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A Case Study: PinoyME Foundation – Scaling Up The Philippines 
Microfinance Sector 

 
 
As Danilo Songco, President and CEO of PinoyME, struggled to put his thoughts together to prepare for 

the Board of Trustees meeting scheduled for 1 February 2011, he looked up at the portrait of the late 

President Cory Aquino in his office, a woman with a big heart and a great vision. The first five years had 

been challenging yet rewarding for PinoyME: its various initiatives had impacted the microfinance 

sector, its efforts were recognied both locally and internationally, and millions of pesos in credit to micro 

finance institutions (MFI) had improved the life of thousands of poor people in rural areas. Nevertheless, 

Dan and his management team still faced several challenges. 
 
Being a social enterprise, PinoyME Foundation (PMEF) aspired to scale up rural MFIs and help them to 

be sustainable even though PMEF itself was yet to attain sustainability. A major issue was therefore: 

how could PinoyME reposition itself in the second five years in its drive towards sustainability? 
 
 
POVERTY IN PHILIPPINES 
 
Poverty remains a perennial problem for the Philippines. As shown in Exhibit 1, 22.6 percent of the 

population live on less than $1.25 per day, a level defined by the World Bank to indicate those living in 

poverty. In 2006, the Asian Development Bank (ADB) estimated that 4.7 million families and 27.6 

million people in the Philippines lived in economic deprivation1. In contrast, neighbouring countries like 

Malaysia and Thailand, which had similar economic conditions in the 1960s, have almost eradicated 

poverty.  
 
Around 75 percent of the poor in the Philippines live in rural areas, with the majority of them working in 

the agriculture sector as fishermen and farmers. Frequent hazardous weather, weak property rights, 

inadequate delivery of agriculture services, and poor governance have proved challenging to 

development in this sector. As a result, 43.6 percent of fisherman and 42.4 percent of farmers live in 

poverty and it seems almost impossible for most of them to escape poverty. On the one hand, up to 67 

percent of household heads are educated to elementary level or below, some without education at all, and 

finding decent alternative employment is tough. On the other hand, it is also difficult for the poor to 

accumulate assets because they need to support their large—and even extended—families on a meagre 

income. The incidence of poverty is positively correlated with family size and more than 57 percent of 

poor households in the Philippines have six members or more. Thus, most of the poor end up with few or 

no assets at all and only minimal access to credit and, in the absence of resources, the poor cannot 

generate additional income. As a result, they live a life deprived of home ownership, access to adequate 

educational facilities, and social safety nets. 
 
While poverty remained a prevalent issue in the rural areas, the root issue was not unemployment but 

underemployment. Only 8.4 percent of the poor household’s heads were unemployed, which was 

significantly lower than the unemployment rate of 19.4 percent among non-poor household heads. Thus 

addressing underemployment among the poor is a good strategy to reduce poverty in the Philippines. 
 
The failure of the Philippines economy to grow rapidly and create quality employment made poverty 

reduction efforts difficult. While the economy grew rapidly at an annual rate of five to six percent during 

the 1960s and 1970s, growth slowed to two percent during the 1980s and mid-1990s. The economy 

finally recovered and grew at a rate of five percent between 2001 and 2007. The lost growth from 1980 

to 1995 made poverty reduction in the Philippines slower than most of its neighbouring countries (See 

Exhibit 2 for the comparison of GDP growth between the Philippines and its neighbours). In addition, 

economic growth was mainly driven by only few sectors such as telecommunications, business process 

outsourcing and retail trade. On the other hand, high job creating sectors such as agriculture and 

                                                           
1Asian Development Bank, “Poverty in the Philippines: Causes, Constraints, and Opportunities,” Asian Development Bank, 
Philippines, 2009, p.1. 
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manufacturing did not perform optimally. Consequently, the number of jobs created in the Philippines 

failed to keep up with the high growth in the labour force caused by population growth and increased 

participation of women in the workforce. This precipitated an exodus of Filipinos, and an estimated 

2,500 Filipinos continued to leave the Philippines every day seeking employment abroad. In 2009, the 

unemployment rate stood at 7.5 percent.  
 
On top of mediocre economic growth and weak job creation, multiple factors challenged poverty 

eradication efforts in the Philippines. One key factor was the vulnerability of the poor to the effect of 

food inflation. Rising food prices dragged more people into poverty and their inability to afford high 

food prices forced them to reduce spending on healthcare and education. Without education, future 

generations continue to be trapped in the poverty cycle. 
 
Another factor was the inequitable distribution of income. According to the Asian Development Bank 

(ADB), 20 percent of Filipino families accounted for 53 percent of total family income while the poorest 

80 percent shared the remaining 47 percent. For this reason, economic growth seemed to benefit the 

upper echelon of the society more than the poor. When compared with its ASEAN neighbours, the 

Philippines had the highest level of inequality in terms of the Gini coefficient and the gap between the 

richest 20 percent and the poorest 20 percent.  
 
Further, the Philippines is exposed to frequent extremes of weather and natural disasters like 

earthquakes, volcanic eruptions and typhoons. From 1992 to 2001, more than five million Filipinos were 

killed or injured in natural disasters, war, and other calamities. This frequent occurrence of natural 

disasters has led to the creation of poverty traps, as the poor remain unable to recover easily from such 

shocks. These factors have made resolution of the poverty problem in the Philippines very challenging 

for policy makers.    
 
MICROFINANCE: BRINGING CAPITAL TO THE POOR 
 
Over the years, different poverty alleviation initiatives have been developed globally but not many 

looked more promising than microfinance. Microfinance is defined as the provision of a broad range of 

financial services such as deposits, loans, payments, money transfers and insurance products to the poor 

and low-income households and their micro-enterprises; that is, the provision of banking services to a 

segment largely ignored by mainstream financial service providers. The core of this strategy was to 

provide microcredit or small loans, starting at just below $1002, to the poor to enable them to launch 

micro-enterprises that would generate additional income to improve their lives.  
 
Although microcredit was not a recent innovation and could be found at various times in modern history, 

the origin of modern microcredit is generally linked to the Grameen Bank, a microfinance institution 

founded by Prof Muhammad Yunus in 1976. The idea behind Grameen Bank came from a research 

project that provided a micro-loan of $27 to a group of 42 villagers in Bangladesh to save them from 

loan sharks. As time passes, this project evolved into an MFI that has since disbursed more than $7 

billion in micro-loans to approximately seven million borrowers from low-income communities. 

Recognised as an effective tool to create economic and social development, the Grameen microfinance 

model was exported to many other countries as well as emulated by other MFIs globally. In 2006, Prof 

Yunus and the Grameen Bank were awarded the Nobel Peace Prize for their contributions.   
 
The success of microcredit led to a paradigm shift in banking practices. Conventional wisdom forbade 

commercial lenders to lend to the poor, as low-income communities were perceived to be risky as they 

had no collateral to offer. Moreover, the small loan size made lending to them unprofitable. However, 

concerns over the possible high repayment risk and unprofitability proved unfounded. Many MFIs 

became financially sustainable and reported high loan recovery rates, some as high as 99.9 percent. This 

enables the microfinance sector to grow and it has helped more than 100 million poor people globally 

through a combined portfolio of $15 billion.  
 

                                                           
2Bangko Sentral ng Pilipinas (BSP), the Central Bank of the Philippines defines microfinance “as loans amounting not more 
than PhP150, 000 (US$3,570).”  
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This success can be attributed to the business model of MFI. In the absence of collateral, MFIs applied 

the principle of group lending to influence borrower behaviour. Loans were made to individuals 

belonging to a group of five to 20 people. Credit would only be extended to the other group members if 

the individual borrower repaid the loan. In the case of a group loan, if one member defaulted the other 

members in the group would be liable to repay the defaulted loan. This created social pressure and 

incentivised borrowers to repay their loans. In addition, borrowers made regular repayments, typically 

weekly, on their loans, which reduced the repayment risk. In addition, women usually made up the 

majority of the borrowers. Lending to women was less risky as they were found to be more reliable than 

men. Moreover, empowering women created a larger social impact, as they were more likely to use the 

financial gains for the well being of their families. To cover the high administrative cost of disbursing 

micro-loans, MFIs charged interest rates of 15 to 70 percent per annum. The high rates were necessary to 

support MFIs because they incurred high operating costs such as costs associated with loan officers 

travelling to remote places to disburse loans and collect repayments. Further, interest rates charged by 

the MFIs were still lower than interest rates charged by the informal moneylenders, the next source of 

funding for the poor. It has been reported that loan sharks in the Philippines charged interest rates of up 

to 1,000 percent per annum on their loans.3 
 
In the beginning, most MFIs were set up as non-profits, such as non-government organisations (NGOs), 

or cooperatives, and they were funded through donations, subsidies and grants from development 

agencies and private donors. As the sector grew and matured, the industry gradually entered a transition 

phase from a donor-driven NGO-dominated framework to one where there was an increasing 

involvement from the capital market. On the demand side, MFIs began to explore new funding 

opportunities such as securitisation of microfinance loan portfolios or raising equity capital from private 

investors. On the supply side, more private investors became interested in the sector for its double 

bottom line feature. Investment in MFIs allowed investors to earn social returns from supporting poverty 

alleviation and social development, and to earn financial returns from a social investment strategy that 

offered stable financial returns, low default rates, and low correlation to mainstream financial assets. 

According to JPMorgan, as at December 2008, there were 24 specialised microfinance equity funds with 

total assets of $1.5 billion.4 
 
 
MICROFINANCE IN THE PHILIPPINES 
 
With close to one quarter of the country’s population still living below the poverty threshold, poverty 

alleviation continues to be the top priority for the Philippines government and microfinance has been 

widely used as a primary tool to fight poverty. Policy makers recognised that giving low-income 

communities access to financial services helped the poor to manage risks, smooth consumption, take 

advantage of entrepreneurial opportunities, accumulate income-generating assets, and raise living 

standards.  
 
In 1997, the microfinance sector received a large boost when the government commissioned the National 

Strategy for Microfinance. This initiative envisioned a viable and sustainable microfinance market where 

the private sector was called on to drive the market dynamics while the government’s role was limited to 

providing an environment for the microfinance market to thrive. Subsequently, the General Banking Law 

of 2000 was passed and recognised microfinance as a legitimate banking activity. At the same time, the 

competing government-directed credit programme was gradually phased out. On top of the favourable 

regulatory environment, government-related financial agencies provided wholesale funds to retail MFIs 

for on-lending to their poor clients. By and large, these initiatives contributed significantly to the growth 

and commercialisation of the microfinance sector. In fact, a study by the Economist Intelligence Unit 

(EIU)5 in 2009 ranked the Philippines first in Asia and third globally, in terms of microfinance 

                                                           
3The Economist, “The Hidden Wealth of the Poor,” The Economist, November 5, 2005. 
4J.P. Morgan, “Impact Investments: An Emerging Asset Class,”J.P. Morgan, U.S., 2010.   
 
5Economist Intelligence Unit, “Global Microscope on the Microfinance Business Environment,” Economist  

Intelligence Unit, London, 2009. 
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environment. In this global study, the Philippines received a perfect score in the regulation of 

microcredit activities and level of competition among MFIs.  
 
Developing the microfinance sector was necessary to provide the poor in the Philippines with access to 

financial services, as the formal banking sector did not meet their needs. The Philippines has a highly 

concentrated financial sector, and the six largest commercial banks control around 60 percent of all 

financial assets and 90 percent of all banking assets. These banks are usually part of family-owned 

business conglomerates and tend to operate as in-house banks for the other businesses of the controlling 

families. Furthermore, most of these commercial banks are predominantly located in urban areas and 

seldom serve the rural poor. In general, commercial banks do not provide microfinance services as they 

lack the expertise and credit appetite for micro-loans without collateral. Nevertheless, some of the 

commercial banks have gradually become open to the concept of microfinance and support the MFI 

sector by making lines of credit available to them. 
 

The growth of the sector has had a major impact on the Philippines. Government figures showed that 

microfinance reached seven million individuals with a combined portfolio of PhP12 billion ($279.1 

million) in 2010.6 The sector employed about 35,000 people and an additional 1.4 million indirectly 

through the micro-enterprises financed by the MFIs. There were three major providers of microfinance 

services in the Philippines: the NGOs, cooperatives, and rural banks. In 2006, the Microfinance Council 

of the Philippines (MCPI) estimated that 300 NGOs, 1,178 cooperatives, and 229 banks provided 

microfinance services in the Philippines. The majority of the participating banks were rural banks, and 

microfinance typically made up from three to 30 percent of their gross loan portfolio (See Exhibit 3). In 

addition, empirical studies on the impact of microfinance activities showed that microfinance had 

successfully empowered women, increased per capita income and expenditure, boosted the revenue of 

micro-enterprises, and enabled higher savings. Nonetheless, the sector still faced many challenges. 
 
 
CHALLENGES TO MICROFINANCE IN THE PHILIPPINES 
 
The profitability and effectiveness of MFIs attracted the attention of private capital. While capital made 

available by private funds enabled its proponents to scale up their outreach to the poor, this caused 

mission drifts at the same time. For instance, some MFIs ended up focusing on maximising financial 

returns and poverty reduction took a secondary role. This led to higher competition among the MFIs and 

a rising incidence of credit “pollution.” To increase their profitability, MFIs encouraged multiple 

borrowing among their clients. This caused over-indebtedness among the poor and clients ended up 

borrowing from one MFI to repay loans from another MFI.  
 
Although microfinance made a big difference in poverty eradication, studies indicated that it had yet to 

reach many of the rural poor. A study by the United Nations in 2008 reported that only one-third of the 

poor households in the Philippines received microfinance services. One was that MFIs were not willing 

to lend to farmers from rural areas because they had irregular and fluctuating earnings. Poor 

infrastructure in the rural regions also made lending to the rural poor very costly. Thus the majority of 

microfinance funds flowed into the urban areas to finance largely retail or trading enterprises and helped 

clients that were not considered poor by official definition. Because 75 percent of the poor came from 

rural areas, more microfinance services needed to be channelled to reach the agriculture-based poor. The 

NGOs were therefore the best platform to reach them, as they had no constraints on branch expansion. 

Yet only a few NGOs achieved financial sustainability and scale. Aside from inadequate funding, the 

NGOs did not have the capacity to meet the organisational manpower and middle management required 

to increase their outreach. As a result, the total outreach of microfinance has been limited.   
 
Despite operating in the same environment, the various entities in the Philippines microfinance sector 

were supervised by different regulators (See Exhibit 4). The NGOs were required to register with the 

Securities Exchange Commission (SEC) but were not subject to supervision by any government 

regulatory body and although the Cooperatives Development Authority (CDA) regulated cooperatives, 

the current charter did not grant CDA the necessary authority to regulate its members. The rural banks 

                                                           
6 In May 2011, the exchange rate was approximately PhP43 per US Dollar.  
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were the most heavily regulated, as they were under the supervision of BSP, the central bank of the 

Philippines. While excessive enforcement of standards might have stifled innovation and led to 

stagnation in the microfinance industry, regulation was also important to ensure soundness of the lenders 

and the welfare of the borrowers.  
 
Another issue facing the sector was the weak development of product diversity. By definition, 

microfinance should not be limited to microcredit, but also provide a full range of financial services to 

the poor such as savings, micro-insurance, and remittance services. However, the EIU study noted that 

MFIs in the Philippines only offered a modest level of product diversity, which was mainly made up of 

loans and savings products.  In addition, there was a need to re-design the current microfinance 

offerings. Most of the current microfinance products were designed mainly for cash-flow financing and 

were not suitable for rural financing. This called for MFIs to broaden their services. Possible 

developments included broadening the range of products available and offering non-financial services 

such as client training, livelihood skills development, product development, and marketing to increase 

the outreach of microfinance.  
 
The emergent microfinance sector had proven its worth as an effective poverty alleviation tool. 

However, many challenges still lie ahead. Who then should stand up to address these issues and ensure 

that such a good start would not falter? 
 
 
ESTABLISHMENT OF PINOYME CONSORTIUM 
 
Twenty years after the People Power revolution in 1986, a new form of “people power” was taking place 

in the Philippines. In 1986, nuns, priests, artists, business people, and ordinary citizens gathered in the 

streets to take a stand for their nation. Their unarmed defiance against insurmountable odds and their 

courage to stop tanks brought about social change through a bloodless revolution. This time round, in 

2006, it did not involve mobilising hundreds of thousands of people on the streets. Instead, the revolution 

was taking place through the work of MFIs and the development of micro-enterprises. This new People 

Power was motivated by the dream to restore every Filipino’s right to live with dignity as well as lift 

each citizen out of poverty.  
 
Former president Corazon Aquino inspired this movement, which was formally launched in 2006. After 

the 1986 People Power revolution, she was constantly seeking ways to make use of the movement as a 

force to eliminate poverty and eventually found the answer in microfinance. She personally witnessed 

the dramatic transformation in the lives of micro-entrepreneurs whom she met while visiting the 

different parts of the Philippines. She was inspired to see how micro-enterprises enabled ordinary 

Filipinos, some from the country’s poorest communities, to live an honourable life and recover their 

dignity in the midst of poverty. She believed this act of self-reliance and self-sufficiency would be a 

lasting solution for nation building. 
 
On February 23, 2006, on the eve of the commemoration of the 20th anniversary of People Power, 

President Aquino convened a group of leaders from the business, government, academic, and social 

development sectors. The “Stakeholders’ Conference on Micro-Enterprise Development” was co-hosted 

by the Benigno S. Aquino Jr. Foundation and MCPI, and  highlighted the need to use people power to 

alleviate poverty through the development of micro-enterprise and support mechanisms like 

microfinance. President Aquino shared her belief that microfinance could provide an excellent start to 

restore human dignity and sow the seeds of entrepreneurship among the poor in the Philippines. She 

envisioned these entrepreneurs as the basis for the Philippines to build a strong middle class that would 

strengthen the country’s economy. At the end of the conference, a private social consortium known as 

“PinoyME” was formed to supply the missing resources needed to grow the sector. PinoyME, or Filipino 

Microenterprise as it is sometimes called, was put together to reduce poverty through micro-

entrepreneurship. 
 
At the same conference, the stakeholders set the “5-5-5” goal for PinoyME: to make PhP5 billion in 

capital available to five million poor Filipinos within five years. The goal was not set arbitrarily. 

PinoyME aimed to reach out to five million Filipinos because five million families were estimated to be 
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living below the poverty line. If each poor Filipino were given a start-up micro-loan of PhP5,000, the 

total amount needed would be PhP25 billion (five million x PhP5,000). On average, the  financial 

structure of MFIs was made up of 25 percent borrowings, 50 percent savings, and 25 percent equity. 

This meant PhP5 billion (PhP25 billion x 25 percent) of fresh equity capital would be required to support 

the MFIs to provide a total loan amount of PhP25 billion. The five-year time frame was chosen because 

it normally took two years to move people out of poverty, and four to seven years to stabilise micro-

enterprises. Additionally, five years was an ideal time frame for long-term planning.   
 
 
THE PINOYME STRATEGY 
 
With the “5-5-5” goal in mind, the members of the PinoyME consortium began their work to devise 

strategies to achieve it. Feedback from the microfinance sector was sought to understand what could be 

done to make microfinance more effective as a tool to fight poverty. Out of the intensive exchange and 

discussion with the MFIs, the consortium identified four major obstacles to scaling up microfinance. The 

members of the consortium then organised themselves into four working groups to collectively 

overcome these challenges. President Aquino personally handpicked and assembled a Steering 

Committee made up of 18 individuals who represented the different sectors that would work with 

PinoyME (See Exhibit 5 for the members of the Steering Committee). Members of the Steering 

Committee with the required expertise were then assigned to head each working group. The four 

working groups established to achieve the “5-5-5” goal were: Capacity Building, Knowledge 

Management, Business Development Services (BDS), and Resource Mobilisation (See Exhibit 6 for the 

milestones achieved by the four working groups).  
 
 
Capacity Building 
 
For MFIs to increase their outreach, adequate human resources was a crucial factor. The work of 

microfinance was labour intensive: microfinance account officers travelled everyday to the remotest 

areas to seek new clients, disburse loans, and collect repayments. They worked in a hazardous 

environment, spending most of their time in the field, braving sun, rain, smog and fatigue. Others had to 

walk for hours just to reach a remote area, while others faced the risk of robbery and kidnapping. The 

challenging work environment made it difficult for MFIs to retain staff. Some estimates claim that the 

dropout rate for microfinance account officers was as high as 40 percent. In addition, there was a lack of 

people trained in microfinance and MFIs had to hire nursing graduates and teachers as microfinance 

account officers. To use them, the MFIs still needed to spend money and time to train them, which the 

smaller MFIs did not have the capacity to do so. Constraints on human resources delayed the expansion 

of MFIs into new areas.  
 
When PinoyME embarked on its mission in 2006, MFIs were serving an estimated two million clients. 

To achieve the “5-5-5” goal, the microfinance sector needed to add three million new clients. On 

average, one account officer could service 200 clients, which meant that 15,000 new microfinance 

account officers were needed to achieve PinoyME’s goals. 
 
The Capacity Building group was formed to address this issue. Headed by the leading microfinance 

champion in the Philippines, Professor Ronald Chua, the purpose of this group was to address the key 

management and training needs of MFIs so that they would be able to run more effectively, scale up 

their efforts, and reach more of the poor. This group thrived on the rich collaboration of MFIs, national 

and regional MFI networks and councils, members of the academic community in different parts of the 

country, training experts, and resource providers.  
 
In 2007, the group received a three-year grant from the Hanns Seidel Foundation to develop a 

microfinance curriculum for college students. The objective of the course was to train more microfinance 

officers and make microfinance a prospective career for college students. To know the needs of the 

industry, the working group consulted and explored with the MFIs to identify what was required to be a 

microfinance officer. With the feedback from the sector, the working group then developed a curriculum 

that eventually led to the development of the BSBA Major in Microfinance course.  
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The course used the “dual training, competency based” approach, which combined classroom learning 

with practical experience. While learning the theories in the classroom, students would be given an 

opportunity to intern with MFIs and thus gain hands-on experience. The course was also designed in 

such a way that after two years, students would be awarded a certificate in microfinance, and were then 

able to start working in the microfinance sector. While working with the MFIs, this so-called “ladder 

approach” allowed students to go back to the school at a time in the future to complete a one-year 

diploma course that would prepare them to become team leaders or supervisors. Down the line, students 

could also return to the school for another year to complete their bachelor’s degree in microfinance, 

which equipped them to become branch managers.   

 
During the pilot stage of the project, PinoyME collaborated with pilot schools and the local MFI 

networks. In this collaboration, the universities provided directions to PinoyME for the development of 

the curriculum so that it would meet the required standards. In addition, the university worked closely 

with the MFI networks to market their students and ensure the employability of its graduates. To 

improve the delivery of the course, faculty members from the university combined their knowledge with 

the hands-on experiences of the MFI manager. Willingness to collaborate with other stakeholders 

enabled PinoyME to roll out this course successfully and ten schools went on to offer the course in 2011. 

After a few years of untiring collaboration, Prof Ronald Chu reflected on his experience: 
 

“For more meaningful initiatives to take place, the key is that there should be no single 

dominant player. You can’t have one entity to do it, you need several entities to work 

together…You need to bring them together to collaborate, and that is the key strength of 

PinoyME.” 
 

Besides the BSBA course, the Capacity Working group also finalised a technical vocational course 

called the “Training Regulation for Microfinance Technology - National Certificate II” in 2009. This 

course targeted students who did not complete college or high school and who were thus unable to enrol 

in college. The vocational course involved six months of classroom studies and six months practical 

work, after which they were employable by MFIs. Students who completed this vocational course could 

then enter the BSBA programme without having to start over at year one.  
 
Through these initiatives, PinoyME hoped to train up more microfinance officers to support the 

expansion of MFIs and also create employment for microfinance account officers, who mostly came 

from impoverished backgrounds.   
 
 
Knowledge Management 
 
PinoyME identified knowledge management as a strategic area for the microfinance sector. Knowledge 

of Management Information Systems, commonly known as MIS, was crucial to growing the MFIs. 

When a MFI grew larger, monitoring its loan portfolio became complicated. Many MFIs still maintained 

records manually through hard copies or spread sheets. This worked fine for a small base of clients. But 

when clients grew into tens of thousands, basic MIS would not be adequate to support the growth. 

Without proper MIS, MFIs would not be able to monitor their portfolio activities and analyse trends to 

improve their performance. As a result, operations would be affected and problems like these had caused 

several MFIs to close down. To make things worse, many MFIs had bad experiences when automating 

their operations. Some had spent millions of pesos on MIS but ended up with catastrophic results. The 

root of this issue was that few MIS service providers had the in-depth knowledge needed to provide the 

right customised - and affordable solutions - for MFIs.  
 
In addition to MIS, another key knowledge management area was development of a strategic direction 

for the sector. In the course of interaction with the different players in the microfinance sector, PinoyME 

realised that although microfinance in the Philippines was dynamic, there had been little effort made to 

develop a strategic direction for the sector. 
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Hence, the Knowledge Management working group was formed to use information to empower the 

sector. It aimed to achieve this by drawing partners from experts in the field of research, academia, and 

the information and communication technology communities. Headed by Dr Cayetano Paderanga, a 

former director-general of the National Economic and Development Authority, the two vital roles of the 

working group were: 1) strategic research to aid policy advocacy, and 2) scaling up micro-enterprise 

development, and improving the effectiveness and efficiency of MIS in MFIs.  
 
In the area of MIS, the working group made several breakthroughs in scaling up the capacity of the 

MFIs. In 2008, PinoyME published a practical MIS automation guide for MFIs planning to automate 

their MIS. MFIs could use this toolkit to understand the rudiments of computerisation of their MIS, the 

issues that they should expect to confront, and the options available to them in selecting the appropriate 

technology based on their needs and resources. The guide was so useful that the Consultative Group 

Against Poverty subsequently endorsed it as a technical resource document to scale up MFIs on a global 

basis.  
 
In addition to the guide, PinoyME designed the country’s first MIS course for MFIs. The course was 

designed to equip MFIs to harness MIS for their business requirements without wasting huge resources 

that could result in making wrong decisions. To achieve this objective, the course was designed as a two-

phase process. In the first phase, representatives from the MFIs would attend an MIS workshop to 

appreciate the basic concepts in applying IT in MIS, as well as to help them plan their MIS automation. 

In the second phase, the MFIs were given an option to consult IT experts to guide their decision-making 

process in integrating an automated MIS with their operational system and process. In the second phase, 

PinoyME teamed up with Accenture. This allowed PinoyME to tap Accenture’s 20,000 employees, most 

of whom were IT and business process experts, as voluntary IT consultants for the MFIs. Sumit Baghci, 

an IT and MIS expert from India, who helped to design the MIS course, shared the expected outcomes 

from this initiative: 
 

First, improved productivity and related cost savings—this ultimately will translate into 

improved profitability of MFIs and lower interest rates for the clients; second, improved 

decision-making by MFIs based on real time information; and third, more transparency. 
 

Another area considered by the Knowledge Management working group was setting a policy agenda for 

the sector. It was important to create a supportive policy climate because no matter how hard MFIs and 

micro-entrepreneurs laboured, their efforts would be in vain unless a national policy environment 

supported them. To kick-start this initiative, the Knowledge Management working group set up a public 

portal containing more than 300 studies on micro-enterprise development in the Philippines. Gathering 

these resources and making them available to the public provided the necessary stream of information 

for industry players to identify the key areas and concerns in the sector.  
 
Armed with this substantive research, PinoyME convened in 2010, the largest multi-stakeholder 

conference in the recent history of the microfinance and micro-enterprise development industry. The 

conference assembled close to 120 individuals, which included representatives from the MFIs, 

commercial and rural banks, business organisations, entrepreneurs, academics, government agencies, 

service providers, and donor agencies. During the conference, the various stakeholders gave their 

perspectives on the issues raised. At the end of the day, the conference produced a policy agenda for the 

microfinance sector to pursue. This conference also led to the creation of a policy advocacy platform and 

coordinating system called AD4ME. This new multi-stakeholder consortium would promote 

collaborative research, dialogue and policy discussion among its stakeholders, raise public awareness of 

the importance of micro-enterprise in Philippines society, and monitor the progress of the policy agenda 

of the sector.  
 
 
Business Development Services 
 
However, microfinance alone was not sufficient to liberate the poor from poverty. While providing 

access to capital might smooth consumption patterns of the poor families, this did not guarantee they 

would be able to leave poverty. Based on the experiences of MFIs, only one to two percent of micro-



14 
 
 

entrepreneurs in the Philippines grew to become small and medium-sized enterprises (SME). 

Nonetheless, the disturbing statistic was not a surprise, considering the circumstances they were in: 

micro-entrepreneurs operated in a resource-constraining environment and they did not have the resources 

and expertise to enhance product design or use technology to grow their enterprises into a stable and 

thriving business. Moreover, they were not be able to access the formal economy because they were too 

small to service large orders, suffered cost disadvantages due to lack of economies of scale, and did not 

have the necessary networks to access new markets. For micro-entrepreneurs to succeed, on top of 

financial support, they also needed non-monetary support like technical support and exposure to the 

mainstream market.   
 

Led by Dr Aris Alip, managing director of CARD (one of the biggest MFIs in the Philippines), the 

PinoyME BDS working group was formed to address this issue. Its goal was: “To help micro-

entrepreneurs level up and become part of the mainstream economy.” The proponents of this initiative 

believed that micro-enterprises had a better likelihood of survival in the long term if they became part of 

the mainstream supply chain. Essentially, to enlarge the market at the bottom of the pyramid and to 

create a more inclusive economy, more poor people had to access microfinance services and micro-

enterprises must be scalable and sustainable. To achieve its goal, the BDS working group developed a 

portal for micro-entrepreneurs to sell their products and organised networking sessions to bring together 

BDS providers from all over the country. 
 
One of the working group’s first projects was to develop a BDS portal to link successful micro-

entrepreneurs to the market. This was a venue for the MFIs to post the products and services of their 

clients and promote them to the buying public. The idea was to create a virtual marketplace that would 

directly bring successful micro-entrepreneurs into the mainstream economy. As the traffic in the portal 

increased, the working group envisioned it would become an e-commerce site for the micro-

entrepreneurs.   
 
Another initiative by the BDS working group was to bring together networks of BDS advocates and 

practitioners, such as micro-entrepreneurs, MFIs, businessmen, academics, donor agency representatives, 

and NGO leaders. Through conferences, multi-stakeholders would be encouraged to interact with each 

other and discuss how to grow the micro-enterprise sector. Since its formation in 2006, the BDS working 

group has successfully organised three national-level conferences. Through these conferences, PinoyME 

forged a network of BDS providers and created a permanent forum for learning, exchange and 

collaboration.   
 
Another significant result from the conferences was the linkage of micro-enterprises to the mainstream 

market. In the course of the various events organised by PinoyME, a few micro-enterprises successfully 

penetrated the main market. For instance, several small producers of agricultural products were 

contracted to be regular suppliers for EchoStore, an organic products retail chain catering to the local 

high-end market. Some even ventured into the international market and sold their products at Expo 2010 

in Shanghai, China. Dr Alip shared his personal thoughts on the conferences: 
 

I always push for these BDS conferences, because this is the distinct competence of 

PinoyME: to bring stakeholders together…In the BDS conferences, many alliances are 

really formed and I don’t mean just ‘shallow talk’ networking. There are real market 

encounters! I remember Binalot (a popular and alternative fast-food chain specialising in 

traditional Filipino dishes wrapped in banana leaves). We found out that they were 

looking for suppliers of rice and banana leaves. We happened to have clients that could 

supply these needs. That experience of linking up them with Binalot was beautiful. 
 
PinoyME believed that eradicating poverty could not stop at microfinance. With BDS, PinoyME hoped 

to develop micro-entrepreneurs that one day would graduate to be SMEs that would then create 

employment to provide another avenue to end poverty in the Philippines. 
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Resource Mobilization 
 

PinoyME estimated that PhP5 billion in equity capital was required for the microfinance sector to reach 

five million clients. However, it was not easy to raise such a substantial amount in a short time. MFIs 

often depended on donors, commercial loans, or internal cash flow for their funding. Unfortunately, 

funds from donors and internal sources were usually short in supply. On the other hand, only a few MFIs 

had the credibility to access funding from commercial banks.  
 
To solve the funding issue, the Resource Mobilization working group was formed under the leadership 

of Deogracias Vistan, the former president of Landbank of the Philippines. This group was primarily 

tasked to develop strategies to mobilise resources from the private sector as well as from foreign, 

multilateral and bilateral institutions for the PhP5 billion target of the consortium. Using a different 

approach from the other three working groups, the working group was later dissolved after the 

registration of the PinoyME Foundation (PMEF). 
 

 
PINOYME FOUNDATION: THE SOCIAL INVESTMENT BANK 
 
In June 2007, PMEF was registered with the SEC. Established as a non-stock and non-profit 

organisation, PMEF was funded by an initial donation of PhP20 million by the members of the board of 

trustees and other business leaders (See Exhibit 7 for the members of PMEF’s Board of Trustees). The 

PinoyME consortium incorporated PMEF as a social investment bank for micro-entrepreneurs and MFIs 

in the Philippines. Its mission and vision was to serve as a growth catalyst in strengthening micro-

entrepreneurs by providing MFIs with the equivalent of investment banking functions including lending, 

investing, advising, and promoting market linkage and technology applications. PMEF would be a 

broker between the financial needs of the microfinance sector and the supply of resources and services in 

the market. Through pioneering in innovative and customised financial products and services, PMEF 

planned to spur a robust financial market at the base of the economic pyramid and democratise capital in 

the country’s financial systems. 
 
To achieve its mission and vision, PMEF had three main goals: 
 

1. To provide affordable and appropriate funding to MFIs and micro-entrepreneurs, especially 

those operating in rural areas; 
2. To provide MFIs with financial advice that will guide their business decisions and make their 

operations more efficient; and 
3. To create a market for micro-enterprises by promoting collaboration and partnerships among 

private companies, MFIs and business development service providers. 
 
PinoyME believed that there was a need for a social investment banker to address the challenges that 

prevented the micro-enterprises from reaching their full potential. For instance, while the outreach of 

microfinance had been growing rapidly in the Philippines, the bulk of the microfinance funds were 

concentrated in urban areas and did not reach the poorest rural areas. As a result, promising rural 

enterprises found it difficult to find funding for their business growth. By being a social investment 

banker, PMEF aimed to push and support MFIs into the unreached rural areas. 
 
To provide MFIs with access to funds to support their growth, PMEF planned to develop more funding 

sources. Most MFIs could only rely on limited grants and other special forms of assistance from non-

profit organisations to fund their operations. Although more funds were being channelled into the sector, 

the main beneficiary had been the strong and well-established MFIs. Similarly, only the bigger MFIs 

could obtain commercial loans from banks. By becoming a social investment banker, PMEF could fill 

this funding vacuum by developing alternative sources of funds that could be lent to MFIs, which in turn 

would channel them to the micro-enterprises. 
 
As a social investment banker, it could also facilitate PMEF to provide alternative sources of funding for 

growing micro-enterprises and to scale up the MFIs. When micro-enterprises grew, their funding needs 

changed, and these could not be met by the MFIs. However, most of them would still be too small to 
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qualify as borrowers of rural and commercial banks. For that reason, a social investment banker would 

be useful to create a new source of funding for these enterprises to promote their growth. On the other 

hand, MFIs had limited resources to scale up their operations. By becoming a social investment banker, 

PMEF could provide non-financial services to improve the efficiency of MFIs. PMEF could do this by 

bundling capacity building support with the loans in order to scale up the MFIs in the area of 

management expertise, technology, and business development services.   
 
 
Management  
 
Danilo A. Songco was appointed president and CEO of PMEF in July 2007 after he began his stint with 

the PinoyME consortium as a project manager in 2005. Before PMEF, Danilo had worked in the NGO 

sector for more than 20 years and was at one point CEO of the largest coalition of development NGOs in 

the Philippines. After spending more than 20 years in the NGO world, Danilo realised that NGOs were 

not sustainable as they were overreliant on grants and were being left behind after resisting the force of 

globalisation. In 2001, he discovered how finance was relevant to developmental work after taking part 

in a successful fundraising from the capital market. This view was reinforced in 2002 when he received 

the Ninoy Aquino Fellow for Public Service award and he had the opportunity to participate in a four-

week fellowship in the United States, where he studied development finance. After the trip, he was 

convinced that he wanted to be involved in development finance and was subsequently appointed as the 

director of the Development Bank of the Philippines, one of the largest universal banks in the country. In 

2005, he was admitted to the Master of Public Administration programme at the Kennedy School of 

Government, Harvard University, and volunteered to write his dissertation thesis on microfinance, as he 

knew President Cory was interested in the area. Upon returning from the U.S., he was invited by 

President Cory to join PinoyME.    
 
 
PMEF PROGRAMMES 
 
In order to meet its goals, PMEF launched three flagship programmes: the credit programme, financial 

advisory services, and social investment fund. 
 
 
Credit Programme 
 
After the incorporation of PMEF, it received a credit line of PhP250 million offered by the Small and 

Medium Enterprise Credit (SMEC) administered by the Philippine Business for Social Progress (PBSP). 

The amount of credit that PMEF could draw on from this credit line was limited to a gearing ratio of five 

times PMEF’s capital. PMEF used this credit line to provide wholesale loans to medium and large-sized 

MFIs operating in the rural areas. As of 2010, seven MFIs and 11,500 clients had benefitted from the 

cumulative PhP104.5 million of loans disbursed since its inception. (See Exhibit 8 for the profile of 

selected MFIs that benefitted from the programme). At the end of 2010, the aggregate outstanding 

balance of the credit programme stood at PhP65 million and it had a repayment rate of 100 percent.   
 
 
Financial Advisory Services 
 
Just like any investment bank, PMEF provided financial advisory services to its MFI clients. PMEF used 

the expertise of its board members and expert volunteer financial advisers to help MFIs become 

interested in developing financial strategies to increase their credit funds. Through this service, MFIs 

could tap the knowledge of the country’s leading experts in banking and business, which they otherwise 

would not be able to afford. While being mentored, MFIs could learn how to access funds from the 

capital market and develop financial products to diversify their funding sources to help them achieve 

financial viability in the long run. In this arrangement, the expert advisers would donate their services to 

PMEF while PMEF would charge the MFIs a modest fee for the service provided.    
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Social Investment Fund 
 
On top of raising capital and providing financial advisory services to the microfinance sector, PMEF also 

had an asset management arm. In February 2009, PMEF launched a new initiative called the Social 

Investment Fund (SIF). The purpose of this strategy was to raise funds to be channelled to viable rural 

micro-enterprises and create greater public awareness about the importance of micro-enterprises for the 

Philippines economy. Through this fund, PMEF offered the public an opportunity to invest in micro-

enterprise by contributing to the SIF. The proceeds raised by SIF would be lent to the accredited MFIs, 

non-profit organisations and cooperatives that worked with micro-entrepreneurs in rural areas (See 

Exhibit 9 for the criteria to be an accredited institution). These accredited institutions in turn would be 

responsible for identifying beneficiaries, disbursing and collecting loans, and providing complementary 

non-financial services. In return, the investors to SIF would earn social return by contributing to the 

economic empowerment of the poor.  
 
As the usage of SIF had little restrictions, it provided PMEF the flexibility to channel financing to new 

and unchartered areas. For instance, PMEF could use SIF to invest in potentially high-risk but high-

impact areas that traditional MFIs avoided. This would include providing loans to remote agricultural 

communities that had the highest incidence of poverty or innovative or sustainable projects that would 

benefit underserved communities. PMEF believed its decision to take the lead in investing in high-risk 

but high-impact micro-enterprises would attract other institutions to invest in this market. This would 

eventually increase the viability of micro-enterprises operating in the poor rural areas.  
 
To cater to the needs of different social investors, PMEF innovatively structured three types of funds: 

PinoyME Common Fund, PinoyME Directed Fund, and Philanthrocapitalist Programme (See Exhibit 10 

for the respective participation options). The PinoyME Common Fund was for donations below 

PhP100,000. The donations would go into a general pool of funds, which would be allocated to the 

accredited institutions with the full discretion of PMEF. For donation amount above PhP100,000, social 

investors could contribute to the PinoyME Directed Fund and select the accredited institutions that they 

wished to support. For a minimum amount of PhP1 million, social investors could participate in the 

Philanthrocapitalist programme. Two options were available in this programme. The first option was to 

put the money into a non-interest bearing deposit for a minimum holding period of three years. This 

would be managed by the trustee bank (Metrobank), which would purchase (in the investor’s name) 

government issued fixed-income treasury notes with a tenor equivalent to the holding period. The trustee 

bank would donate the equivalent interest from the treasury notes to PMEF upfront in the name of the 

social investor. Upon maturity, the social investor would get back the principal amount of the deposit. 

The second option was for the social investor to open an investment management account with a trustee 

bank and then instruct the bank to directly lend the money to the accredited MFIs. At maturity, the 

principal of the loan would be returned to the social investor.     
 
The SIF initiative enabled PMEF to develop a scalable and sustainable credit programme. Repayments 

collected would be re-lent to other MFIs, hence giving PMEF a revolving loan fund. Besides that, SIF 

lent to the MFIs at market rate, normally eight to 11 percent per annum, and gave a three percent rebate 

if the borrowers repaid their loans on time. This provided the MFIs affordable capital that would then be 

channelled to poor micro-entrepreneurs. The interest income from SIF was used to pay for its operating 

expenses, with the surplus channelled back to capital.  
 
By the end of 2010, PMEF had raised PhP2 million for SIF. The funds had been used to finance the 

construction of poultry houses of small broiler contract growers, beef up the working capital of Laua-an 

Multi Purpose Cooperative’s muscovado sugar production enterprise in Antique, and help micro-

enterprises of the Nueva Segovia Consortium of Cooperatives in the remote area of La Union who were 

badly affected by typhoon Pepeng. As at 2010, the loan to Laua-an Multi Purpose Cooperative and 

Nueva Segovia Consortium of Cooperatives had been repaid. 
 
Alongside its efforts to raise fund from the public, PMEF entered into strategic partnerships with 

institutions to develop new livelihood enterprise projects that could be implemented and/or scaled up 

through the SIF. For instance, PMEF received a donation of PhP1 million from Accenture for a micro-

enterprise development programme for Accenture’s 400 janitorial and security provider employees. In 
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another project, PMEF promoted livelihood opportunities in communities by partnering with corporate 

foundations and a government’s body. PMEF’s contribution in this area was recognised when PMEF 

received a request from the World Bank to design a community enterprise development programme in 

2010.  
 
CHALLENGES 
 
As a social enterprise, PMEF has yet to attain sustainability. In 2009 and 2010, it suffered a deficit of 

PhP2.3 million and Php0.6 million respectively (See Exhibit 11). Because of this, PMEF could not grow 

its capital base and increase its credit programme as it was constrained by the gearing ratio of five times 

set by PBSP. Generating sufficient revenue to cover its operating expenses was still a major challenge 

for PMEF. For instance, the financial advisory services were supposed to be a revenue source for PMEF. 

However, the MFIs were not ready to accept and pay for this type of advice. In one case, PMEF 

proposed a MFI securitise their microfinance portfolio in order to recycle their capital. Even though 

there were ready buyers for the securitised portfolios, the MFI was not willing to sell as they could not 

understand the transaction.  
 
Dan and his management team were also concerned with the weak interest shown in SIF. Despite a 

public fundraising campaign; setting up a website, donation portal, and dedicated phone line; and 

running advertisements in the media with the support of prominent personalities, PMEF could only raise 

PhP2 million. In the past two years, efforts to raise money were also cut short by unforeseen events. The 

illness and passing away of President Corazon Aquino, typhoons hitting the country in rapid succession 

which turned attention towards massive relief and rehabilitation, and the 2010 presidential elections, 

made it inadvisable to direct public giving to SIF.  
 
Another major concern was the lack of social impact measurement tools. In the past five years, PMEF 

focused efforts on defining its goals, but has yet to develop any social impact measurement tool. 

However, going forward and to scale up its operations, impact measurement will become important. 

According to Dan, the best impact measurement will be when the MFIs claim they have heard about 

PMEF and believe that PMEF has helped them.  
 
Dan and his team are now evaluating how to lead PMEF forward: what kind of strategies will be able to 

move PMEF towards financial sustainability? What could PMEF do to raise more funds for SIF in the 

next few years? What kind of tools would be appropriate to measure the social impact of PMEF? 

Stepping back, Dan also wonders if there are any other areas in PinoyME and PMEF that need the 

attention of his team. 
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Exhibit 1 

BASIC FACTS ABOUT THE PHILIPPINES 
 

 
 
 

 

 

 

 

 

 

 

 

Source: Asian Development Bank Fact Sheet on the Philippines, 2010 

Population in millions (2010) 94.01 
Annual population growth rate (2008-2010) 1.9 % 
Adult literacy rate (2008) 93.6 % 
Percent of population living on less than $1.25 per day (2006) 22.6% 
Percent of population living below the national poverty line 
(2009) 

26.5% 

Percent of population in urban areas (2009) 65.7 % 
Under-5 mortality rate per 1,000 live births 33.0 
Percent of population using an improved drinking water 
source (2008) 

91.0% 
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Exhibit 2 
 

AVERAGE GROSS DOMESTIC PRODUCT GROWTH RATES FOR THE PHILIPPINES AND ITS 
NEIGHBOURS, 1960-2007  

 
Country Average 

1961-70 
Average 
1971-80 

Average 
1981-90 

Average 
1991-95 

Average 
1996-00 

Average 
2001-07 

Philippines 4.93 5.92 1.80 2.19 3.96 5.02 
Cambodia - - - 7.77 7.34 9.68 
Indonesia 4.18 7.87 6.41 7.87 0.98 5.07 
Lao PDR - - 4.54 6.42 6.17 6.56 
Malaysia 6.49 7.87 6.03 9.47 4.99 4.79 
Singapore 9.88 8.83 7.49 8.87 6.40 5.34 
Thailand 8.17 6.89 7.89 8.62 0.64 5.05 
Vietnam - - 4.63 8.21 6.96 7.74 

Source: Asian Development Bank, “Poverty in the Philippines: Causes, Constraints, and Opportunities,” Asian 
Development Bank, Philippines, 2009, p. 39.   
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Exhibit 3 
 

TOTAL BORROWERS AND LOAN PORTFOLIO OF MICROFINANCE SERVICE PROVIDERS IN THE 
PHILIPPINES 

 
Category of Lenders 

 
Number of 

Entities 
Number of 
Borrowers 

Loan Portfolio  
(in PHP) 

NGO (1) 300 867,582 3,983,025,321 
Cooperatives 1,178 1,094,527 23,831,568625 (2) 
Rural Banks 
Microfinance Oriented Banks 9 113,172 579,000,000 
Regular Banks with Microfinance 
Operations (3) 

220 779,226 5,096,000,000 

 
Notes:  
(1) The aggregate data for the number of borrowers and loan portfolio was based on the 25 NGO 

members of MCPI, which represent around 70 percent of the total number of active borrowers of all 
NGOs engaged in microfinance in 2006. 

(2) Loan portfolio for cooperatives was estimated based on the total assets held by the cooperatives. 
(3) The aggregate data for NGO and Cooperatives was based on figures for the year ended 2006 while 

aggregate data for the banks was based on figures for the year ended 2007.  

 
Source: Microfinance Council of the Philippines, Inc. and SEEP Network, “Microfinance Industry Assessment: A report on 

the Philippines,” Microfinance Council of the Philippines, Inc. and SEEP Network, Philippines, 2008.   
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Exhibit 4 
 

CHARACTERISTICS OF MICROFINANCE SERVICE PROVIDERS IN THE PHILIPPINES 
 

 NGO Cooperatives 
 

Rural Banks 

Interest Rates on Loans 24 to 40 percent per 
annum, flat rate 

18 to 24 percent per 
annum 

24 to 36 percent per 
annum, flat rate 

Upfront Service Fees 2 to 5 percent 2 to 5 percent 1.75 to 4 percent 
Collection of Loan 
Payments 

Weekly Weekly, bi-weekly, or 
monthly 

Daily, weekly, or 
monthly 

Collection of Savings Not authorized by law 
but NGO collect 

compulsory savings 
from clients as a form 

of compensating 
balance 

Community-based 
open-type savings 

Authorized to collect 
savings 

Lending Methodologies 
Used 

Group lending 
(Grameen Bank 

Approach and ASA 
Methodology) 

Individual lending Group and individual 
lending 

Profile of borrowers 
 

The poor, especially 
women with existing 

micro-enterprises 

Did not distinguish 
between poor and 
non-poor members 
and provide loans to 

man and woman 

Generally the non-
poor, salary loans for 

low income 
employees, and 

micro-enterprises 
Regulators 
 

Required by law to 
submit audited 

financial statements to 
SEC but not regulated 

by any government 
agency 

Submit annual reports 
to CDA but remained 
largely unsupervised 

and unregulated 

Supervised and 
regulated by the BSP 

Source: Microfinance Council of the Philippines, Inc. and SEEP Network, “Microfinance Industry Assessment: A Report on 
the Philippines,” Microfinance Council of the Philippines, Inc. and SEEP Network, Philippines, 2008.   
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Exhibit 5 
 

PINOYME CONSORTIUM STEERING COMMITTEE 
 

Name Designation 

Dr Jaime Aristotle Alip Managing Director, CARD – MRI 
Ronald Chua Professor, Asian Institute of Management 
Amb. Howard Dee Chair, Assisi Development Foundation 
Josiasdela Cruz Vice-President for Microfinance, Bank of the Philippine Islands 
Victoria Garchitorena President, Ayala Foundation 
Atty. Ramon Garcia Corporate Secretary, Ninoy and Cory Aquino Foundation 
Edward Go Chair, ASA Philippines Foundation 
Daniel Lacson, Jr. Chairman Emeritus, Negros Navigation 
Dr.CayetanoPaderanga, Jr. Chair, Institute for Development and Econometric Analysis 
Manuel Pangilinan Chair, Philippine Long Distance Company 
Fr. Anton Pascual Executive Director, CARITAS Manila 
Amb. Albert del Rosario Former Philippine Ambassador to the United States 
Ramon del Rosario, Jr. President and CEO, PHINMA Group 
AnicetoSobrepena President, Metrobank Foundation 
Washington Sycip Founder, Sycip, Gorres and Velayo 
Amb. Jesus Tambunting Chair and President, Planters Development Bank 
Veronica Villavicencio Executive Director, Peace and Equity Foundation 
DeograciasVistan President, Creamline 

Source: PinoyME. (2010). Annual report 
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Exhibit 6 

 

KEY MILESTONES FOR THE WORKING GROUPS OF PINOYEME CONSORTIUM 

 

  

Resource Mobilization 

Knowledge Management Capacity Building Business Development 
Service 

Year 1: 
2006 

 The Resource Mobilization 
Group was formed. 

The Knowledge 
Management Group was 
formed. 

The Capacity Building 
Group was formed. 
 

The Business Development 
Service Group was formed.  

Year 2: 
2007 

Formed PinoyME 
Foundation as the social 
investment banking arm of 
the PinoyME consortium.  
 
Put together a training 
module to assist MFIs in 
accessing commercial bank 
funds.  
 
Worked with commercial 
banks to encourage them to 
open their portfolio to 
financially capable MFIs. 
 
Registered PinoyME 
Foundation with the SEC in 
July 2007. 

Launched the PinoyME 
website. The website 
provided links to existing 
institutions and initiative in 
micro-enterprises 
development both in the 
country and globally. Some 
other features of the website 
include: a database of MFIs 
in the country, a map of 
MFIs across the country.    
 
Entered into a partnership 
with the Microfinance 
Council to develop a social 
performance monitoring 
system. This was to 
establish metrics and 
methodology of measuring 
the poverty reduction impact 
of MFIs. 
 
Planned to roll out a training 
module on Management 
Information System (MIS) 
developed by AIM to 
increase the MIS capacity of 
the MFIs. 
 
Received a grant from the 
Peace and Equity 
Foundation for the creation 
and operation of the 
website, formation of the 
database, social 
performance monitoring, 
and MIS improvement 
projects.  
 
Convened a workshop 
among MFIs, IT service 
providers, BangkoSentral 
regulators and academics to 
discuss MIS concerns of 
MFIs.  
 
Planned to establish a data 
centerto which MFIs can 
outsource their MIS and 
reduce burden of data 
management on the MFIs.   

Laid down the foundations 
for the MicroEnterprise 
Development Centers. The 
purpose was to bring down 
the knowledge and 
practice of micro-
enterprise development to 
the poorest parts of the 
country and built up the 
capacity of local academic 
institutions. 
 
Received a three yeargrant 
from Hanns Seidel 
Foundation to develop an 
undergrad elective course 
on entrepreneurship and 
microfinance. This 
program intended to make 
micro-enterprise a 
prospective career for 
college students. 
 
Partnered with the Bankers 
Association of the 
Philippines and the Rafael 
B. Buenaventura 
Foundation to mobilize 
retired bankers who can 
mentor MFIs.  
 
 
 
 

Developed a portal to 
directly link successful 
micro-entrepreneurs to the 
mainstream economy. In 
this portal, MFIs posted the 
products of their clients and 
service providers would 
help to advertise their 
products and services. 
 
Gave birth to the idea of 
“Hapinoy”. The idea was to 
professionalize the sari-sari 
store and grow their 
business. 
 
Used mobile 
communication technology 
in the fund transfer of MFIs.   
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Year 3: 
2008 

Dissolved the resource 
mobilization working group 
after the successful 
establishment of PinoyME 
Foundation.  
 
Prepared to launch the 
PinoyME Social Investment 
Fund, which will take non-
interest-bearing 
investments from the public 
for on-lending to deserving 
micro-enterprises. 
 
 
 
 
 

Established a business 
process outsourcing 
company for microfinance 
named Microfinance IT 
Services Co. (MiFITS) to 
offer a web-based 
outsourcing service for the 
backroom functions of MFIs.  
 
Developed a social 
networking portal called 
MIS4MFIS to provide a 
platform for microfinance 
MIS practitioners to post 
their concerns and to share 
their experiences in MIS.  
 
Published a MIS automation 
guide titled “Guide to 
Automation for Philippine 
MFIs” to serve as a practical 
guide for MFIs planning to 
automate their MIS. 
 
Formulated a research 
agenda that would provide a 
strategic direction for 
microfinance in the country. 
 
Launched a research project 
to document the best 
practices in the microfinance 
industry. 

Designed a microfinance 
curriculum that was 
competency-based, dual-
training system and 
“ladderized” in approach to 
provide a stable source of 
frontline microfinance staff. 
 
Designed a one-year 
course certified by the 
Technical Skills and 
Development Authority 
(TESDA) as a technical 
vocational course for 
students without college or 
high school qualifications. 
 

Convened a national 
conference on BDS 
entitled, “Taking 
Microenterprises to the 
Next Level”, bringing 
together 50 organizations, 
to create wide-ranging 
discussions on efforts to 
promote business growth 
among micro-
entrepreneurs. This 
resulted in mapping of BDS 
providers and identification 
of best practices.  
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Year 4: 
2009 

Launched the Social 
Investment Fund in 
February 2009. 
 
Provided a total loan 
portfolio of PhP85 million to 
7 large and medium-sized 
MFIs in different parts of the 
country.  
 
Helped Tagbalay 
Foundation, Petron 
Foundation, and 
Symbayananni Maria to 
develop new livelihood 
enterprise projects that 
could be implemented 
and/or scaled up through 
the Social Investment Fund.  

Developed a public portal 
containing collection of 
studies covering 
microfinance and micro-
enterprises in the 
Philippines. 
 
Presented the policy agenda 
to candidates in the 2010 
elections to put micro-
enterprise development into 
their consciousness. 
 
Designed an automation 
course for MFIs that 
consisted of a training 
program followed by a one-
on-one consulting service.  
 
Partnered Smart 
Communications to design 
and pilot run a mobile 
technology that allowed 
Smart to extend the reach of 
SMART Money to the 
remotest village that had 
mobile phone signal.  
 

Started the pilot run of the 
university course for loan 
officers. 
 

Convened a conference 
focusing on special topics 
in BDS delivery, entitled, 
“Building the Capacities of 
Growth-Oriented Micro-
Entrepreneurs”, attended 
by 100 multi-sectoral 
participants from all over 
the country. This increased 
awareness about the best 
BDS practices, forged an 
informal network of BDS 
providers, and identified 
areas of working together.   
 
Co-sponsored with the 
League of Corporate 
Foundations a conference 
on “doing business at the 
base of the pyramid” to 
bring attention to 
successful models and 
propagate corporate social 
responsibility via business 
relationships with poor 
communities. 
 
Set up a free networking 
site BDS4SME for 
information sharing on BDS 
and created a permanent 
forum for learning, 
exchange, and 
collaboration on BDS. 
 
Entered into a partnership 
with ECHOstore, a chain of 
concept stores in the 
Philippines, to pilot run a 
PinoyME store that would 
provide micro-
entrepreneurs new access 
to the market.  
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Year 5: 
2010 

Grew the Social Investment 
Fund to PhP2 million and 
received the first repayment 
of loans lent to clients from 
this fund.  
 
Received a donation of 
PhP1 million from 
Accenture for a micro-
enterprise development 
program for Accenture’s 
400 janitorial and security 
provider employees. 
 
Received a donation from 
the “Broadway Barkada” 
after PMEF’s inclusion in 
the donation portal of 
PhilDev Forum USA. 
 
Raised PhP54,900 for the 
backyard poultry farmers of 
KPMI (A NGO that 
specializes in enterprise 
development) through 
“Project 50”, a fundraising 
campaign to encourage 
student support for micro-
enterprise.  
 
Asked by World Bank to 
design an enterprise 
development program 
within a Community-Driven 
Development (CCD) setting. 
This resulted in the 
construct of the Community 
Driven Enterprise 
Development Program 
(CDED) through its 
partnership with 
Department of Social 
Welfare and Development 
(DSDW).  
 
Partnered Japan 
International Cooperation 
Agency (JICA) to consult 
MFIs and NGOs with BDS 
expertise on how to 
improve CDED, and how 
they could partner DSDW to 
implement it. 
 

Convened the conference, 
“Mainstreaming Micro: The 
Philippine Micro-enterprise 
Stakeholders’ Conference” 
which brought close to 120 
individuals from MFIs, 
commercial and rural banks, 
business organizations, 
entrepreneurs, academics, 
government agencies, 
service providers, and donor 
agencies. The rich 
exchange resulted in a 
policy agenda for the 
microfinance sector to 
pursue.  
 
Created a policy advocacy 
platform and coordinating 
system, called Advocates 
for Microenterprises 
(AD4ME) to promote 
collaborative research, 
dialogue, and policy 
discussion among 
stakeholders.  
 
Teamed up with Accenture 
that allowed PinoyME to tap 
the 20,000-strong workforce 
as voluntary consultants for 
the consulting phase of the 
MIS course.  
 

Partnered more schools to 
offer the university course, 
BSBA Major in Finance, for 
loan officers. 10 schools 
were preparing to offer the 
course in 2011.  
 
Received approval from 
TESDA for the curriculum 
of loan officer vocational 
course titled “Training 
Regulation for 
Microfinance Technology-
National Certificate II on 
April 2010. Graduates of 
the vocational course 
could be accepted into the 
BSBA program without 
having to start year 1.  

Convened a conference 
entitled, “Adding Value 
Through Value Chains”, to 
shift the thinking in the 
microfinance industry away 
from individual micro-
enterprises or households, 
towards value chains- the 
network of producers, 
processors, suppliers and 
buyers that add value to a 
product.  

Source: PinoyME. (2007, 2008, 2009, 2010). Annual reports.
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Exhibit 7 
 

PINOYME FOUNDATION BOARD OF TRUSTEES 
 

Chair Emeritus H.E. Corazon C. Aquino 
 

Chair Deogracias N. Vistan 
 

President & CEO Danilo A. Songco 
 

Corporate Secretary Atty. Jose Feria, Jr. 
 

Trustees Designation 
 

Senen C. Bacani Chair, La Fruitera, Inc; 2007 Ernst and Young Entrepreneur of the 
Year 
 

Victoria P. Garchitorena President, Ayala Foundation 
 

Rafael C. Lopa Executive Director, Ninoy and Cory Aquino Foundation 
 

Juan Miguel Luz Director, Centerfor Development Management, Asian Institute of 
Management 
 

Vitaliano N. Nanagas II Former Chair, Development Bank of the Philippines 
 

Manuel Pangilinan Chair, Philippine Long Distance Company 
 

Amb. Albert F. del Rosario Former Philippine Ambassador to the United States 
 

Ramon del R. Rosario, Jr. President and CEO, PHINMA Group 
 

Aniceto M. Sobrepena President, Metrobank Foundation 
 

Washington Z. Sycip 
 

Founder, Sycip, Gorres and Velayo 

Amb. Jesus P. Tambunting Chair and President, Planters Development Bank 
 

Veronica F. Villavicencio Executive Director, Peace and Equity Foundation 
 

Daniel Lacson, Jr. Chairman Emeritus, Negros Navigation 
 

Source: PinoyME. (2010). Annual report 
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Exhibit 8 
 

PROFILE OF SELECTED PMEF CLIENTS 
 

MFI Location Number of 
Clients 

Financials Background 

Ad Jesum Development 
Foundations, Inc. (AJDFI) 

Mati, Davao 
Oriental 

13,638 TA = 107.9 million 
TE = 14.1 million 
PAR= 5.92% 
NI =  949,637 
LP = 88.5 million 

AJDFI is focused on providing poor families with 
sustainable and innovative opportunities for transformation 
towards economic self-reliance and political will power for 
total human development.  

Alalay Sa Kaunlaran, Inc. 
(ASKI) 

Cabanatuan 
City 

47,000 TA = 376.5 million 
TE = 60.0 million 
PAR= 3.50% 
NI =  2.6 million 
LP = 196.4 million 

ASKI is committed to the promotion and development of 
micro and SMEs and the delivery of social services. It has 
adapted a three-pronged strategy towards creating a 
progressive community- microfinance development, 
integrated community development, and business 
development and support services.  

Hagdan Sa Pag-Uswag 
Foundation, Inc. (HSPFI) 

Cagayan de 
Oro City 

13,000 TA = 66.2 million 
TE = 21.1 million 
PAR= 2.89% 
NI =  719,884 
LP = 41.3 million 

HSPFI is dedicated to the social, economic, and spiritual 
transformation of the poor people in Mindanao. It will 
achieve this through microfinance services, capacity 
building, and community development and transformation. 

Kabalikat Para Sa Maunlad 
Na Buhay, Inc. (KMBI) 

Karuhatan, 
Valenzuela 
City 

135,000 TA = 622.8 million 
TE = 336.8 million 
PAR= 2.54% 
NI =  26.6 million 
LP = 401.1 million 

KMBI started as a church-based program and aims to help 
people in communities live in spiritual and financial 
abundance. Its ultimate mission is to transform the lives of 
their clients by providing sustainable microfinance, training, 
and demand-driven non-financial services. 

TA = Total Assets; TE = Total Equity; PAR = Portfolio at Risk; NI = Net income; LP = Loan Portfolio (Gross); All figures are in PhP 
Source: http: www.PinoyME.com 
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Exhibit 9 

SIF LENDING POLICY AND ACCREDITATION PROCESS 
 

Investment Criteria Requirements 
 

 
Prioritized Recipients of SIF 
 

 NGO or MFI operating in rural areas (or outside highly urbanized 
areas), engaged in agricultural microfinance and micro-enterprise 
development projects  

 Primary cooperatives engaged in production of products that 
already had a market 

Organizing and Management 

 People behind the organization are of good moral characters (no 
negative record, have good experience in their work, etc.); 

 Has been in existence for at least 2 years 
 Has a fairly sound governance practice (not a one-person affair, 

with working board and management, keeps records of 
transactions, etc.) 

Business Plan / Feasibility 
Analysis 

 The business  proposedfor funding is viable 
 The cost of the project will have commensurate return on the 

beneficiaries (if non-lending activity) 
 If possible, there is a simple financial projection to show that the 

loan can be repaid 

Track Record 
 Accomplishment as a group / organization 
 Awards and citations 
 If available, the financial highlights of the organization 

Fund Purpose and Impact 
 Amount of funding required 
 How the money will be used 
 Social / financial impact on end beneficiary 

Evaluation of Applications 
 Based on operational and management track record, financial 

performance and expected social impact 
 Site visits and interview of the beneficiaries 

Monitoring and Evaluation 

 Conducted bi-monthly in the first six months of the loan and 
quarterly thereafter 

 Monitoring reports shall be posted on the PMEF website to 
update social investor on the status of assistance made and 
possible improvements made by such assistance in the life of the 
intended beneficiaries 

 Interviews of end beneficiaries shall be posted on the website 
Source: PinoyME. (2010). Social Investment Fund prospectus. 
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Exhibit 10 
 

SIF PARTICIPATION OPTIONS 
 

Option Minimum 
Amount 

Purpose Fund Management Scheme Beneficiary 

Common Fund 
 

None Loans to accredited SIF 
beneficiaries 
 

Money goes into the SIF pool 
managed by PMEF 

Accredited SIF-
beneficiary to be 
chosen by PMEF 
 

Directed Fund 
 

PhP100,000 Loans to specified accredited 
SIF beneficiaries 
 

PMEF directs money to accredited 
SIF beneficiary chosen by social 
investor 

Accredited SIF-
beneficiary to be 
chosen by donor 
 

Philanthrocapitalist 
Program Non-interest 
Bearing Deposit 
 

PhP1,000,000 Loan or donation to accredited 
SIF beneficiaries or to capacity 
building fund to assist accredited 
beneficiaries 
 

Money is deposited for minimum of 
3 years with Metrobank to purchase 
government securities; interest 
donated to PMEF; principal is 
returned to owner after 3 years (or 
specific period beyond) 

Accredited SIF-
beneficiary to be 
chosen by donor 
SIF Capacity Building 
Fund 
PMEF (for operating 
overhead) 
 

Philanthrocapitalist 
Program-Directed Trust 
 

PhP1,000,000 Loans to specific accredited SIF 
beneficiaries 

Money is deposited in trust for a 
specific period in an investment 
management account managed by 
a partner bank; PMEF manages 
loan; principal returns to owner at 
the end of the period depending on 
repayment of loan 
 

Designated accredited 
SIF beneficiary 

Source: PinoyME. (2010). Social Investment Fund prospectus. 
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Exhibit 11 
 

PMEF FINANCIAL STATEMENTS, 2009-2010 
 

PINOYME FOUNDATION, INC. 
(A Nonstock, Nonprofit Organization) 
STATEMENTS OF FINANCIAL POSITION                                                June 30 
Figures in PhP 2010 2009 
ASSETS   
Current Assets   
Cash and cash equivalents 4,227,171 10,402,874 
Current portion of loans and receivables 36,418,963 7,966,427 
Available-for-sale financial assets 0 800,424 
Total Current Assets 40,646,134 19,169,725 

   
Noncurrent Assets   
Noncurrent portion of loans and receivables 12,812,724 4,009,425 
Available-for-sale financial assets 9,341,596 3,200,599 
Office equipment –net 47,325 67,598 
Total Noncurrent Assets 22,201,646 7,277,622 
TOTAL ASSET 62,847,780 26,447,347 
   
LIABILITIES AND NET ASSETS   
Current liabilities   
Accounts payable and accrued expenses 273,115 168,443 
Current portion of loans payable 35,556,646 7,878,968 
Total Current Liabilities 35,829,761 8,047,411 
   
Noncurrent Liability   
Noncurrent portion of loans payable 12,742,252 3,863,464 
Total Liabilities 48,572,013 11,910,875 
   
Net Assets   
Restricted net assets 13,967,159 14,536,472 
Unrealized gain on available-for-sale financial assets 308,608 0 
Total Net Assets 14,275,767 14,536,472 
TOTAL LIABILITIES AND NET ASSETS 62,847,780 26,447,347 

Source: PinoyME. (2010). Annual report. 
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Exhibit 11 (continued) 
 

PINOYME FOUNDATION, INC. 
(A Nonstock, Nonprofit Organization) 
STATEMENTS OF REVENUE AND EXPENSES                                      June 30 
Figures in PhP 2010 2009 
REVENUE   
Interest – net of final tax of 158,823 in 2010 and 181,175 in 
2009 5,085,377 1,386,411 
Donations 3,753,648 2,031,504 
Other income 81,316 369,516 
TOTAL REVENUE 8,920,341 3,787,431 
   
EXPENSES   
Salaries and wages 4,193,500 4,132,888 
Interest expense 2,186,730 364,524 
Advertising and promotions 942,189 489,173 
Guarantee fee 612,970 87,420 
Utilities 426,121 199,454 
Transportation and travel 162,819 209,430 
Printing and publications 122,530 105,600 
Training and seminars 107,415 161,971 
Validation fees 104,421 0 
Professional fees 74,667 129,800 
Entertainment, amusement and recreation 63,311 74,578 
Depreciation 44,263 37,799 
Office supplies 42,524 26,782 
Repairs and maintenance 23,923 23,140 
Taxes and licenses 13,112 15,590 
Membership dues 12,538 15,700 
Miscellaneous 356,621 65,173 
TOTAL EXPENSES 9,489,654 6,130,122 
   
EXCESS OF EXPENSES OVER REVENUES (569,313) (2,342,691) 
   
OTHER COMPREHENSIVE INCOME   
Changes in fair values of available-for-sale financial assets 308,608 0 
   
TOTAL COMPREHENSIVE LOSS (260,705) (2,342,691) 

Source: PinoyME. (2010). Annual report. 
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Exhibit 11 (continued) 
 

PINOYME FOUNDATION, INC. 
(A Nonstock, Nonprofit Organization) 
STATEMENTS OF CASHFLOWS                                                                    June 30 
Figures in PhP 2010 2009 
CASH FLOWS FROM OPERATING ACTIVITIES   
Excess of expenses over revenues (569,313) (2,342,691) 
Adjustments for:   

Interest income (5,085,377) (1,386,411) 
Interest expense 2,186,730 364,524 
Depreciation 44,263 37,799 

Operating loss before changes in working capital (3,423,697) (3,326,779) 
Changes in operating assets and liabilities:   
Increase in loans and receivables (37,091,793) (11,730,621) 
Increase (decrease) in:    
Accounts payable and accrued expenses 104,672 (3,238) 
Advances from related parties 0 (25,760) 
Net cash used for operations (40,410,818) (15,086,398) 
Interest received 4,921,335 1,293,188 
Net cash used in operating activities (35,489,483) (13,793,210) 
   
CASH FLOWS FROM INVESTING ACTIVITIES   
Proceeds from maturity of available-for-sale financial assets 4,221,699 3,233,907 
Acquisitions of available-for-sale financial assets (9,253,665) (4,228,182) 
Acquisition of office equipment (23,990) (16,000) 
Net cash used in investing activities (5,055,956) (1,010,275) 
   
CASH FLOWS FROM FINANCING ACTIVITIES   
Proceeds from availment of loans 62,000,000 15,000,000 
Loan repayments (25,345,635) (3,181,548) 
Interest paid (2,284,629) (364,524) 
Net cash provided by financing activities 34,369,736 11,453,928 
   
NET DECREASE IN CASH AND CASH EQUIVALENT (6,175,703) (3,349,557) 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 10,402,874 13,752,431 
CASH AND CASH EQUIVALENTS AT END OF YEAR 4,227,171 10,402,874 

Source: PinoyME. (2010). Annual report. 
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