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ABSTRACT
The purpose of this study was to investigate demand side factors influencing bank
lending to Women entrepreneurs in Nairobi County. The study was guided by the
following study objectives:

To establish how owner characteristics influences bank

lending to women owned enterprises. To assess how owner characteristics influences
bank lending to women owned enterprises. To examine to what extend business
relationships influences bank lending to women owned enterprises. To assess how the
market failure attributes influences bank lending to women owned enterprises.
A descriptive form of research design was adopted. The sampling frame comprised of
different business sectors of women entrepreneurs at Kenya Association of Women
Business Owners, KAWBO. The sampling technique used was stratified random
sampling and the data collection instrument was the questionnaire which was used to
obtain primary data from the field. The researcher visited the KAWBO head offices in
Lavington (Nairobi) and engaged in the conversation with the management to seek
approval and clarify the key objectives as well as the significance of the study. Data
analysis included both descriptive; means, standard deviations, percentages, kurtosis and
skewness. And inferential statistics which entailed regression analysis, correlation
coefficients. All data analysis was performed using the SPSS. The study findings were
presented in the form of tables and figures.
The findings of the study were to a large extent similar to existing literature on the topic
of women based Lending to Women. The result of the study in relation to the effects of
firm characteristics on Lending to Women established that years of operation of the firm,
number of employees, initial capital and line of business operation, all impacted on the
accessibility of bank financing to the women. The findings on the third research question
indicated that the financial ratios such as quick ratios, debt ratios, equity to assets ratio
(and other details of financial statements) influenced how the bank extended lending to
the women owned and operated business enterprises. It was revealed that firms which had
closer social ties and longer durations of operating with their respective bank partners
benefited from relatively lower borrowing rates. Furthermore, nearly 45% of the women
entrepreneurs had organized and entered into loan contracts with their lending partners.
The only drawback was that most women entrepreneurs indicated they felt banks could
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rarely lessen the stringent loan agreement once entered into. In the last research question,
the results conformed to existing findings that market failure affected Lending to Women
entrepreneurs in an inverse manner. Majority of the respondents also indicated that banks
had hidden charges which they were not informed during the signing of the contract.
Banks also had much emphasis on the potential to repay the loan than the need to finance
the presented project. Collateral arrangements were additional requirements which
hindered women accessibility to bank financing.
The study concludes that owner characteristics have a positive influence on Lending to
Women in business. The further concludes that frim characteristics positively impact
lending to women entrepreneurs. Particularly, firm features such as age of the firm,
capital, business sector, social capital, finance ratios affected Lending to Women on a
large extent. The business owner –lender relationship and bank lending to women were
positively related. Specifically, factors such as banking durations, social ties, and length
of partnership among other relationship based variables impacted on the extent of credit
accessibility by women from the banks. Market failure negatively impact on lending to
women since practices such as stringent lending policies, unfavorably terms of credit and
hidden costs of credit hindered majority of women entrepreneurs from accessing bank
loans.
The study recommends that women in entrepreneurs should acquire necessary skills and
knowledge as this will help improve their business performance and also improve credit
availability. Alternatively, women entrepreneurs are encouraged to do their best to
maintain a sound financial statement as this will help reduce the perceived high risks in
lending to them. Women entrepreneurs should try to develop a relationship with the
potential lending bank and/or the loan officer over time. Lastly, there is a clear signal for
policy makers to create conditions for a favorable environment for stimulating the sources
of external lending to women in Kenya.
This study majorly focused on the effects of demand side factors on women owned small
business bank- lending; owner characteristics, firm characteristics, relationships, and
market failure. As a result, the findings can only be generalized based on the four
variables. In future, there is need to conduct further studies with a different population of
interest, moreso, the youth run business enterprises.
v

ACKNOWLEDGEMENT
My heartfelt gratitude goes to Prof. Amos Njuguna for his unending support and guidance
throughout this course. He provided excellent and professional guidance feedback on my
work and ensured all the thesis requirements were strictly adhered to. I would also like to
appreciate the management of KAWBO in particular Mrs. Mary Muthoni and members
for accepting to take part in this study. Finally, I am eternally grateful to God Almighty
who has enabled me this far.

vi

DEDICATION
This study is dedicated my daughter Shani Maribel whose presence in my life has been a
positive change and gave me the inspiration to become a better version of me.

vii

TABLE OF CONTENT
DECLARATION.............................................................................................................. iii
ABSTRACT ....................................................................................................................... iv
ACKNOWLEDGEMENT ................................................................................................ vi
DEDICATION..................................................................................................................vii
LIST OF TABLES ............................................................................................................ xi
LIST OF FIGURES .........................................................................................................xii
LIST OF ABBEVIATIONS .......................................................................................... xiii
CHAPTER ONE .............................................................................................................. 14
1.0 INTRODUCTION...................................................................................................... 14
1.1 Background of the Study ............................................................................................. 14
1.2 Problem Statement ....................................................................................................... 18
1.4 Research Objectives ..................................................................................................... 18
1.5 Importance of the Study ............................................................................................... 19
1.6 Scope of the Study ....................................................................................................... 19
1.7 Definition of Terms...................................................................................................... 20
1.8 Chapter Summary ........................................................................................................ 21
CHAPTER TWO ............................................................................................................. 23
2.0 LITERATURE REVIEW ......................................................................................... 23
2.1 Introduction .................................................................................................................. 23
2.2 Owner Characteristics and Bank Lending To Women Owned Enterprises. ................ 23
2.3 Firm Related Characteristics and Bank Lending ......................................................... 26
2.4 Borrower-Bank Relationship and Bank Lending ......................................................... 30
2.5 Market Failure and WOE Bank Lending ..................................................................... 33
2.6 Chapter Summary ........................................................................................................ 38
CHAPTER THREE ......................................................................................................... 39
viii

3.0 RESEARCH METHODOLOGY ............................................................................. 39
3.1 Introduction .................................................................................................................. 39
3.2 Research Design........................................................................................................... 39
3.3 Population and Sampling Design ................................................................................. 40
3.4 Data Collection Methods ............................................................................................. 43
3.5 Research Procedures .................................................................................................... 44
3.6 Data Analysis Methods ................................................................................................ 44
3.7 Chapter Summary ........................................................................................................ 45
CHAPTER FOUR ............................................................................................................ 46
4.0 RESULTS AND FINDINGS ..................................................................................... 46
4.1 Introduction .................................................................................................................. 46
4.1.1 Response Rate ........................................................................................................... 46
4.2 Findings on Demographic Information ........................................................................ 46
4.3 Influence Of Owner Characteristics On Lending To Women Businesses. .................. 51
4.4 Influence of Firm Characteristics on Lending to Women Owned Businesses ............ 55
4.5 Influence of Borrower Lender Relationship on Lending to Women Businesses......... 58
4.6 Influence of Market Failure on Lending to Women Owned Businesses ..................... 61
4.7 Chapter Summary ........................................................................................................ 64
CHAPTER FIVE ............................................................................................................. 65
5.0 DISCUSSIONS, CONCLUSIONS, AND RECOMMENDATIONS ..................... 65
5.1 Introduction .................................................................................................................. 65
5.2. Summary of Findings .................................................................................................. 65
5.3 Discussion of Results ................................................................................................... 66
5.4 Conclusions .................................................................................................................. 75
5.5 Recommendations ........................................................................................................ 76
REFERENCES ................................................................................................................. 78
ix

APPENDIX I .................................................................................................................... 91
APPENDIX II ................................................................................................................... 92
APPENDIX III ................................................................................................................. 93
APPENDIX IV ............................................................................................................... 101

x

LIST OF TABLES
Table 3.1: Sampling Frame ................................................................................................ 42
Table 3.2: Sample Size ...................................................................................................... 42
Table 4.3: Role of Respondents ......................................................................................... 47
Table 4.4.: Education Qualifications of the Respondents .................................................. 47
Table 4.5: Industry Category for the SME......................................................................... 48
Table 4.6: Number of Years of Operation ......................................................................... 48
Table 4.7: Number of Employees in the Firm ................................................................... 49
Table 4.8: Major Source of Lending for the Firm ............................................................. 49
Table 4.9: Amount of Startup Capital (Kes) ...................................................................... 50
Table 4.10: Firm's Annual Sales (Kes) .............................................................................. 50
Table 4.11: Firm's Annual Turnover (Kes) ........................................................................ 51
Table 4.12: Firm's Main Pressing Challenge ..................................................................... 51
Table 4.13: Descriptive Statistics For Owner Characteristics ........................................... 52
Table 4.14: Correlation Analysis Between Owner Characteristics and Bank Lending ..... 54
Table 4.15: Descriptive Statistics For Firm Characteristics .............................................. 55
Table 16: Correlation Analysis Between Firm Characteristics and Bank Lending ........... 57
Table 4.17: Descriptive Statistics For Borrower Lender Relationship .............................. 58
Table 4.18: Correlation Analysis Between Owner-Lender Relationship and Bank Lending
............................................................................................................................................ 60
Table 4.19: Descriptive Statistics For Market Failure ....................................................... 61
Table 4.20: Correlation Analysis Between Market Failure and Bank Lending ................. 63

xi

LIST OF FIGURES

Figure 4.1: The Response Rate .......................................................................................... 46

xii

LIST OF ABBEVIATIONS
MENA

Middle East and North Africa Women Business Owners

KAWBO

Kenya Association of Women Business Owners

MSE

Medium Small Enterprises

NGOs

Non-governmental Organizations

SME

Small and Medium Enterprises

xiii

CHAPTER ONE
1.0 INTRODUCTION
1.1 Background of the Study
According to the World Bank, there is high rate of women’s entrepreneurship in Africa,
indeed higher than the other regions of the globe (Hallward, 2007). Global
Entrepreneurship Monitor Global Report (GEMGR) indicated that in 2013, there are more
women entrepreneurs, proportionally, in Sub Saharan Africa than the rest of the world
regions. Accordingly, Ghana has 28% women entrepreneurs in their women population
compared to 10% in USA and only 3% in France (GEM, 2013). The reason has been
outspoken by studies indicating that women entrepreneurs in developing countries start
the venture out of necessity than opportunity (Candida G. et al, 2010). But women still
face higher barriers to entry in the formal labor markets in developing countries compared
to developed nations of the world. In many cases opportunities and incentives are
unfavorable for women to begin businesses even when they have abilities and knowledge.
Despite the impressive influx of women in to the venture, women across the world,
however, still faces constraints in their startup businesses and operating as entrepreneurs.
Entrepreneurship does have its own challenges facing women entrepreneurs. The
challenges women entrepreneurs encounter have been examined in many studies.
Financial resources and access to them spearhead the major challenges that women
entrepreneurs face, since it is the single most significant factor that determines the start up
as well as continuation of certain enterprise of business (Andrea et. al, 2012). Financial
constraints in both start up level and expansion level has always been and still continues
to be a challenge for women entrepreneurs.
Improving women’s direct access to credit leads to higher investments in human capital
and have a stronger impact on a country’s economy in terms of health, education and long
term implications for families and societies. There is a great need for women
entrepreneurs to get access to credit facilities and the policy makers should understand
and develop successful strategies to address the issue (World Bank, 2008).
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Access to finance is a challenge common to all MSEs, the challenge for women business
owners is compounded by the multifaceted gender related problems that inhibit their
ability to access credit. To securing capital for starting business is one of the major
obstacles of every entrepreneur particularly in the MSE sector but women entrepreneurs
face additional constraints to secure financial resources (Wole, 2009).
Numerous factors could affect a bank’s SME financing business, many of which the
literature has identified. Berger et al. (2001) noted that there is a significant negative
relationship between a bank’s scale and SME financing; and there is a negative
relationship between banks with financial crises and the overall financing business, but
one cannot be sure whether it refers to SME financing. Berger and Udell (2006) found
that the financial institution structure affects the use of technologies, because the
institution types have comparative advantages under different lending technologies. The
lending infrastructures have important effects on SME credit availability, with better
lending infrastructures likely to significantly improve SME credit availability by
facilitating the use of various lending technologies. Beck,

Demirgüç-Kunt, and Peria

(2008) conducted an investigation of 91 banks from 45 countries, offering key findings
from their study’s results. First, lending technologies are highly correlated to government
policies, financial structures, and Lending to Women.
Second, among loan condition, enterprise scale, and ownership structure, loan conditions
have the greatest impact on Lending to Women. Third, banks perceive their SME
business line as being very profitable, and their reactions to government programs
supporting SME finance are positive In terms of credit guarantee, Craig, Jackson, and
Thomson (2009) presented that the purpose of the credit guarantee scheme is to reduce
the expected loss generated from bad debts and increase the expected return derived from
lending. From this scheme, problems generated from adverse selection are expected to be
solved, and banks can set the lending interest rate based on the average risk level of all
borrowers. Once the lending case is approved by the credit guarantee scheme, the loss
could still be reduced significantly even if a default occurs. Conversely, one may refer to
the reduced loss as an increase in the expected return of lending. The minimum
acceptable interest rates required by the credit guarantee scheme for banks help suppress
interest rates, meaning to some extent the credit guarantee can diminish the moral hazard.
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One of the additional factors which tends to block the flow of credit to SMEs, is lack of
information. Small business owners most often possess more information about the
potential
of their own businesses but in some situations it can be difficult for business owners to
articulate and give detailed information about the business as the financiers want.
Technology, such as mobile telephones, can play an important enabling role in providing
women entrepreneurs with access to finance and development. In addition to providing
access to credit, innovative initiatives like the Village Phone program in Africa also
provide entrepreneurs with the necessary training to set up phone service businesses,
thereby increasing women’s economic participation and development, particularly in rural
communities (Cantzler & Leijon, 2011).
Indonesian women entrepreneurs on the other hand, have difficulties in exporting their
product overseas and in increasing the volume of production, both of which are of
importance for their competition in the global market (Gordon, 2011). Pandula (2011)
looked at Sri Lanka and concluded that factors such as education, experience and type of
businesses affected the accessibility of finance by women.
Evidence of female entrepreneurs being less well financed than male counterparts comes
from the Netherlands (Alesina et al., 2008), US (Blanchflower, 2008; Cavalluzzo &
Wolken, 2002). Women continue to face challenges in accessing debt finance. This has
been shown to be more of a challenge for women who start or are involved in low growth
businesses within industries, which are either small or stagnant. According to World Bank
(2011), Middle East and North Africa (MENA) women business owners have access to
financial institutions, yet they are not accessing formal finance itself. This is a significant
and profitable opportunity for lending institutions. Access to finance varies greatly
between countries and ranges from about 5 percent of the adult population in Papua New
Guinea and Tanzania to 100 percent in the Netherlands (for a comprehensive list of
estimated measures of access to finance across countries see Demirgüç-Kunt, Beck, &
Honohan, 2008).
In Mozambique, It is widely accepted that women have less access to financial services
than men, particularly in Sub-Saharan Africa (Alterido, Beck, & Lacovone, 2013). Due to
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existence of gender gap in Sub-Saharan Africa, and conclude that the barriers for women
are largely outside the financial sector. In Botswana, Empirical literature suggests that
women owned enterprises, especially those owned by women and youth, have
constrained access to external finance from formal banks (Kapunda, Magembe & Shunda,
2007). Collateral constraint and bureaucratic procedures being cited mostly as major
factors; these constraints the attainment of funding from financial institutions (Kuzilwa,
2005). In a poor country like Tanzania, it is quite hard to find an average citizen owning
valuable land or other property that can be used to secure loans; if they do own one, most
average Tanzanians don’t find it a merit to have title deeds citing the difficulties of plot
valuing and measuring as reasons for not seeking title deeds for their lands.
A study carried out by Mwangi and Bwisa (2013) on challenges facing entrepreneurs in
accessing credit: a case of youth entrepreneurs in Makuyu, Kenya found out that most of
youth entrepreneurs faced challenges in accessing credit due high cost of credit evidenced
in high loan processing fees, high rate of legal fee, high rate of interest, high cost of credit
insurance and high expenses incurred in travelling in the process looking for credit. The
research recommends that the financial institutions should look for ways of developing
credit products that would attract the youth. The lenders and other stakeholders should
explore lowering rate of interest for credit products meant for the youth. Another study
was done one effects of access to financial credit on the growth of women owned small
retail enterprises in Uasin Gishu County: a case of Kapseret Constituency. The study
found out that interest rates affected access to credit by women entrepreneurs owning
small scale business enterprises in Kapseret Constituency (Cheluget, 2013).
In order for the Kenyan SME’s to fulfill the target of attaining accessing bank lending,
above and much more, they need access to finance to carry out their business operation
and expansion. The seeming lack of finance for SMEs is not only retarding their
expansion but also the growth of the nation’s economy. Macroeconomic conditions in
Kenya since the 2007-2008 post-election violence have been intolerable to the small
business sector. Consequently, the banking sector seemed to have been hit hard by the
interest rate cap. The bill was passed by Kenyan parliament in late 2016, which later
became law. Many banks responded with higher threshold for bank borrowers and hence
reduced lending opportunities he SME sector (ICPAK, 2017).
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In Nairobi County, women entrepreneurs face numerous problems accessing finance for
starting business which include lack of collaterals, high interest rates, and stringent
lending policies.
1.2 Problem Statement
In terms of context a number of studies (Mody & Patro, 2011; Bosse 2009;) on the
demand side factors of financing have been conducted in the developed economy such as
US , Japan, China, Korea, and Germany. Therefore, a knowledge gap exists on the role of
demand side factors in the context of the developing economies. This is based on the fact
that credit market in the developed country differs significantly with those in developing
countries such as Kenya in terms of credit products, number of lenders and formalization.
It follows therefore that the lending institutions might be more developed and entrenched
within the credit market in developed countries than in the developing economies.
Accordingly, the effects of demand side factors in respect to access to finance by women
in business may differ between developing and developed economies. Therefore, the
study intended to fill this knowledge gap by assessing the effect of demand side factors
influencing bank lending to women owned enterprises in Nairobi County.
1.3 Purpose of the Study
The purpose of the study is to investigate demand side factors influencing bank lending to
Women entrepreneurs in Nairobi County with specific reference to the Women in
Business in Nairobi City.
1.4 Research Objectives
The study was guided by the following research objectives:
1.4.1 To establish how owner characteristics influence bank lending to women owned
enterprises.
1.4.2 To assess how firm characteristics influence bank lending to women owned
enterprises.
1.4.3 To examine to what extent Borrower-Bank relationship influences bank lending to
women owned enterprises.
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1.4.4 To assess how market failure attributes influences bank lending to women owned
enterprises.
1.5 Importance of the Study
1.5.1 Banks and Lending Institutions
The study may serve as revelation for all banks and other lending institutions in designing
and implementing proper loans scheme directed to women in business so that women can
easily access funding for their enterprises.
1.5.2 Policy Makers
The study acts as a guide to government institutions and women based organization in
fostering policy interventions that eliminate hurdles and create viable environment that
supports funding to women owned and operated businesses.
1.5.3 Academicians and Scholars
The study serves as reference point for researchers interested in women financing and
related issues.
1.6 Scope of the Study
The study was conducted in Nairobi County among women owned enterprises in the city.
It aims to unearth the demand side factors influencing bank lending to Women
entrepreneurs in Nairobi County, with specific interest on the extent to which owner
characteristics, firm characteristics, lending relationships and market failure affect bank
lending to women owned enterprises. The data collection was conducted with 295 women
owned enterprises in different business sectors in Nairobi County, over a period not
exceeding two weeks by use of a structured questionnaire.
This research focused on small and medium enterprises in Kenya. The SMEs in Nairobi
County, Kenya’s capital were chosen as representatives in this research. Nairobi city has
been chosen because of its accessibility to the researcher. It is also a city whose
infrastructures offer an enabling environment for Women owned SMEs’ growth
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opportunities. The resource availability, as in terms of time and finance, dictated the
choice and the target population. The entire population of Kenya Association of Women
Entrepreneurs was 216 as of 4th June 2017, and all these were grouped into 10 different
clusters for easier data collection. Cluster sampling was needed especially when the target
population is too large and at the same time resources are scarce (Mugenda & Mugenda,
2012). Five of the ten clusters are then chosen to represent all the clusters, and therefore
the target population. The results of this research should therefore be interpreted
accordingly to suit this scope.
The main challenge the researcher encountered in this research is lack of proper
documentation of the operating Women based SMEs in the city. Due to lack of
conventional definition that distinguishes micro from small, and from medium
enterprises; there is likely to be difficulty because those firms that are regarded as SMEs
by the city council of Nairobi actually may include micro, small and medium enterprises.
That is why this research has adopted the term ‘SMEs’ to include micro, small and
medium enterprises. Forming clusters that would exclude overlap of the type of business
was also a great challenge in this research.
1.7 Definition of Terms
This is a definition of terms used in the study as intended by the researcher.
1.7.1 Entrepreneurship
Entrepreneurship is the efforts to bring about new economic, social, institutional, and
cultural environments through the actions of an individual or group of individuals
(Rindova et al. 2009).
1.7.2 Entrepreneur
Entrepreneurs are those individuals who are able to identify the chief significant
uncertainties facing a novel idea and experiment in a way that resolves the greatest
proportion of the uncertainty around in the quickest and most effective way (Kerr, Nanda,
& Kroph 2014).
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1.7.3 Woman Entrepreneur
Women entrepreneurs may be defined as a Woman or a group of women who initiate,
organize and run a business enterprise (Cohoon, Wadhwa, & Mitchell, 2010).
1.7.4 Owner Characteristics
These are personal attributes of the business owner; level of education, age, knowledge
about business laws, managerial skills etc (Gundry & Kirkul, 2007).
1.7.5 Firm Characteristics
According to Golan et al., (2003) firm’s resources and objectives summarized as firm
characteristics, influence performance of organizations. These include structure, market
and capital-related variables. Structure-related variables include firm size, ownership and
firm age. Market related variables include industry type, environmental uncertainty and
market environment. Capital-related variables entail liquidity and capital intensity.
1.7.6 Business Relationships
“The term ‘business relationship’ includes relationships with business partners, entities in
the supply chain and any other non-State or State entities directly linked to its business
operations, products or services” (Norges Bank, 2013).
1.7.8 Market Failure
Market failure occurs when freely-functioning financial markets fail to deliver an
efficient and/or socially optimum allocation of scarce resources (Michael, 2008).
1.8 Chapter Summary
The chapter has presented a brief introduction to the thesis. It has explained that the
research is aimed at examining the demand side factors influencing bank lending to
Women entrepreneurs in Nairobi County. The chapter identifies the statement of the
problem, purpose of the study as well as the study objectives to be explored. The chapter
identifies three research questions: To establish how owner characteristics influences
21

bank lending to women owned enterprises; To assess how firm characteristics influences
bank lending to women owned enterprises; To examine to what extend business
relationships influences bank lending to women owned enterprises; To assess how the
market failure attributes influences bank lending to women owned enterprises. The
chapter also outline’s the justification of the study and its benefits to various people as
well as other organizations and the scope of this study is also discussed. Chapter two,
which is the literature review examines existing texts to find out what previous studies
have found and what they have omitted. This was guided by the specific objectives of the
study. Chapter three highlights and explains the methodology of the study including the
research design, the population, the sampling design, the research procedure and the data
analysis. Chapter Four offers the study findings while Chapter Five provides the summary
of the study, the discussions of the findings, the conclusion and recommendations of the
study.
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CHAPTER TWO
2.0 LITERATURE REVIEW
2.1 Introduction
This chapter will look into the information from the available literature on demand side
factors influencing bank lending to Women entrepreneurs in Nairobi. The literature was
guided with the following research objectives: To establish how owner characteristics
influences bank lending to women owned enterprises. To assess how firm characteristics
influences bank lending to women owned enterprises. To examine to what extend
business relationships influences bank lending to women owned enterprises. To assess
how the market failure attributes influences bank lending to women owned enterprises.
2.2 Owner Characteristics and Bank Lending To Women Owned Enterprises.
Entrepreneurial characteristics have profound consequences for running a business. In the
case of SMEs the owner’s characteristics are hard to separate from those of the business.
Previous research has been conducted to explore the managerial characteristics and
enterprise growth. It is generally assumed that individuals who have certain business or
management ability will influence their success in business. OECD (2008) also
highlighted that the small scale producers in developing countries fail to expand primarily
because they lack managerial ability, skills and knowledge. For this reason, entrepreneur
related factors take a priority position in all credit assessments by the borrowers. The
entrepreneur related factors are educational background, experience and networks. Past
research found a positive relationship between higher educational qualifications and
business growth (Kozan, Oksoy, & Ozsoy, 2006). Education affects entrepreneurs’
motivation (Smallbone & Wyer, 2000). Furthermore, education helps to enhance the
exploratory skills, improves communication abilities and foresight. These enhanced skills
are positively related to presenting a plausible case for a loan to a banker at the time of
preparing a loan proposal and hence convincing the banker during the client interview.
2.2.1 Age of the Owner/Manager
Age is one of the most commonly studied factors that affect access to bank loan. The
effect that age has on access to bank loan can be viewed from both demand and supply
23

side of loan. From the perspective of demand side, age is a factor that determines the
owner or manager’s preference or self-selection of either being user or non-user in the
credit market (Nakano & Nguyen, 2011). This is based on the assumption that a particular
age group tends to behave and prefer in a different way than other age groups. For
instance, older owner/managers commonly appear to be risk averse (Nakano & Nguyen,
2011) and do not want to use bank loan. The motivation of entrepreneurs also varies with
age. For instance an old entrepreneur motivation to run a business often appears to be just
a hobby or monopoly of power. Such individuals tend to fail to attract, apply or secure
external finance. Similarly, from supply side perspective, banks’ perception of different
age group also affects access to bank loan. For instance, entrepreneurs of old age group
are generally perceived as non-innovative and non-dynamic. Young aged owner or
managers are perceived as innovative and good performers, but risky portfolio. In
addition, Abdulsaleh and Worthington (2013) observed that information asymmetry
decreases as the age of owner/managers increases and lead to an improved access to bank
loan. Therefore, there are some implicit and explicit implications which can affect the
decision of both the lender and borrower.
There are several studies that investigated the effect of age on access to finance, however
there are mixed results, mainly on the significance of the variable. Aging is a process
associated with a general decline in the physical functioning of the human body, such as
the ability to remember, react, move and hear. By analogy, firms should weaken over
time and lose their ability to compete. If performance declines as firms grow older, it
could explain why most of them are eventually taken over (Loderer, Neusser, & Waelchli,
2009).
A study conducted by Nguyen and Luu (2013), Fatoki and Odeyemi (2010) and Nguyen
and Luu (2013) showed that age do not have significant effect on access to finance.
Slavec and Prodan (2012) also found out that age and debt lending do not have significant
relationship. However, contrary to the above findings, Nguyen and Luu (2013)
demonstrated that age have significant effect on the studied firms’ ability to access
finance. As it can be concluded from the above discussion, the results of the studies on
this factor have mixed result, more particularly with regard to its significance. The result
on the direction of the effect that age has on access to bank loan is also mixed. However,
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Abdulsaleh and Worthington (2013) suggested that the positive effect of age on access to
credit prevails over the negative effects.

2.2.2 Level of Educational of the Manager/Owner
In some studies (Kasseeah & Thoplan, 2012), educational level is measured with ordered
category as primary level, secondary level, tertiary level etc. But in this study it was
measured with the number of years the owner/manager attended school, as continuous
value. There are several studies which concurred with the opinion that the quality of
human capital increases as the years the owner/manager spent in school or training
increases. From the perspective of the supply side, banks perceive owner/manager with
higher educational qualification as creditworthy. Therefore, such entrepreneurs have
higher likelihood of accessing bank loan than those who don’t have. These authors also
suggested that educated owner/manager have confidence to overcome obstacles of
accessing bank loan and relatively well informed on bank credit services and its
requirements. Thus, it is more likely that such individuals tend to apply for loan than
others with lower educational qualification.
Zarook et al. (2013) and Slavec and Prodan (2012) discovered that educational level of
owners have significant positive correlation with access to bank loan. Ahmed and Hamid
(2011) used the top manager’s level of education as a measure of the quality of human
capital and found significant positive relationship between educational level and the
probability of accessing bank finance. Pandula (2011) also obtained a result that shows
that educational background has significant relationship with access to bank loan. Nguyen
and Luu (2013) treated education into three different variables, namely: basic educational
level, professional educational level and knowledge about Enterprise law and Tax law.
Kira (2013) established that SMEs with owner/manager who have educational
qualification of vocational level and beyond are more likely to be favored by banks to
access credit. Le, Venkatesh and Nguyen (2006) identified that there is strong effect of
educational level on networking. The author also showed that networking influences
firms’ accessibility to bank lending. To the contrary, Abdesamed and Abd (2012) by
using logit regression discovered that educational level of the owner/manage has positive
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but found insignificant influence on firms’ access to bank loan at startup. As it is
displayed in the above discussion, there is no consensus on the significance of the effect
that educational level of the owner/manager on access to bank loan.
The above discussion shows that there is research gap throughout the subject. As it can be
observed in the empirical literature review, since there is no standard framework, the set
of variables considered varies from study to study. How the variable is measured also
vary across different studies that made comparison impossible. Most of the studies
followed a general focus on access to finance rather than on access to bank loan
(Talavera, Xiong, & Xiong, 2010). Research results reviewed shows that there has been
mixed results which calls for more research interest to further investigate the effect of the
characteristics of the owner/manager on access to bank loan (Atieno, 2009).
Previous research, in particular has explored how the managerial education affects the
access to credit. For example, Kumar & Francisco (2005), found a strong education effect
in explaining access to financial services in Brazil. They also found that graduates had the
least difficulties raising finance from banks. The researchers have given three
interpretations for this finding. Firstly, more educated entrepreneurs have the ability to
present positive financial information and strong business plans and they have the ability
to maintain a better relationship with 10 financial institutions compared to less educated
entrepreneurs. Secondly, the educated managers/owners have the skills to manage the
other functions of the business such as finance, marketing, human resources and these
skills results to high performance of the business which helps those firms to access
finance without any difficulty. The third reason stems from the supply side, where the
bankers value higher education level of the owner/manager in the loan approval process
as an important criterion (Storey, 2007).
2.3 Firm Related Characteristics and Bank Lending
This section presents literature in connection to structure-related firm characteristics
include size, age and ownership. The size reflects how large an enterprise is in
infrastructure and employment terms.
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2.3.1 The size of the Firm
The size of a firm is one of the major drivers of operational costs. McMahon (2001)
points out large microfinances are more productive in terms of average cost per borrower
and also have better write-off ratios. He also found that bigger microfinances are
associated with smaller average costs making them more efficient. Similarly, Usman and
Zahid (2011) found that larger firms have higher ROA, ROE and operational selfsufficiency. Small firms not only find it difficult to compete with larger firms in the
market but they also face problems in obtaining finance, thereby hampering their ability
to grow. For example, Heshmati in Usman and Zahid (2011) examined the relationship
between size and sales growth small firms in Sweden and found that sales growth was
higher in larger firms compared to the smaller ones.
There are several theoretical reasons why firm size would be related to the capital
structure of the firm. Firstly, smaller firms may find it relatively more costly to resolve
informational asymmetries with lenders and financiers. Consequently, smaller firms are
offered less capital, or are offered capital at significantly higher costs relative to larger
firms, which discourages the use of outside lending by smaller firms. The transactional
costs offered on Lending to Women are another reason for high costs of credit.
Large firms tend to be well diversified in their operations which influence their stability;
thereby size can be substituted for insolvency (Honhyan, 2009). Cassar (2004) stipulated
that small firms find more expensive in solving problems associated information
asymmetry with lenders. Most of firms in Tanzania operate in SME sector featured with
difficulties in start-up and growth barriers associated with a shortage of finance. Fatoki
and Asah (2011) find out that firm size impacts SMEs access to debt finance from
commercial banks whereby small enterprises are less favored to large firms.
Consequently, it’s hypothetical existence of a positive association between the firm size
and SMEs access to debt financing.
Burkart and Ellingsen (2004) state that the size of a firm has an important influence on
the debt ratios as firms with more real assets tends to have greater access to long-term
debt. Honhyan (2009) finds that larger firms tend to be more diversified and fail less
often, so size can be an inverse proxy for the probability of bankruptcy. Cassar (2004)
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argues that it may be relatively more costly for smaller firms to resolve information
asymmetries with debt providers. Consequently, smaller firms may be offered less debt
capital. In addition, transaction costs are typically a function of scale and may be higher
for smaller firms. Therefore, it is hypothesized that, there is a positive relationship
between the size of the SME and access to debt finance from commercial banks.
Mac and Bhaird (2010) in a study of samples of the capital structure of 299 Irish Small
and Medium Scales Enterprises (SMEs) using hypotheses formulated from pecking order
and agency theories and also incorporating a financial growth life cycle approach
discovered that the age, size, level of intangible activity, ownership structure and the
provision of collateral are important determinants of the capital structure in SMEs.
Zellner (1962) also in a study of the capital structure in several firms discovered that the
influence of age, size, ownership structure and provision of collateral is similar across
industry sectors, indicating the universal effect of information asymmetries and also
discovered that firms overcome the lack of adequate collateral security by providing
personal assets as collateral for business debt, and by employing additional external
equity.
2.3.2 Age Structure of the Firm
According to Kneiding and Mas in Usman and Zahid (2011), age related factors can be
observed on three different levels: an old microfinance may have more customers which
may drive economies of scale; higher average loan sizes resulting from repeat customers
may improve the cost structure and more knowledge about customers may streamline
processes. Length time in operation may be associated with learning curve. Old players
most probably have learned much from their experiences than have done by new comers.
Kristiansen, Furuholt, & Wahid (2003) found that length time in operation was
significantly linked to business success. These studies found that microfinance efficiency
and profitability were strongly related to its age. The large pool of customers with an old
microfinance and the resulting efficiency is therefore, likely to make it achieve a higher
growth in outreach and higher AROA and financial self-sufficiency.
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2.3.3 Firm Diversification
Firm diversification refers to expansion into new areas of business, or expansion of a
commercial organization into new areas. Given that performance represents an
investment in improving products and processes, Stimpert and Duhaime’s (1997) results
may argue for a positive relation between firm diversification and performance. Further a
diversified firm is likely to be very similar in terms of organizational culture, technology,
operating procedures, and competitive priorities. Therefore, the lessons learnt from a
successful implementation of quality management in one operating unit can easily and
efficiently be implemented in other operating units. More specifically, the approaches,
procedures, techniques, and systems developed at one operating unit should be applicable
and transferable at low cost to other operating units. Furthermore, as operating units gain
experience with quality, the specific knowledge created in the process can be transferred
at low cost to other units. Synergies among product quality improvements are more
likely. A higher quality product in one area is more likely to reflect well on similar
products in related areas.
2.3.4 Location of the Firm
Berger and Udell (2006) find out that the geographic closeness between lenders and
customers has an association with a firm to access to credit. The lenders who are
geographically proximity to their customers are capable to utilize soft available
qualitative information to establish the credibility of their customers for credit quality.
Gilbert (2008) spotted that the location of the firm has a noticeable relationship with
access to the marketplace, supplies and to other resources such as capital, labor, and land.
Consequently, firms sited in urban locations may have a higher possibility of success than
firms located in rural locations with access to credit, market and other resources. Fatoki
and Asah (2011) find out that SMEs located in urban are successful in access to debt
financing compared those located in rural areas. Physical closeness between lenders and
borrowers produce an improved form of environmental scrutinize that aid SMEs to access
credit from lenders. Consequently, there is a positive relationship between firm’s location
and access to debt financing by SMEs.
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2.4 Borrower-Bank Relationship and Bank Lending
Lending relationship, the independent variable in this study, comprises of a situation
where due to a long interaction between the lender and the borrower the parties
understands one another in terms of the risks involved in their financial transactions The
concept of lending relationship is associated with the provision of financial services made
by financial institutions that acquire specific information on the same clients over
multiple interactions (Boot & Thakor, 2000). The repeated interactions with the same
client create an opportunity for the lender to benefit from inter-temporal information
reusability. According to Berger (1999) there are three conditions that are met when
relationship banking is present namely: The lender collects information outside freely
accessible public information; the collection of information takes place by means of
repeated interactions with the borrower generally through the provision of various
financial services; the information remains confidential to the lender.
Relationship lending can mitigate information asymmetries by developing private or soft
information about, such as the creditworthiness, a firm´s financial prospects and owner
characteristics over time. This information can help to better assess the risk of the
borrower to make a decision about whether to grant a loan to a firm and with which
conditions (Menkhoff et al., 2012; Behr et al., 2011). However, to foster a lending
relationship a first contact between SMEs and banks must be initiated. A study by
Chakravarty and Shahriar (2010) examined the extent bank-borrower relationships impact
the probability in the application and approval of microcredit. This study was conducted
in Bangladesh and target 34 villages where borrowers of the Grameen Bank were
interviewed on their relationship with the bank. The results emanating from this study
indicated that borrowers with a longer membership with the Bank and those who have a
track record of previous loans are more likely to apply for a microloan and to be
approved. Behr et al. (2011) evaluated the impact of lending relationships on loan
decisions.
The study analyzed a sample of 30,100 loan applications by 15,000 micro and small firms
in Mozambique between 2000 and 2006. The sample contained information about the
rejection or acceptance of the loan applications and allowed them to analyze the impact of
lending relationships on the loan decision. Moreover, information about collateral
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pledged was available. The number of loans granted per potential borrowers acted as
proxy for the intensity of the lending relationship. This allowed measuring the effects of
lending relationship on access to bank loans for the firms of the sample. The results of the
analyses demonstrated that the likelihood of obtaining loans increases with the duration of
a lending relationship. Moreover, borrowers with longer lending relationships had to
pledge less collateral. The analysis showed that not all borrowers obtained a loan. Only
around 70 per cent of all applications were accepted. A study by Hernandez-Canovas and
Martinez-Solano (2007) on the effect of relationship lending on SMEs in Spain showed
evidence that relationship lending 27 helped SMEs access loans from banks. Besides the
reduction of information asymmetries, another advantage of relationship lending may be
the inter-temporal smoothing of borrowing costs.
Researchers have also emphasized that networks can be used as the solutions to overcome
the problems of access to limited resources and markets (Atieno, 2009). It is also argued
that networks help to provide advice, information and capital to small firms. Applying
this idea in the context of banking, it can also be argued that, being associated with a
professional, trade or social associations such as clubs, societies or associations may also
lead to having access to bank loans. Talavera, Xiong and Xiong (2010) investigated the
impact of social capital on financial obstacles faced by entrepreneurs using a pooled data
of about 270 small companies.
The researchers concluded that membership in business associations increase the
probability of having a loan by 14.8 percent. They have acknowledged that networking
sometimes called external relations, of firms among industry, trade associations and other
forms of association create learning by facilitating the sharing of knowledge, providing a
means for organizations to learn from the experience of others in the industry. It is
therefore clear that small business owner/managers use networking to obtain key
information, learning opportunities and problems and to gain access to, or enhance
understanding of sources of finance. Thus, it is logical to assume that businesses with
networks are more likely to have easy access to bank credit compared to those who do not
have such networks.
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2.4.2 Theories Related to Borrower-Bank Relationship
2.4.3.1 Market Orientation Theory
Considering inequality, market-oriented theories claim that if left to the free-market, all
products and services will reach equilibrium, and price stability will reduce inequality.
For example, in countries with huge pools of unskilled agricultural laborers but limited
agricultural land, agricultural land is very poorly compensated. According to marketoriented theories, over time the low wages earned by agricultural laborers will induce
more people to learn other skills, thus reducing the pool of agricultural laborers. With less
supply and stable demand, the wage for agricultural labor will rise to a sustainable level.
Thus, the status of agricultural laborers will rise, and inequality was reduced (Boundless,
1998). Generally,

market orientation theory holds that the key to achieving

organizational goals is being more effective than competitors in integrating marketing
activities to determine the needs of target markets (Kotler, 2010) Firms with better
understanding of their customers, competitors and environment have a competitive edge.
Closely linked to market orientation theory is the Evolutionary systems change theory
which argues that the ability of a firm to survive and succeed depends upon its ability to
search for and respond to the needs of the market niches.
An investigation and analysis by Hadcroft and Jarratt (2007) of 51 resources (papers and
articles on market orientation) showed that authors frequently referred to the works of
one or more previously mentioned thought leaders, who agree that market orientation
theory advocates consistent orientation throughout the enterprise, and regular, external
market focus. Some conclusions deduced from this analysis showed that market
orientation is defined as a succession of behaviors based on information and a culture of
customer and competitor orientates inter-functional co-ordination. Moreover, it prioritizes
conception and delivery of exceptional customer value. In addition, market orientation
prepares behavioral norms for collecting, sharing and answering to market information
and also, it necessitates organizational systems and processes to assess customer needs
and market intelligence distribution. Furthermore, market orientation requires flexible and
adaptive organizational systems, and needs the commitment of top management.
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2.5 Market Failure and WOE Bank Lending
2.5.1 Information Asymmetry
Information asymmetry, the independent variable in this study, comprises of a situation
where in a contract the two parties involved does not have the full information about the
contract. According to Wu, Song and Zeng (2008) information asymmetry is a core
reason commercial banks are generally reluctant to provide loans to SMEs. In most
instances, SMEs are unable to provide information on their creditworthiness. Deakins et
al. (2008) argued that information asymmetry is more acute in new SMEs especially the
new one. They argued that at an early stage, information is limited and not always
transparent and assets are often knowledge based exclusively associated with the
founding entrepreneur. Especially with manufacturing or technology based firms,
entrepreneurs may be reluctant to provide full information about the opportunity because
of concerns that disclosure may make it easier for others to exploit. SMEs also present
significant information gaps caused by the lack of reliable and accurate financial
information, business and operational plans as well as critical business and financial
skills. This limits the ability of banks to assess the credit-worthiness of individual SME
borrowers (Mthimkhulu & Aziakpono, 2012).
A study by Calice, Chando, and Sekioua (2012) investigated obstacle to the development
of Lending to Women in Kenya. A large majority of banks in the country (88 percent)
considered lack of adequate information the most important deterrent to their involvement
with the SME segment. Amongst Kenyan banks, the lack of quality information was the
biggest SME-specific hindrance and obstacle to Lending to Women, cited by 100 percent
of the banks. Such is the perceived extent of the problem that some of the banks
mentioned that they have allocated internal budgetary resources to assist SMEs through
the extension of training services.
Further, Beck et al. (2008) studied hindrance of lending to SMEs by banks in Tanzania.
The banks cited the lack of information as the biggest hindrance to Lending to Women.
This, according to most Tanzanian banks, affected the quality of information provided by
SMEs, amongst other things, with 75 percent of Tanzanian banks mentioning this aspect
as a significant obstacle to their dealings with SMEs. One Tanzanian bank mentioned that
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they had allocated significant resources to training their SME clients in order to improve
both their business skills and quality of information submitted.
Finally, Stephanou and Rodriguez (2008) analysed both trend and structure of the
Lending to Women market in Colombia. They found that banks in the country regard the
SME segment as an attractive business opportunity though their level of sophistication in
terms financial reporting and business model were modest. The authors conclude that the
market is also characterized by institutional and policy constraints, which inhibits further
growth of Lending to Women.
2.5.2 Collateral Requirement
Collateral requirements, the independent variable in this study, comprises of a situation
where the lender requires security for the loan advanced to the borrower. Collateral plays
an important role in bank lending since it reduces the bank’s loss in case a borrower
defaults. The inclusion of collateral in a loan is costly for the lenders as well as for the
borrowers. For the lenders, costs arise in valuing and screening collateral and in the event
of repossession (Inderst & Mueller, 2007). Therefore, the inclusion of collateral might
have a negative impact on the profit of the banks (Bester, 2001).
For the borrowers it might occasion opportunity costs as assets, that otherwise would
have been used more productively, are tied up (Mody & Patro., 2011). Nevertheless, the
inclusion of collateral in a loan can also increase the profit of the lender. According to 24
the lazy bank theory of Manove, Padilla, and Pagano (2001) the provision of collateral
may weaken the incentives of the banks to thoroughly monitor a borrower and an
investment project. This is related to lower screening costs which may increase the
overall profits of a bank. Collateral is also widely thought to mitigate problems arising
from asymmetric information like adverse selection since it can be considered as
substitute for information (Voordeckers & Steijvers, 2006; Mody & Patro, 2011;
Menkhoff et al., 2012; Steijvers et al., 2010). Collateral can play a disciplinary role for
the borrowers in a way that borrowers get an incentive to use the money they received
productively and not carelessly shift into riskier projects. This helps to reduce the risk of
moral hazard for the lender (Manove, Padilla & Pagano, 2001). However, many SMEs
firms do not possess enough assets to cover the collateral requirements of banks. SMEs
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and start-ups are therefore more likely to experience credit rationing due to them under
collateralization.
Further, property prices often the source of collateral used by SMEs when borrowing
from banks, have fallen, leaving borrowers with less security to pledge against
prospective loans (Holton, McCann, Prendergast, & Purdue, 2014). Thus, deficient
collateral is one of the main reasons small firms are unable to obtain credit. Smaller firms
are required to put up on average 152 percent of the loan value as collateral; medium
firms need 154 percent. European Union (EU) countries average only 100 to 120 percent
of the loan value (World Bank, 2008). Gonas et al. (2004) examined the impact of
information asymmetry where they used information about the borrowers, the lenders and
the contract terms of 7,619 loans that had been issued in the US.
To measure the quality and quantity of information, they differentiated whether borrowers
were exchange-listed or had a credit scoring grade. They observed that firms without a
rating grade more often pledged collateral than rated firms. The study also measured
information in terms of whether borrowers were registered in the US. Those that came
from the outside the US had more often pledged 25 collateral than firms from the US.
These results confirmed the assumption that information asymmetries are positively
related to the provision of collateral. Mody and Patro (2011) also concentrated on the
impact of credit scoring systems on the reduction of information asymmetries and the
provision of collateral in the US. They concluded that the use of credit scoring systems
helped to overcome information asymmetries and lower the demand for collateral.
Mody and Patro (2011) inferred that the use of credit scoring technologies may mitigate
credit restrictions especially for firms with asymmetric information problems and a lack
of collateral since these systems reduced the need for collateral. This is elusive as the
scoring technologies were based on the information. The existence and the use of these
technologies alone will not reduce existing information asymmetries. Firms that cannot
provide information will obtain a bad credit scorings and, therefore, still be required to
provide collateral or even credit rationed (Mody & Patro, 2011).
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2.5.3 Credit Restriction
A credit restriction is an independent variable in this study, in which it is a situation
where the lender does not approval the full amount applied by the borrower. Credit
restrictions for SMEs arise from a higher default risk that is associated with SMEs. This
association is often due to the fact that commercial banks cannot generate sufficient
information about the businesses which applies especially for start-ups, and that the
business success is uncertain (Levenson & Willard, 2000). Under condition of imperfect
credit markets, interest rates fail to play the market clearing role of equating demand and
supply. But rather the banks adopt the strategy of credit rationing using the non-price
mechanisms so as to maximize their expected profits. Bank’s credit rationing behavior
may theoretically be influenced by a number of factors which include the borrower’s
observable characteristics (age, gender, wealth, experience, credit history), firm
characteristics (business experience, risk profile, earnings), and loan characteristics
(amount demanded, loan maturity, collateral offered, interest rate).
Diaz-Serrano & Sackey (2015) argued that the bank’s credit rationing behavior against
the firm’s loan demand can be categorized into three stages: the screening stage, the
evaluation stage, and the quantity rationing stage. At the screening stage, the bank
manager interviews the potential borrower to determine their eligibility for credit (in
terms of their creditworthiness, loan requirements and the terms desired) (Okurut,
Olalekan, & Mangadi, 2011). At the evaluation stage, the loan officer undertakes a
detailed analysis of the viability of proposed investment project (including detailed
investigations of the credit history, the type and value of proposed collateral, management
of the firm, probability of repayment Based on this information, the loan officer (and/or
the loan committee) makes a decision as to whether it was profitable 28 for the bank to
grant a loan or not. The borrowers deemed to be not creditworthy was denied loans
completely (credit rationed). At the quantity-rationing stage, the bank determines the
optimal loan size for a borrower at a given interest rate. A study by Okurut et al. (2011)
assessed the influence of borrowers’ characteristics on the outcome of loans application.
The findings reviewed that those who had other income had higher chances of their loans
getting approved. The Pearson’s correlation between having other income and the loan
application outcome was 0.802, correlation between loan application and other
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characteristics were education 0.616, age 0 .283 and gender 0.171. In essence having
other income is a good indicator of one’s ability to pay while education may increase
one’s chances of having other income (salary). Age and gender had a relatively weaker
influence on the outcome of the loan applications indicating that these two attributes may
not necessarily prove one’s ability to pay which is the one of the most critical
consideration according to the banks.
Similarly, on business characteristics Omboi and Wangai (2011) showed that business
earnings had a relatively higher influence on the loan application outcome. The
correlation between business earnings and loan application outcome was 0.720, while that
of business value and loan outcome was 0.689. The period which the business had existed
had 0.244. Thus business earnings were strong indicator of the businesses ability to repay
the loan since ability to repay is an important bank’s requirements. However, business
value is equally important given that fact that the higher the value of the business the
higher the ability of the business to offer adequate collateral which is also an important
consideration by the bank. The period the businesses have existed had a relatively weaker
influence on the outcome of the loan.
On loan characteristics, Okurut et al. (2011) argued that the amount of the loan applied by
the business had the strongest influence among the business characteristics with the
correlation coefficient of 0 .574. Those who applied relatively high amount of loans had a
higher chance of having their loans approved. While these findings indicate that those
who had applied higher loans had higher chances of their rating being approved, the
decisions on the size of the loan to be applied may be influenced by other attributes such
as high business earnings and value. As such an entrepreneur whose business is earning a
reasonable income and has a high value is likely to apply for a bigger amount. Thus the
relationship between the amount and the loan outcome may be explained by other
attributes rather than the size of loan alone. The empirical evidence suggest that
borrower’s observable characteristics and firm characteristic are critical in determining
the level of credit restriction by banks to SMEs. In Kenya the SMEs sector is
characterized by family ownership of the enterprise, small - scale in operations, low
earnings, and low value and are highly vulnerable to general economic conditions, and
few grow. It follows therefore SMEs are likely to suffer from credit restriction.
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2.5.4 Market Failure Theory
The proper role of banks and microfinance institutions as a starting point for the analysis
of SME’s lending should be approached in light of establishing their limiting factors. The
following theory justifies the reason behind the inefficient supply of finances to SMEs in
the market. According to private market efficiency theory as discussed by Mendes (2004)
posits that under certain circumstances private markets will allocate goods and services
among individuals efficiently in the sense that no waste occurs and that individual tastes
are matching with the economy's productive abilities. The hue and cry of SME’s seems to
point to failure of SME’s in meeting all the requirements‟ as the policy of lending in
financial institutions stipulates. Banks and MFIs most of them being private entity’s do
try and are able to provide efficient outcomes and if the SMEs were providing the right
atmosphere, then there would be little or no scope of lack of finances. In many cases,
however, conditions for private market efficiency are violated from the demand side
through factors like information asymmetry, lack of clear risk management policy among
others.
According to Davis (2013) while discussing market failure theory he put it that under
ideal conditions related to competition, information and the absence of externalities,
private competitive markets allocate resources efficiently. For financier (debt and equity
providers) to play a legitimate role the ideal conditions must be present and efficiency
must be the most important criterion for directing resource allocation. "Market failure"
occurs therefore when financial service providers in the markets do not allocate goods or
services efficiently. The existence of market failure provides an efficiency-based rationale
for concluding that MSME‟s are being limited in access to finance.
2.6 Chapter Summary
This chapter looks at literature review based on the specific objectives of the study; the
chapter looked into the several recent studies that relate to the objectives. In the next
chapter, research methodology used for this study and methods of data collection,
analysis and development were discussed.
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CHAPTER THREE
3.0 RESEARCH METHODOLOGY
3.1 Introduction
This chapter describes the research methodology that was used in this study. The chapter
covers the research design to be applied, population to be studied, the sampling design,
the data collection method that was used, research procedures to be undertaken and then
data analysis methods to be applied.
3.2 Research Design
According to Cooper and Schindler (2014), a research design is a framework that
constitutes the blue print for collection, measurement and analysis of data which entails
detailing the procedures necessary for getting the information needed to solve the
research problem. Therefore, it is the research design that provides basis and gives the
foundation for data collection, analysis and presentation. According to Collis and Hussey
(2009), a number of research designs exist but the main categories are: exploratory,
descriptive, and causal and correlational design.
Based on the research questions of this study, the researcher utilised qualitative
descriptive research design as the design for the study. According to (Koh & Owen, 2010)
descriptive research can be looked at as the “study of status” and its application is
commonly found in fields such as epidemiology, education and behavioral sciences. The
value of this research design is based on the premise that “problems can be solved and
practices improved through observation, analysis and description”. Kothari (2014) argues
that the descriptive research design is suitable for studies that seek to describe the
characteristics of a particular individual or group. Thyer (2010) concurs that the
descriptive research design is used in describing characteristics of a particular sample and
also describing the relationships between variables, phenomena and situations. The
general objective of this study is to find out the effects of a social capital on the growth of
Women Enterprises in Nairobi County and hence a descriptive research allowed both the
identification and explanations of the variables affecting growth of Women Enterprises in
Nairobi County.
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3.3 Population and Sampling Design
3.3.1 Population
In research, a population refers to the total collection of elements about which the
researcher wishes to make inference. It is the universe of people, place or things to be
investigated (Saunders, Lewis & Thornhill, 2016). The population for this study
comprised employees of Women Enterprises operating in Nairobi County. This
population was estimated at 216 in 2017 according to the Women in Business Website
(WIB, 2016).
3.3.2 Sampling Design
A research sampling design is that part of the research plan that indicates how cases are to
be selected for observation (Cooper & Schindler, 2014). The design therefore, maps out
the procedure to be followed to draw the study’s sample based on sample size (Saunders,
Lewis & Thornhill, 2016). In this study, sampling design was divided into sample frame
and sampling technique.
3.3.2.1 Sampling Frame
Sekaran and Bougie (2013) state that a sampling frame is a physical representation of all
the elements of the population from which the sample size is drawn. According to
Oladipo Ikamari and Kiplang'at (2015) sample frame is the detailed presentation of
population of study outlined in a table or figure. For this study, the sample frame
consisted of owners or finance directors from the 216 firms that operate in Nairobi
County as per December 2017. A list of registered firms was obtained from the office of
Industrialization, Trade and Enterprise Development in Nairobi County.

3.3.2.2 Sampling Technique
According to Sekaran and Bougie (2013) there are various types of sampling designs
outlined as follows; probability and nonprobability. Probability sampling is used when the
representativeness of the sample of importance takes a general approach but when time or
other factors rather than generalizations become critical, then nonprobability sampling is
generally used. This study employed stratified random sampling design. According to
Kombo and Tromp (2010), stratified random sampling involves dividing your population
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into homogenous sub groups and then taking a simple random sample for each group or
strata. Random sampling was employed to minimize the biasness in data collection
although it must be acknowledged that the sample may not be representative of a full
social spectrum and mainly comprised of the medium and small women enterprises
excluding the micro enterprises. This method has been chosen because it increases the
sample’s statistical efficiency; provided adequate data for analyzing the various
subpopulations and enabled different research methods and procedures to be used in
different strata (Cooper & Schindler, 2014).
The strategy for selecting the strata to include in the study was developed by considering
the different sectors of the Women Enterprises were stratified into three sections. They
included the service sector, the manufacturing sector and the trade sector. In the
population, the sectors were then subdivided into subsectors; financial services,
entertainment, agriculture, education, manufacturing and technological.
3.3.2.3 Sample Size
While defining a sample size, Oladipo, Ikamari and Kiplang'at (2015) describes it as the
actual number of individuals chosen form the universe to form a sample. It is through the
sample size that the researcher stads to make inferences about the entire population. In
practice, the sample size used in a study is determined based on the expense of data
collection, and the need to have sufficient statistical power (Creswell, 2014). According
to Mugenda and Mugenda (2012), cluster sampling is used when it is not possible to
obtain a sampling frame because the population is either very large or scattered over a
large geographical area. Since the target population in this research was large, and due to
time and resource constraints, was logically inaccessible, cluster sampling was suitably
employed.
In cluster sampling, the total population is divided into a number of discrete groups
(clusters) prior to sampling. The groups, in this research were based on the sector of the
business. The sampling frame is the complete list of clusters rather than a complete list of
individual cases within the target population. From these, a few clusters are then selected
using simple random sampling. Table 3.1 illustrates the study sample frame.

41

Table 3.1: Sampling Frame
No.
1
2
3
4
5
6
7
8
9
10

Sector
Financial services
Entertainment
Agriculture
Education
Information & Technology
Manufacturing
Building
Consultancy
Travel & Tours
Others
Total
Source: WIB, 2017 http://kawbo.or.ke/

Stratum Population Size
36
16
19
12
12
16
7
28
5
66
216

Based on the total population of 216 women entrepreneurs, a sample of 108 (50% of
population) was determined using Saunders, Lewis and Thornhill’s (2009) sample size
determination table at 95% confidence level (Appendix 5). This was then distributed
proportionally in the strata as per Pedhazur and Schmelkin’s (1991) and Kyamanywa
(2005), formula below:

r= c × s
p
Where
r is respondent required from a stratum
c is stratum population (category)
s is the desired size (108)
p is the total population (216)
Through the above formula, the sample size is as per the table 3. 2 below
Table 3.2: Sample Size
No.
1
2
3
4
5
6

Sector
Financial services
Entertainment
Agriculture
Education
Information & Technology
Manufacturing

Stratum population
Size(r= c × s/p)
36
16
19
12
12
16
42

Sample Size
16
7
8
5
8
11

7
8
9
10

Building
Consultancy
Travel & Tours
Others
Total
Source: WIB, 2017 http://kawbo.or.ke/

7
28
5
66
216

3
19
2
29
108

3.4 Data Collection Methods
Primary data was collected using a questionnaire. The questionnaire was closed ended.
The issuing of questionnaires as a data collecting tool is convenient as the instrument
hence the choice. The questionnaire was issued via drop and pick method. Cohen,
Manion, and Morrison (2013) argue that the validity looks at whether the items in the
research measure what they are supposed to measure and relies majorly on the rigour and
skills of the researcher. The questionnaire was cross-referenced to the research questions.
The researcher also ensured that the number of respondents is enough to reduce errors.
The questionnaires will undergo a pilot test to ensure reduction in error when collecting
data.
The four sections of the questions will look into the following. The first section of the
questionnaire aimed at collecting demographic information of the respondents. This is
necessary to ascertain the respondents’ personality factors that influence bank lending to
Women Enterprises. The other four parts of the questionnaire covered all the specific
study objectives. Section two addressed responses about how owner related
characteristics influence lending to Women Enterprises. Some of the variables to be
assessed in this section include age, comprehension of loaning laws, and education levels.
The third section of the research tool focused on the second study objective; How
Borrower-Bank relationships affects lending to Women Enterprises. The variables to be
assessed include trust, friendships and social networks between the two parties. The last
section of the questionnaire related to the fourth study objective of how market failure
influences lending Women Enterprises whereby information asymmetry, high collateral,
high interest rates, hidden costs, among others were examined. Respondents were
expected to choose answers in a four Likert scale of Strongly Disagree (SA), Disagree
(D), Neutral (N), Agree(A) or Strongly Agree (SA).
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3.5 Research Procedures
The research procedures for this study included development of the questionnaire as the
data collection tool. The questionnaire was developed by the researcher based on the
research study objectives. The researcher obtained permission from the university and
also consent from the firms which the study was carried out on.
Pilot test is important for validity of study (Sekaran & Bougie, 2013) as well as reliability
of research instrument. The current study hopes to conduct a pilot test with an aim of
refining the questionnaire, identifying any loopholes and foreseeing any logistic
problems. Therefore, questionnaires in this study were distributed in two phases that is
piloting and then the main survey with the key respondents. Pilot test was limited to 30
questionnaires; they were issued at the nine Women Enterprises.
The researcher distributed the questionnaires to the employees of the Women Enterprises
selected. The questionnaires were administered through an online platform, the survey
monkey. As aforementioned, the researcher first had to obtain an introduction letter from
the administration of the United States International University upon recommendation by
the supervisor. Thereafter, the researcher obtained a clearance letter from Nairobi County
Council where the study was conducted. The researcher then issued the questionnaires,
which contains a brief introduction of the purpose of the research and how the
information provided by the participants was used. The participants were given two
weeks within which to respond to the questionnaires.
3.6 Data Analysis Methods
Data analysis is the process of examining, cleaning, converting, and analyzing data
collected in a research. The study utilised both qualitative and quantitative techniques as
recommended by Matthew, Miles, Michael, and Johnny (2014).
Both descriptive and inferential statistics was used to analyse the data obtained from the
study. According to Cooper and Schindler (2014), descriptive statistics refers to the use of
visually recognizable statistics like; frequency tables, bar graphs, pie charts and column
bar graphs. On the other hand, inferential statics imply the use of complex calculations
such as; correlations, chi-square tests, deviations, cross-tabulations to make deeper sense
44

of the data obtained. The study used Microsoft Excel and Statistical Package for Social
Scientists (SPSS) to generate the descriptive statistics and inferential statics respectively.
3.7 Chapter Summary
This chapter outlines the research methodology that was used in this study. It has
identified descriptive qualitative approach as the research design. The population of the
study being the employees has been discussed. A descriptive approach determined the
sample size. Questionnaires were used to collect data targeting the 150 owners of women
SMEs. The chapter closes by discussing the research procedures and looking at both the
descriptive and inferential techniques for data analysis using SPSS as a tool. The next
chapter discusses the results and findings of the study. The next chapter, Chapter four
presents the results of the survey.
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CHAPTER FOUR
4.0 RESULTS AND FINDINGS
4.1 Introduction
This chapter presents the research findings on factors that influence volatility in the
foreign exchange rate in Kenya.
4.1.1 Response Rate
Out of a total of 108 distributed questionnaires, 73 were dully filled representing a
response rate of 68.24%. Figure 4.1 represents the response rate for the study;
Response Rate

32%

Filled
Not Filled

68%

Figure 4.1: The Response Rate
4.2 Findings on Demographic Information
The demographic information on the questionnaires entailed the gender and age of
women entrepreneurs, their occupation, their academic qualifications, income levels,
annual sales, turnover, and the most pressing problem facing their respective enterprises.
4.2.1 Role of the Respondents
The role of the respondents is presented in the table below. The findings indicate that the
majority of the participants were owners at 90.1 percent followed by finance directors at
4.1 and lastly, managers at 5.6 percent.
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Table 4.3: Role of Respondents

Valid

What is your role in the organization?
Frequency
Percent
Valid Percent
Owner
64
86.5
90.1
Manager
3
4.1
4.2
Finance Director
4
5.4
5.6
Total
71
95.9
100.0

Cumulative Percent
90.1
94.4
100.0

4.2.2 Level of Education Qualification
From table 4.2 below, the majority of the respondents were holders of Bachelor’s Degree
52.7 percent, followed by Master’s Degree at 22.5 percent, Diploma 14.1, PhD at 4.2 and
the last were the holders of high school certificate.
Table 4.4.: Education Qualifications of the Respondents
What is your highest educational qualification?
Frequency Percent
High School

Cumulative Percent

1

1.4

1.4

1.4

Diploma

10

13.5

14.1

15.5

Bachelor's Degree

39

52.7

54.9

70.4

Master’s Degree

16

21.6

22.5

93.0

PhD

3

4.1

4.2

97.2

6.00

2

2.7

2.8

100.0

Total

71

95.9

100.0

Certificate

Valid

Valid Percent
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4.2.3 Industry of the Organization
The findings revealed that 26.8 percent of the enterprises fell in the category of finance,
ICT and other had 18.3 percent each. Agriculture was fourth at 11.3 percent,
entertainment 8.5 and Education at 7.0 percent. The results are shown in table 4.3 below;
Table 4.5: Industry Category for the SME

Finance

Valid

In which industry does your organization fall in?
Frequency
Percent
Valid Percent
Cumulative Percent
19
25.7
26.8
26.8

Education
ICT

5
13

6.8
17.6

7.0
18.3

33.8
52.1

Agriculture
Manufacturing
Entertainment
Other
Total

8
7
6
13
71

10.8
9.5
8.1
17.6
95.9

11.3
9.9
8.5
18.3
100.0

63.4
73.2
81.7
100.0

4.2.3 Number of Years in Operation

When asked about the age of business enterprises, majority were between 1-5 years, that
is, 76.8 percent, followed by 6-10 years at 18.8 percent. Only 4.3 percent of the business
enterprises had been in operation for duration of between 11-15 years as tabulated below.
Table 4.6: Number of Years of Operation

Valid

How many years has your business been in operation?
Frequency
Percent
Valid Percent
Cumulative Percent
1-5 Years
53
71.6
76.8
76.8
6-10 Years
13
17.6
18.8
95.7
11-15
3
4.1
4.3
100.0
Years
Total
69
93.2
100.0

4.2.4 Number of Employees in the Firm

Table 4.5 revealed that most of the SMEs had less than 10 employees represented by 56.9
percent while those with between 11-20 employees only constituted 18.1 percent.21-30
employees was represented by 19.4 percent while those with 31-40 and 41-50 employees
were represented by 2.8 percent each.
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Table 4.7: Number of Employees in the Firm
How many employees do you have in your firm?
Frequency
Percent
Valid Percent
Cumulative Percent

Valid

<10
11-20

41
13

55.4
17.6

56.9
18.1

56.9
75.0

21-30
31-40

14
2

18.9
2.7

19.4
2.8

94.4
97.2

41-50
Total

2
72

2.7
97.3

2.8
100.0

100.0

4.2.5 Major Source of Lending
Table 4.6 indicates half of the businesses were financed through personal savings. 20
percent by friends and relatives while bank had 18.6 percent. Venture capitalists financed
only 8.6 percent of the enterprises and the least was lending through Business Angels at
2.9 percent.
Table 4.8: Major Source of Lending for the Firm
What is/ are your major source(s) of lending? (Tick where appropriate)
Frequency Percent Valid Percent
Cumulative Percent
Personal Savings
35
47.3
50.0
50.0
Friends & Relatives
14
18.9
20.0
70.0
Valid

Bank
Venture Capitalists
Business Angels
Total

13
6
2
70

17.6
8.1
2.7
94.6

18.6
8.6
2.9
100.0

88.6
97.1
100.0

4.2.6 Startup Capital for the Firm
It was revealed that most of the SMEs were financed with initial capita of Ksh. 300001400000. This was an equivalent of 18.3 percent. The second category of SMEs was
financed by either <50,000 or 300001-400000. The third category was financed by Ksh.
50,000-100,000 and lastly, 8.5 percent of the enterprises were financed by a starting
capital of above 500,000.The findings are illustrated in table 4.7 below.
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Table 4.9: Amount of Startup Capital (Kes)

Valid

Estimate how much start-up capital did you invest in Kenya shillings?
Frequency Percent Valid Percent
Cumulative Percent
<50,000
14
18.9
19.7
19.7
50,000-100,000
12
16.2
16.9
36.6
200001-300000
12
16.2
16.9
53.5
300001-400000
14
18.9
19.7
73.2
400001-500000
13
17.6
18.3
91.5
Above 500000
6
8.1
8.5
100.0
Total
71
95.9
100.0

4.2.7 Total Annual Sales
On annual sales, most of the businesses recorded annual sales of between 10000015000000 a year. This was equivalent to 31.0 percent. Those that recorded annual sales of
less than 1,000,000 came second with a percentage of 25.4. Thirdly, were sales ranging
between 5000001-10000000 annually, that is, 22.5 percent. Only 14.1 percent of the
SMEs made annual sales of over 10,000,000.
Table 4.10: Firm's Annual Sales (Kes)
On average, what is the range of the enterprise’s total sales per year? (Tick appropriately)
Frequency Percent Valid Percent
Cumulative Percent
<1,000,000
18
24.3
25.4
25.4
1000001-5000000
22
29.7
31.0
56.3
5000001-10,000,000
16
21.6
22.5
78.9
Valid
>10,000,000
10
13.5
14.1
93.0
5.00
5
6.8
7.0
100.0
Total
71
95.9
100.0

4.2 .8 Annual Turnover for the Previous Year
Most of the businesses indicated that they registered annual turnover of less than
1,000,000. The second category realized a turnover of above 5000000 a year. The last
category of 21.1 percent was for those SMEs that had a turnover of between 1,000,0005,000,000. The results are tabulated in table 4.9 below.
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Table 4.11: Firm's Annual Turnover (Kes)

Valid

What was the annual turnover of your company in 2016?
Frequency
Percent
Valid
Cumulative Percent
Percent
<1,000,000
23
31.1
32.4
32.4
1000000-5000000
15
20.3
21.1
53.5
Above 5000000
20
27.0
28.2
81.7
4.00
13
17.6
18.3
100.0
Total
71
95.9
100.0

4.3.10 Main Challenge
When asked about the most pressing problem in their business conduct, respondents
revealed that access to finance was still a major hurdle at 52.2 percent. This was followed
by access to market and inadequate production inputs at 14.5 percent each. Only 10.1 of
the respondents indicated the other category.
Table 4.12: Firm's Main Pressing Challenge

Valid

What is currently the most pressing problem your firm is facing?
Frequency Percent
Valid
Cumulative
Percent
Percent
Access to Market
10
13.5
14.5
14.5
Access to Finance
36
48.6
52.2
66.7
Availability of skilled staff or
6
8.1
8.7
75.4
experienced manager
Inadequate production inputs
10
13.5
14.5
89.9
(e.g raw materials)
Other
7
9.5
10.1
100.0
Total
69
93.2
100.0

4.3 Influence Of Owner Characteristics On Lending To Women Businesses.
4.3.1 Descriptive Statistics
The findings about the Borrower-Bank relationship are illustrated in table 4.23. The
frequencies and percentages for each element of the owner characteristics is shown in
table 4.13.
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Table 4.13: Descriptive Statistics For Owner Characteristics
Owner Characteristics

%/f SD

D

N

A

SA

Total

Level of education has positive
influence on when/how to get
loans to improve the business.

f

1

10

26

26

7

70

%

1.4%

14.3%

37.1

37.1%

10.0%

I am discouraged from borrowing
a loan because the information on
availability and charges is not
communicated in a language I can
interpret.
I don’t know of the legal issues
that are needed to address access
to credit for my business because
conditions of laws and regulations
are very complex.

%

2.8%

11.1%

27.8%

36.1%

22.2%

f

2

8

26

16

%

2.0%

8.7%

22.5%

69.3%

20.1%

100%

f

21

20

17

12

3

73

%

5.6%

22.5%

39.4%

28.2%

4.2%

100%

f

4

16

20

3

71

%

9.9%

19.7%

22.5%

4.3%

100%

f

7

14

16

3

73

Banks highly prefers goaloriented and focused
entrepreneurs

%

19.2%

26.0%

31
32.9%

17.8%

4.8%

100%

f

14

19

24

13

3

73

Training sessions have helped us
to define capital and investment,
where to buy and sell, how to set
prices, investments, credit sales
for my business

%

4.2%

15.3%

55.6

20.8%

4.2%

100%

f

3

11

15

3

254

Those with better knowledge of
their target market are more likely
to get bank financing

%

1.4%

11.3%

39.4%

11.3%%

100%

f

1

8

28

8

73

%

1.4%

7.2%

34.8%

36.2%

20.3%

100%

f

1

5

24

25

14

69

Banks have been increasing
considering age of the applicants
when reviewing qualification for
loans.
Banks perceive female from their
male counterparts differently.

Management and management
experience is vital for any
business growth for it enhances
the process of getting tasks
accomplished with and through
people by guiding and motivating
their efforts.

20

28
43.7

100%
100%

72

40

52

36.6%
26

4.3.2 Correlational Analysis
The researcher sought to establish the correlation between owner characteristic, a factor
of demand side lending to women enterprises, and performance of women owned
business enterprises. Level of education of the women entrepreneurs was found to be
statistically significant and positively correlated (r=.264, p=.000) with bank lending. Age
was another variable of owner characteristics that was found to be statistically significant
(r=.275, p=.016). It is equally useful to note that other variables of owner characteristics
were also positively correlated with bank lending, though, they were all statically
insignificant at 5% significance level. (Legal Knowledge, Language Barrier, Goal
Oriented Entrepreneurs, Training programmes, Market knowledge, as well as
Management Experience of women entrepreneurs). However, gender of the respondent
was found to be negatively correlated with bank lending to women (r=-.335, p=.901). A
justification that most banking institutions were biased in their lending model to women
in business as tabulated in table 4.14.
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Table 4.14: Correlation Analysis Between Owner Characteristics and Bank Lending
Gender.
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Gender
Sig. (2-tailed)
Pearson Correlation
Legal
Knowledge
Sig. (2-tailed)
Pearson Correlation
Language
Sig. (2-tailed)
barrier
N
Pearson Correlation
Age
Sig. (2-tailed)
Pearson Correlation
Goal Oriented Sig. (2-tailed)
N
Pearson Correlation
Training
Services
Sig. (2-tailed)
Pearson Correlation
Understanding
Sig. (2-tailed)
of Markets
Sig. (2-tailed)
Pearson Correlation
Management
Sig. (2-tailed)
Experience
N
Pearson Correlation
Bank Lending Sig. (2-tailed)
N
Level of
Education

.178
.143
1
-.237*
.045
.068
.578
70
-.214
.075
-.136
.255
72
.083
.486
.056
.642
.737
.125
.309
68
-.335
.901
71

Legal
Language
Knowledge
Barrier
.205
.037
.088
.764
-.237*
.068
.045
.578
1
.192
.109
.192
1
.109
71
71
.148
.032
.217
.792
.136
-.058
.250
.632
73
71
-.230
-.003
.050
.979
.104
.017
.384
.890
.960
.778
.095
-.006
.440
.963
69
67
-.101
.013
.272 .278
68
63

Age
.036
.773
-.214
.075
.148
.217
.032
.792
69
1
.186
.120
71
-.221
.064
.159
.189
.826
.051
.685
67
.275*
.016
67

Goal
Training
Oriented
.064
-.191
.597
.114
-.136
.083
.255
.486
.136
-.230
.250
.050
-.058
-.003
.632
.979
71
71
.186
-.221
.120
.064
1
.047
.695
73
73
.047
1
.695
.063
-.248*
.598
.036
.441
.187
-.007
-.099
.951
.417
69
69
.602
.455
.291
.703
69
70
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Market
Management
knowledge
Experience
.114
.220
.352
.075
.056
.125
.642
.309
.104
.095
.384
.440
.017
-.006
.890
.963
70
67
.159
.051
.189
.685
.063
-.007
.598
.951
72
69
*
-.248
-.099
.036
.417
1
.356**
.003
.318
.942
.356**
1
.003
68
69
.289
.320
.277
.002
66
70

4.4 Influence of Firm Characteristics on Lending to Women Owned Businesses
4.4.1 Descriptive Statistics
Table 4.15 indicates the descriptive statistics – frequencies and percentages for the Firm
Characteristic variables: Age of the firm, number of employees, net profit, debt ratio,
geographical location, legal form of the business, number of business partners, level of
firm innovation and creativity, as well as diversification of the firm’s investment basket.
Table 4.15: Descriptive Statistics For Firm Characteristics
Firm Characteristics
The age of my business influences
financial accessibility from lending
banks.
The number of employees in my firm
directly influences he chances of
succeeding in bank loan applications.

The net profit of the firm determines
the amount loaned to the firm
Geography code of my firm
influences bank lending
The legal form of my business
influences bank lending
Debt ratio of the firm influences the
amount of bank lending extended to
the firm.
Perceived human capital of my firm
influences bank lending.
The number of business partners in
my firm influences bank lending
The level of Innovation intensity by
the firm is considered while making
approvals for bank lending.
A firm with more diversified
portfolio is more likely to be
financed by banks in my area

%/f
f

SD
1

D
5

N
16

A
30

SA
16

Total
73

%

1.5%

7.1%

23.5%

44.1%

23.5%

%

1.4%

1.4
%

4.3%

37.1%

47.1%

33

7

24

20

72
100%

100%
100%

f

1

3

f

6

3

26
20

20

17

12

3

73

37.0%

24.0%

17.0%

100%

27

17

12

71

18.2%

36.4%

37.9%

100%

12

24

25

66

31.3%

28.4%

16.4%

100%

21

19

11
7.1%
%

73

%

4.3

f

1

%

3.0%

f

2

13.7
%
10
6.1%
%
4
20.9
%
14

%

1.4%

8.6%

37.1%

45.7%

f

1

6

26

32

5

71

%

1.4%

8.6%

45.7%
%

37.1%

7.1%
%

100%

3

9

22

12

72

%

2.9%

7.1%

25
28.6%

31.4%

28.6%

100%

f

2

5

20

22

20

69

f

1

6

26

32

5

%

1.4%

8.6%

37.1%

45.7%

7.1%

f

6.4%

%

5

%

1.5%

55

100%

4.4.2 Correlational Analysis
The researcher aimed to establish the correlation between firm characteristic, a factor of
demand side lending to women enterprises, and the performance of women owned
business enterprises. The number of employees in the women owned businesses was
found to be positive and significantly correlated to bank lending (r=.256, p=.009).
Furthermore, the legal form of the business was also found to be statistically significant
(r=.432, p=.004). On the significant results’ list, the nature and level of human capital of
the business was significant (r=.675, p=.016). Surprisingly, geographical location was
found to be negatively correlated to bank lending to women owned businesses or women
entrepreneurs. Despite this outcome, it is important to emphasize that the rest of the
variables under firm characteristics were positively but insignificantly correlated with
bank lending (Net Profit, Debt Ratio, Business Partners, Firm Innovation, Investment
Diversification). Table 4.16 shows all the correlation between the firm characteristics and
bank lending to women run businesses.

56

Table 4.16: Correlation Analysis Between Firm Characteristics and Bank Lending

Age of the firm.
1

Number of Net Profit
Employees
.052
-.046
.673
.710
67
67
1
.097
.428
70
69
.097
1
.428
69
70
.055
.116
.650
.339
.211
.005
.091
.970
.176
-.177
.157
.154
.135
.279*
.269
.020
.209
.073
.083
.548
.251*
-.027
.036
.827
.046
.111
.708
.366

Correlations
Geographical
Legal Form
Location
-.230
.245
.059
.053
68
63
.055
.211
.650
.091
70
65
.116
.005
.339
.970
70
65
1
.005
.969
.005
1
.969
-.166
.224
.178
.080
-.129
.097
.287
.439
-.099
-.240
.414
.052
-.062
.180
.608
.148
.136
.220
.262
.076

Debt
Ratio
.287*
.022
64
.176
.157
66
-.177
.154
66
-.166
.178
.224
.080
1

Human
Capital
-.015
.904
67
.135
.269
69
.279*
.020
69
-.129
.287
.097
.439
.083
.508
1

Business
Partners
-.059
.635
68
.209
.083
70
.073
.548
70
-.099
.414
-.240
.052
-.004
.977
.127
.293
1

Firm
Innovation
.235
.054
68
.251*
.036
70
-.027
.827
70
-.062
.608
.180
.148
.071
.567
.110
.366
.157
.192
1

Investment
Bank Lending
Diversification
.134
.386
.281
.009
67
68
.046
.256*
.708
.339
69
67
.111
.767
.366
011
69
70
.136
-.123
.262
.872
.220
.432*
.076
.004
.013
-.527
.918
.539
.022
.675*
.857
.016
-.281*
.268
.019
.779
-.157
.319
.195
.233
1
.118
.453

Pearson Correlation
Sig. (2-tailed)
N
Pearson Correlation
Number of
Sig. (2-tailed)
Employees
N
Pearson Correlation
Net Profit
Sig. (2-tailed)
N
Pearson Correlation
Geographical
Location
Sig. (2-tailed)
Pearson Correlation
Legal Form
Sig. (2-tailed)
Pearson Correlation
Debt Ratio
Sig. (2-tailed)
Pearson Correlation
Human Capital
Sig. (2-tailed)
Pearson Correlation
Business Partners
Sig. (2-tailed)
Pearson Correlation
Firm Innovation
Sig. (2-tailed)
Pearson Correlation
Investment
Diversification
Sig. (2-tailed)

68
.052
.673
67
-.046
.710
67
-.230
.059
.245
.053
.287*
.022
-.015
.904
-.059
.635
.235
.054
.134
.281

Pearson Correlation

.386

.256*

.767

-.123

.432*

-.527

.675*

.268

.319

.118

Sig. (2-tailed)

.666

.009

011

.872

.004

.539

.016

.779

.233

.453

Age of the firm.

Bank Lending
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.083
.508
-.004
.977
.071
.567
.013
.918

.127
.293
.110
.366
.022
.857

.157
.192
-.281*
.019

-.157
.195

1

4.5 Influence of Borrower- Lender Relationship on Lending to Women Businesses
4.5.1 Descriptive Statistics
The findings about the Borrower-Bank relationship are illustrated in table 4.23. The
frequencies and percentages for each element of the Borrower-Bank Relationship is
shown in table 4.17.
Table 4.17: Descriptive Statistics For Borrower Lender Relationship
Borrower-Bank Relationship

I have established a personal relationship with
the financier which has enhanced credit
availability.
The closeness of the relationship between a
borrower and my Bank is often designated as a
very important factor for the pricing of loans.

%/f

SD

D

N

A

SA

Total

f

4

8

18

28

9

71

6.0
%
7.4
%

11.9
%
11.8
%

26.9
%
36.8
%

41.8
%%
36.8
%

13.4
%
7.4
%

5

8

25

5

2.0
%

8.7%

69.3
%

20.1
%

100%

f

21

20

17

12

3

73

%

6%

10.4
%

37.3
%

28.2
%

17.9
%

100%

f

4

7

19

12

67

%

9.9
%

19.7
%

43.7

22.5
%

4.3
%

100%

f

7

14

31

16

3

73

19.2
%
14
4.2
%

26.0
%
19
15.3
%

32.9
%
24

17.8
%
13
20.8
%

4.8
%
3
4.2
%

f

3

11

40

15

3

72

%

2
2.8
%
1.4
%
1

3

37
52.9
%
39.4
%
28

11
15.7
%
11.3
%%
8

70

11.3
%
8

17
24.2
%
36.6
%
26

10.1
%

10.1
%

24.6
%

33.3
%

21.7
%

100%

7

7

17

23

15

69

%
%
f

Borrowers with an exclusive and short duration
of borrowing with my bank, pay a much higher %
interest rate.
My bank gives better borrowing terms to
borrowers having no borrowing relationships
with other banks.
Our bank and the borrower have developed
rules and procedures for ensuring compliance
and following up repayment.
It is also important in our relationship with the
borrower to have a good loan contract.
It is also important in our relationship with the
borrower to have a good loan contract.

%
f

I have established a personal relationship with
the financier which has enhanced credit
availability.
The level of trust towards borrowers influences the
amount of loan advanced to the borrower.

The closeness of the relationship between a
borrower and my Bank is often designated as a
very important factor for the pricing of loans.

%

f
%
f

Borrowers with an exclusive and short duration
of borrowing with my bank, pay a much higher %
interest rate.
f
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4.3%

25

28

55.6

100%
100%
68

100%
73
100%

100%
100%
73

4.5.2 Correlational Analysis
The researcher aimed to establish the correlation between Borrower-Bank relationship, a
factor of demand side lending to women enterprises, and the performance of women
owned business enterprises. The findings revealed that only the first two elements of
borrower-lender relationships significantly impacted bank lending to women owned
businesses. Duration of the relationship, r=.392, p=.048; personal relationships with the
lender, r=.692, p=.049). All the other eight elements were insignificant but positively
correlated with bank lending to women owned businesses (closeness of relationship,
lower interests, high interests, better borrowing terms, trust level, incorporation of
borrower’s needs, collective rules/ procedures, and good loan contract) as displayed in
table 4.18.
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Table 4.18: Correlation Analysis Between Owner-Lender Relationship and Bank Lending
Relationship
Duration
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Personal
Relationship
Sig. (2-tailed)
Pearson Correlation
Closeness of
Relationship
Sig. (2-tailed)
Pearson Correlation
Lower Interest
Sig. (2-tailed)
Pearson Correlation
Higher Interest
Sig. (2-tailed)
Pearson Correlation
Better Borrowing
Terms
Sig. (2-tailed)
Pearson Correlation
Trust Level
Sig. (2-tailed)
Pearson Correlation
Incorporation of
Borrower’s Needs Sig. (2-tailed)
Collective Rules & Pearson Correlation
Procedures
Sig. (2-tailed)
Pearson Correlation
Good Loan
Contract
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Relationship
Duration

Bank Lending

N

1

Personal
Relationships
.007
.958
1

.007
.958
.183
.140
.203
.099
-.005
.969
.018
.887
-.040
.752
-.138
.274
.158
.203
-.055
.664
.392*
0.048

-.007
.958
.162
.195
.081
.517
.051
.691
.281*
.025
.198
.118
-.080
.523
-.213
.091
.692*
.049

69

63

Closeness of
Relationship.

Correlations
Lower
interests.

.183
.140
-.007
.958
1

.203
.099
.162
.195
.087
.484
1

.087
.484
.005
.967
.183
.145
.073
.564
.122
.332
-.004
.972
-.186
.139
.127
.933

.181
.139
-.013
.919
.063
.614
-.009
.946
.058
.637
-.047
.709
.264
.257

65

67

*. Correlation is significant at the 0.05 level (2-tailed).
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High
Interests
-.005
.969
.081
.517
.005
.967
.181
.139
1
.168
.175
.074
.554
.073
.559
-.074
.551
-.015
.907
-.832
.082
64

Better
Borrowing
Terms
.018
.887
.051
.691
.183
.145
-.013
.919
.168
.175
1
.375**
.002
.210
.091
.053
.674
-.149
.241
.106
.325
64

Trust
Level
-.040
.752
.281*
.025
.073
.564
.063
.614
.074
.554
.375**
.002
1
.375**
.002
.081
.516
.054
.669
.367
.008
64

Incorporation
of Borrower’s
needs
-.138
.274
.198
.118
.122
.332
-.009
.946
.073
.559
.210
.091
.375**
.002
1
.245*
.046
.107
.398
.498
.035
67

Collective rules &
procedures
.158
.203
-.080
.523
-.004
.972
.058
.637
-.074
.551
.053
.674
.081
.516
.245*
.046
1
.164
.188
.099
.125
69

Good loan
contract
.055
.664
-.213
.091
-.186
.139
-.047
.709
-.015
.907
-.149
.241
.054
.669
.107
.398
.164
.188
1
.443
.411
69

4.6 Influence of Market Failure on Lending to Women Owned Businesses
4.6.1 Descriptive Statistics
Results in table 4.19 indicates the frequencies and percentages for the elements of market
failure, a factor of lending to women owned businesses.
Table 4.19: Descriptive Statistics For Market Failure
Market Failure
Banks are focusing more on potential to

%/f

SD

D

f

1

10

%

1.4%

14.3%

37.1

37.1%

%

2.8%

11.1%

27.8%

36.1%

f

2

8

20

26

16

%

2.0%

8.7%

17.2%

69.3%

20.1
%

100%

f

21

20

17

12

3

73

%

5.6%

22.5%

39.4%

28.2%

f

4

16

28

20

%

9.9%

19.7%

43.7

22.5%

f

7

14

31

16

%

19.2%

26.0%

32.9%

17.8%

f

14

19

24

%

4.2%

15.3%

55.6

f

3

11

repay loan rather than on collateral
security.
The security requirements for my loan has

N
26

A

SA

Total

26

7

70

pushed me seek other means to fund my
business.
Banks lend on short term basis with high
interest rate and this hinders me from
credit.
Requirement posited by Banks in lending
have discouraged me from borrowing.
At times of interest rate charged is on some
loans is dependent on the security provided
or nature of business.
Banks at times resolve to use unrealistic

When analyzing the likelihood of loan

4.3
%

100%
72

100%
71
100%
73

13

3

73

20.8%

4.2
%

100%

15

3

254

39.4%

11.3
%%

100%

28

8

73

36.2%

20.3
%

100%

25

14

69

repayment, Banks adopt a risk averse
stance towards small firms.

4.2
%
3

100%

3
4.8
%

means of recovery for failure to repay a
loan.

10.0
%
22.2
%

100%

40
Banks insist on the provision of Collateral

%

1.4%

11.3%

f

1

8

%

1.4%

7.2%

f

1

6

36.6%

security as a primary lending condition.
There are unrealistic credit processing
costs and charges.

61

26
34.8%
24

4.6.2 Correlational Analysis
Lastly, the researcher purposed to establish the correlation between market failures
attributes, a factor of demand side lending to women enterprises, and the performance of
women owned business enterprises.

It was revealed that all the findings with the

exception of group borrowing arrangements (r=.105, p=.002) were negatively correlated
with market failure since impediments in the market made it hard for women
entrepreneurs and women in business to access funds from their respective banks
(unrealistic recovery means, too much focus on potential to repay loan, stringent
requirements, high collateral security demands, risk-averse stance when assessing client
credibility, preference to lend large firms short-term lending , charging high interest rates
unrealistic costs, all showed negative correlations). Table 4.20 indicates correlations for
both market failure elements and bank lending.
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Table 4.20: Correlation Analysis Between Market Failure and Bank Lending

Unrealistic
Recovery
Means
Unrealistic Recovery
Means
Focus on Potential to
repay loan
Stringent
Requirements
Group lending
Collateral Security
Risk-averse stance
Preference to lend
large firms
Preference to lend
large firms
High Interest Rates.
Unrealistic Costs

Bank Lending

Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)

.240
.054
.238
.055
.175
.157
-.226
.066
.120
.356
.203
.104
-.057
.650
-.082
.517
.060
.631

Pearson Correlation
Sig. (2-tailed)

N
**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

1

Focus on
Potential to
repay loan
.240
.054
1

Correlations
Stringent
Group
Requirements Lending
.238
.055
.204
.097
1

.175
.157
.177
.149
.371**
.002
1

Collateral
Security
-.226
.066
-.144
.241
-.135
.269
-.020
.871
1

Risk-averse
stance
.120
.356
.072
.576
-.135
.290
.141
.267
-.220
.080
1

Preference to lend
large firms
.203
.104
-.092
.462
.032
.800
.075
.543
-.090
.468
.246
.052
1

Short-term
Lending
-.057
.650
-.008
.949
-.024
.847
-.032
.796
-.147
.227
.158
.215
.166
.179
1

High Interest
Rates
-.082
.517
.008
.948
-.139
.267
-.186
.132
.008
.952
.045
.726
.247*
.048
.019
.882
1

Unrealistic
Costs
.060
.631
.154
.213
.216
.076
.121
.322
-.165
.177
.070
.587
.136
.273
-.175
.154
.230
.063
1

.204
.097
.177
.149
-.144
.241
.072
.576
-.092
.462
-.008
.949
.008
.948
.154
.213

.371**
.002
-.135
.269
-.135
.290
.032
.800
-.024
.847
-.139
.267
.216
.076

-.641

-.491

-.569

.105*

-.066

-.717

-.891

-.615

-.902

-.215

.092

.383

.011

.002

.921

.218

.013

.003

.072

.233

69

67

69

70

69

65

67

68

67

69

-.020
.871
.141
.267
.075
.543
-.032
.796
-.186
.132
.121
.322
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-.220
.080
-.090
.468
-.147
.227
.008
.952
-.165
.177

.246
.052
.158
.215
.045
.726
.070
.587

.166
.179
.247*
.048
.136
.273

.019
.882
-.175
.154

.230
.063

4.7 Chapter Summary
This chapter has presented the key research findings by quantitatively analyzing data
from the field. The analysis descriptive statistics (frequencies and percentages) was
performed on both the independent and dependent variables. A Pearson Correlation
Analysis has also been established on demand side factors influencing Lending to Women
by Kenyan banks.

64

CHAPTER FIVE
5.0 DISCUSSIONS, CONCLUSIONS, AND RECOMMENDATIONS
5.1 Introduction
The chapter provides the summary of key findings, a discussion of the results based on
the research objectives, conclusions, and the recommendations drawn from the empirical
findings on the relationship between independent variables and lending to women
entrepreneurs.
5.2. Summary of Findings
The study investigated the influence of demand side factors on lending to women owned
businesses.

The

independent

variables

included:

Owner

Characteristic,

Firm

Characteristic, SME-Bank Relationship, and Market Failure. The dependent variable was
lending to women entrepreneurs. Primary data was collected through a questionnaire
research instrument via online platform, the survey monkey. The data was tested for
normality using cronchbas alpha. A Pearson Correlation method was used to estimate the
relationship between demand side variables (Owner Characteristics, Firm Characteristics,
SME-Bank Relationship, and Market Failure) and Lending to Women among women
entrepreneurs. The findings were presented in the form of tables and graphs.
On the effect of Owner Characteristics, level of education of the women entrepreneurs
was found to be statistically significant and positively correlated (r=.264, p=.000) with
bank lending. Age was another variable of owner characteristics that was found to be
statistically significant (r=.275, p=.016). It is equally useful to note that other variables of
owner characteristics were also positively correlated with bank lending, though, they
were all statically insignificant at 5% significance level (legal knowledge, language
barrier, goal oriented entrepreneurs, training programmes, market knowledge, as well as
management experience of women entrepreneurs). However, gender of the respondent
was found to be negatively correlated with bank lending to women (r=-.335, p=.901).
On the effect of Firm Characteristics, the number of employees in the women owned
businesses was found to be positive and significantly correlated to bank lending (r=.256,
p=.009). Furthermore, the legal form of the business was also found to be statistically
significant (r=.432, p=.004). On the significant results’ list, the nature and level of human
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capital of the business was significant (r=.675, p=.016). Only geographical location was
found to be negatively correlated to bank lending to women owned businesses or women
entrepreneurs. Despite this outcome, it is important to emphasize that the rest of the
variables under firm characteristics were positively but insignificantly correlated with
bank lending (net profit, debt ratio, business partners, firm innovation, investment
diversification).
On the effect of Borrower-Bank Relationship, the elements revealed that only the first
two elements of borrower-lender relationships significantly impacted bank lending to
women owned businesses. Duration of the relationship, r=.392, p=.048; personal
relationships with the lender, r=.692, p=.049). All the other eight elements were
insignificant but positively correlated with bank lending to women owned businesses
(closeness of relationship, lower interests, high interests, better borrowing terms, trust
level, incorporation of borrower’s needs, collective rules/ procedures, and good loan
contract).
On the effect of Market failure, it was revealed that all the findings with the exception of
group borrowing arrangements (r=.105, p=.002) were negatively correlated with market
failure since impediments in the market made it hard for women entrepreneurs and
women in business to access funds from their respective banks (unrealistic recovery
means, too much focus on potential to repay loan, stringent requirements, high collateral
security demands, risk-averse stance when assessing client credibility, preference to lend
large firms short-term lending , charging high interest rates unrealistic costs, all showed
negative correlations).
5.3 Discussion of Results
5.3.1 Effect of Owner Characteristics and Lending to Women
The findings suggest that owner characteristics and Lending to Women are positively
related. Despite the positive relationship between owner characteristics and business
lending, the study is clear that female entrepreneurs report either difficulties or higher
costs in accessing bank credit. As stated by Calcagnini, Giombini, and Lenti (2015), these
problems can be either the result of supply-side discrimination, or differences in
profitability between female- and male-owned firms. Additionally, the mean size of loans
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requested by female-owned firms is smaller, and more frequently assisted with collateral,
personal guarantees, or both.
The study agrees with Martin and Staines (2008) who found out that, lack of managerial
experience, skills and personal qualities are found as the main reasons why small business
enterprises fail. In South Africa, Herrington and Wood (2003) points out that lack of
education and training has reduced management capability in SMEs and account for one
of the reasons for their high failure rates. This findings confirm the study by Alex (2012)
which indicated that accessibility of debt finance from external sources in Tanzania is
positively impacted by the firm’s location, industry, size, age, and incorporation, the
availability of collateral and business information. Theoretically, the findings concerning
the coefficients of the variables involved in their study: Location; Industry; Business
information; Size; Age; Collateral; and Incorporation of a firm is to carry positive signs.
The data for the dependent and independent variables used in the correlation analysis
were collected from the primary data from field survey.
Diversely, Ongena and Popov (2013) investigate a detailed dataset on 6,000 small
business firms from 17 countries and find that in countries with higher gender bias,
female-owned firms are more frequently discouraged from applying for bank credit and
reliant on informal finance. Furthermore, their findings are not driven by credit risk
differences between female- and male-owned firms in high-gender bias countries or by
any idiosyncrasies in the set of countries in their sample.
The results agree with the empirical findings of Malapit (2010) in Philippines who
suggests that women-owned small enterprises have less credit availability than their male
counterparts. Kimuyu and Omiti (2000) demonstrate that age is associated with access to
credit. That is, older entrepreneurs are more likely to seek out for credit. Younger
entrepreneurs are less likely to access loans from banks in Kenya. Age is an indicator of
useful experience in self-selecting in the credit market. This self-selection is an important
aspect of decision making styles. Older entrepreneurs also tend to have higher levels of
work experience, education, wealth and social contacts. These resources are important in
developing key competencies. Therefore, superior age leads to higher levels of
entrepreneurial orientation (Lore (2007).
Lack of knowledge of the rights that women have and how to enforce them is a challenge.
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Women may not be aware of the legal issues that they need to address to start a business,
and they can find it difficult to navigate the complex array of laws and regulations.
Education equips women with the knowledge and skills they need to more effectively
manage and succeed in their businesses. Research shows that the level of formal
entrepreneurial activity among women increases as their education rises, and there a
major jump in business ownership among those who go beyond secondary education.
Education and skills are needed to run a business. Majority of people carrying out SME’s
in Kenya are not quite well informed in terms of education and skills. According to King
and McGrath (2002), those with more education and training are more likely to be
successful in the sector.

Literacy level was reflected in their ability to carry out

managerial routines. The routine includes making decisions on financial investment and
management. This influences the decision on the external funding of his enterprise.
According to ILO (2009) most of the Entrepreneurs have Low literacy levels as majority
of them drop from the primary level or they have acquired primary level. This makes an
entrance to the „the Jua-kali’ sector increasingly the last resort for the disadvantaged
students with relatively low levels of education. ILO (2009) observed that an
entrepreneur’s level of education is directly correlated with his ability to make financial
decisions of his business.
Furthermore, literature suggests that lenders (that is, creditors, banks and other sources of
finance) tend to utilize financial information issued by firms to evaluate and forecast the
future performance of the firm. Also, the Information acquired from the firm’s financial
statements portrays the firm’s forecasted financial capability and indicate whether their
loan interest and principal could be settled when due. The findings by Alex (2012)
additionally indicate that firms which maintain business information have higher
possibility to access debt lending than those never maintain financial information.
Therefore, our study confirms the existence of a positive relationship between the
availability of business information and access of debt lending by SMEs.
Again, there are those who posit that while SMEs in general have innate disadvantages in
accessing finance certain types of SMEs are particularly disadvantaged, due to: (i) size,
such as micro and informal enterprises, (ii) age, as start-up and younger enterprises have a
limited or no credit track record, less experienced entrepreneurs, limited collateral
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particularly
in the form of fixed assets. The latter category is of particular concern as these can
provide a key source of output and employment growth.
The study of Francisco and Kumar (2005) and Kumar et al. (2005) in Brazil
explored the effect of the education of the top management/owner with credit availability.
Kumar et al. (2005) found evidence to suggest that education has a significant impact on
credit availability. The findings were attributed to the likelihood that educated managers
are better able to smooth out complicated and rigorous loan application processes, present
better business plans, and are better able to develop closer and longer relationships with
the bank. A poor business package has been identified by Obamuyi (2009) as a factor that
could inhibit credit availability. The implication of the findings above are that to the
extent to which the better educated manager/owner is able to present a better business
plan or package, and form a closer relationship with the bank, increases the probability of
obtaining a loan. More so, a study by Gordon, Hamilton, and Jack (2012) in US found
evidence to suggest that educated business managers have better managerial skills and
hence, they have higher firm performance than the uneducated or less educated group.
These findings are corroborated by the McGurkin (1997) cited by Kumar and Francisco
(2005) and Lotfizadeh and Shamsi (2015).
5.3.2 Effect of Firm Characteristics on Lending to Women Entrepreneurs
On the effect of firm characteristics on Lending to Women, the Pearson correlation results
showed a positive relationship for most of the variables under firm characteristics
(number of employees, age of the firm, net profit, debt ratio, business partners, firm
innovation, and investment diversification).This implies that Lending to Women and firm
characteristics are positively related. It shows that Lending to Women increases with
every increase in firm characteristics.

For instance, the variable age is statistically

significant and positive. This result suggests that the older the firm the more likely the
firm is to get a loan from the bank. It therefore follows that older firms will have a higher
probability of getting credit than young firms. Similarly, younger firms have a higher
probability of getting a loan than startups firms at incubation stage. Possible explanations
for this is that the younger firms are more informationally opaque, less diversified and
less likely to survive during an economic downturn, hence they are perceived as posing a
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higher risk to commercial banks (Klapper, Sarria-Allende, & Sulla, 2002).
Empirical works of Laeven and Maskimovic (2005) and Francisco and Kumar (2005)
produced similar results. Similar results are attained regarding the variable the age of the
firm, which is statistically significant and has a positive sign, which means that the
younger firms have fewer chances of accessing bank lending than older firms.
Furthermore, female-owned firms make more intensive use of the entrepreneur’s personal
funds and a lower utilization of bank loans (Carter & Shaw 2006; Coleman &
Robb, 2009). Moreover, other authors highlight that financial obstacles significantly
explain why female-owned firms are smaller sized and have lower economic performance
(lower profits and lower growth rates) than do male ones (Fairlie & Robb, 2009).
Networks directly useful for business owners are business networks (related to other
business agents in the market) and networks with government officials. Business
networks are related to the supply chain and to competitors and thus, include relationships
with suppliers, customers, competitors, business partners, and investors. The literature on
entrepreneurial network development suggests that it is a function of venture lifecycles.
Batjargal (2006) showed that social network development is based on initial network size
and the revenue growth of previous years. It is necessary to emphasize the active nature
(or internal factors) of network development in the entrepreneurship literature (Anderson
& Jack, 2002; Batjargal, 2006).
The variable firm performance measured by total sales is statistically significant at one
percent and positively affects credit availability as expected. Atieno (2009) indicated that
income level, distance to credit sources, past credit participation and assets owned were
significant variables that explain the participation in formal credit markets.
With SMEs, their total sales is a good proxy for the firm’s performance, the result
suggesting that a better performing SME is more likely to have credit from the bank, or
the probability of having credit increases as a firm performance increases. It therefore
follows that if, for example, firm A performs better than firm B, then firm A is more
likely to be granted loan than firm B. A possible explanation for a bank’s willingness to
lend to a higher performing firm could be attributed to the possibility that a firm that
performs better, could be perceived by the lending bank, as an indication of the firm’s
ability to repay a loan if was granted. After all, a firm that does not make higher sales
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cannot make a profit and hence may not be able to repay its loan. This result is consistent
with theory and the empirical findings of Cole (1998).
According to Kamau (2009) collateral security is again highlighted as a major constraint
to credit access. In his survey, Kamau (2009) found out that 92% of the enterprises
studied had applied for loans, and were rejected while others had decided not to apply
since they knew they would not be granted for lack of collateral security. Therefore, while
most of the entrepreneurs, in this study recognized the importance of loans in improving
their businesses, they cited collateral security as a major impediment to loan access and
therefore hindering business growth. Almost all respondents started their Businesses from
their own savings or loans from relatives since they did not demand security. Beaver
(2002) explains that the historical development and the associated culture, of the banking
system.
5.3.3 Effect of Owner-Bank Relationship on Lending to Women
On the effect of Owner-Bank Relationship, the findings revealed that only the first two
elements of borrower-lender relationships significantly impacted bank lending to women
owned businesses. Duration of the relationship, r=.392, p=.048; personal relationships
with the lender, r=.692, p=.049). All the other eight elements were insignificant but
positively correlated with bank lending to women owned businesses (closeness of
relationship, lower interests, high interests, better borrowing terms, trust level,
incorporation of borrower’s needs, collective rules/ procedures, and good loan contract).
This implies that business owner and bank relationships are positively correlated.
Empirical studies support the argument that small banks may find it more convenient than
large institutions to engage in relationship lending. For instance, based on a survey of
SMEs’ finance in Japan, Uchida, Udell, and Yamori (2006) finds that, in the screening
process to grant loans to SMEs, smaller banks give more importance to the relationship
factor, also using third-party information as a reference.
Furthermore, smaller banks tend to place greater emphasis on the collateral value of
borrowers than large banks, suggesting that small banks might need to insure their
relationship lending through the requirement of collateral. Matching data on US small
businesses, the banks that lend to them and the contract characteristics of loans, Berger
and Black (2011) also find that small banks have a comparative advantage in relationship
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lending. However, they also suggest that this advantage may be strongest for lending to
the largest firms, whereas in the case of smallest firms credit scoring is increasingly
preferred.
It is often the case; however, that banks adopt a mix of lending techniques to evaluate the
firm’s creditworthiness and assess the credit risk. Investigating the choice of the lending
technologies on a sample of SME loans in Japan, Uchida Udell, and Yamori (2006) find
complementarity among technologies. In particular, financial statement lending and
relationship lending are often used jointly. In a study on lending practices towards Italian
manufacturing firms, Bartoli, Ferri, Murro and Rotondi (2010) also find the distinction
between transaction lenders and relationship lenders to be rather blurred, as firms may
obtain debt finance from the same bank through different lending technologies. This form
of complementarity is found at both large and small banks, suggesting that transactions
lending techniques, such as credit scoring, are used to “harden” – or codify - the soft
information collected through relationship lending. However, the study also finds that the
way soft information is embodied in the lending decision differs depending on the main
approach used by the bank. In particular, soft information appears to raise (lower) the
probability of credit rationing if the bank adopts mainly transaction (relationship) lending
technologies. In other terms, banks that mainly use hard information to screen borrowers
tend to use soft information as a mechanism for further discriminating loan applications.
It is also argued that banking relationships and sharing insider business information may
not always generate benefits for small business where the effect of bank size
is irrelevant. Stein (2014) shows that excessive private information sharing with
bank can be a suboptimal choice for small business. The result shows that firms with
a substantial relationship with their main bank need to provide higher interest rates
due to a hold-up problem. Ono and Uesugi (2009) find that a long-term banking
relationship cannot be a suitable choice for firms if they want to ask for collateral free
loans. Because collateral works as an incentive for banks to invest in relationship banking
and banks want to create their seniority over the firm asset through relationship banking.
A recent study by Beck, Demirgüç-Kunt, and Peria (2015) shows that under global
economic crisis (2007–2009) relationship lending played a significant role for providing
credits to small firms. The relationship developed through the banking process allowed
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banks provide credit to SMEs, since they had better information about the firm due to
their past relationship. On the other hand, large and foreign banks reduced their credits to
SMEs because of financial instability and this also reduced business turnover of SMEs.
It can be also highlighted that not all firms benefit similarly from lending relationships.
Depending on firms characteristics it could be so that bank-borrower relationships may
fluctuate with access to credit and also with interest rates and collateral. Bracanti (2015)
shows that microfirms at Italian market are much more credit constrained than small or
medium firms. As a result, microfirms benefit more from relationship lending than small
and medium firms. A study by Lee et al. (2015) at the UK market shows that micro and
small firms rely more on relationship banking than medium firms. They also argued that
as medium firms have more assets they can ask for loans from non-relationship banks or
large banks as they can show their credit worthiness due to their comparatively larger
asset base than micro and small firms.
Other literature also highlighted the firm size effect on lending relationships and also that
benefits from relationship banking differ by firm size (Lehman & Neuberger, 2001; Cole
et al., 2004; Belas et al., 2014b; Blazy & Weill, 2013).
5.3.3. Effect of Market failure on Lending to Women
On assessing the impact of market failure, the findings revealed a negative insignificant
correlation between the variables with the only exception of group borrowing
arrangements (r=.105, p=.002) while the rest (unrealistic recovery means, too much
focus on potential to repay loan, stringent requirements, high collateral security demands,
risk-averse stance when assessing client credibility, preference to lend large firms shortterm lending , charging high interest rates

unrealistic

costs,

all

showed

negative

correlations) were negatively correlated. Thus, market failure and Lending to Women are
inversely related. Should an SME be successful in accessing a loan it is likely that its cost
and terms (duration) are less advantageous relative to a large firm due to risk and
compliance related factors: greater perceived likelihood of default and insolvency by
SMEs relative to large enterprises, a lack of clear ownership of collateral (e.g., real
estate), a limited track record of having received credit already and, therefore, no credit
rating upon which banks can proceed with the loan (Pagano & Jappelli, 1993; Miller,
2003; Love & Mylenko, 2003), and higher compliance, assessment and processing costs
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for banks and SMEs relative to the amount borrowed.
Difficulties facing SMEs are further compounded in emerging-market and developing
economies arising from: private sectors which are in an embryonic form, discrimination
against SMEs, a business environment that lacks transparency with many SMEs choosing
to remain in the informal sector (due to the tax and regulatory regime), state owned and
private monopolies operating in the economy, financial markets that are underdeveloped
with an incomplete range of financial products and services ill-suited to meet the needs of
SMEs, a weak and rudimentary legal and regulatory environment, inadequate information
for both banks and SMEs, a lack of interest by financial institutions in lending to SMEs, a
lack of commercial lending knowledge, and by financial institutions heavily embedded in
lending to state owned large enterprises.
The rate of interest charged on the credit determines the cost of credit. The cost credit is
the amount the borrower is obligated to pay above the principal sum of the money lent.
Saleemi (2007) defined interest rate as the return on capital. Cost of credit can be
classified as gross and net interest. Interest rates are usually as the percentage of the
borrowed amount. High interest rates increase the cost of credit. High interest rates on
credit may discourage SMEs from borrowing reducing the accessibility of credit among
them.
The characteristics of the banking system in developing and emerging markets
frequently inhibit Lending to Women. Furthermore, banks are often subject to ceilings on
the interest rates they can charge, making it difficult to price credit in a way that reflects
the risk of lending to SMEs. Many banks may have ownership and other ties to industrial
interests and tend to favour affiliated companies. In a market where banks can earn
acceptable
returns on other lending, it will not develop the skills needed to deal with SMEs.
Many banks lack the necessary skills to lend to SMEs. There are also likely to be
lingering deficiencies in the enabling environment for financial services such as the
financial infrastructure (accounting and auditing standards, credit reporting systems,
and collateral and insolvency regimes), and in the legal and regulatory framework
for financial institutions and instruments. Furthermore, financial markets may not
contain the necessary range of products and services to meet the needs of SMEs.
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There may also be a number of rigidities of a macroeconomic, institutional and
regulatory nature that may bias the entire banking system against lending to SMEs
(OECD, 2006). Macroeconomic policies may lead to excess demand for available
domestic

savings

by

governments

running

large

budgetary

deficits,

while

government policy may favour industrialization though imposing import protection
for large scale capital intensive firms that makes them more profitable, less risky
and more desirable to lend to. This gives large domestic firms privileged access to
finance.

Hence,

the

overall

macroeconomic,

legal,

regulatory

and

financial

framework is a critical determinant of women access to finance.
5.4 Conclusions
5.4.1. Owner Characteristics on Lending to Women
The findings in the study suggested that owner characteristics had a positive influence on
Lending to Women. Specifically, age, education levels, income levels, gender had a great
bearing on Lending to Women.
5.4.1. Firm Characteristics on Lending to Women
The findings in the study suggested that owner characteristics had a positive influence on
Lending to Women. Particularly, firm features such as age of the firm, capital, business
sector, social capital, finance ratios affected Lending to Women on a large extent.
5.4.3. Owner-Bank Relationship on Lending to Women
Analysis of the results revealed a positive trend between business owner -lender
relationships on Lending to Women. Specifically, factors such as banking durations,
social ties, and length of partnership among other relationship based variables impacted
on the extent of credit accessibility by women in the banking sector.
5.4.4. Market Failure and Lending to Women
Market failure negatively impacts on Lending to Women. This is because market
imperfections such as high interest rates, high collateral requirements, stringent lending
policies and high threshold for credit accessibility makes it difficult for women to apply
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for bank loans. Other factors such as unpredictable interest rates, growing inflation,
lowers confidence of banks’ that are willing to lend the women.
5.5 Recommendations
5.5.1. Recommendation for Improvement
5.5.1.1 Owner Characteristics on Lending to Women
The study indicated a positive relationship between Lending to Women and owner
characteristics. Therefore, there is need for women business entrepreneurs to be
disciplined and promote professionalism in their business contact. They should acquire
necessary skills and knowledge as this will help improve their business performance and
also improve credit availability.
5.5.1.2 Firm Characteristics on Lending to Women
The study established a positive relationship between firm characteristic and Lending to
Women. As a result, the government at all levels (at both national and devolved) should
endeavor to make policies that are women entrepreneur friendly so as to increase bank
lending to women as well as create an enabling environment. Additionally, women
entrepreneurs are encouraged to do their best to maintain a sound financial statement as
this will help reduce the perceived high risks in lending to them. Also, in the institutional
aspect, initiatives should be undertaken for the creation of the conditions for development
of entrepreneurial capabilities, and for other forms of cooperating networks of firms that
will facilitate the growth of businesses in general and investment growth in particular.
5.5.1.3 Owner-Bank Relationship and Lending to Women
Women entrepreneurs should try to develop a relationship with the potential lending bank
and/or the loan officer over time. The latter will help the bank and/or loan officer to
gather necessary information overtime about the women entrepreneurs and the business
which could help reduce the information problems peculiar with small enterprises and
hence improve the probability of getting a loan.
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5.5.1.4 Market Failures on Lending to Women
The study showed a negative impact of market failures to bank lending to women. This
represents a clear signal for policy makers to create conditions for a favorable
environment for stimulating the sources of external lending to women in Kenya, such as:
the
creation of the guarantee fund for women, the increase of banking supply through
licensing of new banks in the financial market, which will increase the competition
between the existing banks, and which will, in turn, enable the improvement of the
conditions of lending to women, with the reduction of the interest, reduction of
managerial costs, increase of the grace period, softening of the conditions for
collateral, longer periods of use of financial means, particularly for women entrepreneurs
with longer investment plans.
5.5.2. Suggestion for Further Research
This study mainly focused on the effects of demand side factors on women owned SME
bank- lending; owner characteristics, firm characteristics, relationships, and market
failure. As a result, the findings can only be generalized based on the four variables. In
future, there is need to conduct further studies with a different population of interest,
moreso, the youth run business enterprises.
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APPENDIX I
COVER LETTER
5th July 2017
Dear Sir/Madam
RE: INTRODUCTION LETTER
I’m an MBA candidate at United States International University-Africa (USIU-Africa).
As part of my MBA degree requirement I’m expected to successfully conduct Applied
Research on a relevant topic in my area of concentration (Finance).
This study will look at demand side factors influencing bank lending to women owned
enterprises in Nairobi County: case of women in business entrepreneurs.
I would like to request that you to spend some of your valuable time (10-15 minutes) to
complete this questionnaire to the best of your knowledge. Thank you in advance for
accepting to be a positive contributor to our society. Your responses was treated with the
confidentiality it deserves.
To maintain anonymity, I request that you DO NOT write your names on the
questionnaire.
Attached is a copy of the introduction letter from the Dean, Chandaria School of Business
at United States International University- Africa which certifies that I’m a student in the
mentioned program.
Yours Sincerely,
Mkamboi Mwakale
United States international university-Africa (USIU-Africa)
For more information please contact on:
Tel. +254 708 424672
Email-nmwakale@usiu.ac.ke.
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APPENDIX II
BUDGET
ACTIVITY

ii)

iii)

Pilot study
Questionnaire printing &
photocopying
Field data collection
Data analysis & production
of results
Printing & binding thesis
report
Documentation of the study

Journal Publishing
Transport
Local travel for meeting
arrangements
Total Budget

COST
KES

DESCRIPTION

5,000

1 research assistants at 1000/= per day for 5
days

5,000
5,000

500 copies of a 10 pages questionnaire at 3/=
1 research assistants at 5000/= each

10,000
10,000

1 research assistants at 10000/= each
3 copies of 90 page thesis at 3/= plus binding
at 600/= per copy

20,000

Processing and publishing of at least 2 journal
articles derived from the thesis at Shs10,000/=
per article

3,000
58,000

For 1 research
management
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assistant

to

meet

the

APPENDIX III
QUESTIONNAIRE
SECTION A: BACKGROUND AND DEMOGRAPHIC FACTORS
Please tick the most appropriate answer (√) within the space provided.
1. What is your role in the organization?
a) Owner

[]

b) Manager

[]

c) Finance director [ ]

d) Other …………

[]
2. What is your highest educational qualification?
a) Certificate
d) MBA

[]

b) Diploma [ ]

[]

c) Bachelor’s degree

[]

e) Other ………………………………………….

3. In which industry does your organization fall in?
a) Financial services [ ]

b) Entertainment

d) Education [ ] e) Technology [ ]

[]

c)

Agriculture

f) Manufacturing [ ]

[]

g) Other ………

4. How many years has your business been in operation?
a) 1 – 5 years [ ]

b) 6- 10 years [ ]

c) 11- 15 years [ ]

d) 6- 10 years [ ]

e) 16 – 20 years [ ]
5. . How many employees do you have in your firm?
a) Less than 10 [ ]

b) 11-20 [ ] c) 20- 30 [ ]

d) 30- 40 [ ]

e) 40 – 50 [ ]

6. What is/ are your major source(s) of lending? (Tick where appropriate)
a) Savings [ ]

b) Bank Loan or loans from other Banks[ ]

c) Borrowings from friends/ relatives [ ]
e) Venture Capitalists

d) Business Angels [ ]

[]
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7. Estimate how much start-up capital did you invest in Kenya shillings?
a) Below 50,000 [ ]
e) 301,000-400,000

b) 100,000 [ ]

c) 100,001-200,000 [ ] d) 200,001-300,000 [ ]

f) [ ] 401,000-500,000 [ ]

g) Above 500,000 [ ]

8. On average, what is the range of the enterprise’s total sales per year? (Tick
appropriately)
a) Below KSH 1,000,000 [ ] b) KSH 1,000,001 - KSH 5,000,000 [ ]
c) KSH 5,000,001 - KSH 10,000,000 [ ] d) More than KSH 10,000,000 [ ]
9. What was the annual turnover of your company in 2016?
a)

Below Ksh 1000000

c)

Above 5,000,000

[]

b) Ksh 1000000 to Ksh 5,000,000

[]

[]

10. What is currently the most pressing problem your firm is facing?
a)

Access to Market

[]

b)

Access to finance

c)

Availability of skilled staff or experienced managers [ ]

d)

Other (Please specify) …………………………………………………….
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[]

SECTION B: HOW OWNER CHARACTERISTICS INFLUENCES BANK
LENDING TO WOMEN OWNED ENTERPRISES.
2. To what extent do owner characteristics influence bank lending to your enterprise? Use
a scale of 1-5 where 1= Very great extent and 5= not at all
1

Owner Characteristics
1.

Level of education has positive influence on when/how
to get loans to improve the business.

2.

My academic qualification helps me in making financial
decisions for my business.

3.

I don’t know of the legal issues that are needed to address
access to credit for my business because conditions of
laws and regulations are very complex.

4.

I am discouraged from borrowing a loan because the
information on availability and charges is not
communicated in a language I can interpret.

5.

Banks in this area have been introducing programs
where credit is linked to education, health, nutrition and
other non-financial services.

6.

Banks have increasingly focused on cost- effectively
integrating credit with other types of services thus
creating links with us in order to enhance our services

7.

Banks have adopted to offer training sessions which
creates awareness of their products that are of benefit to
my business.

8

Training sessions have helped us to define capital and
investment, where to buy and sell, how to set prices,
investments, credit sales for my business

9

Those with more education and training are more likely
to be successful in the accessing loans from various
banks.
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2

3

4

5

8.

Those with highly innovative ideas are more likely to
access loans from commercial banks.

9.

Management and management experience is vital for any
business growth for it enhances the process of getting
tasks accomplished with and through people by guiding
and motivating their efforts.

10. My age influences the amount of funds loaned to my
business.

SECTION C: HOW FIRM CHARACTERISTICS INFLUENCES BANK
LENDING TO WOMEN OWNED ENTERPRISES.
2. To what extent do firm characteristics influence bank lending to your enterprise?
Use a scale of 1-5 where 1= Very great extent and 5= not at all

1

Firm Characteristics
1.

The age of my business influences financial accessibility
from lending banks.

2

The number of employees in my firm directly influences
he chances of succeeding in bank loan applications.

3.

The net profit of the firm determines the amount loaned
to the firm.

4.

Quick ratio of the firm influences the amount loaned to
the firm.

5.

A lower inventory to asset ratio is preferable to most
lending institutions.

6.

The rate of inventory turnover influences the amount of
bank lending extended to the firm.

7.

Debt ratio of the firm influences the amount of bank
lending extended to the firm.

8.

Liquidity ratio of the firm influences the amount of bank
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lending extended to the firm.
9.

Capital intensity of the firm is considered while making
approvals for bank lending.

10. The level of Innovation intensity by the firm is
considered while making approvals for bank lending.
11. A firm with more diversified portfolio is more likely to
be financed by banks in my area.

SECTION D: HOW BORROWER-BANK RELATIONSHIP INFLUENCES
BANK LENDING TO WOMEN OWNED ENTERPRISES.
To what extent does Borrower-Bank relationship influence bank lending to your
enterprise? Use a scale of 1-5 where 1= Very great extent and 5= not at all.

1
1.

I have established a personal relationship with the
financier which has enhanced credit availability.

2

Duration of my relationship with my financier
determines whether I can access credit.

3.

The closeness of the relationship between a borrower
and my Bank is often designated as a very important
factor for the pricing of loans.

4.

In my bank, borrowers with long term banking
relationships with the bank pay lower interest rates on
their loan facilities.

5.

Borrowers with an exclusive and short duration of
borrowing with my bank, pay a much higher interest rate.

6.

My bank gives better borrowing terms to borrowers
having fewer borrowing relationships with other banks.

7.

My bank gives better borrowing terms to borrowers
having no borrowing relationships with other banks.

8.

Our Bank has set firm agreements to incorporate the
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borrower's business needs.
9.

Our bank and the borrower have developed rules and
procedures for ensuring compliance and following up
repayment.

10. It is also important in our relationship with the borrower
to have a good loan contract.

SECTION E: HOW MARKET FAILURE INFLUENCES BANK LENDING TO
WOMEN OWNED ENTERPRISES.
To what extent does market failure influences bank lending to your enterprise? Use a
scale of 1-5 where 1= Very great extent and 5= not at all.

1
1.

On several occasions I have applied for a loan to boost
my business but declined because I lacked collateral
security.

2

Banks are focusing more on potential to repay loan rather
than on Collateral security in our business.

3.

The requirements that I provide security for my loan has
pushed me seek other means to fund my business such as
borrowing from relatives and buying on credit.

4.

At times we apply for loans as a group because we can
easily co-guarantee each other.

5.

Banks insist on the provision of Collateral security as a
primary lending condition.

6.

When analyzing the likelihood of loan repayment, Banks
adopt a risk averse stance towards small firms instead of
focusing on income generating potential of an entity.

7.

Requirement posited by Banks in lending requirements
have discouraged me from borrowing since some lending
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institutions prefer lending to the large scale businesses
which seem successful.
8.

Banks lend on short term basis with high interest rate
and this hinders me from credit.

9.

At times of interest rate charged is on some loans is
dependent on the security provided or nature of business.

10. There are unrealistic credit processing costs and charges.
11. Banks at times resolve to use unrealistic means of
recovery for failure to repay a loan especially when
trading conditions are unfavorable.
12. The interest rates charged by Banks discourage us from
borrowing because they are high.

SECTION F: OVERALL EFFECT ON WOMEN OWNED ENTERPRISES
LENDING
In a scale of 1-5, rate the following statements about the impact of obtaining loans from
banks on your business. 1(Greatly disagree), 2(Disagree), 3 (neutral), 4 (Agree) and 5
(Strongly Agree).

1

Lending Parameters
1.

Women owned enterprises have experienced increased
bank lending profits due to owner’s desirable attributes.

2

Women owned enterprises experienced sustainable bank
lending due to healthy relationship between the firm and
the bank.

3.

Women owned enterprises experienced reduction in loan
application and processing time due to healthy
relationship between the firm and the bank.

4.

Women owned enterprises have attracted diversified
bank lending due to their strong firm characteristics.
99

2

3

4

5

5.

Women owned enterprises have experienced fair
treatment due to good relationship between the lender
and the borrower.

6.

Mutual understanding between my firm and the lending
bank has enabled quick financing of my enterprise.

7.

My firm is reporting positive cash flows as a result of
improved Lending to Women.

8.

Building a relationship between bank officers and clients
reduced late loan payments and, in particular, reduced the
likelihood of repeated late payments

9.

The risk premium changed by lending bank has been
reducing over time.

10. Requirements for women loan guarantee has been
declining over time.
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APPENDIX IV
RESEARCH SCHEDULE
ACTIVITY

Week Week2 Week Week

Week

Week

1

5

6

3

Presenting proposal

Data collection
Data cleaning,
analysis
Presentation of
findings
Preparation of final
project
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