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1. Background

Povertyis the main challengeand fundamental issue of economic
developmentin Ethiopia. According to a study by the MEDAC

(1996), about50 percentof thepopulationin Ethiopiaarereported
to live below poverty line (people consumingless than 2200Kilo

Calorie/day). The major causesof the high prevalenceof poverty
in Ethiopia include lack of asset, employment opportunities,
income, skill, education, health, etc. This is aggravated by soil

degradation, deforestation, drought, civil war, and inappropriate
govemmentpolicies.

The Transitional and Federal Govemments of Ethiopia
implementedpolicy measuressuch as the New Extension Program
to increase food production and alleviate poverty. Interventions
throughthe delivery of microfinanceserviceswerealso considered
as one of the policy instruments of the govermmentand NGOs to
enable poor households increase their output and productivity,
induce the adoption of new technologies, improve input mix,
increase income, reduce poverty and attain food security. The
establishment of sustainable and profitable microfinance
institutionsthat reacha large numberof poor householdswho are
not servedby formal financial institutions such as the commercial
banks have been a prime component of the new development
strategyof Ethiopia.

The developmentof microfinanceinstitutionsin Ethiopia is quite
a recent phenomenon. The proclamation, which providesfor the
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establishment of microfinance institutions, was issued in July
1996. Since then, sixteen microfinance institutions have legally

been registered and started delivering microfinance services.
Theseinclude:
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DateofLegal
Registration

1. AmharaCreditandSavingsInstitutionS.C. (ACSI) 09/04/97
2. DeddebitCreditandSavingsinstitutionS.C. ( DECSI) 28/04/97
3. OromiaCreditandSavingslInstitutionS.C. (OCSSO) 04/08/97

4. OmoMicrofinancelnstitutionS.C.(OMFI) 01/10/97
5. SpecializedFinancialandPromoationallnstitution
S.C(sFPI) 25/11/97

6. GashaMicrofinancelnstitutionS.C. 15/05/98

7. WisdomMicrofinancelnstitutionS.C. 17/06/98

8. SidamaMicrofinancelnstitutionS.C. 27/07/98

9. AsserMicroFinancingS.C. 08/10/98
10.AfricaVillageFinancial ServiceS.C. 01/12/98
11.BuusaaGonofaaMicroFinancingS.C. 17/05/99
12. Poverty Eradication and Community Empowerment 18/11/99
13. MekketMircofinancelnstitutionS.C 16/12/99
14. AddisCreditandSavinglInstitutionS.C 27/01//00
15. Meklit Microfinancel nstitutionsS.C 16/02/00

16. EshetMicrofinancel nstitutionsS.C 15/03/00
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In spite of their differencesthe above microfinance institutions
have shared similar vision uniting them. These microfinance
institutions, registeredand licensed, aimed at poverty alleviation
by targeting specific groups, particularly the poor and groupased
lending. They have also proved that the poor in Ethiopia are
bankable. In a very short period of time, the microfinance
institutions have reached sizable portion of the rural and urban
poor and accumulated enormous experiences. The current status
(as of September1999) is such that Dedebit Credit and Savings
Institution S.C reached 220,000 clients, Amhara Credit and
Savings Institution reached 150,000 clients, while Omo
Microfinance Institution, and Oromia Credit and Savings
Institution have reached about 35,000 and 30,000 clients
respectively. The Sidama Microfinance Institution has about
13,500 clients. The Specialized Financial and Promotional
Institution S.C and Asseer MicrofinanceS.C have reached 3,000
clientseachwithin a year.

In spite of the above successin temmns of outreach and size of
clients, microfinance institutions are facing problems of loan
losses, weak management information system, limited fund for
lending problems related to entrepreneurial quality of clients,
limited technical and banking skills of staff, absenceof a separate
unit in the NBE to address the problems and development of
microfinance activities in Ethiopia, wrong perception or
impressionof the community thatloans disbursedby governments
and NGOs are not collectable or could be deferred and very
limitedresearchtowardsimprovingthefinancial sector.
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Moreover, on top of the above problems, there were no forums
where discussions of the problems of MFIs could be held and
useful experiencesshared. A microfinanceinstitution can hardly
know what others are doing. The lack of a solid network has at
leastdeprivedthe microfinanceinstitutionsthe chanceof leaming
from each other. The objectives of this paperare to: (a) indicate
the conditions under which the network Association of Ethiopian
Microfinance Institutions (AEMFI) was evolved; (b) identify the
role of the network under the new environment; (c) discuss the
constraints of the networking process; and (d) outlinethe planned
activitiesof thenetwork.

1. ConceptualFramework

A distinction should be made between organizations and
institutions. Institutions are the rules of the gamein the society
(norms, convictions, rights, and contracts). Organizations are the
teamswithin that set of rules, and groupsof individuals bound by
somecommonpurposeto achievecertain objectives(North 1990).
Organizations include political bodies (e.g. political parties,
regulatory bodies, city councils); economic bodies (e.g. firms,
family, farm cooperatives); social bodies (e.g. churches, clubs,
associations); and educational bodies (e.g. schools, universities).
Organizational changes are fundamentally influenced by the
evolution of the institutional framework. For example, the
establishmentof a microfinance network in Ethiopia resultedin
the process of institutional reform in the financial sector which
again resulted in the designing of new set of rules to regulate
microfinance activities. The institution building process of the
network of microfinance activities in Ethiopia has made long
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overdue. However, the creation of such a network should not be
supplyded ratherthandemanddriven.

The Small Enterprise Educational Promotion Network (SEEP)
dividesnetworksinto twogroups:

i) The first group comprise what are called the ‘lateral learning
networks'. These are associations of microfinanceinstitutions
or NGOs focusedon improving the capacity of their members.
Although members operate independently and are diversein
their targetclientele methodologies, what brings themtogether
is their interest in improving practice, sharing information,
and coordination that will enhance the policy and funding
environmentfor thesector.

Common services provided by lateral learing networks include
information exchange, technical training, development of best
practicematerials, donor marketingand policy coordination.

ii)  The secondgroup include ‘operational alliance’ Theseare
formal affiliations of NGOs that share a common mission
and are focused on a common clientele. An operating
alliance constitutes a more tightlyknit group whose
membershave brought their operational strategiesin line to
achievea commonpurpose. In many cases, they implement
the same(similar) methodologyand use the samesystems.
They are often led by an apex institution that provides
technical guidance and resources as well as enforces
adherence to the principles and goals set by the alliance.
They also tend to have direct involvement in resource
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mobilization of members, channeling operating and/or loan
funds to them or functioning as financial intermediaries
(managing deposits, investment, etc., on behalf of the
group). However, like lateral learing networks, operating
alliances often support members with providing technical
training, systems of development and mechanisms of
advocatingpolicy.

The lateral learning networks are similar to the ‘Information
ExchangeNetworks’ (IENs). Thesenetworks(IENs) are defined
as a collaborative process in information exchange around a
central theme carried out by actively interested parties with
common interest or problems (Nelson & Farrington, 1994). A
prerequisite for the information exchangeprocessis that thereis
selfinterest and a strong element of voluntary collaboration
among participants or membersof a network in the exchangeof
information. Unlike information dissemination, networking
facilitatesand stimulatesinteractionsamongmembersthrough:

a. a word of mouth. This is the tool of information exchange
most commonly used by networks. Speaking directly to
another person is the quickest and most efficient way of
sharinginformation;

b. working groups. These groups focus on specific area within
the network’s mandate to provide a forum for discussion
around certain topics. Workshops are the most common
means deployed by these groups for carrying forward work
proposals.
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c. workshopsandseminars. Theseareshort(fromhalf a daytoa
week) interactivemeetingsof network memberswho gatherto
addressparticularissues,themesor problemsfacing the sector
andrefinethework of thenetwork. Theyalso bridgegapsthat
oftenappearbetweendisciplines.

d. postal services. When personal contact is rare and
telecommunication is expensive, postal services provide
another option for communication among members within
andbetweennetworks.

e. electronic telecommunications. These include telephones,
facsimile transmissions (faxes) and e-mail. Today, because
infrastructures and information technologies are developing,
the costof electronictelecommunicationsis on thedecline.

f. exchangevisits. These visits provide a valuable opportunity
for network membersto directly share experiencesand gain
wider perspectiveon commonproblems.

g. hetwork newsletters, bulletins and journals. These are also
popular means of sharing experiences and ideas in the
networks.

h. publications. Theseinclude special papers, discussion papers,
working papers, technical booklets, workshop syntheses,
books, etc., which make the results of the network activities
availableto a wideraudiencethanthe networkmembers.
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i. training. it provides a useful vehicle for sharing the
experiencesthat havebeenaccumulatedby network members,
especially in the implementation of particular methods or
techniques(NelsonandFarrington, 1994).

Our network of Associationof Ethiopian Microfinancelnstitutions
(AEMFI), is classified under the first category of SEEP i.e., a
lateral leaming network. The goal of the network AEMFI is to
improve access to information and facilitate experience sharing
among microfinance practitioners, policy makers, donors and the
public, and build local capacity and expertisein the subsector.
The network providesthe forumfor policy dialoguewith the aim
of positively influencing policies, which govem microfinance
activitiesin Ethiopia. The following model adoptedfrom Starkey
(1992) explainsthe network structureof AEMFI.



AEMFI Occasional Paper No. 1

11




Wolday Amha (Dr.). Networking MicroFinance Activities in Ethiopial2

The figure indicates that the secretariat of the AEMFI does not
centralize power and ideas; rather it provides the means for all
stakeholders to contribute in the exchange of information and
experiencesin a flexible manner. Moreover, since practitioners
can rarely find enoughtime to write and sharetheir experiences,
the network Association of Ethiopian Microfinance Institutions
(AEMFI) does play an important role in filling the gap and
creatingthedirectionfor collaborativeefforts. The Associationhas
the potential to preventduplication of effort. It hasthe opportunity
to use the synergy of a group to find solutions to common
problems.

Basedon the abovestructure, the network (AEMFI) is definedas
aninstitutional structurethroughwhich microfinancepractitioners
collectively interact to safeguardand promotetheir objectives. At
this stage, the main emphasis is to create the forum to discuss
their common constraints and exchangetheir experiences.In the
future, they may use the network to coordinate their activities
build the capacity of the microfinance industry, and create
strategicalliances.

Unlikeothercivil societies,the AEMFI doesnot havetheobjective
of replacing the activities of the state. Today, civil societies are
supported by intemational NGOs due to the revival of the neo-
classical theoryin policy decisionsin developing countriesmainly
through the Structural Adjustment Programs. Here, there is an
inverse relationship between the role of the state and the
developmentof civil societiesi.e., therole of the statein economic
activitiesis declining. Thus, civil societieswill thenhavetherole
of filling thevoid left by theretractingstate.
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Therearealso argumentsthat civil societieshave betterquality of
being accountable, transparent, representativeand efficient. They
are used to support the process of decentralization,
democratization, local govemance, participation and
empowerment. Some of the civil societies are also used to put
pressure on govemment and implement their own specific
objectives. However, the aim of this network (AEMFI) is not to
challengeand opposegovemmentpoliciesor fight for democracy.
The network, otherthanits goal specifiedin the Memorandumof
the Association (Annex 1), will not also be usedas an instrument
of meeting the objectivesof other entities. However, the network
creates open dialogue and debates that any democratic society
allowsandencourages.

There are two interrelated approachesin institutional analysis.
Thesearewhatarecalled(a) thetransactioncostapproachand (b)
the collective action approach (Nabli and Nugent, 1995).
Collective action is the condition under which groups of people
with commoninterestwill perceivethatinterestandactto achieve
it (Clague 1997). In this paper, the main emphasis is on
describing the experienceand processof building a network of an
Association for microfinance institutions, i.e.,, AEMFI, in
Ethiopia.

111.BuildingtheNetwork
As Ethiopia is in the processof moving away from the model in

which the govemmenthas beentrying to do everything, it is clear
that non-profitmaking Associations such as AEMFI will
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contribute much to the development process. Building the
Association of Ethiopian Microfinancelnstitutions (AEMFI) was
a difficult process. The institution building process reflects the
local complexities in Ethiopia. For example, initially the legal
framework was not clear for members of the ad-hoc group who
wereinvolvedin drafting the Memorandumof Association of the
AEMFI. The govemment departments directly responsible for
microfinancedevelopmentin Ethiopia such as the National Bank
of Ethiopia (NBE) werenot clear abouttheir role and mandatein
the entire licensing process of a network. When the Ministry of
Justice wrote a letter to the NBE for its comment on the
establishmentof the network, (AEMFI), the letter was redirected
to the supervision departmentof the NBE for a promptresponse.
Actually, the Ministry of Justice had clearly stated the deadline
(10 days) to the NBE to respond to its letter. The Supervision
department of NBE forwarded the letter to the govemor of the
Bank. The govemorthensenttheletterto thelegal departmentof
the NBE and finally forwardedit once again to the supervision
department. This indicatesthatthe NBE itself wasnot clearof the
legal frameworkandits mandatein theprocess.

Before drafting the Memorandum of Association of the AEMFI
and the plan of operation, it was quite useful to visualize and set
criteria for an ideal network, its objectives, govemance,
membership, sustainability, independence, etc. Therefore, the
following principles of an ideal framework for the establishment
of a networkwerespecified:-

0 The objectives of the network should be clear to all
members.
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O

The network should create accommodating environment
for practitionersand interactions with policy makersand
donors.

There must be a common objective (shared vision) of
practitionersto join thenetwork;

There should be a common understanding of who can
becomea memberof the AEMFI.

The duties of the AEMFI members should be defined
clearly.

The network should be established voluntarily on the
principles of equality and respect for sovereignty of
members.

The network should respectdifferencesof opinion held by
members.

The AEMFI should be based on transparent and
democraticdecisionmaking process

Network members should give priority and supportto a
legally registered networking institution instead of an
informalforum.

The network should maintain trust, facilitate frank and
honest exchange of information and experience among
members,

The AEMFI should develop a system of membership
which guarantee members that they get better and
tangiblebenefitsthannon-members.

The rulesof thenetwork should be enforcedefficiently.
The AEMFI should be accountable to member
institutions.
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O

The network needs sufficient autonomy in the
management of its resources and determination of
priorities.

The AEMFI should not be attachedto any political party;
ratherit should operateindependently.

The corestaff of the AEMFI should be dedicated and
highly qualified with the capacity to mobilize and
coordinate the networking activities, deal with extermal
relations, and meet 'modem needs' i.e., should be
informedandin possessionof particularskills.

The AEMFI should be memberdriven rather than staff-
driven.

The AEMFI should encourage the participation of
women.

The AEMFI should beselfsustainingin termsof income
which mightrequirethe provision of servicesto members
atcost.

The network should be transparent in financial
management.

Equal representation of members in the network
regardless of their client size. Each member of the
AEMFI shouldhaveonevote.

The leadingrole of establishingthe AEMFI shouldbethe
taskof practitionersof microfinancein Ethiopia.

The networkshould notinvolveitself in competitionwith
otherinstitutionsfor the sametypeof program.

It mustbe also clear thatthe AEMFI should not be used
to exercise monopoly and as an instrument of putting
political pressureon thegovermment.
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0 Ultimately, the viability of the network should dependon
the efficiency of providing concreteoutputsor servicesto
members on a sustainable basis. Otherwise, the
withdrawal will bewithoutcost.

IV. ExperienceGainedfromEstablishingtheAssociation
(AEMFI)

Based on the principles specified in section 11, ad-hoc groups of
microfinance practitioners and NGOs have beenworking to link
the microfinance institutions and create this forum since 1995.
There werefive institutions who took the initiative to establish a
national network of microfinance activities in Ethiopia. These
included:

1) World bank/ReddBama, Ethiopia;
2) UNDP/Women'sWorld Banking;
3) DECSI, ACSI, OCSSCO andOMFI;
4) WorldVision Ethiopiaand

5) PactEthiopiaand CRDA

The initial effortin theformation of the Network of Microfinance
Institutions in Ethiopia startedin 1995 when DECSI and ACSI

started networking their activities who were later on joined by
OCSSCO and OMFI. A Workshop was held at UNECA, Addis
Ababa, on June 28, 1996 in which microfinance practitioners
participatedwith the objectiveof creating a national network that
would enableinstitutionsto learn fromtheir experiencesand adopt
new and sustainable techniques of improving their strategies of
reachingthe poor. Follow-up workshopswerecalled on November
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27,1997 and March 27, 1998 to examine the modalities for the
establishmentof the network in Ethiopia (see details in Solomon
Belete, 1999). In July 1997, a workshopwasjointly organizedby
Women's World Banking (WWB), ACSI and African Village
Academywho at the sametimevolunteeredto actasfacilitatorsin
buildingthenetworkin Ethiopia (WWB, 1997).

SinceJuly 1996, the World Bank missionhasbeenalsosupporting
‘Action ResearchProgram’ in six African countries, one of which
was Ethiopia. The objective of this programwas to present case
studies of successful credit practicesin thesecountries and share
information and assist these countries in building their own
country-basednetworks.

World Vision-Ethiopia, with its grant USAID - Micro-enterprise
Best Practice, hired a consultant to support the establishment of
thenetwork. Moreover, therehas beenan attemptto establishthe
forum of micro-credit practitioners by PactEthiopia and CRDA.
Actually, all the above initiatives indicated the need for the
establishmentof a solid networkin Ethiopia.

It is after lots of efforts that this network was registered and
licensedas an Association of Ethiopian Microfinancelnstitutions
(AEMFI) by the Ministry of Justice on June 28, 1999. The
institution-building processof the AEMFI involvedthe following
stages:

a) initial dialogue and agreements on the approach of
establishingthenetwork;
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b)

c)

V.

establishmentof an ad-hoc board of directorswhich involved
DECSI, ACSI, OMFI, andOCSSCO;

producethe proposal for funding and identify key donors to
supportthenetwork;

draft the Memorandum of Association of the AEMFI (see
Annex 1) andsubmitit to theMinistry of Justice;
establishmentof the office of the network by employing one
core staff, acquiring an office premise and purchase of the
necessaryequipmentand furniture;

conveneall MFI leadersand NGOs involvedin microfinance
activities for a discussion on the entire networkbuilding
process;

follow-up of the proposalssubmittedto donorsto solicit fund;
Familiarization and discussions with all the leadersof MFls.
The meeting of microfinanceleaderswas held on October8,
1999 at Ghion Hotel where WISDOM Microfinance
Institution and SFPI were elected to join the ad-hoc board
(DECSI, ACSI, OMFI andOCSSCO); and

reachinga decisionon thedateof the General Assembly.

ObjectivesoftheNetwork

According to the Memorandum of the Association, the AEMFI

shall provide members with services that have public-good

characteristics. Theseobjectivesareintendedto:

O

promote greater collaboration and networking among
microfinanceinstitutionsin Ethiopia;
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O

facilitate information sharing and introduce innovations
and best practices among microfinance practitioners in
Ethiopiaandleamthesefromtherestof theworld;

help developor improvefinancial sectorpoliciesand
regulations;

organize series of talks and discussions in which
prominent guests, policy makers, microfinance
practitioners, NGOs and the public will present their
thoughts, identify and discussmicrofinanceissues,
organize thematic workshopsand training relevantto the
developmentof microfinancein EthiopiaandAfrica;
establish a databaseto provide up-to-dateinformationon
thenational statusof microfinanceactivitiesin Ethiopia;
solicit funds to undertake research and surveys on the
success, development of new products, constraints and
prospectsof microfinanceactivitiesin Ethiopia;

promotetimely transmissionof informationregardingthe
demandand supply of microfinanceservices in Ethiopia;

build performancestandardsto be used by microfinance
practitionersand donors;

establish solid communication among microfinance
practitioners, National Bank, Ministry of Finance, NGOs,
and other govemment institutions involved in

microfinanceactivities;and

establishregional officesof the networkin Ethiopia.

The AEMFI has introduced broad+ranging membership criteria

to

involve registered and nonvegistered microfinance

institutions, NGOs, banks and individuals who are directly or
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indirectlyinvolvedin microfinanceactivities. The membershipof
the Association is categorized into (a) regular members, (b)
associatemembers, and, (c) honorary members(seeAnnex 1 for
details).

The network has beenin the processof promoting its objectives
and registering members before calling the general assembly. In

the general assembly members of the board of directors will be
elected,andthefive-yearoperationplanwill alsobediscussedand
approved. And at the sametime the activity plan, administrative,
financial and other important issues of the AEMFI will be
thrashed out. We believe that the Association will play a unique
role in networking the activities of microfinance institutions in

Ethiopia. In thelong run, a higher level of networking may also
bring otherforms of alliances, cooperationand mergeramongthe
microfinanceinstitutions.

VI.Progressmadetodate

Actually the networkis very young. Within a short period of time,
it hasaccomplishedactivitiesthatarefar fromnegligible. It has:

1) establisheda fully functioning office of the network with
dedicatedand qualified corestaff. The ad-hoc board has
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employedan executivedirector (permanentsecretariat) of
AEMFI toruntheactivitiesof thenetworkefficiently;

produced all the required documents (including the
Memorandum of Association) to be registered by the
Ministry of Justice and receivedthe licenseon June 28,
1999fromthesameMinistry;

3) solicited funds for the operation of the network from donors

suchas CommunityAid Abroad, (CAA), PACT-Ethiopia,
SOS FAIM, Women's World Banking, UNDP-Ethiopia,
Irish Development Cooperation and ADB/AMINA
Program;

obtainedhelp from the Norwegian PeoplesAid (NPA) to
finance the "Intemational Conference on Microfinance
Development in Ethiopia: Challenges and Prospects
(convened in Bahir Dar, December 2-5, 1999). The
conference was esteemed as informative and useful
becauseof the fact that it addressedthe main issues of
Microfinancedevelopmentin Ethiopia;

managedto have now two direct telephone lines of its
own, which connectit to intemetandfax facilities;

recruited full-time administrative and finance officer of
thenetwork;
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7)

10)

11)

produced its logo, brochure and translated the
Memorandum of Association from its original Amharic
versioninto English;

produced proposalsand submittedthemto USAID, EU,
ACTION AID, WORLD BANK, SOS FAIM, UNDP and
ESRDF for funding.

participatedin the Dakar conferencewhich was held to
establish microfinance network in Africa from October
21-28,1999;

conducted open discussion with all microfinanceleaders
on establishing a solid networkin Ethiopia. The network
director had a series of discussions on the role of the
network and the area of future co-operation with the
representativesof PACT, USAID, ESRDF, World Bank,
World Vision-Ethiopia, Action Aid, the Ministry of
Finance,andtheNational Bank of Ethiopia;

held its first meeting with all the leaders of microfinance
institutionsin Ethiopia.

12)attempts were also madeto promotethe network using mass

media. To this effect, the executivedirector of the AEMFI
wrote an article "Towards Microfinance Service
Development" on the Ethiopian Herald (daily newspaper)
VolumeLV, P.8, September4, 1999;



Wolday Amha (Dr.). Networking MicroFinance Activities in Ethiopia24

13)

14)

15)

16)

VII.

finalized its maiden issue of the AEMFI bulletin, named
MicrofinanceDevelopment Review,Vol. 1 No. 1, 2000;

started the process of editing and publishing the
proceedings of the Intemational Conference on
Microfinance Developmentin Ethiopia with a financial
supportobtainedfromADF/AMINA.

The AEMFI, in collaborationwith ADB/AMINA program,
coordinatedan experienceexchangeprogramwith Kenya
for elevenregisteredEthiopianMFls;

convened a workshop on " Strengthing Networking
Microfinanceactivities in Ethiopia" in collaboration with
World Vision Ethiopia and Small Enterprise Education
andPromotion(SEEP) and AEMFI.

Challenges

The network has just come into bud. Thus, it has only been

involved in promoting and consolidating its activities. The

network has to facequitea numberof challenges. The majorones

arestatedhereunder.

(a) There were many initiatives to establish a network by

different institutions. Taking the initiative for the
establishmentof a solid national network and bringing about
the unity of the AEMFI was a real challenge. Although the
institutions were, at last, successful in creating one national
microfinance network for all those registered, serious efforts
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(c)

(d)

wererequiredto involveall practitionersand institutionswith
direct or indirect impact on microfinance development in
Ethiopia.

Finance is one of the major constraints of the network,
particularly in the takeoff stage of AEMFI. Many of the
donorsarenot very oftenwilling to supporta network until it
delivers concreteoutputsor servicesto members. However, it
must be noted that a network will find it difficult to deliver

theseserviceswithoutdonorsupport.

Although the support of membersis encouraging, they must
lobby to solicit fund in order to implement the planned
activities of the network. In mostcases, the supportof donors
is tied up with a specific hardwareor the provision of services
to members. There was very limited fund to cover
administrativeor overheadcostof the network. Moreover, one
hasto becareful of donorfundingwhichis veryoftenproneto
changes of fashion. Today, networking of microfinance
activities could be popularand attractiveat onetimebut once
donorfatiguesetsin, it suffersfrom the withdrawal of funds
andsupport.

The absenceof a microfinanceunit in the National Bank of
Ethiopia to follow-up the developmentof the subsectoris a
seriousproblem.

The network membersare worried about the sustainability of
the network. The service delivery of the network should not
entirely dependon donor support. It has to design a strategy
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VIIl.

of delivering sustainable servicesto its members. Moreover,
the compact corestaff of the network and members should
work hardto provideconcreteoutputsto members.

FuturePlan

8.1Shortterm(oneyear)activities

Although the detailed outputs and activities are available in

section 8.2, wewould like to specify the veryimmediateactivities
which comprise:

calling a generalassembly;

assessingthetraining needsof MFls;

establishing good working relationships with related
organizationswithin and outsideEthiopia;

publishingthe proceedingsof theintermational

conference;

producingthefirstissueof theBulletin of the

network ‘Microfinance Development Review’ Volume 1,
No. 1, 2000;

conductingthefirst training to microfinancepractitioners;
conducting a round+able discussion among policy makers,
practitioners, donors and other stakeholders on
microfinancedevelopmentin Ethiopia;
establishingtheresourcecenterof the network;
conductingsurveyof microfinanceactivities

( database) in Ethiopia;

conductingexperiencesharing visitsamongmembers;and
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j- promoting the objectives and activities of the network
throughthe massmedia.

8.20utputandactivitiesof thenetwork(Threeyears)

Outputl. Inventory of microfinance activities in Ethiopia and
updatingthedatabaseandresearch.

11 Carryoutbaseline surveyon microfinanceactivitiesin
Ethiopia;

1.1.1. Documentation of the whole process of
thebaselinesurvey;

1.1.2. Upgradingthebaselinedata;

1.1.3. Publish a summaryreportof the baseline
survey;

1.1.4. Createadirectoryof MFls in Ethiopia;

1.1.5. Undertakeresearchon selectedissuesin the
microfinancesubsector, i.e.,

1151 identify issues and problemsfor detailed
empirical studiesandsurveys;

1.1.5.2 conductdetailedcasestudies;

1.153 review the situation of microfinance
institutions;and

1154 identify gaps in order to provide basic
informationto policy makers.

1.2  Facilitatetheestablishmentof theresource
center;
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121

122

123

124

establishresourcecenterof the
network;

collectanddocumentall  legislation,
laws, policiesand strategies,which
havedirect impacton microfinance
activities;

collectanddocumentall relevant
literatureon microfinanceactivitiesin
Ethiopia; and

collectbooks, journals, reportsand
otherpublicationson microfinancein
Africaandtherestof theworld.

Output2. Promote policy dialogue on important microfinance

2.1

issues and exchange experiences among

practitioners by conducting  workshops,

conferences, roundtable discussions and other

forumssuchas:

carrying out workshops and studies on the
status, problems, prospectsand interventionsto
address the constraints of microfinance
institutionsin Ethiopiaand

2.2 conducting studies on microfinance developmentin

Ethiopia.
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Output3. Publish and distribute the proceedings of workshops

3.1

3.2

33

34

35
3.6

3.7

and conferencesand the bulletin of the network
andotherssuchas:

Identifying organizationsinvolvedin microfinance
activities;

building database of members and partner
organizations;
identifying relevant organizations, research
organizations, govemment organizations and
donors who could use the output of the
Association;

developing solid networking structureof members
andpartnerorganizations;

publishingthe proceedings;

documenting Ethiopian (homegrown) best
practicesand contributionto microfinanceand
publishingthebulletin of the Association.

Output4. Organizing training and experiencesharing visits for

4.1
4.2
4.3
4.4

memberswith theviewto:

assessingthetraining needsof members;
developingthe contentof thetraining;
developingthetraining modules;

identifying Ethiopian and African consultantsand
consultants from the rest of the world with wide-
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experienceand knowledge whom the Association
canuseas resourcepersons;

4.5 conductingtraining;

4.6 documentingthetraining process;

4.7  assistin buildinga trainingcenter;

4.8preparing experiencesharing visits within and outside
Ethiopiaand

49 documentingtheexperiencesharing visit.

Output5. Establishing solid contactswith institutionsinvolvedin
microfinance activities in Ethiopia and the rest
of theworld by:

5.1lidentifying the relevantorganizationsin Africa andthe
restof theworld whoareinvolvedin microfinance
activities and who can support the microfinance
activitiesin Ethiopia;
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5.2  establishing contact and exchangeinformation and
experiences with the regional and intemational
networkinginstitutionsandothers;

53 disseminatingthebetter practicematerials;

5.4 facilitatinginterMFI relationshipsin orderto reach
the level of interMFI borrowing and full
integration;

5.5creatinga systemof performanceindicators;

5.6 participating in  microfinance  networking
meetings;and

5.7 exchangingrelevantmaterials.

Output6. Soliciting funds for workshops, training, research,
experiencesharingvisitsand otherssuchas:

6.1collectingmembershipfeesfrommembers;

6.2 preparing proposals to finance the research
componentof the network;

6.3 preparingproposalsto financetheseriesof workshops;

6.4  preparingproposalsto financetraining;

6.5 preparing proposals to finance the experience
-sharingvisits;

6.6  preparingproposalsto financetheresourcecenter;

6.7 preparinga proposalto financethetrainingcenter;

6.8 preparing proposal to build the office of the
network;

6.9 designing a strategy for long+un financial
sustainability of the network; and
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6.10

supporting search for financing MFIs and
disseminating information on donor funding
programs.

Output?7. Ensuring efficient management of the office of the

7.1

7.2

7.3

7.4

7.5

7.6

7.7
7.8

networkin termsof:

preparing proposals and plan of operation (action
plan);
preparingdetailedannual work plans;
updatingtheplan of operations;
preparingthe monitoring and evaluationsystemof
theAssociation;
Translating the Memorandumof Association into
English;
producing the Logo, brochure, posters, etc. of the
network;
recruitingadditional staff for the Association;
developing manuals for administration, finance,

personnel, management, property management,

etc,;

7.90rganizingthegeneralassemblyof the AEMFI;

7.10
7.11
7.12
7.13

7.14

organizing board of directors meetings of the
AEMFI,

organizing staff meetingof theAEMFI;

making monthly summaryof accounts;
auditing the annual activities of the Association
using extemal auditors;

preparingfinancial planof theAEMFI ;
monitoringtheactivitiesof theAEMFI by:
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7.15.1 Preparingmonthly reports;
7.15.2 Preparingsix monthsreports;and
7.153 preparingannual reports;

7.16 preparing training and experiencesharing  visits
for thestaff of theAEMFI;
7.17  valuatingAEMFI activitiesthrough:

7.17.1lmplementinginternal
evaluation; and

7.17.2 extemal evaluation (progress review of
the Associationaftertwo yearsandfive
years)and
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Annex- |
MEMORANDUMOF ASSOCIATION

ASSOCIATION OF ETHIOPIAN MICROFINANCE
INSTITUTIONS
(AEMFI)
ARTICLE 1
Name
1.1 The ‘Association’ is named *“ Association of Ethiopian

Microfinancelnstitutions” and it is hereafter referred
to asthe ‘Association’.

ARTICLE 2

HeadOffice
2.1 The head office of the ‘Association’ is locatedin Addis
Ababa, Ethiopia. The ‘Association’ may however,

establish regional offices as deemed necessary and
appropriate.
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3.1

3.2

4.1

ARTICLE 3

SealandEmblem

The ‘Association’ shall possessits own organizational
seal.

The ‘Association’ shall havea legally registeredemblem
which shall be strictly used for the purpose of the
‘ Associatiorl .

ARTICLE 4

TheCharacteristicsof the‘Association’

The ‘‘Association” shall be a non-profit-making
institution primarily involved in establishing a forum
where the experiences and lessons of microfinance
institutionsshall be shared; informationis organizedand
exchanged; networking of activities of the microfinance
institutions occurs at national and intemational levels;
and providing training and promoting standards of
microfinance institution activities. In general, the
‘‘Association”  will promote the activities of
microfinance institutions by creating a forum for policy
dialogueandto designandimplementpolicies promoting
Microfinancelnstitutions.

ARTICLE 5
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51

Objectivesof the‘Association’

The main objective of this ‘Association’ shall be to
promote greater collaboration, and networking through
information exchange and experiencesharing among
those microfinance institutions registered and licensed
underthe National Bank of Ethiopia. This will contribute
to the increase in the performance of microfinance
institutions and poverty alleviation programs. The
‘Association’ supports members by creating a forum for
dialogue and exchange of experiences, facilitation of
experienceexchangevisits, and by providing training to
build the technical capacity of members to participate
satisfactorily in theactivitiesof the Association.
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6.1

6.2

6.3

6.4

6.5

ARTICLE 6

Purpose

Support and create a forum where Microfinance
Institutions will exchange information, experiences,
establish models of good practice, standardize credit and
savingactivitiesandorganizetraining.

Promoteand support networking activities by improving
systemsof communication and cooperation, experience-
sharing and training among Microfinancelnstitutionsin
Ethiopia, Africa andtherestof theWorld.

Initiateand supportpolicy dialogueand createforums,in
Ethiopia, wherein Microfinance and Govemment
Institutions, notably the National Bank of Ethiopia,
Ministry of Finance and institutions involved in credit
and saving activities, can build their capacities and
discuss methods and modalities for improving policy
frameworks affecting microfinance activities and policy
implementations.

Provide upto-dateinformation (database)on the statusof
Microfinancelnstitutionsin Ethiopia and clients of these
institutions.

Solicit funds and conduct studieson impacts, constraints
and prospeds for microfinance activities in Ethiopia.
The ‘Association’ shall createthe forums for discussion
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6.6

6.7

6.8

6.9

7.1

and presentation of assessment and study results to
facilitate learning about the sector in Ethiopia. The
presentations will be madeby the ‘Association’ itself or
through relevant consultants. Information emanating
from the studies and discussions will be for public
dissemination.

Providetraining, seminarsand workshopsfocusingon
improvingsavingsand credit practicesand activities.

As theneedarises, the “Association’ shall provide
supportand preparefeasibility studieswhich support
Microfinancelnstitutions.

The ‘Association’ shall accomplishactivitiesthatare
directlyrelatedto its objectives.

Identify and studyoptionsand mechanismsfor obtaining
diversefund sourcesof creditfor theMicrofinance
Institutionsanddistributethe outputto members.

ARTICLE 7
StructureandCriteriaof Membership
The ‘Association’ shall be established voluntarily with
the prime objectives of exchanging information and

sharing experiences among Savings and Credit
Institutions. The regular ‘Association” membersshall be
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those microfinance institutions licensed and registered
undertheFDRE ProclamationNo. 40/96.

7.2 The‘‘Association” shall haveAssociateand Honorary
Members.
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ARTICLE 8

Membership

8.1RegularMembership

(a) Any Savingsand Credit Institution, whichis licensedand
registered underthe FDRE ProclamationNo. 40/96and
has been effectively providing services for a minimum
period of six months, shall be deemeda regular member
of the*Associatiori.

(b) All membersshall pay membership fee to support the
activities of the ‘Association’. The amount will be
decided by the General Assembly. Further membership
details will be stated in the laws and bydaws of the
‘ Associatior .

(c) Regularmembersshall havetherightto elector be
electedto serveon theBoardof Directorsand havethe
rightto commentor amendthe Memorandumof
Association.

(d) Regular members shall provide the ‘Association’ with
information on the activities of their institutions. The
information is sought to make available relevant and
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informative publications on the activities of the
Association

8.2AssodiateMembership

(a)

(b)

(©)

8.3

(2)

Institutions that are directly or indirectly involvedin
microfinance activities shall be deemed Associate
Membersof the' ‘“Association”.

Associatemembersshall contributetowardsfinancing
the activities of the ‘Association’. The level of
membership fee for Associate Members shall be
decided by the General Assembly. Furthermore,
details of membership feesshall also be statedin the
lawsandbydaws of the ‘Association’.

AssociateMembersshall haveno votingrights. They
do, however, havefull rightto participatethroughthe
giving of advice, commentary and suggestions on
issuesrelatedto the managementand activities of the
‘Association’.

HonoraryMembers

The ‘Association’ shall have the right to select
prominent individuals or other associations as
Honorary Members given that they can contribute
positively and supportthe fulfillmentof the objectives
of theAssociationto be.
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9.1

9.2

ARTICLE 9
Responsibilitiesof Members

Regular and associatemembersof the ‘Association’ who
fail to paythemembershipfeefor a periodof morethana
year and a half shall have their membership rights
terminated.

All members shall provide pertinent information and
preparereportsas pertherequestof the ‘Association’.
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ARTICLE 10
Organizationof the‘Association’
The ‘Association’ shall havethefollowing structure:
1) A General Assembly;
2) A Boardof Directors;and
3) Officeandrequisitemanagementandtechnical staff.
ARTICLE 11

DutiesandResponsibilitiesof theGeneralAssembly

(a) The General Assembly shall comprise regular members
onthebasis of equal representation.

(b) The General Assembly shall meet regularly every two
years.

(c) The General Assembly has the power to nominate or
terminatemembersof theboardof directors.

(d) The General Assembly shall appoint or dismiss the
auditorof theAssociation ‘fromhis/herduties.

(e) The General Assembly shall havethe right to amendthe
Memorandum of Association and bydaws of the
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®

Association, dissolve the Association and transfer
propertiesof the “Association’.

The General Assembly shall approve the general
guidelines, directivesand policies of the Association; the
annual programof work and budgetof the Association
andactivitiesandaudit reports.

An extraordinary meeting of the General Assembly shall
be convenedif one third (1/3) of the members express
wish or if the Board of Directors gives notice of such a
meetingatleastonemonthin advance.

The Board of Directorsshall distributethe agendaof the
meetingof the general assembly, including a statementof
date, venueandrequiredattendance, 15 daysin advance.

Fifty percentof the membersshall constitutea quorum.
However, if a quorum is not obtained within the time
fixed for the meeting, another meeting shall take place
aftera period of twoweeks.

The Director of the Board of Directors shall chair the
meeting of the General Assembly. In the absenceof the
Director of the Board, the General Assemblyshall electa
chairpersonfor themeeting.

Decisions of the General Assembly shall be on the basis
of a single majority of those presentin the meeting.
Wherethereis equal numberof votesin themeetingon a
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(e)

specific issue, the voteof the Chairpersonshall makethe
final decision.

The General Assembly may delegateits powerand duties
totheBoardof Directorsas appropriate.

ARTICLE 12

TheBoardofDirectors

The Board of Directors shall carryout the duties and
responsibilitiesassignedto it by the General Assembly.

The Boardshall electits Directorand DeputyDirector.

The membership composition of the Board of Directors
shall rangefromfiveto sevenmembers.

Thetermof serviceof the Boardshall betwo years.

For continuity of the activities of the ‘Association’, two
of the members of the Board of Directors shall be
nominatedfor re-election.

The Board shall conductits regular meetings every four
months. However, should the Board Director and two of
the Board membersrequestan extraordinary meetingfor
urgent matters, the Board has the discretion to convene
sucha meetingwithin a periodof oneweek.
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(2

(h)

(2)

(b)

(©)

The General Manager of the ‘Association’ shall be a
non-voting memberof theBoard of Directors.

The Board shall draft the policies of the ‘Association’
which shall constitute an integral part of the
managementsystemof the ‘Association’

The Board shall make decisions if the majority of its
members (above 51%) are present in a meeting.
However, under extraordinary situations and with
justifiable reasonswhich shall be clearly recordedin the
minutes, the Board shall make decisions even if the
memberspresentdo not constitutea majority.

ARTICLE 13
PowersandDutiesof theBoardof Directors

Preparethe Plan, Budget and Report (every 2 years) of
the Association which will be discussedand approvedby
theGeneral Assembly.

Decide on matters related to the employment of the
Manager and other requisite personnel of the
‘Association’.

Monitor and evaluate the activities and performance of
duties of the Director of the Board and Manager of the
Association The Board shall prepare administrative
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(d)

®

(2)

regulations and design appropriate policies in order to
implementplannedactivitiesof the Association
Ensurethat the Board implementsproposalsand policies
proposedby membersof the Association and the Board,
and prepare the longterm and shortterm plans. The
Board, based on the quarterly financial report, approves
themanagementof theAssociation

Proposenew membersand suggestmeasuresfor dismissal
of members, where good cause for dismissal can be
verified, to the General Assemblyfor approval.

Establish committees or task-groups from among the
members of the Association to assist the Board in
carryingoutits duties.

Take actions, propose solutions and arbitration on legal
issues which affect the implementation and achievement
of theobjectivesof the ‘Association’.

Dismiss a memberof the Board, wherethereis a good
cause for such dismissal, and replace him/her by an
individual from his/her institution wheneverappropriate.
Taking such an action requires the approval of the
General Assemblyin its nextmeeting.

ARTICLE 14

DutiesandResponsibilitiesof theDirectorof theBoard
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(b)

(c)

In consultation with membersof the Board of Directors,
the Director shall produce an activity program for the
Board. The Director shall chair the meeting of the
Board.

The Director shall represent the Board in meetings
outside and within the ‘Association’. The Director may
delegateany memberof theboardin his/herabsence.

The Directormaydelegate,as appropriate, his/her powers
anddutiesto anyoneof theBoard Members.

In caseswherethe Director of the Board maynotbein a
position to managethe activities of the Board, the Board
shall replacehim/herwith anothermemberof theBoard.
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(a)

(b)

ARTICLE 15

Officeof theAssociation

The established office shall managethe activities of the
Association

The Manager shall accomplish the office of the
‘Association’.

ARTICLE 16

DutiesandResponsibilitiesof theManagerof the‘Association’

(a)

(b)

(©

(d)

Manages, supervises and monitors the dayto-day
activitiesof theAssociation

Opens the books of accounts of the Association and
countersignscheques,vouchersandbill transactions.

In consultationwith the Board, the managershall employ
new staff, promote and terminate contracts of staff and
coordinatetheactivitiesof theAssociation

Preparesannual plans of the Association, submitsannual
plans and budgetsto the General Assembly, implements
plans after approval and reportsto the General Assembly
on the implementation of the plan. The Manager shall

informtheGeneral Assemblyaboutpolicy issues.
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(e)

(2

Representsthe Association in variousforumsand actsas
a spokesperson on matters conceming the Association
Moreover, the Manager may delegate any one of the
employeesof theAssociationto undertakesuch functions.

Carries out all other duties assigned to him/her by the
General Assemblyor theBoardof Directors.

Delegates part of his/her responsibilities to other
employees of the ‘Association’. The manager shall,
however, be responsiblefor any wrongdoing or failure of
a delegatedemployeeto comply with delegatedduties of
theAssociation

Preparesagendafor the Board. The Manager shall be a
non-voting member and secretary of the Board of
Directors.
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ARTICLE 17
Audit
The books of accounts of the Association shall be auditedoncea
year. The results of the audit shall be submittedto the General
Assembly. The audit responsibilities shall be based on the
EthiopianCommercial Law No. 374376 0f 1952
ARTICLE 18

Booksof Accounts

(a) The Association shall maintain appropriate books of
accounts.

(b) The booksof accountsof the Association shall be audited
oncea yearandtheresultsof theaudit shall be submitted
totheGeneral Assembly.

(©) The Association shall audit its books of accounts by a
certified auditing institution each year. This audit report
shall be distributedto relevantofficesand to the General
Assemblyof theAssociation

ARTICLE 19

FiscalYear
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The fiscal year of the Association shall commenceon January 1
andendon 31* of December.

ARTICLE 20
Sourceof Funds
The sourceof fundsfor theAssociationshall be:
(a) Member’s contributions; and
(b) Donations  from  individuals, = non-govemment
organizationsandgovemmentgrants.
ARTICLE 21

Durationof theAssociation

The Associationis establishedfor an indefiniteduration.
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ARTICLE 22
Amendmeniof theMemorandunof ‘Association’

This Memorandum of Association may be amended, altered or
revokedif one third of the regular membersraise the issue and
whenthe amendmentsare approvedby two-thirds of the members
of theGeneral Assembly.

ARTICLE 23

Dissolution

(a) The Association shall be dissolved wherein two-thirds of
the regular membersadvancethe issue of dissolving the
Association andif it is approvedby threefourths of the
membersof the General Assembly.

(b) In the case of dissolution of the Association the
properties of the ‘Association’ shall be transferred to
institutionswith similar objectives.
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ARTICLE 24
For issues not adequately covered under this Memorandum of
‘Association’, the Ethiopian Civil Code No. 404482 shall be
applied.

ARTICLE 25

By-{awsandotherBasicOperationalDocuments

The ‘Association’” may adopt or adapt bydaws and other
regulationsin harmonywith this Memorandumof ‘Association’in
ordertofacilitatetheactivitiesof the ‘Association’.

ARTICLE 26

DateOf Effect
This Memorandum of Association shall come into effect upon

signing by the founding members of the Association and the
approval of the concemedgovemmentauthority.

March 291999, Addis Ababa.
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