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I INTRODUCTION

The statIC vIabIlIty model IS a practical tool that mlcrofinance mstItutions (MFls) can use
to make CrItical deCISIons about the sustamabilIty of theIr credIt programs The model,
whIch IS computer based, was developed by Charles Waterfield m 1992 Smce then, the
author has mcorporated many changes to mcrease the model's relevance to emergmg
MFls The CMF has worked With thIS model and found It a valuable traInIng and learmng
tool for MFls The model Increases the user's understandmg of the CrItical varIables that
affect the VIabIlIty ofa credIt program and the relatIOnshIps among those variables

However, the CMF has two major concerns related to applIcation of the model FIrst, as
the model IS computenzed, It IS not readIly acceSSIble to programs that don't have a
computer In Uganda, many MFIs are operatmg m an enVIronment where the phySIcal
and human mfrastructure doesn't allow even hmited computer apphcatIOn Second, the
presentation of the model m Chapter 11 of CARE's Savmgs and CredIt Sourcebook! IS
not easy for begInners to understand To users workIng WIth finanCIal models for the first
time and WIth lImIted understandmg of finanCIal concepts, the mstructIOns
accompanymg the model are overwhelmmg, complex and dIfficult to follow WIthout
gUIdance

To address these wncems, the CMF deCIded to develop a manual verSIOn of the static
model ThIS was done by convertmg computer-based formulas and InstructIOns In the
model mto paper-based procedures that enable the user to work through the model step
by step Computel-based users can also follow these InstructIOns, Instead oftransfernng
the mformatlon to paper, transfer It to the relevant sectIOn of the model

The gUIde starts WIth an overvIew constructed from mtroductory notes made by the
model's developer The next section contams a lIst of steps on "how to" use the static
model WIth or Without a computer

II OVERVIEW

I What IS the static The statIc" IabilIty model enables an MFI to determme the
VIabIlIty model? level of finanCIal self-suffiCIency of ItS credIt program at

some gIven pomt In time, preferably when the program has
stabIlIzed at a certam level of actiVIty

2 Why use a model to Models are practIcal tools one can use to predIct future
make projections for effects of deCISIOns made today A model helps the user to
finanCIal ViabIlIty? make these predIctIOns based on past expenence
3 Who can use thIS The static model can be used by the Board, Program
model? Manager, CredIt Manager, Accountant, Donors or any

other persons workmg to buIld up the level of finanCIal
self-suffiCIency of the MFI

1 ThiS document was proVided to MFls that attended the CMF's Program Managers Trammg Course
Module I IntroductIOn to Mlcrofinance Best Practices
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4 What questIOns can the
model answer?

The static ViabIlIty model helps an MFI to find answers to
questIOns about financial self-sufficIency GIven the MFI's
cost structure, mterest rates, loan volume and methodology
(what servIces are delIvered and how), what percentage of
the MFI's costs can be covered by mcome generated from
mterest and fees? In the search to address thIS large and
Important questIOn, the user must carefully thmk through ­
and perhaps change - many aspects of the program Some
of the questIOns that WIll arIse are
D How can my program offer servIces that reach a large

number ofpoor people?
D What servIces can my program afford to offer to poor

people, gIven the resources avaIlable?
D How many loans should be gIven out per month?
D What should be the loan term for each type of loan?
D How bIg should the loans be?
D GIven our lendmg methodology, what tasks should the

10allQfficers perform?
D How should the loan officers allocate theIr time?
D How many loan officers do we need?
D How many clIents should each loan officer be

responsIble for?
D How bIg should the portfolIo be for each loan officer?
D How much capItal does the credIt program have?
D Is thIS capItal suffiCIent, gIven the number of loan

officers and the SIze portfolIo that each one should be
managmg?

D How much extra capItal/loan funds does the credIt
program need?

D Can we afford to borrow funds from commercIal
mstitutIOns?

D What mterest rate should we charge on loans?
D What method should we use to calculate

mterest on loans (declmmg balance or flat)?
D What commISSIOn should we charge on loans?
D What should our targeted repayment rate be?
D What IS the effect of a hIgh default rate on the

program?
D What IS the cost per staff member, takmg mto account

salanes, transportatIOn costs, and other admInIstratIve
costs?

D GIven the current methodology (e g the loan SIze, loan
term, number of clIents for each loan officer, etc) and
finanCIal deCISIOns (e g commISSIOn rate, mterest rate,
etc) does the program generate suffiCIent mcome to
cover costs? 1 e Is It finanCIally Viable?
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0 If the credIt program IS not generatmg suffiCIent
mcome to cover costs, what long term-subSIdy IS
needed?

0 Who IS wl1lmg to gIve the credIt program a subsIdy and
for how long?

0 What actlOn(s) should we take to Improve the level of
self -suffiCIency?

0 WIll an mcrease m loan funds Improve the finanCial
self-sufficIency?

0 If we expanded by openmg up more branches, would
thIS help to mcrease financial self-sufficIency?

5 Are there any thmgs that The statIC ViabIlIty model cannot
thIS model cannot do? 0 Tell the user the cost structure, mterest and fee

structure, and methodology the user must make these
declSlons and then determme what Impact they have on
program vIabIlIty

0 Answer questlOns about the change m the variables
over tIme (e g what WIll be the total mcome generated
m the first and second years ofoperatlOn?)
To answer thIS type of questlOn, you need a dynamIC
model that enables you to project mformatlOn month by
month over a penod of time

6 When should 1 use thIS The statIC model could be used to
model? 0 DeSIgn a credIt program

0 Plan for finanCIal self-suffiCIency
0 Check/analyze the current level of finanCial ViabIlIty

7 What faCIlIties do I need You need the followmg faCIlItIes m order to work WIth the
to help me work WIth thIS statIC model
model? 0 A calculator

0 Paper and pencl1
0 A computer If avaIlable (thIS saves you a lot of tIme

performmg calculatlOns)
8 How much time do I ThIS depends on the skIll and expenence of the user You
need to work through thIS need 2-3 hours to work through the statIC model on a
model? computer and more If you are performmg the calculatlOns

manually
9 What do I need to do to To produce accurate and realIstIC results through thIS
get accurate results? model, you need to

0 Follow mstructlOns gIven m the step by step gUIde
0 Base your estimates on what IS practical, not the Ideal

sltuatlOn (e g a caseload of 500 clIents per loan officer
for an mdlvlduallendmg program may not be practIcal)

0 Restram from makmg overly ambItious estImates (e g
2 % bad debt reserve m a program that has had much
hIgher levels of bad debt)

0 Go through the model usmg numbers based on one loan
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methodology If your MFI has more than one loan
methodology e g mdividualloans and solIdanty
groups, you need to prepare Tables A,B,C,D,E and F
for each methodology and then sum the program
mcome and ioan portfolIos Cost mformatIon - Tables
G and H - need only be filled out once Table J also
needs to be filled out only once usmg the program
totals

o Be consIstent m usmg umts e g If you choose to use
US Dollars for loan amounts, all other financial
mformatIOn must be stated m US Dollars

III STEPS FOR WORKING THROUGH THE STATIC VIABILITY MODEL
PROGRAMS LENDING TO INDIVIDUALS OR SOLIDARITY GROUPS

STEPl Complete the followmg defimtlOnal sectIOns of the model

A Methodology We are usmg the StatIc ViabIlIty model for (Tick one)

o an mdividuallendmg methodology
o a solIdanty group methodology
o a VIllage bankmg methodology

N B The MFI you are analyzmg may have multiple lendmg methodologIes for ItS
credIt program, but you need to have a separate analysIs for each dIstmct
methodology Use thIS gUIde for lendmg to mdividuais or solIdanty groups

If you are usmg a computer, mdicate the chosen methodology m the box prOVIded
(lIne 69G)

B The prOjectIOns m thIS model are made usmg (TIck one)
o Uganda ShIllIngs
o Umted States Dollars

If you are usmg a computer, fill out the Currency InformatIOn sectIOn Remember
to use only one currency throughout the analySIS

C The annual mterest rate (nommal or quoted rate to chents) IS -----

D We calculate mterest usmg (Tick one)
o Declmmg balance

Computer users WIth dechnmg balance, fill m hne 10
o Flat method

Computer users WIth flat mterest, fill m hne 11
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E Based on our knowledge of prevaIhng mvestment opportumtIes,
the average mterest earned on mvestmentslbank depOSIts IS

Computer users fill m hne 12

F Based on our knowledge of the natIOnal economIC SItuatIOn,
the annual mflatIOn rate IS

Computer users :fiIIll1lme 13

Go to Table Dl: LOAN OFFICER'S CASELOAD

Table DI helps the analyst to determme If the 'caseload' for each loan officer IS
realIstIc The'caseload' IS the total number of clIents that each loan officer can
serve When calculatmg thIS number, It IS extremely Important to keep m mmd all
the tasks that the loan officer must accomplIsh each month, mdudmg follow-up
of chents that receIved loans m prevIOUS months You must also conSIder the
transportatIOn tIme spent gettmg from the office to the meetmg place and back

Note The analySIS m Table D on caseload IS for one loan officer

Note We have used the term 'loan officer' rather than 'agent' (the term used m
the computer model) However, the meanmg of the two terms IS the same and
refers to the person who works dIrectly WIth the chents to dehver finanCIal
serVIces

STEP 2 DeCide on the number of loans that each loan officer can
disburse each month

Based on your expenence and knowledge of the chosen methodology, estImate
the number of chents that can receIve loans from one loan officer each month If a
group methodology IS used, count the total number of mdIvIdual members In
makmg thIS estImate, don't forget that loan officers also have to follow-up the
clIents who receIved loans m prevIOUS months

The total number of loans that each loan officer
can dIsburse each month IS

o Transfel thIS mformatlOn to Table Dl lme 1 and Table Dl lme 5

6



STEP 3 Decide on the average contractual loan term

DeCIde on the average tlme penod that each borrower should have to pay back the
loan (TYPIcally, thIS ranges between 3 and 6 months Shorter loans are eaSIer for
the MFI to control)

If the MFI has several types of loans With dIfferent loan terms, you must calculate
the average as follows

Multlply the % of loans WIth each loan term by the number of months, then add
the results Example

70% of loans have a loan term of4 months
30% of loans have a loan term of 6 months

(70 x 4) + (30 x 6) = 28 + 1 8 = 4 6 IS the average contractual loan term

o The average contractual loan term IS

STEP 4 Calculate the average effective loan term

The effectlve loan term IS the amount of tlme that chents actually take to repay
then loans If any chents make theIr repayments late, then thIS effectlvely
lengthens the loan term Obtam the effectlve loan term for the loan portfoho by
divIdmg the contractual loan term by the average % of chents repaymg on tlme
each month

Example If 90% of chents make on-tlme repayments then
4 6 - 9 = 5 1 The effectlve loan term IS 5 1 months

o The average effectlve loan term IS

STEPS Calculate the loan officer caseload (the total number of chents that
each loan officer can serve)

Total chents = Number of loans dIsbursed per month x
Average effectIve loan term

Usmg the mformatIOn from Step 2 (Number of loans dIsbursed per month) and
Step 4 (Average effectIve loan term), plus the formula above calculate the total
number of clIents that each loan officer can serve

The number of clIents that one loan officer can serve IS
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l:J Transfer thzs number to Table DI, lme 4

STEP 6 Decide on number of first loans per month

The Static ViabilIty model shows a picture of the program portfoho at the pomt
where avmlable loan funds are fully used to service eXlstmg chents However,
there wIll always be a percentage of turnover, that IS, old chents and/or groups
droppmg out and new chents and/or groups Jommg the program

• EstImate the percentage of chents/groups that are expected to drop out of the
program at any given time

Put the percentage here _

• MultIply the percentage by the "number of loans disbursed per month" calculated
m Step 2 above Round to the nearest whole number, or to the nearest number that
corresponds to group size (If you expect entIre groups to drop out) ThiS number IS
the average number of 'first loans' servIced by the average loan officer m an
average month

Put the number of first loans here

l:J Transfer thzs number to Table DI, Lme 2
l:J Also transfer zt to Table DI, lme 7, column a (Note ifyou are usmg a

computer, thzs transfer - as well as others m thzs guzde - wzll be performed
automatzcally by the program

STEP 7 Determme the number of follow -up loans

Some loans Will be disbursed to first-time borrowers and the remamder Will
be disbursed to chents who have received loans m the past Get the number of
follow-up loans by usmg the mformatlOn from Step 2 (Number of loans disbursed
per month), Step 6 (Number of first loans per month) and the formula

Number of follow-up loans = Number of loans disbursed per month ­
Number of first loans per month

Put the number of follow-up loans here

l:J Transfer thzs number to Table DI, lme 3
l:J Also transfer lt to Table DI, lme 8, column a

8



STEP 8 Calculate the number of borrowers reqUirlDg supervIsIon each month

ThIs number can be easIly calculated from InformatIOn already generated

Borrowers requmng actIve supervIsIon = 'Total number of actIve borrowers' (hne
4) mInUS 'Number ofloans dIsbursed per month' (hne 1 or lme 5)

CJ Enter thiS InformatIOn on Lme 6 o/Table D1 and also on Lme 9, Column a

GO TO TABLE E LOAN PROCESSING TIME

STEP 9 Work out the tIme each loan officer takes to prepare chents before
dIsbursement of a loan to a new chent or group

Note that loan analysIs tIme for first loans IS usually more than for follow-on
loans because of the need to create awareness, develop a relatIOnshIp WIth chents,
buIld up the groups, etc ThIs step reqUIres you to work out the amount of tIme
actually spent wIth new clIents and/or groups TIme needed by the loan officer to
travel to and from the chent IS consIdered separately To analyze the use oftlme
for first loans, you need to go through the follOWIng process

A
• Does the loan officer meet the clIents In group sessIOns? YESINO

If no, go to part B of thIS step

• If yes, how many sessIOns are reqUIred before the first loan IS dIsbursed?

_____ sessIOns

• What IS the average tIme spent In each group sessIOn?
Tick only one

CJ ~ hour (5 hour)
CJ 1 hour
CJ 1 ~ hours (1 5 hours)
CJ 2 hours
CJ 3 hours

CJ Multiply the number 0/sessIOns by the average time spent m each group sessIOn and
put the answer m Table E, lme 1, column a Note that thiS IS the time spent for one
group only - a new group that has Just Jomed th program Also note that all time
must be ex ressed as a deCimal e 15 mmutes IS 5 hours 30 mmutes IS 50 hours
45 mmutes IS 75 hour and so on ThiS rule a lz s to all subse uent calculatIOns 0

time
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o Flll out Lme 2, column a ofthe table, 1 e number ofborrowers m an average group
o Dlvlde Lme 1 by Lme 2 to get the number ofhours that the loan officer spends with

an average group on a per borrower basls Enter thls number on Lme 3, column a

B
• Does the chent VISIt the office to dISCUSS hIS or her financIng reqUirements?

YES/NO
If no, SkIp to part C of thIS step

• If YES, what percentage of chents VISIt the office? _

what IS the average time per chent for thIS VISIt or VISItS? _

IJ Multlply the % who VlSlt by the average tIme per VISIt to get the average VlSlt tIme
Put your answer on Lme 4 ofTable E

c
• Are VISItS to chents' busInesses a part of the methodology? YES/NO

IfNO, SkIp to part D of thIS step

If YES, what percentage are VIsIted? _

what IS the average length of time for thIS VISIt or VISItS? _

o Multlply the % that are vlslted by the V1Slt tlme to get the average Put your
answer on Lme 5 ofTable E

D
• How much time IS spent for each borrower

In completIng loan-specIfic paperwork?

Note If paperwork conSIsts of group forms, the time spent to complete these
forms must be dIvIded by the number of borrowers In a group to get the time
spent per borrower

o Put your answer on Lme 6 ofTable E

E
• Does the methodology mclude securIty arrangements (collateral, CO-SIgners, etc)

that reqUire the loan officer's tIme? YES/NO

IfNO, SkIp to part F of thIS step

If YES, what IS the average time per chent for venfymg collateral? _

CJ Put your answer on Lme 7ofTable E

10



F
CI Addyour answers m Lmes 3 through 7 andput this on Lme 9 ofTable E
CI Then transfer this mformatton to Lme 7, column b) ofTable Dl
CI Multiply column b) by column a) to get the total hours per month that each agent

spends with new clIents or groups preparmg them for their first loans Enter this
total on Lme 7, column c

STEP 10 Loan AnalysIs TIme for Follow-on loans

ThIS sectIOn refers to the tIme reqmred to process follow-on loans ThIs tIme IS
usually shorter than for first loans as the number of VISItS pre-loan IS often
sIgmficantly less, as IS the time for ancIllary tasks such as collateral venficatIOn

Ask the same questIOns that were posed for first VISItS m Step 9 FIll out column
b) of Table E

CI Transfer your answer m Lme 9, column b ofTable E to Lme 8, column b) ofTable
DI

lJ Multiply Lme 8, column b) of Table DI by column a) to get the total hours per
month that each agent spends with cltents or groups that have been m the
program for some time preparmg them for second, thzrd, fourth or subsequent
follow-on loans Enter thzs total time on Lme 8, column c

GO TO TABLE F CALCULATION OF AVERAGE MONTHLY VISIT TIME

STEP 11 AnalySIS of Average Monthly VISit Time (or 'Supervision' Time)

OvervIew of Table F ThIS table enables the analyst to conSIder time spent on
supervlSlon, trammg and/or technIcal aSSIstance after the loans (eIther first loan or
follow-on loan) have been dIsbursed CalculatIOns III thIS sectIOn are based on time spent
m one month

A Percentage of tIme spent with 'newer' vs 'older' borrowers

Note first that Table F allows you to separately analyze 'newer' borrowers and 'older'
borrowers 'Newer' borrowers are conSIdered separately from 'older' borrowers
because they may reqmre more tIme WIth the loan officer

o DeCIde first whether 'newer' clIents reqUire more monthly VISIt hme than do
'older' chents Then decIde what percentage of chents fit mto each category
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(J Transfer thIS mformatzon to the row on Table F that lS dlrectly above lme 1 The
percentage of 'newer' and 'older' cllents should add up to 100% These
percentages are used m the rest of the table for both post-loan group VISitS and
mdividual VISitS

CJ Now calculate the number of 'newer' clIents and 'older' clIents that each loan
officer must supervIse Get the total number of chents to be supervIsed from Lme
6 or Lme 9 of Table Dl Multiply thIS number by the percentages for 'newer' and
'older' chents

CJ Transfer thiS mformatzon to the row on Table F that IS directly above Lme 1 You
now have both the percentage and number of 'newer' vs 'older' chents

B TIme spent wIth thents m group meetmgs

Lmes 1 through 3 of Table F calculate the amount of time that the loan officer spends
supervIsmg chents through regular group meetmgs ThIS mformatIOn IS calculated for
one month If the methodology does not mclude group seSSIOns, go to Part C

CJ Estimate the average time spent by the loan officer m group meetmgs (for one
group) each month for both 'newer' and 'older' clIents

CJ Transfer thiS mformatzon to Table F, lme 1 Remember to enter fractIOns ofhours
as deCimals

CJ Insert the number ofchents per group on Table F, lme 2 ThiS number must be the
same as the number entered on Table E, lme 2

CJ DIVIde hne 1 by hne 2 to get the 'per borrower' time spent m group meetmgs
Put your answer on lme 3

Do thIS for both 'newer' and 'older' chents

C TIme spent with clIents mdividually

IndIVIdual VISIt tImes can be taIlored not only for 'newer' vs 'older' chents, but also
for 'bnef vs 'full' ViSItS

CJ DecIde, m the context of the methodology, what constItutes a boef or a full VISIt
The average time for each type of VISIt IS then entered mto the column marked
'hours' for hnes 5 and 6 of Table F Enter thiS mformatzon as a deCimal, iffor
example a 'brief' VISit IS 15 mmutes, enter thiS as 25 (25% ofan hour)

12



[J Calculate the percentage of clIents who receIve full, bnef or no VISItS each month
Enter thiS m the % column for lmes 4, 5 and 6 The three percentages should add
up to 100%

[J Calculate the average VISIt time for mdividual aSSIstance usmg the followmg
formula

(% bnefvIsits multIplIed by the average time spent gIvmg bnefmdividual VISItS) +
(% full VISItS muitiphed by the hours spent In an average full VISIt)

Do thIS for both 'newer' and 'older' chents

[J Transfer these results (which should be a percentage) to Lme 7 of Table F,
'hours' column

[J Calculate a weIghted average post·loan VISIt time per chent by usmg the formula

(average VISIt time for newer borrowers m group meetmgs shown on Lme 3 + average
VISIt time m mdividual meetmgs shown on Lme 7) multIphed by the % of newer
borrowers shown above Lme 1

plus
(average VISIt time for older borrowers m group meetmgs shown on Lme 3 + average
VlSlt time m mdividual meetmgs shown on Lme 7) multiplIed by the % of older
borrowers shown above Lme 1

The result, shown as a deCImal, wIll be the average VISIt time for supervISIon

[J Transfer thiS mformatlOn to Table D, Lme 9, column b

RETURN TO TABLE Dl

STEP 12 Calculate the total tIme the loan officer needs to work WIth chents

[J Multiply the number of borrowers requmng supervISIon (Lme 9, column a of
Table Dl) by the average VISIt tIme (Lme 9, column b) ThIS gIves the total hours
per month that a loan officer WIll need for supervlSlon Enter thiS result on Lme 9,
column c

[J Now add column Lmes 7, 8 and 9, column c ThIS IS the total time that the loan
officer wIll need for visItmg clIents Enter the result on lme 10, column c

[J Next calculate the total hours per month that a loan officer IS expected to work
MultIply weekly hours by 4 3 to get average monthly hours Enter the result on
Table D Lme 11 column c
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o DIvIde Lme 10 by Lme 11 ThIs gIves the percentage of hIS or her total work tIme
that the loan officer needs to work With chents Enter thIS % on Lzne 12, column
c ThIS tIme m most cases WIll not be more than 60% of the total tIme that the
loan officer has avaIlable

o If the tIme spent wIth partIcIpants IS more than 60% of total tIme, your
expectatIOns of the loan officer's caseload are probably unreahstic You need to
reVIew Tables D, E and F to see how tIme WIth chents can be reduced
AlternatIvely, you can reduce the number of chents that each loan officer IS
expected to serve In thIS case, go back to LInes 1 through 6 of Table D1 to
reVIew the caseload ThIS reahty check IS Important Do not proceed to the next
step untIl the loan officer's caseload IS reahstic

STEP 13 Estimate time reqUired for transportation, paperwork, meetmgs,
staff trammg, and unproductive uses

A Estimate transportation time

o ReVIew the locatIOn of chents and the type of transport the loan officer uses WIth
thIS InfOrmatIOn, estImate the average transportatIOn tIme for an average loan officer

The loan officer spends on average __ hours per day on transportatIOn

o MultIply by 5 days / week and then by 43 weeks/month to get__ hours per
month

o DIvIde thIS by the total hours shown on Lme 11, column c to get the % that thIS
represents and enter thIS % on Lzne 13, column c

B Estimate time reqUired for paperwork and admmlstratlOn, staff meetmgs
and staff trammg, and unproductive time

ThIS category refers to all tIme at the office, or unproductIve, that has not been
conSIdered elsewhere

NOTE Be sure not to double count WIth 'paperwork' tIme that has already been
estImated for loan proceSSIng (see first loan and follow-on loan analySIS)

o Calculate the amount of tIme reqUIred for each category of work

o DIVIde thIS by the total hours shown on LIne 11, column c

o Transfer the IriformatlOn on percentage of tIme for each category to Lmes 14
through 16 ofTable DI
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CJ Add the percentages shown on Lznes 12 through 16 and put the total on Lzne 17
ThIS should not be greater than 100%

ReVIew thIS mformatIOn for realIsm If It IS not realIstIc, you WIll need to adjust the
loan officer's caseload so that he or she has adequate tIme m the office to do the
reqUired tasks AlternatIvely, adopt a methodology that reqUires less tIme from the
loan officer for paperwork and meetmgs Agam, do not proceed untIl the caseload IS
realIstIc

GO TO TABLE Al INCOME PROJECTIONS

STEP 14 Calculate the weighted average loan sIZe and term

Table A, Income ProJectIOns, begms the process of defimng the financIal structure ­
mcome and expenses - that matches your program's chOIce of servIces Once the
financIal vanables are defined, you WIll need to determme If the resultmg level of self­
sufficIency IS acceptable If not, you WIll need to make adjustments m servIces, fee
structure, and expenses to arrIve at an acceptable level To make mcome proJectIOns, you
need to go through the followmg process

a You calculated the 'number of loans per month per loan officer' m Step 2 Transfer
thIS znformatwnfrom Lzne 1 ofTable D1 to Lzne 1 ofTable A

a You calculated the effectIve loan term m Step 4 Transfer thIS mformatwn to Table A,
Lme2

a MultIply Lzne 1 by Lzne 2 to get Lzne 3 ofTable A, 'ActIve borrowers per agent' ThIS
should be the same as Lzne 4 ofTable D1

GO TO TABLE B WEIGHTED AVERAGE LOAN SIZE AND TERM

In Table B, you must decIde on the progressIOn of loan SIzes that the program WIll use
You must answer questIOns such as What IS the average loan SIze for first-tIme
borrowers? How do loan SIzes mcrease over tIme? /"

The average loan SIzes must be the long-term average, after the program matures and has
a large percentage of clIents receIvmg theu second, thud and subsequent loans

Cl Enter the average Size ofthe first loan on Table B lzne 1 Also enter the percentage of
loans that Will be first loans ./

Note Because the model IS predIctmg the status after the program has matured, the
percentage of first loans wIll decrease over tIme, eventually equalmg the expected
long-term graduatIOn / rejectIOn / desertIOn rate of clIents from the program
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a Then calculate the percentages and sizes ofsubsequent loans and enter these on lines
2 through 6

Note For logical consistency the percentage of second loans must be equal to or
smaller than the number of first loans (sInce It IS from first loans that second loans
come), lIkeWise for thIrd, fourth and fifth loans The last category - Sixth and future­
can, and In most cases should, be a larger percentage than preVIOUS categones
because It represents more than one loan cycle

a Calculate the weighted average loan size usmg the formula

Percentage of first loans multIplIed by the average size of first loans
plus

Percentage of second loans multiplIed by the average size of second loans
plus

Percentage of third loans multIplIed by the average size of thud loans
plus

Percentage of fourth loans multIplIed by the average size of fourth loans
plus

Percentage of fifth loans multiplIed by the average size of fifth loans
plus

Percentage of SiXth loans multIplIed by the average SIze of SIxth loans

a Enter the weighted average loan size on Line 7 a/Table B

STEP 15 Determme the average outstandmg loan balance

There are two common scenanos for loan repayment that have an Impact on the
percentage ofthe loans disbursed that are outstandmg at any given tIme

Scenario A

• ClIents are expected to make regular, even payments throughout the lIfe of the loan
and

• The loan IS WIthOUt any grace penods and
• Loan dIsbursement IS constant from month to month

In thIS case, thf" value of loans outstandmg at any pomt m tIme wIll be equal to half of the
amount disbursed Therefore, the percentage of the average loan outstandIng WIll be 50%

a Ifthese conditIOns hold/or your program, then put 50% on Line 8 a/Table B

ScenarIO B

• Loans are repaId In one mstallment at the end of the loan penod
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• Loan dIsbursement IS constant from month to month

In thIS case, the value of loans outstandmg at any pomt m tIme wIll be equal to 100% of
the amount dIsbursed

o Ifthese condltlOns holdfor your program, then put IOO% on Lme 8 ofTable B

If neIther of these scenarIOS apply to your MFI, then you wIll need to consult pages 240 ­
242 of Chapter II of the CARE Savmgs and CredIt Sourcebook or contact the CMF for
help wIth the calculatIOn

o Next, calculate average outstandmg loan balance by multlplymg the percentage on
Lme 8 by the welghted average loan Slze calculated on Lme 7 Put your answer on
Table B, lme 9

GO TO TABLE Al INCOME PROJECTIONS

STEP 16 Determme the total value of the loan portfolIo

o Transfer your result from Table B, lme 9 to Table AI, lme 4

o Multlply Lme 3 hy Lme ..f to Ret the average slze ofthe loan portjolzo that one loan
officer lS expeaed to mana!!;c Enter thls amount on Lme 5 ofTable Al

o DecIde on the number of loan officers that the program wIll employ The number of
loan officers that you can aftord to place m the field depends on the total value of
loan funds that are avaIlable Enter thls number on Table AI, Lme 6 You may need
to adjust thls number after revlewmg the results on Lme 7

o Calculate the total value of the loan portfolIo by multIplymg the portfolIo per loan
officer (lme 5) by the number of loan officers (lme 6) Enter the value ofthe portjolzo
on Table AI, lme 7

IMPORTANT POINT The model assumes that the total portfolIo IS workmg at all tImes,
that IS, that all the money m the portfolIo IS m the hands of clIents at any gIven tIme and
earnmg mterest and fees If thIS IS not the case, then mterest and fee mcome wIll be
overstated You need to work out how much, on average, IS WIth clIents at any gIven tIme
and make sure that thIS amount agrees WIth the total loan portfolIo amount (Lme 7 of
Table Al ) The model does allow the MFI to have some cash 'float', that IS, cash that IS
not lent out at any gIven tIme, but thIS amount IS added to the total portfolIo amount that
IS shown on Lme 7 (see Table G, hne 10, 'percentage utIhzatIOn')

NOTE Table Al cannot be completed at thIS pomt Lmes 8 and 9 wlll be determmed
after Table C, YIeld, has been completed Lmes 10 and 11 wlll be completed after Table
G, Program Cost ProJectIOns, has been prepared
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STEP 17 Work out the yield on the portfolIo

The yIeld IS the mcome from both the mterest and the commISSIOn charged on loans To
arnve at mterest and commISSIOn mcome, you need to complete Table C

GO TOTABLE C

FIll out hnes 1 - 4 of Table C usmg mformatIOn from Table A
o Transfer mformatIOn on 'number ofloans per month per loan officer' from Table Ai,

lme 1 to Table C, lme 1
o Transfer mformatIOn on 'number of loan officers' from Table AI, lme 6 to Table C,

lme 2
o MultIply hne 1 by hne 2 and then by 12 (months per year) to get 'number ofloans per

year' Enter thzs result on lme 4

A CommIssIon Income

Go to the sectIOn m Table C on CommIsSIOn Income (Lmes 11 - 15)

CommISSIOn Income IS based on the total amount that IS loaned annually To get thIS
total

o Transfer the mformatzon on the 'number ofloans per year' (lme 4 m Table C) to lme
11

o Transfer the mformatIOn on 'average loan szze 'from Table B, lme 7 to Table C, lme
12

o Multzply lme 11 by lme 12 to get the 'total loaned annually' Put your answer on lme
13 ofTable C

o Put the percentage commZSSIOn that wzll be charged on lme 14

o MUltIply the total amount that IS loaned annually (hne 13) by the commISSIOn
perc",ntage (hne 14) to arnve at commISSIOn mcome Put the figure for commZSSIOn
mcome on lme 15

B Interest Income

At the begmmng of your work on thIS model, you decIded on the annual mterest rate and
the way It would be charged eIther dechnmg balance or flat ThIS was recorded m Step 1,
QuestIon D
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If you recorded declmmg balance method, fill out hnes 16-18 on Table C To get annual
mterest mcome

[J multzply total portfolw (from Table Ai lzne 7) by the annual znterest rate (Step 1,
Questwn C) Recordyour answer on Lzne i8

If you recorded flat rate method, fill out hnes 19 -25 of Table C To get annual mterest

[J Lzne 19, Actzve borrowers per loan officer refer to Table Ai lzne 3
[J Lzne 20, Number ofloan officers refer to Table Ai lzne 6
[J Lzne 21, Actzve borrowers zn program = Actzve borrowers per loan officer (lzne 19) x

Number ofloan officers (lzne 20)
[J Lzne 22, Average znItzalloan amount f efer to Table B lzne 7 (NOT lzne 8)
[J Lzne 23, Amount on whzch znterest IS charged = Actzve borrowers zn program x

average znltwlloan amount
[J Lme 24, Annual mterest rate refer to Step 1 Questwn C
[J Lme 25, Annual mterest mcome = Lme 23 x Lme 24

C Annual YIeld

[J Fzll out lznes 29 and 30 of Table C usmg mformatwn that you worked out for
commzsswn mcome (Lme 15) and mterest mcome (Lme 18 or Lzne 25)

[J Lme 32 = Lme 29 + Lme 30
[J Lme 33, Total portfolw Getfrom Table A1, lme 7
[J Lme 34, Annual yIeld on portfolw IS calculated by dlVldmg the total annual earned

mcome (Lme 32) by the total loan portfoho (Lme 33)

GO TO TABLE At

[J Transfer the figure for annual yIeld (Lme 34) to Table A, lme 8 ThIs number should
be expressed as a deCImal or as a percentage

[J MUltIply hne 7, 'total program portfoho' by hne 8, 'annual yIeld' to get 'total annual
earned mcome' Enter thIS result on lzne 9

NOTE Table A WIll not be complete until lme 10, mterest earned on mvestments, IS
calculated ThIS reqUIres mformatIOn from Table G, Program Expenses

STEP 18 Work out total program expenses In Table G Program Cost
ProjectIons and Table H AdmInistratIve Costs

In makmg cost estImates for your SIze of program, you need to mclude personnel costs
admInIstratIve costs, finanCIal costs (1 e cost of funds), bad debt reserve, devaluatIOn of
the portfolIo through mflatIOn and Imputed SUbSIdy of capItal

19



A Personnel Costs

GO TOTABLE G

Prepare Table G, Lmes 1-5, usmg actual numbers m your program or your estImate of
staffing needs Note that the number of loan officers m Lme 1 comes from Lme 6 of
Table A In determmmg staffing levels, you should take mto consIderatIOn the fact that
many 'Best PractIce' MFIs have a field staff percentage that IS between 40% and 60% of
total staff

o FIll m the numbers ofeach type ofstaffon Lmes 1 through 5 column (a)
o Insert the average cost per person m column (b)
o Multlply (a) by (b) to get the total costs for each type of staff Enter thIS result on

column (c)
o Lme 6 Add up columns a, band c ofLmes 1 - 5

B AdminIstrative Costs

GO TO TABLEH

Next complete Table H AdmmistratIve Costs per Annum (hnes 1 - 9), usmg actual
numbers m your program or your estImates of the fixed assets (motorbIkes, computers,
etc) that wIll be reqUIred to run the program

o Lme 1 On a separate sheet, hst the assets ofyour MFI Thenfill out Lme 1
o Lme 2 DecIde on the approprxate deprecxatIOn perIOd
o Lme 3 Lme 1 dlVlded by Lme 2 = the deprecxatIOn expense for the current year
o Lmes 4 - 8 LISt other categorIes ofadmlmstratlve expense (e g rent, utllltles, office

supphes, etc) and estImate the amount reqUlredfor these expenses for one year
o Lme 10, Total Admlmstratlve Costs Add up lmes 3 - 8
o Lme 11, Number ofActual Employees Get thIS figure from Table 0, lme 6, column

a
o Lme 12, Admlmstratlve Cost per Person DIvIde total admlmstratlve costs (lme 10)

by number ofactual employees (lme 11)

GO BACK TO TABLE G

o Transfer the admlmstratlve cost per person from Lme 12 of Table H to Lme 7 of
Table G

o Multlply Lme 6 by Lme 7 to get Total AdmImstratlve Cost

C Cost of Funds

Annual Cost of Funds IS calculated on hnes 9-15 of Table G
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lJ Lme 9 Transfer the value ofthe active loan portfolIO from Table AI, lme 7
lJ Lme 10, Percentage UtIlIzatIon An MFI WIll need to have access to more funds than

the amount that IS actIvely lent ThIS wIll enable It to mamtam some cashflow
lIqUIdIty In mstItutIOns that hold savmgs, hIgher levels of lIqUIdIty are reqUIred m
order to meet clIent requests for wIthdrawals, and m regulated mstItutIons, lIqUIdIty
may be necessary to meet statutory reserve reqUIrements Determme the percentage
utllzzatlOn, (dependmg on your cashjlow requlrements) and then enter thls
mformatlOn on lme 10 ofTable G

lJ Lme 11, Total Funds Requzred = 'Active loan portfolIO' dlvlded by 'Percentage
utllzzatlOn' IMPORTANT POINT Note that the total funds requIred are larger than
the actIve portfolIo ThIS IS because the model assumes that the total actIve portfolIo
IS workmg (that IS, earnmg mterest) at all tImes If thIs IS not the case (that IS, there
are Idle funds m addItIon to the funds that are budgeted m thIS sectIOn) then mcome
WIll be overstated Please refer to the 'Important pomt' mentIoned m Step 16

lJ Lme 12, Program Equzty Enter on thls lme the amount ofmoney that your MFIowns
that can be mvested m the loan portfolIO

lJ Lme 13, Requzred Borrowed Funds Subtract lme 12 from lme 11
lJ Lme 14, Welghted Interest Rate ofBorrowed Funds Enter the annual mterest rate

for funds acquzredfrom commerclal sources or donor loans
lJ Lme 15, Annual Cost ofFunds Multlply Lme 13 by Lme 14

D Annual Bad Debt Reserve

Annual Bad Debt Reserve IS the projected level of uncollectIble loans

lJ Lme 16, Active loan portfolIO Transfer the amountfrom Lme 9, Table G
lJ Lme 17, Projected Reserve Percentage Estlmate a percentage based on the

experIence of the program IMPORTANT NOTE The percentage entered by the
analyst IS calculated on the value of the portfolIo, NOT the total value of
dIsbursements If, for example, the program prOjects a bad debt of 5% of portfolIo,
thIS WIll translate mto a bad debt per loan of 1 25% If the average loan term IS three
months ThIS IS because the loan money WIll tum over 4 tImes a year, each tIme bemg
exposed to default nsk It IS very Important to understand thIS dIstInctIOn so that bad
debt IS not underestImated

lJ Lme 18, Annual Bad Debt Reserve Multlply lme 16 by lme 17 (See the eMF
Accountmg Manual for a descnptIon of how thIS reserve should be set up on the
MFI's books)

E Annual Devaluation of EqUity

Annual DevaluatIOn of EqUity calculates the amount that the loan fund IS bemg eroded
over time by mflatton
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o Lme 19, Program Capztal Thzs zs the same as the 'program equzty' entered on Table
G, Lme 12

o Lme 20, Annual mjlatlOn rate Enter the current rate m Uganda ThIs was estimated
In Step 1, part F

o Lme 21, Annual DevaluatlOn ofEquzty Multzply lme 19 by lme 20

F Capital Subsidies

The Imputed SUbSIdy of CapItal calculates the extra cost of capItal that would be Incurred
If the program had to pay 'market' or 'commercIal' rates for Its capItal

o Lme 22, ReqUIred borrowedfunds Transfer from Table G, lme 13
o Lme 23, Degree ofmterest rate subSIdy Subtract the rate entered on lme 14 from the

91 =day TreasuI) Brll iate If the result IS posrtIve, there IS a capItal subsIdy, enter the
rate on lme 23 If the result IS negative, then there IS no capItal subSIdy and thIs
sectIOn should be skIpped

o Lme 24, Imputed Subszdy ofCapztal Multzply lme 22 by lme 23

STEP 19 Complete the mcome projectIOns

o Calculate the dIfference between the total funds reqUIred (Table G, lme 11) and total
loan portfolIo (Table G, lme 9) The dIfference represents excess funds that can be
Invested by the program

o The average mterest rate that the program would receIve on these funds was defined
m Step 1, E

o MultIply thIS mterest rate by the excess funds to get the Interest earned on
mvestments

GO TO TABLE A

o Put thzs value mto Table A, Lme 10
o Add lIne 9 and lme 10 to get the Total Annual Income Enter thzs amount on Lme 11

Table A IS now complete, WIth all mcome earned by the program accounted for

STEP 20 Compute Level of FmancIaI Self-Sufficiency

GO TO TABLEJ

Lme J, Personnel Cost Transfer the total from Table G, lme 6, column c
Lme 2 Admznlstratzve Cost Transfer the total from Table G, lme 8
Lme 3, Loan Loss Reserve Transfer from Table G, lme J8
Lme 4 Operatmg Costs Add lmes J, 2 and 3
Lme 5, Cost ofFunds Transfer from Table G, lme J5
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Lme 6, Devaluatzon ofEqulty Transfer from Table G, lme 21
Lme 7, Total Costs Add lmes 4, 5 and 6
Lme 8, TotalIncome Transfer from Table AI, lme 11
Lme 9, Imputed Subszdy ofCapztal Transfer from Table G, lme 24

Use the followmg formulas to compute your program's self-sufficIency level

A OperatIOnal self-sufficIency

Total Annual Income (Table J. hne 8)
OperatIng Costs (Table J, hne 4)

B Fmanclal Self-sufficIency

Total Annual Income (Table J. hne 8)
Operatmg Costs + FInanCIal costs + DevaluatIOn of EqUity (Table J, lIne 7)

C Full Fmanclal Self-sufficIency

Total Annual Income (Table J, hne 8)
Total Costs + Imputed SubSIdy of CapItal (Table J, hne 7 + hne 9)

STEP 21 Plannmg for greater self-sufficIency

(J RevIew Table J to see the level of self-sufficIency that has been achIeved by your
program at Its 'steady state' If the level of full financIal self-sufficiency IS not 100%,
reVIew your mterest rate and fee structures, your program costs and your lendIng
methodology to see If the posItIOn could be Improved WIth some changes In pohcIes,
procedures and cost structures
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SECTION I: INCOME AND PORTFOLIO PROJECTIONS

TABLE At: INCOME PROJECfIONS FOR PROGRAMS LENDING
TO INDIVIDUALS

1 Number of loans chsbursed per month per
loan officer

2 Effective loan term (in months) x

3 Active borrowers per loan officer =

4 Average outstandIng loan balance x

5 Average portfolio per loan officer =

6 Number ofloan officers x

7 Total program portfolIo -

8 Annual YIeld x

9 Total Annual Earned Income =

10 Interest earned on Investments +

11 Total Annual Income =



TABLE B: WEIGHTED AVERAGE LOAN SIZE AND TERM

Loan % Average SIZe
ProgressIon

1 FIrSt loans

2 Second loans

3 ThIrd loans

4 Fourth loans

5 FIfth loans

6 SIxth and future loans

7 WeIghted Avg xxxxx

8 % ofIDlt1alloan outstandIng (50% - 100%)

9 Average OutstandIng Loan Balance



TABLE C: ANNUAL YIELD ON PORTFOUO

PROGRAMS LENDING TO INDIVIDUALS

OR SOLIDARITY GROUPS Lmes 1 - 4

1 Number of loans per month per loan officers

2 Number of loan officers x

3 Months per year x 12

4 Number of loans per year =

VILLAGE BANKING PROGRAMS Lmes 5 - 10

5 Months per year 12

6 EffectIve loan term /

7 Loans per borrower per year =

8 Number ofborrowers per loan officer x

9 Number of loan officers x

10 Number of loans per year =



TABLE C: ANNUAL YIELD ON PORTFOLIO (CONT.)

COMMISSION INCOME All Programs

11 Number of loans per year

12 Average loan SIZe x

13 Total loaned annually =

14 COIDlDlsslOn rate x

15 Total annual COIDIDlSSlon mcome -

DECLINING BALANCE INTEREST
16 Total portfoho

17 Annual mterest rate (declmmg balance) x

18 Annual mterest mcome =



TABLE C: ANNUAL YIELD ON PORTFOUO (CONT.)

FLAT INTEREST

19 ActIve bOlTowers per loan officer

20 Number ofloan officers x

21 ActIve borrowers m program -

22 Average lD1talloan amount x

23 Amount on wluch mterest IS charged -

24 Annual mterest rate (flat method) x

2S Annual mterest mcome =

YIELD CALCULATION

26 Annual COIDlDlSSlon mcome

27 Annual mterest mcome +

32 Total annual earned mcome -

33 Total portfolIo I

34 Annual YIeld on portfolIo =

Note Some hnes have been deleted from the computer model, but hoe numbers have not been changed
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SECTION n: LOAN OmCER CASELOAD ANALYSIS TABLE Dl: INDIVIDUAL LOANS OR SOLIDARITY GROUPS

Infonnatlon in Table D IS for one loan officer

1 Number of toans disbursed per month Ref(Tab A,L1)
2 Number offirst loans per month - Ref(Tab B,LI)

3 Number offollow-up loans per month =
4 Total number ofactive borrowers Ref(Tab A,L3)
S Number of loans disbursed per month -

6 Borrowers requlrmg monthly supervision =
(a) (b) (c)

AnalYSIS oruse oftIme Chents/month x Hours/chent = Hours/month
7 FIrst loan analysIs (LIDe 2)
8 Follow-on loan analysIs (LIDe 3)
9 Loan supervision, tralmng (Lme 6)

10 TOTALS
11 Hours worked/month

12 Time spent With PARTICIPANTS
13 Time spent 10 TRANSPORTATION
14 Time spent ID PAPERWORK and ADMINISTRATION
15 Time spent ID STAFF MEETINGS and STAFF TRAINING
16 Time iost to vacation, holidays, strikes, Sickness, weather, etc

17 Total dlstrtbUtion oftlme (should be less than 100% oftlme shown on Lme 11)



TABLE E: LOAN PROCESSING TIME - FOR LENDING TO INDIVIDUALS OR

SOLIDARITY GROUPS

NOTE These tunes are PER LOAN

expressed m HOURS

1 HolU'S spent by loan officer m group

sessIOns

2 Number ofborrowers m group /

3 Loan Officer-hours m group per -
borrower

4 Loan Officer -hours WIth chent m +
office

5 Loan OffIcer-hours at chent's busmess +

6 Loan Officer-hours preparmg paperwork +

7 Venficatlon ofCOSIgners, collateral, etc +

8 Other +

9 Loan officer hours per borrower =

(a) (b) I
FIRST LOANS FOLLOW-ON LOANS



TABLE F: CALCULATION OF AVERAGE MONTHLY VISIT TIME FOR LENDING

TO INDIVIDUALS OR SOLIDARITY GROUPS

Tune spent m Group SessIons NEWER BORROWERS
% #

1 Loan Officer hours per month attendmg
meetmgs for one group

2 Number ofborrowers per group /

Loan ottlcer -hours m group meetmgs per
~3 - -

borrower per month

Tune spent With mchVlduals % Hours

4 Borrowers not recelvmg mdlvldual VISIts
tlus month

5 Borrowers recelvmg bnefmdlVldual VISIts

6 Borrowers receIvmg full mchvidual VISits

7 Total hours (mchvidual assIstance) 100%

Weighted average VISit time xxxxx

3-\



TABLE F- CALCULATION OF AVERAGE MONTHLY VISIT TIME FOR LENDING

TO INDIVIDUALS OR SOLIDARITY GROUPS

Tune spent m Group SeSSIOns

1 Loan officer hours per month attendIng
meetmgs for one group

2 Number ofborrowers per group

3 Agent-hours m group meetmgs per
partICIpant per month

OLDER BORROWERS
% #

TIme spent With mchviduais

4 Borrowers not receIvmg mdiVIdual VISIts
thIs month

5 Borrowers receIvmg bnef mdividual VISIts

6 Borrowers receIvmg full mdividual VISIts

7 Total hours (mdiVIdual asSIstance)

WeIghted Average

%

100%

xxxxx

Hours



SEcrIONm: COSTS

TABLE G. PROGRAM COST PROJECfIONS

(a) (b) (c)

# Personnel Annual Cost Per Person Total Cost
1 Loan officers

2

3 Support staff

4 MId-level management

S Upper management

6 TOTAL PERSONNEL

7 Adnumstratlve cost per person x

8 TOTAL ADMINISTRATIVE COST =
9 Active loan portfoho

10 Percentage utthzatlon I

11 Total funds required =

12 Program eqUity -
13 Required borrowed funds =

14 Weighted mterest rate ofborrowed funds x

15 ANNUAL COST OF FUNDS =
16 Active loan portfoho

17 Projected reserve percentage x

18 ANNUAL BAD DEBT RESERVE =
19 Program capital

20 Annual mflatlon rate x

21 ANNUAL DEVALUATION OF EQUITY =
22 Required borrowed funds

23 Degree ofmterest rate subSidy x

24 IMPurED SUBSIDY OF CAPITAL



TABLE H: ADMINISTRATIVE COSTS PER ANNUM

NOTE Complete these expenses for a specific scale

ofprogram based on staffslZe Expenses

1 Total FIXed Assets

DepreclatlOn penod (years) /

3 DepreclatlOn offIxed assets =

4 +

5 +

6 +

7 +

8 +

10 Total Adnnmstratlve Costs =

11 Number ofactual employees /

12 AdmImstratlve cost per employee =



SECTION IV: PROGRAM SUSTAINABILITY AND FINANCIAL RATIOS

TABLE J: SELF-SUFFICmNCY

Category Amount Sustamabwty

1 Personnel

~ Adullrustratlon +~

3 Loan loss reserve +

4 OPERATING COSTS (Levell) -

5 Cost ofFunds +

6 DevaluatIOn +

7 TOTAL COSTS (Level 2) -

8 TOTAL INCOME

9 Imputed SUbsIdy of capItal (Level 3)


