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-Excellencies, Lok Oknha, Ladies and Gentlemen,
Today, I have the great honor and pleasure to be here with you at this solemn Inauguration ceremony of the 7th International CEO Forum for Chief Executives of Development Financial Institutions.  On this auspicious day, on behalf of the Royal Government of Cambodia, let me warmly welcome Mr. Nihal Fonseka, General Manager and CEO of the DFCC Bank, Sri Lanka and Chairman of the Association of Development Financing Institutions in Asia and the Pacific (ADFIAP). I sincerely hope that all of our honored guests and participants will both have a fruitful business discussions as well as pleasurable stay in the land of Angkor of the Kingdom of Cambodia, where our famous Angkor monument complex and other temple ruins will await your visits.
Excellencies, Lok Oknha, Ladies and Gentlemen,

This year’s forum’s theme on, “Sustainable SMEs through value chain financing” is a very important one at a time when the world economy is recovering from the global financial crisis and economic downturn.  The Royal Government of Cambodia, for its part, has been diversifying the country’s current industrial bases in order to enhance the competitiveness of its economy, with strong emphasis on the development of the Small and Medium Enterprise (SME) Sector and expanding the bases for a sustainable growth.
The “Rectangular Strategy for Growth, Employment, Equity and Efficiency, Phase II”, initiated under the wisest leadership of Samdech Akka Moha Sena Padei Techo HUN SEN, Prime Minister of Cambodia, has identified a key policy orientation to assist the SMEs with specific focus on the following key measures: (1) legal and regulatory framework; (2) Financing; (3) Supportive actions for SMEs including support for technological knowledge and innovation; and, (4) Integrating SMEs into a global value chain. Despite the importance of the SMEs sector in the economy and the substantial efforts to develop the sector, the performance of SMEs is not yet satisfactory.   SMEs still struggle to secure financing to expand their business activities for the lack of collaterals and limited entrepreneurial knowledge and know-how.
To overcome these constraints, the Royal Government has implemented a set of development policy framework more conducive to the development of the SMEs, namely: (1) the establishment of a specific institutional and structural development framework; (2) the strengthening of good governance and regulatory framework to facilitate SMEs registration and licensing; (3) the improvement of access to financing through the development of a legal framework for financial leasing, credit information reporting, and an accounting standard for SMEs; and, (4) the enhancement of a dialogue platform between the government and SMEs.

Results wise, these efforts have contributed, generally speaking and in specific measurable terms for SMEs, to the Royal Government’s achievement of an average annual growth rate of 9% within this last decade.  According to the United Nations, this miraculous growth rate has catapulted Cambodia to join the ranks of one of the 20 countries which could have the potential to achieve the 9 Millennium Goals, in terms of reducing the poverty rate from 47% in 1997 down to 27.4% in 2009 and with the prospect to further decrease to only around 26% in 2010 as compared to the target rate of 19.5% in 2015.  This evidence unambiguously confirms the Royal Government of Cambodia’s ability to reduce its poverty rate around 1% annual in line with the ambitious Cambodian MDGs.
Numerous studies have shown that the structure of Cambodia’s current financial system is still immature and the financing for SMEs has yet to reach its optimal level.  We have large commercial banks, which prefer to provide loans to large companies or for large projects whereas micro-finance institutions cater to families with micro-size loans.  This divergence pointed us to the necessity for a policy rethinking with regards to SMEs financing, so crucial for the promotion and encouragement of an across the board development of financial institutions with focus on SMEs financing where interest rate is high enough to equate the market rate, yet low enough for SMEs to flourish.  On the same vein, attention should also be paid to the improvement of the business environment of SMEs such as a sound legal framework, an adequate vocational and technical training, a good information system management, and innovations, and so on and so forth to enhace the “Bankability” of SMEs, which are key to ensure the sustainability of the financial sector.

In the agro-industry sector, in particular, the Royal Government of Cambodia has introduced numerous financial mechanisms to mobilize the financial resources for SMEs through (i) its Risk Sharing Facility, and also in cooperation with the International Financial Corporation (IFC), with the aim to increase credit flow by commercial banks and microfinance institutions to support agribusiness; and, (ii) the establishment of a Credit Guarantee Scheme to guarantee loan from banks to companies and paddy collectors and equipment purchasing.  The Royal Government will increase the capital of the Rural Development Bank and double its contribution to the Agriculture Support and Development Fund. In parallel, the Royal Government has been cooperating with JICA in implementing the “Two Step Loan” to support SMEs in Cambodia.  In the near future, the Royal Government also intends to establish the Agriculture Development Bank (ADB) to provide funds to support and promote agricultural production and processing.  Moreover, the Royal Government is currently carrying out specific policies and measures aimed at strengthening and building capacity of farmers and farmer communities for paddy production and rice processing for export with the official launch of the Policy Paper on the Promotion of Paddy Production and Rice Export.
Excellencies, Lok Oknha, Ladies and Gentlemen,
I would like to seize this opportunity to congratulate the Institutions, the leadership and employees of the member banks and member financial institutions of ADFIAP for a job well done and the fruitful contributions to the development of SMEs.

I believe that this 7th International CEO Forum for the Chief Executives of Development Financial Institutions in Asia and the Pacific in 2010 under the theme, “Sustainable SMEs through Value Chain Financing” is a very important event with regards to highlighting the best practices in the financing for SMEs.  In this context, I strongly encourage all the honored guest and participants in this forum to share their good experiences and seek new lessons and best practices on the topic of our forum today.

Finally, I hope that the 7th International CEO Forum today will achieve successes and generate fruitful discussions.  I would like to wish Excellencies, Distinguished Delegates, all participants of today’s forum, national and international distinguished guests a nice and pleasurable stay in Angkor, the Kingdom of Cambodia, the “Kingdom of Wonder”.

Let me now declare open, the “7th International CEO Forum for Chief Executives of Development Finance Institutions”.   
Thank You!
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