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Introduction  
 

Political, economic and social context 
 

During 2007 post-election violence Kisii was one of the only peaceful areas in the 

country. On this occasion it encountered a high level of immigration, which boosted the 

economy and growth of Kisii town and increased its ethnical diversity –notably with the 

arrival of some Luos from Kisumu area. 

 

Historical background and methodology of Wakenya Pamoja 

SACCO microfinance department 
 

Wakenya Pamoja Savings and Credit Cooperative created a microfinance department 

(MFD) in 2006, in partnership with CIDR (Centre International de Développement et de 

Recherche). The MFD hence forms part of a for-profit cooperative. It offers credit and 

savings products to rural people involved in income generating activities.  

 

The introduction of a microfinance department in the activities of WPS had an aim to 

uplift the SACCO on the one hand, and to promote financial inclusion in its area of 

operations on the other hand. After three years of existence the department clearly 

appears as a success story. The MFD has reached financial sustainability last year and 

strongly contributes to the SACCO’s overall financial performance.  

By conducting an SPI audit of the MFD in collaboration with its team, CIDR had a wish to 

highlight the social added value of a financially successful new method. 

The partnership agreement between WPS and CIDR will end in June 2011. 

 

Methodology of the SPI audit 
 

The Social Performance Indicators assessment was conducted between December, 6th 

and December 16th, 2010 by an external auditor mandated by CIDR. The methodology 

chosen was the participatory approach. 

Several staff members of WPS were involved in the various steps of the survey: 

_Mr Richard MARANGA, Chief Executive Officer of the SACCO; 

_Mr Amos BOSIRE OGAMBA, Manager of the MFD; 

_Mr Gedion NYAMWANGE OYUMA, Deputy General Manager Operations of the SACCO; 

_Mr Ronald Masanya, Microfinance Internal Controller; 

_Mr Charles Mose, Microfinance Supervisor at Ogembo and Nyamarambe branches; 

_Ms Naomi Osiemo, Microfinance Agent. 
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The participatory approach was chosen in order to favour discussion and questioning on 

each aspect; to cross-check information collected and to familiarize the team of the MFD 

with the SPI tool, with the rationale that it could be used in the future for internal social 

audit.  

 

The first day the external auditor presented the tool to the Board gathered for a meeting, 

and to Amos BOSIRE and Ronald Masanya with the objective to work out an action plan 

for the next days. Focus groups and interviews were prepared. The second day the 

whole questionnaire was discussed and filled a first time with Amos BOSIRE, Richard 

MARANGA and Gedion NYAMWANGE OYUMA.  

 

The following days were dedicated to field surveys. Two focus groups of approximately 

ten agents lasting two hours each were held at Ogembo branch and Kebirigo branch. 

Five focus groups were organized with groups of on average twenty present borrowers. 

This part of the audit was organized and carried out by the external auditor, Ronald 

Masanya, Charles Mose and Naomi Osiemo. Ronald and Charles didn’t participate to 

focus groups of staff and clients in order to favor free and open debate with participants. 

Naomi participated in the interviews as a translator. She was involved in the debates 

and committed to understand the questionnaire’s logic in deep, with a perspective to 

possibly get involved in a future SPI audit. She was selected for this task as a relatively 

new agent who bore no risk of being known by clients involved in focus groups. She was 

also interviewed individually concerning a selection of subjects of the questionnaire. 

 

Information collected was cross-checked and enriched regularly through informal and 

formal meetings with the MFD manager, supervisors and one of the internal controllers. 

Formal meetings were held with Gedion NYAMWANGE OYUMA (Deputy General 

Manager Operations), Evans NDEMO OSIEMO (Assistant operations manager), John Paul 

TIENG (Cooperative Bank of Kenya, Branch Manager, Kisii Branch), Anyumba THOMAS 

(Cooperative Bank of Kenya, Business Development Officer, Kisii Branch) and Paul 

PICOT (CIDR East Africa Regional Coordinator).  

 

The results of the SPI audit and a draft of the report were presented to Richard 

MARANGA and Amos BOSIRE the last day. All salient points were discussed and 

commented. The draft conclusions drawn by the SPI audit on the MFD’s social assets, 

drawbacks and opportunities for the future were close to their personal views. 
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Results of the Social Performance Indicators audit 
 

Social mission of Wakenya Pamoja SACCO Microfinance 

department   
 

The social performance management of an institution has to be analyzed in the scope of 

the mission it gives itself. Indeed social performance is defined by the Social 

Performance Task Force (SPTF)1 as “the effective translation of an institution's social 

mission into practice in line with accepted social values that relate to serving larger 

numbers of poor and excluded people; improving the quality and appropriateness of 

financial services; creating benefits for clients; and improving social responsibility of an 

MFI.”  

 

The SPI audit tool aims at verifying the extent to which each microfinance service 

provider “translate[s] mission and values into clear, measurable objectives”2, systems 

and processes, tracks the progress of social achievements and “make[s] decisions on the 

basis of both social and financial outcome”.    

 

The Microfinance department of WPS, by lending very little amounts mainly in under-

served areas, follows the mission "to mobilize financial resources and increase 

access to financial services for improvement and strengthening of the well-being 

of stakeholders". 

 

Below are detailed how the management of the SACCO and MFD3 sees each dimension of 

the SPI and the level of priority it attributes to them.  

 

Targeting and outreach: Major objective (****) 

The target clients are the rural people -lower middle-class- involved in income 

generating activities. The MFD has a vision to target the youth. 

 

Adaptation of services: Major objective (****) 

Products are designed after finding about clients needs. They are developed and pilot-

tested before launching. If unfit they are abandoned or modified. 

 

Benefits for clients: Important objective (***) 

The MFD offers trainings to clients on financial management of business and loan and on 

group governance. It trains all group members -even those not applying for a loan. The 

improvement of skills is expected to improve standards of living. 

 

Social responsibility: Important objective (***) 

                                                           
1
 http://sptf.info/page/social-performance 

2
 See the manual of the SPI 3.2.2 questionnaire, available on Cerise website, http://www.cerise-

microfinance.org/spip.php?page=article&id_article=263 
3
 Richard MARANGA and Amos BOSIRE respectively 

http://sptf.info/page/social-performance
http://www.cerise-microfinance.org/spip.php?page=article&id_article=263
http://www.cerise-microfinance.org/spip.php?page=article&id_article=263
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The MFD makes sure its products don't harm users and conserve the environment. 

Clients are trained not to invest in risky businesses. Transparency and integrity are part 

of the core values of the MFD. 

 

 

Synthesis of the results obtained 
 

Figure 1: Social performance indicators results by dimension

 

 

Table 1: Social performance indicators results by dimension  

Dimension  Score 
obtained 

Maximum 
score 

Percentage Level of 
priority to 
the 
department 

Targeting the 
poor and 
excluded 

17 25 68% Major 
objective 

Adaptation of 
services 

15 25 60% Major 
objective 

Benefits for 
clients 

18 25 72% Important 
objective 

Social 
responsibility 

15 25 60% Important 
objective 

TOTAL 65 100 65%  
 

The results obtained show that the actions taken by the MFD concerning each dimension 

are in adequacy with the objectives stated.  

0%

50%

100%

Targeting the poor 
and excluded

Adaptation of 
services

Benefits for clients

Social responsibility
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In managing social performance, WPS’ MFD has put into practice the idea of a tight link 

between social performance and financial performance. It has managed to become 

operationally self-sufficient after three years of operations, despite its strategy to offer 

small loan amounts in rural areas.  

 

Indeed, the MFD’s close relationship to clients seems to be its main social performance 

management asset. The relatively high score obtained could easily be increased if the 

MFD accounted for its social input and outcome more formally. This SPI audit report is a 

first step to this process. 

 

Figure 2: Social performance indicators results by criteria

 

 

 

 

 

 

 

 

 

  

0%

20%

40%

60%

80%

100%
Geographic Targeting

Individual targeting

Pro-poor methodology

Range of traditional 
services

Quality of services

Innovative and non 
financial services

Economic benefits

Client participation

Empowerment

SR towards staff

SR towards clients

RS towards comunity and 
environment



8 
 

Results by dimension 
 

 Dimension 1: Targeting and outreach 

 

Rationale of Dimension 14: 

Microfinance was developed to serve populations excluded from the conventional 

financial sector. MFIs may aim to reach socially excluded populations, the poor, persons 

rejected by banks (but who are not necessarily poor or socially excluded), or simply to 

offer financial services in unbanked regions. Dimension 1 examines the MFI's strategy 

for targeting and outreach and the systems in place to make sure the strategy is 

working. 

Criteria 1, “Geographic targeting”, evaluates whether the MFI provides services in poor 
or isolated areas, or in areas where no other formal financial services are available. 
Criteria 2, “Individual targeting”, evaluates whether the MFI selects and/or screens out 
clients based on poverty level or exclusion. Criteria 3, “Pro-poor methodology”, 
examines the specific design of services that target the poor or excluded, including 
forms of guarantee and loans and deposits size. 

 

 

 

Figure 3: Dimension 1: Targeting and outreach

 

 

                                                           
4
 The rationale of each dimension is extracted from the SPI 3.2.2 questionnaire, available on Cerise 

website, http://www.cerise-microfinance.org/spip.php?page=article&id_article=263 
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Table 2: Results obtained concerning targeting and outreach of the poor and 

excluded 

Criteria Score obtained Maximum score Percentage 
Geographic 
targeting 

5 9 56% 

Individual targeting 7 10 70% 
Pro-poor 
methodology 

5 9 56% 

TOTAL Dimension 1 17 25 68% 
 

The MFD lends almost exclusively to poor people living in rural areas.  

To ensure its entering clients are poor, it doesn’t need to select applications according to 

an estimate of poverty level (Criteria 2 - Individual targeting, 1.6): the product it offers is 

designed specifically enough to act as a tool targeting the poor (Criteria 3 – Pro-poor 

methodology). Therefore the MFD has a moderate higher score at criteria 3 than at 

criteria 2.  

The amounts lent to new clients are very low, ranging between 37 dollars and 93 dollars 

–Ksh 3,000 to Ksh 7,500- when Kenya Women Finance Trust, the main competitor, lends 

at least 124 dollars –Ksh 10,000- as a first loan. 67.1% of active borrowers –entering 

clients or not- are currently repaying a loan under 30% of Gross National Income per 

capita (1.14). Only the poor or very poor are interested in such small amounts, as they fit 

the size of their needs and help them avoid over weighted instalments. Indeed the 

minimum instalment amount of 4.9 dollars per month -Ksh 393 (1.15).  

Loans are guaranteed socially through joint liability, which allows people to borrow 

without registering collateral with the MFD (1.12). This method of providing unsecured 

loans is very relevant in Kisii area where a high number of active self help groups pre-

exist. Cash collateral of 15% of the loan amount is also demanded, and refunded after 

repayment. Therefore the minimum balance of savings is relatively high –Ksh 1,000, 

more than 1% of the GNI per capita (1.16).   

The MFD has a strategy to operate mainly in rural areas5 (Criteria 1 – Geographic 

targeting). Therefore rurally-based clients make for approximately 70% of the total, 

when 30% live in semi-urban areas6 (1.4). The MFD avoids urban areas7 totally.  

Rural areas are not targeted by the MFD because they are poor or excluded. They are 

favoured because they were originally underserved by financial institutions. Indeed the 

MFD’s target to serve rural areas in priority promotes financial inclusion in a critical 

                                                           
5
 Defined by the management as areas where most people live in farms, without access to financial 

services and electricity and with poor road network. 
6
 Defined by the management as the poorer parts of urban areas and areas with poor facilities and 

electrification. 
7
 Defined by the management as areas with satisfactory infrastructure and facilities 
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way: 22 out of the 34 branches or paying points are located in areas with no service 

point from any other MFI8 (1.5).   

Also, the MFD doesn’t formally assess the poverty level of its areas of operations 

(1.1/1.3) as they are considered to be obviously poor, be it by the management and 

employees of the MFD or by everybody in the area (1.2).  

However the level of income of entering clients is assessed, just before application. It is 

benchmarked to a poverty line of 50 dollars per month –Ksh 4000-(1.8). Applicants 

ranging between 50 dollars and 124 dollars per month –Ksh 10,000- are considered 

“middle”; those above 124 dollars per month are considered “rich”. According to the 

management of the MFD and the SACCO, 80% of new clients are in the “poor” category 

and most of the others are “middle”. Therefore probably almost all entering clients are 

below the international poverty line of 75 dollars per month9 (1.9).  

The changes in the poverty level of existing clients are tracked by agents during “mid-

loan analysis” (1.8). At the middle of the loan repayment period, e.g. after 3 to 6 months, 

a brief qualitative assessment of the economic “impact” of the loan for is implemented 

and reported on during the bi-weekly branch meeting of the staff. The agents also check 

on the use and benefits of loans through regular meetings with clients. Indeed they 

assist to at least one meeting of each group every two months. They also visit clients 

informally in their place of work, most often at their stand on market day. 

The MFD has a policy to serve a majority of women clients (1.10). Although they are 

socially marginalized (1.11)–they cannot own land for instance, they are known to be 

good investors and careful budget managers. Only groups with at least 70% of women 

members are eligible for a loan, and only women leaders10 are allowed. As a 

consequence the MFD has 81.1% of female clients. In the Kisii area, women are poorer 

than men and weaker economically. Indeed they don’t own land, and the income from 

agriculture is not shared equally between men and women. 

The MFD has an aim to expand geographically which will lead it to serve new ethnical 

groups (1.11). In this perspective the SACCO recently changed its name from Gusii 

SACCO, meaning Kisii SACCO, to Wakenya Pamoja SACCO, meaning Kenyans together 

SACCO. It opened a branch outside Kisii land last year in Oyugis, a majorly Luo area.  

Besides, the MFD is currently developing with Pamiga a strategy to serve an increasing 

number of youngsters –below 25.  

 

 

  

                                                           
8
 Though most of the areas are served sporadically or partially by other institutions 

9
 2.5 dollars per day -revised by the World Bank in 2008. 

10
 Chairperson, secretary and treasurer.  
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Dimension 2: Products and services 

 

Rationale of Dimension 21: 
 
Microfinance has the potential to bring financial services to the poor and excluded. But it 
is not enough to decide to target a population; products and services must be adapted to 
their needs. Microfinance services are too often standardized: small loans, monthly 
repayments, solidarity group guarantees. Providing high-quality services that are well-
adapted to clients —i.e. suitable to the local context, diversified, efficient and 
transparent— requires innovative rollout techniques and a proactive strategy 
combining access to financial and non-financial services.  
  
MFIs need to know their target population to design suitable financial services. 
Dimension 2 focuses on characteristics of products and services, the design process, but 
also the MFI’s knowledge of clients’ needs. The indicators are simple and standardized, 
hence may not ac-count for the specific quality standards used in different MFIs. A more 
in-depth analysis of an MFI’s internal process to adapt services and limit client drop-out 
can be conducted through internal discussions with staff or an external audit.  
The maximum total score for dimension 2 is 25 points. 
Dimension 1 examines the MFI's strategy for targeting and out-reach and the systems in 
place to make sure the strategy is working. 
 
Criteria 1, “Range of traditional services”, evaluates the diversity of the traditional 
services (savings and loans) offered by the MFI. From the client perspective, product 
diversity is fundamental. Diversity implies a variety of terms and conditions adapted to 
different financial needs. This criterion assesses the range of products offered by the 
MFI. An MFI with both savings and credit services will receive a higher score than one 
with only credit. This said, when interpreting the results of this criteria, one must 
consider elements that limit the MFI’s capacity to diversify, noted in the first part of the 
questionnaire. These may be legal (a ban on savings mobilization, for instance) or 
financial (an MFI may decide to offer a limited range of products to stay cost efficient). A 
young MFI operating in a restrictive regulatory environment will necessarily receive a 
lower score, which is why results analysis by peer groups is useful. 
Please note, the questionnaire is also designed to gather information on services that are 
not offered directly by the MFI, but that the MFI seeks to facilitate for its clients. The 
intent is to recognize efforts to partner with other organizations so clients can access 
services the MFI cannot provide itself.  Example: Promujer in Bolivia, an un-regulated 
MFI, proposes opportunities for savings to its clients thanks to a partnership with FIE, a 
regulated non bank financial institution. 
 
Criteria 2, “Quality of services”, evaluates quality through objective and verifiable 
proxies. Quality of services is an important part of performance, but difficult to measure 
objectively. The SPI methodology prioritizes concrete and verifiable indicators. 
Therefore, it is critical to be specific and complete when filling out the questionnaire, 
and to complement data collection with staff discussions to nuance findings. 
Criteria 3, “Innovative and non-financial services”, evaluates the MFI’s efforts to adopt 
innovative approaches and adapt its services to a wide range of client needs. MFIs have 
long been encouraged to focus exclusively on savings and credit. However, several 
studies show that offering complementary non-financial services can enhance the 
impact of financial services. It is not necessary for the MFI to pro-vide the innovative or 
non-financial services directly. They can be offered through another organization, in 
partnership with the MFI. 
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Figure 3: Dimension 2: Products and services

 

Table 2: Dimension 2: Products and services  

Criteria Score obtained Maximum score Percentage 
Range of 
traditional services 

3 7 43% 

Quality of services 7 9 78% 
Innovative and 
non-financial 
services 

5 9 56% 

TOTAL Dimension 
2 

15 25 60% 

 

The MFD is only four years old, and it has managed to become financially self-sufficient 

after three years. For a while it had to narrow down to one productive loan product and 

one type of savings account –plus educational savings through the rest of the SACCO 

(Criteria 1 – Range of traditional services). However new products are currently being 

designed and piloted.  

The current loan product was designed to fit precisely –and only- the productive needs 

of poor clients involved in small scale business and small scale farming (2.4). It was 

tailored after a one month market study conducted in partnership with CIDR. Small 

scale businesses financed are mainly petty trade of cereals, vegetables, fish and 

household items. Small scale farming mostly involves vegetables, dairy products and 

poultry and eggs. Both provide regular income which is compatible with the monthly 

instalments demanded by the MFD. Contrary to long term crops for instance, they 

generate income soon after investment, which in most cases allows to start repaying one 
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month after disbursement11. Four repayment periods are available -3, 6, 9 and 12 

months- to adapt to the flow of income keyed to each type of investment and activity. At 

the end of each cycle the maximum loan amounts allowed by the MFD can increase, if 

clients have met a range of requirements like having deposited significant voluntary 

savings and having repaid late less than twice.  

The first amount disbursed being too small to invest in large scale activities, diversion of 

money from small scale low risk activities is unlikely. Most households in the area grow 

tea and maize, some grow groundnuts, beans and/or sugarcane. These latter crops are 

cultivated at a too large scale to be fully financed by the MFD. They are also riskier 

because most of them provide irregular income and depend on weather conditions and 

pest control. A share of the loan amount can be allocated to boost them, but in most of 

the cases it is marginal enough not to jeopardize repayment. Some diversion to 

consumption or to complete another small loan is also possible.  

Risks of diversion are taken care of through a close relationship between agents and 

clients, involving advice and continuous training.  

The main drawback of the MFD’s loan product -identified by a sample of clients during 

biannual market study workshops (2.11) - is a low maximum loan amount of 740 dollars 

–Ksh 60,000. According to a sample of agents interviewed in focus groups12, 10% of 

their clients have graduated to the last cycle –cycle 8- and are compelled to renew it 

continuously, when they would wish to borrow higher amounts.  

The MFD soon became aware of this drawback and kept increasing its maximum amount 

as its financial capacity grew. It has also designed a new Equipment loan reserved for 

good and old clients, which is currently under pilot. Its minimum amount would range 

between 1,235 dollars and 2,470 dollars –Ksh 100,000 to Ksh 200,000- to buy all types 

of equipment aimed at financing an income generating activity.  

 Feedback from clients 

Clients interviewed during the survey13 were very eager to access higher loan 

amounts, and found the Equipment loan currently piloted very relevant. Here is 

an example. 

In Merry travellers Self help group many members trade vegetables, including 

plantain which proliferates in the Kisii area. There, they are close to a second 

staple food –after maize. They are also successful, but more seldom, in the region 

of Nairobi.   

Attracted by the very high prices they could get if they travelled to the capital 

city, some men and women of the group would like to get an Equipment loan to 

buy a lorry. As acquiring it and gathering enough banana stems to justify the 

                                                           
11

 During focus groups of clients some claimed that businesses like long distance trade require more 
than one month to start generating enough profit to cover repayment costs. A group explained it 
never invested the amount of the first installment and saved it for repayment.  
12

 Two focus groups of 8 agents each. 
13

 5 groups of on average 15 people, interviewed without any known staff member of the MFD 
present. 
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travel would take a little while, the grace period of two months involved with 

this new product sounds very relevant to them. 

The savings account available is automatically subscribed by any group with members 

borrowing with the MFD, and can only be opened for loan applicants (2.6). It involves 

compulsory savings through the amount of the cash collateral, and possible voluntary 

savings. Voluntary savings are highly encouraged by the MFD, as a client who doesn’t 

save at least 10% of the loan amount on top of cash collateral cannot enjoy increment of 

of his/her next loan.  

An Educational savings account available with the SACCO is accessible to MFD clients 

(2.7). The account is operated by parents or tutors and the savings can be withdrawn 

when the beneficiary child joins each step of school education.  

 Feedback from clients 

The clients interviewed13 are heterogeneous on the part of their main motivation 

to save –to meet future needs or to increase their loan amount. However all of 

them claim that being able to deal with future expenses has a significant weight 

on their decision.  

Educational savings accounts seem to match clients’ needs relevantly. However 

none of the group members interviewed was aware of its existence. This is 

illustrated in the following example. 

The Willpower-through-generations women group was introduced to us as the 

best group in their agent’s area. Though very poor before they joined the MFD, 

most members spoke good English, because their parents had struggled to send 

them to Secondary school. Without a need for translation to Gusii -their mother 

tongue- we asked them about the additional services they would possibly need. 

They requested for the creation of an Educational savings account, as they don’t 

want to avoid using part of their business loan for school fees. We gave them 

good news: the Educational savings account exists already.  

A Contractual savings account is currently under pilot, with around 10% of the clients 

using it. It will be generalized soon, as a consequence of its success. Contractual savings 

accounts are individual accounts, which is attractive to clients as the mainstream group 

savings account is prone to fraud from the group leader dealing with transactions. The 

contract between the MFD and clients requires a total savings amount of at least 10% of 

the loan during the period of loan repayment; interest is granted if the client doesn't 

withdraw before expiry of the contractual period; increment of the next loan amount is 

granted if the agreed savings amount is respected and if the client doesn't withdraw 

during the repayment period.  

One of the main assets of the MFD is customer care and non-financial services. Mobile 

units (2.15), regular trainings to clients (2.18) and frequent visits of agents are at the 

core of the department’s social management strategy. Beyond social performance, this 

high proximity to costumers acts as a very efficient way to reduce risks, be it on the part 

of repayment or on the part of marketing strategy. For this very reason, the MFD seems 
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to be an example of the capacity to have social and financial performance reciprocally 

stimulated.  

Each agent is affiliated to a different area where he/she stays, works and operates a 

mobile unit on monthly basis. Hence all clients have access to mobile banking, which 

almost all of them use for all transactions except refund of cash collateral (2.15). Those 

not using mobile units exclusively are people living very near to a branch or/and groups 

depositing savings more than every month. Transportation cost to mobile units is rather 

low: from nothing –some clients can walk to reach it- to a maximum of 2.5 dollars per 

visit –Ksh 200. Branches are also very highly decentralized, with a ratio of 0.17 (2.8). 

This proximity to all clients regardless of their place of living results in a high quality of 

services. For instance it takes exactly 7 days to disburse a fist loan to all new clients 

regardless of their place of living14 (2.9).  

 Feedback from clients 

Thanks to a bunch of teenagers who helped us out of the wholes of mud dotting 

the cambered slippery road, we could make it to the place of living of the Sun 

behind the rain group. On our arrival, the twelve women and three men 

welcomed us in the front of a shop owned by one of the members.  

“How far is the nearest paying point?” we asked. “How much does it cost you to 

reach it?” They can actually walk there. One leader goes to the branch once every 

nine month to have the cash collateral refunded. All other transactions are done 

through the mobile unit.  

Trainings are conducted regularly for all clients (2.18). Before the first loan application 

each applicant is trained on financial literacy –and retrained if needed, for instance in 

case of long-standing late repayment. The knowledge instilled is presented in the scope 

of group financial management, as loans are guaranteed by joint liability and financial 

records kept by groups. For the same reason, group governance trainings are conducted 

very regularly to all clients –before first loan and during mid-loan and end-loan 

analyses. The subjects dealt with are “Group well-being”, “Record keeping”, “collecting 

unpaid loans”, “responsibilities and qualities of leaders” and “writing a constitution”.  

Clients and agents all agree on the usefulness of group governance and financial literacy 

trainings, though no assessment of their adaptation to clients’ needs is done (2.19). 

Trainings of trainers are done through manuals -and formerly workshops- provided by 

Decentralized Financial Systems (DFS), an initiative of MicroSave-Africa to promote 

rural outreach of financial services. For the MFD the expertise of this external support is 

a factor of confidence in the trainings provided. No staff member interviewed had ever 

thought of assessing the relevance of their content.      

As a consequence of the close relationship to clients and qualitative customer care, the 

dropout rate of the institution is very low -6.1% (2.12). The few cases of voluntary 

dropout are systematically but informally investigated by the staff (2.13).  
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 Checked through a sample of approximately 80 clients. 
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 Feedback from agents 

Agents and supervisors seem to be well aware of the reasons for leaving. They 

are seldom keyed to client dissatisfaction, though sometimes due to multiple 

loaning.  

In frequent cases, clients drop out temporarily when they find themselves 

unable to unable to cope with a loan for a while.  Most of them leave their cash 

collateral in their savings account as they know they will use it again. 

Migration is another reason for dropout, as well as dismissal from the group 

after too many defaults. According to agents, few clients drop out to go to 

competition.  

On the other hand the effective interest rate per month is rather high -44.31%, just like 

the interest rate itself -24% (2.10). The important difference between EIR and interest 

rate -37.61%- aims at covering salary cost and also ensures self-sustainability of the 

MFD and growth of its liquid assets.  

The MFD offers two types of innovative financial services to clients. First each loan is 

keyed to compulsory life insurance, charged 1% of the loan amount per year (2.14). 

Hence in case of death of a client no repayment is demanded from guarantors. Second 

national and international money transfers services are available at branch level, by M-

Pesa from Safaricom and MoneyGram respectively (2.14). M-Pesa is extremely 

widespread in Kenya, with one stand or more in almost every market, even in the most 

remote areas. Therefore in the case of WPS, availing MoneyGram services is more 

critical than M-Pesa to promote financial inclusion. However, few clients interviewed 

were aware of the availability of international money transfers at branch offices and 

none of them had ever used them. 
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 Dimension 3: Benefits to clients 

 

Rationale of Dimension 31: 

MFIs need be sure clients reap benefits from their services. Economic benefits alone 
justify access to financial services, but MFIs may also seek to strengthen social networks, 
build client capacity or involve clients in governance. 
 
Criteria 1, “Economic benefits for clients”, evaluates the systems designed to promote 
and measure improvement in clients’ economic situation. An MFI may monitor economic 
changes to the household, reduce its operational costs, make sure its loan officers and 
staff focus on clients’ needs or share profits with clients. 
 
Criteria 2, “Client participation”, analyzes to what extent clients are involved in decision-
making (at the client level and institutional level). Microfinance is often associated with 
client participation. Many MFIs strive for proximity to clients and well-adapted products 
in view of engendering development. Internal actors often have (or are capable of 
having) a strategic vision on how credit can contribute to the evolution of the MFI and 
its operating environment; this vision is critical to institutional growth and 
sustainability.  
 
However, in practice, the degree and ways clients participate in governance varies 
considerably. Including clients (or staff) in governance takes time, learning, and 
sustained efforts to train and monitor. Errors are likely. Moreover, institutions must 
define governance structures in a way that limits risk of cooptation but includes 
marginalized groups. 
 
Sometimes, participation is impossible because the MFI is incapable of making the  
necessary investments in training and time, either due to financial constraints, 
geographical dispersion of clients, social conflicts or bad experiences with participation. 
 
Criteria 3, “Social capital/client empowerment”, assesses activities designed to build 
clients’ social capital, i.e., activities that rein-force social ties and client capacities, such 
as group formation, collective action, working together to reach common goals, fostering 
links with other development programs and facilitating access to previously inaccessible 
services. Stronger social ties can create new opportunities for clients, greater mutual 
protection against economic and social hardship, and improved ability to cope with 
crisis. This is turn can reduce vulnerability of individuals and groups. 
The indicators in this section measure trust and solidarity between clients and the 
institution. They also evaluate the MFI’s efforts to mobilize clients, help them make their 
voices heard (within the institution, the community, local and national governments) 
and encourage them to take on responsibility. 
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Figure 4: Dimension 3: Social and economic benefits to clients

 

 
 
 

Table 3: Dimension 3: Social and economic benefits to clients  

Criteria Score obtained Maximum score Percentage 
Economic benefits 
for clients 

6 8 75% 

Client 
participation 

7 9 78% 

Social 
capital/client 
empowerment 

5 8 63% 

TOTAL Dimension 
3 

18 25 72% 

 

The economic benefit of services to clients is regularly assessed by agents, formally and 

informally. The quality of the information gathered is ensured and cross-checked 

through regular planned and unplanned visits to individuals and groups.  

Formal assessments of economic benefits are of two different types. Mid-loan analysis 

has a qualitative “impact” assessment part keyed to poverty alleviation (3.1); end-loan 

analysis and group loan scoring grade the level of savings of members, among other 

criteria. The content of mid-loan and end-loan analyses is reported on to supervisors 

and internal controllers and discussed during biweekly meetings. Agents’ performance 

appraisal and incentive scheme take into account the criteria keyed to economic welfare 

of their clients (3.3). Both assess portfolio quality and ability to attract clients from 

target market. The incentive scheme also rates other social aspects such as the quality of 

the social data gathered and the quality of interaction with clients. The volume of 

savings is also appraised. 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

Economic benefits to clients Client participation Social capital/client 
empowerment

Benefits to clients



19 
 

The above mentioned close relationship of agents with clients is clearly predefined in 

the manual of procedures and in the training of trainers manual supplied to agents. It is 

closely monitored and assessed by supervisors. Such careful follow-up helps prevent 

and correct possible negative economic and social effects of services provided (3.4). 

Indeed agents give advice to clients on business and group cohesiveness (3.14). For 

instance, clients are strongly advised to diversify economic activities in terms of risk and 

to avoid investing in uncertain businesses, as the loan product offered is not adapted to 

such investments. 

Proximity of staff and group cohesiveness also allow the MFD to reduce costs 

importantly without compromising quality (3.5). Indeed having agents posted in their 

area of operations reduces transportation costs. It also allows them to know local 

leaders and use them to enforce loan repayment in case of lateness or default. Group 

leaders take care of financial books concerning repayment and amounts saved.  

On top of reducing operating costs, such a strategy allows clients to critically influence 

decision-making at the client level (3.8/3.13). Loans are approved jointly by MFD and 

group co-guarantors, which reduces investigating costs drastically.  

Clients can get involved in the decision-making process at the management level of the 

SACCO (3.8/3.9) as most of them are members, which allows them to be elected as 

representatives. Members are represented in the SACCO's governance through elected 

Delegates (one for 1000 members) who in turn elect Management Committee members 

(or Board members). Management Committee members are elected for three-year terms 

and cannot serve for more than two consecutive terms (3.10). The terms of office of 

Delegates and Management Committee members are laid down in the Governance 

Manual and the Service Charter Manual of the SACCO.  

As explained below, the MFD provides regular group governance trainings and financial 

literacy trainings to all the clients, including elected representatives. Obviously the skills 

and empowerment deriving from them can be very useful to the Committee members 

coming from the MFD and they can help them in performing their role effectively (3.12). 

Four years after the launching of the MFD, no microfinance client has been elected in the 

Management Committee yet. Nevertheless, the system to allow them in and to make 

their participation effective is in place and applied by the current Delegates and 

Management Committee members (3.13). As explained below, participatory bodies are 

very effective at the client level. 

Those having more than 24.7 dollars of shares –Ksh 2000- are eligible to dividends, 

which makes for a very low percentage of them (3.6).  

The MFD promotes social capital and empowerment of clients (Criteria 3) through three 

main channels. The first one is a consequence of the above described relationship 

between staff members and clients. Through the advice given to clients on social and 

economic issues (3.14), the department helps them reduce their vulnerability to certain 

risks and goes beyond the basic financial mission of a microfinance service provider15. 

                                                           
15

 Although it also participates in the quality of the portfolio. 
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New staff members are trained on certain aspects of social performance management 

during initial training by the department’s management team and through training of 

trainers, concerning group governance and financial literacy –including prevention of 

over-indebtedness and transparent communication of prices and conditions (3.2). All 

clients are systematically informed about any change in the MFD’s policies (3.16). 

Changes are explained to them by agents during group meetings.  

 Feedback from clients 

Clients interviewed were aware of recent changes in the MFD, which concern 

products under pilot, rules dealing with the newly launched cash journal and 

reward scheme to the best groups. Nonetheless, all new policies mentioned to 

the auditor by agents and clients were keyed to subjects directly involving 

clients.  

Second, the MFD engages in women empowerment as its products are offered only to 

members of groups lead by women, with at least 70% of women (3.15).  

The third means of promotion is wider and more long run oriented (3.17). Indeed, WPS 

is the first SACCO having included a microfinance department in its activities. The CEO 

of the institution, Richard Maranga, participated in several national level conferences 

and television interviews concerning the innovation it represents. Promoting such a 

model actively and gaining the image of a pioneer organization could easily become a 

strategic objective of the MFD.  
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 Dimension 4: Social Responsibility 

 

Rationale of Dimension 41: 

 
There is a difference between social responsibility and social performance. The first 
term can refer to any sector (sectors without a social mission can be socially 
responsible) and involves limiting an activity’s negative impact on stakeholders 
(employees, clients, community) or the environment. The second refers specifically to 
the microfinance sector: its double bottom line and social mission to serve the excluded 
with well-adapted services that bring social and economic benefits. Social responsibility 
is often summarized by the expression “do no harm”, and social performance as “do 
good”. In this sense, social performance includes social responsibility. In the SPI, social 
responsibility refers to an MFI’s commitment to accountability and ensuring its 
activities do not have negative effects. Social responsibility extends to employees 
(decent work conditions, appropriate human resource policies), clients (consumer 
protection policies), the community and the environment (respect of local cultural-
socio-economic contexts, environmental protection policies). 
 
Criteria 1, “Social responsibility to employees”, evaluates the MFI’s working conditions. 
Human resources have often been slighted in microfinance, with emphasis on client 
services and cost-effectiveness instead. Employee commitment to serve the poor is 
expected to compensate for low salaries, despite high demands. This leads to 
dissatisfaction and high turnover when competition increases. Increasingly, human 
resources are recognized as a key element of social responsibility, essential to 
maintaining high-quality, well-trained and motivated employees. 
 
Criteria 2, “Social responsibility to employees”, evaluates six principles of consumer 
protection widely accepted in the microfinance sector: prevention of over-indebtedness, 
cost transparency, collection practices, employee conduct, grievance procedures and 
client confidentiality.  This section draws also on the work done by Beyond Codes and 
the Center for Financial Inclusion of Accion International, based on the document 
“Getting Started: Client Protection Questionnaire” (June 2009). 
 
Criteria 3, “Social responsibility to the community and environment”, evaluates the 
MFI’s actions in terms of local economic, social and cultural development as well as 
environmental protection. Microfinance relies on local social networks to create 
solidarity groups, foster trust and gather client information. Preserving social cohesion 
is not only ethical, it is essential for sustainability. Nonetheless, there is debate 
regarding the extent to which MFIs should get involved in communities where they 
operate. What is the boundary between respecting local culture and encouraging values 
of transparency, democracy, equality? What is the MFI’s role in disseminating these 
values, or investing in public goods? This criterion recognizes institutions’ efforts to be 
proactive in their community. 
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Figure 5: Dimension 4: Social responsibility

 

 
Table 4: Dimension 4: Social responsibility  

Criteria  Score obtained Maximum score Percentage 
Social responsibility 
to employees 

6 9 67% 

Social responsibility 
to clients 

7 9 78% 

Social responsibility 
to the community 
and environment 

2 7 29% 

TOTAL Dimension 4 15 25 60% 
 
Human resources of the MFD and of the SACCO as a whole are jointly taken care of by 

the Human Resource Department of the SACCO. WPS MFD provides to its staff 

“responsible” working conditions, right and obligations and insurance and retirement 

schemes (Criteria 1).  

 

Most MFD employees originally worked at the SACCO. In fact moving from another 

department of the SACCO to a comparable position in the MFD is widely considered as 

an improvement in position level. The minimum salary of an MFD staff member is 

101.35 dollars -Ksh 8164, which is higher than for the rest of the SACCO. Indeed MFD 

agents start from “job group” 9 in the salary scale, when in the SACCO the lowest grade 

is “job group” 6. The salary scale is displayed to all staff members and follows clear and 

systematic criteria (4.1).  

 

The microfinance department offers lower wages than competition for equivalent 

position and employee profile (4.1). This is mainly due to the sharing of costs with the 

rest of the SACCO which is financially weaker than the MFD alone. Through incentive, an 

agent can increase its fixed salary by maximum 17%. Internal increase in position level 
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is decided by the departments` manager and agents supervisors based on the appraisal 

and incentive scheme.  

 

After a 6 month period of approbation all employees are permanently hired. Currently 

100% of the 53 staff members of the MFD enjoy a long-term contract (4.2). To the latter 

contract is attached policy pension contribution and health insurance under the 

conditions defined by provincial law (4.5). Staff turnover rate is 7.5% -two people 

resigned and two were dismissed (4.7). According to the staff members interviewed, the 

two agents who resigned involved low salary in their reasons for leaving. Employee 

satisfaction is neither monitored by the MFD nor by the whole SACCO.    

 

In compliance with the Nyanza provincial law, equal pay for male and female is included 

in the human resource policy (4.6). According to the female MFD agents interviewed, it 

is strictly respected. No written specific policy regarding women staff is added. However 

particular needs of women are respected. For example paid leave is allowed in case of 

child illness, and dealt with administratively as staff sick leave. Pregnancy leave lasts 

three months.  

 

38% of the MFD staff is composed of women, which is not very low in the Kenyan 

context. However all of them being part of lower management except one in middle 

management.  

 

Trainings are available only to new agents (4.3) –supervisors, auditors and the manager 

were previously occupying other positions in the department. They involve operations 

procedures and training of trainers modules. They are conducted by supervisors, 

auditors and by the manager of the MFD. 

 

All areas of responsibility towards clients are shared values of the organization and 

involve close monitoring (Criteria 2). Nonetheless, concerns like prevention of over-

indebtedness, fair collection practices, staff ethical behavior and clients’ confidentiality 

are not namely and specifically addressed in written policies.  

 

Multiple loaning and risks of over-indebtedness are tracked during loan application 

(4.8). Applicants who bear a risk of debt burden deriving from high ROSCA, ASCA or 

group activities contributions or from multiple loaning are systematically rejected. After 

the first cycle, loan increment is slow and determined with a main objective to avoid 

over-indebtedness. Joint liability is utilized to track indebted candidates, as future 

guarantors have a right to deny a loan to a member or to reduce the amount granted. Co-

guarantors are warned on the need to avoid allowing loan amounts that are too high.  

 

 Feedback from clients 

According to staff members interviewed few entering clients have a loan already. 

However some apply in other institutions after borrowing with the MFD.  

 

The Hard-nosed self-help group admitted that despite strong advice from their 

MFD agent, three members of the group had once taken a second loan. “Are these 
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three present in this meeting, we asked. Could they give us their viewpoint?” 

There, a discrete old lady who had only spoken in Gusii until then stared at the 

auditor and claimed, clear-cut and in English: “They are not here anymore. I do 

not want to see them again!” 

 

Before and after disbursement agents train and remind clients on the risks of multiple 

loaning. However, sometimes the pace of loan increment and the small maximum 

reachable amount encourage clients to get a second loan in order to meet their business 

ambitions.  

 

Portfolio quality is valued as much as portfolio size in incentive calculation -60 points 

out of 210 for each. 

 

Avoidance of hidden costs and transparent pricing are particularly well addressed by 

the MFD’s rules and operations (4.9). Numerous trainings and written statements aim at 

displaying prices and costs to clients in adapted ways. Potential clients are informed 

about prices four times before signing loan application -during introduction meeting, 

financial literacy training, group survey meeting and loan application meeting. The latter 

process lasts 2 weeks. All prices are written in each client's passbook.  

 

 Feedback from clients 

According to interviews of a sample of four groups of borrowers, awareness of 

prices seems rather good.  

 

Often clients didn’t remember prices keyed to rare expenses such as the lateness 

fine or the amount of cash collateral. When it came to questions about seldom 

encountered expenses, several members went to get their passbook, where all 

prices and expenses are written. When you don’t remember, you can always 

check in your passbook. 

 

New agents are informed about staff ethical behavior requirements tacitly through rules 

and regulations regarding their general behavior with pamphlets and oral trainings 

(4.11). Rules keyed to collection practices form part of general rules and are not 

highlighted as such (4.10). The rules are the following: in case of argument an agent 

shall not quarrel with clients; offensive language and violent behavior are forbidden.    

 

Clients are advised to report grievances to agents, then supervisors and manager if 

required (4.12). They are given their phone numbers when they join the MFD.  

 

 Feedback from clients 

According to a sample four group members, all clients interviewed are aware 

and confident about this procedure. 

 

Privacy of clients’ data is ensured through a secured IT system and a shared but not 

written sense of respect of clients’ confidentiality. Non disclosure of information about 

clients is not actively monitored. However, according to several senior staff members an 
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employee who would be reported on concerning display of customers’ information 

would be dismissed immediately. 

 

WPS MFD is currently in a transitional period concerning responsibility to the 

community (Criteria 3). Formerly named Gusii SACCO MFD in reference to the Kisii 

community it served, the cooperative recently changed its name to Wakenya Pamoja 

SACCO16 (4.14). This change occurred after the 2007 post-election violence between 

communities and also because the SACCO wished to expand geographically17. The 

Microfinance department has not yet formulated this stance towards solidarity and joint 

empowerment of communities as no written policy is in place. However local social 

development is promoted through operations, for instance by requiring female 

leadership of groups serviced (4.15). 

 

No clear and targeted policy aims at preserving the environment actively (Criteria 3, 

4.16/17). 
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  E.g. “Kenyans together SACCO” 
17

  It has recently opened a branch in the neighboring Luo area 




