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Protocol 

1.0
I feel greatly delighted to deliver this keynote address on this special occasion of the International Microfinance Conference and Annual Microfinance/Entrepreneurship Awards. Today’s occasion marks the second anniversary of the launching of the Microfinance Policy, Regulatory and Supervisory Framework for the development of the microfinance sub-sector in Nigeria. This event, as in the previous years, will include the Annual Microfinance/Entrepreneurship Promotion Awards to micro entrepreneurs, cooperative societies, other corporate bodies and development partners, who have distinguished themselves in microfinance and entrepreneurship development in Nigeria.

2.0.  The theme of this year’s conference which is “Improving Access to Microfinance” is most appropriate in view of our quest to be one of the twenty (20) largest economies in the world by 2020 as well as the importance attached to poverty reduction by the present administration of His Excellency, President Umaru Musa Yar’Adua. The Seven Point Agenda of Mr. President’s administration which emphasizes Power and Energy, Food Security and Agriculture, Wealth Creation, Mass Transportation, Land Reforms, Security and Qualitative and Functional Education can better be achieved by integrating the very large informal sector where the majority of our people are, into the formal sector, where access to financial services in the right amount and at the right time can be guaranteed. The Agenda constitutes the main thrust of the President’s development programme for the grassroots and the economy at large.

Mr. President, Your Excellencies, Distinguished Ladies and Gentlemen, today’s occasion is special and unique because it provides us not only an opportunity to celebrate the second year anniversary of the launching of the Microfinance Policy and but more importantly to inform you that in line with the Microfinance Policy, six hundred (600) out of seven hundred and sixty-one (761) community banks successfully converted to microfinance banks by December 31, 2007. In addition, one hundred and seven (117), comprising forty (40) final licences and sixty-seven (67) approval-in-principles (A-I-Ps) were granted new investors respectively. The deposit money banks (DMBs) have also been sensitised on the need to participate fully in microfinance service delivery because of its enormous benefits. On capacity building, the Bank continued its collaboration with development partners for the training of operators, regulators and other stakeholders.  In addition, a Certification Programme for microfinance operators is also being put in place. The programme, when it commences, will help to build the capacity of the management teams of MFBs and equip the staff with appropriate operational skills on microfinance business, models and practices, among others.
In order to sustain increased participation of skilled entrepreneurs in the credit and other financial services delivery to the micro, small and medium enterprises in the microfinance sub-sector, the Bank is forging ahead in its determination to develop a pool of articulate and well focused entrepreneurs through setting up one Entrepreneurship Development Centre (EDC) in each of the six geo-political zones in the country. I wish to announce the commencement of the operation of the three pilot Entrepreneurship Development Centres this January, 2008 in Kano (North West), Ota (South West)   and  Onitsha (South East). The EDCs for the other geo-political zones will be established in due course. 
The Bank has also approved the establishment of an Annual Venture Prize Competition for the National Youth Service Corps (NYSC) members, commencing from 2007. The NYSC Venture Prize Award is expected to unleash the entrepreneurial potential within the corp members during their service year, as they would be encouraged to propose viable business plans and enterprises which will be linked with deposit money or microfinance banks for funding. 

The CBN will continue to address the key challenges inhibiting the growth of the microfinance sub-sector. These include low outreach, lack of support institutions and technical skills as well as sources of sustainable funding among microfinance operators to effectively and efficiently deliver services. 
The achievement of the Millennium Development Goals (MDGs), expansion of the financial markets and building of a sustainable financial infrastructure to deliver services to the active poor for economic growth and development will remain a mirage without the availability of efficient microfinance support institutions. 

Access to microfinance by the economically active poor and low income earners in Nigeria, is a collective responsibility. The poor have been observed to be good clients, because institutions providing loans to the poor have been having repayment rates exceeding 97%.  Grameen Bank founded by Professor Yunus, the banker to the poor and the 2006 Nobel Lauret for Peace, lent over US$6.obillion and had almost 100% recovery rate by 2006. Similarly, the Global Commercial Microfinance Consortium in 2006, facilitated access to capital by commercially focused MFIs, which involved US$80.6million commitments in more than 40 deals approved in about 21 countries. 
The microfinance market in Nigeria is very large. It is estimated that Nigeria has between 60 and 90 million micro entrepreneurs, making her the next biggest microfinance market after China and India. The total annual requirement of credit in Nigeria by the economically active poor and low income earners would be between US$6.0bn and US$9.0bn on the basis of US$100.00 per micro entrepreneur, while over 3 billion people require microcredit world wide. Nigeria’s large microfinance market is a potential money spinner for prospective investors.
In order to build an enduring and sustainable microfinance sub-sector, other stakeholders, including the private sector, especially the financial institutions, are expected to get involved in the efforts to improve the livelihoods of Nigerians by supporting government’s programmes under the Public Private Partnership (PPP) initiative. 
The Bank has consulted with deposit money banks (DMBs) on different models they can adopt for the delivery of microfinance services. Some of these banks have already put in place the necessary framework.

 A study conducted in April 2005 by Financial Sector Team, of the Policy Division of the Department for International Development (DFID) reported successful cases of commercial banks that have downscaled by adding a distinct microfinance unit or service company as indicated in the Microfinance Policy.  These included Sogebank in Haiti; Baco Wiese Sudamaris in Peru; Hatton National Bank in Sri Lanka; Stanbic Bank in Uganda; Khan Bank of Mongolia and Capitec Bank in South Africa.  

We are highly challenged by what formal financial institutions are doing around the world. This is evident in the increasing interest in microfinance by the world’s leading financial institutions like the World Bank, International Monetary Fund, Citigroup, Dutsche Bank, Barclays Bank, Wall Street, and a host of others.  Microfinance institutions complement the deposit money banks. It is expected that the latter’s professional banking experience will enhance the growth in the microfinance sub-sector through the provision of wholesale funding, agency arrangement and leveraging on the ICT platform of universal banks by microfinance banks to deliver cutting hedge services to the economically active poor and low income earners.
Permit me to remind the State and Local Governments of an important provision in the Microfinance Policy that requires them to set aside, each year, at least one percent (1%) of their budgets to support microfinance lending to their residents. The response has not been encouraging. 

I wish to use this memorable occasion to invite His Excellency, the President and the Commander- in –Chief of the Armed Forces of Federal Republic of Nigeria, Alhaji Umaru Musa Yar’Adua (GCFR), the Matawalle of Katsina, to declare the Conference open.

Thank you and God Bless.

Professor Chukwuma C. Soludo, CFR
Governor, Central Bank of Nigeria,

Abuja, Nigeria.

January 17, 2008.
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