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5.2.3 Strategy 3: Build a Strong Financial Consumer Protection Framework

It is necessary to build a framework that provides for effective consumer protection
regulation and supervision of financial services providers. This will enhance public
confidence and trust in the financial sector, contributing to NBE's dual mandate of
promoting systemic stability and laying the basis for financial inclusion. It includes, for
instance, improvement and enforcement of regulations dealing with product suitability,
information transparency and disclosure, responsible lending rules, marketing and
advertising rules, fair collection practices and good customer service and effective
mechanisms for dispute resolution. The precise nature of the reforms will result from a
comprehensive diagnostic review of financial consumer protection in Ethiopia, which is the
key action proposed in the Action Plan. The National Bank of Ethiopia will also need to
strengthen its internal structure and capacity to take a more active role in financial

consumer protection.

5.2.4 Strategy 4: Improve Financial Capability levels

Higher levels of financial capability will not only help strengthen trust, but also contribute
to greater awareness and responsible use of financial products and services. Greater levels
of financial capability are expected to result in improved behaviors towards financial
products and services and management of one’s financial life, through better understanding
of risks and rewards, as well as rights and obligations. Good financial capability leads to
healthy behaviors by financial consumers. The work will start with a stock taking of current
capability (or literacy and education) initiatives, and a nationally representative baseline
survey on financial capability, with the purpose of identifying key target segments (e.g.,
youth, women, smallholders, micro, small and medium enterprises) that will require
differentiated initiatives. Ethiopia will develop a unified, national financial capability

strategy, which collates the mechanisms to address each priority segment.






Headline Financial Inclusion Targets for 2020

Setting objective financial inclusion targets is considered a global best practice in financial
inclusion policy making. Headline targets help drive efforts and monitor progress resulting
from the implementation of the measures in the National Financial Inclusion Strategy Action
Plan and by exogenous factors. Given the lack of nationally owned demand side data on
financial inclusion (absence of baseline demand side data), this National Financial Inclusion
Strategy focuses on supply side indicators, which are complemented by some demand side
indicators. These indicators are used to set 2020 targets. More demand side indicators will
be used as they become available. A monitoring and evaluation system will be put in place
to track progress in these headline targets, as well as in an additional set of indicators and
targets (section 8 and Annex A and B: Headline Impact Indicators). All targets and indicators

will be subject to a mid-term review.

The main headline target will be to increase the number of transaction accounts in banks
and micro finance institutions from 68 in March 2016 to 90 per every 100 adults (18+) by
the end of 2020. Furthermore, on the demand side it is also envisaged to increase adults
owning transactions accounts in regulated financial institutions to 60% in 2020 (baseline to
be determined by CSA survey)®.

<« Headline Financial Inclusion Goal for = .
2020

A shift from 68 to 20 transaction accounts per 100 adults by 2020

I BASELINE TARGET
March 2016 "~ 2020

* Baseline targets for financial inclusion from demand and supply side are different. Although demand side
targets as indicated by some studies have been taken as an indicator, they will be adjusted as CSA survey
result will be released.
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Additional targets for financial inclusion makeup the following indicators for access
points, savings, credit, agricultural credit, micro, small and medium enterprises credit,
electronic payments and insurance. Like the headline target on access to transaction

accounts, the targets on access points and products are subject to a midterm evaluation.

Access points: FSP Maps 2013 shows that 76.7% of Kenyans, 42% of
Nigerians, and 42% of Ugandans live within 5 kilometers from a financial
access point to the regulated financial sector. This Mational Financial
Inclusion Strategy, based on the focus it gives to increasing the network of
access points, sets a target of 80% of adults that report living within 5
kilometers from an access point by 2020 (baseline to be determined by CSA's

financial inclusion module).

Savings: According to Findex 2014, 34% of adults were saving or putting

money aside outside the regulated financial system and there is evidence

that the majority of households save in cash. With the developments in
the financial sector and the expansion of access points, the National
Financial Inclusion Strategy envisions 40% of adults to have savings at a
regulated financial institution by 2020. In this context, “saving” means the
number of adults reporting (to a demand side survey) setting aside money
for future use, either for a specific use {e.g., a wedding), or for general

saving (e.g., for unforeseen expenses or loss of job).

Credit: Given the importance of micro, small and medium enterprises to

the Ethiopian economy and employment, the MNational Financial Inclusion

Strategy envisions Increasing the proportion of micro, small and medium
enterprises lending to 15% by 2020 from total credit of banks and MFIs to
the private sector (baseline not available). To complement this supply side
indicator, this MNational Financial Inclusion Strategy also proposes
increasing the percent of adults reporting (to a demand side survey)

having a loan at a regulated financial institution from 10% to 40% by 2020.
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Agricultural credit: Agriculture receives only 8.5% of bank loans but
contributes to 38.7% of GDP and 85% of jobs in Ethiopia. This National
Financial Inclusion S5trategy envisions increasing the proportion of
agricultural loans to total bank credit to the private sector from 10.4% in

to 15% by 2020.

Electronic payments: Given the importance of using transaction accounts
to spur usage of a range of financial services, the National Financial
Inclusion Strategy envisions increasing cashless transactions per capita
more generally. According to Findex 2014, only 6% of adults reported
using an electronic payment instrument (mobile services, online, POS,
automatic teller machines, wire transfers, etc) in the last year. This
National Financial Inclusion Strategy envisions that the percentage of
adults reporting using an electronic instrument in the last 12 months will

increase to 40% by 2020.

Insurance: The National Financial Inclusion Strategy sets a target of 5%
adults reporting having an insurance policy by 2020. As reference, in 2012,
only 2% of Nigerians owned an insurance product, and the country set a
national target at 40% by 2020. Tanzania set a target of 25% to be
achieved in 3 years (2014-2016), with a baseline of 7%. To complement
this demand side indicator, the number of insurance policies per 100

adults will also be tracked over time.






Coordination and Implementation Mechanism

To advance Financial Inclusion in Ethiopia, high-level coordination among public and
private sector representatives is essential. A multilevel structure comprised of relevant
authorities and actors was created to promote the effective use of technical skills and
competences, and coordinate efforts of stakeholders aimed at implementing the National
Financial Inclusion Strategy Action Plan. This structure comprises:

*  The Mational Council for Financial Inclusion (NCFI)

* National Bank of Ethiopia (NBE)

* The Financial Inclusion Secretariat (FIS)

* The National Financial Inclusion Steering Committee (NFISC)

* Cpordinators

The National Financial Inclusion Strategy
Coordination Structure

Office of The Prime Minister

National Council for

Financial Inclusion (NCFI)
I

National Bank of
Ethiopia (NBE)
|
Financial Inclusion Financial Inclusion
‘ Steering Committee "= Secretariat (FIS)

Financial and other Consumer Protection
Infrastructures Financial Products and and Capability
Coordinator Services Coordinator Coordinator
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7.1 The National Council for Financial Inclusion

The Mational Council for Financial Inclusion is the policy level body, accountable to the
Prime Minister, with the mission to foster financial inclusion. Its objective is to ensure
effective |leadership and coordination of public and private stakeholders’ efforts toward
advancing financial inclusion in Ethiopia. It will also be pivotal in the implementation of
actions that are outside the financial sector, such as improvements in the
telecommunications and electricity services to allow expansion of electronic financial
transactions. Members of the council comprise minister of Ministry of Finance and
Economic Cooperation (Chairperson), Minister of Ministry of Agriculture and Natural
Resources, With the Rank of Minster-Chief of Macroeconomic Planning, Effectiveness,
followup and Support, Commissioner of National Plan Commission, Director of Ethiopian
Development Research Institute and Governor of the National Bank of Ethiopia. The Vice
Governor for Financial Institutions Supervision will serve as a Secretary to National Council
for Financial Inclusion. The Mational Council for Financial Inclusion may invite other entities

to participate on a need hasis.

The National Council for Financial Inclusion has the following main responsibilities.
Additional roles are also listed down under Annex F.
*  Formulates the MNational Financial Inclusion Strategy and secures approval from the
Government ;
* Secures higher level political support for the implementation of the National
Financial Inclusion Strategy Action Plan;
*  Sets overall policy and provide strategic direction to all stakeholders;
* Regularly monitors the National Financial Inclusion Strategy implementation
progress;
*  Determines and approves the production and publication of financial inclusion and
accountability reports;
* Decides on measures proposed by as a result of impact evaluations;
* Clarifies policy related issues arising from implementation of the National Financial

Inclusion Strategy Action Plan;
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* Spearheads efforts to pass legal reforms necessary to achieve the National Financial
Inclusion Strategy Action Plan; and
*  Advises the GoE on the best way forward to implement the National Financial

Inclusion Strategy Action Plan, as needed.

7.2 MNational Financial Inclusion Steering Committee

The Mational Financial Inclusion Steering Committee provides advice and support to the
National Council for Financial Inclusion. The committee is chaired by the Vice Governor of
Financial Institutions Supervision of the National Bank of Ethiopia. Other members of the
Steering Committee comprises deputy ministers of Ministry of Finance and Economic
Cooperation; Ministry of Education; Ministry of Agriculture and Natural Resources; Ministry
of Communication and Information Technology; Ethio-telecom; Deputy Commissioner
General of Federal Police, Deputy Attorney General and heads of representatives of the
Ethiopian Banker's Association, the Association of Ethiopian Micro Finance Institutions; the
Ethiopian Insurers Association; and agencies including the Federal Cooperative Agency;
Central Statistics Agency; the Federal Urban Job Creation & Food Security Agency; the
Ethiopian Electric Power Office, the Ethiopian Electric Services, Agricultural Transformation
Agency, Development Bank of Ethiopia and Commercial Bank of Ethiopia. Other members

may participate in some meetings on a need basis. Specific responsibilities include:

The National Financial Inclusion Steering Committee has the following main responsibilities.

Additional roles are also listed down under Annex F.

* Consults the National Council for Financial Inclusion on broader policy, strategic
issues and on the implementation of the National Financial Inclusion Strategy;

*  Advices and supports Financial Inclusion Secretariat and other stakeholders on
implementing the Action Plan; and

* Sets up, on a need basis, sub-committees to facilitate implementation of specific

Action Plan measures.
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7.3 Financial Inclusion Secretariat

The Financial Inclusion Secretariat is housed within the NBE and accountable to the Vice
Governor for Financial Institutions Supervision Cluster and reports to the National Council
for Financial Inclusion as well. It provides secretarial support to the implementation of the
National Financial Inclusion Strategy and also continuously collects, assesses and
disseminates information on the progress of financial inclusion in the country. Financial
Inclusion Secretariat is comprised by dedicated coordinators whose responsibilities also
includes coordinating and collaborating with various public and private sector stakeholders
and serving as the central link between all of them. Particularly, Financial Inclusion
Secretariat will call for meetings, as necessary, coordinate activities, conduct collection and
evaluation of data on access and usage of financial services, monitor implementation of the
Mational Financial Inclusion Strategy Action Plan, and perform other activities as directed by

the Mational Council for Financial Inclusion.

Financial Inclusion Secretariat has the following main responsibilities. Additional and detail

roles are also listed down under Annex F.

* Regularly takes stock of completed and ongoing Action Plan measures to monitor
and report on the implementation progress;

* Receives, compiles and disseminates Mational Financial Inclusion Strategy progress
reports;

* Sets up coordinators, plans, organizes, leads and controls their activities;

*  Coordinates knowledge sharing events;

*  Builds and maintains a financial inclusion information database, analyzes and
disseminates financial inclusion information, including through national financial
inclusion reports, as directed by the National Council for Financial Inclusion;

*  Proposes to National Council for Financial Inclusion improvements in the National
Financial Inclusion Strategy Action Plan or in the headline targets and indicators;

*  Serves as secretary to the National Financial Inclusion Steering Committee;

* Participates in knowledge sharing events on both national and international levels

and disseminates lessons to stakeholders; and
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* Carries out other activities as directed and assigned by the National Council for

Financial Inclusion.

7.4 The National Bank of Ethiopia

Financial Inclusion Secretariat is housed in the National Bank of Ethiopia, accountable to the
Vice Governor, Financial Institutions Supervision and further reports to the Mational Council
for Financial Inclusion. The Vice Governor for Financial Institutions Supervision Cluster also
serves as a Chairperson to the Financial Inclusion Steering Committee and Secretary to the
Mational Council for Financial Inclusion, which creates the chain of command and links of
Financial Inclusion Secretariat with that of the National Council for Financial Inclusion and

Financial Inclusion Steering Committee.






Monitoring and Evaluation System

A robust monitoring and evaluation [M&E) system will help identify obstacles,
demonstrate results, and allocate resources during the National Financial Inclusion
Strategy implementation. In order to measure progress towards Ethiopia’s vision of
financial inclusion, a comprehensive M&E system that is well-resourced, well-coordinated
and broadly accepted among stakeholders will be built and implemented by Financial
Inclusion Secretariat, with the support of other stakeholders participating in the National
Financial Inclusion Strategy coordination structure. The M&E system will track the progress
of the National Financial Inclusion Strategy Action Plan implementation and take steps to
measure the impact of the actions through financial inclusion indicators. The M&E system
will be comprised of 3 elements: i) a results framework; ii) robust data infrastructure; and

iii) the monitoring and evaluation (M&E) implementation mechanism.

8.1 The Results Framework

The results framework includes 3 elements: a) headline impact indicators; b) program
level sub-indicators; and c) component level indicators. The headline impact indicators
(Annex A and B) will measure high-level progress towards financial inclusion in Ethiopia and
will be complemented with targeted impact evaluations of specific measures during the
implementation of the NMational Financial Inclusion Strategy Action Plan. The headline
impact indicators will also be analyzed alongside indicators outside the scope of the
MNational Financial Inclusion Strategy such as population growth, economic growth and
progress in education. The second element is the tracking of sub-indicators that are aligned
with the headline indicators. The third element is the tracking of component level
indicators, that is, the progress towards the implementation of the Action Plan. Component
level indicators are often qualitative, such as passing of a certain regulation. They are

monitored by Coordinators under Financial Inclusion Secretariat.
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8.2 Data Sources
High quality data is the foundation of a robust M&E system, with a combination of

demand side and supply side sources. The existing financial inclusion data infrastructure
needs improvement, and this is a key action listed in the National Financial Inclusion
Strategy Action Plan. Central Statistics Agency is currently implementing a financial inclusion
module to be added to its periodic household survey, which will provide the main source of
demand side financial inclusion data for Financial Inclusion Secretariat to monitor. Other
agencies — mostly The National Bank of Ethiopia, but also the Agricultural Transformation
Agency and Federal Cooperative Agency= will also improve their own data collection efforts.
Financial Inclusion Secretariat will be responsible for consolidating all data and developing a

database to facilitate analysis and dissemination.

This National Financial Inclusion Strategy draws on a limited range of data sources. While
data for headline indicators and targets will essentially be provided by the National Bank of
Ethiopia, Federal Cooperative Agency and the Central Statistics Agency, other demand and
supply side data will be sourced for a complete data infrastructure. Different data sources
usually yield differing numbers for related indicators, but they are complementary and
when used together provide a fuller picture of financial inclusion in a country. Currently,
Findex 2014 data is used as a placeholder until Central Statistics Agency demand side survey

results become available.

Table 1: Data Sources of Financial Inclusion Indicators

Available data sources Demand or Year of most Frequency Responsible
supply side  recent data institution

at | Bank of Ethiopia FLIRTY March ZU1lb varies .
Federal Cooperative Agency | Supply 2015 Not defined FCA
(FCA) data

Financial Inclusion . Supply 2016 | Quarterly FIS
Secretariat (FIS)- Template (forthcoming)
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8.3 Monitoring and Evaluation (M&E) Implementation Mechanism

A tracking methodology will be used to report monitoring and evaluation findings
periodically and highlight deviations from National Financial Inclusion Strategy targets and
Action Plan so that corrective actions can be timely adopted. The framework and tracking
methodology will include (i) data consolidation; (i) tracking and monitoring; and (iii)
reporting. Financial Inclusion Secretariat will coordinate and consolidate data from a variety
of sources, in coordination with National Financial Inclusion Strategy implementing
stakeholders. For tracking the implementation of each item in the Action Plan, Financial
Inclusion Secretariat will use a “traffic light system” {actions completed, on-track, off-track
and at-risk). Fimancial Inclusion Secretariat will report to the National Financial Inclusion
Strategy coordination structure on a periodic basis, such as through quarterly performance
reports. Similarly, Financial Inclusion Secretariat will produce an annual national financial
inclusion report, program level and component level data. The tracking methodology will
also include implementation summaries and Action Plan status overviews. The monitoring
and evaluation framework will have a built-in feedback loop so the Financial Inclusion
Secretariat and the National Council for Financial Inclusion can make adjustments to the

Action Plan as needed.
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Annex C: Program Level Sub-Indicators and Targets
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| 1 # of transactions via agents per |

MBE
NFSI
Templat

=

nfa

To be defined
in the context
of the
Mational Retail
Payments

Strate

3 MNumber of MSMEs that
received loans secured with

movable property

MNBE

To be built
only after
creation of
the
movable
collateral

regist

n/fa

tbd

el el Il R N
Reference Bureau _




@ MNational Financial Inclusion Strategy

Annex D: National Financial Inclusion Strategy Action Plan
The actions and time line below will be further detailed in specific plans to be developed by
implementing bodies and coordinated by Financial Inclusion Secretariat, which will further

indicate sub-activities and month of implementation.

Highest Priority
Priority

National Financial Inclusion Strategy Action Plan

Objective 1: Strengthen (financial and non-financial) Infrastructure

ment infrastructures

1 Issue directive on operators | NBE(PSSD) | Financial

of payment systems and Infrastructure
issuers of payment
instruments and reassess
the role, regulation and
oversight of technological
service providers

2 Go live and connect all NBE, Financial
banks to EthSwitch EthSwitch, | Infrastructure
Banks
3 Strengthen regulatory and | NBE (PSSD) | Financial
oversight capacity at NBE Infrastructure
on electronic retail
payments

4 Review legal requirements | NBE (LSD) Financial

on paper-based record Infrastructure
keeping to remove
obstacles for electronic
transactions

Credit infrastructure

5 Conduct a comprehensive | NBE (FIS) Financial
assessment of the legal, Infrastructure
regulatory and institutional
framework for secured
lending

6 Expand the current Credit | NBE (BSD) | Financial
Reference Bureau database Infrastructure
and the institutions using
and reporting to it (e.g.,




leasing companies and
micro finance institutions)
and offer value-added
services, such as scoring
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Other infrastructure

Basic infrastructure

Improve mobile network
coverage and quality levels
to support the expansion of
financial inclusion

MCIT/
Ethio-
telacom

Financial
Infrastructure

Improve national cove rage
and reliability of power
supply in urban and rural
areas to support the
expansion of financial
inclusion based on
electronic transaction and
channels

EEPC, EES

Financial
Infrastructure

Implement new national 1D
system to facilitate account
opening procedures

GoE

Financial
Infrastructure

10

Enhance the expansion of
ATMs, mobile phones, POS
and agent banking to
support financial inclusion

MNBE, Banks,
MFls

Financial
Infrastructure

Financial inclusion data

11

Implement new data
collection mechanisms for
financial inclusion data,
from both the demand and
the supply side

NBE (FIS),
FCA, C5A,
FUJFSA

Financial
Infrastructure

12

Create, at the national
level, a definition of
MSMEs, to improve
tracking of indicators for
MSME financing and goals
setin the GTP I

NBE, Mol,
FUJFSA,
CSA

Financial
Infrastructure

13

Implement a new financial
inclusion survey module to
gauge financial inclusion
levels from the demand
side

C5A

Financial
Infrastructure

MSME sector

14

| Conduct a study on

| EAAB

| Financial
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instituting a simplified
standardized accounting
system for MSMEs

Infrastructure

15

Improve entrepreneurship
development initiatives
targeting MSMEs (e.g.,
challenge in funding and
others), and in particular
women-owned enterprises,
as well as to foster their
linkages with the financial
sector

FUJFSA,
MoFEC,
MWC

Financial
Infrastructure

16

Construct a GIS mapping of
all types of financial sector
access points

NBE (FIS)

Financial
Infrastructure

17

Review the directive on
agent banking to overcome
obstacles for financial
institutions to use agents in
rural areas

NBE (BSD,
MFISD,
LSD)

Financial
Infrastructure

Review the regulatory
framewaork for branches
and sub-branches and
consider feasibility of
incentives with the purpose
of encouraging expansion,
including in rural areas,
without undue costs

NBE (BSD,
MFISD)

Financial
Infrastructure

Objective 2: Ensure the Supply of a Range of

Suitable Products, Services and Access Points

Products — Payment Services

13

Issue directive on
electronic banking to
support and enhance
provision of services and
products through digital
medium

NBE (BSD,
MFISD,
PS5D, LSD)

Financial
Products &
Services

Conduct a mapping
exercise of large cash-
based payments in the
government and private
sector to identify
opportunities to shift to
electronic payments
instruments

MoFEC, NBE
(PSSD),
ERCA

Financial
Products &
Services
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Conduct a series of learning Financial
events for banks and micro | AEMFI Products &
finance institutions and Services/
technological service Financial
providers on innovative Consumer
digital financial services, to Protection and
share knowledge and Capability
increase their capacity to
develop sustainable
business models and
suitable products and
services

22 Conduct an assessment NBE (PSSD) | Financial
against the CPMI-WBG Products &
Payment Aspects of Services
Financial Inclusion

23 Review NBE's product MBE Financial
authorization procedures, | (BSD, Products &
to spur healthy innovation | MFISD, LSD) | Services

24 | Conduct an assessment of | MoFEC and | Financial
alternative methods to shift | NBE (PSSD) | Products &
government payments to Services
electronic means

25 | Conduct an assessment of | NBE Financial
the remittance market and | (Economic | Products &
its regulatory framework Research) Services
based on the General
Principles for International
Remittances

26 Review the current KYC Fil Financial
requirements, with the Products &
purpose of implementing a Services/Finan
tiered account opening cial
model to benefit the Infrastructure
financially excluded

27 | Asses the existing NBE (PSSD), | Financial
professional development | AEl, EBA, Products &
and qualification AEMFI Services
opportunities and training [Financial
courses covering electronic Consumer
payment services Protection and

Capability
Products - Savings
28 | Invest in and improve MIS | MFls, AEMFI | Financial
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in micro finance institutions Products &
to enhance the provision of Services
technology supported

products and services.

29 Identify short term and FCA, ATA, Financial
long term options to MoANR Products &
strengthen institutional and Services
organizational capacity of
the SACCO sector, based on
international best practices

30 | Conduct a series of learning | NBE (BSD, Financial
events for banks and micro | MFISD), Products &
finance institutions on EBA, AEMFI | Services/Finan
innovative savings products cial Consumer
to share knowledge and Protection and
increase capacity to Capability
develop suitable services
for the underserved
segments

31 | Strengthen institutional FCA, Financial
and organizational capacity | MoANR Products &
of FCA to collect data on Services
products and services and
oversee the SACCO sector

32 Conduct a study on the MBE (BSD), | Financial
need and the adequate EBA, AEMFI | Products &
design of no-frills savings Services
accounts

33 | Conduct a study to devise | NBE Financial
mechanisms to link [Economic | Products &
informal savings Research), | Services
mechanisms to the EBA, AEMFI,
regulated financial sector, | FCA, ATA
as well as incentives for
savings (e.g., match
savings), including for rural
population, and women

34 | Assess the feasibility of NBE Financial
legal reforms to bring (Economic | Products &
currently excluded sectors | Research), | Services
(e.g., cooperatives and MoFEC
microenterprises) to the
national pension scheme
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p — it an i

35 | Conduct a series of learning | NBE (BSD Financial
events for banks and micro | and MFISD), | Products &
finance institutions on EBA, AEMFI | Services/Finan
innovative credit products cial Consumer
to share knowledge and Protection and
increase their capacity to Capability
develop suitable services
for underserved segments,
including MSMEs

36 | Develop an effective risk- | NBE Financial
based regulatory (MFISD) Products &
framework for financial Services/Finan
leasing, in line with cial
international practices Infrastructure

37 | Implement capacity EBA, AEMFI | Financial
building programs for Products &
banks and micro finance Services/
institutions to improve Financial
their capacity and expertise Consumer
in dealing with the SME Protection and
sector Capability

38 | Conduct a survey to assess | NBE (BSD, Financial
demand for Sharia- MFISD and | Products &
compliant financial services | I1SD), C5A Services

39 | Assess the available NBE (BSD Financial
professional development | and MFISD), | Products &
and qualification BEMFI, EBA | Services/
opportunities and training Financial
courses covering credit risk Consumer
assessment and Protection and
management activities Capability

Products - Insurance

40 | Conduct a series of learning | NBE (ISD), | Financial
events for insurers, to ElA Products &
share knowledge and Services/
increase capacity to Financial
develop innovative Consumer
insurance products for Protection and
underserved segments Capability

41 | Create a risk-based NBE (ISD) Financial
enabling regulatory and Products &

supervisory framework for

micro-insurance, based on

Services/Finan
cial
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an assessment of obstacles
to cater the underserved

Infrastructure

insurance

segments

42 | Conduct an assessment of | NBE (ISD), | Financial
the regulatory framework | EIA Products &
and the data infrastructure Services/Finan
for catastrophic risk cial
insurance, and index-based Infrastructure
insurance

43 Conduct an assessment of | EIA, MBE Financial
the existing development | (I5D) Products &
and qualification Services/
opportunities and training Financial
courses covering retail Consumer
insurance and micro- Protection and
insurance, including group Capability

Objective 3: Build a Strung Financial Consumer Protection Framework

and best approach for

44 Conduct a detailed NBE (BSD, Financial
diagnostic of the legal, ISD and Consumer
regulatory, supervisory and | MFISD), Protection and
overall institutional FCA, TPCPA | Capability
framewaork for financial
consumer protection

45 Improve NBE's capacity to | NBE (BSD, Financial
conduct consumer MFISD and | Consumer
protection regulation and 150) Protection and
supervision Capability

46 | Conduct a diagnostic to NBE (LSD), | Financial
consider options for an FCA, TPCPA | Consumer
effective dispute resolution Protection and
mechanism (e.g., a financial Capability
sector ombudsman) for the
financial sector.

Objective 4: Improve Financial Capability Levels

47 | Map relevant financial MoE, NBE Financial
literacy, education and (FIS), ATA, Consumer
awareneass initiatives FCA, TPCPA | Protection and

Capability

48 | Develop and conduct a CSA, NBE Financial
household baseline survey | (FIS), ATA, Consumer
of financial capability to FCA Protection and
identify priority segments Capability




financial capability
initiatives (e.g., in relation
to public awareness on
credit reporting,
transaction accounts,
account opening
procedures, cost of
financial services and
regulated financial
institutions)

49

Develop a National
Financial Capability
Strategy based on the
findings of the household
survey, with specific
initiatives targeting each
priority segment (e.g.,
women, youth, children,
smallholders)

NBE
(CPCMD),
FCA,
MoANR,
Mok

Financial
Consumer
Protection and
Capability

Maonitoring and Evaluation System @
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Annex E: SWOT Analysis

The SWOT Analysis is a useful and widely used technique for understanding the Strengths
and Weaknesses of a context, and for identifying the Opportunities and the Threats to a
particular objective. In this case, the objective is the implementation of the National

Financial Inclusion Strategy towards the achievement of full financial inclusion in Ethiopia.

Current low rates of Current untapped mark
C OWNErs of

impler

action pian

ywelopment partners,
Commitment from

atory reforms
ans may

usage

External o

InSttutions
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Annex F: MNational Financial Inclusion Strategy Key Stakeholders and Their Roles and
Responsibilities

All stakeholders or participating institutions will set up a unit that effectively monitor and

evaluate the execution of the institutions roles and responsibilities as specified in the table

below. The Unit also serves as a point of contact for matters of financial inclusion and will

hawe regular exchange of information with Financial Inclusion Secretariat (FIS).

1. Government of Ethiopia * Undertakes law reforms as and when
necessary.
¢ Implements new national ID system to

facilitate account opening procedures

2. Ministry of Finance and ¢ Make all government payments through

Economic Cooperation electronic medium.

e Conducts a mapping exercise of large cash-
based payments in the government and
private sector to identify opportunities to shift
to electronic payments instruments

* [(obilizes financial and technical resources
from government and other development
partners that could be deployed for financial
inclusion activities.

e Assesses the feasibility of legal reforms to
bring currently excluded sectors [e.g.,
cooperatives and microenterprises) to the

national pension scheme together with MBE.

3. | National Council for Financial | « Coordinates initiatives, whenever necessary,

21

Inclusion across various government bodies and secures

M mational Council for Financial Inclusion arganized by inter-ministerial cormmittes composed of Minister of Ministry of
Finance and Economic Cooperation, Minister of Ministry of Agriculture and Natural Resources, With the Rank of Minster-
Chief of Macroeconomic Planning, Effectiveness, Followup and Support, Commissioner of Mational Plan Commission,
Director of Ethiopian Development Research Institute and Governor of the National Bank of Ethiopia. The Vice Governar
for Financial Institutions Supervision will serve as a Secretary to Mational Council for Financial Inclusion.
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higher level political support for
implementation of National Financial Inclusion
Strategy Action Plan.

» Sets overall policy and provides strategic
direction on the implementation of the
Mational Financial Inclusion Strategy.

= Takes responsibility for the implementation of
the MNational Financial Inclusion Strategy and
regularly monitor the implementation
progress.

= Approves targets and their revision in relation
to the reporting and monitoring process.

= Decides on measures proposed by Financial
Inclusion Secretariat and other stakeholders
on the basis of evaluations conducted by
Financial Inclusion Secretariat.

e Clarifies policy related issues affecting
implementation of National Financial Inclusion
Strategy Action Plan.

* Approves proposals and reports by the
Financial Inclusion Secretariat.

* Spearheads efforts to pass legal reforms
proposed by the MNational Financial Inclusion
Strategy Action Plan.

# Reviews any other issues related to
implementation of the MNational Financial
Inclusion Strategy as needed, with a view of
advising the GoE on the best way forward.

= Reviews and approves the Mational Financial
Inclusion Strategy of the country.

* Decides on and coordinates the design,
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implementation and follow-up of financial
inclusion strategy at higher political level with
the aim of gaining adequate support and
assistance for the effect of same.

Advices the GoE on the best way forward to
implement  National Financial Inclusion

Strategy Action Plan, if needed.

44-

National Financial Inclusion

Steering Committee™

Consults the development, implementation
and revision of National Financial Inclusion
Strategy.

Closely works with the National Council for
Financial Inclusion and the Financial Inclusion
Secretariat and gives advices and consultation
appropriate for the achievement of targets for
financial inclusion.

Advises the proper performance of financial
inclusion targets, initiatives and projects and
may also come up with new initiatives to
further enhance the  progress and
implementation of the MNational Financial
Inclusion Strategy.

May  advice other  stakeholders on
implementation of the MNational Financial

Inclusion Strategy action plan.

# FISC comprises deputy ministers of Ministry of Finance and Economic Cooperation: Ministry of Education; Ministry of

Agriculture amd Natural Resources; Ministry of Communication and Information Technology; Deputy Commissioner

General of Federal Police, Deputy Attorney General and heads of representatives of the Ethiopian Banker's Association, the

Association of Ethiopian Micro Finance Institutions; the Ethiopian Insurers Association; Ethio-telecom; and agencies

Including the Federal Cooperative Agency; Central Statistics Agency; the Federal Urban lob Creation & Food Security

Agency; the Ethiopian Electric Power Office, the Ethiopian Electric Services, Agricultural Transformation Agency,

Development Bank of Ethiopia and Commercial Bank of Ethiopia.
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e Sets up, on a need basis, sub-committees to
facilitate implementation of specific action

plan measures.

5. Financial Inclusion Secretariat | « |Implements data collection mechanisms for
financial inclusion, from both the demand and
the supply side

+ Ensures that appropriate arrangements are
made for financial inclusion data gathering,
collects  financial inclusion  information,
maintains database, and analyzes data on the
overall performance of and progress of the
Mational Financial Inclusion Strategy.

& Sets up working groups, as the case may be,
and coordinate and assess their activities.

= Tracks, monitors and evaluates progress on
Mational Financial Inclusion Strategy Action
Plans against the targets.

# Coordinates stakeholder activities, as outlined
in the Mational Financial Inclusion Strategy,
towards increasing Financial Inclusion.

+ Reviews and revises roles and responsibilities
of stakeholders as required.

# Liaises with and ensures that all stakeholders
on financial inclusion perform their roles and
responsibilities.

e Takes regular stock of completed and ongoing
financial inclusion initiatives with the
objective of monitoring, ewvaluation and
reporting of progress of the National Financial
Inclusion Strategy Action Plan

implementation.
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* Coordinates different stakeholders as needed,
including through knowledge sharing events.

* |dentifies possible areas of improvement in
the MNational Financial Inclusion Strategy
Action Plan or its targets and indicators and
initiates necessary revisions and supports
evidence based policy making.

e Serves as secretary to the Financial Inclusion
Steering Committee.

# Participates in forums, workshops, training
and knowledge sharing events concerning
financial inclusion and related issues on both
national and international level to share
experiences, lessons and challenges.

* Assists and coordinates the conduct of
financial inclusion diagnostic study and
subsequent development and implementation
of national financial inclusion strategy as per
the guidance of the MNational Financial
Inclusion Steering Committee.

# Serves as link between institutions and
committees and coordinate financial inclusion
activities among different stakeholders.

s Coordinates the participation of multiple
stakeholders specifically on cross cutting
issues.

* Manages financial inclusion framework
structure and other project management
governance structure to be created from time
to time.

* Prepares work plan and budget of the
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secretariat and reports progress quarterly.
Facilitates the publication of reports on
financial inclusion using set of various demand
and supply side indictors  including
performance of new and existing government
donor supported financial inclusion initiatives.
Reviews possible areas of improvement
and/or opportunities in terms of access to
financial services and proposes changes
including drafting of policies and regulations
that aim at maintaining, promoting and
advancing financial inclusion.

Organizes different meetings and workshop
that discusses on and aim at advancing
financial inclusion in the country.

Advices the National Council for Financial
Inclusion and Mational Financial Inclusion
Steering Committee on issues related to
development of sound inclusive and balanced
financial system in the country.

Manages and administer funds that are
allotted from wvarious sources for the
designating and implementation of financial
inclusion related activities.

Carries out other activities as directed and
assigned by the National Council for Financial
Inclusion.

Takes stock of completed and ongoing Action
Plan measures regularly to monitor and report
on the implementation progress,

Compiles and disseminate Mational Financial
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Inclusion Strategy progress reports to National
Council for Financial Inclusion and NSCFI.
Coordinates knowledge sharing events.

Builds and maintains a financial inclusion
information database, analyze and
disseminate financial inclusion information
including through national financial inclusion
reports, as directed by the National Council

for Financial Inclusion.

B.

National Bank of Ethiopia

Maintains safe, sound and stable financial
sector.

Provides the human, physical and other
resources and supports to Financial Inclusion
Secretariat.

Conducts a detailed diagnostic of the legal,
regulatory, supervisory and overall
institutional framework for financial consumer
protection.

Conducts an assessment of the regulatory
framework and the data infrastructure for
catastrophic risk insurance, and index-based
insurance together with AEI

Issues directive on operators of payment
systems and issuers of payment instruments
and reassess the role, regulation and oversight
of service providers

Strengthens regulatory and oversight capacity
at NBE on electronic retail payments.

Reviews legal requirements on paper-based
record keeping to remowve obstacles for

electronic transactions.
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s Expands the current Credit Reference Bureau
database and the institutions using and
reporting to it (e.g., leasing companies and
micro finance institutions) and offer walue-
added services, such as scoring.

* Conducts a comprehensive assessment of the
legal, regulatory and institutional framework
for secured transactions.

* Implements new data collection mechanisms
for financial inclusion data, together with
Financial Inclusion Secretariat, from the
supply side.

* Reviews the directive on agent banking to
overcome obstacles for financial institutions
to use agents in rural areas.

e Reviews the regulatory framework for
branches and sub-branches and consider
feasibility of incentives with the purpose of
encouraging expansion, including in rural
areas, without undue costs.

& (Constructs a GIS mapping of all types of
financial sector access points.

¢ lssues directive on electronic banking.

# Conducts a series of learning events for banks
and micro finance institutions and technical
service providers on innovative digital
financial services, to share knowledge and
increase their capacity to develop sustainable
business models and suitable products and
services.,

* Reviews MBE's  product  authorization
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procedures, to spur healthy innovation.

* Conducts an assessment of the remittance
market and its regulatory framework based on
the General Principles for International
Remittances.

* Conducts a series of learning events for banks
and micro finance institutions on innovative
cavings products to share knowledge and
increase capacity to develop suitable services
for the underserved segments together with
EBA and AEL

s Conducts a study on the need and the
adeguate design of no-frills savings accounts.

e Conduct a study to devise mechanisms to link
informal savings mechanisms to the regulated
financial sector, as well as incentives for
savings (e.g., match savings), including for
rural population, and women.

* Assesses the feasibility of legal reforms to
bring currently excluded sectors (e.g.,
cooperatives and microenterprises) to the
national pension scheme together with
MoFEC.

o Conducts a series of learning events for banks
and micro finance institutions on innovative
credit products to share knowledge and
increase their capacity to develop suitable
services for underserved segments, including
MSMEs together with EBA and AEMFI

» Conducts an assessment of GoE's initiatives

and programs to incentivize credit to priority
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segments together with MaoFEC.

Conducts a series of learning events for
insurers, to share knowledge and increase
capacity to develop innovative insurance
products for underserved segments together
with Insurers.

Creates a risk-based enabling regulatory and
supervisory framework for micro-insurance,
based on an assessment of obstacles to cater
the underserved segments.

Conducts an assessment of the existing
development and qualification opportunities
and training courses covering retail insurance
and micro-insurance, including  group
insurance together with AEL

Conducts a detailed diagnostic of the legal,
regulatory, supervisory and overall
institutional framewaork for financial consumer
protection.

Improves NBE's capacity to conduct consumer
protection regulation and supervision.
Conducts a diagnostic to consider options for
an effective dispute resolution mechanism
(e.g., a financial sector ombudsman) for the
financial sector, covering regulated and
unregulated financial services providers.

Maps relevant financial literacy, education
and awareness initiatives.

Develops and conducts a household baseline
survey of financial capability to identify

priority segments and best approach for
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financial capability initiatives (e.g., in relation
to public awareness on credit reporting,
transaction accounts, account opening
procedures, cost of financial services and
regulated financial institutions) together with
CSA.

= [Develops a National Financial Capability
Strategy based on the findings of the
household survey, with specific initiatives
targeting each priority segment (e.g., women,
youth, children, smallholders) together with
MoE, MoFEC and MoANR.

s |ssues necessary directives for financial
inclusion in general and in particular on access
points, products, delivery channel etc. and
implement as indicated in the plan of action
through assessment and survey.

= Licenses, regulates and supervises financial
institutions and their branches with the aim of
maintaining safe, sound and stable financial
sector.

e Promotes shared services initiatives such as
EthSwitch to reduce channel costs and ensure
interoperability.

* Works how funds will be available to MSME
businesses through the banks, micro finance
institutions and other possible means.

e [Develops financial literacy strategy and
programs and activities (in native languages)
that raise awareness about the availability and

benefits of products.
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s Leverages providers to deploy ATMs and POS
in rural communities,

= Supports micro finance institutions in their
plan to increase penetration into and serving
rural communities.

= Promotes necessary funding for youth,

women and others.

8 Ministry of Communication s Facilitate and dedicates bandwidth for data
and Information Technology services to give priority to payments and other
and Ethio-telecom e-channels to drive electronic payments.

= Expand mobile phone services and outreach.

s [mprove mobile network coverage and quality
levels to support the expansion of financial
inclusion.

= |mprove national coverage and reliability of
telecom supply in urban and rural areas to
support the expansion of financial inclusion

based on electronic transaction and channels,

8. Ministry of Agriculture and s |dentify short term and long term options to
Natural Resources and strengthen institutional and organizational
Agricultural Transformation capacity of the saving and credit cooperatives
Agency sector/rural saving and credit cooperatives

sector, based on international best practices.

= Strengthen institutional and organizational
capacity of Federal Cooperatives Agency to
collect data on products and services and
oversee the saving and credit cooperatives
sector/ rural saving and credit cooperatives
sector.

* Develop, together with the NBE, a National

Financial Capability Strategy based on the
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findings of the household survey, with specific
initiatives targeting each priority segment
(e.g., women, youth, children, smallholders)

* Conduct a study together with EBA, AEMFI,
FCA, to devise mechanisms to link informal
savings mechanisms to the regulated financial
sector, as well as incentives for savings (e.g.,
match savings), including for rural population,
and women

= Map relevant financial literacy, education and
awareness initiatives togather with MoE, NBE,
FCA and TPCPA.

* Develop and conduct a household baseline
survey of financial capability together with
CSA, NBE and FCA to identify priority
segments and best approach for financial
capability initiatives (e.g., in relation to public
awareness on credit reporting, transaction
accounts, account opening procedures, cost of
financial services and regulated financial

institutions)

9, Ministry of Education » Develops and implements curriculum for
financial literacy in primary and secondary

schools as well as tertiary institutions.

10. | Ethiopian Electric Power + Improve national coverage and reliability of
Office and Ethiopian Electric power supply in urban and rural areas to
Service support the expansion of financial inclusion

based on electronic transaction and channels

11. | Central Statistics Agency e Conducts surveys and provides data on
financial inclusion.

s [mplements new data collection mechanisms
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for financial inclusion data, from the demand
side.

* Develops together with the WB and MBE and
Implement a new financial inclusion survey
module to gauge financial inclusion levels
from the demand side.

# Develops and conducts a household baseline
survey of financial capability to identify
priority segments and best approach for
financial capability initiatives (e.g., in relation
to public awareness on credit reporting,
transaction accounts, account opening
procedures, cost of financial services and
regulated financial institutions) in

collaboration with Moa, NBE, ATA.

12. | Financial Intelligence Center * Reviews the current KYC requirements,
together with NBE, with the purpose of
implementing a tiered account opening model

to benefit the financially excluded.

13. | Ethiopian Postal Service « Acts as an agent for Banks and micro finance
Enterprise institutions in line with the enabling law.
* Acts as a distribution centers for financial

literacy materials.

14. | Federal Urban Job Creation & | Conduct a study and institute a simplified

Food Security Agency and standardized accounting system for MSMEs.

Ethiopian Professional = Creates, at the national level, a definition of
Association of Accountants MSMEs, together with other concerned
and Auditors bodies, to improve tracking of indicators for

MSME financing and goals set in the GTP I,
» Conducts a study on measures and incentives

to foster formalization of MSMEs.
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Improves  entrepreneurship  development

initiatives targeting MSMEs and in particular
women-owned enterprises, as well as to
foster their linkages with the financial sector

together with MoFEC.

15. | Federal Cooperative Agency * Implement new data collection mechanisms
for financial inclusion data, from both the
demand and the supply side.

# l|dentify short term and long term options to
strengthen institutional and organizational
capacity of the SACCO sector, based on
international best practices.

s Strengthen institutional and organizational
capacity of FCA to collect data on products
and services and oversee the SACCO sector.

s Conduct a study to devise mechanisms to link
informal savings mechanisms to the regulated
financial sector, as well as incentives for
savings (eg, match savings), including for rural
population, and women.

* Map relevant financial literacy, education and
awareness initiatives particularly for SACCO
sector.

¢ Develop and conduct a household baseline
survey of financial capability to identify

priority segments and best approach,

16. | Banks and WMicro Finance |« Plan and work towards achieving the National

Institutions Financial Inclusion Strategy [NFIS).

* Develop innovative products and delivery
channels such as retail payment system.

= Participate in shared service initiatives to
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reduce  channel costs and  ensure
interoperability.

& |Leverage multifunctional (saving and payment
and other services) ATM and POS channels to
expand reach and reduce costs.,

= Expand low cost services particularly in rural
areas through possible outreach means such
as agent banking and electronic banking.

* Establish linkages for wholesale lending to
micro finance institutions by main stream
banking.

+ |Implement agent banking model to extend
outreach.

+ |mplement a no-frills [zero balance) account.

= |mplement tiered KYC framework or risk
based approach to account opening and
transactions.

* Discourage the use of cash and checks to
reduce transaction costs and with the view to
create cash less society.,

= Provide periodic information and when
needed on financial inclusion.

* Go live and connect all banks to EthSwitch to
ensure interoperability.

* |nvest in and improve MIS in micro finance
institutions, to enable product and channel
innovation and better risk management (Only
micro finance institutions) together with
AEMFI.

17. | Development Bank of ® Provides capacity building to MSMEs on lease

Ethiopia financing to improve their financial literacy
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and credit worthiness,

Implements targeted financial inclusion
programs e.g. credit guarantees, refinancing,
lease and SME financing.

Provides periodic information and when

needed on financial inclusion.

8.

Ethiopian Bankers
Association, Association of
Ethiopian Insurers and
Association of Ethiopian

Micro Francine Institutions

Contribute to the review process of the
MNational  Financial  Inclusion  Strategy,
whenever necessary.

Plan and work on common agenda items of
the Mational Financial Inclusion Strategy and
implement.

Promote financial inclusion in their respective
area and scope.

Define and implement literacy programs in
their area of concern: why saving, credit,
insurance, cashless society, MSME etc.
Promote cooperation for the cause of financial
inclusion among institutions,

Conduct a series of learning events for banks
and micro finance institutions and service
providers on innovative digital financial
services, to share knowledge and increase
their capacity to develop sustainable business
models and suitable products and services.
Asses the existing professional development
and qualification opportunities and training
courses covering electronic payment services.
Conduct a series of learning events for banks
and micro finance institutions on innovative

savings products to share knowledge and
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increase capacity to develop suitable services
for the underserved segments (Excluding AEIl)
together with NBE.

e Conduct a study to devise mechanisms to link
informal savings mechanisms to the regulated
financial sector, as well as incentives for
savings including for rural population, and
women.

* Conduct a series of learning events for banks
and micro finance institutions on innovative
credit products to share knowledge and
increase their capacity do develop suitable
services for underserved segments, including
MSMEs together with NBE,

* Implement capacity building programs to
improve their capacity and expertise in
dealing with the MSME sector, rural financing
and manufacturing.

e Assess the available professional development
and qualification opportunities and training
courses covering credit risk assessment and
management activities (AEMFI and EBA).

¢ Conduct an assessment of the existing
development and qualification opportunities
and training courses covering retail insurance
and micro-insurance,  including  group

insurance together with NBE (Only for AEI).

19. | Insurers e Expand the current portfolio of insurance
products to better address consumer needs
for ewxample, micro-insurance, Islamic

insurance (Takaful) and  index-based
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insurance.

Increase focus on outreach and specific
sectors, e.g. lower-income segments.

Process and pay claims in a timely manner to
build trust and confidence of the public
particularly in the micro sector.

Promote life insurance in particular and long
term insurance in general.

Define and implement insurance literacy
programs,

Develop micro-insurance products, Islamic
insurance (Takaful) and index-based insurance
products to serve low-income/frural
individuals.

Define initiatives for insurance agents to
increase outreach in rural areas.

Pravide periodic information and when
needed on financial inclusion.

Conduct a series of learning events to share
knowledge and increase capacity to develop
innovative insurance products for

underserved segments together with NBE.

20.

Development Partners

Provide technical and financial assistance to
Banks, micro finance institutions insures,
saving and credit cooperatives, ATA, NBE and
others foar the implementation of the MNational
Financial Inclusion 5trategy by developing
their own plan of action, which shall be
subject to agreement with NBE.

Monitor the implementation of own action

plan on financial inclusion as agreed.
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Annex G: Main Current Financial Inclusion Initiatives

1. Agricultural and Rural Finance

In 2011, the International Fund for Agricultural Development supported the
implementation of the Rural Financial Intermediation Program (RUFIP) Il project. The
project built on the successes of RUFIP | to scale up delivery of financial services and
products to reach 7 million poor rural households by 2019. RUFIP Il provides support to
build capacity of micro finance institutions and cooperatives, investments to improve
regulation and supervision of micro finance institutions and Rural saving and credit
cooperatives (RUSACCOs), and credit to bridge liquidity gaps for micro finance
institutions and RUSACCOs. The program also provides technical assistance to the FCA.
The overall goal of the RUFIP Il program is to provide sustainable access to a range of
financial services through a nationwide network of 30 micro finance institutions and

5,500 rural saving and credit cooperatives.

In 2015, Agricultural Transformation Agency (ATA) drafted Rural Finance Strategy, in
consultation with MoFEC, FCA and the Ministry of Agriculture and Natural Resources,
which aims to increase access to finance for smallholder farmers and other actors in the
agricultural value chain. The Rural Finance Strategy is awaiting approval. As an extension
of a range of research initiatives, ATA is piloting an input e-voucher system, and is

heading a financial literacy campaign targeting farmers.

2. Payment Systems

The HiFi program, funded by DFID-UK and implemented by the WBG, is focused on
scaling up financial inclusion by harnessing technology (e.g. mobile) and innovation (e.g.
electronic payments of welfare benefits to people). Specifically, HiFi focuses on
developing and implementing a model payment system infrastructure, strengthening
legal and regulatory framework for payments infrastructure, and developing strategies
to scale up electronic payment services. The project is implemented mainly in
partnership with the NBE and will cover various measures included in the National

Financial Inclusion Strategy Action Plan that relate to payments infrastructure.
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3. Insurance Services

The WBG in cooperation with NBE is preparing a 3-year technical assistance program on
“Promoting Inclusive Insurance” to be launched in September 2015. The program,
funded by FIRST Initiative, has the objective of supporting the NBE in promoting access
to insurance services of quality, value and safety for low-income groups in Ethiopia and

contributes to broader financial inclusion.

4. Household Savings

Microlead, a joint program between the United Nations Capital Development Fund
(UNCDF), the Bill and Melinda Gates Foundation, and The MasterCard Foundation has a
savings-lead business model approach with a focus on women, rural markets, and
technology. The objectives of the program are to strengthen the microfinance sector by
providing technical assistance, strengthening governance and management systems,
strengthening operations systems, increase financial literacy, and capacity building.
Among others, the program aims to increase voluntary savings, the client base of rural

women, introduce IT support quality services for risk mitigation and improve operations.

5. SME Finance

The WBG, in collaboration with MoFEC, the DBE, and the DFID-UK funded Private
Enterprise Program for Ethiopia (PEPE), is preparing a Small and Medium Enterprise
Finance Project (SMEFP) that aims to foster an SME finance culture in Ethiopia by
providing working capital, investment finance and lease finance to MSMEs on a
commercial basis. The program will assist in the provision of dedicated lines of credit for

MSMEs and the provision of relevant technical assistance to financial intermediaries.

6. Support to Improvement of the Broader Business Environment and
Financial Inclusion

The Ethiopia Multi Donor Initiative was launched in 2014 by the Canadian, Italian,
Swedish, UK and Ethiopian government, as well as the IFC, to harmonize donor activities
and leverage resources to build a more dynamic and competitive private sector. Other

notable initiatives include the DFID-UK-funded PEPE and the IFAD-funded RUFIP, both
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mentioned above. These initiatives are relevant for financial inclusion to the extent that
they strengthen MSMEs, which would improve their ability to access finance, strengthen
saving and credit cooperatives, which would help them provide better service to rural
communities, and also work on supporting mechanisms to facilitate finance, such as

credit-guarantee schemes.

7. WBG's Financial Inclusion Support Framework (FISF)

The WBG Ethiopia FISF program, funded by the Netherlands Ministry of Foreign Affairs
and the Bill and Melinda Gates Foundation, aims to accelerate and increase the
effectiveness of government reforms and help achieve national financial inclusion
targets and is preparing a range of technical assistance and capacity building measures

to advance financial inclusion in Ethiopia.

8. Leasing Sector Development Project

IFC in collaboration with the National Bank of Ethiopia has launched this initiative. The
goal of the initiative is to improve the existing legal and regulatory leasing framework,
facilitate the development of leasing sector and build capacity and raising public

awareness with regard to role and benefit of leasing.

These and other initiatives that are still active are listed in the table below.
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