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THE CARD MBA MICRO-INSURANCE EXPERIENCE*

I. Institutional Background and Context

A.  Brief History

The Center for Agriculture and Rural Development  (CARD) was established in 1986 as a
non-profit, non-political foundation. In April 1988 it began operations with a training and
livelihood assistance program for landless coconut workers. In January 1989, it pilot-tested a
modified Grameen Bank scheme in four villages of San Pablo City, Laguna. The results were
successful enough to become a full-scale program in 1990.

On September 1, 1997, the CARD Bank was established in San Pablo City, making CARD
the first microfinance NGO in the Philippines that underwent transformation into a bank.
Operations of CARD NGO branches were then transferred to the bank on a branch-by-branch basis
depending on their level of sustainability and on regulatory constraints imposed by the Bangko
Sentral Ng Pilipinas (BSP). CARD has already begun selling CARD Rural Bank shares to qualified
members and staff to ensure that the original goal of creating member ownership is achieved.

The Members’ Mutual Fund (MMF) was established by CARD in April 1994 for the primary
purpose of protecting loans in case of the member’s death. Since then, it has served as an
insurance fund providing death benefits and redemption of loans for its members. In December
1996, a Pension Plan was initiated to provide retirement and medical benefits to members who
have been disabled by sickness or accident, or are no longer able to engage in income-generating
activities (IGAs) due to old age.

On September 9, 1999, the management of the MMF was formally turned over to the
members. It was registered as the CARD Mutual Benefit Association, Inc. (CARD-MBA), a non-stock,
non-profit, separate legal entity wholly owned and managed by the members.

In February 2001, a full-time manager was hired to handle the day-to-day operations of
the association. A new program was also added, i.e., the ‘Marketing Assistance Program’ intended
to help the members of the association in marketing their products.

On May 22, 2001, CARD-MBA was granted a license by the Insurance Commission to
operate as a mutual benefit association, a fulfillment of its envisioned goal to transform itself into
a legitimate mutual benefit company.

B.  Mission

CARD-MBA has the following mission statement:

“CARD is a mutual benefit association formed to promote the welfare of marginalized women;
to extend financial assistance to its members in the form of death benefits, medical subsidy, pension
and loan redemption assistance; and to ensure continued access to benefits/resources by actively

                                                          
* The paper has benefited from discussions with Alexander Dimaculangan, Manager of CARD-MBA. Acknowledgments are due
to the CARD-MBA Board, management and staff for providing the data needed for the documentation.
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involving the members in the direct management of the association that will include implementation
of policies and procedures geared towards sustainability and improved services.”

C.  Legal and Organizational Structure

CARD-MBA is registered with the Insurance Commission and is governed by a Board of
Directors who are elected from among its members. Members of the Board have a one-year term
and are provided with honoraria on a per meeting basis. A small team of full-time personnel
headed by the Manager handles the association’s day-to-day operations.  MBA Coordinators, who
are members of the association, are assigned in each of the areas where CARD operates (Figure 1).
They are elected by the CARD its branch’s general membership. The members of the Board of
Directors are elected among these MBA coordinators.

A Board of Advisers composed of people from the top management of CARD act as
advisers to the Board of Directors in an ex-officio capacity (Figure 1). This body provides advisory
support in matters related to management of the MBA and is intended to be a temporary
arrangement while the Board of Directors builds up its governance and management capabilities.
The Board of Advisors is envisioned to eventually relinquish its role from the Board of Directors as
soon as the latter is able to effectively handle the Association’s operations. Specifically, this means
that the following are achieved: The results of external audit are positive; there is an effective
management of changes in the organization; with no serious complaints against the management
and Board; and, that the original mission of the MBA is carried out, i.e., to help members and their
families overcome risks. CARD has an existing management contract with the MBA as advisors in
the Board.

Figure 1
CARD MBA Organizational Structure
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D.  Funding Source

Funding for the MBA is basically sourced from the members’ weekly contributions. Each
member contributes P5.00 every week to the association in the course of his membership. At the
time of transfer of these contributions from CARD to CARD-MBA in 1999, the fund amounted to
about P4.0 million. As of year-end 2002, gross contributions of members reached P48.9 million,
while the fund balance of the association stood at P24 million.

E.  Socio-Demographic Profile

The CARD-MBA headquarters is in the same location as the CARD Bank in San Pablo City, in
the southern tip of the province of Laguna in the island of Luzon. It is home to seven lakes –
Sampaloc, Muhicap, Calibato, Pandin, Palakpakin, Ymabo and Bunot – that are teeming with
aquatic life. All serve as ideal destinations for eco-tourists. Sampaloc, the largest among the seven
lakes, is dotted with restaurants along its shoreline that serve Flilipino and Chinese cuisine.

San Pablo has a total land area of 21,400 hectares or 214 square kilometers, with a
population of 207,927. Agricultural land comprises 18,208 hectares or about 85 percent of total
land area. The city is basically a coconut-based agricultural economy. Ingenious farming practices
and scientific techniques have maximized the productivity of the agricultural land by
intercropping coconut with fruit trees like lanzones, rambutan, citrus, banana, coffee and
perennial plants such as pineapple, papaya, corn and vegetables.

San Pablo City is well within the ambit of the CALABARZON masterplan. It is the center of
trade, commerce and major services of neighboring municipalities and cities like Calauan,
Alaminos, Nagcarlan and Rizal in Laguna; Dolores and Tiaong in Quezon; and Lipa City in Batangas.
San Pablo is fast becoming the hub of regional operations for several government agencies and
private companies. A concentration of regional offices of the national government in the area
continues to draw clientele from different provinces of Region IV.

II. Market and Clientele

The client members of the MBA are the borrower-members of CARD, which essentially is a
captive market. CARD targets landless women who have monthly per capita income of P1,500 and
below. In terms of marketable household assets, CARD designates a cut-off of P150,000.00 to
qualify a borrower into the lending program, which is consistent with the capital limit for inclusion
in the microfinance market as specified under RA 8425.1

MBA Coordinators, who are also members of the association, are assigned in each of the
branch where CARD operates (Figure 1). Through these coordinators, feedback is channeled from
members at the center level. The MBA coordinator, who is also a member-borrower of CARD,
coordinates with the center chiefs and branch manager. This linkage from top-to-bottom and
bottom-up allow for a timely and high quality feedback mechanism. This mechanism is likewise
useful whenever a new product, change or innovation is about to be introduced to the members,
in order to guarantee its wide acceptance.

                                                          
1 Otherwise known as the poverty alleviation act.
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III. Environmental Factors

Competition for membership in the micro-insurance market is virtually nil in areas where
CARD operates. While there is competition for clients in the credit market in areas where CARD is
present, it is not necessarily so in the case of micro-insurance. Hence, CARD-MBA is not in direct
competition with any institution where it operates. Presumably, the lack of competition is due to
the fact that micro-insurance is relatively new to the Philippine microfinance sector.

On May 22, 2001, CARD-MBA was granted a license by the Insurance Commission to
operate as a mutual benefit association. Supervision by the Commission, however, has so far been
very minimal.

IV. Products and Services

The CARD-MBA provides a micro-insurance program for the poor. It has the following
products for its members:

A. Life Insurance

In the life insurance program, the member pays a weekly contribution of five-pesos (P5.00)
every week. The contribution covers the member, her legal spouse, single and minor children
(children below 21 years of age) and children over 21 years old who are unmarried but are
disabled and incapacitated to engage in any gainful employment.

The amount of life insurance and disability benefit are as follows:

1. P3,000.00 for members who have been with the association for less than two (2) years;
2. P16,600.00 for those with two (2) or more years of membership;
3. P3,000.00 for the legal spouse and dependents of members with less than two (2)

years of membership; and
4. P6,000.00 for the legal spouse and dependents of members with at least two years of

membership.

The legal spouse and dependent’s life insurance cover is co-terminus with the member’s
participation in the association.

B. All Loans Insurance Package (ALIP)

The All Loans Insurance Package (ALIP) is a modified loan redemption scheme that used to
be the sole product under the erstwhile Member’s Mutual Fund (MMF). It gives full protection to
members who borrow from any participating lending institution while also protecting the lending
institution by ensuring 100 percent collection of loans extended to members in case of death.

CARD-MBA charges 1.5 percent of the loan amount as loan redemption fee regardless of
loan size. It is a one-time contribution for every loan granted to the member. Upon receipt and
approval of the proof of death, CARD MBA pays: (i) the lending institution the outstanding balance
of the loan at the time of death; and (ii) the beneficiary the paid portion of the loan at the time of
death. This package is on top of the life insurance benefit the MBA pays from its insurance
program.
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Annex 2

CARD Mutual Benefit Association, Inc.
Statement of Assets, Liabilities and Fund Balance

2001 – 2002

Audited
2001 2002

ASSETS
Current Assets:

Cash on Hand – Proper
Cash on Hand – PCF
Cash advance to Officers and Employees
Cash in Bank – GEN
Cash in Bank – LIF
Cash in Bank – LRF
Cash in Bank – PF
STI Accrued Int. Recble – TD LIF
STI Accrued Int. Recble – TD LRF
STI Accrued Int. Recble – TD PF
Accounts Receivables
Prepaid Insurance
Prepaid Rent

4,235.40

25,824,275.78

1,739,070.58
315,771.80

50.00
4,000.00

10,476,502.00
12,758,417.00
11,599,066.00
24,862,411.00

630,113.50
572,615.00

1,261,512.30
3,056,772.20

TOTAL CURRENT ASSETS 27,883,353.56 65,221,459.00

Property and Equipment (Net) 177,816.10 742,287.00

Long-term Investments:
Notes Receivables
LTI Stock Private
LTI Bonds Government

Other Assets:
Supplies Inventory
Other Deposits

11,009.78

4,000,000.00

155,950.00
TOTAL ASSETS 28,072,179.44 70,119,696.00

LIABILITIES AND FUND BALANCE
Current Liabilities:

Accrued Expenses Payable
Account Payable

29,976.24
52,492.83

63,427.00
81,763.00

Long-term Liabilities:
Provision for Reserve – LIF
Provision for Reserve – LRF
Trust Liability – Provident Fund

4,852,291.86
4,252,035.32
7,449,519.71

12,003,125.00
10,097,615.00
23,696,757.00

Fund Balance 11,435,863.48 24,117,009.00

TOTAL LIABILITIES AND FUND BALANCE 28,072,179.44 70,119,696.00


