Launch Events at the United Nations Headquarters 

The International Year of Microcredit 2005
Gala Launch Event:
The International Year of Microcredit 2005 officially launched at the United Nations (UN) headquarters November 16 – 18, 2004. Bringing together private sector and NGO partners, the events increased public awareness about microfinance and the Year. The November 17th gala reception generated wide media coverage.

The opening ceremony on Thursday, 18 November 2004 featured a performance by the UN International School Choir and three soloists from the gala reception: Angun, Karina and Souad. Featured speakers included a video greeting from the Secretary-Genera, Mark Malloch Brown, Princess Mathilde of Belgium, H.E. Iftekhar Ahmed Chaudhary (on behalf of GA President Jean Ping) and Jose Antonio Ocampo.

Titiek Winarti, a microentrepreneur from Indonesia and client of Bank Rakyat Indonesia, spoke about her experience running a microenterprise. She won Indonesia’s microentrepreneur of the Year award for her achievements in setting up a thriving business and hiring employees with disabilities. Ms. Winarti’s intervention highlighted the effectiveness of presenting testimony from people whose lives have been transformed directly by UN policies and programmes. She received a standing ovation. 

Luncheon: Data on Access of Poor and Low-Income People to Financial Services

Delegates Dining Room
This luncheon was organized by the Secretariat for the International Year of Microcredit 2005 to broaden the discussions on data in microfinance by engaging representatives from leading financial institutions, microfinance experts and country representatives in informal discussions on the topic. A diverse group of 40 people attended the luncheon (See appendix 1 for the list of participants). 

Stanley Fischer, Vice Chairman of Citigroup and Chair of the Advisors Group, chaired the meeting and Thomas Easton, New York Bureau Chief of the Economist, moderated the discussion. The discussion was based on an issues paper, adapted from Patrick Honohan’s paper “Measuring Microfinance Access: Building on Existing Cross-Country Data”, presented at a preceding workshop on October 26 at the World Bank. This was shared with participants prior to the luncheon.

Opening Remarks: Stanley Fischer

The workshop: The Secretariat of the Year has initiated a project to improve information on microfinance. A technical workshop was organized by UNCDF, the World Bank and the IMF at the end of October. It brought together people from the Bank, the IMF, Inter-American Development Bank, the IFC, Citigroup International, Visa International, ICICI Bank, Cemex, Academics from MIT and NYU and others. This technical workshop was based on a conceptual paper by Patrick Honohan from the World Bank. It discussed what data is needed in microfinance and microcredit for policy-makers and commercial institutions, and how we can obtain this data. 

The IMF: Global financial data, at the official level, comes out of the IMF and is published in the International Financial Statistics. There was a proposal from Carol Carson, the former Statistics Director at the IMF, to begin a process that would eventually get the IMF to the point of producing the relevant data. To do that, it would be necessary to get the membership of the IMF particularly the central banks, since that are the route through which data is gathered, to come on board in favour of this project. 

The World Bank: Patrick Honohan, of the World Bank, proposed a draft of the basic definitions and quality indicators on access to microfinance. He also determined what information could be obtained on a household basis, as the World Bank undertakes a number of household surveys. The indicators proposed in Patrick Honohan’s were discussed in detail. There was consensus that the proposed indicators formed a good starting point and covered the main elements.

Follow-up: The technical workshop was followed-up with a phone call on November 16. In this call Carol Carson, and some of her colleagues, discussed how they would begin to get microfinance data and how this would be defined to persuade governments to collect data. As a result, the relevant departments at the IMF have committed to work together to come up with a proposal of what is needed and how to push it ahead. Participants from the Bank proposed that they would assemble Patrick Honohan’s indicators for 20 countries, on the basis of already existing survey data. This would be an enormous advance in knowledge. They will shortly produce a proposal for how to do that and then work with Jim Wolfensohn to persuade others that the Bank should undertake this.

The result: This is not going to produce data by the end of the Year. If we are fortunate, it will produce an agreement between the IMF and the World Bank on the framework that will lay the foundation of data collection in microfinance. They will then need to gear-up the world’s governments and tell them what they have to produce and how to do it by providing technical assistance. It is a lot of work, but it is doable. To date, we have got something very concrete from the two main institutions that would be responsible for producing this data.

Next step: When the IMF and the Bank come up with their proposals, the Advisors Group will review them and make suggestions.
Luncheon Discussions

Thomas Easton initiated the discussion, and people shared their perspectives on what information is needed in microfinance. The following are comments that were made during the luncheon. These have been organized according to some common themes. 

1.   What data should be collected?

Nancy Barry, Women’s World Banking: A structural diagram of the financial system as it relates to the poor is needed. Additionally, more detailed data particularly product specific data on the next generation of MFIs and on mainstream financial institutions is needed. This data should include not just how many clients get a service from a bank, but how many loans the bank extended which were intended for an enterprise; what clients do with savings; and housing finance.

Suzan Suer, Visa International: One interesting thing that came out of the Cemex study was the focus on sociological and anthropological data. Something that understands the motivation of the parties: the consumer, financial institutions and other the microfinance operators. Customized studies are needed here. Part of which can be shared and aggregated, while part of it can be kept to create a means of proprietary distinction.

Maria Otero, Accion: Inclusive financial sectors can be built by extending the number of people in the financial system. A good indicator to measure inclusiveness is how many micro-entrepreneurs are provided loans through MFIs. For example, the inclusion of Bank Sol in the financial system of Bolivia added 38 percent clients, but added only 2 percent assets to the total banking system. This could help gauge the degree to which microfinance has been integrated in mainstream finance.

2.   Some practical perspectives from the field

Charles Konan Banny, BCEAO: Tools that help assess quality of credits are very important to the central bank as it helps avoid systemic risk. Mobilizing domestic savings is important as is protecting these savings.

Dipo Alam, Indonesian Mission: A toolkit or manual will be essential to collect data. Such a toolkit will also help build standards and common understanding at the international level.

Mohamad Nazirwan, Bank Rakyat Indonesia: One practical limitation is that the non-financial banking institutions are supervised by different government departments. As a result, some report data and some do not. This coordination problem can be overcome to quite a degree if a common toolkit or manual is developed and shared with all. 

3.   Words of caution

Jay Rosengard, Harvard University: Though there is a lot of information available, sampling is not credible enough for understanding coverage and access to financial services. The alternatives are expensive, difficult to design and very difficult to analyze. 

· Elizabeth Littlefield, CGAP:  Definitions are a source of struggle in the sector.

4.    Who should collect the data? 

Stanley Fischer, Citigroup: The IMF collects its data through the central banks and the World Bank through various sources including household surveys.

Diederik Laman Trip, ING Netherlands: Research should start at the level of the customer. Market research from a bottom-up is recommended as a means of valuable information. If undertaken in a consistent manner annually it will result in comparable figures that can be used to measure progress. 

Stanley Fischer, Citigroup: The information on the customer is picked-up by household surveys.

Jay Rosengard, Harvard University: Engaging the central banks to collect this information will be valuable. Time-series data will give central bankers the opportunity to see the trends. Good data will also encourage the private sector take advantage of market opportunities. 

Jay Rosengard, Harvard University:  There is a disconnect between who bears the cost of collecting the data and who benefits from it. The burden of data collection tends to fall on MFIs with no operational advantage to them. They are paying all the cost and getting very little in return. 

Stanley Fischer, Citigroup: MFIs can be given incentives to offset their costs of data collection. For example, by providing them free deposit insurance in exchange for data.

Suzan Suer, Visa International: Due to definitional challenges, the information cannot be taken at face value and will need to be interpreted. One source of in-depth information on the customer and the market that has not really been talked about is subscription or third party services. In the payments arena, this is seen quite often, as there are many financial institutions and businesses that want to avail themselves of this information. 

Suzan Suer, Visa International: In more mature markets data collection could be undertaken by financial institutions and prospective providers. But since this information is expensive to collect individually, paying a service to do so might make some sense. In less mature markets, this process can be accelerated by having some public funding channelled to it. That may be something donors are interested in funding.

5.    Scaling-up microfinance

Gregory Casagrande, South Pacific Business Development Council Foundation: The operations of this sector cannot be scaled-up through donor money and charity. Commercial financing is needed for microfinance institutions to scale-up their operations.

Nancy Barry, Women’s World Banking: Despite all of these financial instruments, there are only 200 MFIs that are investor ready for foreign currency instruments. MFIs are therefore not ready to scale-up using international commercial finance.

Elizabeth Littlefield, CGAP: The motivation for achieving financial soundness is not so the MFIs can access commercial capital. CGAP is trying to build domestic financial intermediaries, which can be entrusted with poor people’s savings. Domestic savings are the fuel for growth of MFIs, not cross-border capital. 

Maria Otero, Accion: Some 200 MFIs really matter because they are financial sustainable, efficiently managed, and reach a very large percentage of clients. These 200 MFIs should be the focus, and not others that are reaching few clients and tend to disappear in the absence of donor funds. 

Kate Mckee, US Aid: Inclusive financial sectors cannot be developed through supporting specialized MFIs. These are no doubt market leaders as they have demonstrated that clients want quality products, but business models needed to scale-up these products might be very different institutions.

6.    Engaging rating agencies

Gregory Casagrande, South Pacific Business Development Council Foundation: Commercial investors need to know more about how the different microfinance institutions are performing, so they can gauge the bankability of institutions and make profitable investments. Rating agencies can help build transparency in MFIs, and facilitate commercial investors to make debt, equity and all sorts of hybrid investments available to them. 

Nancy Barry, Women’s World Banking: Rating agencies do not yet have competence and understanding of the microfinance industry. For example, they tend to claim that group lending is better than individual lending. This weighting does not have much validity and is based on a single data point. They also rate scale and country risk very high.

Maria Otero, Accion: Accion has worked with Standard and Poors and helped them develop expertise in rating MFIs, by bringing connecting leading MFIs with Standard and Poors to help them understand how they are different and how they should be rated. 

Elizabeth Littlefield, CGAP: Rating agencies are needed to improve financial quality and build transparency in MFIs. The market is taking the business of rating very seriously. Last year 253 MFIs were rated, up from only 80 the year before. 

Next step: The project steering committee should have a session with the rating agencies and see if they can get them to focus on some of these issues and move things ahead. 

Panel One: What is the future of Microfinance?
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Panel Discussion

The discussion focused on the following key questions:

To what extent will technology bring down transaction costs?
What is needed to provide financial services to people that are not being reached?
What is the future and challenges of microfinance?
What is the role of microfinance in achieving the MDGs?
Rudjito, Bank Rakyat Indonesia

Efforts must focus on strengthening the commitment to achieve the MDGs.
In the case of Indonesia, the main challenge is to reduce the growing poverty since the economic crisis in 1997.  At estimates show that 17.4% of the 213 million population in Indonesia lives in poverty.  
The strong will to fight poverty has focused on the two key questions: How to increase the income of the poor? And, What are the policies to reduce the expenditure of poor people?
For over a century, BRI was at the forefront of non-bank financial service providers in Indonesia.  In 1970s, financial services were provided to 3600 farmer units. In 1980s, incorporated commercial practices with full service of financial products, not only microcredit.  Since 1984, general rural credit was provided to borrowers amounted to $2 million. 
Key to the success of BRI is: 
Accessibility through the provision of a wide-range of banking products
Full cost recovery and sustainability 
Mobilizing funds from public savings
Availability of credit to all credit-worthy customers
Support to create favourable regulatory environment (through global campaign on microfinance and various programs in collaboration with USAID and CGAP)
Efficient institutional management (by providing incentives to customers and reward/punishment system to increase employee productivity)
Since BRI went public last year (60% owned by government, 40% by the public), the surplus has tripled, and BRI is the most profitable commercial bank in the country.
Rubert Scofield, FINCA
Focus of the presentation will be on the following three topics
Where will the existing clients be in 2015?
Where will the unserved clients be in 2015?
How can microfinance facilitate advance of the MDGs?
Where will the existing clients be in 2015? 
Where microfinance is most active; clients will continue to be clear winners.  
However, the concern with the quality of clients’ investment, which is incurred through widely available credit must be addressed.  
When investment is made in the same type of investment, the profit margin is likely to drop dramatically.
To change this outlook, attention must be given to help clients diversify new investment opportunities in value-added areas.  The role of the government is crucial in this aspect.
How can microfinance reach the currently unreached? Why haven’t we been able to reach the unreached?  
The positive response of the government in developing enabling and objective legislation to help reach an increasing number of the clients was key.  In the case no progress has been made, there was a lack of a favourable environment enabling the MFIs to do their work. 
How can microfinance facilitate the advance of the MDGs?  
Many of the clients who were able to get out of poverty have been knocked back into poverty because of factors such as crisis and diseases.  Faced with the prevalence of HIV/AIDS and lack of immediate health care services, microfinance providers must work in alliance with providers of basic services (safe water, health, education etc.) to achieve the MDGs.
The picture of the development in microfinance is good so far, but could definitely be better if we address the pressing issues impeding further growth of the industry.
Maria Otero, ACCION
The humble story of microfinance clients is familiar to many, but not always subject of interest to government officials or random passers-by.  Many of them do not realize the compelling story of the perseverance, the power of the human spirit and the dignity of endure the obstacle to overcome poverty. 
Systemic changes can be brought about through small amounts of capital in the hands of poor people.
There has been an increase in the demand of financial services for microentrepreneurs who are credit worthy, and who make creative use of their loans.
Over three decades of evolution in microfinance, the leading MFIs that are practicing the best approaches will foretell the future evolution.  These leading MFIs are well-integrated into the commercial sectors of the country.
Three attributes of best practice MFIs can be highlighted:
Financial services provided to the bottom of the pyramid are funded by tapping capital markets
The process is under the regulation and supervision of national banking authorities
Intermediaries operate under the general charters of national banking authorities. 
MFIs who employ best practices share the following characteristics:
Efficiency in lowering costs
Self sustainability
Profitability
Rapid growth, and ability to maintain this growth
Many members of the ACCION network (20 out of 26) are part of the formal commercial sector in the country. 
Chances for the future:
Leading MFIs have fueled their growth through commercial sources of funds 
Conventional banking sector will enter the microfinance field, which will emerge as a very important segment of the financial sector.
The sustainability of the leading MFIs will depend on whether the current leaders adopt a business approach and develop areas to strengthen their competitiveness (i.e. improvement of governance and management, adoption of technology etc.)
The massive markets created by China and India when they enter the microfinance sector will change the face of microfinance. 
Challenges for the future:
· Industry shakeout: MFIs can join the leaders, or wither away.
· Mobilizing collective wealth of poor through savings.  Commercial banks should work hand in hand with microfinance.  Donors should provide resources at the institutional level and not only focus on microfinance.  They should provide subsidies in other areas for the poorest of the poor.
· Conventional banks must overcome the conventional thinking regarding microfinance that are induced by preconception regarding microfiance, lack of information and lack of understanding on the methodology. 
· Governments must build a favorable environment that supports the growth of microfinance. 
· UN must support the ongoing effort to establish an enabling regulatory and banking standard by framing the issue as an important agenda. 
4.
Nancy Barry, Women’s World Banking
The Year of Microcredit will be as important as we make of it.
Leaders of the public sector, social enterprises, private sector must converge since each of them has a crucial role to play in this dialogue.
What we witnessed in the last 10 years was the migration away from social welfare approach to efficiency, and diminishing high repayment.
Although microfinance is the provision of savings products, assets, insurance, remittance, which as important as credit, today, the industry is very far away from delivering the adequate products people need. The portfolios of microfinance institutions are highly dominated by loan products. This is due to the lack of understanding on clients’ demands. Although there are large numbers of unregulated MFIs, with a few cooperative credit unions, whose products are highly dominated by savings products, institutions have failed to deliver diversified products.  
The outreach today is done by 1/3 banks, 1/3 cooperatives, and 1/3 MFIs.  These sets of actors are very important in moving forward.
Commercial banks who are efficient can reduce the cost of funds, and are able to provide its clients an average of 3.9 products.  However, commercial banks need to see what is going on in ther country to realize the necessity of microfinance, and the importance of their continuous commitment.
The specialized MFIs would need to develop different sets of instruments.
Efficiency and productivity can be increased through new combinations of technology.  However, we must first build a platform to convince the clients that new technology can be beneficial.  
In order to ensure transparency, mainstream and country-level rating agencies, as well as credit bureaus have a major role to play.  
To build capital markets, there is at present a huge effort in creating international loan funds. This is the role of international finance institutions.  However, efforts must focus on developing domestic equity instruments (like Citigroup does).  Triodos and Oikocredit are also focusing on country risk diversification to provide local currency loans. 
The Year of Microcredit should the world focused and should create a score card on policy issues focusing on what the governments need to do to build strong financial sectors. 
We must celebrate and mobilize new actors and new approaches in order to fuel the development of the microfinance sector.  Human capital transfer is as important as money.
5.
Marilou Goldstein Brouwer, Triodos Bank

· From the perspective of an international investor, Triodos Bank has been involved in the microfinance sector since the early 1990s.
· In 1994, Triodos bank entered into a partnership with 2 NGOs
· In 2002, Triodos Bank specializes in the provision of retail funds to invest in the sector.
The integration of the financial sector is currently undergoing:
· Many NGOs have converted to banks
· 250 commercial banks are now involved in microfinance. 
There is however a distortion in the international supply of loans which is increasing, whereas the local currency loans are decreasing.
In the future, although more commercial banks will get involved, microfinance banks will be at the forefront of innovation and deeper outreach.  
The role of international funds will be quite limited in building domestic capital markets, but it will still have a role to play in building equity for microfinance
Microfinance is a powerful instrument in achieving the MDGs, but is not sufficient.  The following must also be developed:
· Access to new markets
· Building of infrastructure
· Property rights (essential for economic growth) 
Question and Answers

· Technology is predicted to be a golden tool that will allow massification of the provision in microfinance services.  Africa, however, is the least developed in technology and in the required infrastructure.  How can we develop appropriate technology and infrastructures so that the provision of financial services to the poor is seen as an attractive business?
· Technology is not the only solution.  New technology, combined with collective information delivery systems are powerful factors that can drive down the delivery costs, reach poorer and isolated clients.  The focus can be on finding cheap ways for poor people and microfinance clients to handle their money.  
Conclusions

Existing clients in competitive markets will continue to enjoy financial services at declining costs
There is a strong need to understand the clients and provide a wide-range of services
Leading MFIs must adopt strategic thinking and find innovative ways to deal with increased competition, such as through the establishment of strategic partnerships with banks.
It will take a long time to change the culture and perspective of commercial banks.  
Technical assistance and capacity building for banks and MFIs is essential. 
Creating an enabling regulatory and supervisory environment is necessary.
Savings mobilization and building domestic capital market are important
To achieve the MDGs, microfinance is not the only solution.  It must be combined with the building of basic infrastructure, developing health care services, and education. 
Panel Two: What are the constraints to an inclusive financial sector?
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Panel Discussion


The objective of this panel was to identify the constraints to building inclusive financial sector.

1.
Rene Azokli, PADME

The history of microfinance is important to review to understand constraints

Initially, people could only refer to usurers to get money and they had to pay very high interest rates. Little by little, some funds emerged and developed themselves. Then followed the development of cooperatives and the development of microcredit services. The NGOs had to expand their services to provide credit and some slowly but successfully transformed into a sort of bank. All these interesting changes have led to some institutional transformation.
Constraints from an institutional perspective

· High administrative costs to manage the microcredit programmes

· High interest rates: to be able to provide loans, the MFIs have to borrow money to the commercial banks. Therefore, the interest rates used by the MFIs have to be higher to the one used by the commercial banks so that they can remain profitable

The situation could be summarized as:
Commercial Banks = Wholesaler
MFIs = Retailer
MFI client = final client

Lack of tools to manage the loans

Need for additional training of loan officers
Lack of regulatory environment

Hard to mobilize resources for MFIs due to two main reasons: 
foreign exchange risk + misperception of what microfinance is, i.e. for many people microfinance = charity

Recommendations

Encourage supply by having the traditional banks come on board => Beneficiate from their infrastructure (distribution networks, knowledge…)

Promote the development of new MFIs and reinforce the existing MFIs

Find new mechanism, within an adequate regulatory framework, to develop access to financial resources in local currencies

Develop efficient management information system and evaluate regularly the MFIs
have transparent management and appropriate supervision

Provide training to the MFIs to improve skills and professionalism

2.
Leonor Melo de Velasco, Mundo Mujer
The advantages of building inclusive financial sectors:
Bring financial services to the majority of the people

Provide sustainable economic development

Generate employment

Improve quality of life

In Latin America, the micro-enterprises represent:

More than 80% of all enterprises

More than 50% of urban employment

More than 20% of the GDP

BUT Less than 15% have access to credit

Constraints:

· High costs of transactions

· High interest rates

· Lack of regulatory framework

What is needed:

· Reduction of the cost of financial services

· Develop a banking culture based on trust

· Develop efficient and sustainable financial services that respond to the needs of the clients

· Reduction of the costs for the clients and the MFIs

· Develop the distribution channels

· Develop the role of the government through:
Policies for social protection, Promotion of microfinance (a vital part of the financial system) and the Development of legal and regulatory structures

3.
Diederik Laman Trip, ING Netherlands
Hundreds of millions of people have not yet been reached and this represents a big challenge. There are two aspects to consider: Increase in availability; and Increase of awareness

Increase in availability: How can microfinance be brought to these hundreds of millions of people? How can distribution be scaled up?

· ING has a distribution experience.

· Its perspective is through know-how and sharing experience useful in this respect.

· Sharing the know-how is the most appropriate way to contribute.

· ING has built a partnership in India with Oikocredit.

· What was this experience? 
An alliance had been made between ING and Oikocredit with the goal to help MFIs develop their competences and translate ING’s best practices to MFIs. 

· How did it work?
For 4 to 6 weeks, ING provided 40 young managers that could help the microfinance institution in Information Technology, Accounting, and distribution. This alliance brought Oikocredit, with three decades of experience in Microcredit, together with ING Direct, which is the most efficient internet bank in the world.

Increase Awareness:

· There is a lack of awareness about microfinance in Europe and in the Netherlands.
Based on a survey done among the ING employees in Holland, most people associate microfinance with charity. 


· The International Year of Microcredit for 2005 is very well timed.
Special attention will be given to connect microfinance and the private sector. The private sector being an important potential investor.

· The events taking place during the year, the public debates and the media interest are great opportunities to raise public awareness.

Conclusion:

· “How could one have thought that the poorest people can be the most reliable?”

· “Invest in wealth creation rather than donate to poverty reduction.”

4.
Stanley Fischer, Citigroup
Mr. Fischer started by pointing out that the microfinance sector is relatively defined as the “sector that serves the poor” and that there is room to expand.

What are the obstacles?

· Costs

· Cost of transaction: not proportional to the size of the loan

· Cost of servicing deposits and savings are higher

· Cost associated with opening accounts (ex: anti-money laundering)

· Population density of potential client base is small which makes the costs higher

Risks

· Risks are still very high

· Risks of default are probably lower. This will result from effective organization

· Regulatory framework

Regulations are too complicated. The regulatory framework is too hard on many of these institutions. It is therefore important to get the right framework. 
This theme was part of the Basle II discussions.
What is needed is a simpler framework with a robust regulatory control.

· Technology

· It is difficult to deploy the technology to work with microfinance

· The concern is changing. It is now seen as important to get sophisticated managers The question is where do you need to be sophisticated? 

Image

· People have in mind that microfinance is a charitable activity

· It is possible to make money with microfinance

· Access to capital
The shortage of capital is not a real issue but the real problem is for the capital to get to the people

It is essential to improve the information

Build partnerships in an intelligent ways with existing institutions

5.
Charles Konan Banny, BCEAO

Genesis: 
· With the disappearance of the development banks, the local services disappeared as well and touched the poorest of the people. There was a total emptiness, which created a natural system in which the usurers were able to develop.

· The expansion of microfinance has been very strong but major difficulties are present on the level of the microfinance expansion as well as at the level of building inclusive financial sectors.

· Major constraints:

Lack of financial resources

Low level of professionalism

High costs of financial services

· Solutions:

Better information on the sector

Increase in capacity

Support to microfinance: training and equipment

Conclusion:  

· The BCEAO sees these factors as essentials for the development of microfinance and has developed for the years 2004 to 2008 a regional programme to provide support to microfinance.

· This programme consists of:

Planning of a legal framework

Professionalism

Improve the level of information and modernize the information system

Development and efficiency of the supervisory mechanisms- external as well as internal

Questions and Answers 

What are the possibilities at the legal level to review this abuse?

· Rene Azokli: It is not easy to give a satisfying answer. To find a solution, three aspects should be considered: Classification of costs = Study the costs and be able to classify them; Cost of resources  = Find a way for the MFI to have access to financial resources at a lower cost; and Margins = Have reliable MFIs without excessive costs to the beneficiaries.

· Charles Konan Banny: For the African region, the costs of resources have to be put in perspective. The MFIs can have access to financial resources in Africa but the functioning costs are very heavy and could be improved.

Raghuram Rajan asked the bankers in the panel what had convinced them to get into this business.

· Stan Fischer: It is linked to a combination of things: Encouraged when at IFIFs to see how to develop microfinance. At that time, the focus was not on data but on regulatory environment so he learned about this. Now the focus is on gathering data. Nancy Barry was a powerful advocate for microfinance and convinced him to get involved with WWB.

· Diederik Laman Trip: Find things that make your people tick and are close to your heart. What to do to develop business and do good in the world? ING’s involvement in microfinance as a contribution to the world and as good for the company. To increase awareness in the Netherlands and in Europe is by involving the public at large, the governments.

Conclusions

Major constraints

· High administrative costs

· Lack of financial resources

· Lack of technology, tools, skills and professionalism

· Lack of regulatory environment

Suggested solutions

Provide training and equipment to the MFIs

Develop efficient management system

Improve the level of information on the sector

Develop an adequate regulatory framework with efficient supervisory mechanisms
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