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[bookmark: _Toc102230623][bookmark: _Toc109392815]ABSTRACT
The study was conducted on the topic entitled credit management practices and loan repayment in Microfinance institutions in Rwanda. The objectives of this study was to analyze the influence of credit policies on loan repayment in Umusingi Sacco Gihundwe., to determine the influence of credit risk assessment on loan repayment in Umusingi Sacco Gihundwe and to find out the relationship between credit management practices and loan repayment in Microfinance institutions in Rwanda. 
As methodology, the research was conducted using quantitative, qualitative and correlative approaches. The study used a descriptive analytical research design to ascertain and be able to describe the characteristics of variables of interest in a situation and analytical based on quantitative data both from primary and secondary sources.  Questionnaires and documentation techniques were used in data collection. For this, a total number of 8 respondents participated in the research and SPSS were used to analyze the data. 
Findings on the influence on credit policies on loan repayment revealed that credit policies influence loan repayments in Umusingi Sacco Gihundwe. Findings on the influence of credit risk assessment on loan repayments also revealed that Umusingi Sacco credit risk assessment greatly influences its loan repayments. To establish a relationship between credit management practices and loan repayments in Microfinance institutions, the Pearson correlation was obtained, where the coefficient of correlation was 0.626 qualified as positive and high correlation between credit management practices and loan repayments in Microfinance institutions.
 From the study findings, the general conclusion is that there is strong relationship between credit management practices and loan repayments in Microfinance institutions. This study recommends that Umusingi Sacco Gihundwe management should assess client capacity to repay the loan helps in taking loan decision whether a client should be a given a loan and about appropriate volume of loan. 
Keywords : Credit management practices, loan repayments and microfinance institutions
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[bookmark: _Toc102230629][bookmark: _Toc109392820]CHAPTER ONE: GENERAL INTRODUCTION
[bookmark: _Toc102230630][bookmark: _Toc109392821]1.0. Introduction
This chapter contains the background to the study, problem statement, objective of the study, research questions, significance of the study, and scope of the study, conceptual framework and operational definition of key concepts.  
[bookmark: _Toc102230631][bookmark: _Toc109392822]1.1. Background to the study
The concept of credit has a long history and can be traced back to ancient times. However, it was not until after the Second World War when it largely begun to be appreciated in Europe (Marco Arena,2017). In the United States of America (USA) banks extended credit to customers with high interest rates which sometimes discouraged borrowers.  Thus, the concept of credit was not popular in USA until the economic boom of 1885 when banks had excess liquidity and wanted to lend the excess cash (Kris Mitchener).  In Africa the concept of credit was largely appreciated in the 1950’s when most banks started opening the credit sections to extend loans to white settlers. In Rwanda credit was initially given to the rich and big companies and was not popular to the poor. In 1990s loans extended to customers failed to perform well thus necessitating the need for intervention. Mechanisms to evaluate for the evaluation of customer’s ability to repay the loan were considered, but this didn’t work well as loan defaults continued unabated (C. Wifred,2013). This has been the case not only in MFIs but also in formal banking institutions. In microfinance institutions (MFIs) the concept of credit management became widely appreciated in the late 90s, but again this did not stop loan defaults to this date (M. Njeru,2017).  Consequently, research studies have suggested that in order to minimize exposure to bad debt, financial institutions must have greater insight into customer financial strength, credit score history and changing payment patterns. The ability to attract customers hinges on the ability to quickly and easily make well-informed credit decisions and set appropriate lines of credit. However, a firm’s credit policy is greatly influenced by economic conditions (Sang Bing Tsia,2016). As economic conditions change, the credit policy of the firm may also change. Therefore, MFIs must develop a credit policy to govern their credit management operations (Pandey, 2008) and since MFIs generate their revenue from credit extended to low income individuals in the form of interest charged on the funds granted (Kariuki, 2010) the loan repayments may be uncertain. The success of lending out credit depends on the methodology applied to evaluate and to award the credit (Ditcher, 2003) and therefore the credit decision should be based on a thorough evaluation of the risk conditions of the lending and the characteristics of the borrower. 
Numerous approaches have been developed in client appraisal process by financial institutions. They range from relatively simple methods, such as the use of subjective or informal approaches, to fairly complex ones, such as the use of computerized simulation models and Credit Reference Bureau (Angela M. Kithinji,2010). Many lending decisions by MFIs are frequently based on their subjective feelings about the risk in relation to expected repayment by the borrower. MFIs commonly use this approach because it is both simple and inexpensive. However the concepts of 5C for credit appraisal pioneered by Edward (1997) has gained currency in MFIs. These elements are character, capacity, collateral, capital and condition (Edward, 1997; Orua,2009). 
In our region like Kenya, Korir (2012) found that credit risk was only second to poor management in contributing to microfinance failures. On perception, Idarus (2012) found that credit risk was the most important area of risk management in Kenya. Korir (2012) noted that in 1993 alone, 14 banks in Kenya collapsed. In recognition of the high risks involved in microfinance, the Central Bank of Kenya published risk management guidelines for the purpose of providing guidance to all financial institutions on the minimum requirements for a risk management frame work and strategy. It has classified the risks facing financial institutions into nine classes namely: strategic risk, credit risk, liquidity risk, interest rate risk, price risk, foreign exchange rate risk, operational risk, reputation risk and regulatory risk. Banks can project the average level of credit losses it can reasonably expect to experience (Knight, 2013).
Microfinance deals with the lending of small amount of capital to poor entrepreneurs in order to create a mechanism to alleviate poverty by providing the poor and destitute with resources that are available to the wealthy at a small scale. According to Anyanwu (2004), MFIs provide not only capital to the poor, but also combat poverty at an individual level. Thus such institutions should continuously provide financial services to the poor.  
In Rwanda the gap filled by MFIs has become part of the formal financial system and MFIs need to access capital market to fund their lending portfolios, in order to allow them to dramatically increase the number of poor people they can reach. Therefore, this study is meant to clarify how Credit Management Practices relate to loan repayment in Microfinance institutions in Rwanda referred to the special focus of Umusingi Sacco Gihundwe as a case study.
[bookmark: _Toc102230632][bookmark: _Toc109392823]1.2. Problem statement
The prudent management of credit can minimize operational risk while securing reasonable returns (BNR  Official Gazette nº 32 of 06/08/2018). The Central Bank of Rwanda  Annual Supervision Report, 2016 indicated high incidences of credit risk reflected in the rising levels of non-  performing loans by the MFIs  in the last 10 years, a situation that has adversely impacted  on their profitability for example in 2014 loan default was at its highest level (BNR  Official Gazette nº 32 of 06/08/2018) . This trend not only threatens the viability and sustainability of the MFIs but also hinders the achievement of the goals for which they were formed namely to provide credit to the rural unbanked population and bridge the financing gap in the mainstream financial sector. 
 According to the National Bank of Rwanda (BNR) annual financial report 2019-2020, loans disbursed to members accounted to three quarters of the total assets. The quality of loans has therefore been a challenge as the average gross non-performing loans (NPL, 2018) stood at 8.8%  and  dropped to the NPL,2019 at 7.2% (BNR Press release,2018) for the licensed MFIs and  contrary  to the AMFI prudential guidelines which provide that the level of non-performing debts should not be more than 5%. This level of NPL is very high and underlines the need for the MFIs subsector to enforce credit policies to minimize credit risk. Karekezi (2014) did a study on the factors affecting microfinance credit risk management practices in Rwanda and Ugirase (2011) did a study on the effect of credit management practices on the financial performance in SACCOs. However, there is no record available to the study of influence of credit management on the loan repayment in Microfinance institutions in Rwanda. This study therefore sought to establish the relationship between Credit Management Practices and loan repayment in Microfinance institutions in Rwanda with special focus on Umusingi Sacco Gihundwe.
[bookmark: _Toc464049084][bookmark: _Toc466013506][bookmark: _Toc474655709][bookmark: _Toc102230633][bookmark: _Toc109392824]1.3. Research Objectives
These study objectives are classified as follows:
[bookmark: _Toc464049085][bookmark: _Toc466013507][bookmark: _Toc474655710][bookmark: _Toc102230634][bookmark: _Toc109392825]1.3.1. General objective
[bookmark: _Toc464049086][bookmark: _Toc466013508][bookmark: _Toc474655711]This work is aimed assess the influence of Credit Management Practices and loan repayment in Microfinance institutions in Rwanda.
[bookmark: _Toc102230635][bookmark: _Toc109392826]1.3.2. Specific objectives
1. To analyze the influence of credit policies on loan repayment in Umusingi Sacco Gihundwe.
2. To determine the influence of credit risk assessment on loan repayment in Umusingi Sacco Gihundwe. 
3. To find out the relationship between credit management practices  and loan repayment in Microfinance institutions in Rwanda 
[bookmark: _Toc464049087][bookmark: _Toc466013509][bookmark: _Toc474655712][bookmark: _Toc102230636][bookmark: _Toc109392827]1.4. Research questions
1. What is influence of credit policies on loan repayment in Umusingi Sacco Gihundwe?
2. What is the influence of credit risk assessment on loan repayment in Umusingi Sacco Gihundwe? 
3. Is there any relationship between Credit Management Practices and loan repayment in Microfinance institutions in Rwanda 
[bookmark: _Toc474655714][bookmark: _Toc102230637][bookmark: _Toc109392828]1.5. Significance of the study
[bookmark: _Toc474655715][bookmark: _Toc102230641][bookmark: _Toc109392829]1.5.1. For the student’s researchers
[bookmark: _Toc474655717]This research carried out as partial fulfillment as requirement for the award of bachelor's degree in economics and management.This study has helped the researcher to get extra knowledge on credit management and loan repayment in Microfinance institutions in Rwanda.  I would also help the researcher to put in practices what she learns in class as theories; hence improve her skills and experiences. 
1.5.2.2. For Umusingi Sacco Gihundwe
[bookmark: _Toc524344093][bookmark: _Toc524345913][bookmark: _Toc102230642][bookmark: _Toc103192490][bookmark: _Toc109392830]The outcome of this study is expected to benefit many parties. The microfinance sector may benefit from the study because it may highlight the problems microfinance face due to non performing loans. 
[bookmark: _Toc102230643][bookmark: _Toc109392831]1.5.2.3. Scientific preference
[bookmark: _Toc524345915][bookmark: _Toc102230644][bookmark: _Toc103192492][bookmark: _Toc109392832]The results of the study may also help other researchers who may be interested in doing further research in the same area of study. The study also adds to the body of knowledge in the finance discipline by bridging gaps in credit risk management practices. This study may make several contributions to both knowledge building and practice improvement in credit risk management practices and loan repayments.
[bookmark: _Toc462425159][bookmark: _Toc484627450][bookmark: _Toc485173625][bookmark: _Toc497982379][bookmark: _Toc102230645][bookmark: _Toc109392833]1.6. SCOPE STUDY
The scientific regulations require to precisely define the angle in which our topic has been treated, it means; domain, space and period covered.
[bookmark: _Toc109392834]1.6.1. Time scope
In time, the study covered the period from 2019 up to 2022. The year 2019 has been taken into consideration due the availability of annual reports and others documents related to selected institution. The year 2022 is current year match with the period of data collection from the field.
[bookmark: _Toc109392835]1.6.2. Domain scope
This research was carried out on credit management as it is in domain of Financial Management
[bookmark: _Toc109392836]1.6.3. Geographical scope
This study was carried out in Umusingi Sacco Gihudwe currently operating in Rusizi district, Gihundwe Sector. Umusingi Sacco has been chosen as case of study because of availability of information and data related to the study, the time opportunity and a good geographical location being located alongside the road and this made the study effective and efficiency. 
[bookmark: _Toc109392837]1.6.4. LIMITATIONS OF THE STUDY
The possible limitations of this study were lack of data records, confidential information or information which was not fully disclosed. Most of people were very busy with the likelihood of giving incomplete information or completely refuse to respond to questionnaires, financial means due to poor climatic conditions also was a very big issue. 
[bookmark: _Toc109392838]1.6.5. ORGANIZATION OF THE STUDY
This study is made of five chapters. Chapter one highlighted the background of the study, statement of the problem, objectives of the study, research questions, significance of the study, limitations of the study, the scope of the study as well as the structure of the study in question. Chapter two reviewed all study related literatures empirical review and detailed the conceptual framework of this study. Chapter three, that is research methodology indicated the population of this study, sample size and all techniques used for data collection and analysis. 
Chapter four, which is research findings and discussion largely, presented all information about respondents as well data they provided. Lastly, chapter five (summary conclusions and suggestion) gave the summary of findings referring to the objectives of the study.  Then suggestion and suggestions for further study were provided.
















[bookmark: _Toc462425165][bookmark: _Toc484627464][bookmark: _Toc486196641][bookmark: _Toc488128553][bookmark: _Toc491933144][bookmark: _Toc102230657][bookmark: _Toc486196649][bookmark: _Toc488128561][bookmark: _Toc491933152][bookmark: _Toc495579275]CHAPTER TWO: REVIEW OF RELATED LITERATURE
[bookmark: _Toc102230658]2.0. Introduction
In order to get the general understanding of the work frame, the literature review for the secondary data analysis brought light to the work shape. It is quite true that many previous works carried out in the domain of cooperatives and development still prove the relevance of the present research direction. In this section therefore, some key concepts should be well defined and well understood in line with the topic itself.
[bookmark: _Toc109392839][bookmark: _Toc474655731][bookmark: _Toc102230648]2.1: DEFINITION OF KEY CONCEPTS
[bookmark: _Toc109392840]2.1.1. Credit
[bookmark: _Toc524345920][bookmark: _Toc102230649][bookmark: _Toc103192504][bookmark: _Toc109392841]Abedi (2000) define credit as a process whereby possession of goods or services is allowed without spot payment upon a contractual agreement for later payment.
[bookmark: _Toc466013524][bookmark: _Toc474655732][bookmark: _Toc102230650][bookmark: _Toc109392842]2.1.2. Management
Management is the art of a leader to accomplish objectives using other people’s efforts (Massie 1992). Management has known various interpretations, from definitions consisting in a few words, like achieving objectives through others to thick definitions (Mackenzie, 1959).
[bookmark: _Toc102230651][bookmark: _Toc109392843]2.1.3. Credit management practices
[bookmark: _Toc524345923][bookmark: _Toc102230652][bookmark: _Toc103192507][bookmark: _Toc109392844]According to Asiedu-Mante (2011) credit management involves establishing  formal  legitimate policies and procedures that will ensure that proper authorities grant credit, the credit goes to the right people, the credit is granted for the productive activities or for businesses which are economically and technically viable, the  appropriate size of credit is granted, the credit is recoverable and there is adequate flow of management information within the organization to monitor the credit activity. Credit management practices is the process for controlling and collection of payments from customers. This is the function within financial services to control credit policies that will improve revenues and reduce financial risks (Pandey, 2008).
[bookmark: _Toc466013526][bookmark: _Toc474655734][bookmark: _Toc102230653][bookmark: _Toc109392845]2.1.4. Loan
A loan is a debt provided by an entity (organization or individual) to another entity at an interest rate, and evidenced by a promissory note which specifies, among other things, the principal amount of money borrowed, the interest rate the lender is charging, and date of repayment (Kasim et al., 1999).
[bookmark: _Toc102230654][bookmark: _Toc109392846]2.1.5. Loan repayment
Loan Repayment is the act of paying back money previously borrowed from a lender. Repayment usually takes the form of periodic payments that normally include part principal plus interest in each payment (Maitreesh, 1999).
[bookmark: _Toc102230655][bookmark: _Toc109392847]2.1.6. Microfinance institutions
Schreiner & Colombet (2001) define microfinance as the attempt to improve access to small deposits and small loans for poor households neglected by banks. Microfinance involves the provision of financial services such as savings, loans and insurance to poor people living in both urban and rural settings who are unable to obtain such services from the formal Banks (Besley, 2002).  The World Bank defines microfinance as “ Small-scale financial services,  primarily credit and savings provided to people who farm or fish and who operate small enterprises or microenterprises where goods are produced, recycled, repaired, or sold; who provide services; who work for wages or commissions; who gain income from renting out small amounts of land, vehicles, draft animals, or machinery and tools; and to other individuals and groups at the local levels of developing countries, both rural and urban” (Robinson, 2001).
[bookmark: _Toc109392848]2.2. Theoretical review
2.2.1. Credit Management Practices theories
The theories of credit management are the followings;
2.2.2. Agency Theory
According to the Agency theory by Stephen Ross and Barry Mitnick initiated in 1973, the principal agency problem can be reduced by better monitoring such as establishing more appropriate incentives for managers. These are lacking in Malaysia for the following reasons; firstly, market take-over of poorly managed firms by raiders is more difficult in Malaysia because of various government restrictions on corporate equity ownership. Market takeover serves as a check on the behavior of managers. Secondly, many major banks in Malaysia are owned by the government through various government-owned agencies. The principal-agent problem becomes worse when a bank is owned by government McColgan, (2001). This is because the principal of the bank now is the government, and directors are appointed to run the bank based on political allegiance instead of competence. Thirdly, stock options are rarely used in Malaysia to award bank managers. When bank managers are given remuneration in terms of stock options they will make decisions which will increase the price of the company in the stock market .Fourthly Manager’s horizon is short in Malaysia because their gratuity is not tied to the long term performance of the bank Bonin et al (2001). 
2.2.3. Transaction Cost Theory 
Transaction costs are the costs associated to the division of work. Williamson (2000), indicated that a transaction occurs when a good or service is transferred across technologically separable interfaces. Variables that describe a transaction are, among others, the specificity, the uncertainty, and the frequency of the transaction, whether an asset or a service is only or much more valuable in the context of a specific transaction. In the following, human capital specificity (the workout managers), the asset specificity (on loan and real estate level) and the site specificity (the location of the collateral) are taken into account, Reddy (2002).Goods and services are of a high specificity, if the supply is limited and unique and if there is no comparability. A threat to breach the contract can be seen as untrustworthy, since there is no alternative. A lock-in of one transaction party leads to a hold 15 up. Low specificity exists, if there is a range of homogeneous services or goods and supply is secured. Since goods or services are comparable and competition exists, there is no pricing problem. Furthermore, high competition may imply motivation and quality Yousaiken (2001). 
2.2.4. Portfolio theory
 Portfolio Theory was developed in the 1950s through the early 1970s and was considered an important advance in the mathematical modeling of finance. Since then, many theoretical and practical criticisms have been leveled against it. These include the fact that financial returns do not follow a Gaussian distribution or indeed any symmetric distribution, and those correlations between asset classes, Michael, Sproul (1998). More technically, portfolio theory models assets return as a normally distributed (or more generally as an elliptically distributed random variable), define risk as the standard deviation of return, and model a portfolio as a weighted combination of assets so that the return of a portfolio is the weighted combination of the assets' returns. By combining different assets whose returns are not perfectly positively correlated, portfolio theory seeks to reduce the total variance of the portfolio return. Portfolio theory also assumes that investors are rational and markets are efficient, Sharpe (1964) Portfolio theory of investment which tries to maximize portfolio expected return for a given amount of portfolio risk, or equivalently minimize risk for a given level of expected return, by carefully choosing the proportions of various assets. Although Portfolio Theory is widely used in practice in the financial industry and several of its creators won a Nobel Prize for the 16 theory, in recent years the basic Portfolio Theory have been widely challenged by fields such as behavioral economics, Marckowitz (1952).
2.2.5. Capital asset pricing theory 
William Sharpe (1964) published the capital asset pricing theory (CAPM) parallel work was also performed by Treynor (1961) and Lintner (1965). CAPM extended Harry Markowitz's portfolio theory to introduce the notions of systematic and specific risk. For his work on CAPM, Sharpe shared the 1990 Nobel Prize in Economics with Harry Markowitz and Merton Miller. In such a simple world, Tobin's (1958) super-efficient portfolio must be the market portfolio. All investors will hold the market portfolio, leveraging or de-leveraging it with positions in the risk-free asset in order to achieve a desired level of risk. CAPM decomposes a portfolio's risk into systematic and specific risk. Systematic risk is the risk of holding the market portfolio. As the market moves, each individual asset is more or less affected. To the extent that any asset participates in such general market moves, that asset entails systematic risk. Specific risk is the risk which is unique to an individual asset. It represents the component of an asset's return which is uncorrelated with general market moves Lintner, (1965). No matter how much investor’s try to diversify their investments, it's impossible to get rid of all the risk. Investors deserve a rate of return that compensates for taking on risk. The capital asset pricing model (CAPM) helps to calculate investment risk and what return on investment to expect. It is important to look at the formula behind the model, and the evidence for and against the accuracy of CAPM, and what CAPM means to the average investor (Sharpe, 1964). The key element of the model is that it separates the risk affecting an asset's return into two categories. The first type is called unsystematic, or company-specific, risk. The long-term average returns for this kind of risk should be zero. The second kind of risk, called systematic risk, is due to general economic uncertainty. The CAPM states that the return on assets should, on average, equal the yield on a risk-free bond held over that time plus a premium proportional to the amount of systematic risk the stock possesses, Markowitz (1952). The treatment of risk in the CAPM refines the notions of systematic and unsystematic risk developed by Harry M. Markowitz in the 1950’s. Unsystematic risk is the risk to an asset's value caused by factors that are specific to an organization, such as changes in senior management or product lines. For example, specific senior employees may make good or bad decisions or the same type of manufacturing equipment utilized may have different reliabilities at two different sites. In general, unsystematic risk is present due to the fact that every company is endowed with a unique collection of assets, ideas and personnel whose aggregate productivity may vary.
2.3. Credit management practices
2.3.1. Loan portfolio policies
Loan portfolio constitutes loans that have been made or bought and are being held for repayment.
Loan portfolios are the major asset of MFIs and the lending institutions. The value of the loan portfolio depends not only on the interest rates earned on loans but also on the likelihood that interest and principal will be paid (Jasson, 2002).  
Assessing LPM involves evaluating the steps the management takes to identify and control risk throughout the credit process. The assessment focuses on what management does to identify issues before they become problems. The identification and management of risk among groups of loans may be at least as important as the risk inherent in individual loans. 
Effective loan portfolio management begins with oversight of the risk in individual loans. Prudent risk selection is vital to maintaining favorable loan quality. Therefore, the historical emphasis on controlling the quality of individual loan approvals and managing the repayment of loans continues to be essential. But better technology and information systems have opened the door to better management methods. A portfolio manager can now obtain early indications of increasing risk by taking a more comprehensive view of the loan portfolio (Koch 2000).
To manage their portfolios, bankers must understand not only the risk posed by each credit but also how the risks of individual loans and portfolios are interrelated. These interrelationships can multiply risk many times beyond what it would be if the risks were not related. Until recently, few banks used modern portfolio management concepts to control credit risk. Now, many MFIs view the loan portfolio in its segments and as a whole and consider the relationships among portfolio segments as well as among loans. These practices provide management with a more complete picture of the bank’s credit risk profile and with more tools to analyze and control the risk (Sinkey, 1992).
2.3.2. Delinquency management
A delinquent loan is defined as any loan in which the full payment has not been received per the loan contract. For purposes of managing delinquent loans, Microfinance institutions should categorize loans and provide for bad debts where the loans should be described as defaulted, performing, watch, substandard, doubtful and bad debts then a specific provision should be set for each category. Microfinance institutions are expected to submit returns on capital adequacy to Sasra every month and not less 15th of the subsequent month. Inability to do these will attract financial and subsequently administrative sanctions which include suspension of investments, lending, purchase of property and accepting deposits by the Microfinance institutions. For delinquency management on loans portfolios’ to be effective loans are classified into five categories which include performing, watch-unpaid unto 30 days, substandard  unpaid up to 180 days, Doubtful-unpaid up to 360 days and Loss-unpaid for over 360days (Sassra report, 2008).

2.3.3. Risk identification
Risk identification is vital for effective risk management, for Microfinance institutions to manage risks facing them effectively they need to know how to identify the credit risks. The first step in risk identification is to identify and prioritize key risks which are reviewed and approved by the management committee. There is also need to determine the degree of risk the Microfinance institutions should tolerate and to conduct assessments for each risk of the potential negative effect if it is not controlled. Finally analyze the risk faced by the Microfinance institutions in the areas of interest rates risk, liquidity, credit, operations and strategic risks (CBR, 2010)
2.3.4. Risk analysis and assessment
 According to Fatemi (2000), a typical risk analysis process consists of two components; financial analysis (quantitative analysis) and qualitative analysis. Financial analysis consists of analysis of financial; data available for the credit applicant, the analysis of annual financial statements has a central position in this context. Mostly financial analysis is carried out by credit analysts, there should be a general guideline stipulating that the analysis is non-bank by the person in charge of the organizational unit supplying the module for credit analysis when this module is handed over to the credit officer managing the exposure (Eldelshain, 2005).
2.3.5. Credit approval
Clear established processes of approving new creditors and extending the existing credits has been observed to be very important while managing credit risks in Microfinance institutions. Credit committee must have in place written guidelines on credit approval processes and approval authorities. The board of directors should always monitor loans, approval authorities will cover new credit approvals, renewal of existing credit changes in terms and conditions of previously approved credits particularly credit restructuring which should be fully documented and recorded. Prudent credit practice requires that persons empowered with the credit approval authority should have customer relationship responsibility. Approval authorities of individuals should be commensurate to their positions within the management ranks as well as their expertise (Mwisho, 2001).

2.3.6. Credit risk control and monitoring
The importance of monitoring risks is to make sure that they can be managed after identification.
The Microfinance institutions play an increasingly important role in local financial economies where competition for customers and resources with banks and other Microfinance institutions is high therefore they require effective and efficient risk control and monitoring systems.
The risk management feedback loop will involve the management and senior staff in the risk identification and must assess, process, as well as to create sound operational policies, procedures and systems. Implementation and designing of policies, procedures and systems will integrate line staff into the internal control processes, thus providing feedback on the Microfinance institutions’ ability to manage risk without causing operational difficulties. The committee and the manager should receive and evaluate the results on an ongoing basis. Most risk management guidelines in Microfinance institutions will be contained in the policy manuals e.g. the credit manual (CBR, 2010).
2.4. Credit Management measurement
Operating and financial ratios have long been considered as tools for determining the condition and the repayments of banks. Modern warnings models for banks gained popularity when Sinkey (1975) utilized discriminate analysis for identifying and distinguishing problem.  Banks and Altman (1977) examined the saving and loan industry. The procedures to identify banks approaching financial distress vary from country to country; they are designed to generate financial soundness ratings and are commonly referred to as the PEALS methods (Gasbarro et al.2002).  In Kenya the central bank applies the PEALS rating system to assess the soundness of banks (CBK, 2010).
According to Sasra, PEALS as an offsite evaluation tool has been adopted to identify Microfinance institutions that are financially vulnerable and therefore need increased supervisory attention. The rating scale is from 1 to 5 with 1 being the strongest and 5 being the weakest. Microfinance institutions with rating of 1 are considered more stable, those with 2and 3 are considered average and those with rating of 4or 5 are considered below average and are monitored to ensure their viability.
2.5. Credit risk management variables 
Key credit management variables include; 
2.5.1. Client appraisal 
The first step in limiting credit risk involves screening clients to ensure that they have the willingness and ability to repay a loan. Microfinance Institutions use the 5Cs model of credit to evaluate a customer as a potential borrower (Abedi, 2000).  The 5Cs help Microfinance institutions to increase loan repayments, as they get to know their customers better. These 5Cs are: character, capacity, collateral, capital and condition.  Character - refers to the trustworthiness and integrity of the business owner’s. It’s an indication of the applicant’s willingness to repay and ability to run the enterprise. Capacity assesses whether the cash flow of the business (or household) can service loan repayments. Capital- Assets and liabilities of the business and/or household; Collateral -Access to an asset that the applicant is willing to cede in case of non-payment or a guarantee by a respected person to repay a loan in default. Conditions-A business plan that considers the level of competition and the market for the product or service, and the legal and economic environment. The 5Cs need to be included in the credit scoring model. The credit scoring model is a classification procedure in which data collected from application forms for new or extended credit line are used to assign credit applicants to „good‟ or „bad‟ credit risk classes (Constantinescu et al., 2010).  Inkumbi (2009) notes that capital (equity contributions) and collateral (the security required by lenders) as major stumbling blocks for entrepreneurs trying to access capital. This is especially true for young entrepreneurs or entrepreneurs with no money to invest as equity; or with no assets they can offer as security for a loan. Any effort to improve access to finance has to address the challenges related to access to capital and collateral. One way to guarantee the recovery of loaned money is to take some sort of collateral on a loan. This is a straightforward way of dealing with the aspect of securing depositors‟ funds. 
2.5.2. Credit risk controls 
Key Credit controls include loan product design, credit committees, and delinquency management (Churchill and Coster, 2001).
2.5.3. Loan product design 
Microfinance institutions can mitigate a significant portion of default risk by designing loan products that meet client needs. Loan product features include the loan size, interest rate and fees, repayment schedule, collateral requirements and any other special terms. Loan products should be designed to address the specific purpose for which the loan is intended (Churchill and Coster, 2001).
2.5.4. Credit committees 
Establishing a committee of persons to make decisions regarding loans is an essential control in reducing credit (and fraud) risk. If an individual has the power to decide who will receive loans, which loans will be written off or rescheduled, and the conditions of the loans, this power can easily be abused and covered up. While loan officers can serve on the credit committee, at least one other individual with greater authority should also be involved. The credit committee has the responsibility not only for approving loans, but also for monitoring their progress and, should borrowers have repayment problems, getting involved in delinquency management (Churchill and Coster, 2001). 
2.5.5. Delinquency management 
To minimize such delinquency Microfinance institutions can use the following delinquency management methods Institutional Culture: A critical delinquency management method involves cultivating an institutional culture that embraces zero tolerance of arrears and immediate follow up on all late payments. Microfinance institutions can also remind clients who have had recent delinquency problems that their repayment day is approaching (Churchill and Coster, 2001). 
2.5.6. Client orientation 
A logical first step toward developing a zero-tolerance institutional culture is to communicate this concept to each new client before she receives a loan (Kariuki, 2010).
2.5.7. Staff incentives 
Creating staff involvement in discouraging delinquency, through a staff incentives system, can be effective. Delinquency Penalties: Clients should be penalized for late payment. This could include delinquency fees pegged to the number of days late and limiting access to repeat loans based on repayment performance (Kariuki, 2010).
2.5.8. Loan rescheduling 
Given the vulnerability of the target market, it is common for borrowers to be willing but unable to repay. After carefully determining that this is indeed the case it may be appropriate to reschedule a limited number of loans. Only done under extreme circumstances, this may involve extending the loan term and/or reducing the installment size (Kariuki, 2010). 
2.5.9. Collection Policy 
There are various policies that an organization should put in place to ensure that credit management is done effectively; one of these policies is a collection policy which is needed because all customers do not pay the firms bills in time. Some customers are slow payers while some are non-payers. The collection effort should, therefore aim at accelerating collections from slow payers and reducing bad debt losses (Kariuki, 2010).
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Loan Repayment is the act of paying back money previously borrowed from a lender. Repayment usually takes the form of periodic payments that normally include part principal plus interest in each payment (Maitreesh, 1999).
2.6.1. Determinants of loan repayment in Microfinance institutions
2.6.1.1. Capacity of borrowers
Before an application for a loan can be approved, lenders must be sure that the borrower has the ability to repay the loan based on the proposed amount and terms. For business loan applications, the financial institution reviews the company's past cash flow statements to determine how much income is expected from operations. Individual borrowers provide detailed information about the type of income earned as well as the stability of their employment. Capacity is also determined by analyzing the number and amount of debt obligations the borrower currently has outstanding compared to the amount of income or revenue expected each month (Bodie, 1995).
2.6.1.2. Collaterals 
The final of the five C's of credit is collateral, defined as an asset pledged to secure a loan. Business borrowers may use equipment or accounts receivable to secure a loan, while individual debtors often pledge savings, a vehicle or a home as collateral. Secured debts are looked upon more favorably than an unsecured loan because the lender can collect the pledged asset should the borrower stop making payments on the loan (Bodie, 1995).
2.6.1.3. Time of payment
A time of payment is a monetary loan that is repaid in regular payments over a set period of time. Term loans usually last between one and ten years, but could last as long as 30 years in some cases. A term loan usually involves an unfixed interest rate that will add additional balance to be repaid. The time of payment is important in the loan repayment in Microfinance institutions because as you get a long term-loan, you will able to repay back in comparison with who get short term loan (Bodie, 1995).
2.6.1.4. Loan size
Loan size like interest rate, was hypothesized to have a negative relationship with repayment rate. In other words, the higher the loan size given by the institution the lower was the repayment rate of the clients. This situation appears to be most unlikely because the amount to be repaid was relatively larger and if the loan was from development oriented institution with subsidized interest rate and little chance of repeat loans, the pressure or inclination of such clients would be to delay repayment. However, a potent argument in favor of the result is that higher loans make possible larger investments with potentially higher absolute returns (Bodie, 1995).
2.6.1.5. Character of borrowers 
Each lender has its own formula or approach for determining a borrower's character, but this assessment typically includes analyzing the debtor's educational background, personal or business references, and credit history or score. Although each of these factors plays a role in determining the borrower's character, lenders place more weight on the credit history and score. If a borrower has not managed past debt repayment well or has a previous bankruptcy, his character is deemed less acceptable than a borrower with a clean credit history (Bodie, 1995).
2.6.1.6. Credit officers’ experience
In other words, the higher the experience of credit officer, the higher the possibility of recovering greater amount of loan. This is true because an experienced credit officer knows when, how and where to put pressure on clients to effect payments. In addition, he/she might have become acquainted with clients over the years. This implied that MFIs require a good number of experience Credit Officers in their Services (Bodie, 1995).
[bookmark: _Toc102230662][bookmark: _Toc109392850]2.6.1.7. Guiding principles of loan repayment
The repayment period of loans is determined on the basis of the liquidity position of each borrower and the economic life of the investment. Repayment schedules must be made flexible so that it should be adjusted to borrower’s cash flow pattern. In addition to this credit policy instruments, some relevant lending principles are used by banks as their guiding principles (Beck et al., 2006). These include; borrowers perceived need, competence or repayment capacity and personal character.
2.6.1.8. Borrower’s perceived need
Borrowers have to be given an opportunity to borrow for their perceived needs because loans are more valuable when they meet borrower’s need. The credit delivery system can focus on the needy part of households through establishing clear criteria for eligibility (Beck et al., 2006).
2.6.1.9. Competence
Borrower’s competence refers to the repayment capacity which largely depends on the profitability of the use of credit. This is most helpful tool for estimating the potential credit worthiness of borrowers. In order to assess the borrower’s capability in terms of repayment capacity, lenders will assess the borrower’s past personal and profit record, past prosperity etc. (Beck et al., 2006).
2.6.10. Borrower’s personal character
Lenders need to know personal reputation of the borrower and his attitude to the financial obligations. Lenders should always relate credit with good personal qualities of the borrower including; Integrity, Honesty, Responsibility, Dependability and Sincerity of the borrower (Blanc-Brude 2007).
[bookmark: _Toc102230663][bookmark: _Toc109392851]2.7. Criteria for successful loan repayment
According to Boyd (2006), there are certain criteria that most lenders require the business owner to meet in order to successfully acquire the funds needed for the business. These hurdles or requirements are generally categorized as: Good Credit, Equity, Experience, Business Plan, and Collateral. These five guidelines of successful borrowing are reviewed as follows;
2.7.1. Good Credit
This deals with the requirement that one must have a credit history which is not only good, but more to the outstanding side of the scale. The reason for this lender requirement according to the writer is that, every day any are coming to banks and lenders applying for loans for a variety of reasons. The funds do not belong to the loan officer, but rather they belong to the institution’s depositors and investors (Boyd et al., 2006). The loan officer and the lending institution's management have an obligation to manage these monetary assets to the positive benefit of the owners, namely the depositors and investors of the bank. Therefore, loans must be made only to those who present the least risk of failure to repay. Past repayment history (i.e. good credit) is the first and probably the most important requirement for a successful loan (Chirwa, E. W., & Mlachila, M, 2004).
2.7.2. Equity
 Equity in borrowing can be thought of as similar to a down payment. The lender wants the borrower to have a financial commitment to the venture for which the loan is requested. The writer say that the borrower has to have some “skin” in this business “game” to insure his or her best efforts toward success and timely repayment of the borrowed funds. This is to say, that even if all the other four criteria for successful borrowing; credit, experience, business plan, and collateral are met; the bank usually will not lend 100 percent of the funds requested. The numeric value often placed on required Equity is in the range of 10 to 20 percent of the needed funds (Chirwa, E. W., & Mlachila, M, 2004).
2.7.3. Experience
According to William (2007), no rational lender wants to or will turn over monies to a borrower to manage and expend in a business or venture in which the person has no or very limited experience. This criterion for successful borrowing should be easy to see from both the lender and borrower’s point of view. Lenders need to be more certain that the person or persons borrowing the funds have the experience and expertise to manage the money and that day to day the business is conducted in a prudent manner (Mohane et al., 2000). This is needed to insure positive results from the business and further insure that the lender will be repaid with interest and in a timely manner. Here again the question relates to risk. The more experience and talent the borrower has shown in the past, the lower the risk in lending from the bank’s point of view. The minimum numeric value often expected here is that the borrower should have at least three years of experience in the management of the type of business in whose name he or she is borrowing the funds. This experience can be as an owner and/or management experience. It could also be experience as an employee in a similar type business (Mohane et al., 2000).
2.7.4. Business Plan
 The fourth requirement of the bank or lender is a well thought out, researched and constructed business plan. This is a document that will introduce the business in a clear and complete manner. Describes the business, the potential market for the goods and service to be offered, the existing competition, states who will be employed, who will lead and manage and how the borrowed funds will be expended; The good business plan will have pro-forma (estimated) financial documents. These are the cash flow statement, income statement, and balance sheet (Smokey, 1995).
Cash Flow shows the cash revenue coming into the business and the funds sent out in paid expenses as the business operates from period to period. The net result is either negative or positive on a month to month basis. Here the lender is looking for positive cash flows at least enough to make the loan repayment (Nimal, 2006). The Income Statement is a listing of the total revenue of the business over the past year and a summarized listing of all the expenses of the business. These two values, one positive and one negative, when combined give the net income of the business operations for the period being reported (Nimal, 2006). The Balance Sheet can be thought of as an instant photograph of the financial “health’ of the business at an instant in time, normally at the end of the year. The balance sheet displays the assets (positive values of the things that the business owns) and the liabilities (the negative obligations that the business owes and is obligated to pay in the short or long run). Liabilities combined with the owner’s or shareholder’s equity (value of the ownership) will equal (balance) the value of the assets (Nimal, 2006).
Finally, the good business plan has to have a section of Supporting Documents. These will add validity to all that has been included in the previous sections. This section should include such documents as the Resume(s) Credit Report, Net-Worth Statement of the borrower(s), and any other reasonable support to verify the facts and estimates on which the plan is based. The well-constructed, thought out and documented Business Plan is essential to successful business borrowing. It is also used as a guide of the business progress or lack of it to the owner(s). It can also be used as an aid in soliciting partners and or other investors in the business (Nimal, 2006).
2.7.5. Collateral
 Finally, according to the writer, after a borrower have shown good credit, put in equity cash or goods, shown he/she have experience in the business and produced a positive cash flow business plan. The lender would be willing to open the vaults and ask the borrower to come in and select all the cash him /her desire. However, there is one last hurdle that the borrower must clear to reach loan success. This final criterion is collateral. According to Kuhn ME & Darroch Mag (1999), Collateral) is any asset of value that can be pledged by the borrower(s) as security that the loan will be re-paid in full and with interest. Collateral requirements in the process of borrowing for a business can range up to and above 100 percent of the loan principal. This percentage depends again on the amount of risk that the lender calculates that his institution is exposed from this particular loan and the accumulation of all loans currently in process. Collateral assets can be in the form of real property owned, inventory of the business, cash savings or deposits, stocks /bonds equity in home equipment and like assets both tangible and non-tangible. The value to be placed on a collateral asset in the securing of a business loan is usually estimated or appraised by the lending institute (Kuhn ME & Darroch Mag, 1999).
[bookmark: _Toc102230646]2.8. Conceptual framework
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Studies have been done in relation to credit management practices and loan repayment in the Microfinance institutions in the local setting and globally. Gizaw, Kebede and Selvaraj, (2015) examined the impact of credit risk on loan repayments of commercial Microfinance institutions in Ethiopia. The objective of the study was to empirically examine the impact of credit risk on loan repayments of MFIs in Ethiopia. Data was collected from 8 sample MFIs for a year period (2003-2004) from annual reports of respective Microfinance institutions of Ethiopia. The data were analyzed using a descriptive statics and panel data regression model and the result showed that credit risk measures, non-performing loan, loan loss provisions and capital adequacy have a significant impact on the loan repayments of Microfinance institutions in Ethiopia.
 Ntiamoah, Diana and Kwamega (2014) carried out a study on assessment of the relationship between credit management practices and loan repayments using some selected Microfinance institutions in the Greater Accra region of Ghana as a case study. Results of the study indicated that there was high positive correlation between the credit terms and policy, lending, credit analysis and appraisal, and credit risk control and loan repayments. 
Ayodele, Thomas, Raphael & Ajayi (2014) carried out a study on impact of credit policy on the repayments of Nigerian Microfinance institutions using Zenith Bank Plc as case study. Primary data was collected through questionnaires served on sixty (60) respondents of the bank. The findings from the study showed that having a good credit policy in place goes a long way in minimizing the incidence of bad debts.   Owizy (2013) evaluated the impact of credit management on financial repayments of Nigerian Microfinance institutions, with particular reference to UBA Plc. Financial ratios as measures of MFIs repayments and credit indicators were the data collected from secondary sources mainly the annual reports and accounts of sampled Microfinance institutions from 2004 - 2008. Descriptive, correlation and regression techniques were used in the analysis. The findings revealed that credit management has a significant impact on the loan repayments of Nigeria Microfinance institutions. 
Byusa and Nkusi (2012) investigated effects of credit policy on loan repayments in selected Rwandan Microfinance institutions. The aim of this study was to investigate the effects of credit policy on MFIs repayments using data on selected Microfinance institutions. The results obtained indicated that the Rwanda’s commercial Microfinance institutions increased their accounts, increased customer base and improved their financial indices, thereby maximizing their profits. However, inadequate competition in the banking system led to high spreads. Microfinance institutions have unusually high and increasing average interest rate spreads and interest rate margins showing both highly poor competition and inefficiency.  
Djankov, McLiesh and Shleifer (2007) studied the effects of credit management on loan repayment in private credit in 129 countries in Eastern Europe, financial managers of the finance institutions were interview and data analysis was conducted using descriptive methods. The findings of the study concluded that credit management practices facilitated payment of loan. In his study, Simiyu (2008) investigated on the techniques used by micro finance institutions in the management of credit risk in Kenya, and to examine the main challenges facing the micro finance institutions operating in Kenya in the management of credit risk. To satisfy the research objectives, the study used a descriptive research design comprising a sample of thirty (30) micro finance institutions.   The sampling frame included the Central bank of Kenya Directory of micro finance institutions. Purposive sampling was used to select one credit officer and one loan officer from each of the sampled institutions. Primary data was collected using semi-structured questionnaires. The questionnaires were dropped and picked up later and others sent and received via email. The target respondents were the institutions' loans and credit officers.   Once the pertinent data were collected the researcher carried out analysis of the same using mean scores, percentages and standard deviations. The study established that most microfinance institutions use 6C techniques of credit risk management, the study also revealed that understanding the organizations exposure to the customers is treated as critical by the micro finance institutions. The study established that majority of the institutions used credit matrix to measure the credit migration and default risk. The results show that the microfinance institutions are faced with the challenge of strict operational regulations from the Central Bank of Kenya.
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[bookmark: _Toc486196652][bookmark: _Toc488128566][bookmark: _Toc491933157]Globally, Goldberg and Palladini (2010) did a study on microfinance meets the market; Walsh (2010) conducted a study on Assessments on the credit management process of credit union. In Rwanda, Ugirase (2011) did a study on the factors affecting microfinance credit risk management practices in Rwanda and Byusa and Nkusi (2012) did a study on the effect of credit management practices on the financial performance in SACCOs.  However, none of these studies focused on influences of credit management on the loan repayments in Microfinance institutions in Rwanda. In addition, none of these studies focused on risk management and loan repayments, which were the variables in this study. This study has been carried out to face the above gap referred to Umusingi Sacco Gihundwe as a case study.
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This chapter deals with the methods and procedures used in this study. It describes the design of study, the area of the study, population of the study, sample and sampling techniques, instrument of data collection, methods of data processing and analysis and limitations of the study. 
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A research design according to Grinnell and William (1990) is a careful systematic study or investigation in some field of knowledge, undertaken to establish some facts or principles. He further asserts that, research design is the entire process of the study, the problem formulation through the dissemination of findings. In the present study the researcher has used survey research method; this method has been chosen due to the fact the researcher wants to investigate qualitative, quantitative and correlative study about credit management on loan repayments in MFIs banks in Rwanda.
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The quantitative research design to the researcher in his research is that research related to find the number of times the activities related to the strategic planning is made and tasks of employees involved in service supply are fulfilled.  Quantitative research is this can be addressed to question such as “how many”, “who”, “when” and “where”. The result was generally numerical for example: 75% of clients rate our services as “convenient”.
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Kenneth D. Bailey (1978) asserted that qualitative attributes have labels or names rather than numbers assigned to their respective categories. With this research, the researcher makes clear assessment of the available information and documents in relation to the topics. The qualitative research design to the researcher in her research is that research related to find the relevant, reliability, comparability and understandability and consistency of data from the topic under study.
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In this research, the research used correlative research design for finding mutually related or corresponding results to the topic and conform an association between variables.
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[bookmark: _Toc462647350]Population is the total of collection of elements about which we wish to make some inference (Cooper and Pamela, 2003). It is the entire number of people or universal objects over which research is to be carried out (Bailey, D., 1978).    For this study, the target population comprised of 13 staff members as shown in the table below:
[bookmark: _Toc109392452]Table 1: Population categories
	Position 
	Frequency

	Manager
	1

	Accountant
	1

	Credit officer
	1

	Loan recovery officer
	1

	Staff of credit analysts committee
	4

	Staff of  supervision committee
	3

	Cashiers
	2

	Total
	13





Source: (Annual Report of Umusingi Sacco Gihundwe,        2019)
[bookmark: _Toc497976533][bookmark: _Toc102230676][bookmark: _Toc109392861]3.3. Sample Design
According to Kothari (2004), defines sample as a small group of respondents drawn from a population about which a researcher is interested in getting the information so as to arrive at a conclusion.   In this study, the researcher chooses to engage all the population because they have the relevant information about credit management and loan repayments in Umusingi Sacco Gihundwe. Out of the 13 staff members, only 8 members were purposively selected to participate in this study.  They include 1 manager, 1 accountant, 1 Credit officer, 1 loan recovery officer, and 4 staff of credit analysts’ committee.
[bookmark: _TOC_250030][bookmark: _Toc62721787][bookmark: _Toc63158671][bookmark: _Toc63158798][bookmark: _Toc63158925][bookmark: _Toc63430958][bookmark: _Toc93998429]
[bookmark: _Toc109392862] 3.3.1. Sample size
Mugenda & Mugenda (2010) defined a sample as a smaller group or sub-group obtained from the accessible population. Empirically supported generalizations are usually based on partial information. This is the case because often it is impossible, impractical, or extremely expensive to collect data from all units of analysis encompassed in the research problem, (Nachmias & Nachmias, 1987).To determine the sample size in this study the researcher used random sampling method. From the population of 13 staff members , 8 staff members  from Umusingi Sacco randomly were selected.
[bookmark: _Toc102230677][bookmark: _Toc109392863]3.3.2. Sampling techniques
[bookmark: _Toc496706957][bookmark: _Toc497976536][bookmark: _Toc484730536][bookmark: _Toc496706956]3.3.2.1. Purposive sampling
Kenneth (1978), explains purposive sampling technique as method of sampling where by the researcher uses his or her own judgment about which respondents to choose, and picks only those who meet the purpose of the study. For this study, purposive sampling was used to select 8 respondents in Umusingi Sacco Gihundwe because have the relevant information about credit management and loan repayments in Umusingi Sacco Gihundwe. The respondents purposively selected including 1 manager, 1 accountant, 1 Credit officer, 1 loan recovery officer, and 4 staff of credit analysts’ committee.
3.3.3.2. Universal sampling 
According to (Richard & Margaret, 1990) «Universal sampling refers to the selection of sample where all the people in the population have the same chance of being included in the sample and each one of them, the probability of being selected is unknown. The researcher preferred to use universal sampling technique to select all people intervened in credit providing and who have the relevant information on how those credit are repaid in Umusingi Sacco Gihundwe.
3.4. [bookmark: _Toc109392864]Data Collection Methods
Researches differ in a number of aspects but they do have some commonalities. One of the common aspects is the need to collect data. Data collection can be derived from a number of methods, which include interviews, focus groups, surveys, telephone interviews, field notes, taped social interaction, or questionnaires (Heaton, 2004). This study therefore, used a guided interview and field notes via questionnaires.
[bookmark: _TOC_250027][bookmark: _Toc62721790][bookmark: _Toc63158675][bookmark: _Toc63158802][bookmark: _Toc63158929][bookmark: _Toc63430962][bookmark: _Toc93998433][bookmark: _Toc109392865]3.4.1. Data collection instruments
O‟Leary (2004) remarks, “Collecting credible data is a tough task, and it is worth remembering that one method of data collection is not inherently better than another.” Therefore, which data collection method to use would depend upon the research goals and the advantages and disadvantages of each method? In order to collect data, the researcher used both questionnaires and key informant interview, which was structured so as to gather the information needed to help in answering the main problem.

[bookmark: _Toc63158676][bookmark: _Toc63158803][bookmark: _Toc63158930][bookmark: _Toc63430963][bookmark: _Toc93998434][bookmark: _Toc109392866]3.4.1.1: Questionnaire
The researcher used questionnaire simply because the responses were gathered in the standardized way and it was quick to collect information using a questionnaire. Closed questions were used to get respondent’s responses and it is easier for a respondent to answer. In addition, the researcher used the open ended questions in order to give the respondents space for explaining his or her answer deeply and he or she could as well state or mention any information not captured in the questionnaire. 
The questionnaire comprised of open and closed ended questions. The closed ended questions were constructed on a four point scale 1,2,3,4 and were measured using the scale as follows: 1 = Strongly Agree, 2 = Agree, 3 = Disagree, 4= Strongly Disagree.
[bookmark: _Toc63158677][bookmark: _Toc63158804][bookmark: _Toc63158931][bookmark: _Toc63430964][bookmark: _Toc93998435][bookmark: _Toc109392867]3.4.1.2: interview
The main purpose of using Key Informants interview is to complement the main instrument (questionnaire). Sekaran (2003) defines Key Informants as respondents who hold important information, which is relevant to the study given the information they hold.
 In-depth Interviews (IDI) was conducted on total number of 4 interviewee from Umusingi Sacco managerial level.
3.4.2. Sources of Data
Types of data are one of the materials that the researcher uses for collecting information during the investigation. The types of data are both primary and secondary data (Paige Wilson, 1989:2).
3.4.2.1. Primary data
Are those data collected to the specific problem or issue under investigation? The main techniques of primary data collection were interviews and questionnaires given to the Umusingi Sacco Gihundwe. Therefore, primary data was collected from respondents in the form of answers to the administered questionnaire as well as responses where interviews were applied. 
3.4.2.2. Secondary data
Secondary data refers to data that has already been gathered by other researchers; and this data is usually published in journal articles, books and other sources that might be useful to the researcher (Cavana et al., 2001). Secondary data includes both raw data and published summaries (Saunders et al., 2001). For the current study, secondary data will be gathered from relevant information which includes journal articles, textbooks, e-books, databases, policy documents and other relevant sources. 
3.5. [bookmark: _Toc462425211][bookmark: _Toc484623303][bookmark: _Toc485153937][bookmark: _Toc485173674][bookmark: _Toc485688311][bookmark: _Toc497976541][bookmark: _Toc102230685][bookmark: _Toc109392868]validity and reliability of the study
Patton (2001) states that validity and reliability are two factors, which any qualitative researcher should be concerned about while designing a study, analyzing results and judging the quality of the study. According to Nahid (2003), validity is the extent to which results are consistent over time and an accurate representation of the total population under study is referred to as reliability and if the results of a study can be reproduced under a similar methodology, then the research instrument is considered reliable ,while Worthier, Borg, & White (1993) stressed that validity is the degree to which they accomplish the purpose for which they are being used ,and said that reliability is the measure of how stable, dependable, trustworthy, and consistent a test is in measuring the same thing each time. 
The instruments, therefore, were presented to the supervisor for validation related to content validity and the appropriateness and clarity of questions and their ability to generate the required information (Kayitera, 2012). Afterwards, necessary amendments were applied before the actual data collection process begins. In addition, the study is fixed within a precise period so that the respondents could answer what they really remembered as change in their life. Meaning that 2019-2022 will testify the validity of data collected because the customers remembered what happened during that period.
Furthermore, in order to establish the reliability of the instrument and data, the researcher carried out a pilot study in Umusingi Sacco Gihundwe. Ten respondents were given questionnaires as suggested by Devellis (2003). The answers were submitted to a reliability analysis (with SPSS) for computation of the Cronbach‟s Alpha.

[bookmark: _Toc462425212][bookmark: _Toc484623304][bookmark: _Toc485153938][bookmark: _Toc485173675][bookmark: _Toc485688312][bookmark: _Toc497976542][bookmark: _Toc102230686][bookmark: _Toc109392869]3.5.1. Validity
In this research validity is concerned with the way in which we valued information from analysis and took into account what we observed. It was found that every item was meaningful. Besides, validity of these research outcomes refers to extent to which is observed reflects what would be expected. To reach on that, the researcher consult to experts on research methods for help us to correct the language errors and give us the manner of asking the research question. 
[bookmark: _Toc462425213][bookmark: _Toc484623305][bookmark: _Toc485153939][bookmark: _Toc485173676][bookmark: _Toc485688313][bookmark: _Toc497976543][bookmark: _Toc102230687][bookmark: _Toc109392870]3.5.2. Reliability
In this research, the distribution of sample questionnaire has been done to the nearest microfinance to test the result before going at Umusingi Sacco Gihundwe. The after, the result obtained will be analyzed by using interval statistic on testing the correlation result from my questionnaire.
[bookmark: _Toc102230688][bookmark: _Toc109392871][bookmark: _Toc497976544]3.6. Data processing and Analysis 
[bookmark: _Toc497976545][bookmark: _Toc102230689][bookmark: _Toc109392872]3.6.1. Data processing
According to Nachmais (1978), data processing is defined as the link between data collection and analysis. It is concerned with the transformation of the findings collected from the field into a system of categories. Data processing, the one relevant to the objectives of the study was considered and transformed into meaningful information for interpretation and understanding. This process was done through editing, coding and tabulation. The researcher dealt with the variables of this study to be tested.
[bookmark: _Toc497976546][bookmark: _Toc102230690][bookmark: _Toc109392873]3.6.2. Data analysis
Moses and Kalton (1997), asserts that after data has been edited and coded it is then combined together in some form of tables for statistical analysis. Data was analyzed through the use of simple statistical table and charts in order to indicate the frequency of responses to particular questions.  The statistical tables were used to calculate the percentages rate of responses to the questions. The results of the study were analyzed and interpreted basing on the research questions and objectives of the study.  The calculation of percentages will be done. These is a number of the sample size then multiplied by a hundred divided by the frequency of the respondents. Statistical analysis was done almost for all tables using SPSS software. Another statistical analysis element is summation. In this regard, the research has drawn conclusions from the data processed and presented in the table, after relating these findings from the field and theoretical literature from various sources.
[bookmark: _Toc497976547][bookmark: _Toc102230691][bookmark: _Toc109392874]3.7. Ethical consideration
To ensure that all answers are coherently and logically recorded to provide consistent information in order to facilitate the understanding of phenomenon and cross check the data collected, the process of ethic was considered. The responses to the questionnaire were analyzed descriptively and reported as frequency of responses and percentages and later is analyzed and interpreted using tables.
[bookmark: _Toc102230692][bookmark: _Toc109392875]3.8. Limitation of the study
During the period of this study the researcher should met the following problems:
Lack of data related to the study due to the fact that MFIs is not cooperative in providing information and due to reasons of fear for competitors;
 Financial constraint, the researcher’s funds would not meet all research costs like transport; and
 Limited number of respondents who should provide information about the topic.

[bookmark: _Toc496706978]


[bookmark: _Toc109392876]CHAPTER FOUR: DATA PRESENTATION, INTERPRETATION AND DISCUSSION
[bookmark: _Toc496706979][bookmark: _Toc524345965][bookmark: _Toc109392877]4.0. Introduction
This chapter presents empirical findings in reference to the research questions in chapter one. These findings were obtained from both primary and secondary sources. They were presented and analyzed using frequency tables and percentages were used to determine the credit management practices and loan repayment in Microfinance institutions in Rwanda
[bookmark: _Toc524345966][bookmark: _Toc109392878]4.1. Findings on the Biography of the respondents
The gender, age, marital status and education level are presented by the following tables: 
4.1.1. Findings on the gender of respondents
[bookmark: _Toc524346096]Table 4. 1.Table showing Gender of Respondents
	
	Frequency
	Percentage

	Male
	5
	62.5

	Female
	3
	37.5

	Total
	8
	100.0


Source: Primary data, 2022
Table 2 shows the gender representation of the study. From the table, it is well shown that 62.5% of the population involved in this study was male while 37.5% was female. This implies that the management and credit department' positions at Umusingi SACCO Gihundwe are male dominated. 
Table 4.2.Table showing age of respondents
	Age
	Frequency
	Percentage

	21-31
	4
	50.0

	31-40
	3
	37.5

	41-50
	1
	12.5

	Total
	8
	100.0


Source: Primary data, 2022
From the above table 3, the majority of the respondents which were 50% were between 21–31; 37.5% were between 31–40 and 12.5% were between 4 –50 years. This implies that there was fair representation of the population as almost all classes were represented and the data provided reflected the views of the entire population and the majority of the respondents are matured which means they can give a matured view.
[bookmark: _Toc524346098][bookmark: _Toc109392453]Table 4.3.Table Showing Marital Status of the Respondents
	Status
	Frequency
	Percentage

	Single 
	2
	25.0

	Married
	5
	62.5

	Divorced
	1
	12.5

	Total
	8
	100.0


Source: Primary data, 2022
From the above table 4, the majority of the respondents (62.5%) involved in this study were married, 25% were single while 12.5% were divorced. This implies that the majority of managers and credit related employees in Umusingi SACCO Gihundwe are married with stable families.
Table4. 4.Table Showing Education level of The Respondents
	Education
	Frequency
	Percentage

	Secondary
	3
	37.5

	University
	4
	50.0

	Masters
	1
	12.5

	Total
	8
	100.0


Source: Primary data, 2022
From the above table, the majority of the respondents which were 50% had university education level, followed by 37.5% who had secondary education level and 12.5% who had masters level.
In as far as the title of study is concerned, the results imply that, the respondents were expected to understand the questionnaire and give valid response since they had better understanding as guided by the their level of education which in this case majority having university as the highest level of education.



[bookmark: _Toc524346100]Table 4.5.Table Showing Position in Umusingi SACCO Gihundwe
	Position
	Frequency
	Percentage

	Manager
	1
	12.5

	Accountant
	1
	12.5

	Loan recovery officer
Loan officer
Credit analyst    
	1
1
4
	12.5
12.5
50.0

	Total
	8
	100.0


Source: Primary data, 2022
From the above table 6, the respondents were asked their views on position in Umusingi SACCO Gihundwe. From the findings, 4 respondents correspond to 50% answered that they are in the position of credit analyst in Umusingi SACCO Gihundwe. Also, 1 respondents correspond to 12.5% are in the position of manager, 1 respondents corresponds to 12.5% are in the position of accountant, 1 respondent corresponds to 12.5% are in the position of loan officer and 1 respondents corresponds to12.5% are in the position of loan recovery officer. This is truly indicated that the study is included with the people who are knowledgeable on credit management and loan repayments as a lot of them serve in credit department.
[bookmark: _Toc524346101]Table4. 6.Table Showing working experience with Umusingi SACCO Gihundwe
	Experience
	Frequency
	Percentage

	Experience of 1-2 years
	1
	12.5

	Experience of  2 – 3 years          
	2
	25.0

	Experience of  3 – 4 years          
Experience of  5 years and above 
	2
3
	25.0
37.5

	Total
	8
	100.0


Source: Primary data, 2022
From table 7,  the majority of the respondents which were 50%  answered that they had served in SACCO Muyira Dushyigikirane for a period of 5 years and above; 25% between 2– 3 years; 25% between 3-4years  and 12.5% for a period between 1-2 years. This implies that almost all respondents had taken reasonably enough time in service and thus the data they provided was believed to be unbiased and reliable.
[bookmark: _Toc524345967][bookmark: _Toc109392879]4.2. Credit policies and credit risk assessment practices
[bookmark: _Toc524346102]Table 4.7: Table Showing Answer on how credit policies influence loan repayment in Umusingi SACCO Gihundwe.
	
	StronglyAgree

	
	Agree
	Disagree
	

	Strong 
Disagree
	Total

	We consider the creditworthiness of  the client for loan approval 
	4(50%)
	
	4(50%)
	0 (0%)
	
	0(0%)
	8(100%)

	The SACCO orients its loans towards productive purpose
	6 (75%)
	
	2(25%)
	0(0%)
	
	0(0%)
	8 (100%)

	Granting of loans is based on member's ability to repay
	5(62.5%)
	
	3(37.5%)
	0(0%)
	
	0(0%)
	8(100%)

	The due date for loan repayment are never restricted
	2 (25%)
	
	6(75%)
	0(0%)
	
	0(0%)
	8(100%)


Source: Primary data, 2022
From the above table 8, the respondents were asked their views on how credit policies influence loan repayment in Umusingi SACCO Gihundwe. From the findings, 50% of the respondents strongly agreed that they consider the creditworthiness of the client for loan approval. Also, 50% of the respondents agreed that they consider the creditworthiness of the client for loan approval. From the above table, the majority of the respondents which were 75% strongly agreed that SACCO orients its loans towards productive purpose and 25% remains agreed that SACCO orients its loans towards productive purpose. From the above table 8, the majority of the respondents which were 62.5% have strong agreed that granting of loans is based on member's ability to repay while 37.5% agreed that granting of loans is based on member's ability to repay. From the above table, 75% of the respondents agreed that the due date for loan repayment is never restricted while 25% strongly agreed with that statement.  From those findings, it is undoubtedly saying that credit policies influence loan repayment in Umusingi SACCO Gihundwe
[bookmark: _Toc524345968][bookmark: _Toc109392880]4.3. The Influence of credit risk assessment on loan repayment in Umusingi SACCO Gihundwe
[bookmark: _Toc524346103]Table 4.8: Table Showing Answer on credit risk assessment practices in Umusingi SACCO Gihundwe
	
	Strong Agree
	Agree
	Disagree
	Strong Disagree
	Total

	We consider capacity of loan applicants
	2 (25%)
	6(75%)
	0(0%)
	0(0%)
	8(100%)

	We look at the long term planning horizon of every applicant loan
	6 (75%)
	2(25%)
	0(0%)
	0(0%)
	8(100%)

	We consider the past track record of repayment
	8(100%)
	0(0%)
	0(0%)
	0(0%)
	8(100%)

	The due date for loan repayment are never restricted
	2(25%)
	6(75%)
	0(0%)
	0(0%)
	8(100%)

	We look at the credit trustworthiness of loan applicants
	4 (50%)
	4(50%)
	0(0%)
	0(0%)
	8(100%)

	We periodically monitor project financed
	1 (12.5%)
	7 (87.5%)
	0(0%)
	0(0%)
	8(100%)

	We have credit evaluation committee
	8 (100%)
	0(0%)
	0(0%)
	0(0%)
	8(100%)

	We have monthly review of loan performance
	2 (25%)
	6(75%)
	0(0%)
	0(0%)
	8(100%)


Source: Primary data, 2022
From the above table 9, the respondents were asked their views on credit risk assessment practices in Umusingi SACCO Gihundwe. From the results, the majority of the respondents (75%) have strongly agreed that they consider capacity of loan applicants. Also, 25% agreed with such statement that they consider capacity of loan applicants. From the above table 9, 25% of the respondents strongly agreed that they look at the long term planning horizon of every applicant loan and 75% agreed with such statement that they look at the long term planning horizon of every applicant loan. From the above table 9, all the respondents (100%) strongly agreed with the statement that they consider the past track record of repayment. Also, 75% agreed that the due date for loan repayment is never restricted while 25% strongly agreed that with such statement that the due date for loan repayment is never restricted.
From the above table 9, 50% of the respondents strongly agreed with the statement that they look at the credit trustworthiness of loan applicants. For this statement also, 50% of the respondents agreed with it that they look at the credit trustworthiness of loan applicants. The above table 9 also showed that 12.5% of the respondents strongly agreed that they periodically monitor project financed. For this, also 77.5% strongly agreed with the statement that they periodically monitor project financed. From the above table 9, all 100% of the respondents strongly agreed that they have credit evaluation committee. Also, 25% of the respondents strong agreed and 75% agreed that they have monthly review of loan performance in Umusingi SACCO Gihundwe.  As the study findings indicates, it is  undoubtedly saying that  of credit risk assessment has a great influence  on loan repayment in Umusingi SACCO Gihundwe.
[bookmark: _Toc524345969][bookmark: _Toc109392881]4.4. Relationship credit management practices and loan repayments in Microfinance institutions 
The relationship credit management practices and loan repayments in Microfinance institutions is presented in the table 10 below as follows:
[bookmark: _Toc524346104]Table 4.9: Table Showing Relationship credit management practices and loan repayments in Microfinance institutions 
	
	Strong Agree
	Agree
	Disagree
	Strong Disagree
	Total

	Available collection policies have assisted towards effective loan recovery
	4(50%)
	4(50%)
	0(0%)
	0(0%)
	8(100%)

	Enforcement of guarantee policies provides chance for loan recovery in case of loan defaults
	2 (25%)
	6(75%)
	0(0%)
	0(0%)
	8(100%)

	Risk identification have a great impact on loan management in SACCOs
	7 (87.5%)
	1(12.5%)
	0(0%)
	0(0%)
	8(100%)

	Credit approval is a good credit management technique for repay loan
	4 (50%)
	4(50%)
	0(0%)
	0(0%)
	8(100%)

	Credit risk analysis and assessment increases loan repayments in our SACCO
	6 (75%)
	2(25%)
	0(0%)
	0(0%)
	8(100%)


Source: Primary data, 2022
The above table presents the respondents views on the relationship credit management practices and loan repayments in Microfinance institutions. From the findings, 50% of the respondents strongly agreed available collection policies have assisted towards effective loan recovery. Also, 50% of the respondents agreed with that statement that available collection policies have assisted towards effective loan recovery. The findings also revealed that 75% of the respondents agreed that enforcement of guarantee policies provides chance for loan recovery in case of loan defaults. For this statement, 25% also strongly agreed with it. From the above table, 87.5% of the respondents strongly agreed that risk identification have a great impact on loan management in SACCOs. For this also, 12.5% agreed that risk identification have a great impact on loan management in SACCOs. From the above table, 50% of the respondents strongly agreed that credit approval is a good credit management technique for repay loan while the remains 50% agreed with that statement that credit approval is a good credit management technique for repay loan. Finally, the findings on the above table showed that the majority of the respondents which were 75% strongly agreed that credit risk analysis and assessment increase loan repayments in our SACCO. Also, 25% of the respondents agreed with that statement that credit risk analysis and assessment increases loan repayments in our SACCO. Generally, credit management practices have a great impact on loan repayments not only to Umusingi SACCO Gihundwe but also to other in Microfinance institutions.
[bookmark: _Toc524345970][bookmark: _Toc109392882]4.5. Answer for interview
The first question of interview was addressed to the loan officer of Umusingi SACCO Gihundwe. It was to describe the importance of managing credit in Umusingi SACCO Gihundwe  From the answer, the loan officer told that management of credit enabling SACCO to avoid losses or bankruptcy. He said that the loanable amount is for clients the bank offer to the third party.  The failure to manage properly the policies and process of credit offering could affect a bank to fall in losses.
The second question of interview was addressed to loan recovery officer of Umusingi SACCO Gihundwe. This question was to describe the current status of loan repayments in your SACCO. Loan recovery officer told the researcher those no-performing loans in Umusingi SACCO Gihundwe was stood at 1.1% in the month of August. Loan recovery officer told the researcher that they have strong measures for loan repayments, they believed that at the end of this year, no-performing loans will be stood at 0%.
The last question of interview was addressed also to loan recovery officer.  It was to ask the challenges they encounter in loan recovery process. Loan recovery officer told the researcher that lack of transport especially in rural areas is the great challenge. He told also that they confronted by the loaners with corruption attitude towards them. Those are the prime challenges.
[bookmark: _Toc457999174][bookmark: _Toc458622207][bookmark: _Toc462425225][bookmark: _Toc467652779][bookmark: _Toc496707013][bookmark: _Toc457999077][bookmark: _Toc458296876][bookmark: _Toc458341420][bookmark: _Toc462425508]Table 4. 10: Correlation between cost management practices and loan repayment 
	
	Cost management
	Loan repayment Practices

	Pearson’s Correlation
	Cost management practices
	Correlation Coefficient
	1.000
	.626**

	
	
	Sig. (2-tailed)
	.
	.000

	
	
	N
	8
	8

	
	Loan Repayment
	Correlation Coefficient
	.626**
	1.000

	
	
	Sig. (2-tailed)
	.000
	.

	
	
	N
	8
	8


*Correlation is significant at the 0.01 level (2-tailed).
Legend:
[-1.00 - 0.00[	: Negative correlation; 
[0.00 - 0.25 [	: Positive and very low correlation; 
[0.25 - 0.50 [	: Positive and low correlation; 
[0.50 - 0.75 [	: Positive and high correlation and  
[0.75 - 1.00]	: Positive and very high correlation.
The table 11 is giving the relationship between cost management practices and loan repayment whereby the respondents N is 8 and the significant level is 0.01, the results indicate that independent variable has positive high correlation to dependent variable equal to .626** and the p-value is .000 which is less than 0.01. When p-value is less than significant level, therefore researchers conclude that variables are correlated and null hypothesis is rejected and remains with alternative hypothesis. This means that there is a significant positive and high relationship between cost management practices and loan repayment.
4.3 SUMMARY OF FINDINGS
This chapter four discusses Umusingi SACCO Gihundwe and credit management practices and loan repayment in Microfinance institutions in Rwanda as the results indicated in the above tables, a lot of credit management practices were put in place in order to influence loan repayments. 
From the findings, 50% of the respondents strongly agreed that they consider the creditworthiness of the client for loan approval. Also, 50% of the respondents agreed that they consider the creditworthiness of the client for loan approval. From the above tables, the majority of the respondents which were 75% strongly agreed that SACCO orients its loans towards productive purpose and 25% remains agreed that SACCO orients its loans towards productive purpose. From the above table 8, the majority of the respondents which were 62.5% have strong agreed that granting of loans is based on member's ability to repay while 37.5% agreed that granting of loans is based on member's ability to repay. From the above table, 75% of the respondents agreed that the due date for loan repayment is never restricted while 25% strongly agreed with that statement.  From those findings, it is undoubtedly saying that credit policies influence loan repayment in Umusingi SACCO Gihundwe..
The respondents views on credit risk assessment practices in Umusingi SACCO Gihundwe revealed that the majority of the respondents (75%) have strongly agreed that they consider capacity of loan applicants. Also, 25% agreed with such statement that they consider capacity of loan applicants. From the above table 9, 25% of the respondents strongly agreed that they look at the long term planning horizon of every applicant loan and 75% agreed with such statement that they look at the long term planning horizon of every applicant loan. From the above table 9, all the respondents (100%) strongly agreed with the statement that they consider the past track record of repayment. Also, 75% agreed that the due date for loan repayment is never restricted while 25% strongly agreed that with such statement that the due date for loan repayment is never restricted.As the study findings indicates, it is  undoubtedly saying that  of credit risk assessment has a great influence  on loan repayment in Umusingi SACCO Gihundwe.
Finally, investigating on the relationship between credit management practices and loan repayments in Microfinance institutions is Rwanda, the findings illustrate, 50% of the respondents strongly agreed available collection policies have assisted towards effective loan recovery. Also, 50% of the respondents agreed with that statement that available collection policies have assisted towards effective loan recovery. The findings also revealed that 75% of the respondents agreed that enforcement of guarantee policies provides chance for loan recovery in case of loan defaults. For this statement, 25% also strongly agreed with it. From the above table, 87.5% of the respondents strongly agreed that risk identification have a great impact on loan management in SACCOs. For this also, 12.5% agreed that risk identification have a great impact on loan management in SACCOs. From the above table, 50% of the respondents strongly agreed that credit approval is a good credit management technique for repay loan while the remains 50% agreed with that statement that credit approval is a good credit management technique for repay loan. Generally, credit management practices have a great impact on loan repayments not only to SACCO Muyira Dushyigikirane but also to other in Microfinance institutions.










[bookmark: _Toc496706983][bookmark: _Toc524345971][bookmark: _Toc109392883]CHAPTER FIVE: SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS
[bookmark: _Toc461625295][bookmark: _Toc467652750][bookmark: _Toc496706984][bookmark: _Toc524345972][bookmark: _Toc109392884]5.0. INTRODUCTION
This chapter presents the findings from the research study, the conclusion and the recommendation for the improvement of the study in relation to the research findings and then after suggestion for further study.
[bookmark: _Toc461625296][bookmark: _Toc467652751][bookmark: _Toc496706985][bookmark: _Toc524345973][bookmark: _Toc109392885]5.1. SUMMARY OF FINDINGS
These research findings were presented and interpreted in relation to the objectives of the study and literature review. The preceding chapter dealt theoretical and scientifically on the effects of Credit Management Practices relate to loan repayment in Microfinance institutions in Rwanda referred to the special focus of Umusingi SACCO Gihundwe as a case study. The results present the findings of the collected information from 8 respondents all from Umusingi SACCO Gihundwe. Therefore, the following objectives have been achieved as it is discussed in the findings below
[bookmark: _Toc496706986]5.1.1. Summary on the influence of credit policies on loan repayments in Umusingi SACCO Gihundwe. 
[bookmark: _Toc496706987]From the findings on the table 4.8, 50% of the respondents strongly agreed that they consider the creditworthiness of the client for loan approval. Also, 50% of the respondents agreed that they consider the creditworthiness of the client for loan approval. From the above table, the majority of the respondents which were 75% strongly agreed that SACCO orients its loans towards productive purpose and 25% remains agreed that SACCO orients its loans towards productive purpose. From the above table 8, the majority of the respondents which were 62.5% have strong agreed that granting of loans is based on member's ability to repay while 37.5% agreed that granting of loans is based on member's ability to repay. From the above table, 75% of the respondents agreed that the due date for loan repayment is never restricted while 25% strongly agreed with that statement.



5.1.2. Summary on the influence of credit risk assessment on loan repayment in Umusingi SACCO Gihundwe. 
From study findings on table 4.9, the majority of the respondents (75%) have strongly agreed that they consider capacity of loan applicants. Also, 25% agreed with such statement that they consider capacity of loan applicants. From the above table 9, 25% of the respondents strongly agreed that they look at the long term planning horizon of every applicant loan and 75% agreed with such statement that they look at the long term planning horizon of every applicant loan. From the above table 9, all the respondents (100%) strongly agreed with the statement that they consider the past track record of repayment. Also, 75% agreed that the due date for loan repayment is never restricted while 25% strongly agreed that with such statement that the due date for loan repayment is never restricted. 50% also of the respondents strongly agreed with the statement that they look at the credit trustworthiness of loan applicants. For this statement also, 50% of the respondents agreed with it that they look at the credit trustworthiness of loan applicants. The above table 9 also showed that 12.5% of the respondents strongly agreed that they periodically monitor project financed. For this, also 77.5% strongly agreed with the statement that they periodically monitor project financed. From findings on the table 9, all 100% of the respondents strongly agreed that they have credit evaluation committee. Also, 25% of the respondents strong agreed and 75% agreed that they have monthly review of loan performance in Umusingi SACCO Gihundwe.
[bookmark: _Toc496706988]5.1.3. Summary on relationship credit management practices and loan repayments in Microfinance institutions 
From the findings on the table 4.10, 50% of the respondents strongly agreed available collection policies have assisted towards effective loan recovery. Also, 50% of the respondents agreed with that statement that available collection policies have assisted towards effective loan recovery. The findings also revealed that 75% of the respondents agreed that enforcement of guarantee policies provides chance for loan recovery in case of loan defaults. For this statement, 25% also strongly agreed with it. From the above table, 87.5% of the respondents strongly agreed that risk identification have a great impact on loan management in SACCOs. For this also, 12.5% agreed that risk identification have a great impact on loan management in SACCOs. From the above table, 50% of the respondents strongly agreed that credit approval is a good credit management technique for repay loan while the remains 50% agreed with that statement that credit approval is a good credit management technique for repay loan. Finally, the findings showed that the majority of the respondents which were 75% strongly agreed that credit risk analysis and assessment increase loan repayments in our SACCO. Also, 25% of the respondents agreed with that statement that credit risk analysis and assessment increases loan repayments in our SACCO. This has been consolidated by the correlation coefficient on the table 4.11 where coefficient of correlation was 0.626 qualified as positive and high correlation between credit management practices and loan repayments in Microfinance institutions.
[bookmark: _Toc62721820][bookmark: _Toc63158712][bookmark: _Toc63158839][bookmark: _Toc63158966][bookmark: _Toc63430817][bookmark: _Toc63431001][bookmark: _Toc108419188][bookmark: _Toc109304376]5.2: CONCLUSIONS
The conclusion of this study is based on its specific objectives
[bookmark: _Toc496706990]5.2.1. Conclusion on the the influence of credit policies on loan repayments in Umusingi SACCO Gihundwe
[bookmark: _Toc496706991]The study findings indicated that credit policies has a great influence on loan repayment in Umusingi SACCO Gihundwe by considering  the creditworthiness of the client for loan approval, orients its loans towards productive purpose,  they grant loans basing on member's ability to repay  and the due date for loan repayment is never restricted.
[bookmark: _Toc524345975][bookmark: _Toc496706992]5.2.2. Conclusion on the influence of credit risk assessment on loan repayment in Umusingi SACCO Gihundwe
[bookmark: _Toc109392886]The study findings indicated that credit risk assessment is very influential on loan repayment in Umusingi SACCO Gihundwe. In credit risk assessment, they consider capacity of loan applicants, they look at the long term planning horizon of every applicant loan, they consider the past track record of repayment, they look at the credit trustworthiness of loan applicants, they periodically monitor project financed, they have credit evaluation committee and they have monthly review of loan performance. 
5.2.3. Conclusion on the relationship credit management practices and loan repayments in Microfinance institutions
The study findings revealed that there is strong relationship between credit management practices and loan repayments in Microfinance institutions. This was due to the strongest credit management practices such credit policies, delinquency management, risk identification, risk analysis and assessment, credit approval and credit risk control which improve loan recovery in Umusingi SACCO Gihundwe. 
5.3. RECOMMENDATIONS
Effective management of credit is essential to the long term success of any microfinance institutions. From the finding and conclusions, this study recommends that; 
Microfinance institutions should ensure to a very great extent on the adoption of credit standards, credit policy, credit terms and collection polices. Credit standards that a bank uses to determine whether to extend a loan or line of credit to an applicant, the study therefore recommended that there should be optimum credit standards indicating that before giving any loan, client’s repaying capacity, status of business and cash flows must be assessed. Credit terms normally stipulate the credit period, interest rate, method of calculating interest and frequency of loan installments. 
Umusingi SACCO Gihundwe should develop and maintain a credit administration function that provide guidance to anyone involved in the credit function of the banks and to insure safeguards are in place to manage the loan portfolio. Credit approval decision is made using a purely judgmental approach by merely inspecting the application form details of the applicant. 
The study recommends that Umusingi SACCO Gihundwe management should assess client capacity to repay the loan helps in taking loan decision whether a client should be a given a loan and about appropriate volume of loan. 
The study recommends that Umusingi SACCO Gihundwe should enhance their collection policy by adapting a more court litigation, collateral assets and enforce saving. The collection policy should ensure prompt and regular collection for fast turnover of working capital keeping collection costs and bad debts within limits and hence maintaining collection efficiency. Umusingi SACCO Gihundwe should develop appropriate credit policies to ensure that credit administration is done effectively and increasing the affect loan repayments and bad debts. 





5.3 SUGGESTION FOR FURTHER STUDY

The study sought to find the effect of Credit Management Practices relate to loan repayment in Microfinance institutions. This called for the analysis of Microfinance institutions only, thus area for further studies could consider banks or parastatals for purpose of making a comparison of the findings with those of the current study.
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[bookmark: _Toc524345980][bookmark: _Toc109392888]QUESTIONNAIRE

Dear respondents, 
We Madeleine and Josephine, doing our Research Project to be submitted in partial fulfilment of the requirement for the award of Bachelor’s Degree to be submitted to Kibogora Poltytechnic.
If you agree, I would like to ask you some questions. Your answers to these questions will be kept strictly confidential so that no one will know your answers. Not even your name will be written on this questionnaire. Your participation will greatly contribute to our understanding on ‘’the credit management and loan repayment in Microfinance institutions in Rwanda with the focus of Umusingi SACCO Gihundwe’’. 
If you accept, I would like to start.

Madeleine & Josephine

Thank you.













Instructions
The questionnaire is divided two: Bio data of respondents and Specific objectives
Please tick the response that you think is most appropriate to each question and indicates your response in the space provided.
Tick whichever is applicable to you:
SECTION A. BIOGRAPHY OF THE RESPONDENTS
1. What is your Gender?
a. Male    
b. Female 
2. What is your age? (Tick appropriately)
a. Below 20          
b. 21- 30               
c. 31- 40               
d. 41- 50               
d. 51 and above   
3. Marital status
a. Single
b. Married 
c. Divorced
d. Widowed 
4. Educational qualification:
a. Primary          
b. Secondary     
c. University     
d. Others specify ………………………………..
5. What is your position in Umusingi SACCO Gihundwe?
a. Manager          
b.  Accountant       
c. Loan recovery officer
d. Loan officer     
e. Credit analyst    
6. How long have you been working in Umusingi SACCO Gihundwe?
   a. 1 - 2 years           
   b. 2 – 3 years          
   c. 3 – 4 years          
   d. 5 years and above
SACTION A: QUESTIONS RELATED TO CREDIT POLICIES AND CREDIT RISK ASSESSMENT PRACTICES
7. Tick the appropriate answer on how credit policies influence loan repayment in Umusingi SACCO Gihundwe. Scale 1=Strongly Agree, 2=Agree, 3= Disagree, 4=Strongly Disagree
	
	1
	2
	3
	4

	1. We consider the creditworthiness of  the client for loan approval 
	
	
	
	

	2. The SACCO orients its loans towards productive purpose
	
	
	
	

	3. Granting of loans is based on member's ability to repay
	
	
	
	

	4. The due date for loan repayment are never restricted
	
	
	
	


SECTION B: QUESTIONS  RELATED TO THE INFLUENCE OF CREDIT RISK ASSESSMENT ON LOAN REPAYMENT IN UMUSINGI SACCO GIHUNDWE.
8. Tick the appropriate answer on how credit risk assessment practices in Umusingi SACCO Gihundwe. Scale 1=Strongly Agree, 2=Agree, 3= Disagree, 4=Strongly Disagree
	
	1
	2
	3
	4

	1. We consider capacity of loan applicants
	
	
	
	

	2. We look at the long term planning horizon of every applicant loan
	
	
	
	

	3. We consider the past track record of repayment
	
	
	
	

	4. The due date for loan repayment are never restricted
	
	
	
	

	5. We look at the credit trustworthiness of loan applicants
	
	
	
	

	6. We periodically monitor project financed
	
	
	
	

	7. We have credit evaluation committee
	
	
	
	

	8. We have monthly review of loan performance
	
	
	
	


SECTION C: TO ESTABLISH A RELATIONSHIP CREDIT MANAGEMENT PRACTICES AND LOAN REPAYMENTS IN MICROFINANCE INSTITUTIONS 
9. Tick the appropriate answer using Scale 1=SA, 2=A, 3= D, 4=SD
	
	1
	2
	3
	4

	a. Available collection policies have assisted towards effective loan recovery
	
	
	
	

	b. Enforcement of guarantee policies provides chance for loan recovery in case of loan defaults
	
	
	
	

	c. Risk identification have a great impact on loan management in SACCOs
	
	
	
	

	d. Credit approval is a good credit management technique for repay loan
	
	
	
	

	e. Credit risk analysis and assessment increases loan repayments in our SACCO
	
	
	
	




PARTY TWO: INTERVIEW GUIDE 	
1. What is the importance of managing credit in your SACCO?
..................................................................................................................................................... 
2.  What is the current status of loan repayments in your SACCO?
……………......................................................................................................................................
3. What are the challenges do you encountered in loan recovery process?

