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ABSTRACT
This study sought to establish the factors inflimggerformance of revolving loan fund
programme among women groups in Kiambu County, Heiye objectives of the study
were; to determine the influence of level of edimratamong group members on the
performance of revolving loan fund, to establish éxtent to which management practices
influences the performance of revolving loan funid, assess how entrepreneurial
competences influence the performance of revolloag fund among women groups and to
assess how demographic factors influence the peéioce of revolving loan fund among
women groups. Descriptive research design wasingds study. The study was conducted
within Kiambu County. Target population was 1275p@ndents in the 85 active registered
women groups in Kiambu County. The management la@dartembers of the groups formed
the target population. For purposes of this stuldg, target population was stratified into
executive group officials, committee members aregbneral members. From each stratum
the study utilized simple random sampling to sel@8 respondents. Random sampling was
preferred because it minimizes the sampling emothe population. The use of survey
method of data collection was chosen for this stdhe study further used semi structured
questionnaires containing closed ended and Lirdeate questions to collect primary data.
Questionnaires were administered to the responderdagh drop and pick method. In this
study, a pilot study was carried out on 10 respotedeho were excluded in the actual data
collection. The researcher administered the instntsipersonally to the respondents. The
researcher applied for a permit from National Caufac Science and Technology before
embarking on the study. In this study, a descrgpaipproach to data analysis was used to
analyze collected data to establish the factorsienting performance of revolving loan
fund among women groups in Kiambu County, Kenyaar@itative data collected was
analyzed using SPSS and presented through peresntageans, standard deviations and
frequencies. The information was displayed by ustloles. From the findings the study
established that there is a dire need to provideattbn and business training to enhance the
financial management skills of the borrower. Thedgtalso revealed that poor management
practices had a negative influence on the perfocamat revolving loan fund. The study
found that lack of entrepreneurial competencesahaegative impact on the performance of
revolving loan fund among women groups. The studnél that demographic factors had a
negative influence the performance of revolvingilé@nd among women groups. The study
recommends that there women in “Chamas” need toatdas borrowing and repayment
procedures as this can highly help to reduce tefault repayment rate. There is need to
provide training on good management practices, wiik help to reduce multi-practices
within the group as the members will act as a chieadne another thus in overall enabling
the group members conduct to be good preventingigbcases that may arise.

Xii



CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

Collective action is well known as a positive #®for improving risk management in
many rural communities of the developing world. @roformation can contribute to
building social capital, and this, in turn, can @apositive effects on human welfare,
especially as a result of income generation amegpoor (Grootaert, 2011). For sub-
Saharan Africa, Kenya is noteworthy in having aglonistory of formal cooperative
movements involving smallholder farmers (Heyer, @9AWork by Place et al. (2004)
describes a wide variety of other, less formaf-selp groups that have recently emerged in
rural sites of the Kenyan highlands. These groafisn numerically dominated by women,
undertake many activities that include income gati@m, asset building, commodity

marketing, and social/cultural functions.

There is far less evidence, however, of similam® of collective behavior occurring
among rangeland inhabitants in Africa. This is ¢adigiven the vast expanses of rangeland
areas, the low densities of pastoral populatioms| #he more loosely structured social
organizations that have evolved among pastoraksesito accommodate a need for more
household-level independence and opportunism tdogxpatchy, harsh environments. In
recent decades, however, some trends towards sedation in higher-potential rangelands
may help create subpopulations that are more deitabamenable to undertake collective
action. This prominently includes the swelling nwerd of former pastoralists, or semi-

settled active pastoralists, now residing near ktoalns and villages (Coppock, 1994). In



1999, a routine field reconnaissance unexpecteeNyaled the existence of some very
dynamic women’s groups living in small towns nesiolb in north-central Kenya. Results
from preliminary interviews suggested that thesemewn, though largely illiterate, were
highly organized and engaged in a wide varietyoaiad and economic activities (Desta and

Coppock 2002).

The central theme of the Commission for Africa &&p2005) is how to make
African economies grow and how to ensure poor meogh participate in and benefit from
that growth. It argues for policies for growth tmatist actively include and take care not to
exclude the poorest group, with particular focusmamen and young people. One argument
is that Africa's challenges will not be effectivaigsolved unless the exclusion faced by
women is tackled across the board. This meanswbaten must be included and the full
power of their development skills unleashed. Sirylahe research report in this paper sees
women as an integral part of the solution to Afegaroblems (Napier, 2003). The research
focuses on women in South Africa who are curreiyng excluded from the formal

economic mainstream particularly in terms of firaf@r housing purposes.

Housing has been recognized as a priority areAfiica following government's
objectives of development and growth through thecdRstruction and Development
Programme (RDP). On one hand, the once-off capdaking subsidy is only adequate for
building a starter home. In addition, the subsghalso fraught with many other problems
such as cumbersome procedures (Mthwecu, 1999; 30608). This means that the low-
income household beneficiaries still need to aceekltional finance in order to extend,

improve or build decent houses that meet their #€€durman, 1999).



On the other hand, most low-income householdsiaadle to meet the criteria used
by formal financial institutions to qualify for loa to supplement their earning (Mjoli-
Mncube, 1999). Financial institutions perceive kbw-income earners to be highly risky.
Sadly enough, low-income households often lack lsegncome or employment records to
convince financial institutions that they are ipasition to repay their loans (Mjoli-Mncube,
1999; Mthwecu, 1999). As a result, the self-empthyenformally employed and
unemployed people, of whom the majority are wonsas, excluded (Mjoli-Mcube, 1999;

Budlender, 2002).

There is large number of people in Africa, who lareg below the poverty line, the
majority of whom are women (Budlender, 2002; Khad03). The trend has now been
towards encouraging savings among low-income. digainst this background that women-
centered savings schemes have emerged and deveétopedr urban communities, often
supported by intermediary institutions such as Kawvernmental Organisations (NGOSs).
The idea is to use accumulated daily or regulaingavas vehicles to mobilise communities
and raise finance for small business enterprisdsarergency purposes (Korpivaara, 2001;
Boonyabancha, 2001). Despite the savings not ysbalhg enough relative to the cost of
savings schemes, they are an attempt by the poardate stronger foundations at

community level for tackling their problems.

Saving schemes create a central space for thdcipation of women in
developmental issues concerning informal settlemehhe experience of saving, lending
and financial management provides a platform fer alequisition of further development
skills (Mpetsheni and Romarovsky, 1996; Mitlin, ¥99Bolnick and Mitlin, 1999a;

Marshall, 2002). For individuals, acquiring memibgpsof a savings scheme enables them



to save small amounts on a daily or regular bdsis. activity of daily savings strengthens
bonds between members, ensures accountabilityrandparency, and enables the poor to

secure access to credit (Bolnick and Mitlin, 1999a)

With the use of group-based collateral, and theeeassful repayment of small loans
as a precondition for larger finance, members e&e tow-interest loans for emergencies,
small business initiatives and for own life improvents. Subsequently, the vulnerability of
individual households and the community as a whatebe minimized (Bolnick and Mitlin,
1999b). The mobilizing of people via savings schensetherefore a successful way of
attempting to reach poor women who make up aboup&Ocent to 70 per cent of the
world's urban poor, in a gender sensitive way thatpowers them. (UNCHS, 2002)
Women-centered savings schemes undertake many, @skserating and strengthening
savings practices, presenting requests and infavm#d project funders and Government. It
is therefore not surprising that the position ofmvem is of particular concern in the
Commission for Africa Report (2005). The significanis not merely as a matter of human
rights but also because of overwhelming evidena¢ Wiomen make a greater contribution

to economic life than their counter folk.

Revolving loan funds (RLF’s) operate, in principby issuing new loans as old loans
are repaid. Although best suited to increasing itradcess for viable firms that lack
alternative funding sources, many RLF's are asgjdtical businesses in need of capital but
financially nonviable (Nduma, Kristjanson, and MeR&€001). Two major problems arise
when RLF’s are used to transfer this kind of publibsidy to failing businesses: (1) RLF's
require periodic refunding to avoid continued esasof their capital base and in lending

money to high-risk borrowers, RLF’s experience Hags rates.



A Revolving Loan Fund (RLF) is a pool of publicadaprivate-sector funds that
recycles money as loans are repaid. Funding sousoesthe Economic Development
Administration (EDA), Department of Housing and HmbDevelopment (HUD), U.S.
Department of Agriculture (USDA), Appalachian Raga Commission (ARC), State and
local governments, and nonprofit philanthropic fdations. Funding by either a grant or
long-term/low-cost loan is used to start, replenssid expand RLF’s. Funding recipients are
State or local government agencies and nonproftitiesy structured to make loans

(Microcredit Summit Campaign, 2003).

They must demonstrate economic need and havenatipdé both meets program
requirements and spurs growth. Frequently statgdcttbes of RLF's are to: provide a
dependable finance source for long-term economieldpment, fill a credit gap for
business start-ups, expansions, and retentions,eganomic growth by making loans as
affordable as possible, customize loans to thenfirzh needs of each individual business,

and enhance commercial lenders’ return on shaesgsi@_ynn, 1998).

Most loans are made to high-risk borrowers at esgionary terms. RLF funds take
a subordinated lien position to leverage their tedgihrough joint lending with private
lenders. Borrowers receive education in businessatipns and market development. RLF
loans most often go to manufacturing firms and ased to purchase fixed capital
(Lazarony, (1999). Small businesses are what dtivessconomy. Small businesses create
jobs, expand the tax base, and help communities.dfor these reasons and others, many

local governments advocate for revolving loan fyrmtsRLFs, to foster business growth.



RLFs are designed to fund businesses that camtdtraglitional bank loans, either
because their owners are seen as credit risks aaube the business has not established
credit on its own. Because they are subsidizeddonimistered by government agencies,
many RLFs offer lower interest rates than converdioloans. The interest rate for a
particular applicant will vary according to the mess's financial condition and its ability to
maintain sufficient profits. As these loans areardpmoney is put back into the fund and

made available for additional loans (Hassen, 2003).

While commercial lenders -- banks and brokersre-ia the loan business to make
money, government agencies offer RLFs to genemdte pnd support the community.
Agencies may extend RLFs to: Locally owned startopsexpansions that create jobs;
Businesses that employ local workers; Firms thdevelop land and vacant facilities for
commercial use; Companies that need to procure ewpment and technologies; High-
tech firms and businesses owned and operated byrities, women, and members of other

economically disadvantaged groups (Couto, Richaa#t).

Revolving Loan Fund (RLF) was established to ptewa source of financing, which
may not otherwise be available, for expanding artsip businesses (Porteous and Naicker,
2003). Used to fill a financing gap in a businessalopment project, the RLF offers an
option to complete a financing package. A gap cceunen the business is unable to fully
finance its projects with equity, conventional ficang or other private and public sources.
While the RLF is not a substitute for conventiofi@hncing, it can fill the gaps in existing
local financial markets and attract additional tapiwhich would otherwise not be available

for economic development (Funk, Sherman 1985).



The Grameen Bank Model of lending which has beeroperation in Central
Province of Kenya since the early 1980s is thesbakiborrowing money from revolving
loan fund. The money borrowed by women has helpecheeting basic needs, paying of
education and medical bills and business startidpsiever, the fund mainly administered
as a core activity among women groups, has facety iwlaallenges core among them being
government policies, education levels among thegnmembers and poor entrepreneurial
practices (Tomlinson, 1997). Some groups in Nyemt€al district have had high levels of
default rates while others have managed to conitaito a bare minimum (Nduma,
Kristjanson, and McPeak 2001). This raised the reedhe study to gain insight to what

really influences performance of revolving loanditamong women groups.

1.2 Statement of the Problem

Rural economies are characterized by a preponcerahsmall businesses, fewer
and smaller local sources of financial capitals ld&ersification, and fewer ties to nonlocal
economic activity. These rural attributes may elaate businesses’ funding difficulties.
Nonetheless, studies have consistently concludsdinal financial markets generally work
well for most firms and that credit problems ard pademic to rural areas (Baumann,
2003). Limited access to credit is usually a probfer specific business types or economic
conditions. Rural firms are most likely to havedinting difficulties for start-ups, those with
limited or unusual collateral, and those that alj@isting to new technologies that are unlike
other local businesses and that are seeking eqgapital. RLF's are attractive because, in
principle, they are self-renewing, make credit mavailable, are a low-cost way to provide

credit assistance, lend to high-risk borrowergaively use their limited funds, and provide



benefits to local communities that exceed the obghe assistance (Bolnick and Mitlin,

1999a).

Revolving Loan Fund (RLF) is established to preval source of financing, which
may not otherwise be available, for expanding @rtatp businesses. Used to fill a
“financing gap” in a business development projéwt, RLF offers an option to complete a
financing package. A “gap” occurs when the busingessable to fully finance their projects
with equity, conventional financing or other prigaand public sources. While the RLF is
not a substitute for conventional financing, it ddhthe gaps in existing local financial
markets and attract additional capital, which woatlderwise not be available for economic

development (Funk, Sherman 1985).

Many recent credit programs in developing natibage changed from low-interest
to market-rate lending with very positive resulit only are program costs dramatically
lower, but borrowers have been able to pay mar&edsrand graduate more easily and
quickly to private financing. Also, charging marketerest rates has increased the supply of
investment capital for developing sectors (Isserianash Terance, 1995). While subsidies are
still needed, they usually are used to provide atloie and business training to enhance the

financial management skills of the borrower.

The Grameen Bank Model (1976) which has been @ratjpnal in Central Province
of Kenya since the early 1980s is the basis ofdwaimg money from revolving loan fund.
The money borrowed by women has helped in meetsgmeeds, paying of education and
medical bills and business start-ups. However, fthmel mainly administered as a core

activity among women groups has faced many chadlengore among them being



government policies, education levels among theqgmmembers and poor entrepreneurial
practices. Some groups in Kikuyu district have Heglrels of default rates while others have
managed to contain it to a bare minimum (D.S.D.®uku District). This has raised the
need for the study to gain insight to what reatijuences the performance of revolving loan
fund among women groups.
1.3 Purpose of the Study

This study sought to establish the factors inftileg performance of revolving loan
fund among women groups in Kiambu County, Kenyae Timdings will provide key

insights on the implementation of revolving loanditamong women in Kenya.

1.4 Objectives of the Study

The study was guided by the following specificemives;

i. To determine the influence of level of educationoam group members on the

performance of revolving loan fund

ii.  To establish the extent to which management peiitfluences the performance of

revolving loan fund

iii.  To assess how entrepreneurial competences influiecperformance of revolving

loan fund among women groups.

iv.  To assess how demographic factors influence tHernpesince of revolving loan fund

among women groups.

1.5 Research Questions

The study sought to answer the following researgtstions?



i. To what extent does level of education among growgmbers influence on the

performance of revolving loan fund?

ii.  To what extent does management practices influetheeperformance of revolving

loan fund?

iii.  How does entrepreneurial competences influence@d®rmance of revolving loan

fund among women groups?

iv.  How does demographic factors influence the perfoweaaof revolving loan fund

among women groups?

1.6 Significance of the Study

It is anticipated that the results of the studyl bé beneficial to the following;

The management of revolving fund groups in Kenyl fimd the results of this
study intriguing as a source of information on thallenges affecting the performance of
their groups and what they need to do in ordernimaace the performance of the funds.
Those who are already members of the groups nedddw how well to keep them
competitive in this era of stiff competition. Propesight will give them an added advantage
in managing their groups. Lastly to the potentia@nmber who would have in mind what

strategies they need to put in place as they peepgoin one or form their own.

The policy makers will obtain knowledge of the sking loan funds dynamics and
the responses that are appropriate and specifisufoln funds; they will therefore obtain

guidance from this study in designing appropriatkcges that will regulate the sector.
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The study will provide information to potential carturrent scholars on strategic
management in revolving loan funds in Kenya Thidl wkpand their knowledge on
challenges affecting the performance of revolviognl funds and also identify areas of

further study.

1.7 Limitation of the Study
The researchers did not entirely control all otimervening variables which affect

performance of revolving loan fund programs amomgmen groups. The study was limited
to Kikuyu district, Kiambu County in a bid to eslish the factors influencing performance

of revolving loan fund programmes among women gsdoKenya.

1.8 Delimitation of the Study
This study focused in examining the factors inficiag performance of revolving

loan fund programmes among women groups in Kiambun@/, Kenya. The study sought
to examine the following factors: level of educationanagement practices, entrepreneurial
competences and demographic factors influencingpét®rmance of revolving loan fund

programmes among women groups, the study covetad/Kidistrict, Kiambu County.

1.9 Assumptions of the Study
In this study, it was assumed that:-

i. Respondents were willing to respond to the questoes and provide valid and
reliable information.

ii.  Respondents were truthful and honesty in their aeses untruthfulness will be
curbed by explaining the purpose of the study éoréspondents.

iii. There are factors influencing performance of rewvgvloan fund programmes

among women groups.
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1.8 Definition of significant terms
Entrepreneur: A person who sees an opportunity and acts to er@atenterprise around

that opportunity, (Saleemi, 2009).
Financing: financing is the provision of fund for businesargip or expansion, financing is
necessary for the long-term survival and growthsafall enterprises,

(Naidu and Chand, 2012).

Level of Education; refers to the highest level of education attaitgdthe borrower
Borrowers receive education in business operatianed market

development.

Management Practicesyefers to the skill and knowledge one has to é&ffety manage
their ventures.

Managerial Training: learning that is provided to people in order tgiove performance
on the present job. According to Mead & Liedholh948) many SMEs

owners or managers lack training.

Revolving Loan Fund; refers to funds designed to fund businesses thahat get
traditional bank loans, either because their owasgsseen as credit risks or

because the business has not established creitlt @nn.

1.11 Organization of the Study
This study is organized in three chapters. Chapmterdeals with the background of

the study, the statement of the problem, purposéhefstudy, objectives of the study,
research hypotheses, significance of the studyngstson of the study, limitation of the
study, delimitations of the study, definition ofrrtes and the organization of the study.

Chapter two reviews literature along the study dipjes. It also presents the theoretical
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framework of the study. Chapter three outlinesrédse=arch methodology that was used by
this study. It also discusses the research designtarget population of the study, the
sample size and sampling techniques, researchiistits, data collection methods and data
analysis methods. Chapter four present the datlysimapresentation and interpretation,

Chapter five present summary of findings, conclasiand recommendations.

13



CHAPTER TWO:

LITERATURE REVIEW

2.1 Introduction

This chapter summarized the information from otlesearchers who have carried
out their research in the same field of study. $pecific areas covered here are theoretical
review (concept of revolving loan fund, criteriar imaking loans, the basic structure of a
RLF, benefits of microcredit); empirical review \(g of education, management practices,
entrepreneurial competences, government policisg)nmary; research gaps and the

conceptual framework.

2.2 Concept of Revolving Loan Fund

The issues surrounding banking the unbankable ¢ant®e fore in the years 1993
and 1994. These have included; a cultural resistém accepting the poor's willingness to
repay, a belief that they do not have sufficiennmpfor savings, that they lack literacy
skills to fill in banking forms, are unbankableterms of their inability to service loans, do
not know how to handle money, are dependent on tegjprding how to use a loan and
require subsidized interest rates (Remenyi, 199dmlihson, 1996; Bolnick and Mitlin,

1999a; UNCHS, 2002).

Majority of women fall within the lowest low-incoen category that financial
institutions do not currently cater for. Despiteman being care givers and providers, by
and large they are one of the most excluded grénmps both basic services and decision

making (Commission for Africa Report, 2005). Stwdghow that particularly among the
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African population, women head the majority of helusilds and yet they are disadvantaged

in many respects including housing (Mpetsheni aoch&ovsky, 1996; Budlender, 2002).

RLF's are subsidized via low-cost government fagdiand by tax advantages
conferred by their nonprofit status. Subsidies eomiconomic benefits to recipients at the
expense of others. RLF borrowers receive a sulmdyeyed through credit enhancements,
such as low-cost loans. Since RLF’s appear to nhades at a single interest rate, riskier
loans receive a larger implicit subsidy. Also, pt& lenders who join RLF-sponsored

financing packages are often subsidized.

To improve the measurement of financial status pedormance, RLF operators
could estimate expected loan losses and admim&rabsts according to generally accepted
accounting principles. These changes would likelgrease outside investors’ interest in
development opportunities by providing them witkefus information that could be used in
evaluating potential risks and returns. Advantaigesy RLF programs’ use of market-rate
lending include: higher operating income; replaciogses with loan able funds; loans
sought only by borrowers who lack other sources] an histories that better assist

graduation to private funding.

Many recent credit programs in developing natibage changed from low-interest
to market-rate lending with very positive resulit only are program costs dramatically
lower, but borrowers have been able to pay mar&etsrand graduate more easily and
quickly to private financing. Also, charging marketerest rates has increased the supply of

investment capital for developing sectors (Isseranash Terance, 1995). While subsidies are
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still needed, they usually are used to provide atloie and business training to enhance the

financial management skills of the borrower.

RLF's attempt to increase the total lending asged with each RLF dollar by
assuming the junior lien position in all such Igetkages. By assuming the financial risk in
a loan, the RLF improves development by increasihg level of private lender
participation. This is called leveraging. While Iég leverage is used as a positive measure
of RLF performance, it comes at a cost. The expectdue of additional losses taken by the
RLF becomes a form of subsidy to the private lend&e larger the expected value, or
subsidy, the higher the return to the private leride participating (Porteous and Naicker,
2003). On the other hand, if increased leveragetswhe RLF's share of the loan package,
the RLF's maximum possible loss is also less. Lageig may explain the large losses
experienced by RLF’s on their failed loans. Aver&jg- losses are about 80 percent of

remaining loan principal.

Although RLF's are designed to be permanent, ladavelopment needs are
probably transitory. Thus, government funds soacobe allocated by an outdated measure
of need. In 1993, over 95 percent of 260-plus acfRLF's funded by the Economic
Development Agency (EDA) had a sub state geograplies, often a single community or
county (Remenyi, 1991). This micro level focus nmeakelifficult to shift resources as needs
change. Thus, central decision making imposed @getageographic levels creates a

mechanism to shift resources as needs changenlyubydiminishing local control.

Federal financial-assistance-program regulatiensire that RLF operators lend at a

rate well below prevailing market interest ratefisTpolicy is intended to enhance the
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financial situation of borrowers. While this clgadives borrowers a cost advantage, there
are additional consequences. The advantages Rldfigedfrom cheap loan able funds is
seldom transformed into a sustained or growingtahpase. In fact, most RLF’'s can avoid
shrinking only through periodic injections of newhtic funds. Typically the low-interest-

rate requirement forces operating income to a lbeldw operating costs (Schlyter, 1996).

2.3 Level of Education and performance of revolvingoan fund

Most loans are made to high-risk borrowers at esgionary terms. RLF funds take
a subordinated lien position to leverage their tedghrough joint lending with private
lenders. Borrowers receive education in businessatipns and market development. RLF
loans most often go to manufacturing firms and wsed to purchase fixed capital (Place,

2002).

Many recent credit programs in developing natibage changed from low-interest
to market-rate lending with very positive resulit only are program costs dramatically
lower, but borrowers have been able to pay mar&eisrand graduate more easily and
quickly to private financing. Also, charging marketerest rates has increased the supply of
investment capital for developing sectors. Whilbssdies are still needed, they usually are
used to provide education and business trainirgnt@mnce the financial management skills
of the borrower (Korpivaara, 2001). Similarly, a tidaal Federation of Independent
Businesses survey found that U.S. small businessesmore about credit availability than

credit price.

Encouraging clients through education on disast&rreduction and designing loan

products to develop disaster-proofing shelters.0oABIFIs can guide vulnerable client
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groups to have contingency plans on how to respomddisaster mitigation measures. Due
to this the field officers has to spend lot of theeme in educating, counseling, making
repeated visits etc. which will increase the openal cost and in turn affect the operational

efficiency of the institution (Hossain, 1988).

The ability of children or youth to control thehgduling of their work can allow
them to improve their educational performance amrolling work schedules can be done
when children or youth operate their own busineskggortunately, one of the biggest
constraints to young people in business is acaedmancial services (credit and saving

services) (Hassen, 2003).

Governments recognize that an educated workfardgeiter and may reduce risks
and poverty, but the local economies cannot aftordubsidize education for all at-risk
young people. States also acknowledge that ignotimgse young people creates
vulnerabilities such as indentured labor, slave-ldonditions, prostitution, abuse, and an
increase in crime (Maltz and Kohli, 2000). The Egyase may be a front runner in

delivering financial services to a high risk marketh as the youth market.

Although a good number of studies have specificatidressed the issue of the
effects of training on CFRs (Little and MahmoudQ32)) very few have focused explicitly
on the effects of formal education. Accordingly, have little direct research to draw from
and appreciate that the level of formal educatioopncept closely related to training, could

have positive, negative, or no effects on trugiarticular, and CFRs in general.

Despite the uncertainty over the effects of foredlication, our basic premise is that

better educated marketing managers will be moedyliko form trusting relationships with
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sales managers. Some indirect support for thiscstas provided by Rust (2002), value

systems, and seeks to eliminate conflict in thesag of responsibility.

A review of the literature reveals that learninggamisations will likely have
increased organizational performance. In fact sutkohave argued that the empirical
measurement of a learning organisation is at aivelg early stage and further research are
needed to recognize and corroborate the fundametitabnsions of the learning
organisation and its potential influence in imprayknowledge performance (Yang, 2003;

Yanget al, 2004).

Five different studies which have attempted td Watkins and Marsick's (1993,

1996) learning organisation dimensions and perfagseamprovement measures have been
identified from the review of the literature. Onietloe studies is by Selden (1998) (see also
Selden and Watkins, 2001) evaluated the relatipssibetween the seven learning
organisation dimensions, company characteristidskaowledge and financial performance
in family-run firms. Selden (1998) found that afl the seven dimensions of the learning
organisation except promoting inquiry and dialoguere significantly correlated with
knowledge performance. Of the seven dimensionseafning organisation, systems to
capture learning (embedded systems) representednibgt variance in knowledge

performance.

Akin to Selden, McHargue (1999, 2003) examined riflationship between non-
profit service organisations characteristics aratrimg organisation dimensions and three
performance outcomes, namely financial, knowledgg raission performance in non-profit

service organisations. In this study, the severedsions of the learning organisation were
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found significantly related to knowledge performancSystems to capture learning
(embedded systems) established the strongestoredatp with knowledge performance.
McHargue strongly believes that non-profit orgatis®s can be learning organisations and
this in return will facilitate them to better sertteeir clients and communities as well as

society.

Hernandez (2000, 2003) (see also Hernandez ankindaP003) studied the ways in
which learning organisation dimensions impact tmecess of tacit knowledge transfer,
knowledge performance and financial performance hiwit private manufacturing
organisations in Colombia. Hernandez found a pasisitructural relationship between the
seven learning organisation dimensions and thesfeearof tacit knowledge process. The
transfer of tacit knowledge process consecutivebnaed a positive influence on knowledge

performance.

2.4 Management Practices and performance of revolg loan fund

Kaynak, (2003) suggested a positive associatitwd®sn management practices and
performance. Authors diverge in the way they perdhe links between management
practices and performance. Some authors thinkthieasé is a hierarchy in the management
practices and that infrastructure practices may bave a positive effect on performance if
core practices have also been established (Andexsal, 1995). In opposition, other
authors (Samson and Terziovski, 1999) have sughebi each practice can improve

performance even without the core practices.

Management pr