
1 
 

 

 

 

 

 

The Evaluation of Microfinance 

Tesis doctoral 

 

 

Autor:   Javier Sierra Pierna    V.º B.º: 

Co-directores:  Fernando Rodríguez López  

Victoria Muriel Patino 



2 
 

 

 

  



3 
 

 

 

 

 

The Evaluation of Microfinance 

PhD Dissertation 

 

 

 

 

Author:   Javier Sierra Pierna 

Co-directors:  Fernando Rodríguez López  

Victoria Muriel Patino   



4 
 

Index 
 

1. Introduction ................................................................................................. 9 

2. A Rough Guide to Microfinance Evaluation ............................................... 17 

2.1. Introduction .......................................................................................... 18 

2.2. The three Ws of Microfinance evaluation ............................................. 19 

2.3. Microfinance evaluation in practice ...................................................... 29 

2.4. Conclusion ............................................................................................ 51 

3. A Joint Performance Indicator for the Evaluation of the Double Bottom Line 

of Microfinance. ................................................................................................. 51 

3.1. Introduction .......................................................................................... 56 

3.2. The double bottom line of microfinance ............................................... 58 

3.3. Performance as efficiency frontier ......................................................... 62 

3.3.1. Financial performance ....................................................................... 67 

3.3.2. Social performance ............................................................................ 70 

3.4. The construction of a Joint Performance Indicator for the Evaluation of 

Microfinance ................................................................................................... 72 

3.5. Conclusion ............................................................................................ 78 



5 
 

4. Determinants to Microfinance Efficiency in Latin America and the Caribbean

 82 

4.1. Introduction .......................................................................................... 83 

4.2. The Microfinance Industry in Latin America and the Caribbean. ........ 85 

4.3. Calculating the JPI for Latin America and the Caribbean ................... 90 

4.4. Determinants to microfinance Efficiency in Latin America and the 

Caribbeang ................................................................................................... 101 

4.5. Conclusion .......................................................................................... 110 

5. An Overall Conclusion to this Thesis ........................................................ 113 

References ........................................................................................................ 122 

La Evaluación de las Microfinanzas (Resumen en español) ............................. 144 

Conclusiones generales ..................................................................................... 153 

 

  



6 
 

Table index 

Table 2.1: Experimental and quasi-experimental quantitative methods for impact 

evaluation. ......................................................................................................... 49 

Table 2.2: Practical approaches for the evaluation of microfinance in practice. 50 

Table 3.1: Examples of proxy variables for the assessment of the five considered 

dimensions of the JPI. ....................................................................................... 76 

Table 4.1: Summary statistics for the five dimensions considered in the JPI. ... 94 

Table 4.2: Correlation analysis for the five dimensions included in the JPI (Years 

2014 and 2015). ................................................................................................. 94 

Table 4.3: Ranking of MFIs according to their relative efficiency scores. .......... 96 

Table 4.4: Summary statistics of independent variables. ................................. 109 

Table 4.5: Logit regression of key determinants to microfinance efficiency ..... 110 

 

  



7 
 

Figure index 

Figure 3.1: CRS input-oriented model. .............................................................. 66 

 

  



8 
 

Acronyms 

Acronym Definition 
3iE International Initiative for Impact Evaluation 
AROA Adjusted Return on Assets 
ASFI Autoridad de Supervisión del Sistema Financiero 
CAF Corporación Andina de Fomento 
CERISE Comité d'Echange, de Réflexion et d'information sur les Systèmes d'Eparge-crédit 
CGAP Consultative Group to Assit the Poor 
CIIF Comisión Intersectorial de Inclusión Financiera 
COPE Client Outcome Performence 
CPP Client Protection Principles 
CRS Constant Returns to Scale 
DD  Double difference 
DEA Data Envelopment Analysis 
ECLAC United Nations Economic Comission for Latin America and the Caribbean 
EIU Economist Intelligence Unit 
FOMIN Fondo Multilateral de Inversiones 
FSS Financial Self-Sufficiency 
GNI Gross Net Income 
GPFI Global Partnership for Financial Inclusion 
IDB Inter-American Development Bank 
IPA Innovations for Poverty Action 
IV Instrumental Variable 
J-PAL Jameel Abdul Latif - Poverty Action Lab 
JPI  Joint Performance Indicator 
MFI Microfinance Institution 
MIX Microfinance Information Exchange 
NBFI Non-banking Financial Institution 
NGO Non-governmental Organization 
OECD Organisation for Economic Cooperation and Development 
OER Operating Expense Ratio 
PAT Poverty Audit Tool 
PPI  Progress out of Poverty Index 
PSM Propensity Score Matching 
RCT Randomised Control Trial 
ROA Return on Assets 
ROE Return on Equity 
SDI Subsidy Dependence Index 
SEEP The Small Enterprise Education and Promotion Network 
SFA Stochastic Frontier Analysis 
SPTF Social Performance Task Force 
USAID United States Agency for International Development 
USPM Universal Standards for Social Performance Management 
WB World Bank 



122 
 

References 

Abate, Gashaw Tadesse, Carlo Borzaga, and Kindie Getnet. 2014. “Cost 

Efficiency and Outreach of Microfinance Institutions in Ethiopia: Do They 

Contrast with Financial Cooperatives?” Journal of International 

Development, no. 26: 21. 

Ahlin, Christian, Jocelyn Lin, and Michael Maio. 2011. “Where Does Microfinance 

Flourish? Microfinance Institution Performance in Macroeconomic Context.” 

Journal of Development Economics 95 (2): 105–20. 

doi:10.1016/j.jdeveco.2010.04.004. 

Armendáriz, Beatriz, and Bert D’Espallier. 2010. “Subsidy Uncertainty and 

Microfinance Mission Drift” 32 (0): 1–42. doi:Available at SSRN: 

http://ssrn.com/abstract=1731265. 

Armendáriz, Beatriz, and Jonathan Morduch. 2010. The Economics of 

Microfinance. 2nd ed. Cambridge, Massachusets: The MIT Press. 

doi:10.1086/523604. 

Armendáriz, Beatriz, and Ariane Szafarz. 2011. “On Mission Drift in 

Microfinance.” Handbook of Microfinance 32 (31041): 341–65. 

doi:10.1142/9789814295666-0016. 

Arnone  Bellavite Pellegrini, Carlo, Messa, Andrea, Pellegrini, Laura and Sironi, 



123 
 

Emiliano, Marco. 2012. “Microfinance Institutions in Africa, Asia, and Latin 

America: An Empirical Analysis of Operational Efficiency, Institutional 

Context and Costs.” International Journal of Economic Policy in Emerging 

Economies 5 (3). 

ASFI. 2017. “Boletín Informativo Trimestral de Actualización Y Emisión de 

Normativa. Boletín No. 34 / Octubre - Diciembre 2016.” Autoridad de 

Supervisión del Sistema Financiero. Estado Pllurinacional de Bolivia. 

Assefa, Esubalew, Niels Hermes, and Aljar Meesters. 2013. “Competition and the 

Performance of Microfinance Institutions.” Applied Financial Economics 23 

(9): 767–82. doi:10.1080/09603107.2012.754541. 

Balkenhol, Bernd, and Ana Laura Valazza. 2011. “Eficiencia Y Sostenibilidad En 

Las Microfinanzas.” In Microfinanzas Y Políticas Públicas, edited by Bernd 

Balkenhol and Ana Laura Valazza, 3–30. Plaza y Valés. 

Banerjee, Abhijit, Dean Karlan, and Jonathan Zinman. 2015. “Six Randomized 

Evaluations of Microcredit: Introduction and Further Steps.” American 

Economic Journal: Applied Economics 7 (1): 1–21. 

Bauchet, Jonathan, Aparna Dalal, and Jonathan Morduch. 2014. “What Can We 

Learn from Impact Assessments?” In Practical Guide to Impact Assessments, 

edited by Ralf Rademacher and Katja Roth, 1–21. 



124 
 

Bauchet, Jonathan, Cristobal Marshall, Laura Starita, Jeanette Thomas, and 

Anna Yalouris. 2011. “Latest Findings from Randomized Evaluations of 

Microfinance.” December. 

http://www.cgap.org/p/site/c/template.rc/1.9.55766/. 

Bauchet, Jonathan, and Jonathan Morduch. 2013. “Is Micro Too Small? 

Microcredit vs. SME Finance.” World Development 43: 288–97. 

doi:10.1016/j.worlddev.2012.10.008. 

Bédécarrats, Florent, Silvia Baur, and Cécile Lapenu. 2012. “Combining Social 

and Financial Performance: A Paradox?” Enterprise Development and 

Microfinance 23 (3): 241–58. doi:10.3362/1755-1986.2012.024. 

Bédécarrats, Florent, Isabelle Guérin, and François Roubaud. 2015. “The Gold 

Standard for Randomised Evaluations  : From Discus     

Political Economics” 32 (March 2015): 0–20. 

Bertrand, Marianne, Esther Duflo, and Sendhil Mullainathan. 2004. “How Much 

Should We Trust Differences-In-Differences Estimates?” Quarterly Journal 

of Economics, no. February. 

Bos, Jaap W.B., and Matteo Millone. 2015. “Practice What You Preach: 

Microfinance Business Models and Operational Efficiency.” World 

Development 70: 28–42. doi:10.1016/j.worlddev.2014.12.018. 



125 
 

Buddelmeyer, H., and E. Skoufias. 2004. “An Evaluation of the Performance of 

Regression Discontinuity Design on PROGRESA.” World Bank Policy 

Research Working Paper 3386. 

Cámara, Noelia, and David Tuesta. 2014. “Measuring Financial Inclusion  : A 

Multidimensional Index.” BBVA Research. 

Caudill  Gropper, D. M. and Hartarska, V., S B. 2009. “Which Microfinance 

Institutions Are Becoming More Cost Effective with Time? Evidence from a 

Mixture Model.” Journal of Money, Credit and Banking 41 (4). 

CGAP. 2003. “Microfinance Consensus Guidelines. Definitions of Selected 

Fianancial Terms, Ratios, and Adjustments for Microfinance.” … Reporting 

By Microfinance …, no. August: 36. 

http://www.eiod.org/uploads/Publications/Pdf/Guideline_disclosure.pdf. 

———. 2006. “Good Practice Guidelines for Funders of Microfinance 

Microfinance Consensus Guidelines.” 

Chahine, S., and L. Tannir. 2010. “On the Social and Financial Effects of the 

Transformation of Microfinance NGOs.” Voluntas 21 (3): 440–61. 

doi:10.1007/s11266-010-9136-6. 

Chakravarty, Sugato, and Mariya I. Pylypiv. 2015. “The Role of Subsidization 

and Organizational Status on Microfinance Borrower Repayment Rates.” 



126 
 

World Development 66. Elsevier Ltd: 737–48. 

doi:10.1016/j.worlddev.2014.09.007. 

Charnes, A., W. W. Cooper, and E. Rhodes. 1978. “Measuring the Efficiency of 

Decision Making Units.” European Journal of Operational Research 2 (6): 

429–44. doi:10.1016/0377-2217(78)90138-8. 

Christen, Robert Peck, and Mark Flaming. 2009. “Due Diligence Guidelines for 

the Review of Microcredit Loan Portfolios.” 

Clark, Heather, and Frances Sinha. 2013. “Social Rating Guide.” 

Collins, Daryl, Jonathan Morduch, Stuart Rutherford, and Orlanda Ruthven. 

2010. Portfolios of the Poor. Princeton University Press. 

Consejo Nacional de Inclusión Financiera. 2016a. “Estrategia Nacional de 

Inclusión Financiera En Colombia Mayo de 2016. Borrador Para Comentarios 

Del Público.” Comisión Intersectorial de Inclusión Financiera. 

———. 2016b. “Política Nacional de Inclusión Financiera,” no. creación de la 

politica nacional de inclusión financiera: 48. 

http://www.gob.mx/cms/uploads/attachment/file/110408/PNIF_ver_1jul

2016CONAIF_vfinal.pdf. 

———. 2016c. “Reporte Nacional de Inclusión Financiera 7.” 

Cook, Wade D., and Larry M. Seiford. 2009. “Data Envelopment Analysis (DEA) 



127 
 

- Thirty Years on.” European Journal of Operational Research 192 (1): 1–

17. doi:10.1016/j.ejor.2008.01.032. 

Copestake, James. 2007. “Mainstreaming Microfinance: Social Performance 

Management or Mission Drift?” World Development 35 (10): 1721–38. 

doi:10.1016/j.worlddev.2007.06.004. 

Cornée, Simon, and Gervais Thenet. 2015. “Efficience Des Institutions de 

Microfinance En Bolivie et Au Pérou  : Une Approch    

Analysis En Deux Étapes.” 

Cozarenco, Anastasia, Marek Hudon, and Ariane Szafarz. 2016. “What Type of 

Microfinance Institutions Supply Savings Products?” Economics Letters 140. 

Elsevier B.V.: 57–59. doi:10.1016/j.econlet.2016.01.013. 

Cuéllar-Fernández, B., Y. Fuertes-Callén, C. Serrano-Cinca, and B. Gutiérrez-

Nieto. 2016. “Determinants of Margin in Microfinance Institutions.” Applied 

Economics 48 (4). Routledge: 300–311. doi:10.1080/00036846.2015.1078447. 

Cull, Robert, Asli Demirgüç-Kunt, and Jonathan Morduch. 2009. Microfinance 

Meets the Market. Journal of Economic Perspectives. Vol. 23. 

doi:10.1257/jep.23.1.167. 

———. 2011. “Does Regulatory Supervision Curtail Microfinance Profitability 

and Outreach?” World Development 39 (6): 949–65. 



128 
 

doi:10.1016/j.worlddev.2009.10.016. 

———. 2016. “The Microfinance Business Model: Enduring Subsidy and Modest 

Profit,” no. August. 

http://documents.worldbank.org/curated/en/404501470669620154/The-

microfinance-business-model-enduring-subsidy-and-modest-profit. 

Cull, Robert, Asli Demirgüç-kunt, Jonathan Morduch, Source The, Economic 

Journal, Features Feb, and Asli Demirgii. 2007. “Financial Performance and 

Outreach  : A Global      

PERFORMANCE AND OUTREACH  : A GLOBAL   

LEADING MICROBANKS *” 117 (517). 

D’Espallier, Bert, Jann Goedecke, Marek Hudon, and Roy Mersland. 2017. “From 

NGOs to Banks: Does Institutional Transformation Alter the Business Model 

of Microfinance Institutions?” World Development 89. Elsevier Ltd: 19–33. 

doi:10.1016/j.worlddev.2016.06.021. 

Demirguç-Kunt, Asli, and Leora Klapper. 2013. “Measuring Financial Inclusion: 

Explaining Variation in Use of Financial Services across and within 

Countries.” Brookings Papers on Economic Activity 340: 279–340. 

doi:10.1353/eca.2013.0002. 

Demirgüç-Kunt, Asli, Leora Klapper, Dorothe Singer, and Peter Van 



129 
 

Oudheusden. 2015. “The Global Findex Database 2014: Measuring Financial 

Inclusion around the World.” World Bank Policy Research Working Paper 

7255, no. April: 1–88. doi:10.1596/1813-9450-7255. 

Dewez, David, and Sandra Neisa. 2009. “MFI’s Social Performance Mapping and 

the Relationship Between Financial and Social Performance. Evidences 

Against the Trade-off Theory.” 

Díaz, Pablo Antón, and Tomás Conde. 2017. “Modelo Peru. Unique Model, 

Unique Challenges, Bright Future.” Institute of International Finance and 

Center for Financial Inclusion. 

Doligez, François, Johan Bastiaensen, Florent Bédécarrats, and Marc Labie. 2016. 

“L’inclusion Financière, Nouvel Avatar de La Libéralisation Financière  ? 

Introduction.” Revue Tiers Monde, no. 225. 

Duvendack, Maren, Richard Palmer-Jones, James G. Copestake, Lee Hooper, 

Yoon Loke, and Nitya Rao. 2011. “What Is the Evidence of the Impact of 

Microfinance on the Well- -being of Poor People?” London: EPPI-Centre, 

Social Research Unit, Institute of Education, University of London. 

ECLAC. 2015. “Financing for Development in Latin America and the Caribbean: 

A Strategic Analysis from a Middle-Income Country Perspective.” 

Economist Intelligence Unit, EUI. 2016. “Global Microscope 2016: The Enabling 



130 
 

Environment for Financial Inclusion.” New York, NY: Sponsored by 

MIF/IDB, Accion and theMetlife Foundation. 

Espallier, Bert D, Marek Hudon, and Ariane Szafarz. 2013. “Unsubsidized 

Microfinance Institutions.” Economics Letters 120 (2). Elsevier B.V.: 174–

76. doi:10.1016/j.econlet.2013.04.021. 

Farrell, M. J. 1957. “The Measurement of Productive Efficiency.” Journal of the 

Royal Statistical Society 120 (3): 253–90. 

Ferrier, Gary D, and C A Knox Lovell. 1990. “Measuring Cost Efficiency in 

Banking. Econometric and Linear Programming Evidence.” Journal of 

Econometrics 46: 229–45. 

Flückiger, Yves, and Anatoli Vassiliev. 2011. “Eficiencia En Las Instituciones de 

Microfinanzas: Una Aplicación de Análisis de Envolvimiento de Datos a IMF 

Peruanas.” In Microfinanzas Y Políticas Públicas, edited by Bernd Balkenhol 

and Ana Laura Valazza, 48–73. Plaza y Valés. 

FOMIN. 2014. “Microfinance Ratings Market Assessment.” Multilateral 

Investment Fund (MIF). 

———. 2015. “Regional Economic Development. An Agenda for Action.” 

Freedom from Hunger, and Microcredit Summit Campaign. 2016. “Client 

Outcome Performance ( COPE ) Indicator Database.” 



131 
 

García-Herrero, Alicia, and David Martínez-Turégano. 2015. “Financial Inclusion, 
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