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Ladies and Gentlemen,

Yesterday, one representative at this conference made one very important statement. He pointed out that the motivation by ordinary people to solve ordinary problems in their life could provide strong driving force for economic growth. I agree with his view very much.

Microcredit is to provide financing to ordinary people, in most case, poor people, to solve ordinary problems in their life. For this reason, it is powerful. In China, microcredit is supported by the government as an instrument to provide equal development opportunities to the majority of people, to achieve poverty reduction, and to promote broad-based and equitable growth. Over the years, a lot of efforts and explorations have been made to put it into practice.

Microcredit aimed at poverty reduction and development was first introduced to China by the UN. So far, microcredit has gone through three stages in China: in the middle of 1990’s, it was conducted by governmental and non-governmental institutions with international contribution and concessional loans as the main source; in the late 1990’s, it mainly relied on government fiscal financing and subsidized loans, with government agencies and financial institutions as major operators; since 2000, it has been conducted with the full involvement by formal rural financing institutions.

The microcredit in China has helped poverty reduction and development in the following ways:

First, supporting poverty reduction in rural areas. Microcredit was given out to poor rural households through such rural financing institutions as Rural Credit Coop with the central bank financial support so that those farmers could engage productive activities. At present, about 1/4 of the rural households have got credit, thus resulting in poverty reduction. In the recent years, the Chinese Government has enhanced public spending on rural infrastructure development, mainstreaming rural education, improving production environment, thereby providing supportive macro environment for the effective implementation of microcredit. 

Second, supporting employment and re-employment. Microcredit has been provided to laid-off workers and micro-and-small enterprises so as to support the laid-off workers find new jobs or start their own businesses as well as to support small enterprises to create job opportunities. By the end of 2003, the total outstanding microcredit guarantees released for the reemployment of laid-off workers national-wide amounted to 736 million RMB yuan. At the same time, the central and local government encourage commercial banks to provide credit to labor-intensive small enterprises which recruited a certain percentage of laid-off workers through fiscal interest-rate subsidy.

Third, supporting women’s participation in development. The All China Federation of Women conducted microcredit for poverty reduction among women in rural and urban areas. Women’s microcredit achieved high target rate with 98% of the fund going to poverty-stricken households, high success rate of about 90% and high repayment rate of 95%.

As many other developing countries in the world, the history of development of microcredit in China is not long and the development process still face many challenges and risks. There are questions to be further addressed, such as how to combine government fiscal support and market-driven financial mechanisms in an effective way, how to reduce transaction cost, how to harmonize development effectiveness and commercial sustainability and how to develop sound microcredit institutions while reducing financial risks.

The experience over the past 20 years in China for microcredit shows that microcredit has played a positive role in poverty reduction, job creation, people’s participation in development, harmonization between equity and efficiency and coordinated socio-economic development. It embodies people-centered development concept. With a solid policy support from the government and broad participation by people, microcredit in China enjoys great prospect in the future. We stand ready to work with the international community to explore new approaches for the sustainable development of microcredit so that finance could become a more effective instrument for common prosperity.

Thank you.    

