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Introduction 

 Access to finance has been recognized among 
policy makers as a magic bullet of development  
especially if it is inclusive. 

Inclusive finance is access to a range of quality 
financial services to the excluded (people with low 
income and limited property collateral). 

This assessment has tried to assess inclusiveness of 
financial services in PRIME operation areas (Afar, 
Somalia and Southern Oromia). 
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Objectives 
•To identify current and potential innovative and 
inclusive financial products, 

•To assess the capacities and willingness of 
financial institutions to  provide inclusive financial 
service to pastoralists, 

•To identify the challenges and opportunities to 
implement this, 

•To identify possible actions to improve the delivery 
of inclusive financial services for pastoralists 

       



Saving and improving lives in the world’s toughest places. 

Methodology 
Data was collected from Macro, Meso, and micro level actors 
through key informant interview based on unstructured interview 
schedule.  

Data sources: 

the 3 supervision team leaders (banks, micro finance institutions, and insurance). 

 Association of Ethiopian Microfinance Institutions, 

 9 head offices and 41 branches of CBs, MFIs and Insurances, 

 2 IT service providers.  

FCA,12 zone and district level cooperative agencies (offices) and 8 RUSSACOs.  

3 Woreda and zone administration, and  

Data data were organized and analyzed more of in a qualitative manner.  
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Key Findings 
1.Commercial Banks 

Banks Outreach/Distribution 

•Commercial banks are believed to be pioneer in introducing modern 
financial services.  

•Currently, there are 19 commercial banks with total branches of 

2,275 (NBE, 2014). 

•Despite the fast growth of branches in number, their geographical 
distribution is uneven. Pastoral areas have negligible shares.  

•Of the PRIME operation area, Afar was found to have least number 
of banks. 

•Bank in Somali have concentrated in Jigjiga and Tog-Wujale 

 

 

       



Saving and improving lives in the world’s toughest places. 

Banks Outreach.... 

 

 

•Banks in pastoralist area, particularly at border, all focus on hard 

currency generation– not inclusive ! 

•Encouraging deposit mobilization efforts in most areas.  

•Van Banking: (banks travel to market places, public areas, and 
water points to create new saving accounts) and Muday bank/ Coin 

box are very promising product s to reach the rural people. 

•Loan provision is really difficult for the pastoralist and even banks 
are not willing to take pastoralists wealth, mostly their livestock, 
even after it gets insurance coverage. 

•Institutional guarantee is considered as a means to bypass the 
collateral hurdles (OIB, CBO, and Buna have such experiences)  

•Area also affects banks’ loan decision (history,objective, 
security) 
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 ecent dev’ts in banking services 

 Mobile banking 

• Ethiopia was among the last to start mobile banking 
service in Africa b/c limited access to telecom and 
financial security 

• NBE allowed in 2012 (Directives No. FIS /01/2012) 

•being used to make local money transfer and payments –
increased access and efficiency; opens up opportunities! 

• Rural areas benefits when agents are functioning.  

•Limiting factors: Network, awareness, and restrictive 
policy   of NBE about techno providers.  
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 ecent dev’ts in banking .... 

 Interest free banking 

So far 3 (CBE, OIB, and United bank) have started deliver the 
service. 

It comprises of different sheria-compliant products and acceptable 
for pastoralists, where majority of them are Muslims. 

•However, only small amount of deposit is being mobilized and still 

large gap on financing 

•Limiting  factors: double taxation in Murabah financing service, Shortage of 

knowledgeable staff, Dispute resolution system (new for Judges), still less 
convincing for some.  

•The consistency of the service with Islamic law is a step forward to bring 

pastoralists in the bank industry 
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MFIs in Pastoral Area 
•MF has taken the attention of policy makers, academics, 
donors and practitioner after the success story of Grameen 
Bank in Bangladish. 

•Income of client 25% larger than non client, shift from 
agri wage labor to self employment. 

•In Ethiopia there are around 3.2 million clients which is    
very minimal as compared to immense demand 

•OCSSC has 300 branches and reached 809,284 clients. 
Out of which 27 branches and 53,660 clients are in 
pastoral areas and SMFI with its 16 branches has 6 t0 7 
thousand clients 
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Cont’d 

 
In Borena zone, people who have access to microfinance service consists 3.1% of people 

above the age of above the age of 14, which 531,757 according to CSA (2008) where as in 

Guji zone the figure is 6.9%. In clearly indicate that the penetration performance of the 

company is unsatisfactoryIn Borena zone, people who have access to microfinance service 

consists 3.1% of people above the age of above the age of 14, which 531,757 according to 

CSA (2008) where as in Guji zone the figure is 6.9%. In clearly indicate that the 

penetration performance of the company is unsatisfactory 

 

In Borena zone, adults who have access to microfinance 
service consists 3.1% where as in Guji zone the figure is 
6.9%. In clearly indicate that the penetration performance 
of the company is very low. 

 

       

Zone Numbers of 

Branches 

Number of Client Loan Disbursement 

Urban Rural Urban Rural 

Borena 13 2,999 13,562 26,194,300 65,405,900 

Guji 14 4,537 32,562 34,686,100 144,985,100 

Total 27 7,536 46,124 60,880,400 210,391,000 
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Cont’d 
•Default, particularly from urban clients, also there 
13 from one branch all of them are clients from 
urban . 

•SMFI deliver all interest free financial products; 
viz, Murabaha, Mudarabah, Musharakah, Salam, 
Istisna, Ijarah. and Coin box saving also (350 
client) operational 

•But loan repayment performance is outstanding 
(98%) 
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SACCOs in Pastoralist area 

 • Though“ cultural co-operatives”  Edir, Ekube, 
Debo/Wonfel, Mahiber/Senbete, and Cheffee Kore 
to name only a few, have long history the country is 
still in infant stage of cooperative development. 

•Formal  financial cooperative is a recent 
phenomenon. 

•In the country there are 14,453 financial 
cooperatives. 

•Only few members they have as compared to the 
immense demand. 
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Cont’d 
•The two zones in pastoralist area of Southern 
Oromia  have penetration rate of 3.9% and 1.07% 
for Borena and Guji zones, respectively . Contrary 
to MF service penetration rate. 

•Though the performance of SACCOs in pastoralist 
area is poor, it differs from place to place.  

•Borena zone has 38 SACCOs per wereda on 
average, same figure for Guji zone is 17.  

•In the contrary in Afar regional state Gewane has 
3, Amibara 4 and Argoba 5. 
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Cont’d 
Non Financial Benefit of RuSACCOs 

“ we have developed a lot of skill on how to do 
different businesses, management of financial 
resources and most importantly our bargaining 
power in both domestically and outside of our 
home has been improved. They also want to stress 
that before the time of member ship such kind of 
free discussion with male, like you, is 
unimaginable” 

Empower members specially women 
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Challenges  

       

Commercial 

Banks 

MFIs SACCOs 

Unfair competition of 

Banks (govt acct, informality) 

Limited financial capacity Very critical financial 

limitation 

-27% bill purchase  

-Under invoice problem  

 

Limited human resource  Committee members have 

very limited financial 

knowledge 

Infrastructural  and logistics problems HR of wereda cooperative 

office low in number & 

knowledge gap 

No coordination or synergy among different sector 

 
Most formal financial 

sector are reluctant to 

collaborate with them 

Conflict related risks 

Mobility and low awareness of Pastoralists 
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Opportunities  

       

Commercial Banks MFIs SACCOs 

Existance of export oriented 

markets  

rural client repayment performance 

is very high 

The sector is profitable 

Technological expansion (mobile banking) 

and Start of the interest free banking 

Transition of pastoralists in to agro-pastoralists 

huge demand and the society is not difficult to mobilize 

Gov’t gives due attention for saving 

NGOs are interested to work/cooperate with  
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Conclusion 
• There is encouraging dev’t in finanical sector.  

•Most of the new finaicial products lacks innovation 
and not designed for the rural poor.  

The pastoralists’ needs are unlikely to be accommodated by 
giving the same product with the other groups of the society.  

•Most banks focused either on deposit mobilization or 
foreign exchange earning.  

•Success comes when one intervienes via local elders and religious 

leders in rural areas . 

•No matter where the area is, the rate of getting new 
accounts is much higher in rural areas than urban ones; 
and the deposit from rural areas are more stable! 
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Conclusion 
• Mobile banking and interest free banking are a key step for finainal 
inclusion.  

•Financial illitracy is the key problem for all types of finaical 
institutions.  

• MFI and RUSSACOs are relatively accessible for rural dwellers 
but still with low penetration rates.  

•Most of the RuSACCOs are weak which needs commitment of 
stakeholders to uplift them- but the southern ones are better off. 

•There are lots of efforts to bring financial inclusion but fragmented.  

•Rural areas are finaincially under served but amples of 
opportunities to penetrate this new market 
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Policy Implications  
•Immidate support/ direction should be given from  monetary 
authorities for issues assocaited with the devt of new financial 
products.  

•Financial intermediaries should develop innovative financial 
products specific to farmers/pastoralists.  

•Local govts should  closely  support the financial institutions  in 
thier effort of saving mobilization  (free security services, awarness)  

•Govt and devet partners should provide clear economic incentive 
for those institutions willing to serve the rural poor.  

•Decision makers can take into account valuable asset/livestock for 
collateral to make financial service inclusive for pastoralists 
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Policy Implications  
•Since there is clear gap of the knowledge what the 
officers of some cooperatives have and what really 
required- capacity building training is needed. 

•NGOs which intervene in pastoral area can make it in 
terms of  seed money for SACCOs and MFIs. 

•The actors involved in this sector in fragmented manner 
should coordinate for the better performance of the sector  

• There is a need to have large scale finaical literacy 
program  
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. 

 
     Thank you ! 

       


