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UNIVERSAL
STANDARDS FOR SPM
LAUNCHED
After eighteen months of industry consultation and feedback-gathering,
the Universal Standards for Social Performance Management (USSPM) was
launched during the annual meeting of the Social Performance Task Force
(SPTF) last June 6-7 in Jordan. The USSPM is a set of management standards
that apply to microfinance institutions pursuing a double bottom line.
To achieve this set of standards, institutions must:
1.Define and Monitor Social Goals
a.The institution has a strategy to achieve its social goals.
b.The institution collects, reports, and ensures the accuracy of client-level
data that are specific to the institution’s social goals.
2. Ensure Board, Management, and Employee Commitment to
Social Goals
a. Members of the Board of Directors are committed to the institution’s
social mission.
b. Members of the Board of Directors hold the institution accountable to its
social mission and social goals.
c. Senior management sets, and oversees implementation of, the institution’s
strategy for achieving its social goals.
d. Employees are recruited, evaluated, and recognized based on both social
and financial performance criteria.
3. Treat Clients Responsibly
a. The institution determines that clients have the capacity to repay without
becoming over-indebted and will participate in efforts to improve market
level credit risk management.
b. The institution communicates clear, sufficient and timely information
in a manner and language clients can understand so that clients can make
informed decisions.
c. The institution and its agents treat their clients fairly and respectfully, and
without discrimination. The institution has safeguards to detect and correct
corruption as well as aggressive or abusive treatment by their employees and
agents, particularly during the loan sales and debt collection processes.
d. The institution respects the privacy of individual client data in accordance
with the laws and regulations of individual jurisdictions and only uses client
data for the purposes specified at the time the information is collected or as
permitted by law, unless otherwise agreed with the client.

e. The institution has timely and responsive mechanisms for complaints and problem
resolution for their clients and uses these mechanisms both to resolve individual
problems and to improve products and services.
4. Design Products, Services, Delivery Models and Channels That Meet
Clients’ Needs and Preferences
a. The institution understands the needs and preferences of different types of clients.
b. The institution designs products, services, and delivery channels in such a way that
they do not cause clients harm.
c. The institution’s products, services, delivery models and channels are designed to
benefit clients, in line with the institution’s social goals.
5. Treat Employees Responsibly
a. The institution follows a written Human Resources policy that protects employees
and creates a supportive working environment.
b. The institution communicates to all employees the terms of their employment and
provides training for essential job functions.
c. The institution monitors employee satisfaction and turnover.
6. Balance Financial and Social Performance
a. Growth rates are sustainable and appropriate for market conditions, allowing for
high service quality.
b. The institution’s financing structure is appropriate to a double bottom line
institution in its mix of sources, terms, and desired returns.
c. Pursuit of profits does not undermine the long-term sustainability of the
institution or client well-being.
d. The institution offers compensation to senior managers that is appropriate to a
double bottom line institution.
Meeting these Standards means “strong” social performance management (SPM)
practices for an institution.
Building on the work of key initiatives such as Imp-Act Consortium, CERISE, Smart
Campaign, MFTransparency, MicroSave, International Labor Organization, MIX,
social rating agencies, and investors’ due diligence, the Standards is a response to
the SPTF members’ demand for clear standards for strong SPM for microfinance
institutions; the industry’s desire to refocus microfinance on the client; and the
members’ demand for guidance on how to strengthen SPM.
The Standards will have different uses for different stakeholders but it is not
compulsory. SPTF expects a gradual implementation of the practices as they are
crucial in the implementation of the institution’s social goals.
The Standards and essential practices, additional good practices, and frequently
asked questions (FAQs) on USSPM are discussed in detail in the SPTF website
www.sptf.info. These can also be found in the MCPI conference website
www.2012mcpiconference.tk under conference materials (Universal Standards for
Social Performance Management by Ms. Laura Foose).
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CLIENT PROTECTION
DOES MATTER
Authors: Jesila M. Ledesma,VeenaYamini. A,
and Amit Garg

What do microfinance clients think about client protection? Do the client
protection principles really matter to them? In particular, how important
are the seven client protection principles (CPPs) that Smart Campaign
developed and are now adopted or endorsed by many microfinance
stakeholders? To answer these questions, MicroSave developed a Servqual
tool and used it to conduct a study with 547 clients from eight financial
institutions across three Asian countries- India, Bangladesh and the
Philippines between February 2012 and May 2012. This article summarises
the key results from these three country studies and advocates for adoption
of the tool to listen to clients and use data to bring client protection into
practice.
All the seven CPPs are considered important by clients in all three
countries. However, when asked to rank them on their relative importance1,
the top three turned out to be ‘Fair and Respectful Treatment’ followed by
‘Transparency’ and ‘Prevention of Over-Indebtedness’.

CPP ranking by Country
Client Protection Principles
1.Fair and Respectful Treatment of Clients
2.Transparency
3.Prevention of Over-Indebtedness
4.Appropriate Product Design and Delivery
5.Responsible Pricing
6.Privacy of Client Data
7.Mechanism for Complaint Resolution
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Fair and Respectful Treatment of Clients. Clients value being treated with dignity. Respectful
and understanding attitudes from the MFI staff encourage them to form a lasting relationship with the
organisation. In some places in India, clients mentioned that if staff behaves badly, they would switch
to another organisation. In the Philippines, some groups mentioned staff qualities such as kindness,
understanding, perseverance, patience, punctuality to meetings, and respectfulness – as demonstration of
fair and appropriate treatment. This makes the case for a stronger CPP implementation to stay ahead in
the competitive microfinance markets such as India and the Philippines.
Transparency. Clients appreciate having clear information to help them make decisions. In the
Philippines, clients considered this important as this principle helps them to plan better, develop trust in
the MFI, and avoid over-indebtedness. Clients want to have clear understanding of terms and conditions
of the products – especially the loan – to be able to decide if they can meet the repayment obligations. In
India, many respondents also referred to the need to explain the terms and conditions to their husbands
to get their approval – hence the importance of transparency for them. Next to clear understanding of
terms and conditions, comes regular and accurate update of passbooks / loan cards / savings records.

1

Only clients in India and the Philippines were asked to rank the principles.
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Prevention of Over-indebtedness is the third top-ranked principle as clients
perceive the state of over-indebtedness to bring difficulties, which they can avoid
with the support of MFIs. Filipino clients in particular appreciate when the MFI’s
staff conducts an adequate assessment of the loan repayment capability of the clients
before granting loans. Moreover, the conduct of proper loan evaluation can help
the client clarify the need for loan and where repayment will come from. In times
of repayment problems, clients value the opportunity to talk to the staff and to
negotiate for flexible repayment period matching the clients’ cashflow within an
agreed time frame.
The use of the MicroSave tool2 has encouraged clients to freely talk about client
protection. The discussion provided added benefits of increasing client awareness
on CPPs, and inputs for MFIs to improve social performance practices, particularly
to build effective programmes to enhance financial awareness and better customer
service.

For more details on the tool and methodology, a series of Briefing Notes (BN) on the tool and results are published by MicroSave. Please click
on the BN title to download the file: MicroSave Briefing Notes #125 Developing a Tool on Client Protection for and with Clients, #126
What Makes ServQual a Distinctive Tool for Client Protection, and #127 Client Protection Lessons for the Microfinance Sector.You may also
visit the MicroSave website at www.microsave.org for other relevant materials.
2

The following are an overview of social performance practices shared by Ahon sa Hirap,
Inc. (ASHI); Center for Agriculture and Rural Development, Inc. (CARD); and Negros
Women for Tomorrow Foundation, Inc. (NWTF) during the SPM Peer Learning Forum
on March 1-2, 2012 at the Bayleaf Hotel, Intramuros, Manila.

Internal Audit Unit of
Ahon sa Hirap, Inc.
Ms. Mila M. Bunker, President

Following its vision to inspire, deliver, and share with
its clients, Ahon sa Hirap, Inc. (ASHI) has aligned its key
result areas to reflect the different dimensions of social
performance. ASHI’s paradigm is centered on giving small
loans that require small but frequent repayment.

ASHI was motivated by the setbacks caused by a repayment crisis in 1994 to rehabilitate its system and include a
mechanism for internal audit. As opposed to the old paradigm where the auditor was more concerned with the
compliance to financial policies and procedures, the auditors now check to see if the social objectives are aligned
with the documents being audited.
ASHI’s Internal Audit Unit became operational in May 2011. The unit is involved in the management of financial
and reputation risks, and long-term sustainability. The internal audit serves as a control in the organization that
evaluates the adequacy and effectiveness of other controls.
In ASHI, the objectives of internal auditing are to: 1) review the reliability of financial, operational and social
information; 2) review systems to ensure ASHI’s compliance to policies, laws and regulations and how it
safeguards its assets; 3) appraise economy and efficiency of safeguarding assets; 4) review operations and programs
against ASHI’s vision-mission-goals; 5) asses internal processes; and 6) ensure integration of financial and social
audit to achieve positive results in the double bottom line.
ASHI’s audit activities look into the six identified social performance management standards of the organization :

SPM STANDARDS

AUDIT ACTIVITIES

1. Governance and Staff
Commitment

• Review of policies closely guided by VMG (Ex: relevance of loan windows in
poverty alleviation).
• Immediate feedback/comments during post-audit meetings.

2. Client Protection

• Included in loan portfolio audit is validation of PPI and LUC and ensuring
adherence to loan limits
• Surprise cash and field audits to discourage, if not totally eliminate, unethical staff
behavior.
• Review of financial performance includes cost analysis to assist in transparent and
responsible pricing.

3. Products and Services

• Review of policies includes assessment of loan terms and conditions as they impact
member-clients.
• Audit of payroll and staff benefits includes validation of adherence to relevant
labor laws covering all phases of HR management (recruitment, training and
development, separation).
• Validation of exit cases.
• Provide audited financial reports as source of financial information/financial
indicators in evaluating the double bottom line.

4. Social Responsibility to Staff
5. Client Monitoring
6. Responsible Financial
Performance

Reports generated during the audit are post-audit or exit notes, monthly and quarterly reports for the President
and Board, and urgent audit findings and recommendations to the President with copies to concerned department
heads.
Mainstreaming social performance as part of the internal audit functions keeps ASHI on track on how it is moving
forward in relation to achieving its mission. It also keeps ASHI conscious to being more responsive and responsible
to its different stakeholders, especially to the clients it serves.

7

Market Research and Product
Development of CARD-MRI

Melany Viajante, Assistant Research and Technical Manager
Floyd Machura, Research Assistant

The Center for Agriculture and Rural Development, Inc. - Mutually Reinforcing
Institutions (CARD-MRI) is composed of nine organizations. These are CARD NGO, CARD
Bank, CARD MBA, CARD Development Institute, BDSFI, CARD Insurance Agency, SME
Bank, CARD IT, and BotiCARD.
		
CARD recognizes the importance of product development and market research in
segmenting its clients, as in the case of poverty profiling. In this manner, it has become more
adept at addressing the needs of its clients. Likewise, product development and market
research aid the institution in sustaining its business model, as it uses the results of research
and development to manage risks that arise in the market.
When developing a new product, CARD begins with qualitative and quantitative research of
the market. A pilot program is prepared based on the findings of its research. It is then tested
for a defined period of time before the pilot is evaluated to ensure that effective delivery
mechanisms of the new product are in place. Finally, CARD undertakes the necessary
preparations until the new product is finally rolled out to all the branches concerned.
Product development and market research in CARD follows the 8Ps Framework: Product
design, Price, Promotion, Positioning, Place, Physical evidence, People, and Process.
CARD was motivated by the high dropout rate that they had in 1999 to conduct a Client
Satisfaction and Exit Survey. The results of which inspired them to respond to the needs
of their member-clients, especially the socially and economically challenged families.
Thus, to provide continuous access to integrated microfinance and social development,
CARD focused on its product development. Through market research and new products,
CARD manages to uphold the highest standards in its stewardship of financial, human, and
institutional resources.
Some of the challenges faced by CARD with respect to product development and market
research include the lack of adequate quality control and compliance to the processes that
have been set in place. Another issue is the inadequate and inconsistent training that is given
to staff. There is also the limited capacity to use the available poverty data because not all
CARD branches are using the e-system yet. Finally, the analysis and information from the
use of PPI is limited to the poverty outreach that CARD participates in.
Other challenges were identified with respect to the need for a dedicated team; preferably
a pool of experts headed by a consultant to perform the research. Likewise, when the new
product is rolled out, capable staff who are knowledgeable about the product are also needed
to market it. Another set of challenges concerns the post-pilot implementation stage. First,
there is the issue of the readiness of a client to accept a new product. Second, it is rare for
products to have “one-size-fits-all”. A product may be applicable in one area but may not be
applicable in another.

Management Information System
of Negros Women for Tomorrow
Foundation, Inc.
Mr. Gilbert Maramba, Research Manager
Edrich Dadivas, MIS Officer

Negros Women for Tomorrow Foundation, Inc. (NWTF)’s motivation to set-up a
management information system (MIS) started when they decided to do a census to get a
clear picture of what was happening to the clients. The data from the MIS would also serve
as a warning of its clients at risk.
The MFI’s current MIS contains three different systems that are linked by an identifier:
Loan tracking, PPI, and insurance. As a move to upgrade the current system, it intends to
consolidate all data into one self-developed integrated system.
It is through the MIS that NWTF generates reports that support the review of its policies on
client targeting. It also helps define the necessary procedures to achieve its social objectives.
Findings from the MIS also lead to the introduction of new microfinance products.
To assure the quality of the social performance data in its MIS, NWTF performs random
checks on the data. The organization also invests in training its staff and getting them to be
committed to do their part to gather quality information for the databases.
One of the current challenges of the NWTF MIS is data integrity which is necessary in
determining its PPI. There are also issues on the accuracy of encoding at the level of the
encoder, where typographical errors still occur. NWTF has come up with several solutions
to overcome these challenges: First is the conduct of random interviews with the staff
to monitor data entry into the MIS. It also verifies and validates for accuracy of the data;
one method used is to limit allowed field values for the data in the MIS. NWTF has also
integrated SPM into its day-to-day operations and devised a system to manage data encoding.
Through the MIS, reports that can help in identifying specific areas where there might
be issues will be generated. From the report, management can then isolate the block and
concentrate on problematic segments. In this manner, the MFI will become more efficient.
NWTF emphasized that investing in SPM has proven beneficial to the MFI. SPM reveals
inconsistencies in the data; and conflicts between word-of-mouth reports and the real
figures. SPM and the MIS make the MFI more efficient and can lead to changes in
methodology. From NWTF’s experience, MFIs can re-allocate resources based on the
findings of the reports generated by the MIS.
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NATCCO GENERAL ASSEMBLY
AGREES TO FORM SP-GE
COMMITTEES
Dado Luna, DevCom Officer
LAHUG, CEBU CITY – While the new Philippine Cooperative Code of 2008
requires cooperatives to create Audit, Election, Ethics and other Committees, the
National Confederation of Cooperatives (NATCCO) Network has gone one step
ahead.
The 2011 NATCCO Gender Congress has pushed for the creation of a Social
Performance-Gender Equity (SP-GE) Committee that will “ensure the integration
of Social Performance Management and Gender Equity throughout the Network”.
Thus, all the member-cooperatives of the NATCCO Network, including those that
will join in the future, will be required to organize such a committee. This will also
prepare cooperatives much ahead for the Cooperative Code’s requirement for all
cooperatives to undergo social audit.
“This is in accordance with the International Year of Cooperatives’ spirit and theme
of cooperative enterprises building a better world. We must make it clear to coop
leaders that coops have a bottomline beyond just money – we have People, Planet,
Prosperity, and Peace”, said outgoing Gender Representative Emma Nieva of MSUIIT MPC, who was elected in 2010 and has been succeeded this year by Ms. Divina
Quemi of the Nueva Segovia Consortium of Cooperatives.
Ms. Nieva presented the Gender Congress Resolutions to the May 27 General
Assembly that adopted the following as GA Resolutions: 1) For NATCCO to
require member-coops to integrate SPM in their operations, in accordance to RA
9520, requiring coops to undergo social audit; 2) Creation of a SP-GE Committee
in the NATCCO BOD and its member-coops– mainly to ensure integration of
SPM and gender equity throughout the Network; 3) Allotment of percentage of the
Coop Community Development Fund to SP-GE-oriented projects (e.g. a disaster
risk reduction project in the community where the coop is located; and promotion
of eco-friendly technologies among others); and 4) Commend outgoing Gender
& Development Committee Chair Emma Nieva for a “job well done as Woman
Representative to the BOD”.
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