A Case for sustainable MFI: Dumarwana SFCL
An -Outline
Different people perceive sustainability in different ways. A recent publication defined “the sustainability as development that meets the need of the present without compromising the ability of future generation s to meet their own needs (Schriners, 2000:5)”. In general view sustainability is considered as development, which is about bringing certain types of positive changes in a dynamic system, linking ecology, economy and society.
CGAP (2003) states that sustainability means repeatable. Sustainability has two factors: the sustainability of a transaction and the sustainability of an organization. Sustainable transactions are repeatable. Sustainable organizations have the structure and incentives to repeat transactions. Microfinance sustainability means an MFO is sustainable and keeps its mission for the poor. Microfinance self-sustainability means an MFO is microfinance sustainable without help from donors. Microfinance self- sustainability implies an MFO is worthwhile from now on from the point of view of society, but microfinance sustainability does not necessarily imply anything about performance from the point of view of society. From banker’s perspectives, a microfinance institutions is said to to have financial sustainability when the operating income from the loan is sufficient to cover all the operating costs
Sustainability requires that MFIs must cover all transaction costs (loan losses, financial costs and administrative costs etc.) with Return on Equity (net of any subsidy received) and consequently function without subsidies. It is the ability of an MFI to maintain or increase its flows of benefits or service through internally generated income or funds. Factors affecting financial viability and sustainability are: outreach, rate of interest, loan size, operational efficiency, clients drop out, and operating cost, repayment rate, saving mobilization, management system, financial management skill and institutional capacity.
In this context, findings of “A case study on sustainability of Dumarwana SFCL” will be presented in the breakaway session. Sustainability of the SFCL is judged on the basis of the following key indicators.

 1. Outreach Indicators:

Number of active borrowers, percentage of women borrowers, Gross loan portfolio, Average loan balance per borrower, Number of depositors, Average deposit account balance and Annual growth in number of clients.

2. Financing structure:
Debt Equity Ratio, Deposit to loans, Deposit to total Assets, Portfolio to Assets and Capital/Assets Ratio etc.

3. Overall Financial Performance:
OSS, FSS, ROA, ROE, Yield on Gross Portfolio and Profit margin.
4. Staff efficiency/productivity

Administrative exp. /Assets, Operating exp. /Loan portfolio, Cost per borrower, Cost per loan, Borrower per staff member, Depositors (Savers) per staff member, and Deposit (Saving) Accounts per staff member.
5. Portfolio quality and Risk Management

Portfolio at Risk.>30 days, portfolio at Risk >90 days, Write off Ratio,Loan Loss Ratio, Risk coverage Ratio, on performing liquid Assets to Total Assets

6. Corporate Governance

Board meeting and minutes, code of  conduct for the board members and staff, compliance with the rules and regulations, Record keeping and accounting, Internal control system and AGM.
The sustainability of Dumarwana SFCL will be ascertained on the basis of analysis of last five year’s financial data. In addition major findings of the Report on Assessment of social performance and social impact of Dumarwan SFCL Prepared by GTZ-PSP/RUFIN in 2007 will be presented in the session in order to substantiate the fact that Dumarwan SFCL is a sustainable SFCL and has been successful in extending financial and Social Services to the  in the society at large.
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