The Financial Access Strand

The diagram illustrates financial access in its broadest sense and assumes all adults in
Kenya (aged 18 and over) fall into one of four broad segments. The categories are
exclusive, and someone who is classified in the formal product group may also use
informal products.

-« Those who use formal products in a requlated financial institution eg a deposit
account or insurance policy. All holders of accounts with Postbank are also regarded
as banked.

- Those who use products from institutions that operate as formal entities but without
regulation by monetary authorities eg SACCO (Savings and Credit Co-operative
Society) savings account.

« Those who use informal products from informal groups and associations, eg
participation in a ROSCA (Rotating Savings and Credit Associations).

« Those who are financially excluded and do not use any financial products; people in
this category are ‘unbanked’

Financially included

Banked
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Type of financial products used

. Formal - regulated banks, building societies or Postbank
. Formal other - SACCOs and MFIs (microfinance institutions)
. Informal - ASCA (Accumulating Savings and Credit Associations) and ROSCAs

[/ unbanked - no formal or informal financial products used

Usage of savings products

Many people save using formal and informal methods.

Legend:

Never
40%

Current . Currently using a savings product®

2% . Has ever used a savings product

. Has never used a savings product

Ever
8%

* this excludes those who only save by giving money to a family member or friend for
safekeeping, or at home in a secret place

Top 5 reasons for saving

Meeting household needs 57%
For education (self, children or siblings) 18%
For emergency (e.g. funeral, medical) 16%
Personal items (e.g. clothes, shoes, travel) 12%
Agricultural inputs 8%

f~ FSD Kenya
\@\ Financial Sector Deep}:ing

finaccess

Bank account usage by province
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Excluding family/friends (a popular source of loans), the next most common creditor is
the local shopkeeper.

Current

Legend:
31%
. Currently using a credit product*
Never . Has ever used a credit product
61%
Ever .
8% . Has never used a credit product

* this excludes the 5% of respondents who only borrow from family or friends

Sources of credit

Loan from shop/supplier 74%
Loan from a SACCO 13%
Personal loan/business loan from a bank 6%
Loan from an ASCA 6%
Loan from a microfinance institution 3%
Loan from a government institution e.g. Joint Loans Board or HELB 3%
Loan from an employer 3%

Loan/credit from buyer of harvest (e.g. tobacco, vegetables) 3%

Usage of money transfer services
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Methods of money transfer used

The most popular methods for sending or receiving money within Kenya are informal
methods - with a family/friend or using a bus/matatu company. The most popular ways
of international money transfers are formal money transfer services such as Western
Union, or directly into a bank account.

Local Money Intern’l Money
Means of transfer Transfers % Transfers %
Sent with family/friend 58 36
Using money transfer services 9 66
Through bus or matatu company 27 27
Post Office money order 24 20
Directly into bank account " 29
By cheque 4 8

Paid into someone else’s account, who then passed it on 3

Financial access by main source of income

Half the people in the banked category work for a wage in a large establishment or run their
own business. Most of the unbanked either produce food crops or depend on transfers.

Financially included

Banked* but no formal services Unbanked
Waged, large establishment 28% 5% 3%
Waged, small establishment 12% 5% 5%
Waged, domestic 1% 2% 6%
Agric wage, fulltime 1% 2% 3%
Agric wage, seasonal 2% 6% 6%
Agriculture, cash crops 6% 10% 4%
Agriculture, other produced 11% 27% 20%
Business 24% 18% 17%
Transfers 8% 11% 20%
Not specified/not categorised 1% 5% 4%
* percentages are column percentages
Characteristics of the banked
9% with this
Characteristic characteristic
Gender Male 61
Female 39
Age 18-24 1
25-34 34
35-44 22
45-54 17
55+ 15
Education None 4
Up to primary 24
Secondary + 72
Mobile phone access Own a phone 69
Via family/friend 15
No access 16

Usage of insurance products

Usage of insurance is low at 6%. The common types of insurance policies in use are
medical (39%) and motor (31%).

Current Ever
69 Legend:
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. Currently using an insurance product
. Has ever used an insurance product

. Has never used an insurance product

Never
92%

Perceptions about low usage of insurance products*®

People can't afford it 69%
People don’t know about insurance or how it works 32%
People don't know how to go about buying cover 19%
Some insurance companies con people out of their money 19%
People don’t know how to find out where to buy it from 16%
People don't see the need for it 15%

* multiple responses were spontaneously mentioned by interviewees
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Objectives of the FinAccess study
FinAccess was funded to meet the following objectives:

To measure access and demand for financial services in a nationally
representative survey, not focusing only on the poor. This will help
to develop a sense of the market continuum, and increase
understanding of the zones of transition, eg between the currently
banked and the bankable

To contribute to the development of a comprehensive understanding
of the landscape of financial service in Kenya by making the results
widely available to stakeholders and service providers

To encourage institutions to develop new markets to target
emerging groups of clients profitably

To provide a benchmark measure of effective access to financial
services that can be monitored over time and be used to evaluate
the effect of various public initiatives to deepen access

Methodology

In order to ensure a national fully representative survey of the financial
behaviour of the entire adult population of Kenya, the Kenya Central
Bureau of Statistics (CBS) was consulted to draw a sample from their
national framework of 62,000 census enumeration areas. For this survey,
442 clusters were selected for the sample.

In order to ensure random selection of respondents, the selection
process was divided into three stages:

- random selection of the cluster
- random selection of 10 households within each cluster
- random selection of the individual within the household

A sample size of 4,214 was achieved. The field work was conducted in
August and September 2006.

Survey findings were weighted by (BS to national population estimates.
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The FinAccess survey was supported by the Financial Access

Partnership, with representation from the following organisations:

FSD Kenya
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w EGERTONSUNIVERSITY

te of
Economic Affairs

[ e

K-Rep Development Agency

I O

a MicroSave

Market-led solutions for financial services

The KENYA INSTITUTE for PUBLIC
POLICY RESEARCH and ANALYSIS

ED@ (CO-OPERATIVE, -.r’
BANK OF KENYA
BANK We are you Decentralised Financial Services
KENYA a
%7 Al Making the
BANKERS H KCB | Difference
associaTion  POSTBANK

This brochure only highlights the key findings from the survey.
Interested organisations with further analysis or interpretation
requirements should contact: finaccess@fsdkenya.org

For more information visit www.fsdkenya.org/finaccess
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