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	Ladies and gentlemen
 

It is indeed a great pleasure to be with all of you at the FSC’s launching of the public consultation on “Broadening access to financial services”.   Let me at the very outset congratulate the FSC for such an initiative.  
 

Building an inclusive financial sector has been a core objective of our development agenda since 2005.   And it is not an end in itself.   Wider access to finance and financial services is crucial for economic growth, reducing poverty, broadening the circle of opportunities and bridging the income and wealth gaps.   
 

Yet, back in 2005, the situation was not at all conducive to these goals.   In spite of having a financial sector that was a pillar of the economy, contributing some 10 percent to GDP, access to finance was biased against the poor,   the SMEs and micro enterprises.   Financial services and finance were available mostly for those who could afford it rather than for those who needed it. The banking system and capital markets were skewed towards those already better off, catering mainly to large enterprises and wealthier individuals. The SMEs were suffering from lack of access to finance, hindering their growth.  A relatively large segment of the household sector was excluded from the financial system.     Clearly, there were conspicuous imbalances in the system that needed to be addressed at the level of public policy.  That is why since 2005 we have made the broadening of access to financial services a public sector goal.  
 

Government is conscious of the various dimensions of access to financial services and their weaknesses.  
 

First, is the question of availability.   We want financial services to be available and in the required quantity. 
 

Secondly, there must be reliability i.e., financial services must be available when needed.   The global credit crunch has taught us important lessons on availability and reliability.   In some countries, which were directly hit by the financial mayhem, financial resources had dried up and credit was just not available.  In a few other countries, the resources were there but the financial institutions had become very conservative and more selective in their lending.  Even in Mauritius, we have had to deal with a sudden surge in risk aversion by financial institutions. They were refusing to provide financing to firms that were in need. That is why Government has had to intervene, mobilizing financial resources and working in collaboration with the banks through the Mechanism for Transitional Support.
 

A third dimension of access to financial services is the costs, and here I mean interest as well as non-interest costs.    As regards interest cost, it has been a key concern of Government since 2005, when inflation was 5 percent and rising. , Since September 2008, the key repo rate has been cut by 250 basis points to ensure that costs are not prohibitive, at a time when the economy needed a major stimulus.    We keep sending the message that there is room for banks to cut the interest spreads, the spreads on foreign currency transactions and that non-interest costs are too high.   But the financial institutions are not making enough efforts in these areas.    
 

The fourth dimension of access to financial services relates to the range, type and quality of financial services being offered. They should meet the needs of the customers.   They must be demand driven.   The products must be tailored to the needs while at the same time there should be flexibility. 
 

An alternative way of analyzing access to finance and financial services is to examine the various types of exclusion in the financial system.   They are:
 

 (i)     access exclusion: e.g. through risk screening;
 

 (ii)    gender exclusion: with a bias against women as they are perceived as being in a higher risk
        category;
 

 (iii)   condition exclusion: product design inappropriate for the needs of some people;
 

 (iv)   price exclusion: financial products too costly;
 

 (v)   marketing exclusion: with some people effectively excluded by targeted marketing and sales; and
 

 (vi)  self-exclusion: some persons not applying in the belief that they would be refused.
  
Government has been acting on all these fronts both directly and indirectly.  We have concentrated our policy actions on broadening and deepening the financial system, on diversification, on competition, and efficiency.  Government has also paved the way for a number new products including Islamic finance and private banking.  We have passed legislation to encourage our financial institutions to carry out cross border transactions in securities, swaps, options and other derivatives that would improve efficiency and spread risk more thinly in the economy. And most importantly, while ambitiously taking our financial system to a higher level of development, we have upheld its reputation as a safe, sound, clean and resilient system.  In fact, I must say that we have not seen in Mauritius the kind of excesses that can drive a financial system into chaos and jeopardize the entire economy.
 

To bridge gaps in terms of access to financial services, Government has also improved the capacity of its own financing arms, i.e the DBM and the MHC.   Public sector financial institutions have a crucial role to combat exclusion in the overall financial system.  Through the DBM we have been able to give crucial support to the SME sector and to those who need micro credit.   And most recently, the success of the solar water heater loan scheme bears out the importance of this financial arm to government policies.  Similarly for the MHC in regards to housing finance.   The MHC has since 2005 made some Rs 3.4 billion of loans benefiting some 9,000 families. Households with very modest income, who are totally excluded from the mainstream financial system have been given access to finance and at low cost.
 

Let me end by saying that as the economy moves on   to a higher growth path, we must ensure that there is broader participation in wealth creation and a more equal distribution of the income generated.  An inclusive financial system will be crucial to this agenda.  In this regard, the launching of this public consultation by the FSC is a commendable initiative.   We need an effective communications campaign, especially in areas of insurance, leasing and other non-bank financial services. The SMEs and microenterprises must know about the entire spectrum of products available and how they can substitute them for bank loans.    I should like, however, to stress a major limitation to analysis and to policy decisions on dealing with the factors that cause financial exclusion – i.e., data availability.   I hope that the FSC, the Bank of Mauritius and the CSO will work together to collect more disaggregated data that can serve as metrics of financial inclusion.  And it is important that these data are published and made easily available.   
 

I wish the FSC success in its new venture and look forward for the positive outcomes.
 

I thank you for your attention.
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