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Funders Session

Chair: Annette Brooke

Panellists:

1. Sukhwinder Arora (SA), Oxford Policy Management

2. Marcus Fedder (MF), Agora Microfinance

3. Chris Bold (CB), CGAP

Welcome and opening remarks from Annette Brooke, MP

SA: Regulators have capacity constraints in many countries- can’t employ great people as pay isn’t competitive with commercial sector. 

Of all MFI’s reporting to MIX market less than 50% (in SSA) are showing positive returns- deters equity investors. 

MF: Distinguish between direct investors in MFI’s and those who invest in them ‘ultimate investor’- important for them not just to go for low-hanging fruit.

Mark Napier CDC- ultimate investor has a very important role in consumer protection.

CB: Judgements on appropriateness of public investment in companies that go on to make private money have to be made not on basis of structure but on client side- what happens to interest rates (ie. Compartamos’ has reduced rates since IPO) lack of capacity at DFID- need to rely on others with more capacity to check social impact of MIBs. 

Cornell Jackson Question: What happens when org that has been invested slips away from social goals? 

MF: If you have a minority investment you don’t have much influence- this is why Agora goes for majority investments.  Boards must have social performance specialists and committees. 

SA: Pros not very common, but can be implicit (set up for social impact)

CB: IFC has policy hat they will not take a majority stake and common with other investors too (Mark confirmed CDC doesn’t either) 

MF on what should be monitored: (possible financially)

-who clients are/income levels etc. 

What the products are and how suitable

· Price ie. interest rate

· Repayment schedules to suit client 

· Client protection and transparency- not as normal as it should be. Guard against over-indebtedness

· Staff treatment- are they fairly treated 

SA : if we want a sustainable monitoring we have to look at the incentives for reporting for commercial MF need to focus on protection principles. What is the lowest common denominator we can require? 

CB: huge value in having common metrics across industry, but orgs are in very different places and never fair to compare absolutely. 

Mark Napier agreed with Chris Bold for need for continued strong donor involvement in MF ‘act as the conscience of the market’ How do individual MF’s access that? Would be good if NGOs could access a pod of funding for social impact investments- targeted small investments.

CB: apex organisations set up in Afghanistan to provide support to MFI industry have been very active in social monitoring. Also, call for more RCT, especially long-term and on savings, payments and insurance as well as credit. 

Maude Massu: importance of using m and e systems to learn not just to report

Mark Napier: long-term research questions

Phyllis Santamaria: Need an inventory of what mechanisms are in place for implementing research
Sam Mendelson: How much moral responsibility do funders have to bear when MF goes wrong? 

CB: Shouldn’t generalise from AP to rest of the world. A real anomaly to have an area of the world that is over-saturated with MFIs- elsewhere 3.7 billion don’t have access to services. Everybody is pushing the same product- need to be offering products that are appropriate to clients. Structural issues in India meant that organisations couldn’t take deposits. Countries often over and under regulate financial sector at the same time. Often overly restrictive on types of players and business models. On under-regulation side there’s a long way to go on consumer protection and transparency. How to communicate to customers about what products are good for them? What information do we want to force industry to report and how should it be made available? 

Lottie Heales Q: what challenges are there in attempting to implement MF in fragile states? Is market access a problem? To what extent is DFID concerned that MF money could be used to fund illicit trades?

CB: Fragile states- capacity is a huge problem. Especially trying to form MF networks and industry bodies because hard to persuade people to work in unstable bits of countries.  Need to focus on long-term sustainability of organisations- do not flood with really cheap credit or go for very aggressive growth plans. Market access is a problem and therefore work in fragile states needs to be conducted in line with other programmes that might help this. While DFID is very concerned about funding illegal trades there is a limit to how much this can be monitored. Many interventions may help fund such trades, e.g. strengthening of infrastructure like roads but that does not mean that it should not be done. 
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