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From the first days of independence,
Uzbekistan has started the implementation of reforms
in financial and banking sector. It was formed its
own national banking and financial system of the
country and created a unique mechanism for
providing financial services. These show that while
in the international financial system there are
indications that various financial gaming and
fraudulent competition, Uzbekistan has formed a
reliable financial system and going that route. In this
regard, the President of Uzbekistan Islam
Abduganievich Karimov stated the following: “In the
period of global financial and economic crisis the
financial and banking system of the country has
proved its stability and reliability. At the same time,
strengthening this system connected with attraction
of the private capital in the banking-financial sector
at the expense of formation of legal bases in leasing
on the basis of private banks and private property,
financial institutions such as insurance companies,
credit unions, microfinance organizations. Hence this
gives an opportunity to enhance competition and
improve the quality of customer service in the market
of Bank and other financial services and creates
conditions for the development of modern market
infrastructure that meets the requirements of the
highest international standards” [1].

The reforms of the 90-ies of the last century led
to the development of entrepreneurship and
economic liberalization and this are, in turn, served

to increase the demand for credit resources.
However, during this period banking institutions
have not yet reached sufficient development and
could not provide a service for great part of the
population that has not had a stable income and
collateral.

Under these conditions, citizens are combining
their financial and intellectual resources have formed
associations, foundations, and credit institutions
called “microfinance institutions”.

For the development of microfinance services
as additional factors were carried out legislative
reform in the CIS countries and adopted new
regulations in this period, in almost all the CIS
countries have passed laws regarding the civil code,
credit unions, microfinance organizations and
microcredit.

It should be noted that the emergence of micro-
credit institutions and acquisition on market of the
microfinance services is determined by the
distinctive characteristics. This process was observed
not efficiency initially formed to credit institutions
and instead implement financial assistance of the
economic  subjects of small business and
entrepreneurship, the goal of getting big benefits, and
implementation of financial fraud. This, in turn,
demanded the extension of the implementation in
comparison with the credit unions microcredit
institutions and its transformation into the
organization, implementing effective financial
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provision of services for business structures. From
this point of view, in the early twenty-first century
began to form the institution of microcredit as a
banking and non-banking institutions, and today's
practice shows that the service they provide from the
point of view of finance are effective and sustainable.

In this regard, it is to highlight the relevance of
the activity of micro credit agencies as nonbanking
organizations in the market of financial services.

It should be noted the provision of nonbanking
entities or credit institutions unlicensed financial
services to the population outside the banking control
and according to this, the problem of determining the
legality of the provision in different countries has its
own characteristics. For example, in the U.S., the
activity of some nonbanking organizations denying
regulation by the Federal Reserve, argues that the
services provided by them to attract and grant funds
are not considered bank transaction. For this reason,
from the point of view of legality, has developed
explanations for the changing of notions (terms) the
"commercial debt" and the "contribution” [2, 78 -
84].

Using the U.S. experience, it is possible to
conduct a brief analysis of the role of micro financial
institutions in economic development. In the 60-ies
of the last century in America began, the Federal
program of the "war against poverty" and its focus
was on a specially designed credit schemes and
models for the financing of small business,
representatives of national minorities and other
financially insecure groups of citizens. Later there
was organized the Department of business
development on a widespread implementation of
microfinance schemes in practice and to date, these
schemes have an important place in the economy of
the United States [3].

In Russia and some of the CIS countries banks
are not interested in providing services to citizens
non-permanent employment and do not receive a
regular income, or to persons who are not able to
confirm the information on income in installed form.
This explains the high risk of lending to this segment
of the population and the lack of a single source for
determining solvency. In addition to similar
customers of the bank in accordance with the
standards of the bank have very little income; this
provision requires the implementation by credit
institutions of labour costs and related organizational
costs. The period of these factors deepens the
instability of the economic situation increases the
risk of non-repayment of funds provided by the bank.

The activity of large companies in
underdeveloped systems of microfinance s
successfully working in microfinance institutions and
provides assistance in raising the economic level and
stability of existing social contradictions.

The analysis of legislation of the CIS countries
shows that one of the main shortcomings in the

existing legislations of the countries is the lack of
current regulation of the legal definitions of the
"micro" and "micro-services". At the same time, to
date for this type of social relations was formulated
the main regulatory definitions.

However, the economic and legal definitions of
the act on the basis of microfinance services, and due
to the presence of inherent qualities are different
from other uniform services. When comparing banks
with microfinance in the economic sphere distinctive
characteristics are the size and number of
transactions when using financial services of
traditional banking institutions providing services to
those sectors of the population who are faced with
difficulties, and limiting the scope of service within a
defined territory.

Characteristics of microfinance activities of the
CIS countries are the following:

First of all, the activity of microfinance
organizations is characterized by a special legal
regulation on the basis of the legislation of many the
CIS countries and is subject to the law on banks and
banking activity. Secondly, the microfinance services
are separate legal entities — credit unions, pawnshops,
organizations formed to carry out this activity and
have the potential of microfinance. Thirdly, the
microfinance is defined by the normative restriction
of the list of provided services. In microfinance, the
number of savings and credit operations is limited.
Fourthly — the composition of the customer base is
adjustable from the point of view of quantity and
quality. In Uzbekistan, including some of the CIS
countries: Russia, Ukraine, Azerbaijan, Moldova,
Kazakhstan microfinance organizations are created
on the basis of membership (representation), whereas
services is provided only their members. Fifthly —the
presence of the distinguishing characteristics in the
definition of the procedure for operations of
microcredit organizations. In all of the countries of
the CIS (countries-members of the CIS) although not
clearly, from the point of view of terminology,
defined the differences of legislative concepts of
banking and microfinance services. Even if it's about
deposits or loans there are specific legal differences
inherent in microcredit organizations. For example,
the contract of bank deposit, concluded between the
bank and the citizen is a massive contract, but the
contract of bank deposit, concluded by the credit
union is not a massive contract, because the range of
subjects that used these types of services, namely the
members of the association, defined. In accordance
with the laws of Moldova and Russia, microfinance
services are based on the Regulation “On credit
contracts of the civil code”, that is, in contrast to
banking services are characterized by independent
legal regulation. Sixthly — set the maximum amount
of the granted credit or a loan. If in the legislation
does not define the maximum number of services
provided by banks, microfinance organizations in the
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CIS countries the amount of funds is limited. In this
regard, to financial services provided by these
agencies, uses the term "micro". Seventhly -
economic norms concerning the simplification of
requirements. Unlike banks, which are strictly set by
many figures due to small volume and the number of
services provided by microfinance institutions, their
activities are not fully defined, and regulations are
not stringent and in accordance with the rules
determined by several parameters. Although many
countries in have stringent requirements on the
activity of microfinance organizations, banks, these
requirements on the requirements to banks is simple.
Eighthly - the establishment of the competent
authority in the field of monitoring and control. In
many member countries of the CIS created a special
authority for the monitoring and control over the
activity of microfinance organizations. The Central
Bank in these countries is not eligible for regulation
and supervision of microfinance services [4].

Of course, microfinance services, as a financial
activity has distinctiveness in legal settlement and
this originality are manifested not only by application
to type of activity the term "micro”. In this case, the
subject of regulatory legislation on microfinance is
the social relations arising from the activities of
microfinance organizations and the provision of
microfinance services.

In accordance with the Article 3 of the Law of
the Republic of Uzbekistan "On microfinancing™ No.
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