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SACRAT SUBREGIONAL WORKSHOP

Innovations in addressing Rural Finance Challenges in Africa

20th to 22nd November 2007, 

Remarks by Ms. Mbita Mary Nandazi, Secretary General 

African Rural and Agricultural Credit Association (AFRACA).

Governor, Mr. Ernesto Gouveia Gove,

Administrator of Bilene District, Gaza Province Mr. Maluwa

General Manager, Bank of Mozambique Ms. Joana David

AFRACA Vice Chairman

Members of AFRACA Executive Committee
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Distinguished presenters, Delegates and all Participants, 

Ladies and Gentlemen,

Good morning,

On behalf of the Executive Committee of AFRACA, I wish to welcome you specifically to the SACRAT workshop for 2007.

As we will be here for the next three days we should open our minds to the availability and evidence of existing solutions to some of the challenges that we have been facing as we provide services to low-income groups especially to those living in rural areas. This is based on the fact that there are some successful experiences amongst us from which each one of us can learn.

We are gathered here in an endeavour to improve financial services to rural areas. While here we will discuss innovations, which have worked in addressing rural finance challenges and we hope that we can adopt and replicate those we find can improve service delivery by some of the institutions present here. In addition, it is our responsibility to advance workable recommendations which when implemented will contribute to improved outreach, depth and breadth in rural finance service provision.

Ladies and gentlemen, you will agree with me that rural areas are characterized by higher transaction costs for both financial institutions and their clients, higher systemic risks, more volatile cash flows; as well as lower risk-bearing ability and higher vulnerability due to higher incidence and depth of poverty.  In Southern Africa this scenario gets even more complicated as we live in the extending desert conditions, and climate change scenarios.

To address these problems, financial institutions are expected to offer varied services that meet the needs of the clients. These services should include micro-insurance, savings, remittance payment, such that credit may only become relatively more important as it provides an option to clients to build assets that enhance lives.

While a large majority of the poorest households in Africa are directly linked to agriculture in many ways, rural finance and in particular agricultural lending remains mostly an uncharted territory for development finance.   This workshop should be able to help us all generate recommendations for our institutions to improve our services.

And why is it so? Lack of infrastructure, distant and dysfunctional markets, inadequate farming and inappropriate techniques, volatile prices and unpredictable weather makes it more difficult for both lenders and farmers to succeed and move forward in this environment. Let us face the fact that formal lenders do not understand the informal sector well and the rural informal sector is even more complicated but they are learning fast.

As we gather here for the next 3 days, I am sure that amidst these numerous challenges in developing financial products and markets to help manage risks in developing countries, many institutions within SACRAT and those beyond have come up with ways of overcoming these challenges. 

This workshop then provides an opportunity to exchange ideas on innovations, which have facilitated improved financial service provision to rural areas, specifically those that have enabled institutions in the region to overcome and reduce risks and costs related to service provision to rural areas. 

It is during this workshop and through various presentations and discussions that we should be able to: - 

· Build a better understanding of rural markets and agricultural financing risks thereof; 

· Take stock of Innovations and successes, which have been implemented elsewhere;

· Explore successful strategies for financial institutions serving rural areas; the strategies and product mix necessary for reaching this segment, as well as the risks faced by both small farmers and the financial organizations serving them. 

The presentations to be received during this workshop will focus on: - 

· Risk Management and risk coping innovations in Rural Finance. 
· Innovation in expanding outreach to the rural areas/marginalized zones including dealing with issues of cost of service delivery.

· Targeting the poorest of the poor and the youth/vulnerable with services.

It is my sincere hope that we shall find these presentations and discussions useful in our day today operations. 

To end the workshop, the organizing committee has made arrangements for delegates to visit some rural production activities and gain some practical experience. May I invite you all to attend this session to learn as well as see the beautiful countryside of Mozambique? 

Ladies and gentlemen, I would like most sincerely to thank the government of Mozambique for allowing this meeting to take place in this beautiful city. All AFRACA member institutions and development partners thank the government of Mozambique and particularly the Bank of Mozambique for the hospitality and we are grateful for everything. 

I also wish to give much gratitude to the Governor Mr. Ernesto Gove for the support he has continued to offer AFRACA.

Naturally I also need to thank Mr. Mkwawa, AFRACA’s Vice Chairman and Mr. Basiru Njai, Deputy Governor, Central Bank of The Gambia and also WACRACT II Chairperson for their commitment to AFRACA membership, and for accepting to grace this occasion despite their busy schedules. 

Many thanks also goes to Central Bank of Mozambique as hosts and all other AFRACA member institutions in the Southern Africa Sub region (NATSAVE, ZNBS, BOZ, and CBZ) for participating to make this workshop a success. 

I look forward to an interactive learning in the next 3 days.

Thank you!!
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