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Abstract 
The study was conducted on microfinance institution in DECSI Maichew branch with primary 

objective of Assessment of Credit Management at branch level. Specifically the study was focus 

on credit policy in the institution, loan utilization, training mechanism, loan administration or 

follow up, clients visit, and measures to be taken for default to repay the loan at repayment 

schedule, sufficiency, training and collection of credits, the repayment period mostly used by 

customers, presence of follow up & supervision, purpose, agreement of loan and group lending. 

In this study both primary and secondary source of data was used and also used both open & 

close end questionnaires and structured interview to collect data from the employee, customers 

and management body of the institutions. Additionally the researcher was use proportionate 

stratified sampling technique to select customers and census technique to select employee 

because this avoids bias among respondents and enable to get relevant information from each 

and every employee and management body of DECSI. And also the researcher used descriptive 

method of data analyzing. 
 

Keywords: Credit policy, loan utilization, repayment schedule, and training & collection of 

credits 

 

1. Introduction 

The concept of credit can be traced back in 

history and it was not appreciated until and 

after the Second World War, when it was 

largely appreciated in Europe and later to 

Africa (Kiiru, 2004). Banks in USA gave 

credit to customers with high interest rates 

which sometimes discouraged borrowers 

hence the concept of credit didn’t become 

popular until the economic boom in USA in 

1885 when the banks had excess liquidity 

and wanted to lend the excess cash (Ditcher, 

2003). 

 In Africa the concept of credit was largely 

appreciated in the 1950’s when most banks 

started opening the credit sections and 

departments to give loans to white settlers.  

The development of micro-finance 

institutions in Ethiopia is a recent 

phenomenon. The proclamation, which 

provides for the establishment of micro-

finance institutions, was issued in July 1996. 

Since then, various micro-finance 

institutions have legally been registered and 

started delivering micro-finance services 

(Wolday, 2000). In particular, the Licensing 
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and Supervision of Micro-finance Institution 

Proclamation of the government encouraged 

the spread of Micro-finance Institutions 

(MFIs) in both rural and urban areas as it 

authorized them among other things, to 

legally accept deposits from the general 

public (hence diversify sources of funds), to 

draw and accept drafts, and to manage funds 

for the micro financing business (Getaneh, 

2005).  

A key requirement for effective credit 

management is the ability to intelligently 

and efficiently manage customer credit lines. 

In order to minimize exposure to bad debt, 

over-reserving and bankruptcies, companies 

must have greater insight into customer 

financial strength, credit score history and 

changing payment patterns. The ability to 

penetrate new markets and customers hinges 

on the ability to quickly and easily make 

well-informed credit decisions and set 

appropriate lines of credit. Credit 

management starts with the sale and does 

not stop until the full and final payment has 

been received. (Pandey, 2008) 

Micro-finance Institutions and other finance 

institutions must develop a credit policy to 

govern their credit management operations 

and since micro-finance institutions generate 

their revenue from credit extended to low 

income individuals in the form of interest 

charged on the funds granted the loan 

repayments may be uncertain. It may be 

difficult to establish an optimal credit policy 

as the best combination of the variables of 

credit policy is quite difficult to obtain. A 

firm will change one or two variables at a 

time and observe the effect. It should be 

noted that the firm’s credit policy is greatly 

influenced by economic conditions. As 

economic conditions change, the credit 

policy of the firm may also change (Panday, 

2008). 

Numerous approaches have been developed 

in client appraisal process by financial 

institutions. They range from relatively 

simple methods, such as the use of 

subjective or informal approaches, to fairly 

complex ones, such as the use of 

computerized simulation models (Horne, 

2007). Many lending decisions by micro-

finance institutions are frequently based on 

their subjective feelings about the risk in 

relation to expected repayment by the 

borrower. Micro-finance institutions 

commonly use this approach because it is 

both simple and inexpensive. 

While each company would have its own 

method of determining risk and quality of its 

clients, depending on the target group, the 

following client evaluation concepts are 

useful for most occasions. These concepts 

are referred to as the 5C’s of credit 

appraisal. These elements are Character, 

Capacity, Collateral, Capital and Condition 

(Edward, 1997). 

Credit management is a core function of 

banking and micro-finance institutions; it is 

generally divided in to two. They are the 

credit sanction and credit follow up 

function. The two functions may be 

organized in one or two units depending on 

the size of the organization. The credit 

sanctions deals with credit analysis, 

appraisal of  business and project 

negotiation of terms and conditions, credit 

approvals,  documentations,  disbursement  

of loans and advances.  On the other hand, 

credit follow up sanction deals with 

administration, credit monitoring, reviewing, 

managing credit portfolios and managing 

nonperforming loans (NPLs). Credit follow 

up sanction is the most important function of 

credit management, but in many cases lack 

of attention and emphasis (Mulat Demeke, 

2000). 

Effective credit management requires a 

capacity to monitor and manage credit 

comprehensive and efficiently, adequately, 

qualified efficient capable and sufficiently 

motivated.  Human recourses are a key 

element in effective credit. Credit 

management is a complicated and requires 

trading in different skills. There is a strong 
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need to develop internal capacity building 

fully utilizing and sustainable capacity. 

 

Statement of research problem 

Financial institutions are business entity 

includes financial and non-financial 

enterprises: which provide services as 

intermediaries of financial market. They are 

responsible for transferring funds from 

investors to companies in need of those 

funds. Financial institutions facilitate the 

flow of money through the economy. Most 

financial institutions are regulated by 

government. (Siklos, pierre, 2001). 

Micro-finance is one of   the financial 

institution that provide loans to clients to 

help them engage in productive activities 

and to raise their small business. Most of 

micro-finance institutions approve loans for 

productive purpose because income 

increment is positively indicator to which all 

development activities are addressed. 

(Daniel, 2010) 

Credit management is the core function of 

micro finance   institutions to deserve a 

special emphasis because it determines to 

very success or failure of such institutions. 

Crisis and bankruptcy of micro-finance 

institutions throughout the world show low 

credit management ranks as the highest 

contributor. Hence, it needs special attention 

to key elements the main one of effective 

credit management will develop credit 

policies and procedures. They provide the 

entire frame work for credit management 

processes.  It is very important that policies 

and procedures be written and well 

communicated to all that deal with credit 

management including the board, the 

management, the credit officers and other 

relevant employees. Without credit 

management policies and procedures, one 

could not think of managing   credit risk. If 

there is no credit policies and procedures 

credit decisions would become arbitrary 

subject to individual discriminatory and 

judgment and finally lead to corruption 

(Mulat Demeke, 2002) 

A Study on micro-finance credit recovery 

systems is a topic of considerable interest by 

many researchers. However, most studies 

undertaken in the past few years have 

focused mainly on credit models used by 

MFI’s and their impact on profitability 

(Migiri, 2002). Absence of empirical studies 

on credit recovery systems and recognition 

of the critical role that MFI’s play in the 

economy are the principal motivation behind 

this study which sought to find out the 

effectiveness of credit management systems 

on loan performance among micro-finance 

institutions. 

Therefore, the researcher motivated to study 

related to credit management practice in 

DECSI Maichew branch by answering the 

following basic questions: 

1. What are the loan giving procedures in 

the institution? 

2. What procedures the institution uses to 

follow up the loan?  

3. How the institution manages on 

delinquency and client? 

 

Objectives of the study 

General objective 

The main objective of this study is to assess 

credit management in micro-finance 

institution on DECSI Maichew branch 

 

Specific objectives 

1. To assess loan giving procedures in the 

institution. 

2. To assess the management on 

delinquency and client. 

3. To assess the loan follow up procedures. 

 

Significance of the study 

The importance of this study will enhance 

the competitive position for DECSI by 

finding ways that improve the credit 

management system of the institution. The 

researcher also believes that the result of this 

study will pave the way for the clients of the 
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institutions, and also for the institutions and 

additionally serves reference for other 

researchers. 

Also the study will provide additional 

knowledge to credit managers in designing 

new credit management and for planning 

and controlling procedures in credit 

activities and it helps the clients of the 

institutions by informing necessity of paying 

credit according to agreements, in 

preventing unnecessary payments. Finally 

the study helps researchers as reference who 

want to conduct study on the area of credit 

management of financial institutions 

particularly in micro-finance institutions.  

 

Methodology  

This research design adopted the use of 

primary data, a well-designed questionnaire 

was developed, and secondary data. The 

questionnaire was designed in a way in 

which the objective of this study was 

considered. Primary data was used in this 

study because it involves, collection of data 

administered to both staff and customers 

(business owners) of selected microfinance. 

The Information composed from the survey 

were analyzed, interpreted and summarized, 

accordingly. This research adopted the use 

of closed ended questionnaire. The 

questionnaire was comprising of important 

inquires to the study. The questionnaire was 

designed in a precise manner to attract 

desired response; it was structured in two 

sections; Section A contained the personal 

information of the respondent while section 

B contains information regarding the aim 

and objective for carrying out this research. 

 

Results and discussion 

The data collected from the respondent 

through questioners were organized, 

analyzed and interpreted by using simple 

excel tool. In this survey, 9 people 

participated DECSI. The researcher was 

used census sampling to collect data from 

respondents and their responses were 

collected, organized, analyzed and 

interpreted as follows. 

 Data analysis on employees and managements 

Table 1: Summary of Age, Sex and Educational level of the respondent  

Description of Questionnaire Response options 
Respondent 

Count % 

Age 

20 -25 3 33.3 

26-30 4 44.4 

31-40 2 22.2 

Above 41 - - 

Total  9 100 

Sex 

Male  6 66.7 

Female 3 33.3 

Total  9 100 

Educational level  

Master   - - 

Degree  5 55.6 

Diploma  4 44.4 

Certificate  - - 

Total  9 100 

Source: Survey Questionnaire, 2018 
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This research included the characteristics of 

respondent in terms of age, sex and 

education level during the data collection 

process with questionnaire. The analysis 

finding clearly shown in table 1  indicated 

that , 33 .3 % of the respondents were 

categorized in the age range of 20 to 25 

years , 44.4% at the age of 26 -30 years and 

the rest 22.2 %  were between 31 to 40 years 

old . Based on this finding, the institutions 

have a good composition in terms of age 

categories and show giving a better 

opportunity for young professional experts. 

The above table indicated that, 66.7 % of the 

respondents are male and the rest 33.3 % are 

female. With regard to the educational level, 

there was no Master and Certificate 

educational level among the respondents. 

The analysis indicated that, 55.6 % and 44.4 

% of the respondents had degree and 

diploma educational level respectively. 

This survey tried to analysis the existence of 

credit policy, updating of the policy. The 

above table indicted that, 89 % of the 

respondent replied that the institution has its 

own credit policy, and the rest 11% replied 

that the institution has not its own credit 

policy. This indicated that most of the 

employee of the institution interacts with the 

credit policy and utilized it in their day to 

day work. 

Based on the 9 respondent results, 66.7 % of 

them said the credit policy updated on 

yearly bases and the rest 22.2 %   replied 

that, the credit policy updated monthly, and 

11.1 % said that credit policy updated in 

quarterly.  

From the above table 3, the research tried to 

find out the institution's employee capacity 

building on the credit policy and training of 

loan utilization for credit its beneficiaries. 

The finding indicated that, 100 % of the 

employee fully agreed on getting training on 

the credit policy. In addition to this, 66.7 % 

of respondents replied that, the training is 

sufficient and enough, and the rest 33.3% 

answered that, the training is not enough. 

 

 

 

 

Table: 2 Assessment of Credit Policy, update time 

Description of Questionnaire Response options 

Respondent 

Count % 

1.     Do you have credit policy 

in your institution? 

Yes  8 89 

No 1 11 

Total  9 100 

I. If your answer is yes in 

question 1, When the credit 

policy updated? 

Weekly _   

Monthly  2 22.2 

Quarterly   1 11.1 

Yearly 6 66.7 

Total  9 100 

Sources: survey questionnaire 2018.   
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Table 3 Assessment of Employee and Clients Capacity 

Description of Questionnaire Response options 

Respondent 

Count % 

1.     Does the institution give training about its 

credit policy for the employees? 

Yes  9 100 

No _   

Total  9 100 

I. If your answer is yes in question 2, what is your 

opinion about the sufficiency of training to the 

employees?  

Enough   6 66.7 

Not Enough 3 33.3 

Total  9 100 

2.     Is there any training about the loan utilization 

for credit beneficiaries? 

Yes  9 100 

No _   

Total  9 100 

I. If your answer is yes in question 3, what are the 

training mechanisms?  

Face to face 

individual training  3 33.3 

Face to face group 

training 6 66.7 

Other - - 

Total 9 100 

Sources: survey questionnaire 2018.   

 

From table 3 the researcher also finds out, 

100 % of the respondent agreed that the 

institution is giving training about loan 

utilization for its credit beneficiaries. 

Regarding to the training mechanism, 33.3 

% answered the training mechanism is   face 

to face individual, 66.7 % face to face group 

training.  Based on the finding, the 

institution is more focus on groups training 

than individuals. This may be related to in 

saving of time, energy and human power for 

the training. 

This research also tried to assess the 

respondent knowledge about the importance 

of loan approval procedure. Their responses 

are summarized as follows:  

 It gives sufficient time to know about 

every customers profile and to meet the 

terms of necessary legal requirements.  

 It makes the work easy, good for control 

and ensures accountability. 

 To decide the loan size by comparing 

the capacity of the beneficiaries’. 

 It minimizes risks and help employee to 

exercise level of authorities.  
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Table 4 Assessment of loan giving procedures 

Description of Questionnaire 
Response 

options 

Respondent 

Count % 

5. Do you collect credit information about 

every customer? 

Yes  9 100 

No - - 

Total  9 100 

6. Do you provide loan for individuals and 

group?  

Yes  9 100 

No - - 

Total  9 100 

7.  If your answer is yes for question 6, 

which loans perform betters? 

Individuals 2 22.20% 

Group 4 44.40% 

Both 3 33.30% 

Total  9 100 

Sources: survey questionnaire 2018.   

 

The assessment of loan utilization 

procedures in this research focus on 

collection of information about every 

customer, loan provision on individuals and 

groups and loan performances. Based on the 

survey result, 100 % of the respondent 

replied that the institution collected every 

customer’s detailed information before the 

loan provided. The institution collects 

different types of information regarding its 

clients and outlined as follows: 

 The clients full profile : Name , age , 

sex , family size and educational level  

 Clients permanent address , location and 

economic status 

 Plan of action how the clients to invest 

the loan and market  

 The working capacity of their 

customers, behavior of customers and 

their acceptance level. 

 

 

This research finds out that, the institution 

provides loan for individuals and group of 

people.  Accordingly on table 4 indicated, 

100 % of the respondent agreed that the 

institution provide loan for individuals and 

groups. This survey also revealed that, 22.2 

% of the respondents answered individuals 

loan perform well, 33.3 % both (individuals 

and groups) and 44.4 % respondents replied 

that of group loan is more perform better 

than individuals’. The group performance is 

better because of the following reasons. 

 The group’s loan is higher and people 

also contribute additional resources 

(free labor, money and time). 

 Groups people have  good access for 

information to link their products to 

market than individuals  

 The group’s people have a good 

opportunity to discuss their challenges 

and future direction more than 

individuals. 
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As indicated in table 5 above, 100 % of the 

respondent replied   that, the institution has a 

good loan administration or follow up after 

loan provided. Some the mechanisms of 

loan follow up mechanisms are:  

 Credit officers help and visit individuals 

on their performance and motivate 

them. 

 There is also sample supervision on 

clients after loan provided. 

 There is also action plan for individuals 

and groups supervision on regular way 

to ensure effective loan utilization and 

profitability. 

 There is also cluster /centre meeting to 

discuss with individuals and groups   on 

the problems they faced doing their 

business  

 

As indicated in table 5 above, 11.1 % of 

clients visited on quarterly, 55.6 % on 

monthly and 33.3 % answered yearly. More 

clients visit done at the beginning of   clients 

business   and reduced as they become more 

effective. 

 

Table 5. Assessment of loan Management and follow up 

Description of Questionnaire 

Response 

options 

Respondent 

Count % 

8. Is there a good loan administration or 

follow up after loan is provided? 

Yes  9 100 

No -   

Total  9 100 

9. Do you visit clients regularly?  

Weekly 3 33.3 

Monthly  5 55.6 

Quarterly   1 11.1 

Yearly  - - 

Other   - - 

Total  9 100 

Sources: survey questionnaire 2018.   

Table 6 Assessment of measures taken, when default occurred 

Description of 

Questionnaire Response options 

Respondent 

Count % 

10. Do you give reminder to 

your borrower when they 

default? 

Yes  7 78.8 

No 2 22.2 

Total  9 100 

11. When the users default 

to re pay the loan at 

repayment schedule. What 

are the measures taken by 

the institution?  

By enforcing to re pay 

the loan                                        5 55.6 

By writing off  the loan        - - 

By selling their collateral     3 33.3 

Other   1 11.1 

Total  9 100 

Sources: survey questionnaire 2018.  
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This survey also tried to asses giving 

reminder to borrower when they default and 

measure to be taken to repay the loan 

repayment schedule. As indicated on table 6, 

77.8 % of the respondent agreed that the 

institution gives reminder (oral and written) 

timely and the other 22.2 % of respondent 

not agreed give reminder to borrower when 

they default.  

As indicated table 6, 55.6 % respondent 

answered that enforcing to repay the loan 

,33.3 % selling of their collateral and 11.1 % 

mentioned others ( negotiation ) as  

measured to be taken by the institution to re 

pay the loan repayment schedule  from 

default borrowers . The Institution is also 

use the following process action if the 

borrower did not correct their defaults 

timely and effectively:  

 The institution officers discuss the 

default issues with borrowers and put 

action plan for correction. 

 The institution also gives oral and 

written warning.  

 The institution also try to negotiation  

with borrowers  before  it goes to court  

 Lastly, the intuition takes the default 

cases to court after try all the above 

options. 

 

Data analysis gained from customer 

response 

  The data collected from respondents 

through questionnaire were organized, 

analysed, and interpreted by using simple 

excel tool. In this survey 73 customers were 

participate from Dedebit credit and saving 

institution. The researcher was used 

propionates stratified sampling technique to 

collect data from respondents and their 

response was collected, organized, analysed 

as follows:  

  Description on respondents back 

ground the age, sex, education level, type of 

occupation and marital status are some of 

the characteristics of sample respondents. 

 

 

Table 7: Demographic characteristics of respondents (customers) 

No Item 

Frequency of responses 

No % 

1 

Age      

18-23  9 12.4 

24-29  18 24.6 

30-35  36 49.3 

>36  10 13.7 

Total 73 100 

2 

Sex      

Female  47 64.4 

Male  26 35.6 

Total 73 100 

3 

Marital status      

Married  55 75.3 

Unmarried  18 24.7 

Total 73 100 
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Level of education  

4 

Illiterate  30 41 

Primary education (1-

8)  17 23.3 

Secondary education 

(9-10)  9 12.3 

12 complete  12 16.4 

Technical & vocational  5 7 

Higher education  - - 

Total 73 100 

Occupation  

5 

Tailor 15 20.5 

Construction work  - - 

Metal and wood work 18 24.7 

retailer  31 42.5 

Other   9 12.3 

Total 73 100 

Sources: survey questionnaire 2018.   

 

Table 7 item 1 shows 9(12.4%) customers 

are the age of 18-23, 18(24.6%) of 

customers are in the age of 24-29, 

36(49.3%) customers are at the age of 30-35 

and the rest are at the age of more than 36. 

Item 2 depict that 47(64.4) of customers are 

female and the rest 26(35.6) are male. Item 3 

shows that 55(75.3%) of the customers are 

married while the other 18(24.7%) are 

unmarried. Item 4 tells us that most of the 

customers. i.e. 30(41%) are illiterate, 

17(23.3) are primary education level, 

9(12.3%) of them reached secondary 

education, 12(16.4%) customers have 

completed grade 12, 5(7%) of them are 

technique and vocational students. From this 

information the research finds that most of 

the customers in the microfinance institution 

are above 30 years old and illiterate who 

don’t have enough knowledge regarding the 

value of timely disbursement of loan and 

time value of money.  
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Table 9: Sufficiency, training and collection of credits  

No Item 
no of 

respondents 
% 

1 

Do you get any training how to use the loan?      

A. Yes  47 64.4 

B. No 26 35.6 

  Total 73 100 

2 

If your answer is yes in question 1, when?     

a. before you get the loan 50 68.5 

b .after you get the loan 23 31.5 

  Total 73 100 

3 

If your answer is yes in question 1, by what 

interval? 
    

a. once in a month 38 52.1 

b. twice a month 20 27.4 

c. once in a year 15 20.5 

d. once in six month - - 

Total 73 100 

4 

Does the institution collect its credit given to 

customers with in the specified period?  
    

A. Yes  14 19.2 

B. No 59 80.8 

Total 73 100 

Sources: survey questionnaire 2018.   

     

Table 9 item 1 depicts that, 47(64.4%) 

respondents agreed the presence of training 

but the minority i.e. 26(35.6%) said that 

there is no training. Item 2 indicates that, 

50(68.5%) the training is give before they 

got the loan, and 23(31.5%) said that 

training is delivered after the loan disbursed. 

In item 3, the majority of respondents reply 

that training is delivered once a month. 

Table 2 item 4 shows that 14(19.2%) of the 

respondents witnessed that the institution 

collects its credits on the specified time, 

whereas 59(80.8%) said the reverse. from 

item 1 we can infer that the institution 

doesn’t warm about how the customers use 

the loan. From item 2 we can infer that most 

of the time the training is delivered before 

the loan is disbursed. 
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From table 10 item 1, we can observe that 

only 5(7%) of the respondents repay their 

share of loans within the repayment period 

and the majority 49(67%) repay after the 

due date and 19(26%) of the respondents use 

alternatively.  From this survey, we can infer 

that the institution has the strength and 

opportunity to repay the loan at the due date.  

 

In table 11, it is indicated that 64(87.7%) of 

the respondents said that there be presence 

of follow up and supervision whereas 

9(12.3%) of respondents said that there is no 

follow up and supervision. From this we can 

infer that the institution not relying on the 

group pressure does focus on the follow up 

and supervision activities.   

 

Table 10: The repayment period mostly used by customers 

No Item 

Frequency of 

response 

No  %  

5 

Which period is being used by you?       

A. The repayment period  5 7 

B. After the due date  49 67 

C. Both  19 26 

Total 73 100 

Sources: survey questionnaire 2018.   

 

Table 11: Presence of follow up & supervision   

 

No 

 

Item 

Frequency of response 

No  %  

6.  Is there any follow up and supervision?   

A. Yes  64 87.7 

B. No   9 12.3 

 Total 73 100 

Sources: survey questionnaire 2018.   

 

Table 12: Purpose, agreement of loan and group lending.  

 

No 

 

Item 

Frequency of response 

No  %  

7.  Purpose of the loan 

A. business  

B. consumption   

 

68 

5 

 

93 

7 

 Total 73 100 

8. What was the agreement regarding the repayment  

 

A. monthly  

B. quarterly  

C. Yearly  

73 

- 

- 

100 

- 

- 

 Total 73 100 
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9.  Do you think that there is problem in group lending?  

A. Yes  

B. No  

60 

13 

82.2 

17.8 

 

 Total 73 100 

Sources: survey questionnaire 2018.   

 

In the above table 12 item 1, shows 68(93%) 

of sample respondents used the loan for 

business and 5(7%) used for consumption 

purpose. This implies that the microfinance 

institution is convenient for traders. Table 6 

item 2 shows 73(100%) of respondents 

agreed to pay back monthly. From this it can 

be implied that could enable them more or 

less to pay a proportion of their loans 

monthly. Item 3 shows 60(82.2%) of 

customer are happy about the group lending 

method, on the other hand 13(17.8%) of the 

respondent feel the reverse. 

Here since the majority of the customers are 

unhappy, it can be implied that group 

lending method creates conflicts among 

customers as human behaviour is different 

and different people for the repayments of 

the loan as a result for the settlement of 

repetitive wastage of time happens in 

addition the group members were face to 

cover the share of the defaulted individual. 

Therefore, because of the above points and 

other reasons group members are not happy 

about it.  

 

Conclusion and Recommendation  

Based on the major findings of this study, 

the following conclusions could be drawn 

and brought to the attention of the 

institution, university any other interested 

parties. The evidences in this study reveal 

the following conclusion:  

 The overall institution has a good 

composition in terms of age categories, 

education composition and gender of its 

employee. The institution is giving a 

better opportunity for young 

professional experts. 

 The institution has credit policy and 

updated on yearly bases. 

 It is also found that the institution has 

use different training employee 

mechanism. Accordingly, the institution 

use   face - to - face individual, face-to-

face group training and both 

mechanism.  Generally, the institution is 

more focus on groups training than 

individuals. This may be related to in 

saving of time, energy and human 

power for the training. 

 The performance of loan in groups is 

more perform well than individuals do. 

The institution has also a good loan 

administration or follows up after loan 

is provided.   

 The institution used measured to re pay 

the loan repayment schedule from 

default borrowers. Enforcing to re pay 

the local, writing letter, selling of their 

collateral and negotiation are the 

measured taken by the institution. 

 It has problem of follow and 

supervision in little beat since the 

reason for this problem is due to 

shortage of employee it is advised to 

employee additional employees.  

 The institution doesn’t mostly collect on 

the specified time period, rather it 

mostly collects mechanisms that 

encourages it customer to pay on the 

specified time period. Example by 

giving prizes at the end of the loan 

payments. 

 According to employee most of the 

customers fulfill the criterion required 

to taken loan. 
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 Almost all of the customers use the loan 

for business.  

 Most of the customers said that there is 

problem in group borrowing.  

 Generally microfinance activities have 

significant importance in the economy 

of developing countries. The sector 

contributes a lot by minimizing 

unemployment by providing jobs 

opportunities for those who are actively 

seeking jobs. Therefore, even though 

the operation is danger unless and 

otherwise it strengthens its follow up 

and supervision on the activities of the 

customers rather than relying on group 

members or court procedures.  

 

Recommendation 

Since DECSI is one of the micro finance 

institutions in Tigray, it must create its own 

core competency and must improve its credit 

management system to attract more 

customers than its competitors. 

Based on the finding of this research, the 

researcher has recommended to the 

institution as follows: 

 The institution should revisit and verity 

its customers loan utilization plan 

before giving loan. This will help to 

minimize the risk of default by using for 

unintended purpose.   

 The institution should strengthen 

provide loan for business opportunities 

by considering people interest and 

government development strategy to 

alleviate poverty at family level. 

 The institution will also focus in giving 

training on entrepreneurship training to 

motivate youth to bring change from the 

loan they  taken before their engage on 

the actual business. 

 The institution should promote 

diversification of economic activities 

who take loan for income generating 

activities. To do so it is better to create 

awareness that clients are engaged in 

diversified activities rather than sticking 

in very similar activities. 

 The institution should undertake clear 

impact assessment of its loan utilization   

and profitability at individuals and 

groups level. Then make correction 

based on the research findings and 

provide the findings to policy makers. 

This also helps the organization to make 

corrective action on problems obtaining 

from the assessment. 

 The institution has problem of giving 

training for its customers how to use the 

loan, but    since the majority of its 

customers are illiterate, they need 

repeated training so, the institution is 

advised to do this. 
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