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Asia-Pacific Economic Co-operation

“Accelerating Financial Inclusion in Asia and
the Pacific: An Operational Dialogue on
Innovative Financial Inclusion Policies”

Hawail, 15 September, 2011

“Financlal Inclusion — A Conceptual Framework™
Ms Ros Grady
Ad]. Professor of Law, Unlversity of Sydney
Financlal inclusion — Regulatory Design
gradyros@gmuoli.com

THE TOPIC

Under the umbrella of the theme “Financial
Inclusion — A Conceptual Framework”, we will
discuss the topic of “Advancing Financial
Inclusion through Integration in the .
Government’s Strategic Plan and Formulation of
Innovative Financial Polices”

OUTLINE OF PRESENTATION




What is a “National Financial
Inclusion Strategy”?

+ There Is no currently accepted definition.

« However the CGAP working definition In'a microfinance
context [s:

“4& publicly approved document developed through a
consultative process aimed at increasing poor pecple’s
access to finance”

1) Natfonai Strategy Pecumant vaually includen
« MPF Sector Gveryiew

~ Vision forthe sector
« Strateglc Okfectives
= plan for Reforms

2) Elaboration Procen!
— Dlagnostie, consultation, document writing, edoption and Implementation”

Source for slides 4,5 and 6; *"lessons fearned on Nationol Microfinance Strategles” , gresen tatfon
by Erle Dufios, Senior Mirofinance Specialist, CGAP May 2011 for CGAP / Tunis
videoconference,

)

Countries which have National
Microfinance/ Fl Strategies

REGION i COUNTRY

ASIA Cambodia, Indonesia, Lao PDR, Nepal, Pakistan,
Philippines, Vietnam

AFRICA Benin, Burkina Faso, Cameraon, DRC Congo, Congo
Brazzavilte, Cote d'ivoire, Ethiopia, Gambia, Liberia,
Madagascar, kali, Malawi, Mautitania, Mozambique,
Niger, Nigeria, Rwanda, Sierra Leone, Senegal, South
Africa, Tanzania, Togo, Uganda, Zimbabwe

EUROPE AND CENTRAL | Kyrgyz Republic, Russia, Uzbekistan
ASIA ’

MENA Egypt, Jordan, Syria, Yeman

Minimum Timeline for National
Microfinance Strategy

Sector
26
manths

diagnosti

Consuitation

: 612
months

Documernt
Wiiting

Adopt,
Implement
& Revise




An Integrated | Financial Inclusion
Policy: who to cover?
 Consider whether the Fl strategy is only

focussed on the micro end of the market or
SMEs as well i.e. the entire “MSME” sector

* There is an increasing focus on the need for
SMEs to have access to finance: see, for
example, “Scaling —up SME Access to Financial
Services In the Developing World”, November,
2010 report of the SME Finance Sub-Group of
the G-20 Finance Inclusion Experts Group

~An |ntegrated Financial Inclusion
Policy: the Diagnostic

: _ﬂéaﬁ!a{af :
Context

Sourgerslides Gul 11 Senay Sanen, Monoging Dirscter,
Tourl Syazegy Comutiag it hiinciunsntiecd fufal

An Integrated Financial Inclusion
Policy: the Diagnostic

; Market cuntext. [:5:3 flnanciai ;ENiCPS supply and demand (meqqure lﬁ) fmanml
“Institutton typss, businass sectors, govpmment support, -canital markets, competition, :
'gengraphy mar&et' la lnrpnr.ps, governanr.e .
ssues S

:-Regulatanj conexise. & legal mfrmtructure fur 1’manclai inr!ituﬂon and products, cap!tal
markets, contract enforcement, Jega! entities, securitles, credit bureaus; pioperty thie, :
wlient S invester protectivn, intetmediarive, business stor - “ups f goveriance, terest rate 4 )
-fees contiols, AML/CPT, trade, competit o, lnteilnctual properw, rlvacy, lahou_r. taxation, -
lnsoiuencv and e- commerce - DERTRCR : : : s




An Integrated Financial Inclusion

Policy: the Diagnostic

An Integrated Financial Inclusion
Policy: the Consultation Process

+  Allatakeholdereshould be Invalved Inthe profect including:

Minteters and thelr Depsrtments

Eegulaiarn

Govamnment exencios (o4, poat offices In Telaticn to branchlen benking) :
ﬂnnncl]ul Institutions = i typan and for allzsrvices (.8, srvings, credlht, paymenty, lansas, Insuranzs,
106Uritles, Fensions}

Telecommunication companlas

Technology supplint

Stock exchangal

Sudielary

Loga! profestion

Industry bodies

Commarca ausoclations

Secter spaciiic ascociationa .. for waman, youth)

Consumazz and small burinass eociations

Donoss

Invartorns

Consuftants who have provisusly advisad on televant lailes

1111

T PR ELNRE N

Consideratl I 1 it uvehstd and busingss demant for
DR PRI S gt e nd s et

s Consider the approach taken In ofher Jusisdictions = hut remember &l policiss should ba context spechic!

i

The Project and the Stakeholders

Financial
instizutions

Regulators @

3 Teleos /
"t‘,';ﬂﬁ? technology
FInancial Inclusion providers

Strategy &
Implementation

Capital
rmarkets

Lawyers /
Judges

Consultants




Innovatlve Financial inclusion Policies: the
Products, Channels and Identiflers

Consider suppoert / removal of impediments for:

Innovative products: e.g. group lending, branchless
banking, hybrid debt- equity products, venture capltal,
private equity, bundled products (e.g. credit / Insurance),
‘green financing” products : :

*Innovative channels: use of third parties for delivery of
financlal services {e.g. post-offices, air time resellers,
small, community based MFis taking deposits for banks)
and delivery of financlal setvices through mobile phones
and the internet) ‘

*innovative identiflers: bio-metric Identiflers and use of
third parties for AML/CFT ldentiflcation purposes

“Innovative Financial Inclusion
Policies: Development
A possible approach to facllitating financlal incluslor through new
technologies and channels could apply the following principles:
*Recognise the need for regulators and Industry to collaborate

*Adopt a light — handed “wait and see” approach to regulation

*Encourage multiple regulators to communicate, collaborate and have
clearly defined roles

«Regulate by reference to activity and relevant risks rather then the
type of institution performing the activity

*Facllitate the use of third parties / Intermediaries, whilst maintaining
the responsibility of financial Institutions

*Provide for flexible means of Identifying clients for purposes of
AML/CFT laws -

*Understand specific demand/ supply microfinance [ssues
*Pay special attention to financial literacy in this context

1t

Integrating National Strategies with
Global Standards and Ini?_iatives

‘G20 Principles on Innov ancial Inclusion




innovative Financial Inciusion
Policies: the G20 Principles

A key resource is the G20 Principles on innovative
Financlal Inclusion - . :

2009 Pittsburgh Summit: G20 in effect became the
“global financial architect”. “ We commit to Improving
access to financlal services for the poor. ... promote
successful regulatory & pollcy approaches & elaborate
standards on financial access, financlal literacy, and
consumer protection.” '

Financlal Incluslon Experts Group {FIEG) formed with
two Sub-Groups: SME Finance Challenge and Access
Through Innovation. FIEG approached SSBs.

is

Innovative FinanCial Inclusion
Policies: the G20 Principles

' 2010 Toronto Summit: Principles on Innovative Financlal Inclusion

approved (G20 Principles). Principles about creating an enabling
?OEEEWI and regulatary environment for Innovative financlal
ncluslon .

2010 Seoul Summit; Global Partnarship on Financlal Incluslon
formed to: advance G 20 Principles; encourage S5Bs to take
account of Principles; Increase accass to private financlal services;
strengthen means of measuring extent of Fl

GPF! came out of Multi-Year Action Plan on Davelopment which
included as one of its pillars a commitment to ¥ Increase access to
finance for the poor and small and medium enterprises (SMEs)"

Innovative Financial Inclusion
_ Policies: the G20 Principles

Lendarship: Cultivate a Broad-besed government commitmant to financlal
Incluston to help affeviate poverty.

Diversity: implemant policy approaches that promote compatition and provide

. market-based incentlves for dalivary of sustainable financlal access and usega of a

broad ra n;;a of affordable sarvices (sevings, credlt, payments and transfars,
Insurance} as wall os a diversity of service providars.

Inngvatlon: Promote tachnological and institutional Innovation as 2 means to
expaknd flnancial system actess and usage, Including by sddressing Infrastructure
weaknesses, .

Protection: Encourage a comprehansive approach to consumer protection that
racognlses the rofes of govarnment, providers and consumers.

Empowerment: Devafop financlal literacy and financlal capabliity,

18




lnnovative Finané_ial Inclusion
Policies: the G20 Principles

* Cooparation: Create an institutional environmant with clear lines of accountabllity
and co-ordination within gavernment; and also ancourage partheiships and diract
consuftation across govarnment, business and other stakeholders.

*  Knowledge: Utllize Improved data to make evidenrce based polky, measire

rogress,'and consldor an Incremantal “tast and lears® approach accaptable to
oth regulator and service providar, .

*  Proportionafity: Bulld a policy and regulatory framework that is pr?ortionate
with the risks and banefits lwolvad In such innovative products and services and is
based on an understanding of the gaps and barriers in axfsting regulation,

*  Framswork: Considar the following in the reguiato?framnwork, reflectin
International standerds, natlonst circumstances and support for @ com potitive
landscape: an agrmprlate‘, flaxible, risk-based Anti-Money Lsundering and
Combating the Financing of Tsrrorfsm {AMIL/CFT) regime; conditions for the use of
agents e a customer Inteiface; a claar ragulatory regime for electronlcally stored
vahie; and market-based Incentives to achlava tlie long-term goal of broed
interoperabllity and intarconnection,

i)

International Standard Setters and
Financial Inclusion |

gl g
i

Client Protection initiatives

*  Why s consumer / smali business (cllent} protection Important?
*  Global Initlatives on consumer protection:

— CGAP: a suggested starting polnt for developing countrles: transparency, falr
treatment and affectlve racourse; Source:

— World Bank Good Practices on Financial Consumer Protection: used for _
consurier protection and financlal [teracy dingnostics and self- assessmants,
Consultatlve draft released for publlc commant:

HEL L HELeE JA F A

= SMART Campaign Client Protaction Principlas : lapproprlnte product daslgn
and dellvery, transparency, prevention of over-lndebtedness, responsible
gﬂclng, fair and respectiul treatment of cllants, privacy, complalnt resolution:
OUrce: arg '
mlgrokinance-ang-the-gllent-profection-princlp! ) o
* Consumer protection diagnostle wark belng undertaken by tha World
Bank and CGAP

Il




Key Policy Principles

Encoursge Innovation

k-3

What could go wrong from a
regulatory impact perspective?

*» Fragmeniation of institutions and the regulfatory framework reaufiing In the lack of @
coherent and coordinuted regulatory systam,

» Confution obout dlviston af respansibiities between independent reguiatary bodlex
and theeorrespanding minintties,

» Different *degraes” of autoncmy, or aven a lack of auonomy, faced by spacific regulatory
bodles.

» Loose connection to overall natlanal public pelicy formulgtion, espectaliy as a result of
the weakness of the ministrias and ather public policy badies.

» Multipheity of orgonfzational and Instituttenal models that differ from one sector to
aniother and hinder o common interseetoriaf approach,

« Multiplicity of tegulatory Instruments tsed ot ogancy lsvel that obstruct tho exchanga
of expetienzes and the learning process.

« An underdeveloped cuflure n}' oeequntabliiy and precariows use of Inurum ents that
would Increase trarsparency.”

Spurce: Atketa Pecl and Fliipe Sohral *Regulatory Impact Assessiment: How

political and organizationa| forces influence its diffusion In a developing coun rry"{
Regulation & Governance (2011 5, 204-220}

i3




Conclusions

nose the Fl issues inalt contex

28

RECOMMENDED READING

* The Blue Book:

RECOMMENDED READING

« Access to insurance Initiative

lnltlative htrhl

* Deposit Insurance: http://www.iadi.org/
* CGAP Publications:







CRAFTING FRAMEWORKS FOR
EFFECTIVE FINANCIAL
INCLUSION

The Philippine Experience

Accelerating Financial Inclusion in Asia
and the Pacific

Wailkiki Resort Hotel, Honolulu
September 15, 2011

UNDERSECRETARY GIL: 8. BELTRAN
Department of Finance — National Credit
Council

Philippines 4§

WHERE WERE WE BEFORE

= Absence of @ lack of access by

financial inclusion the poor from
policy _ formal financial
services

» Proliferation of
subsidized #» Low outreach of
government credit | mmeo, government credit
programs : programs

& Unsustainable ~ |= Undisciplined
private financial borrowers
institutions .
dependent on s Weak private
igoxaeﬁmment cheap sector participation
111 .

MEETING THE CHALLENGE

Government
Regulatory bodies,
financial institufions
and line agencies
involved in credit
deiivexry

NATIONAL
CREDIT
COUNCIL

Private-sector
associations
representing,

araong others,
banks, cooperalives
and NGOs




PROCESS UNDERTAKEN

Complete inventory of all
credit programs implemented
by Government

Series of credit policy-related
studies includingan
evaluation of the programs

Workshops and meetings with
| strong private sector
{ participation

" WITH CONSENSUS

-
Greatey private
. i secior
articipation
Vision of strong B P
and viable MFls o
Govt to focus on
Hafional Enabling
Environment
Strateqy and 4 Basic Policy
Regulatory A
Frarneworkfor rinpiples .
Microfinance Markel_oriented
Microfinance
Frameworkand pes————
Action Plan Covt non-
- 1 participationin
| credit delivery
Moo/

THE NEW PARADICM




' TO ENSURE ADOPTION. ..

 ASNAPSHOT

- igeb- 2@
Tsvws, Rulcr

1999

Rationmalization and
| af Gavernment Regulations
1597 - - Directed Credit Easued
- Hational l*x_ulgra:_r?m

- Stralegy axd

1983 ~ Regelatory o ’ .-
TNatiswmal . Framewoxic : B

CCredie | der -
. Councit - Micrefuance

craated




 ASARESULT...

Hgrivuitr Fihesies Federniation o1
Ensial Retorm and Toveniz Allrdiaton fat
» . ltn ‘k 25 LR - i‘ﬂ "
Barmagoy Wislnsiness et -
Oribus Sivalt and Bladivm Businesd Ermoiptisas Rot .
b !
- |+ Eznautive Order
+ Gayernmant Agensy Issuances
- Canal Bank: Cireolas
§ ¢ Eauendmenit 1o Crpeiig Mantals of GFFs ;
i ; . A
"
» ey Set of Performance Sreudards for Mieroh -Qp
o

- ECONOMIST INTELLIGENCE UNIT |
_STUDY ON'MICROFINANCE 2010

‘® Ranks the Philippines among 84 countries:




WHAT HAVEWE LEARNED

Strong government-

private sector _ovﬁ;l;?;ii;egé‘:;e
collaboration imperative refOTInS GNSITES
for critical financial continuity
inclusion reforms \_ -
Anindependent body /" Institutionalization of
with mudti-sestor the reforms through
representation is an legislation and
effective venue/fora for executive fiat can
conlinuous policy mitigate policy
L\ dialogues . reversals

WHAT HAVE WE LEARNED

Capacity building
agsistance is more
[ important rather than
government
subsidized credit
funds

Less direct \
government
intervention enhances
competition, lower

interest rates

Setting standards builds artl develops
sirong, effective and sugtainable
private financial entities

THE CHALLENGES AHEAD

g th oling envi
nicrofinance clionts




Financial Inclusion provides
the poor opportunities for
growth and access to risk
protection against unexpected
and unforeseen events




Peruvian Credit Information
Registry (CIR) &
Financial Inclusion

]
#

Agenda

CIR Charvacteristics
¢ History

¢ Obijectives

¢ Information

¢ Validation

¢ Practical examples

Impact on Financial Inclusion

¢ Benefits to microcredit and financial inclusion
© Evolution of microfinance

© Doing Business Evaluation




theltlet .t

Credit Information
Soimier credit

lmitadto
 information of
caftaln prodicts
(20 cipprox.
Including

[tfbnﬁdéﬁl::‘ul .

reghfiy} was . -

Anoxdemal
consultant L
davelopada . -
dmplfied System -
whichonly -~ -
validated the .
integrily of e dota,
The minimum credit .
exposure thieshold |
was eliminafed.

mollateray . .

- creéfed due o
chvl anid texes,”
ragisty

$BS codels - .

. cisorgantzation

CIR: Objectives

¢ Tool for credit risk management

@ Supply credit information of all debtors in the financial system to every
financial institution and to the private credit registries.

€ Financlal Institutions (FIs) can access this information -on SBSs
axtranet website.

& Off-site credit risk supervision

¥ Quarterly reports on gecgraphic concentration risk.

¢ Quarterly reports on economic groups and industry concentration risk.

¢ Ad-hoc reports on the realignment of debtors” credit risk classification.

& Stress tests of loan loss reserves and capital requirements.

& Analysis of the evolution of credit risk and default rates, by company
and type of credit.

@ Analysis of foreign exchange credit risk and over indebtedness risk.

¢ PD, LGD and EAD preliminary data.




Sl 57

CIR: In

ormation

No minimum exposure threshold: The CIR consoildates the information of
ali debtors of the financial system.

Report included as the Annex 6 of the'NAM (new accounting manual) and
sent (via CD or DVD) on 8 monthly basis.

Includes debtor information (4.8 MM, 5.8 MM Inciuding write-offs) and
accounting -records {40 MM registries). The accounts Included are
dynamic: they can be added or deleted with few changes on the system,.
Currently, we have over 1,000 accounts.

The information Is consolidated and sent to private credit registries and
other public sector entities. :

The CIR also includes information on collateral and closed current
accounts (Default on current account payments are published on the wab
and an an official newspaper).

" CIR: information

FES Code

Hll regls
12 humbers /,--m-
Clients  ——— o Texreglly

\ Enterprise raglstry
T Companias
' Tygo ofclient . e DTROTES
_ —Rem =< (ndMiuals
) L Bross sales orale

< Economlz seglor
Ralatan with tha reposiing hank
Chi isfics .~ Marita) stalus
Gender
Country of residence
Gred exchange risk
Rugulglory

Addiffonals Classiivation \4 Inteomat
- . Pagt due Indicator

B

Accounts




CIR: information

Investmanls 8 Devivatives {any nominal values)
Coranitad ines: Ungrawa & Totaf tonly for personal ereditcards)
Ciienis collateral and guaraniass
£p o
Time p Corparale
! Micra cregit
ioans e
— . _Refall ~ Personalioans
~ Debt - AN
rd Sl i Resldential mongage

©_Ingiract

Accounds |
Accounts \ ) Cradi cardg

e Progusis Ddroncs aeeauns
™ Qvendrafts
Ravaving loans

Additionals Cunapt

- Situation " Restuciured 4 Refranced

- Pagtdue, Recoyary & Wiita-ofls

Curreney

CIR: information ,

Cilenis
CiR ACCounts
Brata Pastdua days for debt! days from the lagtvaluatios for collaleral

Agenty (gungranmcal location In Peng

BExnasure to credit- fovelan exchange risk

_ Accounts dutalis by .. ¢

Credit courlerparly substitulion
Faciliies ct g bank's obligal

Spechsl spritions_ -
<

Qollateral goequalsly cegislered

o
Autdlitionals
A

Gugrardess (detalled)
Exarnalreporis < Glased arcounts
Creditfransier
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Benefits to m:crocred:t and
financial inclusion

¢ Readily available and reliable source of information on the credit
history of potential and current clients.

¢ Plays an instrumental part in the credit evaluation process:
¢ Provides up to date information on clients’ credit payments.
@ Assists In analyzing the character of clients and their tikelihood to
pay.
¢ Indudes information on debt wrltten off, regardless of how long
ago it happened.

% Enables a better assessment of over-indebtedness risk — one of
the main sources of risk microfinance institutions face,

¢ Reveals clients” debt that might have not been discltosed in the
application process.

% Shows lines of credit and hence potential future credit exposure.

BT Al

Benefits to m:crocred:t and
financial inclusion

¢ Necessary for an effective credit monitoring process

¢ Monthly updates allow for the development of early warning
systems and subsequent corrective actions to be taken.
¢ Timely identification of late payments at cther institutions or a
sudden and significant Increase in debt levels.
¢ Identification of how the credit composition of a clients’ loans
changes (consistent increase in cash withdrawals from credit cards
and non decreasing loans might reveal a liguidity problem).

@ Aliows for the development of internal risk models
@ Historical data on debt levels by types of loans, debtor risk
classification, debtor industrial sector, loan currency,
collateral, etc., enables the development of differentiated
credit risk models. Certain microfinance institutions have been
developing scoring systems to assist them in credit origination
and monitoring.

¢ Establishment of preliminary PDs, EADs & LGDs,




The growth of microfinance Microfinance loan balance and

loans  (total - commercial number of debtors evolution
loans <$100,000) has been 35,000 2,500
very dynamic, Increasing at .

an average annual rate of /
18.7% in the last ten years

20,000 — 2,000

15,000 // 1,500
19,000 / 1,000
5,000 2

g 500

compared to the 11.5% of
the total credit market.

The microfinance lgan
balance in the Financlal
System is Sf. 22,787MM
which accounts for 15% of
ali loans, compared to 8% in
2001, :

The microfinance loan
portfolio is comprised - of
credits to 2.2 MM debfors.
On the other hand, 8.2% of
alf loans outstanding were - -

Microfirance loan balanca (8/.MM)

- . .y o & D
originated by mlcrofinance g g R ey
institutions (CMACs, CRACs, &G G e Y

——Loan balance -~ -Debtors

Edpymes).

Number of microdinance clients (MY

l, : . — % s
Doing Business Evaluation

Depth of credit information (on private or public CIRs):

<
G
&

®
&

Both positive and negative information

Data on both firms and individuals

Data from retailers and utility companies as well as financial
institutions .

More than two years of historical data

Low {or no) threshold: Data on loan amounts below 1% of income
per capita

By law, borrowers have the right to access their data in the largest
credit registry or bureau in the economy.

Peru scored 6 out of 6 in the Depth of Information Index of
the Doing Business Evaluation. This is one of the main
reasons why Peru is ranked 15th (out of 183 countries) in
the accessibility of funding through the Financial System
(Getting a Credit feature). Overall, Peru is ranked 36th in
the Doing Business Evaluation.







- Registry for Movable Assets:
Easing SME Access to Credit

Su Lin Han, Esq.

Movable Assets as Collateral

# SMEs financing constraints
# Guarantee or pledge of assets critical
# 92% of US small business loans are secured

& Movable assets as primary sousce of collateral owed by
SMEs
2 Bquipment
# Inventory
= Receivables
# Need to develop modern collateral law system to improve
access to financing by SMEs

Legal and Institutional Framework Required

% Pledge law traces hack to ancient times
- @ Possession is key
% E.g., pawn shop, warehouse bill of lading
» Modem collateral law allows NON-POSSESSORY pledges,
opening the door 1o new types of assets which can be used
by SMEs to obtain financing, e.g.
% Awtomobiles
1 Changing pool of assets such as inventory

» Tntangible and future-acquired assets such as accounts
receivable - -

w Intellectual property rights

M
#



g 0B

=

#

| Pillars of Modern Movable Collateral Law
Framework

Broad scope of permissible collateral

Ease of Creation .

Centralized publicity system for pledged assets
Clear priority rules

# Effective enforcement

A well-functioning system requires all four elements to be
established, Typically this entails both legal 20d
institational reforms which require changes to the existing
collateral law, registry practice as well judicial enforcement
DPFOCESS.

®

2

jiicd
g

Registry for Movable Collateral:
Why We Should Care about Filing

Registry for movable collateral enables lenders to take nan-
possessory pledges against all types of movable assets,
-tangihle or intangible, presently-owned or future-acquired.
Filing reduces risk of lenders by making pledges in
movable collateral transparent
Filed notice tells = prospective pledgee information needed
to make lendiog decisions, such as .
% Whether pledgor’s assct may be subject to a prior pledge
w Contact information for existing pledgee so information |
' can be obtained on prior pledge in the same collateral
Filed natice establishes beachmark hy which priority mles
can be applied

Characteristics of Modern Movable Collateral

g

g

=

R.egist;:ies

Notice filing—Limited Purpose
# Notice of pledge
® Securing priority
% “Filing” vs. “Registration™
Single, centralized registry archive for pledges of all kinds
of movable property
'Web-based filing and searching:

® Unique identification. of notices

# Maximum tragsparency—minicaum restraints on access to

information




Notice Filing Concept

= Relationship of parties established by pledge agrecment,
which is not filed

. & Registration effected by submitting to registcy only basic
information ahbout a creditor-dehtor xelaﬂonshq}.

» Identity and Address of Creditor
» fdentity and Address of Debtor
+ Description of collateral

NO OTHER DETATLS OF THE RELATIONSHIP

Benefits of Modern Movable Collateral
Registry

iz Aecuracy: User enters information

1 Speed: Instantaneous filing and searching.
iz Accessibility: 24/7 access from any place
3 Cost effectiveness: Low cost and fees

T Simplicity: Minimal requirements

21 Rule-based decisions: Uniform, practices and. standards fox
all users; ceriainty of resuits

China Experience: Before 2007

%t Collateral legal system prior ta 2005 severely inadequate to
support SMEs to obtain financing vsing mavable assets as
collateral

@ Reswictive scope of permissible collateral

i Excessive formalities required for creation of pledges
% Absence of a centralized publicity system

% Lack of clear piority rules

w Slow and costly enfarcement




China Experience: Post 2807

B 2.001 Property Law introduces key elements of modern.
movable collateral law .
# Expansion of permissible collateral to include inventory
and receivables
s Establishment of centralized, modern receivahles
registrics
& Issues not addressed by the Propesty Law
# Lack of clear legal guidance on key issues such as effect
of registration, priority rules and enforcement
mechanisog, '
w The mavable collatetal registry system remains highly
fragmented,




THE PHILIPPINE GOVERNMENTS RESPONSE
. By. Dir, Joselifo Almario -

FINANCIAL INCLUSION AND
MICROINSURANCE

MAJOR FINANCIAL PRODUCTS
OF FINANCIAL INCLUSION

- Credit

Sa\riﬁgs

Payment
 Transfers

Remtittances

insurance

'POOR INSURANCE PENETRATION IN

LOW INCOME SECTOR
| ABBENCEQFPOLICY :

AND REGULATORY gl LACKOF

. Vaguaguvemment : + Nottallor-fitted + Distrust of Insurance
policy direction = Unaffordabla providers

« Unclear ragulations « Complexand » *| eave it to destiny”™
and guidelines on. complicated mentality
microlnsurance contracts « Noimmediate

« Hesftant providers * Cumbearsome benefits .

1 requirements « Additional financial

burden




AFTER MICROCREDIT, NOW

MICROINSURANCE
Work has begun Microinsurance National
with private Strategy and Regulatory
sector and Framework launched
technical p: —
assistance . N
support from the Government Circulars on
Asian Microinsurance lssued
Development \ . —
Bank (ADB) and ( A Financial
the German Perform: || | arnce Cteracy
International Standards || pevtement | A djgfa&y
Cooperation L : J
(GlZ)

INCREASING SUPPLY

DELIVERY ENABLING

PROVIDERS  wie GANISMS  ENVIRONMENT

frect Delivi
= thronens
“rzditionalmeans-

Cunplnsuran:e
2 Societies S
 Mutual Benefit -
-1 Associations: . |

INCREASING DEMAND

FINANCIAL
LITERACY

CLIENT
PROTECTION

INNOVATIVE
PRODUCTS

wahization of -
fornal insurance .

providers

ledressand.
grievance "

mechanisms

b of Alternative
- Displte Resolution

‘Refaved Terms and
7, Conditions .




MOVING FORWARD

PROMOTE PUBLIC- BUILD ON THE SUPPORT PRODUCT
PRIVATE SECTOR CONDUCIVE POLICY INNOVATIONS
PARTNERSHIPS BY AND REGULATORY | | THROUGH RELAXED
CONSENSUS BUILDIG ENVIRONMENT | |  REGULATIONS
BUILD CAPACITIES OF INCREASE PUBLIC
PROVIDERS AND AWARENESS ON
DELNERY CHANNELS INPORTANCE OF RISK
PROTECTION

IF MICROCREDIT PROVIDES
" THE UNSERVED AND
UNDERSERVED THEIR PRESENT
" FINANCIAL NEEDS,
MICROINSURANCE WILL PROVIDE
FOR THEIR FUTURE UNFORESEEN
AND UNEXPECTED FINANCIAL

NEEDS
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FINANCIAL PROTECTION AND
CONSUMER PROTECTION — THE CASE
OF THE PHILIPPINES

JOSELITO 8. ALMARIO
DEPUTY EXECUTIVE DIRECTOR, NATIONAL CREDIT COUNCIL
PHILIPPINE DEPARTMENT OF FINANCE

ACCELERATING FINANC!AL INCLUSION PDLICIES IN ASIA AND
ACIFIC: AN OPERATIONAL DIALOGUE

.WMEFHEMFL Honoluly, Hawall, September 15, 2011 |

CONSUMER PROTECTION

_.Open to Competitlon

unfalr busmess ‘practices -
v Educatton and Awareness
. Redress Mechanisrns

+. Protection from fraud and .

nancza"" ransparency and B




THREE-PRONGED APPROACH

THE PHILIPPINE SETTING

. Law or Secrecy of

Depasrts
.. General Banking
Act . . o
resolutnon bodies . Fmanmal Education :
Wlthln F|S . partof Business -
Deveiopment

S’erwces of MFls ‘

9/14/2011



MOVING FORWARD

» EXPAND FINANCIAL LITERACY TO ALL |
STAKEHOLDERS AND NOT ONLY FOCUS ON
CLIENTS

> WIDESPREAD ADOPTION OF ADRs AT THE
INSTITUTION AND LOCAL GOVERNMENT LEVELS

» BASIC FINANCIAL EDUCATION AT THE PRIMARY
LEVELS ‘ '

FINANCIAL
TRANSPARENCY,
EDUCATION AND LITERACY
'NOT ONLY EMPOWER THE
CLIENT, THEY EMPOWER
THE PEOPLE







