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Abstract
This paper investigates the extent to which poor entrepreneurs invest the loan received from
DUTERIMBERE MFI for promoting their earning capacity, spending patterns and household welfare. As a
gender focused research, both female and male borrowers were included in the sample. The results revealed
that access to microcredit helped female and male entrepreneurs to expand their businesses and increase
their average monthly income from 21,250 Rwf to 45,750 Rwf for males and from 21,000 Rwf to 36,750 Rwf
for females. Although both female and male entrepreneurs were able to get increased income, a gender lens
showed that their spending patterns were more oriented by their gender roles. The paper recommended that
policy makers should promote Microfinance Initiatives that facilitate easy access to financial services by
poor entrepreneurs, particularly women as a group that has more challenges due to cultures and social
norms that discriminate them from access to productive resources.
Key words: Microcredit, productive capacity, poor entrepreneurs, gender analysis
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1. Introduction
Limited access to financial services has been viewed as the key challenge to the economic
development, as it limits the ability of poor entrepreneurs to exploit their potentials in business endeavors.
This is particularly true in many developing countries where the majority of the poor, particularly women,
have no sufficient capital to finance their income generating activities. In Rwanda, the FinScope survey of
2008 indicated that more than half of the population was financially excluded from formal and informal
financial services and that only 1 percent of adult population had access to commercial banks’ services
(FinScope Rwanda, 2008). This high rate of financial exclusion has historical foundation in the strategies of
commercial banks that ignored the poor and considered them as worthless for credit due to several reasons
including the high cost associated with small transactions, lack of valuable assets to offer for collateral and
geographical isolation as most of them live in remote areas. Among the poor, women face more challenges
due to social norms and discriminatory practices that marginalize women in many societies and hinder their
access to productive resources like education, land and physical assets. It was indicated in the 2007
Microfinance Strategy of Rwanda that the poor were either un-served or offered inappropriate financial
services as formal financial institutions target the richer segment of the population because of their capacity
to repay the loans (Republic of Rwanda, 2007). This problem was also raised by Boros, Murray, & Sisto(
2002) who revealed that banks and other financial institutions could only serve 25 percent of the potential
clients worldwide in 2002. To correct this market failure, microfinance is being promoted with its new
approach of financial inclusion that emerged in the late 1970’, from the successful story of the Classical
Grameen model initiated by Muhammad Yunus (Leikem, 2012).
After being aware that poor entrepreneurs are also bankable in terms of repaying the principal loan
plus its interests and making savings, microfinance promoters started to tailor the products that are suitable
to their needs (Boros et al., 2002). Microfinance institutions support these poor entrepreneurs, among them
women as well as youth, by designing collateral free microcredit products such as small loans to individual
entrepreneurs, group loans and leasing loans in order to facilitate access to capital necessary to support their
investment activities. The government of Rwanda has also acknowledged the importance of financial
inclusion to the national development and women’s empowerment and has made a strong commitment to
support MFIs and other initiatives that provide flexible financial services for promoting the growth of
entrepreneurial activities in the country (Republic of Rwanda, 2007). The premise that guided Microfinance
Institutions to target the grassroots was that their inability to invest blocks their productive capacity as they
can not engage in new business ventures, limits their income opportunities and keeps them in the vicious
circle of poverty (Boros et al., 2002). It was also claimed that if the poor can be given the opportunities that
were previously denied to them, they can pull themselves out of poverty (Leikem, 2012). This is because
greater access to financial services enables the poor to build up productive assets, enhance their productivity
and support their livelihoods on sustainable basis (Green, Kirkpatrick, & Murinde, 2006).
However, a number of previous studies identified that many microfinance initiatives have been
oriented to women as the most vulnerable category (Kigundu 2000; Alhassan & Akudugu, 2012; Kato &
Kratzer, 2013; Leikem, 2012; Mayoux, 2000; Rehman, Moazzam, & Ansari, 2015). The arguments behind
targeting women in MFI’s activities are many and diversified and these were summarized by Mayoux
(2000) in three contrasting paradigms: feminist empowerment paradigm, poverty alleviation paradigm and
financial sustainability paradigm. The target of the proponents of the financial sustainability paradigm was
to promote active female entrepreneurs based on the higher repayment rates expected from them as women
are less likely to misuse the loan. The poverty alleviation paradigm prioritized female clients based on the
higher levels of poverty within the female population. It also revealed that women are more likely to
distribute the benefits received from microfinance to other family members including their children and
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husband. And the target of the feminist empowerment paradigm was to challenge historical discrimination
of women with respect to accessing productive resources and the promotion of gender equality and women’s
rights.
Although all these approaches were designed toward the empowerment of women, it was established
that gender concerns were not explicitly taken into account in some programs. It was argued by Boros et al.
(2002) that MFIs that have chosen to serve women based on the high repayment and poverty alleviation
arguments have not taken into account the specific needs of women in designing their microfinance services.
The creation of female focused MFIs was then promoted by gender lobbyist based on the recommendation
of the Beijing Platform for Action at the Fourth World Conference for Women (1995). Recommendations
from this conference called upon government to reformulate and implement policies that promote women’s
self-employment. Female targeting MFIs were believed to adjust financial services such as interest rates,
repayment schedules, application procedures, loan size and savings conditions as well as to design nonfinancial services for better methods of addressing women’s needs, achieving gender equality and women’s
empowerment (Mayoux, 2005). Several studies have shown that microcredit services provided by gender
sensitive MFIs bring positive results on women’s abilities. Such results include increased job opportunities
for themselves or their relatives, increased productivity of their businesses, access to increased income than
before microcredit, buy more household assets and improved standards of living for the whole family
(Kessey, 2014; Entwicklungsbank et al., 2010; Mogale, 2007; Teng et al., 2011; Islam, 2012; Gobezie,
2010). Other studies were skeptical about the increased capacity of women after getting microfinance as
they invest in traditional female businesses of low productivity (Gupta and Goetz, 1996; Mayoux, 2000;
Alhasan and Akagudu, 2012). Moreover, Chowdhurya and Mukhopadhaya (2014) noted that women are less
effective than men in utilizing loans and achieving their functioning.
In this paper, we compared the capacity of women and men in utilizing and benefiting from
microcredit services provided by Duterimbere, as one of the female targeting MFIs that operate in Rwanda.
The key research questions addressed during the study included:
a) To which extent does microcredit contribute to the growth of the businesses undertaken by women and
men?
b) How does access to microcredit result in increased income of female and male borrowers?
c) How has microfinance resulted in different spending patterns or asset creation between men and
women?
d) How does microcredit affect the welfare of the family of the MFIs’clients?
2. Literature review
2.1 Microcredit and income generating capacity of poor entrepreneurs
Microcredit is universally accepted as a tool that helps to reduce poverty by promoting the income
earning capacity of the poor through self-employment (Alhasan and Akugudu, 2012). In most of developing
countries, poor entrepreneurs particularly women have been found to meet a general challenge of lack of
sufficient capital to run their investment activities. It was noted by Osunde & Mayowa, (2012) that the most
important contribution of microfinance institutions to developing nations including Nigeria was its role of
promoting entrepreneurship development of poor women and men. This is because micro-credit was found
to be an exceptional development initiative that provides access to flexible, appropriate and affordable
financial services that empower and support the poor to make their own choices and create wealth for
themselves (Littlefield et al., 2003; Mayoux, 2002; Mayoux and Hartl (2009)..This corroborates also with
the findings of Asante (2011) who said that access to microcredit for entrepreneurial activities contribute to
increased capacity and ability of women to run their business independently which increase their likelihood
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to move out of poverty. Mugabi(2010) also noted that access to credit fills the gap of the financial deficiency
for majority of the low income people by providing the working capital for their businesses. For that reason,
he made an argument that without the intervention of microfinance many poor entrepreneurs could not start
up their business that is why he considered micro-credit as a pillar for the income generating activities of the
poor in terms of capital and stock as well as the initial capital to start up micro-enterprises.
This claim was also supported by the study on the impact of Microcredit on income generation
capacity of Women in the Tamale Metropolitan Area of Ghana conducted by Alhasan and Akugudu(2012).
Their findings showed that 90 percent of 90 women borrowers who composed their sample indicated that
microcredit had a positive impact on their capacity to generate income from micro-businesses. Some of them
indicated that microcredit helped them to start up their businesses and this implies that they were not
engaged in income generating activity before accessing to microcredit and most of them were considered as
housewives with no work to do (to means productive work). Others revealed that they were used to do
income generating activities mainly for household consumption with little or no surplus for sale. Therefore,
Microcredit was viewed as a powerful tool that helped to change the dynamics of low or lack of earning
capacity of women by allowing them to engage in productive activity principally as income earners. Another
study conducted in Western Ghana by Angko(2013) revealed that microcredit has been an essential working
capital for women entrepreneurs who were previously excluded in the financial system. His survey
conducted in Kassena Nankana district indicated that microcredit helped women to increase their working
capital from a very low level of GH￠100 to a medium level of GH￠500. After increasing their capital
base, women have been able to get increased income due to accumulated profits of their businesses.
Likewise, Mogale (2007) argued that small loans helped poor entrepreneurs to increase the volume of their
business, get more business opportunities and expand the portfolio of their businesses.
Previous research also noted that the impacts of microcredit to poor entrepreneurs can go beyond
personal benefits of self-employment, profitability of the business and increased income to reach a wider
impact of job creation for relatives and neighbors. For example Islam (2012) noted that Gramen Bank
operations contributed to the increase in wage rates in all sessions with the rate of increase varying from 38
percent to 58 percent. This increase on wage rates benefited both the bank members and non-members in the
agricultural labor market. Loca & Kola (2013) have also concluded that MFIs’ crediting activity has been
successful in job creation and increasing the salary of the employees hired by micro-entrepreneurs. The
assertion that Micro-credits allow the poor increase the profitability of their businesses and enhance their
income capacity also implies that access to microcredit has had an impact on their spending patterns and
their capacity to create new assets for their households as well as the overall welfare their businesses
(Adama, 2015; Alhassan & Akudugu, 2012).
2.2 Microcredit impact on spending patterns and household welfare
Through its contribution to the ability to increase their earnings, access to loan services has been
identified to bring a transformative change on the spending patterns and a significant improvement in the
quality of life for micro-entrepreneurs of LDCs around the world (Vincent, 2002). According to Adama
(2015), Micro-credit schemes promote the income of the poor, build assets and decrease their vulnerability
to daily crises. Microcredit schemes also help the poor to provide better standards of living to their family by
improving their houses, nutrition, access to health facilities, education opportunities and better planning for
the future through increased savings (Vincent, 2002). For poor women, Teng et al.(2011) mentioned that
micro-credit does not only help women to increase their household’s income and family welfare, but also
empower them to participate more in social and political activities and increase their self-esteem.
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Previous researches have also shown that there are positive changes in the spending capacity of
micro-entrepreneurs as a result of increased income received from microcredit investment activities. For
Mazumder and Wencong (2013), the beneficiaries of microcredit in the Northwest region of Bangladesh
have been able to increase their economic conditions after investing their loans in different income
generating activities. De Gay (2012) have also noted that women in Dar es-Salaam Region, Tanzania have
spilt the profit gained from their investment activities financed by microcredit into repayment of the loan
and the development of their homes, payment of the school fees and improving the nutrition of their family.
Similarly in Tanzania, Kato and Kratzer(2013) explained that members of MFIs have been able to own and
register assets and durable goods on their names than non-members. For example their findings show that
62.3 percent of members of MFIs indicated that they were able to buy houses while the non-members who
were able to acquire the house asset were only 32.2 percent. Increase in the spending capacity of microcredit
beneficiaries and improvement in their standards of livings were also proven by Kuhinur and
Rokonuzzaman(2009) after making a comparative analysis on the patterns of livelihoods before and after
involvement with microcredit program for 100 women, members of Grameen Bank. They findings indicated
that there was a significant increase in the average score of housing, health and sanitation of the clients of
Grameen Bank’s lending operations varying from 33.38 scores before microcredit to 37.67scores after
microcredit.
However, the spending patterns of men and women were found to be different in most societies due
to inequality in gender roles assigned to them by the culture and social norms. This statement was supported
by Alhasan and Akugudu(2012) who revealed that the priorities of women and men regarding the household
management are different particularly in societies characterized by severe gender bias. On one hand, the
income earned by women is likely to generate more social benefits than the income earned by men
(Narasaiah, 2008). For Kabeer(2001), women spend much more of their income on household needs than
men particularly in the education of their children, nutrition and health for improving the wellbeing of the
whole family. Hence, the income earned by women will generate more social benefits than the income
earned by men (Narasaiah, 2008). This is consistent with the findings of De Gay (2012) that Buza Women
Group and the Amani Group in Tanzania have enhanced the material well-being of their family from the
profit earned in their businesses. His qualitative analysis illustrated the case of a woman who had been able
to diversify the diet of her family by adding on meats, fruits and vegetables and increase the number of
meals intake from two to three times a day. On the other hand, the income earned by men is more likely to
generate more material wealth than the income gained by women. The results of the model that was
established Chowdhurya and Mukhopadhaya (2014) in order to show up nine new indicators that need to be
taken into account by development partners in developing microfinance projects designed to empower
women revealed that asset creation for women was comparatively less than that of men. They further
explained that while women’s income was much higher than that of men, their ability to acquire new land or
houses from the excess of microcredit was less. Moreover, Alhasan and Akagudu, (2012), established that
although women’s income have increased due to higher profit gained from their businesses, their ability to
acquire physical assets such as lands and houses were very limited. They also revealed that women could
only afford minor assets and provide for decent meals and other household welfare related needs without
demanding support to their husbands.
3. Study Methodology
The study used both primary and secondary data. Secondary data was helped to explain the concept
of microcredit and its relationship with the economic capacity of poor entrepreneurs. These secondary data
were supplemented by primary data that were collected trough semi-structured interviews with the
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beneficiaries of microcredit services offered by DUTERIMBERE MFI.To select the respondents, three
techniques were combined: stratified sampling, quota sampling and simple random sampling. As a gender
sensitive research, sampling that uses multiple techniques was very important for obtaining a sample that is
representative of the target population by respecting both geographical and sex specific characteristics for all
the groups concerned by the study.
Results and discussion
4.1 Microcredit impact on the business activities of poor entrepreneurs
To investigate the impact of microcredit on the business activity of Duterimbere clients, this study
made a comparative analysis between the volume of their businesses before and after receiving microcredit
from Duterimbere MFI.
Table 1: Growth of the business before and after credit*sex of respondents
Volume of the business in Rwf
Females
Males

Volume of the
business before
credit

Volume of the
business after
credit

Frequency Percent

Frequency Percent

From o to 500,000

45

18.4

8

8.5

From 500,001 to 1,000,000

89

36.5

43

45.7

From 1,000,001 to 3,000,000

72

29.5

28

29.8

From 3,000,001 to 5,000,000

38

15.6

15

16.0

More than 5,000,000

0

0.0

0

0.0

Total

244

100.0

94

100.0

From o to 500,000

14

5.7

5

5.3

From 500,001 to 1,000,000

29

11.9

4

4.3

From 1,000,001 to 3,000,000

55

22.5

16

17.0

From 3,000,001 to 5,000,000

84

34.4

38

40.4

More than 5,000,000

62

25.4

31

33.0

244

100.0

94

100.0

Total
Source: Primary data

The findings of table 1 above show that the majority of both female (36.5 percent) and male (45.7
percent) respondents had businesses whose values were between 500,000 and 1,000,000 Rwf before
microcredit, while the majority of respondents (34.4 percent of female and 40.4 percent of male
respondents) indicated that their businesses volume valued between 3,000,000 and 5,000,000 Rwf after
investing microcredit in their businesses. The findings of table 1 also shows that while there was no
respondent who indicated to have a business volume greater than 5 million Rwf before microcredit, 25.4
percent of female and 33 percent of male respondents respectively indicated to run business activities that
were greater than 5 million due to access to microcredit. This means that most of female and male
respondents were doing small scale businesses due to the challenges of accumulating sufficient capital for
expensive investments before access to microcredit. This also brings out the role of microcredit in filling the
financial gap and promoting the expansion of the business activities of poor entrepreneurs in Rwandan.
Other researchers have also recognized the importance of microcredit in promoting and expanding the
business portofolio of the borrowers. For instance, Mogale (2007) argued that microfinance loans helped
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small micro-enterprise owners in South Africa to augment their business volume and improve on business
opportunities. Similarly, Attefah, Mintah, and Amoako-Agyeman (2014) did a research on the motive that
pushes small business owners in Ashanti Region of Ghana to work with two or more MFIs, and found out
that most of them do it for the for the purpose of saving funds that can help them to secure credit in order to
increase and expand their business activities. Their findings on the extent to which the core MFI services
support small business owners to grow their SMEs revealed that 44 percent and 34 percent of the
respondents respectively indicated that their SMEs had grown to high and normal extent and that 55 percent
of the respondents were willing to advise other small entrepreneurs to partner with MFI for the growth of
their businesses.
4.2 Revenue before and after access to microcredit
Increased volume of the business activities of female and male entrepreneurs would normally
translate into increased income as the borrowers would be able to benefit from high profit rate of larger
businesses. In this research, this claim was investigated by asking the respondents to specify the monthly
revenue gained from their business before and after credit which was recorded in figure1.
Figure 1: Monthly income before credit by sex of respondents

Figure 2: Monthly income after the loan by sex of respondents

male respondents (3.19 percent) who

The findings of figure 1 show that before access to microcredit, the income of both female and male
respondents was on descending order. More than 70 percent of female and male respondents were receiving
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an income less or equal to 50,000 Rwf per month and only 20 percent of female and male respondents were
able to get an income that was greater than 50,000 Rwf but not exceeding 150,000 Rwf per month. It is also
important to note that there were a small number of female respondents (represented by 1.23 percent) who
indicated that they had no income before access to microcredit. This implies that those women were rather
preoccupied by their reproductive roles of producing for household consumption without any surplus for
sale. However, the information presented by figure 2 on monthly income after microcredit show that the
clients of Duterimbere MFI gained increased income on sustainable basis.
Figure 2 shows that the earning capacity of female and male respondents has increased after taking
microcredit. Contrary to the decreasing tendency of monthly income observed in figure 1, the trend of
monthly income after microcredit is increasing. This means that the lowest range of a monthly income that is
between o and 25,000 Rwf corresponds to the lowest percentage of female respondents (6.97 percent) and
male respondents (3.19 percent) who indicated to gain this amount within a month. It can also be observed
that the majority of female respondents (29.92 percent) and male respondents (35.11) indicated to gain a
monthly income that was greater than 150,000 Rwf after accessing microcredit, which implies that the
lending operations of Duterimbere MFI have been useful in promoting the profit margin of their clients. In
conformity with these findings, Mazumder and Wencong (2013) grouped their respondents into three
different classes of low income (up to Tk 5,000), medium income (Tk 5,001 to Tk 12,000) and high income
(Tk 12,001 and above). They also compared their income categories before and after microcredit and found
out that microcredit lifted many respondents from the lower to superior category of earning. Respondents
who were in the medium income category have increased from 26.7 percent to 45.6 percent, those who were
in the low income group decreased considerably from 63.3 percent to 40.0 percent. Loca and Kola (2013);
Mazumder and Wencong (2013) did a similar research in Albania and their findings proved that there was a
significant difference between the profit realized by the beneficiaries of microcredit and non-beneficiaries.
While 46 percent of the clients indicated that their profit has increased, only 11percent of non clients
provided the answer that their profit has increased. Moreover, the percentage of the respondents who
indicated that their profits decreased was higher for non-beneficiaries of microcredit (31 percent of nonbeneficiaries against 1 percent of the beneficiaries of microcredit). For Alhassan and Akudugu ( 2012),
access to microcredit has a positive impact on the earning capacity of the beneficiaries engaged in
productive activities mainly for earning an income .
4.3 Salary of employees before and after credit
Another area of concern with regards to participation in microcredit program and benefits of microentrepreneurs is the increase in the employment opportunities as self-employment and job creation for
household and non-household members. In this research, the respondents were asked to indicate the average
monthly salary paid to regular and part-time employees before and after taking the loan.
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Table 2: Average monthly salary paid to the workers before and after microcredit * Sex of
respondents
Monthly salary paid before the loan in Rwf
Sex of respondents

SelfFrom o to From 25,001 to From 50,001
employed 25000
50,000
to 100,000

From 100,001
to 150,000
Total

Male

Count

45

43

5

1

0

94

% within Sex

47.9%

45.7%

5.3%

1.1%

.0%

100.0%

Count

108

103

24

6

3

244

% within Sex

44.3%

42.2%

9.8%

2.5%

1.2%

100.0%

Count

153

146

29

7

3

338

% within Sex of
respondents

45.3%

43.2%

8.6%

2.1%

.9%

100.0%

Female

Source: Primary data from the field
Table 3: Average monthly salary paid to the workers after credit*sex of respondents
Monthly salary paid after the loan in Rwf
Sex of respondents

From
SelfFrom o to From 25,001 50,001 to
employed 25000
to 50,000
100,000

More
From 100,001 than
to 150,000
150,000 Total

Male

Count

25

29

20

9

9

2

94

% within Sex

26.6%

30.9%

21.3%

9.6%

9.6%

2.1%

100.0%

63

79

46

27

13

16

244

25.8%

32.4%

18.9%

11.1%

5.3%

6.6%

100.0%

Count

88

108

66

36

22

18

338

% within Sex of
respondents

26.0%

32.0%

19.5%

10.7%

6.5%

5.3%

100.0%

Female Count
% within Sex

Source: Primary data from the field
Table 2 shows that before taking microcredit, the majority of female (44.3 percent) and male (47.9
percent) respondents were doing their businesses on self-employment basis, which means that all the
activities of their businesses were done by themselves or they were helped by their family members as
unpaid labor forces. However, after microcredit, the majority of respondents (32.4 percent of females and
30.9 percent of males) indicated that they were able to pay a monthly salary that was less or equal to 25,000
Rwf per month as shown by table 3. A further comparison between the findings of table 3 and those of table
2 also shows that employment opportunities offered by micro-entrepreneurs were not only limited to low
salary of 25,000 Rwf per month after using microcredit. For example, 1.2 percent of female respondents and
zero percent of male respondents indicated to pay a monthly salary that was in the range of 100,001 and
150,000 Rwf before credit while the same monthly salary was paid by 5.3 percent of female respondents and
9.6 percent of male respondents after microcredit. Moreover, there was no female or male respondent who
indicated to pay a monthly salary greater than 150,000 Rwf before taking the loan while 6.6 percent of
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female and 2.1 percent of male respondents indicated to pay a monthly salary that was greater than 150,000
after receiving the loan.
The major observation that can be made from these findings is that female borrowers dominate males
when the monthly wage increases. This indicates that when the size of the business increase women need
more supports in terms of labor than men as women take also into account the additional salary paid to
house-workers that help them in their reproductive roles.
Studies elsewhere also show that access to microcredit promotes self-employment and increases the
wage rates paid to the employees by MFI clients. The research of Islam (2012) showed that microcredit
services contributed not only to self-employment for nearly half of 156 females members and 9 percent of
144 male members in Grameen Bank but also to shift in more profitable businesses such as petty trade and
transport services for those who were previously employed in agricultural activities. He also established that
Gramen Bank operations contributed to the increase in wage rates in all sessions with the rate of increase
varying from 38 percent to 58 percent. This increase on wage rates benefited both the bank members and
non-members in the agricultural labor market.
4.3 Statistical test on the benefits of microfinance loan services
The quantitative data collected on business activities, income of respondents and wages of the
employees were also subject to paired samples t-test analysis in order to assess whether the positive changes
observed from frequency distributions and graphs were also statistically significant. Paired-samples t-test is
used when the research has only one group of people and has collected data from them on two different
occasions or under two different conditions (Pallant, 2005). In this research, the results of paired t-test
presented in tables 4a, 4b and 4c helped to compare the mean scores of female and male respondents on the
indicators above mentioned before and after microcredit. This test also enabled the researcher to check
whether the impact of loan related benefits is similar or different for female and male respondents.
The volume of the business activity of male respondents has increased significantly from
(M=1,598,400 Rwf, SD=1.21E6) to [M=6,125,000 Rwf, SD=1.074, t(93)= (11.07), p=0.000 <.0001] and
that of female respondents increased from(M=1,567,600 Rwf,SD=1.41E6) to [M=5,107,600 Rwf,
SD=4.49E6, t(243)= (15.53), p=0.000 <.0001]. The eta squared statistic was .413 for male respondents and
.571 for female respondents indicating a large effect size.
There was also a significant increase in the income of male respondents from (M=36,835Rwf,
SD=2.44 E4) to [M=173,000 Rwf, SD=1.25 E5, t(93)= (11.79), p=0.000 <.0001] and for female
respondents from(M=37,449 Rwf, SD=3.03 E4) to [M=171,000 Rwf, SD=1.64 E5, t(243)= (14.49), p=0.000
<.0001]. The eta squared statistic was .652for male respondents and .760 for female respondents indicating a
large effect size.
The average monthly salary paid to the employees has also increased significantly from [M=8,510
Rwf, SD=1.16E4] to [M= 34,707 Rwf, SD=4.29E4, t(93)=( 6.95) , p=0.000 <.0001] for male respondents
with the squared statistic of .482that indicate a large effect size. While the increase in the wage paid by
female respondents varied from [M=12,346 Rwf, SD=1.95E4] to [M=37,551Rwf, SD=4.87E4, t(243)=(
10.62) , p=0.000 <.0001] with the squared statistic of .588 that indicate a large effect size.
The findings presented above show that access to microcredit contributed significantly to the
increase in the volume of the business activities, to the monthly income gained by the respondents and to the
monthly salary paid to the employees. These findings also show that there was no gender difference in the
positive impact of microcredit as both female and male respondents have been able to benefit from the
increased proceeds of microcredit. This is similar to the findings of Loca and Kola (2013) who conducted a
research in order to examine how micro lending operations have affected the entrepreneurial activities in
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Albania. Their paired sample t-tests results showed that MFIs lending process has been efficient in
promoting the business growth of the entrepreneurs, increasing their daily, monthly and annual revenue and
the average monthly salaries for the enterprise served.
Table 4a: Paired sample t-test on loan related benefit by sex of respondents
Paired Samples Statistics
Sex of respondents
Pair 1
Value of the business before Male
the loan in Rwf
Female
Value of the business after the Male
loan in Rwf
Female
Pair 2
Monthly income before credit
Male
Female
Monthly income after the loan Male
in Rwf
Female
Pair 3
Monthly salary paid before the Male
loan in Rwf
Female
monthly salary paid after the Male
loan in Rwf
Female
Source: Primary data from the field

Mean
1,598,400
1,567,600
6,125,000
5,107,600
36,835
37,449
173,000
171,000
8,510
12,346
34,707

N
94
244
94
244
94
244
94
244
94
244
94

Std.
Deviation
1.21E6
1.41E6
4.62E6
4.49E6
2.44 E4
3.03 E4
1.25 E5
1.64 E5
1.16E4
1.95E4
4.29E4

Std. Error
Mean
1.24E5
9.08 E4
4.77E5
2.87E5
2.51 E3
1.94 E3
1.29 E4
1.05 E4
1.19E3
1.25E3
4.43E3

37,551

244

4.87E4

3.12E3

Table 4b: Paired Samples Test
Sex of respondents

Pair 1

Pair 2

Pair 3

Value of the
business before
the credit vs
Value of the
business after
the credit in
Rwf
Monthly
income before
credit vs
Monthly
income after
the credit in
Rwf
Monthly salary
paid before the
credit vs
Monthly salary
paid after the
credit in Rwf

Paired Differences
Mean
Std.
Dev.

Male

Std.
Error
Mean

t

df

Sig.
(2tailed)

95% Confidence
Interval of the
Difference
Lower
Upper

4,526,600

3.96E6

4.08E
5

-5.33E6

-3.71E6

11.071

93

.000

3,539,960

3.55E6

2.27E
5

-3.98E6

-3.09E6

15.538

243

.000

-136,378

1.12E5

1.15E
4

-1.59E5

-1.13E5

11.797

93

.000

-133,186

1.43E5

9.18E
3

-1.51E5

-1.15E5

14.496

243

.000

-26,196

3.65E4

3.76E
3

-3.36E4

-1.87E4

-6.953

93

.000

-25,204

3.70E4

2.37E
3

-2.98E4

-2.05E4

10.629

243

.000

Female

Male
Female

Male
Female
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Table 4c: Measures of Association
Sex of respondents

Eta

Eta Squared

Pair 1

Value of the business before the loan in Rwf * Male
Value of the business after the loan in Rwf
Female

.643

.413

.756

.571

Monthly income before credit * Monthly income Male
after the loan in Rwf
Female

.807

.652

.872

.760

Monthly salary paid before the loan * monthly Male
salary paid after the loan in Rwf
Female

.695

.482

.767

.588

Pair 2

Pair 3

Source: Primary data
4.4 Changes in the household assets
Access to microfinance lending activities was also found to play a significant impact on the assets
endowments of the borrowers for their household or business activity. This may result from the fact that
microcredit helps them to engage in more profitable income generating activities and hence boosting up
their earning and spending capacities. Impact on asset acquisition was assessed by asking respondents to
specify new assets that they were able to purchase from the benefits of microcredit investment activity. The
responses of respondents are provided in table 5.
Table 5: New assets acquired after access to microcredit
Type of asset acquired

All respondents

Females

Males

Frequency Percent

Frequency Percent Frequency Percent

None

27

8.0

21

8.6

6

6.4

Minor household assets

85

25.1

67

27.5

18

19.1

Transport assets

35

10.4

19

7.8

16

17.0

Building or renewing houses

69

20.4

45

18.4

24

25.5

Land, house and other assets

31

9.2

22

9.0

9

9.6

Land and livestock

56

16.6

44

18.0

12

12.8

Assets for business expansion

35

10.4

26

10.7

9

9.6

Total

338

100.0

244

100.0

94

100.0

Source: Primary data from the field
Without taking into account gender differences, the majority of respondents (25.1 percent) indicated
that they were able to acquire minor assets (like television, radio, sofa sets, beds, mobile phones etc). This
category of persons was followed by 20.4 percent of respondents who indicated that they were able to build
or renew their houses, and 16.6 percent of respondents who were able to buy land and livestock. Table five
shows that the acquisition of assets was not only limited to household assets, but that there are 10.4 percent
of respondents who were able to buy transport assets such as motorcycle, automobile or bicycles that were
used for transport services as their income generating activities and 10.4 percent of respondents who were
able to buy other assets necessary for the expansion of their businesses. However, the findings of table 5
show that not all respondents were able to acquire new assets after receiving microcredit as 8 percent of
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respondents indicated that they have not acquired any asset after receiving microcredit. These respondents
are amongst those who have limited control over their loans and those who recently joined the lending
institutions as they are still struggling with the repayment of the loan.
Evidences form other countries also confirm that better utilization of microcredit loan services uplift
the purchasing power of the borrowers and their capacities to afford physical assets. In Bangladesh,
Mazumder and Wencong (2013) asserted that joining microcredit helped microcredit recipients residents of
six villages of three unions of Gangachhara Upazila of Rangpur district under the RDRS commanding area
in the northwest region of Bangladesh, to increase their assets namely furniture, farm implements, poultry,
livestock and electrical goods. Additionally, the research of Kuhinur and Rokonuzzaman (2009) conducted
in twenty centers of Jaforgonj north of Debidwar branch under Comilla district proved that rural women
were able to improve their farm and household assets after joining Grameen microcredit program. They
compared the score of farm and household assets before and after microcredit and found out that microcredit
impact on asset acquisition was highly significant with t- value (3.67).
In Ghana, Attefah et al. (2014) argued that microcredit contributed to increase acquisition of assets
by small business owners in Kumasi and Ashanti Region of Ghana. Before access to microcredit the
majority of respondents (75 percent) indicated that their assets growth was low while after microcredit most
of them (72 percent) indicated that their asset growth was high. This is consistent with the findings of
Alhassan and Akudugu (2012) that women beneficiaries of microcredit in Temale Metropolis have been able
to purchase assets (household utensils, sewing machines, cloths and jewellery amongst others) that they
could not afford before accessing to microcredit.
Another study conducted in Albania indicated that there was a statistical significant difference in the
capacity of acquiring enterprise assets between treatment and control group (Loca & Kola, 2013) . “Small
accessories” were acquired by 23.18 percent of respondents in the treatment group vs 22.86 percent of
respondents in the control group, “major tools” were acquired by 22.35 percent of respondents in the
treatment group vs 5.71 percent in the control group and “means of transportations” have been brought by
15.29 percent respondents in the treatment group vs. 5.71 percent of respondents in the control group.
Even though female and male respondents have been able to acquire new assets after microcredit, a
gender analysis of table 5 shows that spending choices on assets tend are more related to their roles and
responsibilities. For instance, the percentage of females is higher for the acquisition of minor household
assets (25.1 percent of female respondents vs 19.1 percent of male respondents) land and livestock (16.6
percent of female respondents vs 12.8 percent of male respondents) while the percentage of males is higher
for the acquisition and renewal of houses(25.5 percent of male respondents vs 20.4 percent of female
respondents) and acquisition of transport assets(17.1 percent of male respondents vs 10.4 percent of female
respondents). On one hand, this is difference in asset ownership originates from the fact that women are
much more concerned by the welfare of the family than men. If women’s income increases, they first spend
on practical needs, especially food, cloth, health care and children’s education. They opt to address their
strategic needs including physical assets when all these basic necessities have been satisfied. On the other
hand, men are more likely to spend their income on productive purposes such as transport assets used in
their businesses activities. There is also an issue of culture that considers a real man as the one who is able to
provide a decent shelter to his family. This explains the reason why men’s priority is on building or
renewing their residences when their income increases. This was also confirmed by the findings of
Khandker (1998) who said that microcredit given to women contributes to increased household consumption
twice as greater as microcredit given to men and to improved children’s welfare much more than men’s
borrowing. Their findings also revealed that microcredit given to men contribute much more on household
net worth than microcredit given to women and that is why men invest more in physical capital than women.
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This gender difference in asset creation was also supported by Chowdhury and Mukhopadhaya
(2014) who indicated that for expensive assets, women’s asset creation was comparatively less than men’s.
Their results show that women’s ability to buy houses was 0.64 while men’s ability was 0.65. Contrary to
our findings, (Chowdhury and Mukhopadhaya, 2014) found out that women were less able to buy new land
from the profit of microcredit ( values were 0.867 for men and 0.859 for women) as land is considered as the
most expensive asset in agricultural based economies. However, our study established that female
respondents put more efforts in buying new lands due to the general problem of land scarcity in the country.
One woman, member of Duterimbere in Kayonza sub-branch indicated that the major benefit she got from
Duterimbere microcredit was the purchase of new lands. When she got married, her husband has a small
piece of land inherited from his father. As that land was not sufficient to produce for their subsistence they
were used to lend lands from their neighbors. When the lady started to get profit from her business financed
by Duterimbere Microcredit, her first concern was to purchase new lands. At the time of our interviews, the
lady said that she was able to purchase 10 hectares of land only after 4 years of membership in Duterimbere
MFI. Other female respondents prefer buying land for the purpose of obtaining an asset that can help them
to upgrade from group lending to individual lending approach or for the purpose of saving as the value of
land is increasing on daily basis in the Rwandan society.
4.5 Loan related benefits within and beyond the family of the borrowers
For a deeper insight on the loan related benefits beyond quantifiable aspect, this research designed
open questions to collect the views of respondents on the direct and indirect impacts of the loan in the family
of the borrowers as well as to their relatives and neighbors. The most and common benefits reported by
female respondents were better education for their children, better clothing and nutrition within their
household, and increased social contributions.
Concerning better education of their children, many female respondents indicated that their children
are studying in better schools from primary to university levels. For example, one female member of
Duterimbere in Musanze branch said that she was able to pay the school fees for two kids at the university
level as private candidates. Another woman of Muhanga branch reported that they are paying for their
daughter’s university in India from the profit of microcredit investment activity. Better education was not
only limited to their children but also to other family members. A women who do small business of selling
vegetables in the local market of Shyogwe in Muhanga District said that she was able to pay for her
husband’s school fees at the university and the school fees for the children in private primary schools.
Other female borrowers reported that they were able to provide for better food and balanced nutrition
for their household on daily basis and better clothing for themselves and children. One woman from Kinigi
in Musanze branch said that from when she is member of Duterimbere MFI, her husband is no longer
responsible for family clothing. She said “I can now buy my own Kitenge without asking any support from
my husband”. Kitenge is a formal wear for women in Rwanda, particularly those living in rural areas. As
Kitenge is costly (the best quality costs more than 15,000 Rwf in 3 pieces of 2 meters per each), in most
cases its purchase is under the responsibility of husbands as the major income earners within the family.
This means that it is a pride for a woman to buy that expensive cloth from her own income.
It was also commonly reported by female respondents that they were able to increase their
contributions to social events such as marriage, death and birth ceremonies. One female from Rubavu
branch mentioned that when a neighbor gives birth, she can’t visit her empty handed as it was before
microcredit. Sometimes, she goes with one kg of sugar, soap or any other thing depending on situation.
Another woman, member of Duterimbere MFI in Kigali branch said that when a woman has access to
income, she feels more confident amongst her peers due to increased participation in social events. It is a
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shame for a woman to ask her husband the money to satisfy family needs and contribute to social events if
she doesn’t have her own income. In conformity with these findings, Teng et al.(2011) mentioned that
micro-credit do not only help women to increase their household’s income, assets and job opportunities but
also empower them to participate more in social activities through financial contributions, provide for
educational opportunities of their children and other household members and promote the welfare of their
families.
The majority of male respondents reported that they were able to create job for themselves and other
family members, strengthen and diversify their business activities, increase their contribution to family
needs and social activities. A 30 years young man of Muhanga branch said that Duterimbere MFI helped
him to do the business of taxi using his own motorcycle.
“I’m a motorcycle driver by profession. Before joining Duterimbere MFI, I was worried on how I can get my
own motorcycle because I was used to do taxi with rented motorcycles. I was lucky to meet my colleague
who informed me about the possibility of leasing contract that can allow me to get my own motorcycle upon
the deposit of 20% of the value of the motorcycle. From when, I got my own motorcycle for my business of
taxi, I benefited a lot. After finishing the repayment, I was able to buy another motorcycle for the same
business of taxi. I was able to upgrade my driving license to the category B of driving 5 seats vehicles. I was
able to renew the house of my parents and start the building activities of my own house. I was able to
prepare and pay the cost of my wedding ceremony including the dowry. In the nearest future, I plan to get a
new leasing loan for a car and change my profession from motorcycle to taxi-vehicle”.
Another man of 40 years old, member of Kinigi sub-branch of Musanze branch, said that he
benefited a lot from Duterimbere microcredit. To mention just few, he said that he was able to expand his
business from a small restaurant to a bigger one, he started a new business of food store for his wife, he has
been able to cover the medical cost for his wife in a private hospital in Kigali, he was able to build a modern
house for his family and another house at the center of Kinigi for his business, his children are studying in
private schools and the overall welfare of his family has been increased. The man said that he is thankful to
Duterimbere MFI for better services and that he is planning to write a poem in order to create the awareness
of the public about the importance of Duterimbere MFI in empowering and promoting the poor without
discrimination.
Social benefits were also mentioned by the male members of Duterimbere MFIs. Some men who
were able to buy vehicles and motorcycles either from the income of microcredit or directly from the loan
received testified that they offer free transport services to their neighbors who are in situation of
emergencies such as sickness and burial ceremonies. Other men said that their financial contribution to
social events and extended family needs have been increased. There are men who were able to pay
secondary and university school fees for their brothers and sisters, others have been able to increase the
support given to their parents and pay the annual contribution of the health insurance for the whole family
when it was not possible before accessing microcredit.
4. Conclusion
From the findings of this study, it can be concluded that access to microcredit contributes to the increase in
the volume of the business activities, to the monthly income gained by the respondents and to the monthly
salary paid to the employees. These findings also show that there was no gender difference in the positive
impact of microcredit as both female and male respondents have been able to benefit from the increased
proceeds of microcredit. However, the findings also revealed that the spending patterns of female and male
respondents are more oriented by their gender roles. Women’s priorities are to provide for better food,
education of the children, better health and other welfare related needs for the whole the family. Men’s
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priorities are related to physical assets that are used to enhance their productivity and other expensive assets
considered to be the responsibility of a real man in the Rwandan society.
5. Policy recommendations
Due to the importance of micro-credit in promoting the economic capacity of poor entrepreneurs and
women in particular, and its contribution to poverty reduction in general, Policy makers must design
strategies and policies to support Microfinance Initiatives for promoting easy access to financial services by
poor entrepreneurs who don’t have enough capital and appropriate assets to offer as collateral. A particular
focus should be put on the strategies that enhance access to financial services by poor women, as a group
that has more challenges due to cultures and social norms that discriminated them from access to productive
resources.
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