Foreword by Funders
Tackling financial exclusion and helping organizations, financial service providers and governments to promote affordable
and appropriate financial products and services remains one of the highest priorities for Comic Relief and Jersey Overseas
Aid. In 2017, both organizations joined forces to address financial exclusion in Sierra Leone, Rwanda, and Zambia through
a joint funding programme called Branching Out: Financial Inclusion at the Margins. This £8 million partnership has to date
helped hundreds of thousands of marginalized farmers, entrepreneurs and communities to save, to create stronger businesses
and to plan for the future in the face of any emerging stressors and crises.
The advent of the coronavirus pandemic has had a deep impact on lives throughout our three operating countries. It has
created a range of challenges which could result in greater financial exclusion for some of the most vulnerable people in
society. However, it has also emphasized the importance of saving and financial inclusion for personal and business
resilience. It has contributed to the development of innovative approaches to financial services, the increased adoption of
digital finance, and successful behaviours and policy shifts that supervisory bodies have taken to dampen the effects of
not only the pandemic but other future crises, thus promoting systemic resilience.
The present research takes advantage of the natural experiment conditions the pandemic has provided to determine
guidelines for resilient financial inclusion. Comic Relief and Jersey Overseas Aid are extremely excited about the work that
Toronto Centre has done, and to promote and share these findings and recommendations in the hope that they will be
reviewed, built upon and adopted by organizations, financial service providers and supervisory bodies around the world.
The report draws on the lessons that main actors in Zambia, Rwanda, and Sierra Leone have learned about resilience in
the times of COVID-19. It identifies key insights into how these actors have continued to expand financial inclusion and
what the current risks are:
The growing importance of digital financial services both in the short-term and long run as services expand;
The importance of an environment that is conducive to digital inclusion for the most marginalized markets;
The rising risks relating to trust and concerns around data privacy, transparency and fraud in a time when face-to-face
models are more difficult to achieve;
The need to enhance information gathering for effective and realistic supervision.
Though the coronavirus pandemic has presented unique challenges for financial inclusion around the globe, it is clear that
it has also brought about exciting opportunities and new ways of thinking. We remain committed to financial inclusion and
welcome this research as a central source for resilience throughout the sector.

José Morell-Ducós
Portfolio Manager: Financial Inclusion
Branching Out: Financial Inclusion at the Margins
Comic Relief and Jersey Overseas Aid
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Executive Summary
OBJECTIVES
The COVID-19 pandemic has brought about significant disruptions beyond public health. This research project examines
the impact of the pandemic in Rwanda, Sierra Leone and Zambia from a financial inclusions lens by examining through
examining the pandemic’s impact on the delivery of financial services.
The study explored how COVID-19 affected the face-to-face (F2F) delivery of financial services to financially excluded
groups such as women, youths, small and medium enterprises, smallholder farmers and rural households. Given that these
excluded groups had limited financial access even before the pandemic, the study sought to explore how the changes in
delivery mechanisms due to COVID-19 impacted the financial inclusion of these groups. The study further identified the
implications of the changes in delivery channels to supervisory risks to which financial supervisory authorities should be
alerted.
The study aimed to recommend practical steps that financial supervisors and other authorities in these countries can take
to build resilience in financial services delivery and financial inclusion. The research involved financial supervisors, financial
services providers (FSPs), and consumer associations drawn from Rwanda, Sierra Leone, and Zambia, representing East,
West, and Southern Africa, respectively. The research methodology involved an initial online survey complemented with
webinars (one with FSPs and another with financial supervisors), and interviews with several respondents to explore
in-depth the pertinent issues emerging from the survey.

MAIN FINDINGS
In response to COVID-19 health protocols, F2F financial services delivery through physical branch networks was significantly
reduced across all three countries as FSPs implemented measures meant to reduce in-person contact and/or the handling of
cash. FSPs in the three countries adapted their financial services delivery channels differently in response to COVID-19. FSPs
in Rwanda focused on non-F2F mobile and internet banking; FSPs in Zambia placed more emphasis on the use of agents
and mobile banking; and FSPs in Sierra Leone mostly retained delivery via F2F channels – possibly due to the comparatively
less severe spread of COVID-19 in the country – but maintained strict COVID-19 health protocols.
The major adaptation during COVID-19 of shifting from F2F service delivery to non-F2F delivery, notably to digital, was
not caused solely by COVID-19. FSPs were already moving to non-F2F digital delivery pre-COVID for business reasons.
However, the challenges created by COVID-19 had a catalytic effect on accelerating the FSPs’ shift to digital delivery of
financial services. In all three countries, FSPs came to realize that digitalization was inevitable and fast-tracked plans for
digital delivery.
Digital adoption rates in the target countries pre-COVID, and government policies already in place to promote digital delivery,
played a pivotal role in the ease with which FSPs transitioned from F2F to non-F2F delivery during COVID-19. For example,
the Rwandan government, in their efforts to promote a “cashless” society, worked with mobile network operators to offer
a “90-day zero charge” on mobile transactions to encourage the shift to the use of mobile payments. In Zambia, the
supervisory authorities removed the limit on agents’ transactions to encourage the use by FSPs of agents.
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So far, FSPs have not yet capitalized on the potential to expand outreach to financially excluded groups – at least not in the
near term. Although the move to non-F2F channels offered the possibility of reaching out to financially excluded customer
segments, and also lowering the costs of delivery and making it easier for the FSPs to take on potentially less profitable
customers from excluded groups, in practice this potential remains latent due to several barriers. Firstly, the financially
excluded, especially women and those in rural areas, have limited access to the technology needed for digital access.
Secondly, the level of digital literacy, deemed low before the pandemic in all three countries, continued to be a barrier
for some groups, especially women and rural populations. Thirdly, issues of trust and concerns around data privacy and
transparency continued to be hindrances to quick adoption of digital delivery channels.
The shift to non-F2F service delivery and innovations may heighten risks in the financial system, such as money laundering
where know-your-customer procedures are compromised, risks of abuse in market conduct and consumer protection, and
cyber security risks. Financial supervisors would have to closely monitor and manage the emerging risks from a financial
stability perspective while keeping their financial inclusion mandate in mind.

RECOMMENDATIONS
Our study, based on these three countries, has shown that the underlying stage of digitalization in the country and the
type of measures taken by the country in response to COVID-19 had the most impact on whether resilience and financial
inclusion in financial services delivery is maintained in the ongoing COVID-19 environment.
Going forward, while keeping a close eye on the risks, financial supervisors with financial inclusion mandates can support the
potential offered by the shift to non-F2F delivery by FSPs to reach out to financially excluded groups. Support from financial
supervisors for national digital financial literacy efforts can yield financial inclusion dividends in the long term as FSPs shift
towards digital delivery. In service of their financial stability and financial inclusion mandates supervisory authorities should
consider:

Supporting the potential shift to increased digitalization to ensure it enhances financial inclusion
through efforts such as working with other stakeholders in government and in the private sector to promote financial
and digital literacy, and strengthening consumer protection frameworks to engender consumer trust in digital delivery
of financial services.

Increasing communication and sharing the supervisor’s risk assessment of emerging risks (money
laundering and financing of terrorism or ML/FT, operational, cybersecurity, etc.) during COVID-19 with FSPs.

Clearly setting supervisory expectations to FSPs through rules or best practice guidelines on the
enhanced risk management measures that FSPs should take to ramp up non-F2F delivery of financial services during
COVID-19.

Enhancing information gathering for effective supervision of these delivery channels. Given that it
may be difficult to conduct onsite inspections during the pandemic, financial supervisors may have to invest more in
digital data collection, analysis and use so as to monitor FSPs’ shift to non-F2F service delivery.
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1. Overview of the Study
1.1 OBJECTIVES AND CONTEXT1
Toronto Centre (TC) conducted this study into drivers of the disruption brought about by the COVID-19 pandemic in financial
inclusion activities in Rwanda, Sierra Leone, and Zambia. The research project considers the nature of the disruption and the
extent of the impact, and identifies possible practical steps that financial supervisors and other authorities in these countries can
take to build resilience in financial inclusion activities. This research sought to address the following questions:
i. How has COVID-19 affected the face-to-face (F2F) delivery of financial services to vulnerable groups (such as women,
youths, small and medium enterprises, smallholder farmers, and rural households) with limited financial access even
before the pandemic, and how has the financial inclusion of these groups been impacted?
ii. What supervisory risks are posed by financial service providers’ changes to delivery models to vulnerable groups
due to COVID-19?
The study recognizes that there are numerous studies that have focused on COVID-19 and financial inclusion. It does not
seek to replicate the work that has already been done but rather to complement those studies. Two key elements make
this study unique:
i. The study focused on the impact of COVID-19 on the ‘last mile’ delivery of financial services – how were FSPs’ delivery
mechanisms affected? If FSPs changed their delivery channels or processes to adapt to COVID-19 challenges, how
did that affect financial access by the vulnerable groups?
ii. The study acknowledges that due to the changes in i) above, supervisory risks were likely to change or shift,
necessitating a response by the financial supervisory authorities.

1.2 PARTICIPANTS IN THE STUDY
Key research instruments in this study were a survey of financial supervisors, FSPs and consumer associations in Rwanda,
Sierra Leone, and Zambia, and discussions with them for in-depth understanding of the survey responses. TC appreciated
the co-operation and time given by many financial supervisors in the different countries; the National Bank of Rwanda,
Bank of Sierra Leone, Sierra Leone Insurance Commission, Bank of Zambia, Pensions and Insurance Authority of Zambia,
and Securities and Exchange Commission of Zambia. TC gratefully acknowledges their participation and that of the FSPs
and consumer associations listed in Annex 1. The survey instruments are in Annex 2.

1

This paper was prepared by Petronella Chigara-Dhitima, with contributions and editing by Chuin Hwei Ng, Program
Director, and Phang Hong Lim, Senior Director, Toronto Centre.
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1.3 FUNDING
The publication was made possible by grant funding from the Comic Relief and Jersey Overseas Aid partnership called
“Branching Out: Financial Inclusion at the Margins”. The aim of this project is to improve access to affordable financial
services for those on the margins of society in Rwanda, Sierra Leone, and Zambia.

1.4 ABOUT TORONTO CENTRE
Toronto Centre’s objective is to promote financial stability and access globally by providing high-quality, practical capacity
building programs for financial sector regulators and supervisors, particularly in emerging markets and low-income countries.
Stable economies produce an environment for economic growth and job creation, while increased accessibility to financial
services is an effective means to break the cycle of poverty. Since it was established as a non-profit organization in 1998,
TC has trained more than 15,000 officials from the banking, insurance, pensions, and securities supervision sectors in 190
jurisdictions worldwide.
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2. Survey Methodology, Respondent Profile and
Pre-COVID Baseline
This was a multi-pronged study that entailed engaging with key financial inclusion stakeholders (FSPs, financial supervisors, and
consumer associations) in Rwanda, Sierra Leone, and Zambia. While the four phases shown in Figure 1 below reflect a linear
process, the research process was iterative with the study team engaging in dialogue with the stakeholders and mutual learning
throughout the four-stage process.

Figure 1: Study Methodology in Phases

PHASE

PHASE

1
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3

Online
survey

Webinars

2

In depth
interviews

4

PHASE

PHASE

Phase 1 – focused on secondary research to understand the financial inclusion landscape with findings mostly reflected in
Annex 3 Country Reports. Furthermore, the desk research explored issues around the impact of COVID-19 on livelihoods
and financial inclusion in general.
Phase 2 – involved an online survey using SurveyMonkey (see Annex 2 Survey Instruments) that was conducted from
January to February 2021 in the three countries with financial supervisors, FSPs and associations of consumer groups.
Each respondent group received a separate questionnaire. The FSP respondents were purposefully selected via
discussions between the TC team and financial supervisors in each country.
The purpose of the survey was to explore the study hypotheses to understand how FSPs had responded to COVID-19,
especially in their delivery channels. Key questions focused on whether or not F2F delivery was still the main delivery
channel for financial services. If F2F was still dominant, the survey then sought to identify how FSPs had adapted to the
COVID-19 protocols. If it was not, the survey sought to find out which channels had replaced F2F.
There were a total of 67 responses to the online survey. The composition of survey respondents is shown in Figure 2 below.
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Figure 2: Composition of Survey Respondents per Country and Stakeholder Category
Respondents by Country

Zambia
Rwanda
Sierra Leone

Source: TC Survey of Financial Supervisors, FSPs and Associations, 2021
Phase 3 – the preliminary survey findings framed the agenda for the two webinars. The first was held in April 2021 with
financial supervisors, and the second took place in May 2021 with FSPs from the three countries. The webinars allowed for
in-depth discussions between the research team and the stakeholders on key topics: for example, how financial supervisors
perceived the changing financial risk landscape in each of their countries and how they were responding to these changes.
Most of the webinar discussions with the FSPs focused on how the changes they made affected their customers, including
the vulnerable groups, and how their risk profiles had changed.
Phase 4 – focused on following up on innovative strategies employed by various FSPs and/or supervisors in different
countries as they sought to cope with the effects of COVID-19 and/or the heightened risks. In-depth interviews were conducted
with various stakeholders and provided the information contained in the case studies in this report.

2.1 PROFILE OF FSP SURVEY RESPONDENTS
The FSPs in Rwanda, Sierra Leone, and Zambia selected for the survey were representative of FSPs by their size, type, and
the financial services offered to financially excluded groups in that country. The breakdown by types of FSP institutions for
all three countries together was: commercial/private banks (28% of the total number of institutions); microfinance institutions
– both deposit taking and credit only (21%); cooperatives of savings and credit (14%); insurance companies (14%); and
FinTech companies (10%). Telcos and Mobile Network Operators (MNOs) that offered financial services comprised 3% of
respondents by the number of institutions (see Figure 3).
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Figure 3: Types of FSP institutions responding to the survey
Types of institutions

(% represents number of FSPs out of total FSP respondents)

Source: TC Survey of FSPs, 2021
In all three countries, all financial supervisors responsible for supervising the FSPs responded to the survey. These were:
the National Bank of Rwanda, which covers all FSPs including insurance; the Bank of Sierra Leone and the Sierra Leone
Insurance Commission; and the Bank of Zambia, the Zambia Pensions and Insurance Authority and the Zambia Securities
and Exchange Commission.
The category “Other”, with 10% of respondents as set out in Figure 3 above, comprised of other stakeholders that are
either industry or consumer associations or fit into more than one category. For example:

Rwanda
Microfinance Bank
Association of Microfinance Institutions in Rwanda
Brokers Association - association for all brokers in Rwanda

Sierra Leone
Mobile Money Operators (MMOs): respondents self-identified as “other” rather than as MNOs.

Zambia
Financial Advisory and Securities Brokerage
Investment Management
Securities Exchange
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2.2 PRE-COVID BASELINE: CUSTOMER SEGMENTS SERVED AND FINANCIAL SERVICES PROVIDED
The survey first sought to establish a baseline on which financially excluded customer groups were targeted by the FSPs
before the pandemic. Figure 4 shows that over two thirds (62% to 73%) of the FSPs surveyed in Rwanda, Sierra Leone,
and Zambia were serving micro, small and medium enterprises prior to COVID-19. The number of FSPs serving other
vulnerable populations in the target countries pre-COVID ranged from 49% (smallholder farmers or SHF), 55% (youths)
to 56% (women). Only 40% of surveyed FSPs served rural clients pre-COVID. ‘Other’ vulnerable customer groups served
pre-COVID included the low income mass market customer segments and refugees served mostly through offering mobile
money services, especially in Rwanda.

Figure 4: Vulnerable customer groups targeted by FSP respondents pre-COVID
(% represents number of FSPs out of total FSP respondents serving these vulnerable groups)

Source: TC Survey of FSPs, 2021

As a baseline, the survey also asked FSPs what financial services they were offering pre-COVID. Figure 5 shows the top
or most commonly offered categories of financial services offered by the FSPs, with the “Other” category captures typical
traditional banking products such as current accounts, fixed deposits, Bancassurance (loan protection and fire protection),
bank guarantees, government payment collection, and overdrafts. While the latter categories of traditional financial
services are not specifically aimed only at financially excluded customer groups, there are some financial services such
as money transfers, microloans for businesses, consumer credit, and micro insurance, that are typically products for
financially excluded groups.
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Figure 5: Nature of financial services delivered by respondent FSPs pre-COVID
(% represents number of FSPs out of total FSP respondents offering the service)

Source: TC Survey of FSPs, 2021
Other non-financial services that FSPs offered to these vulnerable groups included financial literacy outreach, cited by a
few FSPs especially from Zambia and Rwanda. Since financial literacy levels are generally low among the financially
excluded groups, some FSPs have branded financial literacy training as one of the “gateway” services they are offering
to clients and potential clients. For instance, the ‘Anakazi’2 banking scheme created by Stanbic Bank Zambia is a product
meant to support female-led services. This scheme opens up access to financial resources and knowledge management.
Through the Anakazi scheme, women have access to services such as financial education, business mentorship, savings
and credit. For those financially excluded groups, a package of non-financial services is required to address the barriers
to inclusion, which may be lack of education, or business management skills – hence creating a market that is ‘investor
ready’. According to the FSPs, empowering the excluded groups is one effective way of enabling them to use the financial
services offered by the FSPs.
Other products were cited in Rwanda where, besides the gateway products of savings and loans, FSPs also offered microloans
for agriculture, hospital cash products, and loans for refugees. In Zambia, FSPs also offered services, such as selling
electricity and airtime for MNOs, making such payment services accessible to financially excluded groups such as women
working in local markets and SMEs.
Thus, respondent FSPs were already offering a wide range of financial and non-financial services to financially excluded
groups as a business before COVID-19, therefore actively contributing to the promotion of financial inclusion in their countries. It
was crucial to establish the baseline that respondent FSPs were targeting these groups as the study sought to understand
how the delivery of such products to these specific groups of people was impacted by COVID-19.

2

Stanbic Zambia website.
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3. Impact of Covid-19 on FSPs’ Delivery Channels
Having established a baseline for FSPs’ target customers and financial services offered before COVID-19, the study then
sought to establish the impact of COVID-19 on FSPs with a focus on changes in financial services delivery channels. The
survey asked respondents about adaptations made to delivery mechanisms, changes to product offerings, and changes
to operations as well as their assessment of risks that may have heightened due to these changes.
The universe of delivery channels in use pre-COVID included both F2F and non-F2F channels. As Figure 6 below shows,
the two major channels that require F2F interaction between the customers and FSPs are bank branches and agents.
The rest of the channels, from Automated Teller Machines (ATMs) to personal computers (PCs) (depicting internet based
transactions), are deemed non-F2F.

Figure 6: Dimensions of Payment Systems

Source: Adapted from Brian Le Sar and David Porteous: Introduction to National Payment Systems (2013) National Payments
Systems Institute, page 10.
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3.1 IMPACT OF COVID-19 ON FSPS’ F2F DELIVERY MODELS
The advent of COVID-19 resulted in FSPs adapting their delivery mechanisms for financial services. Figure 7 below shows
that overall, face-to-face delivery in branches during COVID-19 was significantly reduced across the three countries.
Before the pandemic, 54% of FSPs in the three countries delivered financial services through F2F contact in branches; this
percentage declined significantly to 40% as the pandemic hit the countries. Delivery through agents, which also implies
some F2F contact, also declined with 38% of FSPs using this delivery channel before COVID-19, compared to 35% during
the pandemic.

Figure 7: FSP Delivery Channels pre-Covid and during Covid – total across all
(% represents the number of FSPs out of total FSP respondents using this delivery channel

Source: TC Survey of FSPs, 2021
This decline in F2F delivery was to be expected as FSPs adapted to doing business in the new environment of social
distancing rules that dictated less person-to-person contact. The decline in the use of agents was relatively small. This
was because, in all three countries, agents provided an effective mode of delivering F2F services in a localized community.
In fact, the use of agents increased in Zambia during COVID-19 as more FSPs sought to utilize local agents instead of
bank branches.
In addition, the shift away from F2F delivery was motivated by the desire of customers and FSPs alike to avoid the handling
of cash, which was deemed to be one of the carriers of the COVID-19 virus. “When COVID-19 got to Rwanda, we knew
that people got contaminated by touching the virus, so cash was seen as a good carrier for that virus, and we thought that
people should not be in touch with cash so we had to promote cashless payments,” explained an FSP from Rwanda. The
need to avoid in-person contact and to reduce the handling of cash meant that FSPs promoted the use of digital delivery
mechanisms, especially mobile banking, during the pandemic (see Figure 7 above), taking advantage of relatively high mobile
phone penetration rates across the three countries. Three reports by Datareportal on the use of digital delivery in the three
countries show that the mobile connection rates are 73%, 87%, and 88% of the total population in Rwanda, Sierra Leone,
and Zambia respectively.3 In the survey, the proportion of FSPs in the three countries that offered financial services through
the mobile phone increased from 20% before COVID-19 to 32% during the pandemic (see Figure 7).
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Use of internet banking also increased, albeit marginally from 17% to 20% (see Figure 7). Internet banking requiring logins
via applications or FSP websites would not ordinarily be a channel appropriate for financially excluded groups as access
to smartphones and or internet is still limited in all three countries.
In response to COVID-19 restrictions, FSPs introduced innovative ways of reaching their customers through social media
platforms such as WhatsApp, Short Message Service (SMS), and Facebook. Over one third of FSP respondents reported using
these social media platforms to reach out to their clients.

(The non-F2F channels) “were already
there before Covid-19,
and the customer
were already using
those platforms”…

FSPs introduced these delivery channels to bridge the service delivery gaps created
by lockdowns which limited clients’ access to branches. The idea was to bring
convenience through self-service facilities, enabling clients to access their accounts
without travelling to the branches, and to create alternative ways through which
clients could pay back their loans. FSPs also wanted to protect their clients against
COVID-19 and avoid the circulation of physical cash which could be a vector for
spreading the virus. They aimed to facilitate instant communication with their customers,
enable their customers to use phones to scan national IDs/passports and other
important documents for submission to the FSPs. Introducing or heightening the
use of these channels would ensure business continuity amidst the pandemic even
though it may have increased FSPs’ risk exposure, as detailed later.

In a bid to reach their customer base during COVID-19, FSPs partnered with
technology firms and telecommunication companies (telcos) for micro credit and bank-to-mobile transfers4 and to enable
push/pull5 capabilities, and with FinTech companies to build digital delivery channels. Some FSPs signed partnerships with
telcos, microfinance institutions (MFIs), savings and credit cooperative societies (SACCOs), agricultural cooperatives and
other microlending institutions in order to continue to serve their customers during COVID-19. For example, in Rwanda where
SACCOs are very active (see Annex 3), consumer associations echoed that some commercial banks or MFIs partnered with
these SACCOs in order to avail services to their rural customers who would not be able to travel to bank branches
during lockdowns. SACCOs typically operate in the community, with branches located in close proximity to the membership.
While the shift to digital service delivery was not caused by COVID-19, the study found that the challenges created by the
pandemic had a catalytic effect on accelerating this shift. Across all three countries, FSPs came to realize that digitalization
was inevitable and fast-tracked plans for the use of digital delivery. In some cases, as reported by study respondents, the
digital channels were already available but uptake was slow until COVID-19 made it an imperative.
The speed and ease with which FSPs in the three countries transitioned from F2F to non-F2F – primarily digital delivery of
financial services – depended on the digital adoption rates in the countries pre-COVID and government policies to promote
digital delivery. This is explored in the next section.

3

Datareportal – Digital 2020: Rwanda, Sierra Leone, Zambia.
These projects however had started before COVID-19.
5
Pull/push is a term loosely used to explain the payment system from bank to mobile wallet and vice versa.
4
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3.1.1 COUNTRY EXPERIENCES: RWANDA
In the case of Rwanda, where respondent FSPs cited a significant increase in use of mobile banking from 17% to 36%
(see Figure 8 below), policy changes also contributed to the increased uptake. Before COVID-19, a World Bank report6
estimated 3G and 4G coverage to be about 93.5% and 96.6%, respectively. However, according to Africa’s Pulse (2020),
the uptake of 4G was very low – with only 8.5% of Rwandans using 4G, mostly due to low access to smart phones. Rwanda
Consumer’s Rights Protection Organization (ADECOR) reported during the study that even with such high connectivity,
internet fluctuations were still experienced both in urban and in rural areas.
Once the pandemic started, the Rwandan government, as part of its national effort towards a “cashless” society, worked with
mobile network operators to offer a “90-day zero charge” on mobile transactions; for example, bank-to-wallet transfers
or payment to merchants (P2M) (see Box 1). Respondents to the survey in Rwanda cited a greater than 100% increase in
mobile phone usage during this period. The change in digital uptake was well documented by Carboni and Betser (2020).7
They indicated that the value of P2P transfers between February and March 2020 was on average 7 billion RWF per week,
but increased to 40.3 billion RWF per week in April 2020 when the zero charges window was introduced.

Figure 8: FSP Delivery Channels pre-COVID and during COVID – Rwanda
(% represents the number of FSPs out of FSP respondents in Rwanda using this delivery channel)

Rwanda: Delivery mechanisms Before and during Covid (%)

Source: TC Survey of FSPs, 2021

6
7

Rwanda Economic Update – World Bank Group, January 2020.
https://cenfri.org/articles/covid-19s-impact-on-mobile-money-in-rwanda/
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BOX 1: PROMOTING A “CASHLESS” SOCIETY IN RWANDA DURING COVID-19

Following the outbreak of the COVID-19 pandemic, the Rwandan government promoted
the switch to a cashless economy, which meant that transactions and transfers were
encouraged to be made via digital channels. The government introduced zero charges on
mobile money transactions for 90 days, to which operators and FSPs agreed. There were
zero charges on all transfers between bank accounts and mobile money wallets, and for
merchant payments for all contactless point-of-sale transactions (mobile and virtual POS).
In addition, there was an increase in the limit of individual amounts that could be transferred
in “push and pull” transactions using mobile money wallets. The move resulted in higher
uptake and usage of mobile money. Telcos reported that the value of their transactions
tripled during the pandemic. After the 90-day period, the government still maintained zero
charges on person-to-merchant payments to date. It was reported that the initial surge in
usage did not abate after lockdowns and travel restrictions were lifted, reflecting behavioural
changes among consumers beyond taking advantage of zero charges.
Another method being piloted in Rwanda to promote the uptake of digital channels by the
public is the use of digital ‘ambassadors’, who are placed across the country and mapped
to local authority officers. Digital ambassadors are young graduates whose role is to educate
and demonstrate by use how to digitally transact on the different digital channels. They
move around educating people on the use of digital channels, emphasizing the efficiency
and convenience. The initiative is being championed through partnerships between mobile
network operators (MNOs), commercial banks, and the government, particularly the Ministry
of Information and Communication Technologies (ICT) and Innovation.
Source: TC research team interviews with Rwandan survey respondents, 2021.
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3.1.2 COUNTRY EXPERIENCES: ZAMBIA
While F2F delivery by FSPs in Zambia significantly declined from 35% to 24% (see Figure 9), in contrast to the other two
countries where the use of agents slightly decreased, the use of agents by FSPs increased from 42% to 47%. This should
not be surprising as ‘cash in – cash out’ agents often increase as mobile money transactions increase.8 Even before
COVID-19, FSPs’ use of agents in Zambia was higher than their use of F2F delivery in bank branches or mobile banking.
This continued to prevail during the pandemic. Even though agents also have F2F contact with their customers, the FSPs
regarded this as “limited F2F” as the contact occured in local communities and in open spaces with lots of ventilation,
making it possible to comply with social distancing rules during COVID-19. For example, when there were travel restrictions
or limitations on crowds in banking halls, agents could still serve their local communities where they are located. Zambia
enforced a partial lockdown in March 2020 with essential service facilities like banks remained open. This meant that people
could still travel and transact in the banking halls as they did not need a pass for essential travel. Government efforts to
promote the use of agents during COVID-19 contributed to the significant increase in their use (see Box 2).

Figure 9: FSP Delivery Channels pre-COVID and during COVID – Zambia
(% represents the number of FSPs out of FSP respondents in Zambia using this delivery channel)

Zambia: Delivery mechanisms Before and During Covid

Source: TC Survey of FSPs, 2021
8

For informal economies where households typicaly use cash, agents in the local community offered customers a way to
load physical cash onto mobile wallets to send money (P2P) or buy from merchants (P2M). On the other hand, for those
receiving remittances on their wallets, especially in rural areas, the cash balances stored in their mobile phones offer an
alternative to using physical cash, although cash remains predominant in many informal economies.
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BOX 2: USING AGENTS TO OFFER “LIMITED F2F” DELIVERY OF FINANCIAL SERVICES

Zambia increased the number and usage of agents as a delivery channel by expanding the
type of financial services that could be accessed from agents, including initial screening of
clients for onboarding, and services such as deposits and withdrawals. This helped to reduce
the number of people coming into the banking halls. Even before the pandemic, with support
from UNCDF, Zambia was working on an expansion project to increase agents in rural areas
(UNCDF 2021)9, as FSPs used the model to replace the brick and mortar expansion of
bank branches in a large country. At the same time, ZANACO, one of the largest banks in
Zambia, had rolled out an aggressive rural expansion project for community-based outlets.
During COVID-19, in order to facilitate more agent-based transactions, the Bank of Zambia
(BOZ)10 removed the transaction and balance limits for agents of ZMW 2 million.11 In
response, some FSPs in Zambia strategically moved more transactions to agent locations
in order to reduce branch-based F2F interactions. Training agents was the major requirement
for FSPs to make them work better in offering the expanded servces. The Bank of Zambia
and the Securities and Exchange Commission of Zambia launched regulatory sandboxes12
to foster innovation among FSPs while managing associated risks.
In Rwanda, some FSPs mapped agents to serve bank branches and ensured that clients
who came into the banking halls were directed to the agents located closest to them. As
one FSP put it, “you don’t have to wait 30 minutes here you can go and get served at the
nearest agent”.
In both countries, agents typically served telcos as well as FSPs, with these agents increasing
in number during COVID-19.
Source: TC research team webinar discussions with FSPs, May 2021.

9

UNCDF. (2021). Innovative Shared Agents for Rural Zambia. https://www.uncdf.org/article/6632/innovative-shared-agents-for-rural-zambians.
10

Zambanker, March 2020 edition. www.boz.zm.

11

Bank of Zambia Circular at https://boz.zm/Circular202002RevisionofTransactionandBalanceLimitsonEMoney.pdf.

Bank of Zambia “Guidelines for Conducting Regulatory Sandbox” available at https://www.boz.zm/202104GuidelinesforConductingRegulatorySandbox.pdf; and Securities and Exchange Commission of Zambia “Regulatory Sandbox Guidelines for Capital Markets” available at https://www.seczambia.org.zm/launch-of-regulatory-sandbox-for-capital-markets/.

12
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3.1.3 COUNTRY EXPERIENCES: SIERRA LEONE
While F2F delivery was reduced in all three countries, the reduction was least apparent in Sierra Leone (see Figure 10). Box
3 below describes some adaptations to group lending in Sierra Leone that made it possible to continue with F2F delivery
of financial services. Respondents offered a few reasons for the continuation in F2F delivery compared to Rwanda and Zambia.
First, some survey respondents described the commercial banks and microfinance institutions as risk averse and not as
quick to introduce mobile banking. In 2019, only 30%13 of the adult population had access to digital financial services.
Second, the regulatory environment prior to 2020 did not allow commercial banks and other FSPs to use USSD codes14 for
banking services. Only MNOs were allowed to use USSD codes, thus creating an uneven playing field. This changed with
the advent of new regulations, and banks started using USSD code and creating products that could be delivered digitally.
Third, Sierra Leone seemed to have not suffered as much from COVID-19 up to 2021. According to the World Health
Organization,15 from January 2020 when the first case was reported to May 4, 2021, the West African country had 4,062
cases and 79 deaths, which were lower than those in Rwanda and Zambia. The experience that health authorities in Sierra
Leone gained from the Ebola outbreak in 2013-2016 helped them to prepare for the COVID-19 pandemic even when little
information was available. For example, Sierra Leone had previously introduced the “less touching” policy as Ebola was
a “highly infectious, transmittable and communicable” disease (Kangbai, 2020). The same author noted that “one of the
most relevant experiences Sierra Leone obtained from the Ebola outbreak which is now being used to prevent the outbreak
of COVID-19 in the country is the targeted quarantining of all categories of COVID-19 patients”. Thus the authorities were
better able to quickly implement the COVID-19 health protocols, which were similar to protocols adopted for Ebola. FSPs
continued to offer F2F services observing these COVID-19 protocols.

13

UNCDF (2020). State of the DFS market SL 2020_v5.pdf.

14

USSD or “Unstructured Supplementary Service Data” is a service that enables clients who have no access to internet
or to smartphones to use mobile banking - they access mobile banking through the specific code, usually starting in * and
ending with #, dialing this code then takes them to a page/screen which gives them access to various banking services
like transfers, and checking account balances.

15

World Health Organisation Dashboard available from https://Covid19.who.int/region/afro/country/sl.
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Figure 10: FSP Delivery Channels pre-COVID and during COVID – Sierra Leone
(% represents the number of FSPs out of FSP respondents in Sierra Leone using this delivery channel)

Sierra Leone: Delivery mechanisms Before and during Covid (%)
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Source: TC Survey of FSPs, 2021

In order to further promote the shift to digital service delivery, the Bank of Sierra Leone, working with development partners,
has embarked on a number of initiatives to motivate innovation among FSPs including introducing a tiered KYC policy framework in June 2020.16 This allowed simpler KYC requirements for customers who are assessed to pose lower risk. FSPs in
Sierra Leone have also embarked on financial literacy campaigns using short videos, radio, and field ambassadors in order to
fill in the knowledge gaps of customers that has so far hindered the uptake of digital financial services.

16

Bank of Sierra Leone, Directives on Tiered KYC.
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BOX 3: ADAPTATIONS TO GROUP LENDING DURING COVID-19

Group lending in Sierra Leone has seen some changes in modalities in order to continue delivering
services to excluded rural segments while maintaining social distancing and complying with COVID-19
restrictions. In order to reduce the F2F interactions between large groups, groups of 25-30 people
were split into smaller groups of approximately 5-6 people. Each of the smaller groups has a leader,
and these leaders attend meetings with the FSP staff. Previously, all 25-30 group members were able
to attend these meetings.
Processes in the collection and disbursement of loans and delivery of other financial services were
also changed. Previously, FSP credit officers would physically go to the groups and serve clients
during large meetings. This changed during COVID-19. Now the credit officers meet only the group
leaders and have to rely on them for most of the repayment collection and information dissemination.
BRAC created a roster system where responsible credit officers would inform clients in advance by
phone when they would be expected to visit the branch physically, especially for contract signing
and loan disbursements. Each branch would then adhere to the roster, serving a few customers per
day to comply with COVID-19 restrictions. The branches were keeping some time between service
hours; for example, 20 minutes, which allowed clients who might have missed their allocated time
slots to be served. In other FSPs, field officers located in the villages would deliver the loans and collect
repayments instead of having the clients go to the branches.
FSPs in Zambia and Rwanda reported similar group lending modifications. However, the adaptation
had its disadvantages as group leaders’ integrity could be an issue. This resulted in incidences of
fraud through group leaders misrepresenting group members’ needs, which heightens credit and
operational risks to the FSPs.
Source: TC research team webinar discussions with FSPs, 2021.
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3.2 FSP CHANGES TO OPERATIONAL MODELS TO SUPPORT NON-F2F DELIVERY
To support the switch from F2F to non-F2F delivery models, FSPs in all three countries indicated they had to change several
key operational processes, such as customer onboarding and ongoing client services. These changes are highlighted below,
with the implications of these changes for supervisory risks explored later.

3.2.1 CHANGES TO CUSTOMER ONBOARDING AND KNOW-YOUR-CUSTOMER (KYC) PROCESSES DUE TO
COVID-19
Survey results show that respondent FSPs switched from ‘manual’ customer
applications for account opening (‘onboarding’) – where customers met with FSP
staff and filled out physical forms – to online processes, where clients could apply
over the phone, through WhatsApp for Business or through the FSP website. A
major shift for most FSPs was in the way KYC documents were submitted to the
FSPs, with documents via Whatsapp or email accepted as clients could not come
into the banking halls. Practices such as scanning and emailing KYC documents,
with originals being sent via courier services using and e-signatures, became more
acceptable. However, for control purposes, online submissions were required to be
confirmed in person, especially for new customers. Even for insurance purposes,
FSPs offering insurance services also engaged in use of SMS and online platforms
for new clients’ onboarding or for renewal of insurance.

“New customers were asked to
write emails and submit other

KYC documents
as attachments”
(FSP, Zambia)

Other FSPs enlisted the services of agents to identify and pre-screen potential
customers. These agents were registered, trained and incentivized to register and
on-board customers as well as collect loan repayments. Mobile bankers were also
trained and assisted with screening potential clients
For group clients, field officers engaged group leaders to assist with some elements of know-your-customer verification
instead of the FSP staff meeting physically with all group members. Clients were also trained online on how to use the
digital platforms, set up by FSPs, to encourage usage of the online platforms for the submission of online applications.
In some cases, FSPs simplified onboarding requirements for ‘less risky’ customers, usually those seeking small loans,
with the onboarding done telephonically. In Zambia, KYC requirements for such borrowers were simplified to producing a
copy of identification and a letter of request. In such cases, the credit evaluation would be done digitally based on credit
algorithms. Countries like Kenya had long introduced digital loans, well before COVID-19, but in the three countries such
loans were not as widespread before COVID-19.

3.2.2 FSP CHANGES TO CLIENT SERVICES DUE TO COVID-19
In a bid to continue to serve clients remotely, respondent FSPs indicated that they made several client services changes
due to COVID-19. These included introducing virtual client services, encouraging cashless transactions, moving more
transactions to agent locations, introducing toll-free service numbers as well as enhancing call centre capabilities, facilitating
withdrawal and deposits through mobile money integration, and reducing F2F contact and operating hours. Figure 11
below summarizes the main changes in client services.
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Figure 11: FSP Changes to Client Services During COVID-19 - Examples

Source: TC Survey of FSPs, 2021
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3.2.3 FSP OPERATIONAL ADAPTATIONS TO SUPPORT CHANGES IN DELIVERY CHANNELS AND CLIENT SERVICES
FSPs also made other general changes to their operations to support the shift to non-F2F delivery. Figure 12 shows the main
changes/adaptations made by FSPs to their operations due to COVID-19.
FSPs highlighted several reasons for making the operational changes. Besides the need to comply with COVID-19 regulations, these reasons included:

Enhance access to their financial services without clients necessarily having to come to the bank.
Protect both staff and customers;
Ensure business continuity;
Decongest the banking halls and ensure customers were able to perform transactions without
necessarily leaving their homes or visiting the bank branches.
Two major changes cited by 33% of FSP respondents included redesigning banking halls to comply with COVID-19 social
distancing requirements, and ensuring that staff were trained in COVID-19 protocols (Figure 12). These two changes were in
direct response to COVID-19 health regulations.
Other changes included partnering with Village Savings and Loan Associations (VSLAs) and using agents to reach and serve
clients in underserved communities. In all three countries, there were examples of FSPs and Mobile Network Operators
working together to ensure the bank-to-wallet (push-and-pull) functions worked for customers wishing to access their funds
through their phones.
In addition, FSP respondents noted the internal organization issues around working from home and ensuring that staff could
continue to serve customers remotely. FSPs adopted the use of remote collaboration workspaces such as Zoom, Microsoft
Teams, Google Meet, and other platforms to hold meetings with staff and management who were working from home.

Figure 12: Percentage of respondent FSPs that made changes to operations due to COVID-19
(% represents the number of FSPs out of total FSP respondents)

Source: TC Survey of FSPs, 2021
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3.3 CHANGES MADE TO FSP PRODUCTS DUE TO COVID-19
FSPs also made changes to their financial products and to their product terms in response to COVID-19 challenges (see
Figure 13). Three main changes were:
Increasing loan terms (29% of all FSPs surveyed);
Reducing loan sizes (24% of FSPs); and
Increasing withdrawal limits for customers (24% of FSPs).

Figure 13: FSPs’ changes made to products due to COVID-19
(% represents the number of FSPs out of total FSP respondents)

FSPs’ changes made to products due to COVID-19

Source: TC Survey of FSPs, 2021

Given that lockdowns curtailed their clients’ ability to continue with their economic activities, it made business sense for
FSPs to increase loan terms to allow their clients more time to repay their loans while still maintaining client relationships.
Reducing loan sizes for new loans helped FSPs to minimize their credit exposure and manage liquidity issues in the COVID-19
operating environment.
To minimize the frequency of client trips to FSP facilities for cash withdrawal purposes, 24% of FSPs surveyed increased
cash withdrawal limits for their clients. An exception to this was Rwanda, where cash withdrawal limits were reduced to
encourage clients to shift to electronic payment mechanisms. One respondent noted that the ATMs in Rwanda were
dispensing less cash than usual in order to encourage use of electronic payments.
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A few FSPs (9%) partnered with VSLAs and village banks to serve existing customers in remote rural areas. 11% of respondents
cited branch closures as a key strategy employed to reduce costs during COVID-19. However, not many FSPs took that
route as such a move would be detrimental for their business and for financial inclusion in rural areas. For example,
in cases where rural branches were meant to serve the rural population and smallholder farmers, closing down a branch
would most likely make access difficult for those segments. In Zambia, the financial supervisors noted that rural branch
closures did not necessarily reduce the financial access of the rural population as FSPs would have created alternative
delivery channels such as mobile banking or banking through agents.
Other changes made to products include introducing new loan products, such as loans to schools and teachers with a
grace period for repayment up to when the schools reopen, and new agricultural loans targeted at financially excluded
groups. The agricultural sector was deemed an essential service that was not as affected by lockdowns. Other measures
cited by FSPs include waiving penalty fees, allowing flexibility for clients to redeem part or all of their investments at will,
introducing refinancing and loan rescheduling options, and offering moratoriums for all loans. Secondary research also
suggests that loan rescheduling heightened significantly during COVID-19, supported mostly by government directives
where rescue packages included either repayment moratoriums or refinancing mechanisms.

3.4 SUMMARY: FSP CHANGES TO DELIVERY CHANNELS DURING COVID-19
FSPs across the three countries adapted their financial services delivery channels in response to COVID-19 to different
extents.
Those FSPs that moved from F2F to non-F2F channels to comply with social distancing rules moved mainly to mobile
banking. The speed and ease with which FSPs could switch to non-F2F delivery channels depended on various factors,
such as the physical infrastructure to support the switch to digital delivery of financial services, the policy environment, and
the financial and digital literacy levels of the general populace.
The next chapter looks into the implications of these changes on financially excluded groups.
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4. Financially excluded customer groups: Impact of
COVID-19 and FSPs’ shift to non-F2F delivery
The changes in delivery channels made by FSPs in their responses to COVID-19 were ideally meant to ensure that they
would continue to serve their target customers, including the financially excluded or vulnerable customer groups. Non-F2F,
primarily digital delivery, is supposed to be a fundamental enabler of financial inclusion and has been hailed as accelerating
digital financial inclusion as FSPs would be able to reach customers even in remote rural areas (FAO, 2021). However,
current literature points to key risks or downsides of digital delivery with regards to financial inclusion, which is corroborated
in the survey results.
First, there are significant concerns about digital delivery widening the financial inclusion gap between those with and
without access to the technological tools needed for digital access. Vulnerable populations, including rural customers,
smallholder farmers, women, the elderly, and the very poor may not have access to the simple-feature phones that are
needed to access digital wallets using USSD codes, which is the most basic requirement for mobile banking. According to
a GSMA 202017 study, women are 20% less likely to use the internet on a mobile phone than men. Another GSMA report
in 201518 indicated that 200 million fewer women than men in developing countries have access to mobile phones.
Furthermore, there are concerns around data privacy, transparency, and predatory lending (FAO, 2021) that may hinder
the uptake of financial services delivered digitally, especially by vulnerable groups. ADECOR noted that even when the
government had reduced fees for certain digital financial services to zero for three months, most rural households still did
not trust the digital concept and uptake was much slower than in urban areas.
The study sought to understand how the different financially excluded customer groups were affected by the shift to nonF2F digital delivery by FSPs. As comprehensive data is lacking, the nature of the evidence here is anecdotal, and is based
on FSPs’ and consumer associations’ interactions with these vulnerable groups and their perceptions of the challenges
faced by these groups. FSPs highlighted several drivers of the impact on these vulnerable groups, some of which were
corroborated by consumer associations and by the financial supervisors during discussions with the TC research team.
Consumer associations reported that the greatest impact of Covid-19 from a financial inclusion perspective was the lack of
access to repayment modalities by vulnerable groups, which in turn affected their access to future credit and FSPs’ willingness
to lend to these groups. This perception was shared across the three countries but differed in how the associations and
the FSPs perceived the impact on their vulnerable customer groups (see Figures 14 and 15 below).
FSPs believed that the greatest impact on client segments was the lack of access to markets which in turn affected their
sale revenues. However, consumer associations, focusing mostly on clients that had borrowed, felt that the greatest
challenge was access to alternative repayment channels. It took a bit of time for FSPs that were not already linked to mobile
phone payments to get connected and to advise clients on how to repay.

17

The Mobile Gender Gap Report 2020 https://www.gsma.com/mobilefordevelopment/wp-content/uploads/2020/05/
GSMA-The-Mobile-Gender-Gap-Report-2020.pdf
18

Accelerating digital and financial inclusion for women 2015. http://www.gsma.com/connectedwomen/wp-content/
uploads/2015/02/GSM0001_02252015_GSMAReport_FINAL-WEB-spreads.pdf
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Figure 14: Challenges that drove segments FSPs’ customers out of business – Associations’ perspective
(% represents number of consumer associations out of total consumer association respondents
that identified this as a challenge for their vulnerable customers)

Source: TC Survey of Associations, 2021

Figure 15: Challenges that drove FSPs’ customers out of business – FSPs’ perspective
(% represents number of consumer associations out of total consumer association respondents
that identified this as a challenge for their vulnerable customers)

Source: TC Survey of Associations, 2021
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4.1 IMPACT ON WOMEN

“How can I use my phone to
withdraw my money at the bank?”

asked one lady in Rwanda.
Women, the majority of whom are active in the informal sector that suffered the most due to COVID-19 lockdowns, were
severely impacted economically. Even in Zambia, where there was a partial lockdown, women entrepreneurs recorded
reduced incomes due to the depressed demand for their goods and services, except for those providing essential services.
Many lost their jobs while others closed their small businesses, all of which negatively impacted their livelihoods. One
respondent noted that the closure of local markets meant that many women who ran small businesses in these markets
lost their incomes. Women who were cross-border traders in the three countries were affected by travel restrictions to
countries such as China, South Africa, and Turkey. Most of these women could not adapt to the new technology-driven
environment for making business transactions through e-commerce; for example by placing orders online and making
electronic payments to offshore suppliers. Even though some digitally-literate women managed to adapt to digital forms
of transacting, many did not trust these platforms. For example, in Rwanda one respondent cited lack of trust among
women about digital transactions, which meant that the push towards a cashless economy had not yet gained much traction,
particularly among low-income groups of women.
In all three countries, poor connectivity in urban areas but more so in rural areas compounded the challenges of digital
financial service delivery. Cashless transactions were fraught with challenges; for example, funds erroneously reflected in
the system as having been transferred but not going through. Such incidents made women more hesitant to rely on digital
banking. In Rwanda and Zambia, women were reported to prefer and to be more reliant on SACCOs and informal savings
groups instead of digital delivery for financial services. In Zambia, clients also complained about the high cost of digital
transactions.
To address the lack of familiarity and trust with digital transactions, consumer associations are working together with the
regulatory authorities and associations to raise digital awareness. In Rwanda, the consumer associations have embarked
on television and radio talk show awareness campaigns to promote the digital and cashless economy.
Indeed, these campaigns in Rwanda may have borne results as described by Carboni and Bester (2020)19, which showed
that women users or subscribers to person-to- person (P2P) services between early March and mid-April 2020 had increased
from 151,000 to 610,000 subscribers. The increase is notable, although it is still less than the increase in male users where
subscribers increased from 355,000 to 1,083,000.
One caveat is that without accurate data on the use of mobile phones within households, it may be difficult to know who
actually uses or drives the digital transactions since mobile phones in families tended to be used by more than one person.
One survey respondent noted that a woman might not own a mobile phone or might not be digitally literate and therefore
ask her husband to transact on her behalf. In financial surveys, such transactions will be tagged to the (male) owner of the
phone when in actual fact the transactions had been driven by the women in the families, thus under-reporting women’s
use of digital financial services.
Besides digital literacy, the traditional barriers for women accessing financial services still exist, including lack of appropriate
identification for fulfilling KYC requirements, low access to phones, and high cost of P2P transactions on typically smaller
amounts handled by women entrepreneurs.20 These barriers should be addressed if women are to benefit from FSPs’ shift
to digital service delivery due to COVID-19. Financial supervisors can play a pivotal role in addressing these barriers. For
example, the Bank of Sierra Leone is working with KIVA to launch an identification linked to the credit reference bureau.
When digital payment goes viral: lessons from COVID-19’s impact on mobile money in Rwanda:
https://cenfri.org/articles/covid-19s-impact-on-mobile-money-in-rwanda/

19

20

Toronto Centre – Removing the barieris to Women’s Financial Inclusion (2019)
https://res.torontocentre.org/guidedocs/Barriers%20to%20Womens%20Financial%20Inclusion.pdf
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4.2 IMPACT ON YOUTHS
Youth unemployment was already high in the three countries pre-COVID. COVID-19 aggravated the situation, thereby
making access to financial services even more difficult for this vulnerable group. Job losses among youths compounded
the challenge as companies either downsized or closed operations, including some youth-owned businesses. FSPs in
Rwanda expressed the view that most youth businesses in Rwanda are in hospitality, transport, and recreation sectors,
and these sectors were severely impacted by lockdowns.
Being the more tech-savvy category among vulnerable groups, youths’ usage of other digital services or content increased
during COVID-19. However, their use of digital platforms did not translate into the use of financial services. Survey respondents noted that the value of funds that moved on the platforms used by youths was very limited.

“High unemployment owing to
economic recession has made
most of these youths stay
out of active participation in
mainstream financial
services.”

“Even if they had access to
the digital cashless economy,
it was difficult for them to
use it, they had no money.”
TC 2021 FSP respondent to survey

TC 2021 FSP respondent to survey

4.3 IMPACT ON SMALL AND MEDIUM ENTERPRISES (SMES)
SMEs, particularly those in sectors that were locked down, were severely impacted by COVID-19. Many SMEs reacted
by closing operations and laying off staff, leaving the barest minimum headcount onboard. One SME said “we are heavily
impacted due to long lockdowns. Without producing, [we are] not able to repay existing loans and when back to the market,
[there is] no sufficient money to continue operating as usual”. The need for loans generally declined due to reduction in
demand of goods and services during lockdowns. Production was also halted due to the lack of inputs. Halting trading
during lockdowns severely handicapped the SMEs’ capacity to repay their loans, which in turn now affects their ability to
access additional business loans to revive their businesses. Besides credit, the demand for insurance products by SMEs
also reduced as insurance was viewed as an unnecessary expense during the downturn.
Most SMEs were not positioned to attract new customers through an online presence, and as such were hard-hit by the
COVID-19 lockdowns. The shift to digital commerce was slow or non-existent mostly due to SMEs’ unfamiliarity with online
commerce platforms and the high cost of setting up a presence on these platforms. The SMEs that were involved in cross
border trading activities had to shut down, especially when physical travel to import goods ceased. In a few cases, FSPs
provided mentoring and coaching services to some SMEs to enable them to shift into profitable segments or adopt online
shopping.
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SME diversification – silver lining

An FSP in Sierra Leone realized that COVID-19 had affected their SME
clients who usually sourced products from outside the country. They
then called their SME clients for a meeting where they advised them
about possible local opportunities (e.g. venturing into COVID-19 related
services) and to concentrate on doing business within Sierra Leone,
which enabled them to continue operating. For their rural SME clients
they introduced rural agricultural finance and concentrated purely on
agricultural processes.
In the same vein, one FSP in Rwanda supported the success story of
one SME client to whom the FSP introduced the online way of doing
business and opportunities for diversifying. The SME client was engaged in
trading electronic goods (TVs, radios, mobile phones) before COVID-19,
and diversified to distributing masks and other COVID essentials as a
wholesaler. Using the newly-gained knowledge from the FSP, the SME
was now placing orders online instead of waiting to travel when borders
opened. The FSP further supported the SME with the necessary financing,
enabling him to expand his business even amidst the economic downturn.

4.4 IMPACT ON THE RURAL POPULACE AND SMALLHOLDER FARMERS (SHFS)
During COVID-19, access to financial services became even more difficult for the rural populace as the few financial services
providers that had some presence in rural areas either closed their branches or could not service them due to travel
restrictions during the lockdowns. However, in terms of livelihoods, FSPs noted that rural areas were not as affected as
urban areas since their main economic activities were in the agriculture sector that was not as affected by COVID-19
restrictions. The rural customers’ main challenge was limited access to markets for their farm produce, which could not
reach their regular urban markets due to travel restrictions. In addition, some rural businesses could not restock as value
chains were disrupted, affecting access to inputs by farmers. Due to poor internet access and physical infrastructure for
mobile networks in rural areas, the rural customers were unable to access mainstream digital financial services.
Overall, the usage of digital transactions platforms increased more in urban areas than in rural areas where mostly the
educated and literate are using these platforms, with the majority of rural populations still transacting in cash. In Sierra
Leone, where the shift to digital delivery of financial services was not as pronounced, most FSPs continued to offer F2F
financial services in rural areas for borrower groups amidst COVID-19 protocols. In Rwanda, services through SACCOs
and other MFIs with rural outreach continued. For those FSPs still engaged in group lending, limiting the number of
participants at group meetings or asking group leaders to attend instead of the whole group helped to ensure that rural
borrowers continued to access financial services. Rural SACCOs in Rwanda witnessed an increase in demand for
savings services.
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The main challenge for smallholder farmers was limited access to markets. This
resulted in spoilage of produce, particularly during lockdowns, with the exception of
Zambia where there was a partial lockdown. In general, the demand for loans from
SHFs was suppressed due to reduction in demand for their produce since their end
users, such as hotels, were not operating normally. On the ground, SHFs continued
day-to-day activities, selling their produce to the limited accessible markets in the
local communities. In Rwanda, SACCOs continued to trust SHFs but gave them
smaller loans.

“Most rural people have challenges of lacking mobile phones to
access digital services.”
TC 2021 FSP respondent to survey

ADECOR, a consumer association in Rwanda, highlighted that peoples’ saving
practices during COVID-19 changed significantly. “For savings, people are saving
more. Because of COVID-19, now they know the benefits of saving. So now when
they get money, they do not use it immediately. They save saying that perhaps
lockdown is coming again. Even those who don’t know how to save, now they’re
trying to save. Even those dealing with SACCOs, even the poorest, because they
have seen the consequences of not saving”. This resonated with findings from other
countries, where precautionary savings increased by vulnerable populations.

The COVID-19 pandemic resulted in an increase in precautionary savings as people became more aware of the
importance of saving in safeguarding their money amidst economic uncertainty. This was because, as economic
activities slowed down in response to COVID-19, many clients were forced to live off of their savings (Bikas FINCA
Nepal - FinDev Interview April 2021).

4.5 SUMMARY: IMPACT OF SHIFT TO NON-F2F DELIVERY CHANNELS ON FINANCIAL
INCLUSION OF EXCLUDED GROUPS
The shift to non-F2F channels offered the possibility of: (a) reaching out to hitherto financially excluded customer segments,
such as women and smallholder farmers in remote areas; and (b) lowering costs of delivery, making it easier for the FSPs to
take on potentially less profitable customers from vulnerable groups. In practice, however, FSPs have not yet capitalized
on the potential to expand outreach to these groups, at least not in the short term.
While FSPs are keen to retain and expand their customer base, low digital and financial literacy among the financially excluded
groups is hindering the FSPs’ expansion to these groups. On the other hand, the shift to non-F2F channels may increase the
FSPs’ reach to the financially excluded groups in future,as many FSPs interviewed said that they would continue with the shift
to non-F2F digital delivery as a long-term business strategy.
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5. Supervisory Risks From Shift To Non-F2F
Delivery Channels
FSPs’ changes to their delivery channels aimed to maintain “last mile” access and provide financial services to their clients
in innovative ways. However, these innovations may result in the emergence of new risks in the financial sector that may
not have been prominent on the financial supervisors’ radar, or FSPs’ exposure to existing risks may increase. The study
sought to establish which of the supervisory risks changed and heightened due to FSPs’ adaptations in their delivery models.
Survey results showed that perceptions of risks that have heightened due to shifts in delivery channels during COVID-19
differed between financial supervisors and FSPs. As depicted in Figure 16 below, financial supervisors ranked the top
three risks as: anti-money laundering and combating the financing of terrorism risk (AML/CFT), including KYC risk (cited
by 80% of financial supervisors); credit risk (75%); and conduct risk and consumer protection concerns (75%). In contrast,
the FSPs ranked their top three risks during COVID-19 as: strategic (profitability) risk (47%); credit risk (45%); and cybersecurity and technology risk (41%). Although strategic risk was not part of the top three for financial supervisors (cited by
67% of supervisors), it was closely trailing behind cybersecurity risk, which scored 67.5%. Nevertheless, as depicted in
Figure 16 below, there is some overlap on the key risks between financial supervisors and FSPs, although their ranking of
these risks may differ.
Credit risk was ranked one of the top three heightened risks during COVID-19 by both financial supervisors and FSPs,
and this resonates with studies elsewhere. According to BIS (Carstens, 2020), credit risk is the first risk that was cited as
having increased due to the impact of COVID-19 on economies globally. The one major risk cited by Carstens (2020) but
not prioritized by financial supervisors surveyed in the study was liquidity risk, which was expected to rise due to pressure
on FSPs’ liquidity as a result of increased client withdrawals at a time when client repayments were not flowing through.

Figure 16: FSPs’ vs supervisors’ perspectives of risks that heightened due to innovations in delivery
mechanisms by FSPs
(% refers to % of financial supervisors and FSPs citing this as a heightened risk)

FSPs’ vs supervisors’ perspectives of risks that heightened due to innovations
in delivery mechanisms by FSPs

Source: TC Survey of Financial Supervisors and FSPs, 2021

FSPs’ perception of risks
Supervisors’ perception of risks

39

The differences in risk perceptions between financial supervisors and FSPs are somewhat expected. Supervisors focus
on financial stability, systemic risk and financial crime issues and prioritized risks such as AML/CFT, while FSPs focused
on business goals prioritized strategic risks. Furthermore, when considering country-disaggregated data, it was clear that
the supervisory authorities that had taken a proactive approach to discussing the emerging financial sector risks
due to COVID-19, with their FSPs had a somewhat aligned risk prioritization. For example, at the start of the pandemic,
the National Bank of Rwanda interacted with chief executive officers of FSPs and discussed the risks that were likely to
increase and how the sector should respond. This not only aligned the two parties on the assessment of emerging risks
in the financial sector, but enabled them to have a unified approach to risk mitigation strategies. Therefore, the difference
in risk perceptions suggest there is room for financial supervisors to communicate their risk assessments and supervisory
expectations to FSPs, particularly with respect to FSPs’ management of AML/CFT, credit, and conduct risks.

5.1 SUPERVISORY RISKS THAT HEIGHTENED DUE TO SHIFT TO NON-F2F DELIVERY
CHANNELS
The section below discusses the key risks identified by both financial supervisors and FSPs that heightened due to
innovations in delivery mechanisms by FSPs, starting with the risks prioritized by financial supervisors.

5.1.1 AML/CFT RISK
Financial supervisors ranked AML/CFT, including KYC risk, to have heightened the most as this risk was likely to affect all
types of financial service providers, such as banks, fund managers, brokers, insurers, MFIs, and building societies.
The survey showed a gap in the perception of AML/CFT risk between the financial supervisors and the FSPs, suggesting that
supervisors may have to engage FSPs more on the potential risks with the shift to non-F2F delivery of financial services.
80% of supervisors rated KYC risk to have heightened due to the use of digital solutions by FSPs. Supervisors were rightly
concerned that the submission of documents through electronic ways could result in challenges relating to verification
of identity and increased AML/CFT risks. FSPs did not rate this risk that high, with only 27% of respondent FSPs saying
that this risk heightened due to their innovations in delivery mechanisms. Those that felt that AML/CFT and KYC risks had
heightened indicated that this was because high transaction limits “have led to high exposure on customer wallets with
several incidences of fraud reported”, as noted by one FSP, and that when KYC processes are not done F2F, the risk of
impersonation is heightened.
Policies put in place in the three countries prior to the pandemic helped the FSPs deal with the transition to receive KYC
documents digitally. Firstly, even before COVID-19, as part of the proportionality principle all three countries were using
‘tiered KYC’, with simplified KYC allowed for the opening of basic accounts. These basic accounts were assessed to pose
lower AML/CFT risk in that they would be limited in terms of value and type of transaction. Secondly, FSPs were expected to
find ways of complementing online KYC documentation with other means of authentication. For example, Zambia passed
a law, The Electronic Communications and Transactions Act, 2021,21 which provided the legal framework for secure electronic
signatures.
When the pandemic began, these pre-existing rules on simplified KYC practices helped to set the parameters that enabled
FSPs to manage this AML/CFT risk with non-F2F delivery of financial services. In Rwanda, the supervisors expected FSPs
to use a multifactor authentication process to ensure that the digitally communicated documents or signatures were
properly verified.

21

Government of Zambia Electronic Communications and Transactions [4 of 2021]
https://www.parliament.gov.zm/sites/default/files/documents/acts/Act%20No.%204%20of%202021%2C%20
The%20Electronic%20Communications%20and%20Transactions_0.pdf
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5.1.2 CONDUCT RISK AND CONSUMER PROTECTION CONCERNS
Figure 16 above shows that 75% of financial supervisors believed that conduct risk and consumer protection concerns
had heightened due to innovations in delivery mechanisms by FSPs. Their view was that FSP staff needed to ensure that
the products were suitable for the clients who are purchasing them. They noted that the challenges were compounded by
clients’ lack of understanding of these products due to limited financial literacy.
In contrast, most respondent FSPs felt that conduct risk had not changed due to their innovations in delivery mechanisms,
as conduct rules are still enforced and normal conduct procedures still apply. Only 9% of respondent FSPs felt that this
risk had heightened. The few FSPs who cited this risk highlighted that the introduction of remote work shifts and digital
platforms for business increased conduct risk as staff could take advantage of the adaptations and use work time and
electronic channels to conduct personal errands. As a result, they might fail to meet set business targets and at the same
time compromise the customer experience, leading to reputational risk. Some FSPs felt that there is now an increased
need for consumer protection, given that communications an
Financial supervisors and FSPs alike in all three countries echoed the need for greater efforts on digital and financial literacy,
and the authorities had already launched financial literacy campaigns before COVID-19. However, the financial supervisors
noted the need to continue and enhance such campaigns to ensure effective outreach to the vulnerable customer groups
that require this the most. ‘Digital literacy’, which was not the major thrust of pre-COVID financial literacy programs, may
now need to be prioritized to enable excluded groups to access financial services through non-F2F channels.

5.1.3 CYBERSECURITY AND TECHNOLOGY RISK
Two-thirds of respondent financial supervisors indicated that this risk has heightened due to innovations in delivery
mechanisms by FSPs. Their sense was that as FSPs rely more on information technology (IT) systems offering digital
solutions, their exposure to IT risks increases. Cybersecurity risk was also identified in BIS (2020) as heightened due to
the increased use of digital products. In Zambia, the Competition & Consumer Protection Commission (CCPC) reported
an increase in the number of complaints related to digital finance scams.

“…Phishing attacks are being used. We have not seen a significant increase per
se but we have actively put in measures such as awareness, strengthening our IT
infrastructure (hardening) and following industry standards and best practices to
manage our risk. Additional security and restricting use of external devices.”
TC 2021 FSP respondent to survey

Compared to financial supervisors, a lower proportion of FSPs (41%) believed that cybersecurity risk has increased. They
noted that the increased risk was due to access to core banking systems offsite using VPN, additional remote access,
and limited physical and technical controls of FSPs’ data centre in the remote working environment. Furthermore, the risk
of hacking and more phishing emails coming into the work setup increased, with more remote access used by FSPs and
with reliance on third party IT integration. FSPs were also concerned with the likelihood of passcode exposure. Client email
accounts can be cloned and their data compromised. Medium sized banks in Rwanda and Zambia, however, indicated
that they have platforms that monitor incidents of cybersecurity breaches and, so far, no incidents have been identified.
The increase in technology risk was deemed to have stemmed mainly from increased risk of failure in technology; for
example, power outages, network failures, and increase in channels have led to a higher risk of cybercrimes. Furthermore,
technological applications were becoming an imperative rather than an option for FSPs, increasing their exposure to
technology risk. Integrating legacy IT systems has also increased risk; for example, integrating FSPs’ payment systems
to core banking applications. Some FSP staff were reported to have faced adaptability problems in the use of technology,
increasing the risk of human error, and operational risk when interfacing with these IT systems.
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In response, all three countries are developing or reviewing their cybersecurity laws. Sierra Leone and Zambia are developing
legislation. Rwanda is reviewing the current legislation and is considering increasing the use of non-F2F and digital delivery of
financial services. From a consumer perspective, digital literacy, and not only financial literacy, was becoming a key concern
for supervisors. For example, a consumer association in Rwanda indicated how the lack of consumer knowledge of digital
delivery of financial services meant that unsuspecting clients were falling prey to unscrupulous agents, who would transfer
funds to their own accounts instead of to the intended beneficiaries. Such incidences might be curtailed if clients were more
digitally literate.

5.1.4 CREDIT RISK
75% of respondent financial supervisors felt that credit risk has heightened,
largely driven by FSPs offering digital loans, which they consider risky as screening
borrowers may be difficult. The default rate on such loans was reported to have
increased.
45% of respondent FSPs felt that credit risk had heightened, albeit not necessarily
due to changes they made in delivery channels but rather due to the depressed
business environment. This decreased customers’ capacity to pay, resulting in
increased defaults. Some indicated that they had to restructure parts of their loan
books and increase loan loss provisions, while other FSPs resorted to conducting
daily monitoring, calling defaulting clients, and entering into agreements to allow
borrowers a grace period.

“A sharp increase in
(credit) risk rose due
to effects of COVID
and not necessarily
the mechanisms that
were adopted.”
(FSP in Zambia)

Some FSPs in Sierra Leone felt that, due to COVID-19, relaxation of client screening
processes, lack of sufficient on-site monitoring precipitated the increase in loan
defaults.

5.1.5 STRATEGIC AND PROFITABILITY RISK
67% of respondent financial supervisors felt that this risk had increased, and some linked this risk to technology risk; that
is, whether FSPs were able to make the strategic transition during COVID-19 or not. Most FSPs were now embarking on
digital delivery channels for survival and were forced to accelerate digital transformation programs that may have been
scheduled for the future. Restructuring operations, raising capital, and securing resources (both staffing and skills) in this
area could affect their strategic positioning. In some ways, some FSPs had to reorganize their funding to prioritize capital
expenditures to strengthen core banking systems as well as to tap into current applications that would allow digital
transactions.
47% of respondent FSPs were of the view that strategic and profitability risk heightened due to increased non-performing
loans (NPLs), increased loan loss provisions, payment holidays granted to clients, reduced insurance uptake against rising
cost, slower economic growth, and a challenging operating environment for customers. Furthermore, the increase in
operational expenses to manage the impact of the pandemic reduced profitability significantly; for example, installing IT
software and ensuring all staff were connected remotely (on Zoom or Microsoft Teams) or onto core banking systems. One
FSP from Zambia explained how they had partly halted business operations at the onset of COVID-19, thereby affecting
their profitability targets. Another FSP in Sierra Leone explained that the initial reaction for most FSPs was to stop new
disbursements, which in turn affected the growth of their assets and consequently affected profitability.
The only other risk that was not prioritized but which had been anticipated to increase at the onset of COVID-19 was liquidity
risk. In Rwanda and Zambia, financial supervisors and FSPs alike assessed this risk to be well managed as COVID-19
recovery funds were set up to cushion FSPs and ensure that there was sufficient liquidity on the market. In both countries,
these funds were not exhausted by the time of this study.
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5.2 SUMMARY: RISK PERCEPTIONS OF FINANCIAL SUPERVISORS AND FSPS
The shift from F2F to non-F2F delivery accentuates certain risks in the FSPs’ business models that financial supervisors
must closely supervise. The main risks are AML/CFT, operational, and cybersecurity. While FSPs are aware of these risks,
they are also concerned about strategic risks and profitability in the economic downturn caused by COVID-19.
Supervisors are also aware that they need to enhance their supervision of FSPs’ technologically-driven techniques as
transactions become more digitally driven. Financial supervision will have to adapt. As one financial supervisor explained;
“I see this as an opportunity to reinvent the way services have been delivered, putting customer service at the forefront,
convenience and things like that, but at the same time, tightening controls to ensure that we’re not opening up a can of
worms. My hope is that it spurs innovation for improved service delivery going forward”. Off-site supervision became the
only option, especially during lockdowns. For Zambia this has precipitated the use of electronic submissions of reports to
the supervisors with electronic data warehousing at the authority, making the supervisors’ investments in their own IT and
information-gathering capacity a priority.
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6. Conclusions and Recommendations
6.1 CONCLUSIONS
FSPs across the three countries adapted their financial services delivery channels in response to COVID-19 to
different extents.

Sierra Leone, which was less affected by COVID-19, retained most of the F2F delivery but maintained strict
COVID-19 health protocols.

Zambia relied more on the use of agents in limited F2F delivery and also used digital delivery, such as mobile
banking.

Rwanda, in line with national efforts to go cashless, switched mostly to non-F2F delivery through mobile and
internet banking. phone and internet banking.

The shift from F2F to non-F2F was mostly to digital means, and the speed and ease with which FSPs could switch
depended on:

The current state of national infrastructure, such mobile and internet networks in the country; for example,
the prevalence of USSD codes and mobile phone penetration;

FSPs’ own strategic investment in this area pre-COVID, which was accelerated during the pandemic; and
Supportive policies by financial supervisors, in partnership with national authorities, for example, the policy
of ‘zero charge’ on mobile transactions in Rwanda and the regulatory sandboxes in Zambia.
The move from F2F to non-F2F delivery accentuates certain risks in the FSPs’ business models that financial
supervisors have to closely monitor and manage in the financial system. The main ones are AML/CFT, operational, and
cybersecurity risks. FSPs are aware of these risks, but they are also concerned with strategic risks and reduced profitability
amidst heightened credit risks in the economic downturn caused by COVID-19.
So far during the pandemic FSPs have not yet capitalized on the potential to expand outreach to financially excluded
groups – at least not in the near term. Although the move to non-F2F channels offered the possibility of reaching out
to financially excluded customer segments such as women and smallholder farmers in remote areas, and lowering costs
of delivery, thereby making it easier for the FSPs to take on potentially less profitable customers from excluded groups,
in practice this potential remains latent. Two major barriers exist: a) digital financial literacy of the potential customers
(demand side; and b) lack of trust in digital delivery of financial services.
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6.2 RECOMMENDATIONS FOR FINANCIAL SUPERVISORS
The recommendations presented here for financial supervisors are structured around their mandates in financial stability
and inclusion. While there may be some apparent tension between these two mandates, there are specific actions that
enable financial supervisors to meet financial inclusion objectives on the basis of sound management of prudential risks in
FSPs and overall financial stability.
Prudential objectives and financial stability
Financial supervisors should closely supervise the emerging risks in FSPs arising from the accelerated shift to non-F2F
services delivery. Financial supervisors should consider:
a. Increasing communication and sharing the supervisor’s risk assessment of emerging risks (AML/CFT, operational,
cybersecurity, etc.) during COVID-19 with FSPs.
b. Clearly setting out supervisory expectations to FSPs through rules or best practices guidelines on the enhanced
risk management measures that FSPs should take to ramp up non-F2F delivery of financial services during the pandemic.
Examples of areas for best practices guidelines include:
AML/CFT risk: where KYC documents are taken in non-F2F transactions (a more common practice during COVID-19),
setting out rules and guidance required in FSPs to mitigate AML/CFT risks (for example, requirement for multifactor
authentication for KYC).
Operational risk: setting out supervisory expectations of how FSPs should manage increased reliance on outsourcing
of key processes, such as customer onboarding to agents who are not employees of the FSPs. While use of agents is
generally provided for in the previous laws, care should be taken to ensure the accompanying regulations keep pace
with the changes to functions outsourced by FSPs to the agents during COVID-19.
Cybersecurity risks: reviewing cybersecurity rules on FSPs to keep pace with the increased digitalization of FSPs’
operations. This process is already underway in Rwanda and Zambia.
These guidelines should be supplemented by thematic reviews or inspections of FSPs on these emerging risks.
c. Enhancing information gathering for effective supervision of these delivery channels. Financial supervisors will
need to be confident that they know what delivery channels FSPs are using during COVID-19, and whether the information
they currently require from FSPs allow them to make a risk assessment of these delivery channels. Given that it may be
difficult to conduct onsite inspections during the pandemic, financial supervisors will have to invest more in digital data
collection, analysis, and use. While the use of supervisory technology and regulatory technology (SupTech and RegTech)
is still nascent in the three countries, financial supervisors highlighted this investment to be imperative.

Financial inclusion
Even while keeping a close eye on the risks, financial supervisors with financial inclusion mandates can still support
the potential offered by the shift to non-F2F delivery by FSPs to reach out to financially excluded groups, who most need
support in the economic downturn during the pandemic. Support from financial supervisors for national digital financial
literacy efforts can yield financial inclusion dividends in the long term as FSPs shift towards digital service delivery. In
particular, financial supervisors should consider:
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a. Working with other stakeholders on digital financial literacy: the more financially literate consumers
are, the better for financial inclusion and for the stability of the whole system and the use of innovative
methods, such as the ‘digital ambassadors’ in Rwanda;
b. Elaborating supervisory expectations on risk-based KYC for FSPs that facilitate the onboarding of
financially excluded groups as customers in the formal financial system through simpler KYC requirements
for these customers that pose low risk;
c. Strengthening consumer protection frameworks to safeguard the risks of consumers from vulnerable
groups, especially with increased use of non-F2F delivery and cybersecurity risks, which will engender trust
by these groups in the financial system;
d. Establishing regulatory sandboxes; for example, in Zambia and Rwanda to encourage innovations in
financial services delivery for excluded groups such as women; and
e. Creating regulatory environments that stimulate appropriate product innovation designed to meet the
needs of specific groups like smallholder farmers or women by removing any regulatory barriers to private
sector participants interested in serving these groups while maintaining appropriate supervisory oversight.
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Annex 1: TC Survey Respondents
TC gratefully acknowledges the responses from financial supervisors, financial service providers and consumer associations
in Rwanda, Sierra Leone and Zambia to the survey, and their time and cooperation in discussing the survey results with TC.
The survey respondents are listed in alphabetical order by country.

FINANCIAL SUPERVISORS
Rwanda
National Bank of Rwanda

Sierra Leone
Bank of Sierra Leone

Zambia
Bank of Zambia
Pensions and Insurance Authority of Zambia
Securities and Exchange Commission of Zambia

FINANCIAL SERVICES PROVIDERS
Rwanda
AB Bank Rwanda

Mobi Cash Ltd

Airtel Mobile Commerce Rwanda

Prime Life Insurance Ltd

Amasezerano Community Bank

Radiant Yacu Microinsurance Company

Association of Microfinance Institutions in Rwanda

Rwanda Bankers’ Association

Bank of Kigali

Rwanda Insurance Brokers Association

Banque populaire du Rwanda Plc

Sacco Rutunga

BRAC Rwanda Microfinance Company PLC

Sacco Seruka

CENTRIKA ltd

Sacco Umwalimu

Cogebanque Plc

UAP Insurance

Copedu Bank Plc

Umutanguha Finance Company Ltd

Duterimbe IMF PLC

Urewgo Bank Plc

Ecobank Rwanda

Vision Fund Rwanda

Equity Bank Rwanda

Zigama CSS Bank
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Sierra Leone
ACTB Savings and loans

Guarantee Trust Bank

Africell Sierra Leone

Lapo Microfinance Company SL

BRAC Sierra Leone Microfinance

Orange Mobile Finance (SL) Limited

Ecobank Microfinance SL Ltd

Salone Microfinance

Ecobank SL ltd

Zambia
AB Bank Zambia

Lusaka Securities Exchange Plc

ABC Asset Management Limited T/a Atlas Mara MicroLoan Foundation
(Fund Manager)
African Life Financial Services Limited (Fund Manager) MTN Zambia
Agora Microfinance

Pangaea Securities Limited (Broker)

Airtel Mobile Commerce Zambia

Prudential Life Assurance Zambia Ltd (Long term)

Ecobank Zambia

Sanlam Life Insurance Zambia

Finca Zambia

Stanbic Zambia

Hollard Life

Visionfund Zambia

Kazang Zambia

Zambia National Commercial Bank (Zanaco) Plc

Liberty Life Insurance

Zazu Africa

CONSUMER ASSOCIATIONS
Rwanda
Rwanda Consumer’s Rights Protection Organisation (ADECOR)

Sierra Leone
National Association of Farmers of Sierra Leone
Sierra Leone Chamber for Agribusiness Development
Sierra Leone Labour Congress

Zambia
Competition and Consumer Protection Commission
Zambia Chamber of Commerce and Industry
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Annex 2: TC Survey Instruments
ANNEX 2.1 SURVEY INSTRUMENT FOR FINANCIAL SERVICE PROVIDERS
Toronto Centre (TC) is conducting this research into the drivers of the disruption brought by COVID-19 in financial
inclusion activities in Rwanda, Sierra Leone, and Zambia. The research project considers the nature of the disruption,
the extent of the impact, and seeks to identify possible practical steps which will contribute to building resilience in
financial inclusion activities.
1. Name and contact details of person completing the form: (PLEASE NOTE THAT THESE DETAILS ARE REQUIRED
PRIMARILY TO FACILITATE EASE OF FOLLOW UP TO FILL IN INFORMATION GAPS AND ANY OTHER CLARIFICATIONS).

Name:
Designation:
Email address:
Contact number:
Name of institution:
Country:

2. From the two options below please select the one that best describes how your institution would like to be acknowledged
in the published study:
I agree for my institution to be listed in the Acknowledgements section of the published study in the published
study but NOT for specific responses to be attributed to my institution in the published study.
I agree for my institution to be listed in the Acknowledgements in the published study AND for specific responses
to be attributed to my institution in the published study.

3. When institution started operations? (Year):
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Background and Demographics: Institutional type and target customers
4. Please select the type of your institution from the list below:
Fintech

Insurance company

Pension funds

Rural/local banks

Government Financial
Institutions

Cooperatives of saving
and credit

Microfinance: Deposit
taking + credit only

Commercial/ private
banks

Telco/MNOs

Community Bank

Other (please specify):

Women

Small holder farmers

Rural households

Micro and small
enterprises

Small and medium
enterprises

Other (please specify):

Telco/MNOs

Community Bank

5. Indicate your target customers:
Youths

6. Indicate the geographical coverage:
Rural

Urban

Peri urban

Other (please specify):

7. Number of employees: Indicate the number of employees in your institution per category

Management level:

Field staff:

Supervisors:

Other:

Pre-Covid Services and Delivery Mechanisms: Nature of services delivered and delivery
mechanisms
8. Nature of services delivered BEFORE Covid: Select all applicable services you offered before Covid
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Microloans for business

Money transfers

Banking accounts

Microsavings

Microinsurance

Deposits

Consumption credit

Other (please specify):

9. Delivery mechanisms BEFORE Covid: Percent of services delivered through the channel of service delivery

Face-to-face in branches:

Partnerships:

Agents:

Mobile banking (on the
phone wallet):

Internet banking:

Other:

10. Delivery mechanisms AFTER Covid: Percent of services delivered through the channel of service delivery

Face-to-face in branches:

Partnerships:

Agents:

Mobile banking (on the
phone wallet):

Internet banking:

Other:

11. For agents, please specify the type of agents that you were using before Covid
Self mobilised agents for the FSP

Telcos agents handling more than one Telco business

Shared agents – handling more than just one FSP

Other (please specify):

Adaptation and Innovations: Adaptations and innovations to operations, on-boarding processes,
client services and products
12. What changes/adaptations did you make to your operations due to Covid?
Partnered with agents to make
face-to-face delivery happen at
local level

Installing processes for social
distancing and other Covid
protocols

Training staff in new ways
of operating and on Covid
protocols

Partnered with self-help groups
(ISAL, VSALs)

Closed down remote branches

None of the above

Other (please specify):

53

13. Following question 12 above, please explain in the space provided below, why you made the changes/ adaptations to
your operations.

14. What changes did you have to make to your on boarding process (acquiring new customers) due to Covid? (Please
explain.)

Introduced online new customer
registration services
Enlisted services of agents to identify
and pre-screen potential customers

KYC documents taken over the phone
Others (use space to add more changes)

None (please explain why)
15. What changes did you have to make to your client service due to Covid (withdrawals and deposits, statements,
complaints handling, etc.)? Please explain all the changes

16. What changes did you make to your products? (Tick all that apply.)
Increased withdrawal
limits

Decreased withdrawal
limits

Increased loan sizes

Reduced loan
sizes

Increase interest rates
on loans

Increase fees on loans

Increase loan terms

Closing dow
branches

Partnerships with VSLAs

Other (please specify):

Partnerships with village
banks
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17. Which of the following channels did you introduce due to Covid?
Face-to-face in branches

Agents

Mobile banking (on phone wallet)

Internet banking

Partnerships

Social media (WhatsApp, SMS, Facebook)

None of the above

Other (please specify):

18. In question 17 above, if you selected partnerships, please explain below what type of partnerships these were (specify the different partners you worked with).

19. For all the channels you selected in question 17, kindly explain why you chose to introduce those channels.

20. Changes in Target customers: Did you change the customer segments you were serving before Covid?
Yes 		

No

21. If you answered Yes to question 20, please specify the target groups you added or removed and why?

22. Changes in staffing requirements (skills, numbers), for example, if you had to reduce number of staff or train staff in
new skills etc.

23. What new innovations did you embark on in order to cope with Covid restrictions?
Introduced new products

Adopted new technologies

Introduced new delivery channels

Other (please specify):
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None

24. Please specify the innovations you highlighted in Q23 above.

New products introduced:
New technologies adopted:
New delivery channels introduced:
Other innovations introduced:
Challenges faced due to Covid: Challenges related to delivery mechanisms, general operations
and financial inclusion business strategy
25. What delivery mechanisms related challenges did you face due to Covid?
Face-to-face delivery model was
no longer practical due to
lockdown regulatory restrictions

No longer possible to do
ace-to-face group meetings

Portfolio deteriorated

Low demand for credit due to
low touch for clients

High demand for credit to cushion
against economic hardships

Nature of products
delivered had to change

Client desertion – with some
moving to other geographic
locations or sick

Other (please specify):

None of the above

26. What challenges related to your general operations did you face due to Covid?
Losing staff due to sickness
and death

Compliance to new Covid
restrictions making operations
more expensive

Limited liquidity as clients
were not paying on time

Adjusting working hours

New HR requirements and
working from home

Medical insurance for staff
and general staff health

Reduced profitability

Other (please specify):
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27. What new innovations did you embark on in order to cope with Covid restrictions?
Meeting strategic goals and targets

Shifting to profitable segments not necessarily
those financially excluded

Finding it difficult to serve financial
inclusion targets set by BoD

Other (please specify):

Risks posed by adaptations and innovations: Risks precipitated by adaptations in delivery
mechanisms
28. What risks have the adaptations in delivery mechanisms precipitated?
Innovations in delivery mechanisms have heightened the institution’s vulnerability to the following risks. Provide brief
description of this risk and why it has increased.
a. Describe how the risk has changed

Operational

Staff fraud risk:
Cyber security:
Technology:
Credit

Credit risk:
ALM

Liquidity risks:
Market/Price risk:
AML/CFT

KYC:
Suspicious transaction:
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Regulatory Risks

Compliance risk:
Reporting:
Conduct

Conduct risk:
Consumer risks:
Strategic

Profitability:
Reputational:
Competition:
Other (specify):

29. Following up to the previous question,
b. Which of the following risks have changed due to changes in delivery mechanisms? (Tick all that apply.)
Operational
Staff fraud risk:
Cyber security:
Technology:

AML/CFT
KYC:
Suspicious transaction

Credit
Credit risk:

Regulatory Risks
Compliance risk:
Reporting:

ALM
Liquidity risks:
Market/Price risk:

Conduct
Conduct risk:
Consumer risks
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Strategic
Profitability:
Reputational:
Competition:
Other (specify):

Impact of Covid on clients: Impact on clients, financial inclusion in general and on various
segments (e.g. women, youth etc.).
30. List ways in which the adaptations you made impacted on your clients (tick all applicable)
Clients ended up closing savings accounts

Too many dormant accounts after withdrawing the
bulk

Clients demanding more on loans

Clients changed their business model (e.g went
online)

Other (please specify):

Clients no longer requesting for loans or requesting
smaller amounts than before

31. Where clients have gone out of business, please indicate the challenges that drove them out of business?
Lack of access to credit

Lack of access to markets

Couldn’t sustain overheads due
to lack of production during the
lockdown

Other (please specify):

Lack of access to raw
materials as suppliers
closed down

32. In your own opinion, explain what has been the impact of Covid on access to financial services among the following
groups?

Women
Youth
SMEs
Rural
Smallholder famers
Others
33. Please share any other comments you have below:
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ANNEX 2.2 SURVEY INSTRUMENT FOR FINANCIAL SUPERVISORS
Toronto Centre (TC) is conducting this research into the drivers of the disruption brought by COVID-19 in financial
inclusion activities in Rwanda, Sierra Leone, and Zambia. The research project considers the nature of the disruption,
the extent of the impact, and seeks to identify possible practical steps which will contribute to building resilience in
financial inclusion activities.
1. Name and contact details of person completing the form: (PLEASE NOTE THAT THESE DETAILS ARE REQUIRED
PRIMARILY TO FACILITATE EASE OF FOLLOW UP TO FILL IN INFORMATION GAPS AND ANY OTHER CLARIFICATIONS)

Name:
Designation:
Email address:
Contact number:
Name of institution:
Country:
2. From the two options below please select the one that best describes how your institution would like to be acknowledged
in the published study:
I agree for my institution to be listed in the Acknowledgements section of the published study in the published
study but NOT for specific responses to be attributed to my institution in the published study.
I agree for my institution to be listed in the Acknowledgements in the published study AND for specific responses
to be attributed to my institution in the published study.

3. When institution started operations? (Year):

Background and Demographics: Institutional type and target customers
4. Please select the type of your institution from the list below:
Banking Supervisory
Authority

Consumer Protection
Authorities

Telecommunications
Regulatory Authority

Savings and Credit
Cooperative Society
(Regulatory Authority)

Insurance Supervisory
Authority

Other (please specify):

Pensions Supervisory
Authority

Data Protection Authorities
– (in the digital transaction space)
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5. Type of institutions supervised.
Fintech

Community banks

Pension funds

Rural/local banks

Commercial/private
banks

Government financial
institutions

Savings and Credit
Cooperative Society

Telco/Mobile Money
Operators

Insurance companies

Deposit-taking
Microfinance Institution

Credit-only
Microfinance Institution

Other (please specify):

6. Role played by Supervisory Authority in Financial Inclusion (please specify with your mandate):

Consumer protection:
Prevention of fraud:
Prevention of financial crimes:
Market development (encouraging
products to promote financial
inclusion):
Other (please specify):

Challenges faced by FSPs as perceived by supervisory authorities: Challenges faced by FSPs in
the delivery of financial services due to Covid: delivery mechanism related, financial inclusion
business strategy related etc.
7. What challenges has Covid-19 posed to your Authority’s mandate to increase financial inclusion? (Please elaborate.)
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8. What has been the impact of Covid-19 on Financial Inclusion on the following groups?

Women
Youth
SMEs
Rural
Smallholder famers
Other (please specify)
9. Following up to question 8 above, what actions are you taking as the Supervisory Authority to maintain the level of
Financial Inclusion and access by these groups?

Women
Youth
SMEs
Rural
Smallholder famers
Other (please specify)
10. In your view, what challenges are FSPs facing in their Financial Inclusion business strategies due to Covid-19 (Tick all that
apply.
Meeting strategic goals and targets

Shifting to profitable segments not necessarily
those financially excluded

Finding it difficult to reach financial
inclusion targets

Other (please specify):

11. From a Supervisory perspective, what challenges are FSPs facing in the delivery of financial services due to Covid-19?

Face to face delivery model was no
longer practical due to lockdown
restrictions
No longer possible to do face to
face group meetings
Portfolio deteriorated
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Low demand for credit due to low
touch for client
High demand for credit to cushion
against economic hardships
Nature of products delivered had to
chang
Client desertion - with some moving
to other geographic locations
or sick
Other (specify)
12. In your view, which of the following factors are negatively impacting on FSPs? (Tick all that apply.)
Losing staff due to sickness
and death

New HR requirements
and working from home

Compliance with new Covid
restrictions making operations
more expensive

Limited liquidity as clients were
not paying on time

Reduced profitability

Adjusting working hours

Other (please specify):

Changes in Financial Inclusion due to Covid: Changes observed by supervisory authorities
13. From a supervisory point of view, what changes in Financial Inclusion due to Covid-19 have you observed among FSPs?
Shifting to profitable
segments not
necessarily those
financially excluded

FSPs now offering more
consumer products (like
loans for consumption
purposes)

Finding it difficult to
serve financial
inclusion targets
set by BoD

FSPs pulling out of
serving excluded
groups e.g. rural
branches closing
down

Insurance products
undergoing review

Most FSPs using Digital
delivery mechanisms

Insurance products
undergoing review

Insurance health
products
expanded

Insurance health
products withdrawn

FSPs partnering with
non formal entities
like savings groups

FSPs focusing more
on specific products
e.g. expanding
agricultural credit

None of the above

Other (please specify):
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14. Which of the following challenges have you experienced as a supervisor due to changes in delivery mechanisms?
The pace of changes in the financial
sector is too rapid

Entry of new players in digital
space precipitated by Covid

FSPs introducing digital
delivery channels

New partnerships emerging between
FSPs and other stakeholders that are
not supervised by our authority

FSPs changing delivery
channels

Other (please specify):

Impact of Covid on delivery channels: Effectiveness of each delivery channel and type of FSP
that use the delivery channel
15. Please indicate how the impact of Covid-19 has affected each of the following delivery channels below.

Face-to-face in branches:

Internet banking:

Agents:

Partnerships (specify
which partners):

Mobile banking (on the
phone wallet):

Other (specify):

16. How effective are the following delivery channels in light of Covid-19?

Face-to-face in branches:

Internet banking:

Agents:

Partnerships (specify
which partners):

Mobile banking (on the
phone wallet):

Other (specify):

17. Of the FSPs that you supervise, please indicate which FSPs use the delivery channels listed below.

Face-to-face in branches:

Internet banking:

Agents:

Partnerships (specify
which partners):

Mobile banking (on the
phone wallet):

Other (specify):

18. What adaptations/innovations did FSPs make in response to Covid-19 (this may be related to products, delivery
channels, operations, business models, etc.)?
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Risk profile before and after Covid: Risk management implications from a supervisory authority’s perspective
19. Risk management implications from a supervisory authority’s point of view.
Implications of innovations: In your view which risks have heightened as a result of innovations in delivery mechanisms
by FSPs? (Please describe how this risk has changed)
Operational

Staff fraud risk:
Cyber security:
Technology:
Credit

Credit risk:
ALM

Liquidity risks:
Market/Price risk:
AML/CFT

KYC:
Suspicious transaction:
Regulatory Risks

Compliance risk:
Reporting:
Conduct

Conduct risk:
Consumer risks:
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Strategic

Profitability:
Reputational:
Competition:
Other (specify):
20. For the risks you described in question 19 above, please specify which type(s) of FSPs were mostly affected by the
changes in the risk profiles?
Operational

Staff fraud risk:
Cyber security:
Technology:
Credit

Credit risk:
ALM

Liquidity risks:
Market/Price risk:
AML/CFT

KYC:
Suspicious transaction:
Regulatory Risks

Compliance risk:
Reporting:
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Conduct

Conduct risk:
Consumer risks:
Strategic

Profitability:
Reputational:
Competition:
Other (specify):

21. For the risks you described in question 19 above, has the change in the risk profile been due to innovations in FSPs
delivery channels (Yes or No)?

YES

NO

Credit
Credit risk:
Operational
Staff fraud risk:
Cyber security:
Technology:
AML
Liquidity risks:
AML/CFT
KYC:
Suspicious transactions:
Regulatory
Compliance risk:
Reporting:
Conduct
Conduct risk:
Consumer protection:
Strategic
Profitability:
Reputational:
Competition:
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N/A

22. For risks which emanate from delivery channel innovations by FSPs described in question 19 above, what regulatory
or supervisory actions are you taking to monitor these risks?
Operational

Staff fraud risk:
Cyber security:
Technology:
Credit

Credit risk:
ALM

Liquidity risks:
Market/Price risk:
AML/CFT

KYC:
Suspicious transaction:
Regulatory Risks

Compliance risk:
Reporting:

Conduct

Conduct risk:
Consumer risks:
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Strategic

Profitability:
Reputational:
Competition:
Other (specify):
23. Please share any other comments you have below:
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ANNEX 2.3 SURVEY INSTRUMENT FOR CONSUMER ASSOCIATIONS
Toronto Centre (TC) is conducting this research into the drivers of the disruption brought by COVID-19 in financial
inclusion activities in Rwanda, Sierra Leone, and Zambia. The research project considers the nature of the disruption,
the extent of the impact, and seeks to identify possible practical steps which will contribute to building resilience in
financial inclusion activities
1. Name and contact details of person completing the form: (PLEASE NOTE THAT THESE DETAILS ARE REQUIRED
PRIMARILY TO FACILITATE EASE OF FOLLOW UP TO FILL IN INFORMATION GAPS AND ANY OTHER CLARIFICATIONS)

Name:
Designation:
Email address:
Contact number:
Name of institution:
Country:

2. From the two options below please select the one that best describes how your institution would like to be acknowledged
in the published study:
I agree for my institution to be listed in the Acknowledgements section of the published study in the published
study but NOT for specific responses to be attributed to my institution in the published study.
I agree for my institution to be listed in the Acknowledgements in the published study AND for specific responses
to be attributed to my institution in the published study.

Background: Institutional demographics
3. When institution started operations? (Year):
Name of institution:
Year it started operations:
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4. Institutional type.
Voluntary Association

Non-governmental Organization

Private

Other (please specify):

5. Legal status.
Informal – voluntary

Formally registered as NGO

Private enterprise

Other (please specify):

6. Affiliation.

Supervisory authority
Consumers’ International
Organizations:
7. Who are the members or persons your are representing?

8. Which sectors do you cover (trade, agriculture, mining, etc.)?

9. Which country do you operate in?
Rwanda
Sierre Leone
Zambia
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Services offered
10. Following up to question 8 above, what actions are you taking as the Supervisory Authority to maintain the level of
Financial Inclusion and access by these groups?
Information dissemination

Representation and advisory
services

Awareness campaigns

Enforcement of laws and
regulatory standards

Formulating and setting
standards

Represent members in
government institutions

Dialogue and consultation

Protection and promotion of
consumers’ rights

Other (please specify):

11. From the list of delivery channels below, please specify the percentage of services that you delivered through that
specific channel of delivery before Covid-19?

Information seminars and
meetings
Magazine and information
bulletin
Use of Social Media:
Other (specify):
12. From the list of delivery channels below, please specify the percentage of services that you delivered through that
specific channel of delivery during Covid-19?

Information seminars and
meetings
Magazine and information
bulletin
Use of Social Media:
Other (specify):
13. Did your association change delivery channels due to Covid-19?
Yes
No
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14. If you answered Yes to Question 12, kindly describe how your association changed delivery channels due to Covid-19.

Impact of adaptations/changes due to Covid on members: How members were impacted and
impact on different segments
15. How have the changes/adaptations made by Financial Services Providers affected or impacted your members? (Tick all
that apply)?
Members ended up
closing savings
accounts

Members no longer
requesting for loans or
requesting smaller
amounts than before

Members demanding
larger loans amounts

Members requesting
smaller amounts
than before

Surge in demand for
loans by members

Members changed their
business model (e.g going
online)

None of the above

None of the above

Other (please specify):

16. Which of the following challenges have you experienced as a supervisor due to changes in delivery mechanisms?

Lack of access to
credit:
Lack of access to
markets:
Lack of access to raw
materials as suppliers
closed down:
Couldn’t sustain
overheads due to
lack of production
during the lockdown:
Other (please specify):
None of the above:
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17. Please describe in the space provided, the impact of Covid-19 on Financial Inclusion in general on the groups listed
below.

Women
Youth
SMEs
Rural
Smallholder famers
Other (please specify)
Challenges faced by consumers: Delivery channels related challenges and member services
related
18. Which of the following challenges faced by members in accessing financial services due to Covid-19 were related to
FSPs delivery mechanisms? (Tick all that apply.)
Couldn’t get loans due
to the lockdown

Repayment modalities
became a challenge

Lack of access to
markets due to lockdown

Other (please specify):

Couldn’t apply for loans
as FSP branches
were closed

19. What other challenges were faced by your members due to Covid-19? (Tick all that apply
Lack of access to
markets due to lockdown

Lost staff due to Covid

No access to raw materials/
stock as supplier closed
down

Other (please specify):

Lost operating space due
to failure to pay rent

Coping Strategies: How members are managing the negative impacts of Covid
20. What are the coping strategies that were employed by members? (Tick all that apply.)
Submitted online
loan applications

Organizing themselves
to create member
based financial services

Managed to borrow
from family and
friends

Saving at home

Scaled down operations

None of the above

Other (please specify):
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Managed with what
they had

21. What are the challenges faced by consumer associations like yourselves, due to Covid-19? (Tick all that apply.)
Members failing to pay
subscription fees

Unorganised consumer
market

Weak representation

Other (please specify):

22. Please share any other comments you have below:
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Lack of funding

Inadequate services

Annex 3: Country Characteristics And Financial
Sectors
Countries
Sierra Leone

Rwanda

Demographics

Rwanda is a landlocked country located
in the Central/East African region. It has
a population of 12.6 million as at 2019
(49.15% male and 50.85% female).
According to a 2020 Finscope Survey,
93% of Rwandan adults are financially
included (77% included formally).
(Formal financial inclusion refers to
access to financial services through
formal FSPs that are regulated or supervised e.g. MFIs and banks. Informal
financial inclusion on the other hand
refers to access to financial services
through informal FSPs, which are
usually not regulated or supervised.)

Covid-19
Statistics

As at 16 June 2021, there have been As at 16 June 2021, there have been
28,912 confirmed Covid-19 cases, with 4,449 confirmed Covid-19 cases,
372 deaths in Rwanda - WHO.
with 82 deaths in Sierra Leone WHO.

FSPs serving
Vulnerable
Groups

FSPs serving
Vulnerable
Groups

· Banks

· MFIs

· SACCOs

Sierra Leone is a West African Country,
on the Atlantic Ocean. It has a
population of 7.8 million as at 2019
(49.8% male and 50.1% female).
According to a 2019 UNCDF report,
20% of Sierra Leoneans were financially included.

Zambia
Zambia is a landlocked country
located in Southern Africa. It
has a population of 17.8 million
as at 2019 (49.5% male and
50.5% female). According to a
2020 Finscope Survey, 61.3%
of Zambian adults are formaly
included, whilst 32.3% are informally included. (Formal financial
inclusion refers to access to
financial services through formal
FSPs that are regulated or
supervised e.g. MFIs and banks.
Informal financial inclusion on
the other hand refers to access
to financial services through
informal FSPs, which are usually
not regulated or supervised.)
As at 16 June 2021, there have
been 115,824 confirmed Covid-19 cases with 1,444 deaths
in Zambia - WHO.

Rwanda

Sierra Leone

Zambia

The various categories of FSPs in
Rwanda have been making efforts to
serve vulnerable groups (in this case,
vulnerable groups refer to those groups
who have difficulty accessing financial services e.g low income earners,
youth, women, rural population). For
instance, banks have different programs
targeting vulnerable populations, such
as products for students, and women.
Another vulnerable group is the rural
population who are being reached
through the Umurenge SACCO program
which was established to boost rural
savings and loans.

Mobile network operators are among
FSPs that have been reaching
vulnerable groups in Sierra Leone.
Unlike traditional methods of financial
service delivery, having a mobile
wallet comes at a low cost as fees
are lower, and the only documentation needed for this in Sierra Leone
is a valid identification document
and a registered SIM card. This has
increased reach to vulnerable groups
who previously faced barriers to
accessing financial services due to
inadequate onboarding documents
e.g. payslips which was excluding
the unemployed. Examples of MNOs
are Africell and Orange Money.

Among others, MFIs are one of
the categories of FSPs serving
vulnerable groups. One of the
models being used is the group
lending and savings model.
Here, individuals who previously
could not qualify for loans due
to lack of collateral or required
documents can access loans as
group members can use peer selection and joint liability to qualify
for a loan. One of the MFIs providing this is Finca Zambia.

12 licensed commercial banks, including Bank of Kigali, Ecobank Rwanda,
and Access Bank.

14 commercial banks in Sierra Leone,
including, Ecobank Sierra Leone
Ltd, Standard Chartered Bank Sierra
Leone, Guarantee Trust Bank (SL)
Limited (Source - BSL)

19 commercial banks in Zambia,
including AB Bank Zambia,
Access Bank Zambia, and
Ecobank Zambia (Source -BOZ)

19 MFIs including BRAC Rwanda,
Vision Fund, and Vision Fund.

36 MFIs in Sierra Leone (32 creditonly, 4 deposit-taking) including
Lapo Microfinance, Salone Microfinance, BRAC Microfinance.

34 MFIs in Zambia (27 nondeposit taking, and 7 deposit
taking) including Agora Microfinance ltd, ASA Microfinance,
FINCA Zambia ltd

Widespread total of 457 SACCOs,
including Urwego Sacco, Sacco
Rutunga, and Umwalimu Sacco
(Source - NBR)

There is a large number of SACCOs
in Sierra Leone. They fall under the
Not very active in Zambia at the
category of informal financial service moment.
providers.
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Countries
Sierra Leone

Rwanda
· Fintechs

· Telcos

·Insurance
companies

Use of Mobile
Money

· Services

· Reach to rural
areas

· Reach to
vulnerable
groups

· Dormant
accounts

44 fintech companies in Rwanda, 24
of these are headquartered in Rwanda.
These include Centrika Ltd, Leaf Global
Fintech, Gcom Rwanda, and Mobi
Cash.
3 telcos in Rwanda - MTN Rwanda,
Airtel Rwanda and Tigo Rwanda.

14 licensed insurers in Rwanda,
including Prime Insurance, Radiant
Insurance and UAP insurance.

Some of the Fintechs in Sierra
Leone are Splash Mobile Payments,
Mosabi.

Most Rwandans in rural areas access
financial services through SACCOs.
A research by Kamande etal. (2021),
on the use of mobile money services
among Tea SACCOs found that mobile
phone usage among reseach participants is still quite low, and also found
that male respondents had better
access to mobile money services. (Tea
SACCOs are SACCOs for farmers and
pickers working on tea farms.)

Vulnerable groups in financial inclusion are those groups that have
difficulty accessing financial services,
for instance the poor, less educated,
youth, women and the unemployed.
Mobile money is more accessible to
these individuals in Rwanda because
it lifts some of the barriers to financial services - it has lower operating
and transacting fees, lower minimum
balance required, less KYC documentation requirements. It is also available
in places where FSPs may be reluctant
to set up branches.

No information available.

25 Fintechs in Zambia as at
2020 which include Zoona,
Zazu, Jumo, and Kazang.

5 telcos in Sierra Leone - Airtel SL, 3 telcos in Zambia - MTN
Africell, Orange SL, SMART Mobile Zambia, Airtel and Zamtel.
and Sierra Tel.
9 insurance companies in Sierra
Leone, including Activa Insurance,
Sierra Leone Insurance Company,
Aeurol Insurance.

30 insurance companies in Zambia
(9 life, 21 non-life), including
Prudential Life Assurance,
Liberty Life Insurance and
Sanlam Zambia

Sierra Leone

Zambia

Rwanda
Mobile money users have access to
depositing and withdrawing money,
paying utility bills, buying goods and
services, push/pull from bank to money
mobile money, ATM integration with
banks, buying airtime and data bundles,
cross border mobile remittances,
micro-loans and insurance cover.

Zambia

Mobile money users can make money
transfers, bill payments and top-up
airtime from their mobile phones.
They can also withdraw deposits
and transfer funds from their bank
accounts using mobile wallets.

Mobile money reach to rural areas is
challenged because a considerable
number of families or individuals in the
rural areas have no access to mobile
phones. In some cases mobile money
reaches these groups through FSPs
who have individuals on the ground
facilitating payments for the clients.

Mobile money users can send
and receive money to and from
any mobile number within the
country, and they can transfer
money from their mobile wallets
to bank accounts. They can also
make bill payments, and access
loans, savings and international
remittances through mobi
le money platforms. Money can
also be sent and received through agents across the country.
Mobile money is the route most
Zambians living in rural areas opt
for to access financial services.
A 2018 article by Daily Mail
Ltd Zambia states that this is
because mobile money is more
convenient and more accessible
to them than regular banks. In
2018, there were only two banks
in Katete (a rural area in Zambia)
versus 50 mobile money booths
(Daily Mail Ltd Zambia 2018).

Vulnerable groups in financial
inclusion are those groups that
have difficulty accessing financial
services, for instance the poor, less
educated, youth, women and the
unemployed. Mobile money is more
accessible to these individuals in
Sierra Leone because it lifts some of
the barriers to financial services - it
has lower operating and transacting fees, lower minimum balance
required, less KYC documentation
requirements. It is also available in
places where FSPs may be reluctant
to set up branches.

Vulnerable groups in financial
inclusion are those groups
that have difficulty accessing
financial services, for instance
the poor, less educated, youth,
women and the unemployed.
Mobile money is more accessible to these individuals in
Zambia because it lifts some of
the barriers to financial services - it has lower operating and
transacting fees, lower minimum
balance required, less KYC
documentation requirements. It
is also available in places where
FSPs may be reluctant to set up
branches.

Number of registered digital financial
service accounts - 6,222,277 and
1,370,374 active accounts as at Dec
2019 (UNCDF 2020), meaning there
were 4,851,853 inactive accounts.

In Zambia, everyone with a SIM card
automatically opens a mobile wallet
as well due to changes in regulation
by the Bank of Zambia in 2016 (Cenfri
2019). In 2018 there were 4.3 million
active accounts versus 16.5 million
registered accounts (UNCDF 2019).
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Countries
Sierra Leone

Rwanda
According to BNR Annual Report (2019· Number of
2020), “during the year 2019-2020
accounts
the number of active mobile payment
(before Covid-19 services increased by 31% to 15 miand during)
llion subscribers due to the increased
adoption of cashless means of payment
during the lockdown period.”

· Volume of
transactions
(before Covid-19
and during)

According to BNR Annual Report (20192020), the volume of transactions rose
from 333 million in 2019, to 504 million
in June 2020, “because most digital
payment services were free of charge
to facilitate electronic payment during
the Covid-19 lockdown.”

Use of Mobile
Money

· Penetration
levels (access)

Number of registered digital financial
service accounts - 6,222,277 and
1,370,374 active accounts as at Dec
2019 (UNCDF 2020).

Zambia
According to Zambia’s National Payment Systems Annual
Report, there were 14,119,115
mobile money subscribers in
2019 of which 4,852,040 were
active subscribers. Fincscope
2020 survey reports that in
2020; 58.5% of Zambian adults
were using mobile money.

Volume of transactions made on digital financial service accounts totalled
10,822,705 as at Dec 2019 (UNCDF
2020).
552 million transactions in 2019.

Rwanda

Sierra Leone

Agents are used throughout Sierra
Leone to provide more convenient access to financial services to all Sierra
Agents are used widely in Rwanda,
Leoneans, including those that have
and they are used to help commercial
banks to increase their outreach without no access to formal bank accounts. A
2020 article by UNCDF reported that
incurring additional costs of setting
only MNOs were using agent networup physical branches. Mobile money
operators, banks, MFIs, Insurance com- ks, although with agency banking
panies use agents to reach their clients regulations having been approved in
Jan 2020, other FSPs would now be
(in additional to traditional methods).
able to have agent networks as well.
Clients can make cash-in/cash-out
Agents provide access to P2P transtransactions, person-to-person (P2P)
transfers, mobile phone airtime purcha- fers, cash-in/cash-out transactions,
ses and bill payments at agent booths. airtime purchases, merchant payments, bill payments, wallet to bank,
and bank to wallet transfers.

Zambia

Agents are used throughout
Zambia, and they can be found
at almost every corner of popular
streets. They were introduced
as a way to increase financial
inclusion in Zambia. Agents
provide access to cash deposits,
withdrawals, money transfers, bill
payments, savings and loans.

· Type of agents

Bank agents, Mobile money agents

Mobile money agents

Bank agents , Mobile money
agents, MFI Express Agents

· Growth in
agent networks

NA

Annual growth of 76% in active
agents as at Dec 2019 (UNCDF
2020)

Annual growth rate in active
agent network of 93% in 2019
(UNCDF 2020)

· Number of
agents before
Covid-19 and
during

Mobile operators agents “increased
by 9% from 102,181 in June 2019 to
111,422 agents in June 2020” (BNR
Annual Report).

· Agents per
100,000
population

1143 mobile agent outlets per 100,000
adults (Financial Access Survey, 2017)

Number of active agents per
100,000 adults - 233 as at Dec 2019
(UNCDF 2020)

926 active agents per 100,000
adults as at Dec 2019 (UNCDF
2020)

5.32 commercial bank branches and
5.04 ATMs per 100,000 adults as at
2019 (World Bank)

Less than 2.65 commercial bank
branches and 0.36 ATMs per
100,000 pop as at 2012 ( World
Bank)

3.29 commercial bank branches
and 10.14 ATMs per 100,000
adults as at 2019 (World Bank)

· Branches per
100,000 pop

18,295 mobile money agents as at
December 2019 (UNCDF 2020)
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141,398 registered digital financial services (DFS) agents as at
Dec 2019 (UNCDF 2020). (DFS
include MNOs, Banks, MFIs,
third-parties)

Barriers to
Financial
Inclusion

· Distance

· Affordability

Rwanda

Zambia

There are significant differences in the
average time it takes to access financial
services in different provinces and
districts. Adults living in Kigali (capital
of Rwanda) are closer to most financial
services, than those in other provinces.
In Ngororero (town in Rwanda), it takes
on average 50 minutes to get to any
financial institution (Finscope Survey
Report 2020).

Many Sierra Leoneans live far away
from bank branches, and travelling
to banks is costly and time consuming for them. In addition to being
an inconvenience to visit physical
branches, it may be unsafe to carry
cash with them due to crime rates.
On the banks’ side, because of the
widespread of small communities
in densely remote areas, setting up
brick and mortar branches is costly
and unsustainable (Bank Genie 2020)

Opening a bank account in Rwanda
usually has a start up account opening cost and it is higher for business
accounts. United Nations Rwanda lists
lack of money and collateral as one
of the main barriers for opening up a
bank account. The National Financial
Inclusion Strategy for Rwanda has
making financial services accessible
and affordable to all Rwandans as one
its main objectives.

World Bank Group (2017) reported that 31% of Zambian adults
with no formal account cited
not having enough money as
the main reason for not having
World Bank (2017) reported that
28.5% of Sierra Leoneans without a a formal account, whilst 17%
cited the cost being too high as
financial institution account cite financial services being too expensive their reason. Transaction limits
and cash shortages also make
as their main reason for not having
it difficult for agents to serve all
an account.
clients. A 2019 article by Finca
reported that on average, 20
clients in rural Zambia were denied service as a result of cash
shortages daily.

Most banks in Rwanda require Identity
verification i.e. national ID, passport or driver’s license, and they also
require full name of the client, and
·Documentation proof of address usually in the form
of a current utility bill, a recent bank
- KYC
statement that shows the address or a
document issued by the government.
Mobile KYC: Airtel - Registered SIM
card, National ID/ National Passport
TigoCash - Tigo SIM and valid ID (national ID or passport)
Mobicash - ID, application form, phone
number, fingerprint

· Lack of trust

Countries
Sierra Leone

Sierra Leone has tiered KYC
into three levels based on income: low, medium and high. KYC
for low income groups is referred to as simplified KYC, and
KYC for high income groups is
referred to as enhanced KYC.
Mobile KYC: Orange money
- valid identity card or passport, and an Orange simcard.
Africell - identification with a valid
picture e.g. voter’s card, passport,
driving permit, student ID.

15% of Zambians with no formal
accounts cited distance (“too
far away”) as the main reason
for not having an account (World
Bank, 2017). Zambia covers an
area of 752,618 km². The distance from the capital city Lusaka,
to Mpungulu, the farthest major
town from Lusaka is 1,074
kilometres.

Most banks in Zambia require
two passport-sized photos,
identity verification, proof of
residence, and letter of introduction from employers or from
an existing account holder with
that bank. The Bank of Zambia
requires that FSPs maintain full
KYC for normal accounts and
use scaled-down KYC requirements for accounts on digital
platforms such as mobile money
linked to low value accounts.
Mobile KYC: Zambian national
registration card, drivers license
or passport and an active SIM
card.

Lack of trust in financial institutions constrains the ability
and willingness of consumers
to leverage financial products
and services, lack of trust and
Trust in digital financial services is
confidence in formal financial
still low particularly in rural areas and
institutions has been identified
in populations with lower education
United Nations Rwanda lists lack of
trust in FSPs as one of the main barriers levels. Those who trust digital financial as one of the main causes for
financial exclusion in Zambia
services trust them with smaller
for opening up a bank account.
(Zambia National Financial
amounts, and still resort to cash or
physical branches for larger amounts Inclusion Strategy 2017-2022).
According to a 2017 World Bank
(UNCDF 2019).
report, approximately 14% of
unbanked adults in Zambia cite
lack of trust as their main reason
for not having a bank account
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· Other informal
financial
services used

Rwanda

A savings group is a group comprised
of a certain number of people, usually
5-25 members with set rules about
savings and borrowing. These groups
also provide social insurance. Common Savings groups in Rwanda are
·Savings Groups Village Savings and loan associations
(VSLAs). According to a 2017 report by
Care International, 77% of VSLA group
members are women. The groups have
25-30 members who meet to save and
borrow money. These groups now have
linkages to formal FSPs, as members
can now create bank accounts, keep
savings in bank accounts, and have
access to bigger loans.

· Financial
Supervisory
Structure

Countries
Sierra Leone

Zambia

The most common types of
savings groups in Zambia
are “Chilimbas”, and savings
groups (SGs). A Chilimba is a
club consisting of 3 or more
Common types of savings groups in
people, who rotate savings and
Sierra Leone are Osusu groups Financial Services Associations (FSAs). borrowing amongst themselves.
This rotation is done in a predeOsusus are informal savings groups
termined order. Savings groups
where members put in savings, and
take turns in distributing the accumu- are self-managed and usually
have 10-25 members. The
lated savings. FSAs are registered
with the ministry of social welfare and groups gather the savings and
use these to create a loan fund
their main aim is to enable the rural
(FSD Zambia). FSPs also use
poor population to have access to
these group models to provide
a wider range of financial services .
financial services, for instanFSAs are established at community
level and are managed by community ce, Finca Zambia has village
members that buy shares in the FSA banking and small group loan
programs which allow groups of
(IFAD).
low-income entrepreneurs ranging from 4-25 people, to come
together and guarantee one
another’s loans, with no need for
collateral.

Rwanda

Sierra Leone

Zambia

· Bank
supervisor

National Bank of Rwanda

Bank of Sierra Leone

Bank of Zambia

· Insurance
supervisor

National Bank of Rwanda

Sierra Leone Insurance Commission

Pensions and Insurance
Authority

National Bank of Rwanda

Bank of Sierra Leone

National Bank of Rwanda

Bank of Sierra Leone, National
Telecommunications Commission
(NATCOM)

· Securities and
capital markets
supervisor
· Digital money
regulatory
framework
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Securities and Exchange
Commission
Bank of Zambia
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