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· Princess Maxima, Mr. Ocampo, Mr. Dervis, Mr. Fischer, Excellencies, Ladies and Gentlemen.
The Power of Microfinance

· Microfinance is a powerful tool to reduce poverty.  It enables people to increase their incomes, save and manage risk.  It reduces vulnerability.  And it allows poor households to move from everyday survival to planning for the future.  

· The power of microfinance is far-reaching.  It underpins the Millennium Development Goals and contributes to better healthcare, children’s education and nutrition, and women’s empowerment.  Inclusive financial systems underpin all of our other development efforts.  
· Earlier this year, on a visit to India, I witnessed how microfinance can improve people’s lives.  A woman called Anjilamma in a village in Andhra Pradesh described to me how she had gone from depending on day labor to being able to save and invest in cattle and land.  As a result, she was putting her two children through college.  I heard from other women how the confidence they had gained through microfinance enabled them to campaign and organize for their rights, fighting discrimination.  “It used to be a hand-to-mouth existence,” explained a woman called Deramma. “But now we are self-reliant, and can educate our children. We now have the confidence that we can come out of poverty.”
Lack of Access
· The International Year of Microcredit has done much to highlight that, despite all the achievements of microfinance in past decades, the bulk of the poor still lack access to financial services. 
· We must ask ourselves, what is needed to bridge that gap?  And what can we all do?
· In answering these questions we can draw upon a wealth of experiences from around the world.
· For example, we now have evidence that microfinance can be financially sustainable and indeed quite profitable. This is a reflection of the good loan collection performance of well run microfinance programs and of technological advances that reduce cost. 

· These aspects have not escaped the attention of commercial bankers, who are starting to realize that serving the poor can be good business. 
· We also know that it takes reliable continuing access to microfinance - not just one-off loans - to improve poor people's welfare.  Therefore, building sustainable institutions that offer a variety of high quality services is critical.  These services must include, among others, savings, payments, credit, and insurance.
· If financial services for the poor are to be expanded on a scale that will have a real impact, then microfinance needs to become part of mainstream finance.

The Way Forward
· To achieve this, we need to address a number of bottlenecks.
· Firstly, we need better intelligence on supply and demand of specific financial services. Good data on access to finance will allow countries to design suitable policies and to track progress, just as they do in other areas of development, for instance through the World Bank’s “Doing Business” Reports.
· Second, we need to build the financial market infrastructure that will underpin the delivery of quality services and allow us to reach further.  We need credit bureaus, payment systems and delivery technologies that will allow us to reach low income people.  Until recently it cost migrant workers US$26 to transmit US$300 from California to their families in Mexico; already that has been cut to US$12 as a result of improved technology and increasing competition.  These costs are still high, but sound policies and market forces can reduce them further.
· Third, we need greater institutional capacity at the retail level.  Here, I am happy to report that the Bank Group, particularly through IFC and CGAP, is actively engaged in advising and strengthening public and private sector financial institutions to deliver a broad range of sustainable financial services to the poor.
· All of this relies on a sound policy and regulatory framework.  Finance is essentially a private sector activity.  Governments are not the best providers of financial services, but they must play a critical role in setting effective policies.  These policies must ensure the soundness of financial service providers, promote competition, and minimize market distortions such as those created by interest rate caps.
· Finally, we need better aid.  Donors commit more than US$1 billion annually to microfinance.  Yet, much of it still fails to follow good practice.  CGAP has been active on building consensus on what constitutes good practice; it has worked with donors and private investors to ensure that their money is spent effectively and in a manner which does not distort financial markets or prevent sustainable microfinance from developing.
We all Have a Role to Play/World Bank’s Commitment
· Many organizations represented here today are involved in moving the frontier forward – in building financial market infrastructure, and in promoting good policy and aid effectiveness.
· Under the aegis of the Year of Microcredit, the World Bank and CGAP have had the privilege of working with the UN Advisors, with the UK, and various other partners to collect data and develop indicators of access to a variety of financial services. We’ve already made much progress through household surveys in Brazil, Mexico, and South Africa.
· The Year has focused all of our efforts on building more inclusive financial sectors.  Yet, this is not just the tagline for the Year of Microcredit: it is an ongoing commitment we all make and a critical element in our fight against poverty now and in years to come.
