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The All-Party Parliamentary Group on Microfinance


CALL FOR WRITTEN EVIDENCE ON THE REGULATION OF MICROFINANCE
1. Since its establishment almost ten years ago the APPG on Microfinance has undertaken investigations into several aspects of the global microfinance sector. In 2011 the APPG published ‘Helping or hurting: what role for microfinance in the fight against poverty?’, a report based on our 7-month parliamentary inquiry. One of the areas highlighted for further research in this inquiry was microfinance regulation and how it affects microfinance institutions [MFIs[footnoteRef:1]] and their clients, and the APPG is therefore currently soliciting evidence on the topic. This is not a full inquiry, but will provide evidence for a parliamentary briefing and future events organised by the APPG. [1:  A microfinance institution (MFI) is defined, in this document, as any formal or informal institution that offers any sort of financial services to clients who could be considered ‘low income’ relative to local benchmarks.] 

[bookmark: _GoBack]2. The approaches to regulating microfinance taken by different national authorities vary greatly, but can be broadly divided into three categories: 1. Regulation of MFIs under existing banking laws, 2. Regulation of MFIs under microfinance-specific legislation, or 3. Unregulated microfinance whereby MFIs function as unlicensed organisations and self-regulate, or are licensed as some form of corporation or association but not as financial intermediaries. The structure of local regulatory frameworks, as well as how MFIs place themselves within such frameworks, can have profound implications for the types of services and financial products MFIs are able to offer. For example, it can be difficult for MFIs operating as unlicensed institutions to take savings deposits. 
3.  International initiatives such as the Alliance for Financial Inclusion’s Maya Declaration[footnoteRef:2] and the Global Partnership for Financial Inclusion[footnoteRef:3], the membership of which is primarily made up of national financial supervisory bodies such as central banks, are paying increasing attention to the regulation of microfinance in line with international banking supervisory initiatives that perceive regulation as a key component of healthy banking systems. However, it was generally acknowledged in the majority of evidence submissions to the 2011 APPG Inquiry that existing regulatory structures governing microfinance were inadequate. The Inquiry Report also contained a recommendation that donors, including DFID, play a role in encouraging and enabling more effective regulation of microfinance in developing countries. What was not agreed upon, however, was what would actually constitute ‘effective’ regulation of the microfinance industry. [2:  The Alliance for Financial Inclusion [AFI] is an international association of financial regulatory authorities from developing and middle-income countries who adopted the Maya Declaration at their 2011 Global Policy Forum in Mexico. The Declaration calls on member states to recognise the importance of financial inclusion and of sharing knowledge between parties, as well as pledges to examine how technology and other innovations can increase access and lower costs, how proportionate regulatory frameworks can deepen inclusion and increase stability, how principles of consumer protection and empowerment can be integrated into financial inclusion efforts, and how data can be used and shared to track results and inform policy.]  [3:  The Global Partnership for Financial Inclusion [GPFI] is the G20’s platform for working towards financial inclusion, which is defined as “a state in which all working age adults have effective access to credit, savings, payments and insurance from formal service providers. ‘Effective access’ involves convenient and responsible service delivery, at a cost affordable to the customer and sustainable for the provider.’”.] 

4. The heterogeneity of microfinance products, institutional forms and regulatory regimes across regions and countries means that it is very difficult to speak about ‘regulation of microfinance’ as a monolithic topic. The APPG call for evidence welcomes both discussion of general principles, including examining the issue from the perspective of DFID, the CDC and other donors, as well as seeking specific instances of good and/or bad regulation in order to put together case studies that could enable recommendations for best practice. 
5. The APPG will use the evidence collated from a range of international microfinance practitioners and experts as an evidence base for a parliamentary briefing to members of the APPG, as well as future events and advocacy work in the area of regulation.

RESPONDING TO THE CALL FOR EVIDENCE
We are requesting submissions from organisations and individuals to the questions listed on the following page.
The deadline for submissions is August 27th, 2012. Your submission should include the name and contact details of the person or organisation submitting the evidence. You may also include a short introduction to the submitter, for example to explain your area of expertise. 
The APPG is particularly keen to receive evidence and examples based on research and on the ground activities. Please include comprehensive references to any supplementary material (e.g. articles, reports or studies) that you would like to draw the APPG’s attention to.
If your submission is more than six pages long, please include an executive summary. 
Please note that you do not need to answer every question. Please feel free to only answer the questions that are relevant to your area of expertise.
Written evidence may be referenced in a briefing note that will be disseminated amongst APPG members. If you wish for your evidence to be anonymous please make this clear in your submission.
All responses should be either emailed to the APPG’s Coordinator at microfinance@results.org.uk or posted to 2nd Floor, 13 Maddox Street, London, W1S 2QG. 
Your details

Name	
Title and organisation 
Email address 
Telephone number 


QUESTIONS
1. How appropriate overall are existing international and national regulations governing microfinance? What changes do you think should be prioritised? Please give specific examples wherever possible.
a. Citing specific examples, what are the effects of existing regulatory structures governing microfinance (or a lack of regulation, if such is the case) on the operations of microfinance institutions? 
b. Citing specific examples, what are the effects of existing regulatory structures governing microfinance on the clients of microfinance institutions? 
2. Should client protection principles and/or impact assessment be integrated into microfinance regulation, and if so how can this be done? 
3. Is additional regulation of investors in microfinance needed? Which bodies should establish and enforce this regulation? Which areas should it focus on?
4. Can you provide specific examples of situations where regulatory reform has been successful, and explain how this was achieved? What circumstances enabled the improvements, and how were the reforms implemented?
5. To what extent is a lack of enforcement of financial or other laws responsible for problems in the microfinance sector, as opposed to the lack of microfinance-specific regulation and/or inadequate existing regulation? 
a. To what extent do shortcomings in general governance and legal enforcement capacity in developing countries affect the operations of MFIs?
b. To what extent do shortcomings in general governance and legal enforcement capacity in developing countries affect the clients of MFIs?
6. What role exists for MFI self-regulation or accreditation schemes in complementing and enhancing the impact of financial regulation of microfinance? Are there specific areas of microfinance activity for which self-regulation or accreditation can be particularly successful in augmenting financial regulation? Please give specific examples.
7. How can regulatory bodies encourage the provision of an appropriately broad range of microfinance products in order to expand consumer choice?
a. How can regulation be used to encourage MFIs to offer appropriate savings products? Please give specific examples.
b. How can regulation be used to encourage MFIs to offer appropriate insurance products, and what can donors do to build capacity to regulate microinsurance? Please give specific examples.
c. What should donors and other actors do to coordinate the efforts of international organisations and standards-setting bodies in order to maximise the availability, variety, and quality of microfinance products available to clients? 
8. What options exist for enabling oversight of microfinance activities in countries where state regulatory capacity is insufficient to adequately formulate and enforce legislation, such as in post-conflict or other fragile states? Please give specific examples where possible.
9. What should regulators of microfinance do to minimise systemic risks posed by microfinance, such as risks related to over-indebtedness, which threaten local financial systems? What role is there for donors and funders of microfinance in encouraging national regulators to take action on such risks?
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