	[image: image1.png]



Republic of Zambia

KEYNOTE ADDRESS TO THE SECOND AFRACA CENTRAL BANKERS’ FORUM

THEME: PROMOTING FINANCIAL INCLUSIVENESS
By: 

Hon Ng’andu P Magande

Minister of Finance and National Planning
23-25 SEPTEMBER 2008
SUN INTERNATIONAL HOTEL, LIVINGSTONE





SALUTATION

· Chairperson
· Governor, Bank of Zambia
· Deputy Governors of Central Banks Represented

· Secretary General, African Rural and Credit Association(AFRACA)

· Chief Executives of Financial Institutions

· Distinguished Invited  Guests
· Ladies and Gentlemen

It is my honour to make the keynote remarks at this African Rural and Credit Association (AFRACA) Central Bankers’ Forum on Promoting Financial Inclusiveness.

I wish to also extend my warm welcome to all the participants, especially those that have travelled from outside the country. It is my hope that you will find time to explore the natural beauty and tourist spots here in Livingstone and experience the warmth and hospitality that Zambians have to offer.
Distinguished invited guests, 
Despite the broad consensus on the importance of financial inclusion as a poverty alleviation tool, it is estimated that between two and three billion people around the world are still excluded from access to financial services. The situation is particularly dire in the developing countries where often the majority of the population is excluded from the formal financial system. 

Most people in these countries do not have savings accounts, do not receive credit from formal financial institutions, and do not have any type of insurance. They rarely make or receive payments through formal financial institutions. The limited use of financial services in developing countries has become an international policy concern. 
The reason for this global concern about widespread financial “exclusion” in developing countries is that access to a well-functioning financial system has the potential to economically and socially empower poor and low income people as well as micro-enterprises. This can help them to better integrate into the economies of their countries. Access to financial services also actively contributes to their human and economic development, to the economic growth of the countries where they live, and to the social safety nets that can help protect them against adverse economic shocks. 

Distinguished participants, 
Under Vision 2030, Zambians aspire to improve their well being and become wealthy and prosperous.  Therefore, there is need to create a deliberate framework to facilitate the inclusion of all the citizens in economic development. To this effect, the focus of the Fifth National Development Plan (FNDP) is on growth aimed at enhancing sectors that create employment and income opportunities for all people. 

In recognition of the importance of the financial sector towards national development, the Zambian Government formulated a five year Financial Sector Development Plan (FSDP). The FSDP which was launched in 2004, is aimed at guiding efforts of all stakeholders to realize the vision of a financial system that is stable, sound and market-based and that would support efficient resource mobilization necessary for economic diversification and sustainable growth.  Thus, there are currently a number of strategies being implemented by both the private and public sectors to make the financial sector more inclusive, thereby increasing the opportunities for the poor to participate in the formal economy.

The Zambian Government in collaboration with Cooperating Partners (CPs), has taken steps towards expanding access to financial services in rural areas through the Rural Finance Project. The main objective of the programme is to increase the use of sustainable rural financial services, whose main goal is to improve the livelihoods of rural households including  small-scale entrepreneurs and salaried workers. 
In addition, the Government’s financial policy continues to include access to financial services by emphasizing the need for financial inclusion through programmes such as the Citizens Economic Empowerment. This is aimed at empowering the under privileged citizens who would ideally not be able to access finance under the traditional commercial terms.

Further, the Government has now adopted financial inclusion as an indicator in the Performance Assessment Framework (PAFs) of the Budget Support Programme under the FSDP. The importance of this measure is that it will ensure progress towards meeting the objective of financial inclusion as it will be reviewed at regular intervals.

Current trends in the financial sector suggest that a number of financial institutions are re-positioning themselves, both in terms of location and product offerings. This is evidenced by a number of initiatives aimed at expanding the branch networks and the emergence of a range of lower-cost, mass-market products that are now being offered in the market. 
Ladies and gentlemen, 
The need to foster an enabling environment cannot be over-emphasized. In this regard, the Zambian Government will continue to ensure stable macroeconomic policies and development of appropriate financial sector regulations that will facilitate financial inclusion. In addition, the Government will continue to consolidate its fiscal position so that the economy will continue to record strong and positive growth.

 In recent years, major achievements have been recorded, such as, the attainment of single digit inflation of 8.7 percent at the end of 2007 (the lowest inflation rate in 30 years), fairly low interest rates and stable exchange rates. Although inflation increased to 13.2 per cent in August 2008, it compares favourably with other countries. 

In the short to medium term, developments in the external sector will continue to pose a constant threat to macroeconomic stability in general and the effective conduct of monetary policy in particular. Maintaining single digit inflation will present a big challenge in light of soaring global oil and food prices, although the appreciation of the local currency unit may have a moderating influence. We can only meet our inflation objective through the collective effort of all key stakeholders, especially those in the financial sector.
Distinguished participants, 
Given the fiscal prudence the Government has exhibited, the challenge now remains to effectively coordinate fiscal management with monetary policy implantation. This will optimise the outcomes and create an environment where decision making for all economic agents can be done with a high degree of certainty. 

Another challenge is creating an enabling environment to facilitate the expansion in access to credit. Information asymmetry has continued to pose a challenge in the credit markets. However, with the establishment of the Credit Reference Bureau (CRB), exchange of information will be made easy. It is, therefore, our expectation that transaction costs and costs associated with borrowing will substantially come down and that our people can begin to have access to affordable credit which they can use for productive purposes.

Similarly, Financial Service Providers (FSPs) themselves will need to invest in new technology and skilled human resources that will enable them to provide lower-cost financial services and increase their footprint in outlying areas of our country. The use of appropriate technology can aid the delivery of low-cost, mass-market (and hence low-charge) banking services. 

The Government will continue to support innovative Information and Communication Technology (ICT) based distribution channels, which have much potential for low-cost banking and financial services which thrive on existing infrastructure. The provision of infrastructure, particularly in rural areas is an equally important challenge as without good infrastructure very little will happen in the way of expanding financial and other services to these areas.  
There is need to enhance financial literacy so that the public can fully appreciate the cost of financial services.  Such knowledge will enable the public make informed decisions about their levels of financial commitments.
Ladies and gentlemen, 
The recent developments in the financial sector offer some encouragement that working together, we can extend the range and reach of financial services that are available to our people.  Still a lot remains to be done to extend financial services to the majority of our people and foster ongoing sustainability of our financial institutions.  Therefore, the Government will continue to closely monitor the implementation of the Financial Sector Development Plan within the context of the Fifth National Development Plan towards Vision 2030. 
With these remarks, Chairperson, it is now my honour and privilege to declare this AFRACA Central Bankers’ Forum officially open and wish you fruitful deliberations.

I Thank You.
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