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Abstract

Educational Savings Bonds (ESBs) are a financial instrument designed to incentivize parents in Ethiopia to keep
their children in primary schools by providing them with funds that can be used for school-related expenses. This
research employs a mixed-method approach, combining qualitative interviews with quantitative data analysis from
school records and surveys among parents and students. A notable finding is that ESBs have reduced the dropout
rate by approximately 15% in schools where they were implemented, indicating their effectiveness in improving
educational retention. The implementation of Educational Savings Bonds has shown promise in mitigating primary
school dropout rates in Southern Ethiopian towns, highlighting a potential policy mechanism to enhance education
accessibility and quality. Policy makers should consider scaling up the use of ESBs as an effective tool for
improving educational outcomes in Ethiopia's rural areas.
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