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SOCIAL PERFORMANCE MANAGEMENT
AS A MEANS OF ATTAINING SOCIAL IMPACT

ECLOF attains social impact by tar-
geting those in need and giving them
access to financial and non-financial
services that empower them and affect
positive changes in their lives.

Impact evaluations attempt to demon-
strate the outcomes of microfinance.
They tend to be onerous and costly.
Because rigorous research methods like
randomized control trials usually track a
rather short timeframe of 12-18 months,
their findings are often questioned.

For obvious reasons it is difficult to
clearly attribute improvements in cli-
ents’ lives to a single (microfinance) in-
tervention. Undertaken by researchers
rather than practitioners, their results
often are not used effectively to improve
institutional performance.

Social performance management on
the other hand focuses on those rec-
ognized management practices that
can be expected to lead an institution
toward positive social changes in the
lives of their clients, whether these can
be “proven” or not.

It is ECLOF’s goal to accompany its cli-
ents as they graduate, i.e. they rise on
the economic ladder from ultra-poor
over poor to vulnerable and beyond.

Therefore, ECLOF monitors the pover-
ty level of its clients’ using tools like
60 decibels’ Lean Data impact studies.
With the collected data, it is possible
to document how clients graduate over
time. It also helps ECLOF to consistently
target poor clients.




ECLOF INTERNATIONAL DEFINES SOCIAL PERFORMANCE AS THE
EFFECTIVE TRANSLATION OF THE ECLOF MISSION INTO PRACTICE,
IN LINE WITH ACCEPTED SOCIAL VALUES THAT RELATE TO:

Reaching our target market.

Delivering high-quality
and appropriate services.

Protecting clients from negative
effects of accessing financial services.

Ensuring responsibility towards our
employees, clients, the communities

we serve and the environment.
Responding to the needs of clients,
their families and communities.

THE SEVEN DIMENSIONS OF THE UNIVERSAL
STANDARDS FOR SOCIAL AND ENVIRONMENTAL
PERFORMANCE MANAGEMENT
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ECLOF International seeks to actively
manage the social performance that its
network delivers. ECLOF therefore has
adopted the Universal Standards for
Social and Environmental Performance
Management (“Universal Standards”): a set
of core management practices that con-
stitute “strong” Social and Environmental
Performance Management (SEPM). In
applying the standards, ECLOF members
hold themselves accountable to their social
mission, facilitate greater social impact
and can even boost their operational and
financial performance over time.

FACTS & FIGURES

ECLOF Sri Lanka is a small microfinance
institution operating 6 branches cover-
ing the Northern, Southern, and North-
Western parts of the country. ECLOF
Sri Lanka empowers the vulnerable and
poor, especially women and rural dwell-
ers, through accessible and affordable
financial and non-financial services.

Year of foundation: 1975

Legal form: Company limited by guarantee

Number of clients: 4,841

Loan portfolio USD: 0.7 million

Number of branches: 6

Number of staff: 39

Operational self-sufficiency: 103 %

All information as per June 2025

As part of its strategy to be accountable
and transparent in meeting its financial
and social goals, ECLOF International
conducts social audits of its network
members, supports capacity building
in the members and monitors the envi-
ronmental and social performance of
members through a social performance
reporting framework. The framework
applies 30 quantitative and qualitative
metrics to measure the degree of suc-
cess of network members in reaching
ECLOF’s social mission. This report is
the result of applying the social perfor-
mance reporting framework and social
audit to ECLOF Sri Lanka.

ECLOF SRI LANKA




MISSION & VALUES OF ECLOF SRI LANKA

A more equitable world
where all people
are created equally
and with a right to
the dignity of leading

fulfilled lives.

To promote
social justice
& human dignity
through
microfinance.

Human Dignity
Social Justice
Solidarity
Participation
Good Stewardship
One Movement



WHO DO WE REACH & EXCLUDE

INDICATOR DATA POINT COMMENT
Number of 4,841 ECLOF Sri Lanka serves predominantly women
clients reached and rural communities.
thereof women 4,744
thereof men 97
thereof urban 968
thereof rural 3,873
Number of 22,269 ECLOF’s work can have an exponential effect on
people reached the families and communities it serves. ECLOF builds
thereof urban 4,454 local capacity in its clients and its staff, and it
thereof rural 17,815 nurtures community ties through the solidarity group
lending model. The average household size is 4.6 .

Geographically 20% ECLOF serves clients in 7 out of 25 districts
poor areas served (except Colombo nationwide including Kilinochchi, Mannar, Jaffna,

& other 5 district) Kurunegala, Puttlam, and Galle. ECLOF reaches one

third of the poorest half of all districts in the country.

% of vulnerable clients

98 % of clients
are women
35% work in
the agricultural
sector

Due to limited access to education and assets,
women tend to be more vulnerable than men.
Due to precarious living conditions in rural areas
and often unstable income, smallholder farmers
tend to be more vulnerable to external shocks.

Access to aloan

58 % first time
borrowers

53 % of clients
could not find a
good alternative

Half of ECLOF’s clients take out a loan from a
financial institution for the first time. This proxy
indicator highlights the continuing importance of
MFIs in providing first access to financial inclusion
for the un- and underserved. Data stems from the

to ECLOF 60 Decibels (dB) lean data study.
Average outstanding 4.3% This proxy indicator applied across the whole
loan / Gross national portfolio indicates that a financial institution
income (GNI) per capita reaches poorer clients. MIX Market defines that
loans up to 20 % of GNI per capita are loans to the
lowest income clients. ECLOF Sri Lanka'’s figure
stands well below that.
% of ultra-poor 16 % live on By asking a sample of clients a few simple
and poor clients less than questions, the 60 dB lean data impact study
3.20 USD/day estimates the likelihood that a household is living
% of poor and 76 % live on below the poverty line.
low-income clients less than

5.50 USD/day
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Sri Lanka is classified as a lower-mid-
dle-income country by the World Bank
with 25 % of Sri Lankans living below
the poverty line in 2024. This figure
reflects persistent economic challenges
despite recent growth. Around 56 % of
the population are considered multidi-
mensionally vulnerable, experiencing
deprivations in at least three of twelve
key indicators such as education, health,
and living standards.

Following the 2022 economic crisis,
approximately 60 % of households
reported a decrease in income. 81 %
of the poor reside in rural areas but there
are pockets of high poverty that prevalil
even in affluent districts. The poorest dis-
tricts are those in the post-war Northern
Province. ECLOF Sri Lanka intentionally
serves especially these geographies:
80 % of loans are made in rural areas
and two branches serve the North of
the country including the two poorest
districts of Kilinochchi and Mannar.

98 % of all clients are women, who face
higher levels of economic and social
exclusion than men. Many girls from
underprivileged families marry early
at age 15-17 and often quit school.
If they are economically empowered,
women focus on their families’ welfare
including food, child education, living
conditions, and even health. ECLOF
in Sri Lanka serves almost exclusively
women, thereby achieving direct impact
on society as these women reinvest
business profits into their families and
their communities.

Group lending is a pro-poor methodology
that allows a group of individuals — each

Social Performance Report 2025 - ECLOF Sri Lanka

of whom does not have “bankable” col-
lateral to pledge —to provide mutual
loan guarantee. This type of group is
often referred to as a solidarity group
or self-help group, with group sizes
ranging from 7 to 30 members. 99 %
of ECLOF Sri Lanka’s loans are secured
by group guarantees.

It is important to ECLOF Sri Lanka to
demonstrate client-level results to inter-
nal stakeholders (such as clients and
employees) and external stakeholders
(such as national regulators) not just with
anecdotes but also through real data.
Therefore, ECLOF Sri Lanka has begun
to collect poverty data of its clients as
part of the Lean Data impact studies. The
data reveals that the target of serving
poor and low-income clients is achieved:
of the sampled clients, 76 % live on less
than 5.50 USD a day.




GLOBAL MICROFINANCE INDEX:
MEASURING THE IMPACT OF FINANCIAL
INCLUSION USING A LEAN DATA APPROACH

The 60 Decibels Global Microfinance
Index seeks a simple answer to a com-
plicated question: What is the social
impact of microfinance institutions ?
Utilizing a lean data approach, 60 dB
interviews clients directly on the phone,
returning high-quality data that aids
MFIs in maximizing impact and grow-
ing its operations. To this end, 60 dB
interviewed 18,000 microfinance cli-
ents from 72 MFls across 42 countries.
Collectively, these MFIs serve more
than 25 million clients, more than 15 %
of all microfinance clients globally.

Among them were 250+ ECLOF clients
from Sri Lanka who answered a stan-
dardized set of questions around five
common dimensions of impact: Access,
Business Impact, Household Impact,
Financial Management, and Resilience.

Here are some of the key findings:

1. MICROFINANCE CAN DO A GOOD
JOB OF REACHING PEOPLE WITHOUT
ACCESS TO FINANCIAL SERVICES:

Particularly women and lower income client’s
access loans for the first time through micro-
finance: This finding validates the core prem-
ise of microfinance: that clients can put loans
to productive use in their businesses, and that
business improvements will translate to
improved household well-being.

2. 1IN 3 CLIENTS REPORT A “VERY MUCH
IMPROVED” QUALITY OF LIFE BECAUSE
OF THEIR MICROFINANCE LOAN:

While the majority of clients report improve-
ments in their quality of life because of the MFI
loan, a full one-third of clients place themselves
in the top “very much improved” category.

3. MFI CLIENTS REPORT HIGHER
THAN AVERAGE CAPACITY TO DEAL
WITH AN ECONOMIC SHOCK, AND
THEY SAY IT IS BECAUSE OF THE MFIS:

1 in 3 of the clients in our Index would find it
difficult to cover an emergency expense of
1/20%* of Gross National Income per capita,
compared to 1 in 2 globally, according to index.

4. GROUP LENDING CONTINUES
TO BE AN IMPORTANT PRACTICE:

Group lenders are better at reaching poorer
clients, are more likely to reach women, and
more likely to have clients who are accessing
a loan from an MFI for the first time.




CLIENT TESTIMONIALS

| invested this loan into my curtain business.

| stitch curtains at home and supply to vendors
for sale. | got new machinery and invested

in raw materials to stitch curtains which gave
me more sales and better income as well.

| rent out rooms... so | used the loan to buy
furniture for those rooms. This helped me change
the look of my rented rooms and attracted more
potential customers, so | had a very good income
from outsiders/tourists, and | was able to increase
my monthly income and my quality of life with this.

The loan is distributed to areas in coordination with
the department of Samurdhi Development, this is
something unique to financial institutions since not
every loan institution gives us the privilege to grant
loans through Samurdhi office and this makes it very
convenient for us to receive these types of loans.

Their protocol and policies are easy to follow,
and they are genuine even after the loan,
they keep their user-friendly communication.

(Source: 60dB Global 2022 MFI Index Survey)




CUSTOMER EXPERIENCE

INDICATOR DATA POINT COMMENT

Client retention rate 95 % Most of the clients decided to take consecutive
loans from ECLOF in Q2 2025.

Net Promoter score (NPS) 47 NPS measures client satisfaction and loyalty.
ECLOF Sri Lanka has a NPS of 47, which is
indicative of high client loyalty.

54 % are From a random sample of 256 clients, 54 % most
promoters likely would recommend ECLOF Sri to their friends

or business partners (source: 60dB Study).

ECLOF Sri Lanka puts clients at the
center of all strategic and operation-
al decisions. Accessible and afford-
able loan products help them invest
in economic opportunities, cope with
emergencies, build assets and manage
their daily and life cycle financial needs.
And it constantly reviews and adapts
services based on client feedback to
better meet clients’ expectations.

Each month, a portfolio manager un-
dertakes random on-site visits to clients
to collect feedback regarding the or-
ganization, its services, and the perfor-
mance of loan officers. However, there
is currently an absence of a structured
mechanism for conducting client sat-
isfaction surveys. In light of the SPI5
social audit undertaken in 2025, ECLOF
Sri Lanka intends to implement formal
client satisfaction surveys.
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Client retention is a proxy indicator of
the quality and relevance of ECLOF’s
service to its clients. There is evidence
that a stable long-term relationship
with a finance provider can facilitate
the graduation of poor clients to higher
income levels.

The Net Promoter Score® (NPS) is a
gauge of client satisfaction and loyalty.
Clients are asked to rate the likelihood
of their recommending the company’s
services to family, friends and business
partners on a scale ranging from zero
to ten. The NPS is the percent of cli-
ents rating 9 or 10 (“Promoters”) mi-
nus the percent of clients rating 0 to 6
(“Detractors”). Those rating 7 or 8 are
“Passives”. The score can range from
-100 to 100. ECLOF in Sri Lanka has a
NPS of 47, which indicates that a vast
majority of clients would recommend
its service to others.

Social Performance Report 2025 - ECLOF Sri Lanka



CLIENT PROTECTION

INDICATOR DATAPOINT COMMENT
Adherence to the client 4 This indicator shows for which of the
protection principles 8 CPPs (Client protection principles)
explicit policies and procedures are in place.
Number of client inquiries Approx. Clients can submit complaints through phone
25-30 calls to head office Credit Department.
per month

Client protection — doing no harm to
clients — is the foundation of and an
integral part of social performance.
There are 8 accepted client protec-
tion principles. They range from offer-
ing suitable products to prevent client
over-indebtedness and protecting cli-
ent data. ECLOF Sri Lanka has formal
policies and procedures in place for
4 principles: Prevention of over-indebt-
edness, transparency, responsible pric-
ing and fair and respectful treatment of
clients. Here are examples of ECLOF
Sri Lanka’s good practices:

Prevent over-indebtedness

To address concerns about over-indebt-
edness among Sri Lankan microfinance
clients, ECLOF employs a thorough loan
approval process that evaluates house-
hold income, expenses, and debt and
requires each client’s monthly payment
capacity to exceed the debt service by
at least 50 %. This builds in a cushion
where clients can still cope with the pay-
ments even if calamity strikes. ECLOF’s
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group model reduces credit risk by
encouraging peer support and realis-
tic business evaluation, while a three-
month grooming period obliges clients
to gain financial literacy. Loan monitor-
ing is strengthened by local government
officers and group leaders, with group
savings and internal loan schemes sup-
porting members in need. Additionally,
ECLOF’s Death & Disability Fund offers
financial relief during hardships, fostering
reliable loan repayment.

It is generally accepted that credit bu-
reau information is vital to recognize
other financial obligations clients have
and consider them appropriately in the
credit decision. Currently ECLOF Sri
Lanka cannot directly access the na-
tional credit bureau CRIB which incor-
porates only banks, finance and leasing
companies. But individual applicants for
small business and housing loans are
required to submit their own CRIB score.
ECLOF Sri Lanka is working on gaining
access to the system.
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Be transparent

ECLOF conducts group awareness
sessions for new clients, providing
information on loan products, terms,
interest rates, and benefits. Clients
receive a credit agreement and of-
fer letter that outline key details like
grace periods, guarantor responsibili-
ties, loan purpose restrictions, and late
payment penalties. In line with Lanka
Microfinance Practitioners Association
(LMFPA) guidelines, contracts display
the annual percentage rate (APR) and
are available in Tamil and Sinhalese lan-
guages. Clients are also provided with a
loan passbook for tracking, along with
physical receipts and SMS notifications
for transactions.

Price responsibly

ECLOF’s loans are easily accessible and
affordable to clients. ECLOF requires
no collateral or insurance from clients.
ECLOF’s loans usually cost less than
loans offered by other MFIs. There are
no additional charges for balance enqui-
ries or penalties for late or prepayments.

Treat clients fairly and respectfully
ECLOF’s corporate culture values
high ethical standards. It is therefore
no surprise that ECLOF Sri Lanka was
publicly recognized as a microfinance
institution that complies with the Code
of Conduct of the Lanka Microfinance
Practitioners Association. The Code
calls for the highest levels of profes-
sionalism, good conduct and strong
governance. As of July 31, 2018, the
LMFPA reported that only 55 member
institutions had formally adopted its
Code of Conduct. Exemplary here are
the practices used to collect overdue
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payments from clients: ECLOF applies
ethical loan collection practices, works
with the mediation boards set up by
local government and resorts to legal
action only in exceptional cases.

There is no formal mechanism yet for
gathering and resolving client com-
plaints. Rather this is handled ad hoc
by branch or head office staff. The head
office’s general telephone numbers are
displayed in branch offices and includ-
ed in all letters to clients. ECLOF re-
ceives approximately 300-350 inquiries
or complaints per year. The nature of
complaints includes:

e The duration needed to process or
disburse a loan.

e The loan amount provided to the
client within our policy versus the
client’s fund requirements.

¢ The lengthy and detailed calling time
required for verifying the client’s proj-
ect data.

A policy for protecting the data of client
needs to be introduced. New products
are developed according to informal
but acceptable practices: using client
feedback, testing in a pilot branch and
then reviewing and rolling out. A formal
process needs to be developed.
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RESPONSIBILITY TO STAFF

INDICATOR DATA POINTCOMMENT
Staff turnover rate 39% Staff turnover is high in a competitive
labor market.
Staff satisfaction survey No Planning to start the staff satisfaction survey.
process established
Staff exit interview Yes Employees who leave the organization
process established are interviewed.
Share of women in Women take responsibility
Staff 29% in positions across the institution.
Management 33%
Board 20%
% of staff benefiting 85% All staff benefit from professional training

from training

over the year.

In microfinance, employees are an orga-
nization’s main asset. They have rights,
and if treated well they are more likely to
treat clients responsibly. Treating staff
well also improves service quality and
sustainability because more satisfied
staff treat clients better; and well-treated
clients are loyal to the institution.

ECLOF’s HR manual, compliant with local
regulations and the Sri Lankan Shop
and Office Employees Act, is accessible
to all staff and covers wages, benefits,
non-discrimination, equal opportunity,
grievances, leave, working conditions,
health and safety, and the code of con-
duct. While employee compensation is
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transparent and aligns with labor laws,
overtime is neither encouraged nor paid.

Employees receive comprehensive
contracts and documentation, with new
hires undergoing general orientation.
Leadership staff have the opportunity
to participate in field or international
exposure training. There is room for
improvement where structured mech-
anisms for staff training or growth are
concerned. A staff committee reviews
welfare improvements, but no employee
satisfaction survey is in place.

ECLOF Sri Lanka competes for good staff
in a competitive labor market. Staff are
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paid a living wage and are incentivized
through a salary scheme that awards
portfolio growth and quality. Once a year
a central staff gathering is organized
where prizes are awarded: for the best
loan officer, for exemplary leadership and
for the employee of the year. To further
increase the attractiveness of working
for ECLOF, training and development
is essential. A structured training and
development programme has been in
place since 2024 to support staff growth
and engagement.

Social Performance Report 2025 - ECLOF Sri Lanka




BENEFITS TO CLIENTS

INDICATOR DATA POINT

COMMENT

% of clients trained 1.3%

13 in every 1000 clients attend trainings
by ECLOF Sri Lanka. Clients trained on
financial literacy, entrepreneurship, arts
and crafts, drug and alcohol prevention,
good livestock practices.

Number of
services addressing
basic client needs

1 loan product

1 insurance
scheme

Festival loans

Death and Disability Fund
(Internally Generated Fund)

For a socially motivated provider of
financial services like ECLOF, it is not
enough to protect clients from harm. We
actively seek positive impact on the lives
of our clients: their economic wellbeing,
their community integration, their ability
to cover basic human needs, and their
resilience against external shocks. This
is achieved through financial products
and by building clients’ capacity.

Research has shown that the effective-
ness of microfinance to reduce poverty
is greatly increased when loans are com-
bined with capacity building. Through
the group induction trainings, ECLOF Sri
Lanka educates clients about financial
literacy, savings and entrepreneurship.
Once on board, clients are regularly of-
fered training held by in-house trainers
or associated external trainers on prac-
tical income-generating skills like small
vegetable gardening or crafts (pottery,
woodcraft, sewing, light furniture making,

16

weaving or flower works). After attending
a generic business planning training,
clients attend 12 classes for each skill.
Ad hoc and upon request from com-
munities, ECLOF offers socially relevant
training e.g. on addressing domestic
violence or drug abuse.

Besides loans for micro enterprise and
agriculture, ECLOF Sri Lanka offers one
loan products that addresses basic
needs of clients. With a festival loan,
clients cover extraordinary costs incurred
during the traditional festival seasons.
Offering such products increases client
loyalty because clients feel that ECLOF
is not just supporting their business but
also looking after their personal and
family well-being.

In 2023, Partners Worldwide and ECLOF
International signed a MoU to introduce
PW’s training curriculum across the ECLOF
network, targeting poverty alleviation.
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ECLOF Sri Lanka was chosen as the pilot
site, focusing on empowering MSMEs
to drive sustainable economic growth.

ECLOF Sri Lanka’s partnership with PW
has strengthened its training efforts since
2024. Management completed Business
Curriculum Training, and senior man-
agers gained international exposure
through visits to major banks and insti-
tutions. These insights have enhanced
lending practices and improved client
training methodologies.

To enhance clients’ resilience against
unexpected shocks, ECLOF operates
its own protection scheme: the Death
& Disability Fund was started in 2000 at

the request of clients. ECLOF endows
the Fund with a monthly contribution
of 1% of its outstanding loan portfolio.
When a client or spouse passes away
or is disabled, the Fund writes off the
loan balance after a check with the local
authorities (“Grama Niladhari”). Every
year, the Fund helps 20 to 25 people,
most suffer from sudden ilinesses that
force them to stop working.

Being an institution with a Christian
tradition, ECLOF donates part of its
income to community service. 10 % of
the annual profit is allocated to com-
munity development through Churches
in areas like children, women & girls,
domestic violence, or self-employment.
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SERVING CLIENTS THROUGH
REGISTERED WOMEN SOCIETIES

ECLOF uses a unique solidarity lending
model to deliver services to clients:
through Registered Women Societies.
Formed at the initiative of the local gov-
ernment’s Women or Rural Development
Officers, these Societies gather the most
vulnerable women in a village to grant
them access to development programs,
training or entrepreneurship schemes.
Sometimes the Societies get small
grants for starting a business or agricul-
ture or to cover medical costs. Normally
a Society will have 30 to 100 members
under the leadership of a Chairperson,
a Treasurer and a Secretary.

ECLOF offers support to group members
in building or expanding a micro busi-
ness or small farming operation. With
help from the local Rural Development
Officer and the group leaders, eligible
members are identified and “groomed”
over a compulsory period of three
months before accessing a loan. During
that time the group members are trained
in group dynamics, financial literacy,
savings habits, and entrepreneurship.
Existing and potential businesses among
the group members are evaluated and
plans of cost and expenditure are set
up for each interested member. For
group cohesion, ECLOF even orga-
nizes volunteering action, for example
clean-up activities in the community.
Often Societies have their own small
internal savings scheme. ECLOF encour-
ages this and where there is no such

practice, ECLOF trains members on
saving habits. When members don’t
have bank accounts, ECLOF encourages
them to open one. Later these accounts
are used for disbursing and repaying
the loans. This model leads to positive
impact beyond financial outcomes: it
builds social cohesion among the mem-
bers. Women clients report that they
enjoy not being confined to their homes,
mingling in the Societies and learning
and exchanging with other local women.
Generally, their husbands welcome this
engagement as the women earn much
needed income for their families.




PIONEERING MICROFINANCE IN THE POST-
CONFLICT ZONES OF NORTHERN SRI LANKA

For 30 years internal conflict raged
in the North of Sri Lanka, leaving
200,000 dead and infrastructure and
livelihoods destroyed. Most houses were
damaged or ravaged, many families lost
family members and were traumatized.
While the war ended in 2010, its lega-
cies last: the region is still poorer and
underdeveloped in comparison to the
rest of the country. The level of education
and financial literacy is still low. So are
the self-confidence and entrepreneur-
ial spirit of the people. Lack of capital
exacerbates the problem.

As early as 2012, ECLOF was the first
finance provider to serve the area; first
with training and then with financial ser-

vices. Traditionally the main industries
are fisheries, palmyra products, dairy
farming and agriculture. Since 2012,
ECLOF has disbursed loans worth more
than 2.567 million dollars in the two
Northern districts alone. From the begin-
ning there was close cooperation with
the Government’s Divisional Secretaries
and their Women Development Officers
or Rural Development Officers who are
responsible for re-settlement, devel-
opment and livelihoods. Before being
allowed to start, ECLOF underwent a
close examination by the Government
Agent to ensure that the already battered
people who have lost their livelihood and
families disrupted were not exploited
in any way.




ECLOF INTERNATIONAL

Chemin du Pommier 42
1218 Le Grand-Saconnex
Switzerland

+41 22 791 65 55
office@eclof.org
www.eclof.org

SEPTEMBER 2025

ECLOF SRI LANKA

Soundaram Thacis Thoumiyan
Exectuive Director
eclof@eureka.lk

+94 1123434 70




