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ABSTRACT 

This study assessed socio-economic effects of micro-finance loans on the wellbeing of 

women in informal settlements in Kenya, focusing on Kiganjo in Kiambu County as a 

case study. The study specifically sought to examine the effects of loans on household 

wellbeing among women, analyze the effects of loans from the micro-finance institutions 

on the growth of the business, examine the challenges of utilizing loans from MFIs, and 

recommend strategies for improving the utilization of borrowed funds. The study adopted 

a descriptive research design, which enabled the researcher to describe the contribution of 

MFI’s in improving the wellbeing of women from informal settlements. The study 

targeted 300 women who had borrowed and repaid their loans since 2014. The sample 

size was 99 respondents comprising of 91 women borrowers and 8 key informants. Data 

was collected through questionnaires, key informant interview guides, and focus group 

discussions. Collected data was analysed using the Statistical Package for Social Sciences 

(SPSS) version 21.0 and the findings were presented in form of tables, graphs and charts. 

The study finding showed that loans significantly improved households’ wellbeing by 

enabling them to cater for their family needs, such as buying of food, clothing, and 

payment of school fees for their children. The findings further indicated that loans helped 

majority of women in informal settlements to boost and grow their business. The study 

noted that some of the challenges experienced in loan utilization could be addressed by 

reduced interest rates from MFIs, sufficient funding, and providing training programs in 

entrepreneurship and financial management to women groups in the informal settlements. 

The study recommends that MFIs should offer sufficient funding and closely work with 

the regulator to offer reduced interest rates. 
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CHAPTER ONE 

INTRODUCTION AND BACKGROUND TO THE STUDY 

Introduction 

 
Informal settlements are slowly encroaching in Kenya’s urban centers- a situation that is 

slowly encroaching to the rural areas (United Nations Development Programme 

[UNDP], 2007). These informal settlements form a fertile ground for the microfinance 

institutions (United Nations [UN] Habitat, 2011). Microfinance is an economic tool 

offering financial inclusion to low-income earners and small-scale businesses that lack 

access to commercial banking services (Yunus, 2007). These low-income earners most 

of who live in developing countries, live under poor conditions. According to Alkire 

and Foster (2011), poverty among the masses in developing countries was socially 

constructed and was usually characterized by over-crowded settlements, unemployment, 

lack of access to medical care, education, clean drinking water, public utilities and 

decent housing conditions. The United Nations [UN] report of 2009 stated that poverty 

results from lack of choices and opportunities and denying people human dignity. 

Microfinance services enable access to financial resources by small business in informal 

settlements thereby, reducing poverty and creating self-employment (Owusu, 

Akanbasiam, & Anyesepari, 2013). Minimal effect of micro-finance institutions has 

been felt on the livelihoods of active rural entrepreneurial groups raising the 

unanswered questions on whether there exists any relationship between micro-finance 

and women socio-economic transformation (Idolor, 2011). Most studies on the effect of 

micro-financing on women in Kenya have concentrated a lot in urban informal 
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settlements and little has been done in the rural set up. This study was, therefore, be 

carried out in Kiganjo informal settlement, a rural area in Thika, Kiambu County in 

Kenya. This chapter presents information on background to the study, statement of the 

problem, purpose of the study, objectives of the study, research questions, rationale of 

the study, significance of the study, assumptions of the study, scope of the study, 

limitations and delimitations of the study, definition of terms and summary. 

Background to the Study 

 
Microfinance is not new and has existed since the time of the Franciscan monks in the 

15th century (Dowla, 2006). Although Seibel (2008) said that Friedrich Wilhelm 

Reiffeisen started the first cooperative lending movement in the 1862 to rural farmers in 

Germany, the inception of modern microfinance started in Jobra village in Bangladesh 

in 1976, with Muhammad Yunus, who later established Grameen bank in 1983. Yunus 

visited a relatively poor village and interacted with a businesswoman who ran a tiny 

bamboo bench making business. Due to inadequate capital, she borrowed from a local 

lender small amount of money to buy required inputs. As a result of her not having the 

required collateral, she could only borrow from an informal financial institution, 

purchase the raw materials to build a bench at a time. The woman was left with a 

minimal profit, after servicing the loan that could not even meet her basic daily needs, 

hence she was not able to raise herself out of poverty.  

 A disheartened Yunus took a step and gave small amounts of money to forty-two rural 

basket-weavers (Esty, 2013). Yunus discovered that these small amounts helped most of 

the women borrowers who promptly paid back. From this experience, Yunus realized 

that these small loans helped the poor to survive and created personal enthusiasm and 
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entrepreneurship mind among the women, required to alleviate poverty (Yunus, 2007). 

This trail of events gave birth to the Grameen bank (Grameen Bank, 2009). Today, 

Grameen Bank has millions of customers, a huge loan book with a 2% portfolio at risk, 

with close to 95% of its clients being women customers (Esty, 2013). Today more than 

100 countries have the micro finance institution programs. 

A big percentage of the micro-finance institutions give loans to the poor aimed at 

injecting capital to their small-scale business hoping to improve productivity, leading to 

socio-economic change. There are various group models currently being adopted by 

microfinance institutions, which total to about 14 in number (Srinivas, 2015). In the 

group-based model, several businesspeople who know one another come together and 

applied for loans and service them as a group. They guarantee one another which acts as 

security forming a strong trust basis between the microfinance institution, the individual 

and the group. They are also allowed to use household items as chattels to borrow small 

loans and group savings must be evidenced. As a joint lending liability micro-finance 

program, the financed group members are held accountable for ensuring that the loan 

repayments are honored as agreed (Rahman, 2011). 

Accessing funds enables poor people reduce poverty and improve their living 

conditions, which can be indicated by the type of food consumed, schools the children 

attend, type of fuel used, the type of toilets and the household items they possess (UN, 

2009). Besides, access to financial assistance leads to job creation thus reducing 

unemployment (Yunus, 2017). The above concured with the sentiments by Owusu et al. 

(2013) who asserted that micro-financing reduced poverty and created self-employment 
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freeing women from marginalization. Studies on the role of microfinance on poverty 

alleviation undertaken in countries such as Bangladesh indicate that people’s living 

standards improved because of their involvement in the informal sector, improving 

economically and social status in the community (Abdullah, 2012). 

The poor in Bangladesh now own assets and savings, which they use to meet 

emergencies, and at the same time the savings can be considered for credit appraisal to 

meet borrowing needs and other financial obligations. The property they acquired can be 

used as security to borrow more (Abdullah, 2012). In China the government had 

facilitated formation of dedicated micro-credit companies for empowering the poor and 

therefore bringing everybody onboard financially in comparison to the BRIC’s states 

(Fungacova & Weill, 2015). In Nigeria, microfinance has had a major effect on the 

economy, boosting agricultural production in the rural parts of Nigeria. The Nigerian 

government has supported the microfinance loans to enhance per capita income (Idolor, 

2011). 

The Central Bank of Kenya regulates and licenses MFIs under the Microfinance Act 

(2006) (Omino, 2005). There are 35 registered microfinance institutions in Kenya of 

which 13 are deposit taking (Central bank report, 2015). Studies in Kenya indicate that 

during the 1980’s and 1990’s, MFIs increased in number and several institutions, such as; 

Equity Building Society, Murata Sacco, among others mushroomed despite scanty 

information regarding their impact on women’s economic status (Kaburi, Ombasa, 

Omato, & Memba, 2013). Microfinance institutions are supposed to address inequalities 

among women by providing accessibility to credits and other services that improve living 

standards of women (Kireti & Sakwa, 2014). For instance, Musoni microfinance had 
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collaborated with Grameen Foundation and USAID to successfully offer micro-loans 

using a digital platform transforming the economic status of the rural farmers in Kenya 

(IFC, 2013). 

 

Involvement by the Kenya government has been felt through the Ministry of Gender 

and Social Development (MGSD), which formed the women enterprise fund (WEF) 

intended to fund startup projects for women. Data from the WEF indicate that Ksh1.39 

billion was disbursed to 215,890 women who benefited from the fund and the money 

was channeled through the micro-finance institutions (Muteshi, 2006). Microfinance 

institutions have grown tremendously and according to Wairimu and Mwilaria (2017), 

microcredit had led to the mushrooming of small enterprises in Thika. Abala (2013) 

suggested an in-depth evaluation on the effects that microfinance has on the socio-

economic status on women. Numerous studies on the impact of microfinance have been 

carried out in Kenya’s urban informal settlements with minimal studies in the rural 

areas (Abala, 2013; Mutisya & Yarime, 2011; & Gathuni, 2015). Therefore, this study 

sought to assess the effects of microfinancing on women’s wellbeing using Kiganjo 

informal settlement, a rural set up in Thika, Kiambu County. 

Statement of the Problem 

 
Existing research on poverty levels indicate that nearly half of 7.2 billion people, live on 

less than $ 2.5 a day, with a fifth living in extreme poverty (UNDP, 2014). Eighty percent 

(80%) of the 7.2 billion people are termed poor according to the World Bank report 

(2018).  Furthermore, according to Lakner, Azevedo, Mahler, and Prydz (2018), 42.3% 

of those living in Sub-Saharan Africa survived on $1.90 or less per day. UNDP (2014) 

statistics indicate that 29% of Kenya’s population is poor and the country is ranked eighth 
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in the world poverty clock report and sixth in Africa with a 0.6% poverty escape rate 

against a target rate of 2.3%. Women seem to bear the heaviest burden of poverty in most 

of these countries and their efforts to borrow from financial institutions have not changed 

the situation. 

Despite women borrowing from microfinance institutions for a long time, poverty levels, 

especially among women, are still on the increase especially in developing countries 

(Kireti & Sakwa, 2014). According to BRAC (2015), microfinance institutions are meant 

to address economic inequalities and help in the reduction of poverty especially among 

women. Accordingly, Wairimu and Mwilaria (2017), even though their contribution had 

contributed greatly to the economy of Kenya, women continue to face many challenges in 

running of their businesses  

Muteshi (2006) investigated the challenges faced by women who had borrowed 

microloans and why they had not succeeded in improving the women’s wellbeing. The 

study found that the little money these women received had not transformed their socio- 

economic life, an indication that there could be other underlying factors that influence 

women socio-economic empowerment. The question that arises here is what causes some 

to succeed while others do not while in the same socio-economic context (Muteshi, 2006) 

and with an influx of MFIs as noted by Kaburi, et al. (2013).  There has been an increase 

in number of MFI’s in Thika over the years that have spread to its outskirts including 

Kiganjo (Kaburi et al., 2013). It is however not clear if the socio-economic status of 

women in Kiganjo has improved. This study therefore sought to establish how 

microfinance loans have affected women’s social-economic well-being in Kiganjo 

informal settlement in Kiambu County, Kenya.  
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Purpose of the Study 

The purpose of this study was to assess the socio-economic effects of microfinance loans 

on the women’s wellbeing in Kiganjo, Thika Sub-County, Kiambu County in Kenya. 

 

Objectives of the Study 

The study specifically sought to: 

 
1. Examine the effects of loans from MFIs on household wellbeing on women 

residents of Kiganjo informal settlement. 

2. Analyze the effects of loans from MFIs on the growth of businesses among women 

in Kiganjo informal settlements. 

3. examine the challenges of utilizing loans from MFIs by women in Kiganjo informal 

settlements 

4. Recommend strategies for improving utilization of loans from MFIs. 

Research Questions 

1. How did the loans from microfinance institutions enhance the wellbeing of 

households among women living in Kiganjo informal settlement? 

2. What were the effects of the microfinance loans on the growth of businesses 

among women in Kiganjo informal settlement? 

3. What challenges did women in Kiganjo informal settlements encounter in 

utilizing the loans from microfinance institutions? 

4. What recommendations could be made in order to improve utilization of 

borrowed funds from microfinance institutions? 
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Justification for the Study 

Having worked for various financial institutions and offered loans to women who 

repay the loans and borrow again, the cycle continues whereby they keep borrowing 

over and over again. The concern in this case is whether the loans have created any 

socio-economic effect or do financial institutions entangle the women in debt and 

their poverty levels do not change. It is necessary to constantly evaluate whether the 

financial institution is meeting its goals or not otherwise it may end up being a waste 

of resources.  

In this view, it may be necessary to assess whether microfinance institutions have 

met their objective to those in the lower income bracket, and what impact the loans 

have had on the socio-economic life of borrowers, in this case women borrowers. 

With an enabling business environment, it may be necessary to understand the levels 

of business growth because it leads to women being empowered and when women 

are empowered, the society too may be empowered, which is an attribute that adds 

value in a developing country like Kenya.  

This study sought to further find out challenges faced by these income generating 

women groups in Kiganjo informal settlement, who have borrowed from the 

microfinance institutions in their quest to improve their socio-economic status. It 

may be of importance to assess if the women utilize the loans properly and for the 

intended purpose and if the women’s livelihoods eventually change. Provision of 

loans without establishing whether they are achieving the set goals ends up being a 

waste of resources which can be a great loss to the microfinance institution. For 

organizations to be effective in their work, they need to constantly subject it to 
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assessment to ensure they are effective. It is for this reason that this study needs to 

be carried out to establish how MFIs are affecting the life of women in Kiganjo, 

Kiambu County. 

Significance of the Study 

Government agencies will derive great importance from the findings of this study. The 

research offers a deep understanding on women’s wellbeing, which supports the 

government agenda on women entrepreneurship and empowerment. The government 

might also be informed of the best ways to legalize these groups and how to use them to 

eliminate poverty in the country. Policy makers will find this information useful in 

promoting policies and by-laws, which can guide stakeholders on how, and what policy 

interventions and regulations are workable. 

For the NGOs, a platform of understanding the informal sector they seek to uplift may be 

created, and the information when utilized, may be very useful and add value to the 

NGO’s training programs and income generating activities. The ability of NGOs to reach 

out and mobilize the poor in remote communities, complements well with the target 

population for the microfinance institutions. This study may help NGOs strengthen their 

relationships with microfinance institutions to achieve their goal on poverty eradication. 

The leadership of banks and microfinance institutions may find it useful to know the 

contribution that loans make to women’s social-economic growth and may use this 

information to determine areas of improvement or increase wealth from the knowledge 

that will be gained from this study. Similarly, the leadership would be glad to know that 

their money has been used well for the benefit of its customers serving as an indicator of 
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how effective and efficient they have been towards the economic development of women, 

aligning themselves with the countries big four agenda and the millennium development 

goal on poverty eradication.  

 
From the study, the public and particularly women may benefit from the study in creating 

an understanding on how MFIs influence the socio-economic life of people. Thus, they 

may end up borrowing more and hence boost the MFIs. Research on the effects of 

microfinance loans on socio-economic effects on women living in Kiganjo informal 

settlement has been minimal. Considering the effect that microfinance has had on the 

economy, this research will receive attention from the researchers, resource centers and 

academicians. The study might be useful to institutions of higher learning especially 

those training in business and development related fields. It may also contribute to 

business and finance body of knowledge.  

Assumptions of the Study 

 
The study was premised on five assumptions, out of which, four were met but one was 

not met. The assumptions were namely: 

1. The respondents willingly and truthfully shared their business experiences 

thus, dispelling the fears the researcher had.  

2. Approval to conduct the study was granted by local authorities in Kiganjo 

informal settlement, Thika constituency, Kiambu County. The researcher 

had concerns about sanctioning of the study by the county government 

officials. 

3. The time to collect data took much longer than had been planned. 
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4. The weather was favorable throughout the data collection period making it 

possible to navigate through the narrow roads, which are not all weather. 

This was unlike the fear that bad weather would delay the exercise. 

5. The security in Kiganjo informal settlement area where the researcher was 

not known was guaranteed. 

Scope of Study 

The study was carried out in Kiganjo informal settlement, Thika sub-county, Kamenu 

ward, Kiambu County in the former central province of Kenya. Kiganjo is located 45 Km 

from Nairobi. Kamenu ward borders Thika town and has a population of 139, 853 people 

and enjoys a tropical climate with warm temperatures throughout the year. Kamenu ward 

is within the vicinity of major scenic features that include the Chania Falls, Fourteen 

Falls and the Donyo-Sabuk national park, and borders a prime pineapple growing region 

in Kenya that hosts Del Monte Kenya processing plant. This study assessed whether 

microfinancing has transformed the lives of women in Kiganjo informal settlement both 

economically and socially.  

Limitations and Delimitations of the Study 

There is scanty or hardly any information on Kiganjo in Kiambu County and the 

geographical expanse of the study area was technically challenging to conduct the study 

in a region that was vast and densely populated. The researcher used two research 

assistants to help in data collection. In Kiganjo informal settlement, security concerns 

were an issue as the researcher walked through the area conducting interviews and focus 

group discussions hence the reason why the local administration and community leaders 

were engaged to provide security.  

Daystar University Repository

Library Archives Copy



 

12 
 

Women opening up was a limitation where they found it hard to provide personal 

information that they viewed as confidential. The researcher assured the respondents of 

confidentiality and that their names would not be included in the study.  

The researcher had fears that availability of women would be a challenge given that most 

of them are the bread winners of their households and may lack time to be interviewed. 

The researcher engaged the local administration and opinion leaders to persuade the 

women to create time to participate in this study due to its importance and the likely 

impact it would have in their lives.  

A further limitation was the measurement method used for transformation. Existing 

methods failed to define, identify and measure the transformation concept. The 

measurement methodology brought out how transformed people feel, however the 

measurement tool applied was a limitation.  

Definition of Terms 

Capital: According to Viswanath (2015), capital can be defined as wealth or property in 

form of money or property, sometimes the basic sum in an investment enterprise. The 

study used this term to refer to the money invested by small-scale business owners to 

startup a business. 

Collateral: Collateral is a property or something valuable used as guarantee that someone 

will repay the bank in the event of a customer defaulting in a loan agreement (Angaine & 

Waari, 2014). This study adopts the definition in its entirety.  
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Credit appraisal: It is a measure used by the financial institutions to weigh the risk and 

determine if the financial institution will have the confidence to lend with the aim that 

they will get their money back (Abdullah, 2012). In this study credit appraisal means 

assessing various risks to determine if money can be lent out or not.  

Financial inclusion: According to Yunus (2008), this is access to affordable, quality 

financial services and products in a manner convenient to the underbanked in a simple 

and dignified manner with the aim of providing protection and training to the client. In 

this study, the term means provision of affordable and quality financial solutions to the 

women living in a poor informal settlement. 

Group lending: Yunus (2007) defines group lending as a lending model, which allows a 

group of individuals come together and borrow as they co-guarantee one another and the 

incentive to repay will be focused on joint-liability, peer pressure and the social fiber acts 

as collateral.  The study uses group lending to mean borrowing through the group model 

and co-guarantee each other. 

Informal settlement: This refers to a residential area that is overcrowded and often with 

poor quality housing (Owusu et al., 2013). In this study, the term informal settlement 

refers to a casual residential place of living mainly in an urban setting. 

Microcredits: Microcredits are small loans offered by microfinance institutions to 

individuals and groups who may not have collateral. (Kireti & Sakwa, 2014). In this 

study micro-credit means lending of small loans to the women especially those living in 

informal settlement.  
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Microfinance: Microfinance is a collection of banking services that revolve around 

provision of loans without collateral and tiny savings deposits (Armendariz & Roome, 

2008). In this study, the term microfinance means saving and borrowing of small loans 

providing access to finances without collateral.  

Socio-economic: The term refers to the interaction of social and economic factors of a 

particular group or community and how this affects their life. (Rastogi & Ragabiruntha, 

2018). This study adopted this definition. 

Summary 

The chapter presents the research topic on the socio-economic effects of microfinance 

loan on the wellbeing of women living in informal settlements. As a result, the need to 

research has been displayed bringing out how the study assessed` the effects of 

microfinance loans in the socio-economic development of women in Kiganjo community. 

The researcher aimed at finding out what changes have taken place in the lives of the 

Kiganjo women after accessing financing. The significance of the study on who would 

benefit, the limitations and delimitations have been covered. Chapter two reviews 

literature relevant to the study focus of assessing socio-economic effects of micro-finance 

loans on the wellbeing of women in Kiganjo informal settlement and the review was 

guided by the study objectives. 
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CHAPTER TWO 

LITERATURE REVIEW 

Introduction 

The history of micro-finance institutions can be traced back to the development of rural 

credit and agricultural modernization and has existed since Franciscan monks in the 15th 

Century. Friedrich Wilhelm Reiffeisen started the first cooperative lending movement 

that involved rural farmers in Germany in 1862 (Seibel, 2008). However, the inception of 

modern microfinance started in Jobra village in Bangladesh in 1976, with Muhammad 

Yunus who founded Grameen bank in 1983 (Yunus, 2008). Mohammad Yunus tested 

with offering villagers with small loans. They began with the poor who lacked collateral. 

The women turned out to be the best customers whose need for micro-credit to generate 

income was inclined to solve primary issues of chronic poverty (Yunus, 2008). 

Generally, microfinance refers to the provision of several financial products whose target 

is the low-income groups (Farooqui, 2013), 

According to Hearth (2018), microfinance is the provision of a wide range of financial 

services to low income households and micro-enterprises that lack access to formal 

financial institutions. Microfinance institutions value what they do and view it as 

enhancing the poor, creating income-generating businesses for them. The UN states 

microfinance institutions like any other commercial banks receive low-income client’s 

deposits as a base to offer loans to individuals and offer other financial services tailored 

to meet the needs of the poor (UN Habitat, 2011). This chapter reviewed literature related 

to the study focus of assessing socio-economic effects of micro-finance loans on the 
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wellbeing of women in Kiganjo informal settlement. The literature is reviewed under four 

sub-themes that include; the effects of loans on the wellbeing of women, effects of the 

loan on the growth of the business, review the challenges of utilizing the borrowed loan 

and strategies on how to improve the utilization of borrowed funds. The literature 

reviewed is categorized into the general and empirical literature. Besides, the chapter also 

presents the theoretical and conceptual frameworks that guided the study, the chapter 

thereafter ended with the chapter summary. 

Theoretical Framework 

The systematic nature of theory is to provide an explanation of a problem, to describe the 

distinguishing innovative features of a phenomenon, and to provide predictive utility. 

Research without theory has no foundation; likewise, theory depends on research to 

provide proof of the theories correctness (Imenda, 2014). According to Lederman and 

Lederman (2015), a theory is a set of concepts, definitions and interrelated propositions 

presenting a systematic view of relationships between variables explaining phenomena. 

Theoretical framework is the centre of every research project as it governs how a given 

researcher formulates a research problem, how they go about examining the problem, and 

what meaning the researcher attaches to the data collected from such an investigation 

(Imenda, 2014). The current study was largely driven by the Grameen group lending 

theory by Yunus (2008), however, loan utilization theory by Simanowitz (2013) was 

incorporated to provide a more inclusive explanation since the researcher was dealing 

with women accessing funding from MFI’s. 

The use of the two theories was to complement each other as one theory adds knowledge 

on to the other theory. The Grameen Group lending theory was applied since the 
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attributes of the group lending model is the use of social collateral rather than material 

collateral in recognition women are more prone to peer pressure. The loan utilization 

theory was incorporated to the argument the Grameen group lending theory in 

recognition of the proliferation of multiplicity of lenders that result to “overlapping”, or 

borrowers taking loans from an MFI to back another. The loan utilization theory will be 

used to confirm that loans taken do not go to pay other loans (Hader & Steiglitz, 2016). 

Grameen Group Lending Theory 

Grameen group lending model is recognized as a recent and most modern tailored version 

of microfinance (Hermes & Lensink, 2007). Group lending has been celebrated as one of 

the major innovations of the Grameen Bank enabling borrowing without material 

collateral (Sengupta & Aubuchon, 2008). When there was proof that low-income 

generating groups can pay their loans in a timely manner and also save, the Grameen 

model kicked off as a key business segment. Grameen model is recognized 

internationally for its well-tailored solutions reinventing microfinance.  According to 

Yunus (2008), the model encourages poor people to save and later enable them to access 

customized financial services whereby Grameen bank works with field managers who are 

in charge of 15 to 22 villages who study the environment identifying target people who 

are eligible for micro financing. 

According to this model, people form groups consisting 5-15 members each and they 

ought to be of similar social-economic status with less than 30% being family members. 

They undergo training, select a committee and arrange weekly meetings where they save 

some particular amount per week and this becomes a preparatory tool to help borrowers 

manage their credit. To get started, two group members borrow some amount of money 
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with 5% of the borrowed amount being reserved to the group fund and once they pay 

back other members are eligible to borrow (Yunus, 2004). No collateral is required and 

there are microfinance models that support this kind of informal borrowing. 

There are several lending models being universally used by microfinance institutions 

today. The most common being a total of 14 models, which include rotating savings and 

credit associations (ROSCA’s), small business, village banking models, associations, 

bank guarantees, community banking, cooperatives, credit unions, Grameen group, 

individual, intermediaries, NGO’s and peer pressure. The 14 models have been developed 

over time through extensive research conducted in Philippines, India, Indonesia, Thailand 

and Sri-Lanka (Srinivas, 2015). The Grameen group lending theory has a link to 

assessing the socio-economic effects of micro-credit on women’s wellbeing living in 

informal settlements, because when the women form groups it boosts their social capital. 

Through the groups, they are forced to save and borrow which has an economic impact. 

This has enabled women to come out of poverty and they have successfully educated 

their children, had access to food, clean drinking water and improved housing. This 

Grameen model replicated elsewhere is likely to affect the wellbeing of women groups in 

other in-formal settlements. The Grameen model related to this study because women 

living in Kiganjo informal settlement benefit from the group lending model where they 

save to improve on their livelihood, that is, economic development, and through the 

groups, they invest socially.  

Loan Utilization Theory 

Loan utilization theory states that monitoring of proper loan usage of a loan, assists 

borrowers to handle their businesses seriously. Members avoid destroying their business 
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by taking money from the business to their families (Simanowitz, 2013). Often, 

microfinance institutions offer group-based lending for productive activities, though 

clients eventually utilize loans for either productive or unproductive activities (Asnake, 

2015).  

According to a survey done in Ethiopia by Gobezie (2010), the findings showed that 

women with a longer borrowing experience diverted funds from the pledged purpose, 

utilizing the loan in other ways than those clients with a shorter borrowing experience. 

The percentage showing the relationship between repayment, experience and perceived 

loan diversion stood at a high 86%, which meant monitoring loan utilization, can deter 

unplanned loan usage. Monitoring also offered early warning signs regarding any issues 

that could be addressed early enough before loans were stuck and are not being repaid 

raising the portfolio at risk (Agarwal, Ambrose, & Liu, 2006). The traditional microcredit 

has universally encountered loan diversion as borrowers utilize their loans for other 

reasons. Enough times, it is a different reason from what is stated on the loan application 

form, but a more pressing providential need such as emergency medical needs, food and 

expenses on education (Simanowitz, 2013). 

Monitoring of the loan book has assisted microfinance institutions who have been viewed 

to be achieving the poverty reduction goal (Asnake, 2015). This brings in an argument 

that microfinances should balance social and commercial objectives to resolve diversion 

of funds being utilized with a different aim and not being paid back (Asnake, 2015). The 

loan utilization theory, therefore, enables financial institutions push for the proper 

utilization of the borrowed funds through credit monitoring and analysis. Several 

financial institutions have the monitoring tools to ensure that credit monitoring is done on 
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a planned schedule basis (CBK, 2015). This study was guided by the loan utilization 

theory since it offerred brief explanation on women who borrow from microfinance 

institutions to utilize loans for the intended purposes and handle their businesses 

seriously. The women would be keen to pay their loans and borrow again because loans 

have benefited them both economically and socially. 

The Grameen group lending theory relates to this study because women can benefit from 

the group-lending model, whereby they save to improve on their livelihood, that is, 

economic development, and through the groups they invest socially. Meanwhile, the loan 

utilization theory offered a balancing check on how women utilized their loans well and 

for the intended purpose. The two theories complements each other in the study. 

General Literature Review 

Effects of Loan on Household Wellbeing 

Before reviewing the effects of loans on the household wellbeing, according to Hearth 

(2018), brief literature on loans from MFI’s define microfinance as facilitation of various 

financial services to low income households. This enables them establish their own 

income-generating businesses improving their living standards. A survey conducted on 

675 microcredit borrowers in Bangladesh indicated there was a progressive change in the 

social-economic status of those who borrowed, with 98% of them increasing their 

revenue, 29% purchasing land, 75% improvement in child education and 69% sanitations 

conditions improved (Prakash & Kaur, 2017). Microfinance institutions have enabled 

women in Nakuru, Kenya to build stronger trust bonds, create social networks, and 

engage in development activities (Kireti & Sakwa, 2014).  
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Microfinance institutions offer financial services custom-made to address the needs of the 

income-underprivileged improving on their lifestyle by giving them access to food, 

education for their children, healthcare and decent shelter (UN Habitat, 2011). Economic 

growth receives a lot of international attention and to estimate how well people are doing, 

it would be good to look at indicators that highlight household economic activity where 

economic well-being is per capita household income, deduct taxes and social 

contributions to get an estimate of resources households to buy goods and services or 

save (Ribarsky, 2017). Findings of study by the Organization for Economic Cooperation 

and Development (OECD, 2015) and Taylor (2012) showed indicators for economic 

well-being as being actual disposable income, actual consumption expenditure, 

household saving rate, household debts, net cash handling to households, financial net 

worth, consumer confidence, access to food and unemployment. 

As parents invest time in their financial investment, they also invest in their children’s 

education, and these play a key role in determining how far children go on their 

educational path. Dr. Martin Luther King Jr. (1967) stated, “The job of the school is to 

teach so well that family background is no longer an issue.” Since education has ability to 

empower people’s skills, leading to increased income that changes the dynamics of how 

socio-economic standing is handed down from parent to child (Irineu, 2012). The 

millennium development goals (MDG) emphasizes those goals of economic development 

focus on poverty reduction and education as opposed to increasing average incomes 

(Lomazzi, Borisch, & Laaser, 2014). Broadly, microfinances target human development 

with the main aim being the social-economic change of the people (Idolor & Eriki, 2012). 
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Offering microfinance loans to households is connected with increased school 

attendance. 

Results of a study by Irineu (2012) showed that there are stronger associations between 

benefits from increased household income and increased school enrollment. Universally 

when poor people achieve new income from a microenterprise, the first thing that they do 

is to invest in the education of their children. Past studies indicate microfinance loans 

provide working capital to small business owners mitigating irregularity to meet basic 

needs like access to education, clothing, shelter and even food (Nampili & Sarma, 2017). 

Further, Nampili and Sarma (2017) concluded that microfinance has become an effective 

tool and influences household behavior concerning children’s education. At a household 

level, food security is viewed as the most basic need required by people always for a 

healthy life (Zeller, Meyer, & Richard, 2002). 

Studies in countries like Bangladesh indicate that people’s living standards improved 

because of their involvement in the informal sector, improving economically and social 

status in the community (Yunus, 2007). The poor in Bangladesh now own assets and 

savings, which they use to access food, clean drinking water, education and housing 

while at the same time the savings can be considered for credit appraisal to meet 

borrowing needs and other financial obligations. The property acquired acts as collateral 

for further funding to increase capital. Findings of a study by World Bank in Bangladesh 

showed that microfinance programs promote the poor household’s investment (Khandker, 

2005). In China, the government has facilitated formation of dedicated micro-credit 

companies for empowering the poor giving them access to food, healthcare, shelter and 

education (Fungacova & Weill, 2015). 
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According to Owusu et al. (2013), studies in Northern Ghana indicate that microfinancing 

reduced poverty and created self-employment freeing women from poverty because there 

will be employment, business growth and the impact were felt economically and socially. 

Accessing funds from microfinance institutions in Northern Ghana has helped  poor 

people reduce poverty which can be measured by a change in lifestyle, for instance 

evidence of clean drinking water, food availability and the type of food consumed, 

schools the children attend, housing structure, fuel used, the type of toilets used and the 

household items they possess (Ablorh, 2011). Studies in Kenya indicated that micro-

finances increased in the 1980s and 1990s, and several institutions mushroomed. 

However, what was not clear was whether women’s economic status improved by having 

access to essential needs like food, health care, water, education for their children and 

shelter (Kaburi et al., 2013). 

Micro-finance institutional interventions are supposed to address these inequalities 

among women by providing accessibility to credits and other services that improve living 

standards of women (Kireti & Sakwa, 2014). In Kenya, government involvement has 

been felt through the Ministry of Gender and Social Development (MGSD), which 

formed the women enterprise fund (WEF) intended to fund startup projects for women. 

Data from the WEF reveals that about Kshs 1.39 billion was disbursed to 215,890 women 

who benefited from the fund and the money was channeled through the micro-finance 

institutions (Muteshi, 2006). The purpose of this study was to assess the socio-economic 

effects the microfinance institutions had made on women borrowers in Kiganjo. The 

research was set out to establish visible economic change, such as; change in lifestyle, the 

schools children attend, household goods, and residence. The research also determined a 
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change in the social structure because when the women are economically empowered, 

they attain a new level of confidence and their social networks get enhanced in the 

process. 

Effects of Loans on Business Growth 

Community's performance and alignment to the millennium development goal towards 

poverty eradication has occupied a key place in the society, especially women who are 

the backbone of the society must be part of this fight if poverty eradication will be 

achieved (Auren & Krassowka, 2004). Accessing finance has been critical for small and 

medium entrepreneurs in order to fight poverty, building productivity and creating jobs 

among poor people. Chowdhury (2008) noted that without financing, the small 

businesses in general (especially those owned by women in the informal settlement areas) 

cannot compete favorably to fight poverty. According to Cull, Demirgüç-Kunt, and 

Morduch (2013), microcredit contributes to the growth of women’s small and medium 

enterprises (SMEs), but with a few challenges where SMEs have continued to register 

low returns on injected capital, and low disposable turnover keeping a limited capital 

scope. Some MFIs have a challenge in maintaining adequate liquidity levels, and 

therefore they do not run their operations daily but rely on revolving microcredit facilities 

to continually improve themselves economically (Chowdhury, 2008). 

Normally women utilize small loans to improve themselves economically, which enables 

them to overcome poverty and improve the well-fare of their families. The small loans 

provide these women a chance to develop themselves by participating in projects that 

provide self-employment (Grameen Foundation, 2009). Women living in the rural places 

of developing countries who are engaged in microenterprises generate marginal profits, 
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which helps them address household challenges because women have always been 

viewed as housewives, and it is the duty of a man to meet basic needs (Aslam, 2016). The 

World Bank (2013) reported that after the apartheid regime in South Africa, microfinance 

institutions extended microcredit to the deprived in society in order to liberate them from 

deprivation, poverty and exclusion whereby 29 percent of households in the poorest 

quintile moved up two or more quintiles. 

In East Africa, microfinance institutions engage in the production and processing of 

agribusiness such as coffee in Uganda and Kenya explaining the financial growth of 

women in SME’s businesses. Literature existing shows that 50% of the SMEs run their 

business through microcredit and some of the business owners prefer small loans 

extended to them in order for them to repay and borrow again (Luyirika, 2010). With the 

microfinance contribution to the economy, women globally and especially in East Africa 

have marginally improved their businesses and that of their families by ensuring they 

manage their basic needs (Luyirika, 2010). With this reviewed information, the 

researcher sought to establish the extent to which microfinance loans contributed to the 

growth of SMEs run by the women of Kiganjo slum in Kiambu County, Kenya. 

Challenges of Utilizing Loans 

Microcredit is a key strategy used to address poverty in several countries internationally, 

and more than 7,000 MFI’s exist serving over 25 million customers (Janda & Turbat, 

2013). In India, microfinance, as a financial segment, has significantly grown in the 

recent years. In 2014, reports highlighted the poor having too much access to finances 

resulting in the growth of microfinance institutions and borrowers undertaking too much 

debt (Srivastava & Mohan, 2016). A report done by IFC (2014) quoted Youssef Fawaz, 
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CEO of Al Majmoua, which is a leading microfinance organization in Lebanon, stated 

that the major issue faced in Lebanon was the problem of over-indebtedness, with clients 

borrowing money from multiple institutions. MFI’s offer loans to clients who are 

struggling to pay because they have engaged in multiple borrowing yet they never 

disclosed their over-indebtedness, thus, placing the MFI’s at a credit risk (Busingye, 

Kazzoba, & Tumuhimbise, 2018). 

The major obstacle facing women operating small businesses is insufficient capital and, 

at times, the microcredit received is not adequate for the intended business venture, thus, 

forcing them to change the original investment idea for other new choices (Gupta, 2014). 

Women face competition from similar businesses since women in the rural places tend to 

copy each other and, therefore, low yields forcing women to use the loan for other 

unintended purposes trying to generate income (Gitau & Wanyoike, 2014). Besides, non-

payment of loan appears to be another major problem everywhere.  

Njoroge, Kariuki and Ogollah (2014) defined non-payment as a slim or minimal chance 

to recover a loan. Muriithi, Waweru and Muturi (2016) expressed loan default as failure 

or ones incapability to service the loan when it is due for payment, and funds lost as a 

result of a borrower not making payment as contractually agreed upon is referred to as 

credit risk. Loan default is a major problem in Africa and faced in many countries for 

example MFI’s from Ethiopia, which are registered by National Bank of Ethiopia. 

Enormous loan default has been recorded among small-scale owners exposing and raising 

the credit risk in Development Bank of Ethiopia forcing the government to put to a stop 

provision of credit (Sileshi et al., 2012).  
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The Kenyan government has come up with several support initiatives and established 

public entrepreneurial funds (PEFs) like Women Enterprise Funds (WEF), Youth 

Enterprise Development Fund (YEF), Kenya Industrial Estates (KIE) Fund, and Uwezo 

Fund. Local financial institutions that are ready to team up with the government, which is 

being used as a processing function, pay out these resources. Ultimately, the government 

achieves their bottom line goal of promoting social-economic development, empower 

entrepreneurs to reduce poverty, open up the market for productivity and innovation by 

increasing financial accessibility (Gitau & Wanyoike, 2014). However, there appear to 

exist certain challenges that come along with utilizing the borrowed loans. According to 

Muturi (2016), cases of loan default in MFI’s has been noted to increase the credit risk 

ratio to lenders. A study by Kiraka, Kobia, and Katwalo (2013) noted that Women 

Enterprise Fund (WEF) experienced a huge default ratio that ranged between ten to 

twenty percent, which was replicated in several other MFIs in Kenya. The reasons 

analyzed for the high default rate included providing poor information regarding the loan 

process and payment, a misunderstanding that the monies given is a grant from the 

government bringing on board political motivates. Borrowers eventually do not own the 

repayment process and have no urge to pay back the loan. Not to forget that due to 

disbursing several small loans in big volumes, the administration cost ended up being 

expensive besides the defaulting in loan repayment (Kiraka et al., 2013). 

Women have security challenges that arise because majority of the business premises do 

not offer good security since they are semi-permanent structures forcing the women to 

divert funds in an endeavor to secure their premises (Gitau & Wanyoike, 2014). All these 

aspects lead to loan diversion where the recipients use microcredit for other reasons other 

Daystar University Repository

Library Archives Copy



 

28 
 

than the initial intended reason. Actually, some use the loan to meet other basic need like 

school fees, medical bills and for domestic use.  

According to Busingye et al. (2018), other problems related to how loans are utilized 

encompass around group tension over loan repayment, the terms of the loan, the loan 

repayment grace period, interest charges and penalties. Further, in the group dynamics, 

wrangles arise specifically where the loan was acquired as a group. Others included 

inadequate time to conduct business, short life span of the goods, aggravation from 

council officers, and also handling other creditors were all noted challenges too. Some 

women fail to avail themselves because they fail to balance time between business hours 

and moments to attend group meetings, others fail to show up because they are avoiding 

to pay for defaulting group members (De Quidt, Fetzer, & Ghatak, 2016). 

 Tracking cash flows and analyzing debt in a household is not a simple task and women 

face an accounting challenge because of literacy levels, how much will the total loan cost, 

additional loan charges and what profit will they eventually make once they redeem the 

loan. Some utilize the loan when they do not fully understand the financial implication 

and may end up defaulting (Busingye et al., 2018). With the above information the 

researcher would like to examine the challenges faced by the women of Kiganjo, Kiambu 

County in Kenya in utilizing the borrowed loan. 

Strategies to Improve Proper Utilization of Borrowed Funds 

According to Chowdhury et al. (2014), collective punishment principle can be used to 

reduce loan default. Some lenders implement certain sanctions like rewarding groups that 

pay their loans in a timely manner, encouraging clients to utilize their loans for their 
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ntended purpose, quickly pay and borrow again. De Quidt et al. (2016) argued that 

borrowing groups also apply social sanctions to monitor members and discourage loan 

default and to make group members utilize the loan for the borrowed purpose and retain 

respect in the society  

Armendariz and Roome (2008) developed a model that emphasized peer monitoring 

among members so as to enforce terms of the contractual borrowing, one of them being 

utilizing money for the purpose given. He further argues that the group members acting 

as collateral enables them undertake effective screening and monitoring through their 

weekly meetings and this peer pressure becomes a perfect tool for members to utilize 

their loans properly. Modi and Patel (2014) observed that high education or proper 

training enables borrowers to understand complicated financial information, retain good 

business records, observe simple cash flow analysis helping them make right business 

decisions. Kaburi et al. (2013) emphasized a high education or training positively and 

significantly influences loan utilization and repayments. In this regard, microfinance 

institutions must intentionally train the borrowers to reduce the default rate and equip 

members how to utilize a loan and repay on time. With the above information the 

researcher would like to examine strategies to improve proper utilization of the borrowed 

loan by the women of Kiganjo, Kiambu County in Kenya. 

Empirical Literature Review 

Roy and Biswas (2016) conducted an in-depth study with a sample size of 200 people in 

Bangladesh who had acquired loans from MFI’s. The study, which explored the roles of 

microfinance on education, found out that microcredit positively created an impact on the 

education of the people of Bangladesh. Microcredit helped Bangladesh to reduce the 
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possibility to drop out and was widely perceived as an effective tool for educating the 

people of Bangladesh. The government of Malaysia introduced a new economic policy 

whose aims was to eliminate poverty by giving loans to fund income-generating activities 

of poor households. In 1987, a microcredit program called Amanah Ikhtiar Malaysia 

(AIM) was introduced and the government zero-rated the interest rate, removed 

preconditions like guarantors, collateral and legal action on defaulters.  

As a result, Malaysia boasts of 80% reach to the poor households and overall the new 

economic policy successfully reduced the country’s poverty levels from 52.4% to 17.7% 

in 1990 (Munoz, Welsh, Chan, & Raven, 2015). Meaning the loans had an effect on the 

household wellbeing of the people. Another study by Salia (2014) on the effect of micro-

credit on households among women entrepreneurs in Arusha, Tanzania was done. Data 

collected included four hundred respondents comprising of 217 borrowers and 183 

customers who did not engage in borrowing. The study brought out that a high 

percentage of children attending schools came from borrowing customers, the parents 

comfortably paid all the school fees at once than the non-borrowing clients. Additionally 

they could afford healthcare, food, clean drinking water and attained better standards of 

living. From the findings, borrowers used part of the loan to finance these needs, 

revealing that participation in micro-credit played a part in poverty eradication among 

women and improving their living standards. 

Busingye et al. (2018) conducted in Mbarara and Bushenyi-Ishaka municipalities, 

Southwestern Uganda. Mbarara municipality is a key commercial town, a home to the 

administrative headquarters of Mbarara district with the population of 195,013, out of 

which 52,923 are female and 26 % are poor (UBOS, 2014). The two towns were chosen 
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because of their proximity, the observed increased economic activities in terms of new 

buildings, schools, hotels and restaurants as well as the establishment of microfinance 

institutions amidst poor housing facilities, low rate of business expansion, poor health 

and sanitation conditions. From the study, microcredit provided simplified short-term 

loans as working capital. The simplified terms were informal loan appraisal, provision of 

alternate security through savings or group guarantees, allowing repeat borrowers acquire 

higher loan amounts judging from their past loan repayment history. The report indicated 

a number of benefits, which included increased household incomes, improved housing 

and household facilities, access to self-employment, increased financial literacy and 

empowerment. 

Rooyen, Stewart, and Wet (2012) undertook a research to address the challenges of 

utilizing borrowed loan in their study addressing the question “what works” in micro-

credit in Sub-Saharan Africa. From a population of 383 reports, the researchers sampled 

69 relevant reports and of these 15 reports were summarized and they comprised 

assessments plans in Ethiopia, Ghana, Kenya, Madagascar, Malawi, Rwanda, South 

Africa, Tanzania (Zanzibar), Uganda, and Zimbabwe. Rooyen et al. (2012) concluded 

that the promotion of microfinance does not provide customers the ability to service their 

loans nor does it instill discipline to avoid funds being diverted for other reasons, which 

eventually lead to high levels of poverty and increased debts. Rooyen et al. recommended 

that policy makers should ensure laborious appraisal of experimental programs before 

rollout to minimize the dangers of doing more harm when the loan is not properly 

utilized. 
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Angaine and Waari (2014) conducted a research in Meru County in Kenya. The study 

was set to examine the factors influencing loan utilization and loan repayment by Micro-

finance customers within Meru Municipality. The target population was 39 loan Officers 

and 5280 registered MFI customers with a sample size of 360 respondents from 

registered group members.  The study established that several factors influenced loan 

utilization and repayment such as the borrower’s education level, hobbies and interests 

determining their priorities, number of dependents, and individual’s character. The study 

concluded that there are several factors influencing the way loans are utilized and paid. 

The borrowers character, their businesses and the manner in which lending institution 

assess the borrowers suitability of the loan product. Broadly, the study commends that the 

all stakeholders including government should guarantee that prospective financial 

borrowers will be enhanced with formal education and training on business management 

and financing.  

Njoroge et al. (2014) did a research on how to improve proper utilization of the WEF in 

particular rural areas in Kenya. A total of 3695 women in business comprised the target 

population of the study, who emanated from the various rural places, which included; 

Rongai, Lugari, and Muhoroni constituencies. The sample population obtained was 340 

women entrepreneurs. In recognition that the Kenyan woman had been marginalized and 

could not easily access funding, the government introduced the WEF to provide alternate 

ways of easily accessing affordable financial service.  

Despite government efforts, most businesswomen encountered challenges in utilizing 

their loans and even had difficulties in repaying the loans. The study noted that lack of 

proper education led to low management skills, lack of entrepreneurial exposure, 
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networking and marketing skills, which definitely influenced WEF utilization and loan 

repayment. From the findings, it was recommended that women applying for loans 

should have attained a certain level of education, should be trained to be business 

entrepreneurs, enhance their networks and adopt market driven approaches to improve 

the business performance so that they acquire ability to repay WEF loans. 

Abala (2013) conducted a research on the effect of microfinance loans on poverty 

reduction in Kenya. The case study was on K-Rep Bank and the main objective was to 

identify the effectiveness of microcredit and its challenges. The sample size made up of 

four groups of K-Rep bank clients within the Kawangware and Kibera areas, and the 

number of respondents selected was 40 with a sample of 10 from each of the 4 groups. 

The study revealed that MFI’s in spite of their importance, they encounter several 

challenges; key among them is loan defaulting by customers and loan utilization. The 

report concluded that clients should be trained in skills that can enhance their capability 

to manage the businesses efficiently and utilize the loan appropriately. This can be 

accomplished by the MFIs’ credit officers because all clients have varying knowledge 

gaps, and a thorough evaluation should be conducted identifying areas of development 

that the borrowers require further skills.  

From the various empirical studies that had been reviewed, there seemed to be evidence 

of a co-relation between financing and socio-economic change and so the researcher aims 

to find out the impact of microfinance loans to the women living in Kiganjo informal 

settlement influencing their social and economic status. 
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Conceptual Framework 

The conceptual model shown in Figure 2.1 guided the current study. Given the argument 

that microcredit has had a positive impact on the borrowers, the following figure explains 

the general perception of the impact of the microcredit loans on women’s well-being.
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Source: Author (2021) 

Discussion 

A conceptual framework guides a study, first it identifies research variables clarifying 

the relationship among the variables and “sets the stage” for presentation of the 

specific research question that drives the investigation (Wulandari, Sa’dijah, As’ari, & 

Rahardjo, 2018). The conceptual model represented in Figure 2.1 articulates the 

linkages between the independent, intervening, and dependent variables of this study. 

The framework shows that the independent variable is microfinance operationalized 

as ease of accessing loans and investment in business. When the women borrow from 

the microfinance institutions, they aim to improve their lives, thus, their primary focus 

is to invest in business. For their businesses to improve, it matters a lot what the 

women do with the borrowed money in their operating environment.  

Enabling business environment 
-  Security in the environment 
- Favorable loan policies 
- Education on loan utilization 
- Saving culture 
- Good record keeping 
- Proper loan utilization 

Microfinance 

- Easy to access loans 

- Investment in business 

Better Quality of Life 
- Improved business growth 
- More children access education 
- Better nutrition 
- Better access to healthcare 

- Quality housing 

Intervening Variables 

Independent Variable  Dependent variable 

Figure 2.1: Conceptual Framework 
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From the framework, for any change to be experienced in the women’s well-being 

offering better quality life, the independent variable is influenced by the intervening 

variable, which is an enabling business environment. Therefore, for women to borrow 

from the MFI’s, the lending policies must be favorable to the women, training done 

before and after borrowing the loan on issues regarding how to repay a loan, loan 

utilization, record keeping and how to save. For their businesses to flourish, security 

concerns need to be addressed because it is only in a secure environment will 

businesses thrive, since they can enjoy some form of peace to operate their 

businesses. The framework set to establish whether the intervening variable has an 

effect on the relationship between the independent and the dependent variable. 

The dependent variable was better quality life operationalized with; enhanced 

business, children accessing education, improved nutrition, better healthcare and 

quality of housing. Once the women’s business’ is enhanced and improves, implying 

they can pay for their children’s education, they can afford better nutrition, better 

health care and can improve on the quality of housing. The framework suggests the 

existence of a direct relationship between microfinance and better quality life as 

articulated in the review of general and empirical literature. The framework succeeds 

in linking various aspects that determine the success of the women borrowers. The 

study will assess the relationship between access to microfinance and the socio-

economic impact on women living in informal settlements. 

Summary 

This chapter presented a literature review on both empirical and theoretical picture of 

the study focusing on socio-economic effects of microfinance on women living in 

informal settlements. The review was important to help the study appreciate studies 
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that existed on the selected variables. Theories that guided and formed the backbone 

of the study were described in detail. The main theories that the study was anchored 

on were; Grameen group lending theory and loan utilization theory. The chapter 

further highlighted the review of the conceptual relationship between the study 

variables. A conceptual framework reflecting the relationship among the study 

variables was schematized along the arguments in the literature. The next chapter 

presents the research methodology. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

Introduction 

Research involves conducting out a systematic inquiry or an investigation of a given 

occurrence following some logical order and the main purpose of research is to 

discover new knowledge (Mugenda & Mugenda, 2008). There are two main kinds of 

research methods, namely; quantitative - the numerical data like questionnaires, and 

qualitative - non-numerical data like interviews (Mugenda & Mugenda, 2008). This 

chapter deliberates the various research strategies that were applied in the study. The 

section was divided into research design, which focuses on the general design of the 

study, a description of the study population, target population, sampling techniques 

that were applied as well as data collection instruments. This section further explored 

a pretesting procedure, the data analysis plan, and ethical considerations that ensured 

the respondents’ confidentiality was well taken care of. 

Research Design 

Research is the manner in which data is collected, analyzed, and structured in order to 

meet research objectives through empirical evidence. Research design on the other 

hand is the plan and structure of investigation that provides answers to research 

questions (Cooper & Schindler, 2007). This study adopted a descriptive survey 

research design. According to Orodho (2003), descriptive survey research design does 

not control or manipulate variables for events to happen. Mugenda and Mugenda 

(2008) referred to descriptive study as the kind of study that is carried out to generate 

information or features about a given experience. It can be applied when the intention 

is to describe the phenomenon of given events or circumstances, approximate the ratio 
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of people who behave in certain ways and to make exact predictions (Saunders, 

Lewis, & Thornhill, 2009). Therefore, descriptive survey research design was relevant 

to this study because it attempted to describe women’s well-being as a result of 

borrowing loans from MFI’s. 

Population 

Population is a set of individuals, objects or items from which samples were taken for 

measurement and had at least one thing in common (Mugenda & Mugenda, 2008). 

This study took place in Kamenu Ward, Kiambu County, which is a 40 square 

kilometer County Assembly Ward that is densely populated with Kiganjo informal 

settlement, comprising of eight villages, namely: Kiangombe, Kiganjo, Jua Kali, 

Ngamia, Gachagi, Broadways, Avena, and Muthaiga. Kamenu Ward has a total 

population of 74,149 (Kenya National Bureau of Statistics [KNBS], 2009). However, 

the study population comprised of 2553 women from Kamenu Ward area who had 

borrowed loans. 

Target Population 

The target population is the entire cluster of individuals to which we are intending to 

apply research suppositions (Kazerooni, 2001). The target population for this study 

came from Kiganjo informal settlement and specifically women who had borrowed 

from the microfinance institutions for the last 5 years. From the financial institutions 

records (Equity Bank and KWFT Bank), only 250 women from Kiganjo village were 

repeat borrowers for the past 5 years. The study targeted Kiganjo village because 

according to the bank records, there were several women who had borrowed and 

repaid loans from this area, which is densely populated. The target population, 
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therefore, consisted of 250 women from Kiganjo village who had consistently 

accessed loans from microfinance institutions. 

 

Sample Size 

A subset of a particular population is referred to as a sample and it is meant to be a 

fair representation reflection of the whole population to be studied (Mugenda & 

Mugenda, 2008). Equity Bank and KWFT Bank ware cluster sampled. According to 

Mugenda and Mugenda (2008), a formula considering a percentage of between 10 to 

30 percent of the target population was employed. From the available records, Equity 

bank had 100 women and KWFT Bank had 150 women who were repeat borrowers 

for the last 5 years and therefore the sampled 75 women (30% of the target population 

of 250). Equity Bank proportional sample was 30 (100/250 X 75) while that of KWFT 

bank was 45 (150/250 X 75) women borrowers.  

In addition to the sampled 75 women, additional two focus groups and 8 key 

informants were interviewed to authenticate the information given. Each bank had a 

focus group discussion made up of eight women per group and were not part of those 

given the questionnaire. The key informants comprised of two credit staff per 

microfinance institution, two local administrators, and two opinion leaders. The 

sample comprised 75 women who were repeat borrowers for the last 5 years, 16 

women borrowers (8 per bank) for the focus group discussions and 8 key informants 

making the total sample size to be 99. 

Sampling Techniques 

Sampling technique is about formulating a procedure of selecting the subjects to be 

included in the sample and there are various techniques that can be employed 
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(Mugenda & Mugenda, 2008). This study employed multi-stage sampling techniques, 

which are three techniques; cluster sampling, proportional random sampling, and 

simple random sampling. Cluster sampling entails choosing an intact group, similar in 

characteristics (Mugenda & Mugenda, 2008). The researcher used cluster sampling to 

select two microfinance institutions, which were; Equity Bank (K) Ltd and Kenya 

Women Finance Trust (KWFT). Thereafter, proportional random sampling was 

employed to arrive at the number of women groups selected from each microfinance 

institution. Simple random sampling was used to cherry pick the participants and one 

official in each group. On small pieces of paper the researcher wrote numbers 

equivalent to the desired number of women, mixed the papers in a small box and then 

selected the required members and an official per group. This method reduced any 

biasness and certified that each member had an opportunity of being represented in 

the sample. From the groups selected during the proportional random sampling, one 

of the groups per bank formed the focus group discussion. The key informants were 

community opinion leaders who became targeted respondents, as they were deemed 

knowledgeable about the issues under investigation for which they were directly 

responsible.  The responses from the focus group discussions, bank officials, and key 

informants built into and complement the questionnaires.  

Data Collection Instruments 

Three primary data collection instruments were used in the study to collect data. They 

were as discussed in the subsequent sub-sections.   

Questionnaire 

Questionnaires are often employed to get crucial information and are analyzed to 

address a specific objective or research question that relates to the purpose of the 
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study. There are two main options of questions in use, that is; structured and 

unstructured questions, also commonly referred to as closed-ended and open-ended 

questions respectively (Mugenda & Mugenda, 2008). This study employed both 

categories. The questionnaires employed the Likert type of scale to rate the varying 

categories in the closed-ended questions. The questionnaire had background questions 

regarding age, education, marital status, details about the group membership, and 

questions related to their revenues and income, savings, and working capital. 

Interview Guide 

An interview is an opportunity to administer the questionnaire and therefore best 

facilitated face-to-face encounter. To acquire accurate information, a researcher ought 

to establish a relationship with the respondent prior to conducting the interview 

(Mugenda & Mugenda, 2008). In this study, an unstructured questionnaire was used 

to conduct the interview and aimed at getting additional information not captured in 

the structured questionnaire. 

Focus Group Discussion Guide 

The FGD is a qualitative research method in social sciences where the moderator asks 

unstructured questions to elicit responses among participants generating a discussion 

(Ping, 2008). For this study, the session was conducted on an interview basis and 

aimed at addressing the study objectives, to acquire appropriate additional 

information that complemented the questionnaires, generating information that relates 

to the purpose of the study. 

Types of Data 

Both primary and secondary data were employed. Primary data was obtained through 

questionnaires administered to specific women in the sampled women groups, focus 
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group discussions, and interviews with the independent key informants. Secondary 

data was accessed from journals, bank reports, and previous scholarly work to give a 

good background and context for the study. Further, secondary data was acquired 

from both banks, Equity Bank and KWFT. The data, which was both qualitative and 

quantitative in nature, was used. Both qualitative and quantitative data was used for 

comparison reasons to validate information and gain deeper insights or knowledge. 

Quantitative data was derived through questionnaires while the qualitative data was 

obtained through interview guides on the opinions of the key informants interviewed 

and focus group discussions.  

Data Collection Procedures 

Data collection procedures are about how the information is collected from the field 

(Lederman & Lederman, 2015). To start with, the researcher sought clearance from 

the Daystar Ethics Review Board (DERB), National Council of Science and 

Technology (NACOTSI), and from the local administrative office. The researcher 

considered the time when the groups met in order to arrive at an ideal time to visit the 

groups during their weekly meetings. A further consideration was the convenient time 

to conduct the interviews with the key informants. Both primary and secondary data 

was obtained and used for the study. The primary data for the study was obtained 

using structured questionnaires (Appendix A), interview guides (Appendix B), and 

focus group discussions guide (Appendix C). The researcher used self-administered 

questionnaires for the women who were literate and employed two research assistants 

for women who were illiterate. The questionnaire contained a Likert scale and open-

ended questions that were developed in line with the objectives of the study. 
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The researcher explained the nature and purpose of the study in the first visit and 

requested for a future appointment. In the subsequent visit, the researcher joined the 

group immediately after their meeting to do the sampling and administered the 

questionnaires. For increased accuracy, the researcher was present throughout the data 

collection period and therefore got a chance to clarify any issues that arose.   

For the focus group discussions and the key informant interviews appointments were 

sought and fixed, and interviews were conducted by the principal researcher on the 

agreed time and place. This was useful in generating more information to confirm 

accuracy and provide qualitative data to supplement the quantitative data from the 

questionnaires. The researcher equally used secondary data such as journals, 

government reports and previous scholarly work for the purposes of comparison. 

Pretesting 

Pretesting entails mimicking or simulating the real data collection process albeit on a 

small scale so as to pick out practical challenges with regard to data collection 

instruments, sessions, and methodology an opportunity to see what questions work 

well and what questions can be eliminated and what needs to be added (Hurst et al., 

2015). According to Fink (2002), a trial run sample should be 10 percent of the 

sample size. From the neighboring Kiandutu village, which is an informal settlement, 

a total of 9 respondents were selected for pretesting which was 10% of the sample 

size of 91 women who have borrowed.  

Using random sampling to select group members, the questionnaire was subjected to a 

thorough examination by pretesting one group consisting of an average of 9 members 

(8 members and 1 official). The key informants were two bank officials (one per 

bank), an opinion leader and an administration person. Unclear questions and any 
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other gaps found in the tools of data collection were appropriately addressed. 

Kiandutu village being adjacent to Kiganjo village shares the same environment with 

similar socio-economic characteristics with the study area and was a good pretest area 

to test the effectiveness of the research tool. Likewise, the pretest enabled the 

researcher to get conversant with the social dynamics in the study area and facilitated 

the revision the questionnaire and interview guide.  

Data Analysis Plan 

Data analysis is the systematic process of applying statistical techniques to describe, 

illustrate, condense, recap and evaluate data (Vichi, Gaul, Okada, & Weihs, 2014). 

Quantitative data was obtained through questionnaires and analyzed by descriptive 

analysis. According to McDanile and Gates (2001), descriptive analysis is the 

transformation of raw data into tables, charts, and graphs with frequency distribution, 

mean, and measures of dispersion and percentages, which are a vital part of making 

sense of the data. Data was analyzed using descriptive statistics of mean scores to 

analyze Likert-type of questions and percentages were used to analyze open type 

questions. Once analyzed, data was presented using graphs or statistics that generated 

numerical data. To ensure easy analysis, the questionnaires were pre- coded according 

to each variable of the study.  

Qualitative data was obtained through interview guide with key informants and focus 

group discussions. The collected field data was reviewed taking note of the diverse 

contributions by the members and arranging the information gathered in a systematic 

way. To establish a pattern, the researcher combined broken down information into 

varying categories and established the relationships among these groupings. From the 

categories, common themes were derived. From the distinct categories and themes, 
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thereafter, the feedback that was gathered was coded into themes looking for insights 

on how themes of data were related, data was evaluated and analyzed to determine the 

validity of the information provided agreed with the quantitative data. The qualitative 

data complemented the quantitative data by gathering independent and additional 

information that was triangulated to make the study findings more concrete. The 

researcher attempted to establish patterns, trends and relationships from the 

information gathered. 

Ethical Considerations 

Before commencement of the data collection exercise, a letter of introduction from 

Daystar University, an ethical clearance certificate from Daystar Ethics Review Board 

(DU-ERB), and a research permit from NACOTSI were obtained. Also, permission 

was sort from the local administrative office and the management of Equity Bank and 

KWFT before carrying out the research.  

The researcher maintained a high level of confidentiality of the respondents before, 

during and after conducting the research. The researcher engaged the respondents and 

debrief on the nature and significance of the research and that their participation was 

on voluntary basis.  

While meeting the research expenses and providing refreshments, any gifts or tokens, 

the researcher upheld integrity and did not engage in unethical behavior like 

corruption. The researcher also took care to ensure that the culture of the people of 

Kiganjo village was respected during the study and that the respondents were not 

negatively affected by the research. 
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Summary 

This chapter presented the various methods that were adopted to conduct this study so 

as to answer the research questions raised in chapter one. The chapter is organized as 

follows: the research design, data collection, population, sample size, reliability and 

validity and data analysis. The next chapter presents, analyze and interpret data. 

CHAPTER FOUR 

DATA PRESENTATION, ANALYSIS, AND INTERPRETATION 

Introduction 

This chapter entails data presentation analysis and interpretation of the findings. The 

analysis was conducted using descriptive statistics and presented using chart and 

tables. The data presentation includes results on response rate, background 

information and results based on specific objectives of the study.  

Analysis and Interpretation 

Response Rate 

The study administered 75 questionnaires on the sampled respondents, conducted 8 

interviews, and 2 FGDs. Out of the 75 questionnaires that distributed to the 

respondents, 69 were dully filled and returned, while 6 were not completed and some 

were never returned. Therefore, the response rate for the questionnaires was that was 

achieved was 69(92%). The also researcher successfully conducted all the interview 

and FGDs. According to Mugenda and Mugenda (2008), a response rate of 40% and 

below is considered unreliable whereas that of 50% and above is considered adequate 

for analysis and reporting in a descriptive study. The response rate for this study was 
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92%, which was considered adequate for reporting and drawing conclusions given 

that it exceeded the critical 50% value.  

Socio-Economic Characteristics of the Respondents 

This section presents the background data of the respondents. The information 

included age bracket, the women’s education attainment, marital status, women 

groups visited, and the reasons for joining the groups. The section further explores the 

frequency of the meetings, whether family responsibilities affect group participation 

and finally the preferred microfinance services. The study used percentage and 

frequencies in analysis of background information. 

Age Bracket 

The study sought to establish the age distribution of the respondents as a key 

component of revealing the age categories of women participating in economic 

activities. Table 4.1 shows the findings on the age distribution of the respondents.   

Table 4.1: Age Profile of Respondents 

Age Frequency Percent 

Below 20 years 1 1.4 
30-40 years 35 50.7 
40-50 years 19 27.5 
Over 50 years 14 20.3 

Total 69 100 

 

Findings presented in Table 4.1 indicate that some of the respondents at 35(50.7%) 

were aged between 30-40 years, 19(27.5%) were in the age bracket between 40-50 

years, while 14(20.3%) reported to be 50 years old and above. However, the 

remaining minority at 1(1.4%) indicated to be aged below 20 years. The finding 

implies that most of the borrowers were above 20 years of age who are considered as 

adults and permitted by law to transact business including borrowing money from 

financial institutions since these age group is viewed as being capable of making 
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decisions for themselves. This finding could also have the implication that since most 

of the respondents were of mature age, they were better placed to understand poverty 

dynamics and strategies in addressing the same. 

Marital Status 

The study explored the respondent’s marital status, as the study took note of the fact 

that the respondents’ marital status played a fundamental role in understanding their 

socio-economic dynamics. The results were as presented in Table 4.2    

Table 4.2: Marital Status of Respondents 

Marital Status Frequency Percent 

Single 18 26.1 
Married 46 66.7 
Widowed 5 7.2 

Total 69 100  
 

From Table 4.2, the data shows that 46(66.7%) respondents were married, 18(26.1%) 

were single, while 5(7.2%) were widowed. The imply that married women were the 

main participants in the groups. This could point out to the fact that married women 

participate in various activities that will generate income to supplement their 

husbands’ income. Further, it could imply that their husbands provided a helping hand 

in their economic endeavor’s which enabled them to repay and continue borrowing. 

Level of Education 

The study took into consideration the education attainment of the respondents to 

assess their financial knowledge and understanding of loan contracts. The results are 

presented on Table 4.3. 

Table 4.3: Level of Education 

Level of Education Frequency Percent 

Above Secondary 21 30.4 
Secondary 23 33.3 
Primary 16 23.2 
None 9 13 

Total 69 100 
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The findings from Table 4.3 indicated that 23(33.3%) of the respondents had 

secondary level of education, 21(30.4%) of the respondents had attained above 

secondary level of education and 16(23.2%) of the respondents had acquired primary 

level of education while 9(13%) had no any form of formal education. The findings 

imply that highest level of education was not a condition to borrow from MFI’s, since 

women with various levels of education had equal chances of borrowing and 

participating in income generating women group activities. However, those with 

secondary level of education and above were the many, possibly implying that this 

being a zone near an urban area, literacy rate could be high in Kamenu ard, Kiambu 

County. 

Monthly Income 

The study set to establish the individual level of income that each woman acquired 

from her business venture to gain an understanding on the financial capability and 

need for support. The frequency figure adds up to 85 on the strength that some women 

had beyond one source of income. Table 4.4 presents a range of their monthly 

income. 

Table 4.4: Monthly Income Range 

Monthly income level Frequency Percent 

Below 5000 5 6.3 
6000-10000 9 11.3 
10000-15000 36 45 
Above 15,000 30 37.5 
Below 5000 5 6.3 

Total 85 100 

 

Table 4.4 shows the highest monthly income range was Kshs 10,000-15,000 at 

36(45%), followed by those who earned above Ksh 15,000 at 30(37.5%) , then 

between Ksh 6,000 – 10,000 at 9(11.3%), while 5(6.3%) indicated below Ksh 5,000. 

Some women had diversified income and had more than one income stream, which 
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brings the total number to 85 as opposed to the sampled 69 individuals. The results 

show that women were engaged in micro income generating activities that were 

simple, within their means and required minimum resources to manage and limited 

period of time.  

Line of Business 

The study examined the type of businesses set up by the women in order to measure 

how income-generating activities interpreted to any economic or social change as 

presented by Table 4.5. 

 

 

Table 4.5: Line of Business 

Line of business  Frequency Percent 

Salon 17 21.3 
Retail shop 26 32.5 
Vegetable shop 23 28.7 
Selling cloths 5 6.3 
Others 9 11.3 

Total 80 100 

 
The result show that 26(32.5%) and 23(28.7%) of the women engaged in retail and 

vegetable shops respectively, 17(21.3%) ran salon businesses, 9(11.3%) were engaged 

in other business activities not specified, while 5(6.3%) were in the clothing business. 

Some women had diversified income and had more than one income stream, which 

brings the total number to 80 as opposed to the sampled 69 individuals.  From the 

findings, it is evident that women set up small businesses based on the needs of the 

area. This implies low profit margins in their businesses as women encounter 

competition from each other as they have filled the market with similar goods and 

services. 

Women Groups Visited 
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In identifying and visiting the various women groups, the study sought to acquire 

varied and solid information from income generating women groups, and how these 

activities impacted both their social position and their economic status. The 

distribution of the groups visited was as presented in Figure 4.1.   
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Figure 4.1: Distribution of the Women Groups Visited 

 

The results in Figure 4.1 indicate that Kigeche Women Group had the highest number 

at 20 members, followed by Jijenge Women Group with 15 members, then salon 

owners with 14 members. Further, Explorer Youth Group had 12 members, Vision 

Bearers had 11 members, while Karera Youth Group had the least number of women 

with 8 members. The findings imply that the number of women in a group was not a 

determining factor to borrow or even engage in any income generating activity as a 

women group. 

Reasons for Joining Groups 
 
In order to understand why women in Kiganjo village joined investment groups, the 

respondents were asked to state the reasons behind joining the women groups.  The 

findings were as presented in Figure 4.2. 
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Figure 4.2: Frequency Distribution of the Meetings Held per Month 

 
The results presented in Figure 4.2 indicate that 58(84.1%) of the respondents 

reported that they met 3-6 times in a month while 11(15.9%) indicated that they met 

between 0 and 3 times. The results reveal that women were able to attend their weekly 

meetings with minimal challenges. The findings further show that majority of the 

groups met frequently, which implied that they were active and seriously engaged in 

their group activities. The findings further imply that women might have valued the 

weekly meeting moments as they formed sort of a social club where they would share 

their success stories as well as other issues of life. This social sharing is supported by 

one of the participants in the FGDs who revealed that wife battering was one of the 

loan challenges because the women’s work schedule get disrupted by either 

absenteeism or their mental framework being affected hence low yields. The fact that 

they were able to discuss such an emotive issue in public freely indicates that the 

meetings act as a social therapy where women meet and bond as they share their 

problems.  

Family Responsibilities and Group Participation 

The study sought to understand whether family roles and responsibilities such as 

house cleaning, cooking, washing clothes, dropping or picking children to and from 

11 

58 

15,9 

84,1 

0

10

20

30

40

50

60

70

80

90

0-3 times 3-6 times

P
er

ce
n

t 
(F

re
q

u
en

cy
) 

Meeting Frequency 

Frequency

Percent

Daystar University Repository

Library Archives Copy



 

55 
 

school, opening the business outlet, among others affected their  participation in the 

group’s activities. The results are presented in Figure 4.3. 

 
Figure 4.3: Family Responsibilities and Group Participation 

 

The finding show that some women 41(59%) were not hindered by family roles in 

participating in the groups, but a 28(41%) still found it hard to balance between 

family role, business and groups participation. This implied that a big number valued 

the group lending model and sacrificed their business or family time to be available 

but this discipline was yet to be inculcated in all the members, as some of the 

members gave top priority to their family roles or business entity. 

 
Microfinance Services Used 

In the interest of obtaining deeper knowledge on group lending model for women 

groups, the study also sought to shed light on the type of microfinance service used by 

the participants and obtained the information presented in Figure 4.4. 
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Figure 4.4: Microfinance Services Preferred 

 

The results show that KWFT served more women groups in Kiambu County at 

37(54%) as compared to Equity Bank at 32(46%). This could imply that KWFT 

specializes on women customized products more than Equity Bank which serves the 

entire market. KWFT by using their brand name (Kenya Women) is perceived as a 

woman friendly bank hence the numbers (KWFT was started by women professionals 

in 1981, with an aim of reaching out women addressing financial and non-financial 

needs for women) and the brand strongly stands out as a women bank. Equity bank 

may be viewed as a commercial bank that has evolved from a MFI and women may 

shy away from Equity Bank for KWFT. 

Effects of Microfinance on Women’s Wellbeing 

The responses from this section relate to how microfinance loans have affected the 

wellbeing of women in Kiganjo village both socially and economically and 

specifically addressing the four objectives of the study; effects of loans on household 

wellbeing, effects of loans on growth of the business, challenges of utilizing loans 

from MFI’s and strategies for improving loan utilization. The study used percentage 

and frequencies to analyze effects of microfinance on women’s wellbeing. 

Equity Bank 
46% 

Kenya Women 
Finance Trust 

54% 
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Effects of Loans on Household Wellbeing 

The first objective of the study was to examine the effect of loans borrowed from 

MFIs on the households’ wellbeing of women groups in Kamenu Ward, Kiambu 

County. Household wellbeing that were taken into consideration were; food, 

healthcare and education. Table 4.6 presents the study findings on the effects of loans 

on household wellbeing. 

Table 4.6: Effects of Loans on Household Wellbeing 

    SA A   N D SD  Total 

It was difficult to 
feed children before I 
took the loan 

   

33.3% (23) 20.3% 

 
   

(14) 0% (0) 
21.7% 

(15) 24.6% (17) 
100% 

(69) 
             
It was difficult to 
access healthcare 
services before I took 
the loan 

   

17.4% (12) 13% 

 

(9) 
21.7% 

(15) 
40.6% 

(28) 5.8% (4) 
100% 

(69) 
            
Access to 
microfinance helped 
in the education of 
my children 

   

50.7% (35) 8.7% 

 

(6) 0% (0) 
36.2% 

(25) 4.3% 

 
 
 

 (3) 
100% 

(69) 
             

 
From Table 4.6, the results show that 23(33.3%) and 14(20.3%) of the respondents 

‘strongly agreed’ and ‘agreed’ that it was difficult to feed their children before they 

took the loan ,while 17(24.6%) and 15(21.7%) strongly disagreed and disagreed. 

These finding implied that loans from MFIs marginally (53.6%) affected the 

wellbeing of the families in terms of provision of food, and women seem to be able to 

feed their families independent of these loans possibly from their kitchen or offshore 

gardens as Kiganjo village was in a rural area. One of the FGD participants reported 

that, “the loan helped them work hard to pay back the money borrowed. This helps 

them to get more money to feed her family, pay rent and school fees”. According to 

the respondent, the loan helped her household well-being and represented a good 

number of women. 
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The study further sought to establish whether it was difficult to access healthcare 

services before respondents took the loan, and the results revealed that 12(17.4%) and 

9(13%) of the respondents strongly agreed and agreed respectively, 15(21.7%) were 

neutral while 28(40.6%) and 4(5.8%) strongly disagreed and disagreed respectively. 

This finding indicated that 46.4% of the respondents did not rely on the loan to access 

healthcare services implying that the area possibly had healthcare services that served 

them well as a community, while 21.7% possibly utilized the services since they did 

not have an alternative option. A further implication would be that they enjoyed 

public healthcare services that did not have major financial implications. From the 

interview discussions, the respondents stated they rarely borrow for healthcare 

purposes, and especially within the Kenyan set up where people fundraise for medical 

reasons. 

On whether the loan affected children’s education, 35(50.7%) and 6(8.7%) strongly 

agreed and agreed respectively, 25(36.2%) and 3(4.3%) strongly disagreed and 

disagreed respectively. From the FGD’s some respondents said they were keen to use 

the loan money to pay school fees for their grandchildren, while others took up school 

fees loans. From the findings, most the respondents were dependent on the loan to 

finance their children’s education.  

The findings from key informant interviews and FGDs further confirmed that loans 

from MFIs improved wellbeing of women in informal settlements. They mentioned 

that loans helped the women to buy clothes and meet school fees expenses, reduced 

overdependence on their husbands, increased their income and generally changed 

their worth and living standards. One respondent from the FGD stated that, “women 

are now able to feed their children, cloth them well, take them to hospitals and pay 

school fees without asking ‘baba watoto’(the father of the children) for  money.” 
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Similarly, another key informant noted; “women don’t ask for money from their 

husbands” implying that they are financially independent.  

Effects of Loans on Business Growth 

The second objective of the study was to establish the effect of loans on the growth of 

businesses in Kiganjo informal settlement in Kiambu County. The study required to 

examine whether access to microcredit helped the respondents in the growth of their 

businesses and the findings as presented in Figure 4.5.  

 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 4.5: Effects of Loans on the Growth of Businesses 

 
Information presented in Figure 4.5 shows that 50(72.5%) of the respondents strongly 

agreed that access to microfinances helped their business growth, 17(24.6%) 

respondents agreed, while 1(1.4%). Each strongly disagreed and disagreed 

respectively. The findings showed that microfinance loans helped majority of the 

women grow their businesses. This implied that microcredit was a key factor that 

boosted small businesses, subsequently leading to the micro entrepreneurs growing to 

become medium and eventually big in size. It further implied that there was economic 

growth enhancing social status.  
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Majority  of the respondents  agreed that loans led to their businesses expanding with 

some stating that they “started selling Githeri (woman selling cooked maize and beans 

– an African dish) on the road, took a loan and moved to a food kiosk, took capital 

again for a bigger hotel, topped-up again to buy hotel equipment’s ” and another 

respondent said they “started as a vegetable vendor, borrowed and moved to a kiosk, 

topped-up again to transit to a retail shop with a Kibanda (stall) for vegetables.     

 
 Most FGD participants revealed that loans from MFIs had improved their businesses. 

Respondents who participated in Key informant interviews also agreed that loans had 

led to business growth for women who had borrowed from MFI’s. One of the 

interviewed local administrators who was a KI noted, “The women have improved 

their businesses. Like ‘mama githeri’ (woman selling cooked maize and beans – an 

African dish) now has a kiosk outside our post, she has good food”. Another 

respondent noted, “Businesses have grown, women now own rental houses, ‘boda 

boda’ (motorbike used commercially to ferry passengers), Tuk Tuk, and biashara 

kubwa, wamama wamesonga (big business, women are ahead).  

Borrowing Expectations 

The study also shed light on whether the lending MFI’s met the expectation of the 

respondents. The respondents were required to address the question in a twofold 

manner; one was a closed question where they were to state yes or no and secondly 

specify the benefits they enjoyed in form of an open-ended question. The results are 

presented in Table 4.7. 

 
Table 4.7: Borrowing Expectations 

 Frequency Percent 

Yes 43 62.3 

No 26 37.7 

Total 69 100 
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Findings shown in Table 4.7 indicated a big number of respondents at 43(62.3%) 

consented that their expectations were met while 26(37.7%) disagreed. The findings 

implied that a large number of women were able to remain focused to their borrowing 

need and applying the funds in a useful manner. 

The women’s borrowing expectations had been met as consented by most of the 

respondents who filled in the questionnaire. Sampled milestones achieved by some 

respondents  revealed  that “got capital to start selling cabbages, today I buy in bulk to 

supply to other people in the market and still own the vegetable stall” another one 

stated “we have bought property together as a group as well expanded individual’s 

businesses”. These comments by the respondents indicated that their borrowing 

expectations were met, and further implied that the borrowing translated to social and 

economic growth, they own assets and businesses expanded. 

 

Loan Utilization 

To assess how well the loan was utilized, the study sought to understand those who 

fully utilized the loan for the intended purpose, as well attain varying ranges for those 

who used the loan for other intentions on top of the initial borrowing reason. Results 

are as presented on Table 4.8. 

Table 4.8: Percentage of Loan Utilized Properly 

  Frequency Percent 

100% 31 44.9  
75-99% 9 13  
50-74% 29 42  

 Total 69 100  

 

Table 4.8 indicates that 31(44.9%) respondents properly utilized their loans on 

intended purposes, 9(13.9%) indicated utilizing well 75-99% of their loans, while 

remaining 29(42%) utilized between 50-74% their loans on intended uses as well as 
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other unintended ones. Some of the intended purposes were; business expansion, 

school fees, business startup, rental houses, purchase of motorbike taxis or even land. 

The finding implied that a big number of the women properly utilized the loans they 

acquired from MFI’s. However a sizeable number diverted funds for other uses not 

initially intended such as weddings, school fees, funeral expenses, medical 

emergencies, cultural ceremonies and building savings in other women groups to 

borrow.  

The finding further points out that women shied away from revealing some of the real 

reasons why they were borrowing as stated by one respondent “trust our history and 

don’t ask for many statements, if the loan reason is school fees, give us cash because 

it causes us to lie the real reason since a bankers cheque is given to schools’. From the 

FGD’s, one of the groups felt that they had other needs to meet besides the loan need 

while a respondent from another  FGD  stated that “ they cannot allow a grandchild be 

sent home for fees when they have some money”.  

Duration for Loan Utilization 

The study also set out to establish the duration it took the women to utilize the loan 

they had applied for from MFI’s, in an endeavor to try and establish if the borrowings 

were long term or short term. Table 4.9 indicates the duration of how long it took 

women to utilize loans acquired. 

Table 4.9: Duration it took Women to Utilize a Loan 

 

 

 Frequency Percent 

Less than 1 week  11 15.9 
1 to 2 weeks  24 34.8 
2 to 3 weeks    3 4.3 
3 to 4 weeks    1 1.4 
Above 4 weeks 30 43.5 

Total 69 100 
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The results presented in Table 4.9 point out that 30(43.5%) took them above 4 weeks, 

24(34.8%) indicated it took 1-2 weeks, 22(15.9%) showed it took them less than 1 

week while 3(4.3%) indicated it took 2-3 weeks. The study disclosed that many of the 

respondents utilized their loans in less than 4 weeks. From the interactions and 

discussions held, the respondents who utilized money the first week used it for paying 

school fees, those who utilized the loan by the second week used it for business 

startup or expansion while some of those who went above four weeks used the money 

for constructing rental houses and others purchasing land. The findings implied that 

the needs for borrowing were not long term, but were for basic consumption, short 

term and possibly very low amounts of money.  

Duration of Borrowing 

The study was to determine how long the respondent had been borrowing from their 

respective MFI’s. This was to confirm that the study was dealing with women who 

were repeat borrowers and for how long. The results are shown on Table 4.10.  

Table 4.10: Duration of Borrowing 

 Frequency Percent 

5 to 6 years 23 33.3 
7 to 8 years 5 7.2 
9 to 10 years 36 52.2 
11 years 3 4.3 
Above 12 years 2 2.9 

Total 69 100 

 

The results show that 36(52.2%) of the respondents had borrowed between 9 and 10 

years, 23(33.3%) indicated they had borrowed between 5 and 6 years, while 7.2% had 

borrowed between 7 and 8 years. From the interview, all the respondents pointed out 

that they borrowed, repaid their loans and borrowed again because they appreciated 

that the loans helped them address their diverse needs. Some two respondents from 

Jijenge Women group said “we got money to start the business, did a top-up to 

increase stock, topped-up again to supply fruits in a boarding school” and “ bought 
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equipment’s with the latest loan and before that took loans for the Mpesa business, the 

salon and the vegetable shop”. One of the key informants stated that “women are 

doing many businesses like salon, market vendors, selling fish, food, clothes, shoes 

and they are doing well”.   The long duration of borrowing  implied  that  loans were  

of  great  benefit  to  women  groups  in Kiganjo informal settlement. 

Frequency of Borrowing 

Having sampled women who had borrowed over 5 years, the study sought to further 

understand how many times respondents had borrowed loans from MFI’s, in order to 

ascertain that indeed these women were repeat borrowers. Table 4.11 presents the 

frequencies in borrowing. 

Table 4.11: Frequency of Borrowing 

Borrowing Duration Frequency Percent 

Once 3 4.3 
4 times 21 30.4 
5 & above 45 65.2 

Total 69 100 

 

The finding show that 45(65.2%) indicated they had borrowed 5 times and above, 

21(30.4%) indicated that they had borrowed 4 times while 3(4.3%) indicated they had 

borrowed once. The results presented show the possibility of the banks 

accommodating the women groups suggesting they were better in repaying their 

loans. Interview with bank officials as key informants confirmed that the women 

groups were a good target market explaining why banks would lend to them several 

times. A respondent who had borrowed more than five times said “repeat borrowing 

enabled me buy 6 Bodabodas (motorbike used commercially to ferry passengers), 

next borrowing will be for Tuk Tuk taxi”. Further findings indicate that most women 

were repeat borrowers, and the consistency in borrowing implied the women 

benefitted from the loans.  
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Increased Growth in Savings 

The study enquired from the respondents whether business growth attributed to 

improved savings. The aim was to find out if the women got inculcated into a savings 

culture as much as they borrowed, so that the study can bring out a holistic view on 

any economic impact.  The results on increased savings are as shown in Figure 4.6. 

 

 

 

 

 

 

 

 

Figure 4.6: Increased Growth in Savings 

 

Findings in Figure 4.6 shows that 43(62.3%) of the respondents strongly agreed that 

there was increased growth in savings, 8(11.6%) agreed, 16(23.2%) disagreed while 

2(2.9%) strongly disagreed. The outcome shows that a big number of the women 

managed to increase their savings but a few women never got to change their savings. 

One of the respondents stated, “We bought three Tuk Tuk taxi’s with different loans. 

Savings from the Tuk Tuk business has bought a boda boda” (motorbike used 

commercially to ferry passengers)”. From the salon owners’ group, a respondent 

stated that they acquired “discipline in savings’ while another respondent in the same 

group pointed out that they got “interest to save more”. The finding suggests that the 
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growth of the business resulted in increased saving among the women groups in 

Kiganjo informal settlement. 

Challenges of Utilizing Loans from MFI’s 

The third objective of this study was to establish some of the perceived common 

challenges of utilizing loans from MFI’s by women groups in Kiganjo informal 

settlement. Each responses has been discussed separately because this is a major focus 

of the study understanding the challenges on utilizing loans from MFI’s and does it 

interpret to any social-economic change. The results are shown in Table   4.12. 

Table 4.12: Challenges of Utilizing Loans from MFI’s 

    SD D   N SA A  Total 

Diverting funds 
   

29.4% (20) 16.2% 
 
(11) 0% (0) 

48.5% 
(33) 5.9% (4) 

100% 
(69) 

Delay in payment 
   

13.4% (9) 16.4% 
 
(11) 0% (0) 13.4% (9) 56.7% (38) 

100% 
(69) 

Inadequate loan 
   

3.2% (2) 1.6% 
 
(1) 0% (0) 29% (18) 66.1% (41) 

100% 
(69) 

Limited grace period 
   

14.1% (9) 
 

25% (16) 0% (0) 50% (32) 10.9% (12) 
100% 
(69) 

Corrupt officials 
   

6.2% (4) 47.7% 
 
(31) 13.8% (9) 

27.7% 
(18) 4.6% (3) 

100% 
(69) 

Fines and penalties 
   

7.7% (5) 
 

40% (26) 13.8% (9) 
30.8% 
(20) 7.7% (5) 

100% 
(69) 
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Figure 4.7:  Challenges of Utilizing Loans from MFI’s 

 

The challenges of utilizing loans from MFI’s, according to Figure 4.7 and Table 4.12, 

were; inadequate loans, delay in payment, limited grace period, fines and penalty, 

diverting funds and corrupt officials. Under inadequate loans, the results reveal that 

41(66.1%) of the respondents agreed the borrowed loan amount was inadequate, 

18(29%) strongly agreed, while 2(3.2%) and 1(1.6%) strongly disagreed and 

disagreed respectively. On a score of 0 to 5, inadequate loan amounts registered the 

highest mean score of 4.53 whose results agree with Table 4.12 that insufficient funds 

was the biggest challenge in loan utilization.  

The interview conducted also revealed that the inadequate loans led to diverting funds 

(54.4%) as the women cited that the money given was not adequate to enable them 

participate in a meaningful scheme. One of the respondents commented that they 

needed a “one stop shop in borrowing” supported further by one who said “give what 

is enough to enable one fulfill their need”.  Discussion from the FGD’s indicated that 

once women received loans, they use the money to startup or boost their own 
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individual businesses, purchase plots, motorbikes and pay school fees. The money is 

not enough and the individuals have to top this up with funding from friends, shylocks 

or loans from other sources. The Individual women were dissatisfied with this little 

amount because they often found themselves trapped in the groups, they cannot leave 

the groups as it would mean forfeiting their individual investments whose savings acts 

as collateral. The outcome showed inadequate loan was the major challenge at 

identified 95.1%, that influenced utilization of loans borrowed from MFIs by women 

groups in Kiganjo, because once the money was not enough, funds would be utilized 

in other ways. 

Table 4.12 indicated that 38(56.7%) respondents agreed there was a delay in payment, 

9(13.4%) strongly agreed to the same, 11(16.4%) disagreed, while 9(13.4%) strongly 

disagreed. Figure 4.8 presented delay in payment as the second leading challenge in 

utilizing loans with a mean score of 3.84 on a scale of 0 to 5.   

The results show that there was a delay in payments as disclosed by the respondents 

who confirmed by some stating; “understand when tenants delay payment a bit” 

meaning they relied on their business proceeds to pay. Others felt even if they delayed 

to pay in good time they were still within reach as stated by one respondent who said 

“be patient on payment, we are permanent residents”. Other respondents felt they had 

justified reasons in the delay in payment as some said; “listen to someone when they 

delay to pay and especially when one is unwell. When they get well they will pay” 

and “don’t use threats to collect money. Customers will always pay their loans it is 

just that they get stuck at times”.  Further, one of the key informants from the bank 

said “involving co-guarantors, putting peer pressure on the borrower” alluding to 

delay in payment and so peer pressure would help. Another opinion leader felt that 

banks should engage them because they know the women in the village very well; 
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“some of these women are very well known by us and we know how bad they are in 

borrowing and repaying loans”. The discussions implied that since a reasonable 

number (29.8%) honored their obligation to pay, the MFI’s needed to conduct training 

to educate women borrowers on the need to pay in good time. 

Table 4.12 indicated that 32(50%) of the respondents strongly agreed that the grace 

period was limited, 16(25%) disagreed, 12(14.1%) strongly disagreed, while (9)10.9% 

agreed. As displayed in Figure 4.8, limited grace period ranked third among the 

reasons provided on the challenges of loan utilization, with a mean score of 3.19 on a 

scale of 0 to 5. This was further supported by respondents and sampling a few 

comments, some said “give grace period of 3 months’ while another one stated they 

need “good duration before paying loans”.  

Further discussion with the two women groups, they felt that they began repaying the 

loans almost immediately they are given the money. In some cases the repayment was 

deducted the same week the money was disbursed, meaning the loan funds actually 

serviced the loan. When they enquired from the loan officers, they were explained 

about a repayment date. This explains why one respondent said “for the grace period, 

should be the borrower to give”. The results indicate that the grace period offered by 

the MFI’s does not suffice to give the borrower time to breath and appreciate the 

funding; instead, the women felt the pressure to start repaying the loans instantly. This 

further implies that there exists a training gap to enlighten the women on loan 

repayments.     

On a scale of 0 to 5, Figure 4.8 shows that fines and penalties attained a mean score of 

2.91 emerging as the fourth challenge on loan utilization among the choices provided. 

Table 4.12 indicated the 26(40%) respondents disagreed that fines and penalties was a 
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challenge in loan utilization, 30.8% strongly agreed it was a challenge, 9(13.8%) were 

neutral, while a tie of 5(7.7%) agreed and strongly disagreed. From the interviews 

conducted some respondents requested the MFI’s should “remove penalties” or 

“reduce processing fee, interest rate and penalties”. The results show that fines and 

penalties were viewed with a mixed reaction since some people did not even have a 

stand, others appreciated that they needed to pay for the services provided while 

others advocated for a reduction of the charges. This further implies that all the 

women were willing to pay for services rendered; the amount is what appears to have 

been questionable.   

Findings from Table 4.12 show that 33(48.5%) of the respondents strongly agreed 

diverting funds, 4(5.9%) agreed, 20(29.4%) strongly disagreed, while 11(16.2%) 

disagreed. Among the choices offered in the questionnaire, diverting funds came in as 

the fifth challenge according to Figure 4.8 that presents the mean score as 2.85 on a 

scale of 0 to 5. From the results, slightly over 50% agreed to having diverted funds. 

This was supported by some of the individual respondents who commented about; 

“paying money directly to the intended project” while another respondent said that it 

was good to “do the actual business agreed when applying”.  

From the key informants, the bank officials from both banks raised diversion of funds 

as a concern and said “women divert funds to pay medical bills and school fees” and 

another one said “women divert funds to meet other basic needs, some being at the 

mercy of their spouses who are drunkards”. The FGD’s women voiced out that some 

of them divert funds to meet other needs, while others disclosed that their drunken 

husbands beat them demanding for the loan money, which they do to maintain peace 

in the house. The findings implied that women were not bold enough to declare all 

Daystar University Repository

Library Archives Copy



 

71 
 

their financial needs to the MFI’s and ended up borrowing, knowing too well they 

would utilize the funds for other needs. 

 
The results presented in Table 4.12 displayed that 31(47.7%) of the respondents 

disagreed that the bank official were not corrupt, 18(27.7%) strongly agreed, 

9(13.8%) were not sure and took a neutral position, 4(6.2%) strongly disagreed, while 

3(4.6%) agreed. In Figure 4.8, from among the list of possible challenges on loan 

utilization given, corrupt official was the least reason with a mean score of 2.77 on a 

scale of 0 to 5.  

From the discussions, the women never brought out the issue of corrupt officials, and 

this could be attributed to the fact that the bank official were present during the 

sessions, but respondents filled the questionnaire on the matter on corrupt officials. 

The finding implies that banks have a fiduciary responsibility to conduct continuous 

training to ensure integrity is upheld. Further, the finding implies that bank officials 

are compromised by some borrowers, leading to some customers failing to honor their 

payments and others diverting the loan to other unintended purposes. Because of 

being compromised, the bank official lacks moral authority to ensure compliance. 

Strategies for Improving Loan Utilization 

Finally, the study was to suggest some of the approaches that may be employed to 

improve utilization of the loans from MFI’s by women groups in Kiganjo informal 

settlement. The respondents had multiple answers, which were categorized as nine 

common answers and Table 4.13 presents the various strategies that were suggested.   

Table 4.13: Strategies for Improving Loan Utilization 
Strategies  Responses Percent 

Reduced Interest Rate 29 24.4% 
Remove Many Bank Charges 7 5.9% 
Extend Grace Period 7 5.9% 
Training 20 16.8% 
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Uncorrupt Bank Officials (No payment to bank officer) 4 3.3% 
Bank Visits 5 4.2% 
Quick Process Avoid Events Overtaking 13 10.9% 
Sufficient Funding 27 22.7% 
Others 7 5.9% 

TOTAL 119 100% 

 

Table 4.13 presents the key strategies for improving loan utilization as suggested by 

most respondents with reduction on interest rates taking a lead at 24.4%, followed by 

sufficient funding at 22.7%, training at 16.8%, and quick loan processing attained 

10.9%. Three suggestions each rated at 5.9%, which were; extended grace period, 

banks to review fees charged and others, 4.2% respondents suggested bank visits as a 

follow up strategy, while 3.3% of the respondents suggested uncorrupt bank officials 

who will not ask for commission reducing their loan amount. The leading strategies 

raised by most respondents were reduction on interest rates, sufficient funding and 

training in that order respectively.  

From the FGDs and interviews conducted, many participants suggested a review on 

the interest rates. Reduction of interest on the loans would make payments more 

affordable, making it possible to utilize the loan appropriately, quickly pay back and 

borrow again. This cycle would economically benefit both the women and the MFI’s. 

One respondent stated, “Look into the interest and fees” while another said, “reduce 

interest rates”. From the interviews conducted, the matter on reduction of interest 

rates was discussed in almost all the sessions, implying that the borrowers were 

looking for interventions that would address their plight as women and the pain of 

paying loans at a high interest rate.  

Further findings showed that the respondents suggested sufficient funding as a 

strategy for improving utilization of microfinance loans. Some respondents stated that 

“inadequate funds forces one to borrow elsewhere”, another respondent said “give 
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more money without security and trust one’s behavior” Many respondents felt that 

their payment records, or business records and their account history should be able to 

support enough funding without collateral. One FGD suggested that, “the bank should 

revise the unsecured limit from 500,000 upwards so that we can be able to complete a 

rental room”. This finding implies that insufficient funding was also a major 

challenge facing women and at times the women felt that their bank records should 

support them, because they did not have any form of collateral to offer the MFI”s for 

sufficient funding. 

Whereas women reported receiving loans from MFI’s, the level of training was 

inadequate to enable them effectively manage the funds. Training of loan applicants 

on financial management and entrepreneurship was therefore suggested as a strategy 

for improving utilization of borrowed loans in future.  The study noted that the 

women took loans but ended up spending most of it on other items and especially 

household goods and school fees.  In cases where the women attempted to boost their 

businesses or even startup one, they often failed to achieve any profit due to the 

tendency of setting up similar types of businesses in one area.  This exposed the 

women to internal competition amongst themselves.  The FGD’s, the respondents and 

the key informants felt proper training is needed to enhance diversification of business 

initiatives. That way business would not collapse but maximize on profits. The above 

observations imply that adequate training would enhance the borrowers comprehend 

complex financial information, acquire book keeping skills, handle basic cash flow 

analysis and empower the entrepreneur to making the right decisions.  
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Summary of Key Findings 

1. Study findings showed that loans significantly improved households’ wellbeing 

by enabling the respondents to cater for their household needs such as buying of 

food and clothing, and education for their children. In particular, the loans were 

significant in helping the households adopt measures to improve their wellbeing 

by enabling women meet specific financial needs like fees for their children and 

other subsistence needs for their families. 

2. The study established that majority of the women respondents consented that 

loans from MFIs helped them establish their businesses offering them 

employment and financial independence. Loans borrowed helped in the growth of 

their businesses which led to business expansion leading to economic growth. 

Additionally, loans helped the women start, stock and grow their businesses. They 

are able to maintain good stock for their businesses, which assured continuity of 

the same. 

3. The respondents, key informants and FGD emphasized insufficient funding as a 

major challenge, which leads women to divert part of the borrowed funds and 

utilize it as savings for further borrowing elsewhere, or simply using the funds for 

other purposes. Delay in loan repayment attributed to various reasons, key being 

delayed income and prioritizing other social needs. Moreover, the grace period 

offered by the MFI’s after the loan had been issued was not adequate, as loan 

repayments started too soon. 

4. Strategies that could help in improving utilization of loan borrowed from MFIs by 

women groups in informal settlement included;: review of interest rates to make 

loans affordable enabling the women to quickly pay and borrow again; sufficient 

funding to enable the women accomplish the intended borrowing need; a training 
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need for the women to be trained in financial management and entrepreneurship. 

Though there were several strategies suggested, the finding majors on reduction of 

interest rates, sufficient funding and training as the key strategies for improving 

loan utilization.  

Summary 

This chapter comprised of data presentation, analysis and interpretation of the 

findings. The analysis was conducted using descriptive statistics and presented using 

figures, charts and tables. The data presentation includes results on response rate, 

background information and results based on specific objectives. The study achieved 

all the specific objectives by presenting the findings, interpretations and corroboration 

with previous studies discussed in chapter two. 
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CHAPTER FIVE 

DISCUSSIONS, CONCLUSIONS AND RECOMMENDATIONS 

Introduction 

This chapter comprises of four major sections, which include discussion of the key 

findings, conclusion, recommendations made by the study and finally areas suggested 

for further research. Discussion of key findings has been structured based on the 

research objectives and questions and only major findings were discussed. 

Discussions of Key Findings 

 

Effects of Loans on Household Wellbeing 

This study was guided by four specific objectives. The first objective was to examine 

the effects of loans borrowed from MFIs on the household wellbeing among women 

residents of Kiganjo informal settlement. The study indicated that loans improved 

households’ wellbeing by enabling respondents’ cater for their family needs, like 

purchasing foodstuffs, clothing and educating their children. The loan was significant 

in helping the households adopt measures to improve their wellbeing by enabling 

women acquire access to basic needs for their families. The findings are in  agreement 

with the conclusions of a study  by UN Habitat (2011) in Nairobi, Kenya on 

microfinance, poverty reduction and MDG’s,  which revealed that MFI’s offer 

facilities that meet the essentials of the income-poor, improving on their lifestyle by 

giving them access to food, education for their children, healthcare and decent shelter. 

The fact that the women were able to meet their basic family needs indicated that the 

borrowing had an economic impact as well as a social impact. Economically they 

were able to meet family needs and socially the family was fitting in the society and 
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the women had a voice in the community. This corresponds with the study findings by 

Idolor and Eriki, (2012) in Nigeria who assessed impact of MFI’s towards poverty 

reduction and found that microfinance programs affected people’s economic position 

and social status. Also, the women got the financial muscle that helped them pay 

school fees and ended up educating their children, giving them hope that their future 

was bright. It implied that their children would rise above their current social status 

and even support them in old age. It also pointed out to women social empowerment, 

as they would feel proud that they eventually educated their children. The finding 

further concurs with the views by Irineu (2012) who did a study in Brazil on 

household income as a factor of school enrollment and child labor, and pointed out 

that children from households that access microfinance credit, likely attended school, 

spending more time in school and lowered the drop-out rate by students.  

The outcome showed that loans significantly improved households’ wellbeing of 

women in Kiganjo. This finding agrees with Ablorh (2011) who studied how micro-

finance has had an impact on the social standing and economic position of women in 

Ghana and indicated that microcredit helped the poor people reduce poverty, 

measured by a change in lifestyle, for instance availability of clean water for drinking, 

access to nutritional foodstuffs, the schools the children attended, housing structure, 

fuel used, the type of toilets used and the household items they possessed. Thus, the 

study finding indicated that microcredit significantly improved the wellbeing of 

women. 

Effects of Loans on Business Growth 

The second objective concentrated on analyzing the effects of loans on the 

growth of businesses among women in informal settlements. The finding showed 
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that majority (97.1% of which 72.5% strongly agreed, 24.6 agreed) of the 

respondent endorsed that loan from MFIs enabled their businesses to expand. 

The findings implied that microfinance loans helped majority of the women in 

informal settlements to boost and grow their businesses. The findings support 

conclusions pointed out by Prince and Williams (2018) who did a similar study 

in Ghana on the impact microfinance products has made on small business 

growth, found that microcredit boosts business growth, and greatly influenced 

economic performance in emerging economies. Further, the micro business did 

not only grow, but they also had good stock to enable the women trade 

continuously. This is supported by Ngugi and Kerongo (2014) who researched 

on the impacts of microfinancing and the evolution of SME’s in Mombasa 

County, Kenya and whose study views pointed out that microcredit had 

progressive effects on the development of SME’s, because MFI’s had enabled 

businesses  to expand and had built business assets.  

The women appreciated that their growth in business enabled them engage in 

several other activities like meeting their household needs, contributing 

effectively to the women’s group, participating in weddings, parties, family 

gatherings and cultural functions. The finding agrees with a study done in 

Bangladesh by Aslam (2016) assessing both the social and financial outreach of 

MFI’s and indicated that with microenterprises in the rural areas, women were 

engaged in various businesses and social activities, reducing the challenges they 

faced before where women were viewed as house wives since traditionally it was 

the man’s duty to provide for his family.  
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Microcredit helped women in Kiganjo village establish small scale businesses 

while those that had existing businesses grew and expand their businesses from 

micro to medium enterprises providing employment. This study further backs 

arguments by Kisaka and Mwewa (2014) in their study on the impact of micro-

savings, micro-credit and training on the development of SME in Machakos 

County in Kenya that stated that microcredit contributes to the growth of 

women’s SME’s and this sub-sector was very promising providing employment 

and economic growth. The study implied that microfinance has led to the growth 

of micro entrepreneurs leading to both economic growth and an improvement in 

social status.  

Challenges of Utilizing Loans from MFI’s 

The study additionally sought to establish the challenges of utilizing borrowed loans 

from microfinance institutions by women in informal settlements. The biggest 

challenge identified that influenced utilization of loans from MFIs by the women 

groups was inadequate funding. The interview conducted indicated that the funding 

was insufficient and revealed that as a result, women ended up diverting funds 

because they could not meet their intended objective with the funds given. From the 

FGD discussions, the women stated that they ended up diverting the funds to other 

key area’s deemed necessary such as boosting their savings in another group so as to 

borrow again. The study findings maintain findings by Gupta, (2014) who found that 

biggest problem that women come across in running small businesses was inadequate 

capital, and at times the microcredit received was not adequate for the intended 

business venture forcing the women to change the original idea for other totally new 

plans. Additionally, the outcomes also back a survey done by Gobezie (2010) in his 

study reviewing two microfinance models in empowerment of women in rural 
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Ethiopia that showed that insufficient funding made women divert funds from the 

pledged purpose at an 86% diversion rate, utilizing the loan in other ways. 

The study established delay in loan repayment as a second major challenge in loan 

utilization. From the interview discussions, women delayed to service their loans for 

genuine reasons such as illness or delayed income for example tenants delaying to pay 

rent in good time to the landlord who borrowed to invest in the rental houses. This 

results support indications by Sileshi et al (2012) in their study on reasons that affect 

loan repayment and the performance of small-scale agriculturalists in east Hararghe, 

Ethiopia and results showed massive default and delay in loan repayment had been 

reported among small-scale holders in Kombolcha and Babile districts which exposed 

Development Bank of Ethiopia to a high level of credit risk until the government 

eventually stopped credit provision.  

The findings from the study brought out that limited grace period was a critical aspect 

on loan utilization. The women expressed a concern over the speed at which 

microfinance institutions would recover loan repayments and in some instances, 

recovery was done even before a month was over. Fines and penalties, diverting funds 

and corrupt officials were other loan utilization challenges that women in Kiganjo 

village encountered. This indications support studies done by Busingye et al. (2018) 

who sought to understand the issues that female-headed households in South West 

Uganda  encounter in an attempt to access loan, acquire loans and how they utilize 

this microfinance loan and utilizing microfinance. The study found that there were 

common problems that related to how the loan was utilized, which were: limited grace 

period, a lot group tension amongst the members over the loan repayment, disputes on 

the terms of the loan, fines and penalties and interest rate. Reviewing the discussions 
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held, the study points out that women experienced diverse challenges in the process of 

utilizing their loans, and majority of the women often faced beyond one challenge.  
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Strategies for Improving Loan Utilization 

The final objective was to suggest strategies for improving the utilization of 

loans acquired from microfinance institutions. One of the strategies mentioned 

that could help in improving utilization of loans borrowed from MFIs by women 

groups in informal settlement included reduction of interest rates. The women 

openly expressed that MFI’s offered high interest rates and stifled how much 

they could borrow, even as much as they enjoyed unsecured loans as a benefit. 

This results correlate with a successful case study by Munoz et al. (2015), on 

Malaysian Government programs Amanah Ikthiar Malaysia (AIM). AIM 

targeted female and single mothers from the low-income group in rural areas and 

offered micro-credit at zero interest rate. The women’s small businesses grew 

translating to economic growth with the share of households living below the 

national poverty line moving from over 50 % to less than 1.0 %. Reduced 

interest rates would offer the women a window to either borrow more money, or 

they quickly pay back the loans and borrow again and these cyclical borrowing 

would economically benefit both the women and the MFI’s. 

Another strategy mentioned was sufficient funding which would enable the 

women utilize the loan for the intended reason and not divert funds. Sufficient 

funding would aid the women focus to achieve their intended goals such that the 

growth would rise at an exponential rate. The results supports Bichanga and 

Aseyo (2013) in their study on the sources of loan default within MFI’s in Kenya 

where results indicated that insufficient funding made low income borrowers to 

use the loan amount on other unapproved reasons.  Insufficient funding caused 

women to borrow elsewhere and this generated other problems such as women 

becoming overcommitted leading to a delay in payment, followed by fines and 
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penalties.  The finding implied sufficient funding would enable the women 

achieve their initial borrowing purposes, such that they would service their loans 

effectively as contented microfinance clients.  

A third strategy suggested was training of the loan applicant on financial 

management and entrepreneurship. This conclusion supports Modi and Patel 

(2014) in their study on how microfinances had an impact on rural women 

empowerment in Gujarat, India and they observed training enabled those who 

borrowed to understand complex financial data, manage to keep proper business 

records, analyze their cash flows and therefore make informed business 

decisions. Further, Kaburi et al. (2013) in their study on the role microfinance 

plays in Kenya in eliminating poverty indicated that training on micro savings 

and loan monitoring significantly influenced loan utilization and repayments. 

From the finding, women need to be trained on how to handle loans effectively, 

how to service the loans and how to keep a proper record of their finances. 

Further finding was that the women need to be trained on how to study the 

environment and come up with unique and innovative business ideas so that they 

do not all engage in similar businesses.    

 

Conclusion 

After examining the effects of loans from MFIs on household wellbeing on 

women residents of Kiganjo informal settlement, it is concluded that the coming 

together of women can change them to a recognizable and trusted force that can 

even be lent money by financial institutions. The women in Kiganjo informal 

settlement came together and their organization has become their collateral. It 

can also be concluded that loans improved women’s households’ wellbeing by 
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enabling  respondents’ cater for their family needs empowering the women 

financially, bringing about a notable change in lifestyle. Hence, any investment 

if well managed can transform the investor’s life. 

Poor women have potential and only lack power. If they can be empowered they 

can do great exploits. Women in Kiganjo informal settlement were unable to 

support themselves through a sustainable business. When they accessed loans 

from an MFI, they empowered them to a point of running successful businesses 

that have stock. This has transformed the women’s lives, boosted business 

growth and greatly influenced economic performance in Kiambu County.   

Regarding the challenges of utilizing loans from MFI’s, it can be concluded that 

loans are very essential in economic development but must be adequate to meet 

the intended borrowing need. The interest charged on them should be favorable, 

so that they are not a burden to the borrower. Hence the need to charge 

manageable interest rates while the borrower ensures to honor their obligation to 

pay for their loan as required. 

Relating to the strategies for improving loan utilization, training was 

recommended as a critical strategy for improving utilization of loans from 

MFI’s. Most people start businesses because they have to meet their needs and 

sometimes copying others and hence without the necessary training. Providing 

knowledge and skills to business women enhances their capacity and hence 

make them lead successful businesses.  This is evident in Kiganjo where women 

of this informal settlement begun businesses without training and when an MFI 

trained them, their businesses took a better turn, they were able to pay for their 

loans on time and manage their limited financial resources in a better way.   
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Recommendations 

From the above exploration, the study made the following recommendations: 

1. The study recommends that the government and non-governmental 

organizations should consider offering grants to MFI’s who have the 

structures and capacity to offer cheap loans, enabling them to socially and 

economically transform lives of women living in informal settlements. This 

is because the study noted women who took loans were able to improve 

their lives, and there was evident business growth, besides being in line 

with the vision 2030 agenda on poverty eradication and women 

empowerment.  

2. One of the findings of the study was that most women received loans lower 

than what they applied and could not meet their obligations resulting to a 

shortfall hence not adequately bridging the intended gap. That MFIs should 

work together with the women groups to ensure that they offer adequate 

funds for the purpose requested for, to enhance the growth of their 

businesses.  

3. That financial institutions working closely with the regulator, should offer 

women microfinance loans at a reduced interest rate to cushion them from 

very small profit margins. The small margins are occasioned by the type of 

businesses they are engaged in and further exacerbated by stiff competition 

since most of them run the same type of businesses. 

4. That MFIs should consider organizing training programs on financial 

management and business entrepreneurship. The study revealed that 

women lacked proper knowledge on how to manage their finances and keep 

business records, yet they had loans to repay. They also lacked unique 
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business ideas and ended up doing similar businesses intensifying 

competition even amongst themselves. 

Recommendations for Further Research 

The purpose of this study was to assess the socio-economic effects of 

microfinance loans on the women’s wellbeing in Kiganjo, Thika sub-county, 

Kiambu County in Kenya.  Though the study concentrated on addressing social-

economic effects of microfinance loans in one Sub County in Kiambu County, a 

further study is deemed necessary in other rural informal settlements to establish 

and confirm the social-economic effects of microfinance loans on women and 

bridge the contextual gap.  

Future studies should examine the impact of training low income women on 

financial management and entrepreneurship, with the main focus being the 

transformation that such training would bring on board, adding value to both the 

microfinance institutions and the business women.      

Another r research could also be done focusing on the social economic impact on 

women’s wellbeing in informal settlements with loans from either the 

microfinance institutions or commercial banks. 
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APPENDICES 

Appendix A: Questionnaire for Women Groups Introduction 

INSTRUMENTS FOR DATA COLLECTION 
Introduction 

Dear Sir/Madam  

My name is Florence Muchiri, a postgraduate student in the School of Human and 

Social Science, Daystar University.  I am carrying out research on assessing socio-

economic effects of micro-finance loans on the wellbeing of women in informal 

settlements in kenya : a case of Kiganjo, Kiambu County, Kenya. Kindly answer the 

following questions to the best of your knowledge.  The information provided will be 

treated with utmost confidentiality, and will not be used for any other purpose apart 

from guiding the outcome of this research.   

Thank you.  

PART A 

1.Marital status  

(a) Single       (b) Married    (c)   Divorced      (d)   Widowed    
2.Age  

(a) Below 20 years   (b)   0-30 years   (c)   30-40 years  

   (d)   40-50 years      (e)   Over 50 years   

  
3. Level of education 

     (a) Above Secondary    (b)   Secondary   (c)   Primary   (d)   None    

 

4. What is the name of your group……………………………………………… 

5. For how long have you been a member?  

(a) 1-4 years    (b) 5-6 years       (c) Above 7 years    
  

6. What is your position in the group?  

    (a) Chairperson  (b)    Secretary        (c)    Treasurer     (d) 

Member               (d) Any other 

(Specify)……………………………………………. 
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7. Why did you join this group? (Tick as many as applicable)   

(a) To borrow   (b)   To Save        (c)   To Purchase property  
   (d)   To support each other     (e) To get friends      (f)  Other       
   
Specify)…………………………………………………………………………………
…………………………………………………………………………………………
……………………..  
 

8. How regular do you attend the groups meetings per month?  

(a) 0-3 times    (b)   3-6 times    (c)   6-9 times  (d)   9-12 times    
    (e) Any other 
(Specify)…………………………………………………………………………  
 

9. Do the family roles and responsibilities affect your participation in the group?  
 
     (a)Yes         (b)   No    
     
Explain…………………………………………………………………………………
…………………………………………………………………………………………
……………………  
 

10. My group uses microfinance services at  

    (a) Equity Bank      (b) Kenya Women Finance Trust  

 

 

PART B: Demographic Information 

 

1. What is your monthly income level  

         (a) Below 5000       (b) 6000-10000    ( c)  10000-15000       

         (d)   Above 15,000    
 

2. What is your line of business  

(a) Salon       (b)   Retail shop    (c) Vegetable shop       
           (d) Clothing   (e) Others……………………………………………………… 

 

 

  
 

 

PART C   
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1. It was difficult to feed children before I took the loan?  (Tick as applicable)     

(a) Strongly agree   (b)   Agree        (c)   Neutral   
 

    (d) Strongly Disagree    (e)   Disagree   

 

2. It was it difficult to access healthcare services before I took the loan?  (Tick as 
applicable)    

(a) Strongly agree   (b)   Agree        (c)   Neutral   
 

    (d) Strongly Disagree    (e)   Disagree   

 

3. Access to microfinance helped in the education of my children?  (Tick as 
applicable)     

    (a) Strongly agree   (b)   Agree        (c)   Neutral    

    (d) Strongly Disagree    (e)   Disagree   

 

4. Access to microfinance helped in the growth of my business?  (Tick as applicable)  
   

(a) Strongly agree   (b)   Agree        (c)   Neutral    
    (d) Strongly Disagree    (e)   Disagree   

 

5. Have your borrowing expectations (goal) been met in the group? (Tick as 
applicable)  

a. Yes            (b)   No     
  
  

(b) If Yes in (5) above, what specific benefits have you got and enjoyed?   

i…………………………………………………………………………
………… 
ii…………………………………………………………………………
……...…  
iii………………………………………………………………………
………… 

 

 

 

 

PART D 

1. What challenges have you faced in handling the borrowed loan?  (Tick as many as 
a pplicable)   
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Strongly 
agree Agree Neutral 

Strongly 
Disagree  Disagree 

Diverting funds           

Delay in Payment           

Inadequate Loan           

Limited grace period           

Corrupt officials            

Fines and penalties           

 

2. What strategies would you suggest could be adopted to improve utilization of the 
borrowed loan?  

i…………………………………………………………………………
………… 
ii…………………………………………………………………………
…………  
iii………………………………………………………………………
………….. 

 

3. What percentage of loan applied was granted?  (Tick as applicable)     

    (a) 100%    (b)   75-99%        (c)   50-74%          (d)   Less than 50%   
   

4. How long does it take to fully utilize the loan borrowed from microfinance 
institutions? (Tick as applicable) 

    (a) Less than 1 week    (b) 1-2 weeks        (c) 2-3 weeks      (d) 3-4 weeks   
    (e) Above 4 weeks   
 
5. For how long have you been borrowing money from MFI? (Tick as applicable) 
 
     (a) 5-6 years    (b) 7-8 years        (c) 9-10 years          (d) 11 years   
    (e) Above 12 years   
 
6. How many times have you borrowed loans from microfinance institutions? (Tick as 
applicable) 
 
    (a) 1    (b) 2        (c) 3          (d) 4      (e) 5 and above   
 
7. Growth of my business led to increased savings (Tick as applicable) 
 

(a) Strongly agree   (b)   Agree        (c)   Neutral    
    (d) Strongly Disagree    (e)   Disagree  
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Appendix B: Interview Questions for Key Informants 

Introduction 

 

My name is Florence Muchiri, a postgraduate student in the School of Human and 

Social Science, Daystar University.  I am carrying out research on assessing socio-

economic effects of micro-finance loans on the wellbeing of women in informal 

settlements in kenya : a case of Kiganjo, Kiambu County, Kenya. Kindly answer the 

following questions to the best of your knowledge.  The information provided will be 

treated with utmost confidentiality, and will not be used for any other purpose apart 

from guiding the outcome of this research.   

Thank you.  

  

 

1. Do loans granted lead to better quality of life and if so, how? 

 

2. How have loans impacted on the growth of the business? 

 

3. What challenges do women face in utilizing the loan? 

 

4. Kindly suggest how loan misappropriation can be avoided or minimized. 
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Appendix C: Focus Group Discussion Guide 

Introduction 
 
 
Dear Sir/Madam  

My name is Florence Muchiri, a postgraduate student in the School of Human 

and Social Science, Daystar University.  I am carrying out research on 

assessing socio-economic effects of micro-finance loans on the wellbeing of 

women in informal settlements in kenya : a case of Kiganjo, Kiambu County, 

Kenya. Kindly answer the following questions to the best of your knowledge.  

The information provided will be treated with utmost confidentiality, and will 

not be used for any other purpose apart from guiding the outcome of this 

research.   

Thank you.  

  

 

1. The name of the 
group………………………………………………………………….. 

2. Do loans granted lead to better quality of life and if so, how? 

 

3. How have loans impacted on the growth of the business? 

 

4. What challenges do women face in utilizing the loan? 

 

5. Kindly suggest how loan misappropriation can be avoided or minimized. 
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Appendix D: Ethical Clearance  
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Appendix E: Research Permit 
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