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THE PAST
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Absence of a comprehensive government policy
on credit
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Proliferation of subsidized government directed
credit programs (DCPs)

BURF AR BEAMU I H K95k
Weak private sector participation in credit delivery
due to extensive government competition
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THE BEGINNINGS. ..

Feedback/studies show that government directed--credit programs
(DCPs) are |neﬁectlve and inefficient
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A broadA broad--based private multi—sectoral group (Social Pact
on Credit) calls for credit policy reforms
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The Pact became part of the Social Reform Agenda—the
government’s blueprint to address poverty...
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To meet the challenge, the President created the National Credit
Council (NCC) in October ,1993
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PRESENTATION OUTLINE

The Past
TS
The atlonal Credit Council

What were done
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The Natlonal Strategy for Microfinance
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Regulatory Framework for Microfinance
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Important Lessons
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THE PAST
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Fiscal losses due to low repayment rates of
DCPs
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Lack of access by the poor from formal credit
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stainable private financial institutions

dent on government cheap funds
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THE NATIONAL CREDIT COUNCIL
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Composed of nineteen (19) representatives with the
Department of Finance as Chairman

FH 19NN BT 41 R 3= e

Government Regulatory bodies, financial institutions and
line agencies |nvolved in credit delivery
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Private-sector associations representing, among others,
banks, cooperatives and NGOs
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NCC S OBJECTIVES

Rationalize government directed credit programs
(DCPs)
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Develop alternative credit delivery mechanisms
to |nvolve greater private sector participation
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Create a conducive credit policy environment
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AND, WITH STRONG PRIVATE SECTOR
INVOLVEMEN

The National Strategy for Microfinance was
formulated in 1997
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A vision of a strong and viable private microfinancial
market
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Four (4) basic credit policy principles
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A microfinance framework and an identified action plan
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ULATORY FRAMEWORK FOR
1Y ICROFINANCE

BASIC PREMISES
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—Deposit-taking institutions are subject to prudential

regulation and supervmon
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—Microfinance NGOs that collect savings will be
encouraged to transform into banks or cooperatives
subject to prudential regulatlon and supervision
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WHAT WERE DONE
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Complete inventory of all DCPs implemented by
Government
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Series of credit policy-related studies including an
evaluatlon of the programs
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Workshops, meetings and dialogues with key
stakeholders from the private sector to validate the
findings and recommendations
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WITH THE STRATEGY
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Four 4) Ieglslatlve laws were passed

vernment agency circulars were approved
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| operating manuals were amended
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A Regulatory Framework and a Uniform Set of Performance Standards for
all MFIs were established
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THE REGULATORY FRAMEWORK FOR

MICROFINANCE

Mlcroflnance will be streamllned within banking
operation
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Banks engaged in microfinance will continue to
be regulated and supervised by the Bangko
Sentral ng Pilipinas taking into consideration the
unlque pecullarltles of microfinance actnvnty




THE REGULATORY FRAMEWORK FOR
I\/IICROFINANCE
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The Cooperative Development Authorlty is the
government regulatory authority for credit
cooperatives
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Supervision and examination of cooperatives
will be undertaken through partnerships with

THE REGULATORY FRAMEWORK FOR

I\/IICROFINANCE

Microfinance NGOs will be required to regularly submit
basic information on their activities to the Securities and
Exchange Commission for transparency

of the Philippines, the largest
private sector network of microfinance institutions in the

country, will be the repository of information for non--

deputized cooperativefederations and unions regulated NGOS,
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W * TO PROVIDE THE POOR GREATER ACCESS

TO FINANCIAL SERVICES, GOVERNMENT
SHOULD PROVIDE THE APPROPRIATE
. HieIg— A ENABLING POLICY ENVIRONMENT TO
: represenlallon isan effectt)l\/deyvvevllwtgeffsllglon;rEog]tfr!tL:oi?s(:;)ot)rﬁlcy STRENGTHEN THE PRIVATE SECTOR IN
e i, KUK TR THE DELIVERY OF MICROFINANCIAL
e SERVICES TO THE POOR

1
 Private sector ownership of the reforms can ensure continuity
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« Institutionalization of the reforms through legislation and executive fiat
can mitigate policy reversals
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