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IN THIS ISSUE: RESULTS OF THE FIRST PRO-POOR
INNOVATION CHALLENGE

In 2002, CGAP’s Pro-Poor Innovation Challenge (PPIC) became Rural Pro-Poor 
Innovation Challenge (RPPIC), a partnership between IFAD and CGAP to sup-
port pro-poor innovations in rural areas and microfi nance. Among the winners 
were four MFIs operating in the CEE/NIS region. 
Today we present the achievements of two of these MFIs: Moldova Microfi nance 
Alliance and Bai Tushum Financial Fund (Kyrgyzstan).

 Moldova Microfi nance Alliance  -  MicroInvest opening up the horizons
The Savings and Credit Associations (SCAs) in Moldova, which con-
stitute 500 entities throughout the Republic of Moldova, are governed 
by an elaborate and rather prohibitive Law on Savings and Credit As-
sociations. Burdened by legal and fi nancial austerities and loaded with 

cumbersome and excessive paperwork, the are frequently unable and reluctant to serve 
all loan applicants, particularly those who make the poorest part of the village com-
munity. Many of those unbankable, overlooked or simply uncovered by the SCAs fi nd 
themselves having no alternatives, except borrowing from the local moneylenders at 
infl ated interest rates. 
It is this chasm that made MMA search for alternatives and innovations capable of 
meeting the specifi c demands of the target group. The search has yielded a new ap-
proach, new lending techniques and fi nancial service within the Republic of Moldova. 
This approach is group lending. 
By defi nition, group lending, in the context of the Republic of Moldova, targets “the 
poorest of the poor,” the unbankable and unserved by the SCAs village dwellers. With 
the valuable Pro-Poor Innovation Award provided by The Consultative Group to 
Assist the Poorest,  MMA has launched a project of granting micro-loans through 
the group-lending approach and granted the 10 best-performing SCAs with cash 
– counting and currency – checking machines.

Thus, two adjacent regions have been selected for the inception stage, each having its 
peculiarities in terms of social and economic potential – market diversity, development 
of banking infrastructure, the availability of SCAs, general road and transport infra-
structure, demographic and cultural settings, etc. Five chosen villages within these two 
regions were required  to meet the following criteria:  

• display economic potential i.e. the existence of businesses in the fi eld of produc-
tion, processing, marketing of agricultural products, as well as signs of nonagri-
cultural sector development;

• existence of group initiatives;
• total village population not less than 1,000 inhabitants;   
• existence of at least 30% of economically active village dwellers;
• existence of at least 30% of private farmers among the village dwellers;
• absence of SCAs;
• potential for lending - group creation in the neighboring villages;
• 50-60 km distance to the MMA regional offi ce.
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Moldova Microfi nance Alliance (MMA)
Moldova Microfi nance Alliance (MMA), a nongovernmental organization 
was created by the Open Society Institute, Soros Foundation Moldova, Finance pour 
le Development Economique et Social and fi rst Savings and Credit Associations in 
1997. MMA’s mission is to create and develop new organizations - Savings and Cred-
it Associations, cooperatives, and micro- and small-scale enterprises - by providing 
technical assistance needed for obtaining the fi nancial resources to stimulate private 
initiatives, and economic and social development.

To date, MMA has launched 235 Savings and Credit Associations (SCA) and 15 co-
operatives of entrepreneurs. Creation of SCAs is just a stage of microfi nance market 
development and an example of a successful MMA-SCA relationship. Further MMA 
cooperation with the institutions it has created consists of expertise and training pro-
vision as well as the monitoring of lending activities. The seminars and workshops 
held by the MMA target virtually every aspect of SCAs’ daily activities: fi nancial 
planning, bookkeeping, lending procedures, risk management, internal control, per-
formance appraisal, and solving legal and regulatory issues.

The governing principle in MMA-SCA interactions is to ensure the latter’s sustain-
ability and independence, so that they can exert a benefi cial impact upon their mem-
bers. Over 22,000 of SCA members have had the chance to start or develop their own 
businesses, mainly in agriculture, and have accessed a loan from their SCAs. More 
than 500 persons have succeeded in getting a paid job in the fi nancial fi eld, including 
accounting, internal auditing and general management within the SCAs. 

During its seven-year existence, MMA has developed into a multi-offi ce institution, 
having spread throughout nine regions in the Republic of Moldova. This expansion 
ensures permanent and direct contact with both the SCAs and their members, en-
abling feedback straight from the fi eld and tailoring of its services to SCAs’ needs. 

Owing undoubtedly to the guarantee-facility established between the Economic and 
Business Development Fund and MoldovaAgroindbank as well as to the MMA ser-
vices, the members of partner SCAs have benefi ted from loans, the overall value of 
which surpassed $5 million.  The SCAs’ overall internal delinquency rate, in 2003 
was 0.32% and 0% to the refi nancing institution, MoldovaAgroindbank.. The aver-
age loan size, disbursed by the SCAs to their members, was $200, thus, proving a 
signifi cant depth of outreach. The loans have been mainly directed to the activities 
related to cattle breeding, seed procurement, seedling growing, trade and construction 
etc. An important portion of loans went to fi nance the travel costs of Moldovan labor 
migrants, who frequently repay their loans before maturity.    

Once the village has been chosen, the MMA 
Regional Development Offi cer (RDO) had to 
visit and promulgate the relevant information 
on the possible upcoming fi nancial opportunity. 
The news was included in a leafl et and spread 
throughout the village, primarily in public 
places (schools, libraries, hospitals, shops, etc), 
or via personally addressed letters. During the 
fi rst and subsequent two to three meetings with 
the interested persons and potential borrowers, 
RDO had to deliver the basics on microfi nance 
philosophy, MMA, and its mission, objectives, 
achievements, fi nancial products, and principles 
of group lending. The last had to be explained 
thoroughly so that the potential group members 
fully understood the concept of mutual guaran-
tee, the procedure of accessing loans, their utili-
zation, principal and interest repayment schemes, 
and the debtor’s rights and obligations, etc.  At 
the second meeting, a 3 to 5 member credit com-
mittee had to be established to screen the loan 
applications. Besides a credit committee, a Local 
Loan Offi cer (LLO) had to be assigned in order 
to provide an important link between the group 
members and RDO. 

The loan disbursement process, easy to under-
stand and to follow, included a loan application 
screening, contract signing, local bank account 
opening and making the money available. Over 
170 group members, of whom 104 were women, 
took advantage of the easy access to this money,  
and invested in their businesses. Overall, $34,905. 
The loans were granted for a 10-12 month term, 
at a fl at interest rate and quarterly interest pay-
ments. The principal is to be reimbursed on ma-
turity at the local bank branch. Those borrowers 
who duly and timely follow the contract stipula-
tions will have the possibility to receive a revolv-
ing loan; of course, if none of the group members 
falls behind in their loan payments. 
The group members who prove an outstanding 
entrepreneurial initiative, economic performance 
and business potential, as well as other credit-
worthy entrepreneurs, are welcome to apply to 
MicroInvest, a recent MMA spin-off and a dedi-
cated microfi nance institution. Besides micro-
loans of up to $10,000, MicroInvest is a pioneer 
in providing guarantees ($10,000) and venture 
capital ($50,000), and strives to respond to the 
potential clients’ demands and to reach opera-
tional self-suffi ciency and sustainability. 

These three fi nancial products, plus a number 
of nonfi nancial facilities might open up a whole 
new world of possibilities to the current members 
of  SCAs, lending groups and entrepreneurs.

Igor Gudumac, Marketing Specialist, Moldova Microfi nance 
Alliance & MicroInvest, igor@mma.dnt.md

SCA member-borrower in the bee business

MicroInvest Team
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Year of Social Mobilization in Kyrgyzstan 

  2004 has been declared the “Year of Social Mobilization in Kyrgyzstan.” This mea-
sure is expected to promote social activities among citizens, and the implementation 
of new programs for improving the living standards of various layers of the popula-
tion. Financial institutions, in particular microfi nance institutions, play one of the 
most important roles in implementing state programs and improving socially oriented 
systems. After all, the mission of microfi nance institutions is to improve the con-
ditions of underserved sections of the population, assist in poverty alleviation and 
reduce the unemployment rate by providing fi nancial services to the population. The 
Bai Tushum Financial Fund is one of leading micro-credit agencies that assists for 
improving the well-being of the poorest sections of the country’s population. 
Starting in December 2003 Bai Tushum, in collaboration with the GTZ project “De-
velopment of Trade and Service Cooperatives,” is implementing a new loan product. 
Under an agreement between MCA BTFF and GTZ project “Development of Trade 
and service Cooperatives” and its regional partners in Osh and Jalalabad oblasts (Tec-
Center and Rural Consulting Service), primary and secondary cooperatives were es-
tablished. 
Primary cooperatives consist of members of newly set up or already active groups liv-
ing in one village who knowi each other very well and are engaged in the same kind 
of agricultural activity. Primary members represent a similar fi nancial status - the size 
of their plots does not exceed 1 hectare per cooperative member.
The GTZ project in Naryn oblast together with its RCS regional partners in Jalalabad 
and Tec-Center in Osh oblast will play a role in the secondary cooperative during the 
pilot period (in 2004). 
MCA BTFF plays one of the most important roles in this project, disbursing micro-
loans to cooperatives for development their agricultural activities. Thanks to MCA 
BTFF loans, secondary cooperatives will be able to purchase fuel, fertilizer for the 
primary cooperatives, and provide them with all the necessary facilities for sowing. 
Fund’s microcredits contribute to carrying out the activities of both secondary and 
primary cooperatives.

In the fi rst stage, self-help groups and primary cooperatives were established by the 
“Development of trade and service cooperatives” project. From December 2003 to 
February 2004, the project provided training programs and consultations to primary 
cooperatives. Thus, 50 primary cooperatives were established in Jalalabad and 40 in 
the Osh regions.  

At present, cooperative members are taking special courses on growing agricultural 
products, using fertilizers, and making a technical map of their plot. The training per-
sonnel of GTZ, RCS and TEC Center are training them how to rationally and effec-
tively run their households. After undergoing special programs, BTFF will disburse 
micro-loans to the best-trained primary cooperatives based on GTZ project recom-
mendations. The maximum loan size per primary cooperative member is 20,000 soms 
on a collateral-free basis at 20% per annum. Each primary cooperative member shall 
bear responsibility for the other cooperative representatives when signing an agency 
agreement with BTFF. 
As the project was very well received in the pilot areas, MCA BTFF and GTZ is 
working at implementing the same model not only in Jalalabad, Osh and Naryn 
oblasts but in Chui region as well. 
According to its social mission, MCA BTFF will strive to provide services to all of 
the entire country’s social groups and to develop new loan products in order to meet 
their needs and requirements. 

Bai Tushum Financial Fund - Kyrgyzstan

Since November 2003 the Bai Tushum Finan-
cial Fund has been working on improving the 
socioeconomic situation of women residing in 
remote regions of the country. In the framework 
of CGAP/IFAD Pro-Poor Innovation Chal-
lenge, the fund has developed a loan product 
to fi nance groups of women engaged in milk 
production. 

The decision on rendering fi nancial support to 
women was made due to their diffi cult position in 
the country, deterioration of their fi nancial status, 
physical and psychological condition in the 10 
years since the collapse of the Soviet Union. The 
sharp transition to a market economy resulted in 
a host of consequences such as deep economic 
and psychological crises, mass unemployment, 
and people’s overall impoverishment. 

Women and children in such an environment 
are the most vulnerable group of society. It is 
women who are subjected to discrimination on 
the labor market and other humiliations regard-
ing their sex. Unemployment is one of the vivid 
social phenomena that endangers safe inhabita-
tion of women and children in their own families. 
This is why the fund set itself the task of poverty 
reduction among women residing in the remote 
regions of Kyrgyzstan. 

A pilot project on group lending for women was 
launched in the Osh branch. By the end of Feb-
ruary 2004, 18 women’s groups (more than 
100 women) were established in the Kara-Sui 
and Uzgen regions of Osh oblasts that were 
able to purchase milk cows and equipment 
for milk processing. Microcredits for self-help 
groups (SHGs) were disbursed on a collateral-
free basis at a good interest rate for the term of 
18 months. 
On forming SHG NAC Bai Tushum closely col-
laborated with the representative offi ce of the 
Rural Consulting Service in Osh oblast. Here 
they provided training courses for group mem-
bers, conducted screenings and prepared women 
for entrepreneurial activities. Groups became 
more integrated thanks to RCS - they chose a 
representative leader, and became members of 
SHG Association. Financial funds are needed to 
make the mechanism of social mobilization more 
effective. Bai Tushum rendered the essential sup-
port to established groups by disbursing micro-
credits.   
Thus, the fund’s micro-loans contributed to the 
social mobilization of groups, and became a new 
source of profi table activity for rural women. 
Thanks to the microfi nance services of the fund 
more than 100 women have been employed and 
received income. In addition, each SHG member 
by the end of the fi rst phase of project will be 
able to keep a calf from one of their cows. MCA 
BTFF believes that after the successful comple-
tion of the fi rst phase, lending by the SHG scheme 
will spread to other regions – Jalalabad, Chui and 
Issyk-Kul oblasts. 

Gulnara Shamshieva, Bai Tushum Financial Fund, Kyrgyzstan 
gshamshieva@baitushum.com
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In microfi nance, governance refers to the mechanisms through 
which donors, equity investors and other providers of funds en-
sure themselves that their funds will be used according to the in-
tended purposes. Such control mechanisms are necessary because 
managers and providers of funds may have diverging preferences 
and objectives. Managers, for example, may work towards ful-
fi lling the mission but they may also have preferences for non-
pecuniary rewards. In the corporate governance literature, this 
problem is known as the agency problem and the associated costs 
as agency costs. The goal of every governance mechanism is to 
minimize agency costs by aligning the objectives of providers of 
funds with the objectives of managers.

Key mechanisms of an effective governance framework are own-
ership, board of directors, CEO and board member remuneration, 
auditing, and the market for corporate control (Keasey, Thomp-
son & Write, 1997). The paper “Governance and Performance 
of Microfi nance Institutions in Central and Eastern Europe and 
the Newly Independent States” by Professor Valentina Hartar-
ska, Auburn University, USA, examines the infl uence of external 
mechanisms of control such as rating, auditing, and supervision 
by regulatory authorities, and internal mechanisms of control 
such as board independence and diversity, and management re-
muneration. Microfi nance institutions (MFIs) operate in diverse 
economic and institutional environment and vary by organiza-
tional type (NGO, banks etc.), size and age. The role of these 
factors is incorporated in the analysis.

The objective of an MFI is to achieve outreach and sustainability. 
The study estimates the impact of each governance mechanism 
on outreach—measured by the number of active borrowers and 
by depth of outreach—and on sustainability—measured by ROA 
and by operational self-sustainability.

External governance mechanisms play a limited role. In particu-
lar, supervision by regulatory authorities, and rating (donor or 
network mandated) do not affect performance1.  MFIs with au-
dited fi nancial statement, however, reach 100 percent more bor-
rowers than MFIs without audited fi nancial statements. The board 
is an effective governance mechanism, as MFIs with local boards 
achieve 50 percentage points higher operational self-sustainabil-
ity. Larger boards and boards with a higher proportion of insiders 
have worse fi nancial results. Specifi cally, holding all other factors 
fi xed, adding one board member would worsen operational self-
sustainability by 10 percentage points, and replacing one director 
with an insider would worsen ROA by 6.6 percentage points2. 

Policies to promote board diversity seem appropriate. Results in-
dicate that replacing one board member with a woman (which 
is equivalent to increasing the proportion of women by about 
17 percent) would improves depth of outreach by 58 percentage 

points, breadth of outreach by 48 percent, and ROA by 21 per-
centage points3.  Somewhat surprisingly, local businessmen on 
the boards improve not sustainability but outreach; for example, 
replacing one board member with a local business person would 
increase the number of borrowers by 35 percent. The pursuit of 
both outreach and sustainability, it seems, may create diffi culties 
for stakeholders who, by being represented on the board, hope to 
protect their interest. For example, results show that if one board 
member is replaced by a donor representative, depth of outreach 
would improve by 40 percentage points, but the number of bor-
rowers served would decrease by 42 percent, and operational 
self-sustainability would worsen by 20 percentage points. On the 
other hand, replacing one board member with a person with fi nan-
cial and banking skills would improve ROA by 4.25 percentage 
points.

The analysis also sheds light on whether clients should be rep-
resented on the board. Results indicate that a replacement of a 
board member with a client would improve operational sustain-
ability by 27 percentage points at the expense of 80 percentage 
points of depth of outreach.

The study fi nds that traditional mechanisms that serve to align 
the interests of managers with those of other stakeholders have a 
limited role in microfi nance. Performance–based compensation 
does not improve MFI performance. Underpaying mangers, as 
suggested by the literature on NGOs, is ineffective and MFIs with 
underpaid managers achieve 2.4 times less outreach than manag-
ers who are adequately compensated. Manager experience does 
not affect sustainability and its impact on depth of outreach is 
small in magnitude (35 percentage points for 10 years of experi-
ence).

Finally, economic, institutional and MFI specifi c factors should 
be taken into consideration when evaluating the performance 
of MFIs and their managers. The size of the economy impacts 
positively outreach and sustainability, while high infl ation harms 
both. Banking sector reform infl uences sustainability negatively 
but improves depth of outreach, perhaps because competition 
from other banks forces MFIs to serve poorer clients. Infrastruc-
ture reform improves both outreach and sustainability, as it de-
creases costs to MFIs and their clients. Improvement in competi-
tion policy worsens depth of outreach maybe because it makes 
wealthier borrower more attractive. Everything else equal, NGOs 
and non-bank fi nancial institutions have about 200 percentage 
points better depth of outreach. 

In summary, the paper presents the fi rst evidence on the link be-
tween governance and performance in microfi nance. It shows that 
stakeholders should not rely on external governance mechanisms 
to protect their interest and, if outreach is an important goal, 
stakeholders should compensate managers adequately. At the 
moment, the board is a powerful governance tool, assuming that 
it is not engaged in rubberstamping managers’ decisions. Local 
environment and institutional factors matter and should always 
be included in a cross country analysis.

“Governance and Performance of Microfi nance Institutions in Central and Eastern 
Europe and the Newly Independent States,” Professor Valentina Hartarska, Auburn 
University, USA
hartarska@auburn.edu

 1 All results apply for the period 1998-2002 and take into account MFI type, age and 
size as well as local economic and institutional factors.
 2 The magnitude of change applies for a board consisting of 6 members, which is 
the average value for the sample. In addition, replacing one board member refers to 
replacing one board member of a type not affecting performance with a type affect-
ing performance. Insider refers to an employee of the MFI. 
3  Assuming that depth of outreach is 200, improvement of depth of outreach by 58 
percentage points is equivalent to depth of outreach of 142 (or lowering the average 
loans size so that the ratio goes down to 142). Improvement of breadth of outreach by 
48 percent, on the other hand would indicate that if the number of active borrowers is 
2,000, improvement would be by 960 borrowers; that is, 2,000*1.48=2,960. 

GOVERNANCE IN MICROFINANCE 



www.mfc.org.pl/networking ISSUE NO.1/2004

5

In post-war Bosnia and Herzegovina as World 
Vision International (WVI) began with micro 
credits, there were just a few micro-credit pro-
grams due to the very high barriers for enter-
ing, such as a lack of appropriate legislation, 

an insecure environment, and an unfamiliarity of the people with 
small businesses, etc. Nowadays, the barriers for entering are 
low, the legislation on micro-credit organizations is in place, and 
people are learning quickly about small businesses. All of this has 
resulted in an increase of competition. All competitors are trying 
to be focused, visible and recognizible in order to fi nd their own 
market; all of us are keen on the development of new products, 
services, ideas, promotion and strategies for segmentation. Con-
sequently, our market is becoming more and more sophisticated 
every day. It is very important to provide market-oriented prod-
ucts and services and design them according to the needs of cli-
ents. At the same time, it is now more important than ever to have 
a good image, marketing and market research strategy, and it is 
crucial to investigate what kind of organization identity we have, 
and what motivates our clients to buy from us and remain loyal to 
us. These issues are very common in the commercial sector and, 
as we have seen, many MFIs are using some basic principles, 
guidelines and tools particularly in the segment of promotion and 
image-building strategies. 

But aren’t our clients different from those served by the commer-
cial sector?  Aren’t our missions, core values and social goals also 
different from those in the commercial sector? Do we need to ap-
proach our clients differently, and use new, or at least redesigned 
methods, according to their needs, customs and preferences, in 
sending our promotional message to them and to the general 
public, as well as the community we work in? In MKO EKI we 
think we should have a different approach. In order to investigate 
how to do all of the above in a most-effi cient way, we decided to 
conduct our research with a clear objective - to fi nd out the most 
effective ways of promotion for MKO EKI BIH.

Methodology and areas covered by the research

In EKI we conducted very serious and comprehensive research. 
The research was conducted by Danko Nikolic and Kenan Crnkic 
(both certifi ed service providers from Micro Save Africa Market 
Research for MFI tools). 

We have used all kinds of sources and conducted primary and 
secondary research and combined quantitative and qualitative 
data-collection methods, including the following:

• data from MIS, on typical client and their preferences;
• data from surveys: promotion tools survey, positioning level 

survey, branding and image survey;
• data from application forms and other records;
• data from staff feedback sessions, suggestion boxes;
• data from a promotion-competition matrix (this is a matrix 

we developed for this research - it includes all known meth-
ods of marketing communication and how, when and where 
they have been used by our main competitors); 

• FGD (focus group discussion) in general about preferences 
towards promotion methods, EKI image and organization 
identity, personifi cation, and of course, the most effective 
methods of promotion;

• PRA (Participatory rapid appraisal forms) with special atten-

tion to the following: 
 a) promotion attribute ranking - a tool that shows effectiveness 

of different promotion methods e.g. TV, radio, newspapers, 
leafl ets, presentations, word of mouth marketing, posters, 
presentations etc., 

b) relative preference ranking - a tool that shows how different 
methods of promotion were used by different competitors 
formally and informally.

 
The research covered EKI’s new, repeat and potential clients, as 
well as the general public from the territory of Bosnia and Herze-
govina. We had a good gender balance, and we covered both rural 
and urban areas with special attention paid to rural areas. 
After six months of conducting research, collecting data and ana-
lyzing our results, we came up with some very interesting, useful 
and challenging fi ndings regarding promotion, but also regarding 
other related and important topics.

Some general fi ndings and conclusions 

For reasons of confi dentiality, we cannot present here our con-
crete fi ndings, but I must say that we were quite surprised to see 
which promotion method was considered most recognizable by 
our clients. The fi ndings were opposite some marketing dogmas 
and defi nitions that are common and already used as mantras in 
the commercial sector. However, upon our analysis we concluded 
that our clients are different from those served by others!

It is important to underline that those conclusions and recom-
mendations came from people we serve; the people for whom we 
work and exist. In general, they told us how they would like us to 
promote EKI, how they would like to be approached, what they 
like and what they think we should improve about our promotion 
strategy (for instance, more indirectly, but at the same time using 
more people they can identify with). 
It was very interesting to see them put some typical, well-known 
and very expensive media in the last place (on the PRA map) 
in answer to our question „which way (kind) of promotion drew 
your biggest attention.” One of the conclusions, obviously, was 
that a good and effective marketing strategy does not necessary 
have to be expensive - far more, it has to be well targeted and 
appropriate to the tastes of the group that we would like to ap-
proach. At the same time, the clients recommended that we use 
other promotional methods, basically telling us how and when to 
use them. 
In terms of image, the clients sent us a clear message: „What we 
are communicates more clearly than anything we say or do!” We 
learned, that the new concept of famous marketing 4P should be 
“people, people, people, people.” And that the best new market-
ing ideas are located between the ears of our employees and our 
clients. 
To take advantage of this idea generator, we have to create an 
attitude of listening to and learning from our clients on a daily 
basis. I would like to underline the importance of staff training 
on this, as well as the importance of institutionalization of market 
research activities on all levels and functions in an organization. 
Because market and client needs are changing forever, we have to 
be able to monitor them on a regular basis.

Promotion is very important, according to our clients, but it has 
to be done at the right time, in the right place,  be consistent with 

EFFECTIVE WAYS TO PROMOTE MFIs
AN OVERVIEW OF RESEARCH CONDUCTED

IN MKO EKI BiH
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the image that we would like to create and through appropriate 
promotion tools, methods and media. Most importantly, however, 
it has to be in line with our clients’ needs, culture, attitudes and 
sometimes almost hidden preferences. This client-oriented ap-
proach can be a decisive factor in surviving and growing on the 
market and in the environment characterized by aggressive pro-
motion and emerging competition. I am personally of the opinion 
that using this approach (learning from our clients and reviewing 
on a regular basis) is the only way to fi nd out the most effective 
ways of promotion, for other organizations as well as for the mi-
crofi nance industry in general. 

There is no magic formula when it comes to the best form of pro-
motion for MFIs, but the best and most certain is to consider some 
best theories, best practices and lessons learned from others. 
On that basis, market research should be obligatory for many rea-
sons, from particularities of the region to the targeted population. 
This will enable learning from our clients about the best ways of 

promotion in their opinion. However, that process should be con-
tinuous, since preferences as well as competition are constantly 
changing. The only way to achieve this is to create an organiza-
tional structure based on a client-oriented approach and attitude 
of change management. It is a cost-effective way that would, at 
the same time, lead to the best possible results in all fi elds, as has 
been the case in MKO EKI. In my opinion, it is crucial to adopt 
such an approach as soon as possible, both for individual MFIs 
and for the whole microfi nance sector. Generally, I consider it 
imperative for survival and further growth of each organization.

Kenan Crnkic, Operation Manager, MKO „EKI” in association with WVI, Bosnia 
and Herzegovina
Cell: +387 61 796 286
Email: ekiopze@bih.net.ba; kenancrnkic@hotmail.com.
www.mkoeki.com

BANK – MFI PARTNERSHIPS IN GEORGIA

 In September/October 2003 Georgian Microfi nance Stabilization 
and Enhancement (GMSE) – a USAID-funded project – conduct-
ed a mapping survey to give direction and develop a strategy for 
Year 1 of the implementation and aimed to assess the most urgent 
needs pertaining the fi rst six of GMSE’s seven tasks. 
Presented results refer to Task 3: Develop Partnerships with 
Commercial Banks with Branch Networks and Non-bank MFIs 
to Provide Additional Financial Services to MFI Clients.

 There were no true partnerships between the non-profi t NBMFIs 
and banks interviewed. All the non-bank MFIs (NBMFIs) sur-
veyed used the banks for cash holding and transfers – due to secu-
rity concerns, the existence of a bank in a region is a prerequisite 
for an NBMFI’s operations. In some instances, non-bank MFI 
loan disbursements and repayments take place at banks. Some 
NBMFIs have credit lines from commercial banks for loan capital. 
One non-bank MFI even used its bank’s gold pawn department to 
appraise the gold used as collateral by its own clients. But NBM-
FIs have found that even these simple relationships can be fraught 
with competitive danger. In the case of one non-bank MFI whose 
clients were making their repayments directly to a commercial 
bank, the bank in question decided to go more “down market” in 
its lending, and used the NBMFI’s client list as a starting point for 
its activities. Future bank/non bank partnerships will need to be 
structured carefully, with these competitive sensitivities in mind. 
However, the GMSE team found one bank/NBMFI partnership, 
between the BBK Financial Group, and the JSC Maritime Bank. 
BBK, which is based in Batumi, has taken an unusual approach 
to microfi nance. BBK utilizes promissory notes, drawing up a 
note with an average of 3-4% interest per month and “purchas-
ing” it from the “borrower.” The company then sells the note to 
the bank. BBK has an account in the bank, and retains the risk for 
the note after sale. Georgia’s non-profi t NBMFIs remain clients 
of banks, rather than partners. As can be seen from the diagram 
below, few non-profi t NBMFIs are fully utilizing bank services 
and opportunities, and aside from receipt of fees for services or 
interest income on loans extended to non-bank MFIs, banks have 
not been greatly benefi ting from the relationships. Again, the sole 
exception is the partnership between the for-profi t BBK Financial 
Group and the JSC Maritime Bank, which is represented in the 
upper right corner of the diagram.

Several non-profi t NBMFI managers interviewed felt that banks 
had little understanding of the services and benefi ts NBMFIs of-
fered. While interested in working more closely with banks, the 
managers had little idea as to how. Some opportunity exists to ex-
pand linkages between banks and non-banks (see below), though 
there are also weighty barriers.

Barriers to Partnerships
There’s good reason why cooperation between banks and non-
bank MFIs in Georgia has been limited. Georgian commercial 
banks and non-bank MFIs are competitors. Nonbank MFIs are 
becoming more commercially oriented and professionally oper-
ated, while commercial banks are moving into the microfi nance 
market, narrowing the gap between the two and increasing com-
petition. This trend is good news for the consumer, as it fuels 
product and delivery innovations and diversifi cation. However, 
it makes partnerships between bank and non-bank MFIs prob-
lematic.
The success of partnerships between banks and NBMFIs will, 
therefore, depend on non-bank MFIs’ ability to differentiate 
themselves from banks, reducing the competitive threat. But even 
with such differentiation, non-bank MFIs have cause to be wary 
in basing their long-term strategies on close partnerships with 
commercial banks, as the latter move more deeply into the micro-

Bank/MFI Partnership Continuum
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fi nance market. Georgian NBMFIs can and should, however, ex-
pand their use of banks’ services. A fi rst step to facilitate this will 
need to include training by the GMSE team that outlines different 
types of linkage opportunities, as well as facilitating information 
sharing between non-bank MFIs which have successful linkage 
relationships. And as a fi nal warning, NBMFIs must take care not 
to share their client information too freely with commercial banks 
and to provide employee incentives in order to retain their best 
staff.

Model Linkages
Globally, a range of bank/non-bank linkage possibilities have 
evolved. These include:

The greatest opportunities for expansion of linkages involve the 
fi rst two options – banks lending to NBMFIs and the utilization 
of bank front and back offi ce services by NBMFIs. These services 
include the use of banks for receipt of loan funds, utilization of 
banks’ gold assessment facilities, use of banks’ payroll distribu-
tion system, using banks to hold clients’ cash collateral, etc. A 
few Georgian NBMFIs are already exploiting these relationships, 
and others could learn from their successes. Facility sharing – a 
simple and logical idea on the surface – is surprisingly fraught 
with diffi culty in Georgia. Few Georgian banks have the facilities 
to handle the massive number of microfi nance clients which non-
bank MFIs service – at least in the larger cities. And the  NBMFI 
whose client list was “stolen” by its partner bank will likely be 
hesitant to enter into a similar “space sharing” relationship again.
The sixth linkage – utilizing non-banks as fi nancial intermediar-
ies – tends to provide transaction cost savings. It has been used 
to great effect by the BBK Financial Group and the JSC Mari-
time Bank. This type of linkage is generally most successful in 
environments where banks do not have existing infrastructures 
and have little experience with microfi nance. However, the larger 
Georgian banks have infrastructures equal to or better than those 
of existing non-bank MFIs, with impressive coverage in regions 
outside Tbilisi~. And commercial banks are quickly gaining expe-
rience in microfi nance. Therefore, the GMSE should facilitate a 
“lessons learned” session facilitated by BBK for other NBMFIs, 
and quickly. BBK has already agreed to assist with this. As com-
petition between banks and NBMFIs increases, the window of op-
portunity for partnerships is closing.

Sample linkage Utilized by 
G e o r g i a n 
n o n - b a n k 
MFIs?

Constraints

1. Banks lending to non-bank 
MFIs

Yes vague legality

2. Non-bank MFIs utilizing front 
or back offi ce services of com-
mercial banks (e.g. using banks 
for loan disbursements and col-
lections)

Yes none

3. Banks and non-banks sharing 
facilities

Yes competitive pressure/
potential to “steal” cli-
ents

4. Non-bank MFI clients gaining 
access to products/services of 
commercial banks

No competitive pressure/
potential to “steal” cli-
ents

5. Banks buying non-bank MFI 
portfolio, or merging with non-
bank MFI

No none

6. Non-bank MFIs acting as agents 
of banks or banks contracting 
with non-bank MFIs to conduct 
operations

Yes (BBK 
and the 
M a r i t i m e 
Bank)

Lack of bank demand. 
Banks are frequently 
more effi cient micro-
fi nance providers and 
have strong regional in-
frastructures for lending

Summary and Recommendations
Non-bank MFIs need banks for their cash operations, however, little 
real partnership activity has gone beyond that. This is partly due to 
not fully appreciating or understanding the range of possibilities and 
benefi ts of linkages, and partly due to the competitive threat banks 
and MFIs pose to each other. The latter threat is real, as banks dis-
cover that the market for large loans – particularly in the regions – is 
saturated and they begin to move “down market.”
 “Potential for cooperation between banks and microfi nance insti-
tutions dwindles and competitive pressures set in when banks start 
testing the microfi nance market for themselves and microfi nance 
institutions develop strategies for transforming into formal fi nancial 
institutions.” 

Any attempt at facilitating bank/non-bank partnerships must, there-
fore:

• Educate both types of organizations as to linkage benefi ts and 
possibilities;

• Facilitate information sharing between non-bank MFIs which 
currently have successful linkage relationships with commercial 
banks, particularly including the BBK Financial Group;

• Through training and technical assistance, encourage product 
and target group differentiation between banks and non-bank 
MFIs in order to reduce the competitive threat; and

• Develop partnerships that emphasize technical linkages, rather 
than long-term cooperation.

In short, real partnerships may not be realistic in the Georgian en-
vironment. However, existing linkages can be improved and new 
linkages developed, with banks lending to MFIs, NBMFIs operating 
as agents of banks as BBK has, and expansion of MFI use of bank 
services (disbursing loans through the banks, etc.).

Microfi nance Mapping Survey 2003, Georgian Microfi nance Stabilization and Enhance-
ment (GMSE), Kristen Weiss, Microfi nance Specialist Kristen_weiss2001@yahoo.com

Georgia Microfi nance Stabilization and Enhancement 
(GMSE) is a four-year, $10 million project funded by the 
U.S. Agency for International Development (USAID). The 
principle objective of the GMSE Project is to stabilize and 
strengthen microfi nance institutions in Georgia. To accom-
plish this objective, the project will (a) award up to $5 million 
in grants to Georgian microfi nance institutions based on best 
practices, and (b) provide technical assistance to microfi nance 
institutions in order to ensure their long-term stability and sus-
tainability. Special effort will be made to ensure that rural and 
women-owned enterprises benefi t from GMSE’s work. GMSE 
will be implemented through seven interrelated tasks. 

Task 1: Promote the Unambiguous Legal Status and Tax 
Treatment of Non-Bank MFIs 

Task 2: Increase Operational and Financial Sustainability of 
MFIs 

Task 3: Develop Partnerships Between Commercial Banks 
and Non-Bank MFIs 

Task 4: Increase the Institutional Stability of MFIs 

Task 5: Develop Financial and Market Data 

Task 6: Develop a Public Information Program to Promote 
Sustainable Microfi nance 

Task 7: Design, Launch, Manage and Monitor the Credit In-
novation Grant Program (CIGP) 
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SAVINGS AND TECHNOLOGY

As the focus within the microfi nance world shifts to a fi nancial 
sector approach and the need to provide clients with a range of 
services (i.e., not just microcredit), many institutions are consid-
ering a move towards taking deposits.  In doing so, they become 
subject to more rigorous regulation, and it is essential that their 
information management capacities are strong.  In this paper, we 
will consider the repercussions on technology requirements for 
institutions that begin to offer traditional savings services. 

Operational Considerations
As soon as an institution moves towards providing savings, soft-
ware can no longer be restricted to the back offi ce.  The biggest 
change will often be a shift in organizational thinking as the tech-
nology enables many more users to interact with the system to 
perform their daily duties, eliminating operational bottlenecks 
and increasing points of service.  With this comes the need for 
a focus on information management security.  Users need to be 
issued individual passwords and accept the responsibility of run-
ning their own accounts as they understand a new security cul-
ture.  Administrators need to implement policies to protect and 
manage the data.  Management needs to emphasize that the soft-
ware is meant to provide information to staff when they need it 
and how they need it.  Typically, the institution will need to run 
a teller type window and give a confi rmation of transactions to 
the client. 

People and Culture
The human factor is often overlooked, yet resistance to change 
and new procedures remains a signifi cant reason why technology 
initiatives fail.  Natural resistance to change comes when individ-
uals do not feel valued or are unsure of their role going forward.  
Management must begin to prepare staff as early as possible for 
the upcoming changes in technology, organizational thinking, 
culture, and way of doing business.  If the users of the system 
perceive a challenge to their old way of working with no apparent 
benefi t, they may sabotage the changeover process, either directly 
or indirectly.  It is therefore important that management and the 
technology task force consider strategies to motivate employees 
to adopt the new technology and operational processes.  Training 
and communication, reviewing job roles and responsibilities, and 
aligning incentive plans are all means for achieving this outcome.  
Some organizations have found that a symbolic means of “griev-
ing the old” can help in the transition and acceptance of the new.  
For example, a staff gathering to burn all the old receipt books or 
forms would strongly demonstrate the new work reality.  Given 
the opportunity, employees are quite capable of inventing cre-
ative alternatives to release the old way and embrace the new 
way of operating.  In addition, it allows them ownership in the 
change process.  Implementing new technology is hard work and 
staff must be motivated, supported and rewarded for helping the 
institution to successfully make the change and achieve its busi-
ness goals.

Legal Considerations 
In some places, the statute books have not yet caught up with the 
advances of technology and this may prove to be a real constraint 
in the way services can be offered to clients.  Institutions may be 
required to ensure a certain level of information security, which 
may or may not be specifi cally mandated by law.  In Peru, the 
bank superintendent has mandated that regulated microfi nance 
institutions use robust and secure databases.  In cases where the 

law is not explicit, an institution may still be found liable if ad-
equate measures are not in place to protect depositor’s savings.  
An institution in Asia has found it prudent to call its branches 
“collection centers” to circumvent legal restrictions which restrict 
withdrawals from savings accounts.  Another alternative could be 
to use automated teller machines (ATMs), which are likely to not 
even be referenced in any existing laws.

Audit Considerations
A shift away from manual processes often necessitates alternative 
ways of logging transactions to reduce the risk of fraud.  Conse-
quently, the software has to have robust ways of tracking transac-
tion history.  Cash controls for tellers are particularly important.  
Also, it must be possible to treat dormant accounts differently, to 
protect the depositor’s savings.  The software must require su-
pervisory authority to deactivate accounts that become dormant, 
with adequate logging and reporting on such procedures.

Flexibility in Product Defi nition
As institutions mature and market competition increases, they 
need to be able to react with new and innovative products that 
clients need and want.  A management information system soft-
ware application (MIS) must provide a high degree of fl exibility 
in defi ning the parameters for new products at a global level and 
at the individual account level.  For instance, some institutions 
might fi nd they need added fl exibility to specify parameters such 
as interest rate at the time the account is opened, against a range 
of values that can be selected.  Or maybe, clients may choose to 
restrict the number of times they can withdraw in a month for 
a slightly higher interest rate.  Term deposits are products that 
need to be specifi ed and managed in a different way – this option 
should also be available in the software.

Interest and fee calculation
Interest can be calculated in many different ways, and software 
will need to allow a variety of periods for interest accrual (days or 
months), allow the setting of minimum periods to qualify for the 
rate, and establish penalties as required.  In many jurisdictions, 
the institution has to withhold tax on the interest paid to clients 
and this also needs to be calculated and integrated with a chart of 
accounts in a way that makes these transactions easy to report.
In addition, many institutions will have to ensure that they re-
cover the costs associated with offering such services to clients.  
Typically, they may want to impose fees on particular transac-
tions or levels of transaction activity.  It must be possible to set up 
fees and link them with products so that they can be automatically 
charged to an account.

Information Analysis
In order to understand the implications of offering certain fi nan-
cial products, managers must have tools to help them analyze in-
formation about their clients and the costs associated with deliv-
ering and offering certain services.  Being able to determine the 
cost basis for a product is a basic requirement for honing product 
development.  An institution must be able to understand the costs 
of taking deposits (transaction frequency versus transaction cost) 
and set on-lending rates high enough to cover those costs at a 
profi t.  Understanding client behavior patterns will also help in 
understanding which services are popular with clients and when 
they are most likely to want them (time of day, week or year).  All 
these various kinds of information may also serve in the develop-
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ment of new products.

Customer Service
Technology offers many new and improved ways to serve cli-
ents.  Institutions need to be able to innovate and serve clients 
faster and cheaper.  When making deposits, clients will be dis-
suaded by long queues.  Faster alternatives should be offered to 
allow them to make deposits, withdraw their cash and view their 
account details.  Software that offers modules to allow the use 
of ATMs, smart cards and kiosks therefore offer an advantage.  
These technological innovations may actually prove critical in 
helping the institution build a strong savings base, making acces-
sible a cheaper source of funds for on-lending.

Cost
There are many “hidden” costs associated with implement-
ing new software and the task force team needs to be aware of 
these when constructing a budget.  The budget should include the 
costs for software and hardware and ensure it covers recurring 
and additional costs such as maintenance and third party licens-
ing.  It should also include (a) people costs – the costs for ad-
ditional consulting services, trainers and testers (b) consumables 
and other services such as offi ce supplies, telecommunications, 
transportation, insurance, (c) offi ce space requirements – for ex-
ample, changes in infrastructure may require air conditioning and 
generators, or a theft prevention system.  Offi ces also need fur-
niture and lighting that are ergonomically correct for the type of 
technology selected.

Management Considerations
As institutions mature and diversify their products, especially 
savings products, the need to be preemptive in creating strate-
gic technology plans increases.  Management should seek advice 
from technology specialists, both inside and outside of the orga-
nization.  They must establish technology priorities, set realistic 
short and long-term objectives, make choices that are measurable 
and directly linked to operational goals, and allocate suffi cient 
fi nancial and human resources to achieve them.  Soliciting good 
system support people is critical – whether staff, part-time con-
sultants, advisors, or through a commercial vendor.  Technology 
is a broad fi eld with many areas of specialty; no one technologist 
can suffi ciently support an institution’s needs.  Having a diverse 
group of technology advisors is a signifi cant benefi t for a man-
ager.  Most importantly, management should cultivate change 
capital™ across the institution by providing strong leadership for 
change and the necessary education and incentives to motivate 
employees, which will result in the highest return on technology 
investments.

Laura Frederick is an IT Consultant and train-
er for microfi mance and founder of echange, 
LLC.  Clients include CGAP, IDB, USAID, 

AusAID, KFW, and Chemonics International.  Dayo Forster is currently working 
as an IT specialist in microfi nance, consulting for CGAP and echange. They can be 
reached at lfrederick@globalechange.com

 

MICROCREDIT ORGANIZATIONS AND SAVINGS 
MOBILIZATION IN BOSNIA AND HERZEGOVINA

For the past seven years Bosnia and Herzegovina has been 
struggling to regain a viable economy and to repair the exten-
sive damage of the 1992-95 war. Micro Credit Organizations 
(MCOs) have made substantial contributions to this effort by 
providing credit services to individuals for income generation 
and to entrepreneurs seeking to build small businesses. The 
funding has been provided by governmental and non-govern-
mental organizations. Today, some of the larger MCOs are re-
garded as self-sustainable1,  which has resulted in many of the 
donor organizations no longer providing loans or grants. To re-
main self-sustainable and to grow, the MCOs will have to fi nd 
ways to identify continuous and suffi cient funding sources, at 
reasonable interest rates. One possibility is for MCOs to begin 
mobilizing savings from their borrowers and the communities in 
which they operate.  The goal of this assessment is to determine 
if a demand for deposit services exists within the markets served 
by the MCOs, whether the MCOs are interested in pursuing 
such a solution to long term sustainability, and, if they were to 
transform to begin taking deposits, how such a transformation 
should be implemented. 

Findings

The main fi ndings of the research are that 
• MCOs would like to have the ability to accept deposits;
• There is a demand for savings products in the rural and 

economically disadvantaged population; 

• Banks are unlikely to serve those needs. 

Level of Interest from MCOs

Most of the nine MCOs interviewed2  for the research expressed 
an interest and a desire to collect deposits and to use those de-
posits as an additional source of funds for future loans. However, 
many expressed concern and reticence in committing resources 
to examining this alternative because the existing law under 
which they operate limits them to only making loans. Most plan 
to wait until they see legal changes implemented before they be-
gin to develop plans and strategies for soliciting deposits. A few 
have started to move towards the goal of savings recruitment 
by upgrading their technology systems or conducting modest 
market research, but not much beyond those efforts.

Most MCOs interviewed are exploring new products to meet 
the demands of their clients. This is usually in the form of loan 
products, but some are exploring the possibilities of providing 
leasing or insurance products. A characteristic that MCOs share 
is a strong desire to serve the rural and economically disadvan-
taged population. To do this they need more fl exibility than the 
current law permits to explore different options, including de-
posit services.

The MCOs interviewed voiced strong opinions about the need 
for proper and effective regulation of any organization that ac-
cepts deposit. They believe that regulation is essential to assure 
the public that their deposits are in fi nancially sound institu-1 A self-sustainable organization is one that can survive, continue its mission and 

grow without donor funding. An important aspect of this is fi nancial; the organiza-
tion must be able to cover its operational costs and its cost of funds. Other important 
aspects of sustainability include being able to invest in staff training, product devel-
opment, and infrastructural upgrades.

2 Interviewed MCOs: EKI, Partner, Mikrofi n, LOK, Micro Sunrise, Mi-Bospo, 
Prizma,Sinergija Plus, MikroAldi 
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tions. However, they cautioned that MCOs are quite different 
from banks and should be regulated by a special set of regula-
tions and examiners that specialize in micro credit.

Additionally, they recognize the demands that taking deposits 
will put on their organizations, and most expressed a need for 
outside technical assistance during a conversion period which 
they believe could last up to two years.

Market Demand

The fi ndings show that most Bosnians save, but in different 
ways. Particularly, the rural and economically disadvantaged 
population save in “informal ways,” as opposed to putting their 
money in the banks. Their savings may be in the form of pur-
chases such as building material or animals. What money they 
have is kept in the home. Most expressed a need to have money 
set aside for emergencies. Market research showed that twice 
as many save at home as in a bank. The entrepreneurs presently 
prefer to put most of their profi ts back into their business rather 
than keeping it in the bank.

Because of the destruction from the 1992-95 war, most excess 
funds in the rural areas are being put into reconstruction of 
homes and businesses. However, eventually this use of funds 
will diminish and there will be a greater need for more formal 
ways of savings. 

The Role of Banks

In the rural areas and among the economically disadvantaged, 
banks are still regarded with suspicion because of the losses that 
many experienced with the collapse of the banking system in 
1991. Banks are also viewed as being diffi cult to get to, un-
friendly to less economically well off citizens, and infl exible 
and bureaucratic in their procedures. The more rural (villages of 
2,000 or less) customers have to travel quite far to get to a bank, 
which makes them very inconvenient. None of the banks inter-
viewed for this assessment have plans to expand their branch 
network into the rural areas and will continue to focus on the 
more populous urban areas. 

The research also determined that the economically disadvan-
taged have special needs that are not served by current bank-
ing products. This economic group needs to have frequent and 
convenient access to their account. They usually make frequent 
deposits and withdrawals and in small amounts. This is not a 
type of product that banks are interested in providing. 

The lending methods used by MCOs also differ considerably 
from those of the banks. Banks usually require collateral and 
only lend to properly registered businesses. The very small size 
of the average MCO client would make both of these require-
ments onerous. The average MCO loan is backed not by collat-
eral but guarantors. Most borrowers are emerging entrepreneurs 
and cannot or do not have the fi nancial means to register their 
budding enterprise. The MCOs understand these needs and limi-
tations and correspondently structure their loans requirements. 
Our fi ndings indicate that banks and MCOs serve different 
markets and that both serve an important function of economic 
growth in Bosnia. If MCOs begin taking deposits, they will con-
tinue to draw from a segment of the economy not targeted or 
served by the banks.

Enabling MCOs to Take Deposits

If MCOs are allowed to begin receiving deposits, signifi cant 

changes and assistance will be needed. First, the existing legal 
framework needs to change to allow MCOs to transform to an-
other legal structure. Then, new laws need to be created to allow 
for the functioning of a fi nancial services company other than a 
bank. This structure may be in the form of a savings and credit 
association or a micro bank.

A critical enabling step will be the creation of appropriate and 
effective regulation. What section of the government should 
undertake this endeavor will have to be thoroughly discussed 
and reasoned through. In conjunction with proper regulation, 
deposit insurance is an important consideration. The MCOs be-
lieve that it is an essential step in ensuring the depositors that 
their money is safe.

Because MCOs have, so far, only made loans they would need 
to make a signifi cant infrastructural change both in concept and 
execution to begin receiving deposits. All would need addition-
al hardware and software, as well as capacity building in market 
research and product development. When all of these enabling 
steps have been taken, the MCOs will need to have a strong, ef-
fective, specifi cally targeted publicity program.

There are two donor initiatives underway in BiH which will 
have implications for the MCOs. The World Bank is working 
to change the existing Law on Microcredit Organizations and 
to create a new law on Finance Companies. First, it will amend 
BiH microcredit law to allow an MCO to fund, or to invest in 
a for-profi t, shareholder- or member-based organization. Once 
the amendments are in place they will launch an effort to create 
a new law that will allow for the creation of fi nance companies. 
The amendments to the Law on Microcredit Organizations will 
not address how an MCO should initiate a transformation; only 
allow it to do so. The alternative structures will have to be ex-
plored by the MCOs. 

The International Fund for Agricultural Development (IFAD) 
is working on a new law allowing the creation of Savings and 
Credit Associations (S&Cs). As part of a project to develop a 
replicable model of sustainable, small-scale commercial live-
stock production, IFAD is seeking to support the development 
of an S&C industry to help rural areas establish small saving and 
credit associations in which the farmers would be the members. 
The fi rst obstacle to getting this concept underway is the lack of 
a law under which such institutions would operate, which IFAD 
hopes to complete by year end 2003. They will also support 
the development of regulatory policy and procedures. Once the 
framework has been set up, IFAD will go about developing the 
S&C associations themselves: they are envisioned as small as-
sociations functioning in rural communities. 

The World Bank initiative to create a law for Finance Compa-
nies will give MCOs an alternative that will allow for a more 
expanded product line of loans.  However, it will not provide 
MCOs with the option of taking deposits or of offering other 
fi nancial services.  The IFAD efforts to introduce a new law for 
S&Cs is focused on creating very small organizations that will 
primarily take savings deposits.  There is no consideration or 
collaboration with MCOs on how such a law could benefi t them.  
Based on our research we fi nd that both initiatives fall short of 
both giving MCOs the fl exibility that they will need to properly 
service their markets and providing the resources that they will 
need for long term sustainability.  

“Microcredit Organizations and Savings Mobilization in Bosnia and Herzegov-
ina. An Assessment for USAID” conducted by Financial Sector Business Advo-
cacy Training (FSBAT), Monica Lindh de Montoya, James Kent McNeil, October 
2003
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Background
A strong private sector is vital for increasing incomes among a 
broad scope of the population and for the development of the Ar-
menian economy as a whole. Since 1997, many humanitarian or-
ganizations such as USAID (USA), GTZ (Germany), the Interna-
tional Foundation of Agricultural Development (Italy), ECLOF 
(Switzerland), ICCO (Netherlands), and Izmirlyan Foundation 
(Switzerland), have provided microfi nance services to the most 
vulnerable layers of the Armenian population in order to support 
small business - the biggest slice of registered business in Arme-
nia. These services include granting small and medium credits, 
mainly non-collateralized, to entrepreneurs who cannot afford the 
services of commercial banks. The total number of the programs’ 
benefi ciaries is about 30,000.
Most microfi nance institutions are registered as non-profi t foun-
dations whose loan-granting activities do not fall under the gov-
ernment’s licensing requirements. Simultaneously, since the sec-
ond half of 2002 the “Law on Credit Organizations” was adopted 
to regulate the loan-granting activities of commercial organiza-
tions, which according to law  should be licensed by the Central 
Bank of Armenia (CBA).
In order to provide Microfi nance Institutions (MFIs) a wide range 
of consultancy services, training courses and to support them in 
joining forces for problem solving and networking, since October 
2002 the Financial Banking College Foundation (FBCF) began 
implementation of the “Bank and Non-Bank Financial Institu-
tions Mentoring and Training” (BNBFIMT) program, supported 
by the Shorebank Advisory Services grant, funded by USAID. 
One of the six main directions of this program is the “Assistance 
to MFIs,” which has the following objective: to contribute to 
MFIs in order to create a competitive and stable micro-business 
market in Armenia.

Our Clients
Upon the commencement of the BNBFIMT program, the FBC 
has been cooperating with a number of leading Armenian MFIs 
including: “Aniv” Foundation, “Armenian ECLOF” Foundation, 
“Armenian Habitat” Charitable NGO, “FINCA Armenia” Chari-
ty Foundation, GAF (German-Armenian Foundation), “Horizon” 
Foundation,  MDF  ”Kamurj” Charity Foundation,  “SEF Inter-
national” Ltd. (recently transformed to Credit Organization) and 
UMCOR/“Aregak” Microfi nance Program.

We focused on the following fi ve areas:

1. Technical assistance 
• Strengthening operational management:
• development of organizational charters, branches and representa-

tive offi ces 
• development of a full package of internal policies, regulations 

and procedures 
• New product development, e.g. factoring,  leasing, mortgage 

lending
• Development of the manual, “Description of Abilities and Skills 

for MFI Staff” for fi ve positions.
• Gathering and analyzing of quarterly statistical data of MFIs 
• Providing consultancy on legal issues

2. Training
MFIs have chosen the following subjects for trainings out of 20 pre-
sented topics. The training preparation process begins with the discus-
sion of the syllabus with the management of the organization. There-
fore, trainings are tightly tailored to MFIs’ needs and can consist of one 
or more topics from the listed subjects. For example, the most recent 
training for loan offi cers included three topics: fi nancial analysis, credit 
analysis and communication skills.

3. Lobbying 
Because of legislative changes during the last few years, the loan 
granting foundations are facing unfavorable legal conditions, which 
pose obstacles to further activity. These issues are:

I. The uncertainties concerning the legal status of loan granting foun-
dations, as well as the legal grounds for lending activities
The “Law on Credit Organizations” (in effect since 2002) defi ned the 
loan/credit granting activity as the subject of licensing by the CBA. 
The question here is whether the loan-granting foundations with their 
social missions, sources of funds and non-commercial nature of activi-
ties should fall under this law’s regulations. 

THE MICROFINANCE ENVIRONMENT IN ARMENIA 
INSIGHT FROM A FINANCE BANKING COLLEGE

• Strengths 
• High demand on micro loans
• Professional management of MFIs
• International donors’ support

• Opportunities 
• Unserved regions
• New product development
• Shift from asset- and collateral-backed lending to cash-

fl ow lending

• Weaknesses
• Uncertainty in the MFIs’ legal regulations
• Unequal tax conditions for MFIs vs. Banks and CO
• Lack of product variety

• Threats 
• Institutional and legal instability 
• Excessive government regulation for non-deposit-taking 

MFIs

Microfi nance Market in Armenia SWOT analysis
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The following publications summarize the experience from a 
three-year ImpAct project and have been published by the MFC 
with support from OSI.  You can download these works from 
MFC’s Web page www.mfc.org.pl/Publications.

MFC Spotlight Note #1: Challenging the Industry: Poverty-Fo-
cused Microfi nance in CEE and the NIS (March 2003), Michal 
Matul

MFC Spotlight Note #2: Sustaining Social Performance. Insti-
tutionalising Organisational Learning and Poverty Outreach at 
Prizma (June 2003), Sean Kline 

MFC Spotlight Note #3: Improving Cost-Effectiveness of Explor-
atory Practitioner-Led Research:Key Factors to Consider When 
Selecting Tools (July 2003), Katarzyna Pawlak & Michal Matul 

MFC Spotlight Note #4: Scoring Change; Prizma’s Approach 
to Assessing Poverty (November 2003), Michal Matul and Sean 
Kline 

MFC Spotlight Note #5: Realising Mission Objectives:A Prom-
ising Approach to Measuring the Social Performance of Micro-
fi nance Institutions (November 2003), Katarzyna Pawlak and 
Michal Matul 

MFC Spotlight Note #6: Role of Microfi nance in the Household 
Reconstruction Process in Bosnia and Herzegovina (January 
2004), Michal Matul and Caroline Tsilikounas 

MFC Spotlight Note #7: Cost-effective client assessment in a 
small microfi nance institution: the experience of Demos in Croa-
tia (February 2004), Caroline Tsilikounas and Biserka Kljaic 

MFC Spotlight Note #8: Counting (On)Your Prospective Clients: 
Guiding Principles in Measuring Microfi nance Client Satisfac-
tion and Loyalty (February 2004), Katarzyna Pawlak and Dorota 
Szubert 

MFC Spotlight Note #9: Promoting Client-focused Organization 
- Partner’s Exit Monitoring System (February 2004), Katarzyna 
Pawlak and Selma Jahic 

MFC Spotlight Note #10: Beyond Numbers: Prizma’s Exit Moni-
toring System (March 2004), Michal Matul and Sefi ka Vejzovic 

MFC Spotlight Note #11: Client Desertion - a Microfi nance 
Plague: How To Diagnose It Successfully? (April 2004), Katar-
zyna Pawlak and Michal Matul

 

MFC has recently added a special section to its Web page – IDEA 
Centers. The goal of these resource centers is to stimulate access 
to knowledge in areas critical for regional microfi nance develop-
ment and to create a learning environment.

Themes:
• Regional Microfi nance Sector
• Regional Performance Benchmarks
• General Insights to Regulation and Supervision of Mi-

crofi nance
• Microfi nance Regional Laws and Normative Acts
• Applying Regulation by Risk in CEE/NIS – Current 

Practices and Trends
• Market Research and Product Development
• Monitoring Drop-out and Client Satisfaction
• Evaluating and Improving your Social Performance
• Innovations

Please visit the centre of your interest to read related documents 
and discuss issues on the forum
www.mfc.org.pl/IDEA
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II. Limitation of administrative expenses
According to the “Law on Foundations”, the administrative expenses 
of foundations should not exceed 20% of total yearly expenses. As 
loan generation, monitoring and collection are resource-consuming 
processes, they involve substantial expenses on loan offi cers, which 
form the main portion of administrative expenses. Therefore, the limi-
tations defi ned by the law are intolerable to the loan-granting founda-
tions.  

III. VAT taxation on interest 
According to the recent changes in the legal act “Law on VAT,” from 
January 2004 loan-granting activity is exempted from VAT for all in-
stitutions. FBC considers this fact a mutual triumph, as the VAT pay-
ments of the microfi nance organizations during all of last year consid-
erably exceeded their profi t-tax payments.
The consolidation of MFIs’ effort in problem solving raises the aware-
ness of both government offi cials and the public (through the number 
of publications in the local mass media) about MFI activities and the 
obstacles they face.

4. Networking
Since commencement, the BNBFIMT program initiated the organi-
zation of monthly roundtables for MFIs in FBC, which actually sub-
stituted the MF Forum. The creative environment of the roundtables 
contributed to the decision-making and problem-solving process, as 

well as to the establishment of the close personal relationships among 
the participants-representatives of all MFIs. The relevant information 
and knowledge is disseminated and shared among the roundtable par-
ticipants.

5. Institutional development
Now, when the program enters its fi nal stage (the program will oper-
ate until through March 2004), it is time to think about the program’s 
legacy. We are thinking of continuing cooperation between the MFIs 
and FBC in the fi elds of training and technical assistance.
The program also offers its input in the organization of the union/asso-
ciation for MFIs. This idea is not new and was discussed several times 
with MFIs, when the organizations faced various problems that could 
be solved only by a consolidation of efforts. The program summarized 
the following list of the main functions to be fulfi lled by the union:

• To represent, identify and lobby interests of its members
• To develop a code of ethics and unifi ed standards to evaluate the 

performance of local MFIs 
• To organize credit-rating agencies 
• To provide consultancy and training and marketing
• To network with donors and international microfi nance organiza-

tions

Naira Abrahamyan, BNBFIMTP Expert/Advisor
nabrahamyan@fbc-edu.am



www.mfc.org.pl/networking ISSUE NO.1/2004

13

The following rating reports are available on-line at www.ratingfund.org:

MFI RATING FUND

WHAT IS THE RATING FUND?
The Microfi nance Rating and Assessment Fund is 
a fund established jointly by the Inter-American 

Development Bank (IDB) and CGAP (the Consultative Group to As-
sist the Poor) to provide fi nancing for microfi nance institution (MFI) 
ratings and assessments. It was established to improve MFI perfor-
mance, promote transparency, and the fl ow of funding resources to the 
microfi nance industry.

WHAT DOES THE RATING FUND OFFER?
The Rating Fund provides partial fi nancing of rating and 
assessment services for MFIs. An independent rating or 
assessment is a powerful tool to mobilize resources from 

investors and donors. Depending on management needs and the kind 
of funding sources it wishes to attract, an MFI has a choice of two ser-
vices under the Rating Fund.

Assessment  Measures trustworthiness by analyzing institu-
tional capacity and performance. It evaluates operational and fi nancial 
performance and management’s capability to meet objectives and ful-
fi ll the contractual obligations of a range of stakeholders.
Credit Rating  An opinion of the ability and willingness to pay a 
specifi c debt obligation on time. It measures creditworthiness.

HOW DOES AN MFI JOIN THE RATING FUND?
After choosing a rating agency and negotiating a price, the MFI goes 
through a simple application process that takes at most two to three 
days to complete. MFIs meeting the fund criteria are automatically ap-
proved. The Fund fi nances up to three ratings: 80 percent of the cost of 
the fi rst rating, 60 percent for the second rating, and 40 percent for the 
third. The actual amount varies per region. In return, the MFI commits 
to transparency, which makes it more attractive to investors.

HOW DOES AN MFI BENEFIT?
A rating or assessment gives MFI management the analysis it needs to 
improve performance, and shows investors that the MFI is committed 
to improving performance, and is a strong candidate for investment.
Improving Performance Managers can use the evaluation process to 
focus on how and where to improve. Managers can also more easily 
compare their performance with peers and evaluate their standing in 
the microfi nance industry.
Attracting Investors Completing a rating earns an MFI a higher trans-
parency ranking on the MIX Market, which links investors with MFIs. 
This gives an MFI an enhanced profi le, which dramatically opens up 
pathways to diversifi ed funding sources.
Investors are seeking complete, accurate, and verifi ed information on 
which to perform due diligence and monitor their investments. They 
are increasingly turning to the MIX Market as the premier forum to 
fi nd accurate information about MFIs. 
info@mfi rating.org; www.ratingfund.org

CGAP’s NEW INFORMATION 
SYSTEMS FUND (IS FUND)

Many MFIs still fi nd it diffi cult to produce reliable information as 
they attempt to integrate software into their operations. In order 
to help MFIs who fi nd it diffi cult to articulate their information 
systems (IS) needs, evaluate technology and/or implement it insti-
tution-wide, the IS Fund will co-fi nance consulting services at any 
stage of the information system development cycle (see stage def-
initions below).  The IS Fund also aims to stimulate and develop a 
mature market for specialist information services (IS) consulting 
services for microfi nance by attracting a pool of competent sup-
pliers who can support the entire IS implementation process.
  
Information System (IS) Development Cycle Stages:

• Preparation – help an institution review their processes and 
procedures, documentation, administrative and infrastruc-
tural issues.

• Needs assessment – draft current and future requirements for 
an IS.

• Software evaluation – assess software currently in use and 
determine how well it suits the needs of the organization.

• Selection of software – help assess different software prod-
ucts for fi t with MFI, prioritize requirements, interact with 
vendors and assist in fi nal decision.

• Implementation –oversee rollout of new software and act as 
project manager, interacting with vendor to ensure services 
contracted for are delivered to the standards required

• Optimisation – ensure software continues to work well.

Funding:
The IS Fund will fi nance 60% of the IS consulting assignment, up 
to a maximum of $15,000 per MFI.  

MFI Eligibility Criteria: 
The IS Fund will support established microfi nance institutions 
that are preparing for growth. To qualify, MFIs must have:

• An active microfi nance client base above 3,000
• Total microfi nance loan portfolio over $300,000
• Microfi nance operations for at least two years

Consultant Eligibility Criteria:
To qualify as registered IS Fund Consultants, consultants must 
have:

• 1 year of experience in microfi nance information systems, 
 OR
• 3 years experience in broader fi nancial services information 

systems              

Application Instructions:
Both MFIs and consultants may apply using the IS Fund Online 
Application available at www.isfund.org, or for more information 
please contact us at  info@isfund.org.

 Albania Armenia
BESA 2002 Aregak/Umcor 2002
PSHM 2002 MDF Kamurj 2002
Rural Finance Fund 2002

Bosnia and Herzegovina Georgia
Partner 2002 CHCA 2003
  Constanta 2003

Kazakhstan Kyrgyzstan
KCLF 2002 Bai Tushum 2002
  FINCA Kyrgyzstan 2003

Romania Russia
OMRO 2003 FORA 2003
  RWMN 2002

Four more rating missions will be concluded in the fi rst half of 2004: BosVita Bosnia and Herzegovina, RFPK Kosovo, KAFC 
Kyrgyzstan, FINCA Samara, Russia.
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On March 31, 2004 the Association of Kazakh MFIs was of-
fi cially registered. It was founded by 6 MFIs and is currently 
headed by Shalkar Zhusupov, Executive Director of Kazakhstan 
Community Fund (KLF).  A press-conference also took place and 
was shown on national channels in the news. The members of the 
Association of Kazakh MFIs are: Kazakhstan Community Fund 
(KLF), Kazakhstan Fund for Support of Entrepreneurs,  Baspana, 
Association of Societies, CU „Almaty Credit”, Fund for Support 
of Farmers and Entrepreneurs (Shymkent), MCO “Vozrozhd-
enye”.

Calvert Foundation has approved a US$200,000 two year term 
credit facility for XacBank. With this increased loan capacity, 
the Bank will be able to expand its development lending program 
to the rapidly growing micro-business and consumer loan sectors 
in Mongolia.
XacBank has successfully met the minimum Paid-In Capital re-
quirement of MNT 4.0 billion (US$ 3.6 million) set by the Bank 
of Mongolia to be met by all banks by 1st of  April 2004.

A Round Table “CGAP Guiding Principles on Regulation 
and Supervision of Microfi nance” was organized by the Rus-
sian Microfi nance Center (RMC) in Moscow on April 6-7, 2004. 
The meetings with representatives of leading microfi nance insti-
tutions in Russia and representatives of Russian Parliament, Min-
istry of Finance and Economy and Central Bank aimed at discuss-
ing CGAP’s Guiding Principles in Russian context.

Four microfi nance institutions in CEE/NIS have been rated since 
the beginning of 2004: 

• Finca Kyrgyzstan received ACCION CAMEL overall score 3.7
• Constanta Foundation, Georgia was rated B+ (GIRAFE 

composite scoring: b a a b a c) by Planet Rating
• FORA Fund, Russia was rated A+ by Microfi nanza Ltd.
• PARTNER, Bosnia and Herzegovina was rated A (GIRAFE 

composite scoring: a a a a a a)  by Planet Rating
• MI-BOSPO, Bosnia and Herzegovina was rated A (GI-

RAFE composite scoring: b a a a a a ) by Planet Rating

EBRD’s fi rst loan to an NGO
Since 1994, when the EBRD established the Russia Small Busi-
ness Fund, the Bank has been fi nancing micro and small enter-
prises (MSEs) via the commercial banking sector.  Over the last 
ten years, the fi nancial intermediaries participating in EBRD’s 
MSE lending programmes have disbursed more than 550,000 
MSE loans for over €3 bln in the CEE and NIS regions.  30,000 
businesses are now being fi nanced each month through 50 partner 
banks, including the 12 microfi nance banks in which EBRD is a 
shareholder.  

In March of this year, EBRD departed from the familiar path of 
lending to banks and made its fi rst loan to an NGO when it signed 
a €1m loan with Alter Modus in Montenegro.  Established by 
three Montenegrins in 1997, Alter Modus began providing busi-
ness loans to small entrepreneurs in 1999, with a special empha-
sis on women, refugees and internally displaced persons.   As 

of March 2004, Alter Modus had an outstanding loan portfolio 
consisting of 3,100 loans for €3.2 million.  In March alone, Alter 
Modus disbursed over 400 loans for a total of nearly €660,000. 

Over the last four years, Alter Modus has received support from 
UNHCR, DANIDA, Community Fund the US Department of 
Agriculture, Church World Service and NOVIB.  It has adopted 
CGAP policies and procedures and put in place strict fi nancial 
controls.  In addition, Alter Modus has proactively supported the 
creation of a legal and regulatory environment for non-depository 
microfi nance institutions that is unique in the region.  The found-
ers worked closely with the Montenegrin government, lobbying 
for the adoption of a new law on NGOs  and later with the Central 
Bank to draft a new regulation under which all MFIs in Montene-
gro must be licensed and supervised by the Central Bank.  All this 
has been done in the context of the management’s clear objective 
to achieve long-term commercial viability. 

In 2003, Alter Modus reached fi nancial sustainability and this, 
combined with its well-performing loan portfolio and industry 
best-practice standards, allowed EBRD to ‘pilot’ a new way to 
support micro enterprises.  While it is unlikely that EBRD will 
become a major funding source for microfi nance NGOs anytime 
soon, this fi rst experience has allowed the Bank to establish some 
broad criteria for considering a microfi nance NGO for a loan.  

Such criteria include:  appropriate supervision/oversight by rel-
evant authorities; adequate legal framework/status allowing re-
course in the event of default; adherence to industry best-practice 
standards; fi nancial sustainability; professional management com-
mitted to long-term commercial viability; fi nancial statements in 
accordance with international standards; etc.  While these are not 
hard and fast rules, they are a good indication of the kind of stan-
dards EBRD is likely to employ if and when it starts to grow a 
portfolio of loans to microfi nance NGOs.  

Prizma’s Board of Directors has appointed Kenan Crnkic as 
Prizma’s next Executive Director. Kenan joins Prizma after 
working as operations manager at one of the largest microfi nance 
organizations in Bosnia- Herzegovina. With strong research and 
fundraising experience, and a strong commitment to Prizma’s 
service to poor women and their families, Kenan’s leadership at 
Prizma promises continuity and strong potential for institutional 
growth in the coming years. Kenan is a regional trainer for the 
Microfi nance Centre for CEE-NIS and a certifi ed trainer in Mic-
roSave- Africa participatory research tools.

Microcredit Romania has opened a new web site. Visit the 
www.micro-fi nance.ro site to fi nd the latest news, newsletters 
and resource materials about microfi nance in Romania.
Microfi nance Romania is a three-year project funded by USAID 
to improve the legal and regulatory environment for microfi nance 
institutions, creating the conditions for the growth of a healthy 
microfi nance industry in Romania.

NEWS FROM THE REGION



www.mfc.org.pl/networking ISSUE NO.1/2004

15

What is Benchmarking? 

Benchmarking is a continuous process of measuring products, services, 
and processes against the industry best practices in a systematic way. 
Best practices are those practices that produce superior performance, 
are selected by a systematic approach and can be adapted to fi t a par-
ticular organization. Benchmarking is a process whereby organisations 
pursue enhanced performance by learning about their own organisa-
tion through comparison with their historical performance and with the 
practices and outcomes of others. The main outcome of benchmarking 
is therefore learning how to change and improve organisational perfor-
mance. Benchmarking involves answering the questions: 

• How do we compare?
• Who performs better?
• Why are they better?
• What actions do we need to take in order to improve our perfor-

mance?

There is considerable evidence showing that businesses that bench-
mark make more money. Businesses prepared to question how they 
operate and behave in a systematic way by comparing with best in 
class operators will be signifi cantly more profi table than businesses 
achieving average industry performance. Benchmarking helps mi-
nimise business complacency by challenging the acceptability of cur-
rent performance and asking the question „where can we do better?” 
Businesses that become complacent with their performance tend not 
to make the necessary changes to maintain and develop achievements 
within their industry.
Realistic organisations are able to learn from the rest of their own and 
other industries by identifying their major weak spots. They are aware 
of best practice operating elsewhere and can observe more effi cient 
operations, gather new knowledge and set goals against which their 
progress can be measured.

It is a technique which is being used increasingly throughout the in-
ternational business community and public-sector organisations. By 
looking at the relative performance of UK and US service businesses 
a study found that the fi nancial performance of a company tends to be 
signifi cantly higher among those that embrace benchmarking whole-
heartedly1. 

Background in Benchmarking

The concept of benchmarking in a modern commercial and industrial 
sense came to the fore in the 1970’s when Japan captured signifi cant 
market shares from the USA corporations. These US corporations and, 
Xerox in particular, used benchmarking to identify and demonstrate 
that they were under-performing relative to the management standards 
set in Japan. These corporations were then able to remain competitive 
by using benchmarking to continually assess performance and then 
use the data to develop strategies to improve that performance.

Benchmarking was originally developed by companies operating 
in an industrial environment, benchmarking and therefore  has been 
predominately applied within business enterprises. However, organi-
sations such as government agencies, hospitals and universities have 

recently discovered the value of benchmarking and now apply it to 
improve their processes and systems. In addition, industry associations 
now increasingly use the tool to improve sector-specifi c processes. 
Most recently, public authorities have begun to explore the use of 
benchmarking as a tool for improving policy implementation pro-
cesses, by focusing on the framework conditions which underlie the 
business environment and the economy more generally.

Why Benchmark? 

In the private sector, the purpose of benchmarking is to gain a com-
petitive edge. A benchmarking approach has become embedded in 
successful commercial organisations as a means of seeking innovation 
outside the industry paradigm - a way of keeping at the forefront of the 
competition. Recent surveys show that benchmarking is the third most 
used management tool. Interest in benchmarking is continuing to grow 
across the world. Benchmarking is also being recognised as a valuable 
tool for external learning strategies. Bill Cockbum, the Managing Di-
rector of BT Group stated,”In my experience, identifying the toughest 
competitors and world class performers, and then aspiring to beat them 
is the best way to achieve competitive advantage.”

There are many benefi ts of benchmarking. The key benefi ts to organi-
sations are: 

• provides realistic and achievable targets 
• challenges operational complacency 
• creates an atmosphere conducive to continuous improvement 
• allows employees to visualise the improvement which can be a 

strong motivator for change 
• confi rms the belief that there is a need for change 
• helps to identify weak areas and indicates what needs to be done 

to improve. 

Types of Benchmarking

Benchmarking is a very versatile tool that can be applied in a variety of 
ways to meet a range of requirements for improvement. At the outset 
of benchmarking projects, it is vital to be clear on exactly what is to 
be achieved through benchmarking and apply an appropriate meth-
odology. Different terms are used to distinguish the various ways of 
applying benchmarking. The fi rst word in each term relates to either 
the purpose for benchmarking or the type of a partner. Standard bench-
marking terms include:
Strategic Benchmarking is used where organisations seek to improve 
their overall performance by examining the long-term strategies and 
general approaches that have enabled high-performers to succeed. It 
involves considering high level aspects such as core competencies, de-
veloping new products and services; changing the balance of activities; 
and improving capabilities for dealing with changes in the background 
environment. The changes resulting from this type of benchmarking 
may be diffi cult to implement and the benefi ts are likely to take a long 
time to materialise.

Performance Benchmarking or Competitive Benchmarking is used 
where organisations consider their positions in relation to performance 
characteristics of key products and services. Benchmarking partners 
are drawn from the same sector. However, in the commercial world, 
it is common for companies to undertake this type of benchmarking 
through trade associations or third parties to protect confi dentiality.

BENCHMARKING

1 The study was conducted by Professor Chris Voss and his colleagues at the London 
Business School.
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Process Benchmarking is used when the focus is on improving spe-
cifi c critical processes and operations. Benchmarking partners are 
sought from best practice organisations that perform similar work or 
deliver similar services. Process benchmarking invariably involves 
producing process maps to facilitate comparison and analysis. This 
type of benchmarking can result in benefi ts in the short term. 

Functional Benchmarking or Generic Benchmarking is used when 
organisations look to benchmark with partners drawn from different 
business sectors or areas of activity to fi nd ways of improving similar 
functions or work processes. This sort of benchmarking can lead to 
innovation and dramatic improvements.

Internal Benchmarking involves seeking partners from within the 
same organisation, for example, from business units located in dif-
ferent areas. The main advantages of internal benchmarking are that 
access to sensitive data and information are easier; standardised data 
is often readily available; and, usually less time and resources are need-
ed. There may be fewer barriers to implementation as practises may be 
relatively easy to transfer across the same organisation. However, real 
innovation may be lacking and best in class performance is more likely 
to be found through external benchmarking.

External Benchmarking involves seeking outside organisations that 
are known to be best in class. External benchmarking provides oppor-
tunities of learning from those who are at the leading edge, although 
it must be remembered that not every best practice solution can be 
transferred to others. In addition, this type of benchmarking may take 
up more time and resource to ensure the comparability of data and in-
formation, the credibility of the fi ndings and the development of sound 
recommendations. 

International Benchmarking is used where partners are sought from 
other countries because best practitioners are located elsewhere in the 
world and/or there are too few benchmarking partners within the same 
country to produce valid results. 

Who provides benchmarks?

Associations for benchmarking and benchmarking clubs that are ei-
ther industry-specifi c (i.e. banking, telecommunications) or process-
focused (human resources, product development) engage in collecting 
information from their members in order to identify „Best in Class” 
business processes, which, when implemented, will lead member 
companies to exceptional performance as perceived by their custom-
ers. Their objectives are the following:

• To create a cooperative environment where full understanding 
of the performance and enablers of „best in class” business pro-
cesses can be obtained and shared at reasonable cost. 

• To use the effi ciency of the consortium to obtain process perfor-
mance data and related best practices from inside the industry. 

• To support the use of benchmarking to facilitate process improve-
ment and the achievement of total quality.

Benchmarking in the Microfi nance Industry

In microfi nance industry this role has been taken up by the Microfi -
nance Information eXchange (MIX) – the Washington-based organi-
zation dedicated to improving transparency and establishing perfor-
mance standards in microfi nance.
Since 1999 the MicroBanking Bulletin (MBB), now housed at the 
MIX, has been publishing performance benchmarks for MFIs all over 
the world. The MBB has built a database of information from 124 
organizations all over the world. These organizations report their fi -

nancial and non-fi nancial data on an annual basis. Their information is 
used to calculate 50 benchmark indicators covering such areas as in-
stitutional characteristics, outreach, productivity and fi nancial perfor-
mance for 17 peer groups classifi ed according to the size, target market 
and location. It allows for comparisons among organizations which 
operate in a similar environment and run similar operations. Participat-
ing MFIs receive Customised Performance Reports that analyse their 
performance in comparison to the  benchmarks of their peers and the 
best MFIs in the world (fi nancially self-sustainable MFIs). The Report 
provides an insight for the MFI managers into the position of their 
organizations in view of the others in the same market.

In 2001 the Microfi nance Centre for CEE and NIS (MFC) teamed with 
the MIX to expand the database of information from the region and 
work out the benchmarks on the sub-regional and national levels. As 
a result of  a partnership launched in 2003 between the two organiza-
tions, the MFC is now responsible for data collection and processing 
from the whole region of CEE and the NIS. There has been a grow-
ing interest in the benchmarking project among the MFIs in the CEE/
NIS. Since 2001 the number of MBB participants from the region has 
grown by 50%. The project benefi ts major and smaller organisations, 
reaching companies of all sizes and target markets. Please have a look 
at the last page of this newsletter where the latest benchmark indicators 
for regional peer groups are shown along with the world top perform-
ers (FSS MFIs).

The recent survey carried out among 50 MFIs in CEE and the NIS 
revealed that the majority of institutions (86%) carry out internal 
benchmarking, that is compare results of their branch offi ces, and 70% 
benchmark themselves with direct competitors. Nearly all MFIs (89%) 
that are members of international networks regularly compare results 
with the network partners. Over half of the surveyed MFIs (52%) use 
MicroBanking Bulletin benchmarks.
Comparing results with the others leads to introducing certain im-
provements – re-designing some processes (64% of surveyed MFIs) 
or re-designing some products (46% of MFIs).  The below graph il-
lustrates the sources of international for benchmarking.

 

Where to Find Further Information?

www.mixmbb.org – you can download the latest issues of the Micro-
Banking Bulletin with benchmark tables 
www.mfc.org.pl/MicroBankingBulletin - you can fi nd abbreviated 
MBB benchmark tables for CEE and NIS
www.mfc.org.pl/IDEA - this resource centre contains a number of 
documents related to benchmarking in CEE/NIS

Sources: Prospect Management Services  www.prospectmanagement.co.uk
Public Sector Benchmarking Service www.benchmarking.gov.uk
Constructing Excellence www.cbpp.org.uk
Katalyst www.katalyst.com
Value Based Management . Net www.valuebasedmanagement.net/methods_benchmark-
ing.html
www.change-management-toolbook.com/cl_01.htm

The Benchmark is only the starting point - Benchmarking 
is a tool for continuous improvement.
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Performance Benchmarks All MFIs FSS MFIs  ECA Large ECA Medium ECA Small

Institutional Characteristics

Age 8 10 5 5 3

Total Assets 7,931,000 14,482,358 11,149,406 5,223,780 1,871,945

Offi ces 19 17 21 12 7

Personnel 120 174 76 80 48

Financing Structure

Capital/ Asset Ratio 42.7% 40.4% 42.0% 60.9% 70.9%

Commercial Funding Li-
abilities Ratio 44.1% 76.0% 1.2% 16.7% 4.1%

Debt/ Equity Ratio 1.9% 2.5% 2.4% 1.0% 0.4%

Deposits to Loans 15.3% 21.9% 0.0% 0.9% 0.0%

Deposits to Total Assets 12.3% 16.4% 0.0% 0.8% 0.0%

Gross Loan Portfolio/ Total 
Assets 70.9% 73.1% 95.7% 77.5% 64.5%

Outreach Indicators

Number of Active Borrowers 15,553 22,841 7,133 8,075 3843

Percent of Women Borrowers 62.9% 61.9% 39.5% 57.5% 83.3%

Gross Loan Portfolio 5,347,516 10,154,579 10,670,240 3,865,741 1,175,688

Average Loan Balance per 
Borrower 532 621 1,584 739 354

Average Loan Balance per 
Borrower/ GNP per Capita 54.3% 66.4% 113.2% 77.3% 35.0%

Overall Financial Performance

Adjusted Return on Assets 0.1% 5.7% 2,20% 3.4% -4.0%

Adjusted Return on Equity 2.3% 14.6% 14.1% 6.9% -5.5%

Operational Self-Suffi ciency 115.0% 140.0% 134.0% 121.0% 110.0%

Financial Self-Suffi ciency 104.0% 128.0% 115.0% 110.0% 93.0%

Operating income

Adjusted Financial Revenue 
Ratio 27.1% 30,20% 25.4% 33.7% 29.0%

Adjusted Profi t Margin 0.3% 19.4% 8.8% 5.9% -15.5%

Yield on Gross Portfolio 
(nominal) 39.8% 39.9% 25.6% 44.8% 50.2%

Yield on Gross Portfolio 
(real) 33.6% 34.6% 22.4% 40.5% 42.2%

Operating Expense

Adjusted Total Expense Ratio 27.7% 23.7% 22.4% 30.9% 32.2%

Adjusted Financial Expense 
Ratio 6.2% 6.2% 4.7% 3.9% 4.9%

Adjusted Loan Loss Provi-
sion Expense Ratio 1.8% 1.4% 2.5% 2.0% 1.2%

Adjusted Personnel Expense 
Ratio 10.5% 8.7% 8.9% 12.6% 15.9%

Adjusted Administrative 
Expense Ratio 8.4% 6.2% 6.4% 12.4% 10.4%

Adjusted Operating Expense 
Ratio 19.1% 15.8% 15.2% 25.0% 26.3%

Adjustment Expense Ratio 1.8% 1.3% 3.2% 1.9% 4.2%

Effi ciency

Operating Expense/ Loan 
Portfolio 29.4% 22.2% 16.4% 34.2% 51.3%

Personnel Expense/ Loan 
Portfolio 16.1% 12.9% 9.6% 17.2% 29.6%

Average Salary/ GNP per 
Capita 6.7% 7.5% 7.6% 8.5% 6.4%

Adjusted Cost per Borrower 142.0% 123.0% 229.0% 260.0% 112.0%

Productivity

Borrowers per Staff Member 121 132 93 100 103

Borrowers per Loan Offi cer 284 359 151 198 239

Personnel Allocation Ratio 48.3% 45.0% 62.7% 51.3% 44.8%

Risk and Liquidity

Portfolio at Risk> 30 Days 2.8% 2.5% 0.6% 1.5% 0.5%

Portfolio at Risk> 90 Days 1.5% 1.5% 0.4% 0.2% 0.3%

Risk Coverage 1.3% 1.5% 7.4% 2.5% 1.1%

Non-earning Liquid Assets as 
a % of Total Assets 8.6% 6.0% 3.2% 12.3% 21.4%

Institutional Characteristics

Financing Structure

Outreach Indicators

Overall Financial Performance

Operating income

Operating Expense

Effi ciency

Productivity

MICROBANKING BULLETIN BENCHMARKS
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HAPPENINGS AT THE MFC

5 YEARS IN SERVICE FOR MICROFINANCE

The MFC Training & Consulting Unit had a remarkable year in 
terms of activity volume during 2003, and I just wanted to share some of the highlights with 
you, and also tell you about some of our plans for the coming years.

During 2003, we had the pleasure of delivering 18 open-enrolment courses, 18 in-house 
trainings and 16 consulting assignments, for a total of 52 events.  To give you an idea 
of the magnitude of this achievement, consider that during the 5 years since the fi rst training 
course conducted by MFC in 1998, through 2002, we delivered a cumulative total of 60 train-
ings and consulting assignments.  Since 1998 through 2003, therefore, MFC has conducted 
112 training and consulting assignments.  We have had the privilege of serving over 1,780 
participants during this time.

By the time of our 7th Annual Conference in May 2004, we expect to have executed at least 
18 additional training and consulting events.  Needless to say, we are very proud and pleased 
to see our services are in so much demand.

In January 2004, at the invitation of the European Microfi nance Network (EMN), we con-
ducted the fi rst-ever training for MFIs operating in 8 European Union countries.  MFC intends 
to co-operate with EMN over the next few years to expand training services to EU MFIs.

In order to meet the needs and challenges of the ever-evolving microfi nance industry in our 
region, we have committed ourselves to several capacity-building initiatives over the coming 
years.  First of all, we are seeking to add eight to ten new training courses to our portfolio 
in areas of increasing relevance to MFIs, such as governance, marketing, human resource 
management and staff incentive systems, rural lending, and asset/liability management.  
We have already begun work on several of these and expect to be able to begin offering them 
by the end of 2004.  Secondly, we plan to signifi cantly increase our capacity and professional-
ism in the area of consulting.  We plan to partner with a well-known and respected consulting 
fi rm to help build our in-house capacity, as well as to develop links with professionals in areas 
outside of our sphere of expertise.  It is our goal to continuously offer top-quality, diversifi ed 
and relevant services to MFIs in the region. 

I would like to extend my deep appreciation to all persons and organizations who have sup-
ported, and continue to support, us throughout the past six years, in particular, CGAP, Eurasia 
Foundation, USAID, OSI, and CAMFA.  I would also like to take this opportunity to thank 
whole-heartedly the T&C unit staff, and all MFC trainers, without  whom none of the good 
work we have been able to provide would have been possible.  Thank you all for your support, 
hard work, dedication and friendship!  

We are proud to be here for you, and proud to be of service.

John Guzowski
MFC Acting Training & Consulting Manager

Current training calendar is available at the MFC page www.mfc.org.pl or upon request from MFC Training 
Coordinator  at inessa@mfc.org.pl

New Product Development, September 
2003, Warsaw

Effi ciency in Microfi nance, January 
2004, Paris

Human Resources Management, Novem-
ber 2003, Dubrovnik

Financial Analysis, October 2003, Mos-
cow
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<INSIDE> Approach – a way to institu-
tionalize learning from clients 
The PLP (Practitioners Learning Program) 
is a 2-year action research global project fo-
cused on client assessment (CA) approaches 

and methods for microfi nance practitioners managed by the SEEP 
Network. MFC and its Armenian member MDF Kamurj work 
jointly to investigate the best practices in institutionalizing learn-
ing from clients and developing new client-responsive products.

Facing the challenge of institutionalizing CA can be daunting for 
many microfi nance institutions. MFI’s lacking a clear approach 
and method to institutionalizing the CA process often end up 
with a proliferation of information and confusion as to how to 
integrate the information into their internal and external activi-
ties. Through their PLP activities, MDF Kamurj and MFC, have 
identifi ed a successful approach to institutionalizing CA activities 
that focuses on putting the process fi rst to ensure the proper use of 
tools and staff and client buy-in. 

Internal preparation (including secondary data analysis)
First, prepare internally and identify the information that is cur-
rently available, including management information systems, 
secondary sources, and previous research.

Nonstop, continuous human resources feedback and appraisal
Concurrently, focus extensively on understanding staff through 
human resources surveys focused on staff attitudes, motivation 
and satisfaction.

Staff training and development
Based on the human resources survey results, provide staff train-
ing and development about the CA process.

Information mapping
After staff training and development, identify and prioritize the 
institution’s information needs. MDF and MFC found that focus-
ing priorities enabled them to have more internal capacities to 
complete high quality work in the fi eld.

Development of task forces
To further ensure staff buy-in and involvement, develop taskforc-
es. MDF Kamurj/MFC created three taskforces—Client Monitor-
ing, Product Development, and Market Research. The taskforces 
are comprised of a small inter-level and inter-functional team, 
ensuring that the ideas and perspectives of staff from all levels 

and departments are refl ected in their approach. 

Establishment and adherence to guidelines
Establish and follow clear, simple guidelines when designing CA 
tools and systems. MDF Kamurj/MFC answered why, what for, 
by whom, how, how often, and when to start before they designed 
their tools and systems.

Having identifi ed and implemented a clear CA approach has 
helped MDF and MFC communicate their goals and outlook for 
the future for both their staff and their clients. However, MDF 
and MFC also recognize that CA is an on-going process that they 
are continuously trying to improve through innovation, fostering 
a learning culture and the use of tools effi ciently and practically. 

For more information on the <INSIDE> Approach please contact Michal Matul 
(michal@mfc.org.pl) or Gagik Vardanyan (Gagik_vardanyan@mdf-kamurj.am).
 See www.mfc.org.pl/research for more information about the MFC Research Unit 
work. 

Partnership with the MIX

On October 30, 2003 the MIX and the MFC entered into a Part-
nership Agreement.

The aim of this agreement is to streamline the process of data 
gathering and analysis from the CEE/NIS region, improve MFI 
reporting practices and the exchange of information.

Within the scope of this agreement the MFC will act as the main 
focus of data submission for the MicroBanking Bulletin. The 
MFC will be responsible for data verifi cation and analysis as well 
as the preparation of Customized Performance Reports for each 
MBB participant from the region. 
All analyzed information will be shared with the MIX for bench-
marking and cross-regional analyses to be published in the Mi-
croBanking Bulletin. 

The MFC will also represent the MIX in working with local asso-
ciations/networks to introduce MIX’s tools and methodology for 
performance monitoring of their members. This will help build 
the capacity of local networks and their members as well as in-
crease the pool of data available for performance monitoring and 
benchmarking.

For more information about this partnership please contact Justyna Pytkowska, 
MFC Researcher at justyna@mfc.org.pl

Strategic Partnership with CGAP

We are very pleased to announce the strategic partnership between 
the Consultative Group to Assist the Poor (CGAP) and MFC. 
Both institutions will closely cooperate and engage in joint proj-
ects.  MFC will translate and disseminate CGAP publications in 
the C&EE and the NIS region. 

For more information about this partnership please contact Magda Kicińska, MFC 
Network Marketing Manager at magda@mfc.org.pl 
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MIKROFIN, Bosnia and Herzegovina

Almost three years ago, since MIKROFIN’s re-registration as an 
Independent Local ‘Microcredit Organization’, CARE and MIK-
ROFIN have redefi ned their partnership responsibilities. CARE 
considers the full institutionalization of MIKROFIN a fundamen-
tal priority, enabling the institution to access and deal commercial 
lending. 
One of the main growth obstacles of many Microfi nance Institu-
tions lies in their low level of owned-equity.  International inves-
tors and commercial banks consider quasi-equity and short-term 
loans from affi liates with suspicion because they distort the debt-
equity ratios, which they usually use to assess solvency. CARE 
holds lending-investments within MIKROFIN from funds provid-
ed by both the United States Department of Agriculture (USDA) 
and Ireland AID. From 1997 to 2001, CARE was lending these 
loan funds at a concessional rate and based on performance, re-
negotiating the lending terms on an annual basis. From a cau-
tious and conservative start-up phase these lending arrangements 
were effi cient in stimulating institutional rigor. Although, in the 
medium term, when MIKROFIN reached a capacity to attract 
commercial investment it harmed it. Thereby in 2002, CARE has 
initiated a restricted donation to equity phase through forgiveness 
of debt contracts. The restrictions stipulated in these contracts are 
associated with ownership of the funds in case of transformation 
of the institution and linked to the poverty focus for which these 
funds should serve. Up to now, 75% of these loan funds have 
been gradually capitalized to MIKROFIN’s equity. 
In November 2004, CARE will conclude its direct involvement 
with MIKROFIN bringing to its end its sub-grantee agreement 
through the two-year MIKROFIN Expansion and Technical As-
sistance (META) Project. The Microenterprise Offi ce, Financial 
Division of USAID, awarded this project to CARE/MIKROFIN 
in recognition to its performance and best microfi nance practic-
es. 

Nevertheless, CARE intends to keep an indirect tie with MIKRO-
FIN by offering it access to a convertible loan, in case MIKRO-
FIN converts to another commercial form, from its affi liated capi-
tal market fund. MicroVest1, which started operations last year, is 
an independent institution with a professional investment man-
agement team. Three non-profi t institutions founded MicroVest: 
CARE, MEDA and Seed Capital Development Fund2. 

Exponential growth is the landmark of the solid management of 
MIKROFIN. In a competitive environment where past competi-
tive advantages are insecure, MIKROFIN team set its strategy to 
become an existential adapting exercise. 

Since its very beginning in 1997, CARE has noticed fi ve manage-
rial factors that made MIKROFIN successful:

• commercial and donor partnership evaluation has been a key 
fi nitude in identifying the best options in order to act strate-

gically
• conservatism in managing its exponential growth has avoid-

ed the institution to glide in a momentum
• MIKROFIN always monitor where it stands, defi ning its in-

terest more precisely than its RoA by focusing on its fi nan-
cial management opportunities and risks

• keeping the focus on its mission and values were essential in 
building experience and core competencies

• institutional authenticity has enabled MIKROFIN to feel free 
to reinvent itself in order to predict potential future down 
turns and keep its fi nancial performance high

CARE considers that over the last six years of its operation, MIK-
ROFIN created an adaptive and self-correcting organizational de-
sign that became more robust overtime, which result in sustained 
productivity improvements and steady increases in commercial 
borrowings from local banks and international investors. MIK-
ROFIN has always taken into account its clients’ concerns seri-
ously in developing and adjusting its micro-credit loan products 
and services; organizing to execute has truly become a competi-
tive edge of MIKROFIN. 

For CARE, it has been a learning experience to be associated 
with MIKROFIN in promoting economic development and pov-
erty alleviation. These lessons have as well strengthened CARE 
expertise, which shall benefi t worldwide many more marginal in-
dividuals without access to fi nancial services.

Guy Dionne, P. Eng. & Agr.
Former CARE Program Manager
UNDP Economic Development Coordinator
Bosnia and Herzegovina

MFC MEMBERS’ CORNER

1 MicroVest - www.microvestfund.com
2 CARE - www.care.org; MEDA - www.meda.org; Seed Capital Development Fund 
- www.microvestfund.com/SCDF.html

Financial Modeling: A tool for Quality Business 
Development Services 
Preliminary fi ndings 
by Guy L. Dionne, October 2003
 This paper explores CARE International’s experience in bundling microfi -
nance and Business Development Services (BDS) by using fi nancial mod-
eling as a tool for measuring household income contributions and analyzing 
fi nancial products relevance in the Dairy Cattle Sub-sector in Kosovo. Herein, 
CARE2 wants to share and formally document its current dairy microenter-
prise monitoring and share the actual array of experience in sub-sector inter-
ventions. 
Financial Modeling of Dairy Cattle Farm Units in Kosovo 
In order to facilitate the due diligence process of dairy farms, the CARE COM-
MPETES Project has developed a Dairy Cattle Financial Modeler - software 
run on an Excel platform. The COMMPETES Project uses four parallel 
monitoring and reporting sub-systems to collect data on direct and indirect 
project results for the following project elements: monitoring of fodder crops 
and dairy cow nutritional balance, monitoring of production costs, business 
planning and dairy sub-sector investments, monitoring of dairy contributions 
to household incomes. More specifi cally the monitoring of household income 
is done through a longitudinal assessment technique using a Dairy Cattle Fi-
nancial Modeler aiming at forecasting monthly cash fl ows and annual operat-
ing profi ts (from gross revenues integrating the cost of goods sold, which are 
in turn deducted from variable and fi xed costs). The Modeler also follows the 
asset movement on the balance sheet and provides a dairy farming enterprise 
analysis in terms of liquidity, solvency, profi tability, fi nancial effi ciency, dairy 
profi tability, household revenue and investment potential. 
The full article is available at: Find Resources on ED at www.kcenter.com/
care/edu 
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ALBANIAN SAVINGS AND CREDIT UNION (ASC 
UNION)

Based on the Transfer Asset Agreement between the Rural Fi-
nance Fund, the Albanian Ministry of Finance and the Albanian 
Savings and Credit Union in May 2003, all the assets, activities 
and staff of the Rural Finance Fund was transferred to the Al-
banian Savings and Credit Union.

ASC Union was created in 
January 2002, based on the 
experience of the previ-
ous microfi nance projects 
in force since 1992. ASC 
Union is a federative organi-
zation of the Albanian Sav-
ings and Credit Associations 
(SCAs), which are self-cre-
ated, self-managed and self-
reliant. Based on democratic 
governance, ASC Union is 
the apex organization of the 
SCA network. The mem-
bers are the SCAs and their 
representatives determine 
policy and activities. 

The main functions of the Union are:

• Representation: the Union represents the network of SCAs 
through the interaction of its partners, including the govern-
ment, the National Bank of Albania, donors, commercial 
banks and professional organizations.

• Refi nancing: the Union is the central refi nancing facility of 
the network, providing wholesale loans to member SCAs 
and connections to the banking system. The Union, strongly 
capitalized by its SCA members, is able to offer internal in-
surance mechanisms and guarantee schemes to commercial 
banks or other fi nancial institutions. 

• Training and services: the Union provides technical train-
ing to the elected bodies and members of the SCAs in all 
relevant fi elds. 

• Control: the Union is in charge of the internal control sys-
tem of the network, based on common accounting standards, 
a common MIS allowing for the establishment of consoli-
dated statements and a set of prudential rules. Only SCAs 
fulfi lling particularly severe quality requirements are accept-
ed as members of the Union. The National Bank of Albania 
directly regulates and supervises the Union, receives con-
solidated reports on SCAs performance and soundness, and 
retains the right to directly regulate an SCA and to withdraw 
the fi nancial license in case of default. 

• Board of Trustees: The Union board is elected by the Gen-
eral Assembly of the Union, which consists of the representa-
tives of Savings and Credit Associations’ network members. 
The actual Board comprises seven people who represent dif-
ferent rural areas. 

• Legal Framework: ASC Union and the Savings and Credit 
Associations, which are its members, are registered based on 
the law for SCAs and licensed and supervised by the Bank of 
Albania.

• Impact: This program has contributed signifi cantly to the 
development of rural areas by providing credits to poor peo-
ple who have no access to the banking system. It enabled 
thousands of private initiatives for investment in income-
generating activities, and it had a signifi cant impact on job 
creation, improving living conditions, decreasing rural mi-
gration and strengthening social life in the village. 

Main indicators of ASC Union:

Zana Konini, Executive Director, ASC Union, ascunion@icc-al.org

Kazakhstan Loan Fund

Having gone through the process of registration 
concluded on Feb. 19, 2004 the “Kazakhstan 
Community Loan Fund” changed its name to 
“Kazakhstan Loan Fund”.
The reasons for changing the name are as follows. 
Kazakhstan Community Loan Fund got its name 
in 1997, when the main and only product was 

peer lending. Since then many things have changed, for example 
the fund launched additional products: individual and consumer 
lending. The fund also developed additional lending services.
Taking into consideration the above mentioned facts, the “com-
munity” defi nition does not correspond with the fund’s services. 
That is why the fund was renamed the Kazakhstan Loan Fund.

At the same time the fund has developed a new logo in the form 
of a rock painting - the symbol of the sun. Since ancient times, 
the sun symbol has meant fertility and fecundity, wealth and pros-
perity. The sun symbol refl ects the main objective of the fund’s 
activity, which is to support entrepreneurs to develop their busi-
nesses, and to create an atmosphere of stability and prosperity for 
their families.
The logo is presented in a bronze color. Bronze symbolizes the 
precious metal and is reminiscent of its ancient origins, as it is one 
of the fi rst metals that people used in their houses and to cultivate 
the land.  Bronze later found its solemnity in coin manufacturing 
and had become a measure of value.
Solarium is painted in a circle to remind us of the coin’s form, 
which shows the direct meaning of the fi nancial services provided 
by the fund.

Shalkar Zhussupov
General Director
offi ce@kclf.kz

  Dec. 31, 2003

Total number of villages 328

Total SCAs 94

Number of SCA members 8,161

Loan portfolio

Union network loan portfolio US$ 7,715 ,590

Number of active loans 7,621

Average outstanding loan US$ 1,012

Portfolio at risk (over 30 days)       0.85%

Performance indicators

Equity / Debt 77%

SCA Offi ce in Kuqan village
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Bai Tushum Financial Fund - Kyrgyzstan

The Bai Tushum Financial Fund (BTFF) 
is a non-commercial, not-for-profi t organi-
zation aimed at supporting the social and 
economic development of rural and urban 
areas of the Kyrgyz Republic. It was cre-
ated in September 2000 by co-founders 
Swiss Caritas and ACDI/VOCA. After a 
law for microfi nance organizations was 
passed in August 2002, Bai Tushum ob-

tained its National Bank license as a microfi nance agency.  This 
new status allows the fund to expense loan loss provisions (sub-
ject to a change in the tax code), which will result in signifi cant 
reductions in the taxes it is required to pay, and to lend borrowed 
funds.

Customers and Products: Currently Bai Tushum offers six dif-
ferent loan products:

• Crop and Livestock loan products are available to farmers, 
individual entrepreneurs and legal entities that are involved 
in relevant business activities.

  
• Crop Production loans fi nance the production of seed, 

grains, industrial crops and vegetables.  

• Livestock loans fi nance milk and dairy production; cattle, 
pig and sheep breeding and fattening; poultry farming, bee-
hiving, animal breeding, fi sh farming.  

• SME/Agricultural processing loans fi nance 
agricultural processing; the manufacturing of 
packages for food and agricultural products 
and food; and the manufacturing of consumer 
goods, construction materials, and other eli-
gible businesses involved in production. 

• SME/ Trade loans fi nance all kinds of trade; 
public catering (cafes, bars, restaurants etc.); 
and service provision in rural and urban areas 
(automobile services, barbershops, recreation, 
tourism and other eligible small and medium 
businesses). 

• Bai Tushum in collaboration with EU TACIS 
is also implementing a pilot project to intro-
duce mortgage fi nance for micro and small 
entrepreneurs to acquire fi xed assets for hous-
ing and business purposes. During 2003 Bai 
Tushum disbursed 34 mortgage loans for the 
amount exceeding 5.2 million soms. 

• To promote self-employment among rural women who do 
not have the collateral to access credit resources, Bai Tush-
um has developed a new group-based loan product using 
CGAP/IFAD grant. This will enable rural women to buy 
milk cows, process and sell milk products. As of Dec. 31, 
2003 Bai Tushum has disbursed 70 such loans amounting 
to 1.050 million soms in Osh oblast (Kara-Sui and Uzgen 
regions). This project is implemented in collaboration with 
Rural Consultative Services, a local NGO. Initial results 
show a high demand and success rate, and Bai Tushum is 
now replicating this prototype to fi nance other types of busi-
nesses as well. 

All of these loans range in size from 10,000 to 1,000,000 soms 
($230-$23,000 dollars). The average loan balance is $1,580. 
Loans are backed by collateral (immovable property), and bor-

rowers must have at least a 25% stake in any fi nanced activity. 
The maximum, and typical, loan term is 12 months. Interest rates 
range from 20-28%. Borrowers pay a 1% loan processing fee. 

Loans are disbursed and repaid in local currency, in cash or 
through bank transfer. Interest rates are fi xed, but may be re-
vised by mutual agreement of the borrower and lender.  Interest 
is paid monthly or quarterly and penalties are charged in cases of 
late interest or principal repayment. The fund does not provide 
repeat loans to customers with multiple delinquencies.  Loans 
are not provided for fi nancing existing debts, starting new busi-
nesses, speculative businesses, growing or processing tobacco, 
the production or sale of liquor, or other businesses or projects 
with negative environmental or social impacts. 

International Rating: To further its plans to access commer-
cial funding from international investors, Bai Tushum obtained a 
positive (“A”) rating from Microfi nanza, Ltd.  The rating noted a 
number of challenges and achievements.  Signifi cant among the 
challenges are increased competition, particularly for small and 
micro-enterprise loans, by institutions offering loans at lower 
interest rates.  
Strengths noted in the assessment included comprehensive and 
formal procedures and internal controls, rapid and effi cient loan 
disbursements, tight management of costs; positive fi nancial re-
sults, a solid governance structure, and good training policies.

Microfi anza assigns an “A” rating to those MFIs that have dem-
onstrated “Strong capacity to meet its fi nancial obligation; very 
good operations; stable even if it could be affected by major in-

ternal or external events” Translated into numbers an „A” rating  
is measured at 8 on a scale of 1-10.

Product Costing: Using another CGAP grant Bai Tushum con-
ducted a costing exercise to determine the real costs for each 
individual loan product in each of its branches. This exercise 
has been very productive, and its results are likely to positively 
impact the future profi tability of the BTFF. The management of 
the BTFF plans to fi ne-tune the various loan products and how 
these should be priced in different branches. BTFF also plans to 
use the contents of this report in revising its strategic plan and 
position itself strategically in the local market. Bai Tushum used 
both conventional as well as the Activity Based Costing (ABC) 
method for computing the costs associated with each product. 
Bai Tushum is the only MFI in Central Asia to conduct this ex-
ercise.
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Dec-00 Dec-01 Dec- 02 Dec 03

 Number of outstanding loans 633 700 1,124 1,408

Total outstanding loan bal-
ance (US$ millions)

0.811 1.180 1.737 2.200

Average loan balance (US$) 1,287 1,683 1,628 1,477

Delinquency rate (portfolio at 
risk basis > 30 days late)

15% 7.5% 7.9% 4%

Portfolio yield (annualized) 38.4% 34.6% 36% 34%

Operational self-suffi ciency 
(annualized)

230% 135% 156% 277%

Return on assets (annualized) 1.8% 8% 12% 18%

Bai Tushum Indicators – 2001-2003



www.mfc.org.pl/networking ISSUE NO.1/2004

23

In December 2003-January 2004, Financial Fund Bai Tushum 
conducted a research “Assessment of micro-credit impact on the 
living standards of the Fund’s clients”. 

The aim of the research was to:
• Identify micro-lending programme impact assessment on 

the economic and social status of the clients and correspon-
dence of the product to the needs of the clients, 

• Identify satisfaction level of clients with the Fund’s pro-
grammes, 

• asses the level of use of loans by the clients and receipt of 
income during

The research was conducted in all the three branches of MCA 
Financial Fund Bai Tushum and in Head Ofi ce as well.
It was done using instruments provided by SEEP network on 
Micro-fi nance services impact asessment and Network on Sup-
porting and Training Small Businesses. 

The number of clients who participated in the research was 136 
(10%) from total number of clients - 1343. 85 % of clients par-
ticipated in the poll (client selection was done on a random ba-
sis, every 25th from the list). Thus, 40 clients from Osh branch, 
30  from Jalal-Abad and 15 from Chui branch participated in 
the poll.

Research results showed that the advantages of the Fund’s loan 
programmes are rapid and effi cient document processing and 
fl exible schedule for interest repayment. Loan products of the 
Fund such as SME, livestock, crop production, planting, mort-
gage are the most popular of all loan products among the popu-
lation. 

In general, research results showed that:
• Microcredit programme positively affects the economic 

situation of  the client families.
• Permanent and continuous access to microcredit provides 

wide possibilties for planning and developing businesses.
• Microcredit programme creates opportunities for self-em-

ployment through creating new business or developing the 
existing one.

• Characteristics of loan products meet the needs of the cli-
ents.

Micro-crediting programme provides opportunities for self-em-
ployment of the clients. During the reporting period, micro-cred-
its contributed to the signifi cant increase of new jobs available. 
Impact assessment identifi ed that every loan of USD 250 creates 
or helps to create one vacancy – a loan disbursed by the Fund 
during a credit cycle (11-12 months) creates up to 6 permanent 
and 8 temporary jobs. 

However, at the same time, the research showed that Fund’s pro-
grammes have certain lapses as well. Below are the aspects that 
clients are not happy about: 

• High interest rates for existing loan products, 
• Procedure of a  monthly interest repayment for primary cli-

ents,
• Short duration of loans (only 12 months).

 
Taking into consideration the remarks of the clients, and after 
conducting the fi nancial environment analysis for competition 
taking into consideration fi nancial possibilities of the Fund, the 
leadership of the Fund took a decision on a signifi cant reduction 
of interest rates for the existing loan products. 

Besides, the Fund started implementing new types of credit ser-
vices, such as group lending for women and lending to trade-
service cooperatives, which are disbursed on collateral-free ba-

sis for the persons who are not able to participate in individual 
credit programmes of the Fund. 
Due to right research analysis and measures taken in time, the 
fl ow of clients to the Fund has increased signifi cantly, level of 
loan disbursement sharply grew in all the branches, repeat cli-
ents who use credit lines became more active. Loan portfolio 
growth over two months of 2004 was 12%.

In future, research results will be used for improving existing 
and implementing new loan products, developing effective 
mechanisms for interest repayment, improving Fund’s policies 
and procedures, improving the quality of services, implementing 
new methods for increasing awareness about Fund’s fi nancial 
services among population and attracting new clients. Analysed 
data will be used for developing strategic and marketing plan 
of the Fund and will contribute in following up the social and 
fi nancial mission of the Financial Fund Bai Tushum. 

Gulnara Shamshieva, Bai Tushum Financial Fund, Kyrgyzstan 
gshamshieva@baitushum.com

Kosovo Enterprise Program (KEP)

Kosovo Enterprise Program (KEP) is a locally 
registered, fi nancially self-suffi cient MFI provid-
ing access to fi nancial and non-fi nancial services 
to low-income, micro and small entrepreneurs 
throughout Kosovo. KEP started as a Project of 

International Catholic Migration Commission (ICMC). 
KEP is a socially responsible market leader with an outstanding 
portfolio of 6.5 million Euros and over 5,500 active clients. 
KEP grew from a small operation comprised of two branches, 
18 staff, and a portfolio of 180,000 Euros in 1999 to a fi nan-
cially and operationally self-suffi cient MFI with a 6.5 million 
Euro portfolio, 11 branches, and 60 staff who work throughout 
Kosovo.

KEP currently offers four lending products:
• Solidarity Group Loans
• Individual Loans
• Village Banking
• Consumer Loans

 
KEP also offers training and consultancy services to MFIs, 
NGOs and private companies throughout the Region.

www.keponline.net

Number 
of Loans 
Outstand-
ing (end of 
period)

Value of Loans 
Outstanding (end 
of period)

Operational 
Self-Suffi -
ciency

Financial 
Self-Suf-
fi ciency

1999 170 107,220.35 € 4.01% 3.78%

2000 1,875 1,472,255.20 € 25.20% 20.90%

2001 4,203 3,861,374.55 € 85.67% 62.32%

2002 5,237 5,589,410.40 € 171.34% 126.25%

2003 5,440 5,989,490.10 € 171.18% 141.29%

Feb 2004 5,504 6,519,466,85 €
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FORA (Fund Opportunity Russia)

In March 2004 FORA disbursed 2 
349 group loans and 380 individual 
loans. Thus, 2 819 projects have been 
fi nanced in one month. 

As of the end of March 2004, FORA had 13 581 active clients.

In March 2004, a new hub of FORA in Lipetsk started operat-
ing. Before that, it had been the largest satellite of FORA, which 
served as the basis for the new hub. 

Since 2003 FORA has been a member of the Small Entrepre-
neurship Public Council of the City of St. Petersburg. After the 
new Governor was elected, the composition and structure of the 
Council changed, and it was decided to arrange meetings of the 
Council quarterly, with participation of the Governor. The fi rst of 
such meetings with participation of V.I. Matvienko took place on 
the 26 of March. The Council made the proposal about introduc-
ing amendments into the law on the unifi ed imputed profi t tax. 
The Governor fell in with the proposal, and the amendments will 
be introduced at the nearest meeting of the Legislative Assembly 
of St. Petersburg. It is planned to develop the system for giving 
microcredits to small business entrepreneurs and individual en-
trepreneurs using state guarantees for the entrepreneurs having no 
collateral provision and the system of subsidizing interest rates; 
the municipality is planning to enter into agreements about pref-
erential credits (15% annual) with banks.

FORA Loan Analysis March 2004

www.forafund.ru

Constanta Foundation

2003 Achievements

In 2003 Constanta Foundation became a mem-
ber of Microfi nance Network, which is a global 
association of leading microfi nance practitio-
ners, being comprised of both nongovernmental 
fi nance and banking institutions.

Constanta further elaborated its own effective computerized 
Management Information Systems software, which enables the 
organization to promptly and easily produce any program related 
report for the purposes of management decision taking.

In the course of time Constanta managed to build good partner-
ship with the local banks primarily aimed at supporting the devel-
opment of micro and small business in the regions of Georgia.
In 2003 Constanta Foundation underwent the rating for the fi rst 
time. The rating mission was conducted by Planet Rating. The 
fi nal rating score received by the Foundation was B+.

According to the results of a study - A Regional Mapping of Mi-
crofi nance in Central and Eastern Europe and the NIS - conducted 
by Microfi nance Centre for CEE and NIS (MFC), Constanta is 
listed as one of the largest microfi nance institutions in the re-
gion.

In 2003 Constanta managed to open 4 branches, 6 service points, 
thus enabling the hundreds of micro and small business operators 
or owners to get access to fi nancial services. 

Some Performance Indicators

www.constanta.ge

Type Group
Loans

Individual
Loans

Total

No. of loans deployed 6,621 906 7,527

Total Amount (US$) 6,783,253 1,537,185 8,320,438

Average Amount 
(US$)

1,025 1,697 1,105

Female 5,280 447 5,727

% Female 80% 49% 76%

No. of new clients 1,902 334 2,236

Amount disbursed to 
new clients (US$)

1,522,792 514,286 2,037,078

Average amount disb. 
to new clients (US$)

801 1,540 911

Jobs sustained 9,717 2,411 12,128

New jobs expected 831 253 1,084

Average job impact 1.59 2.94 1.76

Manufacturing 12 15 27

Service 51 24 75

Retail 6,472 842 7,314

Transport 3 15 18

Trade 83 10 93

Agriculture - - -

TOTAL 6,621 906 7,527

GENERAL 
INDICATORS

2003 2002 2001 2000

Number of Ac-
tive Borrowers

18 588 16 134 13 202 9 733

Number of 
Personnel

207 146 99 70

Average Out-
standing Loan 
Size (US$)

190 182 113 68

Women 
Borrowers

71% 71% 78% 100%

Loans Below 
US$300

70% 69% 90% 100%

Gross Loan 
Portfolio 
(US$)

3 536 047 2 943 822 1 494 731 666 486

On-time Re-
payment Rate

98 % 98 % 99 % 99 %

Operational 
Self-Suffi -
ciency

137% 176% 140% 101%

Personnel 
Productivity

90 110 133 139
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FINCA Armenia

„FINCA Armenia” (Foundation 
for International Community As-
sistance) is a non-commercial, 
non-government organization 
whose aim is to ensure loan ac-
cess to entrepreneurs with dif-

ferent level of incomes. FINCA was registered in Armenia in 
January 2000. Initially the loans were offered to women only. 
Later on, considering the local culture, loans were offered both 
to men and women. At this point the correlation of male to fe-
male borrowers in FINCA makes 55% to 45%. Later FINCA has 
expanded its activities to other regions as well and by the end of 
February 2004 it was offering loans in 18 towns/regions through 
HQ offi ce and 2 regional (satellite). 

Currently, FINCA Armenia has 2 loan products: individual loans 
(loans secured by collateral) and group loans (loans guaranteed 
with non-traditional type of security - group solidarity). The num-
ber of FINCA’s active borrowers at this point is 5700. The aver-
age size of individual loan (as of February 2004) is $3400, and the 
average size of group loans is $586.

The foundation makes regular market surveys to the end of im-
proving its credit program and creating new products to support, 
through fi nancial services, the economically active part of popu-
lation and contribute to the social and economic development of 
the country. 

Most of FINCA Armenia’s borrowers are involved in trad-
ing business. 10% of the total number of  active borrowers are 
production enterprises. 5% of the borrowers are involved in 
the sphere of services. Dependent on the type of business and 
pay ability of borrowers, the loan size ranges between $70 and 
$20,000. FINCA Armenia’s best clients are offered grace condi-
tions, such as lower interest rate, longer loan term, grace period, 
fl exible payment schedule, higher loan amount.

The loan portfolio of FINCA Armenia, which at the end of Feb-
ruary 2004 was $2,039,700, is ensured by 28 loan offi cers. The 
repayment rate is currently 99.6%. 

FINCA Armenia is planning to develop its activities through ex-
panding into new regions and attracting new clients by offering 
new products and modifying the existing products for better cli-
ent satisfaction.    

FINCA Armenia: 2a  Agatangeghos Str., 375023 Yerevan, Armenia, tel: (374 1) 552 
861, 545 532, 545 531, fax: (374 1) 584 863, email: aram@fi nca.am

FINCA Kosovo

The Foundation for International Community Assistance (“FIN-
CA International, Inc.”) is a non-profi t microfi nance organization 
incorporated in the USA serving over quarter a million active cli-
ents in over 20 countries worldwide with the total loan portfolio 
over 50 million USD. FINCA provides fi nancial services to the 
world’s poorest families so they can create their own jobs, raise 
household incomes, and improve their standard of living.

FINCA Kosovo program was established in February 2000. The 
initial funding for FINCA Kosovo has been provided from the 
United States Agency for International Development (USAID). 
This has been followed by additional funding from UN Interim 
Mission in Kosovo (UNMIK) and the OSCE (loan capital grants), 
as well as EAR and German and Swiss Governments (long-term 
loans through the German Development Bank (KfW)). FINCA 
Kosovo was the fi rst non-banking fi nancial institution (NBFI) reg-
istered with UNMIK Banking and Payment Authorities (BPK). 

FINCA Kosovo strategic objectives are to:
• Create a model, self-sustainable microfi nance institution to 

serve Kosovo;
• Develop local staff capacity;
• Build confi dence in the fi nancial sector and specifi cally the 

micro-fi nance sector;
• Expand the model project to several regions within Kosovo.

Microfi nance is FINCA Kosovo’s only activity. 72 staff includ-
ing representatives of major ethnic and religious minorities serve 
our clients from our 5 Kosovo-wide located branches providing 
about 2,200 active clients with both solidarity group and indi-
vidual loans, with the portfolio totaling up to equivalent of 5 mil-
lion USD. 

FINCA Kosovo provides 2 loan products suitable for the small 
entrepreneurs: 

• Village Banking loans (solidarity group lending). This meth-
odology is more suitable for very small entrepreneurs who 
don’t have signifi cant assets to secure their loans. Instead, 
the borrowers form self-governed group and guarantee each-
others’ loans. This loan product is more popular in the rural 
areas;

• Small Enterprise loans (individual collateralized). These 
loans are suitable for small entrepreneurs with some busi-
ness history and some assets to be pledged. More popular in 
the urban areas.

Both products have modifi cations tailored to the start-up female 
entrepreneurs.

In addition to the business loans, FINCA Kosovo provides 2 other 
loan products aimed to improve its clients’ standard of living:

• House Improvement loans (household renovation-related ac-
tivities);

• Consumer loans (fi rewood, education, household appliances, 
vehicles etc.) 

FINCA Kosovo: 23 Komuna e Parisit Str. Prizren, tel: (381 29) 449 62,  250 62, fax: 
(381 29) 449 62, e-mail: yshulhan@villagebanking.org

FINCA Kyrgyzstan

FINCA (Foundation for International Assistance) Kyrgyzstan is 
part of FINCA International. FINCA International is a non-gov-
ernmental organization based in Washington, D.C. that provides 
microfi nance services at more than 20 locations worldwide.  
FINCA Kyrgyzstan began in May 1995 with USAID support as 
a village banking program. The program started its operations in 

NEW MFC MEMBERS
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the republic’s capital. Now in its eighth year of operation, FINCA 
offers full service in all seven oblasts, having fi ve regional and 
seven satellite offi cers.   
Savings and Credit Groups, or Village Banks, are the primary 
mechanism for FINCA’s micro-credit lending efforts. SCG con-
sists of fi ve or more members, mostly women, who come together 
to guarantee one another’s loans and to provide mutual support.  
Most clients of FINCA Kyrgyzstan engage in selling goods at 
local or regional markets.  Trade, including cross-border trade, 
plays a large role in the economy of the country. Groups meet 
weekly, bi-weekly or monthly over the course of a three-month 
or four-month cycle to make loan repayments. 
To qualify for a new loan, SCG members must repay 100% of the 
previous loan and all accrued interest. Additional loan amounts 
are determined by the repayment performance during the previ-
ous term. High ratings provide not only higher loan sizes but less 
frequent payments and lower interest rates. 

In 1998, FINCA added an individual loan product to support mi-
cro-manufacturers such as bakeries, canteens and shops.  
Individual loans are offered to former group borrowers as well as 
new clients. These loans range from $2000 to $12,000.  

To make its products more customer-friendly, the program con-
tinues to make refi nements in grace periods, seasonal loans, re-
payment schedules and loan terms. 

FINCA went through an external rating in 2003 from the  AC-
CION CAMEL.
FINCA Kyrgyzstan’s overall score as of Aug. 31, 2003 is 3,7, 
which is above the median ACCION CAMEL score seen in re-
cent years. Institutions that have scored in this range have gone 
on to demonstrate high success with slight adjustments in the 
management of key resources. 

In October 2003, FINCA Kyrgyzstan reregistered as a joint-stock 
“Microcredit Company” in compliance with new Kyrgyz micro-
fi nance legislation.

FINCA is now working on diversifying its range of loan prod-
ucts. 
The new type of loan – a consumer loan – was approved and is 
in its pilot stage. Consumer loans are provided to any community 
member who is currently employed for the purchase of furniture 
or technical appliances.

Mortgage loans are also being developed. Agricultural loans are 
being planned to start in the autumn of 2004.   

FINCA Kyrgyzstan: 127a Gogol St., Bishkek, tel: (996 312) 901 132, fax: (996 312) 
901 131, e-mail: gabdul@fi nca.org.kg

FINCA Tomsk

FINCA Tomsk Mission
FINCA Tomsk provides fi nancial services to small entrepreneurs 
in the Tomsk and Novosibirsk regions of Russia so they can cre-
ate their own jobs, raise household incomes, and improve their 
standard of living.  FINCA delivers these services through a pro-
fessional locally managed, self-supporting fi nancial institution 
capable of providing long-term fi nancial services to small entre-
preneurs in Western Siberia.

Brief History/Background of Organization
FINCA Tomsk is part of the global FINCA network.  Since 1984, 
FINCA affi liates have made micro-loans to poor people, mostly 
women, in the developing world.  Today, FINCA operates pro-

grams in 22 countries throughout Latin America, Africa, and the 
Newly Independent States of the former Soviet Union.

FINCA launched its Tomsk program in 2001 under a grant from 
the United States Agency for International Development and is 
locally registered under Russian law.  Through offi ces in the cit-
ies of Tomsk (2001) and Novosibirsk (2003), FINCA has dis-
bursed 11,000 micro-loans totaling over $8M from early 2001 to 
the end of March 2004.  At the end of March 2004, FINCA had 
1,400 active clients in the cities of Tomsk and Novosibirsk and 
is poised for continuing growth.  85% of FINCA Tomsk clients 
are women.

Primary Products/Services
FINCA has introduced two main loan products: (1) its “Village 
Bank”, or group lending methodology (Business Development 
Groups) – from 23 March 2001; and (2) its Small Enterprise 
Loan, or individual loan product – from 20 March 2002.

The core of FINCA’s lending activity in the region of Tomsk 
continues to be the group loan product (BDG or Business De-
velopment Group loans), while in the larger city of Novosibirsk, 
Russia’s 4th largest city, individual Small Enterprise Loans are 
more popular.  The Business Development Group loans do not re-
quire collateral, but instead each member of the group guarantees 
the loans of all group members.  Generally, these clients do not 
have credit histories or suffi cient collateral to qualify for a more 
traditional bank loan.  The FINCA individual loans are generally 
larger than the Business Development Group loans and require 
both collateral and a co-signer.  They are targeted towards clients 
who have larger, more established businesses with greater capital 
needs, but whose needs still fall under the minimum loan sizes of 
most small enterprise lenders in the formal sector.

FINCA also offers seasonal or parallel loans to both group and 
individual clients.  These loans are meant to supplement a current 
loan in response to extra business expected during a specifi c time 
of year or holiday and are available half-way through the loan 
cycle.  The fi rst seasonal loan was disbursed in December 2001.

In 2004 FINCA Tomsk plans to introduce additional fi nancial 
products to better serve the small business community, including 
micro-leasing and a new individual micro-loan product.  FINCA 
also plans to test an individual consumer loan product in summer 
of this year to further expand its client base in the region. 

FINCA Tomsk: Tomsk, 7, Gagarina str., 4th fl oor, tel: (7 3822) 585 001, e-mail: 
info@fi nca.tomsk.ru, www.fi nca.tomsk.ru

FINCA Samara

FINCA/Samara is a branch of  FINCA International, LLC, and le-
gally registered in Samara on 1 April 1999 after winning a United 
States Agency of International Development (USAID) grant to 
start a microcredit program in the Samara region of the Russian 

Federation. Samara was chosen  
because of the positive economic 
climate, progressive leadership, 
an advanced business environ-
ment.   FINCA/Samara’s  mis-

sion is to provide fi nancial services to families in the Volga Re-
gion so they can create their own jobs, raise household incomes 
and improve their standard of living..

Since its inception in 1999, FINCA/Samara has established 
a presence in 33 towns and villages of the Samara region and 
neighboring regions. The headquarters offi ce is in Samara city, 
with satellite offi ces located in Togliatty, Otradny, Syzran and 
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the village of Sukhodol. Starting in June 2002, FINCA/Samara 
expanded beyond the Samara oblast to the neighbouring regions 
of Orenburg and Ulianovsk, opening its program in Buguruslan 
and Buzuluk (Orenburg) and Dimitrovgrad (Ulianovsk)

During its fi rst fi ve years of operation, FINCA/Samara has been 
able to establish itself as a reputable fi nancial services’ provider 
on the local market.  The company’s loan products are accessible 
for all entrepreneurs, even those that are not able to receive credit 
through traditional fi nancial channels. Moreover, FINCA Samara 
has a large active client base of repeat clients, because each client 
is treated individually by well-trained loan offi cers, regardless of 
the size or the physical location of the client’s business. In other 
words, FINCA Samara through a customer oriented business ap-
proach fi lls an important niche in the fi nancial services sector in 
Samara and neighboring oblast by making its products and ser-
vices easily accessible to all. 

FINCA/Samara achievements:
• more than  21,000 loans to 5,500 entrepreneurs
• Total disbursement has exceeded  $24,484,733
• 2,927 active clients at the moment 
• active portfolio  $3,893,957

As a result of the success in building a local micro lending program 
in Samara and the neighboring regions, FINCA/Samara was cho-
sen to host an offi cial ceremony, commemorating the 100,000th 
loan,made through the USAID non-bank fi nance programs in Rus-
sia. The ceremony, held in Samara on 28 May 2003 in Samara oblast 
Headquarters, was treated as a symbol of the regional small business 
development. 

Recently, FINCA Samara added another distinction winning the 
award for the “Best Foreign Company in the Volga Region”. More 
than 11,000 enterprises from 14 Volga regions took part in this com-
petition, and FINCA Samara was selected for its outstanding work in 
the fi nancial services sector.

In order to maximize its potential target market, FINCA Sama-
ra offers a variety of fi nancial products, including:

Beyond the above, FINCA/Samara offers a wide range of benefi ts 
to our long-term clients, including: interest rate reductions, fl exible 
repayment schedules, and parallel and seasonal loans,.

The typical FINCA/Samara client is female (76% of clients are 
women), age 40-45, with a college education. In many cases, they 
were former workers of the enterprises, which were closed in the 
post-Soviet period. The average loan sum is - $1,819, and over 70% 
of our borrowers are SEL (individual loan) clients. The vast majority 
are involved in retail trading: 85% (goods – 58%, products – 27%), 
with service providers (10%) and small producers/processing (5%) 
comprising the remaining 15%.

FINCA/Samara constantly improves the quality and variety of exist-
ing services and plans to introduce additional loan products in the 
future, including education, home improvement and rural loans.  
Through product diversifi cation, geographic expansion and innova-
tive approaches to the delivery of fi nancial services, FINCA Samara 
will be able to strengthen its position in the ever-increasing competi-
tive market in Samara and the surrounding region.

FINCA/Samara: 52 Michurina St, #224, Samara, Russian Federation 443096.  
tel / fax : +007(8462)37-66-13, 79-20-07,  37-61-42, 36-88-00. e-mail: info@fi nca.
ru. www.fi nca.ru

FINCA – Tajikistan

FINCA – Tajikistan, a legally registered branch of FINCA Interna-
tional, Inc. in Tajikistan, was offi cially launched in the city of Ku-
gan-Tube in southern Tajikistan on 17 December 2003.  Thanks to 
initial funding from the United States Agency for International De-
velopment (USAID), FINCA – Tajikistan is now providing work-
ing capital to micro-entrepreneurs located primarily in the Khatlon 
Oblast of Tajikistan.  With offi ces in Kurgan-Tube and Dushanbe, 
FINCA – Tajikistan has disbursed over US$30K to 132 micro-entre-
preneurs between December 2003 and March 2004.  Nearly 67% of 
these micro-entrepreneurs are educated women representing one of 
typically two sources of household income supporting 2 to 3 family 
generations.
Our goal in Tajikistan is to become a self-sustaining micro-fi nance 
institution within three to fi ve years by providing micro-entrepreneurs 
with the working capital needs to grow their businesses by produc-
ing value added fi n-
ished goods and pur-
chase inventory.  The 
strategy developed 
and now being imple-
mented to achieve 
this goal involves the 
availability of com-
mercially driven loan 
products that meet 
the business needs of 
micro-entrepreneurs 
in various stages of 
development and seg-
ments of the economy.  Our activities began with the uncollateralized 
traditional “Group Solidarity Loan” (GSL) product with maximum 
sizes ranging from US$250 to US$1,000 for the fi rst and third loan 
cycles, respectively, and optional durations of 12 to 16 weeks.  We 
intend to introduce the “Small Enterprise Loan” (SEL) product to 
larger micro-entrepreneurs with sizes ranging from US$1,000 to 
US$5,000 sometime during the summer of 2004.      

For further information on our activities and plans, you may contact Adam A. Blan-
co, Country Director of FINCA International – Tajikistan, at aablanco@fi nca.tajik.
net, tel: +(992)(372)24.82.25 offi ce, Ulitsa Omar Khayam #5, Dushanbe, Republic 
of Tajikistan, 734003

Product BDG SEL Seasonal 
Loan

Parallel 
loan

Credit Line

Loan 
Term

12-24 
weeks

Up to 1.5 
year

12-16 
weeks

5 weeks Up to 1 year

Loan Size 
(Max)

30,000 
rubles 
($1,000)

500,000 
rubles 
($16,667)

50,000 
rubles 
($1,667)

25,000 
rubles 
(833)

500,000 
rubles 
($16,667)

Interest 
rate

1%/wk 1%/wk 1.5%/wk 1.5-2%/
wk

Trad-
ers:0.875%/
wk 
Producers: 
0.75%/wk

Client 
status

Active 
or New

Active or 
New

Active 
or New

Active 
Only

Active Only

Collateral None Mixed Mixed Mixed Mixed

Payments Weekly, 
bi-
weekly, 
monthly

Bi-
monthly, 
monthly

Two 
equal

One Monthly

Clients of FINCA Tajikistan
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FINCA Uzbekistan

FINCA Uzbekistan, a member of the FINCA International net-
work began lending in July 2003 with funding from USAID.  Its 
mission is to provide fi nancial services to low-income families 
so that they can create their own jobs, raise household incomes, 
and improve their standards of living.  FINCA Uzbekistan offers 
two products: a solidarity group-loan (Village Banking) product 
with savings, and an individual collateralized lending (Small 
Enterprise Loan) product.  It currently offers these programs in 
Tashkent city and in Tashkent region, where it works in three 
villages.  

FINCA Uzbekistan’s core credit product is the Village Banking 
loan.  Village Bank loans are provided to groups of at least six 
microentrepreneurs who are predominately poor women. This 
collectively guarantees one another’s loans.  During the fi rst loan 
cycle, clients are able to borrow from $50 to $250 for a credit 
term of four months, making payments on a biweekly basis.  A 
fl at monthly interest rate of 4% is charged. Successive loans can 
be 50% more than the previous one, and after the fourth loan cycle 
clients can qualify for larger loans of up to $1,000 each and lower 
interest rates of 3.7%.  Successful clients on their fourth loan cy-
cle or higher can move to monthly payments. FINCA Uzbekistan 
requires Village Bank clients to save 10% of the loan principal, 
enabling the majority of clients to build substantial savings while 
with FINCA.  As of January 31, 2004 FINCA Uzbekistan has 86 
active Village Banking groups with 541 active Village Banking 
clients, 84% of them women.  It has disbursed $189,483 to date 
and has a current outstanding portfolio of $61,544.  
 

FINCA Uzbekistan’s new loan product is for individuals who 
own small businesses with higher capital requirements and would 
be more likely to increase the number of employees if their 
businesses grew.  This new loan product was initially offered 
in December 2003.  Targeted businesses include bakeries, gro-
cery stores, mechanic shops, and tailors.  These Small Enterprise 
Loans start with initial loans of up to $750, with up to a 50% in-
crease in subsequent cycles.  Loan cycles would include biweekly 
payments switching to monthly payments by the third loan cycle.  
Loan terms are initially up to six months with increasingly longer 
terms per cycle up to a 12-month loan.  The initial interest rate is 
6% declining monthly, falling to 3.5% in the third or higher loan 
cycle.  As of January 31, 2004 FINCA Uzbekistan has 18 active 
small-enterprise loan clients.  It has disbursed $10,511 to date and 
has a current outstanding portfolio of $9,098. 

Along with the provision of loans, FINCA Uzbekistan also trains 
clients on how to use credit responsibly.  Over the course of the 
loan cycle, clients are trained in the necessary accounting skills to 
track internal savings and the repayments of their loans.  Through 
FINCA Uzbekistan solidarity group meetings, clients also learn 
valuable lessons in group management skills, which enable them 
to conduct meetings themselves.  

The primary benefi ciaries of the FINCA Uzbekistan program 
are economically active poorer microentrepreneurs and their 
families. The targeted entrepreneurs will allow them to reinvest 
in their family’s well-being, secure employment for themselves 
by investing in their businesses, increase their incomes and eco-
nomic activity, thus contributing to the economic development of 
their local communities.  

FINCA Uzbekistan: 62 Amir Temur Str., Tashkent, tel: (998 71) 134 7965, fax: (998 
71) 134 8965, e-mail: edgreenwood@yahoo.com

Microfinance Development Fund (MDF), Mongolia

Our mission
Our mission is to assist in the development of a strong micro-
finance sector that is capable of serving low-income and poor 
households in the rural areas of Mongolia. We accomplish 
this by providing financing and promoting best practices to 
qualified commercial banks and non-bank financial institu-
tions that actively serve such economically active house-
holds. It is our belief that providing financial services to sup-
port rural households’ economic activities can enable them to 
diversify and increase their sources of income. 

In addition, our mission is to provide training and techni-
cal assistance to Microfinance Institutions (MFIs) regarding 
micro-lending procedures. To address the weakness of the 
Non-Bank Financial Institutions (NBFIs) and the lack of fa-
miliarity with best practices in micro-lending, the MDF is 
committed to developing a technical assistance and training 
component to its operations. 

Types of services and methodology we offer
The MDF is a wholesale on-lending facility to accredited 
Microfinance Institutions such as commercial banks (includ-
ing wholesale commercial banks) and non-bank financial 
institutions (NBFIs) for on-lending to the target population 
(through sub-loans), i.e. the poor and vulnerable middle of 
the target area. 

The loan source of $4.7 million -- equivalent to the amount 
of the Mongolian Togrogs -- had to be lent for low interest 
to the participating financial institutions (PFIs) that were se-
lected as subsidiary borrowers.

All potential MDF applicants are required to meet the follow-
ing minimum eligibility criteria:

• Activities must be conducted in accordance with the law 
of the Government of Mongolia 

• Criteria and requirements set by the Bank of Mongolia 
for commercial banks and NBFIs in Mongolia must be 
adhered to. 

• Loan interest provided to individuals and families has to 
be below the market interest rate

• 75% of the loan capital has to be provided to the out-
reach soums*, families and individuals of the project 
selected areas, while 40% has to be provided to the poor 
and vulnerable families with small income, individuals 
and small enterprises in order to increase their income 
and support their activities. 

Type of clients we work with   
The outreach of financially and institutionally sustainable mi-
crofinance services to the targeted poor and vulnerable with 
small income households, individuals and micro enterprises 
achieved in remote rural areas of the 8 core aimags*: Bayan-
Olgii, Bayankhongor, Dornod, Dundgovi, Ovorkhangai, Om-
nogovi, Tov, Uvs, and Bayangol district of Ulaanbaatar city. 
 

* soum – administrative unit of aimag
* aimag – largest administrative division of Mongolian province

mdf@mbox.mn
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Kyrgyz Agricultural Finance Corporation (KAFC)

Legal status and organizational structure
Kyrgyz Agricultural Finance Corporation (KAFC) 
was established in 1996 by the Government of the 

Kyrgyz Republic and the World Bank to provide financial 
resources to the newly emerging private farmers and rural 
enterprises. 
The Government of the Kyrgyz Republic is a sole sharehold-
er of KAFC. Now, KAFC is a closed joint-stock company. 
According to its 2004 business plan, KAFC plans to trans-
form itself into a rural bank and become an open joint-stock 
company. One of the priorities for KAFC’s privatization is 
an option to offer a stake in KAFC to international financial 
organizations, so that it can continue to develop while pro-
viding for KAFC’s sustained growth in the future. 

Cooperation 
At present, KAFC is an implementation agency for two of 
the World Bank’s and one of Asian Development Bank’s 
projects in Kyrgyz Republic. KAFC is participating in the 
realization of a poverty-alleviation program by the United 
Nations Development Program (UNDP) and a German gov-
ernment project for the development of cooperatives „Raif-
feisen” in Kyrgyzstan. 
KAFC cooperates with many international organizations 
such as „Rabobank” (Netherlands), the Japanese Agricultur-
al Finance Corporation, Asia-Pacific Rural and Agricultural 
Credit Association (APRACA), the Swiss Development of-
fice in Bishkek and other providers of consulting and training 
services.

KAFC’s lending activity
KAFC provides financing to the following sectors of the 
economy: 

• Agriculture (crop production, cattle breeding, poultry 
farming, beekeeping, fish breeding, etc.).

• The processing industry and other spheres considered as 
agribusiness (processing, packing and storage of prod-
ucts).

• Services sector (tourism, catering, consulting, market-
ing, transportation and other services provided to rural 
populations).

• Trade (trade-supply activities in villages).
• Other profitable activities in rural areas that have posi-

tive cash flows, as demonstrated in business plans.

KAFC provides loans according to the following terms:
• Short term -  less than 1 year;
• Medium term - from 1 to 3 years;
• Long term - more than 3 years, but less than 7 years.

KAFC extends loans of the following two types:
• Working capital loans for the purchase of production in-

puts, raw materials for the processing industry, and other 
means of production, etc. In this case, the borrowers’ 
own contribution in the project should be no less than 
20%. This means that KAFC finances 80% of borrow-
ers’ business projects; the borrower’s contribution can 
be represented in terms of cash or in terms of commodi-
ties and should be reflected in the business plan, includ-
ing the cash-flow projections. A borrower’s contribution 
in non-cash can be represented, for instance, in terms of 
payments as wages, equipment and tools, rent, and left-
over raw materials.

• Investment loans for the construction and building of 

production facilities, procurement of agricultural and 
non-agricultural equipment and machinery, etc. Invest-
ment credits require a 30% contribution from the bor-
rower for a given project. This contribution could be as 
cash investments, construction materials, transportation 
and equipment installation costs and other costs.

KAFC does not finance the following activities:
• Refinancing of existing debts
• Tobacco production
• Strong alcoholic beverages production
• The purchase and rental of land

Interest rates
At the present time, the minimum interest rate is 15% in na-
tional currency; the maximum, 23%.

National network
KAFC has a wide network all over the country - 11 branches 
and 47 representatives. Employees number 305,112 of whom 
are  loan officers.

kafc@infotel.kg

Micro-Entrepreneurs Development Support Center 
(MDTM), Tajikistan 

MDTM was registered on January 29, 
2003 as part of the project implement-
ed by the Representation of ACDI/
VOCA in Tajikistan. ACDI/VOCA 
received a grant from the United 
States Agency for International De-

velopment (USAID) in October 2001 
to implement and manage the Ferghana 

Valley Regional Microlending Program 
(FVRM), which is part of the Stability and Food Security 
Project.

MDTM’s mission is to „Improve the lives of the Tajik people 
by creating new opportunities for economic development by 
providing high-quality financial and technical services to mi-
cro-entrepreneurs in northern Tajikistan.”

MDTM serves both rural and urban clients. The main office 
is situated in the city of Khujand, and there are five sub-of-
fices in rural areas. The main product is a loan for trade, 
agribusiness and production. It is designed to provide work-
ing capital to micro-entrepreneurs. These loans range from 
$100-$1000, with terms of one to six months.

There is also a special product designed for livestock produc-
tion for people who grow domestic animals for sale. Both 
products are disbursed using the solidarity group methodol-
ogy.

In January 2004 MDTM started disbursing individual loans 
to successful former group borrowers.

As of March 1, 2004 the outstanding loan portfolio was 
$315,000 with 1,622 active clients.

MDTM is planning to become fully self-sufficient by the end 
of 2004. We plan to receive additional funding or receive a 
loan to increase the loan portfolio.

Shoira Sadykova, Deputy Director, shoira@acdivoca.khj.tajik.net
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European Microfinance Network (EMN)

The European Micro-
finance Network was 
launched on April 28th 
2003 in Barcelona. 
Despite a dense main-

stream banking network, many small businesses and families 
do not have access to financial services in Western Europe, 
more especially very poor people, excluded and unemployed 
persons. The objective of the EMN is to facilitate and de-
velop, in collaboration with all types of financial institutions, 
access to these services for all segments of the European 
population. 

More precisely it aims at :
• Promoting self-employment, microentreprise and micro-

finance in Europe;
• Supporting the development of microfinance pro-

grammes by disseminating good practice in microfi-
nance delivery;

• Improving the regulatory frameworks to enable the most 
effective delivery of microfinance and self-employment, 
at European Union and Member State levels.

The network currently has 24 members. They are practitio-
ners, research organisations and consultantants in microfi-
nance. These organisations represent 10 European Union 
Member States. The Microfinance Center for Central and 
Eastern Europe (MFC) brings the experience of new acces-
sion countries. Several members of the network are banks 
or foundations created by banks. Other members work in 
partnership with the banking sector. EMN does not wish to 
create conflict amongst different types of institutions, but 
at facilitating the development of a continuum of financial 
institutions to meet all financial needs, including those of 
disadvantaged people.

As a new organization EMN will concentrate its efforts at the 
beginning by offering the following services:

• Information sharing
• Training on best practices for loan officers and top man-

agerial leaders
• Facilitate exchanges among the members
• Organization of a first microfinance conference for 

Western Europe
• Promote microfinance at European Commission and 

Member State levels

EMN is currently supported by the European Commission 
(DG Employment and Social Affairs) and its members.

European Microfinance Network
4, boulevard Poissonnière, 75009 PARIS
Tel +33 1 56 03 59 70 – Fax : 01 56 03 59 59
Web : www.european-microfinance.org, email : emn@european-microfi-
nance.org

Oikocredit 

Oikocredit, as a worldwide cooperative society, promotes 
global justice by challenging people, churches and others 
to share their resources through socially responsible invest-

ments and by empowering people with credit.
The Oikocredit concept is mainly carried by the investments 
of our 545 members: 482 churches and church-related orga-
nizations, 32 Support Associations (representing over 22,000 
individuals, parishes and congregations), the Oikocredit Inter-
national Share Foundation and 30 project partners.  In terms 
of policy-making the membership is represented by 16 Board 
members, mainly from the South.  The day-to-day business is 
in the hands of the International Support Office in the Neth-
erlands, 11 regional offices, managed by local professionals, 
and 10 country representatives around the world.  Financing 
the enterprises of poor people is the core of our business. By 
the end of 2003, Oikocredit had 362 projects with a value of 
EUR 107.6 million in its portfolio.  Our clients range from 
Microfinance Institutions and small and medium enterprises 
to cooperatives of, for instance, small coffee farmers.  

Oikocredit provides loans in local and hard currency, as well 
as equity investments About half of our portfolio consists of 
loans to Microfinance Institutions.

Contact Address for clients in the CEE Region:
Florian Grohs, Regional Manager CEE
Tesselschadelaan 4, 3818 WD Amersfoort, Tel: +49 6131 6223720
Email: fgrohs@oikocredit.org,  www.oikocredit.org

MFC Network Membership

Microfi nance Centre for CEE and NIS (MFC) is a top-notch organi-
zation of 89 involved in microfi nance in 27 countries in the Central 
and Eastern European/New Independent States region.
By becoming an MFC member, you get access to a host of cut-
ting-edge microfi nance products and services available only to the 
members. MFC products and services are custom-tailored to meet 
members’ needs. They will help your organization to become more 
competitive and knowledgeable about industry standards and best 
practices. 

MFC members benefi t from:
• Access to members-only information via the MFC member 

list-serve including information on new funding, career devel-
opment options, and new research projects. 

• A 30% discount on MFC training courses and the MFC 
annual conference, where you will learn about current best 
practices and innovations and network with fellow MFC mem-
bers.

• Promotion of your company on the MFC website and via 
the MFC Newsletter, which reaches an audience of more than 
3,000 people and 2,000 companies and organizations world-
wide.

• Tangible contact with investors via the MIXMarket—an in-
ternet exchange information platform, www.mixmarket.org, 
and the MBB publication (MicroBanking Bulletin) where your 
data contribute to the industry benchmarks. 

• Participation in MFC governance by providing input into 
our strategic organizational development. 

• Access to action research projects including free technical 
assistance on the latest issues and testing and implementation 
of innovative tools that can provide you with a competitive 
edge and expansion opportunities. 

• Access to scholarships for training seminars, conferences, and 
similar events (depending on the availability of scholarship 
funds).

Membership fee is USD 350 per year.

More information about the membership application procedure is available through 
the MFC web site – “How to Become a Member” section, or upon request from Alicja 
Krzeszewska alicja@mfc.org.pl
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LIST OF MFC MEMBERS

Albania
 Albanian Savings and Credit Union ffrural@albaniaonline.net
 BESA Foundation mfi @besa.org.al
 For the Future Foundation fff@albaniaonline.net
 Mountain Areas Finance Fund (MAFF) ffzm@icc-al.org
 PSHM pshm@pshm.icc-al.org
  
Armenia 
 FINCA Armenia aturgun@yahoo.com
 MDF „KAMURJ” vgagik@arminco.com
 SEF International arsen_kuchukyan@wvi.org
 UMCOR/AREGAK yesiam@aregak.am

Austria
 Opportunity International - Eastern Europe
  kvanderweele@compuserve.com
 
Azerbaijan
 AKIA akia@azeuro.net
 SFDI offi ce@sfdi.net
 World Vision AzerCredit L.L.C. bradford_martin@wvi.org
 
Belgium
 INAISE inaise@inaise.org

Bosnia and Herzegovina
 CHF International, B&H offi ce   vinceg@chfbh.org
 EKI  B&H wvimikro@bih.net.ba
 Foundation for Sustainable Development – LID lip@odraz.ba
 LOK micro info@lok.ba
 MCO Mikra saninc@mikra.ba
 MI-BOSPO bospo@bih.net.ba
 MIKROFIN mikrofi n@inecco.net
 Mikro „REZ-FOND” infosa@chfbh.org
 MKO BosVita bv.dir@bih.net.ba
 PRIZMA Micro hq@prizma.ba
 PARTNER partner@partner.ba
 Sunrise sunrise@microsunrise.ba
 Women for Women International zene@bih.net.ba

Bulgaria
 Mikrofond EAD breskovski@ngorc.net
 Nachala Cooperative arnaudov@nachala.org
 UNDP - Job Opportunities Through Business offi ce@jobs-bg.org
 
Croatia  
 CRS Croatia, MikroPlus  trave2@zg.tel.hr
 DEMOS Savings and Loan Cooperative     demos@demos-skz.hr
 NOA Savings and Loan Cooperative noa@os.tel.hr
 
France
 ADIE adie@adie.org
 European Microfi nance Network (EMN) 
  emn@european-microfi nance.org
 
Georgia
 Constanta Foundation all@constanta.ge
 WV Georgia, MED Program, GEF georgia@wvi.org
 
Hungary
 Hungarian Foundation for Enterprise Promotion info@mva.hu
 
Kazakhstan
 Asian Credit Fund acf@ducatmail.kz
 Kazakhstan Loan Fund kclf@nursat.kz
 
Kosovo
 Agency for Finance in Kosovo v_anadolli@yahoo.com
 FINCA  Kosovo yshulhan@villagebanking.org
 Kosovo Enterprise Program (KEP) mkagai@keponline.net
 UMCOR Kosovo umcor@umcor-kosovo.ipko.org
 

Kyrgyzstan
 Bai Tushum Financial Foundation baitushum@elcat.kg
 FINCA Microcredit Company jmeikle@fi nca.org.kg
 KAFC kafc@infotel.kg
 Mercy Corps Kyrgyzstan     cab@kg.mercycorps.org 
 
Macedonia
 Horizonti MF - CRS/ Macedonia horizonti@catholicrelief.org.mk
 MOZNOSTI moznosti@moznosti.com.mk

Moldova
 Moldova Microfi nance Alliance mma@mma.dnt.md
 
Mongolia
 Micro-Finance Development Fund mdf@mbox.mn
 XacBank bank@xacbank.org
 
Poland
 FDPA fdpa@fdpa.org.pl
 Home Financial Banking HFB Sp. z o.o. centrala@hfb.org.pl
 Regional Financial Agency poczta@fpf.pl
 Inicjatywa Mikro krakow@inicjatywamikro.pl
 Rural Development Foundation pszczepanski@fww.org.pl
 
Romania
 CHF Romania              offi ce_tm@chf.ro
 Economic Development Center (CDE) info@cde.ro
 Opportunity Microcredit Romania (OMRO) fi zvor@fx.ro
 Romanian-American Enterprise Fund bill.wingate@raef.ro
 Shorebank Advisory Services tina.ohmann@fx.ro
 
Russia
 FINCA Russia (Samara/Tomsk) info@fi nca.ru
 FORA yurina@forafund.ru
 Russian Women’s Microfi nance Network rwmn@com2com.ru

Serbia and Montenegro  
 AGROINVEST Foundation Kyhl_Amosson@wvi.org
 Alter Modus altermod@cg.yu
 Micro Development Fund m.gojkovic@mdf.org.yu
 MicroFinS – NGO mfi ns@eunet.yu
 Opportunity Bank Montenegro info@opportunitybank.cg.yu
 
Slovakia
 Regional Advisory and Information Center (RAIC) rpic@rpicpo.sk
 The Integra Foundation integra@integra.sk
 
Tajikistan
 Development Fund Supporting Farmership 
 and Entrepreneurship  mf_devfd@sugdinter.com
 FINCA Tajikistan aablanco@fi nca.tajik.net
 Micro-entrepreneurs Development Support Center  (MDTM)  
  shoira@acdivoca.khj.tajik.net 
 Millennium Development Partners Tajikistan JJaeckle@mrds.org
 NABWT abw_tajikistan@mail.ru
 
The Netherlands
 Oikocredit offi ce@oikocredit.org
 
Ukraine
 Counterpart Meta Center meta@meta.lviv.ua
 CREDO credo@utel.net.ua
 HOPE – Ukraine hope@comint.net

USA
 Women’s World Banking wwb@swwb.org
 
Uzbekistan
 ACDI/VOCA, CAMFA offi ce@camfa.uz
 FINCA Uzbekistan edgreenwood@yahoo.com
 MCI Microfi nance Program „BARAKOT” btolbaev@buzton.com



Microfi nance Centre for Central and Eastern 
Europe and the New Independent States

ul. Koszykowa 60/62 m 52
00-673 Warsaw

Poland
tel: (48-22) 622 34 65
fax: (48 22) 622 34 85

e-mail: microfi nance@mfc.org.pl
http://www.mfc.org.pl

MFC STAFF

Grzegorz Galusek grzegorz@mfc.org.pl
Executive Director      

Training & Consulting

Olga Tomilova olgatomilova@yahoo.com
Training Manager

John  Guzowski john@mfc.org.pl
Acting Training & Consulting Manager

Walter Tounitsky walter@mfc.org.pl
Business Development Manager

Inessa Kim inessa@mfc.org.pl
Training Coordinator

Jovana Andjelic ajovana@yahoo.com
Regional Training Coordinator for the Balkans

Aldona Rutkowska aldona@mfc.org.pl
Training Coordinator Assistant

Research

Kasia Pawlak kasia@mfc.org.pl
Research Manager

Michal Matul michal@mfc.org.pl
Researcher

Justyna Pytkowska justyna@mfc.org.pl
Researcher

Dorota Szubert dorota@mfc.org.pl
Research Assistant

Ewa Pawlak ewa@mfc.org.pl
Research Assistant

Networking

Magda Kicińska magda@mfc.org.pl
Network Marketing Manager

Legal and Regulatory Program

Marcin Fijałkowski marcin@mfc.org.pl
Legal & Regulatory Program Coordinator

Support
Alicja Krzeszewska alicja@mfc.org.pl
Regional Coordinator

Maciej Jaroszczyk maciej@mfc.org.pl
Accountant

Ewa Romanowska ewar@mfc.org.pl
Accounting Assistant

MISSION

The MFC is the leading membership-based resource centre in CEE and the 
NIS.  Its mission is to promote the development of a strong and sustainable 
micro fi nance sector in order to increase access to fi nancial services for low-
income people, particularly micro-entrepreneurs.

The MFC fulfi lls this mission by providing high quality training, consulting, 
research, mutual learning and legal and policy development services.

MFC SUPPORTERS

United States Agency for International Development (USAID)
Consultative Group to Assist the Poorest (CGAP)
The Ford Foundation
Open Society Institute
The SEEP Network
The Microfi nance Information eXchange (MIX)

BOARD OF DIRECTORS

Ken Vander Weele, Opportunity International Network(OI) – Treasurer
Maria Nowak, ADIE France
Tamar Lebanidze, Constanta Foundation, Georgia
Gert van Maanen, Oikocredit
Caroline Tsilikounas, ICMC
Mariam Yesayan, UMCOR/AREGAK Armenia

Delivery of training courses 
in three languages – English, 
Russian, Bosnian-Serb-Croatian 
-portfolio of 13 training courses 
developed by CGAP, MFC, 
Bankakademie
20 local trainers

Action Research: ImpAct, SEEP PLP
Bringing global expertise to the 
region: AIMS, MSA
Mapping of microfi nance and 
best practice
New tools and training 
development
Performance Monitoring and 
Benchmarking

Resource centre on legal acts 
(clearinghouse)
Diagnostic analyses of legal 
environment for microfi nance
Semi-annual Policy Monitor
Annual NIS Policy Forum

Facilitation of local experience 
sharing through:
Annual Microfi nance Conference
Semi-annual Newsletter
Web page
Resource centre

MFC ACTIVITIES


