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MESSAGE FROM
THE MINISTER OF
FINANCE AND BUDGET

Dear financial inclusion actors and partners in Madagascar,

Asinotherdeveloping nations, Madagascaris seeking the bestwaystoreduce poverty. Experiences
from other countries and adapted to conditions and value systems in Madagascar have enabled
us to further develop our financial system. Various strategies were implemented to allow better
and improved access to financial services by our population in order to meet financial needs.
In so doing, economic income and growth, and financial security will be ensured. We have just
completed the implementation of the National Financial Inclusion Strategy. Progress has been
made, but there is still a lot of work to be done. The choice of the Making Access to financial
services Possible (MAP) process enabled us to carry outa factual analysis of the demand through
the FINSCOPE survey and a diagnosis of offers, distribution channels and legal environment of
financial services. All your respective contributions have led to the financial inclusion roadmap
which is fundamental to this strategy.

On behalf of the Malagasy Government, and on my own behalf, I would like to express my
sincere gratitude to all those who contributed to the development of this National Financial
Inclusion Strategy of Madagascar, NFIS 2018-2022.

The MAP process has been implemented with the technical and financial support of the United
Nations Capital Development Fund (UNCDF), the United Nations Development Program (UNDP),
the Alliance for Financial Inclusion (AFI), FinMark Trust, the Center for Financial Regulation
and Inclusion (CENFRI) and the Institut National de la Statistique (INSTAT). Your contributions
have been most significant, and we are thankful to you.

The US Treasury Department, through the Office of Technical Assistance/Banking and Financial
Services Team (OTA), supported the efforts of the Malagasy Government throughout the
development of this document. Thank you for sharing your experiences and your expertise
with us.

All sectorial ministries contributed by providing data and information on the elements of the
financial inclusion roadmap. Your strong involvement demonstrates your willingness to work
together for the promotion and development of financial inclusion in Madagascar. Please
receive our heartfelt thanks.

Finally, to all the actors, in particular the BankyFoiben'iMadagasikara, the General Secretariat
of the Commission de Supervision Bancaire et Financiere, the financial institutions, the groups
and various professional associations, the technical and financial partners, thisdocument would

have never been possible without your contributions. I hope and wish that we do keep walking
alongside each other during the implementation of the action plan of this National Financial
Inclusion Strategy document in the next five years. Kindly accept our utter gratitude.




In Madagascar, the financial
sector has a particularly
important role to play in
unlocking growth opportunities
by helping people to cope with
risks and to become capable

of living on their own.
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Executive Summary

In Madagascar, financial inclusion is defined as « the easy
access to and use of adapted financial products and
services by all segments of the Malagasy population,
including savings, insurance, payment and credit,
offered by sustainable institutions ».

As in other countries, the financial sector in Madagascar
has a particularly important role to play in unlocking
growth opportunities by helping its citizens cope with
risks and to become capable of living on their own. These
household level imperatives are me tat a national level
since financial services can be a powerful policy tool for
resilience, growth and development of the country.

This strategy document will ensure effective coordination
and an improved synergy of the numerous interventions
of the public and private sectors, the civil society
stakeholders,as well as technical and financial partners.

The National Financial Inclusion Strategy document for
Madagascar (NFIS 2018-2022) is drafted in the context of
the framework of the implementation of development
policies and strategies at global, regional and national
levels.

A participatory and inclusive approach was adopted
throughouttheprocessofdevelopingthe National Financial
Inclusion Strategy. In addition to the deliberations of the
members of the Steering Committee of Making Access to
financial services Possible (MAP), the Ministry of Finance
and Budget (MFB) conducted broad consultations with
stakeholders (sectorial Ministries, financial institutions
through their professional associations, the private sector
and the technical and financial partners) on thedraft
roadmap for financial inclusion (NFIS action plan).

The Malagasy banking and financial system comprises
various entities which can be classified intothree
levels, namely: (i) at a macro level, the regulatory and
supervisory bodies: the Ministry of Finance and Budget
(MFB), the Central Bank (Banky Foiben’i Madagasikara
-BFM), the Banking
Supervision (Commission de Supervision Bancaire et
Financiere (CSBF); (ii) at a meso level, the Professional
Association of Banks (APB), the Microfinance Institutions
Professional Association (APIMF), the Malagasy Insurance
Companies’Committee (CEAM) and the Malagasy Saving's
Groups Promotion Network (RPGEM), the technical and
financial partners through their respective programmes
and projects; and (iii) at a micro level, 11 commercial

Council for and Financial

10.

11.

banks,
institutions, 5 insurance companies, 2 deposit collecting

4 financial institutions, 25 microfinance
institutions, three pension funds and a dozen banking

intermediaries.

Notwithstanding the diversity of the existing financial
institutions in the country, the financial inclusion
level remains relatively low and unequally distributed
across the country. A low level of literacy and a limited
ability to use formal financial services, combined with
severe infrastructural constraints and a weak payment
ecosystem, make it difficult for formal financial service
providers to reach most consumers.

Indeed, most Malagasy manage their financial life outside
the financial system. According to the 2016 FinScope
consumer survey results, 29% of adults are financially
included and have and/or use formal financial services.
Furthermore, 17% benefit from another formal financial
service supplier (such as mobile money) and 30% of
adults, not formally included, are involvedin informal
financial services.

In spite of the context of the prevailingpost crisis, the
initiatives conducted within the previous national strategy
NSIF 2013-2017 have resulted insignificant progress being
made in various areas. A relevant improvement in the
access and use of financial services is worth mentioning.
This result was achieved due to the combined effort of
two factors, namely:(i) the densification of the financial
institution service points, and (ii) the unprecedented
development of the electronic money sector.

On the legal and regulatory fronts, the most
remarkable breakthroughs were the adoption and the
promulgation of the Law 2016-056 on electronic money
(EM) and Electronic Money Institutions (EMI). Similarly,
the new Microfinance Law which was adopted in
December 2017 is a noteworthy development. Along
these lines, it should also be pointed outthat provisions on
consumer protection have already been included in the
laws on electronic money and on microfinance.

Important challenges still lie ahead in order to enhance
financial inclusion in Madagascar. As a means to achieving
such an objective, further efforts are still required on
financial education in promoting the use of financial
services through various channels, and the continuous
improvement of financial inclusion, legal and regulatory
provisions in Madagascar.
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2 ‘ Introduction

The design of the National Financial Inclusion Strategy for
Madagascar (NFIS 2018-2022) attests to a common willingness
of the actors in the financial sector, including the Government,
the private sector, and the civil society, to further strengthen
financial inclusion in the country, with the necessary technical
and financial support of the various partners and investors.

2.1 Financial inclusion: Why is it important for a
country like Madagascar?

Madagascar defines financial inclusion as « the easy access to
and use of adapted financial products and services by all
segments of the Malagasy population, including savings,
insurance, payment and credit, offered by sustainable
institutions ».

Financial inclusion is the pursuit of improving the well-being
of households. It stimulates a positive impact on business
activities thus positively contributing to national production
aggregates and economic growth. An effective financial system
can have an impact at a macroeconomic level, by mobilizing
savings for investments (including capital allocation for trade
development), by reducing transaction costs and by increasing
effectiveness, contributing thus to employment* creation and
growth. At a microeconomic level, financial inclusion can
have a direct impact on the well-being of domestic households
by reducing transaction costs, by allowing individuals to
effectively manage risks in a more efficient way, by allocating
capital for productive purposes and by supporting the
accumulation of wealth over time. Financial services can
also facilitate access to essential services, such as health and
education.

Financial inclusion in Madagascar can play a critically
important role in the fight against poverty. According to the
MAP diagnosis results, 17% of adults who earn less than a
dollar (1USD) per day are excluded from formal or informal
financial services. Put differently, these individuals have
missed one meal, were unable to send their children to school,
orthey were unable to pay for health care during a financial
year.This statistic reduces to8% if such adults are financially
included, all other factors remaining unchanged. Thus,
financial inclusion or exclusion has a significant influence on
risks of financial distress for people with low incomes.

The financial sector, therefore, can play a particularly
important role in Madagascar since it can help people cope
with risks, empower them to live on their own, and unlock
growth opportunities. Given that these imperatives at a
household level are met, a national level, financial services
can be a powerful policy tool for resilience, growth and
development of the country.

2.2 Why a national strategy?

The NFIS document will align and prioritize different actions
of financial inclusion in Madagascar through a common
and shared vision?. Therefore, it will be a broad framework
against which all interventions that contribute to promoting
and developing financial inclusion in the country will be
referenced. This strategy document will allow for an effective
coordination and improved synergy of the interventions of the
stakeholders from the public and private sectors, civil society
as well as the technical and financial partners.

This strategy document will allow for an
effective coordination and improved synergy of
the interventions of the stakeholders from the
public and private sectors, civil society as well
as the technical and financial partners.

! Calderdn & Liu (2003), King & Levine (1993), et Levine (1997).

2 Enhancing access to financial services by increasing the number of adults having access to formal financial services from 29% in 2016 to 45% by 2022.



3 ‘ The context of the NFIS

3.1 Global context

The drafting of Madagascar’s National Financial Inclusion
Strategy (NFIS 2018-2022) is part of the implementation of
development policies and strategies at global, regional and
national levels.

Implementation framework of the NFIS

International
OBIECTIFS .
DE DEVELOPPEMENT “
DURABLE PARISZ015
COP21-CMP11
SDG 2030 Climate Change Other international agreements
Agreement Madagascar is committed to
Regional
- g;‘"i‘
;Q.]ﬂ.‘.“y
A
l'o’]«y
. W 7/
AFRICAN UNION
. . SADC Financial Other regional agreements
African Union 2063 Inclusion Strategy Madagascar is committed to
Agenda .
National
# Development vision:
J/AN National Development Plan and State General Policy
.-;5\14’; \
L \g, y Maya Declaration: Commitment of the General Directorate of
Aty Treasury as a core member of the Alliance for Financial Inclusion

REPOBLM ANT MADAGASK ARA . . . .
FRSAns S Tainanisa s fandresins - (AFI) for improved financial Inclusion in Madagascar

Figure 1. NFIS implementation framework
3.2 NFIS development process

The NFIS is the outcome of a participative process coordinated
by the Ministry of Finance and Budget (MFB) through the
General Directorate of the Treasury/Financial Operations
Directorate (DGT/DOF). It is organized around three key
activities with the active contribution of the stakeholders
who are directly and indirectly involved in promoting and
developing financial inclusion in Madagascar.

2018 - 2022
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Financial
Inclusion
Diagnosis

MAP - Making Access to financial services Possible

FinScope
Consumers
2016

Financial
Inclusion
Diagnosis
Draft Financial
Inclusion Roadmap

Final evaluation of the

!‘latior‘lal Strategy for Broad actor’s Other studies:
inclusive finance consultation FSAP, interest
(NFIS 2013-2017) rate

Draft SNIM 2018 - 2022
Atelier de validation

Figure 2. NFIS development process



3.2.1 Financial inclusion diagnosis

A comprehensive and in-depth diagnosis of the financial
inclusion was carried out as part of the MAP process. The
Government of Madagascar approved its implementation
in December 2014. This includes (i) a national survey on the
demand-side of financial services called FinScope Consumer
survey; and (ii) the diagnosis of financial inclusion:the supply-
side of financial services, the distribution channels, and the
regulations of the Malagasy financial sector.

Based on the results of this diagnosis, a first draft of the
financial inclusion roadmap for the 2018 — 2022 period has
been developed. The priority actions highlighted in this
strategy document arise from themain recommendations of
this diagnosis.

3.2.2 Final evaluation of the National Strategy for Inclu-
sive Finance (NSIF 2013-2017)

The final evaluation of 2013-2017 NSIF was completed by
CNFI. Data was collected from the main stakeholders of the
inclusive finance sector to assess the achievement of the
objectives, to evaluate the success of the planned actions and
to emphasize the strengths and weaknesses of this strategy
and its implementation.

Lessons learned from this evaluation were instrumental in
developing the National Financial Inclusion Strategy.

3.2.3 Broad stakeholders’consultation

A participative and adopted
throughout the formulation process of the National Financial
Inclusion Strategy. In addition to consulting members of the
MAP Steering Committee, the Ministry of Finance and Budget
undertook a wideprocess of stakeholder consultation (sectorial
Ministries, financial institutions through their professional
associations, the private sector and the technical and financial
partners) on the draft roadmap for financial inclusion (the
NFIS action plan).

inclusive approach was

The comments of stakeholders and their recommendations
were incorporated in the NFIS document.

The outcomes of the various studies and research undertaken
over the last years, including the recommendations of the
Financial Sector Assessment Program (FSAP), the study on the
interest rate determinants in Madagascar and the analysis of
the parameters influencing the rate setting, have been used
as a reference framework for this new National Financial
Inclusion Strategy.

11
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4 ‘ The situation of the Financial Inclusion in
Madagascar

4.1 Malagasy financial sector landscape

The main actors of the Malagasy banking and financial sector
can be grouped at macro, meso and micro levels.

Various .
Ministries Agriculture

General Private Sector Industry
Directorate of the
Treasury Financial Employment
Operations

Directorate Mangalay Savings Groups Tourism
CNFI Promotion Network (RPGEM) \

Mangalay Insurance Companies ) Education
Committee (CEAM) Technical \
Service Etc

Banky Providers

Foiben’i Professional Associations

Mad ik of MicroFinance .
aragasikana Institutions (APIMF) Consulting

firms

Professional Associations \
of Banks (APB) Training

11 Territorial Banks centers
4 Financial Institutions
5 Insurance Companies
2 Other Deposit Collecting
Institutions
3 Pension Funds
3Ll 3 Mobile Money Operators

& Financial v )
Partners Intermediaries in Bank

Operations

Professional
Associations

Figure 3. The Malagasy Financial Sector Landscape
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4.2 Socio-economic environment

Due to difficult socioeconomic conditions in Madagascar,
the majority of the population of the country have systemic
challenges in accessing financial services. The low literacy
level and a limited ability to use formal financial services,
combined with the severe infrastructural constraints and a
weak payment ecosystem, impede formal financial service
providers in reaching the majority of consumers. Frequent
shocks such as climate hazards, illnesses and thefts/petty
crime, further reduce their accessibility and increase the risk
of lending to such vulnerable consumers. As a consequence,
the majority of the Malagasy people do not use financial
services.They either approach people in their communities
for financial assistance, or they draw on other arrangements
instead of the formal financial system for savings, loans and
risk management. Financial services have limited capacity to
bolstering resilience against such shocks, and small businesses
and farmers often cannot access the required capital to support
economic growth.

94

4.3 Very low usage of financial services

Most Malagasy manage their financial life outside the financial
system. According to the 2016 FinScope Consumer survey
results, 29% of adults are financially included. Only a third
of the population have and/or use formal financial services.
Figure 4 below shows the landscape of access to financial
services at the regional (SADC) level:12% of Malagasy adults
have/use a bank account; 17% have a financial service with
another formal supplier (such as mobile money); and 30%
of adults, not formally included, are involved in informal
financial services. This places Madagascar at the bottom of the
financial inclusion table when compared with its peers in the
region.

Furthermore, according to the World Bank’s latest Global
Findex survey (2014),only 9% of adults have an account with a
formal financial institution and/or mobile money.
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Progress achieved and
challenges to overcome

5.1 Progress achieved as part of the 2013-2017
NSIF

5.1.1 Support for the demand of financial products and
services

For the first time in Madagascar, the diagnosis of overall
demand levels for financial services was achieved through
the 2016 FinScope Consumer survey. Many initiatives were
attempted in order to better organize the demand of financial
products and services, mainly by promoting savings groups
and conducting financial education sessions.

5.1.2 Development of the financial products and services

offer

At a national level, improvements have been observed as
regards the access and use of financial services in Madagascar
over thelast five years (2013-2017), including the increase in the
number of financial institution service points, the significant
increase in the number of mobile money distribution agents,
the interoperability of mobile money services and the increase
in its usage rate. (See attached Table).

Furthermore, during the NSIF implementation period, the
banking agent model developed by microfinance banks
emerged, offering real opportunities for a better financial
inclusion of the Malagasy people and the MSMEs.

5.1.3 Coordination and advocacy of inclusive finance

Despite the post-crisis context of the initial phase of
implementation of the NSIF, the stakeholders have provided
significant efforts for a better coordination and have effectively
advocated for the inclusive finance sector in Madagascar.
These include the Government’s approval, through the
Ministry of Finance and Budget, of the implementation of the
MAP process in December 2014, as well as fund mobilization
from technical and financial partners for financial inclusion
promotion and development.

5.1.4 The inclusive finance legal framework, supervision
and environment

The legal and regulatory framework of the Malagasy financial
sector was reorganised during the NSIF implementation
period. The Law 2016-056 on electronic money and electronic

money institutions was passed and promulgated in February
2017. The new Microfinance Law was voted in by Parliament
in December 2017.

Furthermore, the capacities of the CSBF’s General Secretariat
were enhanced through the increase inits staff size since 2015,
and training on the supervision of Microfinance Institutions in
2015 and 2016.

5.2 Challenges to overcome

Despite the efforts inimplementing the NSIF, many challenges
remain for a significant increase in financial inclusion in
Madagascar. Though not exhaustive, the challenges deemed
most important for the five coming years are as follows:

5.2.1 Ensure that Malagasy have sufficient financial
skills to better use the available financial services
and trust in the financial sector

The population, especially the youth, needs to understand
basic financial concepts ,in order to be better equipped to
make decisions relating to their financial circumstances.
Individuals, households and MSMEs in possession of financial
skills are capable of making more relevant financial choices in
terms of savings, investments, credit, insurance, remittances
and payment, especially given the rapid evolution of the
financial sector’s landscape in Madagascar (mobile banking,
electronic payment, etc.).

Furthermore, the setting up of a legal and regulatory
framework for the protection of financial service consumers
and the effective enforcement of the related provisions is a
major challenge for an improved financial inclusion of the
Malagasy population as a whole.

5.2.2 Promote broader access and better use of financial
services

This allows financial institutions to take advantage of new
technologies in order to design and supply financial services
meeting the population’s needs, particularly women, the
youth, the rural population and MSMEs. In addition, for the
next five years, the MSME’s access to financing, especially
those operating in the agricultural sector and in the other
product value chains/sectors,will be emphasized.



5.2.3 Ensure the strengthening of policies, legal, regula-
tory and institutional framework

The importance of a political, strategic, legal and regulatory
framework that is conducive to financial inclusion is widely
recognized. Moreover, the constant improvement of the
financial inclusion regulation in Madagascar is to be pursued
over the next years mainly through the effective enforcement
of the Law 2016-056 on electronic money and electronic money
institutions, the implementation of the new Microfinance Law,
the setting up of a new Banking Law and the reinforcement and
the effective implementationof the provisions on consumer
protection.

Furthermore, the setting up of an effective and efficient
monitoring and evaluation system, mainly the availability of a
reliable and up-to-date database on financial inclusion, is one
of the NFIS’s priorities. It will not only permit the measurement
of the progress made in terms of financial inclusion, but also
enable a better implementation of the NFIS’s action plan.

5.3 Forthcoming opportunities

The Government considers financial inclusion as one of the
main tools for promoting powerful and inclusive economic
growth in Madagascar. Its efforts to support a better financial
inclusion in the country are to be reinforced over the next
years.

In addition, the technical and financial partners (bilateral,
regional and multilateral) have confirmed their willingness to
pursue and strengthen their support for financial inclusion in
Madagascar, and particularly to finance the implementation of
the NFIS action plan.

As far as financial service providers are concerned, the use
of new technologies, namely the strengthening of the various
ongoing initiatives on FinTech, is a real opportunity to increase
access and use of financial services in Madagascar.
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Vision and strategic
objectives

6.1 Vision

« Enhancing Malagasy population’s access to financial
services by increasing the number of adults having
access to formal financial services from 29% in 2016 to
45% by 2022 ».

Strategic Axis 1

Financial education and

consumer protection

NFIS
2018 - 2022

Strategic Axis 3

Strengthening policies,

legal, regulatory and
institutional
frameworks

Figure 5. The NFIS's strategic axes
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6.2 Strategic Objectives

The NFIS is made of three strategic axes. These axes have been
built on the five pillars identified within the financial inclusion
roadmap. Specific objectives are linked to each strategic axis.

Strategic Axis 2
Access and use of
financial services



Table 1. NFIS strategic axes and specific objectives
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7 ‘ Main interventions

7.1 Strategic Axis 1: Financial education and
consumer protection

Strategic objective: Promote financial inclusion through
means of communication, financial education and
financial service consumer protection

The financial education of the population is the essential basis
for effective financial inclusion as it shows the appropriate
behavior when faced with the multitude of financial services
as well as for the daily management of one’s own money.
Thanks to a regulation on consumer protection tailored to
the Malagasy context and supported by targeted means
of communication for each population segment, financial
inclusion in Madagascar will meet the expected objectives.

Specific objective 1. Improve the financial education of all
population segments for a better financial inclusion

e Develop a framework or strategic document on
financial education

Financial education is the basis of financial inclusion.
For an effective coordination of the financial education
activities, the development of a strategic framework is
essential. But as a prerequisite, a thorough diagnosis of the
financial inclusion sector in relation to financial education
is to be conducted. The drafting of this document/
framework will lay out the programme to be implemented
during the next four or five years.

e Strengthen financial education for the target
population

Financial education initiatives will be reinforced and
start within the implementation of the previous strategy.
In particular, the inclusion of financial education in the
relevant curricula will help target and financially- include
children and youngsters at their youngest age. Financial
education interventions targeting financial products are
also to be undertaken (digital finance, insurance, etc.).

Specific objective 2. Carry out information and
communication campaign to promote financial inclusion

e Promote financial inclusion through communication
actions

In addition to regular reports to be published on financial
inclusion in Madagascar, other means of communication
and associated material will be disseminated to targeted
populations (newspaper, mailing, advertorials...). The

sector’s participation in various events about the financial
sector is to be encouraged. Setting a website on financial
inclusion in Madagascar is a very effective way to make
the sector known both locally and internationally.

Specific objective 3. Protect financial service consumers in
order to build a climate of trust between the population
and suppliers

¢ Develop a framework or strategic document on
consumer protection

The law on consumers’
The provisions on the protection of financial services

protection already exists.

consumers are outlined in the new Microfinance Law.
While awaiting the drafting and adoption of a new law
pertaining to the financial service consumer protection,
the development of a related framework or strategic
document is compulsory.

¢ Make the protection of financial services consumers
effective

A « dispute mediator » entity will be established to act as
an ombudsman between consumers and financial service
providers in the event of a dispute being declared. This
entity could be housed at the Central Bank (BankyFoiben’i
Madagasikara) as is the case with many other countries.
While awaiting the implementation of this measure, the
Ministry of Finance and Budget could propose a temporary
structure.

¢ Improve financial transparency particularly with
regard to pricing
Practical steps and actions are required to enforce the
regulatory provisions concerning the display of the pricing
used by financial institutions.

7.2 Strategic Axis 2. Access and use of financial
services

Strategic objective: Broader access and better usage of a
wide range of financial services adapted to the needs of all
the segments of the population

The second strategic axis objective is to broaden the access
and use of financial services. This will provide for developing
the offers of financial service adapted to the demand. In this
regard, the main financial products and services identified to
increase the level of financial inclusion in Madagascar are the
following: savings, digital payments, insurance and credit.



SAVINGS

Specific objective 1. Mobilize savings to cope with shocks
and build productive capital

The mobilizing of savings within Malagasy households and
its channeling into the formal financial circuit enable the
accumulation of capital for financing growth and development
on the one hand, and guarantees security in a context of
increasing insecurity on the other.

In order to achieve such objective, the priority interventions
identified are the development of innovative savings products
and the close monitoring of savings groups operating outside
the financial sector. The goal is ultimately to encourage the
integration of this latter into the formal financial sector.

e Ensure a better monitoring of savings groups

The role of the savings groups is to meet the needs of the
rural Malagasy population who do not have access to
formal financial services for various reasons. The objective
of this intervention is to ensure better monitoring of these
savings groups, which currently have nearly 300,000°
members, and which are associative structures not
subject to the supervision of the CSBF. It will consist in the
counting and identification of existing savings groups and
their promoters through the Network of Malagasy Savings
Groups promoters (RPGEM), as well as the support of the
promoters’ network in establishing Codes of Ethics and
standards of conduct (capping rules, identification) and
authentication, and the capacity building of the savings
groups.

INSURANCE

Specific objective 2. Develop niche insurance opportunities
for resilience and productivity

* Develop flexible, transparent, secure and affordable
products that meet clients’ needs

Most low-income clients are excluded from so-called
“conventional insurance.” These clients, whose main
activities are in the agricultural sector and the informal
sector, are the most exposed and vulnerable to risks. It is
essential, therefore, to promote innovative and affordable
insurance products that meet the needs of these categories
of clients by promoting microinsurance. In this context,
setting up an index-based microinsurance could be a
solution for facing agricultural risks. To this end, a broad
sensitization campaign on the product and a feasibility

3 Source: MAP Madagascar p.16.

study on three pilot agricultural sectors selected according
to the climatic regions of Madagascar (rainy, semi-desert
and desert) are required at the outset. Farmers, small
farmer groups, associations or processors are the main
beneficiaries.

¢ Build capacities specific to insurance

Building capacities specific to insurance is a necessary
condition for developing an insurance market. Initiatives
for the creation of a specialized training center for
insurance careers and peer learning are to be encouraged.
Collaboration between universities and the global
community to improve and enforce appropriate and
effective development strategies is therefore required.
Furthermore, strengthening cooperation
between the different Ministries as well as the technical
support to the Ministries in charge of Finance, Army and

transversal

Agriculture are necessary to build the capacities needed
for climate and agricultural risk management.

¢ Mobilize the necessary resources for the
implementation of the African Risk Capacity (ARC)

The alarming acceleration of global climate change makes
Madagascar one of the countries most vulnerable to
climate shocks. In this respect, Madagascar has joined the
Treaty establishing the African Risk Capacity (ARC) which
is a specialized institution of the African Union to help
member states improve their capacities in order to more
effectively plan, be prepared and respond to extreme
weather events and natural disasters. To fully benefit from
the ARC, it is essential to devote appropriate resources
to climate and agricultural risk management as well as
to raise funds needed for subscribing to ARC insurance.
Establishing, in advance, a contingency plan over a multi-
year horizon is indispensable. To this end, it is essential to
mobilize all the actors involved in this contingency plan in
order to take full advantage of all existing expertise and to
better address the various risks identified and not being
limited to the institutions currently in place.

PAYMENT

Specific objective 3. Optimize the payment ecosystem for
resilience and trade

¢ Develop an appropriate and interoperable payment
ecosystem
The access of target segments of the population to
digital payment services cannot be sustainable without
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a functioning, cost-effective national switch that can
transmit biometric identities and ensure interoperability
between the different infrastructures of the various
financial service providers. An appropriate payment
ecosystem also involves facilitating clearing and settlement
procedures between MFIs.

Take appropriate measures to reduce liquidity
management costs

It is essential to reduce liquidity management costs
by encouraging the adoption of electronic money by
consumers through the digitization of the various
payments; the use of a cash-in transit (CIT) company
to reduce fund transportation costs; and the use of
commercial banks to serve as Central Bank agencies
where there is no Central Bank branch.

Develop the potential of mobile money services

Developing potential of the mobile money services
facilitates the modernization of mobile payment systems
and the increase of volumes to ensure their sustainability.
Mobile money services can be optimized by improving
the agents’ liquidity management in order to ensure
reliable access of customers to funds, and to give agents
viable business models. Extending the role of super-agents
allows them to solve the liquidity management problems
faced by agents in remote areas, provided that the State
ensures their physical security.

Extend access points to financial services

Extending access points to financial services is essential as

it contributes to reducing the high distribution costs.
Initiatives to open new access points are to be encour-
aged. Moreover, MFIs, the Post Office and the CEM
distribution networks are to be optimized to extend
cash points, especially in rural areas.

CREDIT

Specific objective 4. Offer targeted credits to broaden
economic opportunities

The identified priority interventions aimed at
expanding access to credit involve many fields, which
are mainly:

Improve information on credit to reduce loan cost
and risk. Improving information on credit entails the
continuous sharing of the available information between
the two existing credit bureaus. Access to this information
by financial service providers will allow a more complete

picture of the customer and, consequently, the processing
time for requests will be reduced, there by enabling credit
risk to be better managed. This intervention is also aimed
at setting up a deeds registry which should be accessible to
clients who wish to grant their title deeds as collateral for
requested loans.

Strengthen and adapt MFIs’ information systems to
new technologies

Having an appropriate and effective information
system that meets the new technological standards will
enable MFIs to secure data, and share and scale such
data according to the targeted clients specific segment,

particularly with regard to agricultural and MSME credits.

Strengthen the capacity of the MFIs to improve the
portfolio quality

Improving the portfolio quality primarily requires reliable
and up-to-date financial information for accessing credit.
Also, it involves a better cash management in a view
to reduce the costs related to the use of cash and funds
transportation, particularly in rural areas. Transparency
and governance must be taken into account in order to
promote upstream the access to affordable capital.

Develop alternative models of credit rating

In order to reduce reliance on credit guarantees, financial
institutions need technical and financial support to
develop alternative models of credit scoring. Adopting
new methods in the appraisal of credit risks reduces
dependence on collaterals and, therefore, enables an
increase in the number of potential borrowers.

Seek new funding opportunities for MFIs

Seeking and setting new and affordable financing/
refinancing lines, developing a risk-sharing mechanism
will better enable financial inclusion. Lowering credit
costs will increase the number of people included in the
formal financial sector. A feasibility study is to be carried
out in order to set up a dedicated refinancing line to
compensate for the lack of available resources for MFIs.

Improve micro enterprises and agricultural
entrepreneurs’ access to financing

To facilitate micro enterprises and
entrepreneurs’access to financing, setting up a guarantee
fund for start-ups must be considered. This measure
facilitates job creation in rural areas and helps reduce

urban migration.

agricultural



7.3 Strategic Axis 3. Strengthening policies - legal,
regulatory and institutional framework

Strategic objective: Strengthen the institutional, legal and
regulatory framework.

The objective of the third strategic axis is to strengthen the
policies and institutional, legal and regulatory framework for
financial inclusion. A strong and up-to-date regulation sets an
environment of trust between financial service providers and
consumers and the judicial authority. The Government must
guarantee financial inclusion development. Such a guarantee
requires the institutional repositioning of the CNFI within the
General Directorate of the Treasury.

Specific objective 1: Improve the financial inclusion
environment

e Develop and enforce a financial inclusion policy

Thepriorityactivities for the development and enforcement
of a financial inclusion policy require real-time knowledge
of the data related to the financial sector. This implies
obtaining information relating to consumers’ needs, as
well as data relating to the existing financial service offers,
in order to bring about possible adjustments, update the
financial inclusion policy and implementation. In order to
achieve this, regular FINSCOPE surveys, conducted every
two years, as well as impact studies of financial service
offers on the quality of the users’ life should be carried out.
Advocacy actions are required at a policy makers’ level to
create an environment conducive to financial inclusion.

* Improve regulations for better financial inclusion

The goal of this action is to fill the legal gaps and oversee

key, relevant fields of financial inclusion. Therefore, the

priority activities identified focus on the following aspects:

»  improve regulations on the digital payments system,
consumer credit, electronic money and protection of
savings,

»  provide technical support to the CSBF to develop
legal texts related to financial inclusion and to
monitor compliance with the texts,

» develop a legal framework regulating non-banking
financial institutions (NBFIs).

»  reform and enforce the Usury Law.
»  implement the 2012 FATF Recommendations.

The development of a specific legal and regulatory framework
for banking agents or correspondents aims to allow the
distribution of alternative financial services, in order to:

(i) improve liquidity management for electronic money
distribution agents; and (ii) ensure reliable access to funds for
clients and viable business models for agents.

Specific objective 2: Strengthen CNFI and CSBF’s
institutional capacity

¢ Reinforce the mandate of key institutions in charge of
financial inclusion (CSBF, CNFI, SIF ...)

Several stakeholders participate in the implementation of
the financial inclusion strategy. As a coordination entity,
CNFIwill interact with different categories of stakeholders.
Hence, in order to facilitate interactions within its
coordination activities, institutional repositioning of
the CNFI to become a Directorate within the Ministry
of Finance and Budget/General Directorate of the

Treasury is a crucial step in achieving the objectives set
by the NFIS. To this end, it is also necessary to strengthen

CNFT’s institutional capacity, namely in technical, financial
and human terms, to enable the various challenges
when implementing the financial inclusion policy to be
addressed.

Specific objective 3: Set up a climate of trust between
financial service providers and the legal system

¢ Improve the dispute settlement system at court level
on the execution of contracts.

The goal of this action step is to improve the dispute
settlement system at court level on the execution of
contracts in order to increase trust. To this end, three
activities were identified:

»  promoting mediation on consumer protection issues.

»  sensitizing and enhancing the capacities of judges on
banking and financial issues.

» enhancing BIANCO’s capacity in detecting and
managing corruption in the banking and financial
sector.

¢ Improve access to and ensure the reliability of
information on individuals and their properties (title
deeds, securities and collateral registry...)

The goal of this action is to facilitate access to financial
services by enabling clients to meet KYC requirements
by providing all information on individuals and their
properties. The priority activity is to suggest measures
aimed to improve access and ensure the reliability of
information on individuals and their assets.
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Implementation of the
NFIS

8.1 Implementation structures

BFM MFB
CSBF DGT/CNFI

NFIS
Steering
Comittee

Working Groups
(WG)

(NFIS - SC)

/\

Other sectoral
ministries

Investment Comittee
(10

Division of Financial Institutions
Banky Foiben'i Madagasikara (BFM)
Banks Professional Association (APB)

Mobile Money Operators Representative

Ministry of Agriculture

Ministry of Economy

Ministry of Trade

Ministry of National Education

Ministry of Private Sector Development

-

Members of the NFIS - SC

National Coordination of Inclusive Finance (CNFI)

MicroFinance Institutions Professional Association (APIMF)
Malagasy Insurance Companies’ Committee (CEAM)
Malagasy Savings Groups Promotion Network (RPGEM)

Technical and Financial Partners Representative (TFP)

Figure 6. Implementation structures of the NFIS

BFM :Banky Foiben'i Madagasikara (Central Bank of Madagascar)

CSBF

: Commission de Supervision Bancaire et Financiére (Council for Banking and Financial Supervision)

MFB : Ministére des Finances et du Budget (Ministry of Finance and Budget)
DGT :Direction Générale du Trésor (General Directorate of the Treasury)

CNFI

The Ministry of Finance and Budget oversees the financial
inclusion sector. As such, it works closely with the Central Bank
(Banky Foiben’i Madagasikara) and other sectorial ministries.

The implementation of the NFIS involves many actors
with complementary and useful functions. The main NFIS
implementing body is the Steering Committee supported by
the Working Groups and the Investment Committee.

CNFI is in charge of the coordination and the monitoring &
evaluation of the implementation of the NFIS. It also provides
secretariat services for the Steering Committee, the Working
Groups and the Investment Committee.

: Coordination Nationale de la Finance Inclusive (National Coordination of Inclusive Finance)

8.1.1 The NFIS Steering Committee

The Steering Committee has responsibility to implement
the NFIS. It is chaired by the Minister of Finance or his
representative.

The NFIS Steering Committee is mandated to:

¢ monitor the implementation of the NFIS;

e suggest strategic orientations and possible
adjustments of the NFIS.

However, any change to be made to the NFIS must be approved
by the stakeholders at its mid-term evaluation.



The Steering Committee members are:
. The National Coordination of Inclusive Finance (CNFI);

*  The Division of Financial Institutions;

*  The Banky Foiben’i Madagasikara;

*  The Professional Association of Banks(APB);

*  The Professional Association of Microfinance Institutions
(APIME);

*  The Malagasy Insurance Companies’ Committee (CEAM);

*  The Malagasy Network for Savings Group Promotion
(RPGEM);

*  The Representative of Mobile Money Operators (while
waiting for the setting up of the Association of Electronic
Money Institutions);

* Arepresentative of the Technical and Financial Partners
(TFP) via the Multi-donor Secretariat;

*  The Ministry of Agriculture;

*  The Ministry of Economy;

*  The Ministry of Trade;

*  The Ministry of National Education;

o  The Ministry of Private Sector Development.

The general organization and functioning of the NFIS Steering
Committee is laid down by decree.

8.1.2 Working Groups (WG)

The working groups are technical advisory bodies set up to
analyze and discuss how the actions planned by the NFIS are
implemented. Working groups are required to examine the
priority interventions planned in each NFIS strategic axis, to
identify any barriers that might hinder the achievement of
NFIS’s objectives and to propose appropriate solutions. They
are also consulted for any reflection pertaining to financial
inclusion in Madagascar.

The working groups are set up either at the request of the NFIS
Steering Committee or at the request of CNFI as and when
relevant, and according to the priorities recommended by
NFIS’s action plan.

8.1.3 Investment Committee (IC)

The Investment Committee is established to harmonize the
interventions of the various technical and financial partners.
Itis considered as an endorsment mechanism for the financing
of financial institutions in order to avoid duplicate funding
and to ensure better allocation of resources. The committee

serves to ensure effective monitoring of investments and to
guarantee transparency in the contribution to the financial
inclusion development.

The IC is mandated to:
*  be aware of the investments that donors are ready to
make with financial institutions; and

* opine on the relevance of these investments by taking
into account all the interventions of the various projects
and programs.

8.2 Monitoring and Evaluation Framework (M&E)

Successful implementation is partly based on the ability to
measure progress made and to communicate the outcomes
of the interventions. The M&E framework allows to showcase
and highlight the achievements of NFIS.

8.2.1 Key indicators to be used

The list of key indicators to be used in NFIS monitoring and
evaluation framework is attached. It has been established
practices,
international norms and standards and is consistent with the
financial inclusion monitoring and evaluation framework
adopted at the SADC region level.

based on international best complies with

8.2.2 Progress monitoring report

In general, progress is measured through annual reports
which monitor the implementation of the action plan of NFIS.
This includes an analysis of the level of objectives achieved
and progress in the various activities provided in the NFIS
action plan.

CNFI monitors the implementation of the NFIS action plan
and reports to the Steering Committee on a semi-annual basis.
This consists of providing reports on the sector’s situation,
the NFIS implementation level and the participation of TFPs
in its implementation in terms of activities and finances, and
proposing annual intervention priorities for the stakeholders.
It also monitors the implementation of key initiatives
undertaken by each working group on a semi-annual basis.

Independent consultants are to be recruited and commissioned
to carry out the NFIS mid-term and final evaluation, in order
to preserve the independence and objectivity of the evaluation
process.
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Tél: +261 20 22 38385/ +261 2022 316 45
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