
























R E F O R M I N G  C O L L A T E R A L  L A W S  T O  E X P A N D  A C C E S S  T O  F I N A N C E
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MOST ENTERPRISES HAVE PRODUCTIVE ASSETS—
BUT CAN’T USE THEM AS COLLATERAL 

Many policymakers believe that where firms in low- and middle-income coun-
tries cannot access finance, it is because they lack sufficient assets to serve as 
collateral. This is not strictly true: firms have assets that could easily be used 

FIGURE 1.4
Collateral matters even more for large microfinance loans

Note: Figure shows terms for a borrower who can repay $87 a month, sufficient to service BancoSol’s largest automobile
loan. Interest rates derived algebraically from the terms of the loans shown on BancoSol’s website.
Source: Banco Solidario (http://www.bancosol.com.bo/en/productors_cr.html).
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FIGURE 1.3
Collateral also matters for the terms of small microfinance loans

Note: Figure shows terms for a borrower who can repay $87 a month, sufficient to service BancoSol’s largest unsecured 
loan. Interest rates derived algebraically from the terms of the loans shown on BancoSol’s website.
Source: Banco Solidario (http://www.bancosol.com.bo/en/productors_cr.html).
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non-possessory charges over movables should
be publicised through registration.20 The
EBRD assisted in the development of a fully
computerised registration system, which has
been operating successfully since May
1997.21 Statistics regarding the use of the
registry have been encouraging, but uncer-
tainties relating to the substantive law seem
to have contributed to a certain hesitation,
which is preventing the use of charges
becoming more widespread.22 In particular,
the Survey table on commercial effectiveness
reveals that it is still not possible to take a
non-possessory charge that would cover a
fluctuating pool of assets, other than in the
case of enterprise charges. The requirements
for specific description and the uncertainty
as to the timing of the creation of charges on
after-acquired property make charges on a
fluctuating pool of assets hard to achieve
under existing Hungarian law. Reform of 
the Civil Code is under way to make further
improvements that will increase efficiency
of the legal framework for charges and 
hopefully resolve these problems. 

In Poland impressive improvements have 
also been made in the security regime, with
the introduction of the 1996 Polish Law on
Registered Pledge (which entered into force
on 1 January 1998). Yet, the review of the law
and its implementation revealed that there
are still areas for improvement. As revealed
in the Survey, the creation of a non-possess-
ory charge takes longer than it should. There
is some uncertainty in respect of the charging
of property described generally and restric-
tions on the taking of security over fluctuat-
ing pools of assets and after-acquired proper-
ty. Problems have also been reported in the
registration procedure, with delays and
difficulties experienced at the initial judicial
stage of the registration procedure. 

The Survey is therefore very useful in iden-
tifying the remaining weaknesses in the
region’s secured transactions laws. Moreover,
it can be consulted as part of an assessment
of “good practice” by countries that did not
score so well, learning from their neighbours’
more successful reform efforts.

A number of countries (“major reform” coun-
tries) have made significant reform efforts but
the viability of taking security is still compro-
mised by deficiencies in the law and its imple-
mentation. This group of countries includes
Albania, Azerbaijan, Kyrgyzstan, Moldova,
Romania and Ukraine. In these countries, the
full economic benefit of the reform work has
yet to be felt. The need to match improve-
ments in the substantive law with progress in
implementation is exemplified by Albania and
Romania. In both countries, reform efforts
resulted in the enactment of a modern law
governing secured transactions.23 However,
neither country has yet put in place an effec-
tive means for ensuring publicity of charges.24

In Romania, for example, an effective system
for publicising non-possessory charges has yet
to be created. If reform efforts are to bring
about the full range of economic benefits, the
process of reform must be pursued to the end,
and must also include implementation (usually
administrative) measures. 

“Major reform” countries

Poland
Belarus

Ukraine

Romania

Kazakhstan

Estonia

Latvia
Lithuania

Moldova

Bulgaria

Armenia
Georgia

Azerbaijan

Hungary
Slovenia

Croatia
Bosnia and

Herzegovina

Albania

Czech
Republic

UzbekistanFYR Macedonia

Slovak Republic

Russia

Tajikistan
Turkmenistan

Kyrgyzstan

Source: EBRD Regional Survey on Secured Transactions, 2000.

Advanced reform

Major reform

Minor reform

Unreformed

Extent to which the law has been reformed to permit non-possessory charges
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