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Introduction  

Background 
 

 

 

The Regional Fisheries Livelihoods Programme RFLP, which began activities in September 

2009, is funded by Spain (USD 19.54 million) and will operate for four years in Cambodia, 

Indonesia, the Philippines, Sri Lanka, Timor-Leste, and Viet Nam. RFLP management, 

including the Regional Manager, the Technical Advisor and the Information Officer are based 

in the Food and Agriculture Organization (FAO) Regional Office for Asia and the Pacific (RAP) 

in Bangkok, Thailand. Each country has a national RFLP office located in the main area of 

RFLP geographic focus. 

 

The RFLP addresses the following issues in South and South-east Asia: 

 

 The failure to manage the interface between fisheries and the wider external 

environment; 

 Over-fishing, declining stocks and catch per unit effort and threatened aquatic 

species; 

 The vulnerability of poor small-scale fisher communities and their livelihoods 

 Spoilage of aquatic product along the distribution chain and low income for small-

scale fishers for their product; and 

 Limited development focus on poor small-scale fisher communities, limited access to 

microfinance services and extremely limited supplementary and/or alternative 

livelihood options.  

 

The primary stakeholders and target beneficiaries are: (i) coastal fishers, processors, traders 

and their families, their organizations and their communities, including the local authorities 

and; (ii) government organizations and institutions responsible for the administration, 

management, and development of the coastal fisheries at local, district/province and 

national levels. 

 

The RFLP outcome will be: 
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‘Strengthened capacity among participating small-scale fishing communities and their 

supporting institutions towards improved livelihoods and sustainable fisheries resources 

management’. 

 

Major RFLP outputs will be: 

 

(1) Co-management mechanisms for sustainable utilization of fishery resources;  

(2) Improved safety and reduced vulnerability for fisher communities;  

(3) Improved quality of fishery products and market chains;  

(4) Strengthened and diversified income opportunities for fisher families;  

(5) Facilitated access to microfinance services for fishers, processors and vendors; and 

(6) Regional sharing of knowledge in support of livelihood development and reduced 

vulnerability for fisher communities and of sustainable fisheries resource 

management. 

 

Purpose of the scoping mission 

 

After the finalization of the National Inception Workshops and the National Coordinating 

Committees, there is a general concern among the RFLP countries that Output 5, Facilitated 

access to microfinance services for fishers, processors and vendors, will be difficult to 

achieve, because there are no RFLP funds for credit, as seed money for savings schemes, or 

revolving funds. There is an urgent need to establish strong links among the implementing 

institutions, banks and other organizations that can provide such services as well as to 

provide wider information on the utility of this output for the improvement of small-scale 

coastal fisher community livelihoods. 

 

The Food and Agriculture Organization (FAO) has engaged the services of the Asia-Pacific 

Rural and Agricultural Credit Association (APRACA) to conduct a regional study on financing 

small-scale fishers, fish traders and fish processors in the sites served by the Regional 

Fisheries Livelihood Program (RFLP).  
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The study aims specifically to: 

 

1. Assess the prevailing major financial gaps in RFLP areas; 

2. Identify potential partners (financial institutions, NGOs, associations, etc.); 

3. Identify the best ways for the RFLP to achieve output 5; and 

4. Identify the most suitable pilot sites to implement the recommendations. 

Consultancy team and schedule of activities 
 

 

The services provided by the APRACA were delivered through five APRACA National 

Consultants (NCs) hired within five of the six RFLP countries, a Regional Mission Supervisor 

(Dr. Enrique Navarro), and two Regional Mission Advisors (Mr. Benedicto Bayaua and Mr. 

Xavier Tezzo) making a consultancy team composed of eight APRACA members.  
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It is to be noted that it was first planned that the mission would benefit from the results of 

the Baseline Surveys presently on-going in all RFLP covered countries. Unfortunately, the 

results were not available at the time of the scoping mission. Therefore the consultants were 

asked to take advantage of their field visits to collect available preliminary data.  
 

 

 

 

The activities were scheduled as indicated below: 

 

 

APRACA Scoping Mission: Scheduled activities Starting the: Ending the: Duration: 

Literature review; field visits of the project areas; discussions with 
potential partners; identification of financial gaps; definition of 
the pilot sites; suggestions of local appropriate microfinance 
schemes 

29/11/10 19/12/10 21 days 1 

Internal Workshop: Internal discussions of the APRACA 
consultancy team in Bangkok: Gathering of the results, 
preliminary discussions about the respective retained strategies. 
Finalization after the Workshop extension 

06/01/11 09/01/11 4 days 

Regional Microfinance Workshop: APRACA presentation of the 
field findings and the retained microfinancial strategies.  
Organization of plenary discussions/round tables with external 
participants. 

 
07/01/11 

 
1 day 

Return of the consultants in their respective countries; report to 
the National RFLP representatives; finalization (in unison with 
these latter) of the microfinance-related work plans. 

10/01/11 17/01/11 7 days 1 

 

 

APRACA was not able to get a qualified national candidate in time for the 32-day input in 

Timor Leste. As an alternative to this regional scoping mission in the case of Timor Leste, 

APRACA decided to organize a 3-day scoping mission along which a FishFinance Workshop 

(February 8-2011) with the main stakeholders was held in Dili by the two Regional Mission 

Advisors. The latter was intended to present the RFLP to the stakeholders, learn quickly about 

the prevailing issues, identify partners, and obtain their preliminary commitment. 
 

The “FishFinance Workshop” initiative was replicated as a complementary source of 

information in the case of the Philippines (Dipolog, December 3,2010), Viet Nam (Hue, 

December 17,2010), and Indonesia (Kupang, December 14,2010).  

 

                                                 
1
  This activity slightly varies from one country to another 
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Structure of the report 

 

This report consolidates the individual reports of the APRACA national consultants: One 

(letter numbered) chapter is dedicated to each RFLP country.  The author couples them with 

his/her regional thematic study on the microfinance environments - sector development, 

main microfinance actors, supervision and regulation - prevailing in each country2. The latter 

constitutes Part 1 of each chapter.  
 

 

For each chapter, Part 2 depicts the geographic coverage of the NCs’ scoping mission along 

with the survey techniques used during the study. Last but not least Part 3 provides the RFLP 

with APRACA recommendations on how the RFLP can better address its output 5. 
 

 

While the author took the liberty to modify the structure of some individual reports in order 

to bring a common structure, efforts were made to conserve the views of each national 

consultant. The author refers the readers to the authors of individual reports for any 

additional details to the present document. 

 

Listed below are the respective names of authors:  

 

(A) Cambodia -  Mr. Om Seng Bora  

(B) Indonesia – Mr. Luhut Siahaan 

(C) The Philippines – Mr. Luisito Dapanas Uy 

(D) Sri Lanka – Mr. Sextus Dayananda 

(E) Timor-Leste – Mr. Benedicto Bayaua & Mr. Xavier Tezzo 

(F) Viet Nam – Mrs. Bui Thi Thai 

 

Last but not least, the reports A, B, D, and F have also been produced in the local languages. 

These can be requested from the RFLP.  

 

                                                 
2
 Thematic study was realized in July 2010. Documents used along the related-literature review are listed in the 

bibliography. 
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A/ Kingdom of Cambodia/ Preăh Réachéa Anachâk 
Kâmpŭchéa  

Summary 

By Dr. Enrique Navarro (APRACA Scoping Mission Team Leader) 

 

Findings of the scoping mission 
 

A household needs an average capital of US$ 75.00-3,000.00 per year to make a boat, buy fishing 

equipment and supplies, repair the boat and equipment, and engage in microbusiness, crop farming 

and animal husbandry.  
 

The fishing communities have access to both formal and informal money lenders. Local money 

lenders and middlemen charge 10-15 percent monthly interest on loan usually under the condition 

that fishers shall sell their catch to them at 30-40 percent lower than the market price. 
 

The formal sources of capital available in the surveyed fishing communities are PRASAC, ACLEDA, 

AMK, AMRET, SAMIC, SATHAPANA, and TPC. Among these microfinance institutions, AMK seems to 

have the most potential for addressing the financing needs of the target clientele in the fishing 

communities based on interest rate, credit approach, availability of micro-insurance, reputation of 

having a good balance of financial and social performance, and large area of operations. 
 

The respondent fishing community members have expressed reservation in getting loans from MFI 

and banks for the following major reasons: no collateral to offer, fear of repayment, and uncertainty 

on where to use the loan (no business idea and plan). 
 

Seven fishing communities have credit and savings groups but limited in size, scope and lack of good 

management. According to the respondents, the credit and savings groups are not performing well 

because small scale fishers: 
 

1. Do not fully understand the importance of community-based credit and savings groups; 

2. Lack financial literacy; 

3. Do not trust the organizers of community-based credit and savings groups; 

4. Have had bad experiences with previously organized savings groups; and 

5. Find the amount of credit and savings too little for benefits.  
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Also, results showed that among the five identified NGOs that can be tapped for other services, 

American Friend Service Committee (AFSC) is the most favored to assist in sharing alternative 

livelihood that can be linked to the fishery livelihood activities. 
 

The members of the fishing communities were not aware of available MFIs and NGOs as well as the 

services they offer, had very limited source of income mostly coming from fishing-related ventures; 

and lacked financial literacy. Respondents (fishers) expressed concern over decreasing volume of 

catches. The fishing communities looked forward to have access to microfinance services from MFIs, 

community-based credit and savings groups, personal and family savings services, loan insurances 

and financial education. 
 

Another important finding revealed that the religious beliefs of Muslims limited them from 

benefiting in the financial services provided by the MFI. Muslims are constrained from borrowing 

because they believe that loans should not bear interest. 

 

APRACA Recommendations 
 

A strategic partnership with MFI should be established to facilitate access to financial services for the 

small-scale fishers including Muslim fishers and entrepreneurs considering the most needed products 

and services. 
 

Community-based credit and savings groups that are owned and managed competently by members 

must be strengthened by giving the proper trainings and guidance through specialized institutions 

including existing NGOs in the subject areas. 
 

A culture of savings for both personal and family needs must be developed among the small-scale 

fishers and behavior re-shaped for a positive life change through pockets of coherent training 

programs. 
 

Partnerships with suitable MFIs like AMK and NGOs like AFSC (non-financial services such as 

livelihood trainings, improving market access and access to information and technology) must be 

initiated. A framework to integrate the financial and non-financial services for the small-scale fishers 

had been illustrated for the guidance of the RFLP. 
 

Tom Nub Rolok in Preah Sihanouk, Chroy Savan in Koh Kong and Trapeang Sangke in Kampot were 

recommended as pilot sites for the FishFinance project based on the following selection criteria:  

1. Size of small-scale low-income fishers; 
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List of Acronyms  

 

AFSC  American Family Service Committee 

AMK Angkor Microheranhvatho (Kampuchea) Co.,Ltd 

CFI  Community Fisheries 

CORIN Coastal Resource Institute 

CMI Cambodia Microfinance Institute 

CMA Cambodia Microfinance Association 

CWDCC Children and Women Development Centre in Cambodia 

FAA  Fine Arts Association 

FACT  Fisheries Action Coalition Team 

FiA  Fisheries Administration 

KHR Cambodian Riel (currency) 

MAFF  Ministry of Agriculture, Forestry and Fisheries 

MoE  Ministry of Environment 

MPC  Mlup Promvihearthor Centre 

NCDD  National Committee for Decentralization and Deconcentration 

UNEP  United Nations Environment Program 
 

Note: This list is complementary to the one provided at the beginning of the present report.  
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1. Country context 
 

1.1. Country profile at a glance 

 
 

 

 
 

 

 

 

 
 

 

 

 

 

 

 The country, bordered by Thailand, 

Lao PDR and Viet Nam, is divided into 

23 provinces and the capital. These 

provinces are further subdivided into 

26 municipalities and 159 districts. 

 
 

 Ruled by the Khmer Rouge from 

1975 to 1979, the country faced 

economic isolation, centrally planned 

economy, subsequently 20 years of  s 

civil war which deeply affected the 

economy. 

 
 

 Cambodia is one of the poorest countries in the world. More than 80 percent of the 

working people rely on the agriculture sector while 85 percent of the population live in 

rural areas. The country is also characterized by a very young population.   

 

 Political structure: It is a multi-party liberal democracy under a constitutional monarchy 

with His Majesty Norodom Sihamoni as King, and Samdech Hun Sen as Prime Minister. 
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1.2. Microfinance sector development 

 
 

As a consequence of the decades of internal conflicts in Cambodia, the country has suffered 

from a significant depletion of its human resources and a destruction of its infrastructure. 

Moreover, the abolition of banking activities under the Khmer Rouge regime impeded the 

development of its financial sector which is consequently still at a rudimentary stage 

(NABCONS, 2007). 

 

Until 1989, the country had a mono-banking system: the National Bank of Cambodia (NBC) 

operated through its provincial branches. At that time, microcredit was not widespread and 

was not provided by Non-governmental organizations (NGOs). But in 1989 a structural 

reform was initiated, allowing the formation of private commercial banks. Despite its 

undeveloped banking system, Cambodia was among the first to put into place the 

fundamentals of a market-oriented policy framework.  The country’s first private commercial 

bank was established in 1991. 

 

But these commercial banks did not serve the poorest and microfinance really started only in 

the early 1990s through the NGOs; many of the the latter were at first involved with 

humanitarian work among refugees along the Thai border. After the Paris Peace Accord was 

signed in 1991 and the homecoming of the refugees, these NGOs started to provide 

microfinance services to fill in the gaps left by the banking sector. Additionally, with the 

international recognition of a new Government in 1993, aid started to flow through these 

NGOs in Cambodia.  
 

 

 

 

In 1996 the Central Banking Law was promulgated and the National Bank of Cambodia (NBC) 

was established as the country’s Central Bank. More appropriate definitions were 

established for banking activities. The legal framework for banks was updated. A licensing 

system was designed in order to allow microfinance institutions (MFIs) to work under the 

supervision of the NBC. 
 

Since 2004, the microfinance sector in Cambodia has become an industry with a lot of 

different actors. However, most of them are located in urban areas. But recently, about 85 
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percent of the population is living in the rural areas. Phnom Penh and other major cities 

have received the greatest benefits from the recent microfinance development (NABCONS, 

2007).   

1.3. Microfinance actors, supervision and regulation  
 

 
As described earlier, if the country is characterized by a newly and undeveloped banking 

system, the financial activities are even scarcer in rural areas (APRACA, 2007). Below are the 

major microfinance service providers at the two levels-the retail and the wholesale actors. 
 

 

1.3.1. Retail microfinance actors 
 

1.3.1.1. Non-governmental organizations (NGOs) 

 

With about 90 different organizations, NGOs remain the most important credit providers in 

rural Cambodia. They generally have an integrated approach combining microfinance with 

community development activities. 

Group lending is the predominant approach and many of them use the village banking 

concept: groups of 100-200 members are formed and managed by a village credit 

committee. The loan is generally issued on a 6-month basis and members have compulsory 

savings requirements where members control group savings and use these savings for 

lending among members. 

NGOs in Cambodia are not registered; neither supervised nor regulated by any institution 

(see Table A2). According to recent studies (APRACA, 2007), NGOs’ management and staff 

lack the expertise in managing savings and loan schemes. In 2000, the NBC amended the 
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regulations in order to transform them into licensed MFIs, according to their scope of 

operations3. 

One should notice that some international NGOs are still offering subsidized loans, which 

represent an unfair competition for other credit providers in the same area and additionally 

undermine the credit culture on a longer term (NABCONS, 2007) 

1.3.1.2. Licensed microfinance institutions (MFIs) 

 

Following the Government promotion and facilitation of NGO transformation, there were 

already 18 licensed MFIs operating in Cambodia by 2008. Some of them were also formal 

companies which have acquired the license. 
 

 

The licensed MFIs are supervised and regulated by a special unit of the NBC. A special 

additional license to mobilize or take deposits from the public is issued to those that meet 

certain standards (see Table A2). 
 

 

 

Most of these MFIs serve a huge number of clients and have achieved financial 

sustainability. Some of them have even started the process of their transformation into 

commercial bank. However to attain such sustainability, they often had to restrict their 

operations to urban and semi-urban areas. 

 

1.3.1.3 ACLEDA Bank 

 
 
While the activities of commercial banks remain concentrated in the urban centers and are 

not targeting the poor, ACLEDA Bank is an exception. Formerly an NGO, ACLEDA has the 

largest network in both urban and rural areas, having a total of 156 branches in 2007. 

                                                 
3
 One of the criteria for an NGO to become a licensed MFI is to have an outstanding loan of US$ 250,000.00  or 

more; or at least 1,000 borrowers. 
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Supported by international donors since its establishment, the Bank provides both 

commercial banking and rural microfinance services. 
 

 

 

The ACLEDA Bank is regulated and supervised by the NBC and is authorized to collect 

deposits from the public (see Table A2). 
 

 

 

However, it appears that although the Bank has succeeded in establishing branches in 

remote areas, it does not directly serve the very low-income households who perceive 

interest rates as high and the requirements too complicated (Badiola, 2007). 

1.3.1.4. Informal finance 

 
There is a thriving informal financial system in Cambodia which includes moneylenders, 

ROSCAs4, family, neighbors, friends, etc.  These informal sources of credit are frequently 

used by the poorest but particularly famous in rural areas for their easier access, flexible 

repayment, personal relationship and lack of better alternatives (NABCONS, 2007). 

 

1.3.2. Wholesale microfinance actors 
 
 

1.3.2.1. Rural Development Bank (RDB) 

 

 
The Rural Development Bank was set up by the Government in 1998 as a State-owned apex 

institution to promote rural finance and microfinance in Cambodia. Its Board of Directors is 

composed of the Chairman and CEO, one representative of the Ministry of Economy and 

Finance, one representative of the Council of Ministers, one representative from NGOs 

active in Cambodia, one representative of the licensed commercial banks active in 

Cambodia, one representative of the Ministry of Rural Development and one representative 

of the personnel of the RDB. 
 

                                                 
4 Rotating Savings and Credit Association 



 

 

 

 

 

 27 

Initially providing retail microfinance services, the RDB now focuses on wholesale services. 

Its mandate is to provide financing and training facility to licensed MFIs and commercial 

banks involved in rural finance.  

It received a banking license to operate initially as a specialized bank. The RDB is registered 

at the Ministry of Commerce. The RDB operates under the financial and guardianship of the 

Ministry of Economy and Finance (MEF) and under the control of the National Bank of 

Cambodia (NBC; see Table A2). 
 

 

The Government of Cambodia used to provide capital for supporting rural microfinance. 

Today, RDB takes a significant role in mobilizing domestic and foreign financial capital that 

makes provisions for availability of funds for rural microfinance.  
 

1.3.2.2. Other Commercial Banks 

 

While most of commercial banks have only developed their retail microfinance services in 

the urban areas (see 1.3.1.3), it is now common for some of them to extend wholesale credit 

lines to rural microfinance providers, especially to enhance their image (see Table A2). 

Table A1. Microfinance actors, supervision and regulation in Cambodia / Source: APRACA, 
2007 
 

Type of MFI 
Regulation 

Authority 

Supervision 

Authority 

Microfinance 

Activities 

Formal 

Licensed MFIs NBC NBC Loans and  Savings
5
  

Commercial Banks NBC NBC 
Savings and Loans

6
 

 Wholesale funding 

Rural Development Bank NBC NBC Wholesale funding 

Semi-formal NGOs None None Savings and Loans 

Informal finance None None Savings  and Loans 
 

 

 

                                                 
5
 Additional license is needed for the collection of savings. 

6
 ACLEDA Bank is the only commercial bank providing retail microfinance services in the rural areas. 
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1.4. Microfinance funding and supporting organizations 

 

1.4.1. Funding organizations 
 

International donors have started to promote microfinance development in Cambodia after 

1993 and the international recognition of the new Cambodian Government. As a 

consequence, funds have started to flow in the country mainly through NGOs. Currently, the 

financial activities of numerous NGOs of Cambodia are financially supported by agencies 

such as Kreditanstalt fur Wiederaufbau (KfW), United Nations Children’s Funds (UNICEF), 

International Fund for Agricultural Development (IFAD), and United States Agency for 

International Development (USAID). 

On the other hand, in order to motivate commercial banks and licensed MFIs to operate in 

rural areas, a special fund was issued by the Asian Development Bank (ADB) and channeled 

through the Rural Development Bank (see 1.3.2.1)   

 

1.4.2. Supporting organizations  
 

 

The RDB remains to be the major supporting organization that is mandated to provide 

trainings and technical support for MFI’s despite intervention of international donors 

mentioned previously. The identified international donors provide the same support to 

NGO’s within the framework of their programs. 

Lastly, the Cambodian Microfinance Association (CMA) is a microfinance platform formally 

established by a group of seven (7) MFIs in 2004. Since its creation, CMA has grown to 18 

members in 2009. 
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It is meant to share information, organize trainings, and publish benchmarking reports. The 

association, which is recognized by the NBC, has a nine-member Board of Directors and a 

five-person General Secretariat7. 

 
 

2. APRACA Scoping Mission 

 

2.1. Geographic coverage 

 
Out of 15 fishing communities (CFis)8 covered by the RFLP-Cambodia within the four 

provinces of Preah Sihanouk, Koh Kong, Kampot, and Kep, eight CFis were retained to be 

covered by the present study. The selection was made based on the geographical 

accessibility, the availability of the CFi committees and members, the density of population, 

and other considerations of the RFLP-Cambodia representatives.      

 

Below is a short summary of the CFis covered by the survey. 

 

 Chumpou Khmao (Preah Sihanouk province) 

 

Chumpou Khmao CFi was established on 19 May 2004 and obtained agreement on 

community fishing area on 17 October 2008. Located in Chumpou Khmao village, Tuol 

Torteung commune, Prey Nup district, Preah Sihanouk province, the community consists of 

200 members and 11 people involved in the CFi committee. The fishing areas of the 

community are composed by rice fields, freshwater canals and the coastal area, covering 

about 2,670 hectares. 

                                                 
7
 Currently AMRET as Chairman and Hattha Kaksekar as Vice-Chairman. 

8
 These CFIs were established to guarantee a participatory fishing area management, a sustainable fisheries 

resources management, ensure the equitable fisheries resources benefit sharing, enhance fisher’s livelihoods 

through participatory integrated development and raise fishers’ ownership on their natural resources.         
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The main livelihood activities of the local people were:  

 

- Fishing (70 families) 

- Farming (50 families) 

- Aquaculture (3 families) 

- Growing vegetables (10 families) 

- Chamkar - vegetable restaurant (1 family) 

- Small-scale trading (7 families) 

- Dried shrimps and Ki processors (101 families) 

 

The fishing equipment used by the community members are fish and crab gillnets, crab 

traps, trawlers, leader lines, ground rod with 50 rowing boats, and seven motorized boats. 

 

 Banteay Prey (Preah Sihanouk province) 

 

Banteay Prey was established on 16 May 2004 and obtained an agreement on community 

fishing area on 17 October 2008. Located in Banteay Prey village, Andong Thmor commune, 

Prey Nup district, Preah Sihanouk province, it consists of 282 members and 11 community 

committee members. The CFi area is composed of rice fields, freshwater canals and the 

coastal area covering about 2,229 hectares. 

 

The main livelihood activities of the local people are:  

 

- Fishing (250 families) 

- Farming (272 families) 

- Aquaculture (5 families) 

- Growing vegetables (30 families) 

- House builders (15 families) 

- Small-scale trading (50 families) 

- Processing for household consumption 

 

The community members use fish and crab gillnets, manual trawlers, and leader lines as 

fishing equipment. The CFi counted 32 rowing boats and eight motorized boats. 
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 Tumnup Rolok (Preah Sihanouk province) 

 

Tumnup Rolok CFi was established on the 23rd November 2005 under the support of the 

Fisheries Administration cantonment and local authorities. It obtained an agreement on 

community fishing area on the 17th October 2008. Located in Tumnup Rolok Commune, 

Steung Hav District, Preah Sihanouk province, the CFi counted 1,369 members and 11 CFi 

committee members. The coastal fishing area is about 1,189 hectares. 

 

The main livelihood activities of the local people were: 

 

- Fishing (942 families) 

- Aquaculture (88 families) 

- Gardening for household consumption  

- House builders (24 families) 

- Small-scale trading (41 families) 

- Processors (6 families) 

 

The fishing equipment and boats used by the community members are fish gillnets, leader 

lines, crab traps and 535 motorized boats. 

 

 Chhroy Svay (Koh Kong province) 

 

Chhroy Svay CFi was established in 2005 under the support of AFSC and technical support 

from Fisheries Administration cantonment in Koh Kong in cooperation with local authorities. 

The CFi is located in Chhroy Svay Lech village, Chhroy Svay commune, Srey Ambil district, 

Koh Kong province. The CFi is fighting against illegal fishing. They have a cow and buffalo 

bank, and operate three (3) savings groups. The total membership of the CFi is 891, with 11 

CFi committee members. 

 

The main livelihood activities of the local people are:  

 

- Fishing (159 families) 

- Farming (322 families) 
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- Growing vegetables (14 families) 

- Repair shops (6 families) 

- Chamkar (93 families) 

- Small-scale trading  

- Transportation (2 families) 

- Major livestock (20 families) 

- Chicken raising (637 families) 

- Cow and buffalo raising (371 families) 

- Duck raising (35 families) 

- Pig raising (414 families) 

- Business (2 families) 

- Processors for household consumption 

 

The main fishing equipment used by the community members are: 

 

- Coastal: fish, crab, and shrimp gillnets, fish and crab traps, manual trawlers, spears, 

leader lines (with and without hooks), squid fishing lines, snail hitting; 

- Freshwater: gillnets, traps, ground rods, manual gillnets, cast nets, fishing lines, eel 

traps. 

 

The fishing boats used by the members consist of 43 rowing boats and 93 motorized boats. 

 

 Koh Kchhong (Koh Kong province) 

 

Koh Kchhong CFi was established in 2003 under the facilitation of Fisheries Administration 

cantonment in Koh Kong and AFSC. It is located in An Chaert village, Chi Khor Krom 

commune, Srei Ambel district, Koh Kong province. The coastal fishing area measures 12,635 

hectares. The community has received support from AFSC on rice bank, animal (chicken, pig, 

and buffalo) bank, sugarcane planting groups, and vocational trainings (skills). The total 

membership of the CFi is 461 people, with nine people constituting the CFi committee. 

 

The main livelihood activities of the local people are: 
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- Fishing (214 families) 

- Farming (190 families) 

- Growing vegetables (25 families) 

- Repair shops (5 families) 

- Chamkar (83 families) 

- Small-scale trading (30 families) 

- Business (20 families)  

- Processors for household consumption (300 families)  

 

The fishing equipment used by the CFi members are shrimp, fish and crab gillnets, crab 

traps, leader lines, and manual trawlers. They have a total of 7 rowing boats and 107 

motorized boats. 

 

 

 Ou Krasar (Kep province) 

 

Ou Krasar CFi was established in 2009. It is located in Ou Krasar village, Ou Krasar commune, 

Damnak Chang Oeur district and Kep province. The CFi counts 123 members of which nine 

are women. From the 11 people involved in the community committee, two are women.  

 

The major issues addressed by the CFi are deforestation of mangrove and illegal fishing 

activities, including small mesh size net and electrofishing.  

 

The major livelihoods are fishing, rice farming and livestock raising. The newly established 

CFi’s fishing area demarcation is under drafting process.  

 

 Trapaing Ropov (Kampot province) 

 

 

Trapaing Ropov CFi was established on 26 December 2002. It is located in Trapaing Rovop 

village, Prek Thoat commune, Teuk Chhou district and Kampot province. Currently, amongst 

the population of 961 families totalling 2,596 persons there are 314 CFi members, of which 

101 are women.  From the seven people involved in the CFi committee, two are women.  
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The major issues addressed by the CFi in this area are similar to that of Ou Krasar, namely, 

deforestation of mangrove and illegal fishing activities, including small mesh size net and 

electrofishing.         

 

The major livelihoods are fishing, rice farming, livestock and trading located along the 

national road. The CFI’s fishing area is on the coast, which covers an area of 1,251 ha. There 

are 314 families doing fishing. A numbers of fishing trawlers are in place and most of the 

people involved are not CFi members.    

 

 Trapaing Sangke (Kampot province) 

 

Trapaing Sangke community fisheries (CFi) were established on 10 August 2009. They are 

located in three villages of Trapaing Sangke, Kampong Kes and Trapaing Thom, Trapaing 

Sangke commune, Teuk Chhou district and Kampot province. Currently, among the 

population of 3,005 families, with a total of 5,575 persons (1,025 are Muslim) there are 

2,027 women CFI members.  From the nine people constituting the community committee, 

two are women.  

 

The major issues in the locale are deforestation of mangrove, and illegal fishing activities - 

including small mesh size net and electrofishing.  

 

The major livelihoods are fishing, rice farming, and livestock. The CFi’s fishing area measures 

337 ha. There are 876 families doing fishing. Most of the fishers go fishing out of the 

community.  

 

 

2.2. Survey process 

 

2.2.1. Survey Team 
 

 

 

 

 
Despite the time constraint due to the numerous activities happening simultaneously in RFLP 

Cambodia at the time of the study, the project had allocated three staff in rotation to 

support the facilitation of field visits. They are as follows:  
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 Mr. Om Seng Bora: APRACA National Consultant, Team leader 

 Mr. Yos Chanthana: Consultant for Fisheries Co-management, Assistant  

 Miss. Khim Wirya: Community Development and Livelihood Consultant, Assistant 

 Mr. Net Chantha: Consultant for Post Harvest and Marketing Aquatic Products 

Assistant 
 

 

 

 

In order to identify the right target informants and design the right survey tools for the 

interviews and focus group discussions (FGD), the following preliminary information were 

obtained from the RFLP-Cambodia team: 

 

Table A2. Socio-demographic and socio-economic information on the Cambodia’s RFLP sites 

 

Stakeholder 
Groups/Outputs 

Stakeholder Groups Population 
Preah 

Sihanouk 
Koh Kong Kampot & Kep 

Co-management CFI fishers 9,4479 1888 1952 5607 

Non-CFI fishers 18,170 5,259 10,302 2,609 

CFI committee members 105 20 15 16 

Commune councilors 80 16 12 16 

FiA Cantonment and 
Inspectorate 

16 5 4 4 

Provincial Department of 
Environment 

4 1 1 2 

Community Fisheries 
Development Department 
(CFDD/FiA) 

5    

Provincial based NGOs 
(CORIN, CWDCC, SEAFDEC, 
AFSC, FACT, DPA etc.) 

9 2 2 4 

Safety at sea 

 

Boat owners/skippers 800 34 34 20 

Boat builders 30 12 13 8 

Crew members 2,500 35 35 26 

Commune councils 80 16 12 16 

Navy representatives 9 3 2 3 

FiA Cantonment and 
Inspectorate 

16 5 4 4 

                                                 
9
 Sources from the CFI management plan from the Fisheries Administration 



 

 

 

 

 

 36 

Stakeholder 
Groups/Outputs 

Stakeholder Groups Population 
Preah 

Sihanouk 
Koh Kong Kampot & Kep 

Provincial Department of 
Meteorology 
representatives 

4 1 1 2 

Department of Fisheries 
Affairs representative 

5    

 Department of 
Transport/Ministry of 
Public works, Transport, 
Tele-communication 

4    

Post-harvest and 
marketing 

CFI fishers 9,447 1,888 1,952 5,607 

Non-CFI fishers 18,170 5,259 10,302 2,609 

CFI committee members 105 20 15 16 

Traders and middlemen 
(wholesalers; retailers and 
transporters) 

100 17 15 18 

Commune councilors 80 16 12 16 

FiA Cantonment and 
Inspectorate  

16 4 4 4 

Department of Fisheries 
Post-harvest, Technology 
and Quality (DFPTQ)  

5    

Provincial based NGOs 
(CORIN, CWDCC, SEAFDEC, 
AFSC, FACT, DPA etc.) 

9    

Livelihoods/income 
diversification 

CFI fishers 9,447 1,888 (95) 1,952 (95) 5,607 (98) 

Non-CFI fishers 
18,170 5,259 (98) 

10,302 
(99) 

2,609 (96) 

CFI committee members 105 20 15 16 

Commune councilors 80 16 12 16 

FiA Cantonment and 
Inspectorate 

16 4 4 4 

Relevant provincial 
agencies (Agriculture; 
Women Affairs; 
Environment)  

12 4 4 4 

Central FiA staff (CFDD; 
GWG; D…) 

18    

Provincial based NGOs 
(CORIN, CWDCC, SEAFDEC, 
AFSC, FACT, DPA etc.) 

9    

Microfinance CFI fishers 9,447 1,888 1,952 5,607 

Non-CFI fishers 18170 5,259 10,302 2,609 
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Stakeholder 
Groups/Outputs 

Stakeholder Groups Population 
Preah 

Sihanouk 
Koh Kong Kampot & Kep 

CFI committee members 105 20 15 16 

Banks agencies 
representatives 

24 5 5 5 

 
 

 

2.2.2. Survey tools 
 
 

 
The survey tools employed in RFLP Output 5 focused on the following aspects:  

 
- Identification of the different target beneficiaries under Output 5 

- Inventory of the operating MFIs in the covered areas and the financial services they 

offer 

- Identification of target groups (lending gap) and defining pilot sites in the RFLP 

covered areas 

- Identification of potential partners (financial institutions, NGOs, other projects, etc) 

- Designing appropriate microfinance-related strategies to be further implemented 

under the RFLP.  

 
Specifically, the table below provides the summary of the survey tools developed in 

consultation with the RFLP Cambodia team, its respective target informants and purposes:  

 

 Table A3. Summary of survey tools  
 

Tools and Methodologies Target informants Appendices 

1. Desk review and 
study of related program 
information and 
documentations. 

RFLP project 
management and staff 

 Scoping Mission PPN 
 Geographic coverage 
 MF Thematic Study 
 Progress Report 
 VSLA Guideline 

Purpose: 

 To understand the RFLP project background; 
 To understand the purpose of the scoping mission; 
 To understand the status and requirement for the program output; 
 To prepare the survey tools; and 
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 To select the project sites, prepare schedule and logistics for the field visits.  

 

Tools and Methodologies Target informants Appendices 

2. Survey 
questionnaire and 
interviews with CFI 
members and non-
members. 
3. Survey interview 
with processors and 
vendors. 
4. Focus group 
discussion with CFI 
committee. 

CFI members and non-
members 

CFI committees 

 Survey questionnaire with CFI 
members and non-members   
 Survey questionnaire with 
processors and vendors 
 Focus group discussion 
questionnaire with CFI committee   

Purpose: 

 To understand CFI members and non-members profile and identify the target groups;  
 To understand CFI members and non-members’ sources, levels, and patterns of    incomes; 
 To identify the need for capital for CFI members and non-members; 
 To identify current sources of capital used by CFI members and non-members; 
 To determine the adequateness of existing  services offered by MFIs and NGOs; 
 To understand the level of awareness on the available MFIs and NGOs‘ services; 
 To understand the barriers of access to financial institutions’ services; 
 To understand the level of awareness on the community credit and savings groups; 
 To understand additional products identified as needed by fishing communities; and 
 To understand fishing communities common challenges. 

 

Tools and Methodologies Target informants Appendices 

5. Survey questionnaire with MFIs Potential MFIs partners  Survey questionnaire 
with MFIs   

Purpose: 

 To understand the MFIs background and status; 
 To understand the MFIs products and methodologies; 
 To understand the MFIs coverage areas; 
 To understand the specificities of products and methodologies used in fishing communities; 
 To understand MFIs’ challenges in lending to fishing communities; 
 To determine the need for other non-financial services;10 and  
 To identify potential MFI partners and obtain their preliminary commitment and/or 
 conditions. 

                                                 
10

 These may include, but not limited to, personal empowerment, financial education, skills training, technical 
support existing credit and savings group, access to information, access to technology and access to market. 



 

 

 

 

 

 39 

Tools and Methodologies Target informants Appendices 

6. Survey questionnaire with 
NGOs. 

Potential NGOs partners    Survey 
questionnaire with NGOs 

Purpose: 

 To understand the NGOs’ project background and livelihood program activities; 
 To understand the NGOs’ project coverage areas and target beneficiaries; 
 To identify appropriate NGO services for RFLP target beneficiaries; 
 To identify NGO supporting community-based credit and savings groups initiatives; 
 To understand NGOs’ challenges and solutions to address RFLP output 5; and  
 To identify potential NGO partners and obtain their preliminary commitment and/or 
  conditions. 

 
 

2.2.3. Survey schedule 
 
 

In consultation and coordination with the RFLP Cambodia team, the table below provides the 

visit schedule set in each area:  

 
 Table A4. Schedule for Preah Sihanouk Province 
 

 

Date Communities CFi committee CFi Member 
FAO Support 

staff 

12 Nov 
Chumpou 

Khmao 
FGD (11 members) 

(8:30-9:30 am) 
4 members 

(9:30 -12:00) 
Chanthana 

12 Nov Banteay Prey 
1 FGD (11 members) 

(1:30-2:30 pm) 
4 members 

(2:30-5:00 pm) 
Chanthana 

13 Nov Tomnup Rolok 
1 FGD (11 members) 

(8:30-9:30 am) 
4 members 

(9:30 -12:00) 
Wirya 

 
Table A5. Schedule for Koh Kong Province 
 

Date Communities CFi committee CFi Member 
FAO Support 

staff 

15 Nov Koh Khchang 
1 FGD (11 
members) 

(8:30-9:30 am) 

4 members 
(9:30 -12:00) 

Chanthana 

16 Nov Chhroy Svay 
1 FGD (11 
members) 

(1:30-2:30 pm) 

4 members 
(2:30-5:00 pm) 

Chanthana 

 
 



 

 

 

 

 

 40 

Table A6. Schedule for Kampot and Kep Province 
 
 

Date Communities CFi committee CFi Member 
FAO Support 

staff 

17 Nov Trapaing Ropov 
1 FGD (11 
members) 

(8:30-9:30 am) 

4 members 
(9:30 -12:00) 

Wirya and 
Chantha 

17 Nov 
Trapaing 
Sangke 

1 FGD (11 
members) 

(1:30-2:30 pm) 

4 members 
(2:30-5:00 pm) 

Wirya and 
Chantha 

18 Nov Krasar (Kep) 
1 FGD (11 
members) 

(8:30-9:30 am) 

4 members 
(9:30 -12:00) 

Wirya and 
Chantha 

 

2.3. Results, analysis and interpretation of the survey 

 

 

After the conduct of the scoping mission, results showed that most of the CFIs from the 

various identified provinces mainly earn from fishing. Specifically, all CFIs except Banteay Prey 

reported to get 40 to 50 percent of their income from fishing. Rice and vegetable farming 

and animal husbandry came in next with 30 percent; sale of labor ranked next that resulted 

to 14 percent; and finally with the least percentage of 13 percent, the micro-business and 

services came last.  

Furthermore, the findings revealed that the average monthly income for the eight identified 

CFIs was US$ 200 at maximum and US$ 62 at minimum. It was also found out that Trapeang 

Sangke had the least minimum income of US$ 25, while Chroy Svay generated a maximum 

income of US$ 500, which was the greatest among the eight CFIs.  For more detailed 

information, the table below shows the summary of findings:  
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Table A7. Understanding the source of community income 

 

 

No Name of CFis Province 
Total # of 

CFis 
members 

Percentage of Source  
of Community Income 

Average 
household 

income for CFI 
members per 

month 
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sh
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g 
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ab

le
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 r
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u
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b
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u

r 

M
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m
 

M
ax
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1 ChumpouKhmao 
Preah 

Sihanouk 
200 50% 30% 10% 10% $100 $150 

2 Banteay Prey 
Preah 

Sihanouk 
282 30% 50% 10% 10% $45 $150 

3 Tumnup Rolok 
Preah 

Sihanouk 
1369 50% 10% 30% 10% $35 $100 

4 Chhroy Svay Koh Kong 891 50% 30% 10% 10% $100 $500 

5 Koh Kcchang Koh Kong 461 50% 20% 10% 20% $75 $150 

6 Ou Krasar Kep 123 40% 40% 10% 10% $75 $250 

7 Trapaing Ropov Kampot 314 40% 20% 10% 30% $40 $200 

8 
Trapeang 

Sangke 
Kampot 2027 40% 40% 10% 10% $25 $100 

 
Average 

 
44% 30% 13% 14% $62 $200 

 

 

Table A7 above categorizes the common sources of income of the fishing communities into 

four types. They are in order of importance: 

 

1) Fishing activities: 44 percent 
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2) Rice and vegetable farming, and animal husbandry:  30 percent  

3) Sale of labor: 14 percent 

4) Microbusiness and services: 13 percent 

The average monthly income per household is ranging from US$ 62 to US$ 200 while the two 

observed extremes are respectively US$ 25 (minimum in Trapeang Sangke) and US$ 500 

(maximum in Chroy Svay).  
 

Table A8. Understanding the capital needs of households and its usage 
 

No Name of CFis Province 

Average capital 
need per household 

per year 
(Min-Max) 

Use of capital for 
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1 
Chumpou 

Khmao 
Preah 

Sihanouk 
US$ 1,200 1 1 1 1 1 

2 Banteay Prey 
Preah 

Sihanouk 
US$ 500 1 1 1 1 1 

3 Tumnup Rolok 
Preah 

Sihanouk 
US$ 1,500-US$ 3,000 1 1 1 1 1 

4 Chhroy Svay Koh Kong US$ 1,000-US$3,000 1 1 1 1 1 

5 Koh Kcchang Koh Kong US$ 250-US$ 500 1 1 1 1 1 

6 Ou  Krasar Kep US$ 500-US$ 4,000 1 1 1 1 1 

7 Trapaing Ropov Kampot US$ 500-US$ 3,500 1 1 1 1 1 

8 
Trapeang 

Sangke 
Kampot US$ 75-US$ 3000 1 1 1 1 1 

  Average US$ 75-US$ 3,000 100% 100% 100% 100% 100% 
 

 
 
Based on FGDs held with the CFi committees and interviews with fishers in all areas visited 

as presented in Table A8, it can be stated that the average capital need per household per 

year ranged from US$ 75 to US$ 3,000. The usage of the capital according to the 

respondents is as follows: 
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1) Making boat 

2) Buying fishing equipment and materials 

3) Boat and equipment repairs 

4) Microbusiness 

5) Farming and animal husbandry 

 

Table A9. Understanding the fishing communities’ access to informal source of capital 
 
 
 
 
 
 
 

No Name of CFis Province 

Informal Source of Capital 

P
er
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n

al
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g 

R
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e 

M
o

n
ey

 le
n
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M
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C
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d
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o

u
p

 

1 Chumou Khmao Preah Sihanouk 1 1 1 1 1 

2 Banteay Prey Preah Sihanouk 1 1 1 1  

3 Tumnup Rolok Preah Sihanouk 1 1 1 1 1 

4 Chhroy Svay Koh Kong 1 1 1 1 1 

5 Koh Kcchang Koh Kong 1 1 1 1 1 

6 Ou Krasar Kep 1 1 1 1 1 

7 Trapaing Ropov Kampot 1 1 1 1 1 

8 TrapaingSangke Kampot 1 1 1 1 1 

  AVERAGE 100% 100% 100% 100% 88% 
 
 

 

 

 

 

 

 

As indicated in Table A9 above, it appears that the CFIs had access to both informal and 

formal sources of capital. 
 

The informal sources mainly identified are the following:  
 

1) Personal and family savings 
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2) Borrowing from relatives and friends; 

3) Borrowing from local moneylenders/middlemen; and 

4) Borrowing from the community based credit and savings groups. 
 

It should be noted that while borrowing from local moneylenders/middlemen was usually 

easy; it represented some other issues for the CFi members. The interest rates offered by 

moneylenders can be up to 15 percent per month. Also, a common practice of the 

middlemen was to offer loans to fishers on a condition of monopolizing the fishers’ catch:  

on the resulting captures, the borrowers had no choice but to sell back their products which 

can be up to 40 percent lower than the market price (hereinafter referred as “sell-back” 

agreement).  

 

Table A10. Formal sources of capital and potential MFI partners 
 
 
 
 

No 
Name of 

CFis 

Formal Source of Capital Why preferred this provider? 
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Chumpou 
Khmao 

 1 1 1    AMK 1 1  1 1 

2 
Banteay 

Prey 
1 1 1 1 1   AMK 1 1  1 1 

3 
Tumnup 

Rolok 
1 1  1 1 1  NA      

4 Chhroy Svay 1 1  1    NA      

5 Koh Kcchang 1 1  1    NA      

6 Ou Krasar  1 1 1 1 1   AMK 1 1  1 1 

7 
Trapaing 

Ropov 
1 1 1 1 1   NA      

8 
Trapaing 
Sangke 

1 1 1    1 All     1 

  
 

88% 
 

100% 63% 88% 50% 13% 13% AMK 38% 38%  0% 38%  50% 
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As presented in Table 10 above, the main identified formal sources of capital available in the 

covered project areas are: 
 

1) PRASAC: 100 percent (MFI: financial products offered mainly individual loans) 

2) ACELEDA: 88 percent (Commercial bank: financial products offered include individual 

loans, savings, and money transfers) 

3) AMK: 88 percent (MFI: financial products offered include individual and group loans, 

savings, and loan protection insurances) 

4) AMRET: 63 percent (MFI: financial products offered-  individual and group loans, and 

savings) 

5) SAMIC: 50 percent (MFI: financial products offered- individual loans, savings, and 

loan protection insurances) 

6) SATHAPANA: 13 percent (MFI: financial products offered- individual loans and 

savings), and 

7) TPC: 13 percent (MFI: financial products offered -individual and group loans). 
 

 

From the above, AMK (Angkor Mricroheranhvatho [Kampuchea] Co., Ltd) appeared to be  

the most suitable MFI candidate for the RFLP to further develop a formal partnership under 

output 5. This recommendation was based on the following: 

 
 

 

1)  Expression of CFI committee members on low interest rate, options for group or individual 

lending, offer micro-insurance product and well known by the CFIs members; 

2) AMK’s reputation to have a good balance and reputation of financial and social 

performance; 

3) Out of three potential MFIs identified for partnership (PRASAC, AMRET, and AMK), only 

AMK responded to the survey conducted; 

4) AMK covers a large portion of the RFLP-Cambodia geographic coverage. 
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Table A11. The fishing communities’ additional capital needs and main barriers  

 

No Name of CFis 

Additional 
average 
capital 

need (per 

household 
per year) 

Barriers to access loans from MFIs/Banks 
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1 ChumpouKhmao US$ 1,000   1 1 1 1 1 1 1  

2 Banteay Prey US$ 250    1       

3 Tumnup Rolok US$ 2,000 1 1         

4 Chhroy Svay US$ 1,000 1 1  1     1 1 

5 Koh Kcchang US% 500 1 1  1       

6 Ou Krasar  US$ 500    1       

7 Trapaing Ropov US$ 1,000 1 1  1       

8 Trapaing Sangke US$ 1,500 1 1  1    1   

  US$ 969 63% 6%  13% 88% 13% 13% 13% 25% 25% 13% 

 

 

Table A11 summarizes the identified barriers to access loans from MFI’s/Banks associated 

with the additional average capital need (per household annually). Survey results showed 

that the average need for additional capital amounted to US$ 969 per household annually. 

The observed capital needs in the CFIs visited ranged from US$ 250 (minimum in Banteay 

Prey) to USD 2,000 (maximum in Tumnup Rolok). Respondents expressed some common 

difficulties in accessing loans from MFIs and banks; the main reasons identified were: 
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1) No collateral: 88 percent 

2) Fear of not being able to repay the loans: 63 percent 

3) No business idea/plan: 63 percent 

4) Too high interest rate: 25 percent 

5) Too slow disbursement/processing: 25 percent 

6) Need for group liability: 13 percent 

7) Loan term is not short enough: 13 percent 

8) Amount proposed are too small: 13 percent 

9)  Too many documents (complicated procedure): 13 percent 

10) Need of a permanent residence: 13 percent 

 
 

 The barriers must be taken into careful consideration and must be discussed with potential 

MFI partners to come up with appropriate financial services and explore further some 

options to support the fishing communities. Appropriate products should be further 

designed and developed in areas where these communities prevail. Islamic communities 

must also be taken into account as they constitute a significant percentage of the RFLP 

target beneficiaries (e.g. 25 percent of CFI members in Trapaing Sangke are Muslims). 
 

 

Table A12. Existence of major NGOs within the fishing communities   

No 
Name of 

CFis 

Support NGOs 
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1 
Chumpou 

Khmao 
1  1      1 1    

2 
Banteay 

Prey 
1  1 1          

3 
Tumnup 

Rolok 
1 1         1   

4 
Chhroy 

Svay 
1 1 1    1       

5 
Koh 

Kcchang 
1 1 1     1      

6 Ou Krasa 1     1    1  1  

7 
Trapaing 

Ropov 
1  1 1          

8 
Trapaing 
Sangke 

1  1 1 1       1 1 

  100% 38% 75% 38% 13% 13% 13% 13%     13%   25% 13% 25% 13% 
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Table A12 indicates the NGOs having activities within the covered CFis. However, it can be 

noted that some of the NGO’s have operations even beyond the mentioned project areas. 

  

 
 

 

 

Figure A1. Islamic finance 

Table A13. Potential NGO partners.  
 

No Name of CFIs Province 
Potential 

NGO partner 

Services offered 
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1 Chumpou Khmao Preah Sihanouk FACT 1     

2 Banteay Prey Preah Sihanouk FACT 1     

3 Tumnup Rolok Preah Sihanouk AFSC 1 1 1   

4 Chhroy Svay Koh Kong AFSC 1 1 1   

5 Koh Kcchang Koh Kong AFSC 1 1 1   

6 Ou Krasar  Kep NCDD 1 1 1 1 1 

7 Trapaing Ropov Kampot CRS & UNDP 1 1 1 1 1 

8 Trapaing Sangke Kampot CWDCC 1 1 1   

  
  

Average   
100% 
 

75% 
 

75% 
 

25% 
 

25% 
 

Islamic finance: 
 
Islamic finance is subdued under Islamic Law and complies with the major principles of the Shari’ah, namely: 
 

(a) Interest (usury) should not be charged or collected; 

(b) No form of gambling be undertaken; and 

(c) No investment should be made in a business which is deemed to be unlawful under Shari’ah law. 
 

In adherence to the provided principles stated above, especially with (a), some alternative schemes were 

developed such as leasing (Ijarah), buy-sell arrangements (Murabaha), sale and buy-back agreements (Bai’al-

Inah), profit-sharing (Mudharabah), etc.  
 

The author refers to Usmani, 2002 for more details on this theme. 
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The NGOs listed in Table A13 provided suggestion for potential partnerships. These NGOs 

are operating in areas where CFI is also present.  

 

Based on the survey, AFSC has been identified as the key potential partner because they 

were highly appreciated by the CFis and their livelihood activities present an interesting 

potential for synergy with RFLP initiatives.  
   

 

 

 

 

Table A14. Availability of the community-based credit and savings groups. 
 
 
 
 
 

No 
Name of 

CFIs 

Credit and Savings Group 
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1 
Chumpou 

Khmao 
1 19 Missing US$ 2.50 Missing 

2.50% 
 

FACT Poor 

2 
Banteay 

Prey 
0 0 0 0 0 0 0 0 

3 
Tumnup 

Rolok 
1 100 USD9,000 Missing US% 125 3%  AFSC Average 

4 Chhroy Svay 1 130 USD3,000 USD 2.50 USD 75 2% AFSC Average 

5 Koh Kcchang 1 51 USD2,250 Missing Missing Missing AFSC Average 

6 Ou Krasar  1 25 USD500 USD 2.00 USD 25 2% Missing Poor 

7 
Trapaing 

Ropov 
1 100 USD2,100 USD 0.50 USD 30 3% UNDP Average 

8 
Trapaing 
Sangke 

1 
6 

groups 
Missing USD 1.25 Missing Missing 

CWDCC& 
FACT 

Average 

  88%  
USD 500 – 
USD 9,000 

 
USD 0.5 – 

  USD 2.5 
 

USD 25 –  
USD 125 

2-3% 
Per month 

 
Poor and 
Average 
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Table A15. Issues and problems of community-based savings and credit groups 
 
 
 
 

No 
Name of 

CFIs 

Why not going and participating well in the community credit and savings 
group? 
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Support expressed as needed and issues 
faced by the CFI committees 

1 
Chum- 

pou 
Khmao 

1   1  

Build participation and management capacity; 
Training on technical business skills such as 
chicken raising, fish raising, family planning, and 
importance of savings. 

2 
Banteay 

Prey 
1 1   1 

Technical support to set up credit and savings 
groups, which include Muslims; Build confidence 
and trust among team members. 

3 
Tumnup 

Rolok 
1 1  1  

Encourage on time repayments, and report 
preparation; Trainings on the importance of 
savings; Promotion of savings groups; Technical 
support on how to manage and grow funds.  

4 
Chhroy 

Svay 
1     

Education on savings; Building trust among 
members; more capital; Management capacity 
building;  Trainings on family planning. 

5 
Koh 

Kcchang 
1 1    

Increase participation in savings; Strengthen 
honesty; Transparency of the credit and savings; 
Need more capital; Trainings on management.  

6 Ou Krasar 1 1 1  1 

Technical support for the management of 
savings; Capital to increase savings and credit. 
Training on personal empowerment, family 
planning and “how to be rich”. 

7 
Trapaing 

Ropov 
1     

Capacity building on technical management of 
savings and credit; Personal empowerment and 
financial literacy trainings, and “how to be rich”. 

8 
Trapaing 
Sangke 

1 1 1   

Integrate support for different credit and savings 
groups; Members do not trust the CFI members 
much; Business diversification and expansion; 
Capacity building on business know-how; Access 
to market; Technical support for CFI committee 
management to build on its image. Financial 
support for CFI committee to cover some 
operational expenses. 

  100% 63% 25% 25% 25%  
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From Table A14 and Table A15 above, there were seven CFis - out of eight visited – involved 

in community-based credit and savings groups. The community-based credit and savings 

groups were established with both technical and financial assistance from other NGOs as 

mentioned in Table A12. Even though they were identified as interesting platforms to build a 

strong microfinance infrastructure for the target beneficiaries, the size and scope of these 

community funds are still small and managed unprofessionally. However it was observed 

that there were a good foundation and an opportunity to strengthen and nurture these 

structures.  

 

In order to address the issues of the visited community-based credit and savings, it is best to 

understand why it came about. The following observations tell about particular issues 

prevailing in the communities:  

 

1) Small-scale fishers have poor understanding of the community based credit and 

savings groups: 100 percent 

2) Small-scale fishers lack of financial literacy: 100 percent  

3) Some small-scale fishers still do not trust the organizers of community-based credit 

and savings groups: 63 percent  

4) Some small-scale fishers had bad experiences with previously organized savings 

groups: 25 percent  

5) Small-scale fishers consider that the proposed amount of credit and savings are too 

small to benefit: 25 percent  

6) Small-scale fishers consider that the CFI committee are not able to effectively 

organize and manage community based credit and savings groups: 25 percent 

 

Moreover, the list below summarizes the identified needs of community based credit and 

savings groups: 

 

1) Develop CFI committee’s participation and management capacity; 

2) Technical support to set up credit and savings groups, which include the Muslims;  

3) Support mechanism to build trust, confidence, and honesty among members to 

increase participation in the savings groups; 
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4) Build good credit and savings culture among members; 

5) Ensure on-time report preparation for the credit and savings groups from the CFi 

committees; 

6) Promotion of and education on the importance of savings; 

7) Technical support on how to manage and grow funds; 

8) More capital from NGOs to grow the community-based credit and savings; 

9) Promotional support from NGOs to increase members' savings; 

10) Need to have an integrated support for all different credit and savings groups within 

the same CFi; 

11) Trainings on personal empowerment, financial literacy, family planning, and “how to 

become rich” 

12) NGOs’ support to encourage business diversification and expansion within the CFI; 

13) Capacity building on business know-how;  

14) Trainings on technical business skills such as chicken raising, fish raising, etc; 

15) NGOs’ support in accessing the market;  

16) Technical support for CFI committee management to build on its image; and  

17) Financial support for CFI committee to cover some operational expenses. 

 
 

The identified needs provide ideas to chosen MFI’s and NGO partners on how to design 

appropriate program interventions for the target beneficiaries. 
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Table A16.  Status and challenges of middleman and CFI members 
 

No 
Name of 

CFis 

Middlemen CFI Member Challenges 
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1 
Chumpou 

Khmao 
1 

US$ 
1,000 

1 0 1 1 1 1 1 1 1 

2 
Banteay 

Prey 
0 0 0 0 0 0 1 1 1 1 1 

3 
Tumnup 

Rolok 
1 

Up to    
US$ 

3,000 
1 0 1 1 1 1 1 1 1 

4 
Chhroy 

Svay 
1 

Up to 
US$ 

1,000 
1 0 1 1 1 ` 1 1 1 

5 
Koh 

Kcchang 
1 

Up to 
US$ 

1,000 
1 0 1 1 1 1 1 1 1 

6 Ou Krasa 1 US$2,000 1 0 1 1 1 1 1 1 1 

7 
Trapaing 

Ropov 
1 

Up to 
US$ 

1,500 
1 0 1 1 1 1 1 1 1 

8 
Trapaing 
Sangke 

1 
Up to 
US$ 

1,500 
1 0 0 0 1 1 1 1 1 

  88% 
US$ 

3,000 
88% 0% 75%  75% 100% 88% 100% 100% 100% 

 
 

As presented in Table A17, middlemen were operating in seven of the eight fishing 

communities visited (88%). They all expressed that they did not need any loan for their 

businesses. Only one of them has currently been taking loan from ACLEDA. All the 
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middlemen -as part of their business strategy- extend loans to the local fishers without 

collateral nor interests with the condition that the resulting fish products are sold back to 

them (“sell-back arrangement). The loan amounts can be up to US$ 3,000.  

 

The majority of middlemen insisted on the fact that they take the risks and experienced 

some difficulties with the local fishers: 20-30% of their fisheries clientele had defaulted in 

their repayments.        

 

While the role of middlemen is very important in the value chain process, special attention 

should be paid to address the constraints experienced by local fishers whose products 

cannot often access better market options. The prices commonly offered by middlemen are 

up to 30-40% lower than the price in local market in town. On top of this, it was raised that 

the middlemen commonly manipulate the weight measure to almost a fish weight loss of 

20% for the fishers.  

 

The above issue points out the important role of enhanced access to MFIs. However, the 

community fishers need to be educated about participating in group loans, particularly on 

the group formation and group liability.    

 

Based on Table A17 the survey identified the main challenges of the covered CFis. The 

following could be prioritized as they were observed in all the CFis: 

 

1) CFi members were not properly aware of available MFIs and their services; 

2) CFi members were not properly aware of available NGOs and their services; 

3) CFi members had a very limited source of income, are mostly relying on fishing 

activities while catch-per-unit-effort continues to decrease; and 

4) The CFi members lack financial literacy. 
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Table A17. Understanding the financial needs of fishing communities 
 
 

No Name of CFis 

Appropriate financing 
arrangements for CFis 

Need for additional products  
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1 
Chumpou 

Khmao 
1 1 1 1 1 1 1 1 1 

2 Banteay Prey 1 1 1 1 1 1 1 1 1 

3 Tumnup Rolok 1 1 1 1 1 1 1 1 1 

4 Chhroy Svay 1 1 1 1 1 1 1 1 1 

5 Koh Kcchang 1 1 1 1 1 1 1 1 1 

6 Ou Krasar 1 1 1 1 1 1 1 1 1 

7 Trapaing Ropov 1 1 1 1 1 1 1 1 1 

8 
Trapaing 
Sangke 

1 1 1 1 1 1 1 1 1 

  100% 100% 100% 100% 100% 100% 100% 100% 100% 

 
  

As presented above, the fishing communities identified the following financing 

arrangements as absolutely important for further development of their CFis:  

 

 

1) Access to microfinance services from MFIs; 

2) Access to community-based credit and savings groups 

3) Personal and family savings; and 
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4) Financial education. 

  

The following additional products were mentioned as important services for the 

communities: 

1) Saving products 

2) Loan insurance 

3) Life insurance 

4) Trainings, and 

5) Access to good market 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3. APRACA recommendations to achieve output 5  

 

3.1. Develop appropriate financing arrangements for fishers 

 



 

 

 

 

 

 57 

The result of the survey indicated that the low-income small-scale fishers were neglected by 

the formal financial services providers such as bank and MFIs. Based on the analysis of 

financing gaps for low income small-scale fishers, listed below are some APRACA 

recommendations to the RFLP as it addresses its output 5:  

 

3.1.1. Facilitated access to MFI’ services for low-income small-scale fishers  
 

 

It is recommended that when discussing with potential partners to develop formal 

partnerships, the following findings are considered in order to provide appropriate financial 

services and options that support the real needs of the fishing communities.  

 

 Fishers involved in the economic activity are the most vulnerable, excluded from the 

formal financial services; they are predominantly influenced and constrained by the 

middlepersons through the “sell-back” arrangements. Hence, the RFLP-Cambodia 

should consider them as priority target beneficiaries 
 

 

 More attention should be given to the relation prevailing between middlemen and 

fishers along with a detailed study of fishers’ income pattern in order to better 

understand the economics of fisheries activities and suitably answer the financial 

gap. 

 

 The microfinance services should be made available for Islamic communities to 

provide equitable access and opportunities. 

 

 Microfinancial services should be diversified to address the needs of the following 

income generating activities in proportions as depicted below: 

  

a. Fishing activities (44 percent); 

b. Rice and vegetable farming, and animal husbandry (30 percent) 

c. Sale of labor (14 percent), and  

d. Other micro-business and services (13 percent). 
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To leverage the resources of existing MFIs available in the RFLP-Cambodia, a strategic 

partnership with potential MFIs should be established to facilitate access to financial services 

for the low -incomesmall-scale fishers. For any retained MFI, it is recommended that the 

following financial products be properly discussed and designed to fit the context of low 

income small-scale fishers and Islamic beneficiaries. 

a. Individual loan - is one of the loan methodologies provided by MFIs for individual 

family. This kind of loan normally requires collateral and/or guarantee from another person. 

The loan size is normally responsive to the need of borrowers who are found to be qualified 

after the loan appraisal.   

 

b. Group loan - is one of the loan methodologies provided by MFI for a group of 

borrowers with a joint liability for the repayment of the loan amount lent. This kind of loan 

does not normally require collateral. The loan size is normally small and responsive to the 

need of low income borrowers who are found to be qualified after the loan appraisal.     

 

c. Savings - is one of the MFI or bank’s financial instruments that allow people to save 

or deposit their money for security and increase of value (interest earning) purposes.     

 

d. Microinsurance - is one of the safety net instruments provided by insurance services 

providers, MFIs, or NGOs to protect the low income people from sliding down into financial 

vulnerability from an unexpected event such as death, accidence, or disaster. 

 

3.1.2. Facilitate access to community-based credit and savings groups  
 

The community-based credit and savings groups are commonly established with the financial 

and technical assistance of NGOs. They were identified as one of the most important 

mechanisms to assist low-income families to build the family and community’s culture of 

savings for long-term growth and sustainability. From the survey, it appeared that there is an 

important role to be played by such schemes in the context of rural Cambodia.  

 

Community-based credit and savings groups’ structure 
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The communit- based credit and savings group is owned by members. Their management is 

created and elected by the members to provide the overall day-to-day leadership and 

management of the funds.  

 

Regarding their management capacity, adequate system must be ensured to provide proper 

guidance, quality implementation, transparency, and trust that will eventually encourage 

participation from members. It is important to have a continuous focus on technical support 

and a comprehensive capacity building program from the relevant supporting NGOs until the 

groups can run autonomously. The products offered should include the following:           

  

a. Family savings - as determined by the groups, individual family members must 

deposit a certain amount of money on a regular basis (can be weekly, bi-weekly, or 

monthly). The amount of money received from members is pooled and taken care of by the 

management committee or group. The pooled amount is accumulated from time to time to 

be lent back to the members according to availability of funds and conditions set by the 

members.    

 

b. Family loan – available savings can be loaned to the members. The lending 

methodology is much more flexible and convenient than MFIs or banks for local community 

people. However, the loan amount is normally small due to the low level of saving amount 

made by the members. The potential of this lending activity depends entirely on the 

participations and savings amounts made by the members. The loan products (amount, 

term, and interest rate) are determined by the members through the management 

committee. Usually the loan does not require collateral, but family joint liability.   

 

It is recommended that the following strategies be factored by the RFLP-Cambodia’s 

activities in cooperation with its partners: 

 

- To increase understanding of the importance of and participation in community-based 

credit and savings groups; 

- To overcome previous bad experiences by  putting in place  appropriate supporting 

mechanisms and building trust and competency of the organizers and CFI committees; 
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- To make the promotion of and educate on the importance of savings to increase 

participation. Promotional and educational activities may include - but not limited to- 

trainings, publication materials, radio and TV exposure, etc.; 

- To partner with NGO in order to provide start-up funds and grow the community based 

credit and savings; 

- To ensure integrated support between all related partners operating within the same 

communities; and 

- To provide technical and financial support for CFI committee management to build on 

its image, commitment, and participation.  

 

3.1.3. Build the culture of personal and family savings  
 

 

Developing and encouraging more habits of personal and family savings of any individual or 

family is very crucial to strengthen the financial capacity of target beneficiaries. In this regard 

it is important for the RFLP-Cambodia to put in place the right mechanisms that promote, 

educate, and encourage individuals and families to develop their saving habit. The savings 

can be accumulated at home, or with MFIs and banks. The savings habits should be 

comprehensively promoted among CFIs members. Success stories should be further studied, 

demonstrated, and rewarded as an example for other CFIs members.    

  
 

3.1.4. Influence and create change in the mind-set and life style  
 

 

It was largely observed from the survey that small-scale fishers live their lives in a very 

traditional paradigm-lack of appropriate financial management behavior, diversified income 

sources, awareness on financial services, and hope for family prosperity. It is recommended 

that RFLP-Cambodia, in cooperation with its partners, provides the most effective mindset 

and behaviour change training program. The latter would help CFI’s members to influence 

them with the right thinking, inspire them, and build confidence toward financial 

empowerment. These are believed to be the foundation of their long-term development. 
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Financial resources should be allocated for this program. Provision of special training 

programs (financial literacy, family planning for prosperity, entrepreneurship spirit, and 

business know-how skills) should be explored and outsourced from the experienced training 

providers such as Cambodia Microfinance Institute, PhsarKhmer Association, and others.  

The figure below depicts the preliminary recommendations that also reflect the hierarchy of 

their needs.  

 

 
 

Fig A2. Training needs of the RFLP target beneficiaries under output 5 

 

 

 

3.1.5. Potential MFI partner  
 

To leverage the resources of existing MFIs operating in the RFLP-Cambodia areas, a strategic 

partnership with potential MFIs should be established to facilitate access to financial services 

7. Other Technical Business Know-How Skills 

6. Selling and Customer Service Skills 

5. Entrepreneurship Skills 

4. Family Planning for Prosperity 

3. Poor and Rich Thinking Pattern 

2. Personal and Family Financial Literacy 

1. Personal and Family Empowement 
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for the low income small-scale fishers. The field visits survey, AMK (Angkor 

Mikroheranhvatho Kampuchea) appears to be the most suitable MFI candidate to support 

RFLP-Cambodia output 5. 

 

The RFLP initiative was presented to AMK during the survey and the latter expressed an 

interest to further support RFLP-output 5. From the interview of AMK CEO, it is 

recommended that RFLP representatives hold a meeting with AMK to learn more aboutits 

organization and further establish partnership agreements.     

 

3.1.6. Potential NGO partners  
 

 

To leverage the resources of existing NGOs available in RFLP-Cambodia areas, a strategic 

partnership with existing NGOs should be established to facilitate access to financial services 

and non-financial services for the low income small-scale fishers.  

 

From the field visits survey, AFSC appeared to be the most suitable NGO candidate for FAO 

to explore for formal partnership to assist the fishing communities in providing access to 

financial and non-financial services.  

From the discussions held with AFSC representatives, it appeared that the NGO is open for 

partnership subject to further learning, understanding and clarifications between each 

counterpart. It is recommended that a more deliberate discussion between RFLP and AFSC 

representatives be conducted to finalize the partnership agreements.  

 

Furthermore it is recommended that FAO takes the lead in ensuring the synergy between 

key NGOs operating within the same CFIs. The integrated resources and efforts with other 

NGOs will not only save resources, but also ensure development in the same target areas 

more achievable and sustainable.   
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Discussions with other NGOs such as FACT, SCW, NCDP, CRS, UNDP, CWDCC, etc., should be 

held to strengthen non-financial services (access to market, information, technology, 

business know-how) to the CFIs. 

 

3.1.7. Creating better market for local community fishers 
 

 

While the role of middlemen is very important in the value chain process, the study 

highlighted the harmful influence that the latter could have on the fish market. They 

seriously threaten the economics of people involved in the capture sector through their 

detrimental “sell-back” agreements along with the reported weight loss manipulations.   

 

The above issue points out the important role of enhancing access to MFIs. However, the 

community fishers need to be educated about group loans, particularly on the group 

formation and group liability.    

 

There was also one suggestion from one of the CFIs, which had the land where they 

intended to build a community market for buying and selling fishery products to gain a fairer 

bargaining power (RFLP-output 3: “Improved fishery products and market chains”). It is 

recommended that RFLP-Cambodia further consider the aforementioned initiative as one of 

the key complementary strategic responses.  

 

 

3.2. Recommended microfinance integration approach 

 

Facilitating access to microfinancial services for small-scale fishers is not a stand-alone 

approach and requires focused resources and energies among all relevant communities and 

key development players within the same target CFIs (see Fig. A15). Those include RFLP-

Cambodia team, MFI partners, NGO partners, and communities at large.    
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Fig A3. Recommended microfinance integration approach 

 

3.3. Suggested pilot sites and priorities of strategic responses for 
output 5 

 

 

Out of 15 CFis and the eight CFis visited, the following were recommended for the two-year 

pilot test and the reasons for selection:     

  

 

Table A18. Summary of the selected pilot sites and reasons for selection 

 

No Name of CFIs Province 

Total # of 

CFIs 

members 

The reasons for selection 
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1 Tumnup Rolok 
Preah 

Sihanouk 
1369 

 Vast proportion of low-income small-scale fishers;  

 Existence of community-based Credit and savings groups; 

 Potential NGO partner identified for program integration;  

 Potential MFI partner identified for program integration; 

 Good geographical access; 

 Strong interest of CFi committees.  

2 Chhroy Svay Koh Kong 891 

3 
Trapaing 

Sangke 
Kampot 2027 

 

Table A19. Summary of NGO partners and description of respective roles 

 

N

o 

Name of 

CFIs 

Proposed Financing 

Partner & Roles 
Proposed NGO Partners & Roles RFLP Roles 

1  Tumnup  

Rolok  

AMK  Financing 

scheme: 

 

Microfinance 

Plus  

- Group loan 

- Ind. Loan 

- Insurance 

- Saving 

 

*Inclusive and 

convenient 

microfinance for 

low income 

small-scale 

fishers and 

Islamic people 

AFSC   

 Strengthen quality 

management, structure 

and systems of 

community-owned 

credit & savings groups; 

 

 Promote the 

importance of savings to 

grow participation of 

members in their family 

and the community 

savings groups; 

 

 Wholesale loans 

from MFI/Bank with 

guarantee system from 

FAO/partner as source 

of fund. 

 

 A leading role in integrating and 

sharing resources of all key 

development partners; 

 

  Diversification of income 

sources; 

 

 Seeking guarantee/collateral 

system for CFi members; 

 

 Special educational programs 

on: 

 

- Personal and family empowerment;  

- Personal and family financial 

management behaviour change; 

- Poor and rich thinking pattern;  

- Family planning for prosperity ; 

- Entrepreneurship skill;  

- Other business know-how skills.  

 

2  Chhroy 

Svay  

AMK  AFSC  

3  Trapaing 

Sangke  

To propose 

AMK for 

entrance  

CWDCC 
(To explore)  

3.4. Recommended RFLP action plan under output 5 

 



 

 

 

 

 

 66 

Based on the general findings and recommendations above, the following are the concrete 

recommendations for FAO-RFLP Cambodia’s two-year action plans (2011-2012) under 

output 5: facilitated access to financial services.  

 

1. Recruit or outsource a professional microfinance practitioner/institution on a part-

time basis to carry out the output 5 job related assignment due to the limited financial 

resources 

2. Validate the microfinance baseline survey for output 5 in the pilot areas and come up 

with the social performance indicators that will be used for measuring the success of the 

project 

3. Align program output 5 with other internal program outputs to integrate activities 

and resources with other internal stakeholders    

4. Establish program integration partnership with MFI partners, particularly AMK or 

other MFIs as needed 

5. RFLP-Cambodia to establish program integration partnership with NGO partners, 

particularly AFSC or other NGOs as needed; 

6. Conduct the RFLP Partners Workshop  on the agreed integrated approach among all 

relevant key partner staffs 

7. Assist the NGO partners to work on strengthening the capacity, quality management, 

structure, and system of CFI committee’s community-owned credit and savings groups 

8. Develop the special “life change” training program curriculum, planning, and 

implementation. Cambodia Microfinance Institute is recommended to assist in this task 

9. Seek the guarantee/collateral system with MFI partners that allow small-scale fishers 

to have access to MFIs’ financial services 

10. Assist the MFI and NGO partners to develop financial products (loans, savings, 

insurance) that are convenient, responsive, and inclusive for small-scale fishers and Islamic 

communities   

11. Produce the most effective promotional and educational materials that would affect 

the financial behaviour change of local fishers and the public at large 
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12. Conduct mid-term evaluation to see the progress of the project impact after one year 

of operation, and 

13. Conduct the whole pilot test project evaluation at the end of the project cycle. 

 

 
The above-mentioned recommendations are further explained in the output 5-related 

workplan proposed to the RFLP-Cambodia within the context of the present mission (see 

Annex A1).  
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B/ Republic of Indonesia / Republik Indonesia  

Summary 

By Dr. Enrique Navarro (APRACA Scoping Mission Team Leader) 

 

Findings of the scoping mission 
 

Fish and seaweeds are the primary marine products. Inland fishery accounts for 2.5 percent of the 

total fishery harvests in 2007. More than 10,000 people in the study sites belong to the fishery 

households. 
 

Several lending institutions like commercial and rural banks, cooperatives, non-formal NGOs, and 

informal lenders operate in the province. However, many of the respondents do not get loan from 

the MFI for reasons like strict requirements and lack of knowledge on how to access the lending 

institutions for loans. The famous Bank Rakyat Indonesia (BRI) requires collateral, savings account 

with BRI, and certification from the village leader among other things to avail of fishery loan.  
 

Funding support from the government is available but often does not reach the target 

beneficiaries. This is aggravated by the lack of coordination among those expected to collaborate 

for integrated services like marine affairs and fisheries (DKP), social welfare and cooperative 

ministries. The non-bank lending institutions do not provide products other than loans. 

Microfinance institutions are generally not knowledgeable of the fishery business. 
 

Capacity building and technical support to microfinance institutions are inadequate. Many 

microfinance practitioners from both public and private organizations do not possess the skills for 

fish financing or arresting credit risks. 
 

Vendors or the so-called “papalele” do not need loans because they pay the fishers after the sale of 

fish to their respective clients or consumers. This system is common when trust exists among the 

transacting parties. 
 

APRACA Recommendations 
 

Adopt solidarity lending for Rote Ndao and individual lending for Kupang Municipality; both 
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approaches for Kupang District. 
 

Engage in an information campaign on microfinance services for the fishers initially in the pilot 

sites. Train the solidarity groups in various topics such as savings, business analysis and estimation 

of loan amount that will strengthen them as an organized group. 
 

On the basis of accessibility, number of fish entrepreneurs, site typicality and non-exposure to 

microfinance the following sites have been recommended as pilot sites: Rote Ndao (Panati Baru 

and Loundolusi), Kupang District (Kuanheun, Oenaek, Tablolong, Lifuleo, Tesabela, Sulamu, Pantai 

Beringin, Oeteta and Bipolo), and Kupang Municipality (Oesapa). 
 

Seek BRI’s participation as the sole indirect microfinance provider for the fishers because of its 

century-long experience in microfinance. BRI’s role should be to provide wholesale loan to 

microfinance institutions. Funding partners cited are Bank Mandiri, Sinarmas Bank, BPR Central 

Pitoby Kupang and BPR Talenta Kupang. The Scoping Mission Team Leader suggests an initial and 

exploratory meeting with BRI informing it with the results of the scoping mission study. BRI may be 

able to suggest its trusted partners for the retail microfinance. 
 

Non-financial services support such as capacity building may be provided by World Vision 

International, BPR Talenta and Tanaoba Mais Malekat for Rote Ndao, Ausaid, Tanaoba Mais 

Malekat and Care International for Kupang District,  Ausaid and Tri Murti for Kupang Municipality. 
 

Microfinance institutions that will be engaged by BRI as partners should be given microfinance 

technical training and support. Initiate the collaboration of DKP, social welfare and cooperatives 

ministries. 
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List of Acronyms 

 

BCA Bank Central Asia 

BUKOPIN Indonesia Cooperative Bank 

BRI Bank Rakyat Indonesia 

BPR People`s Credit Bank 

BPS Central Statistic Body  

DKP Marine Affairs and Fishery in District 

IDR Indonesian Rupee (currency) 

KD Kupang District 

KM Kupang Municipality 

KDP Kecamatan Development program 

KUB Business Enterprise Group 

NTT East Nusa Tenggara 

RN Rote Ndao District 

 

Note: This list is complementary to the one provided at the beginning of the present report.  
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1. Country Context 
 
 

1.1. Country profile at a glance 
 

 
 

 
 

 The country is the world’s largest 

archipelago, with a total of 17,508 

islands. It consists of 33 provinces 

(propinsi) with their own political 

legislature and governor. They are 

subdivided into regencies (kabupaten) 

and cities (kota), further divided into 

subdistricts (kecamatam) and villages 

(desa). 

 

 
 
 

 

 

 Within the past decade, the country has experienced the effects of the Asian financial 

crisis, the fall of President Suharto after 32 years in office, the independence of Timor-

Leste (see chapter E), some natural disasters and some bloody ethnic and religious 

conflicts, which brought great political and economic upheavals. 

 

 Nowadays, the country is experiencing a gradual pick-up in economic growth but poverty 

levels remain high and is not expected not decrease significantly in the near future 

(BWTP, 2009). 



 

 

 

 

 

 72 

 

 Political structure: Presidential representative democratic republic headed by His 

Excellency Susilo Bambang Yudhoyono (President) and His Excellency Boediono (Vice-

President) 

 

1.2. Microfinance sector development 

 

 
It would be very difficult to date the use of informal credit and savings schemes in Indonesia. 

As an example, the rotating savings and credit associations (ROSCAs), locally called Arisan, 

are part of the old traditional financial arrangements. However, commercial microfinance 

has also a long history in Indonesia, starting a century ago with the Badan Kredit Desa (BKD, 

see 1.3.2.2.),  small village-owned institutions, which offer credit on commercial terms. 

Lastly, the Indonesian financial system has also a long history of State intervention. In fact 

the success of commercial microfinance has encouraged the development of numerous 

subsidized credit programs to targeted population. Bank Indonesia (BI), as the central bank, 

set rates and refinancing targets and most of the time, the commercial banking system was 

used to channel the funds11. 
 

 

In the 1980s, after the oil crisis, the country started the first steps towards financial 

deregulation:  credit ceilings were abolished, interest rates liberalized and preferential 

refinancing curtailed (BWTP, 2009). After the oil crisis, a deregulation package was adopted 

in 1988 offering new banking licenses and being more lenient with the regulations on bank 

branching and deposits, it was called the PAKTO 8812. 
 

 

The late 1990s were marked by the Asian financialcCrisis when numerous commercial banks 

were closed; some were nationalized while others were recapitalized and merged. As a 

consequence, many small bank depositors lost their savings, leading to an important crisis of 

                                                 
11

 As an example, the Unit Desa network of the Bank Rakyat Indonesia (BRI, see 1.3.1.1.) was used to channel 
the subsidized credit program for rice cultivation (BIMAS). 

 
12

 Among other measures, the Bank Perkreditan Rakyat (BPR, People’s Credit Bank) license was developed (see 
1.3.1.2.) and BRI’s Unit Desa network was commercially restructured. 

http://en.wikipedia.org/wiki/Susilo_Bambang_Yudhoyono
http://en.wikipedia.org/wiki/Boediono
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confidence towards financial institutions. 
 

 

Nowadays, like the Philippines, Indonesia has a relatively well developed microfinance 

market. However, majority of rural households still do not have access to financial services. 

The Government still intervenes through subsidized and targeted microfinance 

interventions, despite the country having progressively adopted a market-oriented financial 

policy.  

 

1.3. Microfinance actors, supervision and regulation 

  

It should be noted that there is still an unmet demand for such services in rural areas despite 

the proliferation of microfinance services in the country. The Indonesian microfinance actors 

can be subdivided in two categories: the regulated and the non-bank financial institutions. 

 
  

1.3.1. Regulated microfinance actors 
 
 

While these institutions play significant roles in Indonesian microfinance, it is notable that 

many of them are owned by one or another of the various levels of Government: central, 

provincial or local (BWTP, 2009).  
 

1.3.1.1. Commercial Banks 

 

 
 

Before the 1970s, commercial banks were mainly used to channel subsidized credit funds. 

Nowadays, while the vast majority of them provide wholesale funding, they have made little 

progress in achieving scale and commercialization of the sector, let-alone in remote rural 

areas. However, BRI with its numerous rural sub-branches, each called a Unit Desa, has 

specialized in microfinance and appears as a dominant retail actor (CGAP, 2008).  

Its units were transformed into commercial microfinance intermediaries. Each Unit Desa 

being treated as a profit centre is financially self-reliant.  
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Bank Indonesia (BI see FigB2) regulated and supervised it just like the other commercial 

banks. The services offered ranged from loans, savings, insurances, and remittances. The 

emphasis has nevertheless been put on savings services. They are compulsory and are used 

as a collateral while, at the same time, they are used to build the client credit rating. 

 

An interesting innovation developed by the BRI was the bi-annual lotteries. In order to 

encourage more clients to open savings accounts, each saver received free lottery tickets. 

The BRI is estimated to receive about two-thirds of the savings mobilized in both formal and 

semi-formal sectors and to make about 40 percent of loans by value. 

 

The success of BRI has stimulated the “downscaling” of other commercial banks. Bank 

Danamon, Bank Mega Syariah, Bank Mayapada, Bank NISP and others have now entered 

the sector. However, it is important to make a distinction between those engaged for strictly 

commercial reasons and those engaged by reason of a social mandate. While the first 

pursues a strictly commercial agenda and mostly lend for investment purposes (e.g. BRI), the 

others tend to employ some assets in microfinance either directly or through linkages with 

BPRs (e.g. Bank Danamon).  

 
 

 

1.3.1.2. Licensed Bank Perkreditan Rakyat (BPR) 
 

 

 

The second category of bank is the BPR; also called People’s Credit Bank. These institutions, 

set up with a paid-up capital of USD 50,000 were introduced by BI in 1978 in order to 

provide financial services to rural households.  

 
 

The term is also used today for those institutions that are unregulated such as LDPK (see 

1.3.2.3). However, licensed BPRs will be the focus of this section.  
 

 

 

We can distinguish two types of BPRs according to their ownership (BWTP, 2008) and these 

are as follows: 
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o Privately-owned BPRs are the most recently established banks in the urban areas of 

the country. The competition among these banks is great as they are the most common of 

its kind. 
 

 

 

o The publicly-owned13 BPRs are more often established in rural areas and enjoy a local 

monopoly. In general they are more profitable, and more active in mobilizing savings. 

Lastly, they are more likely to provide smaller loans and to engage in linkages with 

commercial banks. 

 

The BPRs are regulated and supervised by the BI (see Fig B2). They offer loan, passbook 

savings accounts and term deposits14 .  They represent about 15-20 percent of the 

microfinance sector in Indonesia having around 1,800 institutions (CGAP, 2007). Being 

mostly accessed by the clients who cannot provide enough collateral to acquire BRI loans, 

they tend to serve the middle segment of the microfinance market.  
 

 

As a final point, they tend to present low financial performance mainly because of weak 

management and the lack of internal auditing and supervision (BWTP, 2009). 

 

 

1.3.2. Non-bank financial institutions 
 

 

While the Indonesian-regulated microfinance providers described above cover mostly the 

upper level of the market, numerous other institutions/organizations reach the lower end of 

the market. 

1.3.2.1. Perum Pegadaian 
 

 

 

This large microfinance services provider is a State-owned pawnbroker operating through a 

network of more than 800 branches and 14 regional offices (CGAP, 2004).  
 

 

                                                 
13

 They are generally owned by local governments. 
14

 Term deposits are generally for periods of up to twelve months. 
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The institution is known to have simple and fast processing loans- one can process loans 

within 15 minutes. The clients can already claim their loans once their collateral (simple 

items like fabrics, clothes and small appliances) are accepted. Furthermore, the institution is 

even developing new schemes that will not require depositing of assets as collaterals but 

titling papers of items instead.  
 

 

These lending schemes have achieved important successes among the poorest throughout 

all the country. They only represent seven (7) percent of the total microcredit loan amount 

outstanding but it is considerable given the comparative very small loan size they offer15. 

 

1.3.2.2. Badan Kredit Desa (BKD) 

 

These village credit associations were among the first microcredit institutions to operate in 

Indonesia (see 1.2.). Being village-owned and managed by the village leaders, they are 

embedded and much acquainted with their customers. They are not regulated but are 

supervised and administered through Bank BRI’s branches, on behalf of BI (see Fig B2). 

Moreover, a part of their funding is borrowed from BRI. 
 

 

Today, there are around 5,000 BKDs operating in Indonesia, located on the islands of Java 

and Madura. While the BKDs generally open once a week, the services offered are only small 

non-collaterized individual loans and savings. Compulsory savings are required in order to 

borrow but the BKDs are not authorized to collect voluntary savings. The savings are then 

transferred to the BKD account at BRI. 
 

 

Due to their small size and the fact that they are often constrained by village bureaucracy, 

they tend to suffer from weak management and poor performance. Supervision comes with 

many problems and several problems with enforcement have been encountered within the 

village governments (Pro-Fi, 2004). Nevertheless, they present unique features in terms of 

how they were able to penetrate the community making them well accustomed with its 

culture and practices (BTWP, 2009). 

 

                                                 
15

 Recent studies estimate their client base at about 15 million (FAO, 2005). 
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1.3.2.3. Lembaga Dana dan Kredit Pedesaan (LDKP)  

Also called rural credit fund institutions, the LDKPs were established by the government in 

the 1980s. They do not usually have formal registration and are often governed by the 

village leaders. Supervised by local provincial government, they are generally linked to a 

regional development bank (BPD, see 1.3.2.2., see Fig A2), which provides also technical 

assistance.  
 

 

There are around 2,200 LDKPs operating in Indonesia and the services they offer are mainly 

small and unsecured individual loans conditioned by the use of compulsory savings. They are 

restricted in mobilizing additional deposits from their clients. The membership is based on 

the “Banjar”16 which makes these institutions well embedded into the village structure.  

However, among the different categories of LPKDs, the Lembaga Perkreditan Desas (LPDs) 

mostly present in Bali, are allowed by BI to accept deposits from members at village level. 

They are profitable entities, which rely on savings and deposits as main source of funding 

and are considered as the best LDKP system in Indonesia. In mid-1999, 910 LPDs served 

some 545,000 clients, which represent over 80 percent of the Balinese population (BWTP, 

2009). 
 

 

Following the financial reform, the LPKDs have been encouraged to convert into regulated 

BPRs entities (see 1.3.1.2.) but the majority has not done so. 
 
 

1.3.2.4. Koperasi (Cooperative) 

 

Having a long history of political instability17, the fall of Suharto in 1998 and the independent 

Credit Union Movement paved the way for the emergence of grassroots sustainable financial 

cooperative institutions. The cooperatives are often set up by a group of individuals who 

                                                 
16

 The most important unit of Balinese social organization. As an example, the important decisions (issuance of 
a loan, extension of repayment period, etc.) are character-based, determined on approval of the village head. 
17

 During the Suharto period, the Koperasi Unit Desas (KUDs) were considered to be one of the pillars of 
Indonesian State: they were used as a vehicle to disburse cheap credit to targeted groups.  
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pool their funds and create the institution as an investment option. Secondary members 

who do not participate in the annual profit sharing can then borrow from the cooperative. 
 

 

Since they are not supervised, neither regulated, the cooperatives cannot collect deposits 

from the public. Most of the cooperatives are small local institutions with up to five staff and 

no more than 1,000 clients. 
 

 

However, the cooperative sector still suffers from political interference and weak regulation 

(CGAP, 2008). 
 

1.3.2.5. Yayasans (Foundations) 
 
 

 

Because of the Suharto’s regime discouragement of independent social action, the Yayasans 

which correspond to the NGO-MFIs found most in other countries have never played a 

significant role in financial intervention. However, they are often called upon by the State or 

other international projects to participate in social mobilization (e.g. facilitate the formation 

of self-help groups as conduits for microfinance services). 
 

 

Their microfinancial activities are even more limited since 2001, when following a reported 

series of abuses of the “non-profit organization” status, the Government passed a law 

stipulating that foundations will no longer be able to legally lend funds. As a result, all 

foundations willing to continue their financial activities must re-register as a legal BPR or a 

cooperative18.  
 

Compared with large commercial operators in the field, a Yayasan’snumber of clients is 

usually very small. Being unregulated, not supervised by any entity, these institutions are not 

allowed to collect savings from their members and generally offer simple group-lending 

schemes based on modified Grameen Bank or ASA methodologies. 
 

At present, even if some Yayasans have successfully turned into commercial microfinance by 

changing their legal status (e.g. Yayasan Mitra Usaha – YMU), the greater majority of 

                                                 
18

 While the legal deadline was the middle of 2007, it often proves to be less than absolute in Indonesia (BWTP, 
2009).  
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financial-services NGOs remain unsustainable and dependent on government donor funds to 

operate (CGAP, 2008). 
 
 

1.3.2.6. Informal arrangements 
 
 
 
 
 

Lastly, millions of Indonesians are participating in informal arrangements. These 

arrangements range from Arisan19, lending to family or friends, to the call upon local 

moneylender. In remote areas, these arrangements are sometimes the only available 

borrowing scheme to the communities. 

  

However, most of these schemes present limited outreach and their sustainability is based 

more on social cohesion than on financial rigor. The table below summarizes the MFIs 

(according to types), their respective regulatory and supervision authorities and 

microfinance activities based on BWTP.  

 

Table B1. Microfinance actors, supervision and regulation in Indonesia / Source: BWTP, 2009 

Type of MFI 
Regulation 

Authority 

Supervision 

Authority 

Microfinance 

Activities 

Formal 

Commercial Banks BI BI 
Savings and Loans

20
 

Wholesale funding 
 

Bank Perkreditan Rakyat 
(BPRs) 

BI BI Savings and Loans 

Semi-formal 

 

Perum Pegadaian Ministry of Finance None
21

 Pawn Loans 
 

Badan Kredit Desas 
(BKDs) 

None BRI Savings and Loans 

 

Lembaga Dana dan 
Kredit Pedesaan (LDKPs) 

 

None 

 

Local governments 
and/or BPDs 

 

Savings and Loans 

 

Koperasi (Cooperatives) 
 

None 

 

Ministry of 
Cooperatives 

 

Savings and Loans 

 

Yayasan (Foundation) 
 

None 
 

None 
 

Loans 
 

Informal finance 
 

None 
 

None 
 

Savings and Loans 

                                                 
19

 Arisan is the Indonesian traditional term for rotating savings and credit associations (ROSCAs). 

 
20

 As mentioned earlier, while few commercial banks are engaged in microfinance retail services, the BRI 
appears as a major provider of such services in remote areas. 
21

 These institutions are owned by the Government. 
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1.4. Microfinance funding and supporting organizations 
 

1.4.1. Funding organizations 

 

In Indonesia, microfinance institutions are predominantly provided by commercial and State-

supported enterprises, including commercial banks (mainly BRI), Government-owned 

cooperatives, BPRs, and LDKPs.  

Other international entities are much more active in providing technical support to the 

sector 

 

1.4.2. Supporting organizations 
 
 
 
 
 
 
 
 
 
 
 
 

In Indonesia, the microfinance sector is institutionally supported by a wide variety of 

institutions ranging from Government initiatives to the national sector or international 

multi-lateral agencies. Discussed below are the main supporting organizations of the sector 

as identified in the paper of BWTP (2009). 

 

Perbarindo 
 

 

The Perbarindo (Perhimpunan Bank Perkreditan Rakyat Indonesia) is the association of the 

BPRs. With almost 1,600 BPRs22 as members, the association is an advocate of the BPRs vis-

à-vis other financial institutions and functions as an umbrella for its members. Among its 

activities are: 
 

 

o Uniting the BPRs and maximizing their potential 

o Assisting the BPRs in developing a prosperous society 

o Lobby with Government for a favorite business climate for the BPRs 

                                                 
22

 Operating mainly in Java and Bali. 
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o Provide technical support to the BPRs (consultancy, counseling, trainings, etc.) 

 

Promotion of Small Financial Institutions (Pro-FI) 
 

 

Supported by BI and the GTZ23 and started in 1999. Pro-FI aims to improve the operations of 

BPRs and some non-bank microfinance institutions. The project operates at different levels 

by:  

o Providing technical and management support to BPRs through the Perbarindo. 

o Providing support to the development of microfinance policies at national and 

provincial levels24. 

o Supporting the development of a training system to provide certification for BPR 

managers and directors. 

o Promoting non bank microfinance institutions in the provinces of Nusa Tenggara 

Barat and Nusa Tenggara Timor. 

 

Permodalan Nasional Madani (PNM) 
 

 

 

Founded in 1999, PNM is a Government-owned wholesale fund. While it is more engaged in 

serving SMEs, it also supports linkage programs between commercial banks and 

microfinance institutions (BPRs and semi-formal microfinance providers). PNM provides 

loans to the latter through BPD, with savings mobilized as a unique form of collateral. It also 

provides management assistance as an integral part of capital finance. 

 

Gerakan Bersama Pengembangan (Gema PKM) 
 

 

 

Established in 2000, GEMA PKM is the “Indonesian movement for Microfinance 

Development Forum”. With more than 50 members comprising of formal financial 

institutions, NGOs, mass organizations, Government programs, researchers and donor 

agencies, it has become active in promoting microfinance in Indonesia.  

                                                 
23

 German Agency for Technical Cooperation.technical assistance agency 
24

 Pro-FI has been active in the attempt to secure a comprehensive law governing microfinance and  has 
assisted in drafting new provincial legislation to support LPDs in Bali. 
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It has adopted the goal of extending microfinance services to ten million of Indonesia’s 

poorest families and has lobbied for the establishment of an apex fund for semi-formal 

microfinance providers. 

 

MICRA 
 

 

MICRA is an NGO providing a wide range of specialized services for MFIs, donors, investors, 

commercial banks and government. Its main service is the financial rating tool, which can 

evaluate MFIs at all levels of development. It aims at promoting transparency, improving 

performance and inviting investment in the Indonesian microfinance sector. 
 

 

 

MICRA has acquired an existing commercial bank recently, after gaining financial support 

from Gates Foundation and NGO Mercury Corps. The commercial bank will serve as an apex 

lender to MFIs.  

 

Global Innovation Consulting (GIC) 
 

 

 

GIC is a private multi-disciplinary consulting firm that provides technical assistance, capacity 

building and consultancy services for microfinance institutions. The Asian Development Bank 

(ADB), GTZ, CitiGroup and individual MFIs are among its clients. 

 

PT. Bina Insan Sejahtera Mandiri (PT. BISMA)  & PT. Usaha Karya Bina Mandiri (PT. 

UKABIMA) 
 

 

 

PT. BISMA and PT. UKABIMA are both private financial companies providing support to the 

microfinance sector. Their activities range from wholesale lending to technical assistance, 

training, support for MIS development, linkages between MFIs and commercial finance, etc. 
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2. APRACA Scoping Mission 
 

2.1. Geographic coverage 

 

 

Fig B1. RFLP-Indonesia geographic coverage 

 

The Scoping Mission in Indonesia covered all the project areas where RFLP operates: East 

Nusa Tenggara within three districts (Kupang, Alor and Rote Ndao) and one municipality area 

(Kupang).  

 

The province of NTT is located between 80 and 120 South latitude and from 1180 to 1250 

East longitude. The total land area of NTT is 47,349square kilometers which spreads over 

566 islands (42 inhabited islands and 524 non-inhabited islands). Most of NTT areas are 

mountainous and hilly area with few flatlands. It has 40 rivers ranging from 25 –118 

kilometres in length. 
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The dry season begins in June until September, wind coming from Australia, which contains 

little moisture, sets the dry season. Wind that contains a great amount of moisture from the 

Pacific Ocean starts the rainy season in December and lasts until March. 

 

In 2008, NTT province was divided into 19 regencies and one municipality- 284 districts, and 

2.837 villages. According to the 2007 population projection of BPS, the total of population in 

NTT was 4,534,319 at that time, with an average density of 95.76 people per square 

kilometer.  

 

In 2008, NTT’s average per capita income reached US$ 497, increased from the previous year 

(US$ 442). In 2008, Kupang Municipality had the highest average per capita income 

amounting to US$ 1168 per household per annum (see Table B2). 

 

Table B2. Average of per capita income in the RFLP areas / Source: NTT Province in Figure, 2009. 

 

Pilot Sites 
2007 

(US$) 

2008 

(US$) 

Kupang District 466 515 

Alor District 358 379 

Rote Ndao District 388 426 

Kupang Municipality 1,052 1,168 

 

 

2.2. Survey process 
 

 

 

For this field visit, the consultant collected all data from village government, Dinas DKP 

province, cooperatives, institutions, BRI branch office in Kupang, the fishers, processors and 

vendors. 
 

 

 

Primary data was collected through: 
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1. Interviews 

2. Focus group discussions (FGDs) 

3. Informal meetings 

4. Actors’ meetings 

Those interviews were intended to identify the financial gaps prevailing within the fishers 

communities covered by the RFLP. Secondary data was collected by reviewing document 

relevant to the study and also by interviewing MFIs in NTT for cross-checking.  
 

 

 

Because of the large geographic coverage of the RFLP-Indonesia, a decision was made 

together with the DKP and the APRACA to retain the obtained sample in the areas covered 

by the present study. Areas covered include Rote Ndao sub-province, Alor sub-province, 

Kupang sub-province and Kupang municipality. The survey followed the schedule found in 

the table below.  

 

Table B3. Sample of district in the project areas  

 
 

 
 

 

 

Name of the 
Tool 

Dates 
conducted 

Venue Participants Target segment 

Client survey 
From Nov to 

Dec 2010 

Alor, Rote Ndao, 
Kupang district 

and Kupang 
municipality 

60 clients 
Fishers, processors and vendors 

(fisherfolks) 

FGD Dec 2010 Kupang District 10 Clients Groups of fishers 

Actors’meeting Dec 14  2010 
Kupang 

Municipality 
10 institutions 

NGOs, Entrepreneurs, government 
and MFIs. 

Key Informant 
Interviews 

Dec 2010 
Kupang district 

and  Municipality 
6 person 

Community leaders, Department 
Heads and Institutions’ key persons 

Literature 
review 

From Nov  to 
Dec 2010 

N/A N/A Related to Microfinance. 
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2.3. Background information 

 

2.3.1. Fishery background 
 

 

NTT Province is characterized by a rich marine fishery production. Many kinds of fishes, 

shrimps, squids, sea cucumbers, seaweeds and other sea commodities are present in the 

area. In 2007, the total fishery production was 103,825 tons with 101,217 tons (97.5 

percent) attributed to marine fishery production.  

 

Table B4 provides information about the community households’ ownership of boat and 

floating cage net in the pilot sites. The sea fishery production was also accounted for in each 

pilot site. Rote Ndao District had the largest production, with 2,535 tons as of 2009. On the 

other hand, 1,159 was the least recorded production among the pilot sites, and this was 

found in Alor District.  

 

Table B4. Fisheries community households’ characteristics /( NTT Province in Figure, 2009) 

 

Pilot Sites 

Number of 
fisheries 

household 
(HH) 

HH without 
boat 

HH with non-
powered boat 

HH using 
floating 
cage net 

Sea fishery 
production 

(tons) 

Kupang District 3,115 1,010 1,445 65 11,884 
Alor District 3,929 520 2,910 16 11,599 

Rote Ndao District 4,899 1,100 3,277 30 2,535 
Kupang Municipality 358 220 275 125 17,217 

 

 

Sea fishery production in the mentioned areas consists mainly of pony fish (paperek), 

groupers (kerapu), snapper (kakap), yellow tail tuna (ekor kuning), puffer fish (kembung), ray 

fish (pari), scombriidae (selar), flying fish (ikan terbang), galfish and half beaks (julung-

julung), anchovies (teri), etc.  
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2.3.2. Microfinance background 
 

 

At the end of 2008, the number of bank offices (units) in NTT was 110; consisting of one 

central office, 40 branch offices; 69 sub-branch offices and cash offices. At that time there 

were 1.04 million bank accounts in both State and private banks. The latter had a total of 

around US$ 883,880 million, with a breakdown of: US$ 477,295 of deposits; US$ 198,873 of 

matured time savings, and US$ 209,922 of current accounts. Funds which were available 

with the State-owned and private banks reached US$ 770,081 and US$ 113,800 respectively. 

At the end of 2008, the amount of credits (loan portfolio) reached US$ 596,619-US$ 11,049 

as investment credit; US$ 194,623 as working capital credit and US$ 408,795 as consumption 

credit.  

 

In 2008, the number of cooperatives in NTT was 1,614 units consisting of 174 village units 

and 1,440 non-village units. Most of the cooperatives (392 units) were located in Kupang 

Municipality. The table below summarizes the number of banks for each pilot site. Kupang 

Municipality had the most number of banks among the four pilot sites. 

 

Table B5.  Number of banks in RFLP areas 

 

Pilot Sites BRI Bank NTT 
BII, Mandiri, Bukopin 

and Danamon 

Kupang District 1 1 1 

Alor District 1 1 2 

Rote Ndao District - 1 1 

Kupang Municipality 1 1 15 

 

 

Furthermore, the research explored the bank credits of the sites as shown in the table below. 

Results showed that Kupang Municipality had the largest bank credit of US$169, 909 

(general) and US$21, 780 (small enterprises).  
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Table B6. Outstanding Bank Credit in RFLP areas 
 

Pilot Sites 
2008 

General 
(US$) 

2008 
Small Enterprises 

(US$) 

Kupang District NA NA 

Alor District 24,793 4,082 

Rote Ndao District 7,329 1,035 

Kupang Municipality 169,909 21,780 

 

 

 

2.4. Results, analysis and interpretation of the survey 

 

2.4.1. Microfinance services in pilot sites 
 

2.4.1.1. Services provided through Government programs 

 

 

Many poverty reduction programs were implemented in this region, most of them including 

microfinance services. The provincial government of NTT as well as the district governments 

of Kupang District, Rote Ndao District and Kupang Municipality have provided microfinance 

services as part of their regional development programs. The NTT provincial government 

used the development of rural MFIs as a strategy to push for an increase in medium and 

small-scale investments.  The Kupang District government set the provision of microcredit or 

revolving funds as one of its community empowerment program by adopting programs 

similar to those that have already been applied such as KDP (Kecamatan Development 

Program). Most of the past microfinance programs have been managed by related sectoral 

offices, mostly under the provision of microcredit and the strengthening of microfinance 

institutions (MFIs).  

 

The Government has a standard approach to organize beneficiaries into groups, locally 

known as KUB (Business Enterprise Group). There were a number of such groups in every 

village. These groups were small number with only five to ten people in a group. These 
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groups were perceived as unsustainable because groups usually break up. Thus, the benefits 

provided by the Government end up being distributed to other groups and existing program 

terminates.  

 

The Marine Affairs and Fishery Department (DKP) provided a significant technical support to 

the fishers. It requires establishment of a group before they provide the needed support. A 

fisherman, Mr. Sadli Ardani, shared during the survey that the only ones receiving support 

from MAFO were the chiefs and not the members. It is common that the most influential 

people get access to the benefits, he added.  

 

Boats were also provided to the target beneficiaries by the Government. However, it was 

surprising to find out that people from the mountainous areas who do not need the boats 

benefit from the provisions. The boats were reported as unused and were commonly seen in 

front of the houses, according to a fisher from Kupang District , Mr. Jahidin.  
 
 
 
 

 
 
 

2.4.1.2. Services provided by banking institutions 

 

 

Being the second poorest province in Indonesia, NTT does not attract many banks to open 

and operate. In general, the existing banks are State-owned such as BRI, the National Bank 

of Indonesia (BNI), Mandiri Bank, or the NTT Regional Development Bank (BPD/Bank NTT). 

Only Kota Kupang, which is the provincial capital has a significant number of banks, including 

Bank Indonesia (BI), Bank Mandiri, Bank Central Asia (BCA), the Public Bank for Indonesian 

Cooperatives (Bukopin), Central Asian Bank (BCA), Sinarmas Bank, and Bank Perkreditan 

Rakyat Central Pitoby (BPR). 

 

The Bank Rakyat Indonesia (BRI) extended loans to the fishing communities that managed 

and formed beneficiary groups similar to those formed by the Government, according to Mr. 

Igm Oka Wirawan – a BRI branch manager in Kupang. He also mentioned that the fishers 

often experience repayment problems whose main causes are as follows: 
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a. The group was not ready to manage the money; 

b. The group cannot use the loan properly for the need of their business; and 

c. The Government does not help the banking sector to collect the interests because 

fishing communities are often considered as beneficiaries rather than clients. 
 

 

 

BRI as a regulated MFI has some precise requirements for clients who want to avail of loan. 

The bank will extend loans only to clients who fulfil the conditions below: 
 

 

 

 

 Having fishery business for a minimum period of two years 

 Having appropriate collateral 

 Having reputable character 

 Having capital 

 Owning a savings account in BRI 

 The property for collateral must be 20 miles from the beach line (green line). 

 The clients must show a business certificate/letter issued by the leader of the village, 

as the Government legal officer. 

 
 

Results also revealed that, the fishers who are located in RFLP-Indonesia covered areas did 

not receive any loans from MFIs, mainly because of distance from financial service providers.  
 

 

When they had access to MFIs, surveyed fishers also claimed that they were afraid to take 

the loan because of the repayment that they did not feel able to repay on a regular basis, 

which would lead to the loss of their collateral. 

 

The survey revealed that  those who had access to MFIs hesitated because of the fear of 

failing to repay on a regular basis that would result in the sequestration of their properties 

(collateral).  

2.4.1.3. Services provided by non-bank formal institutions 

 

The non-bank formal MFIs, which provide microfinance services in NTT include pawnshops 

and cooperatives. Pawnshops in NTT only carry out their traditional task, i.e. lending money 
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to individuals who want to pawn valuable items that are later redeemed within a certain 

timeframe. Not all the cooperatives operating in NTT adopted the cooperative principles 

that are based on doing business from, for and by the members. Indeed some cooperatives 

expand their activities and provide services to non-members. There were some institutions 

identified as cooperatives, which focused merely on commercial businesses rather than 

emphasizing solidarity among members. 

 

o State-owned pawnshops 

 

State-owned pawnshops also provided microfinance services considered as easy to access by 

the poor. It was deemed as very accessible since the poor possess items that were allowed 

to be pawned.   

 

o Cooperatives 

 

Several NGOs, religious organizations (such as churches), and common people in NTT formed 

cooperatives to provide microfinance services to the poor. Some of the relatively big 

cooperatives that provided microfinance services include Talenta Cooperative, and Pusat 

Koperasi Angkatan Bersenjata Republik Indonesia (Puskopabri): 

 

- Talenta Cooperative 

 

Talenta Cooperative focuses its activities on savings and loans. During the collection of data, 

there were around 4,000 active members in the Talenta Cooperative from Kabupaten Timor 

Tengah Selatan, Belu, Alor, Sikka, Ende and Rote Ndao. The operations of this cooperative 

were supported by 89 staffmembers; most of whom are field staff responsible for the 

collection of installments. Each field managed around 45 members. The key to the success of 

this cooperative was reported to be the intensive interaction and communication between 

its members. 

 

- Pusat Koperasi Angkatan Bersenjata Republik Indonesia (Puskopabri) 
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Another MFI which takes the form of a cooperative and which is widely known to the 

communities in Kabupaten Kupang and Manggarai is Puskopabri. This cooperative is often 

referred to as a “daily bank” because loan instalments are generally made on a daily basis.  

Assessing potential of Puskopabri borrowers was the task of field officers.  Potential 

borrowers did not need to visit a branch in order to apply for a loan.  They were only 

required to meet a field officer. If the officer agreed to a loan request, the money was 

handed over the next day. Likewise, borrowers did not need to travel to Puskopabri 

branches to make repayments. The field officers collected repayments from a borrower’s 

house or place of business. Borrowers paid a higher interest rate for that service – 20 

percent per month. As an example, if a member borrowed US$ 11, he/she needed to repay 

of US$ 0.44 for 30 days. Puskopabri was perceived by its client as an informal MFI because of 

the absence of cooperative membership principles and the lack of education/guidance to 

the members - such as member training sessions or group meetings for members’ education. 

 

2.4.1.4. Services provided by NGOs 

 
 

It was found out that various NGOs are significantly growing in number in NTT: More NGOs 

assist and empower poor communities. Some NGOs have activities and programs that 

directly and indirectly address the financial needs of the poor through microfinance services. 

In 2005, a SMERU (Research Institute) study team focused on the microfinance services 

providers operating in Kabupaten Kupang and Kabupaten Manggaraip. The MFIs covered 

were Tanaoba Lais Manekat (TLM), Foundation for the Development of Sea-fishing and 

Coastal Community (YPPL), and UBSP Tunas Jaya. It was reported that other NGOs such as 

Alfa Omega Foundation (YAO), Sanlima Foundation and Delsos Foundation have units or 

divisions that provide microfinance services. Other NGOs like AYO Indonesia Foundation and 

many others provide indirect support to microfinance through their technical assistance to 

community loans and savings groups, both informal organizations and cooperatives.  

Below are the profiles of NGOs that provide microfinance services which had been visited in 

the context of the present mission, while others covered during the SMERU survey in 2005.  
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o Tanaoba Lais Manekat (TLM) Foundation – Kabupaten Kupang 

 

TLM was established by a church to assist in the development of the community’s economic 

activities aiming at poverty reduction. TLM empowers communities and provides loans that 

function as a means of supporting productive businesses (SPUP). Both individuals as well as 

groups who own farming businesses such as seaweed cultivation, cattle production and 

small trading businesses can receive SPUP. SPUP groups are restricted to five members and 

repayments are a joint responsibility. Besides receiving loans, the borrowers also receive 

trainings on fund management and business development every three months. TLM requires 

prospective borrowers to have a business, permanent address and a savings account with 

TLM. The requirement for borrowers to own a business is based upon the belief that 

additional capital for the poor can only be provided to those who own a productive business 

and initial capital of around US$ 55. According to TLM staff, the very poor cannot be 

empowered directly through the provision of capital. The first step that needs to be taken 

for them is to increase their motivation and capacitate them through education, skills 

training, and assistance.  
 

 

 

The value of having savings account is also promoted. It aims for customers’ economic 

sustainability. It also aims at encouraging them to provide for their own capital for the 

expansion of their business without reporting to loans.  

 

TLM makes this possible through compulsory savings each time customers repay their 

credits (minimum of 20 percent of the instalments).   
 

 

At the time of the study (2005), TLM’s operations covered West Timor, specifically Rote and 

Alor districts. Ten branches were operating in the area. It had around 13,000 active 

customers assisted by 13 field staff.  Each field staff was assisting around 275 customers. 

TLM activities received financial support and technical assistance from various institutions 

based in Europe, United States and Australia. 

 

o Alfa Omega Foundation (YAO) – Kabupaten Kupang 
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YAO is one of the oldest NGOs in NTT. It has developed many local NGOs in several 

kabupaten in West Timor and in Flores Island. YAO has two main activities that are 

microfinance in nature-capacity building and strengthening of other MFIs and provision of 

direct microfinance services to the community.  
 

 

YAO provides technical assistance to community based organizations (CBOs) and develops 

them into multi-purpose cooperative or loans and savings cooperative. Aside from providing 

assistance for business development, seeking market opportunities and human resource 

management, YAO also provides capital assistance to the groups that are considered having 

sufficient management capacity. The amount of a loan depends on the group’s proposal and 

ranges from US$ 8,286 to US$ 11,049, payable in 10 months with an interest rate of 0.75 

percent per month. Today, this activity is handled by local NGOs associated with YAO that 

are located in six kabupaten: Kabupaten Kupang, Kupang City, Kabupaten Belu, Kabupaten 

Alor, Kabupaten Rote and Kabupaten South Central Timor. YAO provides US% 22,097 to 

these NGOs as capital assistance for the community development programs.  

 

The microfinance unit of the YAO (MFI-YAO) manages and provides direct provision to 

microfinance services. The target groups of these microfinance services are the low-income 

classes, especially women, who do not own collateral. MFI-YAO has two types of credit 

schemes; one with monthly repayments and one with daily repayments. The activity of MFI-

YAO covers Kabupaten Kupang, Kabupaten North Central Timor and Kabupaten Belu. 

 

The funding for MFI-YAO mainly comes from profits that have been separated from YAO 

accounts, plus grants from the New Zealand Aid Program (NZAID). In addition, MFI-YAO also 

received funds for training from NZAID and Japan International Cooperation Agency (JICA).  

 

o Foundation for the Development of Sea-Fishing and Coastal Communities 

(YPPL) – Kabupaten Kupang 

 

YPPL started its operation in 1998 as one unit within YAO and later became independent in 

2002. The activities of YPPL include assisting groups, providing capital assistance and raising 
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community awareness for community empowerment, capital strengthening, capacity 

building and natural resource conservation. The target beneficiaries of this foundation come 

from coastal communities in Kupang Bay, North Coast of TTU and South Coast of Belu. 

Capital assistance is given to groups in the form of soft loans under the joint responsibility of 

all members of the group, and to individuals with monthly repayments. At the time of the 

study (2005), YPPL had disbursed loans to 26 groups that had businesses in milkfish culture, 

marine fishing, agriculture, animal husbandry and shops, and 16 individuals who run animal 

husbandries and cattle trading.  

 

To run its activities, YPPL has received support from various donors and has established 

cooperation with the Government. Among others, YPPL received support from COREMAP 

AusAID in 1998 as well as from JICA and NZAID. Since 2001, YPPL has established 

partnerships with the Office of Fisheries and Marine Resources for better management of 

natural resources through strengthening community-based organizations in the coastal 

areas. 
 

 

 

 

o Sanlima Foundation – Kabupaten Kupang 

 

Sanlima Foundation has three main programs, namely research, democracy and the poor, 

and people’s economy. In 1999, Sanlima started to provide loans as part of the business 

assistance package under its people’s economy program. The foundation has assisted 36 

groups, 16 of which are located in Kabupaten Kupang and Kupang City. Business assistance 

has been delivered in the form of trainings in management and finance. Loans are given to a 

group of six to ten members with joint responsibility. Each group makes a deposit of ten 

percent from their loan.     Compulsory savings of US$ 0.55 per person and voluntary savings 

in the amount decided by the group itself are also required by the foundation. The 

repayment rate is quite high. It was found out that the problems in loan repayments were 

usually caused by the fluctuation in prices that had impact on the profitability of the 

business of the members. Bad debts however, were minimized through the adoption of a 

flexible scheme that is in accordance with the repayment capacity of the borrower. 
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Five staff run the microfinance and business assistance activities, wherein expenses are not 

covered by the loans’ interest. The cost of their activities is financed by assistance funds 

provided by YIS Solo and ASPUK.  

 

2.4.1.5. Services provided by informal sector 

 

 
The survey revealed that poor families in NTT also obtain loans from informal institutions 

such as informal moneylenders, arisan groups and loan and saving groups. Based on the 

study conducted, the following information were obtained.  

 
 

 

 

 

 

 

 

 

 

 

o Informal Moneylenders 

 

With the spread of microfinance services offered by formal and informal institutions and 

particularly government assistance programs, services offered by moneylenders in NTT have 

decreased significantly. However, it is recognized that the informal moneylenders 

(commonly referred to as “Papalele”) still exist in many places.  
  

 

Moneylenders still assume an important role in the mentioned RFLP areas. They offer short-

term loans that help the fishers with their urgent expenses needs such as education, health, 

and cultural activities. Even though the moneylenders can only give limited amount of 

money, the process of lending the money is fast, the period of repayment is short  (generally 

up to one-month term), and well accustomed with the community, making it easier for the 

moneylender to choose his clients and enforce the repayment. 
 

 

There are two types of informal money lending services. Firstly, individuals who borrow 

money from neighbours or relatives; and secondly, lending institutions that are referred to 

as “daily banks” (see Box B1). Borrowing from neighbours and relatives is less common than 

borrowing from “daily banks” and individual moneylenders because it is rare for neighbours 

or relatives to have excess money for lending.  

 

As an example case of Moneylender (Daily Bank): 
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A creditor seeks a US$ 11 loan from a moneylender (daily bank) to fix his net. The rules of 

moneylenders are: five (5) percent for administration fee, five (5) percent for savings and a 

minimum of 20 percent interest rate. The repayment should be done daily (US$ 0.44/day) 

within 30 days. Therefore, the creditor receives only US%10 but must return the full amount.  

 

 

o Arisan (ROSCA) and Loan-Savings Groups 

 

Arisan activities have been developed and have gained popularity because they provide 

savings and loans for everyone, including the poor. Becoming a member of an arisan group 

means forcing oneself to save money that at some point will be used to meet a variety of 

productive and consumption needs.  
 

 

 

 

Commonly, an arisan group is formed by and for the membership of 10 to 25 people, 

although some have more than 40 members. Several arisan groups developed their activities 

for loan and savings group. Besides paying for rotary savings (arisan), the members also 

agree to have compulsory and voluntary savings. The money collected then could be lent to 

other members of the group under particular schemes agreed upon. The members have an 

annual rotation, as in the savings group in the previous year will be entitled to loan from the 

savings of the creditors in previous year.  The membership can change depending on the 

willingness of the members.  

 

2.4.2. Potential partners in RFLP areas 
 

 

 

Almost all MFIs experienced extending loans to the farmers, small merchants and small to 

medium businessmen. Most of them have not extended any loan to the fishers because 

there are many government loan programs assisting the sector. All these institutions have 

potential to be RFLP financial partners under output 5. The following institutions (see Table 

B7 below) operating in the RFLP areas and were identified as potential to supporters of RFLP 

output 5. 
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 Table B7. Potential partners MFI in RFLP pilot sites 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

Table B7 shows also the NGOs covered by the 2005-SMERU Study which provide technical 

assistance to the groups. Subject to further inquiries about their present activities, they 

should be considered as potential partners in the context of the RFLP. As shown in Table B7, 

the identified NGOs during the 2005-SMERU study are suggested to be considered as 

potential partners of RFLP as they have previously provided technical assistance to the 

groups.  

 

Based on the survey the NGOs and civil society organizations visited and listed in Table B8 

below opened more possibilities for partnerships to support RFLP Output 5. The information 

provided are based on what had been gathered and are all useful for communication and 

coordination purposes.  

Institution MFI Name 
No of Outlet 

RN Al KD KM 

Rural Bank 
BPR Central Pitoby - - 1 1 

BPR Talenta 1 1 1 1 

Commercial Bank 

BRI Bank 3 3 8 10 

BNI Bank 1 1 2 3 

Mandiri Bank - - 1 1 

Bukopin Bank - - - 1 

BCA Bank - - - 2 

Sinarmas Bank - - - 1 

Government Bank 
Bank of NTT 1 1 3 7 

Pawnshop 1 1 3 5 

Cooperatives 
Cooperative Fisheries - 1 2 1 

Puskopabri 5 5 7 5 

Non Formal NGO-MFI 

YAO Foundation - - 2 2 

YPPL Foundation - 1 1 1 

Tanaoba Mais Malekat 
Foundation 

1 - 1 1 

Sanlima Foundation - - 1 1 

Ayo Indonesia - - 1 - 
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Table B8. Non-Government Organizations/Civil Society Organizations 

 

NO Name Activities Address 

1 
Yayasan Tri 
Contact: Yedityah 
Tridarty Mella, SP 

Address substandard human resources in NTT, 
the lack of job opportunity especially for those 
age groups are unable to continue their 
education and the limitation to fulfil the women 
and children’ rights. 

Jln. Dodiklat RT 023 
RW 008, Oebobo, 
Kupang, NTT 

2 
KAD'DI HARI 
Contact: Adam 
Bentura 

Capacity building through education and skills 
building.  

Jln. Timor Raya 
No.173 Kel. Oesapa 
Kec. Kelapa Lima Kota 
Kupang   Tlp.0380-
8086186.   Fax.0380 - 
8086193. 

5 

Yayasan Kolo 
Hunu 
Contact: Yoseph D. 
Folla, MBA 

This foundation was established along with the 
end of “Proyek Pengembangan Wilayah terpadu 
NTT” in cooperation with the Indonesian and the 
Australian government. The purpose is to provide 
guidance for and assistance to the development 
of marine products in NTT-IADP. 

Pusat :                            
Jln. Ade Irma Gang II 
No.7 Walikota Baru  
Kupang -NTT        
Tlp/Fax: 0380-825846                       
Kabupaten :                   
Jln Kelinci No. 24  Soe 
- TTS Tlp. 0388-21878 

6 

Yayasan 
Womintra/YASWIT  
Contact: Dra. Susy 
M.D. Katipana 

Womintra foundation is an affiliate of Jacob 
Foundation which addresses development. 

Jl.Amabi - Tofa, 
Oebufu Kupang - NTT  
Telp./Fax.(0380) 
824868, 820294 

7 
Wahana Visi 
Indonesia (WVI) 
Contact: Erwin S 

Human/social  community development, social 
development, advocacy and income generation 
and improvement for Kupang, Alor, Rote Ndao 

Kupang 

8 
Care International 
Contact: Josua 
manullang 

Social/community development in DRR Kupang 

 
 
 
 
 
 

Table B9 shows the Government institutions that were proposed as partners in providing 

loan support to the targeted RFLP beneficiaries. 

 

Table B9. Government institutions 
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No Name of Department 

1 Dinas Kelautan dan perikanan (Marine Affair and Fishery District) 
2 Dinas Koperasi dan UMKM ( Cooperative and Micro, Small and Medium Business) 
3 Dinas Sosial (Social Welfare) 
4 Dinas Perdagangan dan Industri (Trade and Industry ) 
5 Dinas kehutanan (Forestry ) 
6 Dinas Lingkungan Hidup (Life and Environment ) 
7 Dinas Pertanian (Agriculture) 

 

 

 

 

 

3. APRACA Recommendations to Achieve Output 5 

 

3.1. Rationale for chosen pilot sites 

 

The two criteria were considered in the selection of the pilot sites-geography condition, 

socio-cultural and natural resources available. Four sites were recommended within the 

context of the scoping mission: 
 

 

 

 

 

• Coastal areas 
 

 

 

The retained pilot sites are located in three islands, namely Alor Island, Rote Ndao Island and 

Timor Island. Kupang district and Kupang municipality are located in one area and were 

chosen because they have the same sociocultural conditions and access to microfinance 

institutions that can be reached through the land transport system. Rote Ndao district 

represented an island area where MFIs can be reached by the rural people. 
 

 

 

 

 

• Fishers experience difficulties in accessing microfinance services  
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The three retained areas represent fishers’ areas which lacked significant access to 

microfinance services.  

 

Based on the above mentioned site selection criteria, the following villages (see Table B10) 

were identified as RFLP priority pilot sites: 

 

Table B10. Priority pilot sites in RFLP areas 

 

No Region Village 

1 Kupang District 
Kuanhuen, Tesabela, Oenaek, Tablolong, Sulamu, Bipolo and 
Oeteta 

2 Rote Ndao Loundalasi and Pantai Baru 

3 Kupang Municipality Oesaba 

 

 

 

3.2. Identifying the financial gap 

 

 

Based on the survey, there were two major perspectives of financial gaps which are as 

follows:  

 

1. Financial gaps as identified by microfinance service providers (MFIs). They account 

for portfolio gaps, efficiency gaps, sustainable gaps, and outreach gaps 

2. Financial gaps identified by fishers. They  are based on fishers’ experiences with MFIs 

(refer to Table B11). 

 

As a summary, the following were the major identified issues from both the figures and 
bankers perspectives:  
 
 Distance between MFIs and targeted beneficiaries.  Most of the MFIs operating in the 

project areas are far from the targeted RFLP beneficiaries. This resulted in higher transaction 

costs for the fishers. 



 

 

 

 

 

 102 

 Inappropriate products:  It appeared that most of the MFIs operating in the RFLP 

areas lack  appropriate financial products for the fishers. 

 MFIs have poor knowledge of the fisheries sector: MFIs lack of knowledge about the 

MFIs about the fishing activities hindered them to provide appropriate services and 

products.  

 Fishers do not understand MFIs ’procedures: The lack of financial knowledge and the 

minimum variant of the products were the reasons they could not access loans. The fishers 

also did not apply for loans because they did not have a good understanding of MFIs 

procedures. As a result, many fishers never obtained loans from MFIs.  

 The target of loan supports from Government often could not be achieved. Almost all 

the Government programs were not able to reach their targets. To some extent they have 

severely harmed the whole sector through their subsidized and inadequately targeted 

programs. 

 Papalele manipulated fish market. Middlemen had key roles in the business activities 

of the fishers. Papalele delivered credit to the fishers anytime they needed it with the 

condition that the fishers had to sell back their catch at a lower price than the price market 

(hereinafter referred as “sell-back” arrangement).  

 Lack of coordination and collaboration among marine affairs and fishery (DKP), social 

welfare and cooperatives. The lack of coordination between these three entities worsens the 

problems making it more difficult for MFI to do their jobs.  

 Capacity building is inadequate. Both the MFI staff and fishers lack knowledge and 

skills to perform effectively and efficiency. MFIs need more knowledge about the fisheries 

sector, as mentioned earlier, while fishers need more knowledge about group formation and 

loan management.  
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Table B11. Financial gaps in RFLP areas - MFIs’ perspective 

 

Gaps Features 

Portfolio gaps 
 

 Less savings products 

 Lack of access to insurance products 

 Lack of loans appropriate for fishers 

 Non-availability of non-financial products 

 Poor maintenance of the PAR 

Efficiency Gaps 
 

 Lack of supervision on the proper use of credit 

 Lengthy and complexity of loan application process 

 Non-availability of repayment schedule to business cycle 

 Too many members per group 

 Management and information insuffiency 

Sustainability 
Gaps 

 

 Writing off interest 

 No competitive interest 

 Loan disbursement without credit insurance 

 Lack of trust in the fisher- clients 

 High transaction expenditures when collecting loan 

repayment 

Outreach gaps 
 

 Credit for non-fishery livelihoods 

 Less credit distribution on group basis 

 Making compulsory savings guarantee for credit 

 Non-availability of profit -sharing system with clients 

 Too many guarantors 

 Very distant from the office 

 

 

Table B12. Financial gaps in RFLP areas - fishers’ perspective 

 

Gaps Features 

Office location 

 
The far distance between MFIs and fishers’ housing areas results in 
high transaction cost 
 

Document 

 
The bulk documents to be accomplished to acquire the loan from 
MFI 
 

Process 
 
Loan processing can take up to two months  
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Collateral 

 
The fishers who are afraid to apply because they think that if they 
cannot repay the loan, their collateral will be seized  
 

Papalele 
(moneylender) 

 
The ‘Papalele’ are highly solicited although they often charger high 
interest rates   
 

DKP and Social 
affair program 

 
DKP programs are reported to reach only the most influential 
people and are deemed to have very low repayment rates 
 

 

 
 
 

The fishers in the pilot sites can be divided roughly into four clusters according to their main 

activity: 

 

1. Capture fishers - These fishers to fix and upgrade their equipment, boats, nets and 

other tools (working capital). Their loan demands range from US$ 100 to US$ 500. 

  

2. Processors - We also found some fish processors in several pilot sites. They were 

mostly encountered when the fish catches are abundant which tends to lower the price of 

the fish caught. The fish processing is time consuming: drying fish takes around 2-5 days. 

Noteworthy, some of the processors are only active when they are made-to-order, which 

limit seriously their access to loan services. 

 

3.  Vendors – It was observed that, the vendors are spouses of the fishers. After their 

husbands came back from fishing, the women sold the catch to the closest market or to 

other partners. Sometimes they sold it to the bigger “papalele”. For the people who lived far 

from the markets, it was common to directly sell their catches to the “papalele” in order to 

save on transportation expenses. Some vendors interviewed really expressed their need for 

loan to pay the fishers. Those loans would be used to cover the transportation to the 

market, ice block, and box cooler to preserve the fish. Their loan demands ranged from US$ 

300 to US$ 800. 
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4. Seaweed producers - DKP provided training on seaweed cultivation. As a result, a lot 

of people started this activity in the RFLP project areas. Various supports were already 

provided to the people involved in seaweed cultivation. The aid took the form of some 

equipment (rope and seedlings). Loans were usually used to replace the used and worn out 

ropes and to buy the seaweed seedlings.  The loan size demand is generally ranging from 

US$ 100 to US$ 500. 

 
 

3.3. Recommended RFLP action plan under output 5 
 

 

 

Output 5 of the RFLP calls for improved access of financial services to the fishers/coastal 

dwellers in the three covered areas - namely Kupang District, Rote Ndao District and Kupang 

Municipality.  In order to achieve this goal, the following strategies are recommended: 
 

 

 

 

1. Improve fishers’ knowledge of microfinance services. 

In the RFLP areas, it appears that most of the fishing communities lack  understanding about 

microfinance services. This does not only become a barrier between fishers and the financial 

system but is also seen to limit the fishers’ perception of the available existing services. This 

issue could be addressed through information/awareness campaigns. 

 

2. Improve community-based organizations’ (CBOs) capacity.  

CBO capacity should be improved through the provision of training in fishery business, group 

management, accounting/administration procedures, product marketing, and loan 

management. At the same time, the capacity building of the CBOs should help them in 

designing programs and with their promotions, making them more attractive for MFIs to 

partner with them. MFIs shall serve as an intermediary entity to deliver financial services. 

MFIs are located far from communities they are operating at except in Kupang Municipality. 

It is suggested that CBOs be formed and serve as liaison between the fishers and banking 

institutions. This limits the fishers’ access to their services and has detrimental effects on 

their expenditures.   

 

3. Provide loans and saving services for fishers. Expanding the existing MFIs in the 

remote areas to be able to cater to the needs of those poor people who are widely dispersed 
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will not be economical for MFIs and fishers. Therefore an interesting alternative to expand 

the reach of savings and loan facilities to link would be the semi-formal and informal MFIs 

with banks through an extensive outreach program. Several models such as linking banks to 

community groups and/or mobile units could be further explored as alternatives for 

increasing the coverage of microfinance services to rural and remote areas.  
 

 

4. Develop products for the fisheries capture sector. 

This study found that microfinance services in the sample areas were focusing on the trade 

and retail sector only. Microfinance services for the fishing sector are poorly developed.  

There are some limitations that could explain why people don’t avail of microfinance 

services. First, some of them are not able to fulfil the MFIs’ paper requirements. Secondly, 

the low economic activity in coastal area makes the MFIs reluctant to expand their activities. 

Lastly, the fact that fishing activities are seasonal makes it difficult for the MFIs to adapt 

their repayment procedures.  

 

Though there are also good practices that were employed successfully by NGOs, product 

service and development must also be enhanced. The designs of the new products and 

services (e.g. microinsurances) and tailored to the needs of the people involved in the 

capture sector must be tailored-fit to the needs of the target beneficiaries.   
 

5. Better consider the women. 

In fishers’ households, women hold an important role and often make the important 

decisions. This understanding should be taken seriously by the MFIs while expanding their 

activities in fishing communities. This implies that chance for women to get a loan should be 

equal with the men. It has been proven by many studies that women are better than men in 

terms of loan management. Households whose finances are handled by women are found 

out to be more financially efficient. MFIs should pay more attention to this knowledge and 

findings and make relevant programs for women/mothers in the communities.  
  

6. Facilitate the collaboration between MFIs and the Government (DKP, Social welfare 

and Cooperative Dinas).  

The next Government initiatives toward the provision of microcredit services should be 

carefully designed in order to avoid supply-driven services and moral hazards as they have 
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occurred so far with government credit programs. An alternative option would be to 

separate microfinance services from technical and marketing assistance services. However 

the programs have to be developed and implemented in an integrated fashion.  With proper 

coordination/collaboration, a diverse range of microfinance programs could be implemented 

simultaneously. The latter could be achieved through an integrated research effort about 

the community livelihoods, the community institutional capacity and business opportunities 

and challenges (see Annex B1). 

 

 

 

 

 
 

 

 

 

 

  

 

 

 

 

Fig B1. Recommended lending model for the RFLP. 

Bank, MFI or Other 
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 Group guarantee of loan as 
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Microfinance Channel: 
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C/ Republic of the Philippines / Republika ng Pilipinas  

Summary 

By Dr. Enrique Navarro (APRACA Scoping Mission Team Leader) 

 

Findings of the scoping mission 
 

The RFLP sites have seasonally important small pelagic resource and important municipal fish 

production but threatened by a decreasing catch rate due to over-fishing.  Aquaculture and marine 

culture appear to be promising. Dipolog School of Fisheries provides the fishery technical skills to the 

nearby coastal towns of the project sites. 
 

There is a need to increase the capacity for marine resources conservation and management due to 

illegal fishing, weak regulatory enforcement, overused of near-shore resources owing to population 

pressure, and insufficient reliable and updated fishing sector information despite the presence of 

Fisheries and Aquatic Resource Management Councils and fishers’ organizations. 
 

Quality of fish products and services are relatively low due to inadequate production infrastructure 

and support facilities, and unchecked quality and availability of raw materials for bottling processed 

fish. Food safety issue arising from the red tide phenomena and mining, and mining-related 

pollutants threaten the quality of fish products. 
  

Fishers and their families are vulnerable to disasters resulting from the fishing livelihood. Incidence 

of piracy and accident at sea (due to unavailability of life vest and other safety devices and unreliable 

weather reports) are common. 
 

Financial services that are mostly limited to short-term credit are available from informal and formal 

lending parties such as middlemen or fish buyers (mostly preferred due to flexibility), self-help and 

savings groups, banks, cooperatives, and provincial government lending facility. Informal credit 

sources charge relatively high interest rates (25 percent per month). 
 

The fishing sector is a potentially big credit market that requires a low-risk retailing method or 

system. Among the respondent formal lending institutions, the potential RFLP microfinance partners 

are rural banks, cooperatives banks, and MFIs. Big banks deliberately do not want or do not have the 

capacity to respond to the financing needs of small and medium borrowers.  
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Two big government banks, Land Bank of the Philippines (Land Bank) and the Development Bank 

(DBP) of the Philippines (DBP) cannot directly lend to small borrowers. Land Bank lends for 

countryside development through cooperatives and associations of agrarian reform beneficiaries, 

agrarian reform communities and irrigators. Though DBP has a Fisheries Development Loan Facility, it 

can only provide wholesale microfinance loan to banks engaged in microfinance. Only the FACOMA 

Bank in Sindangan is aware of the loan facility among the smaller banks (respondent), but it does not 

avail the service because it does not have the credit confidence and it lacks a lending program 

specific for the fishers. 
 

Three financing institutions that can be potential lenders to small fishers are Rural Bank of Katipunan, 

Rural Bank of Dipolog, Inc (RBDI) and CARD Inc. (an MFI). RBDI has a development loan incentive for 

municipalities, barangays (villages) and cooperatives. It is open to the idea of retailing loan to coastal 

dwellers for fishing-related livelihood. 
 

APRACA Recommendations 
 

Provide better understanding of the roles of all stakeholders and their respective situations or 

positions through information and education campaign and a programmatic approach in 

implementing RFLP. The coastal dwellers should be informed on how the banking or financing system 

operates. On the other hand, the financing institutions should know the nuances of fishing and 

related livelihood. The partnership among the stakeholders should be geared towards a 

comprehensive service delivery system that covers production and marketing with the necessary 

support including provision of appropriate technology. 
 

Strengthen the capabilities of fisher organizations in organizational and human resources 

management, financial management, capital build-up, entrepreneurship, networking with markets 

and service providers, resource utilization and stewardship. The aim is to improve operational 

efficiency and credibility of the organizations. 
 

Intensify the participation of local government units (LGU) in the livelihood activities of the fishers 

and coastal dwellers specifically in security of the coastal areas including protection from piracy and 

marine resources destruction, serving as third party guarantee using their internal revenue allocation 

(IRA), accreditation of groups for livelihood support, implementation of regulations, and policy 

advocacy on marine resources use and conservation. 
 

Improve the resource base of the bays through the following: 
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List of Acronyms 

 

BFARMC Barangay Fisheries and Aquatic Resource Management Council 

BRW Bureau of Rural Workers 

CARD Center for Agriculture and Rural Development, Inc. 

CDA Cooperative Development Authority 

CSO Civil Society Organization 

DA-BFAR Department of Agriculture – Bureau of Fisheries and Aquatic Resources 

DBP Development Bank of the Philippines 

DENR Department of Environment and Natural Resources 

DOLE Department of Labor and Employment 

DOST Department of Science and Technology 

DTI Department of Trade and Industry 

FACOMA Farmers’ Cooperative Marketing 

FAD Fish Aggregation Device 

FARMC Fisheries and Aquatic Resources Management Council 

IRA Internal Revenue Allocation 

LBP Land Bank of the Philippines 

LGU Local Government Unit 

MAO Municipal Agriculture Office 

MB-PUKOT Murcillagos Bay (Murcillagos Bay Peoples Involvment) 

MFARMC Municipal Fisheries and Aquatic Resource Management Council 

MRDP-APL2 Mindanao Rural Development Program – Agricultural Productivity Loan 

NATCCO 
Formerly National Association of Training Centers for Cooperatives, now 
National Confederation of Cooperatives 

PARTS Partnership for Rural and Technical Services 

1. Developing an updated database on the key economic resources of the bay -   

establishing their natural cycles, yield potentials, allowable extraction levels and 

procedures to maintain optimum balance between extraction and regeneration. 

2. Developing potential zones, unified laws on conservation and resource use, and 

mechanisms for police action and monitoring of activities inside the protected zones. 

3. Establishing a monitoring system for catches, seasonality, specie behavior (especially for 

pelagic species and other commercial species) to have a degree of predictability in the 

fishery activities of coastal dwellers. 
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PHP Philippines Peso (currency) 

PNB Philippine National Bank 

PO People’s Organization 

QUEDANCOR Quedan and Rural Credit Corporation 
  SBC      Small Business Corporation 
 

Note: This list is complementary to the one provided at the beginning of the present report.  
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1. Country Context 
 

1.1. Country profile at a glance 

 
 
 
 
  

 The country is divided into three 

major islands groups - Luzon, Visayas 

and Mindanao. These are divided into 

17 regions, 80 provinces, 120 cities, 

1511 municipalities, and 42,008 

barangays (villages). 

 

 

 Since t World War II, the country has 

followed a path of dependent 

development that failed to build 

domestic capital. 

 
 

 The country has faced decades of political crisis marked by massive corruption by 

Government officials and the private sector, important Government debt, increase in 

inequalities and the important demographic growth. 

 

 Political structure: Pluralist democracy modelled on the US. His Excellency Benigno 

Aquino III is the current President.  
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1.2. Microfinance Sector Development 
 
 

 

 

In the early 1950s, small loans programs were implemented in the Philippines by rural banks 

and cooperatives. Targeting the agricultural workers and the fishers, these programs turned 

out to be unsustainable due to low repayment rates. 
 

 

 

From the 1970s to the mid-1980s, the Government developed the directed credit programs 

(DCPs) through rural banks, development banks (see respectively 1.3.1.2 and 1.3.2.3.) and 

other Government financial institutions, providing highly subsidized credit to the rural poor. 

The DCPs failed due to an unreached targeted clientele, significant corruption and lingering 

repayment problems. 
 

 

 

In the late 1980s, non-governmental organizations (NGOs) became the chosen partners of 

the Government in its fight against poverty. Learning the lessons from the previous failures, 

they developed new approaches. NGOs often offer both individual and group lending. They 

used the group pressure approach as collateral substitute. Despite the regulatory issues they 

faced, they effectively met the financial needs of the poor. Most of the programs 

nevertheless presented some sustainability issues. 
 

 

In 1996, the “Developing Standards for Microfinance Project” was initiated by a group of 

microfinance NGOs. The project, which was funded by United States Agency for 

International Development (USAID) aimed at developing performance standards to increase 

outreach and reach the poor on a sustainable basis.  
 

 

 

During the last decade, as the country was seriously affected by the 1997 Asian financial 

crisis, numerous Government policies have come into being under the National Strategy for 

Microfinance (NSM).  This strategy, crafted by the National Credit Council (NCC)25 promoted 

a greater involvement of the private sector, the non-participation of Government line 

agencies in credit programs and the adoption of market-oriented financial and credit 

policies.  
 

 

 

                                                 
25

 The NCC is an interagency body established in 1993 under the Department of Finance. 
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In comparison with other countries in the same region, the Philippines is at present 

characterized by a well-developed microfinance market. Nevertheless, most of the actors 

operate in the urban areas and studies showed that microfinance services were delivered to 

only one third of the total poor households (Microfinance Council of the Philippines, 2006). 

 

1.3.  Microfinance actors, supervision and regulation  

 

Relating to the rural finance/microfinance delivery in the Philippines, the structure can be 

viewed at two levels (APRACA, 2007), the retail and the wholesale microfinance actors. 

 

1.3.1. Retail microfinance actors 
 
 

 

 

In the country, the three major providers of microfinance services are NGOs, rural banks, 

and cooperatives. 

 

1.3.1.1. Non-governmental organizations (NGOs) 

 
 

 

 

With around 500 NGOs engaged in the delivery of microfinance services (UN, 2008), they 

constitute the major providers of microcredit to the poor in the Philippines. However, only 

30 of them have a respectable size of operation in terms of number of active borrowers and 

amount of gross loan portfolio. 
 

 

Among the NGOs, group lending is still the predominant approach. Generally, they charge 

interest on loans at rates ranging from 24 to 40 percent per year (computed on a flat basis) 

and they operate a weekly collection of the instalments (APRACA, 2007). 
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NGOs are not subject to prudential regulation and supervision by any government regulatory 

body (see Fig C2).  As a consequence, they cannot legally26 accept deposit and there is not a 

single entity that has complete information on them  

 

1.3.1.2. Rural banks 
 

 

 

 

Within the formal financial sector, rural banks are the main entities that provide 

microfinance services. In 2006, the Filipino rural banking system was composed of 764 Rural 

Banks (Microfinance Council of the Philippines, 2006). 
 

 

 

While some of the rural banks have earlier learned the group lending methodology, they 

generally use the individual lending approach, charging an interest rate ranging from 24 to 

36 percent per year (computed on a flat basis). The frequency of loan collection is daily, 

weekly, or monthly but the majority of the loans are collected weekly (APRACA, 2007). 
 

 

 

Philippine rural banks are regulated and supervised by the Bangko Sentral ng Pilipinas (BSP), 

the country’s central bank.  Rural banks are tauthorized to collect savings from the public 

(see Fig C2). Most of them are members of the Rural Bankers Association of the Philippines 

(RBAP), a national tertiary organization, while they also tend to regroup under provincial 

networks and regional federations. 
 

1.3.1.3. Cooperatives 

 

 

In 2006, there were 66,000 cooperatives registered in the country. Approximately 50 

percent of those cooperatives were functioning and of this number, 85 percent had some 

form of microfinance activities. They are most of the time community-based, with a client 

base usually ranging from 500 to 5,000. 

 

                                                 
26

 Even if they are not authorized by law to collect deposits, most of the NGOs still collect compulsory savings 
from member-borrowers as a form of compensating balance for members’ outstanding loans. 
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Even if some solidarity group lending models have recently been introduced, these 

institutions generally employ the individual lending methodology, charging interest rate on 

loans ranging from 18 to 24 percent (computed on a flat basis). The frequency of loan 

collection is weekly, bi-weekly, or monthly (APRACA, 2007). 
 

 

 

According to the law, cooperatives have to submit reports annually to the Cooperative 

Development Authority (CDA), their regulatory authority. However, most of them remain 

unsupervised and unregulated. They are authorized by law to collect savings from their 

members and tend to operate within the municipality where they are registered 

(Microfinance Council of the Philippines, 2006; see Fig C2). 

1.3.1.4. Moneylenders 

 

The informal moneylenders tend to operate in areas with low population density and little 

physical infrastructure where few MFIs operate. They usually provide loans for one to six 

months at a nominal interest rate ranging from 120 to 360 percent (computed on a flat 

basis) per year (UN, 2008). Although they generally charge a much higher interest rate, they 

are sometimes the only provider in remote areas but they tend to offer credit with faster 

loan releases. 
 

 

 

 

1.3.2. Wholesale microfinance actors 
 

 

 

 

 

 

 

In the Philippines, commercial banks and thrift banks are generally not engaged in 

microfinance operations because they do not have any expertise in the sector and are 

reluctant due to what has been observed in the past. Only few of them have partially 

downscaled to the microfinance market but mostly in the major urban areas. Moreover, 

while these institutions present a wide range of financial products and are allowed to accept 

deposits, their microfinance schemes are usually too rigorous and complex for poorer 

households to access. 
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Moreover, some Government banks’ programs play a significant role in microfinance 

services in the country by providing wholesale funds to retail microfinance institutions 

(MFIs). All these formal institutions are under the regulation and supervision of the Bangko 

Sentral ng Pilipinas (BSP). These major wholesale microfinance actors are described below: 
 

1.3.2.1. Land Bank of the Philippines (LBP) 
 

 

 

 

 

The LBP is a Government financial institution whose mandate is to set up a special credit 

window for microenterprise and to promote microfinance programs for the poor. The LBP 

has not lent directly to retail MFIs for microfinance purposes but some of its branches are 

known to have done so, mostly to rural banks, cooperatives and NGOs.  

On the other hand, the LBP’s current involvement in the sector is the collateral it has 

provided to the loans obtained from ADB-IFAD27 Rural Microenterprise Finance Project 

(RMFP) and the World Bank for the funding needs of PCFC (See 1.3.2.2., Fig C2).  
 

 

 

Among other projects, the LandBank is also tasked to implement the Agri-Fisheries 

Modernization Credit and Financing Program (AMFCP), a project launched in 1997 which is 

meant to replace the different credit programs under the Department of Agriculture in order 

to make credit delivery to small farmers and fishers efficient, responsive, and sustainable. 
 

1.3.2.2. People’s Credit and Finance Corporation (PCFC) 
 

 

 

 

The PCFC is the only Government-owned financial company with a sole focus on 

microfinance. The institution provides wholesale funds to retail MFIs for on-lending to poor 

clients through more than 200 conduits nationwide.  

It also manages Overseas Development Assistance (ODA) funds from ADB-IFAD and the 

World Bank (see above, Fig C2). 
 

 

1.3.2.3. Development Bank of the Philippines (DBP) 

                                                 
27 ADB: Asian Development Bank 
   IFAD: International Fund for Agricultural development 
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DBP is a government-owned financial institution which provides banking services principally 

to small and medium enterprises. It has recently started its Financing Program for 

Microenterprise, allocating a small part of its budget for wholesale lending to retail MFIs (see 

Fig C2). 
 

1.3.2.4. Small Business Corporation (SBC) 
 

 

 

Also owned by the Government, the SBC is a financial institution whose mandate is to 

undertake microfinance operations by providing wholesale funds to retail MFIs, mostly 

cooperatives (see Table C1). 

 

Table C1. Microfinance actors, supervision and regulation in the Philippines (UN, 2008) 
 

Type of MFI RegulatoryAuthority 
Supervision 

Authority 

Microfinance 

Activities 

Formal 

Government’s 

Banks 
BSP BSP 

Wholesale 

funding of MFIs 

Rural Banks BSP BSP 
Savings and 

Loans 

Semi-

formal 

NGOs BSP & SEC28 None Loans 

Cooperatives CDA None 
Savings and 

Loans 

Informal Moneylenders None None Loans 

 

 

1.4. Microfinance funding and supporting organizations 
 

 

 

The Philippines benefits from several sources of Overseas Development Assistance (ODA) 

funds and Technical Assistance aside from the Government support mentioned earlier. 

Provided below are the main providers: 

                                                 
28

 SEC: Security Exchange Commission 
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United States Agency for International Development (USAID) 
 

 

The USAID funds projects on technical assistance services such as technical assistance and 

training to rural banks (through the MABS 29  program), strengthening of the credit 

cooperatives (through the CUES30 program) and of the institutional capacity (through the 

CPIP31).   
 

 

 

 

Canadian International Development Agency (CIDA) 
 

 

The CIDA provided funding for the National Confederation of Cooperatives-Financial 

Intermediation project (NATCCO-FI). 

 

Asian Development Bank (ADB)  
 

 

As mentioned earlier, the ADB provided funds to the PCFC for on-lending to MFIs that 

provide microfinance services through the Grameen Bank replication approach. 
 

 

 

Other microfinance development projects are funded by the Australian Agency for 

International Development (AUSAID), the United Nations Development Program (UNDP), 

the European Union (EU), and the World Bank. 
 

 

 

Moreover, international organizations with local offices provide wholesale funding and/or 

technical support to MFIs such as Plan International, Oikocredit, CARE Philippines, World 

Vision andCatholic Relief Services. 

 
 

 

 

 

 

 

 

 

                                                 
29

 MABS: Microfinance Access to Banking Services. 
30

 CUES: Credit Union Empowerment and Strengthening. 
31

CPIP: Credit Policy Improvement Program helped the National Credit Council (NCC) draw up the National 
Strategy for Microfinance. 
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2. APRACA Scoping Mission 
 

2.1. Geographic coverage 

 

The area of Study is located in the Island of Mindanao, Southern Philippines in the Province 

of Zamboanga del Norte.  

 

 

 

Figure C2. Zamboanga peninsula  

 
 

Zamboanga del Norte is the largest province of Zamboanga Peninsula in terms of land area. 

It is bounded by two major basins; the Bohol Sea on the northeast and the Sulu Sea on the 

northwest. Along the stretch of its coast are three bays which are the main fishing grounds 

of the coastal communities: Murcillagos Bay, Dapitan Bay and Sindangan Bay (see Figure 2). 

It has 27 municipalities, 13 of which are situated in the coastal zone. The province is rich in 

marine and mineral resources. Commercial fishing is primarily engaged in yellow fin tuna, 

sardines, other pelagic fish species and aquatic resources. About half of the province's land 

area is devoted to agriculture.  
 

 

This study covered the ten coastal towns of Liloy, Salug, Leon Postigo, Sindangan, Jose 

Dalman, Manukan, Roxas, Katipunan, Sibutad, Rizal and the two cities of Dipolog and 

Dapitan. 
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The proposed RLFP area covers 3 bays:  The Murcilliagos Bay (Cluster 1); Dipolog Bay (Cluster 

2) and Sindangan Bay (Cluster 3) covering 10 Municipalities and 2 Cities. 

 

 

 

  
 

 

Figure C3. RFLP geographic coverage for the Philippines  
 
 

2.2.  Rationale for the choice of sites 
 
 
 

 

The following are some findings based on the mission scoping in Zamboanga del Norte 
Province. 

 
Resource Situation: 
 
- Among the poorest provinces in the country 

- Population approximately 1,000,000 people 

- Long coastline, many coastal municipalities 

- Seasonally important small pelagic resource 

- Important municipal fisheries production (however, in decline from 2004-2006;  

approx. 50,000t) 

- Decreasing catch rates, overfishing 

- Aquaculture and mariculture potential 

- Presence of Dipolog School of Fisheries 

      Dapitan Bay 

  Murcillagos Bay 

Legend: 
 
Cluster 1:  Rizal, Sibutad, Dapitan 
Cluster 2:  Dipolog City, Katipunan, Roxas, Manukan 
Cluster 3: Jose Dalman, Sindangan, Leon Postigo, Salug,       
                Liloy 
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- Issuance of zoning (Dipolog City) and inter-municipal boundaries (Sindangan Bay) 

- Opportunity to address policy issues (e.g. Amendment of RA 8550 Fisheries Law) 

 

Capacities for implementation of Co-Management 
 
- Sardine resource in need of conservation and management (immature Sardinella 

gibbosa) 

- Insufficiency of reliable and updated sector information 

- Illegal fishing (encroachment of commercial fishers) 

- Need for strengthened enforcement capacity and awareness  

- Degradation of habitats (reefs, mangroves, seagrass) 

- General overuse of nearshore resources owing to population pressure 

- Fish Agregation Device (FAD):  local name: payao - in need of regulation and 

management 

- Fisheries and Aquatic Resource Management Council (FARMC) require strengthening 

- Fisher organizations need to be linked to larger networks 

- Some Marine Protected Area (MPA) exists (SUAKCREM support to Dapitan City); 

many in need of management and monitoring and evaluation. 

- Potential to form Municipal Alliance (Sindangan Bay) 

 
Quality of Fish Products and Market Chains 
 
- Inadequate production infrastructure support facilities 

- Insufficient access to and use of ice and insulated boxes (seasonality) 

- Market access for bottled sardines in need of support (INFOFISH) 

- Quality and availability of raw material for bottling 

- Potential alternative products to bottling (pouches, canning; smoking, drying) 

- Processing facilities upgrading required (HACCP) 

- Women groups active in fish processing 

- Potential food safety issue (shellfish and red tide phenomena – mining and mining 

related pollutants i.e. mercury) 

 
Accidents at Sea and Vulnerability of Fishers and their Families 
 
- Incidences of piracy 

- Major problems with boats are corroding fastenings and wood borers; fiber 

reinforced plastic (FRP) boats would be acceptable (high initial investment) 

- Life vests are known, but unavailable and not used; also other safety equipment 

lacking 

- ICOM radio and mobile phones sometimes in use 
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- Storms and bad weather are considered major risks; weather reports considered 

unreliable (reduced fishing days during habagat – northwind/monsoon) 

- Navigational aids in Sindangan Bay area unavailable (problems in locating mainland) - 

lighthouses 

- Potential of sail use to increase security, reduce fuel cost 

- Stability issue of expanded outrigger boats 

- Lack of insurance system and access to insurance 

 
Access to Appropriate Microfinance for Fishers 
 
- Financial services mostly limited to short term credit / borrowing 

- Several alternatives/modalities available but not utilized 

- Most common borrowing from middlemen (fish buyer) with results on fish prices and 

dependency; still preferred due to flexibility 

- Bank credit also used; considered inflexible, but offer better interest rates 

- Presence of Land Bank, DBP, QUEDANCOR, Rural Banks, Cooperative Bank (APRACA); 

NATCCO Network 

- Lending Program of Provincial Government 

- Some self-help/savings groups 

- Informal credit sources have very high interest rates (25 percent/month) 

 

2.3.  Potential pilot sites for RFLP 

 

Selection Criteria for Site Identification 
 
Selection criteria were defined prior to the identification of a specific site for pilot testing the 

RLFP program.  Among these criteria, the following conditions were proposed: 

 

1.  The site selected has a significant population of fisher/coastal dwellers that are 

dependent on fishing as a livelihood. 

2. The site selected has a resource base within its ecosystem that can support a set of 

economic activities and that if managed properly can sustain a long term economic 

benefit to the resource users. 

3. The site selected has strategic value to the marine ecosystem to which it belongs to 

(ex. a barangay site relative to the ecosystem of the bay to which it belongs). 
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4. The presence of a multi stakeholder support system (NGO; LGU, Fisher organizations, 

resource providers, advocates etc) can be a plus factor.  In its absence, the potential 

of creating an organic support group within the site can be a secondary option.  

5. The political/cultural mindset of the key stakeholders is an important consideration 

for site selection. (Example: whether the political leadership views are open to 

external intervention; the partner beneficiary group are proactive (or can be guided 

into positive actions) rather than on a dole out mentality. 

Based on the above mentioned site selection criteria, the following sites are identified as 

potential RFLP priority pilot sites. 

 

1.  Municipality of Sibutad and Rizal in Murcilliagos; the islands of Aliguay and Selenog 

in Dapitan City 

2. Municipality of Liloy, Salug, Sindangan, Jose Dalman and Leon Postigo in Sindangan 

Bay 

3. Municipality of Katipunan, Roxas, Manukan in Dipolog Bay  

While the rest of the municipalities not mentioned form part and parcel of the ecosystem of 

the three bay areas, the above mentioned sites conform nearest to the site selection criteria 

suggested. 

 

2.4.  Potential partner organizations and beneficiary groups 

 

It is common in the Philippine setting to find “people’s organizations” that are created 

overnight whose sole reason for organizing is to gain benefits from some programs and 

assistance that are given out by politicians, well meaning (but culturally naïve) donor 

agencies, non-governmental organizations, church programs and civic organizations.  These 

people’s organizations usually last only as long as the assistance they get.  The group comes 

into halt when funds dry out.   
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The long term effect however has more lasting impacts that it creates or supports the 

mentality of dole outs, mendicancy in the extreme and an attitude of receivership without 

responsibility.  Such a situation creates an added obstacle for developmental efforts to be 

understood by the very people/community that needs to be assisted.  Reorienting mind set 

is a difficult task. 

 

Partner communities/organizations need to be capacitated to understand that the basis of 

their organization is to answer to a common need; that help is always conditional and that 

grants and subsidies are not long term and sustainable solutions to their problem.  They 

have to deal with current realities and operate within the parameters of mainstream 

economic conditions if they are to be helped in a sustained manner. 

 

Using the set of selection criteria outlined, a thorough organizational audit needs to be 

conducted in order to select the best partner organization that could give a better than 

average degree of success for the RFLP.  Not all organizations can be helped, but selecting 

those that have better chances of success can lead to lessons on best practices and future 

replications with other organizations.  With this situation as a backdrop, the following 

selection criteria for partner organizations and program beneficiary groups are suggested: 

 

1) Existing organizations (at least with a three year operational period) are registered 

with Securities and Exchange Commission, Cooperative Development Authority or 

Department of Labor and Employment. 

2) Preferred organizations are those with existing livelihood activities and/or mutual 

savings plan, capital build-up plans. 

3) Functional leadership is in place (or its equivalent); with at least 50 percent of its 

members active. 

4) Willingness of the organization to do resource management as equity of the 

organization. 



 

 

 

 

 

 126 

5) The element of entrepreneurial abilities or an enterprising outlook is a plus. 

6) An average to good credit standing. Perennial borrowers but non-payers are to be 

avoided. 

7) Accredited organization of the Local Government Unit to where they belong. 

 

Within the time allowed for field visits the following groups were visited or identified as 

possible partner organizations.  It is recommended however that prior to any commitment 

by the national RFLP Team, a thorough audit be done to select the best possible partners32.  

 

 Dapitan City Association of Oyster Producers 

Contact Person: Mr. Ademar “Kaloy” Alaro, Chairperson 

Registered: Securities and Exchange Commission, 2008 

Membership: 100 registered; 30 active  

Livelihood: Oyster Production, Fish Cages (grouper); Fishing; Oyster Retailing 

Partnership: DA-BFAR; TESDA; LGU Loan 

 

 Calube FAR Fish Association, Sibutad, Zamboanga del Norte 

Contact Person: Mr. Rogelio Magoalay, President 

Registration: On Process 

Membership: 70 registered; 26 active  

Livelihood: Seaweed Production; Abalone Gathering; Sea Cucumber Gathering; Lato 

Gathering; Various Fishing Activities 

 

 MB Pukot, Sibutad, Zamboaga del Norte 

Contact Person: Mr. John Rey Suan, Chairperson Sibutad Chapter 

Registration: On Process 

Membership: 31 registered;  

                                                 
32

 The list does not preclude other organizations not visited or contacted during the scoping mission. 
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Livelihood: Various Fishing Activities – seaweed, sea cucumber, sea horse, abalone 

gathering; polyculture – fish, sea cucumber and seaweed 

Partner Organizations: PARTS (Partnership for Rural and Technical Services) 

 

 MB Pukot, Barangay Mabunao, Rizal Chapter Zamboaga del Norte 

Contact Person: Mr. Jessie Balbaquera, Bantay Dagat Chairperson 

Registration: On Process with SEC 

Membership: 15 registered;  

Livelihood: Seaweed Production (seasonal); Sea Cucumber Culture; Shell Culture 

(Bongkawil); Various Fishing Activities; Gleaning 

Resource Management Activity: Marine Sanctuary covering 72 hectares established 

in 2004; with 4 regular guards and patrol boats; Bantay Dagat member organization 

of BFARMC ( Barangay Fisheries and Aquatic Resource Management Council) of Rizal 

Municipality  

Partner Organizations: PARTS (Partnership for Rural and Technical Services) 

 

 Aliguay and Selenog Island Fish Drying 

Contact Person: Mr. Cyril Patangon; Chief, City Agriculture Office, Dapitan City, ZDN 

Registration: Unorganized 

Membership: Aliguay Island 60-70 participants; Selenog Island 50-60 participants 

Livelihood: Fish Drying (Salting); Artisanal Fishing; Trading 

Partner Organizations: Department of Agriculture-Dapitan City is promoting agri-

aqua and eco-tourism for Aliguay and Selenog Island – whale watching, dolphin 

watching, scuba diving and snorkeling 

 

 Barangay Fisher Association and Federation, Municipality of Leon Postigo 

Areas Covered: Barangay Talinga, Barangay Poblacion, Barangay Delusob, Barangay 

Manil and Barangay Bugabungon 

Contact Person: Mr. Ricardo Mahinay, Municipal Agriculture Officer, Leon Postigo 

Registration: SEC; DOLE 
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Membership: Federation Level 350-500 members 

Livelihood: Fishing – “pakpakan” and “kubkuban” type of fishing (gillnet and purse 

seiner); hook and line; drift net 

Partner Organizations: Department of Agriculture and BFAR 

 

 Barangay Womens Association (BAWA), Poblacion, Sindangan, Zamboanga del 

Norte 

Contact Person: Mrs. Beverly Forosuelo, Chairperson, NenenFabillar; Julie Forrosuelo, 

BFAR Technician  

Registration: DOLE, 1998 

Membership: 25 existing members 

Livelihood: Bottled Sardines Processing, Fish Salting and Drying 

Partner Organizations: DOLE, TESDA, LGU Sindangan and QUEDANCOR 

 

 Jose Dalman Agar-Agar Planters Association, Brgy. Tamil, Jose Dalman 

Contact Person: Mrs. Felicitas Patria, Chairperson 

Registration: DOLE 

Membership: 50 members 

Livelihood: Agar-Agar Production (kakaphycus cottonii); Fishing using pukot (gillnet); 

hook and line; Bagoong Making (Fish Paste) 

Partner Organizations: DOLE, DA/BFAR and QUEDANCOR 

 

 Bacungaon Fisher Association, Barangay Bacungon, Leon Postigo 

Contact Person: c/o “Carding” Mahinay, Municipal Agriculture officer – Leon Postigo 

Registration: DOLE 

Membership: 25 existing members 

Livelihood: Fishing using various methods – “pakpakan”, “kubkuban”, Hook and line 

and drift net 
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 Barangay Fisheries and Aquatic Resources Management Council (BFARMC) covering 

five (5) barangays in Salug under the Municipal Fisheries and Aquatic Resources 

Management Council (MFARMC); Salug ZDN (covers barangays: Ramon Magsaysay, 

Poblacion East, Poblacion West, Lipakon, Caracol) 

Contact Person: Mr. Jerry Maribujoc, BFARMC Chairperson, Poblacion; Mr. Guido 

Capistrante, MAO, Salug  

Registration: DOLE; SEC 

Membership: MFARMC level estimated at 400-600 fisher 

Livelihood: Fish Salting/Drying; Fish Vending, “Payao”, “kubkuban”, “pakpakan, hook 

and line 

Partner Organizations: DOLE, LGU; DA/BFAR 

 

 Bucana Fishers’s Multipurpose Cooperative 

Barangay Sicayab, Dipolog City 

 

 

2.5. Potential partners for RFLP 

 

 
The following institutions were identified and operate within the area covered by the RFLP: 
 

2.5.1. Banking/Financial Institutions 
 
 

1. Land Bank of the Philippines, Dipolog Branch 

2. Development Bank of the Philippines, Dipolog Branch 

3. Philippine National Bank, Dipolog Branch 

4. Zamboanga del Norte Multi-Purpose Cooperative, Dipolog Branch 

5. CARD, Dipolog Branch 

6. Dipolog Surety Fund 

7. Rural Bank of Dipolog City, Inc. 

8. Paglaum Muti-purpose Cooperative, Dipolog City 

9. Katipunan Rural Bank. Inc. (Zamboanga del Norte), Dipolog Branch 

10. Rural Bank of President M.A. Roxas (ZDN), Inc. Dipolog Branch 

11. One Network Bank, Dipolog Branch 
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12. 1st Valley Bank, Manukan Branch 

13. Rural Bank of Rizal, Rizal, ZDN 

14. Rural Bank of Dipolog City, Inc. Manukan Branch 

15. Paglaum Multipurpose Cooperative , Sindangan Branch 

16. Katipunan Rural Bank, Sindangan Branch 

17. Rural Bank of Dipolog, Inc. Sindangan Branch 

18. LandBank of the Philippines, Sindangan Branch 

19. One Network Bank, Sindangan Branch 

20. Alano and Sons Lending Investors, Sindangan Branch 

21. Rizal Rural Bank, Sindangan Branch 

22. Philippine National Bank, Sindangan Branch 

23. Rural Bank of Salug, Salug Branch 

24. Bayside Multipurpose Cooperative, Leon Postigo Branch 

25. Sindangan Farmers and teachers Multipurpose Cooperative (FACOMA) Sindangan 

26. Quedancor, Zamboanga del Norte 

27. RBDI-Micro Finance TIGUM, Dapitan Branch 

28. Libertad Agricultural Multipurpose Cooperative , Rizal Branch 

29. Philippine National Bank, Liloy Branch 

30. Cooperative Rural Bank of Dapitan, Dapitan City 

31. CARD Micro lending units (Dapitan, Rizal, Katipunan, Sibutad, Leon Postigo, Jose 

Dalman, Sindangan, Liloy, Salug, Manukan: note: CARD Network covers most of the 

RFLP areas 

32. Bank of the Philippine Islands, Dipolog Branch 

33. Metro Banking Corporation, Dipolog Branch 

34. China Banking Corporation, Dipolog Branch 

35. United Coconut Planters Bank, Dipolog Branch 

36. Rizal Commercial and Industrial Bank, Dipolog Branch 

37. Veterans Bank, Dipolog Branch 

38. United Coconut Planters Bank, Sindangan Branch 

 
 

2.5.2. Projects/Line agencies/Government institutions/LGUs 
 
 

1. TESDA/Department of Science and Technology (DOST) 

2. Department of Labor and Employment DOLE/BRW 

3. Cooperative Development Authority (CDA) 

4. Securities and Exchange Commission (SEC) 

5. Department of Trade and Industry (DTI) 
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6. Department of Agriculture/ Bureau of Fisheries and Aquatic Resources (DA/BFAR) 

7. Local Government Units (all 9 municipalities and 2 cities) 

8. Department of Environment and Natural Resources (DENR) 

9. Mindanao Rural Development Program – APL 2 – active in Rizal and Sibutad; Area for 

Mangrove Rehabilitation, Marine Sanctuary  

Contact: Engr. Roger Bagaipo NRM 
In-Charge Rizal, Sibutad Area 
Ipil, Zamboanga Sibugay Office 
Area Office: MRDP-Sub Office c/o Provincial DA Compound, Dipolog City 
Field Personnel: Edwin Casauta – Sibutad Base 
     Roseller Ilargon – Rizal Base 

10. SEAFDEC, Iloilo 

 

 

2.5.3. NGOs/Civil society organizations 
 

Table C2. Non-financial potential partners and their respective expertise 

 

NGO/CSO Area of Specialization 

Holy Community Development Foundation, Inc. 
02 Lacaya St. Biasong Dipolog City 
Contact: Mr.Arnel Elopre (065-906-0225) 
                Ms. Rosa Lim 

Advocacy, Human Resource 
Development 

Zamboanga Center for Social Concerns and Development 
Diocese of Dipolog, ZDN (SAC) 
Contact: Fr. Enrico Montano 

Advocacy, Environmental concerns, 
Human Resource Development and 
Formation, Apostolate work 

Partnership for Rural and Technical Services (PARTS) 
Contact: Mr.John Rey Suan (09057722537) 
Sibutad Chapter, Office Address at Mabunao, Rizal 
Head Office: Oroquieta City 
Contact: Mr. Nonoy Panuril, Head of Office 

Community Organizing, Marine 
Protection and Conservation Work, 
Technical Services and Livelihood 
Support 

Agri-Aqua Development Coalition (AADC) 
Contact: Mr. Rogelyn Tamala, Coordinator for (Abason, Liloy, 
Salug, Godod) 
Geoffrey Gumisong, Area Manager, Liloy, ZDN 

Coastal Conservation, Community 
Organizing and Capability Building 

Bantay Dagat Parents Association, Inc. 
Mr. Jaime E.Amande 
 196 Jr. Auza Building, Gen» Luna St., Estaka, Dipolog City 

Marine Protection and 
Conservation Work 

DPIA Office, Olingan, Dipolog City  
Mr. Calixtro Hisula 
Center for Research and Assistance to Farmers & Fishers, Inc. 

Research and Livelihood 

Agricultural and Fishery Council 
Mr.Alfredo Silao 
Cooperative Officer City Hall, Dipolog City 

Advocacy, Technical Services and 
Assistance 
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2.6. Major financial gaps/issues 

 

There are two perspectives from which the issues on the financial gaps in linking coastal 

dwellers to credit and the financial institutions can be approached.  Both points of view are 

interesting in that they provide us with insights to why the two never or seldom meet - 

hence the gap. 

 

From the financial institution side, the following feedback and perspectives were given: 
 

1.  Bankers, lending houses and credit providers do not fully appreciate the systems and 

economics of coastal dwellers (fisher) from which they could design a credit package 

or program with the least risk.  Unlike land-based agriculture, commerce or 

industries, the element of risk is reduced because the subject of the loan can be seen 

or ascertained.  One sees crops standing, goods on display or inventories on process.  

In the fisheries sector, nothing is certain.  Fish catches are subject to many 

uncontrolled variables – weather, seasons, cycles, piracy problems, etc.  In the 

fisheries sector, working conditions are reversed.  Fishers work at night and there is 

no fixed location where they operate.  Monitoring and supervision is costly and 

difficult.  There are too many possible loopholes in determining catches. They can sell 

while at sea, declare a no-catch trip or just declare a minimal catch and nobody is the 

wiser for what they really caught. 

2. Assets and capital build-up of fisher is limited.  The collateral value of fishing 

equipments (boats, nets, and other equipment) is low and depreciation period is 

short.  Since most gears are mobile and carried on board, tracking their use and 

condition is not practical and they have to rely on the declaration of the borrowers.  

Fishers in general do not have a discipline of savings. 

3. Marine products are highly perishable with only a day or two of storage life before it 

begins to deteriorate. 

4. Post harvest facilities – i.e. plants, blast freezers, and storage facilities are very 

expensive and need to have an economic scale (volume) to be economically feasible 
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to operate.  Since most fishers are not organized, these investments are risky to 

finance. 

5. Asked to mention what factors they (bankers/creditors) would want to see for them 

to gain a level of confidence to consider a lending program for coastal dwellers, the 

following were mentioned: 

a) Scale – there should be enough clientele to warrant a lending program.  This can 

be achieved if the fisher is organized, or a large population of fisher is present. 

b) Stability and Consistency – there should be a degree of predictability in catches, 

volumes and regularity from which projections can be made; location specific 

activities (fishponds, seaweeds etc) are acceptable.  There is lack of reliable data 

on resources, catches that can be used for projections. 

c) Maturity of borrowers/organizations to understand the mechanics of the banking 

system, how it operates. 

d) Banking sector/MFIs need to be educated on the nuances of the fishing industry 

sector to better understand the fishers’ needs. 

e) Some bankers are not structured to service direct small scale borrowers (ex. LBP, 

DBP, commercial/industrial banks) so that direct lending is not an option to them. 

f) Asset build-up is important either in the form of deposits or fixed asset 

acquisition (for collateral values).  Socialized or guarantor-based credits do not 

work, they only create additional legal burdens to the banks (collection 

problems). 

g) Capacity building of bank personnel (particularly loan officers) to know more 

about the fishing industry increases confidence in servicing the credit needs of 

the sector. 

h) Pilot testing a loan scheme on a limited scale over a reasonable time frame is 

being tested by two (2) banks for seaweed production (RBDI – Micro Agri in 

Pagadian and Katipunan Rural Bank in their ASA-MABs Program).  Outcome of the 

pilot test can determine if the banks will go full scale or not. 
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From the perspective of the fisher/coastal dwellers they look at banks/formal lending 

institutions in the following responses: 

 

1. Documentation requirement of banks/lending institutions is too cumbersome for 

such a small loan to get.  Private lenders let you borrow based on an I Owe You (IOU) 

note, only the interests are very high (5/6 scheme where interests can go as high as 

25 percent/month) 

2. Banks are distrustful of lending to the poor, always securing their loans with 

collateral that are valued half the price so they can recover their money in the event 

of a default. 

3. Why do banks/microfinance require borrowers to deposit savings when in the first 

place, the borrower wants to borrow because he has no money.  It takes a long time 

to accumulate savings deposit before they allow you to borrow against your deposit. 

4. Rural banks and microlenders are better because they go to your place to lend 

money.  With bigger banks, you have to spend for fare, meals and lose a day of work 

just to follow up on your loan.  Processing takes sometimes two to three visits before 

it is approved; by then you have spent much already. 

 

From the above feedback/perspectives given by both bankers and fishers, the major gaps 

that need to be addressed are identified as follows: 

 

1. Lack of understanding of the fishery sector by the banking industry and the 

equivalent  misconception of fisher about formal lending institutions; 

2. The need for a guarantee scheme that can mitigate risks (insurance system) of 

lending and protect borrowers from the uncertainties of fishing; 

3. The need to capacitate organizations to improve asset build-up; organizational and 

financial management; savings mobilization program; membership education on 

savings and loans;  

4. Design of a flexible loan extension package that cuts on costs, documentations and 

processes; credit retailing system that can be done in the barangay (village) level. 
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5. A support mechanism that provides assistance to the enterprises from technology of 

production – post harvest handling, processing and marketing so that there is 

reduced incidence of failure on the livelihood project undertaken; improve security 

of the bay areas. 

6. Lack of resource database and information. 

7. Creating an investment environment within the bay that projects security, 

confidence and a wide range of participation with long term outlooks. 

 

2.7. Possibilities for financial empowerment of the RFLP 

 
An assessment made by the Rural Bank of Katipunan in the Province of Zamboanga Del 

Norte shows that the population and economic value of the fisheries sector is second only to 

agriculture in importance but does not have much coverage to financial services.  In 

Sindangan municipality in particular, fishing is an activity with high economic importance 

that drive the local municipality’s local economic development.  It is a major trading post for 

fishery and supplies marine products to the North-Eastern part of Mindanao (Lanao Norte, 

Lanao Sur, Misamis Occidental, Misamis Oriental) to as far as Central Mindanao (Bukidnon). 

 

There is a potentially big credit market for the fishing sector in the Province but a lack of a 

low-risk method/system of retailing.  This is the limitation that needs to be addressed.  

Among the formal lending institutions interviewed, the best possibilities that the RFLP can 

have is with the rural banks, cooperative banks and microfinance lenders.  Big banks are too 

inflexible or structurally incapable to address and redesign their lending programs for small 

to medium scale borrowers.  An example is the two premier banks in the area: Land Bank of 

the Philippines and Development Bank of the Philippines.  Land Bank of the Philippines has a 

developmental lending window for countryside development but can only deal with 

cooperatives, agrarian reform beneficiaries (ARBs,) agrarian reform communities and 

irrigators’ associations.  Since most if not all fisher organizations do not belong to these 

categories, they are outside the credit coverage of LandBank.  Unless fishers’ organizations 
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(which are associations mostly) re-structure themselves into cooperatives can they be 

considered into the facility. 

 

The Development Bank of the Philippines has a Fisheries development Loan Facility but 

cannot directly service small to medium range organizations or entrepreneurs unless 

through a retailer bank which can borrow from the DBP to service the retailing to the 

small/medium scale clients.  Among those banks interviewed, only the FACOMA (Sindangan) 

indicated that they are aware of such facility but did not avail of it for lack of credit 

confidence and/or program specific to fishers. 

 

Other commercial banks cover industrial, commercial, agricultural and sectoral loans (except 

small-scale fisheries) all of which are collateral - and guarantee-based. 

 

The choice of rural banks, cooperative banks and microfFinance organizations as potential 

partners can be shown by some example of efforts that these financial institutions are 

presently doing: 

 The Rural Bank of Katipunan does not have a specific lending program designed for 

fishers.  It does however have current borrowers from the fisheries sector (fishing 

equipments, engines, fish vending, capital loans) and has a very systematic approach 

to their lending operations to the micro/medium entrepreneurs.  They have the “ASA 

Program”  (Association for Social Advancement) - Proyekto Maasenso for Women 

which extends credit packages ranging from US$115 to US$680 at 2.5 percent 

monthly interests rates.  Borrower criteria includes: one year operational period of 

business activity; age bracket between 18 to65 years old; two years residency and 

the credit investigation by the bank’s Servicing Loan Officer.  It can operate 

economically given a minimum of 15 to 30 borrowers within a barangay or vicinity.  It 

presently operates within the Dipolog-Dapitan area and has extension services to 

Manukan, Sindangan, Liloy and Leon Postigo municipalities.  The bank is present in all 

13 municipalities and cities in the three bay areas and has operated in the 

microfinance field since 2003. 
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Borrowers under the “ASA Program” can graduate to their “MABS Program” (Micro-

Access to Banking Services) when they need a bigger loan package up to US$2,275, 

still with a 2.5 percent monthly interest rate.  Credits under the US$680 levels are 

non-collateralized; above US$680 can be covered by chattel or security agreements.  

Collateral values are pegged at 40 percent of appraised value. After three (3) 

borrowing cycles, the clients can be elevated from “ASA” to “MABS” to the 

mainstream lending windows of the banks.  This process is done to accomplish a 

good credit/savings discipline; build up assets and finally create a level of confidence 

for the bank to allow borrowers into the main banking facilities for larger capital 

needs.  So far, they (RB Katipunan) have had a 95 percent repayment record among 

clients; the other five percent past dues recovered within a year or covered by their 

collateral values.   

 

The bank is also open to cooperations with programs and other efforts to expand 

their services to the fisheries sector. 

 

 The Rural Bank of Dipolog, Inc. (RBDI) also has a similar program (MABS) and has 

extended microfinance (RBDI Microfinance TIGUM Loan) since 2001.  They cater 

mostly to individual borrowers based on the following criteria: An existing business 

or livelihood activity for at least one year; residency, cash flow (family income based); 

credit investigation by their agent; amounts can range between US$68 to US$3,410 

non-collateralized for a year.  Loans can be covered by co-maker or guarantors, 

voluntary offer to surrender with authority to sell agreement and/or deeds of 

assignments.  They are testing a new product called MicroAgri for Farming and 

Fisheries Loans.  The bank is currently pilot testing the facility in Pagadian City for 

seaweed producers. 

 

Another product of RBDI is called the “Development Loan Incentives” for barangays, 

municipalities and cooperatives.  The facility covers asset acquisition, infrastructure, 

livelihood funds, operating funds and capital funds for municipal and barangay units.  
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Loan amounts range from US$2,270 to US$113,640 for Local Government Units 

(Municipal) and up to US$22,730 for barangay units.  Interest rate is 16 percent (12 

percent interest; two percent service charge/year and two percent collection 

fees/year) and collateralized by their Internal Revenue Allocations (IRA); Property as 

collateral is appraised at 30 percent of market value.  They are open to the concept 

of the municipal or the barangay governments as retailers for fisheries loans to the 

coastal dwellers.  The bank was established in 1957 (it is the first bank established in 

the Zamboanga del Norte Province) and has branches and extension offices in all 

three bays covered by the RFLP. 

 

 The CARD MRI is a social networking/microfinance organization that has a wide 

coverage of the barangays in the three bay areas. They extend agricultural loans, 

SIKAP loans based on individual applicants that are organized into memberships of 

microfinance groups in the barangays.  Credit extension covers a wide range from 

personal loans to business, agriculture, fisheries, emergency needs, 

educational/medical, etc. 

 

Borrowing capacity is based on accumulated savings (usually 54 weeks of savings); 

Guarantor (2) Agreement; Husband and Wife Agreement; Credit Investigation, 

Residency and nature of loan application.  Terms of loans can range from three to six 

months, with weekly collection of pre-set repayments.  Loan values can range from 

US$68 for the first loan up to US$455for multi-cycle borrowers of good standing.  The 

weekly collection from members usually covers principal and interest payments, 

savings deposit, life insurance premiums and retirement fees (deposits).  The service 

of CARD extends to such social services as free weddings, follow-up to marriage 

registration, birth certificate, medical references and mortuary/retirement and life 

insurance. 
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The membership is organized in barangay units with a center Chief, Treasurer and an 

Account Officer.  They are regularly visited by CARD Field Officers who are based in 

Unit Marketing offices in strategic municipalities. 

 

Other linkages with the cooperative banks under the NATCCO Network (ex. LAMPCO-

Rizal branch, Ipil, Liloy, FACOMA) can also be explored for potential financial partners 

for the RFLP.  The possibility of linking the rural banks, cooperative banks, 

microfinance institutions as retailer banks for the larger development funds of 

LandBank of the Philippines, Development Bank of the Philippines and private 

development banks is another possibility worth exploring. 
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3. APRACA Recommendations to Achieve Output 5 

 
RFLP - Output 5 calls for the improved access of financial services to the fisher/coastal 

dwellers in the three bay areas of Murcilliagos, Dipolog and Sindangan Bay.  For this to 

happen, the following strategies are recommended: 

 

A.  Improving the confidence level of the finance sector and coastal dwellers to relate 

with each other. 

 

1. Information and Education Campaign both to the financing sector on the fishery 

sector and the fisher/coastal dwellers on banking can correct misconceptions 

between the sectors and enlighten each other on the situation of fishing/the 

coastal dwellers and on how formal banking institutions operate; better 

understanding can create higher confidence. 

 

2. Multi-stakeholder participation committed to a pragmatic approach in 

implementing RFLP. 

 

The program implementers need to get the commitment of partners (banks, 

technology providers, NGOs/CSOs, POs, Local Government Units – both municipal 

and barangay levels, other actors) to a common level of understanding of the 

RFLP objectives and commit themselves to support the program along their lines 

of expertise/service product.  Areas of commitment need to be defined clearly 

and when possible within measurable and time bounded parameters. This 

reduces the aspect of risk by spreading out the necessary support activities to a 

wider group. 

 

3. Comprehensive approach to services delivery: from production to marketing with 

its necessary support services and technology back-up. 
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B. Build up and strengthen the organizational capabilities of coastal/ fisher 

organizations in the areas of:  

 

 Organizational management/Human resource development 

 Financial management 

 Capital build-up 

 Entrepreneurial skills/technology updates 

 Networking and linkages (markets, service providers, etc) 

 Resource management, utilization, protection 

 

The objective is to improve the operational efficiency of the organization and 

improve its bankability. 

 

C. Strengthen LGU participation (Municipal and Barangay levels) in the livelihood 

activities of fisher/coastal dwellers particularly in the areas of: 

 

 Security in the coastal areas (piracy, marine protection) 

 Third party guarantee using their IRA 

 Accreditation/Certification of groups for livelihood support 

 Protection of marine resources, regulatory work on resource utilization and 

policy/advocacy on resource use and conservation of the bay areas. 

 

D. Improving the resource base of the bays where the livelihood activities of the 

Fisher/coastal dwellers are dependent on.  This strategy includes among many 

others: 

 

1. Developing an updated data/information base on the bays key economic 

resources; establishing their natural cycles, yield potentials, allowable extraction 
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levels and how to maintain optimum balance between extraction and 

regeneration. 

2. Developing potential zones, unified laws on conservation and resource use, 

mechanisms for police action and monitoring of activities inside the protection 

zones. 

3. Establishing a monitoring system for catches, seasonality, specie behaviour 

(especially for Pelagic species and other commercial species) to have a degree of 

predictability in the fishery activities of coastal dwellers. 

 

 Security in the coastal areas (piracy, marine protection) 

 Third party guarantee using their IRA 

 Accreditation/Certification of groups for livelihood support 

 Protection of marine resources, regulatory work on resource utilization and 

policy/advocacy on resource use and conservation of the bay areas. 

 

E. Improving the resource base of the bays where the livelihood activities of the 

Fisher/coastal dwellers are dependent on.  This strategy includes among others: 

 

4. Developing an updated data/information base on the bays key economic 

resources; establishing their natural cycles, yield potentials, allowable extraction 

levels and how to maintain optimum balance between extraction and 

regeneration. 

5. Developing potential zones, unified laws on conservation and resource use, 

mechanisms for police action and monitoring of activities inside the protection 

zones. 

6. Establishing a monitoring system for catches, seasonality, specie behaviour 

(especially for Pelagic species and other commercial species) to have a degree of 

predictability in the fishery activities of coastal dwellers. 
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All the above is further detailed in the output 5-related workplan proposed to the RFLP-

Philippines within the context of the present mission (see Annex C1). 

D/ Democratic Socialist Republic of Sri Lanka 

 

Summary 

By Dr. Enrique Navarro (APRACA Scoping Mission Team Leader) 

 

Findings of the scoping mission 
 

Microfinance takes up more than 80 percent of the financial market, which then enables extension of 

financing to small-scale fishing-related livelihood. Nearly 20 percent of households avail of informal 

credit, and close to 87 percent of households expressed interest in additional loan products. 
 

Many of the respondent fisheries cooperatives are highly politicized, with members having loyalty to 

either one of two political parties. In any case, the ultimate beneficiaries who need financial 

assistance the most are often ignored. 
 

Most of the fisheries societies or cooperatives are dominated by members of families who had a 

hand in forming the societies. These societies are usually short-lived because of poor governance, 

usually causing fraud and misappropriation of funds. Significantly, the fisheries cooperatives or 

societies mostly located in the target communities offer scale in terms of potential microfinance 

clients because of their membership size. 
 

Microfinance organizations lack the proficiency in portfolio tracking and financial management, 

threatening their sustainability. A sizable amount of money lies idle in banks instead of use in gainful 

investments. In addition, many of them have limited capacity to govern, deliver satisfactory service, 

excise fund, etc. Microfinance practitioners lack the competencies for financing fishing-related 

business ventures. Little or no training are provided to the incumbents causing high repayment 

delinquency rate and low portfolio quality. 
 

Majority of the small fishers are excluded from financing because of the reluctance of banks and 

formal lenders to invest in their livelihood ventures. Only an estimated 20 percent are using 
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microfinance services. Formal financial institutions worry about the high perceived risks of the fishing 

business, specifically the variations in income due to uncertainty in the volume of catches. Risks 

increase considering many microfinance clients fail because of poor guidance on managing their 

business and business money. Finally, a credit discipline culture seems to be missing, adding to the 

risk of credit transaction with the small fishers. 
 

Informal money lenders, traders and fish buyers (Mudalali) compete in selling credit to the fishers. 
 

APRACA Recommendations 
 

The RFLP should initiate partnership among the Ministry of Finance, FAO and financing institutions 

(commercial banks and MFIs in the RFLP sites) to extend microfinance services to the fisherfolk, 

considering a variety of microfinance products, fish finance specific policies and procedures, and the 

possibility of a women-centered client base. 
 

A partnership model specific to fish finance should be developed with documented commitments to 

their respective roles and responsibilities. The model may include a design that addresses issues such 

as gender equity, environment, peace building and conflict sensitivity, and disability.  
 

Appropriate information dissemination measures such as mass orientation of clients and other 

stakeholders should be adopted to create awareness and informed participation. Organizing a Fish 

Finance Practitioners Association once the Fish Finance program has taken off may help in the 

information dissemination. 
 

It is imperative that an action plan for implementing the Fish Finance program is made available for 

ease of tracking progress against targets that should be clearly specified in the action plan. 
 

To ensure success and sustainability of the financing institution, management capacity should be 

enhanced regularly and continuously—focusing on needed competencies, manuals of policies and 

procedures, including that for human resources management, and management information system 

for portfolio tracking and accounting. Capacity building should include the clients, especially spouses 

who should be taught alternative livelihood. 
 

Pilot sites should include both easily and hardly accessible locations where financing is greatly 

needed. The easily accessible sites should include Judewatta, Thaldiyawatta, Medawatta and 

Iranawila West in Negombo and Chilaw and Mandalakudah, Wannimundel, Kurakkanhena, 

Anawasala, Janasavipura, Gagewadiya, Serakkuliya and Kalladiya in Puttlam. The recommended 

easy-to-reach sites have microfinance services, economically active poor, basic facilities and 



 

 

 

 

 

 145 

 
 
 

List of Acronyms 

 

CBO Community-Based Organization 

DFAR Department of Fisheries and Aquatic Resources 

DS Divisional Secretariat 

FAO Food and Agriculture Organization 

FI Fisheries Inspector 

FSS Financial Self-Sufficiency  

LKR Sri Lankan Rupee (currency) 

MOF Ministry of Fisheries 

NDTF National Development Trust Fund 

NFF National Federation of Fisheries 

OSS Operational Self-Sufficiency 

PESO Portfolio, Efficiency, Sustainability and Outreach 

 
 

Note: This list is complementary to the one provided at the beginning of the present report.  
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infrastructure and an average of 50 families mostly in sea fishing venture. The hard-to-reach ones 

have high poverty incidence with an average of 50 families mostly in small-scale lagoon fishing. These 

sites lack access to basic services and infrastructure facilities and microfinance services. 
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Figure 1.  Recommended microfinance framework 

 
 

 

 

1. Country Context 
 
 

1.1. Country profile at a glance 

 

 The country is an island divided 

into nine provinces and 25 districts. 
 
 
 

 After 20 years of conflict, from 

1983 to 2003, the Government 

placed a high premium on social 

development. Government has a 

strong role in several key sectors of 

the economy. 

 

 The country has the highest GDP 

per capita (Maldives excluded) of 

the South Asia region. 

 

 

 The country presents wide regional disparities: while the Western Province accounts for 

50 percent of the GDP, all the other provinces contribute to less than ten percent. In 

addition, 70 percent of the population are living outside the Western Province (ADB, 

2007). 

 

 As a consequence of the important losses experienced by the coastline communities due 

to the tsunami in 2004, the country has benefited from the help of various actors: 
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international funders, NGOs, and local associations provided grants and other means of 

support. Parts of the funds were channelled through microfinance institutions (MFIs). 

 

 Political structure: Presidential representative democratic republic headed by Mahinda 

Rajapaksa (President), and Disanavaka Mudivanselage Javaratne (Prime Minister). 

 

 

1.2. Microfinance Sector Development 
 
 
 
 

Microfinance in Sri Lanka started in 1906 with the introduction of the Thrift and Credit Co-

operative Societies (TCCSs) by the British Colonial administration. Being at the same time 

involved in procurement of inputs and distribution of products, they eventually declined by 

the late 1970s due to the weakness of their network. At that time, they were re-organized 

under a new name: the SANASA TCCSs (See 1.3.1.3.), a federation of member-owned 

societies. 
 

 

 

From the late 1980s to the 1990s, several local and international NGOs made their 

apparition in the sector. Most of them were combining microfinance with other social and 

community development activities. One should notice that in the recent years, the trend is a 

separation of these services between different institutions (GTZ, 2009). 
 

 

 

In 1985, with the intention of reaching remote rural areas and smallholders, the 

Government established 17 Regional Rural Development Banks (RRDBs) covering 7 of the 9 

districts33. But they accused a weak internal structure and their geographical fragmentation 

of preventing them from reaching critical mass. Therefore, they were restructured and 

recapitalized in 1998 to finally be consolidated into 6 Regional Development banks (RDBs). 

Recently, government mentioned his intention to merge all 6 RDBs into one Development 

Bank. 
 

 

 

                                                 
33

 The North and the East Districts were not covered. 
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In 1995, the Government introduced the Samurdhi Development Program, which had a 

microfinance component: savings and credits were administered through a network of 1,038 

Samurdhi Bank Societies (SBSs, See 1.3.1.4.), member-owned institutions. 
 

 

 

More recently, following the tsunami of 2004, an important influx of foreign aid was 

channelled to the microfinance sector. Some donors worked with established MFIs but 

others funded the establishment of multi-sectoral livelihood programmes with a 

microfinance component. The latter were most of the time unsuccessful and some have 

even harmed the credit culture by using subsidized loans (GTZ, 2009).  
 

 

Nowadays, as a consequence of the numerous credit programmes and their failures, the 

donors are moving out of the Sri Lankan microfinance sector. 

Another actual trend is the entrance of commercial banks into the microfinance business, 

but for the majority of them, it is more of a corporate social responsibility or an image 

building activity. 

 

1.3. Microfinance actors, supervision and regulation  

 

The country is characterized by a wide range of institutions and the absence of a cohesive 

regulatory and supervisory system (see Table D1). Here below are depicted the main rural 

microfinance providers at two levels (APRACA, 2007), the retail, and the wholesale.  
 

 

 

1.3.1. Retail microfinance actors 
 
 
 

1.3.1.1. Regional Development Banks (RDBs) 
 
 
 
 

Each of the 6 RDBs covers a geographical region of the country, with 215 branches 

altogether. On average, microfinance represents 86 percent of their activities (GTZ, 2009). 
 

 

 

While some of them require physical collateral, they generally use collateral substitutes for 

the small value loans. As licensed specialized banks, they are regulated and supervised by 
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the Central Bank of Sri Lanka (CBSL) and are then authorized to collect savings (see Table 

D1).  
 

 

 

Nevertheless, recent studies demonstrate that for most of the rural people, the RDBs are 

perceived as “formal banks” and do not deserve very low income households. 
 
 

1.3.1.2. Cooperatives Rural Banks (CRBs) and others Cooperatives 
 
 
 
 

Recent survey listed 1.539 branches of these microfinance operators in Sri Lanka (CGAP, 

2006).  Generally, they are created within multipurpose cooperatives and provide also non-

financial services.   
 

 

All of them are member-owned societies, regulated and supervised by the Ministry of 

Cooperatives (MC). By law, they are authorized to collect savings from the public, but can 

only provide loans to their members (see Table D1).  

While they have developed a large deposit base, they have a large network of outlets but 

tend to have low lending activity. 
 

 

1.3.1.3. Thrift and Credit Cooperative Societies (TCCSs/Sanasa Societies)  
 
 
 
 

Set up under the Sanasa system, the TCCSs are about 3,794 active societies all over the 

country. Only in the North are some of them independent from the “Sanasa movement.” 
 

 

They are registered with and supervised by the Department of Cooperative Development 

(DCD). They are authorized by law to collect savings from the public and tend to advance 

loans largely from mobilized savings. 
 

 

 

Although they have access to credit facilities through the Sanasa Development Bank, the 

TCCSs have shown stagnant or declining performance over the past 5 years (GTZ, 2009). 
 
 

1.3.1.4. Samurdhi Bank Societies (SBSs) 
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Established within the framework of a government poverty alleviation programme, there are 

1,038 member-owned SBSs all over the country.  

 

They are regulated and supervised by the Ministry of Samurdhis (MS). Like the CRBs, they 

are authorized to collect savings from the public but can only provide loans to their 

members (see Table D1). 
 

 

 

The SBSs really target the very low-income population. However heavily subsidized by the 

Government and frequently used for politic purposes, they have resulted in inefficiencies 

which cast doubts on their long term sustainability (GTZ, 2009). 
 

1.3.1.5. Non-Governmental organizatios (NGOs)-MFI 
 

 

 

Even if the actual trend goes in the opposite sense, most of the NGO-MFIs have an 

integrated approach, combining microfinance with community development activities. The 

CGAP34 estimates that there are around 3,432 of these NGO-MFIs in Sri Lanka (2006). 

Registered as societies, companies, or NGOs, they are neither regulated nor supervised and 

restricted by law from collecting deposits35. Like the SBSs, they cater to lower income clients. 
 

 

 

Since many of these NGO-MFIs rely on grants, donations, and are, most of the time, set up 

by programme with limited financial expertise, there are some criticisms about their long-

term sustainability (CGAP, 2003). Nevertheless, there is an increasing awareness of good 

practices and some NGOs are now taking a “financial system approach.” 
 

1.3.1.6. Informal  
 
 
 
 

There is a thriving informal financial system in Sri Lanka, which includes moneylenders, 

ROSCAs36, family, neighbours, friends, etc.  
 

 

 

                                                 
34

 Consulting Group to Assist the Poor. 
35

 In practice, many NGOs collect savings from their member as a form of compensating balance for members’ 
outstanding loans (CGAP, 2006). 
36

 Rotating Savings and Credit Association. 
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These sources of credit are less significant than what is popularly believed, but they are still 

the first to be used in case of emergency because of their quickness and simplicity. 
 

 

 

One should notice that the average monthly rate charged by the moneylenders in Sri Lanka 

is more than 20 percent (CGAP, 2006). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1.3.2. Wholesale microfinance actors 
 
 
 
 
 
 
 

 

In the country, local commercial funding institutions are generally reluctant to get involved 

in microfinance activities. This can be explained on the one hand by their perception of the 

sector as a high risk activity, but also by the deregulation generated by the subsidized credit 

lines and grants, which flowed into the sector following the tsunami. There are three (3) 

wholesale funding agencies. Among them, one is Government-owned while the two others 

are international (GTZ, 2009).  
 

1.3.2.1. National Development Trust Fund (NDTF) 

   
 
 

The Government-owned NDTF was created in 1991 to provide funding to the microfinance 

sector under highly concessionary terms. Currently mainly funded by the Asian Development 

Bank, the NDTF operates through a wide range of partners: more than 300 microfinance 

operators including CRBs, TCCSs, RDBs, NGOs, etc. 
 

 

An important condition—one criticized by the CGAP—imposed by this wholesale subsidized 

lender is the interest rate ceiling coming with the credit lines: the retail institutions who 

benefit from that source of fund can charge a maximum 8 percent interest rate37, which 

does not follow a market-based approach.  
 

1.3.2.2. Stromme microfinance 
 

 

 

                                                 
37

 Monthly, calculated on a declining balance basis. 
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This wholesale funder is backed by the Stromme Foundation of Norway. It operates on a 

market-based approach and operates mainly through Cooperatives and NGO-MFIs, providing 

also non-financial services such as technical assistance, microfinance community 

management (e.g. self help group management), and loan guarantees. 
 

 

1.3.2.3. Consorzio Etimos 
 

 

This international private investor based in Italy started its operation in Sri Lanka just after 

the tsunami. Working mainly through NGO-MFIs, the services offered range from 

capitalization lines and credit funding to capacity building activities. 

 

 

 

 

 Table D1. Microfinance actors, supervision and regulation in the Sri Lanka. 

 

Type of MFI 
Regulation 

Authority 

Supervision 

Authority 

Microfinance 

Activities 

Formal 
Regional Development 
Banks (RDBs) 

CBSL CBSL 
Savings and 
Loans 

 
Semi-formal 

 

 

Cooperatives and CRBs MC MC 
Savings and 
Loans 

Thrift and Credit 
Cooperative Societies 
(Sanasa TCCSs) 

DCD DCD 
Savings and 
Loans 

Samurdhi Bank Societies 
(SBSs) 

MS MS 
Savings and 
Loans 

NGO-MFIs None None Loans 

Informal 

 

Moneylenders None None Loans 
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1.4. Microfinance funding and supporting organizations 

 

 

As it was mentioned earlier, the tsunami experienced in 2004 has brought the focus of many 

international organizations on to Sri Lanka; in the wake of the disaster, there was an influx of 

donors into the country. There are consequently a lot of funding agencies supporting 

microfinance in the country: more than 40 organizations, ranging from public donors, 

international NGOs and private investors are active in the sector (CGAP, 2006). The main 

international funders for microfinance are the Asian Development Bank (ADB), the Japan 

Bank for International Cooperation (JBIC), the World Bank (WB), the United States Agency 

for International Development (USAID), and the German Federal Ministry of Economic 

Cooperation and Development38 (BMZ).  
 

 

 

However, following the failures of many subsidized credit programmes, a significant part of 

these funds are now (or have been) used for technical assistance purposes. Here below are 

listed some interesting “capacity building” programmes: 
 

 

 

 

 

 

Rural Finance Sector Development Programme (RFSDP) 
 

This ADB-funded programme concluded in 2007 aimed to “strengthen key sector institutions 

in rural areas by conducting policy adjustment, supporting an improvement of the rural 

lending operations, providing trainings in rural finance, etc.” While it focused mainly on the 

strengthening of CRBs and SBSs through the NDTF (See 1.3.2.1.), the RFSDP has achieved 

limited success (GTZ, 2009). 
 

 

 

 

 

Banking With The Poor Network (BWTP)  
 

The BWTP is an Asian microfinance network that works towards “building efficient, large-

scale and sustainable institutions through cooperation, training and capacity building, etc.” 

The programme organizes workshops for its member organisations and regularly provides 

free microfinance trainer’s manuals into the local languages.  

                                                 
38

 Working through the Kreditanstalt für Wiederaufbau (KfW) and the German Agency for Technical 
Cooperation (GTZ). 
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GTZ Promotion of the Microfinance Sector (ProMis) 
 

This German Development Cooperation-funded project was implemented from 2004 to 

2009. It aimed to “create sustainable local institutions by building local capacity”. In fact, it 

intended to reduce dependence on expensive international consultants and service 

providers that MFIs cannot afford without donor support. The project has established 

academic programmes in microfinance within local institutions built and institutionalized 

local microfinance training and consulting capacity, established a local IT support centre for 

the MicroBanker software, etc. 

GTZ donor network 
 

This network was established in order to coordinate the microfinance interventions of 

different donors, and to prevent overlapping of activities and unequal distribution of funds 

among the different areas. All information is shared on the project website 

(www.microfinance.lk). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 

 

 

 155 

 
 



 

 

 

 

 

 156 

2. APRACA Scoping Mission 
 

2.1. Geographic coverage 

 

The project area falls under three coastal fisheries districts; Negombo, Chilaw and Puttalam 

Districts. Boundaries of these coastal 

districts have not been mapped out. These 

coastal districts are the major Fisheries 

Administrative Divisions in the project 

area, which come under the purview of the 

Department of Fisheries and Aquatic 

Resources, and each of the fisheries district 

is administered by an Assistant Director of 

Fisheries (AD). Each coastal district is 

divided into a number of Fisheries 

Inspector Divisions, which come under the 

supervision and control of Fisheries 

Inspectors (FIs). Each FI division may have 

one or more landing centers (called 

‘thotupola’).  
 

 

Fishers are generally organized into 

cooperatives and other societies. Many 

work in close collaboration with the Department of Fisheries and Aquatic Resources, and 

others work with the Catholic Church. 
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Table D2. Basic features of fisheries in the project areas / Source: RFLP Baseline survey 2010 
 

 
 

 

 
 

 

Coastal 
District 

No. of FI 
Divisions 

No. of 
Landing 
Centres 

No. of 
Active 
Fishers 

No. of 
Fishing 

Households 

Fishing 
Dependent 
Population 

No. of 
Fisheries 
Coops. 

No. of other 
Fisheries Com. 
Organizations 

Negombo 13 100 9,506 7,718 38,288 15 55 
Chilaw 11 64 11,734 7,719 18,976 58 50 

Puttalam 8 73 51,145 51,586 44,086 11 55 
TOTAL 32 237 36,786 28,117 101,644 125 166 

 
The highest number of landing centres is found in Negombo (100). There are 36,786 active 

fishers, 28,117 fishing households, and 101,644 people dependent on fisheries. The largest 

active fisher population is found in Puttalam (15,546). There are 125 fisheries cooperative 

societies and 166 other societies. 

 

Fishing is diverse in nature, the diversity arising from the type of craft-gear combinations 

use, the areas of operation, and the type of resources. In the latter case, fishing can be 

categorized into marine fisheries, lagoon fisheries and aquaculture. In respect to the areas of 

operation, lagoon fisheries and aquaculture are generally carried out in the land side of the 

coastal zone, while marine fisheries is carried out beyond the shore line into the sea, even 

crossing the EEZ and into the high seas. Fishers adopt diverse craft-gear combinations in 

exploiting various resources living in these fishing areas.  

 

Table D3. Type and number of fishing crafts by coastal district / Source: RFLP Baseline survey 2010 
 

Coastal District Type and Number of Crafts 

IMUL IDAY OFRP MTRB NTRB NBSB 
Negombo 417 98 1,697 03 1,714 24 

Chilaw 11 - 1,647 2 1,087 19 

Puttalam 81  1,515 554 5,105 111 

TOTAL 513 98 5,970 169 4,337 265 

   
 
 

IMUL and IDAY are large mechanized crafts with inboard engines, lengths varying from 28 ft 

to 45 ft.  

IMUL are multi-day crafts that operate within or outside the EEZ in the high seas and are also 

sometimes involved in illegal fishing in the EEZ of other countries—usually in the Arabic Sea 
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and in the Indian Ocean. These crafts are equipped with satellite navigators (GPS), SSB radio, 

other communication devices, and ice holds for fish preservation. They are involved in 

fishing trips ranging from seven (7) days to 1 ½ months. There are 513 such crafts in the 

project area, of which 417 are found in Negombo.  

 

The IDAY are crafts with inboard engines without facilities for fish preservation. They 

generally fish within and outside the continental shelf (often outside). Their popularity is 

declining and they are only found in Negombo.  

 

All other crafts are called coastal crafts: they fish within the continental shelf, usually up to 

distance of about 15 km from the shoreline. These crafts are the small, mechanized crafts 

(fibre glass boats) fitted with outboard motors (OFRP) and traditional crafts (both 

mechanized and non-mechanized). There are 5,970 OFRP boats, 169 traditional crafts with 

outboard motors and 4,337 traditional crafts in the project area. The highest number of 

OFRP (2,626) and almost all MTRB are found in the Puttalam district. These coastal crafts 

together form the fleet of “small-scale coastal fishing crafts” in the marine sector. The 

fishers engaged in these crafts, along with those engaged in lagoon fisheries, form the target 

population of this study. 

 

The total annual fish landings in the project area amount to 79,450 MT per year, which is 27 

percent of the total annual fish landings of the country (see table D4). 

 

Table D4. Annual fish landings of the project area / Source: Ministry of Fisheries 2009) 
 

Coastal District 
Total Annual Landings  

(MT) 

Negombo 37,490 

Chilaw 21,950 

Puttalam 20,010 

TOTAL 79,450 
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2.2. Survey process  

 

2.2.1. Key informant interview with major stakeholders   
 
 

Major stakeholders were consulted and formal and informal discussions were held. 

Government officials at local and national levels such as the Director General, 

Development of Ministry of Fisheries; the Coordinating Secretary, MOF; and Assistant 

Directors of all three fisheries districts, community leaders, and community-based 

fisheries organizations, and non-government organizations were the major stakeholders 

consulted. In addition the assessment team had dialogues with Lanka Microfinance 

Practitioners Association, GTZ-Promis, MFIs and Funding organizations.   

2.2.2. Secondary data review 
 
 

Secondary data research is one of the key steps involved with this assessment process as 

it is the most cost-effective way for knowing the holistic understanding of RFLP areas and 

the industry.  Thus, this assessment process focused only on reliable secondary data 

available in the websites and Assistant Director-DFAR offices in respective districts. 

Additionally, secondary data were collected from the records of the MOF office and from 

the DFAR office records as well. Data on demographic, social, economic, environment, 

etc. were also collected from the Department of Census and Statistics.  

 

 

2.2.3. Collection of qualitative primary data 
 

 

In order to better understand the current situation and context of the three fisheries 

districts and cover the gaps found in secondary data review, participatory approaches 

such as Consensus Building Exercise, Lesson Learned exercise, key informant interviews, 

ranking exercises and transacts and SWOT analysis were conducted. 
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Table D5. Details of data collection 
 

 

 

Tool used Dates conducted Venue Participants Target segment 

Lesson learned 
exercise 

Three exercises 
conducted on 19/11, 

22/11 and 13/12 

Negombo, 
Puttlam and 

Negombo 
78 

Clients of the MFis and 
Actors of RFLP areas. 

Client survey From Oct to Dec 2010 
Negombo, 

Puttlam and 
Negombo 

32 clients 
Those who entertain the 

loans 

Service providers 
survey 

Nov 2010 Colombo 03 Clients MF service providers 

Actor’s survey From Oct to Dec 2010 
Negombo, 

Puttlam and 
Negombo 

16 
institutions 

FCSs, RDBs and MFIs. 

Consensus 
building exercise 

Three exercises 
conducted on 19/11, 

22/11 and 13/12 

Negombo, 
Puttlam and 

Negombo 
78 

Clients of the MFis and 
Actors of RFLP areas. 

Strategy Dev. 
Workshop using 

SWOT- TOWS 

18/12/2010 Chilaw 08 
MF specialists and 

“fishfinance” specialists 

Key Informant 
Interviews 

 

From Oct to Dec 2010 
Negombo, 

Puttlam and 
Negombo 

21 
Community Leaders, 

Dept. Heads and 
Institution Key persons 

Literature review 
 

From Oct to Dec 2010 N/A N/A Related to Microfinance. 

 

 

2.2.4. Key actors in RFLP areas 
 

Table D6. Key actors and their services in RFLP areas 
 

Category MFI Name No of Outlets  Services offered 
Neg. Chi Put 

Commercial banks 

Bank of Ceylon 3 3 4 Credit, Savings, Insurance and pawning 

Hatton National Bank 2 3 2 Credit, Savings, Insurance and pawning 

People’s Bank 2 5 2 Credit, Savings, Insurance and pawning 

Seylan Bank 2 2 1 Credit, Savings, Insurance and pawning 

Development 
Banks 

Regional Dev. Bank 1 2 4 Credit, savings and Pawning 

Sanasa Dev. Bank 1 1 1 Credit, Savings, Insurance and pawning 

Finance 
Companies 

Grameen Micro Credit 1 1 2 Credit, Savings, Insurance and leasing 

Lanka Orix Leasing 
Company 

1 1 1 Credit, Savings, Insurance and leasing 

Public welfare org. 
Samurdhi Bank 

Associations 
  48 Credit, Savings, Insurance and Training 

Cooperatives 
Fisheries Cooperative 

societies 
9 25 54 Credit and Savings 
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NGO _ MFIs 

Agro Microfinance - 1 1 
Credit, Savings, BDS Training and 

insurance 

Vision Fund Lanka 1 - 1 Credit, savings and Insurance 

Sri Wimukthi 1 - - Credit and Savings 

Sethsarana _ Caritas 1   Credit and Savings 

Sewa Finance Co, Ltd. 1 - - Credit, savings and Insurance 

Fisheries Women society 4 1 2 Credit and Savings 
 
 
 

 

 

The table above shows the microfinance actors working in the districts of Negombo, Chilaw 

and Puttlam in RFLP areas: commercial banks, development banks, finance companies, 

welfare organizations, cooperatives and MFIs. It also shows the services provided by the 

actors in those districts: credit, savings, insurance, money transfers, and other services like 

business development services, marketing training and technology transfer. Among the 

services providers, the most prominent products are credit and savings.   

 

The Table D6 highlights that the Puttlam district has the highest number of outlets, which is 

105 compared to 63 and 31 in Chilaw and Negombo districts respectively. 

 

It is observed that among the MF outlets in RFLP areas, fisheries cooperative societies take 

the pride in having 88 outlets. As a matter of fact, these societies are the ones that are the 

most focused on fisher communities. A noteworthy effect of this is that the commercial 

banks have shown a keen interest in providing microfinance services. 

 

It appears that there are only six NGO MFIs working in RFLP areas, out of which four NGO 

MFIs are concentrated in Negombo district itself. There is only one NGO MFI each in the 

other two districts. 

 

2.2.5. Existing financial services in RFLP areas 
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Table D7. Formal and informal financial services providers 
 

Formal Microfinance Institutions 

Bank of Ceylon 

 
 
 

Opened in 1939, Bank of Ceylon is the largest bank in Sri Lanka, owning 
nearly 30 percent of banking assets in the country. It is backed by the 
Government of Sri Lanka and provides a wide range of domestic and 
international financial services. 
 
 
 

People’s Bank 

 
 
 

People’s Bank is the second largest bank in Sri Lanka and transacts with 
more than 25 percent of households in the country. Its main intent is to 
provide access to financial services for the rural and poor populations in 
Sri Lanka. Currently, the bank is focusing on modernizing, restructuring 
and improving the efficiency of its operations. 
 
 
 

Seylan Bank 

 
 
 

Seylan Bank was incorporated in 1987 with the mission to be the premier 
provider of financial services beyond customer expectations, maximizing 
mutual prosperity.  
 
 
 

Regional Dev. Bank 

 
 
 

There is one Regional Development Bank (established in 2010), which 
was formed with the merger of 6 RDBs targeting the small and medium 
enterprises. The RDBs estimate, on average, 86 percent of their business 
is microfinance. The microfinance client base is estimated at 1.85 million 
people. However, only one of the six RDBs collects data on clients while 
the remaining five estimate their client base from the number of 
accounts. (Note: The current client base of the newly formed Regional 
Development Bank is estimated at 3.2 million.) 
 
 

SANASA Dev. Bank 

 
 
 

SANASA is the only other licensed specialized bank with a focus on 
microfinance. SANASA Development Bank is a public limited liability 
company incorporated in 1997. Its mission is to serve as the apex credit 
institution of the Thrift and Credit Cooperative Societies (TCCS). Its 
objectives are: strengthening the SANASA Societies to become 
sustainable rural credit institutions, raising the income level of the poor 
through sustainable approaches, establishing a development bank 
equipped with the capacity to provide a range of financial and 
complimentary services, focusing special attention on facilitating access 
to financial services and business advisory services for the poor, and 
developing and extending the outreach of rural financial markets. This is 
a registered finance company under the Finance Companies Act No. 78 of 
1988 with the Central Bank of Sri Lanka. 
 
 
 

Grameen Micro Credit 

 
 
 

Grameen Micro Credit Co. Ltd., (GMCL) is a registered Finance Company 
of the Central Bank of Sri Lanka under the Finance Companies Act No. 78 
of 1988. GMCL is the only microfinance company that obtained a Finance 
Company License from the Central Bank of Sri Lanka. It was established in 
year 2000, following the footsteps of Bangladesh Grameen Bank System 
to help poorest of the poor in Sri Lanka. The Company provides small-
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scale loans facilities without collateral, which do not ask for any 
mortgage and guarantors. The service provided by GMCL surpasses 
services provided by any other bank or financial institution. They do not 
just give a loan and recover, as any other financial institution do, but 
help borrowers to succeed in the business and lives by guiding them in 
many ways providing other ancillary service, such as insurance covers, 
and help them in natural disaster and provide free training facilities to 
name a few. 
 
 
 

Lanka Orix Leasing 
Company 

 
 
 

LOFIN was the first new finance company to be registered with and 
licensed by the Monitory Board of the Central Bank of Sri Lanka in two 
decades. It is the only Sri Lankan finance company associated with a 
global financial giant. LOLC is a strong proponent of micro financing for 
farmers and women entrepreneurs in rural communities. As a leader in 
this field, the Group provides financing solutions to our hard working 
farmers to purchase equipment and machinery. They till and toil the 
fields for our sustenance. By making available and giving access to two 
wheel tractors, we have witnessed a marked increase in the efficiency of 
cultivation and harvest as the tractor facilitates farmers to increase yield 
by enhancing the productivity of the available paddy land. In this way, 
the farmer benefits too. 
 
 
 

Samurdhi Bank 
Associations 

 
 
 

Samurdhi bank societies (SBSs) were established in 1996 as part of the 
governmental poverty alleviation program. The Samurdhi Authority of Sri 
Lanka regulates SBSs. In July 2007, there were 1,038 SBS. This is the 
fastest growing microfinance programme in Sri Lanka. It has the 
ambitious target of covering all districts of the country. The Samurdhi 
Movement plays a leading role in alleviating poverty and uplifting the 
social and economic conditions of a large number of the country's 
deserving poor. Nearly two (2) million low-income families receive the 
Samurdhi subsidy. 
 

Fisheries Cooperative 
societies 

 
 
 

The fisheries co-operative societies were established to overcome some 
specific problems of the fishing community. The, history of fisheries co-
operatives goes back to more than seven decades. However fishers’ 
active participation in co-operative societies is very poor. Only 12.8 per 
cent of the fishing population were members of fisheries co-operative 
societies in 2007. Jaffna district fisheries cooperative societies have 
represented 25.2 per cent of total membership and 20.9 per cent of total 
number of fisheries co-operatives in Sri Lanka. Yet, the highest share 
capital accumulation was recorded by co-operative societies in 
Mahawewa (Chilaw) fisheries district. 
 

Agro Microfinance 

 
 
 

AMF is a Microfinance Institution incorporated providing four 
Microfinance products for the benefit of small women entrepreneurs, as 
well as men with special reference to women in the rural sector, engaged 
in income generating projects. Credit facilities provided by Agro 
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Microfinance so far have enabled the small producers and entrepreneurs 
to significantly improve their standard of living from their income 
generating activities. Although microfinance programs do assist in raising 
the living standards of the poor, it is also necessary for beneficiaries of 
the loan scheme to be naturally endowed with some degree of 
entrepreneurial skills and the determination to succeed. 
 
 
 

Vision Fund Lanka 

 
 
 
 

Vision Fund Lanka is a non-profit microfinance institution, with five years 
of rural, state, and urban finance experience. It was legally constituted 
under the direction of a Board, consisting of engineers, accountants, 
lawyers, business managers, bankers with over 50 years of collective 
experience in implementing development projects in marginalized 
communities in Sri Lanka guided by strong Christian principles. 
VFL attempts to offer financial products tailored to the needs and 
characteristics of these market segments. Due to aforementioned 
characteristics of this market segment, Vision Fund Lanka has identified 
the following microfinance products: 

 Short-term and medium-term lending products 

 Group life assurance – VFL Clients 
 Mobilization of savings 

 
 
 

Sethsarana _ Caritas 

 
 
 

Seth Sarana is the Social Action Arm of the Archdiocese of Colombo, 
which covers the same area as the Western Province, composed of the 
three Administrative Districts of Gampaha in the North, Kalutara in the 
South and Colombo in the Middle. 
 
 
 

Sewa Finance Co, Ltd. 

 
 

 

Sewalanka Community Financial Services Limited (Sewa Finance) was 
incorporated as a public limited liability company under the Companies 
Act No. 17 of 1982 on 1 September 2005 in order to supplement the 
capital requirements of the community-based organizations (CBOs) that 
had come into being with the efforts and under the guidance of 
Sewalanka Foundation. Sewa Finance plays a key role in the Lanka 
Microfinance Practitioners Association and was the first microfinance 
institution in Sri Lanka to get ISO quality certification. 
 
 

 

 
 

 

Informal Finance Institutions 
 

 

 

 
Moneylenders 

 
 
 

They exist in all areas where the survey was conducted. The main feature 
is that they provide credit without asking for collateral, documents and 
security. Clients have access to them anytime and anywhere. The 
average rate of interest is between 5 percent and 15 percent per month. 
Moneylenders do not insist on any eligibility criteria of the clients. They 
enjoy a very successful repayment rate. The maximum loan amount given 
by them does not exceed Rs. 50,000. 

Fish Buyers 

 
 

Fish buyers are found everywhere and give loans to fishers without 
interest to purchase fishing equipment. In return, the fisher sells his 
catch to the buyer who decides the price and deducts the premium due 
to him. The fisher is always in the clutches of the buyer and cannot sell 
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his harvest at a competitive price. 
 
 

Traders (Fisheries 
Equipment) 

 
 

Traders are founding commercial centers. They trade fishing nets, fishing 
equipment, artificial bait, fishing lines, Riji foam containers, engine parts, 
repair kits and diving equipment, etc.  
The fishers who need any kind of fishing equipment normally go to 
wealthy men and purchase a dated cash cheque written to the amount 
to cover the purchase.  
He hands over the cheque to the trader and the trader obtains his needs 
at an inflated price. On reaching the date of the cheque, which is set two 
or three months after, the fisher pays back to the person from whom the 
cheque was purchased. That person deposits the money in the bank to 
get his materials. 
In the event the fisher is unable to pay for the loan, he has to borrow 
money from a moneylender at a higher rate to pay the trader. 
 
 

 
 

2.2.6. Identifying the financial gaps 
 

 

Financial gaps were identified through consensus building exercise, lessons learned exercise, 

key informant interviews, clients and actors’ survey and the literature review. They were 

categorized under four headings using the PESO model. Table D8 shows the main features in 

each of the four categories. 

 

Table D8. Financial gaps in RFLP 
 

Gaps Features 

Portfolio gaps 
 

 Less savings products 

 Lack of accessibility to Insurance products like credit 

 Lack of small and short term loans based on seasonal harvest 
variations  

 Lack of suitable financial products (Emergency, consumption, 
festival) 

 Lack of non-financial products 

 Poor maintenance of the PAR and poor delinquency management 
 

Efficiency Gaps 
 

 No pre-assessment of the client 

 Lack of supervision over the proper use of credit 

 Lengthy and complex loan application process 

 Absence of a repayment schedule 

 Lack of adherence to loan cycles  

 Too many members comprising the group 
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 No proper perception and maintenance of OSS and FSS 
 

Sustainability Gaps 
 

 Writing off interest 

 No competitive interest 

 Loan disbursement without credit insurance 

 Inability to pay additional instalments  
 

Outreach Gaps 
 

 Credit for non-fishery livelihoods 

 Less credit distribution on group basis 

 Making compulsory savings guarantees for credit 

 Unidentified target segment and client 

 Unavailable profit-sharing system with clients and many guarantors  
 

 
 

 

Here below are some additional observations: 
 

 

 

 

 

 

 Knowledge and understanding of the financial gaps for fisheries cooperative societies 

and NGO-MFIs are basically insufficient; 

 These institutions do not assess, neither do they make projections nor prepare financial 

reports as expected from them; 

 Development of financial and non-financial products is not made according to the clients’ 

requirements. The types of clients’ harvest differ seasonally among prawns, crabs, 

shallow water small fish and varieties of mullets. The loan amount and the period should 

differ accordingly. Attention is not paid to these seasonal factors by the financial actors; 

 The requirements of the target segment are manifold. As an example, other than 

savings, credit and insurance for livelihood activities, fishers need: 

o Loans for non-fisheries livelihoods, 

o Profit sharing,  

o Less number of guarantors, 

o Removal of compulsory savings to access credit.   
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2.2.7. Main findings of the survey 
 

 

 

1. Many of the interviewed fisheries cooperative societies are built on party politics.  

These societies can be divided into two types according to the party their members belong. 

Because they are divided into two parties, it was observed that extending the outreach 

catering fully to the target segment is neglected. This has led to poor portfolio quality. 
 

 

2. Most of the Fisheries societies are family-dominated.  

Family have been instrumental in forming the cooperative societies. In these societies 

governance and the management are at low ebb as transparency and accountability are 

increasingly becoming questionable. Frauds and misappropriation have not been brought 

into light. Therefore, the societies tend to decline gradually endangering sustainability in its 

stead. 
 

 

3. Staff in MFIs not skilled in “fishfinance”. 

The survey brought into light that MFIs generally fail to recruit qualified personnel and that 

little or no training was given to them regarding the specificities of fisheries communities. 

This has led to prevalence of low portfolio quality and high delinquency rate in the sector. 
 

 

4. MFI staff is committed to their task. 

Although the staffs are not skilful, their commitment to the service they render is at a high 

level. This quality could prove beneficial to future growth and expansion.  
 

 

 

 

5. Small-scale fishers are neglected due to the perception of high risk. 

Fishers’ income is prone to variations and therefore become unstable. By nature of their 

living environment, fishers have an aggressive disposition. Because of these factors, banks 

and formal financial institutions are reluctant to invest within fishing communities. 
  

 

6. MFI clients are poorly guided in aspects of business management. 

Most of MFIs only provide credit to their clients. They are not led in the proper line of 

managing the credit specific to whatever business they have chosen. The businesses are not 
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run according to the best business principles. As a consequence, credit is not meaningfully 

used to harness a profitable income. 
 

 

7. Poor loan portfolio tracking system and financial management.  

Microfinance organizations’ sustenance invariably depends on the portfolio management. 

Failure to track and poor management of the portfolio is tantamount to the moribund of 

such organizations. Another discouraging feature is that the organizations lack proficiency in 

managing their own finances: considerable amounts of money were found idle in bank 

accounts, unable to fetch a sizable profit. 
 

 

8. Fisheries cooperative societies have a more extensive outreach than other MFIs.  

A noteworthy feature of fishery cooperative societies is that they are located close to the 

target community. Another distinctive quality that was observed was that they have both 

the largest number of outlets in RFLP areas and the largest number of clients within the 

fisheries sector. 
 

 

9. Majority of small-scale fishers in the RFLP areas have no access to microfinance.  

In the three fisheries districts where the study was conducted, majority of the fishers are 

involved in small-scale fishing. Microfinance services have yet to reach all these needy 

people. Only about 20 percent of small-scale fishers benefit from microfinance services 

facilities.  
 

 

10. Limited institutional capacity of MFIs. 

The presently operating MFIs are self-compelled to be limited in their outreach because 

their institutional capacities are limited. Policies and procedures, governance board, staff 

competency, service delivery ability, excising funding etc. are all of limited nature.   
  

 

11. Moneylenders, traders and fish buyers (“Mudalali”) have become prominent in the 

informal microfinance sector in RFLP areas. 

As commercial banks and formal MFIs are satisfied with the limited outreach they are 

enjoying at the moment, the informal lenders hold sway in the RFLP areas. They are using 

different approaches to take small-scale fishers into their confidence. They hold the major 

part of the “FishFinance” market share in the area.  
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12. Portfolio delinquency rate is high. 

In “FishFinance” delinquency is an aspect that has to be curbed in order to maintain a 

healthy portfolio. It is observed that much attention is not paid to this aspect, as proper 

tracking systems are not available to financiers and credit discipline is almost non-existent 

among the small-scale fishers.  

 

 

2.2.8. Conclusions of the survey 
 
 

1. Target segment is unnecessarily fragmented.  

This is mainly explained by the family dominance of the leadership and the ardent loyalty 

fisheries communities show to political parties.  
 

 

2. Weak governance and non-adherence to policies and procedures characterize 

organizations.  

These manifest from a weak hierarchy, poor decision-making, failure to regularly convene 

board directors, and lack of awareness and interest about policies and procedures.  
 

 

3. Staff of MFIs’ performance and efficiency is low.  

Staffs are characterized by a lack of training and motivation, stagnant outreach, low caseload 

per credit officer, low portfolio, low income, and low sustainability of operations.   
 

 

4. Program is running without standards to observe.  

Benchmarks are not fixed; norms and practices are not followed; portfolios are at risk; and 

OSS, FSS, and LLR are not monitored properly. 
   

5. Small-scale fishers tend to obtain credit from informal sources being prey to 

exploitation.  

MFIs are not widespread, their processes and requirements towards obtaining credit are not 

client-friendly. As a consequence, informal lenders are highly solicited despite reported 

harmful practices. 
 

 

6. MF clients among small-scale fishers have poor repayment rate. 
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This could be explained by their variable income, the inappropriateness of the prevailing 

products, along with the generally distrustful attitude of MFI staff.   
 

 

 

7. Inability to find institutional sustainability and financial position. 

MFIs fail to monitor their portfolio and lack a proper MIS, and forgo financial analysis and 

future projections/planning of their operations. 
 

 

8. Small-scale fisher communities prefer to have organizations close to them.  

Physically closely located MFIs are more attractive to small-scale fishers. These organizations 

should also have a convenient service delivery mechanism and the products should match 

with the harvest variation of the clients. 
 

 

9. Low performance of MFIs in RFLP areas and limited outreach.  

There has been a reported low competence of MFIs prevailing in RFLP areas, which 

demonstrate a lack of coordination with funding and other services organizations. 
 

 

10. Clients are kept in the dark as regards to their rights, obligations and 

responsibilities.  

MFIs have yet to create client awareness. Because of the poor methodology of grassroots-

level MFIs, clients are not properly organized. 
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3. APRACA Recommendations to Achieve output 5 
 

6.1. Targeted achievements 
 

 

1. Improve governance and procedures. 

Provide MFIs and partners involved with the ability to function effectively as interdependent 

entities that can influence and shape their environments and surroundings in order to 

enhance access of fishers to microfinance services. 
 

 

2. Improve institutional and personnel capacity of MFIs. 

Improve the performance of microfinance institutions to affect the quality of their services.  
 

 

3. Standardize microfinance programs in RFLP areas. 

Lay down policies and procedures, along with microfinance products, and make them 

available to the targeted communities. 
 

 

4. Develop appropriate financial and non-financial products for small-scale fishers. 

Increase client outreach of existing MFIs and support the development of microfinance 

services, which should better match the needs of fishers. The latter should help to relieve 

small-scale fishers from the clutches of informal lenders. 
 

5. Small-scale fisher MF clients should be guided in business and cash management. 

This will lead to better repayment ability, promotion of savings, and an increase of assets of 

the small-scale fisher clients. 
 

6. Install appropriate MIS with proper training and guidance. 

MFI actors will then be able to have accurate and transparent reports to show their 

performance, this will enable them to access borrowings and eventually reach sustainability. 
 

7. Develop small-scale fisher community owned model to promote “FishFinance.” 

Develop an appropriate and simple “FishFinance” model to fulfil small-scale fishers MF 

requirements in a significant and sustainable manner.   
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8. Increase awareness and understanding of the microfinance clients. 

Clients will act in a responsible manner using their rights and obligations to make their MF-

based activities work better. 
 

9. Improve accessibility to funds and borrowings for MF actors in RFLP. 

The actors of MF will expand their fund base.  

 

6.2. FishFinance strategy 

 
 

A workshop was conducted with selected stakeholders and development and “FishFinance” 

specialists in order to unearth the most appropriate strategies to achieve facilitated access 

to microfinance in RFLP areas. Along the workshop, the following aspects were considered: 
 

 

 

 Where should the program take place? 

 Where is the program now in relation to the above? 

 Structured SWOT analysis in relation to where the programs ought to be? 

 TOWS analysis to find SO, ST, WO, and WT strategies. 

 Elimination and prioritisation of surfaced strategies 
 

 

 

 

The table below shows the purposes and actions that are relevantly defined by the four 

discovered strategies, which are: expansion of client outreach in RFLP areas, development of 

new partnership models for fish finance sector in RFLP areas, expansion and strengthening 

of debt funding base, and improvement of capacities of institutions, governing bodies and 

implementing staff. 

 

The strategies that were developed were fully aligned with the proposed partnership model, 

which was built on interaction and inter-relationship of the Ministry of Fisheries, FAO- RFLP 

and Financing/Funding organizations. 

Actions cited against the strategies have to be translated into activities while designing the 

detail work plan. 
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Table D9.  Purposes, strategies and actions. 
 

Purpose Strategy Actions 

To provide growth and 
quality of the program, 
as measured by 
external industry 
standards and internal 
standards 

1. Expansion of client 
outreach in RFLP area. 
 
 

1. Expand the client base. 
2. Reach new Geographical areas. 
3. Diversify Microfinance products. 
4. Improve program quality. 
5. Start a women-centred client base. 
6. Introduce business planning/projection 
7. Develop policies and procedures in 

relation to “FishFinance”. 
 

To develop an 
appropriate 
“FishFinance” system 
to enlarge facilitated 
access to microfinance.  

2. Develop new 
partnership model for 
FishFinance sector in 
RFLP area. 

1. Obtain commitment of Funding, 
implementing and service-providing 
partners.  

2. Partners arrive to an agreement of their 
roles and responsibilities. 

3. Conduct orientation to all stakeholders.  
4. Register/ re-register MFIs under the MFI 

act. 
5. Establish “FishFinance” practitioners 

association.  
6. Increase client awareness. 
 

To develop and 
implement a funding 
model that broadens 
and strengthens 
funding base, 
maximizes resources 
and accelerates growth 
and sustainability.  

3. Expand and 
Strengthen Debt 
Funding Base.  
 

1. Mobilize funding sources and partners. 
2. Build an investment-borrowing ready 

environment. 
3. Induce funding agencies to reach 

agreement with implementing and 
service providing partners. 

4. Monitor funding progress against 
expected outcomes. 

 

To improve 
governance, 
management and 
service of the system. 
 
 
 
 
 
 

4. Improve capacities 
of financial 
management and 
service delivery. 

1. Develop capacity building plan and 
budget. 

2. Select consultants and Institutions to 
conduct capacity building. 

3. Design capacity building modules. 
4. Develop HRM and credit policies and 

procedures. 
5. Establish MIS for portfolio tracking and 

accounting.  
Promote alternative livelihoods development 
for women 
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6.3. FishFinance operating and funding models 
 

6.3.1. Operating models 

 

FAO will not be a ‘direct implementer’ providing MF services but will rather focus on the 

partnership models in order to increase accessibility of small-scale fishers to MF services in 

RFLP areas. With the National Federation of Fisheries (NFF) operating under the Ministry of 

Fisheries (MOF) the operations will include: 

 

 

1. Implementation through empowerment of small-scale fisheries communities and 

their institutions; 

2. Programming through partnerships with local/provincial ministries/departments, 

local councils, fish-based organizations and community-based organizations; 

3. Establishing partnerships with local and international funding organizations; and 

4. Decentralizing MFI models with dedicated MFI staff and empowered communities. 

 

6.3.2. Funding models 
 

 

The main function expected of the state bank and other MFIs is to provide funding to NFF 

MF unit and excising MFIs in the RFLP areas to maximize the outreach for small-scale fishers 

and sustain the program.  

 

The funding strategy for the next three years will focus on the following funding models:  

 

 

1. Local fund raising (deposits, shares) 

2. Donor Funding 

3. Bilateral Government grants 

6.4. Borrowings from wholesale MFIs/Banks Suggested partnerships 

 

6.4.1. Partnership model overview 
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Ministry of Fisheries in partnership with FAO-RFLP, commercial banks and MFIs will 

leverage their respective core competencies in the areas of Fisheries community 

development and microfinance in order to spur sustainable economic growth of small-

scale fishers segment in Negombo, Chilaw and Puttlam fisheries districts. The Ministry of 

Fisheries will bear the responsibility of implementing the program, while FAO-RFLP will 

sponsor capacity building, and commercial banks with other MFIs will provide financial 

support.  

The main focus of all these investments is to build up the social, financial and physical 

capital of the community, establishing access to microfinance and livelihood sustainability 

of the RFLP areas, which is the overall objective of the RFLP program.  

 

 

6.4.2. Main project partners 
 

 

Ministry of Fisheries (MOF):  

MOF is the key partner of the model: It has already started developing a National 

Federation of Fisheries (NFF) at the national level. Below that are district-level 

federations and further below are village-level fisheries societies. 

 

All agencies working in the interest of developing small-scale fishers will have to fall in 

line for this arrangement. Among the objectives of the NFF is the set up an MFI that will 

cater to the needs of the fishers’ community. NFF is composed of representatives from 

grassroots-level fishers.  

 

RFLP project facilitated by FAO with the sponsorship of the Spanish Government has 

identified Departments of Fisheries in the RFLP districts as the implementing partner. 

While developing a program to facilitate access to microfinance for small-scale fishers in 

Sri Lanka, it is necessary to work hand-in-hand with the MOF. 
   

FAO RFLP:  

This is an international NGO registered locally with the Government of Sri Lanka. RFLP 

provides alliance leadership, assuring compliance with UN requirements. It would 

organize fisher groups into productive microfinance units, introducing and improving 
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capacity-building process. Last but not least, RFLP would ensure alignment with food 

security, livelihood diversification and gender mainstreaming activities. 
 

Commercial Banks/ MFIs:  

The main function expected by the state bank and other MFIs is to provide funding to NFF 

MF unit and excising MFIs in the RFLP areas to maximize the outreach for small-scale 

fishers and sustain the program.   
 

 

Table D10.  The focus on Partners 
 

 

PARTNERS ORGANIZATION 
PROGRAM RELATED 

ACTIVITIES 
LEVERAGE TYPES 

M
A

JO
R

 P
A

R
T

N
E

R
S

 

FAO - RFLP International NGO 
registered locally with 
the Government of Sri 
Lanka and facilitator of 
RFLP program in 
Negombo, Chilaw and 
Puttlam. 

Provide Alliance leadership, 
assuring compliance with UN 
requirements; organize fisher 
groups into productive and 
sustainable MF institutions; 
introduce capacity building for 
both NFF MF Unit and actors in 
RFLP areas; Install MIS at MFIs: 
integrate food security and 
gender mainstreaming with 
Microfinance activities; facilitate 
training of fisher folks in fishing as 
a business/ livelihood: Monitor 
financial of MFIs.  

Not direct implementers; 
facilitate to bring 
microfinance close to small-
scale fishers. 
 
Work in partnerships to 
develop existing systems 
and structures. 
 

MINISTRY OF 
FISHERIES -  
DFAR - NFF 

Line Ministries of the 
Government of Sri 
Lanka: has 
departments in all 
districts 
NFF is newly 
established fishers 
organization. The 
latter has MF units. 
  

Provide micro-loans to fishers; 
Organization of clients into 
savings and loan groups.  Provide 
business development services 
and trainings. 
Women specific economic 
development process which 
includes microfinance: Institution 
of finance organization at village 
level, District level and National 
level and induce registration 
under relevant legislation.   

Loans ranging from 5,000 to 
100,000 rupees.  Most 
loans will have 6 month 
terms for a total interest 
rate of 13 percent over the 
loan period.  
 
Fulfilling of small-scale 
fishers microfinance needs 
through NFF MF unit. 

COMMERCIAL 
BANKS/MFIs 

Sri Lankan Commercial 
Banks /MFIs in RFLP 
areas. 

Provide loan capital to NFF upon 
successful negotiation of 
agreement.  

Working through selected 
MFIs as partners: Maintain 
lending – borrowing 
relationship. 
 
 

 
DOFA: Department of Fisheries and Aquatic Resources.  
NFF: National Federation of Fisheries 
MOF: Ministry of Fisheries 
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Note: Regarding the establishment of a concrete partnership model, we are still in the 

negotiation process with the Ministry of Fisheries and financial institutions, which will be 

accomplished by the 1st quarter of 2011.  

 

6.4.3. Other potential project partners 
 

 

 

Potential partners indicated in the table below have been identified under three broad 

categories: Funding Partners, Capacity Building Partners and Implementing Partners. 

 

Negotiations with these partners are yet to be completed. The regions where their 

interventions are possible are also not correctly identified. 

 
Table D11.  Potential partners 
  

Potentiality Organization Potential locations 

Negombo Chilaw Puttlam 

Funding 
Partners 

National Development Trust Fund √ √ √ 
Etimos – Italian Funded Agency √ √ √ 
Stromme foundation √ √ √ 
Hatton National Bank √ √ √ 
Seylan Bank √ √ √ 
Regional Development Bank √  √ 

Peoples Bank √ √ √ 
DFCC Dev. Bank √ √ √ 

Capacity 
Building 
Partners 

GTZ ( Promis) √ √ √ 
LMFPA √ √ √ 
SYIB √ √ √ 
Canadian Dev. Inter. Agency – 
CIDA 

√ √ √ 

USAID √ √ √ 
FAO- RFLP √ √ √ 

Implementing 
Partners 

National Federation of Fisheries √ √ √ 
Fisheries Cooperative societies √ √ √ 
Sethsarana – Caritas √   
Sewa Finance ( Gte) Ltd.  √  
Vision Fund Lanka √  √ 
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6.4.4. Proposed microfinance framework 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

   

 

 

 

 
   

 

 

 

 

 

Fig D1.  Recommended microfinance framework 
 

“FishFinance” Partnership Model 
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strengthen debt 

funding base 

Improve capacities of 
management, 

financial and service 
delivery 

1. Expand the client base. 
2. Reach new Geographical areas. 
3. Diversify Microfinance 

products. 
4. Improve program quality. 
5. Start a women-centered client 

base. 
6. Introduce business planning/ 

projection 
7. Develop policies and 

procedures in relation to 
“fishfinance”. 

8. Establish an appropriate village 
banking model 

 

1. Mobilize funding sources and 
partners 

2. Build investment- borrowing 
ready environment. 

3. Induce funding agencies to 
reach agreement with 
implementing and service 
providing partners. 

4. Monitor funding progress 
against expected outcomes. 

5. Obtain commitment of 
Funding, implementing and 
service providing partners.  

6. Partners arrive at agreement of 

their roles and responsibilities. 

7. Register/ re register MFIs 

under the MFI act 

 

 

1. Develop capacity building plan 
and budget. 

2. Select consultants and 
Institutions to conduct capacity 
building. 

3. Design capacity building 
modules. 

4. Develop HRM and credit 
policies and procedures. 

5. Establish MIS for port folio 
tracking and Accounting.  

6. Promote alternative livelihood 
development for women 

7. Establish “fishfinance” 
practitioners association.  

8. Increase client awareness. 
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6.5. Suggested pilot sites 
 
 

6.5.1. Identification of pilot sites 
 

 

Pilot sites have been identified under two broad categories in two separate clusters. Firstly, 

sites with more accessibility—characterized by the presence of MFS actors, target segments 

with the economically active poor, availability of basic facilities and infrastructure, areas with 

sea fishing and an average of 50 target families. The identified pilot sites are in the 

Judewatta, Thaldiyawatta, Iranawila West and Medawatta in Negombo and Chilaw districts. 
 

 

Secondly, sites with following features have been selected as the other category: areas with 

less accessibility or where access is a problem because of geographic locations (small 

islands, isolated and distant form human habitation), a high poverty incidence and high 

degree of small-scale lagoon fishing families, an average of 50 families, a lack of access to 

basic services and infrastructure facilities, a very low saturation rate of MF services. The 

identified pilot sites are in the Mandalakuda, Wannimundel, Kurakkanhena, Anawasala, 

Janasavipura, Gangewadiya, Serakkuliya and Kalladiya in Puttlam district. 

 

Pilots will be in operation for two (2) years for which a work plan will have to be developed 

with precisely defined objectives. During the pilot period, the sites will be monitored 

according to a device system. As well, constant reviews and course corrections have to be 

done. Finally, they will have to assess the successes and failures for further replication once 

the general program is commissioned. 

 

6.5.2. Profiles of target population and pilot sites 
 
 

 
 

We believe that this process of accessing finance should ultimately be a participatory 

process, enabling progress towards the economic stability and sustainable development of 

vulnerable groups in RFLP areas. 
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The target population will include all the members of different age groups in the selected 

families of 1,980 fishers. Basically there will be 1,980 fishers to represent 1,980 families. The 

selection of the target families will be done according to the agreed criteria, using a method 

of selection with transparency and accountability. We would present the following as the 

selecting criteria and more factors could be added in consultancy with the community: 

 

 

o Sites with Easy Access  

 

- Sites with the easy access; 

- Presence of MFS actors; 

- Target segment with economically active poor;  

- Availability of basic facilities and infrastructure; and 

- Areas with sea fishing and average of 50 target families. 

 

Table D12.  “Easy access” suggested pilot sites 
 

 

District Fishery District FI Division 
No of 

Clients 
Pilot location 

Target 
Segment 

Negombo Negombo 
Uswetakeyyawa 75 Judewatta, Sea fishing 

Uswetakeyyawa 100 Thaldiyawatta Sea fishing 

Chilaw 
Chilaw Chilaw  South 100 Medawatta Sea fishing 

 
Mahawewa 

Central 
200 Iranawila west Sea fishing 

  Total 475   
 

 

o Sites with Difficult Access 

 

- Areas with less accessibility or where access is a problem because of geographic 

locations (small islands, isolated and distant form human habitation),  

- Poverty incidence and high degree of small-scale lagoon fishing families;  

- Average of 50 families,  

- Areas that lack access to basic services and infrastructure facilities; and 

- Areas where the saturation rates of MF services are very low. 
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Table D13.  “Difficult access” suggested pilot sites 
 

District 
Fishery 
District 

FI Division 
No of 

Clients 
Pilot location 

Target 
Segment 

Puttlam Puttlam Kalpitiya 200 Mandalakuda Lagoon 
Kalpitiya 150 Wannimundel Lagoon 
Kalpitiya 150 Kurakkanhena Lagoon 
Kalpitiya 250 Anawasala Lagoon 
Kalpitiya 200 Janasavipura Lagoon 
Kalpitiya 200 Palliyawatta Lagoon 
Kalpitiya 150 Battalangunduwa Lagoon 
Kalpitiya 70 Punchigunduwa Lagoon 
Wanathawilluwa 50 Gagewadiya Lagoon 
Wanathawilluwa 100 Serakkuliya Lagoon 
Wanathawilluwa 85 Kalladiya Lagoon 
Total 1,505   

 
 

6.6. Cross-cutting issues 
 

6.6.1. Gender 
 
 
 

 
Gender is a theme that will be closely monitored in this partnership project. As given in 

the client selection criteria, this will be tracked from the perspective of the women and 

men registered in the loan program. Also, gender relations and perspectives of men and 

women toward each other, as well as how men and women are treated by implementing 

staff, will be assessed over the project lifetime.   

 

6.6.2. Environment 
 
 

Natural resource management is one of the key components of the project and 

contributes to environmental protection and ecological sustainability in both sea and 

lagoon. Some aspects are mentioned:  

 

 

o Discourage the use of un-prescribed nets and equipments;  

o Emphasize the conservation of sea and lagoon nutrients and water to enhance short-

term, medium-term and long-term fish productivity; 
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o Project participants are encouraged to use environmental-friendly products and 

environmental care will be incorporated into the training curriculum. 
 
 
 

6.6.3. Disability 
 

 

Disability is one of the core selection criteria for selecting clients for microfinance 

program.  This ensures that clients with disabilities will get priority in the microfinance 

program. This would be a key criteria strictly observed in the process of client 

registration. 

 

6.6.4. Peace building, conflict sensitivity, and conflict resolution 
 

 

The target groups will include persons from different ethnic and religious backgrounds to 

ensure equal representation. This will be achieved through involvement of different 

religious-based CBOs in the selection process and also later on during all stages of the 

project. Activities that focus on specific target groups, as well as activities that benefit 

the whole community, are planned in order to avoid social conflict.   

 

 

All the above is further detailed in the output 5-related workplan proposed to the RFLP-Sri 

Lanka within the context of the present mission (see Annex D1). 
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E/ Democratic Republic of Timor-Leste / Repúblika Demokrátika 

Timór Leste / República Democrática de Timor-Leste 
 

 

 

List of Acronyms 

 

 

AMFITIL  Association of Microfinance Institutions in Timor-Leste  

BPA Banking and Payments Authority  

CUFA Credit Union Foundation Australia 

IMfTL Instituicao de Microfinancas de Timor-Leste 

MR Moris Rasik 

NDC National Directorate of Cooperatives 
 

 

Note: This list is complementary to the one provided at the beginning of the present report.  
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1. Country context 
 
 

1.1. Country Profile at a glance 

 

 
 

 

 The country is the eastern half 

of Timor Island. It is divided into 

thirteen administrative districts 

subdivided into 65 sub-districts, 

442 sucos (villages) and 2,225 

aldeias (hamlets). 
 

 

 Following the end of the 

Portuguese colonization in 1975, 

the country was occupied by 

Indonesia and recently acquired its 

independence in 2002. 

 
 

 

 

 The country continues to suffer the after-effects of the long independence struggle 

against Indonesia. Eighty-five percent (85%) of the country’s buildings were destroyed 

and a third of the population fled the territory (FDC, 2007). It has the second lowest 

Human Development International (HDI) index in Asia. 
 

 

 

 

 As a consequence of the recent breakdown in national security (2006) and the bad 

harvest experienced in 2007, the country has called for international assistance. 
 

 

 

 The political structure is Parliamentary Republic with Jose Ramos-Horta as President and 

Xanana Gusmão as Prime Minister. It must be noted that the country is still in the process 

of building its administration and governmental institutions. 

http://en.wikipedia.org/wiki/Xanana_Gusm%C3%A3o
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1.2. Microfinance sector development 

 
 
 
 

Prior to the independence from Indonesia, it can be stated that microfinance was almost 

inexistent: only 11 percent of the population had received a bank loan and about 20 percent 

were relying on informal moneylenders (UNCDF, 2005). While the formal financial system of 

Indonesian Timor-Leste was destroyed in 1999, all branches of state banks, the regional 

government bank and commercial banks closed, leaving nothing in terms of equipment and 

records. As a consequence, no more local formal or informal financial service providers were 

in operation in Timor-Leste in 1999. 
 

 

 

In 2001, taking advantage of the growing involvement of international donors, the country 

decided to develop its microfinancial sector. The Banking and Payments Authority (BPA) was 

created, attempting to establish guidelines for the microfinance sector and functioning as a 

central bank. The same year, the World Bank initiated and supervised two projects with 

microfinance components but these were relying on subsidized credit schemes. They failed 

evident in low repayment rates and major losses (NABCONS, 2009). The Asian Development 

Bank (ADB) also launched the Microfinance Development Project, leading to the 

establishment of the Foundation for Poverty Reduction and the Instituicau de Microfinancas 

de Timor-Leste (IMfTL, shown in 1.3.1.) in 2002.  
 

 

In 2003, eleven microfinance providers decided to form an informal working group, which 

became the Association of Microfinance Institutions in Timor-Leste (AMFITIL). However, only 

four of these 11 MFIs have remained active.  
 

 

 

Timor-Leste is an agricultural society which infrastructures are underdeveloped and which 

high unemployment rate is a major problem. Several small and non-profitable MFIs operate 

in the area. The 2006 crisis worsen the situation and lead to the interruption of the sector 

growth experienced in the early 2000’s when several institutions had to close and the 

donors became reluctant to invest in the sector. 
 

 

 

Nowadays, while the few remaining active MFIs are focused largely on extremely poor 

households in rural areas, it can be stated that the sector is still in its cradle (FDC, 2009). 



 

 

 

 

 

 186 

 

1.3. Microfinance actors, supervision and regulation  
 

 

 

There are no local commercial banks in Timor-Leste and only three foreign-owned banks39 

which do not or rarely deliver services to micro businesses exist in the country. In addition, 

there is only one local microfinance institution with limited banking licence since the policy 

and regulatory framework for financial service provision are still evolving and poorly 

developed. 
 

 

 

 

1.3.1. Instituicao de Microfinancas de Timor-Leste (IMfTL) 
 

 

 

 

 

Established with the support of the ADB and three local NGOs, IMfTL is the largest 

microfinance provider in the country. It is the only regulated MFI in Timor-Leste. However, 

its license is limited to strict credits and savings ceilings40. 
 

 

 

IMfTL runs through branches in Dili, Aileu, Gleno, Maliana and Oecusse operating under the 

regulation and supervision of the BPA. The institution focuses on the provision of financial 

services (credits, savings) to the moderately to extremely poor households in urban and rural 

areas, with a special focus on women. Among the products they offer voluntary saving 

accounts, group loans for poor women, individual loans for market and agricultural activities, 

and payroll loans.  
 

 

 

In 2005, their client base constituted 2,685 borrowers of whom 30 percent were women 

with US$ 8,081 saving accounts.  
  

 

 

The IMfTL is part of the AMFITIL network mentioned previously. According to their 

performance report, the institution made profits on its operations but are reported to be 

based only on the payroll loan product (FDC, 2009). 
 

 

 

 

                                                 
39

 Australia and New Zealand Banking Group (ANZ, New Zealand), Caixa Geral do Depositos (CDG, Portugal) and 
Mandiri Bank (Indonesia) 
40

 IMfTL cannot hold more than USD 1 million in savings. Sixty-five (65) percent of the portfolio should be 
provided as microcredit (UNCDF, 2005). 
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1.3.2. Specialized Non-governmental organizations (NGOs)   

 

 

 

 

 

 

In addition to IMfTL, there are three more national NGOs that are from the AMFITIL 

networks. All of them were established specifically to provide sustainable financial services 

to poor households. While their market sub-segments differ slightly, their primary focus is 

on the very-extremely poor households in rural areas. 

1.3.2.1. Moris Rasik (MR) 
 

 

 

Established in 2000 with the support of CASHPOR41 and other donors42, MR is the largest 

rural MFI in Timor-Leste.  

 

Through its 13 branches, the institution delivers credit and saving products by replicating the 

Grameen Bank’ schemes (group and individual loans, voluntary saving accounts) with a 

special focus on women (solidarity groups). In 2007, their client base was more than 10,000 

clients. 

 

They recently achieved their operational self-sufficiency and are successful with a reported 

98 percent repayment rate (FDC, 2009).  

 

1.3.2.2. Opportunity Timor L’orosae (OTL) 
 
 
 

With the support of Opportunity International, it provides small, short-term individual loans 

with daily repayments. It has now adopted exactly the same approach as the two previous 

organizations described- making women target beneficiaries and their provision of credit 

through groups having formation 20 members. However, such groups are often scaled down 

in rural areas to groups of five. 

In 2005, OTL was serving approximately 2,000 clients across Dili, Baucau, Liquica and Ernera 

districts. 

                                                 
41

 Network promoting the replication the Grameen Bank in Asia by providing technical assistance and funding.  
42

 Touch Community services, Lee Foundation, and HIVOS. 
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1.3.2.3. Other NGO-led microfinance programs  
 

 

 

Some other NGOs are not microfinance-oriented but have integrated these services among 

their wide range of activities. The NGOs described below are all members of the AMFITIL 

network: 
 

 

 

 

Christian Children Fund (CCF) was established in six districts – Dili, Liquica, Baucau, 

Covalima, Bobonaro and Manatutu. It provides microfinance services through self-help-

groups (SHGs) formation, delivery of credit and technical assistance. It has about 2,000 

borrowers and savers (FDC, 2005) and aims at helping poor children through livelihood 

improvement of their mothers. 
 

 

 

Hotflima was established in three districts – Dili, Covalima and Aileu. It provides 

microfinance services through SHGs and serves around 1,400 poor women in rural areas 

(FDC, 2005). 
 

 

 

Timor Aid was established in two districts – Dili and Liquica. It provides microfinance services 

through SHGs, targeting peri-urban widows and poor women with a total of 120 clients only. 
 

 

1.3.3. Credit Unions (CUs) 
 
 
 
 
 
 
 
 
 
 

Also referred as “savings and credit cooperatives”, the CUs were developed and supported 

actively during the 1990’s. In 1994, 27 members of CU were grouped to form the Fundasaun 

Hanai Malu, a CU Federation (CUF) working as apex structure and oddly linked to the 

government. 
 

 

These institutions provide individual loans to members while charging a paid-up share 

capital and accepting savings deposits to constitute their loan capital. With an average loan 

markedly higher than the other MFIs, it is fair to say that they tend to serve the low income 

generating families that are not necessary poor. 
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However, the CUs present a lot of constraints: low membership, inadequate capital, limited 

savings mobilization, shortage of technical skills and transparency problems. Despite an 

attempt by the ADB to rehabilitate CUs, most are now reported to have collapsed and only 

three out of 27 are still operational43  (FDC, 2009). Together, they serve only 1,997 saving 

members and 780 borrowers, of which 37 percent are women. 
 

 

A successful initiative such as Cooperativa Café Organic (CCO) should be recognized even if it 

does not concern only financial service since it brought about economic development. The 

16 CCOs organized under the apex Cooperativa Café Timor (CCT) provided venues for 

farmers to earn and improve the quality of their lives at some degree. These coffee 

producers’ cooperatives managed by the National Cooperative Business Association (NCBA) 

and funded by USAID have successfully dealt with organic coffee production, processing, 

marketing and exportation.  
 

 

Additionally, it should be noted that the CUF is part of a regional CU confederation called the 

Asian Confederation of Credit Union (ACCU). This confederation provides capacity building 

programs to their national counterparts. Interestingly in the context of the RFLP, such 

programs include financial literacy trainings to the members of the CU. 
 

  

 

 

1.3.4. Informal finance 
 
 
 
 
 
 
 
 
 
 

It is observed that while in 1999, 20 percent of the population was relying on informal 

moneylenders; only five percent of a sample survey realized in 2001 was reported to rely on 

such practices. Due to the political and financial crisis and their consequent important losses, 

the moneylenders disappeared from the financial scene in Timor-Leste (UNCDF, 2005). 

The table below shows the type of MFIs and its corresponding authorities and activities. 

Informal MFIs (NGOs and credit unions) were not subdued in any kind of authority. IMfTL, 

which is a formal MFI type, is regulated and supervised BPA. (See table E1) 
 

 

 

 

                                                 
43

 Naroman in Atsabe – Ermera; Fitum Naroman in Laceil – Bobonaro; and Fini Soromutu in Dili - Dili 
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Table E1. Microfinance actors, supervision & regulation in Timor-Leste (FDC, 2009). 
 

 

Type of MFI RegulatoryAuthority 
Supervisory 

Authority 

Microfinance 

Activities 

Formal 
 

 

 

IMfTL 

 

 

BPA 
 

 

BPA 
 

 

Savings & Loans 

Informal 

 

 

NGOs 

 

 

 

None 

 

 

None 
 

 

Savings & Loans 
 

 

 

Credit Unions 

 

 

 

None 

 

 

None 
 

 

Savings & Loans 
 

 

 

 

 

 

 

 

 

1.4. Microfinance funding and supporting organizations 
 
 

1.4.1. Funding organizations 
 
 
 
 
 
 
 
 
 

Numerous donor agencies and international organizations have supported microfinance in 

Timor-Leste. Discussed below are the main interventions of several international 

organizations: 
 

 

The World Bank initiated and supervised two microfinance-oriented projects in the early 

2000 but these initiatives failed to provide microfinance services on a long-term basis.  
 

 

The Asian Development Bank (ADB) has funded the establishment of IMfTL and has 

supported the rehabilitation of credit cooperatives. 
 

 

The USAID supported the development of AMFITIL and has provided the Timorese 

microfinance industry with loan capital, operational capital and trainings through six AMFITIL 

member NGOs. It has also funded the establishment of the CCT project (see 1.3.3.). 
 

Several other donors have supported the Timorese microfinance development through 

national or international NGOs, including Australian Agency for International Development 

(AusAID) and Canadian International Development Agency (CIDA). 
 

 

 

However, despite these supports, microfinance providers in Timor-Leste still lacked financial 

resources to sustain and develop their operations, especially the growth of their loan 

portfolio (FDC, 2005). It is planned that IMfTL, which is well-funded, starts to provide 

wholesale funding to the sector.  
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1.4.2. Supporting Organizations 
 
 
 
 
 
 
 
 
 
 
 

It is fair to say that the microfinance sector in Timor-Leste faced a scarcity of skilled human 

resources and a poor physical and legal microfinance infrastructure. This is a consequence of 

decades of conflict and colonization that seriously hampered the development of the sector. 
 

 

 

Among the few supporting initiatives in the past, the now defunct Credit Union Federation is 

no longer operational (CUF, see 1.3.3.) It used to offer inter-lending facilities, trainings, 

monitoring and field visits abroad.  

In addition, the KLIBUR Matan Dalan established in 2001 and supported by the USAID 

provides training facilities mainly for the CCT network. 
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1. FishFinance Workshop 
 
 
 
 
 
 

 

As an alternative to the regular scoping mission, APRACA decided to organize 

an abbreviated three-day scoping mission. 
 

An APRACA FishFinance workshop was held in Dili on the 8th of February 2011 with the main 

stakeholders (financial and non-financial service providers) in the project areas. The RFLP 

and the APRACA scoping mission findings in the five other RFLP covered countries was 

presented during the first part of the workshop. Thereafter, round tables/plenary 

discussions were held around microfinance and small-scale fisheries in Timor-Leste.  

 

The main purpose of the workshop was to discuss and select successful practices from 

various assessments on the access of microfinance for fishers in RFLP project areas. It was 

also intended for the RFLP to identify potential partners supporting the facilitation of 

financial services to their project beneficiaries (see Attendance list in Annex).   
 

 

Lastly, the RFLP and the APRACA aimed at creating a platform for sharing knowledge on the 

theme of microfinance and fisheries, where each participant had a space to share their 

recommendations/past experiences in the sector. 

 

Summary of the proceedings 

 

Mr. Xavier Tezzo, a representative and consultant from Belgium presented the overview of 

the outcome of the “Strengthened capacity among participating small-scale fishing 

communities and their supporting institutions towards improved livelihoods and sustainable 

fisheries resource management”.   Limitations were identified as follows:  

Absence of credit funds, seed money for savings schemes or revolving funds 

Remoteness of the target beneficiaries 

Small-scale capital commitment of target beneficiaries 
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The outputs from the scoping mission in the five covered countries were also discussed 

including the identification of the major financial gaps, identification of beneficiaries and 

partners, and the one year work plan for each country.  

 

A brainstorming on FishFinance was facilitated by Mr. Benedicto Bayaua, a representative/ 

consultant of the Philippines. An overview of the sector’s emergence in Asia was discussed. 

It was shared that only three to five percent (3-5%) of fishers in the region are familiar with 

the microfinance services, and Timor-Leste might have around five percent (5 percent).  

Mr. Salomao Cabral, presented the experience in a Fishers Cooperative in Atauro. He shared 

about the scheme in saving and loan system. A membership fee was required and 

compulsory savings was implemented and paid on a monthly basis. Members were allowed 

to loan for business purposes. He also shared the problems they encountered upon 

implementing the microfinance programs- presence of middlemen, lack of know-how in loan 

and fund management, ice availability and production, network and access to loans, and lack 

of knowledge and marketing skills. He then presented some supports they have already 

received and also sought support from FAO in addressing the mentioned problems.  

A presentation on Fishers Cooperative in Suai came in next, facilitated by Mr. Pangarasio 

Ramalho. Similar to the cooperative in Atauro, Suai also provided loan and savings system 

that is the same to that of the Atauro’s. Each member was allowed to borrow a maximum of 

USD 50. Purchasing fishing nets was the main purpose for the loan in the locale. Mr. 

Ramalho also presented the challenges they face, which are low income due to unfavourable 

climatic conditions, substandard equipment, and rough sea making it difficult for small boats 

to operate. He also took the privilege to seek help/ assistance for the improvement of the 

equipment used by fishers.  

Mr. Bayaua then opened a discussion on why people borrow money, the reasons why the 

existing institutions cannot provide loan and ways on how to improve the situation.  

The issues and challenges raised and proposed actions as a response to Mr. Bayaua’s inquiry 

are summarized in the table below:  
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Table E2. Issues/ Challenges on FishFinance and the Proposed Actions  

Issues/ Challenges Proposed Actions 

Organizations’ policies and mandates are not 

attuned to meeting the fishers’ needs. 

Workshop on re-orienting policies toward 

financially inclusive mandates and strategies. 

Variable income of fishers; income greatly 

determined and affected by the weather 

conditions  

Saving schemes  

Training on financial and loan  management 

Absence of fish marketing system  

 

Government intervention 

Coordination among different stakeholders 

in order to build a good fish market.  

Insufficient coordination among actors Establishment of an informal network among 

key microfinancial actors. 

A great need for capacitating the fishers in 

terms of loan management, marketing 

strategies, financial management, savings  

Department of Education must design 

curricula in support of the microfinance 

programs. 

Establishment of schools and institute 

focused on microfinance and cooperatives 

(just like in the Philippines) 

Lack of access to market (Bad road 

conditions; case in point Lorehe, Lautem 

District) 

NGO and donor support 

 

Mr. Xavier also shared the types of cooperatives present in Timor- Leste. The country has 

two types of cooperatives namely financial cooperatives and non-financial cooperatives (70 

members). NDC shall support the cooperatives based on the received proposal. Cooperatives 

must have: compulsory savings and membership fee, total member of 15 people, business 

plan, and established structure. 

 

Furthermore, Moris Rasik conducted a literacy assessment and found out that 99% of the 

respondents cannot read nor write. The NGO emphasized the importance of literacy for the 
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fishers to understand the transactions and microfinance services’ conditions. They also need 

to understand the mechanics of cash flow, budget plan, etc. Moris Rasik implemented a 

capacity building program in December 2010, but has not been evaluated yet.  

For a more detailed information on the meeting proceedings, see Annex F2.  

 

2. One-on-one dialogues 
 

 

 

In addition to the workshop, the opportunity was taken to have more in-depth discussions 

with some of the stakeholders operating in the project areas. Content of those one-on-one 

dialogues are presented below. 

3.1. Questionnaires to the participants 

 

 

In order for the RFLP and the APRACA to facilitate the discussions and have a better vision of 

the actors, it was agreed between the APRACA and the RFLP-TIM that the participants would 

be provided with the questionnaires for answering.  The English-drafted questionnaires were 

then translated into Tetum. Tetum translated-questionnaires were made available.  
 

However, some technical difficulties were experienced during the collection of data and 

were resolved by asking the participants to fill out the questionnaires during the meeting. 

This obstacle limited the course of the dialogues. Moreover, it was later observed that most 

of the participants just partly answered the survey. This could be explained mainly by three 

factors, which are: 
 

 

 Time constraints: The tight schedule did not allow them to properly answer all the 

questions. 

 Non-available information:  Some questions requested data (e.g. portfolio 

composition, precise geographic coverage, etc.) were not available at the time of the 

workshop. 
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 Poor literacy skills: During the analysis of the collected data, it was observed that 

some of them (especially the representatives of fisheries cooperatives) experienced 

difficulties in both understanding some questions and properly writing their answers. 

The collected information is provided in Annex of the present report.    

 

3.1.1. Moris Rasik (MR) 
 

Date: 09/02/11 

Place: Moris Rasik Head Office (Dili) 

Respondent: Mrs. Lola Dos Reis (Managing Director) 

 

Moris Rasik is the most important microfinance services provider in rural areas of Timor-

Leste. However, their services are only available for women.  

According to Mrs. Dos Reis, their strategy of treating women as target beneficiaries was the 

main reason of their success. “They are demonstrating better capacity in loan management 

and often generate a livelihood improvement for their household, she said “.  
 

 

According to MR Managing Director, while some other institutions tend to accuse a “mission 

drift” by targeting better-off clientele, MR’s concern is to deliver financial services to the 

poorest. A precondition for a woman to access MR membership is to earn less than one 

dollar a day44.  
 

 

The lending methodology is inspired from the Grameen methodology (solidarity group 

lending) where the women should form a “group” of five; once five groups are established in 

the same locality, they will form a “center” (a total of 25 women). The center conducts a one 

week “formation period” for basic skills training facilitated by a MR field staff. During the 

formation period the institution’s mechanisms are explained45.  After having demonstrated a 

good understanding of MR principles, the members are required to save US$ 5. The 

following week, two members per group can submit a US$ 50 loan proposal. Repayments 

are made on a weekly basis and each group member is responsible for her peers in case he 

                                                 
44 Before becoming a member of Moris Rasik, the field staffs implement a rigorous livelihood appraisal of the households. 
45 Among others, they learn how to use the passbook (which keeps record of the lending and savings operations). 
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or she fails to pay. While building up their activities and showing good repayment records, 

the clients can progressively access bigger loans amounting to US$ 3,000. They are also 

trained to become effective and efficient in saving their money46. 
 

 

With more than 100 field staff, MR serves more than 12,000 clients through 600 “centers” 

and four regional offices situated almost all over the country (see geographic coverage in 

Annex C).  
 

 

Additional services provided by the institutions include micro-insurances and solar energy 

access.    
 

 

While expanding its activities in the most remote areas, MR noticed that - even with the 

basic skills trainings provided to its members; some of them still lacked financial literacy 

skills. Mrs. Dos Reis pointed out the fact that more than half of their members were 

illiterate. She estimates that such formation was the responsibility of the state. Nevertheless 

MR has now the intention to provide financial literacy trainings to all their members within 

three years. In that regard, they assigned six staffs to their financial literacy program. The 

program  consisted of five modules (two hours/module about basic numeracy, savings, 

business identification, cash flow and pricing calculation) delivered over a period of one 

month, plus a five-month follow up by the field staff at the center level. It was initially 

implemented in over 20 centers47.  

 

Mrs. Dos Reis highlighted the fact that serving the fisheries communities was not a major 

activity for Moris Rasik. One of their study demonstrated that the weekly repayment rate 

was affected by the seasonal fishing activities. However, by extending their activities such as 

financial literacy program in coastal areas, they were able to successfully work with women 

from fishing communities who developed microenterprises. 
 

 

Additionally, they expressed a strong interest to further develop a partnership with the RFLP 

in order to better serve the sector. Some suggestions on the forms that could take such 

partnership are discussed in part 4. 

 

                                                 
46 To be noted that the members have to save at least 10percent of the borrowed amount and can open an open access saving account. 
47 The pilot program should start around July 2011. 
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3.1.2. National Directorate of Cooperatives (NDC) 
 

 

Date: 09/02/11 

Place: Ministry of Economy and Development – National Directorate of Cooperatives (NDC) 

Respondents: Mr. Bonifacio Correia (NDC Director) – Mr. Novanto Agus (International Advisor) 

 

The country’s fisheries sector has many people/groups involve. It is crucial to have a solid 

coordination for these groups to carry out economic development activities in communities. 

However, coordination among these groups was deemed as weak that impede the 

development and strengthening of existing structures. This is why, when asked about way 

for RFLP to meet the objectives/goals of Output 5, he suggested that RFLP should support 

their organization rather than to develop their own parallel activities. He also suggested that 

the task could be delegated to NDC.  
 

There are 14 registered fisheries cooperatives over the country, from which only nine were 

actually reported as really operational. Moreover from these nine entities, only one48 is “100 

percent” devoted to fisheries activities; the others being multi-sectoral cooperatives. 

According to Mr. Correia, the small-scale fishing activities were most of the time a part time 

job for the fishers in Timor-Leste. They often undertake other economic activities such as 

agriculture, livestock raising, except in the case of Atauro where the fishes were captured for 

household consumption (subsistence fishing) rather than for commercial purposes. This 

could be explained mainly by both the absence of market and the very traditional way of 

fishing persisting in the country. 
 

As a result, the Government through the NDC did not focus much on the microfinance 

activities. The Government’s approach was to facilitate capacity building and the 

modernization of the fishing operations. It has provided many materials such as fiberglass 

boats, engines, long lines, nets, refrigerators, cool boxes, etc., as a support to the fishers. 
 

In addition, the NDC developed seaweed as part of its initiative in helping fishing 

communities. As a pilot operation, two “grass-root trainers” (fishers specialized in that 

                                                 
48

 The fisheries cooperative of Atauro Island (Dili District): KOPESBI for “Koperasi Pescadoris Biquele”. 
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activity) provided the related trainings (seaweed production and prevention of disease) 

among fishing communities with the hope of capacitating the people and prospects of 

producing for export.  
 

Moreover, the Government decided to develop microfinance activities for the multisectoral 

cooperative. This task was delegated to Australian NGO CUFA (Credit Union Foundation 

Australia) which delivered trainings program through 32 staff and 12 district coordinators. In 

addition to this, the Government looks forward to reinforce the microfinance activities of its 

Credit Unions (CUs) through its national federation of CUs49. Staffs receive trainings in loan 

appraisal, financial management, etc. 
 

Lastly, it is worth mentioning that through the commercialization of IMfTL (partly owned by 

the State), the Government intended to develop microfinance services program throughout 

the whole country.  
 

In relation to similar steps undertaken by other governments in the region, the 

organization’s apprehension as expressed is that such initiative could seriously hamper the 

other non-government actors, affecting the whole sector along the transition (personal 

consideration).  
 

 

3.1.3. RFLP – Fisheries Marine Safety Consultant 
 

 
 

Date: 10/02/11 

Place: Beach Café Restaurant (Dili) 

Respondent: Mrs. Teresa Nao Tsujimura (RFLP-TIM International Consultant) 

 

 

The provision of fiber glass boats to the target beneficiaries was the priority of FRLP-TIM50. It 

was in this meeting that APRACA’s scoping mission was asked to assess and look into the 

potential link between this project component (output 2) and microfinance (output 5).   

 

 

                                                 
49 Fundasaun Hanai Malu, whis is regionally confederated by the Asian Confederation of Credit Union (ACCU). 
50

 Fiberglass Reinforced Plastic (FRP) 
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Without any available written documents on this output 2-initiative, it was decided to collect 

more information by discussing with the person who spearheaded it: Mrs. Nao Tsujimura. 

The fishers used typical wooden boats and flat forms that cost USD 100-300. The fiber glass 

boats that are safer would cost USD 2,000.  
 

 

Furthermore, there is a generalized restriction over the use of wood affecting many sectors 

notably the logging of acacia trees by Timorese artisanal fishers51: The acacia wood is the 

raw material the most commonly used for boat production of small-scale fishers. This 

resulted in the production of even worse quality wooden boats that brought risk and 

compromised the safety of the fishers as they go on fishing trips.  
 

 

Among other advantages, Mrs. Nao Tsujimura pointed out the fact that the fiberglass boats 

were showing better in terms of ability to float more performance and has longer life: 

fiberglass boats were reported to last between five to ten years while wooden boats usually 

need to be replaced by their owners every one to two years. 
 

 

The table below shows the comparison of wood and fiberglass boats in terms of price, life 

span and length, etc.  

 

Table E3. Comparative data of the wooden boats and the fiberglass reinforced plastic (FRP) 
boats. 

Type Wood FRP 

Price US$ 100-300 US$ 2,000  

Life-span  1-2 years 5-10 years 

Length 3-5 m 7 m  

Width 0.5 - 1 m  1,5 m 

Capacity 1-5 people 10 people 

Propulsion Paddle/Engine (5.5 to 15 hp) Engine (15hp) 

Other comments  

 

            Better floatability 
(less fuel consumption) 

       Easier to construct/repair 
 

                                                 
51

 Within the context of footprints reduction of fisheries operations. 
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Because of the higher initial capital requirement, the fishers were not able to avail FRP and 

settle with the traditional wooden boats. Nevertheless, Mrs. Nao Tsujimura insisted on the 

fact that once encouraged will be there as strong interest among fisher folks to acquire the 

FRP boats. Moreover, it is reported that those who had resorted to credit to acquire the FRP 

boats were able to repay their loans successfully: 
 

A few years ago in Lautem District the main challenge for the small-scale fishers in 

approaching financial institutions was the drafting of a proper business plan. Mrs. Tsujimura 

herself assisted some of them so they can avail the loan. In addition, she sometimes lent her 

own capital with a full amount of US$ 2,000 under certain written agreement52. Money was 

generally paid back on a monthly basis within less than one year. 
 

At the time of the scoping mission there were about 38 FRP boats operating in Lospalos 

(Lautem District). The same district has two people trained in the production of the FRP 

boats. They needed to produce the boat within three weeks but was not able to because of 

the long time for the importation of raw material53.  
 

 

3.1.4. Fisheries Cooperative 
 

 
 

While it was first planned to take the opportunity of the mission to visit some fisheries 

cooperatives operating in the project areas, some technical difficulties restrained the visits 

to one small fisheries cooperative in Liquiça District54. 

 As the alternatives failed, one representative of this cooperative was interviewed and 

assumed that their activities are similar and represents the ones operating in RFLP areas. 

The proceedings of the interview are depicted below: 

 

Date: 10/02/11 

Place: Cooperativa Pesca HALICA (Liquiça District)  

                                                 
52 Loan agreement was semi-formal, interest-free, with no compulsory regular instalments. As a security, the borrower had to co-sign with 
a guarantor. 
53 Importation from Singapore/Malaysia could take few months. 
54 Liquiça District is not covered by the RFLP-TIM anymore. 
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Respondents: Mr. Filomeno (Cooperative member and representative, Village Chieftain); Mr. 

Salvador (District Coordinator of Ministry of Economic and development) 

 

The Cooperativa Pesca HALICA operates in the District of Liquiça. According to the Chefi 

Aldeia of the locality, there would be around 200 people involved in capture fisheries in 244 

households.  

The cooperative counted only 30 members (five women and 25 men), all involved in fishing 

activities. It was established under a government initiative with members being trained by 

the NDC during the cooperative establishment in 2007. 
  

The board members (composed of one president, one vice-president, one secretary and one 

treasurer) were elected every year. Condition for membership is the initial capital fee of US$ 

20 (US$ 10 for the membership fee plus US$ 10 for administrative fee) and the monthly 

contribution of US$ 2. 
 

The cooperative was reported not provide microfinance services. But if provided, loan for 

working capital of USD 5, which had no interest until the following week.   

According to Mr. Filomeno, there were no other financial services available in the area. The 

vast majority of the member owned a small fishing vessel and basic fishing equipment. Apart 

from fishing activities, they owned and raised livestock (mostly chicken). 
 

In 2008, the NDC provided the cooperative with three large FRP fishing boats55, three 

outboard motors (20 HP), one long line, one refrigerator powered by six solar panels. 
 

The co-owned boats were shared among the members- each crew was composed by ten 

members and was responsible for one boat. The crew operated daily during two 

weeks/month, with an off-season from January to February, depending on the climatic 

conditions56. The catch is usually stocked (frozen), directly sold to local consumers through 

door-to-door operations or sold directly on fishing center. All of the catch and resulting 

earnings are owned by the cooperative and the distribution system is the following: 
 

 

                                                 
55 Estimation of the size is around 10m-long with a crew capacity of 10 people.  
56 During that period of time, the fishing activities are limited to the use of long lines and small fisheries operations near the coast with 
their personal small vessels. 
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- 50 percent is invested in the cooperative (20 percent allocated to maintenance and 

30 percent of capital stock) 

- 30 percent  is equally shared by the members as a dividend 

- 20 percent is shared among the fishing crew57 
 

 

According to Mr. Filomeno, while the cooperative has allowed the members to improve their 

living standards and pay for their children’s education, there are still two main challenges 

that needed to be addressed: 
 

- The market issue appears as the biggest challenge. There was no proper fishing 

market and their income was dependent mainly on the (poor) local demand. It is 

reported that the fish can be sold twice the price in the local market of Dili but 

transportation costs and uncertainty of market opportunity limits these operations to 

occasional initiatives. As a consequence, it was reported that they have a poor 

bargaining power with the local and Dili-based middlemen and fish is often sold at a 

very low price.  

- Insufficient capital growth: It was found out that, the accumulation of capital is not 

enough to cover the needs of the cooperative in terms of maintenance. The co-

owned equipment of two engines and one fishing vessel are reported to have now 

broken.  

- Restrained membership growth: The cooperative membership is limited to 30 

members depending on the government’s decision. This is because the ownership of 

only three fishing vessels cannot be shared by more than 30 people. 

 

 

 

 

 

 

 

 

                                                 
57 Since all the male members are involved in fishing operations, only the women do not beneficiate from this capital. 
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3. APRACA Recommendations to Achieve Output 5 
 

 

 

 

The schedule on the field along with the experienced technical challenges made it difficult to 

assess the microfinance situation prevailing in fisheries communities of Timor-Leste 

properly. Nevertheless based on literature review the data collected on the field, the 

following recommendations were formulated as discussed below. 
 

 

 

Moreover, according to the authors, output 5 should not yet be prioritized in the case of 

Timor-Leste. Indeed it has been noticed that market system (output 3) is the main issue for 

the Timorese fishing communities. Taking this into consideration, discussed below is 

presented ways by which RFLP could realize its output 5. 
       

 

 

 

 

3.1. Strengthening of fisheries cooperatives 
 

 

 

 

Microfinance services have been open to the poor for access along with the Government’s 

effort in strengthening multi-purpose cooperatives. RFLP should work hand-in-hand with the 

NDC in order to continue strengthening the existing fisheries cooperatives.  

 

As mentioned by the NDC and as confirmed through the discussions with stakeholders, an 

existing cooperative in Atauro Island demonstrates good results that can serve as a model 

for other cooperatives called the Koperasi Pescadoris Biquele (KOPESBI). In 2008, the 

cooperative was reported to serve 393 members who deposited their contribution on a 

regular basis. It accumulated a capital of US$ 4, 02458. The cooperative has a lending unit 

which offers loans to the members ranging from US$ 5 to US$ 100. 

 

We recommend a detailed analysis of the KOBESPI operations. Based on the above and in 

unison with the NDC, the RFLP could promote the replication of best practices within the 

other RFLP-covered fisheries cooperatives.    

 

Among the envisioned activities, RFLP could support the following: 

 

                                                 
58 NDC Newsletter, March 2008. 
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- Provision of appropriate trainings (financial literacy, accountability, loan 

management, etc.) by the CUFA or/and the ACCU 59 . The idea would be to 

persuade/support CUFA and through the NDC to extend their existing capacity 

building programs to fisheries cooperatives and 

- Field visits of other fisheries cooperatives’ members to KOBESPI and some identified 

on-the-job training (OJT) experiences 

  

3.2. Partnership with Moris Rasik (MR) 

 

While it is perceived that credit for fishing (and related) activities should be addressed 

through the cooperatives, we think that the fishing communities could benefit from the 

financial empowerment of their women counterparts. In that regard, Moris Rasik (MR) 

would be an appropriate partner because of the following reasons: 

 

- MR is demonstrating good financial performance and appears as the main rural 

finance services provider; 

- MR is represented in almost all the sub-districts covered by the RFLP, and its scheme 

is operating successfully in remote areas; 

- MR limits its operations to the most disadvantaged communities: applicants have to 

pass through a rigorous livelihood appraisal; 

- MR is working successfully with women of fishing communities. It is reported that 

credit is mainly used to diversify the livelihood; 

- MR offers simple products with simple passbooks that can be used by illiterate 

people; 

- MR offers some micro insurance schemes that could represent a security net for 

fishers’ households; 

- MR puts a strong emphasis on capacity building; and 

- MR puts a strong emphasis on women empowerment which is in line with the RFLP’s 

principles. 

 

                                                 
59 Both the Credit Union Foundation Australia (CUFA) and the Asian Confederation of Credit Unions (ACCUs) are supporting the NDC in 
terms of capacity building. 
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There must be an impact assessment of MR’s impact on communities it had served prior to 

its involvement in the RFLP communities60.  Partnership between Moris Rasik and RFLP could 

take the form of a Memorandum of Agreement (MoA). Where the following conditions can 

be agreed upon: 

 

- MR opens new centers in suitable RFLP covered areas which are not reached yet 

(depending on the targeted areas, it could be agreed that four to ten new centers61 

open within RFLP areas); 

- MR could provide financial literacy trainings to the RFLP fisheries communities. 

Once the training modules will be produced and the pilot testing will be done, a 

predetermined number of RFLP beneficiaries could be trained; and 

- As part of MR capacity building activities, RFLP and Moris Rasik (with potential other 

NGOs) could develop a FishFinance learning center. It could consist in two staff 

trained in the specific contexts of fishing communities, with the intention to further 

design activities and training programs especially tailored fit to the sector.     

 

 

From the discussion held with the Managing Director, we can certify that there is a non-

negligible interest on the behalf of MR to further address the above inputs. Nevertheless, it 

is worth to say that while they are still finalizing their financial literacy programs, they are in 

the process of taking another important step. MR has decided to apply for the “Other 

Deposit Taking Institutions” (ODTIs) license. Under the government’s intention to regulate its 

microfinancial sector (see 1.1.),  

As a consequence even if further discussions should be pursued with MR, the above should 

be workable only within the third quarter of 2011.   

 

 

 

 

 

                                                 
60 In that regard, it would be appropriate to interview some fisheries communities’ women accessing the services of Moris Rasik, with the 
purpose of assessing the impact that MR might have on them (especially in terms of social empowerment and livelihood diversification).  
61 As a reminder, a center is constituted by five groups of five women (25 people). 
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3.3. Link up with RFLP – Output 2 

 

The first limitation regarding the “FRP boat acquisition” initiative is the location of the 

production unit (Lospalos, Lautem District), which is not part of the RFLP area. The feasibility 

to deliver FRP boats within RFLP areas should be assessed: Vemasse sub-district in Baucau 

District should be considered first given its relative nearness. 

 

The usage of boats must be assessed prior to the transition, considering its financial 

implications. The following recommendations were created to address the concern.  

 

Conditional to the examination of Timorese regulation and existing financial policies62,  

APRACA recommends the establishment of a “corporative” with a defined buy-back 

agreement: 

 

A group of fishers (F) and socially responsible investors (SRIs) form a corporation 

established on an equity basis with a 9:1 ratio. 

 

As an example, we could imagine a group of five F (to take advantage of the prevailing 

“grupos de pesca”) purchasing five FRP boats. Instead of providing the whole capital needed 

(US$ 10,000)63, they would rise at first US$ 1,000 (US$ 200/F), initially the rest will be 

covered by the SRIs (US$ 9,000 to fundraise).  
 

Under a pre-agreed timing (one year), the F will buy-back the capital on a monthly basis. 

With a monthly payment of USD 150, the F would achieve full ownership of the boats within 

one year. All the operations (identification of the group, disbursement of the funds, and 

collection of the installments) would ideally be operated through a cooperative (see Figure 

2) or a willing NGO. 

 

Apart from the RFLP decision to not provide seed money for on-lending purpose there is a 

FAO rule which stipulates that once given, the FAO cannot receive back the funds. That is the 

reason why RFLP would have to identify SRIs. SRIs would be corporate or individuals willing 

to support the development of Timorese small-scale fisheries. In our view it would be 

                                                 
62 The Banking and Payment Authority (BPA) of Timor-Leste should be approached in that regard.  
63 Price of a FRP boat reported to amount US$ 2,000 
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entirely conceivable for the RFLP to identify these actors if a proper plan is drafted. 

Additionally, RFLP could support the scheme by establishing a side fund to act as a 

guarantee. In case of success, such collateral could be used to replicate the initiative64 to a 

new group. Another exit strategy would be the gradual transfer (over three or four years) of 

the guarantee deposit to the individual accounts of the beneficiaries in proportion to their 

shares or other criteria. 

 

Howevureer, in case of unsuccessful identification of SRIs, the same plan could be developed 

through a MFI such as IMfTL; the implication being that they will most likely charge interest 

on the installments. 

 

The figure below shows the schematic representation of the scheme: 
 

          

         Figure E1. Corporative scheme proposal for the FRP boats acquisition 
 

Once the appropriate partners (SRIs + cooperative or other entity to manage the funds) have 

been identified, the above could be implemented as a pilot program with the objective to 

further replicate it in case of success.    

                                                 
64 Knowing that as aforementioned, RFLP could not receive back the funds.  
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4. Conclusion 

 
 

As highlighted in the present report, it appears that the main issue of Timorese small-scale 

fishers is linked to the RFLP-Output 3 (namely “Quality of fishery products and market 

chain”). While realising and addressing Output 3, should be done as, Output 5 (namely 

“Facilitated access to microfinance”) would need additional field study to be addressed 

properly.  

 

Having that in mind, the present report proposes some recommendations on how RFLP 

could address its Output 5 which are as follows: 

 

 Take advantage of the existing government initiatives to strengthen the multipurpose 

and agricultural cooperatives, RFLP could focus on fisheries cooperatives and stimulate 

the strengthening of these (see 4.1.) cooperatives.   

 Through a partnership with the well represented Moris Rasik, RFLP could support the 

social empowerment of women in fishing communities. While the provision of financial 

literacy trainings should be granted as the most important action, such partnership could 

also result in the development of women solidarity-lending schemes within the project 

areas (see 4.2.) 

 Lastly, microfinance could serve as an effective tool to facilitate the Output 2 (namely 

“Improved safety at sea”) by supporting some identified RFLP beneficiaries to purchase 

the more expensive FRP boats (see 4.3.).      

 

 

The above could be (part of) the tasks delegated to a microfinance consultant if such 

initiative is part of the retained workplan. However, our view is that Output 5 should not 

come as a priority project component in the case of Timor-Leste.   



 

 

 

 

 

 210 

F/ Socialist Republic of Viet Nam / Cộng hòa xã hội chủ nghĩa Việt 

Nam 

Summary 

By Dr. Enrique Navarro (APRACA Scoping Mission Team Leader) 

 

Findings of the scoping mission 
 

The number of households in the four surveyed communes in Quang Tri ranges from 660-1,120 of 

which 17-33 percent are poor (i.e. US$21 per month income) and 48-58 percent depend on fish 

livelihood. The number of households in the three surveyed communes in Thua Thien Hue is within 

the range of 1,115-2,000 of which 9-16 percent are poor and 20-63 percent are dependent on fish 

livelihood as well. In Quang Nam, there are 730-2,300 households in the three surveyed communes 

of which 22-30 percent are poor and 26-85 percent are also dependent of fish livelihood. 
 

Fishers derived their produce from offshore, near-shore and lagoon fishing activities with Quant Tri 

fishers practicing mostly near-shore fishing. Fishers require loans for investment in boat, expenses 

for fishing trips and fish processing and trading. Capital size depends on the scale of fishing, 

processing and trading like up to more than USD 10,000 for boat and USD 1,500 for small-scale fish 

processing and trading. 
 

Fishers rely heavily on informal lenders despite the high interest charges because they do not like the 

complicated procedures required by formal lenders. The common practice of borrowing from fish 

traders is free of interest but fishers have to sell their catch to them at much lower than market 

price. They rely on personal experiences in their fishing ventures heavily and require information on 

market prices and food quality including safety. Being members of sub-unions, some share 

information and support each other but to a limited extent only. 
 

The most popular informal finance providers are the traditional “tontines” (more formally referred as 

ROSCAs for Rotating Savings and Credit Associations), which is a savings group of five to ten 

members who can withdraw the savings after a specified period. Savings and credit groups exist 

mostly within existing associations such as women’s associations. 
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Some NGOs operate microfinance activities through village banks that are short-lived, with 

operations halted after the NGO microfinance project because of poor governance. The most active 

formal lending institutions are the AgriBank and Social Policy Bank. The former has a wider coverage 

than the latter in the RFLP sites though the Social Policy Bank is dominant in Quant Tri with 60 

percent of the market share of the competing financing institutions. Social Policy Bank has very 

friendly policy with fishers like extending the loan contract during repayment difficulty but provides 

very limited loan amount usually 30-40 percent only of the desired amount. AgriBank can provide 

much higher loans but requires the presentation of red book (consent for land similar to land title as 

collateral). 
 

One significant observation is that people keep their savings at home rather than in the bank 

because there is no conscious effort on the part of the bank to mobilize savings from the public. 
 

APRACA Recommendations 
 

As the dominant source of fund in the covered provinces, AgriBank should be engaged as a major 

collaborator in the Fish Finance Project. They can lend directly to the fishers or perhaps better 

through the women’s union who have the more experience in providing micro-loans to small fishers. 

AgriBank can also spearhead the capability building of the retailer union (credit and savings group) 

and the client fishers. The Ministry of Agriculture and Rural Development may serve as brokers or be 

the link among the collaborating parties including the RFLP. 
 

Raise the confidence level of financial providers towards the fishers by educating them on the 

characteristics of the small scale fish livelihood from fish catching to processing and trading. This may 

need the immersion of credit officers in the target fishing communes. With improved knowledge on 

the intricacies of fish livelihood, the financial providers may be able to create policies and procedures 

appropriate for the borrowers from the sector, with special attention to loan amount, payment 

mode and schedule. 
 

Improve the capacity of small credit providers especially in the area of governance and management. 

It may be useful to organize these small credit providers into a network with the participants 

supporting each other in various ways like information/knowledge sharing and provision of other 

important resources. 
 

With more acceptable policies and procedures, financial providers should make themselves available 

deliberately and easily accessible to the target beneficiaries. The financial providers should be able to 
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offer innovative and competitive products other than loans such as micro-insurance. 
 

Educate the fishers on business planning, fishing technology, livelihood alternatives and other 

relevant topics to make them effective users of loans while raising the confidence level of creditors 

on them. Moreover, fishers should improve their financial literacy including budgeting, savings and 

dealing with financial uncertainties. Finally, it is important and beneficial to the community and to 

the nation in general if they are taught to organize themselves for the proper management of the sea 

resources ensuring the sustainability of the fish livelihood and the conservation of the resources. 

 
 

Based on fishing method (i.e. offshore and near-shore or lagoon), support infrastructure, amount of 

financial capital, family income, support from local authorities and potential for diversification of 

economic activities, the suggested pilot sites for testing fish finance are Vinh Thanh, Phu Vang, Loc 

Tri and Phu Loc in Thua Thien Hue Province; Trieu Van, Trieu Phong, Hai An and Hai Lang in Quang 

Tri; Binh Minh, Thang Binh, Duy Hai and Duy Xuyen in Quang Nam. 
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1. Country Context 
 
 

1.1. Country profile at a glance 

 
  
 

 The country is located on the eastern 

margin of the Indochinese Peninsula, and 

is divided into 59 provinces and five 

municipalities, subdivided into 671 

districts and 10,876 communes. 

 
 

 Severely affected by the Viet Nam War 

(1945 – 1975), the country has now been 

experiencing economic growth and has 

experienced a significant reduction of its 

poverty reduction rate of 42 percent since 

1993.  

 

 

 The Viet Namese population is characterized by important density differences between 

the Red River Delta (1225/km2) and the Northern Highlands (68/km2). Also, it has a very 

young population with 26 percent of the inhabitants aged below 14.   

 

 Political structure: (Mono-party) democratic political system, with His Excellency Nguyen 

Minh Triet as President and His Excellency Nguyen Tan Dung as Prime Minister.  
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1.2. Microfinance sector development 
 
 
 
 
 
 
 

Until the late 1980’s, Viet Nam was characterized by a mono-tier banking system, with the 

State Bank of Viet Nam (SBV) as the central entity.  

 

Because of the vast majority of the poor living in rural areas65, microfinance in Viet Nam had 

always been interpreted as the financial services for rural households. This has resulted in 

the Government providing subsidized credit facilities for the poor, with the participation of 

many donors, NGOs, etc. These subsidized credit programmes were mainly channelled 

through the credit cooperatives, whose main purpose was to collect small deposit and 

provide credit to individuals, farm households, small businesses and production 

cooperatives. In the late 1980s, they started to show bad repayment rates and appeared to 

be unsustainable. Consequently, general public experienced a loss of faith in the financial 

system.  

 

In 1988, the financial sector was reformed. Four State-owned commercial banks were 

created, including the Viet Nam Bank for Agriculture and Rural Development (VBARD). At the 

same time, some more market-led initiatives started to appear. 

 

In 1993 the People Credit Funds (PCFs) were established to replace the collapsed 

cooperatives in their collection of domestic savings. 

 

In 1995 the Government set up a bank called the Viet Nam Bank for Social Policies (VBSP), 

focusing on poverty alleviation. 
 

 

In 1997, the Government launched the Hunger Eradication and Poverty Reduction (HEPR) 

program, which focused on improving the poor people’s access to financial services, 

especially in rural areas. The rural shareholding banks played a small role in that program, 

while the Ggovernment-owned banks66 became the major providers of financial services to 

low-income population. 

 

                                                 
65

 Although there was a recent surge in rural-to-urban migration, the rural population still represents around 
72.5 percent of the population (WB, 2008). 
66

 VBARD andVBSP. 
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The Government facilitated the development of the semi-formal sector during the 1990s.  

The sector is generally managed by international programs and NGOs. Mass organizations 

(MOs) and quasi-governmental bodies, which are able to reach a large number of poor 

clients due to their extensive local network, handle the operations. 

    

1.3. Microfinance actors, supervision and regulation  

 

 

 

The rural finance/microfinance delivery in Viet Nam, has a structure viewed at two levels 

(APRACA, 2007)-the retail and the wholesale microfinance actors. 
 

 

 

 

 

 

1.3.1. Retail microfinance actors 
 
 
 

 

 

In 2002, the Viet Nam Living Standards Survey indicated that Viet Nam Bank for Social 

Policies (VBSP) was the leading microcredit provider to poor households in rural areas (58 

percent) followed by Viet Nam Bank for Agriculture and Rural Development (VBARD) with 

(24 percent). People Credit Funds (PCF) had a three (3) percent market share of the rural 

credit market, while semi-formal organizations had a seven (7) percent share (BWTP, 2005).  

 

1.3.1.1. Viet Nam Bank for Agriculture and Rural Development (VBARD) 
 

 

 

 

 

VBARD is the largest bank in the country and by far the largest provider of the full range of 

financial services in rural Viet Nam (GIC, 2008). It has specialized in lending to rural 

households and SMEs with agriculture or off-farm enterprises even if it has recently 

expanded urban branch networks. 

 

VBARD usually practices the group-based methodology where in a group lender 

disseminates information to members, collect the applications and encourage regular 

repayments67. The Bank also collaborates with MOs in order to reach a larger number of 

                                                 
67

 Repayment can generally be made as a lump sum or through regular monthly installments.  
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poor clients. The loan applicant is sponsored by the MO which has joint responsibility for 

servicing the loan68. Such loans are typically six to 12 months payable with interest rates 

ranging from 9.6 to 12 percent per month. 

 

As a commercial bank regulated by the SBV (see Fig A2),  VBARD is authorized to collect 

savings from the public but recent survey showed that the bank does not mobilize significant 

deposits from the poor (GIC, 2008). 

 

Lastly, due to its wide range of activities, the VBARD benefits from numerous donations and 

subsidized targeted credit lines for developing its activities. 
 

 

1.3.1.2. Viet Nam Bank for Social Policies (VBSP) 
 

 

 

 

 

The VBSP is a Government-owned bank which aimed at providing financial services to the 

poorest households in rural areas. Being certified fully guaranteed by the Government and 

exempted from taxes, State budget remittances and deposit insurance scheme, it is the key 

government vehicle to channel subsidized credit for policy purposes (GIC, 2008). It has 

recently started to lend to SMEs in remote areas in order to create jobs. 

 

Thanks to the outsourcing of its operations to the MOs (as previously described for the 

VBARD in 1.3.1.1), the bank practices the group-lending approach and has a notable 

microfinance market penetration due to the MOs’ operations. Borrowers are generally 

required by the MOs to form guarantee groups and to deposit compulsory savings with 

VBSP. 
 
 

 

The loan terms do not exceed three years; repayments of principal are done quarterly while 

the repayments of the interest are monthly. The interest rate is about 7.8 percent per 

month.  

 
 

                                                 
68

 The Mass Organization generally provides crucial legitimacy in the loan application process and acts as 
informal guarantors of the client against a small commission. 



 

 

 

 

 

 218 

Today, an issue is raised in view of the perceived distortion caused by the VBSP’s practices in 

the entire financial system. The continued subsidized Government funding allows the use of 

an unsustainable low interest rate and undermines the development of sustainable 

microfinance on the longer term (BWTP, 2005). 
 

1.3.1.3. People’s Credit Funds (PCFs)  

 
 
 
 

Following the collapse of the cooperative system in Viet Nam (see 1.2.), the PCFs were at 

first created to mobilize domestic savings. Organized around an apex institution69, there are 

now more than 980 PCFs operating in 56 provinces and cities (GIC, 2008). 

 

The PCFs are commune-level saving and credit cooperatives based on the Credit Union 

system in Quebec70. Fifteen founding members are required to provide an initial capital base 

of at least US$ 3,000 to set up the PCF. Once registered, members are recruited at US$4 per 

share. They are further eligible for both saving and taking loans. The loan term is usually 

under 12 months and the monthly interest rates charged vary from nine (9) percent to 17.4 

percent (BWTP, 2005). 

 

Considered as formal financial institutions, PCFs are regulated and supervised by the SBV 

(see Fig A2) and have to comply with some standards regarding financial management and 

membership. Unlike VBARD and the VBSP, they are member-owned institutions and do not 

rely on external subsidies, with 66 percent of their resources coming from mobilised savings.  

They represent the most demand-oriented financial service providers of the country. 

However, the restriction of their operation to their commune level hampers their growth 

seriously (GIC, 2008). 

 

Lastly, given both their membership requirement and the fact that PCFS generally operate in 

better-off areas indicate that they do not directly target the poor.    

 
 

                                                 
69

 The Central Credit Fund (CCF) 
70

 They were implemented with the support from Development International Desjardins (DID). 
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1.3.1.4. Microfinance organizations (MFOs)  
 

 

 

 

 

 

In Viet Nam, “microfinance organization” refers to a variety of non-profit semi-formal 

organizations that provide mostly credit services to lower income populations. They are 

neither regulated, nor supervised by any entity (see Fig F2).  

 

The MFOs are linked intrinsically to the MOs that govern legally, sponsor, or work in 

cooperation with international non-governmental organizations (INGOs) to implement 

microfinance programs. Almost all of them have been launched as a credit component in 

programmes of larger community development organizations and have now a limited 

autonomy for future development and growth71. 

 

The MFOs consist of about 50 small organizations that reported a combined outreach of 

about 500,000 clients (CGAP, 2007). They use the solidarity group methodology (Village 

Bank or Grameen type), while a few also provide individual loans. The interest rates range 

from 9.6 to 24 percent per month. Note: Please double check this. 
 

1.3.1.5. Informal 

 

This sector receives financial assistance from ROSCAs72, family, friends, and moneylenders. 

These informal arrangements exist in almost every commune of Viet Nam and represent a 

well-integrated part of the communal safety net.  
 

 

Loans from relatives typically carry zero interest rates, while informal lenders charge 

between 84 percent and 120 percent per month.   

 

They used to be the most important source of rural credit but are still often used for special 

purposes such as weddings, funerals or celebrations (BTWTP, 2005). 
 

 

 

                                                 
71

 One should notice that the Government has enacteded the Decree 28 and Decree165 in 2007 which enables 
existing MFOs to join a limited liability company that is a special license to engage in financial intermediation 
under the regulation and supervision of the SBV. But the licensing requirements rarely match with the 
characteristics of the MFOs. For more details, see the GIC-BWTP, 2008 (See bibliography). 
72

 Rotating Saving and Credit Associations 
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1.3.2. Wholesale microfinance actors 
 
 
 
 

Little information is available on the wholesale funding of microfinance in Viet Nam. As we 

have just seen, while the VBARD and the VBSP activities are highly supported by the 

Government, the PCFs rely mainly on mobilised savings and the MFOs benefit from 

international funding/donation (see 1.4.). Below are the main actors identified.  

 

1.3.2.1. Bank for Investment and Development of Viet Nam (BIDV) 
 

 

 

This Government-owned bank is in charge of the channeling of a USD32 million World Bank-

rural finance project. It acts as a wholesale fund to other banks, cooperatives, NGOs 

according to specific eligibility criteria. 

 

It is planned that BIDV will become an apex bank and act as a wholesale financial institution 

serving rural areas (BWTP, 2005).  

 

1.3.2.2. Policy lenders: Viet Nam Bank for Social Policies (VBSP) and Viet 
Nam Development Bank (VDB) 

 

The VBSP – previously described in 1.3.1.2. also resorts to wholesale financing in order to 

reach the low income households. With the VDB, these two Government-owned banks are in 

charge of the Microfinance Loan Fund (MLF), a project of the World Bank instituted in 2002 

and which aims at providing wholesale funds to retail microfinance providers.  

 

1.3.2.3. Central Credit Fund (CCF) 

 

 

The CCF was established in 1995 as an apex institution for the PCFs, attracting and mobilizing 

capital from shareholders73, donors and public deposits. Regulated and supervised by the 

SVB, it has access to budget funds and ODA74 credit line, which is then on-lent to the PCFs. 

 

                                                 
73

 The PCFs and four State-owned commercial banks. 
74

 Overseas Development Assistance. 
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It is soon planned to be renamed the Cooperative Bank. 

 
Table F1. Microfinance actors, supervision and regulation in Viet Nam / Source: WB, 2008 

 

Type of MFI 
Regulatory 

Authority 
SupervisoryAuthority 

Microfinance 

Activities 

Formal 

VBARD SBV SBV 
Loans and Savings 

Wholesale funding 

VBSP SBV SBV 
Loans and Savings 

 Wholesale funding 

PCFs SBV SBV Loans and Savings 

CCF SBV SBV Wholesale funding 

BIDV SBV SBV Wholesale funding 

Semi-formal MFOs None None Savings and Loans 

Informal finance None None Loans 

 
 
 
 
 
 
 
 

1.4. Microfinance funding and supporting organizations 
 
 
 
 

1.4.1. Funding organizations 
 
 
 
 
 
 
 
 
 
 
 
 
 

Because of the lack of conducive and enabling microfinancial environment many donors are 

discouraged to fund microfinance activities provided by MFOs. However, there are still many 

funding donors in Viet Nam, the key actors being the World Bank (see 1.3.2.1. and 1.3.2.2.), 

the Asian Development Bank (ADB), the Kreditanstalt fur Wiederaufbau (KfW), the Agence 

Francaise de Developpement (AFD), the Australian Agency for International Development 

(AUSAID), the Ford Foundation, the Canadian International Development Agency (CIDA), 

and the Belgian Directorate-General for Development Cooperation (DGDC). 
 

 

 

To a smaller extent, the Agencia Espanola de Cooperacion Internacional (AECI) has provided 

concessional capital to the CCF for on-lending purposes to the PCFs. 
 
 
 

 

1.4.2. Supporting organizations 
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The country counts numerous national associations and networks supporting the emerging 

microfinance sector. Often established with international funds, the main organizations are 

described below. 

1.4.2.1. Viet Nam Association of People Credit Fund 
 

 

 
 

 
 

 
 

 

 

 

It was established in 2005 with the support of funding organizations75. This organization 

provides a lot of services to the PCFs- key legal information on new government decisions, 

facilitation of training and consulting, web maintenance/hosting and other information-

sharing activities, international relations and fostering dialogue with state agencies (GIC, 

2008). 
 

1.4.2.2. Microfinance Working group (MFWG) 
 

 

 

 

 

Set up in 2004 as an information sharing vehicle for microfinance providers in Viet Nam, the 

MFWG gathers more than 50 different organizations76 involved in the sector.  

 

It benefits from the support of Appui au Developpement Autonome (ADA) and Ford 

Foundation. The MFWG has decided recently to focus on advocacy activities through the 

support of the approval and the implementation of decree on microfinance. Among their 

main activities are the facilitation of the dialogue with the SBV, the organization of meetings 

to share lessons learned, the set up of a database on the microfinance programs in Viet Nam 

and the publication of the Viet Nam Microfinance Bulletin77. 

1.4.2.3. M7 Network 
 

 

 

                                                 
75

 Development International Desjardins (DID), GtZ, Ford Foundation, World Bank, and the Asian Development 
Bank. 
76

 Action Aid, AFAP, Belgian-Viet Namese Credit Fund, Plan International, Save the Children, SNV, TYM and 
World Vision 
77

 The Bulletin provides outreach and financial data of 25 MFOs and the VBSP on a semi-annual basis. 
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Formed in 2007 through the support of McKnight Foundation, the network gathers seven 

MFOs initiated by ActionAid. They provide training courses and technical assistance, the 

development of electronic information system and the publishing of leaflets. 

 

They also established a supporting organization called the Community Finance Resource 

Center (CFRC). 
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2. APRACA Scoping Mission 
 
 

2.1. Geographic coverage 

 

The Regional Fisheries Livelihood 

Program (RFLP) has been 

implemented in 16 communes of the 

nine districts in Quang Tri, Thue Thien 

Hue and Quang Nam provinces (see 

Annex F2). The mission trip of the 

national consultant was preliminarily 

projected to be conducted from 5th to 

23rd of December 2010 in nine 

communes, with one in each project 

district. However, in reality, ten 

communes of eight districts (see 

Annex F3) were selected because of 

bad weather in Nui Thanh district. 

Communes selected were those 

where fishing-related activities were 

the main livelihood of community 

members. 

Quang Tri, Thua Thien Hue, Quang Nam are the provinces along the coastal line in the centre 

of Viet Nam. Fishing is the main livelihood activity in many communes of these three 

provinces. Below are some characteristics of the fishing activities on the selected provinces. 
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 Thua Thien Hue  

Thua Thien Hue is most advantageous province for fishery development. Hue is putting a 

great effort on fishing within Tam giang. The Cau Hai lagoon system has high species 

diversification (600 aquatic species). This is a livelihood option for a great number of coastal 

people, with 3,000-4,000 tons annually.  

A total of 4.500 fishing boats and vessels are operating in the province, of which only 79 

boats are with high fishing capacity of more than 90 CV equipped with fish detector and 

communication devices. Productivity is reducing rapidly despite the total catch increase 

(from 19.765 tons in 2002 to 27.467 tons in 2007). Infrastructure support for capture 

fisheries was observed to be still poor, lacking of port and post-harvest facilities.  

Furthermore, the items below are the main constraints and problems observed in the 

fisheries in the province: 

- Water pollution in the lagoon, 

- Reduced catch attributed to reduced marine resources, and 

- -  Poor organization and management of fishers  

 

 Quang Tri  

 

Quang Tri is categorized as a poor province in central Viet Nam with 2,500 people entirely 

living on fishing, of which 85 percent are coastal fishers using small boat – with a capacity of 

less than 20 CV. There are about 2,700 fishing boats in the province – of which 60 boats 

with a capacity of more than 90 CV are operating offshore. 
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      Fishing activities and fishing (start-up) capital availability (including number of fishing 

boats, investment of fishing equipment, catch capacity, etc.) were observed to be 

improving significantly.  This was associated with the Government’s efforts in investing 

in offshore operations.  

Fishing productivity had been quite poor over the last 10 years. Infrastructure for captured 

products, preservation and processing facilities were poorly invested in. Fishers’ knowledge 

of their livelihood activities (safety, and rescue procedures) and natural resources 

protection awareness are insufficient.  

 Quang Nam  

Quang Nam is endowed with great potential of marine resources own it to 125 km of 

coastal line with more than 400 000 km2 allotted for fishing of fishing exclusive zone. Along 

coastal line there are several river mouths and Cu Lao Cham archipelago that bring 

favorable habitat for diverse aquatic organisms.  

Fishing activities attract about 3,700 costal dwellers situated in six coastal districts. In the 

whole province a total of 3,500 fishing boats and vessels are operating, from which 67 

percent of the fleet has a capacity of less than 20 CV benefiting from inshore marine 

resources (up to five miles far from coastline). 

A fleet of 210 boats having more than 50 CV is fishing in open waters, about 600 miles away 

from the coastline. Fishers are poorly equipped in terms of safety a gadget, which poses 

risks for offshore fishing activities. The fishing community is operating in groups which the 

organization had adopted over the last three years. 

Although fishing effort had gradually increased, fishing yield had decreased resulting in a 

harsh condition for the fishing community. It is perceived to be caused by wrong fishing 

practices such as using explosives, electric devices and small-sized mesh.  
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All of the communities in the project sites are in the poor regions. Fishery households 

account for 20-85 percent of the population. Over the past few years, some households have 

shifted to aquaculture due to high risks of fishing. The rate of poor households ranges from 

15.6 percent to 33 percent, except in Phong Hai (Phong Dien, Thua Thien Hue).  

Based on the survey, Binh Nam had the greatest number of households but Bin Minh had 

the highest number of fishing households (85 percent). Phong Hai in Thua Thien Hue had the 

greatest annual average income with US$ 1169.2; Vinh Thai was found to have the greatest 

number of impoverished households (40 percent).    

 

Table F2. General socio-economic conditions of ten communes/ Based on: Socio-economic reports 

for the year of 2010.   

 

 Quang Tri Thua Thien Hue Quang Nam 

Commune 
Hải 
An 

Hải 
Vân 

Triệu 
Lăng 

Vĩnh 
Thái 

Vinh 
Thanh 

Lộc 
Trì 

Phong 
Hải 

Duy 
Hải 

Bình 
Nam 

Bình 
Minh 

Economically 
poor communes 

x x x x x x x x x x 

Number of 
households 

1,120 660 1,210 755 2,000 1,900 1,115 1,820 2,300 730 

Percentage of 
poor 

households 
(percent 

according to 
new criteria )78 

17 27 33 40 15,6 14 9 29.7 27 22 

Fishing 
households 

(percent) 
52 48

79
 35 50 25 20 40 27 26 85 

Average income 
(US$/person/ye

ar) 
564.1 384.6 641.0 487.2 410.3 435.9 1,169.2 666.7 333.3 

512.8 
– 

769.2 

 

                                                 
78

 New criteria for the poor set by the Ministry of Labor , Invalids and Social Affair (MOLISA). 
79

 At the time of data collection, over 50 percent of the households shifted to shrimp raising. 
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2.2. Survey Process 

 

In addition to literature review, the consultant conducted different methods of focus group 

discussions (FGDs), semi-structured interviews and open-question interviews among: 

- Commune officers, including representatives of Commune People’s Committees, 

Women’s Unions and Farmers’ Associations; 

- Fishers, fish processors and traders; 

- Formal /informal financial providers, including VBARD, VBSP, and private money-

lendersAlso, a stakeholders’ workshop (Regional Agribank, project’s experts, Thua 

Thien Hue Women Union at commune level, Fishery Associations, etc.) on how 

facilitate access to micro-finance services for fishers, processors and vendors was 

held in Hue on 17 December 2010. 

 

2.3. Results, analysis and interpretation of the survey 

 

2.3.1. Prevailing fisheries communities characteristics 

 

The fishing industry takes a significant part in the local agricultural economy of the project 

districts and communes. Fisheries accounts for 33 percent and 40 percent of the total value 

of the sector in Thua Thien Hue and Quang Tri respectively80.  

Various fishing methods in project sites were observed, depending on location, investment 

in boats, fishing equipment and other equipment, experiences and capability of the fisher 

folks. These methods can be classified roughly into two groups: 

- Offshore fishing -in Vinh Thanh (Phu Vang, Thua Thien Hue), Loc Tri (Phu Loc, Thua 

Thien Hue), and Binh Minh (Thang Binh, Quang Nam). 

- Nearshore/lagoon fishing- in the other studied communes. 

                                                 
80

 The data for Quang Nam was unavailable. 
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2.3.1.1. Offshore fishing households 

 

Based on the study, boats with high capacity of 160-300 CV were usually joint investments 

by eight to ten households, with each household investing US$ 6,153 – 10,256. 

There are two fishing seasons in a year. The South season is the main one, lasting from 

March to September. During this season, fishing trip is farther and longer (up to 20 days). 

The demand for short-term loan for each trip ranged from US$ 2,564 to 5,128. The North 

season is from October to February. Each trip lasts 15 days because of shorter distance. 

During the winter season, fishes come closer to the shore. The demand for short term loan 

ranges from US$769.23 to 1,025.64 . 

The households’ main income came from fishing activities. The members of the family 

participated in fishing (male) and trading (female). Their annual income ranged from US$ 

4,102.56 –5,128.21/household/year.  

Risks were high and fishing activities were highly determined by weather conditions and 

investment in fishing equipment. The main risks included bad weather during the fishing trip 

which may cause losses of boats and lives that amount to billions of VND in value. Moreover, 

some fishing trips were unsuccessful and earnings were not able to cover expenses. 

2.3.1.2. Inshore/lagoon fishing communities 

 

Boats with capacity of 8-24 CV are used for inshore fishing while boats of five to 16.5 CV are 

used for lagoon fishing. These fishing vessels cost around USD 3,000 – 3,500 were usually co-

invested of three to four households. Only in Binh Nam commune (Thang Binh district, 

Quang Nam province), people often use individual small bamboo boats with propulsion of six 

CV. 

 

Fishers go on fishing trip everyday and would require capital needs ranging from US$ 102 to 

256.  
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Most of the fishers would like to upgrade their boats from current capacity level to some 50 

to 70 CV in order to access larger fishing space. 

 

According to the survey, households had various income sources with fishing accounting for 

40-80 percent of the household’s income that ranged from US$ 769 to 3,076 on a yearly 

basis. 

 

 

2.3.2. Loan demand 
 

Table F3. Specific characteristics of fishery activities in 3 provinces 

 Quang Tri Thua Thien Hue Quang Nam 

Fishing methods Nearshore 
Offshore 

Nearshore, lagoon 

Offshore 

Nearshore, 

Boat’s capacity (CV) 
≥ 12-24 

6-12 

160-300 (offshore) 

8-24 

≥ 90 (offshore) 

6-8; 15-40 

Investment demand for fisheries (US$) 1,282- 3,076 

5,128-10,256 
(offshore) 

1,025-2,051    
(nearshore) 

1,025-4,615 

Loan demand (US$/fishing household) 1,538- 2,564 4,615 – 10,256 1,025 – 2,051 

Loan demand (US$/processing 
household) 

1,025-1,538 1,538-5,128 256-512 

Loan demand (US$ /big vendor)  1,538-5,128 2,564-10,256 

Loan demand (US$ /small vendor) 102-256 256-512 256-512 

 

 

The identified demand for capital depended on methods and scale of fishing, processing and 

trading operations are as follows: 

- Offshore fisheries activities: The needed capital is between US$4,615 and 10,256 for 

boats with the capacity of 90-300 CV 
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- Inshore fisheries activities: The needed capital is between US$1,538 and 5,128 for 

boats with the capacity of less than 24 CV 

- Processing and trading activities, demand for capital depends on scale of their 

operation: 

o For large scale operation, the demand for capital ranged from US$5,128-10,256. 

o For small-scale operation, the demand ranged from US$512-1,538. 

 

2.3.3. Limited financial empowerment 

 

The fishing communities clearly lacked the needed financial empowerment. Based on the 

survey, the following reasons limited them from availing of financial interventions:  
 

 

 

o Knowledge of financial services: 

- Fishers did not like complicated procedures from formal financial providers and 

preferred private moneylender despite the higher interest rates charged 

- They don’t established development plans 

- They relied heavily on personal experiences, and 

- They possessed limited understanding about insurance services. 

 

o Lack of fund: 

- Usually the catches were sold to middlemen/collectors who pay in advance with 

1000- 3000 VND/kg (US$0.15/kg), which is cheaper than the market price. 

- They had limited customers. 

 

o Lack of professional unions:    

- They worked mostly with informal groups of people buying boats collectively. 
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- In some communes, fishery sub-unions were established. Members of these sub-

unions supported each other and shared information together. However, their 

cooperation was still limited. 

 

o Lack of market knowledge and information 

- The setting of price depended mostly on collectors/middlemen; 

- The quality control and product improvement were not monitored.  

 

2.3.4. Existing financial services providers  

2.3.4.1. Formal sector 

 

The financial service providers in the project areas at the time of the scoping mission 

included VBARD, VBSP, VietinBank, SeaBank and Sacombank. VBARD and VBSP were the 

biggest providers in the project areas and had great influence in these provinces. 

The survey showed that the main financial sources for fishers in project sites were banks 

including commercial banks and VBSP - accounting for 90 percent of the market for fishers. 

Banks often provided big loans ranging from tens of million to hundred of million VND. Other 

financial sources concentrated on small loans payable in short periods at high interest rate. 
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in Thua Thien Hue province (%)

AgriBank
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Socio-policy 
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VietinBank

10%
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friend
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Figure F4. Market shares of different financial providers for fishers in three covered 
provinces 

 

 

Thua Thien Hue province: VBARD provided 60 to 65 percent of the financial demand, 

followed by VBSP which accounted for 15 percent of the market. Sacombank and VietinBank 

provided less than (ten percent). Other informal sources (private, friends) accounted for 

about (ten percent). 

Quang Tri province: Project communes were in poor regions, VBSP provided fishery 

households with loan of low interest (0.9 percent/month) for business purposes. As a result, 

VBSP accounted for more than 60 percent of the market, VBARD provided about 30 percent, 

and the rest was covered by informal sources (private and friends). In these project 

communes, there is no private bank. 

Quang Nam province: VBSP provided 65 percent of the financial market in this project area, 

followed by the VBARD providing 30 percent of loan demand, and the rest were covered by 

informal sources (private and friends). Even though there were several privatized banks in 

Quang Nam province, households did not borrow from them due to high interest rate and 

complex procedures.  

To discuss further the financial service providers, provided below are their characteristics:  

  

2.3.4.1.1. VBARD 

 

VBARD has a nation-wide operating network. Its staff are responsible for assisting customers 

in application process and assessing conditions in communes. The staff were deployed in the 

communes, thus making it easier for the bank to understand clients’ demand, provide 

suitable services, supervise the use of loan and facilitate repayments. The bank is mandated 

to facilitate and promote the improvement of socio-economic development in the rural 

regions, especially the impoverished areas where other financial institutions did not pay 

much attention.  



 

 

 

 

 

 234 

 

The bank has its own lending procedures which are listed below:  

 

Processing period: The processing period is done within 5 days for short-term loans. While 

for medium- or long-term loans, the processing can take up to ten days.  

Step 1:  The credit staff helps clients fill the application forms. 

- Clients must be registered (for first time borrowers). 

- First time borrowers must complete legal documents. 

Notice: Economic and loan application forms include: 

o Loan application form 

o Production/business plan 

o Other documents relating to insurance for the loan 

- The credit staff receives and checks the appropriateness of these forms. 

Step 2: Credit staff assesses the conditions for providing loan, specifically:  

- Collects information about income 

- Assigns credit points; 

- Assesses conditions for providing loan. 

Step 3: If all conditions are met, the bank and its clients will sign a contract.  

Notice: The contract includes the following documents: 

o Credit contract/loan book 

o Debt document 

o Contract insuring the loan and other relating documents. 

 

The VBARD provides loan to clients who meet all the following conditions: 

- Have civil legal status and civil responsibility; 

- Loan application is for business purposes; 
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- Have enough financial status for paying back the loan within committed period; 

- Have feasible and effective production and business operating plans; 

- Comply with loan insurance regulations. 

 

Aside from the documents mentioned, VBARD also requires the following documents 

needed when applying for the loan: 

- Loan application form confirmed by People’s committee – ( for the first time borrowers) 

- Loan book for family 

- Collateral is required for loan amounts over US$ 2,564, (usually land collateral 

delivered by the district’s Environment and Natural Resource Department) or 

transaction record for assets. 

Depending on conditions of each commune, credit staff provides loan directly or indirectly 

via self-managed savings and lending groups.  

 

 VBARD in Thue Thien Hue province 

 

- Credit staff of the VBARD visit commune to deal with clients. 

- The approved amount can be 60-80 percent of the collateral. The loan ceilings vary 

from one commune to another. For example in Vinh Thanh people cannot borrow 

over US$ 7,692, whereas people in Loc Tri can borrow up to US$ 20,512. 

- Households with fish ponds had small amount loans ranging from US$ 512-1,538. 

- The loan period is determined by loan purposes and sources. Loans for short-term 

investment are less than 12 months while long-term investment-loans range from 

three to five years. 

- For households involved in offshore fishing, the bank has developed and adapted 

products which allow the fishers to repay both interests and principal amount on a 

less frequent basis (Loc Tri commune is an example).  
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Table F4.  Some credit information about project communes 

 

 Vinh Thanh Lộc Trì Phong Hai 

Outstanding loan (US$) 641,025.64 153,846.154 205,128.205 

Loan range (US$) ≤ 7,692.31 Up to 20,512.8 Up to 6,666.67 

Period (month) ≤ 48 ≤ 36 

Interest payment Monthly Monthly/quarter 

Principal repayment Every 6 months or 12 months 

 

 VBARD in Quang Tri province 

 

In Quang Tri province, VBARD provided loans both directly (to individuals) and indirectly 

(through savings and credit groups). 

 

Procedure of providing loan via savings and lending group: 
 

- The farmers will need to establish groups to be able to transact with VBARD and the 

Farmers’ Association. The groups must commit to adhere to the guidelines in loan 

management and safety.  

- Loan getting procedure: The members of the group must fill out the application form 

supported and guided by group leader and bank staff. The documents needed are the 

loan application confirmed by people’s committee of the commune, loan book, red 

book, and personal identity cards of husband and wife. If the red book is registered in 

other person’s name, there must be a power of attorney or intestate succession; 

- Borrowing as a savings and lending group member is preferred; 

- Loan amount can be up to US$ 1,538; 

- Interest and principal rates are paid directly to the bank; 
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- Interest musts be paid quarterly while principal amount must be paid annually; 

- Loan period depends on loan purposes:  

o Fishing equipment’s purchase:  three years 

o Starting an aquaculture and small businesses: one year; 

- Households can deal with VBARD directly if they require bigger amount of loan. They 

can borrow up to US$ 5,128. 

 

 

Dealing directly with the bank:  

Based on the research conducted, the following conditions were provided by the bank: 
 

- Households can deal directly with the bank if they need a large amount of loan and  if 

they can meet the collateral requirements mentioned above 

- The allowed amount for lending was up to US$ 5,128.20, or even more depending on 

the borrower’s profile. 

 

The survey revealed that Hai An had the most outstanding loan with US$205,128, while Trieu 

Lang had the least recorded with only US$128, 205.  

 

Table F5. Lending status in communes of project province 

 

 Hải An Triệu Lăng Vĩnh Thái 

Outstanding loan (US$) 205,128 128,205 153,846 

Loan amount if dealing with VBARD 
directly (US$) 

>1,538 - 5,128 

Loan period (month) 12-36 

Principal payment method Annually 

Interest payment method Quarterly 
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 VBARD in Quang Nam province: 

 

- In this province the lending method differed from one commune to another: 

o In Binh Minh commune, bank staff dealt with borrowers directly; 

o In Binh Nam commune, households acquired loans via collaborators;  

o In Duy Hai commune, bank provided loans both directly (20 percent) and via 

savings and lending groups (80 percent). Bank staff worked with commune’s 

people’s committee. 

- The loan was less than US$ 1,538 if the bank provided loan via savings and lending 

groups or collaborators 

- If the bank dealt with customers directly, the loan was up to US$ 7,692. 

- Based on the findings, fishing methods had an impact on average outstanding loans: 

o Inshore fisheries were popular in Duy Hai and Binh Nam communes. The 

outstanding loan amount provided by VBARD was US$ 205 in each commune. 

o The outstanding loan amount in Binh Minh commune was averaging US$ 666 

because offshore fisheries were prevalent. 

 The table below provides a summary of the lending status in communes of the project. The 

province of Binh Minh had the most outstanding loan of US$666,666. Binh Nam was 

reported to be the least outstanding with greater than US$153, 846. Further details about 

the availed loan schemes of the comunes are provided in the table below.  

Table F6. Lending status in communes of project province 

  

 Duy Hải Bình Nam Bình Minh 

Outstanding loan (US$) 241,025 > 153,846 666,666 

Loan amount borrowed as a 
savings and lending group 

member (US$) 
≤ 1,538.46 ≤ 1,538.46 0 
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Loan amount provided directly 
to customers (US$) 

> 1,538 ≤ 
7,692 

> 1,538  - 5,128 

> 5,128 (not popular) 

Loan period (month) 12-36 24 36 

Interest payment method Month 

Principal payment method 
(month) 

12 

 

VBARD’s point of view towards fishery customers: 

 

- Outstanding average loan fishing activities had increased recently. It ranged from US$ 

3,076 to 7,692; 

- Loan demand was mainly for investing in boats, technology, and equipment; 

- Fishers were better payers; 

- In normal condition, fishers were able to repay their loans. However, risks related to 

aquaculture and fish catching were high. This implied that in worse scenarios where 

fishers have accidents while on their fishing trips, fishers will not be able to repay 

their debt. This is why banks support fishers in reducing risks at sea; 

- Bad debt was no longer a problem. 

- Some fishers lacked access to the proper information about bank regulations and 

found it too complex to apply for a loan; and 

- The strategy of the bank was to raise the outstanding loan amount within the sector. 

 

Fishers’s point of view towards banks:  

 

- Their loan demand was better met; 

- Loan amount was perceived to be limited. For example, US$ 7,692.31 was set as the 

maximum amount even though the price of the borrower’s collateral was much 
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higher. Consequently, borrowers needed to access other people’s red book, or 

acquired loans from informal sources; 

- Loan period was short; 

- People wanted to get loan in a shorter period of time; and 

- People expressed their desire to access bigger loans. 

 

2.3.4.1.2. VBSP 
 

 

Here below are depicted the lending procedures used by the bank: 

 

- VBSP empowers local organizations (farmers’ association, women’s union, youth’s 

union) to provide loans to each individual. Borrower list is confirmed by the 

commune’s authority and submitted to the bank; 

- The bank only look at the list confirmed by the commune and provide loan directly; 

- Eligible borrowers are made public; and 

- Outstanding loan amount is made public. 

The VBSP has several types of borrowers: 

 

- Poor households borrow at interest rate of 0.65 percent; 

- Households doing business in difficult regions borrow at interest rate of 0.9 percent; 

and 

- Students from poor families can borrow at interest rate of 0.5 percent. 

 

Loan amounts: 

 

- Loan amount depends on specific circumstances: it is set at US$ 1,025 or less for poor 

households, and US$ 1,538 or less for households doing business in difficult regions 

and 
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- Loan period is 3 to 5 years. 

 

 VBSP in Thua Thien Hue 

 

Bank provides loan via farmers’ association and women’s union. In Phong Hai only, two 

additional banks provide are veterans’ unions and youth’s unions.  

Based on the findings, the following was the procedures for lending:  

 

- The village’s committee asks the village leader and the secretary of party committee 

to assess each application; 

- Unions creates a borrower’s list with the confirmation of the People’s committee and 

submit it to the VBSP; 

- The VBSP together with empowered unions assess each application; and 

- The VBSP then issues a loan book. 

 

Clients were organized in trustworthy groups having 20-50 members. Loans provided by the 

VBSP ranged from US$ 51 to 1,025/household. Interest and principal were repaid directly to 

the bank by the group leader. The principal amount was paid quarterly, while the interest 

rate was paid on a monthly basis.  

There were no savings facilities for the clients. 

Table F7. Some information about lending status in three communes 

 Vinh Thanh Lộc Trì Phong Hải 

Outstanding loan (US$) 205,128 215,384 205,128 

Number of borrowers 420 600 340 

Loan amount can be borrowed (US$) 512.82-1,025 51-461 512-1,538 

Loan period 36 

Principal repayment (months) 6 6 or 12 

Interest payment Monthly 
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 VBSP in Quang Tri 

 

Bank provided loans via union channels such as women’s union, farmers’ association, 

veterans’ union and youth union. women’s union and farmers’ association are the 

biggest distributors. 

Clients are organized in trustworthy groups consisting of 20-30 members. Loans provided 

reached a maximum of US$ 1,538 per household. Interests were collected by the group 

leader and deposited on a monthly basis to the bank while principal was paid on a yearly 

basis. 

 

Table F8.  Some information about lending status in three communes 
 

 Hải An Triệu Lăng Vĩnh Thái 

Outstanding loan (mill VND) 7,000 8,000 7,500 

Number of borrowers (households) 820 630 580 

Loan amount can be borrowed <5-30 4-30 7-30 

Loan period (month) 24 60 36 

Principal repayment period (months) 12 12 3 

Interest payment Monthly 

Savings (1,000 VND) 10-20 10 

 

 

 VBSP in Quang Nam 

 

Bank in this locale provided loan through local unions such as women’s union, farmers’ 

association, veterans’ union and youth’s union. 

Clients were organized in groups with 40-50 members. Loans ceilings depended on the 

clients’ activities. Households involved in business can obtain US$ 1,538. However, loans are 
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only limited to US$ 1,025 for poor people, including the small-scale fishers. Loan period was 

limited to two years in Hai An commune, whereas five years was allotted in Trieu Lang 

commune. 

Interests were collected by the group leader and deposited it to the bank on a monthly 

basis. Principal rate was repaid each year to the bank. Moreover, it was reported that only 

10 to 40 percent of the group members availed of the savings service. 

 

Table F9.  Some information about lending status in three communes 

 

 Duy Hải Bình Nam Bình Minh 

Outstanding loan (US$) 615,384 512,820 205,128 

Number of borrowers (households) 876 470 600 

Loan amount can be borrowed (US$) 1,846 358-1,538 769- 1,538 

Loan period (month) 36 12-36 36 

Principal repayment period (months) 6 or 12 12-36 36 

Interest payment Month Month/quarter 

Savings 
Depending on 
loan amount 

10 to 40 percent of members 

 

The scoping mission also looked into the perceptions of both the fishers and VBSP. The 

findings are as follows. 

 

VBSP’s point of view towards fishery customers: 

 

- The bank was not able to meet the high demand of customers; 

- Loan for fishery business was perceived as very risky; 

- Bank lacked staff to supervise customers; and 
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- In general fishers’ attitude towards repayment responsibility had improved. 

 

Fishers’s point of view towards VBSP: 

 

- Flexible lending method, good interest rate, flexible interest payment and principal 

repayment created favourable conditions for fishers to apply for a loan; 

- Loan processing procedure was simple and fast (two to three days); 

- Bank’s funds were too limited. Each household cannot borrow more than US$ 1,538. 

Several loan applications, which had been previously approved cannot be processed; 

- Some processing and trading households would like to borrow up to US$ 2,564. 

2.3.4.2. Informal sector 
 

2.3.4.2.1. Savings and lending groups 

 

Also referred to as MFOs, the self-managed savings and credit groups are common in Viet 

Nam. Discussed below are some of the schemes observed in the project areas during the 

survey: 

 

 Thua Thien Hue Province 
 

 

 Small credit program organized by non-governmental organization (NGO) – Viet 

Nam-Belgium project. Small credit program has been conducted since 2000 via the 

commune’s women’s union. The following are some facts based on the research: 

- Lending via group (women’s union); 

- Loan period: one year; 

- Interest and principal were paid monthly; 

- Interest rate was 0.15 percent higher than the rate of the VBARD; and 

- Loan amount: US$ 51 to 102. 
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 Savings and lending groups were run by women in the provincial program 

 

This program was still carried out by women at sub-union level at the time of the scoping 

mission. The women’s union of the commune encouraged and supported its beneficiaries 

but was not involved in the management. The following information concerns the groups 

operating in Dong Luu village, Loc Tri commune, Phu Loc district, as found out during the 

survey:     

- The board consisted of only one group leader, one vice-leader and one accountant; 

- The group was formed on a voluntary basis; 

- The number of group members were 40, of which only 30 contributed to funds; 

- Thirty members were divided into three small groups; 

- The main purpose was to help each other with capital for production; 

- Members contributed to the fund monthly the contribution increased gradually prior to 

the conditions agreed upon by members; 

- Interest rate of one percent per annum was the same for all the members of the group 

regardless of the contribution status; and 

- Lending and savings amounts were collected at the end of the lunar year. 

 

 Quang Tri Province 

 

 Small credit program from NGOs - World Vision ”village bank” model:  

 

This model was carried out in almost all project villages in Quang Tri province. It is currently 

being conducted in Trieu Van commune, Trieu Phong district very effectively. The following 

gathered information concerned the groups operating in Trieu Van commune: 

- The women’s union helped implement the model from 2000 to 2008; 

- Initial fund was US$ 23,076; 

- Each group consisted of five to six households; 
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- There were about 30 groups in the commune; 

- The main purpose was to assist women to get loan for their respective businesses;  

- Loan amount ranged from US$ 25 to 51, and could be soon up to US$ 154; 

- The village bank provided loan to women with the interest rate of one percent per 

month, which breakdown is as follows: 

o 0.5 percent was contributed to the bank’s fund 

o 0.35 percnet was used to cover expenses 

o 0.15 percent was for bad debt fund. 

- Savings, interests and principal were collected monthly; and 

- When the project was finished (after eight years), the women’s union repaid their 

loan to the program. The union accumulated a fund of US$ 3,589 from their 

operations. 

 

The commune’s people’s committee entrusted the women’s union to use that fund to 

implement sa mall credit program in the commune based on the same model as shown 

below.  

Organization and operation of the commune’s village bank: 

 

- The initial self-raised fund of the commune’s Village bank was US$ 3,589 in 2008. 

After three years, this fund grew to US$ 5,384. 

- The bank provided loan to groups. There were three savings and lending groups with 

45 members each.  

- They set the following criteria for member selection: 

o Poor households which can provide labor 

o People who borrow money for fish catching, processing, retailing, cultivation and 

animal raising 

- Loan amount ranges from US$ 102 to 256 depending on the purpose of the loan 
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- Group leader is responsible for supervising  the use of the loan 

- Interest and saving are collected monthly 

- Interest rate is one percent (as set by the model) 

- Saving is at the rate of 0.05 percent per month 

- Loan is for one year-term 

 

 Provincial women’s savings and lending group were expected to: 

 

- Encourage women to contribute to savings account 

- Women’s union entrusts sub-unions to manage 

- Women’s union entrust sub-union to implement small credit program 

- Women put US$ 0.5 weekly into their savings account 

- The account is used for lending to poor members 

- The loan period is one year and interest rate is 0.05 percent per month. 

 

 Quang Nam Province 

 

 Women’s union’s savings and lending group in district’s program (observation in 

Thang Binh district). 

 

Common characteristics of savings and credit models observed were as follows:  

- Established savings and credit groups; 

- Not many people participated in savings and credit groups; and 

- The fund raised from members’ saving contribution was used to lend those in need 

without interest fee. 
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2.3.4.2.2. ROSCAs and private moneylenders 

 

 

 Thua Thien Hue Province 

 

 Tontine HUI and BUU (ROSCAs) 

 

Prior to 2010, the following was the most popular savings and credit method used by the 

fishers in Vinh Thanh and Phong Hai communes: 

 

- Tontine (BUU) is a condition for members can contribute their savings for a particular 

period of 100 days. This method is suitable for low income families 

- Tontine (HUI) is an arrangement where members contribute their savings for ten 

months. This method is for everyone. 

 

This kind of groups consisted of five to ten people with a member responsible of the capital 

called “holder”. 

Table F10. Some information of tontines Hui and Buu.  
 

Operation Tontine (Hui) Tontine (Buu) 

Group (number of member) 5-10 or more 5-10 

Type of members Any Low income families 

Contribution Daily Daily 

Amount contributed (U$D) 2-25 2-5 

Period that member can withdraw 
money 

Monthly Every 10 days 

Interest rate (percent) 3-5 times higher than the rate of VBARD 
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 Private moneylenders 

 

 

 

The moneylenders provided short-term loans (“hot loans”) for a period usually less than ten 

days. The loan amount could reach US$ 1540 and the interest rate was ranging from three 

percent to five percent on a daily basis. 

Loans were usually used for working capital or repay other due debts. 

The moneylenders also extended month-period loan. It commonly represented 20 percent 

of their portfolio and was extended to retailers who wanted to purchase equipment. The 

interest rate applied was reported to be 1.5 to three times higher that the rate of the 

VBARD.  

 Quang Tri Hue Province 

 

 Tontine (ROSCAs)  

 

This model was very popular in Hai An commune. Its operation was basically similar to 

tontine in Thua Thien Hue province. However, there were also differences observed, which 

are as follows:  

- The commune had nine groups in four villages 

- Each group consisted of 20 members 

- For daily or monthly saving the members contributed US$ one  to 2.5  on a daily basis 

to the holder or US$ ten to 25 monthly 

- Members drew lots to identify who was the first person to use the fund 

- The payment for the holder was about US$ 0.5 per month and which is agreed upon 

by all the members 

- Tontine’s members were often the members of the Women’s Union who had 

business in fish sauce processing, exports and retailing 

- The lending routine was finished within a year 
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- According to members, the person who acquired the tontine fund first incurred high 

interest rate. 

 

 Private moneylender 

 

Private lending is popular in very few communes and their number was very small. For 

example, Trieu Van had four private lenders, which was more than any other commune in 

the province. Their main characteristics are as follows: 

- Their self-raised fund ranged from US$ 15,384 to US$ 35,897; 

- Lending amount reached up to US$ 2,564; 

- Interest was paid monthly; 

- Principal rate was repaid at the end of the loan period; 

- Procedure was simple; 

- They did not provide “hot loans”. 

 

 Quang Nam Province 
 

 

 

The communes covered by the RFLP in this province did not have any tontine or 

moneylender activity.  

Fishers normally borrowed in gold from relatives without interest charge for buying boats 

and fishing equipment when they cannot acquire loan from formal financial providers. 

There was a lending model with asset/equipment/materials wherein: people can purchase 

materials on credit. This form was popular with agriculture and shrimp production. Interest 

expense was added to the selling price. Interest rate is two to three times higher than the 

rate of the VBARD.  
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2.3.4.2.3. Experiences and problems realized 

 

 Small savings and credit program implemented the same as NGOs’ model. 

 

Not all the programs were able to pursue their activities beyond the duration of 

program. Case in points, World Vision program had been implemented in nine 

communes in Trieu Phong district but only two were implemented at the end of the 

project period.  

Based from experiences, the most important factor for the sustainability of the model is 

the capacity of the board in the local communities. Thus, the following suggestions were 

formulated to ensure good quality service and operations: 

- Bank’s management board should be a member of the women’s Union executive 

board 

- Management board should have management skills and capacity. Appropriate 

trainings should be provided to improve their skills 

- The board must be able to supervise the lending principles, rotating fund and interest 

rate control 

- The people’s committee should be the authority to supervise the empowered 

organizations. 

 

 Private moneylender and ROSCAs 

 

These activities were highly threatened by theft. While private lending was generally not 

made public to avoid covetousness, the problem can be internal in the case of the 

ROSCAs. 

As an example in 2009, two tontine’s holders in Vinh Thanh disappeared with a billion 

VMD contributed by members. 

 

2.3.5. Identifying the financial gap 
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 The financing capacity of the financial service providers was challenged because of the high 

demand in loans and the provisions provided in the leading principle.  

 

2.3.5.1. Limited access to financial services 

 

The collateral requested by VBARD for their lending operations along with the reported 

complaints about too complex procedures and the discrimination of fishing communities 

limited the access of these more disadvantaged people. 

While VBSP was supposed to support these borrowers it appeared that its limited fund 

cannot meet the important demand properly.  

Lastly, results reveal that in the informal sector, private moneylenders were very cautious 

when transacting the “risky” fishers. It appeared that the self-managed savings and credit 

groups (or MFOs) were too scattered and unable to properly meet the loan demand of 

fisheries communities. 

2.3.5.2. Gap between demand and access to the formal sector 
 

 

The loan demands for investment in bigger offshore boats were large. Fishers often called 

upon VBARD because it can provide large amount of loan (up to US$ 5,128) at lower interest 

rate than other capitalized banks (see figure F5). 

 

o However, this bank can only meet 50-80percent of the demand (see Figure 2).  

 

 

 

 

 

 

 

 
 

The loan ceiling set by bank 

Bank’s low loan 

range 

Bank’s loan range  

to people with 
worthiness 
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Figure F5. Supply-demand relation of lending services for fishers households  

 

The ceiling set by banks in almost all the RFLP covered communes was 150 million VND (US$ 

7,692.3). The graph shows that loan demand of fishers, processors and vendors was often 

higher than the threshold.  

There was a difference between lending for investment and lending for consumption. While 

fishers may had plans to apply for investment loans (purchase boats and fishing equipment), 

they rarely had plans for consumption loans (purchase food and fuel for fishing trips).  

As a consequence, they had a demand for very short term loans which was not properly met 

by the formal sector. For the latter, the ideal loan period took some days or even some 

hours. 

It was also reported that the products offered by the formal financial sectors often required 

procedures which were too complicated and time consuming for the fishers. 

2.3.5.3. Gap between demand and access to the informal sector 

 

The women’s Union and other self-managed credit programs were small-scale and their self-

raised fund was limited. The loan extended by other self-managed credit programs was 

generally small and not suitable for fishing activities. Private moneylenders provided working 

capital through loans that were deemed also as limited and with very high interest rates.  
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3. APRACA Recommendations to Achieve output 5 

 

3.1. Suggested pilot sites 

 
 

The project areas were divided into two categories based on the observed fishing method, 

which described below: 

 

 

 Offshore fishing areas:  

Villages that specialize in offshore fishing have infrastructures for boat stations just what 

was observed. These villages demanded higher capital as the fishers invested in high-

capacity fishing equipment.  

 

 Inshore/lagoon fisheries areas: 

Inshore lagoon fishing sites do not have ports like that of the offshore as observed. Unlike 

offshore fishers, inshore lagoon fishers did not need high capital and only invested in low-

capacity fishing equipment.  

 

The following were the reasons for selecting the sites: 

 Presence of coastal fishing communities 

 Presence of small-scale fisher 

 Family income based on artisanal fisheries 

 Active and supportive local authority 

 Great demand for credit to support diverse activities of households 

 

Table F11 proposes the following pilot sites for further RFLP actions:  
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Table F11. Identify pilot sites to apply the credit and partners  

 

 

 

Proposed 
pilot sites 

Choosing 
reason 

Financial 
model 

Financial 
partners 

No financial partners’ 
role 

Vinh Thanh 
Phu Vang 

Thua Thien Hue 

- Marine fishery 
community 

- Number HH 350 
- Big money 

lender 

People 
credit find 

-Money lenders 
-Central People’ 

credit Fund 
 

VBARD 
Training for: 

- financial regulation 
-technique management 

RFLP: Facilitator 
MARD: 

Training on techniques for 
fishing, processing, etc. 

Loc tri 
Phu loc 

Thua Thien Hue 

Marine fishery & 
near 

shore/lagoon 
community 

Number HH 280 
Fishery 

Association 

Association/
savings & 
lending 
group 

VARD 
VBSP 

 

RFLP: 
Training on organizing 
Training on technique 

management 
WU 

- Trustworthiness 
- Implementing 

MARD: 
Training on techniques for 

fishing, processing, etc. 

Trieu Van 
Trieu Phong 

Quang Tri 
 

-Near shore 
-Number HH 230 
-Existed NGO's 

model 

Savings and 
lending 
group 

VBSP 
Local sources 

Women’s Union: 
-Trustworthiness 
-Implementing 

RFLP: 
-Facilitator about training 

on 
+financial regulation, 

+technique management 
- Training technique on 
diversified livelihoods 

MARD: 
Training on techniques  for 

fishing, processing, etc. 

Hai An 
Hai Lang 

Quang Tri 

-Near shore 
-Number HH 280 
-Existed NGO’s 

model 

Savings and 
lending 
group 

VBSP 
Local sources 

Binh Minh 
Thang Binh 
Quang Nam 

-Near shore 
-Number HH 420 

 

Savings 
andlending 

group 

VBSP 
Local sources 

Duy Hai 
Duy Xuyen 

Quang Nam 

-Near shore 
-Number HH 450 

 

Savings and 
lending 
group 

VBSP 
Local sources 

Total 
beneficiaries 

2,010    

 

 

3.2. Suggested partnerships 

 

The present study identified potential partners to support RFLP output 5 and determined 

their potential roles, as discussed below: 
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3.2.1. MARD 

 

The Regional Fisheries Livelihoods Program chose the Ministry of Agriculture and Rural 

Development (MARD) to be an implementing partner. 

MARD has sub-units at central and local levels (district level) and has fisheries extension 

officers at grassroots level. Along with the RFLP team, they could decide upon the selection 

of partners and in the expansion of the network.  

Indeed, it is necessary to have close connection among local agricultural units that can 

provide technical guidance to enable a successful small credit program. The technical 

training will help the fisher folks become more equipped with their livelihood, thus building 

on their credibility to access loans and avail of other microfinance services.  

 

3.2.2. VBARD 

 

VBARD is one of the banks having highest lending rate in the communes where the project 

was running.  

This formal financial organization could provide better conditions for fishers to better meet 

their needs in terms of lending. More people can borrow and avail of the savings, and 

insurance services. 

Also, formal financial organizations can assist in capacity building/skills development of 

people.  

Lastly, more attention should be given to the development of insurances services for 

fisheries households’ capital. 

 

3.2.3. Women’s Union 

 

The women’s unions are present in almost all locales. Being strongly immersed in the 

communities, they are able to perform local credit activities effectively.  
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They could be part of the project as a partner through the extension of their microfinance 

activities within the fisheries communities. 
 

 

Indeed, they have strong experience in carrying out savings and lending programs set up by 

NGOs or other credit schemes initiated by women’s societies or local authorities. 

 
 

3.3. Summary of the survey findings 

 
 

The two popular catching methods were offshore and inshore/lagoon catching. Processing 

and trading depended heavily on these catching methods. Development of fishery trading 

was usually evident in the areas where offshore catching was prevalent. On the other hand 

the growth of processing activities occurred inshore/ in lagoon fishing sites. 
 

 

The catch depended a lot on weather conditions and investment in fishing equipment and 

boats/ships. Their financial needs did not only concern initial investment such as 

boats/vessels, fishing nets, seafood storage equipment, but also the coverage of working 

capital, such as materials, food and oil for fishing trips. The demand for investment in fixed 

assets was high, while the demand for working capital was smaller but required faster 

process.  
 

 

When it comes to the formal service providers, Viet Nam Bank for Agriculture and Rural 

Development (VBARD) and Viet Nam Bank for Social Policy (VBSP) were the biggest financial 

providers for fishers in project areas. Interest rate of VBSP was lower than the one offered 

by the VBARD. However, there was a financial gap between fishers’ financial demand and 

what was provided. Fishers found it hard to meet loan requirements by banks. These banks 

were not able to meet the specific financial requirements of fishers. As a consequence, many 

fishers did not access banking services when they needed it to support their fishing activities. 

VBSP only provided loans for the poor and those in impoverished regions. Due to limited 

fund, many applications for banks’ loan were not approved. Moreover, banks did not pay 

enough attention to develop savings services and mobilize unused money among local 

people. 
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Informal finance was quite popular in project communes including private lending and credit 

and savings groups, which operated like the small credit programs implemented by NGOs. 

Credit and saving groups provided both savings and loan services to their members. They 

allowed borrowers to repay their loan gradually. This mode was suitable for small-scale 

fishers but lacked sustainability because of the dispersed operation. 

 

Despite their high interest rate (two to three percent per day), the private moneylenders 

represented the most attractive source of credit for the fishers. Another source of credit 

commonly used by the fishers was the borrowing from fishery traders (middlemen). They 

offered interest rate free loans but borrowers had to sell their fish products to traders at a 

price lower than that of the markets. It can be concluded from the survey that private 

lenders were the providers which the poor households and the fishers found  most 

accessible. 
 

 

3.4. Recommended RFLP action plan under output 5 

 

3.4.1. Improving the existing formal sector 

 

After careful consideration and study, the following recommendations were identified: 

 Raise the confidence of fishers in formal financial providers such as VBARD, by providing 

more flexible and adapted lending policies, especially for exploitation activities; 

 Create good environment for financial providers, credit officers to work directly in each 

locale in order to better understand the specifics of fisheries economics; 

 Reassure the financial services providers by making the targeted beneficiaries more 

credible by establishing cooperation/organization among the fishers and seek 

improvement for their knowledge, skills in fishing, processing, trading and business plan 

drafting; 

 Encourage the participation of local professional units; and 
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 Lending procedures should be simplified and better fit the specific demands of fishing 

population in terms of loan amount, terms and payment methods. 

 

3.4.2. Improving the existing informal sector 

 

 Upgrade and standardize small credit models of the project; 

 Enhance ability of the people to manage small credit programs; 

 Set up connection network among models of the project; 

 Improve awareness of fishers about the essence of small credit programs; 

 Encourage private lending households to integrate into a formal financial provider 

(people’s credit fund); 

 Improve their managerial ability/skills; and 

 Encourage the participation of financial providers. 

 

3.4.3. Improving the capability of controlling fishers’ livelihood activities 

 

 Build the capacity of fishers in establishing production plans, developing their skills in 

technology and techniques so that they can be more effective in making decisions for 

and livelihood activities. 

 Fishers’s knowledge about financial services and products should be raised so they are 

better equipped to decide on their financial undertakings. This can be done by providing 

trainings for fishers on basic information about financial knowledge, financial options 

available for them and how to deal with financial uncertainty. 

 Lastly, fishers should be equipped with knowledge on how to organize and manage 

fishing community effectively. This community is of great importance in supporting and 

guiding fishers how to develop and diversify their livelihood activities sustainably (see 

Annex F1 for more details).   
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Conclusion  
By Dr. Enrique Navarro (APRACA Scoping Mission Team Leader) 

 

 

In all sites surveyed, fishers were rarely served by formal financing institutions and relied 

mostly on informal organizations, lenders and traders for working capital81. In some 

instances, fishers were able to borrow money without interest but must sell their catch at a 

price lower than the prevailing market rate. In most cases, fishers preferred to borrow from 

informal lenders despite higher than bank interest rates because of the ease and simplicity 

in loan transaction with the informal lenders. The formal financers usually required collateral 

and rigid documentation before processing a loan. 

 

Most of the formal financing institutions did not understand the nature and dynamics of 

fishing and its dependent livelihood activities. They found financing the livelihood activities 

too risky. Their fear of the risk is justified by the fishing activities seasonal of the uncertainty 

in the volume of catches and being gradual depletion in the sea resources as cited by the 

expected respondents. Also, many fishers lacked understanding of the principles behind the 

financing policies and procedures of formal financing institutions such as rural banks. 

 

Fishers need to be trained/educated on fish resources management, financial literacy, 

business management, alternative livelihood, etc. while having access to microfinance to 

fully empower them and widen their opportunity for improving their quality of life. After the 

pilot test and take off, more products and services beyond loan alone will certainly make 

formal microfinance institutions be more attractive and competitive than the informal 

moneylenders. As an example insurance products -that will protect both the creditor and the 

borrower from related risks should be integrated in the microfinance services provided to 

those communities. 

 

The provinces, districts or municipalities hosting the RFLP have financial institutions, 

government and non-government organizations, and local and community associations that 

                                                 
81

 Money used to purchase inputs for fishing trips, fish vending and processing. 
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can be tapped for a coordinated effort to assist in integrated microfinancial and non-

financial services. There is a big opportunity to transform small-scale fishers and women 

associations into credit and savings group or create new ones where it appears suitable. 

Existing ones will need to be strengthened through capacity building in governance and 

management in order to improve their long-term sustainability. 

 

The microfinance scheme that is suited administratively and culturally to the situation of the 

fishers must continue (if one is working already) or be adopted. Two general frameworks 

summarize the microfinance approaches in the surveyed sites. One is direct financing by a 

formal microfinance institution to the micro-entrepreneurs; another is the wholesale of 

financial capital to a microfinance institution or credit and savings group by a commercial or 

large agricultural bank. One opportunity that the situation offers is the establishment of a 

special bank (Fish Bank) that will address specifically the financing need of the fishers, fish 

traders and fish processors. 

 

 

 

 

 

 

 

 

For any contact details or other requests, please contact: 
 

 
Xavier Tezzo 
 
Microfinance Junior Consultant 
Regional Fisheries Livelihoods Programme  
GCP/RAS/237/SPA  
FAO Regional Office for Asia and the Pacific  
Tel: +66 2 697 4242  
Fax: +66 2 697 4445  
xtezzo@gmail.com 
 

 
Chanphen Bhawangkananth 
 
Regional Fisheries Livelihoods Programme  
GCP/RAS/237/SPA  
FAO Regional Office for Asia and the Pacific 
Tel: 662-6974000 ext 4174 
 Chanphen.bhawangkananth@fao.org 
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Appendixes  
 

To be completed with the extensive list of Annexes in the individual reports... 
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ANNEX A1 
 

WORKPLAN 
RFLP-CMB Cambodia 2011                     

Outputs/Activities                                                                                                                                                                                                                     

Q1 Q2 Q3 Q4 

Indicators/ 
Milestones 

Target 
Areas 

Target 
Beneficiaries 

Implementing 
partners 

Input 
Total 
cost 

Budget line 
M1 M2 M3 M4 M5 M6 M7 M8 M9 M10 M11 M12 

OUTPUT 5. Facilitated access to microfinance services for fishers, processors and vendors   
  

 
5.1.  Outsource a professional 
microfinance 
practitioners/institutions on a 
part-time basis to carry out 
the output 5 job related 
assignment   
 

                        1) A 
consultancy 
TOR 
developed, 
and a national 
consultant/co
nsulting 
institution 
recruited for 
an average of 
4 months.  
2) A review 
report of 
baseline result 
for pilot area 
under output 
5 produced.  
3) Internal  
program 
outputs, 
activities,  and 
resources 
integrated in 
log frame 

In pilot 
areas:  
 
1- Tumnop 
Rolok 
[Preah 
Sihanouk]; 
2- Chroy 
Svay [Koh 
Kong]; 3-
Trapeang 
Sangke 
[Kampot] 

1)- CFIs 
committee and 
its members 

RFLP CMB and 
recruited 
microfinance 
consultant/consult
ing institution. 

RFLP-
CMB, FiA 
and NC 

8,000 5570 
5902 

 
5.1.1 

 
Coordinate to recruit the 
national 
consultant/consulting 
institution for 
microfinance 
 

                        

 
5.1.2 

 
Validate baseline result 
for pilot area 
 

                        

 
5.1.3 

 
Align microfiance to with 
internal program outputs 
to integrate resources 
and activities with 
stakeholers 
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5.2 Facilitated access to MFI 
partner's microfinance services for 
low income small scale fishers 

                         
1) Agreed 
roles & 
accountability 
matrix, and 
social 
performance 
indicators  
established 
and MOU 
signed.   
2) Workshop 
with MFIs on 
fishery related 
topic and 
issues of small 
scale fishers 
and Islamic 
communities 
are discussed 
with MFI and 
NGO partners 
for convenient 
financial 
inclusion.  
3) Integrated 
model of 

 
In pilot 
areas: 1- 
Tumnop 
Rolok 
[Preah 
Sihanouk]; 
2- Chroy 
Svay [Koh 
Kong]; 3-
Trapeang 
Sangke 
[Kampot] 

 
1)- CFIs 
committee and 
its members 

 
RFLP CMB, 
recruited 
microfinance 
consultant/consult
ing institution, and 
MFI partner. 

 
RFLP-
CMB, FiA 
and NC 

 
5,000 

 
5,902 

 
5.2.1 

 
Establish partnership 
integration with MFI 
partner-AMK/other 
MFIs  
 

                        

 
5.2.2 

 
Assist the MFI partners 
to develop and provide 
financial products 
(loans , savings, 
insurance) that is 
convenient, 
responsive, and 
inclusive for small scale 
fishers and Islamic 
communities. 

                        



 

 

 

 

 

 267 

 
 

5.2.3 

 
 
Seek the 
guarantee/collateral 
system with MFI 
partner that allow 
small scale fishers to 
have access to MFI’s 
financial service  

                        financial 
inclusion for 
small scale 
fishers and 
Islamic 
communities 
is established 
and agreed 
among 
relevant key 
partners.  
4) Small scale 
fishers and 
Islamic 
communities 
can avail from 
the following 
financial 
products: 
individual/gro
up loan, 
saving, 
microinsuranc
e.   
5)The 
guarantee/coll
ateral system 
with MFI 
partner that 
allow small 
scale fishers 
explored and 
set up.  
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5.3 Facilitated access to 
community-based credit and 
savings groups for low-income 
small-scale fishers in collaboration 
with NGO partners 

                         
1)-Agreed 
roles & 
accountability 
matrix, and 
social 
performance 
indicators  
established 
and MOU 
signed.  2)-
Workshop 
with NGO on 
fishery related 
topic and 
issues of small 
scale fishers 
and Islamic 
communities 
are discussed 
with  NGO 
partners. 3)-
Increase of 
saving 
members and 
amount. 4)- 
Quality 
management, 
structure, and 
system of CFI 

 
In pilot 
areas: 1- 
Tumnop 
Rolok 
[Preah 
Sihanouk]; 
2- Chroy 
Svay [Koh 
Kong]; 3-
Trapeang 
Sangke 
[Kampot] 

 
1)- Saving 
group's 
committee and 
its members. 2)- 
CFIs committee 
and its members, 
particular to the 
CFI women 
saving group 

 
RFLP CMB and 
recruited 
microfinance 
consultant/consult
ing institution, and 
NGO partners. 

 
RFLP-
CMB, FiA 
and NC 

 
5,000 

 
5902 

 
5.3.1 

 
Establish partnership 
integration with NGO 
partner-AFSC/other 
NGOs to levrage 
mutual resources and 
activities that 
strengthen community 
based credit and saving 
groups. 

                        

 
5.3.2 

 
Assist the NGO partner 
to work on 
strengthening the 
capacity ,quality 
management, 
structure, and system 
of CFI committee’s 
community owned 
credit and saving 
groups  
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5.3.3 

 
Assist the NGO to build 
the culture of personal 
and family savings for 
low income small scale 
fishers 

                        committee’s is 
in place. 5)-A 
manual for 
savings group 
development 
and 
strengthening 
is drafted.  6)- 
All existing 
saving groups 
under the 
pilot areas, of 
which 
50percent are 
women saving 
groups, are 
strengthened. 
7)-after 
training, the 
capacity of 
the trainees is 
improved 
based on 
course 
evaluation. 8)- 
Training 
material 
produced, 
distributed to 
trainees, and 
documentatio
n. 9) A 
training report 
produced with 
traing 
activities 
illustrated. 
10)-
Individuals 
and families 
have surplus 
in personal 
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savings at 
homr, MFI, or 
bank. 11)- 
Those who 
are successful 
in savings and 
have moved 
out of poverty 
studied, 
demonstrated
, and 
rewarded as a 
role model for 
others in the 
communities.  

 
5.4 Stimulating the head and 
heart of low- income small-scale 
fishers for positive life change 

                           
In pilot 
areas: 1- 
Tumnop 
Rolok 

 
1)- CFIs 
committee and 
its members 

 
RFLP CMB and 
recruited 
microfinance 
consultant/consult

 
RFLP-
CMB, FiA 
and NC 
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5.4.1 

 
Conduct the positive 
life change training 
program for low 
income small scale 
fishers: 
1- Personal and family 
empowerment (2 
days); 
2- Personal and family 
financial management 
behaviour change (1 
day); 
3- Poor and rich 
thinking pattern (1 
day); 
4- Family planning for 
prosperity (2 days); 5- 
Personal 
entrepreneurship skill 
(2 days).  

                         
1)- The 
training 
provider for 
the positive 
life change 
training 
program for 
low income 
small scale 
fishers 
contracted. 2). 
The training 
program 
conducted for 
all CFI 
committees 
and memebrs 
within the 
pilot areas. 
Assessment of 
result of the 
training 
conducted 
and reported.   

[Preah 
Sihanouk]; 
2- Chroy 
Svay [Koh 
Kong]; 3-
Trapeang 
Sangke 
[Kampot] 

ing institution, and 
training provider. 

11,000 5571 

 
5.4.2 

 
Activate the most 
effective promotional 
and educational 
campaign  that shapes 
the financial behavior 
change of local fishers 
and the public at large. 

                        1)-
Promotional 
and 
educational 
materials such 
as calendar 
hung on the 
wall of local 
fishers’ home 
produced. 2)- 
Billboard or 
banner 
installed in 
the open 
public areas 
within the 
pilot test 

7,000  



 

 

 

 

 

 272 

fishing 
communities. 
3)-Radio spot 
program on 
financial 
behavior 
change 
produced 

 
5.4.3 

 
Coordinate to assess 
training impacts 

                         
1)-Impact 
training 
assessment 
conducted. 2)-
At least 
80percent of 
the 
participants 
liked and 
appreciated 
the training; 
3)-At least 
50percent of 
the 
participants 
were able to 
change their 
old habits and 
apply the 
lessons learnt; 
4)-At least 
30percent of 
the training 
participants 
improved the 
amount of 
savings.    
 

3,000 5902 

 
Sub-total (V) 

                 
39,000  
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ANNEX B1 
 
 
 

DRAFT WORKPLAN FOR FISHFINANCE APPROACH IN INDONESIA.    From Jan. 2011 to Dec. 2011   

  

Sub-
Outputs 

  Activities 

Time Frame 2011 Budget Details 

Ja
n

 

Fe
b

 

M
ar

 

A
p

r 

M
ay

 

Ju
n

 

Ju
l 

A
u

g
 

S
e

p
 

O
ct

 

N
o

v 

D
e

c Indicators / 
milestones  

Target 
areas 

Clients 
Implementing 

partner 
Participant Input  Budget line  

Output 5- Facilitated access to micro finance services for fishers, processors and vendors  
5.1 Meeting and Finalization result 
and recommendation RFLP Output 
5Initiate  the partnership among 
stakeholder (coordination & 
collaboration government, MFI & 
other stakeholder)                                    

Stakeholder 
workshop                                      5,000  

5.1.1  
Finalization Result and 
Recommendation 

                        

Final results and 
findings 
presented. 

RFLP 
areas 

MMAF, FAO 
& 
Stakeholder FAO 

MMAF, BI, BRI, 
MC&MSMB, MSW & other 
stakeholder     

5.1.2 
Report to RFLP National 
Representative 

                        
Finalize 
recommendation  

RFLP 
areas 

MMAF, FAO 
& 
Stakeholder FAO FAO-RFLP Team     

5.2  Partners Selection                                   MOU                                    15,000  

5.2.1 
Internal discussion 
meeting with MFI(BRI)                         

Recommendation 
from MFI 

RFLP 
areas MFI, BRI FAO, DKP FAO-RFLP Team     

5.2.2 
Finalization MOA with 
MFI(BRI)                         MOA document 

RFLP 
areas MFI, BRI FAO, DKP FAO-RFLP Team     
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5.2.3 Selection facilitator  
                        facilitator officer 

RFLP 
areas MFI, BRI MFI (BRI) FAO-RFLP Team     

5.2.4 
Indentification of 
partners (CBO)                         CBO partners 

RFLP 
areas MFI, BRI FAO, DKP FAO-RFLP Team     

5.2.5 Select partners CBO 
                        

List of partners 
CBO 

RFLP 
areas MFI, BRI FAO, DKP FAO-RFLP Team     

5.2.6 
Negotiation with 
partners selected                         

Tools and 
method 

RFLP 
areas MFI, BRI FAO, DKP FAO-RFLP Team     

5.2.7 
Agreement  and 
finalization with parners 
(MOA)                         MOA document 

RFLP 
areas MFI, BRI FAO, DKP FAO-RFLP Team     

5.3 Aware MFI for Fisher Folks  
(campaign MFI to Fisher Folks)                                   Material                                    15,000  

5.2.1 
Identify models 
campaign appropriate 
for fisher folks                          

List of model 
campaign 

RFLP 
areas Fisher Folks 

FAO, DKP, 
MFI,CBO 

FAO-RFLP Team, MFI and 
CBO     

5.2.2 
Making material for 
campaign MFI to Fisher 
Folks                         

Materials 
campaign 

RFLP 
areas Fisher Folks 

FAO, DKP, 
MFI,CBO 

FAO-RFLP Team, MFI and 
CBO     

5.4 Identify group or individual 
(existing condition, saving system)                                   Material                                   20,000  

5.3.1 

Identify existing 
condition and feasibility 
studi beneficieries 
group in area project                         data baseline 

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     

5.3.2 
Indentification 
beneficieries group                          list of group  

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     

5.3.3 
Identify saving sistem in 
the group                         

list of sistem 
saving 

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     

5.3.4 
Improve saving in group 
and personal 

                        

models saving in 
group or 
personal 

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     

5.3.5 
Implementation saving 
in group and personal                         

list of saving 
members 

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     

5.5 Capacity Building training for 
Group & Individual (Education 
behavior Change)                                   Material                                   50,000  

5.4.1 
Training and capacity 
building for group fisher 
folks                         

Modul of training 
& list of 
participant 

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     
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5.4.2 
Financial empowerment 
training  (financial plan 
& analyze business)                         

Modul of training 
& list of 
participant 

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     

5.4.3 Marketing linkage  
                        

Modul of training 
& list of 
participant 

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     

5.4.4 
Human resources 
development 

                        

Modul of training 
& list of 
participant 

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     

5.4.5 Resources management 
                        

Modul of training 
& list of 
participant 

RFLP 
areas Fisher folks MFI, CBO CBO & MFI     

5.6 Capacity Building training for MFI 
(lending system)                                   Material                                   30,000  

5.6.1 

Training and capacity 
building for 
implementing partners 
(CBOs)                         

Modul of training 
& list of 
participant 

RFLP 
areas 

BRI, 
MFI/NGOs FAO INGO, FAO & DKP     

5.6.2 
Created loan product 
appropriate to fisher 
folks                         

Vary product 
offered 

RFLP 
areas 

BRI, 
MFI/NGOs FAO INGO, FAO & DKP     

5.6.3 
Provide insurance for 
fisher folks                         

Vary insurance 
offered 

RFLP 
areas 

BRI, 
MFI/NGOs FAO INGO, FAO & DKP     

5.6.4 
Implementation lending 
loan  and insurance                         

Number of 
borrowers 

RFLP 
areas Fisher Folks MFI,CBO INGO, FAO & DKP     

                                       135,000  
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ANNEX C1 
 

OUTPUT 5: Facilitated access to micro-finance services for fishers, processors and vendors   

Sub-output 5.1: Policies of lending institutions (MFIs) updated  

5.1.1 
Mobilize NC on micro-finance  

        
PSA accomplished; 1 NC 
mobilized 

RFLP PHI   FAO RAP 1 NC - 4PM;  
No 0   

5.1.2 

Secure assistance of 
Microfinance Council of the 
Philippines to evolve 
microfinance instrument and 
protocol for fisher groups and 
formalize linkages with MFIs 

        

1 Agreement with 
Microfinance Council of 
the Philippines forged  

RFLP project 
area 

priority fisher 
groups/womens 
groups 
participating in 
fisheries co-
management 

MFI, Federation of 
Rural banks in 
Dipolog 

Letter of Cooperation 

No 2,000 Training 5920 
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5.1.3 

Conduct workshops to develop 
MF Strategy by rural fincnacing 
institutions and produce a 
fisher credit scheme and 
coaching strategy  

        

1 workshop conducted RFLP project 
area 

RFIs in ZDN-RFLP 
area 

MFI, Federation of 
Rural banks in 
Dipolog 

workshop design and 
supplies 

No 2,350 Training 5920 

SUB TOTAL 4,350   

Sub-output 5.2: Microfinance institutions educated on fishery sector needs and issues  

5.2.1 
Conduct convention of MFIs  to 
agree on microfinance 
instrument for fisheries sector 

        

1 conference conducted RFLP project 
area 

RFIs in ZDN-RFLP 
area 

MFI, Federation of 
Rural banks in 
Dipolog 

Microfinance Strategy; 
conference supplies 

No 3,200 Training 5920 

5.2.2  

Conduct training to strengthen 
capability of FRBs to 
implement microfinance 
strategy 

        
1 training conducted for 
federation of Rural Banks 
and MFIs 

priority 
microenterprise 
development 
areas in RFLP 
project site 

Rural Financing 
institutuions and 
potential fisher 
recipients 

MFI 
Trainin design and 
supplies 

No 3,200 Training 5920 

SUB TOTAL 6,400   

Sub-output 5.3 Community members trained in financial planning and management  

5.3.1 

Train community members in 
financial planning and 
management; business 
management and technical 
skills 

        
at least 12 enterprise 
groups trained, 30 percent 
of which are women 

priority 
microenterprise 
development 
areas in RFLP 
project site 

priority fisher 
groups/womens 
groups 
participating in 
fisheries co-
management 

MFI, Federation of 
Rural banks in 
Dipolog 

Training design and 
supplies; service 
provider (trainers) 

No 7,900 Training 5920 
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5.3.2 

Conduct livelihood 
development seminars 
employing Aparaca outputs to 
promote feasible 
microfinancing schemes  

        
3 livelihood seminars 
conducted in 3 bay 
clusters 

fisher 
communities in 
3 bay areas 
participating in 
fisheries co-
management; 
priority 
women's groups 

priority fisher 
groups/womens 
groups 
participating in 
fisheries co-
management 

MCP, DTI, BFAR 

Apraca report, linkage 
with Microfinance 
Council of the Phil and 
Federation of Rural 
Banks 

No 9,500 Training 5920 

SUB TOTAL 17,400   

            OUTPUT 5 TOTAL           28,150   

 
 
 
 
 
 
 
 
ANNEX D1 
 
 
 

Indicative Work Plan for the Regional Fisheries Livelihood Project output # 5 FAO_ 2011 

             

Sub-
Outputs 

  Activities Q1 Q2 Q3 Q4 
2012-
2013 

Indicators / milestones  
Target 
areas 

Beneficiaries 
Implementing 

partner 
Input  Budget  

                          

Output 5- Facilitated access to micro finance services for fishers, processors and vendors  
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  Recruit National Consultant.             
National Consultant 
recruited  

RFLP N/A FAO 
Intervie
w 

          
930,000  

5.1 Share Results and recommendations of the 
survey on the ways to achive RFLP output # 5, with  
stakeholders. 

          

Comments and 
feedback have been 
received and 
considered. 

RFLP N/A FAO 

Stakeh
older 
worksh
op 

           
100,000  

1 Select and Invite participants                       

2 Design curriculam                       

3 Select facilitators                       

4 Select Venue                       

5 Conduct workshop.                       

5.2 Present newly proposed Fishfinance partnership 
model to FAO,MOF and other stakeholders. 

          
New partnership model 
accepted  

RFLP 
areas 

Coastal & 
lagoon 
community 

FAO RFLP 

New 
model 
and 
Work 
shop 

350,000 

1 Prepare Power point presentation                       

2 Select and Invite participants                       

3 Select Venue                       

4 Conduct Presentation.                       

5.3 Esablish new partneship model by signing MOUs 
among MOF/NFF, FAO RFLP, Service providers and 
Banks/financial institution.            

New partnership is in 
operation. 

RFLP 
areas 

Fisher 
community 

FAO RFLP MoUs 150,000 

1 Encourage registration MFIs/NFF relevant 
legislation                       

2 Prepare MOU                       
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3 Complete negotiations with identified 
partners                        

4 Invite Partners                       

5 Sign MOUs among partners                       

5.4 Expand accesebility of fishfinance services in 
new geographical areas, to new clients, through 
new players with new products to make women 
focus client bases.   

          
More loans have been 
accessed. 

RFLP 
areas 

Coastal & 
lagoon 
fisher, 
vendors and 
processors 

MFIs/ NFF 

Motivat
ed NFF 
MF/MFI 
staff 

500,000 

1 Select new geographical areas                       

2 Select MFIs/NFF                        

3 Develop and design appropiate fish 
finance products                       

4 Promote women focus client base                       

5 Link MFIs/NFF with Funding partners                       

6 Monitor progress periodically.                       

5.5 Improve Capacities of MFIs: management 
capacity, financial capacity and service delivery 
capacity.    

  

  

      

MFIs/NFF have achieve 
their goals with 
minimum or without 
external assistance. 

RFLP 
areas 

Selected 
MFS 
partners 

FAO RFLP 

Capacit
y 
buildin
g 
worksh
ops 

2,000,000 

1 Select and Invite participants                       

2 Design curriculam                       

3 Select facilitators                       

4 Select Venue                       
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5 Conduct workshop for the following 
capacities: 1.Managemnet Capacity 
Portfoliomanagemment, Dlinquency Mgt, 
Credit Policies and procedures, HRM 
policies & Procedures, MIS training & 
guide lines, Board Governance, and 
Monitoring system.  2. Financial Capacity: 
Business Planning and prjection, Interest 
rate setting and Financial reporting and 
Analysis.3. Service Delivery Capacity; Cash 
managemnt , Product Development, 
Alternative livelihood Development and 
Client awareness on Rights, Obligations & 
Protection. 

  

  

              

    

5.6 Organize a study tour to RFLP contry for MFIs to 
improve their knoeledge and  skills on best practices 
of Fishfinace.  

  

  

      
MFIs have used 
fishfinance best 
practices. 

RFLP 
areas 

Selected fish 
finance 
partners. 

FAO RFLP 
Study 
tour 

2,000,000 

1 Choose the country and place                       

2 Select Participants                       

3 Complete travel requirements and plan                       

4 Undertake tour                       

5.7 Establish MIS for loan tracking and accounting 
with training and guidance.  

  

  

      
Fishfinance data has 
become accurate and 
transparent. 

RFLP 
areas 

Selected 
MFS 
partners 

FAO,MFAR,GTZ 

Trainin
g and 
softwar
e 
packag 1,400,000 
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e 

1 Select appropiate no of MFIs                       

2 Asses requirement of the MFIs                       

3 Complete Porocurement procedures                      

4 Train MFIs staff                      

5 Install MIS pacakge                      

6 Conduct Follow up trainings                       

5.8 Establish dynamic and sustainable Fishfinance 
Practitioners association. 

  

  

      

Fishfinanciers have 
worked to improve 
their industry throgh 
mutual benefit 

RFLP 
areas 

Fish finance 
actors 

MFAR, DFAR, 
FAO 

Memor
undum 
of 
articles 

500,000 

1 Negotiate with fish financiaers                       

2 Call a workshop of MFIs                       

3 prepare Memorandum of articles                       

4 Elect office beares                       

5 Promote net working                       

6 Induce taking action to improve Fish 
finance industry   

  
              

    

5.8 Develop monitoring system and monitor the 
program   

  

      
Program has executed 
effiecietly as per plan. 

RFLP 
Clients and 
MFIs 

MFIs/NFF 
Monito

ring 
plan 

800,000 

1 Milestone activities                       
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2 Identify benchmark/ standards                       

3 Identify reporting procedures with 
frequency   

  
              

    

4 Devise reporting formats                       

5 take corrective actions                       

Total Microfinance Budget( output # 5)  

                        7200000 
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ANNEX F1 
 
 

Code Activity description J
a

n
 

F
eb

 

M
a

r
 

A
p

r
 

M
a

y
 

J
u

n
 

J
u

l 

A
u

g
 

S
ep

 

O
ct

 

N
o

v
 

D
ec

 

Performance indicators/ 

Milestones 

Target 

areas 
Beneficiaries 

Implementing 

partner 

Cost 

(USD) 

5.1: Simplify small saving and credit programs    24,000 

5.1.1 Review and analyse 

existing small credit system 

Recommend solutions for 

improving procedures 

  x x                   

-The system is reviewed and 

analysed 

- Lending procedures are 

simplified in fishers's opinion 

Thua Thien 

Hue  

Quang Nam 

Quang Tri 

Fishers in 

project sites 

National 

consultant 

9,000 

  

  

5.1.2 - Discussions about fishing 

credit policies  

  

    x              x 

-Establishing discussion channels including 

commercial bank, authority, women's union, 

farmers' union, representatives from fishers 

groups.  

- Fishers understand banks' lending principles and 

requirements 

- Banks understand more about 

specific characteristics of fishing 

activities and loan requirements 

by fishers 

Thua Thien 

Hue 

Quang Nam 

Quang Tri 

Fishers in 

project sites 

- National 

consultant 

- Project's 

management 

board 

3,000 

5.1.3 - Develop and implement 

saving/lending model 

(Example: village's banks, 

People's credit fund, etc…) 
        x x x x         

- Number of models developed 

- Procedures for establishing and 

operating the models 

Thua Thien 

Hue 

Quang Nam 

Quang Tri 

Fishers in 

project sites 

- National 

consultant 

- Project's 

management  

board  

Women's union 

12,000 

5.2: Training on establishing plans and finance management for fishers   12,000 
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5.2.1 - Basically investigate and 

identify subjects for 

supporting         x               

-Identify subject groups;  

- Beneficiaries 

Thua Thien 

Hue 

Quang Nam 

Quang Tri 

Fishers in 

project sites 

- National 

consultant 

- Project's 

management 

board 

3,000 

5.2.2  Develop and implement 

training courses on:  

- Managing small credit 

operation;  

- Accessing to credit 

sources; 

- Establishing production plans for 

fishers's households (incorporating  

with Output 3 &4) 

          x x x x x x    

- Training courses held (quantity) 

- Number of participants 

(Male/Female) trained 

- Topics covered in the training 

courses  

- Level of satisfaction according 

to trainees  

Thua Thien 

Hue 

Quang Nam 

Quang Tri 

Fishers in 

project sites 

- National 

consultant 

- Project's 

management 

board 

9,000 

5.2.3 Supervise the impacts of 

trainings 

                        

Identify supervising and 

assessing system 

Thua Thien 

Hue 

Quang Nam 

Quang Tri 

Fishers in 

project sites 

- National 

consultant 

- Project's 

management 

board 

 0 

5.3 Documents on small credit programs   13,000 

5.3.1 Introduction documents on 

small credit modes in the 

local                   x x   

Leaflets introducing and showing 

different lending methods of 

small credit institutions 

Thua Thien 

Hue 

Quang Nam 

Quang Tri 

Fishers in 

project sites 

- National 

consultant 

- Project's 

management 

board 

6,000 

5.4: Insurance programs   7000 

5.4.1 Review and analyse 

existing insurance programs 

(compensation solution)                 x x     

- Identify insurance programs for 

small-scale fishers   

- Identify and analyse obstacles on fishers's 

accessibility to insurance programs   

Quang Nam 

Quang Tri 

Fishers in 

project sites 

- National 

consultant 

- Project's 

management 

board 

7,000 

5.4.2 Prepare for implementing 

compensation solution in 

plot sites 

                        Implementing in plot sites 3 provinces Fishers in 

project sites 

Agriculture and 

Rural 

Development 

Department 

 0 



 

 

 

 

 

 286 

49,000 

 

Annex F2 
 

FishFinance Workshop – Minutes 

 

Date: Tuesday, 8
th

 February 2011 

Presentation: Mr. Benedicto Bayaua (Philippines) and Mr. Xavier Tezzo (Belgium)   

Minutes taken by: Abrani Manuel, M&E officer of RFLP-TIM  

Location: Dili, Hotel Timor (Meeting Room). 

  

Agenda of the Workshop: 
 

1) Presentation of the Regional Fishery Livelihood Programme (RFLP)  

2) Brainstorming on FishFinance, led by  Mr. Benedicto Bayaua 

3) Presentation on the profile of Fishery Cooperative in Atauro 

4) Presentation on the profile of Fishery Cooperative in Suai 

5) Continued brainstorming on FishFinance 

 

 

                                                        - Start of minutes -  
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1) Introduction 

 

All participants introduced themselves. 

 

2) Presentation on Regional Fishery Livelihood Programme (RFLP) - by Mr. Xavier Tezzo. 

 

RFLP - Overview: Outcome “Strengthened capacity among participating small-scale fishing communities and their supporting institutions 

towards improved livelihoods and sustainable fisheries resources management.” 

RFLP addresses the latter by tackling 6 outputs: 

 

Main RFLP - Output 5 limitations are: 

- No credit funds, seed money for savings schemes or revolving funds; 

- Target beneficiaries live in remote coastal areas;  

- Targeted beneficiaries have small-scale capital commitment. 

 

Outputs obtained from the scoping mission in the five covered countries:  

 Major financial gaps identified; 

 (Groups of) Beneficiaries identified; 

 Partners identified; 

 1-year MF workplan for each country: 

o Establishment of a regional knowledge-sharing network ; 
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o Provision of financial literacy trainings; 

o Capacity building for Fisheries Credit Unions/Cooperatives; 

o Enhanced communication between fishers and the financial sector. 

 

The objective of the workshop: 

1. Identify main FishFinance issues in RFLP areas; 

2. Identify potential partners; 

3. Identify/define ways of RFLP support. 

 

 

 

  

3) Brainstorming on FishFinance - animated by Mr. Benedicto Bayaua. 

 

Short overview of the evolution of the sector in Asia: 

 Timor-Leste is in a better position because it is able to learn from other countries’ experiences without having to go through 

experiences it by itself.  

 Thailand: first established agri-bank in 1966. They have learnt for more than 40 years.  

 In the Philippines, the banks also provide support to the fisheries sector. 

 Banks in Viet Nam and China are providing assistance for all rural population (include the poorest people).  

 In Nepal the cooperatives are very popular and the AgriBank provides assistance through them. 
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 In Korea, agricultural cooperatives – including fisheries activities - grew and federated into the National Agricultural Cooperative 

Federation, which also set up the cooperative-owned NACF Bank.  

 

According to the statistics, only 3-5percent of the fishers are familiar with or are linked to microfinance services in the region.  

 

Participants were kindly asked to present their institutions along with their field(s) of actions: 

 

4) Presentation on a Fishers Cooperative in Atauro – by Mr. Salomao Cabral. 

 

Cooperative Profile 

There is a fishers’ cooperative in Atauro, with a total members of 630 people; of which 404 are female and 226 male. The group was 

established in 2004, but the management is still weak. In 2008, our group was supported by National Directorate of Cooperative (NDC) and 

then we tried to improve the cooperative. The number of cooperative members that were able to save money is 230 people out of 630 

(37percent).  

 

The savings and loan system 

There is an upfront membership fee (paid only once) and some compulsory savings (paid monthly). The members can apply for a loan to 

support their business activities, such as seaweed production, fish processing and fish trading.  

  

Problems encountered  
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 The people in Atauro Island have been living as fishers since their ancestral time, but their lives are still poor and they experience no 

improvement. The middlemen are our partners but our living conditions are poorer than theirs (note: issue about the just share of the 

revenue).  

 In many occasions, we still borrow from the middlemen, and we repay the loan by selling back our fish to them.  

 The main difficulties faced by most of our members are how to manage our money, and how to use savings and loans effectively.  Many 

of us are illiterate. 

 The fishing technique is still traditional. 

 There is an important issue about ice availability. Our boat can accommodate 1000 pieces of ice, but so far the production of ice is 

limited. We need guidance on how to produce ice with our resources.  

 There is an issue about network and access to loan. How the rich people can support us, the poor fishers? 

 Marketing of seaweed. We received training on seaweed production, but how our production can be marketed or exported to other 

countries? (the diversification of market) 

 Therefore, I am presenting about our groups to FAO to be able to get recognition and support needed, particularly in the area of 

capacity building (literacy, bargaining skills, fishing techniques, ice production).  

 I thank FAO for organizing this event, and also to the Lotas de Pesca for its assistance. We are looking forward for a follow-up support.  

 

Some supports that already received 

 Our cooperative can extend loan to its individual members amounting US$ 100. 

 Our group also received 16 ice boxes from the NDC.  
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 The other sources of income of the cooperative are the lending of the ice boxes to its members. The price of each ice box is US$ 300 

and lending price is US$ 100 plus the training on how to use it.   

 We sell our fish directly to the middlemen because we do not have a contact person in Dili.  

 

5) Presentation on a Fishers Cooperative in Suai – by Mr. Pangrasio Ramalho 
 

 The cooperative was established in 2008, with the total members of 26 people; of which four are female and 22 are male. 

 The loan and savings system: There is an upfront membership fee (paid only once) and some compulsory savings (paid monthly). Each 

member has the privilege to borrow a maximum of USD 50. Usually the members of cooperative borrow the money to buy/replace 

fishing nets. 

 Lately, our income has been very small because we are rarely going fishing (climatic conditions) 

 In the normal situation (a calm sea), a fisher can collect up to 20 kg of fish/day. Part of the catch is sent to Dili market, another part is 

sold to local markets and while the rest is processed further.  

 In the normal season, we usually send our prawns and fishes to Dili market with the price of USD 4/kg of fish.  

 Our equipments are in bad condition even though the waters are very rich in fish resources.  Therefore, we need support in terms of 

equipment to improve our fishing activities.  

 The NDC has supported us by providing cool boxes.  The problem we face is the rough sea, because our coast is toward the open south 

ocean, which is commonly rough, it is difficult to operate with our small boats.  

 

Mr. Benedicto Bayaua:  
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Let us look at the financial part, why do people borrow money? If the existing institutions cannot provide loan, why so, and how we can modify 

the situation? 

 

Mrs. Lola (Director of NGO Moris Rasik): 
 

Moris Rasik (a local NGO providing microfinance services) conducted a baseline survey on the financial needs of the fishers. The survey results 

show that right now, it is not the time yet for Moris Rasik to extend loans to fishers. In accordance with the mission of our organization, we 

only provide loan for women. But in some of the RFLP-covered districts, we extend loans to their spouses.  
 

Because the fishers’ income depends very much on the sea condition - which is not always dependable - it is difficult for them to adhere to our 

regulation that obliges the client to pay back the loan after 2-weeks time.  However, we can support the spouses of the fishers, because the 

loan will be used for the households’ side businesses which are often more dependable.  

 

Mr. Benedicto Bayaua: 
 

There are some examples that we can learn from. In Bangladesh, many groups pool their productions together to be sold through a market 

owned by members.. In Korea, a central fish production market is provided.   
 

Mr. Jose Vilanova:  
 

The stakeholders need to sit together and develop a fish marketing system. Currently, the fish price will increase when the catch is limited, and 

the price will decrease when the fish is abundant. Many people cannot afford to buy fish. Why fish is so expensive? The Government (through 

National Directorate of Fishery) intervention is needed to fix the situation.  
 

Mr. Mariano da Cruz: 
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Our members are mostly fish sellers/negotiators. Our concern is how to build a good coordination among different stakeholders in order to 

build a good fish market in Dili. 
 

Elizario Ferreira: 
 

Credit Unions (CUs) have been established after the independence of Timor-Leste in 1999. The number of cooperatives in Timor-Leste is 31, 

with one umbrella Federation of Cooperative in Timor-Leste. Our objective is to strengthen the member-owned institutions. 
 

Aleixo L. Amaral, (Focal Point of CTI, National Directorate of Fishery): 
 

The government, through MAF, has been supporting the fishers. We will work closely with FAO in order to enhance the access of fishers to 

cooperatives.  In order to have an impact, the important matter is how to transform the poor mentality of the fishers. Apart from that, how can 

we create a better coordination in the future to better answer their needs? Example: Introduction of new fishing technology.  
 

Lince Dessy Fonseca (NGO Paz Dezorolo):  
 

We support a cooperative that consists of 5 groups. Its total members are 67 people, of which 18 are female and 49 are male. This cooperative 

has not been registered in Ministry of Justice. Some of the group members borrow money but they usually experience problems to repay on 

time because of the poor catches. We provide a motorbike as a prize for the well-performing group. The fishers need to be introduced how to 

manage their loan in a more productive way. For example they have to save the extra income they got during the good season, and use the 

extra income to cover the settlement during the bad season.  
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Through this meeting, we get knowledge in finance management.  Our groups are still facing problems in managing the cooperative and its 

financial services. Our concern is that if these problems are not solved, we will not reach the long-term sustainability. The cooperative will close 

when the project finish.   
 

Our plan for next year is to support the fishers in Lorehe, Lautem District. Their main problem is to access to market. The roads in Lorehe are in 

bad condition. There are three groups of fishers with a total member of 40 (female 13 and male 27).  
 

Mr. Francisco Xavier, Directorate of Cooperative (MED): 
 

The cooperatives in Timor Leste can be classified in two types: 1) Financial Cooperatives and 2) Non-financial cooperatives (total members 70). 

The NDC will support the cooperative based on the received proposal. The criteria to be filled by the cooperative are: 
 

- Compulsory savings, and upfront membership fee;  

- Total member up to 15 people; 

- Business plan; 

- Structure established.  
 

Function: The NDC function is to facilitate the cooperative, regulation etc.   

The Department of Education was established within the NDC, with the responsibility to receive the all proposal and provide service.  
 

Credit union – member of a Federation, which is responsible for the capacity building.  



 

 

 

 

 

 295 

Lack of knowledge and capacities of the cooperatives’ members are the main issues in Timor-Leste. The budget limitation and Human 

Resources in the NDC have prohibited the NDC to serve all the cooperatives in Timor-Leste. This workshop is important to us in particular on 

how cooperatives can access information on financial issues.   
 

Future: to improve knowledge and capacity, all participants should participate and share their experience among members of cooperative.  

 

Mr. Benedicto Bayaua: 
 

Ideally, the activities of cooperatives should be multiple (multipurpose cooperatives). Hence, in addition to their savings and lending activities, 

cooperatives can set up their marketing and distribution units. Likewise, allied activities can also be established.  In the Philippines, there is a 

cooperative that has built its own school for their children and for other non-members; children. In Thailand,  cooperatives establish 

supermarkets, gas stations, bottled water distribution and even local hospitals.  

NDC makes sure that the prevailing cooperatives have an  action plan and an appropriate established structure. 
 

Institution of Microfinance Timor Leste MFTL: 
 

IMFTL was established in 2002. We have not yet support fishers but we plan to provide more support in the future. 

 

Mr. Francisco Xavier, Directorate of Cooperative (MED): 
 

Credit Union was established in all districts (13 District) but most of CUs are in Dili.  

 

Mr. Pedro, National Project Officer of RFLP-TIM (FAO): 
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FAO is actually trying to identify National Consultant for microfinance but it has not been successful so far.  Therefore, FAO invited APRACA 

from the Regional Office in Bangkok to support us in relation to Output 5. The results of the APRACA visit will be incorporated in AWP 2011.  
 

To answer to the NDC questions:  
 

- We will discuss more details about what we are going to do; 

- Identification of activities to be implemented shortly; 

- Training on literacy will probably be the first activity under output 5. 

 

Mrs. Lola: 
 

The NGO Moris Rasik conducted study on literacy and 99percent of the respondents cannot neither read nor write. We have experience in 

providing specific module on introducing numbering (the client know number1 -1000). Because the client must know cash flow, budget plan 

etc.  The pilot project was done in December 2010 but no evaluation yet.  
 

Mr. Pedro, National Project Officer of RFLP-TIM (FAO) 

We will discuss in more details with Ms. Lola (NGO Moris Rasik). 

 

                                                                         -End of minutes- 


