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Underlying Rationale for

Use of a Ratio

To help make decisions that improve an
institution’s social and/or financial bottom line

Caution

Need to reconcile intuition, theory and popular
notion with practical experience and evidence



Management Uses

— ldentify ‘Red Flag’ that needs follow up—CARD, SEF
— Internal benchmarking—branches, products, loan officers

— Internal basis for incentives for staff
— Other?

e Some that seem intuitive on surface, but are more
problematic than they may seem...
— Product development

— Normative judgments about
e Institutions
e Products



Defining a ‘Resting Window’

'Resting Window'
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Some Examples of Loan Data

For Discussion
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Analysis
By Product
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Analysis
By Branch

Branch 1 Branch 2 Branch 3 Branch 4

90-day window
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Analysis
Understanding Outreach
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O Active clients 41% 12% 47%
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Challenges to Use

In isolation...

e General—difficult for regular decision-making

e Questionable indicator of loyalty

e May undermine understanding of complex ‘black box’

Almost always need more...

 Periodic exit interviews

« Focus groups

« Mini surveys

... And all help to identify problems that lead to dropout while helping MFIs
listen to clients, more generally.



Reasons Cited by Clients for
Leaving—Internal

loan size

guarantors

@ Emergency Loan
group methodology policies | m Enterprise Loan

installment size L

penalty system ‘
way of loan repayment F

office opening hours & days

repayment frequency l
application process |




Reasons Cited by Clients for
Leaving—EXxternal

other financing from informal sources
approval of credit in formal institutio | Emergency Loan
closing down the business N Enterprise Loan
lack of market demand
other business problems

family health problems

travel / migration

other personal / family reasons




Caution again about the

value of this ratio...

A seemingly intuitive measure
of something Is, In Isolation, a
guestionable measure of
anything



