained ear-
nings as compared to its total assets
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on debt at all. The debt funding for cooperatives 
in niger is provided almost entirely from the 
‘European development Fund’ which is offered to 
the cooperatives at 0% interest.

For nBFis the detailed look at the funding structure 
reveals that their increase in leverage is mostly 
funded by debt – increasing from 22% to 37% 
between 2005 and 2008 – with the proportion 
of savings and other assets remaining relatively 
stable.

For ngos, the weighted average of the funding 
structure shows that the majority of funding is 
coming from debt and only a small portion from 
savings. however, looking in more detail at only 
the smaller MFis, again removing Al Amana and 
KWFT from the analysis, the funding structure 

is more balanced with more equal percentages 
between equity, debt and savings. Although on 
average the percentage of debt is slightly higher 
than that of savings in the funding structure (33% 
vs. 27%) only 4 of the 15 ngos in this peer 
group do have debt which exceeds the amount 
of savings. however, it should be noted that only 
2 of the ngos are officially allowed to mobilise 
savings. This issue is discussed at greater length 
in the section on savings but firstly it is important 
to analyse the influence that local legistation has 
on the MFi’s funding structure.

InFluEncE oF thE rEgulatory
EnvIronMEnt

in addition to the chosen legal status, the local 
legislation in the country/region in question also 
has a major influence on the funding structure of 
the institutions. The average funding structure per 
region, see graph 8, provides an overview of the 
general type of legislation in place in the different 
regions.

north aFrIca:

in northern Africa microfinance services are 
offered solely by ngos that are not allowed to 
mobilise deposits. As such, both MFis in this 
region (Al Amana and dBACd) show an average 

funding structure of only equity and debt. on the 
other hand, due to the regulatory environment in 
West and Central Africa, the cooperative model is 
the most common. This is reflected in the average 
funding structure being characterised by relatively 
high amounts of deposits (52%). East and 
Southern Africa have a more diversified regulatory 
environment which subsequently results in a more 
diversified average funding structure. 
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EaSt aFrIca:

East Africa has shown the most dynamic regulatory 
change on the continent in terms of developing 
dedicated regulation for microfinance deposit 
taking institutions. regulations have been put in 
place in Ethiopia (1996), Uganda (2003), Kenya 
(2006) and Zambia (2006) to name but a few. 
graph 9 shows the average funding structure per 
country as at 2008. 

 Ethiopia: Even through regulation allows the 
Ethiopian MFis to mobilise voluntary deposits, 
the MFis have only done so to a limited extent 
as can be deduced from their funding structure. 
The main driver for low deposit mobilisation has 
been the existence of subsidised debt funding 
for several years13. As this fund is coming to a 
close, MFis have increasingly started focusing 
on deposit mobilisation as funding from 
international sources is virtually impossible and 
funding from local commercial banks difficult 
due to high collateral requirements.

 Kenya and uganda: in these two countries, 
regulation for deposit mobilisation has recently 
become effective (2004 in Uganda, 2008 in 
Kenya). however, the MFis in this sample for 
Uganda and Kenya are not allowed to mobilise 
deposits14 with the exception of the cooperative 
MCdT in Uganda. As such the predominant 

funding source of funding is debt. on the other 
hand it should be noted that the deposits shown 
are, with the exception of MCdT, almost all 
mandatory savings.

 tanzania: The only MFi in the sample for 
Tanzania (Mucoba) is regulated by the Bank of 
Tanzania and is allowed to mobilise deposits 
which explains the high percentage of savings in 
its funding structure.

 rwanda: The three MFis in rwanda show a mixed 
picture due to the fact that the sample includes 
one cooperative and two nBFis. overall, the 
amount of debt in the funding structure is limited 
for both nBFis which is indicative of the fact 
that the rwandan microfinance sector started 
developing later than its East African neighbours, 
although it is starting to catch up.

SouthErn aFrIca:

With the exception of South Africa, the MFis in 
Southern Africa show a much higher percentage 
of equity in their funding as is the case for Malawi 
(CUMo) and Zambia (CETZAM) which is due to 
a historical reliance that these two MFis have on 
donations for funding.

wESt aFrIca:

 waEMu zone:15 in the WAEMU zone in West 
Africa the microfinance activities are regulated 
by what is known as the “pArMEC” law which is 
an adaptation of the existing banking regulation. 
The main characteristic of this law, in terms of 
funding, is that MFis operating as a cooperative 
within the WAEMU region may collect savings 
from their members. Savings are thus used as 
the major source of funding for credit activities in 
this region. in the revised law of 2008 it has also 
become possible for other institutional types16  
to offer financial services and mobilise deposits 
under the same law. however, it is too soon to 
tell whether this will provide a shift in the funding 
structure of MFis in West Africa.
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13 Loans were provided by the Rural Financial Intermediation Program (RUFIP) for 
a 12 year term at 6% interest per annum with a seven year grace period

14 KWFT has since received a deposit taking license from Central Bank of Kenya, 
but the data in this study precedes the licensing

15 The West African Monetary and Economic Union (WAEMU) was established in 
1994 as a replacement of the West African Monetary Union and consists of 8 
countries (Benin, Burkina Faso, Ivory Coast, Guinee Bissau, Mali, Niger, Sene-
gal and Togo)

16 In the previous laws non-cooperatives could only receive a license for a 5-year 
term, this restriction has now been released
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 ghana: This country shows a mixed funding 
structure as the sample is composed of a 
combination of a rural bank and two ngos. 
ghana has several regulatory options for MFis 
to work under that allow deposit mobilisations 
which include rural banks, savings and loans 
companies and commercial banks. in this sample 
the rural Bank only attracted debt in 2008 and 
mostly uses deposits as a source for funding. 
Alternatively, the two ngos use a mixture of debt 
and mandatory savings as a source of funding.

 nigeria: A new law for microfinance banks (MFB) 
was introduced in 2005 which allows deposit 
mobilisation on a wide scale for MFis. To date, 
over 900 MFBs have been licensed. The three 
MFis included in this study were not regulated 
as an MFB at the time of their rating.17 however, 
their funding structure does show that besides 
using debt (32%) an even larger part is funded 
by deposits (43%).

 Sierra leone: The funding structure of the MFis 
in Sierra Leone is typical of a microfinance sector 
that is still in its earlier stages of development. 
The MFis still have a high percentage of equity 
in their funding structure which originates almost 
in full from donated equity. For the remainder, a 
mix of debt and mandatory savings are used as a 
source of funding.

coSt oF FundS

As a proxy for the cost of funds, it is important 
to analyse the Funding Expense ratio18 for the 
different legal types, see graph 10. This shows 
that the cooperatives have the lowest funding 
expenses in relation to their loan portfolio (2.0%) 
as compared to nBFis and ngos (4.3% and 4.1% 
respectively). The main trend that can be noted is 
that for all institutional types the funding expense 
ratio shows an increasing trend. however, as 
graph 11 shows, that trend is not attributed to an 
increase in the actual cost of funds for cooperatives 
and nBFis, and only in part for ngos. For nBFis 
and ngos, the main explanation for the increase 
in the funding expense ratio can be sought in the 
increased leverage for those types of MFis.19  

The difference between the average20 interest 
expense on debt and savings  paid by the different 

institutional types also highlights the lower amount 
of interest paid on deposits as compared to debt. 
Furthermore, it is interesting to note that it is 
only the ngo MFis who experienced an actual 
increase in funding costs over the years with 
average interest paid increasing from 4.8% to 
5.5%.  The main explanation for this is the fact 
that subsidised debt is being replaced by more 
commercial sources.

17 LAPO has since received a license as Microfi nance Bank, but the data in this 
study precedes the licensing

18 Funding expense ratio is the interest and fee expense on debt and savings / 
average loan portfolio
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19 Given the variations in the trend and value of the leverage ratio for cooperatives 
it is not possible to provide a defi nite conclusion for cooperatives on this matter

20 Interest expense = interest and fee expenses on debt and savings / average debt 
+ savings
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When looking at the size of the MFi in relation to 
the funding expense ratio there is no significant 
correlation. The MFis with less than US$ 75 million 
in assets show a highly variable funding expense 
ratio ranging between 0% and 18.4%. The five 
MFis with assets above US$ 75 million show a 
funding expense ratio below 5.0%. however, given 
the limited number of MFis in this group no definite 
conclusion can be drawn on the link between asset 
size and cost of funding.

dEbt

Looking at the structure of debt there are different 
trends that can be distinguished:

 access to debt: Almost all institutions in this 
sample have access to debt. There are only 3 
MFis that have not had access to debt in the 
past four years (SdSA, CUMo and CETZAM) 
and just 3 more MFis that had no access in 
2008 (Mucoba, prodia and UrB). Even though 
commercial debt is available to almost all MFis, 
subsidised debt remains widely used and in 
some countries is the predominant source of 
debt funding (e.g. Ethiopia and niger).

 Interest rates: given that most MFis accessing 
debt have both commercial and subsidised debt, 
interest rates vary widely from 0% to more than 
20%. overall interest rates tend to be higher in 
East Africa than in West Africa and MEnA.

 International funds: international debt is highly 
concentrated in East Africa and MEnA whereas 
only a few MFis in West Africa have accessed 
debt from international funds. West African 
MFis access mainly local commercial debt 
and depend less on debt due to their ability to 
mobilise savings.
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21 Given the variations in the trend and value of the leverage ratio for cooperatives 
it is not possible to provide a definite conclusion for cooperatives on this matter

22 Interest expense = interest and fee expenses on debt and savings / average debt 
+ savings

23 The data in this graph excludes CUMO
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 Foreign exchange risk: Most African MFis that 
access international debt in foreign currency 
have established simple mechanisms to protect 
themselves against foreign exchange risk.24 The 
most frequent mechanism used remains back-to-
back loans: depositing hard currency at a fixed 
exchange rate in a local commercial bank and 
obtaining a loan in local currency. Alternatively, 
local currency funding has become increasingly 
available from international investors either in the 
form of hedging (with the support of initiatives 
such as The Currency Exchange Fund25) or 
guarantees to local commercial banks. however, 
there are still MFis that remain significantly 
exposed to foreign exchange risk.

 Interest rate risk: overall interest rate risk is 
limited as most MFis borrow on fixed terms or 
based on Euribor or Libor which fluctuate within 
relatively limited margins.

 Maturity of debt: All but two MFis with access 
to debt obtained loans with long term conditions 

(more than one year maturity). graph 13 shows 
the breakdown of the proportion of long term 
and short term debt for the different institutional 
types and regions.

 By analysing the data per institutional type it 
is clear that both nBFis and ngos have a 
much longer maturity in their debt funding as 
compared to cooperatives. The main reason for 
this is that cooperatives in West Africa attract 
more debt from local commercial banks which 
tend to have a shorter maturity time (around 2 
years) than debt from international funds.

 regarding the maturity of debt per region it can 
be noted that East Africa has a more stable 
trend in its maturity and already has a relatively 
long term composition of its debt, whereas in 
West Africa the MFis have only obtained this 
longer term composition in their debt over the 
past few years.
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24 With the exception of countries using the FCFA as to date hedging of this cur-
rency against the EUR is not available on commercial terms and only offered by 
donor backed hedging schemes

25 TCX is a special purpose fund providing market risk management products to its 
investors and their clients active in emerging markets



pAgE 20

Transversal analysis
of mfi performance
in africa | Third EdiTion | noV10

The mfis’ funding sTrucTure3.

26 GIRAFE Rating of Uganda Microfinance Ltd. (now Equity Bank Uganda) January 
2008; GIRAFE Rating of Pride Microfinance Ltd. July 2010

SavIngS

out of the 41 MFis in the sample there are 20 MFis 
that are licensed to mobilise and intermediate 
deposits. Almost all of these 20 MFis also ask 
clients to deposit cash collateral with the MFi to 
safeguard loans, although for the majority this is 
less than 40% of the total savings, please see the 
table below.

MFI name
% voluntary 

savings

SoFinA 100,0%

MFi B 100,0%

CoopEdU 95,8%

rCpB 92,2%

yetemali 79,9%

CBdiBA/rEnACA 61,1%

Wasasa 61,0%

yarda Tarka Maggia 60,6%

duterimbere 58,2%

Mucoba 55,1%

yarda Zinder 48,8%

rMCr 43,2%

MFi A 27,2%

MCdT 1,7%

Kokari 0,0%

ACEp Cameroun 0,0%

Kafo Jiginew n/a

Taanadi n/a

UrB ghana n/a

A continuing concern for deposit-taking MFis are 
the weaknesses noted in liquidity management, 
mostly in countries where regulatory oversight 
for deposit-taking MFis is weak (e.g. under the 
pArMEC law). Even if not beneficial to the client, 
from the perspective of the MFi mandatory savings 
do provide a more stable deposit base as they 
cannot be withdrawn before the end of the loan. 
Furthermore, the risk of mass withdrawals of 
savings is limited due to: 

a) The fact that MFis continue to show a strong 
stability in their demand deposits 

b) The often low concentration of risk in the 
deposit base: the average savings balance per 
depositor fluctuates between US$ 80-105 for 
regulated MFis.

overall, it can be noted that in an increasing number 
of countries legislation has been introduced, or 
is in the process of being introduced to regulate 
deposit mobilisation for MFis. however, as can be 
noted from graphs 7 and 8, there is no significant 
trend indicating an increase in savings in the 
funding structure of MFis in Africa. on the one 
hand, this is because regulation takes a significant 
amount of time and effort to implement by regulators 
and additionally by MFis to ensure they meet the 
requirements of the new regulation when applying 
for a license. on the other hand, deposits take 
significant effort to mobilise for recently regulated 
MFis. As ratings of MFis in Uganda that have 
become regulated as microfinance deposit-taking 
institutions (Mdis)26 have shown, it is not easy for 
MFis to attract large sums of deposits from the 
public and it requires significant effort in marketing 
to convince the public that the institution is a safer 
place to keep money than under a mattress. As 
such, in the longer term it is expected that MFis in 
Africa will increase savings as part of their funding 
structure, but that this will be a gradual change 
rather than an immediate one.

A continuing area of concern in Africa remains 
illegal deposit mobilisation by MFis that are not 
licensed by their respective central banks to do 
so. This practice takes on various shapes from 
MFis that fully mobilise voluntary deposits and use 
this for intermediation to those that request cash 
collateral from their clients and keep this in cash. 
out of the 21 MFis that are not licensed to mobilise 
savings in this sample, there are only six that do 
not mobilise any deposits. From the remaining 
15 there are 3 that state that they do mobilise 
voluntary deposits with percentages of 27%, 30% 
and 62% (2008 data). For the remaining 12, the 
majority have the practice of asking clients for 
cash collateral and allowing the clients to save 
above and beyond this amount with the argument 
of saving-up for the increased cash collateral in 
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a potential follow-up loan. Furthermore, for the 
‘convenience’ of the client, such amounts are often 
maintained with the MFi while the client is ‘resting’ 
in between two loans. By the strict letter of the law 
such deposit mobilisation is illegal and puts these 
15 MFis at risk of intervention by their central 
bank. in practice however, central banks only 
intervene sporadically, if at all, which firstly allows 
this illegal practice to continue and secondly gives 
the appearance that this practice is ‘allowed’.

concluSIonS

The funding structures vary significantly according
to institutional type as well as local regulation in 
the different African countries. Cooperatives show 
the highest average leverage ratio over the four 
year period and generally use more savings rather 
than debt as a source of funding. however, smaller 
cooperatives when compared to their larger peers 
do seek additional recourse to debt rather than 
deriving almost all of their funding from deposits. 
in several cases, this debt is made available 
at subsidised rates which crowds out deposit 
mobilisation by these cooperatives. 

For nBFis and ngos this ‘crowding-out effect’ 
cannot be observed. interestingly enough, it is 
the ngos that show an increase in deposits as 
a percentage of their funding structure between 
2005 and 2008 even if the vast majority of these 
ngos are not allowed to mobilise savings. As 
highlighted above, cash collateral remains a 
common phenomenon in Africa even if this is not 
beneficial for the client and for most MFis it is 
illegal by law. 

The effects that the new regulations being put 
in place in many East African countries to allow 
deposit mobilisation, as well as the change in 
the pArMEC law to allow non-cooperatives to 
mobilise savings will have on the funding structure 
cannot yet be seen in the present data. however, 
they are expected to have a long term effect on the 
funding structure of MFis with an increasing use of 
deposits to fund their financial services
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Efficiency and productivity indicators are used 
to measure the performance of an MFi based on 
how it is using its resources, mainly assets and 
personnel, to deliver its services. 

An MFi is considered efficient when it lowers 
the cost of delivering services. For this study, 
the efficiency of the MFis is analysed using two 
indicators:

 operating expense ratio: operating expenses/
average gross portfolio

 Cost per borrower: operating expenses/average 
number of borrowers

productivity looks at how efficiently the MFi 
delivers its services. There are various indicators 
used to measure this but the main focus of this 
report will be on two indicators:

 Loan officer productivity (borrowers): number of 
borrowers/number of loan officers. Loan officer 
productivity is a measure which is used to look at 
overall field staff productivity

 Staff productivity (borrowers): number of 
borrowers/total number of personnel

MFis were analysed in relation to their operational 
size, region and legal form. in some instances, the 
indicators were compared to average outstanding 
loan and products offered.
 

given that one of the main drivers of efficiency and 
productivity is the size of the loans disbursed, the 
analysis of the sample is also based on a partition 
of the sample into the two previously mentioned 
groups: MFis with an average outstanding loan 
smaller than US$ 250, (which will be referred to 
as MFis <250) and MFis with an average loan size 
larger than US$ 250 (MFis >250). The amount 
of US$ 250 is also a good proxy of the median 
distribution of the average outstanding loans for 
each of the four years as there are 25 MFis >250 
and 22 MFis <250.

As previously mentioned, some MFis were omitted 
from the analysis if the relevant information was not 
provided or if the related figure or indicator would 
have significantly biased the analysis, showing a 
huge variance compared with the average. 

EFFIcIEncy

The operating expense ratio during the 4 year 
period of analysis shows a declining trend 
indicating that the 29 MFis considered have 
increased their operating efficiency, along with 
their average outstanding loan balance which has 
passed from US$ 449 to US$ 646. Although the 
MicroBanking Bulletin (MBB)27 sample of African 
MFis registers a high level of efficiency at the start 
of the analysis period, the trend is constant over 
the 4 year timeframe.
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opErATing ExpEnSE 
rATio, TrEnd 2005-08
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27 MicroBanking Bulletin; it is important to note the value of MBB Africa used is a 
weighted average between MBB Africa and MBB MENA. http://www.themix.
org/microbanking-bulletin/mbb-issue-no-17-autumn-2008
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in 2008, the highest operating expense ratio was 
registered by Cumo (90%), while MFi B- East 
Africa had the lowest at 5%. MFi B uses both 
group and individual lending methodologies and 
has an average loan of US$ 169 compared to 
Cumo which uses only the group methodology and 
has an average loan of US$ 44.

By comparing the operating expense ratio to the 
size of the institution28, the realisation of economies 
of scale is confirmed with the larger MFis having 

a lower operating expense ratio while the smaller 
ones register a higher value. it must be noted that 
the increasing trend of the medium MFis and the 
bell-shaped dynamic of the large MFis is mainly 
related to the fact that in 2007 some of the MFis 
that were classed as medium or small the previous 
year went up a category. however, they were less 
efficient compared to the other MFis which were 
already in the subsample and therefore increased 
the average of the whole category.

Within the whole sample, the ten most efficient 
MFis consist of approximately 50% large, 20% 
medium and 30% small sized institutions. only two 
institutions offer just individual lending and one 
uses just group, the rest operate using individual 
and group lending methodologies. it was also 
noted that MFis which offer savings had a higher 
operating expense ratio compared to those that did 
do not (34.7% compared to 22.9% respectively). 

The graph below shows the correlation between 
the operating expense ratio and size of the 
outstanding portfolio. The negative relation 
suggests that the higher the loan the more efficient 
an institution is, with the exception of a few MFis 
whose operating expense ratio increased despite 
having large portfolios. For example, Lapo-nigeria 
has a portfolio equal to US$ 27,794,108 but 
operating expense of 41% close to that of Salone-
Sierra Leone whose portfolio amounts to US$ 
757,053 and yet has an expense ratio of 39%.

operating expense ratio 
(sample size=29 MFis)

Small Medium Large All

2005 46.4% 28.3% 15.0% 39.6%

2006 41.2% 22.3% 13.0% 33.4%

2007 40.2% 24.6% 18.1% 31.7%

2008 36.8% 23.5% 16.2% 27.7%
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R  = 0.3452

graph 15
CorrELATion BETWEEn opErATing ExpEnSE rATio 
And  porTFoLio SiZE (SAMpLE oF 47 MFiS)

28 Small: Portfolio < US$ 2 million; Medium: US$ 2 million < Portfolio < US$ 8 
million; Large: Portfolio > US$ 8 million. Defi nition taken from www.themix.org
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it is also noted that operating expense ratio 
is inversely related to the average loan size; 
the higher the average loan size, the lower the 
operating expenses which indicates that the cost 
of issuing smaller loans is higher than bigger loan 
amounts. despite the fact that the two subsamples 
highlight a different trend over the period analysed 
with MFis <250 registering a significant decline in 
the operating expense ratio, whilst the MFi >250 
sub-group follows a constant trend, the sample 
taken as a whole indicates an overall decrease in 
the operating expense ratio. 

interestingly enough, if a narrower timeframe is 
analysed from 2006 – 2008, thus increasing the 
sample to 40 MFis, the >250 subsample also 

registers a decline in the operating expense ratio. 
This result seems to be related to the performance 
registered by Finadev Tchad, which has been 
excluded from the 2005 - 2008 sample as figures 
from 2005 were not available. in fact, the MFi 
shows a very high value of operating expense 
ratio in 2006 of 130%, which then strongly 
decreases in the following year (down to 47%), 
thus having a noticeable impact on the average 
value of the ratio for 2006.
  
however, in order to judge more fairly the real 
level of efficiency achieved by an MFi, it is worth 
considering both efficiency indicators, namely the 
operating expense ratio and the cost per borrower.
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As expected, there are large differences in terms 
of cost per borrower between MFis<250 and 
MFis>250. The first peer group has an average 
value over the 4 years equal to US$ 35 whereas 
the second group has a value four times larger at 
US$ 154. in terms of trend, the ratio presents an 
increasing trend both for the whole sample and 
for the MFis>250 subsample, whilst it presents 
a constant trend for the MFis<250. one of the 
factors which influences the cost per borrower 
is the average loan provided by the microfinance 
institutions. Therefore, it is worth comparing the 
evolution of the average active loan and the cost 
per borrower of our sample. As shown in graph 17, 
the dynamic of the two ratios follow a similar trend 
both for the full sample and for the peer groups, 
which confirms the positive relation between the 
average loan and the cost per borrower. 

Looking at cost per borrower per institution, the 
sample presents a high variance ranging from US$ 
712 for MFi C in West Africa to US$ 7 for MFi B 
in East Africa.

graph 18 shows the relationship between the 
two efficiency indicators, distinguishing the MFis 
according to their average loan size. The joint 
analysis of the two ratios shows a certain negative 
relationship between operating expense ratio and 
cost per borrower.

in general, as the red dots indicate, MFis with a 
higher average outstanding loans (MFis>250) 
tend to have a higher cost per borrower and less 
cost on the active portfolio. There are of course 
a few exceptions such as CETZAM Zambia and 
MFi C West Africa, who registered high values of 
both indicators and Al Amana Morocco and Kokari 
niger, who both had very good efficiency levels, in 
terms of both indicators.

in the case of the MFis<250 (blue dots), whilst all 
of these MFis are characterised a by low cost per 
borrower of less than US$ 100, some also manage 
to be very efficient in terms of operating expenses 
(MFi B-East Africa , Wasasa, Taanadi, dBACd, 
SEAp and MFi E – West Africa have a ratio of less 
than 20% in 2008). 

The comparison among the different institutional 
types shows that nBFis and cooperatives have 
registered the lowest levels of operating expense 
ratio over the years. in particular, for cooperatives, 
this can be attributed to the way they operate: 
they normally have lower costs as they often use 
voluntary staff. Moreover their average loan size 
has shown to be higher than the other groups, thus 
confirming once again the positive relation between 
efficiency and average loan size. ngos, although 
registering higher levels of operating expense 
ratio at the beginning of the period analysed, have 
shown a significant increase in efficiency over 
the years. The figures for banks include only one 
institution and are therefore not very significant.
An analysis of the regional performance shows that 
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MEnA and Southern African MFis are respectively 
the most and the least efficient in terms of both 
indicators. however, both subsamples are very 
limited and are thus not significant. West Africa 
registers higher values in terms of operating 

expense ratio compared with East Africa, although 
there is a noticeable decrease over the period 
analysed. however, on the flip side, East African 
MFis present higher levels of cost per borrower.

NGO Cooperative NBFI Bank
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operating expense 
ratio (sample size=28 
MFis)

West Africa 
(n=18)

East Africa 
(n=14)

Central 
Africa (n=3)

MEnA (n=2)
Southern 

Africa (n=3)

2005 50% 33% 36% 15% 154%

2006 41% 29% 36% 12% 133%

2007 35% 29% 55% 10% 77%

2008 29% 26% 62% 10% 65%

Cost per borrower 
(sample size=28 
MFis)

West Africa 
(n=18)

East Africa 
(n=14)

Central 
Africa (n=3)

MEnA (n=2)
Southern 

Africa (n=3)

2005 59 69 171 33 144

2006 54 91 178 34 131 

2007 64 120 274 40 147 

2008 67 126 82 39 225 
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ProductIvIty

overall, the productivity indicators show an 
increasing trend over the period of analysis, as 
shown on the tables below. Moreover, the MFis 
sampled performed significantly better compared 
to the average MBB Africa with average staff 
productivity at 240 while loan officer productivity 
was at 558 compared to the 2008 MBB figures of 
110 and 275 respectively.

regionally speaking, West Africa had the highest 
level of productivity for both indicators. This can be 
attributed to the higher numbers of cooperatives 

and ngos in West Africa, which mainly use both 
group and individual lending methodologies, 
compared to other regions. in particular, as shown 
in the graph below, the high productivity values 
are mainly influenced by the performance of 3 
MFis in niger, namely Taanadi, Kokari and yarda 
Tarka Maggia. Central Africa remained relatively 
stable with the lowest levels of efficiency while 
East Africa has shown a declining trend from 384 
to 349. productivity shows an increasing trend 
in West and Southern Africa as well as in the 
MEnA region. Compared to the regional MBB, the 
sample MEn A countries present a higher level of
productivity.

Staff productivity
(sample size=32 MFis)

West 
Africa

East Africa
Central 
Africa

MEnA
Southern 

Africa
All

2005  188  170  50  191  102  166 

2006  230  169  55  197  125  211 

2007  252  149  59  190  106  222 

2008  284  147  57  210  124  240 

Loan officer 
productivity (sample 
size=32 MFis)

West 
Africa

East Africa
Central 
Africa

MEnA
Southern 

Africa
All

2005  512  384  148  247  185  406 

2006  663  464  165  297  226  512 

2007  722  344  138  306  196  504 

2008  818  349  139  349  225  558 
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if productivity is compared against institutional 
structure, there are noticeable differences based 
on average loan size, lending methodology and 
legal form. Taking into consideration 2008 related 
figures29, staff productivity ranges from 1,430 
to 9 while loan officer productivity varies from 
2,404 to 19. Taanadi, which is medium in size, has 
the highest loan officer productivity and second 

highest staff productivity. This is partly explained 
by its use of all three lending methodologies; 
individual, group and village, as well as its 
cooperative legal status. Sofina, which has the 
lowest staff and loan officer productivity ratio, is 
an nBFi that only offers individual lending and has 
an average outstanding loan amount of US$ 648 
compared to Taanadi’s US$ 159.

in terms of credit methodology, loan officer producti-
vity appears to be higher for MFis that use individual, 
group and village lending methodology, however, this 
data only relates to two MFis (including Taanadi, whose 
productivity as previously mentioned is the highest of 

the sample). group lending methodology appears to 
be more productive in terms of borrowers than the indi-
vidual methodology, which can be partly due to econo-
mies of transactions as loan officers are able to serve 
more clients when in group form. differences between 
the staff and loan officer productivity are reflected by 
the staff allocation ratio. 

Among the institutions sampled, cooperatives record 
the highest productivity number followed by ngos. 
The figures for banks are based on one institution and 
are thus not very significant.

in terms of average loan size, MFis whose average 
outstanding loan is lower than US$ 250 are more pro-
ductive in terms of number of borrowers per staff and 
per loan officer than those with a higher average loan 
size.

28 It must be noted that when the productivity analysis refers only to the year 2008, 
the sample size increases to 44 MFIs due to the greater availability of data
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Cooperative NGO NBFI Bank
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Loan offi cer productivity (sample size=32 
MFis)

Average loan >250 Average loan <250 All

2005 185 149 166

2006 212 210 211

2007 187 252 222

2008 202 273 240

Staff productivity 
(sample size=32 MFis)

Average loan >250 Average loan <250 All

2005                  481         339 406

2006                  576         455 512

2007                  490         516 504

2008                  500         610 558

concluSIon

in conclusion, the MFis sampled exhibit a positive 
trend both in terms of effi ciency and productivity and 
even outperform MBB Africa’s sample in terms of pro-
ductivity. This is more so pronounced in small sized 
institutions which have more room to explore the bene-
fi ts of economies of scale. it was also noted that the 
indicators were affected by the type of the organisation 
with cooperatives being the most effi cient and produc-
tive (in terms of numbers). 
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concluSIon

This third edition of the of the transversal analysis 
of the performance of African MFis is based on 
a larger sample of MFis, 47 instead of 36, that 
are active in a larger range of countries, 21 
instead of 17. however, it must be mentioned that 
for this edition the MEnA region was severely 
underrepresented as only 2 of the sampled MFis 
came from this area as opposed to 7 in the 2008 
study. 

in general, the trends that were identified in the 
2008 study for the period 2003 – 2005 have been 
confirmed over the subsequent 4 year period, 
2005 – 2008. These include an improvement of 
the pAr over 30 days, an improvement in loan loss 
reserves and a lowering of operational expenses, 
particularly for MFis with an outstanding average

loan size of less than US$ 250. There has also 
been an increase in the outstanding average loan 
size which is mainly due to a wider use of individual 
lending methodologies, as well as an increased 
use of commercial sources of funding and greater 
savings mobilisation. 

it will be interesting to see whether the increased 
maturity and professionalism experienced by most 
of the sampled MFis will continue over the years 
2009 and 2010. despite an optimistic outlook, 
the repercussions of the financial crisis will more 
than likely affect the intermediary financial sector 
in some form or other and only time will tell what 
those effects will be.
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.6annex

mfi name counTry insTiTuTion
Type

ouTsTanding
porTfolio

 usd 2008

acTive 
borrowers

ACEp Cameroun Cameroon nBFi 16 530 297 7 215

Al Amana Morocco ngo 338 963 824 483 416

Ard Sierra Leone ngo 1 196 316 12 666

BrAC Uganda  Uganda ngo 7 732 693 62 609

CBdiBA/rEnACA Benin ngo 4 750 249 11 229

CETZAM Zambia nBFi 2 127 247 4 905

CoopEdU rwanda Cooperative 2 708 387 1 709

CrAn ghana ngo 1 562 125 6 303

CUMo Malawi ngo 1 274 671 28 997

dBACd Egypt ngo 20 117 985 93 533

dEC nigeria ngo 5 565 329 69 237 

duterimbere rwanda nBFi 2 099 940 12 680

Finadev Tchad Chad nBFi 2 257 917 4 132

grooming nigeria ngo 3 358 234 31 367 

hokofam Uganda nBFi 2 385 247 15 772

indlu South Africa nBFi 2 965 464 2 074

Kadet Kenya nBFi 5 089 166 15 619

Kafo Jiginew Mali Cooperative 33 777 621 78 303

Kokari niger Cooperative 3 743 844 31 463

KWFT Kenya ngo 90 539 261 226 664

LApo nigeria ngo 27 794 108 187 361

Mbinga Community Bank Tanzania nBFi 934 559 864

MCdT Uganda Cooperative 337 759 3 797

MFi A East Africa ngo 1 535 897 6 409

MFi B East Africa nBFi 70 841 460 419 888

MFi C West Africa nBFi 2 283 475 2 187

MFi d West Africa ngo 1 726 031 27 583

MFi E West Africa ngo 1 066 022 12 197

MKL Kenya private 1 553 708 3 690

MUL Uganda Commercial 1 382 131  1 121 

prodia Burkina Faso ngo 1 872 930 1 565

SaMPlE oF MFIs
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MFi NAME COUNTRY institution
type

outstanding
portfolio

 usd 2008

active 
borrowers

RCPB Burkina Faso Cooperative 108 955 730 70 534

RMCR Mali NGO 2 433 733 18 463

RML Rwanda Private 1 566 405 1 529

Salone Microfinance Trust Sierra Leone NGO 757 053 4 951

SDSA Niger NGO 471 363 1 335

SEAP Nigeria NGO 6 211 694 45 721 

SMEP Kenya NGO 11 283 294 36 649

SOFINA Cameroon NBFI 696 117 1 074

Taanadi Niger Cooperative 3 038 698 19 233

UCEC MC Chad Cooperative 1 579 330 4 847 

URB Ghana Ghana Bank 1 770 758 5 900

Wasasa Ethiopia NBFI 4 431 981 3 831

Yarda Tarka Maggia Niger Cooperative 2 228 248 n/a

Yarda Zinder Niger Cooperative 789 554 n/a

Yehu Kenya NBFI 699 995 5 782

Yetemali Guinea Cooperative 1 540 501 3 655

Sample of mFIs continued...
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aMt MFI MEMbErS

mfi counTry represenTaTive email

ACEp Senegal Senegal Mayoro LoUM mloum@acepsenegal.com

Alidé Benin Valère hoUSSoU houssoul@yahoo.fr

AMSSF Morocco Khaddouj gharbi amssfmc@amssfmc.ma

ASiEnA Burkina Faso Laetitia rAginEL laetitia.raginel@entrepreneursdumonde.org

ASUSU-CiigABA niger Moutari iSSiFoU moutarissi@yahoo.fr

Beehive South Africa Wessel VEnTEr wessel@bedc.co.za

CAppEd Congo ghislaine MACKiZA cappedbzv@yahoo.fr

CAUriE-MF Senegal Mamadou LAMinE gUEyE caurie-mf@orange.sn

CEC proM MATUrE Cameroon Marthe yiMBoU yimboumarthe@yahoo.fr

CECA Togo yombo odAnoU cecalome@laposte.tg

CiF Burkina Faso Alpha oUdrAgo cifburkina@fasonet.bf

CrAn ghana patrick AgBESinyALE agbesi38@hotmail.com

dEC nigeria Jubli C. Makka dexcenter@yahoo.com

EndA Tunisia Essma Ben hAMidA essma@endarabe.org.tn

FCpB / rCpB Burkina Faso daouda SAWAdogo fcpb@fasonet.bf

Fececav Togo daniel Barondibou fcecav@yahoo.fr

grooming Centre nigeria godwin nWABUnKA gnwabunka@yahoo.com

hoFoKAM Uganda Charles iSingoMA hofokamhq@yahoo.com

id ghana ghana Stephen Mawuli KWESi 
dUgBAZAh 

info.idghana@gmail.com

Kafo Jiginew Mali Alou SidiBE kafojiginew@orangemali.net

Kokari niger hamadou AdAMoU kokaricop@yahoo.fr

K-rep Kenya Kimanthi Mutua kimanthi@k-rep.co.ke

LApo nigeria godwin EhigiAMUSoE lapobn@yahoo.co.uk

MCdT Uganda olivia KAyongo mcdt@infocom.co.ug

opportunity Uganda Uganda Archie MEArS
Alred TUMWEBAZE

amears@opportunityug.com 
atumwebaze@opportunityug.com



page 34

Transversal Analysis
of mfi performance
in africa | Third Edition | NOV10

Annex6.

MFI Country Representative Email

MEC Afer Senegal Ndaye Penda Diouf Sène afer@orange.sn

MEC Feprodes Senegal Peinda Gueye Cisse feprodes@orange.sn

Mecrekin Democratic Republic 
of Congo

Isu Déo Katulanya dkatulanya@yahoo.fr

Mucoba Tanzania Danny Mpogole danmpogole@yahoo.co.uk

NYESIGISO Mali Modibo COULIBALY nyesigiso@nyesigiso.org

PADME Benin Didier Djoi jpadme@intnet.b

PAWDEP Kenya Julius MUIRURI info@pawdep.org

PEARL Uganda hmusinguzi@pearlmicrofinance.co.ug     

Prodia Burkina Faso Mamadou  OUEDRAOGO prodia@fasonet.bf

Renaca Benin Dieudonné Gnanvo cepam@intnet.bj

SDSA Niger Aichatou AMADOU aichaelhadj7@yahoo.fr

SEAP Nigeria Olatunde oladokun seapilorin@yahoo.com

SMT Sierra Leone Regina Aziza Sulla reginasulla2000@yahoo.co.uk

SOFINA Cameroon Bernadette Simbafo simbafo@yahoo.com

Taanadi Niger Salifou Tahirou crn@intnet.ne

UM- PAMECAS Senegal Mamadou Touré pamecas@arc.sn

Vital Finance Benin Wakil Adjibi vitalfinance@vitalfinance.com

Vola Mahasoa Madagascar Solofo RAHARIFERA vmahasoa.sa@moov.mg 
sraharifera@yahoo.fr

YETE-MALI Guinea Karamo CONDE 
Ibrahima Sory CISSE 

karamoconde@yahoo.fr
ibcisses@yahoo.fr

AMT MFI members continued...
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ratIng agEncy MEMbErS

raTing agency represenTaTive email counTry

Microfi nanza rating Aldo MoAUro aldo.moauro@microfi nanzarating.com italy

Microrate damian Von 
STAUFFEnBErg

damian@microrate.com USA

M-CriL Alok MiSrA alokmisra@m-cril.com india

planet rating Emmanuelle JAVoy ejavoy@planetrating.com France

FoundIng MEMbErS / aSSocIatE MEMbErS

name Type of member represenTaTive email counTry

AdA Asbl Founding member /
coordinator

Luc VAndEWEErd /
Emma-Jayne pAUL

info@amt-forum.org Luxembourg

AFrACA Associate Member rose nAndAZi afraca@africaonline.co.ke Kenya

Alafi a network Associate Member ignace doVi ignace.dovi@alafi anetwork.org Benin

Mix Associate Member Marten LEiJon mleijon@themix.org USA

n/A Founding Member Mia AdAMS mia.adams43@yahoo.com Belgium




