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I A. Background 

1 The Microenterprise Access to Banking Services (MABS) program is a USAID-financed 
effort managed by the Rural Bankers Association of the Philippines (RBAP), MEDCO, 

i and the Office of the President. Technical assistance, training, and program management 
are provided by Chemonics Intel-national, a firm contracted by US A D .  The MABS 
program is one of the principal elements of US AID/Phi lippines' effol-ts to accelci-ate the 
economic transformation of Mindanao through expanded participation of Mindanao's 
lower income groups in more productive activities. As part of capacity development 
efforts within RBAP, the program has also been working with 8 rural banks in Luzon and 
Visayas. 

MABS is directed at bringing about a sizable expansion of banlung services-both lending 
and savings-to microenterprises and other groups at lower socio-economic levels. 
Through MABS efforts, a minimum of 100 rural banks andor bank branches will be 
assisted by MABS to significantly increase the level of services they provide to the 
microenterprise sector by September 2004. To date, the first phase of MABS efforts has 
demonstrated to participating banks and [he SUI-a1 banking community at large that i t  is 
sensible and profitable to offer services to the microenterprise sector. Virtually all of the 
participating banks have committed to making such services a significant part of their 
portfoli 0s. 

During the second phase of the MABS, program activities will focus on three main areas: 
developing and successfully installing a sustainable microfinance unit within RBAP; 

ensuring that there is virtually no "backsliding" or erosion of the quality, depth, and 
breadth of microfinance service delivery among participating banks; and increased efforts 
to assist banks to reach religious and ethnic minority clients through both new and 
existing banks. 

B. Workplan Format 

The annual workplan, covering the period January through December 2002 includes 
sections on background, activity components and expected results. In addition, as 
required in the MABS contract, this workplan contains a brief overview of results 
obtained during 2001. This overview, presented by quarter, is included in Annex A. The 
implementation plan for 200 1, modified to include a "Status" column, is included in 
Annex B. The implementation plan for 2002 is included in Annex C. Note that 
references to MABS refer to activities that Chemonics will manage along with the 
RBAP-NABS unit. 



C. Activity Components 

Thc 2002 wor-kpian is indiciltivc of tiic ri~cljot- tasks MADS intcnds to car-i-y out dill-ing l i~c 

period in question, but i t  is not inc;int to bc all-incli~sivc. Spccil'ic iictivitic~ illily bc 
required which are not i nciuded i n  this schedule. In the MABS Quarterly Pel-for-mance 

Reports, we will compare actual results against planned activities and PI-ovide 
explanations for areas where implementation exceeded or did not meet targeted goals, as 
the case may be. 

The 2002 workplan is organized by major activity components as follows: 

1. Bank S tl-engthening S( An ti-backsliding 

2. Expansion of Banking Services to Religious and Ethnic Minorities 

3. Microfinance Policy 

4. Monitoring and Evaluation 

5 .  RBAP Strengthening 

6. Program Managernen t 

Below, we address each of the components in more detail, including explanations of the 
activities illustrated in the 2002 workplan calendar of activities (attached as Annex C). 

1. Bank Streizgtlzenilzg & Arzti-backslidirzg. 

Component one, bank strengthening, 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, launching new products, and marketing. It also 
includes training activities such as formal course work, workshops, seminars, on-the-job 
training, internships, study tours, other capacity-building initiatives, and new efforts such 
as operational reviews. For 2002, we have also added the activities focused on anti- 
backsliding efforts of graduated MABS participant banks and expanding microenterprise 
services for all clients, especially underserved religious and ethnic minorities in 
Mindanao. Training courses and support to participating banks will continue to be funded 
through the SAF requests a1 though these courses will increasingly be covered through 
fees charged by RBAP. 
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Participating Banlis. MABS is currently working with approximately 74 bank bi-anchcs 
among the 28 PBs. These 28 banks include four pilot banks, ten "is' Rollout" banks, rind 
six "2" Rollout0 banks, all of which are i n  Mindanao, as well as an additional eight "3rd 
Rollout" banks in Luzon and Visayas. 

During 2001, MABS began an organizational transition as technical assistance efforts 
began to be delivered directly through RBAP. As far back as the year 2000, MABS 
started to assist RBAP to set up a microfinance technical services unit within the 
association that would function out of the three regions of Mindanao, the Visayas, and 
Luzon. In order to strengthen RBAP's ability to meet the needs of their members i n  the 
two additional regions, additional rural banks i n  Luzon and the Visayas wel-e selected as 
participating banks. Requests for letters of interest were sent out during the last month of 
2000 to all rural banks in these regions, and institutional assessments were conducted in 
the first quarter of 2001. In the beginning of April 2001, MABS recommended to the 
Management and Steering Committees eight additional banks for selection as PBs. One 
of the conditions for the new PBs was that they agree to serve as training sites for rural 
banks in these regions. These new PBs began extending loans to microenterprises in July 
2001. MABS will continue to provide these banks with the training and technical 
assistance for the full duration of this 2002 workplan. Additionally, technical assistance 
and training continues to be provided to existing PBs in Mindanao. 

Tlze MABS Approach Manual. During 2000, MABS completed The MABS Approach 

package of services, which documents the MABS approach of providing technical 
assistance and training to participant banks. In 2001, this package was used to train the 
new RBAP technical staff to continue to provide these services to client banks. This 
package of services includes: 

1) Senior Management Exposure and Training Course 

2) Microfinance Staff Exposure and Training Course 

3) Hiring Assistance 

4) Market Analysis 

5) Product Developmen t/En hancemen t - Loan/Savings Products 

6) Business Planning 

7) MIS Consulting 

8) Preparing the product manual 

9) Launching and Marketing of the MI? Products 
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10) Supervising and Monitoring of Microfinance Operations 

1 1) Expansion Phase 

12) Basis Course for Training of Microfi nance Trainers 

This package of ser-vices is a product of the MABS expel-ience with participant banks as 
well as the extensive microfinance expcricnce of the technical staff. Impiemcnting The 

MABSApproach assures the delivel-y of a consistently high standard of training and 
technical assistance to each of our PBs. 

MABS expects The MABS Approncil to continue to evolve during 2002 as we continue to 
work with the new RBAP technical staff i n  providing these services i n  new regions and 
start to offer these services on a commercial basis. The MABS Approcrch continues to be a 
very successful tool to ensure that a consistently high level of technical assistance and 
training is delivered to our PBs and that the maximum level of outreach is attained during 
the project period. Tile MADS Approncil manual will be revised to refine the manual for 
use by RBAP and possibly other service providers. MABS will also contl-act the services 

of a consultant to conduct a feasibility study for Licensing Private Organizations to 
Install MABS Approach Microfinance Systems in Rural Banks. 

Development of Measures to reduce "backsliding" and consolidate MABS progress. 
MABS will carefully observe problems with adherence to the "MABS Approach" as they 
have emerged thus far and as they emerge over time on the part of di fferent participating 
banks, and will identify, test, and implement various measures that can be taken either to 
minimize the extent to which other participating banks experience the same problems in 

the future, or to assist participating banks to correct the problems once they occur. As the 
Participant Bank Agreements come to an end, MABS and RBAP have arranged for 
graduated MABS participant banks to sign Continuing Technical Support Agreements 
(CTSA). These agreements will allow MABS to continue to monitor the progress of 
graduated banks and provide for annual operational reviews to ensure that MABS Best 
Practices are in place and being followed. 

Additional measures that will be studied in 2002 include, for example: the development 
of a "certification" system under which RBAP formally certifies that a participating bank 
is fully adhering to fundamental MABS principles - with the "certification" being of 
material value to the participating bank andor  the establishment of a "MABS Network" 
to which all rural banks which had "graduated" from the MABS Program could belong, 
and where membership in the "MABS Network" would bring with i t  a periodic 
newsletter with latest information about microfinance best practices, etc. 

Rural Bank Computer Software. MABS has been addressing the needs of rural banks 
for microfinance-friendly software on a lo~ry-ten11 basis by developing the Rural Banker 



2000 software and, on a short-ter-17~ basis, we have supported these needs by ~ipgmding 
the computer software of PBs. After a delay due to added programming requirements and 
testing, the delivery date for the de-bugged RB2000 system is now scheduled for January 
2002. MABS will assist in rolling out the newly released RB2000 system during 2002. 
During the first year of installations, MABS will carefully monitor the RB 2000 rollout. 
In addition, MABS will work to install updated software systems, including the MABS 
reporting requirements, into 5th rollout banks. 

New Product Development. During the first half of 2002, MABS will assist in 
developing and pilot testing a few new loan products. These include: 

Gracl~iated Loans. This loan product will link the loan to a system that sets 
and increases new loan sizes within certain limits, based on past loan 
repayment history, business expansion, increased cash flow, and periodic 

business planning. 

* Solidarity loans. MABS will assist interested client banks in developing a 
solidarity loan for transport clients (tricycles, motorcycles, etc.) 

* Seasonal Agriczrlturnl Lending. MABS will develop loan products specific 
to the seasonal needs of specific agricultural products. These loans will 
adjust loan repayment requirements, loan sizes, and loan duration to the 
specific growing season, cashflow requirements, and cash availability of 
the borrower. 

Training. In 2001, training was provided to MABS PBs and, through regional training 
events, to all Mindanao rural banks. These trainings will continue to be offered through 
RBAP in 2002. 

PB Training. Training to new and graduated participant banks will include workshops 
on managing the growth of microfinance operations, loan administration, market research 
and area mapping, marketing 91 promotion, service quuli ty, designing incentive schemes, 
savings mobilization, delinquency management, cash flow lending, and strategic planning 
for participant bank staff. 

Regional Training. In 2002, the MABS Approach will be expanded to include a series 
of workshops to expand the number of banks that will be supported by RBAP-MABS. 
The various in-house training and technical assistance of MABS will now be integrated 
into a series of workshops to assist rural banks to group together and be trained at the 
same time. The pilot test of this revised MABS Approach with I-educed in-house visits 
will be conducted in Luzon and then implemented in other regions in 2002 and 2003. 
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Develop Training Centers within PBs. MABS will also work with graduated 
participant banks to develop training centers for other banks to learn and study the MABS 
Approach. Preliminary work on this will start in  April 2002. 

Integration of MABS Training with ABC. With MABS assistance, the RBAP 
Microfinance Technical Services Unit will develop and deliver courses as part of RBAP's 
Academy for Banlung in the Countryside (ABC). MABS has already developed four 
courses, the last course being a workshop on financial management, developed and 
delivered with the assistance of Joanna Ledgerwood in 2001. As training courses are 
identified, MABS will work closely with RBAP to work out the logistical, management, 
and technical delivery details to ensure that quality stays high dusing and after the 
integration of MABS training with that of ABC. 

2. Expanding Service Delivery to inclrrde Religiozrs and Ethnic Mirzorities in 
Milzdarzao. 

Based on the feasibility study conducted by MABS in March 2001 and subsequent 
availability of funds, beginning in 2002, MABS has added specific activities related to 
expanding service delivery to include clients from underserved religious and ethnic 
minority groups in Mindanao. This will include working with existing and new MABS 
participating banks to expand their outreach to a greater number of I-eligious and ethnic 
minority clients. While MABS was not originally designed as a bank-strengthening 
program, our activities with banks in these areas may include such activities due to the 
poor conditions all of the potential banks find themselves in. In fact, over the course of 
the last four years of program activities in Mindanao, i t  has become clear that i t  will be 
necessary and appropriate to get involved in bank strengthening activities with rural 
banks serving the these underserved communities in  Mindanao. In 2002, MABS will 
begin these efforts with 3-4 existing MABS banks, as well as through working with two 
new banks in Mindanao. 

3. Microfirzance Policy. 

In coordination with USAID and the USAID-financed CPIP and A G L E  projects, MABS 
supported microfinance and rural banking policy-related issues throughout 2001. 
Significantly, MABS and RBAP held briefing sessions with the board of PDIC and the 

BSP Monetary Board regarding the MABS Approach Technology and the role that 
technical assistance has played in expanding microfinancial services through rural bunks. 
A visit by Monetary Board member, Mr. Alindogan, and BSP representative, Mr. Lirio, 
was arranged by MABS and RBAP in Davao. The two were given a detailed briefing of 
the MABS-M Approach, including our recommendations on appropriate microfinance 
regulatory policies, and visited the Rural Bank of Sto. Tomas, Rural Bank of Panabo, and 
Network Bank to see MABS microfinance systems at work. 
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Additionally, MABS continues to work with banks implcmcnting programs under tlic 
People's Credit and Finance Corporation (PCFC) and has helped to introduce some 
flexibility with regard to microfinance lending methodologies required of rural banks that 

wish to borrow through the ADB/IFAD window. 

In 2002, we will conduct all of our policy work through RBAP, including the 
development of a Microfinance Council within RBAP itself. Using this coi~ncil as a 

platform, our policy efforts wi 1 l bc to con tinuc ildvocnting ~lppl-opl-ii~te niicrofinancc 
regulatory policies with the BSP and forming link~igcs with I-clcvant inh-nationill 
microfinance networks. 

4. Monitoring and Evalriatiotz. 

This component includes activities relating to the establishment of Monitoring and 
Evaluation (M&E) systems for use by the individual PBs, the MABS project team, and 
the RBAP. This process has involved setting up a system to track the progress of the 
microfinance units in the banks. MABS is committed to ensuring that PBs continue their 
microfinance activities once the MABS project ends and has demonstrated this by 
documenting that microfinance is a profitable business. The monitoring and evaluation 
system has also involved preparing documentation on successful rural banks that have 
been used during several policy-related meetings during 2001, and has also been used to 
promote and sell technical services to additional rural banks. MABS-related success 
stories and activities will now be included in RBAP's bimonthly newsletter The Rllrc~l 

Banker, on the new RBAP website, and in monthly MABS updates provided to the 

Management Comrni ttee. 

Graduated MABS participant banks will also be monitored under Continuing Technical 
Suppox-t Agreements (CTSA). Banks are requested to continue providing performance 
data on a weekly and monthly basis under the CTSA 

5.  RBA P Stre~zgtlzerri~zg. 

A11 initiatives dealing with the development and strengthening of RBAP, including 
training specifically directed to this organization, are programmed under this component. 

RBAP Microfinance Support Services. In 2001, MABS reviewed the products and the 
MABS Approacll with RBAP and rural bank representatives as part of the process to 
develop the most cost-effective "package" for RBAP. Four full-time RBAP microfinance 
technical staff members have been hired with project support. Dunng 2001, the staff 
members were trained alongside MABS staff in existing PBs. The new staff members are 

going through all of the aspects of providing microfinance technical services to rural 
banks, with the goal of enabling them to provide these services on their own in the future. 
This includes all stages of Tile MABS Approach such as institutional assessments and the 



start-up and expansion phases of training. New participant banks were selected along 
with the RBAP staff in  Luzon and Visayas and, as mentioned above, will act as model 

banks for RBAP's expansion of services to these other regions. 

In addition to the microfinance technical staff, RBAP hired a deputy operations officer 
with MABS support in  September 2001. MABS will work closely with the new deputy, 
familiarizing him with MABS activities, fiBAP management needs, and orgnnizational 
requirements. Once fully up to speed, the deputy will be responsible for directly 
managing the RBAP microfinance unit. With project support, RBAP will hire additional 
staff to expand its capability to expand the MABS Approach i n  2002. MABS will also 
assist RBAP in identifying and setting up appropriate si1pp01.t offices in different regions. 
MABS will also expand the fee-based service approach that was started in 2001. It is 
anticipated that fees will cover the full costs of the RBAP-MABS unit by 2004. 

Credit Bureau. As the competition between rural banks and credit cooperatives 
increases in many communities, there is a desire to improve credit information sharing. 
Sharing information on credit clients will minimize the risks of lending and help maintain 
the healthy portfolio quality that will continue to assist rural banks to profitably expand 
microfinance services. In other countries, i t  has also been shown that credit bureau 
consultation helps to reduce transaction costs by weeding out early those clients with 
poor repayment histories, resulting in increased efficiency. During 2001, MABS helped 
to negotiate an agreement with the Bankers Association of the Philippines to extend their 
credit bureau services to rural banks on a pilot basis in Mindanao. The pilot test will 

continue until March 2002 and will be extended to additional areas in Mindanao starting 
in April 2002. 

Feasibility Study for Using Private Sector Training Organzations. Starting in January 
2002, MABS will research and analyze the feasibility for MABS to train and license 
private consultants, consulting firms, andor  other organizations to install The MABS 
Approach microfinance systems into interested rural banks in the Philippines on a for-fee 
basis. The intent of this effort is to expand MABS ability to provide technical support and 
training services to a greater number of banks interested in establishing profitable 
microfinance operations. If found to be feasible, this type of out-sourcing initiative would 
complement the existing capacity within the MABS Program and RBAP to meet the 
increasing demand for microfinance technical assistance and tmining services brought 
about by the success and reputation of MABS to date, as well as by new COP policies 
affecting micro finance. 
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Program management takes into account meetings, project evaluations, report 
submission, visits by Chemonics' Head Office staff, and other activities I-eluted to over.all 
project management. For the most part, the tasks iliiistrated i n  the WOI-kpinn calcnd~ir  arc 

self-explanatory, including submission of the quartel-ly reports, the annual inventory of 
commodities, and the submission of the Year 2003 Workplan in December 2002. Visits 
by Chemonics' head office staff, including specific scopes of work, will be approved by 
US AID on a case-to-case basis. 

As the project moved into the second phase and focussed attention on RBAP 
strengthening to develop the capacity to continue to provide microfinance technical 
training and services, i t  was agreed that the Chief of Party move to Manila. He now 
works closely with the leadership of RBAP to establish and operate the RBAP 
microfinancial technical services unit. With RBAP, MABS has also relocated the office 
in Davao and has set up a branch office in Cebu as well as a microfinance technical 
services unit in Manila. A small office is maintained by Chemonics in Cagayun de Oro. 
RBAP staff members occupy these offices alongside MABS staff. 

D. Actual vs. Expected Results 

The MABS Monitoring and Evaluation results as of November 30, 2001 are included in 
Annex D. MABS has far exceeded the initial expected project results in 2001. In 

December 2001, new targets were agreed upon for the extension of the MABS program. 
The following are the new targets and the actual project results as of November 30,2001. 

o Expected Expansion of the rzunzber of MABS participcrtirlg bnrlk units froi~z 
the present 60 units to 100 units. 

P Actual through November 2001: 74 rural bank units are currently 
receiving assistance from MABS. 

The MABS-M program will assist these banks to: 

o E,rpand the total nlrrnber of micro-borrowers froin the present 18,000 to 
50,000. 

P Actual through November 2001: The total number of active borrowers 
outstanding for the existing PB units was 21,075. 

LI Expand the total ~zirr~zber of new rnicro-depositors froin the preserzt 45,000 to 
90,000. 



> Actual through November 2001: The total number of new active 
depositors for the PB units was 76,378. 

Additional targets added in  December 200 1 include: 

CI Installation of the MABS Approach irzto at least three new participntirzg banks 
irlto areas with significnrrt corzceiltmtiorzs of religious and ethizic minorities. 

P MAI3S sent out letters of interest to rural banks in AIiWlM and other 
regions of Nlindanao with large concentrations of' religious and ethnic 
minorities. 

u Significant expnrzsiorz of the rz~rnlber of religio~ls nrld etiz~zic nziilority clierzts of 
at least five pnrticipatirlg barzks. 

> MABS completed a feasibility study on expanding financial services to 
Nluslim clients in 2001. 

Q Arz effective " USAID-accepted" anti-backslidirzg prograr~z foclrsecl on 
participating banks whicli have "grctd~raterl" fror~l tile MABS Prograr7l 
developed arzd irnplemerztecl by RBAP. 

Continuing Technical Support Agreements were developed and signed 
between the graduated rural banks and RBAP-MABS. Assistance will 
include the weekly monitoring of Portfolio-at-Risk (PAR) and regular 
operational reviews to ensure credit discipline is maintained in graduated 
banks. 

a All RBAP MABS professiorznls irl place arldjrlly capable of ccrrryi~lg orrt rill 
key filnctions req~rired to install tire "MABS Approach" into pnrticipcrtirlg 
baiz ks. 

P As of December 2001, four RBAP technical staff members were in place 
providing MABS technical support to rural banks. A new Deputy 
Operating Officer for RBAP was also recruited and is actively monitoring 
the progress of the MABS progranl within RBAP. 

a Appropriate fee structtrre for various services to be ofjered by RBAP MABS to 
prospective participating barzks, to "grad~lateri" bcurks, urld to rzon- 
participntirzg banks arzd other irzstitutions developed arzd inzple~nerlted 

During 2001, a fee-based structure was implemented with new 
participating banks covering approximately 30% of the costs of the 
RBAP-MABS unit by the end of 2001. Fees are to be increased gradually 
until full-cost recovery occurs by the erid of 2003. 
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Annex A 



with new REAP staff 
new REAP staff 

- 3rd Rollout PBs 
As completed for 3rd Rollout PBs 

Beta testing of RB 2000 
RB 2000 bank software installations 
Participating Bank Workshop 
Deliver Intensive TA and Training (Start-Up Phase) to 3rd Rollout PBs 
Deliver Regional MABS/RBAP Training Series through ABC 
Deliver Expansion Phase TA and Training to 3rd Rollout PEs 
Deliver monitoring TA for 1st Rollout PBs 
Deliver monitoring TA for 2nd Rollout PBs 

2. Microfinance Policy Carry out policy initiatives 

Implement monitoring and evaluation system in 3rd Rollout PBs 
Monthly evaluation of performance 

4. RBAP Strengthening Support RBAP to contract a Deputy Director in charge of internal affairs 
Implement pitat credit bureau concept (subject to additional funds) 
Business plan for REAP Unit 
Strategic planning with REAP & ABC for 2002 

5. Program Management Submit quarterty reports (PMRs) 
Chief of Party and MABS office to be opened in RBAP Manila Office 
Assist with opening of RBAP's Cebu Office 
Relocate RBAP's Davao Office 
Hiring staff tor contract extension 

' This work plan is subject to final approval of the MABS contract amendment. 
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Annex D 



BANK OPERATIONS PERFORMANCE REPORT 
CONSOLIDATED MONTHLY PERFORMANCE INDICATORS - 
LUZON, VISAYAS 8, MINDANAO - FOR THE YEAR 2001 

Portfolio at Risk more than 30 days (%) 0.00% 0.00% 0.00% 2.03% 1.83% 2.35% 1.95% 2.58% 2.91% 3.05% 
Portfolio at Risk more than 30 days 1,621,894 1,619,484 2,484,457 2,080,503 1 1,990,993 2,939,254 3,394,338 3,781,949 



IAN!: OF'ERATIONS PERFORMANCE REPORT 
CONSOLIDATED - BY ROLLOUT BANKS 

I 

IOVEMBER 2001 

I PARTICIPANT BANKS 1 
PERFORMANCE DATA 

3 ATEMENT OF INCOME AND EXPENSE 


