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Measuring social performance in microfinance is not only possible but it is necessary for any MFI that is client-centered and concerned about the achievement of its social mission. As with financial objectives, achieving development objectives doesn’t happen automatically. A MFI needs a deliberate strategy, policies in place and specific information to track to best respond to its clients needs. 

Many think that measuring social performance is expensive and that only a few institutions can afford it, especially in a time of limited financial resources. This is because the words “social performance” are often associated with impact assessment. Impact is indeed something very difficult and expensive to measure and it is a job that should probably be left to academics. Impact assumes a causal relationship between program participation and change in the life of a microfinance client. That is, what would have happened to a person who borrowed from a MFI if he had not done so? Interesting question, but difficult to be answered by an MFI. 
If it is not impact that we aim to assess, then what is social performance about and what should it measure? Simply put, social performance is about achieving a MFI’s social goals and being socially responsible. The goals set by a MFI are a matter of choice. Each MFI has its own development objectives, which can be poverty reduction, employment creation, new business development and so on…However, independently from what the social goals are and what the legal form of the institution is, there are common standard indicators that can help a MFI to define who they want to reach (outreach), how they plan on serving target clients (methodology) and what benefits they want to create (change).

These indicators have been tested and developed since 2005 by an international multi-stakeholder group named the Social Performance Task Force (SPTF), representing the whole microfinance industry (MFIs, networks, raters, supporting agencies, donors and investors). The SPTF has developed a set of 22 social performance indicators to assess how a MFI is aligning its systems to the mission and use social performance information to reach its social goals. These common standard indicators are simple, relevant for a MFI to track, useful to improve the MFI’s overall performance and easy to validate by an external stakeholder. Rating agencies have included these indicators into their social assessments and supporting agencies have started to create social audit tools based on these indicators.

MIX has created a report which collects and defines these indicators, which has been sent to all MFIs registered in the MIX Market on February 2009. During the past 5 months over 100 MFIs (40% of them are from Latin America) have reported their social performance information and half of these reports are already publicly available on MIX website.
The SPTF/MIX indicators follow a common framework which includes analysis of the intent of the institutions, the effectiveness of their internal systems and activities in meeting these objectives, related outputs, and observed changes in the lives of clients. This framework implies an institution set two kind of objectives, “process” and “results” objectives to compare actual performance to desired outcomes. Process objectives have specific indicators which have to do with the social goals, governance system, human resources, products and services offered and policies in place. Results objectives have to deal with indicators related to outputs, outreach and outcomes. Outputs indicators refer to the outreach (number of clients served according to gender, poverty, business type, geography, etc.) and product penetration. Outcomes refer to the change occurred in the life of clients and relate to indicators such as poverty decrease, employment creation and children access to education. 
These 22 indicators respond to the needs of the whole industry to acquire information about MFIs’ social performance, including indicators such as social responsibility towards the clients (principles of clients’ protection and cost of services to clients), clients’ outreach and clients’ progress out of poverty. What these indicators say is that to be able to better serve its clients, the MFI needs to be clear on its mission, have a Board that is committed to social performance and design financial (and eventually non-financial) products and services that can fit the needs of clients. To achieve these goals the MFI has to ensure that staff understands how their work helps the organization achieve the social mission. This implies a culture of social responsibility towards both clients and staff.
While a MFI should be interested in assessing most of these indicators and set up in place a system to monitor them, socially-oriented investors have showed to be particularly interested in a selection of them, in particular the ones on social responsibility to clients (principles of clients protection), cost of services to clients (EIR charged) and clients’ outreach. Funding institutions are especially interested in outputs and outreach data, such as poverty measurement, as they want to be sure that microfinance is indeed an effective economic development tool where it is valuable to put money in to target the poor. 

Therefore, social performance measurement is important not only to assess one institution’s social performance but also to meet the need of information and greater transparency in the industry. And it is not just a matter of attracting funds. Even a commercial bank which has not problems of attracting funds should measure and report about its social performance, to ensure that its clients’ needs are met and show it is transparent about the extent to which it achieves its goals.
The development of a common social performance reporting - so that it is as rigorous, systematic, and conceptually consistent as we now have for financial reporting – is key to ensure the credibility of the industry, flow of funds and resources to MFIs and the delivery of the social promise of microfinance. At the same time, it is very important to take into consideration each country’s context and legislation in place when looking at social performance metrics. That’s why social performance analysis needs to take account the particular context, especially when it comes to indicators such as poverty assessment, effective rates charged, children education, employment creation or clients drop-outs. 

The fact of having common standards may lead to think that the specificity of each organization is not taken into account. This is however a wrong assumption, as these indicators can be applied in each country context and fit with each MFI’s mission. When reporting on these indicators MFIs have the possibility to provide extra information about their institution and send relevant documentation which can be used to better understand the MFI’s structure and context of operations.
So what have the results been in measuring social performance in microfinance? The MFIs that have already started to put social performance into their management have provided interesting examples of how they have benefited from it. For example: SEF, in South Africa, has improved its operational and financial performance by improving client retention; Fonkoze in Haiti defined the three levels of poverty of their clients and designed products and services for clients in each group; FIE in Bolivia ensured that the Board continued to remain focused on their mission even after commercialization and started to produce strategic plans on social responsibility.  
About funds attraction, socially responsible investors have already started to ask MFIs to report on some of the social performance indicators selected by the Task Force or to use the PPI to track poverty data of their clients. Other donors are starting to set up forms of social performance assessment and auditing tools shaped around the social performance indicators, while development agencies such as USAID are requiring the adoption of poverty assessment tools (PAT, in the case of USAID) to ensure that their grants are allocated for the poorest segment of the population. 
Integrating social performance into management is a gradual process which needs strategic planning, a MIS that is able to track the data and specific training. It doesn’t have to happen all at once but it is important that MFIs understand its relevance and start to conform on this common set of standard indicators. Social performance management and reporting are as important as financial performance management and reporting, as they allow a holistic assessment of MFIs, permit industry’s benchmarks, help MFIs assess themselves vis-à-vis their peers, can improve funds allocation for MFIs more socially-oriented and ultimately lead to a better overall performance of the microfinance industry. 
