
TV drama series Makutano Junction; Five Talents/Mothers 
Union - training pastoral communities in North Eastern 
Province; and, Plan Kenya in partnership with the Ministry 
of Education exploring incorporation of financial education 
into the primary school curriculum. Winners of the grant 
awards will be announced at the end of May 2009.  

Social protection payments

The Hunger Safety Net Programme (HSNP) was officially 
launched by a delegation of officials including the British 
High Commissioner, Head of DFID Kenya, Minister for the 
Development of Northern Kenya and Other Arid Lands, area 
MPs and other dignitaries. The launch was held in Kakuma, 
Turkana at the end of April.

FSD Kenya and Equity Bank demonstrated payment to 
recipients through their Kakuma agent, a local wholesaler. 
An elderly lady presented her smart card to the agent 
who swiped it though his point of sale device and verified 
her identity through the fingerprint reader on the same 
machine.

The recipient was asked how much of her 2,150/- cash 
transfer that she would like to withdrawal. She chose 
to leave 150/- on her card to help her save towards the 
purchase of a goat. The HSNP started payments at the end 
of February and will be paying 60,000 recipients across 
Turkana, Marsabit, Wajir and Mandera by March 2010.

FSD News
ISSUE 08 MAY 2009

FSD Kenya
Financial Sector Deepening SUPPORTING THE DEVELOPMENT OF INCLUSIVE FINANCIAL MARKETS IN KENYA 

EDITORIAL  
The forthcoming launch of the second national survey 
on access to financial services in Kenya (FinAccess 
2009) will give us an opportunity to draw stock 
on developments over the last three years. Given 
the dynamism in the market since 2006 when the 
first survey was undertaken, our expectation is that 
we will see strong evidence of improving financial 
inclusion. Equally however, considerable challenges 
will remain in bringing access to many who remain 
beyond the ‘financial frontier’.   

A key question which we need to consider is how 
the promise of new technologies can be successfully 
harnessed to reach the financially excluded. The 
extraordinary growth of Safaricom’s M-PESA money 
transfer product has illustrated the potential. What 
can government and market players do to maximise 
the impact of these emerging new ways to deliver 
financial services? FSD will be working with 
policymakers and industry leaders to explore this 
question over the coming months.

The recent launch of the Hunger Safety Net pilot 
social protection payments programme (discussed 
below) shows how banks can use new technology 
to reach some of the poorest Kenyans. Equity Bank 
was selected by FSD as the payments service provider 
to the programme, which targets some of the most 
vulnerable populations in the northern arid and 
semi-arid lands (ASAL). Their solution provides 
recipients with a smart card which can be used to 
access cash through a network of retailers. These 
retail agents use a point-of-sale (POS) device with 
fingerprint recognition for transaction authentication 
- important in reaching non-literate populations. 
Non-beneficiaries will also be able to access accounts 
at new Equity branches in northern Kenya. 

Better communications infrastructure could also make 
automation a viable option for community based 
providers. FSD is working with K-Rep Fedha Services 
(KFS) to develop a banking system for the network 
of community based Financial Service Associations 
(FSAs) for which it provides management services. 
This holds out the promise of significantly improving 
the efficiency of both the FSAs and KFS, helping the 
network to reach more people at lower cost.

David Ferrand  
Director

FinAccess 2009 

FinAccess is a nationally representative survey on access 
to financial services in Kenya, which was first conducted 
in 2006. The field work for a repeat survey was completed 
in March, which will provide invaluable information on 
the deepening of financial access to previously excluded 
populations.

Kenyans access financial services through a variety of 
providers, ranging from the most formal (and regulated) 
in the form of banks (in 2006, this was 12% of the adult 
population), through semi-formal institutions such 
as SACCOs which are also popular (13%), to informal 
providers, notably ROSCAs which are generally small in 
size and scope. FinAccess 2006 has helped to map the 
landscape of financial service provision in Kenya, so that 
the relative contribution of each type of provider and the 
overlap between them is now known.  

FinAccess 2009 will start to build a time series, which 
will expose important trends in financial inclusion, and 
help us understand the changes in financial service usage 
in Kenya. In particular, we will be able to analyse the 
impact of technology (such as the use of M-PESA and the 
expansion of ATM coverage). For more information, contact 
finaccess@fsdkenya.org 

Financial education pilot work  

While the importance of financial education is widely 
recognised, there is insufficient evidence on which methods 
work best in improving financial education.  Building a 
strong evidence base is essential to establish the case for 
a national financial education programme in Kenya and 
developing a credible long-term strategy.  The Financial 
Education Partnership (FEP), in collaboration with FSD 
Kenya and the Department for International Development’s 
Financial Education Fund (FEF), are to support innovative 
projects to develop clearer evidence of what works and 
what doesn’t.  

Following a call for proposals, five projects have been 
shortlisted to proceed to the final evaluation stage. Those 
selected will quality for grant funding to support the 
pilot activities together with support on monitoring and 
evaluation to maximise the learning from the initiatives.  
The shortlisted proposals are: Faulu Kenya and Equity 
Bank both piloting ways to educate the public on debt 
management, savings, investing and budgeting; MEDIAE 
- delivering financial education messages through the 

Turkana dancers entertain guests during the  
launch of the Hunger Safety Net Programme in  
Kakuma, Turkana District on 22nd April 2009. 
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Repayment Schedule - RS
This is a simple measure that calculates the total required 
monthly repayments on a loan. It is especially valuable 
in allowing consumers to make informed choices about 
the affordability of a loan by allowing ready comparison 
with their monthly budgets. International and Kenyan 
evidence indicates that this is the most preferred measure 
by consumers. 

The results from the research were presented at a workshop 
organized by the CBK, KBA and FSD in March. A broad 
spectrum of lenders and policymakers attended the 
workshop which was opened by the Governor of CBK, 
Professor Njuguna Ndung’u, highlighting the importance 
given to this topic by CBK. There was a generally positive 
reception from the financial sector to the idea of the 
introduction of a standard disclosure regime, while 
recognizing the potential implementation challenges. It 
was concluded that a phased approach should be taken, 
starting with the introduction of the Total Cost of Credit 
(TCC) measure and/or the Repayment Schedule (RS) before 
moving onto the more challenging Annual Percentage Rate 
(APR) approach. A key concern is that consumers should 
readily understand the information presented to them.

The aim now is to introduce the TCC and/or RC within the 
next year and target the APR following within two years.  
It will be vital that a strong financial education initiative is 
part of the implementation plan, to teach consumers how 
to use the TCC/RS to make informed credit decisions. A copy 
of the final report can be obtained on request from FSD’s 
office (e-mail: info@fsdkenya.org) or downloaded directly 
from FSD’s website, www.fsdkenya.org. 

highlight the price issue and makes it easier for consumers 
to compare offerings. The KBA has entered into a partnership 
with the CBK to further develop the project.   

Lending rates disclosure

The survey on bank charges highlighted the difficulty in 
comparing interest rates across lending products.  This led to 
interest from CBK and KBA in developing a standard interest 
rate disclosure regime for Kenya, as has been applied in 
many other countries. In response, FSD commissioned 
research to identify and develop options for establishing a 
standard measure for consumer interest rates in Kenya. The 
research started by reviewing methodologies in use across 
the world from which three prospective approaches were 
determined. These were then tested with focus groups in 
Kenya to assess how consumers responded to them. The 
three methodologies explored were:

Annual Percentage Rate - APR 
This is the disclosure regime that is most widely used 
in developed economies (such as the UK and Canada).
It combines information on charging into a single figure 
representing an effective, standard (and therefore cross-
comparable) overall rate. However consumers in Kenya (as 
elsewhere) regard it as a complex concept and it is not well 
understood.

Total Cost of Credit - TCC
This measure estimates the total overall cost of taking a 
loan for a consumer. It is has the advantage of simplicity 
- offering a single price for the loan and allows for ready 
comparison between loan providers. Consumers find the 
concept easy to understand and indicated a preference for 
this methodology.

Background

FSD’s consumer information project seeks to improve 
competition and consumer choice in the financial sector. It 
does so by generating and disseminating clear information 
on financial services to end users. This information explains 
how to assess and select the best service offer. The work 
started as a partnership with Central Bank of Kenya (CBK) 
and now involves the Kenya Bankers’ Association (KBA).

The first milestone was to support the CBK in introducing its 
new quarterly Survey on Bank Charges and Lending Rates.  
The second was the investigation of different lending rate 
disclosure regimes with the ultimate aim of introducing a 
standard disclosure regime in Kenya. 

Survey on bank charges

The objectives of the survey are three fold: (i) to provide 
current and potential bank customers with regular, 
consistent and easily understood information on bank 
charges and lending rates so that they can make informed 
banking choices; (ii) to encourage customers to use this 
information; and (iii) to foster competition on the basis of 
price among commercial banks. 

This work was carried out with the CBK and a research 
firm.  A survey of 900 bank customers in Nairobi, Mombasa 
and Kisumu was undertaken to establish the average 
usage patterns for savings and current accounts, together 
with typical borrowing looking at loan sizes and loan 
duration. Data on the charge for each transaction type on 
savings and current accounts (later expanded to include 
‘transaction accounts’) was obtained for each commercial 
bank using the quarterly returns to CBK from commercial 
banks. Combining this data, it is then possible to calculate 
the monthly cost faced by the average user in Kenya in 
operating an account with each bank.

Obviously actual users may face costs which are higher 
or lower than these figures depending on their usage 
patterns compared with the average. Nevertheless it 
provides a useful guide to the likely price of running 
an account with a particular bank. These figures are 
presented in a booklet at regular press briefings and on 
the CBK and FSD websites (www.centralbank.go.ke and 
www.fsdkenya.org).
 
The survey has provoked considerable interest and it has 
been widely discussed in the print media in newspaper 
articles and on television. Following the publication of the 
first survey some banks dropped their lending rates by up 
to 2%, increasing their competitive positioning in the next 
survey. Although other factors may also have motivated 
these developments, the survey has nevertheless helped to 
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EVENTS CALENDAR  
25th - 30th May Africa SME Finance Academy, Mombasa - Kenya (www.africasmefinance.org) 

8th - 19th June Market Research for Microfinance, MicroSave, Kampala - Uganda (www.microsave.org)

4th June   Diagnostic to Action: Microfinance in Africa Multi-stakeholder Conference, 
  Women’s World Banking and Africa Microfinance Action Forum, Nairobi – Kenya, 
  (www.swwb.org/kenyaevent) 

22nd – 25th June  Mobile Money Summit 2009, Barcelona – Spain (www.mobilemoneysummit.com) 

20th July – 7th Boulder - Institute of Microfinance 15th Anniversary, International Training Centre, ILO,  
August  Turin – Italy (www.bouldermicrofinance.org/turin2009/index.htm)  
3rd – 14th August  Practical Skills and Tools for Microfinance, The Applied Microfinance Institute (AMI) 

   Cape Coast – Ghana (www.appliedmicrofinanceinstitute.org) 

8th – 9th Sep Promoting Financial Capability and Consumer Protection – A step towards  
  Financial Inclusion in Africa, Making Finance Work for Africa (MFW4A) and GTZ Ghana,  
  Accra – Ghana (Email: Karen.Losse@gtz.de)  
7th – 18th Sep  School of Applied Microfinance courses, Mombasa – Kenya (www.samtraining.org) 
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