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	Project Title:
	Initiation of implementation of the Integrated National Financing Framework in Ethiopia: setting up coordination mechanisms and leveraging risk-informed and gender-responsive finance for peace and resilience 

	UNSDCF Pillar:
	People
Prosperity

	UNSDCF 2020-2025 Outcomes: 	
1) All people in Ethiopia enjoy the rights and capabilities to realize their potential in equality and with dignity. 
2) All people in Ethiopia live in a cohesive, just, inclusive and democratic society. 
3) All people in Ethiopia benefit from an inclusive, resilient and sustainable economy. 
4) All people in Ethiopia live in a society resilient to environmental risks and adapted to climate change.

	Expected CPD 2020-2025 Output: 
1) Output 1.2.1: Country's institutions, systems, or stakeholders have capacities to support the fulfilment of national and internationally ratified human rights obligations.
2) Output 1.5 Federal, Regional and subregional capacities strengthened for reintegration, reconciliation, prevention and peaceful management of conflicts.  
3) Output 2.2: Marginalized groups, particularly the poor, women, persons with disabilities, IDPs and SGBV victims are recovered, empowered to access sustainable livelihoods and durable solutions.		

	Expected outcome of the Initiative: 
1) Innovative financing   options explored to implement the Ethiopian Integrated Sustainable Financing Strategy 
2) Financing frameworks designed and implemented to address financing gaps of the MSMEs 
3) Fiscal space and investment improved in fragile, and conflict affected areas 
4) Investments in fragile and crisis contexts are de-risked

	Implementing Partners:
	1. Ministry of Finance
2. Regional Bureau of Finance (Afar, Amhara and Tigray)





	Brief Description of the Initiative
This proposal, falling under the UNDP’s Finance for Peace (Fin4Peace) flagship initiative of the Governance, Peacebuilding, Crisis and Resilience (GPCR) Funding Window, will contribute to UNDP’s work to ensure that all countries are able to leverage and align sustainable finance to anticipate, prevent, respond to, and recover from crises, while fostering environmental sustainability, promoting gender equality and ensuring no one is left behind. This work bridges humanitarian, development, peace, and climate efforts. 
Specifically, the initiative will support efforts to leverage new sources of finance in Ethiopia and ensure that these resources are used in ways that contribute to peace, resilience and sustainable development. The proposal will serve to launch and initiate the implementation of the recently completed Ethiopian Integrated Sustainable Financing Strategy (E-ISFS), which aims at diversifying and expanding options for the country to sustainably finance its national development, resilience building and peace consolidation priorities, in line with its national development plans. This may include exploring ways to increase financing available for durable solutions for internally displaced persons (IDPs), as an important element in maintaining peace and fostering development.
The implementation of the E-ISFS will translate in the setting up of an Integrated National Financing Framework (INFF) in the country. In addition, the initiative will strengthen ongoing work of the UNDP Ethiopia Country Office in facilitating access to finance to Micro, Small and Medium Enterprises (MSMEs) – with a focus on those runs by women and vulnerable groups – which is one of the areas of action of the E-ISFS. The project aims then to test the initiation of the implementation of the INFF methodology in a complex context characterized by the simultaneous existence of humanitarian, peacebuilding, macro-economic social protection, resilience building and longer-term development challenges. 
Through this intervention, UNDP aims to support the adoption and implementation of the E-ISFS 2024-2030 to be increasingly risk-informed and crisis-sensitive. The project aims to build adequate, risk-informed public and private financing which is essential for risk and crisis management and promotion of sustainable development. While Output 1 is fully dedicated to supporting the Ministry of Finance (MoF) in the implementation of the INFF, Output 2 focuses on enhancing the livelihoods of displacement-affected communities which will be jointly implemented by UNDP and the relevant regional bureaus, who are also signatories to this Annual Work Plan (AWP).There are three ways in which UNDP’s work on financing in contexts like Ethiopia does this. 
a. Leveraging and aligning financing allows for increased investment that is critical in preventing and responding to crises and getting back on track towards the SDGs. 
b. Strengthening country financial systems to be resilient. 
c. Financing processes are an important enabler in addressing root causes. 

	UNSDCF Programme Period:	         2020-2025
Key Result Area (Strategic Plan):      _________
Atlas Award ID:	                         --------
Start date:        	                              01/04/2025
End Date:                                          31/03/2026
Implementation Modality:        CO Assisted NIM
	GC  2025, Budget	                    373,737.50
Total resources required                373,737.50
Total allocated resources:          
· Regular (TRAC):           
· Fin4Peace, Funding Window:      373,737.50
· Other:                                     
* In-kind                  
* Government    	_________



Agreed by: 
Ministry of Finance:									Date:


Afar Bureau of Finance:								Date:


 
Amhara Bureau of Finance:								Date:



 Tigray Bureau of Finance and Resource Coordination:  	            	 		Date:


UNDP:											Date:





I. Context Analysis
Persistent poverty and inequality, deadly conflicts, gender-based violence, the climate emergency, rising inflation, and debt distress threaten Sustainable Development Goal (SDG) progress and are leading to an increase in the number of countries characterized as crisis-affected. In a world facing unprecedented risk, Ethiopia is vulnerable to becoming trapped in a crisis cycle. The country has been affected in the last years by a series of concomitant crises (Covid-19 pandemic, armed conflict, persistent drought and floods, macro-economic imbalances, locust invasion) in the last years that have resulted in a significant increase in the number of IDPs and humanitarian and social protection costs. Within this context there is a need to diversify and expand sources of finance – domestic and foreign, public and private – to address not only humanitarian but also peace consolidation, resilience building and longer-term development challenges. Significantly increased investment is needed to address the root causes of fragility and crisis, manage risk, and accelerate the implementation of the SDGs.
Ethiopia has experienced conflict and protracted crises and faces recurrent climate-related disasters, requiring increased financing for ongoing recovery and reconstruction efforts, as well as the need to invest in resilient systems and infrastructure that will allow for effective management of future risks and shocks.
The country is addressing the complex humanitarian and development challenges stemming from climate-related hazards, including drought, flooding, and disease outbreaks, alongside the impacts of conflict and insecurity. These factors have led to widespread displacement and heightened vulnerability, creating significant demands on essential services, social support, and resilience systems. Addressing the needs of Internally Displaced Persons (IDPs) is central to advancing sustainable peace, stability, and development.
Conflicts and disasters would affect social cohesion as it would increase social cohesion due to increased marginalization, stigmatization, and discrimination. Furthermore, livelihood coupled with security issues can reduce access to markets and land, disruption of the labour market, increase in prices, has been hindered. Importantly, sharply defined gender roles in small and remote areas leave a double burden to females within displaced communities. Supporting the livelihoods of IDPs and returnees in Afar, Amhara, Tigray and Somali Region by supporting progress towards durable solutions is essential. This would include vulnerable women, youth and those affected by gender-based violence (GBV). 
Despite the high number of IDPs and increasingly protracted nature of displacement in the country, efforts have been made to foster conditions to provide comprehensive preventive and development response actions at all levels. However, it is not sufficient to address the needs of the affected communities. Since 2019, Ethiopia has engaged in different initiatives that promote policies and structures towards creating an enabling environment for government, the UN, NGOs, and donors to work collaboratively to achieve durable solutions.
In November 2024, Ethiopia made another remarkable progress that shows the government commitments in shifting from immediate relief efforts towards durable solutions that foster sustainable recovery, reintegration, and resilience for affected populations by launching the national solutions pathway to internal displacement. This national farmwork encompasses comprehensive, sustainable, and principled approaches that not only address the urgent needs of displaced communities but also support long-term recovery.
In this context, the Ethiopia Integrated National Financing Framework: E-ISFS, 2024-2030 sets out how to leverage new sources of financing and align all sources of financing for priorities across the Humanitarian-Development-Peace (HDP) Nexus, including the Three-Year Development and Investment Plan, the Homegrown Economic Reform Programme 2.0, the Cessation of Hostilities Agreement and the Disaster Risk Management Strategy, as well as work towards for durable solutions to internal displacement. 
[bookmark: _Hlk183079137]Through this intervention, UNDP aims to support the government to adapt the Development Finance Assessment (DFA) and Integrated National Financing Framework (INFF) methodologies to be increasingly risk-informed and crisis-sensitive. This will build on the ongoing experiences of Ethiopia in using DFA and INFF processes to design and execute financing strategies that link humanitarian, development, peace, and internal displacement plans with financing sources.
This project is financed from the Fin4Peace flagship initiative of the GPCR Funding Window, which will contribute to UNDP’s work to ensure Ethiopia can leverage and align sustainable finance to anticipate, prevent, respond to, and recover from crises while fostering environmental sustainability, promoting gender equality, and ensuring no one is left behind. This work bridges humanitarian, development, peace, and climate efforts. Specifically, this proposal will support efforts to leverage new sources of finance in Ethiopia and ensure that these resources are used in ways that contribute to peace, resilience, and sustainable development. 

II. Objective and Theory of Change 
Objective 1)	E-ISFS is validated, endorsed and implemented

UNDP has a unique opportunity to support and strengthen government capacity on better financial planning, conducting risk analysis, and management to ensure that systems are in place to be resilient and able to respond to emerging shocks instead of relying on scarce resources from official development assistance (ODA) or taking on unstable levels of debt. 

Through this intervention, the E-ISFS will be launched and implemented. This will involve dialogue with diverse stakeholders, including Government, financing institutions, private sector and development partners, to build buy-in. This work will also include capacity building for E-ISFS implementation, with a focus on sector-level coordination and execution. Capacity building will also include increasing capacity to integrate risk analysis into policy and planning, and to develop risk-financing solutions, particularly at the sector level. This component will be undertaken in line with the ongoing work of the Insurance & Risk Finance Facility (IRFF) to bring insurance solutions to Ethiopia to build resilience to crises, including climate risks.

[bookmark: _Hlk183078851]Objective 2)	Women-owned MSMEs in Ethiopia have access to training and financing

UNDP will play as a key interlocuter in mobilizing development finances and advocating for access to finance with other stakeholders. Under this objective, UNDP aims to provide training and capacity building for conflict-affected female MSME owners. Taking forward a key recommendation of the E-ISFS work in Ethiopia, UNDP seizes the opportunity to continue promoting micro, small, and medium-sized enterprise (MSME) development, with a focus on women-owned businesses. This will include providing capacity building and training to selected businesses in coordination with UNDP’s Innovative Financing Lab in Ethiopia. This work may also include improving access to finance and de-risking investment in Ethiopian businesses through improving data availability, facilitating blended finance transactions, and increasing insurance penetration. This will allow to increase the amount of crisis, climate, and gender-sensitive and responsive public and private finance leveraged and aligned to peace, resilience, and sustainable development.


III. Theory of Change
Assuming that:
· adequate, risk-informed public and private financing is essential for risk and crisis management and promotion of sustainable development,
· The Government has a political commitment to engage, validate and implement E-ISFS, and
· Security conditions on the ground allow for the implementation of the intervention.  

If:
· the capacities of relevant government institutions are enhanced, and 
· women-owned MSMEs have access to training and financing.
 
Then in the short term:

· Development Finance Assessment (DFA) and Integrated E-ISFS methodologies are adopted, launched and implemented factoring risk and crisis management challenges 
· MSME with a focus on women-owned businesses can access finance, become strengthened and resilient to shocks. 
· Crisis-sensitive financing initiatives are progressively put in place. 

Thus, contributing in the medium- to long-term to: 
· Sustainable financing, which will be laid out and implemented. 
· New sources of financing and aligning all sources of financing for priorities across the HDP Nexus to address the long-term development needs of women, youth, refugees, internally displaced persons IDPs and PWD. 

IV. Programmatic Focus and Target Areas
The programmatic focus areas of the Fin4Peace for Ethiopia include policy framework development, catalytic access to finance support, strengthening government financial systems, mainstreaming the humanitarian-development-peace nexus approach in development planning, and capacity building of relevant government authorities. 

Additional considerations for the project are applying the principle of leaving no one behind and making a concerted effort to ensure women’s meaningful participation in MSMEs’ access to finance and including IDPs in development interventions. This will ensure women’s priorities, needs, and gender equality issues are identified and addressed. A gender-responsive lens will be taken to ensure that women have equitable access to viable livelihood opportunities and can play a leadership role. Finally, age, gender, and diversity operational guidance aiming at promoting gender equality and inclusion of vulnerable groups in the response will drive the implementation of the project. This intervention will also seek synergies with the national financing strategy for durable solutions addressing the internal displacement situation, which is under elaboration by UNDP and MoF. 

The geographical focus for the project will be Ethiopia National and Regions (Afar, Amhara, Tigray regions).  

V. Implementation Arrangements 

UNDP will engage with the Ministry of Finance at the federal level and the regional Bureau of Finance of the respective regions to successfully implement the project. The Ministry of Finance at the federal level will be engaged to ensure the leadership of the government in validating and implementing E-ISFS and that sustainable financing exists for MSMEs to implement prevention and response actions in the country. At the regional and national levels, UNDP will establish an essential collaboration with the Peace Support Program.

To complement the E-ISFS policy recommendations, additional research will be undertaken on key financing flows (climate finance and innovative finance), with the support of the Children’s Investment Fund Foundation (CIFF). To ensure coherence across various pieces of work, it is proposed that CIFF work closely with the UNDP CO, as well as UNDP experts at the regional and global levels, in finalizing these pieces of research, with both organizations working together under the overall guidance of MoF. Generally, the Ministry of Finance is responsible for implementing output one and UNDP jointly with the relevant regional bureaus will implement output two.

VI. Monitoring and Evaluation 
UNDP will employ their respective monitoring systems and processes to ensure delivery of expected results. UNDP will use standard monitoring and evaluation tools and budget monitoring system for resources management and budget reporting. The Crisis Finance Facility and Sustainable Finance Hub (CFF/SFH) Advisor, which will support the overall coordination of the implementation of the proposal, will regularly follow up with the UNDP Ethiopia focal person to follow up on the progress, identify bottlenecks and address challenges. UNDP Ethiopia focal person will meet regularly with key stakeholders, namely the Ministry of Finance and the Ministry of Planning and Development to ensure effective implementation and proactively identify and mitigate potential risks. Any issues should be discussed with HQ and regional support colleagues. 
Annual reports for the Funding Windows are collected in December 2025. Data collection, consolidation and reporting will be primarily undertaken by the focal point. The CFF/SFH Advisor will be available to support consolidated reporting on the overall Fin4Peace initiative. 




VII. Risk Management 
	Event Description 
	Category
	Level
	Likelihood
	Impact
	Mitigating Measures
	Risk Owner

	Security related concerns might affect the implementation of some components of the project 
	· Political
	· Medium
	· Likely
	· Moderate
	Monitor the situation along with UNDSS and take precautionary measures to reduce negative impact.

	
UNDP


	There is limited technical gender sensitive capacity for financing/financing instruments 
	· Organizational 
	· Medium
	· Possible
	· Moderate 
	Reach out to CB and SFH teams at the global and reginal levels to get support to implement financing efforts. Further, the Nexus and SDG Finance Academy teams are working to increase internal capacity on financing in fragile and crisis contexts.
	UNDP


	Commitment of the government to validate the E-ISFS is weak
	· Organizational
	· Low
	· Possible
	· Moderate
	Identify the right partner at Federal level and engage.
Support MoF and MoPD capacity 
	UNDP


	Fraud and Corruption
	· Operational
	· Medium
	· Possible
	· Major 
	Establish risk-based financial monitoring plans to ensure cash assistance and other assistance are delivered in a targeted manner.
Anti-fraud training/refreshers for UNDP Staff and partner personnel are provided, including mandatory reporting obligations about prohibited conduct, Code of Conduct refreshers for Project Staff  
	UNDP


	







	Finance for Peace: Work Plan and Budget Implementation Plan 

	Year:  April 2025 – March 2026

	Expected Outputs
	Planned ACTIVITIES
	Timeframe
	 Total  
	Description 
	Responsible Party 
	Funding Source 
	Geographic Focus 

	
	
	2025-2026
	
	
	
	
	

	Indicators, baseline & annual targets
	List of activities and associated actions/tasks
	Q2
2025
	Q3
2025
	Q4
2025
	Q1
2026
	
	
	
	
	

	Output 1 Ethiopia Integrated Sustainable Financing Strategy (E-ISFS), 2024-2030 is validated, endorsed and implemented

	
Output 1.

Indicator 1.1: Stakeholders (government, private sector, civil society) consulted and engaged E-ISFS implementation.
Baseline: 1
Target: 100 (50% women)

Indicator 1.2: Line ministry officials provided with capacity building/training.
Baseline: 0
Target: 50 (50% women)

Indicator 1.3: Resources mobilized for implementation of the E-ISFS 
Baseline: $0
Target: $500,000

Related CPD outcome: Build a resilient and diversified middle-income economy. 

Gender Marker: GEN2
	Activity 1.1: 
Procure the Project Coordinator, who will be responsible for:

1.1.1. Coordinating implementation of project activities with MoF team and UNDP

1.1.2. Establishing E-ISFS governance arrangements (to be approved by MOF and UNDP)

1.1.3. Designing the E-ISFS Implementation Roadmap and the Partnership and Resource Mobilization Plan:
       -  identifying likely partners/donors
       -  Preparing donor-specific pitch documents

1.1.4. Setting up E-ISFS oversight arrangements

1.1.5. Coordinating and organizing the launch of the E-IFSF


	

10,750
	

22,000
	

17,000
	

17,000

	

66,750
	
Workshops, Contractual services
Event/travel
Printing
	
UNDP/MoF
	
Fin4peace
INFF Facility 
	
National

	
	Activity 1.2: Launch and disseminate the E-ISFS:

1.2.1. Organize E-ISFS consultation/ launch event(s)

1.2.2. Publish and disseminate the E-ISFS


	


	

30,000
	


	


	

30,000
	
Contractual services
- Consultants
- Training
	
MoF/UNDP
	
Fin4peace
	
National

	
	Activity 1.3: Conduct a mapping exercise of options and opportunities of financial sources for development for Ethiopia, considering, amongst others, the following strategic areas


1.3.1. Research on climate finance

1.3.2. Research on innovative finance

	

	
	

	
	
0
	Contractual services
- Consultants
- Events
- Travel
- Publication design
	Ethiopia CO
PKP/SFH
	This activity will be carried out and its cost will be covered by the Children’s Investment Fund Foundation (CIFF), in collaboration with MOF and UNDP, as well as with the Project Coordinator *

	
National

	
	Activity 1.4:
[bookmark: _Hlk190643613]Build capacity of government for E-ISFS implementation

1.4.1.  Conduct capacity needs assessment

1.4.2.  Strengthen sector working groups
	
	

30,000
	

11,893
	

15,000
	

56,893
	Contractual services
- Consultants
- Training

	
UNDP 
	Consultants will complement capacity building carried out in activity 3. Capacity gaps will be identified for institutions and stakeholder groups engaged in selected DPG Sector Working Groups
	

	
	Activity 1.5: Monitoring/Learning

1.5.1. Track and monitor E-ISFS implementation

1.5.2. Share good practices/lessons learned

[bookmark: _Int_FuYUvG0a]1.5.3. Present lessons at CoP Resilience webinar

1.5.4. Input to Nexus and SDG Finance Academies

	
	2,000
	2,000
	2,000
	6,000
	Contractual services
- Consultants
	
	Fin4peace
	

	
	Activity 1.6: Communications/Advocacy 
1.6.1 Publish country impact story.
1.6.2 Active engagement of Ethiopia in FFD 4 Conference to be held in Sevilla
	

	2,000
	2,000
	2,000
	6,000
	Consultants
- Events
- Publication design

	Ethiopia CO
MoF


	Fin4peace
	

	Sub-total 
	 
	10,750
	86,000
	32,893
	36,000
	165,643
	 
	 
	 
	 

	Output 2, Women-owned MSMEs in Ethiopia have access to training and finances

	Output 2.1 

Indicator 2.1: Conflict-affected female MSME owners provided business grants. 

Baseline: 0
Target: 130

Indicator 2.2:  Number of Conflict-affected female MSME owners provided training and capacity building. 
Baseline: 0
Target: 300

Indicator 2.3: Number of Financing model/instrument structured and tested.
Baseline: 0
Target: 1 

Indicator 2.4: Number of Female MSME owners accessing training and financing on new financing model/instrument 
Baseline: 0
Target: 60

Related CPD outcome: Build a resilient and diversified middle-income economy. 

Gender Marker: GEN3
	Activity 2.1: Identify vulnerable IDP women in conflict affected areas either in the return or relocation sights are identified and provided with financial literacy training and startup capital or grants and promote MSME development

2.1.1 Provide grants to businesses affected by conflict

2.1.2 Provide business development support

2.1.3 Provide financial literacy support


	 


	

42,500
	

43,349.54
	
	

85,849.54
	
Grants
Contractual services
- Consultants
- Training
	

UNDP/PSP
	

Fin4Peace
	
3 regions (Afar. Amhara, Tigray)

	
	Activity 2.2: Strengthen access to finance 

2.2.1.  Develop access to finance package

2.2.2.  Develop credit scoring model

2.2.3.  Pilot new financing model instrument

2.2.4. Train on new financing model/ instrument

	

	
49,166
	
24,286
	
	
73,452.38
	Contractual services
- Consultants
- Training
	
UNDP/PSP 
	
Fin4peace
	
Tigray, Amhara, Afar, 

	
	Activity 2.3: Monitoring/Learning
2.3.1Share good practices/lessons learned
2.3.2. Input to Nexus and SDG Finance Academies
	
	
1,666
	
1,667
	
1,667
	
5,000
	Contractual services
Consultants
	
UNDP/ PSP
	
Fin4peace
	
National + 3 regions 

	
	Activity 2.4: Communications/Advocacy
 2.4.1 Publish of country impact story
2.4.2 Organize/present pre-FFD4 event
	
	
1,000
	
1,000
	
1,750
	
3,750
	
Contractual services
 Consultants
	
UNDP/PSP
	
Fin4peace
	
National +3 regions

	Sub-total 
	 
	
	94,332
	69,453
	3,417
	168,052
	 
	 
	 
	 

	Programable Cost without DPC
	
	
	
	
	
	333,694
	
	
	
	

	DPC 5% 
	
	
	
	
	
	16,684.7
	
	
	
	

	GMS 7%
	 
	
	
	
	
	23,358.6
	 
	 
	 
	 

	Grand Total 
	 
	
	
	
	
	373,737.5
	 
	 
	 
	 


*Activity 1.3. (Mapping of existing and potential sources and opportunities for sustainable development finance) will include also the presentation of results of the research conducted to government and key stakeholders in Ethiopia, including selected Development Partners Group Joint Working Groups, and will be carried out in synergy/complementarity with Activity 1.4. (Build capacity of government for E-ISFS implementation)
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