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2007 CGAP Regional Funder Survey: Sub-Saharan Africa

In order to better understand funder activity, in 2005 CGAP began surveying funders working in Africa
to increase access to finance. In 2007, 40 respondents provided self-reported information on their
general projects, specific activities in each country, and funding instruments and this report

summarizes the results.

At a Glance

Despite an expected slight decline in global Official Development Assistance (ODA) for 2007, Sub-
Saharan Africa still draws attention from funders and aid continues to rise.*

Only one in five households has access to financial services in Africa. There are still challenges
ahead but the microfinance landscape is rapidly evolving and new funders such as private
foundations and Microfinance Investment Vehicles are supporting projects to increase access to

finance.

In 2007, funders had total commitments of $1.76 billion, covering 716 projects in all 48 countries in
sub-Saharan Africa. Between 2006 and 2007, committed funding decreased by 12 percent but the
number of projects increased by 61 percent.? This number includes funding from a wide variety of
funders, though most are non-commercial using public monies. In contrast, another CGAP survey
that focuses on Microfinance Investment Vehicles (MIVs)®*—private funds that typically have more of
a commercial orientation—reports that MIVs invested only $69 million in Sub-Saharan Africa® out of

$2.7 billion globally in 2006.

Funding by Region

Funding is heavily concentrated in East

Africa and certain countries in West Africa
(Figure 1), with Uganda having the largest
number (62) of financial access programs.

Funding is least concentrated in Central
and Southern Africa. Funders are also
investing in regional projects that do not
focus on specific countries. However, only
12 percent of funding ($210 million) goes
to regional initiatives.

Figure 1: Funding Amounts per Country (US$)

For country-specific information in Sub-Saharan Africa please consult the 2007 CGAP Regional Funder Survey interactive map

by clicking (CTRL+click) on the above map or

http://maps.google.com/maps/ms?ie=UTF8&hl=en&msa=0&msid=103584796392198234533.00044190cfd3c3b9147a4&z=3

! Finance & Development, December 2007, “Changing Aid Landscape”, p. 20-21.
® See page 8 for the methodology of CGAP regional funder survey.

® See page 8 for the full definition of MIVs.

* Does not include Oikocredit, Triodos Faire Share Fund, Triodos DOEN Fund, Hivos Triodos Fund.
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Seven countries (Ghana, Uganda. Kenya, Tanzania, Ethiopia, Mali and Mozambique) account for
nearly 50 percent of total committed funding, while the 20 least-funded countries account for only 3
percent (Figure 2).

Over 50 percent of the highest funded countries are Least Developed Countries (LDCs) but 60
percent of the lowest funded countries are also LDCs.

Notably, since 2006 middle income countries have been part of the lowest funded countries. This is
likely the result of funders shifting away from middle-income countries to focus on LDCs. However,

the country income categorization does not necessarily reflect the challenges and the vulnerabilities
of certain client segments in these middle income countries.

Figure 2: Funding Amounts per Country®

High funding GNI per capita | Medium funding GNI per capita | Low funding GNI per capita
amount Atlas method | amount Atlas method amount Atlas method
(2 $75 million) | (current US$) | ($25 — 74 million) | (current US$) (£ $24 million) (current US$)
Ghana 520 Nigeria 640 Niger ¥ 260
Uganda ¥ 300 Madagascar ¥ 280 South Africa @ 5390
Kenya 580 Benin ¥ 540 Cameroon ¥, @ 1080
Tanzania 350 Senegal ¥ 750 Togo ¥ 350
Ethiopia ¥ 180 Zambia ¥ 630 Chad ¥ 480
Mali ¥ 440 Rwanda ¥ 250 Angola @ 1980
Mozambique ¥ | 340 DRC ¥ 130 Guinea ¥ 410
Malawi ¥ 170 Sudan ¥ 810
Burkina Faso ¥ 460 Mauritania ¥ 740
Sierra Leone ¥ 240 Burundi ¥ 100
Gambia ¥ 310
Comoros ¥ 660
Congo @ 950
Zimbabwe 340
Cape Verde %, @ | 2130
Central African 360
Republic ¥
Somalia ¥ N/A
Namibia @ 3230
Gabon @ 5000
Equatorial Guinea | 8250
x* @
Djibouti @ 1060
Eritrea ¥ 200
Guinea Bissau ¥ 190
Liberia ¥ 140
Mauritius @ 5450
Cote d’lvoire 870
Swaziland @ 2430
Sao Tome and 780
Principe ¥
Lesotho %, @ 1030
Seychelles @ 8650
Botswana @ 5900

¥ Least Developed Countries as defined by the United Nations (see methodology section, page 8)
@ Middle Income Countries as defined by the World Bank (see methodology section, page 8)

® For each category, countries appear in decreasing order of funding amount based on information reported by participating

funders.
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Projects by Activity Levels of the Financial System

Access to finance projects are distributed among Figure 3: Projects by Activity Level

three types of activities: % based on the number of projects

e Retail Institutions projects (59%) support a
wide range of financial and non-financial
institutions.

e Financial Infrastructure projects (25%) support
locally available market infrastructure and
services, including auditors, rating agencies,
networks and associations, credit bureaus,
transfer and payment systems, information
technology and technical service providers.

Retail Institutions (59%)

Financial Infrastructure (25%)

e Policy Environment projects (16%) support
government policies and systems, including laws
and regulations and enforcement bodies, such as
banking supervision.

Folicy Environments (16%)

Forty percent of committed funding ($704 million) is channeled to one level of the financial system,
although they account for 69 percent of the number of projects (495 of the 716 projects) with an
average of $1.4 million per project. These projects can be considered single-level projects.
However, 45 percent of committed funding ($790 million) operates on several levels of the financial
system. These multi-level projects (see Box 1) represent 16 percent of the projects (117 of 716
projects), with an average of $6.8 million per project. (Figure 4)

Box 1: Multi-level Project: Microfinance
Capacity Building for Burundi

The project was launched in 2004 by UNDP and
the Ministry of Finance and has four components:
(1) provide direct assistance to three MFIs that
have a strong potential and work with low income
clients, (2) capacity building and training for the
microfinance sector, (3) a support to the
Government on policy issues, sector coordination,
and dialogue between the various actors, and (4)
an institutional support of the central bank (BRB) to
create a favorable regulatory and supervisory
environment. The execution of the project was
jointly assigned to the UNDCF (components 1 and
2) and ILO (component 3 and 4).

Figure 4: Funding by Project Type
% based on funding amounts

. Multi-lewel Projects (45%:)

E Single-level Projects {40%)
NAA (15%)
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Projects Supporting Retail Institutions Figure 5: Retail Institution Projects

. . . % based on the number of projects
There are 564 projects — either single-level or ° prol

part of multi-level projects - supporting retail
institutions. See box 2.

Projects at this level are divided between those
providing funding (64%) through grants and
loans, to MFIs and those providing technical
assistance (31%) through grants. See Figure 5.

Funding for MFIs {64%)

Technical Assistance {31%)

Other (5%

Box 2: Funding for Retail Institutions: Microfinance Initiative for Sub-Saharan Africa (MIFSSA)

MIFSSA was launched in 2007 by IFC in collaboration with and co-funded by KfW. MIFSSA is an
investment and technical assistance program designed to accelerate expansion of sustainable
microfinance services for low-income microentrepreneurs in Sub-Saharan Africa. The program provides
investment and technical assistance resources to help launch up to seven professionally managed
greenfield microfinance institutions in five Sub-Saharan African countries (Senegal, Ghana, Rwanda,
DRC, and Sierra Leone).

Figure 6: Financial Infrastructure Projects Projects Supporting Financial
% based on the number of projects Infrastructure

There are 239 projects — either single-level or

w% part of multi-level projects — that support

financial infrastructure. See Box 3.

Projects at this level are divided between (a)
capacity-building activities (55%) such as
training of trainer courses, audits, MIS, and
MFI ratings, (b) infrastructure (22%) in the
form of support toward payments systems
and credit bureaus and accounting

Capacity Building {55%:) standards, and (c) refinancing through
Infrastructure (22%) apexes or banks to MFIs (14%). See Figure
6.

Refinancing (14%:)
2  Other (9%

Box 3: Funding for Financial Infrastructure: Linking Payment Systems for Banks and Service
Providers, Rwanda

In 2004, FIRST launched a project to modernize the payment system operated by banks in Rwanda.

The main objective of this project was to enable the banks to become the acknowledged intermediary
between the customer and the service provider by developing an automated connection between the
payment system of the banks and the invoicing system of the service providers.
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Projects Supporting Policy Environments Figure 7: Policy Environment Projects

. . . % based on the number of projects
There are 158 projects — either single-level or part ° prol

of multi-level projects — that support policy
reforms. See Box 4.

Policy projects are equally divided into
regulation/supervision (46%) and broader policy
issues (44%), such as interest rate regime, tax
issues, and national strategies (Figure 7)

There is a strong trend of funder collaboration at
the policy level as these projects tend to be large,
and they allow funders to pool resources, provide _
specialized expertise, and achieve economies of Broader Policy Support (44%)
scale. Seventy percent of all policy projects are Other (10%)

supported by two or more funders; they are mostly

multilateral and bilateral donors.

Regulation/Supervision [46%)

Box 4: Funding for Policy Environment: Financial Sector Development Programme, Zambia

In 2005, DFID, in collaboration with and co-funded by SIDA, launched an initiative to support the
Financial Sector Development Programme. The project’s goal was to improve the enabling environment
for pro-poor private sector-led growth, particularly in agriculture. For over two years, the two funders
supported, through technical assistance and grants, a Zambian-owned and driven financial sector
reform process that has increased information and analysis to influence and inform the public and
private sector.

Projects by Funder Type

MIVs, international NGOs, Figure 8: Projects by Funder Type
development finance institutions % based on the number of projects
(DFIs) and private foundations 100%,
are the primary funders to
T 0%

support retail institutions.

] o ] B0%
Financial infrastructure is

L . 70%,
primarily supported by private
foundations, multilateral and f0%
bilateral funders, and 50%
international NGOs. 40%
Multilateral and bilateral 0%
funders, along with DFIs are the 0% |
primary funders of policy , :
environment projects. 10% [ ]

. . 0%
Figure 8 shows how different Biateral MuldlZeral DFI  Privte MV Intl NGO
types of funders spend their Foundatian
money.

B Retail Institutions £ Financial Infrastructure Palicy Environment
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Funding by Funding Instruments

Figure 9: Funding Instruments
Funders use a range of instruments, but they % based on funding amounts
favor grants (34%) and loans (32%). Bilateral
funders and international NGOs are the main
providers of grants, while loans are funded
primarily by DFIs, MIVs, private foundations,
multilateral funders and international NGOs.

In-kind funding (9%) is typically coupled with
either a loan or a grant. Equity funding (5%)
and guarantees (3%) comes largely from DFls
(Figure 9).

Grants {34%) Guarantees {3%)
@ Loans (32%) M Other(d%:)
In-Kind i9%) B N/ (14%)
W Equity (5%)

Funders should be flexible to adapt a variety of instruments to the specific context depending on the
activities, the overall project objective, their comparative advantage, the country context, other
stakeholders, etc.

DFls, bilateral donors, and international NGOs usually use a wide variety of instruments (Figure 10)
that allows flexibility in working with the private sector. MIVs, which mostly finance retail institutions,
are currently concentrated in debt instruments with a small volume of equity funding.

Figure 10: Funding Instruments
% based on funding amounts

100%:
Q0%
S0
0%, W Grants
# loans
60%: In-Kind
S0% Guarantees
0% M Equity
| Cther
o
40% B MiA
20%:
10%:
0%

Private

Bilateral Multilateral CFI Foundation

MW Intd HGO

Note: Instruments at less than 5% not shown
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Maximizing Funders Effectiveness in Supporting Access to Finance in Sub Saharan
Africa

Funding is increasing in Sub-Saharan Africa, and projects are becoming increasingly complex and
increasingly inter-dependent (multiple donors and multiple countries).

Many factors influence the success and impact of microfinance projects. Some factors are within the
control of funders, while others are not (political climate of the country, socio-economic crisis, etc.).
However, one factor that a funder can influence is the way they work—for example, how they deploy
their staff and instruments, and how they collaborate with other funders. Before launching a new
project, funders should talk with others already active in the country to determine priority needs and
where they can best add value.

Five elements (see the framework below) can help funders analyze their own strengths and
weaknesses and determine their comparative advantage vis-a-vis other funders. The STAR tool—a
user-friendly self-assessment mechanism—can be used by a funding agency or a group of funders:
http://cgap.org/direct/docs/StarTool.pdf.

Elemenis of Effectiveness

Comtnon visioh alighed with good
practices, internalized, shared and
corrnicated consistently

Fange of instruments availdble and used
in a flexible manrer and adapted to local
market needs

Staff with microfinancefinancial sector
expertise to ensure guality of design,
iraplernentation, and monitoring of
progratns

Insimumenis

Managemend
- - Swetemns that ensure the transparency
Systems to create, disseminate, and and performance-based management of
incorporate learning from own and microfinance prograrms and components

others” experience

Methodology

2007 Respondents

AECI, AfDB, AFD, CIDA, CGAP, DFID, the Dutch Platform (MoFA Netherlands, FMO, DOEN
Foundation, Rabobank Foundation, Triodos DOEN Fund, Oikocredit, Triodos Fair Share Fund,
Cordaid, ICCO, Oxfam Novib, HIVOS, Hivos Triodos Fund), EIB, EC, FCSS (Fonds de contrepartie
Sénégalo-Suisse), FIRST, Bill and Melinda Gates Foundation, GTZ, IFAD, IFC, ILO, IMF, JBIC, KfW,
Luxembourg Development Cooperation, MCC, MoFA Finland, MoFA France, NORAD, SDC, SIDA,
UNCDF, USAID, the World Bank (IBRD, IDA).

Data

The number of respondents to the survey increased from 16 to 40 between 2006 and 2007. To
compare results between 2006-2007, the sample consisted of funders who responded to the survey
both years. Sixteen funders participated in both 2006 and 2007: AfDB, AFD, CIDA, CGAP, DFID, the
Dutch Platform, EIB, EC, FIRST, IFAD, IFC, KfwW, MCC, SIDA, UNCDF/UNDP, USAID, the World
Bank (IBRD, IDA).


http://cgap.org/direct/docs/StarTool.pdf
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Funder Categorization

Bilateral donors: CIDA, DFID, MoFA Netherlands, FCSS, GTZ, Luxembourg Development
Cooperation, MCC, MoFA Finland, MoFA France, NORAD, SDC, SIDA, USAID.

Multilateral donors: AfDB, CGAP, EC, FIRST, IFAD, ILO, IMF, UNCDF, the World Bank (IBRD and
IDA).

Development Finance Institutions (DFIs): AECI, AFD, FMO, EIB, KfW, IFC, JBIC.
Private Foundations: DOEN Foundation, Rabobank Foundation, Bill and Melinda Gates Foundation.

Microfinance Investment Vehicles (MIVs): Oikocredit, Triodos Fair Share Fund, Triodos DOEN Fund,
Hivos Triodos Fund.

International NGOs: Cordaid, ICCO, Oxfam Novib, HIVOS.

Terminology

Funding commitments refer to funds that have been assigned to a special project but not disbursed
(for overall project life).

Least Developed Countries: According to the UN, LDCs show the least amount of socioeconomic
development in terms of the Human Development Index. (Source: UN-OHRLLS, Criteria for the
identification of the LDCs, 2008: http://www.un.org/special-rep/ohrlls/Idc/Idc%20criteria.htm)

Middle Income Countries: Economies are divided according to 2006 GNI per capita, calculated using
the World Bank Atlas Method. The groups are: low income, $905 or less; lower middle income, $906
- $3,595; upper middle income, $3,596 - $11,115; and high income, $11,116 or more. (Source: the
World Bank, Country Classification, 2008:
http://web.worldbank.org/WBSITE/EXTERNAL/DATASTATISTICS/0,,contentMDK:20420458~menu
PK:64133156~pagePK:64133150~piPK:64133175~theSitePK:239419,00.html)

Microfinance Investment Vehicle: An investment entity that has microfinance as a core investment
objective and mandate. It is either self-managed or managed by an investment management firm or
by trustees. It receives money from investors through the issuance of shares, units, bonds, or other
financial instruments. It provides debt, equity, or guarantees to MFIs and non-specialized financial
intermediaries.
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