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Themainobjectiveofthisstudywastoinvestigatethefactorsaffectingthegroupbased

loanrepaymentperformanceinOCSSCOJimmatown.Thisstudywasconductedusingthe

descriptiveandexplanatorytypesoftheresearchdesignthatwasalsoappliedthemixed

approachofthestudy.Thisstudywasprimarilyconductedonthecustomers,employees

andmanagersoftheOCSSCOJimmatown.Therefore,from thetotal1589customersthat

weretakenfrom thelastfourconsecutiveyears ,thestudywas conductedon150

participantsofthestudy.ThecollecteddatawasanalyzedandinterpretedusingSPSS

versionand standarddeviation(frequency,valuepercent,andcumulative).Thefindingof

thisstudyshow thatBorrowersrelatedfactors,businessfactors,institutionalfactorsand

purposesoftheborrowedmoneyweretakenasthefactorsaffectingthegroupbasedloan

repaymentperformance.Tomentionsomeofthefactorsfrom alldirection numbersof

childrencancustomershave,failure topaytheloan,thewaygroup leadersmonitorloan

utilization,groupliabilityandamongfinancialInstitution(OCSSCO),thetimeloanissuedby

thelender,theloansizegivenbyOCSSCO,thefrequencyofcollectionofferedbyOCSSCO,

therepaymenttime setbytheorganization,interestrateset forthecredit,lackofthe

properfollowupoftheloanofficers,weaklegalenforcementforthedefaulters,andlackof

traininggiventocustomersoncreditandsavingbytheorganization.Thetypesofbusiness

borrowersengagedon,howlongtheborrowersexperiencesondoingbusiness,lackofthe

marketstudyconductedbeforestartingbusiness,andlackoftheaccessinformation.Finally

,theresearcherrecommendedthat,theOCSSCO hastobefollow uptheborrowers,

trainingonthecreditandsavinghastobegivenfortheborrowers,thetimeofthe

repaymenthastobemodified,theinterestratehasalsoberevisedaspertheincomeofthe

borrowers.

KeyWords:loan.groupbasedloan,repaymentperformance,borrowers,lenders
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CHAPTERONE

INTRODUCTION

Thisstudyincludedbackgroundofthestudy,statementoftheproblem.Basicresearch

questions,objectives,significance,scopeofthestudy,limitationofthestudy, and

organization

1.1. BackgroundoftheStudy
Microfinance isacategoryoffinancialservicestargetedatindividualsandsmallbusinesses

that lack access to conventional banking and related services. Microfinance

includes microcredit,the provision ofsmallloans to poorclients; savings and checking

accounts; microinsurance;and paymentsystems.

Microinstitution(MFIS)wereestablishedtofillthegapinthefinancialservicessectorby

providing fundstothelower-incomegroupwhichareusuallyinvolvedinsmallandmicro

businessactivities.TheMFIsprovidefundsforstart-upbusinessorforworkingcapital

purposesuchastobuyraw materials,machineandbusinessequipment.Majoritiesof

MFIsarefrom semi-formalinstitutionsandinformalinstitutionsthatarenotprofit-

orientedorganization.Usuallytheyreceivefundsfromgovernment,localgovernmentanddono

rstoruntheiractivities.Therefore,manyofMFIsarenotsustainableandtoodependenton

subsidies. However, MFIs should be

sustainableandviabletomakesuretheycancontinuallyprovidefinancingtosmallandmicroent

repreneurswithoutdependingondonorsandgovernment.Financialsustainabilityisa

prerequisiteformakingmicrofinancialservicespermanentaswellaswidelyavailable

(ICC,2001).TherepaymentperformanceisimportanttomakesurethattheMFIsare

operatedinasustainablebasis.

InEthiopia,microfinanceinstitutionsaregovernedbyNationalBankofEthiopia(NBE).There

are32licensedMicrofinanceinstitutionsinthecountry.Allareaimedtopovertyalleviation

throughtargetingspecificgroups.
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OromiaCreditandSavingShareCompanywasoriginallyestablishedasOromoSelfHelp

Organization(OSHO)in1996todelivercreditandmobilizesavingsinruralOromiaregional

state.SoonitwastransformedintoOCSSCOandgotregisteredin1997asperproclamation

No40/1996.

However,thegeneralobjectiveofOCSSCO istoalleviatepovertyandpromoteeconomic

developmentthroughprovisionofcreditandsavingservices.

Itistherefore,theobjectiveofthispaperistodeterminethefactorsaffectinggroup

basedloanrepaymentperformanceinmicrofinance(OCSSOC)inJimmatown.Thespecific

objectivesofOCSSCOincludeachievinghouseholdlevelfoodsecurityinOromia,increasing

household income,and improving the overalleconomic and socialconditions ofrural

households.

SixteenMFIshavebeenlicensedbytheNBEandstarteddeliveringmicrofinanceservices

sincetheissuanceofthisproclamation.TheseMFIsaim atpovertyalleviationthrough

targetingspecificgroups(reachingthepoor)andgroupbasedlending.Inashortperiodof

timetheMFIshavemanagedtoreachasizableportionoftheruralandurbanpoor,andin

sodoinghavegainedsignificantexperience(MFDR,2000).OneoftheMFIsoestablished

isOromiaCreditandSavingShareCo.(OCSSCOforshort)whichisoperatingintheOromia

RegionalStateofEthiopia.ItwasoriginallyestablishedasOromoSelfHelpOrganization

(OSHO)in 1996 to delivercreditand mobilizesavingsin ruralOromia.Soon itwas

transformedintoOCSSCOandgotregisteredin1997asperproclamationNo40/1996.

The generalobjective ofOCSSCO is to alleviate povertyand promote economic

developmentthroughprovisionofcreditandsavingservices.Thespecificobjectivesof

OCSSCO include:-achieving household levelfood securityin Oromia,increasing

householdincome,andimprovingtheoveralleconomicandsocialconditionsofrural

households.
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Regardingtheprogram norms,OCSSCO'saverageloansizeforthefirstloanisBirr

1000.Aclientobtainsthenexthigherloanafterthesuccessfulrepaymentofthe

firstloan.LoantermsofOCSSCOareestablishedatdifferentlevelsfordifferent

activitieswithamaximum loanperiodofoneyear.Toensuretheviabilityand

sustainabilityofitsoperationsOCSSCO charges12.5% perannum onitsloan

amountandinterestwillbepaidondecliningbalance.OntheotherhandOCSSCO

pays8%interestontheamountsavedbyitsclients.

OCSSCO iscurrentlyoperationalonlyin29districtsofOromia.Yet,theentire

regionhas,180districts.ThisindicatesOCSSCOisatitsinfantstage,requiring

tremendousexpansionofitsactivitiestoreachtheruralpoor(MFDR,2000).

OCSSCOisconfinedinareaswherethemajorityofsmall-scalepoorfarmerslive.

AccordingtoareportinMFDR (2000),theorganizationhasdisbursedaloan

amountofBirr25,315,078toabout30,000clientsasofJune2000.Theamountof

savingsmobilizedhasreachedBirr3.1millionduringthesameperiod,whilethe

repaymentratehasshownadecline(hasfallento97%intheyear2000).

1.2StatementoftheProblem
Moststudiesshow that repaymentperformanceofMFIsfocusedongroup-based

lending orgroup liability because the group-based lending is a synonym with

microfinanceactivitiessuchasGhatak&Guinnane(1999),Godquin(2004),Sharma&

Zeller(1997),Zeller,(1998),Besley& Coates (1995),and Silwal(2003).Much

theorizinghasbeendonetoshow theadvantagesofgrouploaninminimizingthe

defaultratecomparedtoanindividualloan(Ghatak,2000;Ghatak&Guinnane,1999;

Besley&Coate,1995;Maata,2004).Muchofthestudyemphasizedtheroleofjoint

liabilityingrouplending,suchaspeerselection(Ghatak,1999),peermonitoring
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(Stiglitz,1990;Varian,1990;Banerjeeetal.,1994),andpeerenforcement(Besley&

Coates,1995).Itprovedthatthroughgrouplending,itcouldmitigatemoralhazard,

adverseselectionandinformationasymmetriesfacedbytheMFIs.

Microfinanceprogramsthatusedpeerselection,peermonitoring,dynamicincentives,

regularrepaymentschedules,andsocialcollateralhelpmaintainshighrepayment

rates(Silwal,2003).However,littlestudyhasbeenconductedontheissueofthe

creditworthinessoftheindividuallendingdesignappliedbymicrofinanceinstitutions.

Researchonthedeterminantsofloanrepaymentdefaultsinindividual-basedlending

schemescanbefound onlyforruralbanksorsemi-formalfinancialinstitutions

(SurayaHanimMokhtar,2011).

However,in the recentstudies,the results have been shifted.Armendariz de

Aghion&Morduch(2000)arguethatdirectmonitoring,regularrepaymentschedules,

andtheusesofnon-refinancingthreatsaretheelementstogeneratehighrepayment

ratesfrom lowincomeborrowerswithoutrequiringcollateralandwithoutusinggroup

lendingcontractsthatfeaturejointliability.Chowdhury(2005)theoreticallyshowsthat

withoutsequentialfinancing,grouplendingmaysufferfrom under-monitoringwith

borrowersinvestinginrisk.

Themostimportantfactorincitinglendinggroupstorepayistherelativevaluethey

attachtoaccesstofuturecredit(Diagneetal.,2000).Mersland&Strom (2008)find

thatMFItendstochoosegrouplendingwhenitsmainmarketisrural,whenitprefers

femaleborrowers,andwhentheaverageloanamountissmall.Thestudiesshowthat

group-basedlendingapproachcannotensurehighrepaymentrateinMFIs.Thereare

severalreasonsbehindhighdefaultratessuchastheborrowersunwillingorunableto

repay the loan (Greenbaum&Thakor, 1995; Coyle, 2000). Sterns

(1995)arguedthatthecauseofhighlevelofnon-

repaymentratesisthelenderitselfnottheborrower.Shealsonoted the importance of

uncontrollablefactorssuchasnaturaldisastersandpersonalcrisesaffectingthe

abilitytorepayaloan.

AccordingtoAwoke(2004),citedinAhmedetal.,(2012)mostofthedefaultarosefrom

poormanagementprocedures,loandiversionandunwillingnesstorepayloans.Forthis

reason,thelendersmustgivevariousinstitutionalmethodsthattargetedtoreducethe
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riskofloandefault.InordertomaintainsustainabilityofMFIs,oneimportantthingisto

identifythesocio-economicandinstitutionalfactorswhichsignificantlyaffecttheloan

repaymentperformance from both borrowers and lenderside.An overwhelming

majorityoftheworld'spoorliveinthethirdworldcountries.Manyarenowoftheopinion

thatallowingthepoortohavecommandoverresourcesthroughcreditcancontribute

towardspovertyalleviation.Gibbons,(1992)arguesthatthebestwaytodosomething

aboutpovertyistoletthepeopledotheirownthing.Nobodywillhavemoremotivation

tochangehissituationthanthesuffererhimself.Itisgenerallyacceptedthatcredit,

whichisputtoproductiveuse,resultsingoodreturns.Butcreditprovisionissucha

riskybusiness that,in addition to otherreasons ofvaried nature,itmayinvolve

fraudulentandopportunisticbehavior.

Asthelocalstudyconductedby(Abraham,2002)aroundZiway,privateborrowers,the

loanrepaymentanditsdeterminantsinsmallscaleenterprisesfinancingare

investigatedandevaluated.Theestimationresultemployedtobemodel.Hisresult

revealsthat

havingothersourceofincome,educationlevel,workexperienceinrelated

economicactivitybeforetheloanandengagingoneconomicactivitiesotherthan

agricultureareenhancingloanrepayment(Abraham,2002).

Factorsthatinfluencemicrofinanceandloanrepaymentperformancewere

studiedwithparticularreferencetotheOromiaCreditandSavingsShareCompany

(OCSSCO)inKuyu,throughtheapplicationofdescriptivestatisticsandtheprohibit

model,showsthateducation,income,loansupervision,suitabilityofrepayment

period,andavailabilityofothercreditsourcesareimportantandsignificantfactors

thatenhancetheloanrepaymentperformance(Jemal,2003).

Thedeterminantsofloanrepaymentperformancewerestudiedwiththespecific

referenceofAddisCreditandSavingInstitution,AddisAbaba,Ethiopia(Fikirte,

2011).Sheapplied,onrepaymentperformanceofborrowers,theweightedlogit

model.Herresultrevealsthatagewasfoundtobestatisticallysignificanti.easage

increased;theprobabilityofbeingdefaulterisdecreased.
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Thelenderintheformalfinancialsystem isatadisadvantageofinformationonthe

burrower'sbehavior. Asstudyby(Mengistu,1997)groupbasedmicrofinancing

system thatinvolves peerpressure and jointliabilityhas evolved to counterthe

problemsofaconventionalbankthatprovidesacollateralbackedcreditalienatingthe

poorasonethatitsimplementationisstillbad.ForsuchMFIstobesuccessful,they

shouldbesustainablebothfinanciallyaswellasinstitutionally.

Inaddition,localstudy by(Girma2002) statedthatgroupbasedloanrepaymentis

influencedwithbothinternalandexternalproblemssoastheissueoftheborrowers

backgroundhastostudiedandtheinstitutionhastostrictlyfollowtheircustomers.

Eventhoughlocalstudies thatarementioned earlierwereconducted onthemajor

factorsaffectingthegroupbasedloanrepaymentperformanceofOCSSCOinJimma

branch,thereisstillareas whicharenotinclude inthe previousstudies.Therefore,

thisstudyalsoaimstofilltheexistinggapbyinvestigatingmajorsocio-economic

factorsaffectingthegroupbasedloanrepaymentperformanceofOCSSCOinJimma

branchinthetown.

1.3.BasicResearchQuestions
Theseresearchestriedtoanswerthefollowingquestions:

1.Whatarethemajorfactorsthataffectgroupbasedloanrepaymentperformanceof

borrowersinOCSSCO?

2.Towhatextenttheborrowersareinfluencedbythefactorsaffectinggroupbased

loanrepaymentperformance

3. WhatarethemajorchallengesfacedbyOCSSO Jimmabranchincollectingthe

groupbasedloan?

1.4.ObjectivesoftheStudy

1.4.1.Generalobjective
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Thegeneralobjectiveofthestudywouldbetoanalyzethefactorsthataffectthegroup

basedloanrepaymentperformanceofOCSSCOinJimmatown.

1.4.1.SpecificObjectives

 To identify the majorfactors thataffectgroup based loan repayment

performanceofborrowersinOCSSCO?

 Toexaminethe extenttheborrowersareinfluencedbythefactorsaffecting

groupbasedloanrepaymentperformance

 ToidentifythemajorchallengesfacedbyOCSSCOJimmabranchincollecting

thegroupbasedloan

1.5.SignificanceoftheStudy
Thepurposeofthestudywouldbetoexaminethefactorsaffectingtheloanrepayment

performanceofOCSSCO,Jimmabranch.Accordinglyfindingsfrom thisstudymaygive

more

insightsforfurtherinvestigationconcerningtheloanrepaymentactivity.Theresultsof

thestudymayprovideOCSSCOhowtorectifyproblemsandprovidebetterserviceand

hencesatisfytheircustomers.

Thus,itisthestudentresearcher'sbeliefthattheoutcomeofthisstudymayhelpthe

render more

insights and fills out the knowledge gaps of the research in general and the master of B

ankingandFinancefieldinparticular.Furtherthisstudymayalsoinputforthepolicy

makersconcerninghowmicrofinanceinstitutionaregoingtoservethesocietyaswell

astheitmayhelptheborrowersandthemicrofinanceinstitution onhowtheyneedto

followuptheircustomerstoeffective.

1.6.ScopeoftheStudy
ThestudywouldbeconductedinJimmatown.Thescopeofthisstudywouldbe

restrictedtoanalyzedeterminantsofmicrofinanceloanrepaymentperformanceand
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sociodemographic

factorsthataffectloanrepaymentperformanceofOCSSCOborrowers.Thisstudywas

also delimited on the independentvariable (borrowers,financialinstitution,and

purposesofborrowed money)and thedependentvariablesis(group based loan

repaymentperformance)whichprimarilyfocusedonthecustomersoftheOCSSOC

Jimmatown.

1.7.LimitationoftheStudy
Inconductingthisresearch,themostandsignificantconstraintwerelimitedliterature's

availableongroup based loanrepaymentperformance.Thenextmostsignificant

challengewasunavailabilityofsecondarydatathatcanbeeasilyaccessedforthe

purpose.Theothersignificantchallengewasthewillingnessoftherespondenttofillthe

questionerduetimeoutbreakofCOVID19.Inthisregard,someoftherespondentsalso

seemedsensitiveaboutrevealingconfidentialcooperativeinformation,whichincreased

thedifficultyofdoingthisresearch.Thestudyalsodidn’tcomprehendtheeffectofthe

integrationontheoverallgroupbasedrepaymentperformance.Inaddition,thestudy

wasconductedonlyoneorganizationcase.So,furtherstudyshouldbeconductedto

showtheeffectandfillthegapofthisstudy.

1.8.Organizationofthestudy

Thisthesisconsistsoffivechapters.Thefirstchaptercontainsbackground,statement

oftheproblem,objectives,researchquestions,significanceandlimitationsofthestudy.

The second chapterconsists ofliterature review,the third chapterconsists of

methodologyofthestudy,thefourthchapterconsistsofresearchfindingsandthefifth

chapterconsistsofconclusionandrecommendations.
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CHAPTERTWO

REVIEW OFRELATEDLITERATURES

2.1.ReviewofTheoreticalLiterature

2.1.TheconceptofMicrofinance
Microfinanceistheprovisionofabroadrangeoffinancialservicessuchasdeposits,

loansrepaymentservices,moneytransfers,andinsurancetopoorandlow-income

households.Microfinanceistheprovisionofbroadrangeoffinancialservicessuchas

deposits,loans,and,theirmicroenterprises.Microfinanceservicesareprovidedbythree

typesofsources:

•formalinstitutions,suchasruralbanksandcooperatives;
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•semiformalinstitutions,suchasnongovernmentorganizations;and

•informalsourcessuchasmoneylendersandshopkeepers.

Institutionalmicrofinanceisdefinedtoincludemicrofinanceservicesprovidedbyboth

formalandsemiformalinstitutions.Microfinanceinstitutionsaredefinedasinstitutions

whose

majorbusinessistheprovisionofmicrofinanceservices(AsianDev’tbankFinancefor

thePoor:

MicrofinanceDevelopmentStrategy)

Microfinancecanbedefinedasfinancialinstruments,suchasloans,savings,insurance

andotherfinancialproductsthataretailoredonlytothepoor.Microfinanceiscreatedin

theeconomyfortheeconomicbenefitofthepoorandtoalleviatepoverty.Microcredit

isthelendingsideofmicrofinance.Microcreditloanshelpthepoortobeinvolvedin

incomegeneratingactivitiesthatallow them toaccumulatecapitalandimprovetheir

standardofliving(Mokhtar,NarteaandGan,)

Microfinance:Banking and/or financialservices targeted to low-and-moderate income

businessesorhouseholds,includingtheprovisionofcredit.Microfinanceispartofthefinancial

sector. (Microfinancepolicyandstrategyforthebankgroup).

MicrofinanceInstitution:A financialinstitution-canbeanonprofitorganization,regulated

financialinstitutionorcommercialbank-thatprovidesmicrofinanceproductsandservicesto

low-incomeclients(Microfinancepolicyandstrategyforthebankgroup)

Microfinanceinstitutionsarefoundamongtheinstitutionswhichprovidedifferentfinancial

serviceforthepoorwhoareoutoftheconventionalbankingsystem particularlyindeveloping

countries.MicrofinanceInstitutions(MFIs)providefinancialservicestopoorclientswhoin

mostcaseshavenoaccesstoformalfinancialinstitutions.Duringthelastthreedecades,

microfinancehascapturedtheinterestofbothacademicsandpolicymakers.Thisis,among

otherthings,duetothesuccessoftheindustry(MulukenAandMesfin,L(2014)

2.2TheneedofMicrofinance
Theformalfinancialinstitutionsplayedlittleroleinfinancingdevelopmenteffortsinthe
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ruralareas.Thisisbecausetheyareclusteredinurbanareas,concentrateonfunding

largeenterprisesandareinaccessibletotheruralpoorespeciallyintermsofdistance.

Inadditiontheruralpoorcan’tfulfillbankingrequirementtogetloans.Therequirements

forcollateralandintrinsicbankingproceduresareinmostcasesverydifficultforthe

poortodealwith.Thevolumeofloandemandedbysmallfarmersisnotappealingto

banks.Suchloansaredifficulttomanageandtheirprocessingnotfinanciallyfeasible

(Jemal,2006).

MFIs are importantforpoverty reduction and creating employmentopportunity

especiallyindevelopingcountrieslikeEthiopia.Oneofthekeyfactorsforprofitability

andsustainabilityofMFIsisthepresenceofgoodloanrepaymentrates.(Fikirte,2019)

Themainaim ofmicrofinanceistoprovidefundsforinvestmentinmicrobusinesses

thatisexpectedtoincreaseincometoinvestorhouseholdsandhenceimprovetheir

livelihood.Ithasbeenobservedthatmostborrowersusemicrocreditfinancesonfood,

shelterandclothingtomeettheirbasicneedsratherthaninvestment.

2.3.EmergencyofMicrofinance
AccordingtoLidgerwood(1999),microfinancearoseinthe1980sasaresponseto

doubtsandresearchfindingsaboutstatedeliveryofsubsidizedcredittopoorfarmers.

In the 1970s governmentagencies were the predominantmethods ofproviding

productivecredittothosewithnopreviousaccesstocreditfacilities—peoplewhohad

beenforcedtopayusuriousinterestratesorweresubjecttorentseekingbehavior

Ladgerwood(1999).Atthesametime,localNGOsbegantolookforamorelong-term

approach than the unsustainable income generation approaches to community

development.InAsiaDr.MohammedYunusofBangladeshledthewaywithapilot

grouplendingschemeforlandlesspeople.ThislaterbecametheGermenBank,which

nowservesmorethan2.4millionclients(94percentofthem women)andisamodelfor

manycountriesLadgerwood(1999).ThiswriteralsomentionedthatinLatinAmerica

ACCIONInternationalsupportedthedevelopmentofsolidaritygrouplendingtourban

vendors,and Foundation developed a successfulcreditand training system for

individualmicroentrepreneursSincethe1980sthefieldofmicrofinancehasgrown
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substantially. The same source indicated also donors’ active support and

encouragementofmicrofinanceactivities,focusingonMFIsthatarecommittedto

achievingsubstantialoutreachandfinancialsustainability.

2.4 EthiopianMicrofinanceHistory
AccordingtoGebrhiwot(2002)akeycomponentofEthiopia’sdevelopmentstrategyis

theestablishmentofsustainablemicrofinanceinstitutionsservinglargenumbersof

poor

people.While non-governmentalorganization (NGO)creditschemes and informal

sourcesoffinancehaveexistedinEthiopiaformanyyears,thegovernmentinstituteda

legaland policy framework for MFIs in 1996 through Proclamation 40/1996

(Gebrehiwot,2002).Sincethen,32MFIshaveregisteredwiththeNationalBankof

Ethiopiaandoperate

undertheauspicesofthisProclamation.

Similartomicrofinanceapproachesinmanyotherpartsoftheworld,MFIsinEthiopia

focusongroup-basedlendingandpromotecompulsoryandvoluntarysavings.Theyuse

jointliability,socialpressure,andcompulsorysavingsasalternativestoconventional

formsofcollateral.Currently,theProclamationrequiresMFIstoprovidecreditthrough

group based lending methodologies (background documents country strategy,

2003–2007).

MFIs are importantforpoverty reduction and creating employmentopportunity

especiallyindevelopingcountrieslikeEthiopia.Oneofthekeyfactorsforprofitability

andsustainabilityofMFIsisthepresenceofgoodloanrepaymentrates.(Fikirte,2010)

Themainaim ofmicrofinanceistoprovidefundsforinvestmentinmicrobusinesses

thatisexpectedtoincreaseincometoinvestorhouseholdsandhenceimprovetheir

livelihood.Ithasbeenobservedthatmostborrowersusemicrocreditfinancesonfood,

shelterandclothingtomeettheirbasicneedsratherthaninvestment.(Munene,Nguta

andHuka,)

According to Eyarusalem K,(2014),MFIsin Ethiopia governed byNBE and AEMFI
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facilitatetheiractivitiesandissueconsolidatedinformation.Thefirstregulatoryframe

work (proclamation NO.40/1996)were developed and putin place in 1996 and

amendedindifferentyearstomeettimelyneeds.Aspermicro-financingbusiness

proclamationNo.626/2009thepurposeandactivityofMFIsinEthiopiaaretocollect

depositsandextendcredittoruralandurbanfarmersandpeopleengagedinother

similaractivitiesaswellasmicroandsmallscaleruralandurbanentrepreneurs.

2.5.OCSSCO Microfinance
Thereare32MFIshavebeenlicensedbytheNBEandstarteddeliveringmicrofinance

servicessincetheissuanceofthisproclamation.TheseMFIsaim atpovertyalleviation

throughtargetingspecificgroups(reachingthepoor)andgroupbasedlending.Ina

shortperiodoftimetheMFIshavemanagedtoreachasizableportionoftheruraland

urbanpoor,andinsodoinghavegainedsignificantexperience(MFDR,2000).Oneof

theMFIsoestablishedisOromiaCreditandSavingShareCo.(OCSSCOforshort)which

isoperatingintheOromiaRegionalStateofEthiopia.Itwasoriginallyestablishedas

OromoSelfHelpOrganization(OSHO)in1996todelivercreditandmobilizesavingsin

ruralOromia.SoonitwastransformedintoOCSSCOandgotregisteredin1997asper

proclamationNo40/1996.ThegeneralobjectiveofOCSSCOistoalleviatepovertyand

promoteeconomicdevelopmentthroughprovisionofcreditandsavingservices.The

specificobjectivesofOCSSCO include:-achievinghouseholdlevelfoodsecurityin

Oromia,increasinghouseholdincome,andimprovingtheoveralleconomicandsocial

conditionsofruralhouseholds.

2.6Factorsaffectingloanrepayment
ThefactorsaffectingrepaymentperformanceofMFIscanbedividedintofourfactors

namelyindividual/borrowersfactors,firm factors,loanfactorsandinstitutional/lender

factors.Severalstudies(Greenbaum etal.,1991;Hoque,2000;Colye,2000;Ozdemir

andBoran,2004)show thatwhenaloanisnotrepaid,itmaybearesultofthe

borrowers’unwillingness and/or inability to repay. (Stiglitz and Weiss,1981)

recommend thatthe banks should screen the borrowers and selectthe “good”

borrowersfrom the“bad”borrowersandmonitortheborrowerstomakesurethatthey
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usetheloansfortheintendedpurpose.Thisisimportanttomakesuretheborrowers

can payback theirloans.Greenbaum and Thakor(1995),suggestto look ata

borrower’spastrecordandeconomicprospectstodeterminewhethertheborroweris

likelytorepayornot.

2.7RepaymentPerformanceinGroupLending

Sincethe1970s,group-lendingprogramshavebeenpromotedinmanydeveloping

countries.Acommoncharacteristicofgrouplendingisthatthegroupobtainstheloan

underjointliability,soeachmemberismaderesponsibleforrepaymentofloansofhis

orherpeers.Jointliability,butpossiblymoreso,thethreatofloosingaccesstofuture

credit,incites membersto perform variousfunctions,including screening ofloan

applicants,monitoring the individualborrower’s efforts,fortunes and shocks,and

enforcingrepaymentoftheirpeers’loan.(Zeller,1996).
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Theexistingtheoreticalmodelsofpeermonitoringdeducethatrepaymentperformancein

grouplendingprogramsispositivelyrelatedtothehomogeneityofmemberswithrespectto

theriskinessoftheirprojects(Stiglitz,1993;BesleyandCoate,1995).Ingroup-lending

programs,thefunctionsofscreening,monitoringandtheenforcementofrepaymentaretoa

largeextent,transferredfrom banktogroupmembers.Thefinancialintermediaryreduces

recurrentlendingtransactioncostsbyreplacingamultipleofsmallloanstoindividualswitha

largergrouploan(Adams,1988ascitedinZellar,1996).Thisreductionintransactioncosts

enablesfinancialintermediariestobankwithpoor,whodemandsmallloansandwhowould

notreceiveanycreditunderanindividualloancontractbecauseofexcessiveunittransaction

costsoftinyloans.

Zeller(1996)arguesthatprobablythemostimportantrationaleforgrouplendingisthe

information and monitoring advantages thatgroup-based financialinstitutions atthe

communitylevelhave,comparedtoindividualcontractsbetweenabankandborrower.Group

membersgetimportantinformationlikereputation,indebtednessandassetownershipofthe

loanapplicantsatalowercost.Theycanalsoeasilymonitorindividualeffortsmadetowards

ensuringrepayment.

In addition,groups may also have a comparative advantage in enforcementofloan

repayment.Groupmemberscanpotentiallyemploysocialsanctionsorevenseizephysical

collateralfrom thedefaulter(BesleyandCoate,1995).Moreover,groupmembersappearto

beinabetterpositiontoassessthereasonfordefaultandtoofferinsuranceservicesto

memberswhoareexperiencingshockthatarebeyondtheircontrol.(Zeller,1996)

Despitealltheabove-mentionedbenefits,grouplendingisnotwithoutitsproblems.Thereare

severalfactorsthatmayunderminetherepaymentperformanceingrouplending.Zeller

(1996)discussesthatsincetheriskofloandefaultbyanindividualissharedbyhisorher

peers,a
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membermaychooseariskierprojectcomparedtothatinthecaseofindividualcontract,

andmaycountonothermemberstorepayhisorherloan(i.e.adverseselectionofrisky

projects).Hefurthernotesthatrepaymentincentivesforagoodborrowerwillvanish

underjointliability,whenheorsheexpectsthatsignificantnumberofpeerswilldefault.

Individualsselectthosewhom theythrusttoform agroupwith,thatistheywantthose

whocanmakeregularrepayments,haveagoodconcernaboutthepossiblelossthey

faceincaseofnon-repayment,ultimatelyleadingtotheexclusionofthepoorestofthe

poor.

Reikne(1996)assessedthefactorsthatleadtothefailureofgroupbasedlending

system inurbanareasandwentontotheextentthatherecommendedanindividual

creditsystem fora betterloan repayment.According to him presence ofhigh

geographicalmobility,low attachmentto specificneighborhoodsand peergroups

consistingofcompetitorsarethefactorsthatfrustratethesolidarityofgroupsinurban

areas,andhencegrouplendingismoreapplicabletotheruralenvironmentthanto

urbansociety.

2.8.Empiricalstudiesofothercountries
EzeandIbekwe(2007)revealthatamountofloanreceived,ageofbeneficiaries,house

hold size,educationalattainment,and occupation can influence loan repayment.

Determinantsofloanrepaymentperformanceoffishermen,Ghanaemployedmultiple

regressionanalysisintheirstudy.Theirresultsrevealedthatlowlevelofeducation,lack

ofalternativeincomegeneratingactivity,cumbersomeloanprocessingprocedures,they

arelikelytohavehighloandefault.

Thestudyidentifiedfishingincome,amountborrowedandsizeofloaninvestedinto

fishingas

significantpredictorsofloanrepayment(AcquahandAddo,2011).

2.9.EmpiricalStudiesonLoanRepaymentPerformanceinother

Countries
Godquin(2004)testedtheexplanatorypowerofmodelsthatattributetheperformances
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ofMFIsintermsofrepaymentratetotheuseofgrouplending,socialintermediation

anddynamicincentives.Age,loansize,anddurationshowedasignificantnegative

impactontherepaymentratebutsocialtiesandprofessionaltrainingoftheborrower

haveexpectedpositiveimpactontherepaymentperformance.Accordingtothetheory

ofdynamicincentives,repaymentperformanceincreasedasloansizeincreases.The

sizeoftheloanshowedexpectednegativesignandissignificantinthespecifications

asinthestudybySharmaandZeller(1997).Thisnegative

sign is theoreticallyexplained bythe factthatthe loan size increases the gain

associatedwithex-anteandex-postmoralhazard.

Thenegativesignoftheloansizeoftheloancouldalsobelinkedtotheborrower’s

difficultyinrepayingalargeramountoveragivenperiod(usuallyoneyear).Itcouldbe

that,foragivenduration,largeloansdonotmeettheborrower’sneedsandarenot

suitedtothelocaleconomy.Thisstatementisrelatedtothepositiveandsignificant

signofthedurationoftheloanthroughoutthespecifications.Socialtiesinsidethe

grouphadasignificantandunexpectednegativeimpactontherepaymentrate.The

coefficientoftheageoftheborrowinggroupattheduedatehasapositiveand

significantcoefficientbutfemaleborrowersdidnotprovetohaveasignificantlybetter

repaymentperformance.

Eventhoughthecoefficientispositive,itisnotsignificant.Itisindeedexpectedthatthe

socialtiesandotherbenefitsofthegroup,suchasinformation-sharing,increasewith

theageofthegroup.Aspreviouslymentioned,however,theageofthegrouphasa

negativeimpacton

repaymentperformance.IfMFIswanttoallocatelargerloanstogroupmemberswith

whom they have an established relationship,they should also develop specific

incentivesfortheirexperiencedborrowerstohaveabetterrepaymentperformance.

Natukunda (2010)described micro finance creditlending terms and repayment

performanceandstatedtheloansizesinmostcasesaffectthenatureofbusinessand

typeofinvestmentfortheborrowers.Thesmallloansizeisoftenadvancedbythe

microfinanceinstitutionsasawayofminimizingrisks.However,whentheclientsare

notgivenadequatefundstocaterfortheirbusinessneeds,theytendtoresortto
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multipleborrowing.

This in turn affects theirrepaymentand increases the risks ofthe loan.The

respondentsweredividedastowhetherBracUgandaisgivingthem enoughcreditto

caterfortheirbusinessneedswithsomeindicatingthatitwasenoughwhileothers

indicatedthatitwasnot.ThisisinlinewiththefindingsbyGeorge(2008)whoindicated

thatsometimestheloansissuedbyMFIsaretoosmalltomakeanimpactonwomen’s

businesses.

TheperceptionoftherespondentsastowhethertheloanperiodgivenbyBracUganda

isappropriatetotheirbusinessneedsindicatedthatmembersweresatisfiedwiththe

loanperiodoffivemonths.ThisconcurswithWoolcock(2008),whoarguedthatalong

loanperiodmaymaketheclienttobeextravagantandendupfailingtopaybackthe

loan.Clientstakingsmallloansshouldnotbegivenverylongrepaymentperiod.From

theresearchfindingssincethemajorityoftheclientsweredealinginsmallbusinesses

andtakingsmallloans,theyneedashortloanperiodforregularrecapitalization.Zeller

(1996)analyzed the determinants ofrepaymentperformance ofcreditgroups in

Madagascar.Hisfindingisgroupswithhigherlevelofsocialcohesionhaveabetter

repaymentrate.

Moreover,the programs thatprovide saving service to theirmembers have a

significantlyhigherrepaymentrate.Thisresultemphasizestheroleofsavingservices

forimprovingtheperformanceofgroupcreditprograms.Healsoidentifiedthatwith

largergroupsize,therepaymentperformanceimproves.Thisresultisinlinewiththe

hypothesizedeconomiesofscale,scope,andrisk.However,itistobenotedthat

groupswillhaveincreasingcostsofcoordination,moralhazard,andfree-riderproblems

whengroupsizesurpassesmanageablelevels.Theoptimalgroupsizewillvarywith

respect to socioeconomic and agro ecologicalconditions of the participating

communitiesandwithprogram.

AlthoughtheperformanceoftheMFIsinEthiopiahasbeenimpressivesincetheir

establishment,theyarenotfreeofdefaultproblemsascanbeobservedinthefollowing

table.Hunte(1996)arguedthatdefaultproblemsdestroylendingcapacityastheflow

ofrepaymentdeclines,transforminglendersintowelfareagencies,insteadofaviable
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financialinstitution.Loandefaultmayalsodenynewapplicantsaccesstocreditasthe

microfinanceinstitutionsmanagementproblemsaugmentindirectproportiontothe

increasingdefaultproblem.OneindicatorofeffectiveMFIsistheloanperformanceof

theborrowers(SenguptaandAubuchin,2008).

HighrepaymentratesareassociatedwiththebenefitsforbothMFIsandborrowers

(Godquin,2004).Ifthereishighrepaymentrate,therelationshipbetweentheMFIsand

theirclientswillbegood(Bond&Rai,2009).Incontrast,ifthereislowrepaymentrate,

boththeborrowersandMFIswillbeadverselyaffected.SoiftheMFIsarenotviable

becauseofdefaultproblem,borrowerswillnothaveaccesstoloanandsufferfrom

poverty,asaresultaffectsthedevelopmentofthecountryaswhole.

2.10.EmpiricalStudiesonLoanRepaymentPerformanceinEthiopia

Retta(2000)hasexaminedloanrepaymentperformanceofgroupborrowersinAddis

Ababa.Hisfindingwasfrequencyofloan,supervision,suitabilityofrepaymentperiod

and otherincome sources are found to encourage repaymenthence reduce the

probabilityofloandefault.

Abreham (2002)carriedastudyontheloanrepaymentanditsdeterminantsinsmall-

scaleenterprisefinancinginEthiopiaaroundZewayarea.

Hisfindingwaseducationandworkexperiencerelatedeconomicactivitiesbeforethe

loanareenhancingloanrepayment.Whileextendedloanrepaymentperiodinfluencethe

repaymentperformancenegatively.Intermsofgendercomposition12.7%arefemales

whiletherest87.3% aremaleborrowers.Themeanloan-rationingratioislargerfor

maleswhilethemeanloanrecoveryrateislessthanfemaleborrowers.Theproportion

ofdefaultersis61.5% forfemalesand69.7% formales.Femaleborrowersarebetter

payers relative to males.This supports the hypothesis thatfemales feelmore

responsibilityfortheirfamilythanmales.

Jemal(2003)analyzedthemicrofinancerepaymentperformanceofOromiaCreditand
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Saving

Institution(OCSI)inKuyu,Ethiopia. Accordingtohisfinding,gender,loansizeand

numberofdependentsarenegativelyrelatedtoloanrepayment.Ontheotherhand,age

wasfoundtobepositive.Incomefrom activitiesfinancedbyloan,repaymentperiod

suitabilityandloansupervisionarepositivelyandsignificantlyrelatedtoloanrepayment

performance.Moreover,loandiversionissignificantandnegativelyrelatedtoloan

repaymentrate.Thenegativesignimpliesthattheuseofdivertedfundsfornon-income

generating purposes.Berhanu (2005)studied thedeterminantsofloan repayment

performanceofsmallholderfarmersinNorthGondar,Ethiopia.Hisfindingrevealedthat

experience and numbers ofcontacts were found to significantly influence the

repaymentperformance.But,loanamountwasfoundtohaveinsignificanteffecton

loanrepaymentperformance.

Fikirte(2011)conductedastudyonthedeterminantsofloanrepaymentperformancein

AddisCreditandSavingInstitution(ACSI).Shefoundthatagehassignificantpositive

effecton the loan repaymentperformance which means as age increased;the

probabilityofbeingdefaulterisdecreased.Thisimpliesthattheborrowersaremore

awareonfinancialmanagementandtheyfeelresponsibilityastheygetelderbut

educationandbusinessexperienceshadnosignificanteffectontheprobabilityofbeing

defaulter.Inthegrouplendingfemaleborrowershaveperformedworseloanrepayment

performancethanmale.

Moreover,thepercentageoffemaledefaulterswashigherthannon-defaulter.

Zelalem,Hassen,and Jemal(2013)studied the determinants ofloan repayment

performance

considering14explanatoryvariables.Amongthese,businessexperiencewasfoundto

significantlyinfluencetheprobabilityofbeingnon-defaulter.Theremainingvariables

likeage,loansizeandeducationallevelwerefoundtohavenosignificanteffectonthe

loanrecoveryrate.

Million,Nyikal,andWania(2012)conductedastudyonthefactorsaffectingloan

repayment

performance.Theyfoundthateducationisanimportantdeterminantofloanrepayment.
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Aneducatedclientisabletousemoderntechnologies,perform farmingactivitiesbased

on cropping calendar,and manage resources properly.Allthese factors boost

production,whichimprovesloanrepayment.

Tosummarize,training,repaymentperiodexperienceandloansizearefoundtohave

positive impacton repaymentperformance,butsome studies commented that

repaymentperiodandloansizehavenegativeeffectontherepaymentrate,andother

studiescontendedthatloansizeandexperiencehavenosignificanteffectonloan

repayment performance. These show that the empirical evidences portrayed

differencesintheirfindings.

2.11Conceptualframework

Herearethemodelrelationshipbetweentheindependentanddependentvariables

Independentvariables Dependentvariable

Factorsaffectinggroupbasedloan groupbasedloanperformance

Inf

CHAPTERTHREE

METHODOLOGYOFTHESTUDY

3.1DescriptionoftheStudyArea
Jimmaisthelargestcityinsouth-westernEthiopia.ItisaspecialzoneoftheOromia

Region and is surrounded by Jimma Zone.Ithas a latitude and longitude of

7°40′N36°50′E.ThetownwasthecapitalofKaffaProvinceuntiltheprovincewas

Abilitytopayontime

Fullpayment

Defaulters
None-defaulters

 Borrowers

 Financialinstitution

 Environmental

 businessengagedby
borrowers
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dissolved.Priortothe2007census,Jimmawasreorganizedadministrativelyasa

specialZone.

Basedonthe2007CensusconductedbytheCentralStatisticalAgencyofEthiopia

(CSA),thisZonehasatotalpopulationof120,960,ofwhom 60,824aremenand60,136

women.Withanareaof50.52squarekilometers,Jimmahasapopulationdensityof

2,394.30allareurbaninhabitants.Atotalof32,191householdswerecountedinthis

Zone,whichresultsinanaverageof3.76personstoahousehold,and30,016housing

units.ThethreelargestethnicgroupsreportedinJimmaweretheOromo(46.71%),the

Amhara(17.14%)andtheDawro(10.05%);allotherethnicgroupsmadeup26.1%ofthe

population.Amharicwasspokenasafirstlanguageby41.58%and39.96%spokeAfan

Oromo;theremaining18.46%spokeallotherprimarylanguagesreported.Themajority

oftheinhabitantssaidtheypracticedEthiopianorthodox,with46.84%ofthepopulation

reportingtheyobservedthisbelief,while39.03% ofthepopulationwasMuslim and

13.06%wereProtestant.

3.2ResearchDesign
AsstatedbyKothari(2004),designingresearchismakingaroadmaptostudywhich

leadsallfunctionandstepsundertaken.Astheconceptualstructurewithinwhich

researchisconducted,itconsiststheblueprintforthecollection,measurementand

analysisofdata.Itisalsostrategyofdescribingproceduresaboutsamplesize,data

source,meansofdatacollection and methodsofdataprocessing,analyzing and

presentingbasedonavailabletimeandrecourse.Inthisstudy,theresearcherusedthe

researchdesignofdescriptiveparticularlysurveytypeofresearch.

Researchdesigniscategorizedintodifferenttypesdependingonthenatureofthe

study,theresearcher employed quantitativeresearch design and descriptivesurvey

designswereused.Moreover,thismethodisrelevantinexpressingwhatishappening

currentlyand finding detailed information.In this study,the researcherusedboth

qualitativeandquantitativeresearchapproach.
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3.3.SourceofData

Primarydatawerecollectedthroughself-administeredquestionnaireandstructured

interview.Thenthesecondarydatawouldbeconducted.Therationalebehind for

choosingself-administeredquestionnairewouldbeduetothestrengthandweaknesses

ofthetypeofdatacollectiontype.Secondthecostsassociatedwiththistypeofdata

collectionforms.Therationaleforselectingastructuredinterviewwouldbe,itiseasyto

makeclarification,probingandpromptingwithrespondentdirectly.Secondarydata

would be collected from the microfinance where consulted to have a prior

understandingaboutthesubjectmatter.

3.4.Samplingtechniquesandsamplesize
Non-probability sampling procedure would be used in this study. Because,a

major advantage withnon-probabilitysamplingisthatcomparedtoprobabilitysampling

it’sverycost-andtime-effective.It’salsoeasytouseandcanalsobeusedwhenit’s

impossibletoconductprobabilitysampling(e.g.whenwehaveaverysmallpopulation

toworkwith).Thesamplepopulationweretakenfrom theOCSSCOofJimmatownof

thethreeconsecutiveyears.Thenumbersofgroupbasedloanforthelastthreeyears

were1589(Sources:OCSSOC,Jimmatown)

Hereinthestudy,todeterminethesamplesize,theresearchergot93%ofconfidence

levelandanestimationof+7%levelofprecision;becauseitiseasiertomanagesample

size;sothattheresearchercancontrolsystematicerroreasily.Althoughthesample

size,determinationtablecanprovidethesizeofthesample,theresearcherneedsto

calculatethenecessarysamplesizebycombiningthedesiredprecisionandconfidence

ofleveltoincreaseitsreliabilityandvalidity.Differentauthorsusedifferentformulato

determinethesamplesizeofthestudyforquantitative.Accordingly,inthisstudy,the

followingformulasetbyKothari(2004),inthecaseofdefinitepopulation,usedto

calculatesamplesizeofthestudy.

n= Z2(p)2(q)2(N)____

d2(N-1)+(Z)2(P)2(q)2
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Where:

nisthedesiredsamplesize;N istotalpopulationofmicroandsmallenterprises

operatorsinthestudyarea;Zis1.81thatisz-valuefor93%ofconfidencelevel;pisan

estimationofvariance(0.5);qis(1-p)whichisequalto0.5;andeisanestimationof

samplingerrorwhichis+7%=0.7.Hence

n=(1.81)2(0.5)(0.5)(1589) 0.819025(1589) =1301.43=151

0.07)2(1589-1)+(1.81)2(0.5)(0.5) 7.7812+0.819025 8.6

Therefore,thedesiredsampleofcustomersinthestudywas151ofwhichthesample

sizeofthesizeofthestudywouldproportionallycalculatedasfollows:

Xi(n) = xi(151)

N 1589

Where,xiisthenumberofpopulationinOCSSOC.

3.5.MethodsofDataCollection
Theprimarydatawerecollectedfrom bothemployeesandcustomersofOCSSCO

Microfinance Jimma branch.Thus,in orderto obtain the reliable and sufficient

informationtheresearchevidencewasgatheredthroughasurveywasconductedby

usingdetailedclose-endedandopen-endedquestionnairestoclientofmicrofinance.

The numberindicated in the questionnaire to provide the factors affecting loan

repaymentandtogeneratedatasuitableforquantitativeanalysis.Togeneralizethe

findingsthroughsecondarydataordocumentswasreviewedbyreferringmostrecent

informationfrom authorizeddocumentsanddifferentreports.

Questionnaire

Bothopenendedandclothendedquestionnairewasbepreparedanddistributedto150
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customersoftheOCSSCO Jimmatown.Thequestionnairewould becontaintwo

sections,the firstsection is contain aboutdemographic characteristics ofthe

participants.thesecondsectionisincludedquestionsthataddressaboutfactorsthat

affectingthegroupbasedloanrepaymentperformance,whichfocusedonthefactors

affectingsuchontheborrowersrelatedfactors,financialinstitutionrelatedfactorsand

borrowerspurposesofborrowingmoneyandotherrelatedfactorsofquestionswere

include.ThequestionnairewaspreparedwithfiveLikertScaleof disagree,strongly

disagree,neutral,agree and stronglyagreeThequestiondistributed forsample

respondentsandtranslatedtothelocallanguage(AfanOromo)tounderstandeasilyas

muchaspossible.

Interview

The researcherused semi-structured interviews contain the components ofboth,

structured and unstructured interviews.In semi-structured interviews,interviewer

prepares a setofsamequestionstoanswerbyallinterviewees.Moreover,inthistype

ofprimarydatacollectionresearcherhasdirectcontrolovertheflow ofprocessand

shehasachanceto clarifycertainissuesduringtheprocess.Interviewwereconducted

with10respondentswhoarepurposivelyselectfrom officeheadsbyassumetheyhave

directcontactwiththeissueofgoodgovernance.Allinterviewsaredonebyallocating

time30mintoeachrespondent.Thequalitativedatawerepresentedbyusingnarration

andboththedataobtainedfrom bothinstrumenttriangulatedtomakefindingwasbe

meaningfull.

Focusgroupdiscussion

Focusgroupdiscussionsheldwithonegrouponly.Theparticipantsoffocusgroups

discussionwerefrom groupsperarrangedfortheemployeeoftheOCSSCOofJimma

town.

3.6.MethodofDataAnalysis
Datacollectedthroughquestionnairesreorganizedintofivemaincategoriesbasedon
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mainfactorsthataffectthegroupbasedloanrepaymentperformanceusedinthestudy

andanalyzeddescriptively.Inanalyzingthedata,SPSSsoftwareversion20wasused

forsimpleaveragesandfrequency.Informationobtainedfrom interviewsofmanagers

supportthe analysis ofdata collected directly from employee and service user

respondents.Thedata,bothquantitativeandqualitative,gatheredthrougheachtoolis

organized,analyzedandinterpretedto meettheobjectivesofthestudy.Fordata

analysis,combinations of quantitative and qualitative methods are used.The

quantitativedatacollectthroughquestionnaireorganizedandanalyzedinawaythat

firsttheresponsesfortheclose-endedquestionsareediting,codeandfedtocomputer

by applying appropriate software.Then descriptive statistics mainly frequency,

percentage,andcrosstabulationwascomputedforanalysispurpose.

Ontheotherhandthequalitativedatacollectusingopenendedquestionsofthesurvey

questionnaire;interviewsheldwithmanagersandFGDconductedbytheemployeeand

using informaldiscussionswith the usercommunitiesisorganized and analyzed

qualitatively through contentanalysis.Forthis,first,the note from the informal

discussiontranscribedandtranslatedfrom thelocallanguage(AfanOromo)toEnglish.

Second,byreadingthroughallofthequalitativedata,itisreviewedandorganizedto

developageneralunderstandingofthedatasetandshortmemosarepreparedwhich

wasbesthelpinorganizingandcategorizingthedataintoconceptseitherbyquestion

orbycase.Then,throughnarrativedescriptiontheresultsoftheentirequalitativedata

isanalyzedandinterpreted.Lastly,theanalysisandinterpretationofqualitativeand

quantitativedataintegratedtohandletheresearchproblem.

3.7.ValidityandReliabilityChecks
Cronbach’salphamethodwasusedtodeterminereliabilityofthescaleswhereit

measurestheaverageofmeasurableitemsanditscorrelationandiftheresultis

generallyabove 0.5 (or50%),itisconsidered to be reliable Peighambari(2007).

Regardingvalidity,thiswouldbedefinedasextenttowhichthemeasurementmeasures

whatisintended to measure.Theinstrumentwould bedesigned bytaking in to

considerationthebasicquestionsandallitemswouldbeincludedinthequestionnaires

consistentwith the objective ofthe studythatis during the construction ofthe
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instrumentforgatheringdata,theresearcherwouldbecheckallquestionsinthe

questionnaires with the advisors repeatedlyand this would be able to have well

preparedandconstructeditemstocollectdata.

3.8EthicalConsideration

Participantsofthestudyinformedabouttheobjectivesofthestudyemphasizingthat

thedatausedonlyfortheintendedacademicpurpose.Thedatacollectedbyemploying

varioustechniqueswiththeconsentoftheparticipantsofthestudy.Carefulattention

hasbeengivenregardingrespectingtherights,needs,andvaluesofthestudysubject

andmaintainingconfidentialityofthedataandacknowledgingsourcesinformation.
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CHAPTERFOUR

4.PRESENTATION,ANALYSISANDINTERPRETATION

4.1Introduction

Thissectionincludespresentation,analysisandinterpretationthedatathatwouldbe

obtainedfrom quantitativeandqualitativedata.Theresearcherdesigned35 questions

forthe150ofthe sample size ofthestudy,andonewasnotresponded .The

interview wascarriedoutwiththemanagersofOCSSCO,andtherewerealsointerview

andFGDanalysis.Thedataobtainedfrom therespondentswereanalyzedconcurrently

in which the resultfrom both data were analyzed and interpreted parallel,and

intermingledescribedtheresult.

4.2.DEMOGRAPHICINFORMATIONOFTHERESPONDENTS

Table4.1:DemographicCharacteristicsofRespondents

No
Characteristics

Frequency
(N=150)

Percentage
(%)

1 Sexof
respondents

Male 108 72

Female 42 28
Total 150 100

2 Ageof
respondents

20-30 43 29
31-45 95 63
46-55 11 7
Above56 1 1
Total 150 100

3 Educational
Levelof
respondents

Noneeducated - -
Writeandread - -

Primarylevel - -
Secondary
school

5 3

Certificate 8 5
Diploma 37 24
Degree 98 65
Postgraduate 2 1
Total 150 100

4 Maritalstatus
ofrespondent

Married 130 87
Single 18 12
Divorced 1 1
Widowed 1 1

Total 150 100

Sources:Ownsurvey,2020
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Regarding the socio demographic features ofthe respondents,108(72%)ofthe

respondentsweremale,andtherest42(28%)ofthem werefemale.Thisimpliesthatas

maleexceededthewomenintheexperienceoftheborrowingthemoneyfrom the

OCSSCO.Next,majority95(63%)oftheparticipantswerefound between 31-45age

level,43(29%)ofthem werefound between20-30agelevel,11(7%)ofthem were

foundbetween46-55,minority 1(1%)ofthem wereabove56.Therefore,thisimplies

thatmajorityoftheparticipantswereyoung,whowerematureenoughtoborrowmoney

from the indicated micro finance.Regarding ,the educationalbackground ofthe

respondents,majority98(65%)ofthem weredegreeholders,37(24%)ofthem were

diplomaholders,8(5%)ofthem werecertificateholders,5(3%)ofthem weresecondary

school,andveryminority2(1%)werepostgraduate employee.Thisimpliesthatthe

borrowersareeasilyimplementingthegroupbasedloanpayment.Concerning,the

maritalstatus,majority130(87%)oftheparticipantsweremarried,18(12%)ofthe

participantsweresingle,1(1%)ofthem weredivorced,andwidowedrespectively,so,

thisimpliesthatasmostoftheparticipantswereresponsibleandcapableinleading

theirfamilywhichhasalsobetterunderstandingandexperienceinhow groupbased

loanperformancepaymentisaffectedbymoneyfactors
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4.2.AnalysisoftheQuantitativeData

4.2.1.Factorsaffectinggroupbasedonrepaymentperformance.

Table 4.1 Borrower’srelatedfactors

 Statements
Strongly
disagree Agree Neutral Disagree

Strong
ly
agree

Mean SD

Thenumberofchildrenyouhave
affectedyourgroupbasedloan
performanceatthehousehold
level 19(12.7%) 78(52.0%) 32(21.3%)

15(10.0
%)

5(3.3%
)

2.22 .92

Thesimilaritybetweenbusiness
andresidenceplaceishighly
influential 13(8.7%) 78(52.0%) 35(23.3%) 5(3.33%) 1(7%)

2.19 .88

Thedistancebetweenyour
residenceplaceandOCSSCO
microfinanceinstitutioncanbe
takenasonemainfactors. 15(10%) 87(58.0%) 30(20.0%)

16(10.7
%)

2(1.3%
)

2.32 .93

Thedistancebetweenyour
businessareaandOCSSCOMicro
financeisrefersasbasicimpacts
ofgrouploanperformance 17(11.3%) 77(51.3%) 37(24.7%) 2(1.3%)

2(1.3%
)

2.29 .90

Thesourcesofincomeyoudaily
ormonthlyobtainedhasdirect
impactonyourgroupbasedloan
performance 17(11.3%) 84(56.0%) 32(21.3%) 14(9.3%)

3(2.0%
)

3.53 1.2
2

Thenumbersoftheborrowersin
eachgroupisreallyaffectingthe
groupbasedloanperformance 19(12.7%) 76(50.7%) 37(24.7%) 14(9.3%)

4(2.7%
)

2.39 .89

Howdetailthegroupmembers
knoweachotherisresponsible
forthefailuresofgroupbased
loanperformance 20(13.3%) 77(51.3%) 35(23.3%) 13(8.7%)

5(3.3%
)

2.29 .64

Howtheparticulargroup
membersareresponsiblefor
othergroupmembersisabig
factorsforgroupbasedloan
performance 20(13.3%) 83(55.3%) 30(20.0%) 3(2.0%)

1(7.0%
)

2.34 .72

Thepriorandthepostfeeling
eachmembersadapttosued
failuretopaytheloan 19(12.7%) 81(54.0%) 34(22.7%) 5(3.3%) 1(7%)

2.33 .83
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Thepriorandthepostfeeling
eachmembersadapttosued
failuretopaytheloan 17(11.3%) 69(46.0%) 48(32.0%)

15(10.0
%) 1(7%)

2.32 .84

Thewayyourgroupleaders
monitortheloanutilizationhas
impactonthegroupbasedloan
performance 15(10.0%) 78(52.0%) 35(23.3%)

17(11.3
%)

5(3.3%
)

2.32
.84

Thegroupliabilityinwhichall
groupmembersarecoming
togetheristheforemostfactors
thathinderthegroupbasedloan
performance. 16(10.7%) 76(50.7%) 40(26.7%) 2(1.3%) 1(7%)

2.54
.71

Theloansizeandconflictamong
theborrowersistheother
importantfactorsinfluencing
groupbasedloanperformance

17(11.3%
)

74(49.3%
)

45(30.0%
)

11(7.3%
)

3(2.0
%)

2.22 .73

Thelivingstandardsofthe
borrower’sdirectinfluencethe
groupbasedloanperformance.

22(14.7%
)

76(50.7%
)

41(27.3%
) 7(4.7%)

4(2.7
%)

2.34 .82

Theenvironmentalconditionin
whichthelendersandborrowers
arelivingcanharm the
performanceofloanpayments

21(14.0%
)

74(49.3%
)

41(27.3%
)

13(8.7%
) 1(7%)

2.24 .73

Lackofawarenessandbeing
informedisthemostfactors
affectingthegroupbasedloan
paymentperformance

22(14.7%
)

76(50.7%
)

41(27.3%
) 7(4.7%)

4(2.7
%)

2.45 .84

Sources:OwnSurvey,2020

Astable4.1portrayedthatmajority(65%)oftheparticipantsagree,(25%)ofthem said

neutral,andtherest(4%)ofthem saiddisagree.Thisshowsthatthenumberofchildren

borrowsaffectingthegroupbasedloanperformanceathouseholdlevel.Onthesame

table4.1participantswerealsoaskedaboutsimilaritybetweenbusinessandresidence

placeinfluence,majority(61%)ofthem disagree(23%)ofthem wereneutralandthe

rest(4%)agreed.Therefore,thisindicatedthatthebusinessandresidenceplacehasno

influenceongroupbasedloanperformanceoftheborrowers.

Regarding the distance between borrowers and OCSSCO,majority(68%)ofthem

disagree,(20%)ofthem wereremainneutralandtherest(12%)ofthem saidagree.This

portrayedthatasthedistancebetweenborrowsresidenceplaceandOCSSCOhasnot

takenasfactorsofgroupbasedloanperformance.
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Inaddition,participantswerealsoaskedaboutthedistancebetweenbusinessarea

OCSSCOmicrofinance,majority(63%)ofthem disagree,(25%)ofthem neutral,(12%)of

them wereagree.ThisindicatedthatareaofbusinessOCSSCOhasnoeffectongroup

basedloanpaymentperformanceregardingthesourcesofincomethatborrowers

monthlyobtainedhasimpactsgroupbasedonloanperformance,majority(67%)of

them were agree,(21%)ofthem werebeingneutralandtherest(11%)ofthem were

disagree.Thisindicatedthatthesourcesofincomeoftheborrowershasimpacton

groupbasedloanperformanceoftheborrowers.

Participantswerealsoaskedabouthownumbersofborrowersineachgroupaffecting

groupbasedloanperformance,majority(63%)ofthem wereagree,(25%)ofthem were

being neutral,and therest(12%)ofthem weredisagree.Thisindicated thatthe

numbersoftheborrowersineachgroupisreallyaffectingthegroupbasedloan

paymentperformance.

Astable4.1alsoindicatedthatmajority(64%)oftheirrepliedthatagree,(23%)ofthem

wererepliedthatneutral,(12%)ofthethem wererepliedthatdisagree.Thisrevealed

thathowthedetailthegroupmembersknoweachotherisresponsibleforthefailureof

groupbasedloanrepaymentperformances.

Participantwerealsoaskedabouthow particulargroupmembersareresponsiblefor

othergroupmembers,majority(68%)oftheparticipantswererepliedagree,(20%)of

them werebeingneutral,(12%)ofthem weresaiddisagree.Thisindicatedthathow

particulargroupmembersareresponsiblefortheothergroupmembersisbigfactors

forgroupbasedloanpaymentperformance.

Regarding,theprior&thepastfeelingeachmembersadapttosuedfailuretopaythe

loan,majority(66%)ofthenweresaidthatagree,(22%)ofthem werebeingneutral,(11%)

oftheparticipantssaidthatdisagree.thisshowthattheprior&thepostfeelingeach

membersadapttosuedfailuretopaytoloanhasimpactonthegroupbasedloan

performance.

Participantswerealso asked abouthow thewaygroup leadersmonitortheloan

utilizationhasimpactonthegroupbasedloanperformance,majority(62%)ofthe
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participantweresaidthatagree,(23%)ofthenwereneutral,(15%)ofthem were

disagree.Thisshow thatthewaygroupmembermonitorstheloanutilizationhas

impactsongroupbasedloanrepaymentperformance.

Concerningthegroupliabilityinwithallgroupmembersarecomingtogetheristhefore

mostfactorsthathinderthegroupbasedloanperformance,majority(61%)ofthem said

agree,(27%)ofthem werebeingneutral(12%)ofthem saiddisagree.Thisindicated

thatasthegroupliabilityofeachgroupmembersistheforemostfactorsthataffecting

thegroupbasedloanperformance.

Regarding theloan sizeand conflictamong theborrowers,majority(60%)ofthe

participantsweresaidagree,(30%)ofthem werebeingdisagreeso,thisportrayedthat

theloansize&conflictamongtheborrowersistheanotherfactorsaffectinggroup

basedloanperformance.

Inaddition,participantswerealsoaskedabouthow livingstandardoftheborrowers

influence thegroup based loan performance,majority(65%)ofthem replied that

agree,(27%)oftheparticipantsweresaidneutral,and(7%)oftheparticipantsreplied

thatdisagree.Theseconfirm thattheliving standard oftheborrowersisdirectly

influencethegroupbasedloanperformance.

Participantswerealsoaskedabouthowenvironmentalconditionthatleadersborrowers

areliving affectthegroup based loanperformance,majority(63%)ofthem were

disagree,(27%)ofthem werebeingneutral,and therest(9%)ofthem wereagreeThis

indicatedthat,environmentalconditionsinw/cleaders&borrowersarelivingisnot

affectingthegroupbasedloanpaymentperformances.

Finally,respondentswerealsoaskedabouthowlackofawarenessisthemostfactors

affectinggroupbasedloanpaymentperformance,majority(65%)ofthem repliedagree

(27%)oftherespondentssaidthatneutral,andtherest(7%)ofthem weredisagree

aboutit.so,thisrevealedthat,lackofawarenessoftheborrowersareaffectingthe

groupbasedloanpaymentperformance.
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4.2.Analysisonfinancialinstitution

Table.4.2.Financialinstitutionrelatedfactors

 Statements
Strongly
disagree Agree Neutral Disagree

Strongly
agree

Mean SD

Thetimeloanissuedbythe

lenderorganization 13(8.7%) 82(54.7%) 41(27.3%) 12(8.0%) 2(1.3%)

2.22 .92

Theloansizegivenbythe

organization. 19(12.7%) 77(51.3%) 10(6.7%) 2(1.3%) 1(7%)

2.19 .88

Thefrequencyofcollection

offeredbytheOCSSOC. 15(10.0%) 82(54.7%) 36(24.0%) 16(10.7%) 1(7%)

2.32 .93

Therepaymenttimesetby

theOCSSCOmicrofinance 13(8.7%) 85(56.7%) 36(24.0%) 15(10.0%) 1(7%)

2.29 .90

Therepaymentschemeof

theOCSSCOsetbymicro

finance 12(8.0%) 88(58.7%) 41(27.3%) 8(5.3%) 1(7%)

3.53 1.22

Interestrateforcreditsetby

OCSSCOmicrofinance 15(10.0%) 90(60.0%) 32(21.3%) 12(8.0%) 1(7%)

2.39 .89
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Lackofproperfollowupof

theloanofficers 15(10.0%) 93(62.0%) 29(19.3%) 12(8.0%) 1(7%)

2.37 .97

Weaklegalenforcementfor

defaulters 18(12.0%) 85(56.7%) 32(21.3%) 12(8.0%) 3(2.0%)

2.32 .84

Improperuseoftheloan 19(12.7%) 87(58.0%) 27(18.0%) 14(9.3%) 3(2.0%) 2.2 .82

Lackofinterestfordoing

business 16(10.7%) 87(58.0%) 33(22.0%) 11(7.3%) 3(2.0%)

2.32 .75

Lackoftrainingondifferent

microfinanceservice(credit,

saving,insurance,loanand

others)givenbymicro

finance 17(11.3%) 92(61.3%) 26(17.3%) 14(9.3%) 1(7%)

2.41 .83

Thestatusofloanofficers

tocheckthestatusofthe

loanrepayments 10(6.7%) 89(59.3%) 35(23.3%) 15(10.0%) 1(7%)

2.23 .82

Sources:OwnSurvey,2020

Inadditiontoborrower’srelatedfactors,respondentswerealsoaskedaboutfinancial

institution factors thataffecting the group based loan paymentperformance of

OCSSCO,whichareanalyzedandinterpretedasfollow.

Astable4.2indicatedthat,majority(63%)oftheparticipantsrepliedthatdisagree,(27%)

oftheparticipanttowererepliedneutral,andtherest(9%)oftheparticipantsreplied

agree.Thisshow thatthetimeloanissuedbytheleaderoftheorganizationisnot

influencingthegroupbasedloanpaymentperformance.

Participants were also asked abouthow the loan size given bythe organization

affectinggroupbasedloanpaymentperformance,&majority(64%)ofthem saidagree,

(27%)ofthem werebeingneutral,(9%)ofthem saidthatdisagree.Thisindicatedthat

theloansizegivenbytheorganization.

RegardingthefrequencyofcollectionofferedbytheOCSSCO,majority(65%)ofthe

participantsrepliedthatagree,(24%)ofthem areneutral,andothers(11%)ofthem

replieddisagree.thisindicatedthatthefrequencyofcollectionofferedbytheOCSSCO

istheamongthefactorsthataffectinggroupbasedloanpaymentperformance.
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Concerning thepaymenttimesetbytheOCSSCOmicrofinancemajority(65%)ofthe

participantsrepliedthatagree,(24%)oftheparticipantneutraland(11%)ofthem said

thatdisagree.so.thisconfirm thattherepaymenttimesetbytheOCSSCO micro

finance.

ParticipantswerealsoaskedaboutrepaymentschemeoftheOCSSCOsetbythemicro

financemajority(67%)oftheparticipantsweresaidagree,(27%)ofthem wereneutral

andtherest(6%)ofthem saiddisagreethisindicatedthat,therepaymentschemeof

theOCSSCOsetbymicrofinance.

ParticipantswerealsoaskedaboutinterestrateforcreditsetbyOCSSCOmicrofinance.

majority(70%)ofthem wereagree,(21%)oftheparticipantswerebeingneutral,and

therest(9%)ofthem weredisagree.thisportrayedthatinterestrateforcreditsetby

OCSSCOofthemicrofinanceisaffectingthegroupbasedloanrepaymentperformance

.

Regarding thelackofproperfollow upontheloanofficersmajority(72%)ofthe

participantssaidagree,(19%)oftherespondentsrepliedneutral,andtherest(9%)of

theparticipantssaidthatdisagree.thisportrayedthatlackofproperfollow upofthe

loanofficershasimpactsongroupbasedloanrepaymentperformance.

Participantswerealsoaskedabouthowweaklegalenforcementfordefaulters,majority

(69%)ofthem wereagree,(21%)ofthem werebeingneutral,andtherest(10%)ofthe

participantsweredisagree.Thisshowthattheweaklegalenforcementfordefaultersis

consideredasthemainfactorsforgroupbasedloanrepaymentperformance.

Inadditionimproperuseoftheloanisalsoonefactorthataffectinggroupbasedloan

repaymentperformance,bythatmajority(71%)oftheparticipantsaidagree,(18%)of

them areneutraland(11%)ofthem weredisagree.Lackoftrainingondifferentmicro

financeservice(credit,saving,insurance,loanandothers)givenbymicrofinance,

majority(73%)oftheparticipantsrepliedthatagree,(17%)ofthem wereneutral,of(10%)

oftheparticipantsweredisagree.Thisportrayedthatlackoftrainingondifferentmicro

financeservicesthatisgivenoncredit,saving,insuranceloanandothers.
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Finally,participantswerealsoaskedaboutthestatusofloanofficerstocheckthe

statusoftheloanrepayment,majority(66%)oftheparticipantsrepliedthatagree,(23%)

ofthem werebeingneutral,andtherest(11%)ofthem weredisagree.Theseconfirm

thatthestatusofloanofficerstocheckthestatusoftheloanrepaymentisthefactors

thataffectingthegroupbasedloanrepaymentperformanceinOCSSCO

4.3.Analysisonbusinessrelated

Table.4.3.BusinessRelatedfactors

 Statements
Strongly
disagree Agree Neutral Disagree

Strongly
agree

Mean SD

Thetypesofthebusiness

borrowersengagedonisbig

factorsofthegroupbasedloan

repaymentperformance 49(32.7%) 67(44.7%) 10(6.7%) 14(9.3%) 10(6.7%)

2.39 0.95

Howlongtheborrowers

experiencethebusiness 36(24%) 79(52.7%) 12(8.0%) 16(10.7%) 7(4.7%)
2.35 0.85

Lackofthemarketstudy

conductedbeforestartingthe

business 49(32.7%) 72(48%) 11(7.3%) 10(6.7%) 8(5.3%)
2.39 0.87

Lackofaccessbusiness

informationontheengaged 54(36.0%) 62(41.3%) 14(9.3%) 11(7.3%) 9(6.0%)
2.35 0.87
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business

Theuncomfortableofthesiteof

thebusiness 55(36.7%) 61(40.7%) 11(7.3%) 15(10.0%) 8(5.3%)
2.39 0.92

Sources:OwnSurvey,2020

Herearetheanalysisofthedatathatprimarilydealaboutfactorsrelatedwithbusiness,

soparticipantswereaskedabouthowthetypesofbusinessborrowersengagedonhis

impactsongroupbasedloanpaymentperformance,majority(77%)ofthem saidagree

(7%)ofthem repliedneutralandtherest(16%)ofthem saiddisagree.Thisrevealed

thatasthetypesofthebusinessborrowersengagedonhasimpactonthegroupbased

loanpaymentperformance.

Inaddition,participantswererepliedthatashowlongtheborrowersexperiencesinthe

businesshasimpactonthegroupbasedloanpaymentperformancebythatmajority

(77%)oftheparticipantsrepliedthatagree,(8%)ofthem werebeingneutral,and (15%)

oftheparticipantswerereplieddisagree

Furtherparticipantswerealsoaskedabouthowlackofmarketstudyconductedbefore

startingthebusinesshasimpact,ongroupbasedloanpaymentperformance,majority

(81%)ofthem wereagree(7%)ofthem wereremainneutral&(10% )ofthem said

disagree

Participantswerealsoaskedabouthow lackofaccessbusinessinformationonthe

engagedbusinessmajority(77%)oftheparticipantsaidagree,(9%)ofthem werebeing

neutral(13%)ofthem weresaiddisagree.Thisalsoconfirm thatlackofaccess

businessinformationontheengagedbusinesshasimpacts ongroupbasedloan

paymentperformance.

Finally,participantswerealsoconfirm bymajority(77%)disagree,(7%)ofthem were

neutral,and (15%)ofthem wereagreethattheuncomfortableofthesiteofthe

business hasnoeffectsongroupbased loanpaymentperformanceofthecustomers

ofOCSSOC
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4.4.Analysisonpurposeoftheborrowingmoney
Table4.4:Factorsrelatedtothepurposesofborrowedmoney.

 Statements
Strongly
disagree Agree Neutral Disagree

Strongly
agree

Mean SD

Mostofthecustomersare
borrowedtopaytheirdebtto
improvetheirnewbusiness 11(7.3%) 87(58.0%) 34(22.7%) 17(22.7%) 1(11.3%) 2.39

0.81

Borrowersaretakenmoneyto
expandtheirbusinessinwhich
theyareengagingon. 11(73.%) 84(56.0%) 37(24.7%) 15(10%) 3(2.0%)

2.33 0.83

Mostofthecustomersare
borrowstopayschoolfeefor
theirsonsanddaughters 17(11.3%) 77(51.3%) 43(28.7%) 11(7.3%) 2(1.3%)

2.37 0.83

Afewofthecustomers
borrowedtopurchase
agriculturalinputsandqualities
oftheexistingproducts. 14(9.3%) 79(52.7%) 43(28.7%) 14(9.3%)

2.37 0.81

Mostloansareborrowedto
solvethedailylifeofthe
people 10(6.7%) 10(6.7%) 85(56.7%) 44(29.3%) 1(7%)

2.32 0.73

Theborrowersareborrowed
loanaimingtoimprovetheir
livingstandards 1(7%) 5(3.3%) 17(11.3%) 88(58.7%) 39(26%)

2.29 0.78

Theborrowersareborrowed
forthepurposeofleisureand
joyfuloftheirlife 2(1.3%) 4(2.7%) 19(12.7%) 78(52.0%) 46(30.7%)

2.27 0.78

Mostcustomersareborrowed
tocultivatetheirharvesting 4(2.7%) 20(13.3%) 77(51.3%) 48(32.%) 1(7%)

2.23 0.75

Theborrowersutilizedthe
moneyforthepurposeof
horticulture,thatincluded
bearinglivestocklikesheep
anoxenandcows 8(5.3%) 15(10.0%) 74(49.3%) 53(35.3%)

2.3 0.92

Theborrowersaretaken
loantoimprovetoensure
modernagricultural
products 1(7%) 4(2.7%) 18(12.0%) 76(50.7%) 51(34.0%)

2.2 0.82

Mostmoneyarespendon
theconstructionofliving
house 2(1.3%) 4(2.7%) 13(8.7%) 78(52.0%) 53(35.3%)

2.24 0.76

Sources:Ownsurvey,2020

Asitcanbeonshowntable4.4majority(65%)oftheparticipantsrepliedthatdisagree,

(23%)ofthem saidneutralandtherest,(12%)oftheparticipantsrepliedagree.This

revealedthatascustomersofOCSSCOdonotborrowedmoneytopaytheirdebtto

improvetheirnewbusiness.

Participantswerealsoaskedabouthow borrowersaretakenmoneytoexpandtheir
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business,majority(63%)ofthem agree,(25%)oftheparticipantswerebeingneutral,

andtherest(12%)ofthenwerereplieddisagree.Thisshow thatmostborrowedare

takenmoneytoexpandtheirbusinessinw/ctheyengagedon

Regardingthehowborrowersareborrowedmoneytopayschoolfeefortheirsonsof

daughters,majority(63%)oftheparticipantswererepliedthatdisagree(29%)ofthe

participants were remain neutral& (8%)ofthem were agree.This confirm that

borrowershasnotborrowedmoneyforschoolfeesoftheirsons& daughters,so,

schoolfeesthathaspaidbyparentsfortheirsoas&daughtersarenotfactorsthat

affectingthegroupbasedloanrepaymentperformanceoftheborrowers.

Participantswere also asked abouthow a few customersborrowed to purchase

agriculturalinputs and qualities ofthe existing products,majority (62%)ofthe

participantswerereplieddisagree,(29%)ofthem wereneutral,andtherest(9%)ofthem

were agree.This confirm thatcustomers are notborrowed money to purchase

agriculturalinputsqualitiesoftheexistingproducts

Regardinghowmostloansareborrowedtosolvethedailylifeofthepeoplemost(86%)

oftheparticipantswererepliedagree,(1%)ofthem werebeingneutralandtherest

(13%)oftheparticipantsweredisagree.Thisimpliedthatmostloansareborrowedto

solvethedailylifeofthepeople

Asmajority(85%)oftheparticipantsagreethatborrowersareborrowedloanaiming to

improvetheirlivingstandards,(11%)ofthem saidneutral,& therest(4%)replied

disagree.

Inadditionborrowerswereaskedabouthowborrowersareborrowedforthepurposes

ofleisureandjoyfuloftheirlife,majority(83%)ofthem weredisagree,(13%)ofthem

were neutral,& (4%)ofthem were agree.Thisportrayed thatborrowersare not

borrowedforthepurposesofleisure’sandjoyfuloftheirlife

Participantswerealsoaskedabouthowtheyareborrowedtocultivatetheirharvesting,

majority(83%)oftheparticipantsweredisagree(1%)ofthem werebeingneutral,about

(16%)ofthem wereagree.Thisrevealedthat,customers were borrowedmoneyfrom
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OCSSCO arenotforthepurposesofcultivatetheirharvesting.

Regardinghow theborrowedmoneyisinvestedonhorticulturethatincludesbeaning

livestockoxenandsheep,majority(85%)ofthem were disagreeand(15%)ofthem

weresaidagree.thisconfirm that,customersarenotengagedonhorticulturethat

includesbearingoflivestocklikesheep,cows&oxen.

Inadditionparticipantswerealsoaskedaboutwhetherborrowsaretakenloanto

improvetoensuremodernagriculturalproduct,majority(85%)oftheparticipantssaid

thatdisagree,(12%)ofthem wererepliedneutral,andtherest(3%)oftherespondents

weresaidagree.sothisimpliedthat,customersarenotborrowedloantoensuretheir

agriculturalproducts.

Finally,participantswerealsoaskedabouthow theborrowedmoneyisspendon

constructionoflivinghousemajority(87%)oftheparticipantswereagree,(9%)ofthen

wereneutral,andthe(4%)ofthem replieddisagree.Thisindicatedthatsomeborrowers

arespendtheirmoneyonconstructingtheirownlivinghouses.

4.6.Discussionofthefinding
Governmentregulation/politicallegalfactorhadpositiveimpacttoperformanceofloan

repaymentperformance.Theresultsofthekeyinformantortheconcerningstakeholder

like micro finance also described problem abouttrade licensing and registration

bureaucracy and governmentdoesn’trecognize the tax exemption,initiating by

supporting finance and working capital.Themain headacheoftheenterpriseis

corruptionthatoccursduringformationofmemberwithoutruleandregulationby

professionals.The lasthindrance ofthe governmentregulation system are the

institutionalstructureorsystem thatmakesthepeoplefeelboringtogettheserviceof

governmenttolegalizeorotherserviceoftheirbusiness.

Whileworkingplacelikeshadeworkingpremisestudyrevealedplacethatareproximity

to thecenter,shading,working premiseaffectto greatextent,thesestudyalso

supportedbyissueoflandprovisionandthelandleasesystem hasgreatlyconstrained

thechancesof microfinancewhoaspiretostartupbusinesses.Thisvariablehasa



41

staticallystrongrelationwithperformanceofmanufacturing.Whenthereaccessible

working place,shade and reasonable house rentthere were a greatsignificance

incrementingroupbasedloanrepaymentperformance.

Theresultofkeyinformantlikemicrofinancesaidthattheenterprisefaceproblem like

shading,workingplace.bytheseprominentfactortheenterprisedispersedindifferent

unmarketableplacewhichwerenotfavorableformarket,asresulttheenterpriseended

upwithinshortperiodoftime.Duetolackofworkingplaceandshading,thepeopleare

rentworkingplaceinhighcostsotheycan’trepaytheirdebteasily.Tominimizethis

problem,wearedoing now working shadeand working placewhich arenearto

proximitytomarket.

The study soughtthatabouttechnologicalfactorlike lack ofinformation and

unreachabilityofpropertoolsandmaterial,lackofskillandknowledgetohandlenew

technology,expensivenessorlackofcapitaltoacquirenewtechnologyandunableto

selectpropertechnologyareimpactedagreatextentloan repayment performance.

Studysupportedchoiceoftechnologyandinnovativecapacityisanotherimportant

factordetermininggrowthofmicrofinance.

Italsofocusesonincrementalchoiceandsuitabilityofavailabletechnologiestothe

productionandmarketenvironmentofmicrofinancesooperatinginenvironmentof

unskilledandlargelabormarket,lowincomeconsumermarket,andlowqualityinputs.

Choiceoftechnologyandinnovativecapacityisanotherimportantfactordetermining

growthofloanrepaymentperformance.

Studyresultintechnologicalfactorsuchadequateoftechnologicalinput,knowledgeto

utilizedifferentmachineandtechnologicalproductanddiffusionoftechnologyhave

greatimpactonperformanceofoneparticularbusinessespeciallyinmanufacturing

thatwerecapitalintensive.

Thepointoutthoselow technologicalcapabilitieshindersand discouragesmicro

financefrom fullyreachingtheirpotential.Thisvariablehasastaticallystrongrelation

with performance ofmanufacturing.According to key informant,in adequate of

technologicalinput,lackofknowledgetoutilizedifferentmachineandtechnological
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productandinavailabilityoftechnologyhavegreatimpactonperformanceofone

particularbusiness especiallyin loan repaymentperformance thatwere capitals

intensive.

Astheintervieweefoundthattheperspectiveofbasicinfrastructureinterruptionof

electricpower,lackofwater,energyinadequatetransportation and otherworking

conditionarethemajorobstacleofenterprisedevelopmentinthistown.Thestudyalso

establishedthatinavailabilityofmanagerialskillsandexperiencethatresultspoor

organizationandlackofcommunication,lackoflowcostandaccessibletrainingfacility,

lackofwell-trainedandeducatedmanagerandowner,improperhumanfinancialand

materialmanagementaffectsthegroup based loanrepaymentasagreatextentin

OCSSCO.

Inmostofthestudiesdonethecommonlycitedcauseofsmallbusinessesfailureis

poormanagementandtheoveralleffectsofmanagementfactoronperformanceof

manufacturingchallengesorregretbuckasagreatextent.Thisimpliedthatlackof

managerialskill,experience,poororganizationstructureandinadequatetrainingare

themajorbottleneckproblemsofgroupbasedloanrepaymentperformance.

The keyinformantorstake holderlike smalland micro enterprise resultofthe

enterprisehasorassignsmanagerinalltypesofenterprise,buttheydon’thave

adequatemanagerialskillorrole.Moreofarenottakethecourseordisplaceof

management,buttheytryleadorcoordinatetheoverallactivityofthebusinessbyrule

ofthumb.Sowehavedoingnowgivedifferenttrainingandskilltothemanagerandthe

employeewithourstakeholdersoftechniqueandvocationalinstitutionbykaizen,

interpersonalskill.

Thestudyalsoidentifiedentrepreneurialfactorthatlackoftolerancetoworkhard,lack

ofreadinesstolearntoimprovetochange,lackofcreativityflexibilityandadaptability

to new ideaandlackofentrepreneurshiptrainingchallengingtheloanrepayment

performanceasagreatextentortheyregretbuckorbottleneckofmanufacturing

developmentinOCSSCO .Inadditiontothesetheoveralleffectsofentrepreneurial

factoraffectsagreatextentofmanufacturingenterprise.Theseindicatedthatcreativity,
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flexibility,adaptabilityandlackofentrepreneurialworkshoportrainingarehangedthe

loanrepaymentperformance.Andresultarestillnowthereisnothetrendofcreating

newthingashabitandthereisnoworkshopcenterofforinnovationandinventionnew

thingsinthesetown.Themembersduetohavelackofknowledgepreparingbusiness

plan,theirbusinesseffectivenessandproductivityarenotclearlyvisibleandwithin

shortperiodoftimebecomeclosed.

Thekeyinformantorstakeholderslikemicrofinanceandtechnicalandvocational

trainingresultalsoshowedthat,thereisnothetrendofcreatingnewthingashabitand

thereisnoworkshopcenterofforinnovationandinventionnewthingsinthesetown.

Themembersduetohavelackofknowledgepreparingbusinessplan,theirbusiness

effectivenessandproductivityarenotclearlyvisibleandwithinshortperiodoftime

becomeclosed.

Thestudysoughtaboutfinancesincedistinguished in chaptertwo,an organized

financialinstitutionpermitstheenterprisespecificallymicrofinance tohaverightto

usetofinancialservice(loanorcreditprovision)aswellasnon-financialservices

(provisionofdifferenttraining),whichtheyareoftendenied.

Thepromotionofthissectorisacceptableonthebasesthatimprovingexpansionwith

equity,creatinglong-term jobs,providingthebasisformicrofinance.Theindustrial

growth plan places a means to supportthe micro finance institution such as,

infrastructure,financialfacilities,supplyofrawmaterials,andtraining.Secondly,apart

from financialservices,microfinanceinstitutionsalsoofferednonfinancialservicesto

loan performance. The major non-financialservices supplied by microfinance

institutionsandtechnique/vocationaltraininginstitutionweresettingupbusinessplan

andmonitoringandsupervising,bookkeeping,entrepreneurialtraining,skilltrainingand

production training.Finally,the deliveryofmicrofinance institutions products and

serviceshadtransactioncostresultsinordertohavelargeroutreach.Microfinance

institutionsvisittheircustomersinsteadofthem toapproachtotheinstitutionthus

decliningthecostthatcustomersmayexperiencefrom,thestudyalsorevealthatthe

return ortherepaymentperiod oftheloan istoo shortisthemajorproblem of

enterprisetosustainliquidity strengthandcapitalaccumulation.Limitedaccessto
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financemeansthattheentrepreneursmaynotbeinapositiontotakeonopportunities

asandwhentheyarise.

Accordingtokeyinformantresulttheenterprisemainlygainfundorborrow from

Oromia creditand saving institution by fulfilling theircriteria like collateraland

compulsory/20percentpre-loansavingmethods.Collateralcriteriawereusedbythe

institutionstofinancemicroandsmallenterprisesfirstthefirmsformedbythegroup

andprovidedbusinessplanafterthateachfirm membermakehis/hercollateralthen

themicrofinancebringtheloanrepaymenteffectively

Whenthereismarketchain,usedifferentpromotionaltechniqueandlinkagebetween

different stake holders there were significance increment in loan repayment

performance.Thestudyestablishedthatmarketingfactorthosearemarketlinkage,

promotionaltechnique,customerhandlingandawarenesscreationaboutpatronageor

localproductaffectthe performance ofmanufacturing as a greatextent.Poor

awarenessaboutmarketingtool,promotionaltechniqueabsenceofmarketlinkage

hinderstheperformanceofmanufacturing.

Generalquestionstointervieworkeyinformantregardingtowhatareotherproblem(s)

did you faced regarding the overallthe factors affecting the group based loan

repaymentperformance.Basedonthisquestiontherespondentsstatedthatthereis

lack ofmoralin operator,lack ofattitude towards business,politicalinstability,

competition,education,andlackofregularfollow upofperformanceevaluationfrom

concerningbody.

Generallyperformanceofgroupbasedloanrepaymentperformance inJimmatown

obstructed as greatextentby political-legalorgovernmentregulation factor,

Entrepreneurship factor,marketing factor,accessibilityofbasic infrastructure ,

financialfactor,workingplacefactor,Technologicalfactorandmanagementfactor,

rankedaccordingtotheirpotentialtoaffecttheperformanceofgroupbasedloan

repaymentperformance.
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ChapterFive

5.MajorFinding,ConclusionandRecommendation

5.1MajorFinding

Baseon the resultthatobtained from both quantitative and qualitative data,the

followingmajorfindingweredrawnandthemajorfindingofthestudywasinlinewith

basicresearch questions,Whatarethe majorfactorsthataffectloan repayment

performanceofborrowersinOCSSCO?.Towhatextenttheborrowersareinfluencedby

thefactorsaffectingtheirrepaymentperformance.Whatarethemajorchallengesfaced

byOCSSCOJimmabranchinthecollectionprocessrelated?

Asmajority(65%)oftheparticipantswereagreethisshowthatthenumberofchildren

borrows affecting the group based loan repaymentperformance athouse level.

Participantswerealsoaskedaboutsimilaritybetweenbusinessandresidenceplace

influence,majority(61%)ofthem replieddisagreethisconfirm thatasthebusinessand

residenceplacehasnoinfluenceongroupbasedloanrepaymentperformanceofthe

borrowers.

Regarding the distance between borrowers and OCSSCO,majority(68%)ofthem

disagreeandthisportrayedthatasthedistancebetweenborrowsresidenceplaceand

OCSSCOhasnottakenasfactorsofgroupbasedloanperformance.
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ParticipantswerealsoaskedaboutthedistancebetweenbusinessareaOCSSCO

microfinance,majority(63%)ofthem disagree,thisindicatedthatareaofbusiness

OCSSCO hasnoeffectongroupbasedloanrepaymentperformance.Regardingthe

sourcesofincomethatborrowersmonthlyobtainedhasimpactsgroupbasedonloan

performance,majority(67%)ofthem wereagreeandthisrevealedthatthesourcesof

incomeoftheborrowershasimpactongroupbasedloanperformanceoftheborrowers

.

Participantswerealsoaskedabouthownumbersofborrowersineachgroupaffecting

groupbasedloanperformance,majority(63%)ofthem wereagreeandthisconfirm

thatthenumbersoftheborrowersineachgroupisreallyaffectingthegroupbasedloan

repaymentperformance.

As majority(64%)agree thathowthedetailthegroupmembersknoweachotheris

responsibleforthefailureofgroupbasedloanrepaymentperformances.

Participantwerealsoaskedabouthow particulargroupmembersareresponsiblefor

othergroupmembers,majority(68%)oftheparticipantswereagreethathowparticular

group membersare responsible forthe othergroup membersisone factorsfor

inefficientgroupbasedloanrepaymentperformance.

Regarding,thepriorandthepastfeelingeachmembersadapttosuedfailuretopaythe

loan,majority(66%)ofthenwere agree thatthepriorand thepostfeelingeach

membersadapttosuedfailuretopaytoloanhasimpactonthegroupbasedloan

performance.

Participantswerealso asked abouthow thewaygroup leadersmonitortheloan

utilizationhasimpactonthegroupbasedloanperformance,majority(62%)ofthe

participantwere agree thatthewaygroupmembers monitorstheloanutilizationhas

impactsongroupbasedloanrepaymentperformance.
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Concerningthegroupliabilityinwithallgroupmembersarecomingtogetheristhefore

mostfactorsthathinderthegroupbasedloanrepaymentperformance,majority(61%)

ofthem agreethisindicatedthatasthegroupliabilityofeachgroupmembersisthe

foremostfactorsthataffectingthegroupbasedloanrepaymentperformance.

Regarding theloan sizeand conflictamong theborrowers,majority(60%)ofthe

participantswereagreeandthisportrayedthattheloansize&conflictamongthe

borrowersistheanotherfactorsaffectinggroupbasedloanperformance.

Inaddition,participantswerealsoaskedabouthow livingstandardoftheborrowers

influencethegroupbasedloanperformance,majority(65%)ofthem agree,whichalso

confirm thatthelivingstandardsoftheborrowersisdirectlyinfluencethegroupbased

loanrepaymentperformance.

Participantswerealsoaskedabouthowenvironmentalconditionthatleadersborrowers

areliving affectthegroup based loanperformance,majority(63%)ofthem were

disagree which indicated that,environmentalconditions in which leaders and

borrowers are living is notaffecting the group based loan repaymentpayment

performances.

Respondentswere also asked abouthow lackofawarenessisthemostfactors

affectinggroupbasedloanpaymentperformance,majority(65%)ofthem agreeand

thisrevealedthat,lackofawarenessoftheborrowersareaffectingthegroupbased

loanrepaymentperformance..

Asmajority(63%)oftheparticipantsdisagreethatshowthatthetimeloanissuedby

theleaderoftheorganizationisnotinfluencing thegroupbased loanrepayment

performance.

Participants were also asked abouthow the loan size given bythe organization

affectinggroupbasedloanrepaymentperformance,andmajority(64%)ofthem agree,

thisindicatedthattheloansizegivenbytheorganizationhasoneofthefactors

affectingthegroupbasedloanrepaymentperformance

RegardingthefrequencyofcollectionofferedbytheOCSSCO,majority(65%)ofthe
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participants agree,this indicated thatthe frequencyofcollection offered bythe

OCSSCO is the among the factors thataffecting group based loan repayment

performance.

ConcerningtherepaymenttimesetbytheOCSSCOmicrofinancemajority(65%)ofthe

participantsagreeand thisconfirm thattherepaymenttimesetbytheOCSSCOmicro

finance.

ParticipantswerealsoaskedaboutrepaymentschemeoftheOCSSCOsetbythemicro

financemajority(67%)oftheparticipantswereagree,whichinturnindicatedthatthe

repaymentschemeoftheOCSSCO setbymicrofinanceisalsoamongthefactors

affectingthegroupbasedloanrepaymentperformance.

ParticipantswerealsoaskedaboutinterestrateforcreditsetbyOCSSCOmicrofinance.

Majorities(70%)ofthem wereagree,andthisportrayedthatinterestrateforcreditset

by OCSSCO ofthe micro finance is affecting the group based loan repayment

performance.

Regarding thelackofproperfollow upontheloanofficersmajority(72%)ofthe

participants agreeandthisportrayedthatlackofproperfollowupoftheloanofficers

hasimpactsongroupbasedloanrepaymentperformance.

Participantswerealsoaskedabouthowweaklegalenforcementfordefaulters,majority

(69%)ofthem wereagree,thisshowthattheweaklegalenforcementfordefaultersis

consideredasthemainfactorsforgroupbasedloanrepaymentperformance.

Inadditionimproperuseoftheloanisalsoonefactorthataffectinggroupbasedloan

repaymentperformance,bythatmajority(71%)oftheparticipantsaidagreesoaslack

oftrainingondifferentmicrofinanceservice(credit,saving,insurance,loanandothers)

givenbymicrofinance,majority(73%)oftheparticipantsagreeand thisportrayedthat

lackoftrainingondifferentmicrofinanceservicesthatisgivenoncredit,saving,

insuranceloanandothers.

Participantswerealsoaskedaboutthestatusofloanofficerstocheckthestatusofthe

loanrepayment,majority(66%)oftheparticipants agreeand thisalsotellusthatthe
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statusofloanofficerstocheckthestatusoftheloanrepaymentisthefactorsthat

affectingthegroupbasedloanrepaymentperformanceinOCSSCO.

Asmajority(77%)ofthem saidagree(7%)ofthem repliedneutralandtherest(16%)of

them disagreethatrevealedthatasthetypesofthebusinessborrowersengagedon

hasimpactonthegroupbasedloanrepaymentperformance.

Concerninghow longtheborrower’sexperiencesinthebusinesshaveimpactonthe

groupbasedloanrepaymentperformancesbythatmajority(77%)oftheparticipants

agreeontheraisedissue.

Asmajority(81%)oftheparticipantsconfirm thathowlackofmarketstudyconducted

beforestartingthebusinesshasimpact,ongroupbasedloanrepaymentperformance.

Participantswerealsoaskedabouthow lackofaccessbusinessinformationonthe

engagedbusinessmajority(77%)oftheparticipantagree andthisalsoconfirm that

lackofaccessbusinessinformationontheengagedbusinesshasimpactsongroup

basedloanrepaymentperformance.

5.2Conclusion
Basedonthemajorfinding,theresearcherforwardedthefollowingconclusion.Asthe

basicresearchquestionsandobjectivesofthisstudywereaboutthefactorsaffecting

thegroupbasedloanrepaymentperformance.Thefindingofthisstudyrevealedand

attemptedtoidentifiedaboutfourmajorchallengesorfactorsaffectinggroupbased

loanrepaymentperformanceinOCSSCOinJimmatown,thesewereborrowersrelated

factors,institutional(OCSSCO)related factors,business related factors and the

purposesoftheborrowedmoneywereidentifiedastheywereaffectingthegroup
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basedloanrepaymentperformanceofthisinstitution.

Therefore,asthefinalresultofthisstudyconfirm that,thegroup based loan

repaymentperformance ofOCSSCO ofmicro finance ofJimma town is weak ,

inefficientwhichismoreofdiscrepancythatdidnotleadthecustomerstoprofitability

andbeingsuccessfulintheirbusiness,duethefollowingsummarizedmajorfactors:

 Borrowersrelatedfactors(numbersofchildrencancustomershave,failure to

paytheloan,thewaygroupleadersmonitorloanutilization,groupliability)

 FinancialInstitution(OCSSCO) Relatedfactors(thetimeloanissuedbythe

lender,theloansize given byOCSSCO,thefrequencyofcollectionofferedby

OCSSCO,therepaymenttime setbytheorganization,interestratesetforthe

credit,lackoftheproperfollowupoftheloanofficers,weaklegalenforcement

forthedefaulters,andlackoftraininggiventocustomersoncreditandsaving

bytheorganization)

 BusinessRelatedfactors(thetypesofbusinessborrowersengagedon,how

longtheborrowersexperiencesondoingbusiness,lackofthemarketstudy

conductedbeforestartingbusiness,andlackoftheaccessinformation).

 PurposesofborrowedmoneyRelatedfactors(mostcustomerswereborrowed

moneytoimprove theirdailylivingconditionandattempttolivestandardlife,

ratherthanengagedonthefurtherbusiness)



51

5.3.Recommendation

Basedonthemajorfindingandconclusionofthisstudy,theresearcherforwardsthe

followingrecommendation:Asitisalreadyidentifiedthatfactorsaffectingthegroup

basedloanrepaymentperformanceinOCSSCOwasreliedontheborrowed,business,

institutionalandpurposeoftheborrowedmoney.Therefore,havingsayingthis,the

researcherwouldliketogivethefollowingrecommendationbasedonthefindingofthe

study:

 TheOCSSCOhastobefollowuptheborrowers,trainingonthecreditandsaving

hastobegivenfortheborrowers

 Thetimeoftherepaymenthastobemodified;theinterestratehasalsobe

revisedaspertheincomeoftheborrowers.

 TheOCSSCOhastoconsiderfactorsaffectingthegroupbasedloanrepayment

performancebeforelendingmoneytocustomers.

 Themicrofinanceinstitution(OCSSCO)hastogivesomeawarenessabouthow

thecreditandsavingsharecompanyisperformingaswellasitsgroundrules

forthegroupmembers.

 TheOCSSCO alsomakesurethathow eachandeverygroupmembershas

knowneachotherandmakestudyontheirbackgroundbeforelendingmoneyto

them.

 Thebusinessareainwhichtheborrowershastoengageonalsohastobe

studiedandneedprogressivefollowupbytheOCSSCO.

 Theloanofficershastobecheckthestatusofloanrepaymentperformance

 Frequency ofcollection offered by the OCSSCO also needs modification

becausethecustomerswereunabletorepayloanwithinallocatedtime.

 Thegroupliabilityofthemembershastobeevaluatedseriously,becausesome

groupwerecomefrom differentarea,thathasitsownimpactsonthegroup

basedloanrepayment.
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APPENDIXESA

JIMMAUNIVERSITY

COLLEGEOFBUSINESSANDECONOMICS

DEPARTMENTOFBANKINGANDFINANCE

QUESTIONNAIRETOBEFILLEDBYOCSSOC EMPLOYEE

DEARRESPONDENTS!

Themainobjectiveofthisstudyistoassessthefactorsthataffectinggroupbasedloan

repaymentperformance:ThecaseofOCSSCO,Microfinance ,inJimmabranch.Your

responseshavehighvalueformyresearchanditisintendedonlyforacademicpurpose

authorizedbyJimmaUniversity.Thus,yourideasandcommentsarehighlyhonoredand

keptconfidential.

Yourfrankresponseandvaluablesupportinrespondingtothequestionsraisedhas

paramountimportancetothesuccessofthestudy.Hence,Irequestyoutofillthe

questionnairecarefullyand atyourbestknowledgein allregard.Thequalityand

quantityofinformationyouprovidedeterminestheultimatereliabilityofthestudy.To

assureyouthatallverbalandwrittenresponseareconfidentialornotexposedto

anyone.Forgenuinelydoingsobydevotingyourtimeandexertingefforts,Iam really

verygratefultoyou.

Thankyouverymuchinadvanceforyourcooperationandforsacrificingyourinvaluable

time!!!

FantahunAsfaw (MastersCandidate)
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MobileNo:0913304819

E-mailaddress:

JimmaUniversity

Ethiopia

NB.

Youdon’tneedtowriteyourname

Whereeveryouseevaguequestion,youfranklyinform totheresearcher.

GeneralInstruction:Readthefollowingitemsandrespondtoeachquestionbyputting

atickmark/√/toyourchoice;pleasedon’tleavequestionswithoutanswering.

Partone:BackgroundInformation

Put“√”marksinboxgivenforyourchoice

1.Sex:-Male Female

2.Maritalstatus A.Married B.Single

3.Age

A)22-25

B)26-30

C)31-40

D)41andabove

4.Qualification

A)Diploma

B)1stdegree

C)2nddegreeandabove

5.Serviceyearinyourcareerfunctioning

A.01-05

B.06-10

C.11-15

D.16andabove
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PartTwo:Instructiononhowquestionscanbefilled

The following questions are designed with 5 alternatives which encompass the

indicatorsofthefactorsthataffectingthegroupbasedloanperformance.Therefore,

youarekindlyrequestedtoidentifythefactors thataffectingyourgroup basedloan

performance iscurrentlylookingforandputatickmark/√/forallquestions.The

numbersinthetopofthetablesindicateshowyoumeasuretheindictors,soyouhave

tousethenumbersthatrepresentthescaleasfollow.PleasestateyourPleasestate

yourAgreementsandDisagreementsforthefollowingstatementsonthefactorsthat

affectingthegroupbasedloanrepaymentperformance.

KEY: 5=stronglyagree,4=agree,3=Neutral,2=disagree,1=stronglydisagree

Items 5 4 3 2 1

1 Questionsrelatedtofactorsaffectingthegroup

basedloanrepaymentperformance

1 BorrowerRelatedFactors

1.1 Thenumberofchildren youhaveisaffectyour

groupbasedloanperformance at thehousehold

level



57

1.2 Thesimilaritybetweenbusinessandresidence

placeishighlyinfluential

1.3 Thedistancebetweenyourresidenceplaceand

OCSSCOmicrofinanceinstitutioncanbetakenas

onemainfactors.

1.4 Thedistancebetweenyourbusinessareaand

OCSSOCMicrofinanceisrefersasbasicimpactsof

grouploanperformance

1.5 Thesourcesofincomeyoudailyormonthly

obtainedhasdirectimpactonyourgroupbased

loanperformance

1.6 Thenumbersoftheborrowersineachgroupis

reallyaffectingthegroupbasedloanperformance

1.7 Howdetailthegroupmembersknoweachotheris

responsibleforthefailuresofgroupbasedloan

performance

1.8 Howtheparticulargroupmembersareresponsible

forothergroupmembersisabigfactorsforgroup

basedloanperformance

1.9 Thepriorandthepostfeelingeachmembersadapt

tosuedfailuretopaytheloan

1.10 Thewayyourgroupleadersmonitortheloan

utilizationhasimpactonthegroup basedloan

performance
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1.11 Thegroupliabilityinwhichallgroupmembers

arecomingtogetheristheforemostfactors

thathinderthegroupbasedloanperformance.

1.12 Theloansizeandconflictamongtheborrowers

istheotherimportantfactorsinfluencinggroup

basedloanperformance

1.13 Thelivingstandardsoftheborrowersdirect

influencethegroupbasedloanperformance.

1.14 Theenvironmentalconditioninwhichthe

lendersandborrowersarelivingcanharm the

performanceofloanpayments.

1.15 Lackofawarenessandbeinginformedisthemost

factorsaffectingthegroupbasedloanpayment

performance
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2. Factorsrelatedwithfinancialinstitution(OCSSCO)

2.1 Thetimeloanissuedbythelenderorganization

2.2 Theloansizegivenbytheorganization

2.3 ThefrequencyofcollectionofferedbytheOCSSCO

2.4 TherepaymenttimesetbytheOCSSCOmicro

finance

2.5 TherepaymentschemeoftheOCSSCOsetbymicro

finance

2.5 InterestrateforcreditsetbyOCSSCOmicrofinance

2.6 Lackofproperfollowupoftheloanofficers

27 WeaklegalenforcementfordefaultersImproperuse

oftheloan

28 Lackofinterestfordoingbusiness

29 Lackoftrainingondifferentmicrofinanceservice

(credit,saving,insurance,loanandothers)givenby

microfinance

30 Thestatusofloanofficerstocheckthestatusof

theloanrepayments

31 Themannertheemployeeandloanofficersgive

servicesfortheborrowers

3 Factorsrelatedwithbusinessrelated

3.1. Thetypesofthebusinessborrowersengagedonis
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bigfactorsofthegroupbasedloanrepayment

performance

3.2. Howlongtheborrowersexperiencethebusiness

3.3. Lackofthemarketstudyconductedbeforestarting

thebusiness

3.4. Lackofaccessbusinessinformationonthe

engagedbusiness

3.5. Theuncomfortableofthesiteofthebusiness

4 QuestionsRelatedtothepurposesofborrowingmoney

1 Mostofthecustomersareborrowedto

paytheirdebttoimprovetheirnew

business

2 Borrowersaretakenmoneytoexpandtheir

businessinwhichtheyareengagingon.

3 Mostofthecustomersareborrowstopay

schoolfeefortheirsonsanddaughters

4 Afewofthecustomersborrowedto

purchaseagriculturalinputsandqualities

oftheexistingproducts

5 Mostloansareborrowedtosolvethedaily

lifeofthepeople

6 Theborrowersareborrowedloanaimingto
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improvetheirlivingstandards

7 Theborrowersareborrowedforthe

purposeofleisureandjoyfuloftheirlife

8 Mostcustomersareborrowedtocultivate

theirharvesting

10 Theborrowersutilizedthemoneyforthe

purposeofhorticulture,thatincluded

bearinglivestocklikesheepa,oxenand

cows

11 Theborrowersaretakenloantoimproveto

ensuremodernagriculturalproducts

12 Mostmoneyarespendontheconstruction

oflivinghouse

Openendedquestions

1.Suggestyourowngeneralcommentonborrowersfactorsthataffectgroupbased

loanrepaymentperformance?

--------------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------

2.Commentonthefactorsthatrelatedwithmicrofinanceinstitutionandaddother

factorsonthisregards?

--------------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------
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3.Giveyourfurtherresponseonthefactorsrelatedwithbusinessrelatedfactors,

specify?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------------------

4.Suggestyourfeedbackonthepurposeofthecustomersneedtoborrowloan?

APPENDIXESB
JIMMAUNIVERSITY

COLLEGEOFBUSINESSANDECONOMICS

DEPARTMENTOFBANKINGANDFINANCE

QUESTIONNAIRETOBEFILLEDBYOCSSOC EMPLOYEES

INTERVIEW QUESTIONSFORTHEMANAGEROFOCSSOCMICROFINANCE

Themainobjectiveofthisstudyistoassessthefactorsthataffectinggroupbasedloan

repaymentperformance.ThecaseofOCSSCO,Microfinance,inJimmabranch.Your

responseshavehighvalueformyresearchanditisintendedonlyforacademicpurpose

authorizedbyJimmaUniversity.Thus,yourideasandcommentsarehighlyhonoredand

keptconfidential.

Yourfrankresponseandvaluablesupportinrespondingtothequestionsraisedhas

paramountimportancetothesuccessofthestudy.Hence,Irequestyoutofillthe
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questionnairecarefullyand atyourbestknowledgein allregard.Thequalityand

quantityofinformationyouprovidedeterminestheultimatereliabilityofthestudy.To

assureyouthatallverbalandwrittenresponseareconfidentialornotexposedto

anyone.Forgenuinelydoingsobydevotingyourtimeandexertingefforts,Iam really

verygratefultoyou.

Thankyouverymuchinadvanceforyourcooperationandforsacrificingyourinvaluable

time!!!

FantahunAsfaw (MastersCandidate)

MobileNo:0913304819

E-mailaddress:

JimmaUniversity

Ethiopia

1.WhatarethechallengesthatyourbranchofOCSSCOmicrofinance?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------

2.WhatarethemostimportantopportunitieshasOCSSCOcontributesforthe

community?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------

3.Whatarethefactorsthataffectthegroupbasedloanperformanceinyourbranch?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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----------------------------------------------------------------

4.Whatattemptsyouaredoingtominimizethechallengesandfactorsaffectingthe

loanperformanceoftheborrowers?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------

5.Asthebranchmanagerofthismicrofinance,haveyoufacilitatedpreconditionfor

thecustomers?

APPENDIXESC

JIMMAUNIVERSITY

COLLEGEOFBUSINESSANDECONOMICS

DEPARTMENTOFBANKINGANDFINANCE

QUESTIONNAIRETOBEFILLEDBYOCSSCO EMPLOYEE

FocusgroupdiscussionfortheemployeeofOCSSCOMicrofinance

Themainobjectiveofthisstudyistoassessthefactorsthataffectinggroupbasedloan

repaymentperformance.ThecaseofOCSSCO,Microfinance,inJimmabranch.Your

responseshavehighvalueformyresearchanditisintendedonlyforacademicpurpose

authorizedbyJimmaUniversity.Thus,yourideasandcommentsarehighlyhonoredand
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keptconfidential.

Yourfrankresponseandvaluablesupportinrespondingtothequestionsraisedhas

paramountimportancetothesuccessofthestudy.Hence,Irequestyoutofillthe

questionnairecarefullyand atyourbestknowledgein allregard.Thequalityand

quantityofinformationyouprovidedeterminestheultimatereliabilityofthestudy.To

assureyouthatallverbalandwrittenresponseareconfidentialornotexposedto

anyone.Forgenuinelydoingsobydevotingyourtimeandexertingefforts,Iam really

verygratefultoyou.

Thankyouverymuchinadvanceforyourcooperationandforsacrificingyourinvaluable

time!!!

FantahunAsfaw (MastersCandidate)

MobileNo:0913304819

E-mailaddress:

JimmaUniversity

Ethiopia

1.AsemployeeoftheOCSSCOmicrofinance,whataremajorproblemsyoueverfacing

togiveservicesforcustomers?.Ifyousayyes,elaboratetheproblems

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------

2.Haveyoutreatandgivesatisfactoryservicesforthecustomers?.ifnot,explainthe

challenges?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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------------------------------------------------------------------

3.Doyouthinkthatborrowersaresatisfiedwithyourservices?.Explaininbothyesor

noresponses?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------

4.Doyouthinkthatloanbasedloanperformanceistheonlyproblemsofthemicro

finance?ifyousay,noexplainotherfactorsyouthinkasthefactorsthathinderthe

effectivenessoftheborrowers?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------

5.Doyouthinkthat,customersareeffectivelyusethemoneyborrowedfrom OCSSOC?.

Ifyousayno,explainanddiscussthedifficulties?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------




