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Q1. a) What is microfinance?      (5 marks) 

 

b) Mention at least FOUR characteristics of microfinance institutions. 

         (5 marks) 

 

c) The following are the most well known microfinance approaches: 

 
i) Individual lenging  

ii) Gramean Bank solidarity lending  

iii) Latin American solidarity group lending.  

iv) Village banking 

v) Self – reliant village banks.  

 

Required: 

 

Write short notes on each of the micro finance approach. (10 marks) 

 

d) One of the main issues in microfinance institutions is the issue of 

supervision and regulations.  List the cost and benefits of regulation 

to MFI and give short note on each.     (10 marks) 
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Q2. The goal of MFI’s as development organizations is to service the financial 

needs of unserved or underserved markets as a means of meeting 

development objectives.  List and explain these development objectives.  

          (20 marks) 

 

Q3. Case Study 

 

 Wanjiku is a small vendor who sells vegetables from a shelf set in the 
window of her hut.  She is a member of a merry – go – round that has 

seven members, including herself.  This is what they do:  Everyday, day-in-

day-out, each of them saves 20 shillings.  So each day a total of 300 

shillings is saved.  Each day each of the seven women takes on full 300 

shillings.  By Kenyan standards of wage levels this is equivalent or even 

more than the daily earnings of a man who works in industry area.  After 

each of the fifteen women has taken their “prize” in turn  - which takes 15 

days of the course – the cycle starts again.  Wanjiku was a “serial number 

1” in the cycle.  So at the start of the first cycle, and then every seven 

days, she gets 300 shilling in return for putting in 20 shillings each and 

every day.  Wanjiku has been in this merry-go-round with the same fellow 

members for two and half years.   

 

 Wanjiku takes her merry-go-round very seriously.  The total value of her 
kiosk is a little over 300 shillings so when she has to dig into her working 

capital to pay for the extra costs for her two children, she has to do so in 

the knowledge that provided she is faithful to her merry-go-round, she’ll get 

a Ksh. 300 lump sum within the next week and can recapitalize her shop.    

 

 Required: 

 

a) Identify and discuss the typical characteristics of ‘sustainable’ 

microfinance as demonstrated in the above case.   (10 marks) 

 

b) Do you think Wanjiku has a livelihood, and where would you place 

her in the poverty pyramid?  (Hint: Apply your knowledge of the 

principles of microfinance and how microfinance works best for 

development)       (10 marks) 

 
Q4. What specific issues should MFI address to fit the needs and preferences 

of clients to product offerings?      (20 marks) 

 

*END* 


