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Abstract

Changes resulting from the financial crisis havetcbuted to the development of
alternative form of financing, including microfine@which is considered a financial
system sector. In order to fully realize its poi@ntreduce risks inherent to
microfinance institutions. as well as to strengthienmarket capabilities, it is
necessary to take comprehensive measures aimeevigindg and implementing
public policy on microfinance. The objective of thdicle is to examine conditions
determining the development of the microfinancdmeas an element of sectoral
policy targeted at meeting financial, economic sodal needs. The authors analyze
steps necessary for the microfinance sector’'s fatential realization and its
development. The background for considerations ptedein the article is the
sectoral public programme focused on microfinamstitutions which has already
been introduced or is under implementation in Riblan
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Introduction

In recent years, maintaining stability and develeptrof the financial system
have become a significant challenge and a constifp@t of numerous actions
and initiatives, undertaken both by the private pualdlic sectors. Their goal was
not only to limit the effects of the financial aadonomic crises from the national,
European and global perspective, but also to aetigaonomic processes and
maintain the long-term stability of the financigktem. Analysing the financial
system in its broad sense, taking into accourntgtéutions which so far were not
widely accepted in terms of its mainstream apprpach should pay attention to
its constant element, i.e. the sector of small bank financial institutions, which
includes microfinance. The generic term appliegkfer to this group of entities is
‘alternative financial institutions’.

In the last decade, authors have observed conbidaranges with regard to
the scope and forms of microfinance institutionse Evolution results from new
external conditions (including emerging technolggyjernal organisation or
their system and market importance assessmentrtheleonditions of the ever-
changing external environment, potential risks ogog in the financial and
economic system as well as the emergence of prelyicwon-existent market
scenarios and events, it is necessary to undeatetiens to devise and adopt a
strategy related to public policy aimed at realiime potential of the microfinance
sector and facilitating its long-term growth. Thype of documentshould take
into account all identifiable types and kinds ottrofinance institutions, define
their role and importance in the national economyiadicate public instruments
and tools which may be applied to achieve the ssdesocial and economic
objectives. In addition, it is important to analyke development conditions of
particular forms of microfinance institutions arypes of risks related to their
operations. Inthis context, there emerges a questhetherin Poland itis possible
to identify acoherent, long-term and effectivelpuolicy, which could be defined
as a public policy on the microfinance sector. ©tngeries which arise in this
context are: What is the role of the microfinaneetsr in the financial and
economic system of a country and what are theehgdls and expectations for this
sector in the future?

1 This document is frequently referred to as the GRaper, i.e. an outline of basic concepts, whedjuires
further studies and analyses aimed at definindjnlaé formula. The basic objective of the devised adopted
document is the identification and use of the p@kmpossibilities and threats related to particsegments of
the financial system from the point of view of ihglementation of the national public policy.
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The aim of this article is to point to the issuesmected with the development
of the microfinance sector as an element of thimsaqolicy related to the national
financial system and social and economic growtla @buntry. Analyses inthe
field of microfinance should be carried out simido the research on finance. The
studies should cover the consideration of the caase effects of the flow of
money together with the motivations and the apptigteria determining the
decision-making processes of relevant entitiegjedlsas the consequences of the
already functioning redistribution of monetary fendsed to meet the needs
related to the development of the economy.

An important source for the analysis of the sohsievhich may be applied
in Poland are international experiences and théuatian of the microfinance
sector impact on the functioning and internal orgaiion of the financial,
economic and social system. The assessment ohteoeditions and scope inthe
results obtained shows that there is no cohereng-term strategy for the
development of the microfinance sector or the uls¢he potential of these
institutions. In the first part of the article, tlaithors examine the general
characteristics of the microfinance sector. Th@sdgart of the paper discusses
the importance and the essence of the public paiyanalyses the position of
the financial policy in relation to the microfinansector, its desired shape as well
as its challenges and constraints. The final, tipadt of the study presents
selected public policy programmes based on theusgcrofinance, which may
constitute the basis for developing a coherent epnhof public policy on
microfinance.

1. Microfinance andits importanceinthe financial system

The analysis of microfinance is tied to financiadpeomic and social issues.
Microfinance is identified as an element relatethtoproblems of poverty as well as
financial and social exclusion, which are assodiatih the occurrence of shortages
in the economy and the need to improve the res@li@eation effectiveness. From a
historical perspective, many authors regarded riaoce mainly as a tool needed to
fight against poverty and exclusion. Adopting trefimition presented by the UN,
microfinance may relate to loans, savings, insuamoney transfers, microcred- its
or other products targeted at low-income clié@shers perceive microfinance

2 ONZ, http://www.unic.un.org.pl/rok_mikrokredytu/midkredyty mikrofinanse.php, Warszawa,
November 2004 [retrieved: 6.03.2016].
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in more general terms, recognizing its role in @dg financial exclusion; in this

context, the abovesaid exclusion is referred toeaisgunbankecbr underbanked,

underserved.This approach adopts the definition provided bylganoet al*
according to which microfinance also deals withghamotion and dissemination
of different forms of financial intermediation whiare aimed at under-banked cli-
ents, who cannot use the traditional methods aadratls due to their size, income
level or a lack of financial education. This broadefinition corresponds with the
one adopted by the European Union, where microciegerceived as a loan of
less than 25,000 euros offered to entrepreneupa(iircular to microenterprises),
social enterprises and workers, people living iagoty, described as unbanked,
and thus not having access to traditional capitatees’ Currently, microfinance
institutions are a common form of financial intedaion not only in the poorest
countries but also in developed countries, inclgdinrope. They constitute part of
the national financial systérand provide financial intermediation services. They
also play a significant part in the implementatbspecific functions and achieving
social objectives such as: reducing poverty anidihgnithe scale of social and finan-
cial exclusion, and they contribute to the actmabf women in the labour market.

The primary objective of their activity is to suppsocio-economic development

through the promotion and financing of microentesgs and creating new jobs.
Depending on the form of ownership, we may distislythe following catego-

ries of microfinance institutions:

* public microfinance institutions;

e institutions owned by its members, e.g. credit ngjo

* non-governmental organisations (NGOs), which haenlzreated on the basis
of non-profitactivity and provide microfinance services as pttieir statutory
activity, e.g. associations and foundations;

e banks, operating on a commercial basis, which afigide range of microfinance
services and products; this category includes, gmtmersgreenfield bankd.e.
institutions whose main objective is to provide kiag microfinance services.
As the presented definitions and classificationthefmicrofinance institutions

show, due to their considerable institutional aygtesm diversification, it is difficult

3 P.Bkdowski, M. Iwanicz-Drozdowska&\ykluczenie nansowe w Polsce flimmsci przeciwdziatania
“Polityka Spoteczna” 2, 2010, p. 6.

4 L. Vigano, L. Bonomo, P. VitaliMicrof3nance in Europesiordano DellAmore Foundation, “Working
Paper”’, November 2004, p. 4.

5 H. Kraemer-Eis, A. ConfortiVlicroBnance in Europe. A Market OvervidilF Research & Market
Analysis, “Working Paper” 001, 2009, p. 10.

6 L.R.Reedstate of the Microcredit Summit Campaign Reporti2MISC (Microcredit Summit Cam-
paign), Washington D.C. 2011.
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to give a clear universaldefinition of this secidevising a coherent legal frame- work
to regulate its activity turns out to be an eveeatgr challenge. Therefore, in
Poland and in the majority of countries in the worhicrofinance as a sector is not
subjectto any specific legal regulations. Thais of the reasons why introduc- ing
a sectoral public programme dedicated to microfteaoroves so difficult. The
extensive studies of the European Microfinance Ndtwarried outin 2012/2013
confirmthat one of the causes ofthe limited dseiorofinance institutionsis a lack
of separate regulations forthe microfinance seétorexample, microfinance insti-
tutions in Poland operate within the general [&gahework, i.e. commercial code,
civil code, labour law, banking law, the law ongmral data protection, the law on
competition, consumer protection, and others.

Another equally important element affecting theguoity of implementing
such a programme is the need to carry out the togemeasurement and evalua-
tion of the influence of microfinance institutioms the social and economic devel-
opment of the country. There are many elementsofitacroeconomic assessment
which present the positive effects related to tttevidy of such institutions, both
with regard to the services provided and achiesowal objectives; however, they
are not commonly applied or properly defined orlexpzd.

As G. Pesa and P. Porretta emphasise, the micnafiastitutions have gained
recognition in the European Union in recent yeastaeir role in building social
inclusion and facilitating economic growth at aioe@l level has been generally
noticed and appreciated. However, as experts engghdlsey are not taken into
account in the national development strategiesNgtenal Action Plan — NAP)
of many Member States. Also, at the level of thedpBrational programmes, most
undertaken initiatives are neither translated sygecific actions nor widely pro-
moted in projects. The findings of the conductealyses indicate that microfinance
is the financial instrument which could be includiedt least two structural funds,
namely, the European Social Fund (EFS) and thegearmRegional Development
Fund (EFRRY.

7 M. Bendig, M. Unterberg, B. Sarpor@yerview of the Microcredit Sector in the Europé&hmon, Euro-
pean Microfinance Network, Brussels 2014.

8 P.Porretta, P.Giovanni, op.cit., p. 91.

9 B. Maas, S. LammermaBesigning microf3nance operations in the EU. A maaondow to build and
implement microl3nance support programmes using 8f¢ ESF, Brussels 2012.
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2. The essence of public policy and its importance
inthe context of microfinance development

Public policy should be regarded as activitiehapublic sphere which influ-
ence the functioning of a large group of people @ffect various social and eco-
nomic phenomena. The scope and boundaries of ppndlicy are constantly subject
to discussion. The science on public policy dasekio the first years of the twen-
tieth century, when political scientist C. Merrianed to combine the theory and
practice of politics in order to understand thesatactivity of the government.
According to H.D.Lasswell, the objective of mylsciences was to determine “who,
what, when and how gets the valéf&Contemporary definitions in this respect refer
tothe identification and use of particular compusef public policy. T. Dye defines
public policy as a study of what the governmentsvday they do it and what
differences arise from#tInturn, M. Kraftand S. Furlong define public poylias a
cycle of the government’'s taking or not taking auwtiin response to social
problemst?® In con- trast, D. Robertson and D. Judd limit toeaept of public
policy to the role and importance of the governrabnstitutions, defining itas an
independent variable, which is a key point forchanges shaping the current and
future policy in relation to the expectations camaeg different areas of the state’s
influence onthe economy and society (other pdidiePublic policy is a term
referring both to redistribution and regulatoryiates, since it refers to the
principles of shaping the institutional structuseveell as sectoral conditioAs.
Thus, the state should be the entitlyich provides incentives, creates regulations,
reduces social tensions, develops andlements both public policy at the national
level and sectoral policies which constitute congrada of the overall strategy of
the social and economic development of the country.

The analysis of the definitions and the assessofdéhe importance of public
policy shows that the undertaken activities shdwalthased on the combined legal
and regulatory instruments, providing appropriaéasures available to the public

10T .A. Birkland, Introduction to the Policy Processl.E. Sharpe, Armonk, 2005, p. 7.

11H.D. Lasswell Politics: Who Gets What, When, Hplwn:] RePolitical Writings of Harold D. Lasswell,
New Haven Press Inc., New Haven 1936, p. 283.

12T.R. Dye,Understanding Public Policygrentice Hall, Englewood Cliffs, New Jersey 19871.p

BM. Kraft, S. FurlongPublic Policy Politics, Analysis, and Alternatived"ed., CQ Press, Los Angeles
2013, p. 3.

14 D. Robertson, D. Jud&e Development of American Public PoliRg Structure of Policy Restrajnt
Scott, Foresman, Greenview 1989, p.7.

15Ewaluacja w polityce publiczneh. Surdeja, (Ed.), Difin, Warszawa 2013, p. 8.
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administration bodie¥ At the level of public institutions, it is importato carry
out specific operations, using the instruments whefficiency has been verified
(e.g. using international experience) and whichlmmplemented at the national
level. The policy developed in such away becommebasis for the executive meas-
ures applied to solve a specific range of problevhgre the decisive criterionis the
recognition of public (common) good.

The crisis and its effects have increased the itapoe of public institutions
in maintaining the stability of the financial systand its involvementin the restruc-
turing process of the financial institutions, btsditional ones and those included
inthe sector of alternative finance. Public easitvhich are responsible for maintain-
ing the stability and security of the functionirfdinancial sector institutioriéhave
introduced modifications mainly with regard to tigectives, functioning, actions
and the applied instruments. These actions aim@ioving the condition of the
financial sector and achieving strategic goalsatiational level such as: ensuring
the safety of the functioning of financial instituris on the market and creating the
basis for the implementation of the national scaral economic goals. Stable and
secure financial institutions, based on firm fouratss, also have a possibility of
absorbing external shockdn the case of microfinance, the importance of grov
ing public goods and services is clearly definediiarderived from the definition
of the sector, which according to its assumptidi@ikl concentrate on the provi-
sion ofnon-profit, not-for-profior low-cost services. The relevance, effectiveness,
usefulness and effectiveness of the decision-makiocesses in the area of public
policy in relation to microfinance are determingarmny factors, however, priority
should be given to the financial aspects. Theretbeestrategy of the development
and strengthening of the importance of microfinanadle country’s financial and
economic system should be based on the identthicafithe financial factors, with
the consideration of the division into the market public part of the financial sys-
tem'®and provide the basis for the development of sulesgtosegments of public
policy (sectoral policy) implemented at the natidegel.

16 Polityka publiczna. 10 lat Polski w Unii EuropejskiJ. Oshski, K. Negacz, K. Olgkowska-Kubiak,
(Eds.), Oficyna Wydawnicza SGH, Warszawa 2014, p. 9

17 The institutions responsible for the stability asaturity of the functioning of the financial system
during the crisis were defined using the categdfinancialsafety netin Poland, theafety neincludes:
the National Bank of Poland (Narodowy Bank Polstkig Financial Supervision Commission (Komisja
Nadzoru Finansowego), the Ministry of Finance (Mtarstow Finanséw) and the Bank Guarantee Fund
(Bankowy Fundusz Gwarancyjny).

18 Narodowy Bank PolskRaport o stabilnéci systemu Rnansowego w Polsairszawa 2016, p. 10; http://
www.nbp.pl/systemfinansowy/rsf022016.pdf [retrieveéd3.2016].

19System Bnansowy w PolsZe Polaski, B. Pietrzak, B. Wozniak, (Eds.), PWN, Warsz&08a8.
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Theimplementation of public policies cantake plaithe international, regional
andlocallevelinahorizontal, sectoral or subyexlimension. Since Poland’'sacces-
sion to the European Union in 2004, most of thecpes carried out by the state have
been adapted to the EU assumptions and guideliheshasic EU horizontal pol-
icies for 2014—-2010, which are regarded as theipridirections of the social and
economic development, include: sustainable devetopyequal opportunities and
information society°The microfinance policy does nothave aclear deat@n line
and finds itself in the area bordering betweenrfanal and social policies. Micro-
finance is an element of the financial systemodisurrence in the market results
mainly from the need to satisfy the basic econ@ndtsocial needs indicated by the
society. Many countries identify their so-calledtlmmecks, which inthe time of the
financial crisis are mainly related to providing 8ources of finance for households
andenterprises. The shortages and gaps (incltiisg-called financial gaps) indi-
cate threats to the stability of the economy asiddividual elements. Many of their
sources also lie in the ways of shaping publicqiedi applied to date at the national
level, as well as in the relevant influence of exééfactors’!. This situation in par-
ticular determines the need to use the resouraktharpotential of microfinance.
Simultaneously, one should bear in mind that alktreas of public policy are char-
acterized by the desire to find the ways to imptbeavell-being of the socieyIn
its scope of activity, public policy should referthe issues and concepts which are
notgenerally accepted by the society and requiieeventior?®Accordingto G. Pes
and P.Porretta, microfinance, self-employmentaitto-entrepreneurship should
become public policy priorities in the field of emmic growth andsocial inclu-
sion?*However, R. Szarfenberg draws attention to thetfeadtso farthere have
been no common areas between the conceptual dhegpoiblic and social policy.

As partofthe currentlyimplemented national agienal public policy in Poland
there appear tendencies to prioritise the initeisonsisting in increasing employ-
ment rather than promoting self-employment. Higirearity is given to the activ-
ities aimed at improving the situation of small dinen-sized and large enterprises

20 Fundusze Europejskie, https://www.funduszeeuropepptv.pl/strony/o-funduszach/zasady-dziala-
nia-funduszy/czym-sa-fundusze-europejskie/ [re&ie\27.02.2015].

21 A. Zybata Paistwo i spoteczstwo w dziataniu. Polityki publiczne wobec potreedtlernizaciji pastwa
i spoteczéstwa,Difin, Warszawa 2013, p. 14

22Ewaluacja w polityce publicznef\. Surdeja, (Ed.), Difin, Warszawa 2013, p. 8.

23M.E. Kraft, S.F. Furlong, op cit., p. 4.

24G. Pes, P. Porretta, op.cit., p. 148.

25 R. Szafenberd(liejsce polityki spotecznejw polityce publiczigjspertyza na potrzeby projektu Kal-
kulator Zaniechania (Expertise for the needs ok Talculator of Costs of Inaction’ project), Wansaa
March 2013, p. 33, http://rszarf.ips.uw.edu.pl/gdRpertyza_ PSwPP.pdf [retrieved: 27.02.2016].
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instead of micro-enterprises. The role of publibgyes appears to be focused on
training and retraining staff as well as providoogsultancy services for the staff of
former large enterprises. However, at this poirg #lso important to indicate that
the scope of their activity in the area of estdidlig and developing micro-enter-
prises is perceived as limited.

3. The examples of public programmes and development
strategies of the microfinance sectorin Poland

In Poland, similarly to most EU countries, there mo developed and imple-
mented policies concerning the microfinance seegpecially in terms of the insti-
tutional recognition of these financial entitieerSiderable market diversification
in this regard seems to limit the effectivenesthefactions taken in the form of
public programmes dedicated to microfinance, tegstematization or the eval-
uation of their activity. In Poland, the only egptiwhich plays a leading role with
regard to the coordination of the public policyated to microfinance is Bank Gosp-
odarstwa Krajowego (BGK). In order to ensure mffientive and more sustainable
use of structural funds, the European Commissianimalemented a number of
programmes and financial instruments which are supd by BGK. The Council
Regulation no. 1083/2006 of 11 July 2006 is therpabvision governing different
aspects of the use of financial mechanisms, i@labe financial support, other
than just grants or subsidies, offered by the EeaopUnion in cooperation with
the European Investment Bank (EIB) and the Europeastment Fund (EIF). The
two initiatives concerning microfinance were: JERIEMJoint European Resources
for Micro to Medium Enterprises) and JASMINE (Jo#wdtion to Support Micro-
finance Institutions). The JEREMIE initiative wasplemented by the European
Commission in cooperation with the European Investirfrund and the European
Investment Bank and was focusing on 2007—-2013 progres. This enabled the
governmentand self-governmentto allocate funidsed by the European Regional
Development Fund (ERDF) in the form of capitalfieand/or guarantees. Unlike
the grants, where funding is provided as one-oéicial aid, the JEREMIE instru-
ment was renewable, and the allocated funds wereded to be used repeatedly.
The assistance could take the following forms:

26 P, Porretta, G. PeblicroBnanceEU Structural Funds and Capacity Building for ManggAuthori-
ties. A Comparative Analysis of European Convergdegions, Palgrave—Macmillan, New York 2016, p. 52
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» consultancy and technical support;

e low-interest loans;

e credit guarantees;

e capital investments aneknture capital;
e guarantees.

In Poland, the responsibility for the implementatad the initiative was vested
in the Marshal Office, the entity in charge of Regional Operational Programme.
The Marshal Office then transferred the fundseédlanager of the JEREMIE Trust
Fund, thatis Bank Gospodarstwa Krajowego. The BElKcted financial interme-
diaries (loan funds, guarantee funds, banks aner ditmancial institutions), and
through these entities the funds were transfeaedtrepreneurs. The target group
of these programmes were micro-, small and mediaedgrivate enterprises or
the enterprises in the final phase of privatizatidme specific purpose of the initi-
ative was to provide financial aid to companieh@initial stages of their business
activity, with no credit history or collateral dfe appropriate valu@In the current
EU financial perspective (2014—-2020), the mechamagbeen adapted to market
requirements and the expectations voiced by thelbée Btated2The second phase
ofthe JEREMIE programme (JEREMIE 2) was implement€017. Forexample,
in the Mazowieckie voivodship, enterprises fromtbgion can use the available
funds of PLN 280 billion allocated to the developrh&nd establishment of enter-
prises as well as to support the ecological prodogirocesse?.

In Poland, the category of the microfinance instius which participate in the
implementation of public policy also includes Idands which have been oper-
ating in the microfinance market since the earl90 The creation of this sector
resulted primarily from the desire to provide amshal sources of financing for
customers who, in the future, will constitute aspe category of the clients of
banking institutions. Due to the nature of theiegiions and the mission result-
ing from conducting an activity which is not onisofit-oriented, loan funds strive
to reduce the development disparities in the reqaom to provide financing for
the development of entrepreneurship, countera@lssalusion or limit its scale.
Loan funds are one of the basic groups of finanotarmediaries which concen-
trate on the effective allocation of the capitahfrthe EU programmes and trans-
fer it to the beneficiaries (entrepreneurs) seekitditional sources of financing

and Europejski Fundusz Inwestycyjny, JEREMIE —tleuropean Resources for Micro to Medium Enter-
prises, http://www.eif.org/what_we_do/resourcegfpeie/index.htm?lang=-en [retrieved: 27.02.2017].
27 JEREMIE,Czym jest JEREMIHttp://www.jeremie.com.pl/ogolnie/ [retrieved: 22.8017].
28Europejski Fundusz Inwestycyjny, JEREMIE, op.cit.
29Bank Gospodarstwa Krajowegoww.bgk.plretrieved: 10.10.2017].
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their operations. The main objective of their atyiis to reduce the financial gap,

the level of poverty and to stimulate entrepreneprsThe development and the

increasing importance of loan funds in the econang/the financial system could
be observed in the last decade, in particularamp#riod of significant growth with
regard to the possibilities of recapitalising thrisiness operations with resources
from the EU funds?®

The subsequent public programme implemented wélpdrticipation of the
microfinance sectorwasthe JASMINmitiative, created by the European Commis-
sion, the European Investment Bank and the Eurdpeastment Fund. JASMINE
was implemented as a pilot programme in 2008 arstbaaied out in the period of
2007-2013?Its objective was to support the development oftleofinance mar-
ket in the European Union by providing financial 8bans, capital) and technical
supporttargeted atnon-bank entities providingaficance services. The activities
carried out as part of this programme were to lmeptementary in relation to the
objectives set and achieved within the JEREMIE &amork. As foreseen bythe
European Commission proposal from 208&#ge objectives of JASMINE included:

e support of the development of entities renderingrafinance services and micro-
finance institutions (MFI) in different areas oethoperationsgovernancerisk
management information systems and strategic pignni

e helping these intermediaries to achieve stabilitparket conditions.

In 2010, the European programme dedicated to mimaote — the European
Progress Microfinance Facility for Employmentandial Inclusionwas created. Its
establishment increased the availability of micealts allocated to founding and
developing the activity of small enterprises. ligaative was to expand the number
of microfinance products and services through atitim of the operations of finan-
cial intermediaries supporting the developmengtbittdhstruments, guarantees and
equity financing. This programme consisted of tyets of instruments: equity and
guarantees. Equity instruments comprised mainlyleahs, subordinatedloans,
risk-sharing loans and equity shares targetedhah@ial intermediaries in order
to help them maintain their liquidity, constitutitige capital basis for granting
microcredits. The primary objective of the instrurtsamplemented as part of this
programme was to help to create and further devalopenterprises. The budget

30Rynek funduszy pyczkowych w Pols¢®ZFP Report, Warszawa 2015, p. 3.

3lhttp://ec.europa.eu/regional_policy/pl/funding/dpesupport-instruments/jasmine/#2 [retrieved:
15.10.2014].

32Europejski Fundusz Inwestycyjny, JASMINE — Jointtidn to Support Microfinance Institutions,
http://www.eif.org/what_we_do/microfinance/JASMINE

33Komisja Europejska;uropean initiative for the development of micratitén support of growth and
employment]l3 November 2007.
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of the Progress programme for 2010-2013 was estdratEUR 203 billion. In the
next financial perspective, i.e. EU 2014-2020, Rnegress programme constitutes
one of the axes of the Employment and Social InmvdEaSI) Programme, whose
overall budget for the period is estimated at EUR,9 billion, and approximately
21% of the funds is allocated to the developmembicfofinance*

The development of the institutions included indhegory of microfinance is
not feasible without proper support on the pagpuslic institutions. In 2009, the
European Parliamentissued a resolution contarecgmmendations on the imple-
mentation of the actions supporting the developneémicro-loan institutions
in Europe®In addition to the initiatives developed at thelEkl, there are also dif-
ferent kinds of the public, social and privateiatitzes supporting the development
of the microfinance institutions in Europe. JASMINES one of the initiatives, and
it was aimed at increasing the scope and randeeddrvices of all kinds provided
by microfinance institutions as well as supportingir development so that they
could become profitable and efficient institutiomghe financial services market.

Summarising the considerations set out in thisqifate article, it is important
to note that there is a wide variety of programfoeasing on the use of the poten-
tial and strengthening the role of microfinanceitnions. Most of them have been
developed and financed with public funds. Howedteg to the fragmentary func-
tioning of the public programmes, their effectivemand market significance does
notallowachieving strategic national or Europsanal and economic goals. There-
fore, itis necessary to develop and adopt a camepive, coherent, and long-term
public programme allowing for the exploitation bétmicrofinance sector poten-
tial. Itis important to note that the lack of dnecent strategy considerably limits the
availability of the abovesaid local institutionsietko their relatively small size and
Importance, they are not widely recognisable, am$equently, they are not com-
monly used by the public.

34 Programy Ramowe Unii Europejskiej w perspektywemnBowej 2014—-202Enterprise Europe Network,
Krajowy Punkt Kontaktowy Programéw Badawczych UBRP, Warszawa 2014, p. 2%:rémework Pro-
grams of the European Union in the Bnancial perspe@014—2020Enterprise Europe Network, National
Contact Point for EU Research Programmes, PARFs2&fam 2014, p. 25).

35 Rezolucja Parlamentu Europejskiego z 24 marca R@@%vierajca zalecenia dla Komisji w sprawie
“Europejskiej inicjatywy narzecz rozwoju mikrokngdw dla wsparcia wzrostu gospodarczego i zatrud-
nienia”, OJ 2010/C 117 E/14 (European ParliamemstoReion of 24 March 2009 with recommendations
to the Commission on “A European initiative for thevelopment of micro-credits to support growth and
employment’, 0J 2010/ C 117E/14..
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Conclusion

Classical economics recognizes the issue relatdgetehortcomings of some
markets and market mechanisms, which means thatélgeire various types of
public intervention, for instance in the form ofjtgation (or inspiring self-regula-
tion). The authors tend to agree with the opinafiiee economists who emphasise
that the free market mechanism is efficient inaiartircumstances or after meeting
specific condition$®Therefore, we need to devise and implement a cdmepsive
policy related to the financial sector. The majooit emerging cases of market tur-
bulence, instability and imbalance are connectdutive non-optimal use of market
mechanisms. However, in the situation where tisaa¢hreat as regards the efficient
and effective functioning of the state or stratedgenents of its policy, there isaneed
for undertaking actions to remedy the situation.

The arguments supporting the need to create aeotiéong-term and effec-
tive national financial policy related to the miirance sector include the follow-
ing phenomena:

» the scale and effects of the global financial sr@sid its influence on the finan-
cial system in particular counties, individual fivegal institutions, the society
and the condition of publicfinance;

e the increase in the importance of financialisataefjned as relations of the
assets of the traditional financial sector to takig of GDP;

» the scale of aid for the financial sector;

* the change in the ownership structure of capitdié@banking sector;

e sustainable economic development requiring a swstée financial system;

e the emergence of new institutions, instrumentsveneentire sectors in the
market which, in combination with the lack of propecognition or sufficient
knowledge onthe scale of their activity and redaitek, may generate additional
risks and have specific negative economic and bocaresequences.

The public policy carried out in relation to theamifinance sector should be
adapted to the identified goals and available nes®y and its results should be
subject to constant evaluation. The policy shoatis on building horizontal and
long-term bonds, which requires the coordinationasfous areas of the economy.
However, it is also important to bear in mind thetfthat the actions undertaken
in this regard impact the decision-making processesher market participants,

36A. Zybala, op.cit., p. 20.



214 AgnieszkaAlinska, 1zabela Czepirska

focusonthe essentialissues and strengthen datitqmocesse8Theintroduction

of the public policy, its modification or supplentation should be enriched by the

previous experience and the evaluation of the ag@lolutions and effects. Based

on the collected data, it is important to indidéiee new instruments and measures
aimed at achieving new goals. The analysis of thegnted considerations points
out that the public policy related to microfinarst®uld be based on the use of the

EU programmes and aid funds as well as the intémaaicial potential of the state.

However, to date, in Poland such a policy has eenhlileveloped or executed. This

may be due to the fact that Poland is in the ingtiease of its implementation. In

practice, itis possible to distinguish the follogistages of its implementatiéh:

e selectionof programmes, i.e. collecting and chag#ie best proposalsto solve
public problems;

e implementation of public programmes;

» evaluation of the results and effects of actiokerawith regard to public policies.
An appropriately devised legal and regulatory freumek, created as part of

a coherent, long-term and stable public policytesldo the financial sector, should

include the following basic elemerits:

e creatingthe rules aimed at creating the marketmliae which will support the
market forces and the environment;

e presenting rights and obligations that are clednarderstandable for all mar-
ket participants and defining theirresponsibility;

e creating incentives to ensure the effective ang@réunctioning of all partici-
pants in the financial services market;

« limiting the excessive risk related to exceedirgytliies of capital requirements
and asset portfolio by financialinstitutions;

e providing adequate rules related to the marketyezsdncerning: the amount
of equity, requirements for main shareholders andagers, transparent own-
ership and organisational structure, as well aimiohef the level of supervision
and internal control;

e providing transparent rules and principles foricmificing activities and possi-
ble restrictions for weak entities;

e creating conditions for market participants to obsafficientinformation so that
there is no asymmetry as regards information camegramong others, valua-
tion of assets or the applied reporting procedures.

37M. Zawicki, Wprowadzenie do nauk o polityce publicz®)VE, Warszawa 2014, p. 21.
38B. Guy PetersAmerican Public PolicyPromise and Performance, CQ Press, Washingtoh, 20d.
39Report of the Working Party on Financial StabilityEmerging Market EconomigBinancial Stabil-

ity in Emerging Market EconomieBank for International Settlements, Basel, Apri®I9pp. 25-27.
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