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E–Banking in Nigerian Banking Industry: Challenges and
Prospects
Dr. Okoye, Victor O.
Chief Lecturer, Department Of Banking And Finance,
Federal Polytechnic, Oko

Abstract
The study dealt on challenges and prospects of electronic banking in Nigeria. The adoption of
e – banking has greatly improved banking activities globally. The absence of a proper legal
and regulatory framework, consumer protection and systems and infrastructure failure has
continued to pose major challenges for the smooth operation of e–banking in Nigeria. The
aim of this study is to critically evaluate the problems and prospects of electronic banking in
Nigeria using descriptive survey. It was observed that Electronic Banking when properly
adopted will contribute substantially to the increase of accessibility and profitability of bank
customer. However, the study recommended that The migration of our normal banking
system to electronic banking system would require some reform and a lot of effort and
sensitization especially for low income customers, who are currently deeply rooted in using
cash and see it as a convenient and easy way of receiving and making payments any point in
time.
Keyword: Profitability, ATM, Masters Card, POS, Electronic Banking.

Introduction:
Electronic banking also known as e – banking is an improved system of banking which has
gradually taken over from traditional system of banking in Nigeria and other economies with
effect from 20th century. The concept of electronic banking systems began when the first
automated teller machines (ATM‟s) were installed in the 1970‟s. The concept behind ATM
machines gave rise to smart cards, intranet and internet banking, EFT (Electronic Funds
Transfer), point of sale systems, phone banking and other electronic services (Ibrahim, 2009).
E – Banking refers to the effective deployment of Information Technology (I.T) by banks.
But the fact that a bank uses computers is not enough to qualify it as an e–banking. E–
Banking is about using the infrastructure of the digital age to create opportunities both local
and global. According to Anyalenkeya (2010), e–banking can also be defined as the
automated delivery of new and traditional banking products and services directly to
customers through electronic, interactive communication channels and other technology
infrastructure. Nwaorgu and Okonkwo, (2006) in writing on framework for e–banking
business in Nigeria defined e–banking as the totality of the development of modern
information technology and communication systems to record financial services to the
customers. With e – banking, customers need not to carry cash about except their cards. The
risk of theft or robbery on the way is totally removed because the key too fraud and robbery
is usually motivated and opportunity. E–Banking also reduces fraud. The beauty of e–
banking products as against cash is the traceability of transactions. Cash is so anonymous that
it encourages fraud. With use of cards transactions can be traced and this will discourage
fraud to a large extent
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E–Banking Tools/Channels
According to Morufu and Taibat (2012), the tools/channels use in executing e–banking
include plastic cards (debit cards, credit cards, prepaid cards), personal computers, telephone,
mobile phones, internet, automatic teller machines (ATM‟s), point of sale or point of
interaction machines. The description of the above mentioned tools/channels are as follows:
Debit cards: - Debit card is a banking card enhanced with automated teller machine and
point of sale (POS) features so that it can be used at merchant locations. Debit cards allow
you to spend only what is in your bank account. It is a quick transaction between the
merchant and your personal bank account. A debit card is linked to an individual‟s checking
account, allowing funds to be withdrawn at the ATM and point of sale without writing a
cheque. When using a debit card to pay for goods and services, the purchase amount is
deducted from the cardholder‟s checking account. The types of debit card include online
debit card and offline debit card. With offline debit card, debit is not made immediately.
Befits of using a debit card include making the payment process at the checkout counter
quicker and more convenient, eliminating the need to carry a cheque book and a lot of cash,
using it at locations where personal cheques are not accepted, and reducing the possibility of
loss or theft of cash.
Prepaid debit cards: - These are debit cards not usually linked to a customers‟ account.
They must be funded before being used by cardholders. Prepaid debit cards are indentified
with such names like cash cards, value cards, and Naira cards etc. prepaid cards can be used
as gift cards students ID cards, Government payment card, payroll card, Bursary card,
insurance cards, travel cards etc.
Credit Cards: - A credit card is different from a debit card in that it does not remove money
from the user‟s account after every transaction. In the case of credit cards, the issuer lends
money to the consumer (or the user) to be paid to the merchant. A credit card allows the
consumer to revolve their balance at the cost of having interest charged. The parties involve
in a credit card transaction include cardholder, card issuing bank, merchant, acquiring bank,
independent sales organization, merchant account, credit card association, transaction
network, and affinity partner.
Automated Teller Machine (ATM):- This is a computerized telecommunications device
that provides the customer of a financial institution with space to financial transaction in a
public space without the need for a human clerk or bank teller. Using an ATM, customers can
access their bank accounts in order to make cash withdrawals and check their account
balance. ATM‟s rely on authorization of a financial transaction by the card issuer or other
authorizing institution via the communications network. Many banks charge ATM usage fees
for transactions. In Nigeria, ATMs are charge no fee (know as ON – US Transactions) while
they are charged between N100 and N150 when they use other banks ATM‟s (Not-on-us
transaction).
Features of ATM service include cash withdrawals, balance inquiry, mini-statement request,
funds transfer, and purchase. The benefits of ATM‟s to banks include avoiding robbery,
attraction and retention of customers, increase of profit from customer charges, provides
convenient service for customers, reducing the amount of bad cheques, saving branches lots
of hidden costs and tellers are freed from small value transactions.
ISSN: 2320-8848(O.)/2321-0362(P.)
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Point of Sale (POS):- Point of Sale is referred to as a retail shop, a checkout counter in a
shop, or the location where a transaction occurs. POS machines are electronic devices
deployed at retail outlets to facilitate the exchange of value between a cardholder and a
merchant. They are used to perform a variety of basic banking and financial transactions like
payment for purchases, balance enquires, mini statement printing etc. it eliminates the
numerous issues related to regular cash transactions. The benefits of POS to all the parties
involve are improving operational efficiency, ensuring transaction security and integrity,
eliminating needs to carry large amounts of service beyond banking hours, increasing income
from transaction fees and float, providing a simple, more efficient and convenient payment
system etc.
Mobile Banking:- Mobile banking also known as M-banking or SMS banking is a term used
for performing balance checks, account transactions, payments etc. through a mobile banking
products such as a mobile phone. Mobile banking products provides basic banking services to
customers from their mobile phones. It is a SMS driven platform which facilitates access to
banking services using cell phones. The services available on the mobile banking product
include mini statements and checking of account history, alerts on account activity or passing
of set thresholds, monitoring of term deposits, domestic and international fund transfers,
micro-payment handling, bill payment processing, portfolio management services, status of
requests for credit, including mortgage approval and insurance coverage, cheque book and
card requests, ATM location, general information such as weather updates, news and location
based services.
Internet Banking: - Internet banking is an online platform through which customers of the
bank can access their account and accomplish financial transactions using the internet. With
internet banking customers can view account balance, transfer fund between sister accounts,
transfer funds in favour of third parties.
Telephone banking: - Telephone banking is a service provided by a financial institution
which allows its customers to perform transactions over the telephone. Mostly, telephone
banking uses an automated phone answering system with phone keypad response or voice
recognition capability. To guarantee security, the customer must first authenticate through a
numeric or verbal password or through security questions asked by a live representatives.
Telephone banking offers cash withdrawal and deposit services as well as other services
which include account balance information, electronic bill payments, funds transfer between
a customer‟s accounts etc.

Types Of E–Banking Risk.
A lot of risks are involved in e-banking. The risks are as follows:
Strategic Risk:- E-banking is relatively new and as a result there can be lack of
understanding among senior management about its potential and implications. People with
technological but not banking skills can end up driving the initiatives. E-initiatives can spring
up in an incoherent and piecemeal manner in firms. They can be expensive and can fail to
recoup their cost. Furthermore, they are often positioned as loss leaders (to capture market
share), but may not attract the types of customers that banks want or expect and may have
unexpected implications on existing business lines.
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Business Risk: - Business risk are also significant in e-banking. Given the newness of ebanking, nobody knows much about whether e-banking customers will have different
characteristics from the traditional banking customers. They may well have different
characteristics e.g. I want it all and I want it now. This could render existing score card
models inappropriate, thus resulting in either higher rejection rates or inappropriate pricing to
cover the risk. Banks may not be able to assess credit quality at a distance as effectively as
they do in face to face circumstances. It could be more difficult to assess the nature and
quality of collateral offered at a distance, especially if it is located in an area the bank is
unfamiliar with (particularly if this is overseas).
Operational Risk: - The three main types of operation risk face by banks are volume
forecasts, management information systems and outsourcing. Under e-banking accurate
volume forecasts have proved difficult. Banks find it difficult to predict and manage the
volume of customers that they will obtain. When a bank has inadequate systems to cope with
demand it may suffer reputational and financial damage and even companies in security if
extra systems that are inadequately configured or tested are brought on-line to deal with the
capacity problems.
Security: - Security issues are sources of concerned for everybody more especially as it
concerns banking industry. E – banking are prone to security breaches such as fraud, theft of
commercially sensitive or financial information, defacement of web sites or denial of service
and flaws in system design and/or set up leading to security breaches. All these security
breaches have potentially serious financial, legal and reputational implications.
Reputational Risks: - Banks are too keen about their reputation. Banks operating e-banking
are too exposed to reputational risk. This is as a result of rapid dissemination of information
through the internet.

Challenges of E – Banking In Nigeria.
Eze and Nwankwo (2012) states the following as the challenges posed by e-banking in
Nigeria:
Legal and Regulatory framework: - The absence of a proper legal and regulatory
framework for internet constitute one of the major challenges of e-banking in Nigeria. The
existing banking laws do not address the issue of e-banking as a new banking system.
Consumer Protection: - Another major challenge of the development of e-banking is the
issues of adequate protection for consumers of banking products from the various risks to
which they are exposed to. The risks include financial loss, malfunctioning of terminals or
cards as well as the possibility of unauthorized disclosure of information without the consent
of the consumer. The challenges here range from customer details being stolen from the
vendors files to the selling up of a fraudulent website by fake customer to deceive other
innocent customers.
Loss of Audit Trail: - Another challenge of e-banking is the loss of audit trail as business
processes continue to change with internal banking, personal computer and telephone
banking. Audit trail basically allows for the tracing of transactions through banking
environment facilitates the work of supervisors in ascertaining the reliability or otherwise of
the information contained in the master file.
ISSN: 2320-8848(O.)/2321-0362(P.)

Page 8

August, 2013

International Journal for Management Science and Technology (IJMST)
Vol. 1; Issue 6
Security of Financial Transactions: - There are numerous threats to the security of internet
banking. One of such threats is the fear of insecurity and trust associated with on-line banking
which can only be tackled by a good online developer that can put in place the required
firewalls whereby only the authentic users can gain access. Security breaches in e – banking
are most frequently discussed in terms of the dangers that hackers may intercept messages,
misuse the information on modify the content of the message.
Money Laundering and other Financial Crimes: - Another major challenge is that under e
– banking the financial system is prone to criminal abuse such as money laundering and other
financial crimes. Money laundering and other financial crimes are easily facilitated through e
– banking. This has given a lot of work to monetary authorities which have continued to work
to see that the activities of the money launderers and fraudsters are bought under control.
Systems and Infrastructure Failure: - Systems and infrastructural failure have also a lot of
effect on e – banking. Failure results to loss of data. System failure can be caused by software
failure either at the entity or at an organization used for outsourced functions. Infrastructure
failures are mainly caused by power failure. The system and infrastructural really given a lot
of set back to development e – banking in Nigeria.
The Potential Risks of E – Banking: - Electronic delivery and payments systems involve a
wide range of potential risks. The use of an electronic channel to deliver products and
services introduces unique risks due to the increased speed at which systems operate and the
broad access in terms of geography, user group, applications database and peripheral systems.
The potential risks bring by the e – banking has a lot of implications for the safety and
soundness of the nations banking system.

Prospects Of E – Banking In Nigeria:
Electronic banking has become a must in Nigeria banking system especially as a result of
increasing competition among banks and non banks financial institutions both locally and
internationally (Olorunsegun, 2010). A lot of prospects have been recorded in E – banking in
Nigeria considering some developments in banking industry in recent times. Some
developments in support of e – banking in Nigeria are:
The efforts of regulatory / supervisory authority aimed at improving and encouraging sound
corporate Government in banks. The banking regulatory authorizes have continued to
encourage banks to adopt good employment policy which ensures that staff recruited are
people of integrity and high moral probity.
The banking regulatory / supervisory authorities have equally set up a committee which will
design on appropriate policy for the effective and efficient operation of e – banking in
Nigeria.
The Government is also working seriously hard to ensure that adequate infrastructural
facilities especially in area of communication and electricity are put in place. For example,
the privatization of the licensing of the GSM business and on going Government effort to
privatize Power Holding Company of Nigeria (PHCN) are all aimed at development of e –
banking in Nigeria.
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The constant monitoring and attention, of the authorities to money laundering with the money
laundering act which requires financial institution to disclose to regulators / supervisors and
the National Drug Law Enforcement Agency (NDLEA) any single transaction lodgment or
transfer of funds in excess of certain amount.
The up grading of the supervisory capacity of regulatory authorities in Information
Technology (IT) and skills to an acceptable standards through continuous training and
development to staff. These efforts are designed to ensure that all bank examiners are IT
literate, is to enable them achieve competencies and necessary skills in auditing through
computer – based systems so as to create the desired framework for e–banking surveillance.

Conclusion:
E– Banking is a welcomed development in Nigerian banking system. E–Banking reduces
bank robbery activities, and safeguards customers. It also eliminates reconciliation challenges
that comes with manual transaction processing and promotes operational efficiency. There
are some challenges which pose threat to e–banking. However, a lot of prospects have been
recorded in Nigeria banking system through e–banking which should be encouraged.
Observation on this study shows that Electronic Banking when properly adopted will
contribute substantially to the increase of accessibility and profitability of bank customer.
The new technology in the banking system is highly appreciated.

Recommendations
With regards to the above findings, the following recommendations were made:
1. The migration of our normal banking system to electronic banking system would
require some reform and a lot of effort and sensitization especially for low income
customers, who are currently deeply rooted in using cash and see it as a convenient
and easy way of receiving and making payments any point in time.
2. That the CBN adopts the test and learn approach to developing further regulation
regarding electronic banking. It is also important therefore, to ensure that it is
relatively straight forward amend regulations.
3. A good principle to apply is minimum law, maximum regulation; so that the laws on
which the regulations are based do not have to be changed so often.
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An Empirical Analysis of the Effect of Broad Money
Supply on the Stock Market Returns in Nigeria
Dr. Ogiji, Festus O.
Senior Lecturer,
Department Of Banking And Finance,
Ebonyi State University,
P.M.B 053 Abakaliki

Abstract
The relationship between broad money supply and stock market returns in Nigeria has been a
great interest in any economy. Capital market is the part of the financial market that provides
facilities for transfer of medium and long-term funds to various economic units. The aim of
this study is to investigate the effect of broad money supply on the stock market returns in
Nigeria. Stationary test, co-integration test and error correction model were used as a model.
It was discovered that there is long run relationship between broad money supply and stock
market returns in Nigeria and that broad money supply has been relatively high over the years
and has significant positive impact on the stock market returns in Nigeria. The study
recommended that Government should provide policies that will encourage broad money
supply and also provide incentives to the various multinational corporations in oil and gas as
well as telecommunication industry to list their shares towards enhancing the all share index.
This will enhance the contribution of the capital market to the economic growth of the
country‟s economy.
Keywords: Capital Market, M2, Economic Growth, Stock Market, Unit Root Test, Cointegration.

1. Introduction
Over the years, the relationship between stock market indicators like all share index and
broad money supply as one of the macroeconomic variables has been an issue of debate
among financial scholars and economists (Osisanwo and Atanda, 2012; Obinwogu, 2012;
Eze, 2011; Maku and Atanda, 2009; Omole, 1999, and Ikoku, 2007). Most of them had
argued that stock prices are influenced by some macroeconomic variables such as broad
money supply, interest rate, gross domestic product (GDP), exchange rate and inflation.
Some empirical studies indicate that investors believed that monetary policy and
macroeconomic variables have a large influence on the volatility of stock prices. Christopher,
Minsoo, Huahwa and Jun (2006) state that macroeconomic variables such as broad money
supply can influence investor investment decision and as well motivate many researchers to
investigate the relationship between stock market returns and macroeconomic variables.
Maku and Atanda (2009) opine that Nigerian government set macroeconomic performance
target every fiscal year using broad money supply which is usually tied to two macro policy
frameworks (fiscal and monetary policies). The Central Bank of Nigeria adopts many policies
to stabilize the macroeconomic variables which affect Nigeria capital market and in turn
increase the output growth, promote price stability, stable exchange rate and employment.
The Nigeria Stock Exchange came into existence in 1960 under the name of Lagos Stock
Exchange and came to be known as the Nigerian Stock Exchange (NSE) in December, 1977.
ISSN: 2320-8848(O.)/2321-0362(P.)
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It began operations in 1961 with 19 securities listed for trading (George, 2008). The NSE has
the following branches in major cities of the country: Kaduna, Port Harcourt, Kano, Onitsha,
Ibadan, Abuja, Yola, Benin, Uyo, Ilorin, Abeokuta, Owerri and Bauchi opened in 1978, 1980,
1989, 1990, 1990, 1999, 2002, 2005, 2007, 2008, 2008, 2009 and 2009 respectively. It has
280 securities made up of 33 government stocks, 5 state government bonds, 33 industrial
loans (debenture/preference) stocks and 209 equities of companies as at 2012 (Oscar, 2013).
There have been questions agitating minds of scholars about the sudden turn of events in both
positive and negative sides on the Nigerian Stock Exchange (NSE). Why is the downward
growth rate of the stock market drastic and mutational and not evolutionary or gradual? Why
the instability is so sharp and has become difficult for the Nigerian capital market to rebound
along with other markets around the world? What has been the work of broad money supply?
Empirical evidence, from study by Christopher et al (2006) indicates that macroeconomic
variables like broad money supply can influence investor investment decision and motivate
many researchers to investigate the relationship between stock market returns and
macroeconomic variables. Following the series of reforms and policies on macroeconomic
variables over the years alongside with stock market returns and price index, it can be said
that there exists any relationship between broad money supply and stock market returns in
Nigeria?
The relationship between the change in Nigeria Stock Market Returns and change in broad
money supply has attracted strong debate among analysts based on their studies of developed
and emerging markets like Nigerian capital market and the level of low performance of
Nigerian capital market. The challenges in the global economy have raised issues concerning
the sustainability of emerging capital markets, especially the Nigerian capital market. This
study is faced with the problem of ascertaining the level of effect of broad money supply on
the changes in stock market returns. Meanwhile, it is the desire of this researcher to
contribute to this debate for or against this proposition.

2. Review of Related Literature
2.1 Conceptual Review
Capital market is defined as the market where medium to long-term finance can be raised
(Akigbo, 1996). In the opinion of Ekezie (2002), capital market is the market for dealings
(that is, lending and borrowing) in long-term loanable funds. Mbat (2002) in Ewah, Esange
and Bassey (2009) also described capital market as a forum through which long-term funds
are made available by the surplus unit to the deficit economic units. Emekekwue (2009)
defines capital market as part of the financial market that provides facilities for transfer of
medium and long-term funds to various economic units. It is also imperative to note that all
the surplus-saving economic units have access to capital market, but not all the deficit
economic units have the same easy access to it. The restriction on the part of the borrowers is
simply to enforce the security of funds provided by the lenders.
Companies can finance their operations by raising funds through issuing equity (ownership)
or debenture/bond borrowed as securities. Equities have a perpetual life while bonds
/debentures issues are structured to mature in periods of years varying from the medium to
the long term of usually five and twenty-five years (Donwa and James, 2010).
Broad Money Supply or money stock is the total amount of monetary assets available in an
economy at a specific time. There are several ways to define "money," but standard measures
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usually include currency in circulation and demand deposit (depositors' easily accessed assets
on the books of financial institutions and it is used to forecast inflation in an economy (CBN,
2013). Based on the importance of capital market in accelerating economic growth in any
nation in a relation with broad money supply, government of most nations tends to have so
much interest in the performance of its capital market. The aim is to sustain confidence in the
market and for a strong investor‟s protection arrangement (Ewah, Esange and Bassey, 2009).
2.2 Theoretical Framework
Based on the nature of this study, the theoretical framework we use in this study is the
Efficient Market Hypothesis (EMH), Financial Economic Theory, Stock Prices Behaviour
Theory and Capital Asset Pricing Theory developed by William (1964).
2.2.1 Efficient Market Hypothesis
In exposition, Efficient Market Hypothesis (EMH) which was developed by Fama in 1965
and used by Ewah, Sang and Bassey (2009) states that financial markets are efficient or that
the prices on traded assets have already reflected all known information about the market,
and therefore is unbiased because they represent the collective beliefs of all investors about
future prospects of the capital market.
2.2.2 Financial Economic Theory
Financial Economic Theory which was developed by Rose (1976) and used by Ossisanwo
and Atanda (2012) argued that the only way of linking macroeconomics variables and stock
market returns is through arbitrage pricing (APT), where multiple risk factors can explain
asset returns. While early empirical papers on APT focused on individual security returns, it
may also be used in an aggregate stock market framework, where a change in a given
macroeconomic variable could be seen as reflecting a change in an underlying systemic risk
factor influencing future returns. The recent empirical studies that made use of APT theory
like Ossisanwo and Atanda (2012), linking the state of the macro-economy to stock market
returns, are characterized by modeling a short run relationship between macroeconomic
variables and the stock price in terms of first difference, assuming trend stationarity. The
implication of this theory is that it can be used to focus on the long run relationship between
the stock market and broad money supply which is one of the major macroeconomic
variables.
2.2.3 Stock Prices Behaviour Theory
Ossisanwo and Atanda (2012), states that there are four schools of thought on stock market
returns behaviour theory. These are the fundamentalist schools, the technical school, the
random walk hypothesis school, the Behavioural School of finance and macro-economic
hypothesis school.
2.2.4 Capital Asset Pricing Theory
Capital Asset Pricing Theory predicts the behaviour of capital market in absence of a positive
microeconomic theory dealing with the condition of risk involved in the market.
The assumption of the theory is that, stability is not achieved automatically in deviations of
the actual rates of growth from the guaranteed rate and it gives rise to cyclical fluctuations;
deviations of the guaranteed rate of growth from the natural rate (that is, from the rate of
growth corresponding to the rate of growth of the population) cause protracted negative
trends in the form of economic stagnation or inflation.
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The maintenance of stable economic growth in any nation requires the stability of the
country‟s capital market, the government intervention in terms of regulation, creation of
normal environment for broad money supply and the use of monetary and fiscal policies to
regulate and ensure price stability in Nigerian capital market is in focus.
2.3 Empirical Review
While there have been several studies on the link between some major macroeconomic
variables which broad money supply is among and stock market returns in both developed
and developing countries, mixed results have been generated; some are in support of a
positive link. On the other hand, some are in support of negative link. But the link between
broad money supply and stock market returns creates gap.
Employing Johansen cointegration and Granger causality tests in investigating the impact of
the Nigerian capital market on economic growth, Kolapo and Adaramola (2012) found that
the Nigerian capital market and economic growth are cointegrated; meaning that there is
relative positive impact of the Nigerian capital market on the economic growth of the
country.
In a study „Capital market as a veritable source of development in Nigeria economy‟ using
Ordinary Least Square and cochrane–Orcutt iterative methods, Josiah, Samson and Akpeti
(2012) observed that the capital market has not contributed positively to the development of
the Nigerian economy. Though, there is a positive relationship between the rate of
transactions in the capital market and the development of Nigerian economy.
Using ordinary least square method to study the determinants of stock market returns in
Nigeria: A time series analysis between 1984 and 2010, Ossisanwo and Atanda (2012) founds
that interest rate, previous stock return levels, money supply and exchange rate are the main
determinants of stock market returns in Nigeria.
Using modified Error Correction Model Approach to examine the determinants of stock
market development in Nigeria, Ita, Cornelius and Emmanuel (2010) reveals that stock
market liquidity, interest rate and one period lagged stock market development were
significant predictors of stock market development in Nigeria.
Eze (2011) investigates the effect of monetary policy on stock market performance in Nigeria
using ordinary least square; co-integration and error correction model. It was discovered that
stock market performance is strongly determined by broad money supply, exchange rates and
consumer price index in the short and long-run.
Maku and Atanda (2010) examined the determinants of stock market performance in Nigeria
using Augmented Dickey-Fuller unit root test, Augmented Engle Granger Co-integration test
and Error Correction Model. The empirical analysis showed that the NSE all share index is
more responsive to changes in exchange rate, inflation rate, money supply, and real output.
While, the entire incorporated macroeconomic variables were found to have simultaneous
and significant impact on the Nigerian capital market performance in the long-run.
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2.6 The Role of Government in the Capital Market
The role of the Nigerian Stock Exchange as vehicle of funds mobilization of long-term
capital and a platform for buying and selling of shares/stocks is not only geared towards the
socio-economic aspiration of the nation; it is also efficient and cost effective (Bayero, 1996).
Ojo and Adewunmi (1991) discussed the activities of the government in the market. They
said that there are possible dangers posed by the predominant role of government securities
on the market, where the funds raised by the government is diverted to unproductive
expenditure, the potential contribution by the financial institutions on economic development
is therefore reduced. Also the use of the stock market for the marketing of government
securities and private securities, to the detriment of private issues because of the privilege
position of the government in the market, which occurs whenever the government is
threatened with the issue of private securities that is likely to compete with government
securities, is also unhealthy.
2.7 Broad Money Supply (M2)
In finance the broad money supply (M2), is the total amount of monetary assets available in
an economy at a specific time. There are several ways to define "money," but standard
measures usually include currency in circulation and demand deposits (depositors' easily
accessed assets on the books of financial institutions) It is geometrically expressed as:M 2=M1
+ TD + SD + or CC + DD +TD + SD. Money supply data are recorded and published, usually
by the government or the central bank of the country. Public and private sector analysts have
long monitored changes in money supply because of its effects on the price level, inflation,
the exchange rate and the business cycle. M2 is a broader classification of money than M1.
Economists use M2 when trying to quantify the amount of money in circulation and trying to
explain different economic monetary conditions (CBN, 2012).

3. Model Specification
In order to capture the precise relationship between broad money supply and stock market
returns in Nigeria, an empirical model has been developed to capture the effects of
explanatory variable and the dependent variable which is the stock market returns. More
specifically, this study adopts the empirical model employed by Ossisanwo and Atanda
(2012). Their basic model was modified to achieve the specific objective of the study by
using growth equation and simple linear regression equation approach. The growth equation
is stated as
Q=f (K, L).................................................................. (3.1)
Where;
K=Capital
L=Labour
Q=Output of the economy.
In line with the objectives of the study, the base line analytical models are thus, derived and
estimated with Johansen cointegrating regression model and error correction model. And
again considering the functional notation, the models are specified as follows;
ASI = f (M2) ……………………………………….3.2
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However, the linear function of the above notation is stated as
ASI = b0 + b1M2 + Ut ……………………………...3.3
While the log function of the above model is written as
Log(ASI) = b0 + b1 Log(M2) + Ut …………………3.10
3.1 Unit Root Tests.
It is used to test for the stationarity of the time series data. In this section, we analyze the time
series of the chosen data during the period of 1980-2012. Augmented Dickey Fuller (ADF)
unit root test is conducted on the two variables to know the existence of stationarity or
reliability of the data. The results, presented in Table (1) below, judging by the Augmented
Dickey Fuller (ADF) test statistic, R-Squared and Durbin-Watson statistic at 1%, 5% and
10% level of significance reveals that all the variables (ALSHARE and M2) are nonstationary at level but stationary at first differencing. This means that they are integrated of
order 1(1). In order to determine whether the variables are stationary or otherwise, unit root
tests are conducted. If non-stationary at levels, the order of integration will be determined.
Next is a test of co-integration which is carried out between All Share Index (ALSHARE)
and Broad Money Supply (M2). Test for the stationary of the variables are presented in table
1 below.
The test results suggest that the null hypothesis of unit root for the two time series namely,
All Share Index (ALSHARE) and Broad Money Supply (M2) cannot be rejected at levels.
This prompted us to test the Augmented Dickey-Fuller (ADF) test at first and second levels.
The result as shown in table 1 suggests that the null hypothesis of the variables can be
rejected in the first difference. These shows that all the variables are stationary at first
difference and are integrated of order one or are 1(1) series. The test results are presented
below:
Table 1: ADF Unit Root Test
Trend and Intercept
Variables T. statistics Critical levels 1% 5%
10% Decision
ALSHARE
-5.552754
-4.296729
-3.5684
M2
-6.730118
-3.670170
-2.9640

-3.2184
-2.6210

1(1)
1(1)

Source: E-View 7.0
3.2 Cointegration Tests
This is used to test for the existence of long-run relationship between dependent and
independent variables. The Johansen cointegration test was conducted on the selected
variables. The results obtained from the above unit root test confirm that all the variables
used: ALSHARE and M2 are co-integrated of order one. The test indicates three cointegrating equation at 5% level of significance.
After forming the stationary of the variables, we proceed to test for the co-integration among
the variables. When co integration is present, it means that all share index and broad money
supply share a common trend and long-run equilibrium as suggested in theory. We started the
co integration analysis by employing the Johansen and Juselius multivariate co integration
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test. The maximum Eigen value statistics indicated (3) co integrating equation at the 5
percent level of significance, suggesting that there is co integration relation between broad
money supply and stock market returns in Nigeria. It is also used to test for the existence of
long run relationship between dependent and independent variables. The result is presented in
Table 2 below.

Hypothesized
No. of CE(s)

Eigenvalue

Table 2
Trace
Statistic

0.05
Critical Value

Probability

None*
At most 1*

0.940627
0.379365

187.1919
32.32059

88.80380
25.87211

0.0000
0.0000

Source: E-View 7.0
*(*) denotes rejection of the hypothesis at 5% significance level. The trace test indicates 3
cointegration equation(s) at 5% significance level.
Table 3: Cointegration Test Results.
Hypothesized
No. of CE(s)
None*
At most 1*

Eigenvalue
0.940627
0.379365

Max-Eigen
Statistic
87.54117
24.78738

0.05
Critical Value
38.33101
19.38704

Probability
0.0000
0.0054

Source: E-View 7.0
*(*) denotes rejection of the hypothesis at 5% significance level. The Max-Eigen test
indicates 4 cointegration equation(s) at 5% significance level.
Considering the tables above, there is a long run relationship between dependent variable
(ALSHARE) and the independent variable (M2) within the period under review 1980-2012.
3.3 Test of the two variables using ECM
H0: Broad money supply has no positive and significant impact on the stock market returns
in Nigeria.
Stage 1: Decision Rules
Decision Rule 1: Accept null hypothesis if prob. (F-statistic) is less than 0.05 and reject null
hypothesis if prob. (F-statistic) is greater than 0.05.
Decision Rule 2: Accept alternative hypothesis if prob. (F-statistic) is greater than 0.05 and
reject alternative hypothesis if prob. (F-statistic) is less than 0.05.
Stage 2: Estimated Model Result for the Test.
Following estimation of the model, the following results shown in table 4 were got.
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Table 4: OLS Regression (ALSHARE and M2: 1980-2012).
SUMMARY RESULTS OF ESTIMATION OF MODEL: ALSHARE = f(M2)
Dependent Variable: ALSHARE
Method: Least Squares
Sample: 1980 2012
Included observations: 33
Table 4
Variable
C
M2
R-squared
Adjusted R-squared
S.E. of regression
Sum squared resid
Log likelihood
F-statistic
Prob(F-statistic)

Coefficient

Std. Error

t-Statistic

Prob.

188824.7
0.036750

85573.39
0.006136

2.206582
5.989254

0.0357
0.0000

0.678905
0.633034
98599.12
2.72E+11
-423.5750
14.80038
0.000001

Mean dependent var
S.D. dependent var
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.
Durbin-Watson stat

126760.7
162764.6
25.97424
26.20098
26.05053
0.995015

Source: E-view Computer Result
Model Summary
ALSHARE = 188824.7 + 0.036750 (M2)
T-statistic = (2.206582) (5.989254)
R2 = (0.678905)
Adjusted R2 = 0.633034
F-statistic = 14.80038
Probability = 0.00001
Stage 3: Model Interpretation:
The broad money supply variable contributes about 67.89% of the total variations in the
Nigerian stock market variable (ALSHARE). Since the calculated probability (F-statistic)
which is 0.00001 is less than 0.05, we accept alternative hypothesis and accordingly reject the
null hypothesis. Broad money supply (M2) has a significant and positive impact on the
growth of Nigerian stock market returns (ALSHARE).
Stage 4: Conclusion
Specifically, the impact of broad money supply (M2) on stock market returns as indicates in
the test result above shows that the beta coefficient of M2 is 0.036750 while t-statistic and
probability are 5.989254 and 0.0000 respectively. This indicates a strong support for the
alternative hypothesis and rejection of null hypothesis @ 5% level of significance.
Based on this result, we reject the null hypothesis and accept the alternative hypothesis and it
leads to a conclusion that broad money supply has been relatively high over the years and has
significant positive impact on the stock market returns in Nigeria. This means that change in
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broad money supply has positive and significant impact on the change in stock market returns
in Nigeria. This result is in line with the finding of Eze (2011) who investigated the effect of
monetary policy on stock market performance in Nigeria using ordinary least square; cointegration and error correction model and discovered that stock market performance is
strongly determined by broad money supply, exchange rates and consumer price index in the
short and long-run. While the finding disagree with the finding of Ogiji (2011) who found
that broad money supply has no effect on the growth of Nigerian capital market in both the
short and long-run due to none stationarity of the variable.
3.4 Impact of Broad Money Supply on the growth of Stock Market Returns in Nigeria.
Using Model above:
ASI = f (M2)
Table 5: Regression Of Log(Asi) On Log(M2)
Dependent Variable: LOG(ASI)
Method:
Least Squares
Sample:
1980-2012
No of observation
33
Variable
Coefficient
C
1.802176
LOG(M2)
0.692997
R2 = 0.858520
Source: E-views 7.0

St.Error
0.650119
0.050527

t-Statistic
2.772073
13.71542

Prob.
0.0093
0.0000

The equation in the third model regressed LOG(ASI) on LOG(M 2). The regression
coefficient of LOG(M2) carries positive sign and its t-value (13.71542) is statistically
significant at 5% level. This implies that M2 affects the ASI significantly. The t-value or
marginal value for the regression coefficient of LOG(M2) is significant as confirmed by the tprobability (0.0000). It is estimated from the result that 1% increase in LOG(M2), on the
average, will lead to 0.69% increase in LOG(ASI). The computed value of R2 = 0.858520
shows that 85.85% of the total variation in the Stock Market Returns (ASI) is accounted for
by the explanatory variable (M2) while 14.15% of the total variation in ASI is attributable to
influence of other variables which are not included in the regression model.
Changes in broad money supply (M2) represent the instability in money in circulation. It has
positive significant impact on ASI both in the ordinary least square and the Cointegration
test. Judging from the F-Statistic, it reveals that the calculated F-Statistic of 188.1127 is
greater than the tabulated F-Value of 2.128 which states that the F-Statistic is significance at
5% level of 4 degrees of freedom and 33 observations. The implication of this is that if the
volume of money in circulation to the economy is stable, it will contribute positively to the
growth of the Nigerian stock market returns. In explaining these findings relatively with the
earlier one, we can say that despite the level or the degree of effect of broad money supply,
change in broad money supply has positive and significant impact on the change in stock
market returns in Nigeria. This result is in line with the finding of Ossisanwo and Atanda
(2012) who found that interest rate, money supply and exchange rate are the main
determinants of stock market returns in Nigeria; Eze (2011) who found that stock market
performance is strongly determined by broad money supply, exchange rates and consumer
price index in the short and long-run and Maku and Atanda (2010) who found that the NSE
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all share index is more responsive to changes in exchange rate, inflation rate, broad money
supply, and real output. The impact is also depicted in graph below:
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4. Conclusion and Recommendations
4.1 Conclusion
The regression result between broad money supply reveals that about 67.89% of the
systematic variation in the dependent variables (ASI) is explained by the one independent
variable such as Broad Money Supply (M2). The F-staistic is significant at the 5% level
showing that there is a linear relationship between the ASI and the one independent variable.
On the basis of a priori expectation, the coefficient of the Broad Money Supply (M2) had
positive sign. This implies that a unit increase in M2 increases the growth of Nigerian Stock
market as proxied by ASI. Based on the findings of this study, we have come to the
conclusion that the change in broad money supply has positive and significant impact on the
change in stock market returns in Nigeria.
4.2 Recommendations
The results of this study provide evidence to show that stock returns and broad money supply
are fully co-integrated. Based on the foregoing research findings and their respective
implications and in order to improve on the effectiveness of Nigerian Stock Market Returns
through broad money supply, the following recommendations are put forward:
1. Government should provide incentives to the various multinational corporations in oil
and gas as well as telecommunication industry to list their shares towards enhancing
the all share index. This will enhance the contribution of the capital market to the
economic growth of the country‟s economy.
2. Since the country is making every effort to come out of the effect of the global
financial meltdown that made the foreign investors to withdraw their investment by
dumping their shares, adequate policies should be put in place to ensure the stability
of Nigerian capital market so that it can contribute its role towards the overall growth
of the economy.
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3. There should be appropriate pricing of securities in the capital market so as to restore
confident of potential investors in the market by regulatory authorities through
ensuring transparency and fair trading on transactions and dealings in the stock
exchange market. It must also address the reported cases of abuses and sharp practices
by some companies in the market.
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ABSTRACT
This research study sought to analyze micro credit access by Women owned MSEs in
Kakamega Municipality. The study was guided by the following research objectives:
i) To investigate the extent to which information accessibility influence micro credit access
ii) To investigate the extent to which education level influence micro credit access.
iii) To investigate the extent to which control over assets and property rights influence micro
credit. The research study incorporated the use of descriptive research design and the
population of study comprised of MSEs Kakamega Municipality. The study adopted stratified
random sampling approach to select a sample of 98 and a researcher administered
questionnaire was used to facilitate the acquisition of primary data. Data was analyzed by the
use of descriptive and inferential statistics with the aid of SPSS and thereafter presented in
the form of tables. The study established that information accessibility does influence micro
credit access among the rural women hence the study rejected the null hypothesis since the
chi-square statistic was less than 0.05 (0.000). The study also revealed the role of business
and community associations towards access to micro credit.
Key Words: Credit Associations, Micro and Small Enterprises, Rotating Savings

1.0 Introduction
Women, especially in developing countries bear an unequal share of the burden of poverty.
Microfinance helps the poor to borrow for business expansion, to save and buy other relevant
products like micro insurance and to improve their standards of living. A survey on micro
credit initiatives targeted at women has pointed out that women have superior credit
repayment records and lending to women has a more positive effect on household welfare
compared to men (Stotsky, 2006).
Although access to finance is a business constraint for both men and women, evidence
suggests that women face higher hurdles. Women‟s access to finance especially at the small
and medium enterprise level is a major constraint to start and expand businesses. Women
therefore face tighter constraints in terms of the cost of and access to finance. Lack of
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collateral is a major hurdle for women. Majority of the loan applications rejections are based
on the lack of acceptable collateral, a major constraint for women. Women are also twice as
likely to complain about collateral requirements as men and they perceive such requirements
as a greater burden to them (Nasr, 2010).
Women also typically have less wealth and therefore less collateral to pledge to financing
organizations than do men. In poorer countries, financing usually comes through informal
financial networks. In some countries/cultures, women may not have access to these
networks. A very small percentage of micro credit programming usually targets women
specifically. The year 2005 was the year of Micro Credit and there was an implicit focus on
women in this initiative as called by Nane Annan who promised to give women even more
access to microfinance services enabling them to fulfill their hopes and dreams for
themselves and their families (Maxfield, 2007).
Statutory laws in some countries explicitly restrict women‟s access to formal credit. For
example in some countries the regulatory framework regulating the creation and realization
of non-land secured interests does not permit loans to be taken out without land-based
collateral. Despite having no official rule with regards to women in terms of taking out loans,
bank officials prefer to deal with men and do not take women seriously (Ellis et al, 2007). In
Uganda, the constitution provides for equality between both sexes, but most commercial
banks require a husband‟s co-signature to open an account. Bank officials feel that women
are not key decision makers, despite the fact that the enterprise could be owned and operated
by them (Cutura, 2007).
Women‟s lack of credit access as an individual and lack of control of household income
could originate from the perception that men manage household money and economically
independent women are negatively perceived. If credit was approved for women, it is
commonly channeled to the husband, even if it is the woman who requested and applied for
it.
Micro credit financial programmes have been largely designed, crafted and implemented with
the male who is the head of household as the intended client and fail to recognize that women
are active, productive and engaged economic agents with their own financial needs and
constraints (Fletschner, 2009). Women constitute approximately half of the rural labour force
and, while not always counted, they are economically active in each sub-sector of the rural
economy (Diagne et al., 2000). Even though millions of women throughout the world
contribute to national agricultural output and family food security, detailed studies from Latin
America, South Asia, and Sub-Saharan Africa consistently indicate that rural women are
more likely to be credit constrained than men of equivalent socio-economic conditions
(Fletschner and Kenney, 2011).
1.2 STATEMENT OF THE PROBLEM
While 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. Securing capital for business start up or business operation 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).
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Moreover; in the developing world, women‟s access to credit is limited because lending
offices usually require tangible collateral from borrowers. The most commonly accepted
tangible form of collateral is land. However, many women do not own property that can be
exploited as collateral because gender relationships play a central role (Dowuona-Hammond,
2007).
In addition, women entrepreneurs are often prevented from running competitive businesses
by their relatively low education and skill levels, which generally limit their access to the
various support and credit services (Cutura, 2007). Even when they have access to
information on the financial services and market opportunities available to them, women may
be less equipped to comprehend it due to low levels of literacy (UNDP, 2007).
Moreover; AMFI as a body has acknowledged that women still face many barriers in
accessing microfinance (Stevenson and St-Onge, 2005), but none of these studies have
addressed specific groups. This study therefore focused on rural women entrepreneurs within
Kakamega Central District.
1.3 Research Objective
The general objective of this study was to analyse the extent to which information
accessibility influence micro credit access among rural in Kakamega.
1.4 Research Question
To what extent does information accessibility of rural women influence micro credit access?
1.5 Significance of the Study
The findings of this study will benefit policy makers, academicians, other researchers and add
to the available knowledge.
The research will benefit policy makers in terms of new ideas coming up from the study that
can lead to the promotion of women owned Micro and Small Enterprises in Kenya. It will
make recommendations that can be adopted and form part of the government policy aimed at
promoting women owned MSEs especially in the rural part of Kenya.
It will help academicians to gain a deep understanding of how information accessibility affect
access to micro credit by women owned enterprises especially those in the rural part and
whether such challenges if eliminated may lead to women empowerment.
The paper will contribute on what other researchers have already done mainly on access to
micro credit by women owned enterprises and as such add value to the existing knowledge of
research through the findings that were obtained by the study.
This paper will elicit questions that should form the basis for further research in the area of
micro credit and women owned enterprises.
1.6 Scope of the Study
The study was carried out to assess the extent to which information accessibility influence
micro credit access among rural women in Kenya. The population of this study consisted of
women owned enterprises in Kakamega Municipality. To collect data, the researcher
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approached these women entrepreneurs at their respective places of business, where the
researcher sought time from the women entrepreneurs to administer the questionnaires.
2.0 Literature Review
1) 2.1 Resource-Based Theory in MSE start up Financing
The resource-based theory is a useful framework to understand the dynamics of small
enterprises. Resource-based theories hold that enterprises with valuable, rare and inimitable
resources have the potential of achieving superior outcomes (Wiklund and Shepherd, 2003).
Resources are usually categorized as either property-based or knowledge-based resources
(Wiklund and Shepherd, 2003). Property-based resources refer typically to tangible input
resources while knowledge-based resources are the ways in which firms combine and
transform tangible input resources. Knowledge-based resources are important in providing
sustainable competitive advantage. Resource-based theories are used to analyze strategic
resources that are available to firms, focusing on categorizing resources and examining the
relationships between resource configurations and firm performance. Little attention has been
devoted to examining the relationships between different resource configurations.
Consequently, understanding on how, for instance, knowledge-based resources influence
access to bank credit is limited.
Firms must also have an appropriate organization in place to take advantage of these
resources. Entrepreneurial orientation is an important measure of the way firms are organized
(Wiklund and Shepherd, 2003). Entrepreneurial orientation refers to a firm‟s strategic
orientation, capturing specific entrepreneurial aspects of decision-making styles, methods and
practices (Lumpkin and Dess, 1996). Previous studies (such as Kimuyu and Omiti, 2000;
Zeller, 1994) have largely focused on the direct link between individual strands or
configurations of personal resources and access to bank credit while less attention has been
devoted to how small enterprises can utilize these resources more effectively.
Age, education, entrepreneurial experience, industry specific know-how, training, gender and
social capital have been shown to influence access to bank credit (Lore, 2007). However,
existing literature tends to treat these variables as direct determinants of access to bank credit.
Micro finance is not a new development. Its origin can be traced back to 1976, when
Muhammad Yunus set up the Grameen Bank, as experiment, on the outskirts of Chittagong
University campus in the village of Jobra, Bangladesh. The aim was to provide collateral free
loans to poor people, especially in rural areas, at full-cost interest rates that are repayable in
frequent installments. Borrowers were organized into groups and peer pressure among them
reduces the risk of default (Khan and Rahaman, 2007).
Ledgerwood (1999), Christen and Rosenberg (2000) perceive the concept of micro finance as
the provision of financial and non financial services by micro finance institutions (MFIs) to
low income groups without tangible collateral but whose activities are linked to incomegenerating ventures. These financial services include savings, credit, payment facilities,
remittances and insurance. The non-financial services mainly entail training in micro
enterprise investment and business skills. Roth, (2002) believes that micro finance
encompasses micro credit, micro savings and micro insurance.
2.2 Studies on Women’s Access to Finance
A study carried out by the International Labour Organization (ILO), for example, put access
to finance as the major obstacle facing business women. Similarly, women make up the
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majority of the poor and the majority of informal sector participants in most economies (ILO,
2007). Moreover, women have limited access to formal sources of credit and other economic
resources. Consequently, they cannot discharge their socio-economic roles and
responsibilities effectively (Ledgerwood, 1999). Therefore, there is a shared view among
proponents of microcredit that with proper access to such a resource, women are more likely
to discharge their roles and responsibilities more effectively (Brau and Woller, 2004).
In addition, various studies show that the involvements of the rural women in home-based
economic activities through micro credit programs have positive socio-economic impact on
their lives and their families. However, it is also unclear to different corners whether they are
becoming entrepreneurial by the credit or not (Hashemi et al., 1996). The impacts of micro
credit programs might be discussed by two ways. First, micro credit programs create
employment opportunity, increase productivity, provide economic security, give nutritional
and health status, and improve housing condition of the rural women. The positive impact on
income has increased their asset position and has created wealth for the family (Hulme and
Mosely, 1998).
Microfinance, according to Otero (1999) is “the provision of financial services to lowincome poor and very poor self-employed people”. Ledgerwood (1999) on the other hand
describes these financial services to include savings and credit but can also include other
financial services such as insurance and payment services. Microfinance therefore involves
the provision of financial services such as savings, loans and insurance to poor people living
in both urban and rural areas who are unable to obtain such services from the formal financial
sector.
While access to finance is a challenge to all micro and small enterprises, the challenge for
women business owners especially those in the rural areas is compounded by the multi
faceted gender related problems that inhibit their ability to access finance which even within
the MSE sectors is one of the major factors accountable for hindering the emergence and
growth of their businesses.
Availability of finance determines the capacity of an enterprise in a number of ways,
especially in choice of technology, access to markets, and access to essential resources which
in turn greatly influence the viability and success of a business (Wole, 2009). Wole further
states that securing capital for business start-up or business operation is one of the major
obstacles every entrepreneur, particularly those in the MSE sector, face. But even by the
standard of MSE operators women entrepreneurs face additional constraints to secure
financial resources.
2.4 Micro Credit Access
Women entrepreneurs face dual challenges in accessing financial resources. As part of the
overall entrepreneurial class they face common constraints the private sector faces,
particularly small scale operators, to access financial resources. In addition, as women they
face specific challenges associated with their gender (Wole, 2009).
2.4.1 Entry Barriers and Institutional Discrimination
Entry barriers were said to be high for new business starters to access loan finance. Two
reasons can be sighted as the causes for this state of affairs. The first being the fact that new
business starters, especially women, lack information and the experiences as to how to
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approach microfinance institutions while the second was that microfinance institutions trust
entrepreneurs with whom they have long business relationships much more than the
soundness of the business ideas. Once business dealings are started and good track records
established, one does not face any problems getting additional loans (Wole, 2009).
Also, rural women‟s access to financial resources is also limited by biased lending practices
that emerge when financial institutions in the area consider them smaller, less experienced
and therefore less attractive clients, or when institutions lack the knowledge to offer products
tailored to women‟s preferences and constraints (Fletschner, 2009).
The extent to which institutions reach out to women and the conditions under which they do
vary noticeably, but women are at a disadvantage when an institution does not fund the type
of activities typically run by women, when it does not accept female guarantors, when its
requirements are not clear or widely known or when, as it is typically the case, loans to
women are smaller than those granted to men for similar activities (Fletschner, 2008a; World
Bank, 2008b and Baydas et al., 1994).
2.4.2 Nature of Business
Nature of business that most women are engaged in is another challenge. In most cases
women businesses are not only found in the informal micro enterprise sector, but the types of
business activities they are engaged in are also relatively less capital intensive. This should
not however imply that women are weak to accumulate capital. Women are proved to be
more entrepreneurial when they are exposed to opportunities and have access to resources. In
fact their capacity for capital accumulation is affected by their tendency, as mothers and
wives, to spend whatever income they earn on the welfare of their families and to avert risks
so as to make provisions for the future (Wole, 2009).
2.4.3 Socio-Cultural Roles
Socially accepted norms of behaviour and the roles women play in their families can have
profound effects on the type of economic activities in which women can engage, the
technologies available to them, the people and agencies with whom they can interact, the
places they can visit, the time they have available and the control they can exert over their
own capital (Fletschner and Kenney, 2011).
In addition to this; as a result of innate psychological characteristics and of attitudes
influenced by social conditions, men and women tend to exhibit systematic differences in
their behaviour. Of particular importance when assessing the adequacy of financial products
available to rural women is how men and women differ in their willingness to take risks.
Studies in psychology and economics found that, on average, women tend to be more averse
to risk than men and that, other things equal, women are more likely to forego activities that
offer higher returns if these opportunities require them to bear too much risk (Fletschner et
al., 2010; Croson and Gneezy, 2008) and Browne, 2006). This finding that women are on
average more risk averse than men suggests that women will have a stronger preference for
financial products tailored to help them save in a secure environment, insure against risks or
borrow without risking losing their assets.
In addition to the above facts; women are encumbered with high household demand which
together with the business demand impacts their ability to solely focus on their businesses
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and by implication their ability to seek loan finance. Also, culturally; women shy from
pushing their causes too far, which again impacts their negotiation capability.
The other socio cultural issue is the fact that women are careful to take, as well as to timely
pay, loans. They take what they require and pay promptly when compared to their male
counterparts. Experts in the banks and microfinance institutions indicate that women are
more responsible in the utilization of borrowed money and in paying back loans than men
(Wole, 2009).
2.4.4 Collateral Requirements
Although microfinance is a great poverty reduction tool, it offers only limited support for
women who wish to expand their enterprises beyond the micro level. Thus, women
entrepreneurs who need credit beyond the maximum loan limits from microfinance
institutions have difficulties obtaining a credit higher than a micro credit. Women are forced
to participate in lending groups, and very few are individually able to access financing
because they do not have resources (property, collateral) to act on an individual basis (Ibid).
2.4.5 Education Level and Information Accessibility
Women have little access to education. Under education of women perpetuates their limited
capacity for growing their business beyond the informal micro enterprise sector. As a result
the businesses of most women entrepreneurs are constrained by weak managerial and
marketing skills, finance and technology absorptive capabilities (Wole, 2009).
Even when they have access to information on the financial services and market opportunities
available to them, women may be less equipped to process it. Their lower levels of literacy
and lack of exposure to other languages, especially relative to male family members hampers
women‟s ability to benefit directly from information that is provided in writing or in
languages other than those they speak at home (UNDP, 2007; Ngimwa et al., 1997) and to
fully understand the conditions of complex financial products available to them (Brown,
2001). This matter is demonstrated by experimental work in India and Indonesia that finds
financial literacy as a strong predictor of demand for financial services (Cole et al., 2009).
2.4.6 Property Rights and Control over Assets
Legal regulations and customary rules often restrict women‟s access to and control over
assets that can be accepted as collateral such as land or livestock. Women are much less
likely to have land titled under their name, even when their families own land, and are less
likely than men to have control over land, even when they do formally own it. Biased
inheritance rights often bestow land to male relatives, leaving both widows and daughters at a
disadvantage (Agarwal, 2003).
Moreover, in settings where men are portrayed and perceived as the main breadwinner,
women‟s ability to offer family assets as collateral and their incentives to invest in productive
activities are influenced by family dynamics that are likely to prioritize men‟s investments
(Ospina, 1998).
2.5 Conceptual Framework
MFIs need to understand that they need to tailor their loan requirements to the needs of rural
women entrepreneurs in order to foster accessibility. The dynamics of rural credit vary
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slightly from their urban counterparts especially when it comes to the rural life which may
significantly determine information accessibility.
With respect to this study information accessibility is the independent variable. The outcome
variable which is the dependent variable of having improvement in the conditions imposed by
MFIs and information through micro credit campaigns which will eventually result in
improved access to micro credit services.
Figure 2.5.1: Relationship of the Independent and Dependent Variables
(Source: Author, 2013)
Independent Variable

Dependent Variable

Access Influencers

Information Accessibility

Access to Micro Credit

3.0 RESERCH METHODOLOGY
3.1 RESEARCH DESIGN
The researcher used descriptive research design. Descriptive research design is a scientific
method which involves observing and describing the behavior of a subject without
influencing it. The researcher has no control over the variables. The researcher used this
research design to find out how various determinants influence access to micro credit
services by rural women in Kenya.
3.2 Population of Study
A population is the subject on which the measurement is being taken. It is a unit of study
(Cooper and Schindler, 2003). The target population of this study was women owned micro
and small enterprises. The study focused more on women in in Kakamega Municipality.
Currently there are over 4100 clients according to data at the Ministry of Local Government
in. Majority of these women are involved in various activities types which include: brick
making, dairy, clothing, vegetables, fruits, and cereals.
Table 3.2.1: Indicating Distribution of MSEs

Type of Activity

Frequency

Brick Making
Dairy
Clothing
Vegetables
Fruits
Cereals

310
1200
600
745
610
600
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Food Kiosk Vendors
Total

45
4110

3.3 SAMPLING DESIGN
This study adopted a stratified simple random approach since the population of the study
from which the sample was drawn does not constitute a homogeneous group. Then, simple
random sampling was adopted. In simple random sampling each element of the population
has an equal chance of being selected into the sample (Cooper and Schindler, 2003). This
sampling method was adopted because it helps in preventing bias and it is simple to
understand and use.
3.4 Sample Size
The determination of the sample size was based on the premise that sample adequacy is
assessed by how well it represents the whole population of participants from which the
sample is drawn as granted that the degree of accuracy of the sample, usually expressed as a
percentage error, such as 3%, 5% or 10% . Final determination of the sample size also
took into consideration financial availability and constraints of time.
The table 3.4.1 is an aid in selecting the correct sample size (Research Advisors, 2006). The
evaluation study, worked on a sample with a percentage of error of 10%, and selected the
row which corresponds to the size of the group from which the sample was drawn.
Consequently, a sample size of 98 women owned enterprises was selected and used in the
study.
Table 3.4.1: Sample Size Determination

Population size
2600
2700
2800
2900
3000
4000
5000

Sample size needed
(+_10%)
(+_5%)
93
335
93
337
93
338
93
340
93
341
98
364
100

384

(+_4%)
488
491
494
497
500
522

(+_3%)
757
765
773
780
787
870

600

1067

The determination of the sample size for the different strata was grouped on the basis of
activities carried out by the MSEs as shown in Table 3.4.1
3.5 Research Instruments
The study used intensively researcher administered questionnaires as the main instrument for
data collection. The questionnaire was preferred because: questionnaires act as a source of
reference hence can be used at a later time for prove that the research was carried out, a large
number of sampled population can be realized within a short time and it is a cheaper way of
conducting a research and anonymity of the respondents filling the questionnaire may help
them be honest.
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3.6 Reliability and Validity Testing
The instruments used were taken through both reliability and validity testing. For reliability,
test and re-testing method was used in which same questionnaires were given out to two
separate groups at two different times and the results were compared which gave almost
similar results. For validity testing, expert opinions were sought from supervisors and
practitioners in the area of microfinance who confirmed on the same.
3.7 Pilot Testing
A pilot study was conducted in order to test all aspects of the questionnaire for question
content, wording sequence, form and layout. The questionnaires were tested on a sample of 7
respondents each from the different strata using the stratified random sampling approach. The
pilot study sample however did not participate in the main study.
3.8 Data Collection Methods
The researcher used both primary and secondary methods of data collection. Primary data
was collected by use of researcher administered questionnaires consisting of both open-ended
questions and closed-ended questions. The open-ended questions allowed the respondents to
express their own thoughts, feelings, emotions and attitudes concerning the issue in the best
way they know how.
Data for this study was also collected from secondary sources. These sources include: books,
articles, journals and the internet. Secondary data collection methods were also used since
they involve less time, cost and effort.
3.9 Data Analysis and Presentation
Data was edited, coded and entered into the computer system and then analyzed by use of
descriptive statistics and ordinal regression analysis with the aid of SPSS. Thereafter, data
was presented in the form of tables.
3.9.1 Ordinal Regression Model
The ordinal regression model was employed to determine the significance of association
between the independent variables and the dependent variable. The ordinal logistic model is
one of many models subsumed under the rubric of generalized linear models for ordinal data.
The model is based on the assumption that there is a latent continuous outcome variable and
that the observed ordinal outcome arises from discretizing the underlying continuum into jordered groups. The thresholds estimate these cutoff values.
The basic form of the model is:
Link ( ץj) =
Ɵj – [β1 x1 + β2 x2 + …. + βk xk]
exp (τ1z1 + τ2z2 + …. + τmzm)
where :
 ץj is the cumulative probability for the jth category,
Ɵj is the threshold for the jth category,
β1…. βk are the regression coefficients,
x1…. xk are the predictor variables, and
k is the number of predictors.
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The numerator on the right side determines the location of the model. The denominator of the
equation specifies the scale. The (τ1….τm) are coefficients for the scale component and
(z1….zm) are m predictor variables for the scale component (chosen from the same set of
variables as the x‟s).
Five different link functions are available in the Ordinal Regression procedure in SPSS. Logit
for evenly distributed categories. Negative log-log, if the frequency distribution of the
ordered categorical outcome exhibited a probability of lower categories. Probit analyses with
explicit normally distributed latent variable. If the frequency distribution of the ordered
categorical outcome exhibited that the data points were evenly distributed in various
categories, then the Cauchit link function might be appropriate. If the frequency distribution
of the ordered categorical outcome showed that a large percent of respondents were in higher
categories such as Great extent and Average extent, then the Complementary loglog link
function might be suitable. If one link function did not provide a good fit to the data, then the
other link function might be a possible alternative.

4.0 DATA ANALYSIS, PRESENTATION AND INTERPRETATION
4.1 Response Rate
A total of 98 questionnaires were administered to respondents and 92 were obtained as shown
in the table 4 below. The study therefore achieved a response rate of 94%.
Table 4.1.1: Response Rate
Questionnaires Issued

Questionnaires Obtained

Response Rate %

98

92

94

Source: Research (2013)
4.1.1 Characteristics of the Respondents
Data was gathered on the respondents‟ level of education, age, marital status, length of
operation of the business and family size. Table 4.1.1.1 highlights the results among the
above variables.
In terms of the level of education of the respondents; the highest proportion of women
entrepreneurs were educated to secondary school level and were represented by 41.3%,
followed by primary school level with 31.5%. Very few women entrepreneurs represented by
23.9% had attained tertiary education and 3.3% had no formal education. This finding was
noted to be in agreement with a study conducted by (Gakure, 1995) which concluded that the
majority of women entrepreneurs in Kenya were high school graduates. Other such findings
were mentioned by (McCormick (2001) which states that on average women entrepreneurs
are less educated than their male counterparts and are twice as likely as men to be illiterate
due to institutional and cultural factors.
The study established that a majority of the women enterprise owners were aged between 28
and 37 years. A total of 15 (16.3%) the respondents were in the age bracket of 18-27 while 34
(37%) were between the ages of 28-37. On the other hand, the age bracket of 38-47 had a
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total of 30 (32.6%) respondents compared to the category of those with over 48 years of age
which had a total of 13 (14.1%) of the total respondents.
Women marital status reflects a person‟s level of commitment, responsibility and mobility
among other factors. The study established that most of the women entrepreneurs in are
married and thus have the added responsibility of having to both run a business and be
expected to undertake the household chores as dictated by socio-cultural roles. Knowledge
about the marital status of rural women was necessary to ascertain their level of commitment
and responsibilities to themselves, their families and to the society as a whole. The study
established that out of the 92 respondents; 10 representing 10.9% were single, 65
representing 70.7% were married, 11 representing 12% were widowed and 6 representing
6.5% were divorced/ separated.
The study established that the highest number of rural women entrepreneurs (34.8%) have
been in business for 3 years followed closely by those who have been in business for more
than 5 years with 29.3% implying some level of stability. Enterprises operating in a time
frame of one year, two years and four years were represented with percentages of 9.8%,
15.2% and 10.9% respectively as indicated.
Overall, family sizes were fairly distributed in the study. However, a majority of the women
enterprise owners in the study have family sizes of between 3 and 5. The number of
dependants determines the expenditure patterns of the respondents, micro credit requirements
and also their ability to expand their businesses over time. Out of the 92 respondents;
sampled by the study; 19 representing 20.7% have a family size of less than 3, 40
representing 43.5% have a family size of between 3 and 5, 33 representing 34.8 % have a
family size of more than 5.
Table 4.1.1.1: Characteristics of the Respondents
Level of Education

Frequency

Percent

29
38
22
3
92

31.5
41.3
23.9
3.3
100.0

Age Categories
18-27
28-37
38-47
48 and Above
Total

Frequency
15
34
30
13
92

Percent
16.3
37.0
32.6
14.1
100.0

Marital Status
Single
Married
Widowed

Frequency
10
65
11

Percent
10.9
70.7
12.0

Primary
Secondary
Tertiary
Others
Total
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Divorced/Separated
Total

6
92

6.5
100.0

Length of Business Operation
1 Year
2 Years
3 Years
4 Years
5 and above
Total

Frequency
9
14
32
10
27
92

Percent
9.8
15.2
34.8
10.9
29.3
100.0

Family Size
Less than 3
Between 3 and 5
More than 5
Total

Frequency
19
40
33
92

Percent
20.7
43.5
35.9
100.0

Source: Research (2013)
4.2 Use of Micro Credit Services
The study established that of the 92 respondents sampled, 46 of them (50%) indicated that
they have made an average extent to the use of micro credit services. 18 respondents (19.6%)
have made a great extent to the use of micro credit services. On the contrary 16 respondents
(17.4%) have made little extent to the use of micro credit services while 12 respondents
(13%) have made no extent to the use of micro credit services. There is still a 30.4% gap in
the use of micro credit by rural women respondents which needs to be addressed.
Table 4.2.1: Use of Micro Credit Services
Use of Micro Credit Services
Great Extent
Average Extent
Little Extent
No Extent
Total

Frequency
18
46
16
12
92

Percent
19.6
50.0
17.4
13.0
100.0

4.3 Accessibility to Micro Credit Services
The study established that only 20.7% of the rural women had a great extent to credit
accessibility. However, a significant majority (55.4%) had an average extent to micro credit
access. 15.2% and 8.7% had little extent and no extent to micro credit accessibility. It is
notable to add that a significant majority of the women in the study did indicate that
bureaucracy by credit officers, short repayment periods, high interest rates, seasonality of
their business ventures, numerous requirements, long processes and documentation,
geographical distance between their homes and the MFI office are among the reasons that
deter credit accessibility to rural women.
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Table 4.3.1: Accessibility to Micro Credit Services
Micro Credit Accessibility
Great Extent
Average Extent
Little Extent
No Extent
Total

Frequency
19
51
14
8
92

Percent
20.7
55.4
15.2
8.7
100.0

4.4 MFI Conditions that Affect Micro Credit Accessibility
The study established that 54.3% (great extent - 22.8% and average extent – 31.5) of the
conditions imposed by MFIs affect rural women and in turn credit accessibility compared to
equally half the number 45.6% (little extent - 15.2% and no extent - 30.4%) who were least
affected by MFI conditions. A significant majority of the respondents in the study who were
least affected attributed this to the use of groups thus an indicator of its importance and
relevance. Additionally; majority of those who were single and widowed felt left out due to
limitations of collateral, lack of co-guarantors apart from the group as required by MFIs and
also stigmatization since they are viewed as potential loan defaulters by those who were
married.
Table 4.4.1: MFI Conditions
MFI Conditions
Frequency
Percent
Great Extent
21
22.8
Average Extent
29
31.5
Little Extent
14
15.2
No Extent
28
30.4
Total
92
100.0
4.5 Challenges in Accessing Micro Credit Services by Rural Women
The study established that 28.3% of the rural women entrepreneurs did encounter challenges
in accessing micro credit to a great extent followed equally closely and on average extent
with the same percentage (28.3%). On the other hand, rural women entrepreneurs faced
challenges in accessing micro credit services on little extent (18.5%) and no extent (25%) as
indicated in table 4.5.1.
Table 4.5.1: Challenges in Accessing Micro Credit Services
Challenges in Micro Credit Accessibility
Great Extent
Average Extent
Little Extent
No Extent
Total
(Source: Research (2013)
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26
26
17
23
92

Percent
28.3
28.3
18.5
25.0
100.0
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4.6 Extent of Access to Information and Micro Credit Accessibility
The study established that 56.5% of the rural women were informed about micro credit
services to an average extent followed closely by a great extent (25%). On the other hand,
18.4% of the respondents (14.1% - little extent and 4.3% - no extent) were least informed
about micro credit services.
Additionally the study sought to investigate to what extent does being informed about micro
credit services contributed to better accessibility to micro credit services. It was established
that being informed about micro credit services contributed to a great extent to micro credit
accessibility to a great extent (41.3%), average extent (46.7%), little extent (8.7%) and no
extent (3.3%).
Moreover; the study investigated the extent to which rural women are involved in business
and community associations. It was established that majority of the respondents were
involved in these associations to an average extent (43.5%). A significant majority were
involved to a great extent by 23.9%. On the other hand, only 32.6% of the respondents
indicated least involvement in such associations indicating need to increase popularization on
such associations to the rural women entrepreneurs.
Majority of the respondents indicated that these associations assist them to access information
on micro credit through sharing of information, ideas exchange, training on micro credit,
networking and advocacy, linkages to micro credit and sharing of challenges and success
stories. These responses therefore indicate the need, relevance and significance of such
associations.
Table 4.6.1: Information and Micro Credit Accessibility
Extent of Education Level
Frequency
Percent
Great Extent
31
33.7
Average Extent
11
12.0
Little Extent
13
14.1
No Extent
37
40.2
Total
92
100.0
4.7 Ordinal Regression Results
Three variables were considered as important predictors of the outcome variable (microcredit
access). Again, as described in under the descriptive analysis outlined above, the predictors
individually had some levels of association with the outcome variable. The predictor
variables included in the model were: access to microcredit information; control over assets;
level of education. The outcome variable was the level of access to microcredit facilities and
was categorical with four levels of measure (great extent, average extent, little extent and no
extent). All the predictor variables were categorical data.
The study sought to find out if the model provided adequate predictions. This was done by
examining the Model-Fitting Information table. The significant chi-square statistic (< 0.05)
was used.
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4.8 Information Accessibility of Rural Women and Micro Credit Access
The study established that information accessibility does influence micro credit access among
the rural women. The significance level for the chi-square statistic was less than 0.05 (0.000)
as indicated in the model fitting information hence the study rejected the null hypothesis
(information accessibility of rural women does not influence micro credit access).
Table 4.8.1: Model Fitting Information on Information Access and Credit Access
Model

-2 Log Likelihood

Intercept Only

69.763

Final

51.270

Chi-Square

18.493

Df

Sig.

3

.000

Link function: Complementary Log-log.
Source: Research (2013)

5.0 Summary Of The Findings
The objectives were satisfied by collecting and analyzing pertinent data using a researcher
administered questionnaire. Once collected, the data was analyzed by use of descriptive
statistics and inferential statistics. The Chi square tests statistics were used in the ordinal
regression analysis for the study.
The study established that information accessibility does influence micro credit access among
the rural women hence the study rejected the null hypothesis (information accessibility does
not influence micro credit access) since the chi-square statistic was less than 0.05 (0.000).
In terms of micro credit accessibility it was clear that 76.1% of the respondents were greatly
accessible to micro credit. It is equally to note that 23.9% of the respondents on the other
hand were least accessible to micro credit services. With credit use, 69.6% of the respondents
in the study have greatly used micro credit services compared to 30.4% who have least used
such services.
In addition to this, 56.6% of the respondents have greatly encountered challenges in
accessing micro credit services comparably to 43.5%. It is notable to add that a significant
majority of the women in the study did indicate among the challenges they encountered were:
bureaucracy by credit officers, short repayment periods, high interest rates, seasonality of
their business ventures, numerous micro credit requirements, long processes and
documentation, geographical distance between their homes and the MFI office were among
the reasons that deter micro credit accessibility.
In the study; majority of the respondents (41.3%) were educated up to secondary education
level while also a significant majority (31.5%) had primary education level. In relation to the
extent education level had on micro credit accessibility, 45.7% of the respondents indicated
that one‟s education level affects micro credit accessibility greatly compared to 54.3% of the
respondents who were least affected.
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Information is power and the study established that 81.6% of the respondents indicated that
they were greatly informed about micro credit services compared to 18.4% who were least
informed on the same. On the other hand, 88% of the respondents indicated that being
informed about micro credit services contributed to better accessibility comparably to 22% of
the respondents who negated the statement. In relation to business and community
associations 67.4% of those sampled indicated that they were greatly involved in such groups
unlike 32.6% who were least involved. Majority of the respondents indicated that these
associations assist them to access information on micro credit through sharing of information,
ideas exchange, training on micro credit services, networking and advocacy, linkages to
micro credit and sharing of challenges and success stories. These responses therefore indicate
the need, relevance and significance of such associations to the rural women entrepreneurs.
5.1 Conclusions
Access to information has a significant influence on micro credit accessibility. The study also
revealed the role of business and community associations towards access to micro credit.
5.2 Recommendations
In light of the above findings, the study makes the following policy and suggestions for
further research recommendations.
5.2.1 Policy Recommendations
The government should formulate programmes aimed at strengthening economic power of
micro and small women operators such that the sector players are perceived attractive by
MFIs. This is possible through facilitating seminars and trainings on business skills and
management, providing technical assistance as well as advisory and consultation services.
This will in turn increase micro credit accessibility among women entrepreneurs since the
study established that these women were hugely involved in community and business
associations.
For the formal credit market and the MSE sector to grow, formal financial lenders need to
adopt some of the positive features of the informal sector, such as low transaction costs,
limited collateral requirements and informality of procedures. Since formal lending
institutions are mainly concerned with default problems and loan administration costs, they
can link their operations with those of informal lenders (such as ROSCAs) which guarantee
loan repayment from their members. Given the wide and established network of MFIs, and
the current wave of competition between financial institutions, improving lending terms and
conditions in favour of micro and small women entrepreneurs would significantly facilitate
the easy accessibility of micro credit and may probably lead to an increase in demand for
micro credit among women entrepreneurs.
Government and MFIs in Kenya should undertake a range of initiatives to develop women
entrepreneurs. These should include the nature and dynamics of women entrepreneurship and
the challenges of women in business. Financial support institutions and various councils that
may be partners in offering training and mentoring programmes should furthermore be
implemented.
The government of Kenya should also provide a free slot on major radio and television
stations such as Citizen for women entrepreneurship training, education and networking with
other women entrepreneurs.
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5.2.2 Further Research Recommendations
This study was restricted to assess the extent to which information accessibility influence
micro credit access among rural women in Kenya specifically among selected women owned
MSEs in Kakamega Municipality. Based on the study findings there is need for further
research in the individual independent variables such as: education level as a determinant on
micro credit access, limited information as a determinant on micro credit access and also
asset control, property rights as a determinant on micro credit access.
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