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IVth Pan African Conference on Microfinance

Theme: “Affordable access to finance for low-income 

African entrepreneurs ?”
Ouagadougou, 7  July 2009

Ladies and Gentlemen,

Honourable participants,

First, allow me to express my deep gratitude to the organizers for the honour they give me by inviting me to this 4th Pan African Conference on Microfinance and the opportunity which is given to me to share with you your few reflections on the topic chosen, that is “How to facilitate access to financial services for African low-income enterprises”.

The issue thus stated is a permanent challenge to which any decision- maker must give a particular attention in the research of a sustainable solution to the appropriate financing of the economy of his country or his region. This approach supposes that the possibility of the largest part of the population to have access to financial services be taken into account. Indeed, whatever the continent, the main driving forces behind the sustained creation of wealth and, consequently, economic growth, is more often made up of the small and medium-sized enterprises. (SMEs).

Therefore, taking into consideration their access to financial services proves to be a decisive factor of economic development, and thus, the sustainable and continuous improvement of the population welfare. African low-income enterprises are undeniably part of these economic agents that we generally gather under the general name of “very small or medium enterprises”.
Before approaching the topic of my contribution, I would like to point out one of the particularities of the African economies, which is the fact that low-income enterprises gather the greatest number of economic agents mainly involved in the sector of agriculture, craft industry and trade and constitute a very important breeding ground in terms of job creation. The current situation is characterized by the consequence of the international economic crisis on the economies of our States. Its first signs are the drop of economic growth rate resulting from export decrease which comes with an increase in job losses.
Faced with this situation, the relevance of the main topic of the conference is more than proved. indeed, it gives the opportunity, to the whole of speakers present, to share experiences and practices in order to identify some concrete solutions to enhance the contribution of the financial sector to the benefit of the economic agents with low income. 
This is certainly not new but it is noticed that today a large consensus comes out at the global level to acknowledge, unanimously, that access to financial services constitutes a major lever to undertake income generating activities, the driving force behind economic growth and development and, consequently, the reduction of the phenomenon of economic and social exclusion. The celebration in 2005 of the International Year of Microcredit, under the aegis of the United Nations constituted the culminating point of this almost worldwide awareness.
The Advisors Group of the Secretary-General of the United Nations set up in this framework, by calling in three (3) representatives including 2 nationals from the West African Economic and Monetary Union (WAEMU) recognized the rightfulness and the significance of the actions undertaken to facilitate access to financial services of low-income populations. As both actor and witness of the implementation of these initiatives, I would like first to inform you about the situation as well as measures taken in the member States of the Monetary Union. I will then allude to some lessons learnt that I draw from the analysis of the results achieved.

Ladies and Gentlemen,

To better make clear the context, I would like to remind you that as from the 1970s, the Monetary Authorities of the Union, concerned about promoting access to financial services of low-income economic agents, put in place in the monetary policy framework, a specific plan in their favour. These were especially access conditions to refinancing and the preferential interest rate.
Face to the mixed results achieved and in order to limit the impact of the reorganization of the banking systems occurred in the 1980s, some other measures were taken. They expressly aimed at enabling populations faced with difficulties to have access to services of banks and classical financial institutions, benefit from financial services with other financial institutions. From this observation, the actions conducted were mainly hinged on the setting up of a specific legal framework to authorize financial intermediaries, other than banks, to legally practice saving and/or credit activities. The opening thus initiated, in order to diversify the financial domain, constituted an important innovation on several levels. It notably put an end to the monopoly of banks and financial institutions regarding saving collection and credit granting and recognized the right of legal entities, other than limited companies, such as cooperatives, mutual insurance companies and associations, the capacity to operate in the financial sector. Moreover, the lack of express reference to a minimum capital and required sureties, can also be considered as having enabled access of low-income enterprises to the financial sector in particular when we compare the amount of their asset to that of the banks.
Results recorded for these new financial intermediaries, named microfinance institutions (IMF) or decentralized financial systems (SFD), were significant both regarding access and transactions showing an increased contribution to the financing of economies of the member States. At the end of December 2008, it was estimated that 700 microfinance institutions serve, from 5,328 service points established both in rural areas and in towns, almost 9.3 million persons, making about 12.5% of the total population of the Union. The rate of penetration of microfinance, meaning the percentage of families benefiting from services provided, is estimated on this basis at nearly 45%. To appraise the performance achieved, it is important to remind that in 1993, the number of institutions was about 100 and that of beneficiaries inferior to 500,000. As for the banking rate it does not exceed 6%.
Besides, while favouring access of low-income economic agents, microfinance institutions granted them increased financings both in number and volume. Thus, more than one million credits are annually set up and their amount makes up 442 billion FCA Francs according to the last statistics available at the end of December 2008 compared to less than 20 billion in 1993. At the same time, the mobilization of the small saving clearly became considerable and reached 459 billion CFA Francs compared to 15 billion fifteen years before. Because of this increased access to a greater number of beneficiaries microfinance institutions reinforced their financial structure as well as their contribution to the development of the financial sector in particular and economy in general. The assets of these institutions, which employ more than 10,000 paid workers, are estimated at about 500 billion CFA Francs at the end of December 2007.
It results from these different data that performances recorded by microfinance in the WAEMU zone in terms of access to financial services are outstanding and recognized at the international level. In fact, the Blue Book for the setting up of inclusive financial sectors drawn up by the United Nations, just as the statement of principle of the Advisors Group, adopted the main measures set in place in the sub-region. It is notably the need to have an appropriate legal framework authorizing the other legal forms to practice the financial activity in resorting to a wide range of products, including those of saving which are, in several countries, exclusively reserved to banks.
In spite of noteworthy progress made by the Union in the promotion of proximity financing, it is important to mention that the demand to be satisfied as regards microfinance products remains strong. In fact, only 18% of the active population have access to financial services. Reaching an increased impact of the sector will then depend on the capacity of the microfinance institutions to diversify their products and financial services, maintain the service points and enlarge their customer base to other economic agents.

To increase access to financing it is necessary to conjugate efforts to lift, in the one hand, some constraints and propose, on the other hand, priority actions to be implemented in order to make microfinance a true lever of economic and social development.

Ladies and Gentlemen,

Some studies highlighted the ascertainment according to which the needs to cover, despite some progress achieved, remain important. Their conclusions point out that some obstacles which limit access to the greater number to financial services and therefore, of low income African enterprises, concern in particular:
- access to financing and its cost and, more generally, the insufficiency of the number of service points, the diversity of financial institutions and resources enabling the institutions to broaden their field of action and serve the greater number;

- Guarantees required by the credit institutions to increase their contributions to microfinance institutions;
- The lack of offer of financial products appropriate to the need expressed;
- The limited quality of information management systems which do not enable to get exhaustive and reliable information in short deadline for analysis and decision taking purposes;
- The inexperience of leaders faced with modifications of the environment and the profile of the customers in expansion phase.

The broadening of access to financial services is, consequently, subordinated to the lifting of these constraints. In this respect, it is important to :
- keep, even reinforce proximity in order to be able to offer, long-lasting financial products appropriate to the target population;

- To adopt appropriate measures aiming at reducing intermediation costs;
- To work for an increased integration of the sector of microfinance in the other components of the financial system by favouring its modernization.

In this regard, it is expected from all actors and people involved in the sector the implementation of measures aiming at increasing accessibility. Without prejudging the results of your works, let me mention, pell-mell, the adoption of incentive measures in favour of the sector of microfinance both at the regional and national level, the elaboration of an appropriate legal framework especially regarding takings and execution of guarantees, the setting up by microfinance institutions of modern and high-performance information management systems as well as the continuation of supports of development partners according to a methodology of intervention privileging dialogue and reinforcement of synergies.

Already, some innovations are recorded at the level of microfinance institutions, some networks of which are planning the creation of specialized credit institutions notably in the mobilization of long resources that must enable to cover their use to the long run. Other networks created support structures where credit files of a certain amount are subcontracted.
Ladies and Gentlemen,

The scene thus set, I exhort you to formulate some relevant proposals on the problematic of accessibility which is in the centre of national policies of microfinance and strategies planned in order to increase the provisions of financial services to underprivileged clients with low incomes. Microfinance institutions appear, in this respect, as the necessary efficient vector to control financial exclusion. Therefore, they strongly contribute to the definition of suitable conditions for the development of the private sector.
Finally, we have it as our duty, in our quest of appropriate solutions, to keep in mind that there is no unique model as far as the development of the financial sector is concerned. The most important thing is to be able to get relevant information on the expectations of people involved as well as their capacity to take up the roles that will be devolved upon them. In this respect, this conference constitutes an appropriate forum. However, in order for the recommendations and conclusions that will be formulated to lead to concrete actions in the short term, it is necessary for all actors involved to be imbued with and appropriate them. Above all, they must make sure that they are regularly followed up. In fact, it seems important to increase information sharing among the various actors and more particularly between financial institutions and their customers. This approach should contribute to improve the knowledge of their reciprocal expectations.
To me, this mutual listening is an essential factor establishing trust which is the corner stone on which the financial sector is built, and more specifically, the inclusive finance.

Thank you for your attention.

