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Abstract: Rural women are exposed to economic disability yet they form the majority of the rural population.
Globally, women contribute greatly to the domestic agricultural output and family food security. Several studies
from Sub-Saharan Africa showed that rural women are credit constrained than men of equivalent socio-
economic conditions.Empowerment and improvement of women's socio-economic status is important for
achievement of the necessary rural Development. In Kenya informal financial services concept has taken root
with recent adoption of Joyful Women Organisation to provide financial resources to rural women to engage in
livelihood projects. The purpose of this study was to determine the role of informal financial services to the
economic empowerment of rural women entrepreneurs in Kenya. To achieve the purpose, the study carried out
the following specific objective; to assess the role of information access and awareness of informal financial
services on economic empowerment of rural women entrepreneurs in Kericho County. The study used a survey
design and targets rural women who are members of groups that subscribe to (JoyWO). The target population
was 1040 members of women spread in 65 groups. Stratified sampling method was used to sample out 153
women. The study was carried out in Kericho County. The main instruments of data collection were the
questionnaire, focus group questionnaire, and use of interview schedule for key informants. A pre-test of the
questionnaire was carried out in a similar setting in Nakuru County to test the reliability of the instrument. The
data was analysed using descriptive statistics, frequency distributions, chi-square and multiple linear
regressions with the aid of Statistical Package for Social Sciences (SPSS). The results of the study showed that
there was a significant relationship between information access and economic empowerment (y*=23.508, df=9,
P=0.005). The researcher therefore failed to accept the null hypothesis. Hence there was a significant
relationship between information access and economic empowerment.The study recommends that the policy
makers see the need to link formal institutions with the emerging informal ones so as to improve on capital
sustainability, accessibility and finally positive financial values.The formal institutions should encourage the
rural women that have negative attitudes towards formal finance by removing barriers, bureaucracy and
making provisions for flexibility in accessing funds and addressing the needs of the customer; this may involve
the CBK being the regulatory agency. At the same time the formal banks should have less procedures and less
paperwork in establishing the credit worth of the client and have flexible loans.The study will be helpful to
groups and their members in streamlining their lending, saving and borrowing programmes.
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I Introduction

1.1 Background of the study

Kenya’s financial system is by far the largest and the most developed in East Africa despite the
challenges that hinder it from reaching full potential with its stability improving significantly over the past years
(Beck and Fuchs, 2004). IFAD is joining forces with the Italian Ministry of Economy and Finance (MEF),
theBrookings Institutionand theUniversity of Warwick advancing global efforts to end extreme poverty and
hunger by 2030 through greater investments in rural development and innovative financing for smallholder
agriculture that benefits the rural poor (IFAD, 2017). Financial system comprises of formal and informal
sectors: Formal banking services are provided by large financial institutions like commercial banks licensed by
Central Bank of Kenya (CBK) which supervise and regulate their activities. Formal banking institutions target
large scale enterprises and rich individuals and ignore the small income earners and small scale enterprises.
Informal sectors on the other hand are not legally registered at national level but belonged to a registered
association (Pagura and Kristen, 2006).
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Rutherford (2009) further expounds that, in Kenya and most countries financial access is limited to only 20-50
per cent of the entire population, that is, the few rich individuals excluding the other large percentage of the
marginalized people. This is because the poor lack education and knowledge to understand financial options that
are available to them, banks are normally located in urban centres making them inaccessible to the marginalized
group. Lack of collateral to borrow large loans from banks also is a major challenge the poor face in attempt to
borrow loans. This limited access to financial services by the poor over the past years have led to improvement
of informal banking sector so as to enhance economic growth and improve standards of living especially to the
poor rural women.Due to lack of financial access for the poor, over the past few decades, microfinance
institutions and mobile banking have developed to provide financial services to small businesses like retail
shops and kiosks. Microfinance provides services to such clients as relationship based banking for sole-
entrepreneurs, small enterprises and group based models where several entrepreneurs come together as groups to
apply for loans. Microfinance services also provide microcredit where credit services are given to the poor
clients.

The establishment of sustainable financial services as a means to support or empower marginalized
people to help them out of poverty differ from country to country (Adoyo, 2013). There are those microcredit
programs which are member owned financial institutions which is evidence in Self-Employed Women’s
Association (SEWA) microfinance in India and those which are donor or government supported like Women
Enterprise and Development Fund (WEDF). Microcredit and microfinance have thus, in recent years, been
claimed to be the most suitable vehicles for providing access to sustainable financial services and alleviating
poverty among people who are economically challenged.

The Concept of microfinance came into existence due to the weakness of formal financial institutions
and systems. The vulnerable people and women have continued to be denied access to funds. Initially the
services which were offered by microfinance were financial services to the disadvantaged group who were the
poor. This group were not gathered for by the formal financial institutions. This led to development of other
services like micro-saving, micro-leasing, insurance and money transfers, deposits mobilization with some
percentage being loaned, (Stewart et al., 2010). It is argued that microfinance is not only a source of finance for
investment but also in financing well-being and reducing vulnerability to life crisis and health improvement
(Armendariz&Morduch, 2010).The main objective is to improve the power of the poor and to improve in the
acquisition and control of assets and also have decisions —making. It also aims at reducing inequalities and
gender discriminations (Swain &Wallentin 2009).

From previous studies which have been documented reveals that there are many constraints faced by
clients and especially those who are new in business in most of the developing countries, which include
infrastructure, power, lack of market and many others depending on the country of origin. However, in the
recent literature has revealed otherwise , that financial constraints to firms as the most hindering of these
constraints (Carpenter Guariglia 2008, Beck et al., 2006, Beck et al., 2013, Ayyagari et al., 2006, Quartey,
2008).

The issue of financial constraints is more serious for SMEs, informal firms who are new or may want
to start business and may lack collateral securities. Therefore these firms may have two alternatives; formal
finance and informal finance. Informal finance may require less detailed information for on to get to get funds
from lenders due to less rigorous procedures and requirement but is normally have inadequate supply and force
to offer at a higher interest rate. Formal finance can be a substitute other hand to help firms overcome financial
constraints because of its adequacy in supply and financial advice on the management. The small and medium
scale enterprises are driving force for Ghanaian economy. The recent research has established that informal
firms serve as the engine behind any economic development (Beck et al., 2006, Triki et al., 2011). Indeed
Nyamekye (2009) evidence showing that the informal sector has grown from being twice that of the formal
sector in the earlier years.

Women empowerment is key factor to any country in achievement of sustainable development goals.
The rural woman should have the information on the existence of funds, availability of markets, tenders, for
their goods, social linkages, and also skills development (Kumar, 2009). Women empowerment indicators are
through social, educational, political gender equality and this reflects the development of a country (IMF, 2013,
CIDA, 2001). Poverty reduction is by increasing women empowerment in any developing economy, (Intel,
2013).The women population in the world constitute the poorest since they have no access to financial services
(Dupas and Robinson, 2009) and therefore cannot start businesses. (GEM, 2012).Income inequality in Kenya
used (WEF) Women Enterprise Fund to improve on wealth distribution across all groups of women (Lagarde,
2013).

1.2 Research Hypothesis

There is no significant relationship between information access & awareness on informal financial

services and the empowerment of rural women groups in Kericho County.
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1 Literature Review

This section discusses literature review from studies done in the past that show how information access
and awareness of informal financial services in developing countries have financially empowered women.
2.2.1 Information access and awareness of informal financial services

Campero and Kaiser (2013) in their study on the determinants use of formal and informal credit
sources. Given that awareness is a necessary step towards use of credit, in order to control for the possible
selection bias they decomposed the decision to use credit as a two stage decision process in which first,
households form their choice set by deciding which type of institutions they want to consider as possible lenders
(awareness), and then choose among them (use). Additionally, they allowed for correlation between being aware
of a specific source of credit and using it. They found evidence that supports their hypothesis that the formal and
informal credit markets in Mexico attend different segments of the population. However, their results also show
that informal lending sources’ characteristics are valued per-se by consumers in certain situations, such as
emergencies.

Awareness of credit institutions, either formal or informal, is an essential demand-access element of
credit. Individuals cannot choose to ask for a loan in an institution that they don’t know. It has been recognized
that access to financial services must be studied from the supply and demand sides of the market (Campero&
Kaiser (2013); Beck and Demirgiic-Kunt, 2008). Claessens (2006) explains that individuals are voluntarily
excluded of the credit market if they are not aware of the service, do not need the service, or assume rejection.
Thus, she suggests that in order to have access to the credit market individuals should decide to be aware of the
services. Even though awareness is the first step towards use, not much has been explored about the access to
information and awareness of credit sources and their use.

According to previous literature, choosing which alternatives to consider when making a decision is
relevant because a choice might be made when alternatives are not physically present, because consumers must
know what they are looking for or because households lack the motivation to locate and examine multiple
alternatives (Campero& Kaiser, 2013) and Andrews). Moreover, consumers create consideration sets with
specific characteristics, they prefer to create a consideration set from alternatives that are easier to compare or
that have a high likelihood of containing their optimal alternative. Consumers often use their past experiences to
narrow down their awareness set, this is called screening criteria and it is used when consumers face a large set
of alternatives in order to reduce the number of alternatives they will choose among. Screening criteria can rely
on familiarity of the alternative or memory accessibility (Campero& Kaiser, 2013). Additionally, as it has been
mentioned earlier, the literature on access to credit considers unawareness of credit sources as voluntary
exclusion which suggests that individuals decide to be aware or not of lending institutions (Claessens, 2006).

According to Koech (2012), the entrepreneur's networking includes the nature and extent of one's
involvement in various informal networks and formal civic organizations. Itsfocus is on an individual's external
social ties and how the social capital, as a resource within this network, is used for the individual's private
benefit to gain access to credit.

2.2.2 Conceptual Framework
INDEPENDENTVARIABLE DEPENDENT VARIABLE

Information and
Awareness

» Social networks

*  Seminars
» Past experiences

INTERVENING VARIABLE

Figure 1: Conceptual framework
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111 Methodology

This study used survey design consisting of a questionnaire with standardized answers and specific
questions that made it easier to compile data and it is therefore possible to give precise and testable expression
of qualitative ideas. It employed descriptive and inferential statistics in analysing the role of informal financial
services in economic empowerment of rural women. Descriptive research helps in obtaining information
concerning the present status of the phenomena and to describe what is in existence with respect to variable in a
situation. It maximises reliability (Kothari, 2004). Successful descriptive research design should have six w’s:
who should be considered, where should the respondents be conducted to obtain the required information, when
should the information be obtained, what information should be obtained, why information is being obtained
and way in which the researcher is going to obtain the information from the respondents. (Cooper, &Schindlier,
2014). The target population was 1040 members of women spread in 65 groups that subscribe to JoyWoO in
Kericho County.

The key informants were sampled purposefully based on their positions of authority. The sample size was
arrived at using Nassiuma (2000), formula:
NC?
ns—oH >~
C%2 4+ (N —1)e?

(Where; n=sample size; N=population size; C=Coefficient of variation which is < 30%; e=margin of
error which is fixed between 2-5%). The study sample will calculate at 25% coefficient of variation and 5%
margin of error (Nassiuma, 2000).

Twenty five percent coefficient of variation was used to ensure that the sample was wide enough to
justify the results being generalized for Kericho County. Higher coefficients of variation will be not used to
avoid very large samples due to limitation of research funds. Five percent margin of error was used because the
study used an ex-post facto survey, whereby the independent variables will not be manipulated hence
necessitating relatively higher margin of error.

468+%0.32
T 03%+(468—1)0022 152.17=153

The study used stratified random sampling to further divide the population into homogenous subgroup.
Nachmias and Nachmias (2009) advices that for the purpose of getting accurate sample size, when population
has more than 100 respondents, 10% or more of each stratum should be selected. In this case of the 23 groups
that were randomly selected for study the stratified sample size was 153 respondents. Once you have fixed the

sample size then allocate it proportional according to Neyman’s formula Ny, = (Wj N h

The main tool employed for data collection in this study was the questionnaire. The research assistants
helped administer and distribute the questionnaires to the various Joywo women groups. The questionnaires
were administered by research assistant during the group meetings. However, in case of language complications,
the assistants assisted the respondents in filling the questionnaires. In situations of difficulties in answering the
questions using questionnaires during group meetings the respond were allowed more time to be collected in the
next meeting. Researcher analysed data collected using descriptive, chi-square and inferential statistics-test
correlation and multiple regression analysis. The information was presented using tables. The relationship
between various independent variables and dependent variable was determined using a multiple regression
model in form of:

Y =By +B1X; +B2X; +B3X5 +e

Where;

Y = Dependent Variable (women empowerment)

Bo = Constant Term

B1, B2: Bs, = Beta coefficients

X = Informal Savings Loans and Credit

X, = Informal financial Services training

X3 = Information access and awareness on Informal financial services
e = Error Term
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IV Results and Discussion
This section presents a detailed descriptive and inferential statistics based on the research data.

4.4.1 Descriptive Statistics
Table 1: Awareness of loans offered by the government and microfinance institutions

Frequency Percent Cumulative Percent
Yes 144 99.3 99.3
No 1 7 100.0
Total 145 100.0

Source: Researcher (2018)

Most respondents stated that their groups had information or awareness of loans offered by the
government and microfinance institutions. 144 (99.3%) attested to this. This shows high level of awareness of
many women groups in terms of loan facilities offered by the government and, or microfinance institutions.

Table 2: Length of membership

Frequency Percent Cumulative Percent
1-2 years 44 30.3 30.3
2-3 years 83 57.2 87.6
3-4 years 7 4.8 92.4
4-5 years 11 7.6 100.0
Total 145 100.0

Source: Researcher (2018)

As shown by table 4.47, most respondents stated that their groups have been members to government
and microfinance loans facilities between 2 and 3 years. This was represented by 83 (57.2%) of the total
response. 44 (30.3%) had 1-2 years of membership. 11 (7.6%) had 3-4 years of membership. None of the
respondents reported more than 5 years of membership. Cumulatively, 127 (87.6%) of the respondents had
between 1 and 3 years of membership.This shows that access to loan facilities was still lower by many groups.

Table 3: Knowledge of other micro-finance services

Frequency Percent Cumulative Percent
Yes 137 94.5 94.5
No 8 55 100.0
Total 145 100.0

Source: Researcher (2018)

As shown by table 4.48, most respondents stated that their groups have knowledge of other
microfinance services apart from banks. 137 (94.5%) attested to this. Only 8 (5.5%) of the respondents did not
have knowledge of other microfinance services. This is a clear indication that most groups are well informed on
microfinance services.

Table 4: There are many informal financial institutions in Kericho County

Frequency Percent Cumulative Percent
Disagree 3 21 21
Neutral 47 324 345
Agree 67 46.2 80.7
Strongly agree 28 19.3 100.0
Total 145 100.0

Source: Researcher (2018)

Most respondents, 67 (46.2%), agreed that there are many informal financial institutions in Kericho
county. 47 (32.4%) were neutral on the statement. However, 28 (19.3%) strongly agreed. From this data, we can
conclude that there are many informal financial institutions in Kericho County providing informal financial
services, though a considerable number of respondents seem to doubt this information. It follows that,
awareness of a good number of groups should be done for well-informed knowledge on the number of informal
financial institutions and services available across the county.
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Table 5: Informal financial institutions are very active

Frequency Percent Cumulative Percent
Disagree 2 14 14
Neutral 64 44.1 455
Agree 69 47.6 93.1
Strongly agree 10 6.9 100.0
Total 145 100.0

Source: Researcher (2018)

As shown by table 4.50, most respondents agreed that informal financial institutions are very active and
many poor people have on several occasions accessed loans from these institutions. This was represented by 69
(47.6%) of the respondents. However, 64 (44.1%) of the respondents neither agreed nor disagreed. 10 (6.9%)
strongly agreed. Based on this information, we can conclude that informal financial institutions have on several
occasions, financed poor people in terms of loans. On the other hand, a good number of respondents are not sure
whether this had happened. It follows that, more information and awareness need to be so that more groups
become well versed with informal financial institutions and services they offer. The findings are confirmed from
the previous studies showing behaviour of MSEs (McCormick et al., 2009). Through market linkages new ideas
are from customers, partners and employees that can be a driver of innovation and subsequent growth. These
new ideas can yield to increased business environment scanning and better information about market. They
further say that engaging employees, suppliers, customers and lead users can reveal new opportunities that
otherwise might have gone undiscovered They become aware of formal and informal financial services. With
adequate information and awareness, women can access loans for starting and expansion of businesses. Degryse
et al (2012) further confirmed earlier studies that for most women informal banks are the main source of loan
because of the complexity of formal banks.

Table 6: Informal financiers provides loans and advice

Frequency Percent Cumulative Percent
Disagree 3 2.1 2.1
Neutral 54 37.2 39.3
Agree 73 50.3 89.7
Strongly Agree 15 10.3 100.0
Total 145 100.0

Source: Researcher (2018)

As shown by table 4.51, most respondents agreed that informal financial institutions do not only
provide loans, but also advice to people who need these loans. This was represented by 73 (50.3%) of the
respondents. However, 54 (37.1%) of the respondents neither agreed nor disagreed. 15 (10.3%) strongly agreed
on the subject matter. We can conclude that, informal financial service providers at large, offer advice to
borrowers. This is due to the larger number of respondents’ attestation, though a considerable number do not
seem to be aware of this.

Table 7: Provision of support through buying small enterprises produce

Frequency Percent Cumulative Percent
Disagree 3 2.1 21
Neutral 65 44.8 46.9
Agree 67 46.2 93.1
Strongly Agree 10 6.9 100.0
Total 145 100.0

Source: Researcher (2018)

Most respondents agreed that informal financial institutions provide support through buying of small
enterprise products. 67 (46.2%) attested to this. Almost the same number of respondents, 65 (44.8%), were
neutral on the statement. However, 10 (6.9%) strongly agreed. Based on this information, we can conclude that
informal financial institutions provide support through buying of small enterprise products of their clients and
look for markets, although a good number of respondents are not sure whether this had happened. It follows
that, more informative awareness need to be done so that more groups become well versed with informal
financial institutions and services they offer. The findings confirmed from the previous studies showing
behaviour of MSEs (McCormick et al., 2009). Through market linkages new ideas are from customers, partners
and employees that can be a driver of innovation and subsequent growth. These new ideas can yield to increased
business environment scanning and better information about market. They further say that engaging employees,
suppliers, customers and lead users can reveal new opportunities that otherwise might have gone undiscovered.
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Table 8: Informal financiers have positively enhanced development of women groups

Frequency Percent Cumulative Percent
Disagree 2 14 14
Neutral 68 46.9 48.3
Agree 65 44.8 93.1
Strongly agree 10 6.9 100.0
Total 145 100.0

Source: Researcher (2018)

As depicted by table 4.48, most respondents were neutral on the statement, “informal financial service
providers have positively enhanced development of women groups”. 68 (46.9%) attested to this. However, 65
(44.8%) and 10 (6.9%) agreed and strongly agreed, respectively. This shows that most respondents have no
clear information on whether the informal financial service providers have positively enhanced the development
of women groups or not.

Table 9: Role of information access and awareness in economic empowerment

D N A SA ChiSq  Pr>ChiSq
There are many informal financial institutions in Kericho County. 2.07 3241 4621 1931 616 <.0001
These institutions are very active and many poor people have on
several occasions accessed loans from them 138 4414 4759 6.9 102.2  <.0001
Informal financial service providers not only provide loans but also
advice people that need these funds. 207 3724 5034 1034 889 <.0001

They provide support to through buying the small enterprises produce ~ 2.07 44.83 46.21 6.9 98.4 <.0001
Informal finance service providers have positively enhanced
development of small women groups in Kericho County 1.38  46.9 44.83 6.9 102 <.0001

Source: Researcher (2018)

From findings in table above we can conclude that: there were a high number of respondents at 65.52%
on average who agreed that there were many informal financial institutions in Kericho County. An average of
60.68% also agreed that informal financial service providers not only provide loans but also advice people who
need these funds. Those who agreed that informal financial institutions were very active and many people have
accessed loans from them made up an average of 54.49% of the total respondents.

Respondent also agreed by an average of 53.11% that informal financial institutions provide support by
buying small enterprises produce. While on the other hand, those respondents who agreed that informal finance
service providers have positively enhanced development of small women groups in Kericho County made up
51.73%.

4.4.2 Hypothesis testing

The objective was to find out whether there was a significant relationship between information access
and the level of economic empowerment. sThe following null hypothesis was put forward:

H,4: There is no significant relationship between information access and awareness on informal financial
services and the empowerment of rural women groups in Kericho County.

Information access was measured at ordinal level and therefore Chi-square, (x%), was used to test for the
significance. The results are shown in Table 9.

Table 9:Chi-square tests on Information Access and Economic Empowerment

Value df Asymp. Sig. (2-sided)
Pearson Chi-Square 23.508% 9 .005
Likelihood Ratio 9.876 9 .361
Linear-by-Linear Association .062 1 .804
N of Valid Cases 145

Source: Researcher (2018)

Table 9 shows that there was a significant relationship between information access and economic
empowerment (x°=23.508, df= 9, P=0.005). The researcher therefore failed to accept the null hypothesis. Hence
there was a significant relationship between information access and economic empowerment.

In order to establish the direction and magnitude of the relationship, Cramer’s V was obtained and the results
presented in Table 10
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Table 10:Cramer’s V on Information Access and Economic Empowerment

Value Approx. Sig.
. . Phi 403 .005
Nominal by Nominal Cramer's \/ 403 1005
N of Valid Cases 145

Source: Researcher (2018)

V  Discussion of the results
Table 10 shows that there was a strong and positive relationship between information access and
economic empowerment. This is indicated by Cramer’s V value of 0.403. This implies that improvement in
information access would likely lead improvement of economic empowerment of women enterprises.
From the outcomes, there was a significant relationship between information access and economic
empowerment as confirmed by past studies by (Tata & Prasad, 2008).Linkages provide opportunity for women
entrepreneurs to network so as to access information and resources for business.

4.43  Regression Analysis

The researcher established the predictive abilities of the four independent variables (information
access, informal loans and credit, informal savings and educational training) on economic empowerment of
women enterprises. A multiple regression was obtained and the beta coefficients were presented in Table 11.

Table 11:Beta Coefficients
Standardized Coefficients

Model Beta Sig.
1 (Constant) 13.06 .007
INFORMAL SAVINGS (IS) 458 .020
INFORMAL LOANS AND CREDIT (LC) 314 .016
EDUCATIONAL TRAINING (ET) 425 .035
INFORMATION ACCESS (1A) 221 .009

Source: Researcher (2018)
Dependent Variable: ECONOMIC EMPOWERMENT

Table 11 shows that, when all the four independent variables are equal to zero (0), the coefficient of
economic empowerment is at 13.06. All the four variables were significant predictors of economic
empowerment with informal savings having the highest predictive value (B= 0.458, p<0.05), followed by
educational training (B= 0.425), then informal loans and credit (= 0.314). Information access had the lowest
predictive value (= 0.221)

The results from Table 11 gave rise to the following equation:
¥=13.06 + 0.458 (IS) + 0.314 (LC) + 0.425 (ET) + 0.221 (IA).
Where:

Y= Economic Empowerment

IS= Informal Savings

LC= Loans and Credit

ET=Educational Training

A= Information Access

In order to establish the overall contribution of the four independent variables on the economic empowerment of
women, adjusted R square was obtained and the results presented in Table 12.

Table 12:Model Summary

Model R Adjusted R Square Std. Error of the Estimate
1 .087% .227 .22032

Source: Researcher (2018)

Table 12 shows that the adjusted R square was .227, which means that 22.7% of the total change in
economic empowerment of women enterprises can be attributed to information access, informal loans and credit
and educational training. The remaining 77.3% could be attributed to other factors not considered in this study.
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VI  Conclusion

The informal financing derives a wide range of benefits to women including education and training
through the self- help groups that women are affiliated to as well as access to easy and affordable credit as
collaterals are based on personal trust, familiarity, family ties, and group connections. The informal financing is
not built with sophisticated documentation, it can just be given with a simple agreement in writing and,
sometimes, credit can be accessed through verbal commitments.

The study found that women groups find it hard to access credit from the formal financial institutions
as they fear the high interest rates and the complex documentation processes before one can access a loan. The
study findings revealed that most of the respondents were aware of microfinance loans and funding from the
government. The study findings also indicate that the level of awareness of microfinance loans had prompted
most groups to apply for funding.

Accessibility to credit and business services was described by the respondents as good. This was
because a substantial number of women were able to access credit to facilitate projects. However, findings from
the study revealed that accessibility of funds from government was low as opposed to other financial
institutions.

The study findings also revealed that most women group members had received training on economic
empowerment. These trainings were offered by financial institutions as well as the Government. The research
further established that easiness to access finance in the microfinance and enhanced access to information that
would add value to the women were the most significant values of micro-finance to women groups affiliated to
JOYWO.
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