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MFIs lack of efficiency increases their cost 
to serve underbanked
(% of loan amount)

Source: IBM analysis;  Presentation by Peter Bladin, Grameen Technology Center and CGAP

Traditional BanksTypical MFI

Key value chain 
components to address:

The current operating model of microfinance institutions is sometimes inefficient 
for satisfying the growing demand for financial services

Key Banking Value Chain Components

There are three primary pools of cost that can be 
addressed through innovation
Emerging markets example
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Processing Manufacturing Distribution Insights Credit/Risk Infrastructure

Processing: Shared 
services hubs are emerging 
which provide a radically 
lower cost banking platform 
to a community of MFIs

Typical MFIs are less 
efficient than 
traditional banks on a 
unit basis, with 
meaningfully higher 
operating costs per 
loaned dollar

Distribution:  M-commerce 
(village phones) and other 
services are enabling 
significant reductions in 
distribution costs

Credit / Risk: New credit 
assessment methods are 
emerging to lower 
credit/compliance costs
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In the past, the vast majority of microfinance institutions did not have access to 
appropriate back-office technology 
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Use of Information Management
Systems by Region

Type of Information 
Management System

Source: CGAP

Custom 
Outsourced

25%

Spreadsheet 
35%

Off-the-shelf
10%

Manual
11%

In-house 
19%
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One reason MFIs have had difficulty finding & using suitable banking software is that 
their functionality requirements are very different from those of traditional banks

Microfinance Functionality Traditional Retail Banking Functionality

• Securities 
• Mutual funds
• Trade finance
• Foreign exchange
• General ledger
• 360 customer view & 

cross sell 
• Guarantees
• Leasing
• Syndicated loans
• Bill pay
• Contact log
• ATM / POS
• Credit cards
• High-volume 

transaction 
processing capability

• Brokerage
• Custody
• Market positions
• Cash 

management
• Mortgages
• Order book
• Settlement
• Product catalog
• Capital markets
• Money market
• Swaps
• Futures / options
• Bonds
• Application 

integration

• Individual savings & 
lending

• Configurable 
products

• Flexible organization 
hierarchy

• Role-based user 
admin 

• Loan rescheduling 
workflows

• Custom fees & 
interest calculations

• Group lending & savings
• Basic life / funeral insurance
• Collection sheets
• Bulk entry of collection sheets
• Custom schedules for loan repayments
• Partner-agency model
• Microfinance reports, surveys, and PPI
• Back dating of transactions
• Enable loan officers to “go to the 

customer” 
• Joint liability rules & enforcement 
• Offline capability
• Simple customer communications
• Easy application maintenance via 

management console

Our analysis indicates that leading core banking ISV solutions may not effectively 
address key functional and technical needs of the microfinance industry
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While the adoption of a strong MIS might seem like an obvious investment priority for 
MFIs, the fact remains that many MFIs are not adopting appropriate systems today

1. Make informed decisions.  Timely, accurate data 
enables managers to better evaluate performance 
and anticipate and respond to problems.

2. Improve reporting. A reliable, standardized MIS 
reduces the time and effort spent generating 
reports for regulators, donors, and investors.

3. Lower costs and improve customer 
convenience. A  strong MIS can help improve 
operational efficiency and reducing approval times 
for loans or other processes.

4. Ability to readily expand into new products or 
regions. A flexible MIS can grow with an MFI as it 
pursues new business opportunities.

5. Build customer information database over time. 
Allows more accurate and automated credit 
decisioning in the future. 

6. Link into external networks like payments 
networks or mobile banking systems.  

Sources:  IBM Analysis,  Sevak Solutions.  

1. MFIs don't see the need for information 
systems, since they are able to “manage 
ok” with existing paper and pencil or with 
Excel.

2. Although banks spend 6-7% of revenue on 
ICT, MFIs often perceive technology 
investments as money not spent on core 
mission 

3. MFIs perceive that the risk of implementing 
a computer system is beyond their 
capabilities 

4. Many MFIs still operate in areas where there 
is limited electricity and connectivity, making 
the use of ICT difficult and expensive

5. The leadership just “doesn't like technology”

6. Implementation has been attempted, but 
failed for reasons of technology or of change 
management

Benefits of a robust MIS Reasons MFIs do not adopt an MIS
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Bansefi provides ASP core banking to small “cajas” in Mexico improving their ability 
to increase access and to offer better products for this segment

 Received her first credit a year ago to set up a 
business selling fruits and vegetables 
 Last month finished repaying the $700 loan
 Requested a second loan to offer more products 

(chicken, packaged goods and prepared food) and 
was approved
 Plans to ask for a third loan next year to open a new 

location with her son
 A traditional banking credit would be difficult to get 

because of documentation and collateral requirements

Estela Coral: Customer of BatoAmigo

BatoAmigo: Participating Caja outside of Mexico City

 Small caja with 3 branches 
 Currently 923 customers and growing around 40 new 

accounts per branch per month (120 per month in 
total)
 Strategy based on credit for small entrepreneurs 
 Centralized credit approval process using community 

knowledge and other alternative tools
 Utilizes a world class core banking platform on an 

ASP environment provided by Bansefi
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FINO in India, with operations run by IBM, is using a flexible Microfinance front office 
with the capability to operate in an offline mode in rural areas

 Web camera
 Fingerprint scanner
 Signature capture pad
 High-capacity battery 

backup
 Bar code reader for 

paper documents
 Immediate card printing

Receipt Generation Slot

Fingerprint 
scanner

Slot to insert Operator 
or Customer card

Portable Enrollment Station

Wireless Point-of-Transaction Device Customer Smartcard

 Encrypted storage of 
account & customer 
information
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The Microfinance Processing Hub provides a shared technology platform that helps 
MFIs reduce costs, scale up, secure their data, and become more flexible

Servers, databases

Loan officers

Branch workstations

Networking IT Staff

MFIs with in-house or custom  MIS                                   44%

Software developers

Loan officers

MFIs with no MIS                                                               46%

Pen/paper or spreadsheet loan tracking 

Managers & analysts trying to manually 
calculate reports & performance data

Loan officers

Branch 
workstations

Internet access 
to data center

MFIs with off-the-shelf / package MIS                               10%

Local software 
shop

• Pay-per-use arrangement, with low 
startup costs and easy scale-up as 
MFI grows

• Easier reporting & compliance
• Robust technology and security
• Ready access to rich features and 

new products

All banking functions 
are available via web 
browser on a basic 
PC

Financial Grid data center 
(serves 100s of MFIs)

Software 
developers

IT staff

$ for 
services 

used

CURRENT SITUATION MICROFINANCE PROCESSING HUB

Servers, databases

Loan officers

Branch workstations

Networking IT Staff

Software 
developers$ for license + maintenance

Outsourced MIS

Source: CGAP

http://images.google.com/imgres?imgurl=http://www.bioinformaticszen.com/wp-content/uploads/2007/09/notebook1.jpg&imgrefurl=http://www.bioinformaticszen.com/category/bioblogs/&h=333&w=500&sz=21&hl=en&start=73&tbnid=V0cO_a-4X1ioWM:&tbnh=87&tbnw=130&prev=/images%3Fq%3Dnotebook%26start%3D60%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.bioinformaticszen.com/wp-content/uploads/2007/09/notebook1.jpg&imgrefurl=http://www.bioinformaticszen.com/category/bioblogs/&h=333&w=500&sz=21&hl=en&start=73&tbnid=V0cO_a-4X1ioWM:&tbnh=87&tbnw=130&prev=/images%3Fq%3Dnotebook%26start%3D60%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wecontrol.ch/images/weLogger.jpg&imgrefurl=http://www.wecontrol.ch/GCS_Products.htm&h=800&w=1144&sz=174&hl=en&start=7&tbnid=fJor4UjUd8lpZM:&tbnh=105&tbnw=150&prev=/images%3Fq%3Dexcel%2Bsheet%26gbv%3D2%26svnum%3D10%26hl%3Den�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�
http://images.google.com/imgres?imgurl=http://www.wpclipart.com/people/female/female_icon.png&imgrefurl=http://www.wpclipart.com/people/female/&h=384&w=384&sz=35&hl=en&start=34&tbnid=5QqstFCs-ifiNM:&tbnh=123&tbnw=123&prev=/images%3Fq%3Dpeople%2Bicon%26start%3D20%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26hl%3Den%26sa%3DN�

	IBM Microfinance��World Microfinance Forum Geneva, October 2008�
	The current operating model of microfinance institutions is sometimes inefficient for satisfying the growing demand for financial services
	In the past, the vast majority of microfinance institutions did not have access to appropriate back-office technology 
	One reason MFIs have had difficulty finding & using suitable banking software is that their functionality requirements are very different from those of traditional banks
	While the adoption of a strong MIS might seem like an obvious investment priority for MFIs, the fact remains that many MFIs are not adopting appropriate systems today
	Bansefi provides ASP core banking to small “cajas” in Mexico improving their ability to increase access and to offer better products for this segment
	FINO in India, with operations run by IBM, is using a flexible Microfinance front office with the capability to operate in an offline mode in rural areas
	The Microfinance Processing Hub provides a shared technology platform that helps MFIs reduce costs, scale up, secure their data, and become more flexible

