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ABSTRACT

The major causes of low economic growth and higiidence of poverty, in Ethiopia, includes
lack of income, assets, employment opportunitiesication, health and etc. To reverse the
economic decline and poverty situation in the coynstarting from 1993 the Ethiopian
government has taken policy measure such as stalietjustment program (SAP), agricultural
development led to industrialization (ADLI), andveoty reduction strategy paper (PRSP), and
currently the transformation plan, increasing tteorpaccess to micro finance services are
accepted as one of the tool to attack poverty. GZIBE one of the MFI that was established in
August 1997 to achieve these objectives in theoredlhis thesis attempt to see the impact of
this institution whether it improves the living stiard of its clients (women) or not using some
variables and the challenges it practices in thek&HWoreda. Primary data were collected
through structured and semi-structured questioarfamm women clients. Secondary data were
collected from different published books, unpul#idhyearly or quarterly reports journal of
articles, CSA reports and other relevant officegarts. The assessment takes into account the
general characteristics and impacts. The impaesassent was based on the variables such as
income, nutritional status, access to educationdicaé facilities, saving and employment
opportunities. The finding of the study indicatdttthe OCSSCO’S micro financing scheme
has had a positive impact on improving the livitgnslards of its clients in the study area using
the above indicated variables. Absence of officd ather facilities, high interest rate, low
amount of loan, and problem in the knowhow of tle®rpwho operates their business in the
environments with high business risk in nature heen found in the study. Therefore, OCSSCO
should fulfill different facilities and develop theapacity of its staff. In addition to this,
OCSSCO must make an effort to strengthen its filgucapacity in order to increase the amount
of loan it disburses for each client.
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Chapter |  Introduction

1.1 Background of the Study

Poverty and food insecurity are the main challeragesfundamental issues of economic and
social development in Ethiopia (Gebrehiowot, 200R)is estimated that in Ethiopia 44
percent of the population is living below absolpteverty line (Wolday, 2003). Although
poverty has continued to be at the forefront ofidttan concerns, recent history shows great
improvements. The incidence of poverty has decliftech 45.5% in 1995/6 to 38.7% in
2004/5 and finally to 29.6% in 2010/11 (Ministry Binance and Economic Development,
2012).

Like other Sub-Saharan Africa countries, the s@wonomic condition of Ethiopia is
characterized by low growth rate of income, savingestment, inadequate social services,
high population growth and high unemployment raighl population growth also causes the
natural resource degradation of the country.

The country's economy is unable to create employropportunities for the fast growing
labor force (Tsehay and Mengistu, 2002). PovertyEthiopia is also caused by various
factors such as, high unemployment, low level oéréicy, environmental degradation,
drought, limited access to resources, health angtatbn services and others(like non
availability of financial resource) (Wolday, 2003).

Women mostly suffer from this poverty in many depéng countries. Ethiopia, being one of
the developing countries, poverty is a burning éssu the country. Even though women
contribute much to the economy in particular angetpment in general there are many
gender challenges exist in the rural areas. Acogrdo the World Bank (2001) Gender
Restrictions & Mobility on women’s in many culturdess access to market than men. Most
culture views women as bearing the main respoiisilidr house hold subsistence, women’s
concentration in a narrow range of activities wittsufficient resources for investment-

making them more susceptible to risks.



Women have low level of education than men and Hawe formal properties of rights.
Moreover, a rural woman has no access to credit imothe formal and non-formal financial
sources. The male has given the opportunity to te&ke sometimes without the consent of
women.

Provision of financial services is one of the intpat economic inputs in the effort to reduce
poverty and empower such economically marginalisedments of the society, women.
These marginalized poor women have limited accedancial services from the formal
financial institutions especially in developing otties. Because formal financial system has
inadequate geographical outreach, lack of adegoeteagement system, lack of skilled
manpower, high risk perception and inadequate tesdf such poor people found it difficult
to obtain adequate amount of credit and were cllanggh rates of interest by monopolistic
moneylenders of the area.

In Ethiopia, several microfinance institutions hadween established & have been operating
towards resolving the credit access problems ofptha particularly to those participates in
the petty business. Nearly, the government desagprovide credit through establishing
microcredit institution in different region of tleuntry, OCSSC is one in Oromia Regional
state. Women who were taking loan from this inittuare increasing in number but how far
they gained from the program is still in doubt. isTetudy its center of attention is primarily
aimed to identify the impact of the microfinancstitution, OCSSC, serving the rural women
associated groups those who qualify for microcredisistance from government credit
institutions, OCSSC, excluding the impact of nowvgyomental organizations & other credit
sources like money lenders, ikub, idir, etc at gmetcation, shirka Woreda, where such
Impact assessment was not conducted before.

Some professionals undertake research on the imp@cural microfinance Institutions on
the rural women in Ethiopia at national, regionadl docal levels. The findings indicated that
microfinance has positive and some negative impddis issue has to be more clarified in
all regions of the country to come up with a morecgse and appropriate solutions to the
problems of rural women and improve their livinghddion and empowering them. That is
why this research was designed to undertake in @rdétegional state where little studies
undertaken on the field of rural microfinance atsimpact on the living condition of rural

women as compared to the available Gender challeulgeersity and social and cultural
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barriers on women more prevailed widely and stdisein it. The study was conducted
through assessing the actual information from #mpe women users of the microcredit loan
provided by Oromia Credit and Save Share Compamugh designing interview and group
discussion .Moreover through discussion with tHeiads of the OCSSC of Shirka Woreda.

1.2 Statement of the Problem

Most people in the rural Ethiopia depend on agticelas a source of livelihood. The existing
agriculture is rain fed agriculture, backward, dige poor management of their natural
resources degradation like soil erosion, deforestgprevails in the area. Moreover small
holdings, infertile land due to high erosion andestnatural calamities coupled with the high
price of agricultural inputs such as fertilizer,praved seeds, and chemicals devastate the
problem of poverty in the area.

The rural poor were neglected for long time ini&pia to the access of credit due to lack of
financial institutions in remote areas. The poaklaccess to the commercial banks due to
poverty, lack of education, living in remote & laokcollateral. According to several studies,
in the absence of different facilities includingedit in rural area, some rural poor migrate to
the near towns in search of jobs and others moveeadalifferent rural parts of the country in
search of cultivable lands.

Rural poor women are more vulnerable among thethdrrural Ethiopia. This is because the
husbands of majority are not responsible for maxgeases in the household & the load
remains on the shoulder of the women. More over groare marginalized and discriminated
against resource allocation; women are also exdldden decision making ownership of
some resources in the rural areas.

In most anthropological literatures women are nyostigage in productive activities such as
trading. Income generated through this activities @sed immediately on house hold needs
mean while, an increase in women'’s income ofteddda improved living condition of their
children and house hold members. Women Throughgemgan non- farm activities, trading

support & can improve the living condition of thé&mily.



Currently in Ethiopia various agencies themselvas got a challenge to overcome the
problem of lack of rural microcredit. Governmenstitutions such as credit associations have
taken it up on in their non-farm activities. Suppigrgiven to the rural poor in general and
rural poor women in particular in the form of loan farming and non- farming activities by
concerned credit institutions.

A number of researches have been undertaken oruthkfinancing and its impact on the
rural women in different regional states, for exéenm Ambhara regional states, Dire Dawa
and SNNP. But in Oromia Regional state even ifsitwide and potential region and the
Oromia credit and save Share Company widely intexva the region, its impact on the rural
poor particularly on the rural poor women is notamwstudied. Most impact assessment
studies conducted were on the physical achievewfetiite intended objective, mostly based
on loan dispersed and repayment collected. Scefearcher had tried to find and /or assessed
the overall impacts of the provided credit by the@ia credit and save Share Company on
the improvement of the living condition of the rur@omen and their empowerment in a

specific locality selected, Shirka Woreda.
1.3 Objective of the Study

The general objective of the studyis to find out and/or assess the overall impatthe
credit institution, Oromia Credit and Save SharenBany (OCCSCO) on the living condition
of the rural women.
The specific objectives of the study includes:-
# To examine the characteristics of the rural woraed the type of activities they are
engaged in
# To examine the type of support rural women recdroen microcredit institution
Oromia Credit and Save Share Company ( OCSSC)
# To determine accessibility (in time, quantity ,)eté micro credit institution to the
rural women
To assess the impacts of microcredit on the lidogdition of the rural women

# To assess the impact of rural microfinance on thpaverment of the rural women



1.4 Significance of the Study

This study is mainly concise on the assessmerttefirhpact of the credit institution on the
rural women particularly the rural women of shiféoreda. After this study planners or
professionals can use the results of the studydéwelopment planning, for developing
programs & strategies in the empowerment of ruraimen & poverty reduction. Moreover
this study helps as input for OCSSCO to imprové tervices using the facts from the study.

1.5 Scope and Limitation of the Study

The study is confined to specific area, Shirka Warevhere no study has been undertaken
before and concentrated on the impacts of micracprdvided by OCSSC to the women
those who participate in the program in the Worediamited areas. The main limitation of
this study is the non-inclusive of the whole wonpanmticipants in the OCSSC in the Woreda.

This is due to lack of finance and human labor.
1.6 Research Questions

In undertaking this research the following reseaygbstions are raised

* What are the characteristics of the women in tea ar

* How far and in what ways does the service of thralmnicrofinance extended to reach
the rural poor women

« Are the service delivered by the rural microfinantgtitutions based on the needs of the
rural women

* Is the finance available in required time and qinafdr the rural women

« What are the factors /constraints that influence thnctioning of (loan delivery,
repayment collection) rural microfinance instituitsp OCSSCO?

* What are the main impact (achievement & failures)oeived by the rural women due to
their participation in the OCSSCO.



1.7 Hypothesis

Participation in microfinance programs enables tih@men to enter in to the income
generating activities which lead to improve theicame, food consumption, access to health
and education. In addition, with the microfinaneevice, the women can save and build their
assets. This hypothesis is originated from the fhet surplus production from income
generating activities enables the clients to féwgr thouseholds. The hypotheses also refer to
that the intervention of microfinance increase meoand thereby help the women to send
their children to school and get access to medigilities.

The clients become more financially self sufficiamd economically independent and thus,
increased self esteem and self confidence. Thisleaimproved leverage in decision making

and increase bargaining power.



Chapter Il Review of Literature

2.1 Concept of Microfinance and Microfinance Instituions

The word Micro finance is being used very ofterd@velopment vocabulary today. It means
small credit provided to the poor households tlmindt have access to services offered by
banks. The definition of microfinance institutiongroposed by some authors and
organizations are seemingly different from one hentHowever the essence of the definition
is usually the same in which microfinance refetht® provision of financial services primarily
savings and credit to the poor and low income Huoalsls that don’t have access to
commercial banks (Arsyad, 2005). Leger wood (1985)nes it as the provision of financial
services (generally saving and credit) to low ineodients. Robinson (2001) defines it as
small scale financial services primarily credit axabing provided to people who farm or fish
or herd who operate small enterprises or micro rpriges where goods are produced,
recycled, repaired or sold; who provide servicespwork for wage and commission; who
gain income from renting out small amount of lamdhicles, draft animals, or machinery
tools; and other individual and groups at the ldeaél of developing countries both rural and
urban area.

But the concept goes beyond the small credit te poor. Christen (1997) define
microfinance as the means of providing a varietfirancial service to the poor based on the
market driven and commercial approaches. This iieinencompasses provision of other
financial services like savings, money transfees/npents, remittance and insurance among
the others. However, many microfinance practiceayostill focus on microcredit providing
the poor with small credit with the hope of impnogitheir labor productivity & there by lead
to increment in household incomes. But demand fmrafinance services usually Comes
from micro entrepreneurs, people who survive byegating income for themselves in very
small business activities. But in Ethiopia some MRbday started providing savings,

remittance, money transfer, loan and advisory sesvi



Providing micro inane services to poor clients rezgiinnovative operating methods that
enable the offering institution to manage risks egalice transaction costs. According to the
Occasional Paper No. 25 19 Poor households dosuatlly have physical assets to offer as
collateral for loans, so microfinance providers énaeveloped substitutes. The most common
form of substitute collateral has been the fornmatmf groups of borrowers and the
establishment of joint liability procedures, whéoan group members effectively guarantee
one another’s loans. To reduce transaction costspfimance providers primarily deal with
these loan groups rather than with individual dbeend they outsource various administration
tasks to the groups.

Since the early 1990s, a major emphasis within riiero inane sector has been on
institutional development, including building thealjty and capacity of the governance and
management of MFIs. This institutional developmisnhecessary for a number of reasons.
First, if MFIs accept client deposits, they are eraily required to meet the prudential and
regulatory requirements as defined in local bankaws. Essentially, they are required to
become licensed banks. Second, institutional ntgtisineeded to enable growth in client
outreach. Growth in the client base allows the Md-Ireap advantages of scale, thereby
achieving a greater degree of financialy sustairtgbHinancial sustainability for MFI means
that it is generating enough revenue from inteobstrges and fees to cover all direct and
indirect costs, including operating expenses, giowi for loan losses, and adjusted cost of
capital. Third, institutional maturity is necessay attract capital investment, whether
concessionary or commercial, from external sour@&® overriding mission of MFI is to
provide financialy services to poor households dimancialy sustainable basis. While most
MFIs have a pro-poor, development-oriented emph#sty are more correctly understood as
banks rather than as charitable development orgémis. Similarly different financial

Institutions were established through proclamaitioBthiopia.



2.2 Rural Finance

According to the World Bank Rural finance is thaga of financial service available
and providing financial service for people living the rural areas not only for
Agricultural finance but also for non agriculturdévelopment. And rural financing
encountered challenges in developing economy dtleettack of market development,
seasonal and local agriculture, local demand for naaterial, economic risks like
climate changes, price, market fluctuation, and lat information and transaction
costs for service providers, rural communities nfage different types of social
opportunities and risks, property rights, etc. Bysging this challenges rural poor
having access to rural financial services is likelynave many significant benefits in
that it helps in efficiency and economic growthyexy reduction, gender equality and

empowerment

2.3 Microfinance and Poverty

According to the review of J. Jarrett, poverty endition of having in sufficient resources or
income. In its most extreme form, poverty is lagkasic human needs, such as adequate and
nutritious foods, clothing, housing, clean wated dmealth service. Extreme poverty in
developing nations, as defined by internationalanigations, means having a household
income of less than US $ 1 per day.

According to World Bank Poverty is hunger. Povastyack of shelter. Poverty is being sick
and not being able to see a doctor. Poverty idamtg able to go to school and not knowing
how to read. Poverty is not having a job, is fear the future, living one day at a time.
Poverty is losing a child to illness brought abbytunclean water. Poverty is powerlessness,
lack of representation and freedom. Poverty hasymeguses some of the basic are
overpopulation, unequal distribution of resourgethe world economy, inability to meet high
standards of living and costs of living, inadequatkication and demographic trends and
welfare incentives. Sahara desertification, pditicnstability and wars (in a number of

African countries during the late 20



Moreover, several studies noted different causegpéwerty in developing country. Some
argued that the cause of poverty is in developitmnemies among other things is that the
poor does not have access to credit for the purpbserking capital as well as investment
for its small business( Jean-Luc 2000)

The governments of most developing countries pevichited assistance to prevent some
poverty. But rather a variety of organizations supmantipoverty programs in developing
countries. These organizations include internatiggaernment organizations such as UN,
aid agencies run by developed countries like USABO (mostly non- profit organizations)
and private development Banks like Grameen BanBamgladesh.

Microfinance has been considered as one of povedyction strategies and intervention in
developing economies in the world. A case studEameen Bank in Bangladesh indicates
that credit is a cost effective weapon to fight @y and it serves as catalyst in the overall
development of the socioeconomic conditions of gber who have been kept outside the
banking orbit on the ground that they are poor faerce not bankable. Professor Muhammad
Yunus, the founder of the Grameen Bank and its giagadirector , reasoned that if financial
resources can be made available to the poor pempléerms and conditions that are
appropriate and reasonable these millions of spealple with their million of small pursuits
can add up to create the biggest development wonder

The Grameen Bank, before, 1995 it had spread td afidee poor people of Bangladesh and
was recognized worldwide in a short period of tiasestrategy for poverty alleviation. Two
significant innovations are clearly observable his tsuccess story of rural development. In
the first place the absence of collateral in crédihsaction to the poor, here peer group
pressure social capital played a significant roleaplacing collateral. In the second place
even without collateral it has shown highest reparytior various loans which is more than

any Banking system.
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2.4 Poverty in Ethiopia

According to (IFAD, 2008) Ethiopia is one of the ¥bs poorest countries. Out of a
population of around 80 million people, 35 millipeople are living in abject poverty,
that means about 44 per cent of the populatiors liveder the poverty line, more than 12
million people are chronically or at least periadig food insecure. Most of them live in
rural areas with agriculture as their main occugatWith 80% of Ethiopians dependent
on agriculture as their main livelihood, severad aronditions due to persistent lack of

rainfall coupled with civil disputes have worseri&tiiopian poverty.

Over the past two decades, the Government of tlkerBe Democratic Republic of
Ethiopia has carried out far-reaching institutioaatl policy reforms to transform itself
from a centrally planned, Marxist regime to theilfetor of a stable market economy.
These reforms have underpinned efforts to reduaeerpp and increase spending on

agriculture, education, health, transport and comoation.

Since 2007, Ethiopia has achieved strong economity, making it one of the highest
performing economies in sub-Saharan Africa. Yetrains one of the world's poorest
countries. Ethiopia ranks 174th out of 187 coustoa the United Nations Development
Program me’s human development index, and averagegpita income is less than half

the current sub-Sahara average.

Ethiopia has enormous potential for agriculturatedlepment. At present only about 25 per
cent of its arable land is cultivated, and agriod@tis dominated by subsistence rain fed
farming, using few inputs and characterized by pyaductivity. The vast majority of farmers
are smallholders. About 12.7 million smallholdersquce 95 per cent of agricultural GDP.
These farmers are extremely vulnerable to extestmatks such as volatile global markets.
Small holder farmers form the largest group of ppeople in Ethiopia. More than half
cultivate plots of 1 hectare or less and struggleptoduce enough food to feed their
households. A large number of poor households &apeolonged hunger season during the

pre-harvest period.
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Herders, like farmers, are vulnerable to incredsgirfiggquent drought, which can wipe out
their livestock. The persistent lack of rainfala major factor in rural poverty. Drought has
become more frequent and severe throughout thetryoower the past decade, and the trend
shows signs of worsening. The impact of droughhast severe for vulnerable households
living in the pastoral areas of lowlands and thghkilensity parts of highlands. In addition to
their vulnerability to climatic conditions, poorral people lack basic social and economic
infrastructure such as health and education faslitveterinary services and access to safe
drinking water.

The intensity of poverty varies at the householellén relation to the land's size, quality and
productivity, climate conditions and productionteologies. Households headed by women
are particularly vulnerable. Women are much ldsslyithan men to receive an education or
health benefits, or to have a voice in decisiorfectihg their lives. For women, poverty
means more infant deaths, undernourished faméies,

Ethiopia has an estimated 1.3 million people livwnth HIV and AIDS. Rural areas have low
prevalence rates, but available data suggest lieaintidence could increase in these areas.
With the support of development partners, the gavent has embarked on major programs
to combat the spread of HIV and AIDS, and assistr paral households in coping with the
social and economic consequences of living withdisease.

Poverty in Ethiopia is more pronounced in the raralas as compared to the urban areas. The
situation worsened recently because of sharp isesem the prices of food and agricultural
inputs like fertilizers on world markets, which neadl more difficult for poor households in

Ethiopia, as elsewhere, to secure adequate foqaiesp
2.5 Poverty Reduction

The problem of poverty is more deep-rooted withesal interlocked characteristics in
developing countries. Poverty alleviation has reradia very complex and critical concern
among third world countries for a long time. It Haesen at the top of the agenda for policy
makers and development workers. Thus, a large nunabegovernmental and non-
governmental organizations and international fugdigencies all over the world have been
engaged in attacking poverty using several strasegind instruments (Rao and Bavaiah,
2005).
12



The approach to reduce poverty has evolved over pd 50 years in response to
understanding of the complexity of developmenttHa 1950’s and 1960’s, many scholars
considered large investments in physical capital iafrastructure as the primary means of
development. In the 1970’s the shift of emphasengthat physical capital what economists
call Economic Growth was not enough for developnimritalso health and education were
important not only in their own right but also toomote growth in the Incomes of poor
people.

In 1980’s another shift of emphasis was developednproving economic management and
allowing greater role for market forces, promotlagor-intensive growth through economic
openness and investment in infrastructure, andigiray basic services to poor people in
health and education (WB, 2001). In 1990’'s the qigra shift moved towards improving
governance and institutions to address povertytrétegy was designed to attack poverty in
three ways. These are promoting opportunity, fatiig empowerment and enhancing
security.

The overall economic growth and equity are cruiahe effort of reducing poverty. In this
situation the role of the state is greater to suppbe buildup of human, land and
infrastructure assets that poor people own or techvkhey have access. Strengthening the
participation of the society, particularly the ppior political process and in decision making,
removing the social and instructional barriers thegulted from distinctions of gender,
ethnicity and social status and also establishiognd and responsive institutions are
important to bring the overall growth and bendditlie poor. Reducing vulnerability to either
natural or man-made hazards enhances the well-beinghe people and encourages
investment. The multidimensional nature of povedegds to greater complexity in poverty
reduction. Thus, there is no universal blue pmstriument in poverty reduction. Developing
countries need to prepare their own policies toucedpoverty on the basis of national
priorities and local realties. Their choice may &®p on the economic, political, social,
structural and cultural context of the countriest Bction at national and local levels may not

be enough for rapid poverty reduction.
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International cooperation is required to ensurengydo poor countries and to poor people
within developing world through debt relief, mattras well as technical assistance, loan and

providing market opportunities.

Even if developing countries have coherent andceffe homegrown policies in poverty
reduction, rich countries and international orgatians have an important role in promoting
global financial and environmental stability, lowsy market barriers to the products and
services of poor countries.

Simultaneous actions to expand opportunity, empmeat and security can create a new and
dynamic change. If the developing world and therimational community work together by
combining real resources, experience, knowledge iarayjination, there will be a rapid
progress in poverty reduction in new millennium (WB01).

Poverty reduction strategies are the outcomes @firkights and lessons drawn from the
liberalization drive of structural adjustment pragns experienced by the IMF, the world bank
and the world community at large during the 19&fid 1990’s. In this approach, growth has
never sufficiently trickled down to reduce povergégduction. The two institutions reached to
an agreement that country owned poverty reducticateglies be the basis for World Bank
and IMF concessional lending and guide the useesdurces freed by debt relief under the
enhanced HIPIC initiative. This was the genesip@ferty reduction strategy at the global
level (MOFED, 2002). World leaders agreed to ao$eime-bound and measurable goals and
targets for combating poverty and hunger, diseilgeracy, environmental degradation and
gender inequality. This is called millennium Deyaieent Goals (MDG).

The Millennium Development Goals endorsed by alhtbers of the United Nations set out
eight specific crosscutting and interrelated goladd are essential to reduce poverty. The first
seven goals focused on the duties of poor countdemeet the goals. The eighth goal is
aimed at the rich countries and their commitmentgpond to developing countries political
and economic reforms with increased economic assist lowered import barriers and the
deduction or elimination of unsustainable debt (UNR003).

The main precondition for achieving the millennigwoals is sufficiently fast and equitable
economic growth in developing countries to provide material resources for reducing all

kinds of poverty including human poverty.
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The governments of developing countries are thet mnggortant actors in the development
process. No amount of foreign aid can be effedativany country where the government is
corrupt or fails to implement good policies. Foratulg comprehensive national development
priorities and coordinating their achievement isracial task that can never be entrusted to

the private sector or to any foreign aid provid@#B, 2003).
2.6 Poverty Reduction in Ethiopia

Ethiopia is one of the developing countries, whigliaced with a complex, deep, broad and
structural problem of poverty. The proportion ot thopulation below the poverty line is
estimated at around 44 percent. Thus, poverty temubas become the central development
agenda in Ethiopia like of other developing cowggriAssefa, 2004). 21

Several reforms are undertaken in social, politeocad economical aspects to reduce poverty
in the country. Ethiopia’s development policiestattgies and programs adopted since
1992/93 have been concerned with how to bring swadtée and equitable development and
then reduce poverty. With the above objectives,idpih has formulated a Sustainable
Development and Poverty Reduction Strategy Prod&DiPRP) in 2002.

The program produced the basic framework for achgetast and sustainable development
and reduces poverty. The focus is on some seléagdsocial and economic sectors. The
main sectors on which development efforts wouldceottrate and which are considered as
priority areas are agricultural and rural developtmanfrastructural development (road, water,
telecommunication, electric power), and educatiod lzealth sectors (MOFED, 2002).
Women and men have different access to criticah@enc resources and varying power to
make choices that affect their lives. This leadartequal roles and responsibilities of women
and men.

The government of Ethiopia has recognized thatdewelopment effort ignoring or limiting
the participation of women cannot be successfullsTthe government of Ethiopia committed

to reduce poverty in addressing gender dimensindgageting poor people.
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The government of Ethiopia has taken encouragiegssby privatizing the nationalized
institutions and facilitating the establishmennefv organizations. One of the outcomes is the
liberalization of the financial sector and the bitlhment of legal framework that allows the
emergence of microfinance institutions to serverpbouseholds (Tsegaye, 2005). The
government tries to solve the problem of finan@atess to the poor by promoting the
microfinance institutions. The government beliettest microfinance institutions are one of
the instruments in poverty reduction.

The delivery of financial services has been vievasdone of the antipoverty tools of the
development programs because of creating emploympportunities by increasing their
income and consumption and then reducing povemypradving financial access to the poor
also facilitates economic growth by easing liqyidibnstraints in production, by providing
capital to start up new production. Therefore, ititeoduction of microfinance will have a
significant effect in reducing poverty at Macro amitro levels (Wolday, 2003). Moreover
some remedies that are suggested for bringing abmduction in the Ethiopigroverty level
are the reduction in the growth of population aretroeconomic stability. Efforts should be
made to influence women and other less privilegsapfe to participate in various awareness

programs pertaining to family planning, educatiod aealth benefits.

2.7 Microfinance in Ethiopia

Microfinance development in Ethiopia in institutadized form is a recent phenomenon. But
it has a long history in different forms. Governmefforts of delivering credit to accelerate
socio-economic development in Ethiopia may datekbgc the immediate post Italian
occupation period with the establishment of the isg of Agriculture in 1943 and
Agricultural Bank of Ethiopian in 1945.The main ebfive of the Bank was to assist small
land holders whose farms had been devastated dimntjalian occupation through loans to

purchase agricultural inputs and repaired housssdfa et al, 2005).

During the Derg regime, a large share of credit graen to the state sector and marginalizing
the private sector and the poor. Due to this, theafe sector including the poor was forced to

depend on self-financing and non-institutional dredoney lenders.
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During the 1986-90 the share of domestic credith® private sector and cooperatives
averaged 4.7 and 1.1 percent respectively andetstegoing to the government and public
sector (WB, 1991). NGOs have been delivering reheld development services like
emergency food, health, education and water inolgthi since 1970’s. NGOs delivered

micro-credit service to the poor as part of theivgrty alleviation programs (Wolday, 2001).

Assefa et al., (2005) and Wolday (2003) indicatieat tmany NGOs were involved in the

provision of microfinance services particularlyrural area. Moreover, the credit delivered by
NGOs faced many problems because of bad creditreultvhich includes charging interest
rates that do not reflect true costs, lack of solemting and collection policies and

procedures, credit was delivered without verifybragrower integrity and skill, lending based

on NGO staff needs rather than felt needs of barewloan terms were not based on
repayment capacity, lack of collection efforts bg staff and providing loan outside the target
group (to staff friends, relatives and the likeheTdonor or NGO driven micro-credit

programs were commonly used in many developing tti@snand are still in practice in some

countries. The approach is known as poverty lendipgroach that is supply-driven rather
than demand driven and focused mostly on credit. tke other hand, this approach

disregarded the domestic saving mobilization. As abproach changed from subsidized to
market based principles, governments and NGOs deresi microfinance as the integral part
of the financial system and they recognize the ingoee of both credit and savings services
(Ledgerwood, 1999). 27

In 1990, an agreement was signed between the Hhiogovernment and International

Development Association (IDA) for a Market Townsvelpment Project with the objective

of tackling poverty through employment creation andome enhancement by providing

credit (Meehan, 1999). But the operation was fa tinst time undertaken after 1994 in

regulated form (Tsehay and Mengistu, 2002). Moghefborrowers were women during the
time. Wolday (2003) indicated that financial schenoé NGOs and institutions that do not

follow sound, sustainable financial principles dadlitate real economic growth might cause
more harm than benefit. The study recommendedhieagovernment should develop national
standards for NGO credit programs.
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Thus, the government took the initiative to estdblihe regulatory framework in order to
facilitate sound development of the microfinancduistry. Development of microfinance in
Ethiopia should also be viewed as an identificatibrtonsiderable levels of unrealized demand and
potential market growth for financial services anghift by the NGO sector and government from
relief assistance to sustainable development whitdrsects at the point of institutionalization of
microfinance provision (Fiona, 1999).

Interventions through the delivery of microfinarsmrvices have also been considered as one
of the policy instruments of the Government and KBovernment Organizations (NGOSs) to
enable rural and urban poor increase output anduptivity, induce technology adoption,
improve input supply, increase income, reduce pggvand attain food security. The
establishment of sustainable microfinance insongithat reach a large number of rural and
urban poor who are not served by the conventiommantial institutions, such as the
Commercial Banks, has been a prime component ofnthe development strategy of
Ethiopia.

Although the development of microfinance institasoin Ethiopia started very recently, the
industry has shown a remarkable growth in termsuwfeach particularly in number of
clients. Since the issuance of Proclamation 40/19@fich provides the establishment of
microfinance institutions, currently there are 2%I8 serving about 1.8 million people in
Ethiopia (Muluneh A., 2010).But the percentage c@fve@ women borrowers has not reached
that of the African average. Out of 15 microfinameeluded in the association of Ethiopian
MFI's the percentage of women borrowers was ab®%% zs compared to Africa, 60%
(AEMFI, 2004).

Moreover forming an association called AssociatidrEthiopian Microfinance Institutions
(AEMFI) networks the Ethiopian MFIs. AEMFI as nomfit and non-governmental
organization plays an important role for the depatent of microfinance industry in Ethiopia
by promoting best practices in the industry, segvas a forum for debate and dialogue,
facilitating sharing of experience and informatiamd creating an enabling environment for
the industry. Currently all 29 MFIs are register@sl a member of AEMFI (Haftu, 2005;
AEMFI, 2005)
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According to Dejene and Mulat, there are three ciof credit in Ethiopia. Formal credit
sources, informal credit sources and NGO. Formebitrsources include Banks, credit
cooperatives and credit associations.

The informal credit sources include friends, reksi neighbors, and mutual help associations
such as Idir, Ikub, Maheber and church. More otaerihformal money lenders are the main
sources of credit in Ethiopia. Previously NGOs w2 main source of credit in Ethiopia, but
after the issuance of proclamation No 40/1996 tlagority of the NGOs in Ethiopia were
terminated the delivery of financial services (Wald 2003). Recently, microfinance
institutions are emerging rapidly in the countrgéd on the new approach and in line with
the new microfinance law.

It is experienced in the country that the poor letxadds are the main participants in some
kinds of informal sector of ranging from small pettading to medium scale enterprises
(Jean-Luc 2006), And due to the fact that this@eases intensive labor force and as well
since it is the livelihood of most of the poor,d®veloping this sector argued to be a weapon
to resolve the problem of unemployment and povefty household ( Lakew 1998 and Jean-
Luc 2006)

2.8 Microfinance and Women

Micro credit programmers aimed at empowering wolmae become popular among donors
and NGOs. Development polices with the approachwofmen's empowerment through
women organizing for greater self-reliance has atsumlted in a change of policies for the
enhancement of women's economic role. Since miwnfie organizations have financial
focus, they are expected to impact the lives opiher (Kabeer, 2005). 14

Micro credit is about much more than access to motids about women gaining control
over the means to make a living. It is about worlitimg themselves out of poverty and
vulnerability. It is about women achieving econoraid political empowerment within their
homes, their villages, their countries. (Beijing €dnference, 2000) (Kabeer, 2005) states
that in order to bring women’s empowerment, micrafice needs to help poor women

address their daily needs as well as their straggnder interests.
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It is recognized that strategic gender intereststgydhe very heart of the structures of
patriarchal power: the abolition of a coercive gandivision of labor; of unequal control over
resources; ending male violence, women’s contader their own bodies, the
establishment of political equality and the endofgsexual exploitation (Molyneux
1985).

2.9 Women Empowerment

Empowerment is the process of obtaining basic dppities for marginalized people, either
directly by those people, or through the help af-n@arginalized others who share their own
access to these opportunities. It also includes/edgt thwarting attempts to deny those
opportunities. Empowerment also includes encoutagamd developing the skills for, self-

sufficiency. This process can be difficult to stant to implement effectively.

Empowerment strategy is to assist marginalizedpleed®o create their own nonprofit
organization, to deploy the empowerment of womerthieugh land rights, allocation of
responsibility to them that normally belong to th&malitical participation, be it the ability
to vote and voice opinions, or the ability to ram bffice with a fair chance of being elected,
plays a huge role in the empowerment of peoplesvader, participation is not limited to the
realm of politics. It can include participation tine household, in schools, and the ability to

make choices for one.

It is argued that Microcreditalso offers a way tprovide empowerment for
women. Governments, organizations, and individubbse caught hold of the lure
of microfinance. They hope that lending money anedit allows women to function in
business and society, which in turn empowers tlenotmore in their communities. One of
the primary goals in the foundation of microfinarweas women empowerment. Loans with
low interest rates are given to women in develogioimmunities in hopes that they can start a

small business and provide for her family.
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Empowerment of women means to let women survivelanthem live a life with dignity,
humanity, respect, self esteem and self reliancabekr (1999) stresses that women's
empowerment is the process to acquire the abiliy fwhich those who have been denied the
ability to make the strategic life choices. Her &ags that ability to exercise choice
incorporates three interrelated dimensions: Ressurgency and Achievements. According
to UNIFEM, “to generate choices, gaining the apiland exercise bargaining power,
developing a sense of self worth, to secure desinethges, belief in one’s ability and the
right to control one’s life” are important elememiswomen empowerment. Women will be

empowered when they will have full control 2ovegittown life.

2.10 Some of the Microfinance Impact Studies

210.1 Overall Microfinance Impact Studies

Microfinance is the provision of financial servesthe poor people with very small business
or business projects (Marzys, 2006). Only a snnalition of the world population has access
to financial instruments, essentially because coroi@ebanks consider the poor people as
not bankable due to their lack of collateral arfdrimation asymmetries.

There are a number of studies in the MF industrgabse it has got the attention of
academicians and practitioners as an innovativehadebf fighting poverty. The studies
mostly concentrate on three key areas.

The first one is impact assessment of the MF pragran the lives of the poor. It is to mean
that whether the provision of financial service thosf credit and saving has improved the
lives of the poor in terms of economic, social @afitical indicators of poverty. Using much
type of quasi experimental designs the studies tabwal impact of the microfinance in
changing the lives of the poor have shown mixedltegHishigsuren, 2004). Sebstand and
Chen, 1996 cited in Hishigsuren, 2004 summarizedkey findings from thirty two impact
studies and revealed varying degree of positiveachmn program participants notably
increase in household and enterprise income andtsasMixed effects were found in

employment, children schooling and women’s empovestm
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Moreover At the house hold level, micro-financevges have impacts on household
income, income diversification, household assetkjcation, health, nutrition and coping
strategies which are mainly the indirect impactsnafeased in household income generated
by the micro enterprises (Khandker,1998 and HulG@02.

The second hot area in the MF industry researdeesthether MF reaches the poorest of the
poor who is in need of financial services. Therm studies that show that MF doesn’t reach
the poorest of the poor. Rather they are reachiegntarginally poor or non-poor. Besides
most MFIs have no clear rules and criterion to @éatge poorest of the poor (Hishigsuren,
2004). This indicates that the MFIs are driftingagvirom their original mission of reaching
and serving the poor.

The third area that got the attention in the MFustdy is the issue of financial sustainability
of MFIs. Historically MF has started operation widlbnor funds and now the industry has
almost to bed on or supported or gets relived fdmmation and stand on their own leg. There
are one school of thought which say MF should b&tanable with donor funds(called
welfares) and the others say the MF should generagagh revenue to cover their own costs
as donors funds are unpredictable (Basu and Wd@04). Hence the issue of building a
sustainable Findus try that can operate withoutraodfunds is of an empirical enquiry aged

around 30 years.
2.10.2 Gender Based Impact Studies

The general expectation that impacts of credit g are greater with women participants
has led many microfinance institutions in Africadahsia to narrowly limit their target group

to women. The results of Pitt and Khandker studyalestrated strong gender-differentiated
impact and hence are supportive of such a stancg.oservable changes in gender-based

differences in impact, by corollary, carry two ingaitions.

The first implication is that providing credit toomen provides additional empowerment of
women in household decision-making. This is becawidout the empowering effect, who

signed up for the loan would not matter for its,geen fungibility of capital.
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The second implication is that women'’s prefereraresnot the same as the men’s. Otherwise,
no difference would have been observed in impaehelvempowerment effects were present.
Gender-based differences in impact are echoedhumaber of other studies as well. Osmani
(1998), for instance reports that improvement weensn the bargaining position of women
in Bangladesh because of their access to creditrigtier (1996) also by presenting
supportive evidence from Cameroon contends thangjieredit to women results in resources
and profits being plowed back into the developnanthe immediate household. However,
positive gender effects cannot always be takengfanted. Osmani (1998), for example,
points out that because of women’s generally lowogttive capacity (for example, their
limited ability to use larger amounts of creditthe prevailing cultural conditions and in the
absence of economic opportunities), many womenlikedy to lean on their husbands to
make better use of the loans.

In general, though in some cases the impact ofafii@nce on women empowerment is not
satisfactory due to limited capacity of women t@ Usrge amount of loan and absence of
economic opportunities as well as cultural impéchas a positive impact on empowering
women clients to participate in decision making\atoés and improvement of households

welfare as a result of their participation in micmance services.
2.10.3 Microfinance Impact Studies in Ethiopia

Microfinance has become a growing sector in Etlaophis is partly because of the demand
created by the abject poverty in the country andoeraging policy atmosphere for the
microfinance services as part of poverty reducstiategy. Accordingly, there have been a
growing number of microfinance impact studies betogducted by academic institutions,
microfinance associations, government agenciesfiamting organizations and donors. As a
result, it seems difficult to get all the impactdies undertaken by the host of actors and
partners. However, some of the studies to whichrédsearcher granted access have been
reviewed here. For instance, Wolday (2003: 42-3\chales that the microfinance industry in
Ethiopia showed remarkable growth in terms of adhe He states that the “MFIs have been
successful in addressing the financial needs ofrthral poor.” Good repayment rates,
mobilization of significant amount of savings frahe poor, and promotion of food security

among the poor were reported by the study.
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Doocy et.al (2005) in their research on programnoérd/isdom Microfinance Institution in
southern parts of Ethiopia suggested that micrafieaprograms have important impact on
nutritional status and well-being of female clieated their families. The paper noted that 26
clients were significantly less likely to be food aecipients than non-clients. It also reported
success in reducing vulnerability to prolonged didwand food insecurity.

The paper by Fitsum and Holden (2005) indicated tha impact of participation in
microfinance resulted in positive changes in pepiteaconsumption expenditure but not
statistically significant. The impact on off-farnrmcome and children’s education was
statistically significant positive change. Howevkvestock holding is negatively correlated
with participation in the microfinance.

In his study undertaken in Amhara Regional Statetaeh (2004) said that even though
microfinance programs are expected to positivelfecaf household economic portfolio,
income, coping mechanisms against risks, empowdrmoenthe poor, food security, and
business profitability, “the available evidence gesfs little progress in this regard.” The
findings of Mayoux (1998) shown that links betweenicrofinance and women’s
empowerment are positive but limited by design.t @fectiveness in eliminating poverty,
and a misplaced diversion of resources. The papgrdsmany women did not control loan
use. Microfinance programs in some cases createest@mntension between spouses, and
many women focused on personal rather than sobjattives. In connection with women’s
empowerment, Padma and Getachew (2005) reportétilvpasipact of microfinance.

Tsehay and Mengistu (2002) reported more positiveact of microfinance on poor women
in Ethiopia. They concluded that participation tesdiin significant increase in household
income. Women were said to be able to provide ler lasic needs of their families; had
control over resources; owned assets; able to eppeth risks; save more for future use; and
increased empowerment, among other things. Accgrdin Meehan (2000), services of
Dedebit Credit and Saving Institution had a sigaifit impact on increasing agricultural
production, increasing trading activities, incregsincome, food supply, child education,
clothing and other basic necessities. The studylades that the credit provision had a

positive impact on alleviating poverty.
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Asmelash (2003) said though not statistically digant, clients had higher income than non
clients. He also reported more diversified incoroarses, building of key assets, improved
child education, increased access to health fiesiland nutritional intake, and improved risk
management capacity. Most (if not all) empiricatrafinance impact assessment studies on
Ethiopia reported positive changes in the liveshef clients. However, some of the changes
observed were not significant.

In summary, microfinance has been carried out leviate poverty by connecting the poor
into productive economic circuit. This objectivesvaxpected to be attained by creating jobs,
increasing income, diversifying income sources, ilena better access to health and
education, empowerment, and protecting againss$,reskong others.

Practice, however, revealed that the outcomes ofafimance have been both the anticipated
positive changes and in some cases unexpectediveegasults. These outcomes include
generating sufficient income to exit the low-incopeople from poverty and powerlessness;
achieving slight economic objectives in reducinggrty; and pushing the participants further
into poverty. Such mixed research findings causegiling doubt concerning positive impact
of microfinance that also became the beginning lo$ study However, in conclusion
governments and donors should know whether the gaiarmore from small loans compared
to other alternatives such as health care, educatgriculture, food aid etc. Most measures of
the impact of microfinance institutions fail to ¢a for what would have happened in their
absence. The net contribution or impact of micmfice to poverty reduction should be

properly and more accurately measured.
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Chapter Il Methodologies

3.1 The Study Area

Shirka Woreda is located in Oromia Regional stArsj zone and contiguous with Agarfa
Woreda of Bale zone in south, Lemu and Bilbilo (Bjgkin west, Robe Woreda in east and
Ticho and Tiyo in northern. Shirka is surroundgdthilalo mountain with altitude of more
than 3500 mm and Arsi Bale massive and Wabe riveouth and Hulul river at east which
makes the location dry island and very unique dtrddive.

Agriculture is the main economic activity in theear The non-agricultural activity is not
widely practiced in the area except some pettyiricadctivity at micro level. According to
the woreda agricultural office the total area of tworeda is about 109,300 ha with the
cultivated area of 58,000 ha . From the total &2&%6 high land (baddaa), 32 % medium
(baddadaree) and 46% low land (gammojji). Thel totaman population of the region is
about 163,117 of which 81,461 are male and 81,666v@men. The major crops grown in
the region are wheat, Barley, Teff, Maize and SonghSpices and other different crops are
also grown in large quantity in the area. Shirkang of the highest productive and surplus
producing area in the zone .Moreover live stocksdpction is common in the area. Many
rivers are available covering the whole area butenough irrigation (both modern and
traditional) facilities.

Even though the area is potentially productiveoth food crops, cash crops and livestock, it
lacks some infrastructures such as rural road] eleatrification, financial institutions such
as banks and other facilities as demanded. In tbeetd there was no any government as
well as private banks available which provide dresdrvice for long times. Before the
inducement of OCSSA the farmers were exploitedraglitional money lenders. More over
many businessmen went to another Woreda, Bokajibdorowing money from banks to run
their business. Currently the OCSSC is the only pt6Viding credit for the rural community
including rural women in the area.
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3.2 Research Method

The research method employed was a survey methmit. qalitative and quantitative data
were used in the study. The data included bothayrand secondary data.

The primary data was collected by conducting daerurew with target sample respondents,
using a semi structured questionnaire containingy lstose and open ended questions. The
guestionnaire was prepared in English and trargskatedfan Oromo during the interview by
the interviewers; the interviewers were orientedrémslate English to Afan Oromo. This is
because the local language that both the respandedtthe employee can easily understand
iIs the Afan Oromo language. The secondary data awtlected from secondary sources
including published books, unpublished yearly oarterly reports, journal of articles, CSA
reports and other relevant of financial reports rdover different websites were used as

source of information

3.3 Sampling frame, Sample size and Sampling Procaes.

The selection of the study area, Shirka Woredam fother branches of OCSSA in Arsi Zone

was based on the potential of the area in the ptamu of cash crops and lack of other

financial institutions in the area which providedit for the women so that the true impact of
the OCSSA on the living condition can be indica#&dotal sample of 70 women members of
the OCSSA was selected from three credit centeteanWoreda using Purposive sampling
technigue. The sample women member of the OCSSAselasted according to the duration

of time they participated in the program. Early nbenship was selected first from each credit
centers. The name of the members in three crediieewere written first and then the longer
their duration were the criteria for the memberbécselected for the interview.

In this study, mix of approaches was used in datiheging instruments, in assessing the
impact of OCSSCO clients. Primary data was coltetteough the interview from the sample

respondents using semi structured questionnaire.
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In addition to this, focus group discussions welso aonducted with the clients of the
program and officials and employees of study akéareover Secondary data was collected
from secondary sources such as review of booksng@uarticles, unpublished study

documents CSA reports and other official reporteetdfvant quality, and internet sources.
3.4 Data Analysis

After collecting the required information the nestep was analyzing the data. Descriptive
statistics, analysis method was used for this rebdaecause the majority of the information
is qualitative and the respondent’s personal respaincluded in the research. Percentages,

graphs and narratives are used to describe the@rd the study.
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Chapter IV Findings of the Study

In this section data collected both from primaryd esecondary sources were presented,
analyzed, and interpreted in detailed based ongdreral and specific objectives of the
research. The respondent’s general characteretidsvarious socio-economic issues related

with tangible impacts of MFIs at individual and errise level was discussed in detail.
4.1 General Characteristics of Respondents

The demographic characteristics of the respondenish as their age’s, number of
dependents, marital status, their educati@falevel, may have direct or indirect relations

with the way they use the loan or other financages. The following table summarizes the

sample respondents’ individual demographic charsties.
4.1.1 Age Distribution of the Respondents

Table 4.1 Sample respondents by age

Age No of cases/count Percent (%)
18-20 0 0

21-30 11 15.7

31-40 26 37.1

41-50 23 32.9

51-60 9 12.9

>60 1 14

Total 70 100

Source: survey data

In the table 4.1 most of the respondents [85.7%Fwe the reproductive ages; i.e., 15.7%
were in the age group 21 - 30 years, 37.1% wengdsst 31 and 40 years and 32.9 % were
between 41 and 50. Only 14.3 % were above agedgigher proportion of women were in
the lower age group, probably in the most active @mergetic age. The mean average age of

the respondents was 45.5 years, and this showsvitiathis adult age they can perform well
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and more females were at their younger ages, vitting desire to work hard and with
optimist future. This may have an influence on thgccess and continuity of their

microenterprises and thereby contribute to the chffwat credit may have in their lives.
4.1.2 Educational Status of Respondents

Table 4.2 Percentage distribution of the sample re®ndents by level of education

Education level No. of cases /counts Percent (%)
llliterate 41 58.6

Gradel-4 15 21.4

Grade5-8 10 14.3
Grade9-12 4 5.7

Above grade 12 0 0

Total 70 100

Source: survey data

From the sample respondents indicated in the tdble 41(58.6%) were non-literate,
15(21.4%) were grade 1-4 complete and 10(14.3%pE vgeade 5-8 complete. Only 4 out
70(5.7%) sample respondents were grade 9 and abbigeshows that majority of the sample
respondents 41 out of 70(58.6%) there educatidatlslies in the range of non-literate.
Education is one of the key variables that maygtrice the behavior and efficiency as well as
effectiveness of people. Education is a decisie#ofan uplifting the Individual and society,
because it improves his/her skills, potentials amkes him/ her more creative, and more
innovative.

Three out of any five respondents [58.6%] wereeilite and only 41.4% of the Respondents
were literate. This high degree of illiteracy mawa an impact on the way the clients use the
financial services that they receive.

Literate clients may influence the impact of th&nafinance services through increased
savings, repeat loans, amount of loan taken anelifecontribute to the success of their
business. This illiteracy problem is not limitedawoly the use of financial activities but also it

affects on all living condition of people in genlemaal women in particular.
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4.1.3 Marital Status of Respondents

Table 4.3 Sample respondents by marital status

Marital status No. of cases /counts Percertol
Single 2 2.9
Divorced 3 4.3
Married 51 72.8
Widowed 14 20
Other if any 0 0
Total 70 100

Source: survey data

Considering the marital status of the respondeantsable 4.3 above 2(2.9%) were single,
51(72.8%) were married, 3 (4.3%) were divorced a4(20%) were widowed. Out of the
total sample women about 27.2% of the females weteurrently living with husband (they
are living alone) and 72.8% were currently mar@gad live with husbands. This shows that
there was high rate of family dissolution; i.e.,ZZ% of the females were separated, divorced

or widowed.

Due to these and other reasons, the proportioaroily dissolution rate in the study area was
very high. This may be one of the causes for usmegrofinance services as a means to

improve their livelihood.
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4.1.4 Trends of Dependents

Table 4.4 Number of dependents in the house hold

No of dependents in the No cases No of cases
house hold Before the loan After the loan
1(one) 1 1

2(two) 2 1

3(three) 8 11

4(four) 12 7

5 and above 47 49

Total 70 70

Source: survey data

The number of sample respondents with the same euafldependents before and after the
loan was almost similar and did not have signific#ifference. Whereas the average numbers
of house hold dependents before the loan was Sd@#er the loan was 8.175. There was
the increment of the number of household depend&ntients after they have become the

beneficiaries of the micro finance program. Accoglio the survey result majority of the

respondents had 5 and above number of dependdhtbdiore and after the loan.
4.1.5 Membership and Loan trends of the Respondesnt

Table 4.5 Membership and loan trends of the resporents

Financial Membership | Is loan sufficient Proposed
institution loan
Mean average
Yes No
OCSSC 70 Cases | % Cases % 8127.90
27 39 43 61

Source: survey data
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Table 4.6 Amount of credit provided from OCSSCO tahe sample clients

NO of loan rounds No of Total Average loan per

cases/counts individual
loan(Br) (Br)

1%'round 70 102570 1465.29

2" round 70 162990 2328.42

3% round 45 136400 3031.11

4™round 27 97000 3592.6

5Mround 19 86100 4531.58

6™ round 11 60200 3010

Total 242 645260 2993.16

Source: survey data  (currency 1US18.50 Eth. Br)

According to the survey result of the respondenticiated in table 4.5 there was no other
legal Institution in the study area that providesdd in rural area except the OCSSCO. Out of
the total sample respondents 61% responded thdbéme provided by OCSSCO was not
sufficient whereas 39% of the respondents indic#tatithe loan provided was sufficient for
their purpose. This indicates that the loan that @CSSCO provide for the clients was not

sufficient to achieve the proposed objectives efrspondents.

In table 4.6 the loan average taken by the respusdeas 2993.16 Birr per individual
whereas in table 4.5 the proposed loan averagdhbatspondents need was 8127.90. There
was great difference between the loan amount peovity OCSSCO to the sample clients and

the amount of loan that was needed by the clients.
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4.2 Impact Assessment of Microfinance Institutiof{OCSSCO)

4.2.1 Impact of OCSSCO on Income

Micro finance is expected to improve the long tewonomic and social security of its clients
through wealth creation, income smoothing and asséding etc. The assumption is that the
intervention of the micro finance through the peiwn of financial services, especially credit
that aimed at enhancing the welfare and econoriatsin of its clients by availing adequate
finance to engage them in profitable activities. tba other hand, if the loan is used for
nonproductive activities, such as consumption amdhmase of non-productive assets, micro

finance intervention will not bring the intendedpact, which is poverty reduction.

One of the immediate impacts of having accessdditcfrom the micro financing program is

on income of clients’ households. Thus, particatin micro finance program may have a
positive impact on the economic welfare of client®useholds. Households with higher
income levels have more choices, can better mest thasic needs, and enjoy broader
opportunities. And the change in the householdarelmay be evident in the diversification
of income sources and in the trend of income infdloel security, in the education of children
and access to health facilities, employment oppdtiees, in the food consumption patterns,
and the ownership of specific key assets. Theviollg tables summarized the trends of the

household income of the respondents.

Table 4.7 Trends of household income

Overall household income No of cases Percent (%)
trend during the last 2

years

Increased 63 90

Remain the same 3 4.3
Decreased 4 5.7

Total 70 100

Source: survey data
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Participation in micro finance service has an etqtean that leads to increase in household
income. Therefore, in order to evaluate the imphdCSSCO’s service on the household’s
income of its clients, sample respondents weredasikgudge the trends of their household
income in the past two years. Accordingly, the ltesuthe table 4.7 indicate that 63(90%) of
clients replied that their income has increasedhm past two years, 3(4.3%) of clients
reported that they have experienced no changeein itttome and 4(5.7%) of sample client

replied that their income has decreased in theiqueuwo years.

Respondents were also asked the reasons for iedreass decreased income of their

household since they have participated in the nfiognce program.

Table 4.8 Reason of income increase

The reason for increase No of cases/counts Percent (%)
of income

Good Agricultural season | 24 38

Expand existing business | 8 12.69

Able to purchase input due | 27 42.85

to Accessibility of credit

Got jobs 2 3.18

Other 2 3.18

Total 63 100

Source: survey data

Based on the report in table 4.8 the reason why thcome had increased in the previous
two years, 27(42.85%) client replied that theirame had increased due to they were able to
purchase in put because of accessibility of credi38%) of clients replied that their income
had increased due to good agricultural season. Ekengh there was no significant
difference between the impact of credit assessmadt good agricultural season for the
income increment of the sample respondents, th@ megison for increment of income of

client (42.85%) was due to accessibility of credit.
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Table 4.9 Reason of income decreased/remain constan

Reason for income No of cases/counts Percent(%)
decreased/remain

constant

lliness or death of one or 1 14.29
more of family member

Unable to get input due to| O 0
lack of credit

Crop failure 5 71.43
Family member lost job 1 14.28
Other

Total 7 100

Source: survey data

On the other hand, the most fundamental reasondeiareased/remain the same household
income were asked , accordingly, 5 out of 7 (71 18¥ents replied that their income has
decreased/remain the same because of crop failuve.remaining 2 out of 7 (28.57)
respondents their income remain the same/decregetb lliness or death of one or more of
family member and their Family member lost job w#re main reasons why their income

were decreased/remain the same.
4.2.2 Impact on House Hold Consumption

Micro finance intervention is expected to suppdents in ensuring food security, which is

one of the main objectives of the institutions #mel prime concern of all house hold insuring
food security, (Tsehay and Mengistu, 2002). Thed@mn of diet (nutrition) is an important

factor in the well being of the household memb@twus, the assumption of this variable is
that the participants of the micro finance scheniehave a better house hold diet condition
and food security in bad years. Hence, for the gegpof this study the monthly expenditures
on food and the trend of consumptions expenditwksespondents were used as the
variables. In line with this, respondents were dstkee changes they perceived in their food

consumption after micro finance program participati
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Table 4.10 Approximate monthly consumption of the espondents

Indication of monthly | Before the loan After the loan
consumption measure Eth. Birr Eth. Birr
Mean average monthly | 308.99 530.49
consumption per sample

clients

Source: survey data cyrrencyl$=18.50 Eth Birr)

Before the loan the approximate mean monthly copsiom expenditure per client was Birr

308.99. After the loan the average approximate higprdonsumption expenditure of client

was Birr 530.49. The change was 221.5 Birr. Thifidates that approximate consumption
level was increased by 221.5 Birr after loan.

The change of approximate monthly consumption edipere of clients after the program

was higher than before so the result supports rinengent that the intervention of the micro

finance improves the consumption expenditure ohitgseholds of its clients.
4.2.3 Impact on Accumulation of Assets

The survey attempted to assess the impact of fiitance on households’ accumulation of
assets. This is because ownership of durable assedgarded as one of the most important
indicators of improvement in the household welfdnethis regard, in addition to the impact
on the overall house hold income, micro financal$® expected to improve the ownership of
key household assets of its clients. For many Hwolds, the house, they owned, is the most
valuable asset. When the house is improved, itespges in value, and there by increases a
house hold’s material wealth, it provides shelted aontributes directly to the material well
being of the house hold, but it can also servedate or enhance a business premise. Housing

improvements may create space for inventory orrcgheerprise-related items.

Hence, the assumption of this variable is that,ebelaries of micro finance scheme have
better housing condition and ownership of residéritouses obtains an opportunity of large
capital through loan, they will be engaged in merefitable and productive activities,
thereby increasing their income level. Due to tthey will have better financial capacity to
upgrade their residential and business housesghrogpair or build additional rooms from

the income obtained due to loan able activities.
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Table 4.11 the type of the house the respondentsuea

Type of house

No of cases/counts

Percent (%)

Roof with iron sheet 33 47.15
Roof with grass 37 52.85
Total 70 100

Source: survey data

Table 4.11 shows that currently more than halhefrespondents live in the grass roof houses
but only 47% live in the iron roof houses. Thisicaded that more work is expected from the

concerned government body to help them to imprbee tiousing.

Furthermore, Table 4-12 summarizes the frequerafieghether the respondents have made

any improvement on their houses or not after tieeaidoan.

Table 4.12 Answer of the respondents whether theyakie Improved their house or

not

Response on improvement of No of cases/counts

Percent (%)

their housing

Yes 55 78.57
No 15 21.43
Total 70 100

Source: survey data

The survey result from table 4.12 indicated thg78%57%) of the clients made improvements
in their houses through repairing and/or buyingdmog equipment during the last two years.
From this result, it was possible to say that OCSSQmicro financing intervention has

appositive impact on the housing improvement ofttbaseholds of its clients. To improve
this argument, when clients were asked the souréecome to improve their houses, their
reasons or source of income for improvement of ir theuses would be summarized as

follows.
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Table 4.13 Reason for the improvement of the hoaof the respondents

Reason for the improvement No of cases/counts Pente
Access to credit 29 52.73
Gifts or Aids 2 3.63
Improved income 24 43.64
Others 0 0

Total 55 100

Source: survey data

From the survey result indicated in table 4.13was found out that out of the total clients
reported that had improved their house, 29(52.7&%ljed that the source of income for the
improvement of their house was due to access ditdrem the micro financing intervention.

Therefore, the results suggest that OCSSCO’S nfinemcing intervention had a positive

impact on the improvement of housing of its clisritbuseholds.

Table 4.14 Trends of number of livestock of clientafter program

Number of livestock after No of cases/counts| Percent (%)
program participation

Increased 52 74.28
Remained the same 11 15.72
Decreased 7 10

Total 70 100

Source: survey data

Livestock’s are considered as the assets of thed oammunity which are kept for time of
risks and other purpose. According to the survesultein table 4.15, 52(74.28) clients
increased their number of livestock after prograartipipation, and 18(26.72%) of the
respondents not increased the number of theirtbe&s This indicates that the OCSSC had a

positive impact on the increment of the numbeiwadtock of its clients.
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4.2.4 Impact on Purchasing power of Clients

It is assumed that people with better income maag lzacapacity to spend more. On the other
hand, although poor people have a need to expeoddar to live a luxurious life, but they
have no income to spend. It is assumed that Micrante Institutions can improve the
purchasing power of their clients through the psmn of credit. Accordingly, the
respondents were asked whether their purchasingmptoanbuy items was improved or not.

The result was shown in the following table.

Table 4.15 Trend of purchasing power of clients

Purchasing power to buy

items improved No of cases/counts Percent (%)
Yes 62 88.57

No 8 11.43

Total 70 100

Source: survey data

From table 4.15 the survey result indicated tha{88257%) of the clients reported that their
purchasing power to buy items was improved. Onrdthed 8(11.43%) of clients replied that

their purchasing power was not shown improvement.
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Table 4.16 Reason for improvement/not improvementfgurchasing power

1.Reason for purchasing
power was improvec

No of cases/counts

Percent (%)

Due to increase in income 36 58.06
from microfinance activities

Due to increase in income 2 3.23
from non-microfinance

activities

Gifts or aids 2 3.23
Good agricultural season 18 29.03
Others 4 6.45
Total 62 100

2. Reason for purchasing
power was nd¢ improved

No of cases/counts

Percent (%)

Failure of agricultural 6 75
products

Others 2 25
Total 8 100

Source: survey data

From the survey result indicated in table 4.16, @uthe sample respondents who reported
that the trend of their purchasing power to bugngevas shown improvement, 36(58.06%) of
the clients replied that their purchasing powebug items was improved due to income from
loan able activities. On the other hand, out of shmple respondents who reported that the
trend of their purchasing power to buy items watssmown improvement, 6 (75%) of clients
agreed that their purchasing power to buy items was improved due to failure of
Agriculture. The findings of the survey indicatdtht OCSSCO’S micro financing scheme

had a positive impact on the improvement of thepasing power of its beneficiaries to buy

items

41




4.2.5 Impact on Access to Education

As children and other school age dependents optlee households have marginal access to
educational facilities, credit provision for incorgenerating activities is expected to improve
this Situation. The assumption is that households Wwigher income levels have more
choices and broader opportunities so as to meetrtheds. Therefore the hypothesis of this
section is that in addition to the improvementnedme, micro finance is also expected to
improve the possibility of additional expenditurieseducation of beneficiaries’ household
members. The findings below were based on the numbechool age children attending
school. A simple measure of participation in ediocats the enroliment rate, defined as the
percentage of children with the normal age rangafiending a particular level of schooling
that are actually enrolled. Information was coketcton the trend of school age children

enrolment of the clients; the findings of the stugsre as follows.

Table 4.17 Trends in number of family members atteding school

Number of family members

attending school No of cases Percent (%)
Increased 46 65.72
Remain the same 7 10
Decreased 12 17.14

Other 5 7.14

Total 70 100

Source: survey data

The survey result regarding trend of school agilam enrollment during the last two years
reveal that the clients of the house hold had tegobetter improvement on school age
children enrollment during the period. The restlbws that 46(65.72%) of sample clients
reported the trend that the number of their famigmbers attending school increased for the
last two years. The remaining sample responded®%d) did not show changes in enrolment
after loan,12(17.14%) decreased because of droplugdo a number of reasons including
migration to outside the country in search of jalnsl 5(7.14%) the loan takers did not have

children to send school.
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Table 4.18 Reasons for increase in school Enrollmen

Reason for increase in school enrolment | No of cases/counts| Percent
Income improvement from loan 33 71.74
Access to new school building 2 4.34
Increase in the awareness of household 11 23.92
towards education

Total 46 100

Source: survey data

Farther more, when clients were asked for the reasbincrease or decrease in the trend of
their access to school during the last two yealde#.18, those who had shown an increasing
trend 71.74% of them had replied that the mainaedsr the improvement of school age
enroliment in their house hold, was income improgamfrom loan able activities and
23.92% replied increase in the awareness of holdehtowards education for the
improvement of enrolment. Moreover access to ndwaicbuilding (4.34%) was one of the

reasons for the increment of school enrolment.

Table 4.19 Reason to decrease/remain the same itasal enrollment

Reason for decrease/remain constant in numbey

of school attendance NO of cases Percent (%)
Lack of income for payment of school tuition fee 5 20.84

Lack of access to education in area 0 0

Lack of interest to attend school 8 33.33
Others 11 45.83

Total 24 100

Source: survey data

The sample survey data in table 4.19 indicated 24§84.28%) of the sample respondents
replied that the number of school attending wasimaeased. According to the survey 20.84
% was because of lack of school fee, 33.33% waddallack of interest to attend school and
the remaining 45.83% was due to other reasons.atiogrto foreign and domestic towns in

search of jobs were the majors one. Moreover thie neasons for the school age children do

not attend the school include they are needed t& imdusiness and agricultural activities.
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4.2.6 Impact on Access to Medical Facilities

With regard to the impact of OCSSCO's on accessadical facilities to its clients, the
respondents’ access to medical facilities durirg l#st two years was summarized in the

following table.

Table 4.20 Trends of medical facilities of responates

Access to medical facilities had improved after

program participation No of cases Percent (%)
Yes 70 100

No 0 0

Source: survey data

The result of the survey summarized in table 4:2@fthat 70(100%) of sample respondents
of the clients had reported that an increasingdtiertheir access to medical facilities. This
indicates that the MFIs paved the way for its d¢beo attend medical facility.

Table 4.21 Reason for the improvement of trend of edical facilities

The main reason for access to medical facilities

was improved No of cases | Percent (%)

1. Access to money from the microfinance 61 89.70
Activities

2. Better local treatment 0 0

3. Sold household assets 3 4.41

4. Borrowed from other source 0 0

5. Others 4 5.89

Total 68 100

Source: survey data
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From the result of the survey compiled in tablel4.2 was also identified that from the
sample clients who reported the improvement of tiend of their medical facilities,
61(87.14%) have agreed that the improvement oftloess to medical facilities was due to
access to money from loan able activities. We aarclade that the program participant had
benefited from the micro financing scheme and tl@¢SSCO had positive impact on the
improvement of medical facilities of its clients.

4.2.7 Impact on Employment

Having access to micro finance credit has also &rpeimpact on the employment
opportunities of the household of clients. Basedhenassumption, information on the type of
business activities and trends of employment oppdirés were collected.

Table 4.22 Major types of business activities thegngaged after the Loan

The major types of activities_ t_he r.espondents No of cases Percent
engaged after program participation

(%)
Local drink preparation 5 7
Agricultural activities 29 42
Animal husbandry 17 24
Retail trade 16 23
Others 3 4
Total 70 100

Source: survey data

Table 4.23 Trends of income due to job opportunity

Income had improved due to improvement in

job opportunities due to microfinance No of cases Percent (%)
Yes 67 95.71

No 3 4.29

Total 70 100

Source: survey data
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The result of the survey described on table 4.2%cate that from the total sample

respondents, 29(42%) of the clients reported thayg tvere engaged on agriculture. The other
17(24%), 16(23%), 5(7%) and 3(4%) of the clientsenengaged on Animal husbandry, retalil
trade, the business activities of local drink prapian, and other works respectively. These

were the main business activities that sample redgrats were engaged.

Respondents were also asked the trend of their cgmmeint opportunities and income
improvement, whether there was improvement or Aotordingly, the result on table 4.23
indicates that 67(95.71%) clients reported thatr teenployment opportunities had shown
improvement on their income. On the other hand}.29%) of clients reported that the trend
of their employment opportunities had not improteeir income. It is possible to say that the
Micro financing Scheme have positive impact on ewyplent generation and improvement of
income.

4.2.8 Impacts on Savings

There are two types of savings. Compulsory and ntaly saving compulsory saving is
normally enforced and started immediately when lthen is approved for the program
participants. On the other hand, compulsory savimgudes compulsory group saving,
compulsory center saving and compulsory individsavings. These kinds of saving are
important in micro financing scheme since theywsed as collateral. Compulsory saving is
Birr 10 per month. The voluntary saving is an indial saving that is based on the
willingness of the individual to save and with dratany time when the need arises.

Table 4.24 Trends of personal savings

Type of savings had the respondents made after
program No of cases Percent (%)
Compulsory savings in MFI 70 100
Voluntary savings in MFI 9 13

Saving and credit association

Iqqub 10 14

Other

Source: survey data
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Table 2.25 purpose of saving of the sample respontde

Purpose of saving of respondents
No of case Percent (%)
To earn interest income 2 2.86
Loan repayment 22 31.43
For safety purpose from theft or damage) 1 1.43
To expand your business 45 64.28
Other
Total 70 100

Source: survey data

The result of the survey conducted on saving saoaif the sample clients indicated in table
4.24 , 70(100%) of the clients reported that theetpf saving the clients are using in the
scheme was compulsory saving, the remaining 9(18%)10(14%) voluntary saving in MFI

and local institution (Iqub) respectively.

The purpose of saving reported in table 4.25 indotahat 45(64. 28%) of the clients save to
expand their business, 22(31.43%) for repaymenpqa& and the remaining for interest

earning and safety purpose.
4.2.9 Impact on Empowerment

Apart from economic and socio-cultural impacts, nmifinance intervention is believed to
boost the borrower’'s sense of self-esteem. In tegears, much attention has gone to
describing how micro finance might lead to incresmpowerment of the borrower. In many
cases, the focus is on women borrowers and chandksir status within the household and

the community.

In this research, participation in a micro finapcegram is expected to have positive impacts
on empowerment of the individuals who receive ars#® whe micro finance services

particularly female clients. This study also triedassess the gender dimension with in the
household. That is the assessment was made in toréealuate patterns of decision making
and what happens to the role of the married womiénhusband and the alone women in the

house hold and business activities as they becoemety@r of micro finance program.
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As we have seen above, empowerment of women idnopertant dimension of well fare

improvement. Since OCSSCO has this as one of iteepconcern, it is therefore very
fundamental to raise the issue of women empoweraenésult of the credit provision. With
this in mind, however, examining whether womenlyeialvested the loan they have taken in
activities that they found appropriate so as torowup their living standard needs closer

attention. The trend of the decision making ofréspondents was indicated as follows.

Table 2.26 Decision making in the household

Decision making to take loan and use loan

in the house hold of respondents No of cases Percent (%)

Husband only

Wife only 27 38.57
Husband with wife 43 61.43
Total 70 100

Source: survey data

As we had seen in table 2,26 above women were faostles decided to take the loan alone
and jointly with their partners. Participation iniamo finance program expected to help to
control over resources in the part of women cliemtdormation who makes decisions
regarding the decisions about taking loan and ulkiag was collected. Out of total sample
respondents of clients 43(61.43%) made decisiontab&ing and using the loan the husband
together with the wife, and 27(38.57%) wife onlydaadecision regarding to take and use
loan. In here out of the husbands no one was malectsion alone. On the other hand even
from the partners 8 wives decided alone on credites. From this result, we are safe to say
that women were actually making use of the loary theeve taken to improve their own and
their families’ living standard. Therefore, it isgsible to suggest the impact of credit of micro
financing scheme on woman empowerment due to thdtrehow that both married and the

others fully participate on decision making conaggrioan.
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4.3 General View of the Respondents

Table 2.27 General Information of Respondents

The clients had benefited from the credit
scheme of OCSSCO (their response) NO of cases Percent (%)
Yes 68 97.15
No 2 2.85
70 100

Source: survey data

Table 2.28 Major operational problems of OCSSCO

Major problems faced by the
respondents No of cases Percent (%)
lack of business knowledge 14 20
shortage of working capital 23 32.85
lack of market for output 4 5.73
lack of knowledge of using the 8 11.43
loan
Bad weather condition 19 27.14
loss or damage 2 2.85
Others

70 100

Source: survey data

The sample clients were asked to respond whether were benefited or not from the
Microfinance Institution (OCSSCO). According to itheesponse summarized in table 2.27,
out of the total respondents 68(97.15) reported ttay were benefited from OCSSCO, but
only 2(2.85%) reported that they were not benefiteth the scheme.
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On the other hand respondents were asked their opgrational problems since they had
become the beneficiary of micro financing schemecokding to the result indicated on table
2.28, out of the sample respondents 23(32.85%)tegbdhat lack of or shortage of working
capital. 19(27.14%) of the sample respondents atelt that during their stay in loan bad
weather condition was the main problem. 4(5.73%dreed absence (lack) of market for their
output was the main operational problem, and therot4(20%) Of the clients reported that

lack of business know ledge was the main operdtjanadlem and so on.
4.4 Focus Group Discussion

The perception of clients in the program as it waglained in the methodology part of this
research, there was focus group discussions maithesample respondents. Based on this
group discussion, an attempt was made to knowehseption of sample respondents with the
OCSSCO's micro financing scheme in the study dfean this discussion, information was
gathered in relating with the benefits, the samefpondents obtained from the program, any
kinds of weakness that needs attentions about rthgrgm and their recommendations to
show the direction of improvement about MFIs sesicAccordingly, the perceptions of
clients concerning the benefits they gained frommghogram participations on improvements
on house hold income, house hold consumption statmsl access to employment
opportunity, access to medical facilities, educalofacilities and savings are identified.
From the discussion, it was identified that 90% saimple respondents reported that
participating in micro finance program would seeveiseful purpose in increasing income of
households and wealth (assets) accumulation, slizmie developed the habit of saving help
them to expand their business to offset any pasdiliure loss, for loan repayment, urgent
need to cover an expense of education, medical neiiqpee, to purchase house hold
equipments, and for contingency. Most of the samgdpondents have agreed with the time
of loan disbursement, voluntary individual savirfgtee program, group compulsory saving,
center compulsory saving, and supervision montelyter meeting and appropriate time of
loan disbursement, and loan repayment. During teeudsions, respondents replied that in
spite of the benefit of the credit provision in imping the income of their house hold, the

size of the loan the institution have allowed is $onall.
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This, according to them, limited their capacitiestlsey are forced to engage in activities that
asked them little effort and provided them withakureturn over that would enable them pay
their debt timely. In addition, they went on tg&ain that small loans discourages even those
poor people whose credit requirements higher thamtaximum amount of money that could
be permitted by the institution. During the focusup discussion also most of the clients
argued, that in spite of the fact that they hawagacity to borrow a loan amount more than
the maximum amount that is allowed to borrow thstifntion does not permit to borrow
larger amount. Moreover they complained for thernest rate that they pay for the loan is
high. They have agreed that group lending appraaithportant to clients that cannot provide
collateral for credit, but all of the respondente aot interested in this lending approach.
They replied that despite the fact that their growgmbers, especially those who are not in a
position to settle their debts when illness or deate assisted, but they are people who
commit default intentionally or fail to repay loardace a financial burden up on their group

members, where by all members of the group woultbfieed to share the cost.
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Chapter V Conclusion and Recommendations

5.1 Conclusions

Providing the poor access to credit is one of thdous instruments in order to reduce
poverty. Since formal financial institutions failealreach the poor for collateral requirements,
micro finance program is being practiced all oyez tvorld as one of the major strategies
being used to reduce poverty through the delivérfynancial services such as credit saving,
insurance, etc. Micro finance institutions haveabbshed in Ethiopia after the issuance of
proclamation No 40/1996. Many microfinance instdas registered by the National Bank of
Ethiopia (NBE) and started delivering services. dgdprovision of credit and saving
mobilization is thought of as an avenue for develept. Based on this line, OCSSCO was
established in 1997 in Oromia Regional state wite bbjective to reduce poverty and
promote economic development through the provisfoeredit and saving services. The main
objective of this study is to assess the impaddG5SO’s program whether it has improved
the living standard of the poor women. The impagteasment was conducted in Shirka
Woreda sub-branch of OCSSCO in Arsi Zone of Oramgional state.

The few impact assessment studies conducted imotshshowed that the intervention of
micro finance has positive impacts on improving fheng standard of the poor and
ultimately reduce poverty. But there are studied thdicate Pessimistic kind of result on the
impacts of micro finance towards reducing poverty.

Based on this assumption, it was hypothesizedgésdtcipating in micro finance programs
improves: the level of income, food security ofith@use hold members, their assets and
enables the poor to have access to school and ahéalidities and empower them. Data were
collected from the sample respondents of womenntsieThe questionnaire includes
household demographic characteristics, socio-ecananpacts, perception of respondents
about the program and their suggestions. The assess were focused on the impact of MFI
at household level, which mainly associated with thanges in the living condition of the
individual clients.
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The analysis of the assessment at the house hadtl Weere by using descriptive analysis
based on variables such as income, house hold mmiswm, employment opportunities,
saving, access to education, and medical facilgreswomen empowerment. The assumption
of micro finance intervention is that the provisi@h financial services to the women
improves the living condition and economic situataf its clients. Based on this assumption,
the findings of the study made on the interventbmicro finance in the study area would be

summarized as follows.

In the study area, most of the sample respondesits fwund to register an increasing trend in
their income for the last two years. 63 (90%) ohpke respondents the trend of their income
has shown increasing for the last two years. Impment of their ability to purchase in put

due to access ability of credit was the main factmr the increasing trends income for

clients.

As far as food consumption is concerned, thereavsignificant difference, after the loan on

the average approximate monthly consumption ohtdieThe change was birr 221.5) which

showed a significant change in consumption.

Regarding to the housing situation, the surveyltesdicated that 55(78.57%) of the clients
made improvement and repairs their housing durmeglast two years. In addition to this
when respondents were asked the source of incormepi@ve their houses, 29(52.73%) of
the sample clients, indicated that due to incorenftoan able activities. The survey result
also indicated that the employment opportunitieghefclients were improved during the last
two years.

The study also indicated the positive impact of thiero finance on the improvement of
medical facilities of program participants .Thediimgs of this study showed that almost all
70(100%) clients have shown improvement of the owdiacilities of their households

during the last years. Accordingly, the main fackor the improvement of their medical

facilities was access to money from loan able dia/

Concerning saving, almost all clients did not haareing account before they had participated
on the micro finance program, but after they bectineemember of OCSSCO they became
the beneficiary of compulsory saving and some atiadgave voluntarily. Moreover some
improve their capital through saving in traditionattitution, for example Iqub from the

income obtained from loan activities.
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The result of the findings also indicated the im¢stion of the micro finance in the study area
had a positive impact on the educational facilittésthe household of clients. Moreover
women’s autonomy in household decision-making lmsva a great improvement after the
loan. Those women with husbands the majority maglgswn on loan issues with their
husbands and some women unfortunately made de@kae. Therefore this indicate that the
intervention of the micro finance in the study ahe&e positive impact on empowerment of
women.

Most of the respondents have appreciated the apatepime of loan disbursement and
appropriate time of repayment. Center meeting eckat chance for clients to make contact
and to exchange their experiences and share thaiem. But in group-based approach,
clients claimed that some clients intentionallyefdito repay their debts so that it becomes the
financial burden on the other group members. Otlaéss claimed that the loan was not
sufficient for their projects.

This study indicates that more than 90% of cliaagseed that the intervention of the micro
financing scheme in the area improved their livatgndard of their households. But some
clients reported that lack of knowledge, lack obital and illiteracy were the main problems
in the use of loan.

Lack of sufficient financial resource to fulfill fide working materials like computers and
other materials, absence of sufficient infra stiues especially in the rural areas and illness or
death of its clients to recollect the loan were sarhthe main problems identified from the
discussion made with the official and staff of OC&5
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5.2Recommendations

As a policy indicator, the intervention of micrandince is expected to improve the living
standard of the poor and reduce poverty. As sugémptroves the economic status of the
society and country as a whole.

From its initial establishment OCSSCO is expedededuce poverty and promote the
economic development through the provision of dredid saving services. Based on the
findings of this study, OCSSCO has attained thgetanf improving the living condition of its
clients in relation to income, employment opportieési, consumption status, and education
and health facilities.

According to the respondents in the impact studyeduacation the majority of the dropouts
were those who migrate to foreign countries andektim towns in search of jobs. This needs
a policy as well as immediate measure to reversaithation.

It was clearly found out that the majority of thergple respondents were illiterate, and some
had problem of knowhow in the use of loan. A gsention should be given to improve the

educational level and basic knowledge in the usedtdit.

As most of the clients suggested that the loan waatssufficient to run their projects.

Therefore, OCSSCO ought to make an effort to irsgethe size of loan for its clients in
relation to the business size and type of actwitie

Moreover, clients also indicated that the interee is not fair, especially, when they
compare it with interest rate on saving (5%) witk tending interest rate (15%). They said it

discourages saving in the institutions.

The finding of research also indicated that theeeewthe diversification of business activities,
almost 42% and 58% of the loans were disbursedadpicultural activities and different

business activities respectively, but the sizeheflban the institution allows is very limited.
This, according to the respondents, limited thapacity to engage in activities required high
initial capital. As a result, they were simply eggd on activities that give them immediate

return and would enable them to repay their credit.
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Therefore, OCSSCO must make an effort to strengttefinancial capacity in order to
increase the amount of loan it disburses for eédehtcMoreover it should call NGO, investor
and government for additional source of funds tacheout the remote and the poorest
segment of society.

As far as facilities concerned the OCSSCO shoaleetio give attention in fulfilling official
materials like computers, transport and other mequeénts to facilitate the loan. Moreover

this study can be used as input for the researreépolicy makers.
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APPENDICES
I. Questionnaires

This questionnaire is prepared only for academic pipose for the fulfillment of master
of Arts in rural development (Indira Gandhi National Open University, School of
continuing Education) on the title “Impact Assessrant of the Microfinance Institutions
on the living condition of rural women, the case ofOromia redit and Save Share
Company (OCSSCO) in Shirka woreda, Oromia Regional State by Mesele Mearia
which can be used as development tool which givdsetopportunity for rural women to
improve their living condition, so you are kindly requested to give genuine answers,
thank you.

Name of interviewer

Date of the interview

1. Personal information of the Respondent

(Please make d ‘mark in the Dash provided in front of the Ques)io

1.1 Name:
1.2 Sex: 1. Male 2. Female 1.3 Age 1.4Marital Status:
1.Single 2.Divorced 3.Married 4. Widow 5.0thersifany

1.5 Educational level
1. Non-literate 2. Grade 1-4 catel 3. Grade 5-8 complete
4. Grade 9-12 complete 5. Above grade 12

If it is above grade 12, specify thalification:

1.6 Number of dependents within the household
1. Before the loan 2. After the loan
1.7 Are you the head of the household? YES NO
2. Loan and Loan Repayment

2.1 Did you have previous access to trsdm other formal or informal financial
Institutions?
1.Yes 2. No

2.2 If Yes, When? Amount of loan in birr
61



2.2.1 Purpose of loan

2.2.2 In how many months was the total loan wartede fully repaid?

2.2.3 Have you completed repayment of the loan?'esl 2.No

2.2.4 If your answer for Q. No 2.2.3 is No, Explgmour reason and amount.

Reason Amount of outstandBirg

2.3 Are you a customer of OCSSCO? 1, Yes 2, No

2.4 If your answer for Q 2.3 is yes, when did ydartsas customer? Year (in

Ethiopian calendar)

2.5 How many times have you taken loan since then?

2.6 What was the amount of the first loan? Birr
2.7 What is the amount of your current loan? Birr
2,8 Would you tell us the amount of credit you htalen from OCSSCO?
1st round Birr 5th round Birr
2nd round -Birr 6th round Birr
3rd round Birr 7th round Birr
4th round Birr 8th round Birr
2.9 Do you think that the loan is sufficient to rymur project?
1, Yes 2, No
2.10 If your answer to Q.2.9 is No, how much do poopose that is sufficient to run
your project? Birr
2.11 What is the interest rate of the loan? Per cent
2.12 Do you think that the interest rate on loarfais? 1.Yes 2.No

2.13 If you answer to Q.2.12 is ‘No, 'would youltets the appropriate interest rate?

Percent
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3. Information about source of income
3.1 Did you have a source of income for your hookkbefore the loan? 1, Yes
2.No
3.2 If your answer to Q.3.1 is yes, explain thersewand the amount of your income
Source of income Amount of tipnincome
Birr

3.3 During the last two years did your over all $ehold income 1. Increase----- 2.
Remains the same----- 3. Decrease

3.4 How did your income increase? (If increased)
1. Good agricultural season 2. Expand existingriass 3. Able to purchase
input due to accessibility of credit 4. Got jdbh<Others (specify)

3.5 How did your income remain constant or decreadk remain constant and
decrease)
1. lliness or death of one or more of your familgmber 2. Unable to get
inputs due to lack of credit 3. Crop failure 4. Hgmmember lost jobs 5.
Others (specify)

4. Consumption and Nutritional Status

4.1 What was the approximate monthly consumptigreegiture of your household
before program participation Birr

4.2 What is the approximate monthly consumptioneexiiture of your house hold
after program participation? Birr

4.3 Does the number or types of your meals fotdbetwo years have
1. Improved 2. Remained the same De@eased

4.4 If your answer to Q.4.3 is improved, how hamjroved?
1. Able to buy more cereals such as teff, maize, et
2. Able to buy vegetables and fruits
3. Able to buy dairy products milk, meat, cheegg, etc.
4. Able to eat suitable foods like pasta macartmi e
5. Able to eat three times (meal) a day
6. Others (specify)
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4.5 Do you think that this improvement of consumptexpenditure of your household
is associated (related) with a rise in income frlousiness  financed by the
loan? 1.Yes _ 2.No

4.6 If your household diet has not been improvedrgirogram participation? What

are your major reasons?
1.
2.
3.

5. Information about the household assets

5.1 What type of house did you have before progparticipation?
1. Roof with iron sheet
2. Roof with grass
3. Others (specify)

5.2 Did you improve your house after program pgréton? 1.Yes 2. No

5.3 If your answer is yes, due to; 1. Access talitr2.Gifts or Aids 3. Improved

income 4. Others (specify)----------
5.4 If your answer for Q.5.2 is No, what are thaswmns?

1.

2.

5.5. What are the types, numbers and estimatece w@iithe assets you purchased

after program participation?
Type Total value in birr

. Chairs

. Tables

Beds

. Radio / Tape Recorder

. Stove
TV

. Refrigerator

© N o g A WN R

. Others (specify)
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5.6 Did your purchasing power to buy assets wasrowgnl after program
participation? If your answer is ‘ Yes'

how?

1, Due to increase in income from microfinance\ainéis
2, Due to increase in income from non-microfinaacgvities
3, Gifts or aids
4, Good agricultural season
5, Others (specify)
If your answer is No, Why?
1, Lack of credit
2, Failure of agricultural products
3, Market problem
4, Lack of working capital
5, Others (specify)
5.7. Do you have livestock? Yes No

If yes, list their type, number and average prieegnimal

Type No Average price in Birr

1. Oxen 6. Horses

2. Cows 7. Mule

3. Calves 8. Donkey

4. Sheep 9. Chickens

5. Goat 10. Others (specify)

5.8. Did the number of your livestock after progrpanticipation
1, Increased 2, Remained the same 3 decreased

5.9 If your answer is increased, how?

5.10 If your answer is, decreased and remainedaire, why?

65



6. Information about Access to Education

6.1 If you have children of school-going age, hoany of them have been attending
school before program participation?
6.2 Did the number of your children attending sdladter program participationl.
1. Increased 2. Remained constant 3. Decreased
6.3 If increased, how?
1. Income improvement
2. Access to new school building
3. Increase in the awareness of household towalasagon
4. Others (specify)
6.4 If decreased or remained constant, why?
1. Lack of income for payment of school tuition fee
2. Lack of access to education in area
3. Lack of interest to attend school

4. Others (specify)

6.5 If there are school age children, and curredtin’'t attend school, what is the
reason?
1. They are required to assist in the businessites
2. They are required to assist in non — businebates
3. Disabled
4. Don’t want to learn
5. Others (specify)

7. Access to Medical Facilities and Expenditure

7.1 Did your family and yourself have access to ica@dfacilities before program
participation?
1. Yes 2. No

7.2 If your answer to Q.7.1 is yes, who was thedreaf medical expenditure?
1. Yourself 2. Other family members 3. Relativds Free medical service

user
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7.3. What is the average annual household medigpEeraliture after program

participation? Birr

7.4 Do you think that your access to medical faedi has improved after program
participation?
1. Yes 2. No

7.5 If your answer to Q.7.3 is ‘yes’, what is thaimreason?

1. Access to money from the microfinance activities

2. Better local treatment

3. Sold household assets

4. Borrowed from other sources

5. Others (specify)

8. Information on Employment and Business
8.1. What were the major types of activities yogaaged after program participation?

1. Local drink preparation 6. Beauty salon

2. Selling “injera “ 7. Agricultural activities
3. Wood or metal work 8. Animal husbandry
4. Textiles 9. Retail trade

5. Shoe polish or repair 10. Others (specify)

8.2. Do you think that your income has improved daeimprovement in job

opportunities due to microfinance?

1. Yes 2. No
8.3. Have you used hired labor in your businessfasm activities ? 1. Yes
2. No
8.4. If your answer to Q 8.6 is yes, how many?
Is it for temporary or permanent? and for which
activities?

9. Saving
9.1 Did you have a personal saving account befoogram participation? 1. Yes
2. No
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9.2. If your answer for Q.9.1 is yes, specify thenthly saving amount Birr

9.3 Do you have a personal saving account aftegrpro participation?
1. Yes 2. No
9.4 If your answer for Q9.3 is yes,

1. What type of savings have you made and where?
i Compulsory savings in MFI iv Iqqub
ii Voluntary savings in MFI v Iddir
iii Saving and credit association vi Others ( speki
2. Specify the average monthly saving amount im Bir

9.5 What is your source of money for saving?
I. Business /farm profit financed by the loan
ii. Borrowed from money lenders and friends /relasi
lii. Others (specify)

9.6 To what purpose did you save?
I. To earn interest income
ii. Loan repayment
lii. To expand your business
iv. For safety purpose (from theft or damage)
v. Others (specify)

10. Empowerment

10.1 Who makes decision to take loan and use logour house hold
1. Husband only
2. Wife only
3. Husband with wife
4. Others (specify)

10.2 Who makes decision to buy in puts and seltaljural and Business products?
1.Husband only
2.Wife only
3.Husband with wife
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11. Other Information
11.1. Do you think that you have benefited from thedit scheme of OCSSCO? 1.

Yes 2. No

11.2.1f your answer to Q 11.1 is No, why?

11.3. During your OCSSCO loan program participat@niod what are your major

Operational problems?

1, lack of business knowledge

2, shortage of working capital (land)

3, lack of market for output

4, lack of knowledge of using the loan

5, loss or damage

6. weather condition

7, others (specify)
12.4. What is your overall opinion about the crediteme of OCSSCO?
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lI.  Check List for Focus Group and Officials

2.1 Focus Group Discussion

1. How many members does your group have?

2. How do you become the OCSSCO's program beneésia

3. What are the issues you have discussed at theraaeeting?

4. Do you think that there is a change in incomé waell being of your household
since you have been loan beneficiary of OCSSCO's ?

5. Have you agreed that there is any support mésinemong group members?

6. Have you had any support in the form of trainongonsultancies from OCSSCO's

for your activities?

\l

. What problems you have encountered since yoa hagcome program OCSSCO's
beneficiaries?
2.2 Questions for the official and employees of treub branch
1. How do you identify the poor to be the prograendficiaries of your institutions?
2. Do you think that the loan is sufficient for yatlient to run their projects?
3. Do they use the loan for the intended purpose?
4. Do you think actually the beneficiaries benefiteom the loan?
5. Can you tell us the major impacts of (positiveegative) the MFIs(OCSSC) on the

living condition of the women?
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