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Study Methodology & Objectives

This study employed purely secondary research by triangulating publications, journals, white papers and
other credible literatures from credible agriculture stakeholders and research organizations.

The findings were supported by analysis of proprietary datasets from different Public, Private and Non-
governmental institutions.

The objective to this study was to:

1) Conduct in-depth profiling of smallholder farmers, agropastoralist and pastoralists, through
studying the value chains they participate in and how they access and use Digital Financial
Services (DFS) and/or Digital Information services (DIS)

2) Interrogate existing information on access and utilization of DFS and/or DIS, exploring
opportunities to enhance information sharing and adoption by producers
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Source:
Note: The literature considered to generate insights in this study was seven years old as opposed to five years required due to effect of COVID 19 which hampered data collection
efforts.



Definition of terms

/Digital Financial Services (DFS) refers to the\ /Digital Information Services (DIS) refers to )
use of digital technologies such as mobile the delivery of information and knowledge
phones, the internet, and other electronic to individuals or organizations through
devices to deliver financial services. DFS digital channels, such as mobile phones
includes services such as mobile banking, and the internet. DIS can include weather
mobile money transfers, online payments, updates, market prices, agricultural advice,
and other electronic financial transactions. and other relevant content that can
These services are aimed at increasing improve decision-making processes and
financial inclusion by providing affordable, livelihoods, particularly for those living in
convenient, and secure financial services to remote or underserved areas?
individuals who have limited access to
traditional banking services'

Digital Digital

Information f%"

Services (DIS)

Financial 9
Slervic;s (DFS) E“
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Source:
Digital Financial Services (DFS) | Alliance for Financial Inclusion (afi-global.org);
2How digital technologies can help Africa’s smallholder farmers | E-Agriculture (fao.org) 5


https://www.afi-global.org/working-groups/dfs/#:~:text=Digital%20financial%20services%20(DFS)%20comprises,%2C%20savings%2C%20remittances%20and%20insurance.
https://www.fao.org/e-agriculture/blog/how-digital-technologies-can-help-africa%E2%80%99s-smallholder-farmers
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Ethiopia’'s Western and Central regions have higher number of
households with arable land; dominantly present in the rural areas

Share of Households Owning Usable Land for Crop Agriculture Livelihood Zone Map

% of households owning agricultural land per region and residence type Showing livelihood description across the country
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Source: DHS Ethiopia 2019 and LOCAN Analysis; Fews.net-livelihood zones
Note: As there was a lack of data that was categorized according to the newly established regions of Sidama and Southwest, we had to use data from the older regions in Ethiopia to represent
the information on this report; Livelihood zone maps define geographic areas of a country where people generally share similar options for obtaining food and income and similar access to
markets. Factors considered include agro-climatology, elevation, land-cover, market accessibility, sources of food, and major economic activities.



https://fews.net/fews-data/335
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Maijority of SHFs in Ethiopia are located within suitable agroclimatic zones in
Ethiopia; pastoral communities are to the eastern and southeastern regions

Agroecological Zones in Ethiopia Proportion of SHFs in each agro climatic zone category (%)

The agroecological zones in Ethiopia

Agroecological Zones
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The agro-climatic zones of Ethiopia are based on climate (temperature and precipitation ranges within which the main crops of Ethiopia can flourish) and
the main zones (probability of meeting the temperature and water requirements of the leading crops). These zones give an estimate of the climatic yield

potential.
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Source: Global Yield Gap Analysis -



https://www.yieldgap.org/web/guest/climate-zones

SHFs function in regions characterized by superior market accessibility when
compared to the pastoral communities

Travel time to markets in Ethiopia Travel time to markets in ASAL Regions

Travel time in minutes Time in minutes
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Source: Malaria Atlas Project, 2019 and LOCAN Analysis




Demography

More female and youth are involved in smallholder farming whilst pastoral
practice is male dominated; the producers have low education levels

Distribution of SHFs profiles across Agrarian Regions
n=6357

Gender Female 53%

Non youth (35+)

18 -

Age
54%

50%

I Male
Il Female

18-34 35-64 65+
Male 26% 10%
Female 18% 5%
Total 22% 8%

I No formal [ Primary [ Secondary [_] Tertiary
education education education

@)SPARC  (7Mercy
Note: ESS data is representative at the 15t admin level, however Addis Ababa, three zones in Afar and six zones in Somali regions were not surveyed. Sample size was 3969 households, with

3408 cleaned households. Source: World Bank and CSA, Ethiopia Socioeconomic Survey (ESS) Wave 4 data, 2018/2019; '"World Bank, Gender and Youth Action Plan: Feed the Future Ethiopia
Value Chain Activity, 2018; ILRI- De-Risking, Inclusion, And Value Enhancement of Pastoral Economies in the Horn of Africa (DRIVE) Report, 2022; n = 182.

Education of household head by gender

% of level of education

74%

Il Male
I Female

Secondary Tertiary
education

Pre-primary Primary
education

No formal
education

% In Ethiopia, most of the household heads have a low level of education. Specifically, 61%
of household heads have no formal education, 7% have completed primary education,
and only 2% have completed secondary education.

% There is disparity in education levels of household heads by gender; about three
quarters of female household heads lack formal education

AGRIFIN
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Usage of land owned by SHFs (nh = 71,676)
% usage of land used by the SHFs

49% Il remale Il Male [l Total

0% 1% 1%
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% Annual Yield and Gross Margin for crop and livestock
e
&) Yield (MT/ha or kg/animal) Gross margin (USD/ha)
S
© Coffee
> Q
O Chickpea
&)

Maize

2 982 Milk*
o
7 189 Cattle
(O]
= 11 Sheep
—

10 Goats

@) SPARC  (p7¥ercy

Source: USAID, Feed the Future Value Chain Activity | FY 2018 Annual Report ; "IGAD, Ethiopia IGAD Drought Resilience and Sustainability Initiative (IDDRSI) Progress Report, 2022;

2World Bank and CSA, Ethiopia Socioeconomic Survey Wave 4 data, 2018/2019 .

Notes: MLA — Meat and Live Animal; Cross-cutting — practicing more than one value chain; Milk* - milk measured in litres/animal/year

The SHFs practice a mixed farming system as their source of income and livelihood;
pastoral communities contribute a considerable share of the country’s livestock count

Proportion of national livestock kept by pastoral households’

% of livestock

Camels 100%
Goats
Sheep

Cattle

Reasons for keeping livestock?

% of reasons for keeping livestock
22%

Sale of live Savings Food for Crop Sale of Transport Social Other
animals and the family agriculture livestock status
insurance (manure, products
Draught
power)

AGRIFIN  Dalberg Research
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Generally, Northern and Central regions of Ethiopia have close proximity to
financial institutions; Eastern regions have the longest travel times

Travel time to financial institutions in Ethiopia Travel time to financial institutions across ASAL

Travel time in minutes [~ Time in minutes
( "\ Shows locations
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farmers spend more
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Source: Malaria Atlas Project (MAP): Note: Regions represented on the map are those that
dominantly practice small holder farming




The uptake of formal financing among producers is low; Education is seen as a
key promoter to formal financing

SHF formal account ownership by gender (n=6357) Bank account ownership by gender of the household head
% account ownership by gender % of respondents who own a bank account
Has formal
account 7% ] Female hhh
Male Don't know Il Male hhh
None
Female
No bank account
Total No formal A/c Formal Account 96
SHF formal account ownership by education
re s, = = = = - = - - - - - — - - - " " "~ ~—_ —_— - ~-===== 1

% The 2018/19 Ethiopian Socioeconomic Survey (ESS) found out that the main
reasons for not having a bank account among individuals without formal
accounts were the perception of low income, distance to financial institutions,
and lack of understanding of the benefits.

No education Primary Secondary Tertiary % Lack of trust and documentation were not significant obstacles

@ SPARC  (Z/MERCY| ,cririn  Dalberg Research

Source: World Bank and CSA, Ethiopia Socioeconomic Survey Wave 4 data, 2018/2019; ILRI- De-Risking, Inclusion, And Value Enhancement of Pastoral Economies in the Horn of -
14

Africa (DRIVE) Report. Notes: n = 182



Most SHFs prefer public banks to other financial institutions whereas pastoral
households generally prefer informal financial services

SHFs financial institution by gender Formal account ownership among the pastoral households
% institution by gender Il Vale [l Female _ % pastoral households with a formal bank account
. Sample size 41.6%
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Source: 1) World Bank and CSA, Ethiopia Socioeconomic Survey Wave 4 data, 2018/2019; 2) Ethiopia Socioeconomic Survey Wave 4 data, 2018/2019 and LOCAN Analysis: Addis Ababa
and Somali regions had no entry points on SHFs financial situations, hence the exclusion




Saved

No savings

Saved in the

26%
last year

Channels used for saving by SHFs in the last 12 months

n =1606: 25% of SHF Population

Microfinance bank
7%

n = 895: 14% of SHF population
Association
5%

Friends/family
6%

SACCOs
10%

Home (cash)
44%

Bank

Formal saving channel

Informal saving chann@

Source World Bank and CSA, Ethiopia Socioeconomic Survey Wave 4 data, 2018/2019; ILRI- De-Risking, Inclusion, And Value Enhancement of Pastoral Economies in the Horn of Africa (DRIVE)
Report; n =182
Notes; Equb* - Temporary association of people in Ethiopian culture with the aim of mobilizing resources, especially finance, and distributing them on a rotating basis

The proportion of producers with cash savings is low; informal saving is
still preferred especially among female producers

28%

Female headed
households with
cash savings

Pastoral
households with
cash savings

Male headed
households with
cash savings

Channels that pastoralists use to save by gender

Il At home
[ Bank

Il Cooperative/ SACCO
[ Hello cash
] Trading/shop

[ Informal saving
scheme/group

Female headed Male headed

The main channel for saving cash is informal savings schemes or groups, according to
most respondents. Female-headed households tend to save more through these informal
schemes or groups than male-headed households. However, male-headed households
generally have more savings options than female-headed households

The households that reported having cash savings had an average savings amount of
3404 Birr, with a median savings amount of 1,000 Birr.

SPARC  W¥SEEY |

MERCY | ,GRIFIN Dalberg Research
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Producers resort to borrowing funds to finance their operations, citing the
high cost of borrowing and other factors as reasons for their reluctance

-

Reasons for not borrowing (%)
Has no collateral

52%
Noneed [N
SHFs who Female SHFs  Male SHFs who Gk c‘:l%lcl,/ateral Cost is too high 16% |
accessed who accessed accessed credit -

Other/Don’t know 12%

;

credit
Sources of credit by SHFs

credit Credit access by collateral

o°

Fls will not lend me 9
% sources of credit

Don't believe in loans | 7%
g’ MFls 39% Don’t want to bother %)
(;D friends/relatives
= SACCOs 299 Comparison between MFI loan and trader loan by farmers
= MFI AGRI-LOAN | INFORMAL TRADER LOAN
Family 21% Attractive features Attractive features
o Low Interest rates (18-24% p.a.) and - Cash is accessible in adequate amounts
a high profit margin for the farmer - No collateral requirement
o o Freedom to run your own farm as . No monthly payments, flexible conditions
VSLAs 17% you wish . Loan is rescheduled in case of default
Unattractive features Unattractive features
. Inadequate loan . High costs (50% profit sharing) and low profit
Informal lender 6% size margin for the farmer
L High collateral requirement . Lack of freedom to run your farm as you wish
n . Trust issues between the farmer and the
Bank 0% o Fixed repayment period, no flexible trader around the selling price received by the
conditions trader

@ SPARC  (/MERCY| ,criin  Dalberg Research

Source: World Bank Group, What people want: Investigating Inclusive Insurance Demand in Ethiopia, 2018; 'ICCO, Smallholder farmer report-Report by ICCO Cooperation, STARS Program, 2019; 2ICCO,
Rural Financial Services and Financial Product Innovation in Ethiopia, 2018.
Note: The study was done on Barley and Potato value chains in West Shewa and West Arsi Zones of Oromia region; informal lender- traders/community lenders

17




More than half of the pastoral households borrow money; MFls or
saving associations are their main sources of credit alongside traders

Access to credit by pastoralist households Sources of credit by pastoralist head of households

% pastoralists who borrow by gender Female Headed HH Male Headed HH
I Do not borrow [l Borrow

o
Female
headed
51% Trader
79 Relative/
= Male ° friend
=2 headed
c% o Money
c% ender
# times HH Amount Amount Duration Interest Coo :
. . . . o perative
Credit borrowed borrowed (Birr) | received (Birr) | (months) (% p.a) 0% /SACCO
Average 2.9 17,920 17,077 10 7.5
0% Informal
Median 2.0 11,000 10,350 12 10 scheme

« The main sources of credit were microfinance institutions or savings associations for male-headed households, while traders were the main source of
credit for female-headed households.

*  On average, households borrow money 2.9 times per year, with a median amount borrowed of 11,000 Birr per year. The average amount borrowed

(17,077 Birr) is similar to the average amount requested by pastoralists (17,920 Birr). The average loan term is 10 months, and the average interest rate
is 7.5%.

@ SPARC  (p/MErRcy ‘ AGRIFIN  Dalberg Research

Source: ILRI- De-Risking, Inclusion, And Value Enhancement of Pastoral Economies in the Horn of Africa (DRIVE) Report; n = 182




The uptake of insurance (agricultural or non-agricultural) is very low; this
can be attributed to low awareness levels especially among SHFs

. . The main barrier to households getting Awareness Of Iivestock insurance b HH
1
Access to insurance services insurance is a lack of information, y
o . particularly in rural areas where 62% of % household awareness I Not ware [l Aware
% of SHFs with Insurance respondents have never heard of any

insurance products. Issues related to Female hhh
e insurance itself are less common,
: ', which is positive for insurers because Male hhh
| : lack of knowledge is easier to address
| | than negative atfitudes. Sources of livestock insurance information by gender
I 0
H 10% } m % sources- Female % sources- Male
T I . o,
Health : Livestock  Crop insurance: Other No insurance 35% Involved in IBLI 48% |
87 insurance : insurance | insurance
g (CBH) o _______________/| 20% NGO staff 23%
2 Reasons for not having insurance?
o Government officer 15% Insurance uptake is still
o,
Q % reasons low across the ASAL
Never heard of insurance | 49% 25% Friends/relatives 6% regions, few in Somali
and Benishangul-Gumuz;
. o . insurance illiteracy is a
Not sure how it works | 41% Information related Network groups @ common barrier
reasons
Don’t know where to find it 25% 5 , T
20% Community baraza 3%
It's inconvenient 6%
< The IBLI project is the main source of information on livestock insurance for pastoral
Too expensive 6% households. Female-headed households rely on social learning from friends, relatives, and
Insurance related neighbors and community barazas.
Don't need insurance | 1% reasons
% Other sources include community barazas and NGO interactions. Male-headed households
Don't trust insurers | 0% also use NGO and government staff and involvement in IBLI introduction for information.
[J
MERCY
SPARC  (/MERCY| ,criin  Dalberg Research
q
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Source;; Laterite, Ethiopian smallholder farmers’ willingness to pay for crop micro-insurance, 2019; 2World Bank Group, What people want: Investigating Inclusive Insurance
Demand in Ethiopia; ILRI- De-Risking, Inclusion, And Value Enhancement of Pastoral Economies in the Horn of Africa (DRIVE) Report; n = 182
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Producers have a distinct DIS and DFS knowledge and information
dissemination patterns in Ethiopia

» Access to education and knowledge is crucial in agriculture as it enables farmers to acquire and effectively use information for
decision making, leading to the adoption of technology and modern inputs. This knowledge can be disseminated to rural farmers

through various intermediaries, including traditional and modern forms of ICT.

Knowledge Knowledge and Information Knowledge and
Creation Storage and Dissemination Information Use

Universities Publications Radio, TV

Scientific
Knowledge

T o .
Research o S o Audio-Video = 5 f:’ Mobile, \ .
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Indigenous
Knowledge

Computer /
Publication

Farmer \ /
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Source; Mulutega and Akalu, Review on Potential of Mobile Phone Usage in Agricultural Information Dissemination in Ethiopia, 2017




Compared to other emerging markets, mobile phone ownership in
Ethiopia is relatively low, especially in rural areas

» Ethiopia has a lower mobile phone ownership, particularly in rural areas, compared to other emerging markets. GSMA data shows
that Ethiopia's mobile penetration rate is 42%, while Kenya, Sudan, Uganda, and Tanzania have higher rates. In rural areas, 40% of
households report not having a mobile phone, indicating that mobile distribution is not a quick or complete solution for expanding
inclusive insurance in Ethiopia.

Household phone ownership? Comparison of mobile penetration?
% of households by phone ownership % sim penetration (number of connections compared to the total popn.)
78%

9%

Urban 25%

66%

40%

38% B % of HH with No Phone

B % of HHs with 1 Phone
[ 1% of HHs with 2+ Phones

Rural

Overall

50%

Kenya Tanzania Sudan Uganda Ethiopia

@ SPARC  (p/MErRcy ‘ AGRIFIN  Dalberg Research

Source: "World Bank Group, What people want: Investigating inclusive insurance demand in Ethiopia, 2018; 2GSMA Intelligence, Country data dashboards.

https://www.gsmaintelligence.com/ Data retrieved 17 October 2017




Producers have access to both digital and conventional communication
assets, with about two-thirds of them owning a mobile phone

Communication asset ownership across the regions Household phone ownership and phone features
Il own phone [] Do not own phone

% SHFs owning communication asset % household phone ownership and features

69% [ ]oromia |l SNNP [l Overall Female hh
63% 63%

58% Male hh

54%

While Telegram may be the most popular social media platform in Ethiopia, it
is important to note that there is limited documentation on its usage
specifically for accessing agricultural information, financial services, or
markets by agricultural producers. The available statistics from the Google
Play Store focus on overall popularity and downloads but do not provide
specific insights into the usage patterns within the agricultural sector. Further
research or data collection would be necessary to determine the extent of
Telegram's utilization for these purposes in Ethiopia's agricultural industry.

Mobile money WhatsApp Facebook
(e.g.,HelloCash)
13% % On average, phone owners in Ethiopia spend 109 Birr per week (with a median of 50 Birr), mainly

on airtime (67%). A smaller portion of the expenses goes towards both airtime and internet
bundles (14%) or internet only (8%). The majority (65%) of phone owners do not face connectivity
issues, according to the data.
< Female-headed households have lower access to phones with WhatsApp and Facebook
compared to male-headed households. Only 27% of female-headed households have phones with
Mobile ph F . | radi F . [TV WhatsApp compared to 50% of male-headed households. Likewise, only 23% of female-headed
obile phone unctional radio unctiona households have access to Facebook, while 41% of male-headed households have access.

@ SPARC  (Z/MERCY| ,cririn  Dalberg Research

Source; Diro, S., Tesfaye, A. & Erko, B., Determinants of adoption of climate-smart agricultural technologies and practices in the coffee-based farming system of Ethiopia, 2022;
ILRI- De-Risking, Inclusion, And Value Enhancement of Pastoral Economies in the Horn of Africa (DRIVE) Report; n = 182
Note; The DRIVE project was based on CATI which means all respondents had a phone hence the proportions cannot be used to measure penetration

8%
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Agricultural extension network plays a pivot role in disseminating
production information within agricultural communities

Type of information farmers seek

% of information sought

Crop production o
technologies 89%
Al services

Post-harvest
and market*

Fattening

Participation in extension services

% SHFs who participated in extension events

Extension meeting 80% |
Tech and pra'ct'lce 73% |
training
Exchange visit 26% |

Technolpgles and II
practices demo
Farmers' field day 22%

Seminar and 5
workshops ZI

Formal access to agricultural information is primarily through the national
extension system —the largest in Africa with over 50k extension agents (~3
per kebele, or ~21 per 10k farmers)

Pastoral household access to information

% household by type of information

26%
20%
5%
4%
Livestock Production and Short term rain Medium and long
marketing including  management forecast (daily,  term rain forecast
price information of livestock weekly, monthly) (2-3 months)

One-fifth of the households have access to information about livestock
production and management. However, access to weather- related information is
low; only 5% of the households have access to short- term weather forecast, and
the proportion receiving medium-term and long-term forecasts is only 4%

@ SPARC  (p/MErRcy ‘ AGRIFIN  Dalberg Research

Source; Ethiopian Institute of Agricultural Research (EIAR), Sources and Access to Agricultural Information of Smallholder Farmers in Central Rift Valley of Ethiopia, 2015. Notes: *

- post-harvest management and market related information
Note: Al —Artificial Insemination

24




Producers also access agricultural information from other varied sources
for instance extension workers, friends/family members or mass media

Information type and their sources Utilization of information and level of access
% of type of information and their sources % of how SHFs by information sought % level of access
[ Extension workers [} Radio and TV [ Print media
. o ittty ittty
[ Friends Bl Research institutions | DAP application
[_]Family members [l NGOs ]
90 i o
| o ! Urea application
80 - - - S ——
| Crop protection
. 70 - (pesticide use)
5]
o
Ie) 60 - Use of improved
— crop varieties
@© 50 4
e Compost
w 40 - preparation
30 - Farm implements 4_°|/c::
High Medium Low
20 A
10 - % Generally, SHFs use the acquired information on fertilizer application
0 |_| . m . to a large extent. ~98% of the SHFs understand the importance of
- agricultural information in increasing crop production and productivity.
Useand Availability Crop Crop Improved Farm . g h % h di hi EI [7 pf P tural y
application improved rotation  protection breed  implements © lene e 0 ree st Be Ml level off evess 1o saieLine
of  varieties/seeds practices and information based on the number of sources of information they have
fertilizer management or the frequency of their participation in different extension events.

@) SPARC  (p7¥ercy

Source; Ethiopian Institute of Agricultural Research (EIAR), Sources and Access to Agricultural Information of Smallholder Farmers in Central Rift Valley of Ethiopia, 2015.
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Challenges

Factors ranging from limited access to agricultural inputs to inadequate and
untimely market information impede producers from achieving optimal productivity

=20
i

Limited access to credit: The producers have
limited access to credit, which limits their ability
to invest in inputs such as improved seeds,
fertilizers, and equipment. This can result in low
yields and reduced productivity.

Limited access to information: Many producers
have limited access to information on best
agricultural practices, market prices, and
weather forecasts. This can limit their ability to
make informed decisions and improve their
productivity.

Low tech skills: The producers still struggle with
low tech adoption (still use rudimentary farm
equipment) and poor post-harvest handling,
leading to low quality output

Limited access to markets: Producers often
face challenges in accessing markets,
especially for crops that are perishable. This
can result in low prices for their crops and
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Climate change: Climate change is affecting
producers in Ethiopia, with changes in rainfall
patterns and increasing temperatures having a
negative impact on crop yields

Soil fertility and land degradation: Adoption of
sustainable land management practices is low,
and land degradation is increasing.

Political instability: Political instability and
conflicts in some parts of Ethiopia can disrupt
agricultural activities and limit the productivity
of the producers.

Land tenure issues: Many producers lack formal
land titles or have insecure land tenure, which
can limit their ability to invest in their land and
improve their productivity
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Source; CIAT, Digital Agriculture Profile: Ethiopia, 2022; Zeleke et al., Vulnerability of Smallholder Farmers to Climate Change-Induced Shocks in East Hararghe Zone, Ethiopia,
2021. Ethiopian Institute of Agricultural Research (EIAR), Sources and Access to Agricultural Information of Smallholder Farmers in Central Rift Valley of Ethiopia, 2015




The limited network coverage in most parts of the ASAL regions like
Somali & SNNP limits pastoralists from accessing digital information

Network coverage Digital penetration in Pastoralist households

Coverage by type network Proportion of internet use and mobile ownership among livestock keeping households
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Source: GSMA, Ethiopia Socioeconomic Survey Wave 4 data, 2018/2019, DHS 2015 and Locan Analysis




Parts of eastern Ethiopia lack electricity access with most regions falling below
the national average this contributes to low adoption rates of DFS/DIS
Access to Electricity (Night-time Lights) Access to Electricity

Proportion of population with access to electricity Proportion of households with access to electricity

Night—time lights intensities are used as an
indicator of the level of economic activity
as well as access to electricity.

Yellow areas represent locations that
record night-time lights, indicating the
presence of some economic activity as

National Average:
39%

Night-time Lights 4
o
1
Access to Electricity (%)

well as great access to electricity. Bl 11-20
Blue regions however do not record any Il 20-33
night-time lights, indicative of the absence B 33 - 49
of these factors [ 49 -84

[184-98

Challenges

Solar and wind energy (20GWh and 848GWh respectively) contributes to 6% of the national power production in Ethiopia®. Given that solar and wind have a
higher potential to increase off-grid power coverage, especially in south-eastern Ethiopia’s arid and remote Somali region, there is potential in advancing
digital information sharing in regions where solar interventions are being championed.
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Source: Demographic and Health Survey, 2019 and National Atmospheric and Space Administration, 2021; "UNSD — Energy Statistics, 2020; Solar cooperatives give refugees and -
29

locals in Ethiopia clean energy and livelihoods | UNHCR



https://unstats.un.org/unsd/energystats/pubs/yearbook/
https://www.unhcr.org/news/stories/solar-cooperatives-give-refugees-and-locals-ethiopia-clean-energy-and-livelihoods
https://www.unhcr.org/news/stories/solar-cooperatives-give-refugees-and-locals-ethiopia-clean-energy-and-livelihoods

Moreover, the main barriers to uptake of formal financial products are
insufficient funds, accessibility, familiarity and trust

Stated barriers to uptake of financial services Key highlights

% of unbanked adults < The key barriers for financial inclusion include the
perception of having insufficient funds (distinct from
unwillingness to pay), distance from financial institution
branches and agents (due to low penetration in rural
areas), and lack of required documentation.

Insufficient funds

Distance from branches

Lack of documentation

% Rural populations are also significantly less likely to be

g)) Cost of services |2 familiar with financial services than urban populations. For
5 S ) ) instance, only 4% of rural people are familiar with mobile
E Familiarity with financial services banking, compared to 53% of urban people
&

% of 18+ year olds 61% .

% In addition, many people lack trust in financial services
and perceive them as unreliable — 62% of rural people

53%

I Rural reported being worried about unexpected expenses linked
[ Large town to their accounts.
26%
% Other challenges include low literacy and digital literacy,
9% o, » whil§t the cost of services is a much less significant
— e barrier.
Agent banking ATM Mobile banking
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Source: FINDEX report 2017, CSA, Integrated surveys on agriculture Ethiopia Socio-economic Survey, 2015-2016.




Challenges

Current needs and access

Key barriers

Input Purchase

» Improved seeds usage is relatively low
(~31% of fields with maize, ~8% of wheat
~3% of teff, as of 2015/16) while fertilizer
application is well below other countries
(~20kg per hectare vs. ~80 per hectare in
Kenya)

+ Other farmers and cooperatives are the
primary sources of seed purchase:

 Sources of purchased seed in Ethiopia (% of
sales, n=2,087)

Farmer | 44%
Cooperative | 25%
Graintrader [ ] 18%

Bureau of Agr [T] 10%

Others []2%

 Limited distribution networks — all planning
& supply via government and co-op networks

* High tariffs on improved inputs

» SHFs' ability to afford inputs at the times
they are needed given seasonal incomes,
compounded by limited access to finance

90% of farmers rely primarily on informal
social learning (from other farmers,
friends and relatives) as opposed to
public extension services

Formal access to agricultural information
is primarily through the national
extension system —the largest in Africa
with over 50k extension agents (~3 per
kebele, or ~21 per 10k farmers)
Participatory extension system
introduced by MoA in 2010 -
underpinned by farmer groups (e.g.,
model farmers showing techniques to
groups of five other farmers)

Other sources include supplementary
services e.g., 8028 hotline

Low ICT capacity and usage

Insufficient consideration for SHFs' needs in
extension design — complex stakeholder
environment

Low motivation and high churn of
development agents (given low pay, high
workload) limiting ability to improve training

@)SPARC  (THERCY | acrirn
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Even though the farmers access inputs, information and markets through a
range of sources, physical barriers and personnel gaps remain pertinent

Information Access Market Access

Only 21% of SHF production is marketed
surplus (vs. ~23% in Kenya, ~38% in Vietnam)
Market transactions are primarily through
traders, given long travel times to markets and
cooperatives (~1 hour avg.)

Amongst farmers overall, <2% of sales
transactions are under contract (2012)

Main buyers of crop (% of sales. n=5,451)

Trader | 75%

Consumer (e.g.,
local market)

Farmer

16%
] 7%
Cooperative | 1%

Others [ 1%

Physical infrastructure — long distances to
travel to roads, marketplaces or agricultural
coops

Limited pricing power, due to power imbalance
vs. brokers and aggregators as well as limited
information

Source; CSA, Socio-Economic Survey, 2015-2016; Gerba Leta, The Ethiopian Agricultural Extension System, 2018, FAO, Smallholder Farmers’ Data Potrait; MoA Agricultural
Extension Strategy
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Although challenges exist, there are opportunities for stakeholders to
grow digital services within the dynamic ecosystem in Ethiopia

Constraints Opportunities and Success Factors

Enabling Environment

* Limited digital capacity in key agricultural networks v Digital services could help overcome physical barriers to reach
(C{OOPGFGUVGS. e>§ten3|on) o Ethiopia’s dispersed population
« High fragmentation and low coordination v Longer-term engagement of government stakeholders is required
% Physical and network infrastructure has improved but for success
remains a barrier to digital service s uptake v Focus and coordination is required

Producer Needs

% Low access to digitally-enabled services, and low availability
of pastoral-tailored financial products

% Barriers to using digital services in Ethiopia include low
literacy and awareness levels, lack of trust, and the need for
services to cater to various languages and contexts.
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Solutions

DFS relatively limited beyond G2C transactions

Non-financial services have grown well — primarily
information services, with no market access and supply chain
services at scale

Last-mile delivery channels are critical to unlock

X/ X/
L X X4

X/
L X4
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Source: Mercy Corps, Digitally enabled services for agriculture in Ethiopia, Ecosystem Study Report, 2019




A few success stories can be told on the implementation of Ethiopia’s
digital strategy 2025 as an enabling environment for DFS and DIS

Participating Elevator pitch Progress

Companies 4

Hello Tractor 9 I Has HT app that allows farmers to rent tractors and use them as and ! 50 tractors fitted with HT ! _
: when needed and connects tractor owners with farmers that need : App :
I I I

the tractors, helping to make tractors more profitable.

Simprints provides biometrics for the world's poorest, allowing over 1
billion people without reliable IDs to access digital identities, financial
*_services, and public resources.
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2o M-pesa Afrlca/ M=+PESA ; DigiFarm Earrp 'prowdes ong-stop s'hop flna'nC|aI services to . Spgmalty coffee p!lot and . -
O 8 Safari 1 unbanked individuals, offering quality farm inputs and access to | agricultural extension pilot
= araricom ' I credit providers, resellers, and insurers. | discussed |
>~ | S
O 1 -1 -1
a 8 CGIAR 1 CGIAR science, known for its role in the Green Revolution, now I Beta National Agricultural 1 -
= o I focuses on sustainable and climate-resistant agriculture to benefit 1 Data Hub 1
- 5 CGIAR I' the impoverished. I I
-
O D I e LR e e e e ———————————————— B S
_'J_; — Precision PxD : CGIAR science supported the Green Revolution and today it can help : Increase in digital advisory : _
0 iz Development Eclson | find solutions to achieve a sustainable and climate-resistance ,  Services to 40,000 dairy |
T O | agriculture to benefit the poorest. I farmers I
O el Lo e o e e o o o o o o o o s o o S B S o B B S o B o o S T o o S o B o S o B o B o B o B B S o B o B B o B B S T B o B S S B o B S o B o B S S B o o B B o B o o B o o s o s
g CDU Digital Green Digital : PxD provides accessible advice to small scale farmers via low-cost : 120 self-help group leaders :
o) S CGrreon 1 mobile information systems, aiming to improve their lives through | (women farmers) use |
S - I actionable knowledge. 1 digital financial book 1
o) O | S S Sy S
sq:) 5 Amazon Web 1 DG helps risk-averse small farmers embrace innovations through 1 Cloud Policy executive
o S . EWST I relatable videos of neighboring farmers successfully adoptingnew 1 training programme 1 -
oy ervices — I technologies. ! requested for 2023 !
“ o
Q T [ ittty AT = i i T =it b Tt e
= Africa 118 ; - ? I Africa 118 implements Google training programs in Ethiopia, 1 New programme 1
= ‘“‘ff'cﬁ,@ﬂﬁ@ : supporting digital education for financial inclusion and digital : :
for Google ; marketing for SMEs in Africa. I .
"""""""""""""""" N S e
| | |
| | |

Simprints 9

Source: Accelerating Innovations: Digital Ethiopia 2025 - PDF (cam.ac.uk)



https://www.jbs.cam.ac.uk/wp-content/uploads/2023/01/cigb-report-accelerating-innovations-digital-ethiopia-2025.pdf
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The literature research and data analysis surfaces the following gaps for

the SHFs

Digital Financial Access

While there have been some studies on the use of digital financial services by smallholder farmers
in Ethiopia, there is a need for more research that examines the barriers to digital financial
inclusion, particularly for women and marginalized groups.

There is also a need to understand the impact of digital financial services on smallholder farmers'
access to credit, savings, and insurance.

National pastoralists population with mobile money accounts, bank accounts, those who save/
borrow and how much, channels used to save and borrow by gender, age, income, education

National pastoralists population with access to phones/ smart phones, with mobile money/ bank,
levels accounts, digital literacy by age, gender, education and income

Literature has not fully covered cultural, gender, and language barriers in factors hindering the
usage and access of DIS/DFS among agropastoralists and pastoralists in Ethiopia.

More research is needed to better understand the impact of these gaps on the adoption and usage
of DIS/DFS services in these communities.
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The literature research and data analysis surfaces the following gaps for
the pastoralists and agropastoralists

Digital Information Access

There is a need for research that explores the different channels through which
smallholder farmers in Ethiopia access information, including digital and non-digital
platforms.

There is also a need to understand the impact of information access on farmers'
decision-making processes and their adoption of new agricultural technologies and
practices.

National pastoralists population that access information by type and channels used,
preferred information and effective channels, challenges experienced in accessing
the information; by age, gender, education and income

While there has been some research on the potential of digital financial and
information services to increase smallholder farmers' incomes in Ethiopia, there is a
need for more comprehensive studies that examine the different models and
approaches that have been used to promote these services and their effectiveness.
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