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ABSTRACT

According to World Bank estimates, around one in every five of the world population
lives on less than $1 a day (extreme poverty) and around one or two live on less than $2
a day (moderate poverty). Poverty is characterized by the inability of individuals and
households to acquire sufficient resources to satisfy their basic needs. In Africa, more
than 40% of its 750 million people live below the internationally recognized poverty line
of $1 a day, and the evidence is even more worrying for sub-saharan Africa. The number
of the poor has grown relentlessly, causing Africa’s share of the world’s absolute poor to
increase from 25% to 30% in the 1990s (UNDP, 2001 and 2002).

In the Kenyan context, available data indicate that over 56% of the Kenyan population is
absolutely poor. Though poverty in the urban areas is growing fast, poverty in Kenya still
remains overwhelmingly a rural phenomenon (Republic of Kenya, 2004). Major
characteristics of the poor include landlessness and lack of education.

This study was therefore aimed at investigating the key factors that inhibit the poor from
accessing credit in the midst of many Micro-finance institutions as tools for poverty
alleviation, thereby leading to increased poverty. The study was carried out in Kinango
District in the Coast province of Kenya. The sample of the study comprised 200
respondents drawn from the four divisions (Kasemeni, Kinango, Ndavaya and Samburu)
that make the district. Structured questionnaires were used to collect primary data from
the sample respondents. The data collected from the field was analyzed using descriptive
statistical measures, namely frequency distribution and cross tabulation. Once analyzed,
interpretation and discussion of the results was done afier which conclusions and relevant
recommendations were made. The findings of this study are essential in further
unearthing the root causes of low accessibility to credit by the poor from Micro-finance
institutions. This will therefore help micro-finance programmes to be more focused in
their approach and address the inhibiting factors that cause low accessibility to credit,
hence increased poverty in the midst of many Micro-finance institutions.




CHAPTER ONE
INTRODUCTION

.1 Background to the study
ccording to World Bank estimates, around one in every five of the world population lives on

:ss than $1 a day (extreme poverty) and around one or two live on less than $2 a day

noderate poverty). About 1.3 billion extremely poor people struggle to live on less than $1 a

ay. They are trapped in poverty SO SeVerc, that they cannot adequately feed, clothe, or shelter

semselves or their families. The poverty threshold, or poverty line, is the minimum level of

1come deemed necessary to achieve an adequate standard of living in a given country. In

ractice, like the definition of poverty, the official or common understanding of the poverty line

5 significantly higher in developed countries than in developing countries.

"he common international poverty line has been roughly $1 a day, or more precisely $1.08 at

993 purchasing-power parity (PPP). World Bank has done extensive work in this field.

\ccording to a UN declaration that resulted from the World Summit on Social Development in

“openhagen in 1995, absolute poverty is a €
including food, safe drinking water, sanitation facilities, health, shelter,

ondition characterized by severe deprivation of

)asic human needs,

:ducation and information. It depends not only on income but also on access to services.

Some recent studies on poverty have attempted to put forth terms and classifications of the very

door in a way that will allow the reader to imagine the extreme helplessness, and a state of

:Xtreme destitute amongst the people under discussion. The poorest of the poor, as they are

Most commonly referred to, have also sometimes been called the “hardcore poor” (Hashemi,

1997), the ultra-poor (African Development Bank, 2002) or the “chronic poor”. While this

Paper does not aim to re-define who are the poor, it will use the term “poorest of the poor” to

identify the group of people who are economically on the cuter edges of survival and managing

o continue their existence and live with or below an average $1 per day.

Poverty is commonly defined as the inability to attain a minimum standard of living measured

in terms of necessary basic needs and services. Furthermore, the concept of a “paverty line” has



internationally become accepted as an indicator of poverty which measures the monetary
amount needed to purchase a basket of estimated minimum calorie intake and social services
needed to live a healthy life. Below this estimated line an individual or household is considered
poor (African Development Bank, 2002; Lipton, 1997). Poverty is therefore characterized by
the inability of individuals and households to acquire sufficient resources to satisfy their basic
needs. Furthermore, poverty is not static. Research shows that some people may be suffering

from poverty from time to time while others are permanently poor.

Poverty is a global issue and is a problem that even the wealthiest nation is facing. At
government level and also at international level many strategies are made every day to control
poverty. Dr. Yunus gave a formula of micro-credit that successfully worked in Bangladesh and
is now replicated all over the world and also in Kenya. The purpose of the study is to observe if
the poor are accessing micro-credit as a means of poverty alleviation. Micro-credit programs
extend small loans to very poor people for self employment projects that generate income for
their survival, allowing them to care for themselves and their families. Developed over the past
twenty years, micro-credit is now considered as one of the most effective tools used to fight
poverty (Amina, 2008).

The main purpose of micro-finance is to break the vicious circle of ‘low income low
'lnvestment-proﬁt’ by inserting capital from outside into the economic life of poor people.
“Money, says the proverb, makes money. When you have got a
” (Adam Smith, 1937,

ACCording to Adam Smith
little, it is often easy to get more and the great difficulty is to get the little
93). Micro-finance provides “the little” money where there is total absence of capital or profit

3s living is based on subsistence only. The researcher therefore wants to find out if micro-

finance s actually providing the needed little capital to the poor in Kinango District. Thus

Micro-finance seeks to improve the condition of the poor by raising income and profit, thereby

making people free from poverty and im

dank (money/capital) to the poor where tradi

proving living standard. Its key feature is bringing the

tional banking system does the opposite.

[n Africa more than 40% of the 750 million people live below the internationally recognized

poverty line of $1 a day, and the evidence is even more worrying for the Sub-Saharan Africa



The number of poor people has grown relentlessly, causing Africa’s share of the world’s

absolute poor to increase from 25% to 30% in the 1990s (UNDP, 2001 & 2002).

Poverty is rampant especially in the South of Sahara. Poverty is increasing instead of

decreasing. The poverty assessment study commissioned and sponsored by the World Bank,

establishes that poverty is indeed increasing (Akanji, 1995).

In most African countries women tend to account for an average 51% of the population, and
make up about 65% of the rural labour force. They tend to shoulder the greater burden of child
and family welfare, social and community obligations, engaging in more than one economic

activity as well as undertaking domestic chores. In connection with the growing emphasis on

poverty reduction sustainability, micro-credit has been recognized as the most necessary and

the missing ingredient which is most effective in reducing poverty among the poorest of the

poor (Orero and Rhyne, 1994, Khandker, 1998). Women were specifically targeted because

they make up the majority of the poorest of the poor in the rural areas and are responsible for

the social and economic welfare of the family (Pitamber, 2003).

Further more many NGOs and donors were dictated by gender policies which specifically

called for increased micro-credit outreach to women, and these micro-credit programmes did

not limit their desired impact to poverty reduction only, but extended it to achieve women’s

empowerment (Khandker, 1998; Kabeer, 1998).

Poverty reduction and women’s empowerment are not the one and the same and that poverty

reduction does not automatically lead to women’s empowerment (Pitamber, 2003).

In the Kenyan context, available data indicate that over 56% of the Kenyan population is
absolutely poor. Though poverty in the urban areas is growing fast, poverty in Kenya still
remains overwhelmingly a rural phenomenon (Republic of Kenya, 2004a). Three quarters of

the Kenyan poor are to be found in the rural areas while the majority of the urban poor live in

slum and peri-urban settlements (Republic of Kenya, 2004a, 2003, 2000a, 2000b). This is not

unique to Kenya. A study by Asenso-Okyere et al. (1993) indicate that about 73% of the



population in developing countries lives in the rural areas, compared with only 33% in

developed economies.

According to Welfare Monitoring Survey II {WMS II}, the incidence of overall national
poverty was estimated at 43% of the population {adult equivalents}. In rural, it was 46.8%

while 29.0% of the urban population was estimated to be poor.

Based on the rural poverty line of Kshs. 703.00 per adult equivalent in 1994, slightly over
47.2% of the rural dwellers were classified as food poor. Using the overall poverty line of

Kshs. 978.00 in rural areas for 1994, 46.8% of Kenyans were classified as poor in rural areas.

The prevalence of overall poverty by province showed North Eastern Province to be the highest

at 59.0% followed by Eastern Province {57.8%} and Coast Province {55.6}. The provinces

with the lowest prevalence of overall poverty were Central Province {32%}.

Coast Province with a total population of 1,568,000 people as per the 1999 population and
housing census, has a rural population of roughly 909,000 people. Poverty at the location level
ranges from 13% to 90% across the 140 locations. Two thirds of the rural poor in Coast
Province are found in two Districts-Kilifi and Kwale. The urban poor population of Coast
Province is estimated at around 400,000 persons, and two thirds are concentrated in Mombasa

town (Geographic Dimensions of Well-Being in Kenya (2003), Where are the poor? From

Districts to Locations, Volume 1).

According to the published Geographic Dimensions of Well-Being in Kenya, a Constituency

Level Profile (2009), Kinango Constituency (District), was declared the poorest in Kenya. The

S01TY and harsh environment of Kinango District has led to a number of negative impacts:-

1. High incidences of poverty leading to it being declared the poorest district in Kenya in

the last year’s (2009) Welfare Monitoring Survey.

2. High illiteracy levels among community members leading to unemployment and

poverty.



3. High school drop-out especially among girls due to lack of school fees and early

pregnancies.

4. Poor performance in national examinations leading to it being declared the last in the

2008 KCPE results.

5. Poor sanitary coverage and services due to ignorance, retrogressive cultures and

poverty.
6. Inter-ethnic clashes over water and pasture especially among the Durumas and Kambas

on one hand (farmers) and the Maasais and Somalis (pastoralists) on the other hand.

Table 1.1: Area and administrative units by Division

Division Area (Km®) No. of No. of Sub- No. of wards
Locations Location

SAMBURU 1.811.8 5 10 5

KASEMENI 675.3 5 12 7

KINANGO 839.1 3 6 3

NDAVAYA 681.3 1 1

TOTAL 4,007.5 14 32 16

Serrce: District Commissioner’s office, Kinango, 2008




Table 1.2: Population distribution and density per Division

1999 2010 2012
Division Area Population Density Population Density Population Density
SAMBURU 1,811.8 47,618 26 51,176 28 54,501 30
KASEMENI 6753 67,901 101 72,975 108 77,715 115
KINANGO 8391 73,089 87 78,551 94 83.653 100
NDAVAYA 6813 25,608 38 27,522 40 29,309 43
TOTAL 4,007.5 214,216 53 230,224 57 245,178 61

Source: District statistics’ office, Kwale, 2008

Kinango District is estimated to have a total population of 230,224 by the year 2010 as per
table 1.2 above. It is also estimated to have a total adult population of 109,434 by the same year

2010 as shown in table 1.3 below. This is the productive age group that is of interest to the

study. Of the total adult population, 65% (7 1,132) are considered poor. This is the population

that lives below the poverty line.

1999 2008 2010 2012
s Male Female Total Male  Female Total Male Female Total Male Female Tot
(ear 3.308 3.321 6.629 3.768 2046 7.834 3.094 4.266 8,261 4.254 4,543 8.7
(ears 2,780 2858 17,638 19939 19.827 39766 21025 20,906 41,931 22,391 22,264 44,6
1(3-5) 19,584 19434 39018 10669 11305 21975
chool (6.13) 21166 20450 41616 25380 26321 51701

yschool (14-17) 7,886 8,062 15948 9996 10,529 20,525

>29) 177 24925 43102 24399 33362 57761
Gdyrg 43 476 58341 101,816 44,264 59,520 103,784 46,674 62,760 109,434 49,706 66,837 116,5.
Rk s147 3117 6264 3204 3180 6384 3378 3353 6732 1508 35T
wlation

Table 1.3; Population projections 2010 and 2015

Se i
Qurce: District statistics” office, Kwale. 2008

To address poverty, Dr. Muhammad Yunus dreamt of a poverty free world in 55 years time

through micro-finance programmes (Yunus, 1997). The poor need to be empowered to address



the multi-dimensional aspects of poverty. Although high and sustainable economic growth is
central to poverty reduction, a study by Asenso-Okyere et al. (1993) reveals that promotion of
efficient, sufficient and widely accessible rural financial services is critical to achieving pro-

poor and poverty reduction goals. Access to financial services plays a critical role in helping

the poor.

In a speech he made during the Micro-credit conference held in Nairobi, Kenya in April 2010,

Dr. Yunus said that, Kenya, like many other developing countries, is littered with micro-

finance institutions that have abandoned their original calling. Many of them have become part

of the formal banking sector, obsessed with the competition for profits and expansion rather

than in the provision of affordable credit to the unbanked social classes. Many of them are

Mmicro-credit institutions only in name because they are no different from big banks in the

interest rates they charge, the class of customers they seek out and the requirements they

Impose before considering credit.

As a result of the above, the poor are not accessing the needed credit. There is a need to carry

out a research to evaluate the factors that inhibit the poor from accessing micro-credit.

1.2 Statement of the problem
In Kinango district, the majority of the population was poor and recorded high illiteracy rate

and perennial food deficit. This was one of the biggest chaltenges that faced the population of

Kinango District In terms of infrastructural development, the District lagged behind in poor
schools and health facilities (Kinango

road network, inadequate safe drinking water,

Constituancy Strategic Plan, 2008-2012).

For the last five years the Government of Kenya has developed programmes aimed at the

€Conomic empowerment of the poor in Kinango District. There was the Constituency
ough Kinango Constituency. There was the

DeVeIOpmem Fund (CDF) which was channeled thr
ent of the youth in the district which
Government of Kenya

rict Gender and



Social Office. There were also a myriad of Micro-finance Institutions in Kinango District like
Aga Khan Foundation, Yehu, K-Rep and Kenya Women Finance Trust. Despite the
government effort and of the Micro-finance Institutions, the economic situation of the poor has
not improved in the district. This is evidenced by the fact that in 2009, Kinango District was

declared the poorest in Kenya. It seems the poor in Kinango may not be accessing micro-credit

in the midst of Micro-finance institutions (MFIs).

This study aimed at establishing the factors that influence accessibility of credit by the poor

from government programmes and Micro-finance Institutions in the Kinango district.

L.3 Purpose of the study
The purpose of the study was to evaluate the factors that influence access to credit from Micro-

finance institutions in Kinango District.

1.4 Objectives of the study
The broad objective of the study was an evaluation of the factors that influence access to credit

from Micro-finance institutions in Kinango District. The study was guided by the following

objectives:-
1. To establish the relationship between knowledge level on the existence of MFIs and
accessibility to credit.

2. To establish the relationship between the number of MFIs working in Kinango District

and accessibility to credit.

3. To establish the relationship between procedures followed when applying for credit and

accessibility to credit.

4. To establish the relationship between possession of collateral and accessibility to credit.



1.5 Research questions
The study sought to answer the following research questions.-

1. What is the relationship between knowledge level on the existence of MFIs and

accessibility to credit?
2. What is the relationship between the number of MFIs working in Kinango District and

accessibility to credit?

3. What is the relationship between the procedures followed when applying for credit and

accessibility to credit?

4. What is the relationship between possession of collateral and accessibility to credit?

1.6 Significance of the study

The knowledge generated by this study would be made available to the public. It would

specifically benefit the local community, the Micro-finance institutions, the government and

the international community. The local community will benefit in the following ways:-

areness on the existence of Micro-finance institutions in the district.

I Enhanced aw

2. Increased knowledge on the procedure of membership, requirements for credit and
what would happen when one defaulted.

3. Improved decision making by the community based on information about Micro-

finance institutions.

The Micro-finance institutions would benefit from the st
eness on the actual situation of the potential clients on the ground.

udy in the following ways:-

1 Increased awar
2. What the community recommended to be done to make Micro-finance institutions

needs.

more responsive to their
e study in the following ways:-

The government would benefit from th



L. The government would be able to come up with proper policies to regulate the
operations of Micro-finance as at present, there are inadequate policies. This has
made it sometimes the banking Act being used to regulate Micro-finance

institutions. There has to be a clear cut policy between commercial banks and

Micro-finance institutions.
2. The feedback by the community on what they perceived as the role played by

Micro-finance institutions in the fight against poverty.

The international community especially those who donated their money through Micro-finance

institutions would benefit by:-

L Seeing how their money has benefited the clients.

2. What policies to put in place to ensure regular flow of cash to Micro-finance

institutions.

1.7 Scope of the study
The study focused on the factors that influence access

working in Kinango District. This was based on the poor’s accessibility
in the District. By accessing credit, the researcher assumed

to credit from Micro-finance institutions

to credit from the

identified Micro-finance Institutions

that it would contribute to poverty alleviation.

L.8 Limitations of the study

The major limitation to the study was means of transport to reach out to the rural areas of the

district bearing in mind the vastness of the district and poor road network.

1.9 Basic assumptions of the study

The study assumptions wWere:

I. The respondents and MFIs rargeted for investigatic
ob as per the researcher’s expectation during data collection

yn would provide the right information

2. Enumerators would do a good j

L.10 Definitions of significant terms used in the study

Micro-credit:

This is an institution whose sole respunsiblhly is to give credit.

10



Micro-finance:
This is an institution that combines both credit and other services such as savings and insurance

cover for their clients.

1.11 Organization of the study

The study was divided into five chapters each chapter focusing on very specific information.
Chapter one concentrated on the understanding of the topic of study in terms of definition of
poverty and its many faces, Micro-finance institutions and their contributions to poverty
alleviations and the factors that influence access to credit from Micro-finance institutions.
Despite the influx of Micro-finance institutions as tools for poverty alleviation, poverty is still

on the increase, hence this study that looked at the factors that influence access to credit.

Chapter two looked at what has been written or researched on the topic of study. It focused on
what other writers and researchers have looked as a whole the aspect of poverty in relation to
Micro-finance institutions as tools for poverty alleviation. This chapter has shown that despite
the existence of Micro-finance institutions, it is not everyone who wanted credit accessed it.
There were procedures that one had to follow in order for one to become a member of an MFI,
like attending regular meetings and to provide collateral to access a loan. The above was not
always at the disposal of the poor and became hindrances to accessibility to credit. This chapter

helped sharpen the topic of study and the methodology used.

Chapter three summarized the methodology used in the study. It shows the research design,
targeted population and sample size, sampling procedures, data collection instruments and data

analysis. It specifies where the data was collected and the number of respondents reached.

Chapter four gave a summary of how data was analyzed, presented in a form that could be

understood and interpreted in a way that could influence decision making,

Chapter five outlined the summary of findings, provided a discussions of the findings,

conclusions and recommendations of the study, apart from also providing suggestions for

further research.

11



CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction
This chapter on literature review provides a framework for discussion on poverty and micro-

credit as a tool for poverty alleviation. It focuses on the definitions and meaning of poverty and

micro-credit and their impact on the lives of the poor.This literature review also provides an

overview of the theoretical background that provides the premise of the study. It aiso deals with

the concepts of poverty, micro-credit, objectives of micro-credit, impact of micro-credit ,

poverty in the world and in Kenya specifically, phenomenon of poverty, faces of poverty, ways

o measure the impact of micro-credit on income and consumptions, theoretical framework, and

the variables that influence access to credit from micro-finance institutions.

2.2 Theoretical literature review

2.2.1 Definition of concepts

Micro-finance means transactions in small amounts of both credit and saving, involving mainly

small-scale and medium-scale businesses and producers. The poor, who cannot ran a small

business because they lack capital, may also benefit from Micro-finance organizations. The

Poor, especially poor women are the prime reason for Micro-finrance intervention in many

Countries. The question of whether Micro-finance really benefits the poor depends on how we
define poverty and what kind of help Micro-finance offer

face of poverty varies from country to country (Khandker, 2001). In Pakistan,
free of collateral (the only collateral is the ‘peer’ coliateral)

s to the poor to combat poverty. The

Micro-credit is

3s a credit provided to the ‘poor’

through institutionalized mechanism. This credit is made available ‘as and when’ needed at the

dDorstep of the client (Bajwa, 2001).

008), poverty has many faces, changing from place to place

According to Amina Mushtaq (2

and across time. and has been descri
is a call to action for the poor and the wealthy alike a call to

bed in many ways. Most often, poverty is a situation,

People want to escape. So poverty




change the world so that many more may have enough to eat, adequate shelter, access to
education and health, protection from violence, and a voice in what happens in their

communities.

Poverty amid plenty is the world’s greatest challenge and it has been recognized that successful
development requires a comprehensive, multifaceted, and properly integrated mandate. The

study as Amina puts it, accepts the now established view of poverty as encompassing not only

low income and consumption but also low achievement in social (educalion, heallh, nutrition),

political (voice, empowerment), and other sectors of human development. The impact of micro-

credit on poverty alleviation is so far found to be controversial in the literature. Several studies

have found that micro-credit programmes have positive impact on eradicating poverty

(Hossain, 1988: Khandker, 1998, Wahid, 1993; Yaron, 1994).

2.2.2 Collateral and growth of Micro-finance Institutions
According to Shahid Khandker (2001) in his speech “Does Micro-finance Really Benefit the

POOI?” observed that strategies such as collateral-free, group
savings (even in small amounts) has mitigated their formal counterpart’s problems of poor

-based lending and mobilization of

dutreach and high loan default costs. But the apparent success has caused Bangladeshi Micro-

finance Organizations to bear high transaction costs, in order to keep credit discipline under

Sroup pressure and monitor borrowers’ behaviour. The transaction costs are substantial, and

Programmes rely on donors to sustain their operations (Khandker 1998; Khalily, Imam, and

Khan 2000: Morduch 1999; Yaron 1992, 1994). Nonetheless, governments and donors continue

0 Support micro-finance programmes in Rangladesh. expecting that such investments will

benefit society. In comparison to Malawi, the interest rates on loans in Ethiopia can be said to
because of the highly controlied nature of the

er, 2003).

7€ at acceptable levels and this is mainly

Ethiopian economy and the inflation rate (Pitamb

Khandker considers savings as an ‘ndicator and finds that this factor has an influence on
*radicating poverty. He argues that credit programs do stimulate savings because micro-credit
DOrowers make mandatory savings every week, which they are entitled to withdraw at the end

i iti icro-credi : sitive impact in
IF their membership In addition, he finds micro-credit programmes have a po p

13



generating not only voluntary savings but also additional savings among the borrowers

(Khandker, 2000).

For Cameroon, especially, the material resources are abundant, the financial resources are

available, but the missing ingredient is the political will to make the right mix. It is understood

that there is no blueprint for micro-finance initiatives; each initiative must adjust to the specific

cultural, political, and economic setting in which it operates. Allowing for such diversity, the

following principles are highlighted:-

1. Pool together people's resources through group organizing,

2. Rely and build upon what people know — tradition.

3. Reinforce micro-finance to empower the African private sector.

4. Strive for efficiency.

To ensure wide and deen outreach, financial institutions should aspire to operate on a

Sustainable basis. Without well-managed sustainable institutions, it is very difficult to meet the

Unmet (and perpetual) demand for financial services The most important role for Governments

1 ensuring an €na
overnance and accountability. According to the

Y . . T ing environment where micro-
nd the international community 1 bling ¢ icro-finance

May flourish is the promotion of better £
Consultative Group to Assist the Poor (CGAP), the last few decades have shown that
2overnments are not good lenders 1o the poor and often engage in this activity for short-term
Political gains. Governments themselves should not be involved in the costs and pricing of
ole: in general, they provide the legal and regulatory

financial products but can play & pivotal 1
al institutions to decide their own pricing. As some

for financi

Sifuctures that make it possible
e enough to support institutions that reach out to very poor

fmancial sectors may not be matur
ents may also help with targeted assistance to better

Se8ments of the population, the governm
'Megrate these people into the economic landscape

The role of governments can easily




complement the work of donors, social investors and civil society (Micro-credit Summit for

Africa, 2005).

Nirmalya Biswas, writing in Mainstream, explains that the micro-finance model has been
touted in recent years as a means of poverty alleviation but is in fact another means to exploit
the poor. Neo-liberalism, the contemporary face of capitalism, tries to solve the problems it
creates by the same factors that cause its crisis. On the one hand, there is a surplus of capital
and on the other, is a surplus of the poor. Micro financing apparently tries to solve the problems

of the poor but in reality is just another means of multiplying the return on capital.

Micro-credit appears to be pro-poor in form but in content it is actually anti-poor to the core.

The adverse clauses of the loan agreement are carefull

Package. The ever-trusted media censors certain pertinent information in fear of full disclosure

y kept hidden in a sugar-coated loan

of the evils of Micro-credit. The penniless poor listen to no reason but gracefully accept the

loan offer to avail the cash inflow and solve the present crisis temporarily. The taste of its

bitterness becomes palpable only when the installments fall due. Women are targeted because

they make good clients and not out of gender and equity promoting mind-set (Pitamber, 2003).

2.2.3 Public awareness on existence of MFIs and their beneficiaries

To speed outreach. the first Micro-credit Summit, held in 1997 in Washington, D.C,, set a goal

to reach 100 million of the worlds poorest with tiny loans by 2005, up from 7 million borrowers

that year Yet just that task will require more than $10 billion in new funds plus training for

thousands of new loan officers. "It is a simple idea, but hard to implement," said Sam Daley-

Harvis, director of the Micro-credit Summit, noting that hurdles also include limited public

Wareness of micro-credit. "An earthquake makes news, not the tens of thousands who die of
Malnutrition every day." What are the factors that make it hard for micro-finance to reach the

(argeted 100 million of the world’s poorest? When
n as usual!

Kinango District was declared the poorest in
Ke“ya, did it make news or life went ©

The 200 Global Micro-credit qummit (Halifax, Nova Scotia) pledged to provide micro-

finance 44 175 million poor households by 2015. Governments and development agencies
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agenc.es

support the expansion of micro-finance institutions which often specifically target women, who
account for the vast majority of clients. Traditional networks and peer reviews ensure
creditworthiness and loans are secured through joint liability. There are a range of models for
micro-finance institutions including non-governmental organizations, credit umnions,
cooperatives, banks and non-bank financial institutions and Government organizations. In some

cases, the institutional forms are hard to distinguish from government banks operating micro-

finance services in collaboration with non-governmental organizations or credit cooperatives.

In general, it appears that clients who participate in micro-finance programmes on a continuing

basis eventually realize better economic outcomes than non-clients. For instance, in terms of

Income, there is evidence that access (o credit has given many poor people the means to

increase, diversify and protect their sources of income. In addition, micro-finance institutions in

many parts of the world have reported improved food expenditures and employment

Opportunities among their clients. Access to micro-finance has also be
and related improvements in health among poor clients

en found to promote

Increased expenditures on education

and, in this respect, it can enhance human capital in the long term (Bulletin on the Eradication

of Poverty, 2004),

. . , Zctive participants in economic activities.
Thmugh micro-finance, women have become active f p

Fur‘thermore, as a result of microfinance, women own assets, includin
ake on positions of leadership in their communities.

g land and housing, play a

stronger role in decision-making, and t
Some areas have witnessed a shift in values and expectations that affect women's role in
society. However in others, women's ancoessful businesses have only added to their burden;
Women may be bringing in significant money through their work and dedication to their
€Conomic activities though this does not alwavs translate into more power in the home, tn‘ey
often work in the market all day and then come home to the same domestic and family
Tesponsibilities that are not shared among the male members of the household. Though some
studies indicate many loans are extended to women and paid back by wcl)men, they are int fact
used by men Thus empowerment cannot be assumed to be an automatic outcome of micro-
finance programmes, especially given socio-cultural settings where women arle textren‘lely
disemp0wered_ Women Were speciﬁcaiiy targeted because they make up the majority of the
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poorest of the poor in the rural areas and are responsible for the social and economic welfare of
the family (Pitamber, 2003 & Amina, 2008). Further more many NGOs and donors were
dictated by gender policies which specifically called for increased micro-credit outreach to
women, and these micro-credit programmes did not limit their desired impact to poverty
reduction only, but extended it to achieve women’s empowerment (Khandker, 1998; Kabeer,
1993). Poverty reduction and women’s empowerment are not the one and the same and that

poverty reduction does not automatically lead to women's empowerment (Pitamber, 2003).

It is also necessary to point out that years of research have not extinguished the debate about

who exactly benefits from micro-finance. As the path out of poverty is rarely linear, other sets

of data point to the importance of targeted assistance in helping the very poor before they can

nake good use of financial services. Though there is some concern that official development

assistance will be diverted from health, education and clean water projects, helpful

nterventions that are focused on increasing the incomes of poor people may also range from

>uilding infrastructure and opening up new markets for the produce of the poor to providing
Jusiness development services. As financial services are not right for every situation, it is often

hese interventions that will create conditions and opportunities for micro-finance and not the

dther way round

N a speech during the launch of Kenya Women Finance Trust Wide-Area Networking and

Websites on April 20, 2004, the USAID Kenya Mission Director, Kiert Toh said that there are

10t many micro-finance institutions in Africa that have achieved the level of success as the

{enya Women Finance Trust h

Xganization to become one of the largest mi

as. The Trust has developed and grown from a small
cro-finance institutions in Kenya; today, serving

ver 100,000 customers, with a specific mission to serve low-income, women, and small-scale

‘Ntrepreneurs The loan repayment performance is over 97 percent. This is an excelient

ichievement by any standards of prudential management of financial capital. It is certainly

nany times better than the performance of Kenya’s development financial institutions and even
r

Ome banks in Kenya that have much higher non-performance loans in their portfolio.

‘or an increasing number of poor people, micro-enterprises are a source of employment and

NCome where no other alternatives are available. They have provided economic opportunities
o0

17



and livelihood for a number of the poor in Kenya. The experience in Kenya and elsewhere has

shown that support for micro-enterprise finance has done more than simply act as a charity or a

social safety net. It is an investment in productive, economic activities with high payoff, if

properly targeted and managed.

The presentation delivered by Dr. Khwima Nthara, Economist for the World Bank country

office confirmed the positive contribution of micro finance to poverty reduction on all

following indicators: incomes, expenditures, acquisition of assets, nutrition, education status of

women and basic financial management. However, there are challenges such as the

Sustainability of micro finance in view of declining resources. That sustainability also depends

on proper targeting of the recipients of micro-finance. The designing of appropriate packages to

Suit the needs of the various groups is time consuming and requiring proper plann
ance to the target group, thus making interest rates

ing which

i ) )
Ncreases the cost of extending micro-fin
higher than commercial banks in some cases. In

©xtending loans to people without collateral, there is a tendency t
them to borrow as a group. What then inhibit the poor

order to minimize the risk involved with

o focus on women because of

the high repayment rate and ability for
People especially men from accessing credit? There is need for research on this.

said Dokmo, chief executive officer of Oak Brook, Ill.-based

It ; . .
t15 more than just lending,
more than

(}pPOI‘tunity International, whieh lends $40 million yearly, supporting more than
2 : .
50,000 jobs worldwide. "I have seen women [in micro-lo

Organ; .. ices for their communities. This also is
8anize to get electricity, sSewage and ot

an repayment groups] in India

her basic serv

i ' o - (1]
out dignity and democracy.

e first thing is for the poor to have access to the

. Micro-finance has to benefit the poor th
(Mudibo, 2006).

Seryy L i
CIvices offered by these institutions, moreso credit

2-2.4 A"ﬂllability of MFIs and their limitations
p networks in man

o deregulate the econom
ate a more conducive environment for increased

A . African countries taking advantage of
large number of MFIs have set U y & g

Ingr.
®ased pressure on governments t

y and the financial sector,

on
COurage competition in all sectors and cre ! .
an attractive business over the last decade

: . me
Production Thus, micro finance delivery has vece
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in Africa. Some of these MFIs are local based, while others are either regional or even

international.

There are several good reasons for giving loans exclusively to women. First of all, the Grameen
Bank aims to provide loans for the poorest of the poor. As women are among the most
disadvantaged in Bangladeshi society, the poorest of the poor are often women. Secondly, loans

given to women seem to bring more benefit to the family than loans given to men. Women tend

to use the income generated by the loans to promote their children’
radios, motorcycles, gambling and tobacco, which is often the case with loans given to men.

dit risk takers than men have. They are less mobile and

s welfare rather than for

Finally, women have proven better cre

sacially more vulnerable than men, and therefore easier to apply pressure to. A married woman

finds it difficult to leave home and defaulting on a loan could damage her reput
owers go to great lengths to ensure repayment of the loans

ation seriously

in the village. Therefore, female borr

(Rahman, 1999).

The World Bank study, based on the 199171992 household survey, indicates that less than 5

dercent of borrowers lift themselves out of poverty each year by borrowing from a micro-
finance programme (Khandker, 1998). Despite the large inflow of micro-finance, the incidence
df rural poverty remains stubbornly high. The incidence of rural poverty, which was 54 percent
N 1983/84, remained above 50 percent OVer the last decade (Ravallion and Sen 1995). A
30vernment estimate indicates that poverty fell to about 44 percent recently Although this
lecrease i encouraging, the incidence of poverty remains high and reminds policymakers of

n arresting poverty. It
ority of the poor and women, to whom formal

the Tirmisn et . . is well established that micro-finance
¢ limitations of micro-finance |

Programmes reach an overwhelming maj

With their expenses of outreach and loan recovery,

ﬁnanc'ial institutions are inaccessible.
difficult to achieve financia

portfolio diversification and other actions. As the

Bangladesh orogrammes fin d it | independence, despite their

Struggle to become cost-effective through . . - )

majOrity S P ce clients are poor. the survival question of micro-finance is linked with
micro-finan

the dynamics of poverty.

E . . o-finance, albeit at a slow rate, poverty is rampant In a
Ven if poverty decreases through micr

SRR & sroerams in the world. Micro-finance is
co ¢ micro-finance prog
Untry that has the largest presence ©



not to blame for this high incidence of poverty. We must admit that micro-finance is only an
instrument among a large number of poverty reduction strategies that policymakers must
pursue to reduce poverty. Certainly growth is a significant factor in reducing poverty.

[nvestment in human capital and other means to empower the poor are important tools for

reducing poverty (Amina, 2008).

Micro-finance issue was put into a global context. A consensus emerged that successful micro-

nance operations relied upon the existence of enabling environment consisting of efficient and
wdequate infrastructure; health related schemes, insurance policies, adequate regulatory

Tamework, sound macro-economic environment and financial stability, as well as a greater

nvolvement of civil society. As far as the outreach of micro-finance is concerned, it was also

nentioned that youth, women, poorest of the poor, and rural population had not received

*nough attention and focus.

Africans have a tradition and local institutions that are used to pooling finances, human,

naterial and technical resources together to solve local problems. This already existing

*apacity and these local institutions must be strengthened through the micro-credit.

At the time when the United Nations has decided t
New Africa’s Partnership for Development (NEPAD), there is need to place micro-credit in the

>ontext of the global mobilization of resources needed.
s regarding micro-credit will come through increased

o support African Development through the

The success of the United Nations effort

'dvocacy, better coordination of initiatives of organizations of the UN system, increased donor

upport. and increased efforts to ensure that resources generated through the micro-credit

‘ampaign are strictly utilized for poverty eradication (Africa Advocacy Forum II, 2002).

According to Mudibo (2006), Kenya has approximately 3,120 financial intermediaries

‘ountrywide, which operate outside the supervision of the CBK. These are widely represented

N the rura] areas The larger the number of MFIs in an area, the wider the choice and the more

‘Ompetitive they become, which may lead to better service delivery
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From the micro-finance standpoint, there are still major obstacles to overcome in order to make

micro-finance an instrument for rural development. These obstacles among others include:-

.

Institutional stability is a must. Many MFIs today are ephemeral, created today and

dying tomorrow. Institutional stability is characterized by a permanent location, it must

stay long enough in an area to build trust and gain the confidence of the local

secured infrastructure. It should be managed by people from

population. It should have
d It should equally develop a pattern of

the community, thus be community-base

zation to provide the financial resources for their own development,

savings mobili

before seeking for external assistance.

Making financial resources available is the key 10 keeping the MFIs alive. Although

the rural population is small,
own savings. In addition to local savings in the MFIs,

savings mobilized by rural people must start by counting

on themselves and on their
elp. This help can come In the form of subvention,

governments and donors should h

nward lending, or direct assistance. These external sources of finances

cheap loans for ©
e microfinance sector in order to stimulate productivity at the

are necessary today in th

base.

is another crucial point. A very poor

people about loans
smanagement procedures in the formal commercial and

5 were considered like handouts from the state

Re-education of rural
precedence was set by the mi

banking institutions. where loan

s today need education
eveloping their activities far beyond the subsistence stage or

not only in loan management but the
benefactor. Farmer

technical knowledge in d

level of development.

vings Capital flight from the rural to the urban areas should be
avings.
ough money for the d
ewarding rural activities would
in high vielding deposit accounts in

Stabilization of rural s
checked in order to have €n

often the case that lack of well T
urces by putt?

evelopment of rural activities. It is
oblige MFIs to justify
ng them

their mobilized reso

commercial banks in the cities.

21

o



5. The issue of institutional viability versus poverty reduction is a paradox to address.
Governments and donors especially should assist MFIs that have a vocation for poverty

reduction to resolve this paradox. This assistance can come in the form of start-up

subvention for the infrastructure needs of the new MFIs, in the establishment of a

revolving fund, or by creating financial services opportunities for MFIs in rural areas.

For example, MFIs may pay social insurance allowance to retired workers of the

village. In this way, MFIs will n
administrative sustainability. Great flexibilit

in order to strike a comfortable paradoxical balance.

ot wholly depend on the profit from loans to reach their

y and ingenuity must be exercised by MFIs

“ven though many of these anecdotal studies clearly support a role for micro-finance in

wchieving the Millennium Development Goals, a key challenge in measuring the impact of

Ticro-finance is obtaining reliable data. Sometimes clients are recipients of mor
finance institution (MFIs). For MFIs, it

e than one

droduct, which are provided by more than one micro-

>ecomes hard to obtain measures on the exact impact of their services and products on their

e the answer to the ques
t and savings. The breadth and scope of micro-finance

lients' lives. They also do not hav tion of what proportion of the

Population even has access to credi

Yinders researchers' ability to determine who 18 providing what type of services, at what cost

Ind with what effects.

- -finance institutions to rea
What are the current inhibiting fa i cgehiitne

ctors that do not allow micro

Millions of poor people in Kenya?
Still, § is an uphill cli mb for micro-lenders 1o reach the needy. The United Nations estimates
ss than $3 a day And while micro-finance 1s

hat half the world's population lives on le

e countries, the tiny loans to the poor still account

year in som

®Xpanding fast, up 25 percent 2 .
ommercial lending worldwi

Por less than 1 percent of all ¢ de, studies show. What are the

hmderiﬂg factors?
es on micro-credit suggests advantages such as income

A quick overview of impact analys N
8eneration schooling and social inclusion (Morduch, 1999; Rahman, 2003). Critics of the

cate that micro-finance has, until today, mainly focused on

mj e
Cro-finance movement indi
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people, who have no access to financial services, but not to people who are poor (Guerin and

Palier, 2005: Lesaffre, 2005). Combining micro-credit with micro-insurance can lead to more

inclusion in terms of access to socio-economic services, but can also sharpen certain

exclusionary mechanisms. Recent literature indicates that there is evidence about unintended

exclusionary dynamics as a consequence of introducing micro-finance (Guerin and Servet,

2003; Rahman, 2003). An excessive focus on financial sustainability is reported to encourage
micro-finance agencies to cost down interventions and put stronger emphasis on profit making,

with unintended potentially negative consequences for poor borrowers (Morduch, 1999,

Woller, 2002, Rahman, 2003). A well known example of an unintended consequence of

mtroducing community-based micro-finance mechanisms is the increased dedication of women

to associative work impacting their children (often girls) who cannot attend school anymore to

compensate the family care obligations (Servet, 2005). Another example is the nature of micro-

ms reinforcing the inability of a certain segment of the

Insurance exclusionary mechanis
s. Moreover it has been noted that most surveyed

Population to participate or pay premium
micro-insurance schemes do not offer a su ficient array of social services to effectively protect
their members against key risks, and hence give them an unrealistic feeling of safety (Raeza,

2002),

alleviation tool. But how relevant 1s it for children and

Micro-ﬁnance is by definition, a poverty
Youth, who represent more than half of the poor in the Caribbean and worldwide? If the poverty
understanding of the poor is needed

'SSue is to be addressed successfully, a specific

Despite the international attention for miero-finance, more than 30 years of experience and an
estimated over 110 millions of clients being served as today, recent evaluation on the

important promote
evealed that less than a quarter of the

effectiveness of the portfolio of its most rs such as the World Bank and the
rogramme (UNDP) has r
re judged successful
re strongly donor and government-driven and lack

United Nations Development P

Projects that funded micro-len ding we (Rosenberg, 2006). Similar sources

Indicate that also micro-insurance schemes &

®Vidence for results (Baeza, 2002).
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Field observations show that most MFIs in Malawi and Ethiopia can be categorized as profit

oriented, with a clear business approach, with a good network into the rural areas, and with

minimum expenditures on training or group mobilization allowing for high repayment rates

with minimum risk exposure (Pitamber, 2003).

2.2.5 MFIs procedures for membership and credit application

In Cameroon the question is how (O make micro-finance institutions succeed where the

financing by formal financial institutions failed. Compared to the formal banking institutions

MFIs have a number of advantages that make them much suitable for assisting rural areas.

First, there is proximity. Many of these institutions are created in the rural areas closer to the

people. Second, the simplification of membership procedures and open access 0 many people

lo access the services that MFIs provide Third, the less stringent conditions for loans, often

with no collaterals are also favourable to the community borrowers. Fourth, in most cases,
People in the rural areas through the savings they mobilized have a feeling of ownership and
real participation in their own development. All these lead to a better channeling of resources to

€nd-users in the rural areas at lower transaction COslS.

ddress the needs of those clients who are

ME1s operate in niche market because they &
h risk groups or individuals are characterized as

considered “high risk” by bigger banks. Fig
Il loans, high degree of close follow up, business

those with very few assets, requiring very sma
in activities whose income is fluctuating such

3PPraisal and evaluation as well as those engaged
as small holder farmers or petty traders. Thus. the MFIs cater for a market with an operationally
r far :

acceptable demand level and where clients ©

MFIs, however,
ition to the market interest rates and taking advantage

an be protected from the unreasonable conditions

oF informal — e Such charge high administrative costs and higher
al money lenders.

charges for risk coverage which is in add : :
ofthe niche market for micro loans (Nﬁcro—cmdil Gummit for Africa, 2005)
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2.3 Empirical literature review

2.3.1 Types of micro-finance institutions and their impact

According to Mudibo (2006), Kenya has approximately 3,120 financial intermediaries

countrywide, which operate outside the supervision of the CBK. These are widely represented

in the rural areas. During the 1990s, the institutions and organizations that provided micro-

finance and business advisory services to medium and small enterprises (MSEs) and the poor
included the Government, banks, Savings and Credit Co-0
Savings Bank Ltd, rotating savings and credit associations,
organizations. According to the National MSE Baseline Survey (1999/ 2000), nearly 89.6% of

MSEs had never received credit and other financial serviees.

perative Societies, Kenya Post Office

and non governmental

(1) The Government

The Government has played a major role in various attempts to enable the poor access financial
services. Government policy of extending banking services to the rural areas, for instance, led
to considerable improvement in the outreach of the banking system. As a result, there are 54
banking institutions nationwide and over 2,700 Savings and Credit Co-operative Societies. This
has led to rapid expansion in bank deposits and credit in Kenya. However, the existing
high interest rates allowed credit

Inequitable allocation of financial services and comparatively
y in the 1990s.

indiscipline to grow and denied the poor access to financial services especiall

(2) Banking Institutions

* Kw banking institutions in the 1980’s channeled funds from bilateral and multilateral
Organizations to small and medium sized enterp
not however meet

k. the Co-operative Bank of Kenya, Equity

rises as part of Government programmed

] . 2 ll-intended objectives. They were
Projects. These programmes did their we objectives y

eventually scaled down and today, K-Rep Ban

ance Building Society have developed portfolios in micro-

Bu“di“g Society and Family Fin

fi ) . .
Inance on their own initiatives.
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13) Savings and Credit Co-operative Socielies (SACCOs)

The SACCO system is a mutual membership organization. It involves pooling voluntary
savings from members in form of shares. The savings/ shares form the basis for extending

zredit to members. Credit is usually based on multiples of savings / shares. The Co-operatives

Societies Act regulates SACCOs.

A number of SACCOs are increasingly getting involved in offering a limited range of banking

services, through front office operations though legitimacy of their banking operations has been

an issue under discussion. It is becoming clear that SACCOs offer the best opportunity for

MSE entrepreneurs to access micro-finance services especially in the rural areas due to their

:xtensive outreach and proven ability to mobilize savings for on-lending to members.

The Kenya Union of Savings and credit Co-operatives (KUSCCO) Limited has been playing an

‘mportant role in the Poverty Reduction Strategy through advocacy for SACCO Societies and

he members, representation, education and training of the Board members, members and staff,

‘esearch and consultancy services and corporate affairs and marketing for the SACCO

Frat'amity. Other services include provision of decent and affordable shelter through the housing

fund, the inter lending Central Finance Programme and the coverage of loans and savings

through the Risk Management Programme.

(4) Kenya Post Oﬂice Savings Bank Ltd (KPOSB)

KPOSp has since 1910 provided deposit services to small savers. During 2001, the KPOSB

had 16 full branches. 55 sub-branches and 450 outlets countrywide and over 2 million account

ed by an act of parliament and sup
rrently seeking to be allowed to offer limited credit services to its

holders The bank is licens ervised and regulated by the

Mi“isn"y of Finance. It is cu

“Ustomers.
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3) Rotating Savings and Credit Associations (ROS CAs)

ROSCAs are mutual membership clubs registered as social welfare groups. The members pool
esources, which they lend to individual members in turns. There are numerous ROSCAs

»perating in Kenya with several of the smaller ROSCASs not even formally registered.

6) Non-Governmental Organizations (NGOs)
vlany NGOs have ventured into the area of micro finance. NGOs which had their focus on

iocial agenda have taken upon themselves the resp
functioning as  feeder-banks  linking

onsibility of functicning as change agents

Tomoting  people’s  organizations and
inreached/underserved micro-entrepreneurs with the banking system. Besides, specialized

NGO micro finance institutions are also providing para-banking services through innovative

nancial products and services to the poor.

Iver fifty NGOs practice some form of micro-finance in Kenya. About twenty of them practice

Jure micro finance while the rest practice micro finance alongside social welfare activities.
some of the major players in the NGO sector are K-Kep Bank, Faulu Kenya, Kenya Women

m Enterprise Programme (SMEP),

‘inance Trust. Pride Ltd, Wedco Ltd, Small and Mediu
urs Society (KSTES),

Mlachakos Catholic Diocese, Kenya Small Traders and Entreprene

3usiness Initiatives and Management Assistance Services (BIMAS), Ecumenical Church Loans

“und (ECLOF) and Vintage Management (Jitegemee Trust).

"‘““Ul'din_g to Sunita Pitamber (2003) 10 his research on, “Factors impeding the poverty
eduction capacity of micro-credit: Some field observations from Malawi and Ethiopia™,
ﬁSCOVered that, since the establishment of the Grameen Bank as a micro-credit delivery model,
hany programmes have rushed to replicate the relative success and in doing so, a lot of
tention has been given o female micro-credit borrowers. Women were specifically targeted
of the poorest of the poor in the rural areas and they are

'®Cause they make up the majority

esponsible for the social and econom

¢ welfare of the family.




During the 1990s, micro-credit was seen as successful amongst female clients because of high
repayment rates and savings capacities. Furthermore, at the same time many Non-
Governmental Organizations (NGOs) and donors were dictated by gender policies which

specifically called for increased micro-credit outreach to women, and their micro-credit

programmes did not limit their designed impact to poverty reduction only, but extended it to

achieve women’s empowerment (Khandker, 1998, Kabeer, 1998) by enabling them to have

their own income and capital. However there is very little empirical evidence that micro-credit

will directly empower women (Zaman, 1999). Empowerment as a concept is highly contextual

and changes from one environment to another, whereas micro-credit delivery process is applied

in almost the same way in mMOSt COUNLTIES. Poverty reduction and women’s empowerment are

ot the one and the same and that poverty reduction does not automatically lead to women’s

empowerment.

In order to achieve women’s empowerment, there must be a change in gender relations.

Although definitions and understanding of empowerment vary, the broader guiding milestones

increased access to and control over resources and specifically

are generally agreed to be:
making in the household and over her body, improved

InCome, greater participation in deciston-
Negotiation capacity and greater mobility.

Most of MFIs are specialized m the delivery of small loans to a wide range of clients and

MF1s encompass d ifferent
registered as MFls (Magill, 1994)

©Specially the “poorest of the poor” kind of organizations, such as

limited companies parastataJS, in addition to those legally

Expefience shows that some MFIs may also channel delivery and recovery of funds through

ay have an operations a

ments, repayment collection or business monitoring.

. ‘ reement, Thus such MFIs mé
Other exlSting banks w-lth WhICh they m g cemen ]'ll..lh ‘su'.-h Ib |T|.d.:|,"

not directly be involved in loan disburse

8) in her research on “Role of Micro-credit in Poverty

ACCOTding to Amina Mushtaq (200
n Pakistan has many dimensions. The poor have not only

Alleviation” discovered that poverty i .

low income but th so lack access to basic needs such as education, health, clean drinking
ut they a

latter under

nt. results in their social exclusion and exposes them to

. mines and limits their ca abilities and their
Water and proper sanitation. The p

0 »
PPortunities to secure employme
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exogenous shocks. Then the vicious cycle of poverty is accentuated when government
structures exclude the most vulnerable from the decision making process. Poverty in Pakistan
was reported at 31.8%, which comprises of 22.39% urban and 38.65% rural population in the
country. The major objectives of micro credit schemes are: (1) to stop exploitation of the poor
caused by expensive informal credit; (2) 1o provide small loans to poor people at relatively

lower cost as compared to accessible informal loans; (3) to finance economically and socially

viable projects those cannot be financed otherwise; (4) lo empower women within households

ty through active economic participation; (3) fo create
(6) to create self sufficient and self-employed people and

poverty, accelerate growth and improve the living

5 decision makers and in socie
maximum employment opporfunities;

the most importantly; and (7) to reduce

standards on sustainable basis (First Quarterly Report for FY0S on Role of micro credit in

poverty alleviation). What then are the major objectives of micro-credit in the Kenyan context?

Despite the popularity of micro-credit as a poverty reduction mechanism, there is very little

*vidence indicating a real positive net effect on poverty reduction (Mosley and Hulme, 1998,

Wright and Dondo, 2001).

2.3.2 Challenges faced by micro-finance snstitutions in Kenya and other countries

There are many problems that constrain efforts of micro-finance institutions and SACCOs and

imit their ability to enhance growth of financial services to micro and small enterpnses and

hese challenges include but are not limited to:-

lo
““8al and Regulatory Framewor k

ring that players maintain acceptable standards, the

Lx -
While regulation is important for ensu
nhibits MSEs from accessing financial services.

“isting legal and regulatory framework 1 : ‘
e Present f k basically was designed to cater for a formal financial sector and does
:nt framewor all @
ances and meth
n requirements are designed to focus on risks associate d

odologies required to deliver credit and

'Ol recognize the peculiar circumst

Inance to MSEs. The documentatio - .

¥ith traditional banki g practices assessing the value and reliability of collateral, determining
nal bankin 2 S . sl :

e risk of making insider lending, as well as

"Mancial stability of the borrower and avoiding I _ LNy,
ry framework is the limitation it

’ ness in the regulato
gle large loans. A noteworthy weaknes
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imposes on micro finance institutions with respect to mobilization of savings. Under the current

regulatory framework, most micro finance institutions are unable to reach a large number of

MSEs.

Reluctance by Commercial Banks to serve MSFE. Sector

Commercial banks operate purely on commercial basis and have therefore been reluctant to

lend to the MSE sector. This is because MSE borrowers seldom hav
ollateral. While innovative methodologies for lending to the sector

e any credit history or

marketable assets to use as €
have emerged in the recent past, existing banking regulations do not encourage borrowers
whose characteristics are substantially different from those of typical financial institutions.
Reflecting these considerations, only few financial institutions have endeavoured to provide

Inancial services to MSEs.

-ack of information about the potential of the MSE sect
dit from the formal financial sector. Insufficient information

or and its unique attributes has partly

Imited the sector’s access to cre
1as affected accessibility of MSEs t
nstitutions and the MSEs themselves. In the past,

redit and finance to the MSE sector have been formulat
dologies. data on the magnitude of the MSE sector,

o financial services at three levels: policy, support
policies and strategies designed to increase
ed in the absence of reliable

nformation on “best practices” metho
fluencing growth and dynamics of the industry.

‘haracteristics of its operators and the factors 10

diver. sity in Institutional Form

arliament namely; the Non Governmental
anies limited by guarantee) Trust

Co-operative Societies Act,

Fls are licensed under eight different Acts of p
Companies Act(for comp

Societies Act,
ares) Banking Act, and the Kenya Post Office

)rganizations Co-ordination Act,

‘el Trustees (Perpetual Quccession) Act,

-OMpanies Act ( for companies limited by sh

*avings Bank Act.
ation do not address issues regarding ownership, governance

tributed to the poor pe
ry gramework for MFIs requires them to have a more

‘ome of the f registr.
a forms of reg )
DORE formance and eventual demise of

'nd accountability. They have also €OP

fany MFIs. The introduction of a regulat®

30

.



cceptable form of registration that clearly delineates the responsibilities of owners, directors

nd management.

adequate Governance and Management

he capacity to effectively govern and manage MFIs is yet another factor that impedes the
*Ctor’s development. Any individual or institution can easily set up an MFI, leaving the
urden of due diligence to the donors that fund the institution. Some of the donors however do
ot have adequate capacity. As a result, the industry has been made susceptible to unscrupulous

Perators who give micro finance a bad name. This has led to waste of resources and at times

'Ss of client’s money. Furthermore, lack of clear ownership structure has led to poor

>vernance and failure of many MFIs. Finance and banking requires sound management

gardless of the size of transactions. Poor management of financial institutions not only affects

€ institutions in question but also the economy as a whole.

mited Quireach

Fls, in Kenya, and Africa at large, have very limited outreach compared with those in other

untries. Based on National MSE Baseline Surve

0 formal organizations providing financial services L0 the
mall. The major micro finance institutions providing credit

y carried out in 1999/ 2000, there were about

poor. The number of the poor they

® reaching is however relatively s
MSEs had 97, 329 active clients with a loan portfolio of shs1.3 billion 1n 2001,
oluntary and forced) with savings totaling Kshs

're were a total of 117,647 active savers (V

S million at the end of 2001. The MFIs in Kenya t
micro finance is to serve d Jarge number of clients. Serving a

r hoth financial

herefore serve a limited number of people

d yet one of the principles of
viability and developmental impact.

8¢ number of people is necessary 0
tending and savings technologies, management capacity,

a . ol
Ny reasons, such as inapproprate

nd lack of enabling legal and regulatory framework, account for the
—up a g leg

ltura] norms and set i di p )
. tion to this predicament for micro finance to
¥ outreach. MFIs must come Up with a solu

ive.
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Jamited Access to Funds

[he shrinking donor funds are today the only source of funding for many MFIs. Moreover
most donors funding come in bits, which make it difficult for MFIs to plan effectively.

Although some MFls put to use deposits collected from their clients, this 18 not a common

practice. The law prohibits institutions from taking public deposits unless they are licensed

under the Banking Act.

Related to the access to funds is the impediment to developing new products, particularly

savings products As mentioned earlier, savings products are not only important as a source of

funds to MFIs but more so as a service in greater demand than credit. Again, regulatory

provisions constraining MFIs from taking deposit

o-finance and its impact on poverty (Chowdhury,

s hinder this development.

There is a growing body of literature on micr

2009). However, there are considerable difficulties in gen
thodologies used, problems m disentangling the eftects of

eralizing from the findings of these

Studies owing to the different me
Micro-finance from other effects on incomes, and the variety of institutional structures

mvolved. A recent survey summarized these difficulties as follows:-

mative effect of micro
singly little rigorous research that attem
to identify how different approaches to micro- ‘

-finance on individual borrowers

T
here are many stories of the transfor
pts to isolate the |

J E 5
Ut until recently, there has been surpr!

l .
Mpact of mijcro-finance from other factors, or
fi

ance change outcomes.

uestions have been raised: first, to what extent has

ing households out of poverty on a permanent

mmes reach the “core poor” and not just

|
U terms of poverty reduction, tWO key q

mlcro“ﬁﬂance made a lasting difference in bring
ro-finance progra

L the above twoO questi
what are the hindering factors? There is a

Dae; .
S second, to what extent do mic
ons, the researcher adds a third

the better ofr among the poor? Wit

nance does not reach the poor.

quEStion (134 .
of “if micro-fi
Jobal Development, 2007).

8D on this, which need to be filled (Centre for G

pstitutions
) in & research on “Combined Micro-Finance”

According to Koen Rossel—Cambier (2008 :
ealized that in the last ten YEArs, ©n¢ of the most remarkable revolutions that has happened in
in the las »

2.3 finance i

-3 Innovativeness in micro-
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the micro-finance thinking and practice is the change from a focus on a credit mono-product to
1 full array of financial services, and from a target of micro-enterprises to the broader market of
ow income households, including both business and family needs (Murdoch, 2004). Initially,
nicro-finance was called together with micro-credit, and lending was the focus (Rhyne and

dtero, 2006). The transition from micro-credit to micro-finance has brought a change outlook,

growing realization that low-income households can profit through access to a broader set of

inancial services than just credit (Armendariz de Aghion and Morduch, 2005).

he new approach to micro-finance includes the supply of loans, savings and other basic

nancial services to the poor (Helms, 2006). People living in p
their businesses, build assets, stabilize

overty, like everyone else, need

diverse range of financial instruments to run
dnsumption, and shield themselves against risks. Financial services needed by the poor
dit, savings, pensions, insurance, and money

iclude working capital loans, consumer Cre
ansfer services.

areas in micro-finance delivery: micro-credit, micro-

e can distinguish three major service
redit is the extension of very small loans (micro-

vings and micro-insurance products. Micro-C
ans) to the unemployed, 10 POOr entrepreneurs and to others living in poverty who are not
Msidered bankable (Labie. 1908, Helms,

9ployment and a verifiable credit history

2006). These individuals lack collateral, steady
and therefore cannot meet even the most minimal

laliﬁc"“tiOI"ls to gain access to traditional credit. Micro-credit organizations offer different kind
d home improvement loan
capital, agriculture or leasing.
ding) and products can be differentiated in function

s. education loans, consumer loans, or
Products such as housing an ! .

. Lending can be delivered
Siness loans for working and fixed
jiVidually or through groups (groups len

collatera] ¢ installments and other lending methodologies (Crijns and all, 2006).
, repayment 1

t for the poor than for the better-off (Hirschland,

d in hand with the supply of deposit and payment

ale investment funds, money transfer services

€ Need to save may be more U gen
. . : n
05). Micro-savings services 80 ha

-SC
Muctg such as current accounts, gmall
pill payment §

g High frequency

ervices. A distinction can be made between

ludj . :
n an various ] . y
g remittances and saving intends to fund short-term

8" and “low frequency’ savin
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investment and to smooth consumption from month to month or from season to season,

whereas low-frequency saving is more steady and deals with the long-term accumulation of

capital during a person’s life (Armendariz de Aghion and Morduch, 2005).

Micro-insurance is the protection of low-income people against specific perils in exchange for

‘egular monetary payments (premiums) proportionate to the likelihood and cost of the risk

s with all insurance, risk pooling allows many individuals or
(Atim, 2000).
e insured event (life, health, age, accident,

tional features (Churchill, 2006; oo

nvolved (Latortue, 2003). A
Iroups to share the costs of a risky event
Mlicro-insurance can be different depending on th

redit or property), payment mechanisms oOr organiza
). Combined micro-
ree described product areas -loans, msurance or

STEP, 2002: Dror and Preker, 2002 finance (CMF) can be described as the

‘ombination in the supply of one of the th

er to deliver a more comprehensive package of service to clients.

avings- to the poor in ord

certain micro-credit institutions have developed their

In Benin and Burkina Faso for example,
focus only on the distribution and work together

YWN micro-insurance products, whereas others
ompany for calculating

nsurance company develops an
-finance institution is often

and managing the risk (outsourcing).

Wi .. .
th an existing insurance ¢
d offers its own combined

Another example is that an existing 1

Ja . . . S s on
sed on its close relationship with clients a
ance company is its ¢

7). The strength of a micro
d distribution coverage within a geographic
region. The strength f an insur apacity to identify and manage risks

re .
lated to insurance products.

1 Micro-finance (CGAP, 2006) agreed on a

, Level Meeting O
and endorsed five key elements of

Joint Memorandum,
arking performance. These are strategic clarity and

D a

Partici ) -
Tticipants in the second H1g!

Co . . .
Mmon action plan outlined 11 2

effemi\,eness for assessing and benchm
ity for results, relevant knowledge management

new d
and creativity and a coherent approach, which

CohemnCe, strong staff capacitys accountabi
Bringing in
diversity
ctice principles.

imensions to the micro-finance delivery

dn i .

. appropriate instruments.
ch

alle“ges donor agencies tO promote

pl‘omotes Consistent apphcation Of gO'lZ}I.J"I]TE.l
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evelopment agencies should be aware of their organizational limits and specific added value.

is not only their mission or technical capacity which determine th

clated to their organizational functioning and procurement impact the way

eir effectiveness. Most

fien parameters

hey effectively support combined micro-finance. This is especially true, when we observe the

introduction of new, private investors in the micro-finance sector. These institutions are not

supported by public funds —mostly intended for poverty alle
or because they see this as a way 1o invest in the informal ec

viation- but are interested in the

micro-finance sect onomy and

iltimately develop profits and strategic market outreach.

Efficiency in microfinance is a question of how well an MFI allocates inputs (such as assets,

produce the maximum output such as number o
(Ba]kenhol, 2007). Efficiency of micro-finance schemes may

as its geographical location, the legal context, the

staff and subsidies) to f loans, financial self-

sufficiency and poverty outreach

lepend on different external variables such
e delivered, the level of subsidies and hu

s has to take into account these elements and

man resource capacities. Combining

wvay products ar
-to a large extent- the

nsurance with credit scheme

‘hange of efficiency by introducing CME will depend on its compatibility with these factors.

it. 1997) classified the micro-credit programme in Bangladesh

¥orld Bank (Micro credit Summ = : :
] . the poorest. The programme extends sma
S one of the most effective anti-poverty p

ple that ar¢ not ba

tools for
nkable
t minimum qualifications to gain access to

0 These individuals lack collateral, stable

ans to unemployed poor pe°
Tployment and therefore canno
Ormal credit. The dynamics of socia

©Ontrive in a manner that it separates the rich
n a better position.
religlo

t meet evern the mos
{ economiC, political, cultural and environmental forces

from the poor, Strong
The chemistry of sociology and the social

from the weak, haves from

L
"¢ have- hose 1 :
e-nots and favor ¢ n and age, play an importam role 1in

y, caste,
over Tesources for vari
<ocial structures and institutional settings,

actors | er. ethnicit _
ike class, gendef. ous groups of people in a given

letel‘mining the access to and control
ps among p
5 over resourc

inder) d
ind ¢ . rOmOte (or han
he policy framework that P the double burden of gender and poverty

women wh

eople, their

‘Ociet ] ionshi : i
Y Tt is these relations e base (physical, human, intellectual and social)

iInd the; d
mman
ir access to, and €O evelopment. These factors are all the more

® )
levant in the case of

'S“bfahmanyam, 2000).
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Analyses show that public institutions’ micro-credit is not available during the whole year, but

seriodically in accordance with the institution’s annual funding programme. It is not possible to

ely on whether and when it will be provided.
ind centralized. with a small or no influence of the loca

rrocess. Except of the Serbian National Employment Service, which has branches ali
orrower’s living places. The credit purpose is strictly

The procedure for applying is rather complicated
] institutions on decision making

around

he country, other institutions are out of b

letermined and usually is not compatible with the applicants’ needs. Advisory service 1s low

ind rather limited on formal requirements regarding the application process. Caused by

e disproportionably high. Nevertheless, the credit price is

‘entralized procedure, the costs ar
efore is highly affordable.

ubsidized below the inflation rate, and ther

n the other hand, micro loans provided by private sector are highly available — credit supply is
nicro-credit institution’s branches is rather dense and

igh and always present. The net of 1

erritory is covered well. In order to apply
give technical support i
v for risk assessment, but ther
| rivate sector is rather unaffordable — interest rate is

for a micro loan a client is obligated to be a bank’s

n cash-flow analyses and business plan

‘OmMmitment Some banks
le ) e e is a lack in overall advisory
velopment, which is the necessil

®tvice. Micro-credit provided by the p

bove the profit margin
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2.4 Conceptual Framework

INDEPENDENT VARIABLES DEPENDENT VARIABLE
Knowledge on
existence of MFls
Availabili

|\allabll|ty of MFIs | _ Accessibility to credit

Procedures in
application for credit
Security (collateral) L___

et

. —
e

Establish more MFIs

Organize for publicity

awareness on MFIs

Reduce collateral -
demanded to access credit

Simplify application
procedures

-

I

MODE RATING
VARIABLES

. . dit by the poor in Kinango District
Figy , ssibillity t0 €T¢
re 1: Factors influencing acc¢
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2.4.1 Bri
oA rief explanati
ation of the variables i
es in the conceplu
al framework

e

ollowing factors:-

L C
: ollateral o i
= =
security-availability of collateral will enhance access t
o credit.

I(HOW] w
edge n i i i I
0 existence Of MFIS l“ increase the Chances Of gettlﬂg d
cre lt

' Availabili
¢ . .
ity of MFIS in an area increases the chances of the poor getti
setting credit.

be motivated to apply

0 the abse
nce of the above, then it is recommended that the following be don
e-

1 )
, Establish more MFIs.
: C
3 reate awareness on the existence of MFls
. R
4 educe collateral demanded to access credit.

S' - - .
implify application procedures.

LS. S
P Su
mmary of literature
a wide range of literature touchin i
g on various as
pects of the

[hls

C]la W Of
pter covers a leVie

n intr(}(hlctOIy sectiou which touches on a global

.tud

Y topi . .
pic. The chapter begins with a

verty under in

stitutions. The secti

d accessibility to credit b
ure on the historical development of Micro-finan
= ce

vestigation and how it has continued to increas
e

JBISpect;
Pective of the problem of PO
on also touches on the Kenyan situation

N the i
midst of Micro-finance in
y the poor from Micro-finance

Vith r.
e .
gards to increased poverty af

Nstitutj

ti : '

ons. This chapter also covers literat
as tools for poverty alleviation. The spread of

nstitug;
ions (MFIs) globally and also in Kenya
ed in this chapter. Also reviewed in this

s also been cOVEr

F]s
t .
o Africa and to Kenya ha
nt countries and in Kenya on the

dies done in differe

Zha
Pier :
was literature on various Stt
ave been developed over time. Lastly the chapter

rategies that h
how different
ess to credit from MFIs.

‘hai)
e
o nges of poverty and st
Overs o ]
review of literature ari researchers and writers view as the ways of

acklin
£ poverty through increased a6€
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

[his study was carried out in the four divisions of Kinang
residents living in the four divisions of the district. By
dentified. This

o District in Coast Province of

enya. The target population comprised
an appropriate sample for the study was i

1sing purposive sampling method,
ods used in the research study and the related research

‘hapter outlines the different meth

d, the data collection instruments, data presentation and

lesign. It shows the data collecte

inalysis techniques, the limitations and delimitations of the study.

o collected. The primary data was collected

(=

0 this study, both primary and secondary data we
d direct interviews with key informants.

hrough the use of questionnaires. observations an
d to doing such type of work and had

\dministration of data was by an enumerator who 15 use

llection €Xercise The data collected was both qualitative and

€ceived training before the data €O
yzed using Statistical Packages for the Social Sciences

luantitative, The data was then anal

SPSS), a software computer package:

L2 R
esearch design
& cted in Kinango District to determine factors that

|
he research design was a survey study condu
ssing credit fro

n and using rand

uota sampling. Th

thib; m Micro-finance institutions. This involved
it the poor from acce

:Stab]ishing the target populatio

om and purposive sampling which is of two

Vpes: ; e researcher used random and judgment
S: judgment sampling and q 7

Ampl; _ cts who are most advantageously placed
Pling. This sampling involves t

i q
N the best position t0 provide th

he choice of subje
e information required. This sampling method helped to
llected data comp
from the sampled po

rviews with key informants.

ietenn- TN o rised secondary data from relevant
n le. .
. e the study samp = pulation through the use of
“fature and primary datd BhE

= - e e
luestlonnaires, observations and direct int
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3.3 Target population

Kinango District is estimated to have a total population of 230,224 by the year 2010 as per
table 1.2 above. It is also estimated to have a total adult population of 109,434 by the same year
2010. This was the productive age group that was of interest to the study. Of the total adult
population, 65% (71,132) are considered poor. This is the population that lives below the
poverty line. The study population was the poor, that was, the 65% of the adult population
targeted by micro-finance institutions in Kinango District, distributed in all the four divisions
namely: Kinango, Ndavaya, Kasemeni and Samburu. The accessible population for the study

consisted of the poor living in the four divisions.

3.4 Sample size and sampling procedure

The sample study for the survey was 200 respondents. This sample size was able to give
representative information on the district. Amina Mushtag (2008) in her survey on the role of
micro-credit in poverty alleviation used a similar sample size of 200 respondents distributed in
four different areas of the study. Such a sample size generated reliable information that was
useful to this study. The researcher used purposive sampling which is a type of non probability
sampling in which the elements in the population do not have any probability attached to their
being chosen as sample subjects. Purposive sampling confines to specific type of people who
can provide the desired information, either because they are the ones who have it, or confirm to
some criteria set by the researcher. Purposive sampling is of two types: judgment sampling and
quota sampling. The researcher used judgment sampling. This sampling involved the choice of
subjects who were most advantageously placed or in the best position to provide the
information required. These were people experiencing micro-credit or had experienced micro-
credit so they could better tell what impact micro-credit has or had on their living standard.
Better comparison could be made of their living standard before and after utilization of micro-
credit. This sample design was used by Amina Mushtaq (2008) in her research on Role of
micro-credit in poverty alleviation. The researcher selected those people who had either
succeeded in accessing credit or failed to access credit due to one reason or another and those

aware of existence of micro-finance institutions. The researcher also used random sampling to
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selected ivisi ;
per division which gave a total of 200 respondents

3.5 :
Research instruments

The stud
y used i i inci
e a questionnaire as a& principal tool for collection of primary data fr h
F - - . om the fi
w ocus Group Discussions with key officials and members of Community B -
unity Based

Organizati
1zatio i
ns (CBOs). Review of relevant documents on poverty and Micro-fi
-finance

one. Observation was also used where applicable which added to the validity of
idity o

SOme O . .
f the information given by respondents.

3.5.1 s g
Validity of instruments

lo establj :
lish the validity of the instruments and therefore the validity of the data coll d
ected, a

dylot st
udy w usi e same question r
y was done on 15 respondents sing the same ( estionnaire. The pilot stud
| . . study was
tions as set out In the questionnaire and check out if

1imed .
at testing the clarity of ques
e researcher meant. This pre-test was repeated three

€spon .
dents understood them as what th
the questions were clearly set and had similar

lmes unt
ntil the researcher and team Were sure that
sed in the pilot study w

| as it gave an opportunity to

ere not included in the study to avoid

)ia_s Th
e questionnaire was a valid too

ation of the conditions on the ground and

}ne

place to the next, was able 0 make observ

-0m . .
pare them with the written data on the questionnaires.

5.5.2 Ral:
Reliability of instruments
d has been used by many researchers. The

I
L A .
Questionnaire is the most used tool 11 research an

luesti

l - "

Onnaire as a data collection tool |
st done on
t u_nhiased daia

y a[lcviﬂﬁﬂn u
data that enabled her to analyze the situation

elped the researcher to gather structured data from the

15 l-espondents ensured that the questionnaire was

00
- respondents. The pre-t€
e m - "
fStandable and able tO collec from the field Amina (2008) in her research

}]1 th
e ) i B
role of micro-credit 18 povert
e Lo £2€

sed questionnaires and observations to

¢ reliable

"
et primary data. She was abl
rch can be relied on.

15 1
Wwas that time and the findings of the resed
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5. 2 .
6 Data collection procedures and techniques

The survey process began with designing the questionnaire, a princip
tant on how to obtain and record data. The training further

al tool for the survey and

raining one Data Collection Assis

1 i . ,
ealt with how to enter and relate with the community. Before commencement of the exercise,

he researcher paid a courtesy call to the Kinango District Commissioner to share the objectives
I the survey and seek official authority 1o ecollect data in the district. The District

and wrote an authority
ollect meaningful and biased free data,

-Ommissioner was very supportive letter allowing the researcher to

ollect the needed data. In order for the researcher to €

servations were used.
s which included documented literature, journals and

\uestionnaires interviews and ob Review of relevant documents on

o . : . .
verty and Micro-finance institution

®search by other people on the topic was done
(2003) in the rese

This methodology and data collection

echn: . oty ]
hniques were used by Pitamber S. arch on factors impeding the poverty

© . ; . thinnia
duction capacity of micro-credit done 11 i

Malawi and E

W7D
! Data analysis techniques
o electronic form using Statistical

tered manually int
package was used to an
ps among variables determined. Microsoft

|‘|; £
e collected data from the field was €
) -
L alyze data. Frequencies
tkage for Social Sciences (SPSS). The same y q
N . - M H
®'¢ run and measures of assomatlons/relatlonshl
gs in tables.

¢ :
el software was used to present findin

I8 g
thical consideration The purpose and objectives o
si tions f research. purpos jectives of

principles 0
espondent before actual interview started. Pnivacy

pondent was interviewed at a time

I} )
'€ research study followed the ethical

he
fesearch study was explained 1© each T
i hat one res

l'-lrir'| c
y . v b ..
8 interviews was obse Ed ;dentity of individuals had to be concealed.

' rvey were quoted with permission.

ee ) . .
Pl during focus group discussion Jyrif the 52
uring

Al
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3.9 Operational definition of variables

Instrument used

Indicators

Tools of analysis

Variable
Independent variables
Lack of security

La.ck of knowledge of
eXistence of MFIs

Inadequate availability

of MFIg

LOng procedures in
application for credit

b- —_—

Pendent variable
j—CCesmbility to credit
¥ the pPoor

Questionnaire

Questionnaire

Questionnaire

Questionnaire

I

Questionnaire desk
study interviews

Low number of poor
accessing credit

Awareness level of

the poor on existence
of MFIs

Availability and
actual number of
MFIs in Kinango
District

The actual procedures
followed when
applying for credit

Statistical Package
for Social Sciences
was used to analyze
data collected using
questionnaires

Data collected from
interviews was
entered manually and
tabulated. Microsoft
excel was then used
to present information
into tables for easy
interpretation

proportion of the poor
accessing credit from

MFIs

43

Statistical Package
for Social Sciences
(SPSS) was used to
analyze data collected
through
questionnaires. Data
collected from
interviews was
entered manually and
tabulated.




CHAPTER FOUR
DATA ANALYSIS, PRESENTATION AND INTERPRETATION

4.1 Introduction.

The research study was conducted in the four Divisions that make Kinango District, namely
Kinango, Ndavaya, Kasemeni and Samburu. The data was collected through questionnaires,
face to face jnterviews and observations. The broad objective of the study was an evaluation of
the factors that influence access to credit from Micro-finance institutions in Kinango District.
From the pilot study to pre-test the instruments, there was no change made in the data
collection instruments, and that those piloted were not included in the study to avoid bias.

42 R
esponse return rate
\domly selected respondents in the four

A 33
total of 200 questionnaires wWere administered to rat
50 respondents per division. The number of

Dt ) :
Visions of Kinango District targeting
actual number of respondents reached per

re e %
Spondents varied from one division to another. The

diviei . -
Vision is shown in table 4.1 below.

r division

'Ehl.-_- 4.1: Response return rate pe
Di‘q’_ihsfaﬁ'_———_ﬁ.féét}a “pumber of Actual number of Percentage
— respondents respondents reached
gar]{[,',jm --'—"""‘5'0"__" - 78 39
Kinango, 50 58 29
Ndavay, 50 39 19.5
Kasemen; 50 25 12.5
Toty) 200 200 100
s are more accessible in

e is that gamburu and Kinango Division
ding Centr o division is on the
r: hosts Of her trading centres like Taru an
f Kinango
ished offices there. For instance Yehu has an

)
e :
analysis for the above tabl

i . !
s of transport. Samburt! T

e, the headquarters of th
d Mackinnon Road.
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mb -
asa-Nairobi highway- It als District. Due to their accessibility, most

Kj
"ango Division hosts the headqU
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Is €asily reach these places and



office at Samburu and others have agents there. At Kinango, most of the MFIs working in the
district have either offices or agents. This scenario leads to these two places to have more
People being members of MFIs or more aware of their existence. It was also easier for the

researcher to reach to these places than the others, hence the higher numher of respondents.

The other reasons are the high poverty indices in Samburu and Kinango Divisions. Samburu

Division leads in poverty followed by Kinango, Ndavaya and Kasemeni. They are therefore

targeted by MFIs and were the only ho
them,

pe for the community, hence their large membership in

1.3 Respondents’ profile and analysis.

Respondents included those employed 10 pub
e respondents.

lic and private s€clors, self employed and house

Wives, Table 4.2 below gives an analysis of th

rable 4.2: Occ“pa[ion of reSpOl]dentS

e e Proportion percentage
?cﬁ'l'ation Reslmnd_e_n_ts————— - - 45.5 -
B DI |
B 14.5

armel. 29
4 { 10.5

ouse wife ? 8.5
Teq 17 '
R T 8.5
:W'l Servant . 3.0
:h‘ef 2 2.0
0K . 1.5
) )

. Mmunity Health Worker 3 1.5

DgncultuFal officer 2 Lo

; astor 1.0

N 2

5tudem; 1.0
2

‘\ccountam 1 0.5

“’ondUCtor . 0.5

"~ 1

To 200

ta) et



The analysis for the above table is that MFIs target everyone and the research team was able to

each a cross-section of respondents in different professions. The highest number of

‘espondents reached was business people, followed by farmers and house-wives. This could

suggest that most of those who access credit are usually those with established business. It
same out clearly that MFIs target those with business as they do not give starter-up credit. The
armers could means doing farming as a business as was the case at Mackinnon Road where

hey do horticultural farming through the use of irrigation from the main Mzima Spring Pipe

-ne,

L4 Analysis of the guestionnaires.

e level on existence of MFIs
on was designed to establish the respondents’ level of

nango District. Accessibility to credit is dependent on

l.4.1: Respondents’ knowledg
he background part of the questi
Wareness on the existence of MFIs in Ki
he availability of MFIs and awareness O

Ceessibility to credit. When the respondents
areas, 90.5%0

f their existence. This increases the chances of
asked to indicate whether they were aware

f existenc e of MFIs within their responded yes as illustrated in table 4.3 below.

| on existence of MFls

F_.a_ble 4.3: Respondents’ knowledge leve

———————— T = No Factor percentage
— 90.5

\Ware of any MFI 181 s

winango District are aware of the existence of MFIs,

istrict have strategies of marketing themselves to the
d or agents that move from

‘h. -
IS means that most of the PcoPle imn

n . n o
®aning that the MFIs working in the d

t by the offices that have been opene

nstance, Kenya wWomen Finance Trust, Yehu and
at their

om . .
Munity. This was eviden _
e district For 1

\ga Khan Foundation have full-time staff for
to Wh}" KBH_V

'Sposal Th;
_ ason as ) 4
This could be the 1€ and had the highest aumber of clients as shown 1n table

1t . . .
he district as indicated 11 table 4.4
6.

lne pl N
ace to +hin th
another with this work and have means of transport

a Women Finance Trust was the most known
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4.4.2: The number of MFIs working in Kinango District

The background to this question was not only for the respondents to indicate their awareness
.but also be able to name MFIs that work in the district. This information was important because
it would then be compared with their membership to MFIs. When asked to name the micro-

ﬁ . . -
nance institutions that they are aware of, they were able to name 23 MFIs as shown in table

4.4 below.

Table 4.4: Names of MFIs working in Kinango District.

Name of MFI Yes No Factor percentage

Kenya Women 25 115 425

Finance Trust (KWFT)

Yehu 80 120 40

K-Rep 58 142 29

Faulu Kenya 32 168 16

Aga Khan 30 170 15

Kadet 15 185 7.5

Savings and internal 13 187

ending communities s

SILC)

“amily Care 5 195 2t

~oast Interfaith 3 197 L5

“ouncil of Clerics

CIce)

amii Bora 2 198 1

“hirahu Youth Group 198 1

Avings and credit

“Quity Bank ~ %% 1

riends for life Z 8 1

Cilifi Teachers Sacco 2 . 1
5 198 1

Milango Finance
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services

Actionaid 1 199 0.5
Awaluphamba Sacco 1 199 0.5
Jenters Group 1 199 0.5
‘wale Teachers Sacco 1 199 0.5
aru Meat Goat Kiosk 1 199 0.5
‘outh Enterprise Fund I 199 0.5
Yomen Enterprise 1 199 0.5
und

wale Sales 1 199 0.5

espite the fact that most of the respondents were aware of the existence of MFIs in the

strict, most of them did not know the n
o the low level of interaction between the respondents

ames of those MFIs. They were able to name only 23

FlIs. The reason for this could be due't

d the MFIs working in the district. It is

®y were members to some of the MF1

only 71 out of the 200 respondents who indicated that
s named. The other reason could be because most of

ir offices being outside the district. It is the officers of these MFIs who visit the district from

her Mombasa or Mariakani to transact business.

ome of the MFIs mentioned above, only 35.5% (71

ked further if they were members to s
pondents) said yes as :ndicated in the table below.

ble 4.5: Respondents’ jevel of membership in MFIs
E&;l‘ Yes ~ No ~ No response Factor
percentage
1 55
mber of MFI 71 o8 3 3

1evel of awareness On the existence and availability MFTs, most of the
level

spite the high
embers of MFI

s. The reasons could be the strict conditions Or

Yondents were not M
e has to fulfi

p fee, attending 1es

11 to become & member which ranged from joining a group,

wirements that on _ ) :
ular meetings, saving regularly which the poor may

ment of membershi
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10t have time as they are busy looking for basic needs for their families. Most MFIs target

~vomen only which automatically blocked men from becoming members.

Fhe researcher further wanted to know the names of the MFIs in which they were members.

"hey responded as shown in table 4.6.

‘able 4.6: Names of MFIs in which respondents are members.

lame of MFI Yes No Factor Percentages
1ember of Kenya 28 43 39.4
vomen Finance Trust
CWFT)
lember of Yehu 22 49 .
lember of K- Rep 12 g 169
15.4
lember of Aga Khan 11 ol
11.3
[ember of Savings 8 o3
id internal lending
dmmunities (SILC)
4 67 5.6
eémber of Kadet
) 68 42
ember of Kilifi
tachers Sacco g 58
ember of Faulu 2
‘e 0 1.4
ember of Family !
e 70 1.4
cmber of Taru Meat 1
at Kiosk

. MFI was known the more members it got. For example, Kenya
is clear that the more an

st (KWFT)v which w.
ab

for its prosperity.

as the most known in Kinango District, had the

>men Finance Tru le 4.6. Therefore MFIs need to have a very clear

wn int
thest number of members as sho

nbers
rketing strategy if it has (o get met
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Asked to give reasons as to why they chose to register with the above MFIs, they gave the

following reasons as shown in table 4.7.

Table 4.7: Reasons behind respondents’ choice of MFls.

Reasons Frequency Percentage
Friendly loan procedures 11 11.5
Target women only 11 11.5
Friendly interest rates i e
Quick services 6 6.3
Conducive terms 5 5.2
Reach out to rural areas 5 5.2
The only MFI in the area 5 52
Varied loan products 4 £
Owned by community 4 4
Good policies i 42
Friendly repayment period 4 4.2
Flexible toan repayment 2 e
Gender inclusive 3 e
Members share profits 3 Sal
Encourage small savings €.8 2 2.1
Ksh 20. ' ) A
Large membership countryw‘de 51
Ready to work with the poor 2 "
Trust. 2 2L1
Automatic after joining ministry 2 '
Job : 10
Sense of belonging :

Contribute my shares and can

Withdraw and take my money: . 10

Target women only.
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Jood awareness/Sensitization 1 1.0
lrainings are offered i 1.0
_ow registration e g Ksh 100 1 1.0
savings are insured 1 1.0
Affordable minimum savings 1 1.0
Nell organized 1 1.0
Naive loans to deceased 1 1.0
nembers.

Fotal 95 100

lear that clients are attracted to MFIs that understood their situation and

‘rom the above it 1s €

transactions of business. The more attractive the policies were, the

vere more friendly in their
nore the clients they attracted to those MFIs and the higher business transactions were.

‘or the respondents who were aware of the existence of MFIs but not members of any, gave

easons as shown in the table 4.8 below.

behind some respondents not being members of MFlIs.

Fable 4.8: Reasons

Xeason Frequency Percentage
VIFls conditions strict 22 149
Tigh interest rates e 58
Not enlightened on MFIs 12 o
larget women only = 74
Member of others 8 >4
No time to attend meetings s >
“ear of what is already happening 8 =
0 registered members

MIFTs target those in groups ! :;
MFIs exploit the poor : 3- 4
Amount given too little 5 3:4

Short repayment period

51



Fear consequences of loan default
Target those in business

Not yet registered as a member

Not interested

Cannot meet MFIs conditions

‘ear losing cash through MFls
Victim of DECI)

vieeting hours not convenient
“onflict in MFIs groups

VFIs milk the community of its
:ash through high interest rates

Vot owned by the community

No regular income

vIFIs pocket all profits

>erson being new in the area
“oncentrating with studies

Still familiarizing with MFls goals
_ow business opportunity in the
Irea

No identity card

Inly for the unemployed

~ack of skills on entrepr eneurship
ind MFTs do not train on this

VIFIs do not target the poor and
lliterate

JInclear procedures

to be members

>
astors not allowed

X MFis

Total -

52

[N NOW W oW R b

b2

n—l_.—a.—nl\)

147

2.7
2.7
2.0
2.0
2.0
1.3

1.3
1.3
1.3

1.3
1.3
1.3
0.6

0.6

0.6
0.6

0.6

0.6

0.6

0.6

0.6
0.6

100




It was the strictness of MFIs that dissuaded respondents to join MFIs. The unclear procedures
the fact that MFIs pocket all the profits and that MFIs target those in business, left many

respondents de-motivated to become members of MFIs. The is a challenge to MFIs to come up

with better recruitment procedure if MFIs have to continue being tools for poverty alleviation

for the poor.

According to the researcher, accessing credit starts by one having the required gualifications to

be a member of a MFI. These qualifications can be classified into 3 categories. These

categories are age, S€x and occupation. When the respondents were asked to indicate the

membership criteria in the MFIs in which they were members, they answered as follows:-

Table 4.9: Responses in terms of age
Age Frequency Percentage
28-32 40 20
38-42 39 19.5
33-37 31 15.5
23-27 25 12.5
43-47 22 11
48-52 15 7.5
18-22 8 4
53-57 8 4
58-62 8 4
]
63-67 2
1 0.5
68-72
1 0.5
98-102
0
73-77 0
0 0
78-82
0 0
83-87
0 0
88-92
0 0
93-97
200 100
Total _____________________________
__me



The table above clearly indicates that for one to be a member of a MFI, he/she must have

ttained the minimum age of 18 years. This is the age according to which a Kenyan is

;onsidered an adult and qualifies for issuance of a national identity card. This is the reason as to

vhy possession of an identity card was mentioned as one of the qualifications for a loan.
[herefore, membership to MFIs was open to anyone who had att
1ad a national identity card. The above table shows that majority

e of 28 and 52 years. The researcher concludes t

ained the age of 18 years and
of those who were active In

VFls were in the ag hat membership to MFTs

vas made up of mostly people in the productive age group.

lable 4.10: Responses in terms of sex

Criteria ———"" Frequency Percentage
30th sex 43 62.3
“emale only 24 34.8
Male only 2 2.9
Total 69 100

MFIs target womerl. There are women specific MFIs

It is clear from the table above that most
asize on

like Kenya Women Finance Trust Even those which are gender inclusive still emph
rustworthy

t of the members of MFIs were women. Women were more t

Women. As a result mos
; to identify only one MFI that targeted men
nd liked borrowing as 2

Only. This was a very new

ble

group. The study was @
yet to be tested over time.

MEFT1 that its survival 15

ms of occupation

Table 4 in ter
.11: Responses 11 e
C‘-“T———_’"’—"“— —"" Frequency Percentage
Tlteria  ———
'1:-" = = _-_-—-———'__'—-'__'_55 609
hose with business 341
14 .
Both employed and
unemployed 3 4.8
ThOSe with some income al 100
Tota] I
= -_____-_._‘J———,/ e et
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The above table shows that those targeted by MFIs are those with businesses. These were

people who had established businesses which were assessed to verify their viability whenever

they applied for credit. The employed stood a better chance of becoming members and

eventually access credit because they had a source of regular income which formed a basis of

their personal savings. Those with incomes from whatever source had also chances of

becoming members of MFIs. What is very critical is a source of regular income for security.

The researcher was interested to know the length of time the respondents had been members in

the various MFIs. Their responses are shown in table 4.12.

rship in MFIs.

Table 4.12: Length of respondents’ membe

No. of years Frequency Percentage
5 20 27.7
1 12 16.6
3 12 16.6
4 10 13.8
5 8 11.1
10 4 5.5
7 3 4.1
6 2 2.7
8 1 1.3
Total 72____ RS __12)_ .

— -
n the first few years

MFTs, but from year
en MFls were
y of MFIs as

not meet the

“rom the table above, it is clear that the number of membership is higher 1
f joining MFIs. Year 1

5 onwards, the number dro

to 4 indicates 4 higher aumber of memberships to
ps This could be due to the excitement people got wh
years went by, the members started feeling the realit

Introduced in the area. As the

they transacted business with them
To some of those who

nded up losing

Most of them failed to get loans as they could
accessed credit, their dream of moving out of

conditj Fls.
itions set by M even the little that they had saved that made
o say that

pPov lized and €
erty were not rea This is what led Nirmalya Biswas t

e found.
them even more miserable than they were
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nicro-finance model has been touted as a means of poverty alleviation but is in fact another

neans to exploit the poor. This led to the drop in membership.

The researcher was interested to know the number of times the respondents had accessed credit

vithin the duration they have been members in various MFIs. They responded as shown in

able 4.13.

ents have accessed credil

Table 4.13: Number of times respond

No. of times Frequency Percentage

T I ~ 18 28.5
3 16 25.4

2 13 20.6

4 B 12.7

5 2 3.1

6 2 3.1

. 2 3.1

3 1 1.5

9 1 1.5
Total S g

—

s application for credit and accessibility was high

at in the first 3 year

erience of repayin
5 would remove th p cagin

I'he table above shows th

83 clients hoped that MFI

em out of poverty. The ex

hem 12 months maximum) and the absence of

For those who defaulted, may lost their

heir savings in the

| of timeé (most of t
e clients.
me of their guarantors lose t
his has led to conflicts in groups and

sibility to credit

loans within a very periot
8race period, impacted negatively 10 most of th
also have made 50
s. T

buted to the drop in the acces

Assets and savings. This could
r le
oups. This contri

: r
Process of bailing out thel Jjlow membe

dlsintegfation of some of the gr

8 members dropped out of MFIs
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1.4.3: Procedures followed when applying for credit
[he background to this question is to understand the process clients have to go through to get

rredit. The procedures can motivate or discourage clients from applying for credit. This

nformation was important because later it can be compared with MFIs in which respondents

hoose to register as members. When respondents were asked to state the procedures they

ollow when applying for a loan/credit, they responded as shown in the table 4.14 below.

Cable 4.14: Procedures for loan application

’rocedure Frequency Percentage
“ill a loan application form 55 29.7
Apply through the group 36 19.4
Suarantors to sign application 29 15.6
orm
-ertification by area 18 9.7
3hieffLawyer
Recommendation by  loan 16 8.6
‘ommittee/Loan approval
>ay insurance fee/Pay loan 10 5.4
ipplication fee

. 4.3
National identity card <
3 ) 6 3.2
assport size photographs

ttend meetings

N 3 1.6
Waiting period for loan (1
¥eek-1 month
) month) . 0.5
~Opy of li

y of pay ship s 100

Total

hat there Were clear procedures that one had to follow when applying

s tha

ures ranged fro filling app
rm. certification by area chief/lawyer

lhe table above show

or credit. These proced

lication forms, applying through the group,
ing 1o
an a]]plil‘.‘-illil‘.'ll'l fo to having

ome MFIS These

bribes to

sUaranto sign the 1o ;
SRS procedures have led some clients to pay

tach a copy of pay slip 18

57
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aidministrators/lawyers for their loan application forms to be certified. Some had to walk long

listan i i
ces to get this type of service as lawyers offices were not found in rural areas. There was

1eed to simplify these procedures to make them more friendly to clients.

4.4.4: Relationship between collateral and accessibility to credit

Thi \ :
his background to this question was to understand the role played by security in accessing

because the information would compare well to those who get credit

credit. This was important
e as security. When respondents were asked to indicate the type

and what they were asked to giv

E’FS'SCUFity required by MFlIs, they responded as shown in table 4.15.

Table 4.15: Security/collateral required to access credit

?i’c“rity/Collateral Frequency Percentage

ssets, personal savings —_— —35 6000 -
Buarantors

Members, savings and 15 23.07

household assets

Guarantors (3 and above) and 8 12.31

shareg

Household asset and 3 4.62
Buarantors

Total 65 100

ant that MFTs
alified for
of those

f their

The table above conﬁrmed to the researcher that no collateral no credit. This me
e not prepared 10 make any losses. Before one qu

w ;
€re purely on business and Wel . o
one to ascertan the viability

r‘-“r . .
edit, an assessment Of thelr

bus; .
Usinesses. Once they repaid the 04
the cred

businesses were d

ns. MFls had no business following on them to s€€ i

This clearly showed that the major
make profits but not to help the poor

o indicated that he had come out of

it they had got.

with the poor and

find any client wh

lives

Ves had improved due to
Motivation of MFIs was to 40 business
®ome out of poverty. The research did not

. more ¢
Poye o ., There were
rty du - sro-credit 1T
y due to micro o got loans from MFI

Te,
Spondents on MFIs. TO some

omplaints than compliments from

s had to repay using money
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from other sources than from the businesses that they had intended to do. This led to domestic

:onflict in families and left them poorer than they were found.

When the respondents were further asked to state what would happen if one failed to repay the

'oan on time or completely, they answered as shown in table 4.16.

Table 4.16: Action taken incase of loan deflault.

iu:tim. taken Frequency Percentage
Penalty charged 66 66.6
Bail out by members 32 323
Take case to police ' IEG

99 100

Total

ure to repay loan on time or completely would attract a penalty

The table above shows that fail
fellow members moreso guarantors

on loan, bail out by

jave 1o recover their money by any means which

fanging from payment of extra charge
Or take the case to the pOliCC. The MFls I

sets and personal sav
t to guarantee other mem

for credit Those foun

ings. For those who have lost their savings
bers who needed credit. If one failed

d not credit worthy by fellow

Meant members loss of as
through bail out, found it difficul

qualify

'o get guarantors, they would not
to no access to credit.

Members due to their poverty found it difficu
This was the reasons that led t© some respondent 58
This was the reason that led DT Muhammad Yunus to s

held in Nairobi in April 2010 that micro-finance inst
d become part of the formal banking sec

ansion rather than in the provision of affordable credit to the

are micro-¢ red se they

It to get guarantors leading
y that MFls are not interested with the poor.
tate during the micro-credit conference
s had abandoned their original

tor. obsessed with the

itution

Calling Many of them h2
COmpetition for profits and €xp

u
nbanked social classes. Mamy of them ‘
nlerest rates they ¢

banks m the ! . 1
hey impose before considernng credit.

it institutions only in name becau
harge, the class of customers they

dre o o
"¢ no different from big

5 .
eek out and the requirements !
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Vhen the respondents were asked to give their assessment of MFIs as tools for poverty

lleviation, they responded as indicated in table 4.17.

s’ assessments of MPFIs as tools for poverty alleviation.
Percentage

13.11

fable 4.17: Respondent
_ Frequency

27

\ssessment

3efore providing loans. MFIs
0 educate clients on how to
tart businesses. Lack of this
ype of knowledge has made

Fls not to be tools for

Overty alleviation
V[FIS have contl‘ibUted to 26 12.62

fcreased poverty
21 10.19

€W members are accessing.

Sually those whose partners

'fe working or educated/able
17 8.25

3y lending loans/credit, MFIS
Nake people to be self reliant,

) 1 - -
bild up entrepreneurshiP in

’®ople and encourage banking

h: .
Tough savings i3 6.31

Low development despite
"Mux of MFIs 1

S .
trict conditions do not make
povel‘ty

5.34

tha
fm  tools for
those who meeét the

poosted

For

l'e .

Quirements, have
the'

. I €conomic status 11 =
Ave  financially empowered

th )
€ rural poor to start income
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generating  activities, hence
alleviating poverty

Helps meet basic needs

Many people who have poor
income get hard time while
repaying the loans

Empower women, women able
to participate in decision
making

For members, majority have
improved livelihood

If there could be ways of group
formation in such a way that
the groups themselves get
empowered to mobilize
resources, MFIs would become
tools for poverty alleviation
MFIs approach is not to
alleviate poverty but to do
business with the poor

A very desirable tool for
poverty alleviation. Some
wommen are accessing funds and
start income generating
activities, hence  poverty
reduction

Bring conflicts, causes
domestic chaos, they are
biased, they only want to make
money out of the poor

Causes domestic conflicts, very

10
10
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4.85
4.85

3.40

2.91

2.91

291

243

243
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ittle loan, same businesses

Yes if MFIs will follow up 4 1.94
oanees’ projects and if gender
and sects are included in MFIs.
If properly used, MFIs are

zood tools for  poverty

3 1.47

lleviation
T .
hey do not alleviate poverty 0.97
because loan repayment period
i - i
s very short and clients not
1 . . -
diven time to organize their
Jusinesses

0.49

H
ave been a source of

tmployment for youth
206 108

Total

== | —

for poverty alleviation is almost 50% positive

of MFIs as a tool
people involved in Micro-finance have

ns that 50% of the
m MFIs and their liv
s suffered in the han

T
he respondents’ assessment

a
nd 50% negative. This me?
lmost

ing standards improved. However, a

e that

b .
enefited from micro-credit fro0
ds of MFls. They lost even the littl

th
€ same number of respondents ha

t -
hey had saved in order tO repay credit

The respond ¢ further tO give reuumﬂmndalimls on how to make MFIs more accessible
ndents went It J -
ion. This is illustrated in table 4.18

[ :
Othe poor and be tools for poverty alleviat
Tabye 4, 18: Respondentss recommendatlons on MFls.
Recommendation /Fq/L/.".L‘i—
endation e .
B¢ brous 106 32.72
¢ brought to the villag® and

Bive
¢ affordable requirements for

O
"¢ to enroll
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“reate awareness on MFls and
rain on business skills

‘rolong  the repayment period
Grace period and repayment
reriod)

Farget the real poor in society
Jpen MFIs offices in rural
Ireas

Farget individuals as opposed
O groups

MFIs to be gender inclusive
VIFIs to be membership based
MFls to declare profits tO
nembers

dave two types of loans, one€
or those with businesses and
he other for those without

Start membership MFIs where
Tembers give their views freely

ind influence management of

MFIs
Good leadership

Follow up on loans and projects

done by loanees
Be empowered by being

given

S0me grants and training
Bring in projects that will

Contribute  to community 3
& . e

COnomic stability

Increase the amount Of loan

gi\len

101

35

20
11

63

31.17

10.80

6.17

3.39

2.78

2.47

2.47

2.16

1.23

0.92

0.93
0.93

0.31

0.31

031



AFls to remain true to their 1 0.31

lission of poverty alleviation

nd not profit making

AFIs have been tools for 1 0.31
overty alleviation for the

niddle class and the rich

-0ome up with better ways of 1 0.31
lealing with loan defaulters

Cotal 324 100

y respondents are related to their assessment of MFIs as

\ .
he above recommendations on MFlIs b
ve indicates what respondents

%ols for poverty alleviation as shown in table 4 16. The table abo

nged in the management an
the poor

vould wish to see cha d operations of MFIs. They would like to see
Nany MFIs in the rural areas whe

VIE1s understand the gituation of the p

are to easy interaction. This would make

re most of
y of making friendly policies that

s They would like to sce

oor with the possibilit
come members of MFI
ainal mission of MFIs. MFIs to come up with

eriod for

L% ] . A
ould motivate community members 10 be

g done on the or

ne ) :
re awareness creation beil
ayment period and give grace p

ulters proleng rep
of loan being given out to

mount
r real development to take place.

high as 25% interest

)
Clter ways of dealing with defa

) -
Usinesses to stabilize. Also MFIs 1o
t the credit g1ve

d high interest €

increase the a

n out is 00 little fo

Ndivi
lduals. At th
' e momen
on credit, 1O sOME as

‘ 1 l"la

arch objectives stated.

m the :m::lysis
riables investigat

for each of the rese

L5 .
Data interpretation fr0
ndependent V2

Mhie .
lis section shows how the !
alysis 15 done

ic X .
cessibility to loans/credit: The an
the existence of MFIs
. i wledge Jevel of the poor on
1: Objecti . <¢ablish the KO
jective 1: To est?

in Kinango pistrict.

d were found to be aware of the

ents interviewe
nly 19 (9.5%) respondents

00 respond )
table 4.2 Jtis o

t of the 2 .
a5 shownl in

A
total of 181 (90.5%) OU
o District

Ex)
Stence of MFIs in Kinang
64



evel of awareness, it is only 71

shown in table 4.5. This

vho were not aware of the existence of MFIs. Despite the high |

35.5%) out of the 200 respondents who were members of MF1s as

learly shows that despite people being aware of the existence of MFIs, only a small proportion

hose to register as members.

1.5.2: Objective 2: To establish the aumber of MFIs working in Kinango District

s working in Kinango District

ere aware of the existence of MFI
ble 4.4. Out of the 23 MFIs

"he 181 respondents who W
in the District as shown in ta

vere able to name 23 MFIs that work
in table 4.6

nentioned, it is only 10 MFls that have members as shown i

L5.3: Objective 3: To establish the procedures followed when applying for credit.

of MFIs were able to outline the

d that they were members
in table 4.13.

The 71 respondents who indicate
for a loan. This is illustrated

rocedures followed when applying
ationship hetween collateral and accessibility

5.4 Objective 4: To establish the rel

to credit.
£ e to get a loan he/she must have security/collateral. This
or on :

s household assets and guarantors. This is

Che respondents stated that

the form of personal saving

*Curity may be in
llustrated in table 4.14.
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CHAPTER FIVE

DIN
DS, DISCUSSIONS, CONCLUSIONS AND

SUMMARY OF FIN
RECOMMENDATIONS

.1 Introduction

he b
road objecti
ective of tl
_ e study W : i
. .l idy was an evaluation of the factors that infl
m M - nce institutions i { istri L i eSS
s in Kinango Distnct The specific objecti s to cred
ives of the st
udy were

$ follows:

edge level on the existence of MFIs and
TL

1
- "[‘0 o
establish the relationship between knowl

accessibility to credit.

2 T
' O est i re n 1n
abllSh i 1
the latlonshlp between the number Of N[FIS WOIT klﬂg i K
g 1 mango Distri
ot

and accessibility to credit.
3
TO oo 1 i
establish the relationship petween pr ocedures followed when applying f
ying for credit and

acceSSlbllity to Cl‘edit
wee“ possess ono colia eral an a003551b1ht to C1 ed- 1t.

q
o establish the relationship be
f the findings, make conclusions and also giv
e

Chig
chapter will give 2 qummary ©

Mmendations.

),
4 Summary of findings
Kinango District were aware of the

o/, of the respondents in

ns (MFIs) working in th

members- This
MEFIs in Kinango District. Awareness

d to

'he
Study establi
ablished that 90.5
stitutio e district. Despite this high level of
cesult indicates that high level of

ik
€n ]
ce of Micro-finance in

lw.

Ar

eness, only 35.5% had '
Y SSA) re

ot inﬂuellce re

gislurud as
gistration to
e free registration as Oppos€

War,
e
ness on MFls alon¢ did n
nal factors lik
se most of the established MFIs

er motivatio
his 15 8O becau

fulltime officers with means of transport as

Faulu Kenya and K-Rep. They g0 out to
ations showed that most MFIs

lag to b
e accompanied BY oth

fee as the case was. T

or have
dation,
ns. Field observ

B
EI'ITI'IE
lave nt of registration
i either opened offi
the
case for KWFT. Y

vil]
ages regularly tO market t

ces in the d

ehu, Aga @ han Fourl

heif OrgaﬂiZﬂt io
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n Malawi =thiopi 1

and Ethiopia could be categorized as profit oriented, with a clear business approach,
m expenditures on training or group
exposure (Pitamber, 2003).

s. There was no

vith :
a good network into the rural areas, and with minimu

nob' s . . .
ilization allowing for high repayment rates with minimum risk

t was found out that MFIs do no

ollow up on clients once they had repaid t

i declare profits and pocket all the profit
heir loans. Their interest is not to help the client to

ro .
gress but rather to ensure that repayment is done on time. The low registration to MFIs

ened to those who defaulted in repaying loans and the penalties

0 ;
uld be a pointer to what happ
wings and household assets leaving them poorer than they

nuted to them. Many had lost their &

vere found.

who had registered as members of MFIs, had done so in MFIs

e like friendly loan pro
ased members, flexible loa

t conditions OrF policies of

he study found out that those

h e
at had favourable terms of servic

cedures, varied loan products,
n repayment periods and

ne .
mbers share profits, waive loans to dece
MF1s have greater

7 This shows tha
ers to MFIs. In Eth
e acceptable tO cli
and the high inflatio
t few years but there w

)th .
ers as shown in table 4.
ijopia as pitamber discovered, interest rate

nfl ) )
uence on registration of memb
ents. This was due to the controlled

~vhi
ich was at 6% per annum Was mor
n rate. Another observation was

the governmcnt
as a consistent dropout as

t:}
ture of the economy by
s higher in the firs

h
€ membership to MFIs Wa
ons of MFIS daw

he years went by. When conditi
eeded 10 fulfill al

)
Ut to leave the MFIs. The members n
joying

ned on the members, they had no alternative

] conditions of MFIs and moreso to have

the services of MFls.

‘0 . A .
lateral if they had to continue &
Fls working jn Kinango District targeted women. Even the
il |-‘r;~_u:used more on women leading to most men being left

ival was yet 10

The ¢
© study established that most M
4 men, but this was sO new that its surv

clusive. S

ME
Is that were gender in
| that targete

:Jul e
There was only one MF
argeted because they make up

ally t

qvs, are specific
¢ responsible for the social and

¢ Pitamber =
rural areas ana ar

petter client

be
Proved over time. WOmMe™ a

lhe Majority of the poorest of the

P-‘?onomic welfare of the fFamily. WO

Uid ney demand high 1020 2 - ondly wome
: y knew they

ord with the

s than men. Firstly women
n being risk averse were always punctual

will have 10 borrow in future from the

MFL Therefore for MFls and other

, c
aintain 2 good 1€
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micro-credi i i I
it delivery mechanisms focusing on women as clients made better business sense

ind contributed to business profits and sustainability (Pitamber, 2003). Further, many NGOs

ind donors were dictated by gender policies which spec
and the micro-credit programmes did not limit their desired impact

ed it to achieve women'’s empowerment (Khandker, 1998

ifically called for increased micro-

redit outreach to womery
o poverty reduction only, but extend

{abeer, 1998).

MFIs targeted areas that were not only poorer but also accessible.

lhe study established that
for Samburu and Kinango Divisions.

This is evidenced by the mgh

[hese two divisions have higher
e to their vulnerability, mos

number of respondents
poverty indices than the other two, Samburu having the
t of the community members have no

lighest poverty index. Du
lternative than to join MFIs in the hope that their lives would improve through access to credit
MF1s and their marketing strategies and the promise

rom those MFIs. The concentration of the
to join. The findings of the

had lured many people

ne joins MFIs
in MFls drop in the first three years. The

umber of those who jo
rsh conditions of MFI
tings, saving on a weekly

f a better future when ©

esearch have shown that a big D
s which members are expected to

basis, short repayment

charged on loans

easons for the drop are due 10 the ha
ending regular mee

bide. These were att
d and high interest €

harged on loans. The interest

seri : .
eriods without grace perno
ational Bank

:ould be as high as 25% which i | banks’ rates. For instance, N

s above cmnmcrcia

f Kenya charged interest rate of between 1 5%-18% on reducing balance.

t 23 MFIs working in Kinango District. These MFls

e are at leas
procedures for applicati

t of members and
lling a form and

had clear procedures for recruitmen
hip cavolved fi

e tedious was t
rough the grou
r a lawyer and
embers had to €
found in village
ck on other secu
Ily comes The wh

payment of registration fee in some

credit. It involved filling a loan

ADD i rns:
Pplication for members .
he application for

had to be approved by 2 loan

embers of the group oOf

MFIs What was seen tO b
pplication form and applies th

Co : . i
Mmittee, certified by ared chief
hat some ™

p. In some MFls it
signed by either all m
over long distances especially if a lawyer

5. There was also the assessment of

b
Y 8uarantors. This meant t

h .
3 to sign the form as lawyer
IJ'I'- 5cﬂl.ll'

4 before the

g are ﬂcver
ity and che
joan fina

rities before a loan is approved.

Ctlie .
nts business as a form ole process could take a

T ,
here was a waiting pert©
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1 . .
onth for a loan to finally reach the applicant Field observations suggest that repayments for

Jan ; : ;
started immediately, starting a week after the loan has been disbursed and repayments

4 1 . . . . .
ere done in weekly instaliments Both in Malawi and Ethiopia, field observations revealed

n ] . ;
at, other than agriculture credit, repayments were required to start immediately after the loan

yments done in weekly installments. Lending was done on group

as been disbursed and repa
nd on individual basis. In mos
Pproaching the MFI for a loan
ndividual loans (Pitamber, 2003).

t cases clients were expected to form their own groups hefore

and those who performed well could later be eligible for

%3 Discussion of the findings
ing the factors that influence

me out quite clearly regard
trict. Each of the factors

CCess to credit from Micro-fmance ‘nstitutions in Kinango Dis

Tom the findings of the study it ca

Nvestigated is therefore discussed below: -

ﬂnowh’dge level on existence of MFIs

n existence of MFIs in Kinango

gh level of awareness ©
< was still low. This meant that

r -
b study established that there was 2 hi
membership 10 MFI

o MFIs that would eventually
in the district had full-time

st
Strict. Despite the high awarenecss level.,

.'rl'e . < <
aling awareness alone would have little ¢
y to credit. MoOS

=ffect 10 membership t

1 of the MFIs working
tegies that led to the high

€a . L
d to increased accessibilil -
clear marketing stra

They had Vvery
ow membership in MFIs

ity |
ff and who were mobile
remained lo

N i w. The reasons for the |
areness level but membershiP

“Ould be due to:-
imilar to

n women which closed out men. This was s
awl and Ethio women Were speciﬁcally

of the Emur €5

jc welfare of tl

cused more 0
piﬂ where

' Most MFIs targeted OF fo
Yhat Pitamber (2003) fou”
“8eted because they made Y
vere responsibie for the socia

iy ;
©n by MFIs did not motive me

d out in Mal _
t of the poor 1n the rural areas and

The small size of loans

p the majority |
e family

m from registering with

wved discouraged the
gh as they repaid for

hat others went throu

y
The fear of losing even the

MET.
IS This fear developed



Jan .
s that had been disbursed to them by MFls. Some had lost their savings plus household

ssets to clear their loans.
e accessibility to credit from MFIs by the poor should focus

ger influence like friendly policies other than publicity.

was said to be at acceptable levels and this was mainly

‘rogrammes designed to promot
10re on other factors that have stron
‘or instance in Ethiopia the interest rate
lue to the highly controlled nature of the Ethiopian economy and the inflation rate (Dejene,

999),

Vumber of MFIs working in the district

"he study established that there Were MFis working in Kinango District. The respondents were

ble to mention 23 MFIs working in the distri

- .
istrict did not in itself influence membership t
s should g0 hand 1n

as need 10 establish m
s members.

ct. The existence and number of MFIs in the
o MFIs and in turn to accessibility to credit.

hand with a focus on other factors that

istablishment of more MFI
ore MFIs that had better terms of service

n
fluence accessibility. There W
hat would have encouraged many people to register a

ntermediaries but still poverty

mately 3,120 financial i
s listened to what the people

Bxccol‘ding, to Mudibo, Kenya had approxi

NMoe
3 on the increase (Mudibo, 2000)- Tt
ry adjustments

ne to make any

s high time that MFI

as pmposed in table 4.18. The size of the amounts

change for the household.

Vere saying -essa
g and make neces o
long lasting income

g MFl1s (Pitamber, 2003). Therefore MFIs are

i ] )
Oans given did not enable 0
n from j-[)il’lil!

Thic 4
- discouraged mostly the me
s and extend repa

18k . yments periods
&d to increase the loan amount }

plyi[‘]g ror credit

P
Ocedures followed when ap
ship to MFIs and in tum to

nﬂuenced member
erstandable, the more the

res followed 1
simple and und

I
'€ study established that procedy
werc

i(‘,ce - e
Ssibility to credit. The mMoTe th sibility. Simplification

Je . and increase acces
~opl : regi _
i encouraged .78 ith a focus on other factors that influenced

hould £9 hand 10 hand W

i .
pplication procedures

Wepge:
ssihii; j
sibility to credit.
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mpared to the for ing i
mal banking institutions MFI
s have a number of adv
antages that make

m much suit isti
able for assistin 1
g ! 1 t i imi
rural areas rst, ere pro 1m|ty. Many ofthesei 1 1
F t. th S X nstitutions
.‘:ﬂcund, the simplifluatiun of membcrship

Creat i
ed in the rural areas closer to the people.

to access the services that MFIs provide Third, the

ced

ures and open access to many people
often with no collateral
rural areas through the savings they

i stri . »
ngent conditions for loans, s are also favourable to th
e to the

nmunit -
y borrowers. Fourth, 1n most cases, people in the

bils
ilized have a feeling of ownership
g of resources 10 end-us

a, 2005).

and real panicipmiun in their own development All

Oa I | i i S

its 2 .
(Micro-credit Summit for Afric

llat
e O ap_ 2Rt 3
ral possession and accessibility t0 credit

accessibility t© credit. The collateral could be in the

olateral no
assets, This was the single most factor that

and hOU‘tiEh(ﬂd
Fls. There was nee
e idea of starting €

¢ East that were run

® study established that no €

nof -
personal savings, guarantors
d to reduce collateral demanded on

IUE
nced accessibility to credit ffor M
ollateral free MFIs. There were

There was th

s from Middl ning special products that

dit g
0 increase accessibility-

=ad
¥ examples of Islamic bank

e
free collateral loans.
eech “Doe€s Micro-finance Really Benefit the

ing and mobilization of

problems of poor

(2001) in his sP
onateral-free,
ated their fi
parent suCccess

group-based lend

yrmal counterpart’s
has caused Bangladeshi Micro-

“ording t Shahid K handker
gies such as €
) has mitig
But the 2P

)r?'n
observed that strat€

rin

S .

8 (even in small amounts
o keep credit discipline under

in order 1
costs are substantial, and

st51
The (ransaction
r 1998, Khalily, Imam, and

s continue

q ¢h and high loan default cosis
“t . .
¢ Organizations to beal high tran
p jour-
owers behaku
4 i {Khmldku

governments and donor

gaction co

& Pressure and monitor P©
a "
Mmes rely on donofs to sust

s will

an
2000; Morduch 1999: Yaron 1992
es 1N

desh, expccling that such investment

Sun s

P .

o POrt micro-finance program
1t SoCiEty_

&}n pat this factor has an influence on
d . . .
ker considers savings 2% rimulate savings because micro-

dicating
poverty. He argue®



ers r 2]

end of thei
1eir membershi iti
. - .
ip. In addition. he finds micro-credit programm h
2 es have a positi
ive

Jact in .
generating not onl
y voluntary savings ; it
; gs but also o
T ST o additional savings among the

verty reduction mechanism, there is very little

spite th .
e popularity of micro-credit as a po
erty reduction (Mosley and Hulme, 1998

dence j
ce indi : L o
icating a real positive net effect on pov

ight
ght and Dondo, 2001).

sified the micro-credit programme in Bangladesh

r the poorest. The progra

e These individuals lack collateral, stable

)

or:: ]z:r;: (Micro credit Summit, 1007) clas

= e most effective anti-poverty tools fo mme extends small
employed poor people that are not bankabl

en the most minimum qualifications to gain access to

ovative ways of dealing with the issue of collateral

plOy
me

nt and therefore cannot meet ev
me up with inn

mal :
credit. MFIs should c0
verty alleviation

he
v h .
ave to remain tools for po

C

onclusions

n enabling, mnpuwuring_ and bottoms-up tool to poverty
es to low-income

e eco nom 1c an

¢ externaliti

Cro
-Cr N
edit was meant tO be 2
d non-emnﬂmi

*Viati
10 - -
0 that provnded consnderﬂbl
prehension that micro-

been a gradual ap
ment for jobs that ar
t exist. Micro-credi

y ingredient (Amina, 2008).

Useh .
olds in developing countres. But there has
m-crcdi o ota replace e not there, markets
s that do no

, and skill
put not the onl

a - -
lone is not enough. M1°
t is indeed an

g
dl’u o .
inaccessible, OF educallo!

®Ntial ;
a .
lingredient in the developmen1 process:

MFIs
5%) and one would

s in Kin
mem

t was SO high (90.

ango Distric
pership 1© MFIs. Out of the 200 res

hers of MFIS

rty alleviatio
¢ of the poor. Thi

‘“""ﬁ'l
edge level on existenc® of
pondents, it

'Var

e -

Ness on the existence of MF
st of the

the ﬂuu‘lbc
What happened to the re

n should go togethe
s would {ead to MFIs

a5 meln
r with

for pove

Pect th:
59 this to be reflected i
Son ‘
ly 71 (35.5%) who had registere
g as tools

'pﬁnd
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hat have acceptable terms of service as was the case in Ethiopia (Pitamber, 2003). This was

/hy despite the popularity of micro-credit as a poverty reduction mechanism, there was very

ttle evidence indicating a real positive net effect on poverty reduction {Mosley & Hulme,

998; Wright & Dondo, 2001).

{umber of MFIs working in the district
“he respondents named 23 MFIs that worke
vorking in the district. The advantage of having a large

4 the wide choice that the community will have w
s ideal for the district is not clear. What 1s clear was that even

d in the district. This meant that there were MFIs
umber of MFIs working in an area 1§

he compelition an hich leads to better service

lelivery Whether this number wa

vith that number of MFls, membel'ghip was VGry low. Therefore it s nol s mach about the

umber of MFIs working tn an area, but moreso the policies of those MFIs. Even if there are

friendly policies, the number of membership would be high.

ew MFIs but have

*rocedures followed when applying for credit

own way of doing this
dures should be simple so that they would

‘very organization has its This is good for every organization and is

‘ncouraged to have such. However, these proce

t clients. The study has established that the procedures followed by

ittract rather than distrac
VIFIs in Kinango District Was

o the low membership to MFls in the

cumbersome and had negative impact on membership. This led

district despite their reasonable number.

t is defined as @ credit provided to ‘poor” free of collateral (the only

n Pakistan, micro-credi
teral) through institution

alized mechanism. This credit is made

‘ollateral is the ‘peer’ colla
s e T ajwa, 2001).

wailable ‘as and when’ needed at the doorstep of the client B

credit

nd accessibility 10
urity or collateral contributed to the low number

ack of adequate sec
tual low accessibilit

Collateral possession 2
T'h 5 that 1 } )
© study conclude y to credit despite the high awareness and

> i to cven
f membership that led o i ollateral and procedures of MFIs had
*Xistence of 23 MFIs as 10€

and ev
strong influence to mMe and ¢

ifford the needed collateral

by respondents. Bothc

entual accessibility t0 credit. Most of the poor could not

s to be followed. This led to low membership and

mbership
and procedure
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>w accessibility to credit leading to increased poverty ( Kinango is the poorest district as from

1e 2009 Constituency Poverty Index in Kenya).

.5 Recommendations

tom the findings of this study it is clear that Kinango District has MFls that are working there

ut accessibility to credit by the poor is low. This could be as a result of what Dr. Yunus (2010)

vould call them MFIs that have abandon

art of the formal banking sector, obsessed with
on of affordable credit to the unbanke

ed their original calling. Many of them have become
the competition for profits and expansion

d social classes. Many of them

ather than in the provisi

n name hecause they are no different from big banks in the

re micro-credit institutions only i
stomers they seek out and the requirements they

the class of cu

nterest rates they charge,
The researcher therefore makes the following

mpose before considering credit

ecommendations:-

The campaign for the awareness ofl
)¢ accompanied by the formation of friendly
eeds of the poor.

r of MFIs working in an

nce of MFIs that are accept
commends for the formation of MFIs that respond

existence of MFIs as tools for poverty alleviation should

MFTIs that have friendly policies that would attract

ind be responsive to the n
. The existence and the numbe

actor What is important is the existe
eds. The researcher re

area in its self is not the most important

able by the people because

hey respond to their ne
oor in Kinango District

and time consuming. There is an urgent need to

lirectly to the needs of the p

). The procedures followed are
:m;:mbershi

eumbersome
p and application for loans

d added to the high interest rat

L. The collateral charged is so high an< )
gor. The researcher recommends for the formation of collateral

nake simple procedures for |
e charged on loans, it

>ecomes unbearable to the P -
where loans are given free of collateral.

N s slem world
Iree loans as what 1s happening 11 the Mo
e very minimal collateral on loans to allow for greater

. arg
Another option is for MFls to charg

Participation of the poor:
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5.6: Suggestions for further research

s influencing access to credit by the poor from Micro-

[he study covered mainly the factor
inance institutions in Kinango District. It wo
ed in terms of uplifting the
ontributed to women participation if

uld be interesting to research on how those

ir standard of living. Also to research on

iccessing credit have benefit
1 decision making at

10w targeting of women by MFis has €

amily and at other levels.
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APPENDICES

APPENDIX 1:
1: LETTER OF TRANSIMITAL OF DATA COLLECTIO
N

INSTRUMENTS

Dear sir/Madam

yanje working for an Organization called llishe Trust, in

M ;

n i “hi

y name is Michael Chidzao N
egree course in Project Planning

1ing
y of Nairobi

Mom
basa I am currently purst a Masters of Arts D

and :
Management at the Universit
for the course, I am supposed to submit a

of the requirements
tose findings will fill 2 knowledge gap in

I .
n partial fulfillment
a topic of interest W

re
search report based on
s research is” An evaluation of the factors

ge. The topic of thi
¢ Institutions The case of the poor in

50cC1
ciety and the public at lar
Micro-financ

inhibit; :
ibiting access t0 credit from

Ki .
inango District.”
s letter ig thereforé 1o introduce myself to you, the intention of my

-ope

the attached questionnaire as

T
he purpose of thi
erated will help me in the

for your €O ration Please fill

re
search and request
as possible.

The information £€

ho

_ nestly and objectively
1 ; ] .
dentification of gaps for corrective action
ilitate the objectivity of your responses

) and (B). 10 fac

ontinuu™ (A
e questions asked.

A

Iso find attached ©
fi . .

Or rankings and evaluation for th

All information provided will be treated 10 strict confidence and will only be used for the

Purpose of analysis for the study

T
hank you for youl support
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APPENDIX 2:
2: QUESTIONNAIRE FOR DATA COLLECTION

(Pleas ;
1 ease provide the following information)
ACK
GROUND INFORMATION OF RESPONDENT

", - e e e

p— _____..-—-..—-..—-_--—---——*-—""“

your area
a) Yes
b) No
2. (a) HHY®® please name those that you know
{he ans er is NO, g1ve reasons
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(If the response is “NO” ¢t tion “
P o question “27 above then go to question

15 and 16)

3. Are youd member in any of the MFI mentioned above?

a) Yes.
b) No.

4 IfYesin3 (above) which one(s).

5 Ifthe answer 11 3 (above) 18 NO, give reasons

-panse is NO 1o t;lm.-.'rfrm 3 ahove then go to l‘fﬂ',ﬂ'srj-(;" 15 and

(If the res,
16)

6 What made You choose 1@ register with that/those particular MEI(s)
hers you mcntioned earlier?

and not the ot
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rion in the MFI(s) which you are a

7 What is the membership crite

member?
[ ARE. e
3 Q@ reenseen T

a member of that/those MFI(s)?

g For how long have you been

you accessed credit in that/those MFI(s)?

g How often have
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applying for credit

security of the credit  applied?

12 What was the

13, What happens when one fails to pay on time (completely)?

ted your standard of living?

tion (MFD) affec

14. How has this jnstitu

Individual jevel .
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ew, give an assessment of MFls as

our own point of vi

i5 Fromy ‘
qtion in you

i cation?
or poverty allevi rlo

tools |

PR
i
— i e S 2 R
o e
Y
P
p—
______._._..-_______
e e e
_____.—-——-—-—-——.——-
g e
PR s -
— ——

e —
s
‘- - e o ot e i S
) e b
e
- _ o o e
s
S e
- ) e i e e
N ’ i i i S
am— i
et .
o i e
o ——
i _ e b
) i s e
S
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APPENDIX 3: KINANGO DISTRICT IN THE MAP OF KENYA
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APPENDIX 4: KINANGO DISTRICT IN THE MAP OF COAST PROVINCE
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APPENDIX 5: MAP OF KINANGO DISTRICT
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