Dear Participants!
Distinguished guests!
Ladies and Gentlemen!

It is indeed a great honor for me to deliver the opening statement as the guest of honor at the AFRACIA’s East African Sub-Regional Workshop on the theme:” Innovations in addressing rural finance challenges in Africa.”
Allow me, Mr,    Chairman, to thank the organizers of this workshop – the Commercial Bank of Ethiopia and the East African Sub-Regional Office, AFRACA, for this worthwhile endeavor.
As we all know, the fact that Africa is endowed with various natural resources, but that majority of its rapidly growing population, lives in chronic poverty is a paradox. Currently African Countries individually and collectively are making serious efforts to tap the tremendous potential for growth to change the lives of our people for the Better. NEPAD marks this collective resolve to accelerate economic development, peace and democracy in Africa.  Accordingly, over recent years Africa has made respectable economic growth more than 5 per cent, average per year. The issue is to sustain it and speed up the rate of growth.
In this regard developing agricultural sector to achieve Africa’s economic development and end poverty is critically important. Here let me mention the NEPAD and AU’s adoption of the Comprehensive Africa’s Agricultural Development programme whose implementation needs to be accelerated.
As the chair of the Alliance for Green Revolution in Africa, Kofi Annan says, “if there ever was a time for an African Green Revolution it is now. We must implement solutions… to transform small-holder agriculture to increase its productivity and sustainability and end poverty and hunger”.
It is, therefore; important that Africa addresses issues pertaining to the development of the agricultural sector in the context of national development strategies, which would otherwise adversely affect the momentum and thus the pace of national development initiatives in Africa.
Despite the fact that agriculture is the main stay and renders livelihood to the overwhelming majority of Africa’s population, its performance still leaves much to be desired Recent studies indicate that Africa’s agriculture is susceptible to weather condition as only 4.9% of the cultivated land is irrigated, which is extremely low compared to 40% for the South Asia.
Implication of the current global food as well as fuel crisis to Africa could only be effectively mitigated through employing effective strategy that would help tackling challenges of African agricultural development, amongst which lack of rural financing is one of the major items to be addressed.

In this connection, Mr. Chairman, allow me to appreciate the AFRACA’s effort to organize forums like this, wherein innovations in agricultural financing challenges in Africa with its corresponding experience from different corners of the continent is discussed with a view to shading light on how to tackle best such challenges so as to bring about breakthrough in the development of African agriculture.

As regards to the dominance of agricultural sector in the economy, Ethiopia is no exception to the majority of African nations where agricultural sector dominates the economy in terms of employment and livelihood.
By way of contribution to the workshop let me highlight broad Ethiopian perspective. Since the early 1990s, the Ethiopian government has carried out comprehensive measures to enhance development and end poverty in the context of a series of reform programs in political, economic and social spheres. Ethiopia’s development policies, strategies and programs adopted since 1992/93 have been centered on bringing about sustainable and equitable development and poverty eradication. In view of this, the government took Agricultural Development Led Industrialization as central pillar of its long-term development strategy. Improving the productivity and commercialization of smallholder agriculture is critical which informs the Ethiopia extension system, and programs. The Government is also promoting SME’ and private sector growth to complement rural growth.
1. Resource allocation and implementation was geared towards investments on development and   pro-poor sectors (agriculture and food security, education, health, and provision of clean water) as well as on infrastructure development (power, road, telecom).
2. Ethiopia has also made significant improvement in the environment for private sector investment, which is showing continuous growth. The emergence of horticulture and floriculture industry, leather products, textiles and garments driven by the private sector clearly shows the New face of Ethiopia. 
3. A number of activities are also ongoing to further enhance the democratization process and good governance in the country and to ensure efficiency to service delivery, transparency and accountability at different tiers of government. Despite this progress, the challenge of sustained employment growth and development is still daunting. Ensuring food security through dynamic agricultural   growth is still unfinished agenda.   
4. As a result, Ethiopia has recorded an encouraging and sustained economic growth in the past five years with an annual average of 11 percent, with all sectors contributing this growth. Measurable progress in human development.
The government took a number of economic measures including the financial sector liberalization of 1994, as result of which we have now eight private-owned commercial banks competing in the banking industry along with the three state- owned banks in the market.
On the other hand, the government created environment for establishment of microfinance institutions (MFIs) through pertinent proclamation enacted in 1996, so as to reach-out those sections of societies, the majority of small holder farmers and micro and small enterprise because they could not fulfill criteria for formal banking practices.
The government in the Five-Year Plan for Accelerated and Sustained Development to End Poverty (PASDEP) (2005/06-2009/10) recognized Micro-finance institutions as part of development strategy to address the issues pertaining to access to financial provision to rural and urban poor and small scale enterprises. 
Currently, we have 29 MFIs playing significant role in expanding financial services to those who are not reached by the conventional banks. Achievements both in terms of number and out-reach as well as operational efficiency of the MFIs is encouraging. Records indicate that as at December 31, 2007,26 microfinance institutions had total active clients of 1.8 million and extended loan of 3.2 billion Birr while mobilizing deposit of 1.2 billion Birr.
This indicates that the MFIs are growing both in operational and financial efficiency as well as in the terms of out-reach which   would enable them to widen their coverage.
Accordingly the Government developed a rural finance support programe  (RUFIP) by mobilizing external resources to enhance management and lending capacity of MFI’s DBE leads RUFIP while the Association of Ethiopian Microfinance Institution participate in its management.

It is also important to note that traditional sources of finances are also important in terms of addressing financial needs of rural people in Ethiopia. In this regard, the government has created conducive environment for the formation of Co-operatives wherein rural Savings and Credit Co-operatives (RUSACCOS) shown encouraging growth in number and are addressing portion of financial need of the rural people.

As noted earlier government set in its PASDEP to ensure increased contestability in the banking sector, increased financial access to the private sector for faster economic growth, and enhanced development of micro-and rural credit schemes so as to achieve increased access to financial services for small-holder farmers, entrepreneurs and traders.

You would agree that ensuring effective financial intermediation in rural areas needs consorted effort of all  the stakeholders in terms of creating linkage between RUSACCOS, the MFIs and the commercial banks. In this regard, the National Bank of Ethiopia, supervising organ of the banking industry, encourages commercial banks to on-lend to MFIs and has established a system to closely follow-up and supervise actives of the MFIs.

The financial sector reforms and the liberalization measures taken by government so far made it possible to increase the number as well as the market share of private banks operating in the economy. On the other hand, growth and development MFIs both in financial and operational sustainability as well as their encouraging growth in out-reach helped to provide financial services to the unbanked rural population.

Though the effort made so far is encouraging, our records indicate that not more than 10% of financial need of the unbanked section of our society is addressed. On the other hand, it is observed that there is geographical imbalance in the coverage of the MFIs where in very few credit services are available   in the less developed regions and to the pastoralist communities, which needs to be addressed.
In tandem we are also working to enhance the reach and service quality of out banks adopting latest innovations and international best practices in the area.
In conclusion, I wish this forum to have productive discussion for the days ahead and hope that we all greatly benefit from the quality presentations and deliberation that would help produce innovative solutions to the challenges ahead.
I thank you for your attention.
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