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ABSTRACT 

Microfinance is perceived to be one of the poverty alleviation mechanisms in poor countries 

today. This study was set out to find out what impact microfinance has on the livelihoods of 

women in Kakondo sub-county, Rakai district in Uganda. The reason why the focus was put 

on women was to find out whether these women can manage to sustain their livelihoods on a 

long term perspective through the process of acquiring microfinance credit. In order to find 

out what impact microfinance has, a group of women from the same borrowing group (all 

BRAC microfinance borrowers) were interviewed. As speculated, the results from the study 

showed that microfinance credit does really play a key role in helping the poor cope with 

poverty however, as microcredit on its own does not alleviate poverty, which also brings us to 

the fact that these women can improve their livelihoods however sustainability on a long term 

perspective is doubtful.  

Key words: Microfinance, poverty alleviation, sustainable livelihoods. 
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1. INTRODUCTION 

 

The introduction gives a brief background of the study which includes the background of 

BRAC microfinance, purpose of the study and the research problem. 

1.1 Background  

This study intended to create a deeper understanding whether microfinance institutions could 

have any impact on poverty reduction in Kakondo subcounty, Rakai district, Uganda. Micro 

financing is a process whereby people with poor economic standards acquire credit through 

different financial institutions in order to improve and sustain their standards of living 

(Todaro and Smith, 2011: 741). According to the World Bank (2013), Uganda is still one of 

the poorest countries in the world with US$506 per capita income and it was ranked 161 of 

187 countries in the Human Development Index.  

Today microfinance institutions are quite common in poor countries; therefore I decided to 

find out how important they are in eradicating poverty (respectively absolute and relative 

poverty) and improve the livelihoods of women in Kakondo sub-county Rakai district, 

Uganda. According to Friedmann (1998: 57) and the Department for International 

Development (DFID) sustainable livelihood sheets (1999), absolute poverty is a situation 

where one falls under the lowest level of consumption whereas relative poverty is a condition 

where one lives above the poverty line.  

 

According to Friedmann (1998: 56), poverty line is the point where by a household can reach 

the minimum level of consumption which is socially adequate. Basically this can be 

determined by the income where two- thirds are spent on food to reach the relative level of 

calories and proteins.  

On the other hand, it is noted in the DFID (1999) that the poor people perceive themselves to 

be poor as long as their income is low. The focus was put on rural women of Kakondo sub-

county Rakai district, Uganda and the aim was to find out whether these women do have 

access to microfinance credit as well as how they can improve their lives by access to these 

microfinance credits. Furthermore, emphasis was put on finding out whether people can 

actually lead a sustainable livelihood after getting access to the credits and also most 

importantly the findings highlight the kind of investments they make after acquiring the 

credit. Knowing the kind of investment helped determine the outcomes after acquiring the 

loans; that is to say, it created a deeper understanding as to why some women succeeded with 

the use of microcredit while others did not. Why the emphasis was put on a rural area depends 
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on the fact that most of the poor and vulnerable are located in rural areas however, this does 

not imply that there are no vulnerable people in urban areas.  

1.2 BRAC microfinance  

BRAC microfinance was founded in Bangladesh in 1972 with the aim of fighting poverty on a 

sustainable level as well as empowering the poor and enabling them get involved into various 

businesses which also makes it one of the largest microfinance service provider in the world.  

Brac was introduced in Uganda in 2006. The purpose was to assist in lifting the economic 

standards of the poorest as contended by Afroz, (2012: 121). Now the question of “poorest” is 

kind of critical to use, and will later be highlighted from the interviews whether this statement 

“the poorest” is relevant to be used in this case. It is stated by Afroz (2012: 123) that most 

BRAC borrowers in Uganda invest the loans mostly into agricultural activities, small 

businesses, education and health, and as will be highlighted later, health and education are 

among the indicators in this study of whether a sustainable livelihood can be achieved through 

microfinance services. Having said that however, BRAC reaches out to almost half a million 

Ugandans today which is a very significant number and 85 % of its clients are women. 

 

 According to BRAC’s annual report 2012, their mission is to reach out to 4, 2 million 

Ugandans by 2016, which is twelve percent (12%) of Uganda’s population. As a way of 

improving the livelihoods of its borrowers, BRAC does not only offer small loans for capital 

but also “livelihood development services” (such as education scholarships to secondary 

school students, seeds, business training, and etcetera). This helps especially women to 

improve and spread out their businesses which in return increase their economic growth, 

hence poverty reduction and a sustainable livelihood. Most importantly is that BRAC reaches 

out directly to these women in rural areas and they directly receive these loans however 

BRAC also offer loans to medium enterprises where both women and men can qualify to 

borrow in this category. BRAC borrowers pay back on a weekly basis and the amount of 

money ranges from U$D12 to U$D15 depending on how much one borrowed. Duration of 

payment depends on how much one borrowed and borrowers have the possibility of choosing 

the amount of time in which they can pay off the loan, as stated by some of the respondents 

involved in this study. However most borrowers pay back within six to ten months, but at 

times one can exceed that period of time depending on how much they borrowed.  

Most important is that a weekly installment is a must, as narrated by some respondents and 

also highlighted by Afroz (2012: 121).  
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Most borrowers invest their loans in small businesses such as growing fruits and vegetables, 

starting small retail shops, poultry farming and agriculture as a whole. Based on the empirical 

data collected during the interviews, most borrowers start from small amounts of loans that is 

to say; between U$D120 and U$D200. Borrowers have the possibility of upgrading their 

loans, if it turns out that they have done successfully in previous loans. In order to upgrade 

borrowers have a possibility of acquiring loans ranging from U$D400 upwards. The average 

interest rate is three percent (3%) of the total amount borrowed as of 2013 with a possibility 

of increasing but not yet clear how much, according to the respondents. The overall mission 

of BRAC Uganda is to “empower people and communities in situations of poverty, illiteracy, 

diseases and social injustice”, as highlighted in BRAC’s annual report 2012. Furthermore, 

Afroz (2012: 121) also contends that microfinance is implemented to assist in poverty 

reduction and also empower people especially women to pull themselves out of poverty, 

particularly through acquiring credits and loans. He continues to argue that in order for 

microfinance to work, it is important for the poor to be involved and seen improving their 

economic growth hence poverty alleviation. In this context he means that the livelihoods of 

the poor that are in desperate need of economic uplifting should be able to befit positively 

from microfinance credit.  

 

1.3 Research problem  

According to Banga et al (2004: 1), microfinance programs are aimed at reducing poverty. It 

is stated by Banga et al that insufficient access to microcredit is one of the key factors as to 

why people end up in poverty. Microcredit refers to financial services in form of loans given 

to the poor by microfinance institutions (Todaro and Smith, 2011: 741). Furthermore, the 

individuals that have access to credits do much better than the ones without access to credits 

in improving and sustaining their standards of living. However as argued by some scholars 

(Todaro and Smith, 2011: 742; Nau, 2012: 414; Her Mes and Lensink, 2009: 875; Hanak, 

2000: 317), the very poor and vulnerable individuals are either limited or excluded from 

acquiring microcredit loans due to being insecure and not being trusted by the Microfinance 

institutions. Furthermore, it is evident that many scholars for example Carlton et al (2001) as 

well as Banga et al (2004) have already extensively done studies regarding the effect of 

microcredit and its effect on poverty alleviation. However, few studies have looked at the 

point of “sustainability” and there has been “less representation” of the voices of the very 

poor people (in this regard rural women) within the existing literature about the topic. Most 
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focus is put on how far microcredit has come on eradicating poverty, but not how far these 

poor people can go in sustaining themselves. Therefore the focus of this study will be to 

bridge that gap and find out to how these rural women in Kakondo sub-county, Rakai district 

Uganda can sustain themselves through microfinance credit and I will take into consideration 

their opinions through conducting telephone interviews, basing on the sustainable rural 

livelihood framework. Therefore more focus will be put on how far women can go in 

sustaining themselves.  

 

1.4 Purpose and research question  

The purpose of this study was to identify how receiving microcredit is transferred into 

sustainable livelihoods of the rural women in Kakondo sub-county, Rakai district Uganda. In 

other words the aim was to bring into light what effect microcredit has on the livelihoods of 

women (in particular Brac borrowers) in Kakondo sub-county Rakai district both positively 

and negatively. The reason why the study is done in Kakondo sub-county is because it is one 

of the rural areas in Uganda and the focus of the study is aimed at looking at poor rural 

women and how they can adjust through poverty and sustain themselves with the help of 

microfinance credit.  

How does microfinance effort through the giving out of loans affect the livelihoods of women 

in Kakondo sub-county, Rakai District Uganda? Depending on what these loans are used for, 

effects can either be positive or negative. After conducting interviews and doing literature 

review on this topic, I addressed the following points;  

 

 How are the livelihoods of the women in Kakondo sub-county Rakai district affected 

through the processes of acquiring microcredit?  

 Is microcredit easily accessible by everyone, in other words what are the requirements 

and who is targeted?  

 How do borrowers invest their credit and what are the positive and negative effects if 

any?  

 Are there any failures among the cases involved in this study? 
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2. LITERATURE REVIEW 

  

There are a lot of literature reviews done on this study but I will focus on a few, especially the 

recent ones as well as those specifically done on Uganda.  

2.1 Effects of microcredit: 

According to Montgomery (1996: 26), there is evidence that microcredit helps poor people lift 

themselves from poverty however in order for sustainability and better future outcomes, the 

credit suppliers which are the Microfinance Institutions (MFIs) have to take into consideration 

the negative outcomes. More monitoring of the failed cases is needed. By reassessing the 

achievements could be one of the possible paths that could be taken to reach out to the 

absolute poor, since they are the main target. It is common that the very poor are normally left 

out. Furthermore, Montgomery (1996: 26) argues that microcredit is aimed at improving the 

livelihoods of the poor people as well as lessen vulnerability however in most cases the results 

are negative, meaning that poor people cannot manage to escape poverty since the activities 

and businesses they invest the credit into do not necessitate them to pay off the loans and at 

the same time save. It is pretty obvious that these poor people lack skills and knowledge on 

what kind of businesses to invest into and at times they are hit by natural disasters for 

example floods, droughts, illness and so on. As a result of not being able to pay off the loans, 

the poor people end up dropping out and at times their personal belongings are confiscated by 

the group members or by the MFIs itself as a way of repaying off the loan. The fear of going 

through this humiliation threatens the poor from getting involved into microcredit. 

Montgomery (1996: 27) contends further that the conditions put up by the MFIs do not meet 

the needs of the borrowers. Many of the borrowers need money to for example meet medical 

needs and send their children to school, rather than starting businesses.  

 

2.2 Who are the real target group?  

According to Duvendack et al (2011: 156), evidence shows that there is no remarkable change 

in incomes per capita however change is observed amongst the areas or individuals that are 

involved in Microloans, for example he contends that in such areas the rate and number of 

new businesses goes up as compared to areas less involved in microloans. Furthermore, 

borrowers with access to the microloans tend to increase their expenditure on durable 

commodities however Duvendack et al (2011: 156), continues to note that based on the study 
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made by Banerjee et al (2009/2010) there is no evidence that indicates any improvement in 

education, decision making or health, especially if these borrowers have only been involved in 

microcredit for a period of fifteen to eighteen months.  

Some of the borrowers already had existing small scale businesses and borrowers respond 

differently to microloans depending on what investments they make as argued by Duvendack 

et al (2011: 157). For example female borrowers may contribute to household income hence 

improvement of family health and education enrollment for their children. Furthermore, a 

difference could also be seen between new starters of businesses compared to borrowers with 

existing businesses. Duvendack et al (2011: 157) means that there is no possibility of 

dramatically improving livelihoods that is to say; in terms of educations, equal decision 

making in a household or improved health in only a short period of time (fifteen to eighteen 

months of borrowing). There is little evidence of improved well being as a whole and 

Duvendack et al (2011: 157) continues to highlight that the scope of time that the study is 

based on is maybe relatively short in order to rule out the effect of MFI on well being, 

education, health and women’s decision making.  

 

There is however significant indication that people who participated in microcredit have had 

positive effect on education especially the poorest among the poor (Duvendack et al, 2011: 

161). Borrowers involved in agriculture also tend to benefit from microcredit however based 

on evidence from the case studies in Kakondo sub-county it deeply depends on what kind of 

products a farmer is involved in and also much depends on seasonal changes. Duvendack et al 

(2011: 162) continues to stress that borrowers that reside in urban areas also benefit compared 

to the very poor in rural areas. Furthermore, borrowers who are better off experience a 

significant positive effect as compared to borrowers that are very poor.  

On the other hand, not only is micro finance credit seen as a path for poverty reduction but 

also sustainability, however in terms of empowerment and gender equality, there are still 

wider gaps especially when it comes to the role of women in society However unlike  

 

2.2.1 Decrease of vulnerability for individual borrowers: 

Montgomery (1996), Carlton et al (2001: 8-9) argues that microfinance does indeed decrease 

poverty and also contribute to food security and social relations, according to empirical 

evidence. Recent research indicates that involvement in microcredit programs helps decrease 

vulnerability among the poor as well as reduces economic risks. With microfinance services 
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the poor and vulnerable individuals are able to increase their assets as well as increase 

household income, which in return decreases vulnerability for shocks hence a sustainable 

livelihood. Based on the studies conducted in Uganda, evidence shows that microfinance 

services have enabled a number of poor people to lift themselves out of poverty since “the 

poor and very poor have extremely limited access to formal sector institution” (Carlton et al, 

2001: 18). Therefore microcredit is seen as a way for access to credit by the poor. In spite of 

the fact that microcredit reaches low income households in both urban and rural areas, Carlton 

et al (2001: 19) highlights that the poorest of the poor are usually left out. Most of the clients 

appear to fall under the category of non poor but at the same time not wealthy, that is to say; 

they are capable of meeting their daily needs, send their children to school, have access to 

medical care and have acquired some assets such as cars, televisions sets, own houses and so 

on. People that fall in this category tend to have decent livelihoods and are able to send their 

children to school are also capable of repaying off the loans on time as well as manage to 

escape any small crises but they are still vulnerable to shocks.  

 

Access to microcredit has shown that they can manage to pull themselves out these shocks. 

Carlton et al (2001: 20) contends that there are significant reasons as to why the poorest of the 

poor, that is to say the ones that fall below the poverty line do not take in microfinance 

services and these reasons include; being excluded by microfinance institutions due to 

insufficient capacity to repay back the loan, excluded by the group in fear of taking the 

responsibility in case a borrower has failed to pay on time, realizing that the loan provided 

does not meet ones needs therefore a borrower can exclude themselves. The above mentioned 

reasons are key indicators as to why the very poor of the poorest are excluded from 

microcredit and therefore a good starting point to indicate what should be done next and how, 

in order to include them and enable them escape vulnerability hence to obtain a better and 

sustainable livelihood. This also brings into light that if microcredit mostly benefit the relative 

poor and in relation to Montgomery (1996), it should not be taken for granted that microcredit 

reduces poverty, rather a possible measure that should be applied along with other tools or 

measures as already mentioned above.  

 

2.2.2 Less impact on education or increase of assets: 

Okurut et al (2004: 4) contends that one of the key issues as to why MFs leave out the very 

poor is because they try to cut on the costs. However such deficiencies have to be addressed 
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in order for poverty alleviation to be sustainable as wells as improving the living standards of 

the poor. In short, microcredit should be aimed at improving the welfare of the very poor. 

Coleman (1999) argues that microcredit does not have any impact on improvement of 

education or asset accumulation of assets. However on the other hand, it pretty much depends 

on what kind of investment the poor do after acquiring the credit and also how much land they 

own. That is to say, if there is no market for the products (we can take the example in the case 

of farmers) then the purpose of the credit will be zero. So from my point of view, the MFs 

would try to create reliable market in order to enable the poor sell off their stuff and in return 

repay the loans on time and avoid confiscation of their assets. Some scholars still argue that 

MFs do not have any impact on household income (Okurut et al, 2004: 5).  

 

If looked at from the poverty alleviation point of view, both men and women should be 

targeted at the same level in order to combat poverty at a sustainable and long term 

perspective (Okurut et al, 2004: 14). He continues to argue that MFs have enabled the low-

income people to access loans that were denied by bigger banks. Furthermore, MFIs act as a 

stepping stone for people who later become eligible to acquire bigger loans from bigger 

institutions (Okurut et al, 2004: 15). Another achievement of MFIs has the methodology used 

while lending, that is to say, targeting women and group lending and also reaching out to rural 

areas. Creation of employment has been yet another achievement by MFs which highly 

contributes to the improvement of household income. In spite of all the above mentioned 

achievements made by MFIs, there are still a lot of challenges to be addressed in the process 

of poverty alleviation.  

 

Even though the primary goal of the MFIs is to reduce poverty, results show that “so called 

economically active poor” are the ones that have been targeted to a large extent, as already 

mentioned above (Okurut et al, 2004: 16). The active poor are the ones that already are 

involved in businesses and are capable of repaying back the loans on time. The group is 

termed to as the core- poor by the MFIs and are assumed not to be able to repay back the 

loans therefore they are denied credit. Furthermore, MFIs are seen as business too and 

therefore MFIs targets the groups that will enable them make profits. Targeting the core poor 

is seen as non profitable therefore leaving them outside. Important issue to take into 

consideration is that if the microfinance does not really target the very poor, how will they 

improve their well being and livelihoods hence alleviate poverty? It is necessary to remember 

that the main target should be the very poor and how that improve and sustain their standards 
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of living. Terms under which the poor can access credit can also be a challenge, for example 

the interest rate, Okurut et al (2004: 19) continues to argue. The weekly repayment of the 

loans may be a hinder for the poor people, since they may not be able to pay on time or it 

depends on what type of investment they make and how long time it takes to get profits and 

then pay back. For example in the case of farmers or agriculturalists, it takes time to plant and 

harvest their produce and then sell off. Therefore the weekly payment may keep them off 

from getting credit in fear of not being able to bay back on time. This hinders the process of 

targeting the very poor as well as improving their livelihoods, hence stagnating poverty 

alleviation.  

For the policy recommendations Okurut et al (2004) recommends that MFIs should reach out 

to the rural and very poor, review interest rates and take into consideration what kind of 

products should be given to the poor or what kind of investments they should involve their 

selves into, however as already argued above by Montgomery (1996) rural areas have already 

been targeted but the key issue remaining is that the poorest of the poor are not the ones 

targeted. 

  

2.3 Summary of literature review: 

As we can see, all the above authors have quite similar positions when it comes to microcredit 

and its role into the livelihoods of people, and the overall similarity is that microcredit plays a 

key role in helping the poor improve their livelihoods however there are different paths taken 

by borrowers. Apart from seeing microcredit with the same lens, authors also have different 

perspectives regarding the role of microcredit to its borrowers. Some regard microcredit to be 

beneficial to the relatively poor, and others such as Coleman (1999) emphasize that success 

from microcredit depends on the type of investments made by borrowers. Overall one can say 

that strong household economies have greater chances of benefiting from microcredit as 

compared to weak household economies. The point is; can the poorest of the poor benefit 

from microcredit and in return improve and sustain their livelihoods? This will be highlighted 

in the findings below. 

 

 

 



14 
 

3 ANALYTICAL FRAMEWORK  

 

Regarding the theoretical approach, this study took its point of departure from the Sustainable 

Rural Livelihood framework (SRL). The Sustainable Rural Livelihood framework categorizes 

the “five core assets” upon which a livelihood is built. In order to live a sustainable 

livelihood, the Department for International Development (DFID) sheets (April 1999) 

highlight that one has to be able to reach these five asset namely; human capital, social 

capital, natural capital, physical and finally financial capital. In order to eradicate poverty and 

live sustainable livelihoods, individuals have to acquire the above assets. It is also important 

to note that these assets relate to each other, that is to say; acquiring a particular asset may 

lead to acquisition of another asset and so on. For example access to education or better skills 

(human capital) can lead to being accepted in a particular community being that one can well 

and highly respected based on their educational level or skills (social capital). The purpose 

was to find out how micro-credit can improve the livelihoods of rural women through 

achieving the above mentioned key assets of capital, since these assets are the center upon 

which livelihood is based, according to the Department for International Development (DFID) 

sustainable livelihood sheets, (1999). 
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Sustainable Rural Livelihood Framework 

 

 

 

 

 

 

Source: DFID April 1999 

 

 

3.1 Sustainability  

According to the Department for International Development (DFID) sheets (April 1999), 

livelihoods are considered whether they are sustainable based on the fact that they can pull 

themselves out of shock and stressful situations for example natural disasters. Furthermore, 

sustainable livelihoods should not depend on any external support as well be able to sustain 

output of natural resources on a long- term period.  

In terms of economic sustainability, livelihoods should be able to reach a certain level of 

income and also be able to maintain it over a long period of time. Complete sustainability 

cannot be achieved however the ultimate goal should be working towards complete 

sustainability.  
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3.2 Vulnerability  

In most cases, livelihoods lack control over vulnerability. It is further highlighted in the DFID 

sheets (1999) that in order for the poor livelihoods to be less vulnerable boost in their assets is 

needed. We can take an example of helping the poor gain more access to financial services; 

improve their knowledge and skill and so on…. While tackling the issue of vulnerability it is 

important to first and foremost study and understand the livelihoods before later identifying 

what they are most vulnerable to and what hinders them from achieving what they want or 

need. For example some may be most vulnerable to natural disasters whereas others in need 

of capital. So it is important to closely study their background in order to achieve better 

results.  

3.3 The five core assets  

In order to accomplish positive livelihoods, individuals need to gain different assets. It varies 

from different livelihood to others in how they consider themselves having acquired needed 

assets in order to live sustainable livelihood. That is to say; individuals that live in rural areas 

may consider themselves living a sustainable livelihood if they are in reach of only natural 

capital whereas individuals in urban areas or that do not fall in the category of the very poor 

may consider themselves leading a sustainable livelihood after acquiring at least three or more 

assets, as highlighted in the DFID sheets (April 1990).  

 

3.3.1 Human capital  

Human capital includes knowledge, skills, health, and capability to work or labor so that 

individuals can in return pursue better livelihoods. Though achieving human capital 

individuals can overcome poverty hence achieve sustainable livelihoods. For example a 

household with unhealthy members or less educated find these issues as having stagnated 

them into poverty; therefore they strive to overcome such problems as a way of fighting 

poverty in hope to live sustainable livelihoods. The human capital asset is also important in 

order to achieve the rest of the asset however it can also not function on its own, as it goes 

hand in hand with the other assets in order to achieve better outcomes or sustainable 

livelihoods.  
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According to the DFID sheets (April 1999) there are two different approaches under which 

the most vulnerable or the poorest of the poor can be led in order to improve their livelihoods. 

These two approaches are either “direct or indirect support.” First and foremost under the 

direct support the poor must be willing to invest human capital into them-selves. HOW? If 

any opportunity is present for education or skills improvement people should take the chance 

and participate. This could be for example attached to health wellbeing, improvement of 

agricultural skills and so on. When it comes to indirect support it is important that “sector 

programs” evaluate livelihoods to find out which ones are in desperate need of help, that is to 

say; the most vulnerable groups or households. These could be done for example through 

restructuring education, health and local institutions. In some cases the cultural norms have to 

be restructured as they can at times hinder certain individuals in the society such as women or 

girls from pursuing better livelihoods. For example in some areas girls are only to acquire 

education for a minimum period of time and later married off at a young age.  

In order to improve human capital, it is important to look at the key issues that need to be 

attended to.  

 

First and foremost, nutrition of children from different households is one important key issue. 

This implies that a follow up is necessary in order to find out whether they have access to 

enough and nutritious food daily. Furthermore, it is important to look at education; the quality 

of education, how far are the children enrolled in school. Some of the children drop out earlier 

due to lack of funds whereas others complete high school but with low quality education. A 

few have access to better and complete education, where they attend until college. Not only is 

the education or knowledge and skills necessary for children but also adults, as already 

mentioned above access to knowledge leads to better awareness and understanding of 

availability of new techniques for example for the people involved in agriculture. The quality 

of health services is also important to analyze while looking at the level of human capital for 

different households. Some have access to good medical services whereas others that belong 

to the very vulnerable groups or households struggle to acquire adequate medical services, 

which affect their human capital hence keeping them into poverty and leading poor 

livelihoods, as also stated in the DFID sheets (April 1999),  
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3.3.2 Social capital  

“In the context of sustainable livelihoods social capital is taken to mean the social resources 

upon which people draw in pursuit of their livelihood objectives” (April 1999). 

Theseobjectives can be pursued through connections with other individuals which can in 

return strengthen the relationship of working together hence increase access to more 

information or useful organizations. Social capital is important in a way that when people 

come together and have the common goals within their societies they are capable of forming 

new structures that later may lead to restructuring existing policies to new policies that are 

more usable and accessible by these individuals. Social capital can however affect some 

individuals negatively; for example people who do not have the ability to be involved in 

social groups end up being excluded. Furthermore, it could be difficult creating networks as 

some may have restrictions, for example a woman could be eliminated from joining a group 

(in case of borrowing credit) before fulfilling the requirements for borrowing however the 

positive part is that people within the same network may support each other in different ways.  

It is important to start at the local level in order to reach out to the vulnerable groups. This can 

be done for example through restructuring local institutions, both directly (improve people’s 

knowledge, improve availability of resources and educate local leaders) and indirectly for 

example, change in policies so that the environment is more conducive for all to operate in 

without any tough restrictions. It is important to take into consideration what paths to be taken 

in order to support a group as well as identifying the key indicators to a well functioning 

group. Presence of government structures at local level is also important for social capital.  

 

3.3.3 Natural capital  

Natural capital comprises of resources such as land, water, forests and so on. Natural capital 

and vulnerability context are also very close to each other in a way that many people are 

vulnerable to natural disasters such as droughts, floods, soil infertility and many others. 

Without natural capital individuals whose livelihoods depend on resource based activities 

(such as farming, mining, and etcetera) would suffer a lot, however natural capital is as 

important to everyone. Natural capital can be improved through establishing rules that govern 

and protect land owners, educating people about how the environment and resources can be 

protected.  
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3.3.4 Physical capital  

Physical capital includes of essential infrastructures and “producer goods” that are necessary 

to sustain livelihoods. This includes transport system, for example people should be able to 

move from one point to another or transport their produce to market. Another one is 

communication system, it is important to create a communication network in order to run a 

business as well as have adequate access to information. Within physical capital people 

should also have access to clean water as well as adequate housing facilities to live in. 

According to the DFID sheets (April 1999), absence of infrastructure is one of the 

contributors to poverty. For instance without market for farmers to sell their product they will 

end up into loss or without enough communication or information people will miss out on 

important information that could be necessary for livelihoods to develop. Furthermore, 

absence of physical capital (in particular infrastructures) may affect education, access to 

adequate medical care and so on.  

Direct provision of consumer goods, however it is stressed in the DFID sheets (April 1999) 

this method may/does lead to interdependence, meaning that people may never be able to 

supply for themselves and also may stagnate the restructuring of the present structures. 

Therefore in order to decrease vulnerability amongst the poor, better infrastructures should be 

put into place. It is important to keep in mind that the infrastructures put into place should 

meet the needs of the poor.  

 

3.3.5 Financial capital  

Financial resource is needed by the poor in order to improve their livelihoods. The presence 

of only financial capital does not guarantee that people’s well being will improve. For 

instance people need knowledge to run their businesses and market to sell off their products. 

There are also achievements that can be done by livelihoods without needing financial capital, 

for example awareness of human rights.  

In order to achieve the five key assets of capital, the environment in which they are pursued is 

important to take into consideration. In the sustainable rural livelihood approach, the meaning 

is that different livelihoods can be able to sustain themselves through achieving capital assets 

that are mentioned above in order to reach reasonable standards of living and that these 

livelihoods should be able to overcome stress and other life incapabilities, meaning a 

livelihood where the capital assets can be maintained or sustained (Krantz, 2001). In this 

study, it will be important to find out how rural women in Kakondo sub-county, Rakai 
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District Uganda acquire these assets by obtaining credits from the microfinance institutions 

and whether they can lead a sustainable livelihood.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



21 
 

4 METHOD AND METHODOLOGY  

 

This study took its point of departure from the inductive inference.  

The purpose was to find out how the livelihoods of the women in Kakondo sub-county, Rakai 

district Uganda are affected during the process, by accessing microcredit. I wanted to find out 

how the livelihoods of these women adjust along the process of acquiring microcredit; 

therefore this study took its point of departure from the qualitative research method. This is 

because the survey was based on few samples and therefore cannot be measured using the 

quantitative research method. For data collection, semi-structured interviews were conducted, 

which were conducted through telephone, with respondents from a women’s borrowing 

group, clients of BRAC microfinance in Kakondo sub-county, Rakai Disrict Uganda. A semi-

structured interview gives the respondent the opportunity to answer the questions based on 

their life experiences.  

The purpose why I chose to use interviews in this study was to get a clear and broader 

understanding of how microcredit can affect the livelihoods of the borrowers, in this case the 

women in Kakondo sub-county. I also chose to interview women from the same group so as 

to get a clear understanding of how the effect of microcredit on livelihoods differs from 

individual to individual, despite the fact that they all belonged to one borrowing group.  

 

4.1 Respondents  

Four respondents were included in this study that is say; women from the same group were 

interviewed. However it is important to note that the number of interviews was less which 

affected the quality of the results and this depended on the fact that there were limited 

resources. In order for the results and analysis to give a clear picture out of the interviews, I 

chose to specify the respondents’ overall background which includes their age, financial 

background, size of household and marital status. Furthermore, selection of my participants 

was done by a non-random sample. In this method which Biernacki and Waldorf (1979: 153) 

call “snow ball sampling”, a contact person provides the names of other potential respondents. 

In my study, a contact person who was also a borrower in the same group connected me to 

other women that were interviewed. The disadvantage with the snow ball sampling is that the 

contact person may choose respondents who share the same interest and ideas as herself. 

However the process was time saving, since I did not need to spend more time on looking for 
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appropriate respondents as well as less resources were invested into the process of locating 

potential respondents.  

4.2 Semi-structured interviews  

This study was also based on semi-structured interviews. Semi-structured interviews create a 

dialogue between the researcher and the respondent, and often entail open ended questions 

that are usually short (Creswell, 2014: 190). This allows the researcher to draw opinions from 

the respondents and on the other hand allows the respondents to openly give their views, 

which in return necessitated me to come up with additional spontaneous questions during the 

interviews. I had designed an interview guide that I purposely wanted to follow in order to 

keep and follow a structure during the interviews. The interview guide included questions (see 

annex) that concern the background of the respondents, that is to say; their income before 

becoming borrowers, adjustment in their livelihoods both positively and negatively (if there 

are any), and the aim with these questions was to obtain answers to the research question that 

would later be used in the analysis.  

 

4.3 Material  

The interview guide was based on my research problem as well as the purpose of this study 

(see annex). All respondents were asked the same questions however different additional 

questions came up in the middle of interviews depending on how the respondents had 

answered or expressed their views and opinions. I chose to conduct the interviews in the 

native language which is Luganda, since the respondents felt they would better express 

themselves and it is my native language as well. Sharing the same language not only 

necessitated me gain trust from the respondents but also enabled me to save time and 

resources in terms of money, since there was no need of a translator. All the notes that were 

taken during the interviews were translated into the working language, which is English; 

however the process was time consuming.  

In order to gain trust from the respondents, I initiated the interviews with simple questions 

like asking about the respondents’ name, what they do and then went on with other broader 

questions. It is however important to note that my interview guide has only been a support and 

not a template that I was compelled to follow.  
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4.4 Data collection  

Prior to the interviews my contact person chosen through contacting BRAC offices had 

gathered all contact information of all respondents. I thereafter contacted them to verify 

whether they were willing to take part in this study and also notified them of the details of the 

interviews, for example the duration, and we also confirmed what dates I would be contacting 

them again to carry out the interviews. All four interviews were successfully carried out on 

telephone; the amount of time spent on each interview varies since I chose to give the 

respondents all the time they needed in order to express themselves and also to get as much 

information as possible for the study. The disadvantage with the process was that it was costly 

to call since the respondents are in Uganda. During the interviews I took down notes however 

the disadvantage was that it interrupted the flow of the interview for example paying less 

attention to the respondent, as time is partially put on taking down notes.  

Besides the primary data that was collected through the interviews, secondary data was also 

collected through a desk study, which involved searching for academic journals about the 

topic, books and legitimate websites that possess the kind of information that was necessary 

for this study.  

 

4.5 Data analysis  

According to Creswell (2014: 195), analysis of data takes place during the course of the 

interviews. This implies that the researcher could analyse the data collected from previous 

interviews as the remaining interviews continue to take place. This includes arranging and 

structuring the notes taken from the interview, making it ready to be used in the final report. 

Therefore in this study too analysis of data started right after the first interview. After 

transcribing the interviews, I read carefully through the text to try to find cohesion and 

reliability in them. During this process, I related the answers from the respondents to the 

sustainable rural livelihood framework, SRL (asset for asset) to re-understand the context. 

Basing on the SRL framework I analysed the key aspects that the respondents had pointed out 

the most in relation to receiving microcredit. Out of the major aspects that the respondents 

had mentioned more frequently I was able to list out the variables that were later to be 

discussed in this study in relation to the five key concepts of the SRL framework, as also 

highlighted by Creswell (2014: 195).  
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4.6 Validity and Reliability  

In research, it is important to take into account the validity and reliability of the data that is 

being collected. According to Creswell (2014: 201), validity refers to the truthfulness within 

the data collected, whereas reliability specifies whether the researcher’s approach is 

dependable. It can occur that the respondents give the information that they assume the 

researcher wants to hear. Therefore it is difficult to rule out the validity and reliability of the 

information from the interviews however in order to come as close as possible to collecting 

accurate data; after structuring and transcribing the notes taken from the interviews I re- 

arranged and contacted the same respondents again, going through the material that I had 

structured with them in order to find out whether I can rely on that Data for writing the final 

report. The disadvantage with the process is that it is time consuming apart from being costly.  

 

4.7 Ethical considerations  

In social science research, it is important to take into account the principles of research ethics. 

Research requirements mean that research has to focus on key issues in the society, (George 

and Bennett, 2005: 263). Therefore it is crucial to take into consideration the ethical matters 

that the researcher is most likely to encounter during the research process, as a way of 

protecting the respondents involved in the study (Creswell, 2014: 92). In this study, before 

proceeding with the interview all participants were well informed of the purpose of this study 

and they were also treated equally throughout the interviews. With their approval, I was able 

to include their names and their backgrounds in general. Ethical considerations allow the 

researcher to gain trust from the respondents and apply to all forms of researches, that is to 

say, qualitative, quantitative as well as mixed methods (Creswell, 2014: 92).  

 

4.8 Limitations and delimitations  

The study is delimited to one specific sub-county, based on the fact that there is already 

extensive study that has been done on this topic. Given that only one sub-county was looked 

at, the results cannot be assumed to be ruled out to be applicable to other parts of the country. 

The role and effectiveness of microfinance credit may vary from borrower to borrower. The 

amount of time to conduct the interviews and analyze them was also limited, which lead to 

acquiring less information than needed.  

Furthermore, since primary data was collected through telephone interviews, there was a risk 

that it would not be accurate and on the other hand, secondary data had already gone through 
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different hands, so there was a risk that it would neither be accurate. It was also difficult to 

rule out the results accurate since the study was only based on a few interviews, therefore one 

cannot rule out the overall effect of microfinance institutions based only this study. Another 

limitation was that even though the interviewees were given the opportunity to say whatever 

they wanted about the topic and questions, they still held back on answering fully, which may 

depend on the fact that the interviews were on telephone therefore there is lack of trust and 

openness. This greatly affected the amount of information needed in order to assess the effect 

of microfinance institutions on poor livelihoods. It is important to note that the aim was to 

shade light on the process of how a microcredit can change livelihoods.  
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5. RESULTS AND DISCUSSION 

  

According to Duvendack et al (2011: 14), microfinance has both positive and negative effects. 

Furthermore, Duvendack et al (2011: 75) stresses the fact that there is less research done on 

the question of the impact of microfinance. In this case he means that it should be clear what 

kind of individuals the research is conducted on, as well as areas where the research is done 

and also the indication of the circumstances under which the research is done is as crucial.  

In this study, the aim was to find out whether microcredit can impact the livelihoods and 

decrease vulnerability among the women in Kakondo sub-county hence achieve sustainability. 

Based on the results from the interviews, both positive and negative impact indicators came 

up amongst the borrowers which included economic, social and empowerment as also 

highlighted by Duvendack et al (2011: 12). However on the other hand, the degree of impact 

(whether positive or negative) varied from borrower to borrower albeit they all belonged to 

the same borrowing group. This partially depended on the background of the borrowers as 

individuals outside the group.  

 

5.1 Who are eligible?  

It is believed that microcredit should be directed to the poor people and Stewart (2010) 

describes the poor as vulnerable households. This brings into question what criteria should be 

fulfilled in order to be eligible to acquire microcredit. According to the results from the 

borrowers interviewed in Kakondo sub-county Rakai district Uganda, the first and foremost 

criterion was to belong to a certain borrowing group. As group borrowers women can borrow 

up to 134 USD as starting amount and can increase the amount after paying off on time. A 

weekly payment of about 5USD is a must, which means that in order to get credit one has to 

have a legitimate source of income which has to be approved by the microfinance institution, 

in this case BRAC. In order to be accepted in a group one has to own some assets which are 

seen as security in order a given individual could fail to pay back the loan on time. According 

to the borrowers interviewed, assets that one can possess include land, houses, bicycles, 

motorcycles, sewing machines, animals such as cows, pigs and so on…..The kind of assets 

one should possess depends on how much money they want to borrow. The higher the amount 

of money, the more value the assets should have. This criterion brings us back to question of 

whether microcredit really reaches the presumed target group, the absolute poor. Based on 
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this study, the target group was assumed to be the vulnerable and poorest individuals however 

based on the results from the interviews, it is obvious that the target group here included 

women that already had some kind of source of income and already had the capability of 

coping with poverty. However, having stated that, this does not mean that these women who 

have access to microcredit are ruled out to be capable to sustain their livelihoods on a long 

term perspective. They could still be vulnerable to different shocks. All women that were 

interviewed happened to have a source of income or own some assets before becoming BRAC 

members, therefore based on the fact that there are various criteria to follow, microcredit does 

not impact all borrowers in a positive way, as also stressed by Duvendack (2011).  

 

5.2  Background of borrowers  

All women involved in microcredit had different backgrounds especially economically and 

this factor greatly influence the outcome of their livelihoods after taking microcredit, as will 

be highlighted later in this chapter. This could have a major influence on how borrowers 

perform after acquiring the credit, for example women with good economic background 

perform better than those with a poor economic background, as also highlighted by 

Duvendack et al (2011: 162). An example is that from one of the borrowers I interviewed.  

 

Before applying for a BRAC loan, this borrower A’s financial background was relatively ok, 

being that she and her husband owned a small business, a small retail shop which enabled her 

to pay back on a weekly basis without delay.  

Borrower A used the loan to buy a plot of land and on the second round of borrowing she got 

seven hundred thousand Ugandan shillings (USD $270) which she used to buy building 

materials and third round of borrowing she started the construction work of her house, which 

was completed on the fourth round of borrowing one point three million Uganda shillings. 

Basically her purpose of borrowing the money was to be able to build a house, which she did, 

using the small business as security for the weekly payment, and she says it functioned as 

expected. She was married with four children and they were all able to go to school. 

Generally, She expressed that she lives a sustainable life indicating that she can get reach of 

all needs and able to send her children to school, thanks to the loan and her business, and now 

owning a house. She was also grateful that her husband could let her take the loan.  
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Borrower A had a stable source of income which can be related to financial capital however 

as a result of  borrowing, she did not expand her business rather invested the money in 

building a house. If looked at from the lens of positive achievements, this borrower managed 

to achieve physical capital in form of housing facility however her small and unexpanded 

business still at risk of financial shocks.  

We can see that this borrower does not exactly fall in the category of the “very poor”, being 

that she had a stable source of income before and her children were able to go to school. In 

this case we can furthermore note that at times husbands play a key role in supporting women 

into improving the well being of their families; however this does not mean that all men are at 

the same page when it comes to this issue. As was already argued above, some men take the 

money away from the women for their own use, leaving the women with a huge burden of 

paying off the loan.  

The question is whether borrower A’s livelihood can be ruled out to be sustainable after 

borrowing for a period of two years? According to the SRL sheets (April 1999), there is no 

complete sustainability therefore one cannot rule out whether the livelihood of the above is 

sustainable. However on the other hand the ultimate aim is to get as close as possible to 

pursuing a sustainable livelihood, and this way an individual should be able to survive various 

shocks and also be able to obtain a certain level of income as well as maintaining it. In other 

words, this borrower is not using credit to expand her already existing business but to rather 

build security for the already existing business and ensure a stable household economy. 

Here the financial capital plays a key role, for example the kind of businesses or sources of 

income the borrowers own also play a key role on how one can sustain and gain from their 

microcredit. At times the businesses available may be vulnerable and can easily perish, 

whereas in some cases these businesses can prove to be a great security for sustainability. 

Another example is the borrower below, who also does not fall in the category of the “very 

poor”.  
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This borrower B is a widow and a mother of three children that are all in secondary school. 

She owns assets like a car and rental houses. Besides that, this borrower is also a chair person 

at the sub-county level. She says being that her children are all in secondary school the 

amount of school fees is high therefore she needed more financial support in order to keep up 

with the situation. “My children mean everything to me and I have always wanted to give 

them the best education in order for them to succeed in the future”, says borrower B who 

sends her three children to some of the top boarding schools in the country. She contends that 

without BRAC she would not have been able to achieve this with only her monthly salary as a 

civil servant and the income from her rental houses. Borrower B adds that the situation was 

easier when her husband was still alive but since his death she has to raise the children all 

alone, therefore taking additional financial support to cope with the situation. She also 

happens to be the chair person of this group of women that I interviewed.   

 

In this case, we can tell that this borrower’s financial background is quite different from the 

first borrower. Depending on what she does and the amount of assets she owns, it is easier for 

her to survive any kind of shocks compared to borrower number one. Furthermore, her kind of 

assets for example rental houses are those that less vulnerable to perish, therefore relatively 

good security for her hence a sustainable livelihood. The underlying reason as to why 

borrower B finds credit a success is that besides her involvement in other activities, credit acts 

as the helping hand for her to provide the adequate education for her children, which if looked 

at from a long term perspective if great achievement of human capital for the children hence 

preparing them for better job opportunities. The win –win. However on the other hand, I 

interviewed a borrower with a different financial background.  
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Borrower C is a single mother without a stable business on side but majorly depends on 

farming. She invested the first loan of three hundred thousand Ugandan shillings (USD 115$) 

in growing tomatoes and was successful. She then went for the second loan of seven hundred 

thousand shillings which unfortunately was not as successful as the first one. The problem 

was that she failed to pay the weekly payment as a result of not having a stable daily income 

that would enable her to pay back on time, which resulted into selling some of her assets by 

the group members. She was later suspended from the group due to insecurity of not being 

able to pay back on time. Borrower C narrates that her source of income at the time was 

cutting and selling “straw grass” and due to the hot season, there was no grass to cut and sell, 

leaving her with no money to repay her loan. To make matters worse, the motorcycle that was 

confiscated by the group members belonged to her oldest son.  

 

In this case, this borrower ended up in a situation that is worse than even before she acquired 

the loan. Neither was it easier for the group members to go through with process of selling her 

belongings. It is important to note that borrowers seem need a stable income on the side in 

order for them to be able to pay off their loans. However the question is; if microfinance loan 

is intended to uplifting people out of poverty, how do the very poor fit in regarding this 

situation? Do microfinance loans really contribute to the improvement of livelihoods or do 

these loans even make matters worse? Who benefits? All these questions will be discussed 

later.  

 

Borrower D, unlike the above borrowers she partially invested in poultry farming: 

 

This borrower D invested in education, and farming in particular poultry. Before borrowing 

she depended on seasonal farming that is to say; growing and selling food crops. Because of 

her current economic success, she was appointed to being the group leader of women in her 

group and on top of that was also elected women counselor of her municipality. “Because of 

my successfulness I was recognized in the area, which gave me the courage to run for the post 

of women councilor in this municipality”, narrates borrower D. She adds that at this point she 

is able to pay off her children’s school fees on time.   

 

From borrower C we can tell that success out of micro-credit improves social capital. 

However on the contrary, one can say that the least successful borrowers have less chances of 
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acquiring social status. That could also depend on how social capital is perceived as well as its 

benefits in the lives of the borrowers. Based on this study being that all borrowers were group 

borrowers, it is evident that the social lives of all borrowers changed, being that they are 

involved in that social circle. Among other benefits these borrowers receive are for example 

cheap medical supplies such as malaria drugs, education about family planning and so on. In 

other words all these borrowers benefit from their social involved through micro-credit 

however the social benefit/status achieved varies from individual to individual. 

 

Based on the interviews above, the people that already have existing businesses or supporting 

husbands are the ones that managed to pay off their loans on time and also continued taking 

out new loans. This brings the sustainability part into focus; whether these borrowers will be 

able to continue doing so, or their investments will be able to help them live a sustainable 

livelihood. Depending on what types of businesses they do for example retail shops, some 

borrowers are likely to fall back into absolute poverty, for example if a business could 

collapse or in case of farmers if the season could go bad for them (in case of natural disaster 

such as droughts and floods) or poor market and prices.  

 

5.2.1 Possession of stable source of income as security  

In order to pursue sustainable livelihoods, all the five core assets go hand in hand however 

some of these assets are the foundation of the other. For example when it comes to how these 

women invested the loans taken, financial capital was of great importance in the first place 

(which was the credit), followed by human capital in particular knowledge and skills of how 

to invest the money acquired through microcredit. Without adequate knowledge and skills the 

borrower ends up failing hence unable to pay back the credit as we have seen in the case of 

the above borrower.  

Furthermore, results from the interviews show that three of the borrowers invest in school 

fees, which is understandable however in order for one to be able to grow and sustain 

themselves on a long term basis there is need to invest in something that ensures economic 

sustainability, hence growth which in return contributes to sustainable livelihoods. From my 

point of view and based on the above results from the interviews, it depends on the kind of 

investments (besides what kind of source of income available on loan acquirement) why 

people fail and why they fall back into absolute poverty. Women that invest in retail 

businesses tend to have the ability of paying off the credit on a weekly basis while women 
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that invest in agricultural activities such as tomato farmers have a hard time catching up with 

weekly repayments.  

Some borrowers were very vulnerable before borrowing but they reached that stage where 

they can sustain themselves and are able to face any possible shocks or stress. Furthermore, 

they became economically independent. However others are not at the level of sustainability, 

meaning that they still can be hit with shocks and possibly fall back in the vulnerability state.  

 

5.3 Impact of microfinance on livelihoods  

According to Stewart (2010), the impact of microfinance is determined by the increase in 

income however he continues to highlight that the changes in income level should not be the 

only determinant of positive impact and this does not necessarily mean that the higher the 

income, the more poverty is reduced. As observed from the interviews, women spent their 

credit in different ways. The impact of microcredit on borrowers pretty much depends on how 

they spent their credit, as also stressed by Stewart (2010) and Rosenberg (2010). Below I will 

elaborate both positive and negative impacts of microcredit on the livelihoods of the women 

in Kakondo sub-county, which will also bring into light how they spent their credit.  

 

5.3.1 Positive impacts  

Depending on how the women invested the credit acquired, positive impacts vary from 

individual to individual. Below I present the most experienced positive impacts depending on 

the results from the respondents that took part in this study. The key impacts include women 

empowerment, access to raw materials, increased borrowing and increase in social status.  

 

5.3.1.1 Women empowerment  

According to Lakwo (2006), there are different opinions about how microfinance really 

affects women in terms of empowerment. Some contend that microfinance really empowers 

women in different aspects whereas others still argue that they do not really empower women 

but rather encourages them to improve their gender relations in the societies they live in, as 

also argued by Lakwo (2006: 1). Lakwo argues that it is important to take into account what 

the concept of empowerment carries. He takes his point of departure through the lens of the 

Sustainable Livelihood Approach (SLA) and argues that women empowerment goes from 

“development for women to women with development” (Lakwo, 2006: 45). The sustainable 

livelihood approach creates a deeper understanding on what interlinks there is between 
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empowerment and microfinance, for example through acquiring microcredit the women are 

able to pursue sustainable livelihoods by achieving some of the core assets hence 

empowerment. Besides thinking of empowerment being the gateway of women from poverty, 

it should be highly considered to be a tool for gender equality. This way development and 

poverty reduction amongst the female population could be highly achieved. In other words, 

there should be change in the social structure, (Lakwo, 2006: 47).  

 

It is important to bring into light what really empowerment means before digging further into 

this topic. Lakwo (2006: 49) defines empowerment as “The processes and outcomes of 

women’s struggle in changing their livelihood endowment (well-being) and entitlement status, 

individually and collectively, against hitherto gendered livelihood practices that 

disadvantaged them”. Through changing their well being (for example economically), some  

of the women interviewed in Kakondo sub- County managed to climb up in the political 

arena, which is also an indicator of improvement in social capital.  

Through microfinance women have been able to improve their income, leading to “economic 

empowerment, increased well being for women and their families as well as wider social and 

political empowerment”, argues Mayuox (2006: 1). By targeting both men and women this 

has led to increased gender equality. It is indisputable that microfinance has in some cases 

encouraged gender empowerment however this normally occurs where “gender” is put into 

focus. This implies that microfinance services should put gender into focus in order to avoid 

gender inequality and empower women.  

When we talk about empowerment there are key aspects to take into consideration, that is to 

say; areas that are most important for women to be empowered. First and foremost there is 

economic empowerment; here the women should be able to take care of their finances 

including the loans that they have accessed. Furthermore, they should be able to make their 

own decisions without being influenced by anyone else for example their husbands or 

relatives. With adequate use of these loans or credit, they should be able to run micro 

enterprises and improve their economic status, hence boosting their wellbeing and livelihoods 

(this includes children wellbeing as well). Secondly, political and social empowerment also 

may come along in the process. How? Through being involved socially in the community, 

women get access to the political platform and influence decisions around gender relations. 

This gives a higher status to women hence being more respected in the community .This 

borrower is a single mother of five children that are all in secondary schools or above. She has 

been a BRAC borrower for four years now and since then she has been successful.  
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It is important to note that women involvement in microfinance programs and access to 

financial assistance does not necessarily imply that women are empowered. Many women that 

are today involved in such programs are still disempowered in many aspects, for example 

politically, socially or even at household level. Some of the loans that are acquired by women 

are at times if not most of the times taken over or controlled by their husbands or close 

relatives, in this case empowerment is absent.  

 

Mayoux (2006: 10) continues to contend that economic empowerment differs a lot among the 

women that take part in these loans. It is undeniable that a significant number of women that 

are poor or even fall under the category of very poor have been able to pull themselves out of 

poverty as seen from above interviewed borrowers, however on the other hand most women 

are stuck at some level (a level where they neither are absolutely poor nor improve their 

livelihoods during the course of the years, in other words they are stagnant). The underlying 

reason why most women fail to prosper is as already mentioned earlier that women acquire 

loans and invest in wrong businesses or into their husband’s existing businesses. At the end of 

the day these women do not make enough profit or even fail to pay off the credit. Mayoux 

(2006: 10) continues to argue that women investment is at times hindered by gender 

inequalities being that women are not able to invest in some activities that are presumably 

meant to be for men, putting a limitation on the number of activities that can be done.  

When it comes to wellbeing and household improvement, many women do not deny that they 

have been able to improve their standards of living and livelihoods thanks be to these loans. 

Women have been able to contribute to the well being of the household such as providing 

food for their households, paying school dues for their children and so forth. Not only that, 

but also been able to create savings giving them economic security in their household.  

On the other hand, Okurut et al (2004: 14), argues that MFs have a negative impact on gender 

empowerment for example that some women do not have full control over the loans 

especially married women. In various cases men tend to take over the loans that were 

acquired by the women and at the end of the day repayment sat on the shoulders of women. 

Results from the interviews differs from Okurut’s (2004: 14) argument in a sense that at least 

the women who had their husbands involved had total consent from their husbands and also 

used the loans without any hinders. However it is important to note that conclusions about 

how much the husbands interfere cannot be drawn depending on the fact that few interviews 

were conducted. It is important to take into consideration the indicators of empowerment 

which include; joint decision making, political awareness, and ownership of assets and so on. 
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The question of empowerment pretty much depends on the scale of the outcome, that is to 

say; there should be “enough” empirical evidence indicating how much women have been 

uplifted with the help of MFIs. Women are highly targeted by microfinance loans due to the 

perception that they are the most disadvantaged in society compared to men. However based 

on the women interviewed in this study, women that took part in BRAC microfinance did not 

consider themselves less privileged but saw microcredit as an opportunity to improve their 

families’ livelihoods, with or without the involvement of their husbands.  Other opportunities 

that came along the way such as gaining social status in the community were a huge bonus. 

Therefore women are targeted to improve their economic status and also enable them take 

care of the household and family requirements.  

 

5.3.1.2 Increased borrowing  

For borrowers who succeed on the first round of borrowing, it was observed that they got the 

opportunity of re-borrowing higher amounts of credit. Rosenberg (2010) argues that repeated 

borrowing does not necessarily mean that the borrower gains, since it depends on what and 

how they spend the credit. However on the other hand, based on the interviewed borrowers, it 

depends on what they deem most important and that is what they spend their credit on (for 

example children’s education, health emergencies, assets as cars and so on), given the fact 

that they have a stable source of income that can enable them repay on time. On the contrary, 

it is unclear whether these kinds of investments made by borrowers enables them sustain their 

livelihoods and escape shocks on a long term basis. This case is difficult to rule out since the 

borrowers interviewed had only been active in at least two years, which is a short period of 

time therefore not possible to draw conclusions on this matter, hence necessary to improve 

knowledge and skills before investing or even borrowing in order to achieve long term 

sustainability of livelihoods.  

 

5.3.1.3 Access to raw materials  

It is assumed that microfinance institutions offer financial services only in form of loans 

however there are other channels through which borrowers acquire financial assistance. In the 

case of the women from Kakondo sub-county in Rakai district, some of them have the 

opportunity of acquiring raw materials such as seeds and pesticides from BRAC at convenient 

prices. This enables borrowers to get the opportunity of improving their economic wellbeing 

through involving themselves into agriculture. However on the other hand, some of the 
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borrowers interviewed state that most of the time the seeds supplied by BRAC are of poor 

quality and that they are easily affected by seasonal changes as well as pests hence leading to 

heavy losses, which takes us back to the point that without a stable economic household it is 

difficult to fully achieve from microcredit. Furthermore, if a borrower does not possess 

enough land for agricultural activities, the seeds provided will not be important. Therefore 

there are many aspects to consider in order to attain positive results.  

 

5.3.1.4 Increase in social status  

With social status, researchers such as Duvendack et al (2011: 40) denote overall living 

standards and indicators of improvement include “school enrollment, nutritional status, 

vulnerability to shocks, social capital” and others. Given the fact that almost all of the 

borrowers interviewed in this study partially invested in education as well as accumulated 

assets strengthens Duvendack’s point. Given the point of education enrollment, it is 

questionable whether mere enrollment is enough to rule out education as success OR, whether 

the quality and length of education matters, if we are to consider long term achievements 

hence sustainability of livelihoods. Depending on the results from the interviews, only few of 

those who sent their children to school managed to send them to good schools, while others 

sent them to local village schools. This depends on the fact that not all borrowers have access 

to acquiring larger sums of credit, since quality education is expensive. It also depends on 

how one measures the quality of education for that matter. Furthermore, there is not enough 

evidence to suggest that women who invest in their children’s education gain on a long term 

basis, since borrowers involved in this study have not been active for more than two years. In 

order to get a clear view regarding the point of education, a larger sample on borrowers that 

have been active for at least six years is needed. However on the other hand, if speculations of 

education turn out to be positive in the long run, then one could be looking at decrease in 

poverty in a long term perspective. HOW? This depends on the fact that children from such 

families have a higher chance of acquiring better and stable jobs if they happen to be well 

educated, however this does not mean that all educated people turn out to have successful and 

stable jobs, as unemployment level is still high in the country as a whole. Returning to the 

point of vulnerability to shocks, borrowers happen to do fine in terms of rescuing themselves 

from shocks by borrowing for example when there has been death in the family however, this 

does not secure them from further shocks in the future. A few of the women interviewed in 

Kakondo sub-county managed to strengthen their existing businesses by investing the credit, 
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which enlarged their business resources hence more profits and income. This kind of 

investment shades a picture of a brighter future as compared to credits taken to solve family 

matters as death. With position of such a business there is a possibility of overcoming shocks 

on a more sustainable level.  

 

5.3.2 Negative impacts  

Based on the evidence from the interviews, not all women borrowers in Kakondo sub-county 

managed to succeed after acquiring microfinance credit. As already highlighted above, failure 

of achieving positive impact partially depends on poor knowledge and skills on how to invest. 

However on the other hand, as pointed out by almost all borrowers that were interviewed, the 

interest rates are too high, leading to some of the women to drop out or even get their assets 

confiscated due to failure of payment. Borrowers contended that it would be a lot easier if 

payment period was moved from weekly to monthly, as one could have enough time to earn 

the money for repayment. So if such circumstances happen to someone with a very tight level 

of income, they end up dropping out. Unless there is evidence that suggests success after 

monthly instead of weekly payments, it is irrelevant to rule out that such adjustments would 

enable borrowers to achieve positive impacts from microfinance, hence leading to sustainable 

livelihoods.  
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6. CONCLUSION AND RECOMMENDATIONS  

 

This study was aimed at highlighting how microfinance impacts the livelihoods of women in 

Kakondo sub-county Rakai District. In order to assess impacts it requires a wide range of 

outcomes however in this study the outcomes are few which makes it difficult to draw 

conclusions, as also argued by Duvendack et al (2011: 14).  

The results illustrate both positive and negative impacts, which was expected however, it is 

also evident that the group of women in Kakondo sub-county involved in microfinance do not 

fall under the category of the “very poor”. Based on the fact that all women were relatively 

better off makes them to fall in the category of relative poor. As already mentioned above, 

one can conclude that the very poor are left out, which leaves the question of “how and if the 

“very poor” can at some point benefit from microfinance”?  

Regarding whether microfinance impacts livelihoods in terms of sustainability and 

overcoming vulnerability, it is irrelevant to rule out, though these women showed signs of 

improvement for example education enrollment, accumulation of assets, expanding businesses 

however based on the fact that these women had only been active for the period of two years 

makes it impossible to rule out whether they can sustain themselves on a long term 

perspective. One can say that microfinance enables these women cope with poverty, as also 

argued by Rosenberg (2010). So one could conclude by say that microfinance has a positive 

impact and does improve the livelihoods of women in Kakondo sub-county however to a 

certain degree. 

 

6.1 Recommendations  

Based on the above findings, it is evident that in order to achieve from microcredit, the 

borrower has to possess a stable household economy otherwise it is difficult for unstable 

household economies to pay off the credit on time, leading to more financial disasters. 

Furthermore, the higher the value adding of the investment, the higher the probability of 

success, that is to say, borrowers should invest in stable businesses that will yield profits for 

example investing in poultry rather that growing tomatoes. As seen from the above cases, 

tomatoes face a high risk of natural disasters such as droughts while poultry can easily be 

managed, hence profits. Last but not least, borrowers holding high public positions are more 

likely to succeed compared to borrowers on the other side.  
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Therefore the question still stands, do the poorest of the poor have a chance of achieving from 

microcredit, since it is not easy for them to possess the above three recommendation?  
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8 APPENDICES  

Appendix 1: interview guide  

 

General family background that is to say; size of the family, marital status, economic 

background.  

 What is your marital status?  

 How many children do you have?  

 Are there any additional members to your family apart from your children?  

 How many of your children are enrolled in school?  

 What is the main source of income for your family?  

 

Duration of time in the process of borrowing:  

 When did you become a member of Brac microfinance?  

 How many times have you borrowed so far?  

 How much money did you receive at each time of borrowing?  

 

How much is the weekly payment and what is the interest rate?  

 

What types of investments were made at each round of borrowing?  

 

Are there any significant improvements since acquisition of credit (Positive impacts)? 

  

What are the negative outcomes of being a BRAC borrower (negative impacts)? 

 

Is there anything that could be done differently in the process of borrowing? 
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