
CIDR – MICROFINANCE TECHNICAL SUPPORT CENTRE 

BUUSAA GONOFAA MICRO-FINANCE INSTITUTION  

 

 

 

FEASIBILITY STUDY REPORT OF THE 

IMPLEMENTATION OF A RURAL PARTICIPATIVE 

MICROFINANCE SCHEME IN ARSI AND BALE ZONE OF THE 

OROMIYA REGION 

 

ADDIS ABABA, ETHIOPIA, APRIL 2005 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CIDR/Ethiopia/Microfinance/MFTSC/No 2 



MICROFINANCE TECHNICAL SUPPORT CENTRE                                                         BUUSAA GONOFAA MFI 

 1 

TABLE OF CONTENT 

1. INTRODUCTION..................................................................................................... 3 

2. OBJECTIVES OF THE STUDY ............................................................................. 4 

2.1. Overall objective ............................................................................................... 4 

2.2. Specific objective ............................................................................................... 4 

3. METHODOLOGY AND IMPLEMENTATION OF THE STUDY .................... 6 

3.1. Preparation ........................................................................................................ 6 

3.2. Main field study................................................................................................. 6 

3.3. Analysis and development of the methodology .............................................. 8 

3.4. Refining and validation mission ...................................................................... 8 

3.5. Report writing ................................................................................................... 9 

4. DISTRICTS PROFILE: Lemu Bilbilo, Dodola and Adaba ............................... 10 

4.1. Historical Background.................................................................................... 10 

4.2. Physical Characteristics ................................................................................. 11 

4.3. Population ........................................................................................................ 12 

4.4. Infrastructures ................................................................................................ 13 

4.5. Socio-economic, Cultural and Political Organisation.................................. 16 

4.6. Economic Activities ......................................................................................... 20 

4.7. Household economic scheme .......................................................................... 27 

4.8. Development institutions ................................................................................ 30 

4.9. Financial services and practices .................................................................... 31 

4.10.    Striking features of the surveyed zone .......................................................... 37 

5. CONCLUSION ON THE FEASIBILITY OF A NETWORK OF RURAL   

        CREDIT AND SAVINGS FACILITIES .............................................................. 39 

5.1. Social Feasibility.............................................................................................. 39 

5.2. Economic Feasibility ....................................................................................... 40 

5.3. Methodological and Technical Feasibility .................................................... 41 

 Functioning and organisation ................................................................................ 42 

 Loan Products ......................................................................................................... 43 

 Savings Products ..................................................................................................... 44 

5.4. Institutional Feasibility ................................................................................... 44 

5.5. Size of the future network .............................................................................. 45 

6. THREE-YEAR PROGRAMME ........................................................................... 46 

6.1. Objectives......................................................................................................... 46 

6.2. Implementation strategy ................................................................................ 46 

6.3. Expected results .............................................................................................. 47 

6.4. Description of activities .................................................................................. 49 

6.5. Resources for the implementation ................................................................. 52 

7. ANNEXES ............................................................................................................... 53 

 

 

 

 



MICROFINANCE TECHNICAL SUPPORT CENTRE                                                         BUUSAA GONOFAA MFI 

 2 

List of Abbreviations 
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DA  Development Agent 
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NBE  National Bank of Ethiopia 

OCSSCO    Oromiya Credit and Savings Share Company 

PA Peasant Association. We use this term because it is the more used in the 

common language, but it reflects the official “rural kebele”. 

ROSCA Rotative Savings and Credit Association 

RSCF Rural Savings and Credit Facility 

SACCO Savings & Credit Cooperative 
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1. INTRODUCTION 

 

This feasibility study is part of the joined collaboration between the Microfinance 

Technical Support Centre (CIDR) and Buusaa Gonofaa MFI which aims at increasing the 

outreach of Buusaa Gonofaa into remote rural areas of the Oromiya Region.  

Due to the limitations of the current methodology and organisation used by Buusaa 

Gonofaa in reaching the remote rural areas, a new participative microfinance scheme 

needs to be developed.  

 

A first identification mission was conducted by the two organisations from February 14 

to 18, 2005 in two different Zones of the Oromiya Region, namely Arsi and Bale in order 

to identify which Zone would have the potential to start such a new scheme. (See Annex 

2 for the report).              

 

The two zones present attractive economic potential, high population density as well as 

good social cohesion and are by consequence adequate for further studying the feasibility 

of the new approach.  

3 districts, adjacent to the two zones, and presenting common characteristics, 2 in Bale 

and 1 in Arsi, have been selected for the feasibility study.  

The three districts that have been pre-identified to be targeted by the study are Lemu 

Bilbilo (Arsi), Dodola and Adaba (Bale).                                                                            

 

The study has been conducted by the Microfinance Technical Support Centre and Buusaa 

Gonofaa MFI. 
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2. OBJECTIVES OF THE STUDY 

2.1. Overall objective 

The overall objective of the study is to confirm the feasibility of setting up a 

participative microfinance scheme in rural areas of Arsi and Bale Zones, to define 

its components and implementation aspects, and to map out the conditions of its 

social, technical and financial feasibility. 

2.2. Specific objective 

2.2.1.  Perform a socio-economic diagnosis in the selected districts 

The socio-economic diagnosis shall: 

 identify and analyse the main characteristics in terms of history, geography and 

demography, 

 identify the possible structural constraints (literacy level, infrastructures, 

insecurity problems,...) upon the development of a participative microfinance 

scheme,  

 identify and analyse the existing forms of social organisation, 

 identify and analyse the existing economic activities and their current sources of 

financing, 

 identify and analyse the existing endogenous and formal financial systems, 

 Propose a diagnosis in terms of existing socio-economic potentials and 

perspectives, and thus identify the constraints for the development of the selected 

area and the adequacy of a financial tool as a contribution to the resolution of 

these problems. 

 

2.2.2.  Elaborate a new participative microfinance scheme 

 elaborate an appropriate methodology that will address the needs of the rural  

communities in terms of financial products and services, 

 determine the articulations between the MFI and the rural entities, 

 determine the required geographical coverage for the set-up of the scheme, 
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 select the Peasant Associations (PAs) where to continue the study and test and 

start the scheme. 

 

2.2.3. Test and validate the feasibility of implementing the participative                      

microfinance scheme 

The feasibility will be assessed along four lines: 

 The methodological and technical feasibility  

 The economic and financial feasibility  

 The social feasibility  

 The institutional feasibility  

 

2.2.4. Define a three-year programme 

A three-year programme will set the: 

 quantitative and qualitative objectives, 

 implementation strategy, 

 expected results, 

 activities to be carried out, 

 action plan, 

 resources needed in particular in terms of human and material resources. 
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3. METHODOLOGY AND IMPLEMENTATION OF THE STUDY 

The study has been implemented by the Microfinance Technical Support Centre together 

with Buusaa Gonofaa MFI.  

Ato Bekele Jirata was the study coordinator. He was working with three enumerators, 

Merga Sori, Tujuba Teferi and Wolde Zewude.  

Following the pre-identification study that has been led from February14 to 18, 2005, the 

present study lasted from March 8, 2005 to May 6, 2005. 

We can define the various stages as follows:  

3.1. Preparation 

After the recruitment of the study staff, a one week preparation session was organised at 

the MFTSC. It included: 

 Training and orientation of the 3 enumerators on the presentation of the study, the 

methodology and on the microfinance environment.  

 Refining of the various tools used for the study.  

 Planning of the field work. 

 Writing letters to Arsi and Bale zonal Administrators to make them aware of the 

study and pass the message to the selected districts administrators. 

 

This session has been organised and implemented by Mr. Laurent Biot, the MFTSC 

manager, Mr. Furgasa Hirpa, Buusaa Gonofaa operations’ manager and the study 

coordinator. 

 

3.2. Main field study 

The 4 study staff performed in depth collection of information from March 08 to April 

06, 2005.  

Mr. Laurent Biot and Mr. Furgasa Hirpa conducted a support mission from March 22 to 

25, 2005. Mr. Teshome Yohannes, General Manager of Buusaa Gonofaa, has also 

conducted a two days visit to the study site from March 27 up to 28, 2005.  
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The exercise was divided in two different steps: 

 

3.2.1.  Study with the Districts authorities 

 

Discussions were led at District level, with the administrators, the heads of the agriculture 

and social affairs.  

The purpose was to present the study, to get their official backing, to collect in depth 

information about the district and eventually to be able to select peasant associations 

(PAs) that will be targeted by the study.  

 

Following this, 4 PAs have been selected in each District, making it 12 for three districts.  

The first criteria were: 

  - Minimum of 4,000 inhabitants; 

  - Good known social cohesion; 

  - Economic potential; 

  - Presence of adult literates; 

  - Accessibility during the rainy season, at least by motorbike; 

  - Presence of centre or market place where people live concentrated. 

 

The selected PAs were: 

Zone         : Arsi             

District     : Lemu Bilbilo: Lemu Burkitu, Sirbo, Lemukara and Bokojimerti. 

 

Zone         : Bale 

Districts      : Dodola: Edo, Alentu Dobado, Keta Berenda and Baka. 

                    : Adaba : Washa, Gadedo, Garadilo and Hako. 

 

3.2.2. PAs surveys 

 

In the 12 PAs, three types of surveys were conducted: 

a) General PA survey:  this survey is done through a meeting with all the PAs leaders 

(members of the cabinet), elders, opinion leaders, representatives of various social or 

economic groups, women association leaders… 
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After presenting the study, all the different aspects of the life of the PA are reviewed and 

questioned: the social system (social cohesion of the inhabitants, various endogenous 

groups), the power system, the economic activities, the infrastructures, the population and 

its settlement patterns, the geographical settings, the experience and habits of credit and 

savings, the capacity of savings and the interest to develop new credit and savings 

facilities. 

At the end of the meeting, some socio-economic groups and households are selected for 

further study. 

b) Socio-economic bodies’ survey: in each PA, around four groups are subject to deeper 

investigation on the way they are functioning. Those groups are mainly “iddirs”, 

cooperatives, “equbs”, women associations, “gotes”,… Particular attention is given to 

groups which are leading some credit or savings activities or which could be a potential 

stakeholder in such a future facility. 

c) Family survey: 6 household surveys were led in each PA, giving a sample of 72 

households for the all study. Particular focus was given to the household organisation, 

economic activities, financial habits, family budget, social habits,…  

 

3.3. Analysis and development of the methodology 

A first analysis of the field study results was done at the mission return.  

The development of the methodology was mainly based on the previous study carried out 

in East Wellega zone during last October 2004. The model of RSCF (Rural savings and 

Credit Facility) has been further discussed with the rural communities for validation. 

 

3.4. Refining and validation mission 

On the base of the previous findings, a new mission was organised from April 26 to May 

06, 2005. It was conducted by Mr. Bekele Jirata, the study coordinator with the 

subsequent presence of Mr. Laurent Biot, MFTSC manager, Mr. Furgasa Hirpa, Buusaa 

Gonofaa operation manager and Mr. Teshome Yohannes, Buusaa Gonofaa general 

manager. 
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This mission, aiming at validating the proposed methodology, was concentrated in Adaba 

District, found as the more promising one. Its common boundaries with the two other 

districts are also an asset.  

Five PAs of Adaba district were selected taking into account their high economic 

potential, good social cohesion and settlement pattern. 

Three PAs from the first study have been selected (Gadedo, Garadilo and Hako) and 2 

were added (Foncho and Hunte Alola).  

One PA from Lemu Bilbilo was added, due to its proximity to Adaba, Gadisa Derara.  

In the PAs previously studied, an in depth meeting was led with the leaders to discuss the 

way they want to elaborate a savings and credit scheme, the way the methodology was 

designed and to evaluate their needs and capacities in term of credit and savings. 

For the new PAs, this session was preceded on the previous day by a normal general 

meeting of presentation and collection of information. 

   

All the other PAs that have been visited at one stage or another were informed about the 

decision and the possibility to join the project later on if the case arises.  

 

3.5. Report writing 

The present report has been achieved thanks to the work of the study coordinator and 

MFTSC manager who has coordinated and finalized it. The data processing and analysis 

has been done by the MFTSC, with the help of Buusaa Gonofaa, on SPSS. 
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4. DISTRICTS PROFILE: Lemu Bilbilo, Dodola and Adaba 

 

4.1. Historical Background 

 

4.1.1. Lemu Bilbilo 

 

Lemu Bilbilo district is one of the 22 districts of Arsi zone and has got its name from the 

names of two Oromo tribes called Lemu and Bilbilo many years ago according to the 

local people. The descendants of these two tribes are still living in the area and there are a 

number of specific locations where their names begin with Lemu, like Lemu burkitu, 

Lemu kara etc. 

 

4.1.2. Dodola 

 

According to the local elders an Oromo man who for the first time settled around Dodola 

Mountain was called Dodola and the people who came later on to the area called the 

mountain “Tulu Dodola” (meaning Dodola Mountain). Since then the area is called 

Dodola. 

Before 1992 Dodola, Adaba, Kokosa and Nansabo were administered under one 

administration called “Ganale Awuraja” (sub zone) and Dodola town was serving as a 

capital town for the sub zone. After 1992 the sub zone was dissociated and became 

independent districts. Dodola is now one of the 18 districts of Bale administrative zone. 

  

4.1.3. Adaba 

 

According to local informants from the district, the original name was not Adaba as it is 

called today. It was “Hadhaa fi Abbaa” meaning Father and Mother in Oromo language. 

The name “Hadhaa fi Abbaa” was given by two Oromo tribes called “Nole and 

Witebirore”.  
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These two tribes were fighting each other for a long time to control more territory. Later 

on, elders from both side came together and settled the problem in a place now called 

Adaba and  the two sides agreed to call the place “Hadhaa fi Abba”.  

                                                                                                                               

4.2. Physical Characteristics 

 

4.2.1. Lemu Bilbilo 

 

The district is bordering Munesa in the west, Digalu Tijo in the north, Shirka in the north 

east, and Bale zone in the south (mainly Adaba district). 

Lemu Bilbilo district has an area of 1,516 km. sq. of land. Out of the total 120,114 

hectares are arable, 4,995 hectares are grazing land and 26,296 hectares are occupied by 

natural forest.  

 

The district is divided into 34 peasant associations, 5 urban kebeles and 18 service 

cooperatives. The capital town of the district is Bekoji which is located at 230 kms from 

Addis Ababa and 55 kms from Asala the capital town of Arsi zone.  

      

The district has three different geographical zones: 80% high land, 17 % midland and 3 

% low land. Altitudinal range of the district is 1,500 to 4,180 meters above sea level. 

Galma, Kaka and Inkolo are some of the mountains found in the district. Wabe, Katara, 

Kachama, Gumacho and Sirba are the main rivers.  

 

4.2.2. Dodola 

 

Dodola is located in the north west of Bale zone. It is bordering Arsi zone in the north, 

Adaba in the east, Nansabo in the south and Kokosa in the south west.  It has an area of 

1,432.46 square kilometres and from the total about 30,523 hectares of land are arable, 

25,633 hectares are grazing land and 75,668 hectares are forest land.   

The districts’ capital Dodola is located at about 321 kms from Addis Ababa and 110 kms 

from Robe the capital of the zone. 
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Dodola district is divided into 23 PAs, 4 urban kebeles and 13 farmers’ service 

cooperatives.  

The district has two geographical areas, 92 % high land and 8 % midland. Its altitude 

ranges from 2,500 to 3,755 masl. 

Sokoru, Koroduruyo, Ilene, Tulu Dodola and Tulu Serofta are some of the mountains  

found in the district, out of which Sokoru is  the highest with 3,755 meters high. 

Wabe, Ukuma and Maribo are the main rivers. 

 

4.2.3. Adaba 

 

Adaba district is one of the 18 districts of Bale zone. It is bordering Agarfa in the north 

east, Sinana Dinsho and Goba in the east, Dodola in the west, Nansebo in the south, Arsi 

zone in the north and north west. 

Adaba has an area of 1,621 km sq of land, out of which 30,506 hectares are arable. Out of 

the arable land 2,215 hectares are owned by a state farm. The natural vegetation occupies 

57,461.62 hectares which is 34 % of the total land area of the district.  The district is 

divided into two geographical areas 85% high land and 15% midland. Altitudinal range 

of the district is 2,220 to 3,800 metres above sea level. The district capital Adaba is 

located at 346 km from Addis Ababa and 85 km from the zone capital Robe. 

Adaba has 22 PAs and 2 urban kebeles (Adaba town 01 and 02).  

 

4.3. Population 

 

The total population of Lemu Bilbilo is 247,156 which is 8.6% of the zone population 

and the total population of Dodola and Adaba districts is 342,607, which is 22% of the 

total population of Bale Zone. The overall population of the 3 districts is 589,763 out of 

which 312,315 are female consisting of 53% of the total population. 

 

4.3.1 Lemu Bilbilo  

 

Lemu Bilbilo has a total population of 247,156 out of which 44% are male. Out of the 

total population 224,657 live in rural areas and 22,499 are in the urban areas, which is 
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91% and 9% respectively. Rural households are 42,123 out of which 5,407 are women 

headed.  

98% of the population is Oromo. 

Population density of the district is 163 people per square kilometre.  

Concerning settlement pattern, the majority of the population live in village or hamlets. 

 

4.3.2  Dodola 

 

Dodola district has a total population of 193,160 out of which 48% are male. Out of the 

total population 170,697 lived in rural and 22,463 in urban area, which is 88% and 12%. 

Rural population is more concentrated in villages or centres. Population density of the 

district is 135 people per square kilometres and 98% of the rural population of the district 

is Oromo. 

 

4.3.3   Adaba 

 

Adaba district has a total population of 149,447 out of which, 127,600 are living in rural 

areas and 21,847 are in urban areas which is 85% and 15% respectively. From the total 

population 50% are male.  

There are 19,430 male and 5,068 female headed households in the district.  

The settlement pattern of the population is 80% in villages or hamlets and 20% scattered, 

especially pastoralists. Population density is 92 people per square kilometre.  

According to the district information, 97% of the districts population is Oromo.  

 

4.4. Infrastructures 

 

4.4.1.       Lemu Bilbilo 

 

- There are 49 primary and 1 secondary schools,  1 technical college and 1 skill training 

centre. The total enrolment is 45,020 in primary and 4,047 in secondary schools, out of 

which 22,545 are male, 22,475 are female students in primary, 2,903 are male and 1,144 

are female in secondary schools.  
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Enrolment rates are only available at Zonal level. The rate for Arsi is, in primary, 24% 

for female and 48% for male, and in secondary, 6% for female and 11% for male.   

Those rates are quite similar to the Bale ones and to the Regional average.  

 

- The district has 1 health centre, 6 clinics and 7 health posts.             

The major health problems of the district are intestinal parasites, diarrhoea, muscular 

diseases and respiratory infections.  

Regarding veterinary services there are 2 clinics and 4 posts.  

Internal and external parasites, sometimes Anthrax, are the major animal diseases of the 

district. 

 

- Population access to tap water in Bekoji is 42 %. Figures for the rural water access was 

not available.  

 

- Full time electric supply is available in Bekoji, Lemusirba and Lemu Mikael towns.    

 

- Bekoji, Meraro and Sirbo have digital telephone lines. There is also postal service in 

Bekoji town. 

 

- Concerning roads, there are all weather roads from Bekoji to different PAs, namely, 

Bokoji to Seltana (37 kilometers) which passes through Lemukara PA and Bokoji to 

Sirbo (20 kms). The main road from Nazaret to Bale also crosses the district. 

 

4.4.2.      Dodola        

                                                              

- Dodola district has 44 primary and 2 secondary schools. The total enrolments in 

primary schools are 32,612, out of which 18,822 are male and 13,790 are female 

students. Regarding secondary schools the total enrolment is 4,194, out of which 3,102 

are male and 1,092 are female students. 

Enrolment rates are only available at Zonal level. The rate for Bale is, in primary, 23% 

for female and 47% for male, and in secondary, 7% for female and 11% for male.   
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- There are 1 health centre, 9 clinics and 3 health posts in Dodola district. Population 

access for health is 64 %.  

Tuberculosis, typhoid and internal parasites are the major diseases of the district. 

There is also 1 veterinary clinic. 

 

- Concerning accessibility to water, 88% of urban and 11% of rural population have 

access to tap water. 

 

- Regarding road network, Dodola to Gare Serofta (40 kms), Dodola to Keta (16 kms), 

Dodola to Wabe (21 kms) are all weather roads that are connecting different areas in the 

district. Most of the PAs are accessible all the time by car and the rest can also be reached 

by motorcycle. The road linking the zonal capital, Robe, to Shashemene passes through 

Dodola. 

 

- Dodola and Herero towns have fulltime electric supply. None of the PAs have 

electricity. 

 

- There are digital telecommunication lines in Dodola and Herero towns. Dodola town 

has postal service.  

 

4.4.3.      Adaba                                                                    

 

- Adaba has 35 primary and 1 secondary schools. The enrolment in primary is 22,945, out 

of which 13,355 are male and 9,590 are female students. The enrolment in secondary 

school is 1,414 male and 678 female which makes a total of 2,092 students. 

The dropout rate is 744 in primary schools and 173 for secondary school. 

Enrolment rates are only available at Zonal level. The rate for Bale is, in primary, 23% 

for female and 47% for male, and in secondary, 7% for female and 11% for male.   

 

- Adaba district has 2 health centres, 7 clinics and 4 health posts. Population who has 

access to health facilities is 66%. Major health risks of the district are acute respiratory 

infections, muscular diseases, intestinal parasites, thyphoid and thyphus. 
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With regards to veterinary service there are 1 veterinary clinic and 2 veterinary posts in 

the district. Internal and external parasites are the two major animal diseases of the 

district. 

 

- Urban population access to tap water is 42 %. No figure available for the rural areas.  

 

- Electric supply is full time in Adaba and in 5 PAs. 

- There is automatic telephone line in Adaba town and one postal agent.  

 

- There are all weather roads connecting the capital with different PAs, namely Adaba to 

Mikael (35 kms), Adaba to Birbirsa (65 kms), Adaba to Hako (42 kms). These roads also 

pass through other PAs. There is no asphalt road in the district. The road linking the zonal 

capital, Robe, to Shashemene passes through Adaba. 

 

4.5. Socio-economic, Cultural and Political Organisation 

 

In Lemu Bilbilo, there are two major religions, Islam and Orthodox Christian, which are 

touching 55% and 45% of the population respectively.  

In Dodola and Adaba, Islam religion is the dominant one. In Dodola 98% of the 

population and Adaba 80 % follows Islam religion. Islam religion seems powerful in 

these two districts.  

There is no traditional Oromo religion (“Waqefata”) officially practiced in the area. 

 

Regarding traditional social organisation, Gada system (traditional Oromo social 

structure) is celebrated every 8 years in those PAs which were surveyed. The Gada 

structure includes Aba Gada (or Aba Boku, the Head), Sadeta group of 8 people (council) 

and Shanacha group of 5 people. There is also one Kalu in Bale, supreme character of the 

system but without any direct power on the population, who covers several districts. He 

anoints the different Aba Gada and solves their problems. 

 

The Gada system may intervene in cases of family problems (like girls’ kidnapping), 

theft, killings,... In those last cases, its main duty is to reconcile the opponent families.  
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Even though the Gada system is celebrated and its rules are respected it has not always 

visible power in the community.  

The existence of these traditions helps the community to maintain high social cohesion in 

rural areas of the 3 surveyed districts. 

 

Women have also strong power, probably more in Dodola and Adaba. When acts that 

violate traditional customs or any conflicts happen, they call each other and go to the 

suspected individuals with their thin sticks called "Siqqee" and stand in front of them 

demanding to stop their illegal action. The individuals often accept without any 

complaint and in that way they keep their traditional values. Nobody undermine such 

tradition in the community. 

 

The communities use Islam religion teachings together with those traditional laws, rules 

and regulations to maintain their useful norms and culture.  

 

According to the study observation, social cohesion in Dodola and Ababa is stronger than 

Lemu Bilbilo. In Dodola and Adaba elders are regularly and actively advising the PA 

administration to act appropriately with their people. 

During the discussion with the PA members they have cited a number of cases that elders 

have solved in the past.  

During the downfall of the Derg regime when government and public properties were 

destroyed and looted in other areas, Dodola and Adaba elders acted quickly and saved 

every property from looting. They are conscious that every governmental and social 

properties found in their area is like their own property. 

There is also a tradition of fact finding or making individuals who made mistake to tell 

the truth or confess in front of elders by swearing. Swearing for false is very difficult to 

people.  

 

According to the farmers there are few disputes which go to the PA court in Dodola and 

Adaba, as most of them are previously solved by elders or traditional systems. 
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Islam is also playing a role in increasing the social cohesion among Adaba and Dodola 

people. Even if there are no open conflicts between Islam and Orthodox religion in Lemu 

Bilbilo, religion is not acting as a cement of the community there.  

 

Some PAs in Dodola have shown some problems due to disagreement between people 

from different parts of the PA (corresponding to former PAs that have been merged). For 

example, the people from the mountain side of the PA don’t want to come down to the 

meeting held in the new PA centre. This needs to be taken into account if we establish 

rural facility out there.  

 

As a matter of fact, the traditional systems like Gada or Siqee, as well as the role of elders 

are still very active in the surveyed districts. They are not applied or respected the same 

way in every PA, but in a way or another, are complementing the administrative power 

and are, together with Islam, fostering cohesion between the people. 

The PA administrative cabinets seem, in most cases, recognise this power and work in 

good collaboration with them.   

 

The administrative structure of the surveyed areas is the one applied in the whole 

Oromiya Region. 

The district is administered by district cabinet which has chairman or administrator with 

other members who are politically assigned, namely public relations, people's organizer, 

administration and finance head, social judiciary and others from different development 

offices. The administrator is also the ruling party (OPDO) secretary. 

The administrative structure at PA level is the same as the district one. Apart from the PA 

cabinet there are, however, new structures at the PA level. These are “Gotes” and 

community development groups (“Garee”). Gote is the first sub-division of PA 

administration; there can be 4 to 5 gotes in each PA depending upon the size of the PA 

and the number of PA members. A gote has about 150 members under which up to 5 

groups are organized. Formerly gotes were organized only by men but now, since 2005, 

women are also requested to be organized in gotes and groups (different from the males’ 

ones).  

Gotes and groups' organizational structure is the same as district and PA administrative 

structure. They have chairman, secretary, public relations, people organizer, judiciary and 
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other members. Besides these, there are militia and security men, party cadre and 

reserved army forces with military uniform in the PA. 

The main tasks of the gote (which is meeting on bi-weekly basis) are keeping the security 

of the area, controlling, supervising and evaluating groups' activities and performance. 

The garee (which is meeting on weekly basis) is concerned with community works.  

The gote leader can send the group leaders or members to prison if he thinks that 

mistakes are made. Group leaders also have the power to imprison his members if they 

don’t attend meeting or failed to participate in community works.  

 

Women and Youth associations are now formed in each PA, but with little activity. They 

are generally complaining to send their collected membership fees to the district women 

and youth associations offices. 

 

Mostly due to the strength of traditional structures, this administrative structure seems 

less enforced and binding than in other parts of the Region.  

 

In addition to the above structures, there are different self help groups initiated by the 

communities like "Iddir" and "Iqub". Iddir is very common in rural and urban areas, 

while "Iqub" is much more common in urban areas. 

Iddir is a strong financial group and it was basically initiated by the community to help 

each other under certain circumstances like funerals and health problems (like carrying 

the sick members to health centres). But by now, iddirs also help each other in weddings 

ceremonies, ploughing, harvesting and also give loans for members for health problems, 

for seed purchase and even for business.  

Several iddirs are present within each PA. 

Iddir functioning will be seen more in depth in the section 4.9. 

Iqub is the usual Ethiopian ROSCA system. They are not common in rural areas, as they 

are functioning on regular contributions, which is less convenient as far as crop 

production is concerned. 

 

Apart from the above mentioned financial groups there are other traditional ways of 

helping each other and working together in the community. These are called ''Dabo'' and 

''Wanfal".  
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The neighbours help each other in harvesting, ploughing, house construction through 

Dabo by the request of the owner, and working by turn for every member through 

Wanfal. 

 

To conclude, the strength of traditional and religious structures is enhancing the social 

cohesion among the people of the surveyed districts.  

Despite the fact that some PAs are big (going up to 10,000 inhabitants), the people knows 

each other and has proven their ability to exercise social pressure among their peers. 

 

4.6. Economic Activities 

 

Crop production (mainly cereals), animal husbandry and trade are the main economic 

activities in Lemu Bilbilo, Dodola and Adaba disticts. In some PAs, horticultural crops 

cultivation is also significant. 

Crop production (excluding horticulture) was the first activity for almost 99% of the 

interviewed households, and animal breeding the second for 89% of them.  

The complementary or third activity, if any, was mainly commerce for Dodola and Adaba 

(73 and 51% of the respondents respectively) and horticulture for Limu Bilbilo (67%).  

 

4.6.1.      Crop production 

 

Wheat, barley and tef are the main cereal crops that are grown by the farmers.   

Wheat and barley are extensively cultivated in all districts. Bale and Arsi are two of the 

bigger producer districts of wheat and barley of the country.  

Barley is the main food crop in the area. According to the PA survey, around 75% of the 

production is consumed by the households. The sold part is divided in barley for food and 

barley for beer, sent to the Assela Malt factory, the only malt factory of Ethiopia.  

Wheat is mainly a cash crop (in average 63% of the production is sold, but up to 75% in 

many PAs), as well as tef.  

 

Linseed and rape seed are oil crops that are grown in the districts. Linseed is the major oil 

crop grown in every PA. Both are cash crops.  
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Pulse crops like horse beans and field peas are produced in almost every PAs of the 

districts, but in smaller extent. 

 

Some PAs are also very active in horticulture and grow onions, potatoes, carrots and 

garlic. Most of horticultural production, as well as pulses are cash crops.  

Some PAs of the surveyed districts are actively engaged in these activities and are highly 

benefiting from it. PAs like Lemukara, Lemuburkitu, Tajiwalkite in Lemu Bilbilo district 

are producing potatoes, carrots and onions, Ketaberenda, Edo, Alentudobado and others 

in Dodola produce potatoes, onions and garlic, Lenchawasha and Gadedo in Adaba 

district produce potatoes and onions. 

Most of the PAs use traditional irrigation process, diverting water from the rivers through 

small canals.  

 

The average size of cultivated land is 3.4 ha, ranging from 3.2 for Dodola to 3.7 for 

Adaba.  

The average size of land allocated for the main crops is found in the following table for 

each district: 

Table 4.1: Size of cultivated land (in ha)

3.21 3.66 3.35 3.41

.90 .65 1.42 .99

1.36 1.34 .98 1.22

.70 .79 .72 .74

.50 1.50 .23 .38

Size of  cultivated land

Size of  land f or Barley

Size of  land f or Wheat

Size of  land f or Lin Seeds

Size of  land f or Rape

Seeds

Mean

Dodola

Mean

Adaba

Mean

Limu

Bilbilo
Mean

Total

Dist rict

 
   Source: CIDR household survey, April 2005 

 

Crop production of each district for 2003/2004 is shown on table 4.2. 
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          Table 4.2.: Crop production in 2003/2004 

Crop type unit                  District 

 

Cereals 

Wheat 

Barley 

Teff 

Maize 

Oilseeds 

Linseed 

Rapeseed 

Nigerseed 

Pulses 

Horse bean 

Field peas 

Horticulture 

Potatoes 

Carrot 

Onion 

Garlic 

Pepper 

 

 

Qtls 

Qtls 

Qtls 

Qtls 

 

Qtls 

Qtls 

Qtls 

 

Qtls 

Qtls 

 

Qtls 

Qtls 

Qtls 

Qtls 

Qtls 

Lemu Bilbilo Dodola Adaba 

 

106,542 

649,415 

71,878 

-------- 

 

------- 

-------  

------   

 

51,924 

20,499.8 

 

15,780 

16,000 

----  

----  

1,080 

 

473,183 

256,868 

19,194 

24,594 

 

22,868 

-----   

-----  

 

8,478 

6,088 

 

------  

------  

------  

------  

------ 

 

263,717 

113,776 

11,898.5 

-------- 

 

20,055 

----   

96 

 

10,254.5 

8,732  

 

----  

----  

----  

-----  

------ 

Source: Lemu Bilbilo, Dodola and Adaba districts agriculture office. 

Note: several data were not available (eg: for rape seeds, potatoes…). 

 

The data concerning the income of crop production (excluding horticulture) per 

household are found in the next table. From the 72 surveyed households, 3 were not 

included in the following analysis as they were not representative of the sample. 
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Table 4.3.: Household Income and Expenses of Crop Production (annual

data) - value in Birr

1104 971 1303 1128

301 255 562 379

396 158 55 205

2674 3673 1958 2754

5057 6409 4817 5408

1569 2701 655 1625

Total cost of  crop

production

Cost of  fert ilizers

Cost of  rent of

mechanized harv ester

Sale of  crop

Total Crop Production

Prof it of  crop Production

Mean

Dodola

Mean

Adaba

Mean

Limu

Bilbilo Mean

Total

District

Source: CIDR household survey,  April 2005
 

 
 

Bale districts, and particularly Adaba, have higher profit level than Lemu Bilbilo. 

The cost incurred on fertilizers is not so significant, 33% as a whole of the total cost, 

which is much less than in other zones. As a comparison, this cost was 72% (926 Birr) of 

the total cost in East Wellega zone (see CIDR Feasibility study report of the 

implementation of a rural participative microfinance scheme in the East Wellega zone of 

Oromiya region, January 2005).  

This is coming from the fact that many farmers of the surveyed PAs, especially in Bale, 

are shifting the use of chemical fertilizers to animal manure and compost. The reason for 

this is the high price of fertilizers which increases every year. Their good soil, the good 

rain conditions as well as the big animal population helps this move.  

 

Around 50% of the total value of production (all crops together) is sold. 

The presence of market places in many PAs allows the farmers to sell their crops mostly 

in their PA or in a nearby local town (for more than 62% of them).  

 

For the farmers engaged in horticulture (19% of the sample), their annual average profit 

amounts to 928 Birr.  

 

In all districts the economic activities are handled by the family. Ploughing and planting 

are conducted using oxen and mostly traditional farm tools. Some farmers use tractors 

rented for ploughing, especially for new or virgin lands. 
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Most of the farmers of the surveyed PAs rent combine harvesters for harvesting wheat 

and barley. Majority of the farmers uses herbicides for weeding wheat and barley, and 

improved seeds for wheat. 

61% of the interviewed farmers hire some labour force for helping them in their crop 

production or in animal keeping. 

 

For most of the Arsi districts, the rainy season starts in March and extends to October 

with the highest rainfall concentration in June, July and August, receiving rainfall ranging 

from 800 to 2,000 mm annually. 

 

Bale zone has two types of rainfall regime; the long rainy season is March to August with 

high rain fall during June, July and August. This type covers about 20% of the total area 

(mainly in Dodola, Adaba, Kokosa, Agarfa, Gasera, Goba, Sinana Dinsho and Nansebo). 

The other regime has rainfalls during September to November which covers the 

remaining 80%, mainly the southern, eastern and south eastern part of the zone. 

Several places in Bale may have two harvests’ cycles in a year. It is however not the case 

for Dodola and Adaba.  

Generally speaking, rainfalls in the highlands of Arsi and Bale are significantly favouring 

the crop production in those zones, in comparison with most other regions of the country.  

The productivity is among the highest of the country.  

 

By now there are 3 college graduate development agents assigned in each PA to advise 

farmers to use improved farming technologies and diversify their agricultural activities. 

The development agents are also starting giving 3 months training to farmers in the 

farmers training centres (FTC) newly established by the government in each PA. Those 

training, comprising two sessions per week, are targeting young farmers with 8
Th

 Grade 

complete. However, it seems that they need to enlarge their target trainees, as not so 

many are coming.  

The governmental “Agricultural input supply company” (AISCO) and the private 

"Wondo trading company" are the two main suppliers of chemical fertilizers and 

herbicides. “Ethiopian seed enterprise” supplies improved seeds. 
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Fertilizer price is highly fluctuating from year to year. In 2004, AISCO supplied a quintal 

of DAP fertilizer for 196.40 birr and the same amount of fertilizer was supplied by 

Wondo trading company for 353.15 birr in 2005 in Dodola district. 

Though there are farmers who buy fertilizer in cash, the majority get them in credit from 

their service cooperatives. Service cooperatives supply to their members after receiving 9 

birr (3 birr commission and 6 birr for their farmers union) for each quintal of fertilizer. 

This is an additional cost farmers pay for the input they receive which makes the cost of 

fertilizer significant. 

Farmers' services cooperatives also provide grain purchase service for their members to 

stabilise the market especially during harvest when the grain price is very low; they buy 

at market price, sell the grain when the price is higher and give dividends to their 

members.  

 

According to the household survey, the main problems that farmers are facing are still the 

increasing costs of fertilizers (for 32% of the respondents), the weather fluctuations 

(21%), the attack of crops by army worms (17%) and the price of combine harvesters 

(16%, but for Bale only). However, none of those problems seem as a major threat for the 

whole sector.  

 

Besides the family farms, there are also state farms in the surveyed districts. Those farms 

(Hunte Alola in Adaba and Meraro and Serofta in Dodola), established under the Derg 

Regime, are fully mechanized and produce mainly cereals and some oil seeds. They work 

independently from the district agriculture offices and local farmers.  

 

4.6.2 Animal  breeding      

 

Both Bale and Arsi zones are traditionally known for animal breeding and still the animal 

population of these two zones is very high. In all the 3 districts surveyed there are some 

PAs which depend more on animal breeding than on crop production. In Dodola there are 

about 5 PAs which are in this case. 

The overall animal population of the 3 districts is shown on the following table. 
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   Table 4.4.: Total animal population of 2003/2004    

Type of animal Lemu Bilbilo Dodola Adaba 

Cattle 337,500 269,474 190,750 

sheep 153,350 46,514 45,288 

Goat 20,600 12,787 21,439 

Equine 68,683 41,229 27,768 

Poultry 50,842 10,041 74,827 

Source: Lemu Bilbilo, Dodola and Adaba Districts agriculture office. 

 

According to farmers, shortage of grazing land is a crucial problem (for 43% of them). 

Thousands of hectares of their grazing land was taken by state farms and has affected 

their animal population. 

Livestock, sheep, goats and equines are the dominant animal population found in all 

districts. Internal and external parasites or anthrax which occurs sometimes are diseases 

affecting the animals and are mentioned as a problem by 43% of the farmers.  

The animals in all districts are managed in traditional way by the family and some few 

farmers have up to hundred or more cattle.  

 

In average, a household owns 3 to 4 oxen, 8 cows, 10 sheep or goats and 3 to 4 equines.  

The total livestock number per household is a bit higher in Lemu Bilbilo than in the Bale 

districts.  

 

Hereunder is the profit raised from this activity for interviewed farmers (94% of the 

respondents were leading such activity).  

 

Table 4.5: Livestock income and expenses (annual data) – value in Birr 

 

District 

Dodola Adaba 
Limu 
Bilbilo Total 

Mean Mean Mean Mean 

Annual cost of livestock 720 1085 933 908 

Annual sale of livestock 1164 1190 1994 1466 

Annual profit of livestock 444 140 1017 553 

Source: CIDR Household survey, April 2005 
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The net income from livestock breeding is much higher in the case of Lemu Bilbilo than 

in the case of Bale districts, which is reflecting the highest animal population per 

household there.  

 

4.6.3 Other activities 

 

Grain, livestock and butter trade is very common, and there are professional traders in all 

districts. Even at the PA level some farmers are traders.  

Women also participate in petty trades like butter, salts and spices or in local drinks 

processing; few women also participate in grain trade using donkeys for transportation.  

 

There are no major industries in all the districts, except small wheat flour factories in 

Bokoji and Dodola towns. There are a number of grain mills in all districts even at the PA 

level, like in Hako PA which has about 7 grain mills according to the PA information. 

 

On the boundary of Lemu Bilbilo and Adaba districts, on the Wabe River, we find the 

Malka Wakana Electric Power Plant, built during the Derg regime in 1980.  

It employs over 350 permanent workers that are all living in a close compound.  

The road through the dam is a big shortcut between the two districts but it needs 

authorization (normally from the Electric Company in Addis) to use it. Permission was 

granted for the study purpose. If Buusaa Gonofaa is working in the 2 districts, long term 

authorization would need to be negotiated.  

  

4.7. Household economic scheme 

 

The average household size over the three districts is 9. 

 

It is known that land is the main livelihood of every farmer. Land belongs to the State not 

the farmer. Farmers can lease half of their land holdings according to the present 

government land policy. According to this policy both husband and wife are equally 

holding the use right of the land. Even though the regional government is supposed to 
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give land use right certificate for land holders, there is great complain especially from the 

youngsters who do not have any plot of land, because it does not include them. 

 

Livestock is the common property of the household. 

 

Apart from the traditional farm tools, many households have frame beds (94% of the 

interviewed households) and radio (72%). Only 15% have access to electricity (more in 

Adaba, due to the proximity with the Electric Plant) and 26% to pipe or well water.  

The details of their belongings and housing equipment are found in the following table. 

 

 Table 4.6.: Household House and housing equipment 
 

  

District 

Dodola Adaba Limu Bilbilo Total 

Column % Column % Column % Column % 

House and 
housing 
equipment 

Roof made of 
steel 

29.2% 66.7% 54.2% 50.0% 

Pipe/well (access 
to) 

20.8% 37.5% 20.8% 26.4% 

Latrine/wash 
basin 

29.2% 29.2% 29.2% 29.2% 

Electricity 4.2% 37.5% 4.2% 15.3% 

Radio 62.5% 83.3% 70.8% 72.2% 

Chairs/tables 100.0% 100.0% 100.0% 100.0% 

Frame bed 91.7% 100.0% 91.7% 94.4% 

Television .0% 4.2% 4.2% 2.8% 

Cart .0% .0% 4.2% 1.4% 

Farm tools 91.7% 91.7% 100.0% 94.4% 

Source: CIDR household survey, April 2005 
 
 

According to the survey, the household expenses are generally decided by both husband 

and wife.  

 

The main household expenses are food (33% of the total expenses), clothing (20%), 

school (14%), health (12%) and ceremonies (12%). The details of the expenses per 

district and per item are shown in the following table. There are no major differences 

according to district. 
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 Table 4.7.: Annual household expenses - Value in Birr 
 

  District 

  Dodola Adaba 
Limu 
Bilbilo Total Percentage 

  Mean Mean Mean Mean of total exp. 

Annual household 
expenses 1249 1523 1497 1423  

Household expense 
per head 169 206 145 173  

Food 482 558 387 476 33% 
Ceremonies 89 130 276 165 12% 
School 141 231 213 195 14% 
Housing (incl. rent) 18 0 16 11 1% 
Equipment 8 30 53 30 2% 
Health 186 165 157 169 12% 
Transportation 7 2 28 12 1% 
Clothing 276 311 277 288 20% 
Contributions 35 20 24 26 2% 
Other 8 76 66 50 4% 

Source: CIDR household survey, April 2005 

 

To get the annual household margin (what remains in the household pocket after having 

taken in charge all expenses), we subtract the household expenses from the income from 

different sources. This income is already net of costs related to each activity (i.e. it is the 

profit). Results are shown hereunder:  

 

    Table 4.8.: Annual Household Margins – Value in Birr 

 
Dodola 
(mean)  

Adaba 
(mean) 

Limu 
Bilbilo 
(mean) 

Total 
(mean) 

Profit from Crop 
production 

1,569 2,701 655 1,625 

Profit from animal 
breeding 

444 140 1,017 553 

Profit from other sources 840 2,101 1,377 1,406 

 
Total profit, before 
household expenses 
 

2,853 4,942 3,049 3,584 

 
Household expenses 
 

1,249 1,523 1,497 1,423 

 
Net household margin 1,604 3,419 1,552 2,161 

Source: CIDR Household survey, April 2005 
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The average share of agriculture (crop production and animal breeding) on total net 

income of the households is 60%. In the two Bale districts, the share of crop production is 

very high (55% each), while in Lemu Bilbilo the share of animal breeding (33%) and 

other income (55%) is higher.  

The other incomes are mainly trade and petty trade for Adaba and Dodola and 

horticulture and trade for Lemu Bilbilo.  

 

The average household margin for the three districts is 2,161 Birr, which is quite high, 

especially if we compare the margin that was found in East Wellega (880 Birr).  

While the margin is almost the same for Dodola and Lemu Bilbilo (around 1,600 Birr), it 

is much higher for Adaba (3,419 Birr). This is mainly due to the highest crop production 

profit in the visited PAs of this district.  

This margin may be considered as the annual savings capacity of each household.  

Its importance confirms the good savings potential of the area (see section 4.9.).  

 

4.8. Development institutions 

 

District agriculture and cooperative offices are the main governmental development 

institutions.  

Agriculture office assists farmers by providing technical support through extension using 

development agents. 

Since the beginning of 2005 three college graduate development agents of different 

professions, agronomist, animal husbandry and natural resources management specialists 

were assigned in most PAs to give an integrated development assistance and at the same 

time to give training through the farmers training centres (FTC). 

Cooperative office participates in reorganizing farmers' service cooperatives and 

supplying farm input to the members which help them to improve their productivity.   

 

The Ethio-Italian development cooperation is participating in road and drinking water 

infrastructures construction in Arsi and Bale zone (“Arsi-Bale Rural Development 

Project”). The cooperation has been present in these two zones since 1996 and has 

improved the accessibility to many PAs.  



MICROFINANCE TECHNICAL SUPPORT CENTRE                                                         BUUSAA GONOFAA MFI 

 31 

However, the two main roads (the one coming from Nazaret, through Arsi, to Bale and 

the one linking Bale to Shashemene) haven’t still been maintained and are in a very bad 

condition which is hindering the transportation of grains to the other parts of the country. 

The Ethio-Italian cooperation is also providing financial support to MFIs operating in 

Bale and Arsi like Oromiya savings and credit Share Company (OCSSCO), Wasasa and 

Peace.  

 

The GTZ is present in Dodola and Adaba districts. It was formerly supporting the 

building of district agriculture offices and Development Agents houses, and is now 

focusing on integrated forest development. GTZ has organized farmers around the forest 

into forest management association called WAJIB (an abbreviation of Forest Dwellers' 

Association in afan Oromo) and handed over about 50,000 hectares of forest to Wajibs. 

 

4.9. Financial services and practices 

 

4.9.1 Savings and credit behaviour and the informal financial services 

 

Farmers of the surveyed PAs are economically active and their saving capacity seems 

high. It is coming from the surplus they can generate from cash crop production (cereals 

and horticulture) and the number of animals they have.  They can easily sell sheep and 

goats from where they can get money to cover their expenses and keep their grain until 

the price has improved. 

Farmers who have participated in the meetings told that people have extra money which 

they saved in traditional ways of savings. 

When asked, through the household survey, about their savings behaviour, all of them 

(99%) said that they save in a way or another which, is an impressive percentage.   

89% save in cash. Few save in MFIs (6%), banks (3%) or Saccos (3%). It looks like some 

don’t consider the compulsory or prior savings they have to mobilize for the MFIs as a 

real saving.  

When the people get over-income, in addition to savings, they also make investment, 

especially animals (for 59% of them).  
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In case they face unexpected expenses, they mostly sell properties (i.e. animals), for 76% 

of them, or borrow money (49%). 20% also use their savings in this case.  

 

When looking at the credit experience of the surveyed households, 60% of them declared 

having already sought for a loan, and more particularly 75% in Dodola, 54% in Adaba 

and 50% in Lemu Bilbilo.  

From them, the majority requested the loan from friends or relatives (65%) and in few 

cases (22% or 12% of the total households surveyed) from MFIs. 10% also took a loan 

from iddirs, only in Bale.  

 

As we see, most of the savings and credit operations done by the PA members are 

informal, with the savings at home and the credit through friends and relatives.  

The loans received through this channel are mostly small (average of 190Birr), are 

associated with no or small interest rate (average 3.5% yearly) and for a short repayment 

period (average of 2 months).  

30% of those loans are used for medical purpose, but 42% are however used for 

economic activities (15% for agriculture and 27% for trade).  

 

Apart from those informal systems, “iddir” is the most common semi-formal financial 

scheme in the area. 93% of the respondents are part of at least one iddir, 42% of more 

than one.  

Iddirs may vary a lot in size, from 15 members to more than 500. However most are 

around 50 members.  

They are well rooted in the communities and, according to the survey, the average of 

number of years of membership in one iddir for one individual is 11 years.  

In Adaba and Lemu Bilbilo, there is an average of 50 iddirs per PA, while in Dodola, 

where iddirs are bigger, it is only 15.  

The initial aim of the iddir is to form a group of people who contribute some money that 

will serve to face funerals expenses occurring in one member’s family.  

However, in addition to those social services, like helping each other in funerals and 

health problems, iddirs have also started giving money and grain loans services to their 

members. In some cases, they are also engaged in joint agricultural activities. 
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Contrary to iddirs of many other regions where people contribute uniformly small amount 

of money every month, the iddirs met in the three districts have different kind of 

contribution mechanisms. 

Some have a monthly regular contribution (1 or 2 Birr), others have annual contribution 

(10 to 30 Birr), others contribute only when necessary and others contribute in kind (e.g. 

50Kg of grains/ year). The iddir money and grains are always kept with their cashier. 

However, most of them (83%) meet on monthly basis. 

Most iddirs give loans in money or in kind to their members. Generally the amount is less 

than 500Birr, but in some cases can go up to 1,200. The average duration of the loans is 3 

months. The loan purpose is commonly to cover unforeseen health expenses, but some 

iddirs also give loans for trade or crop production (purchase of seeds or oxen). Usually, 

there is no interest rate for health purpose but for business purpose the rate is  going from 

5 to 10 birr for 100 birr per month (60 to 120% yearly).  

In most cases, the borrower has to bring a guarantor. If there is default from the borrower 

and the guarantor, elders or the Court may be called. Expulsion of the iddir or penalties 

may also be applied. 

However, most iddirs have never faced such situations. 

 

“Equb” (the common Ethiopian ROSCA), is usually seen in the urban areas, but is 

mostly absent in the visited PAs.  

 

Money lenders are present in the area, but apparently not in every PA (in half of them). 

However, in some Adaba PAs, they mentioned more than 10 money lenders. 

The borrower must repay either in grains or in cash. In this case, the common interest rate 

is 120% yearly.  

The traders are also playing the role of money lenders.  

 

4.9.2 The formal financial services 

 

In Bokoji (capital of Lemu Bilbilo) and Dodola towns there is the Commercial Bank of 

Ethiopia (CBE). In Adaba there is no, but the town is only 25 kilometres from Dodola.  
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Concerning MFIs, there is Oromiya savings and credit company (OCSSCO) operating in 

all districts for about 6 years. In Lemu Bilbilo, OCSSCO has two branch offices, one in 

Bokoji and the other in Meraro town and is working in about 14 PAs out of 35 it with a 

total of 2,906 clients.   

In Dodola they are present in 9 PAs with only 550 clients; they are witnessing a high 

dropout rate according to the branch office information. 

In Adaba, OCSSCO is also operating but in limited areas having very few clients.  

In general OCSSCO is much more active in Lemu Bilbilo than in other districts. 

 

Savings and credit Cooperatives (SACCOs) are under formation in rural areas with the 

support of the cooperative promotion offices in the districts. In each district, 2 farmers' 

savings and credit cooperatives are currently formed. 

 

To be exhaustive, we can remind that most farmers are buying their inputs (fertilizers 

and seeds) on credit from the cooperatives.  

 

4.9.3 Needs for financial services 

 

1) Savings 

- As we have seen, most farmers save and they do it at home. They have explained that 

they don't have easy access to secure deposit facilities. So there are a number of them 

who saved in traditional ways and lost significant amount of money. They also mentioned 

that, even if there is a bank in the town, they don't know how to get the service and are 

also afraid to go there carrying money. 

Neither the MFIs nor the Saccos seem a used alternative to the bank.  

All respondents to the study declared that they are ready to save more or differently than 

in their present situation. For 90% of them, the main incentive for that would be to have a 

facility nearby their house (proximity). 50% also cited the reliability of the institution, the 

possibility to access loans and a higher interest rate as valuable elements to encourage 

them to save.  

The importance of proximity is corroborated by the fact that 92% wouldn’t be ready to 

walk more than one hour to reach a savings facility.  
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97% of the interviewed people also said that they would welcome and join a facility that 

would offer savings services at their PA level.  

- Most individual farmers save and have substantial savings at hand.  

In the following table, the respondents have stated what is their planned deposit amount 

(here annualized) in case there is a facility and what is their actual savings. Even though 

all districts have good level, Adaba savings potential is much higher (2,800 Birr). Those 

figures are in line with the ones found in section 4.7. (Table 4.8.) related to the annual 

household margin (another proxy for the savings capacity), where Adaba’s margin was 

also quite higher. 

 

                      Table 4.9. : Savings capacity of households – Value in Birr 

 

District 

Dodola Adaba Limu Bilbilo 

Mean Median Mean Median Mean Median 

Planned deposit 
Yearly amount 1323 600 2800 750 1016 900 

Current savings 1086 300 2655 400 1211 500 

Annual household 
margin (reminder) 

1604  3419  1552  

Source: CIDR household survey, April 2005 

 

- Apart from the individual farmers, there are also some farmers who are engaged in grain 

trading in every PA as well as professional traders who can deposit some of their money 

if they get a facility near to them, for security, proximity or risk sharing reasons.  

Their money may not stay for long in the facility, but may be used for very short term 

loans. It seems that in average traders may deposit between 10 to 15,000 Birr.  

- The "iddirs" who keep their money with their cashier are also welcoming the idea to 

deposit their cash in the facility. There is an average of 50 iddirs per PA (15 in Dodola) 

and, according to the interviews with the communities, they could save between 1,000 

and 5,000 each. Their savings could be blocked for a longer period.  

- Schools and religious associations are also very interested to deposit if the facility is 

established in their area. Depending on the PA, they have some substantial amount of 

money, to be kept for a certain period.  

- The expectation of the potential savers in term of interest is however high, 70% willing 

more than 12% yearly. This is probably due to the difficulty for the respondents to 

answer this question. 
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2) Credit 

- Apart from informal loans from friends and relatives, some PA members have also 

experienced loans from OCSSCO, with different levels of satisfaction. For some, the 

experience was successful (especially in Lemu Bilbilo), for others they didn’t want to 

repeat it. Those invoke the group selection process, the group guarantee, the unclearness 

of rules… 

Except in some PAs around the branch (especially in Lemu Bilbilo), the MFI doesn’t 

touch many people per PA nor reach remote PAs. 

When asked if they would need and join a credit facility set up in their PA, 92% 

responded positively, among which 100% in Adaba and Dodola. Concerning their 

immediate need to borrow money, 82% said they want a loan.  

From those people, a relatively equal proportion mentioned they would use the loan for 

crop production (29%), animal raising (34%) and trade (34%). However, the proportion 

of respondents who would use the loan for commerce is much higher in Adaba (67%) 

than in the two other districts, while crop production is favoured by 46% of Dodola 

farmers and animal raising by 44% of Lemu Bilbilo ones.  

- For agriculture loans, the following purposes are proposed by the farmers:  

 - Purchase of improved seeds, especially for wheat and barley. It can drastically 

 increase the production. 

- Rent of combined harvesters. Mainly in Adaba. Many of them are now 

borrowing at high rates from traders for that purpose. 

- Animal fattening is always commonly cited. The purchase of hybrid cattle is 

also interesting for many farmers. 

- Some mentioned the purchase of oxen. Especially for those who cannot work on 

their land and are obliged to rent it out.  

Generally speaking, it looks like there are few opportunities for the farmers to extend 

their crops in new lands. Then, they are more interested to intensify their production and 

to diversify it to more profitable cash crops.  

- Grain and animal trading; many farmers are engaged in such activities. The availability 

of dynamic market places, even at the PA level, favours this activity, especially in Adaba 

district. From the farmer who trade one goat and 1 quintal of grain to professional 

farmers, there is a wide range of trade needs and opportunities.  
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- Women are leading a lot of petty trade activities: butter, salt, spices, honey, coffee, 

sugar cane, poultry, small ruminants, clothes… Here again, due to the dynamic market 

environment, they have a potential to extend their activities, through borrowing loans.  

Some women are also processing local non-alcoholic drinks. 

- Some iddirs that are engaged in common crop production, animal fattening or grain 

storing and trading may also need loans.  

 

4.10. Striking features of the surveyed zone 

 

- The three districts under study show good economic potential. They all have diversified 

economic activities. 

Crop production is itself diversified within each household with, beside the main food 

crop which is barley, a number of good cash crops like wheat, linseed, rape seeds, tef, 

pulses,… Due to the good soil and rain conditions, the crops have very high yield.  

Especially in Adaba, the income from crops is significant. 

In Limu Bilbilo, this income (which is inferior than in the other districts) is well 

complemented by horticulture income and animal breeding. 

Trade (grain and animal) is very active, particularly in Adaba. 

- Despite their big size, most PAs visited have shown a good level of social cohesion, 

which is favoured by the presence of traditional organisation, like the role of elders and 

women or the Geda system, that are generally working side by side with the modern PA 

administration. The Muslim religion, in Adaba and Dodola, and the fact that people are 

settled in their PA for a long time are also reinforcing the social cohesion.  

- Most farmers possess a good savings culture, but which is out of the formal system, the 

money being kept at home.  

Their savings capacity calculated as the household margin is quite high with an annual 

average of 2,161 Birr. 

They are eager to find ways to secure this savings and are very interested by having a 

savings facility in their PA.  

- They have also some experience with borrowing money. Here again, mainly from 

informal sources (friends, relatives), but also from semi-formal (iddirs) and formal 

(Ocssco). The first sources are only providing small and occasional loans, while the MFI 
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hasn’t reached many PAs and is using group lending methodology which are not 

favoured by the farmers. However, it gave them some knowledge of more stringent loan 

borrowing procedures. 

Their needs in credit are still high and touch their different kinds of activities. 

They value a lot the proximity of a credit facility. 

- During the discussions concerning the way they would see the implementation of a 

savings and credit scheme in their PA, they generally provided constructive and realistic 

elements. Most PAs have qualified masons and literate people who will be necessary for 

the implementation. 

Due to the heavy rains in those areas, the accessibility to all PAs is not ensured 

throughout the year. However, the road network developed by the Ethio-italian 

cooperation provides a good access near many PAs. From those roads, motorbikes or 

mules would be needed to access some of them. 

- If the project is covering Lemu Bilbilo and Adaba, a permanent authorization should be 

received for allowing passage of the staff through the Malka Wakana dam.  

- The sensitive period preceding and following the May 15 general elections will have to 

be taken into consideration for the implementation of the project.  
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5. CONCLUSION ON THE FEASIBILITY OF A NETWORK OF 

RURAL CREDIT AND SAVINGS FACILITIES 

 

The study was covering three districts of Bale and Arsi Zones.  

Adaba district is the one where the economic dynamism and potential as well as the 

social cohesion appear the highest.  

The economic potential in the two other districts is also good, but in Dodola we faced 

some problems of cohesion between the different parts of one PA or some resistance 

from some elders. In Lemu Bilbilo, the penetration of OCSSCO is higher. 

This is why, it is proposed to start the project by establishing its centre (the rural unit) in 

Adaba town. Adaba PAs will be targeted in priority but PAs from the adjacent Dodola 

(the town is only 25km from Adaba) and Lemu Bilbilo (through the dam) will also be 

potential targets. The PAs of Lemu Bilbilo near the dam don’t have access to OCSSCO 

services and the Dodola ones will need further investigation.  

The three districts cover an area of 4,569 sq. km., with a total rural population of 522,954 

and 84 PAs.  

However, if we take Adaba district with the adjacent PAs of Lemu Bilbilo and Dodola, 

we may assess that the project area may cover 2,480 sq. km, with a rural population of 

218,000 and 36 PAs.  

 

5.1. Social Feasibility  

 

Most studied PAs have shown a good level of social cohesion.  

The traditional organisation forms like the Geda system, the role of elders and of women 

through the “siqee” system are still very present. Their way of being followed varies in 

every PA, but in most cases they are functioning in good understanding with the modern 

PA administration and favour efficient conflict resolution mechanisms.  

They have proven, in many occasions, the strength of their system.  

Most PAs have a high population number (more than 6,000 in average) because of the 

merging of former PAs, but people have settled there for a long time, are from the same 

clans and know well each other. This, in addition to their good cohesion allow for a high 
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sense of ownership around a future savings and credit scheme at their level and may 

assure a good level of social pressure. They are all motivated for this kind of project. 

Every PA has sufficient literate adults to be able to identify some for filling the technical 

staff positions.  

 

5.2. Economic Feasibility 

 

The 3 districts have an economy characterized by a diversification of sources of income: 

a highly productive crop production (with wheat, tef, oil seeds, pulses as cash crops) is 

accompanied by good animal breeding capacity, rain-fed horticulture, dynamic trade 

(grain, animals, commodities…) and petty trade led by the women. Most households are 

engaged in several of those activities which enable them to cope with their essential 

needs and to generate some profit margin.  

 

Most households are used with the notions of savings and credit, even if they mainly 

remain in the informal sector.  

A large proportion of the people save at home. Their savings capacity appears high, 

through their intention to save and their profit margin which was estimated at an average 

of 2,160 Birr. They are really motivated to have a secure place where to deposit their 

savings in their own PA.  

Apart from individual households, groups like iddirs, churches or schools are also 

interested to save nearby their location. 

Traders, several of them per PA, would also be using such facility. 

In a rough estimation done during the PA meetings, an average of 840,000 Birr of 

savings could be available in each of the 4 Adaba’s PAs.  

So far, credit is coming from friends, relatives, iddirs, money lenders, and also in some 

cases from OCSSCO. The first informal credits are either small or very expensive. 

Concerning OCSSCO, their coverage is still limited in Adaba and Dodola. 

The credit needs are however much higher than the current supply. The farmers would 

highly favour individual loans. The risk could be covered by a personal guarantor and by 

the social pressure that should be sufficient to enforce repayment.  
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Due to the diversification of their economic activities, many different kinds of loans 

could be provided: loans for crop production (seeds, harvesters, oxen), animal raising and 

fattening (including hybrid species), trade (grain and animal) and petty trade.  

 

As the local savings capacity looks promising, it shouldn’t be a problem to start 

disbursing loans from the initial savings mobilization from the PA members.  

After some time, a cash injection from Buusaa Gonofaa will reinforce the credit capacity 

of the scheme and allow for higher loan amounts.  

 

5.3. Methodological and Technical Feasibility 

 

A rural savings and credit methodology had been developed following a similar 

feasibility study led with Wasasa MFI in East Wellega.  

This methodology was resulting from the merger of the information collected during the 

field study, the proposed strategy elaborated by the PA members themselves and the 

experience acquired by CIDR on such rural schemes in other countries.  

This methodology served as a base during the in-depth discussions led with the PA 

representatives on the way they would see such a scheme in their vicinity.  

All the general principles have remained the same; only slight changes and adaptations 

have occurred and specific components will be differently decided by each PA once the 

discussion on the elaboration of internal regulations of their scheme will be reached. 

A more formal way of involving traditional rulers, like Geda, into the recovering of 

default loans could be possible in the selected PAs.  

 

The methodology implies the establishment in the selected PAs of a Rural Savings and 

Credit Facility (RSCF) that will be self-managed by the PA people under technical 

assistance of a rural unit of Buusaa Gonofaa based in Adaba. 

We hereby detail the various components of the methodology: 
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 Functioning and organisation 

 

- Building: 

The RCSF will be constructed at a central place in each PA with hard materials. 

The PA will provide land, locally available materials and unqualified manpower. 

There are qualified masons in most PAs, which could be contracted for the job. 

The RSCF will have one hall, one room for the cashiers and for operations and 

one strongroom with a safe.  

 

- Membership: 

Membership is open to any PA’s members as well as PA’s groups or 

organisations. Individual membership (not at household level) is favoured. 

The membership fees will be around:  

- 10 birr for individual; 

- 20 birr for groups and Iddirs;  

No facility should be constructed unless there is a written commitment of 

membership of at least 150 people.   

 

- The General Assembly: 

It is composed of all RSCF members and is open, for attendance, to all interested 

PA members. 

It is the highest authority of the RSCF, which is nominating the management 

committee members and the technical staff, and defines the internal regulations 

and the main orientations.  

 

- The Management Committee:  

- It is in charge of the loan decision, follow-up and recovery, and of the promotion 

and supervision of the activities.  

- Its members (5 to 7) are elected by the community. They should come from the 

different areas of the PA and include at least one woman.   

- Its members work on voluntary basis. 

 

- The Technical staff: 
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- They come from the PA. 

- They will be 2 cashiers/accountants, 1 controller (a former good cashier). 

- They will be proposed by the PA, tested upon their capacities and finally 

approved by Buusaa Gonofaa.  

- They will be trained by Buusaa Gonofaa. 

- They should be paid, from the RSCF income, an allowance on working days 

only.  

- There will also be two permanent guards for the facility that will be remunerated 

on monthly basis.  

. 

- Opening days of the facility: 

- At least one day per week (probably on market day); may go up to three. 

- But at peak season, it could be much more frequent. 

 

- The facility will start through local savings mobilization during the first 6 to 9 

months.  

Loans will be granted from those savings.  

After that, Buusaa Gonofaa will provide a loan to the facility to increase its 

lending capacity.   

 

 Loan Products 

 

Different kinds of loan are proposed. The amounts have to be confirmed with each PA.  

- Family farming loan: loan for improved seeds and rent of combined harvesters: 

400 to 800birr on 4 to 6 months, Term loan. 

- Animal breeding/fattening: from 500 to 2,000 birr (for hybrids) on 4 to 9 months, 

term loan. 

- Business/Trade loan: 500 to 5,000birr on 6 to 9 months, monthly instalments.  

- Investment loan (oxen, land, seeds): 1,000 to 5,000birr on 9 months, Term loan. 

- Petty trade loan: 100 to 500 birr on 4 to 6 months, biweekly or monthly 

instalments. 
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Interest rates may vary from 18 to 24%, depending on products, which seem well 

accepted by the communities.  

The lender shall find a personal guarantor.  

 

 Savings Products 

 

Two types are proposed:  

- Time deposit: 6, 9, 12, 18 months. It would be realistic to have interest varying 

between 5 to 6% depending on the duration even if farmers are expecting more.  

- Savings account: Interest should be around 3%. 

 

5.4. Institutional Feasibility  

 

Buusaa Gonofaa has support letters from the Regional Government to develop financial 

activities in all the districts of the Oromiya Region. 

A collaboration contract between Buusaa Gonofaa and the “community” of each PA will 

be signed. All future committed members and supporters will sign it.  

A letter from each district administration to support the implementation of the scheme in 

the selected PAs will also be sought.  

 

Buusaa Gonofaa will be providing to the RSCFs technical support, follow-up and audit as 

well as funds for refinancing. It will be the promoter of the extension of the project to 

other PAs.  

The establishment of such structures is new in Ethiopia and, at the beginning; the RSCFs 

will not be officially registered.  

Once the project is well established and the RSCFs have proven to be an efficient tool to 

bring financial services to the remote rural areas, discussions will be held with the 

National Bank to see the possibility to extend the law and regulations to incorporate the 

RSCFs.  
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Both the National Bank and AEMFI (the Association of Ethiopian Microfinance 

Institutions) are open to introduce new methodologies enabling to reach out the rural 

areas.  

 

5.5. Size of the future network 

 

There are 36 PAs in the area around Adaba town, including the whole Adaba district and 

the surrounding PAs of Lemu Bilbilo and Dodola.  

The project will start in 4 well identified PAs of Adaba (Hako, Gadedo, Garadillo and 

Foncho), a fifth PA needing to be selected during this establishment phase.  

On the total 36 PAs, most of them have more than 4,000 people. Assuming 80% have 

more than 4,000 inhabitants, it makes 29 PAs
1
. 

 

If we assume that 40% of those PAs will fulfil the criteria of eligibility (good social 

cohesion, existence of a centre and good economic potential), the total size of the 

network will reach around 12 RSCFs.  

As the population per PA is likely to be high (the average population in the 4 first 

selected PAs is 8,000), 12 facilities will be sufficient to reach the sustainability of the 

network and of the rural unit.  

 

 

 

 

 

 

 

 

 

                                                 
1
 It is difficult to have accurate population data of each PA; the data may significantly vary depending on 

the provider of information, whether it be the District Administration, the Agriculture Office or the PA 

itself.  
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6. THREE-YEAR PROGRAMME 

   

The implementation of the rural participative microfinance scheme is part of the current 

CIDR Ethiopian programme and collaboration with BUUSAA GONOFAA MFI.  

CIDR programme has planned such implementation with BUUSAA GONOFAA as well 

as with its two other Ethiopian partners, Wasasa that started the implementation in 2005 

and Eshet whom feasibility study will start later on.  

 

6.1. Objectives 

 

a) Overall objective 

The overall objective of the project is to promote social and economic development, 

through the introduction of decentralized and participative financial schemes among 

remote rural communities. 

 

b) Specific objective 

The specific objective is the set-up of a network of rural savings and credit facilities 

(RSCF) in PAs of Adaba, Dodola and Lemu Bilbilo Districts, in order to satisfy the needs 

of their population in term of credit and savings.  

 

6.2. Implementation strategy 

 

BUUSAA GONOFAA will be the implementing institution. 

It will establish a rural unit in Adaba town which will be in charge of the implementation 

of the rural scheme. This unit will be supervised by the Operations department. 

The unit may have a sub-office in one of the PAs to facilitate an easy access to the 

adjacent PAs without too many travels to and from Adaba.  

Buusaa Gonofaa will also study the opportunity to open a classical branch in the town 

which could handle its normal operations, mainly with urban and semi-urban clients.  

 

The MFTSC will provide technical assistance and supervision to Buusaa Gonofaa as well 

as financial support for the three first years of implementation, on a declining basis.  
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As this scheme is implemented on a pilot basis, the MFTSC and Buusaa Gonofaa will 

conduct it in a research-action mind to adapt its components when necessary.  

 

6.3. Expected results  

 

6.3.1. A network of 12 RSCFs is set-up 

 

Within three years, a network of 12 RSCFs is set-up in as many PAs from Adaba, Dodola 

and Lemu Bilbilo.  

The network shall reach out 7,925 RSCFs members after three years and 9,410 after five 

years.  

 

6.3.2. The RSCFs reach operational self-sufficiency 

 

The RSCFs will generate profit from the end of their first year of operations. This profit 

will go increasing year after year.  

The RSCF will first disburse loans from its own savings collection, before contracting a 

refinancing loan from Buusaa Gonofaa, after 6 to 9 months.  

 

At the end of the third year, they will have the following consolidated indicators: 

- 4,686,030 Birr outstanding loans 

- 3,751,000 Birr savings balance 

- 238,370 Birr equity 

- 1,589,760 Birr of refinancing from Buusaa Gonofaa 

 

6.3.3. The RSCFs favour the economic development of the PAs  

 

Through their services tailored to suit the needs of their members, the RSCFs will 

participate to the economic development of their members and of their PA. 

The savings products will be adapted to mobilize maximum savings from the various 

categories of PA members and to respond to their needs.  
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The various loan products shall enable the members either to diversify their income 

generating activities to secure steady income and/or to invest in more profitable activities.  

The fact that the RSCF is at the PA level and managed by PA members themselves will 

increase its appropriateness by them to make it a key actor of the PA socio-economic 

development process.  

 

6.3.4. The RSCF technical staff and Committee are technically autonomous   

 

After their initial training, the technical staff (cashiers and controller) and the members of 

the Management Committee will progressively handle all their assigned duties, with the 

supervision of Buusaa Gonofaa staff that will be on declining basis.  

At the end of the third year, they have acquired enough microfinance and management 

skills to be able to perform all their tasks without strong supervision and to face any 

unforeseen issues with the backing of the General Assembly.  

 

6.3.5. Buusaa Gonofaa team has acquired enough expertise to manage the project 

and its rural unit reaches operational self-sufficiency 

 

Buusaa Gonofaa has acquired enough skills to implement the new scheme, in terms of 

methodology, management and supervision.  

Therefore, it will be able to replicate the scheme to adjacent or other zones, from the 

feasibility stage to the implementation one. 

 

From the third year, Buusaa Gonofaa will cover the annual cost of its rural unit and from 

the fourth year generate some cumulated profit.  

 

6.3.6. The methodology is recognised and integrated in the financial framework 

 

After having proved to be efficient, the methodology will need to be recognised by the 

local microfinance industry and to be integrated into the financial landscape.  

The question of the institutionalization of the RSCFs will be raised.  

All this would allow for the duplication of the methodology in other areas of Ethiopia.   
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6.4. Description of activities 

 

6.4.1. Activities for Result 1: a network of 12 RSCFs is set-up 

 

5 RSCFs will be opened in the second semester of 2005 and 7 during 2006.  

Among the 5 first PAs, 4 have already been selected to implement the RSCFs. 

The next ones will be selected later on, on the basis of the same criteria that might be 

refined based on the experience gained during the implementation of the first ones.  

Two preliminary meetings will be held with each PA: one to collect in depth general 

information about the PA and one to elaborate on the savings and credit scheme and to 

validate the RSCF methodology.  

Each set-up of RSCF will follow the same pattern: mobilization of PA members and pre-

registration, signing of agreement with the community, construction of the facility, 

elaboration of internal regulations, selection and training of technical staff and committee 

members, purchase of equipment, and opening.  

 

6.4.2. Activities for Result 2: The RSCFs reach operational self-sufficiency 

 

After the training of the PA’s staff, Buusaa Gonofaa rural unit will strongly follow up the 

functioning of the RSCF, first on weekly basis, then biweekly, monthly, depending on the 

level of capacities of the PA’s staff.  

This follow-up will include: control of the RSCF accounts and of the respect of the rules 

and regulations by the staff, advising on the way to run the facility and on cash and 

financial management (in order to reach sustainability), participation in the general 

assembly meetings… 

Buusaa Gonofaa will also facilitate meetings with the community, the members or 

potential members if there are needs to clarify the aims and the functioning of the facility.  

 

All this will contribute to the strengthening of the skills of the PA’s staff in order to make 

them capable to manage the facility to reach self-sufficiency.  
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Moreover, to attain a sufficient level of activity, refinancing from Buusaa Gonofaa will 

start after 6 to 9 months.  

 

Those tasks will be done by Buusaa Gonofaa with regular technical support and 

supervision from the MFTSC. 

 

6.4.3. Activities for Result 3: the RSCFs favour the economic development of the 

PAs  

 

The first proposed savings and loans products have been designed with the PAs’ 

members themselves and will be refined with them during the preparation phase.  

After two years of operations, client satisfaction surveys and impact assessment through 

focus group discussions will be organised in order to adjust the methodology and the 

products if a need arises.  

Before that, all along the development of the new scheme, Buusaa Gonofaa and the 

MFTSC will be very attentive on the impact of the action and on its contribution to the 

areas’ development. 

 

6.4.4. Activities for Result 4: The RSCF technical staff and Management 

Committee are technically autonomous   

 

All PAs staff will receive an initial training provided by the rural unit, seven days for the 

technical staff and three days for the committee members.  

In addition, there will be annual refreshment sessions for the technical staff to deepen 

their management and financial skills.  

The committee members who are literate will have some additional training sessions on 

the understanding and analysis of the RSCF accounts and activity indicators.  

 

Those training as well as the continuous on-the-job supervision and counselling by the 

rural unit will bring the PAs’ staff to technical autonomy.  
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6.4.5. Activities for Result 5: Buusaa Gonofaa team has acquired enough expertise 

to manage the project and its rural unit reach operational self-sufficiency 

 

Buusaa Gonofaa operations manager has participated at every stage of the feasibility 

study (pre-identification survey, preparation of the feasibility study, supervision of the 

study, analysis, definition of the new methodology) and will be directly involved in the 

implementation phase. The experience acquired is essential for the replication of those 

steps.  

The department will work with the MFTSC on the preparation of the needed documents 

for the RSCFs and for the rural unit.  

It will conduct with the MFTSC the training for the rural unit staff (1 field coordinator 

and 2 field officers).  

After its training at the head-office, the rural unit staff will start its field work and the 

implementation of the scheme under regular supervision by the operations department 

and the MFTSC.  

Buusaa Gonofaa will have accumulated enough expertise, at head-office and field level, 

to take over the implementation of the scheme and its replication.  

 

Buusaa Gonofaa will cover the direct costs of the scheme from the direct income from 

the fourth year.  

Buusaa Gonofaa will be financially assisted for the first three years by the MFTSC who 

will cover 100% of the related costs for the first year, 70% for the second and 50% for 

the third.  

 

6.4.6. Activities for Result 6: The methodology is recognised and integrated in the 

financial framework 

 

After one or two years of activities and of success of operations, coupled with the 

experience gained by the two other partner MFIs (Wasasa and Eshet), a formal 

presentation of the methodology will be conducted to the various stakeholders and mainly 

to the National Bank of Ethiopia (NBE) and AEMFI.  

On this basis, the programme will explore with them (NBE and AEMFI) the need and the 

best ways to institutionalize the RSCFs and to integrate them in the financial landscape.  
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6.5. Resources for the implementation 

 

6.5.1. Human resources 

 

BUUSAA GONOFAA: 

- The rural unit, based at Adaba, will be staffed by 1 field coordinator (BA level in 

social sciences) and 2 field officers (diploma level, preferably recruited from the 

enumerators of the feasibility study).  

- At the head-office, apart from the General Manager who will participate to the 

main decisions, the scheme will be managed by the operations department, and 

more precisely, the operations manager who will supervise the rural unit.  

 

MFTSC: 

- The manager of the MFTSC is in charge of planning, preparation and supervision 

of the scheme during the first three years. 

 

6.5.2. Other resources 

 

- An office will be rented and equipped for the rural unit in Adaba. A sub-office may be 

rented or built in one of the PA.  

- Three motorbikes will be purchased for the rural unit staff.  

- Buildings will be constructed in each PA to accommodate the facility, including three 

rooms. They will be equipped with tables and chairs, and a strong safe. 

 

A budget for the first 3 years, including also the running costs for the office and the 

RSCFs, can be found in Annex 11. 
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7. ANNEXES 
 
 

 

Annex 1  Terms of Reference of the Feasibility Study 

 

Annex 2  Pre-identification survey report 

 

Annex 3  Map of Oromiya Region 

 

Annex 4  Map of Adaba District 

 

Annex 5  Map of Lemu Bilbilo District 

 

Annex 6  List of PAs with population for the 3 districts 

   

Annex 7  Financial Projections  

 

Annex 8  Results of household survey – the total studied zone 

 

Annex 9  Results of household survey – district comparison 

 

Annex 10  Action Plan for the first year 

 

Annex 11  Provisional budget 2005-2007 

 

Annex 12  Questionnaires used for the surveys (4) 

 

 

 


