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Chapter One

1. Introduction

1.1 Background

Youth population increase from year to year all over the world. Today, world population counts
an estimated 1.2 billon people between the ages of 15t024, an increase of 17 percent compared to
1995, or 18 percent of the world population. About 87 percent of these young people live in
countries with developing economies. Whereas in Africa, 200millon people are in this age range
(UN 2007).This figure reflects the United Nations definition of youth; however, when the broad
definition used by Africa union used (encompassing all those aged 15 to 34 years). the number
escalates. These young people constitute a disproportionate large part of the world poor (WB
2008:9). The still very high fertility rate along with a demographic transition that is slowly
taking place in the region are likely to increase the pressure Africa countries face for job creation

over the coming decades (ADI 2008).

The large, and perhaps growing, number of unemployed youth is one of the most discouraging
problems faced by both developed and developing countries. On average and almost everywhere
for every one unemployed adult people among the population, two young person’s find
themselves without a job (ILO 2000:3). Youth unemployment and underemployment represent
growing concern worldwide. According to international labor organization estimates, youth in
2002 made 41% of the world’s unemployed, 88 million people in absolute terms. Young people

everywhere invariable have much higher rate of joblessness and much lower earning than old



workers (Guarcello and Rosate 2007:2)Because of limited vacancies in the job markets,
unemployment among youth in Africa was a very high 19.5 percent in 2005. Between 1995 and
2005, the number of unemployed youth in Africa rose by 34 percent of even greater concern is

that 27 per cent of youth neither in school nor at works (UN 2007:96).

The challenge of youth employment generally in Africa is large and in sub-Saharan Africa
particularly unemployment situation is reaching alarming proportion and the youth appears to be
bearing a disproportionate burden of problem (ILO 1998:6). Among Sub-Sahara Countries,
Ethiopia accounts for the largest youth population and lack of employment opportunities for
Ethiopian young people is among the critical developing challenges facing the country (Guarcello
and Rosati, 2007:2). Moreover, Ethiopian young people living in cities and towns are much more
likely to be unemployed than their rural counter parts, again underscoring the different nature of
the urban and rural economies, and in particular the important role that the agriculture sector
plays in absorbing young rural workers (Guarcello and Rosati 2007:17). The vouth in Ethiopia
make up over a third of the population in urban centers and that it bears the brunt of
unemployment problems makes a strong case for designing appropriate policy that tackles youth
unemployment and marginalization (Getinet 2003:5). With the frame work of potential efforts
and strategies to boost employment, job creation, and to alleviate poverty through provision of
sustainable financial and other related service microfinance is increasingly accepted (profile of
ADCSI 2000). Ethiopia has regulatory frame work that allow microfinance institutions to
mobilize saving starting from the day of their registration or after receiving their licenses from

National Bank of Ethiopia (Microfinance review 2008:8).



1.2 Statement of the Problem

Economic participation represents one of the most fundamental and rewarding ways in which
young people can become involved in their countries and make positive contribution to
development .Earning an income through an employment fosters an independency and is an
essential part of the responsible adulthood (UN, 2007:79). A country’s potential for development
is greatly influenced by young people who make up more than fifty percent of the population of
most member state of the Economic Commission for Africa (ECA, 2002:1).Youth labor force,
which is the sum of the employed youth and unemployed youth, growth will continue to be
concentrated in Sub-Saharan Africa, South East Asian and the Pacific, and in the Middle East and
North Africa Regions (ILO, 2006:3). These young people are among the world’s greatest assets.
They bring energy, talent, creativity to the economy and create foundation for future

development (Elder and Schmidt, 2006:1).

However in many countries, the degree to which youth can contribute to the developments of
their countries in particular and the continent in general is constrained by circumscribed life
chances, with the lack of employment opportunities being one of the major circumscriptions. The
world is facing a growing youth unemployment crisis. Latest International Labor Office data
indicate that of the world’s estimated 191 million unemployed people in 2004, about half or
nearly 86 million are aged between 15 and 24. In many economies, young people are more than

three times as likely as adult to be out of work (ILO, 2006:3).A generation without the hope of
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stable job 1s a burden for the whole society. In addition Poor employment in early stage of young

person’s career can harm job prospects for life (Haftendorn and salzano, 2003).

The labor force growing with an increasing proportion of youth, however; employment growth is
inadequate to absorb labor market entrants. As result. youth are especially affected by
unemployment. The inadequate employment situation has a number of socioeconomic, political
and moral consequence, unemployment and underemployment reflect the failure to make use of

an important factor for production, labor, for fostering economic growth (Berhanu et al. 2005:1)

The problem of unemployment in general and youth unemployment in particular is also the
challenge for Ethiopia. In order to address the problems Federal Democratic Republic of Ethiopia
establish different strategy among them microfinance institution is one which can help people by
giving small loan, saving and other services to become more secure economically. This. in turn,
has multiplier effect on people’s standard of living, enhancing basic house hold welfare, such as

food security, nutrition, shelter, sanitation, health and education services (Mulat, 2008:8).

All over the world different researchers focus on various aspects of youth unemployment and
microfinance such as: the study of Schoof (2006:5) focus to obtain a clear and more
comprehensive picture of concrete barriers and specific constraints that impede young people
from starting and running a business; Gonzo and Plather (2003: 6) focus on the psychological
burden, that youth unemployment carries for the individual and his or her family :Berhanu et
al(2005) study focus on characteristics and determinants of youth employment in developing
countries, specifically in Ethiopia. Furthermore studies conducted in Ethiopia primarily focus on

causes of unemployment , type of unemployment and constraint faced by microfinance
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beneficiaries , with little attention paid to the link between youth employment and microfinance
the resulting benefits and its role on employment opportunities(See Berhan 2005,
Amiro2003;Dagam 2007).The proposed study will attempt to generate empirical and qualitative

knowledge that will fill the gap in knowledge and therefore contribute to policy making process.

1.3 Objectives of the Study

The general objective of the study is to investigate the role of micro-finance in enhancing youth

employment opportunities in Addis Ababa;

1.3.1 Specific Objectives

1. To assess the previous employment status of the youth before they became beneficiaries
of microfinance loan;

2. To determine whether or not microfinance has made a significant difference on the
economic , social and living standard of the youth beneficiaries of ADCSI

3. To examine employment opportunities of the youth beneficiaries of ADCSI.

1.4 Methods of the Study

This study used both primary and secondary sources of data. Secondary data nceded for the study
was reviewed from sources such as profile ADCSI, CSA abstracts, books, articles, and theses. On
the other hand, primary data needed for the study was collected from clients of Addis Credit and
Saving Institutions, Kebeles' administration staffs, and knowledgeable individual from ADCSI

staffs. In the section below, research method used to generate primary data will be discussed.

o



1.4.1 Survey

A survey involves asking individuals questions about their opinion, belicfs, attitudes or behaviors
with regard to a given topic. Individuals are selected to take part in survey because they share

certain characteristics and form some kind of population (Hancock, 2002:8).

Survey Design

A survey with an approximating longitudinal design was used in the study in order to generate
quantitative data. This study design involves the use of mechanism which helps to deal with
change over time to improve the cross sectional design. This allows the collection of data at one
point in time from a sample selected to describe some large population at that time (Babbie,
1990:56). The choice of the particular design was decided by the nature of the rescarch objectives
which attempt to examine the different benefits of microfinance loan to youth which involves

memorizing aspects of life which happed a long time ago before and after loan.

Sampling Design
The sampling design used in this study was purposive sampling. The rescarcher purposively
selected YEKA —Sub City, Kebeles in the Sub-City and individual clients with in the selected
Kebeles for the study.
YEKA Sub-City was selected for the study because of the following reasons;

a) Itisthe second Sub-City in terms of population number relative to other Sub-City

b) Itis the place where ADCSI started giving the service

¢) Itis ranked first in terms of client’s population.

d) Itis also the first Sub City in mobilizing clients.

6



¢) Itis also the first Sub City in accomplishing the yearly plan and giving service to
clients above the plan given by head office
Whereas the kebeles in the Sub-City selected purposively because
a) Largest number of youth clients found in those kebeles according to key informants
in the YEKA Sub-City
b) Credit officers who work for more than two years and able to help the rescarcher to
identify youth clients from non-clients youth population found in the sclected kebeles
but in the other kebeles of the YEKA Sbu-City credit officer were new for the kebeles in
which they work
c) The kebeles were winner in their accomplishing yearly plan for repeated years
The individuals were selected purposively because of the following reasons
a) The research focus on the young people who were beneficiaries of ADCSI and to
specifically identify them from other age group

b) In order to get youth clients who used the services of ADCSI for two years and above

The study was carried out in four kebeles namely kebele 13/14, and kebele 16/ 17 from mid
February to the end of April 2009.To get addresses of the clients of ADCSI in four Kebeles, the
researcher took help from credit officers who worked for more than two years in branches of

ADCSI that are found in kebeles where the study was carried out.

The total size of the sample was 117 which were selected based on the proportion of number of
clients in kebeles: four percent out of 1800 active clients from kebele 16/17 and three percent out
of 1500 active clients from kebeles13/14. However, during data collection, there were eight

respondents who did not answer the questionnaires.
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Different number of clients was sampled proportionally based on total number of clients in

kebeles as the following table shows.

Table 1-1: Number of Respondents by kebele

Kebele Number of respondents = Percent
Kebele 13 25 22.9
Kebelel4 20 18.3
Kebele 16 30 27.5
Kebele 17 34 31.2
Total 109 100.0

From the above table it is possible to observe that majority of the respondents (31.2%) are from
kebele 17. This is followed by kebele 16 which constitute 27.5 percent of the total number of
respondents. On the other hand kebele 13 has the third position in terms of number of clients
(22.9%). And small number of respondents in the sample found in kebele 14 making up 18.3

percent.

Survey Instrument

Questionnaire was administered to the clients of ADCSI in the study. Several different types of
questions were used such as close-ended questions which seek a limited response from
respondents, on the other hand, open-ended questions which allow respondents to answer freely
in their own words. And they were used when a more extensive response 1s being sought

(Hancock, 2002:10).



Data Analysis

To analyze the data which were obtained from the sample survey, SPSS and different statistical
techniques were used. For analyzing univariate variable, for example, the average income of
individual clients’ basic descriptive statistics were used appropriately in relation to various
statistical requirements such as level of measurement and characteristics of variables in hand. In
descriptive statistics, the commonly used technique for presenting rescarch results are
percentage, frequency table, histogram, percentage change, bar graph, chart and graph. On the
other hand, for analyzing the association between bivariate variables, various statistical tools
were used like cross tabulation, chi square tests, phi value, and Cramer’s V. The criteria to
choose among these stoical instruments were the level of measurements and their ability to
answer questions like “is there any relationship between two variables”” And “how strong is the

relationship between two the variables?”

1.4.2 Interview with Key Informants

Key informants interview were conducted with knowledgeable individuals including staff of
Addis Credit and Saving Institution, and Keble administration staffs in order to collect qualitative
data. The issues raised were general information about the institutions history. information about
clients and history about the kebele in which the study was carried out. Key informants interview
was used since these topics need a great depth of response per individual i1s desirable as with

knowledgeable respondents.
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In addition case study was used in the study which is in depth investigation of single or small
number of unit .In this research, to investigate the role of microfinance institution in changing the
life of the youth, case studies were conducted with purposively selected six youths from each

kebele proportional to the size of number of clients.

1.5 Significance of the Study

The current population trend indicates that in developing countries above 50% of the population
are under the age of 25.These young people considered as agent of development. And
development is a multi- dimensional concept which includes social and economic aspects of life.
For these reasons, the selection of this research topic is attributed to the pivotal role young people
play in social and economic development of the country. Moreover, the finding of this study will

have various implications for policy formulation on youth beneficiaries of microfinance.

1.6 Limitation of the Study

Conducting the research suffered from many factors which slowed down the peace of its progress
or affect the validity of its findings. Similarly this research work passed through some difficulties
such as key informants in ADCSI were not easily available to give information according to the
time table of this thesis. This in turn slows the data collection period. In addition, since credit
officers of ADCSI in each kebeles changed from one kebele to another for different reasons, it
created a great problem to get the staff who could inform addresses of cliecnts who joined the

service of ADCSI before two years and above. Besides, most of clients were not available in their
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home and work place at the time of data collection. This resulted in extended the data collection
deadline. Moreover, the area of kotebe was very wide, has difficult ups and downs, and the
respondents were geographically dispersed in all kebeles. These all together slowed the data
collection process. Even if these factors retarded the progress of the study, the rescarcher tried his

best to tackle the problems using various strategies and completed the research.

1.7 Organization of the Thesis

The thesis was organized in to seven chapters. The first chapter introduces the back ground of the
study, statement of the problem, objectives of the study, methods of the study, significance of the
study and limitation of the study. In addition in this chapter definitions and key concepts were
also discussed. The second chapter provides reviews of related literature in the context of
microfinance including history of microfinance, the spread of microfinance in global context,
characteristics of microfinance, methodology of microfinance, Graminee model, microfinance is
not just money, criticism of microfinance, micro finance in Ethiopia and objective of ADCSL It
also provides reviewed literatures directly related to youth context like why youth employment 1S
key issue, cost of unemployment , cause of unemployment, youth insccure financial condition
and their behavior, and socio-cultural factors affecting youth and start up business. In addition,
youth policy in Ethiopia and the need for employment creation are reviewed i this chapter.
Chapter three is the core of this thesis that overviewed conceptual frame work and theoretical
model. It provides empirical review of youth. Chapter four presents description of the study area
and history of ADCSI. In chapter five, statistical methodology applied to this thesis™ 1s
discussed. This chapter gives the overview about the type of statistical ideas that were

implemented to analyze information from the interviewees. The rescarcher tried to present the
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views of clients of ADCSI through the empirical findings on the role of microfinance on

employment opportunities, economic benefits, social benefits and their living standards through

tables and diagrams. Chapter six presents and analyzes qualitative data and the final chapter 1s

about summary and conclusion.

o

1.8 Conceptualization and Operationalization of Core Variables

Definition of Core Concepts

Microfinance is an economic development approach that involves providing financial
service through institution, to low-income clients, where the market fails to provide
appropriate services. The services provided by microfinance institutions include credit,
saving and insurance services (Arifujjaman and Anisur, 2007:5).

Micro credit emphasizes the provision of credit services to low income clients, usually in
the form of small loan for micro enterprise and income generating activities (Bakhtiari,
2006:2). Moreover, Micro credit is a component of microfinance and is the extension of
small loans to entrepreneurs, who are too poor to qualify for traditional bank loan.
Especially in developing countries micro-credit enable poor people to engage in self
employment projects that generate income, thus allowing them to improve the standard of
living for themselves and their families (Wrenn, 2005:1).

Internationally there is no generalized definition of the term™ youth™ Each country has
established its own definition of youth based on different cultural, social and economic
influences and background (Schoof, 2006:1). In Mozambique for example youth 1s

defined as the 14-35 age group and in Nigeria, youth are defined as the 6-30 age group




and in Australia ,it is12-25age group (ECA ,2002:1). Whereas in South Africa, a young
man or young woman can legally consent to sexual intercourse at the age of 16, can
obtain a driver’s license at the age of 17, can vote at the age of 18 but can only own land
at the age of 21. Youth as economic agent is defined as starting at age 15, according to
ILO convention number 138 (Curtain, 2000:5). The standard, united nation definition is
that youth refers to the 15t024 age group. In developed countries the lower age limit tend
to coincide with the legal school leaving age but no particular justification for the upper
age limit. On the other hand, in developing countries there is wide variation in the
definition of the youth (Getient, 2003: 2). Ethiopia define the youth as all those aged 15 to
29 (FDRE youth policy, 2004:1). For the purpose of the empirical analysis which will be
carried out in this study 15 to 29 age group will be regarded as youth. This definition
coincides with the recent Federal Democratic Republic of Ethiopia youth policy definition
(UN, 2007: 80).

A microfinance institution is an organization, engaged in extending micro credit loans and
other financial services to poor borrowers for income generation and sclf employment
activates. A microfinance institutions is usually not part of the formal banking industry or
government (Arifujjaman and Anisur, 2007: 6)

Addis credit and saving institutions S.C. (ADCSI) is a microfinance mstitution which
operates within the boundaries of Addis Ababa city administration. The mission of the
institution is to promote micro and small enterprise to alleviate poverty and
unemployment prevailing in the Addis Ababa city administration territory through
provision of sustainable financial and other related service (Profile of ADCSL 2001: 1),
Employed persons are (a) all those who did any w ork at all as paid employces. worked in

their own businesses, profession or on their own farm, or who worked 13 hours or more
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as unpaid workers in a family operated enterprise, and(b)all those who did not work but
has jobs or business from which they were temporarily absent due to illness. bad weather,
vacation, child-care problems , labor dispute or personal reasons, whether or not they
were paid by their employee for the time off and whether or not they were sceking other
Jobs (United States Department Labor, 2008:3)

7. Unemployed person is a person who fulfills any or all of the following criteria: without
work, currently for work, or seeking work by taking necessary steps to seck paid
employment such as applying for jobs or registering with an agency (Guarcello and
Rosati, 2007:11).

8. Underemployed person within the employed population, a group of underemployed
persons can be differentiated for further analysis (Liu and Wu, 1999:11) A person 1s
classified as underemployed if the total number of hours worked during the week 1s less
than 30. With regard to Ethiopia and Tanzania, a person is classified as underemployed if
in addition he or she is available for more work (World Bank, 2008/09:0)

9. An inactive person is a person who is neither in the labor force (employed or

unemployed) nor in education (Guarcello and Rosati, 2007:11)

B. Operationalization of Core Variables

The key variables of the study operationalized in the table below. While the first column on the
left list out the key concepts in the study and the column in the middle and to the right show how

each concept transformed in to variable that is measured through one or more indicators.




Table 1.1-2: Operationalization of Core Variables

Concepts

Variables

Indicator(s)

Employment status

Employment status of
respondents before loan

Types of employment status of
respondents before they became
beneficiaries of microfinance(ordinal)

Status of Beneficiaries of
ADCSI

Duration of membership

S o
Duration of membership of ;’
respondents in ADCSI in years(scale) |

Amount of first loan from
ADCSI

The amount of startup loan from ‘
ADCSI in birr(ordinal) 1‘

Economic benefits ADCSI

Sources of respondents income

Type of sources of respondents

|
|
income before and after becoming |
beneficiaries of ADCSI(ordinal)

Trend of respondents’ income

- Trend of respondents income after |
becoming beneficiaries of |
ADCSI(ordinal) ‘

- Reasons for changing trend of
income after loan(ordinal)

N

Current income of respondents

Current average monthly net income |
of respondents in birr(ordinal) 1
»

= e )




Social benefits of respondents
after becoming beneficiaries
of ADCSI

Educational status of
respondents

- Trend of respondents educational
status after becoming beneficiaries of
ADCSI(ordinal)

~ . 5 |
- Reasons for changing educational |
status of after loan(nominal)

- Average educational expense of
respondents in birr per year(scale) l

Health facilities of respondents

- Whether respondents access to
health facilities before and after
becoming beneficiaries of ADCSI

- Sources of money for covering
health cost of the respondents.

Respondent’s participation in

the community

- Whether respondents participate in
the community associations or
not(Nominal)

- Types of associations in which
respondents participate(Nominal)

Living standard of
respondents

Ownership of dwelling,

Types of respondents™ ownership of
dwelling before and after
loan(ordinal)

Numher af raoam resnandente

Number of rooms in the

dwelling

Number of room respondents

l
: i i \
dwelling have before and after |
loan(scale) "
|
|
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Type of materials for
constructing household

Types of roofing matenials
respondents’ dwelling constructed
with before and after loan(ordinal)

— - = ===

Type of material respondents’
dwelling wall constructed with bctore ‘
and after loan (ordinal)

Access to basic facilities

Access to basic facilities in the
dwelling of the respondents

- Whether electricity connection is
available or not for respondents
dwelling after and before
loan(ordinal)

- Type of primarily used cooking
facilities material before and after
loan(ordinal)

- Type of sources drinking water
before and after loan(ordinal)

- Type of toilet facilities respondents
use before and after loan(ordinal)

- Type of bathing facilitics
respondents use before and after
loan(ordinal)

Consumption of food

- Number of time respondents cat
food per day before and after
loan(scale)
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Employment opportunities

Saving status of respondents

- whether respondents save or not
before and after beneficiaries of
ADCSI (Nominal)

Opening new business

— e
- Whether respondents open new
business or not after becoming
beneficiaries of ADCSI (Nominal)

- Type of business in which
respondents after loan(Nominal)

Sources of capital

- Respondents business sources of
capital after becoming beneficiaries
of (Nominal)

Employee

- Whether respondents hired labor in
their business or not (Nominal)

- Number of employee in the business
of respondents

- Trend of hired labor in the business
of respondents (ordinal)

Family labor

- Whether respondents used family
labor in the business or not(nominal

- Number of family labor in the
business (Nominal)




Chapter Two

2. The Rational Behind Microfinance and Its Context in Addis

Ababa

2.1 Rational Behind Microfinance in Development Approach

Micro finance arose in the1980s in response to doubts and research findings about state delivery
of subsidized credit to poor farmer. Beginning in the mid 1980s, the subsidized. targeted credit
model supported by many donors was the.object of steady criticism because most programs
accumulated large loan losses and required frequent recapitalization to continue operating. It
became more and more evident that market based solution was required which leads to_a new
approach that considers microfinance as an integral part of the overall financial system

(LedgerWood, 1999:2).

In Latin America and south Asia, the microfinance has grown out of experiments, but the best-
known start was in Bangladesh in 1976, following a widespread famine and hard tough war of
liberation in 1976 (Agion et al 2003, cited in Arifujjaman and anisur, 2006:2). It’s origin can be
traced back to 1976, when microfinance was introduced by noble prize winner Dr. Mohammed
Yonus of Bangladesh. He establishes the Grammeen Bank and introduced “Grammeen Modeal”.
which is now considered as one of the most successful models in the micro finance industry. The
Grammeen Bank finds the economic active poor, who are excluded from financial services. The
Grammeen bank so emphasis on mobilization saving and it is an institution that provides small

loan to the poor (Arifujjaman and Anisur, 2007:25)



Before Dr. Yunus, the poor were not allowed access to credit and loan due to the widespread
belief that the poor could not repay loans. Dr. Yunus project, Grameen Bank, began with loans
of less than $50 to poor basket weaver in Bangladesh. In the past 30 years Grameen has grown to
over 3.7 million borrowers worldwide with a 98% repayment rate, higher than any commercial
bank (Swope, 2005:6-7). The importance of microfinance in the field of development was
reinforced with the launch of the micro credit summit in 1997. The summit aims to reach 175
million of the world’s poorest families with credit for the self employed and other financial and

business services, by the end of 2005(Micro credit summit 2005, cited in Wrenn, 2005:2:3)

Microfinance gives access to financial and non-financial service to low income people, who wish
to access money for starting or developing an income generating activity. The individual loan
and savings of the poor clients are small. Microfinance came into being from the appreciation
that micro-entrepreneurs and some poorer clients can be bankable, that is, they can repay. both
principal and interest, on time and they also make savings, provided financial scrvices are

tailored to their financial needs.

2.2 Microfinance Context in Addis Ababa

2.2.1 Youth Policy in Ethiopia

According to 1LO(2006:47) the youth who are found in Africa has had different empirical value
which differ from the adult population and explain the general situation of the young people such
as: ration of youth to adult unemployment rate:3.0(this figure shows youth are nearly three times

more likely to be unemployed than adults); in addition three in five of the total unemployed are

20



young: increase in number of unemployed youth between 1995-2005 which is 34 2 percent in sub
Saharan Africa (from 13.0 to 17.4 million): unemployment rate of sub Saharan Africa i1s ranked
thirdly from the world which is 18.1 percent and working poverty among youth is the most
alarming for sub Saharan Africa the only region that has seen sharp and continuous increase of
the total number of youth working poor at the US one dollar a day level. And government found

in ECA countries had taken different measure in order to address the problem.

Key policy in Ethiopia are also directly related to youth employment, including the national
youth policy, lab our law, educational policy and HIV /AIDS policy. The policies governing
Micro and Small enterprise are also highly relevant (WB, 2007:54).In 2004, specifically Ministry
of Youth and Sport in Ethiopia for the first time designed a national policy that specifically deals
with youth issues. The policy acknowledges the disproportionate representation of youth and
particularly the position of disadvantage youth. The youth policy also acknowledges the role of
the informal economy in providing employment in the country. Generally the policy envisages
the creation of an encouraging environment for the youth to play an entreprencurial role rather

than wait for employment in other sectors (FDRE youth policy, 2004:1:3)

Microfinance in Ethiopia is in its infant stage. Based on data of 2006, the industry’s outstanding
loan to GDP was 1.7 percent and its share to loan and advances of lending banks and MFI was
1.6 percent mobilize client saving by microfinance institutions has reached 3.6 percent of gross
national saving (Befekadu, 2007:15).As at the end of 2007, twenty scven microfinance
institutions operate in the country, obtaining license from National bank of Ethiopia. Most of the

microfinance institutions operate both in rural and urban areas. (Befekadu, 2007:15)



2.2.2  Addis Credit and Saving Institution

Urban young people in all regions in Ethiopia are 3, 699, 335, of which the highest number is
found in Oromia urban region which is above one million. Addis Ababa administration followed
Oromia region in number of urban young people (that is 891,940). The third largest urban young
people found in Amhara region. On the other hand the lowest number of urban youth found in

Gambella region (CSA, 2006).

In relation to unemployment according to CSA (2006:91) the highest number of unemployed
population has been recorded in Addis Ababa which is 323,256 from this youth counts 211,752
which show the largest proportion when compared to other age group. The second largest
number of urban unemployed people is registered in Oromia region. Whereas, the smallest
number of unemployed population is registered in Gambella region (CSA. 2000). Furthermore
youth Unemployment rate distribution by region indicates that the percentage of uncmployment
rate is highest in Dire Dawa and followed by Addis Ababa. Similarly, for 2004 and 2005 the
highest unemployment rate had been recorded in Dire Dawa. In recent employment
unemployment survey (April 2006), the highest unemployment rate, which 1s 28.0 percent 1s

registered for Addis Ababa town (CSA, 2000).

This range or continuum constitutes the demand side for micro finance service in Addis Ababa to
solve the problem of unemployment and poverty. And in order to achieve these objective Addis
Ababa Administration with cooperation of other share holder started giving the service of

microfinance in the boundary of Addis Ababa through ADCSI.

o
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According to Addis Credit and Saving Institution S.C profile, (2000:1), its six development
objectives are:
I. Provision of credit and saving services to as many active poor as possible.
2. Enhance the development of micro and small enterprises that all entreprencurial activities
with scale of micro and small should be given access to financial services
3. Give priority to women and those trained in vocational and technical college in the
provision of financial services.
4. Enhance the culture of saving
5. Create long term self employment in income generation activities.

6. Assure financial and operational self sufficiency of the institution.

o
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Chapter Three

3. Conceptual Framework of the Study

3.1 The Social Impact of Microfinance

By providing small loans and saving facilities to people who are excluded from commercial
financial services, microfinance has become a strategy for reducing poverty. Access to credit
and deposit services is a way to provide poor women and men with opportunitics to take an
active role in their respective economies through entrepreneurship and building income,

bargaining power and social empowerment(Seep Network, 2006:2).

A number of studies have demonstrated that household that has access to microfinance spend
more on education than non client households. In addition households of microfinance chients
appear to have a better nutrition, a better health practices and health outcomes than comparable
non-clients households. Large and more stable income generally lead to better nutrition, living
condition and preventive health care. Increased earning and financial management options also
allow clients to treat health problems promptly rather than waiting for conditions to deteriorate.
(Mwaniki, 2006:18). Furthermore, by providing poor families with relative in expensive credit
and convenient saving services that effectively help the family have enough cashes through the
year to reduce the impact of the annual hungry season; major expense, such as school fees or
wedding, and/or the devastating of major economic shocks due to family iliness, death of bread

winner, loss of livestock or a crop or natural disaster (Dunford, 2006:1).



Generally according to ILO (2002:1) publication Socio-economic benefits of micro finance are
three fold: Job creation: credit, equity, leasing, payment and guarantee products facilitate small
investment 1n fixed assets and working capital by micro and small enterprise; Poverty reduction:
Saving, emergency loans, and insurance products stabilize income levels and reduce vulnerability
of people living near the subsistence level; Empowerment: group formation and other delivery

technique in microfinance develop a sense of responsibility strengthen social capital. empower

the poor, especially women.

Access to credit and saving services for the poor part of the society will lead to job creation and
has multidimensional use as discussed above .On the other hand unemployment entails some cost
to the unemployed person, to the family of unemployed and the society and large. To begin with,
the unemployed would bear the cost of earning that would have come through employment of
some source. In addition from the view point of society, youth unemployment mecans loss of an
important component of human capital and forgone output that the youth have produced.
Unemployment represents loss of potential output. The more the number of unemployed in a
society, the higher will be such a loss be. (Getint, 2003:10). Besides, barriers to employment can
block young people in the passage from adolescence to adulthood, which mvolves setting up
household and forming a family. There is some connection between youth joblessness and
problems such as drug abuse, petty crime and single parent family. Further high levels of youth
unemployment may at an aggregate level, lead to alienation from society and from democratic

political process which may give rise to social unrest (ILO, 2000:7).



3.2 Microfinance and Household Income

The asset acquisition over time exercise found that financial services may have contributed to
higher household income (Enterprising solutions global consulting, LLC, 2003:10). There 1s over
whelming evidence to demonstrate that families that participate in micro finance program enjoy
an increase in household income (Murdoch and Haley, 2002:5). In relation to this possible
evidence of the impact of microfinance institution on house hold expenditure can be seen from
upward trend in spending on house hold goods and education. In addition to higher incomes
participants attributed part of increased spending to an improved saving culture (Enterprising
solution global consulting, LLC, 2003:11). Moreover according to Remenyr and Quinones
(2000:8), who conducted a case study in Asia and the pacific conclude that: housc holed income
of families with access to credit is significantly higher than for comparable houscholds without

access to credit.

3.3 Microfinance and Employment

Young people are assets that no country can afford to squander. They have encrey, skills and
aspirations that are essential for the development and prosperity of our societies. It is. therefore,
critical to foster economic and social condition that help youth in their employment and
development efforts and enable them to realize their productive potential and their contribution as

agents of change (ILO, 2005:15).

As the global youth population increase, with the largest growth in developing countries, the
questions of employment for the group became increasingly important (Yocp, 2007:1). One way
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to increase youth employment is using the strategy that has received increasing attention recently
in the field of development is microfinance. In Sub-Saharan Africa countries the economy
consists of three major sectors: the formal, informal and agricultural sectors.  The labor
absorption of formal wage employment in Sub-Saharan Africa is very limited. The informal
sector, by contrast, shows a remarkable dynamism and a considerable capacity to absorb and train
large numbers of young urban dwellers. Even though, the agricultural sector remains the
mainstay of most sub-Saharan African economies, the demographic explosion and fractional land

tenure system tend to create a land pressure which is already being felt by the youth in many

countries (ILO, 2000:5).

Moreover for society, youth employment promotes social integration, intergenerational dialogue,
citizenship and solidarity. Therefore, Creating and fulfilling income generation job opportunities
for young people can have direct positive consequences for poverty alleviation.  Youth
employment thus benefits social development. It also benefit economic development by
facilitating the entry of young skilled people in to productive sectors of an cconomy. and
enabling the economy to sustain or increase its productivity and competitiveness in the global

market place(Commission for Social Development, 2007:1).

Microfinance is the provision of financial services to the poor on sustainable basis. Access to
financial services protects and empowers the poor by giving them choices (ILO, 2002:2). In
addition Microfinance contributes to employment and income stabilization; 1t mitigates risk and
help to cope with vulnerability. Microfinance institutions that provide emergency loans,
accessible and safe saving and insurance to client near poverty line help stabilize the income-

generating activity of an enterprise household. By contrast, microfinance institutions that cater
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primarily to micro and small enterprise with incomes above the poverty line induce wag
employment either vial the substitution of unpaid by paid family labor or by regular wage carners

(ILO, 2002:5)

Employment is key to the attainment of the millennium development goals, without access to
productive employment and decent work poverty will not be halved by 2015(Balkcholk. 1998:2).
Anecdotal evidence suggests that microfinance has an effect primarily on self-employment and
unpaid family labor, in other word on incomes of the direct client of the microfinance
institutions, less on wage employment outside the client family (Balkenhol, 1998:4). According
to different studies micro credit programmed seen to reduce wage-employment and income, by
raise self employment and corresponding income for programmed-participation houscholds (Bali,

2004:15).

Generally Microfinance makes powerful contribution to decent work n variety of ways:
integrating financial and social policy; creating condition for wage and sclf-cmployment;
reducing vulnerability; promoting gender equality and empowering the poor (ILO. 2005:4). For
every young person, a job offering decent work is an important step in completing the transition
to adulthood, a milestone toward independence and self reliance. In addition for young people
living in poverty and in other disadvantage situations, employment is @ main means of attaining a
better life .Moreover for more fortune youth, prospective employment influences their choice of
education and training, and increasingly, their choice of education and training, and increasingly,
their decision regarding marriage, kinship and cohabitation (Commission for Social
Development, 2007:2). The emphasis on microfinance in this century is such that the global

conscience believe that if unemployment is reduced, the world would be a better place as there
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would be a reduction in poverty, an improved living condition, increased productivity and an

overall resultant effects of on enhanced economic performance(Rufus, 2008:103)

On the contrary, unemployment in early life may permanently impair young people’s future
employability, as pattern of behavior and attitudes established at an early stage tend to persist in
life. Their exclusion from gaining work experience and lack of access to continuing training also
increases their latter difficulties to find jobs. Besides, the exclusion of young pcople from
productive role in the adult world of work can demoralize them and undermine social cohesion.
Communities with high levels of youth unemployment are at greater risk of crime, drug abuse

and vandalism (UN, 2007:7).

3.4 Microfinance and Saving

According to Rutherford(1999, cited in Mwaniki, 2006:16) access to more and better way of
turning savings in to lump sums helps poor people from sliding deeper in to poverty and helps

them lay foundation for their ambitions to better themselves and their familics.

Different studies have indicated that the poor save to and accumulate some lump sum for
emergencies, consumption smoothing, other needs and events and daily expenditure (Mwaniki,

2006:16).

Deposit service provide safe places for individual to save with interest .Assumption are often
made about how poor people manage their money and it 1s forgotten that poor pcople also
protect themselves against risk and emergencies (Murray and Boros, 2002:20).Furthermore it

secure women’s money ,protecting it from their husbands when necessary . reducing wasteful
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consumption and instilling financial discipline .Through all these means saving not only give
women a sense of security and hope ,but can also provide them with grater self-esteem .give them
greater voice within their families and greater recognition and status both within and beyond

their household(Fisher and Sraram, 2002:53).

Figure 3.1: Conceptual Framework Economic benefits

e Income |

Social benefits

e Access to health service

e Access to educational
service

e Social empowerment

e Living standard

‘ . e  Dwelling
Youth access to credit and saving

E e Consumption of goods

and services

Employment opportunity
e Saving
e  Sources of Capital

e Business opportunities

e Hired and famuly labor

From reviewed literature the above conceptual framework was developed for this particular
research.
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Chapter Four
4. Description of the Study Area and ADCSI

Now a day the capital city Addis Ababa is divided in to ten -Sub City and cighty-cight kebeles
based on geographical characteristics. And this chapter deals with the history of keheles in which
the study was carried out, history of Addis Credit and Saving Institution, service delivery posts of

ADCSI in the study kebeles, and unique characteristics of each kebeles.

4.1 History of Addis Credit and Saving Institution

Addis credit and saving institution started giving service in 1988 m YEKA-Sub City and
ARADA-Sub City as pilot project by the name “small jobs creation project”™, which gradually
opened branches office in five zones. And the focus of “small jobs creation project”™ was mainly
on women and youth. During that time, the maximum amount of credit given to chents was 2,000
and the credit was given using solidarity lending methodology. Loan was not given individually
based on personal guarantee or collateral. Its share holders were, Addis Ababa City
Administration, Addis Ababa City women, Youth and Teachers association, karaalo Akababi
Hulegeb peasant’s cooperatives and one physical person. It continued as project up to 1992, But
during 1992, under proclamation 40/1988, the project developed in to microfinance institution
which is approved by Addis Ababa administration and licensed by National Bank of Ethiopia.
From that time on, the institution has been undertaking the function which 1s allowed for
microfinance institution .The name of the institution has also been changed from “Small Job
Creation Project” to “Addis Credit and Saving Institution”. The loan policy used by ADCSI from

the beginning up to1995 was group based only. But starting from the mid of 1995, change in

31




policies, procedure and methodology of the institution, it has started to provide individual loan on
personal guarantee and/or collateral base. In 1995, with decentralization Addis Ababa
administration ADCSI service delivery posts also decentralize .This decentralization of ADCSI
service delivery posts following the kebeles administration unit which are now 88 Due to this
decentralization ADCSI reaches its target groups through the ten branch offices established at
each Sub-City level and service delivery posts established in every kebeles .Currently the sources
of capital for the institution ADCSI are: its share holders, mobilization of saving service and by
working third party work (like paying pension). Before 1997, in each kebeles ADCSI has only
one loan officer who works in service delivery posts and there was only one cashier for cach zone
or Sub-City. However after 1997, ADCSI reorganized the structure of work environment such as
in each service delivery posts the institution employed one manager, one cashier and one credit
officer. This kind of working structure was first tried in YEKA-Sub City particularly m kebele
16/17 then is applied now in all kebeles. According to key informants the working structure of
ADCSI has the problem of work load on the credit officer because they work on the ficld and in
the office within the same day. From the beginning up to 1998, the maximum range of loan given

to the majority the clients was 2500-5000 birr. After 1998, it became 250,000.

4.2 General Background about YEKA-Sub City

The study was carried out in YEKA- Sub City, which is located in North cast part of the city of
Addis Ababa. It consisted of twenty kebeles at the beginning of this research which was around

October, but now it is merged to eleven kebeles. According to the recent survey of Central

(%)
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statistic Authority (2007:508), YEKA- Sub city has a total population of 346, 484 and i1s the

second largest sub city in terms of population number.

YEKA- Sub City is bounded by BOLE Sub-City, ARADA- Sub City and KIRKOS- Sub city.
The Sub-City is peculiar in having two open markets:”’shola market” which 1s found in kebele 13
and “North door market place” that is found in kebele 17, that attracts many people toward
YEKA-Sub City. In addition “small job creation project “started the experiment of pilot in the
Sub City and since the establishment of ADCSI the Sub City is considered as a model for other
Sub-Cities because in the Sub City: many model clients exist, majority of ADCSI clients found in
the Sub-City, it is also first in terms of repayment of loan by the clicnts, and majority of the

budget from ADCSI allocated to this Sub-City relatively from other Sub-City.

4.3 General Back Ground of the Study Kebeles

The study was carried out in four kebeles (kebele 13/14 and 16 /17), of YEKA-Sub City.13/14 are
located around “Shoal market” which is situated between English Embassy and Lamberet. When
we compare these two kebeles in terms of clients, majority of the clients arc found 1n
kebelel3.The reason for this, according to the credit officer in that kebele, is the existence of the
market place in which many people based their means livelihood. In kebele 13/14 ADCSI has an
office in which there is one credit officer, one cashier, and a manager working two days in keheles
13/14 and two days in kebeles 11/12. This creates problems for the credit officer to do loan
process as fast as clients want Before 1997, there was only one loan officer in kebheles 13/14 and

the clients’ number were 300. Currently coverage in kebeles 13/14 the client’s number reached
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1150. Generally the total number of clients to whom the service of ADCSI has been given in these
kebeles from the starting year up to now is 3050 including those who drop out using the service

for several reasons and those who continued to use the service through cycle.

According to Key informants, the poorest part of the society from the center of Addis Ababa
migrated to kebeles 16/17 in order to get cheap rent houses for living, to build illcgal houses and
to do urban agriculture .Since these kebeles were far from the center of largest open market in
Africa and in Ethiopia (“merkato”) which was forced the people to start open market around their
area. Moreover in relation to ADCSI these two kebeles have also special characteristics. Firstly
ADCSI started giving the service as pilot project in these kebeles and become successful.
Secondly in these kebeles the numbers of clients of ADCSI are greater than any kebeles in Addis
Ababa for this reason it is taken as a model as Sub-City and also as region. These reasons forced
the head office to make twice the number of credit officer who work in kebeles16/17. Besides the
budget allocated to these kebeles are largest than other kebeles in the Sub city and even in Addis
Ababa. Thirdly the branch that found in these kebeles are most of the time were the winner in
accomplishing the plan given by head office. Fourthly the kebeles are very wide geographically
when we compare with other kebeles which use the service of ADCSI. Fifthly the repayment of
clients is better than any other kebeles. The six one is, when the institution organized in the form
of micro finance the first model kebeles were 16 and 17.Finally the people who live in these

kebeles have more information about ADCSI than any other kebeles in Addis Ababa hence the

organization has worked for many years.
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Chapter Five

5. Research Result and Discussion

This section presents and discusses the finding of the sample survey. Quantitative data from
sample survey is analyzed using software called Statistical Packages for Social scicntists and
quantitative data from the SPSS analyzed qualitatively and quantitatively. This chapter includes
the respondents’ socio —demographic characteristics, previous employment status, general
background history in relation to ADCSI, economic benefits of microfinance, and social benefits
of microfinance, living standard of respondents’ and the role of ADCSI in creating employment

opportunities for youth clients.

5.1 Socio-demographic Characteristics of Respondents

Socio-demographic information of the respondents is used in different research as the back
ground of the research or as vital information for the body of the research (Massaw, 1999,
Zewede and Associate, 2002; Berhanu and et al, 2005 cited in Bezuhan. 2008:39) Similarly this
section has also tried to assess the respondents’ socio-demographic characteristics such as,
number of sample respondents by sex, age, marital status, ethnic composition, religion, and

educational status.

In this thesis, the variable age of respondents is used to differentiate youth chents from adult and

old clients of ADCSI since this research tries to examine the role of microfinance on employment
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opportunities of youth clients of ADCSI. Though the definition of the term youth 1s not universal,
the researcher used the definition used by Ethiopian government because the rescarch is carried
out in Ethiopia. However, ADCSI is giving services for people whose ages were cighteen and

above.

The majority of the respondents 49.5 percent are in the age range of 27-30, followed by the age
group of 24-26 which constitute 32.1 percent out of the total sample, 21-23 age group of
respondents constitute 14.7 percent and the rest 3.7 percent of the respondents found in the ages
range of 18-20. However, there are no youth clients in the sample younger than age 18: this is
because the usual lower cut point age for the respondents to become clients of ADCSI s 18.The

study does not included those beneficiaries whose age 1s above 30.

With regard to sex composition of respondents, the findings show that over one-half (55%) of the
total respondents of the sample are male and the remaining 45% are female. This shows that the
male are slightly greater than female. The composition of sex of the respondents in this survey 1s
different from the key informants’ reports of ADCSI who say a number of female clients are

greater than male.

o)

Besides, the ratio of male to female shows that for every female respondent there are 1.22 male

respondents in this sample survey.

As to the ethnicity composition, majority of the respondents (54.1%) belong to Amhara cthnic

group and followed by Oromo (19.3 %) and Gurage (13.8%). The Tegre ethnic group constitutes
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9.2 percent of the total sample. Agew and Seliti make up 0.9 percent each out of the total sample

in this research.

In relation to marital status according to (Curtain,2006) young people, when faced with uncertain
employment prospects and insecure financial conditions, are likely to postpone marriage or
forming stable personal relationship and/ or the begetting and accepting of responsibility for
children. More extreme social behavior in response to limited or nonexistent economic prospect
may include, as in the case of South Africa engaging in illegal activities such as drug trafficking,
violent crime, or as gong welfare (Curtain, 2000:6). As the table 5.1, below shows the
distribution youth clients of ADCSI in the sample in terms of marital status, the majority of the
respondents (56.0%) in the sample are unmarried. Married clients (37.6%) hold the second
position followed by divorced (5.5%) and widowed/er(.9%) youth respondents. Generally

majority of youth in the sample survey are unmarried.

Table 5-1: Frequency and Percentage Distribution of Respondents by Marital Status

Respondents marital status Frequency ~ Percent
Unmarried 61 56.0
Married 41 37.6
Divorced 6 5.5
Widowed/er 1 0.9
Total 109 100.0

Regarding the religious composition of respondents, the majority of the respondents are followers
of Orthodox religion (73.4%).While the second largest number of the respondents are follower of

Muslim religion (11.9%). On the other hand the protestant followers constitute 8.3 percent of the
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total sample. And Catholic and Jova witness religion followers form 4.6 “s. and 0.9%

respectively.

Furthermore with regard to educational status, (35.8%) of the respondents are between grades 10-
12, followed by those who are between grades 1-8 (27.5%). Those respondents who have college
diploma and degree constitute 22.0 percent out of the total sample The rest 11.0% and 2.8%

consists of those who can read and write and those who are illiterate respectively.

Table 5-2: Frequency and Percentage Distribution of Respondents by Educational Status

Respondents educational status Frequency - Percent
Illiterate 3 . 2.8
read and write 12 | 11.0
Grades 1-8 30 . 215
Grades 10 -12 39 | 35.8
college diploma and degree 24 22.0
Missing 1 ' 0.9
Total 109 100.0

5.2 Occupational Status of Youth Clients before Becoming
Beneficiaries of ADCSI

In this section previous occupational status of respondents, its association with gender and trend
of income after loan will be examined. Because this thesis tries to examine the role of ADCSI in
creating youth employment opportunities, the situation of youth employment status before
becoming beneficiaries of ADCSI is very important to observe the changing status of youth in

terms of employment after respondents started using the service of ADCSI.

38




The cross tabulation below shows that a number of female and male respondents who were

unemployed after leaving school before becoming beneficiaries of ADCSI were 32(29 4%4) from
the total sample. In the occupation of daily wage laborer male respondents are 13(21.7 percent of
all males) and 4(5.2 percent of all females) are daily wage laborer. While. the respondents
working on unpaid family businesses are only males that make up 0.9 percent of the total sample.
On the other hand 7.3 percent out of the total sample respondents are females who are house wife

and those respondents who are house maid in this sample survey are only female respondents

which constitute 0.9 percent of the total sample.

The cross tabulation table below also indicates that respondents who were students before they
started using the service of ADCSI constitute 12.8 percent out of the total sample. When we
disaggregate this data based on gender, male students are 12(20% of the total males) and
2(4.1%of the total females) are female students. The clients who were trader before becoming
beneficiaries of ADCSI constitute 29.4 percent of the total sample. The remaining 3.7 percent of

the total sample are government employed one.
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Table 5-3: Frequency and Percentage Distribution of Respondent’s Sex by Types of

Respondent’s Occupation before Joining ADCS]

- Types of respondents occupation before joining
~ADCSI

‘ Male
hj;lemployed after living school Count 16
Column % 26.7%
' Daily wage laborers Count 13
Column % 21.7%
Working on unpaid family business Count D
Column % ] ,"“:t,
Being house wife Count i
Column %
House maid Count
Column %
Student Count 12
Column % 20%
- Trader Count 18
| Column % 30%
Government employed Count
Column % -
Total Count

060

Column %

100%

Sex of respondents

female

8.2%
49

100%,

Total

0.9%

8

9%
14
12.8%

32

29.4%

Generally the above cross tabulation shows unemployed parts (which include unemployed after

leaving school, house wife, working on the unpaid family business and students) .daily wage

laborers and house maid constitute greater percentage (66.9%percent of the total sample) than

trader and government employed who constitute 32.8% of the total sample. When we

disaggregate data on the base of gender, the female are more unemployed which is 551 percent
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of the total sample female respondents and males are 48 4 percent of the total sample of the male

respondents.

[n addition, the relationship between occupational status of respondents before loan and their
trend of income after loan are clearly shown in the following table which can give as a high light

on the association between previous employment status of respondent and their trend of income.

Table 5-4: Frequency and Percentage Distribution of Sample of Respondents’ Previous

Employment Status by Their Trend of Income after Loan

Employment status of respondents before becoming beneficiaries of

Trend of
respondents microfinance
income after
becoming Unemployed House | Trader and
beneficiaries of and daily wage | maid and government
ADCSI laborer student = employed |
Decrease Count 3 0 3
Column 5.3% 0.0% 8.3%
Increase Count 48 14 ‘1 24
Column 84.2% 93.3% | 66.7%
!
No change | Count 6 1 9 ‘
Column 10.5% 6.7% | 25.0%
Total Count 57 15 36
Column 100.0% 10.0% | 100.0%

The above table (5.4) describes the association between the trend of respondents” mcome and
their employment status before loan. Whereas, for (93.3%) respondents whose previous

employment status were housemaid and students the trend of income increase and the rest 6.7%

Total

86
79.6%
16
14.8%
108

100.0%

Chi-square 6.506 (Ass.sig=.164) indicate no s'igniﬁcan‘t relationship
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trend of income did not show any change after loan, but there were no respondents whose trend
of income decrease after loan. In the group of daily wage laborer and unemployed majority
(84.2%) of the respondents trend’s of income increase after loan. Similarly majonty of the
respondents (66.7%) from the group of trader and government employed trend’s of income
increase. On the other hand the chi-square result is not significant which means the association

obtained from the sample could not be generalized to the population from which the sample was

taken.

Generally we can conclude for the above table (5.4), respondents from all types of employment
status who said their income increased after loan were more than the other two (respondents who
said their income trend is decreased and did not show any change) for specific sample in this
study not for the population from which the sample had taken since the chi-square value is not

significant.

5.3 ADCSI Beneficiaries” Duration of Membership and Amount of
the First Loan

As the study tries to examine the role of ADCSI on youth employment opportunities which can
be observed after respondents use the services for more than one year and above. For this reasons
assessing duration of beneficiaries” membership in ADCSI is important to observe the role of
ADCSI on the employment opportunities of young people. Besides the about of first loan had

taken by the respondents was assessed.



Table 5-5: Frequency and Percentage Distribution of Beneficiaries of ADCSI by Duration
of Membership in Years

The number of years eclapsed since respondent ﬁi’;equency ~ Percent
joined ADCSI for the first time
Two years 31 | 284
Three years 45 313
Four years 19 [ 174
Five years 8 | 73
Six years 4 |~ 3.7
Eight years 2 [ 18
Total 109 [ 1000

As the above table clearly shows respondents who joined the service of ADCSI before two years
is 28.4 percent, those respondents who joined the service before three years ago are majority in
terms of number in this study (41.3percent), while the respondents who started using the service
before four years is 17.4 percent and the remaining respondents joined the service before five,

six, eight years constitute 7.3, 3.7and 1.8 percent respectively.

Generally from the above table we can observe that the respondents who joined the service of
ADCSI three years ago and above together is (71.5%) this outnumbered those who joined using
the service before two years (28.4%). As the result it is possible to examine the role of ADCSI in
creating youth employment opportunities and the benefits gained from microfinance loan

According to the key informant’s interview of ADCSI employee, with regard to amount of first
loan, whose position is credit and loan expert, the maximum amount first loan up to the vear 1999

was 5,000 birr. Whereas the key informant from kebeles 16/17 said up to the year 1998 the
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maximum loan given was 5,000 birr and changed after that year. According to key informant of

ADCSI the amount loan also vary with the type of the business plan of the clients cven below the

maximum loan (5,000 birr).

Table 5-6: Frequency and Percentage Distribution of Respondents by the Amount of
Startup Loan Received from ADCSI

Amount of startup loan obtained from Frequency " Percent
ADCSI

1- 1500 I8 C165

1501-3000 | 60 | 550

3001-4500 i 9 | 174

4501-6000 12 | 110

Total 109 [ 100.0

The above table clearly shows that the majority (55.0%) of the respondents took their first loan in
the range of 1,501 to 3,000 birr which confirm the key informants’ of ADCSI imformation that up
to 1999 the maximum amount of loan was 5,000 birr. This indicates majority of client’s took
small amount of loan at the begging of using the service of ADCSI. The second position is held
by those clients who took the loan that ranges from 3,001 up to 4,500 birr (17.4%). Followed by,

the clients who took the loan which range between 1 up tol, 500 birr’s (16.5%).

Generally table (5.6) above clearly illustrates that majority of the respondents (71.5%) amount of
startup loan from ADCSI is 3,000 birr and below. The rest of respondents who took loan above

3,000 birr make up 28.4 percent out of the total sample.




5.4 Economic Benefits of the Services of ADCSI

Although the microfinance movement started in some developing countries, its scale of
application has become global because it has huge potential for changing economic dimension
(Murray and Boros, 2002:16). This part of the thesis examines the cconomic benefits of the
respondents obtained from the services of ADCSI. The credit by itself is economic element which
can be used for development, this is deeply related to rising income, and however. it is true that
other variables have also deep relation with development. All microfinance program targets one
thing in general: human development that is geared towards both the cconomic and social uplift

of the people they cater for (Harper, 2003 cited in Arifujjman and Anisur, 2007:33)

5.4.1  Major Sources of Respondents Income before and after Becoming
Beneficiaries of ADCSI
Economic benefits of microfinance loan for youth part of the population are dircctly related to
income of the respondents. Therefore examining the sources of income for the respondents before
and after becoming beneficiaries of ADCSI are important indicators on the role of microfinance

loan on the economic condition of young people after loan.




Table 5-7: Frequency and Percentage Distribution of Respondents by Sources of Income
Before and After Becoming Beneficiaries of ADCSI

' Sources of respondents

Sources of re;po»ndchts 7 Freq.
‘ Frequency | Percent Percent
Income before loan : income after loan |
Parents 37 33.9 Selfemployment |95 |87
Relatives 8 7.3 Working in cooperative 1T | 10.1
Self employment 23 50.5 Government cmpldycj 12 18
Government 5 4.6 Total 108 99
Husband 4 3.7 Missing 1 |09
Total 109 100.0 Total 109 100

Table 5.7 Shows 50.5 percent of the client’s source of income before loan was their own personal

businesses followed by respondents whose income source before becoming beneficiaries of

ADCSI were their parents (33.9percent). And the third position is held by respondents whose

source of income was their relatives (7.3%).While 4.6 percent of the respondents were

government employed and clients with their husband as the source of income constitute 3.7

percent before becoming beneficiaries of ADCSI.

Whereas the source of income for the clients after Joining ADCSI in comparisons with their

sources before joining the institution enable us to observe the change of clients source of income

by the credit and saving services.

Table 5.7 clearly shows that the major source of the respondent’s income after joining ADCSI is

self employment (87.2 percent out of total sample) when we compared to only 50.5 percent
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before they become beneficiaries. This comparison shows that the respondents after becoming
beneficiaries of ADCSI the trend of self employment increased that means the credit and saving
services crates for the respondent the opportunities of becoming self employed. Besides, those
working in cooperative constitute 10.1 percent of the total sample after becoming beneficiaries of

ADCSI also have their own job. Whereas those respondents who were government employed

before the loan (4.6%) were reduce after loan to (1.8%).

Generally the above table shows that 44.9 percent of the respondents did not have their own
income sources before loan (which includes those clients whose sources of money were parents,
relatives and husbands). On the other hand, after becoming beneficiaries of ADCSI the
respondents’ sources of income have greatly been changed that is almost all of the respondents
have their own sources of income after loan. Moreover, those youth whose income sources were
their parents, relatives and husbands before loan also create their own source of income after

loan.

5.4.2 The Trend of Respondents Income after Becoming Beneficiaries of ADCSI

According to different researches, access 10 credit and saving service is the way to build stable
income which has an influence on social aspects such as; education, empowerment and health
(Seep Network, 2006:2). In this part of the thesis the trend of respondent’s income afler using the
service of ADCSI and its association with martial status examine. Since marital status 1s

independent nominal variable and trend of income is dependent ordinal vanable the statically
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tools possible for these variables are cross tab. Chi-square can not be used for this combimnation of

variables

Table 5-8: Frequency and Percentage Distribution Marital Status of Respondents by Trend
of Income after Loan

‘Trend  of Marital status of respondents Total

respondents

income Unmarried | Married | Divorces | Widowed/er

after loan

Decrease Count 3 3 0 0o 6
Column% | 5.0% 73% 0% 0% $5.0%

Increase Count 48 31 6 1 ' 86
Column% | 80.0% 75.0% 100.0%  [100.0%  79.6%

No change Count 9 7 0 0 16
Column% | 15.0% 17.5% 0% 0% | 14.8%

Total Count 60 42 6 1 108
Column% | 100.0% 100.0% 100.0% 100.0% 100.0%

That the trend of income for most of the respondents increased (79.6% of the total sample) after
becoming beneficiaries of the service .Whereas, the second largest numbers of respondents
16(14.8 percent of the total sample) said their income have shown no change at all even after they
were becoming beneficiaries. On the other hand, the trend of income for 5.6 percent of the

respondents decreased after loan.

According to table (5.8), trend of income increase for all of respondents who were divorced and
widowed. We could say for majority of divorced and widowed/er respondents trend of income
increase after loan, even if their absolute number is small and followed by unmarried

respondents. Whereas majority of married respondents said their trend of income decrease and

had no change after loan
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Generally the trend of income for majority of the respondents increase after loan obtained from

ADCSI. Reasons for increasing the income of the clients are different The following part of the
thesis deals with the reasons the respondents gave for the increasing trend of their income

In order to know the specific role of ADCSI on the trend income of respondents’ reasons for
increasing income had examined. The first reason of respondents for increasing their income 1s
expanding existing enterprise by the loan from ADCSI (27.5 percent of the total population). The
second reason also related to the service of ADCSI; that is starting new business (19.3%) by the
credit provided by ADCSI. Those clients whose income increased as the result of closeness of
their business to market place constitute (18.3%).Whereas youth who got job by using the credit
for educational purpose is14.7%. On the other hand those respondents whose income decreased

and not changed are categorized under not applicable. Generally majority number respondents

reasons for increasing trend of income were related to business activities. (Annex 7. table AS).

5.5 Social Benefits of Credit and Saving Service

This part of the thesis focuses on the social benefits of the service given by ADCSI The core of
microfinance program goes beyond mere access and distribution of money utilized and invested
by low income individual. It helps in fostering and developing a micro, community based
environment where existing networks and information, skill and vocational development,
leadership training, trust building, small enterprise management, education and health (United
Nation Environmental Program, 2003: 5-9). Besides a number of studics in different part of the

world confirmed household that has access to microfinance spend more on education than non
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client households.  Furthermore houscholds of microfinance clients appear 10 have a better

nutrition, a better health practices and health outcomes than comparable non-clients household

(Mwaniki, 2006:18).
Among many aspects of social benefits, this research includes education, health. and social

participation, and examines how the credit and saving service affect these social aspects of the

clients of ADCSI.

5.5.1 [Education Status of the Clients after Loan

Young people economical status and relative standing in a community arc considerably
influenced by the level of education they had attained. Educational status of vouth 1s a basic
factor in determining the employment status and in creating stable income sources for 4 number
of reasons. For example, educated people would have a chance of getting a better job than those
who are not educated, and this enable them to have a good income which in turn have role on the
on the nutrition, health and living standard of the person. Whereas less educated vouth have less

chance of getting a better job which has multidimensional role in their life.
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Table 5-9: Frequency and Percentage Distribution of Respondent’s Sex by Trend of
Educational Status after Loan

Trend of Sex of respondents Total

respondents educational

status after loan Male Female

Increased Count 33 24 ['57
Column% | 57.6% 46.9% | 52.8%

Decreased Count 6 4 10
Column% | 10.2% 8.25 ~19.3%

Remained the same Count 19 22 4]
Column% | 32.2% 44.9% 3805

Total Count 59 49 108
Column% | 100.0% 100.0% 100.0%

Chi-square = 1.83 with degree of freedom 2 and assumption .sig.=0.4 which is not significant for the
population from which the sample is drawn

-~

Table 5.9 indicates that the educational status of most of the respondents (52.3 percent of the total
sample) increased after loan. And 38.5 percent of the respondents said their educational status 1s
not changed even after the loan and the remaining 9.3 percent said decreased. Morcover from the
same table we can say that majority of the male respondents (57.6%) trend of cducational status
increased after loan than female. Whereas, majority of the female respondents (4490 trend of

educational status remained the same than male.

From the above table we can conclude that for specific sample in this study the variables sex and

trend of education after loan were associated. And trend of education status increased more for
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male respondents than for female respondents. However, to know specific reasons for

mcereasing

trend of respondents” income or to know whether or not the increase in the trend of respondent’s

educational status is the result of microfinance services reasons for increasing trend income had

discussed based on table in the annex as follow.

The respondent’s reasons for increasing the trend of educational opportunitics was income
improvement (33.9%), increased awareness towards education (17.4 percent of the total sample)

and access to new school built in the area 1.8 percent of the respondents. (Annex 7. table A6)

5.5.2 Respondents Use of Medical Facilities in Relation to the Services of ADCSI

The health of human being is very essential for the development of individual and a country
because in the absence of proper health, the working force be it professional. skilled or trained
cannot have the capability and opportunity to do jobs effectively and efficiently. Efficiency of

workers considerably depends on their health (ILO, 2003).

To cover the medical cost of the individual, income is determinant factors. Since this research
focus on the clients who are youth, the sources of their income for using medical service is very
important to examine the role of ADCSI on their health the following consecutive tables clearly

shows respondents use of health service and their sources of income to cover it
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Table 5-10: Frequency and Percentage Distribution of Respondent Use of Medical |

before Becoming Beneficiary of ADCS]

Whether respondents use Frequency |
medical service or not )
Yes 87 n
No 22
Total 109

acilities

Percent

79 8
20.2

100.0

Table 5.10 shows most of the respondents (79.8 percent) had been using medical service when

they were ill and to get other health services before becoming beneficiaries of ADCSI. The

remaining 20.2 percent did not use the medical related service before loan.

However, in order to know the role of microfinance on the health using status of clients of

ADCSI the above table (5.10) is not enough. For this reason examine the sources of income of

youth clients that is used to cover medical cost would high light the role of ADCSI play on the

health status of the young people after loan.

Table 5-11: Frequency and Percentage Distribution of Respondents by Sources of Income

Used for Covering Medical Cost before Loan

Sources of income for respondents to cover
medical cost

Frequency

Percent

Parents 7 J
Relatives > i
Oneself 4l _]}
Free medical service 2

One’s husband 1
Not applicable 18._ —
Total -

53

33.9
4.6
37.6
1.8
3.7
16.5

1.8

100.0




The above table (5.11) indicates the majority (33.9%) of the respondents did not have their own

source of income to get medical treatment, but their sources of income for getting the services
" :
were parents (33.9 %), relatives (4.6 %), husbands (3.7) and free medical service | 8 percent.

However, 37.6 percent were able to cover their own medical cost. Whereas. 16 5 percent of the

respondents did not use medical service and 1.8 percent missed the question

The above situation, illustrate most of the respondents source of money for medical cost was not

themselves, which in turn lead as to investigate the respondent’s use of medical service and their

source of income for the cost after loan.

Table 5-12: Frequency and Percentage Distribution of Trend of Respondent’s Income after
Loan by Whether the Respondent’s Use of Medical Service Improved or not after [.oan

Whether respondents use Tre<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>