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Microfinance institutions (MFIs) and Savings and Credit Cooperatives (SACCOs) should increase their
reach to the poor. In 1996, the National Bank of Ethiopia (NBE) developed a prudential regulatory
framework for microfinance to supply financial services to the poor. The Microfinance Proclamation
40/1996 opened the possibility for the establishment of deposit-taking MFIs.20 Despite these efforts, in
March 2015, there were only 24 MFIs providing financial services. Their penetration ratio is still low,
with less than 4 percent of the population being served. Similarly, SACCOs, which are voluntary
associations with a purpose to save and lend money to its members, remain small by international
standards. Although they are growing in number, their coverage is insignificant relative to the size of
the unbanked population.
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Financial development in Ethiopia should focus particularly on rural areas where the majority of the
population resides. In Ethiopia, access to finance is primarily through the banking sector and
microfinance institutions (MFIs). There are 18 commercial banks and one state-owned development
institution (Development Bank of Ethiopia). The sector is highly concentrated, with the largest, state-
owned commercial bank comprising about 70 percent of total assets. Banks have been rapidly
expanding their branches, which have increased four-fold since 2010. However, as more than a third of
branches is located in Addis Ababa, the rural areas (with almost 80 percent of population) still lack
good access to financial services. Despite rapid growth, compared to other countries in the region, the
population per bank branch remains high (35,957 as of March 2015).
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«Internet banking has increased, certain banks have closed many branch facilitiesm estimated at 1,487
closures within the year 2014. Certain banks assert that additional branches are underperforming, likely
due to the increase in online banking options, but will likely remain.»>
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