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Ladies and Gentlemen:

It s my pleasuwe and honowr to- joun yow for tHiis umportant
Swmumdt to- disewnssy the role of co-operative societiesy n botiv
promoting and enapling opportunities for a sustoinable economy.
Before | make my remarks, let me take Hus opportunity to- thank
the organisery of tihe Swmmit, Kenyo lnstutute of Management
(KIM), for bwiting me to- condribute to- Huy forum. | wouwld also
like to- extend a warm welcome to- all thve participonts wivo have
travelled from other countriesy to- owr comstal city, Mombasa, and
to say ‘karibw sand. | hope your stay will be fruitful and
enjoyaple.

Being tire naungural Sumunit; | would like to- commend KIM for tHhiy
uflative and fo- encourage yow to- contunmne to- host sueh umportant
forums. This Summut wll provide an excellent platform to- share
our experience and learn from globol lessons to- capitalize on
opportunitiesy and curl the challenges encountered not only within
the cooperative movement but alsoo v owr dinverse economic
actwities: | am awore tiat yow wll specifleally disenssy Hhe eritical

Role of Funancial Cooperoties witivin Hie economy, uncluding ww
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te promotiow of youtr employment, entreprenenrsiip ond uncome
generotion within the unformal sector, ay well as v enjrancing
sotial and economic development: | also- note that yow will disenss
corporate governance that U eritical to- tie growtiv and ability of Hhe
cooperatve sector to- meet tie needs of Uy members, customery, tie
government and the commumnities Ut serves and operates unv.

Ladies and gentlemen: Furanciol Cooperatives uv Kenya are playing
a key role in financial intermediation. | am happy to- note that
Sawvings and Credit Cooperative Societies (SACCOS) in Kenya have
swmstoined theilr strong wpward growtn over tive yeary: Covuseguently,
the total assety of SACCOy stood ot Kdnu335.4 bliow (7% of the
revisedt nominal GDP) n December 2013. However, these assets
accounted for only 8.2 percent of the total assets of the financial
sector. It U umportant to- note that the funancial sector oy contunned
to- support growtiv Specifically, the funanciol and wsnrance services
sector accovnted for 9.2 percent of real GDP growtiv unv 2013.

Why do we empluasize financial sector growtih? Becauwse U has
Mrect ond uindivect channely for wneluwsive growtn  Studdies
{inclunding Beck et al. (2004) and Honan (2004)} have provided
empirical evidence showing that funancial development redunces
ncome inequality and absolute poverty levely un developing
countries. So- growtiv will be checked f income inequality and
pockets of poverty persist: Funancial cooperatives in Kenya are
thevefore playung o key role fo- support an uinclusive growtiv that
redunces ineguality and poverty.



Ladies and GentHemen: It iy estumated that there are more thoan 1
blllion people v tHie world afflicted by poverty, and over
218 mulliow people wio- live un extreme poverty. Most of them are
from developing cowntries, maindly wnv subh-Salharan Africa
Poverty in Africa s predominantly o rwval phenomenon,
althoughv Hie wrbon poor are a rapidly growing segment of the
poor v owr countries: lnw partiendar, He Eastern and Sowtirern
African region hay one of the worldly highest concentrotions of
Low- income and ruval poor populations. Closer home, almost half
of He Kenyan population (46%) are below the poverty Une. Real
growtiv wuwst surpassy population growtiv for effective poverty
reduction and supported by torgeted untferventions

Ladies and Gentlemen: One avenune ot hay promise un the fight
oagoivst poverty u the endrancement of funanciol uncluston and
financial sector development tivat U, market access. It s a foct
that the majority of the peoples of Africa are stll unbanked and
lack accessy to- funancial services. In Sub-Sahoaron Africa, for
wuytonce, ondy 24% of the aduwdt population wos repovted to- hawve
o account ot a formal financial wstitution (World Bank, 2011).
It s also- o fact that tHhe enhancement of funancial inclusion is
crifleal for Hie ustainaple reduction of poverty. lncreasing
reduncing the economic vulnerability of howseholdsy via sanvings
for comsmmption  smootiung, promoting  economue  growth,
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alleviating poverty and. improving the quality of peopley Unves
Huwoughv capifal accvmdation wWa  soanings-uwestment cycles
supported by affordable credit

Specifiecally, access to- funancial services by tHie low income and
poor popwlaces provides secvnruty for their sovingsy and widens
economie opportunities thwoughh saarings-uwestment cycles: A
number of countries hove, therefore, made significant strides un
enhancing  funancial  ncusion,  ncluding  Kenya, whose
Hie yeoars, U stood at 66.7% n 2013 compared to- 41.3% n 2009.
Sumidarly, Hre proportion of the popuwlation totally excluded from
funamnciol services has declined from 31.4% v 2009 to- 25.4% U

2013.

Ladies and Gentlemen: These indicatory are n line withv Kenya’s
fuinancial sector strateqy towonrds the accomplishument of Vigscon
2030 The Viston enwisages an ol uinclusive funancial system that
provides accessy for the majoruty of the popwlation asy Hhe central
goal of tre development of owr financial system. The strategy U
therefore hinged on o Hree~fold objective of ensuring that the
financial system s accessible, yet also- stable and efficient: When
we foalk about efficlency, we also- inclunde cost of the financial

services. Thisy meany that whidle we pursue policiey and
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enconrage strong and  efficient  financial wstitntlons as a
sofequord to- ensnre contumned stabUity of the financial system.
To achieve Hiis, for nstance, the Central Bank of Kenya (CBK)
has wnoertaken several initlotives and reforms aimed at boosting

o exparsion and dinversification of banking and payments
Wnfrastructmre including bonks brancnes, microfinance banks,
shoritadn compliont banks, credit reference bureans (CRBy),
mobile-phone financial services and  agency  banking
platforms;

o promotion of financial educotion and consmumer protection;

o mplementation of o framework to- promote travysporency n the
pricing of credit and mortgages by boanks thwoughh the Kenya
Banks Reference Rate (KBRR); and,

o enhancement of anti-money lawndering regimes and deposit

These iniflatives and reformy hanve led to- notable umprovements
wn the levels, reachh and deptiv of access to- financial services
especiolly among the low income and rural population ay well ay

mlcwos, small and medivmm enterprises (MSMEY).
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Ladies and Gentlemen: The strengtivening and development of
SACCOs, has also been flagged as being pwvotal v sanings
mopilization and wealthv creation. In Kenya, the SACCO b~
sector plays an important role in the financial sector, providing
o wide range of financial services to- Kenyany, unclunding low-
wcome houseloloy and MSMEs. Guen the suze of thve SACCO s~
growtn, the SACCO Societies Regulatory Awtivority (SASRA) hay a
key role of providing tihe requisite oversight over deposit taking
SACCOy to- evusure the stability, accessiblity and efficiency of the
sip~sector.

Prior to- the estaplishuvent of SASRA, SACCOy partienlarly those
witiv Front Office Operations, were not comprerensively regulatect.
However, thhe Cooperative Societies Amendment Act of 2004
sought to- untroduce some degree of government oversght: The
SACCO Soteties Aot way thew enacted ww 2008  and
operationalised to- prudentially regulate and supervise deposit-
taking SACCOy. SASRA, wirich was also established as a resudt
W 2009, hasy since execunted sy mandote asy the regulator of
SACCOy didigently and withv admivable commitment.

Ladies and Gentlemen: | o certoin that we can attest to- tie foct
Hat regulation Uy of great benefit to- e SACCOs sub-sector. The

benefitsy of an adequate regulotory enwvironment are  well
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apprecioted acrosy the financiol system. Not ondy does requlation

ande supervision ensure Hhe safety and sowndiness of Unstitutions,

but U also- promotes nnovation, growtiv and development of an

wndwstry. It also- creates an enabpling evwwronment and. acty ay a

ronds  map  and  catadyst towanrds  unereosed  owtreach  and

swstainabhplity. lw portiendar, U Unereases uwestor confldence,
competifveness, corporote governance ano infegrity un leadership

o5 well ay safety of member deposits: But | must emphosize un

soyng thuy that owr goal B not more regulation but better and

more fargeted regulation to- develop the wmarket: In addifion,

regulotion uv Hwe financial sector o to- manage entry o e

mawket and orderly exit and above all, the regulator sy an agent

of market development.

Becaunse of owr confldence un regulation and supervision, the CRBK

hasy supported and will continume to- support SASRA and Hre

SACCO sub-sector Un Uy growtiv and development: To- name o few-

oveas of support.

) CBK played a pivotal role in the technical development of Hhe
SACCO Sotieties Act; 2008. Fuativer, CBK seconded o staff
member fo- the Munistry of Co—-operatives v 2009 for 6 montivy
to- assist U the development of the SACCO Societies (Deposit
Taking SACCO Business), Regulations, 2010 to- umplement tire
Act:

W)CBK has o formal working portnersivip withv SASRA to- engage
v confummnons fechunical cornsultationsy to- guide tHie licensing,
regulation and supervision of deposit taking SACCO Societies.
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Ay o resudt of His, SASRA officers have been attacihed to- Hhe
Bank to- learn from CBK’y Uicensing and surveddance (off and
on-sife) of deposit taking wicrofunance wutufutions. Thais
learning has informed SASRA’y licensing and surveilance of
SACCOs.

) CBK w a member of thhe SASRA Board to- provide guidance
and oversight over the operations of the Autivority.

Ladies and Gentlemen; althvougihv SACCOy are widespread in fermyy
of presence onde penetrotion, the wse of SACCOsy hay decreased
sinee 2006, from 13.5% un 2009 to- 9.1% un 2013. From tie 2013
FuinAccess Survey, the key factory leading to- Huy decline howe
been established ay Losy of money and wnexplained/vnexpected
charges levied on cvstomery of SACCOS:

It W critical for SASRA and the key playery un Hhe industry to-
estoaplisiv Hhe reasony for the decline and mitigate them. This
wowldh nclude  perlvaps embracing morve wnovative delivery
channely, consuwmer protection and  funancial eduncation to-
enhance access, quality and wsage of funanclal services, More
umportantly, there v need to better uwnderstand cwstomer needs,
behavtowr and dynamics so- as to- offer suwitable products. The
SACCO sector showdd wwest more v comsumwmer reseorcie fo-
focditate  the development of cwmstomer-centric  produicts
Inifiatives such as the recently lawnched Kenya Financial
Duariey ave o wseful unput unv thuiy regard. The diaries wivch
tracked tihe financial lives of over 300 howseholds across Kenya
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offer useful insighty into- the financial needs particwdarly of low
wncome howselholdy. But these diaries challenge the financial
sector stutwtions and regulators to- dewvelop produnets Hhat target
the poor — U W & market waitung to- be discovered.

Finally, Ladies and GentHemen, asy tire cooperative ndustry
develops, we wlll contuune to- witness growtiv and diversification
v nfrastrncture, cient owtreacih and produicts: We have already
began fo- witness o number of SACCOsy seeking to- conwert or
ocquive banking lcences. Otwersy howve expressed untferest un
boanks:. Furthermore, several banks have created  working
poirtnershups withv parftewdor SACCOs to- provide members witiv
bonk~reloted advantages. These developments are welcome,
however, they shouwld be carefully considered v termy of
mission of e SACCOs, tive SACCO sy sector and Hre Cooperative

Movemenst:

It & worthv noting that no single type of wstutution presents an
optimal solution to- reaching all market segments witv all types of
funanciol services. Therefore the existence of a varwed arroy of
financial service providery reaching different niche wmarkets
of credit unions in Unifed States of America and Ewwope iy an
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attestation to- the fact that SACCOsy have the potential to- grow-
Hheir reach.

Withy those remarks, Ladies and Gentlemen, | wisihv yow all
fruitful deliberations.

Thank yow
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