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l•inancial indic t r · hdp rg niL.'llion define nd evaluate their progre · t w rd ttaining 

h ng-t nn g Is. r hi · tud ·ought t invt:sttgat the tin n i I indi at r u d by aving and 

rc lit ( ' A ' in Ken . Th tUd) w ui ed by the f 11 wing pecifi 

bjective. ~ t identif financial perfi nnan c indi ators u ed b in Kenya; and to 

t: ·tabli ·h the r I ali nship h ·tween the pt::rf< m1an e indicat r and financial p rfi rmanc of 

inK n a 

o undert e th tud , a descriptive re earch de ign was used. The populati n f this study 

included aU acti e s perating in Kenya which are regi tered by the Ministry f o-

perati e · and Marketing, whose number l d at 3 200 a at 301
h Jun 2 I 0. The target was 

a sample of 50 A fr m two gr ups (rural and urban). Th resp ndent in each of lhe 

oJM. L. L . LI.:>' was th head ortinance fun ti n r any of his/h r a sistants; and where the acco is 

nm by a ntral Management ommittee, then the treasurer was the re p odent. emi-

tru tured que ti nnaire · were used in data colle tion. Tbe pr cedure used in collection f 

primary data wa thr ugh di tribution f the que ti nnair that i , dropping and picking 

que ti nnaires fr m re pondents al lh ir m t convenient time that was agre able to b th 

partie . I he t.lata pertaining to pr file )f the re p ndenl and their respecti e >rganizati n 

\\cts anr I 1. d u ing content analysi ala pertaining to the bj ctive f the tudy wa · 

• nal zeu u ·ing de· riplive tati tics \i hich included mea ure of central tend ncy (m an 

ore ). meac;ure. of di per i n ( tandard deviati n ) and mea ure f rrequency among 

ther .. In order to e tablish th relati nship b tw en the perfonnance indicat r and financial 

perf~ rmance of s in Kenya a c rrelati n f variables wa undertaken. 

iv 



1 h • • finan ·iul pc.:rt rman indi aturs u h mo ·t th r ·p ndent • in Jude the 

h IIO\\ in,: R p • m nt rat . p rtf li at ri ·k r R). d lin u ·nt borr w r I an I re rve, 

1 an I • ratio. a rage num r f ·ti e I ans, a cmge p rt li p r r dit oflicer, a erag 

portl >li per cr ·dit tlicer. lue fall \ ings a un , a ing per rancll, t tal am unt 

di ·bur- d per p ri d r cr\!Jit tc r. rating co ts, quick rati net inter margm. 

rtf li u1 t ding rati • perati nal clf-su tciency, finan ial s If- ufficienc , annual 

'C ~ th in ving , annual gr \ th in d p it r and gearing rati . 

In findings further indicat a iti e r lation hip b tw en the u f financial perfl rmanc 

in icat r and finan ial perf rman e f A s in Kenya. p cifically, there is a direct 

relati n ·hip tw en the use f financial perf! rmance indi ator and total revenue gr wth 

(47.7% ; t tal a t growth (57.2% ; net inc me gr wth (73.7%); market share growth 

(42.8%); and v ·rail performan · r r wth 47.6%). Th finan ial performance indicat r 

that h \l ed the tr ngest rrelati n with perfi rmanc f the AC 0 include the 

fill wing: repaym nt rate ( = I. II); p rtf~ li at ri k 5= .99 ; loan los ratio (o=l. l O)· 

p rating c (o=l. J)· net interest margin (~= 1.1 ; op rational seJf .. ufficiency (8=1.14)· 

linan ial elf- suffici ncy 6=1.1 0); annual gr wth in sa ings and annual growth in deposit r 

(5=1.09). 

In vit!\\ or the linding ur the stud , the ~re earcher rec nun nd that A 

con tantl rc\ iew and ke p tra k ftheir p rli nnan e by en uring timet peri di al rep rting 

to facilitate inf rmed de i ion making \ hen d el ping I ng-Lerm goals· A s sh uld 

th m t appr priat financial indi tor fl r effective evaluation of 

rli rman e; and ntr I mea ures should be u d to addre any divergences between tbe 

et g al and actual p rformance to ensure that pr ces e are kept within pre-determined 

lev I . 



..... . . . .. . ............. 0 0 .... 0. 0 ••••• 0 0 0 .... 0 .... 0. 0 0 •• 0. 0 •• 0 .......... 0 .... 0 0 0 0 ...... 0 ••• 

,f- H· '( ...................................................................... . ii 

•••• • ••••••• 000 •••••• 0 ................. . 0 ••• 0 ....... 0 ..... 0 ••••••••••••••••• 0 0 .......... 0 Ill 

BSrf \'I •••••••• 0 •• 0 0 •••••••••••••••••••••••••• 0 •••••• 0 •• 0. 0 0 ••••• 0. 0. 0 0 0 •••• 0 0 •••••• 0 ••• 0 0 •• 

I I 'T f· \BBRI· 

II 

1.1 

1.1.1 

1.2 

I. 

1.4 

0 ' I 

Bu · ground f the tu 

inK nya ...... ....... ......... ........................ ...................... . 

tatement the pr hlem .............................................................. . 

2 

3 

tud . .. ......... ........ ........ ........... . .................. .. . . .... 4 

fth tudy............ .... ..... ..... ......... ........................... ... 4 

H p : LIT tRA R REV 6 

-· ' lntr ducti n.............. . .. . . . . . . . . . . . . .... .. . . . . . . . . .. . . . . . . . .. . . . ... ... . . . . .. . . . . . . .. 6 

2.2 R i w empirical tudie .. . . . .. . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . .. .. . . . .. . . 6 

_J r rft rman e teasur m nl...... . . . . . . . . . . . . . . . .. .. .. . . .. . . . . . .. .. . . .. .. .. .. .. .. .. .. .. 9 

2. 

? -__ ) 

1e type f P rfl rman e indicat r ............................................... . 14 

2 . ../.1 Por(folio quality ... ... ... ... ... ... ... ... ... ... ... ... ... ... .... ... ... ... ... ... ... ... ... . 14 

_.../__ Pr du ·tivity and effl iency ratio ... ... ... ... ... ... ...... ...... ... ... ... ...... ..... 17 

2 . ../ 3 Finan ·ial 'iahilily ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... ... 20 

2 -1 .J Pn~/ituhility ratio\....................................... ... ... ... ... ... ... ... ... ... .... 22 

1 -1 · L 'vera~e am/ capital ml•quac:v... ... ... ... ... .. . ... ... ... ... ... ... ... ... ... ........ 24 

_ ../ 6 . 'cui outr •ath tmtl gro11th .................... .. ................ ................ .. 

• 'ummar and ' nclu ion .......................................................... .. 

flAP R 111{ R II 11 D L , Y ............................ . 

26 

28 

lntr du tion... .... .. .. .. .. .. . . . . . . . . ........ ... . . . .. . . . . . . ... . . . .. ......... ... .... . . ... 28 

3.2 Re ·e rch e ign .................................................. .. ............. .... . 28 

l'h P pulati n. ...... .... ........... .. .... ..... .. . ... .... . . . .. . . . ............. ... . .... 28 

.4 ·rhe ampl ........................ ......... ......................... ... ... ........... . 29 

[ ta llecti n t ol . . . . . .. . . . . . . . . . . . . . . . .. . .. . . . . . . .. . . . . .. . . . .. .. . . .. . . . . . .. . . . . .. 29 

.6 Data analy is .................................................................. . ..... .. 30 

VI 



II 

4.1 

4 I 

4. ·-

II. 

-. I 

. 2 

5. 

RE 

APP 

R: \ I ~ \ \ \ I ' R ... 

Ba kgn und infonnali n ............................. . .. .... ..... ............ ... ... . 

I· in n i.tl indi at rs u "U h · ing and credit in 

Kcny ....................................................... . .. ....... .. ....... .. ... .. 

r finan ial perf rman e indi · tor by ' s in Kenya ............ .. 

fhe r lati hip b rween the rfl rman e in i at r and finan ial 

perfl rm nc tn enya ........................................... . 

L JO RE D 10 

lnlr du ti n ................ ...... ............................. .. ..................... .. 

' un1mary and conclu i n .... ....... ....... ....................................... . 

fthe tudy ........................................................ .... . 

RR ·L TI TABLE 

FINTR 

APP J Dr Iff: TRE . ................................ ... .. ............... . 

VII 

3 

3 

35 

35 

42 

45 

45 

45 

49 

50 

51 

1-V 

II-IV 



8 

I hi an1 I· tit!.................................................................. 2' 

l.thl · ·U · Peri d 4 

l'uhlc ·-· Length . . . .. . . . . . . . .. 4 

I a hi 4 . Pr para lion r finan ial r p rts... ..... .... ..... .... .................... ... 35 

ruhk 4.4: ·r pe 

Tahlt! 4. eri d of u mitting finan i 1 re rts... .. . . . . . . . . . .. . .... . . . . . . . . . . . . . . .. 6 

fable 4. ·i nancial indicat rs......... ....... ... . .. .. ... ... ... .... ......... ............ 3 

Ta lc .7: Financial Perli m1ance indi at r .. . . . . . . .. .. . .. . . .. . . . . . .. ... . . . . . ..... ... 7 

Table 4. : th r fin an ial perfl rman e indicat rs.............. .................. ... 40 

a le 4.9: up riorily f perfl rmanc indical rs............ ... . . .. .. . ... .. . .. . .. ... 41 

r blc •I. I 0 Peri d of using pcr~ rman e indical rs...... ... . . .. . . .. . . . . . . .. . . .. .. . .. 41 

Ta I 4.11: Financial p rfi rm nee..... ................. ................ .......... ..... 41 

a le4.12: T tal R venue 'r wth ..................................................... 42 

T ble4.1 : 

a hi 

42 

r wth ... .......................................... ........ ... 43 

Tab! 4.1-: Market. hare r wth...... ..... . . .. . .. .. . . . . . . . . .. .. .. . . .. .. . .. . ... . . . . . .. 43 

t"ahle 4.1 o: h rail Perfl rmanee or rmvth.................... .. . . . . . . . . . . . . . . . . . . .. 44 

IIJ 



88 

I ~R f h'll rpri ._,. id Ri ·k 1 na •emcnt 

If s r me ti Pr u t 

,RA ' r R ·lati n nal 

1H 

p R 

R 

R B 

R 

icr finance 111 tituti n 

Portfl li at Ri ·l 

Fteturn n et 

Fteturn n Bu ine 

Fteturn on uity 

avings and r dit perati e cieties 

RA ace ocieties Regulat ry Aulh rity 

S r . mall and Micro !ntcrpri, e 

W W rid un il f redit ni n 

ix 

I 



I. 

II p 

I ' R 0 

1.1 B. ckgr und f h 

P •rl(mnan · 

bu ·ine -· unit . and th ir cli i ·i n, dep rtm nl an empl 

a c rp rate en ir nm •nt -. her the alanced 

f rg nizati n , 

peri dicall 

recard (B 

K plan ml N rton r vi w and track p rfl rman e, lh 

per rmance indi 1 rs ar defined part fa hierarchical deci i n-maldng pr cess. 

u h me ure are c mm nly u d t help an rganizati n define and evaluate h w 

succe ful it i , typically in terms f making pr gress towards its long-term 

rganizali nal g al 

Financial p rfl rmance indicat r are usually een a num rical m asures of 

chi em nt th t ar eas t coiJ cl and u e. In theor they can nly be d rived for 

thing over which y u ha c ntr l h wever in practice people d n't have ab olute 

contr I ver anything and 'having c ntrol' i really a matter of whether there is 

en ugh c ntr I fl r your purpo e. Th fundam ntal bje tive f linan ial stat m nt is 

to c mmuni ate e · n mi mt!a ·urem nL'\ and informati n ab ut th r · urc and 

perfi rmance of' the reporting entity us tul l lh e having rea on bl right t 

inf rmati m. f-inancial stat ments al ek l pr vide infi nnati n about the finan ial 

ad plabilit) )fan enterpri ·e that i · u ul to a ide range f u er fl r a s ing th 

·t v ard hip f management and for making ec n mic d cisi n . 

·inan ial management entails planning for the future of a p r n or a 

busine enterpri to ensur a p iti e t.:a h fl w. ll includes the dministration and 



I linan ·iul . tinan iaJ mana • m nt c vt!r · the pr 

i ·nti , in 1 and managin ri ·k tin n ial man gem nt in the bu in · arena 

r ·4u1re m na 1e · t able l interpret tin n ial r p rt • including inc me 

t tern nt • Pr fi • und L . c h n v. tatem nts und alan e ·h et statements. hi 

help· th m in impr ing tht all ati n f w r ing apital within bu ine n , 

fin n i I budg ting. re enuc: and · l t fore asting. furth r m nager an review lh 

lin nci I h lth r the mpan) r bu in unit u ing rati anal e , u ·h a th 

g ring rati . pr fit er empl y e and weighte c t f pitaJ and also understand 

aluation ram w rk fl r usine ·e portfoli and intangibl assets. 

1.1.1 ac o· inK nya 

Ken untry where the c - ement ha gr wn tr ng thr ugh th 

Ia t ur decades. In ord r t b lp farmers with credit and sa ing facilities and 

marketing of their pr due rative ci ti and ni n Banking ection were 

[i rmed air ad in the earl s Mini try rati es Marketing, 2008). In 

the r an areas 'A \ ere eing fl rmed t cater for salaried employee f the 

ernment, private ompanie pr fe i nal rganizati n • parastataJ , in tituti f 

learning. lo al auth ritie am ng ther in tituti n·. The idea was t p I r s urce 

together through m nthly ·a, ings and n lend l ne d m mb r at a minimal int n: t 

rat· and thus emp \ ring them ec n micall '· 

v r tim , the ·e ' ha gr n into lr ng e on mic p werhouses with a total 

aving f m re than Ksh .. II 0 billi n cc rding l a Mini try f Cooperatives 

pu li ali n in 2 8. lnitiall) A Os ere r stricted l a single empl er but recent 

devel pment have seen Lhem taking dc:po its fr m lh public and other employers 

2 



, lh ir lor nt IIi · a\ in, A unl A· ' hich pcrat imilar 1 a 

t mer ial hank. '\ ith u h m· iv m c ·tm nl nd n ~ pu li fun b ing 

in' )lvc I. prud nt liru n ·ial mana , ·mcnt 1 n 

pr par d in · c ·ordanc~ \\ ith lnt rnati 

ary nd finan ·i I tatcmenl mu t be 

Rep rting 

tan gemcnt mu t al·o h able t m nit r th pr gr n r gular 

b ·r • thr ugh th u e r ke financial p r(i rm n e rati s r indicat r . 

1.2 . tat m nt f h Problem 

L II tudie undertak n in thi area have [I cused n mall and Micro enterprises 

and Micr finance in tituti n . A study by Mbuvi (I 8 ) ti cu ed n lhe cau e f 

failu re in mall u ·in in Machak s. Maalu 19 0 carried ut a ca e study to 

e tabli h th fa t rs influencing r c rd keeping in mall- cale enterprises in Ea tland 

ar a f Nair i. A re earch y Wakah I 9 ) tudied lhe p rc i ed relevance f non

finan ial b in d vel pm nt ffere to M whil Kitaka (2 02) focused on the 

u f financial p rformance indicat rs am ng Kenyan M •' . 

w c u h e el ped a 'redi t m n perfi rmance measurement to I known a 

r n m f r Pr tecti n, : ff ctiv financial tructure, s 1 quality. Rates 

r r~turn • nd c t , Liquidity and 'ign · of gr ' th) whi h i · a ct of linan ial r.ttios 

and indic l r ·. ·r hi r ulted fr m 

and .'outh menca. In 20 6, ~ 

ries of studi f credit uni n in b th m ri a 

u arried ut a study in outh Afri a t e tablish 

h w their r rf rman e measurement tool (PEARL wa being u d aid in 

fin ncial management am ng . P 20 ) tudied the implicati n for the 

K nyan financial y t m in whi h he emphasized more n the economic 

3 



tm rtan ·c ,f the > and thu the nc ·e it aJapl a prudent finan ial 

mana em nt · tern 

ne f the ' l! ·tudie ha · I oked t the extent in whi h finan ial p r m1anc 

indicato ar u · d b A ' s in Ken a. fhi stud therefor ught t est blish· 

.. "hat are th finan ial per~ nnancc indi at • u in Ken a . 

Objectiv f he tud, 

id ntify financial p rfi nnance indica! r u d by A 0 in Kenya 

ii) To establish lh relati nship between the u of p rfonnance indicators 

and fllliUlci I p r~ rmance f AC Os in 1(, n a. 

1.4 Importance OfTh tud 

p n c mpleti n of this tudy its findings will be rele ant and of much benefit t the 

fl llowing: 

Management of the 0 - Performanc indicat r an be u ed t help an 

rganizati n t d fine and evaluat ho succe ful it i , typically in term of making 

pr grt: s l ward i I ng term organization I g al . Thi · stud \ ill henc fo11h bring 

lll the best per[! rman ·e indi I r appli able b) any . ' ' managem nt t nsur 

growth and su ·tainable inc me t the memb r ·. 

v rnment of en a: - A ' s timulate v luntary a ing · amongst members 

and pr ide financial a si Lance t members at lower interest rate than c mmercial 

banks. It is in the intere t f the ov rnment of Ken a to ensure that its citizen s 

fun are safeguarded. Re ulting fr m thi re earch the v rnment through RA 

4 



' il he a I· t n '' \ h ·th r pr per tinan ial per mt nc m asure are put in pi c 

ndthen rre ti c:a·ti 

ad m1 r ar h rs and cholar : There i r !itt! literatur if any in the field 

f A cially in th de pmg untri ·. 1 h fl r runner in thi area h ve 

" riuen in d pth ab ut thc: micr nd mall enterpri e ·. rhi r 

hed m relight and form a a r un ation or fllture r ear h. 
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2. 

2.1 lntr du tion 

flu ch pl r pr ·ents a re 1ev.. the literature related t th purp 1.! of th tud . he 

ch pl r i rg nized c rding t the pecific bjecti e in order I n ure rete an e 

1 the re ar h pr I m. 1 he revi undert ken in rder t eliminate duplicati n f 

hat has b n d ne and pr vide lear und r l nding f e i ting kno ledge ba ·e in 

the pr blem ar a The literature r view i bas d n auth ritative, recent, and riginal 

ur e uch j urnals, ks, thesi , reliable eb ite and di ertati ns. 

2.2 Review 0 Empirical tudi 

Rati are u e as pedi rman m asures to e aluat th t1nancial p ration of an 

ntity and have been wid ly accepted and u d for analy i of hi torical financial 

stat ments. Internally, p rfi rmance mea ur s ha been u ed at the end fa peri d to 

d termin if an ntity' bjective have been achieve and to aid in adding value 

(Fr st, 1998). With the d elopm nl of enterprise-wide ri k management RM 

t hnique , p rfi rman c m ure ha b me an integral part f continuou 

monil ring f adh renee 1 1 c rp rate trateg • at all level or an organizati n's 

opemti n (Khandk r and Khalily. 1995). Perfom1an e m a ures tied l trategi · 

plan aid an rganizati n in a ari l r' ays in luding devel ping the •trategic plan 

an lyzing rh a hievcm m or d partmental and corp rate bjective m nit ring 

op rati n b) red nagging daily peralion that have g ne out id ac ptabl 

parameter , charting pr gre s t ward g at , and evaluating empl yee and suppliers. 

6 



hank t' f a/. ( I cl ·en pcrfi rman • m ur ·m ·nt a ne f the ur broad 

d itpl re t I r n effectj ve m n • ·m nt · I em. tret h tar )ct that re achie abl 

and ~air mu t b et 1 must us thte tar ets 

as dri r r b •ha i r and n t ju t lo k at Tt! ults. B, r ·k and Bre er ( 1999) 

n lud that f r management t \ ith ·trategi g it is 

imp rtant to u · the udget 1 mpha ize c re beli E and ritical interactiv controls 

anti th n t I p an int gratetl et f finan ial nd n n-financial m asur to 

e luat pr gre . !lab ur I 97) tales that perf~ rmance m ure take much f the 

gu w rk ut f the planning pr es as a m asured rec rd of pa t performance i 

the b t ind i at r f futur perf! rm nee. 

Aguilar (20 1) in icate that perf~ rmance mea ures must b an int gral part of the 

organizati n' culture and r ward y tern. H state that: the key purpo e f 

erformance management is to aJign th entire rganization ehind the goa l of turning 

the trategic pJan int effective acti n '. mmunicati n hould rve to inform 

mpl yees, t m lve them in the pr ce , and ultimately t emp wer them to keep 

imp! menting hange n n ong ing a i . 

A study by s tr eta/. (20(L) fi und th, t firm that valued intellectual capital u ed 

p r[i m1anc ~ mea ur signi ficantl 111 r t determinte ·alar tncrca , bon use . and 

rr m ti n . '.1 hen p rfi rmancc mea ure are u d as part of an in entiv 

c mp n ·ati n pr gram •ichen and winfl rd (1 7) c nclude that 1 motivate 

mpl yee b ha i r the measur mu t be d vel ped fr m the company' goals, easily 

underst od by the mpl yee andre ult fr m activities that the empl yee can control. 

7 



I· or m l ·t c m nic t!mpl · ar th m st v luabl asSc!t ·. Br ' n ( 1996 indicate 

I lent mpani · h· e a e teJ interc lin maintaining g d r·lati n ·hips with 

their mpl yee . fhe \! a that th mpanic u I me ure empl ye ati fa lion 

incl ud climat urve • [! cus gr up · mplaint/grie ancc pr c · , tre inde , 

a ent •ei m, and tr n fer r qu r anizati ns ·pend material am unt of 

its re ur ·e n pur ·ha ing g d and services, c mp nies can als develop an inde 

f measures l e aluate upplier p rfi rman . Brown I 6) li ts pr du tJ rvic 

qualit cu t mer ati fa ti n price/ alue and pr ce measure t u e a a mean of 

determining th quaJity of a upplier' relationship t the company. 

be useful in the daily f th c mpany, a bu ines plan ha t be tied to a 

buJget that is used to monitor the pr gre toward meeting strat gic g als. £Jar om 

( 1999 suggests that a c mpany need a et f defmed a tivities whi h allows for 

measures be et and r port d again t m nit r pr gres . The Texas's tate 

uditor' ffic pr vide guidance fl r u e of performan e measure fi r the 

m njtoring f pr gre s with the trategic plan. Agencie are required t provide 

quart rl and annual infl rmati n I c mpare a tual p rfi rmance to budgets. The 

r p rt and t a s · p r orman by go crning board and 

, er ight agencie ·. I I a ur I 9 7 tar that nlr I mea ure sh uld he u d h n a 

pr ce. s needs to be kept within pre el rmined level . Providing re p n ible parties 

with immediate fi edback all w fi r arl warning ignal ·o tbal problem an be 

i I ntified and re I d quickly. 

Kitaka (2 2) in hi MBA the is carried out a research who e aim was 1 a es the 

u e of the financial performance indicator among the MFl in Kenya and whether the 
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lin n i I perf nnan e indi ator: · u d are influ n ed the linanci rs 

rh :study rev al d that , t u · v i us linan ial p rft nuan e indicat r and m 

f th m ha e u d Lhes inili at r · fl r ver t n ar . he highly u· d tinancial 

p rf nnan e in i at rs re m ng th rs Arr a · Ra1e dinquent rrowers uick 

Rati and ·~rage urn r f clive L an . The u o th e finan ial performance 

indicators h · lead to impr em nt in thc: op ration f the M • I in Ken a. h tudy 

re ealed that ·Is get funds fr m i er nt ur e . n rs are the large t single 

ource of finance to M ·Is in Kenya foil wed by the elf-Help r ups and Deposit 

mobilization respectively. ther ource of finance include ornmerciaJ banks and 

avings and redit societies. The government does n t offer financial upport t 

MFls a cording t th study. 

It was c ncluded from the study that tber is a relati nship between the fmanciers f 

th MFT and the fman ial perfonnanc indicat rs the MFls u e. Financiers determine 

th type fthe financial p rformance indicator to be used by the particular MFl. 

Various financiers f K nyan micr finance in titutions need to be aware of the 

financial per rmance indi at rs th ir henefi iories u e for this w uld ensur that the 

financial p rformance in li ators u · d b the MFI r ll t -.: hat the fioanci r ould 

prerer. 

2. Per·for·maoce ea ur •ment 

er oc I 89 define p r ormance measurement a· a way f ensuring that r ources 

available are used in the mo t fficient and effective way. The essence i t provide 

~ r the organizati n the maximum r tum on the capital employed in the busine s. 

9 



I· in.tn 'tal p rf nnancc I( r n) cnt1l i r) imp rtant b au manag r nee to 

kn ' h " ·II the or nization i pt:rfl. nning. 

r her arc.: l\ maJ r reu · n · a· t ' hy an bu ·i ne houl ha lin ncial 

p r[i rnum m~ urt!ment (J hn n, I 7). 'I h fir t ne is t pr du ·e financial 

·t tem nl t th right tim . J Ie argu that inf m1 ti n gt n late can n t give 

a . urate pi lllrl! r the rganjzati n fin n ial p ition. ndly, financial 

t tc::ments houll be analyzed t produ infl rmati n ab ut the performance of the 

rganizati n, whi h must b used t improve that p rformanc . F r example if one i 

trying tc lind out whether the portfi li fa l an nd a ing that the scheme is h !ding 

i being effecti el managed financial performance measurements are used. 

I the management f enterprise c uJd onduct their wn mea urement r djagno is 

f the enterprises at regul r intervals management m st likely would gain a better 

und r tanding of h w effe ti ely they have used their resources. The result f this 

p rr rmance evaluation c uld erve as r fer n fl r th m in their future all cati n of 

res ur • · fiJr the 1:!111 rpri 

enterpri an I c n ultanl 

enchm rking i und ubt dl a very important tool for 

fi r e tablishing their g aJ , de el ping method for 

uchic ing the g als. and m asuring s ·t m p rf rman e (Tapa . 1998). Th refore. 

ffecti c h n hmarking p rform nee evaluati n f r 

c ntribulc t efre tive managemenl. 

c uld definit I 

Perf rmanc evaluation of financial institutions particularly commercial banks ha 

re i ed incrca ed au nti n er the pa t e eral year ( eill rd and Zhu 19 9). lso, 

mo t pre i us tudie n eming bank perfonnance valuation focus merely on 

10 



uper. ti nat p r rmance . 'to k p ~rr nmmce. h v e whi h might dir tly 

inlluc:n · the dcci i u uall ign r d. A r ull and ince 

enya perat m n: r le like mmer ial ban 

lending l memb r ) thi p· per trie c n tru t a fin n ial p r~ m1ru1c indicat rs 

v luati n' ilhin Kenyan 

Tht: ev luati n r perati nal p rfi rm nee has alwa been a maj r concern ti r 

ind tries, g ernm nts and a ademe. perational performance n t nly erve as a 

ba is ti r rganizationaJ impr vement and criteria for d tecting pr blems in 

enlerpri e but als as a policy determinant for governments in mapping out rete ant 

measure . H w ver, cho sing a iable m th d fi r effectiv valuation ofperform8Jlce 

is n L an y task. Ther is a su stantial b dy of I iterature discus ing differ nt 

re earch meth ds applied t performance evaluation. 

lluang (1986) defined multivariate latislical analysis as a form of stati tic 

encornpas ing the simultan ous b ervation 8Jld analysis f more than one variable to 

bring out a c nelati nor variance b tween the ariable being nnJyzed. Thi • method 

indudt::s man) different mo I I each with it own t pt: f analysis for e ample; -

Multi arialc analysis of variance ( IAN ) A , Principal mp nenls analysi (P A) 

fact r anal can ni at c melati n analy i , redundancy analysi c rre p nd nee 

anal ·i · rnultidim n ional caling, t quare am ng ther . 

he analytic hierar by pr cess ( hih 2 0 ) is a structur d technique for dealing with 

mplex d i i n . Rather lhan pr cribing the ·correct' decision the analytic 

hierar hy process helps the deci i n maker frnd the one that be t suits their needs and 
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the und r ·tandin' f th pr bl m ba · J on m th malic ami p · h 

pnn id a c mprdlcn h and rati nal framew rk f r tru turing 

fl r r~prc nting and quunti • in, it el m nt r; r r>l ting th 

g I and fi r c lu ting aJt mati e luti n 

era II 

rhe ·uzz t the ry CJ ·ai, 20 0 . in the clas ic 1 s t th r . the member hip f 

element in a ·et i a cs ·ed in binar term· a nding t a bina alent ndili n· -an 

element eith r bel ng r d es n t el ng to the t. y c nrrast fuzzy et theory 

permit U1e gradual ass ment of the membership f lement in a et· thi is 

de ribed with th aid fa member hip funcli n valu in th real unit interval (0, I . 

Fuzzy ts g neralize clas ical et sin e ilie indicat r functions f classical ets are 

special ca es of the m mb rship fi.m tion r !Uz.zy s t . if nl the latter onl) take 

value 0 r I . he fuzzy et th ory can e u d in a wide range of d main in \ hich 

infi rmation i in mpl te or imprecise such as bi informatics. 

According L ai (2000) rey r lati n analy is uses a pecific concept of 

infi rmati n. ll efine situati n with n inf rmation a· blac'k and th se with p rtect 

informati 11 a \ hitc. llowever neither of the e idealiz d situ, Lions occur in r al 

w rid ·itualion . . In fa ·t ·ituati n betv cen thes trcme are de crib d as grey 

haz_ r ruzzy. Therefore a grey st m mean that a y tern in which part of 

information i known and part f information i unkn \ n. r y an, lysi th n c mes 

t a cl ar set f statemen ab ut s tern oluLi n . At n extrem no solution can be 

defined f r a system with 11 informati n whit at the ther e treme, a ystem with 

perfect in[! rmati o ha a unique lution. In U1e middle, grey syst ms will give a 

variety of available olutions. rey analysi does n t attempt to find the best solution, 
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hut Joe~ pr \ide lt=chniqu s f r d t~rmining a g 

or real \\urld prubll.!m . 

·oluti n an ppr priatc · !uti n 

Kaplan nd rt n (2 re-intr du d the c n ·ept f th balanced · r card 

\ hi ·h i a strategi p rfl rmanc m nag ment t I. Th baJan d r <..:ard i a emi 

land rd ~ru tur d r p rt upp rt d b prov n de ign meth d and aut mati n t I 

r taff within th ir 

control and monitor their ns quence ari ing from the e acti ns. The design of a 

balanced sc re card ultimately i a ut the identification of a small number of 

financial and non financial measures and attaching targ ts 1 them, s that when they 

ar reviewed its p sible t det nnine whether current perfl rmance meets 

'P elations. The idea b hind thjs is that by alerting manag rs to areas \ here 

performance deviate from expectations, they can be encouraged to focus their 

attention to these areas and h pefully as a r sult trigger improved performance within 

the part of rganizati n they lead. 

orne f these meth ds may hav already been len wn t the public. Other methods 

were imply h rrowed fr m the domain f industrial study and applied L omm rce. 

• m are still in the embryoni tage. ach of the abo e live m thod an b 

int.lep nd ntl ' applied t e nluating perf rmanc •. H ever, n ne f th m i perle 1. 

Resear her an only cho · a m thod to e aluate p rfonmm that has the lea t 

amount I drawback ~ r ea h study' p rticular situation Therefore· a iable m thod 

for eff eli e e aluati n f performan ·e i aim d, l providing I uti n for is ues with 

multiple variables and targets. 



2A f P rformanc Indicator 

fhe s ·ence alculating and om in up with an ly ·i f finan ial p rfi rmance 

indica! r· (rati ) i t pr vide in(i nnati n that can i entify the p tential r cxi Ling 

probl m . which an lead 1 change · in p li ie r p rati n " hich in turn may 

impr ve th finan ial p r rman . e gerw J (I ) highlight d maj r 

indicat r of financial per rman . Th in Jude- p rtf~ li quality produ ti ity and 

el1i ienc , finan ial viabilit profitabilit , I erag and apital ade uacy and ale, 

outrea hand gr wth. This appr ach i a pted in thi r arch for easy under tanding 

f perfom1ance indi a tor . 

2.4.1 Portfolio Quality 

Woccu (2000) defines as et quality as the main variable that affects institutional 

profitability. An e ce of defaulted r delay d repayment of loan and high 

percentages of other non earning as ets have negative effects n credit uni n earnings 

because these a sets are n t earning any income. Ledgerw od(l 98) emphasizes that 

portft li quality ratios pr vide inti rmati n n lhe percentage of non-earning assets, 

which in tum decrea es the rev nu sand liquidity p siti o of an entity. Vari us ratios 

are u ed to m asure p rlfolio quality and provide other infi m1ati n ab ut the 

p 11fl liu. The are the repa m nt rate , p rtfoli quality ratios, and loan I rati . 

Ledgerwo d ( I ~ ) . tal 3
, that r paymt!nl rar measur the amount f pa ments 

re ·ei ed ith re pe t t th amount due. It i an imp rtant me ure r r m nil ring 

repayment perfl rmance ertime and pr ~e ling future cash n w - becau it 

indi ales \i hal per ntag f the am unt du that is expe ted l be r ceived ba ed n 

Lh past exp ri n . 

n - time repayment Rate = Collection on urrent amount due les prepayment 

T tal currenL amount due 
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Rep menl R t tn luding = 

past tlu am un 

' II ·ti n n urrent am unl du plw; 

r I urrent m unt due pi t du am unt 

In additi n t c ntr !ling d linqu 

earning a l l £al a · t (W 

n t finan b a ing d p its 

instituti ns Is mu I m nit r th rati 

that Lh n n aming 

r dil r mcm ers hare . 

non 

of fund fl r A ha a financial l and u h sa ing dep its n ed t be 

inve t d in pr ducti e as that will earn a great r r tum than the cost f fund . 

Ace rdin to Ledgerw d ( 19 8 tb re are three rati u ed t measure portfolio 

quality, thes are defin d a foil ws: 

Arrears Rate 

Arr 'ars r pre nt I he am unt of loans principal that ha b · me du aml ha n t b en 

recei ed. Th arrears rate pr vides an indicati n of the ri k that a loan will n t be 

repaid, that is the rati f overdue I an principal ( r principal + interest t the 

portfolio ut tanding. 

rrear Rat = 

c ording l Ledg n od ( 199 . Portii li at isk (PAR) r fer t alii ans that ha e 

an mount o rdue. PAR i cJirh· nt fr rn rrear rati b au it 

am unt in arrears plu th rem ining out tanding balan e f th I an. Kitaka (2002) in 

a urvc f the u e of financial perf~ rmanc indicat r by micr financ in tituti n in 

K n a e tab I i h d that th PAR in its rnicr finan 

cti n. Th bank defines P R a the out tanding am unt f I an in arrear for over 

en days divided by lh t tal ut tanding loan balance multiplied by I 00 and i 

policy is t maintain this at b I w 5%. 
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p R 

Th PAR rati reflect the lru ri ·k d lin ucn pr hi m it c n id r· lh 

ull am unt f th I nat ri k thi is parti ularl imp rt t \\h n th • I n pa m ·nt 

r m II nd I n terms ar l ng. 

L dgerw d d fin the rali) Lh 1 im t determin th 

num er r rr w r e delinquent relati e 1 th Jume of d linquenl I an . If 

lh r ariati n in tb ize f the I ans disbur d, it i helpful t kn w wh ther the 

larg r or Lh mall r I ans r ult in gr ater d linquency. If the r tio f d linqu nt 

rr wers i 1 w r than lh port[! li at ri k r th arr rs rate, then it is lik ly that 

larger I an· ar m n:: problemati than maller n . Kit ka (2002 in hi tudy f 

MFl uen y rati gi en pri rity as a per rmanc 

indicator. eri usly delin u nl is the percentage f l an that are 9 day r m re 

delinqu nt r in the pro 

fill w: 

Delinquent B rro ers = 

In a stud of the performan e aluation m del or the · mmcrci, I Bank f r aiwan 

sai (20 ) ob er d that I n I rati · are c I ulat ·d t pr vide t n indi ali n r th 

e peeled I n I s es and the aclu I I ·es fl r the bank. II ft und ut th t lh bank 

u ed I an I s re erve rati and I em I rati . 

h I an lo re erve rati h w ' hat percentage f th l an p rtft li has b en 

r erv d for future lo e . u 20 al empha iz that provi i n f I an I s 

by redit uni ns are the fir L lin f defen e against unexpe ted I to the 
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in tituti n. II wan fl r I an I rt:: e · entia! incc ignals tht t the 

loan ar ri k, thu ' the in tituti n mu ·t 1 · ·i e· ming 1 c r th • p ·ibl 

that m mb r a ing r m in pr teet d. 11 mparing this o r time, the 

bu in ntit n determin h w well the are managing ddinqucn y pr id d the 

ar making ade uate loan I 

hould de rea as th 

Loan I rati 

. It is r mm nded t b at 5% and b I w. It 

es it d linquen m nagement. 

d 

cording to T ai 200 , the loan lo s rati r fleet the nly am unt writt n fT 

during the peri d ne year hen e it i caJ ulated 1 detennin the rate f I n I e 

for this p ri . It provid an indicati n f the lume f a loan I tn peri d 

relati e l a ut tandin . nd r pr tection f rnem er avin s in a 

credit union W ccu (2000 c n id r Joan write ff: n a quarterly basi (i r I an 

delinquent greater than 12 m nths. he practice of writing ff I an is imp rtanl 

because afier a I ani delinqu nt fl r ne year, it i unlikely th in tituti n will re ive 

repayment of that loan and a a result of the write l~ the balance heet will state 

a urate! the value of the in titutions a el . h , v rage p rt(i li ut tan ing i 

determined b adding the p rtfl li ulstanding at the b ginning f th y ar t the 

p rtfolio Ut tanding at th end Of they ar and then di · by the re ·ult · of the tw ;-

oan los rati = 
ri d. 

2.4.2 Produ tivity And Efficiency Ratio 

TI1ey pr id infi nnati n ab ut th rat at\! hich a bu in entity g nerate r venues 

er their exp nse . Yiel nd c dir ctly affect the gr wth rate of an 

in titution W c u 2000 . he intent is for an in tituti n t pay r al rates return on 
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· \ ing and har harg rate n I ;. •r II · ·t an P• 

-alarie for mpl ye . • r cr dit uni n th • mt · · ) rclurn nd · 

mpetitivc 

in i at r· 

monit r the r tum earned n ea h typ I and th • · ·t I ca h type f li bilit . 

L dg rw 

effici n y rati 

9 su ted that by I ulating mJ · mp ring r tlu ti it , nd 

n entit and tennin "h thcr th ar ma imiting their 

u e f re our e . Pr u ti it re 

( utput fur a gi en re r ~t input) whil em n y refer to the ·t per 

unit f output. h rati are ed to mp re per rman ver time and L 

measure 1mpr vement 1n the ntity's p rati n . hi m an branch ( A) 

A with tw r m re br n he can mpar their branche 

to oth r branches and determin where th y might ne d t r duce c s t increa e 

pr ducti it . 

Kitaka (2002) identified that in the Kenyan MFI · the main fl cu n the 

pr ducti ity ause they ar lh f r nue. 

ratios m lude - the num r f active b rr wer per redit fficcr, portfi li 

utstanding per cr dit Oi er, and t tal am unt di ' burs d in the peri d p r r dit 

offic r. F r each entity ther plimal num er client th t each credit f icer an 

manage efT ·ti ely. h n omparing thi rati with c ther entitit:s (or b tween 

differ nt bran h or di ' r nl lending produ within the arne 

ne e ar to tak int ace unt the verage I an term cau e thi gr tl 

c rding t Kjtaka (2 numb r re it fti er can mamtain. 2) redit 

officer are upp sed t I nd manage arr ar and n ure re ery f delinqu nt loan 

thu their asse ment i b d on the quality f their p rtli li . Mea urem nt the credit 

officers perf! rman thu ased n the p rtfoli quality acti I an ) a fi II ws;-



\ Vt:nl 1C num f f tiv = 
I an • ~r r d it fli cr 

th h, n size the maturity of th MFI lient and the ptimal number of active 

I an p ·r ere it fficer. 

rati pe·iall "henc mparingpndu ti it with ther ·I'. hi means that. ifa 

parti ular r ~dJt t1i er i with a p rti uJar MFI er I ng period of tim the 

number r live rr w rs and p rtfl lio u tanding ·hould increas to an ptimal 

I vel, at whi h point gr wth in the number of a ti e b rr wer that the credit officer 

manage h uld be minimized. Thi i ·alculated as ft 11 w : 

erage p rtfoli per 
credit fficer. 

Kitaka 2 2 tate that in ace unting term tl1e am unt disbur ed by a cr dit officer 

fl ' it m (ca h n w item whereas the am unt ut tanding i a t ck item 

aiance heel item). It i imp rtant t di tingui h them b cause lh re ar pecific 

co t a s iated to either r th m. he average p rtll li utstanding rali measure 

th Lock (p rtll li utstanding i.e. th now f I an di bur ement . As li nt take 

ut addition I I an ·, b th the p( rtll lio ut tanding nd the t tal am unt di bur ed per 

·r lit rtict:r ·h uld incr a 1!. pr id d the clients require larg r I an amount r th 

·I i p rating in an inflati nary envir nmenl. 

T tal am unt di burs d = 
per p ri od per cr dit ol1icer flic r . 

Efficiency rati mea ur th pr iding rvice loan to gen rat r enue. 

hi i al referred t as per ling c ts. edgerw d I 98) states that op rating 

cost an broken down t measure the efficiency f specific c st elem nt such as 
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·al ri and eneti , •s ·u ·h rent. and utiliti' , r t el. 

Hung (I ) in tud p r[i rrnan ·e u ·fine 

in imple t nn the perating xpen e di ided y it 

revenue . It pro ide an indi ati n f th th lending p rati n - al 

call d effici ncy indicat r. 

perating c t rali = 
tan mg 

Ace rding to Huang (I ) it i ad i bl f r a bank I maintain perating o t 

rati t betw en 15% and 21% f the average loan p rtfoli and between 5% and 

16% f their a erage t tal as ets. Kitaka (2002) in his urvey of p rformance 

in icat r among MFI's in Kenya fi und that many M •l's have alaries and benetit 

running etv e n 4% and 16% ut tanding. Th variation i 

depend d n them d I u d. the density of the p puJati n, and U1e alary le el in the 

c untry. 

fits I a erag 
utstanding ratio. utstanding 

F r a ucce ful entity efficiency rati sh uJd b decrea ing ver tim . Thi mean 

the di burs d am unt and th a erag portfi lio ut tanding appear t gr w at a 

gr at r rate than c ts. 

2A.3 inancial iabiJit 

Lin ( 19 8) in hi tudy of effici nc ev Juati n in Tah an securitie d fin 

lin n · i, I viability a lh ability fa compan to g n rat ufficient in m to meet 

p rating pa m nt debt commitment and wher applicable t allow gr wth while 

maintaining ser ic le I . To determine finan ial iability, elf-sufficiency indicators 

are required which are in two le el - t11e p rati nal elf-sufficiency and financial 

elf-sufficiency. [t hould be noted h r that if an rganization i not elf-sufficient, 
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tht: ub id ependence inde an be calculated to d tennin the r t at whi h the 

entity interest rat needs t be in r d t c er the nm I vel fc t with the arne 

rev nue a e I an p rt~ li ). Finan ial via ility can b ~ d 'hmnin d b u ing th 

operat i nal elf uffi ·ienc finan ial elf ·utlici ncy an gearing rati . 

etling out me fits ffi ien y rati , the W c ·u ha · me up 'A-ith the p rati nal 

·elf unicienc which it tate that a redit uni n mu t b generating n ugh 

operating r enu t 

perati nal 
elf-sufficiency 

ver per ting exp nse , finan ing c ts, and the pr vi ion [I r 

n [I r I an lo . 

It i important to note that if a red it uni n does n l reach perati nal elf- fficiency, 

eventually it equity (loan-fund capital will be redu d by losse unles additi nal 

granr can be rai ed to co er perating h rtfalls . hi means ther will be a maller 

am unl f fund t b rr wer . o incr ase its elf- ufficiency the cr dit uni n must 

either incr a e its yield (r turn n as e ) or decrease its expen (tinancial c st , 

ses, or p rating c ·ording L Lin ( 199 ) linan ial elf-

surticienc indicate whether r n t enough r v nue h n earn d I c v r b th 

din; ·t c SIS. in ·luding linan ing costs. provi i ll r r loan I . ·es. and p rating 

Financial 
ell'-surfici ncy 

= 

lie c nclud that fi r a u cessfuJ entity, this rati must show an increasing trend. In 

ri k analy is gearing ratio is a financial rati that c mpare orne form f wners' 

equity to b rr wed funds i.e. leverage. II ins ( 1980) the higher a company s degree 
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f le rage th m re th · mpany 1 c n ·id red risk . mp ny ith high gc:aring 

m re uln ruble t a tl wn tum in the businc · cycle be mpan mu t 

rvi e it debt regad lc: r h b c.J le p rti n r 

a u hi on ntl i · en a measure ring rati 

m th d gree t hi h a u me relies n temal funds (b rrowed fund ) r r 

its c nlinu perati n an n I nc.Jing t members. aring rati will able t 

cal ulate the xt nt t which an entity r quire to b rr w t e rn a r tum u Ito lh 

opp rtunit c t f capitaL 

A gearing rati f zero me n that a busine ha a hi ved financial self-sufficien y 

wh reas a rati of 100% mean that a d ubling of the average n-1 nding intere t rate 

is required if 1 an · ar t b elimjnated. A g aring f negati e alue mean full self-

su tainability and pr fit ru menl. earing rati is calculated fl II ws: 

G aring Ratio = Long term debt 
hareholders uit 

Long term de t wi II include the ntity's xt mal borr wing f p ri d ab ve ne y ar 

" hile hareh ld r equity i all th mem er ' aving in th ca e fa ac . 

2.4.-l Pr titahility Ratio · 

Profitability r ti m a. ure an entit_' net inc me in r lati n I th ·tru lure r it 

balance sh el (Frost 1998). Th • rati h lp the in e ·tor and manager in 

tl t rmining ' h ther th y ar earning an ad qu l return on th rund in e ted in th 

usines . Examples include- r turn n as et (R A) r turn on bu in (R B), and 

return n equi t R ). Fr t 199 describes return n a ets a the p rcentage that 

how h w pr fitable a company asset are jn generating revenue. R A is an 

indicat r of h w profitable a c mpany i before le erage and i c mpared with 
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c{ mpanie · in th m indu try .. in • the figure f r the t tal a·· t of the mpan · 

dt:pend n th arr ing alu th • a· ·et.s m · ·auti m 1 • required for mpanie 

arrying v lu rna n t • rr pond th · • tu l market alu . h n 

alculating R rather than perf~ rming 

the rgani?J: Li ing me n it l tal linan i I per~ rman c, including 

l purcha e t), r in est in I 1d and building r e uriti 

The retum on l tal as ·et rali h w th mpan_ i · p rfl rming r lati e t all 

as ets in luding non-productiv a et su has fixed as et • r land and pr p rty. 

R turn on A s ts = Net Inc me 
Average t tal a ets 

The importance f anal zing thi rati i. Lhat it will impr e the ability fan entity to 

determine the revenue impact of p I icy changes impr v delinquen y managem nt or 

th additi n f n w produ t . The R turn n usine • rali i important because e n 

MFT' mobilize deposits a a large part f their perati n Ledgerw d, 1998 . R B 

is dir ctly afTecL d by th capital tructure f any M J s. If the maj rity fa MFI's 

as et are fund d by equity, th r turn n the bu ine s J el will b misleading and 

h uld n t b calculated. n th olher hand if a MFI' i a ·ting a a true financial 

im rm diary n funding its loan p rtf~ li ith lienl vmg th return n bu iness 

rati ma · be u fair~r rati l ·ompare' ith ther than the return n 

a l ratio. rage business ba e is btain d by umming a et and liahilili and 

th n dividing by t (Ledgerwo d, I 9 ). 

Retutn on I u ine s = 

Fr t ( 199R) states that R E measures the rate f return n lhe wner hip inter st 

hareh lder equity) of the c mm n stock owner . Il measures a firm' ffi iency at 

th g nerating rofits fT m every unit of sharehold r equity. It sho s h w well a 
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m n ' u' tn e tment fund · t general e ming · •ro\ th. 1 hi· rati pr ide· the 

man gem nt an in e t rs \\-ilh th .tc return •am ·d on in e ted uit . It 

me ures th r turn n fun that re wned hy the memb r , th · compan nd it 

calcul t J a fl II w : 

R tum n quity = 

It h uld b n t d that m t u ine entiti s targ t high R • th ugh thi 

innu nc d by th intlati n rate in the particular untr . 

2.4.5 Leverage And apital dequac . 

L erage reti r to the extent t whi h a firm rr w m ney relativ t its am unt f 

hilling an em bilized r m mmer ial urces hilling o ned by the 

entity. verage tate the r lation hip f funding as l with debt versu equit . A 

tirm · leverag i measured by caJ ulating its debt t equity rati . hi rati te 

h w much debt a firm ha relativ 

Debt to _.quity Rati = ebt 
Equity 

equity. 

he d gr e f le erage gr atl affi ct th return on f tirm. n entity 

that i · more highl) It:\ ·r d than an ther v.ill h \ a high return n equit . all ther 

thing remaining on tanl. 'apital d qua y me n that there i a sufft ·i nt I I f 

capital requir in ab ( rbing the r t ntial lo. ·e while pr viding finan ial 

u tainability. ccording l the ace ietie A t (20 }, ne r quirement i that 

aJJ A hav t maintain ufficienl capital t c ter (; r d p ilors funds and such 

funds hall maintained under the Dep it uar nt ·und. The main purpo e of 
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t: tabli hing nd me urmg c pit 

in the rg nizati n. 

, pi tal t ri k-\ eighted ·et 

r a fim1 i - t ·n ·un: th r 

r hi rati n e be cal ul t d n icall t dct nnin the le cl f a apital 

111 firm. a finn gr w nd pre um bl) in re · it le erag , thi · rati 

willllecr ase r tim a!) th rganizati n takes ad ant g fin re · l b rr wing . 

2.4.6 cale, Outreach And rowth . 

In hi urve f th Kenyan M • L Kitaka 20 0) n ted that al refers t the 

numb r f client served with difli r nt typ s f in truments while the d pth of 

utreach r fer t th type f clien reached nd their I I fin me. Th indicator 

of utr ach are both qualitativ uantitati . Th y ar simple to collect and 

pr ide a g d measure of cale f ulrea h and g d pr xie for depth f utr ch. 

The indicators can be weight quantified and pri ritized a c rding their 

rele anc t a particular rganizati n. 

T evalual the succe ful utr a h f a redit uni n it i useful t tra k th e 

fthe rganitati n. 

Kitaka (2002) i entifi d the an u · utn~a hindi at r · a· u db the K n an M ·I 

Fir ·t. it i · imp rtant t e aluat the numb r f client p r taff. 1 hi i the num er of 

client r m mber which r und r lhe rnanag men! fa p rticular taff. IL i further 

br ken d wn r asses the numb r f worn n a a percentage f the t tal clientel 

·erviced and al o the num r f w m n as a perc ntage oft tal b rr wers p r taff. 
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ec nd. there i th I an utrt: h \.\'hi ·h · · th number f urr nt a ·ti 

borr \ er again t th t tal balan ut ·tanding 

p rtf li . Th main aim f the I n utre ·h me! ·ure i t c aluat the numb r or 

eli Ill wh ha e loan and pr ba ly understand \ h th rc ·t of th eli ·nt · nrc n 

rrowing. 'I hi s i b cau m t f th MFJ' in 

Third, th 

again t th 

ulr a h I k at the t tal alance r volunlar aving a c unt 

tal annua l av rag It al evalu te the number curr nl 

voluntary sa ing clients and th valu f fund in an a era e a ing a c unl. hi 

measure help define the avings culture betwe n m m 

2. , ummary . nd on clu ion 

The re iew f literature covered the multiple wa c mpanj and inslituti n ar 

u ing p r:fi rmance measures thr ugh ut the rg nizati n in Lh ar as f trategic 

planning, m nit ring operations valuati n f mpl y 's w rk and sati facti n with 

th compan . 

fhe str nge t indicat r f u co perfi rmance measur in th organizati n ar in th 

, hi vemenl f rp rat trategy al all I I · through ut th organization. Link d t 

this. c mpan) at the m t senior I 

, 1 man I I · are all v. lual d with perf rrnance me, su re and indi idual empl y 

indi ating th ir ·uc 

strat gH! . 

in a hi ving staled rp ralt: aml departm ntal g al and 

imilarly, comp n ation and b nu ft r the e same individuals ar innu n ed by th 

r ult of thes arne perf~ rrnan measur . This c mbination of linking attainment 
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f c r rate and departn ental g al anti ·tratc • ·, fin n ial • aluati n nd 

mpen ati n and regular m nit nng r n- •oin • pen ti n i · c 

e p ctati n that p rfi rmance me ur help rg niL.ati n mana •e ri· n ·e · tn 

achieving tat d corp rate g al . 

Further r ar h c uld pi re the u e of finan ial p ·rf rmance mea ur s r r the 

achi vernent f stated strat gy m nitoring f p rati n · and the evaluation of 

empl ees by the ize of th c mpan r indu tr . er ice-bas d r pr u ·t-ba d. 

AdditionaUy under tanding wh ext maJ b nchmarking u ed les · ften than 

internal b nchmarking would help r searcher under tand h w rg niz.oti n e tabli h 

their strategy and annual corporate goals. Finally the gathering data t a any 

links between the use of performance measure and ri k rganizati n 

w uld be a pr priate in thi era f nterpri -wide ri k manag menl. 
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R H 

:u lntr duction 

IIR 

H 

hi chapt r aim at d fining the r ear ·h d i n and m Lh d I gy t b u ed in the 

1udy. It pre ~ent a d ripti n f th tudy d ign. target p pulati n sample ·iz , 

data 11 ti n in trument and pr cedure . h finding rom the r ·ear h r 

tabulat d and analyzed using peci t t I to an w r H1 pr blem filie tudy. 

3.2 Research D ·ign 

T und rtak th tud , a de cripti e re earch design was u ed. ccording to Kumar 

(2000). de criptive re earch design i a cientific study i ne t de cribe a phenomena 

or an object. This kind of tudy inv rigor u r earch pi nning nd execution 

and often inv lve an ·wering re earch qu sti n . It inv lves an exten i e w 11-

fl cused literalur re iew and identifi ati n of the existing knowledge gap. h 

method i prefi rred as it p rmit gath ring f data fr m th r p nd nts in natural 

s tting ·. 

J.J ht! Pc;pulalinn 

Rumar (200)) e crib s popul· ti n a · a com pi t ~ f indi idual ca s or obj L 

\.\.ith some comm n obs r ahl charn teri tic . The p pulati 11 of thi tudy incJuded 

all at:liv . 'I\ ' ' s p rating in Kenya. which ar regi ·tered b the Minj try f' 

perativ numb r sto d at 3,-0 as at 01
h June 2010. The 'o-

perati es 

cietie and 

ietie ct ap 490 Law of Kenya) r quire that all c - p rative 

s h uld file th ir annual return by 3 111 Apri l ev ry year after 
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the h ld their annual ~enentl me un urin l th er·hip i 

uppc · •d r d the udite linan i I r rt uf the immedi It: p t year t > the memb r 

wh ith r ad pt r reJe t th · ·tatem nt . I hi dir · ti · v.. ~ und 'riti in thi 

r • arch as it s pe ted th t th • m t current dat •f · ' · and their nnual 

return for 20 l le at th mini try h dqu rtcr · in ir hi. In dditi n to 

that th A ntral an gem nt mmittc and Lher t f in th !inane 

d p rtm nl ha e th rei ant infl rmati n for lhi tud}. 

3.4 ampling 

inislry f rati e el pment and Mark ling etas ifie Kenyan fhe 

A into tw gr ups· rural and urban. r m ea h of the tw trata a 

repres ntati e ample f 25 • A ' was ele t d u ing the y temati rand m 

ampling pr edure. he target wa a t tal f- fr m the tw gr up and 

thi ensured that a fair chanc is gi v n t each f th cia i fi nd r the imple 

rand m ampling m th d ub mpl ch n fr m a larger set 

p pulati n . ·ach individual i and entirely by chance uch that 

each indi i ual ha the arne pr ba ilit f being ch n at any sta~e during the 

and ach ub t of individual ha the arne pr bability r b ing 

ch , ·l!n for th~ ·ample a · an) othc.!r ·ub ·ct. l'ablc . I hd v. pre ent the ·amp it! izc. 

izc 

3. Data collection to 

mi- tru Lured que ti nnair were u ed tn data lie lion. 1e questi nnaire 

f t ecti n • ecti n l and cti n ll. eclion I c nsi ted f items 



pert ining t pr file f the r nd nt an th ir r ·pe ·tiv 

c nsi te I f items p rtaining t the ~c tivc:· f the ·tud ·. The pr • dure u d in 

coli tion of primar d ta ' as thr ugh di ·tri ution the que tionnairc that i 

dnpping and pi king questi nn ir s fr m r ·p ndent • at th ir m t con nient tim 

that w • . agr eabl t b th partie . 

n nt in ea h r the was th h a f lin n fun ·tion r any f 

hi h r a i tant · and wh re the 1 run ' a ' ntral Management mmitt 

then the lr asurer was the re p nd nl. It was expected that the p r nnel in tl1 a ve 

categ ries have an under tanding in finance, have acce s t me f the ace rec rds 

and could press in confidenc the p rformanc of the empJoyee over a pecified 

period of time. This enhanced the reliability and validity fthe data c llected fr m th 

r spond nt . 

econdary data fr m th s le ted ample of A 0 w btain d whkh included 

th latest c udited ftnan ial tal ments. A menti ned earlier, it i a statutory 

requirement that all A s in Kenya file their retum by th 30th Apri l with th 

Mini try of ' -op rative und r A RA. Th e return includ among th rs th 

pre iou . ·e. rs audited finan ial st tern nts. Thi m an that th information wa 

readily available with the Sacco rat th linistry headquarter in Nairobi and thu · it 

' a n t a h llenge btaining thi ata. Fin ncial tatement w re n::sour eful in 

identifying Lhe financial indicat r pplied b the ' 

3.6 Data naly i 

The collected data fr m the que ti nnaire and ec ndary urc was syst matically 

rganized in a manner to fa ilitate analy is. Data analy i involved preparation of the 
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c llect dat - ing, itin, an le ning f datu n th t it ma 

• tali tical Package f r 

int pr gram ped into a latah · • and hen c nal z d. 

P i pr ferred because it i } tematic nd c crs l ' id rangt: f the m J 1 

mm n ·tali tical and graphi , I d ta naly i . 

The data p rtaining to pr file f th re p nd nt and their rc p ti c 

wa an lyzed u ing content an per and chindler (2 5 tate Lh ntent 

analy i may b us d to analyz written data fr m exp riment , rvatio ur y 

ata p rtaining t the f the study w analyzed 

using descriptive tali ti , which included measure· f c ntral t ndency mean 

core ), m asure f disp rsi n (standar deviati n and mea ure f frequcn 

among thers. Ac rding t Mug nda and Mugenda ) d riptive tati ti s 

enabl meaningful de cripti n fa distri ution f score r mea ·urements u ing a few 

indic r tali tics. Mea ure of entral tendency ga e lh expected sc re r mea ure 

from a gr up of c r sin a tudy. M ures f varia ility, uch as tandard deviation 

inform d th analyst ab ut th distributi n r re ar und the mean f' the 

di tributi n. Fr qu nc i tributi n hawed a rec rei f the number f tim a c r or 

r ·ord , ppear ·. 

In n.kr t tabli h th r lati n hip belween th p rr rm nc indi at r and finan ial 

performanc of s in K nya, a c rrelation f variable ' as und rt ken. The 

linan ·ial p rforman e indicat r were subje t d I a fa t r anal i · th indi idual 

item (financial p rforrnance indical rs) were I aded with iffering tr ngth nlo 

eral id ntified fa tor . Th fl ur actors identified' er mp ed fth financial 



per rmance indical v.ith the highe t fa t r lnadin • ·. 'I hu . t!a ·h t: ·t r was 

identitied ' different et of finan ial performance in licator . 
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II P R R 

R D 01 

-l.J lntr ducti n 

he study utilize mbinati n f th qu ntitati and qualit ti e 1 chni U~;; in th 

lie ti n f data. • he stu targ ted 5 ing nd redit cieti sin 

Kenyn. Th ffi er ga their an the r lev, nt tl umentati n 

relating t the bjecti e. f th tu y. ul of the -o ue ti nnair that w re 

distributed 42 questi nnaire were r tum d 4%) re . h data 

was analyzed by employing descripti p rc ntag frequencie and 

tables. tatisti al Package for cia1 ci nee ( was u ed to aid in analysis. The 

re earcher preferred P because of its ability t c er a wide range f the most 

c mmon stati tical • nd graphic I d ta analysi and i · ery systemati . 'omputali n r 

frequenc ies in tables charts and bar graphs was u ed in data pre entation. tandard 

de iations were mputed l 

c mputed to sh w measures of central tendency. Th informati n is pre ented and 

discuss d as per !:he objecti e and re ear h que tion the rudy. 

-t.2 Gack round Information 

f hi s secti n pr~ nt a summary of linJing ' perr ining t the pr Iii r r sp ndents 

and th ir respecti organizati ns. 

-t.2.1 P ri d Th 0 H a B en In r • i tence 

fhe rcsp ndents were asked to gi the number f year that their A has been 

in op rati n in Ken a. Re p ns are ummarized and pre enl d in table 4.1 elow. 
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1 r qucn r a lid t an • tandarcJ 
p r nt cJ iation 

2 4. 
7 I .7 
JJ 78.6 
42 J 0 

h finding 111 table 4.1 that maj rity of the re p ndent .._· 

{78.6%) ha e b n in ration or m re than 16 car 16.7%) f the re p 

have be n in perati n r r tween 6 and 1 f the 

r sp n ents has en m operation for b twe n l and 5 year . The mean c re was 

.., .74 whi le the standard deviation was 0.54. The finding indicate that at least (95.2% 

) f the re pond nt A 0 have been in peration for a eriod exceeding 5 years, 

which is I ng en ugh ru1d the re ponses to the tudy were thus expected l be 

obj ctiv . 

4.2.2 Length Of Time Respondents Had Worked fn Tbe acco 

Re pondents wer a ked to give the period they had w rk d in their re pective 

A C s. Reponses are swnmarized and pre nted in ta le 4.2 bel w. 

had worked in tbe 
Valid 

2 
4 ----
14 
12 
10 
42 

tandard 
deviation 

1.11 

Th finding in table 4.2 ab h w that (33.3%) f th re p ndents had w rked in 

th ir re pecti e A Os for between 6 and I ears, 2 . %) of there p ndenls had 

w rked for between I I to 15 years, (23.8%) of th re pondent had worked for more 

than 16 year 9.5%) of the re p ndents had worked fl r between 1 and 5 year and 
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nl. 4 °'o f th re ndent h worJ... d [I r Je th n I ur. I h m ·un • rc was 

".:1 \\hil • the ·tand·trd d \ i ti n wa I. II. Th fint.lin . that ( 5.7%) of the 

· f r · I I ' ·t ear . ' hich is 

I ng en ugh fl r them t pert1ti n f their r aniaHi n . h 

re p ns w r thu e pe t d 1 ~ecti e. 

4.3 fi inan ial Indicator · ed nd r dit ( acco In 

Ken a 

his ecti n pre n a ummary of find ing p rt ining t the bjecti e f the tudy. 

4.3.1 e Of Financial Performance Indicator By In Kenya 

In order t m t th fir t bjecti e f th tudy, 'to id nti fy financial perf~ rmance 

indicator used by A 

are ummariz d and pre ent d a [I II ws. 

4.3.1.1 Preparation Of Financial Reports 

Resp ndents were asked whether they prepare financial reports re p ndent are 

ummariz d and pre ented in table 4.3 below. 

Table 4.3: Pre 

·n\e finding in table 4. aho e ho"' that all n: ·pondent •• 

rep rts. 

4.3. 1.2 Typ f inancial Report 

Mean tandanl 
deviati n 

l.OO 0.00 
----' 

· pr pare financial 

R p nd nt ere asked t spe ify the t pe of finan ial rep rt · that th y submi t 

ummarized and pre ented in table 4.4 el w 
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d iation 
-t·---t-

---~ •oo __ _ 

The finding in table 4.4 a c ho"' th tall r sp nd nt A s pr par b th pr fit 

& I , nd b lance heel r p 

4.3.1. P riod f Preparing Finan ial Report 

Re p ndents were asked how ften they ·ubmil the financi 

ummarized nd pre nt din table 4.5 I w 

Table 4.5: Period of submitting financial reports 
Frequenc of tbe financial Fr quency Valid Mean Standard 
reports preparation percentage deviation 
A quarter yearly II 26.2 -
Half yearly 13 31.0 
AnnuaJJy 18 42.9 
Total 42 100 2.17 .82 

The findings in table 4.5 show that (42.9% f there p ndenl A prepare their 

finan ial rep rts annu II 1.0% fth rep nd nt A prepare th ir financial 

(26._% of the re ·p ndenl pr pare their 

financial rep rts quarter! . 

-tJ. I A Financial Indicator 

Re poncJem. ' ere asked ' helher th ) us financiaJ indicat r t their 

Total 

ummarized and pr scnted in tabl 4.6 b I v. 

Valid 

42 

6 

tandard 
deviation 

1.00 0.00 



I h lin ing · m th l bl 4. • h \! that • II r · mdcnt · u • fin n ial 

indi att r_ 

.t . . t.: 'P f inan ial lndi tor · 

In rd r t a · e the u ·e I indicat r , n: p nd ·nt · were a k d t tick v. hi h 

r indi at r lh u ; re ummariz d n pr ented in bl 4.7 

bel '' · 

bl .t 7 . I P rf . (r a . : manc_Ja ~~ orm~nc~ 1n 1cat:Q_r~ .----------
inan ial P rformance Indicator · Ye No Mean Standard 

deviation 
Repayment rate Frequency 42 0 1.00 0.00 

Percentage 100 0 
Arrears rate Frequency 37 5 1.12 0.33 

Percentage 88.1 I 1.9 
P rtfl li at Risk (PAR) Frequency 40 2 1.05 0.22 

Percentage 95.2 4.8 
D linquent b rr wers _f_!equency 38 4 l.IO 0.30 

r---
Percentage 90.5 9.5 

Lan l s r erve Frequency 39 3 1.07 0.26 
Percentage 92.9 7.1 

Loan I ss rati Frequency 40 2 1.05 0.22 
Percentage 95.2 4.8 

1\v rage number f a rjv Frequency 37 5 1.12 0.33 
loans Percentage 88.1 11.9 
Average p rtfoli per credit Frequency 30 12 1.29 0.46 
officer Percentage 71.4 28.6 
1\ ti e licnt per bran h Frequency 12 30 1.71 0.46 

Percentage 28.6 71.4 
f---

Frequency 36 1.86 I er ntage of female li nt 6 0.35 
Per ntage 14.3 85.7 -
Frequency -36 ' Vnluc r ul l .·a vi ng ace unl 6 1.14 0.3" 
Percentage 85.7 14.3 -·-- -

'a ings p r branch (if an ) Frequency 7 35 1.83 0.38 
Percentage 16.7 8_].3 
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' ntinued 

lndi ator 

pt;r Frcqu nc 

14.3 
I 
2.4 
2 1.05 0.22 
4.8 

Annual gr 3 1.07 0.26 
7.1 

Annual gr itors 1 1.02 .15 
2.4 

caring Rati 7 1.17 0. 8 
16.7 

(a) Repayments rat s 

With respect t repayments rate , all respondent A indicated ye ' 

(b Arr ars rate 

Witl1 re p ct t arrear , maj rit f the re pondents (88.1 %) indicated "yes, while 

only 11 .9% fth re pondent indicat d "no'. 

(e) P rtfi li at Ri k PAR) 

\ ith re;,pe t 1 pon~ lio at ri. k (P R). majnrit of the r p ndent (9-.2%) indicated 

'"yes .. ' hik nly 4.8% fthe re p ndent indicated ··n •·. 

(u) elinque::nt borrow rs 

With r sp t L delinqu nt b rr w rs majority r th rc p nd nt (90. -%) indicated 

"yes··. and ( .-%} ofthe r pondent ·indicated ··n >' . 

(e) Loan loss re ·erv 

With re p ct t loan lo s reser e majority of there p ndents (92. 9%) indicated ··ye ' 

~,: hile 7.1% of the resp ndent indicated "n . 
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f) n I rati 

\ i th re p l t I n I rati , m ~ rit f Ult; r ·p ndcnts 9 .2% incti • ted ··ye ' 

and nl 4.8% 

(g) v rag number of live I an 

With re e I l a erage numb r maj rity f the r ·p nd nts 8.1%) 

indi ated ··ye ., and ( 11.9%) r the re p nd nt indi ated "n " . 

(h) erag p rlfl li per cr 

With r spect t av rage p rt li p r cr dit om r maj rit f lh re p nd nt 

(71.4%) indicated '·ye and (28. %) fthe re p ndent indicated' n '. 

(i) ctive lienl · per branch 

With re peel t active clients p r branch maj rity f the re p ndents (71.4% 

indicated "n an (28.6%) fthe r p nden indicated yes'. 

G) P rc ntage of female client 

With respect to p rcentag of female li nts, majority f th r p ndent (85.7% of 

there pondents indicated· no' and 14.3%) fthe rep ndents indicated "yes . 

k) Value r all avings ac · unl 

With resp ct 1 value of all aving ace unt , maj rity of the respondents (85.7%) 

indicated 'ye "and(l4.3%)oflhere p ndentsindicat d 'n ' 

(I aving per branch 

With respect to savings per branch majority of lh r spondent (83.3%) indicated 

n and ( 16. 7%) of the respondents indicated ye . 

(m) T lal amount di ur d per peri d per credit fii er 

With respect to total amount disbur d per p riod p r r dit offi r, maj rity of lh 

respondents (RI.0%)indicated"n cnd(l9.0%)oftheresponclent indicated"y s . 

(n) p~::ra ting c sts 

With respect 1 perating nd nts (92.9%) indi ated "yes 

and only 7.1% fthe r nclent indicat d ''n '. 

(o} Qui k rali 

With r specl t quick rati . maj rit f th re pondent 0.5%) indica! d · y and 

nly (9.5% f Ule re p ndenl indicated '·n . 

(p) Net inlere 1 margin 

ith resp cl t nel interest maj rity f the r sp ndents 95.2%) indicated ye " and 

only (4.8% fth resp odents indicat d "n 

(q) P rtfolio outstanding rati 
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ith re pect tc p rt~ li l ut Iandin • ra11 majorit f th n: ·p ndcnt (8-.7% 

indicated .. y · and (14. 0/o) fthe re·p ndcnt · indic h:d ·n . 

(r 

With 

indi at d ·· 

• maj rity r the rc p ndents ( 7. %) 

f the r p n ents indi ·~ ted ··no·. 

(s 

With re p ct t financial 'd -suflicien , maj rit f the resp nd nt 5.2%) 

inc.Jicat dye and nl (4.8%) fth re p ndent indicated ·n . 

l) Annu I gr wt.h in mg 

With re ect annual gr wth in a ing maj ril f the resp ndents 92.9%) 

indicated 'ye ' and (7.1% of the re pondents indicated ··n ' 

(u) Annual growth in deposit rs 

With re peel t annual gr wth in d p maj rit f the respondents (97.6% 

indicate ··ye • ., and nly (2.4% f tl1 respondents indi ated 'no'. 

(v) G aring Rati 

\; ith r p t t g aring r tiu m J rity fthe respondent. 83."%) indi at 'y "and 

onJy (16.7%) ofthe re pondents indicated n '. 

4.3.1.6 Othe r F inancial Performance Indicator · 

R pondents were a ked whether th y use ther fi nancial indicat 

summarized and presented in tabl 4.8 below . 

T bl 4 8 0 h fi . I . d" t a e . . t er mancaa per ormance m aca ors 
Other financial performance Frequency Valid 
ind icato rs Percentage 
Yes 0 0 

}lo 42 100 
Tota l -42 100 - - -

Mean Standard 
deviation 

2.00 0.00 ----

fhe findi ng in wble 4.8 , b e sh w that n ne f the re p ndent u e th r linanci, I 

p rformance indicat r 

-4 .3. 1.7 u peri ri f Perform a nce Indicator 

Re p ndenl ere asked wheth r lh c nsider me performanc indicators as 

uperior than others re p nses ar summarized and pre ented in tabl 4.9 bel w. 
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he finding in tabl 4.9 ab e h w that all re p ndent me per~ nn n 

indicator ur rior than lhcr . 

4.3. 1.8 Period f ing Performance Indicator 

Re p nd nt were a ked if lh ir A ' 

ummarized and pre ented in th table 4.JO bel 

T bl 410 P . d f . d' a e eno o usmg per ormance m tea tors 
Period of u ing Frequency Valid Mean Standard 
performance indicators percentage deviation 
Less than 1 year 0 0 
Between I and 5 years 0 0 
Above 5 years 42 100 
Total 100 I 100 3.00 0.00 

The findings in table 4.10 ab e h w that all rep ndents used performance 

indicators for more than 5 year . 

4.3.1.9 Financial Performance 

Re ·pond nts were a k d whether the u e f financial per~ rmance indi at rs 

determine U1 ir financia l perf~ rmance re p n es art summarized and presented in 

tahll' 4.1 I below. 

'fable -t.ll: Financial performan~e 
Finan ial p rformance Frequ n y Valid Mean Standard 

percentage deviation 
Yes 40 95.2 

No 2 4.8 
Tota l 42 100 1.05 0.22 

he findings in table 4. I I ab v sh ws that majority of the responden (95.2%) 

indicated "yes" and only (4.8% filie respondents indicated "no". 
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4.3.2 n h • Performan • lndi awr: .\nd Financial 

In rd r t m t the e nd e or the ' tud • '·t ·tabli h the r •lati m ·hip 

n_ a" 

h · compar•d with 

mp titor oth r A s) n th ba i f li ted perf nn n ·e indi at rs r ult 

f u ·ing the ari u linan ial indicat r ver the m ·t r cnt thr e c r p ri tl . fhe 

re pon es ar swnmariz and pr nt d as fi II \ s: 

Table 4.12: Total Revenue Growth 
Total revenue grO\ tb Frequ ncy Valid Cumulative Mean S tandard 

Percent Percent deviation 
Lowest ( 1-20%) I l 26.1 26.1 
Lower (21 - 40%) 7 16.7 42.8 
Middle (41 - 60%) 4 9.5 52.3 
Next (61-80%) 5 12.0 64.3 
Top (8 1 -100%) 15 35.7 100.0 
Total 42 100.0 3.22 1.69 

With respect to total revenue gr wth, 26.1% f th r p n ent in ii ated that their 

A COs belonged to the lowe t bracket ( 1 - 20% ), I .7% the re p nd nts 

9.5% of the re pond nt . A s bel ng d loth middl bra k·t (41 - 60%, (12.0%) 

or th respond nt banks b longed t th n t brack t (6 1 - 80%) and ( 57%) of the . . 

r st ondent b I ng d to the top bracket (81 - I 00%). 

Table 4.13: Total Asset Gr·owth 
Tota l As et G rowth Frequen Valid Cumulative M an Standard 

Percent Percent - deviation 
1: 

Lowest ( 1-20%) 2 4.8 4.8 
Lower (21 - 40%) 8 19.0 23.8 

Middle (41 - 60%) 8 19.0 42.8 

Next (61-80%) 9 21.5 64.3 

Top (81- I 00%) 15 35.7 100.0 

Tota l 42 100.0 3.69 1.24 
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\! ith re pe I I t tal · t gr \ lh. th · r ·p n: · · ·h .. , th 1 ( U( )f the r . nucnt 

A b I nged l the lw~;: · t ra ke1 

A bel nge I th I v cr 

nged t th middle r cket (41 

th 

bra k t ( 

uen 

1-- 0 . (I >. / ) ( t th. r ·p ndc:nt 

OVo) (I .oo -o) ,r the r • ·p mtlent 

o,o 'I _1 .5% nf the rc ·pundcnt 

ml (1 .7%) b ·I nged t the I p 

• tandard 
deviati n 

--~ 

4.00 l.L7 

With resp ct to net incom gr wth, the finding h w that ( . % f the re p ndcnt 

bel nged to th I we t rack t (1 - 2 % , (4.8% f the re pond nt 

nged to the low r bracket (2 1 - 40%), (I .7%) f th r p ndent 

b longed to the middle bracket (41 %) (2 .5% f Lh • A 

b I nged t the next bracket (6 I - 80% and 45.2% f the A bel nged to the 

l p bracket (81 - I 0%). 

'umulativ • 
Per ent 
_1,-
---

rindings in table 4.15 sh w that with resp t I mark t har gr wth, (21.5%) fthc 

re pondent s bel nged t the lowest racket l - 20% ( 14._ %) f th 

A C b longed to the low r bracket (21 - 0% (21.5%) of the C 
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b longed to th middle ra kct 0% • (II.' 'llc ll th r ·p nd nl' ·Jon •cd ! 

the ne 1 bra ket 1 - % n ( % f th~ rc ·r md nt . n •eJ 1 th 

lop bra ket ( I - I 00%). 

35.7 
Total 42 10 .0 3.61 1.34 

With res ect to overall performance and growth finding f the tud in table 4.16 

abo show that (9.5% of the fthe r ·pondents bel ng d to the I e t bracket (1-

20%) (II. 9% of the responden belonged to the lower bracket (21 - 40% , (31.0%) 

of the r sp nclents belonged t the middl brack t 41 - 60%). (11.9%) f the 

re p ndenl belonged to th next brack t 61 - 0%) and (3 .7%) f the resp ndent 

belong d to the top brack t 81 - 1 00%). 

4.3.2. 1 orrelation Between Financial Performan e Indicator d nd By 

acco And Performance Of ac o ln Kenya 

Table 1-5 in app ndi I pre enl the c rrelati n bet een the strategi ad pled by 

S s, nd their respectiv p r rmance. ntr lling or the per rmance indica! r 

u ·ed b) th 'A · ·: Repayment rate ; Portf lio at Ri k (P ): Loan loss ratio; 

Op rating o · ts· Net inl r 1 margin: p rali nal d f- sufficien y· Financial · If-

sunicien y: Annual growth in: ving ~and Annual gr thin deposito . 
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R, D 

5.1 Introduction 

Thi. hapter pr en c nclu i n · dra\.\0 r m thL: re arch finding and the 

re mmendation fl r practice and further tudi . 

~.2 ummary And onclu ion 

The finding f the stud indi ate lhal all r p ndent prepare finan ial 

rep rt . The financial rep rt prepared were in the ~ rm f b th profit & I s and 

balance sh ts. Whereas m f the respondent A prepared their rep rt on a 

quarterlyba is(26.2%), lh rspreparedhalfyearlyr p rts(31%)whileth ret fthe 

resp ndents (42.9% prepared their rep rts n annu l b is. In additi n, all the 

r pondents intli ated that their re pe ti u ·ed linan ial indicul rs I a ·s ss 

organizational p rfl nnance. 

The key financial performance indical rs u ed y m t f the respondent • A 

include the following; Repayment f rate , as indi ated y all the resp ndenl ; arrears 

rate a· indi ·ated b 88.1% f th r sp nd n · p rtr li at risk (PAR, • indi at d 

95._% of the resp nclent : d linquent b rr 'ers. a indicated by 90.-% f th 

re p ndent : I an Jo . reser e, as indi ·ated b) 92.9% ( r the re p n lent · I an I s 

ratio. as indicated b 95.2% the re pond nt · average numb ·r f activ loan , a 

indicat d by 88.1% of the r p nd nt · average p rtf! lio per cr dit flic r· as 

indicated by 71.4% of the r p ndents· average p rtf lio per credit fficer a 

indicated by 71.4% of the r sp ndents· alue fall a ings a unt , a indi at d by 

5.7% of the respondents; avings per branch, as indicated by 3.3% f the 

re p ndents~ total amount disbur ed per peri d per credit officer, as indicated by 
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1.0% f th r pondent · rating o ·t , a· indi ·atcd h 9_. ~~ th · rc · nd~nt : 

quick ratio. a. indi at d by . -% f the rc ponJcnt ·; n ·t inter ·t m rg•n. indic, 1 d 

b 95.2% of lh re p ndents; p rtfi li out t ding rnti' L ·indicated b .7% of the 

re p ndent · p rati nal If- ufficienc . a indicated by 7. %: linan i I df

su 1 ienc . as indicated b 95.2% f the r p ndent · annual gr wth in aving-, a 

indicated by 92.9% of th resp ndents· annual gr wth in d itor', a in i at d b 

97.6% fthe r p ndenl · aring r tio. as indicated b fthe resp ndent . 

Findings of the study al h w that aJI the re p ndent A s had used financial 

performance indicator for a peri d exceeding fi e years. Majority f th re pondents 

(95.2% also indicated that they u d financial perfi rmance indicators to deterrnin 

their financial performan e . 

pecifically, there is a direct relation hjp between the use f financial performance 

indicators and total revenu gr wth; t tal a et gr wtlr net in me gr wth; m rket 

shar growth; and verall p rfom1ance r gr wth. The financial p rfi rmanc 

indicat r that sh ' eel the str ngest rrelati n with perf rman e ol' the A s 

in Jude the following: repaym nt rate · p rtfi li at ri k: loan los ratio; perating 

costs; net Interest margm: pcrati nal self- sullicien : linancial sdf- su lici ncy: 

an nual gr vvth in a ing ; and annual gr wth in depositor . 

Th findings how that pedi rma11ce indicators the me· ure · by which p rformances 

of organizations are peri dically asses ed ar of great imp rtance l organizati n . 

A s included. Terence ( 1989 define performru1ce mea urement as a way of 

en uring that resources available are u ed in th mo t efficient and effective way. The 
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nee i · t pr vide r the rganizati n th . ·•mum r·tum n th apital 

cmpl y d in the u me rding to Aguilar 200 ). he indi aP · that p ·rti rmanc · 

mea ure mu t an integr I p rt f the rganizatr n's culture nd reward • ·tem. l ie 

t tes that: ··the key purp ·e f perf m1an e m nag ·ment i · t align the ntirc 

rganizati n b hind Lh g trategi pi n int effe ·ti e ·ti n '. snff 

et a/. (2002) found that firm that valued intelle tu I capital u ed perti rman > 

mea ure. ignificantl more to determin alar increa ·e . b nu e ·, and pr m 

Th importance attached l th u ·e f financial perf rmance indi at r by A s rn 

Kenya is confirmed by the fa t that all respondent indicated that they had u ed them 

for a peri d exceeding 5 year . 

h findings furth r reveal a positive relati nship etween the u e f financial 

p rti rman indi ator· and fin ncial perfi rman e f • A s in Kenya. The 

financial perfi rman e indicat rs that howed th tr ngest correlati n with 

perfi rmance f the A in tude the foil wing: repaym nt rat ; p rtfi li at risk; 

loan loss rati ; p rating c sts; net int rest margin; p rati nal elf- ·ufficiency· 

financial s If- sufficiency· annual gr wth in avings; and annual gr wth in deposit r . 

' trong financial manag ment in th bu ·ine s arena require managers to be abl to 

interpret financial rep rLS in lutling inc lllle should onstantl) 

r iew and keep track of their p r1i rman e b en uring lim I peri dical reporting to 

racilital inlom1 d deci i n making when de el ping I ng-t rm g al . p rational 

perr nnan e n t nly ser a a ba i for rganizational impr v ment and rileria fl r 

dele ling problem in enterprise but al o as a p ucy det rminanl ~ r government in 

mapping ut relevant measure . H wever the A sh uld endeav r I cb os 

the mo t appr priate financial indicators for effective evaluation f performance. 

47 



Pr iding le fl rti ' ' with immcdi· It: f~cdhack all<\ · f r carl \ ming 

·ignals that pr I m n _, i entificd and re · ht: I quickl} . ntr I me ·ur• · 

h uld be u d t addres n di crgen c. h twe n th • go I · and a ·tual 

P rfonnanc measures Lied t trategic plan aid an rganizati n 111 luding 

in a ariety f v ay including developing th Lrategic plan analyzing th 

achi vement f departmental and c rporate ~ecti es m nit ring perati ns by red 

nagging daily operations that have gone ou id ac eptable parameter ·, harting 

progre s towards goals, and evaluating employees and suppliers. A 

th refor ensur that performance measure b come an int gral part f ntinuou 

monitoring of adherence t c rporate trat gy at II level of rganizati n 

operations. 

Th management of the A h uld c nduct their wn measurement r diagn ·is 

of the rganization at regular interval in rder t ga in a better understanding of how 

t!f~ ·ti ly th y ba used their re our es. he re ult f thi p rf< rman e I! luati n 

ould serve a~ r ferenc fll· th m in their future all ·atic n f rc urce for the 

nterpri e. Benchmarking is a r imp rtanl t 

establi hment f their goals, d vel ping method · 

m acilitating the 

r a hieving the g at , and 

measUJing system p rf rmanc . Th ref~ re. benchmarking performan e 

evaluation for A C s could d finitely contri ute l ffective management. 
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imitation 

f-irst th s 

' red it 

e f the tudy · ulc.J b · · limitin • fa ·tnr in that nl 42 . a\ ing · and 

umry' i e p rti ·ipated in th tul · ut t th · a ti e tot I or ,200 

a tive perating m 

perative and Mark ling a at 301h Jun 

repre entati f th wh le populati n of the 

finding rna thu n t be 

llowt.! r the ·ampling 

t chniqu u d n ured that ea ·h 

participate in the study. 

had a n n~z ·ro chan e of b ing ·I lt!d to 

Sec ndly though the researcher wa determined t undertak. the tudy t c mpletion 

within the gi en time frame ari u c n traint w re enc untered as earlier 

envisaged . he time al l cated fi r data c lie ti n ma n t h, ve b en ufficient to 

enable the respondents complete the que ti nnaire a curately as p sible, 

considering that they were at the same time carr ing ut their daily dutie who 

priority i of e seoce. Th re earch r preferred t admini ter the data llecti n t ols 

to only the head f finance or treasurer, however, this wa pra tically n t p sible a 

s me of them d legated this requ st ince they were it her l bu y or wer away n 

oflicial dutie . 

Lastly. du the us f que ti nna1r . c llect the primar data, the weakne · s 

as ciated ilh this techniqu an n 1 b ruled out. In me cas s, somt: f the 

resp ndenl had a diffi ull lime und r tanding certain uesLion and either I ft Lhem 

blank or answered irrelevantly. 
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:A or urth r R arch 

Th1 tud) n th linan ial pcrfi nnan ·c 11 ti a1 r u u b S \ • 

Kenya and th ref~ r 

include;-

I ) tu y 

furlh ·r r' ·car ·h in this area \ hi h c uld 

·aving and rcdit · cit:tie· 

( ) in Ken a nd their relati n hip with per(! rm n c. 

2 Future tudie h uld eek to establish h thcr the ·arne linan ial indicator 

, examined in thi r e ch re applicabl to th 'r ect rs f th K nyan 

economy. 

"') Further studie n th challenge f: d in the u age f the 

financiaJ indicators and Lh p ible mechani m thai uld be ernpl yed t 

o ere me the ch II nge . 

5 



guitar, ( . (2 3 "How slrule i p rjormun e mcma~cm 'Ill i.\ hl!iping ·omptmie~ 
c:re 1/e husin · · v1lu ". trategi ·Finan e V ,J. 4 o.7, pp.44- . 

Allen, II. (I 77). The lriformul rhcm lndm·Jrial. 'eel or and Growlh Som • Thoughh 
on 1\fodern H•lh dolog;'. n.2 In ·ti tul f 

e lopm nt tudie llni rsit 

r ky .P. and "Performance measurement, hmlge/Jng and 
strategic implementation in th, mu/Jinalional entcrpri.\·e", Managerial 
Finance Voi.25No.2, pp. -15. 

Brown M. . I 6) Keeping. · 
Petjormance. Quality Re 

lo rive World- 'l 1s · 

entral Bank ofKenya (2 00), fonthly Review. ' K N irobi. 

llin , R.A. 1980 , ''An empiri ·a! ·ompari on of bankruptc prediction model". 
Financial Management, V I. N .2 pp.52-7. 

ooper D. R. and chindler, P ... 2 05): Busine Re ear h Method 8Lh editi n. 
Me rmv-Hill, New el hi , India. 

Eich n .P. and winford D.N. (I 97) '1Performance meu. ur men/ and in·entive 
·ompensation". Journal f trateg·c Perfi nnance Measur ment, Vol. I No. , 

pp.28. 

rro t, B. 1 9 , Measuring Pe,forman ·e, Fairway Pr 1ma 11. 

.r .r, 2"d d' . T I Habour, J. L (1 997), The basics '.1 perJorman e measurement. ' Ill n, ay rand 

Francis. 

liar rne, R. ( 1999) "Pm11er planning: an integrated busines. planning proc 'S.\'
11

, 

. trategi Finane . Vol. 81 N .4, pp.47. 

I luang 1- '. 1986) A . 'fuc(y r~/ Domestic Bank'\' Performance, I , Finn nee 
Publi at i n Taip i. 

l lwang .L. and Yoon, K. (1981, dultip/eAIIributesf •d. ion \fuking· J'vlethuland 
Application, pring r N w York NY. 

John. n ', and Rogely B. 1997) Mi rojinance and Poverty Reducti n. Axfom 
publicati n U.K and Ireland. 

Kaplan R. and Norton D.P (20 ), The !i/ral gy Focu.\·ed rgcmizalion 
HB ress, U 

Khandker and KbaJily ( 1995 , rameen Bank, Per.forman ·e unci u Jainability, 

51 



\ rid Banb. . \. . \ ' 1 ·hingt n D. . 

Kitaka P. (_ 2) .I wn•ey ollhl! u • oj fimmn 1/ p rjnrmunce imlu:atnr\ hy 
Mi ·rojmance itt.\'lilllli<>rn in J... •nyu: n unpubli ·ht:d B I he i nivc=r it · 
r ( ir bi. 

Ken a a7.7ctle (-008). , m·co . 'oci 1/ie.\ let no I-I ol 20tJH. ll\'Crnm nt Printer, 
Nair bi. 

Kumar R (2 - . Resecwch lei h In/of{)' . . I Hep h ' sf 'P #;Uidt: fin· hexmners .'a e 
Publi hing !teL e'' Delhi. India. 

Ledgen d, J. (199 , Micro.finmc llunclbook 
Perspective, W rid Bank library f 
Wa hington D . 

An tmlilutimwl and Fimmcial 
ngrc · · atal ging publi ation 

lin, (19 8 , "A Judy of ej]icien ~y evalualion in Taiwan's securilie dealers", 
ecuritie Finan e uarterly V I. 58 pp.l-24. 

M alu, J.K. ( 1990) Fa lor lnjluen ·ing Record Keeping in Micrn nterpri ·e : A ca ·e 
of Nairobi Eastlands; An un-pu li hed MBA the i , University fNair bi. 

lbuvi, ( 198"' , lucly of 1he Ca11. es c~f Failure of. 'mall-Scale Afi'ican Bu ·inesses-A 
Ca · ~ of Machako Distri t; n n-publi he I MB I hcsis Univer ity I' 
Nair bi. 

Ministry of -operative and Marketing (2008), An infernal ministry publication on 
the number ofRegi ·tered 'A in Kenya, Nair bi. 

Mug nda live M. and A .. Mugenda (1999), Re. earch method~·: Quanti/alive and 

Qualitative Approaches, frican entre fTechn I gy tudie , Nair i. 

gum , M 2 04 , The 'o-operalive 1ovement in Kenya, The Eagle that won't fly, 
n unpublish d management paper, KIM (Ken a In ·titute of Manag mcnt) 

Pantalone. '. ·. and Piau. M.B. (I 987). fredic:tin~ commercial hank failure .\ince 
deregulation, Ne\\ Englan Lc n mi · Re i~;:\\ I. IJ pp.17-47. 

Perd rs n 0 and Kiiru \J . (I 95), enya Rural Enterpris' Programme (K-RHP). A 
·a ·e oj1 1icrojinmu:e. cheme. air bi Kenya. 

Po o, Jeffr ( r.) (2 0), Th' c:o-opercttive Fi11cmc:ial .\)1st •m am/ Jm·tilulion ·: 
Implication. for /he Kenyan Finan ·ia/ 'o-op rative • ~./em, Bann ck 

n ulting Ltd. 

' iford. L.M. and Zhu J. (1999) Profiwbilily and marketabilit of lhe top 55 U. 
commercial banks, Management i nee V I. 45 pp.l270-88. 

hank J.K., J wett, W .. and Branstad P.A. (1995 Th perform.~ystem: turning 

tralegie ·into re ults, J urnal f trategy Management: mpetiti n .4th 

52 



hih 

qu rt r pp .• 22. 

and Iluang Y -P. (I 4 ), the Relation o( ire In/ormation, 
hen echn I gy Pu li hing, I aip i . 

• hih Y- ·. 2 0 ) External pe1forman e •mluat ion t~l distnhwion ·entr • · in 
lo istic: : a f uzzy the IJ' approach, Depc nm •nl f lnt rnati nal Bu ine· 

ling huan ni rsity. 

Tapas, K. . ( 1998 Benchmarking: theory und pr£1(:tice, 111~ Tran ·action, V I. 30 
N .9 pp.861-2. 

Teren e J. ( 19 9 . Evalumion: R loting Training to Bus in'.\·· Pet:fornwm: •. haucer 
pr · Bungay. 

sai . (2 00), The performan e evaluation model of the 'ommer ial Bank o 
Taiwan: by grey relation analysis and factor analysi ·. Departm nt f 
Management cience, Ming huan niver ity. 

U ff . . Thib deau, J .. and umaby, P. (2002 • Th importan e of intellectual 

capital and it effect on performance mea ·urement tem : an empirical 

observation, Managerial Auditing Journal V I. 17 .1 /2, pp.9-15. 

Wakah ( 1 99) The Perceived Relevance of on- Financial Busine .'J Development 
ervice )jfered lo mall and Micr enterpri ·e · in the 'ity of airobi: An 

unpublished MBA Research Pr ~ect Univer ity f Nair bi . 

53 



\PP 

L L 

Table 1: orrelation betwe n p rforman indicator u ed and b.' A and total re enue gro" h 

Total Revenue R p :mcnt Por~ lio at Loan I Operatino Net intere t Operati nal If- Financial If- Annual 

Growth 
rate~ RLk P R) ratio co t margin ufficienc uffici nc~ gr wtb in 

I saving~ 

LJOWest (1-20%) Mean I 3.00 -+ 4.00 4.00 3.67 4.22 3.56 3.67 2.78 

N 
' 11 11 11 I 11 11 11 II 1 I 

Std. Deviation I 1.31 _j_ 0.87 1.32 1.00 1.39 1.33 0.71 1.09 
~owr(:.?.1- Mean 4.50 .... -o 3.33 2.67 2.50 3.17 4."'3 4.50 
~0%) I 

N I 

7 7 7 7 7 7 7 7 
!Std. Deviation 0.84 .55 1.21 1.63 0.84 0.75 .82 0.55 

Middle (41 - ~ean 4.67 4.00 4.33 3.33 4.33 4.67 4.00 4.67 
60%) I 

N J 4 4 4 4 4 4 4 4 
Std. Deviation I 0.58 1.00 1.15 1.53 .58 0.58 1.00 0.58 

Next (61 -80%) Mean 4.2: 4.50 3.75 2.25 4.25 4.75 3.75 I 4.72 
N I 5 5 5 5 5 5 I 5 I --
Std. Deviation I 0.96 0.58 0.50 1.50 0.50 0.50 1.50 I .50 

Top (81 - 100%) Mean I 4.00 4.07 3.93 3.71 3.64 3.79 I 3.93 I 4.07 
N I 15 15 15 15 15 15 I 15 15 
Std. Deviation I 0.88 ' 1.27 1.07 1.14 1.08 1.19 1.14 I 0.9:! 

Total !Mean I 3.92 4.00 3.86 3.33 3.72 3.81 3.92 I 3.94 
~ I 41 I 41 42 42 42 42 I 42 I 4:! 

td. Deviation I 1.11 I 0.99 1.10 1.31 1.19 1.14 1.00 1.09 



fable 2: rr l ti n b ·r" , 11 p •r urmarwc indi at r. u d and tal s. t r \lh 

~otaJ R pn_ ·m ntT Portf(llio at Loanlo Operating N t intere ~ t Operational lf- Finuo ial Ann ual 

!As: et ru ·k 1 R ratio co t margin ufficienc elf- growth in 

fu-owtb 
rate'> sufficiencv savings 

Lowest (1- Mean "'.00 "'.00 ".00 3.00 3.00 2.00 3.00 2.00 

~0%) 
N I I 1 1 1 1 1 1 1 

rt-ow r (2 1 

1Std. Deviation I 3.29 
M'an 4.14 3.14 ., .14 3.00 3.14 3.57 4.29 

40%) 

N 8 8 8 8 8 8 8 8 

Std. Deviation 0.90 1.-07 1.07 1.41 0.90 0.79 0.49 0.95 

Middle Mean 4.00 ~ .86 3.71 3.43 2.86 3.7] 4.86 4.43 

41 - 60%) 

N 8 I 8 8 8 8 8 8 8 

!Std. Deviation 0.8.., I 1.07 1.11 1.51 1.07 1.11 .38 .53 

Next (61- Mean 4."'8 -+.·a 4.13 3.00 4.2- 4.75 4.00 4.25 

80%) 
N 9 9 I 9 9 9 9 9 9 

Std. Deviation 0.9'"> 0.76 0.83 1.60 0.46 0.46 1.07 I 1.04 

rrop (81 - Mean ., 0. 4 4."1 4.23 3.69 4.23 3.54 3.77 3.46 
100%) 

N 16 lb 16 16 16 16 16 16 
Std. Deviation 1.39 .75 1.17 1.03 1.36 1.33 I 1.09 1.20 

Total Mean 3.92 4.00 3.86 3.33 3.72 3.81 3.92 3.94 
N 42 4::! 42 42 42 42 42 42 
Std. Deviation 1.1 1 0.99 1.10 1.31 1.19 1.14 1.00 1.09 

11 



a 1 3: orrelation bet\' e •n pet1'orman • indicator u d and b · s and t . • t r '' tb 

INet As~ t 'RCpa)m nt Portf()li at Loanlo Operating T Net intere ·t Operational Financial Annual I 
IGrowtb 

rat " Ri:k (P. R ratio cot I margin self- uffici ncy elf- orowth in 

I sufficiency sa,• in~ 

i'-'owe t (1- Mean ... -o 4.00 2.00 2. -o 4.00 ... 00 4.00 1.50 

~0%) 
N 2 

., 2 2 2 2 ') 2 
-

Std. Deviation 
-

1.41 .71 1.41 1.41 1.41 0.71 
0.71 1.41 

uower (21 Mean 2.00 
I 

"'. -o 4.00 .., . -o 5.00 4.50 4.00 3.50 

40%) 

IN ") J 2 2 I 2 2 2 2 

!Std. Deviation 0.00 .71 I 0.00 0.71 0.00 0.71 .00 ') .12 

!Middle Mean I 3.83 3:83 
-

... :o I ".8"' 4.50 4.00 4.00 3.50 
v41 - 60%) 

-. 

N 7 7 7 7 7 7 7 7 -
Std. Deviation 1.64 0.75 0.84 1.26 1.26 0.55 0.75 0.98 

~I ·t (61- Mean 4.20 "'.80 3.80 2.60 3.40 4.00 ....... 0 3.70 

80%) 
N 12 I 12 12 12 12 12 12 12 

Std. Deviation 0.92 I 1.32 I 1.03 1.17 1.26 I 1.33 I 0.8? 1.25 

Top(81- Mean 4.19 I 4.2: 3.88 3.63 .,.63 3.81 
I 

4."' 1 I 
4."',8 

100%) 
N 19 I 19 19 19 19 19 I 19 19 

Std. Deviatjon 0.83 0.86 1.09 1.36 1.15 1.22 I 1.08 I 0.81 

[_otal Mean 3.92 4.00 3.86 3.33 3.72 3.81 3.92 3.94 
N 42 42 42 42 42 42 42 42 
Std. Deviation 1.11 0.99 1.10 1.31 1.19 1.14 1.00 1.09 

Jll 



~ I 4: orr lation ct\, (' •n p ·rfnnna 1 ·c. indi at rs u •d and b 

Market 

I 
Financial I Annual 

-
R payrn nt l Portfoli :lt 1 Loan I Op ratino Net intere t Operational 

Shar rat I Ri ·k (J .\R) I ratio co t ' rna ruin Is elf- ufficiency elf- or wth in 

growth I . sufficiency savinf!;s 

ILo est (1-~ean ""',8 "'.Y I 
... . 50 ".38 4.38 ".87 4.00 3.6" 

~0%) . ··' ·' · .. I 
~ i 9 8 8 8 8 8 I 8 8 

!Std. Deviation 1.30 0.7 1 1.31 0.92 .92 0.99 0.76 1.30 

ILo er (21 !Mean 4.00 J .80 4.00 2.60 3.60 3.60 4.60 4.60 

r- 40%) 
N 6 5 5 5 5 5 5 5 

!Std. Deviation 
-

1.41 0.84 0.71 1.52 1.14 0.55 0.89 0.89 -
Middle Mean "'.63 

l 
~ . 50 4.38 3.75 3.50 4.25 .., . 1 ... 3. 7 

1' 41 - 60%) 
N 9 ) 9 9 9 9 9 9 9 

Std. Deviation o.n 0.76 I 0.74 1.28 1.31 0.71 1.25 I 1.25 

Net (61- Mean 4.50 I 
" ")- - .25 2.25 ".25 4.00 3.:0 3 ~-

80%) I 
N I 6 I I 6 6 I 6 6 I 6 6 

-
6 

~td. Deviation I 0.58 I 1.50 1.26 1.26 I 1.26 1.15 I 0.58_ 1.26 

Top(81 - rtvfean 4.27 -U8 3.91 3.73 ".64 3.45 4.17 I 4.18 
100%) 

N 12 12 12 12 12 12 12 I 12 

Std. Deviation 1.01 1.08 1.22 1.35 1.29 1.63 0.79 I 0.75 

Total Mean 3.92 4.00 3.86 3.33 3.72 3.81 I 3.92 ) .94 
N 42 42 42 42 42 42 I 42 I 42 

!Std. Deviation I. I 1 0.99 1.10 1.31 1.19 1.14 1.00 I 1.09 



able 5: orrelati n ctw · n p r·forman ·c indi Htor u d and b.' , and v rail cr~ rm nee r ar ' th 

!Overall R payment jP rrf lio at L an lo Op rating Net int re t Operati n I Finan ial I Annual ' 
Performance rat · i ·kP. R) ratio 0 t margin s' lf- • uffici n · If- gr"thin 
or growth I sufficienc) saving~ 

LOWe t (1- Mean 4 ..... 3 ... .., ... 
".67 2.67 

I 
3.33 

., ... .., 3:'3 .... 67 
~0%) 

. . 
I 

N 4 -t 4 4 4 4 I 4 4 

Std. Deviation 1.15 0.58 0.58 0.58 1.53 1.53 I 1.53 1.53 -
Lower (21 - Mean 
l40%) 

2.75 ~.75 4.50 .... 25 4.50 4.25 4.00 -tOO 

N- 5 5 5 5 5 5 5 5 
:Std. Deviation 1.50 0.50 0.58 I 1.71 0.58 0.50 I 0.82 1.15 

Middle (41 - !Mean 4.18 "".82 3.73 3.45 3.45 3.-5 I 4.09 4.00 
~0%) 

N 13 13 l3 13 13 13 13 13 
!Std. Deviation 0.98 0.<.)8 1.19 1.57 1.29 129 0.83 .77 

Next (61 - tMean 3.50 
I 

:.oo 4.2- .... 00 4.25 4.25 
I 

3.00 4.~: 

80%) -IN I 

5 I 5 5 5 5 5 I 5 5 
!Std. Deviation 1.00 I 0.00 0.96 I 1.83 0.50 0.96 1.41 0.50 

IT'op(81- !Mean 4.07 4.07 3.71 3.50 "'.64 f86 4.14 3.86 
100%) 

IN 15 15 15 15 15 15 15 15 
!Std. Deviation 1.00 I 1.14 1.27 1.02 1.28 1.17 I 0~6 1.4 I 

IT'otal !Mean 3.92 4.00 3.86 3.33 I 3.72 3.81 I 3.92 3.94 
fN 42 I 4'1 42 42 42 42 I 42 I 42 

I Std. Deviatior 1.1 1 I 0.99 I 1.10 1.31 1.19 1.14 1.00 1.09 -



pp II 

L R I I 

ear , ir/ tadam 

RE: R • Q • T F R RE 

niver it f Nair i tudying M ter of Busin 
n MB ) degree and pecializing in tinan e. In partial fulfillment f the 
I' the tated degre I am ndu ting a r earch entitl d ·• RVE F 

IAL p !.R I R 1A . ~ I OJ TOR ED ll ().' I 
KE A." 

You ha e been el ted fl r this re earch. I w ulc..l greatly appreciat if ou mplet d 
the tta hed que ti nnaire. h inf rmation obtained will be purely u ed [i r acad mic 
purpo e · and the finding. f there earch hall e made available t y u upon reque t. 

K indl a ai l an ther inft rmati n r c mment not included in th qu ti nnaire that 
f imp rtance t the re arch. 

Thank y u for your c -operati n. 

Y 1 ur: l~lith fully. 

Ngui . M\i anthi W. yamut 
M13 ' llldenl Le turer I uper i · r 

ign ...... .. . ... .. ... . ign .............. .. .. .. 



• 1 Tl 

I. 

2. 

... 
4.1 

pp III 

I 

f s lected 

r: B 0 I I RM Tl 

Name f ( pti nal) _________________ _ 

been in perati n in Kenya. ( ick a appr priate) 
[ l 
l I 
[ ] 
[ ] 

For h n long ha e u rked in th orgnnizali n'? ('I ick a appr priatc) 
Le · than I year 

et ween I and 5 year 
Bet w en 6 and I ye r 

et \! een I I and I 5 y ar 
I y nd ab e 

Finan ial p rforman e indi at 

[ j 
[ ] 
[ ] 
r 1 
r 1 

Dl T R 0 BY VJN 

in Ken a 

0 u prepare finan ·ial r r> rt ? (Ti k appr priate) e r I 0 l 

D REDIT 

..J.1 If ·")c: ·· to que tion 4.1 , b< e. whi h financi I tm ment · du you pr pare'! (Tick < 
appr priat ) 
( ) Profit and lo nl) r I 
(b) alan e heet nl) [ J 
( Lh Profit and lo s & Balan e, he L I I 

4.3 lf··ye · t uesti n 4.1 bo h ' oft n tl · y ur a o pr pare fina ncial tatemt:nts? 
(tick a appropriate 
(a) uarterly [ 1 
(b) Half Yearly l ] 
(c Annually f ] 

II 



financi I in ur p ·r~)rmanc •. (ti k a· appr priare 
1 
l 

4. ~ If·· e t que ti n 4.4 a , \ hi ·h f the linan ial indicat r: of p rfi m1ance li t d 
bel w d y u u e? rick s appr priate - Muhiple re p n ·a ll \ cd 

Indicator · f financial perf rmanc 
i-

ReS(2Qns~ 
Yes No 

.~aY!nent rate -- - - ---- ----
Arrears rates 
Portfolio at Risk (PAR) 
Delinquent borrowers 
Loan loss reserve 
Loan loss ratio 
Average number of active loans 
Average portfolio per credit officer 
Active clients per branch 
Percentage of female clients 
Valut: of all savins accounts 
Sa ingsper branch(if any) -- - -Total amount disbursed per period per credit officer 
Operating costs 
~ickrati 
Net interest margin 
P_Qrtfi:)Ho outstanding ratio 
0 rati nal self- sufficienc 
Financial set f- sufficiency 
Annual growth in savings 
Annual growth in de itor. -
Gearing Ratio .... 
~.6 Do) u use an} 01h r finnncial performance indicat >r '? (Piea ·c pccily) 

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

4.7 lfyour 
(a) Le s than n 
(b) I to 5 year 
c) Above 5 years 

use perf rman 
ear [ ] 

( ] 
[ 1 

indicators fi r how long has it been u ing them? 

Ill 



(a Ye I I 
(b) [ l 

5 Th 
of 

Li t d beiO\ is th 

Objective 
performance 
indi at r 

r ur 

n hip b n een the p rformanc indicat r and financial perf rmant 
inK n a. 

TH NKY 

IV 

11 lh basi r the 

ercent 

Not 
appli able 


