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EXECUTIVE SUMMARY 
 
Through directed technical assistance, training, and limited commodity support to a minimum of 
20 rural or cooperative rural banks, the MABS-M program is intended to bring about a sizable 
expansion of banking services–both loans and deposits–to microenterprises and other groups at 
lower socio-economic levels in Mindanao. 
 
This document serves as the Program’s second Quarterly Performance Report, covering the 
period April 1 through June 30, 1998. It also describes work planned for the coming quarter. 
Significant changes occurred during the second quarter; namely, the removal of the MABS-M 
Chief of Party due to management and leadership concerns.  While a new COP is identified and 
approved, Lief Doerring has been made acting COP.  MABS-M is now making good progress, 
and is firmly back on track. Accomplishments and activities during the reporting period include: 
 

 In conjunction with the replacement of the COP, the MABS-M first year workplan was 
revised (attached here in Annex A).  These revisions adjusted the pace, timing, content, 
and chronology of MABS activities.  The revised workplan was approved by the 
ManCom on June 23, 1998. 

 
 Pilot bank screening and selection has been completed.  Five banks–RB Santa Tomas, 

RB Sarangani, RB Digos, RB Tagum, and the Davao Cooperative Bank–have been 
selected as candidate rural banks.  The selection process and candidate banks were 
approved by the ManCom on June 23, 1998. 

 
 A candidate for the position of project accountant, Zacharias Catulong, was screened in 

the first quarter and began work on April 1, 1998.  At the end of June, he finished his 
probationary period and is now officially a long-term MABS-M employee.  In 
conjunction with his selection, Marites Junio, from Chemonics’ accounting department, 
was fielded for two weeks to train Mr. Catulong in Chemonics accounting software. 

 
 Local long-term professional, Ed de Castro, MABS-M banking operations and training 

specialist, began work on April 1, 1998, as budgeted in Chemonics’ original proposal.  
He finished his probationary period at the end of June and is now officially a long-term 
MABS-M employee. 

 
 A candidate for the long-term local MIS position on the MABS-M team was screened 

and selected.  Mr. Anthony Petalcorin received technical approval by USAID on June 29, 
1998, and will begin work on July 20, 1998. 

 
 The numerous reports due in Quarter 2 under the original workplan have been modified, 

completed, or postponed to fit into the revised workplan: 
 

1. The Microenterprise Sector study was divided into two parts: a background study 
using secondary sources (already submitted to USAID and the Mancom), and a 
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municipality level survey and analysis, subcontracted to survey research firm, 
Trends.  As more banks are selected, we will continually add data to this study. 

 
2. The Rural Bank Survey was initially completed in Quarter 2, but not submitted 

due to poor quality.  The MABS-M team has subsequently gathered data from 15 
banks as part of the selection process. A short-term consultant will be hired 
during Quarter three to expand this data to banks beyond Regions X and XI, and 
to submit a report during Quarter 3. 

 
3. The Familiarization Study was reduced to a “brief.”  It has been submitted to 

USAID for comment.  We will finalize this brief in Quarter 3. 
 

4. For the Funding Sources study, there was a discrepancy between the original first 
year workplan and the life of project (LOP) workplan.  The revised workplan is 
now in line with the LOP, and the Funding Sources study is now due 12/98. 

 
5. As originally submitted by the consultant, the MIS study was incomplete.  

Chemonics home office is currently working with the consultant to complete the 
report.  Though late, this report will be finished in July 1998. 

 
For the Third Quarter, MABS-M will: 
 

 Conduct and complete institutional assessments of all 5 candidate pilot banks; 
 

 Develop, negotiate, solicit ManCom approval for, and sign Participant Bank Agreements 
with all selected pilot banks; 

 
 Design a comprehensive training plan for participating banks and for the Mindanao rural 

banking community at large. Deliver training on loan pricing and cash-flow lending; 
 

 Complete briefs and studies on the rural bank regulatory framework, deposit mobilization 
policy, the extent to which microfinance is already practiced among rural banks in 
Mindanao, and MIS in rural banks; 

 
 Begin development of a monitoring and evalution system; 

 
 Conduct and complete a market survey in each candidate bank municipality; 

 
 Identify, and ideally field, a new Chief of Party. 
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I. Contractor’s Report 
 
A1. Background 
 

The Microenterprise Access to Banking Services in Mindanao (MABS-M) program is a 
USAID-financed effort jointly implemented by the Rural Bankers Association of the Philippines 
(R-BAP), the Rural Bankers Research and Development Foundation Incorporated (RBRDFI), 
and the Office of the Presidential Assistant for Mindanao (OP-MIN).  Technical assistance, 
training, and program management are provided by Chemonics International, a firm contracted 
by USAID. The MABS-M program is one of the principal elements of USAID/Philippines’ 
efforts to accelerate the economic transformation of Mindanao through expanded participation of 
Mindanao’s lower income groups in more productive activities. 
 

MABS-M is directed at bringing about a sizable expansion of banking services–both 
loans and deposits–to microenterprises and other groups at lower socio-economic levels in 
Mindanao.  Through MABS-M efforts, a minimum of 20 rural and community rural banks will 
be encouraged and assisted to significantly increase the services they provide to the 
microenterprise sector. It is intended that these efforts will demonstrate to participating banks 
that it can be sensible and profitable to offer services to the microenterprise sector as a regular 
part of their portfolios.  In turn, it is expected that the successful example of participating banks 
will encourage all banks to look seriously at servicing the microenterprise market. 
 

MABS-M oversight. MABS-M receives overall program guidance from a Steering 
Committee, composed of the Executive Director of the RBRDFI, a USAID representative, the 
RBAP President, the President of the Federation of Mindanao Rural Banks, and the Presidential 
Assistant for Mindanao.  This committee identifies focal areas for program coverage and 
formulates and concurs with major policies that guide the MABS-M program.  Additionally, 
MABS-M receives guidance and support on implementation matters from a Management 
Committee. This committee is comprised of the Executive Director of the RBRDFI, a 
representative from OP-MIN, and the USAID Cognizant Technical Officer (CTO). The 
Management Committee approves all expenditures from the $2 million MABS-M Special 
Activities Fund (SAF), which is used to facilitate the implementation of the activities to be 
carried out under MABS-M, including special studies, training, commodity and technical 
support, incentive schemes, and procuring services of organizations or individuals needed to 
carry out specialized tasks. 
 

The MABS-M program got underway in January 1998, and is expected to have a life of 
four years, with the option to extend the program for an additional two years. It is a cost-plus-
fixed-fee (CPFF) completion type contract. The estimated cost for the performance of the work 
required in the contract, exclusive of fixed fee, is $6,091,503. The fixed fee is $302,095. The 
estimated cost plus fixed fee is $6,393,598. Of that amount, $5,300,000 is currently obligated. 
The contract budget is broken down into two Contract Line Item Numbers (CLINS), one for 
Expanding Access to Banking Services ($4,393,598) and the other for the Special Activities 
Fund ($2,000,000). 
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A2. Expected Results 
 

 A minimum of 20 rural banks and/or community rural banks spread throughout 
Mindanao will receive MABS-M assistance. 

 
The MABS-M program will assist these banks to: 

 
 Expand their portfolios to include at least 500 new microenterprise loans each, 

with a total of at least 8,000 new borrowers among all participating banks. 
 

 Enroll 1000 new microenterprise depositors, with at least 15,000 new depositors 
among all participating banks. 

 
As a measure of sustainability and impact beyond the life of the MABS-M program: 

 
  At least half of the participating banks will have decided to make microenterprise 

services a continuing and significant part of their portfolios, and will have taken 
the steps required to properly and profitably service the microenterprise market.  

 
A3. Current Core Activities: MABS-M Activity 
 

Per the revised workplan, the contractor will be responsible for assuring that these major 
components are addressed: 
 

1. Institutional Strengthening 
2. Training 
3. SAF Initiatives 
4. Monitoring and Evaluation 
5. RBRDFI 
6. Project Management 

 
1. Institutional Strengthening 
 

This component of MABS-M incorporates Participating Bank (PB) activities including 
but not limited to PB selection, diagnostic evaluations, organizational and human resource 
development, systems development and installation, loan product development, preparation of 
manuals, and marketing. 
 
Subtasks completed in Quarter 2: 
 

Task 1: Field work to select PB pilot banks. Beginning with selection criteria pre-
approved by the ManCom, pilot bank selection was completed in late June. The banks were 
screened through the following process: 
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 MABS-M created a comprehensive list of the approximately 140 rural banks in 
Mindanao. 

 
 All banks outside a 3 hour driving radius of Davao city were omitted from consideration 

in the pilot phase.  This reduced the number of potential banks to 49. 
 

 The MABS-M team consulted the Central Bank (BSP) to establish which banks were in 
good standing.  This reduced the number of potential banks to 23. 

 
 Two banks–Network Bank and RB Panabo–were omitted from consideration due to 

conflict of interest.  Alex Buenaventura, a member of the MABS-M management 
committee manages Network Bank and owns part of RB Panabo.  This reduced our 
potential banks to 21. 

 
 The MABS technical team visited all 21 banks.  One bank, RB Matalam, was omitted as 

it is 49% owned by Network Bank.  Six banks were not interested in MABS-M nor 
willing to share financial data.  Four banks shared data, but wanted to wait and see before 
becoming a MABS-M pilot bank.  This resulted in 9 possible candidate banks. 

 
 The financial data of each of these nine banks were analyzed by the MABS-M technical 

team.  Criteria included risk asset ratio, past due ratio, return on equity, cash assets to 
total deposits, deposits to loan ratios, market area, and MIS capabilities.  Three banks 
were omitted due mostly to liquidity concerns and their inability to contribute loan 
capital to the MABS-M effort.  This resulted in our shortlist of six candidate pilot banks. 

 
Task 2: Agree to PB pilot group of banks; send Letters of Intent (LOIs). The six 

candidate banks were approved by the ManCom on June 25, 1998, based on the screening done 
by the MABS-M technical team.  These banks included: 
 

 RB Santa Tomas 
 RB Tagum 
 RB Sarangani 
 RB Tupi 
 RB Digos 
 Davao Cooperative Bank 

 
RB Tupi was later taken off our shortlist of candidate banks, due to their inability to 

provide us with needed 1998 financial data.  They will be considered during the roll-out phase. 
 

It was originally intended to have ManCom approval of the candidate banks followed 
immediately by Steering Committee confirmation of these banks.  However, due to the change in 
GOP administration, specifically the replacement of the Presidential Assistant for Mindanao (the 
Chairman of the Steering Committee), it was decided to move forward with the candidate bank 
institutional assessments to a point where we can present a template of the PBA to the Steering 
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Committee at its later meeting time.  This action was approved by the ManCom. 
 

Letters of Intent (LOIs). LOIs were sent to each bank in preparation for the diagnostic 
evaluations occurring in Quarter 3.  In the third quarter, we will also be conducting market 
surveys in each of the bank municipalities, developing the Participating Bank Agreements 
(PBAs), and developing the PBA work and action plans. 
 

Tasks to be completed in the next Quarter.  MABS-M plans to complete the following 
tasks under the institutional strengthening component in the next quarter: 
 

 Task One: Conduct candidate pilot bank institutional diagnostic evaluations. MABS-M 
will conduct all five institutional assessments at the beginning of the third quarter.  They 
are scheduled for completion by the end of the first week of September. 

 
 Task Two: Sign Participant Bank Agreements, develop PBA workplans.  Once 

institutional assessments are finished, MABS-M will develop, negotiate and sign PBAs 
with each of the selected banks.  The PBA template will be approved by the ManCom 
and the Steering Committee.  Individual PBAs will be approved by the ManCom.  We 
anticipate completing this activity with all banks by mid-September, with plans to 
finalize at least 3 of the 5 banks by the end of August. 

 
 Task Three: Conduct individual PB market studies. At the beginning of the third quarter, 

a local survey organization will be subcontracted to conduct a market assessment in each 
of the candidate bank municipalities.  They will conduct the survey through the end of 
August, providing comprehensive data and analysis by mid-September.  

 
2. Training 
 

Training incorporates formal course work, workshops, seminars, on-the-job training, 
internships, study tours, and other capacity-building initiatives.  Although training will be funded 
through the SAF, for purposes of planning and monitoring, the MABS-M program addresses 
training activities separately. 
 

In the revised workplan, no training activities were indicated for Quarter 2.  However, 
prior to the revision of the workplan, a MABS-M Product Development Workshop was held at 
Villa Victoria in Davao.  This workshop involved a number of rural bankers, regional Federation 
Presidents, and the MABS-M team. Two resource speakers were also involved, one from Card 
Bank and one from the Rural Bank of San Leonardo.  This training event received mixed reviews 
from participants. While greatly appreciating the resource speakers, participants’ general 
feedback was that this workshop was disorganized.  A few of the rural bankers voiced concerns 
that they could see no value added from MABS-M.  These concerns were part of the background 
context resulting in the decision made to remove the MABS-M COP. 
 
Tasks to be completed in the next quarter: 
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 Task One: Develop comprehensive training plan.  Bank training specialist, Bill 
Pendleton, will arrive in July to develop a comprehensive training plan for MABS-M.  
This plan will include specific training plans for participating banks, as well as plans for 
regional and other workshops involving the wider rural banking community in Mindanao. 

 
 Task Two: Deliver Microfinance Best Practices seminar.  With candidate pilot banks, 

MABS-M will conduct an intensive training seminar on microfinance best practices in 
anticipation of further on-the-job training in these methodologies and techniques with 
each of the pilot banks.  It is planned for this to happen in August. 

 
 Task Three: Deliver Loan Pricing Workshop.  Offered on a regional basis and open to all 

rural banks in Mindanao, MABS-M and RBRDFI will offer a workshop on loan pricing 
and its application to microfinance.  Bank managers and credit staff will be the targeted 
audience. 

 
 Task Four: Deliver formal training to PBs, including savings mobilization.  Based on the 

agreements reached in the individual PBAs, as well as the comprehensive training plan 
developed by Mr. Pendleton, MABS-M will begin delivering training and technical 
assistance to each of the pilot banks towards the end of the third quarter. 

 
3.         SAF Initiatives. 
 

SAF initiatives incorporate a variety of incentives such as procurement of equipment and 
salary support for participating banks, training, and bank-specific technical assistance.  
Individual initiatives are programmed by the MABS-M team and approved by the ManCom. 
 

Two SAF initiatives were approved by the ManCom in the second quarter: 
 

 The product development workshop, described above. 
 

 The involvement of Pedro Crisostomo (Dodong), Mindanao Technical 
Coordinator for the RBRDFI, in some of the field work conducted by the short-
term international MIS consultant. 

 
To track SAF expenditures and assure that MABS-M does not exceed the $2 million 

ceiling amount, a SAF expenditures tracker has been created.  It is current through the end of 
Quarter 2 and is included here in Annex B. 
 
Expected SAF requests in the next quarter: 
 

 Subcontract with a survey research firm to conduct the PB market surveys; 
 

 Salary and travel for Boypee Panganiban to plan and conduct the regional training 
workshops; 
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 Funds based on the PBA developed with each participating bank. 

 
Other SAF requests, as identified and approved, may occur during the Third Quarter. 
 
12. Monitoring and Evaluation. 
 

Monitoring and evaluation includes activities relating to the selection of performance 
indicators and the establishment of monitoring and evaluation systems for use by the individual 
participating banks, the MABS-M team, and the RBRDFI.  In addition, special studies, briefs, 
impact assessments, and other evaluations are includes in this component. 
 
Subtasks completed in Quarter 2: 
 

Task 1: Conduct Microenterprise Sector Study. MABS-M submitted a draft of the 
Microenterprise Sector Study to the Management Committee in June. Notably, this study is not 
what it was initially envisioned to be–a comprehensive account of the microenterprise sector in 
Mindanao.  Given the change in the COP and in light of a revised workplan, it was decided not 
to completely throw out this study, but to incorporate it into later research and survey work. It 
now serves as a background document, using secondary source material, on microenterprise 
research and findings conducted previously in the Philippines. 
 

As it is still critical to get current primary data on microenterprise practices in 
Mindanao–particularly given the ongoing financial crisis–this study will be followed by a 
microenterprise survey.  The follow-on in-depth survey will collect data from 
microentrepreneurs within candidate pilot bank municipalities and potential markets.  
The findings of this survey, to be completed in Quarter 3, will be added to the 
background microenterprise sector research already completed. 

 
Task 2: Complete Familiarization Brief. Covering USAID projects of relevance to the 

MABS-M program–both in Mindanao and at the national Philippine level–the Familiarization 
Brief will serve as a reference tool for new short-term consultants coming out to MABS-M.  The 
background research conducted to put this brief together also begins to address one of MABS-M 
contract subtasks, becoming familiar with other USAID microcredit projects and finding ways to 
collaborate.  It is already planned to begin working with C-PIP on a number of microfinance 
policy issues–most importantly, the policy restricting rural bank deposit mobilization outside of 
bank premises. The Familiarization Brief was completed in June and submitted as a draft to 
USAID in July. 
 
Tasks to be completed in the third quarter: 
 

 Task One: Determine and agree on performance indicators.  Toward the end of the third 
quarter, MABS-M will draft life of project performance indicators, both for MABS-M 
and for participating banks.  This will be an ongoing, iterative process.  These indicators 
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will be forwarded to the Management Committee for discussion, review, and approval. 
 

 Task Two: Develop/Introduce Monitoring and Evaluation Systems.  Also at the end of the 
third quarter, MABS-M will develop and introduce a comprehensive monitoring and 
evalution system to track the performance and results of participating banks and the 
MABS-M program.  It is anticipated that a short-term specialist will be brought in to 
work with our long-term MIS/M&E specialist to develop this system.  Preferably, this 
expert will be familiar with USAID’s results framework approach. 

 
 Task Three: Brief on Regulatory Framework and Microfinance Operations. In August, 

short-term consultant Bill Pendleton will review the BSP bank regulatory framework and 
its implications for rural banks and the MABS-M program.  Additionally, a local short-
term specialist will be brought in to assess the current level of microfinance operations in 
rural banks in Mindanao. 

 
5. RBRDFI. 
 

All initiatives dealing with the development and strengthening of the RBRDFI, including 
training specifically directed to this organization, will be programmed under this component.  
Under the revised workplan, targeted work with the RBRDFI will begin in November, 1998. 
 
Tasks to be completed in the third quarter: 
 

Under the revised workplan, no tasks are planned with the RBRDFI in the third quarter. 
Intensive work begins later in the fourth quarter.  However, we will be working closely with the 
RBRDFI on a number of training initiatives during quarter three.  Additionally, we may be 
accessing their MicroBanker expertise on behalf of relevant participating banks. 
 
6. Program Management. 
 

Program management takes into account meetings, project evaluations, report 
submission, visits by Chemonics’ home office staff, and other activities related to overall 
project management. It also includes the ManCom assessment of the pilot phase of 
MABS-M, whereby a decision will be made whether or not to continue the program. 

 
Task 1: Submit First Quarter Report.  The first quarter report was completed and 

submitted to USAID in April 1998. 
 

Task 2: Submit Revised Year 1 Workplan.  The MABS-M first year workplan was 
revised and then approved by the ManCom in June 1998.  It is attached here in Annex A. 
 

Task 3: Long-term Staff Hires.  Ed de Castro, banking operations and training 
specialist, and Zacharias Catulong, accountant, began work on April 1, 1998.  Both successfully 
finished their three month probationary period at the end of June and are now officially long-
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term members of the MABS-M team. 
 

Task 4: Home Office Staff Consultancies to MABS-M.  Three home office employees 
conducted work in the field on behalf of MABS-M during Quarter 2: 
 

 Lief Doerring, microfinance design and training specialist, was originally fielded 
to prepare some bank training materials for the participating banks, as well as to 
conduct an internal review of the MABS-M program.  The latter part of his SOW 
was included because of concerns about the original COP’s management, 
leadership, and technical abilities.  Based on serious weaknesses that came to 
light as part of this internal review, the original COP was removed from the 
project, and Mr. Doerring became acting COP until a new COP is identified, 
approved, and fielded. 

 
 In response to identified weaknesses in the sequencing, planning, and content of 

planned technical interventions in the original annual workplan, microfinance 
specialist Judith Beckwith was fielded for two weeks in June.  This consultancy 
was paid for out of Chemonics overhead.  Ms. Beckwith provided expert advice 
and assistance in completely revising the old workplan, assessing work done to 
date (including drafts of some of the reports due), developing short-term TORs to 
address upcoming needs, and developing tools needed to conduct the institutional 
assessments of the candidate pilot banks. 

 
 Tori Paide, MABS-M home office project administrator, was fielded for four 

weeks to finish training some of the newly hired local staff, as well as to assist in 
relieving the COP of the large administrative burden while he attended to 
numerous other deliverables.  Her assistance with day to day management and 
administration, as well as in institutionalizing Chemonics’ project management 
systems into the MABS-M field office, was invaluable during the removal of the 
former COP while Mr. Doerring assumed acting COP duties. 

 
Tasks to be completed in the third quarter: 
 

 Task One: Identification and fielding of a new COP.  In conjunction with the Chemonics’ 
home office in Washington, DC, a new COP will be identified in the third quarter.  
Ideally, this person will also be fielded in this time frame.  In the mean time, Mr. 
Doerring will serve as acting COP until a suitable replacement is fielded. 

 
 Task Two: Submit Second Quarter Performance Report.  The second quarter report will 

be submitted to USAID at the end of July. 
 
A4. Performance 
 

The following results were achieved during the second quarter: 
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 Participant bank selection criteria and procedures were approved by the 

Management and Steering Committees. 
 

 Selection criteria were applied to all banks in Mindanao, and a shortlist of 
candidates was identified. 

 
 Six candidate pilot banks were approved by the Management Committee. One 

bank was later removed from the list, due to its inability to provide MABS-M 
with needed 1998 financial information. 

 
 The annual workplan was revised and streamlined to focus on work with 

participating banks. 
 
A5. Statement of Work 
 

No circumstance has changed which would require modification in any of the elements of 
the statement of work contained in Section C of the MABS-M contract.  
 
B.  Administrative Information: 
 
Contract Data: Total Estimated Cost      $ 6,393,598 
 
CLIN #1  Total Estimated Cost     $ 4,393,598 
1. Expenditures (April 1, 1998 - June 30, 1998)*    $    271,468 
2. Cumulative Expenditures to date:      $    511,323 
3. Remaining unexpended balance:      $ 3,882,275 
 
CLIN #2  Total Estimated Cost      $ 2,000,000 
1. Expenditures (April 1, 1998 - June 30, 1998)    $        5,524 
2. Cumulative Expenditures to date:      $        5,524 
3. Remaining unexpended balance:      $ 1,994,476 
 
*May and June are invoiced amounts, not yet approved or paid by USAID. 


