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A Regional Public-Private
Financial Sector
Modemisation Program

“It is crucial to be aware that market-led progress does require
co-operation among economic (public and private) agents. The
driver of co-operation should be, as much as possible, moved by
the private sector, i.e. by an enlighten perception of the private
interest. But we cannot be blind to the fact that the necessary co-
operation among private market participants does not materialize
unless public authorities play an important role in promoting it”
(Tommaso Padoa-Schioppa, former Executive Board Member,
European Central Bank and former Minister of Economy, Italy)

Luigi Passamonti

Head and Founder,
Convergence Program
Ramona Bratu

SPI Albania General Manager

and SPI Regional Operations Director

D}.-'uaullic Montenegro knows well that
econonic progress results fronm coor
dinated actions by Covernment, business
conumunily, other public authorities and
civil society.

Public-private co-operalion is necessary
also for financial sector moderndeation, even
though responsibility for finanaial and mo-
netary stabilily stays solely with the Central
Bank of Montenegro, Finaneial sector mao-
dernization ailds en stability, bul goes well
kevond stabilily, “Modernization is the pro
cess of Anancial innovation and arganizati-
omal improvements that add possibilitics w
engage in financial transactions with reduced
eosls in a competitive environment’, says e
Furerpuan Cenlral Bank, Modernization creates
Uhe conditions fon the financial comsuniry to
delivery praducts and services adapled Lo Lhe
develnprient necds ol Use country — and its ci
Lizens. The financial comumity must play its
part in this enmplex process - and so should
also the wsers of inancial services,

Hon could autheritiesand the financial com-
munity expand their collaboration o build 4
miescdern lnancial sector in Montenegro?

The experience ol the World Bank’s

Convergence Ih'ngmm’ in Romania and,
mure recenlly, in Albania shows that the
banlking community can undertake a much
larger modernization prograrm 7 the tradili-
ol collaboration betwee n central banlcand
banking association evolves lowards a more
mndern framework based on the Gllowing
principles™

s unanimous poblic-private agreement
on a modernizalion program with sleong
public and private benefits:

» comprehensive analysis and careful re-
commendation of possible solulions pre-
pared by teams of local public and priva-
te experts with occasional international
Liclps;

o unanimous public-private agreement
an hew to implement the recomimenda-
Lions; and strong implementation discip
line to reach the intended public and pri-
vate henefits.

SPI ROMAMNIA

In Mlarch 2006, the Converpence Program
promated the launch of a public private
hnancial sector partnership in Romania:
ST Romania [wwwspi-romania.cul, SP1

vy s it soad (el proned s i e design of s Ses-badifeg aopuderory ncasares.
2 Principles are driwn fraee te BU s Bagelading, whick prrensies Banking ooy poalveseit o the design of resiatery id sell-repuiaiery ieastires,
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stands for “Special Projects Initiative”, SPT
Romania is placed under the oversight
of the SPT Commitlee which pathers top
lewvel representatives of Mational Banle of
Homania, Komanian Ban L'm[_: Aszociation,
Winistry of Feonenry and Finance, National
Authority for Consumer Protection and
Convergence Program,

Touits fivst meeting in Seprember 2006, the
5P Commities decided to undertake 14 mo-
dernization projects, The selecled projects
were relevanl Lo both suthorities and marlet
participants as they reflected a mix between
“public goed™ ehjectives (e, petential redue-
tion in costs of bank products and services:
impraved access to hank products and zer-
vicesy improved regulalory ad enfinccinent
enmvironment; enbanced tools or monitoeng
financial stahility} and “industey™ nhjectives
(., improvernenl ol oacwel infrastousciu,
accounting and reporting systems; diversih-
catiom and srrovwth of market opportunities;
redustion of costs),

Importantly, these projects were additional
tovthe regnilatory activity programmed by the
Malivnal Bank ol Romania and required the-
retore additional resources to be processed.

Tn owder to handle these projects, a 521
Secrelarial was tormed consisting of fwo
persons: one with hanking experience acting
as Thrector for Bank Prodocts and Services,
and one with analytical background gai
ned ina central banking context, acting as
Dircctor for Analylics and Policy. The SFI
Secretarial mobilized the best expertise avai-
lable in Romania, from Gnancial aullorilics,
(s banling comumunity and from other orgs
nizations, forming Project Working Groups,
Asof December 2007, there have heen mare
i Project Woulding Group meetings, gathe:
ring more than 120 professionals from 33 ins-
titutioms, of which 17 public instilutions and
16 private institations,

‘The 5P1 Secretariat supported the analyses
formulated Ty the Project Working Groups
with gualitative and quantitative evidence
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SR Romania 2007 Activity Program

and added an internatinnal perspective to the
documents subimitled for SPT Commuties en-
dorsement, Borelgn expertise was used only
oy punclual cases o offer solotions, to deliver
Independent opinions on disputed Issucs or
to peer-review the reconunendations.

Aller eoe year of hard work, these projec-
ts led to several bow or regulalory proposals
LAMT, law, slecttonic processing of debit
instrunents, rural lending, TPRS provisi-

Information Sharing MiFTD mplementation
and the fwo database projects) and two slu-
dies un inlernational experience and best
practices.

In conchision, the innoevative SP1 public
private governance and :Lnal}'ﬁm] stricthre,
supported by a small Secretarial, enubled the
Romania financial community to register
big progress on key modernization prio-
ties — ower and above those that the analyli-

v

cal resources of the Central Banlo and other
authorities could have processed.

oning), self-regulatory measures (Banking
Ombudsman, Expansion of Positive Credil

A STUDY CASE: ELECTRONIC PROCESSING OF DEBIT INSTRUMENTS.
In Rowmania the electronic pﬂynieni system established in 2005 dm‘u tinchide
the reocessing of debit instruments (checks, drafts and Prowissory notes) as
the banking community could't getioa comitHon opinion in this respect. For
somie of the banks this wasn'l a hig tssue dise to the non-relevant volume of debit
intslrriments processed each year, other opted for not m.ing checks anymiore
(most frequent debit instriments) due to the risks attached and other banks
considered that evert a sort of Sintermediary” solution could be preferred to
the mamual grocessing of debit instruments. The SPL project objective was o
farmﬁfﬂfe an evm‘cnccd tased recommendation for the banking COHIAITY
1he project warking group gathered representatives of banks, central bank,
TransFonud (the company operating the payment systert in Romania), Ministry
of Economy and Finanee and National A uthovity for Comsumer Protection,
Its recommendation was to maintin (he use of the debit insty "Uieits biit
to infegrate their processing in the electronic payment system aned the miy
arguments were biought by consumers’ representaiives (the advantages of
usitig thetr and the lack of a perfect substilute) and the fignres evidencing the
potential nel cost savings generated by the electronic processing — about EUR 27
mitllion per year at the banking system level, The project working group proposed
also fo continue the SPI project with the implementation phase con sisting of
Jormudating law amendment proposals, as the legislation on debit instruments
needed to be changed in order to allow the electronic presentation of debit
instruments, and then the secondary reanlations amendment proposals ﬁ'{gﬂﬁ:&?‘
with the technical requirements: After SPI Committee endorsement, SPT
Secretariat prepared, based on the PWG report, docrments for consultation and
followed up for clear decision, The recommendations being agreed by the main
stakeholders, the PWG continued with the following two stages of the project,
The law amendment proposals were finalized by the end of April 2007 and were
enacted, in March 2008, after bﬂmg endorsed by the National Bank of Rorunia,
Eurapean Central Bank, Ministey of Economy and Finance anid M:ma!r} of
Justice,

dernization program;

Convergence Program orgunizes
Regulatory Impact Assessment trai-
ning seminar lo build evidence-hased
rolicy desian skills;

Crce Tunding seurces are identi-

fied for a two-year program, the
Convergence Program could help roc-
ruil and Lrain the SP1 Secretariat.

= SPI Secretarial propares moderni-

wation procram proposal for SPI
Commilles approval;

After 5P1 Committes approval, SD1
Secrelariat mohilizes launches Project
Working Groups and supports their
activities,

- Three momths later, first Praject

Woarking Propusals arc ready for 5P
Committes endarsement,

= I launched, SPT Montenegra would

jein a growing regional network of 501
platforms that would operate as SPL
South Easl Europe.

5P| SOUTH-EAST EUROPE

Regione Puglia, with rﬁhmmhuppmt
Srom the World Banls Convergence
Program, is promuofing  SPI South-
East Furope (SEE), an initiati-

ve aligned with the objectives of the
Luropean Tervitorial Co-Operation
Programme South-East Euvope. SPI
SEE will catalyze large-scale financial
sector modernization Programs in se-
veral South East Europeart coutitries.
SPI SEE infortusits activities on the
experience of building the EU Single
Financial Market which shows the im-
Jrrhance: C'T i Iﬂiig-—tf.';r i progran-
tic approach (“Financial Sector Action
Play™} iy the use of evidence-based
analysis supported by market consulta-
tions (“Better Regulation”) to effecti-
vely handle a large volume of growth-
enhancing regulatory changes over a
protracted period of Hme.
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