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Beyond the access strand: Innovation in developing new frameworks 

to measure the relevance and impact of financial inclusion
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Relevance of finance in 

meeting needs

Financial Heath:

Impact of finance in supporting financial health



#afiGlobal

www.afi-global.org

The financial health of Kenya’s adult population has been 

falling since mid-2015 when it was first measured
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2016 2019 2021

All adults
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A dominant majority of adult Kenyans say that their personal 

financial situation worsened year on year since 2015
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Median income continues to fall across most demographics
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In the COVID-19 era (2019-2021) livelihood opportunities shrank 

resulting in increased dependence on others and on insecure casual jobs
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Financial shocks increased during COVID-19: especially the rising cost of 

living, and a large increase in health shocks and death of family members
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Despite growing levels of access, there was minimal use of digital finance 

in dealing with shocks; instead people relied on non-financial routes such 

as seeking more work, selling assets and cutting back on expenses
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The combination of COVID-19 and a longer-term decline in household 

economies has taken its toll on household wellbeing
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How can finance help to 

lift financial health and 

improve livelihoods and 

productivity?

The promise of digital 

finance?
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Despite lack of growth in uptake of formal accounts, the daily relevance 

of formal finance has increased, driven by digital technology
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Digital finance has helped to bridge the gender divide in 

Kenya; although a gap still remains, especially in access to 

smartphones and in daily use of digital transactions……..
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…but this is in a context where women- and increasingly 

men- still rely mainly on informal finance to meet their needs 

and aspirations
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But access to digital infrastructure (phones) 

is uneven, with implications for local 

economic development and inclusive growth
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As the economy becomes more digitized, it becomes increasingly 

important to bridge the digital divide to boost livelihoods and income….
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A window on MSEs.... 

What are the 

opportunities for digital 

finance to support 

growth? 
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Who are MSEs; and what has happened to this population under 
COVID-19? 
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% of population earning income from business 
has reduced since 2019

19%

81%

5,15 million adults 16+ 
earned an income from 
self-employment 

16%

84%

4,71 million adults 16+ 
earned an income from 
self-employment 

2019 2021

➢ 61% wholesale/retail; 
mostly selling 
agricultural produce

➢ 57% women, (up from 
52% in 2019);          
mostly aged 26-35yrs

➢ 99% micro or small; 
(below 10 employees)
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In 2020, the CBK, KNBS and FSD Kenya developed a tracker survey to 

track impacts of COVID-19 on MSEs
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7%

1%

4%

2%

1%

Till number

Card reader machine

Bank account in business name

Membership to a business

association

Pay NHIF for employees

Business formalization remains low, and has declined 
since 2019, mainly due to COVID-19
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BUSINESS FORMALISATION 

(4,71 million business owners)

BUSINESS HAS A PERMITBUSINESS SERVICES USED

BUSINESS KEEPS ANY RECORDS

BUSINESS IS REGISTERED

BUSINESS KEEPS DIGITAL
RECORDS

Payment 
devices

2… YES
18% YES

3… YES
2% YES

9% in 2018
35% in 
2019

There has been little change in the usage of 
various business services, such as payment 

devices, since 2019



2%

3%

4%

91%

49%

48%

48%

But…. business owners are highly digitized: 93% own a 
mobile phone nearly half of which are smartphones
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ACCESS TO TECHNOLOGY
(4,71 million business owners)

Note: *Question was asked slightly differently in FinAccess 2019. - “Did you access the internet during the past 4 weeks”, whereas in FinAccess 2021 the question asked “How 
frequently do you access the internet?”

Access to internet

Touch screen

Download and install 
applications on phone

I own a mobile that only I use

I don’t own a mobile phone 
but am able to use someone 
else’s

I don’t own or use a mobile 
phone

I own a mobile phone that 
me and others use

MOBILE PHONE ACCESS MOBILE PHONE CAPABILITIES

321 000 business owners do 
not personally own a mobile 

phone
45% of business owners access the internet 

at least monthly, up from 39% in 2019*

INTERNET USAGE

43% of business owners report using the internet 

for business activities (e.g. online marketing, sourcing 
inputs)



35% of business owners use at least one digital 
marketing channel to reach their customers
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MARKETING CHANNELS USED
(4,71 million business owners)

0%

2%

2%

9%

23%

Radio/TV

Own websites

Online stores/market

place/catalogues

Social media

SMS/phone calls

Of the business owners using 
social media, 22% are youth 
(16-25) while those who are 
slightly older (26-35) account 

for 43% 

35%

65%

Business owners use at 
least one marketing 
channel

Business owners use no 
marketing channels



And usage of mobile money for business payments has 
increased significantly from 11% in 2019 to 36% in 2021

Source: FinAccess 2021
* Excluded Post Office, cheque, money transfer service, international mobile transfer, courier, bus/Matatu, in kind/noncash and other due to low observation count
**Excluded mobile banking account, money transfer service, cheque, in kind/noncash, international mobile transfer, Post Office, bus/Matatu and other due to low observation count
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BUSINESS PAYMENTS
(4,71 million business owners) 

83%

36%

5%
1% 1%

All payment channels used*

Cash Mobile money account
Pay bill/ Till number
(Lipa na Mpesa, Pay Bill)

Mobile banking account (blank) ?
Bank transfer 
(includes internet banking)

72%

17%

8%
2% 1%

Most frequent payment channel used**

Unsure what blank 
refers to

(302 observations) 

Payments from 
mobile money up 
from 11% in 2019

Up from 4% in 
2019
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49%

10% 7%
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9%

11%

13%
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Affordable

Only option

Suited to my needs

Convenient

Top reasons for choosing financial 

device/strategy 

MSE’s  continue to rely on social networks for business 
finance; but digital savings also play an important role…



Out of 11% of MSEs who stated that they took a loan for business in 
2021, 43% did this in order to expand their business

Source: FinAccess 202125 |

MAIN REASON FOR TAKING A LOAN FOR 
BUSINESSS 

(577 926  business owners took a loan)

2%

7%

13%

35%

43%

Pay off debt (e.g another loan or

creditors)

Buying assets /machinery for

existing business

Diversification of business activities

Operating/working capital

Expansion of business

46% of those taking a loan 
to expand their business 
were from the age group 
26-35 



Can finance overcome the range of challenges faced by businesses and 
play a more significant role in supporting their resilience and growth? 

Source: FinAccess 2021
Note: Excluded climate related challenges due to low observations
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MAIN CHALLENGES FACED BY BUSINESS OWNER
(4,71 million business owners)

1%

1%

1%

2%

3%

5%

5%

7%

7%

17%

21%

27%

30%

33%

56%

Other

Business closed/no challenges

Unreliable employees/staff issues

Uncertainty regarding business premises

Difficulty finding premises location/high cost

Suppliers closed down/reduced operating hours/no stock

Difficulty paying business expenses

Insecurity

High costs of licensing

Difficulty getting license/permit

Increased competition due to selling similar products

Customers not paying on time

Limited access to credit/capital

High/increased cost of supplies

Limited access to market/Fewer customers

24% of businesses reported 
experiencing challenges related to 
government licensing
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Discussion: What are the implications of reduced resilience and squeezed 

liquidity for the role of finance in supporting households and MSEs? 

• Households’ financial strategies geared to risk mitigation rather than 
growth;

• Lack of liquidity to ‘buy’ formal products: -spurring a retreat into the 
informal sector??

• BUT opportunities to build on access to digital infrastructure to reduce 
costs, improve trust and develop tailored solutions for households and MSEs

• Robust demand-side data collected on a frequent basis can provide a 
valuable tool for policy makers to enhance the enabling environment for 
the household and MSE layers of the economy; and identify opportunities 
and barriers for a more inclusive financial sector
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