




















































































































































































































































































































































































































61,

[f your answer for question number 59 is No, explain the reason(s) of not keeping
records?

1. Lack of knowledge O
2. Transaction too small to keep a record ]
3. Other (please describe) O

62.

What is your overall opinion about the credit scheme?

Thank you for your participation in the study!




Appendix Il - Survey instrument (Amharic version)
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Appendix III

Addis Ababa University
School of Graduate Studies
School of Business and Public Administration
M.Sc. Program in Accounting and Finance

Questionnaires that have filled by officers in microfinance institutions
Objective: This questionnaire is designed by Samuel Setargie to conduct a research on
“Credit Default Risk and its Determinants of Microfinance Institutions in Ethiopia”
as the partial fulfillment of the requirements for the completion of Masters Degree in
Accounting and Finance, Addis Ababa University under the supervision of Dr. P,
Laxmikantham. Besides, the study invites you to participate in this research in the form of
questionnaire. On this matter, you are selected as one who could provide relevant
information. The information supplied by you will be treated as confidential and its
access 1s only restricted to my supervisor and myself for the justification of the study.
However, completion of the questionnaire is voluntary ie. if you decide that you 1o
longer want to be involved in this study, you are free to withdraw at any time without
adverse consequence. Meanwhile, if you would like to obtain a summary of the results of
this research, I am happy to send you copies of the overall findings up on completion of
It.

The fact that the microfinance industry is characterized by risk flexed state. This study
will focus on unearthing the tie existing between credit default risk and determinants of
Microfinance Institution (MFIs). This adds vivacity to this inquiry as it has raised one of
the pivotal issues existing on the microfinance industry. Thus, your expressed ideas in
this regard are so crucial to the progression of Ethiopian microfinance industry in general
and knowledge in exploring decision making in particular.

Thank you in advance for your kind cooperation and sparing of your precious time!
Additional Information:

VII.  You need not disclose your name

VIIL.  Put a tick mark v in the boxes [J or in the blank spaces

that correspond your answer.

IX. Circle the letter of the choice that is most appealing to you, e.g. ©
X.  Write your answer in the space provided is so required. Your answer.
XL For open-ended questions you may use the blank space provided
or you may use additional paper, if the space is not adequate. Your answer
XII. For further information, you perhaps contact the investigator Samuel Setargie by
the following address: Tell: +251 912 845425 and  E-mail:

samicheck29% e vahoo.com




Date

GC/E.C.

SECTION ONE: GENERAL INFORMATION OF MFIs

. | Name of this microfinance MEFI
institution?
2. | What is your position in this Microfinance Institution (MFI)?
Your position Years of service in the current
capacity
Upto |1-3 |3-5|Morethan
1 8
. General manager
s O| o |olo O
2. Vice manager :
. O| O |0|d O
3. Operations manager
P © O O |0o|0 O
4. Administration & Finance head
] O O | O L]
5. Planning and promotions
A Ol O |ol|o O
6. Sub-branch office coordinator
] ] O | O ]
7. Credit division head
[ ] O | O ]
8. Loan analyst and assessor
g O 0O |O|oO O
9. Credit/saving expert
s Ol o | oo O
10. Other (please describe
i : 0| o |o|lo| o
3. | About operation of the microfinance institution
¥ Head office (location)
l Main branch(s) (in number)
¥ Sub branch (s) (in number)
*  Districts (in number)
4. | How many clients are there in this microfinance institution?

Number of clientele in this Microfinance Institution

Male Female

Total




SECTION TWO: CREDIT/LOAN DEFAULT

5

How many of the clientele are paid their credit/loan in full based on the loan/credit
repayment agreement?

Number of active borrowers in this Microfinance Institution

Male Female Total

6. | How many of the clients are defaulters of loan/credit?
Number of Defaulters in this Microfinance Institution
Male Female Total
7. | What is your belief regarding the causes of credit/loan default?

1. Failure to prosecute defaulters 0

2. Lack of proper follow-up due to inadequate funding for =
operations and maintenance resources

3. When loan amount given are lower than the amounts ]
requested

8. | Have you ever observed that the length of time it takes for a potential borrower to
apply and get the credit/loan has an effect on the repayment of the credit/loan?
Yes [ 1 No[J 0
9. | If your answer is Yes for question number 8, How long does it take to complete the

loan/credit application process?

. Around One month

2. Uptotwo months

3. Up to three months

4. More than four months

5. Other (please describe)

O |o|o|o|od




10. | What is your attitude towards the information system which has been used by this
microfinance istitution?
I~ To record on clients are inadequate ]
2. Facilities do not contain appropriate software to ]
process borrower information promptly
3. Data related to borrowers are manually kept in
- [
| files
4. Cases of loan-over and under-repayment exist O
s Properly designed information system is there 0
6. Other (please describe)
L
I'l. | Which factors could be considered as causes of loan/credit default?
1. Diversion of funds to unprofitable uses N
2. Lack of discipline in the use of working capital .
3. Poor management skills .
4. Poor business performance .
5. Other (please describe) .
12. | What measure do you have to deal with various categories of loan/credit default?
I. Sales of defaulter’s security to recover the o
outstanding balance
2. Causes of long-lasting default are forwarded to O
the state counsel for prosecution
3. Counsel the defaulters on the importance of .
repaying the loan on time
I3 | If you believe on the measure of question number 12, what is the trend of default

currently?

Decreasing [ 1 Increasing [ 0




How is the performance of this microfinance institution regarding credit/loan
disbursed and/or recovered from the year 2006 — 20107 (You can use separate
page(s) if you have any more illustration.)

Fiscal Year | Amount disbursed by this MFI | Amount recovered by this MFI
1. 2006
2. 2007
3. 2008
4. 2009
5. 2010

What screening mechanism do you use to identify creditworthy borrowers from
non-creditworthy borrowers before credit/loan disbursement?

Thank you for your participation in the study!
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Appendix IV

utions
Ambhara Credit and Saving Institutions S.C.
Dedebit Credit and saving Institutions S.C.
Oromiya Credit and Saving Institution S.C.
Omo Credit and Saving Institution S.C.
Addis Credit and Saving Institution S.C.

Specialized Financial and promotional Institution

Gasha Microfinance Institution S.C.
Wisdom Microfinance Institution S.C.
Sidama Microfinance Institution S.C.

Buussa Gonofaa Microfinance Institution S.C.
PEACE Microfinance Institution S.C.

Meklit Microfinance Institution S.C.

Eshet Microfinance Institutions S.C.
Wassassa Microfinance Institution S.C.

Benishangul Gumuz Microfinance Institution S.C.

Dire Dawa Microfinance Institution S.C.
Agar Microfinance Institution S.C.
Harbu Microfinance Institution S.C.
Africa Village Financial Services S.C.

Shasemene Eddir Yelimat Agar Microfinance S.C.

Meket Microfinance Institution S.C.
Metemamen Microfinance Institution S.C.
Ghion Microfinance Institution S.C.

Letta Microfinance Institution S.C.

Digaf Microcredit Provider S.C.

Harar Microfinance Institution S.C.
Lefayda Microfinance Institution S.C.
Tesfa Microfinance Institution S.C.
Dynamic Microfinance institution S.C.
Gambella Microfinance Institution S.C.

Somalia microfinance Institution S.C. (coming soon)

List Microfinance Institutions in Ethiopia

Bahir Dar
Mekelle

‘Addis Ababa

Hawassa

'Addis Ababa

Addis Ababa

= Addis Ababa
Addis Ababa

Hawassa
Addis Ababa
Addis Ababa
Addis Ababa
Addis Ababa

~ Addis Ababa

Addis Ababa
Addis Ababa
Shasemene

North Wollo
Addis Ababa

Addis Ababa

Addis Ababa

Addis Ababa

Harar
Addis Ababa
Addis Ababa

Gambella

Jiliega

e Office | N

Medium

Medium

Medium
Medium
Medium
Medium
Medium
Medium
Medium
Medium
Medium
- Medium
Medium
Small
Small
Small
Small
- Small
Small
Small
Small
Small
Small
Small

Source: National Bank of Ethiopia and Association of Ethiopian Microfinance Institutions



Appendix V Organizational structure of ACSI (One

General Assembly

v

Board of Directors

v

General Manager

of the largest MFI in the World)

v v v v 2 v
Finance and Operations Planning Man power Legal service Promotio Audit
logistics Administration Attorney n service Service
service Head Head
+—‘—* MIS unit * v
: . coordinator Audio :
T ; C . 11 Credit BayE visual Junior
reasury ontroller division division . ici Auditor
Section section heads head Research . HRD SeCt]Ol’l tCCthlan
Treasurer controller MIS | and data Training coordinator
v ¥ expert coordinator
" ¥ Credit - Photocopier
- expert Saving ) Driver
Logistic Jr. expert — General Service Cleansr
officer Accounta . iz | . coordinator =
Planning, < > Project Guard
nt, clerk oy . ; .
v monitoring identificati
v Zone Branch Manager EVBIU'EIIIDH on and . — Personnel
Purchaser, coordinator preparation officer,
store v personnel clerk
keeper Sub- branch office coordinator
v
4 v v
Operation head Accounts section Sr. Administrative_
Accountant officer
v
¥ v v v v ¥ v y
Field officer Cashier Saving Accountant Guard Sub-ledger Cashier and Auditor
accountant secretary




Appendix VI Destiny Map of Ethiopian Microfinance Institutions

Legend MFIs Destiny

1. DECSI
2. ACSI,
Meket,
Wisdom,
Ghion
3. ADCSI,
Aggar,
AVEFS,
Digaf,
Gasha,
Meklit,
SFPI,
Wisdom
4, AVFS,
Bussa
Gonfa,
Eshet,
Gasha,
Harbu,
Letta,
Wisdom,

Wassa,
Metemamen,

OCSSCO,
PEACE,
SFPI, letta

5.Letta,

Metemamen,

- - Omo,
Regional Distribution of MFIs in Ethiopia PEACE,
Sidamo,
Shashimene,
Wisdom,
Aggar
6.Dire

% Number of MFIs of 7.Harari
Ethiopia 8.Benshangul

s |iernatondl Boundacy

Lake

o]
o

=
o wu

o w

Number of MFls
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Appendix VII: Selected MFIs under review

Name of MFIs Gross credit Credit balance Voluntary
portfolio per borrowers savings
ACSI 1,548,902,150 2,180 483,488,506
AdCSI 243,929,992 2,798 25,005,078
Wisdom 82,307,145 1,451 9,284,221
Gasha 15,725,404 1,216 294,505
Metemamen 8,259,836 789 -

Source: Association of Ethiopian Microfinance Institutions (AEMFI)

Name of Capital Liability
MFIs Asset Ratio Ratio ~ratio credit
ACSI 31% 31% 2.20 31%
AdCSI 70% 10% 0.43 10%
Wisdom 44% 11% 1.26 11%
Gasha 28% 2% 2.87 2%
Metemamen 78% 0% 0.28 0%

Source: Association of Ethiopian Microfinance Institutions (AEMFT)

Compulsory
savings
346,027,277
37,752,941
11,087,929
4,664,584
2,333,004

~ Debt/Equity ~ Depositsto  Deposits to

Assets
25%
9%
10%
2%
0%

Name of MFIs Return on Return on Operational self-  Financial Self-
Assets Equity  sufficiency sufficiency
ACSI 8% 25% 240% 88%
AdCSI 4% 6% 192% 29%
Wisdom 0% 0% 96% 56%
Gasha 2% 8% 112% 49%
Metemamen 0% 0% 102% 39%
Source: Association of Ethiopian Microfinance Institutions (AEMFI)
Name of MFIs Financial Profit Margin  Normal Yield of "~ Real Yield on
Revenue Ratio o _ Gross profit Gross Profit
ACSI 13% 58% 16% -20%
AdCSI 8% 48% 9% -25%
Wisdom 18% 0% 18% -19%
Gasha 21% 11% 17% -19%
Metemamen 15% 2% 18% -18%
Source: Association of Ethiopian Microfinance Institutions (AEMFI)
Name of PAR>30 PAR>90 Write-off Credit/loan Risk Non-
MFIs Days Days Ratio loss Ratio Coverage earning
liquid
o Assets
ACSI 2% 1% 0% 0% 42% 7%
AdCSI 3% 2% 1% 1% 23% 14%
Wisdom 3% 2% 0% 0% 60% 8%
Gasha 26% 18% 6% 6% 43% 13%
Metemamen 9% 7% 4% 4% 52% 26%
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