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Abstract 

Currently, provIsion of credit is one of the major strategies being used to alleviate 
poverty in Ethiopia. As the Dedebit Credit and Savings Institution (DECSI) is 
established for this purpose, the objective of this study is to evaluate the impact of DECSI 
micro financing scheme to poverty reduction based on descriptive analysis, to investigate 
the determinants of loan repayment performance based on a recursive model, to assess 
the institutional viability of DECSI; and finally to investigate and collate the relevance 
and applicability of the Grameen Bank model to the Ethiopian condition with particular 
reference to DECSI in Tigray region. Primary data for the study was collected from a 
sample of 25 I (! 05 from rural and I46 from urban) sample beneficiaries in Tigray 
Region. 

The results indicate that the credit scheme has made its own positive contribution (except 
urban sample beneficiaries related to access to educational facilities) to the beneficiaries 
in relation to income, access to educational facilities, medical facilities, household diet 
and savings in particular and to poverty reduction in general. 

According to the findings, sex, level of education and size of loan for rural, urban and the 
whole sample cases, loan diversion rate in the case of urban and the whole sample cases, 
timeliness of loan disbursement in the case of rural and the whole sample cases, income 
;rom activities financed by the loan in the whole sample case and other sources of income 
in the case of rural sample are found to be significant determinants for jilll loan 
repayment pelformance as is expected. The study jilrther found that dependency ratio 
and loan supervision in the case of rural, loan supervision and other sources of income in 
urban and the whole sample cases and size of loan in the whole sample case are 
significant determinants for loan diversion as expected. 

In connection with applicability of the Grameen Bank model, it is concluded that it is 
difficult to directly apply the model in Ethiopia since the physical and socio-economic 
conditions of the two countries are different. Therefore, there should be some 
modification on the elements of the model namely; holding weekly meetings and 
repayment of installments, taking the bank to the people because it demands high 
administration cost due to the scattered nature of the dwellers in the country, particularly 
the rural areas of Ethiopia. 
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CHAPTER 1 INTRODUCTION 

1.1 Background 

1.1.1 Poverty in Ethiopia 

Ethiopia is one of the poorest countries In the world, Although there is no comprehensive 

assessment of the extent of poverty in the country, available indicators show that qui te a sizeable 

percentage of the population lives in abject poverty (MekOimen, 1996, Trufat, 1996, Muluwork, 

1997), Like several other developing countries, poverty is a major social and economic problem 

in Ethiopia, Yohatmes (1996) noted that roughly over half of the country's population lives in 

abject poverty, Yohanne's report also indicated that problems of poverty are multidimensional 

and hence have multiple sources , "In the case of Ethiopia, poor economic performance, rapid rate 

of population growth, low teclmological base, periodic draught, and famine and internal 

displacement have continued to exacerbate poverty in the country," 

In its ranking of countri es using GNP per capita, the 1997 World Development Report of the 

world Bank puts Ethiopia (at 1 00 USD per capita) second from the last comparing it with 133 

countries o f the world, This fact cou ld indicate quite a lot of things regarding the quality of life 

of the Ethiopian people, Over 85 percent of the total population li ve in the rural areas, which 

lack s the most bas ic socio-economic infrast ructure and faciliti es. Most of the rest 15 percent , 

though in an urban setting, li ve in more or less a similar im poveri shed situation, 
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