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Background

Microfinance

The achievement of the internationally agreed development goals of the United Nations
agenda, including the MDGs, represents one of the greatest challenges of our times. As
microfinance (MF) directly provides low-income people the tools to protect, diversify and
increase their sources of income, it can greatly contribute to poverty reduction and economic
growth. It is also a means that donors and development actors rely upon in their cooperation
strategies to reach the poor and the society’s marginalized groups effectively.

The Monterrey Consensus, adopted by Heads of State and Government at the International
Conference on Financing for Development in 2002, explicitly recognized that “Microfinance and
credit for micro-, small and medium-sized enterpr72 s to protect, diversify au en6i
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country, however. Studies have found that countries take distinct and diverse approaches to
address the key matters in MF regulation. Many issues remain unresolved and need to be
urgently addressed in a multi-stakeholders environment.

Proposed project
T



0 Usury laws limiting interest rate on bank loans — when applied to MF they
restrict the sustainability of MF because of its higher transaction costs.

o Taxation of MF in areas of financial transaction tax and profits tax.



Consensus” is part of FFDO mandates.® The FfDO thus brings international policy perspective and
legitimacy to the process as well as the benefit of the UN’s convening power.

PlaNet Finance has developed expertise in the field of regulation since its inception. As part of its
consulting services, PlaNet Finance has been advising governments and undertaking a number of
studies and research on development of regulatory frameworks for inclusive financial sectors.
Recently, PlaNet Finance created a permanent unit on regulation. From a legal standpoint, PlaNet
Finance is supported by two international law firms: Orrick Herrington & Sutcliffe and Lefévre
Pelletier & Associés. In collaboration with Orrick and with the participation of CGAP, PlaNet
Finance organized a preliminary conference to discuss the issue of regulation in December 2006.
Thanks to its widespread international network, PlaNet Finance has the ability to rapidly collect
information on regulatory frameworks in many developing countries. In addition, PlaNet finance
brings the perspective of private sector investors through the experience of its investment
company, Microcred, investing in greenfield institutions in emerging regulatory environments.

As a non-profit international banking association, WSBI aims at strengthening its member banks
so as to increase their efficiency and promote their integration in the financial community.
Savings banks provide three quarters of the 1.4 billion identified accessible accounts in developing
and transition economies. WSBI was one of the main contributors to the Blue Book, supporting
the authors with case studies from WSBI members and the convening of a regional multi-
stakeholder consultation. WSBI has been working on the issue of regulation and supervision of
MF, advised by its Financial Regulation Committee and its Supervision and Capital requirement
Committee. It has produced several publications tackling the issue of regulatory environments
promoting a level playing field for MF providers and, more generally, enabling the creation of
inclusive financial sectors.

Other Partners

The FfDO, PlaNet Finance and WSBI welcome partners in the project interested in providing
substantive, organizational and financial support.
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3 United Nations General Assembly resolution 60/188 on “Follow-up to and implementation of the outcome
of the International Conference on Financing for Development”.






