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Abstract 

 

Microfinance has created significant changes in the livelihoods of rural women in Rwanda. This 

study sought to assess the role of microfinance on rural women empowerment and to identify the 

challenges faced by rural women to access microfinance services. The study used both 

qualitative and quantitative data from both primary and secondary data sources. Data were 

collected using structured questionnaires that were administered to a sample of 75 women s’ 

heads via person-to-person interviews. The survey questionnaire covered demographic and 

socio-economic characteristics of the women s’ households. The survey sample included 

participants and non-participants in microfinance services. Secondary data sources were also 

used to this study. Descriptive statistics was used to describe the socio–economic and 

demographic characteristics of women Respondents. The result shows that out of 75 rural 

women interviewed, 32 (43%) women had access to microfinance services while 43 (57 %) had 

not participated in microfinance services. The result shows also the collateral requirement from 

the formal and informal lenders in the study areas was an important feature limiting rural women 

to access microfinance services. Results reveal also that women who participated in 

microfinance services had increased their livelihoods. The study thus recommends that the 

microfinance institutions should extend credit to rural women because this constitutes the best 

strategy to economic development and to escape poverty in Rwanda. The government, donors, 

development practitioners and research institutions must work together closely to identify future 

potential of emerging microfinance institutions in rural areas. 
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1. Introduction 

 

Microfinance industry, which has a long history in Africa, has experienced high growth in recent 

years and is becoming an important driver in the development of the economies continues to play 

a key role as a grassroots financial tool. In Rwanda, microfinance services have become an 

important approach for poverty reduction. A central goal of many microfinance institutions is to 

empower women and promote gender equality by elevating women’s status in household 
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decision making. The expansion of microfinance since the 1990s in Rwanda has significantly 

increased women’s access to facilities for small loans and savings. This increased access to 

microfinance has been seen as contributing not only to poverty reduction and financial 

sustainability, but also to economic, social and political empowerment for women themselves, 

thereby addressing goals of gender equality and empowerment (Oxfam, 2015). 

 

In Rwanda, Microfinance institutions have been successful in providing financial services to the 

people who may normally not qualify for loans from the banks and other financial institutions. 

The loans provided by the MFIs have had great effect on women livelihood since they are able to 

raise their income. Therefore, access to credit to vulnerable household and especially to women 

is a big problem in rural areas. Mobilizing funds to the rural area where it is needed most is very 

difficult. The microfinance is mostly concentrated around big cities and they are not very well 

represented in rural area. Microfinance institutions in Rwanda have been quite creative in 

developing products and services that avoid barriers that have traditionally kept rural women 

from accessing formal financial services such as collateral requirements.   

Therefore, despite the effort made by the Government of Rwanda to women’s empowerment, 

they still have limitation to access financial services in rural areas. However, both governmental 

and non-governmental organizations should guide the development of new strategies that can 

enhance women empowerment in rural areas by encouraging Banks and Microfinance 

Institutions to provide credit to women in order to improve their livelihoods.  

 

2. Objectives 

 

1. To assess the contribution of microfinance on rural women empowerment in Rwanda 

2. To identify the challenges faced by rural women to access microfinance services in 

Rwanda. 

 

3. Literature Review 
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Several studies show that access to microfinance contributes to poverty reduction, particularly 

for women participants, and to overall poverty reduction at the village level and the participation 

in microfinance services by poor women can lead to the economic empowerment enable them to 

make economic contributions to their families, which leads to greater control over household 

resources such as income and assets (Gaiha and Ganesh , 2006; Littlefield et al. , 2003).  

 

Hoque and Itohara (2009) explain women empowerment as looking at five principles which are 

welfare, access, awareness-raising, participation and control. The authors stated the 

level of having welfare benefits of women, level of equality of access to resources such as 

educational opportunities, land and credit is essential for women to make meaningful progress, 

gender role or gender inequalities from inherent structural and institutional discrimination, 

women participation in decision-making process and mobilization of women and women’s 

control over loans to manage in their ways. Microfinance is contributing to women for creating 

self-employment and income generating activities for increasing their livelihood (Hoque and 

Itohara, 2008). According to Morduch ( 1998) , an increased economic empowerment will lead 

to the increased well-being of women and also to social and even political empowerment. 

Microfinance involves credit, savings and insurance and remittance to meet the needs of rural 

women. It is generally agreed that microfinance institutions (MFIs) have the potential to 

empower women in rural areas through microcredit and related financial services.  Microfinance 

covers a package of financial services including loans, savings, insurance, leasing, transfers and 

social intermediation provided by formal, semi-formal and informal institutions (IFAD 2011). 

  

4. Overview of Microfinance Sector in Rwanda  

 

The microfinance sector in Rwanda contributes significantly to the provision of basic financial 

services. About 80 percent of the households holding an account in a financial institution are 

serviced by the People’s Bank network, a microfinance organization (Rusagara, 2008).  

However, the reach of other MFIs remains limited, and most of them are fully stretched in the 

use of their resources. To access additional resources, MFIs could seek refinancing from the 
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banking sector, which is likely to prove a more sustainable source of funding than donors 

(Habyarimana, 2005).   

Microfinance activities in Rwanda started in 1990. In 2002 and 2003, the National Bank of 

Rwanda introduced two regulations: the first was governing microfinance activities in general, 

while the second was specific to the activities of SACCOs. After 2003, there was a proliferation 

of MFIs operating without professionalism.  They opened counters throughout the country while 

using the deposits collected for their expenses instead of the preliminary paid up capital.  By the 

end of 2005, one important MFI was not able to repay deposits. Subsequently, eight other MFIs 

were closed by the Central Bank in June 2006 ( Minecofin, 2007).  In order to encourage the 

microfinance sector, the Government took the decision to reimburse 50 percent of deposits in 

MFIs, which represented 1.5 billion Rwandan francs (Rwf) as the deposits were estimated at 

3.034 billion Rwandan francs. The balance of deposits would be covered by the reimbursement 

from loans granted to the closed MFIs (NBR, 2010). Although the district authorities were 

sensitized on the need to cooperate with the liquidators to recover the loans granted by the closed 

MFIs as well as by the intervention of the General Prosecutor, the recovery rate is still very low  

(Rusagara, 2008).  

In September 2006, the Government adopted the National Microfinance Policy with a 

recommendation to the National Bank of Rwanda to put in place a legal and regulatory 

framework for the microfinance sector, with the ultimate objective of contributing to social and 

economic development in both rural and urban areas. The National Policy recognizes the 

microfinance sector as a key instrument for poverty reduction through the strengthening of the 

private sector, diversifying investment, generating employment and diversifying rural sources of 

income ( Murgatroyd et al, 2007). 

Recently, in Rwanda, microfinance has gained much popularity as a development strategy to 

combat poverty. The financial sector strategy in Rwanda focuses on four areas that are intended 

to develop the financial system: Banking and access to credit, long-term finance and capital 

markets, contractual savings regulation, and payment systems (Niyonsenga et al.2007).  

Microfinance institutions and commercial banks played an important role in developing the 

provision of strong financial support services at all levels especially on women empowerment.  
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Methodology 

For this paper, we used both primary and secondary data. The study was conducted in 

Nyamagabe District which is one of eight districts that make up Rwanda’s Southern Province. 

Data was collected using structured questionnaires that were administered to the sample of rural 

women s’ heads via person-interviews. The primary data were collect from a stratified multistage 

sample of 75 rural women located in Nyamagabe District, Rwanda. 

 

Brief profile of Nyamagabe District 

 

The study was conducted in Nyamagabe District is situated in the South Province of Rwanda. 

This District is divided into 17 Sectors. The district lies between Huye and Cyangugu in the 

South-West of Rwanda. It also contains the eastern half of Nyungwe Forest, a popular tourist 

destination, being one of the last remaining forest areas of Rwanda and home to chimpanzees 

and many other species of primates (www.minaloc.gov.rw). In Nyamagabe District agriculture is 

the main activities in the district where smallholder farming dominates the overall economy. 

Farming system is undermined by continuing land fragmentation as a result of land acquisition 

system. The major crops grown are banana, beans, maize, sweet potato, cassava, sorghum and 

coffee which are the Rwandan’s major cash crops. In Rwanda and especially in Nyamagabe 

District, many commercial banks, microfinance Institutions, Savings and Credit Cooperatives 

(SACCOs) are located in the urban areas and few are found in the rural areas. 

 

3. Results  and  Discussion 
 

Descriptive Analysis  

3.1. Socio-economic characteristics of rural women in Nyamagabe District 

Table 1: Characteristics of Women in Nyamababe District N=75 

Variables  N=75 Frequency Percent 



 
 

7 
www.ssijmar.in 

 

Education   

Illiteracy 29 39 

Primary 28 37 

Secondary 13 17 

University 2 3 

Vocational Training 3 4 

Total 75 100 

 

Marital Status   

Married 42 56 

Widow 11 15 

Divorced 5 6 

Separated 8 11 

Single 9 12 

Total 75 100 

   

Main occupation   

Agriculture 58 77 

Commerce 3 4 

Handicraft 3 4 

Salaried 7 9.5 

Self-employment 4 5.5 

Total 75 100 

 

Access to microfinance services   

Yes 32 43 

No 43 57 

Total 75 100 

   

Source: Author’s Field survey   

Access to microfinance services 

 

The table 1 shows that, in the survey locations, out of 75 rural women, only 32 (43%) women had access 

to microfinance services while 43 (57%) had not access microfinance services. These microfinance 

services lead to the rural women to modify their small enterprises activities which in turn lead to 

increased income. From this, rural women are lack of confidence and fair to participate and access 

microfinance services in order to increase their livelihood.  

 

Education 
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Education is the most important way of empowering women. Table 1 shows   that 39 percent of 

rural women do not have any formal education while 37 percent had attended primary schools, 

17 percent attended secondary school, 4 percent attended vocational education and only 3 

percent attended University. This result reveals that in Nyamagabe District, there is a constraint 

that rural women are not educated which can lead to the limitation to access microfinance 

services. As women are less educated and are very less assets, they are not in a position to obtain 

credit from former banking sector. For them microfinance is the most feasible method of credit.  

Marital Status 

 

Status of women is related with her marital status. Marriage directly or indirectly affects her own 

decision.  The result from table 1 shows that more women interviewed are married. Out of 75 

rural women, 42 (56 percent) are married while 15 percent are widow, 6 percent are divorced, 11 

percent are separated and 12 percent are single.  

Main occupation 

 

Occupational distribution shows women involvement in various economic activities. As we 

know wherever less profit a more work then, that profession is left for women.  

The main occupation of rural women is agriculture which is the main activity in Nyamagabe 

District especially in Rwanda. 58 (77 percent) women reported that the agriculture is the main 

occupation while 3(4%) women reported commerce as their main occupation, 4 percent reported 

that the handicraft is their main occupation, 9.5 percent are salaried and 5.5 percent are self-

employment.    

 

3.2. Role of microfinance on Rural Women Empowerment in Nyamagabe District 
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Microfinance institutions as development organizations are to provide the financial services to 

meeting development objectives. They are designed to cover all their costs, but also benefit their 

clients. In this regard, development goals related to the women empowerment aim at self-

financing. The increasing access to microfinance services to women themselves lead to 

individual economic empowerment by enabling them to make decisions about savings and credit 

use, and thus be able to increase their incomes.  

Microfinance enables the women to earn more, build their assets and invest in better health, 

education and nutrition. Women borrow from MFIs and receive loans to improve their 

businesses and thus their livelihood. Microfinance programs have a significant potential 

contribution to women's economic, social and political empowerment. Access to savings and 

credit can initiate or strengthen a series of interlinked and mutually reinforcing ' virtuous spirals ' 

of empowerment. This economic contribution may increase their role in economic decision-

making in the household leading to greater well-being for women, children as well as men. Their 

increased economic role may lead to change in gender roles and increased status within 

households and communities. The contribution of microfinance services on income goes beyond 

simply providing financial services for businesses, investing in health and education, managing 

household emergencies, and proving for other cash needs encounter. 

The figure 1 shows the role of microfinance on rural women in the study areas. 

Figure1: Role of Microfinance on Rural women empowerment in Nyamagabe District 
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Source: Author Field survey 

 

Impact on Income 

 

The role of microfinance on rural women is mainly attached to an increase in income generation 

activities. The figure1 shows that 27 percent of the rural women have increased their income 

which leads to their well being in their household. 

 

Impact on Education 

 

In Nyamagabe District, 19 percent of women reported that they had paid school fees for their 

children. More educated young people lead to economic development of the country. 

 

Impact on Health and nutrition 
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Figure 1 shows that 15 percent of women had improved in health and nutrition. Women health is 

important not only for their but for the entirely family because a health mother can give birth to 

health baby. Improvement in nutrition leads also to the good life and health. 

Impact on Assets 

Figure 1 shows that 12.5 percent of women had bought land and now they have their own land 

which should be their collateral when they require credit from microfinance Institution. 

Impact on Entrepreneurship 

 Microfinance helped women to start small businesses on their own. The Figure 1 shows also that 

11.5 percent of rural women who had access to microfinance services were able to start their 

businesses and thus to increase their livelihood. 

Impact on economic decision 

Involvement of women in economic activities is the indicator of economic empowerment. Figure 

1 shows that In Nyamagabe District 7 percent of women had reported to have self- confidence 

when they accessed microfinance services while 8 percent for had reported to managing 

household emergencies. Generally, microfinance loans were used to enhancing the income 

generating capacity of women and thus they could be important in reducing women vulnerability 

to poverty. 

 

 

3.3.Challenges faced by Rural Women s’ Accessibility to Microfinance Services 

 

 

The figure 2 gives the challenges faced by rural women to access microfinance services 

 

From figure 2, 37 percent of women reported that the main challenge to get their chance to 

access microfinance services is the lack of collateral, while 16 percent of women reported lack of 

awareness, 15 percent reported lack of information, 13 percent reported long distance to travel 
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get microfinance services, 11 percent reported difficult loan conditions and 8 percent reported 

high interest rates fixed by microfinance Institutions. 

 

Figure 2: Challenges faced by rural women to access microfinance services  

 

 

Source: Author’s Field Survey 

 

The collateral requirement from the formal and informal lenders in the study areas was an 

important feature limiting rural women to access the services offered by these institutions. The 

majority of these household owned small parcels of land and depended on farming as the main 

source of their income.  

Others did not know about services offered by the lenders because of the lacked of awareness 

and lacked of information. Women in the study areas feared borrowing and lacked confidence in 

decision making to access microfinance services.  Another factor was that most women lived in 

rural areas far from microfinance offices and this lead to high transportation costs that further 

constrained microfinance services access. Women also cited the very long credit procurement 

procedures as a limiting factor for participation in microfinance services. 
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Conclusion and Recommendation  

 

The objective of this study was to assess the contribution of microfinance on rural women 

empowerment and to identify the challenges faced by rural women to access microfinance 

services in Rwanda. 

The microfinance institutions are important tools for development due to the various services 

they offer and the role they perform towards the development of the Rwanda s’ economy.  It is 

expected that with the current reforms put in place by the National Bank of Rwanda through its 

regulatory authorities, microfinance institutions in Rwanda will be able to compete favorably in 

the global market and gainfully increase Rwanda economic development.   

Microfinance institutions are playing a very important role in improving the livelihoods of 

smallholder farmers, and the analysis shows that microfinance services have become a strategy 

for reducing poverty. 

Microfinance services’ rural women participation is able to provide the opportunities to improve 

their quality of life. The results in this study underscore the fact that the services offered by 

microfinance institutions in Rwanda, could increase the income of rural women.  

The study recommends that the Government of Rwanda, Donors, Development practitioners and 

Research institutions must work together closely to identify future potential of emerging 

microfinance institutions in rural areas. 

As shown in this study, women in Nyamagabe District had less participation in microfinance 

services. Encouraging them to participate in microfinance services indeed improves women’s 

decision-making power, particularly over income from their businesses. Since women’s 

participation in microfinance services would give them a significant control over the households’ 

income, they could use part of their loans for independent income-generating activities and thus 

enhance household incomes. 

Targeting women in term of education can help to enhance their standards of living and the 

efforts should be made by public and private institutions to improve their human capital for rural 
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women. Therefore, the promotion of microfinance and microcredit programmes in rural areas of 

Rwanda could improve the livelihood of rural women who need financing to satisfy their needs 

and the efforts could be made to develop the rural financial system to reduce poverty. 
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