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The Conflict between the Regulation of MFIs and
the Objective of MFIs as Serving Low-income Group

HE Guang-hui', YANG Xian-yue’

(1.Department of International Finance, Fudan University, Shanghai 200433, China ;
2.Institute of National Economy, Shanghai Academy
of Social Sciences, Shanghai 200020, China)

Abstract: With the rapid development of MFIs in China, the regulation
system of MFIs is under discussion. The international experience shows that
there are significant differences between regulated MFIs and unregulated
ones from the angle of operational depth. It seems that the regulation of
MFIs curbs their financial services to the low-income group, which contra-
dicts the target of the foundation of MFIs. Adequate capital is beneficial to
MFIs’ extension of operational depth, which may be the positive effect of
the regulation. In addition, other MFI-specific and country-specific variables
also have effects on their operational depth. Therefore, China should avoid
the copy of the regulation of traditional finance institutions and guard against
mission drift.

Key words: microfinance institution; regulation; mission drift
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