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SMART 
MICROFINANCE 
AND THE 7 CLIENT 
PROTECTION 
PRINCIPLES Smart Microfinance is fast becoming a byword amongst microfinance 

stakeholders as more and more are working to put it into practice. But for 
someone who is unfamiliar with the industry, what is it really all about? 
Smart Microfinance is a set of seven client protection principles. In 
the simplest terms, it is about putting the microfinance client’s welfare 
above all; because a satisfied client translates to good business for the 
microfinance institution; and good business contributes to a healthier 
microfinance industry.

Transparent pricing, knowing a client’s capacity to pay, safekeeping of a 
client’s data, and fair and respectful treatment of the client by the staff 
are some requirements being emphasized as Smart Microfinance pushes 
these set of principles to become the minimum requirements in client-MFI 
business relations. One must not think though that only the client’s interest 
is being given importance to. Like a link, each good outcome is good for 
all involved. Client protection then is business and industry protection as 
well.

Through consultations and discussions with service providers, international 
networks, funders, national microfinance associations and microfinance 
institutions, the seven client protection principles have been identified (the 
six have been around for two years, and the seventh just in the middle of 
this year) to establish pro-client codes of conduct and practices. There is 
a consensus within the microfinance industry that providers of financial 
services should adhere to these core principles:

1. Appropriate product design and delivery- Providers will take 
adequate care to design products and delivery channels in such a 
way that they do not cause clients harm. Products and delivery 
channels will be designed with client characteristics taken into 
account.

2. Prevention of over-indebtedness- Providers will take adequate 
care in all phases of their credit process to determine if clients have 
the capacity to repay without becoming over-indebted. In addition, 
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providers will implement and monitor internal systems that support 
prevention of over-indebtedness and will foster efforts to improve 
market level credit risk management (such as credit information 
sharing).

3. Transparency- Providers will communicate clear, sufficient and 
timely information in a manner and language clients can understand 
so that they can make informed decisions. The need for transparent 
information on pricing, terms and conditions of products is 
highlighted.

4. Responsible pricing- Pricing, terms and conditions will be set 
in a way that is affordable to clients while allowing for financial 
institutions to be sustainable. Providers will strive to provide positive 
real returns on deposits.

5. Fair and respectful treatment of clients Financial service providers 
and their agents will treat clients fairly and respectfully. They will not 
discriminate. Providers will ensure adequate safeguards to detect and 
correct corruption as well as aggressive or abusive treatment by their 
staff and agents, particularly during the loan sales and debt collection 
processes.

6. Privacy of client data- The privacy of individual client data will be 
respected in accordance with the laws and regulations of individual 
jurisdictions. Such data will only be used for the purposes specified at 
the time the information was collected or as permitted by law, unless 
otherwise agreed with the client.

7. Mechanisms for complaint resolution -Providers will have in 
place timely and responsive mechanisms for complaints and problem 
resolution for their clients; and will use these to resolve individual 
problems and to improve their products and services.

Learn more on how to be “smarter” on client protection by visiting the 
Smart Campaign website at http://www.smartcampaign.org 

Alalay sa Kaunlaran, Inc. (ASKI)’s culture of ethical staff behaviour ensures that clients 
are always treated fairly and with respect, so that they receive the best services possible.... 
The “dos” and “don’ts” of staff behaviour is outlined in ASKI’s Code of Conduct and 
Discipline; as well as the consequences of violating the code.-from www.smartcampaign.
org interview with Ms. Mary Jane Macapagal, Research and Training Director-ASKI  



After years of helping the industry define “social 
performance” and identify indicators for SP measurement 
and reporting, the Social Performance Task Force (SPTF), 
in 2010, developed a draft of Universal  Social Performance 
Standards for double- and-triple bottom line institutions.

The microfinance professionals and stakeholders groups 
(microfinance institutions, investors, donors, NGOs, 
networks, and associations) from all over the world that 
comprise the SPTF, has drafted the Standards based on 
their contributions, the inputs of the SPTF Steering 
Committee, data reported to the MIX Market Social 
Performance Standards (SPS), and indicators and data from 
complementary social performance initiatives like the 
Smart Campaign, MFTransparency, CERISE, and Imp-Act 
Consortium.

The second quarter of 2011 was an initial comment 
period for more than one thousand members of the SPTF 
during which the review of and feedback for the draft 
were made and received. Last June’s SPTF Annual Meeting 
also provided an opportunity for further evaluation of the 
draft standards. Inputs will then be forwarded to the four 
working groups that will be formed in the third quarter 
of the year; as well as to the national networks in Latin 
America, Africa, Eastern Europe and NIS, MENA and Asia, 
for their respective country’s contribution to the Standards. 
After each region should have submitted their inputs by 
January 2012, these will be combined with the working 
groups’ so that standards will be finalized by February, and 
benchmarks will be set by SPTF’s Annual Meeting on June 
2012.

These Standards will have different uses for different 
stakeholder groups. Double-and-triple bottom line 
microfinance institutions will find them helpful in 
examining and setting expectations for social performance 
and reporting for their own institution; evaluate their 
performance against and self-regulate using these 
benchmarks.

For investors and donors, these Standards will come in 

PROPOSED UNIVERSAL STANDARDS FOR SOCIAL 
PERFORMANCE

handy when positioning their expectations and evaluating 
the social performance of investees/partners; and 
informing their due diligence and ongoing monitoring 
processes.

Networks and associations will inform membership of the 
Standards which, at the same time, will also guide them in 
positioning their expectations of members.

Social raters, auditors and other verifying/certifying agents 
will take into account these standards when designing their 
social performance evaluation products.  

As SPTF’s mandate does not include enforcement of 
these benchmarks, the evaluation and certification may 
be taken on by social raters and auditors, investors and 
donors, networks and associations and social performance-
appraising organizations. SPTF, after having convened the 
industry, and produced and established the benchmarks, 
will continue to update these Standards as they evolve 
through time; encourage their use globally; and promote 
understanding of the same within and outside the sector. 

Below is the draft SPTF Universal Standards for Social 
Performance for Double/Triple Bottom Line Institutions:

Section 1: Social Goals and Target Clients
a.  The institution has a defined social mission, clear 
social objectives, and target clients.  
b. The institution has systems in place to monitor the 
achievement of its social goals. (See Section 6 for 
specific social goals).  

Section 2: Governance and Employee 
Commitment to Social Goals
a.  Members of the Board of Directors are committed 
to the institution’s social goals
b. Members of the Board monitor the institution’s 
social performance through a formal mechanism.
c. Remuneration at the top management level 
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balances retention and fair compensation with the 
social performance objectives of the institution.
d. Social performance information is integrated into 
regular management reports and strategic planning. 
e. Each employee understands his/her specific role in 
achieving the institution’s social objectives.
f. Employees are evaluated on their job duties related 
to social performance.  

Section 3: Protecting Clients’ Rights
a. The financial institution protects clients by 
following the minimum standards for client 
protection certification, as established by the Smart 
Campaign. 
i. Appropriate product design and delivery
ii. Prevention of over-indebtedness
iii. Transparency
iv. Responsible pricing
v.  Fair and respectful treatment of clients
vi. Privacy of client data
vii. Mechanisms for complaint resolution

Section 4: Products and Services that Meet 
Client Needs
a. The institution bases product and service offerings 
on the needs and constraints of target clients.
b. The institution regularly calculates its client 
retention rate and surveys exiting clients.
c. The institution regularly collects feedback on 
client satisfaction and uses it to understand clients’ 
experiences with products, services, and staff.

Section 5: Social Responsibility to Employees
a. The institution’s human resource policies are 
transparent and protect employees.
b. The institution regularly assesses employee needs 
and satisfaction. 

Section 6: Client Monitoring
6.a If the institution has one or more of the following 
explicit social goals, the institution has systems in 
place to monitor the achievement of these goals: 

6.b  Poverty outreach – (poverty of incoming clients)  
6.c Poverty alleviation – (change in client poverty 
status)
6.d  Gender outreach 
6.e  Women’s empowerment / gender equality
6.f Employment creation
6.g  Rural outreach
6.h  Development of start-up businesses
6.i  Growth of existing business
6.j Other social goals (e.g. outreach to youth; outreach 
to indigenous people; inclusion of persons with 
disabilities)

Section 7: Responsible Financial Performance:  
Peer Group Specific—Country, Age, Scale, etc  
7.a The institution pursues operational efficiency that 
keeps costs as low as possible and allows for increased 
outreach, but without sacrificing quality of service, 
rigorous lending methodology, and responsible staff 
compensation.
7.b The institution grows at a rate that is sustainable 
and does not put clients at risk.
7.c  The institution earns a balanced return that allows 
sustainability without exploiting clients.
Appreciation and uptake of these Standards aim to 
create a microfinance environment that stands true to 
the social missions of the stakeholders thereby creating 
an industry that thrives in each other’s success.   

For more details on Universal Standards for Social 
Performance, please contact the Microfinance Council of the 
Philippines, Inc. (MCPI) or visit the Social Performance Task 
Force website at www.sptf.info.



MANAGING INFORMATION @ CARD

There is widespread recognition that Social Performance Management 
(SPM) needs to be integrated into the overall performance management 
system of a microfinance institution. The Management Information System 
(MIS) plays a crucial role in measuring a MFI in relation to its financial and 
social performance.  However, most of the information generated by a MFI’s 
MIS relate to its financial performance only.

This holds true to most of the experiences of MFIs based in the Philippines.  
This has been the case of CARD MRI – one of the largest microfinance 
institutions in the country.

Originally incorporated in 1986 as a NGO, today, the Center for Agriculture 
and Rural Development, Inc. (CARD) is known as a group of Mutually 
Reinforcing Institutions (MRI) composed of a NGO, a rural bank, a 
development institute, a mutual benefit association, a BDS foundation, 
a nonlife insurance agency, an IT company, a SME thrift bank and, most 
recently, a pharmacy that provides affordable and quality medicines to 
CARD members, staff and the community. It provides loan, savings, 
microinsurance, money transfer, BDS, training, and health package. 
Currently, CARD has more than one million clients, with thirty thousand 
new clients joining per month. 

CARD MRI is committed to:

Build sustainable financial and capacity building institutions owned 
and led by socially and economically challenged families;
Provide continued access to integrated microfinance and social 
development (credit with education, leadership with a heart, 
innovative community programs) services to an expanding 
membership base by organizing and empowering women and their 
families; and
Continue upholding the highest standards of stewardship of financial, 
human and institutional resources.

COLLECTION OF SP INFORMATION

CARD has an established Research Unit that performs regular client exit 
surveys and follow-up FGDs to understand clients’ needs and suggestions. 
In 2006, CARD has begun using the Progress out of Poverty Index (PPI) 
as a client segmentation tool to determine whether they are reaching their 
target clients as stated in their mission.  It also wanted to use PPI to drive 
management decisions such as designing appropriate products and services. 

Article, logos and photos provided by CARD MRI Research Unit 
through Mharra de Mesa
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In 2008, CARD underwent the Quality Assessment Tool conducted by the team of assessors led by the Microfinance Centre 
in Poland. In the said experience, CARD was able to gain insights as to how they can maximize the use of SP information 
they are gathering, particularly from the PPI.
 
Earlier in CARD’s experience, PPI results showed that of the total clients CARD had reached, only 33% fall below the 
National Poverty Line. This led management to think that this was due to the selection criteria of admitting new clients only 
if they are engaged in an existing business. The other reason could be that the initial loan of PhP5,000 may be excluding 
poorer clients. Subsequently, a start-up loan amount of PhP2,000 was introduced in 2008. Moreover, poverty outreach 
targets were set for the banks and NGO.

At present, the CARD management is seeing what other information can be reaped from PPI data. For instance, to establish 
a baseline for its Microsavings project, CARD Bank, with the help of Grameen Foundation, mined PPI data for savers and 
developed a dashboard report. The study found that there are poor clients with high savings balances, a finding that supports 
CARD’s belief that the poor CAN and DO save, if the savings instrument fits their need. This also confirms CARD’s move to 
intensify small balance deposits mobilization in a systematic and sustainable manner. With this kind of information, CARD 
can look at the profiles of these clients and think of ways  to reach out to clients with the same profile.

In terms of current information collection and analysis, branches manually submit data on new clients, including their PPI 
scores, on a monthly basis. Initially, the Research Unit produced census reports. However,  the total number of clients  made 
it unmanageable for the Research team. Thus, it started sampling to report on the number of clients below the $2.5/day 
poverty line. 

CHALLENGES AND RESPONSES

A number of branches fail to submit PPI scores regularly. With the establishment of CARD’s IT Company, the PPI has been 
incorporated into the MIS of both the banks and the NGO. To ensure data quality, the management decided that  Internal 
Audit conducts random validation of encoded PPI information and include its findings in branch evaluation. 

For effective IT system integration of PPI, a user guide has been provided in every branch of CARD, and training on the use 
of PPI has been conducted to Account Officers and Unit Managers to ensure accurate data collection.

CARD’s PPI integration into its Management Information System is a work-in-progress. CARD continues to learn from the 
lessons as it adjusts its system.



MERRY CHRISTMAS 
FROM CIRCLE!
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