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  EFFECTS OF DIGITAL CREDIT PROVIDERS ON FINANCIAL INCLUSION OF LOW-

INCOME YOUTH IN NAIROBI AND THE NEED FOR GOVERNMENT REGULATION 

 

 

ABSTRACT  

This study researched on the effects of Digital 

Credit Providers (DCPs) on financial inclusion 

among the low-income youth in Nairobi, Kenya, 

and the need for Government regulation in the sec-

tor. The study was guided by three dependent vari-

ables and one moderating variable. Employing a 

descriptive research design and quantitative meth-

odology, the study collected data from 380 partici-

pants from ten wards in Nairobi drawn from a youth 

population of 338,669 from the same wards. The 

data analysis employed descriptive statistics on fre-

quency distributions, means, and standard devia-

tions to analyse the direct effects of DCPs on finan-

cial inclusion, the positive and negative impacts/ 

spillover effects of DCPs, and justification for Gov-

ernment regulation. The findings revealed male 

youths aged between 18 to 25 years were predomi-

nately engaged in digital borrowing to meet their 

day-to-day and lifestyle needs. Respondents largely 

perceive digital credit providers as catalysts for im-

proved financial inclusion, especially for youth 

marginalized by traditional banking systems. Addi-

tionally, many youth respondents acknowledged 

positive impacts such as increased access to financ-

ing, employment opportunities, and enhanced fi-

nancial autonomy as some of the effects of digital 

credit. One negative impact, the study identified pu-

nitive cost of credit, punitive cost of default, moral 

hazard, and over-indebtedness as the negative im-

pact of digital credit among low-income youth. A 

significant portion of respondents held multiple 

digital loans, with many listed in Credit Reference 

Bureaus (CRBs) due to defaults while others re-

duced their spending and borrowed from family and 

friends to repay digital credit. Finally, the study ad-

vocates for government regulation to safeguard 

consumers from potential exploitation by DCPs, 

improve data protection and transparency and pro-

mote sustainable financial inclusion. Whereas non-

regulation or regulatory gaps may favour DCPs, 

they can expose youths in Nairobi to financial ex-

ploitation by the DCPs and reliance on debt to sur-

vive and meet their personal needs. Government 

regulation and supervision are important to estab-

lish minimum standards ensuring consumer protec-

tion, and ways of working, and provide legal re-

course to aggrieved youth customers. The study 

also contends that regulatory frameworks should be 

flexible to accommodate digital credit technology 

advancements and the development of products for 

diverse consumer needs, thereby promoting respon-

sible lending practices and financial inclusion. 

Keywords: Digital channels, Digital Credit, Digital 

Financial Services, Financial Inclusion, Fintech, 

Credit, Digital Credit Providers (DCPs). 

INTRODUCTION   

The World Bank Group (2022) defines financial in-

clusion as access to productive and affordable fi-

nancial products and services by individuals and 

businesses. These financial products should meet 

their needs; transactions, payments, savings, credit, 

and insurance and should be delivered responsibly 

and sustainably. Access to affordable financial ser-

vices is essential for poverty reduction and eco-
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nomic growth. Countries with developed and inte-

grated financial systems have higher economic 

growth, and better financial management systems 

that facilitate the reductions in poverty and income 

inequality. For developing countries, this access to 

basic financial services can improve incomes, 

broaden access to credit, and improve the lives of 

its citizens (Pazarbasioglu, Mora, & 

Uttamchandani, 2020). 45% of adults in the devel-

oping world lack access to basic formal transaction 

accounts that would allow them to send and receive 

payments safely and easily, much less the savings, 

insurance, and credit services that would help them 

expand their businesses, effectively plan their fi-

nances, and plan for their futures The World Bank 

Group (WBG, 2020).  

Kenya reported a growth in its financial inclusion 

metric at a national level, with about 84% of the 

adults using commercial banks to access financial 

services in 2021 compared to 27% in 2006. Finan-

cial inclusion surveys in 2009, 2013, and 2015 

demonstrate the introduction of digital banking 

channels such as online banking and mobile money 

technology supported by telecommunication com-

panies has accelerated financial inclusion in Kenya 

Central Bank of Kenya, Kenya National Bureau of 

Statistics, and Financial Sector Deepening-Kenya 

(CBK, KNBS, and FSD-Kenya, 2022). Capitalising 

on this progress, the strategic emphasis of Kenya’s 

financial inclusion agenda has shifted from number 

of adults with bank accounts to the quality usage of 

financial products and services, savings, access to 

credit and the benefits these deliver (CBK, KNBS, 

and FSD-Kenya, 2022). In 2022, loan accounts in 

commercial banks were 499.3 number per thousand 

adults or 49.93% of total adults in Kenya Emerging 

Markets Group (ISI, 2022).  

The provision of DFS in Kenya began in 2010 with 

a joint venture between Safaricom PLC and Equity 

Bank PLC called M-Kesho®, which leveraged the 

transactional rails of M-Pesa® to offer full-fledged 

savings accounts and small-scale loans to mobile 

money account holders, with no account opening 

fees, no minimum balances, and no monthly 

charges. The small-scale loans ranged from USD 1 

to USD 50, and although the uptake of this product 

was poor, it laid the base for future innovations to 

deliver digital credit in Kenya, Kenya Bankers As-

sociation (KBA, 2019). A key driver for the rapid 

growth of DCPs in Kenya is the availability of pay-

ment platforms offered by telecommunication com-

panies in Kenya. One key prolific platform is M-

Pesa®, offered by Kenya’s largest telecommunica-

tion company, Safaricom PLC. These platforms not 

only facilitate cost-effective means of loan dis-

bursement and repayments but also provide trans-

action data used to assess borrowers’ creditworthi-

ness. These loans are offered as microcredits, where 

microcredit is a subset of microfinance and is de-

fined as the provision of small loans to individuals 

to promote economic empowerment (Biallas, 

Aijazuddin, & Opem, 2019). The latest FinAccess 

survey conducted between October and November 

of 2019 found that 13.6 % of youth (3.42 million 

adults) had used a digital loan in the year. In con-

trast, only 9 % of youth reported using a traditional 

loan from a commercial bank within the same pe-

riod (FSD-Kenya, 2019).  

Statement of the Problem 

Ahmad & Green (2020), infer that access to finan-

cial services is paramount to financial inclusion and 

sustainable economic performance in any country. 

To achieve this goal, DFS serve a key role in pro-

moting financial inclusion and negating the harmful 

effects of poverty among the youth (Asuming, 

Osei-Agyei, & Mohammed, 2019). Digital technol-

ogies have revolutionised how borrowers interact 

with financial service providers and how DCPs tar-

get possible customers, especially the youth who 

have limited access to credit from commercial 

banks (Gubbins & Totolo, 2018). Digital tools have 

enabled lenders and borrowers to disburse and re-

pay loans electronically, making the loan system 

“instant, automated, and remote”, facilitating finan-

cial inclusion (Ozili, 2018). 

In Sub-Saharan Africa, DCPs disburse loans 

through mobile money platforms supported by tel-

ecommunication companies (Wathome, 2020). 

Robinson, Park, & Blumenstock (2022) report that 
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there is a great demand for digital loans with mil-

lions of people having taken these loans, despite 

significant questions being raised regarding the ef-

fectiveness of these loans to the users and the infor-

mation transparency provided by lenders to their 

consumers. In Kenya, over 8.2 million people had 

digital loans as of May 2018 and most borrowers 

used the loans to meet emergencies, business, and 

day-to-day needs. Many of these borrowers do not 

fully understand the terms and conditions of the 

digital credit they received. Instead of building pos-

itive credit histories, half of all digital borrowers in 

the country are now officially considered defaulters 

and are ineligible for additional formal credit 

(Biallas, Aijazuddin, & Opem, 2019).  

DCPs offer low-value loans and the youth are at-

tracted to these loans as they meet their immediate 

and day-to-day needs. These loans range from USD 

1 to USD 30,000. The average loan limit across all 

providers is USD 4,000. Furthermore, 68% of mo-

bile loan accounts at DCPs are for loans between 

USD 1 to USD 50, while only 32% of accounts are 

for loans more than USD 50. Out of the 68%, the 

youth accounted for 74% of the low-value loans 

(CBK, KNBS, & FSD-Kenya, 2021). 69% of digi-

tal loans are issued to youth. Due to a lack of finan-

cial literacy and high hidden costs, many of them 

have been listed on the Credit Rating Bureau (CRB) 

due to failure to repay these loans. Consequently, 

barring them from accessing financial assistance 

from any accredited financial institutions or the 

government (Wameya, 2019).  

A survey on the quality of financial inclusion of-

fered by DCPs conducted by (CBK, KNBS, & 

FSD-Kenya, 2021) assessed financial literacy and 

consumer protection and reported that 70% of 

youth respondents relied on friends and family 

members to get financial advice. Some of the chal-

lenges cited by the young respondents included 

fraud through loss of money, unexpected transac-

tion charges, lack of transparency in the pricing of 

financial services and products, in addition to sys-

tem downtime that affected the quality of services 

received. 

Although the DFS provided by DCPs in developing 

countries are typically simple and involve small 

amounts of money, they are nonetheless vulnerable 

to fraud and other financial crimes. Successful im-

plementation of sustainable financial inclusion re-

quires a suitably regulated and supervised legal 

framework (Gibson, Lupo-Pasini, & Buckley, 

2017). Fintech lending in unbanked markets, where 

millions are excluded from mainstream financial 

services due to a lack of account history of credit 

score, has exploded. However, it has created real 

power differentials between suppliers and custom-

ers. These sectors have a growing reputation for 

taking advantage of customers with limited finan-

cial literacy and charging exorbitant rates. These 

providers have also violated implied privacy laws, 

by harvesting data from phones, with reports of 

even pressuring debtors by calling friends and fam-

ily members to embarrass them (RBI, 2022). 

Despite the rapid technological innovations in the 

digital credit environment, the Kenyan legal and 

regulatory framework has not responded to the 

changes on time. The Government enacted the Cen-

tral Bank Amendment Act (CBK) in 2022 giving 

CBK powers to regulate digital lenders despite 

these actors having been in the market for several 

years Kenya Bankers Association ( (KBA, 2023). 

The Act, however, does not provide CBK with the 

mechanisms, legal recourse, and authority to shut 

down unregistered DCPs. Additionally, the Act 

lacks a clear provision in law that expressly pre-

vents unregistered DCPs from operating until they 

are licensed. Unregistered DCPs have exploited this 

loophole by continuing to operate outside the pur-

view of the government. 

Specific Objectives 

The specific objectives are: 

a. To define the effect of fintech-facilitated 

digital credit on the financial inclusion of 

low-income youth borrowers in Nairobi, 

Kenya. 

b. To identify the positive impact of digital 

credit on the financial inclusion of low-in-

come youth in Nairobi, Kenya. 

c. To identify the negative impact of digital 

credit on the financial inclusion of low-in-

come youth in Nairobi, Kenya. 
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d. To investigate the moderating effect of 

Government regulations on the relationship 

between DCPs and financial inclusion 

among the low-income youth in Nairobi.  

LITERATURE REVIEW  

Theories of Financial Inclusion 

According to Ozili (2020), financial inclusion re-

fers to the access and ease of use of basic financial 

services by society (Ozili, 2020). Governments in 

developing and emerging countries have set poli-

cies to improve financial inclusion for their citi-

zens. Studies have demonstrated that access to sus-

tainable financial inclusion can improve the lives of 

marginalised persons by ensuring they have access 

to regulated and useful financial products and ser-

vices (Demirguc-Kunt & Klapper, 2018). 

Studies of successful implementation of financial 

inclusion programmes have been reported with no-

table examples in India (Nimbrayan, Tanwar, & 

Tripathi, 2019), Rwanda (Lichtenstein, 2018); 

(Otioma & Madureira, 2019), and Kenya (Hove & 

Dubus, 2019); (Wamuyu & Jagongo, 2022). In In-

dia, the Pradhan Mantri Jan Dhan Yojana (PMJDY) 

initiative improved financial inclusion and the fi-

nancial lives of the PMJDY members, achieving 

growth and financial independence in its initial 

years (Central Bank of India, 2019). 

Punitive Cost of Credit 

In a study conducted by Kiiti & Hennink (2017), on 

first-hand experiences of Jua Kali artisans (infor-

mal traders) with M-Shwari evaluated M-Shwari’s 

cost of credit and its effect on their financial situa-

tion. The study combined quantitative and qualita-

tive data collection methods to conduct sampled in-

terviews, focus group discussions, and surveys 

from eight urban areas from four counties in Kenya. 

The findings noted that M-Shwari loans were 

priced at punitive rates and had not benefited the 

Jua Kali artisans. Table 4.1 displays the maximum 

loan values offered by selected digital credit pro-

viders. 

Table 4.1: Sample of Digital Credit Providers in 

Kenya and their respective APRs. 

Digital 

Credit 

Providers 

Loan 

Range 

in 

USD* 

Fee/Nom-

inal Inter-

est Rate 

Ten-

ure in 

Days 

A

P

R

** 

1. Branc

h 

10 - 700 8%–14% 

monthly  

30–

485  

10

% 

- 

18

0

% 

2. Eq-

uity 

Eazzy 

Loan 

a. 10 - 

2,000 

b. 10 - 

30,000 

1.01% fee 

plus 

6.12% 

monthly  

a. 30 

b. 365  

79

% 

3. Jumo/ 

Airtel 

Kopa 

Cash 

5 - 200 13.5%, 

17%  

7, 14  12

1

% 

-

18

5

%

% 

4. KCB 

MPE

SA 

1 - 1,000 2.5% fee 

plus 

4.08% 

monthly 

30, 90 

or 

180  

40

.8

% 

- 

13

2

% 

5. Kopa 

Chap

aa 

5 - 1,000 0.85%–

0.98% 

daily  

10 31

0

% 

6. M-

Coop 

Cash 

10 - 

1,000 

8% fee 

plus 3.9% 

monthly  

30 50

% 

7. NCB

A M-

Shwa

ri 

1 - 500 7.5% 

monthly  

30 91

.5

0

% 

8. Pesa 

na 

Pesa 

5 - 100 10% fee  10 30

4

% 

9. Pesa 

Pata 

Peer 

20 - 200 5%–10% 

monthly  

28 36

5

% 
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Digital 

Credit 

Providers 

Loan 

Range 

in 

USD* 

Fee/Nom-

inal Inter-

est Rate 

Ten-

ure in 

Days 

A

P

R

** 

Lend-

ing 

10. Tala 30 - 500 5%–15% 

monthly  

30 19

5

% 

*Kenyan shilling, **Annual percentage rate 

Source: IFC 

Positive Impact of Digital Credit on Financial 

Inclusion 

Husted et al, (2012) referred to positive impact/ 

spillovers as externalities and occurrences that hap-

pen and have an inadvertent favourable bearing on 

third parties. Positive externalities occur when dig-

ital credit providers create benefits to others with-

out them paying. The following are the researched 

benefits: Employment Creation, Financial Literacy 

and Security. 

Negative Impact of Digital Credit on Financial 

Inclusion 

Negative impacts/ spillover effects from digital 

credit providers arise when the use of digital credit 

products imposes inadvertent consequences and 

costs on borrowers and other related parties 

(Ababio, et al., 2020). These negative consequences 

can be attributed to the Asymmetric Information 

Theory. The theory was originally proposed by 

Akerlof in 1970 and hypothesized that one party in 

a financial contract or transaction may possess 

more information about the financial transaction 

than the other party and exploit this advantage.  

Moral Hazard and Over-indebtedness 

Moral hazard is a problem caused by financial in-

clusion and occurs when a digital credit borrower's 

option to default on their debt outweighs the reper-

cussions of credit default (Zeljko, 2023). Digital 

credit is expected to enhance the well-being of 

youth; however, it also exposes lenders to moral 

hazards, which could negatively impact a credit 

provider's loan portfolio and financial stability in 

the long run, The World Bank (WBG, 2020) 

 The Conceptual Framework 

 

 

METHODOLOGY  

Research Design: This study employs a Correla-

tional Research Design and according to Mekonnen 

(2020), correlational research design is a type of 

non-experimental research method that measures 

two variables, understands, and assesses the statis-

tical relationship between them with no influence 

from any extraneous variable. It is designed to test 

research hypotheses in cases where it is not possible 

or desirable to experimentally manipulate the inde-

pendent variable of interest. It is also desirable be-

cause it allows the investigation of behaviour in 

naturally occurring situations. This study focuses 

on evaluating the relationship between digital credit 

providers and financial inclusion among the youth 

digital loan borrowers in Nairobi and the need for 

government regulation. 

Target Population: The population of interest re-

fers to the study’s target population it intends to 

study or treat (Pickard, 2013). A population must 

be defined in very specific terms to include only 
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those sampling units (items) that possess the char-

acteristics that are relevant to the problem (Fowler, 

2014). The target population for this study is youth 

digital credit consumers residing in Nairobi. For 

this study, the youth are a demographic of people 

between the ages of 18 years to 35 years as per Ar-

ticle 260 of the Constitution of Kenya (2010).  

According to the latest census report by the Kenya 

National Bureau of Statistics (KNBS) (2019), 

4,337,080 people are living in Nairobi, with the 

youth constituting 1,734,832 people or 40% of this 

population. We can therefore assume a target pop-

ulation of 1,734,832 youth in line with the figures 

from the KNBS. 

Sampling Frame & Size: The study’s sampling 

frame will comprise of former and present users of 

digital credit aged between 18-35 years, residing in 

Nairobi. The former users will have to have used 

digital credit within the study’s scope period. The 

list was obtained from the Kenya National Bureau 

of Statistics (KNBS) for Nairobi County. The sam-

ple size for this study was 380 respondents 

RESULTS AND DISCUSSION  

Digital Credit Providers Used by the Partici-

pants 

This section of the questionnaire assessed the types 

of DCP applications used by the respondents. The 

results and responses, as summarised in table 4.1 

indicated that most respondents had used more than 

one DCP within the study’s scope period. 

Table 4.1: Types of DCPs used and number of us-

ers. 

DCP  
Number of users 

from respondents 

Percent-

age (%) 

1. M-

Shwari. 
203 76% 

2. Eazzy 

loan (Eq-

uity). 

58 22% 

3. M-Coop 

Cash. 
76 29% 

4. KCB M-

Pesa. 
190 71% 

5. Tala. 95 36% 

6. Branch. 43 16% 

7. OKash. 62 23% 

8. Airtel 

Kopa 

Cash. 

47 18% 

9. Fuliza. 231 87% 

10. Others. 78 29% 

 

Limitation: The questionnaire was unable to pre-

cisely assess the frequency of DCP usage, as many 

respondents struggled to recall the exact number of 

times they utilised the DCP during the study's de-

fined timeframe. 

 

Reliability Test 

A pilot test was conducted using the first draft of 

the questionnaire on a sample of 20 participants 

(8% of total respondents) to assess the effective-

ness, comprehensiveness, and ease of use of the in-

strument. The results of the pilot test were utilised 

in running the coefficient alpha reliability test. 

Amirrudin et al, (2020) recommend an Alpha score 

of above 0.7 is a reliable score. The findings of the 

reliability test are shown in Table 4.2 below. 

Table 4.2: Cronbach’s Alpha Reliability Tests 

Variable Cronbach’s 

Alpha 

No of 

ques-

tions 

Decision 

1. Effect of 

digital 

credit 

provid-

ers 

0.941 5 Ac-

ceptable 

2. Positive 

impact 

0.947 5 Ac-

ceptable 

3. Nega-

tive im-

pact 

0.920 5 Ac-

ceptable 

4. Govern-

ment 

regula-

tion 

0.882 5 Ac-

ceptable 
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Direct Effects of Digital Credit on Financial In-

clusion of the Low-Income Youth in Nairobi 

The study sought to establish the direct effects of 

digital credit on the financial inclusion of the low-

income youth in Nairobi. All the data relating to the 

four research objectives was collected using a five-

point Likert scale whose responses ranged from 1: 

1-strongly disagree, 2- agree, 3- neutral, 4- Agree, 

and 5-Strongly agree. 

Table 4.3: Effects of Digital Credit on Finan-

cial Inclusion of the Youth in Nairobi. 

Statement Mean Stand-

ard 

Devi-

ation 

1. Digital credit grants me ac-

cess to loans which I was 

not able to access through 

the bank. 

4.237 0.901 

2. Digital credit does not re-

quire collateral to access 

credit. 

4.098 1.185 

3. Digital credit offers speed 

and ease of access to loans. 

4.267 0.897 

4. Digital credit is my source 

of operating capital for my 

business. 

4.053 1.133 

5. Digital credit has enabled 

me to build a credit history 

which has helped me access 

future loans. 

4.143 0.824 

Regression Analysis between Digital Credit Pro-

viders and Financial Inclusion among the Low-

Income Youth 

The research utilised a regression analysis to deter-

mine the nature of the relationship between finan-

cial inclusion and DCPs. The findings of this anal-

ysis are presented below in table 4.4: 

Table 4.4: Regression Analysis Testing the Rela-

tionship between DCPs and their Effect on Fi-

nancial Inclusion. 

 

 

Model Summary 

1 Multi-

ple R 

R 

Square 

Ad-

justed 

R 

Square 

Stand-

ard Er-

ror 

Ob-

ser-

va-

tions 

 0.973 0.946 0.919 4.160 266 

a. Predictors: (Constant), Digital credit providers 

ANOV

A      

  

d

f SS MS F 

Signifi-

cance F 

Regres-

sion 1 

9116.

45 

9116.

45 

34.90

886 0.027471 

Resid-

ual 2 522.3 

261.1

5   

Total 3 

9638.

75       

 

Coefficients 

  

Coeffi-

cients 

Standard 

Error t Stat 

P-

value 

Inter-

cept 12.7 1.553 

9.18

9 0.045 

1 1.47 0.227 

11.9

08 0.027 

Following descriptive analysis of the survey results 

in table 4.4, a regression analysis model was done 

to testing the relationship between DCPs and their 

effect on financial inclusion. The regression model 

above indicated that digital credit providers did 

have a significant effect on financial inclusion 

among the youth in Nairobi. The model reported an 

R-Squared result, 0.9458, which suggests that 

94.58% variation in financial inclusion among the 

youth can be explained by changes in digital credit 

and digital credit providers. Additionally, the coef-

ficients analysis indicated that both the intercept (β 

= 12.7, p = 0.045) and the coefficient for variable 1 

(β = 1.47, p = 0.027) supported the first objective 

and noted a relationship and effect of DCPs on fi-

nancial inclusion among the youth in Nairobi. 
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Regression Analysis between Positive Impact of 

Digital Credit Providers and Financial Inclusion 

among the Low-Income Youth 

The research utilised a regression analysis to deter-

mine the nature of the relationship between finan-

cial inclusion and DCPs. The findings of this anal-

ysis are presented below in table 4.5: 

Table 4.5: Regression Analysis Testing the Re-

lationship between DCPs and their Positive Im-

pact. 

Model Summary 

1 Multi-

ple R 

R 

Square 

Ad-

justed 

R 

Square 

Stand-

ard Er-

ror 

Ob-

ser-

va-

tions 

 0.882 0.933 0.901 5.003 266 

Predictors: (Constant), Digital credit providers 

 

 

CONCLUSION AND RECOMMENDATIONS 

Summary 

This study revealed issuance of digital credit to 

low-income youth has notably increased their ac-

cess to and utilisation of credit. These findings 

aligned with previous research by Pati & Roy 

(2018) that highlighted the importance of credit ac-

cess in improving the financial lives of citizens in 

any country. Additionally, Hwang & Tellez (2016) 

emphasized the role of digital credit in expanding 

financial inclusion by extending their services to 

underserved populations. The study adopted a de-

scriptive research design utilising a quantitative ap-

proach through a cross-sectional survey. The target 

population was young digital credit users in Nai-

robi, from this target population, a sample of 10 

wards within Nairobi were selected, these wards 

had an approximate total of 338,669 youth. The 

study used the Gill & Johnson (2010) sample size 

formula to select 380 respondents for this study; 

however, the study achieved a 70% response rate. 

Blumberg et al, (2014) have argued that a response 

rate above 60% is adequate and reliable for drawing 

inferences for the whole population when conduct-

ing quantitative analysis. Hence this response rate 

was selected for use in the current research.  

Conclusion  

The results of this study have concluded that digital 

credit providers (DCPs) do have a direct effect on 

financial inclusion among the low-income youth in 

Nairobi. The ease of accessing loans previously out 

of their reach, coupled with the quick access to 

credit to manage income fluctuations and emergen-

cies are key factors enhancing the association be-

tween DCPs and financial inclusion. Additionally, 

the emergence of digital credit rating models that 

bypass traditional commercial bank requirements 

such as bank account ownership, credit history, and 

collateral further promote financial inclusion. 

This study concludes that Digital Credit Providers 

(DCPs) present positive impacts/ spillover effects 

to low-income youth in Nairobi and enhance their 

financial inclusion in Kenya. DCP platforms, 

whether bank, telecom, or FinTech facilitated, have 

increased the youths' ability to access financial ser-

vices and participate more actively in the economy 

while supporting their needs to take advantage of 

various financial opportunities. One of the positive 

impacts of DCPs in Nairobi is the creation of em-

ployment for youths. The respondents of the survey 

reported that digital credit had allowed them to ac-

cess funds to start their micro and small enterprises 

(MSEs) or supplement their employment income 

by initiating income-generating projects commonly 

known as ‘side hustles’ in Kenya. 

This study concludes that access to digital credit 

has led to irresponsible financial behavioural pat-

terns and punitive consequences thereof. These 

negative behaviours include over-indebtedness, the 

use of digital loans to finance unaffordable life-

styles and excess loan defaults leading to wide-

spread credit reference bureau (CRB) blacklisting. 

Recommendations 

The study suggests that in order to expand the de-

velopment of healthy and sustainable digital finan-

cial services, increase the range of services offered, 
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and reach more underserved citizen classes and cat-

egories, digital credit providers should allocate re-

sources to research and development. Providing af-

fordable and accessible platforms of financial in-

clusion and enabling the unbanked youth to obtain 

sustainable financial services will not only help 

them manage sporadic income and unexpected ex-

penses, but it will also help them establish reliable 

credit history, improve their financial literacy 

which in turn will enable them to obtain financial 

services elsewhere. It is also advised that these pro-

viders who majorly utilise the M-Pesa money trans-

fer platform, diversify their loan disbursement 

channels to mitigate and reduce operational risk. As 

the youth are the majority consumers in Kenya, 

DCPs should use social media platforms to promote 

their services and educate the youth about various 

aspects and uses of their products. Social media dis-

cussions and direct engagements can help DCPs un-

derstand their clients better and refine their prod-

ucts and services to meet the market demands. 

From the results of this study, it is concluded that 

the youth in Nairobi utilise digital credit to meet 

their basic, personal, and lifestyle financing needs 

such as coping with emergencies and financing 

day-to-day expenses. This study recommends that 

DCPs work with the government, policymakers, 

and other stakeholders to provide the youth with fi-

nancial literacy education on the use of digital fi-

nance to build income-generating ventures. The 

study also recommends that the youth embrace the 

use of digital banking as it will help them reduce 

poverty by using digital loans to create employment 

and generate income by financing micro businesses 

using this credit. DCPs should integrate financial 

management tools in their mobile applications 

providing the youth with tools to their borrowing 

and repayment activities effectively as well as plan 

their finances accordingly. 

 

 Further Research Recommendations 

This study recommends more post-graduate, re-

searchers, students, and the academic fraternity 

should consider using this research as a baseline to 

conduct quantitative analyses assessing the impact 

of digital credit providers on youth and the broader 

Kenyan economy. The report suggests more re-

search should be done exploring how digital credit 

utilisation is helping Kenyan business owners meet 

their operating capital needs. Kenyan is a mature 

digital credit market with over 40 banks and 300 

FinTech companies offering digital services, some 

tailored to business owners, formally employed 

persons, and social organisations. 
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