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Abstract  

This doctoral study examines whether MFIs in Ethiopia have developed the 

managerial readiness to face emerging threats and seize the opportunities within 

the context of unpredictable changes and turbulences. The interpretative 

phenomenological approach (IPA) has been used to collect, shape, and interpret 

the lived experiences, intuitions, and insights of 10 CEOs of MFIs. The data were 

interpreted using the double hermeneutic and analysed through the lenses of the 

theory of organisational agility and the Cynefin framework to make decisions. 

The premise of this study is that MFIs without agile organisational capability may 

fail to prepare and respond to changes in the external environment. The study 

results show multiple impediments that restrict MFIs from being adaptive towards 

achieving double bottom lines, i.e., the creation of social and financial value. 

MFIs in Ethiopia suffer from “pain points” such as inflation, illiquidity, and 

turbulences. The challenges include: the weak governance practice of nominal 

shareholders, outdated decision-making processes causing delays, staff 

turnover reducing enterprising capacity, and MFIs lacking sufficient digital and 

technological infrastructure. The study found most MFIs are incapable of 

responding quickly and innovatively to seize opportunities or to overcome 

adversities. The conclusion is that MFIs in Ethiopia have inadequate agile 

organisational capability to make strategic choices and execute operational 

processes during multiple and complex changes. The findings of the research 

are important, and pertinent for a better understanding of the organisational 

agility of social enterprises. The study has provided five recommendations to 

enhance policies and practical actions to build the agile organisational 

capabilities of social enterprises.  

Key words: Social Enterprise, Microfinance, Agility, Social Value, Turbulences, 

Interpretive Phenomenological Analysis     
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CHAPTER I: INTRODUCTION  

 
Organisations are often engulfed by rapid changes, that is, constantly changing 

socio-political and economic environments (Goldman, Nagel, and Preiss,1995; 

Nejatian and Zarei, 2013) or unforeseen health emergencies, such as the 

COVID-19 pandemic. They also encounter a variety of unexpected 

consequences induced by currency volatility, inflation, upsurges in oil prices, 

government over-regulation or shifting governmental policies, technological 

disruptions and fluctuating customer demands (Hesselberg, 2019;Trinh-Phuong, 

Molla, and Peszynski, 2012;). 

To navigate through these constant changes, organisations may need the 

capabilities to respond promptly to take advantage of new opportunities (Nejatian 

and Zarei, 2013). In this regard, the concept of ‘organisational agility’ is attracting 

greater attention in the context of more complex and dynamic markets and 

economic conditions (Christopher, 2000). Organisational agility refers to an 

organisation’s capability to rapidly change or adapt in response to market 

changes (Trinh-Phuong, Molla, and Peszynski, 2012). Some authors use the 

terms ‘agility’, ‘flexibility’, ‘responsiveness’, ‘resilience’ and ‘adaptability’ because 

they are all closely related (Christopher, 2000; Goldman, Nagel, and 

Preiss,1995; Nejatian and Zarei, 2013; Kidd, 1994). For example, Christopher 

(2000) considers flexibility and agility as essential components of resilience, 

whereas Kidd (1994) argues that adaptability is a key attribute of agility. Thus, 

the lack of precise meanings and applications point to the inconsistent 

interpretations of the term ‘agility’.  

Goldman, Nagel, and Preiss (1995) articulate agility as the dynamic capability to 

thrive in a competitive setting of unexpected and endless changes and to 

respond quickly to markets served by networked competitors. These markets are 

driven by the demand for high-quality, high-performance, low-cost, customer-

configured products and services. They argue that it is not about improving 

efficiency, cutting costs, solving problems or withdrawing from the competition 

but involves making good profits, achieving improved market share and winning 

customers amid competitive storms. Kidd (1995) asserts that an agile 

organisation is fast-moving, adaptable and capable of rapid reconfiguration in 

response to market opportunities. He suggests that organisations must have 
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readily applicable processes and structures, along with the expertise and 

technology required to achieve a competitive advantage. Although Goldman, 

Nagel, and Preiss (1995) and Kidd (1995) appear to describe capabilities and 

processes within an organisation in different ways, the authors seem to agree 

that agility is about fending off the competition and achieving results. They 

emphasise being proactive, not reactive, and leading with innovations.  

 

An agile organisation is nimble and flexible, open to new realities and always 

ready to reassess experiences and change direction in light of new 

developments (Kassim, Zain, and Al-Ain, 2004). Hesselberg (2019) presents 

such developments persuasively and introduces volatility, uncertainty, 

complexity and ambiguity (VUCA) to explain the modern-day business context, 

which is continuously and rapidly evolving. Therefore, an agile company’s top 

management constantly and energetically adjusts the firm’s course of action and 

development trajectories rather than merely accepting periodic strategy reviews 

(Clair, 2013).  

 

Overall, organisational agility allows organisations to remain alert, well prepared 

and able to respond quickly (Li, Goldsby, and Holsapple, 2009) when it is 

essential to address or take advantage of a change. Here, alertness is a 

prerequisite to agility. Similarly, Goldman, Nagel, and Preiss (1995) and Kidd 

(1995) underscore the value of organisational agility by emphasising operational 

and managerial effectiveness to achieve results in a dynamic context.  

 

Similar to other businesses, social enterprises and more specifically, 

microfinance institutions (MFIs), are also confronted with external changes but 

these are often relatively more extreme in magnitude (Trinh-Phuong, Molla, and 

Peszynski, 2012). Therefore, they may require organisational readiness and 

flexibility to successfully react when facing challenges and changed 

circumstances, the development of new industry-changing technologies or 

sudden shifts in overall market conditions (Nejatian and Zarei, 2013; Trinh-

Phuong, Molla, and Peszynski, 2012). Notably, organisational readiness can be 

vital, not only to prevent business inertia or ill-preparedness but also to take 

advantage of opportunities in changing circumstances (Goldman, Nagel, and 

Preiss, 1995). 
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1.1 Problem statement 

Social enterprises serve the less-privileged citizens in a community and play a 

role in reducing poverty. Their aim is to create at least a ‘double bottom line’, i.e., 

social improvement and financial value (Elkington, 1997; Lynch and Walls, 

2009). For this reason, they are hybrid organisations that embrace social intent 

with an entrepreneurial drive (Haugh, 2005; Thompson and Doherty, 2006). MFIs 

in developing economies often assume the role of a social enterprise, as their 

objective is poverty alleviation in their economy through financial inclusion of 

people affected by financial insecurity (Yunus and Weber, 2011). 

 

MFIs in Ethiopia are increasingly providing microsavings and lending services to 

communities living in poverty. They are rapidly scaling up and expanding 

microfinance services to small businesses in cities, farmers in rural areas and 

low-income households across a wide geographical area (Amha, Tassew, 

Manex and Yoniset, 2017; Kinde, 2012; Narayana, 2016). The main driver for 

this phenomenon is Ethiopia’s government-led poverty reduction strategy and 

social development programmes (FDRE, 2016; FDRE, 2010). These MFIs are 

pivotal in creating social and financial value while operating in complex, 

unpredictable and ambiguous environments (Thompson and Doherty, 2006; 

Hesselberg, 2019).  

 

MFIs are confronted by volatility and unexpected changes in societies, 

communities and markets. Such changes have become more frequent and larger 

in scale (Li, Goldsby, and Holsapple, 2009; Hesselberg, 2019). For example, 

they often grapple with a range of problems, such as major cash-flow 

mismatches with high demand, a high turnover of talent, inadequate employee 

churn, mediocre ownership and governance structures, insufficient research or 

innovation and poor technological infrastructure  (Ossa, 2014). As Chapter II 

discusses in greater depth, MFIs and their clients operate in the context of 

unforeseen political and economic social changes and consequences, such as 

ethnic violence and conflicts. 

 

MFIs that respond more quickly and adequately to these unpredictable 

circumstances can gain the advantages (Kidd, 1994; Goldman, Nagel and 

Preiss, 1995) of mobilising more resources and reach out to more 
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underprivileged communities to offer microfinance services and achieve financial 

returns and social value. In contrast, those that are static face organisational 

difficulty (Kidd, 1994; Goldman, Nagel, and Preiss, 1995), such as failing to 

achieve their social and economic objectives.  

Therefore, several questions have arisen as a result of the context of changes: 

(1) How can MFIs organise and manage themselves to adequately face imminent 

threats and seize opportunities when they arise? (2) How can the readiness and 

flexibility of MFIs in Ethiopia help them achieve their missions to create and 

increase social value? (3) How do MFIs measure the quality and appropriateness 

of their products and services? (4) What are the individual and collective impacts 

on their clients and families? (5) How can MFIs increase outreach and ensure 

sustainability? Answering these and other questions is worthwhile because the 

outcome may be relevant for improving the management policy and practice of 

socially driven MFIs in Ethiopia. 

This research seeks to build a better understanding of the multidimensional 

threats of, and opportunities for, MFIs in Ethiopia to navigate through complex 

settings; responding to and steering through a difficult business context calls for 

agile capabilities. This study is crucial to understanding the external realities and 

responses to the threats and opportunities through the lived experiences of the 

sector’s leaders and to shaping recommendations for management policy and 

practice. 

 

1.2 Research objective and questions  

 

1.2.1 Research objective 

The objective of this research is to investigate the organisational agility 

(readiness and flexibility) of social enterprise MFIs in Ethiopia. The study 

explores the organisational capabilities of MFIs to plan and execute strategic 

choices and operations.  

The premise and motivation for formulating the objective is the lack of published 

research on the organisational agility of microfinance MFIs in Ethiopia. This 

sector has only emerged within the past two decades and continues evolving; 

detailed discussions on this are provided in chapter II. The general proposition 

is that failure to acquire agile capability may mean losing business continuity, 
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steadiness and preparedness at a time of changing external factors or VUCA 

(Goldman, Nagel, and Preiss, 1995; Mundra, 2018; Hesselberg, 2019). The tenet 

of this study is that by acquiring agility, MFIs will be able to do more than just sit 

through uncertain and tough times; they have the ability to innovate to thrive. 

This research has three specific objectives. It aims to: (1) explore MFIs’ 

assessments of emerging threats and opportunities in the environment; (2) 

analyse whether MFIs have agile organisational capabilities to tackle threats and 

take advantage of opportunities emerging from changing realities, and; (3) 

formulate recommendations for management policy and practices and contribute 

to knowledge in the research area. The research focus and scope are further 

guided by the research questions, which are designed to align with and achieve 

these research objectives.  

1.2.2 Research questions  

The main research question examines whether MFIs in Ethiopia are developing 

organisational readiness to meet emerging challenges to seize opportunities in 

a continuously changing and dynamic environment. The outcome of a pilot study 

on selected MFIs helped refine and hone the research questions.  

The following specific questions cover the scope of the research topic:  

• RQ1: What critical threats and opportunities arise from the unpredictable 

realities or changes with which MFIs grapple?  

 

• RQ2: How do MFIs use organisation agility in dynamic situations to enable 

them to respond effectively to complex, unpredictable and unexpected 

changes?  

 

• RQ3: From the perspective of MFIs, what management policies and practices 

are required to develop organisational readiness and flexibility to respond to 

changes?  

 
 
These research questions are set to achieve the research objective. The 

research questions have also been evaluated against the criteria suggested by 

Bryman and Bell (2011), which include the following: questions should be clear, 
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researchable, connected with established theory and research, linked to each 

other, and have the potential to contribute to knowledge and practice.  

1.3 Overview of the research design 

Considering the context, the problem statement, the research questions, the 

theoretical framework on organisational agility and the lack of previous research 

on this topic, this study pursues a qualitative approach in which rich qualitative 

data is collected, analysed and interpreted. (Creswell, 2007; Cryer, 2006). The 

study employs a specific qualitative inquiry, namely, phenomenological research, 

and specifically, the interpretative phenomenological approach (IPA) (Flowers, 

Smith, and Larkin, 2012). The IPA was the most relevant and appropriate method 

to use for analysing the data for the pilot research project, where the researcher 

examined cumulative and longer-term experiences in the management of 

Ethiopian MFIs. The IPA helped find a common meaning of lived experiences 

(Flowers, Smith, and Larkin, 2012) in this setting.  

There are two main approaches to phenomenology – hermeneutical and 

transcendental (Creswell, 2013; Flowers, Smith, and Larkin, 2012). The former 

is interested in the nature of lived experience and the interpretation of the 

meaning of that experience. The transcendental approach, however, places 

more emphasis on the description of the individuals’ experiences and involves 

fewer interpretations (Creswell, 2013; Moustakas, 1994).  

This research applies the hermeneutical approach for the data of the lived 

experiences and insights of the 10 interviewees in this study. The individual 

experiences and insights of each person interviewed and the collective data are 

analysed (Flowers, Smith, and Larkin, 2012). The researcher has developed 

textural and structural descriptions of these experiences to define their ‘core 

essence’ and emerging themes (Moustakas, 1994). 

The data collected reflect the lived experiences of chief executive officers (CEOs) 

from the 10 participating Ethiopian MFIs. The study is focused on the lived 

experiences only that relate to their thinking and strategy. These are interpreted 

through the lenses of organisational agility. The CEOs are targeted, as they are 

principally responsible for leading the strategic direction, daily operations of 

portfolios and making practical decisions by assessing risks and other factors. 

The utility of IPA, here, is to retrieve and illuminate that expertise, experience 
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and intuition. Due to this study’s financial limitations, the researcher purposely 

identifies participating MFIs based on access for interviewing CEOs and the 

organisations’ ownership. The specific criteria require that they (a) have 

headquarters in Addis Ababa, (b) are willing to participate in the study, and (c) 

are social enterprise MFIs owned by private investors or NGOs and not owned 

by or affiliated with the government.  

The researcher then conducts semi-structured interviews with the selected 

CEOs who have consented to participate in the study. The field data collection 

proceeds smoothly because the practical lessons from the pilot study have 

helped secure access, ensure research ethics approval well in advance and 

organise the interviews through active engagement with the participants. The 

enlisted interviewees exclude those who had participated in the pilot study to 

avoid research fatigue. 

1.4 The significance of the research 
The preliminary literature review underscores the lack of clarity about the concept 

of organisational agility and its application. This inconsistency has triggered 

interest in finding ways of contributing to the knowledge about and the practice 

of organisational agility (Kassim, Zain, and Al-Ain, 2004; Clair, 2013; Trinh-

Phuong, Molla, and Peszynski, 2012). Additionally, to the researcher’s best 

knowledge, there are no studies that examine organisational agility, either in the 

context of social enterprises or, specifically, MFIs in Ethiopia. One of the 

objectives of this study is to provide recommendations for policy and practice 

that will enable agile management to facilitate and scale-up social value. 

 

The research findings have importance and relevance for the managerial and 

practical application of organisational agility and from academic perspectives 

(Wisker, 2001; Punch, 2014), such as identifying interpretations of the concept, 

particularly in the context of MFIs. Ways of improving the policy and practice of 

managing MFIs in the context of VUCA are important contributions of the study. 

The research provides insights into the utility and the possibilities of 

organisational agility for MFIs, which are currently neglected or entirely omitted.  
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1.5 Structure of the thesis 

This doctoral thesis is organised into seven chapters. Chapter I is followed by a 

background discussion in chapter II to provide the broad and specific contexts in 

which the research has been conducted in Ethiopia. The discussion includes an 

overview of the country’s political, economic, institutional and regulatory 

dynamics. Chapter III provides the literature review of theories to conceptualise 

organisational agility, including the most current debates. Chapter IV discusses 

the research methodology, with a focus on IPA and includes ethical 

considerations. It elucidates on the choice of a qualitative inquiry, which consists 

of gathering data and applying processes to the data analysis and interpretation. 

Chapter V explains the main results of the interviews, using the IPA and 

interpretations. The research questions are answered in Chapter VI, which 

includes discussions on and an analysis of the results. Finally, Chapter VII 

provides conclusions, recaps the research process and the results, along with 

recommendations for changes to management policy and practice. It also notes 

the research limitations and identifies the gaps that can be addressed by future 

studies.  

Both the context of this study and the discussions on the theoretical framework 

are presented in chapters II and III: the background of MFIs in Ethiopia and the 

literature review, respectively.  
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CHAPTER II: BACKGROUND  
 

This chapter presents the contextual analysis for the doctoral research project. 

It provides a brief background of the political, economic, and social dynamics 

and trends in Ethiopia in relation to the poverty reduction efforts made by the 

national government and other stakeholders. It also discusses the state and 

growth of MFIs as valuable organisational actors, as well as their experiences 

and the environments in which they operate. Assessments on the development 

of the financial system and the efforts towards financial inclusion of the poor 

population in urban and rural areas are provided. It also presents the regulatory 

and policy environment for the operation of MFIs. The final section draws the 

conclusion.  

 

2.1 Country context  

Ethiopia is a landlocked country and a developing nation in the Horn of Africa, 

bordering Djibouti, Eritrea, Somalia, Kenya, South Sudan, and Sudan. According 

to 2020 projections by the Population Division of the Department of Economic 

and Social Affairs of the United Nations, the total population of Ethiopia is 

estimated at approximately 114.96 million (UN, 2019). Ethiopia has become the 

second most populous country in the continent of Africa, next to Nigeria. It is also 

home to various ethnicities (more than 80), but predominantly comprise the 

Oromo and the Amhara, who account for over 50% of the population (CSA, 

2020). This research focuses on the MFIs headquartered in Addis Ababa, which 

is the largest city and the capital of Ethiopia, with a population of more than 4.6 

million. Ethiopia’s political dynamics, economic shifts and social changes are 

breathtakingly rapid and strong. The changes are triggered by internal and 

external factors, leading to both challenges and opportunities, as succinctly 

explained below.  

2.1.1 The political transitions  

Political changes in Ethiopia are both dramatic and dynamic. Since early 2018, 

the country has embarked on rapprochement with Eritrea, released a large 

number of political prisoners and allowed exiled dissidents to return to Ethiopia  

(ICG, 2019). To reverse the repressive political order, a wide range of reforms 

has taken place in the spheres of democracy, legal frames and public institutions. 

The Ethiopian People’s Revolutionary Democratic Front (EPRDF), the coalition 
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of parties rooted in ethnic constituency and that had ruled the country since 1991, 

was effectively dismantled and replaced by the Prosperity Party.  

An example of the former is breaking from the past with more freedom being 

given to media houses and political opponents. However, the transitions are 

infiltrated by ethnic animosity and strife, which have instigated killings and 

displacements (ICG, 2019). Tensions are widespread among communities and 

many universities across the country.  The ICG (2019) report suggested that 

these political unrests are becoming key threats to the security and stability of 

the communities and the entire nation. 

Significant progress in peacebuilding, bolstering the rule of law and improved 

governance ought to be important priorities to sustain the political transition and 

create a peaceful society. Otherwise, protracted political turmoil, violence and 

uncertainty could lead to more complexities and impediments to not only the 

efforts to keep the momentum for economic growth but also the agenda of 

reducing widespread poverty and vulnerability in the country. This research 

examines the effects of uncertainties and complexities on the business and 

management strategies of MFIs and their preparedness to effectively operate in 

a dynamic political context.  

2.1.2 The economic trends  

Over the last decade, the Ethiopian government has focused on achieving 

accelerated economic growth, eradicating poverty and implementing the Growth 

Transformation Plan (GTP) Phase I, a strategic framework for the five-year 

period (2010–2015) at the national level (FDRE, 2010). The government is 

counting on the success of this Home-Grown Economic Reform Program (i.e., 

the GTP), which is expected to drive the economy by developing a vibrant, 

competitive and sound financial system. 

The government is currently executing GTP Phase II, which will run until the end 

of 2020. GTP II aims to achieve “ [ … ] an annual average real GDP growth rate 

of 11% within [a] stable macroeconomic environment” along with measures 

aimed at structural and systemic changes to stimulate rapid economic growth, 

with a vision for Ethiopia to become a lower middle-income country by 2025 

(FDRE, 2016, p. 76). Both GTP I and GTP II take into consideration the growth 

of the financial sector, particularly the MFIs, to support the expansion of the 
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productive employment of people living in poverty. The strategy implementations 

might have been affected by the COVID-19 pandemic with adverse impact which 

will have to be re-evaluated to recommence normal activities, post pandemic. 

It is important to note that the Ethiopian economy has grown at an average of 

9.9% a year since 2007/2008, for a decade, with the ambition to become a lower 

middle-income nation in less than a decade (World Bank, 2020). A report by the 

World Bank suggests that the positive economic performance has reduced the 

proportion of the population living below the national poverty line on US$ 1.9 a 

day. However, according to the World Bank, although those living in poverty 

decreased from 30% of the population in 2011 to 24% in 2016, the poorest 10% 

of the population had not experienced any growth in income since 2005 (World 

Bank, 2020), which suggests Ethiopia’s poverty, for the poorest, is worsening. 

This because of lack of increase in real terms (i.e., accounting for inflation) and 

population growth. 

According to analysis based on the 2004/2005 Household Income Consumption 

Expenditure Survey (HICES), economic growth of 1.0% contributed to a 1.7% 

reduction in poverty across the country.  This figure increased to 1.94%, based 

on the 2010/11 HICES (FDRE, 2016, p. 6). This improvement shows the potential 

to reduce poverty due to low income with improvements in other social indicators 

such as reduced infant and child mortality and increased primary school 

enrolment rates (FDRE, 2016). Most of the growth is created by subsistence 

agriculture, which contributes up to 40% of the GDP and over 80% of 

employment in Ethiopia (World Bank, 2020). The largest revenue from foreign 

exchange also comes from the export of agricultural commodities, especially 

Arabica coffee.  

The growth is further fuelled by recent expansions of industrial parks, public 

investments in the construction of physical infrastructure, tourism, export-led 

direct foreign investments, and the development of services (FDRE, 2016). 

Additionally, economic reforms are aimed at privatising the telecommunication, 

banking, and manufacturing sectors (NBE, 2020).  

Although in its 2018/2019 annual report (NBE, 2020), the National Bank of 

Ethiopia (NBE) projected Ethiopia to achieve an economic growth rate of 10.8% 

in the following year, the World Bank forecast only 6.3% (World Bank, 2020). 
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Moreover, it is important to note that the data and analyses in the reports were 

completed substantially prior the COVID-19 (novel coronavirus) pandemic. 

Therefore, the indicators do not factor in the negative impacts of the pandemic 

on the economy because they are unknown. They are, however, indicative of the 

economic circumstances and dynamics in the absence of the 2020 economic 

shock. 

2.1.3 Pervasive poverty   

Despite Ethiopia’s promising recent economic performance and growth, which 

have generated additional employment and increased household incomes, it 

remains one of the poorest nations in the world. The data from the NBE (2020) 

show that extreme income inequality, multidimensional and pervasive poverty, 

and high levels of unemployment among the youth are the most important 

concerns, and the annual per capita income still stands at US$ 790.  

The level of illiteracy remains very high, where nearly 80% of the adult population 

lack reading and writing skills (FDRE, 2016). Ethiopia’s Human Development 

Index (HDI) value for 2018 is 0.470 – which puts the country in the low human 

development category, positioning it at 173 out of 189 countries and territories 

(UNDP, 2019). The agriculture sector, which employs 80% of the population, is 

heavily dependent on sufficient rain, which means that drought induced by 

climate change is a major source of vulnerability to the majority of rural farmers 

(FDRE, 2010). Simply stated, the majority of the population that generates its 

livelihood from agriculture activities continues to live in poverty and to be at risk 

of climate-induced shocks. The Grand Ethiopian Renaissance Dam (GERD), 

which aims to address acute energy shortage by production electricity, may help 

to establish livelihood from manufacturing. The controversial dam may contribute 

to regional economic and human development.  

Unemployment in urban centres is also very high, particularly among women and 

the youth, which remains a major developmental challenge for Ethiopia (Amha, 

et al., 2017). Creating a pro-poor programme and opportunities for people with 

disabilities, the elderly and vulnerable population groups would be essential to 

promote rapid, broad-based and sustainable development (UNDP, 2019; FDRE, 

2016). In short, direct investment in youth and women empowerment and gender 
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equality could yield great economic benefits, which in turn can directly contribute 

to poverty alleviation.  

Social investments from not-for-profit organisations, government, donors and 

private companies can be for: financial inclusion; access to resources (including 

land); ending all forms of violence against girls/women; educational attainment 

and increasing the rate of participation in the workforce. For example, the 

government is bestowing a high share of its national budget to pro-poor 

programmes and investments, including social safety programmes (UNDP, 

2019; World Bank, 2020). The longstanding programmes for emergency 

humanitarian assistance, however, relied on donors to finance. Although saving 

lives, they failed to protect household assets, with vulnerable households 

becoming increasingly poorer and unable to cope with recurrent economic 

shocks. Re-examining and restructuring the political economy of aid, the 

Productive Safety Net Programme (PSNP) was introduced in early 2000, which 

provides guaranteed support to chronically food-insecure families (Lavers, 

2019). Laver’s study indicated that the PSNP actively engaged the communities 

(those who are able) in public works to build vital infrastructure, enhanced 

household assets and reduced the number of people who needed direct social 

assistance as a response.   

The programme enjoys government ownership and support, but donors played 

a key role in the programme’s design and adoption. By 2015, the PSNP reached 

out to over 10 million people and has become the centrepiece of the social 

protection system despite the apparent hostility towards Western-style welfare 

provision or ‘social protection’ (Lavers, 2019). The Ministry of Labour and Social 

Affairs is responsible for the National Social Protection Policy. International 

donors also continue to provide vital contributions to financing pro-poor 

programmes as part of the Sustainable Development Goals (SDGs) of the 

Agenda 2030 (NBE, 2020) initiative. The latter entails increased educational 

attainment, better health outcomes, food security/improved nutrition and 

increased sanitation. Achieving those social development goals can only be 

effective and successful if communities can participate in all matters that affect 

their lives. 
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The role and responsibility of addressing poverty and inequality, however, goes 

beyond that of the government and donors. This task essentially requires the 

additional active participation and contribution of a range of stakeholders in 

Ethiopia that have the mission of contributing to the agenda of sustainable 

development. These might include the private and business sector, the 

technology sector, non-governmental organisations, foundations, UN agencies, 

farmers’ cooperatives, women and youth groups, and workers and trade unions.  

Across the range of stakeholders, this study focuses on social enterprises, and 

more specifically on MFIs, which claim that they are playing an important role in 

reducing poverty through the provision of financial services with the intent of 

having a social impact.  

2.2 Microfinance Institutions in Ethiopia   

 

2.2.1 Initial stages    

Ethiopia has an old tradition of informal sources of credit, which is still alive and 

active, such as Iquib, Iddir [grassroot social organisations) as well as borrowing 

from friends and relatives, in the form of relatively flexible loans but with high 

interest rates (Amha, Tassew, Manex and Yoniset, 2017). During the socialist 

system era in the 1980s and the 1990s, the Government of Ethiopia promoted 

cooperatives to provide farmers and poor urban dwellers with credit and farm 

inputs. The system was reintroduced to promote savings and credit services.  

Data from the Federal Cooperative Agency of Ethiopia (2014) showed a total of 

56,044 primary cooperatives and 311 unions, with approximately 9,165,267 

members and Birr 8.8 billion in share capital. The cooperatives were mainly in 

agriculture but embraced other sectors, including housing, handicraft, retail, and 

mining, just to mention a few. Meanwhile, the unions focused on the marketing 

of grain, coffee, fruits and vegetables, and milk (Gashayie and Singh, 2016, p. 

11). 

For their social development agenda, international and local NGOs started pilot 

credit and savings projects with ‘revolving funds’ [which often established by its 

members who are users of assets for a specific purpose] in their social 

development programmes in rural and urban areas (Ageba & Amha, 2006; 

Hasan & Batra, 2018). NGOs used to include credit schemes in their broader 
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development programmes. In those days, international donor agencies provided 

substantive grants or funding to promote post-drought recovery programmes 

with social development goals. Amha, Tassew, Manex and Yoniset (2017) point 

out that the difficulty and dilemma at that time was a mixture of financial 

assistance and charitable intervention, which raised questions, from the 

standpoint of both accountability and suitability.  

The legal and policy concerns about the growth in savings and credit 

programmes prompted the formulation of a regulatory framework and the 

Licensing and Supervision of Microfinance Institutions (MFIs): Proclamation No. 

40/1996 (Wolday, 2000). This proclamation allowed MFIs, as both commercial 

and social enterprises, to mobilise savings and undertake businesses that 

extend credit to the poor.  

The government is directly involved and guides the business of the MFI industry 

by providing political backing and financial aid and taking ownership of MFIs. For 

example, the three largest MFIs, namely Amhara Credit and Savings Institution 

S.C. (ACSI), Dedebit Credit and Savings Institution S.C. (DCSI) and Oromia 

Credit and Savings Institution S.C. (OCSSCO) account for 65% of the market 

share (NBE, 2020). This research will focus on those that claim to be relatively 

independent and private and that attempt to reach impoverished communities in 

rural and urban areas. 

The growth of MFIs in Ethiopia is one of the fastest in Africa because of the 

government’s purposeful drive to achieve poverty reduction among the poorest 

men and women in rural areas by promoting both credit and savings products 

(Deribie, Nigussie, and Mitiku, 2013; Hasan and Batra, 2018). They are 

motivated to target the poorest families, who are often unable to access loans 

from traditional commercial banks (Ageba and Amha, 2006) because they lack 

assistance, seek very small loan amounts and engage in small businesses, such 

as petty trade, small-scale farming and so forth (Hundanol and Berhanu, 2012). 

The partnership is very strong because MFIs consider the poor as reliable 

customers and actively provide skill-based training and technical assistance for 

developing businesses (Kinde, 2012; Meyer, 2002).  In contrast to the PSNP, 

which is heavily reliant on donors’ finance and policy input (Lavers, 2019), 

microfinance programmes are very much built on home-grown ideas, local 
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resource mobilisation and evolving development that have great potential 

success and sustainability.  

The Association of Ethiopian Microfinance Institutions (AEMFI) was established 

in 1999 and is legally registered. The purpose of this association is to facilitate 

the sharing of information and best practices among MFIs. It also provides a 

national-level forum for policy dialogue, with the objective of positively influencing 

the policies governing microfinance activities in Ethiopia. The economic, social, 

and political value of MFIs are well reflected in the growing interest in the public 

policymaking arena and the efforts to promote them.  The increasing attention of 

policymakers and scholars on MFIs has triggered national events, journal articles 

and specialised associations, such as the AEMFI (Amha, 2000; Ageba and 

Amha, 2006; Amha, Tassew, Manex and Yoniset, 2017; Tolossa, 2019;). This 

indicates that MFIs in Ethiopia are continuing to learn from one another’s 

practices and experiences through annual gatherings/symposiums organized by 

AEMFI to build a collective vision and business-oriented capabilities to bring 

about inclusive, fair and sustainable development for communities across the 

country. 

 

2.2.2 Regulatory policy 

In July 1996, the government issued Proclamation No. 40/1996 for ‘Licensing 

and Supervision of Microfinance Institutions,’ which stipulates that MFIs are 

regulated and controlled by the NBE. This mainstreamed the financial services 

of various NGOs and government agencies to poor communities. The major 

purpose of the government for revamping the whole microfinance sector by 

introducing the 1996  proclamation was triggered by the poor performance of the 

NGOs’ savings and credit schemes (Amha, 2000). The credit delivery of NGOs 

generally does not follow the healthy credit culture of sound, sustainable and 

responsible practices. The NGOs were therefore obliged to apply for a formal 

MFI licence. 

The proclamation provided a legal framework for the MFIs to be established as 

share companies owned by Ethiopians (not foreigners). Since then, many MFIs 

are now owned by regional governments, NGOs, associations and individuals 

and have been registered and are delivering microfinance services in rural and 
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urban areas across the country (Amha, 2000; Amha, Tassew, Manex and 

Yoniset, 2017).  

However, there are impediments rooted in flaws and outdated regulatory and 

public policies for the microfinance sector, some of which were issued back in 

1996. These include restrictions on NGOs to carry out microfinance activities, a 

deficiency in credit information, high risks to depositors in MFIs and over-

regulation of the sector (Amha, Tassew, Manex and Yoniset, 2017; Ossa, 2014). 

While MFIs are social enterprises, there is a lack of clarity on the regulatory 

framework for social entrepreneurships. For instance, the private or business-

for-profit sector is administered by the commercial law of Ethiopia, while NGOs 

are regulated through the Charites and Societies Act. Nevertheless, given the 

nature of their work, social enterprises or MFIs cannot be regulated by the NBE, 

commercial law or the Charities and Societies Act alone. 

Additionally, the Microfinance Business Proclamation (No. 626/2009) provided 

the legal framework to establish MFIs (Hundanol and Berhanu, 2012). The 

proclamation prohibits enterprises to engage in microfinance businesses without 

obtaining a licence from the NBE. However, these legal provisions do not apply 

to other social enterprises.  

2.2.3 The performance   

By 2019, the National Bank of Ethiopia (NBE) had registered 38 MFIs, which play 

a pivotal role in promoting poverty reduction, social change, and sustainable 

development. Compared with year 2018, their total capital and total assets 

increased by 20.3% and 24.1% and reached Birr 16.6 billion (US$ 487.87 million) 

and Birr 83.5 billion (US$ 24.54 billion), respectively (NBE, 2020).  

The total savings of the MFIs increased year after year, with a boost in average 

savings per client. Additionally, a report by the National Bank indicated a 

noteworthy expansion of deposit mobilisation and credit provision over time. 

Ethiopian MFIs have proven that poor people can save money once they are 

given access to loans (Hasan and Batra, 2018). The MFIs lend to poor men and 

women, with minimal conditions, if any (e.g., without collateral for borrowing), but 

charge high administrative costs, carry out a rigorous appraisal of business plans 

and put in place strict monitoring of performance (Sunita, 2003). As indicated 

earlier, most of these enterprises are dominated by federal or regional 
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government bodies, and the profit margins are relatively low. As a result of legal 

restrictions, it is easy to see why similar social enterprises that are not sponsored 

by the government fail to take off.  

Hasan and Batra (2018) conducted a study to assess the performance of 31 

MFIs operating in Ethiopia. The outreach of the MFIs showed increments over 

the period of the study, with varying rates of growth and an overall rise in the 

period from 2010 to 2016. They reached the very poor but to the disadvantage 

of women. Regarding financial sustainability, the MFIs in Ethiopia did well and 

showed improvement over time by the measures of return on asset (RoA), return 

on equity (RoE) and profit performance. Finally, the measure of the impact on 

the poorest of the poor was imprecise (Hasan and Batra, 2018, pp. 64-45). Such 

communities had very limited knowledge and awareness of the practice of 

‘financial literacy’.  

A shortage of funds or low liquidity for credit services are equally crucial 

constraints, widening the gap in the unmet need for the expansion of 

microfinance services among urban and rural households (Kinde, 2012). The 

number of borrowing clients reached over 4.6 million in 2018, a very small 

outreach figure when considering that over  35% of the population of 114 million 

living in poverty (NBE, 2020). Moreover, the number of potential clients is large 

because of the high prevalence of unemployment and poverty, which means that 

the demand for financial services remains high (Hundanol and Berhanu, 2012) 

across the country. Because of their low preference for taking credit risks, the 

commercial banks still escape targeting the poor due to their stringent 

requirements for saving or lending. 

Some studies also question whether microfinance programmes are actually 

effective tools for poverty alleviation or whether they cause debt burden (Amente, 

2019). Given that poverty is a multidimensional concept, access to financing 

cannot be a panacea. Additionally, MFIs pursuing dual goals or missions, that 

are commercial (profit and sustainability) and social (poverty reduction), often 

face the dilemma of lending to the poorest, whose repayment rate is low or slow. 

In this context, there is a high risk of default on repayment.  According to Amente 

(2019), evidence shows that clients from very poor households settle their loans 

by borrowing from others, which often exacerbates situation. 
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During this doctoral research, the Covid-19 (coronavirus) pandemic has caused 

a sudden shock and considerable uncertainty around the world. The negative 

impact of the pandemic on the Ethiopian economy and the country’s most 

vulnerable population has not fully been assessed yet. However, a study on the 

Somali Regional State of Ethiopia shows vulnerable groups such as agropastoral 

communities and households are experiencing a sharp decline in income and 

expenditures while struggling to survive (Mercy Corps, 2020). The study report 

underlined the crippling effect of the COVID-19 crisis on the performance of 

MFIs, small business continuities and on customers’ ability and willingness to 

maintain deposits and savings (MercyCorps, 2020). Because of the Covid-19 

shockwave, the study exposed that one  MFI in the region is facing increasing 

delays in collecting loan repayments, and liquidity is falling while its portfolios will 

likely come under stress as a result of lending to households that may be unable 

to maintain solvency. Meanwhile, small businesses and organisations would 

continue to be vulnerable to failure.  

2.2.4 Governance and ownership     

Governance and ownership of MFIs pose a critical challenge. Proclamation No. 

40/1996 prohibits NGOs or government bodies from engaging in microfinance 

functions. In contradiction to this proclamation, regional governments or NGOs 

often backed MFIs, while selected officials served as “nominal shareholders” 

(Amha, Tassew, Manex and Yoniset, 2017). On the basis of a reliance on 

strategic partners, there are government-oriented or NGO-oriented MFIs, both 

currently emphasising the social goal over the commercial one. By client and 

financial service volumes, government-oriented MFIs predominate with no legal 

form of real ownership.  

These nominal shareholders do not derive dividends from the profits, which are 

reinvested back into the social mission, more outreach, and the development of 

the institute. In this kind of ownership structure, shareholders are not real 

investors and owners, which can often cause a lack of genuine commitment or 

incentives, managerial incompetence and poor governance (Amha, Tassew, 

Manex and Yoniset, 2017; Derbew, 2015; Ossa, 2014).  

As MFIs continue to mature and expand, emphasis on the ownership and 

governance arrangement is vital to pursue both profit-oriented and social goals. 

This means that the personal and collective knowledge of the board members 
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and trust in the executive staff are key to steering the establishments that provide 

microfinance services from the early stages of formation to attracting capital, 

developing the business and changing to scale up financial services to the poor. 

Considering Ethiopia’s very large poor population, the current outreach is still 

unsatisfactory.  

The governance challenges are compounded by the lack and the high turnover 

of skilled and experienced staff who show aversion to working among poor 

communities in rural areas (Amha, 2000; Derbew, 2015). The MFIs do not yet 

use modern finance technologies to standardise monitoring and reporting 

(Derbew, 2015). The latter means poor accountability as well as policy and 

strategic decisions are not informed with reliable data. There are striking regional 

differences in capacity and capital, which are at least partially explained by 

political and socio-historical constellations.  

Concerns about profitability and sustainability have been raised, given the 

growing inflation and very low interest rates in the microfinance service sector. 

Finally, due to the low use of technology and poor management information 

systems, obtaining real-time and accurate data poses the greatest challenge for 

policymakers, regulators, and MFIs. Research and continuous impact 

assessments are vital until the sector is able to develop its capacity for evidence-

based and data-driven policy and decision making. 

MFIs in Ethiopia are working towards the strategic pursuit of achieving their dual 

mission to reduce poverty and expand their outreach over time and to make 

profits in order to become financially sustainable (Yunus and Weber, 2011; 

Amha, Tassew, Manex and Yoniset, 2017). Strategic management is therefore 

focused on addressing the tension between profitability/sustainability and 

outreach to more poor people in need of financial services.  

Realising the trade-offs between social mission and sustainability would be 

tough, requiring not only persistence to operate without subsidies or grants from 

donors or the government, but also reaching out to more geographic areas and 

targeting more poor people. However, as Kinde (2012) explains, the depth and 

breadth of the outreach can have a direct negative impact on sustainability. This 

calls for MFIs to build their organisational capability to concurrently drive social 
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change through innovative products and services for their clients and 

aggressively work on financial sustainability. 

Therefore, the organisational capabilities of MFIs are fundamental to mobilising 

large savings, effectively lowering operational costs, mitigating risks of loans and 

generating profits (Amha, Tassew, Manex and Yoniset, 2017). In this regard, the 

growth of MFIs in Ethiopia has demonstrated their considerable progress in 

managing the trade-offs, that is, increased outreach (serving the poorest 

segment) and sustainability (financial/operational). 

2.3 The financial system  
MFIs, along with Savings and Credit Cooperatives (SACCOs), commercial banks 

and insurance companies, are the most important institutions part of the financial 

system of Ethiopia that provide society with financial services (Amha, Tassew, 

Manex and Yoniset, 2017). The system of financial services can be vital to 

encourage money to be invested for rewards, and to reduce risks and increase 

certainty over a long period of time, thereby contributing to poverty reduction or 

supporting the implementation of sustainable development (Mainelli & Mills, 

2018).   

However, for decades, the NBE as the central bank, along with the Development 

Bank of Ethiopia (DBE) and the Commercial Bank of Ethiopia (CBE), dominated 

the banking sector. Both are owned entirely by the government and have failed 

to provide products and services to the poorest segment of the population. That 

is because those in this segment do not usually satisfy the typical commercial 

requirements for risk assessment. In addition, these institutes are not designed 

for social value creation. The critical challenge for poor people to gain financial 

access to commercial banks is difficult to overcome because of several 

requirements, including identification cards (IDs), credit history and physical 

collateral, as well as other barriers such as expensive products and credible 

business plans (Amha, Tassew, Manex and Yoniset, 2017). 

On the one hand, these requirements are very difficult for the poor communities 

to fulfil. Meanwhile, on the other hand, because of the risk-averse behaviour of 

Ethiopian commercial banks, they often perceive the business of lending to the 

poor as risky (Amha, Tassew, Manex and Yoniset, 2017). Consequently, the 

formal banks neither have the policy nor the capacity to serve the poor segment 
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of the Ethiopian population. Thus, they are ill-suited to provide affordable, 

accessible, and relevant financial products to the poor.  This has led to the 

emergence of MFIs that impose minimal requirements for accessing credit, such 

as not requiring collateral. As discussed below, MFIs require a peer group for 

mutual support or solidarity towards an innovative idea of an individual or a team 

(Ossa, 2014).  

The trends show that the financial system is going through rapid growth but 

remains undersized to meet the large demand for financial services. In 1994, for 

the first time in Ethiopia, the domestic private sector was permitted to enter the 

banking business or sector (Proclamation No. 84/1994). The country has since 

then experienced the proliferation of commercial banks owned by the domestic 

private sector. Nonetheless, Ethiopian law still does not allow foreign banks to 

take part in providing financial services. This might be a missed opportunity. A 

typical consequence of this elsewhere leads to efficiencies in local finance due 

to spill-overs and increased Foreign Direct Investment (FDI) from the parent 

economies, again, potentially leading to important technological and 

management capacity transfers. With the ongoing political and economic 

liberalisation, foreign-owned banks may be permitted to join the financial system 

in the future. Pending policy and legal measures to remove the restrictions, some 

foreign-owned banks, such as Kenyan, South African, Turkish, German, and 

Chinese banks, are launching liaison offices in the capital Addis Ababa to 

expedite credit from their countries to Ethiopian companies. 

Currently, 16 commercial banks are owned by private shareholders, and more 

are under formation. They provide simple deposit accounts, loans, guarantees 

and letters of credit for importers, which have been the traditional service 

offerings of Ethiopian banks. Overall, the banking sector has experienced high 

rates of growth, profits and returns continuously for over a decade. According to 

the data compiled by the Cepheus research team (Cepheus, 2019), as of 2018, 

the country’s 18 commercial banks (16 private and 2 public/state-owned) 

collected Birr 730 billion in deposits (from around 33 million savers), provided 

Birr 733 billion (33% GDP) in total credit, handled close to US$ 10 billion in 

annual foreign exchange trading and contributed Birr 13 billion in yearly taxes to 

the government. The critical challenge is inflation, which is currently fluctuating 

between 19.5% and 20.8% (Cepheus, 2019).  
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Public and private banks increased their network from 571 branches 10 years 

ago to 2,208 branches five years ago and to 4,757 branches as of June 2018, 

substantially improving the population-to-branch ratio over the years, from a 

situation where each branch served 126,000 people back in 2008 to the current 

status where each branch on average serves just 20,000 people. As of June 

2017, the two government-owned banks (CBE and DBE) continued to dwarf the 

private domestic banking sector and financial market in terms of assets, bank 

branches and total workforce. For example, CBE alone handles 60% of the total 

of three banking operations, namely: collecting deposits, offering loans, and 

dealing in foreign exchange. The DBE provides loans to investors in feasible 

industrial and agricultural projects. 

The lack of access to finance is a significant constraint to poor women and young 

people because both the DBE and the CBE do not provide loans to low-income 

and poor families. Poor women and men, households and small businesses 

continue to demand access to financial services in order to lift themselves out of 

poverty. In this context, MFIs can play a pivotal role in the financial system in 

promoting broad-based social and financial services and providing support to 

inclusive sustainable development. Financial inclusion for a greater proportion of 

society, which is currently outside the reach of modern financial services, is 

fundamental. 

 2.4 Financial inclusion of the poor 

MFIs as social enterprises provide the poor with access to quality and affordable 

financial products. The majority of poor and marginalised families have low 

income and are unbanked (Meyer, 2002). There are numerous challenges and 

underlying causes of financial exclusion. Through financial inclusion, MFIs offer 

direct economic investments in microfinancing to generate employment 

opportunities and income (Kinde, 2012). The latter contributes to alleviating 

chronic poverty and improving the welfare of communities in rural and urban 

settings.  

The data from the 2017 Findex Global Survey showed that among Sub-Saharan 

African (SSA) countries, Ethiopia lagged in financial inclusion, that is, adults with 

bank accounts comprised 35% of the county’s population of almost 114 million. 

In comparison, neighbouring Kenya led the continent with over an inclusion level 
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of 82% because of the high penetration of mobile money and digital financial 

transactions. Nigeria, Rwanda, Tanzania, and Zambia were in the line, having 

40%, 50%, 47% and 46%, respectively. The average inclusion level of SSA stood 

at 34% (WBG, 2018; IFI, 2018).  

MFIs emerged to respond to the growing demand for credit among the poor 

(Amha and Kifle, 2015). Technologies (banking cards, mobile phones, and the 

Internet) and digitalisation have helped expand the geography and 

products/services through electronic financial networks and wider access points, 

such as the automatic teller machine (ATM) and point of sale (POS). Using the 

technologies, MFIs provide various financial services, including savings, loan, 

remittance, tax collection, pension payment and microinsurance (IFI, 2018). By 

providing these business services, MFIs gradually increased their enterprise and 

transformed their services from microcredit and lending to microfinance with the 

mission of financial inclusion (Amha and Kifle, 2015). 

While these technological innovations do bring efficiency, easy access, 

affordable products and services, as well as facilitate the traceability of 

transactions, there remains the challenge of the digital divide – low coverage of 

the Internet and mobile phones in Ethiopia (IFI, 2018). MFIs ought to educate 

their potential customers on knowledge and skills about the available products 

and services in order to build customer trust and confidence to access and use 

the system with security and dependability. This is particularly vital for low-

income and poor people, not only to make transactions easier through digital 

means, but also to minimise the prevailing perceptions of risks associated with 

cybercrime, telecommunications network disconnections and power outage.  

The performance of financial inclusion is measured, among other things, by the 

increase in the number of saving accounts, with the number of credit accounts 

per 100 adults as the level of financial penetration (e.g., the number of digital 

financial transactions per 100 adults). According to the Central Statistics Agency 

(CSA) survey of 2016, 22% of adults were reported to have accounts with 

regulated financial institutions. The National Financial Inclusion Strategy (NFIS) 

therefore targeted an increase to the level to 60% by 2020. In June 2017, the 

number of savings accounts (banks and MFIs) reached 43.8 million from 32.9 
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million in June 2016. This resulted in 86 accounts per 100 adults (the adult 

population as of June 2017 was estimated at 51 million).  

2.5 Summary    

MFIs are playing a crucial role in promoting the financial inclusion of poor people 

in rural and urban Ethiopia. The emergence of the microfinance sector offers an 

unprecedented opportunity to promote the financial inclusion of over 114 million 

people, the majority of whom are unbanked. In this regard, agile MFIs are 

essential to provide access to innovative products and services. They also 

contribute to the creation of economic wealth, with the notion of at least a ‘double 

bottom line’, that is, social value and financial sustainability. 

 

It is important that empirical research be carried out to examine the management 

readiness of the MFIs to respond to challenges and opportunities in the Ethiopian 

context. MFIs operate in very complex political, economic, social, and legal 

settings. How do MFIs support opportunities to create economic and social 

value? How do they navigate operations in order to distribute social value or 

profits in the midst of large, unmet needs? How agile can they be in the face of 

an above-average degree of risk and unexpected great opportunities e.g., high 

demand for loans? How do MFIs strike the balance between achieving the 

business goal (for profit) and the social goal (not for profit)?  

 

The research gap identified in this chapter may require empirical research, which 

may demand resources and time to produce valid, reliable, and comparable data 

on MFIs. It is not the purpose of this chapter or the doctoral project to answer 

these questions. The researcher has found no national data on the size, nature 

and scale of the social enterprise sector, managerial challenges, or 

organisational capabilities. The same was the case for data and research on 

MFIs. This presents a significant opportunity for a DBA study regarding the 

managerial readiness and flexibility of MFIs, as this can provide valuable 

analysis, understanding and recommendation for academics, practitioners, and 

policymakers alike in Ethiopia.  
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Lastly, the most critical gap identified for research is the organisational agility of 

MFIs. The literature review in the next chapter will discuss the meaning and 

conceptualisation of organisational agility.  
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CHAPTER III: LITERATURE REVIEW 
 

The literature review provided in this chapter will focus on extant studies on 

organisational agility (Jesson, Matheson, and Lacey, 2012). The chapter will 

begin by discussing the origins and evolution of organisational agility and 

definitions, followed by reflections on the consequences of unpredictable and 

fast-paced changes in the business environment (Holbeche, 2015; Goldman, 

Nagel, and Preiss, 1995). Subsequent discussions will focus on the theoretical 

underpinnings of organisational agility that support the development 

management policy and practice. The chapter will then reaffirm the gaps in the 

literature, which were articulated as the justification for the research questions. 

Lastly, the chapter summary is provided.   

3.1 Basis of agility     
The concept of agility was first introduced in a report titled, “21st Century 

Manufacturing Enterprise Strategy” published by researchers at the Iacocca 

Institute at Lehigh University (USA) in the early 1990s (Nagel and Dove, 1991). 

Several academic articles soon followed, in which agility was considered in 

various fields and contexts (Goldman, Nagel, and Preiss,1995; Kidd, 1994). Kidd 

(1994, 1995), in particular, contributed two research publications on 

organisational agility, which were introduced as frameworks and models 

pertaining to various management fields such as: workforce management 

(Sherehiy, Karwowski and Layer, 2007); supply chain management (Christopher, 

2000); information communication and technology (Lu and Ramamurthy, 2011); 

project management (Gale, 2012); the manufacturing sector (Kidd, 1994), along 

with business or enterprise agility (Craig Le, 2013). There are still points of 

variation among academic researchers on what agility is and what aspects 

consist of agility. 

 

The agile approach began being applied in project management and the 

information technology (IT) field after the publication of “The Agile Manifesto” in 

2001, which was produced by 17 software practitioners (Beck, Beedle, Mike, Arie 

Van, and Cockburn, 2001;  Hesselberg, 2019). Since then, the agile mindset and 

concept have been introduced in studies on organisation-wide strategy and 

practice (Desouza, 2006; Mayer, 2013). However, the application of agile 
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concepts at the organisational level remains unclear due to a lack of consensus 

and clarity on the meaning and suitable model of organisational agility (Desouza, 

2006; Gunsberg, Callow, Ryan,Suthers, Baker and Penny, 2018; Sherehiy, 

Karwowski, and Layer, 2007).  

 

In the context of information systems and technology (IT/IS), agility pertains to 

the use of virtual technologies to provide firms with strategic direction and 

capabilities to help them respond to changes as well as gain a competitive edge 

(Goldman, Nagel, and Preiss,1995; Lu and Ramamurthy, 2011).  For example, 

in the context of this study of MFIs can apply strategic management principles to 

respond to uncertain and unpredictable changes using IT/IS in a way that 

maximises effectiveness and minimises waste (Goldman, Nagel, and 

Preiss,1995; Kassim, Zain, and Al-Ain, 2004). This means a particular enterprise 

can persistently outpace competitors by using technology to reach out and build 

up a loyal and growing customer base (Moreira, 2017).  

 

Furthermore,  according to Gale (2012), business and project leaders are 

expected to aggressively reshape their culture and business practices on a three-

pronged front by: (1) working more collaboratively while incorporating robust risk 

management, (2) using further rigorous change management to better adapt to 

changing market conditions, and (3) applying increased iterative practices, 

based on a solid foundation of project management standards that will enable 

teams to follow new lines of thought. From the perspective of this study, the 

CEOs of the MFIs are expected to find the right balance between managing 

standard operations and pursuing innovations.   

 

Early research in this domain mostly considered agility as the ability of a firm to 

adapt to a continuously changing and unpredictable business environment 

(Kassim, Zain, and Al-Ain, 2004). This perception later evolved into the notion 

that agility is not about how a firm responds to changes, but rather reflects the 

capabilities and processes to respond to such continuously changing and highly 

unpredictable environments (Kidd, 1994; Kodish, Gibson and Amos, 1995). For 

example, Kodish, Gibson and Amos  (1995) associated agility with “nimbleness”, 

saying that it is a way for an organisation to quickly bring together its human 

resources, information technology systems and senior management to provide 
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a deliberated, effective, and coordinated response to continuous and 

unanticipated changes (Mayer, 2013; Sahota, 2013; Setili, 2014).  

 

More recently, the view that agile organisations are responsive has become more 

prevalent, as responding to changes is considered the most essential 

competitive advantage to make profit and embark on growth trajectory.  Meyer 

(2015) citied findings yielded by research conducted at Massachusetts Institute 

of Technology (MIT), stating that “agile organizations grow revenue by 37 

percent faster and generate 30 percent higher profits than non-agile companies” 

(p. 6In the context of MFIs, the agility shift is crucial for sustainability and 

competitiveness in the rapidly changing context of Ethiopia. For instance, the top 

management of MFIs who embraced agile principles were more likely to achieve 

positive double bottom lines i.e., both social and commercial objectives.  

 

As can be seen from the preceding overview, the conceptualisation of 

organisational agility is still evolving, as are related definitions, as will be shown 

in the section that follows. 

 

3.2 Definition 
Defining the term “agile” is useful to ensure a proper understanding of 

organisational agility. The term was first defined in the “Manifesto for Agile 

Software Development” in which collective values and principles were also 

outlined (Butler, 2019, p. 16). Since then, several related constructs have 

emerged, such as “Agile methodology, Agile development team, Agile project 

management, Agile Business Analyst, Agile Coach, Agile Scrum, Agile mindset, 

Agile system, doing agile, and being agile” (Butler, 2019, p. 16).  Management 

scholars and practitioners appear to approach organisational agility from a 

variety of angles and with different outlooks which restricts the potential for clarity 

and operationalisation. 

 

Building an agile organisation does not necessarily mean entirely replacing the 

traditional management principles and operation systems (Coleman, 2017). It 

rather suggests a new perspective to managing the business process, solving 

problems, and making decisions; for example, through innovations which require 

experimenting, learning and adaptations. Ron Jeffries, one of the co-authors of 
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the Agile Manifesto, asserted that “Agile isn’t a set of practice. It’s is a way of 

thinking, a spirit or manner of behaving” (Jeffries, 2018, p. 1) Simply put, agile 

can be an organising idea which is simply defined as “the ability to create and 

respond to change in order to succeed in uncertain and turbulent time” (Agile 

Alliance , 2019, p. 1). In the context of this study, it can mean the preparedness 

or capability of MFIs to quickly exploit emerging change, either challenge or 

opportunity, through informed decisions.  

 

There are no widely accepted definitions of agility, likely due to the absence of 

relevant, precise, and clear linguistic expressions and measures. Some authors 

seem to use terms such as “flexibility”, “nimbleness”, “responsiveness”, 

“resilience”, and “adaptability” as alternative expressions for agility (Christopher, 

2000; Goldman, Nagel, and Preiss,1995; Kidd, 1994; Moreira, 2017; Nejatian 

and Zarei, 2013; Li, Goldsby, and Holsapple, 2009). However, Christopher 

(2000) considers flexibility as an essential component of agility, while Kidd (1994) 

argues that adaptability is a key attribute of agility, and Mareira (2017) 

underscores the importance of customer-value-driven strategies and 

responsiveness to what the customer wants. Others emphasised the role of 

digital technology and argued that organisational agility refers to a capability to 

compete and thrive in an unstable business environment by quickly detecting 

and seizing opportunities and tackling threats (Agile Alliance, 2019; 

Sambamurthy, Bharadwaj, and Grover, 2003).  

 

It is also worth noting that Goldman, Nagel, and Preiss (1995) defined agility as 

a dynamic capability to thrive in a competitive setting of unexpected and endless 

change, and to respond quickly to the markets that are served by networked 

competitors and are driven by demand for high-quality, high-performance, low-

cost, customer-configured products and services. These authors argued that 

agility is not about improving efficiency, cutting costs, or solving problems to ride 

out competitive storms, but rather reflects the capacity for making good profits, 

and retaining or expanding the market share and customer base during 

competitive storms. Likewise, non-profit organisations, MFIs should strengthen 

their capability to achieve financial sustainability and increase their outreach to 

more people through excellence in operation, the use of technology and a 
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motivated workforce in the context of a highly dynamic and ever-changing socio-

economic and political context. 

 

Kidd (1995) similarly asserted that an agile organisation is fast-moving, 

adaptable, and capable of rapid reconfiguration in response to market 

opportunities. According to this author, organisations must have readily 

applicable processes and structures, along with the expertise and technology 

necessary to achieve a profit-making competitive advantage. Comparatively, 

social value creation and financial sustainability are predominant bottom lines for 

MFIs. In other words, an agile organisation is nimble and flexible, as well as open 

to new realities and ready to reassess experiences and change direction in light 

of new developments (Kassim, Zain, and Al-Ain, 2004; Craig Le, 2013). For 

example, in a typical agile MFI, the top management will have to adjust its course 

of action, constantly and fervently, in the face of multiple and frequent changes 

in economic, political, legal, technological spheres. Otherwise, failure can be 

imminent if the top management relies on a static management approach or 

merely on a periodic review of its strategy. 

 

It can be surmised from the above definitions that agility links innovation, 

information, and communication technologies with radical organisational 

redesign to achieve organisational objectives such as the financial inclusion of 

the poor, social value creation and financial sustainability. As projects are 

increasingly being implemented in the context of a volatile, complex, and 

continuously changing environment, project managers ought to embrace an agile 

approach. In this regard, Gale (2012) explains how to thrive in such an uncertain 

environment, and how project managers must identify important threats and 

opportunities, adapt to change quickly, and deliver value incrementally across 

the project life cycle. Moreover, organisational agility can be considered as the 

alertness and capability to change and respond (Li, Goldsby, and Holsapple, 

2009; Setili, 2014). Hence, agility is identified with an emphasis on taking 

advantage of chances and the capability to see and capitalise on new 

opportunities quickly in a fast-changing context.  

 

As discussed in Chapter II, MFIs can take advantage of the low financial inclusion 

in Ethiopia where there is high demand for loans given that the number of adults 
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with bank account stands at 35%. So, MFIs are expected to build on their 

capacity to continuously adjust and adapt their strategic direction in core 

activities as part of achieving their corporate mission and in changing 

circumstances. This requires creating not just a range of new and varying 

financial products and services but also innovative ways to create value in a 

complex and fast-changing environment both in rural and urban areas 

(Holbeche, 2015). Therefore, MFIs in Ethiopia will have to continuously evolve, 

change, and adapt to thrive and remain sustainable to achieve both their social 

and commercial objectives.  An agile way of running the enterprise would 

consequently entail guiding the core business practices based upon prudent 

choices on where to allocate resources, what to acquire, what to adjust and what 

to stop doing. 

 

These discussions suggest that an agile social enterprise or MFI is change-

proficient, whether that change is driven by the external socio-economic or 

political environment or internal dynamics. It means that the organisation is 

prepared quickly to respond to both address threats and grab opportunities and 

execute required changes in a sustainable way (Craig Le, 2013). Here, it is vital 

to point out that it is not easy for agile leadership to undertake such tasks. The 

undertaking would require, among other things, tough decisions and actions to 

reorganise the different parts of the MFI such as existing talent, technology, data, 

finance, and other assets to handle emerging crises or exploit opportunities well 

before other institutions or enterprises.   

 

Worley, Williams, and Lawler (2014) argue that agility is a dynamic capability and 

sustainability is fundamental.  Agile MFIs or social enterprises are therefore 

expected to make timely, effective, and continuous responses along with 

maintaining excellent performance over a long period of time.  As part of their 

core operations, they need sustained innovation and adaptation given that 

environmental changes are continuous. Weber and Tarban (2014) concurred 

with the arguments put forth by Craig Le (2013) and Worley, Williams, and Lawler 

(2014), noting further that agile organisations can initiate continuous renewal that 

includes adapting existing competencies to an ever-changing environment and 

simultaneously reconfiguring themselves in order to survive and thrive in the long 

term.  
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According to Moreira (2017), building and running agile organisations may mean 

creating an enterprise that focuses on quickly adapting to the highest customer 

value, which requires that employees be trusted and empowered to self-

organise, allocate resources to the highest-value ideas, and act with an 

innovative mindset instead of rigid thinking. In this regard, MFIs should engage 

and receive unremitting feedback from customers to improve their strategies and 

make informed decisions focused on customer values (Hesselberg, 2019).   

 

In sum, while there is no universally accepted definition of organisational agility, 

it is evident that it is seen as the antonym of a static, siloed, structural hierarchy 

that is often rigid and slow moving (Aghina, De Smet, Murarkai and Collins, 

2015). The various definitions referred to capabilities for speed and flexibility, 

deployment of core competencies, a fusion of diverse technologies, continuous 

collaborations, innovative products and services, talent management, and 

responsiveness to uncertainty and changes in the external environment. 

As strongly argued in this section, organisational agility for MFIs or social 

enterprises means having the capability to refresh and change business models 

to quickly adapt to a turbulent environment or when an unexpected opportunity 

arises. In this present study, the following definition provided by McKinsey (2018) 

will be adopted: 

…an agile organization (designed for both stability and dynamism) is a network 
of teams within a people-centered culture that operates in rapid learning and fast 
decision cycles which are enabled by technology, and that is guided by a 
powerful common purpose to co-create value for all stakeholders. Such an agile 
operating model has the ability to quickly, and efficiently to reconfigure strategy, 
structure, processes, people, and technology toward value-creating and value-
protecting opportunities. An agile organization thus adds velocity and 
adaptability to stability, creating a critical source of competitive advantage in 
volatile, uncertain, complex, and ambiguous (VUCA) conditions. (p. 1) 

 

The definition was chosen because of its breadth and depth. Important points to 

underscore in the definition are the a) equilibrium between stability and agility, b) 

focus on people and culture, c) value attached to rapid learning and decision-

making d) significance of technology as enabling, e) purpose to co-create value 

such as double bottom lines and f) speed and adaptability to (VUCA) 

environments.  
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Overall, these factors can create an agile enterprise. The definition together with 

the model of organisational agility discussed in this chapter below will serve as 

a lens through which to explore MFIs in Ethiopia. The lens may examine the 

readiness of MFIs to execute their social and financial goals and to apply new 

ways to do so, their commitment to creativity and experimentation, and their 

capability to solve problems in the context of complex settings as discussed in 

this chapter and the previous one.  

 

After all, as can be seen from the preceding discussion, organisational agility is 

a relatively new concept that emerged in the modern business context 

characterised by emergent issues, surprises, and ambiguities.   

 

3.3 Fast-paced changes  
Due to fast-paced changes, subsequent disruptions and multiple shifts in the 

business context, unprepared organisations can become vulnerable to shocks 

that can threaten their survival (Mundra, 2018). For example, the global financial 

crisis of 2007−2008, the September 11 attacks on the World Trade Center, the 

Arab Spring that engulfed the Middle East in protests, and other major events 

have caused multiple shifts in the business context (Lynch, 2009).  In particular, 

the 2007-2008 global financial crisis had unprecedented shocks on food and fuel 

prices across Africa, which also triggered inflation to accelerate and then 

diminish growth prospects despite the economic gains at the time. 

 

Besides, the precipitous and immense technological changes over the past 

decade have already altered the environments in which organisations operate, 

with the prospect of more changes to come. The Fourth Industrial Revolution 

such as machine learning and artificial learning brought about by recent 

technological changes will have a profound and exponential impact on the 

business context. A World Economic Forum (WEF, 2016) report underscored 

that a technological revolution will profoundly alter the way we live, the way we 

conduct our business and the mindset of how we will relate to one another. The 

report outlined the scale and scope and complexity of the transformation, which 

will be unlike anything civilisation has experienced in the past. The report warns 
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with excitement what will transpire for humankind from the upcoming 

technological innovation and revolution.   

 

In making this assertion, the WEF warns of the unimaginable velocity of 

upcoming technological disruptions, resulting in unprecedented changes to the 

very fabric of society, at the individual, organisational and national level. 

Apparently, technologies such as smartphones are becoming more and more 

widely available and businesses are taking advantage of this to solve the most 

pressing of problems including the financial exclusion of the poor. The critical 

challenge for microfinance institutions is to understand the real value of 

technological transformation in their environments, what opportunities to look at 

and which initiatives to prioritise when dealing with major changes.  

 

For example, mobile banking in Africa has enabled banks and telecom platforms 

to reach out to the underprivileged with low-cost accessible services. Despite the 

promise of technological innovations such as mobile connectivity, many African 

countries including Ethiopia lag behind.  An analysis by PWC shows that less 

than 30% of African people have access to mobile broadband (compared to 43% 

in Asia) and only 15% have Internet access at home (PWC, 2016). In Ethiopia, 

Internet access to the total population of 114 million as of December 2019 stands 

at 17.8 percent, along with 43 million mobile phone connections, both of which 

are very low. 

  

It is important to keep in mind the key changes within the political, economic, 

social, technological, legal, and environmental spheres that would have profound 

implications for businesses. VUCA can be provoked by radical restrictions or 

hostility, new legislation, corruption, inflation rates, taxes and interest rates, and 

business regulations (Lynch, 2009). In addition, social factors can also affect 

businesses such as population, gender roles and relationships, education and 

employment levels, religious beliefs and social norms, climate-related issues and 

ecological factors (Lynch, 2009). For example, in the Ethiopian context, in 2015-

2016, political instability brought about by anti-government protests and the state 

of emergency declared by the government had a direct impact on businesses 

and community movements. As a report by the National Bank of Ethiopia (2016) 

revealed, during the same period, people in rural and urban areas became less 
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accessible while businesses were affected by high inflation, cash shortages and 

a shortage of foreign currencies.  

 

Positive political shifts or directions can also generate opportunities.  As 

discussed in the preceding chapter, in 2018, the multiple reforms launched, and 

initiatives presented by Ethiopia’s new prime minister brought relative relief and 

peace to the business sphere and society at large i.e., the government released 

thousands of political prisoners; lifted a state of emergency; engaged in 

diplomatic negotiations with Eritrea after years of impasse and  made deals with 

hundreds of opposition groups. The IMF and World Bank also helped to 

counterbalance a liquidity crunch and revitalised the Ethiopian economy with 

desperately needed hard currency. These kind of regulatory prospects, political 

steps and policy measures can build confidence among customers and stimulate 

businesses to thrive.  

 

In his recently published book Unlocking Agility, Hesselberg (2019) introduced 

volatility, uncertainty, complexity, and ambiguity (VUCA)—concepts borrowed 

from the American military—to explain the modern-day business context.  VUCA 

is explained in Table 1 as follows. 

 

Table 1: The VUCA business context 

Volatility Uncertainty 
 

Complexity Ambiguity 

Turbulence that 
occurs frequently 
with an unpredictable 
nature, speed, and a 
magnitude of 
changes. 

Forecasting 
becomes 
unattainable because 
experiences of the 
past no longer help to 
envisage outcomes. 

Cause-effect is hard 
to reveal, as several 
and interrelated 
events are at play 
which are tricky to 
spot and mitigate.    

Illustrates the grey 
areas that impair the 
ability of managers to 
precisely and timely 
spot threats and 
opportunities. 
 

 Constructed and adopted from Hesselberg (2019) pp. 15-17 

 
There are always consequences of VUCA on the business environment. While 

some factors that trigger VUCA are easier to recognise than others, scanning the 

phenomena, acknowledging the trends, understanding the dynamics, and 

reflecting on what matters in a specific situation increases the likelihood of an 

agile response by an agile organisation. For example, the experiences discussed 

in the previous chapter demonstrated how MFIs affected by unprecedented 

political unrest (volatility and uncertainty) created weak market conditions and a 
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poor business environment. This is partly because MFIs could not provide loans 

to customers or collect credit repayments. Similarly, widespread swarms of crop-

eating locusts, unexpected excessive rain that brought floods and droughts that 

caused poor agricultural harvests resulted in the bad credit history of borrowers 

and poor income for MFIs.  During this research, the greatest threat to 

businesses and communities was the coronavirus pandemic, about which it may 

take some time to find out the real impact.  

 

External situations like these would compel MFIs to collect information in real-

time, shift operating approaches and come up with creative new ways to achieve 

their social mission. As discussed earlier, when facing VUCA, MFI are expected, 

in real-time, to build resilience and adaptability. In this regard, Snowden and 

Boone (2007) developed the Cynefin framework which enables organisations to 

adopt a new perspective and adapt to the reality of VUCA, in a way that 

addresses dynamic threats and seizes emerging opportunities (Hesselberg, 

2019; Lynch, 2009; Snowden, 2007).  The Cynefin framework pertains to five 

contexts that are relevant for an agile strategy as outlined in Table 2 (Snowden 

and Boone, 2007, p. 72) 

 

Table 2: The five contexts of the Cynefin framework for business 
atmosphere 

Complex: Unknown Unknowns Complicated: Known Unknowns 

Probe–sense–respond.  
Emergent practice  

Sense–analyse–respond. 
Good practice   
 

Chaotic: Unknowable Knowns  Obvious: Known Knowns   

Act–sense–respond.  
Novel practice  

Sense–categorise–respond.  
Best practice  
 

Disorder  
It is impossible to make sense of the ecosystem. 

Difficult to act 

            Summary of research by Snowden and Boone, 2007, pp. 70-72 

 

An obvious context comprises of apparent cause-effect relationships, which are 

easy to comprehend; the situation and needs are known, and the actions are 

often executed effortlessly (Snowden and Boone, 2007). For instance, this could 

be inflation triggering a rise in prices or untimely heavy rainfall resulting in harvest 

losses.  A complicated situation is characterised by less clear cause-effect 
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relationships, expert knowledge, and experiences. Consequently, weighing the 

pros and cons will help to address problems in a timely manner (Snowden and 

Boone, 2007). A good example here is unprecedent political instability or unrest 

for an extended period time which often disrupts the movement of people and 

the market due to safety concerns. Traditional management theories often 

consider business as obvious and complicated domains contrary to the reality of 

today’s business which is complex and chaotic (Hesselberg, 2019; McKinsey, 

2018; Moreira, 2017).  

 

In a complex setting, the right answer to a problem is difficult to obtain because 

causes of problems cannot always be identified or predicted, and so innovation 

is required in such a realm. Hence, an experimental style of management 

decision making is preferable to control the outcomes (Snowden and Boone, 

2007, p. 72). Here it is difficult to give a single reason because complexity 

emerges from interconnected issues or problems such as crises induced by 

violent behaviour that can be further compounded by business downturn and 

social dissolution induced by unemployment.  A chaotic situation often leads to 

crises as there are no interactions between causes and effects. Thus, actions 

should be followed by reflections, whereby decisions are made based on new 

sensing, evidence and insights (Snowden and Boone, 2007, p. 74). The final 

business context can be viewed as a disorder atmosphere, because when it is 

impossible to make sense of the ecosystem, inappropriate or misguided actions 

are very likely to take place. Nations with protracted armed conflict and collapsed 

constitutional order that have collective insecurity and risks are good examples 

of a disorder atmosphere.  

 

As observed by Hesselberg (2019), disorder, complexity and chaotic contexts 

are becoming part of the business context and cannot be addressed only by 

yesterday’s management theories rooted in long-term strategic planning driven 

by cause-and-effect methods and thinking (Krupp & Schoemaker, 2014). Hence, 

embracing the new reality is the first step to finding the most optimal 

management approach, which requires designing and adopting new conceptual 

models of organisational agility that embrace uncertainty, complexity, ambiguity, 

and constant change, as discussed in the next section. 
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To sum up, the context in which modern organisations operate is changing, 

rapidly, due to constant disruptions that either present challenges or 

opportunities (Trinh-Phuong, Molla, and Peszynski, 2012; Vazquez-Bustelo, 

Avella and Ferna´ndez, 2007). For example, we live in an era of war and 

terrorism as well as climate change, with undesirable impacts on society and 

economies. These challenges are further exacerbated by rapid technological 

changes, the expanding use of the Internet and an explosion of social media 

usage, rapid mobility in capital and talent, a growing and ageing global 

population, widespread product and service imitations, and the impending 

obsolescence of products, such as landline phones (Hesselberg, 2019; Lynch, 

2009; Trinh-Phuong, Molla, and Peszynski, 2012; Snowden and Boone, 2007). 

As a result, the business environment is characterised by VUCA, and has shifted 

from obvious to complicated, and from chaotic to the disorderly Cynefin 

framework domains (Snowden and Boone, 2007). To respond to these shifts, 

organisational agility is desirable, and requires constant sensing, both unbiased 

and unfiltered, of the external environment in the short, medium and long term 

(Hesselberg, 2019; Lynch, 2009; WEF, 2016; Worley, Williams, and Lawler). As 

for MFIs or social enterprises, keeping and reinforcing their social mission is 

fundamental to retain a clear purpose and to make better decisions. The selected 

theoretical concepts of organisational agility are discussed in the next section.  

 

3.4 Theoretical models 
Fredric Taylor’s traditional view of management was formed in 1911, during the 

Second Industrial Revolution, and has served a purpose in a more predictable 

world, but no longer describes today’s chaotic, complex and volatile business 

environment (Hesselberg, 2019).  Traditional organisations are controlled by 

structural hierarchy where decisions flow top-down through a rigid hierarchy and 

the system operates through linear planning and control, which are failing to 

respond to the dynamism in the environment where they operate (Aghina, De 

Smet, Murarkai and Collins, 2015; Hesselberg, 2019).  The annual reports of the 

MFIs selected for this study, for example, revealed an emphasis on and 

application of long-term planning, a hierarchical structure of authority of the top 

management, and internal control systems.  The report also characterised the 

MFIs as inward-looking with little innovation to address emerging challenges and 

opportunities. 
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Organisational agility is required to not only deal with the threats to survival, but 

also to allow organisations to leverage opportunities arising from changes and 

VUCA (Hesselberg, 2019; Mundra, 2018). For example, MFIs have significant 

opportunities to expand their operations to meet large demand during political 

volatility through the use of digital technology to reach out to potential and 

existing customers.  Increased organisational agility and the application of 

different strategies aimed at enhancing competitiveness and performance 

necessitates the development of capabilities in order to innovate constantly and 

requires constant service upgrades to meet customers’ growing expectations 

while continuously adjusting to dynamics in the business context (Setili, 2014). 

In other words, agile organisational capabilities are necessary for navigating 

through complex settings and fast changes, as they allow challenges to be 

addressed while capitalising on arising opportunities (Mundra, 2018). In MFI 

settings, they can build on adaptable strategies, the use of digital technology, 

and build collaborative teams to offer loans, promote savings, and remittances 

as well as to increase the number of clients reached in both rural and urban 

areas.  

 

However, there is no consensus in the literature as to what agile organisations 

mean and what constitutes an “agile organisation” (Wendler, 2014, p. 1197). 

Similarly, very few authors have attempted to develop a model of organisational 

agility that effectively represents this phenomenon in sufficient breadth and 

understanding (Desouza, 2006; Holbeche, 2015; McKinsey, 2018; Mundra, 

2018; Wendler, 2014). While there seem to be an apparent lack of clarity on the 

features of agility and the relationship between different components, some of 

the existing conceptual models can enhance the progress of debate on 

understanding organisational agility. Some of those models are briefly described 

below.  

 

Model One: Four agile capabilities: The model developed by Desouza (2006) 

comprises four key features and capabilities that characterise an agile 

organisation, namely, the ability to: (a) sense signals in an external environment, 

(b) process them adequately, (c) mobilise resources and processes to take 

advantage of future opportunities, and (d) continuously learn and improve the 
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operations of the organisation. The impact of the use of these abilities can be 

measured via several indicators, such as enriching customer experiences, 

mastering change, leveraging resources, and cooperating in competition 

(Kassim, Zain, and Al-Ain, 2004, p. 176). This model is well aligned with the 

definitions of organisational agility presented in this chapter. However, Kassim, 

Zain, and Al-Ain (2014) overlooked to outline the strategy for the adoption of the 

model, and to breakdown the resources required such as technology, human 

resources, and finance. These can be important to revamp planning, budgeting 

and business processes towards emerging challenges or opportunities.  

 

Model Two: Five agile dimensions: The model developed by Vazquez-

Bustelo, Avella and Ferna´ndez (2007), on the other hand, focuses on 

organisational agility in the manufacturing context and comprises five 

dimensions: (1) agile human resources; (2) agile technologies; (3) value chain 

integration; (4) concurrent engineering; and (5) knowledge management. The 

model is explicit and specific about how manufacturing effectiveness could be 

reflected in cost, flexibility, quality, delivery, service, and the working 

environment (Vazquez-Bustelo, Avella and Ferna´ndez, 2007).  While it implies 

that the five dimensions will have to be built with minimal costs within the shortest 

possible time, the model has not addressed in sufficient detail how such 

dimensions can be built. A particular challenge is the need for interaction within 

the functional elements of the five dimensions, namely human resources, 

technology, and other functions. It has not shown the need for close working 

relationships, collaboration, and communication flows between the five 

dimensions.  

Model Three: Four high-level agile characteristics: More recently, Holbeche 

(2015, p.55) offered a conceptual framework outlining the key characteristics that 

would constitute organisational agility. The model puts emphasis on the 

capability to continuously adjust and adapt the strategic direction in core activities 

to create value in complex, changing circumstances or fast-changing conditions. 

The key components of this model—continuous learning, deep customer insight, 

and values-based leadership and management—define an organisation’s agility 

and resilience, based on four high-level characteristics: (a) agile strategising, (b) 

agile operations, (c) agile people practices, and (d) agile linkages. While this 
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approach improves upon the strategies adopted by Desouza (2006) and 

Vazquez-Bustelo, Avella and Ferna´ndez (2007), it is not comprehensive 

because it hardly recognises the effective use of technological capacity and the 

value of communications. It has highlighted the importance of agile enterprises 

and a system-wide approach to design better business processes and extend 

new offerings such as value-adding products and services.  

Model Four: Four stages of organisational agility maturity: Wendler’s (2014) 

Organizational Agility Maturity Model with the four stages of agility maturity 

offers ways to distinguish agile from non-agile practices, as well as provides 

strategies for transitioning from non-agile to agile basics, then to agile transition, 

and finally to organisational agility.  

• In the non-agile stage (maturity stage 1), only a minority of employees and 

managers share the capabilities necessary to implement agile values and 

actions such as collaboration and communication.   

 

• In the agility basics (maturity stage 2), some but not most employees and 

managers will use technology and are able to manage change.  

 

• Agility transition (maturity stage 3) has many employees and managers 

share the idea of agility and possess technological capabilities such as 

teamwork and flexible organisational structures. Here, change is mostly 

welcomed and handled accordingly.  

 

• Organisational agility (maturity stage 4) has established a sufficient 

technological basis and agile values are shared and accepted across the 

organisation. Teamwork is a culture and the management structure is 

flexible enough to react to upcoming changes, both quickly and 

consistently.   

 
Overall, this model does not provide detailed elements of what constitutes an agile 

organisation.  It helps, however, at a basic level, to differentiate between agile and non-

agile organisations.  

Model Five: Five dimensions for agile organisations: McKinsey (2018) 

refined and developed a model known as the five trademarks of agile 
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organisations, which was originally formulated by the Allied Consultants Europe 

(2017). The latter had a model comprising six dimensions of organisational 

agility: (a) Leadership and management − communication and risk style, (b) 

Innovation − flexibility and proactivity, (c) Strategy − engagement, industry 

awareness and planning, (d) Culture − accountability, trust and values and 

principles, (e) Learning and change − skills development and workforce 

capability; and (f) Structure − adaptability, collaboration and cooperation.  

McKinsey’s (2018) five trademarks of agile organisations that include 23 

practices of organisational agility, 18 of which are empirically derived, are based 

on survey findings. The five additional practices have emerged from recent 

experiences with global companies transforming into agile organisations 

(McKinsey, 2018).   

Table 3: Illustration of the five dimensions of OA and practices  

 Dimensions of 
organisational agility 

Organisational agility practices  
Sub-themes 

Strategy North Star embodies 
across the organisation  

• Shared purpose and vision 

• Sensing and seizing opportunities  

• Flexible resource allocation  

• Actionable strategic guidance 

Structure  Network of empowered 
teams  

• Clear, flat structure  

• Clear, accountable roles  

• Hands-on governance  

• Robust community of practice  

• Active partnerships and ecosystem 

• Open physical and virtual 
environment 

• Fit for purpose and accountable cells  

Process  Rapid decision and 
learning cycles  

• Rapid iteration and experimentation  

• Standardised ways of working  

• Performance orientation 

• Information transparency  

• Continuous learning  

• Action-oriented decision making  

People  Dynamic people model 
that ignites passion 

• Cohesive community  

• Shared and servant leadership.  

• Entrepreneurial drive  

• Role mobility  

Technology  Next generation enabling 
technology  

• Evolving technological architecture, 
systems, and tools  

• Next generation technology 
development and delivery practices  
 

Source: Developed by researcher using McKinsey (2018) 



44 

 

McKinsey’s theoretical model provides important dimensions to leverage human 

and financial resources to better identify and capture opportunities and to 

overcome challenges in a rapidly changing world (Allied Consultants Europe, 

2017; McKinsey, 2018; Setili, 2014). This insightful and practical approach 

outlines what it takes to become an agile organisation where decision making is 

delegated, and staff members are motivated to continuously learn and make 

progress to match the changes in the external environment. This theoretical 

model will be discussed in greater depth in the next section.  

3.5 The five dimensions  
The model of the five dimensions of agile organisations provides a theoretical 

framework for this study because of its scope, clarity, and relevance to key 

dimensions of MFIs and social enterprises. First, all the MFIs make use of the 

management dimensions, which comprise strategy, structure, process, people, 

and technology, and the framework simplifies the investigation of each MFI in a 

systematic way. Second, the framework acts as a guide to assess each 

dimension and determine the level of agile (or non-agile) behaviour or initiative. 

Overall, the model can help to describe how the core aspects of an MFI’s 

business help to achieve its social and economic objectives. The five critical 

dimensions of agile organisations—strategy, structure, process, people, and 

technology—are described further as follows (Hesselberg, 2019, pp. 51-52; 

McKinsey, 2018).  

 

3.5.1 Strategy: embodied across the whole organisation. 

A shared organisational purpose and vision, sensing and seizing opportunities, 

flexible resource allocation, and actionable strategic guidance constitute this 

dimension of an enterprise (McKinsey, 2018). As Hesselberg (2019) notes, a 

strategy embodied across the whole organisation might be demonstrated when 

the leadership pronounces a clear sense of purpose, and staff are eager to 

achieve the mission and have a sense of pride in their roles. The strategy and 

leadership will be “relentlessly focused on customer value … by ensuring people 

working in agile enterprises know the why behind their business” (Hesselberg, 

2019, p. 30). For example, as discussed in the previous chapters, the MFIs in 

Ethiopia have an ambitious purpose to use the financial system in order to reach 

out to poor families through financial inclusion services.  

 



45 

 

Many leaders and employees are working for MFIs because they have decided 

to be part of a greater calling and to work towards achieving the social goals of 

reducing poverty, empowering women, and creating employment for youth. They 

are proud of the purpose of creating social value and sustainability. 

 

Two agility approaches need to be in place for the strategies to be agile, and to 

quickly respond to changing conditions (Worley, Williams, and Lawler, 2014, pp. 

56-57). The first is strategising, which is a frame of what the organisation does 

and how it goes about doing it and the second is perceiving, which is the sense 

of the business context and the organisation’s place in it. This requires 

embracing adaptive and coherent models of management that allow managing 

emergent opportunities that may arise from VUCA, and dynamic decision making 

for achieving sustained improvements across the agile organisation (Hesselberg, 

2019; Hope & Fraser, 2003; McKinsey, 2018).  

 

The typical characteristics that agile organisation, as opposed to the traditional, 

include having more trust, more collaboration and more transparency 

(Hesselberg, 2019) within the management structure. 

 

3.5.2 Structure: Network of empowered teams  

The dimension of organisational agility is equally vital as a strategy. A ‘network 

of empowered teams’ necessitates a clear and flat structure with accountable 

roles, hands-on governance, a robust community of practice, active partnerships 

and ecosystem, an open physical and virtual environment, and fit-for-purpose 

methods (McKinsey, 2018).  

 

Mundra (2018) advises that such a structure should allow teams to sustain 

competences that enable innovativeness, responsiveness, adaptability, 

resilience, and adoptability. Hesselberg (2019) made a strong observation that a 

network of empowered teams encourages all its members to leverage the power 

of multiple brains rather than one highest ranking manager of an enterprise.  

 

As a team culture reflects its values and behaviours, agile teams must be willing 

to embrace change in the face of VUCA, learn and adapt, and be open to new 

ways of working. When teams develop a sense of integrity, humility and sound 
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judgement to problem solving and innovation, the quality of products and 

services improve with speed and members begin to enjoy their work (Butler, 

2019; Kulak and Li, 2017; Pink, 2011). However, it is vital to note that an agile 

team faces challenges to ensure accessibility and viability across the 

organisation.    

 

As Kulak and Li (2017) argued teams stumble when they tend to pay greater 

attention on what is transpiring inside the team space and fail to be interested in 

how that team is interacting with other teams.  For example, interface and 

collaboration are among the most critical components of MFIs such as human 

resources, finance, technology, customer relationships to achieve the social 

mission. This cannot be done by a single, self-sufficient team.  Teams are rather 

required to work and collaborate across the entire ecosystem of an agile 

organisation.  

 

The role of agile team leaders is important to ensure the success of the network 

of empowered teams.  Hesselberg (2019) suggested that they must have a high-

risk appetite and be willing to see failures as learning opportunities along with 

having humility, a willingness to contribute to team settings, and a commitment 

to shared purposes and a compelling vision.   

 

In sum, agile structures need to balance standard principles with agile processes. 

The agility will diminish the command-and-control structures that induce silos 

and hierarchy-based decision making to be replaced by innovation, testing, and 

learning.  Standardised management operations remain vital, which are 

discussed next. 

 

3.5.3 Process: Rapid decision and learning cycles. 

The practices of the process dimension of organisational agility are outlined in 

Table 3 in this chapter. The practices include rapid iteration and experimentation, 

standardised ways of working, performance orientation, information 

transparency, continuous learning and action-oriented decision making 

(McKinsey, 2018). In practice, this requires a series of coordinated activities 

designed to achieve a specific outcome or set of outputs (Mundra, 2018).  
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The agile process offers guidance and objectives and allows people to choose 

approaches and tools that get results i.e., team leaders define the “what” while 

the team members define the “how” to deliver a solution to achieve the required 

results (Hesselberg, 2019, p. 121; Kulak and Li, 2017). Allowing employees to 

have control over their work (i.e., have autonomy, purpose and mastery) not only 

improves their performance but promotes positive human interactions 

(Hesselberg, 2019; Pink, 2011).   

 

Hesselberg (2019, pp. 120-122) advocates that agile decision making and the 

learning cycle should consist of the following four important parameters: (a) an 

end-to-end perspective with customers in mind; (b) self-organisation toward a 

common purpose; (c) dedication to continuous improvement, innovation and 

technical excellence; and (d) empowering people to make and meet 

commitments. Rapid decision making and learning cycles are fundamental for 

unlocking organisational agility (Mundra, 2018). 

 

However, to achieve agile processes that embrace rapid decision and learning 

cycles, strict and rigid processes must be replaced by more flexible and 

streamlined approaches that optimise a flow of activities, focusing on team 

collaboration aimed at meeting the organisation’s targets and ambitions 

(Mundra, 2018). Agile teams can deliver value faster and respond to changes 

quicker allowing the organisation, as a whole, to effectively leverage 

opportunities and challenges arising from the VUCA business context 

(Hesselberg, 2019). 

 

3.5.4 People: Dynamic people model that ignites passion.  

The people dimension of organisational agility has considerable importance. 

Practices include cohesive community, shared leadership, entrepreneurial drive, 

and role mobility (McKinsey, 2018). Kulak and Li (2017) remind us to 

acknowledge that people are intricate beings because they think, feel, are 

relational, impulsive, and driven by motivation. So, team members cannot be 

treated like machines organised to do tasks.  Talent management in agile 

organisations prioritise threats to people as key assets and trust those who are 

doing the actual work to know the best approach to solve problems, innovate, 

and deliver results (Butler, 2019).  
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In agile organisations, engaged, passionate and talented people are crucial, but 

they also need unique skills, knowledge and abilities that match the mindset of 

agile organisations (Denning, 2018; Worley, Williams, and Lawler, 2014). A 

command-and-control management style is no longer appropriate or attainable 

because those in agile organisations are comfortable with working in VUCA 

situations, while focusing on both personal and company growth. Hesselberg 

(2019) recommends that agile organisations can empower staff to make 

decisions and thrive by providing them with psychological safety for interpersonal 

risk taking. 

 

Human resources require embracing diversity (age, ethnicity, gender, nationality) 

especially to those who are potentially committed to more adaptability to change 

and innovation in the organisation (Hesselberg, 2019; Worley, Williams, and 

Lawler, 2014). Ethiopia is a diverse country with over 80 ethnic nationalities as 

discussed in Chapter II.  Here, diversity in the workforce is important because 

team members with different and interesting backgrounds, experiences, 

knowledge, and skills are better able to solve problems and generate ideas.  

 

A workforce with a mix of insights and understandings can help deliver improved 

outcomes as well. A prerequisite to attracting diverse talent can be adopting 

meaningful compensation, rewards and recognition plans, while offering flexible 

work arrangements and accommodating workspaces and career paths 

(Hesselberg, 2019) 

 

MFIs wishing to improve business efficiency and achieve their mission better 

through “knowledge-based outcomes”, use attributes such as creativity, 

innovation, passion and teamwork (Mundra, 2018, p. 209). Knowing that people 

are the most important enablers of organisational agility, MFIs must therefore 

hire the best, as well as be able to unlock their potential, nurture their talent and 

create conditions that allow them to achieve the desired results.  

 

3.5.5 Technology: Next generation enabling technology. 

The technological dimension of organisational agility is a critical enabler of agile 

initiative and agile development. Evolving technological architecture, systems 
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and tools, as well as next generation technology development and delivery 

practices are essential for increasing flow and agility in organisations (McKinsey, 

2018).  Technology has moved on from being a business “enabler” to a principal 

component of an organisation-wide strategy and essential for creating and 

sustaining organisational objectives (Mundra, 2018). It is also partly responsible 

for fast-paced changes and disruptions in the way businesses operate including 

microfinance institutions.  

 

Achieving these objectives requires technical competence and discipline, an 

understanding of the value propositions enabling fast feedback loops, as well as 

decision making driven by determining the real value of social and commercial 

objectives. To put it into a context relevant for this study, it is worth mentioning 

that some countries in East Africa have made considerable progress in mobile 

banking. In Kenya, for example, M-Pesa payments and M-Shwari credit along 

with technological platforms have significantly changed the financial inclusion 

sector and microfinance services (Rhyne, 2019).  

 

In contrast, MFIs in Ethiopia are heavily reliant on paper-based operations while 

they aspire and have expressed plans to introduce digital data management by 

implementing management information systems (MIS) and core banking 

systems (CBS) (Kifle, 2018). This research study has examined the critical 

challenges MFIs face towards digitalisation operations and services even though 

advanced technologies have clear value for productivity and improved customer 

experience through account opening, loan provisions, and repayment collection.  

 

It can be challenging to identify the most optimal technologies to adopt, as 

beyond automation obtained through algorithms, artificial intelligence, blockchain 

and machine learning, organisations should adopt systems thinking approaches, 

such as Scrum, Six Sigma, or total quality management, and apply other 

pertinent emerging theories accordingly (Hesselberg, 2019; Kulak and Li, 2017). 

This may require organisations or MFIs to create a dynamically evolving 

architecture that can adapt to the changing business landscape and new 

technologies (Mundra, 2018) in order to offer state-of-the-art products and 

services to customers. Overall, adopting the right technology will contribute to 
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organisational agility through continuous co-creation and innovation, learning 

through experimentation, and improving collaborative team performance.   

    

3.6 Developing organisational agility.    
As each business context and organisation is unique, a one-size-fits-all roadmap 

for developing organisational agility does not exist. However, based on case-by-

case analysis and backed by disaggregated data and business scanning, 

organisational agility is something that can be developed (Butler, 2019).  

Connecting the dots of experiences, insights, threats, and opportunities all 

together may help find better answers.  

 

Conceptual models can be considered for this purpose, such as the five 

dimensions of organisational agility model developed by McKinsey (2018) and 

buttressed by Hesselberg (2019). The dimensions discussed in this chapter are 

strategy, structure, process, people, and technology. The model can guide 

organisations towards greater agile capability in order to match the pace of 

changes by combining a clear vision with a comprehensive strategy needed for 

survival and growth (Butler, 2019; Setili, 2014). For example, an average MFI in 

Ethiopia has business units such as operations; information and technology; 

credit; saving; accounts and finance; marketing; human resources; and risk and 

compliance. These teams will have to work together and collaborate to put their 

data, experiences, and insights into context and to come up with an agile plan 

and to execute it accordingly.  

 

Kulak and Li (2017) warn, in practice, that attempts to achieve agility often fail 

due to a disproportional focus on only a part of an organisation without examining 

and planning its interactions with the rest of the organisation in terms of 

management and systems. Agile practice, even within a single business unit 

such as software development, has implications for the management of the entire 

organisation and will have ripple effects for the management of finances, human 

resources, and other departments. Kulak and Li (2017) called this phenomenon 

“agile illth” referring to the negative consequences of an agile approach within an 

enterprise. According to these authors, the agile approach should encompass 

the various components of organisational functions — budgeting, metrics, 
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resources management, performance management, risk management, 

architecture review boards, and downstream processes. 

 

Improved networks and collaborations imply the fast acquisition of data, 

knowledge, and rapid decision making that leads to quick actions. Consequently, 

agile practices in organisations will result in multifaceted disruptions to the 

practice of management. Thus, to develop agile capabilities, organisations 

require dynamic capabilities (the ability to move fast—speed, nimbleness, 

responsiveness) and stability (a stable foundation of things that do not change) 

(Teece, Peteraf and Leih, 2016).  

 

Aghina, De Smet, Murarkai and Collins (2015) note that a stable/static pillar will 

serve as a springboard for the enterprise while other system components are 

changing constantly to match up the emerging challenges or seize opportunities. 

Coleman (2017) refers to stability as consistancy and underscored the 

importance of a management focus on clear objectives and milestones agreed 

by the senior management and executive boards. For example, in MFIs, those 

milestones can be return on assets, return on equity, financial sustainability, loan 

outreach per borrowers or loans per officer, and operating expenses per loan 

portfolio. 

  

Organisational agility is often considered “virtuous” (Teece, Peteraf and Leih, 

2016) in that paradigm shifts are necessary and that a continuous state of 

transformation is essential (Butler, 2019; Hamel & Valikanges, 2003; Mayer, 

2013). As Sahota (2013) contends, adoption of agile approaches and practices 

requires transformation to an “agile mindset” or culture. According to this author, 

adopting an agile strategy and practice will disrupt the organisational system in 

order to achieve transformation that changes the nature of the organisation 

(Mayer, 2013; Sahota, 2013). Organisations therefore need to be ready for 

continuous disruptions and change.   

According to Teece, Peteraf and Leih (2016), however, organisational agility 

comes at a cost or may not always be required or may not even be possible. This 

is particularly true within the context of high uncertainty. These authors further 
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argued that building robust “dynamic capabilities” is vital for allowing 

organisational agility to respond to major uncertainties. 

Teece, Peteraf and Leih (2016) dismiss the notion that organisations can make 

changes at a “lightning pace” and do not agree with the view that the fundamental 

challenges organisations face require continuous reinvention. Therefore, the role 

of organisational agility in modern management cannot be assessed separately 

from a consideration of risk, uncertainty, budgets, costs, commitment, and 

strategy. Managers need a general (integrative) framework to effectively address 

complex and often interdependent issues (Teece, Peteraf and Leih, 2016). The 

arguments put forward by these authors emphasise that agility cannot be the 

only solution to achieve all desired outcomes within an enterprise.  

An enterprise can become unfocused if only agile principles and cultures are 

applied. Equally, as discussed earlier in this chapter, command-and- control and 

steadiness may perpetuate rigidity that creates an impediment to responding to 

emerging changes. As Coleman (2017) asserts, a balance between agility and 

consistency sounds more appropriate. By leveraging and developing both, 

enterprises may strike the balance between reacting quickly and following a 

regimented approach anchored in operational procedures. 

To ensure successful agility practice, adopting a particular strategy would not be 

enough, as it is also important to consider its scalability, sustainability, and cross-

departmental application and implications (Kulak and Li, 2017). Therefore, 

management must understand and determine the timing and scale of agility 

needed and how best to implement it in a cost-effective way. In some cases, as 

Teece et al. suggest, such analyses may reveal that maintaining organisational 

agility is not worthwhile, while in others it may be essential. 

 

Strategic agility is believed to emerge from a combination of dynamic 

capabilities—strategic sensitivity, leadership unity, and fluidity of resources—

which enables firms to make strategic commitments while staying nimble and 

flexible (Fourne, Jansen, and Mom, 2014). As Teece, Peteraf and Leih (2016) 

argued, organisational agility is not a strategy for those merely exposed to 

turbulent times but becomes vital when facing profound uncertainty with 

associated threats and opportunities. This differentiation is made because risk is 
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associated with known outcomes with different levels of reoccurrence 

probabilities, while uncertainty clearly exists about the “unknown unknowns” 

(Teece, Peteraf and Leih, 2016, p. 14). 

 

Having studied more than 28 frameworks, Wendler (2014) concluded that all 

available approaches suffer from some limitations regarding their ability to 

determine the level of organisational agility in practice. This weakness often 

stems from an overly specialised orientation and thus insufficient reflection of the 

whole organisation and interactions among people, structures, process, and 

technologies. Alternatively, it can arise from the utilisation of relatively complex 

algorithms, limiting use of intuitive decision making. In addition, although the 

available approaches are able to determine the current state of agility, they 

cannot be used by management to identify further actions for improvement or 

development (Wendler, 2014, p. 1198). 

 

In conclusion, the Table 4 below presents a diagram that summarises the 

detailed discussions in the literature review. The diagram illustrates how fast-

moving changes in various sectors cause VUCA that in turn trigger phenomena 

with negative or positive outcomes to which organisations must prepare and 

respond. The diagram also demonstrates the multiple spheres of changes from 

global to national level, from mild to profound changes and from challenges to 

opportunities and how all these contribute to the consequences of VUCA. It also 

shows the linkages of between the identified cause and effects contribute as 

inputs for the development of agile strategy in an organisation.  

 

Overall, organisational agility remains insufficiently studied, and methodologies 

to determine the level of agility appear inconclusive or, in some instance, 

contradictory. The literature review highlights aspects of organisational agility, 

approaches to developing an agile mindset and practical applications of 

organisational agility. However, it also identifies the use of inconsistent theories 

that attribute and apply dissimilar dimensions, components, features, and 

characteristics to agility and the agile organisation. Some dimensions have 

positive interactions like these for the McKinsey model, while others indicate 

independence with no interaction effects being present. 
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Table: 4 Illustration of the overview of the literature review  

Fast-moving changes of context for business  

 

Global to national levels                                   Mild to profound changes                                 Challenges and opportunities  

 

Political Economic Social  Technological  Climate change Legal  

 

Violence 

insecurity 

turbulence  

Inflations, exchange 

rates fluctuation, 

Unemployment  

Disease, school 

dropouts, 

population growth  

Internet disruption,  

digital technology, 

no electricity  

Pests, drought, 

floods, pandemic 

  

Regulatory 

restriction, tax 

laws,   

 

 
CONSEQUENCES OF VUCA ON BUSINESSES – Example on MFIs 

 

 

 

 

 

Volatility, Uncertainty, Complexity, Ambiguity1   

Fear, insecurity, 

Physical/social 

inaccessibility 

due to conflict 

High prices  

Increased bad debt 

Cash shortage/ flow 

Exclusion  

Poverty and 

marginalisation  

Poor technology 

access or coverage, 

inefficiency  

Harvest loss, 

unable to afford 

food 

Malnutrition  

Other legal 

consequences  

 

 

 

 

Engaging with 

access to clients 

Confidence  

Cashflow, resource 

mobilisation, loans 

Empowerment of 

men and youth  

Technological 

adaptation 

Digitalization 

Resilience 

Insurance  

Preparedness  

 

Public Policy 

support, 

incentives 

 

 

 

 
 

Source: Designed and formulated by the researcher based on Snowden and Boone (2007), 

Moreira (2017), McKinsey (2018), Hesselberg (2019). 

 
1 The “boxes” below are not necessarily time sequenced and synchronised. 

Obvious Complex Complicated Chaotic Disorder 

Strategy  

Structure 

Processes 

Technology

people 

Next generation 

enabling technology 

 

Network of empowered 

teams 

Dynamic people 

model that ignites 

passion 

Rapid decision and 

learning cycles 

Adopting Agile Strategy: embodied across the whole organisation  

Sensing and adopting 
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As some authors indicated, there remains ambiguities related to the various 

theories of organisational agility present in the literature (Craig Le, 2013; 2014; 

Kassim, Zain, and Al-Ain, 2004; Vazquez-Bustelo, Avella and Ferna´ndez, 2007) 

which require further investigation. The identified gaps in the theoretical 

knowledge on this subject are discussed in the subsequent section.  

 

3.7 Gaps in the pertinent literature  

As indicated above, the literature review points out that further investigations and 

debate aiming to resolve the ambiguity related to the theories, practical 

formulations, and application of organisational agility are needed. For example, 

several authors examined agility in relation to organisation, business, enterprise, 

strategy or measurement, and often used the term interchangeably with 

“flexibility”, “adaptability” and “quickness” (Christopher, 2000; Goldman, Nagel, 

and Preiss,1995; Kidd, 1994; Moreira, 2017; Nejatian and Zarei, 2013). For 

example, what are the optimal and most agile organisational structures to 

promote innovative financial products, and increase the geographic expansion 

for MFIs? How applicable are the agile principles for improving organisational 

culture, operating systems, and for strengthening governance? 

 

The lack of proven applicability on the framework, model and concept has 

prompted several researchers to explore organisational agility in several 

business contexts and functional aspects (Craig Le, 2013; Kassim, Zain, and Al-

Ain, 2004; Trinh-Phuong, Molla, and Peszynski, 2012). Their findings provide 

ideas to put into practice or suggest practical ways to increase business 

efficiency in the face of continuous complexity, and the volatility of today’s 

business climate (Hesselberg, 2019).  Gunasekaran (1999) argued the fact that 

it has not been scientifically tested that the ability to respond to dynamic and 

unpredictable changes in the environment should contribute to an enterprise’s 

achievements. For example, to improve organisational agility, MFIs or social 

enterprises should invest and employ digital technology and upgrade the skills 

of human resources along with appropriate staff incentives and reward systems. 

How would these actions add value to achieving organisational bottom lines, 

performance, customer value or overall successes?  



56 

 

 

Furthermore, the gaps in the pertinent literature give rise to several critical 

questions. Why are organisations increasingly adopting agile approaches? Is an 

agile mindset useful in today’s business environment? What are the most 

suitable models for developing agility? How can organisations develop such 

capabilities? How are organisations aligning workplace routines or business 

models to nurture an agile mindset or culture? Do social enterprises need to be 

agile? If so, how? Is the concept of organisational agility relevant to MFIs or 

social enterprises? What are the risks for MFIs or social enterprises if they do 

not embrace agility?  

 

This doctoral thesis will focus on the readiness or alertness that MFIs must 

develop to cope with or effectively respond to the unexpected and continuously 

changing social, political, and economic environment. The resulting agility can 

be considered as the organisational capability to react quickly to change in the 

right way and taking advantage of changes as great opportunities. As discussed 

in the first two chapters, the socio-political and economic environment in Ethiopia 

is consistently turbulent with endless uncertainties. MFIs are affected by 

turbulence like the rest of the society, businesses, and institutions. The 

proposition is therefore whether MFIs in Ethiopia need to contemplate building 

agile capabilities to achieve their social and economic goals. 

 

 3.8 Chapter summary  
As opposed to traditional management thinking with top-down and long-term 

plan-driven methods, organisational agility is becoming a critical component of 

today’s business strategies (Hesselberg, 2019). As modern companies and 

enterprises are required to operate in the VUCA world (volatile, uncertain, 

complex, and ambiguous), they ought to operate in a flexible, fast and adoptive 

manner, which implies organisational agility (Eckstein and Buck, 2019; 

Hesselberg, 2019). The concept sounds simple and promising because it 

underscores the value of the organisational readiness to adapt quickly to 

changes in the environment. It appears challenging to develop an agile capability 

because the definition and concept of organisational agility are still evolving in 

the literature. 
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The conceptualisation and debate that started in Agile Manufacturing (Nagel & 

Dove, 1991) evolved to Agile Software Development through Agile Manifesto 

(Beck, Beedle, Mike, Arie Van, and Cockburn, 2001) to a very recent discussion 

about several Dimensions of Agile Organization (McKinsey, 2018; Hesselberg, 

2019). As already discussed in this chapter, because of the variety of models by 

different scholars (Desouza, 2006; Vazquez-Bustelo, Avella and Ferna´ndez, 

2007; Wendler, 2014; Holbeche, 2015; McKinsey, 2018) an array of 

interpretations persists due to a lack of coherent or overarching theory. This lack 

of consensus is partly driven by agility often being considered within a narrow 

scope (business unit/a team) while failing to integrate it as a company-wide 

strategy. Moreover, agility can be viewed as a mindset, as well as a set of tools, 

methods, or processes. In sum, despite this chapter outlining several models 

(five models are presented) and definitions, no holistic definition or conceptual 

model exists that unites scholars and practitioners.   

 

McKinsey’s theoretical model will be selected for this doctoral research to frame 

and guide the empirical study, due to which focus will be given to organisation-

wide agility in the context of MFIs. The proposition is that that all parts of an MFI 

will need to be agile. McKinsey’s model defines the capabilities underlying agility 

and provides five very important dimensions with organisation-wide perspectives 

(strategy, structure, process, people and technology) as key capabilities for 

detecting and capturing opportunities and overcoming challenges when 

operating in a fast-changing modern environment (Allied Consultants Europe, 

2017; McKinsey, 2018; Setili, 2014). As discussed in the preceding chapter, MFIs 

in Ethiopia have a great opportunity to expand microfinance services to millions 

of unbanked people. Presumably, MFIs will require the strategies and deliberate 

actions to increase outreach and improve efficiency and profitability.  

 

The insightful framework offered by the McKinsey model can be applied in 

practice to guide this doctoral research within the context of MFIs or social 

enterprises to investigate whether MFIs have built agile capabilities to navigate 

through turbulent times. The model can be helpful to explore all aspects of the 

managerial and organisational capacities of the MFIs such as organisational 

strategy, structure, process, people, and technology. It is useful to keep in mind 

that organisational agility cannot be a panacea for everything MFIs may face.  
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Lastly, ensuring organisational consistency is also important. As Coleman, 

(2017) suggsted, this study will keep in prespective the balancing act between 

ensuring consistency through established procedures and developing agility that 

allows planning flexibility to be adapted to emerging situations.  

 

The lived experiences of the chief executive officers (CEOs) of selected MFIs in 

Ethiopia will be used for the investigation. The research design and data 

collection approaches to explore the research questions are discussed in the 

chapter IV.  
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CHAPTER IV: METHODOLOGY  
 

This chapter focuses on the research design and begins with epistemological 

commitments and the interpretive phenomenological analysis (IPA) philosophy. 

Qualitative management research methods are presented to situate the IPA and 

to outline the reason why IPA was chosen to explore the ‘lived experiences’ of 

CEOs of MFIs in Ethiopia. This is then supplemented by a detailed explanation 

of the research processes, including sampling, the data collection approaches, 

and how these data will be analysed (with stages and associated activities to 

interpret the data) in order to address the research questions. The chapter also 

includes a discussion on ethical considerations, and the validity and credibility of 

the research, and provides a brief summary at the end.  

4.1 Epistemological commitments 
The term “epistemology” is comprised of two Greek words: “episteme” which 

means “knowledge” or “science”; and “logos”, which means “knowledge” or 

“theory” or “account” (Johnson and  Duberley, 2013, p. 2).   Epistemology is often 

understood “as being concerned with knowledge about knowledge,” and 

promises to provide the foundation for scientific knowledge (Johnson and 

Duberley, 2013, pp. 2-3). Discussions on epistemology (the study and origin, 

nature and extent of knowledge) and ontology (metaphysics), often need to be 

explained to ensure the credibility of a credibility of a research (Crotty, 1998). 

Moreover, Hughes and Sharrock (1997) noted that every research question, 

method, or procedure is inextricably embedded in the commitments to the 

philosophy of the research.  

Epistemological commitments are often helpful to inquire, analyse and locate the 

research question and guide the philosophical discussion, which would identify 

emerging implications such as the impact on the choice of research methods to 

respond to the research question (Creswell, 2013; Collis and Hussey, 2014).  As 

a result of epistemological commitments, inconsistencies, potential issues and 

ideas implications may emerge as to how the research might have been 

enhanced or inhibited (Crotty, 1998; Johnson and Duberley, 2013). Those 

commitments are referred to as “perspectives” that are based on a set of 

assumptions, values, concepts and practices, which are vital in determining how 



60 

 

a researcher contemplates the development of knowledge (Punch, 2014; 

Johnson and Christensen, 2010).  

We will now examine how the research design is situated within the two different 

research philosophies i.e., empirical realism and postmodernism. The main 

reason for comparing and contrasting these two seemingly opposing 

epistemological positions (Crotty, 1998) is that they can have different 

implications for different components of the research design. These may include 

formulating research questions, the choice of research methods, the formulation 

of the research design and data collection techniques, the implementation of the 

data collection, interpretation of data, conclusions and the role of the researcher 

(Johnson and Christensen, 2010; Punch, 2014). Table 5 below illustrates 

comparisons among the basic assumptions for the research design while 

comparing the implications for the adoption of either epistemological position. 

Table: 5 Comparisons among Epistemological Commitments 

Research Design 
Components  

Empirical realism 
Epistemological 
commitment 

Post-modernism 
Epistemological 
commitment 

  
Assumption/ 
Process 

Choice of research 
topic and purpose 
 

Objective - the 
researcher is distant to 
phenomena under study 

Subjective - the 
researcher interacts 
with phenomena of the 
topic 

Ease of data access 
and researcher 
interest in the area 

Formulating research 
questions 
 

Deductive – theory 
guides the research 

Inductive - theory is an 
outcome of research            

Very focused/specific/ 
practice loved 
experiences as 
outcome 

Choice of research 
methods 
 

Quantitative- measuring, 
numerical and counting 

Qualitative - 
observation, 
questioning, 
exploration, data are 
nominal 

Qualitative Interpretive 
Phenomenological 
Analysis (IPA) What, 
why and how? 

Formulation of 
research design & 
data collection 
techniques 

Numerical data, 
statistics focused 

Content analysis, 
narrative data 

Narrow sampling, 
qualitative and 
interpretive 

Implementation of 
data collection 
 

Structured processes Emergent processes Semi-structured 
interview, listing, 
empathy and grasping 

Interpretation of data Deductive logic, 
objective  

Inductive logic, 
subjective interference  

Sense making – 
search for meaning 

and essence  

Conclusions Politically neutral Transformative Implications for policy 
and practice and 
contribution 
knowledge 

Role of the 
Researcher 

Neutral-objective person 
with an authoritative 
voice 

A respectful listener/ 
observer of other 
peoples’ worlds, who 
recognizes that their 
own slant affects what 
is learned. 

Able to probe, 
prepare, engage, 
rigor, listen, describe, 
interpret, and discuss.  

The author constructed the above analysis based on several writers (Crotty, 1998; Creswell, 2013; Collis & 

Hussey, 2014, p. 49; Bryman and Bell, 2011). 
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The aim of this research is to obtain substantive data from each research 

participant in order to interpret and analyse the lived experiences of top 

managers of MFIs in Ethiopia. So, what epistemological commitment best suits 

the research question and method? If it were a postmodernist epistemological 

commitment, then the entire research design could have recognised the 

complexity of the management and organisation of MFIs and the different truths 

and meanings emerging from a range of views and power relationships (Johnson 

and Christensen, 2010; Burrell and Morgan, 1985; Crotty, 1998).  

Consequently, a sole research question was inappropriate for postmodern 

research for several reasons. Firstly, the latter does not follow a specific format 

of questions and fails to fully recognise the experiences of research participants 

as well as the role of the researcher (Johnson and Duberley, 2013; Crotty, 1998). 

Secondly, postmodernists accept the fact that there is a definitive reality while 

they debate that it cannot be quantified and measured, but only perceived by the 

researcher, who views the reality through their own unique prior experiences, 

knowledge, and expectations (Crotty, 1998). Thirdly, that individual perception 

and their world view for the active process of examination – not reaction--affects 

what a researcher examines and how they interpret the findings (Johnson and 

Duberley, 2013; Crotty, 1998).  

With a postmodernist epistemological position, objectivity cannot be claimed 

because the researcher is assumed to have filtered the data consciously or 

unconsciously. Simply, the researcher would be misleading under the 

postmodernist perspective because they influence every part of the research 

processes i.e., formulating the question, applying the methods, and analysing 

the findings and conclusions. 

Those challenges provoke several critical questions: How do we know what is 

going on in the minds of other people? How do we control our own mind to be 

objective? (Schultz and Hatch, 1996; Crotty, 1998). Postmodernism raised these 

questions to challenge the notion that humans look at an objective world when 

they become part of what they are supposed to investigate. This would defeat 

the researcher’s implicit assumption of maintaining “objectivity” while carrying out 

an empirical inquiry to answer the research question.   
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Empirical realists claim that there is a single, objective reality that can be 

observed as well as measured without bias but only by using the correct 

instruments. This realism partly recognises the interdependency of human 

values and beliefs and focuses on the beliefs that truly exist in the environment, 

while it points to the existence of an external and objective reality that influences 

people’s social interpretations and behaviour (Johnson and Christensen, 2010).  

Empirical realist researchers assume that reality can be established, is directly 

measurable and knowable, and that there is just one truth. In contrast, 

postmodernist researchers believe that reality continuously changes and can be 

known only indirectly, through the interpretations of the views of participants of 

research; and that there are multiple versions of reality (Crotty, 1998; Burrell and 

Morgan, 1985; Lyotard, 1984). Therefore, there are pros and cons when 

appealing to either philosophical domain.  

The research design for this project is very focused, and the formulation of the 

research question influenced the choice of research method i.e., IPA. IPA is 

intended to generalise findings based on interpretations. This partly implies 

epistemology because the researcher will interact with the research participants 

in the selected MFIs to make sense or identify meaning of what happened 

through the interpretation of insights and a description of experiences (Creswell, 

2013; Johnson and Christensen, 2010). This is, of course, acceptable to 

empirical realists, but postmodernists could challenge it because different 

conclusions or findings could be drawn if the same inquiry were to be carried out 

by a variety of researchers. That challenges the claim of generalisability. 

4.1.1 Pragmatic approach 

The analysis thus far has illustrated how compartmentalising the research design 

in one of the opposing epistemological commitments can be problematic (Collis 

and Hussey, 2014). Given the limitations of opposing philosophical positions, 

epistemology in the “middle ground” may provide a researcher with a well-aligned 

research question and methodology (Collis and Hussey, 2014, p. 54). In this 

regard, pragmatism has both practical and philosophical values (Collis & Hussey, 

2014) because it is focused on action rather than analysis or discourse. 

Hughes and Sharrock (1997) argue that knowledge divide is irrelevant and 

therefore whatever works well is the essence of pragmatism: 
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“about epistemology and ontology, but about particular problems they 

confront from their theories… [researchers can use] …. methods 

appropriate to the problems they have to deal with, then philosophical 

worries about ontology and epistemology are irrelevance.” (Hughes and 

Sharrock, 1997, p. 94) 

 

Pragmatism is close to the view of modern empirical realists who are often less 

worried about philosophies (Collis and Hussey, 2014). It supports the use of 

qualitative methods and rejects the ‘either or’ or ‘mismatch’ proposition (Morgan, 

2007; Collis and Hussey, 2014). Pragmatism, therefore, presents a very practical 

and applied epistemological commitment (Collis and Hussey, 2014). It appears 

to be a guiding stance in social science research methods to redirect focus on 

methodological issues rather than on epistemological concerns (Morgan, 2007).  

Moreover, Creswell (2014) asserts that a specific philosophical commitment is 

not required for a pragmatic approach, nor is it necessary for a theoretical frame 

to validate methods. The pragmatic approach often relies on “abductive 

reasoning” for approaches like IPA, through reiterative processing between 

induction and deduction (Bill, 2011; Smith, 1996; Smith, Flower and Larkin, 

2009). To do so, first, it derives theories from observations and second, it 

assesses the theories through practical action (Morgan, 2007; Smith, Flower and 

Larkin, 2009)  

The researcher, who is not an employee of a MFI, used a pragmatic approach 

taken from a prior pilot study that sought to draw findings, based on the 

interpretation of qualitative data collected through semi-structured interviews 

(Punch, 2014; Creswell, 2013; Smith, Flower and Larkin, 2009). The researcher 

made efforts to suspend reflecting on his own knowledge of the institutions and 

the sector, to describe and translate the meaning of organisational agility from 

the data gathered from the individuals involved (Creswell, 2013; Collis and 

Hussey, 2014; Smith, Flower and Larkin, 2009).   

Equally, the researcher acknowledged that the study was subjective and 

intended to gain insight on the essence or meaning of organisational agility in 

the specific context (Crotty, 1998; Smith, Flower and Larkin, 2009).  The quality, 
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validity and reliability of the main project will be assessed based on the 

approaches discussed in the following sections in this chapter. 

4.1.2 Phenomenological philosophy 

The phenomenological philosophy known to be founded by Edmund Husserl 

whose work directly enlightens the research approach seeks to describe the 

“essence” of experiences (Husserl, 2012). So, phenomenology is “…established 

….as science of essential Being…; a science which aims exclusively at 

establishing “knowledge of essences…”” (Husserl, 2012, p. 3). In particular, 

Husserl refers to the descriptive approach as “reduction”, which requires 

“bracketing”, where a phenomenologist suspends their assumptions and beliefs 

about a phenomenon or experience (Husserl, 2012, pp. 11-16).   

According to Heidegger in Manen (2016), phenomenology is derived from two 

Greek words i.e. – logos meaning “to let something be seen” and phenomenon 

meaning “which shows itself in itself.” Therefore, Heidegger defines that 

phenomenology is to let what shows itself be seen from itself, just as it shows 

itself from itself (Manen, 2016, p. 28). Ideas of phenomenological philosophers, 

both Husserl (descriptive) and Heidegger (interpretative) have inspired 

qualitative inquiry scholars to advance phenomenology in qualitative research 

(Creswell, 2013; Robson, 2015; Bryman and Bell, 2011). 

A phenomenological study describes the common meaning of several individuals 

of their lived experiences of a concept or a phenomenon (Creswell, 2013, p. 76; 

Husserl, 2012). A description of what would be in common may come from 

appreciating ‘what’ they have experienced and ‘how’ they experienced 

orientations (Moustakas, 1994). This implies that what is common to the research 

participants would be the focus and interest of phenomenologists.  

The term “phenomenology of practice” refers to types of inquiry that address and 

serve “the practices of professional practitioners” of everyday life, such as a 

thoughtful understanding of the “meaning” aspects of having a conversation 

(Manen, 2016, p. 15; Husserl, 2012). There are three important philosophical 

discernments: phenomenology, hermeneutics and ideography (Husserl, 2012; 

Smith, Flower and Larkin, 2009; Manen, 2016).  
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Phenomenology  

As discussed earlier, phenomenology in IPA refers to personal experience and 

“how things are perceived as [they] appear to consciousness” and in the effort to 

find meaning (Smith, Flower and Larkin, 2009). This is based on the story of 

experiences within the context of a study (Creswell, 2013; Manen, 2016, p. 26).  

The research has two dimensions i.e., descriptive (Husserl) and interpretative 

(Heidegger) with some overlaps in the qualitative inquiries (Husserl, 2012; Smith, 

Flower and Larkin, 2009). The difference is rooted in the fact that Husserl 

focused on a person’s psychological awareness, perception and consciousness 

while Heidegger focused on the question of existence in the lived world and a 

person’s experience in it (Smith, Flower and Larkin, 2009; Moustakas, 1994). 

Both approaches put emphasis on drawing “meaning and essence” out of 

experiences of managers in social enterprises in Ethiopia (Smith, Flower and 

Larkin, 2009).  

Hermeneutics  

Hermeneutics was introduced by Heidegger and is part of the IPA that instructs 

the practice of interpretation, by both the research participant and the researcher, 

of lived experiences to get the meaning of those practises (Smith, Flower and 

Larkin, 2009; Manen, 2016; Moustakas, 1994). The researcher’s role is to reflect, 

understand and interpret the data collected while being involved in a “double 

hermeneutic” i.e., acutely observing the research participants are making sense 

of their experiences; while at the same time the researcher is making sense of 

the participants’ context (Smith, Flower and Larkin, 2009).  

The researcher’s drive to interpret and get meaning out of experiences has a 

developmental impact. Moustakas articulated this by observing: “….While 

understanding the phenomenon with increasing depth, the researcher also 

experiences growing self-awareness and self-knowledge… Heuristic process 

incorporate self-processes and self-discoveries” (Moustakas, 1994, p. 17). The 

researcher chose hermeneutics for the reasons discussed under the section for 

IPA below. 

 

 



66 

 

Ideographic  

IPA is ideographic because it gives importance and is committed to the thorough 

investigation of the individual experiences through in-depth interviews and 

analysis (Smith, Flower and Larkin, 2009).  Ideographic approaches require the 

researcher to be open-minded towards human behaviour, and to carry out 

detailed inquiries and in-depth analysis on two levels i.e. a) systematic 

examination into the experiences of each participant in greater depth instead of 

group level generalisation; and b) assess and explore emerging new themes 

from single cases and identify similarities/differences or divergence/convergence 

across the individual cases in the context (Smith, Flower and Larkin, 2009, p. 

29). The researcher will apply ideographic commitment at the analysis and 

writing-up stage of the research. 

4.1.3 Epistemological view of IPA  

Lived experiences are conscious and “directed toward an objective reality” in 

various ways; because the researchers will “bracket out” their own experiences 

and fully describe and structure the shared experiences of the individuals 

involved, this forms the philosophical assumption of phenomenology (Creswell, 

2013, p. 81; Manen, 2016; Husserl, 2012). The latter can also fall within the 

perspectives of ‘empirical realism’ in that an inquiry or research into social reality 

will not have an effect on the reality itself because reality is independent of the 

researcher (Creswell, 2013; Bryman and Bell, 2011; Crotty, 1998; Husserl, 

2012). This epistemological perspective, which seeks to establish generalisation, 

order, and homogeneity, emphasises that with objective methods the world can 

effectively be measured and ultimately understood; for example, through 

‘phenomenological research inquiry’ (Crotty, 1998; Creswell, 2013; Smith, 

Flower and Larkin, 2009).  

However, it is hard not to consider personal experiences, at least when 

interpreting data (Creswell, 2013). Interpretive philosophy implies that the 

researcher, who is part of the citizenry of the country, understands that context 

can influence the interpretation of the shared experiences and draw meaning 

from the essence (Saunders, Lewis and Thornhill, 2009; Punch, 2014; Creswell, 

2013; Smith, Flower and Larkin, 2009). The researcher will make efforts to 

reflectively suspend their own beliefs, assumptions, knowledge and experience, 

in order to look for the shared understanding of the individuals involved rather 
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than their own experiences of the management and organisation of MFIs in 

Ethiopia (Creswell, 2013). 

An important and much debated component is the epistemological perspective 

in phenomenology, such as the search for wisdom, the suspension of all 

judgements about what is real and consciousness and being always directed 

toward an object without the subject–object dichotomy (Creswell, 2013, p. 77; 

Husserl, 2012).  Unlike other qualitative research inquiries, there are some 

distinctive features that express phenomenology. These include the exploration 

of a single concept or idea; conducting the exploration through a group of 

individuals not exceeding 15; not taking a subjective–objective perspective; the 

researcher may ‘bracket’ themself out; data collection typically involving 

interviewing; and an analysis that moves from ‘narrow’ to ‘broader’ units 

(Creswell, 2014; Husserl, 2012). Importantly, a phenomenology research 

culminates with a discussion of the essence of the experiences of individuals. 

The following sections explain how IPA is part of the research design.  

4.2 Qualitative research design   

This study has used qualitative research to collect and analyse data; it implies 

that the data are not in the form of numbers, but rather words (Johnson and 

Duberley, 2013; Creswell, 2013; Bryman and Bell, 2011). A qualitative research 

strategy should apply methods that are “inductivist, constructionist and 

interpretivist” (Bryman & Bell, 2011, p. 386). In other words, qualitative research 

suggests theory comes out of research, social interactions from individual 

interactions, and its epistemological perspective emphasises the understanding 

of the social world through the study of participants’ insights and interpretations 

of the world in which they live (Crotty, 1998; Bryman and Bell, 2011).  

According to Gubrium and Holstein (1997), as cited by Bryman and Bell (2011; 

p. 387), the four traditions of qualitative research involve: (a) providing rich 

descriptions of people and interactions in natural settings (naturalism); (b) 

seeking orientations of social order through dialogues (ethnomethodology); (c) 

access to and study about the inner realities of humans (emotionalism); and (d) 

emphasising the variety of social realities (postmodernism). Nevertheless, the 

presence of these traditions does not necessarily define or justify the nature of 

qualitative research (Savin-Baden and Major, 2013). It is vital to note that there 
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are some common criticisms directed at qualitative research, which suggest the 

method is too subjective, is difficult to replicate, has problems regarding 

generalisation and lacks transparency (Bryman and Bell, 2011). The section that 

discusses validity and reliability will explain the approaches to address some of 

the concerns as relevant to this research design. 

Furthermore, Creswell (2013) presents five approaches to qualitative inquiry, 

namely narrative research, phenomenology, ground theory, ethnography, and 

case study research. These approaches have a somewhat common process to 

research, from identifying a research question and data collection and analysis 

to reporting results but may differ in what they try to achieve (Creswell, 2013; 

Bryman and Bell, 2011). This research project chooses to make use of only one 

approach to qualitative inquiry, namely that of phenomenological research; and 

more specifically interpretative phenomenological analysis (IPA), which is 

discussed as follows.  

4.2.1 Interpretive Phenomenological Analysis  

Psychologist Jonathan Smith of the University of London developed 

interpretative phenomenological analysis (IPA) as an important element of 

phenomenology with its origins in psychology (Charlick, Pincombe, McKellar and 

Fielder, 2016; Smith, 1996). The theoretical, methodological, and philosophical 

foundations of IPA have been discussed in greater depth by authors such as 

Smith, Flower, and Larkin (2009).   

The IPA approach has become a more and more popular method of qualitative 

inquiry, not only in the fields of psychology, health science and social studies 

(Smith, Flower, and Larkin, 2009), yet its use in research on management is 

limited (Conklin, 2007). There are growing examples of management 

researchers who have already used the IPA method (Rehman, Roomi and Azam, 

2012; Cope, 2011). This exhibits that IPA can be an approach devoted to 

searching and understanding the personal experiences or practice in the field of 

management.  

There are two types of approaches to phenomenology i.e., hermeneutical and 

transcendental (Creswell, 2013; Manen, 2016, p. 26; Husserl, 2012).  The former 

is interested in the nature of lived experience, and interpreting the meaning of 

those experiences (Manen, 2016; Smith, Flower, and Larkin, 2009). The 
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transcendental approach places more emphasis on the description of the 

experiences of individuals involving fewer interpretations (Creswell, 2013; 

Moustakas, 1994; Smith, Flower, and Larkin, 2009). Using data analysis 

procedures, the researcher develops a textural and structural description of the 

experiences to define the “core essence” of the experience (Moustakas, 1994).  

The researcher prefers hermeneutics because the approach permits an 

immersive process of data gathering, pondering and interpretations while 

engaging with the participants at their workplace. Hermeneutics enable the 

researcher, as an observer and audience, to learn and comprehend deeply about 

the MFIs, the experiences of the leaders and the contexts in which they operate. 

As Punch (2014, p. 7) stressed, “methods should follow from questions” because 

the research processes “depends on what we are trying to find out.” The research 

question called for a qualitative approach, and specifically a phenomenological 

method because DBA research is generally concerned about the “practice of 

management.” This is reinforced by Manen (2016) who persuasively argues that 

phenomenological research and writing is about reflections on the practice as 

well as enriching practice. IPA is suitable for the interpretation, understanding 

and meaning of management practice because it offers a method of meaning-

giving (Manen, 2016, p. 16; Smith, Flower, and Larkin, 2009).  

The researcher has chosen the IPA method to get an insider perspective, 

insights, intuitions of the lived experiences of CEOs at MFIs. CEOs are principally 

responsible for leading the strategic direction, the daily operations of portfolios 

and making real-world decisions by assessing risks and other factors. The utility 

of IPA, here, is to retrieve and illuminate that expertise, experience, and intuition. 

4.2.2 Criticism of the IPA 

Various authors criticised the IPA for inherent ambiguities, deficient consistency, 

descriptive nature and for not sufficiently interpretative (Willig, 2013; Tuffour, 

2017). Some criticism related to the conceptual and practical weaknesses of IPA. 

First, it is criticised for being dependent on the ability of the research participants 

to explain their experiences; and on the language competences of the 

participants (Willig, 2013; Tuffour, 2017). The latter gives recognition to role of 

language to narrate experiences and grasp the questions being asked. However, 

Smith, Flower, and Larkin (2009) refuted these criticisms by emphasising the 
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rationales for searching for the meaning of and insight into experience while they 

recognised the importance of tales, dialogue, and even metaphors (Smith, 

Flower, and Larkin, 2009, p. 194; Willig, 2013). Furthermore, Smith, Flower, and 

Larkin (2009) argued that  

“… when Heidegger writes of language as ‘the house of Being’, he points 

out that our interpretations of experience are always shaped, limited, and 

enabled, by language.” 

The second criticism seems to suggest that IPA is more effective for researchers 

who are proficient; these imply the ability to make sense of data in practice, and 

the ability to reflect and interpret emerging insights (Willig, 2013).  In defence, 

Smith, Flower, and Larkin (2009) argued that IPA has detailed a step-by-step 

guide and uses a guide to hermeneutic, idiographic, and contextual analysis on 

how to collect data and how to do develop nuances of experiences, insights and 

meaning. 

The researcher will be mindful of the above criticisms of IPA and has made every 

effort to ensure that neither language limitations nor communication abilities 

would become barriers to listening, understanding and the subsequent analysis 

of the narratives about the experiences of the research participants. The 

researcher, for example, fully allowed the research participants to speak in the 

language they prefer to tell their stories and to express themselves. Almost all of 

them used Amharic language, in which they all are very much proficient.  

The essential purpose of IPA is meaning making. Admittedly, like many other 

qualitative research methods, various interpretations could be generated based 

on similar data. As for the analysis and developing nuances, the researcher has 

applied a detailed guide for hermeneutic analysis presented in this chapter and 

the next one. The researcher has provided the following rationale for choosing 

IPA.  

4.2.3 Justification for choosing IPA 

The rationale for selecting IPA, particularly the hermeneutics approach, as the 

most appropriate management research tool (Johnson and Duberley, 2013, pp. 

35-36; Smith, Flower, and Larkin, 2009) are multiple, three of which are outlined 

as follows. 
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First, IPA would allow the researcher to seek and gain useful data, nuances and 

understanding on the experiences of the management in MFIs in Ethiopia. The 

hermeneutics approach will permit the researcher (while observing, listening, 

and reflecting) to immerse in the data during and after engaging with the 

participants.  With a small number of participants, the IPA method allowed the 

researcher to thoroughly examine each person’s experiences and the sense of 

what that particular person was making of what was happening to them (Smith, 

Flower, and Larkin, 2009). The researcher has made nuanced reflections and 

analyses of the experiences to the overall benefit of the research project. 

Second, IPA is more appropriate for examining new topics and “real world” 

research (Smith, Flower, and Larkin, 2009, pp. 203-204). This research is 

focused on practice and experiences and its research findings are aimed at 

generating conceptual and practical insights into organisational agility in the 

context of social enterprises for which almost no literature exists. IPA as an 

inductive approach has allowed the researcher to carry out the analysis of IPA 

generated data without necessarily depending on the literature or previous 

studies.  

Third, the methodology has very comprehensive, detailed, and step-by-step 

guidelines (Smith, Flower, and Larkin, 2009), which made the research process 

clearer, consistent and well-supported.  Particularly, its flexibility, reiterative 

analysis and inventive approach to emerging themes has enhanced the 

originality of the research and generated new insights from fresh data as 

presented in the subsequent chapter. This could be very important for developing 

fresh knowledge and practices of management that potentially benefit 

practitioners, policymakers, and society at large. 

4.3 Data collection methods and sampling   
To answer the research question and meet the specific research objectives, the  

researcher carried out a series of interrelated activities including sampling, 

gaining access to data, meeting research participants to create a rapport and 

collecting data (Creswell, 2013; Bryman and Bell, 2011; Robson, 2015). This 

section explains some of those activities conducted during the data collection 

process.   
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4.3.1 Sampling 

A phenomenological study has very “narrow sampling strategies” together with 

a purposive and similar sample because the criterion for such a study is that all 

the research participants ought to have similar experiences (Creswell, 2013, p. 

155). The sample size for phenomenology is generally recommended from three 

to 10 individuals (Duckes, 1984). The researcher purposely identified 10 CEOs 

based on the criteria of cost of the study, access for interviewing and affiliations/ 

memberships.  

Therefore, the sample criteria for selection are: 1) MFIs headquarters based in 

Addis Ababa, 2) CEOs who are willing to participate in the study and 3) MFIs 

which are not affiliated to the government. The CEOs of MFIs were identified as 

a homogenous group and as those who would best answer the research 

questions (Creswell, 2013; Smith, Flower, and Larkin, 2009). Therefore, the 

researcher targeted one CEO per MFI. 

The small sample would allow the researcher to pay greater attention to a 

“detailed account of the individual experiences,” because it is the quality of the 

data from a small, focused group of cases, and not the quantity, that matters 

most (Smith, Flower, and Larkin, 2009). This is particularly vital to interpret and 

make sense of each personal story in relation to other storylines.  

4.3.2 Profile of the participants 

The researcher interviewed a total of 10 participants to obtain illuminating 

insights that address the research question and to build general theory as well 

as recommendations for management policy and practice. As for the gender 

composition, almost all the MFIs are run by men. Though the MFIs are based in 

Addis Ababa, their portfolios are in different parts of the country.  The following 

MFIs are included in the study.  
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  Table: 6 MFIs Participated in the phenomenological study 

Microfinance Institute (MFI)  Year  

Est.  

Microfinance Institute (MFI) Year 

Est. 

Meklit Microfinance 1997 Aggar Microfinance  2004 

Harbu Microfinance 2005 Buusa Gonofa Microfinance 1996 

Eshet Microfinance 1997 Metemamen Microfinance 2001 

Nisir Microfinance 2014 PEACE2 Microfinance 1996 

Yemisrach Microfinance 2018 Letta Microfinance 2004 

 

A total of eight CEOs and two deputy CEOs participated in the study. To ensure 

anonymity, no reference is made to the name of the MFI and each participant 

has been assigned a pseudonym, all titled CEO. The brief profiles of the 

participants are as follows.  

  

1. Interview with CEO Abebe: Joined this organisation 15 years ago, two years 

after it was established and started its operations. Has experience in various 

managerial positions. 

 

2. Interview with CEO Berhane:  Was appointed eight years ago. Earlier, he 

worked in two microfinance organisations. In total, has worked in the 

microfinance sector for 16 years as operational and general manager. Has 

experience of working for government. 

 

3. Interview with CEO Chala: Worked in the microfinance sector for more than 

15 years and has been with this organisation for two years. Earlier worked for 

another similar organisation focusing on accounting and auditing services. 

 

4. Interview with CEO Dadimos:  Founder and served for about 14 years in 

this MFI and active in the microfinance sector. More than 20 years of work 

experience in commercial organisations, and NGOs. 

 

 
2 Poverty Eradication and Community Empowerment Microfinance Institutions  
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5. Interview with CEO Endale: Initially worked for an affiliated organisation to 

this MFI, then joined this institute as a CEO nine years ago. Has experience 

as a lecturer on regional planning and development for 11 years at a 

university. 

 

6. Interview with CEO Fantu: Has 15 years experiences in the microfinance 

sector and nine years in this organisation. Worked with a commercial bank 

earlier. He extensively worked in the evaluation of microfinance institutions. 

 

7. Interview with CEO Girmay:  Worked in the microfinance sector for more 

than 10 years. Has been with this MFI for seven years. Has more than 27 

years of experience in the field of agricultural and social development. 

 

8. Interview with CEO Hussein: Worked in three microfinance institutions 

previously. Joined this MFI since its establishment and has been there for 

nine years. Has more than 18 years of experience in agri-business and 

business development. 

 

9. Interview with CEO Issa: Worked in this organisation for 10 years. Has more 

than 15 years of experience in microfinance operations in different institutions 

in rural areas across the country.   

 

10. Interview with CEO Jember: Worked for 13 years in the microfinance sector, 

nine of which in his current organisation. Has more than 29 years of 

experience in implementing social development programmes. 

 

The pilot study of this research project had demonstrated how IPA could 

potentially generate “rich data,” even with a sample size of three individuals, 

which are meaningful for interpretations and analyses. The interviewing 

approach allowed the participants to speak with confidence and express their 

insights the best way possible (Smith, Flower, and Larkin, 2009, p. 56). This study 

generated plentiful data through purposeful interviewing. 

4.3.3 Semi-structured interviewing  

Prior arrangements: The researcher presented oneself as a DBA researcher 

from the University of Bradford, see Appendix B and composed the “research 
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information sheet” to outline the full details of the research project, see Appendix 

C. The researcher was introduced to each CEO through an acquaintance at Enat 

Bank. The researcher sent out an information sheet three weeks in advance of 

the interviewing date to explain the research and to confirm schedules. 

The interview sessions were pre-scheduled by email and telephone to suit the 

participants who are normally busy with their daily responsibilities (Punch, 2014, 

pp. 147-148). With prior arrangement, the interviews were carried out with each 

interviewee for 45 to 70 minutes at their respective main office of the MFI 

between mid-Dec 2019 and mid-January 2020. The researcher explained the 

purpose of the study, asked the participant to sign the consent form, see 

Appendix D, and outlined the protocols (Creswell, 2013). Furthermore, the 

researcher devoted time to establish rapports through warm exchanges, which 

opened the opportunity to collect informative and empirical data. 

The actual data collection: IPA would require a data collection method that 

would “elicit detailed stories, thoughts, and feelings from the participants” 

through one-to-one semi-structured interviews (Smith, Flower, and Larkin, 2009, 

p. 57).  The researcher designed the questions in a way that they would be easily 

understood by the interviewee and used a ‘very general interview guide,’ see 

Appendix B, for semi-structured interviews, which has a list of open-ended 

questions with flexibility to explore the interviewee’s interpretations and 

meanings of events and situations (Punch, 2014; Bryman and  Bell, 2011, p. 

467). The research participants chose a variety of ways in which to reply to 

questions while the researcher also asked questions which were not on the list 

of guiding questions (Bryman and Bell, 2011, p. 467). The research participants 

talked for the most part of the dialogue and the researcher listened, which made 

it possible to get a detailed account of their experiences and insights. 

Probing to get a rich narrative: Where participants wrestled to talk at length or 

to go-deeper, “prompting” the conversation with those questions helped to 

enhance the responses and get a richer narrative for analysis (Smith, Flower, 

and Larkin, 2009, p. 68). The researcher probed by asking ‘what’, ‘why’, ‘how’ 

questions for the context as well as the subject area (Punch, 2014). IPA and 

semi-structured interviews allowed “participants to think, speak, and be heard” 

(Smith, Flower, and Larkin, 2009) and provided verbal and non-verbal answers 
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(tone of voice, gestures, and manners) to questions (Creswell, 2013; Punch, 

2014; Johnson and Christensen, 2010; Saunders, Lewis and Thornhill, 2009). In 

closing the sessions, the researcher showed gratitude to each participant for their 

time and willingness to participate. 

Language used: The interviews were mostly conducted in Amharic language, 

but the replies were in a mix of English and Amharic. The researcher was ready 

to use either language chosen by the participant. The rapport was largely 

supportive and lively, which helped to get an overwhelming volume of useful 

data. 

Audio recording: Having explained the ethical considerations described (see 

below), the researcher audio recorded the interviews with prior agreement from 

the interviewee (Gill and Johnson , 2002). An iPad with a backup of an iPhone 

recorded all the conversations. Later, the researcher, with assistance, 

transcribed the interviews, which took much longer than expected. It generated 

10 interview transcripts, consisting of 2,000 to 4500 words per transcript.   

4.4 Ethical considerations 

Formal approval ethics in research: Adherence to ethical principles and 

standards are imperative because ethical issues can arise in all phases of the 

research design (Creswell, 2013, p. 56; Punch, 2014, p. 36). Therefore, the 

researcher followed the ethical standards of the University of Bradford. Together 

with the research supervisor, the researcher reviewed (adding more specificity 

and clarity plus corrections were made) and submitted the detailed Ethics 

Application Form in March 2019. This was later resubmitted after consideration 

to feedback from the Independent Reviewers of Research Ethics.  

The doctoral research project sought permission, well in advance, from the 

Committee for Ethics in Research at the University. Therefore, ethics approval 

was granted, see Appendix A (Reference E717), by the Chair of the Humanities, 

Social and Health Sciences Research Ethics Panel at the University of Bradford 

on 21st June 2019.    

No risk of harm to stakeholders (non-maleficence): The researcher made 

judgment in the context (proportionality); maintained a degree of fairness and 

avoided crusades (justice); conferred good on participants and did not induce 
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interviewees to participate (beneficence) and avoided any form of harm or the 

risk of harm to stakeholders (non-maleficence) (Bryman and Bell, 2011, pp. 128-

143). Neither the DBA project nor answering the research questions had caused 

any physical or psychological harm to the participants.  

All the interviews had been carried out during normal working hours in the office 

premises of the MFIs. The study had no known risks or issues to the personal 

safety of the researcher or of the participants. The researcher undertook the 

study in a very familiar political, economic, and social context and in his own 

country.   

Consent and voluntary participation: The researcher approached the CEOs 

by phone and secured a willingness to take part in brief interviews. Simply, the 

CEOs as interviewees were invited and recruited based on their consent to 

participate. There was no coercion involved. The research participants signed an 

informed consent form, see Appendix D, without inducement and before the 

start of the interview. The CEOs are well educated and experienced with full 

competence to give consent and accepted a request for an interview. The 

information sheet and consent form explicitly explained the purpose of the study, 

data collection methods, protection of confidentiality and that they can withdraw 

from the study at any time (Creswell, 2013, p. 153). It also highlighted that 

participation is voluntary and would not put the research participants at risk 

(Creswell, 2013, p. 57).   

The interviewees were asked if they had any questions before commencing 

interviewing. The consent form made clear that the participants could withdraw 

from the study at any time during or after the interview. The researcher’s contact 

details were left with the interviewees so that they could request a withdrawal at 

any point. Except for one participant, all were very confident, cooperative, 

relaxed, and willing to remain in the conversation. One participant was not 

confident but participated in the full interviewing.  

Confidentiality and anonymity: The researcher maintained strict confidentiality 

and anonymity of interview information in the reporting of the findings (Creswell, 

2013; Saunders, Lewis and Thornhill, 2009) although the subject of inquiry was 

not delicate per se. The researcher made a conscious trust-building effort at the 

outset by clearly explaining the academic purpose of the research (Creswell, 
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2013). The information sheet made it clear that the researcher would record 

interviews on a simple machine and that the interviews would be deleted at end 

of the study. The data were used solely by the researcher, kept securely, and 

would not be used for any media publication or other purpose.  

Pseudonym for each participant: As presented in the next chapter, the 

researcher used anonymised extracts from the interviews for findings and 

analysis.   The researcher did not disclose the name of the participants but 

assigned a pseudonym for each one. Similarly, the researcher organised the 

data without explicit mention or reference to participants in the data analysis and 

interpretation stage of the project. Participants were assured that all data would 

be treated confidentially, and personal and organisational identities would be 

protected using aliases. Recordings would be kept securely until the end of the 

study when they would be deleted. 

4.5 Interpretation and analysis  
IPA has a high analytical focus and flexible style to interpret descriptive stories 

in order the make sense and identify meaning of the lived experiences of each 

participant and shared experiences of all participants (Smith, Flower and Larkin, 

2009, p. 79). In principle, data analysis is ‘analytic induction,’ which is an 

approach used to seek explanations for a hypothesis (Bryman and Bell, 2011). 

The data analysis has therefore interlinked the data collected and the context of 

MFIs in Ethiopia and theory related to organisational agility to explain the most 

important findings.  

Purpose:  The IPA data analysis was not a linear process, but a very complex 

iterative and indicative one aimed at: a) analysing line-by-line the practices, 

experiences, issues, insights and understandings of each participant; b) 

identifying emerging patterns or themes, based on nuances and commonalities 

of the experiences; c) developing an interpretive account on the basis of dialogue 

between the researcher and the participant and d) formulating structures or 

frames to demonstrate the relations among the themes (Smith, Flower and 

Larkin, 2009, pp. 79-80). The interpretation of the researcher was a key element 

of the data analysis and mechanisms to test the plausibility of the research. The 

process of interpretation was not only demanding, intense, and challenging, but 
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also very interesting and rewarding that produced themes as well food for 

thought (Smith, Flower and Larkin, 2009). 

Based on the analytical methods and approaches by Smith, Flower and Larkin 

(2009 pp. 79-99), the researcher adopted a step-by-step process and templates 

for the analysis and interpretation of the data. The following four steps were taken 

to analyse and interpret the data. 

First, getting impressions from the interview transcripts: The researcher 

recited the interviewing notes several times to get a general impression and 

identify fresh thoughts (Punch, 2014; Creswell, 2013). The researcher immersed 

himself in the data through reading and re-reading the records. The researcher 

scribbled notes on the experiences, nuances, insights, and topics of greater 

weight for the research and wrote comments, observations, and thoughts in the 

margins of the interview transcripts. The notes largely focused on three aspects 

within the context – description of concerns, linguistic (expressions) and 

conceptual (high level reflections). Here below is an example of coding through 

spotting significant statements, verbatims and assigning preliminary themes.     

Table 7: Illustration of coding of the interview with CEO Berhane 

 

This step was laborious, but very useful to identify the themes and 

interpretations. Several verbatims were selected and moved to a table to 

organise the data, see Table 8, for interpretation and to substantiate the analysis 

(Smith, Flower, and Larkin, 2009).   
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Second, organising the data and comparing themes: In order to reduce the 

data into a meaningful segment, the data were organised into a table, significant 

statements were chosen and preliminary themes were identified using reading 

and note taking (Creswell, 2013, pp. 180-181; Smith, Flower and Larkin, 2009).  

Moreover, some excerpts from the transcripts were chosen to strengthen, as well 

as to verify the findings (Saunders, Lewis and Thornhill, 2009; Creswell, 2013). 

Table 8 below shows a screenshot of one of the interviews i.e., with the CEO 

Fantu.  

Table 8: Illustration of data coding and organising  

The researcher examined each interview transcripts that were analysed and 

compared the relationship among the themes and assigned a theme to each 

paragraph of text as an example of the data organising process (Smith, Flower 

and Larkin, 2009). 

 

The researcher identified emerging themes based on the organised data and 

notes i.e., phrases or short statements to describe the essence of the 

experiences, insights, or reflections – a sample of the analysis of an interview is 

attached in Appendix F. The remark has been given to sequence or weigh or to 

relate/connect the theme with subordinate themes.  

Third, formulating patterns among themes: This analytical exercise identified 

abstraction, polarisation, contextualisation, numeration, and functions (Smith, 

Flower and Larkin, 2009). It then classified different themes together and 
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formulated superordinate of themes. The researcher continuously introduced or 

discarded themes based on their significance to the essences of emerging 

themes and began interpreting the themes and emerging patterns, see Table 9, 

which is presented at the beginning of Chapter V. 

Fourth, applying creativity to interpretations and discussions: The 

researcher extracted quotes from the transcript to substantiate results and made 

interpretations based on the data. These quotes from each CEO are extensively 

used in the subsequent chapters. Referring to the literature review, further 

interpretations were given to support the analysis. The analysis and 

interpretation required imagination and thorough exercises of not only immersing 

in the meaning of the data, but also inventiveness. 

4.6 Validity and reliability  

The trustworthiness of the research is often measured through internal and 

external validly, reliability and objectivity, especially for quantitative research 

(Punch, 2014; Creswell, 2013; Bryman and Bell, 2011, pp. 41-42). Terms such 

as “auditability”, “credibility” and “fittings” are also used in naturalistic inquiry 

(Guba and Lincoln, 1981). Lincoln and Guba (1985) assert that there are many 

ways of establishing trustworthiness, including member check, interviewer 

corroboration, peer debriefing, prolonged engagement, and bracketing (and 

balancing). 

However, qualitative researchers seem to have found their own criteria and 

language to describe terms like “validity” and “reliability”. According to Punch 

(2014, p.317), the  following has been accomplished during this study as criteria 

to assess the quality of empirical research: (a) in consultation with the supervisor 

and during a mini viva, the research was designed with a clear, specific, 

answerable, relevant research question; (b) methodical steps were taken from 

the data collection to the analysis; and (c) the quality of the data gathered were 

triangulated with interpretation and analysis. Overall, the researcher spent 

sufficient time to cross-check for any possible bias or distortion, verifying through 

comparing the researcher’s notes with audio-recorded interviews to increase the 

credibility of the study (Creswell, 2013; Punch, 2014).  
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Criteria assessing the quality of IPA: Given the criticisms of IPA (Willig, 2013), 

important attention was given to assess  the validity and reliability of data using 

well-known and appropriate criteria (Smith, Flower and Larkin, 2009). As a result, 

the researcher used Yardley’s criteria, which has four important principles for 

assessing the quality of IPA as a qualitative method (Yardley, 2000) The 

following have been achieved.  

• Sensitivity to the socio-cultural context, in which the study was 

conducted, or where data were collected. The researcher took due care 

and showed empathy, put participants at ease while recognising potential 

interactional difficulties. The interview was conducted in a language best 

suited to the participant and in their own office location.  

 

• Commitment and rigour.  The researcher paid due attention to the 

research participants during the data collection, conducted in-depth 

interviews with rigour, and listened, actively, in order to appraise what the 

participant was describing. The researcher consistently probed, noted key 

points or ambiguities, and intensified conversations within the available 

time.  

 

• Transparency and coherence. The researcher attached high value to 

the process of selecting data for the final IPA analysis. The final writeup 

identified superior themes, and subordinate themes, see Table 7 (Chapter 

V). The researcher applied the steps to the interpretive activity and 

repeatedly cross-checked the insights and nuances of experiences.  

 

• Impact and importance. The researcher worked thoroughly to identify 

interesting, valuable, and substantive contributions to the underlying 

concept of MFI social entrepreneurship in the developing economy of 

Ethiopia, for practice or both.   

 

In this study, the issues of reliability, and quality have been seriously and ensured 

the trustworthiness of the research process and outcome. Yardley’s principles 

have been applied as a guiding reference to ensuring quality. The researcher 

hugely benefited from regular consultations with his doctoral supervisor who 
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guided the quality of the research by providing criticisms, critical feedback, and 

advice.  

4.7 Chapter summary  

This chapter has discussed the qualitative inquiry methods and design, more 

specifically the interpretive phenomenological analysis (IPA) method together 

with epistemological commitments.  The IPA method was chosen with 

justification from others to gain an insider view through an understanding of the 

lived experiences of 10 CEOs of MFIs in Ethiopia.  

The sampling was from a homogenous group of research participants, namely 

CEOs of MFIs who have similar roles (strategic and operational leadership) in 

their respective social enterprises, as well as broadly in the microfinance sector. 

This chapter has outlined and discussed, in detail, the approach to data collection 

and analysis with step-by-step guides for the interpretation of data i.e., the lived 

experiences, intuitions, and insights. The rationale for choosing IPA was due to 

the method generating plausible and persuasive real-life accounts with rich data 

that can be readily analysed. The findings are presented in the next chapter.  
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CHAPTER V: RESEARCH RESULTS   
 

This chapter presents the analyses of the interview data and findings. As 

articulated in previous chapters, the aim of this research is to gain an 

understanding of organisational agility and of microfinance institutions (MFIs) in 

Ethiopia through the lens of the lived experiences and insights of selected CEOs. 

Interviews with 10 CEOs, as strategic and operational chiefs of their respective 

MFIs, provided the rich accounts of their experiences. An interpretative 

phenomenological analysis (IPA) of these open-ended interviews with the CEOs 

was then used to answer the research questions.  

After a preliminary reading of the transcripts of the interview data, as suggested 

by Huberman and Miles (1994), the researcher examined each in full, describing 

the comparisons or relationships among the themes and assigning a topic to 

each paragraph of text during the data organising process (Smith, Flower and 

Larkin, 2009). The researcher reread the interview notes several times to get a 

general impression of the content and to identify fresh thoughts. Despite the 

diverse perspectives and insights in each interview, there were similarities and 

exceptions.  

The analysis of the interview data resulted in a total of five superordinate and 13 

subordinated themes (Smith, Flower and Larkin, 2009). The data were 

partitioned into meaningful segments and organised as presented in Table 1. 

Significant statements were chosen, and preliminary themes were identified 

through reading and note taking for the researcher to engage with the interview 

transcripts in detail (Creswell, 2013, pp. 180-181; Smith, Flower and Larkin, 

2009). Relevant verbatim phrases were selected to substantiate the analysis 

(Smith, Flower and Larkin, 2009) and the identified themes are illustrated in 

Table 9. More patterns are indicated in Appendix G. 

The meaning and essence of the lived experiences of the CEOs was established 

using Husserl’s descriptive and Heidegger’s interpretive research approaches 

(Husserl, 2012; Manen, 2016). The researcher was cognitive of the intricacy and 

nuances of the lived experiences in the storylines and captured these in the 

analyses, expressing them in the findings with compelling descriptions to match 

the real phenomena as closely as possible. As recommended by Smith (2011), 



85 

 

the analyses were supported by a sufficient density of evidence (i.e., 

corroborating statements from more than three participants were given for each 

theme from the 10 participants).  

Based on epistemological assumptions of pragmatism and hermeneutic variants, 

the interpretations do not argue for a consistent view of reality (Manen, 1990). 

Therefore, before interpretating the interviews, the researcher attempted to 

unravel these multiple meanings.  On the basis of ‘double-hermeneutics,’ the 

researcher’s role was to acutely observe whether the research participants were 

making sense of their experiences while reflecting, empathising, and interpreting 

the data (Smith, Flower and Larkin, 2009). Where relevant, therefore, written 

emotions and tones were interwoven with the reported data to articulate and 

underpin interpretations, subsequent analysis and to provide a better 

understanding of the interpretations (Manen, 1990).  

Table 9: Summary of the superordinate, and subordinate themes 

 Subordinate themes 

Superordinate 

themes  

One Two 

 

Three 

Conundrum of 

ownership 

Nominal and real Level of dedication  

 

 

Growing pains  

 

Cash crunch  Real value of money Turbulences  

Backbone for success  Envisioning  Enterprising Modernizing 

 

Unlocking the potential Seizing opportunities 

 

Joining forces  Winning trust 

 

Proof of changes  

 

Self-reverence  Self-doubts   

 

The interpretations and analyses were part of an iterative process, which 

involved several reconfigurations, re-writing and relabelling of themes and texts. 

The presentation in this chapter focuses on the double-hermeneutics approach 

of the researcher as observer, audience, and interpreter while the ideographic 

commitment of the IPA is partly applied in this chapter, and entirely utilised in the 

Discussions section (Chapter VI). The full accounts of the narratives are 
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presented in a structured way and these are discussed in the following 

subsections. 

 

5.1 The conundrum of ownership 
The first superordinate theme is the conundrum of ownership, which has a direct 

bearing on the purpose and distinctiveness of the governance structures of MFIs 

in Ethiopia. Ownership and board governance were not part of the research 

question, but almost all participants raised and emphasised these issues 

because of their significance to management capabilities and decision-making 

systems. When the CEOs spoke about real or desired constitutions of MFIs, 

including the characteristics of the governing boards, two subordinate themes 

emerged based on their insights and experiences.  

 

The first is related to nominal and real venture, which refers to the legal forms 

of ownership of the MFIs with the ultimate purpose of achieving their mission. 

The second subordinate theme is about the level of dedication of the board 

members to the governance duties of the MFIs, which is influenced by the 

motives and attitudes of the owners. These two subordinate themes are 

presented in the following part.  

 

Nominal and real  

The data categorised ownership of the MFIs into real and nominal. MFIs 

established by private investors such as for-profit social enterprises, as CEO 

Abebe argued, are aimed at, “being profitable and able to be competitive in the 

market.” Maintaining eye contact for emphasis, he asserted that “these are real 

shareholders.” Real ownership, according to CEO Chala, is “purely private. This 

means we have no nominee and owners of all the resources… It is also very 

clearly known who will receive how much dividend, when there is a profit.” The 

data suggested that the institutions with real shareholders focus on specific 

segments of the population. Both CEO Abebe and CEO Hussein described the 

targeted segment as “the missing middle.” The researcher took note of CEO 

Abebe’s gesture, using two fingers on each hand to display quotation marks, and 

interpreted it as distinctive. The researcher also interpreted this to mean that the 

primary clients are not those who are the poorest or wealthiest, but who are 
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instead served by NGO-backed MFIs and commercial banks, respectively.  The 

members of MFIs’ client base are small businesses, unemployed youth, and 

women who qualify for loans. 

 

Another form of real ownership appears to be collective, notably by communities 

who also benefit from microfinance services. CEO Jember explained this further: 

“The shareholders are basically from the low-income group.” He added, “they are 

mostly farmers and are not business-oriented…[they] invested their own 

resources to buy shares and to receive dividends.” He emphasised the decision 

that the shareholders can make to either “recapitalise or share the profit.” As the 

data indicated and CEO Jember pointed out, “their primary concern is [the] 

unemployment problem in the area. After school, women and youth are not able 

to get a job. They are forced to illegally migrate to foreign countries.” This 

indicates that the target clients are poor, but not the poorest and most vulnerable 

who are usually living in remote areas.  

 

The research participants indicated that “real” shareholders always give the 

impression that they have specific hopes for their investment. CEO Abebe 

shared his thoughts: “The shareholders expect their paid-up capital must 

generate revenue and profits…” Smiling, CEO Hussein said, “we have to be 

profitable… we have to ensure a return on investment to our shareholders.” CEO 

Jember made it clear, with a slightly forceful expression, that “even if the 

organisation is socially oriented, it is difficult to consider it as a social enterprise. 

It is a completely profit-based organisation.” CEO Endale went further, 

categorically downplaying the aspect of creating social value, saying, 

“microfinances are commercial institutions like any other bank. Because they 

hold the same license as banks. The only difference is that microfinances are 

not involved in foreign currency management.” The researcher was content, but 

curious of the explicit social goals given that he interpreted profitability as the 

fundamental driving force of the direct benefits of the real shareholders. This 

means that privately-owned MFIs with real shareholders track and facilitate 

growth in revenue and shareholder value. Therefore, they are not necessarily 

aiming to make trade-offs between profitability and social change. Simply put, a 

return on investment and financial rewards appear to inspire real owners more 
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than social impact. The latter being more a consequence than an overarching 

objective. 

 

On the other hand, the experiences of other CEOs clearly confirmed that 

“nominal” ownership is associated with the MFIs established by NGOs, which 

fund humanitarian and development programmes and in which micro saving and 

lending, in the past, were part of their policies and practices. CEO Fantu 

explained the situation in his MFI, where “ … the [NGO] still has a 64% share of 

the microfinance. They cannot share the profit… the major shareholders are 

nominal.” CEO Berhane expressed a similar experience regarding the modality 

of ownership of his institute, noting that “… the organisation is run by nominee 

shareholders, who are called “social investors”. Nominee shareholders do not 

take dividends but use the profits for social purposes.” The clients of this kind of 

MFI are [amongst] the poorest. CEO Girmay added that the aim of his MFI is “… 

to improve the lives of women in the low-income group of the population.” CEO 

Berhane clarified that the focus of his organisation is “… on the rural community” 

while the clients for CEO Dadimos’s organisation are “youths.” Overall, the data 

revealed that MFIs with nominal shareholders emphasise who they target, 

specifically those in the impoverished communities, and designed to generating 

social value rather than profit.  

 

The emphasis on social impact over financial reward was evident in the data. 

CEO Issa persuasively described the aspiration of his MFI: “Its mission is to 

eradicate poverty … its objective is more of a social than a financial one … 

shareholders do not take or share dividend. The profit would be added back to 

the social investment.” CEO Dadimos spoke with a loud voice, saying that “ … 

we are forced to be self-sufficient and engage in business without affecting the 

social aspects of our objective. It is a question of sustainability. Unless we have 

the money, we cannot survive.” The experiences of these CEOs reflect how 

social change drives the purpose of this type of MFI. CEO Chala recounted an 

example: “They [women] send their children to school, buy household 

equipment, and improve their life by entering into the business world rather than 

being a housewife. Men also witness that they [women] bought oxen to plough, 

to improve their lives.” Nevertheless, the social impact would not be sufficient for 

these types of MFIs, as CEO Berhane acknowledged: “If it [the MFI] works just 
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like [an] aid organisation, it may not have sustainability. To cover its costs, it 

charges interest and generates income and this way it would sustain itself.” The 

researcher was sceptical of the resolution because the challenge goes beyond 

the concern of sustainability. The interpretation is that better financial outcomes 

can lead to improved performance for the MFIs, scaling up and expansion of 

outreach. As will be discussed in the next subordinate theme, the legal form of 

nominal ownership has created ambiguity and weaknesses in the governance 

structures. 

       

Regardless of the type of ownership, both categories of MFIs claim to have a 

social mission. However, the MFI that targets the “missing middle” places a 

condition of financial return on investments and shares the profits among real 

shareholders (investors). Meanwhile, the MFI backed by NGOs with nominal 

shareholders prioritises the poorer or lowest income groups, with more focus on 

generating social value and financial self-sustenance. Here, profits are directed 

and recapitalised support of sustainable operations although this not guaranteed. 

Moreover, they are supported by institutional partners, as suggested by the data 

and findings presented later in this chapter. The researcher was bewildered by 

the notion of nominal ownership and its implications. 

Level of dedication   

How does the conundrum of real and nominal ownership affect the engagement 

and commitment of executive board members of MFIs? Do they take their roles 

in the committees, seriously? The interview data on the experiences of the CEOs 

revealed that boards with real shareholders are committed and engaged. They 

also expect a high level of performance as well as high financial return on 

investment. CEO Abebe spoke about the strictness of the process of selecting 

board members: “ … [they] are elected by the general assembly, board members 

qualification. Not only their qualification [are considered] but also their capability 

to run microfinance institutions.” The experience of CEO Hussein is similar: 

“Board members who run the corporate governance are elected by the general 

assembly. They are also real shareholders and invest money.” The data showed 

the main motivations for real shareholders’ to be vigorous engagement in the 

board: they are compensated for their time; they do not want to lose their 

investment and they are diligent in mitigating risks. CEO Jember shared his 
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experience of engaging with his executive board, noting that it “... is accessible, 

and all members are always present at the monthly board meetings. At the 

meetings, the board analyses situations properly and takes appropriate 

decisions. The board is composed of nine members, and has subcommittees 

dealing with specific issues, such as the credit committee, audit and risk 

management committee and others…. They are active.” The interpretation is that 

the MFIs with real ownership appear to be sustained by strategic oversights as 

well as the strategic insights of their governing body, which are valuable 

competences for organisational agility (Lynch, 2009; Mundra, 2018).  The 

researcher trusted the personal motives of real shareholders, who looked 

determined to achieve positive outcomes. 

 

In contrast, the research data indicated that boards that are filled with nominal 

shareholders suffer from a lack of genuine engagement and commitment to fulfil 

strategic duty and accountability. CEO Dadimos expressed his resentment: 

“They [board members] do not have financial knowledge and are not effective 

even in terms of the number of members. I do not see them eager in their work 

in committees and discussions. Meeting attendance is erratic.” His face turned 

away slightly as he added his feelings about the nominal shareholders on the 

board: “…[nominal shareholders] have served for a long time, since the founding 

of the institution and have kept the goodwill of the institution. But they have to be 

replaced by new blood so that adaptation to new technologies will be simpler and 

we will be able to keep up with many changes.” CEO Fanta experienced the 

same circumstance and was definitive in his desire: “It will be difficult unless the 

structure of nominal shareholdings is changed. It is not a sustainable model.” He 

exhibited some uneasiness before he whispered (in a low voice) his concern that 

“… people get older, time may limit their service and ownership has not evolved 

... . That is why we encourage equity investment and promote the likes of 

shareholders composition.” The researcher interpreted the latter statement as a 

lack of fruitful engagement and effectiveness because of the lengthy tenure as 

nominal shareholders and unfitting board composition. Alternatively, nominal 

owners might need incentives to step up and fulfil their obligation. Similarly, CEO 

Issa inhaled deeply before telling the researcher that “ … the current board 

members are well educated, have good work experience and are well respected 

in other disciplines but they are not committed. They were ordered to play the 
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roles. They are not devoted.” Listening to the experience and nuances of most 

CEOs and observing the context, the researcher felt the conundrum of nominal 

shareholding. The interpretation is that an impasse has caused a disconnect 

between the management and the board’s robust engagement and sustained 

commitment (i.e., effort, time, and knowledge) to discharge its governance duty. 

This can be an important impediment to organisational agility, which will be 

discussed in the next chapter. 

 

Furthermore, for MFIs to be successful, it is important to clarify their role in the 

economy and society along with institutional governance and leadership to 

achieve a balance between generating revenue and fulfilling the publicly 

declared social mission. Board governance pervades all strategic aspects of the 

programmes and business operations of MFIs. The researcher is aware of an 

obvious urgency coming from MFIs for an imminent resolution to solve the 

conundrum of ownership. This is because organisational agility will require 

strategic steering and the restoration of the legitimacy of the “nominal” title in a 

way that preserves the soul of MFIs, i.e., empowers them to achieve their dual 

missions of creating social value and financial sustainability.  

 

5.2 Growing pains  

Growing pains emerged as the second superordinate theme, which is presented 

in the collated data. The term “pain” is frequently used by research participants 

to describe suffering induced by problems. This came from discussions on 

uncertainties and turbulences that matter to the MFIs. The research participants 

expressed a concern that MFIs, like any business, are experiencing turbulence 

and impediments to their operations and current and potential growth. Among 

the range of topics, the researcher identified three critical subordinate themes 

that were frequently reaffirmed across the interviews. The first is a constant cash 

crunch, which was a prevalent factor affecting nearly all the MFIs. The second 

is the falling real value of money over time, which causes an adverse effect on 

the real value of the loans and real income for both MFIs and their clients. The 

final subordinate theme is turbulence in the playing field in the marketplace, 

which refers to volatilities that hinder the effectiveness and performance of MFIs. 

These three subordinate themes are presented with interpretations in the 

following part. 
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Cash crunch  

The research participants consistently reported that a cash crunch is a critical 

phenomenon that prevents them from meeting demands for loans, expanding 

their outreach and improving results for MFIs. CEO Fanta raised a single finger 

and said, “The biggest challenge is the liquidity problem. The number one 

challenge is liquidity. Fund constraints. Getting money is very challenging.” The 

researcher interpreted his gesture and repetition as a reflection of the enormity 

of the problem. CEO Jember acknowledged, that “liquidity is a serious challenge” 

and added, “ … the mobilisation of the required resources at the beginning of the 

establishment was too difficult.” CEO Hussein was emphatic when he explained 

this underlying problem: “We do not have a problem of borrowers. Fund shortage 

is caused by insufficient start-up capital and poor saving. Now liquidity is an 

obstacle to our business.” CEO Girmay expressed a similar view on poor cash 

availability and spoke of the implications to his organisation: “We are not able to 

move according to our plan because of a lack of money. The money that we use 

as a revolving fund comes from a small loan that we get from limited sources and 

from saving deposits.” CEO Chala presumed that the options for accessing cash 

and lending are all closed and that “ … there is no access to get [finance] from 

foreign banks and foreign investors. It is locked; and yet our internal banks 

require collateral and [our MFI] has no property for that.” Overall, the interview 

data affirmed that the constant cash crunch problem has not only prevented the 

MFIs from achieving scale but also limited the current demand for microfinance 

services. The researcher was curious about the possible solutions and decided 

to delve deeper into the conversation.  

Based on the breadth of their lived experiences, the CEOs offered some 

interesting insight regarding how best to reduce the problem of illiquidity. CEO 

Jember mentioned a shift in his MFI: “The general assembly meeting was held, 

and it was agreed to raise the capital from 10 million to 100 million [Ethiopian 

birr]. We are now going to sell shares to outsiders.” He laughed and continued, 

“there is no other source for financing in this country. It is difficult to access loans 

from banks because of the demand for collateral and other bureaucratic 

procedures.” While CEO Jember seems to recognise the limited options 
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available, CEO Issa showed a more optimistic view of tackling the liquidity 

problem by reaching out to banks: “The Development Bank of Ethiopia is 

currently supporting and funding microfinances to prevent them from withdrawing 

from the sector. We consider it like our blood vessel.” CEO Berhane agreed on 

the impending partnership with the Development Bank of Ethiopia, saying, “I 

think is a great opportunity.” However, CEO Issa spoke in a sarcastic voice and 

admitted the gaps: “… still microfinances cannot get loans from the Commercial 

Bank of Ethiopia even if it is over liquid [i.e., has plenty of cash]. Their focus is 

on trading and exporters. The bank also needs physical collateral and 

microfinances have no collateral to get a loan.” He gave a specific example of a 

possible partnership with a private bank: “…more than 82% of clients [of the MFI] 

are women. Therefore, Enat Bank3, to meet its objective, is working with [the 

MFI] to reach more women to give them credit.” CEO Hussein had a different 

view on building financial strength: “The capital that you can mobilise from these 

shareholders is small. So, you must mobilise savings. To mobilise savings, in 

Ethiopia the first problem is a lack of awareness about microfinances.” The 

researcher interpreted this as evidence that there are emerging possibilities to 

work in partnership with banks. Increasing equity capital and deposits seem to 

be part of the strategic solutions to address the cash crunch. Marketing with the 

intent to build the trust of potential clients, investors and depositors will have to 

be part of the strategy. While the researcher was stimulated by the discussion, 

he was disillusioned to witness the huge gaps between the management and 

leadership capabilities of MFIs and their aspirations. 

CEO Girmay shared his practical experiences of partnerships to improve the 

cash position of the MFI: “Sometimes we also benefit from World Bank funds, 

such as the Women Entrepreneurship Fund, the Solar Energy Rural 

Electrification Fund, etc.” Similarly, CEO Abebe gave an example of his 

experience of working on a programme “… enabling women entrepreneurs to 

access finance… This programme was funded by the World Bank, Italian 

Cooperation and European Investment.” CEO Hussein recognised the 

“uniqueness” of the MFI and pointed to the predicament of policy and regulations. 

He said, “laws and regulations issued for banks are also applied to 

 
3 Enat Bank is a private commercial bank established by Ethiopian women entrepreneurs and provides 

banking services mainly by focusing on women’s economic needs. 
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microfinances.” This suggests a need for more favourable regulation for the 

microfinance sector. CEO Fantu listed the main options for alternative sources 

of funding: “Mobilise equity, commercial loan, concessional loan, revolving fund, 

capacity development fund.” The researcher’s interpretation is that exploring 

these options may require looking for opportunity amid adversity, which in turn 

would require talent and other capabilities. The researcher is very much cautious 

to say that MFIs are adept at exploring the options that the CEOs pinpointed 

during the interviews.  

The study found that a cash crunch is a growing “pain” that has important 

implications for the organisational agility of MFIs. Essentially, this exhausting 

cash position prevents MFIs from realising their growth potential. The data did 

not indicate that the MFIs had reached insolvency, as none of the research 

participants talked about cutting costs, laying off staff or other austerity 

measures. The data also clearly showed that there are potential solutions. The 

problem of a constant cash crunch is compounded by the subordinate theme of 

the falling real value of money, which is discussed next. 

Real value of money 

The researcher found that most of the participants recognised the phenomenon 

of the falling real value of money as an actual although not an exceptional burden 

in the microfinance sector. CEO Issa illustrated the implications of a fall in the 

purchasing power of money, which some clients complain about: “And we ask 

them [the clients] why Birr 50,000 in credit cannot buy anything and they say that 

Birr 50,000 cannot buy two oxen and that they cannot plough with one ox. 

Therefore, we are always forced to increase credit more and more. It is a very 

inflated economy.” As CEO Berhane spoke, his eyes glazed over, as if he was 

looking far away: “Inflation is a very difficult thing. For example, it is almost 20 

years since we started operating. We are still applying the same interest rate set 

at that time.…The interest should have been adjusted accordingly, but we cannot 

do that. Because the economy will not accept that, and society will not also 

accept that … . The impact of inflation is huge.” CEO Abebe talked not only about 

the significance of but also the dilemma triggered by high inflation: “In Ethiopia 

inflation is not normal …If prices are to increase, the cost of production should 

be increased.… Our price is interest rate and you cannot increase . … If you 
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increase the interest rate, you will lose your clients. Still, we charge with our 

previous interest rate…we did not want to enflame [the situation]”. CEO Fantu 

spoke about his experiences of inflation and its impact on the MFI operations: 

“Ya! Sometimes in the case of macro-economic instability we have faced 

challenges. Especially inflation. At one time the high inflation rate was 

dangerous, and we could not finance many of our previous customers. So, they 

raised their credit demand to almost double due to the fall in the purchasing 

power. But we couldn’t afford to meet their demand.” He continued to discuss 

the actions taken before he highlighted the seriousness of the challenge: “We 

decided to retain our customers and hold back from increasing our outreach. 

Additional customers could not be accommodated. It was really painful and 

dangerous. We restricted our outreach. Expansion was not possible due to 

capacity.” CEO Jember talked about the implications of inflation: “You can’t move 

further with your plans due to the unabated increase in the prices of commodities 

and services. Now we cannot plan for three or five years as before. Even the 

annual plan has to be revised twice a year. Due to price escalation, you may face 

a one-hundred percent cost variation in the course of implementing your 

activities: from inception to completion.” He continued, “in project planning it is 

unusual to put more than five percent contingency. This is no longer the case. It 

can go up to 50 and even one hundred percent. The situation is influencing the 

microfinance sector negatively. It is because the money flow in the country is not 

normal.” 

Generally, the data indicated that inflation has increased household expenses. 

This has hampered clients in terms of meeting their repayment obligations. The 

CEOs discussed the possibility of adjusting the lending interest to combat 

inflation, but none of them presented it as an agreeable solution. Some hinted 

that it might exacerbate the situation, using the metaphor of “pouring gasoline 

onto the fire” because of the likely ramification of economic hardships. The 

collected data, therefore, did not provide concrete or practical remedies for 

addressing the falling real value of money. The researcher was invigorated by 

the conversations with the CEOs but outraged by the continuous depreciation of 

the Ethiopian Birr over the last three decades. The interpretation is that in the 

absence of lived experiences of solutions, this issue would persist until a 
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favourable national fiscal policy and macroeconomic stability are realised. 

Hence, MFIs will continue to live with the pain, at least for the near future. 

 

Turbulence  

In addition to the falling real value of money and the constant cash crunch, the 

interview data revealed a further subordinate theme related to the turbulence in 

the operational environment. The CEOs shared their lived experiences of how 

turbulence, ranging from natural disasters (floods, droughts and pests) to 

manmade emergencies (violence and political crises), affected the effectiveness 

and results of the MFIs. The focus of the findings will be on manmade turbulence. 

CEO Fantu, with an expression of sadness, said, “There has been unrest in the 

country for the two years. There is a recurrent civil conflict, roads are closed, 

markets are closed, markets have suffered especially during unrest, security 

problems.” The researcher interpreted the words and the gestures as reflective 

of the difficult working environments for MFIs. CEO Girmay gave a specific 

example from his recent experience: “… we cover areas as far as Dembi Dolo, 

which is about 600 km from here [Addis Ababa]. Because of insecurity on the 

road, we were not able to travel frequently and properly supervise our activities 

in this and other areas where we have branch offices. As a result of this 

instability, there is also a market failure which results in an inability of our 

borrowers to pay back the loans.” Similarly, CEO Dadimos said, “in some areas, 

especially Amhara and Oromia, clients hesitate to repay their loans. Even if it 

[the political unrest] is exaggerated.” CEO Hussein corroborated this point: “Our 

problem is not only [being] unable to collect the money but also not [being able 

to collect] it on time.” The researcher interpreted the lived experiences of the 

three CEOs (Fantu, Girmay and Dadimos) regarding the non-performing loans 

as a result of the curtailed operations of MFIs and slow business activities, which 

are all induced by political instability and insecurity. The researcher was 

overwhelmed to hear the disheartening impact on communities.  

CEO Issa discussed an anecdote from election campaigns: “To be frank, there 

is always an apprehension and fear as we are working in rural areas, especially 

when there is an election in the country. Because, during an election campaign 

politician promise the voters that they will help to cancel their loans or credit, 
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which is a lie.” The researcher noted emotions of amusement on Issa’s face. He 

then reinforced his concern: “The ruling party itself promises if they are re-elected 

by the community, they will help cancel their credit. The same is true with 

opposition parties.” The researcher considered the story an indication of the 

serious implications not only for the staff of the MFIs but also for the real 

shareholders, depositors, creditors and other stakeholders. Furthermore, CEO 

Abebe elaborated on the magnitude of the problem, stating that it extends 

beyond the organisation’s financial performance to multifaceted risks, which 

“affects our self-security, and day-to-day movement.” The researcher was 

dismayed to hear and observe that MFIs appear to be defenceless and have no 

leverage to fix this unrest. The interpretation based on the data is that MFIs often 

wait for the situation to stabilise before they resume operations, then begin 

lending and collecting repayments again. With their current capacity, all the 

CEOs find it difficult to act during such crises. 

The data also indicated that turbulent social, political, and operational aspects 

lead to a loss of resources, information, and infrastructure. CEO Jember, while 

shaking his head, acknowledged that this occurs: “We heard that some damage 

was inflicted to some microfinances. We are fine.” He slowly continued, “when 

we work in [a] certain area, the image we have in the society is very important 

and must be clear.” The data became clearer when CEO Berhane shared his 

experiences and views: “…among all the microfinances in Ethiopia I think our 

[MFI] is the least affected. Because from the very beginning we took the time to 

know our customers and for them to know us. [We took the] time to build 

relationships with the community first.” The researcher interpreted the nuances 

of CEO Jember’s and CEO Berhane’s statements as building social capital 

through trust and credibility. This interpretation was corroborated by the 

experience of CEO Fantu, who shared the following practical lesson: “We were 

saved because of our intimacy with the community. Our partnership is only 

business. Especially with the young community.” To contrast the phenomena 

encouraging community relationships, he gave an example of what happened to 

one particular government-affiliated MFI: “Their offices got burnt down 

deliberately by those who had taken out credit and those who joined an 

opposition group campaigning not to repay their debt. Documents were burned 

and staff were forced to leave.” He continued, “even if the unrest was very 



98 

 

dangerous and kind of devastating, it was possible [for his MFI] to survive.” The 

researcher was charmed by the expression of endurance, but critical of the 

damage inflicted on humans, data, and proprieties. The interpretation is that lack 

of social capital is too costly for a society, which is desperately working to pull 

itself out of poverty.  

In conclusion, MFIs experience many growing “pains.” During times of political 

turbulence, a wait-and-see approach affects the productivity of borrowers, while 

MFIs face increased costs of operation for collecting repayments on time. These 

growing “pains” weaken and restrict the performance, effectiveness, and results 

of the MFIs. From a different point of view, the researcher psychologically noted 

that MFIs are building incredible resilience, as they keep operating despite these 

and other issues. The core capabilities of the MFIs that can respond to these 

“pains” are crucial. Accordingly, the findings related to the core capabilities of the 

MFIs are discussed next. 

5.3 Backbone for success   
The study has identified that MFIs have been building their capabilities and 

positioning themselves to achieve their social and financial objectives. The 

research question revolved around their team structure, management practices 

and decision-making processes to face threats and/or seize opportunities. The 

pattern of the data revealed the superordinate theme of building a backbone for 

success, which refers to the capabilities required to reach the double bottom line 

that combines social impact and financial returns. Based on the interview data, 

three subordinate themes became evident. The first is envisioning, which refers 

to whether MFIs have a set of directions for creating social value along with 

financial sustainability. The second is enterprising norms, which involve how 

MFIs can enact a vision through expertise, creativity and collaborative culture. 

The final subordinate theme is the quest for modernising, which refers to how 

MFIs seek technological advancement and capabilities to create efficiency and 

unleash their growth potential. The three subordinate themes are discussed in 

the following part. 

Envisioning  

The interview data showed that some MFIs focused more on financial returns 

than on social objectives when they described their explicit visions. In the 
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description of the strategic priority of their respective MFIs, CEO Endale 

repeatedly mentioned revenue streams from “renting money” as one of the 

benchmarks for achieving financial goals, while CEO Jember strongly wove 

“profit making” into his statement. These are MFIs that target the “missing 

middle” as discussed under the theme of conundrum of ownership above. This 

suggested a focus on profitability because MFIs are obliged to create value for 

shareholders. In the same line of thinking, CEO Hussein’s bottom line consists 

of maximising “dividend to shareholders”, but he factored the inclusion of poor 

women into the vision, and specifically those “…who run gulit [small traditional 

trading in informal markets] … and those who run very small poultry farms.” The 

researcher admired their zeal to tackle poverty and interpreted inclusiveness, in 

the context, as a commitment to corporate social responsibility (CSR) rather than 

as a central goal to assist the very poor since these MFIs primarily target clients 

with a modest risk of repayment failure. The researcher established this based 

on a discussion about the nature of ownership of MFIs and whom they primarily 

target for microfinance services.   

Meanwhile, the NGO-affiliated MFIs are more focused on in pursuing social 

objectives. CEO Berhane talked about the focus “… on the rural community, 

targeting basically women. Sixty percent of our clients are women.” Similarly, 

CEO Fantu and CEO Chala talked about the vision of “poverty reduction” by 

addressing the problem of financial exclusion. CEO Chala, who spoke with 

excitement, said that the “… biggest problem for [the] majority of the community 

or low-income groups especially women and rural farmers, was access to 

finance.” The researcher interpreted these statements to mean that financial 

inclusion is a key strategy for making an impact on poverty. Likewise, CEO 

Girmay said that, “our vision is to see poverty eradicated in Ethiopia by 

empowering the most disadvantaged groups of society.” He raised his finger and 

pointed to show the long distance and said, “…even those in the remote areas 

of the country….and we focus on women.” A good description is provided in CEO 

Dadimos’s specific vision, which is to increase “outreach into rural and remote 

areas to provide a better service and improve the lives of the very low-income 

population.” CEO Issa’s expression of the vision is similar, with an emphasis on 

“women empowerment” and with the “... ultimate objective of enhancing 

household food security.” The researcher observed that targeting females is not 
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influenced by the gender of the CEOs as all of them are male (unfortunately). 

The interpretation of the data is that the most influential factor is institutional 

donors and national policy that prioritise gender equality and investment in 

women’s empowerment.   

The findings of the study show variations in perceptions of social change. One 

group of MFIs aim to generate shareholder value. Thus, the vision is to expand 

the business and to make profits while managing risks. The data showed that 

those who are focused on shareholder value aspire “to become commercial 

banks” and to grow their market share in the financial system in the long term. 

The researcher felt unsure of the openly stated goal of social value creation. The 

other category of MFIs envisions creating social value regardless of risk. In this 

latter category, CEO Girmay shared his intuition on the obligation, if not burden, 

of MFIs achieving social objectives: “even if microfinances have a business 

component, I do not agree that they are business organisations. Because they 

provide credit without any collateral, their risk is very high. There was a huge 

number of bad debts (in the millions) written off.” The interpretation is that the 

social mission outweighs the financial outcome. The researcher was elated with 

the commitment shown and understood the endeavours to striking the trade-offs 

between social objectives and profits. 

The data illustrated that the aspiration of this kind of MFI is to expand 

geographical coverage, increase the number of loan clients and to serve the 

poorest segments. CEO Chala exemplified the vision to scale up and do more 

when he said, “the organisation adopted its five-year strategic plan last year. Our 

vision is to be a leader in NGO-affiliated microfinance in the next five years. To 

this end, we are working hard to mobilise savings.” They continue to create and 

reinvest wealth because they are no longer a charitable venture but rather agents 

of change to generate social value. The data provided practical examples of 

progress beyond simply lending money and collecting repayments. For example, 

CEO Dadimos spoke with excitement about lending interwoven with business 

development: “[we] constructed a milk processing plant in [the] Jemma area, in 

which the farmers provide milk to the plant and increase their income sustainably. 

In the area of Tulu Bolo, [we] assisted the farmers in the value chain to provided 

potato and bean seeds. In Arsi, farmers provide barley for [the] malt factory.” The 

interpretation is that the MFIs are providing the poor with opportunities beyond 



101 

 

disbursing loans and collecting repayments. The researcher was excited to know 

that MFIs are focusing on innovative business development ideas, which exist 

as important social value creations. 

Finally, both categories of MFIs create wealth, but they differ in the ultimate use 

of net profit and motivation for investments. Envisioning social change can give 

a focus and sense of direction to all MFIs, but it can also provide the moral basis 

for investment priorities, galvanising support, and social leadership. Importantly, 

it can attract impact investors and others genuinely seeking to make a difference 

to the lives of poor people. Individuals and institutions can use the mechanisms 

of shareholding to inject resources, transfer knowledge and foster innovations.  

 

Enterprising  

The research question seeks answers on the importance of an enterprising 

culture (ingenuity, flexibility, and adaptability) within MFIs, given its relevance to 

organisational agility. The collected data highlighted the status and dilemmas of 

people as well as the contribution of people to achieving operational and strategic 

goals. CEO Berhane clarified how his multidisciplinary units operate as a team: 

“We have five departments, risk, audit, finance, et cetera. Everybody has a 

dynamic skill. We work as a team. We have a good capacity internally to develop 

a system, design a product and manage partnerships.” CEO Fantu highlighted 

the motivation of his team: “They [management team] are so committed to 

poverty alleviation. It is very good, should be very much encouraged and 

improved.” He spoke further of his own dedication: “I have had many 

opportunities to join an NGO with a better salary and could enter the banking 

industry or other organisations…, but I am very much inspired by microfinance 

services. Because the sector has helped and improved the lives of many poor in 

the country.” CEO Girmay spoke with jubilance about his experience of teamwork 

in shaping ideas and making decisions: “…every management staff will be 

provided an opportunity to freely express themselves on any issue, and the idea 

that wins shall prevail, and we move forward. We usually hold strong debates 

focusing on the subject and sometimes go to the extent of quarrelling with each 

other [laughing] all for the benefit of the work. We work through mutual 

understanding. That indeed is one of our qualities.” The interpretation of the 
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narratives is that well-functioning teams that are driven by teamwork exist within 

the MFIs. The researcher expected but was very much impressed by the 

commitment of the staff to social goals.  

The data suggested that flexibility might not be the norm, especially in decision 

making on operational matters but there are efforts to improve the delegation of 

authority. CEO Girmay said, “of course, you can’t be flexible when there are 

government rules which you have to obey, or when there are situations that affect 

the integrity and continuity of the organisation.” CEO Chala’s lived experiences 

showed some incremental changes to empower staff to make decisions within 

parameters: “…[we] have strategy, policy and procedures to control and mitigate 

the risk.... we regularly revise policy to be dynamic and flexible. For example, our 

branch managers are delegated to make decisions on granting loans at their 

level based of our loan approval policy.” In contrast, CEO Abebe expressed his 

concern about the outdated rules in the operating manual: “… we have a 

limitation in our branches, and they have to send [cases] to the head office 

operation department [because] some of the decisions [are] beyond their 

capacity.” CEO Abebe talked in a strict voice about the prerequisite for strong 

governance to manage internal productivity problems as well as to address 

external challenges. He described his initiative as a “… proposal to decentralise 

some of the decision-making processes to be made at branch level [which he] 

submitted to the board … [which will] reduce the bottleneck and improve and 

facilitate ways of working.” The researcher was inspired when listening to the 

importance of people and the quality of training. The interpretation is that 

managing talent can be the difference between success or failure. The MFIs 

seem to be willing—but are struggling with constraints—to embrace change and 

empower their staff to innovate and make clear decisions. There is also a need 

for appropriate co-ordination across branches to ensure that decisions are 

suitably balanced against overall risk and available resources. 

The research participants painted a picture of the main constraints to an 

enterprising culture (i.e., low capability) and staff who struggle to keep the 

business running let alone to rapidly innovate in response to new needs or 

challenges). CEO Endale confessed, “ … actually, we don’t have management 

capacity, but we strive to grow. We do not jump into [something] beyond our 

capacity. [We] will start as a small institution and [will] try to grow.” CEO Dadimos 
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singled out one barrier in particular to enterprising culture: “… [we] are 

overcommitted due to an insufficient number of staff at the field level: they are 

overburdened due to the increase in the number of our clients.” CEO Girmay 

raised the importance of leadership for promoting enterprising behaviour [in the 

MFI] and noted a concern about a “lack of knowledge and skill diversification in 

the management team.” CEO Fantu said the lack of talent was a key obstacle to 

enterprising: “[there is a] shortage of qualified personnel in the sector. 

Universities in Ethiopia do not have microfinance courses.” CEO Issa, with an 

expression of dissatisfaction, said, “there are about 40 or 50 universities … the 

students graduate in economics, accounting, management and business 

education, but microfinance is not given as a course.” The mixture of inadequate 

staffing, excessive workloads and a lack of talented people or poorly trained is 

hindering the enterprising culture that can help MFIs meet the needs of their 

clients based on their feedback and insights. The participants also called for an 

initiative to establish a microfinance school that brings together and teaches the 

skills pertinent to the profession. During the conversation, the researcher felt a 

daring business opportunity in the area of human capital development. Further 

study is required, perhaps, all that is required are a few taught modules/courses 

in the area, not necessarily a separate institute.   

The research data revealed an even bigger challenge: a pattern of widespread 

staff turnover in the microfinance sector that undermined the efforts of 

enterprising in MFIs. CEO Hussein shared his experience of the resignation of 

qualified members of his MFI’s management team for better opportunities. CEO 

Issa also recalled a related story: “We had a staff member. He had a good 

experience with us, and he later joined Enat Bank. This year, three senior 

management staff left our enterprise because of low pay and joined an 

organisation for a better salary. We could not retain them by paying the amount 

they had been offered.” CEO Abebe painted an even more grim picture: “In the 

last quarter we recruited 22 staff and 21 left. [We] are trying to find a solution to 

retain our staff. We cannot compete with banks and can only compete with 

microfinances and can only increase salary and staff benefits based on our 

capacity.” CEO Chala agreed with the problem of staff turnover and stated that 

“microfinance staff join [the] bank due to better packages but still they complain 

about job satisfaction even if the environment is good at [the] bank.” Reinforcing 
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the latter stance, CEO Hussein said, “some staff members left us to join banks 

although some of them came back. The turnover is high, and the flow is to the 

banks.” The interpretation is that staff turnover has become inevitable in the 

sector, and it can be disruptive to staff productivity. Equally, MFIs must expend 

efforts and money to replace personnel. This destabilises the enterprising culture 

and faithfulness of the MFIs to their missions because of high turnover of staff.  

The researcher felt a sense of pessimism for the future because the MFIs 

appeared to be at a loss for ideas about how to curb the problem of staff turnover.  

The data exhibited that talent is key to strengthening an enterprising culture and 

improving and delivering high-quality and appropriate microfinance products and 

services. Particularly, as indicated earlier, the correct expertise is the most 

important asset for MFIs, but there is a critical challenge in developing and 

nurturing the talent pool. Examples of teamwork and team leadership were 

valued by the research participants. Staff turnover in the sector is becoming a 

source of apprehension and negative disruption. The researcher was amused by 

the story about the departure and return of staff to MFIs because it implied that 

not all people work only for money. Overall, the data suggested that 

improvements are needed to acquire, develop, and manage the future workforce 

of the microfinance sector. 

Modernising   

Almost all the research participants highlighted the need to update the current 

archaic transactions, paperwork, and internal management practices, which are 

characterised by wastefulness (i.e., delays, ineptitude and inadequacy). 

Similarly, the data reaffirmed the desire of MFIs to create technological 

capabilities to improve their efficiency and effectiveness. CEO Chala modestly 

said, “we are not advancing in terms of technology.” CEO Dadimos admitted that 

operations are carried out manually: “we are far behind… a lack of MIS 

[management information systems] is a major bottleneck.” According to CEO 

Fantu, “a digitalised financing system is very challenging to acquire.” He added, 

“we are operating manually but partially operate in Excel, Peachtree and 

QuickBooks. We are backward in terms of financial technology adaptation.” CEO 

Hussein said, “we can’t move without technology. Working manually using Excel 

and other programs will not move us forward.” CEO Abebe squarely set 
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technology as a central pillar to future growth: “Unless microfinance institutions 

adopt new technology …they cannot grow as expected and it will be difficult. But 

if they adapt, there will be a significant change.” CEO Girmay explained why 

technological transformation has become so urgent and important: “A 

commercial bank can give a 100 million loan to one customer, whereas a 

microfinance institution will disburse the same amount of loan to 100,000 

customers, which makes its management and follow-up costs very high [if the 

same overall sum spread amongst the many].” The researcher felt that all the 

research participants spoke in almost one voice. The researcher’s interpretation 

is that there is a clear recognition on their part of the need to acquire and deploy 

technological and digital capabilities. MFIs are desperate to improve the 

efficiency and performance of their institutes, and the quest for modernity to 

reach out to customers is a top priority.  

The data also illustrated some promising initiatives to embrace technological 

transformation. For example, CEO Berhane expressed a readiness to embark 

on a change project: “we are implementing a core banking system. Of course, it 

did not take over fully, it is still under process. We need an IT system which [is] 

commensurate [with] the growth of the organisation.” CEO Jember indicated a 

small initiative as well: “We are using affordable software and performing our 

duties better. Starting from free software compatible with us…” CEO Hussein 

enthusiastically expressed a determination to acquire technology: “We are at the 

final stage to buy a full-fledge core banking system. We have already evaluated 

the technical and financial proposals, selected the vender, finalised the 

negotiations, designed and signed agreements and have started working on the 

data centre.” Furthermore, CEO Endale shared an ambition: “we are trying to 

move to a digital finance company, and we have already made an agreement 

with a digital technology company. We are working with them to improve our 

system and provide loans through a digital system. We are preparing to install a 

system, so that [our] clients can request and access loans online, moving to an 

agent and mobile banking system.” With an emphatic voice, he added the 

intention to be a forerunner: “we are trying to be the first in the digital financing 

system in Ethiopia and its objective will be purely commercial.” These statements 

suggest that MFIs are making attempts to rise up to the challenge of modernising 

their operations. The researcher was fascinated to learn that each MFI is striving 
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to adopt innovative approaches to provide potential and existing clients with 

digital financial services. 

The research participants also highlighted critical impediments to the progress 

of technological adaptation. According to CEO Hussein, “...it is very expensive. 

Microfinance cannot afford it.” CEO Abebe elaborated upon his experiences: 

“We found it very difficult to deploy [the] core banking system, due to the limited 

financial capacities of microfinance institutions: the system [is] expensive, the 

infrastructure requires a lot of money, the purchase of software is expensive, 

training, et cetera.” CEO Jember emphasised that “The cost of technology… is 

not within the reach of young microfinances like us. The cost is beyond our 

capacity.” CEO Issa verified this impediment: “…we do not have the capacity to 

use MIS and technology because of a lack of competent staff [This is not a 

financial constraint, however].” The researcher is very conscious of the 

technological divide between poor and rich nations, and the desperate position 

of MFIs. The interpretation is that, despite some initiatives by a few MFIs to take 

small steps forward, there remains the problem of financing the ambition of 

acquiring technological infrastructure and software. In addition, talent that could 

support the adaptation of technology in the microfinance sector is lacking. 

The data corroborated some collective efforts, which might help the MFIs 

undertake a digital transformation in Ethiopia. CEO Hussein noted that the 

Ethiopian Microfinance Institutions Association (EMIA) is helping to create a 

national capacity for online and digital banking. He said, “to fill this gap a 

company has been established to create a shared system called Ethiopian 

Inclusive Finance Technology Share Co. In fact, the project is with us [the MFI], 

the Association is working on it, and after we implement the system, we will 

transfer [it] to the company. Anyways, we are in a process to implement [a] 

shared core banking system for 25 microfinance institutions.” CEO Fantu also 

revealed another joint project: “With the support of donors, an agency called 

IFAD, a UN agency, selected about 15 strong microfinance institutions to adopt 

a joint shared core banking solution. …when we finish that, really our service will 

be well automated, the management will get real-time data for decision making.” 

The researcher appreciated that there are auspicious initiatives for creating 

shared technological services among MFIs. In light of the large-scale investment 

required to build the technological infrastructure, such as satellites, Internet and 
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digital exchange platforms, collective effort is perhaps the best strategy. The 

researcher felt that the lived experiences indicated that there has been progress 

in this regard, which is promising.  

As for further interpretations, the MFIs are seeking the technological capability 

to help them achieve their strategic goals. The researcher observed that while 

the quest for modernity continuous, they are imagining an economy of scale and 

joining forces to create the foundation for significant digital infrastructure and 

financial software. The digital revolution has advanced (artificial intelligence, MIS 

and core banking) and has already profoundly changed business models around 

East Africa, as discussed in the background section of this thesis. The researcher 

is optimistic that MFIs are conscious of this and aim to work with partners, 

technological experts and all stakeholders in the ecosystem to leap towards 

greater modernity.  

5.4 Unlocking the potential 
The fourth superordinate theme is unlocking the potential of the MFIs, which 

includes a discussion on the drivers of success. Building on earlier debates, the 

participants identified actions for unlocking the potential of microfinance to grow 

and make an impact on poverty through improved financial outcomes. Based on 

the data, three subordinate themes were identified. The first is seizing 

opportunities, which refers to identifying the biggest prospects and capitalising 

on them to achieve strategic objectives. The second is joining forces, which 

refers to the existing and potential stakeholders that can be galvanised to 

achieve the missions of the MFIs. The final subordinate theme is winning trust, 

which is focused on inspiring confidence in, and the credibility of, the 

microfinance sector in the hearts and minds of clients and other stakeholders. 

These subordinate themes are discussed next.  

Seizing opportunities 

The research participants’ accounts related to the opportunities for the 

microfinance sector were cohesive and consistent. CEO Girmay laughed and 

stated, “if we had the capacity, there is a very big demand for loans.” CEO 

Hussein said, “the financial market is still untapped. There is a huge demand for 

finance. If you create awareness, there is also a large number of people who can 

make deposits.” CEO Endale offered an interesting figure to show the gaps: 
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“Ethiopian banks in total [18 of them] cannot provide loans to more than 250,000 

people from the total population of 120 million. [The] Ethiopian GDP is 90 billion 

Birr.” In a similar vein, the most illuminating perception came from CEO Issa, 

who said, “ … we are in a country which has a population of over 100 million; 

that creates a demand for market and the unmet demand is huge. The unbanked 

community [population] is 80%. Insurance, banks, and microfinances could only 

meet 20% of the demand of the country’s financial services. There is a huge gap 

between demand and supply.” With an ironic gesture, he continued, “… 

unemployment, the number of unemployed people in Ethiopia is huge. And those 

engaged in small businesses are very large in number who are appropriate 

[potential customers] to microfinance institutions. Because they are working in 

small business.” CEO Fantu shared similar phrases and excitement: “there is a 

huge unmet demand which will take time. This is a driving force and a big 

opportunity to mobilise micro saving and to expand micro credit and micro 

saving, to sell our product.” The researcher clearly understood and reflected that 

the unbanked population is immense. The interpretation is that MFIs have an 

abundant market in which to mobilise resources through deposits. The deposits 

have grown significantly, as discussed in the background chapter, but it is far 

from adequate. The researcher is confident that with ambitious goals to reach 

out to more people and develop better capabilities, MFIs can unlock this potential 

for growth. 

The research data drew attention to other factors for unlocking the potential for 

success. CEO Girmay was cognisant of favourable government policy: “The 

existing law of the land allows us to move and work anywhere in the 

country…There is nothing that would stop us from expanding our activities at 

federal or regional levels.” The participants displayed a clear awareness that 

MFIs are lagging in terms of exploiting their potential. CEO Jember compared 

the MFIs in Ethiopia with those of a couple of other countries in Africa: “Even 

compared to the neighbouring countries, the number of microfinances in Ethiopia 

is too small. Rwanda, for example, has 200 microfinances for 10 million people. 

Kenya, for not more than 50 million people, there is many microfinances. In 

Ethiopia, we are about 110 million people, but the number of microfinances is 

only 38.” CEO Chala shared his observations, looking back a couple of decades 

on the emerging phenomenon: “By the time microfinances established 



109 

 

themselves and began to operate, it was very challenging. Credit and loans were 

not considered positively by the population especially by those in the low-income 

group… [they were] not considered as a good culture or norm.” He added that 

society now recognises the value of the credit system: “It is improving and 

promising.” The researcher was delighted to note that all MFIs do indeed 

recognise the opportunities that come with making society more favourable for 

microfinance services. The interpretation is that MFIs need to do more to 

maximise the use of government policy incentives, such as tax exemptions for 

organisations, and more MFIs could enter the market and take advantage of the 

favourable conditions resulting from a changing society. 

 Joining forces  

The data from the study indicated the value of joining forces, which revealed the 

subordinate theme of spurring on existing and potential stakeholders to achieve 

the missions of MFIs. CEO Chala raised the potential of a joint venture with 

“foreign banks and foreign investors” to bring in more technology and resources 

for scaling up. CEO Endale appeared to give greater significance to leveraging 

the partnership with commercial banks (currently over 18, excluding those under 

formation), for example, to create “…[an] inter banking lending system.” 

Complementing the idea of leveraging support from commercial banks in the 

country, CEO Dadimos cited a specific partnership: “There is a programme called 

Women Entrepreneur Development, with the support of the Development Bank 

of Ethiopia.” CEO Abebe cited partnerships with some bilateral and multilateral 

donor agencies, including the World Bank, Italian cooperation, and European 

investment, to give women entrepreneurs access to financing. CEO Berhane 

gave an example of cooperation in human resources development: “…technical 

trainings are given through AMFI and the National Bank.” He added his 

experience related to working with “Heineken brewery and other European 

breweries… for malt production” by facilitating and linking farmers with 

agricultural suppliers. Two of the research participants also referred to 

cooperation with LIFT, which is a multi-donor fund that offers technical 

assistance to improve the lives and prospects of the most vulnerable people. 

The participants were cognisant of the fact that leveraging the policy and 

regulatory environment is essential, although most of them agreed that the 
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regulatory environment is generally favourable for the microfinance sector. CEO 

Fantu articulated this further: “The current national monetary policy, even though 

it has its own drawbacks, has supportive financial regulatory policy. The market 

is protected; the policy gives protection.” He added the agenda of “macro-

economic development”, which is set out in the 5-year Growth and 

Transformation Plan (GTP) of the Government.  CEO Girmay noted, “We are 

exempted from profit tax.” He shared his experiences and opinions on this 

matter: “In Ethiopia, microfinance institutions are not receiving adequate support 

from the government. I have visited India and witnessed that Indian institutions 

have no problem with financing. They receive support from the government.” This 

government policy predicament was also mentioned by CEO Hussein, who 

observed, “Laws and regulations issued for banks are also applied to 

microfinances. A detailed study should be done on what makes microfinances 

… achieve better.” He recommended to review the usefulness and limitations of 

the 24-year-old proclamation (40/1996) with intent to make it more relevant to 

the microfinance sector. CEO Jember mentioned the lack of a “College or 

university which provides training in microfinance”, implying the need to leverage 

partnerships with universities in Ethiopia to improve/ support skills training.  

The researcher was captivated by the strength of alignment of microfinance 

services with the broader development agenda by the government. The 

interpretation is that the missions of MFIs are well aligned with national 

development aspirations. This can be foundational for national policy 

adjustments, direct government support modalities and partnerships with 

academic institutions, all of which could unlock the potential of MFIs for greater 

achievements. The data suggested that MFIs are seeking to leverage 

partnerships with a range of stakeholders to acquire new assets, build their 

capabilities and increase their outreach. The research participants highlighted 

the prospect of working with commercial banks in the country, foreign investors, 

donors, and universities and seeking policy support from the government. 

Winning trust  

The research data show that MFIs are working toward gaining trust and credibility 

in the hearts and minds of their clients. CEO Issa said, “ … previously, the 

community considered microfinance Institutions like a donor organisation… [and 
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were inclined] not to return the money.” He also referred to changes that are 

occurring: “Now they are offering training for our clients to make them aware of 

our offerings. That if they want to do business, finance should not be a 

challenge.” In a similar manner, CEO Chala talked about his experience of 

building confidence, saying it “… was very challenging to get the borrower initially 

but now it is improving and promising in terms of loan demand.” CEO Hussein 

also recognised the advantage of creating awareness about the benefits of 

microfinance “to mobilise savings … . The population trusts commercial banks 

more than us. When people come to us to save money, they ask what 

microfinance is. We have to explain everything.” CEO Girmay described “[MFIs] 

do not undertake any activity to promote themselves or attract more resources.” 

The researcher thought that there is growing community awareness and trust. 

To maintain this momentum, MFIs should make more efforts to gain trust and 

influence within their communities and inspire confidence in the use of 

microfinance services; specially to save their money in MFIs.  

The data further suggest that MFIs are making attempts to reach out and 

participate in dialogues with families and communities. CEO Berhane elucidated 

that his MFI engaged with disadvantaged people in rural communities, especially 

female clients: “From the very beginning, we take time to know our customers 

and for them to know us [the MFI]. Take time to build relationships with the 

community first.” CEO Issa recounted the process: “Before giving out credit, the 

organisation forms different groups so that the group serves as a collateral.” He 

added, “more than 82% clients of [the MFI] are women.” Hence, MFIs identify a 

specific segment of the population they aim to serve and this a demographic 

intended to serve.  They take time to engage in dialogues and listen to their 

needs. This is key to understanding clients’ demands for product development 

or diversification. For example, CEO Hussein explained how his MFI prioritises 

understanding the needs of the customers: “We start from our customers and we 

finish with our customers. This means we answer questions like what kind of 

convenient product we should design for them? What kind of loan can be 

adequate for their businesses? How can they repay the loan without any 

burden?” The researcher respected the recognition of the CEOs but was hesitant 

of the capacities of MFIs to engage with the community and understand their real 
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needs. The data suggested that such community engagements are essential for 

MFIs to win the trust of families and communities in microfinance services.  

The data highlighted that some MFIs invest in education to improve the skills and 

abilities of their staff members, but others are sceptical of the adequacy of the 

training. CEO Hussein said, “One of the activities of microfinances that is not 

adequately acknowledged is training.” However, CEO Girmay offered a 

contradictory perspective: “The focus of microfinances is more on loan 

repayment and savings. No work is done to support the client in the areas of 

business development. They do not get any training to make them more 

productive. If you just go to one institution as a client, you will experience the 

same thing. They will tell you the preconditions you need to fulfil and the 

documents you need to produce and once you do that you will get the loan, and 

then they will just tell you when you should start the repayment.”  The researcher 

reflected on the data and felt that there is still a trust deficit between MFIs and 

potential clients or communities MFIs aim to serve. The interpretation is that 

achieving social objectives requires an understanding of, and cooperation with, 

communities. Given the explicit aim to serve selected demographics who lack 

financial security, the researcher strongly felt that MFIs should work to genuinely 

empower the youth and women in order to enhance the community’s trust.  

The research participants’ MFIs appeared to build trust through active customer 

engagement and improved financial conditions, although the data highlighted the 

potential risks of failing to do so. According to CEO Abebe, “Every staff member 

in our organisation is ready to serve the population with honesty and dedication.” 

Nevertheless, CEO Girmay shared his experience of giving incomplete 

information about interest rates to clients: “They [MFIs] might tell you that it is 

18%, and if you go to another one you may get 16%, in both cases without 

informing you whether the rate is a flat rate or a declining one. Your [clients’] 

main concern will also be the rate, and you [clients] do not usually pay attention 

to the other details.” He shared his perspective on why this happens: “… the 

microfinance institutions provide loans to low-income groups and the amount of 

the loans they provide is relatively small. So, the overall institutional follow-up 

and other operational costs will be very high. A commercial bank can give a 100 

million loan to one customer, whereas a microfinance institution will disburse the 

same amount of loan spread across 100,000 customers, which makes its 
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management and follow-up costs very high. If the client gets all these details 

[about the] obligations in advance, they might decline.” CEO Fantu emphasised 

the motive of MFIs, which involves “ … giving an appropriate, comfortable and 

applicable loan size and applicable saving. Therefore, they [the poor] are credit 

worthy at the same time they are savers.” On the other hand, CEO Issa 

expressed his fear of the increasing credit burden and the necessary safeguards 

to “… protect our clients from taking additional credit from other microfinance 

institutions so that they do not get frustrated in order to keep their business alive. 

Due to over indebtedness, some of our clients hate themselves …”  

The interpretation of the researcher is that, despite claims of working with the 

poorest people in the community, there is an emerging concern related to 

financial burdens. The researcher was disgusted to hear the latter as well as the 

poor not receiving full and complete particulars. The interpretation is that MFIs 

are obliged to disclose details about interest rates, service charges and 

registration fees so that the poor can make relative comparisons and informed 

decisions. The researcher is pensive that building trust to provide microfinance 

services is key to unlocking the potential for growth. This is because winning trust 

and credibility can enable MFIs to construct social capital, which is just as 

necessary as financial capital for achieving their missions (Elkington, 1997; 

Mainelli and Mills, 2018). 

5.5 Proof of changes  

The fifth, and final, superordinate theme is on the proof of changes in the 

“bottom line”, which encompasses evidence of the benefits and impacts of 

engendering social values for MFIs along with positive financial returns. It was 

not the intention of the study to look for evidence of such impacts, but the 

questioning led to interesting revelations that might be valuable for assessing the 

organisational agility of the MFIs. The data gathered portrayed mixed views of 

achievements, without much reference to independent and convincing 

evaluation mechanisms, except for annual reports and a social performance 

management (SPR) report by one MFI (discussed below). 

The participants’ observations not only highlighted their optimism about the MFIs’ 

current and future performance but also exposed their worries about the potential 

adverse impacts of MFIs. On the basis of the data, two subordinate themes were 

identified. The first is self-reverence, which refers to how MFIs appraise and 
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judge their own performance to increase optimism about their contribution to 

social change and financial sustainability. The second subordinate theme is self-

doubt, which refers to the worries about their institutional strength and 

approaches to bring about social change by empowering communities, 

especially the youth and women. The data and interpretations of the two 

subordinate themes are presented in the following part.  

Self-reverence  

Most of the participants were quick to express their performance and 

organisational advances based on changes in the number of shareholders or 

financial returns in comparison to other MFIs. CEO Abebe’s described such 

progress as follows: “ …  [we] were about 443 shareholders with a capital of 4.2 

million [Ethiopian Birr], and now its shareholders are double fold, about 800 with 

a capital of 250 million [Ethiopian Birr] .... During the first three years of its 

operation the company was running at a loss, and after 2008, its profitability 

improved, and we were able to find ourselves in a better position than other 

private microfinance institutions.” He regarded his organisation as a pioneer, 

saying, “… [we have] become an example, and that is why other peer institutions 

approach[es] us to share experiences  ... [we are] a pioneer and operated in the 

sector better than other microfinance institution[s].” Similarly, CEO Fantu 

expressed the respectable progress of his MFI: “…last year we subscribed 100 

million additional shares and promoted our institution as viable and profitable. 

This shows the board and management are committed and capable to contribute 

for the growth of the institution.” He added that his MFI is no longer a charitable 

venture, stating that “for the last nine or 10 years we are almost private because 

there is no donors’ investment or equity investment.” Asked about an important 

result of his organisation, CEO Hussein observed, “ … now we have around 

7,000 clients.” The researcher is pleased that the MFIs are making progress, and 

changes are occurring. However, the proof of the optimism is in the processes, 

actions, numbers, and factors contributing to results. The researcher felt 

exasperated when he understood that the CEOs could not support their claims 

or narratives with numbers or data about claims for social value creation. Getting 

monies back from clients may not necessarily be an indication that they 

benefitted from the loans and were moving out of poverty – the ultimate objective 

of the MFIs. 
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The research data show some systematic reporting. CEO Girmay gave an 

example of regular reviews: “We also have loan performance indicators. We will 

compile monthly situations and analyse the reasons for low and high 

performances and present a report to the board.” Almost all the research 

participants were willing and able to share their latest annual reports. Most of 

them were filled with self-congratulatory messages and included information on 

income, operating expenses, deposit growth, disbursed loans, repayments and 

client dropouts. While financial bottom lines are validated by external auditors, 

social values are neither elaborated upon nor backed up by objective and 

independent verification. The only exception to this is the example that CEO 

Berhane proudly shared using the Social Performance Management (SPM) tool: 

“The tool is developed internally and has two parts called “intake” and 

“scorecard”. The data are collected from each clients of the MFI at every loan 

cycle so as to know that there is progress out of poverty.” He added, “the report 

is produced annually. And actions are taken based on that.” The SPM appears 

to be an objective and systematic measure of performance but is not 

independently validated. He added that “… we are making good progress. We 

thought we were behind when we adopted the strategic document. We were 

number three before and now we are up to number two. I think we are making 

good progress … comparing with parallel microfinances like us … . We are close 

to second position.”  The researcher was confused by the fact that the claim of 

success was not substantiated by evidence. Simply, there were no suggestions 

about how to prove that the MFI is attaining financial and social objectives in a 

balanced way. 

The research participants repeatedly compared the combined outreach of MFIs 

to all banks as evidence that they are having economic and social impacts, while 

there are no evidence that the commercial banks do not keep records, which 

appeared to be a signal of self-reverence. CEO Jember made a comparison: “In 

terms of provision of loans, microfinances reached much more people than 

banks, about five million. The number for the banks is only about 250,000. 

Microfinances have [a] mass base. As most people benefit from microfinances, 

they would not desire to harm them.” Another peculiar claim was provided by 

CEO Dadimos: “ … now we reached a level of 22 branches and are increasing 

the works of [the MFI] in Arsi and in the surroundings of Addis. Therefore, we 
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can say that [the MFI] accomplishes its social objective.” As the data exhibited, 

the self-reverence story is told in a variety of ways, but CEO Chala offered one 

experience that portrayed a most virtuous act: “Before I joined these institutions, 

I worked in an insurance company, and I have know-how about the banking 

system. At that time, the bank lending interest rate was 6%. When I joined the 

microfinance institution and after taking the induction, the lending interest rate 

was 24%, and I was shocked. I asked my manager [why] microfinance 

institutions with the objective of servicing the low-income population charge a 

24% interest rate? He laughed and told me that it is possible. The comparison 

[was] with traditional money lenders… These money lenders charge more than 

we do…. which is 120%.” The researcher was startled that the MFIs tend to self-

appraise and are aware of their positive social impact without independent 

verification mechanisms. The interpretation is that this self-reverence tends to 

give aspirational information about progress rather than comprehensive details, 

verified by an independent body. The researcher is comfortable with the 

assertion that MFIs are growing and evolving. However, the rhetoric magnifying 

the progress and impact of the MFIs may need to be toned down to give way for 

prudent examinations with proof of improving bottom lines (i.e., to determine 

whether they are attending to the balance of social impact and financial reward—

not either alone). 

 Self-doubts  

The research data uncovered a pattern of reservations and questions regarding 

what the MFIs have accomplished or are going to accomplish in the future, which 

might be manifestations of their self-doubts about achieving the double bottom 

lines. CEO Abebe, with an uneasy expression, suggested, “The impact and 

contributions of microfinance institutions whether private, government-affiliated, 

or NGO backed, to the development and overall economic growth for their 

financial inclusion from their inception should be studied.” Similarly, CEO Chala 

questioned the impact of MFIs and shared an observation to back up his 

contention: “ … we observe some of the clients borrow from other microfinance 

institutions to repay their debt with us. And some group of the population 

complain that they did not benefit, rather they are affected by the loan taken. 

Really, it should be questioned whether these institutions benefit the population 

or not.” CEO Chala acknowledged the lack of proof of impact and recommended 
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impact studies to uncover “ … whether microfinance institutions really change 

the lives of the poor.” They may “change” but the objective is to “improve” the life 

communities. In an analogous line of argument, CEO Dadimos said, “Also, [with 

regard] the impact microfinance institution has brought so far … Do they really 

support and benefit the population?” To overcome these doubts, CEO Issa 

offered some recommendations: “There are 36 microfinances in the country and 

about eight in the pipeline ready to get licenses. Therefore, the collective impact 

of these microfinances in Ethiopia should be assessed towards poverty 

alleviation.” The interpretation of the researcher is that the self-reverence 

portrayed progress only in terms of increasing financial inclusion by reaching out 

to the unbanked population with loans. The researcher felt uneasy that there are 

doubts among the research participants about the contribution of MFIs to 

addressing widespread poverty and ensuring sustainable social development. 

These self-doubts are rooted in the search for poof of the bottom lines. Given the 

years of experiences, these doubts seem to carry substantial weight. 

Another ironic implication of the research data was achieving social goals in the 

face of concerns about the MFIs’ ability to flex their “financial muscles” through 

increasing the number of real shareholders. CEO Berhane expressed his doubts 

when commenting on the strategy of ownership: “… when microfinance has a 

social objective, who can come and buy the shares as a social investor in our 

country? This is very difficult. People who have money are not used to this. If 

they do not get profit, why would they buy shares? If dividends are to be 

distributed, it takes purely a business objective. We are still resisting this 

approach. If the objective is business, then there would be no need to move to 

rural areas and target women. You can lend the money to one businessman.” In 

a similar tone but different articulation, CEO Fantu asked, “How can microfinance 

institutions in Ethiopia increase their finance capacity? [There is] no viable, 

reliable financing strategy. One of the biggest bottlenecks or constraints is 

finance.” The researcher felt regret for the MFIs in Ethiopia having self-doubt 

regarding their ability to secure the assets necessary to propel their agenda of 

achieving maximum social value without compromising financial results. 
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There were some disjointed data on self-doubts (not shared by most), which 

seemed to be important but were not explored in greater depth for this study. For 

example, CEO Issa shared his perception of ownership practices that were not 

viable and hindered the effective governance of MFIs, such as “nominal 

shareholding, not being provided a share certificate, not being issued dividends.” 

He questioned the lack of incentives to drive change. Meanwhile, CEO Jember 

said, “ … many [MFIs claim to] improve livelihood, poverty reduction, the number 

of people they support. You don’t find anything about…new product innovation.” 

The researcher is relieved that the CEOs acknowledge the fact that there are 

fears, dilemmas and doubts that need to be investigated in greater depth. The 

interpretation is that the self-reverence needs to be verified through independent 

research and reviews. The researcher felt inspired because the self-doubts 

should not be seen as self-infliction but rather as self-introspection. The 

interpretation is that if these doubts are systematically reviewed and 

recommendations are addressed, they can result in nuanced lessons, insights 

and knowledge to improve the policies and practices of the MFIs. One important 

way to provide such systematic study involves data gathering, analysis and 

recommendations. 

5.6 Chapter summary 
This chapter collated and presented the most important findings regarding the 

lived experiences and insights of 10 CEOs of MFIs in Ethiopia operating in a 

diverse and dynamic landscape. An interpretative phenomenological analysis 

(IPA) was used to collect, organise, and interpret the data. The researcher 

examined the transcripts of the interviews, identified five superordinate themes 

and presented several quotes from the research participants to substantiate the 

findings. The write-up included using direct quotes along with interpretations 

related to 13 subordinate themes. 

The researcher made several rounds of revisions and corrections to ensure the 

storylines of the phenomena and the emotional textures of the interviews are 

presented in a coherent way. As per the epistemological assumptions and 

hermeneutic alternatives, the researcher’s interpretations do not involve 

judgments of right or wrong. However, using the available data, the researcher 

made every attempt to make sense of the lived experiences of the CEOs in the 

best ways possible. As a result, the research data helped to identify five 
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important superordinate themes: conundrum of ownership, growing pains, 

backbone for success, unlocking the potential and proof of changes. Before 

discussing all the findings through a theoretical lens, it is important to reiterate 

the five themes.  

First, the research participants reflected on the current legal forms of 

shareholding ownership: real and nominal. The data also showed the 

ramifications of such ownership arrangements on the dedication of the MFIs to 

their missions. The lived experiences of the research participants pointed to the 

fact that the real owners are determined to achieve profitability and can decide 

to share profits. Therefore, they place a condition of financial return on 

investment and share the profits accordingly. In contrast, nominal shareholders 

primarily focus on generating social value while working toward financial 

sustainability. Nominal shareholders do not share profits but reinvest back into 

the microfinance services. The research data indicated that real shareholders 

who are serving on the executive board are rewarded for their time and are highly 

motivated to contribute to their duty of governance. Meanwhile, nominal 

shareholders do not have any financial incentives or other such privileges. 

Accordingly, their level of dedication is minimal or less diligent in making efforts 

to achieve the missions of the MFIs. Some of the research participants are thus 

grappling with the legal frame of nominal ownership. Board governance 

pervades all strategic aspects of the MFIs and can affect organisational agility. 

Addressing the conundrum of nominal ownership could enhance the 

effectiveness to MFIs in achieving their dual missions of creating social value 

and financial sustainability. 

 

Second, the research data shed light on the growing pains that the MFIs in 

Ethiopia are apparently experiencing. The participants revealed that a cash 

crunch was preventing MFIs from providing adequate microfinance services and 

unleashing their growth potential. They did not speak about insolvency nor 

austerity measures but rather about the pain of the constant cash crunch. As the 

data showed, the reality of the liquidity problem is compounded by inflation, 

which hinders clients from making repayments on time. The research 

participants’ critical dilemmas might involve adjusting the interest rate on lending 
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to combat inflation. Most of them seemed to believe that an increase in interest 

rates would exacerbate the economic problems of the communities they serve. 

As a result, the falling real value of money would remain an issue until national 

fiscal policy and macroeconomic stability address the problem. The other 

challenge the research data identified is related to political turbulence. This not 

only creates uncertainties but also drains and constrains MFIs and communities 

in their efforts to be productive. Despite these issues, the data suggested that 

the MFIs are exhibiting remarkable resilience. 

Third, the research participants examined the potential backbone for success 

of the MFIs within the economic and social development ecosystem that 

they operate. The data reflected the value of envisioning social change to get a 

sense of direction and establish a moral basis for setting priorities, galvanising 

support and guiding leadership to make a difference in the lives of poor people. 

The research participants also underscored the significance of strengthening 

enterprising norms and culture. They indicated that attracting and managing the 

right expertise is the most important strategy along with effective management 

of teamwork. The data highlighted the need to acquire, develop and manage the 

workforce of the future in the microfinance sector. The research participants 

seemed to agree that there is a need for more investment in education and skills 

training related to microfinance as a career. The data also highlighted the 

lingering problem of staff turnover in the sector, which has become a negative 

disruptor to enterprising. Equally important was the fact that MFIs are seeking 

technological capabilities to improve their ways of achieving their strategic goals, 

but the development of such infrastructure would require huge investments that 

MFIs, individually, cannot afford. The data also reflected the quest and potential 

for modernity through economies of scale by joining forces to develop 

technological infrastructure and digital software. 

Fourth, the study examined what might unlock the potential of the MFIs in 

Ethiopia. All the research participants recognised enormous opportunities. The 

data showed solid agreement that the unbanked population is an excellent 

market for scaling and expanding microfinance services. The data also 

suggested that the mission of MFIs is well aligned with the national development 

agenda for inclusive growth. The MFIs are also enjoying government policy 

incentives, such as tax exemptions, and changes in society, which are leading 
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to an increasing acceptance of financial services. The data further emphasised 

the value of MFIs joining forces with a range of stakeholders to acquire new 

assets, build their capabilities and increase their outreach. The research 

participants, for example, highlighted the prospect of working with commercial 

banks in the country, foreign investors, donors, universities, and the government. 

Finally, the data indicated that winning the trust of clients and communities is 

fundamental for unlocking the potential of MFIs. Simply put, social capital is as 

important as financial capital for achieving the missions of the MFIs. 

Fifth, the research participants made sense of the evolution of the MFIs over 

time. The data suggested a tendency to exaggerate the impact of the MFIs 

without substantive evidence. The research participants themselves seem to ask 

for proof of achieving the bottom lines, particularly regarding social impact. Self-

reverence needs to be verified through independent research and reviews. The 

data revealed self-doubts regarding whether MFIs worsen poverty through a high 

debt burden or bring positive social change. Self-doubts cannot be self-infliction 

but rather self-introspection. Systematic studies or reviews are needed to make 

sensible conclusions regarding self-reverence and self-doubts and to produce 

nuanced lessons to inform policy and practice. 

The next chapter discusses these research findings through the lens of the 

theoretical framework of organisational agility presented in Chapter II of this 

thesis.  
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CHAPTER VI: DISCUSSIONS   
 

The preceding chapters discussed the socio-economic and political contexts in 

Ethiopia, the theoretical underpinning of this research on organisational agility, 

the rationale for choosing interpretive phenomenological analysis (IPA) and the 

primary findings of the lived experiences and insights of the CEOs of the selected 

MFIs in Ethiopia. This chapter discuss the results reported in chapter V to answer 

the main research question, namely: whether MFIs have developed the 

managerial ‘readiness’ and flexibility required to meet emerging threats and 

seize opportunities in a dynamic context. The analysis of the lived experiences 

presented five superordinate themes and 13 subordinate themes, which are 

summarised as follows: 

Table 10: Five superordinate and 13 subordinate themes 

 

These themes are discussed through the lens of the theoretical framework of 

organisational agility along with interpretations of the research data. To 

strengthen and verify the findings, selected quotations from the interview 

transcripts have been utilised in the discussions.  

6.1 Sensing the dynamic realities  

The first research question of this study concerns the changing and dynamic 

realities in the external environment of the business for MFIs through the lived 

experiences of the research participants. Gale (2012) suggested that managers 

should identify important threats and opportunities and adapt to change quickly 

to achieve the organisational mission. Thus, the first question is as follows: 

considering unpredictable realities or changes, what are the critical threats and 

CONUNDRUM OF 
OWNERSHIP

Real

Nominal

BACKBONE FOR SUCCESS

Envisioning 

Enteprising 

Modernising 

PROOF OF CHANGE 

Self-reverence 

Self-doubts 

GROWING PAINS

Cash Crunch

Real Value of money

Trurbulances 

UNLOCKING THE POTENTIALS

Seizing opporunities

Joining forces 

Winning trust 
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opportunities that MFIs are struggling with? In response to this question, the top 

management of the MFIs explained the emerging phenomena related to the 

economy, politics, society, legislature, and government policy. As presented in 

the results chapter, the changes have both positive and negative effects on the 

microfinance business.  

 

This phenomenological study has discovered two superordinate themes with six 

subordinate themes (three for each superordinate theme), which illustrated 

changing and vibrant realities. The first theme is the growing pains that the MFIs 

must address the issue of how to minimise or circumvent the pains. The second 

involves considerations for unlocking the potentials of MFIs to achieve their 

organisational “bottom lines” i.e., social value creation and financial 

sustainability. The social and economic dimensions of Elkington’s “triple bottom 

line” model for measuring performance on success and sustainability of the 

enterprises or businesses (Elkington, 1997).  

 

The social bottom lines benefit community and economic gains lead to grow and 

prosper. While all MFIs work to achieve the double bottom lines, a few MFIs 

concentrate more on profitmaking rather than the impact they have on 

disadvantaged communities. In the context of Elkington’s (1997) model, ‘social 

value creation’ for the poorest is emphasised often by those MFIs founded by 

NGOs. They engage with and provide services to communities to create a wide 

range of social changes through awareness; attitude and behavioural changes; 

empowerment and socio-economic benefits for communities or society. 

 

As Lynch (2009) argued, threats, opportunities or both have profound 

implications for businesses. Thus, the six subordinate themes are a 

consequence of responding to the threats and opportunities that are present in 

the environment. The three subordinate themes under growing pains are threats 

to the future of the MFIs, which included the prevalent cash crunch, a fall in the 

real value of money and political turbulence. Similarly, the subordinate themes 

of unlocking the potential included seizing opportunities, joining forces, and 

winning the trust of communities, which can be drivers to achieve the dual 

mission and outlook of growth.  Before discussing whether MFIs are capable of 

responding to threats, opportunities or new developments (Punch, 2014; Young, 
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Searing, Brewer and Cassady, 2018), it would be useful to examine the findings 

along with the most pertinent theoretical perspectives presented in the literature 

review of this thesis.  

 

6.1.1 Threats of growing pains  

The superordinate theme on growing pains discussed in the results chapter 

directly contributes to threats to MFIs. The research data exhibited how liquidity 

problems, inflation, and violent conflict are becoming threats to the current 

operations and future growth of the MFIs in Ethiopia. These ‘pains’ can be 

manifestations of what Hesselberg (2019) referred to as volatility, uncertainty, 

complexity, and ambiguity (VUCA) in the external environment. This reaffirms 

the argument by Lynch (2009) that VUCA can be provoked by legislations, and 

social issues such as political dynamics, gender roles and employment levels to 

mention just a few, but inflation and liquidity problems can be the consequences 

and reactions to VUCA.  

Snowden (2007) introduced the Cynefin framework to guide organisations to 

adapt to the reality of VUCA, but it is not without criticism in the literature for 

being too simplistic when causes and effects are unclear or too complex to 

identify because of multiple variables at play. Of particular relevance to the 

discussion here is the Complex Adaptive Systems (CAS) framework, which 

views organisations as living systems, which self-organise, adjust, and solve 

problems in order to fit themselves to ever-changing environments (Firestone 

and McElroy, 2005, p. 191).  The complex adaptive organisational systems are 

characterised by continuous learning and problem solving, self-organising, and 

decision making on phenomena produced by dynamic processes. With 

knowledge management strategies for processing information, creating 

knowledge and learning, MFIs can reduce the threats to their mission and 

operations by increasing innovation, effectiveness, and strategic focus 

(Firestone and McElroy, 2005).   

The research participants indicated that the cash crunch has restricted the MFIs 

not only from achieving scale but also from meeting the existing demand for 

microfinance services. For example, CEO Fantu asserted that “the biggest 

challenge is the liquidity problem” for meeting the demands of the clients. 

Furthermore, CEO Hussein noted that “liquidity is an obstacle to our business” 
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as well as to the effectiveness and performance. Simply put, money is running 

out for expanding loans. Hesselberg (2019) explained that planning and setting 

performance benchmarks become impossible when uncertainty prevails 

because past experiences may no longer help to envisage future outcomes.  

The MFIs are staying afloat to maintain the status quo in loan provision (number 

of clients and geographic coverage) with no reported cases of insolvency. 

However, almost all the research participants believed that the uncertainty of 

cash shortage has prevented MFIs from increasing outreach. The data showed 

that the severity of the problem is caused by a poor inflow of funds i.e., a lack of 

deposits/savings in adequate volumes, weak equity capital and fragile 

repayments.  

According to the research data, the other growing pains include the phenomenon 

of the fall in the real value of money, which has become harmful to financial 

transactions and the wellbeing of MFIs. For example, CEO Issa explained that it 

was “a fall in the purchasing power of money” while CEO Berhane emphasised 

the magnitude of the situation: “the impact of inflation is huge.” The participants’ 

accounts indicated that inflation has triggered a rise in prices and increased 

household expenses and has hampered the repayment of loans. These also 

resulted in bad credit histories for the borrowers and insufficient income to the 

MFIs. The issues, of cash shortage and inflation, interact to worsen the situation. 

So, a complexity might arise because of a fall in the real value of money (inflation) 

contributing to a cash crunch as well as economic hardships, which in turn 

worsens poverty. Hesselberg (2019) contended that complex factors are hard to 

identify as they have multiple and interwoven occurrences. For example, 

economic hardships that lead to increased poverty can be the consequences of 

social power relationships, climate change or illnesses. “In a complex context, 

however, right answers can’t be ferreted out…. This is the realm of the “unknown 

unknowns,” and is the domain to which much of contemporary business has 

shifted (Snowden and Boone, 2007, p. 5). For example, MFIs have little leverage 

and capability to address inflation given the dynamics within the broader 

macroeconomic settings. Therefore, a deep understanding of context, the ability 

to embrace complexity and a willingness to flexibly change approaches will be 

required for MFIs to make things happen in the time of VUCA (Snowden and 

Boone, 2007; Hesselberg, 2019).  
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The final “pain” is turbulence in the operational environment, which is often 

induced by political crises and violence and contributes to VUCA (Hesselberg, 

2019). According to the study’s findings, instances of turbulence undermined the 

productivity of both the borrowers and MFIs because of extraordinarily high 

operational costs as a result of slowdown and the closure of operations. The 

research data conveyed the manifestations or causes of the turbulence in a 

variety of ways. CEO Jember pointed out that “damage was inflicted on some 

microfinances,” while CEO Dadimos added to this by stressing that “clients 

hesitate to repay their loan.” The research data showed that political unrest 

created weak market conditions and poor business environments and as a result 

the staff of MFIs could not access customers to disburse loans or collect credit 

repayments. 

The MFI recognise these instances of turbulence frequently but could neither 

predict the incidents nor speculate on their magnitude because of the 

complicated situations (Snowden and Boone, 2007). The lived experiences 

showed that the CEOs were often confronted by the unpredictability of future 

occurrences and the negative impacts thereof. Since the turbulence is not 

characterised by a clear cause–effect relationship, MFIs ought to weigh the pros 

and cons using expert knowledge and experiences (Snowden and Boone, 2007) 

before they address threats.  

Overall, the research data showed that MFIs operate in volatile, complex and 

continuously changing environments that generate pains or threats at increasing 

rates (Hesselberg, 2019). However, the data also revealed a good number of 

factors that can contribute to VUCA (Snowden, 2007; Hesselberg, 2019). MFIs 

are expected to embrace the reality of growing pains and adopt management 

approaches that give them the capability to operate and achieve results amid 

uncertainty, complexity, ambiguity, and constant change in Ethiopia (Hesselberg, 

2019). This implies that the MFIs ought to collect real-time data, analyse 

assumptions (Snowden & Boone, 2007) and shift operating approaches to 

achieve their social mission with a better financial outcome (Elkington, 1997). 

Doing so would require organisational agility. Before discussing the agility of the 

MFIs, it would be useful to also discuss the theme of “unlocking the potentials.” 
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6.1.2 The opportunity of unlocking potentials  

The study found the superordinate theme of unlocking the potentials, which 

captured the lived experiences of the CEOs related to possible golden 

opportunities for the MFIs. The data presented three important subordinate 

themes: seizing opportunities, joining forces, and winning trust. Kidd (1995) 

asserted that agile organisations will achieve their goals by developing their 

capabilities to capitalise on and take advantage of new opportunities quickly. In 

the context of MFIs, this may mean creating a new range of products and 

services for the unbanked populations or innovative ways to create both social 

value and shareholder value (Elkington, 1997; Holbeche, 2015). The research 

data also illustrated the value of unlocking the potential to achieve the explicit 

mission of MFIs. 

 

The research participants indicated that the biggest prospect for MFIs is the 

demand for microfinance services in both urban and rural areas. The research 

participants consistently expressed their thoughts about the untapped financial 

market and the immense demand for loans. The data showed, which was 

emphasised by CEO Endale, that 80% of the 114 million total population of 

Ethiopia are unbanked; thus, only half a million have access to loans through 

microfinance services and half of those are through commercial banks. CEO 

Fantu summarised this point: “there is a huge unmet demand”; which can be a 

great opportunity to unlock the potential for an increase in savings/deposits as 

well as an expansion of credit services. Moreira (2017) and Sambamurthy et al. 

(2003) argued the need for customer value-driven strategies and responsiveness 

though quick detection and seizing opportunities, which can accelerate progress 

to achieve organisational goals. It is also supported by Craig Le (2013), who 

underscored the need for organisational readiness to drive innovation that can 

attract more deposits or equity capital and product designs for financial inclusions 

and distribution channels, to name just a few areas. If not, the MFIs may waste 

these opportunities to build positions of financial strength and sustainability. 

 

The other subordinate theme to unlock the potential of the MFIs is joining forces. 

The data showed the ongoing efforts taking place to leverage the existing 

partnerships with other stakeholders to galvanise the efforts of the MFIs. For 

example, CEO Girmay revealed that according to government policy, all MFIs 
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“are exempted from profit tax.” CEO Abebe mentioned a partnership with the 

World Bank, Italian Cooperation and European Investment Bank. CEO Jember 

referred to enrolling at a “university which provides training [microfinance],” while 

CEO Berhane cited partnerships with companies such as Heineken brewery to 

reach out to women groups and farmers. The research participants emphasised 

the significance of establishing solidarity, effective stakeholder management and 

leveraging partnerships with bilateral and multilateral donors, the government, 

commercial banks, joint ventures, and other development partners. These 

networks and forces can be a big opportunity to mobilise resources as well as 

increase outreach to the unbanked population. According to Snowden’s Cynefin 

framework, joining forces and leveraging policy support can be “obvious known 

knowns” (Snowden and Boone, 2007, p. 2), which according to him, would need 

sensing, categorising and responding through best practices.  

 

Thus, MFIs may cultivate relationships and join forces with multi-stakeholders to 

develop infrastructure and integrated financial schemes that are adapted to 

specific market needs across the country. With ambitions goals and through 

leveraging the support, the MFIs can unlock their potential for growth because 

individual efforts in the past did not yield the required level of investment. Given 

the social impact and sustainability, donors can be attracted to microfinance 

services for the poorest. For example, as Lavers (2019) explained, the PSNP 

enjoys strong government support along with international donor agencies such 

as USAID, the EU, and DFID to increase household incomes through 

productivity, which implies financial inclusion at the micro level can be the best 

policy offer for joining forces.   

 

The final subordinate theme as a key to unlock potential is winning trust. From 

the interview data the opportunities to build the confidence and credibility of the 

microfinance services as a key strategy to attract a crucial new source of savings 

or deposits was clearly present. For example, CEO Chala pointed out that the 

confidence of the communities to make savings at MFIs is “improving and 

promising,” but yet an insufficient number have made deposits in this regard. 

CEO Hussein advised the need for establishing trust “to mobilise savings”, while 

CEO Girmay suggested investment “to promote” trust between communities and 

MFIs in microfinance services and to “attract more resources.” The most 
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repeated perspective among the research participants was their greater level of 

trust in commercial banks for depositing their money than in MFIs. As a result, 

all the research participants emphasised the need to reach out to 

communities/potential clients and to build trusting business relationships through 

promotional and educational campaigns. This strategy is comparable to an idea 

by Moreira (2017), who argued for a focus on quickly adapting to the needs of 

customers, which requires that employees be trusted and empowered to self-

organise and allocate resources to the ideas of the highest value. Hesselberg 

(2019) also suggested that businesses should engage and solicit detailed 

feedback from their customers to improve their strategies and make informed 

decisions that are focused on customer values. In this regard, educating 

everyone in the community about microfinance and strengthening the power of 

the communities through participatory business development to improve their 

economic wellbeing can introduce a new level of trust between potential clients 

(borrowers/depositors) and MFIs. This should be accompanied by aspects of 

linking, bridging and bonding (Coleman, 1988; Woolcock, 2001) with the 

communities.  The research participants appeared to agree on winning trust by 

using active customer engagement and proven services to improve the financial 

conditions of clients; otherwise, there would be a potential risk of trust eroding. 

The MFIs should invest more to continue winning trust to unlock their potential. 

 

Overall, the socio-economic and political dynamics in Ethiopia are complex, as 

previously argued, and require constant sensing – both unbiased and unfiltered 

– of the external environment to identify the opportunities and threats 

(Hesselberg, 2019; Lynch, 2009; Worley, Williams, and Lawler, 2014). 

Organisational agility can enable them to respond to the growing pains, which 

appear to be threats, and unlock potentials that are golden opportunities. At the 

same time, MFIs need to have organisational agility (with attributes of flexibility, 

adaptability and speed) to exploit opportunities and address threats (Christopher, 

2000; Goldman, Nagel, and Preiss,1995; Kidd, 1994; Moreira, 2017). 

Maintenance of the mission of the MFIs requires clearly defined strategy towards 

achieving social values with a financial return, which in turn contributes to the 

eradication of pervasive poverty. The important questions to ask are as follows: 

do the CEOs and their executive boards task themselves to make the necessary 
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changes to unlock MFIs’ potentials and navigate away from growing pains? 

These are best achieved by an organisation that is agile. 

 

6.2 Organisational agility of MFIs in Ethiopia  
In order to answer the research question regarding whether MFIs have the 

organisational readiness and flexibility to respond to threats and seize 

opportunities in a continuously changing and dynamic context, the study 

explores the organisational capability of MFIs. Of particular interest is their ability 

to plan and execute strategic choices and operations to achieve their dual 

mission of generating social value or shareholder value (where applicable) and 

financial sustainability. Kidd (1994), Goldman, Nagel, and Preiss (1995), and 

Christopher (2000) argue that the failure to acquire agile capability may result in 

the loss of business continuity, stability, adaptability and readiness at a time 

when changing external situations often present themselves either as threats or 

opportunities. The top management of the MFIs who have embraced the agile 

principles (McKinsey, 2018) are, therefore, likely to achieve a positive double 

bottom line i.e., both their social and commercial objectives. 

This phenomenological study presents the superordinate theme of the backbone 

for success, which discusses the capability of MFIs to achieve the double bottom 

line (Elkington, 1997). The research data brought out three subordinate themes 

that are relevant to organisational capability, namely envisioning, enterprising 

and modernising as well as the conundrum of ownership, which were discussed 

in the preceding chapter. The theme of the conundrum of ownership is important 

for the discussion here given the value of governance for the improved capability 

of the MFIs.  

To answer the main research question, this section examines the three elements 

of the backbone of success using selected perspectives from the literature 

chapter of this thesis, particularly McKinsey’s (2018) ‘five dimensions of agile 

organisations’, which include: strategy, structure, process, people and 

technology (plus governance and customers). The discussions interweave 

conversations on opportunities and threats and what did and did not work well 

for MFIs. Three agile principles will serve as the lens i.e., flexibility, speed and 

adaptability (Kidd, 1994; Goldman, Nagel, and Preiss,1995; Christopher, 2000), 



131 

 

through which to make the case for or against the capability of MFIs to respond 

to threats and opportunities.  

 

6.2.1 Envisioning  

The data indicated that envisioning is the backbone for the success of MFIs 

because clarity of direction would be fundamental for consolidating and 

enhancing efforts and acting towards the vision of creating social value along 

with financial sustainability (dual mission). As Mckinsey (2018) articulated, a 

shared vision involves the sensing and seizing of opportunities or reducing pains 

through risk mitigation, flexible resource allocation and actionable strategic 

decisions. Both the research data and the literature (McKinsey, 2018; 

Hesselberg, 2019) correspond to the statement that envisioning keeps the MFIs 

from losing sight of their dual mission and guides them to focus on the people 

they serve, diagnose problems, reach out to like-minded partners and navigate 

through the VUCA situation. 

The data and discussions on the theme of unlocking potentials and growing pains 

clearly demonstrated the significance of the top management and the 

shareholders. Importantly, the board governance guides all the strategic aspects 

of the MFIs from envisioning to the strategic steering and execution of plans. The 

top management, such as the CEOs interviewed for this study, can use their 

experiences, nuanced information and insights to offer strategic insights and 

oversights (Lynch, 2009). This study’s findings were reinforced by Hesselberg 

(2019), who accentuated that envisioning across the whole organisation might 

be demonstrated when the leadership pronounces a clear sense of purpose and 

the staff is eager to fulfil the vision and experience a sense of pride in their 

respective roles.  

In this regard, the lived experiences of the CEOs showed that almost all the MFIs 

have explicitly stated yet varying visions. The data revealed that those MFIs that 

were owned by real shareholders envisioned profitability and created improved 

shareholder value. For example, CEO Abebe noted that such MFIs were able to 

“be profitable and be able to be competitive in the market” while CEO Endale 

characterised MFIs “like any other commercial bank.” The study found that 

privately-owned MFIs focus on a specific segment of the population, i.e., “the 

missing middle” as a strategy to ensure return on investments. Thus, the poorest 
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and richest are not their primary clients. In contrast, the research data indicated 

that the MFIs with “nominal” ownership envisage targeting the poorest of the poor 

(especially women and youth) and creating social value along with financial 

sustainability. The nominee shareholders are technically treated as social 

investors who do not receive dividends. For example, CEO Issa expressed the 

vision to “eradicate poverty” and CEO Berhane set out the vision of realising both 

“social impact” and sustainability. The data confirmed Hesselberg’s (2019) point 

that nominee shareholders envision to be agents of change who do good in 

society. This is essential to plan scaling up, improve performance and expand. 

The study’s findings illustrated that the MFIs are, somehow, clear on their social 

mission with regard financial return on investment although they differ in their 

use of the return on investment (profit) and the segment of the population they 

aim to reach out to. They also differ in the strategies they deploy to address the 

rising realities – negative or positive. For example, to address cash crunch, those 

with the vision of generating social value while sustaining themselves financially 

by reaching out to the poorest sections and redeploying the financial returns for 

social purposes, could attract donor agencies, companies with corporate social 

responsibility and the government. Those that target the ‘missing middle’ and 

share the profits among the real shareholders may attract joint ventures and real 

for-profit social investors. By and large, they are not aiming to equally strike a 

balance between profitability and social change. Thus, return on investment and 

financial rewards appear to inspire the real owners more than social impact. 

Both the research data and the literature (McKinsey, 2018; Hesselberg, 2019) 

agree that the vision and leadership have to focus on customer value by ensuring 

that the people working in the MFIs know the purpose of their businesses, but 

the data showed that the segments of the population they target differ. According 

to the research data, the executive board, top management and employees are 

all committed to being part of and contributing to the ultimate call of reducing 

poverty, empowering women and creating social value. CEO Fantu, for example, 

expressed how meaningful his work is: “I am very much inspired with 

microfinance services because the sector has helped and improved the lives of 

many poor populations of the country.” This appears to be the typical narrative 

that illustrates the staff’s connection to the vision and purpose of their respective 

MFI. However, the level of dedication and motivation among the boards differ 
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because of the legal forms of ownership. Nominal ownership does not have 

incentives/rewards, and the level of commitment is low. And yet, they are proud 

of the vision of creating social value and sustainability.  

The data showed that the main motivation for the vigorous engagement of the 

real shareholders on the board is that they are compensated for their time and 

personal motives, which mitigates the risks that undermine profit. To strengthen 

this point, CEO Hussein noted that the board members who run “the corporate 

governance” are carefully identified and chosen. CEO Jember explained how the 

board “analyses situations properly and takes appropriate decisions.” In other 

words, the MFIs with real ownership bestow and sustain strategic oversights and 

insights, which are valuable for organisational agility. In contrast, nominal 

shareholders have deficits of genuine engagement and commitment to execute 

strategic duty and accountability. CEO Dadimos questioned the adequacy of the 

board members’ “knowledge” to govern while CEO Issa appreciated their 

“education and experiences” level but doubted whether they provide MFIs with 

value-added engagement. CEO Fanta thought nominal shareholding was “not a 

sustainable model” of governance because of its impediment to envisioning and 

executing the strategic intention to accomplish the publicly declared social 

mission.  

 

Without a vision, it is almost impossible to set priorities, allocate resources, 

motivate staff and decide on the organisational capabilities required for the MFI 

as well as for various components. The critical question is whether the 

organisation-wide strategy of agility is sufficient to achieve the vision. While the 

next section elaborates more on operationalising agile capability (Mundra, 2018), 

two agility routines are required to answer the question posed by Worley, 

Williams and Lawler (2014) i.e., agile moves and quick responses or executions 

of changing realities? Unfortunately, the data had no applicable evidence to show 

that envisioning and strategies have “embraced adaptive and coherent models” 

(Worley, Williams, and Lawler, 2014; McKinsey, 2018) to seize and manage 

emergent opportunities or overcome the painful points that arise from VUCA 

situations (Hesselberg, 2019). 
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Overall, the literature and the study findings have underscored that the value of 

envisioning can provide the parameters and context for important decision 

making, such as sensing and seizing ample opportunities of unmet customer 

needs for microfinance services or joining forces or winning trust. The 

microfinance programmes are mainly locally owned without foreign influence as 

compared to the PSNP (that shifts food aid to cash) which entails unstable 

foreign funding and policy pressure (Lavers, 2019). MFIs may need to envision 

their programme as alternative to PSNP in negotiations with the government for 

policy support to accelerate the expansion of services to the poorest segments 

of the population. Besides, it can help to develop a set of diagnostic approaches 

to understand the real impact of cash crunch, a fall in the real value of money 

and instances of turbulence and initiate the development of adaptive responses. 

However, it needs to be questioned whether the MFIs have such an enterprising 

capacity. 

6.2.2 Enterprising 

The research participants’ accounts proved that enterprising norms and 

capabilities are the backbones for the success of MFIs. Enterprising can be the 

source of strength to enact the visions of the MFIs through talent, innovation, and 

collaborative culture. The combination of three of Mckinsey’s (2018) five 

dimensions of agility, namely, people, structure and processes, captures the 

theme of enterprising. For the sake of synthesis and discussion, each one of 

them is discussed through the lens of what Mundra (2018) referred to as the 

characteristics of agility i.e., speed, flexibility, and adaptability. 

People for enterprising: The research data offered rich insights on the idea that 

people are the most important assets for MFIs, and showed that employees, 

managers and shareholders tend to see themselves as agents of social change 

as not all of them necessarily work purely for a salary or incentives like in the 

case of nominal shareholders. For example, CEO Fantu recognised the passion 

to serve: “[we] are so committed to poverty alleviation”; he also added his own 

feelings on the subject: “I am very much inspired with microfinance services… 

improved the lives of many poor populations of the country.” This resonated well 

with what Kulak and Li (2017) argued about how people who are driven by 

“motive” are relational. Given the people dimension of organisational agility has 

considerable importance, Mckinsey (2018) suggested the practice of shared 
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envisioning as a driving factor for enterprising. The lived experiences and 

insights of the research participants revealed the two challenges of talent 

management: hiring talent and staff turnover, which dented enterprising in the 

microfinance sector.  

The first challenge is an inadequate level of talent to kindle the enterprising 

culture. For example, CEO Endale admitted to a lack of “management capacity” 

to strive towards growth, while CEO Girmay was of the perspective that there 

was a “lack of knowledge and skill diversification” and CEO Fantu believed that 

a lack of talent was an obstacle to enterprising as was a “shortage of qualified 

personnel in the sector.” The participants of the research referred to a lack of 

training facilities or schools for the microfinance profession, which may require 

combining the skills that are normally found in various disciplines, such as 

accounting, economics, social development and social marketing. As the data 

indicated, the inadequate level of staffing, excessive workload and a lack of 

talented people are hindering the enterprising culture. The literature (Worley, 

Williams, and Lawler, 2014; Denning, 2018) argued that talented people who 

have unique skills, knowledge and abilities are essential for agile organisations. 

Likewise, Mundra (2018) asserted that people are the most important enablers 

of organisational agility, but this study shows that MFIs are struggling to hire an 

adequate number of well-trained people to achieve their desired results.  

Second, the research data also uncovered a pattern of high staff turnover, which 

weakened the enterprising culture. CEO Hussein gave the example of “the 

resignation of qualified [people] …for better opportunities.” CEO Issa spoke 

about those who left “because of low pay and joined an organisation for better 

payment.” CEO Chala admitted that a high number of staff members leave to join 

commercial banks. The study found out that the high staff turnover was induced 

by a poor reward system, which caused detrimental disruptions to productivity 

and finances and seemed to destabilise the enterprising culture. Hesselberg 

(2019) stated that hiring new talent required acceptable levels of compensation 

and a rewards and recognition system along with work arrangements and career 

paths. Nevertheless, the MFIs appear to be at an impasse while attempting to 

compete with commercial banks that offer better packages. Having said this, the 

research participants shared their perspectives that, despite their frustrations, 
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they were determined to attract talents for innovation, digital banking, 

management information systems and so forth. 

Overall, the lack of skilled people, combined with staff turnover, will continue to 

restrict the ability of MFIs to respond or adapt to changes with creativity, speed, 

flexibility and teamwork (Mundra, 2018). A lack of motivated and well-performing 

talented individuals will also exacerbate the ability of MFIs to improve upon their 

business efficiency and achieve their mission better. 

Processes for enterprising: The lived experiences of the CEOs emphasised 

the static management approach of human resources, finance, audits and 

compliance without a regular review of processes to respond to changing 

circumstances. The processes of decision making appeared to be very averse 

to risk, and flexibility was not a norm. For example, CEO Girmay gave excuses 

for not being flexible in certain situations, such as when obeying “government 

rules” or ensuring “the integrity and continuity of the organisation.” CEO Chala 

outlined efforts to empower and delegate decision making with the parameters 

of “strategy, policy and procedures” to control and mitigate risks. However, CEO 

Abebe expressed his worry over outdated rules in operating manuals that 

centralised decision making and disempowered staff and explained the efforts to 

decentralise the decision-making process. The data clearly illustrated the need 

to change the processes in a way that empowers the staff to innovate and make 

decisions.  

Mundra (2018) believed that rapid decision making and learning cycles were 

essential for unlocking organisational agility and focusing on joint attempts aimed 

at meeting the organisation’s targets and ambitions. Furthermore, Hesselberg 

(2019) and Kulak and Li (2017) elaborated that agile decision making should 

have an end-to-end perspective with the customers in mind (in this case, 

microfinance clients) and allow the self-organisation of staff toward a common 

purpose. They emphasised the value of empowering people to make and meet 

commitments by choosing approaches that get results. However, despite the 

literature, the research data showed that the employees of microfinances are far 

from being empowered enough to have control over their work and to be 

sufficiently trusted to improve the processes to explore and expand upon the 

achievement of goals. Simply put, agile practices are not allowed in the 
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processes but are rigid, management-dependent, or hands-on practices. This is 

a notable example of an entrenched, command-and-control style of management 

within MFIs in Ethiopia. 

Structure for enterprising: The lived experiences of the CEOs put an emphasis 

on teamwork, especially for the management team. For example, CEO Berhane 

shared insights on his team, which has multidisciplinary skills such as “risk, audit 

and finance” and work together to “develop a system, design a product and 

manage partnerships.” CEO Fantu talked about their unity of purpose towards 

“poverty alleviation” while CEO Girmay cited the example of his team’s freedom 

to share ideas by holding “strong debates focusing on the subject” to create 

awareness before making decisions. Hesselberg (2019) was of the view that 

empowered teams inspired all its members to leverage the power of multiple 

brains rather than being dependent on the knowledge of a senior manager. The 

data suggested that MFIs make use of collective knowledge and experiences. 

However, there is no evidence in the data that there is a team culture that 

embraces change in the face of VUCA (Hesselberg, 2019). Likewise, there no 

indication in the data that such a structure enables, as Mundra (2018) advised, 

innovativeness, responsiveness, adaptability, resilience, and adaptability. 

The study’s findings under the theme conundrum of ownership noted that the 

structure of executive boards with nominal shareholders suffered from genuine 

engagements. The data showed that nominees lacked expertise, enthusiasm or 

both in the committee or team discussions. On the other hand, the executive 

boards with real shareholders are more committed and engaged than the 

nominal shareholders. For example, CEO Abebe appreciated the expertise of 

the board members with real shareholders for “their capability to run microfinance 

institutions” while CEO Hussein valued their knowledge of “corporate 

governance.” The data showed that MFIs with real ownership seem to sustain 

themselves through manging strategic oversights as well as strategic insights, 

which can be valuable attributes for organisational agility. They are accessible 

and diligent and contribute to various sub-committees (teams) that deal with 

specific issues, such as the credit committee, the audit and risk management 

committee and others.  
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Kulak and Li (2017) valued the significance of accessibility, the provision of 

strategic leadership and collaboration among the most important components of 

MFIs, such as human resources, finance, and customer relationships, to achieve 

the social mission. However, the data failed to provide an indication of whether 

the governing forces and leaders are learning, adapting, and responding quickly. 

The lived experiences of the CEOs did not offer insights on some points that 

various researchers (Butler, 2019; Kulak and Li, 2017; Pink, 2011) advocated, 

such as finding solutions to growing pains, being innovative to provide quality 

products and services with speed and unlocking the potential of MFIs to achieve 

their dual mission. Both the research data and the literature agree on the 

importance of and need for strategic leadership, a willingness to contribute team 

settings and a commitment to shared envisioning. As emphasised by Hesselberg 

(2019) and McKinsey (2018), MFIs should emerge out of hierarchy-based, 

decision-making structures and move towards a network of empowered teams 

and embrace organisational agility. 

 

6.2.3 Modernising 

The research participants extensively stressed on the significance of increasing 

their technological capabilities not only to improve efficiency and performance 

but also to expand the outreach through the digitalisation of microfinance 

services. The data indicated that the major obstacles of paper-based, archaic 

transactions and management practices are delays, incompetence and failures. 

For example, CEO Dadimos admitted that manual operations, without an 

effective management information system, is a “major bottleneck.” CEO Fantu 

expressed the frustration of using rudimentary technology, such as Excel, 

Peachtree, and QuickBooks. CEO Abebe warned that “unless microfinance 

institutions adopt new technology, …they cannot grow as expected, and it will be 

difficult.” The insights and experiences of the CEOs clearly suggest a clear 

appreciation and priority for the modernisation of microfinance services. The 

views in the literature, for example, that of McKinsey (2018), emphasise that the 

technological dimension of organisational agility is a critical enabler of the agile 

initiative, and Mundra (2018) argued further to say that technology has moved 

from being a business “enabler” to a principal component of the organisation-

wide strategy. Both the literature and the data underscore the fact that the 



139 

 

technological architecture, systems and tools are fundamental for accelerating 

changes and facilitating efficiency to improve operations and services. 

The findings of the study in the preceding chapter showed ongoing initiatives 

towards modernisation. The data showed that some MFIs are implementing a 

core banking system, some are using affordable software and others are 

embarking on digital transformation. For example, CEO Endale hinted at their 

intention “to move to a digital finance company…so that clients can request and 

access loans online, moving to an agent and mobile banking system.” These 

initiatives illustrated the MFIs’ ambition to upgrade their technical competences 

and adapt to innovative approaches. There are important models of progress in 

the subregion. For example, Rhyne (2019) explained that countries in East 

Africa, such as Kenya, have introduced M-Pesa payments and M-Shwari credit 

and transformed the country’s microfinance services. In contrast, Ethiopia is late 

in introducing management information systems and core banking systems 

widely (Kifle, 2018) to improve its operational productivity and financial services 

to its customers. 

The lived experiences and insights of the CEOs revealed that MFIs aim to 

acquire appropriate technology because a digital transformation is restricted 

because of a lack of sufficient resources and capital for building infrastructure. 

For example, CEO Hussein said, “it is very expensive”, CEO Abebe narrated the 

difficulty of deploying a core banking system “due to limited financial capacity”, 

and CEO Jember declared that the “cost is beyond our capacity.” Almost all the 

participants agreed that acquiring technological infrastructure and software 

would require substantive capital and talents that the MFIs do not have. 

However, the data indicated some collective efforts, such as through the 

Ethiopian Microfinance Institutions Association (EMIA), which is facilitating the 

creation of a national capacity for Internet and digital banking. Another initiative 

is through a partnership with the key stakeholders committed to financial 

inclusion and social development. For example, CEO Fantu flagged a joint 

initiative between the International Food and Agricultural Development (IFAD) 

and 15 strong microfinance institutions to adopt a joint and shared core banking 

solution. The economies of scale and joint forces offer promise for the ecosystem 

of microfinance in Ethiopia to innovate in order to achieve their strategic goals.  
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However, as Kulak and Li (2017) and Hesselberg (2019) cautioned, identifying 

the best technologies for MFIs in Ethiopia will remain an important challenge 

given the diversity of choices and capabilities, such as artificial intelligence, 

blockchain and machine learning. Mudra (2018) suggested the choice ought to 

be the latest and most suitable technologies along with the most adaptable to 

the changing needs of microfinance services. Both the research data and 

literature strongly agree that digital and technological capabilities will enable 

innovation in the microfinance sector as well as collaboration and learning that 

contribute to organisational agility. For example, such agility helps to reach out 

to a larger scale and serve more customers, especially those living in poverty. 

Overall, the MFIs in Ethiopia currently do not have the digital and technological 

capabilities that would enable them to create and enhance their organisational 

agility. This implies that they are unable to respond and meet their clients’ 

expectations with speed and flexibility.  

Chapter VII offers important recommendations for management policy and 

practice as well as areas for future research.  
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CHAPTER VII: CONCLUSIONS  
 

The final chapter provides the conclusions on the main findings of this 

phenomenological study and offers important recommendations for 

management policy and practice. The latter is most pertinent for practitioners 

interested in and the practice of social enterprises’ organisational agility, 

especially in relation to MFIs operating in a turbulent context. In addition, a 

discussion on the study’s limitations and areas for suggested future research are 

also presented. 

7.1 Conclusion 

The study finds that none of the MFIs in Ethiopia has an agile organisational 

capability that would enable them to make strategic choices and execute 

operational processes during environments of multiple changing complexities. 

According to the lived experiences and insights of the CEOs participating in this 

study, the MFIs in Ethiopia do not have the required strategy, structure, people, 

processes and technology that are sufficiently fast-moving, flexible and 

adaptable. Thus, the pure absence of organisational agility constrains their ability 

to overcome threats and seize opportunities as they emerge.  

This research finds that despite their vision to achieve an ambitious mandate of 

a dual mission, MFIs suffer growing pains: a liquidity crunch, fall in the real value 

of money and instances of turbulence caused by political unrest. Although these 

are critical threats and challenges, the study has not found any strategic or 

proposed practical measures to overcome them. Altogether, the MFIs in Ethiopia 

do not have the mindset or mechanisms to regularly assess their capabilities and 

respond to or look for opportunities amid adversities. Likewise, they are unable 

to rapidly reconfigure their organisations to seize these opportunities, such as a 

high demand for loans and an ample market.  

The findings and analysis, using the IPA, have identified several impediments 

that restrict the MFIs’ readiness, flexibility and adaptability to drive changes 

towards achieving their dual mission (Elkington, 1997). For example, nominal 

shareholders, outdated decision-making processes and high staff turnover are 

key impediments to entrepreneurial activity and organisational agility. The 

findings and analysis demonstrate that the current feeble capabilities of the MFIs 
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are compounded by their inability to afford and acquire digital and technological 

infrastructure. In addition, they do not have the skill sets or suitable training 

arrangements to fully utilise technology at their disposal. 

The CEOs’ lived experiences and insights indicate that the MFIs are conscious 

of the value of technological infrastructure and its capabilities. They recognise 

the need for innovative processes to achieve results for both themselves and 

their clients. However, it is observed that the MFIs are beset with traditional 

management strategies, i.e., a static strategic direction and a ‘siloed’, structural 

hierarchy, which are rigid and slow-moving (Aghina, De Smet, Murarkai and 

Collins, 2015). MFIs are far from developing the organisational agility that could 

make them, as McKinsey (2018) suggests, well prepared and able to respond 

quickly and innovatively to rapidly changing realities and VUCA environments 

(Mundra, 2018; Hesselberg, 2019). Thus, the conclusion is that organisational 

agility is almost absent. 

The IPA is used to recognise and value the lived experiences of the selected 

CEOs by providing opportunities and safe spaces for them to explore and 

express their ideas on a range of topics. The study uses the tacit knowledge of 

the CEOs who spoke without any reference to reports or pre-arranged material. 

The wealth of their experience and knowledge has been captured, analysed and 

presented in this thesis. In this regard, the research findings are unique, 

significant and relevant because of their potential contribution to deepening 

theoretical understanding and improving the practices and application of 

organisational agility.  

The synthesis and discussion on managers’ lived experiences, intuitions and 

emotions are the basis for making a case for how agile organisational capabilities 

are important for Ethiopian MFIs. They not only help to negotiate sporadic 

challenging spells but also prepare them to navigate through continuous 

changes as part of the ‘new normal’. These capabilities contribute to achieving 

their double bottom line objectives of increasing social and financial value.  

This doctoral research considers the paucity of published literature on the 

organisational agility of MFIs, fills this void and provides original debates and 

guidance on the capabilities of MFIs. The findings can also be useful for a better 

understanding of management policy and practice of MFIs in the context of other 
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developing countries. By following the main recommendations, the leaders and 

managers of MFIs in Ethiopia will gain a better understanding of how to achieve 

their mission by building their organisational capabilities. Building these 

capabilities further enables them to navigate through turbulent times to address 

challenges and seize opportunities. The recommendations are formulated to 

enhance government policies and the practical implementation of efforts to 

improve MFIs’ organisational agility.  

7.2 Main recommendations for policy and practice  
The study’s findings and the analysis of the lived experiences of 10 CEOs of 

MFIs in Ethiopia, along with relevant discussions identified in the literature, have 

led to five main recommendations on management policies and practices to 

develop MFIs’ organisational agility, which promotes the financial inclusion of 

those living in poverty. One recommendation is intended for the Ethiopian 

government and involves a policy change. The remaining four refer to the MFIs.  

Overall, these recommendations for policy and practice will help MFIs improve 

their organisational agility, so the changes create a positive ‘ripple’ that can 

benefit the communities they aim to serve. The key recommendations are 

summarised as follows. 

Recommendation one: Invest in talent to foster an enterprising culture  

Building an enterprising culture requires the capability to acquire, train and retain 

competent staff. MFIs can be fast, flexible and adaptive only if they can 

strengthen the personnel dimension of organisational agility. Talent 

management is the backbone of success, specifically for strengthening 

enterprising norms and culture, which include governance, people, structure, 

processes and technology.  

The findings, analyses and subsequent discussions with participants in this study 

have identified impediments to Ethiopian MFIs’ hiring and retaining the right 

expertise. These impediments include a lack of appropriate education and skills 

training that is concentrated on microfinance. The data highlights constant staff 

turnover, which adversely disrupts the capacity for supporting entrepreneurial 

activities. The lack of relevant talent, inadequate training and frequent staff 

turnover inhibit the development of organisational agility in both the short and 

medium terms.  
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Therefore, investing in talent can change the status quo from the ‘wait and see’ 

approach to that of developing proactive strategies and aggressively investing in 

acquiring, developing and managing the workforce of the future in the 

microfinance sector. As indicated in the study findings, there is considerable 

potential to expand the microfinance services market in Ethiopia, provided the 

talent pool grows strong with the MFIs motivated and engaged in facing imminent 

threats and seizing opportunities when they arise. The types of courses and 

training for employees that it would be beneficial for the MFIs to provide are 

finance and micro-finance and loan management, economic planning, innovation 

management, project planning and basic career development for the individual.  

Examples that meet these needs are: Delivering Pro-Poor Financial Services- 

Microcredit; Financial Product Design and Development; Business Planning for 

MFIs, Financial Management for MFIs, Governance and Managing MFI Growth 

and Innovations and Trends in Inclusive Finance.  Depending on needs 

assessments, MFIs may further develop pertinent syllabuses such as Managing 

Human Resource for MFIs; By What Method MFIs Can Adapt to the Digital 

Technologies; Organizational Appraisal and Impact assessment for MFIs and 

Social Performance Management and training courses that Link Microfinance 

(saving and loans) and Remittances. MFIs will have to work with universities, 

training institutions and consulting firms to develop pertinent curriculums that 

develop talents at a sufficient quantity and quality. The latter is fundamental to 

the MFIs in Ethiopia, building organisational readiness and flexibility. 

Recommendation two: Create cutting-edge technological infrastructure  

Cutting-edge digital and technological tools will help MFIs reap major benefits, 

such as improving business processes, enhancing customer services and 

expanding geographic coverage. It would be almost impossible for MFIs to 

respond quickly, flexibly and innovatively without developing the technological 

dimensions of organisational agility. Therefore, where appropriate, key 

stakeholders and MFIs should collectively embark on acquiring cutting-edge 

digital and technical capacities as strategic drivers to achieving their dual 

missions. 

CEOs’ lived experiences and insights illustrate the importance of creating a 

digital and technological capability for various reasons, including the ability to 
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develop better and more appropriate products and services based on customer 

insights. Despite the immense value of these capabilities, the research data 

show that the MFIs do not have the required resources and know-how to secure 

them, due to the scarce pool of talent and very low capital base for procurements. 

However, some MFIs have started small initiatives, e.g., to acquire a core 

banking system at individual institutions. Others are creating joint programmes 

through economies of scale to develop technological infrastructure and digital 

software. 

The digital and technological requirements and acquisitions can range from 

internet real-time loan management systems (LMS) to more advanced Artificial 

Intelligence (machine learning) capability. For example, MFIs can automate their 

cashless transactions (for saving and credit/ loan disbursements and loan 

repayments). These can be created and enhanced through acquiring and 

adapting the ‘Core Banking’ solutions that the research participants indicated. 

MFIs can also acquire Enterprise Resource Planning (ERP) software which 

facilitates general customer service management, human resource 

management, appropriate and timely micro credit service decision making and 

support, and enhanced sustainability due to increased financial visibility.  

These technologies can boost the overall digital financial ecosystem in Ethiopia 

and contribute to minimizing costs, increasing operational efficiencies, and 

reducing bad loans. Importantly, the technologies will improve the ability of MFIs 

to respond faster and flexibly to needs of financially vulnerable communities. To 

ensure the success, MFIs, individually and collectively, need to formulate and 

implement comprehensive digital transformation strategies. 

Given the promise of technology for Ethiopia’s scientific, innovative and 

economic future, the EMFIA can play a role in building a national infrastructure 

to provide shared services for core banking and platforms for digital transactions. 

Indeed, the data, analysis and discussions indicate that the vision of the MFIs 

aligns well with the national development agenda and Sustainable Development 

Goals 2030 in the promotion of inclusive growth. Therefore, MFIs can join forces 

with a range of stakeholders, e.g., commercial banks, social investors, donors, 

UN agencies and the government to build national infrastructure. Such 

partnerships can help to identify appropriate financing opportunities, mobilise the 
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level of capital required and build a nationwide digital and technological 

infrastructure that benefits society. 

 

Recommendation three: Change the legal forms of nominal shareholding  

This recommendation is to establish clear policy and legislation to overcome the 

lack of engagement and commitment from nominal shareholders in their 

respective executive boards. Board governance pervades every strategic aspect 

of organisational agility. Therefore, electing capable, dedicated and engaged 

members into the governing body of the MFIs is essential. The government of 

Ethiopia, through the National Bank of Ethiopia, needs to review the lessons, to 

date, and institute legal forms to remove ineffectual nominal shareholders on MFI 

boards. 

The research participants indicate that the nominal shareholders do not receive 

dividends, as residual monies are reinvested into the microfinance services. 

Because the nominal shareholders do not receive financial incentives or other 

privileges, their level of dedication is typically low or negligible. On the contrary, 

the research data indicate that the real shareholders who serve on the executive 

board are rewarded for their time and are thus motivated to honour their 

governance duty given the financial compensation. The nominal shareholding 

arrangement has a negative contribution and a detrimental effect on the 

endeavours of effective governance to achieve the dual mission of creating social 

value and financial sustainability.  

Therefore, the research participants have called for adjusting the legal 

framework of nominal ownership. The National Bank of Ethiopia, as a regulatory 

body, should establish appropriate policy and legal framework, which is more 

practical and suitable to the governance of MFIs. For example, the legal 

framework may allow MFIs to determine how best to reward and motivate their 

nominal shareholders. If MFIs are given such a privilege, they may explore the 

advantages and disadvantages asking nominal shareholders to gain ownership 

equity or by enticing them to invest in the microfinance through buying shares. 

This mechanism allows the MFIs to legitimately reward those shareholders with 

dividends. Alternatively, MFIs can offer regular rewards in the form of shares that 

the nominal shareholders can accumulate over years and eventually redeem in 
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the form of dividends. Another possibility is that MFIs develop succession 

planning to recruit a new wave of board members who are competent, motivated, 

and willing to provide valuable expertise, pro-bono.  

Recommendation four: Build social capital 

MFIs can build social capital through strong branding that supports those with 

financial insecurity with clear and comprehensive strategies that place a greater 

emphasis on communicating their social mission and financial goals. Social 

capital, which comprises three distinct aspects of ‘linking, bridging and bonding’ 

(Coleman, 1988), is built on a mission-driven image and culture and can have a 

positive impact on financial capital.  

MFIs can mobilise desperately needed resources in the form of cash deposits or 

savings, provided that they win the trust of the communities and their potential 

customers. Social capital will also lead to their network facilitating this with 

knowledge, contacts, suitable advice and support. 

This phenomenological study has exposed the failings of the current policy, along 

with the weak visibility and the cumbersome engagements of MFIs with 

communities, which have perpetuated poor credibility and a low level of trust to 

attract deposits or savings. The findings reveal that severe cash crunches 

prevent MFIs from providing adequate levels of microfinance services to meet 

current demands or expand their existing loans. Increasing the interest rate to 

address illiquidity also exacerbates economic hardship throughout communities.  

Political turbulence also creates uncertainties and depletes the productive 

capacities of MFIs and communities. Moreover, damage to MFIs’ properties and 

reduced repayments are imminent when trust is low and social capital is weak. 

The study has clearly shown that where social capital is high, the communities 

remain loyal, loans are repaid in full and on time, and MFIs are protected from 

financial challenges in times of crises.  

MFIs can develop social capital and mutual trust through inclusive and 

participatory approaches to their customers and partners. This should not 

necessarily be limited only to customers/loanees, and collaborations with 

important partners. This requires MFIs to regularly liaise with potential and 

existing customers, and partners, and to listen to their views to understand the 
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predominant beliefs and issues. This will lead to more appropriate interventions 

and relevant ‘loan and credit’ products as perceived by both parties.  Customers 

could also improve their economic wellbeing by partnering with MFIs and working 

together in solidarity to solve problems by sharing tangible and intangible 

resources (e.g.  knowledge/ information/ land/ equipment/ etc.). The 

collaborations and resulting trust should allow improved understanding of 

microfinance services and facilitate beneficial reciprocity between MFIs and 

existing and potential customers. 

Through their lived experiences, the CEOs recognise an enormous opportunity 

to engage with the large unbanked population across Ethiopia. An understanding 

of this population’s needs and perceptions can help the MFIs design strategies 

to gain credibility and win the trust of potential clients and communities. In doing 

so, MFIs will enhance their reputations as relevant and socially responsible 

players. Active campaigns and the benefit of positive word-of-mouth 

endorsements can further increase client growth and retention amongst this 

unserved population.  

 

Recommendation five: Evidence-based measure of performance and 

impact  

MFIs need robust information structures and systems for data collection, storage 

and analysis to monitor the progress and impact of their microfinance services. 

Such evidence-based management can help MFIs achieve their dual objectives.  

This study has identified deficiencies in current policy and practice for obtaining 

reliable data and information for decision-making. For example, although the 

CEOs provide narratives for the social impact and financial inclusion of their 

MFIs, they also admit these are not evidence-based observations. Some CEOs 

are unaware of their clients’ level of debt, which should be addressed by 

systematic studies or independent monitoring and evaluations based on credible 

data. Such approaches can collectively provide insights to inform policies and 

practices in the future.         

Critical assessments of the performance and impact of microfinance provided by 

the Ethiopian MFIs, based on data from employees and customers, can be vital 
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for appropriate planning and decision making for a range of stakeholders. For 

example, reliable statistical analysis and impact evaluation reports (performance, 

effectiveness, and scale/ magnitude of impact of services by MFIs) will be useful 

to inform the Board of Directors of the MFIs and management teams, policy 

makers in government, institutional donors, and private investors. These 

stakeholders may utilize the reports to make evidence-based decisions.  Relying 

on anecdotes and stories is insufficient and it is recommended that they initiate, 

regular, properly designed studies, resulting in comprehensive, technologically 

backed, and detailed data, to assess the effectiveness of their microcredit 

provisions to the financially disadvantaged communities. These data can also be 

used to validate the MFIs’ claims of alleviating poverty, and empowering youth 

and women. Participation in such studies can also be incorporated in loan 

agreements with customers to ensure timely and valid visibility of the 

effectiveness of the funded intervention throughout the duration of each loan 

period. 

Finally, additional questions and issues identified from this study are itemised in 

the suggestions for future research section of the thesis. 

7.3 Limitations 
Although this study encompasses MFIs, it does not include employee 

experiences or perspectives. Instead, this research targets only the CEOs, who 

have wide-ranging, strategic and operational foresight, as well as experience in 

the microfinance sector. Despite the richness and depth of the selected CEOs’ 

lived experiences, their recollections and judgements are limited by their 

personal perceptions. Therefore, these expert opinions might be biased and 

inaccurate. Notwithstanding, a framework for understanding the essence of 

organisational agility in the context of Ethiopia is constructed based on analyses 

of these narratives.  

A limited number of CEOs participating in the study does not necessarily mean 

that the sample characterises the MFIs’ whole population. However, the method 

allows an in-depth empirical study and ‘saturation’ is present on numerous topics 

and issues with evidence of credibility to the findings. In addition, the study is 

limited by time and financial resources required for the project. Therefore, the 

study is restricted to the MFIs with headquarter offices in Addis Ababa and has 

not covered MFIs across the country. Whereas CEOs based outside of Addis 
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Ababa could have contributed interesting insights or perhaps contrasting 

perspectives, excluding them presents a notable strength; the study is conducted 

in a geographic location that offers talent, infrastructure and systems, which are 

essentials for organisational agility. Furthermore, the selected MFIs cover a wide 

geographic location and extend to clients in urban and rural areas. Thus, the 

study has gathered rich and complementary data.  

This study was conducted just a few weeks before the outbreak of the global 

COVID-19 pandemic. The impact of the outbreak has harmed society, the 

economy, politics and other aspects. MFIs and their clients are also affected, but 

this study does not capture the stories of how the health crisis has disrupted MFIs 

and their clients. However, the findings of this research can highlight the 

importance of organisational agility during the pandemic and in a post-Covid-19 

world.  

 

7.4 Suggestions for future research  

This doctoral research project raises some questions and issues for further 

research regarding the management of MFIs. An important consideration is to 

expand the research on organisational agility to include a more diverse and 

larger number of managers across a range of diverse MFIs (NGO-oriented, 

commercially-oriented and government-sponsored MFIs), using a mix of 

methodologies. The following questions and suggestions for future research are 

based on the conversations with the research participants and the overall study.  

Building MFIs’ core capacity is vital to improving their organisational agility. As 

the study discusses, talent and technology are central to this strategic aim, but 

MFIs suffer from a lack of expertise and modernisation. How can MFIs develop 

talent management strategies to address the current problem of lacking the right 

type of microfinance expertise? What should the right skill sets, hiring processes, 

combinations of skills training, competitive remunerations and mindsets for social 

change be? How can MFIs access state-of-the-art technologies for digital 

transformations? The need for more understanding of governance in MFIs is also 

related to organisational agility. What kind of legal forms need to be put in place 

to inspire all the shareholders and to genuinely add value to their governance 

duty? 
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In addition, a focus for future research could be on reaching out to massive, 

unbanked populations as a vital move to achieve the social goal while ensuring 

sustainable financial returns. How, then, can MFIs strike a balance between a 

positive commercial outcome and social value? The research finds knowledge 

and information gaps in understanding the essence and services of MFIs. 

Therefore, more research is needed to answer questions such as the following: 

What are the perceptions and attitudes of people towards MFIs? Why do clients 

prefer to deposit their savings with commercial banks but prefer to borrow money 

from MFIs without collateral? This information is vital because the MFIs must 

attract potential clients who will deposit their money in MFI accounts. These 

deposits enable MFIs to mobilise the available resources for loans and other 

products and services. 

The research data show high potential for growth and expansion. However, MFIs 

need to find ways to further discover the specific needs for their products and 

services by acquiring reliable data on various communities across geographical 

areas. These populations include those living in rural areas or in sections with a 

high prevalence of poverty. For example, the study highlights concerns about the 

existing loan products for women who struggle financially. More specifically, the 

loans are not inclusive of their needs but rather of the needs of more affluent 

women. Therefore, research on how to target the communities most in need 

would be essential to optimise social value. Future research can also examine 

and answer questions such as the following: What are the critical gaps between 

client needs and the existing range of products and services? How can MFIs put 

in place innovative products and services?  

Overall, the CEOs’ lived experiences disclose their self-doubts as well as self-

reverence on how they impact MFIs. The future research can provide data and 

information either to support or to refute the claims made by self-reverence or to 

verify their expressed doubts. According to the research data, the MFIs lack a 

methodical approach to measuring progress and impact. The fifth 

recommendation highlights the lack of credible metrics and qualitative measures 

to assess social performance. Specifically, what are the collective impacts and 

contributions of MFIs, whether private, government-affiliated or NGO-backed, to 

generate social value? It might be useful for a future research project to develop 

an approach on how MFIs could individually and collectively develop monitoring 
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and evaluation systems to generate regular, timely and accurate analyses that 

serve as a management tool and generate data to guide policy- and decision-

making. Finally, this research can be invaluable to inform national- and 

enterprise-level policies or decisions. 
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Appendix C 

 

Research Information Sheet 
Research project title: Organisational agility of social enterprises in Ethiopia 

Researcher: Dereje Wordofa Gidda 

Address & contact details: Tel +251-911-559442, dwgidda@student.bradford.ac.uk 

 
About the DBA Research Project 
 
The aim of the project is to study the readiness and flexibility of social enterprises, with specific 
reference to and case studies of selected microfinance institutions (MFIs) in Ethiopia. Because 
organizations often operate in the context of constantly changing environment the research will 
study how social enterprises will manage unforeseen changes and consequences.  The objective 
of this research is therefore to answer a basic question: given that social enterprises need to be 
able to face imminent challenges and grab opportunities when they arise, to what extent have 
they developed readiness and flexibility that allow them to plan and execute strategic choices?   
  
What is the process for the data collection? 
 
The researcher (Dereje Wordofa) will collect the data. The data will be collected through 

interviewing CEOs and senior managers of selected social enterprises.  The researcher will 

purposely identify all social enterprises and managers who are leading the enterprises. You 

(research participants) will be approached by letter, email or\and telephone. Your participation 

will be based on consent when you accepted the invitation to participate in the research. There 

is no risk of coercion involved.   

The research will be carried out during normal working hours in office premises, this will be 

notified well in advance. The researcher will record interviews on simple machine, and that after 

transcribing and using for analysis it will be deleted at the end of the study.  The data will be used 

solely by the researcher, kept securely, and will not be used for any media publication or other 

purpose. The data will not be shared with other organizations. The Committee for Ethics in 

Research at Bradford University has reviewed and passed the research project on June 21, 

2019 (Reference number is: E717).  

How will the participants be selected? 

The researcher will purposely identify and select the research participants based on own 

knowledge and judgment. The sampling for data collection will target 10 managing directors 

(MDs) or chief programme officers (CPOs) of MFIs who have served for a period of at least three 

years in the current position. It is intentionally small sample as required by phenomenological 

study i.e., ‘narrow sampling strategies.’ The researcher will use criteria to select the MFIs such 

as diverse geographic presence, and the top large (size of budgets and scale of outreach). 

If I participate, what will it involve?  
This information sheet will be sent out to you three weeks prior to interviewing. After explaining 
the purpose of the research, the informed consent form will be sent to you by email or mail, based 
on preferences. The researcher will seek confirmation at least 48 hours before the interview. If 
you agreed, the researcher would make an appointment to carry out the interviewing. The 
consent form itself will be read through at the start of the interview. You will be asked if you have 
any questions. Both you and interviewer will sign before proceeding.  
  
How will your data be used? 
You will be assured that all data will be treated confidentially, and personal and organisational 

identities will be protected using aliases. Audio recordings and transcribed interviews will be kept 

securely during the research and until the end of the research period (until DBA Degree is 

awarded). To ensure data security, the researcher will use strong password to prevent illicit 

access of all data on personal computer and files. Instead of using explicit details, the researcher 

will use anonymization or aggregate data to avoid disclosures. The researcher will keep printed 

mailto:dwgidda@student.bradford.ac.uk
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materials in locked or safe places. All documents, paper or electronic, will be destroyed or deleted 

form the computer folders if no longer needed. The consent form will make clear that you can 

withdraw from the study at any time during or after the interview up to three weeks.  The 

researcher’s contact details will be left with the interviewees so that they can request withdrawal 

at any point. 

 
What are the benefits of the research? 
 
The DBA research contributes to knowledge and management practice. The final DBA research 
thesis can be available at University of Bradford, School of Management. The researcher will use 
anonymized and selected extracts from the interviews in reporting on the findings and 
subsequent publications.  
 
What are my rights as a research participant? 
 
Participation in the research is voluntary.  You may decide not to participate in the research or 
withdraw at any stage up to three weeks after the interview.  The researcher will offer participants 
the opportunity to ask for a copy of the research results. The copy the dissertation can be 
available to them if useful to the MFI.   
 
Will you receive any benefits? 
The research project will neither offer nor give royalties nor monetary benefits for participation in 
the research project.   The data will not be used by project participants for profitable purposes.  
You should expect no remunerations from the research project. 
 
For more information 
 
This research has been reviewed and approved by the Braford University Committee for Ethics 
in Research. If you have any further questions or concerns about this DBA research project, 
please contact:   
 
            Name of researcher:  

Dereje Wordofa 
            Tel: Tel +251-911-559442  
            E-mail: dwgidda@student.bradford.ac.uk  
 

You can also contact Dereje Wordofa’s supervisor: 
            Name: Professor James Wallace  
            E-mail: j.wallace1@bradford.ac.uk 
 
 
Committee for Ethics in Research: 
If you are concerned about how the research is being conducted, you can contact the Chair of 
the Committee for Ethics in Research, University of Bradford, through the Ethics Administrator 
ethics@bradford.ac.uk RKTS, F.24, Richmond Building.  
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Appendix D 
 

 

Doctor of Business Administration Research Project Interviewee Consent Form 

 
Project title: Organisational agility of social enterprises in Ethiopia 
 
Name and email address of Student:  Dereje Wordofa Tel +251-911-559442 
dwgidda@student.bradford.ac.uk   
 
Name and email address of Supervisor: Professor James Wallace E-mail: 
j.wallace1@bradford.ac.uk 
        
You are being invited to participate in a DBA research project. Before you give consent, please 
take time to read the information sheet to understand why and how the research is being carried 
out. You may also wish to discuss about taking part in the project. If you are not clear or need more 
information, please let me know.  
 
Please state ‘Yes’ or ‘No’ to the following statements: 
            Please circle as 
appropriate 
 
1. I have been informed about the purpose for which my interview will be used  

if I give my consent and I have been given the opportunity to ask questions.  YES/NO 
 

2. I give my consent for the interview to be audio-recorded    YES/NO 
 

3. I understand that I can withdraw my consent at any stage up to three weeks  
after the interview, without giving a reason why, leading to my data not  
being used in the research.        YES/NO  

        
4. I understand that any information that would identify me will be  

removed from project data.        YES/NO 
 

5. I am aware that my anonymised data will be kept for up the end of the  
Research project (award of DBA Degree)      

           
  YES/NO 

 
6. I give my consent for anonymised extracts from my interview to be used in  

publications reporting on the findings from the research    YES/NO 
          

I give my consent for my interview data to be used as described in the information sheet.  
  
Interviewee: 
 
Signed:  ......................................................................................................... 
Name in BLOCK CAPITALS: ............................................................................. 
Date: ............................................................................................................ 

Student (researcher): 
 
Signed:  ......................................................................................................... 
Name in BLOCK CAPITALS: ............................................................................. 
Date: ............................................................................................................ 
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Appendix E 

 
 

DBA Research Project  
Interpretive Phenomenological Analysis (IPA) 

Guidelines for Interviewing- some probes and questions 

 

 

1. Please tell me about the mission and the work your organisation.  

- How do you describe your business to others?  

2. In what way(s) can this MFI be classified? As a social enterprise, 

commercial? Government entity?  

3. What are the internal threats or challenges that affect the management of 

the enterprise? How do explain the nature of the external challenges? 

Complexity? Threats?  

4. How do you explain the opportunities often you missed or grabbed?  

5. How often you need to respond to unexpected external changes? How 

have your responded to opportunities or threats? How? Could you give 

me some important cases or examples? 

6. How far would you say the organisations is flexible to respond in the 

context of rapid and frequent changes?  

7. In your opinion, what is the most pressing research agenda for the 

management of MFIs in Ethiopia? 
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Appendix F 
 

Sample illustrations of data coding the interview with Fantu 
Identifying for analysis 

T 

Themes  Verbatims and quotes Notes\ 
observations  

 
Social orientations  
 
 
 
 
 
Affiliated to NGO 
 
Nominal ownership  
 
 
 
 
Dual mandate 
Self-sufficiency 
sustainability 
 
 
 
 
 
 
Social Value vs 
the determinants of 
sustainability 
 
 
 
 
 
 
 
Commitment and 
dedication of owners  
 
 
 
 
 
 
 
Envisioning  
 
 
 
 
 
 
 
 
 
 
Challenges of nominal 
shareholding  

as a Microfinance Institute, the main aim was to reduce 
poverty, to support the community on how to access 
money, use the money, continue their business 
sustainably, improve their livelihood and return their 
credit as well as to meet their financial demand through 
credit.   
 
But in [xxx] they cannot share the profit. The major 
shareholder is a nominal shareholder. The mother 
[NGO], still has 64% share on the microfinance. They 
cannot share the profit in cash.  But the dividend will 
be added to their shares.  
 
Not to be dependent on grant from donors.  Therefor 
for the institution to meet the two objectives, redefined 
its objectives “being financially sustainable and serve 
its social objective” without changing its primary 
objectives.  Also, redesigned how it can recover its 
costs. 
 
 
it was initiated by a Local NGO called [xx]t working on 
Women and Children.  It is a local NGO the NGO had 
a social development program.  One of the 
development packages at that time was micro credit 
package for the- target group.  Microfinance or micro 
credit was one of the packages for most NGOs and 
they were raising funds through credit campaign.   
 
 
 
At that time, the biggest problem for majority of the 
community or low-income group especially women and 
rural farmers, was access to finance.  Access to 
finance was limited.  Even if there was a loan and 
credit, it was highly expensive, and Microfinance was 
very important for them.  As the loan from informal 
sector was very expensive, this micro credit program 
was very important 
 
What happened was just serving this low-income 
target group with full cost recovery by generating some 
sort of profit margin but not significant profit to continue 
the service sustainably.  Therefore, now, the 
Microfinance aim is to balance the two objectives, 
financial sustainable operation at the same time 
serving this target group.  Totally it is a social service.  
Hybrid kind of institution!  Social at the same time has 
a commercial objective without compromising its social 
objective. 
 
 
In future, NGO backed institutions with nominal share 
may be changed to private.  There is a draft directive 
not yet issued to work on this issue.  And we will totally 
be a private holding.  without neglecting our primary 
objective.  It will be difficult unless nominal 
shareholdings structure is changed.  It is not a 
sustainable model 
 
 

 
Outreach 
target clients 
Meeting needs 
 
 
 
Profit reinvested for 
social purpose and 
expansion of 
programs  
 
 
 
Aim to add social 
value and remain 
self-sufficient/ 
sustainable  
 
 
 
Formation/ 
evolvement to 
comply with 
Ethiopian Law  
Market segment  
Women and 
children 
 
 
 
 
Commitment to 
service, customer 
engagement and 
speed and trust  
 
 
 
 
 
MFI’s social goals 
and sustainability 
and the challenges 
of ownership and 
commitment to 
bottom lines -  
competitiveness 
ability of MFIs 
 
 
 
The nominal 
shareholding or 
ownership model is 
not sustainable  
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 Working with the 
poorest 

It has a motive that business can be done with the poor 
community by giving appropriate, comfortable and 
applicable loan size and applicable saving.  Therefore, 
they are credit worthy at the same time they are saver.  
It is not a big saving and it is not a big loan but 
appropriate loan size and saving size they can afford. 
 

Modalities  
Working with the 
poor 

 
Pain point - 
Turbulences  
 
 
Need for trust and 
building credibility  
 
Social capital  
 
 
 
 
 
 
Need for agility  
 
Resilience  

there is unrest in the country for the two years.  There 
is a recurrent civil conflict, roads are closed, markets 
are closed, markets fired especially during unrest, 
security problem.  We were saved because of our 
intimacy with the community.  Our partnership is only 
business. Especially with young community.  Still, 
some microfinances, especially government affiliated 
are affected especially in the eastern part of Ethiopia.  
Their offices got fired deliberately by those who have 
taken credit and those who joined opposition group not 
to pay their debt.  Documents fired & staff forced to 
leave.   
 
 
Internal capacity should be improved, as it is difficult to 
resist situations more than our capacity.  So far 
relatively we are safe and in a better condition and 
have not faced a situation that erode our institution.  
While limiting our services the inflation can be tolerated 
and raising additional funding.  Even if the unrest was 
very dangerous and kind of devastating, is was 
possible to survive. 
 

political unrest and 
challenges to 
prepay loans 
 
 
Impact of instability 
and unrest 
 
 
 
 
 
 
 
Building resilience 
to deal with multiple 
challenges – 
inflations, 
turbulences and 
survival 

Cash crunch  
 
Pain point- weak 
financial capacity  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Equity and capital 
 
 
 
 
 
 
 
 
 
working with others  
donors, IFIs and 
donors 
 
 
 
 
 
 
 
 

the biggest challenge is liquidity problem.  No. 1 
challenge is liquidity.  Fund constraint. Getting money 
is very challenging.   
 
 
we can upscale our service. When we give service to 
medium and large income group, the profit can be 
used to meet and address the demand of the low-
income group which is a huge market.  Meaning profit 
can be maximized even if the profit is very low. and the 
cost is very high.  Although, the transaction cost is very 
high, targeting the low-income group, can help 
enhance profitability in our services without looking an 
extra finance.   
 
 
We decided to raise fund, issue share.  We also tried 
commercial financing, but it is not possible in our 
country especially locally. Because it is collateralized 
by banks.   The public is limited.  Therefore, we issued 
share to external private investors and was a good 
step but not very fast due to unavailability of stock 
market and we also found it very difficult to convince 
the community and the private investors we are 
expected to work on it. 
 
2.)  Mobilize and approach commercial financing from 
local banks.  3) Mobilize commercial loan.  At the 
moment we have taken about 25million concessional 
loan (soft loan) from development bank.  The loan is 
subsidised, and the interest rate is good and below the 
market rate.  We very much supported by this and 
benefited.  4) Planning to apply to donors and 
development funding and mobilize development 
projects.  5)  Invite, encourage private and social 
investors, sell additional equity shares.  6) Enhance 
retained earnings and over time it will enhance 
profitability.  Increase expansion capacity with the 
retained earnings.   

financial muscle 
 
fund shortage/ 
insufficient start up 
equity capital.  
 
 
 
 
 
 
 
 
 
 
 
Interest from 
private sector and 
shareholders 
 
. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Options for 
overcoming 
liquidity problems  
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Policy predicament/ 
support   
 
 
 
 
Financing strategy 

 
 
the private sector these days is showing interest to 
participate in this sector. The sector shows and proved 
to be viable and an improved economic sector even if 
it has a social responsibility.  Proved that the sector 
can get economic benefit with-out affecting its 
objective.   The other big opportunity is that the people 
shows interest and the tendency to buy shares to join 
this sector. 
 
the current national monetary policy, even though it 
has its own drawbacks, financial regulatory policy is 
supportive.  The market is protected.  The policy gives 
protection.  There is no problem to be competitive in 
the market.  It is an advantage. 
 
Financing strategy should focus on increasing funding 
through social investment funds.  Development of 
concept note, development of partnership etc.  
Mobilize equity, commercial loan, concessional loan, 
revolving fund, capacity development fund etc... can 
be alternative source of funding. 

 
 
 
 
 
 
 
 
 
 
 
 
Policy and 
regulatory 
incentives  
 
 
 
 

Inflations  
 
Pain points  

Ya!  Now we do not have that challenge.  Sometimes 
in the case of macro-economic instability we faced 
challenges.  Especially inflation.  At one time the high 
inflation rate was dangerous, and we could not finance 
many of our previous customers.  So, they raised their 
credit demand to almost double due to the fall in the 
purchasing power.  But we could not afford to meet 
their demand.  We decided to retain our customers and 
hold from increasing the outreach.  Additional 
customer could not be accommodated.  It was really 
painful and dangerous.  Restricted our outreach.  
Expansion was not possible due to capacity 

Inflation leading to 
increase in 
household 
expenses and 
possible problems 
in clients meeting 
repayments  
 

 
 
Enterprising  
 
 
Pain points –  
 
the staff capacity and 
turnover  
 
self-reverence  
 
 
 
 
Commitment/ 
motivation of the 
board.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Just, no. 1) when we say strong and flexible, we try to 
adopt new environment, situations and new ideas as 
much as possible.   Flexibility is necessary and they 
are committed for that.  They are ready to be flexible.  
Only capacity is a problem.  I have 15 years of 
experiences in the sector and am committed even 
though I have a lot of opportunity to join NGO with a 
better salary can join in the banking industries or other 
organizations with better salary & benefits but I am 
very much inspired with microfinance services.  
Because the sector helped and improved the lives of 
many poor population of the country. 
 
 
And the other thing is that those management 
members who initiated the institution are very much 
dedicated without any benefit from the institution.  
There is no dividend paid so far.  The board and 
management meet every month, quarterly and conduct 
annual general assembly for the function of 
organizational objective.  They are so committed.  It is 
very good, should be very much encouraged and 
improved.   
 
 
And I think if the board members can be incentivized, 
they will be encouraged to dedicate more and that will 
enhance the quality of service and help continue to 
meet the objectives of the institution.  I rate the 
institution as very strong.  Even if there is moderately 
fast flexibility, it is moderately flexible.  When capability 
allows really, we are flexible.  Fast flexibility goes with 

building strong 
management to get 
results and 
overcome 
challenges  
 
 
 
Staff turnover 
 
 
 
 
 
 
Nominal 
shareholders 
functioning well 
despite no real 
dividend  
 
 
 
 
 
 
 
Lack of incentives 
to the board 
members 
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Talent Skilled 
manpower 

situations.  Sometimes when capacity limits, we stay 
for an appropriate time.   
 
 
 
Now, gradually labour or manpower is better and 
improved at microfinance level.  Even if the turnover is 
high.HR development is also a problem.  The shortage 
of qualified personnel in the sector.  Universities in 
Ethiopia do not have microfinance courses.   
 
Normally, the founders of these institutions are and 
were socially dedicated and poverty reduction 
dedicated individuals.  Through time, people get older, 
time may limit their service and also ownership is not 
evolved and improved as expected.  This is the 
challenge.  Therefore, nominal shareholding structure 
should be changed.  That is why we encouraged equity 
investment and promote include shareholders 
composition.   Still it is not transformed but in the 
process of transformation.   
 
 
It requires new blood new energy especially in the 
board composition.  Real owners are created, and it is 
improved not completely changed.  [MFI] is in the 
process of transformation.   

 
 
 
 
 
Skilled manpower 
shortages  
 
 
 
 
 
 
 
The need to 
invigorate the 
board structure   

 
Enterprising  
 
People, process, and 
structure  
 
 

Example we adopt the new financial reporting system 
called IFRS to produce quality financial reports to be 
competitive internationally and in the changing 
environment.  We produced the financial report this 
year in IFRS.  Based on that at the moment we are 
trying to rate ourselves to see where we are in terms 
of producing quality reports, nationally, internationally, 
regionally and to help us sell our profile.  This can help 
us promote our institution to private and social 
investors. 

 
Delegation of 
authority  
 
 
 
 
 
 
Efficiency in 
decision making 
processes  

Envisioning  
 
 
 
Spotting / seizing 
Opportunities  
 
 
 
 
 
product diversification, 
 
 
 
 
unlocking the potential 
 
Big opportunity  
 
 
 
 
 
 
 
 
 
 
 

There are many opportunities, there are many good 
opportunities.  There is a huge market in the country. 
There is huge demand. When we are thinking of the 
development of the institution’s business strategy, is 
the huge market demand.  Which is there is a huge 
size population with low income target population.   
Secondly, it means that, if diversified type of product 
can be developed and sold, there are very diverse 
opportunities that we can serve, which the banking 
service could not met.  There is a huge unmet demand 
in future that will take time. Which is a driving force and 
a big opportunity to mobilize micro saving and to 
expand micro credit and micro saving, to sell our 
product.  There is ample market.   
 
 
There is a promising macro-economic development 
and economic growth which is very fast and dynamic.  
At present, the economic development, the growth of 
urbanization, the evolvement of medium, dynamic and 
vibrant entrepreneurs in the rural area creates a good 
opportunity for our service.  Big opportunity.  Even if 
we work with low income group, risk is very much 
minimized and increases credit exposure.  Also got an 
opportunity to diversify and upscale our product.  
Therefore, the overall positive growth trend of the 
economy creates a big opportunity to our institution. 
 
 
 

Huge market 
 
But key is 
understanding of 
clients’ needs with 
negative impact on 
new product 
development/ 
modification 
 
 
 
 
 
 
 
 
ample market for 
microfinance 
business 
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There is a loan product.  Voluntary and diversified 
products.  About 9 types of loan product and 5 types of 
saving products and currently we provide micro 
insurance to our customers.  Critically these 3 are our 
products 
 
 

Planning Vision setting  
 
Cash crunch / illiquidity 
 
Self-reverence  
 
 
 
 
Strict compliance  

We are now redefining our strategy by selling 
additional shares, invites private investors and last 
year we subscribed 100 million additional shares and 
promoting our institution as viable and profitable.  This 
shows the board and management is committed and 
are capable to contribute for the growth of the 
institution. 

 
The level of 
flexibility vetted and 
determined by the 
GA, Board and 
Management  

Digitization and 
technology, 
 
 
Modernization  
 
 
 
 
 
 
 
 
 
Joining forces  

Especially, MIS system. Micro information, 
Management information is very challenging.  We are 
operating manually but partially operates in excel, 
peach tree and quick book.  We are back warded in 
terms of financial technology adoption due to a 
shortage of IT experts, the shortage of manpower in IT 
technology is challenging. The use of MIS is one of the 
threats. The use of IT technology in the financial sector 
that is the use of digital banking like mobile banking, 
agent banking, is very challenging.  Digitalize financing 
system is very challenging and a big external threat to 
this sector in terms of IT infrastructure. 
 
 
In terms of technology, with the support of donors, an 
agency called IFAD, UN agency, selected about 15 
strong microfinance institutions to adopt joint shared 
core banking solution.  We are almost automating our 
services and when we finish that, really our service will 
be very fast automated, the management will get real 
time data for decision making.  I think it is good but 
requires to be improved. 
 
 
 
 

limited research 
and innovation,  
MIS economies of 
scale & economies 
of scope 
 
 
 
 
 
 
 
 
 
 
Partnership with 
government, UN, 
other institutional 
donors  

Unlocking the potential  
 
Social capital –  
 
Winning trust  

Financial literacy level is very low.  I do not know, in 
our country, with recent statistics, almost 60% of the 
population do not read and write and that hindered to 
develop timely and rapidly as expected.  It needs 
training repetitive training as they forget easily 
because of their literacy level.  It caused a huge 
transaction cost for the sector.  But there is a gradual 
improvement.  And still a challenge for scaling up and 
growth within a reasonable level within a reasonable 
time in a medium strategic plan. Means financial 
education is very low due to structural problem and 
system constraint. 
 
 

Awareness raising, 
education and 
reaching out 
through effective 
communication  

Future research  How microfinance institutions in Ethiopia can increase 
their finance capacity.  No viable, reliable financing 
strategy.  One of the biggest bottleneck or constraint is 
finance.   

unbanked 
population- 
Addressing 
pervasive poverty 
and ensuring 
sustainable human 
capital 
development.  
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Appendix G 

An illustration of identifying and establishing the recurrent themes 

 ✓  Chief Operating Officers (CEOs) 
 

Abebe Berhane Chala Dadimos Endale Fantu Girmay Hussein Issa Jember 
 

Conundrum of 
ownership  

Real and nominal ✓  
 

✓  ✓  ✓  ✓  ✓  ✓  ✓  ✓  ✓  

Level of dedication  ✓  
 

χ  χ  ✓  χ  ✓  χ  ✓  ✓  ✓  

The growing 
pains 

Cash crunch  
 

χ  ✓  ✓  χ  χ  ✓  ✓  ✓  ✓  ✓  

Real value of money 
 

✓  ✓  χ  ✓  ✓  ✓  χ  ✓  ✓  ✓  

Turbulences  
 

✓  ✓  χ  ✓  χ  ✓  ✓  ✓  ✓  ✓  

Backbone for 
success  

Envisioning  
 

χ  ✓  ✓  ✓  ✓  ✓  ✓  ✓  ✓  ✓  

Enterprising 
 

✓  ✓  ✓  ✓  ✓  ✓  ✓  ✓  ✓  χ  

Modernizing  
 

✓  ✓  ✓  ✓  ✓  ✓  χ  ✓  ✓  ✓  

Unlocking the 
potential  
 

Seizing opportunities 
 

χ  χ  ✓  χ  ✓  ✓  ✓  ✓  ✓  ✓  

Joining forces   
 

✓  ✓  ✓  ✓  ✓  ✓  ✓  ✓  χ  ✓  

Winning trust  
 

✓  ✓  ✓  χ  χ  ✓  ✓  ✓  ✓  χ  

Proof of changes  Self-reverence  
 

✓  ✓  ✓  ✓  χ  ✓  ✓  ✓  χ  ✓  

Self-doubts  
 

✓  ✓  ✓  ✓  χ  ✓  χ  χ  ✓  ✓  

 

Based the format provided by Simon et al. (2009, P.107) 
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