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- The German Agency for Technical Cooperation (Headoffice,

nearby Frankfurt) is the public implementing agency and
consulting firm for development co-operation working on behalf
of the German government
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- Established: 1975
IR 197568
- Staff: 9,500
RIH: 9, 500A
- Turnover: €880 m
HAHE: €880 m

- Projects: >2000 in more than 90 countries
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= _lp-many countries, government-operated credit schemes have failed to
deliver high quality, permanent financial services to the poor
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- In Africa and Latin America most state-owned banks have been
closed down
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However, in some Asian countries state-owned banks have been
successfully delivering financial services for the poor, especially
savings and payment transfers
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There are some examples where state-owned banks also
successfully delivered credit to the poor on a sustainable basis (e.g.
BRI, Indonesia)
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Role of Governments in Microfinance
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Setting a Conducive Policy Framework for Microfinance
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Motivations for Regulating Microfinance
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Key Sucess Factors

~Indonesia, Sri Lanka: Supporting the Design of a Conducive Microfinance Policy

inclugling an Appropriate Regulatory Framework (Indonesia)
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~Mongolia: Assisting in the reform of Agricultural Development Bank
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« India: Supporting the Linkange Banking Program of NABARD
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= Nepal, Sri Lanka, Thailand: Introducing new savings and credit products in state

owned banks
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« Kirgistan, Vietham: Supporting the reform of credit co-operatives
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« Vietnam: Supporting Reforms in Monetary Policy
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« China: Advising People‘s Bank of China in the rural financial sector reform, advising

the State Council on various laws (e.g. bancruptcy law, securities and investment

funds law, SME promotion law)
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Recent Consensus: Getting the framework right is a better way to
promote microfinance than direct gé)vernment interventions
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- onmotlng macroeconomic stability
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- ;;dnect SL%]JOFI to financial serwc%s for the poor through
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= Appropriate legal frameworks for contract enforcement and
collateral ri

ht:
B A RSl AR P SR

Appropriate tax systems that do not discriminate against different
types of financial institutions that provide financial services for
the pool
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Appropriate infrastructure to support the delivery of financial
services, especially in large countries with a significant share of
po&ulatlon in rural areas
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- Semn% conduclve pollcy framework
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~|»- Competing views on how a conducive *I* Depositor protection
frameWOVrk for microfinance .ShOUIFj look like - Safe and soundness of Financial Institutions
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Borrower protection
N

— Should microfinance be requlated by leqgislation at - High interest rates and mappropnate lending practices
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VSRR N 2 Xcﬁ(i}l%ziléoﬁfﬁ%:mfmance institutions
. . . . Access to additional sources of funds
- If so, which type of microfinance institutions RS ES MR ) )
should be captured under a Iegal framework? = gocr-r;melual funding (savings, commercial lending, bonds,
HJ H—I ST /NG BERLA BERS AE &1 FEEE) sk, RMREIEK, MRiEe)

— Wholesale financial institutions
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4(7 . . . . = Gwdmg principles when introducing microfinance
= Understand microfinance regulation as an integral part of reégulation

a strateglc microfinance policy framework ) 53NV ST 2 2 R
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- Avoid rushlng to regulate*
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Understand the motivations that drive different - Regulation needs a critical mass of
stakeholders licensable* MFI*
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L] Clarlfy on roles and concepts before drafting a law - Don‘t regulate WhatiY;\‘L u cannot supervise
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= Stakeholder consultation and collaboration is crucial
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—énabllng role of practioners and umbrella organisations
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= Education of policy makers and the general public on good
microfinance practices
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— Lobbying for adequate policy framework
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= Enabling role of donor agencies
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— Support to mature MFls in the transformation

Process
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— Support to strengthen the capacity of the supervisor
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— Support information exchange between countries
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