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Abstract 

Poverty is more often a  cycle of life situatio n that has to be broken to eventually evolve a better 

quality o f life . Developmen t program s ar e bein g introduce d an d undertake n wit h th e ai m of 

fighting agains t poverty . Raisin g incom e in order to economicall y empower th e poo r i s a great 

challenge o f th e developmen t initiative s suc h a s microfinanc e Empowermen t i s attaine d i f 

access, ownershi p an d contro l over assets have bee n veste d upo n the individua l an d his family . 

Hence, empowerment i s a gradual process whic h require a  roa d map to guide the driver to reach 

the place . Microfinanc e i s believe d t o b e a  vehicl e tha t ca n brin g abou t positiv e change s 

economically an d socially . A s th e industr y player s ar e growing , risks fo r th e poo r ar e als o 

becoming high because of their need fo r a dail y source of cash, whic h often lead s them to over 

indebtedness fro m differen t mone y lender s eve n fro m th e informa l ones . Thi s projec t i s t o 

conduct a  pilot test on the loa n product desig n tha t could continuousl y serve th e C A R D Ban k 

clients i n their financial  need s t o enabl e the m t o manage their cas h flow  an d perpetuall y ru n 

their businesses . Selecte d clients of C A RD Ban k San Pablo Branch are th e participant s durin g 

the pilot projects wh o have been with the microfinance program for more than three years. Ne w 

product desig n aim s a t helpin g th e client s expan d thei r businesse s throug h acces s t o capita l 

especially in time for seasonal business opportunities . Th e pilot test will be the basis for the final 

product design that will be recommended fo r roll over in the over all C A R D Ban k operations. 

C A R D Ban k Inc . ( A Microfinance-Oriented Rural Bank ) is servin g 73,00 0 client s a s o f May 

2007. I n its desire to continuousl y provide opportunities fo r clients to gai n access t o credi t and 

build-up their assets, continuous product innovatio n and improvement i s being done. C A R D i s 

looking forwar d t o improvin g an d developin g its financia l service s an d product s t o benefi t a 

greater number o f its 'sociall y and economic challenged' families. 
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1. Executiv e Summary 

The cas e o f povert y i n a  thir d worl d countr y i s mor e pronounce d an d widesprea d 

because i t comprise d mainl y o f lo w educationa l attainmen t o f th e head s o f th e family , 

topographical location , inequity, and unpredictable economi c mobility. During the las t few years 

microfinance had grown rapidly and as povert y is continuously growing the role of microfinance 

institutions ha s becom e mor e crucia l an d significan t i n functions . Th e emergenc e o f 

microfinance industr y graduall y transforme d economi c horizon s wher e smal l enterprise s an d 

self-employment, particularl y household women , ar e noticeably sprouting. Microfinance is one 

of th e effectiv e tool s i n poverty alleviation . In th e Philippin e one o f pioneering microfinanc e 

institutions i s Cente r Agricultur e and Rura l Developmen t (CARD) . Fro m an NGO doing mere 

microfinance an d communit y development , C A R D wa s th e first  NG O to obtai n a  bank licens e 

from th e Bangk o Sentra l n g Pilipina s (BSP) in 1997 ; the C A R D Ban k Inc. formerl y known as 

the C A R D Rura l bank was established . 

C A R D humbl y started from PhP 20 capital with 5 community development practitioner s 

in th e municipalit y of San Pablo Cit y locate d i n the provinc e of Laguna. Since 1989 , C A R D i s 

refining methodolog y fro m it s microlendin g Grameen-styl e t o achiev e tripl e botto m lin e 

objectives o f outreach , sustainabilit y an d impac t i n the live s o f the clients , thei r familie s an d 

communities. A t present, C A R D i s positioned to b e a  globa l leader i n the MF I industry which 

has th e growin g demands that direct s th e managemen t to continuousl y innovat e t o addres s th e 

changing need s o f the poor . SI P AG loa n i s th e newes t financia l servic e whic h C A R D Ban k 

offers. I t was initiall y provided in year 200 4 t o graduat e and non-graduate members. However , 

the evaluation of the management showed that this resulted to increase i n PAR. Thus , the SI P A G 

loan i s now exclusivel y given to graduat e members i n San Pablo Branc h as par t o f conducte d 

pilot testing . Th e main purpose o f this pape r i s to la y out th e evaluatio n an d monitorin g resul t 

from th e pilo t testing o f SI P AG program . However , the mai n objectiv e o f management i s t o 

bring micro-entrepreneu r client s wit h their busines s int o stability , make thei r profi t grow , an d 

extent their capabilitie s parallel to th e mai n stream o f current econom y flo w thr u launchin g of 

more efficient new products an d services. 
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2. Problem Statement 

Approximately 5. 2 millio n Filipin o familie s liv e belo w th e standar d povert y lin e an d 

24.7 percent of the Philippin e households hav e pe r capit a income of PhP 9,466 belo w threshold 

(National Statistic s Office' s Famil y an d Incom e Expenditures) . Th e decades o f political crisis , 

soaring debts , schis m o f people' s socio-economi c status , an d rapi d populatio n growt h o f 

Philippines ar e poverty 1 cor e developments . Annuall y a n averag e o f 1. 8 millio n individual s 

contribute t o th e 2.6 3 rapi d populatio n growt h o f the countr y (Lambarte , 2003) . Majorit y o f 

micro-entrepreneurs ar e discourage d b y th e traditiona l ban k standard s fo r lendin g capital s 

because of the collatera l and lega l paper requirements. Thes e comprise d 70 % of the country' s 

poorest relyin g in entrepreneurial incom e an d a s th e resul t the y preferre d t o borro w mone y t o 

informal source s o f community. Severa l studies o f microfinance institution s (MFI's ) foun d ou t 

that so-called informal sources block MFIs' capabilitie s and goals for poverty alleviation . Instea d 

they lea d communitie s int o higher leve l o f debt and stagnancy . Individual s with their familie s 

indulged i n suc h informa l moneylenders lea d int o seriou s debt s because o f high unjustifiabl e 

interest rates . 

The governmen t i s facin g hig h unemploymen t rat e apparentl y t o th e Nationa l Capital 

Region (NCR ) o f Philippines which rank the highes t rate of poverty and inequity . The provision 

of microfinance service s together with its role in job generation s an d entrepreneuria l growt h ar e 

possible interventio n fo r povert y an d inequality . MFI s function s bea r significan t role s whe n 

millions o f familie s belongin g t o th e lowes t incom e strat a ar e engage d i n microfinance . 

Empirical evidenc e an d succes s o f entrepreneurial storie s demonstrat e microfinance service s a s 

effective tool s fo r economi c development . MFI s creat e synchronize d impact s t o th e industrie s 

and workforc e employmen t thr u micro , small, medium enterprises . Advance d micro-businesse s 

can generate employment an d increase loca l economic activities and eventually contribute i n the 

community towards reducing poverty. 

The accessibilit y of poor peopl e t o credi t i s giving them mor e economi c opportunities . 

Several studie s o f microfinance foun d ou t man y client s ove r a  certai n period of time ha d spil t 

1 Povert y (ADB Definition)-Th e deprivation of essential assets and opportunities t o which every human i s entitled. 
Adopted from the Analytica l Framework Chapter 2 of Poverty in the Philippines : Income, Assets and Access. 
2 "5' 6 India n Financiers' ; Paluwagan systems; an d A T M collateral . 
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from poverty line. However poverty of Philippines case is widespread and more pronounced than 

its neighboring countries i n Southeast Asia . Povert y is associated wit h lo w education level s in 

the head of households, and large family size . The development o f microfinance has significantl y 

contributed to poverty alleviation. The poor with access to microfinance can tap othe r resource s 

from microfinance to increase their earning capacity and/or meet emergency needs of the family . 

Addressing fo r poverty situations i s the primar y task o f Medium-Term Philippin e Development 

Plan (MTPDP ) through equitable growth, rural development and socia l secto r investment ca n be 

one measure . Fro m republi c of the Philippine s government it s Pres . Glori a Macapagal-Arroy o 

highlighted povert y agend a i s the hu b o f her developmen t plan s an d programs i n her SONA' s 

delivery speech . Microfinanc e enhancemen t i s on e o f the te n poin t agend a identifie d in th e 

MTPDP to reduce poverty (Sicat, A., Graham , M. 2004) . 

Nowadays th e epidemi c illnes s o f communit y "poverty " i s stil l unresolve d an d 

continuously growing . Poor people wit h acces s t o microfinanc e are mor e resilien t to cop e an d 

deal with the day-to-day crises they are facing . Econometri c studies foun d out that microfinance 

with effectiv e financial  service s help s th e poo r peopl e i n dealin g wit h vulnerabilit y and ca n 

gradually reduc e poverty . Microfinanc e aimin g to find  way s i n addressin g financia l need s t o 

socially challenge d individuals is a  good measure to rais e thei r dump economi c status. Hence, 

development o f microfinance make s a  significan t contributio n to povert y alleviatio n wit h it s 

paramount importance . The func tion s of financial  service s transformed theorie s o f poor people 

from "every-day survival" to the "planning for the future" . 

3. Literature review 
3.1 Acces s of the poor to different Microfinance Financia l Services 

Microfinance servic e delivery has been promoted as a key strategy fo r reducing poverty, 

as wel l a s fo r formulatin g sustainabl e economi c growt h throug h sel f employmen t an d smal l 

enterprise development . Acces s to thes e facilitie s i s assume d t o provid e th e poo r wit h th e 

means t o cushio n themselve s agains t economi c shocks , t o attai n sel f relianc e throug h 

entrepreneurship an d t o achiev e socia l empowermen t (Mathie , 2002) . A s a tool fo r poverty 

reduction, microfinanc e provide s th e poo r househol d wit h acces s t o workin g capita l an d 

financial service s tha t ar e essentia l t o th e tas k o f takin g u p economi c opportunities . I t 
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encourages processe s tha t lea d t o mor e efficien t mone y managemen t option s fo r th e poo r 

households, thereb y reducin g cas h transactio n costs , mor e effectiv e financia l planning , an d 

positioning households fo r 'resilience ' to rid e out the impact s o f unexpected setback s an d new 

sources o f vulnerability to adverse influenc e on household standard o f living (Joe Remenyl , July 

2005). 

In man y instances , th e onl y financia l service s availabl e ar e provide d by th e informa l 

agents o r mechanisms , whic h offe r a  narrow rang e o f financial  service s t o limite d customers ; 

lack o f acces s t o busines s financing  a t a  reasonabl e cos t leav e mos t micr o entrepreneur s 

dependent o n self-relianc e o r ver y costl y shor t -ter m credi t fro m mone y lenders , whic h limi t 

their abilit y t o activel y benefi t fro m investmen t opportunitie s an d contribut e t o economi c 

growth. Man y poor and low-income households als o lack access to formal or semi-formal credit 

for consumptio n smoothin g an d othe r service s suc h a s savings , mone y transfe r an d insuranc e 

(Stephanie Charintonenk o &  Anit a Campion) . However , while the forma l financial  secto r ha s 

remained largel y uninterested , ther e i s a n interestin g tren d whereb y a  fe w specialize d 

microfinance institution s ar e increasingl y resembling th e forma l secto r i n siz e an d natur e o f 

funding sources . A  stud y o f the Worl d Ban k (quote d i n Montagon , 1998 ; 19) show s tha t i n 

contrast t o commercial banks whose 46% of funds com e from deposits, the corresponding figure 

for NGOs i s a meager 7% . In the same study i t has been pointed out that banks actually account 

for 78% o of the tota l numbe r o f outstandin g microloan s wherea s th e voluntar y organizations ' 

share i s onl y 9%. Th e remainde r come s fro m th e credi t union s (11%> ) and saving s ban k (2%> 

(Imran, Hulme and Rutherford). 

Mr. Armand o M . Tetengco, Jr , Governo r o f th e Bangk o Sentra l n g Pilipina s (2005 , 

September), Stimulatin g th e growt h o f microfinanc e i n th e Philippines , highlight s , 

Microfinance provide s necessary pus h for microenterprise s t o help them grow now. Thi s bears 

significance fo r the Philippine s where micro , small and medium enterprises mak e u p 99.6 % of 

the industrie s an d 70% > o f th e workforce . Withou t acces s t o financia l services , thes e 

microenterprises ar e force d to rely on more expensiv e source s o f credit such as informal money 

lenders which limits their capacity to grow their businesses . 
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The Philippin e governmen t i s one o f the fe w countries in the worl d tha t has a  national 

strategy fo r microfinance , an initiativ e that ha s playe d a  catalyti c role fo r bank s t o engag e in 

microfinance. 

3.2 Risk s for the Microfinance Client s 

Microfinance client s at all poverty levels are exposed to frequent an d wide-ranging risks. 

This reality is best summed up by a C A RD Ban k client form the Philippines , ". . .lif e fo r the poor 

is on e lon g risk. " Ther e ar e man y source s o f risks -  structura l factor s suc h a s seasonality , 

inflation, o r th e vagarie s o f weather , unexpecte d emergencie s suc h a s sicknes s o r deat h o f a 

family member , loss of employment, fires and theft; an d the high costs associated with life cycl e 

events suc h a s marriages , funerals , an d educatin g children . Ther e ar e risk s associate d wit h 

operating an enterprise. Ther e are risks associated in taking a loan (Cohen and Sebstad 1999 ) 

3.3 Effectiv e Financial Services to the Poor . 

The Philippin e microfinanc e market ha s bee n developin g quite rapidl y in the las t fe w 

years, whic h i n turn , i s expecte d t o b e abl e t o mak e a  significan t contributio n t o povert y 

alleviation i n the country . Wit h microfinance , the poo r wh o have bee n lef t ou t b y the forma l 

financial market , wil l have greater chanc e of tapping additional resources fro m the microfinance 

market a t reasonabl e prices , which the y ca n us e t o expan d thei r earnin g capacit y and/o r mee t 

emergency needs of the familie s (Mario B. Lambarte and Ma . Chel o v. Manlangit, Policy Notes 

December 2003). 

It i s ver y importan t fo r microfinanc e institutio n to provid e thei r client s wit h financia l 

services, accordin g to thei r stage s o f need, t o enabl e the m t o manag e thei r enterprise s fo r 

growth and higher returns. Fro m a  smal l capita l investment, they graduall y scal e up based on 

the financia l service s tha t the y ca n ta p an d th e economi c opportunitie s o f their enterprises . 

Provision of financial  service s at the right time, whe n enterprise s demand s base d on volum e 

of transaction s arisin g from th e seasona l productio n or seasona l nee d o f the market , wil l giv e 

higher return leading to the growin g accumulated capital for business expansion. 

According t o Moniqu e Cohe n an d Jennefe r Sebstad , microfinanc e client s als o ar e 

heterogeneous i n other respects, fo r example, their demographic characteristics, enterprise types , 
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households economic resources an d activities, position within the communities , and the context s 

in whic h the y liv e an d work . Thes e difference s hav e implication s for financia l cycle s an d 

strategies and the need for different financia l products and services. 

Imran Matin , Davi d Hulm e and Stuar t Rutherfor d (date ) state d tha t th e deman d fo r 

financial service s fro m poo r households call s for shor t an d lon g term credi t line s for financing 

inputs an d investmen t i n bot h physica l an d huma n capital , an d fo r provisio n o f saving s 

opportunities wit h differen t reward s an d maturities . I n general , th e poore r th e household , th e 

greater th e nee d t o us e saving s an d credi t a s insuranc e substitutes . Thu s th e contributio n of 

financial service s to coping with risks (the 'protective ' role of financial services ) becomes mor e 

important tha n th e expecte d retur n o f the financia l service s alon e (th e 'promotional ' role o f 

financial services ) 

BSP Gov . A . Tetangco (September, 2005 ) concluded that as long as there remains nearly 

40% o f our populatio n livin g i n poverty, there i s a n urgen t nee d fo r microfinanc e to provid e 

them wit h opportunitie s t o increas e thei r economi c activity , foste r thei r spiri t o f 

entrepreneurship, facilitat e employmen t an d improv e th e qualit y o f thei r live s an d thei r 

community. 

4. Community Needs Assessment 
4.1 Needs Assessment 

Identifying financial  niches , clien t needs , an d marke t statu s ar e to p gear s t o mak e 

products competitiv e in the globa l market . Clien t satisfactio n i s a  crucia l responsibilit y of the 

producer t o captur e publi c interest . Th e cycl e o f repayment an d interes t rate s sustaine d th e 

product's lif e fo r MF I industries . Disappointingly, starvation s wer e on e o f root causes of how 

people use d an d manage d thei r financial  resource s wit h inadequat e skill s an d knowledge . 

Understanding clien t behavio r goe s beyon d simpl y lookin g a t ho w the y us e an d repa y thei r 

loans. I t requires a n awareness of the economi c goals of poor households, ho w people manage 

resources an d activities in the contex t of their household economic portfolios, and how they deal 

in thei r day to day lives. As a starting point, we can begin to see how financial  service s can (or 

could), d o (or do not) fit into processes. A l l o f these factors affec t clients ' immunity to summon 
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debt, tolerate risks, and effectivel y use financia l resources t o generate a stable incom e flow  an d 

build assets. 

Actually thes e issues ar e basi c approache s fo r developin g new products . Ensurin g that 

terms, condition s an d deliver y o f financia l product s correspon d t o th e financia l cycle s o f th e 

clients ca n reduc e risk s bot h fo r client s an d fo r lenders ' portfolios . Instance s whe n financia l 

services ar e readil y available an d provide d only by informa l agents or mechanisms ha s a  very 

limited an d narro w rang e o f financia l service s t o th e customers . Lac k o f acces s o f small -

entrepreneurs to commercia l o r highe r loan s fo r financin g thei r business ' ful l potentia l limit s 

their abilit y to inves t an d slo w down economic growth . I n addition to that many poor an d low-

income household s als o lac k acces s t o credi t an d othe r beneficia l service s suc h a s savings , 

money transfe r an d insurance . Howeve r whil e th e commercia l financia l secto r ha s remaine d 

largely uninterested microfinanc e market Gramee n style NGO hav e rapidly developed i n the las t 

few years . A  Worl d Ban k stud y foun d commercia l banks , 46 % o f whose fund s com e fro m 

deposits ar e insufficien t to the equivalen t o f 7% figure i n NGO. Th e same study also pointed ou t 

banks accounte d fo r 78 % o f th e tota l numbe r o f outstandin g microloan s an d voluntar y 

organizations' shar e is only 9%. Th e remainder come s from the credi t unions (11%) an d saving s 

bank (2%) . 

4.2 Stakeholders ' Analysis 

4.2.1 Prevailing Gaps in the Provisio n o f Microfinance Servic e 

Based o n fiel d finding s an d discussion s wit h 

government an d MFIs , th e uncovere d area s o f 

microfinance service s remai n extensiv e i n term s o f 

regional coverage , numbe r o f potential client s an d th e 

number o f MFIs . Ther e existe d 5. 2 millio n Filipin o 

poor familie s i n 200 0 accordin g t o Nationa l Statisti c 

Office (NSO) . In August 2005, th e total number o f outreach client s reported b y PCFC wa s close 

to 1. 5 millio n representin g 3 0 percen t o f th e tota l numbe r o f poo r familie s i n th e country , 

apparently i t is effectively putting potentia l client s a t more tha n 3. 6 million . Dat a from PCF C 

Fig . 6  CARD' S Shar e i n Tota l Outreac h o f MFI s 
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and BS P tend t o confirm MCPI 3 findin g tha t abou t 3 0 MFIs dominat e th e market i n terms of 

outreach an d volume o f loan portfolio . Thes e 3 0 MFI s accoun t fo r clos e t o 8 0 percen t o f 

outreach and the loan portfolio. 

It was stated tha t as of March 31 , 2004 the accumulative tota l o f 196 MFIs borrower s 

technically know n a s conduit s wa s 1,099,02 5 contraste d wit h t o 12 1 engage d bank s wit h 

485,136 o n December 2003 . A significant overla p exist s betwee n th e two figures o n outreach 

since a majority o f the 12 1 banks include d in the BSP data are also conduits o f PCFC. Researc h 

and studies ' estimation s woul d plac e th e overla p a t aroun d 7 5 percent o f the outreach figur e 

4.3 Clients Needs Assessment - CN A 

C A R D Ban k as a microfinance institution has brough t shap e in microfinance structure in 

the Philippines . It has strengthene d livelihood s of community accordin g to thei r capabilities , 

portals, and available resources. A s time goes by visibility, the importance an d transformation of 

lives i n the community wit h microfinanc e has been felt . Th e submissive eagernes s of C A R D 

Bank to help poor people in rural communities sprouts it s success wit h its members. Th e journey 

and succes s o f C A RD Ban k as the first  NGO microfinance institutio n in the Philippines leads 

them t o no w be recognize d al l over th e world . C A R D Ban k ha s bee n providin g financia l 

services for several years and is aiming to improve financial service s and products through stud y 

projects. B y designing new products, C A R D Ban k addresses not only the immediat e financia l 

needs o f its clien t bu t the lon g ru n of micro-businesses . Mos t people , especiall y sociall y 

challenged individual s whose financia l resource s i n cases o f family emergencies , capita l for 

business i s loans whethe r i t comes fro m informa l source s o r not. In response t o the financia l 

3 M C P I - Th e Microfinance Council o f the Philippines , Inc. is a network o f 41 institution s workin g towards th e rapid 
development o f the microfinanc e industr y o f the Philippines . Its mission is to be a national networ k o f microfinance 
practitioners an d allied service s institution s committe d to the reduction o f poverty i n the Philippines through 
equitable acces s t o financia l an d non-financial services , www.microfinancecounil.org. 
4 Microfinanc e Exposures of Rural/Cooperative/Thrift/NGO-MFIs Microfinanc e Oriented Institutions. BS P as of December 31, 

Fig. 7  CARD' S Shar e in Total Portfoli o Amt. of MFI s 

(in Millions ) 

compiled b y BSP. It can be safel y assume d tha t th e curren t 

outreach o f MFIs in the Philippines is around 1. 3 to 1.5 million 

clients durin g that period. However as of 31 Decembe r 2004 , 

BSP reporte d nearl y clos e t o 2.6 millio n existin g borrower s 

with an aggregate portfolio of PhP7.4 billion. 4 

2004. 
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needs o f communitie s i n term s o f immediat e famil y need s (emergencies) , natura l disaster s 

(calamities), business, o r even education o f children C A R D aim s to develo p financia l product s 

that will reach this kind of financial needs . 

Philippines i s on e countr y lyin g o n th e Pacifi c regio n whic h i s ver y pron e t o natura l 

disasters suc h as disastrous typhoons . When the country was hit by one of strongest typhoon s of 

the year in 2006 thousands o f families were highly affected. Hundred s died , families lost homes 

and thei r livelihoo d (agricultures , etc.) , infrastructure s an d othe r publi c establishment s wer e 

destroyed. Th e number o f borrowers i n the typica l 5' 6 mone y lenders , an d othe r microfinance 

institutions are double d similar to the cas e o f C A RD members . C A R D i s aiming not to provide 

calamity loans , bu t th e sustainabl e financial  resource s o f families in line wit h microbusiness . 

C A R D i s lookin g forwar d t o helpin g thes e microbusines s an d microentrepreneur s t o ste p 

forward into the main stream of economy flow. 

In thi s study , financial  product s o f C A R D - SI P AG Fle x Loa n an d SI P AG Ter m Loa n 

was in their pilot stages and very susceptible in terms o f risks and threats. The conducted clients 

need assessment (CAN) approache s aime d to identify certain financial needs , amounts , and client 

response t o financial  service s an d product s o f C A R D Bank . Th e clients ' need s assessmen t 

addressed the following questions : 

• Wha t are the circumstances that require clients to access immediate credit facilities? 

• Wha t are the clients ' perception on the curren t product s an d service s offered b y C A R D 

Bank? 

• Wha t are the other products and services th e clients need? 

• Wha t do the clients suggest to improve C A RD Bank' s products and services? 
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4.3.1 Methodology : Focus Group Discussion (FGD) 

FGD i s used as a  method for client's need assessment s wher e field  samplin g interviews 

are gathered randomly. 

Table 1  Classification/types of livelihoods of families which interviews (FGD) ar e made. 

Source of 
Livelihood 

Sikap 
1 Sikap2 Ester8-

LB 
Ester6-

LB 
Tender-
Masbate 

SMART2-
Masbate 

Dolores-
Pinagdanlayan 

Tiaong-
Lucasan 

1 .Retailing 2 2 6 2 3 3 1 4 

2.Hog Fattening 0 1 0 0 1 2 4 1 

3.Trading 0 0 0 0 8 0 0 0 

4.Crop Production 8 2 3 1 0 0 4 0 

5.Transportation 
Services 0 2 1 4 0 2 3 1 

6.Services 1 1 2 5 0 1 1 5 

7.Employment 2 2 0 0 0 0 2 3 

8.Remittances 3 2 0 0 0 0 2 5 

9.Pensioners 0 0 0 0 0 0 0 1 

l0.Manufacturing 0 0 0 0 7 5 0 0 

A FG D wa s conducted on the basis of analyzing client need assessment (CNA ) i n terms 

of financia l resources-livelihoods . The table shown above is a tabulated result of FGD interview 

in rando m method. The respondents ar e fro m th e unit s of Dolores, Tiaong , Sa n Pablo, and Bay 

branches. Th e eight (8 ) cente r unit s under C A R D Ban k managemen t ar e include d i n the table . 

Almost o f the members are micro and small entrepreneurs o f private owned business. Aside fro m 

this, there are also some general questions are not included in table which are tackled to this part. 

Savings, capital, and insurance to involved in the group members, and C A RD provide d financial 

products an d service s t o ever y famil y ar e primar y reasons o f respondents 5 i n joining C A R D 

company. I n additio n C A R D member s wan t t o expres s thei r deepes t gratitud e t o C A R D fo r 

lending them a capital without any collateral that helped them to establish their business a source 

of thei r famil y income . Th e majorit y o f th e member s wh o hav e interviewe d are first  time r 

holders of insurance coverage and in some instances member s ha d once received benefits fro m 

such insurance. They feel very differenlyt than before because now they have something that wil l 

back them up. Accordin g to them, it' s no t the valu e or amount helpe d their famil y rathe r th e 

way ho w it worked is significant to them in terms o f needs . 

5 Member s who are interviewed in the FG D samplin g method include graduates an d non-graduate members . 
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Table 2 Tabulated resul t o f interviews with C A RD Bank' s clients who received a  calamity loan 

BRANCH: San Pabl o 

Center name & 
address 

SMART Center TALAGA 
Center ASAP Center 2 ASAP Center 1 

Number of 
respondents 4 3 25 14 

No. o f individual 
who receive s 
Calamity loan 

4 3 1 5 

Amount of 
Calamity loan 
received 

P 2,000.0 0 P 5,000.0 0 P 5,000.0 0 P 5,000.0 0 

The resul t o f field  intervie w concentrates on the (benefit ) loa n services o f C A RD Bank . 

Field interviews are made to evaluate the impact s o f calamity loans o n C A R D Bank' s members . 

Table 2 is the resul t o f an interview where th e actua l members who received the calamit y loan s 

are smal l in percentage against the tota l population s o f its members per center . The interview s 

were randomly gathered under C A RD Ban k management in San Pablo Branch, by a membe r i n 

the tow n o f Alamino s Laguna wh o wa s screene d t o recogniz e client s wh o receive d calamit y 

loans. Les s tha n a n hou r fro m SPC , SMAR T Center 6 exist , fou r (4 ) member s includin g th e 

center chie f received calamit y loa n ou t o f it s 1 6 activ e members . Approximatel y less tha n 3 0 

minutes awa y fro m the SMAR T cente r is the cente r of T A L A G A 7 . Somewha t simila r T A L A GA 

Center gaine d thre e (3 ) calamit y loans,  differen t fro m just on e loa n o f SMART . Contras t t o 

A S A P 8 cente r 2 , onl y one (1 ) o f its members received a  calamity loa n ou t o f its 25 members . 

Meanwhile, ASA P cente r 1  has 1 4 respondents but only five (5) receive d calamity loans 

SMART center , amongs t othe r center s interviewed , ha s ver y distinc t characteristic s 

regarding livelihoo d resource s o f it s people . Th e communit y i s dominate d b y coconu t palm s 

with uneven slopes . People  plan t coconu t an d harvest when i t becomes mature, the y ar e on e of 

the mai n supplier s o f coconut product s i n different town s o f the province . They utilize coconu t 

palms fro m it s fruit , an d leave s dow n t o th e roots . Th e bountifu l harves t boom s durin g th e 

months o f nationa l holiday s i.e . Christmas , Ne w Yea r etc . Usuall y incom e o f these peopl e 

6 S M A R T cente r is located in Barangay Sa n Ildefonso Alamino s Laguna 
7 T A L A G A center in the Baranga y Sa n Gregorio Alaminos Laguna 
8 Aabuti n ang Sarilin g Adhikain a t Pangarap-ASAP - Baranga y Sa n Roque Alaminos , Laguna 
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climbs 100 % or even triples or quadruples whe n buyers were in the crammin g stage during last 

minute holiday shopping.. Little difference t o T A L A G A , A S A P 1  and 2 centers, livelihood s of 

people ar e ver y informa l suc h a s privat e busines s owner s o r self-employe d (contractua l 

manufacturer o f food delicacies , meal supplier, part time jobs, and others). 

Both pioneer and new member s ar e first time holder of insuranc e policies, either savings 

deposits o r group wit h C A R D . Accordin g to them C A R D bring s new-born hopes, courage , and 

motivations to star t business fo r living . Durin g m y field  intervie w with member s I  discovered 

how C A R D transform s people' s live s thru their sentimenta l stories . Lik e th e humbl e beginning 

of CARD , too , its clients have a similar story with their microbusiness, unti l they become stabl e 

with years. 

C A R D client s form SMART , T A L A G A , ASAP 1  and 2 centers commen t that C A RD d o 

not establis h thei r livelihood , bu t als o keep s the m track . Mother s of famil y d o no t just si t 

downs an d wai t fo r thei r husban d ever y en d o f the day , bu t the y hav e discovere d their ow n 

talents i n managin g thei r business . Unlik e before , mothe r an d fathe r relationship s tur n int o 

extraordinary partnerships i n managing family livelihood . 

Job gende r distribution s ar e distinguishe d i n suc h a  way : househol d wome n pla y th e 

decision-maker o f family business , whil e men take actio n to implemen t management systems . 

Rural employmen t increase an d income distribution generates differen t strategie s o f livelihood, 

either part-time o r full-time. Fo r example coconut harvesting done seasonally , households adop t 

other source s o f income  onc e coconut s fal l dow n in it s pea k seasons . Usuall y client s hav e a 

microbusiness as an option when income from certai n livelihood i s unproductive. Anyhow thi s 

microbusiness sustaines client s to repay their financial  obligations and makes them stay for years 

with C A R D memberships . Other s invest money in business o f handicrafts , delicacies , and foo d 

supplies als o know n as "sari-sari " stores a s remedie s whil e waitin g to restor e incom e fro m 

respective businesse s lik e coconuts . Thi s for m o f income remedy i s done b y poor communities 

whose livelihoods are stil l unstabl e i n income. Most of them lacks commercial employment due 

to lo w educational attainment . Larg e parts o f their population rely in business a s th e family' s 

financial skeleton , and thru C A R D , i t brings them access to established livelihoods. For the past 

20 years o f C A RD NGO' s operation s numerou s member s hav e succeede d i n their chosen field 

of microbusines s and now have grow n into extraordinary entrepreneurs . Som e of them becam e 

exporters o f thei r product s an d hav e brough t thei r famil y ou t o f poverty . The y hav e th e 
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capability to send their children to the desired schools; asid e from this they have help other poor 

people to escape poverty by givin g the m employment . Als o C A R D ha s scholarship s which ar e 

exclusive for children of C A RD members . Actuall y a  few of member's childre n who graduate d 

with scholarship, ar e now employed with C A R D . 

Despite o f benefits an d advantage s the financial  product s o f C A R D calamit y loan ar e 

insufficient fo r members . Th e las t typhoon s whic h hi t th e lan d mass o f community last yea r 

(20060 becam e th e mos t disastrou s natura l calamit y in the whol e year . Man y wer e affecte d 

especially livelihood of small farmers. The damage was relatively high yet our calamity loan was 

not enoug h fo r repair s an d rehabilitation s accordin g to ou r clients . The y ar e suggestin g tha t 

calamity loan amount to increase next time. 

5. Projec t Design 
5.1 Backgroun d o f the Project 

5.1.1 Th e Center for Agriculture an d Rural Development (CARD), Inc . 

Founded as a  social development organization in December 1986 , C A RD ha s evolved as 

a leade r i n th e microfinanc e industry . Curren t achievement s include s th e deliver y o f 

microfinance service s to ove r 336,000 households o r 2,000,000 o f the tota l population, whic h 

has been widely recognized . CARD' s ultimat e goal is empowering poor families economically 

and sociall y particularl y househol d women . Earl y year s o f operatio n hav e le d t o th e 

implementation o f differen t socia l developmen t project s lik e communit y organizin g an d 

livelihood assistanc e program , schoo l buildin g an d potabl e wate r project , cooperativ e 

development an d eve n livestoc k dispersa l programs . B y th e yea r 1990 , th e institutio n the n 

decided to focus on programs that would reach a greate r number of poor family fo r the stability 

of their livelihood through microfinance as the main development strategy . Sinc e taking off with 

its Grameen-style micro lending, C A RD ha s been refining the methodology with the end view of 

achieving the tripl e bottom lin e objectives o f outreach, sustainabilit y and impac t in the live s of 

the clients, their families and communities. 

C A R D wa s the first  non-government organizatio n to obtain a license to operate a rural 

bank, th e C A R D Ban k fro m th e Bangk o Sentral ng Pilipina s (BSP) . I n Augus t 1997 , C A R D 

assumed a  bigger role in Philippine microfinanc e industry when it transformed an d establishe d 

CARD Ban k a s a  forma l financia l institution . It wa s i s a  big step for the institutio n which i s 
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highly drive n and encourage d b y it s overarchin g mission of "empowering " the poo r throug h 

provision of responsive microfinance products and services to its target clientele in a sustainable 

manner. C A R D Ban k Inc . ha s 1 2 ban k branche s an d 6 1 bankin g uni t office s an d mor e tha n 

70,000 clients . Through the year s o f operations , simplificatio n o f operationa l procedure s an d 

paper requirement s wer e implemente d fo r efficienc y i n shiftin g servic e deliver y fro m grou p 

solidarity to individual liabilit y scheme. This step was a result of the study to find  out th e causes 

of repayment problem s and client resignations. Hence , this study aims to discove r new features 

of produc t tha t wil l provid e continuous cas h flo w t o clients , thereby sustainin g thei r busines s 

opportunities and growth for higher return. 

The majo r objectiv e of C A RD i s to motivate low income families in resisting starvation. 

In relatio n to thi s these individuals who lack collateral, employment ,  and their stead y trac k of 

negative credi t history who cannot eve n be qualifie d fo r the most minimum traditional credit of 

other microcredi t and microfinance institutions are give n access t o financial  service s in C A R D 

Those financia l service s hel p poo r familie s to improv e their regula r meal s eac h da y an d hel p 

them gradually mov e on in building up their entrepreneurs to eventually attain higher income for 

the families . I n addition , with thei r acces s t o microfinanc e services , they hav e capabilitie s to 

send thei r childre n to schoo l an d improv e thei r home s wit h concret e materials . On e o f th e 

financial service s being developed is the SIPA G loa n which was pilot tested in Novembe r 2004, 

to approximately 450 advanced clients called graduates . The new SIPA G Loa n i s designed only 

for ol d members wh o stayed fo r 3  years, technicall y known as graduate members. SIPA G loan 

was conceptualize d as th e entr y poin t o f C A R D Ban k advance d client s to a  higher amoun t o f 

loan required in their growing enterprises. Th e pilot stage ran up to two years of operations wit h 

an average loa n amount o f P60,000 with around P10,000 in savings. Late r this product was also 

pilot tested to a  number o f clients who were no t par t o f center membership . Portfoli o A t Risk 

(PAR) o f SIPA G flew  hig h when mixe d wit h non-cente r members . Som e member s an d non-

members, eve n wit h interestin g feature s o f SIPA G misinterprete d th e produc t design . 

Misinterpretations create d negativ e impact s t o clien t performanc e a s th e result s o f strande d 

growth (o f some clients) . Th e matte r wa s reporte d t o th e Boar d o f Directors during regular 

monthly meetings where an agreement with management wa s reached for SIPA G to be offered to 

graduates member s only . C A R D use d th e finding s a s th e mos t importan t too l t o improv e the 

portfolio. T o restore the graduatio n importance , portfoli o is converted int o dual-base d pricing . 
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The newly established loan offers two financial services , SIPA G ter m loan and SIPA G flex  loan . 

SIPAG ter m loa n offers maximu m amount o f PhP 100,00 0 wit h 4 % servic e fee . SIPA G Fle x 

Loan ha s o r ca n be twic e the amoun t o f loan saving but th e maximu m amount i s PhP 50,00 0 

with only 2% service fee charge . SIPA G flex  loa n and term loan have weekly amortization. For 

every loan added, th e clien t must pay the additiona l weekl y amortizations9. The graduates wil l 

be given th e option to attend a  center meetin g once a  month only 1 0. Graduate s ar e perceived to 

be models fo r the client s to sta y wit h the progra m an d le t them b e trained o n credi t discipline. 

The produc t new  desig n i s establishe d t o encourag e an d motivat e mor e client s t o acces s th e 

financial service s and enable them t o enhance their small entrepreneurships . 

5.1.2 CAR D Mutually Reinforcing Institutions 

In orde r t o reinforc e CARD' s socia l mission 
C A R D M  U T U A L L Y R E I N F O R C I N G I N S T I T U T I O N S 

of povert y alleviatio n and t o respon d t o th e 

evolving an d growin g need s o f it s clients , 

C A R D ha s s o fa r establishe d th e followin g 

C A R D Mutuall y Reinforcin g Institutions , i n 

addition t o C A R D NGO ; the C A R D Ban k 

(1997); the C A R D M B A (1999) ; the C A R D -

MRI Developmen t Institut e (CMDI ) (2005) ; 

and recently , th e C A R D Busines s 

Development Services or CARD-BDS . 

5.1.3 CAR D NGO . C A R D NG O i s fully implementin g the A S A (Associatio n for Socia l 

Advancement) methodolog y o f Banglades h fo r th e mos t efficien t deliver y o f microfinanc e 

services. Outreach as of Apri l 2007 , wa s 226,750 landless poor women, in the hands of whom 

USD17.9M (Php823.7MM ) remaine d outstanding . It s portfoli o qualit y has remaine d excellen t 

thus far, with repayment rat e of 98 percen t an d portfolio-at-risk at less than 5 percent. 

9 Weekl y repayment o f loans during center meeting . 
1 0 Cente r meetings ar e conducted weekly , any day in working days or once a week. 
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5.1.4 CAR D Bank , A  Microfinance-oriente d Rura l Bank . C A R D Ban k ha s 1 2 

branches an d 61 unit offices locate d in the are a o f San Pablo City in Laguna, Quezon, Masbate 

City, Marinduque , Las Pinas Cit y an d La Trinidad i n Benguet A s of April 2007 , C A R D Ban k 

was servin g more tha n 70,04 2 clients . Its loa n portfolio amounted t o USD7.5 M (Php345.3M), 

while it s saving s balanc e wa s value d a t mor e tha n USD7.9 M (Php365.9M) . Repaymen t rat e 

remained high at 97 percent . 

5.1.5 CAR D Mutua l Benefi t Association . C A R D M B A provide s lif e insurance , loa n 

redemption an d providen t fund/retiremen t saving s service s t o members/client s o f both C A R D 

Bank an d C A R D NGO . Bein g wholl y owne d b y th e clients , the seve n member s o f Board o f 

Trustees ar e femal e clients/member s o f the association . As of April 2007 , C A R D M B A ' s tota l 

assets were valued at more than USD10.5M (PhP486.7M) . 

5.1.6 CARD-MR I Developmen t Institute (CMDI) . CMD I i s responsible fo r training 

CARD-MRI staff . I t offer s non-financia l service s t o loca l an d internationa l externa l client s 

(NGOs, POs, donors, individuals), in the form of training, workshops and exposure programs . 

5.1.7 CAR D Busines s Development Services . Th e CARD-BD S wa s establishe d a s a 

result o f CARD' s growin g recognition of the fac t tha t the entrepreneuria l poo r need mor e tha n 

capital to grow their businesses. Afte r attainin g commercial-leve l status because of the financia l 

services they ha d gaine d acces s to , the poo r nee d non-financia l services t o full y develo p thei r 

businesses an d marketing . 
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5.2 Objectiv e and Goals of Study Project 

C A R D Ban k i s committe d t o avoidin g a  missio n drif t whil e equall y committe d t o 

employing a  commercia l approac h t o it s microfinanc e operations . Empowerin g th e poor , 

particularly women thru upholding the cor e values of competence, cultur e of excellence, famil y 

spirit, stewardshi p an d simplicit y i s CARD' s steadfas t goa l .  Hence i t i s committed to a  long -

term strateg y tha t wil l brin g th e socio-economi c empowermen t o f it s client s throug h th e 

provision of microfinance products and services in a sustainable manner 11. 

The projec t goa l i s t o hel p th e client s i n smoothin g thei r incom e throug h continuou s 

productive investment , an d eventuall y increas e clien t retentio n rat e toward s operationa l an d 

financial efficienc y o f C A RD Bank . Th e new credit line wil l enabl e th e client s to acces s loan 

window in time of cash need such as emergencies , calamity , as wel l a s business fo r them not to 

have resort t o multiple borrowing. They will b e able to run their business continuousl y and take 

advantage of the opportunities for seasonal income generating activities . Also , clients will avoi d 

dipping from thei r business capita l by the availin g propose d credi t line even for non-enterpris e 

expenses. 

The introductio n o f th e propose d projec t als o aim s a t establishin g C A R D Ban k competitiv e 

advantage i n providing responsive service s an d product s t o clients . Eventuall y this projec t i s 

expecting clien t satisfactio n tha t wil l maintai n higher clien t retention an d expande d outreach . 

The propose d produc t i s envisione d to provid e bette r service s a t lowe r operationa l cos t an d 

higher return for C A RD Bank. 

The stud y projec t wa s create d t o loo k forward , implement , and reac h th e followin g goal s an d 

objectives: 

Goal: 

To increas e the operational and financial  efficienc y o f C A RD Ban k San Pablo Branch 

Objectives: 

1) T o provide advanced clients with continued financial service s 

2) T o increase client retention rate of the branch 

3) T o desig n a  flexibl e loa n produc t base d o n th e resul t o f pilo t tes t an d recommen d t o 

management fo r institutional roll-out 

1 1 Alip , J.A. , 2002 . Commercialization of Microfinance: Cas e Study of C A RD Rura l Ban k 
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Activities: 

1) Selecte d microfinanc e client s have been provided with financial services accordin g to thei r 

needs. 

2) Conducte d assessment of the financial  service s provided for the selecte d clients . 

3) Identifie d th e specifi c design an d terms of the financia l services an d products tha t can hel p 

the clients to continuously gain economic benefits . 

4) Assessmen t o f the produc t performanc e durin g the pilo t phase to refin e th e syste m fo r th e 

final desig n to be recommended t o the Boar d of Directors for final  roll-out . 

5.3 Logi c Mode l 

The project inpu t wil l b e an open credi t line with new features based o n clients' demands 

which wil l b e give n t o selecte d client s durin g a  pilo t tes t period . Afte r th e pilo t test , th e 

prototype produc t wil l b e refine d int o a  final  product . Afte r which , recommendation fo r final 

roll-out will be presented to the management. 
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The program wil l undertake assessment of the financia l services provide d to the selecte d 

clients o f C A R D Ban k t o determin e th e ga p o f financia l service s an d t o desig n th e product/ s 

responsive t o thei r needs . Ther e wil l b e a  pilo t provision of the financia l product s i n time o f 

need fo r th e selecte d client s t o enabl e them t o mee t thei r need s fo r th e continuou s growt h o f 

their enterprises and to finance thei r family necessities base d o n their cash flow  requirement . 

6. Projec t Implementatio n 
The project starte d in September 2006 , when coordination was done with the Sa n 

Pablo Branch staff and the supervisin g Regional Head. Th e branch staf f particularly the Branch 

Manager an d the Accoun t Officers identifie d the client s by random samplin g to b e interviewe d 

during the focuse d grou p discussion . Th e client s identified were thos e who have been with the 

program fo r mor e tha n thre e years . The y ar e client s whos e loa n amount s ar e noticeabl y 

increasing and their enterprises and income generatin g activitie s are growing . Afte r the focuse d 

discussion wit h the selecte d clients , SIPA G loa n desig n wer e formulated . Th e nex t procedur e 

undertaken wa s t o wor k wit h th e Informatio n Technolog y (IT ) staf f o f C A R D Bank . Ne w 

product desig n require s adjustment/additiona l module s i n th e parameter s o f th e on-goin g 

Ebanker syste m o n Saving s an d Loan s accoun t management . Th e I T Manage r ha s t o mak e a 

new formula for the weekly amortization. Thi s took some time before i t was finalized. 

While th e projec t wa s i n th e proces s o f coordinatin g wit h th e I T Manager , tw o 

consecutive stron g typhoon s hi t th e are a o f C A R D Ba n operation . Man y of the client s wer e 

greatly affecte d becaus e the y eithe r los t o r experience d grea t damag e i n thei r house s o r 

livelihood activities . I n thi s situation , C A R D Ban k managemen t responde d b y approvin g 

provision calamit y loa n t o thos e wh o hav e been affecte d b y th e typhoon . I n additio n t o th e 

calamity loan , th e ne w financial  produc t (SIPA G loa n whic h i s i n the pilo t stage ) evolve d in 

response to the immediat e need s of families affecte d b y natural disasters . Th e guidelines o f the 

new products wer e als o formulated wit h the technica l assistant from the IN G throug h the visi t of 

Mr. Marce l Derkse n in the Sa n Pablo Branch. H e was very helpful i n making a deeper analysis 

of th e produc t desig n t o suppor t clients ' need s fo r continuou s financial  suppor t i n thei r 

enterprises. Also , with the abl e suppor t o f the Regiona l Head of C A RD Ban k Laguna area, Ms. 
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Glenda Magpanta y th e new  produc t desig n wa s finalize d an d submitte d t o th e E X C O M 

committee of C A RD MR I whic h was accordingly approved for the pilot test. 

6.1 Operation s Structures: Graduation from Sikap to Sipag 

Graduation aims to motivate excellent members who have proven strong credit discipline 

and worthiness by giving them more access to financial resources . Typicall y a  C A RD membe r 

is responsibl e for attending cente r meeting s onc e a  week based o n the regula r center meetin g 

schedule o f the program. Instead, th e graduatio n scheme cente r meeting s wil l b e optional for 

them, an d onl y onc e o r twic e a  mont h base d o n availability . I t i s favorabl e t o al l C A R D 

members becaus e the y ca n use/spen d cente r meetin g tim e fo r hands-o n businesse s 

management. Anothe r structure i s to make opportunities to Sikap (regular loan offered to new 

clients up to 3 r d yea r o f membership) graduate s to expan d their business and/o r develo p new 

and viable enterprises a s well as employment for al l areas of covered by C A RD MRI , ensurin g 

provision of high quality service and responsive products to C A R D value d clients in this way. 

One o f the primary objectives of graduation from Sika p is to expand and recruit new members 

as a  means o f poverty reduction of C A RD MRI , hence , CARD' s targe t is to reach 1  million 

members ar e the yea r en d of 2009. Lastly graduatio n i s designed to establis h Business Clubs 

among graduates for updating, exposures, training and business development , networkin g and 

linkage building. 

6.2. Eligibilit y Criteria 

There are eligibility criteria to qualify members a s graduates. Th e member must have an 

ongoing successfu l busines s wher e 100 % on-hand management i s involved. Consistentl y the 

member must achieve a 100% repayment rate and at least 90% attendance rate during the las t 

3 year s o f membership . A t leas t Ph P 30,00 0 loa n amoun t ha s availe d withi n 3  year s o f 

membership. I n addition , sh e ha s maintaine d a  saving s balanc e and/o r stockholding s 

equivalent to 20% of the loan outstanding and demonstrates a  willin g to save continuously to 

build-up thei r asset s as the y continu e doin g their businesses . Ther e mus t b e n o delinquen t 

loans i n othe r lending/bankin g institutions ; th e clien t mus t b e 2 1 t o 6 5 year s ol d an d 

physically fit to manage business . 
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6.3 Lendin g Scheme for Graduates 

SIPAG loa n shal l b e awarde d a s a  credi t line/revolvin g lin e o f credi t base d o n 

member's trac k record . Th e credi t lin e o r revolvin g lin e o f credi t shal l b e reevaluate d 

annually depending on the business cycle of the graduated members . A graduate membe r can 

make a  maximu m of 5  drawdown s a  yea r dependin g o n he r need s an d provide d that th e 

awarded credi t line has no t been full y drawn . During the drawdown , the membe r mus t fill -

out an application form. Th e SIPA G Accoun t Officer check s the applicatio n form, an d then 

submits it t o the Branch Manager for recommendations an d release o f drawdown. The same 

Account Office r prepare s ne w PN and amortization schedules. Th e loan is release b y teller 

via A T M bu t instance s Branc h Manager i s unavailabl e th e drawdow n shal l b e release d 

subject to confirmation by B . M. durin g the recalling of transactions . 

6.4 Interes t Rate and Fees 

The interes t shal l b e 24 % pe r annu m fo r th e first  yea r o f graduatio n plu s 4 % 

service fees pe r drawdown. However, the interes t rat e shal l be gradually reduced dependin g 

on the performance o f graduates based on the following : 

- Fo r graduate s wh o increase d th e credi t i n th e secon d yea r an d maintaine d 100% 

repayment rate with no late payments for 1  year, the interest rate shall be 23% per annu m 

plus 4% service fee per drawdown. 

- Fo r graduat e member s wh o increase d th e credi t lin e i n the thir d yea r an d maintaine d 

100%) repayment rate with no late payments fo r 1  year, the interes t rate shall be 22% per 

annum plus 4% service fee per drawdown. 

- Fo r graduate member s wh o increase d th e credi t lin e i n the fourt h yea r an d maintained 

100%) repayment rate with no late payments fo r each of the 3  years, the interes t rate shall 

be 21%o pe r annum plus 4% service fee per drawdown. 

- Fo r graduate s wh o increase d th e credi t lin e o n th e fifth  yea r an d maintaine d 100 % 

repayment rate with no late payments fo r each of the years, the interes t rate shall be 20%) 

per annum plus 4%> service fee per drawdown. 

-For graduat e member s who maintained or reduced credit line during any of the years shal l 

continue to pay 24% per annum and 4% service fee per drawdown. 
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6.5 Collectio n Procedures 

Payment o f amortization shall be weekly. There wil l b e the followin g option s in paying their 

amortizations: throug h aut o debi t arrangemen t wher e the y ca n deposi t int o thei r accoun t 

anytime. Th e loa n paymen t pe r wee k ca n b e debite d a s covere d b y th e aut o debi t 

arrangement, throug h bringing the amortization due (cash) to the bank branch. 

6.5.1 Saving s Component 

SIPAG borrower s shal l continu e t o deposi t a  minimum of FORT Y PESO S pe r 

week to be deposited on time for paying loan amortization. 

- Upo n graduation , th e cente r fun d mus t b e transferre d t o SIPA G b y issuin g a 

passbook carryin g the total balance o f the fund . Subsequently al l new compulsory 

deposits shal l be recorded in this account . 

- Th e savings can be withdrawn provided that at leas t 20 % of the outstandin g loan 

shall be maintained at all times. 

- O n a voluntary basis , SIPA G client s ca n als o maintai n deposit s usin g the othe r 

products o f th e bank , suc h a s kayang-kaya , Tiwala , Tagumpa y an d checkin g 

account. 

6.5.2 Membershi p with MB A 

Sikap graduates wil l continu e thei r membershi p an d receive appropriat e benefit s 

from C A R D - M B A . 

- Paymen t of premium to M B A mus t be done through any of the followin g options : 

quarterly amountin g P125.00 ; semi-annuall y annuall y P  250.00 ; annuall y 

amounting to P 500.00. 

- I f member ar e no t plannin g to borro w withi n th e nex t month , they mus t ensur e 

that ther M BA du e has been paid accordingly. 

- However , i f the y woul d lik e t o terminat e membership , M B A ' s rule s an d 

regulations wil l prevail in processing their termination of membership. 

6.5.3 Computatio n of Loan Proceed per Drawdown 

The following shal l be deducted fro m loan amount upo n disbursement: servic e fe e 

of 4 % an d loa n redemptio n fe e o f 1.5% . Hence , i f a  membe r ha s a n approve d loa n o f 
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Php50,000 fo r 6  months , he r loa n procee d shal l be : tota l loa n amoun t P  50,000 , less 4 % 

service fe e Php2,000 , less 1.5 % LR F P  75 0 equaling Net Proceed Php47,250. The interes t 

amounting t o P  6,00 0 shal l b e adde d t o th e loa n amoun t whic h wil l brin g the tota l loa n 

obligation to P  56,000 . This wil l resul t i n P 2,240.00 a s weekly amortization plus weekl y 

savings of P40 an d P20 M BA contribution ; thus, the tota l weekly amount du e is Php2,400. 

If the savings balance requirements o f 20% o f loans outstanding is insufficient at the time of 

loan disbursement, the SIPA G borrowe r has to be deposit the insufficien t amount to comply 

with th e 20 % required balanc e befor e th e loa n ca n be disbursed . For every withdrawal , a 

consolidated loan amortization schedule shall be prepared to replace the previous one. 

6.4.4 Caseloa d of SIPAG Account Office r 

A n accoun t officer mus t have at least 250 borrowers or active clients with loans, wit h 

an averag e loa n outstandin g o f not les s tha n P  5  millio n an d wit h a n estimate d averag e 

savings balanc e o f no t les s tha n P  1,000,00 0 o r equivalen t t o no t les s tha n 20 % o f th e 

targeted loa n outstanding. 

6.4.5 Qualificatio n o f SIPAG Account Officer : 

For th e implementatio n o f th e projec t Accoun t Office r (A.O. ) i s accountabl e fo r 

handling responsibilities , the account s o f members, an d financia l obligation s in the cente r 

where he/she is assigned. The qualification fo r an accoun t officer i s set as follows : (1 ) must 

be wit h C A R D fo r a t leas t 5  year s wit h consisten t satisfactor y performance ; (2 ) ha s 

demonstrated stron g commitmen t an d dedicatio n as show n in her/his regula r performanc e 

evaluation outputs ; (3 ) has hig h motivationa l skills a s proven by his/her outputs (les s drop-

outs, hig h paymen t rates , positiv e feedback s fro m clients) ; (4 ) willingnes s t o handl e 

individual clients by herself/himself; (5) willingness to be assigned in other branches or areas 

where he o r she can help in training other staff ; (6 ) has experience d problematic or critica l 

situation in handling members and clients 
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7. Monitorin g and Evaluation 
7.1. Hypothesis 

• Microfinanc e clients will need flexible  loan s to help them grow and expand 

• Effectiv e financial  service s wil l hel p th e poo r t o dea l wit h vulnerabilit y and gradually 

lead them out of poverty 

• Advance d micro-businesse s wil l generat e employmen t an d increas e loca l economi c 

activities towards poverty reduction 

7.2 Indicator s 

• Numbe r of clients with expanding and growing business 

• Percentag e o f change in clients' asset based 

• Percentag e o f change in branch client retention 

• Percentag e o f change of staff efficienc y 

• Percentag e o f change of branch operational and financial  efficienc y 

7.3 Provisio n o f Sipag Loan to Selected Clients 

Table 3  an d 4  lis t member s havin g SIPA G Fle x loa n an d SIPA G Ter m loa n wit h th e 

corresponding loan amount eac h member. Fro m the table , total amount releas e i s Phpl,988,000 

to the principal balance of Php 1,650,270 o f SIPAG flex  an d term loan. The total 59 members ar e 

comprised o f 23 member s wit h SIPA G Fle x loa n and 3 6 member s o f SIPA G Ter m loan. The 

highest loa n amoun t release d i s Ph p 100,00 0 unde r SIPA G Ter m loan . Th e mos t distinc t 

characteristic of each member ar e microbusiness which loa n served as eithe r start-up capital or 

business expansio n purposes . Furthermor e th e tw o table s sho w th e significan t rol e o f th e 

microfinance marke t t o th e livelihoo d o f members , althoug h loa n amount s var y an d sho w 

significance difference i f compared. The loan amount released on the other hand, is based on the 

set o f criteria of C A R D Ban k an d qualificatio n of members themselve s itsel f a s wel l a s thei r 

business qualit y and capability to the market . For instance , i f C A RD members i n previous loan 

amounts ca n borrow PhP 10,000 , th e amoun t wil l be double d in the SIPA G loan . In addition, 

almost o f C A R D member s ha d see n resourcefulnes s an d creativenes s t o develo p an d mor e 

improved their own business, whic h is technically known as micro-small entrepreneurs . 
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7.4 Potentia l Graduates Members a s of May 200 7 

Based on the current C A R D Ban k client s baseline dat a a s of May 2007, ther e are 4,965 

qualified to become graduate s (refer to appendix 5) usin g the criteria set forth in the program. 

These ar e the initia l targe t o f the new product desig n t o be give n the benefit s fo r being 

graduates whe n th e roll-out stag e begins . Additiona l qualifie d client s wil l b e adde d i n th e 

succeeding yea r by the time the pilot tes t wil l b e completed. Ban k operatio n wil l continu e to 

expand its clients as the clients transfer t o graduates status new clients will be replenished to th e 

operations. Graduate s wil l b e the mentors fo r the new clients for them t o be encouraged in 

becoming diligen t and strive fo r the growth o f their enterprise s an d eventually lea d the m to 

accumulate savings and other forms of assets. 

7.5 Sa n Pablo Branch Operations: September 2006 - Ma y 2007 

San Pabl o Branch is the pilot branch of the ne w SIPA G loa n design. Fro m the start of the 

project i n September 2006 , its number o f clients grew by 31%, total savings increased by 46%, 

while increase i n loan portfolio is not yet as significant as May 2007 .  According to experience, 

loan portfolio grew significantly fro m the start of the third quarter o f the year. I t is also expected 

that i n the future loa n portfolio growth can be enhanced whe n the loan desig n wil l b e more 

flexible. SIPA G ter m loan to be partnered wit h the SIPAG Fle x loa n to be used to augment the 

portfolio growth of the operation not only in San Pablo, but in the over all C A R D Ban k operation 

when the product has been rolled over. The operations data of San Pabl o Branch as of May 200 7 

is in appendix 6. 
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7. 6 Expected Outcomes 

Table 5: Products and outputs as an expected outcom e 

Short-Term Medium Term Long-Term 
Awareness of the nature of 
needs of clients for the kind of 
financial service s that can help 
them avoid bankruptcy and 
lessen their risk of becoming 
heavily indebted. 

C A R D Ban k will offe r 
responsive financial  product s 
to al l clients (roll-out of new 
product design ) 

Increase clients data base 
through quality services 

C A R D Ban k management i s 
motivated towards providing 
new financial  products to 
answer the needs of th e 
clients. 

Clients patronize the over-all 
financial service s of C A R D 
Bank, Inc. 

Clients' loyalt y to C A R D 
Bank is improved 

C A R D Ban k staffs ar e 
motivated and give better 
services to clients. 

Clients are protected from 
informal money lenders . 

Increase of number of 
successful micro-
entrepreneurs financed by 
C A R D Ban k Inc. 
Improve financial  efficiency 
of C A R D Ban k operation. 
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CARD Bank Inc . ( A Microfinance Oriented Rural Bank)  
IMPROVING CAR D BAN K OPERATIONA L EFFICIENC Y 

THROUGH PROVISIO N OF NEED BASED FINANCIAL SERVICES TO CLIENTS 

INPUTS 

Cleints 

resorted to 

multiple 

borrowings 

mostly to 

informal 

money 

lenders and 

pay 

exorbitant 

loan interest 

What we invest 

Human Resource s 
• Cente r Member s 
• Othe r client s 
• Prospectiv e 

Clients 
• Staf f and 

Management 
• Boar d of 

Directors and 
Stockholders 

• Investor s and 
Funders o r 
Creditors 

Financial Resource s 
• Loa n Fund 
• Operatin g Fund 
• Paid-U p Capital 
Other Resource s 
• Building s 
• Equipment s 
• Technolog y 

OUTPUTS 
ACTIVITIES PARTICIPATIO N 

What we Do 

Conduct 
clients 
workshops an d 
meetings to 
identify needs 
for financia l 
services 

Assess th e 
design and 
sufficiency o f 
current 
financial 
services 

Design and 
introduce ne w 
financial 
products base d 
on client s 
demands and 
needs 

Monitor and 
Evaluate th e 
effect o f 
financial 
services t o 
clients 

Who we Reach 

Existing Clients & 
Prospective Clients 

• Cente r Member s 
• Smal l an d 

Medium scal e 
Entrepreneurs 

• Civi c 
Organizations 

• Club s and 
Associations 

• Busines s Office s 
• NGO s and PVO s 
• Publi c & Private 

School 
• Churc h 

Organizations 
• Privat e 

Individuals 

OUTCOMES - IMPAC T 
SHORT-
T E R M 
Short term 
Results 

C A R D Ban k 
has designe d 
financial 
products 
that are 
appropriate 
to the needs 
of th e 
clients 

C A R D Ban k 
has 
established 
good client s 
relations 

More 
Clients 
access 
C A R D Ban k 
financial 
services 

Trained staf f 
provides 
quality 
services t o 
clients 

Developed 
clear and 
realistic 
bank 
operational 
plan  

MEDIUM 
T E R M 
Medium Term 
Results 

Developed 
financial 
products tha t 
serve the 
needs of th e 
clients on time 

Clients stick to 
C A R D Ban k 
services an d 
avoid 
borrowing 
from informa l 
money lender s 

C A R D Ban k 
Staff wit h 
increased sel f 
confidence 
and positive 
attitude 
towards th e 
job/of high 
morale 

LONG 
T E R M 
Long Term 
Results 

Increased 
number o f 
successful 
Small and 
Medium scal e 
Entrepreneurs 
financed b y 
C A R D Ban k 

Improved 
family 
income of 
Bank client s 

Improved 
Financial 
Efficiency o f 
C A R D Ban k 
operation 
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