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Foreword

The environment for African financial systems has changed considerably
over the past years. Notwithstanding the recent global crisis that has
impacted our perceptions of financial sector development generally,
Africa retains a strong sense of optimism for the future. I am among many
who feel that Africa has an unprecedented opportunity for sustained
economic growth and poverty reduction. African financial sectors have a
key role in leveraging that opportunity.

The challenge of our time remains, however, translating this optimism
into jobs for millions of Africans who enter the workforce every year. To
create jobs and increase competitiveness, the private sector in Africa needs
a dynamic and robust domestic financial sector that mobilizes savings,
finances firms’ and households’ investments into productive capacity, and
provides them with the payment and other financial services they need to
expand their business activity and reach new markets.

It is for this reason that I particularly welcome the papers contained in
this edited volume. Each systematically addresses many of the areas in
which specific challenges need to be addressed and opportunities cap-
tured if we are to accomplish Africa’s jobs agenda. By taking a fresh look
at microfinance, mobile banking, housing finance, agricultural finance,
and the regulatory and supervisory agenda in Africa, this publication sets
us on the right path.
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xii  Foreword

In their own way, each paper points to the need to address Africa’s
financial sector challenges with domestic solutions. Financing Africa:
Through the Crisis and Beyond, published in 2011—for which the papers
in this volume were commissioned as background papers—rightly
adopted the mantra “best fit” rather than “best practice.” The papers in this
publication reinforce this position. For example, when I speak with inves-
tors and bankers in Africa, many of them emphasize that banks are highly
liquid, both from resources within and outside Africa. Remittances sent
back by the African diaspora have become an important element of these
resources. Our collective challenge is to pay attention to the growth of
Africa’s domestic funding base—that is, better mobilizing domestic
savings, especially from the informal sectors, and improving the
intermediation capacity of formal finance to ensure that Africa’s growth
is sustainably funded over the long term. Hence, a focus on strengthening
the local financial sector and deepening local financial markets is central.

By digging deeper into some of the critical themes presented in
Financing Africa, this current book will help policy makers concentrate on
the critical issue of the effectiveness and efficiency of the financial inter-
mediation function, in the midst of the unique political economy
environment present in Africa, with realism and pragmatism. As the last
paper reminds us, sustainable reforms require a willingness to work with
second-best policies. Some political environments, for example, may
make it difficult to rely on efficient courts to promote financial inclusion.
In such countries a focus on the low-hanging fruit, such as encouraging
relationship-lending schemes or social entrepreneurship, might offer
limited progress but also a more promising way forward.

[, therefore, look forward to the debate that this book will foster on the
selected topics it covers. Each is exciting for Africa in its own right.
I thank the editors and contributors for their work as it not only makes a
critical contribution to our research and thinking about financial sector
development in Africa, but also highlights areas where we do not yet
know enough and need more thinking. I am hopeful that Financial Sector
Development in Africa: Opportunities and Challenges will help us all in
better implementing and supporting the financial sector agenda in Africa.

Gaiv Tata

Director

Africa Region and Financial Inclusion Global Practice
Financial and Private Sector Development

The World Bank
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