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ABSTRACT 

In Ethiopia, several micro finance institutiol1s have established and have been operating 

towards resolving the credit access problem of the poor particularly to those participants 

in the pelly business, However, whether micro finance programs are bringing about desired 

changes is debatable and some argue that microfinance has been pushing the low-income 

people further into poverty, 

In light of this, this paper allempts to look at the impact of Addis credit and saving 

institutions services on its clients', In order to achieve this end the study assesses the 

interventions impact on ADCSI clients and the financial performance of the institutions 

while serving the poor. 

Quantitative and qualitative data were collected from /he ins/ilution and ifs c1ie/lIs 10 lesl 

the following variables: creation of Employment, income generation, asset formation, 

fulfillment of basic needs and financial sustainability, Furthermore, in order to examine 

the finanCial performance of the institution while serving the poorest 5-year finanCial 

statement of ADCS1 is analyzed. 

The study linds thaI the services of ADCS1 are benefiting its clients; there is a significant 

di./ference between new and veteran clients in terms of fulfillment of basic needs, increased 

income, and asset ./ormation and the di./ference is allributed to MF participation. In 

addition, the study reveals that ADCS1 is financially and operationally self-s/(fficienl, 

Key Words: MicrofiJl(lI/ce illtervelltioll, poverty allevilltioll, finallcilll self-SUfficiency 
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CHAPTER ONE INTRODUCTION 

1.1 Background of the study 

It is often argued that the financial sector in low-income countries has failed to serve the 

poor. With respect to the forma l sector, banks and other financial institutions generall y 

require s ignificant co ll atera l, have preference for high income and hi gh loan cl ients, and 

have lengthy and bureaucratic appli cation procedures . with respect to the informal sector 

,money lenders usuall y charge excess ively high interest rates ,tend to underval ue co llateral 

and often a ll ow raci st and lor sex ist att itudes to guide lending decis ions. 

The fai lure of the fo rmal and in fo rmal financial sectors to provide affordab le cred it to 

the poor is often viewed as one of ma in factors that reinforces the vicious ci rcle of 

economi c, soc ia l and demograph ic structures that ultimately ca use poverty 

(Dr. M.J hangir,2009). 

As parti a l response to this failure, over the past two decades, there has been a sign ificant 

growth in what can he term ed · 'microfillan ce " . 

Microfinance refe rs to financ ia l serv Ices that target low- income clients, particularly 

women. S ince th e c li ents of micro finance institutions (MFls) have lower incomes and 

often have limited access to other financial services, microfinance products tend to be for 

smaller monetary am o unts than trad itiona l financia l servi ces . T hese serv ices include loans, 

sav in gs, in surance, and rem ittances. Microloans are g iven for a variety of pmposes, 
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frequentl y for m icroenterpri se deve lopment. The diversity of products and services offered 

reflects the fact th at the financ ial needs of ind ivid ua ls, households, and ente rprises can 

change s ignificantl y ove r time, espec ia ll y fo r those who li ve in poverty. Because of these 

varied needs, and bccause of the industry's focu s on the poor, mi crofinance inst itutions 

often use non-traditiona l methodologies, such as grou p lend ing or other form s of co llateral 

not employed by the forma l financ ial sector. 

Microfinance services - as opposed to forma l banking financial serv ices in general - are 

retai l fin ancia l services that are relatively small in relation to the in come of a typ ical 

individual. Specifically, the average outstanding balance of microfinance products is not 

greater than 250% o f the average income per person (GN I per capital) (Wi lson, 2003). 

Ethiopia is one of th e least deve loped countries. The per capita income of the country, 

though it showed improvement in recent years, is only USD 330 as of the end of 2009 

(World Bank 2010). T hi s is very little money to cover dai ly meal, let a lone health, 

ed ucation and oth er eme rgency expenses, which make the poor venerable to unforeseen 

illness expenses and others. There is also high level of unemployment even with the sk illed 

labo r fo rce . For instance, acco rdin g to 2004 World Development Indicators, o ut of the total 

un employment of the acti ve labor force 26.9, 6 1.3 and 8.3 percent have complete primary, 

secondary, and tertiary ed ucati on, respectively. Moreover, this unemployed popu lation is 

increasing from tim e to time as the pop ulation of the country is increasing (World Bank, 

20 10). 

Countries ' exper ience also indicates that that the poor househo lds are the main participants 

in some kind of in forma l secto r ranging from small petty trading to med ium scale 

enterpri ses (Jean-Luc, 2006). 
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In add ition, thi s sector uses in tens ive labor force and is the livelihood of most of the poor, 

developi ng thi s sector argued to be a weapon to resolve the problem of unemployment and 

povelty of a househo ld . 

Severa l studies noted different causes for poverty in a country. Some argued that the cause 

of poverty in developing eco nom ies among other th in gs is that the poor does not have 

access to credit fo r the purpose of working capital as we ll as investment fo r its small 

busi ness . 

To this end, man y develop ing economies includ ing Ethiopia have developed and have been 

providing cred it to the poor through microfinance schemes. The experience of several 

As ian , African as wc ll as Latin American countries co uld be a typical example for thi s 

(Meyer, 2002) . 

In Ethiopia, seve ral mIcro fi nance institutions (MFls) have established and have been 

operat ing towa rd s resolv ing the credit access prob le!TI of the poor parti cul arly to those 

pmtic ipates in the petty business. 

Within this in mind, thc curren t stud y attempts to look at the impact of Addis cred it and 

saving in stituti ons on its cli ents' . The study aims to assess the institution 's impact on 

cli ents and its financial performance. 

Addis Credit and savin g in st itut io n has been estab li shed in accordan ce w ith proc lamation 

NOAO/88 in 2000 by s ix shareholders in order to give full support to mi cro and small-scale 

business operati on in Addi s Ababa. Currently the in sti tution has 10 branch offices, 99 

service de livery posts and opening other branches in areas where there is high demand for 

its services .s ince its estab li shment the company has bee n giving mainly cred it, saving and 

counseling services . Its ex perience in the area has given th e chance to deve lop different 
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services like third party fund management .ADCS I has been improving its poli cies from 

time to time to make it adjustab le to the external env ironment and make its servi ces 

convenient to c lients and those worki ng with the institution. 

1.2 Statement of the Problem 

"Hey, mister, what are you looking fo r IInder that light? " 

"My keys . ., 

"Why, did you lose them there?" 

"No, 1 lost them across the sfreet. " 

"Then why don 't you look/or them across the street?" 

"Because the figh' 's beller over here. "(Aesop's fables, 2009) 

It is an o ld joke, but it aptly illustrates the current state of the practice re lated to impact 

measurement on ll1icrofinance services. The microfinance movement ex ists to allev iate 

poverty. Yet the on ly perform ance indicators used to gauge the effectiveness of 

mi crofin ance programs measure th e profitabili ty of the lend ing institution and the quality 

of its portfo lio . They do not te ll us whether our cl ients become less poor due to the services 

we provide. 

Wh y great deals of researchers so le ly rely on these financial performance measures if they 

do not te ll us if we are achieving our objective? Because they are much eas ier to calcul ate 

reliab ly. We spend o ur time investigating th e well-li t areas, while th e object we are 

searchi ng for rem ains in the dark (S usy Chest on, 1999). 
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The argum ent of those researchers who use fi nanc ial performance measu res of MF I as a 

proxy o f c lient we lfare impact is that assessment o f im pact of the MFls on the ir clients is a 

very d iffi cult and controversia l way of eva luat ing the instituti ons perfo rm ance (Meyer, 

2002). 

"Because of the methodological difJiculties and high costs involved in conducting robust 

studies, it has been argued that (he 11I0St important evidence of impact should be whether 

or not MFI clients continue 10 lise the services. If they do, they must value the benefits 

received more than Ihe costs a/obtaining them. Impact analysis, therefore, shouldfocus on 

understanding the impact on MFfs of programs offering services to the poor rather than 

impacts on the clienls of such services"(Meyer, 2002; 5). 

A counter argument in Ihat most of the industry requires substantial amounts of public 

jill1d\· al least in Ihe form 0/ slarl-llp casts if not in the form of long-term subsidization. 

Thesejill1ds have opportunity cost (they have alternative uses f or society) so policy makers 

need evidence as to whether or not clients are receiving direct measurable benefits ji-om 

micro./inonce. l/not. thejill1d should be allocated to other means to fight poverty (khander, 

2005). 

The study condu cted by Esayas Bekel e (2009) in the amhara cred it and sav ing instituti on 

ind icated that the fi nanc ial sustainabi li ty and good portfo li o management cou ld not serve 

as a proxy fo r pos itive impact on the c li ents. A great dea l of c li ents named th e institution as 

"Eyeyu Gedel" wh ich means head in g towards he ll knowing ly, because the inst ituti on is 

merc il ess in case th e c lients face problem of repaying the ir debt and they are forced to sell 

the ir oxen and houses. 
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Moreover, th e em piri cal evidence o f those studi es that focus on cli ents ' we lfare after the 

microfinance in terventi on us in g cross sectional data sets is very mixed. while some stud ies 

have found that access to microfinance interventions by the poor has a positi ve large, 

and permanent e ffect on living sta ndards ,other studi es have found that poverty is not 

reduced through prov is ion o f mi cro fi nance serv ices . These latter stud ies al so fo und that 

through the prov is io n of cred its the poor households s im ply became poorer through the 

add itiona l burden o f (furth er) debt. 

Microfinance impact assessment practit ioners are focu sing on financ ia l susta inabi lity of the 

providing inst ituti on rather than its d irect impact on program ' s beneficiaries and the 

findings o f those sludies, wh ich center on the client 's we lfare, are inconclusive . Therefore, 

the inconclusiveness or such empiri ca l evidences and ex istence of methodologica l flaws in 

the study area moti vates the researcher to conduct thi s study. In addition, there is no 

adequate study conducted in Addis Ababa . • Therefore, thi s study wi ll attempt to contribute 

to the knowledgc basc by ex plorin g the im pact of micro finance services on c li ents in Addi s 

Ababa. 

1.3 Objectives of the study 

The main obj ecti ve o rthi s study is to assess the impact of micro finance services on c lients 

or borrowing house ho lds. 

Under thi s main obj ecti ve, five main themes are addressed. The first is the direct impact of 

th e interventi on on emp loyment and in come of borrowin g households ' .The second is the 

indirect impact o f mi cro finan ce intervent ion on cli ents' assets. It is anticipated that th e 

parti cipat ion in th e m ic rofinance program increases assets, tangible as we ll as intangible, 

o f househo lds through in creas in g th eir in come. The third is the ind irect impact of 

microfinan ce on th c fulfi ll ment o f basic needs : it is expected that the partic ipation In 
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microfinance programs improve the fu lfillment of basic needs.( i.e. food ava ilability, 

education, she lter, and health) through increasing their income. The fourth objective is to 

study whether pa rticipat ion in the microfinance program reduces the subjecti ve poverty of 

th e participants. The fi fth and the final objective of the study is to examine the 

institutional self-susta inability of the MF I under study in order to see whether impact in 

economi c wellbeing of c li ents corre lates with finan cial se lf-sufficiency of the institution. 

1.4 Hypothesis of the study 

The ma in hypothes is of th is study is that microfinance interventions will have a positive 

impact on the program's participants. The poor households in urban areas fai l to acquire 

the minimum amount ca pital that is required to improve their employment status due to 

lack of co ll atera l. Mic ro finance programs prov ide poor households w ith th is minimum 

capital to improve the ir employme nt status .Through improv ing employment status poor 

households increasc the ir income and thus ,improve the fulfi llment of the ir bas ic needs 

.gradua ll y thi s househo lds grad uate from be low to above poverty line i.e . Poverty of the 

borrowing househo lds a ll eviates. Furthermore, the MF I under study is expected to be 

financiall y sustainab le wh ile serving th e poorest. Within this main hypothesis, fi ve sub 

hypotheses w ill be tested namely: 

I . The membership in microfi nan ce programs improves the employment statu s and increases 

income of poor househo lds. 

2. Membership in In icro linance programs IJ1crease entitl ement of the poor households 

through increas in g th e ir asset base. 

3. The membershi p in the l11i crofi nance programs improves the fulfi llment of the bas ic needs 

of the part ic ipants i.e. membership in the program increases access to education of their 

children, hea lth faciliti es. housing co nditi on and food avai lab ili ty. 
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4. Parti cipat ion In th e microfinance program reduces the subj ecti ve poverty of the 

parti c ipants. 

5. Institu tional financial sustainability is possibly corre lated with positive impact on life of 

MFI cli ents. 

1.5 Research questions 

In ord er to test the a fore menti oned hypothes is of the stud y the fo llowing research questions 

are des igned: 

I . The first palt o f the ana lys is was des igned to find out the effects of micro finance programs 

on employment, incomc and asset o f the program parti c ipants. For this purpose, answers to 

th e fo ll owin g research questi ons would be sought: 

~ Does a mi cro finance serv ice im prove th e employment status of the parti cipants? 

~ Does the parti c ipat ion increases income of the participants? 

~ Does th e parti c ipati on increases the asset bases of the participants? 

2. The second part of the ana lys is w ill try to find out whether the participants in the 

mi cro fin ance improves the fulfi llment of bas ic needs of the paltic ipants .Therefore the 

fo llowing research question s are designed in order to achieve thi s end: 

~ Is there increase in expenditures of the parti cipants for education and health 

serv ices? 

~ Does the parti c ipat ion in the microfinance program increase the avai lability of food 

for th e partic ipants? 

~ Does the part ic ipation in the microfinance improve the quality of the partici pant ' s 

she lte r? 

, -, 
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3. The third part of the ana lys is will try to find out whether the intervention reduces the 

poverty of the households and to achieve th is end the following questions wi ll be 

answered in thi s part: 

::.- Does th e part icipation in the microfinance programs reduce the subjective 

poverty o f the pmticipants? 

4. Finally, is the MFI under study financially self-sustainab le? to address thi s questions the 

fo ll owing indicators w ill be tested: 

::.- The pro fita bility of th e in st itution 

). Operatio nal Se l f-Su fficiency 

). Fin ancial Se lf-S ufficiency 

::.- Loan Portfo lio Profitability 

::.- Loan Officer Producti vity 

It is believed th at the above research questions would be enough to identify the impact of 

microfinance se rv ices on employment, income, assets base, basic needs, and povelty of the 

participants and the fin ancial sustainabi lity of the MFlunder study. 

1.6 Significance of the Study 

Most of previou s studies conducted try to see the impact of MFJ on clients by just 

analyzin g the financ ial performance of the MFI under study and inferring the outcome on 

the c lients. However. thi s study w ill be conducted by directl y addressing (encompassing) 

the part icipants o f the program, in add ition to the examining the financial performance of 

the in stitution un der study. Therefo re, its contribution will be immense. Besides The 

findings of thi s re sea rch wi ll be helpful to service providers, microfinance promoters, and 

development age ncics to improve microfinance products and services and rationalize the 

investment in the sec tor. 
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1. 7 Scope and Limitations ofthe study 

The study foc uses on ly on Add is cred it and saving institution (ADeSI) which is operating 

in Addi s Ababa and it, only considers the iss ue of mi crofinance impact by evaluatin g 

micro finan cing on beneficiary's soc io-economic condition. In microfinance impact, 

assessment data sho uld be co llected at more than one point in a time in order to compare 

changes in important varia bles between two or more po ints in a time through a longitudinal 

research des ign. The data used in thi s study, however, will be gathered in -o ne point at a 

time (cross sectiona l) beca use the research is limited to one year due to academic ca lendar. 

Therefore, a comparative survey des ign that a lternatively allows comparison o f ex isting 

c lients is employed. 

1.8 Organization ofthe Study 

The research is organi zed in fi ve chapters. Genera l introduction is g iven 111 the first 

chapter. Rev iew of Literature in the fi e ld is di scussed in the second chapter. In chapter 

three research des ign and meth odo logy is presented . Following thi s, chapter four contains 

results and d iscuss ion. Fina ll y, conc lusions and recommendations are presented in the fifth 

chapter. 
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CHAPTER TWO LITERATURE REVIEW 

2. 1 Theoretical literature 

2.1.1 Micmfinance and poverty 

The first step in conducting an eval uation of a microfinance program is, perhaps 

surpri s ingly, to ensure that you are conduct ing an eva luat ion of a microfinance program. 

Th is seems obv io us, but is not, s in ce the definit ion of "mi cro fin ance" is less than clear. 

Hence, th e defi ni tion o f Microfi nance institutions proposed by some authors and 

organi zations are seem ingly different from one another. However, the essence of the 

definition is usua lly th e same, in wh ich microfinance refer to the provision of financial 

services primari ly sav in gs and credi t to the poor and low income households that do not 

have access to commerc ial banks (Dean Karlan , 2007) . 

The term micro finan ce re fers to small - sca le financial serv ices primarily credi t and 

savings prov ided to peo ple who farm or fi sh or herd and who are engaged on small 

enterpri ses or Micro enterprise' s and to other indi vidua ls and groups where goods and 

services are produced (Robinson, 200 I) . 

Microfinance, accordin g to Otero ( 1999, p.8) is "the prov is ion of financial serv ices to low­

income poo r and ve ry poor se lf-employed people". These fin anc ial serv ices accord ing to 

Ledger wood (1999) generall y in clude savings and credit but can also inc lude other 

financi al se rvices such as insurance and payment services. Dunn Elizabeth (200 I) defines 

microfinance as ' ·the attempt to improve access to smal l deposi ts and small loans for poor 

househo lds negl ected by banks," Therefore, microfinance involves the provision of 
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financia l services such as sav ings, loans and insurance to poor people li ving in both urban 

and rura l sett ings who arc un able to obtai n such services from the formal fina ncia l sector. 

In the li terature, the te rm s microcredit and microfi nance are often used interchangeably, 

but it is important to highlight the differe nce between them because both terms are often 

confused. S inha (1998, p.2) states, "mi crocredit refers to small loans, whereas 

mi crofinance is appropriate where NGOs and MFls supplement the loans with other 

financ ial serv ices (savi ngs, in surance, etc)". Therefore, microcred it is a component of 

microfinance in that it in vo lves providing credit to the poor, but microfinan ce a lso invo lves 

addit iona l non-credi t financ ia l services such as sav ings, insurance, pensions and payment 

servIces. 

Poverty 

Poverty can be defined as a condit ion wherein a person cannot sat isfy hi s or her bas ic 

needs, namely, food, she lter, cloth ing, health and education. (Hulme, 2000). 

Fundamentally, poverty is a den ia l of choices and opportuni ties, a vio lation of human 

dignity. It means lack o f basic capac ity to participate effective ly in soc iety (S usy Cheston, 

1999). Here many de finiti ons of poverty depend on the context of the situat ion and the 

views of the person giving the defin it ion. Here are some c lass ifications of (way of 

viewing) poverty fro m vari ous angles : 

Absolute vs. Relative pover ty 

Absolute poverty 

Abso lu te poverty refers to a set standard, whi ch is consistent over time and between 

countries. The World Bank detines extreme povel1y as li ving on less than US $ 1.25 (PPP) 

per day, and moderate poverty as less than $2 a day. However, a person or fa m i Iy with 
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access to subsistence resources, e.g. subsistence farmers, may have a low cash income 

without a correspondingly low sta ndard of liv ing - they are not li ving "on" their cash 

income but using it as a top up . It estimated that "in 200 1, 1.1 billion peop le had 

consumption levels below $ 1 a day and 2.7 billion li ved on less than $2 a day (Mekaya and 

Lawson, 2002). 

Relative poverty 

Re lat ive poverty views poverty as soc ially defined and dependent on social context, hence 

relative poverty is a measure o r income inequali ty. Usua ll y, relat ive poverty is measured as 

th e percentage of population w ith income less than some fi xed propOltion of median 

income. There arc severa l other different in come inequa li ty metri cs, fo r example Gini 

coefficient or th e The il in dex (Mckaya and Lawson, 2002). 

Re lative poverty measures are used as offic ial poverty rates in several developed countries. 

As such , these poverty statisti cs measure inequality rather than material deprivation or 

hardshi p. The measurements are usua lly based on a person's yearly income and frequently 

take no account of tota l wea lth. The main poverty line used in the OEeD and the 

European Unio n 0 11 "cconomic d istance", a level of income set at 60% of the median 

househo ld income. 

Subj ective vs. Objective Poverty 

Subjective poverty 

Subjecti ve approach to pove rty measurement is based on individua l se lf-pe rception of its 

own economic welfare. The Economic Ladder Q uestion ean be used abo ut the individual 

complete econom ic we lfare. This type of povelty measurement he lps to understand 
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peopl e's se lf-rated leve l of we lfa re. " Imagine a 9-step ladder where on the bottom first 

step, stand the poorcst peo ple, and on the hi ghest ninth step, stand the ri chest people. On 

which ste p are yo u on today?"(Kl arita, 200S p.27) . 

Objective poverty 

The key id ea here is th at th e poverty I ine should be set at a level that enables individuals to 

achi eve celtain capab ili ties, in c ludin g a health y and active life and fu ll partic ipation in 

society. In practice thi s a lmost ce rtai nl y would imply that the comm odi ty-based poverty 

line would ri se as a co untry becomes more affluent, because the minimum resourCeS 

needed to part ic ipate full y in soc iety probably rises over time?"(Klarita, 200S p.2S). 

In MF, impact assess mcnt the welfare (economic status) of the clients after the interventi on 

should be exam ined. To achieve thi s end us ing the re lative, absolute and object ive 

approaches needs gath erin g data from c lients and us ing thi s methods in the context of 

ill iterate MF part icipants seems d iffic ult. Due to the relative s implic ity of the subjecti ve 

approach, th is stud y adopts it. 

2.1.2 Key characteristics of microfinancc 

It may be helpful to enumerate some of the characteristics assoc iated with what is 

perce ived to be ·'m icrofin ance." There are at least nine traditional features of 

micro finance : 
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I Small transactions and minimum balances (whether loans, sav ings or insurance) 

2 Loans for entrepreneurial act ivity 

3 Collatera l-r,'ee loans 

4 Group lending 

5 Target poo r c li ents 

6 Target female clients 

7 S imple app li cation processes 

8 Prov is ion of services in underserved commun ities 

9 Market-level interest rates. 

Table 2. 1 key characteri stics of MF (source: Dean Karin, 2007) . 

T he above table shows that key characteristics that are assumed as a feature of MF. It is 

debatable which of these characteristics, if any, are necessary cond it ions for a 

program to be cons idered microtinance. T he fi rst feature, small loans, is like ly the most 

necessary, though lending itse lf is not essential; some microfi nance programs focus on 

mobi lizing sav in gs (although few focus entirely on savings without engaging in any 

lend ing). Although M Fls often ta rget micro entrepreneurs, they differ as to whether they 

req uire thi s as a condition for a loan. Some MFIs v is it borrowers' places of bus iness to 

verify that loans were used for entrepreneuria l activit ies while other MF ls disbu rse loans 

with few questio ns asked--operating more like consumer credit lende rs. In addit ion, 

some MF ls requi re co llateral or "co ll atera l substitutes" such as househo ld assets which 

are va luabl e to the borrower but less than the value of the loa n. Group lend ing, too, while 
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common practice amo ng MF ls is certa inly not the on ly method of providing micro-loans. 

Many M Fls offer ind ividua l loans to their established cli ents and even to first-time 

borrowe rs. Grameen Bank, one of the pioneers of the mi crofi nance movement and o f the 

group-lendin g model has s ince shi fted to individua l lending (Dean Karin , 2007) . 

Most, but not a ll , mic ro fin ance programs foc us on women. Women have been shown to 

repay th e ir loans more o fte n and to direct a higher share of enterpri se proceeds to the ir 

fami li es. World wi dc, the mi cro cred it summit campaign reports that 80% of micro finance 

c li ent s a re fema le . However, th e pe rcentage of female c li ent s varies considerably by 

region, w ith the highest percentages in As ia, fo llowed by Africa and Latin America, with 

fewer women served by MF ls in the Middle East and North America. th is focus on the 

poor and wo men along w ith the s imple appli cation process and the prov ision of financial 

services in clients' commu nities together form fi nancial access, that is, the prov ision 

of financ ia l services to the un banked- those who have been excluded from financ ial 

services because th ey are poor, illiterate, or live in rural areas. 

Fi nall y, microcredit loans are des igned to be o ffered at market rates of interest such that 

the MFls can recover the ir costs, but not so hi gh that they make supernormal profits off 

the poo r. Thi s is an importan t concept because insti tuti ons which charge hi gh interest 

rates can be scarce ly chea per than the moneylenders they intended to rep lace, and 

in stitut ions whi ch charge subsidi zed rates can distort markets by undercutt ing other 

lenders which are attempting to recover the ir costs. Th is has implications for impact 

assessments because th c less cl ients must pay in interest the more they co uld be expected 

to show in increased income. If we compare th e impact of inst itut ions which fa ll outs ide 

of " norma l" micro fin ance interest rates we could end up drawing unreasonable 

conc lusions about th e effectiven ess of one program versus another, s ince each type of 
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program attracts differcnt clients and imposes different costs on their borrowers. 

Note that sustainab ility o f an orga nization (as defined roughl y by de facIo World Bank 

po li cy) does not require each product or target market is sustainable, but rather that the 

organization as a who le is sustainab le. Thus, organizat ions could charge lower interest 

rates for indigent or pa rticularl y poo r indi vidua ls, as long as there were sufficient profits 

from lendin g to thc not so poor to be able to cross-subsidize such a program. Such 

programs may, in the long run , be susta inable (if the initia lly subsidized program leads 

to cli ent loyalty and a long-term relationshi p w ith the MFl) (Dean Karin, 2007). 

2.1.3 The products of thc microlinancc industry 

Microfinance inst itut ions g ive vario us kinds of services in additi on to sav ing and lending 

(cred it) the basic ones are d iscussed as follows: 

A) Loan prod ucts 

The MFls provide a va riety of loan products which can be broad ly categorized in to 

agricultura l loans, mi cro- business loans, mi cro and small enterpri se loans (micro-bank 

loans), employee loans. package loans (food securi ty loans), and housing loans .. Many of 

th e loans are group loans fo llowed by individua l loans and cooperative loans. 

B) Leasing products 

MFI prov ide loans for purchasi ng eq ui pment to members of the youth orga nized mai nl y in 

construction cooperati ves . The MF ls own the t itle to the equipment until its pu rchase costs 

are complete ly repa id with in terest. The leasing products have given new oppOltunities fo r 

the youth and others that do not have the capital or the collateral to invest. 

17 



C) Savin g products 

Saving serv ices enab le c li ents to bank su rpluses that can be withdrawn during lean seasons. 

Savings also help to prcvent the occurrence of food insecurity by enabl ing households to 

purchase food durin g off seasons o r during bad production years. There are two types of 

saving prod ucts, name ly vo luntary and compulsory savi ng (forced sav ing), provided by the 

MFls. 

D) Micro-insu rance 

Micro- insurance prod ucts such as crop in surance, hea lth insurance, home insurance, price 

insurance, etc a llow c li ents to manage and mitigate risk. For example, death of 

cli ent/breadwinner and loss of ani mals. 

E) Money transfcr 

The money transfer product of MF ls in cludes local payments and transfer services between 

fam ily members and oth ers from one area to another. 

F) Administration of pension fund 

This is anoth er product where MF ls would manage the pensIOn fund o f regional 

governm ents. MFI del iver the monthly pension of civ il servants and mil itary pensioners in 

regions res pect ively (Wo leday Amha, 2008). 
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2.1.4 Difference between Comm ercial Bank and MFls 

Area Commercia l bank M icro finance Institution 

Focus Pro fitabi lity, Market Share, All segment A sustainable cred it system 

of customer for economi ca lly 

disadvantaged people 

C ustomer Banks mostl y enro ll customer through MFls have stage-wise 

Acq ui s ition branches strategy-v illage meetings, 

formal groups, tra in ing of 

member of groups on 

financ ia l management and 

then providing cred it line . 

Prod ucts Banks have a basket of retail prod uct th at MFls specia lize 111 cred it 

cover sav ings, credit rem ittance etc. .The product is 

predom inantly a graduated 

credit line with recovery by 

50 week. 

Procedures The proced ures are primarily mu lti-tired, MFls have a uni versally 

record -oriented and resu ltant ly, lengthy at identi cal procedure for 

times . their customer for interna l 

management. 

Customer Customer access branches MFls access customer at 

Service th e location of their 

Mode inhabitation . 

Source of Com b i natio n o f owned and Borrowed MFls operated on 

Funds Capi ta l Borrowed fund 

Location of Banks have a fo rmul a to determ ine MFls operate with fam il ies 

Operation viability of a branch. Thi s determines the that do not have steady and 
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avai labi lity of the bank 111 geograph ica l small credit lines from 

location banks . They do not operate 

on the bas is of 

geographical location 

Cost of Banks have mechanism that cross MFls incur high costs on 

Operation s ubs idi cs operating cost of several sets of manpower. Business per 

servi ces and prod ucts .Branch viab ili ty staff cannot grow beyond a 

and bus in ess per staff is the strategy area point because the quality of 

of focus. Cost-income ratio of Banks is customer contact is the key 

to the high repayment rate 

111 micro-credit.MFI 

operations on customer 

servicing mechani sms are 

reflected 111 cost-income 

ratio of MFls 

Table 2.2 differences between commercial banks and mlcrofinance (source:Murduch, J. 

1998). 

As the above tablc indicates comm ercia l banks and MFls have difference in term s of 

profitability, custome r acqui si tion method, type of products, customer service code, 

location, ope rati on a nd cost of o peration. 

2.1.5 Models of l11i crotina nce interventions 

Desp ite the lack o f data on the secto r, it is c lear that a wide variety of implementation 

methods is empl oyed by di fferent MFls. The Grameen Bank (2000) has identified f0U11een 

different mi cro fin ance model s of w hich three of them are discussed as follows: 
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A) Rotating Savings and C redit Associations 

These are formed when a group of people come together to make regular cyclical 

contributions to a common fund, which is then given as a lump sum to one member of the 

group in each cycle (G rameen Bank, 2000). This model is a very common form of savings 

and credit. the members of the group are usuall y neighbors and friends, and the group 

provides an opportun ity fo r socia l interaction and is very popular with women. They are 

also ca ll ed merry-go rounds or Sel f-Help Groups. 

B) The Grameen Solidarity Group model 

This mode l is bascd o n gro up peer pressure whereby loans are made to ind ividuals in 

groups of fo ur to sevcn (Berenbach and Churchill, 1997). Group members collectively 

guarantee loan repayment, and access to subsequent loans is dependent on successful 

repayment by a ll group members. Payments are usually made weekly (Ledgerwood, 1999). 

According to Berenbach and Guzman (1994), so lidarity groups have proved effect ive in 

deterring defaults as evidenced by loan repayment rates atta ined by organi zations such as 

the Gramee n Bank, who use thi s type of micro fina nce mode l. They also highlight the fact 

that th is mode l has contributed to broader soc ia l benefits because of the mutual trust 

arrangement at th e heart of the gro up guarantee system. The group itself often becomes the 

building block to a broader social network. 

C) Village Banking Model 

Village banks are cO lllmun it y-managed cred it and savIngs associat ions establi shed by 

NGOs to prov ide access to financial serv ices, build communi ty self- help grou ps, and help 

members accumu late sav ings (Hu lme and Mosley, 1996). They have been in ex istence 
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s ince the m id-1980s. They usua ll y have 25 to 50 members who are low-inco me individ uals 

seek ing to imp rove the ir li ves through se lf-employment activiti es. These members run the 

bank, elect their own officers, estab li sh thei r own by-laws, distr ibute loans to ind ivid uals 

and co ll ect payments and services (Grameen Bank, 2000) . The loans are backed by moral 

col latera l; the promise that the grou p stands beh ind each loan. The sponsori ng MF I lends 

loan capita l to the vill age bank, who in turn lend to the members. All members sign a loan 

agreement w ith the village bank to offer a collective guarantee. Members are usuall y 

requested to save twen ty percent of the loan am ount per cyc le (Ledger wood, 1999) . 

Members' sav ings arc tied to loan amou nts and are used to finance new loans or co llective 

income generating act iviti es and so they stay within the vill age bank. No interest is paid on 

savings but members rcceive a share of profits from the vi ll age bank' s re-lendin g activities . 

Many vi ll age banks target women predom inantly, as according to Hu lme (1996) "the 

model anticipates that fcmalc participat ion in village banks will enhance sucial status and 

intra househol d bargaining power" 

2.1.6 Impact Assessment 

In its broadest sense. impact assessment is the process of identify ing the ant icipated or 

actua l impacts of a de ve lopment intervention, on those soc ia l, econom ic and environmental 

factors, which the intervention is designed to affect or may inadvertent ly affect. It may 

take place be fore approva l of an intervention (ex anle), after completion (ex post), or at any 

stage in between. Er anle, assessment forecasts potentia l impacts as part of the plann ing, 

des ign and approva l o f an intervention. Ex post, assessment identifies actua l impacts 

during and after implementation. to enab le co rrecti ve act ion to be taken if necessary, and to 

provide informati on for imp rovi ng the design of future interventions (Anton Simanowitz, 

200 1). A di stinction can be made between two separate but interlinked level s: 
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In terna l l11onitor ing and eva lu ation for ongo ing learnin g, th rough for example the 

integration of specific impact indicators into existing management in formation systems, 

wh ich makes info rmation immediate ly ava ilable to staff; 

External impact assessment. often-involv ing independent investigators. Such assessments 

produce reports for speci fi c purposes, such as povelty impact assessment, regu latory 

impact assessment, soc ia l impact assessment or health impact assessment. Celta in types of 

ex ante assessment may be part of the approval process for certai n types of intervention, 

in cluding environmental im pact assessment and economic impact assessment (cost-benefit 

ana lys is). These may co nta in their own ex post monitoring acti vities. Separate ex post 

assessments may be unde ltaken or com miss ioned for any particu lar intervent ion or set of 

interventions, to provide fuller information than may be avai lable from routine monitori ng 

and eva lu ation. 

2.1.7 Use of impact assessment 

As the impact agenda has opened up to incorporating the needs of a greater range of 

stakeh o lders, it has become c lear that the impact research can be used for a wide range of 

purposes. Impact assessment enab les funders to validate their investm ents via quantitative 

informati on about th e changes taking place, in addition to improving understanding o f the 

causes of chan ges and thei r relat ion to MF I mission and obj ectives. It enab les the MF I 

staff and boa rd to prov ide managers with performance information in re lat ion to 

organi zational mi ss ion and goa ls. In add ition, it facilitates understanding of individual 

c li ents, househo lds, and bus in esses, and illuminates commu nity dynam ics and needs. 

From the perspect ive of MF I management, it provides market research in formation that 

can feed into products and services. Finall y, and perhaps most importantl y, impact 
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assessmcnt can ensure greate r accountability to cl ients, building on thei r d irect input for 

ways to improve the MF I services ava il ab le. 

For MFls to take a more active role in th e impact assessment process it is important for 

them to understand the key qu esti ons and dec is ions that need to be made in the des ign 

process, and to be act ive in the implementation and anal ys is stages. it is this active 

in volveme nt that Icads to learning at client, staff and organizationa l leve ls (Anton 

Simanowitz, 200 I). 

Stakeholder Usefulness 

Donors Allow fu nd ers to va lidate their investments 

Quant itative information about the size of the changes tak ing place 

Donor/MF I Demo nstrate meeting Miss ion and Obj ect ives 

staff & boa rd 
Improvc undc rstand in g o f the causes of chan ges and the relation between 

chan ges and the work of the MFI 

MFI staff and Monitor meeting of Miss io n and Objectives 

board 
Prov ide managers with information about performance in terms of 

organisational lll iss ion and impact 

What are the gene ra l directi ons of changes taking place? 

Are changes d iffere nt amongst MFI clients compared to the wider 

com mun ity? 

What impacts or changes are taking place in relationships 

-
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between cli ents and other household members, other MFI clients, o r 

other comillunity meillbers? 

MFI staff and Orga nisat ional learning & improv ing practice 

board; c li ents 
Improve understanding of individual clients, househo lds 

bus inesses, and their commun ities and the inter-relationships 

between the different levels 

Improve MF I's understanding of d iffering needs of 

dirfe rent secti ons of the cOlllmunity ego the very poor. 

MF I Provide market research in fo rmation to improve products and services 

management -
Improve MFI ' s respons iveness to cli ents ' expressed and 

prod uct 
underlying needs Provide information which helps managers 

developm ent 

& 
und erstand w hat services their target clients need 

methodo logy 

MFI Management too l to manage & improve impact 

managem cnl -
Prov ide managers w ith information abo ut staff performance 

Staff and 
Improve unde rstand in g of client livelihoods and processes of 
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product 

deli very 

management 

change whi ch are taking place 

Table 2.3 Usejiilne.l'.I' of Impact Assessment to dijJereJ7l stakeholders (Source: AnIon 

Simanoll'itz.2001) 

2.1.8 Methods of eva luat ing Impact of MFI 

T he impact o f mi crofi nance initiat ives can be seen from three different but interrelated 

aspects. These are econo mi c, soc io-po litical/cultu ral and persona l/psyc holog ical. It means 

that large MF ls reac hin g hun dreds of thousands o f clients may have three a ims: 

I) Bringing changes in economi c growth in a reg ion or sector, 2) Bringing a shift in the 

poli tica l aspect of a pa rti cu lar district, and 3) improv ing borrowers' sense of self. These 

impacts cou ld be evaluated from two perspectives. The first one is the fi nancial system 

approach (th e interm cdiary schoo l) and the second one is the client-oriented impact 

anal ys is approach (the intended beneficiary school). The first one focuses on changes in 

the organ ization (MF I) and its operat ions. And as such, its proxy indicato rs are outreach 

and susta inabi li ty of th e program (Hulme, 2000) . However, what clearly ind icates ' who 

benefits' and ' how' is the intended beneficiary school. To enh ance the va lidi ty of the 

findings thi s paper adopts both approaches. 

T here arc d iffere nt arguments co ncerning how to eva luate the performance o f micro finance 

instituti ons and thei r impact on clients. Befekadu (2007), C iting from Ze ll er and Mayer 

(2002), ind icated that there is what is ca lled "Critica l Micro-finance T riangle" that we need 
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to look at to eva luate Micro-finance institutions based on thei r objective. The trian gle can 

be depi cted as: 

Finan.::: ia.l 
S 1.Ut-<.i n.rtbility 

Out reac h to the 
Poor 

I:ns t i tu tion.a.l 
InnovAtion 

Figure 2.1 crit ical micro finance tr iangles source : Befekadu B, (2007) 

Here, th e corners of th e tr iang le represent outreach to the poor, financial sustainability and 

welfare impact. Mo rcovc r " Perfo rmance criteria are requ ired for each objective and all 

three must be measured thorough ly to evaluate micro-finance performance," noted Meyer 

(2002). Further, he indicated, "The in ner circle in the figure represents MFI innovations in 

technology, po li c ies, organi zation, and management that affect how well each obj ective is 

met. The outer c ircle represents the environment with in which micro finance operates that 

also affects perform ance. Th is env ironment broadly includes the human and social cap ita l 

possessed by the poor. the economic policies of the country, and the qua li ty o f the financia l 

infrastru cture that supports financia l transactions. Improvements in the env ironm ent make 

it eas ier for MFl s to rcach the three object ives."(Meyer, 2002). 

Let us l'Cvlew In detai l how we measure the micro-finance institutions are meeting the 

objective of o utreach to the poor, financ ia l sustainability and improve we lfare of the poor. 
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A) Measuring outreach to the poor 

Outreach at gla nce means th e number of cli ents served. However (YaronJ , 2002) noted 

that outreach is multidimensional concept. In order to measure outreach we need to look in 

to different dimensions 

"The firsl is simply Ihe number o.fpersons now served that werelpreviously denied access 

10 formal .!inancial services. Usually Ihese persans will be the poor because they cannot 

provide Ihe collaleral required.!i)r accessingformalloans, are perceived as being too risky 

to serve, and impose high Iransaction costs on financial institulions of the small size of 

their financial aclivilies and Iransaclions. Women oftenface greater problems Ihan men in 

accessing financial services so number o.f women served is often measured as another 

criterion. . A 11170 ugh difficull to measure, depth of poverty is a concern because the 

poorest o./Ihe poorjiJce Ihe grealesl access problem. Some measure of depth of outreach is 

needed 10 evaluale how well MFls reach the very poor. Finally, Ihe variety of financial 

services provided is Ihe crilerion because il has been shown Ihal Ihe poor demand and 

Iheir well are \vill be improved il efficienl and secure savings, insurance, remittance 

Iransfer and olher services are provided in addition 10 Ihe loans Ihat are Ihe predominant 

concern o.lpolicy makers. " 

Navajas et al. (2000). s imilarl y, ind icated that there are six aspects of measuring outreach: 

deplh, worlh of lIsers. cosl 10 IIsers, breadlh, lenglh and scope. Where, depth of outreach 

refers to "the value the soc iety attac hes to the net ga in from the use of the micro cred it by a 

given borrower," (Navajas et ai, 2000 :335). 

This measure is to id entify the poo r cli ents. Because, the poor are the one who fa il to get 

access to get credit from fo rm al financ ia l institutions si nce they fail to s ignal that they can 
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repay the ir loan (Connin g, 1997). And , wOlth of outreach to users refers to "how much a 

borrowe r is willing to pay fo r a 10an,"(Navajas et a l. 2000:335). Similarl y, cost of outreach 

to user re fers to "cost of a loan to a borrower," (Navajas et a l. 2000:335). These costs to 

users mi ght consists or pri ces li ke interest rates and various payments that they have to 

pay, which could be rcvenu e to the lender, and other loan related transaction costs like 

expenses on documents, transport, food , taxes, etc. (Navajas et al. 2000:336). Fina ll y, 

"breadth o f o utreach is the number of users ... length of outreach is the t ime frame in whi ch 

a microfinance orga ni zat ion prod uces loans," and "Scope of outreach is the number of type 

of financia l co ntracts offered by a microfi nance organization," (Navajas et a l. 2000 :336). 

It is argued that length ofa loa n matter, because if the microfinance institutions support the 

poor only in the short run it wil l hamper the socia l welfare of the society in the long run . In 

the case that when th e c l ient of the m icrofin ance in stitution knows that he/she will not 

receive additional loan in th e fut ure they would have no incentive to borrowers to repay 

the ir loan (N avajas et aI. , 2000). 

Stud ies suggest that many mi cro finance programs have attained the objecti ve of reaching a 

large number of clients wi th sma ll amounts of resources. Women are be lieved to be the 

main partic ipants and beneficiaries of microfi nance programs in man y countries. Yet, 

man y women lack enough power within househo lds to use their loans to improve 

producti vity and we lfare (Goetz and Gupta, 1996). 

B) sllstainab ility 

The other indicator o f perfo rm ance of a micro finance institution is its financi al 

sustainability. Diffe rcnt literatures noted that financ ial sustainability is one of the areas that 

we need to look at to assess the perfo rm ance of mi cro finance institutions. Meyer (2002) 
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noted that the poor needed to have access to financial service on long-term bas is rather 

than just a onetime financ ia l support. ShOlt-term loan wo uld worsen th e we lfare of the 

poor (Navajas et a l.. 2000). Meyer (2002) also stated that the financ ial un susiainability in 

the MF I ari ses due to low repayment rate or un-m aterialization of fu nds promised by 

donors o r govern me nts. Acco rdi ng to Meyer (2002), there are two kind of susta inabi lity 

that we could observe in assess in g MFls performance: Operationa l self-sustainability and 

financial se lt~su stainability. 

Operational se lf-sustainabi lity is when the operating in come is sufficient to cover 

operational costs li ke sa laries, supp li es, loan losses, and other admini strative costs. And 

financial se lf-sustainabi lity (which he referred as high standard measure) is when MFls can 

al so cover the costs of fund s and othe r fo rm s of subsidies rece ived when they are valued at 

market prices. 

Meyer (2002,p.4l) indicated, "Measurin g financial sustainabi li ty requires that MFls 

mainta in good fi nancial accounts and fo ll ow recognized accounting practices that provide 

full transparency fo r income, expenses, loan recovery, and potential losses. " 

There a lso are some di spute on the link between financial sustainability and outreach to the 

poor. Accord in g to some (Chri sten et a l. 1995 ; Otero and Rhyne 1994), c ited in Meyer 

(2002), outreach and !l nanc ia l susta ina bility are complimentary this is because as the 

number of c l ients increase M F Is enjoys economies of sca le and hence reduce costs which 

help them to finan c ia l sustainab le . O n the other hand, Hulme and Mose ly (1996) argued 

that there is inverse rel ationship between outreach and financia l sustainab ility. Here the 

argume nt is hi gher outreach means hi gher transaction cost in ord er to get information 

about cred itworthi ness o f clients and hence make MFI financia lly unsusta inab le. 
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In cluding crcdit in thc product ion funct ion can be used to assess impact ofMFl s. However, 

Scholars like Ya ron . .! (1992) critic that it is wrong because thi s kind of assessment 

invo lves complicat ions; probably it coul d be diffic ul t to sort out loan effects from technical 

ass istance. 

Rega rd ing ind icator of financial sustai nab il ity, Khandker et, al. ( 1995) po in ted out that 

loan repayment (measured by defau lt rate) could be another ind icator for financial 

sustainab ility of MF ls; because, low defau lt rate would he lp to rea lize future lend ing. 

c) Welfare Impact 

The model gl ve n below specifies the I inkages of variab les involved in we lfare impact 

studies. 

Program 

lending 

Training, business planning 
& monitoring 

In come generating 

activities 

Incom e 
smoothing 
Building Assets 
o Saving ~ 
o Access to 
Ed ucation 

Figure 2.2 linkages olMF variables (Source: - Adapfedji-om Hulme, 2000) 

Poverty 

reduct ion 

The above mode l indicates that the independent variab le is the program lendi ng. The 

mediat ing variab les indicate that there are modified behaviors and practices over a period. 

These behav iors are depicted under the idea that cl ients w ill engage in income generating 

activit ies th at would he lp them sl11 00th there, otherwise, meager inco mes, accu mu late 

assets, save more. send the ir children to schoo ls, and have a say on matters that affect their 
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and their fa mil ies' li ves etc. Trai nin g, busin ess pl an nin g & monitoring are other 

interven ing variables. 

Welfa re impacts o f the serv ices o r MFls are al so argued to be another ind icator to evaluate 

the performance of the inst itutio ns. As indicated at the beginn ing of this paper, one way or 

another, th e objective o f MFls is red uci ng poverty. Hence, whi ch imply that we need to 

access the impact of the microfinance programs on red ucing poverty to eva luate the ir 

performance. As defined in World Bank (2000/0 I ) rep0l1 povel1y is viewed as lack of 

money, lack o f adequate food, shelter, education and health and the poor are vulnerab le to 

ill health, eco nomic d islocation and natural d isaster. Accord ing to Meyer (2002) this 

perspect ives of pove rty can be used to access the Im pact of the MFls on those who 

rece ives the services . Meyer (2002) a lso noted that assessment of impact of the MFls on 

their c lien ts is a ve ry d iffic ult and controversial way of evaluating the institut ions 

performance. Th is is : 

"Because of Ihe melhodological difficulties and high cosls involved in conducting robust 

studies, il has been arJ;lIed Ihat the most important evidence of impact should be whether 

or not JvlFI clients conlinue 10 use Ihe services. If they do, they must value Ihe ben~fits 

received more than the costs ofoblaining them. Impact analysis, ther~fore, shouldfocus on 

understanding Ihe impacl on MFls of programs offering services to the poor rather than 

impacls on the ciiems or such services. A counter argument in that mast of the industry 

requires sllbstanlial al1loul1ls ()rpublic fill7ds at least in the form of start-up costs if not in 

the forl1l or long- Ierm subsidizaliol1. These fill7ds have opporlunity cost (they have 

alternCllive uses for saciety) so policy makers need evidence as 10 whether or nol clients 

are receiving direcl measurable benefits from microfinance. If not, the fill7d should be 

allocated 10 olher means IOfighl poverty, "(Meyer, 2002, p. 52). 
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G iven the preva il ing challenges, however, in the impact assessment process, several impact 

ind icators are noted in literatures. Mostly, the impact indicators can be categorized as 

econom ic and non -econom ic benefits. Takin g in to consideration the usefulness of each of 

the above methods of eva luat in g performance and impact on clients thi s study uses all of 

th em so that the performance of the compan y under study, the company's service impact 

on cl ients(i.c . we lfare) and th e li kely correlation between company's performance and 

welfare impact on cli ents is addressed. 

2.1.9 Problems of control group 

A ran ge of d ifficulti es confronts the practical implementation of impact eva luations based 

on control groups Hulme and Mos ley ( 1996) . In decreasing order of comp lexity these are: 

I. Sample selection bias: the contro l sample may turn out not to be complete ly comparable, 

i.e. it fa il s to sati s fY th c cri terion of "be in g like the treatment (credit recipient) group in a ll 

respects save that o r not be in g a credit rec ipient" . 

2. Misspecijication of IInderlying relationships: s imple trend compari sons of target group 

and control group may obscure the causal processes at work; for example, there may be 

hidden relati onships between the selected independent and depend ent variable, or 

extern a lit ies, or variati ons ove r tim e in the structure of response of the target group to the 

treatment ("structural breaks"). 

3. Motivational problems: th e target group and, especially, the control group may either 

refu se to repl y or sabotage the impact assessment by giving intentiona lly fal se replies 

33 



Remedies 

• In order to address the aforementioned control group problems this study uses 

clients of MF with less than one year rather than using nonmembers as control 

group, bccause new members are believed to have the same characteristics as that 

of veteran cl ients. 

2.2 Microfillallce Empirical literature 

When constru cting a framework for comparative impact assessment it is instructive to 

understand strength s and limitations of past studies. The field of microfinance provides 

evaluations tha t are both expans ive in number and diverse in findings i.e. When one goes 

through the bulk of literature on the impact of mi crofinance, one can find quite different 

results, which are genera ll y inconclus ive. In so me cases, mierofinanee is said to have 

brought positive impacts on the life of the cl ients. A growing database of empirical studies 

shows th at microfinance has pos itive impacts to boost the ability of poor people to improve 

the conditions in whi ch they live. Research works indicate that the poor have taken 

advantage of in creased earnings to improve consumption levels, send their children to 

school, and build assets. 

Microfinance brings about an overa ll reduction in povel1y rates (Khandker, 2005; Barnes, 

200 I; Todd. 2000). ICor in stance, household expenditure increases with participation 

(Robinson, 2001), es pec iall y in relation to food and clothing (H usain, 1988). Other studi es 

show in crease in bus iness pro fitability.(Edgecomb & Garber, 1998); higher enrolment in 

schoo l (Pitt & Khandker, 1998), including g irl s' enro lment (Todd, 1996; Chen & 

Snodgrass. 200 I ).: i Ilc rease in househo ld nutrition levels (P itt et aI. , 2003); income 
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smoothin g th at he lps guard aga inst food shortages (MkNe ll y, 1998; Barnes, 200 I), or 

household cris is (Todd. 2000). 

Eva luations have a lso docum ented additiona l days of employment and job creation , for 

in stance Woler Gary (200 I) estimate just one microfinance institution (MfI) generates the 

equ ivalent of 17,4 14 full -tim e jobs in Peru . Moreover some studies have shown asset 

accumulation, in c ludin g househo ld ownership (Barnes et aI. , 2001), and productive assets 

like land and machinery (Todd, 2000) ; better access to medical care and even spill over 

and mUl tipli er effects that im pact non-participants li ving in villages with MF projects 

(Woler Gary, 200 I). 

In some other in stances. mi crofi nance is sa id to play insign ificant role towards mitigating 

the Problem of the poor. But lookin g at the positi ve impacts, severa l studi es indicate that 

mi crofi nance all ows poor peop le to increase the ir incomes by ~tarting new enterpri ses or 

expanding existi ng ones. The argum ent is that through diversified sources of income, the 

people cou ld be able to shie ld themselves aga inst external shocks. Sav ings and micro 

in surance se rv ices could also allow poor indi vi dual s to plan for future expenses, cope with 

stochasti c crises and cover un anticipated expenses . Studies of microfinance programs and 

their cli ents indicate the fo ll owi ng impacts on povelty and hun ger: 

The most rigoro us microfin ance eva luation to date is a series of studies performed in 

Bangladesh by the World Bank economist Khandker. He teamed up w ith Brown 

Uni vers ity economist Pitt to conduct " the mother of all househo ld surveys" (Khandker, 

1998), whi ch in cluded microfi nance participants from three separate programs, a control 

group of peop le in th e same villages, and a control fi xed-effect regress ion techn iq ue and 

land-holdings as an instrumental vari able to estimate program impact, whi ch was sizable 

by the ir estimat ions. And they indicated that microfinance has brought positive margina l 
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impacts on co nsum ption 111 Bang ladesh. T hey showed that micro finance has become a 

promis ing strategy to shi eld the poo r from vulne rability through co nsumpti on smoothing as 

well as build ing assets. 

Using th e assumpti on o r per rect targeting, they estimated that for every 100 taka lent to a 

woman and a man, household co nsum ption increased by 18 taka and II taka respectively. 

The stud y a lso indicated th at moderate poverty and ultra-poverty were reduced by 15% and 

25% respective ly for households in BRAC. The rate was even lower for old borrowers than 

new ones. Thi s is to mea n that number of loans was found to be impol1ant in im pacting the 

life of cli ents pos iti ve ly. 

NYU eco nomist Mordu ch ( 1998) respond ed to the khandker's study with a strong crit iq ue 

ofthe model c iting concern s with the ir data and the use of the in strumenta l vari able. Using 

the same data as Khandker d id , Mord uch ( 199R) did not find the same res ul t. Morduch 

noted that Khandker' s e ligibi lity threshold was flawed . Th us, he used an alternative 

approach and corrccted fo r the selecti vity biases . Eventually, he did not find an ev idence to 

suggest th at micro fi na nce can reduce povel1y per se. Usi ng the difference-in-difference 

strategy, he found out that microfinance has proved to be a viab le tool towards red ucing 

vulnerab ility showin g that consu mption variability was 47%, 54% and 51% lower for 

elig ible G rameen, BRA C and BRDB househo lds respectively. However, he indicated the 

difficulty he faced to show wheth er micro finance coul d increase consumpti on levels or 

schooling as compared to control gro ups in contra st to what Khandker indicated. Pitt 

(1999) adju sted the mode l accord in g to Morduch 's crit ic isms, and he actua ll y fo und a 

slight ly larger program e ffect. 

In another stud y, Khandker (2003) found out that mi cro fin ance is servin g a use fu l purpose 

in benefiting th e poorest segment of the clients and in reduc ing poverty in Bangladesh. The 
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resu lt of hi s stud y was incons istent with what Hulme and Mosley ( 1996) argued. He 

indicated that females are found to benefit more than males from microfi nance services. 

But, the poor are found to spend much on food , not on other income-generating activities. 

Accord ing to Khand ke r, enh anc in g the skill of the c lients is very important in addit ion to 

providing them w ith credit. The benefit of microfinance is evaluated from the perspective 

of meetin g people 's shon -term prob lems as far as Khandker's analysis is concerned. 

Khandker (2005) late r augmented the findin gs through the use of panel data and a simpler 

mode l w ith fewe r assu mptions. The study found that in add ition to improvements in 

nutrit ion and educat ion, for every 100 taka lent to a borrower, househo ld expenditure 

increased by 20 taka per year (Khandker, 2005) 

Empiri cal Microfinancc Impact Studies in Ethiopia 

Microfin ance has become a growing sector in Eth iopia. This is pattly because of the 

dem and c reated by the abject poverty in the country and encouraging po li cy atmosphere 

for the microfi nance serv ices as part of poverty red uction strategy. Accordin gly, there have 

been a growing num be r of microfi nance impact studi es being cond ucted by academic 

in sti tuti ons, micro linancc assoc iat ions, government agencies, and funding organizati ons 

and donors. As a result, it seems d ifficult to get all the im pact studies undertaken by the 

host of actors and pa rtners. However, some of the stud ies to which the researcher granted 

access have rev iewed hcre. 

Kassa ( 1998) in his stu dy of impact of micro financing under the mi croenterpri ses projects 

scheme in southern Et hi op ia ,has shown that before the credit scheme 1584 program 

parti cipants were ab le to send 5504 chi ldren to schoo l, whil e a fter the credit scheme (in 

the fi rst cyc le) I 168 participants sent 5952 ch ildren to schoo l. Moreover, in the second 
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credit cyc le th e number of children sent to schoo l increased from 406 to 42 1 of 460 

program participants. He a lso indicated that the growth in income, employment, 

Consumpt ion and medical expenditure of program participants after the loan has in creased. 

According to him, th c average income after the loan was greater than the average income 

before the loan in a ll ro unds (in the first, second and th ird loan cycles). 

Similarly, Da ba (2004), in his study to examine the re lat ionshi p between partic ipating in 

micro fin an c ing and the improvement in living standards of the poor, he fo und that 

OCSSCO has made pos iti ve contribut ion towards im proving the welfare of the program 

benefic iari es . He a lso argued that s ince the outreach is increasing as the years go by and 

the loan repayment performance has been 100% fo r several years, it is possible to argue 

that OCSSCO is contribut ing to poverty, reduct ion. 

In additi on to thi s, Be rhanu ( 1999) conducted a research work on microcred it and poverty 

reduction based o n a case stud y of POCSSBO in Add is Ababa. The main object ive of the 

study was to ident i fy the determ inants of the loan repayment and the contri bution of micro 

cred it on poverty redu ction by financ ing microenterprises and creating, job opportuni ties 

Based on his research res ults were that loan repayment is mainl y affected by factors like 

type of act ivit ies, gendcr differentia l , wea lth differential , the avail ab ility of other sources 

of income, the attitude o f program partic ipants towards loan repayment , the educational 

level o f the program c li cnts and the size of the loan. 

He also found that health , education , and consumption expenditure have increased after the 

loan compared to that before the loan . Employment and household income have a lso 

increased afte r the loan. According to hi s study, access to health serv ices educational 

fac ilities and nutritional statu s o f the program cl ients have also shown some improvements. 
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He a lso stated th at m iero fi nan ce intervention has a posit ive effect towards poverty 

reducti on. But he fo und un sati sfactory results for sav ing mobil izati ons, as the project did 

not attach th e sav ing fac il ity with its credit program or fac ility. 

Oxaa l and Baden ( 1997). a lso stressed that for credit and income generating programs to 

have a pos itive impact on women's empowerment they need to move away from a 

framewo rk where wo men are the passive recipients of a service using borrowers group as 

the bas is of social deve lopment acti vit ies the scope of credit programs can be broaden 

fro m the an a rrow focus on ind ividua l economic se lf, re li ance to other activiti es, such as 

tra in ing in heal th For in sta nce, Wo lday (2003) concludes that the microfinance industry in 

Ethiopia showed remarkable growth in terms of outreach. He states that th e "MFls have 

been Success ful in add ress ing the fi nancia l needs of the rura l poor. " Good repayment rates, 

mobili zati on of signifi cant amou nt of sav ings from th e poor, and promoti on of food 

security among thc poor were reported by the study. 

Doocy et.a l (2005) in the ir research on programmes of Wisdom M icrofinance Inst itution 

in southern pa rts o f Ethiopia suggested th at micro finance programmes have important 

impact on nutriti onal stat us and we ll-being of fe male clients and the ir fami lies. The paper 

noted th at clients werc s ignifi cantly less likel y to be food aid rec ipients than non-clients. It 

also reported success in redu c in g vulnerability to pro longed drought and food insecurity. 

The paper by Fitsul11 and Ho lden (2005) indicated that the impact of partic ipat ion in 

mi cro finan ce resultcd in pos iti ve changes in per capital consumption expenditure but not 

sta ti sti ca ll y s ignificant. The impact on off-farm income and children's education was 

stati st ically s igni ficant positi ve change. However, li vestock ho lding is negative ly 

corre lated with parti c ipation in the microfinan ce. 
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In hi s stud y undertake n in Am hara Regional State, Getaneh (2004) fo und that even tho ugh 

microfi nance program mes are ex pected to positi ve ly affect househo ld economic portfoli o, 

in come. cop ing mechanisms against risks, empowerment of the poo r, food security, and 

business pro fitab ility, thc available ev idence suggests li ttle progress in thi s regard. 

The fi ndings of Mayoux ( 1998) shown that links between microfi nance and women's 

empowerment are pos iti ve but lim ited by des ign, cost effecti veness in e limi nati ng poveliy, 

and a misp laced di vers ion of reso urces. The paper stated many women did not control loan 

use. Microfinancc programmes in some cases create domestic tension between spouses, 

and man y women focused on persona l rather than socia l objectives. In connection with 

women's empowermcnt. Padma and Getachew (2005) reported positive impact of 

m icrofinance. 

Tsehay and Mengistu (2002) reported more posit ive im pact of mi crofi nance on poor 

women IJ1 Eth iop ia. They concluded that partic ipation resulted in s ignificant increase in 

household income. Women were said to be ab le to provide for the bas ic needs of the ir 

ram i I ies; had control over rcso urces; owned assets ; able to cope up w ith ri sks; save more 

fo r fu ture use; and increased empowerment, among other thi ngs. 

Accord ing to Meehan (2000), serv ices of Dedbi t Cred it and Sav ing Institution had a 

signi ficant impact on increasing agricultura l prod ucti on, increas ing trading acti vities, 

increas ing income. food supp ly. child ed ucat ion, c lothing and other necessities. The study 

conc lud es that the cred it prov is ion had a pos it ive im pact on a llev iating poverty. 

Asmelas h (2003) said though not stati stically s igni ficant, c lients had higher income than 

non-clients d id. I-Ie also reported more diversi fi ed income sources, build ing of key assets, 
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improved child educati on, increased access to health fac ilities and nutritional intake, and 

improved risk management capac ity. 

Other maj or empiri cal ev id ences in Ethiopia on the impact of mic rofi nance and 

microfinance inst itutions perform ance are summarized in the fo llowing tab le: 

T itle and Authors 

Tsehay & Mengistu 

(2002) The Impact 

of Micro fin ance 

Services among 

Poor Women 111 

Ethiopia. 

Wo lday (2000) 

Product 

Deve lopm ent In 

Ethiopia 

Microfin an ce 

Industry: Cha llenges 

and Prospects 

Methodo logy Resul ts 

New borrowers as Most women lack entrepreneuria l skill. Still 

control group and what the MFls providing was onl y fi nance. 

freq uent Borrowers (> Other aspects of ass istance like bus iness 

one year) as treatment 

group. On ly 

Wo men samp les were 

taken. Cross-tabs and 

AN OYA were used. 

Susta i nab i Ii ty 

planni ng and monitoring, training etc are 

mi ss ing. The activities women are engaged 

are sma ll and traditiona l like petty trading, 

pottery and basket making, which are less 

ri sky and have low return. Despite these 

shOitfall s, positive im pact has been observed 

in socio-economic empowerment of women 

in the study areas 

Over a br ief period, MFls in Ethi opia have 

(measured 111 terms of shown remarkable improvement in terms of 

generating enough 

rcvenues) and Outreach 

loan outstanding and sav ings. The clientele 

served by the M Fls in Ethiopia are mainly 

(mcasured III term s of the rural poor. About 44 percent of the 

th e number of c li ents, c lients of MFl s III Ethiopi a are female, 

loa n s ize, percentage of re lati ve ly higher outreach of MFls by all 

loans to c l ientel e below standards of measurement. The two 

the poverty line, govern ments suppOited MFls are ACS I and 

percentage of fe male DECSI, which account for 80% of total 

c li ents, ran ge of clients in the industry. MFls in Ethiop ia have 

fi nanc ia l and high repayment rate, which varies from 94 to 

nonfinancial se rvices 100 percent 
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o ffcrcd to the poor, the 

leve l of transaction 

costs lev ied on c li ent 

sati sfaction with the 

poor and the extent of 

to nnancial services.) 

Kejela (2005) Data were co ll ected While the rich const itute 13% of the total 

through focus-gro up population in the area, the poor and destitute 

d iscuss ions, key consist 41 % and 20% respectively. The 

Analysis of informant interviews, remainin g is med ium. Financial returns to 

Financial Returns to case studies and labor and cap ita l are positive for wheat, 

Resources 

Financing 

Enterpri ses 

Central Zone 

Tigray 

for obse rvations. For data 

Farm anal ys is, proporti onate 

III pill ing exercises were 

of done, and fina ncia l 

returns to labor and 

capita l were ana lyzed 

barley, horse bean prod uction, goat and oxen 

fatteni ng, irrigated onion and pepper 

production. Petty trade is of little imp0l1ance 

for the household ' s income in the study area. 

Peer gro up coll ateral approach of cred it 

service delivery needs to be replaced by 

another mechanism such as I endi ng 

indi vidual farm enterpri ses 

~~--~~---t- ,----~--~~--~~~--------~----~~--~ 
Abreham (2002) Determin ants of loan Educat ion, access to other sources of income, 

"Loan Repayment 

and Its Detc rmin ants 

111 Small -Scale 

Enterprises 

Financing In 

Ethi opia 

Bekele el al (2000) 

repayment performance and related work experi ence prior to taking 

usin g to bit model 

Logisti c Regress ion 

the loan were found to en hance loan 

diversion 

Borrowers who took larger loans were able 

to show better repayment performances. 

Ownership of livestock was also a positi ve 
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Micro financi ng: 

What Lessons to be 

obtained from 

Emp irica l 

In vest igati ons: 

Padma M . and 200 women 

factor affect ing loan repayment perfo rm ance. 

On the other hand, late di sbursement o f 

inputs was fou nd to be a problem. 

were Some clients were ab le to send the ir chil dren 

Getachew(2005) rando mly se lected out to pri vate schoo ls and build assets. However, 

Women Economic o f the tota l 1962 act ive lack of entrepreneuria l skill s is observed in 

Empowerm ent and c licnts. 

Micro fi nance: A percentages 

Sim ple the study area so much so that 63% of the 

were respondents indi cated low return s in business 

Rev iew on Exerci ses ca lculated fo r the and marketing problems as major obstacles 

of Awassa Wo men analys is 

cli ents 

Hail ese lass ie (2005) Leve l of o utreach to th e Both MF ls have achieved a good ba lance in 

Fi nancia l 
poo r and fina nc ial term s o f reaching the poor and women, 

Susta inabi lity 
SLlsta inab ili ty of the 

o f 

MFls: A Case Stu dy 

of SF PI and PEAC E 

inst itut ions were used 

fo r ana lys is 

f-=----,-:-:c-:-:-:--- - -
Tassew (2005) Focus-group 

The 1m pact 0 f the 

Dedebit Cred it and 

Savings Inst itu tion 

on Poverty 

Red ucti on and 

Commun ity 

Deve lopment 

di scuss ions in vo lving 

430 peo ple were held . 

Cost-benefit Analysis 

o fdiffe rent eco nomi c 

act ivities were done 

fo r ana lys is 

repayment perfo rm ance and increment 111 

sav ings. Though these institutions are not 

fi nanc ia ll y self- sustainab le, there is evidence 

that the ir progress is promising, but can 

achieve it with adjusted lend ing interest rates 

The most important activities that best fi t 

into the current microcred it system in the 

region are petty tradi ng, goat fattening and 

poultry deve lopment. Loan s ize needs to be 

Increased and repayment peri od needs to be 

lengthened to make income di versifi cation 

work better. 

Table 2.4 sum mery of M F empi rical eV idence 111 Ethiopia 
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2.3 Conclusion 

Most (if not all ) empiri ca l microflna nce im pact assessment studi es on Ethiop ia and in 

other parts of thc wo rld reported pos itive changes in the li ves of the clients. However, 

some of th c changes o bserved were not sign ificant. The posit ive impact of mi crofinance 

services on cli ents is a keen ly debated issue as we have seen and it is generall y accepted 

that it is not a s il ve r bu llet. it has not li ved up in general to its expectation. 

In summary. microti nance has been carried out to a lleviate poverty by connecting the poor 

into producti ve economic c ircuit. Th is objective was expected to be attained by creating 

jobs, increas ing incomc, di ve rsify in g income sources, availing better access to health and 

education, empowerm ent, and protecting agai nst risks, among others. Practice, however, 

revealed that th e outcomcs o f micro fina nce have been both the antici pated positive changes 

and in some cases un expected negative results. These outcomes include generating 

sufficient in come 10 exi t the low-income people from poverty a Powerlessness; achiev ing 

slight economic objecti ves in reducing poverty; and pushing the paJticipants fUlther into 

povel1y. Such mi xed research find in gs cause prevai ling doubt concerning positive impact 

of microfinance serv ices. Fu rthermo re, there is a great deal of difference in the research 

methodo log ies foll owed by d iffe rent resea rchers to study the im pact of microfinance 

services on clients. 
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Instead o f in c lu d ing the clients on the ir stud y, so me of the researchers use the analys is of 

financ ia l sta tements o f the instit ution to make im pact inference on cl ients . 

Therefore th is stud y wi ll try to narrow the aforementi oned gaps in the area of micro finance 

impact assessment : in o rd er to achieve this end a mixed research approach with di rect 

micro fin ance beneficiary is used 
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CHAPTER THREE RESEARCH METHODOLOGY 

3.1 Research Approaches 

Over the last decade microfi nance, impact assessment studi es have increasingly 

moved away li'om s in gle method approaches to multi-method or plurali st 

approaches. The central methodological question amongst impact assessors 

nowadays is no longer ' what is th e optimal method for thi s study, but ' what 

mi x of methods is most app ropriate for thi s study and how shou ld they be 

combined? ' Depe nding on the leve l of resources ava il ab le and the context 

im pact stu di es in creas in g ly seek to combine the strengths of different 

approaches. 

Combining quantitative and qua litative methods is idea l because it w il l provide 

the quanti liable impact of m icrofinance as we ll as an explanation of the 

processes and int crventio ns that yie lded these outcomes (Judy L, 2000). 

Impact assessment of m icrofinance tends to be assoc iated particularly with 

"impact proving" using more pos itivist methods, or quantitative data co llection, 

analyzed stati stica ll y (Hulme & Mos ley, 1996). 

The stud y uses quant itat ive resea rch approach because Impact evaluation us ing 

quantitati ve data from stati stica ll y representative samples are better suited to 

assess in g ca usa lity by us ing stat istica l meth ods or reaching generalizable 

conclus 
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ion s. Since thi s study is about the impact of finan ce (independent variable or 

in terve nti on) on cha nge emp loyment status ,asset base ,income ,fulfi lling bas ic 

needs and fi nall y poverty level (dependent variable or outcome), the 

quantitati ve resea rch app roach is veri ly convenient to gather numerical 

(financ ia l)data ti·om thc cl ients of the microfinance institutions and from the 

mic ro fin ancc itselrus in g appropriate qua ntitative strategy of inquiry. 

The stud y a lso uses a qua litati ve research approach. The benefits of qualitative 

assessments are that they are fl exib le, can be spec ificall y tai lored to the needs 

of th e eva lu ation using open-end ed approaches. It can be carried out quickly 

us in g rap id techniques, and can great ly enhance the findings of an impact 

eva lu ati on throu gh providing a better und erstanding of stakeholders' 

perceptions and pri ori ties and the conditions and processes that may have 

affected program i 111 pact (J udy L, 2000). 

3.2 Strategy of inquiry and research methods 

Micro finance inst itutions ai m to red uce poverty and to check whether thi s 

objective is bei ng ach ieved a cross-sectional survey impact methodology is 

used. Thi s method co mpares veteran to new participants, and then call s any 

di ffe rence bctween these two groups the "impact" of the program. T hi s 

approac h have ri sen recentl y in popu larity because it is cheap, easy to 

implement, and o ften enco uraged by donors. United States Agency fo r 

Internation al Deve lopment (USA ID), thro ugh its Assess ing Impact of 

Microenterprise Services (A IM S) project, enco urages this methodology with 

its A IMS practiti o ner-oriented too ls (Simanowitz, 2004). 

Acco rdin g to Johansso n and Roga ly ( 1997), impact ana lys is requires control 
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group. Control group is a sam ple of peop le similar to in every aspect, but who 

have only reccived a loan for the first ti me and who have not been members 

of the program lo r more than one year. It is used to compare w ith samp le of 

cli ents that have rece ived loa n for more than two yea rs. The contro l group 

approach is th e most wide ly accepted and used app roach to assess the impact 

of m icrofi nance. 

The A IMS approac h is full y adopted for thi s study, in vo lv in g both quantitati ve 

as well as qualitative data. The quantitative assessment is carried out by 

interviewing two types o f clients: mature cl ients (>3 years) and new cl ients «I 

year). The di fferences between these two groups ind icate the impact of the 

micro fin ance intervention. 

The resea rcher gathers data from the c li ents of Addis sav ing and cred it 

insti tuti on taking into acco unt the specified research questions. Then the 

analysis com pares employment, income generati on, asset formati on, fulfillment 

of basic needs and subjective poverty level between o ld and new members. 

The new mcmbcrs serve as a contro l group. If the mean asset format ion for 

examp le, is hi gher fo r veteran members than new entrants, th en the 

methodo logy co nc ludes that partic ipants in the microfi nan ce program led to 

higher food consumption for its partici pants. 

This app roach is advocated because o f two operati onal advantages: no need to 

identify and survey non-partic ipants in order to generate a control group and no 

need to foll ow c li ents over t ime as in a longitud ina l study. 
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In o rder to achi cvc this end th e stud y uses a structured interview includ in g 

both c lose and open-end ed questi ons that were deve loped by USAf D 's AIMS 

project (2000) and e GA P poverty assessment too l (2003). To fit w ith the 

situation of the stud y area, so me modifications are made. T he interview is 

admini ste red to th e samp le respondents of the study area. 

In add it ion to gathe ring data from borrowers, usin g survey strategy of inquiry­

structured inte rview is he ld with microfinance managers and documents are 

reviewed in ord er to in sure the fi nanc ia l sustainab il ity of the microfinance 

in stitu tion un der stud y. 

Fo r the qualitati ve approac h foc us group, di scuss ion (FGO) strategy of inquiry 

is used. T hi s strategy of inquiry is a very popu lar form of qualitati ve analysis 

and in vo lves ac ti ve part ic ipation of sa mp le respondents. FGO is a rapid 

assessment, se mi -structu red data gathering method in which a purposively 

se lected set o f parti c ipants gather to discuss issues and concerns based on a list 

of key them es drawn up by the researcher/faci litator (Kumar, 1987). It has 

become extremcly popul ar because it prov ides a fast way to learn from the 

target aud ience. In M F impact assessment, focu s groups have been used to 

obta in ins ights into target a ud ience perceptions, needs, and problems, beliefs, 

and reasons for cha nges occurred overtime in the variab les considered in the 

stud y. 

3.3 Sampling Design 

A sample des ign is a de finite plan for obtaining a sample from a g iven 

population. It refe rs to the technique or the procedure the researcher wo uld 

adopt in sel ect ing items fo r the samp le. Sample design may as we ll lay down 
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the number of itcms to be incl uded in the sample i.e., the s ize of the sample. 

Sample des ign is dete rmined before data are collected (Kothari, 2004). 

Among the diffc rent sampling techn iques, the researcher employs stratified 

random sampling and s imple random samp li ng. Stratified random sampling is a 

samp le obtained by separating the popu lation in to non-overl app ing gro ups, 

ca ll ed strata and th en selecting a s imp le random sample from each stratum. If a 

population fl'Om which a sample is to be drawn does not constitute a 

hom ogeneous gro up. stratified samp ling technique is generall y app lied in order 

to obtain a reprcsc ntat ivc samp le (Kothari, 2004). 

Table 3. 1 samplin g fram e and samp le size taken for the study 

Term of Sampling frame Sample Size 
~ ---

Loan Sex Sex 

M ale Female Total Male Female Total 

Less th an 40 40 80 16 24 40 
one year 

3 years and 40 40 80 16 24 40 
above 

Tota l 80 80 160 40 40 80 

Thus. from bcndicia ri es th e researcher using the basics of thi s system takes 

160 benefici arics of the credit scheme as a samp ling frame , 40 from each of the 

four microfi nancc branches in Add is Ababa under study. Firstly, based on sex 

the tota l populat ion is di vid ed into two groups (64 males and 96 fema les = 16 

males and 24 tcma les from each microfinance branch under stud y) . Then after, 
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based on term of loan. the subjects of each group (the male and fema le 

populati on) are subdi vided into two c lasses: those who took credit for less than 

one year and those who too k credit for more than three years. Fina ll y, four 

groups are form cd. From each of th ese fo ur groups 50% of the pop ul ation (80 

clients) is tak.en as a sampl e fo r the study. The samp le is limited to 80 because 

of financ ia l and time constra in s. 

Four groups of C li ents (one gro up consisting of6 cli ents from each branch) are 

formed for the locus gro up d iscuss ion. 

3.4 Variables 

Micro linanee im pact assess ment is identify in g that the programme led to 

observed or Slated changes. To assess the changes, different ind icators or 

variabl cs are used based on the objective of th e study and resources ( financial 

and tim e) ava ilable. In thi s respect, in order to add ress the research quest ions 

fU1iher anal ys is is made taking into accou nt the fo llowing variables : 

A) Employmcnt and income generation 

M icrolinance se rv ices are supposed to create employment oppOJiun ities in the 

informal sector and increase the income of the program 's participants. The 

most direct outcome o f mi crofi nance participation is change in househo ld 

income and bus iness plDfilS. M Fls usua ll y work with cli ents who are engaged 

in th e informal sector and not receiving regular wages. 

B) Asset formation 

One of the pos iti ve im pacts of micro fi nance program participat ion is increase 
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in incomc and thi s in turn boosts the asset formation (asset purchase) capacity 

o f the parti cipants. Therefo re, asset formation is one of the variab les 

encompassed in thi s study. The mani festations of asset format ion are: savings, 

purchase o f bus in ess eq uipment's, household furniture and house improvement 

of th e program part icipants. 

C) Fulli Jlmcnt of basic needs 

The ultimate objcct ive o f microfi nance service is a lleviation of poverty. One 

of the indicators o f' improvement in poverty level is fu lfi ll ment of basic needs. 

Therefo re, incrcascd ab il ity to send ch ildren to school, access to health 

fac il iti es, and in crease in food expend iture a re used as po inters of ful fi ll ing 

bas ic needs. 

D) Subjectivc poverty alleviation 

Subjective approach to poverty meas urement is based on individua l se lf­

perception of its own eco nomic welfare. Thi s type of povelty measurement 

he lps to understand peoplc 's se lt: rated leve l of welfare; therefore, it is one of 

the variab les encompassed in thi s study. 

E) Financial susta inabili ty of the MFI 

Microfinancc prov iders a lways cla im to serve the poor. However, it 

becomes a challenge to many microfinance providers to strike balance 

between prov iding fin ancial services to the poorest and becoming 

fina nc ially sustainable at the same time. In this respect th e institut ion's 

Profitability. Operationa l Se lf-Sufficiency, Financia l Self-Suffic iency, 
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Loan Portfolio Profitability, Loan Officer Productivity and other indicators 

o fMF performa nce are exa mined in the study. 

3.5 method of data analysis 

A stat istical summary of field data is used to examine the impact of MFl' s 

programmes. The method for analyzi ng the data includes test for stati sticall y 

s ignificant differences in the mean val ues between the veteran group and new 

group . To test stati stical s ignificance of the d ifferences in the mean va lues of 

the two catego ri es (veteran and new group) the data is analyzed us in g 

descriptive stati stics such as ratios, percentage, means and standard 

dev iati ons .In fc rcntial stati sti cs of t-test of independence is used, to establish 

relat ionship betwcen the independent va riable and other exp lanatory va ri ab les 

in condensing the data for interpretation. For the hypothes is testing, 95% 

confidence le vel (0.05 leve l of significance) is estab li shed . The data is 

ana lyzed us ing stat istical tool ca ll ed SPSS (stat istica l too l for soc ial sciences). 

In add ition, in carry in g out the qua litati ve data ana lysis, the mass of 

in fo rmation is reduced and organized meaningfu lly by selecting and foc us ing 

o n research questi ons g iving attenti on to patterns and co mmon themes on 

specific issue: dev iations from the patterns, and the factors that might explain 

the dev iati ons: and/or interesting stories that help illuminate the research 

questions. Finally. co nclus ions are drawn by stepp ing back to consider the 

meaning of the in fo rmation and its implicat ions in rel at ion to the key research 

quest ions 
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Chapter' FOil r Data Ana lysis an d Inter'pretation 

In thi s secti on, an attempt has been made to di scuss how the services of Addis 

cred it and sav in g institut ion im pact its clients , Data used for the analysis 

regard in g th e in stitut ion 's C li ents is gathered through semi-structured 

in terview, and focus gro up d iscuss ion with the c lients of the MF I. 80 cl ients 

are encompassed in the stud y from fo ur branches of ADCSI (60% female and 

40% male). 

Tn add iti on, th e in stitution's officia ls are interviewed regarding th e 

performan ce of th e ir in stitution and its impact on cli ents and the financial 

statem ent of the institution. record s and broch ures of the inst itution were used. 

This part of the study is di vided into two major parts .The first palt covers 

analys is and inte rpretation of data regarding the direct impact (welfa re) of 

microfinance se rvices of ADCS I on its c lients. The second part covers analysis 

and interp retation o f data concerning the finan c ia l performance of ADCSI. 

4.1 Impact on the welfare of Microfinanee program 

Microfin ance interve ntion is expected to have a pos itive impact on the 

welfa re ( li ving condit ion) of the program palticipants. The ind icators 

(variables) o f we lfarc improvement in th is study are Job 0ppo llunity 

improvemcnt. asset fo rmati on, improvement in income, fulfillment of 
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basic necds and reduction of poverty. Therefore, in order to test these 

va ri ab les data co ll ected and anal yzed as fo llows: 

4.1.1 MF service Impact on employment creation and income 

generation 

H-l: Membcrship in the microlinance programs improves the employment 

status and in crcases income of poor households. 

The types o f acti vities at whi ch the c li ents were engaged as li ve lihood may 

indicate the ir livin g conditions' . T herefore, they were asked what their 

live lihoods were be fo re th ey j oin loan programme o f ADCSI in order to 

compare with the ir condi t io n after joining the ME' program, and their response 

is summari zed figure 4.1 as follows: 

Fig 4.1 r es pondent' s activities before MF program pa rticipation 
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As the abovc graph shows significant number of the clients was engaged in 

traditi onal acti vities and 24 of the respondents out of 80, (30% of the 

respondents) wcrc job less before partic ipatin g in the MF Program. 

The aforementi oncd clients were asked about the ir employment status after 

join ing th e mi cro finance se rvices and thei r response is summarized as fo llows 

in th e fo ll owing graph . 

Do you thinl< tha t yo ur job/income condition is improved after the 

program participation? 

Fig 4.2 veteran clients' response about job opportunity improvement 
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Source: autho rs own computati on based on data co ll ected fl'O m MF cl ients 

Figure 4.3 new cl ients response about job opportunity improvement 

56 



100% 

:1.00% 

99% 

99% 

98% 

98% 

97% 2" 12 

97% 

9 6 % 
N o Yes Total 

------ ----------------- -------

Source: authors own com putat ion based on data collected fro m MF cl ients 

The above li gu rcs ind icated th e fact that veteran (old clients) of the institution 

have improved thcir income and job opportunit ies better than new cl ients of the 

institution_ Out or 40 veteran cli ents, interviewed 32 of them (75%) disclosed 

income and job opportuniti es improvement after join ing the institutions 

program_ On th c other hand out of 40 new cli ents interv iewed only 12 (30%) 

con firm ed incomc and job opportunities improvement. Thi s difference between 

new and old c li cnts of the institution in terms of income and job manifests that 

the longer a cliclll cnjoys thc services of the institution there is more pos itive 

impact on his fhcr li fe_ Gary woler (200 1) in hi s study reported that 

partic ipation in MF program increases income and job opportuniti es and hi s 

findin g is consistent with thi s study_ 

In order to strcngthen the response of the c lients regarding income and job 

opportunit ies improvement the fo ll owing question was posed to them: 

Did your over all income incrcase after the MF participation? 
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Figure 4.4 sample MF clients ' response about income improvement 
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Source: Author's own computation based on data col lected from MF c li ents 

As per the abovc I'; gure, 85% and 72,5 of o ld, and new client respondents 

respecti vel y admitted that their income is improved after joining the MF 

program, 12,5% o f o ld and 25% new cli ents sa id that there is no change in 

income in re lat ivc term s and one respondent from each group confirmed 

decl ine in in come after program participation, 

Those cli ents wi th income increment after joining the program used the credit 

for productive purposes like purchasing more inputs to expand the alread y 

started busincss or to start up new bus in ess; th e author of thi s study informed 

thi s fa ct in th c locus group di scussio n session in addition to the interview made 

to the c l ients, 

On the other hand, those respondents who sa id no change in income indicted 

the fact that th e loa n gran ted by the institution is not adequate so no s ignificant 

impact on th cir in comc, The two cl ients with decline income are used the 

money secured fro m the M FI fo r non-bus in ess activities or to reso lve problems 

58 



of thei r househo ld therefore they are expected to repay the loan from their 

bus iness and it secms natura l fo r the ir inco me to decline. The o ffi c ia ls of the 

MF I under stud y admittcd that they conducts continuous fo llow-up to make 

sure th at the loa n is used fo r the in tended or proposed pu rpose but the ir attempt 

may not be al ways li'uit fl li as is the case of the above two respondents. In 

genera l, 6 1 of the respondents (76%) di sclose income im provement .Edgecomb 

& Garber ( 1998) in the ir study reported that partic ipation in the MF program 

increases th e income o f the partic ipants and th is is consistent with the fi ndi ng 

o f current stu dy. 

How did yo ur over a ll income increase? 

F igure 4.5 respondents' response a bout reasons of income improvement. 
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Source: Authors ' own co mputat ion based on data coll ected from MF c lients 

Both veteran (o ld) and new clients of the insti tution interviewed ad mitted the 

fact th at they have imp roved the ir job and income by usi ng the credit 

fo rwa rded by the l1li cro fi nance in s inuation und er study. In add ition, 6 1.9 % of 

the c lients who d isclose in come and job, im provement used the cred it to 
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expand their ex isting busi ness and 38.1 % of th e c lients used the loan to start 

up new bus in ess. 

To make s ure the like ly spill over effect of the mi crofin ance services the cli ents 

were in te rviewed whether they have hired labor in the ir act iv iti es or not as 

fo ll ows: 

Have you used hired lahar in your business activities? 

Table 4.1 MF clients ' response about hired labor employment 

Veteran group New group 

Frequency Frequency 
percentage percentage 

Yes 15 62.5% 17 67.5 % 

No 25 37.5% 13 32.5% 
_. 

Total 40 100% 40 100% 

Source: Author's own com putatIOn based on data collected from MF 

clients 

As per th e above table o nl y 15 (37.5%) and 13 (32.5%) of the veteran and new 

c li ents respecti vely were managed to hire additional labor for thei r activities . In 

addit io n, there is no as such sign ificant d iffe rence in terms of job creation for 

others be tween new and o ld c li ents . Those c li ents who di sclosed as they have 

hired labo r arc engaged in profess ional acti v iti es like wood, metal , wood and 

meta l, beauty sa lon, and deco rati on of c lothes . The autho r of this study learned 

from FGD th at usua ll y those c lients who used the c redit for non-professional 

act ivi ties w ill not hire oth er peop le because of the nature of the act ivities in 

w hich they are engaged and the ve ry small s ize of the ir bus iness . Thi s result 

shows the Spillover and multiplie r effects of micro fin ance serv ices o n those 

60 



MF program non-participants, Wo ler Gary (200 I) reported that MF service 

benefits not only program participants but a lso non -participants too, and thi s 

stud y obtai ned the same result. 

4.1.2 MF service Impact on asset formation 

One o f th e manifestations o f pos iti ve impact of MF servIce IS asset 

fo rm ation. The assets may be productive (income generating) or used 

for househo ld activit ies. Therefore, to test the hypothesis the 

respond cnts were asked about th is variable the data and analysis of it is 

presented as fo ll ows: 

H-2: memhership in microfinance programs increases entitlcment 

of the poor households through incrcasing their asset base 

Asset formati on. including bu ilding up of collatera l for future loans, is among 

the key Indi cators of mi c ro Finance impact. [n other words, microfinance 

posit ively cont ri bu les to asset bui ld in g. To test th is e[a im in the context of 

ADCSI , qu a li tat ive and quantitative data have gathered . 

Information gath ered through qualitative method (Focus group discuss ion) 

shows that participation in the microfinance Program resulted in positive 

im pact. C lients part ic ipated III the focus group discuss ion were asked what 

changes ha ve occ urred to thei r lives after the loans. One of the responses of the 

c lients was that they have bui lt th e ir asset base with whi ch they are making a 

livi ng. Fo r in stance, a female focus group di scussion participant sa id she was 

making a local alcoho li c drink with borrowed pots and filtering utens ils. 

Neve rth e less, aftcr first loa n, she owned he r own such utensils. Others also 
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spoke of purchasin g better fo od and drinks making and serving utensils. [t was 

a lso learnt rrom the group d iscuss ion that after repaying loans, the clients have 

goods in th eir sma ll shops, whi ch are so urces of much confidence and sense of 

se lf-sufti c iency tho ugh they d id not have money in cash. Barnes et a l (200 1), 

and Todd (2000) in their study repOited th at MF program participants asset 

form ation capac ity is enh anced due to the intervention (cred it) and this study 

also shows the sam e find ing. 

Did yo u im prove your house after program participation? 

Figure 4.6 housing condition improvements of respondents 
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As per the above grap h, shows 37.5% and 20% of o ld and new client 

respondents respect ive ly di sc losed as they have im proved their housing 

condition after j o ining th e MF program. The house im provements a re in the 

form of changing roo ling. improv in g th e wa ll s, changing wood doors by metal 
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(Frenc h door) and painting the house . A great dea l of respondents sa id that they 

have oth er pri ori ti es than improv in g th e ir house. The above bar chart a lso 

shows that morc veteran (old) cl ients improve th e ir housi ng condition than that 

of new clie nts. Taking in to accou nt thi s fact, we can boldly say that the 

pos iti ve impact of M F is also a fun ction of time i.e. c li ents who took c red it 

several tim es w ill bcnefit more th an those c lients who took cred it just once. 

Those c li ents that di sclosed as th ey hav e improved their housing condition 

were asked the so urce of fin ance fo r hous in g improvement, and 12 of(52 .2%) 

sa id access to credit and II or (42.8) of them sa id due to in come im provement. 

Table 4.2 MF clients ' response about sources of fund for house 

improvement 

Freq uency percent 

Access to credit 12 52.2% 

Im proved income II 42.8% 

Total 23 

Source: author' s own comp utatio n based on data coll ected from MF 
partic ipants 

In order to have rigoro us informat ion regardin g the impact of micro fin ance 

servi ces on asset fo rmation capacity of its cl ients, sample clients (both new and 

o ld ) were asked about the estim ated va lue of assets that they have purchased 

after the progra m part ici pation and their response is presented in the fo llo wing 

graphs: 
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Figure 4.7-Es timated value of assets purchased by MF sample vete ra n 
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Fig 4.8-Estimatcd val uc of assets purchased by MF new sample clients 
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Table 4.3 summery of the differe nce between veteran and new clients in 
asset fo rmation 

Mean Mod Med ia Min. Max. Stad. dev. Range 

Veteran group Br3,102 Br 4,000 Br 3,250 Br200 Br 7000 Br161 4. 11 8 6800 Br 

New group Br790 200 Br 800 Br 200 Br 2000 Br Br 574.5 1800 Br 

Diffe rence 23 12 Br 2800 Br 2450 Br 0 5000 Br 1039.6 Br 5000 Br 
between new 
and vetran 
groups 

Source: auth or's own compu tati on based on data co ll ected fro m MF 
partici pants 

As per th e above table, there is hu ge difference between the two gro ups in 

own ing assets such as tabl es, chairs, rad io/tape player, TV/deck, refrigerator, 

sofa, bed/mattress, and others like buying electri ca l cooking dev ices, and 

telephone services. Vete ran (o ld) cli ents on average bought assets of3 , I 02 Birr 

and on other hanellhe new cli ent 's average asset purchase is just 790 Bi rr (th eir 

mean have a difk rence of 2.3 12 Birr). The major likely justificat ion for this 

big difference in asset form ati on is the num ber of times they have took the 

services of the M F institution and fami ly s ize. Those c lients with a big fam ily 

s ize used their in co me fo r co nsumpti on ex penditure rathe r than in vesting it in 

assets, the auth or of thi s stud y learns thi s fact from FGD made with MF clients . 

Howeve r, to ensure wheth er this difference is a matter of chance e lement or it 

is sta li sti ca ll y s ignifi cant, we shou ld look at the results of independent sampl es 

t test. To ac hieve thi s end t test was undertaken by SPSS at 95% confidence 

in terval. T he nu ll and a lternati ve hypotheses are: 
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Ho: Asset formati on of both groups is not significantl y different. 

1-1 1 : Asset formati on of both groups is significa ntl y d ifferent 

Decision rule : Rcject Ho if th e significance va lue is less than a lpha (null 

hypothes is) and do not reject it if it is greater th an alp ha (a lternative 

hypoth es is). 

As indicated in Table 4.2 the mean difference in asset format ion is 2,3 12 Birr 

and as per th e deci s ion rulc. we reject the null hypothesis because 0.00 I is less 

than 0.05 and th ei r difference in asset format ion is stat istica ll y s ignificant. 

For stre ngthening o l"the assum pti on that joi ning MF increases the asset 

formation capacity o rthe pa rti c ipants the clients were asked about the ir sav ing 

as follows: 

Clients: Do you have saving account before program participation 

Figure 4.9 cli ents with sav ing account before MF program participation 
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Do you have sav ing account after program participation? 
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Fig 4.10 c1icnts with saving >lccou nt >lncr MF program pa rticipation 
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Before Program partic ipation, onl y 44% o f th e respondents have saving in the 

form o f Eddir and cqquib and in both the interview and focu s group di scussion 

the respo nd ents di sc losed, as they have no bank account. However, after the 

respondents parti c ipated in the MF program all of them have sav ing in various 

form s. The res pond cnts were asked about their way of savi ng as fo ll ows: 

In what form do you save? 

Figure 4.11 typcs of savings of veteran MF program participants 
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Figure 4.12 types of savings of New MF program participants 
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Five percent of veteran respond ents di sclosed that they save compulsorily for 

loan repayment and 67.5% of veteran respondents sa id that they save for loan 

repayment (compul so ry sav ing), for business expansion (in the form ofeqqu ib) 

and to meet co ntin ge nci es in the form of Eddir. Final ly, the rest of (27 .5%) of 

the o ld respondents di sc losed that they save for loan repayment, to meet 

contingencies (Edclir), fa r bus iness expansion purpose (Equ ibb) and to enjoy 

interest (for safety) in banks. 

On the other hand , 20% o f new cli ent respondents save only for loan 

repayment to the MF and 80% of the respond ents save to meet contingencies 

(Eddir), for business ex pansion (Eqqu ib) and for loa n repayment. None of the 

new c li ents inte rvicwed have a bank account. This resu lt also shows the 

existence of difference in terms of saving between veteran and new group of 

cl ients 
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4.1.3 MF service Impact on fulfillment of basic needs 

One of th e expectcd pos iti ve impacts of microfinance intervention is 

increase in part icipants' abi li ty of fulfilling the ir basic needs like food , 

medi cal faciliti es and educati on. 

H-3: The membership in the microfinance programs improves the 

fulfillment of the basic needs of the participants i.e. food availability, 

access to education of their children, and health facilities. 

In order to test thi s hypoth es is th e following questions were forwarded to the 

respondents: 

What was the approximate monthly consumption expenditure of your 

household before program participation? 

Table 4.4 monthly consumption expenditure of MF respondents before 

program participation 

0 22 27.5% 

100-200 17 21.25% 

200-300 16 20% 

300-400 10 12.5% 

400-500 5 6.25% 

600-700 6 7.5% 

1000-1100 4 5% 

Total 80 100% 

Source: Au th or s own computati on based on data co llected from MF clients 
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What was the approximate monthly consumption expenditure of your 

household aftcr program participation? 

Figure 4.13 monthly consumption expenditture of vetran respondents 

after program participation 
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Source:A uthor' s own computation based 0 11 data collectd from MF clients 

Figure 4.14 monthly consumption expenditture of new group 

respondents after program participation. 
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T he monthly con sumpt ion expend iture o f both veteran (o ld) and new c li ents 

before partic ipating in th e MF program ranges from zero to 1, 100 Birr. Those 

respondents with zero co nsumption expenditures were jobless and fa mi ly 

dependents. Thc Above graphs represents that the monthly consumpti on 

expend iture of o ld and new clients of the MFJ after j oi ning the MF program. 

T he bas ic stati sti ca l figurcs of thi s data are summari zed in the fo ll owing tab le 

Table 4.5 summery of consumption expendi ture of respondents 

Minimum Maximum Mean Standard.dev Sig(2 
tailed) 

Old cl ients 400-500 1900-2000 744 298.36 0.004 

New c lients 200-300 1700-1800 564 320.4 

-
Difference 200 200 180 22.04 

Source: Au thor s own co mputatio n based on data co ll ected fro m sa mple 

respo nde nts 

The mean consumption ex penditure of old group is 744 birr and the new 

gro ups average co nsumpti on ex penditure is 564 Birr. The d iffere nce of the ir 

average expenditure on consumpti on is 180 Birr. Th is result is consistent with 

the o utput of assct formation ana lys is of the two groups, since th e old group 

took credi t man y ti mes than those o f new clients they are more capab le of 

expa nd ing their bus iness and in co me, in tu rn this boosts the ir consum ption 

expenditure than ncw c li ents. 

Howeve r, to ensure whet her this difference is a matter of chance e lement or it 

is stat isti ca lly s ignilicant, we should conduct an indepe ndent samples test and 

in order to ach ieve thi s end an independent sample t-test us ing SPSS stati st ical 
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too l with 95% confide nce interval was und ertaken and the following null and 

alternative hypoth cs is are fi xed: 

Ho: the consumption expenditure oUhe two groups is not significantly 
different. 

H , : the consumption expenditure of the two groups is significantly 
different. 

Decision ,·ule: Reject 1-10 if the s ignifi cance va lue ,s less tha n a lpha (n ull 

hypothes is) and do not reject it if it is greater than alpha (a lternative 

hypothes is) 

As indicatcd in Tab le 4.4 the mea n difference in co nsumption expenditure 

between the two groups is 180 Birr and as per th e dec is ion ru le, we rej ect the 

null hypothes is hecause O.OOLI is less than 0.05 and their difference in 

consu mption expcnditu re is s ignifi cant 

To support th e above change in cons umpti on expenditure the respondents were 

asked about it after program parti c ipation as follo ws: 

Docs the IIumber/ type of your meal improved/decreased/remained the 

same? 
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Table 4.6 improvemcnt of f)'pe of mcal of respondents. 

Veteran New Sig(2 tailed) 

Improved 32 80% 16 40% 0.035 

Remains the 8 20% 24 60% 
same 

Total 40 100% 40 100% 

Source: Author s own com putatIon based on data co llected from sample 

respondents 

The above result of descriptive stati stics summery indicates that 80% of the 

veteran cli ellls' nutritional intake is improved after joining the MF program, 

whi le onl y 40% of new respondents feel so. On the other hand, 20% o f veteran 

and 60% of new c lients disc lose, as there is no change in consumption after 

joining the MI'. Significant nu mber of those respondents with no change in 

consumption admittcd in the FGD the fact that even though there is increase in 

income after partic ipating in the MF program, nowadays food items are very 

expensive and th e incremental income is used ju st to cover the price increment 

of food s rather than impro ving the number and type of the ir foods. 

The above table also shows the ex isting blatant differe nce between veteran and 

new cli ents of the inst itutio n in te rms of consumption expenditu re and 

im provement in nutrition after joining the MF program. The number of veteran 

cli ents who ind icatcd consumption improvement is twice of new clients. Th is 

shows aga in the positi ve imp act of the MF program is function of ti me). This 

result is cons istent with the findin gs of Robinson (200 I) who reported 

househo ld expendit ure increases with participation in MF program. 
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To test if these dille renccs innu trit ion intake are stati sti ca ll y s ignifi cant, chi -

square test was ca rri ed out th rough S PSS and the fo llow in g null and a lternative 

hypothes is was placed: 

1-1 0: There is no s ign ifi ca nt difference in nutrit ion intake between th e two 

grou ps . 

1-1 , : There is si gnili cant difference in nutr ition intake between the two gro ups. 

As ind icated in Ta ble 4. 5 there is d ifference in nutri tion improvement between 

the two groups. And as per th e dec ision rule, we reject the nu ll hypothesis 

because 0.035 is Icss th an 0.05 and their difference in consumption expenditure 

is s ignificant 

Do yo u think tha t this improvement of consumption expenditure of your 

household is associated with a rise in income from business financed by the 

loan? 

Fig 4.15 improve ment of consumption expenditure of MF clients 

/ 

100% /' 
1 

90% 8 

80010 ... 

70% 

--~ 20~ - .-
-- - - -

25 62.50 , 

60"/0 - -- - - -- No 
50"/0 -
40% 2 

t· 30% 

20% 

0% . 

-_._. - - ----_., 

1---- 15 3 .50' t---

10% -to 

0% 
---.. ---.. ~ - , , 

New 

74 

I 
i 
I 



Source: Author 's own computation based on data co ll ected from sample 
respondents 

The above SPSS summ ery of descripti ve stat istics shows that those 

respondents with improvement in nutrition after joining the program attribute 

the im provement to the program, 

One of the positi ve impacts expected is improvement in education of 

microfinan ce program participant 's chi ldren or fam il y, therefore in order to 

make sure whether th is obj ective was met the foll owing question was posed fo r 

the sample interviewees: 

Did the Humber of children attending school after program participation 

l incrcascd , remain s the sa me Idecreased? 

Fig 4.1 6 improvcment of access to Education by MF clients 

0 .8 

J 0.7 

0 .6 ---
0'-.~ 

0.4 -
0 .3 1 - ,-------
0 .2 

0 . 1 

o .j. .....,- ---
vetran group New group Vetra n gro 

t-- ~ ~ 
~ 

up N ew g ro up 
irnproved itnpr oved renl a in s t h e re nla in s the 

Satll e same 

// , 

Source: Author 's own computat ion based on data collected from sample 

respondents 

75 

. Seri es3 

. Series2 

. Series 1 



The above graph shows that 42.5% of veteran respondents and 28.75% of new 

clients di sc losed as their children/famil y education is improved after joining 

the MF program. The improvement is in the form enabling their children to 

join schoo l. having the capac ity to pay for a better school fee, affording to buy 

uniform s and various items needed for schoolch ildren. Almost all of those 

respondents who sa id no improvement in educat ion their chi ldren were already 

attending school bcforejoining the MF programs. Since the study is conducted 

here. in Addis Ababa wherc there are many pub li c schools the respondents ' 

children can join th is schoo ls even with diffi culties of affordi ng to pay for 

uniforms and fulfilling various needed items for educat ion. Besides signi ficant 

number o f thc respondents di sclosed that the ir ch ildren are sponsored by 

NGO 's likc UN ICEF fo r their schoo l fee and education material s. 

The final question fo rwa rd cd to the respondents regarding improvement of 

basic needs was about their med ical fac il iti es cond ition after joining the MF 

program. In thi s regard. 80% of the veteran and 45% of new cli ents ind icated 

that the ex istence of improvement in medical faciliti es after joining the 

program. In the focus group discussion , the respondents disclosed that the 

improvement is in term s of affordin g to buy medicines ord ered by the 

physic ians otherwise almost all of thel11 are uSing public medical fac ili ties 

rather than private ones. Thosc respondents who sa id no il11p rovement are sti ll 

using public heath institutions with a difticulty of affo rding to buy med icines 

prescribed by the physicians. 

Do you think that YO llr access to medical facilities has improved after 

progranl participation'! 

76 



Fig 4.17 respondents' access to medical facilities after program 

participation 
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4.1.4 Impact of MF serv ices on alleviating poverty 

H-4: participation in the microfinance program reduces the subjective 

pOverl)' of lhe participants. 

In o rd er to test thc above hypothes is the following questi on was posed to the 

sample MF Program partic ipants. 

Do YOll thinl< YOllr poverly level (subjective povertyl) is improved after 

participHting in 1\1F programs? 

1 Subject ive a pproach to poverty measurement is based on indi vidua l se lf­
percepti on of its own eco nomic welfare. This type of poverty measurement 
helps to und erstan d people· s se lf-rated level of we lfare. 
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As per th e be low ba r charts 75% of the Veteran clients interviewed disc losed 

that the ir poverty leve l is improved after having the MF serv ices and only 40% 

of new c lients in terv iewed give an affirmative response for the same question 

posed. In add it ion. 25% of the veteran clients and 60% of new clients 

interviewed revea led that th e ir poverty leve l is not yet improved even though 

they are participatin g in the microfinance program. 

Since veteran c lien ts were be in g served by th e MFI fo r a relative ly longer 

period in compari so n to the new clients, it is hi ghly likel y fo r them to improve 

their poverty leve l and the output of the SPSS analys is is in line with th is 

argum ent. 

Fig 4.18 improvemcnt in poverty level of respondents 
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4.2 Performance ana lysis of Addis credit and saving institution (ADCSI) 

H-5: Institutional tinancial sus tainability is possibly correlated with 

positive im pact o n lifc of MFI clients 
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In thi s part, anal ys is of the pe rformance o f ADCS I is condu cted and thi s w ill 

in d icate whether the in stitutions impact on clients is positive ly or negative ly 

re lated with its pe rformance. 

In order to achieve the a fo rementio ned end the perform ance of th e in st itution is 

compared wi th internat iona l microfinance perform ance standards. The 

sta ndard s arc based on internat ional best practices, industry bench marks and 

rati os th at are being used by different pl ayers in th e microfinance industry. 

I-PORTFOLIO QUALITY (40%) 

Two ind icators be low prov ide specific information on th e state of financial 

hea lth of the microfinance portfolio of the ins ti tut ion. Maintain ing good 

portfo lio quality is very important for conti nued delivery of microfi nance 

services to the MIT s c lients. Poor qua li ty o f loan po rtfo li o w ill lead to losses 

to the instituti ons. making it difficult to susta in m icro fin a nce operati ons. 

a . Portfolio at Risk (PAR) Ratio - reflects the proporti on of the microfinance 

loa n port fo lio with one day mi ssed payment to the tota l mi crofinance loans 

outstanding at a give n time. and shows the degree of ri skin ess of the total 

mi crofi nance portfo lio . 

S ince microfinance loa ns are usua ll y sma ll and are payab le within a shOit 

peri od of time. the li kelih ood of defau lt of th e entire loan balance is high when 

one amorti zation payment is mi ssed. The formul a for thi s indi cator is: 
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PAR= Prillci(HlI Balallce o(LO(/IIS IVilll A I Leasl a ile Dav M issed Pa)l/1/ellf 

To/a / Prillcipa/ Loall Ba/flllce 

PortFolio at ri sk 

Rating 

STANDARD: 5% 

Table 4.7 Portfolio at Risk (PAR) ratio 

200G 2007 2008 

10% 8% 7% 

15 15 15 

2009 20 10 

G% 5% 

15 20 

Source: au thor' s own Computati on based on the financ ia l statement of ADCS 

5% or less 20 

>5 to 10% 15 

> 10% to 15% 10 

• > 15% to 20% 5 

Rating standa rd Above 20% 0 

As th e abovc rating indicates, the proportion of th e compa ny's portfo li o at ri sk 

is declining li'om ycar to year and in the year 20 I 0, its portfoli o at ri sk was just 

5% of the whole loan portfo li o. So comparin g th ese resu lts in line with the 

standard s the compa ny' s portfo lio at ri sk is not as such far away from the 

international sta ndard s. 

b. Loan Loss Reserve Ratio - indicates th e degree of protection o f the in sti tuti on 

against expected losses due to de linquency. 
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An allowance sho uld be prov ided once the micro finance loan is cons id ered at 

ri sk, s in ce the like lihood of deFault in creases as amortizati on payments are 

missed. Hence. all owance fo r probable losses is based on PAR. Restructured 

and refi nan ced loa ns are co ns id ered as ri sky and should be provided the 

appropriate al lowa ncc. 

Loan Loss Rcscrve Ratio =Total Reserves Provided 

Total Reserves Required 

STANDARD: 100':;'. of the required reserve 

Table 4.8 loan reserve ratio of ADCSI 

2006 2007 2008 2009 20 10 

Loan reserve ra t io 83.8% 6R. I% 90.6% 95% 95% 

Rating 15% 10% 15% 15% 15% 

Source: auth or· s own computati on based on rhe financia l statement of ADCSI 

r:: 
Score Pts. 

Rati ng 100% 20 

70% to < 100 IS 

1-50 to <70 10 
Standards 

-
30 %to <50 5 

-
Below 30% 0 

As ind icated in the above tab le th e company gives 83 .8%, 68. 1 %, 90.6%,95% 

and 95% of the loa n reserve that should be give n for the yea r 2006 to 20 10 

respectively. The amo un t of loan reserve is increas in g from yea r to year though 
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it is not steadily. In the yea r 2006, the loan reserve seems a little bit fa r from 

th e standard and in the year 2009 and 20 I 0 the institution takes in to acco un t 

almost all del inquent loans. 

Since the institution is trying to serve people at grass root level, it seems 

natu ra l for somc of its cl icnts not to fu lfill their loan repayment ob li gations and 

in general, the allowa nce given for such loans seems not bad. 

II-Efficicncy (30 '1.,) 

The indicators undcr thi s category show whether the MF I is ab le to deli ver 

microfin ance scrvices at thc least cost to thc institution. They also indicate the 

ability of thc institution to gencrate suffic ient income to cover the ex penses 

related to the 111 icrofinancc operat ions. 

a. Administrativc Eflicicncy - measures the cost of managing the organization's 
assets. 

Adll1inistmtive ~tficiel1cy = 
costs) 

A dministrative Costs (direct al1d indirect 

A vem ge Gro.l·s LOlln Por(/iJ/io 

Table 4.9 administrative efficiency ratio of ADCSI 

Adm i n istrati ve 
efficiency 

Rati ng 

2006 

4 (~) 

rw 

2007 

4.6'% 

10 

200S 2009 

4.1S'Yo 3.9% 

10 10 

2010 

3.7% 

lO 

Source: author's own computatio n based on th e finan cial statement of ADCS I 
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Score Pts. 

o to 10% 10 

• > 10% to 15% 6 

Rating standards 
> 15 to 20% 4 

Above 20% 0 

The adm ini strati ve efficiency o f the institution as manifested in th e above table 

is sound and the ratio is fall in g as the amount of loa n portfol io increases . Both 

the ad mini st ra tive costs and th e magnitude of loa n portfo li o in crease fro m year 

to year but th e in crcase is not proportional , so th e resu ltant effect is that the 

rati o steadil y declincs. T herefo re, the organizations efficiency (ab ility of 

managing assets at reasonab le cost) is increasing from year to year. 

b. Operational Sclf-Suflicieney - indicates whether eno ugh revenues are 

earned to full y cove r th e costs of the miero finance operatio ns. 

oss ~ Inleresl income jiom Loans + Service Fees + Filing Fees + 
Fines, Penalties, 

Financing Cosls + Adminislrative Cosls (direct and indirect costs) 

OSS 

RATING 

Table 4.10 Operat ional self-s uffi ciency ratio of ADCSI 

2006 2007 2008 2009 

68.8 % 11 53 .67% 196.2% 193% 

o 10 10 10 

20 10 

2 12% 

10 

So urce: author ·s own comJlutati on based on th e financ ial statement of ADCSJ 
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Sco rc Equiva lent po ints 

Rating 120% and above 10 

standa rds - 11 5% to < 120% 8 

110%to< 11 5% 6 

105% to< IIO% 4 

100 to< 105% 2 

Bc low 100% 0 

As indi cated in thc above tab le, ADCS I is operat iona ll y se lf-s uffic ient in all 

periods encompasscd in thi s stud y. Th ough 120% is enough to be operat iona ll y 

se lf-sufficient. th e in stituti on surpassed thi s sta ndard and in 2010, it was almost 

twice of it. There fo re. the in stitut ion was rais ing adequate revenue not o nly that 

covers operationa l costs but al so cont ributes s ignifi ca nt marg in fo r net income. 

C. Loan Officcr Productiv ity - measures the ab ili ty of loan officers to servi ce 

m icre fin ance borrowers. 

Number o(Active Borrowers 

Loan Officer Productiv ity = Number (~/Accoul1t Officers 

Table 4 . .11 loan officer productivity ratio of ADCS 

Loan ofli ccr 
prod uct i vi ti v it y 

Rating 

2 :006 

96 

5 

2007 2008 2009 

176 .1 4 178. 18 131.3 1 

5 5 5 

20 10 

126.3 1 

5 

Source: auth o r· s own computation based on th e financial statem ent of 

ADCS I 
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150 and above 5 

• Ratin g standards 100 to 149 3 

50 to 99 I 

Below 50 0 

As per the above tab le, the orficers of the institution are serving cl ients very 

well. Based on th e standard, a loan offi cer is expected to cater 150 clients, and 

the ADCS I officers are perform ing wel l in this regard. 

III. SUSTAIN ABILlTY (15%.) 

Susta illabilitl' Two indica tors below measure the abi li ty of the institution to 

continuo usly finance its micro finance ope rations h om intern all y generated 

funds in the long run without any subsidy. 

a. Financia l Sclf-Sufticiency - indicates whether the organ izat ion is earning 

enough revenuc to suffici cnt ly cover in the long-run all operating costs and at 

the same time l11ai ntain thc va lue of its cap ita l and assets, without the need for 

subsidy 

b. FSS~ Opel'll /in g Revellue 

Financial E~'(jJel1 se -\- Loan Loss PI'{)vi,\'ioll Expense -\- A djusted Expense.\' 

STANDARD: grea ter than 100% 
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Table 4.12 fi nancia l self-s ufficicncy ratio of ADC SI 

2006 2007 2008 2009 20 10 

FSS 84% 65.66% 188.6% 153.8% 154.76% 

Rating 0 0 10 10 10 

Source: author ' s own co mputat ion based on the financial statement of 

ADCS I 

Scores Pts. 

100% and above 10 

95% to< IOO% 8 

.... 
90% to <95% 6 I 
85% to <90% 4 

Rating Standards 
80%to <85% 2 

Below 80% 0 

The FSS of th e institutio n in 2006 and 2007 was be low the standard, but 

startin g from 2008 th e FSS of the co mpan y grows steadi ly and it comfortab ly 

covers a ll ope rating costs and mainta ins the va lu e o f its capita l and assets 

without the need l'o r subs idy. There fore, the inst itut ions perform ance in its 

being fi nancia ll y sc l t~su rfic i en t is exemplary for th e rest o f the countries MF I. 

C. Loan Portfolio Profitabil ity - measures the proporti on of net revenues 

generated from the MF lend in g operati ons to th e MF loan pOltfolio. T his rati o 

indicates whether ea rnin gs ca n suffi c iently cove r the annual depreciat ion of the 

peso. 

d. 
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Net Operatiu g JI1CUJlle 

LPP= Averaae Net MF Loan Portfolio b . 

STANDARD: greater than the inflation rate during the period 

Table 4.13 loan portfol io profitabil ity ratio of ADCS l 

2006 2007 2008 2009 20 10 

LPP 2.3% 3.97% 5.6% 4. 18% 4.78% 

In flat ion rate 11.6% 130/0 17.2% 44% 8.5% 

Rating 0 0 0 0 0 
--

Source: au rhor" s own computation based on th e financ ial stateme nt of 

ADCS I 

Scores Po ints 

• Greater than inflation rate 5 

Rating Standa rds Equal to inflation rate 3 

Less tha n inflation rate 0 

The LPP of thc institution as ind icated in the above tab le it is fa r below the 

standard or the respective period's inflation rate. 

I 
" 

RETURN ON ASSET AND EQUITY 

In addit ion to thc above nna ncial sustaina bility, ind icators return on asset and 

return on eq uit y also can tell us the inst itutions so undness in generating 

adequate revenue. Return on Assets (a lso ca lled return on investment) 

measures the cOlllpany"s profitab ility per Birr of in vestment in the total assets 

and dividing ea rn ings after taxes by tota l assets. On the other hand, retu rn on 
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equ ity measures the company's profitabili ty per Birr o f the company's capita l 

or it shows th e amo unt of profit generated per Birr of share holders cap ita l. 

Table 4.14 selected components of lin an cia I statements of ADCSI 

Net Income 

Total assets 

Shareholders' 
equity 

ROA(NIlTolal 
asset) 

ROE(Nllsharcilol 
deI'S equity) 

2006 

- .7 11.893 

72.012.2 
6 2 

24.437.7 
<I 

1.57% 

2.1 8% 

2007 

5.761,964 

232,085,7 
65 

158,2 17,3 
59 

V I8% 

3.64% 

Source: finan cial statcments of ADCS I 

2008 2009 2010 

I 1,532,65 I 1,755,322. 17,390,316. 
0 50 22 J 

287,1 27,3 379,3 45, 178 504,196,809 
56 .73 .65 

205,026,5 275,78 1,92 1 343, 15 1,238 
99 .50 .80 

4.016% 3.1 % 3.45% 

5.62% 4.26% 5.06% 

The above table shows tha t both ROA and ROE of the institution are 

increasing from year to yea r. The institution generates 0.0 I 57, 0.0248, 0.0406, 

0.031 and 0.0345 cents per Birr of th e compan y's assets from year 2006 to year 

2010 respecti vely. Sinec therc is, no an y benchmark to compare with it is 

difficult to j udgc thc company 's performance. 

The com pany was also ab le to generate 0.02 18, 0.0364, 0.0562, 0.0426 and 

0.0506 cents Pcr Bi rr of the shareho lders equity for the years 2006 -20 I 0 

respective ly. Agai n. clue to lack of industry standard it is a li ttle bit difficult to 

judge the company's performancc. 
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IV- OUTR EACH (IS 'X,) 

Outreach - These indicators show the extent of reach of the MFI. They take 

into account the growth in the number o f the act ive cl ients, the expansion of 

the microfinanee port folio. and the depth of out Teach 

a. Growth in Num ber of Active MF Cli ents - measures the ability of the MFI to 

expand its ope rations through increases in its acti ve cl ients (referr in g to those 

with outstanding MF loans wit h the inst itu tion). 

Ending No. afAclive IvfF Clienls - Beginning No. o(Aclive MF 
Clienls 

GINNAMFC= lJeginning No. ajAclive MF Clients 

STANDARD: 2: 5% 

Table 4.15 growth in number ratio of ADCSI clients 

Growth in Nl 
Active MF C 

Rating 

-

Imber of 
lients 

-

2006 2007 2008 

7.2% 7.9% 16.9% 

5 5 5 

2009 20 10 

-3.83% 14.6% 

0 5 

Source: au thor's own computation based on the financial statement of 

ADCSI 

Scores Points 

Rating standards 5% or hi gher 5 

• o to 5% 3 

Below 0 0 
. _ . 
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T he above table indicates that the nu mber o f cli ents is growin g steadi ly in each 

period except in 2009. which shows dec line by 3.83% re lati ve ly in co mpari son 

to 2008 and in 20 10. the nu mber of active client 's increases by 14,6%. Thi s 

result is consisten t wit h thc in creasc in the magnitude o f loan portfo li o as 

indicated in gro\\ th in micro fi nance loan portfo li o rat io. 

b. G rowth in M ic ro financc Loan Po rtfol io - dete rm in es the rate of expans ion 

of th e MF loa n port fo li o, whi ch may be a result o f an increase in the number of 

act ive c li ents or in the loa n amounts, or a combinati on of both. 

GILl' Endin g M F Loall,\' Ou/stallding - Beginning MF LO(ll/s 

Ou/s/al/dillg 

Beginnillg MF Loftlls Outstanding 

ST ANDARD : ~ 5% 

Table 4.16 Growth in ADCSI Loan P ortfolio ratio 

2006 2007 2008 2009 2010 
-

GILP 176% 43.345 41.4% 3. 12% 29% 
-

Rat ing I 5 5 5 5 5 
- . 

Source: auth or's own co mp utatio n based on the finan cial statement of 

ADCS I 

Scores Po in ts 
• 

5% or higher 5 

o to 5% 1 
j 

Ratin gstanci arcis 
Be low 0 0 
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The compan y ' s loan portfol io is increas in g from year to year as th e above tab le 

indicates though thc increase is no t in th e same rate each yea r. In compari son 

to the rat ing standard the company's loan , portfo li o in crease is more than 

signifi ca nt. Thi s incrcase in loa n portfolio is co ns istent with the increase in the 

num ber of acti ve c li ents as indicated in Growth in Number o f Acti ve MF 

C li ents ra ti o. 

c. Depth of Outreach - ind icates whether the MFI prov ides mi cro-financial 

serviccs to clicnts be longing to th e lower income segment o f the economy. 

DOO 7i)fa! Loans Ollisianding -;- TOla! Number O[Aclive 
Borro\vers 

GNP per Capita! 

Stand a rd do not exceed 20'% 

Table 4. 17 depth of outreach of ADCSI 

2006 2007 2008 2009 2010 

DOO 104.5 6% 95 .6% 9 1.6% 56.57% 46.3% 

Rating 3 4 4 4 4 

Source: author' s own compu lalion based on the fi nancial statement of ADCSI 

Points 
Sron:s 

5 
:::; 20 

4 
> 20 · JOO 

> 100- 150 3 

Rat ing >150·200 2 
standards 

>200·300 I 

>300 0 
I 
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The resu lt oCthe above table shows that th e depth of outreach of ADCS I is a 

litt le bit belo\\ the standard. The implicat ion oft-he above figures is th at the 

in stitut ion under study is not in a very good pos itio n o f se rving the poo rest o f 

the poor. 

VII. Ovcrall Adjectival Ra tin g 

» Ratin g 1 (90 to 100) - Excellcnt. The MFI has strong performance that 

provides safe and sound operation. The mi crofinan ce operati ons o f in stitutions 

in thi s catego ry arc res istan t to extern a l shocks a nd fin anc ial d isturbances and 

are ab le to withstand adverse changes in the bus iness environment. 

» Ratin g 2 (80 to 89) - Very Sa tisfactory . The M FI has satisfactory 

performance. The)' have sak operat ions and are able to w ithstand bus iness 

fl uctuati ons. 11 0\\ evcr. thcre are somc areas in its operati ons that need special 

attent ion which. if Icft unchecked may negat ive ly affect its microfi nance 

operat ions. 

;... Ratin g 3 (70 to 79) - Sa tisfactory. There are areas in the microfinance 

operations that need special attention. Key performance measures indicate that 

the operat ion s may be adverse ly aftected and may deteriorate further when left 

unchecked. 

» Rating 4 (Bclo)l 70) - Needs Improvement. The mi cro llnance operatio n has 

serious problems and nceds c lose supe rvis ion. 

./ 
1'.,., 

4.~ \ .. 
'. '4,, ~ < . v". "',\, 

~ 'V I \~~ . -
~ 0 ~~~..::, ' .,. 

v .... 

92 



Table 4.18 sum mery of performance analysis ratio of ADCSI 

Indicators 
1

2006 
1

2007 
1

2008 
1

2009 
1

2010 

PORTFOLIO QU A L ITY 

P0I1folio at Ri sk 10% 8% 7% 6% 5% 
(PAR) 

-
Loan Loss Rese rve 83.8% 68. 1% 90.6% 95% 95% 

Ratio(LRR) 
-

II. EFFICIENCY 

Adm i n istrative 4% 4.6% 4.1 3.9% 3.7% 
8% 

Efficiency 
-

Operational Sell~ 168.8% 153.67 196 193% 212% 
.2% 

Sufficiency 

-
Loan Officer 196 176. 14 178 13 1.3 1 126.3 1 

.18 
Producti vity 

III. SUSTAINABI ITY 
-

Financial Sc ll ~ 84% 65.66% 188 153 .8% 154.76% 
.6% 

Su fficiency 

Loan Portfo li o 2.3% 3.97% 5.6 4. 18% 4.78% 
% 

Profitability 

IV. OUTREACH 

Growth in Number 7.2% 7.9% 16. -3 .83% 14.6% 
9% 

of Active MF client s 

Growth in 76% 43.34% 41. 3. 12% 29% 
4% 

M icrofin ance 

Loan Portfo li o 
-'-
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Depth of Outreach 104.56% 95.6% 9 1. 56.57% 46.3% 
6% 

Total 68'X) 64% 79 73% 84% 
'Yc) 

Needs Needs sati Satisfactory Very 
improve improve sfac sat isfactory 
mcnt ment tory Rating 

'---. 
Source: author's own computation based on the fi nancial statement of A DCSI 

4.2.1 su mm ery of ADCSI per formance ratios 

> The rating out of 100 was 68% and 64% respecti ve ly for 2006 and 2007 and 

thi s in d icates as the ADCS I operation have had seri ous problems and needs 

close supe rvi s ion. 

> In 2008 and 2009 th e institution shows improvement and its overa ll ratin g was 

"satisfactory". In these two ycars. the institution reg istered in a lm ost all 

benchmarks o f M I' performance assessment good scores . 

).. In 20 10 the institutions pe rformance reaches its peak re lat ive to the fi rst four 

years under stud y and tota l assets, shareholders equi ty and net income 

respect ive ly incrcascd by 5634994, 12485 163 1, and 673693 17 in comparison to 

the yea r 2009. 

In order to augment the anal ys is of quantitati ve data obta ined from the 

financ ia l statement o f the com pany under stu dy, data that have a qua li tati ve 

feature was collec ted by in terviewing four branch managers and one head 

offi ce seni or onicial. The offi c ia ls were as ked about how the compan y 

manages its linanc ia l susta inabi li ty whi le serving the poor, the suffi c iency or 

adequacy of loan lo rwardeci to c lients, and the impact o f the ir company 's 

services on c licn ts life. 
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The respondents (o l"lic ial s) o r the ADCS I di sclosed that in order to mai ntain 

their finan c ial susta inability a ve ry ti ght screening ca rr ied out regarding the 

behavi or of credit applican ts. and the feas ibility of the business in whi ch the 

credi t is requested fo r before forward ing the loan. More over after granting the 

credi t to the cli ents. the company conducts continuous supervis ion through 

visiting the business premi ses of the cli ents and givi ng advices. Sim il arl y, it is 

well articul atcd in literatu rcs that less defaul t rate is cri tical for financial 

sustainability to achieve thi s end strong supervision and screening is necessary. 

The respondent s are al so adamant about the fact that the magnitude of loan 

forwarded to th ei r cl ients is adcquate. They also di sclose their comm itment to 

avoid the negati ve eonsequcnces of underlover financing their cli ents. In 

contrast to th is opinion of th e company's offic ial s, some of the cli ents 

interviewed di sc loscd their di scontentment abo ut the amount of credi t they are 

allowed. 

All the fi ve olricia ls interviewed revea led confidentl y the fact that their 

institution has positi ve impact on the life of their cli ents through creation of job 

opportu nit ies and increasing thcir income. The analys is of data gathered from 

the cli ents al so revca led thi s fact and there seem s to be consistency of findings. 
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CHAPTER FIVE CONCLUSION AND RECOMMENDATIONS 

The paper examines the impact of microiinanee services on cli ents in the case 

of Addi s crcdit and sav ing instituti on. The perfo rm ance of ADCS I in relation 

to its impact on cl ients and financia l sustainability is al so given due 

cons ide ration in the paper. It rev iews literatures on core perform ance indicators 

of MFls. The litera tures noted that MFls could be examined through two main 

polar: impact on cl ients and finance al sustainability. In order to achieve thi s 

end data both qualitative and quantitat ive gathered from cl ients to study the 

institutions' impact on its cli cllts. More over the financial statements of the 

company and data 1'l"Om the a llicials of the company is gathered to eva luate the 

performances and linancial sustainab ility of the institution under stud y. In the 

ana lysis process, th e study has adopted simple descri ptive anal ys is techniques 

5.1. Conclusio n 

Based on the anal ys is madc in Chapte r four th e foll owing conclusions are made 

on the impact of AOCS I se rvices on its clients: 

5.1.1 Impact on employ mcnt and income gcneration(Objcctivc 1) 

Thc analysis of data co llected through MF cli ent interview and 

focus group di scuss ion revea led the fact that microfinance 
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intervci1t'ion has pos it ive impact on emp loyment opportunit~ 

. d ' I . I' f l ' . ,', 
creati on an Illcreas ing t lC I[1CQme 0 . t l e program partiCIpants. 

. . /, . . 

5,1.2 Impact o n ass~t for mation (objecti~.e (2) 

The stud y a lso shows the ex istence of d irect relationship between MF 

program parti c ipation an{ Asset format ion ca pacity. Mo reover, the study 

indicated th at therc is a s ignificant difference between new and veteran 

membe rs or thf program in term s of asset fo rm ation capacity. The mean 

. " I 

assets bought oy ( eteran / nd new clients were 3 102 Birr and 790 Birr , 

respective". In 0'fer to chl~ck the stat istica l s ignificance o f their difference I 
in asset formatio n independen t samp le t test was conducted and reveal s as 

their difTercnce is stat ist ica ll y s ignifica nt. 

5,1.3 Fulfillment of basic needs (objective 3) 

Thc int erventi o n a lso shows pos itive impact on fulfillm ent of basic 

needs. but th e ex tent o f thi s positive impact on new and veteran 

c li enlS is not th e same. Independent sampl e t -test and Chi -Square 

Test analysis wa s made 011 consumption expenditure and Ilutritional 

intak e o f th e two groups and the resu lt revea led stat istica ll y 

signi l cant difkrcnce between them .. Vete ran c lients registered 

more l'O IlSI.Jlllptiull expenditu re and nutritional improvement than 

11('\\ Ll i \..' 111 ~ did. 

5. 1.-t IrnprO\l'lIIclit in su bj ect ive pO\' c rt~ ' lcn: 1 (o bj ec tive 4) 

rill\..' 1;1 .... 1 \ :ll"i ~lhlc Or th e stll dy related \\ illl Llicllt S' \\"clfarc impact 
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leve l). In thi s regard , 75% of veteran cl ien ts fee l improvement in 

. \ 
the ir poverty levc l (became less 'poor) and 40% of new cli ents fee l 

~ I 
I . , 

so 

5,1.5 F inan cia l susta ina bility of the MFI 
,I i 
\v h i~c 
I t 

serving the poor 

(objective 5) 

I From profitabili ty and sustainabi lity poin t of view, ADC I I is doing well in 

terms o fOperali ona l se lf~s uffieien cy and financial se lf-sufficiency. 

I 
ADCS I is performing wc llthc I'lanifestat ion of thi s good performance is th at it 

. ~ , 
II 'I 
'fulfill s in alm ost all dim e ns ions the intei"l,a ional microfinance industry 

I I I 
performance standards. The co mpany's opel ational and finan cial self-

sufficienc y ratios and prolitab ili ty rat ios as wel l are showing continuo us 

improvement over time . From the outreach angle, it is found that ADCS I 

operation is expanding through increases in its acti ve cl ients. 

5.1.6 Correlation betwecn clie nt welfare impact and MFI financial 

sustainability 

The stud y re vcals the fl,ct that th e perfo rm ance of MF I is pos itively related 

with its impact on c li e nt s. Beca usc as the data ana lys is shows th e participants 

of the program arc pos iti vc ly affec ted by the services of the MF I. Ind icators 

of positive im pac t o n clients wc lfare are change in employme nt statu s (new j ob 

creation and bu siness L'\: pan sion). improvement in illcollle. asse t rormation . 

fu llil lmcllt II i" I"" ic nc'cc" (l(llXI. education and medical se rvices) and 

subjccti\c 11(\ \(, rI.' il1lp rtn -':!llcllL i\ lorco\,cr. the linancial and operati onal 
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performance of thc institution is sound comparing its performance with 

in ternational' M'r industry standard, 
, \ 

,1 

5.2 RccommC ll datjollJ , . . 
1 I I -I 

Based on thc tind ings b r tire study the fo llowing recommendati ons are made by 

the researcher: 

Even though ADCS I was oing well in terms of profi tab ility and sustainability, 

Depth of ou trcach rati o or the inst itution indicates that the company is not 

I , I 
providing l1li~rg- linancial services to clients belonging to the lower .lnEome 

1 
I 'I 

segment of the c~onomy .' ITherefore, it is belle r 

maximu lll effort t1 se rvc t1;c poorest of the poor. 

fo r the inst itution to 

The Loan portfol io profit abili ty ratio of the institution as ind icated in the 

analysis part of the study is far be low the standard or the respect ive period's 

in flation rate. To Illecl the standard it is better to match profitability with the 

respective period 's inflation rate. 

Some cli ents or thc institu ti on encompassed in the study di sc losed that the 

amoun t of credit forwarded 10 them is not adeq uate and due to th is no 

sign ifi can t changc in th e ir life. thereFore the institution Illay consider its credit 

size policy. 

ADCSI pm\ idc/o fler sillall bus iness training to the clients. Howeve r. the 

training is conjincd t l) on ly bu siness training. Thu s. it is better for ADCS I to 

expand its ~L·OP\.: uJ' training to include accoullting. bookKeeping and cost 

ca iculatiull. hlldgL'!ing. ~ Ind leadership/decision-making. etc. 
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Appendix-I: .Questiollnaire for the rese(fJf~1! 
ADDIS ABABA UNjVERSIry 

Schoo l o rl3us iness & Public i}d mlnistrati on 

Departm ent of Accounting and finance 

Questi onn aire for survey on " Impact of Microfi nr nce services on clients 111 

Addi s A ba ba: The Case o f Add is sav ing and credit instituti on. 

Branch: ________ Enumerator: ______ Date : ____ _ 

Dear Responden t, 

The purpose of thi s questi onna ire is to' gather in fo rm ati on to write a research 
I 'I 

paper on the impact or m ic ro iinance. Perso~al res po{, ses o f interviewees would 

be kept con ii dentia l. and there would not ~e any link between status in the 

programm e an d responses. There fore, yo u are ki ndl y requested to give accurate 

inform ati on as mu eh as poss ib le. 

T hank you in advance 

I. Personal informa tion of the Respondent 

(Please make a ' . mark in the Dash provided in front of the Question 

LI Sex : I. Male ___ 2. Female _____ _ 

1.2 Age 18-25 _ 

1.3 Marital Status: 

26-35 _ _ 36-50 ____ above 5o ___ _ 

I. S in gle _ 

2. Ma rried 

5. Ot her iran )' 

I A Ed ucationa l leI el 

I. III ite ral c 

3. Grade 5-8 complete 

5. above grad e 12 

3. Di voreed _ _ __ _ 

4. Widowed ____ _ 

2. Grade - 1-4 ___ _ 

4 .-G rade 9- 12 ___ _ 

6. If it is abll l C ~~ralk I ~ . ,pcc il\' the qualilicarion ' _________ _ 

2. Inf"!'I"atio" :"lO Ll t cm ploy ment and in eo lJl c (O bj ect ive I) 

2. 1 iI~/() rll1(1 ri()1I (I ll J:"I1IIJ/OYIII l! I1( (llld Blisille.\'.'f 

2. 1./lr/w/1I"('J"<' Y()II doin,!!. hc-:/iJre )'oujoin micnd il7f1nce borrowing? 
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;'\' 
2_1 _2 Wl1at is yo u1r cu rrent engagement? 

A) Local d rink preparation B) se ll ing " injera " 
I I -

C) Wood or n1cta l work 

E) Shoe pb li slj or repai r 

D) Textil es 

F) Beauty salon 

; , \' 

I I, 

G) Reta il tradj . 

F) Others(spe i fy) _________ _________ ---' 

2.'-3 Did you star any or the acti vities after the program pal1icipatio n? 

A) Yes _ ________ B)No __________ _ 

2 _1 .4 If IYour answer to Q. 2. L3 is yes, how? 

:~~~ ~--------------------------- ;---
2 _1 S If YOl!r answel' to Q _2_13 is No, why? 

2. L6 Do you think that yo ur income and j ob Opportun iti es have im proved 

due to the'mierolinance services (intervention)? 

A) Yes _______ B) No __________ _ 

2 _1_7 if yo ur answer is yes for the above question, how fa r MF membership 

helps yo u in starting the j ob_ 

A. provided me with the with business idea due to train ing and consultat ion 

B. It he lped me with the provis ion of sta rt-u p cap itaL 

C -It provided mc wi th wo rki ng place (space, house rent, etc) 

D.otherspccilY 

2. 1.8 If you have conti nued your prev ious job what, do yo u th in k the MF 

serv ices COlllri blllCci to yo ur business? 

A_ helped " le 10 su;,win it. othe rwise. whi ch cou ld have closed du e tv shortage 

of capitaL 

8. helped Il~ C In c.\pand and operate at larger scalc. and improve profitabili ty. 

C. helped me to di vCI's i" n1\ business (start anoth er acti vit y. to support the 

cxi sting O ll ~) 

D. No c h a n g~ 

2.1.9 Have: Oll ti"cd :li rcd laho ur in your busincss activiti es? 
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A) Yes _ __ B) No _____ _ 

" t, 

2. 1.10 If your answc r to Q 2. 1.6 is yes, how n\any? _______ _ 

Is it for te lllpo r" ry o r perm anent? I and for which act iv iti es? 
,I 

2.2 Information aboul source of income 

2.2. 1 Do you have a so urce of income for your lOuseho ld befo re the loan? 

A) Ycs ____ B)No __ -+ __ 
2.2.2 I f yo ur an swcr to Q.2.2. I is yes, explain the so urce and th e amoun t of 

you r Income 

So urce of incomc 

Amount o r monthl y inco me '.~ Birr 

2.2.3 Did you r overall household income/ 

A) Incrcase __ 13) Remai ns t h~ same -,-_ _ C), Decrease __ 

2.2,4 How did you r income increase? (If increased) 

A). Expa nd existi ng bus in ess due to access ibi lity of credit 

13) Ab le to purchase input due to access ibility of credi t 

C) Got jobs duc to acccssib ility of cred it 

D) Ifany others (s pecify) __________________ _ 

2.2.S Why do yo u thi nk yo ur in come rema in consta nt o r decrease? (If remain 

constant an d decrease) 

A) Ill ness o r cleath orone o r more oryou r famil y member 

B) Unable 10 gel inpu ls due 10 lack of cred it 

C) Famil y membe r losl j obs 

D). others (speei fy) 

3, Informati o n a bout Asset formation (objective 2) 

3.1 What type o l' ho use did yo u have . efore prog ram participation? 

3.2 Did YO LI irnpnwc your hDuse after program participation? 

A) Yes 13 ) No 

3.3 lfyouraI1S\\ U"1:-. yes. due to: 

A) I\ CC(,~:-' ti. l credit 

C) G i ti s III ; \ ill> 

rl ) Im proved income 

D) others (spec ify) 

3.4 Ifyollr aIlS\\(T 11.)1' Q 3.2 is No. what are th e reasons? 
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A) __ 

; , ~) 

3.5. -What a r[ thc typcs, numbers and 

purchased? AntI' li rogram partiei pat ion? 

est imated va lue o f ~the ass~ tr you 

I . . , 
, '1 -

1 

Type f No. 
" ;1 I' 

Total value if bir 
l. C hairs 

2. Tab les I 
3. Beds 

4. Radio / Tape R~corder ___ _ I 
5. Stove 

6. TV \ 

7. Refrigerator .. _' 

., 'I 
8. Others (f pec ifyil 

3.6 Did )lou r pu r~has in g 
I ;: 

aftEjl' pro grain power to buy assets was improved 

participation? if your answer is 'Yes', how? 

A) Due to increase in income from m icrofin ance activit ies 

B) Due to in c reasc in incomc fro m non-miero finanee activit ies 

C) Gifts or ai ds 

D) Others (speciry) __________ ______ ~ 

3.7 If your answer to Q. 3.6 is No, Why? 

A) Lack of credit 

B) Marke t problems 

C) Lack o l'wo rki ng ca pital 

D) Othe r spee iI'y __ ~ _________ _ 

3.8 D id you I~ _avc a persona l sav ing account befo re program participati oJl? 

A) Yes 8 ) No ___ _ 

3.9. Ifyollr an S\\ILI" lor Q. 3.g is yes, spec ify the monlhly sav in g amount in 

Birr 

3. 10 Do YOLI have a personal sa ving account aile!" program participation? 

A) Yes I3)No __ ~_ 
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3. 11 If yo ur answer for Q. ;~.\ 0 is yes, in what form do you save and why? ; .,.\: 

A) Compul sory savin gs in MFl 

B) Volunta ry sav in gs in MFI I. , 
C) Saving and crcdit assoc iation 

D) Bank account 

II I' 

I f , 
E) lqqub . 

F) Iddir i 
3. 12. How often do you save? Weekly, ~onthIY' yearly ___ _ 

3.13 What is you r sou rcc of money for saving? 

A) Bus iness / protit financed by the loan 
I 

B) Others (spec ify) ' .. :'.........-, 
3 14 To what purpose did you sAve? 

A) To earn interes t inCO I~ e 
'I 

/1 

B) Loan repaymcnt 

C) To ex pand yo ur business 

0) For safe ty purpose' and meet contingencies (risks). 

E) Othcrs (spec ify) 

4. Fulfillment of basic needs (objective 3) 

4.1 Consumption and Nu tritional Status 

4. 1.1 What lVas th e approximate monthly consumpt ion expenditure of yo ur Househo ld 

before program partic ipation? Birr ____ __ _ 

4.1.2 What is th c approximate mon thly consumption expend iture of your household? 

After progralll participati on? Bi rr _______ _ 

4.1.3 Docs th e num ber o r types of you r meal s for the last tlV%ne years have? 

A) lmproved_. __ . B) rema in ed the same _ __ C) Decreased 

4.1.4 If yo ur answcr to Q. 4 . I .i is improved. how has it improved? 

A) Ab le to bll\ n, o re ecrca'ls sllcleas terr, ma ize, etc 

B) .I\ble to bu) vegetahles and fj'lIits 

C) Able to bll\' "a ir \ prodllc"ts milk. meal. cheese. egg, etc. 

D) Able to cat 'li ita hic I,)od, liKe pasta macaroni etc. 

E) Ab le to cat three tillles (Illcal ) a da y 

1') Others spec it\ 
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· 4. 1.5 Do you th in k that thi s improvement o f consumption expenditure of your 

household is assoc iated (re lated) wi th a· f i ~e in in come f,:om bus iness financed by the 

loan ? 1 

A) Yes . B) No . 1, . 
1 I -

4. 1.6 I f you r household d ie t has not been improJ ed arter program part ic ipation? W hat 

are your maj o r reaso ns? I f 

A) ______________ __ 

B) ___ 

C). ______________ __ I 
4.2 Information about Access to Ed ucation 

4.2. 1 If you have chi ldre n of schoo l-goin g age, how many of th em have been attending 

schoo l before progra m participation? I 

4 .2.2 Did the numbe r of) J llI' children attend ing sch o~'1 after program pmticipation 

A) In creased 13 ) rema in ed constant cj Decreased 

4.2.3 If increascd. how? 

A) due to Inco me improvemcnt 

B) Access to new schoo l building 

C) In crease inthc awareness of holl seho ld toward s ed ucation 

0 ) Others (s pec i fy) ----

4.2.4 If decreased or remained constant, why? 

A) Lack o f inco mc for payment of schoo l tuiti on fee 

B). Lack o f access 10 edu cati on in area 

C) Lack of inlc resl 10 atte nd school 

0 ). others (spec i fy ) 

4.2.5 If th ere arc sc hoo l age child ren. and curreJ1l ly don't attend schoo l, w hat is the 

reason? 

A) They arc required 10 [ISSiS I in Ihe busin ess activiti es 

B) They arc required In assist in non - bu s il"1~ss acti vities 

C) Di sabl ed 

D) Don'l \\ " 1111 In IC:JrI1 

E) Ol hcrs (sl'ccil\ ) 
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4.3 Access to MCilica l Facilities and Expenditure 
. I . . l 
'4.3 :1 Did your fami ly and you have access to med ica l' fac iliti es before program 

P
· .. .I ? 
artlclpatlr' 

A) Yes ' . B). No ' . 11-1--- I II 1 
4.3.2 Ify1ur ~nswe r to Q. 4.3.1 is yes, who was the bearer of medical expend itu re? 

A) YO\lrsclr B) Other fa mil y members I 
C) Relati vfs D) Free medica l service user 

4.3.3. What IS the ave rage annual household medica l program 

participat ion? ____ _ __ Birr 

4.3.4 Do you think that you r access to medical fac ili ties has im proved after program 

pal't icipation? 

A) iYes B) No '- , 

' J ;' " I 4.35 (your answcr to Q 4.34 is ' yes', what is the main reason7 

A) Access te! money from the microfinance activities \ 

" /, 
.1 

B) Beller loca l treat ment __________ _ 

C) So ld household assets ________ _ 

D) Borrowed r,'om other sources. _______ _ 

E) Others '(speci fy) __________ _ 

4. Impact on poverty allcviation (s ubjective pove rty) 

4.1 Do yo u think you r poverty leve l is improved after the program partic ipat ion? 

A) yes _____ _ B) No ____ _ 

Questions for the focu s group discussion 

This study attcmpts to answer the follow ing key research quest ions: 

I. What is impact of the intervent ion on your employment and income? 

2. Is th e parlicipation in the lll icrofinance program increases you rs' entitlement to 

asset s: tan gible as well as intangible, through income Illcrease? 

3. Is ),Pll!" 60vcrty level fmp roved because of getling-microfinance services? 

Is th c Illcm hcr,hip in Mlc bui lds your soc ial capital? 

(MClll ht.: 1":-: 11 ip tn ( \)[ 11 1l1U1l i ty organ izat ions. elect ion to 0 ffice. partrc i pation 
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Interview Q uestions for the officials of ADCS [ 

Position ofthc rcspondcnt,ip \the MFI ______________ _ 

How do you mana"e your sustnability while serv ing the poorest? 
" - -

2. Do you th ink that the loa n is s /ficient for yo ur client to run the ir projects? . . 
I 

f 

- . ' . .1 j . , 
3. Do you th ink your In stituti on lave positive contribution for MF program 

c l ients',' I f yes I I 

I A ppendi x-A DCSI Perfo rmance indica or ra tio ca lculation 
._-

2006 ·,2007 2008 2009 20 10 

PORTF OLIO QUALIT Y 
\ I 

Portfolio a t Ba lan ce o f~ 11 ,943, 13,696, 16,946,728 19,059,L6 20,493,351 

risk ~oalls mi ssed at ' 18.4 :15 12 3 

least once I 

I 

Loans 119,43 ' /7 1,20 242,096, 12 3 17,654,3 409,867,028 

outstand ing 4184 6,398 I 87.29 .9 1 

Loan Loss Tala/ A 1101 vance 1,152,2 188,2 1 284,5 84 2,640,06 1. 4,675 ,077.0 
Reserve Provided 89 2 00 3 

Ralio 

II-EFFICIENCY 

Admin istrati ve Total Required 1,375,0 276,37 3 14,000 2,78 1,000 4,9 16,000 
Effic iency A ll owa nce 00 5 

-- -
;\ dill in istrat i ve 4,784,8 6,8 [0,8 -8,654 ,334 - -
Cos ts 93 65 10,937.29 13,408,95 1. 

( Direct & 6.50 30 

.Ind ircct 

,0st52/) --

-
Operat iona l 1\ \ cragc ( iross 11 7094 145320 20665 1259 27987525 3637607 13. 
Se lf~ I.nan PUrt ll1 1i o 657 29 1 .5 9.145 1 

suffi c ienc) , 
-
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-~ 

Intcrcst Income 10,408, 16,043, 24, I 00,522 29,730,28 41,65 1,828. 

,1 frolll Loans + 924 562 \ 3.2 8 

I 
; , 

Service Fees 

I I - -. 
I, -t FilinQ Fees + 

r! I f ines, - I . 
.. 
'I 1 -

I 

LoanlOfflcer Number at 89,000 1 12,219 I 107,954 -
!1cl{Fe 

productifY Borr(»)veI'S 96,000 128,7 11 

I 
I Number of 454 545 630 822 1019 

Accounl 
OUicers 

I Ill. SUSTAINABILITY I 
. 

r nanCial, lSelf- Operat in g 8,722,0 13,92 1 ; 

T78'«~ 
24, 100,80 36,0 11 ,022. 

I, Revenue 39 032 8 03 

S IfTiciencv , 

-
Financial 10,377, 2 1, 199, 11 , 123,249 15,67 1,60 23,267,775 . 

Ex pcnse + Loan 758 86 1 6 35 

Loss Prov ision 
-

J:xpcnse + 
Adjusted 

Expcnses 

Loan POItfolio Net Ol2erating 2,7 11,8 5,76 1,9 11 ,532,653 11 ,694,59 17,390,316. 

In come 93 64 6.75 22 

Pro fi tab ility 

-
/\ v~ ragc Nct 117,09 145,32 206,65 1,26 279,875,2 363,760,708 

MF Loan 4,657 0,29 1 0 54 

Portlo lio 

- .-
IV. OUTREAC H 

-
Growth Fnding No. 

-- .0-
89.000 96.000 11 2,2 59 107,954 128,711 

In 01 

Number A ll i\ c MI' 

Client s · 

of Act ive MF 

cI ients 
.. 

. -
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IInnlng 8q., 

',01' Active 

nt~ Cl ic ------, 

No. 

MF 

f-c-----,--,-------j 
Growth in lend -;;t MF 

Microfinance 
Il S b r 

standing -
. I . l 

Loan Portfolio 

Loa 
Out 
Beg 

LQL 
Innln ~ MF 
ns 

Oepth 

Outreach 

OUI_ stalldillJg 

inning MF Beg 
L9iL.. ns 
Outs tanding 

.' 
---

" of i,)/( 
1)1II,' 
To/( 

oj 

IJon 

I Loans , 
"landIng 

II 
I 

Nllmber 

/lclil'e 

"0 I! 'L'J's 

--- -

(lN I ) pcr capital 

83,000 

87,220, 

039 

114,75 

5, 130 

11 9,43 

4.184/8 

9,000 

104.66 

% 

89,000 96,000 11 2,259 107,954 

. \ 

5 1,772, 70,889,723 75,558,26 92,212,642 

214 6 I 
I I 

I I I 

119,43 171,206,39 242,096, I 317 ,654,387 

4,184 8 21 .29 

, 
., 

17 1,20 242,096, 12 3 17,61.4,3 40?,867,029 

6,398/9 I.' I 12.259 !7/ 10 t 95 1128,7 11 

6,000 , 

I 

95.6% 91.61 % 56.57% 43.6% 
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Appendix-3 Personal information o~ the respondents 

Sex of Ihe respondents ' 

Frequency Pcrcenl CUlllulative 

feilla le '18 60.0 60.0 

male 32 40.0 I 100.0 

Total 80 looq 

Age of the responden ts 
j 

Frequency Pe l~cellt Cumulati ve 

18-25 15 18 .~ 18.8 

26-35 29 36.J 55 .0 

36-50 27 33 .8 88.8 

above 50 9 " .3 100.0 

Total 80 100.0 

Marital status of tho res P
I 

ncl ents : 

Freq uency Percent Cumul ative 

single 27 

marri ed 37 
divorced 12 

wielo'xed ·1 

Total 80 

33 .8 

~6.3 

15.0 

5.0 

100.0 

33 .8 

80.0 

95.0 

100.0 

Educational status of Ihe ,·es Jl ondents 

Frequ ency Percent CUll1ulative 

illiterate 28 35.0 35.0 

grad e 1-·1 I I 13.8 48.8 

grade 5-X 15 18.8 67.5 

grade ()-I ~ I I 13.8 8 1.3 

above gr;!(.k' 12 15 18.8 100.0 

Towl 80 100.0 

, ' 
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