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ABSTRACT

Various studies have concluded both positive anghtide impacts with many results being
highly contested on grounds of methodology. Whtleeo studies have concluded improvements
in women empowerment and increased status in toeehold others have concluded vicious
cycles of debt. The objective of this researchystuds to show evidence of financial and social
impact of microfinance at household in a commupitgschool project in Kwale County. The
study was based on quantitative tools adapted #é&iS/SEEP network. Random, purposive
and stratified sampling was used to identify beotipact survey and exited clients in the study
area. A total of 120 respondents participated endtirvey. Data was collected through face to
face interviews. Data analysis used descriptiveiafetential statistics on SPSS program. From
the analysis this study found positive impact othlencial and financial indicators on clients’
household .The study findings revealed positivaetations of microfinance and households
variables. Clients were able to increase theirnmes, savings and assets and also able to educate
their children to higher academic levels. Longemtelients seemed to benefit a little more than
the short term clients. A regression analysis cotetiirevealed unreliable for the prediction of
household impact. Challenges experienced includaa program inflexibilities that forces client
to manipulate the program to meet their needs. Jtuely asserts therefore the need for
microfinance institutions flexibility in productsspecially ability for the clients to access their
savings instead of just relying on loans when @nmineed of cash in between loans since the
only way one could get their savings is after wigvdal of membership. The study also
recommends strengthened capacity building for tdiemimprove MFI impact.



CHAPTER ONE

INTRODUCTION

1.1 Background of study

Traditionally, project plans follow a logical thimg through the logical frame work that flows
from the project idea into objectives (purposegntinto outcomes or results, outputs and inputs.
In project monitoring and evaluation, monitoringates to the activities and the outputs,
evaluation relates to outcomes while impact reladeshange in people’s lives that relates to the
results (O’Flynn, 2010)

Impact assessment, a component of project evalu&i@ management mechanism aimed at
measuring the effects of projects focusing on taea@mes of interventions rather than inputs
and outputs (REME, 1999). Its objective being igufe out the effects of intervention in
changing the conditions facing the target poputati@ketch et al., 1991), when the effects
occurred and the efficiency of the investment ilatren to resources used and benefits derived
(Linchfield et al., 1974) whether or not a projbeess achieved its goals as well as contribution to
the mission of the organization that makes thedtnaents. The results of the assessment can
include assumptions of expected, unintended, batsitipe and negative all of which are
important to understand the reasoning behind tlaagd and may also determine future project
designs (Afrane, 1997). Impaittterefore assesses the ‘So what?’ question: of lreswa project
actually affected the lives of the people it aintedsupport as defined by Roche (1999) as the
systematic analysis of significant changes eittasitive or negative, intended or not brought
about in people’s lives by a given action (O’'Fly2010). Evidence to support project impact is
largely supported agencies’ own Monitoring and Hafbn (M&E) systems and monitoring
reports that mostly focus on measuring the proa#sproject implementation and service
delivery, with the emphasis being on upward finah@ccountability. Important as it is for
management function and usefulness in attributimgact to a given intervention, such M&E
data rarely tells us much about the real impach @roject on the lives of project clients or

participating communities Catley, Burns, Abebe & Suiji, 2008)

Consequently, impact assessment as a managemeesproas been gaining significance to all

stakeholders as opposed to previous project mar&gesmen it was mainly associated with and
1



driven by donor agencies when they inquired moraildeabout program effectiveness aside
from routine monitoring systems (Afrane, 1997) aime meet the accountability to justify
continued support (Hulme,1997).The impact assessprecess is currently promoted by both
the sponsors and implementers of programs andhfysdare often used as the basis to Learn and
understand how projects efforts impact on local mwmities in order to improve the
effectiveness of interventions and people’s livesilso demonstrates success (O’Flynn, 2010)
resulting to projects expansion, scaling up ordadlon of an intervention as it provides and
enhances stakeholder confidence and participatiopact evaluation also exposes internal
problems and constraints: and provides benchmdknmation for comparing, ranking and
selecting sets of appropriate methods (REME, 1997).

Finance is a branch of economics that deals withapanatters including resource allocation,
management, acquisition, investment and marketsrdffinance is a branch of finance that
targets the poor or low income earners with litteno access to the traditional banking system
to give them an opportunity to access financial/ises Majority of the poor were excluded
from financial services due to the fact that deplvith the poor encompassed a lot of risks and
uncertainties, high costs involved in small loangactions, inability of this clientele to provide
collateral for the loans and policies that limited practicability of conducting business with the

poor.

The International Labour Organization (ILO) viewscrofinance as an economic development
approach that involves providing financial servitde®ugh institutions to low income clients. It
refers to the small scale provision of financialvgees to low income earners who had no access
to be served by commercial banks. The Consult&inaip to Assist the Poor (CGAP) defines
microfinance as a service which offers poor pe@ueess to basic financial services such as
loans, savings, money transfer services and miesorance. Microcredit and microfinance
therefore benefits the poor who do not have cigdibry or collateral, steady employments and
other requirements to qualify for services in bankke financial needs of the poor include
investment opportunities e.g. business expansiaying land or equipment, improving housing,
securing employment; Lifecycle needs: such as wepdi funerals, childbirth, education,

homebuilding, widowhood, old age; Personal emerngsncsuch as sickness, injury,

2



unemployment, theft, harassment or death; Disasseich as fires, floods, cyclones and man-
made events like war or bulldozing of dwellings. dadress these needs microfinance has been
seen as the solution.

However before the microfinance industry, people®sg the globe saved and borrowed money
from various sources in informal sectors. The gsatanged from individuals, friends and family
members, moneylenders, community members, rotasengngs associations or keep their
savings at home. One of the earlier micro credit firovided loans for the poor was the Irish
loan fund system in the early 1700s by author JamaSwift with the idea to serve those not
being reached by commercial banks. In 1800s lasget more formal savings and credit
institutions emerged in Europe going by the namkgewple’s banks, savings and credit
cooperative§World Council of Credit Unions WOCCU, 2003)One Grameen Bank Nobel
Prize winner Professor Muhammad Yunus in Bangladsstredited to have found the first
microfinance institution in the world that he firgtitiated as credit program action based
research in the 1970s that issued and recoverell l@as in villages. The program targeted

women who borrowed loans for business investments.

These early programs showed that poor people, edlygagomen, had excellent repayment rates
among the programs, rates that were better thafotheal financial sectors of most developing
countries. Second, high repayment and cost-recountgrest rates - permitted some
microfinance Institutions (MFIs) to achieve longresustainability and reach large numbers of
clients” (2003). Microfinance was therefore found on the basis that poor were capable of
raising income, saving and repaying their loansis Thew influenced the world to regard
microfinance as a tool for poverty alleviation. dot that would be used to raise income levels
by initiating and expanding small enterprises antlirn raise the standards of living of the poor
and all that was needed was a finance interventiansuited their circumstances as proved by
the micro credit pioneers.

Robinson (2001) describes that the 1980s demoedtthat microfinance could provide large-
scale outreach profitably, and in the 1990s miaarice began to develop as an industry .This

led countries and agencies to provide the low iredmsinesses and households with financial



services. In the 2000s, the microfinance industopgctive is to satisfy the unmet demand on a
much larger scale, and to play a role in reduciogepty. Most MFIs cite poverty alleviaticas
their main development goal (mix market reportpssist the poor people uplift their standards

of living

The Economist Intelligence Unit (EIU) rates Kenya having the second best business
environment for MFlIs in all of Africa and one ofethop ten in the world ( EIU,2010) according

to the annual microfinance sector report. The saetaches out to nearly 1.5 million borrowers
with the value of the outstanding loan book stag@nhKES 138.4bn as of Dec 2011(Association
of Microfinance Institutions (AMFI) & Microfinanza2013) making it the second largest

borrower base in the continent (MIX and CGAP, 20I)e sector displays positive growth,

strategic developments, and appears to be drivgardguct innovation. Despite strong evidence
of progress in the fight against financial exclmsiabout one-third (33%) of Kenya’s population

is still unable to access finance in its variousm® (Financial Sector Deepening —FSD- Kenya,
2009).

The Kenyan microfinance activities started to bgutated in 2006 necessitated by a shift of
focus from donor driven poverty eradicating movetseto independent profit making
institutions to regulate their money operation. &Asesult the Microfinance Act was enacted in
2006 and the supportive Deposit Taking Microfinaibd M) regulations that took effect in
2008 to bring to transparency and accountabiligndards of MFIs and also to protect
depositors. Several MFIs entered the finance marketigh institutional transformation Equity
Bank and Family Bank have transformed from buildsagieties and Kenya Rural Enterprise
Programme (K-REP) Bank from an MFI Non Governmer@aganizations (NGO’s). Other
players in the market are NGO MFIs that still rely funding sources, subsidies and grants
having been eliminated from deposit taking categaédgo found in the market are Informal
microfinance operators like money lenders, RotatiSgvings and Credit Associations
(ROSCASs), Accumulating Savings & Credit AssociaidASCAS), and village banks. By 2011
there were varied forms of registrations for ingidns operating in the microfinance industry in

Kenya.



Kwale is a county served by various microfinancgitations that include among others KWFT,
Yehu, SMEP, Juhudi and the Kenya Rural Enterprisgi@mme (KREP) which aim to provide
access to financial services to their members’ @afh¢ to women entrepreneurs for farming
activities, animal husbandry and retail enterpri3ée institutions offer group loans with a small
portion of individual lendingsroup loans using two main approaches: the grogpdaonsists

of groups of from 5 to 30 members. In both loanessls, women are required to save as a
requirement for accessing credit. Loans are digout® individual members directly, with
repayment and collections being the primary respditg of the group. The majority of the
microfinance loans are business loans. A smaltgmgage is given for education as well as
credit intended to improve the health and livingaitions of clients. Also in offer are non-
financial services, in terms of training, educateond advocating for women rights. In addition
most of the loans include an insurance cover tleateficiaries have to contribute to. The
institutions vary in membership fees charges, artsoahloans issued, products and repayment
modes and even interests rates. The most sigrifican economic impact of microfinance
institutions highly regarded is creating awareresd developing of business- like attitude and
reducing the fear of the finance sectors and I@nsng microfinance clients. Bringing women
in groups also creates long lasting relationshipet &assist members to solve some social
problems in the society (World Bank, Kiiru & Pedans1996).

The Community Based Preschool Program was initiatdtde year 2000 in Kwale to facilitate
the establishment of quality, affordable, cultyradppropriate and sustainable early education
centres among the low social economic areas oft guagince. The idea was to increase access
to quality early childhood development and educatio facilitate education achievement to
promote community progress in development. The kengn goal of the program {30 create
equal opportunity for children to realize their fydotential through the provision of holistic
early childhood development services that includeslth and nutrition, education and
livelihood”. The introduction of pre- schools is seen as a @fayproving educational equity,
and when in parallel with other measures is a wagombating poverty and societal exclusion,
promoting health care and advancing societal immusCommunity empowerment through
community sensitization, mobilization and training at the heart of the program and

participatory approaches geared at awakening thelagmental consciousness and action are
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used to develop capacity for self reliance and gogsustainability. As a strategy to improve
individual and socio economic capacity of the comityuat large community members in the
program areas also get linked to various microfoeainstitutions in the belief that microfinance
is a tool used to uplift the standards of living lz#neficiaries. The programme is currently

supporting 30 pre-schools in two districts of Kw@leunty namely Matuga and Msambweni.

Kwale County is situated in the coastal part of y@emordering each other and also border
Mombasa and Taita Taveta County also borders the Indian Ocean. The main economic
activities include agriculture, tourism, manufaatgrand fishing. Formal employment, casual

wage labour, small businesses can also be fountymoghe county’s urban centers. 74.9% of

the populations live below the poverty line in Kevddut to a lesser extent for the two target
districts of Matuga and Msambweni (Kenya mpya, 3012

1.2 Statement of the problem

Microfinance has been embraced by many countriethendeveloping world as strategy of
alleviating poverty evidenced by donor agenciespsumg MFI funding to Governments
enacting laws to promote their institutionalizatidn spite of the perceived popularity of the
microfinance there has been a general lack of oig®scientific research to check impact not to
mention that empirical evidence has also been ilosive and controversial. Hulme (2000)
states that knowledge about microfinance achievemsgnains partial and contested. There are
those that argue beneficial economic social impaais Schuler et al., 1997; those that caution
against too much optimism by alluding to the negatmpacts associated with Rogaly (1996),
Adams and Von Pischke (1992) ; and those that adlealge beneficial impacts, but state that
microfinance does not assist the poorest assocrtbdHulme Mosley (1996, 1998).

Many projects fail to thoroughly evaluate theireintentions on how they change project
beneficiaries’ lives as is the case for the ComnyuBased Preschool Program. The program
promotes and integrates microfinance in its devekt strategy in belief that it assists to raise
living standards in the households without evidenfampact but from reports anecdotes.
Discussing the ‘state of the art’ in impact assesgmHulme (1997) recommends that

approaches to impact assessment should range frowirig impact’ to ‘improving practice’ and

6



as a forward-looking instrument that can help desagpd implement better policies, plans,
programs and projects (Partidario, 2003).

Several studies on microfinance have been conduct&&nya. The studies include Omwange
(2012) on the relationship between microfinanceasoand household welfare; Wambugu (2007)
on the financial and social impact of microfinameeding: A case study of K-Rep bank’s Juhudi
credit scheme in Kawangware region; Mjomba (201Y) wmicrofinance and women
empowerment in Kenya: the case study of KWFT; Waig@010) on microfinance services on
poverty alleviation at the household level in Kigymothers include Hospes, Musinga, Ongwayo
(2002) with an evaluation of micro-finance prograesmin Kenya as supported through the
Dutch co-financing programme with a focus on KWFIndoro, Omena(2012) on effect of
microfinance services on the financial empowernoéntouth in Migori county, Kenya: REME
(1999) on impact assessment of the WEDCO entergaselopment project. No study has been
cited for Kwale County and it is on this basis thas study wishes to establish where some

localities in the county stand on the issue of ofioance at the household level.

1.3 Purpose of the study
The purpose of the study was to assess the soethleaonomic impact of group based
microfinance loans to clients’ households for bamafies of a community based preschool

program in two districts of Kwale County.

1.4 Objectives of the study
The study was guided by the following objectives:

1. To determine the impact of microfinance loans oncation levels of children in clients
household
To assess how microfinance loans impact on cliéatssion making in the household
To establish the impact of microfinance loans oaligyiof housing
To assess the impact of microfinance loans on lmlddnealthcare

To establish the impact of microfinance loans anitttome of clients households

o oA w N

To examine the impact of microfinance loans on amdation of household assets



1.5Research questions
The study was aimed at answering the followingaegequestions:

To what extent does microfinance loans influenagcation levels achievement
To what extent do microfinance loans influence letwadd decision making
What is the impact of microfinance loans on thaliy of household housing
To what level does microfinance loans influencedatold healthcare

What is the impact of microfinance loans on houtg&h@omes

o gk~ wh P

To what extent does microfinance influence accutimraof household assets

1.6 Research Hypothesis
The research tested the following hypothesis:

1. H21: There is impact of microfinance loans on ediocalevel attainment
H1: Microfinance loans have influence on househigdision making
H1: There is impact of microfinance loans on qyatit household housing
H1: Microfinance loans have influence on qualityhofisehold healthcare

H1: Microfinance loans have an impact on accumatatif household assets

o gk~ w N

H1: Microfinance loans have influence on houselwtdme

1.7 Significance of the study

The study will be of value to the preschool progrdrat will get to evaluate the impact of
microfinance services to their target communitissaadevelopment strategy to enable the
program advice their audience accordingly to adhiprogram goals. The study will give an
opportunity to microfinance clients to reflect dreir participation in microfinance programs
and assist them in making informed choices

The study will also provide information to micradince institutions that will get to know of the
impact of their services to clients at the housasiolevel, strengths and weaknesses of the

programs, information that will enable them therd®ato improve and enhance services

In addition the study will bring into light more ieence and add to existing knowledge of
impact of microfinance to other researchers, acadans, donor agencies and other

microfinance stakeholders for use in decision mgkand for utilization of microfinance as a
8



tool for poverty eradication. The study will alse & source of reference and literature to future

studies on impact assessment of microfinance ®svic

1.8 Assumptions of the study.
The study was based on the following assumptions:
i.  Willingness of respondents to spare time for therinews
ii.  Honest responses from the respondents to quegtiessnted to them regarding both

their positive and negative experiences as cliehtsicrofinance services.

1.9 Delimitation of the study
MFI clients were mobilized through the communitggehools. However when the actual data

commenced schools had closed for the Decemberayslidghereby some clients had left the
areas to visit relatives elsewhere. This necessitdhe mobilization of replacements that
consumed the project time. Some respondents ajserted to be paid for their time while others
expected free loans after the exercise. Despitetblallenges considerable efforts were taken to
ensure the right people were interviewed to engugdity data was obtained to reflect the true

picture on the ground

1.10 Limitations of the study
The study was conducted in Kwale County and focusedlients of microfinance in 2 district

beneficiaries of the community based preschool ramog as sources of its data. The study may
not be generalized to across all members of MFbrdg population sampled was that of the
preschool program there being some contextualiaetbis and differences due to awareness.
The impact assessment study focused on the houslelvel alone however there are other inter-
woven impact levels including the individual andtexprise level impact that is critical in

understanding the overall impact of MFI.

1.11 Definition of significant terms used in the stdy
Client A member of microfinance program either in contotomparison group,

short term, long term or withdrawn from program



Control clients these are new microfinance members who have erwflited from loans

herein also referred to as zero loan clients

Exit clients these are persons who benefitted from microfingmogram and loans but

later withdrew from such programs

Household members who live together and share the same tdedst once in a day
Impact These are outcomes attributed to microfinance pragintervention

including loans, savings and training and othevises offered

Long term clients  there are microfinance members who have benefiited five loans and
above

Microfinance this is a branch of finance that targets the pedow income earners with
little or no access to the traditional banking egstto give them an

opportunity to access financial services

Short term clients these are microfinance members who have takeao fqut program loans

1.12 Organization of the study

The study report contains five (5) chapters. Chramte outlines the background of the study, the
problem statement, purpose and objectives of tystesearch questions and hypothesis. Also
entailed in this chapter are the assumptions agdifgiance of the study, limitations and
delimitations, and definitions of significant terased in the study. Chapter two contains the
empirical evidence of microfinance impact assesssrrat have been conducted mostly around
Africa and Kenya, and a conceptual framework depicthe variables of the study. Chapter 3
details the research methodology while chapter esgmts data analysis and interpretation.
Chapter five presents the summary of findings, wWiismns, conclusions, recommendation and

suggestions for future further research
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter presents literature on impact studied methodology, impact assessments of
microfinance programs, an empirical review of ségdconducted on impact of microfinance

intervention at the household level across the dydkfrica and in Kenya

2.2Impact assessments of microfinance

Assessment studies are a significant aspect ofrvenéons for donors and program
implementers to prove outcomes of interventionderathan inputs and outputs. An impact
assessment is a study that helps find out the esdlts as a consequence of a programme
intervention by using methods to establish a cotimedo the changes as regard to programme
participation (Hulme, 1997). Impact therefore i$ o much on what will be achieved, but rather
what will change”. The theory of change outlinedeébgrogram or intervention majorly informs
the impact assessment (O’Flynn, 2010). This Chasmg®rmally a complex, multidimensional,
continuous and happens differently given differ@ntumstances and may be short term or long
term. The interconnected proportions of varioustgouations to change form the backbone of
impact assessment process for change never fodoWwsear approach. Impact therefore goes

beyond project logic and focus on changes in ki beneficiaries (2010).

Because of its complexity determining change is easy hence appropriate research
methodologies that can bring out and differentadtial effects from a sea of other causes and
related factors to determine the concrete and ltis&ract impacts is very significant. For impact
assessment to be considered rigorous some appmoash be taken to approximate the
counterfactual. This requires the designating dfeatment and a control group identical to
treatment group in every way except for the progmherwise selection bias sets in” (Odell,
2011).The evaluation of microfinance programs aptsnmio determine how some outcome
measurement i.e. economic and non economic aretedfdoy microfinance (2011). The non
economic dimension measures benefits beyond inageires to beneficiaries of microfinance

projects and financial rates of return to microfica institutions and enterprises. To capture
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these two dimensions necessitates the use of ddiriamework for impact assessment (Gaiha,
2006)

Assessment techniques of microfinance services tmeen progressively developing. The
scientific improvements majorly relate to improvistandards of measurement, sampling and
analytical technique” (Hulme 1997).0One key develepts is the use of RCT methodology with
the first studies employing RCT methodology havibegn released in 2005.The benefit of the
RCT is that it eliminates the problem of selectimas which is a known challenge in all social
science research including mf impact assessmenevewfor RCT to be put to practice an
evaluation structure must be put in place befopeogram is initiated (1997) which most of the
existing MFIs did not factor in their initiationKarlan, Dean, Goldberg and Copestake (2009)
asserts that RCT is the best way to measure impfanticrofinance programs and improve
microfinance product designs’. Current RCT-reseamsh the impact of microfinance is
characterized by a short time span since the nuofdenown impact studies that were initiated
at the time a microfinance intervention was lauciee limited ( Hummels, nd). In addition
Impact assessments are also utilizing multi metlagproaches including participatory
approaches as opposed to the use of purely quaditat quantitative techniques that experience

various limitations to understanding impact.

In 2005, the Ford Foundation to promote social rretufor mf beneficiaries and not just
institutions developed a Social Performance Assessi{SPA) tool that compares 6 different
components of microfinance to gauge effectivend$®ey include Breadth measured by the
number of borrowers, depth which is measured byatwrage loan size, length of loan and
length of repayment, scope which is the amouninairicial services their institution offers aside
from lending, cost of their operations and outre&eiclients and the community (Lindsay,
2010). Chen and Dunn (1996) developed a dynamicegmiual; model of the Household
Economic Portfolio Model (HHEP) that defined theukehold broadly in terms of its human,
physical, and financial resources; the househofgwmption, production, investment activities;
and the circular flows between resources and #ietsviThe model recognizes that loan funds,
like any of the household resources, can be abactd any activity in the household economic

portfolio. The most widely known are the five SEEBEMRMS (Assessing the Impact of
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Microenterprise Services) tools developed by USAlbifed States Agency for International
Development) in collaboration with SEEP (a Unitetht&s network of enterprise oriented
NGOs).The AIMS tools include the impact survey taold a standard tool for assessing the
relative poverty of microfinance clients by CGAPoféstake, Johnson & Wright, 2002).Other
tools include the Microsave-Africa tools, and thvelihood security analysis for wider impact by
DFID among others. Each of the tools has diffestréngths and weaknesses, requires different

skills, and suited to different information requirents (Simanowitz 2004).

Methodological failures documented include the lafkproper identification of valid control
groups, biased sampling, inaccurate valuation of@m benefits and costs, lack of true cost-
benefit analyses of programs (Brau & Woller 200)r example Karlan (2001) criticizes the
common practice of only using the current micrafioa client and omitting ex-clients from
treatment groups. Such a practice he argues creafestion bias resulting to inaccurate
estimation of positive program impacts. The Imp-Rcbgramme in line with developments in
impact assessments recommends that if the objeistite prove impacts to both an external
audience and staff and management, the use obtig@cientific methods that give statistically
valid results is advised. On the other hand, if abgective is to improve impact, a qualitative
participatory process is recommended. . When itngsgessment is a long-term process whose
objective is to provide management informationrpiiove practice, it becomes a longitudinal

study where clients, staff and other stakeholdexsat involved (Hulme, 1997).

Three paradigms for conducting impact assessmerd@umented. They include: the scientific
method (principally control-group surveys), the lamties tradition (ethnography and other
gualitative methods), and participatory learningl action (participatory qualitative tools that
include, for example, participatory rural apprajisalpid rural appraisal, and farming systems
research (Hulme, 1997).

The goal of the scientific method is mainly to enesthat effects can be attributed to causes
through experimentation (Mosley, 1997). Microfinantiterature cites the RCT and quasi
experiments. The quasi experiment that is a matlifierm of experimental approach to

accommodate social sciences is mostly used in fmarece studies to show evidence of change
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on the lives of clients. Quasi-experiments seetotmpare the outcomes of “with” and “without”
mf intervention in a controlled experimental enwineent to ensure attribution. However it is
hard to find completely similar group for comparnisthereby challenging the results of quasi
studies (Espinosa, 2012). On the other hand the RCT givederge of causality of an
intervention on the lives of clients as comparea twontrol group; however it does not always

provide a good understanding of the contextualp@ndess factors.

On the opposite side of the scientific approacthéshumanities tradition which does not try to
demonstrate impact using statistically methods l{@&#& Thapa, 2006). It focuses on processes,
behavior and conditions thereby focusing on respotigl inputs which can be used to
complement and informs quantitative research. H(B0®0) recommends the understanding of
the social aspect of program and beneficiariesderoto obtain useful insights of microfinance
effectiveness. The advantage of the humanitiesoagpris that it does not have to deal with

biases associated with the scientific approachghdatihas a great limitation with attribution.

On the other hand the Participatory Learning antdoAc(PLA) involve all stakeholders taking
part in the study for empowerment. The Stakeholdetsto voice their opinion, concerns and
experiences heard and included in findings. Thiolvement in research enables a good
understanding of all stakeholder perceptions aardsgto an intervention. With the entry of PLA
in the field of impact assessment studies a shiftowadays on suitable combinations of all the
three mentioned approaches to bring out a holistiderstanding of microfinance and other
development projects. Hulme (2000) recommends Hhyemix of the various methods to cater
for the specific assessment objectives, contexh@fprogram, human resources, and timing of
any given study.

At the heart of social sciences impact assessmaeheiattribution of specific effects (impacts) to
causes (interventions) estimating the counterfaditaation in order to compare with factual
conditions of the target group is not easy simpigduse other social and economic projects
targeting development do happen concurrently ineses. Another challenge is fungibility of
resources between the microenterprise and the holasdn the context of microfinance Impact

assessment, fungibility is the possibility that theney from a microcredit aimed to be spent in
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setting up a new enterprise would be used in a#kpenses. The other challenge as stated by
Gaile and Foster (1996) is the problem of endodgniat refers reverse causality where

changes in the independent variables are caugmttiby the dependent variable.

The control group method that compares before died geceipt of an intervention through a
“with/without” framework is mostly used to ensur#ridution. However this method is still
challenged by self-selection biases as Brau andeW@004) states. The use of baseline studies
help in assessing the counter factual situationraddcing errors associated with recalling past
information by clients as asserted by Moser anddda{1971). Another way is the use of case
study research materials for cross checking fadhfakrmation (Mosley, 1997).Widening the
unit of analysis from a single enterprise to anirenéconomic portfolio where capital can
potentially be diverted to helps to deal with fumbiy (Brau & Woller,2004) while the
challenge of endogeneity can be addressed by us®déls that conceptualize causation as a
two way process, tracing of dropouts from both treated and control groups, conducting
impact assessment’s on relatively mature prograorgjnuous monitoring and use of qualitative
information to capture causation and use of appatgin depth interviews with clients ( Hulme,
2000).

2.3 Influence of microfinance on education

The year 2005 was declared the international yéamiorocredit by the United Nations that
recognized microfinance as a strategy for the ®ten of poverty amongst the millennium
development goals (MDGSs). This was an importanestdne for the microfinance industry and
as result microfinance drew a large interest invibed and developmental programs focused on
growth of microfinance as an economic tool to inygrguality of lives (UN, 2005). Littlefield,
Murdoch and Hashemi2003) puts affront evidence that microfinance i®ase factor with
strong impact on the achievement of the MDGs, tlaat make a substantial positive difference
in poor people’s lives The poor use financial segginot only for business investment in their
microenterprises but also to invest in health athdcation, to manage household emergencies,
and to meet the wide variety of other cash needs ttiey encounter (CGAP & World Bank
Group, 2010).
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Nirdhan Utthan Bank Limited (NUBL) clients in Nepafere reported to send both male and
female children indiscriminately to school and thay had decreased food consumption and
increased educational expeng&s.impact study conducted in Uganda by USAID-AIMS®jpct,
found that microfinance client households investede in education than non-client households
by over half the households. Clients also wereisagmtly more likely than non-clients to pay

school charges for a non-household member.

Following a great interest in donors and stakehslden social impact of development
approaches many studies have been conducted amendoted in Bangladesh, the origin of
microfinance and other countries. Most microfinaistedies conducted focus on microcredit
even though microfinance institutions provide masglit plus services that include and not
limited to savings, insurance and capacity buildifipere are studies that indicate positive
outcomes in the increase of income and reductioposferty and various others that report
negative impact and refute claims of microfinantfeativeness as a strategy to empower and
reduce poverty situation in clients. The Proponaftsnicrofinance claim impact beyond the
effect of income of the poor to a strategy for impng measures of health, education and
women empowerment aside from helping the poor atiéighe unreliability of their income
(Odell, 2011).

2.4 Influence of microfinance on household decisiomaking

The financial services also helped clients to iaseedecision making on their savings and use of
loan and profit, participation in community develognt program, accessed general health
servicesand use of family planning devices (Centre for Mi€inance Limited, 2006). Decisions
that were traditionally were made by husbands odentaousehold members. Increased
empowerment of women was reported by a Khula Engsrdinance impact study in South
Africa (Makina & Malobola, 2004). Another study m@ped a boost to self-confidence of women

The impact assessment on Women’s Enterprise Dewveot Project (WEDCO) clients showed
significant spending by men on education and mpending on the household but no direct
significant impact of participation in WEDCO on iagiual income or business employment

growth. However statistical significant results werecorded to only decision making on
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household saving$REME, 1999). In addition an oral testimony conewctoy the Goldin

Institute Chicago on microfinance in Bangladeshipieats found out that rather than
empowering women in household decision making womere often used by male relatives to
take loans and turn over the money while they raedhifinancially responsible for the loans.

Use of microloans for dowries was also reporteds@Rberg, 2010).

2.5 Effects of microfinance on housing

An evaluation study both quantitative and quakaton microfinance programmes in Kenya
concludes that the impact of the financial servicevision of KWFT is positive in many
respects that included enterprise size and employgeneration to women and families and
loans issued helped women to keep them going evédreimost difficult times. Improved living
conditions for the household was pointed as the pesitive change experienced (Hospes,
Musinga & Ongayo, 2002). Mjomba (2011) on impactkiWFT reported positive change to
women financial and social situation including takiactive part in making decisions thus
concluded that microfinance institutions build weial and economic empowerme¥{aiganjo
(2010) survey in Kisumu shows found a positive trefeship between poverty alleviation and
profittbusiness  expansion, healthcare, housing arghelter, better clothing,
income/resource/savings. Some microfinance progralst provide credit products for water,
sanitation, and housing, products that previouslya only be accessed from commercial banks.
A study of SHARE clients in India documented tHaee-fourths of clients who participated in
the program for longer periods saw significant iay@ments in their economic well-being and
housing conditions (CGAP, 2010).

2.6 Impact of Microfinance on health

Randomized studies “the miracle of microfinance?dénce from a randomized evaluation”
(Barnerjee et al., 2009) and “saving constraints mcroenterprise development evidence from
field experience in Bumala village Kenya” (DupasR&binson, 2009) reported evidence of a
number of positive impacts of microfinance on thwed of the poor clients (Odell, 2011). As
more businesses were created, some householdsaasadrenondurable consumption; others

reprioritized their expenditures and smoothed comion. Dupas and Jonathan evidenced that
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savings accounts seemed to make women somewhatulessable to health shocks. As Bauchet
et al. (2011) asserts that putting money into féraacounts seemed to reduce the risk of
misappropriation by relatives, friends, and neigboecause households used whatever funds
available to meet their pressing needs (Neill, D@s;aKiiru, Manundu & Sebstad, 1994) at any

one given time.

Karlan and Zinman (2011) randomized impact studgualuate access to individual microcredit
loans in the Philippines showed that even thoonggrofinance participants borrowed more,
those given access to credit did not increase imas# in their business and even reduced their
overall number of business activities and employé&svever subjective wellbeing slightly
declined and access to credit helped borrowers witherisk, strengthened community ties, and
also increased their access to informal credit. d¢eess to credit lowered the demand for other
kinds of risk mitigation tools similar to resulta ia study by Karlan and Zinman (2010)
conducted in South Africa, with a consumer finanompany where wage earners with access to
consumer credit were more able to absorb shockistremefore more likely to retain their jobs.

In Mable Uganda Clients of the FOCCAS microfinarmegramme clients tried a practice
related to improved health or nutrition of theiildren after receiving instruction on the same
(2003). Challenges on loan repayments are commenording to a government agency for
elimination of rural poverty in India more than people were reported to have committed
suicide in the period of March 1 and November 2012 due (Anzestewereon, 2012) and
160,000 farmer suicides reported since 1997 toafimance related debt burden (Shiva, 2004).
In Kenya a mother of three was reported to havensitted suicide in Awendo Kenya over
failure to repay a 40 000 loan from KWFT takenlier husband medical treatment an indication
of the level of project failure and abject desplaat has resulted (Deny, 2012),

2.7 Effects of Microfinance on income generation

A qualitative study ‘the portfolios of the poor’ Gollins, Murdoch, Rutherford & Orlando
Ruthven, 2009) that present the results of yeay forancial diaries kept by poor households in
India, Bangladesh and south Africa report how poauseholds rely on financial instruments.
Besides using the finances for investment and preneurship purposes they also use it for

consumption smoothing and easing unpredictabifityady life (Golbergs, 2005). Afrane (2002)
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study in Ghana and south Africa showed improvenientlients economic, social welfares,
access to facilities, and spiritual impact indicatoncluding enhanced public respect and
acceptance, self-esteem, participation in commuetyvities, monetary contributions to social
projects, and empowerment of women. On the negaide, pressure of time resulting from
increased business activities, worsening familatiehs, poor attendance and participation in
church activities were observed. Meanwhile a sindyn households impact in Eastern region of
Ghana also reported that tirmapacted negatively on client’s profit (Nanor, 2p0B another
study of Freedom from Hunger clients in Ghana, MkNand Dunford found that clients had
increased their incomes by $36 compared to $18darclients.6 Clients had also significantly
diversified their income sources. Eighty percentctiénts had secondary sources of income

versus 50 percent of non-clients

In Kenya a number of impact studies have also lbeaeducted. A rapid impact assessment of 34
microfinance members of the FSD Kenya demonstratiétiited and mixed range of impact on
improved incomes - either through savings accunmratr loan investment (Stone, Johnson &
Hayes, 2010). Coleman (2001) in a Northeast Thdilamcrofinance study attributes non
significant and negative impact to the small sizéhe loans being too small for investment. The
clients used funds for consumption and househaldastb moneylenders to finance repayments,

leading vicious loan circles for beneficiaries.

Duvendack, Jones, Copestake, Hooper, Loke and ZHd ) found and replicated nine pipeline
studies reported in ten papers. The replicatiosddo confirm the evidence in these studies to
either support or contradict the main claims ofdfeence of microfinance. They attributed this
partly to their weak research design (Duvendaclalet2011). Bateman & Chang (nd) also
disagrees with arguments presented in support ofofimance citing issues such as lack of
rigorous research evidence that microfinance csesttert term reprieve for clients which are not
sustainable over time. This is echoed by Barndjed ,g2010) who did not find impacts positive
or negative on broader measures of poverty andbeialj. Neil et al.(1994) stresses that
sustaining income gains at the household level élappo be a common challenge that emerges
in studying the impact of microenterprise credithil& opponents of microfinance interpreted

the lack of positive results along measurable dsims of health, women’s empowerment, and
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education as signs that microcredit was a failBanerjee and Duflo (2011) asserts that
microcredit was working along the dimension it veapposed to i.e. it enabled households to

make choices to reprioritize expenditures and eceaew businesses and investment.

2.8 Influence of microfinance on accumulation of hasehold assets

A qualitative assessment as part of a case stud+REP (Pederson and Kiiru 1997) showed
positive results echoed by an assessment of thdyFRmance Building Society that concluded
that many of the clients, more often single mottreerd divorced, were in a better position to
meet family expenses, to pay school fees, to imptbeir houses/business premises, or even to
buy land from income generated by businesses. Merasomen invested less in the business,
splitting pieces funds for household purchaseslwereexpenses. Many loan recipients were also
reported to setting aside part of the loan fromlt&ginning to ensure they can make the first two
or more payments. Clients therefore did not inwgsthe full bulk of the funds, and may be
avoiding investments that require a longer periodyield returns (Rosenburg, 2010). A few
clients reported burden of indebtedness and losproperty through auctioning after loan
defaulting (Hospes et al., 200@n the other hand a research by CGAP argues thsiiiveo

impact intensified the longer clients stayed witii\xaen program (Littlefield et al., 2003).
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2.9 Conceptual framework
Figure 1: Conceptual framework

Independent variables

Education
* Education levels
» Education expenses

A 4
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Social and economic

Decision making household level
* Influence in decision making impact

* Role in major household
decision making
* Loan related conflicts
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» House facilities Moderating variables
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Income . Nu_mber of economically
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The conceptual framework above depicts the relalignof the study variables. It indicates the
independent variables (microfinance interventionfuencing the dependent variables (social
and economic impact). The moderating variables wagkled to justify attribution of impact to

the microfinance interventions.
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2.10 Summary of Literature review

Various literature have been cited on impact assesson microfinance and an agreement in all
is the fact that impact assessment of any projest key to determining their long term effects
not only to prove impact but also to improve preetiThe literature provides useful insights to
successes and weaknesses of assessments conduttedrafore best practices to be followed
to ensure effectiveness and reliability. For effesiess of impact assessments challenges

associated with endogeneity and fungibilty areasfaern and care is mostly to be exercised

Studies conducted include in areas of individuategprise and household level .The literature
cites varied impact levels of impact on microfinandhere are those that argue beneficial
economic social impacts e.g. Schuler et al., 1885e that caution against too much optimism
by alluding to the negative impacts associated Witgaly (1996), Adams and Von Pischke
(1992) ; and those that acknowledge beneficial otgpabut state that microfinance does not

assist the poorest associated with Hulme Mosle9g,12998).

The Evidence presented in literature of micro-foeupoint at differences in terms of impact
between different categories and characteristichamiseholds and enterprises. Differences
include lower-income communities in rural areassus their not-so poor counterparts in the
urban areagAfrane,2002), individual loans versus group loadreme poverty and moderate
poverty( Murdoch, Pitt & Khandker, 1998he middle poor and poor clients and very poor
clients, men and female entrepreneurs (Bauchét, &04.1). The findings also vary considerably
from study to study, suggesting that impacts agélisicontextually specific defined by the types
of clients on different microfinance services, prog and the environment. Hence the exercise
of caution is advised when interpreting empiricabults from these contextualized studies
(Odell, 2011)
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter discusses the research methodologiyeo$tudy; it describes the research design,
the variables, the population and sampling procediiralso presents the research instruments,

data collection techniques and analysis procedure.

3.2 Research Design

The research study used quasi-experimental i.e.eguivalent post test only control group
design (Russ-eft & Preskill 2001) enabling the cangon of impact variables e.g. income,
employment, and decision making, welfare at houselevel among those that have received
credit and those that have not received credit fromrofinance institutions. The evaluation
design consisted of the identification of a comg@mi group using matching comparisons. To
avoid self-selection bias new incoming clients tacrofinance institutions who have not
benefitted from any loans formed the comparisonugroThis selection was based on the
assumption that the incoming clients share singlaracteristics to existing clients including
their demography and motivation that draws thegoitothe program as opposed to the selection
of a completely uninterested group. This approdsh affered a readily available comparison
group who were motivated to offer responses in etghen of benefits from the programs.
Those that had not yet obtained loans presenteeixparimental kind of “baseline situation”
before an intervention occurred, while those whal ldptained loans presented an “after
situation” thus bringing out the changes/differenaéter credit intervention when the two were

compared in order to isolate treatment that infagehoutcome.

Quasi-experiments seek to compare the outcomen oftervention with a simulation of what

the outcomes would have prevailed had there beentexvention by holding constant all causes
of variation in a variable except that of the imttion( Mosley, 1997). This means that the
differences obtained between the two groups instbhdy were considered as the impact of the
microfinance services to client’'s households. Asisgsthe impact of a development lies on

finding what the situation was like had there been intervention. Counterfactuals were
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therefore obtained by the simulation of comparinggpam participants (treatment group) with

the comparison group as illustrated below:

Baseline MFI loans Study
and services observations
Treatment group o — X —  Q
Control group O3 » Q
Impact of MFI Iy = (01— 0) — (04— 0Oy)

Figure 3. 1: lllustration of treatments and comgami group of intervention

3.3 Target Population

The target population were clients’ and ex clieftsicrofinance institutions in the Community
based Preschool Program areas spread over in Msamtamd Matuga districts in Kwale

County. This study area was informed by the madilon efforts of the preschool program to
increase the capacity of program members to ppatieiin development activities through the

utilization of microfinance services in order tograve their beneficiaries’ standards of living,

3.4 Sample size and sampling procedure

The term sample according to the Collins Gem Ehgtigtionary refers to a “part taken as
representative of a whole” while sampling referstih@ process of selecting the “part” to
represent the “whole” undertaken when it is nosilele to involve the entire population in a

study.

Sampling in this study entailed purposive samplingelect microfinance clients’ (population) in
the community Preschool program centers. Purposamapling is used when studying a
specified group. Using stratified sampling indivédiglients at various loan levels were identified
from each center. for the identified loan levebl&rcategories of zero loans(comparison group),

1-4 loans(short term clients), 5 loans and abowa@ér term clients) and ex clients in equal
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numbers. Stratified sampling ensures each stramisampled and equally represented by
controlling random oversampling or under samplihgame strata to reflect the “true proportion

of individuals with certain characteristics of tpepulation according to Fowler (1998) and

enable comparability of the sampled groups. Theyspopulation comprised of 30 preschool

centers in Kwale County. According to the reseadhisors (2006) the sample size required at
95 % confidence level is 28 however all that centeere included to enable account for non
responses, not — applicable responses and misatag Respondents were purposively selected
for each of the 4 client categories making a totdl20 respondents.

3.5 Data collection instruments

Quantitative techniques were utilized by use ofstjoenaires that consisted of close ended
guestions administered by use of face to face Ji@ers. The researcher used 2 sets of
instruments, the impact survey and client exit syrfor clients and ex clients of microfinance
institutions respectively. These tools were adagtech AIMS tools to suit the researcher’s
needs, interests and local circumstances. Theds twere developed to assist researchers
evaluate microfinance programs and permission peavifor use by interested parties.
Respondent’s answers were expressed in terms diersrmoorresponding to pre-coded responses
in both tools

The Impact survey tool contained twenty four (8diestions administered to three groups i.e.
the 2 treatment groups (the short term and long tdients) and comparison group(new clients)
as appropriate. The tool had background informatibmespondents and their households in
addition to questionnaire items that sought to rieitee the economic performance in terms of
income growth, accumulation of savings and assaish@usehold welfare. The impact Survey
took an average of 30-40 minutes with each cli@mt.the other hand the Client Exit Survey
guantitative tool was administered to former ckeot microfinance to document the experiences
of ex-clients. The information included why clier¢gited, their views and opinion on the
program and the impact experienced in their hoddebhs a result of their participation in
microfinance programs. This tool contained twel¥@)(question items and took about 10-15
minutes to administer.
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3.6 Data collection procedure

The data for the study was collected by use of faacdace interviews. Respondents were
mobilized through the pr school centres. Afterighitontacts appointments were made and the
interviews conducted. Any missing respondent wataoed. 4 respondents were recruited from
each centre to fit the categories of control (2eams), short term (1- 4loan clients)and long term
(above five loans) and exited clients. Predeterthigaestionnaire responses were recorded.
Translation of the questions in Kiswahili was ne@iased to explain the questions to facilitate

understanding and appropriate record of responses.

3.7 Validity and reliability of data collection instruments

Validity measures the accuracy of the researchiunmstnt methods according to the purpose of the
study. It indicates the degree to which the instrumentsuess the constructs under investigation
Mugenda and Mugenda, (1999). The tools used in ghidy have been tested and used by
various researchers before, however localizatiaih@tools to suit research context was needed.
The researcher therefore consulted with the supemand later piloted the tools to establish
content validity. Field responses obtained were tiged to improve questions, their responses

and format of the instrument to facilitate accuraog appropriate responses from respondents.

3.8 Data analysis techniques

The researcher sought the answers to the reseaestians and make conclusions on the items
which are associated with respective variablesaBatlected from the field was analyzed using
statistics, presented and interpreted to draw aglegonclusions to the variables of the research
for use by the various stakeholders. The researcdedt both descriptive and inferential tools to
analyze the data. Descriptive statistics such asep&ages and frequencies and means were used
to collate and summarize the data in their respec¢tiemes. Variations, relationships, trends and
significant differences between the sampled grouge sought between microfinance services
and household welfare. The data was therefore etearoded and tabulated by loan cycles. The
analysis of data was done with the aid of compsiémware analysis tool, Statistical Package for
social Sciences (SPSS) that provide almost all tijaéime analysis and statistics. Regression

model was used to test the independent variabl@estghe various impact variables to establish
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the relationship and magnitude between micro fieaservices (independent variables) and the
socio economic impact indicators on the househidgpéndent variable) specified as follows:
y=a +B1 X1 +BX2+B3X3+BsXg+BsXs+PeXe+.....pn X nte

A higher percentage obtained showed that improvedsdhold conditions was due to the
microfinance services e.g. saving and acquiringhdoavhile lower coefficients meant the
opposite. Statistical tests to indicate SignifiGmt trends and variations were also computed.
Data was presented using percentages, frequenieg tabarts, and graphs in figures and tables.
The Data was mostly cross tabulated by loan caiegof control clients (zero loans), short term
clients (1-4 loans) and long term clients (aboveans).

3.9 Ethical considerations

Client’'s willingness to participate in the studysvsought before any appointments were made.
The researcher explained clearly the purpose ofsthdy, that it was academically oriented.
Privacy during interviews was highly observed aadfidentiality of the information was highly
emphasized during interviews with respondents. ds wlearly stated too that the respondents
were under no obligation to answer any questiog theé not feel comfortable to share with the
researcher. To ensure comfort of the respondemtsrativation to offer responses their names
were not recorded anywhere, only numbers were @isedjuestionnaire identification. The
researcher also approached the respondents wigeatesnd did not judge them on any
information shared. Also sought was permission fritw@ preschool program to conduct the
study
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3.10 operational definitions of variables

Research Type of Indicator Measurement Scale Data Tool of
objective variable collection  analysis
1. Todetermine Dependent Highest Number of Nominal interview  Quantitativ
the impact of Variable grade children
microfinance Education level
loans on level attained
education levels attained Education Number of Ordinal interview Quantitative
of children in expenses respondents
clients household reporting a change
in education
expense
2. To assess howDependent Influence Number ofOrdinal interview  Quantitative
microfinance  Variable in respondents
loans impact on Household decision  reporting change
clients decision decision making in influence
making in the making Interview  Quantitative
household Role in Number of Ordinal
major respondents
household making decisions
decisions nominal interview  Quantitative
Number of clients
Loan reporting to
related conflicts
conflicts
3. To establish Dependent Type of Number of Ordinal interview Quantitative
the impact of Variable house respondents living
microfinance Quality of in type of house
!s,oear?/isces agﬂ housing House Number of Ordinal interview Quantitative
quality of amenities respondents Wlth
housing access to amenity
4. To assess theDependent Number ofNomina interview Quantitative
impact of variable Health respondents
microfinance care accessing type of
loans on quality of facility facility
household healthcare Number of Ordinal interview Quantitative
healthcare Household respondents
diet reporting diet
change
Cooking  respondents
fuel reporting changéNomina
in fuel used
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Research Type of Indicator Measurement Scale Data Tool of
objective variable collection analysis
5. To establish Dependent Source of Number ofNomina interview  Quantitative
the impact of Variable Household respondents
microfinance household income reporting an
loans on the income income source
income of clients Change in Number of Ordinal  interview Quantitative
households income respondents

reporting changes

in income
6. To examine Dependent Number ofordinal  interview  Quantitative
the impact of Variable Clients respondents
microfinance accumulation Savings  reporting  saving
loans on of assets changes
accumulation of Household Number of Nomina interview Quantitative
household assets assets respondents  with

assets
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CHAPTER FOUR
DATA ANALYSIS AND INTERPRETATION OF FINDINGS

4.1 Introduction

This chapter tackles the process of analyzing ¢éeirements and how the data was interpreted.
The objectives of this study was namely to evaluhte positive and negative impact of

Microfinance loans and services at the househeolel Ief clients.

4.2 Response rate

The study targeted 90 current and 30 exited micaoite clients in 2 districts of Kwale county
namely Msambweni and Matuga and where the commuymi&gchool program operates. A
response rate of 100% was achieved. This was ligsthae to the fact that the researcher
employed a face to face interview. Any missing oesfent was replaced. However a few
respondents did not answer all the questions imjtiestionnaires which necessitated the removal

of the non responses from analysis

4.3 Respondents characteristics

The respondents characteristics considered in tilny ancluded gender, age, marital status,
education, training and occupation. A comparisonarftrol clients, short and long term client’s
characteristics indicated adequate similarities justify using the control clients as the
comparison group in assessing the impact of micaoite on client's households. The analysis

was as follows:

Table 4.1: Gender of respondents by loan categories

Gender Control clients  Short term clients Longntetient total
N % N % N % N %
Female 26 86.7 30 100 28 93.3 84 933
male 4 13.7 0 0 2 6.7 6 6.7
Total 30 30 30 90 100
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The studies found that majority of the respondevese women (93%). A few men 14% were
spotted in control long term clients. This was rodttributed to the fact that largely
microfinance institutions have targeted women gsotgpan extent of creation of a women micro
finance institution such as Kenya Women Financiaist (KWFT). This was in the bid to lift
women savings and income hence alleviating povanyng women and households. This
finding agrees with Ondoro and Omena (2012) thaginty 70% of the 1.3 billion people living
under one dollar a day around the world are worMamy microcredit institutions specifically

target women in their lending.

Table 4.2 : Ages of the respondents by loan categes

Age group Control group Short term clientisong term client Total
N % N % N % N %
15-25 4 133 0 0 1 3.3 5 5.6
26 — 35 12 40 15 50 7 23.3 34 37.8
36 — 45 11 36.7 11 36.7 14 46.7 36 40.0
46 — 55 2 6.7 3 10 5 16.7 10 11.1
56 — 65 1 3.3 1 3.3 1 3.3 3 3.3
Over 65 0 0 0 0 2 6.7 2 2.2
Total 30 30 30 90 100
Mean 35 37 42 38

Table 4.2 indicates the age ranges of responddifis. analysis found from 40% of the
respondents were respondents aged between 36-4% y88% of the respondent were aged
between 26-35 years, 11% of the respondents weth 4@ars while 6% were between 15-25
years. The study further found that the least gfugspondents were those aged between 56-65
years and those aged above 65 years. The meamragentrol clients was 35years, short term
clients 37 and long term clients 42 years. Theystfadnd that middle aged respondents from the
age between 37 and 47 participated more in loams. finding agrees with a study by Brau and
Woller (2004) that Different age groups have d#farpreferences for risky & non-risky assets.
In theory, this could mean that aging influencethded for different asset classes and expected

returns.
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Table 4.3: Respondents marital status by loan cageries

Status Control clients Short term clients Long term clients Total

N % N % N % N %
Married/Free union 20 66.7 27 90 20 66.7 67 74.4
Separated/divorced 5 16.7 3 10 8 26.7 13 14.4
widowed 1 33 0 0 2 6.7 3 3.3
Single/never married 4 13.3 0 0 0 0 7 7.8
Total 30 30 30 90 100

The study found that majority of the respondentsewearried people or persons living in free
unions, as opposed to separated, widowed or sifgeording to the study 74% of the

respondents, both in control groups, short terenté and long term clients indicated that they
were married or living in free unions. This was mpsobably because, married people carry
more responsibility than singled persons or perseins are divorced and with no children to
take care of. It was also found that 90% short telfemts were married compared to both control

and long term clients that recorded 67%.
The analysis found that majority had primary lesekducation followed by secondary level of
education; few had no education while very few bad/ersity level as indicated in table 4.4

below:

Table 4.4: Respondent level of education by loan tegories

Level of education  Control clients  Short term cl&enLong term client Total

N % N % N % N %
none 3 10 3 10 6 20 12 13.3
primary 21 70 18 60 11 36.7 50 55.6
secondary 6 20 9 30 11 36.7 26 28.9
University 0 0 0 0 2 6.7 2 2.2
Total 30 30 30 90 100

70% of control clients had primary level educatmympared to 60% of short and long term
clients’ respectively. The study can therefore aritatively say that respondents were literate
but with low levels of academic qualifications. Ilgpnerm clients were found to be more

educated at higher levels that the short and leng tclients i.e. at secondary and university
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level. It was more likely for long term clients pooceed in education than for short and control
group. However it was also more likely to find mdweg term clients without any education at

all. High number of less academically qualifiedgumers in the society contributes to poverty.

Table 4.5: Other Training undertaken by respondentshy loan categories

Other training Control clients  Short term clients onlg term client Total

N % N % N % N %
None 21 70.0 14 46.7 14 46.7 49 54.4
Vocational 2 6.7 3 10.0 4 13.3 9 10.0
Professional 7 23.3 13 43.3 11 36.7 31 34.4
Literacy classes 0 0 0 0 0 0 0 0
other 0 0 0 0 1 3.3 1 1.1
Total 30 30 30 90 100

The analysis found that, a total of 54% of the oesients had no training at all. An analysis
across the loan levels show that 70% of the comliehts had no training compare to 47% of
both the short and long term clients. The conti@nts also had lower vocational 6.7 and
professional 23.3% training compared to 10% and 43%e short term clients and 13% and

37% for the long term clients. High literacy levalg a key to proper business management.

Table 4.6: Respondents’ occupation by loan categes

Occupation Control clients  Short term clients  Ldegn clients Total
N % N % N % N %

Micro entreprenet 15 50 16 53.3 20 69 51 56.7
Volunteer with NGC 1 3.3 0 0 2 6.9 3 3.3
Teache 5 16.7 7 241 5 17.2 17 18.9
Farme 8 266 6 19.2 2 3.4 16 17.8
Hoteliel 0 0 1 3.4 1 3.4 2 2.2
Lab technicia 1 3.3 0 0 0 0 1 11
Total 30 30 30 90 100
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The main occupation of the 90 respondents of tifgact survey were spread as follows;57%
fully engaged in small microenterprises, 3% wermgwnity volunteers, 19% preprimary and
primary teachers, 18% were farmers , 2% hotel Haegrers and 1% was a lab technician. From

the results respondents majorly engaged in siradtvities across the loan levels.

Household demography was used to compare househatdcteristics. The study indicated that
most of the households have got several househefdb®rs as shown in table 4.7 below. This is
portrayed by a mean of 4.6 for the control cliebt$, for short term group and 5.7 for long term

clients in the study.

Table 4.7: Household characteristics by loan categes

Control Shortternm Long term

clients clients clients = df Sig
N=30 N=30 N=30
Mean number of household 4.6 5.5 5.7 2.365 2 .100
members staying in a household
Mean number of school age 2.5 2.7 2.8 9.656 12 .643
children
Mean number of economically 1.7 1.9 2 0.716 2 491
active household members
children who never attended 1.3 11 18 1.318 2 .289

school

The study also found that the mean for economiaadtve family members was 2.5 among the
control clients, 2.7 and 2.8 for short and longrtelients respectively. This implied a need for

more finances to cater for the needs of other Hmldemembers
The study can therefore indicate that most familiegroups under microfinance institutions

have got big families but very little number of aomically active families in the household an

indicator of how poverty creeps in a family duertoreased needs and decreased provision.
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It was also found that the average number of abwldyf school age children across the client’s
categories is 3 in majority of households. Actuaam stood at 2.5 for control clients, 2.7 for
short term clients and 2.8 for long term clienfBhe study also found that a mean of 1.3 for
control clients, 1.1 for short term clients and 108 long term clients in each household had
never attended school. It is a known that big femilwithout proper resources to support
children end up providing poor quality life for &dren.

4.4 Impact of MFI on children’s education

This section details the highest grade level agthioy children in client’'s households and
changes incurred in terms of education expenses

Table 4.8: Highest education grade level childrenybloan categories

Level of education Controlclients  Short term clientsLong term client Total

N % N % N % N %
none 6 20.7 1 3.4 1 3.4 8 9.1
primary 15 51.7 11 37.9 12 41.4 38 43.2
secondary 8 27.6 17 58.6 14 48.3 39 44.3
University 0 0 0 0 2 6.9 2 2.2
Total 29 29 29 88 100

Majority of the children in respondent’s homestehdd completed primary schools indicating a
need for more resources to proceed to the higherate of learning. The study found that the
short (59%) and long term clients (48%) had a higbercentage of the children who had
secondary schools compared to 28% control clidfits. short (3%) and long term clients (3%)
also had the least rates of children who had notegaany basic education compared to the
control clients (21%).

According to the study as indicated in table 4.%oWwe 93% of the short term respondents
recorded an increase in the money spent on eduacatitghe current year than the past year
compared to 90% of long term clients. Increaseduncation expense by control clients was 69%.
Long term clients were exceptional having greatigréased education expense at 22%. An
increase in education could indicate availabilityunds to be able to send children to school or

that the parents prioritized their children edumatverses other household expenses
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Table 4.9: Education expenses in comparison withsayear by loan categories

Educatior Control group clients  Short term client Long term clien Total
expenses N % N % N % N %
Decrease! 1 3.2 2 6.9 1 3.7 4 5.1
Increase 19 63.5 26 89.7 18 66.7 63 79.7
Increased great 1 3.8 1 34 6 22.2 8 10.1
No chang 2 6.7 0 0 2 7.4 4 5.1
Total 23 29 27 79 10C

4.5 Impact of MFI on household decision making
Household decision making looked at general chafg&luence of clients, role in major

household decision making and occurrence of lokate@ conflicts

Table 4.10: Change of influence in household deasi making by loan categories

Household decision Short term clients Long term @&nts total
N % N % N %
Less influence 5 16.7 2 6.7 7 11.7
No change 4 13.3 4 13.3 8 13.3
More Influence 21 70 24 80 45 75
Total 30 30 60 100

The study found that majority of the respondeniaaghinfluence after the secured the first loan
in the microfinance institution. According to theudy, 75% of the respondents indicated that
they gained more influence in decision-making ia flousehold, while 13% recorded no change
in decision-making while 12% felt that the decisiamking gained less influence. More
influence was recorded by long term clients at &hpared to short term tem clients at 70%.
According to the study, 75% of the respondentsciagid that they gained more influence in
decision-making in the household, while 13% recdnde change in decision-making while 12%
felt that the decision making gained less influerMere influence was recorded by long term

clients at 80% compared to short term tem clien®&)&o.
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Aside from principal decision making involvementrespondents in major household decisions was
sought in areas of empowerment through increaseéeitision making in areas ranging from
education, dowry, use of household savings, vamjumto new business and family planning as
shown in table 4.11 belowhe analysis found that the respondents were iegbla household

decisions at various levels depending on the isshaseeded decisions.

Table 4.11: Respondents involvement in major houseld decisions by loan categories

Education, health, dowry, control Short-term Long-term Total
assistance to relatives clients clients clients
N % N % N % N %
Not informec 1 3.2 0 0 0 0 1 1.1

Informed onh 2 6.7 2 6.7 1 3.2 5 5.€
Joint decisio makin¢ 15 50 23 76.7 16  53.c 54 6C

Final decisiol 12 40 5 16.7 13 43 30  33:c
Total 30 30 30 90
New business activity N % N % N % N %
Not informec 1 3.2 0 0 0 0 1 1.1
Informed only 2 6.7 2 6.7 0 0 4 4.4

Joint decision makir 15 50 22 73.2 17 56.7 54 6C
Final decisiol 12 40 6 20 13 43.Z 31 34.£
Total 30 30 30 a0

Use of household savings N % N % N % N %
Not informec 1 3.2 0 0 0 0 1 1.1
Informed onl» 3 10 2 6.7 1 3.2 6 6.7
Joint decision makir 15 50 22 73.2 15 50 52 57.¢
Final decicon 11 36.7 6 20 14 46.7 31 34.¢

Total 30 30 30 9C
Use of family planning methods N % N % N % N %
Not informec 1 3.4 0 0 0 0 1 11
Informed onlv 1 3.4 2 6.7 1 3.4 4 4.t
Joint decision makir 16 55.z 22 73.2 15 517 54 61.£
Final decisio 11  37.¢ 6 20 13 44t 29 33
Total 29 30 29 88

The decisions concerning education, health, dowdyassistance to the relatives, were shown by
77% of short term clients to be joint decisions,568atrol compared to only 53% of long term
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clients.43% of the long term clients indicated ttregy made the final decisions compared to
only 40% control clients and 17% short term ckeoh the same. It was noted that majority of

the clients fall between joint decision making dnel final decision making category.

Concerning new business activity, the study founakt t73% of the short term clients were
involved jointly in making business decisions apaged to only 57% of long term clients and
50% of control clients. However, 43% of the lorgn clients made the final decision regarding
a new business activity compared to 40% of therobmients and only 20%of short term

clients. In addition 7% for both control and shtatm clients are only informed about such a
decision. it is noted here that the long term ¢tgost like in the case of education, dowry and
assistance to relatives that they are more inflaenthereby their responses fall in either joint
decision making or final decision and not in thevéo categories of decision making of being

informed only or not informed at all.

On household saving the study found 73% short ®@ents, 50% for both long and the control
clients made joint decisions. 47% long term cBecdmpared to 37% of short term clients and
20% control clients made final decision on the osbousehold savings. 10% control, 7% short
term and 6% long term client were only informed w@hihe use of household savings. It can

therefore be established that most family savirgsitens were made jointly.

The trends family planning methods still followdtetsame pattern as the above household
issues across loan levels. The study can thersfyr¢hat most decisions in the family are shared
and made together although there is a high nunfddFbclients make decision alone especially
by the long term clients and the control categofile short term clients showed higher

percentages in joint decision making across thewamhousehold decisions.

Table 4.12: Loan related conflicts by loan categoeis

Loan related conflict Short term clients Loeg client total

N % N % N %
Yes 1 3.3 4 13.3 5 8.3
No 29 96.7 26 86.7 55 91.6.
Total 30 30 60
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Due to the various household decision choices tetted conflicts may arise. The analysis as
indicated in table 4.12how that there was minimal loan related confli€sly 8% of the
respondents reported such cases compared to 92%&ploated no loan related conflicts. 97% of
short term clients reported no loan related cotsflmompared to 87% long term clients. Only
13% long term clients and 3% short term clientoregal positive to loan related conflicts. Low
percentage in short term clients can be attribtagtie fact that majority of the short term clients
also reported joint decision making on loan takamgl use. Finance is one of the major causes of
conflicts in the households

4.6 Impact of MFI on quality of household housing
Aspects of housing considered in the study includedlity of house and house amenities

accessed by clients’ households

Figure 2: Clients housing before and after loan
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M Control clients 16.7 37.9 13.8
EShort term clients 13 40 16 30 30 40
Long term clients 233 233 533 533 20 26.7

The study found that 53% of the long term respotglearrently live in permanent houses as
compared to 46 % and 14% of short term and comliehts respectively. The study further
found that before loans only 27% of long term dielived in -permanent houses, while in the
past before getting the loans only 40% of shomntetients lived in permanent houses. This
indicates an increase of 27% by long term client$ @26 by short term clients. The study found
that it was more likely to find control clients iing in temporary housing than short and long
term clients. Only 14% of control clients livedarpermanent house. Permanent housing reflects

improved standards of living for household members.
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Jesco and peter (1997) assert that access to faasites such as electricity, water and gas is
seen as an important reflection of household welhdp Such basic facilities are inputs of
economic activities whether directly or indirectlyTable 4.13 below shows house
facilities/amenities accessed by respondents witieir households

The analysis sought to understand the relationsbtpreen loans and housing electricity. The
study found that 80% of the respondents had inelicahat they live in houses without
electricity. However, after loans this rate redubgd3% and 8% for short and long term clients
respectively.

Table 4.13: Housing facilities/ amenities before ahafter loans by loan categories

Facility/amenity Current situation Situation before loans
N %Yes %No N %Yes %Nc

Electricity

Control client 29 10.: 89.7

Short term clien 3C 36.7 63.2 3C 26.€ 75.¢

Long term client 3C 43.: 56.£ 3C 16.7 83.c
Total 89 30.2 69.7 60 20.2 79.7

Toilet N %Yes %No N %Yes %Nc

Control client 29 72.2 27.€

Short term clien 30 86.7 13.2 29 72.4 27.€

Long term client 3C 8C 20 3C 56.7 43.:
Total 89 79.¢ 20.2 59 64.2 35.€

Piped water N %Yes %No N %Yes %Nc

Control client 2¢ 10.: 89.7

Short term clien 3C 16.7 83.c 29 3.4 96.¢

Long term client 3C 43.: 56.7 3C 20 8C

total 8¢ 23.€ 76.4 56 11.€ 88.1

On changes in toilets facilities the study foundttbhefore loan the short term clients had the
exact percentage of toilets as the control cliahf&2%. After taking loans the short term client’s
rate on toilets increased to 87%. Long term clierdged a greater increase from 57% to 80%.

This implies that microfinance loans on househadldsot only assist in poverty alleviation but
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improvement of life and social amenities of pedplag in the households. The challenge and

threat related to lack of toilet is a very pradticaslum areas in Kenya and rural areas.

The study also found that 17% of houses now havevgter (piped water) after getting loans
whereas only 3% had piped water prior to loansheyrespondents. The increase in access to
piped water is even higher in long term clients rghehange reported was from 20% to 43%.
This indicates that loans by the microfinance’siinsons have helped enhance access to piped
water in the houses by 15% and 23% for short and term clients respectively. People, often
women, have to walk long distances in order tolhredae next water hole or are forced to drink
dirty or contaminated water. Droughts, climate d®ror political instability can make the

situation even worse.

4.7 Impact of MFI on household healthcare
In this study three areas were looked at undertihedhey included change of diet in the
household, health facility attended and cookingd fised.

Table 4.14: Changes in household diet before andtaf loans by loan categories

Changes in Diet  Control clients  Short term clients  Long term client Total
N % N % N % N %
Worsenec 0 0 2 6.7 2 6.7 4 4.4
Stayed the Sar 22 73.% 10 33.2 13 43.2 45 50
Improvec 7 23.2 18 60 15 5C 40 44.¢
Total 30 3C 3C 9C 10C

The study found that 60% of the short and 50% kemngn clients’ improved household diet after
acquisition of loans compared to only 23% contfignts. 43% long term and 33% of short term
clients indicated that diet stayed the same. Tlangh in diet to the better could have resulted
from success of the business that was used td itjedoan money, constant or no change could
have meant that the business in which loan moneyimjacted did not affect the household so

much to bring any change. Worsened diet could résuh poor loan performance.
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Table 4.15: Changes in health facility before andfter loan by loan categories

Current health facility health facility before loans
Clients category Public facility  Private facility Public facility Private facility
N % N % N % N %
Control clients(N=30) 26 86.7 4 13.3
Short term clients(N=30) 16 53.3 14 46.7 24 80 6 20
Long term clients(N=30) 13 43.3 17 56.7 26 86.7 43.31
total 55 61.1 35 389 50 83.3 10 16.7

The study found that before respondents got loahs4% and 6% of long and short term clients
attended private facilities After the respondemiguared the loan, the study found that there was
a change of trend where by those getting healthitfes rose to 57% for long term clients
compared to 47% short term clients The indicatarblehat the consumer interest change with
change in income.

Table 4.16: Changes in cooking fuel before and aftéoans by loan categories

Clients category Current situation Situation before loan:
% % % % % %
N wood Charcoal kerosen N  Wood Charcoal kerosene
Control client 30 93 6.7 0
Short term clients 3 80 20 0 30 86.2 13.¢ 0
Long term clients 3 76.7 23.2 0 30 83.2 13.c 3.c
Total 9C 83.2 16.7 0 60 85 13.2 1.7

The study tried to understand if there are any gbaiin the type of fuel used by the respondents,
before and after the acquisition of loans. Chamgmffirewood to charcoal to kerosene to gas
indicates upward movement of lifestyle. The stuolyrid that currently 83% of respondents use
firewood while 17% use charcoal. Before the lod@8% of the short term respondents used
firewood as sources of fuel as opposed to 83% g l®rm clients but after loans, this has

reduced to 80% and 77% respectively. The analysthdr found that 3% of the respondents
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used kerosene before the loans, and after gettsgpains, there was no one who used Kerosene
as source of fuel among the respondents. Thisnisgative change. A study by Odell, (2011)
found that, Millions of people in many parts of KenEast Africa face domestic energy
shortages and wood is becoming harder and hardiindo Modern energy supplies are non-
existent or unaffordable. In many villages womaailncountless kilometers each day to find the
household supply of wood; and in towns familiesrgpep to a third of their income on wood or
charcoal. Upgrade of cooking fuel ensures useedrgr source of fuel hence better health and
more time for women to engage in more productivenemic activities and quality time with

families instead of spending considerable hourseckagy for firewood.

4.8 Impact of MFI on household income
The study analyzed the sources on household inemahéncome changes experienced as a result

of participation in microfinance programs..

Table 4.17: Sources of household income by loan egories

Income Source Control ~ Short Term client Long Term Client Total

N % N % N % N %
My enterpris: 10 333 7 23.3 14 46.7 31 34.4
Household enterpri: 2 6.7 2 6.7 4 13.3 8 8.9
HHLD membe Employmen 18 60 21 70 11 36.7 50 55.6
Respoident employmel 0 0 0 0 1 3.3 1 1.2
Total 30 30 30 90

The analysis found that majority of the househattbme comes from employment of household
members. The study found that 60% control clients' 8% long term clients indicated that their
sources of income were from a household memberamant compared to only 37% long term
clients. 47% long term clients indicated that thpgrsonal enterprises was the main source of the

household income followed by control clients at 3886 then short term clients at 23%.
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Table 4.18: Changes in household income in the laghe year by loan categories

Income Short term clients  Long term client total

N % N % N %
Decreased 16 53.3 17 56.7 33 55
Increased 11 36.7 12 40 23 38.3
No change 3 10 1 4 6.7
Total 30 30 60 100

According to the majority of the respondents hoos&income decreased both for the short and
long term clients in the period of last one yeab3% and 57% respectively. Only 36% of short
term clients had incomes increase compared to 408 kerm clients. Loan repayments

decreases income unless business profit are adeguoatigh to contribute both to repayment and
household. Other members of the household do alstribute to loan repayments as indicated
in loan repayment strategies in this study. This camulatively lead to decrease in household
income depending on what factors are changing enhibusehold level and in the economical

conditions of the households.

4.9 Impact of MFI on accumulation of household asse

The asset base of clients is relevant. The inigaburce base of a client affects the extent of a
projects impact. The impact of financial services dients who begin with more resources
(financial, physical, or social) tends to be gredtan on clients who start from a very low
resource base. The study considered savings amdhimsehold assets. Respondents were asked
whether they owned any of the basic household tunaiincluding bed and mattress, wardrobe,
sofa sets and sewing machine. No significant difiee were found between control clients and
short term clients or between short term clientslang term clients

Table 4.19: Personal cash savings for emergenciesdanvestments by loan categories

Savings Control Short Term clients  Long Term Clent Total

N % N % N % N %
Yes 20 66.7 17 56.7 20 66.7 57 63.3
No 10 33.3 13 43.3 10 33.3 33 36.7
Total 30 30 30 90 100
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In addition the analysis shown on table 4.19 abiodécate from that majority (63%) of the
respondents kept some personal cash savings forgenwes and for major purchase or
investment. Only 57% short term clients reportedrgcash savings compared to 67% Control
and long term clients. This situation can be ex@diby the fact that short term clients are yet to
get a grip and the ways of loan and savings heniseeixpected that their savings would more
likely to decrease until they stabilize their besises. However difference across loan levels in

personal saving was not significant

Table 4.20: Changes in savings from previous one by loan categories

Changes in savings Short term clients  Long terantli Total

N % N % N %
Decreased 13 43.3 6 16.7 189 30
Increased 16 53.3 23 76.7 39 65
No change 1 3.3 0 0 1 1.7
Total 30 29 59 100

The analysis found that majority of respondentedan increase in their savings.76% of long
term clients had their savings increase while &@3%0 of short term clients reported an increase.
Long term clients were likely to report an increéisan the short term clients. The study further
found from 43% short term clients and 17% long tefients had saving decrease respectively.
This confirms that with increased microfinance itogion engagement clients marked an
increase in the savings. Mandatory savings thaintdi are obligated to every time they met
ensures savings growth while a decrease in sasmngsesponse to inflation and paying of other

household expenses e.g. school fees.

The study found that 100% of the respondents ctiyremvned a bed and mattress. The study
indicates that only 47 and 60% of short and longtelients’ respondents had their beddings
before loan. However after acquiring loans thesegrgages increased by 53 and 40% for short

and long term clients respectively to reach 100%.
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Table 4.21: Changes in household assets before aafter loans by loan categories

Household assets Current situation Situation beforans
Bed and mattress N %Yes N %Yes
Control client: 3C 10C
Shott term client 3C 10C 3C 56.7
Long term client 30 10C 30 60
Total 9C 10C 6C 58.2
Wardrobe N %Yes N %Yes
Control client 3C 66.7
Short term clien 30 83.c 3C 46.7
Long term client 30 83.2 30 60
Total 9C 77.¢ 6C 53.2
Sofa set N %Yes N %Yes
Cantrol clients 3C 5C
Short term clien 30 76.€ 3C 40
Long term client 30 63.2 30 53.2
Total 9C 63.< 6C 46.2
Sewing machine N %Yes N %Yes
Control client: 3C 26.7
Short term clien 3C 26.7 3C 16.7
Long term client 3C 16.7 3C 13.2
Total 9C 23.% 6C

The study also indicated that 47% and 60% of tleetdbrm and long term respondents did not
have wardrobes. However after loan, it was inditateat 83% of both currently possess

wardrobe as opposed to 67% of the control clients.

In addition clients also recorded sofa set befard after acquisition of loan. The findings
indicated the short term clients and long termntiereported 53% and 40% to owning sofas
prior to loans. After loans acquired sofa setseantly stand at 77% and 63% respectively and
higher than Control clients (50%). It is noted hirat both had an increase of about 23%.
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The study also indicated that 47% and 60% of tleetdbrm and long term respondents did not
have wardrobes. However after loan, it was indotateat 83% of both currently possess

wardrobe as opposed to 67% of the control clients.

The findings implied improvement on assets acdarsion the respondents which implies that
loan and income affect the asset acquisition oshbalds. This implies that acquisition of loans
can enhance the need for individuals to acquir¢éebetssets both for the house and in the
business. Changes indicate that the income atiectustomer lifestyle, growth of the asset base
and even lifestyle change in terms of assets. Adiipms of such assets can only be possible by
small households through loans or contributiondowever these assets are also at times sold to
repay loans in case of loan repayment difficulassvas indicated by some respondents in their
loan repayment strategies

4.10 Other clients experiences with loan programs
Experiences with loan program determined resposdputpose of taking microfinance loans,

how loans were utilized, loan repayment dificuléesl cause and strategies used to repay loans.

Table 4.20: Loan purpose and utilization by loan ciaegories

Loan purpose short term clients long term clients
N % N %
business loans 27 87 26 78
non business loans 4 13 7 21
total 31 33

The Table 4.18 above shows that out of the loarsrded by clients 87% for short term clients
and 78% for long term clients were business loMfwst Loans issued by MFIs were therefore
meant for business. Only 13% and 21% for the stewrh and long term clients respectively
were non business loans specifically for house avwgment and school fees. Almost all clients
visited admitted to have used some of the loandundake care of other family and household
needs including paying creditors, buying food, pgyfor school fees, medical care, and house
repairs among others as shown in figure 4.3 belo®ince MFI priorities is in business
investment to enable repayment of loans, clienkte taans in pretence of business however
loans go into settling other pressing needs ohtheseholds.
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Figure 3: Use of loans for non business purposes
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This assists in improvement to social well beingnouseholds however diverting business funds
to non business ventures hopeful that they wilabke to repay can also be a start of many loan
repayment problems that pushes the household funl@ hardships because a business not
invested in will most likely not produce enough figréo pay the loans. This is reflected in

payments to creditors rating highest in loan utiian

Table 4. 23: Difficulties in loan repayment by loarcategories

repayment difficulties  Short term clients  Longteclient total

N % N % N %
Yes 11 37.9 16 53.3 27 45.8
No 18 62.1 14 46.7 32 54.2
Total 29 30 59 100

Chi square = 1.409 significance = 0.299

The study sought answers to clients’ experiencéls wvan programs by inquiring if clients have
had any difficulties in repaying their loan. Alsotad was what caused repayment difficulties
and strategies that clients employed to ensure tange. As indicated in the table 4.23 below
only 38% of short term clients reported having thae loan repayment compared to 53% long
term clients. This agree with a study by (O’'Fly2010) that loans always pose difficulties in

repayment due to poor planning of most of the kessnpersons and individuals who take up
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loans. The study indicated that 45% of the peoph® wake up loans have reported facing
challenges in repayment but finally make it afterics follow-up by the microfinance

institutions.

Most of the respondents as shown in figure 4 betported that the major reason as to why they
faced difficulties in loan repayment was becausy tised loan money to buy household items

and foods stuff with the long term clients recogd&8% and short term clients recording 46%.

Figure 4. Causes of the loan payment difficulties
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Another factor was that clients sold on credit aod paid in time to facilitate loan repayment
with short term clients recording 36% and long tedlients recording 19%. 19% of long term
clients and 9% long and short term clients furindicated that they faced difficulties after their
relatives got sick meaning they either had to suppeem with finances to seek medical
attention or they were the once financing the Iegprayments. However, the smallest number of
respondents indicated that loan activity was nofitable. This was mainly among short term

clients who can be said were still not groundedexmkrienced in the ways of their business.

Judging from the highest number of respondentsantbe confirmed that using loan money for
the purposes that are intended to be is a lethaditgoor venture with loan money. The study
found that using loan money on household item ie of the risky affairs to venture with
finances. This is because such household itemsodnerofit making and they shall be no money
generated to repay back the money hence criszaim tepayment. This agrees with a study by
Odell (2011) that nonprofit making loans are masky and the most highly charged because

they are not beneficial to the owner in terms péficial return and cannot be depended to grow
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the money reserve in the household. Factors thatibate to repayment problems could also
arise from inflexible program products where clgergsort to using the enterprise as a source of
obtaining loan only to divert the loans to theirshpressing household needs like medical and

school fees or even household repairs.

Figure 5: Strategies of loan repayments
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To ensure repayments are made on time the cligiie warious strategies to repay their loans
as shown on figure 4.5 above. The study found M@k clients borrowed from families and
friends that reflected the highest response ra®2&@ for long term clients and 24% for short
term clients. Assistance from group members rag¢edred at 25% for short term clients and 22%
for long term clients respectively. Usually in thleort run, families and households can get the
finances to settle their debts and pay for theialsxand some basics needs, deriving the finances
from the friends and other sources. Clients a¢sont to sell personal property when the going
gets tougher or even risk seizer and auction opgnty by MFI to settle cases of loan default.
However, in the long run households need to preplaeenselves for a better arrangement
especially to avoid falling in debt traps.

4.11 Summary of clients exit survey

Data on exit clients is significant in understamdinhy they dropped out in order to further
develop more suitable MFI products. The analysithefexit clients’ survey found out the exit
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between 1-7 loans. 90% had taken 1-4 loans and H&ddake above five loans. The pattern
exhibited here was that majority of the clients MfIs within their initial loans cycles.

Figure 6: Number of loans taken by exit clients

above5 loans
10%

79% of respondents believed that the loans wengfulel3% and 37% of respondents reported
that loans was within capacity and loan insuffitibat simple repayment process respectively.
Only 37 % reported that loan was difficult to p&@% reported to have had a good experience
with MFI. The fact that 67% said they would recalesirejoining the program while 83% would
encourage a friend or relative to join an MFI peogris valuable impact information that can be
used to consider further recruitments into thessggams. Clients were leaving largely for
problems related to the program requirements (4486) business related reasons (30kb).
order of priority as depicted by figure 4.6 beldwe program policies and requirements hindering
client’s sustainability in programs included higtterest rates, frequency/length of meetings and
transaction cost. Consequently 80% of the respdedeported that it was their own decision to
leave meaning that strategies to curb exit showdthiy focus on the clients themselves. What
the clients liked best was that MFI programs offeaesteady source of capital(32%), efficiency

(17%) compared to other sources of finance, teethagsistance and group solidarity.

Clients seem to appreciate what MFIs offered. H@awdhe modalities need strengthening to
cater for the needs of the clients. The trend dEexhibited by this data points to issues in MFI
management that need to be addressed to ensuctveifiess of programs and continued stay of
clients. Rani, Jalbani and Laghari (2012) expldiattit is rigidity of the MFI products that

causes clients to exit, that products offered vimetevery conducive to the business and personal
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needs of clients. As a result clients are forcedhémipulate products to suit their needs which

later prove very strenuous financially to clients.

4.12 Hypothesis testing of relationship between miafinance loans and impact indicators
To establish the impact of microfinance loans dantt households a regression analysis was

conducted. Household impact was taken as the depefy) while microfinance loans influence
on household savings, education level of childastision making, income, housing, diet and
health care facility were the predictors (X) asidegal in the regression equation below:

y=a +B1 X1 +BXo+B3X3+BaXs+PBsXs+PeXe+.....pnXnte

Table 4.24: Regression model summary

Model R R Square Adjusted R  Std. Error of
Square the Estimate
1 347 116 .010 2.876

From the model r square value is 34% which meaatttie 6 predictor variables explain upto
34% of the variance of household impact of MFI hegre66% is explained by factors outside

the variables.

Table 4.25 Significance of the regression equation

Model Sum of df Mean F Sig.
Squares Square
Regression 54.274 6 9.0461.09¢ .37¢
1 Residual 413.446 50 8.269
Total 467.719 56

The t statistic at 0 .05 significant level was at A.094 and p value = 0.38 as shown in the
regression output table 4.25 above whiokans that the variation explained in the modebis
significant and due to chance and that the modgéthre is not reliable to be used to predict the
impact of MFI at household levelhus we reject the alternative hypotheses and atoemull
hypotheses and conclude that there is no impaanicfofinance loans on the social and
economic welfare of clients’ households i.e. thereowever positive relationships between MFI
loans and most of the independent household vasadd shown in table 4.26 beld&tween
microfinance loans and education level of childraefiuence in decision making, housing and

assets while negative with income and health care.
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Table 4.26: Relationships between household impaand predictors

Model Unstandardize: Standardizer t Sig.
Coefficients -
Coefficients
B Std. Erro Beta
(Constant) -1.060 3.279 -.323 .748
Education level .985 .554 247 1.779 .081
Decision
. .823 .642 .180 1.284 .205
1 making
Housing 372 512 .099 .728 470
Healthcare -.923 .893 -.161 -1.034 .306
Income -.082 .486 -.023 -.169 .866
Assets 714 .738 149 .968 .338

a. Dependent Variable: household impact

According to the results above the regression éguatould be presented as follows:
y=-1.060 + 0.99 X + 0.82X, + 0.37 X3—0.92 X;-0.82 X5+ 0.71+ ¢

A constant of — 1.060 was obtained from the equatizking all factors at zero constant. The
regression equation indicate that taking all theeependent variables at zero a unit increase in
education level of children would lead to a 0.98r@ase impact, a unit increase in decision
making will lead to a 0.82 increase in impact, rit increase in housing will lead to a 0.37
increase in impact, a unit increase in health edlelead to a 0.92 decrease in impact, a unit
increase in household income will lead to a 0.8&ekese in impact, a unit increase in asses will

lead to a 0.71 increase impact.
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CHAPTER FIVE
SUMMARY OF FINDINGS, DISCUSSIONS, CONCLUSION RECOMM ENDATIONS
5.1 Introduction
This chapter presents summary of the findings efstkdy on household level impact assessment
of microfinance institutions for beneficiaries ofcammunity based pre- school program in
Kwale County. The chapter also draws conclusionsthen research objectives and makes

recommendations as well highlighting further arefiesearch

5.2 Summary of findings

The study sought to investigate the impact of nficemce loans to clients at household level as
a result of their participation in the program. Tihgpact sought was at two level; social and
economic. The social impact indicators included cation level attained by children in
household, decision making, quality of housing &edlthcare while the economic indicators

included income levels and accumulation of assets.

On social impact the study found out that childoéshort term clients attained higher levels of
education (59%) than the long term clients (48%3 aontrol clients (28%) which also
corresponded with the expenses in education. Orrgkedecision making both short term and
long term clients recorded increased levels ofigrice at 70% and 80% respectively.17% short
term clients recorded a decrease in their levéhfidence in the household. on major household
decisions about 50% long term clients made thd fie&isions.53% of long term clients and
46% of short term clients lived in permanent hogstompared to 13% of control clients. This

trend was also echoed in housing access to hoasnegities- electricity, toilet and piped water

The study findings on economic impact showed thatentong term clients (47%)depended on
their own enterprises as a source of householdneammpared to short term (23%) and control
clients(33%) however decreases in household inceaseabove 50% for both the long term and
short term clients. On the other hand accumulatibrsavings was uneven across the loan
categories. On general asset accumulation findirege uneven between the short and long term

clients but still better that accumulation by cohtlients.
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Clients seem to appreciate what MFIs offered. Haxdhe modalities need strengthening to
cater for the needs of the clients. The trend dSexxhibited by this data points to issues in MFI
management that need to be addressed to ensucveifiess of programs and continued stay of
clients. Rani, Jalbani and Laghari (2012) explduattit is rigidity of the MFI products that
causes clients to exit, that products offered vimetevery conducive to the business and personal
needs of clients. As a result clients are forcedhémipulate products to suit their needs which

later prove very strenuous financially to clients.

5.3 Discussion of findings

Clients and household characteristics were foundetsimilar. Control clients, short and long

term clients exhibited similar education levelscuggations, number of household members
among others, sufficient similarities to enable ¢benparison of the control and treatment group
to enable attribution of changes realized to thd Mtervention. Positive trends were noted in
short and long term clients and an improvementocfas economic well being compared to the
control clients. The longer the clients particgghtin the MFI program the more likely the

positive impact to client’s households.

5.3.1 Impact of MFI on children education levels

Favourable impact of MFI on clients social welldgeiwas found in children of long term clients
who attained higher levels of education than shod control clients. This was also reflected in
high increase of household expenses on educatiam@mshort term and long term clients. A
study by Odell, (2011) found that every parent $thairive to have their children in higher
grades. This is because higher education improwemdividual's quality of life. The study
shows that, compared to high school graduatessgmlgraduates have longer life spans, better
access to health care, better dietary and heaittipes, greater economic stability and security,
more prestigious employment and greater job satisfa less dependency on government
assistance, greater knowledge of government, greatamunity service and leadership, more
volunteer work, more self-confidence, and less icranactivity and incarceration

People who live in poverty around the world vieweation as one key element to break their

poverty cycle. Studies show that new income frontragnterprises is first and foremost

invested in children education. Studies show thdtlieen of microfinance clients are more likely
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to go to school and stay in school longer as adtresthe funds. Student drop-out rates are were
found to be much lower in microfinance-client hdusld and to support this venture many
microfinance programs are developing new credit sadngs products specifically tailoring
products to cater for school fees and other ex6§2AP, 2010).

5.3.2 Impact of MFI on household decision making

Influence at the household level was found to iaseethe longer the client stayed in the
microfinance program. It can be confirmed that akailability of finances as much as its loan
money increases the power of decision making tmdividual in the household. While a study

by Vermeulen (2002) indicated that the traditiomapclassical model of household behavior
known as the unitary model has assumed that holds=hehave as if they were a single entity
with a common utility function and income poolingpaoach of collective models of household
decision makinghas allowed for different preferenoé household members. Chiappori (1998)
indicated that decisions and outcomes in a houdeboth as child health, nutrition, and

expenditures for different goods and services degpsimongly on whether its income is

controlled by the husband or the wife.

As much as influence was good the longer term digeemed to greatly make the final
decisions on major household decision includingtenatof education, health, dowry, assistance
to relatives, use of household savings and fanéypmng while the short term clients seemed to
make decisions jointly with spouses which is theren@eal when it came to building of
domestic and household harmony.

5.3.3 Impact of MFI on household housing

The results of the study revealed that the longerctients participated in the program seemed to
increase the likelihood of improvements in the gualf housing. A great change was reported
in use of piped water and transformation of tempota living in permanent housing. More long
term clients (53%) lived in permanent houses coeghén short term clients (43%) and control
clients (27%). Jesco and peter (1997) assertabegss to basic facilities such as electricity,
water and gas is seen as an important reflectitroo$ehold well being According to Karlan and

Zinman (2011) it is estimated that 40% of the warjgbpulation does not have access to a toilet
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or basic sanitation. Lack of basic sanitation causmtamination of water sources, which leads
to water borne diseases. Children under the adgeefire the most vulnerable to poor hygiene
and inadequate sanitation, two of the major caosearrhoea. According to the UN, every 15

seconds a child dies due to lack of clean water.

5.3.4 Impact of MFI on household healthcare

More long term than short term clients sought Inealte with private facilities where fee
charged was higher than in public facilities, adi¢ation of increased income that assist with
payment of chargeseeking health care in private as opposed to pédatitty reflect improved
access to quality of medical attention to household therefore better health to enable enhanced
productivity. Other positive effects were reflectadhe use of improved cooking fuel, accessing
electricity and toilet facilities among the shanddong term clients who also exhibited improved
diet status than the control clients. On houseltié&d both the long and short term clients
exhibited improvements compared to the clients wdpmrted their diet to have remained the
same. However the short and long term clients \ageen the one who also reported worsened
diet (7%) Prolonged program participation did notever guarantee a sustained improved diet.
Littlefield et al., (2003) explains that problem lioan repayment can hamper the person or
household in more discos. Challenges coming up faan repayment can be a real problem to
the household and witnessed through problems id,focbhange of diet and even lack of any

development in the family.

These study findings agree with a study commissidneUSAID-AIMS that reported clients in
the FOCCAS program in Uganda. 95% of clients endagesome improved health and nutrition
practices for their children compared to 72% of -acbents due health awareness outreaches
including breastfeeding, preventive health, andilfaplanning, had much better health-care
practices than non-clients while another study RAB found that severe malnutrition declined

as the length of membership increased.

5.3.5 Impact of MFI on household income
It was clear from the findings that respondents &ativersified source of income. Household

enterprises contribute the least, an indicationwafely known challenges of family owned
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enterprises where family members rarely showed tmmmitment towards communal entities
as compared to individual ones. Control and saerifby individual entrepreneurs ensures
business success and thereby increased incomeeltddsnember employment still played a
critical role in provisions and maintenance of tamily. However enterprises that are key in
microfinance supplemented household income theeelsyring more needs could be financially

met hence more improved standards and quality aédimold lives.

This finding agrees with finding by Copestake (20@®en the income of the consumer rises
with the prices held constant, the optimal bundilesen by the consumer changes as the feasible
set available to their changes. The income—condamgurve is the set of optimal points of
intersection of the points of tangency of the s#tdudget constraint lines and indifference
curves as income varies, with prices held consfidrg.income effect is a phenomenon observed
through changes in purchasing power. It revealshiamge in quantity demanded brought by a
change in real income (utility).Also in agreementidetailed impact assessment study of BRAC
in Bangladesh that members who stayed in the pmodgoa more than four years increased

household expenses by 28 percent and assets Ipetdent.

5.3.6 Impact of MFI on accumulation of household a®ts

On economic impact basic accumulation of asseta assult of credit was revealed in the
findings. The short term clients were found to berenin possession of basic household assets
than the long term and control clients. Howevewds noted that clients did dispose of some
assets to enable them repay their loans in cad#ficlilties resulting to the inability of clients
sustain the positive outcomes as result of cr&lients were also found to hold some personal
cash savings for emergencies and big investmepiggththis was uneven across the sample
categories. Having savings is an important keywéodevelopment of a household. Savings assist
whenever households are faced with problems or ggneres thus reduce their vulnerabilities.
The findings agree with a study by Partidario (200t an emergency fund set aside covers
unexpected expenses such as unexpected emergeacydden job loss. He indicates that there
are three major significance of savings; transaefio precautionary and speculative or
investment motive - where by people need to maketakalay transactions (buy food, Clothes.)

and for precautionary purposes as well and finplpple might wish to keep some cash to
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switch between various investments. Another analghousehold level data demonstrated that
access to financial services enabled BRAC clientBangladesh helped to reduce client’s

vulnerability through smoothing consumption andding of assets.

However it was found that long term clients recdrdecreased amount of savings compared to
control and short term clients. Difficulties on ftoeepayments were recorded in both short and
long term where the long term clients reported nubficulties than the short term clients with
causes of loan repayment ranging from using loamdéaisehold food or purchase of household
items and selling business products on credit. Assalt clients resorted to borrowing money
from friends and family at no cost selling of perabproperty and even having to be assisted by
group members. This situation strains not onlyhlibasehold but community social relations as
well. In addition gains made in accumulation ofedssnade may erode when clients are left with
no option but to sell household items and otheperty to settle loans. This could have been
probably the case of sewing machines which decdessaumber after loans by the long term
clients. Other negative effects were revealed eafdoans to pay creditors , a vicious cycle that
creeps in the lives of clients living their lifeypag creditors after creditors aggregated further b

inability of clients to access their savings.

5.4 Conclusion

This study found that the provision of microcretds had a range of positive impacts on
households of the preschool community project memidany borrowers reported a greater
sense of satisfaction as a result of being moren@oaally active and enhanced sense of
responsibility for improving their households’ s#iands of living. Poor people are very
vulnerable and move from one crisis to another.eAsdo microfinance enables them to manage
risk better and take advantage of opportunitierdiredit leads to an increase in household
savings and can be used for housing improvemerdseapansion, purchase of assets and
consumer durables. Clients can also use loans ke mna@portant investments in human assets
such as health and education. The study suppohtedo¢rception that membership in MFI
resulted to changes across the loan levels. Thgtlerm clients generally revealed impact at a
higher level than the short term while the shorimtelients revealed better welfare than the

control clients. It can be concluded that impact ba achieved in long term participation in MFI
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and a loan well managed can lead to the developwfehbuseholds and vice versa therefore
there is need to ensure proper loan, finance asthéss management strategies for clients. This
echoes Karlan, Dean, Goldberg and Copestake (200B8)indicated that loan is a three way

traffic method of wealth accumulation. Either ycet @ loan and sink, get a loan and prosper or

get a loan and get in the vicious cycle of debt paygment, a lifestyle of no development.

5.5 Recommendations

In reference to the evidence gathered that MFIdaerproves household welfare the preschool
program can confidently continue mobilizing andking their members to MFI programs to
ensure increased access to the facility as pats dbmmunity development program to lift the
standards of living of the households. Furthernags training and technical support should be
offered before entry to MFIs and during the init@dn cycles to enable effective loan utilization
and management to avoid clients fall outdicrofinance clients never access their saving
deposits during their stay in programs. Accessperaentage of these savings just like in formal
banks though unfriendly to the MFIs may just be #wdution to further assist clients in
effectively managing their funds and loans thereducing financial vulnerability. Since the
preschool program has access to potential MFI camties a partnership can be established to
tailor make products suited for the group especialiterms of strengthened technical support to
ensure these communities make informed choices gaid appropriate skills in financial

management to ensure maximum benefits from thaaeadial services.

5.6 Suggestions for further research

This research was conducted in Kwale County alohdstvthe preschool program exists in
another two counties. It will be imperative to canta similar study in the other counties to
compare the results, identify similarities and diféerences to enable a further the understanding
of the impact of microfinance to the project popioia Other areas may include revolving funds
commonly known as merry go rounds where aside fpanticipating on activities of MFlI some
members have their own private revolving funds.sTapproach stretches their finances but is a
compensation to encourage the use of funds as egpgosaving higher but unavailable savings
with the MFI.
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APPENDICES

Appendix 1: Impact Assessment survey instrument

Personal details of respondent

1. Date joined microfinance program (month/yr) ................ Total months in program: -+
1 1
2c.Marital status ~ [2d. Education | 2e.Other training
level
2a.Sex 1.None
2b.Age L .Married/free unio [1. none 2. Vocatione
1.Female (YOB) R.Separated/divorced?. Primary 3.Professional trainir 2f.Occugation
2. Male 3. Widowed 3. Secondary 4. Literacy classt
4 Single/neve 4. A level 5. Other
married 5. University  |specify.........
09 = Don't know|99. Don't knov

Generation of client:

3 How many loans have you so far received? i§pegmber b

(Zeroloans=control  1-4 loans= shortterm clients 5 loans and above= long term clients)
Household Basic Information
4. How many household members stay with you? (Hualdemembers=those who live together and

share the same food at least once in a day). fgpronber Lo
5. How many persons in your household are working—whbék earns income? o

Number economically active
EDUCATION Lo
6a. How many are of school going age (4-17)? Spexifber

6b. What is the highest grade level that any of yhildren has completed? [
1=None 2=Primary 3=Secondary 4kevel 5= University 99= Don't know

6¢. How many of these children have never atteisgadol? Specify number o

7. How do you compare amount spent by your houdatleducation this year to last year

1 =decreased greatly 2 = Decidas&= Increased 4 = increased greatly r
5=No change 98= nqtleyable 99= don’t know L

65



Decision making

9. How much say do you have in the following Majousehold spending decisions

a. Education, health, dowry, assistance to relatives

b. New business activity

c. Use of household savings

d. Use of family planning methods

1=Not informed 2=Informedly 3=Joint decision making
4= Final decision 5=Not hggble

10. Clients only). Has there been any change of influence on houdelediisions since you received the
first loan

1= Less influence 2= No change 3= Mafuéence

ANy Other COMMENTS ... .. e e e e e e e e e e e eae s

11. (Clientsonly). Have there been any conflict between you and gpause due to loan related matters
1=Yes 2=No i

Please EXPlaIN. ...t e L1
Household income

12. What are the major sources of your househalonire?

1= my enterprise 2= householdmmiee 3=household member employment
3= respondent employment 4=other. $peCi......c.cooviiiiiiiiii .

13. Clients only). Over the last 12 months, has your household incofhe
1 = decreased greatly 2 = De@@as 3=Increased 4 =increased greatly
5=No change 99= dd&mow

Access to saving and credit
14. Do you currently have any personal cash savtmgsyou keep in case of emergen(‘mQ or

because you plan to make a major purchase or imeas? L_J
1=Yes 2=No 99 = Don’t know
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15. Clients only). During the last 12 months, hgsur savings ..... ?

1 = decreased greatly

2 = Desrda

3= Increased

4 = increased g' ) -1tl

5=No change 99= don’t know
Use of loans
16. Clients only). From loans received please indicate how you utllire® money for the different use
categories
Clients category i)Loan Did you use any portion of this loan for the foliog...%
purpose | iii)business iv)Non business
1=Buy fooc Housing improvements and
1=busine 2=Buy clothes or additions
s [l=enterpris 3=household iten
4=Give or loan the money " | 11=repair Roof , floor,
2=Non R=initiating your spouse or someone walls,
business | another else 12=House expansion-
enterprise6=Keep money on hand rooms , fence, shade
(Multiple case of an emergency 13= Water and sanitation
answer | (Multiple [7= Keep money on hanto improvements-
possible) | answer repay the loan drainage, latrine etc
possible) 8= educatio 14. Lighting and electricity
9=medics
10 = creditor (Multiple answer s possible)
(Multiple answers possible)
16a. loan-4
16b. Loan 5 and abo

Household housing

i) currently

i) (clientsonly)
Before loans

17a. What type of house do you live
1= Temporary

2 = semi-penarat

3 = permanent

17b. Does/ did it have the following

electricity ( 1=yes 2=Nu

toilet ( 1=yes

2=N

piped water ( 1=yes

2=N

17c. What is/What was the main fuel you used for augt
1 =Wood 2 = Charcoal3 = Gas 4 = Electricity 5 rd&ene

Household assets

18. Do you currently own some households assets?

1. Yes
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2. No




Household assets Does anyone Which one was
in the household acquired after
own this item? loans

18a. Sewing machir

19b. furniture
1= bed with mattress
2= wardrobe
3= sofa set

Diet and Coping with Difficult Times
20. During the last 12 months, has your househaligschanged? i
1 = Worsened 2 = Stayed the same 3 =Improved. 99 = Don’t know- -

21. Access to health

Places of health servic 2la.currently | 21b. €lientsonly)
Before loans

1= Dispensary/health centre 2= private olact
3= Other. Specify........cun....

Loan repayments

22a. €lientsonly) Have you ever faced any difficulty repaying yooarn to the program ?:' ":
1=Yes 2=No 99 = Don’t know ---

22b. ¢lientsonly) (If yes)What caused your repayment problems?
1 = Loan activity was not profitable -
2 = or others in my family had been sick
3 = Used some of the loan money for food or otteens for the household
4 = Sold on credit and did not get paid back iretim
5 = Other. SPECITY. ...
99 = Don’t know

22c. clientsonly) what did you do to get through this situat{amultiple answers possible)
1 = Borrowed money from family/friend at no cost
2 = Borrowed money from another MFI
3 = Sold personal property
4 = seeked employment
5 = assisted by group members
6 = from savings
7= Other (SPECITY) vttt e e e



9 = Don’t know

22d. clients only) (If no to repayment problesngpecify how..
1 = Borrow money from family/friend at no cost
2 = Borrowed money from another MFI
3 = Sell personal property
4 = seek employment
5 = assisted by group members
6 = from savings
7= from business
Other (SPECITY) vt e e e e e e e e
9 = Don’t know

23. Clientsonly). Overall (taking into consideration income, timealh, diet and housing) Iha'sI
your life been better or worse off than it wafope your last loan? L
1 = Worse 2 = No change 3 = Better 4 = Not sure
5 = Other. (specCify).........ccovennenn.

24. (Clients only) How do you feel about yourself as a family memloeryour household) after

joining the MFI? ——_—— -
1= No change 2= Productive/ useful 3= Retguk 4= Confident 5=hop | 1
6= burdened 7 = in control 8hay. Specify..................
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Appendix 2: Client exit survey instrument

Date of iInterview:..........c.ocovviiiiii e ciennn, client identifi¢en
number:.............cooveienne.

Program Entry date(month/year): .................. Exit date:
(month/year).........ccooveiiiii i,

1. Number of program loans taken (specify number).........cccce i, Lo

2. Did the loans help you and your family? 1=Yes 2=No I
'
3. Which answer best describes the impact of the |&rans this program? Lo
1= Didn’t help me at all 2= Loan was aden
3= Helped me a little 4= Helped méea lot 99= Don’t know

4. Who made the Decision that you leave the pragra P

1= self 2= otli@mily members 3=group 4= progran'-u--'
5. Do you think you benefited from being a memberhef group? Nlultiple responses :' - ':sl""'::
1= Loan Repayment 6 = training and new information
2= Provided advice and support when | 7= No | did not benefit
needed help personally 8= Otherspecify..........c.ccovvinnnnn
3= business ideas and contacts 99=Don't Know
4= new friendships 9=No Response

5 =Development of Leadership skills

6. How did you repay your last loaMltiple responses possibje.
1=From my business (profit)
2= From another household business or source aima.
3=Borrowed from friends/family at no cost
4= Borrowed money at Cost (SPecCify SOUICE,)......... eeeeereeerererererereeriennnne
5= from savings
6 = Other . SPECITY ..o i
99= Don't know

7. Which of the following best describes your exgeee in paying your last loan?
1= Loan Difficult to repay "Loan
2 = Loan Repayment within the Capacity
3= Loan Insufficient for Enterprise but Simple Rgment Process
4= Other.specify..........c.ccovviinnnnn
5 = No Response



8. What were your Reasons for leaving the microfagaprogram?

(Multiple responses possible)

A) Problems with program policies or

procedures:

1= The loan amount is too small.

2=The loan length is too short.

3= do not like the repayment schedule.

4= The loan became too expensive (such as
interest fees).

5=The disbursement of the loans is not efficient.

6= was unwilling to borrow because of other
conditions, (such as obligatory savings,
obligatory training).

7= did not like the treatment by the staff or had
personal conflicts with staff.
8= found a program with better terms.

B) Client’s business reasons:
9=. have enough working capital now for my
business.
10= business is seasonal; | will borrow again
when | need it.
11= graduating to a loan program that makes
larger loans.
Which one?
12= unable to repay the loans because of the
weak condition of my business
13= decided to close the business and do
something else
Why? .,
14=1 sold the business ( not profitable enough,
poor economic conditions affecting).
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C. Personal reasons:

15= | cannot continue because | spent the
money on a crisis or a celebration

16= no self capacity to run business

17= lack of time or ability to continue the

business at the same level

18= | am moving out of the area.

19= family prohibition to take loan
member leaving home

20=illness or death in family

D. Problems with group lending:

21= The group told me to leave.

22= The group disbanded.

23= personal conflicts
members of the group.

24=unhappy about group leadership.

25= unable or unwilling to attend all the group\
meetings (such as take too much time;
have schedule conflicts)

26= did not like the rules and/or the pressure
established by group.

with other

D. Community and economic reasons:
27= business was ruined by a disaster (such as
robbery; fire; flood; hurricane).

28= A major new competitor moved into the
area and many of my customers now
buy from the competition.

Poor economic conditions i.e
purchasing power of customers

29= low



9. Please mention the two things you liked bestiaithe program.
1= Lower interest rate than other informal sourmiesredit (informal lenders)
2 = Steady source of working capital
3 = Group solidarity and/or group dynamics
4 = Training or technical assistance
5 = other financial services, such as savings suremce
6 = Efficiency, compared to banks or other sources
7 = Easier guarantees than loan alternatives
8 = Other (SPECITY) ...t e e e
99 = Don’t know

10. Please mention the two things you liked lebstiathe program.
1= High interest rates or commission. - -
2 = Size of initial or subsequent loans too small
3 = Loan cycle too long or too short
4 = Problematic group dynamics (with leaders anaetings)
5 = Meeting frequency too often or meetings to@lon
6 = Meeting place/office not convenient
7 = Repayment policies (frequency, amount)
8 = Guarantee policies
9 = Transaction costs for client (such as slovgbdisement or have to cash checks)
10 = Dislike behavior/attitude of loan officer aher program personnel
11 = Lack of grace period
12 = Forced savings or insurance
13 = Other (specify) i,
14= Nothing
99 = Don’t know

11. Which best describes your experience of pagtoig in the program?

1= Very Bad 2= Bad 3= Nodeff 4= Good 5=Very goodi =5

12. Do you think that you might rejoin the programthe future{Read answers.)

1. Yes 2. Probably 3. No
4. Only if specific changes anade 99. Don’'t know

13. Would you encourage a relative or friend to imicrofinance program?
1. Yes 2. No 99. Don’t know

14. Any other
(0] 101 11T 1 553



