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BACKGROUND

Digital lending is expanding rapidly across markets with significant mobile money or mobile
banking penetration. And as with all financial services, access and utilization patterns differ by
gender. Some digital lending may have the potential to overcome gender biases. For example,
borrowers can request a loan from anywhere, avoiding some transaction costs that are
particularly burdensome for women. It can standardize processes to avoid the human biases of
loan officers. Lenders can work around gender biases stemming from the use of titled land as
collateral by assessing creditworthiness on alternative data sources such as cash flows.

But digital lending can still suffer from inequities. Women may have less access to smart phones,
run smaller businesses deemed ‘unworthy’ by some lender, or lack certain forms of KYC required
for applications. They may be more likely to struggle navigating a smartphone app on their own.
And if the product itself wasn't designed with women in mind, it may be a poor fit for their
borrowing needs.

How can digital lenders be conscious of the range of gender issues that might be at work and
adapt their practices to be attractive and useful for women? FSD Uganda and the FSD Network
Gender Collaborative Programme explored these issues through a partnership with a digital
lender in Uganda from 2021-2023. FSD Uganda was simultaneously working with this lender to
expand the pool of capital available to women borrowers in the aftermath of Covid and the Ebola
outbreak by providing the lender a US$100,000 returnable grant specifically earmarked for
on-lending to women'’s businesses. We supplemented this with a targeted piece of research that
involved reviewing existing gender data and interviewing male and female customers to identify
where there might be opportunities for this lender to be more gender inclusive.

The results point to both specific things this firm is doing right and where they might improve,
while also providing a framework for how other firms might review their own data and practices in
an effort to be more gender intentional.

ABOUT THE PRODUCT

The current offering from this digital lender is a one-month (30-day) loan ranging from UGX
200,000-UGX 10 million (about $50-$2700) with an average interest rate of 12-13% per month. To
apply for the loan, potential borrowers must download the lender’s app from the Play Store and
pass a screening that includes basic personal information, business information, proof of
business ownership and physical premises, and contacts who can verify identity and help locate
the borrower in case of late payments. Only 10-20% of initial applications are approved.
Applications are typically turned around within 48 hours and often shorter for repeat borrowers.
Loans are disbursed and repaid over mobile money.
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APPROACH

Following a literature review, initial discussions with the lender, and an initial set of five informal
conversations with borrowers, we settled on five key themes in which we expected there might
be salient gender issues affecting women's uptake and usage of the digital loan product:
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Acquisition and trust

Women may be more likely to fear both borrowing in general and fraud
from sharing personal data on an app and therefore might rely more on
personal referrals. They may be more likely to want to confirm lender
legitimacy. They may also be less likely to have the appropriate KYC
documents to become eligible for a loan.

Usability

Women may be less comfortable navigating a new smartphone
application, understanding prompts in English, or interpreting complex
terms and conditions.

Product fit and utility

A ‘vanilla’ product may be less likely to align with the needs of women'’s
businesses, which might be quite small scale, face interruptions, and have
particular growth trajectories.

Repayment

Women may face more challenges paying on time, given business
interruptions, social obligations, or tech glitches. For example, DigiFarm
found that overall non-repayment of input loans was similar for men and
women, but that women were more likely to repay somewhat late.

Intra-household dynamics

Women may encounter challenges with their spouses that discourage
them from borrowing, divert loans to alternative purposes, or that support
or interfere with repayment.

Based on this classification, we built out a qualitative discussion guide to explore these issues
with existing and potential users, both male (N=8) and female (N=25). We sampled existing
customers from within the lender’s database, selecting customers from a range of profiles to
better understand a breadth of experiences (Table 1). We trained four local interviewers in the use
of the guide and in qualitative interviewing. We interviewed participants at their businesses, in
person, over 30-50 minutes. All the conversations were recorded and transcribed into English for

analysis.



Table 1: Overview of qualitative sample

Non-active customers (loan denial)

Non-Active Customers (by choice)

Formal segment clients borrowed more than 2x

Informal segment clients who have borrowed more than 2x
Super Users

Non-users

Total 25

Following a debriefing with the lender, they shared with us data trends across these themes
between October-March 2021. This provided a way to triangulate our field research and examine
the magnitude of gender differences across the portfolio.

FINDINGS

Overall, female clients told us they deeply valued their relationship with the lender. Borrowers
appreciated the trust the lender had in them without ever meeting them in person and that the
loan required no collateral, no difficult office visits, and was disbursed quickly. They appreciated
that they could grow their loan size by demonstrating good repayment behavior and sharing more
data on their business income. However, they had some frustrations that the loan term could not
extend, enabling them to make some longer-term investments. This was particularly salient for
women who were more likely to report that they had no alternative sources of credit. And many
wished that the lender better understood the social pressures they faced making it difficult to
sometimes pay in full on the exact due date. They wished there was a clearer pathway to being
able to borrow again once they cleared their balances and late fees.

Acquisition and trust

When it comes to acquisition, this particular lender told us they were able to increase the share of
women in its portfolio from around 30 to around 40 percent by removing requirements for formal
business registration, a decision that preceded their partnership with FSD Uganda. While fewer
women applied for loans, a larger share of them end up getting approved. We are not sure why
this is, but it is likely because more female applicants fit the basic lending criteria (including
having a fixed premises) at the time of application.

A total of 68% of the lenders’ new female clients came through personal referrals compared to
60% of men, according to the lender’s data. Personal referrals helped counteract women's fears
about borrowing or about the loan offer being linked to some kind of scam. Referees also typically
helped them download the app and complete the loan application the first time, overcoming
some potential challenges in navigating a new system. In spite of this, fewer women than men
felt comfortable making personal referrals themselves, worrying that someone who didn't repay
might jeopardize their own credit score. As of March 2022, 20% of male borrowers had made a
referral and only 15% of female ones.

Female borrowers gained further trust in the lender by being able to confirm their physical

presence in Uganda on Google maps and by talking with a live loan officer by phone after their
application. More sophisticated users read through Google Play Store reviews for the app before

joining.



Interviewer (I): Tell me a little bit of how your friend
convinced you to get the loan.

Respondent (R): She used to get [loans from them]. |
fook some time even because | fear loans; | don't like
them. So, she kept telling me, ‘You get. It will help.” She
is the one that also helped me download the app, but |
told her to wait and kept on postponing until a certain
time | went ahead.

We all know the system on how loans are being given in
Uganda. Those people end up in tears. [That’s] the
reason we fear to go into loans. Its only risk takers who
have also ended up in tears. That's why you see, [it's
difficult] to convince someone. We fear what is called a
loan. Loans are feared. Actually it’s [this digital lender]
which has made me believe that one can operate in a
loan.

Once women used the loan, they usually had a good experience. They valued their relationship
with the lender and preferred not to explore borrowing from other or multiple sources.
Reborrowing was very common for both men and women, at upwards of 94%, with men only
slightly (about 1 percentage point) more likely than women to reborrow.

Usability

The borrowers we spoke with found the app easy to follow and intuitive. Many had an initial
introduction to the app from the person who referred them, but were then able to navigate the app
on their own. That the app used English did not seem to be a barrier for women using the service,
even for those with low English literacy. They appreciated the simplicity of the interface and the
clarity of the loan terms, including the principal, interest, and duration.

Usability might be an issue for other apps in other markets. This lender had already put a lot of
attention into making sure their service was easy to use for business owners in Uganda.

I: When you were downloading the
app and filling out the application,
did anyone help you to do that?

R: I have a friend called [Adam]
whom | work with. He is the one who
helped me because I didn't know.

I: Since then, does he still help
you?

R: No, I do everything by myself.
There's a time they asked me to take
pictures and | did it by myself. He
only helped the first time.




Product fit and utility

Some interesting gender dynamics emerged in terms of the product fit and utility for customers.
Often first-time borrowers were just trying out the service to see if it really worked. Subsequent
loans were then typically directed at expanding inventory, as the lender intended. For regular, fast
turnaround businesses run by women, this was very useful, even transformative, in helping them
expand.

. [This Lender] is beautiful, that’s all | can tell
you. And when you apply, it is within just
hours, someone calls you, they ask you, you
Jjust pay your money on time, you can pay at
once, or you can pay in installments, and
every time you grow.

. | used the loan for buying my charcoal, as |
told you earlier. | got 200,000 shillings...At the
time it was about 42,000 shillings [per bag], so
those were like some four bags for me, and |
would sell two bags in one day. You see how |
made profit off that money, like 10,000
shillings per sack of charcoal? So, | was like if
these [Digital Lender] people give me more
money | can keep adding on adding on onto
my stock.
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To tell you the truth, I just used that money for
personal interest, because as | told you
earlier, | was just trying to see if it really works.

Looking at the lender’s data, we see that women'’s loan sizes (typically the limit is set by the
lender) were smaller than men's on average. Women's average loan size was 5%-14% less than
men's over the period we examined in 2021. This is likely do to the smaller average business size
among women.

Some male business owners with larger businesses and more borrowing alternatives were turned
off by initially very modest credit limits offered by the lender. Women had fewer options. This also
meant they were particularly frustrated when their loan limits grew beyond what they felt they
could comfortably repay in one month. They could see many ways that loans of that size could
help them to grow and expand, but only if the duration extended.

The time they give us is small, which is just a
month to clear the loan. For instance, there was
a time when my loan grew to 500,000shs, but
there is no way you can clear that loan in just a
month, so | cut the loan and could only take
300,000shs.



Some borrowers (all men in our sample) told us they “refinanced” their digital loan with informal
sources so they could effectively extend the duration and invest in business expansion. When
their digital loan was approaching its due date, they would borrow from a friend or business
acquaintance for about 48 hours, pay off their balance, immediately reborrow from the digital
lender, immediately use the disbursement to repay their informal loan, and either repay the digital
loan the following month or repeat the exercise again (Figure 1).

Figure 1: Some borrowers—all men in our sample—used informal borrowing to effectively
extend the term of their digital loan.
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Repayment

According to the lender’s data, women were slightly more likely than men to repay their loans on
time. If they were late in paying, they were about 1 percentage point more likely than men to
complete repayment within 15 days. They were also slightly more likely than men to settle late
fees or penalties.

We heard from women borrowers that they faced disproportionate challenges paying exactly on
time. Unlike men, the women we spoke with tended to have less wiggle room in their budgets. A
small interruption in planned business activity or an unexpected expense could disrupt their ability
to repay on time. This included, for example, having a sick child, needing to send money to a
relative for a medical emergency, and needing to travel to take care of a sick relative or attend a
funeral. Covid and Ebola disruptions were even more severe. The women we spoke with cleared
their balances, but sometimes did so late. Loan officers have been given some discretion over
whether these borrowers are allowed to borrow again, resulting in some inconsistencies in these
borrowers’ experiences when they try to borrow after settling their debts.

+ The repayment was not good because | paid after
one month and two days, that’s when I finished my
loan...By then my Mum was in the hospital and |
used all the money to take care of her.

* One time, when | had a sick child, and school
fees...the due date elapsed minus clearing.

* | cleared after exceeding like 2-3 days, so when |
applied again for the loan, | was told due to those
days | exceeded, | got a penalty whereby those
dates have to elapse first, then | can apply again for
the loan. It shows you that next time you have to
pay in time, because it affects you.




They wish there was a more transparent pathway to restoring their creditworthiness, given how
valuable they found the product. One thing they really appreciated about this lender was that they
didn't apply undue pressure or cause too much stress.

I don't like pressure. Anything that puts me in tension, | don't like it. That's when | look
at myself and say, ‘| have come a long way, let me move on.

Intra-household dynamics

Unless they were running a business together, men and women seemed to keep their money
matters private and separate. This was particularly common for lower income women in our
sample. Their businesses provided them with a sense of independence from their spouses. They
appreciated that their borrowing from the digital lender appeared to be private as well.

+ | came from a poor family, that | cannot deny. And | got married to a
man that was not motivating my plans of development. He really
wanted me to be a housewife, but when | reached in Kampala, | had
the plan to start my own business.

* My spouse doesn't provide any support to the business. But it has
survived because | rarely take money out of my business, because
he provides. There was a point when my husband was sick for two
years, and | managed to look after the family with income from my
business, and it still survived.

However, this lender sometimes inadvertently broke that privacy. The lender collects contacts for
two additional people from every potential borrower. These are not guarantors. Instead, the lender
often calls them to verify the borrower’s identity and ownership of their business. Some women
assumed that the contacts would be used only if they defaulted on their loans and were shocked
when the contacts were used in the loan application phase.

I: Did you ask your spouse
before getting the loan?

R: Actually, | had not told him yet
but | put him as my next of kin, but
these guys called him! | was like,
‘No way!’ That is why | can never.
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I: But you had put him as
guarantor?

R: I did not think they would call
him. They had not given me a
loan, yet they called him before.
That was bad.




THE IMPACT OF EARMARKED CAPITAL

When FSD Uganda provided this lender with a returnable grant for on-lending to women, they
hoped that this would keep capital flowing to women, even at a time when many lenders faced
illiquidity problems, first due to the Covid shock and then Ebola-related slowdowns. FSD was
concerned that women might be left out as lenders retreated to their least risky, and most
established clients as business overall slowed down. In the end, the grant enabled lending to a set
of about 1,000 women who were tracked separately for reporting requirements, but it did not
change the overall share of women in the lender’s portfolio. It also did not change the costs of
loans with savings from the grant passed along specifically to these borrowers. When discussing
this outcome with the lender, their reflection was the instrument was too small to have an impact
on the overall portfolio composition and interest rates that could be offered systematically. Like
other use-of-proceeds instruments, it was not designed in a way to impact on lending behavior in
a way that altered overall portfolio composition.

These are important reflections for market facilitators attempting to use facilities like returnable
grants and use-of-proceeds gender bonds to encourage more lending to women. While increasing
a lender’s overall source of funds, there may be little ultimate effect on how many women are
reached and how. Such instruments are simply not designed to impact significantly on lender
incentives and operations and may need to be a larger share of lenders’ overall capital in order to
affect interest rates in a meaningful way.

OPPORTUNITIES

Based on these insights, we had a conversation with the lender about what they might do to be
even more gender inclusive. Much of what they were already doing—making their app very simple,
reducing KYC requirements to minimum levels—was already drawing women in. But we were able
to discuss additional efforts they might consider.

For example, we talked about the need to retain their referrals initiative. This had been a costly
acquisition strategy for them, but it was clearly very important for drawing in more women, who
might be reluctant to sign up based on lighter touch marketing, like social media advertisements.
We talked about experimenting with lower cost referrals and planning retention strategies for
women borrowers that helped the lender recoup what might be higher initial acquisition costs.

One way they might increase the lifetime value of their female customers would be to enable
pathways to restore women's credit worthiness after paying late, but in full. They might also
explore—once internal bandwidth and financing allow—introducing a longer duration product for
customers with a strong repayment track record and the ability to expand. In previous attempts,
the firm had seen repayment rates drop quite a lot on longer duration products. But staying
meaningful in their customers’ lives—especially for their female customers—may require revisiting
this challenge.

In the meantime, we suggested that the lender make an effort to maintain the trust of women
borrowers by making it more clear how they would use the “contacts” borrowers provided when
applying for a loan.



IMPLICATIONS

This study demonstrates that, when done well, digital lending can be a powerful tool to support
the growth of women-run businesses. Many women business owners in our sample were offered
credit—and trust—for the first time, without time-consuming paperwork, office visits, demand for
collateral and guarantors, or the approval of their spouse. In this case, they found the interest rate
reasonable, and manageable in the contexts of their businesses. They could both grow and repay.
Systematically opening up to smaller and less formal businesses is an important way of drawing
women into this type of services. And there are a range of additional strategies digital lenders can
adopt to further appeal to this segment and ensure they benefit. A gender analysis along the lines
of what we did in this study can help identify those opportunities. For others looking to examine
their own operations, we've included the questions that guided us in this exercise in Annex A.

At the same time, digital lending startups may not be able to give women customers everything
they want. Startups face many competing demands on their capital and attention. For those who
support market development, it's important to recognize this and consider the most appropriate
tools available to help lenders be more inclusive. Mechanisms that increase their pool of capital
can support growth for products that are useful to women. That's an important goal. Still, different
tools, like those that enable this kind of analysis, reduce the risk around product experimentation,
and reward gender-forward innovation, are needed to make an impact on how women enter these
new ecosystems and how deeply they benefit.




ANNEX A

Exploring five dimensions of gender analysis in lending. Our
guiding questions.

Acquisition
and trust

Usability

Product fit and
utility

Repayment

Intra-household
dynamics

INTERNAL DATA

- What gender differences exist in
acquisition channels and costs?

- If there is a referral plan, do you see
gendered differences in referral chains?
(For example, do men refer both men and
women? Do women? Do men refer up to
larger businesses and down to smaller
ones? Do women?)

- Are there gendered differences in drop off
points and approvals for male and female
clients?

- Are there gendered differences in
questions asked during loan
applications?

- Are there gendered differences in
outreach to customer care? In making
complaints?

- Are there gendered differences in time it
takes to application completion?

- What variables are correlated with
reborrowing and how might those be
gendered?

- How does the pace of loan limit growth
vary by gender?

- How do repayment patterns differ by
gender?

« Which types of clients tend to fall behind?
Is there a segment that sometimes pays
late, but eventually catches up? Is that
gendered?

- What share of female borrowers’
businesses are “co-owned” with spouses?
What about for male borrowers?

- What share of male/female borrowers list
a spouse as a contact in the application?

CUSTOMER INTERVIEWS

+ Explore how they found out

about the product and tried
it for the first time, how they
built trust (or not)

+ Talk about app usage and

ease; Walk through app
features with subset of
clients

+ Business history
+ Borrowing history
+ Discussion about business

needs and products
available

+ Talk about payment

experiences and challenges
and how they were resolved

+ Discussed spousal consent

or information

+ Split of household financial

responsibilities
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The FSD Network is an alliance of organisations or ‘FSDs’ that
reduce poverty through financial sector development in
sub-Saharan Africa. The Network believes that financial systems
have the potential to play a major role in enabling inclusive growth
and ensuring access to basic services while assuring a sustainable
future for low-income people. Guided by the imperatives of the
United Nations’ Sustainable Development Goals (SDGs), the FSD
Network seeks to mould sustainable financial systems, enabling
them to work more inclusively across Africa. As part of this work,
the Network has initiated the Gender programme to enable
collaboration among FSD Network members to support the
development of gender inclusive financial systems which promote
gender equity. The Network is committed to ensuring not only that
women have greater access to financial services, but that those
services work for them in helping increase their incomes, access
welfare services and economic opportunities, and increase agency
in decision making both at home and in their communities and
workplaces. The Gender Programme is managed by the Gender
Lead and is financed by the Bill and Melinda Gates Foundation.

Innovate. Influence. Change

Financial Sector Deepening (FSD) Uganda is the country’s leading
‘think and do tank’ on financial inclusion and inclusive financial
market development. We are an independent not-for-profit
company committed to promoting greater access to financial
services. FSD Uganda seeks to develop a more inclusive financial
sector with a focus on low-income individuals. We support
innovation, conduct research, and support regulatory processes
that shape the financial sector. Our organisation is currently funded
by the Bill & Melinda Gates Foundation, the European Union, and
the Mastercard Foundation.
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