
The Universal Standards 
Implementation Series 

Dimension 6: Balance Financial and 
Social Performance 

Guest speaker:  
Olga Torres, CEO Agora Microfinance Zambia Ltd 

Tanmay Chetan, CEO, Agora Microfinance 

Facilitator: Tony Sheldon, SPTF 
February 9, 2016 



Agenda 

• Review of Dimension 6 of the Universal 
Standards for SPM 

•  Presentation by Olga Torres & Tanmay Chetan, 
Agora Microfinance 

• Discussion with Participants 

• Wrap-up 
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There are 19 
standards, 
organized 
into six 
dimensions. 

Today we 
will discuss 
dimension 6.  
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Dimension 6 of the Universal Standards 

• Title: Balance Financial and Social Performance 

• Rationale: An institution’s financial decisions 
and results should reflect their social goals 

• Four standards: 
▫  6a- Growth 
▫  6b- Returns & financing structure 
▫  6c- Pricing 
▫  6d- Executive compensation 
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Dimension 6: 4 Standards 
•  6a- The institution sets and monitors growth rates that 

promote both financial sustainability and client well-
being 

•  6b- Equity investors, lenders, board and management 
are aligned on the institution’s double bottom line and 
implement an appropriate financial structure in its mix 
of sources, terms, and desired returns 

•  6c- Pursuit of profits does not undermine the long-term 
sustainability of the institution or client well-being 

•  6d- The institution offers compensation to senior 
managers that is appropriate to a double bottom line 
institution 

5 



6a- The institution sets and monitors growth rates 
that promote both financial sustainability and client 
well-being 
Essential Practices 

•  Set a policy on sustainable target growth rates, for all branches/
regions and all product types, considering the institution's 
growth capacity and the markets being targeted 

•  Analyze growth rates and market saturation to assess whether 
growth policies ensure both financial sustainability and client 
well-being 

•  Monitor whether internal capacity is keeping pace with 
institutional growth in number of clients and amount of loans 
and deposits, and enhance that capacity as needed 
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6b- Equity investors, lenders, board and management are 
aligned on the institution’s double bottom line and implement 
an appropriate financial structure in its mix of sources, terms, 
and desired returns 

Essential Practices 
•  Set clear policies on desired level of returns and on how those 

returns will be used 
•  Engage with funders whose expectations for financial returns, 

timeframe and exit strategies are aligned with your social goals 
and stage of development 

•  When deciding on funding sources, understand what cost would 
be passed on to the client 

•  Protect client savings and cash collateral 
•  Maintain a transparent financial structure 
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6c- Pursuit of profits does not undermine the long-
term sustainability of the institution or client well-
being 
Essential Practices 
•   Set market-based, non-discriminatory pricing 
•   Ensure efficiency ratios are aligned with peers 
•  Do not charge excessive fees 
•  Monitor whether pricing levels are consistent with your policies 

on returns 
•  Establish a field-officer-to-client ratio that promotes high 

service quality for clients 
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6d- The institution offers  compensation to senior 
managers that is appropriate to a double bottom 
line institution  
Essential Practices 

•  Ensure that compensation of the CEO/Managing Director and 
other senior employees is in line with your social goals 

•  If senior management compensation is in part incentive-based, 
include the social performance evaluation 

•  Upon request, transparently disclose compensation to 
regulators, auditors, raters, donors, lenders, and investors 

•  Calculate the difference between the average compensation of 
top level executives and field employees, and analyze whether 
this spread is consistent with the your mission 
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The SPI4 and SPI4 ALINUS – assessment of Universal 
Standards implementation based on indicators 

Essential 
Practices 

Standards 

Dimensions 

Indicators 

Evaluate a FSP 
level of 
implementation 
of the essential 
practices 10 
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Introduction to Agora Microfinance 

• Microfinance Operator-Investor 

• Agora Microfinance N.V., the investing company 

• AMK (Cambodia), AMIL (India) & AMZ 
(Zambia) as three portfolio companies 
(investees): majority held equity stakes 

• AMIL & AMZ greenfield operations started 
2011-12 
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Introduction to Agora Microfinance 

• Clients: AMK 450k, AMIL & AMZ 10k each 

•  Products: Loans, deposits (AMK only), m-
insurance, Remittance/m-payments (AMK only) 

• Combined assets $165m 

• AMIL and AMZ break-even 2015-16 
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Why is dimension 6 “balance social 
and financial performance” important 
to you as investor? 

• We see them as two sides of the same coin: social 
performance aims to improve clients’ conditions, 
which in turn can only have a positive impact on 
MFI performance 

•  Skewed operations – on either end – are not 
sustainable in our view, and do more harm than 
good to clients, MFI and the industry 
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What mechanisms have you put in 
place to meet the standards and 
practices of this dimension? 

• Governance: focusing on operational, financial 
and social strategy from the beginning 

• Research capacity to obtain, analyze and 
operationalize market as well as client 
information 

• Expectations on executive management, 
investors’ and MFI profits attractive but 
reasonable 
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How do you set and monitor growth 
rates?  
• Determined by market conditions (demand), 

funding and internal capacity, reviewed every six 
months 

•  India example: slower growth to allow for 
product suitability/customisation, better 
financial controls 

•  Zambia example: faster growth had to be revised 
due to internal capacity challenges  
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How and why did you decide on the 
appropriate financial structure of Agora? 

• Holding Company structure 

• Exits not at a pre-determined date provides 
flexibility in managing investments 

• Downside: Harder to raise funds 

• Upside: Exit priority less likely to put pressure 
on MFIs 
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How do you set your financial return 
expectations? 
• Equity investments aim for a reasonable MFI 

level profitability in local currency. 

• Assuming the social goals are being met, the 
financial returns that we target are: 
▫  Long-term MFI profits at cost of debt + 3%-5% 
▫  ~ 12%-15% RoE for investors in USD terms 

• When profits exceed these levels there is a 
discussion on client-level pricing 
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How do you balance senior 
management compensation with your 
social goals? 

•  Senior management compensation indexed to 
lowest professional salary in the company. 
(Lowest:Highest salaries between 30X-40X) 

•  Typically senior management not a significant 
shareholder 
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What is your advice for other investors 
and practitioners? 

• Balancing Social and Financial Performance is 
not only applicable to profitable institutions 

• Balancing Social and Financial Performance is 
also linked to the operational stage of the MFI 
(not only to its external context) 

•  If the aim is to balance, best to tackle it from the 
very beginning.  If treated as an “after thought” it 
is more likely to become a trade-off 
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• Creating MFI 
and starting 
operations 

Early Stages 

• Consolidating 
operations 

Break-even  
• Geographic 

expansion or 
cluster growth 

Growth 

• Consolidating 
systems … and 
innovating 

Maturity 

Balancing Social and Financial Performance in Different Operational 
Stages  

Mission, Vision, 
Guiding 

Principles? 

Board  members 
profile? 

Balances skills 
in Senior 

management ? 

Does the First  
Strategic Plan 

include SPM as 
integral part? 

Re-shifting 
priorities ? 

Multiproduct 
organization? 

Simplify / 
synthesize / 

redefine roles 
for Board, 

Senior 
Management, 
Departments? 

Interpreting 
Staff Satisfaction 
when > 25% of 

staff is new? 

Interpreting 
Client 

Satisfaction / 
Retention  
during fast 

growth?  

Is growth 
impacting 
Corporate 
Culture? 

Is client 
information 

reliable? 

Coherence / 
balance in all 

policy 
documents / 
procedures? 

Articulation 
map / other 
formats for 
tracking key 
indicators? 
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Take Action: Use the Implementation 
Guide! 

• Download the guide here: http://sptf.info/
spmstandards/universal-standards 



Take Action: Consult the Resource Center! 

• Visit the resource center here: http://sptf.info/
resources/resource-center 



Where to find more information: 
•  The Universal Standards of SPM Manual: 

http://sptf.info/spmstandards/universal-standards 

•  The SPI4 social audit tool:                                          
http://cerise-spi4.squarespace.com  

•  The presentation and recording from today’s session:  
http://www.sptf.info/onlinetrainings/universalstandards 
implementation   

•  The SPTF Resource Center:  
    http://www.sptf.info/resources/resourcecenter   

•  The SPM Implementation Guide:  
http://sptf.info/spmstandards/universal-standards  



Thank you for your participation!  


