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F A C U L T Y O F ARTS 
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DMF 006: MF Product Development 

Answer All the questions. 

Time Allowed: Two Hours 

1. You have been selected by your management to take the lead in developing three [3] 
new microfinance products for the next financial year 2017. 

a. What does it mean by "Product Development" ? 
b. Explain the product development process that you should follow. 
c. What would best suit introducing Microfinance products and describe them 

stating three [3] examples. 
d. What are the three [3] main segments one should focus in product 

development process? Explain the importance of each segment. 
e. What tools can you use in your proposed product development process and 

explain the importance of such tools. 
f. Explain a practical scenario of using one of the tools that is useful in product 

development. 
g. Explain the concept of product life cycle 

2. ' "Janatha Dirimaga" Microfinance company wanted you to advice on the interest rate 
calculation of their newly proposed microfinance loan scheme, at present there are 
three deferent loan schemes and this proposed one will be the fourth. 
Information as follows; 

The annual interest rate to be paid for the internal savings 
funding of LKR 5 million for the proposed loan scheme. 

5% 

The annual interest rate to be paid for the external funding of 
LKR 25 million for the proposed loan scheme. 

5% 

Office and building cost - Annual LKR 600,000 
Electricity, Water and Communication Annual expenses LKR 1,200,000 
Loan officers' monthly salary 
[Each Loan officer is expected to spend 1/4 of his time for the 
proposed loan scheme.] 

LKR 40,000 

Loan Officers' allowances - only applicable beyond 250 loans per 
officer. 

LKR 5,000 

Monthly Salaries of Non- Loan officers 
[1/5 of time to be spend for the proposed loan scheme] 

LKR 500,000 

Expected Profit margin 10% 

a. What factors affect in calculating the interest rate of the proposed loan 
scheme? Explain each factor. 

b. Identify the fixed costs from the given table. 
c. Identify the variable costs from the given table. 
d. Calculate the interest rate for the proposed loan scheme by using the above 

information. 
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