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4. Get Involved!




Client protection: 3 pillars

RESPONSIBLE

FINANCE
Regulation for client Financial
protect_io_n and education and

i Standards and
codes of conduct
~ for the industry




Social Performance- Where CP fits

e

Progress Out of
Poverty Index
(PPI)

Campaign

Investor Principles for Inclusive Finance

B\

Do No Harm! Improve Clients’ Lives
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Vision of the Smart Campaign

The Smart Campaign envisions a fundamental
transformation of the microfinance industry in four key ways:

 All industry * MFls will *Client *The
stakeholders provide protection microfinance
will put the transparent, principles will industry will be
interests of respectful, be fully distinguished
clients first prudent integrated into as leader in
financial all responsible
services microfinance finance
operations
QA
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Timeline for better client protection practices

Focus on
Pocantico Declaration outreach and 2012
emphasizes client developing
protection failures. assessment 2011
Industry starts a client methodology, -
protection campaign 2010 W Focus on tools
and defines 6.cl|.er|1t Client Protection training, piloting
protection principles. w Principles updated to 7. Certglczijtlon
standards
2009 ToT and assessors
trainings. Certification
— Program launch:
Tools development January 24, 2013
2008 CFI' Beyond Codes Certification proposal
project produces developed.

learning on client @
protection.

Industry comment on

Smart Campaign guidance document and
officially launched in Certification Program QA
September 2009. 7 Smpggrnt



The Smart Campaign...

...represents a global, industry-wide effort:

...has an international steering committee

...collaborates with the Social Performance Task
Force (SPTF), MIX Market Social Reporting,
MF Rating Agencies, MFTransparency etc,

...I1Is housed at the Center for Financial Inclusion
at Accion International




Campaign Endorsers Globally

-3 348 total endorsements

1100 microfinance instutions 148 networks & associations 210 investors & donors 153 supporting organizations

http://maps.smartcampaign.orq/ ’Q
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http://maps.smartcampaign.org/

Strateqgic Partners and Sponsors
75 SCCP

Deutsche Bank

)

The MasterCard
Foundation

MICROCREDIT SUMMIT CAMPAIGN @%P |Performance @83
FORDFOUNDATION

Sy |
‘\)Vl | N ~OIKO CREDIT Sunssrs‘\

SIDBI

SMALL INDUSTRIES DEVELOPMENT BANK OF INDIA

ACCION /=" USAID

2 -;&:);
‘ & FROM THE AMERICAN PEOPLE

Multilateral Investment Fund investing in people /Q
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http://www5.iadb.org/mif/Home/tabid/87/language/en-US/Default.aspx
http://www1.ifc.org/wps/wcm/connect/corp_ext_content/ifc_external_corporate_site/home
http://www.sidbi.com/
http://www.usaid.gov/
http://mastercardfdn.org/
http://www.oikocredit.org/rm/in/welcome

Agenda

1. Introduction to the Smart Campaign

2. Principles, Standards and Indicators

3. What we do

4. Get Involved!




Principles of client protection

Appropriate product design and delivery

Prevention of over-indebtedness
Transparency

Responsible pricing

Fair and respectful treatment of clients

Privacy of clients data

N o g A~ W b oE

Mechanisms for complaint resolution
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Assessment & Certification Standards

(lient Protection Principle

Indicators

Indicator

Client Protection Principle 1:

Appropriate PFroduct Design
and Delivery Channels

TheFldesigns prochucts thatare
apprsprate to client nescs and
dano harm

The FI desians products that are appropriate o client neads and do noharm. @ doss not offer products
that produce negative value for the cients.

The Fl has a policy describing acceptable pledges of collaten |: Has dear guidelings for how collateral
b registensd and walued.

TheFlseeks dient feedback for
product design and delivery

The Fl Investigates reasons for clients drop cut.

The Fluses client feedback to infrm product developrment and Improse exdsting products (client
eedbackcan be informal).

Thie Fldoes not use aggrassive
sakes techniques

The FI dos not use high pressuref aggressive sakes techniques, Does not force clients to sign cortracts
iforcradit, no forced signing of any Individual borower or aroup membsr, o 3y gua rantor

Client Protection Principle 2

Prevention of Owver-
indebtadness

The Floonducts appropriate
client repayment capacity
analysis before disbursing a loan

The Fl palicies suppaort good repayrment capacity analysis. Theloan approval doss not rely sclely on
quarantess whether peer quarantess, co-signers of collaterall as a substioute for good ca paciy analysis.
fredvidual lending] Repayment capacity analysis 15 done for every loan.

[arzup lending] The group ferratien and loan approval process ersure the prudent seif-selection of
rrernbers, with emphasis on the concept of scolidarity payment.

The FI's mpayment capacity policy b adequately disseminated among staff, corsidenng the staff
grovth and turm-over.

The FI's iepayrment capacity pelicy 1s uniformly ussd inthe practice.

The FI perfarms a repayment capacity analysis at each loan cycle, even if simplified for secondang
aspects at boan reneval.

For clizrts with informal revenues andsor non corsumption kans (mast cases), the mpayment
capacity analysis Is based on a client wsi (performed by the kan officer or delegated tothe
aroupfdllage membsersi, The Flverifiias the iInformation consistency through cross-checks. For clients
with a salary asking for a consurnption loan, a client visi s not required.

TheFlincentivizes quality kans

Reqular reports on PAR and witte-offs are produced and reviessd by the FI's management.

and linked to over-indebiedness, corrective measures have bsen put In place.

Reasonable portfolio quality s maintained over time. IFthere B posor long term quality of loan portfolio, §

The FI's procuctivity targets and Incentie systers value portfdico quality at lesst as highly as cther
factors, such as disbursernent or client growth.
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You have 10 Minutes !l

MicroSave BIFC | Eammemrnion smart

rid Bank .
Market-led solutions for financial services campaign


http://www.google.co.in/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=fQWGpRxhvgxYzM&tbnid=0E2uU-z9HkGNoM:&ved=0CAUQjRw&url=http://www.123rf.com/photo_14767061_two-person-matching-puzzle-pieces-this-is-a-3d-render-illustration.html&ei=_xREUvixDcSPrgei_4CwAQ&psig=AFQjCNGbQZyAptI1PfHxj9xQAnSUnOk28g&ust=1380279875715270

Principles of client protection

1. Appropriate product design and delivery

Prevention of over-indebtedness

. Transparency

. Fair and respectful treatment of clients

2.
3
4. Responsible pricing
5
6. Privacy of clients data
-

. Mechanisms for complaint resolution
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Appropriate product design and delivery

*Providers take adequate care to design products and
delivery channels in such a way that they do not
cause clients harm.

*Products and delivery channels are designed with
client characteristics taken into account.

Appropriate products and services not only provide
access to clients, but they also create value for
clients. Q

16 gmart




The Principle in Practice

Suitable
Products

Suitable
Design

Suitable
Delivery

Multiple and/or flexible loan products
address different business and
family needs.

Repayment schedules are flexible
and match cash flows. Loan size
matches financial need.

Services are reliable, convenient,
and function as advertised.




The Principle in Practice (Continued)

Simple
Products

Affordable
Products

Minimum
Changes

Product terms and conditions are
easy for clients to understand and
compare.

The product cost, size (or coverage),
and frequency of payment fit within
the client’'s capacity to pay.

Changes to the product (cost, terms,
conditions) are minimal/ infrequent.




‘Beyond credit

Service provider Service provider
covers costs but makes payments in a
does not deplete reasonable amount of
small savings time.
through excessive
fees.
Clients are not Clients know when to
excluded from expect the payment
savings, nor are and have access to
gradual savers their money quickly.
penalized.
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CPP#1. Adequate standards of care

The FI designs products that are
appropriate to client needs and do
no harm

The Fl seeks client feedback for

product design and delivery

The FI does not use aggressive
sales techniques

20 smart
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Principles of client protection

1. Appropriate product design and delivery

. Prevention of over-indebtedness

. Transparency

. Fair and respectful treatment of clients

. Privacy of clients data

2
3
4. Responsible pricing
5
6
!

. Mechanisms for complaint resolution
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ldentifying the Causes of Over-indebtedness

*Multiple loans are issued to client, by one or

more institutions, due to:
—Lack of information on the client’s liabilities
—Incentives for loan staff to oversell credit products

*Repayment schedule does not match the
client’s business cycles (e.g., agriculture)

*The institution relies on guarantees as a
substitute for adequate capacity analysis

* Accidents, disease, or natural disasters

2 smart
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Prevent Over-indebtedness

Twe PAAN

Borrowers
 Carefully establishes the * Are able to handle debt
borrower’s ability to afford the service requirements

loan and repay it. ; without sacrificing their
basic quality of life.

Research and practical experiences shows that borrowers

consistently overestimate their own capacity to repay debt.
QA
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CPP#2. Adequate standards of care

The FI conducts appropriate client
repayment capacity analysis before
disbursing a loan

The FI incentivizes quality loans

FI uses credit bureau and
competitor data, as feasible in local
context

25 smart
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CPP#2. Adequate standards of care

The FI Management and Board are
aware of and concerned about the
risk of over-indebtedness

The FI's internal audit department
monitors that policies to prevent

over-indebtedness are applied

The Fl avoids dangerous
commercial practices

2 smart
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Example of Good Practices from Bosnia-Herzegovina

E E—

[ Practice J [ Outcome J

Internal audit department conducts
regular interviews of a sample of
clients who have fallen behind on

their payments. The MFI uses the

information to improve its
credit procedures and to

Two main areas of investigation: T e

\/

Did loan officers follow proper
procedures to avoid over-
indebtedness when issuing credit?
*What are the causes of the client’s
repayment challenges? QA
21 smart
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Tools avail
able from the S
-o>mart Campai
gn

Liabilities

A. Current fiabilities

A current Assets

1. Liquid assets 1. Liquidliabilities

pank loans
Due unpaid
Other liabilities

cashon hand tcounted by pro]ect's owner in frontof the
e nofficer) o).
Cashin Bank (bank account statement} .
Savings .
Deposits

Total current tiabilities

Total liquid assets

2. payables
one month term pa\tab\es
Wiore than one month payahles e

2. Receivables
one month term receivables..
More than one month receiva
{-) written off recelvables -
Total receivables aot

Total payables

Total current {iabilities (1+2)

3. inventory

Total inventory (as real stocktaking by the client and g. longterm {iabilities (over one year) e

audited by loan officer)

Total liabilities (A+B)

n-Of T

Tespopern . oer M

. Donsm//,',},,and_' ’gﬂanug/,b,ee Che/LS\U[Qm_Gene
. r 4 ra

Total Current Assets {1+2+3} B— ) "Mationg togy , 25 e 3 3 pory ! Mangers
otal equi 88D the, It guig Collaboratey. ; 318Nt rem
B. pixed Assets YUU'W//I.Womanua/'th 1o e'J“OUr,aCT,,OnsvTOr-ln. he_cre:?m/ﬂder. 10 y0y
Estimated Total value rk'w"m-aﬂosiz'u' Tevigw i frg 30 el yoy -2 DEM hat yoy
value Total liabilities and equity Ve attityge, andq”‘?”llg and ap " your gy, Ias‘;’-cou”w P ZVE-a,
___ Wil 0ve g o oA
— gy
~Figg/ D Urself pers m'youl'Se/f
— Bty gt o
0f Migrg Profissin - 2V
finan, Sionai)
cg. T T

Total fixed assets
Total Assets (A+B)

Loan officer signaturel..-

granch Manager signature DAt
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Principles of client protection

1. Appropriate product design and delivery

2.

Prevention of over-indebtedness

3. Transparency

4.

~N o O

Responsible pricing
Fair and respectful treatment of clients
Privacy of clients data

Mechanisms for complaint resolution

29 smart
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Transparency

Providers will communicate clear, sufficient, and
timely information in a manner and language that
client can understand, so that clients can make
Informed decisions.

Transparency Is a pre-condition to many of the other
principles—foremost, responsible pricing.
QA
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Can MFI clients agree with the following?

| can easily understand the interest rate and compare it to other
institutions.

| know my installment amounts and when payments are due.

I've never had unexpected: late fees, early payment fees, or account
activity fees, changes to my interest rate or loan terms.

The institution has explained my responsibilities for delinquent group
members.

| can easily find out the amount of my outstanding debt and the
balance in my savings account.

| am always given the opportunity to ask questions during my
interactions with the institution. RQ
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CPP #3:. Adequate standards of care

The FI fully discloses cost and
non-cost information

The FI communicates proactively
with clients in a way that clients

can easily understand

The Fl uses a variety of disclosure
mechanisms

a4 smart
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CPP #3:. Adequate standards of care

The FI leaves adequate time for
client review and discloses at
multiple times

The FI provides accurate and
timely account information

35 smart
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Good Practice: Increase client understanding

Good practice: Make communication ‘

« Don’t use fine print. Can you read the bottom of this slide?
« Use plain language. Which statement is more meaningful?

* A. Non-repayment will result in action on the part of the
Institution at the immediate outset of the delinquency.

« B. The institution will begin the loan collection
procedures on the first day the client is late.

« Fit the communication method to the client. Are your
documents written in the local language? How would a blind
person access your important contractual information?

Fine print is often overlooked by clients. Minimize the use of fine print. <
=N



Good Practice: Confirm client understanding

i _—

Use:
«Call backs
*Check lists

«“Key facts” or FAQ
document

*Glossaries for key
terms

*Analysis of common
complaints/questions to
Improve communication




Good Practice: Financial Literacy for Improved Transparency

‘Transparen cy:

The client is
. always aware
Product of his/her rights
Information: and
Client makes responsibilities
decisions based associated
o _ on information with use of the
Financial from the MFI financial
Literacy: and his/her own product or
Client gains knowledge. service.
basic financial
knowledge.
38 smart
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ABLE 1

— Totl ne- ofinsraiments —
— \ntaliment freouency —
Grace peiod i applies) Typeci guarantee —
’Aﬁuw ofthetoan in months) —
— Tote! costoftoan \prmc'\p\e +iold fees) —

SAMPLE
CLIENT
WELCOM

E KIT

ESS s
ential d
o
cuments for new cl
client
3

WWW.

.S
martcampaign
.0org
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Client Signata®
Credit Qfficer Sgnatase

Qignature
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Branch Director
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Principles of client protection

1. Appropriate product design and delivery

2. Prevention of over-indebtedness

3. Transparency

4. Responsible pricing

5. Fair and respectful treatment of clients
6. Privacy of clients data

/. Mechanisms for complaint resolution
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Responsible Pricing

Pricing, terms, and conditions are set in a way that is
both affordable to clients and sustainable for the
financial institution.

Financial sustainability is required to continue
serving clients, but is not an end In itself.




CPP #4:. Adequate standards of care

The FI offers market-based, non-
discriminatory pricing

The FI's efficiency is in line with its

peers

The FI does not charge excessive
fees

43 §Cl;ngrnt
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Exercise

—mmmm

POS (Rs Cr)

Clients (1000s) 81
Region South
Product (int rate)

-ILG 25%
-Education 22%
-Housing 24%
RoA 2.5%
RoE 10.4%
Yield on Portfolio 23.2%
OER 11.2%
Offer ‘credit plus’ svcs .

Common assumptions:
» All MFIs are 3 — 5 years old

10
N.East

-N/A-
-N/A-
26%

0.8%
2.3%
27.1%
16.3%

23
North

26%
22%
-N/A-

2.8%
8.2%
23.5%
11.8%

68
South

26%
-N/A-
-N/A-

4.7%
18.9%
28.2%

8.4%

« Repayment rates are healthy; in the range of 98 — 99.5%
44

63
South

24%
25%
-N/A-

1.2%
2.1%
22.1%
18.1%

the §E
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Questions

 Are all the institutions directly comparable? Which of them
would you consider ‘peers’?

« ldentify which MFI is most efficient? Does any institution appear
Inefficient?

« Do you think any institution is generating more than desirable
levels of profits? Explain ways to prevent / avoid this?

45 smart
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Feedback from Participants

Do MFIs train staff on what constitutes
responsible pricing?

What effect does the competitiveness of

the local microfinance market have on
pricing?

Have you seen examples of irresponsible
pricing?




Principles of client protection

1. Appropriate product design and delivery

2. Prevention of over-indebtedness

3. Transparency

4. Responsible pricing

5. Fair and respectful treatment of clients

6. Privacy of clients data

/. Mechanisms for complaint resolution
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Effects on the client and the institution

Clients
mistrust the
Institution,
and tell
others.




Fair and respectful treatment of clients

Providers and their agents treat clients fairly and
respectfully. They do not discriminate and will ensure
safeguards are In place to detect and correct
corruption.

Most abuses happen during the loan sales and debt
collection processes—these need special attention
by providers. QA

49 gmart
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CPP #5: Adequate standards of care

The FI culture raises awareness
and concern about fair and
responsible treatment of clients

The FI has defined in specific detall

what it considers to be appropriate
debt collection practices

The FI's HR policies (recruitment,
training) are aligned around fair
and responsible treatment of
clients

50 smart
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CPP #5: Adequate standards of care

The FI implements policies to
promote ethics and prevent fraud

In selection and treatment of
clients, the FI does not discriminate
Inappropriately against certain
categories of clients

51 smart
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CPP #5: Adequate standards of care

In-house and 39 party collections
staff are expected to follow the
same practices as the FI staff

The FI informs clients of their rights

52 smart




The role of management

v Creating a Code of Ethics for the institution.

v Communicating the importance of ethics to staff on a regular
basis.

v Training staff to respond to ethical dilemmas tailored for their
position.

v' Empowering managers to follow up on ethical complaints.

v’ Establishing an Ethics Committee that rewards ethics and
sanctions violations.

Training today:
Handling
delinquent clients aQ

| smart
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The code at the center

Management

Code of
Ethics

Human Internal
Resources Audit

54 SI;I‘Iart
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Examples of inappropriate practices

* Credit staff uses offensive or abusive language.

Offensive
language and * Collections agents threaten clients or harass them at

threats work, home, or their places of worship.

* Collections agents enter a client's home and/or seize
property without a judicial order.

* The institution accepts collateral that may deprive
borrowers of their basic survival capacity.

Subcontracting * The institution subcontracts collections to businesses
to unethical that are not subject to the same ethical standards as

businesses the institution.

SCUELEERICEE o The institution issues automatic debt extensions.
extension
QA

smart
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Principles of client protection

1. Appropriate product design and delivery
2. Prevention of over-indebtedness

3. Transparency

4. Responsible pricing

5. Fair and respectful treatment of clients

6. Privacy of client data

/. Mechanisms for complaint resolution
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The Client Perspective: Will MFI clients agree to the below?

| know for what purposes can the Institution use my data
and | have authorized the institution the use of my
data for specific purposes.

| am aware of the risks of sharing my loan card, filled
application form with others and hence keep my data
confidential.

But.....

Can the institution use / share my photographs apart
from data?

= smart
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Feedback from Participants

Do clients care about data security? If
something went wrong and their personal or

financial information was compromised, would
It affect your business?

o smart




Privacy of Client Data

The provider complies with all local data privacy
laws. Client information is only used in the ways
agreed upon at the time of data collection.

Clients trust financial service providers with very
sensitive personal and financial information.




CPP #6: Adequate standards of care

The FI has a privacy policy and
appropriate technology systems

The FI informs clients about when
and how their data is shared and
gets their consent

61 smart
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Good practices for privacy and security
: N N

Ask employees to sign a Establish a clearly
confidentiality defined “user access
agreement at the same hierarchy” for staff
time as their accessing sensitive
employment contract. data.
a )

Don’t allow information
avallable on the
‘intranet’ to be printed
or downloaded for use
outside the office.

Hold periodic campaigns
for clients to update their
data and incentivize
them to participate.

- A Al it




Good practices for privacy and security

a N

Spot check the security
of physical files in
branches (e.g. using

Internal auditors).

& /

a h

Describe the sanctions

for the misuse of client

data in the staff book of
rules.

& /

4 A

Train clients on how to
keep group information
private.

S




Tools available from the Smart Campaign

‘ English
the

s m a rt Keeping clients first

{ in microfinance
campaign

Tools & Resources » Security is the Key: Pocket Guide to Financil Security for Clients

tools

& resources

Espafiol Francais Pycckwil ¢! | Getemail updates | Search Q)

Security is the Key: Pocket Guide to
Financial Security for Clients

User Rating (0): #rrfrfr i

Finamerica provides a pockel-size brochure with tips about how to protect one's security and prevent identity theft, robberies, and
other possible threats to the privacy of their personal information.

Download Brochure (Espafiol) »
Download English Translation »

tools certification -

& resources -

about
the campaign ~

news
& highlights +

y .
(7] E-mail | = Print

SAMPLE CLIENT WELCOME KIT

www.smartcampaign.org

Essential documents for new clients

the §s

smart

campaign

Keeping clients first
in microfinance

Putting the

Principles into
Practice

NUMBER 4 | SEPTEMBER 2010

Privacy of client information
requires both high quality data security
protocols and diligence in maintaining
the confidentiality of client information.

Upen transforming te a regulated
financial services provider, Caja Morelia
needed to meet federal data manage-
ment and reporting requirements. Faced
with these new technology needs, Caja
invested in a data management system
and supporting processes to provide
superior data security.

Customized IT at Caja
Morelia safeguards
client data

At Caja Morelia Valladolid, investing in high quality
technology is the foundation for accurate and se-
cure client information as well as the basis for strong
customer service for its clients.

Caja Morelia began as a cooperative society initiated
by the Catholic Church in 1964. In 2005, it became a
regulated cooperative overseen by federal authorities
in Mexico and by 2008, Caja Morelia had transformed
into a regulated financial intermediary subject to na-
tional and international accounting standards. The
cooperative owned by its 250,000 members, and all
employees must be members, which keeps employee
incentives aligned with member interests and en-
hances their commitment to customer service.

Upon transformation into a regulated financial ser-
vice provider, Caja had to meet federal data manage-
ment and reporting requirements. Instead of simply
viewing this new technology as an additional cost of
the transformation process, the management team
at Caja saw an opportunity to invest in a customized
solution that would provide superior data security
and allow the cooperative to meet federal anti-money
laundering requirements. The institution’s history of
developing its own systems and software enabled it
to see the value of a customized solution for its new
technology needs.

Caja spent three years developing its own data man-
agement system, one year creating the infrastructure
necessary to support this system, and six months test-
ing and refining it prior to launching the system as
part of its transformation process in 2008,

The institution decided to hire in-house software en-
gineers to create and maintain a custom client data-
base due to several business advantages:

*  Lower long-term cost by keeping maintenance
in-house;

campaign




How have data management practices and
systems evolved? Your experience?
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Principles of client protection

Appropriate product design and delivery

Prevention of over-indebtedness
Transparency

Responsible pricing

Fair and respectful treatment of clients

Privacy of clients data

1.
2.
3.
4.
D.
6.
7.

Mechanisms for Complaint Resolution




Mechanism for Complaints Resolution

Providers have a mechanism for collecting,
responding in a timely manner, and resolving
problems for customers.

The mechanism is used to resolve individual
complaints and improve products/services.

Suggestions boxes are not effective for responding
to specific problems in a timely way.
QA
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CPP 7: Standards of care

The Fl's clients are aware of how
to submit complaints

The Fl's staff is trained to handle
complaints

The FlI's complaints resolution
system is active and effective

The Fl uses client feedback to
Improve practices and products
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Good Practice: Using Multiple Complaints Channels

Good practice: Assess the complexity and urgenc

Suggestion/

Suggestion/ Written _ Complaint
Branch Complaint Branch suggestion Complaints via
Teller : Manager : Agent
on-site / complaint feedback
mechanism

Immediately - Up to 14 days




How Dissatisfied Clients Affect the Institution

A very satisfied client will talk about

When a client’'s complaints are

90% of dissatisfied clients whose




No Complaints E Completely Satisfied Customers

If your institution does not receive concerns or complaints,

be careful:

(. ; ) ( . . h 4 ] _ N\
* Clients could be * Clients might not feel * Clients might not feel

happy with your empowered to share like they can

products and their concerns and complain without this

customer service, or complaints or affecting their

« They might not know business relationship
how to do S0, or with the institution.
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Tools available from the Smart Campaign

‘ English  Espafiol Frangais Pycckwid ee=! | Getemail updates | Search | | C{
the
smart i*‘;ei'f";fgf Cene et about tools certification - | news
campalgn the campaign - & resources - & highlights -
| TogRemrms

& resources Tools & R

View Tools & Resources

Highlights Article List

Comprehensive List of Filter |Complaint

Tools

an -

View Client Education J

Tools & Resources
# Hem Title Hits
1 Complaints-Analysis Spreadsheet (Fundacion Delamujer) 3155
2 Complaints-Handling Manual {Tamweelcom) 3105
3 Complaints-Handling Brochure for Clients (Opportunity Bank) 2200
4 Complaints-Handling Manual (FONDESURCO) 2045
5 Smart Note: Responding to Client Complaints at Tameer Bank, Pakistan 637
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Agenda

1. Introduction to the Smart Campaign

2. Principles, Standards and Indicators

3. What we do

4. Get Involved!




Findings from the State of Practice Report

In short...

 Client protection In
microfinance Is still
relatively new, but
thriving.

* Organizations are at
different levels of
Implementation.

* The state of practice Is
Improving. P
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External Client Protection Assessment

Main objective of the assessment :

ldentify good practices and challenges in the principles’
implementation

*Provide the institution with a useful recommendations on how to
improve practices and reduce the risk of harming clients.

* Prepare institution for Certification!

smart
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External Smart Assessment Methodology

 On-site analysis at three broad levels:
1) Market and regulatory context
2) MFI policies, procedures, and practices

3) Organizational culture and how policies are reflected in staff
behavior

 Evidence:
1) Review of manuals, policies, other documentation
2) Interviews with Board, staff, clients
3) Observations of field operations and credit process
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Information Used: People, Paper, and Process

Written Sources

Interviews

Minutes from
Board

meetings Board of Directors
Strategic plan/
business plan

MFI Management

I|
Clients
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Assessment & Certification Standards

(lient Protection Principle

Indicators

Indicator

Client Protection Principle 1:

Appropriate PFroduct Design
and Delivery Channels

TheFldesigns prochucts thatare
apprsprate to client nescs and
dano harm

The FI desians products that are appropriate o client neads and do noharm. @ doss not offer products
that produce negative value for the cients.

The Fl has a policy describing acceptable pledges of collaten |: Has dear guidelings for how collateral
b registensd and walued.

TheFlseeks dient feedback for
product design and delivery

The Fl Investigates reasons for clients drop cut.

The Fluses client feedback to infrm product developrment and Improse exdsting products (client
eedbackcan be informal).

Thie Fldoes not use aggrassive
sakes techniques

The FI dos not use high pressuref aggressive sakes techniques, Does not force clients to sign cortracts
iforcradit, no forced signing of any Individual borower or aroup membsr, o 3y gua rantor

Client Protection Principle 2

Prevention of Owver-
indebtadness

The Floonducts appropriate
client repayment capacity
analysis before disbursing a loan

The Fl palicies suppaort good repayrment capacity analysis. Theloan approval doss not rely sclely on
quarantess whether peer quarantess, co-signers of collaterall as a substioute for good ca paciy analysis.
fredvidual lending] Repayment capacity analysis 15 done for every loan.

[arzup lending] The group ferratien and loan approval process ersure the prudent seif-selection of
rrernbers, with emphasis on the concept of scolidarity payment.

The FI's mpayment capacity policy b adequately disseminated among staff, corsidenng the staff
grovth and turm-over.

The FI's iepayrment capacity pelicy 1s uniformly ussd inthe practice.

The FI perfarms a repayment capacity analysis at each loan cycle, even if simplified for secondang
aspects at boan reneval.

For clizrts with informal revenues andsor non corsumption kans (mast cases), the mpayment
capacity analysis Is based on a client wsi (performed by the kan officer or delegated tothe
aroupfdllage membsersi, The Flverifiias the iInformation consistency through cross-checks. For clients
with a salary asking for a consurnption loan, a client visi s not required.

TheFlincentivizes quality kans

Reqular reports on PAR and witte-offs are produced and reviessd by the FI's management.

and linked to over-indebiedness, corrective measures have bsen put In place.

Reasonable portfolio quality s maintained over time. IFthere B posor long term quality of loan portfolio, §

The FI's procuctivity targets and Incentie systers value portfdico quality at lesst as highly as cther
factors, such as disbursernent or client growth.
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Scoring

0 1 2

Does not meet Partially meets Meets the
the indicator the indicator indicator

¢ Does not e Does not fu”y e Meets all
meet any part meet all parts parts of the
of the of the indicator
indicator indicator

e Absent
practice

84

_n/a_

Not applicable

e This does not
apply to the
organization
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The Process

To be Completed:

1. Head Office and Field Assessment
2. Debrief (Last Day)

3. Draft Report

4. Finalized Report

5. Identification of Pilot Projects

Optional/Follow-up to Assessment:
7. ldentify Best Practices - Smart Notes
8. Collaboration/Technical Support for Pilot Implementation

9. Certification
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Preparing for Certification

Step 1. Orient Yourself with the Certification Standards

Step 2. Download the Getting Started Questionnaire and
conduct self-assessment

Step 3: If ready, go for a Certification mission. If not ready

take necessary steps to diagnose and improve areas of
weakness

[ Certification Ready ]—} Certified
N

3" Party or b
Self r )
Assessment and
assessment \[

Use of Tools
Not Certification / . ~ \
Certification Ready
Ready - ~ /
\ Systematic efforts to

upgrade practices
\ J

Endorse the Client }
[ Protection Principles ]

Q
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http://smartcampaign.org/certification/certification-standards
http://smartcampaign.org/tools-a-resources/2/41

Focus on India

» Client protection assessments — Covered
20 institutions with outreach of 15 Million+
— across MFIs, Cooperatives, Banks, Non-
profits

* Tool / Smart Note development

* Pilot projects with practitioners

* Trainings




Smart Note / Tool

 Documents best client protection practices
In a given function or methodology

« May emerge from:
» Best practices noticed during assessment
* Industry need/ gap
» Collaborate with a technical partner
« Workshop model — collaboration with multiple stakeholders

Tool / Smart Note Partner organisation

Member Protection in SHG model APMAS

Client protection in CGT (Compulsory Group Training) Ujjivan, Equitas, SKS, Swadhaar,
Grameen Koota

Exercise of group guarantee at client level MBK (Indonesia), Utkarsh

Product diversity Sewa Bank, IFMR — KGFS

Non-financial incentives for staff retention Bandhan

Complaint Resolution Mechanism — a case study Ujjivan

the §i
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Pilot projects

 Work with an institutions to strengthen
specific areas of client protection

* Typically a follow up to an assessment

* Technical assistance (limited) to
operationalise projects

 Examples:

« Strengthening Greivance Redressal Mechanism

« Preparing institution to achieve certification — based on

gaps identified in the assessment -
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Tralnings

 Client Protection Principles’ training

For microfinance practitioners — an introduction to the seven client protection
principles. Covered nearly 100 institutions across India through 10 trainings.
Partnered with industry networks Sa-Dhan & MFIN, Access and social investors
such as Oiko Credit.

« Smart Assessors’ training

For raters, consulting agencies, investors who wish to independently conduct
client protection assessments. Trainings in Delhi & Mumbai with participants
from banks, social investors apart from rating agencies and consultants.

Refresher training (on new methodology) conducted in Cambodia.

* Technical assistance training

For consultants / technical assistance providers to take up TA / Pilot projects on
client protection with microfinance practitioners. Scheduled in Nepal,
November’13

B\
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ertification Program

The Client Protection Certification
program Is important:

* To enable financial institutions worldwide to
demonstrate their adherence to the Campaign's
client protection principles as verified by third-
party assessors.

 To highlight publicly financial institutions who
meet the minimum standards for client protection.




Monitoring progress: Certification

« Client Protection Certification is an independent, third-
party evaluation to publicly recognize institutions that meet
adequate standards of care in client protection.

* The Certification program was launched in 2013 to set
global standards around client protection in the
microfinance industry.

* The program is designed for retail financial institutions that
provide services to financially excluded or underserved

populations.

e -
Iy /-...
v
I|||
|III Q
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Who is eligible for Certification?

Retail Financial
nstitutions Who Serve the
Poor Including:

e NGOs
e Banks

 Consumer Finance
Companies

 Credit Unions

« Non-Bank Financial
Companies




What are organizations Certified Against?

In order to be Certified a financial institution
must meet all 30 standards based on the 7
Client Protection Principles

- Standards (English)
- Standards (Spanish)
- Standards (French)



http://centerforfinancialinclusionblog.files.wordpress.com/2013/01/certification_standards_english_final.pdf
http://centerforfinancialinclusionblog.files.wordpress.com/2013/01/certification_standards_english_final.pdf
http://centerforfinancialinclusionblog.files.wordpress.com/2013/01/certification_standards_english_final.pdf
http://centerforfinancialinclusionblog.files.wordpress.com/2013/01/certification_standards_spanish_final.pdf
http://centerforfinancialinclusionblog.files.wordpress.com/2013/01/certification_standards_spanish_final.pdf
http://centerforfinancialinclusionblog.files.wordpress.com/2013/01/certification_standards_spanish_final.pdf
http://centerforfinancialinclusionblog.files.wordpress.com/2013/01/certification_standards_french_final.pdf
http://centerforfinancialinclusionblog.files.wordpress.com/2013/01/certification_standards_french_final.pdf
http://centerforfinancialinclusionblog.files.wordpress.com/2013/01/certification_standards_french_final.pdf

First batch of certified organizations!

certification

Certifled Organizations

VWe are pleased to announce the first group of institutions which are Client Protection Certified. These microfinance institutions
Cerification Standards participated in the Certification pilots and have been found to meet the 30 adequate standards care in the treatment of their
clients.

All About Cerification

rtification Frequently

d Questions (FAQ)

Information for Investors ME KI EKl, Bosnia & Herzegovina Planet Rating January 2013

Licensed Cerifiers

Organization verti Date Certified

v Certified Organizations C}""\C: Cashpor, India M-CRIL January 2013

ey Casbhpor Biore Ceadii
Get Certified! EHHEEH HWT Grameen Koota, India M-CRIL January 2013
e e iwin Tarriis

sments

@P rﬁ'ﬂr Partner Microoredit Foundation, Bosnia & Herzegovina MicroFinanza January 2013
‘ Ml'BOSPOMi—EmpG. Bosnia & Herzegovina MicroFinanza February 2012

Ujjivan

Ujjrvan, India M-CRIL January 2013
Build a Better Life

the gi
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Certification Important to Financial Providers

Home Who We Are

GRAMEEN

Fmanc:al Services Pvt. Ltd.

What We Do

@,‘EGRAMEEN KOO SJMA/\RG

Code of Conduct Contact Us

Careers@GFSPL

Newsletter SEARCH

Outreach

As on January 2013

Members: 3,59,772

Loan Outstanding: 42,350
Branches: 160
Employees: 1191
Repayment Rate: 99.95%

States: 3

Stories from the Field
Manisha trusts GK
third time round

Water connection makes Poornima a

happy lady

Stay Informed

GFSPL IS NOW CLIENT PROTECTION CERTIFIED EY SMART CaMPraiaeN

GFSPL clients can raise their queries, requests & grievances by speaking to

our grievance redressal officer Mr Arunkumar B on our Toll Free Number
1800 425 0205

Latest News

Grameen Koota raises Rs 53.20 cr in its 3rd round of equity funding

Grameen Koota today announced its third round of equity...

Navyadisha backed Buzz Bus launched in Bangalore

GESPL personnel undergo 3 dav Peonle Management training sessions

Microfinance Plus
What We Do

Gravity

Hippocampus

Maarg

Jagruthi

Our Commitments
Code of Conduct
Consumer Protection
Transparency
Environment

Social Performance Management

Awards and Recognition
2012- MIX Silver award for Social

Performance

2011 - PPI Certification from Grameen
Foundation USA
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Why Now?

Now Is a critical time to focus on client protection,
for several reasons:

Demands for accountability and transparency
*Microfinance crises in several countries
*Negative media attention regarding impact

*Public and governmental concern over high interest
rates

*Rapid growth, rising competition, and new players




Agenda

1. Introduction to the Smart Campaign

2. Principles, Standards and Indicators

3. What we do

4. Get Involved!
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Respond: Endorse the Smart Campaign

Endorsing Is very easy!

Join Us!

Go to our website (smartcampaign.org)
to find:

A diverse set of ways that you can support
the Campaign

*Options to recieve more information, tools,
and other instruments to implement the
Client Protection Principles.

Endorse Now »

take

action =

donate
today -

tools

& resources -

about

the campaign -

news
& highlights -

Learn more about endorsement »
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Tools to Improve Practice Include

“How to”
Guides
Strategic
planning Case studies
guides
Training Technical
presentations guides
Example
forms [
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Improving Client Protection Practice

“My institution believes that client protection is
Important—but we need help improving
practice!”

 The Smart Campaign offers over 60 practical
tools to help financial service providers
Implement the client protection principles.

 All of the tools are available for download
free of charge.

* New tools are added regularly.
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http://smartcampaign.org/tools-a-resources
http://smartcampaign.org/tools-a-resources
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Keeping clients first in microfinance

Thank youl!

For your interested in
The Smart Campaign

For more information, please Visit:



http://www.smartcampaign.org/

