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Inclusive Finance =
a model for financial institutions?

Making financial institutions more transparent and accountable to social and environmental
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Fair Finance Guide International (FFGI) is an international civil society network initiated by , that seeks to strengthen the
commitment of banks and other financial institutions to social, environmental and human rights standards.


http://www.oxfamnovib.nl/
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Who is SPTF?

- The global standard setting body for responsible inclusive
finance

+ About 300 member organizations and +3,000 individuals
1In 127 countries

- Representing every stakeholder group in the global
responsible inclusive finance industry

» Donors (multilateral, bilateral, private), investment managers and asset
owners, financial service providers (FSPS), global networks of FSPs,
regional and national networks, rating agencies, regulators, etc

SPTF engages with stakeholders to develop, disseminate, and
promote standards and good practices that put clients at the

center of all strategic and operational decisions of FSPs




Responsible Inclusive Finance

CLIENT PROTECTION
Applicable to all financial Applicable to institutions with a
institutions double-bottom line
« Prevent harm to clients « Ensures institutional
« Assures transparent, focus on client well-being
respectful, and prudent « Measures progress against
financial services to all social goals
clients « Balances financial and social

objectives

* Includes client
protection



Infrastructure: Going from Intent, to
Action... to Measuring Impact

1 - Globally accepted social performance standards
(Universal Standards)

2 - Common social audit and monitoring tools for FSPs
(SPI4) and for investors (SPI4 ALINUS) aligned with the the
universal standards

3 - Social ratings developed and conducted by third parties —
also aligned with the standards

4 - Outcome measuring and reporting guidelines for FSPs
and investors and common social outcome indicators in
specific areas
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Responsible Finance Infrastructure

Universal Standards

Social audit and monitoring tools

Social Ratings



The Universal Standards for Social
Performance Management

Released in 2012, the Universal Standards is a

comprehensive manual of best practices that helps

financial service providers put customers at the

center of all strategic and operational decisions
Globally accepted standards

Integrates best practices practices from leading organizations (e.g.,
ILO, Smart Campaign)

Developed for and by the people in inclusive finance

Also a resource for investor due diligence and monitoring
of investees



The Universal
Standards
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Keeping clients first in microfinance



Standard 2A.
Members of the Board
of Directors hold the
Institution
accountable

to its mission and
social goals.

Standard 2B.

Senior management
oversees
implementation of the
institution’s

strategy for achieving
its social goals.

Standard 2C.
Employees are
recruited, evaluated,
and recognized based
on both

social and financial
performance criteria
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Standard 4A.
Prevention of Over-
indebtedness (CCP
2).

Standard 4B.
Transparency (CPP

3)

Standard 4C.
Fair and Respectful
Treatment of Clients

(CPP 5)

Standard 4D.
Privacy of Client
Data (CPP 6)

Standard 4E.
Mechanisms for

Complaint
Resolution (CPP 7)
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Standard 5A.
The institution
follows a written HR
policy that

protects employees
and creates a
supportive working
environment.

Standard 5B.

The institution
communicates to all
employees the terms
of their

employment and
provides training for
essential job
functions.

Standard 5C.
The institution
monitors employee
satisfaction and
turnover
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Responsible Finance Infrastructure

Universal Standards

Social audit and monitoring tools

Social Ratings



The SPI4 evaluates the Universal Standards
based on indicators
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The SPI4: Universal Assessment Tool

Data collection and assessment tool aligned
the Universal Standards

As a free tool, it enables FSPs to analyze their
current SPM practices in a way that fits their budget

Can be customized to fit the institution’s mission

A reporting tool that allows FSPs to define their
“social statements”

For more information visit


http://www.cerise-spi4.org/
http://www.cerise-spi4.org/
http://www.cerise-spi4.org/

The SPI4 Dashboard

Y . -
SOCIAL DASHBOARD miX smat  (CERISE o etz
-
ECIRSA Peru
reaFl For prafie A5 of date: alDecid
Type of assessment: Accompanied Self. Assessment Organization of auditor: MF Social Rating
SOCIAL MISSION SOCIAL DRIECTIVES
: Increased acoess to financial services
| The sacial mission is ta provide efficlent finarcial sarvices 1o all finandal excluded Poverty reduction
 popULaERaR, SpACLaIl MIra EntPepRnaUrS, And smal Tarmess 12 ontribute ta poverty allsviation Employmant generation
and o achisve descent lite for (Remsahes and their famikes. pos— e -
Growth of existing businesses
UNIVERSAL STANDARDS CLIENT PROTECTION STANDARDS
Appropriate Froduct
L - Dfin and st social goaks _ Deesiign el Dafivary
Charets
1%
+ o s (Y =
Mechantsms for Complaien Prevention of Dver
Ressiution N, . | indebrednes
5 e roduc s et e e | N - A
]
& - Treat dieras respomibly EF e
Privacy of Client Data Transpasency
& Balance sodal and feandal peformance i Falkanc Bapacis Respansiie Pricing
Treatment of Clients
Comms cdhs [ | daird! Comments on your ‘o Smart Campaign Prirciples
CONTEXT & FINANCIAL INFORMATION Financial data on the date of:  Xi-Dec-1d
Total pumier of chents u Rt on Assets »
Number of branches was Fustuam on Equity =
Main segment of pertfaia e g Financlad Exparas Ratio (2 3 % of average assats] ux
Fumber of active bermowers nas Operating Expense Ratia (25 2 % of average assets) ™
Amount of Gress Loan Portiokc in PEN w0 Cperational Set-5 fficercy ™
Number of voietary savers was Portodia Yiek e
Amount of totsl depositsin PEN 107106 000 FAR 230 + neschecules ™
Total Assets, volume, PEN P Wirite-ofts (durieq the pesiod) kN

BOARD AND STAFF COMPOSITION

b 8 ]
Number of stalt 188
Stalf nmover rate Y 2 [ = ]
Staff productity  232,1B4M81 Cresst an 20 [ a2 |
Social performance critera in emslopss appraials Yes = I = |
Bmen

15



-
SPI4 Benchmarks Graphs

Example of MFI scores compared to global and regional averages

@ global average

@ regional average

Define and monitor social goals -_‘_ --0
Commitment to social goals | INLN. -

Treat clients responsibly *>-- * -
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Balance financial and social perf :-_-_‘_.
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SPI4 Benchmarks graphs - per standards

Example of MFI scores compared to global and regional averages

Dim 1: Define and monitor social goals Dim 2: Committment to social mission
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The SP14 ALINUS

ALINUS - ALigning INvestors due diligence with the
Universal Standards

The SPI4 ALINUS is a sub-set of the SPI4 tool, developed
by a group of social investors — with just 80 common
indicators

A tool for social due diligence and monitoring

Currently being piloted by several investors — latest news:
Incofin IM decided adoption of the SP14 as their social due
diligence tool
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SPI4 ALINUS: Why do Investors Use it?

+
the data is already there !

Simplify, convince, and support SPM!



SPI4 gaining traction March 2017

Audits SPI4 by region and legal forms

e 313 SPI4 audits completed .
* From 88 countries

14 underway and 70 in the o .
pipeline w
* 71% are accompanied self-
assessments otrer
Coop/
* +600 people trained in SPI4  cedtunion
(CERISE & SPTF)

e 83 qualified auditors worldwide ‘V
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Responsible Finance Infrastructure

Universal Standards
Social audit and monitoring tools

Social Ratings




3. Social Rating and External Reporting Tools

Client Protection & Social Rating
Certification ' Capacity to achieve
/ social goals
Q(
Assurance that best practices é\ef;\
in terms of client protection v Process
are implemented (focus on * Social performance management:
the client) . . Mission clarity, alignment of
Microfinance systems
Institutional Rating * Social responsibility

to clients, community, staff,
environment
Results
* Qutreach: Depth and breadth
* Financial services: Variety,
appropriateness, transparency
* Change: Outcomes

Long-term
institutional viability

Credit Rating
Risk of default

Strong weight on external factors that

have an influence on the risk of default

and severity of potential losses

* Sovereign risk

* Transfer and convertibility risk

* Operational environment
(infrastructure, legal system)

© Hans Ramm, SDC UZH CMF and SDC, Microfinance Executive Course, 22

Deep field assessment, adapted to the
risk pattern of MFls:

*Governance & Management

* Operational risks

* Microfinance operations

* Responsible practices



Aligning efforts with other investor
initiatives
SPTF and GIIN partner to conduct a mapping of and align
indicators in the SPI4 and the indicators for FSPs in IRIS

White paper & webinars conducted

Both organizations committed to increasing alignment — SPI4 2.0
will present increased alignment with IRIS (from 56% to 70-80%)

SPTF and GIIRS also conducted a mapping of alignment of
indicators

Both organizations committed to increasing alignment

SPTF is also exploring partnering with UNPRI (PIIF) and IRIS
(GIIN) to develop mappings of the impact investment
industry (SPTF to focus on financial inclusion)
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Conclusion: the Ultimate Goal of our
work.....

Financial
Performance

Social
Performance
——————————————
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Thank you!
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