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ABSTRACT 

Microcredit is a programme designed to extend small loans to very poor people for self 

employment projects that generate income, allowing them to care for themselves and their 

families. It's relevance for development has attracted attention among development 

practitioners and policymakers in many parts of the World. It has got wide support from 

aid agencies, governments, Non-Goverrimental Organizations (NGOs), and the public at 

large. This thesis assesses the contribution of MASLOC micro-credit to the sustainable 

livelihoods of the people of Nadowli District in the Upper West Region. The study 

examined the administration, nature of coverage, the usage and benefits of MASLOC 

credit offered to beneficiaries and the effect on their livelihoods. The study employed a 

qualitative research approach. This was complimented with a quantitative review of . 
secondary data.' Specific methods of data collection that were employed include Focus 

Group Discussion, in-depth, interviews and secondary data review. Data was primarily 

collected from MASLOC officials and beneficiaries. Results from the study showed that, 

MASLOC gave loans to individuals as a mechanism for reaching individual clients. 

Beneficiaries are expected to repay the loan over Six months and payments start exactly a 

month after disbursement. The study also revealed that, MASLOC lend money to the 

active poor consisting particularly women. Out of 29 groups, Five hundred and eighteen 

(518) were females whiles only Thirty-one (31) were males. The Findings also revealed 

that, out of the GHCI70, 200;00 disbursed, GRClS3, 000.00 went to women whiles only 

GHC 17,200.00 went to males. The beneficiaries used the money on three (3) categories of 

activities namely: Agro Based, Petty trade and Family welfare. The results also revealed 21 

uses for which loans applied. Out of this,ll were in Agro Based category, 6 in the Petty 

trade category and 4 in the family welfare. Most of the women were engaged in pito 

brewing. Finally the results showed that,' use of MASLOC micro-credit improved the 

li elihood of beneficiaries. The businesses of beneficiaries improved and this improved 

their ability to pay school fees and health insurance. To maximize the utility of MASLOC 

micro credit for improving the Livelihoods of beneficiaries, support services of 

benefic~es should go beyond enhancing capacities for loan recoveries and include 

identification of viable business opportunities for individuals. 
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CHAPTER ONE 

1.0 BACKGROUND TO THE STUDY 

1.1 Introduction 

Since the introduction of the Millennium Development Goals (MDGs) by the United 

Nations in September 2000, Ghana has aligned itself to achieve the aims and objectives 

of the set goals. In 2003, a paper on Ghana Poverty Reduction Strategy (GPRS) 1 was 

issued which aimed at providing policy framework towards the fight against poverty 

(GPRS, 2003). This was followed by GPRS 11 (2006-2009) which was to accelerate 
economic growth so that Ghana can achieve middle-income status within a measurable 

period of time. Even though Ghana has made some strides in the achievement of some . 

of the MDGs but for the sake of this paper, i will focus ~n ,MDG 1, i.e (Eradication of 

extreme poverty and hunger). Government in 2006 established the Microfinance and 

Small Loans Centre (MASLOC) under the Ghana Poverty Reduction Strategy 11, as a 
micro finance apex body responsible for implementing government's microfinance 

programmes targeted at reducing poverty, accelerating growth, creating employment 

and wealth (Quansah etal, 2012). According to Ledgerwood (1999) microfinance is the 

provision of financial services and payment (savings, credit, insurance and payment 

services) to low-income clients, including the self-employed. 

Microfinance (MF) is seen as one of the most efficient instruments in promoting 

economic development and fighting poverty in poorer countries. Numerous 
! 

Microfinance Institutions (MFls) in all regions have prov~n, that financial services can 

be offered on a sustainable basis with high outreach. With the increasing importance of 

MF for the overall development 'of financial sectors in Devel.oping Countries, MFIs 

have started to initiate projects and programmes that support the microfinance industry 

as a whole. A prominent example is Rural Financial Services Project in Ghana (RFSP). 

The microfinance community has made great strides in learning how poor people use 

financial services and the impact these services have on their lives. Earlier models of 

micr?~nance delivery were mostly supply driven, with an emphasis on replicating 

specific credit methodologies. It is increasingly recognized that, to be effective, 

financial services for the poor must be market driven and thus respond to client needs 

(CGAP, 2006). Donors and investors generally do not engage directly with the clients . 
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of microfinance services although some international and local NGOs may do so. 

Nevertheless, it is important that staff of donors and investors understand the financial 

reality of the poor to ensure that projects consistently meet client demand (CGAP, 

2006). 

Over the last twenty years, microcredit has been promoted as one of the most effective 

tools for poverty reduction in Developing Countries. It's not charity, but investment, 

and to understand it; we need to look at poverty in the world today (Batman, 2010). 

More than one out of five people in the world's 1.3 billion people struggle to live on 

less than $1 a day. They are trapped in poverty so severe that, they cannot adequately 

feed, clothe, or shelter themselves or their families. More than half of the global 

populations of 3.2 billion survive on less than $400 a' year per capita (Maes and Reed, 

2012). Out of nearly two billion people living in developing countries, 1.34 billion are 

in rural areas and half of them still live below the estimated poverty line (UN, 1991). 

Poverty reduction has become the object of unprecedented attention at international 

summits in the 1990's. Canada, through the Canadian International Development 

Agency (CIDA), has committed to the targets set by both the Organization for 

Economic co-operation and Development (OECD) and International Development 

Goals, most recently, the Millennium Development Goals which focus on poverty 

reduction for those living on less than a dollar a day (Mordurch, i 1999). Microfinance 

has proven to be an effective and powerful tool for poverty reduction (Ayibani, 2011) 

like many other development tools; however, it has insufficiently penetrated the poorer 

strata of society. The poorest form the vast majority of those without access to primary 

health care and basic education; similarly, they are the majority of ' those without access 

to microfinance (Batman, 2010). Many' Countries in the Developing World have 

embraced Micro finance as a Development tool and Afghanistan is among the many 

countries seeking to expand access to financial services for its poor to create secure 

livelihoods and promote economic growth (Andersen, Kantor and Sim, 2008) 

Studi 's on industrial development of different countries have shown that small and 

Micro enterprises constitute an integral part of the over-all industrial sector with 

Microfinance playing an active and significant role in the growth and development of 

these industries (Uddin, 2011; Morduch, and Harley, 2002; Bhasin and Akpalu, 2001) 
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These enterprises contribute significantly to employment generation and output growth 

of different countries of which Ghana is not an exception. When launching a new 

financial package titled "Smile" in 1997, Dr. K. Duffuor, then governor of Bank of 

Ghana stated, "As long as we neglect the small business sector we will always have 

problem of unemployment as well as underdeveloped nontraditional sector and we 

shall always remain a dependent economy and vision 2020 will remain a dream", Over 

the years, various governments of Ghana have recognized the need to develop the small ' 

and micro enterprises (Bhasin and Akpalu, 2001). About Thirteen million micro 

entrepreneurs worldwide have benefited from microcredit, using their loans to increase 

their income and lift their families out of poverty (Maes and Reed, 2012). But there 

remain 200 million families who work hard, but cannot access affordable credit (Maes 

and Reed, 2012). Microfinance has been a major topic in both economic literature and 

development policy for the last ten years (Batman, 2010). Approximately three million 

two hundred thousand households representing 46 percent of all households in Ghana 

operate non-farm enterprises with women operating 72 percent of these businesses. 

Some 52 percent of the households operating non-farm enterprises are found in urban 

localities. Almost half (49.5%) of all businesses involve trading, and most of the rest 

are into some kind of manufacturing. The main sources of capital for non-farm . 

enterprises are household savings (60%) and assistance from relati~es or friends (20%). 

It is worthy to note that more skilled than unskilled persons are currently engaged in 

nonfarm enterprises {Ghana Statistical Service (GSS), 2008} 

In Ghana, both the government in its poverty reduction strategy and the international 

donor community promote microfinance as a key strategy to reduce poverty (Adjei, et 

ai, 2007). The generation of self employment in the small and micro-enterprises 

requires investment in working capital. However, at low levels of income, the 

accumulation of such capital may be difficult. Under such circumstances, loans, by 

increasing family income, can help the poor to accumulate capital and investment in 

employment generating activities (Hossain, 1988). The World Development Report 
, , 

(Worjd Bank,2000) also states that there are over 500 million of the world's poor 

people who are economically active and these people earn their living by being either 

self-employed or by working in micro-enterprises (World Bank, 2000). The Ghana 

Human Development Report of 2007 states that: 'including agriculture, the informal 
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economy employs 91 percent of the economically 'active' {United Nations 

Development Programme (UNDP), 2007: 28}. Poverty in Ghana has remained a 

disproportionately real phenomenon up till now. Eighty six (86) percent of the total 

population living below the poverty line in Ghana are living in rural areas (GSS, 2008). 

It has consistently been argued that poverty is a problem, and political and academic 

concerns have been that something should be done in response to this problem 

(Batman, 2010). Average annual household income in Ghana is about GH¢ 1 ,217.00 

whilst the average per capita income is almost GH¢400 Ghana Statistical Service (GSS, 

2008). There are regional differences with Greater Accra region recording the highest 

of GH¢544.00 whilst Upper West and Upper East regions had less than GH¢130.00. 

(GSS, 2008). 

Increasingly, it is the positive participation of the poor in the development process 

which is seen to reduce poverty. Micro-financing which involves the poor directly is 

one of the strategies generally accepted for the reduction of poverty (Latifee, 2003),. 

The persistence of rural poverty has a negative impact on child and infant mortality, 

nutrition, education, general health, population and income. Recently, rural poverty 

reduction has been the subject of concern to the Ghana government and other 

international bodies like the United Nations. However, some school of thought remains 

skeptical about the role of micro-credit in' reducing poverty. For example, while 

acknowledging the role Micro-credit can play in helping to reduce poverty, Hulme and 

Moseley (1996: 134), concluded from their research that "most con_temporary schemes 

are less effective than they might be", They argued that inicro-credit is not a panacea 

for poverty alleviation and that in some cases the poorest people have been made 

worse-off. Poverty exists in both rural and urban areas, but they are serious in rural 

areas where more people are affected (UNDP, 2003). The phenomenon is not just bad 

for social justice, but also bad for efficiency (UNDP, 2003). The Upper West Region is 

one of the poorest in Ghana and the people are hardworking and involved in a wide 

diversity-of livelihoods (Derbile, 2012). People of Nadowli District especially women, 

suffer chronic poverty and exclusion from resource ownership because of peculiar 

nature of the cultural influence on gender roles and seasonal migration of men to the 

south (Kyei, 2008). Some of the Livelihood activities engaged: in by the people of 

Nadowli District are: petty trade/trading in periodic markets, Shea nut picking, pito 
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brewing, dress making/sewing cake making, Charcoal burning, Dawadawa processing 

and cooking and selling food. 

The topic of micro credit has received extra attention lately, since ,UN declared 2005 to 

be the International Year of Micro Credit. This correlates-well with the Millennium 

Development Goals, where one of the goals is to decrease by 50 % the proportion of 

people living in extreme poverty by 2015. Micro credit is a very important tool to help 

people out of poverty in many countries around the world. It is important to get a 

deeper understanding of the effect of the MASLOC microcredit on the livelihoods of 

the beneficiaries hence this study seeks to find out the contribution of MASLOC 

microcredit to the sustainable' livelihoods of the people of the Nadowli District in the 

Upper West Region of Ghana. 

1.2 Problem statement 

According to Shah (1999), poverty hinders world growth and serves as a' constant factor 

of instability and environmental deterioration. Affected societies are often associated 

with crime and apprehensions, conflicts, migration, and social tension. About half the 

world populations, nearly three billion live on less than US$1 per day and the Gross 

Domestic Product of the poorest 48 nations is less than the world's three richest people 

combined. Shah concluded that, indeed the gap between the rich and the poor is 

widening and this has been described as "morally outrageous, economically wasteful, 

and potentially socially explosive". It has been estimated that poverty remain higher in 

rural areas (52%) and half of the population living in the rural savanna zones continue 

to be extremely poor (Steel and Andah, 2003). Problems in accessing credit facilities 

coupled with the exorbitant interest rates by most of the banks led to the promulgation 

of PNDC Law 328 in 1991 which .was to allow the establishment of different categories 

of non-bank financial institutions, including savings and loans companies, credit unions 

and many others to give credit and loans to the rural poor in society most especially the 

active poor. 

_' 

After over a decade 'of stabilization and structural adjustment programmes in the low 

income countries of sub-saharan African, poverty continues to be a critical and 

formidable challenge in Ghana (Kyei, 2008). Households from the forest ecological 
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zone in Ghana have experienced the largest decline during the 1990s, the coastal areas 

are now the ones having benefited the most of Ghana's economic growth since the late 

1990s (Ghana Statistical Service, 2007). Notwithstanding the marginal decline of 

poverty incidence from about 73% in 19911/92 to 70% in 1998/99, and a significant 

decline to about 60% in 2005/06, Rural Savannah remains the locality with the highest 

poverty incidence in the country (Ghana Statistical Service, 2007). 

Microfinance as a financial tool for the poor and its increasing role to poverty reduction 

is generally acknowledged (Asiama, and Osei, 2007; Bateman, 2010; Adjei, et aI, 

2009). Against this back ground many Microfinance institutions promote MF in the 

Upper West Region (UWR) as a means for reducing poverty. The Nadowli district is 

one of the 9 districts in the Upper West Region and is the focus of this study. Women 

in the Nadowli District of the Upper West Region, suffer chronic poverty and exclusion 

from resources because of the peculiar nature of cultural influence on gender roles and 

the seasonal migration of men to the south (Kyei, 2008). A number of MFIs operate in 

the Nadowli District of the UWR in an attempt to reduce poverty. Some examples are; 

National Board for Small Scale Industries (NBSSI), Sinapi Aba Trust (SAT), 

Microfinance and Small Loan Centre (MASLOC) District Assembly poverty 

Alleviation Fund (DAPAF) and Sonzelle Rural Bank-Nadowli. Women in the Upper 

West agree that, some inroads have been made in the area of microfinance in the 

region, given the proliferation ofMFls in many urban and rural communities. However, 

the MFIs have not solved the problem of access to credit. Due' to the incidence of 

poverty and unsecure livelihoods, there is still an unmet need for microcredit for the 

people especially women and 'positive action by all stakeholders is required in order to 

secure livelihood (Derbile, 2012) 

Previous studies on poverty alleviation is seen mostly in one area: contribution of 

decentralization and microfinance to poverty reduction, mostly in southern Ghana and· 

very littlein Northern Ghana. (Kendie, and Martens, 2008; Kyei, 2008; Bateman, 2010; 

Abe-a: 2000; Adjei, and Hossain, 2009; Ayibani, 2011). The 'subject of micro credit has 

received extra attention lately, since UN declared 2005 to be t~e International Year of 

Micro Credit. This correlates well with the Millennium Development Goals 1 and 11, 

where one of the goals is to decrease by 50% the proportion of people living in extreme 
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poverty by 2015. Micro credit is a very important tool to help people out of poverty in 

many countries around the world. It is important to get a deeper understanding of 

microfinance and its effect on livelihoods and poverty reduction. The problem this 

study concerns itselfwith is the high poverty level and exclusion from resources couple 

with the unsecured livelihoods of the people of the Nadowli District though there have 

been interventions from various microfinance institutions such as MASLOC. The study 

therefore seeks to investigate the contributions of MASLOC microcredit scheme to 

sustainable livelihoods of the people ofNadowli District in the Upper West region. 

1.3 Research Question 

Main Question 

How does microcredit contribute to improvement i~ the livelihoods of people in the 

Nadowli District? 

Sub Questions 

1. How is the MASLOC micro-credit scheme administered for credit delivery? 

2. What is the nature of coverage in the operation of micro credit? 

3. How is the credit used by the beneficiaries? 

4. How does micro-credit improve the livelihoods of the beneficiaries? 

1.4 Research Objectives 

Main Objective 

To assess the contribution of micro credit to the improvement-in- livelihoods of the 

people of adowli District. 

Sub Objectives 

1. To describe how the MASLOC micro-credit scheme is administered for credit 

delivery. 

2, To find out the nature of coverage in the administration of micro credit. 

3. To find out how the-credit is used or applied. 

4. To find out how micro credit improves livelihoods _. 

1.5 Significance of the Study 

From the problem statement above, the study will come out with the role microcredit is 

playing in the livelihoods of the beneficiaries in the Nadowli'District of the Upper West 
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Region. Poverty exists In both Developed and developing countries but rife in 

Developing Countries where more people are affected. The phenomenon is not just bad 
, I 

for social justice, but also bad for economic efficiency (l!NDP, 2007; cited in Kendie 

and Martens, 2008). Microcredit has been considered one of the most significant 

innovations in the field of development in the last thirty years. It plays an important 

role in poverty eradication, socio-economic development and livelihood enhancement 

(Asiaman and Osei, 2007 and Bateman, 2010). 

In Ghana, the private sector in the rural areas is dominated by the active poor who are 

into petty trade, micro and small scale enterprises (GSS, 2007). An attempt to 

strengthen these categories of people means equipping them with finances and 
, 

entrepreneurial skills hence the influx of many microfinance institutions in Ghana and 

in the Nadowli District of the Upper West Region who provide microcredit to the active' 
, I 

poor. 

The idea to investigate the contribution of microcredit to thelivelihood enhancement of 

the beneficiaries of microcredit in the Nadowli District will suggest ways that can best 

improve the microfinance sector which can lead to better livelihoods of the people. 

" 
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CHAPTER TWO 

2.0 MICROFINANCE AND LIVELIHOOD DEVELOPMENT 

2.1 Introduction 

Direct lending between friends, families and neighbors has existedbefore formal banks, 

legal agreements and even currencies. These loans were often small and much like 

today's microfinance which relied on relationships of trust between individuals, or 

social capital. Today, formal banks playa large role in financial intermediation, which 

has allowed for scale transparency and efficiency, but has failed to meet the needs of 

the poor. This has led to the birth of the microfinance industry to provide even the 

smallest businesses with sources of financing (Powers, Magnoni and knapp, 2008). It 

has been stressed that, access to well functioning financial sector offering a variety of 

financial products and services can directly provide the tools needed to protect, 

diversify and increase one's sources of income. Despite the broad consensus of the 

importance of financial access as poverty alleviation tool, it is estimated that between 

two and three billion people around the world have no access ,to financial service. 

Consequently, the majority of the population in the Developing countries does not have 

access to formal financial services. The situation is particularly dire in the least 

developed countries especially Ghana, where more than 90% of the population is 

excluded from the financial system (UN Advisors Group on Inclusive Financial 

Sectors, 2008) 

2.2 Microfinance. 

According to Zaman (2004), some NGOs in Bolivia, Brazil and; Bangladesh in 1979 

initiated a strategy to provide financial support to the underprivileged which has been 

adopted by many African countries to reduce poverty and to create wealth among the 

rural poor. It is rather unfortunate that as poverty in Asia and Latin America is 

declining; that of sub-Saharan Africa keeps increasing. It was estimated that poverty 

level-In China between 1990 and 2001 reduced from about 375 million to 212 million; 

that of sub-Sahara Africa soared from 227 million to 313 million within the same 

period (Daley-Harris,2009). 
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Former World Bank President James Wolfensohn said "Microfinance fits squarely into 

the Bank's overall strategy. As you know, the Bank's mission is to reduce poverty and 

improve living standards by promoting sustainable growth and investment in people 

through loans, technical assistance, and policy guidance. Microfinance contributes 

directly to this objective" (Devaraja, 2011: p13). The emphasis on microfinance is 

reflected in microfinance being a key feature in Poverty Reduction Strategy Papers 

(PRSPs). Realizing the importance of microfinance, World Bank has also taken major 

steps in developing the sector. Formation of Consultative Group to Assist the Poor 

(CGAP) in 1995 as a consortium of 33 Public and private development agencies and 

establishment of Microfinance Management Institute (MFMI) in' 2003 are significant . , 
landmarks. CGAP acts as a "resource center for the entire rnicrofinance industry, where 

it incubates and supports 'new ideas, innovative products; cutting-edge technology, 

novel mechanisms for delivering financial services, and concrete solutions to the 

challenges of expanding microfinance". As many as 15 MFMI were established with 

support of CGAP and Open Society Institute for meeting the technical and managerial 

skills required for microfinance sector. CGAP has been instrumental in shaping the 

dominant theoretical orientation of microfinance. The guiding philosophy behind 

diverse sphere of CGAP activities by way of dissemination of microfinance best 

practice, grant-making to MFls (Devaraja, 2011) 

There are different definitions of microfinance. Ledgerwood (1999) defines 

microfinance as the provision of financial services and paymef.lt (savings, credit, 

insurance and payment services) to low-income clients, including the self-employed. 

Similarly, according to (Asiama and Osei, 2007) Microfinance encompasses the. 

provision of financial services and the management of small amounts of money through 

a range of products and a system of intermediary functions that are targeted at low 

income client. It includes loans, savings, insurance, transfer services and other financial 

products and services. Also, According to Schreiner and Colombat (2001), 

microfinance is the effort to improve access to small deposits and loans for poor 

households who hardly could access loans from the banks. Task Force on Supportive Policy 

and Regulatory Framework for Micro-Finance' constituted by NABARD (National Bank for 

Agriculture & Rural Development) defines "micro-finance as the provision of thrift, saving, credit and 
, , 

financial services and products of very small amounts to the poorin rural, semi-Urban and urban areas 
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• The recognition that microfinance can have significant impact on cross cutting 

issues such as women's empowerment, reducing the spread of HIV/AIDS and 

environmental degradation as well as improving social indicators such as 

education, housing and health.(Asiama and Osei 2007 and Bateman 2010) 

Studies have shown that, micro-finance plays three broad rolesin development: 

• It helps very poor households meet basic needs and protects against risks, 

• It is associated with improvements in household economic welfare, 

• It helps to empower women by supporting women's economic participation and 

so promotes gender equity (Nalugala et-al 2002; Asiama and Osei 2007 and 

Omorodion 2007). 

There are two main approaches in the area of micro finance today. One is described 

as Subsidized Credit Delivery. From this point of view, poor people. are considered 

unable to lend and save, and therefore are in need of subsidized credit services. The 

other approach is called Commercialized Sustainable Microfinance and is based on . 

the idea that poor people can and do save and rep~y their loans to commercial 

interest rates, but need secure financial institutions for doing this. From the above 

definitions, I would say that, the ideas put up by the authors are very clear and 

factual all reflecting similar ideas in diverse ways. They all focused on the 

provision of financial services and the targets being the financially marginalized in 

the society leading to poverty reduction and I would add that it. consequently leads 

to livelihood improvement. It must however be noted that, microfinance can 

achieve its intended purpose of reducing poverty and improving livelihoods only 

when it is readily accessible to the poor and used for its intended purpose with 

effective monitoring and guidance. 
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2.2.1 Microcredit as part of Microfinance 

Micro-credit is a financial innovation which originated in Bangladesh with the 

Grameen Bank where it has successfully enabled extremely impoverished people to 

engage in self-employment projects that allow them to generate an income and, in 

many cases, begin to build wealth and exit poverty. Due to the success of micro-credit, 

many in the traditional banking industry have begun to realize that these micro-credit 

borrowers should more correctly be categorized as "pre-bankable"; thus, micro-credit is 

increasingly gaining credibility in the mainstream finance industry and many traditional. 

large finance organizations are contemplating micro-credit projects as a source of 

future growth. Although almost everyone in Iarger development organizations 

discounted the likelihood of success of micro-credit when it begun in its modern 

incarnation as pilot projects with ACCION Intematio~al and Muhammad Yunus in the 

mid-1970s, the United Nations recognized it as an effective tool for fighting poverty 

and declared 2005 as the International Year of Micro-credit (Bateman, 2910) 

The word 'credit' comes from the Latin word 'credo' meaning 'to believe' or 'to trust'. 

Hence 'credit' entails someone, the lender, to believe or to trust someone, the borrower, 

with funds to be used by the 'borrower for his or her purposes (i.e., Business, 

Consumption) to be repaid to the lender with interest at a later stage on agreed terms . 

and conditions (Rahman, 2005). Microcredit has come to occupy a central place all 
, 

over the globe in providing financial resources to the poor and changing their 

livelihoods. These pro-poor borrowers lack access to formal loans .or credit (Grameen 

Bank, 2008a, 2009; Uddin, 2011).Micro credit means, provision and management of 

small amounts (credit) of money to low income clients to finance small scale 

entrepreneurial activities (Abed, 2000; Bateman, 20 10 and Sinhas, 1998). 

Different scholars defined microcredit differently; the definition of microcredit that was 

adopted in the Microcredit Summit held in Washington, D.C., 1997 is that: microcredit 

programs' extend small loans to very poor people for self employment projects that 

generate income, allowing them to care for themselves and their families (Asiama and 

Osei, 2007 and Grameen Bank, 20 11). According to Rahman (1999) and Chowdhury et 

a!. (2005), microcredit is a Grameen Bank innovation, defined as an' extension of small 

amounts of collateral-free institutional loans to jointly-liable poor group members for 
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their self-employment and income-generating activities. Also according to Bateman 

(2010) microcredit is the provision of only credit (cash loans) to ,the active poor to 

promote their small scale enterprises. Microcredit by definition is a single intervention, 

small loans, given for short durations, with repayments beginning as quickly and as 

frequently as possible (Anderson et aI., 2008). Microcredit is a programme designed to 

extend small loans to very poor people for self employment projects that generate 

income, allowing them to care for themselves and their families" (Daley-Harris, 2009). 

In this thesis microcredit is defined as the provision of only credit to the active poor for 

short periods with repayments beginning as quickly and as frequently as possible 

without collateral security to promote their small scale enterprises and enhance their 

livelihoods. Microcredit has created enormous interest among development 

practitioners and policymakers in many parts of the world Uddin (2011). It has also got 

wide support from aid agencies, governments, Non-governmental Organizations 

(NOOs), and the public at large. It is an innovative technique that was initially 

developed by 2006 Nobel Peace Laureate, Dr. Muhammad Yunus, founder of the 

Grameen Bank in Bangladesh. Dr. Yunus established the Grameen Bank in 1983, and 

this model of microcredit has been adopted in almost 70 countries worldwide 

(Bateman, 2010; Rahman, 1999; Hossain and Knight, 2008). The growth in access to 

micro-credit took place during several distinct phases over the last three decades in 

Bangladesh. The origins of the current microcredit model can be traced back to action 

research in the late 1970s, carried out by academics as well as practitioners in 

organizations that were created to deal with the relief and rehabilita~ion needs of post 

independence Bangladesh (Zaman, 2004). 

According to Otoo (2012), "micro-credit is a key strategy in reaching the MDOs and in 

building global financial systems that meet the needs of the most poor people." 

Littlefield, Murduch and Hashemi (2003) state that, micro-credit is a critical contextual 

factor with strong impact on the achievements of the MOOs. Micro-credit is unique 

among development interventions: it can deliver social benefits on an ongoing, 

permanent basis and on a large scale. 
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The term "microcredit" began to replace a new term known as "microfinance" in the 

90s.The term included not only credit but also savings and other financial services. The 

1990s saw growing enthusiasm for promoting microfinance as a strategy of poverty 

alleviation. The microfinance sector blossomed in many countries, leading to multiple· 

financial services firms serving the needs of micro ~ntrep~eneurs and poor households. 

These gains tended to concentrate in urban and densely populated rural areas (CGAP, 

2006). 

These terms microcredit and microfinance have been used interchangeably though 

scholars justify when each should be used. Those who believe that there is a single 

missing piece for business growth say that, credit (cash loan) only is needed and credit 

is the missing piece (Ledgerwood, 1999). They believe that giving only credit to the 

poor is the solution to transforming their poverty to riches and therefore use the term 

'microcredit'. Research later proved that, credit only is not sufficient as a development 

tool and that not everyone in a poor community is an entrepreneur (Churchill and . 

Frankiewiez, 2006). They argue that a credit plus approach (integrated approach to 

microfinance) is needed instead of credit only. That is, in addition to the credit, the poor 

need savings, insurance, payments and other non-financial services like; business 

development, skills training and education. They refer to institutions that provide; 

credit, savings and non-financial services as Microfinance institutions (MFIs).By this 

distinctions, institutions that provide only credit could also be termed Microcredit 

institutions (MCls). 

Other scholars who support the credit plus approach further argue that, microcredit only 

may not benefit the poorest of the poor because microcredit are facilities to be paid 

with interest (Ledgerwood, 1999)~ Bateman (2010) argues that, the poorest of the poor 

might not be economically active and that they could be worst-off after borrowing. 

Granting loans to the poorest of the poor who live in communities without basic 

infrastructure and functional markets does not help the lender and the borrower. 

(Rob-inson, and Marguerite, 2001). The principal advantage of financing through ". 
microcredit programmes is that, these programmes are skewed to those lacking 

collateral. Subsidiary advantages include creating a credit history of the borrower and 

instilling a sense of responsibility through the need for repayment (Pretes, 2002). 
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Microcredit Beneficiaries 

Microcredit is the sustainable supply of small-scale financial services such as credit, 

savings accounts, and insurance to poor rural landless, disadvantaged women, marginal 

farmers, and wage laborers, all of whom largely depend on selling their labor for living 

(United Nations, 2005). Worldwide, microcredit programmes have come to occupy a . 

central place in providing financial resources to the poor, i.e. ·the poverty-stricken 

borrowers who are unable to obtain any access to credit (Grameen Bank 2008b; 2008c). 

Dr. Yunus established the Grameen Bank in 1983, and this model of microcredit has 

been adopted in almost 70 countries worldwide (Hossain and Knight 2008). From its 

inception, Grameen Bank provided microcredit loans for both men and women, but 

since the mid-1980s it has been focusing primarily on women (Rahman 1999). Now, 

most of the microcredit programmes and all money-lending WGOs in Bangladesh target 

women, based on the view that they are more likely than men to be credit-constrained. 

They have restricted access to the wage labor market, and have an inequitable share of 

power in household decision-making. They are also subject of good credit risk. 

The majority of rural women are not only poor but also: caught· between two very 

different domains: one determined by their socio-cultural condition that confines their 

activities inside homesteads and the other shaped by increasing landlessness and 

poverty that force them outside into wage employment (Hossain and Knight 2008). 

Many scholars describe differently why only women are getting microcredit. Rahman 

(1999) argued that women's contribution to their family welfare is greater than men. 

The hypothesis is that women's priority is to invest their earnings in their children 

rather than spending much on household necessities. Arguably, lending to women and 

increasing their earning brings more qualitative benefits to family welfare than the. 

earning of men. It is also evident that lending to women is perceived as an effective 

way to assist poor women in attaining their socio-economic empowerment in the larger 

society (Zephyr, 2004). 

Rahman (1999) mentioned two types of transcripts for targeting women in the 

microcredit programme: one is public transcript and another is hidden transcript. The 
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public transcript is based on two major objectives: (i) to give women access to credit 

for increasing their earning capabilities and bringing faster improvements in the 

household socio-economic conditions and (ii) to organize women into groups for 

raising their collective consciousness, strengthening their group solidarity through 

weekly meetings, and assisting them in attaining a greater socio-economic 

empowerment in society. The hidden transcript is reflective of bitter experience with 

men in loan recovery. The NGOs that dealt with male borrowers previously claimed 

that it was very difficult to work with male borrowers, they were not regular in . 

meeting, they were arrogant, and they usually argued with bank workers sometimes 

threatening them. 

2.2.2 Evolution of Microfinance 

The concept of microfinance is not new. Savings and credit groups that have operated 

for centuries include the "susu" of Ghana, "chit funds" in India, "tandas" jn 

Mexico,"arisan" in Indonesia, "cheetu" in Sri Lanka, "pasanku" in Bolivia. Formal 

credit and savings institutions for the poor have also been around for decades, 

providing customers who were traditionally neglected by traditional banks (CGAP, 

2006). 

The lrish Loan Fund System was one of the earlier and longer -lived micro-credit 

organization which was providing small loans to the poor with no· collateral and was 

initiated in the early 1700s by Jonathan Swift. Swifts ideas began slowly but by the 

1840s had become a wide spread institution of about 300 funds .all over Ireland. The 

principal purpose was making small loans with interest for short periods (CGAP, 2006) 

In the 1800s, various types of larger and more formal savings and credit institutions 

began to emerge in Europe, organized primarily among the rural and urban poor. These 

institutions were known as people's Banks, Credit unions, and savings and credit Co 

operatives. The concept of the credit union was developed by Friedrich Wilhelm 

Raiffeisen and his supporters. Their altruistic action was motivated by concern to assist 

th-e. rural population to break out of their dependence on money lenders and to improve 

their welfare. From 1870, the union expanded rapidly over a large sector of the Rhine 

Province and other Regions of the German States. The co-operative movement quickly 
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spread to other countries in Europe and North America, and virtually supported by the , , 

cooperative movement in developed countries and donors. (CGAP, 2.006). 

Around the mid 70s, a team of researchers at Chittagong University in Bangladesh, led 

by Professor Yunus, began an action-research program that provided loans to poor 

households in a few villages. Borrowers were mobilized in "peer groups" composed of 

four to five individuals who were jointly responsible for each other's repayment. 

Several of these small "peer 'monitoring groups" would be organized together into a 

larger unit which would meet weekly with the primary purpose of repaying loan 

installments. The process of trial an error initially combined males and females in the 

same credit group, but then changed to separate gender groups. It also included 

"occupational groups," but this was dropped in favour of village-based groups. The ' 

demand for loans grew rapidly and Professor Yunus .enlisted the support of the 

Bangladesh Bank and other commercial banks to provide the Grameens Project as it 

was then called, with resources, The success of this experiment paved the way for the 

establishment of the Grameen Bank under a special ordinance in 1983 (Zaman, 2004). 

In 1974, Professor Muhammad Yunus, then a professor of economics, in Bangladesh 

was moved by the plight of people when the country faced a famine. Yunus went to 

Jobra, a village in Chittagong Region of Bangladesh, to learn a new method of banking 

for the poor. That is where he tried the idea of tiny loans for self-employment of the 

poor, and thus, the idea of micro credit was born. In 1976, Yunus founded the Grameen 

Bank to make loans to poor Bangladeshis, To ensure repayment, the bank uses a system 

of solidarity lending through "solidarity groups" also known as p~er group lending: 

small informal groups, nearly all of them exclusively female, that meet weekly in their 

villages to conduct business with representatives of the bank, and that support each 

other's efforts at economic self-advancement. It is from here that it took the shape of 

Grameen Bank, Bangladesh, and thereafter, spread allover the world. 

By tb'e late 1980s, the idea of providing individual loans ito a target group of poor 

households, with peer monitoring and strong MFI staff follow-up became popular. The 

Association for Social Advancement (ASA) is a classic example of this idea. Its initial 

emphasis was on forming "peoples' organizations," mobilized for social action against 
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oppression. It changed to target groups and then to provision of financial services in the 

late 1980s. Now ASA is the fourth largest MFI in Bangladesh in number of clients, and 

its unique low-cost credit delivery mechanism is being replicated in several other 

countries (Zaman, 2004). 

The concept of microfinance in the Western Europe traces its roots from various 

developmental issues, due to the growing numbers of unemployment, various countries 

established loan funds in order to fight the unemployment. Some of the funds include: 

Fund de Participation in Belgium, the investing social help of the social services 

department in Kassel (Germany) and Prince's Trust in UK. Some of these initiatives 

were however badly managed and lost much of their loan capital due to high default 

rates). Many microfinance institutions, whose origins' were social, are becoming more 

professional and sustainable and in some cases, even profitable. Many of these 

institutions are now seeking commercial funding. At the same time, commercial 

institutions are also beginning to. get involved in providing financial services to the 

poorer clients (Morduch, 1999). 

According to the World Bank (2007) estimates, there are now over 7000 microfinance 

institutions, serving about 16 million poor people in developing countries. The total 

cash turnover of MFIs world-wide is estimated at US$2.5 billion iand the potential for 

new growth is outstanding. The success of the Grameen model has inspired similar 

efforts throughout the developing world and even in industrialized nations including the 

United States. Originally, the programme started with men and women but later 

focused on women when data showed a dramatically lower credit risk in women. In 
2006, Yunus and the Grameen bank were honoured for this achievement with the Nobel 

Peace Prize. 

Evolution in Ghana 

In Ghana; the concept of micro-credit is not new. Traditionally, people save and take 

smart loans from individuals and groups within the context of self-help to start 

businesses. Available evidence also suggests that the first credit 'union in Africa was 

established in Northern Ghana in 1955 by Canadian Catholic missionaries. Susu, which 

is one of the current microcredit methods, is said to have' originated in Nigeria and 
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spread to Ghana in the early 1900s. The Government of Ghana over the years has 

undertaken various financial sector policies and programmes which have influenced the 

context for the development of microcredit sector activities. These include the 

provision of subsidized credits in the 1950s, the establishment of the Agricultural 

Development Bank in 1965 specifically to address the financial needs of the fisheries 

and agricultural sector, the establishment of Rural and Community Banks (RCBs), and' 

the introduction of regulations such as commercial banks being required to set aside 

20% of total portfolio, to promote lending to agriculture and small scale industries in 

the 1970s and early 1980s. Others included the shifting from a restrictive financial 

sector regime to a 1 iberalized regime in 1986 and the promulgation of PNDC Law 328 

in 1991 to allow the establishment of different categories of non-bank financial 

institutions, including savings and loans companies: and credit unions. The policies 

have led to the emergence of three broad categories of microcredit or microfinance 

institutions. These are: 

• Formal suppliers such as savings and loans companies, rural and community 

banks, as well as some development and commercial banks; these are those that 

are incorporated under the Companies Code 1963 (Act 179), which gives them . 

legal identities as limited liability companies, and subsequently licensed by the 

Bank of Ghana (BOG) under either the Banking Law 1989 (PNDCL 225) or the 

Financial Institutions (Non-Banking) Law 1993 (ipNDCL 328) to provide 

financial services under Bank of Ghana regulation. Most of the banks target 

urban middle income and high net worth clients. Rural and, Community Banks 

(RCBs) operate as commercial banks under the Banking Law, except that they 

cannot undertake foreign exchange operations, their clientele is drawn from 

their local catchment area, and their minimum capital requirement is 

significantly lower (Steel and Andah, 2003), 

• Semi-formal suppliers such as credit unions, financi~l non-governmental . 

. organizations (FNGOs), cooperatives. in that they are formally registered, but 

_" are not licensed by the Bank of Ghana. NGOs are incorporated as companies 

limited by guarantee (not for profit) under the Companies Code. Their poverty 

focus leads them to relatively deep penetration to poor clients using 

microfinance methodologies, though mostly on a limited scale. They are not 
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2.2.3 PolicylRegulatory Framework of Micro finance 

The rationale for microfinance regulation is to create a healthy environment for 

microfinance activities while not stifling the growth of the sector by imposing undue 

requirements. The experiences of the countries like: Ghana, Guinea, Tanzania and 

Benin reviewed suggest that the frameworks for licensing, regulating and prudential 

supervision need to be well adapted and flexibly designed to reflect the specific 

characteristics and the stage of evolution of the microfinance sector in a given country. 

The peculiarities of the microfinance sector necessitate either a dedicated law for the 

sector, or that the peculiarities are addressed adequately under other legislation that can 

be applied to regulate the sector. For example, in Benin there is a dedicated 

microfinance law, and in Guinea such a law is currently being finalized. On the other 

hand, in Ghana and Tanzania, the microfinance sector is regulated under commercial 

banking laws, and separate laws for cooperatives and non-bank financial institutions. 

Boxes 2.land 2.2 below review regulation and supervision practices in all four 

surveyed countries (Anupam, et ai, 2004). 
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Box 2.1 Laws, Regulations r nd Supervisory Authority for MFls in Selected 
African Countries . . 

Laws, regulations and supervisory authority for MFls vary widely in Africa. In some 

countries, there is a dedicated microfinance law while, in others, the formal 

microfinance sector ·is subject to provisions of commercial banking law, cooperative 

law and/or nonbank institutions law. Lower level regulation is carried out by the central 

bank and/or the Ministry of Finance. Supervisory authority also differs; in some 

countries central banks and/or the Ministry of Finance are solely responsible while in 

others, ministries in charge of cooperati yes are involved. 

In Benin, along with other West Africa Monetary Union (W AEMU) countries, there is 

a dedicated microfinance law, which covers saving and loan cooperatives (SLCs). SLC 

activities are regulated by the i.iAl\.iV1EC law, adopted in August 19Q7. The authority to 

grant licenses to new SLCs is vested in the Ministry of Finance and the regulations 

specify well-defined procedures and requirements for applications to establish new 

SLCs. The regulations of rnicrofinance activities of associations (and all microfinance 

institutions other than SLCs) and their prudential rules are governed by the ministerial 

decree and the framework agrecnents (convention-cadre) signed with the Ministry of 

Finance at the lime of inception of their activities. The supervision and monitoring of 

microfinance institutions is conducted by the Microfinance Unit (MU) of the Ministry 

of Economy and Finance with cooperation from the regional central bank. While the 

inspection activity, both on-site and off-site, of the MU has intensified over the years, 

the unit is constrained by limited resources. 
I 

I 
I 

J L_ __ . . .. 

Source: Anuparn et al, 2004 
,. 
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Box 2.2 

In Guinea, microfinance activities are regulated by central bank instructions at present, 

while a microfinance law is being prepared. Licensing and supervision are being 

conducted by the central bank. The regulation is adapted to three main types of 

institutions: credit only MFIs, that collect deposits and lend to members only, and MFIs 

that collect deposits and lend with no membership restriction. To ensure compliance 

with the prudential regulations, the central bank relies on off-site and on-site audits of 

MFls. However, this supervision effort is impeded by institutional capacity constraints. 

The MFIs have experienced difficulties in compiling the necessary information and 

data, and the central bank has lacked sufficient trained staff to carry out the supervision. 

To address these constraints, the Guinean authorities could benefit from donor support 

to develop reliable information and data base, the' necessary skilled staff, and an 

appropriate reporting and monitoring system to strengthen the prudential supervision of . 

the microfinance sector. 

In Tanzania, formal micro finance institutions are subject to the provisions of the 

banking regulation and supervision while semi-formal institutions are subject to the 

Cooperative Societies Act and are supervised by Ministry Cooperatives. The licensed, 

regulated and supervised institutions are all the banks and nonbank financial 

institutions. Although other institutional providers of microfinance are registered under 

the Companies Act and had entered the sector before the recent entry of banks, they are 

currently not subject to prudential regulations. 

In Ghana, activities of Rural Credit Banks (RCBs) are regulated under the Commercial 

Bank Act with some specific provisions such as different minimum capital 

requirements and limitations on their activities such as foreign exchange operations. 

S&Ls, on the other hand, are regulated under the Nonbank financial Institutions Law, 

again with certain specific restrictions. In addition, a new law is under preparation for 

credit unions. The current regulatory framework provides a strong licensing system for 

the formal sector, formal registration for the semi-formal sector, and relative laisser 

faire for-informal i.nstitu!ions. For supervisory purposes, given the high costs of 

superyising a large num ber of RMFs and the limited supervision capacity of the Bank 

of Ghana, the central bank's response has been to use regulatory requirements to offset 

Source: Anupam et aI, 2004 

- 
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The limits of prudential supervision, including through and appropriate requirement.in 

terms of the regulatory framework in Ghana rural and community banks are currently 

regulated under the Banking Act 2004 (Act 673), while the Savings and Loans 

Companies are currently regulated under the Non-Bank Financial Institutions (NBFI) , 

Law 1993 (PNDCL 328). On the other hand, the regulatory framework for credit 

unions is still being developed to reflect their dual nature as cooperatives and financial 

institutions. The rest of the players such as FNGOs, ROSCAS, and ASCAs do not have 

explicit legal and regulatory frameworks, and are largely unregulated. 

In terms of current' policy programmes that affect the Microfinance sub-sector in 

Ghana, a number of on-going projects can be cited. These include: the Financial Sector 

Improvement Project (FINSIP), Financial Sector Strategic Plan (FINSSP), the Rural 

Financial Services Project (RFSP), the United Nations Development Programme 

(UNDP) Microfinance Project, the Social Investment Fund (SIF), the Community 

Based Rural Development Programme (CBRDP), Rural Enterprise Project (REP), and 

Agricultural Services Investment Project (ASSIP) (B 0 G, 2007). 

2.2.4 Microfinance in Ghana. 

In Ghana, Grameen Foundation worked with Sinapi Aba Trust (SAT), a financial NGO 

in Ghana which has a holistic approach to microfinance. Its reach extends across all 

regions of Ghana. Their two seedbed partners are Maata-N-Tudu Association and 

Grameen Ghana, two MFIs that operate in the north of Ghana, where the majority of 

the population lives on less than US$1 a day. The Government ofGhana as part of its 

vision of supporting the micro-financial sector established a Microfinance and Small 

Loans Centre (MASLOC) early in 2004 as an apex, body for the judicious 

administration, co-ordination and monitoring of microcredit and small loan schemes 

and the promotion of decentralized Micro financial System in Ghana (MASLOC, 

Ghana 2006.). 

In t~e GPRS I & II, Government prioritized the provision of microfinance, small loans 

and related services as an important strategy for pursuing its' poverty reduction strategy 

for job and wealth creation to ensure the achievement of the Millennium Development 

Goals (MDGs) and also becoming a middle income country by the year 2015. 
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According to Latifee (2003) micro-credit is itself a very powerful tool. But if it is 

combined with others, it is definitely more empowering. Micro-credit serves as a source 

of finance to SMEs, enables them transform their ideas into production. Micro-Credit 

helps SMEs in terms of finance for their set up and expanding their operations, 

developing new products, and investing in new staff or production facilities. The credit 

facilities were used for a variety .of non-farming activities such as: craft, artisan and 

service enterprises as well as enterprises engaged in small scale farming (production) 

and adding value to agricultural produce (processing) in the economy. 

Asiama and Osei (2007), 0: the Research Department of Bank of Ghana say that, 

trends in credit/loans and advances extended to SMEs amounted to GH¢50.97 million 

in 2002 as against GH¢39.64 million in 2001, to individuals and groups by the Non 

Bank Financial Institutions (NBFIs) indicating about 28.6 per cent growth. The amount 

of loans extended by NBFIs further increased from GH¢70.63 million in 2003 to 

GH¢72.85 million in 2004, suggesting 3.1 % growth. In 2006 alone, a total of 

GH¢ 160.47 million was extended to clients, which represents 48.8% higher. The 

upward trending NBFI's credit to individuals, SMEs, groups and others indicates 

marked improvements in level of microfinance in the country. Most banks in Ghana 

have also established SME banking departments, including Barclays Bank, Standard 

Chartered Bank, Ecobank and Ghana Commercial Bank as well as some rural banks. 

Standard Chartered Bank Chana offers a number of SME-specific products and 

services, including a "Business Installment Loan" which is available to applicants with 

little or no collateral to secure the loan (http://www.standardchartered.com/ghl).This 

product also has a maximum 'tenure of three years and allows SMEs to structure their 

debt repayments according to their cash flows. 

2.2.5 Types of Microfinance Institutions in Ghana 

Microfinance Institutions (MFIs) offer financial services. to underserved and poor 

communities. MFls have been put into three main categories, namely: the formal, 

semiformal and informal suppliers. Their major business is the provision of 

microfinance services (Dewey, 2008) 
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• Formal suppliers such as savings and loans companies, rural and community 

banks, as well as some development and commercial banks are those with their 

operations registered, licensed and regulated by the Bank of Ghana (Asiama and 

Osei, 2007). The involvement of formal sources in microfinance has increased 

in the past two decades. This increase is as a result of the expansion of the scope 

of formal institutions into microfinance through downscaJing and establishment 

of linkage programmes with semiformal sources of different types. The 

emergence of new forma! institutions focused on microfinance, such as: World 

Bank, ARB Apex Bank, Social Investment Fund. The formal operations 

concentrate mostly on providing credit facilities, and saving mobilization 

(ADB,2009). 

• Semi-formal suppliers such as credit unions, financial non .. governmental 

organizations (FNGO~;), and Ghana cooperatives Council (GCC) are institutions 

which are formally registered but not licensed/regulated by Bank of Ghana. 

They constitute the key stake holders of the rnicrofinance sub-sector in GLnlta ( 

Asiama and Osei, 2007). 

• Informal suppliers such as Associations Susu collectors (ASes), Rotating 

Savings and Credit Associations (ROSCAs) and, traders, moneylenders and 

other individuals . 
.. 

. .! 

2.2.6 Coverage of Micro Finance: 

As (It December 31, 2010, globally, a total of 3,652 Microfinance Institutions (Mf'Is) 

reported reaching 205,314,502 clients with a current; loam Of these clients, 

137,547,441 (67%) were among the poorest when they joined their respective.programs. 

Of the 137.5 million poorestclients reached at the end of 2010,82.3 percent (l13.1 

million) arc women. The growth in the number of very poor '.' •. omen' reached bas 

increased from 10.3 mil lion at the end of 1 099 TO 113.1 mil lion at the end ot zo J O. This 

is a 1.001 percent increase in the number of poorest women reached .from December 

31, 1'999,to December 31, 201 O .. The increase represents an additional 1\)2.9 million 

poorest women receiving microloans ill the last 11 years (Jan 'and Reed, 2012). These 

27 

,., 

www.udsspace.uds.edu.gh 

 

 

 

 



- 
MFls provide microcredit among other products. The growth from 7.6 million poorest 

at the end of 1997 to 137.5 million poorest at the end of 2010 represents a growth of 

552.7 percent during this thirteen-year period. Table 1 below shows the progress report 

for the thirteen years (Microcredit Summit, 2012. 

Table 2.1: Global Progress in Reporting, 1997-2010 

Date I Number of Programs Total Number of Clients Number of Poorest 

Reporting Reached Reported 

12/31/97 618 institutions 13,478,797 7,600,000 

12/31198 925 institutions 20,938,899 12,221,918 

12/31/99 1,065 institutions 23,555,689 , 13,779,872 

12/31/00 1,567 institutions 30,681,107 19,327,451 

12/31101 2,186 institutions 54,932,235 .26,878,332 

12/31102 2,572 institutions 67,606,080 41,594,778 

12/31103 2,931 institutions 80,868,343 54,785,433 

12/31/04 3,164 institutions 92,270,289 66,614,871 

12/31/05 3,133 institutions 113,261,390 81,949,036 

12/31/06 3,316 institutions 133,030,913 92,922,574 
, 

12/31/07 3,552 institutions 154,825,825 106,584,679 

12/31/09 3,589 institutions 190,135,080 128,220,051 

12/31110 3,652 institutions 205,314,502 -137,547,441 

Source: Microcrocredit Summit 2012 

The table above shows that the number of poor people accessing credit globally 

increased consistently from 1997-2010. 
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Table 2.2: African Progress in Reporting, 2009-2010 

Region Number of Number of Number of Number of Number of 

Programs Total client Total Poorest Poorest 

Reporting in 2010 clients in clients in clients in 

2009 2010 2009 

Sub Saharan 1009 10,776,726 12,692,579 63,608,61 7,248,732 

Africca 

Source: Microcrocredit Summit 2012 

Coverage in Ghana 

In Ghana, the microfinance sector has a strong savings orientation and a much greater 

role of licensed institutions relative to nongovernmental organization (NGOs) than in 

many countries. Banking institutions, in particular the Rural and Community Banks 

(RCBs), and nonbank institutions, the Savings and Loans Companies (S&Ls), account 

for most microfinance activities in the country. RCBs are relatively small, especially in 

terms of loan size but, with 115 institutions operating at the end of 2001, the total 

number of recorded depositors in all RCBs is 1.2 million with about 150,000 

borrowers. In the nonbank sector, eight S&Ls had over 160,000 depositors and 10,000 

borrowers by 2002, and offer savings and credit products similar to RCBs. In 2002, 

private deposits with MFIs amounted to about 6 percent of commercial bank deposits 

(lMF,2004). 

In Ghana there are other instances where credit is given to groups consisting of a 

number of borrowers for collective enterprises, such as: irrigation pumps, building 

sanitary latrines, power looms, leasing markets or leasing land for cooperative farming. 

Loans and advances extended to small businesses, individuals and groups by the Non 

Bank: Financial Institutions (NBFls) in Ghana amounted to GH¢50.97 million in 2002 

as against GH¢39.64 million in 200 I, indicating about 218.6 per cent growth. The 

amount of loans extended by NBFIs further increased from GH¢10.63 million in 2003 

to GH¢72.85 million in 2004, suggesting 3.1 per cent growth. In 2006 alone, total of 

GH¢ 160.47 million was extended to clients, which represents 48.8 per cent higher than 
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the previous year's total loans and advances granted by these microfinance institutions. 

The upward trending NBFI's credit to individuals, small businesses, groups and others 

indicates marked improvements in level of micro finance in the country. (BOG, 2007) 

Table 2.3: Ghana's Clientele base as at 2010 

Some MFls in Total Clients as Poorest Clients as Percentage of 

Ghana at at poorest 

31 Dcc, 2010 31 Dec, 2010 Clients 

Sinapi Aba Ghana 104,628 83702 , 80 
I 

ASA Ghana 40,702 14264 35 

Kraban Foundation 9606 8017 83.5 

CARE International 14072 4011 28.5 

CRS 6563 3839 54.5 

Aidez Small Project 3868 2770 71.6 

International 

TOTAL 179434 116585 65 

Source: Microcredit campaign Summit, 2012. 

From the table above, out of 179,434 clients accessing credit in Ghana, 116,585 of 

them are poor representing 65% of the total clientele base as 31st December, 2010. This 

suggest that, a good number of poor have access to credit but either do not use it well or 

the onditions and terms ore not favourable hence the persistent poverty and un secure 

livelihood. 

How Microfinance Expands Coverage. 

MF1· expansion is usually hastened by a strategic decision of an MFI's 

owners/managers to adopt a profit orientation accompanied by a business plan to 

operationalize the strategy to reach full financial self-sufficiency and to increasingly' 

leverage its funds to achieve greater levels of coverage. The-recognition that the key to 

achieving substantial levels of coverage is building' a sound financial institution 
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essentially means that, the MFI needs to charge cost covering interest rates and 

continually strive for increasing operational efficiency. As an MFI's interest and fee 

revenue covers first its operating costs and then the cost of its loanable funds. It may be 

considered to be increasingly operating on a commercial basis. To balance coverage 

considerations with achieving financial self-sufficiency, pricing decisions are key as are 

streamlining operating systems to improve productivity and increase client volume to 

reach economies of scale. MFI profitability enables expansion of operations out of 

retained earnings or access to market-based sources of funds. As profitability improves, 

so does the ability of the institution to leverage commercial sources of funds to achieve 

increasing levels of coverage. (Charitonenko, 2003). 

Operating as a profit, formal financial institution may De the most complete hallmark of 

MFI commercialization because this implies subjectivity to prudential regulation and 

supervision and that the MFJ has become fully integrated into the formal financial 

system. The process of commercialization has led to increased competition as existing 

MFls have expanded their outreach over time. In addition, the profitability that 

commercial MFTs have demonstrated has attracted some dew entrants to the market 

and, to a more limited extent, downscaling by a few commercial banks. In some 

countries where this process has been occurring for some time, Isuch as Bolivia, the 

microfinance market is approaching saturation with heated competition in virtually all 

urban and peri-urban areas. However, many other countries have localized competition 

that is intensifying as MFls vie for similar target clientele in densely populated areas 

(Charitonenko, Richard and Jacob, 1998). 

The success enjoyed by a few MFls during the 1980s in simultaneously expanding 

outreach and improving sustainability helped governments, donors, and practitioners 

share a view that microfinance was a critical tool for promoting economic development 

and reducing poverty. During the 1990s, greater consensusthan ever before emerged 

about" what was needed to make microfinance sustainable and these became known as 

industry "best practices." The revolution in microfinance for the poor over the last two 

decades was led by practitioners who developed methodologies that achieve very high 

rates of repayment and cost recovery and also reach predominantly poor clients, 

especially women (Robinson and Marguerite, 2001). 

31 

www.udsspace.uds.edu.gh 

 

 

 

 



- 
2.3. Principles and Best Practices of Microfinance 

2.3.1. Key Principles 

Commitment to applying the principles and good practices in microfinance carne from 

the highest level of donor countries and agencies in June, 2004.' In June 2004, the 

Group of Eight (G8) endorsed the "Key Principles of Microfinance" at a meeting of 

heads of state in Sea Island, Georgia, USA. Developed (and endorsed) by CGAP's 28 

public and private member donors, 'the Key Principles are translated into' concrete 

operational guidance fOI: stafr'of donors arid investors during fritplementation of their 

operations. Below are seven. (7) out of the eleven (II) key principles endorsed by 

eGAP in 2004 carefully selected to suit the objectives of this thesis (CGAP, 2006). 

Since June 2004, five agencies joined CGAP. CGAP now has 33 members. 

Principles of Microfinance 

The operations of Microfinancing are backed by some principles which serve as a guide 
I 

as to whom, when, and for what purpose should credit be delivered. They also guide the 

lender as to how much should be given at what time: 

l. POOl' people need a variety of financial services, not just loans.: In addition to credit, 

they want savings, insurance, and money transfer services. 

2. Microfinance is a powerful tool to !1ght poverty. Poor households use financial 

services to raise income, build their assets, and cushion themselves against external 

shocks. 

3. Microfinance means building financin! systems that serve the poor. Microfinance 

will reach its full potential only if it is integrated into a country's mainstream financial. 

system. 

. ; . .... I .' . 
4. Microfinance can pay for itself: and must do so ifit is to reach very large numbers of 

poor people. Unless microfinance providers charge enough to. cover their costs, they 

will always be limited by the scarce and uncertain supply of subsidies from donors and 

governments ... 

5. Interest rate ceilings hurt poor people by making it harder for them to get credit. 

Making many small loans costs more than making a few large ones. Interest rate 
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ceilings prevent microfinance institutions from covering their costs, and thereby choke. 

off the supply of credit for poor people. 

6. The job of government is to enable financial services, not to provide them directly. 

Governments can almost never do a good job of lending, but they can set a supporting 

policy environment. 

. . 

7. Microfinance works best when it measures and discloses its performance. Reporting 

not only helps stakeholders judge costs and benefits, but it also improves performance. 

MFls need to produce accurate and comparable reporting on financial performance 

(e.g., loan repayment and cost recovery) as well as social performance (e.g., number 

and poverty level of clients being served) 

2.3.2 Best Practices of Micro finance 
Credit is an important source of additional finance for households, either to relieve a 

household during a difficult period or enable it to expand its activities, Best practices 

are the common practices, policies and followed by successful Microfinance 

institutions all over the world, in providing financial services (credit) to Low-income 

households. These practices have been categorized in to Four (4) to suit the objectives 

of this thesis: Image and Philosophy, client selection, Loan Policy and disbursement 

and monitoring. 

Microfinance Institution Image and Philosophy: 

• Provision of financial services not Government funded loanor social service: 

• Clients need to see that this is a long term relationship with the microfinance 

institution 

• Rapid Access 

• Spend time with clients 

• Standardize and simplify product documentation and procedures 

Client. election 

As required it is prudent for every Microfinance institution to have guidelines as to who 

qualify for credit with regard to target group and geographical area. 
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• Clearly defined client group: 

• Clearly defined geographical areas assigned to credit officers: 

Loan Policies 

• Start loans small and increase lending based on successful repayment and 

improvement in the clients cash flow 

• Focus on short-term working capital commercial loans 

• Sufficiently high interest rate to make a good profit 

• Make loan officers responsible for loans they have recommended for approval 

II Performance base staff incentive scheme (CGAP, 2006) 

In this section, I will briefly explain what these best practices are: The first which deals 

with the image and philosophy of the institution means that, the institution must look at 

microfinance, primarily QS a profitable business, not as a social commitment. Clients 

must also understand that microflnance is a financial service and not a government/ 

donor funded loan or some social service that the institution is providing. Otherwise the 

staff in the institution wi II not be serious about the collection and the clients will not 1)(.: 

serious about repayments, A well run microfinance institution needs to develop a i011g 

term financial service relationship with their client that continues throughout the life of 

the client and his/her family. It is not about disbursing one or two loans, but about 

starting a process providing a full financial service of credit and savings to clients for 

the rest of their lives. Any t-, 'FI wl.ich needs credibility must provide a high Quality, 

appropriate and friendly services. These services should 'be made standardized by 

simplifying product documentation-and procedures. 

The first loan should be disbursed within n short period say tW0 weeks after receipt cf 

the loan application. Subsequent Inns should be disbursed within a shorter period say a 

week. if not days after the filing of the repeat loan application. The Institution's loan 

offi er should- spend 1110St of their, working time in the field, talking with- prospective 

eli rrts or monitoring existing clients, They should be considered QS 1111.1rC field workers 

than offi aff. Their role is to gather information from -the field and promote the 

imag of th ins itution. They need to visit potential clients lwhere they live and work. 

The la t be t practi O!1' the "speet or the-philosophy and image of ail institution is ~0 
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have simple and standardize approaches to providing loans. Simple loan policies and 

procedures will make it easier for the staff and clients to understand the institutions 

microfinance progamme. Standardized operations, which involve the preparation of a 

lending policy and procedure manual, will ensure that the MFI's operations will be 

more efficient, minimize mistakes of staff, and reduce the need to provide special 

training programs for the staff and clients. 

The next best practice which talks about the selection of clients suggests that, a target 

market must be clearly defined. An example is; a non agriculture business with at least 

one year experience that havr lived and worked in the community for at least 1 year. As 

much as possible avoid lending to start up business. Also it is generally much easier to 

assign geographic zones to loan officers to improve follow up and The efficlency of the 

staff. Trying to cover too large geographic area with too. few staff generally leads to 

inefficiency and difficulties with regard to proper supervision. 

The last best practice on loan policy indicate that, in other to build the confidence 

between client and the institution it is prudent to start with a smaller short-term loans. 

Increase the amount and terms of the loan gradually as the client becomes known to the 
micro finance institution. Because microfinance loans are small. with frequent 

installment payment, the transactions cost are high compared with those of regular 

commercial loans. The inter .•.. <t rate for microfinance loans therefore should be higher. 

Micro enterprise clients .are willing. to pay higher rates fora good service ... Every 

government microfinance is always handicapped with respect to -reallstic interest rates 

Sill e the pol icy is always a. social pt"otection pol icy. to reduct: poverty. The next and 

the last loan policy and most important best practice . is the disbursement and 

monitoring approach followed by successful financial institution providing small loans. 

Loan off ers need to be held responsible recommending and approving loans. They 

should be the ones to conduct the client's intake, recommend the: loan airel be involved 

with the follow up. This level of accountability reduces the risk oflate payments. Loan 

effie rs will be more careful it) recommending 10311S for approval if they know thatthey 

will be made directly responsible for collection if any: of the loans they ha v ·c 

recommended become dclins .cn: (CGAP, 200G). 
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2.4 Microcredit and Development 

2.4.1 Microcredit and Socioeconomic Development 

According to Otero (1999) when credit facilities are made available to the poor in 

society, it strengthens their dignity and self actualization thus creating an enabling 

environment to help empower them to participate in economic and social activities. 

However, the banks require collateral security before loans are offered to ensure a 

reliable loan and credit recovery. Littlefield and Rosenberg (2004) argued that such 

system will by and large exclude the poor from accessing financial services since they 

do not have the collateral security required by the banks. The introduction of Micro 

Finance Institutions (MFTs) to provide credit facilities is therefore a worthy cause. The 

emergence of MFIs has therefore increased the chances of the poor people to credit 

facilities drastically. Many writers have remarked on the critical role microfinance 

plays in the Millennium Develo-rnent Goals. Micro-credit is seen us key policy in 

meeting the "tvfDGs of many countries and to build a global econcruy that addresses the 

demands of the most vul.ieral.lc in society (Andersen et al., 2008). 

An enormous body of evidence based en empirical research has grown oyer the last 1'.\:0 

decades on the success of microcrer'it all over the world. Experience and evidcnceshow 

that microcrcdit has a positive effect (ill tl!,:; socio-economic conditions (if the c!;\:;~~:;, 

their households and their microenterprise (Abed, 2000; Asiarna and Osci, 2007, and 

Adjei, et ai, 2009). 

Access to credit serves dual purpose: . 

(1) Capital is invested in mic :oeriterpi'ises when clients borrow from a microiill~nce . 

institution. .. . , " 

(2) It leads to an in('rcns~ in enierprise 'a;;d 'household' il~colill~' '~s ~'(dr'as ir'lcrea'se 

ernploj ment opportunities (or 'th~ hGu;eh,jl~:l members and [0; society (Abed, 2000; 

dj i. et al, 2009 and Mamun et-al, :~Ol J). 
- . . ~ .' ':", " .. ,' . '," .. 

Microcredit has been considered one of the most significant innovations in the field of 
. - • . ". \ . ':-. .. . : ',i-' . ,. .' ",' • ' .. -: '. '.' .... ", •• ,,:,' • .: 

poor worldwide. It plays an im po.tan: role in poverty eradication, socio-economic 

development. livelihoo j diversification and women empowerment especially in the 
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developing and under-developed nations (Uddin, 2011; (Asiaman and Osei, 2007 and 

Bateman 2010). It also plays a significant role in household economic upliftment, and 

creating alternative livelihoods (Omorodion, 2007; Hossain and Knight 2008; Hasan et 

al. 2009). 

Poor people need financial products in the form of loans, to smooth out their household 

cash flow, deal with emergencies and other unforeseen requirements of cash, and 

augment income through investment in a gainful way (Rutherford, 1995). "Sustainable 

access to microcredit helps alleviate poverty by generating income, creating jobs, 

allowing children to go to school, enabling families to obtain health care, and 

empowering people to make the choices that best serve their needs." (Kofi Annan, 

December 2003). 

The evidence of social learning is apparent in collaborative participation and group 

actions where individuals meet, interact, share ideas, learn collectively and take 

collective decisions. They adjust the management approaches and change their 

perceptions according to their social learning in natural resources management (Uddin, 

2011) 

Anderson et al. (2008) argue that the poor are generally excluded from the financial 

services sector of the economy so MFIs have emerged to address this market failure. 

By addressing this gap in the market in a financially sustai~able manner, an MFI can 

become part of the formal financial system of a country and so can access capital 

markets to fund their lending portfolios, allowing them to dramatically increase the 

number of poor people they can reach. More recently, commentators such as Littlefield, 

Murduch and Hashemi (2003) and the IMF (2005) have commented on the critical role 

of micro credit in achieving the Millennium Development Goals. 

According to (Anderson et al., 2008). "micro-credit is a key strategy in reaching the 

MDGs and in building global financial systems that meet the needs of the most poor 

people." Littlefield et al (2003, p 103) state that, " ... micro-credit is a critical contextual 

factor with strong impact on the' achievements of the MDGs. Micro-credit is unique 
r 
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among development interventions: it can deliver social benefits on an ongoing, 

permanent basis and on a large scale". 

However, some schools of thought remain skeptical about the role of micro-credit in . 

development. For example, while acknowledging the role. micro-credit can play in 

helping to reduce poverty, Hulme and Mosley (1996) concluded from their research on 

micro-credit that" ... most contemporary schemes are less effective than they might be" 

(1996, p.l34). The authors argued that micro-credit is not a panacea for poverty 

alleviation and that in some cases the poorest people have been made worse-off. 

2.4.2 Livelihood and Sustainable livelihood 

Different scholars have defined livelihood differently. According to Phansalkar (2003), 

a livelihood comprises the capabilities, assets (including both material and social 

resources) and activities required for a means of living. Also, Lindenberg (2002) says 

that, livelihood is "a family's or community's ability to maintain and improve its 

income, assets and social well-being from year to year. Furthermore, Chambers (1994) 

defines Livelihood as comprising People, their capabilities, and means of living 

including food, assets and income. He however argued that improved livelihood cannot 

be beneficial to a community or an individual unless it is environmentally and socially 

sustainable. Environmentally sustainable livelihood is one that maintains or enhances 

the local and global assets on which livelihood depend and has net beneficial effects on 

other livelihoods" In this thesis, "a livelihood comprises incomes in cash and in kind, 

the social relations and institutions that facilitate or constrain individual or family 

standards of living; and access to social and public services that contribute to the well 

being of the individual or family." (Ellis, 1998 Cited in Gordon, 1999). This livelihood 

is sustainable when it can cope with and recover from stresses and; shocks and maintain . 

or enhance its capabilities and assets both now and in the future, while not undermining 

the natural resource base (Haidar, 2009; Hussein, 2002). 

There .is increasing evidence that diverse livelihoods are widespread and enduring, even 
~ 

in relatively undiversified economies. These 'secondary' sources: of income are often 

ignored in official data. Livelihood diversification can be regarded as a 'good thing'; it 

offers potential to reduce vulnerability by smoothing income and reducing risk 
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associated with dependence on a single activity. Moreover, growth in the non-farm 

sector is associated with more developed economies, where agriculture has provided 

the initial boost with linkages and multipliers to other sectors. The new 'livelihoods' 

literature pays more attention to the factors which determine poor people's access to 

employment. Thus Ellis (1998) elaborates a framework in which rural household 

livelihoods are enabled by access to assets, in the context of institutions and social 

relations, modified by trends and shocks, with effects on livelihood security and 

environmental sustainability: Clearly insights from both schools can inform the 

development of a pro-poor rural non-farm sector strategy (Gordon, 1999). 

Livelihood Activities of the People 

In many rural areas, agriculture alone cannot' provide sufficient livelihood 

opportunities. Migration is not an option for everyone and where possible, policy 

makers may in any case prefer to limit the worst excesses of urbanization with its 

associated social and environmental problems. Rural non-farm employment can playa 

potentially significant role in reducing rural poverty (Gordon and Criag, 2001). 

Livelihood diversification is often characterized as being driven by two processes: 

distress-push, where the poor are driven to seek non-farm employment for want of 

adequate on-farm opportunities; and demand-pull, where rural people are able to 

respond to new opportunities. In the former situation, large numbers may be drawn into 
, , 

poorly remunerated low entry barrier activities, whilst the latter are more likely to offer 

a route to improved livelihoods. This two-way categorization is undoubtedly an 

a ersimplification, but it is a useful reminder that participation' in Rural Non-Farm 

(RNF) acti ities may derive from quite different circumstances and have quite different 

outcomes (Gordon and Criag, 2001). According to Lanjouw and Feder, 2000:17 cited 

in (Gordon and Ciriag. 2001) "Such employment may nevertheless be very important 

from a \ elfare perspective for the following reasons: off-farm employment income 

rna 'ser e to reduce aggregate inequality; where there exists seasonal or longer-term 

unemplo -rnent in agriculture, households may benefit even from low non-farm 

earnings; and for certain sub-groups of the population that are unable to participate in 

the agricultural labour market, non-farm incomes offer some means to economic 

security.' , 
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Decisions by rural households concerning involvement in RNF activities depend on , 

two main factors, i.e. incentives offered and household capacity (Reardon et al., 1998). 
, 

The latter is one of the aims of this thesis, which aims to provide more information on 

access constraints faced by poor people seeking to work in the RNF economy. The 

constrain here is tied to the access to micro credit to enable the rural poor engage 

themselves in RNF activities to enhance their livelihoods. Some of the constraints 

identified may be equally applicable to participation in wage labour in the farm sector. 

According to Gordon (1999), most non-farm employment opportunities in rural areas 

are likely to be with small and medium-sized, domestically owned enterprise in the 

formal sector, and with informal sector micro-enterprise. In many low-income 

countries, there may be relatively few companies which fall in the former group and. 

those which do are subject to problems associated with weak management, insufficient 

working capital, debt, and difficulties in obtaining suitable premise'S and staff. Micro 

enterprise is the overwhelmingly dominant type of enterprise in rural areas, which can 

be characterized as: 

• survival is the 111:1in motivation 

• operating in a local, low-value, overcrowded market (prone to saturation) 

• low costs of entry andexit 

• 'low tech' 

• significant focus 011 petty trading 

on-farm rural employment (including self-employment)" remittances, and income 

earned by rural residents who commute to towns make important contributions to rural 

Ii elihoods - though not necessarily as the principal or year-round income source. The 

se tor ontributes 20-50% of rural employment in most developing countries (Islam, 

1997). Th importance of individual sub-sectors varies: typically food processing (and 

other hous hold-le ·1 micro-enterprise based on local raw materials) and trades are 

important, along wi h public sectcr employment. Household industries have declined 

over time, whilst small-s 'ale, full-time, specialized rural industries have expanded. The 

non-farm sc tor offers potential to absorb a growing rural labour force; slow rural- 
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Sources of Livelihood Activity finance 

In a survey conducted by Gordon (1999) The most common source of Livelihood 

Activity finance ( LAF) is from family or friends but institutionalized forms, such as 

rotating savings and credit associations (ROSCAs) were also common in some of the 

survey locations, as were arrangements with merchants and traders .but moneylender 

use was much less prevalent. According to Gordon, There were also many respondents 

who had a relationship withthe formal financial sector but this was nearly always in 

terms of savings deposits and not lines of credit. There were five broad avenues of 

financial intermediation identified by the fieldwork: formal institutions (including 

commercial banks, the post office, credit unions, government and nongovernmental 

organization (NGO) credit/savings projects); moneylenders; merchants and traders; 

friends and relatives; and ROSCAs/savings clubs. Without denying that other forms of 

finance exist in each of the case study countries, the fieldwork did not reveal significant 

direct or indirect information on ot.icr practices such as money transfers from landlords 

(known to be common among CI)~O:l farmers i11 Ghana). 

Table 2.5: Source of Livelihood Activity Finance in Three Afl'icall Ccnutl'i.:s k Kenya(n=160) TMalawi (n-160) ,GhZ'!1r.(n=150) --1 
I Personal Savings' 6~ ,----1 58 ..' :f3~-----=-1 
I Loans or gift hom I ' J i 
friends! relatives 28 ' 34 I 

I-::-L-o-al-,--f'r--o-n--, -a--h- -------------+----- ,l, ',.,',.3 ~ 

organization 2 ' ' 4 I I ---,----1 
-,-_4 _~1·_· 8 .~ 

Don' know/cannot 

I remember 2 

• 

Source: Gordon (J999) ',_.-- ... 

The principal source is usually the entrepreneur himlherself, over half of ali enterprises 

were started largely with sel:- generated funds. In most cases these' came from either 

savings made from sales of agricultural produce or from employment. Usualiy, self- 

generated funds 'are supplemented by either gifts or flexible loans from friends and/or 

relatives but in Malawi ~1l1c1 Ghana a third of respondents actually identified this as the 

major source of finance Wl:C;1 they ::;(t up in business. The comparatively lower figure 

fer the Kenya Regional sample (and Correspondingly higher munber ;)1' entcrorises 
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started principally from personal savings) is probably a reflection of the fact that these 

entrepreneurs were more likely than those in any of the other samples to have been both 

male heads of household and with income from farming activities and, therefore, likely 

to be in a better position to self finance business activity. Loans from an organization or 

someone else refers to formalized credit, including commercial bank loans, NGO credit 

projects and government credit programs, together with moneylenders and merchants 

or suppliers. 

In Ghana, approximately three million two hundred thousand households representing 

46 percent of all households in Ghana operate non-farm enterprises with women 

operating 72 percent of these businesses. Some 52 percent of the households operating 

non-farm enterprises are found in urban localities. Almost half (49.5%) of all 

businesses involve trading, and most of the rest are into some kind of manufacturing. 

The main sources of capital for non-farm enterprises are household savings (60%) and 

assistance from relatives or friends (20%). It is worthy to note that more skilled than 

unskilled persons are currently engaged in nonfarm enterprises (GSS, 2008) 

43 

The small-scale operators in the Nadowli District mobilize their initial working capital 

from their own saving. Other sources include relatives, friends, and moneylenders. 

These sources give them only small capital to start with, which limits their ability to 

expand their businesses. Table 2.6 shows the sources of finance and the proportion of 

industrialists who depend on them 

_. -. 
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Table 2.6: Source of Capital 

Source 

Total 

55 

Percentage (%) 

, . 

Own saving 

Relatives 36.5 

Friends 2.5 

Co-operatives 2.5 

I--F-in-t-m-c-ia-I-I-n-st-itl-It-io-n------'------+-.)-~ -.5------------, 
----'-----------j ,_,__ 100 

Source: Nadowli District Assembly 2010 

The table above shows that 01:;: 3.5'% ofthe people in Nadowli District go: their start 

up capital from a Financial Institution which is discouraging. 

From the table it could be seen that financial institutions play a limited role in 

supporting small-scale industries in the District. The inability of the industrialists to 

secure loans from such finan, ia] institutions is because they are not able to provide the 

necessary collateral security to guarantee 1'0 r loans. The need to form joint venture for 

assistance is therefore il11P~1 ative if flnancia) assistance which has since been a major 

constraint to small scale businesses can be overcome. 

2.4.3 The concept of sustainable Livelihood. 

Po erty and poverty, eradication have become. a greatconcern for governments and 

international organizations f:l,_. some tirr:~; now. These lead to many development 

interventions and declarations to be made. Onc or such current and popular declaration 

i th Iillennium Development Goals (MDGs) by the United Nations. The first MDG 

is the eradication of poverty in the world by 2015. It can be observed that, despite t!oe 

huge sum of money [Inc! r __ .ources sper.t 011 implementing relief and development 

proj ct, sp cially in developing countries, [:1(; perceived -improvcmcn; 'in the living 

conditions do not eem to be visible in thebeneficiaries beyond .the::ifesrwn of bose 
programme Haidt!r._009: Hussein, 2002). 

~I:-' " 
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This could be attributed to the fact that the interventions implemented are mostly more 

focused on the needs of the current generations without the concerns for the needs of 

future generations, hence making them unsustainable. This triggered the concern of 
I 

international donor and funding agencies such as the Department for International 

Development (DFID) of the United Kingdom and the United State Agency for 

International Development (USATD) on the need for sustainability of development 

interventions among the rural poor thus the concept of 'a sustainable rural livelihood' 

has increasingly become the central to the debate about rural poverty reduction (Haider, 

2009; Hussein, 2002). i\ livelihood is sustainable when it can cope with and recover 

from stresses and shocks and maintain or enhance its capabilities and assets both now 

and in the future, while not undermining the natural resource base (Phansalkar, 2003 

and Hussein, 2002) In the late 1990s the sustainable livelihoods approach gained 

momentum in the UK's Department for International Development (DFID) with 

investments in research, workshops and publications. 

There is increasing recognition that households and individuals frequently have 

multiple sources of sustainable livelihood, and that this is widespread and enduring, 

even within relatively undiversified economies. Official data often give little indication 

of this because of the informal nature of many activities, sensitivities about providing 

information on income, and a tendency for surveys to neglect secondary sources of 

employment or income. Yet an understanding of this complexity is central to the 

de elopment of appropriate policies and intervention strategies to help poor people 

impro e their livelihoods. (Gordon, 1(0) 

DFill identified in their work that Sustainable Livelihoods Approaches (SLA) would 

be the wa of hope to help people to achieve lasting livelihood improvements measured 

using po erty indicators this, in turn hcl ps to combat exclusion. It is people-centered. It 

recognize-s that people have certain rights but also certain responsibilities to each other 

and 1~ society more genera lly. It I'CC0~' 11 izes the enormous diversity amongst the 1.3 

billion extremely poor people in the world and stresses the strengths of these people. If 

we want to make a difference we must build on these strengths, helping people to move 

in the directions that they want to move (DrTD. 7.001). 
45 
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Determinants of Sustainable Livelihood 

Ellis (1998) has elaborated a framework which describes the various factors that 

influence sustainable livelihood in rural context. It is an extended version of the 

'assets-institutions-activities' framework often used in research on poverty and 

livelihoods. In this framework different livelihood activities of rural households are 

enabled by access to assets, in the context of institutions and social relations, modified 

by trends and shocks, with effects on livelihood security and environmental 

sustainability, leading to changes in rural people's vulnerability and environmental 

stability. Building on this framework, DFID (1998) identifies three critical factors 

which affect the livelihood choices: assets, household strategies and macro-economic 

policy; and explores the influence of five types of 'capital: natural, physical, financial, 

human and social 

• Natural capital. A condition for sustainable livelihoods is that natural capital - 

the resources of the natural environment in so far as they are available for use 

by rural communities - is maintained, improved or created, which implies that 

the livelihood system as a whole - and not just the income or consumption of 

individual households - is on an upward trajectory. DFID highlights the 

potentially important role of access to different 'ecological gradients' - types of 

natural capital as occurs, for example, with different altitudes - which broaden 

the scope for employment and trade opportunities, and may help mitigate the 

effects of marked seasonality in one agro-ecological zone. Seasonal non-farm 

employment may help balance/smooth labour demands. Farmers often look for 

other work in the dry season - and postpone non-urgent, non-seasonal activities 

until the dry season - and in some sectors this may coincide with peak demand 

for labour, e.g. tourism, construction, etc. Climatic risk generates a considerable 

need for livelihood adaptation on a wide scale . 

. 
.• Physical capital. In discussing physical capital, DFID emphasizes the 

importance of roads and other forms of communication network in facilitating 

the flow of goods and labour between rural areas, and local urban markets and 

global markets. This is likely to be more of a constraint in less densely 
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populated areas, for instance, in much of Africa. Where rural populations have 

access to urban markets, this may parallel Swift's income-smoothing effect of 

access to multiple ecological gradients, opening up opportunities for the 

processing and trade of agricultural produce. Electrification is also an important 

factor in the development of non-farm enterprise and, again, likely to place 

many parts of Africa at a disadvantage. 

• Financial capital. His discussion of financial capital distinguishes between 

savings and credit and underlines the importance of access to financial capital as 

a key determinant of the need, and opportunities, for livelihood diversification. 

Personal networks and remittance income can play a key role in access to 

financial capital. 

• Human capital: DFID illustrates the importance of human capital as a 

determinant of household involvement in both farm and non-farm activities, 

referring to household size and composition, level of education, and cultural 

practices. He points out that participation in off-farm employment is much more 

common among men than women. Gender and age are clearly important 

determinants of the type of activities undertaken. Women are often involved in 

microenterprise (much of which involves work at or near the home), which is an 

important source of women's cash income (food processing, preparation and 

trade, basket ware, etc.). 

• Social capital ("authority relations, relations of trust, and consensual allocation 

of rights which establish norms, is a key building block for sustainable 

livelihood strategies" (Coleman, 1994: p. 300: cited in Gordon, 1999). Such 

personal networks help people identify and access alternative income sources by 

providing information, and facilitating access to natural and financial capital. 

Whilst some of this capital is traditional, it can be adapted and extended to meet 

new needs; strong women's groups, for instance, may be able to access finance 
-' 

and training. Conversely, some traditional institutions may be strained to 

breaking point in the face of greater commercialization or the introduction of 

new interest groups. See, for example, the effect of the development of urban 
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dairy markets on the traditional gender allocation of cow's milk in rural 

households in Mali (Gordon, 1999). 

) 

Swift identifies three (non-exclusive) categories of strategy for poor rural households: 

agricultural intensification, livelihood diversification and migration and important 

trade-offs between options. Social networks help provide information about options and 

trade-offs. Swift claims that diversification is more often driven by need (related to 

insecure or inadequate farming incomes) than opportunity. There is always some 

opportunity-led, rather than needs-driven, livelihood diversification but this is likely to 

be more prevalent in areas where there is a vibrant agricultural sector, or in areas close 

to important towns. In discussing migration, Swift emphasizes the importance of rural 

rural migration for poor households. Migration has important consequences for the 

population profile in communities which have experienced high outmigration, leading 

to 'labour gaps', and changes in labour use and allocation often with negative 

consequences for agricultural sector development. In such communities remittances are 

likely to be a significant source of income. Migration tends to build on and reinforce 

existing networks such that migrants from one area move to the same destination, and 

may even tend to work in the same trade. 

A brief review of recent and current DFID-funded research projects (Hussein, 2002) 

reveals that between 10 and 20 research projects are being undertaken which focus, 

either directly or indirectly, on the diverse livelihood strategies pursued by rural people. 

These studies examine the complexity of rural people's livelihoods, highlighting the 

way in which they normally, both now and in the past, complement income, goods and 

services gained through agriculture, with non-farm activities of various kinds. The 

findings are based on pro' ect documents and publications produced by 17 of the 

projects, focusing on livelihoods in Africa and Asia. 

Th~ policy conclusions from these projects highlight the need to: 

• Improve access to credit 

• Develop mechanisms to promote private provision of credit to farmers 

• Provide information to policy makers on livelihood diversity 

• Overcome gender differentiation in access to land and labour markets 
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• Implement specific recommendations on reducing food marketing costs 

• Analyze effects of institutions (e.g. land tenure) on livelihoods of Poorest 

• Improve 'basic' services (especially education and health) 

• Facilitate the use of remittance income as a source of investment in rural areas 

• Integrate consideration of diverse livelihood strategies into agricultural research 

• Identify and address specific constraints faced by poorest 

A surprising conclusion is that, whilst all the studies acknowledge that diversification 

out of agriculture is critically important to the ability of rural people to construct 

sustainable livelihoods, most of the researchers appear reluctant to recommend policies 

which would facilitate diversification 

2.4.4 Microcredit and Sustainable Livelihood 

Microfinance as the practice of offering access of small credit with collateral security 

free to members of cooperatives who otherwise would not have access to the capital 

necessary to begin a small business or other income generating activities to alleviate 

poverty. It has been recognized as a powerful and effective tool for combating poverty, 

the poor access to credit has been rapidly expanding over the past few decades in the 

area of hopeless and helpless hunger society over the world (Basher, 2010; Hassan and 

Tufte, 2001; Morduch, 1999; Schreiner, 2003). 

It is increasingly believed that, the chief bottleneck faced by the poor in realizing 

productive livelihoods opportunities around them is the absence of an investible 

surplus. Since household subsistence expenditures are invariant, farm incomes in 

unirrigated farms are uncertain, small holder farms are inadequate; these categories face 

perennial deficits in their annual budgets. As a result, they get into the trap eloquently 

described as' low incomes, low investments, high consumption loans, high repayment 

burden, lower net incomes' (phansalkar 2003). 

Adherents of the Grameen model believe that there are real livelihoods opportunities 

known to the poor right within their communities, which they could exploit if only they 

had access to credit. Hence, their emphasis is on providing credit and getting the poor 

out of the trap described above and onto the upward ratchet described as: 'higher 
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incomes, more savings, more credit and even larger investment'. This then is the 

fundamental belief behind providing micro-credit to rural individuals (phansalkar 

2003). 

A research conducted to assess the impact of microcredit facility on beneficiaries of a 

Social Investment Fund (SIF) in the Central Region of Ghana by Ntifo -Saw and 

Bosompem (2008) show a positive result. It found out that group members use credit to 

increase their working capital, expand their businesses and increase incomes. As a 

result of the increased income, beneficiaries were able to acquire needed household 

items such as radio and television sets, rehabilitate their houses, pay, pay children 

school fees and meet other critical financial obligation. Additionally, family heads were 

reported to have experienced improved ability to meet the basic needs for their families, 

and this creates condition for stable homes and family lives. 

From empirical evidence on a study on the conceptual explanation of microcredit and 

sustainable livelihood of borrowers, it was revealed that, there is much contribution of 

microcredit towards the sustainable livelihood of the poor borrowers. The study also 

concluded that microcredit is providing the poor the accessibility for the credit to 

increase their total family different livelihood strategies of Income Generating 

Activities (IGAs) and thus, sufficient income provides a hope to the poor to ensure 

achievement of sustainable livelihood by improving good health, access of children's 

education, achieved skill, acquiring assets, take part social activities. After those 

achievements they acknowledge themselves as important parts of family members that 

means other family members honor their opinions in the time of decision making. 

Furthermore, at the end microcredit borrowers are able to ensure opportunity of 

sustainable livelihood if all other livelihood assets remain constant (Bhuiyan, et al 

2012). 

A work-on the findings on United Nations Development Programme's (UNDP) project 

on -~omen and microcredit revealed that Self Help Groups (SHG) initiative have led to 

increase in the ownership of productive assets such as livestock and equipment, 

diversification of sources of livelihoods (men and women), access of women members 

to employment, diversification of skills and enterprises, relations of employment and 
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returns to labour power and produce. The United Nations' (2008) report on credit and 

poverty reduction showed that microcredit helps many of the world's poor to increase 

their income through self-employment and empowerment. With access to small loans 

and other fmancial services such as savings and micro-insurance, microfmance clients, 

mostly women, have formed micro-enterprises that generate income. Through 

microcredit, the poor are able to establish support networks for improving health and 

education in their communities. Microfinance also helps them meet unexpected needs 

arising from medical emergencies or a death in the family. 

Again, from discussion of empirical evidence on the conceptual explanation of 

microcredit and sustainable livelihood of borrowers (Bhuiyan etal 2012), it was 

revealed that, there is much contribution of microcredit towards the sustainable 

livelihood of the poor borrowers. The study also concluded that microcredit is 

providing the poor the accessibility for the credit to increase their total family different 

livelihood strategies of Income Generating Activities (IGAs) and thus, sufficient 

income provides a hope to the poor to ensure achievement of sustainable livelihood by 

improving good health, access of children's education, achieved skill, acquiring assets, 

take part in social activities. After those achievements they acknowledge themselves as 

important parts of family members that means other family members honor their 

opinion in the time of decision making. Furthermore, at the end, microcredit borrowers 

are able to ensure opportunity of sustainable livelihood if all other livelihood assets 

remain constant. 

Credit is generally perceived to have a positive impact on the livelihood of 

beneficiaries. However, this could be untrue due to the approach commonly used 

microfinance institutions to assess the success of their facilities. The success of credit is 

often measured in relation to volumes of credit delivery and repayment rates. However, 

high repayment rates are often achieved through great struggle by beneficiaries to 

repay. Most beneficiaries are able to repay by borrowing from friends and relatives, 

seiling livestock and foodstuff at cheaper prices, going hungry and even holding back a 

portion of the loan to use for repayment (kantor & Andersen, 2007; Aigbokhan & 

Asemta 2011). Hence the livelihoods of beneficiaries of microcredit, needs attention 
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during assessment of successes or otherwise of microcredit facility and that is the focus 

of this thesis. 

2.4.5 Microcredit and Poverty Reduction 

.Microcredit has proven to be an effective and powerful tool for poverty reduction. Like 

many other development tools, however, it has insufficiently penetrated the poorer 

strata of society. The poorest form the vast majority of those without access to primary 

health care and basic education; similarly, they are the majority of those without access 

to microcredit. While the quality of many studies could be improved, there is an 

overwhelming amount of evidence substantiating a beneficial effect on: Increases in 

income (Khandker, 1998; 2001) 

There is an ongoing debate whether credit alone is needed for poverty reduction. There 

are views that credit alone on its own is inadequate to fight poverty. The need for other 

services is also important in this respect. Such views, although, do not negate the role 

of credit; fail to appreciate the role of credit on its own merit (Latifee, 2003). It is 

known that, poor people live in a high risk and vulnerable conditions. Their ability to 

take advantage of opportunities that will lead to increasing their income or economic 

status, to protect themselves against risks of crises, and to cope with these when they 

occur is very important. Reduction of poverty is partly a process of increasing income 

and economic stability which enables fulfillment of basic needs and access to different 

kinds of services. This may also be understood in the form of developing a range of 

assets that will reduce the vulnerability of the poor to physical, economic and social 

shocks. These assets may be defined as financial (income size, regularity and security, 

savings, loans or gifts), human (skills and knowledge, ability to work, good health, self 

esteem, bargaining power, autonomy and control over decisions), physical (housing, 

land, productive and nonproductive possessions etc.) and social (networks, group and 

centre membership, trust based relationship, freedom from violence and wider access to 

society and social institutions (Latifee, 2003). 

-. 
Though some literature confmns that most microfmace programs do not serve the 

poorest, however, there are some institutions that do, and the evidence indicates that the 

poorest can definitely benefit from microfmace in terms of increased incomes, and 
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reduced vulnerability. There is also evidence to support the premise that it is possible 

for a microfinance institution to serve the poorest and also achieve financial 

sustainability (Morduch and Harley, 2001). Indeed, empirical studies have shown that 

micro-fmance helps very poor households to meet basic needs and protects against 

risks, and is thus associated with improvements in household economic welfare. 

Gender activists also argue that microfinance helps in empowering women by 

supporting women's economic participation and so promotes gender equity. Other 

strands of the literature suggest that micro- finance creates access to productive capital 

for the poor, which together with human capital, addressed through education and 

training, and social capital, achieved through local organization building, enables 

people to move out of poverty. By providing material capital to a poor person, their 

sense of dignity is strengthened and this can help to empower the person to participate 

in the economy and society (Otero, 1999). The aim of micro-finance according to Otero 

(1999) is not just about providing capital to the poor to combat poverty on an individual 

level, it also has a role at an institutional level. It seeks to create institutions that deliver 

financial services to the poor, who are continuously ignored by the formal banking 

sector. 

According to Marcus, et al (1999) one of the challenges in microfinance is identifying 

'the poor' for assistance, especially in countries and areas where the majority are 

classified as poor. To identify and eradicate poverty, it is imperative to understand the 

root cause of poverty. The GPRS identified the following; lack of education, 

entrepreneurial and vocational skills; lack of access to capital and market opportunities 

are some of the root cause of poverty. The GPRS 1 & 2 seeks to ensure sustainable and 

equitable wealth creation and distribution by transforming the economy to achieve 

accelerated poverty reduction and the protection of the vulnerable. To achieve this, the 

document focuses on five thematic areas which include modernization of agriculture to 

improve food production and employment for the rural folks, support for private sector 

development which has bee.i seen as the engine of growth, infra structural development, 

anejelecommunication. 

Marcus, et al (1999) argues that, among the economically active poor of the developing 

world, there is strong demand for small scale commercial financial services for both 
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credit and savings. Where available, these and other fmancial services help low income 

people improve household and enterprise management, increase productivity, smooth 

income flows and consumption cost, enlarge and diversify their micro business and 

increase their incomes. 

In a study conducted by Remenyi and Quinones (2000) in Asia, household income of 

families with access to credit is significantly higher than for comparable households 

without access to credit'. In Indonesia a 12.9 per cent annual average rise in income 

from borrowers was observed while only 3 per cent rise was reported from 

non borrowers (control group). Remenyi notes that, in Bangladesh, a 29.3 per cent 

annual average rise in income was recorded and 22 percent annual average rise in 

income from no-borrowers. Sri-Lanka indicated a 15.6 rise in income from borrowers 

and 9 per cent rise from no borrowers. In the case of India, 46 per cent annual average 

rise in income was reported among borrowers with 24 per cent increase reported from 

non-borrowers. The effects were higher for those just below the poverty line while 

income improvement was lowest among the very poor. 

Also Marcus et al (1999) concluded from, a wide range of experience on Save the 

Children's microfinance projects in light of current trends and research that: 

"Microfinance can clearly help reduce poverty and vulnerability. Improvements to 

livelihood security are usually more incremental. However, for the people concerned, 

small changes in livelihoods may be significant." And that "Microfmance clearly 

contributes to improvements in children's welfare through increased incomes and thus: 

improved nutrition, housing, health and school attendance, and reductions in harmful 

child labour." "The evidence of impact on children's well-being is particularly strong 

and should allay fears that microfinance has a negative impact on children." (p. 53) 

"All programmes for which information is available, report improvements to 

participants incomes, assets and livelihood security ... These changes are most notable 

among -long-term participants who have invested their loans more profitably as they 

ha~ become more familiar with handling finance. 

A research conducted by Steel & Andah (2003) revealed that, the contribution made by 

Non-Bank Financial Institutions (NBFIs) amounted to GH¢50.97 million in 2002 as 
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against GH¢39.64 million in 2001. This amount further soared to a total of GH¢ 160.47 

in 2006 forming about 48.8% above 2005 figures. Rural and community banks also 

provided GH¢ 13 .12 million in 2001 which increased syst~matiaally until it reached 

GH¢ 115.10 million in 2006. These upward trends were indeed a positive sign of, 

improving and reducing poverty in the country. 

Impact evaluation research in Bolivia provides evidence that credit and education 

services, when provided together to groups of women, cari increase income and 

savings, improve health/nutrition knowledge and practice, and empower women 

(MKNelly and Christopher, 1999). Also results of a study that was conducted on the 

island of Lombok (Indonesia), credit was given to women who were under the poverty 

line (then equivalent to $96 per capita per year) from BRI. "On average, the income of 

sample members had increased by 112% (although a very few also became poorer), and 

the income of 90% of these fam ilies increased enough to move them above the poverty 

line." (Rosintan and Cloud, 1999) 

Despite the important role micro-finance plays in building a positive society devoid of 

extreme poverty, some critics think otherwise. Hulme and Mosley (1996) do not 

believe that micro finance is indeed an instrument for fighting poverty and cannot be a 

universal panacea for reducing poverty. They argued that the microcredit schemes are 

less effective and in most cases have made the situation of the poor worse. This reason 

could probably be linked to n:,isappropriation and corruption 'associated with the system 

and non adherence of m icrofinance best practices. 

Johnson and Rogaly (1997) state that "NGOs aiming for 'poverty reduction need to 

assess the impact of their services on user's livelihoods." They argue that in addressing 

the question of the impact of'microftnance, NGOs must go beyond analyzing 

quantitati e data detailing the numbers of users, and volumes and size of loans 

disbursed, to understanding how their projects are impacting on clients' livelihoods. 

They. state that the provision of microftnance can give poor people "the means to 

protect their Ii elihoods against shocks as well as to build up and diversify their 

livelihood acti itics". Therefore, when analyzing the impact of microfinance, the 
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overall impact of the micro finance services on the livelihoods of the poor needs to be 

taken into consideration. That is the focus of this study. 

2.4.6. Microcredit operational mechanisms. 

The clients of an MFI are people with no, or very low, income. He or she has usually 

no assets and is excluded from the formal banks. Since the majority of the poor are 

unemployed, and therefore lack a reliable income, they have to find an income in the 

informal sector. Many work within agriculture, wood-craft or have some sort of small 

scale business where goods are produced, recycled, repaired or sold (Lindvert, 2006) 

According to (Dimoso and Masanyiwa, 2000), there are some conditions which must be 

fulfilled before accessing credit from the financial institution. These conditions may 

either smoothen or complicate credit accessibility by the poor. Taking an example of 

group loans, in order to access this service, borrowers must be in a group of six and 

must own a business, know each other, trust each other, love each other, willingly 

engaged in the group, ready to guarantee each other, have attended preliminary training 

given by ACB, ready to attend weekly centers' meetings, ready to save specific amount 

of money on weekly basis, likely in terms of income and are not blood relatives. 

The Grameen Bank provides microcredit to the very poor of Bangladesh. Grameen 

extends credit in group loans. Groups are required to meet weekly to build social 

capital and to provide peer-monitoring. The high loan recovery rates of Grameen are 

often attributed to the group-lending practices. Borrowers are also required to pay into a 

mandatory savings funds. This fund serves as collateral and as an insurance mechanism 

to co er any defaults by fellow group members (Morduch, 1999). 

ACCIO IS lending model consists of small (e.g., beginning at US$ 100 in Latin 

America and US$ 500 in the US), short-term loans at interest rates that allow the MFI 

to cover costs. Borrowers are expected to use twelve installments (bi-weekly). That is 

six (6) months to repa the initial small loans; they qualify for larger loans in a process 

termed stepped lending. nlike Grameen and FINCA, ACCION provides individual 

loans if the borrower possesses physical collateral or a cosigner. For borrowers who 

cannot qualify for an individual loan, borrowers form solidarity groups to create social 

,capital (similar to the Grameen and Village Banking models). ACCION loan officers 
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visit the business of each prospective borrower to assess the probability of repayment 

and rely on character-based lending since traditional credit scores generally do not exist 

for their clientele. 

Box 2.2: A case study: Microcredit operational mechanism of Centre for Natural 

Resource Studies (CNRS) 

At the beginning of a microcredit operation, the zonal manager (head of three or more 

microcredit sub-branches at the district level) receives funds from the head office and 

then disburses them to the unit manager (sub-branch head) according to their 

requirements. The unit manager and supporting staff visit the targeted village to form 

the women's self-help group or Mohila Samitee. There are at least 10 members in a 

women's group; all women may not receive loans but their membership is sought to 

provide collateral to the borrowers. After the formation of a women's group, they form 

a managing committee and 5-member group. In each 5-member group there is a 

president, secretary, and cashier. Then group members fill in a form for membership 

and submit a proposal stating the purpose and objective of the loan. The projects of the 

credit groups are evaluated on the grounds of organizational capacity, feasibility, and to 

some extent on the degree of relevance to sustainable resource management. Upon 

approval of the proposal, the loan is granted and money is dispersed to the applicants 

with some written directives and orientation by CNRS. The orientation involves 

advising the women on how they can use their money for productive and income 

generating purposes, and the written directives state what the loans can and cannot be 

used for. In a four-week training program, members of the women group learn how to 

write their names, basic level of bookkeeping, management, organization, and how to 

use the money in productive ways. Some days they also visit a few successful 

demonstration plots or projects to learn from the field. There is a discussion about 

individual projects and CNRS staff offer suggestions on how to improve them and how 

this might be useful information to apply to the recipient's own project. 

Source: Uddin, 2011 

- 
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2.4.7 MASLOC and Poverty reduction. 

Microfinance and Small Loans Centre (MASLOC) was established in 2006 by the 

Government of Ghana to be a microfinance apex body responsible for implementing 

the Government of Ghana's (GoG) microfinance programmes targeted at reducing 

poverty, creating jobs and wealth. 

1. The objective of MASLOC is to provide, manage and regulate on fiduciary 

basis, approved funds for microfinance and small scale credit schemes and 

programmes and also serve as the apex body of the microfinance sub sector. 

2. For the purposes of the objective stated above, MASLOC shall : 

i. 'Engage directly or indirectly in microcredit and small loans business. 

ii. Promote and enhance the development of a decentralized micro 

financial system. 

iii. In respect of operations with non-bank institutions and targeted end 

users, to promote: 

• Co-operation, collaboration and complementarities with other 

non-bank finance institutions. 

• Institutional development and individual capacity building; 

• Savings and deposit mobilization. 

iv. Identify, promote and co-ordinate operations of associate community 

based programmes. 

v. Support the development of small scale business and entrepreneurial 

skills. 

vi. Act as the apex body responsible for the co-ordination and facilitation 

of the activities (If institutions and organizations in the micro-finance 

subsector of the economy. 

vii. Undertake any other business deemed necessary and appropriate for the 

achievement of its objectives. 

viii. Data and information collection, analysis and dissemination. 

Over the years MASLOC Las modestly established itself not only as a microfinance 

institution that disburses microcredit (group loans) and small loans ( individual loans) 
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to the identified poor in the various sectors of the Ghanaian economy, but also provides 

business advisory services, training and capacity building for small and medium scale 

enterprises (SMEs) as well as collaborating institutions, to provide them with the 

required skills and knowledge in managing their businesses efficiently and effectively. 

Every effective MFI targets mostly groups since the individual membership is sought to 

provide collateral to the borrowers though not all members must not receive loan. After 

the formation of a women's group, they form a managing committee 5-member group. 

In each 5-member group there is a leader (Uddin, (2011). 

According to a MASLOC report, (2012) from May, 2010- December, 2012, a total of 

GHC 47,240,227.00 was disbursed to clients involving: Microcredit, Small loans, 

School feeding and on-lending. Of this, the largest amount of GHC 40,341,517.00 went 

in to microcredit and the least GHC 403,400 went into on-lending. Also of the total 

amount, Greater Accra disbursed GHC 11,096,795.00 which is the highest and Upper 

west disbursing the least amount of GHC 2,177,400.00. The total number of 

beneficiaries is 95,681 with the largest number 94,832 (99.1 %) being to microcredit. As 

at August, 2012, the loans due for payment was GHC28,261,411 and loans recovered 

was GHC18,042,347.00 giving 63% recovery rate as at then. Without the on-lending, 

total female beneficiaries is 51,478 (91.19%) and male beneficiaries number is 4,551 

(8.06%) in the country. 

The Upper West region from January- December, 2012 disbursed the least amount of 

GHC 1,371,700.00 to beneficiaries in the region and this was only to microcredit and 

small loan beneficiaries totaling 3,345 beneficiaries 

• 

Poverty as a Development Issue 

According to UNDP (2006) those who live below one dollar a day with no other 

income are referred to as poor, Others define poverty to include material well being, 

psychological stability, access to infrastructure and other services (Narayan et al., 
20op). The UNDP also use the Human Development Index (HOI) to define poverty as 

households with income below a certain threshold level irrespective of their standard of 

li ing. This includes low level of income, the absence of medical care, poor sanitation, 
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absence of good drinking water, illiteracy, inability to participate effectively III 

decisions that affect an individual's life directly. 

Poverty is a global issue. Despite changes in development paradigms in the last half of 

the 20th century, the promise to bring wellbeing to all human being remained 

unfulfilled. As a result, in September 2000, the World Community came together 

behind one declaration with eight specific goals for the world's development - the 

Millennium Development Goal, (MDGs). The overall goal was to fight poverty, and to 

decrease by 50 % the proportion of people living in extreme poverty by the year 2015 

but the poverty situation as it stands, lives much to be desired. More than 100 million 

children of primary school age have never stepped inside a class room, about 29,000 

children die each day from largely preventable malnutrition and disease and more than 

1.2 billion people in the world are struggling to survive at the margins of human 

existence "on under a dollar a day (Latifee,2003). 

According to Lindvert (2006) around 1.1 billion of the poor live in extreme poverty 

(people leaving under 1 dollar), People living in extreme poverty often lack 

opportunities to have their basic needs met, meaning access to food, clean water, 

clothes and decent shelter. Most lack education and are vulnerable to diseases. Most of 

the poor are also exposed to political, juridical or social injustices and have little or no 

power to make their own choices or form their own life situation. He further says, the 

ide-spread poverty, with all the problems that comes with it, is the greatest challenge 

of our time. Traditional aid has not helped in solving the problem. 

," 

One kind of development work, which promotes financial sustainability for the 

individual as well as for society, is micro finance (MF). But even micro finance 

institutions, MFls, are often dependent on financial support. The essence of poverty is 

the combination of lack of power and choice and lack of material resources. People 

living in poverty are not only lacking material resources, but also the freedom to decide 

over and shape their own lives. Poverty deprives them the opportunity to choose on 

matters of fundamental importance to themselves. Poverty affects not only individuals 

but also groups, societies and nations. 
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The Perception of Poverty by the Rural Poor Communities 

For many decades, poverty has been defined and categorized by those who have never 

been affected by it and according to Chambers and Conway (1992:4) "they apply top 

down schemes to elicit 'data that fit into poorest boxes." Such practices and 

measurements fail to capture the complex and diverse realities of rural life, and account 

for the many failures of intervention programmes. Poverty is an extremely complex 

issue, multi-dimensional and multi-layered in nature. It is, therefore, important to 

consult those affected by poverty so that they can unwrap the complex issues involved. 

This section dwells on voices of rural people from Adansi West District who are the 

best judges of their experiences and the solution to their problems. (kyei, 2008). Almost . 
all village communities identified various categories of poverty. 

• Very poor: a person who is unable to work and earn income and, therefore, 

cannot afford basic necessities and services and have to depend on others for 

their livelihood. A·· sub-set of this category comprises those in hardship ( 

unemployed or underemployed in low paid casual labour) 

• "The disabled, chronically ill, and the aged in this poor category are cared for 

by their relatives, without any help from the Government's Social Welfare 

Department. Also included in this group are the mentally retarded, the 

unhealthy, widows without sources of income and orphans. They have to be fed, 

clothed and medically provided for by their relatives." 

• "Do you want to know what poverty is, do you hope .to see one? Then I 

represent poverty. Leprosy has made me dependent on other people through out 

my life. I am not lazy or weak but I cannot do anything now, I represent 

poverty"( Kyei, 2008) 

In sum the criteria for poverty by the people are: Unemployed, Disabled, unhealthy, 

Inability to take good care of family, Hungry most of the time, not being listened to 

and being lazy. 

" 

'-in Adansi West, lazy people were perceived to be poor people. They idle out even if 

they access. Others in this category include the alcoholics and drug addicts who 

become a burden on their families and the state. It is important to note the 

distinction the poor and the lazy. That is not all poor people are lazy but there are 
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people who should have moved out of poverty, considering the resources at their 

disposal. However, laziness makes them unable to make it and they are known in 

the community (Kyei, 2008) 

The democratic or human rights aspect of poverty interacts with the material 

dimension, since lack of power and choice often makes it difficult for the poor to obtain 

adequate material resources. The problem is context-specific; poverty is unique in each 

place, with different political, economic, environmental and sociocultural situations. 

There are many different manifestations of poverty - hunger, poor health, premature 

death, ignorance, discrimination and insecurity, denial of dignity and social status. It is 

often argued that relative poverty isn't 'real poverty'. Real poverty, it is said, means . 
lacking basics: enough food to eat, adequate clothing, a dry home, an indoor toilet, hot 

water, and a bed to sleep in. Once you leave such basics behind and start drawing 

poverty lines based on statistical notions like median income, you end up with results 

that fail to make intuitive sense and so fail to convince either politicians or public 

(UNICEF ,2000) 

Poverty according to UNDP (2003) is defined as living on a consumption level less 

than $ 2 per day. According to this definition, 2.7 billion people live in poverty (Kendie 

et aI.2008). Also the UNDP (1999) defines poverty as pronounced deprivation that 

involves a wide range of issues including hunger, lack of shelter and clothing, and 

inadequate access to health care, education and policymaking. Poverty is characterized 

by low income, malnutrition, ill health, illiteracy, and insecurity. Powerlessness and 

exclusion can also be a dimension (Ghana Statistical Service 2007). In this thesis, 
poverty is defined as inadequate access to: food, clean water, clothes, income, health 

care and descent shelter. 

.' 

Categories of Poverty 

In consideration of poverty line, people in each country can broadly be divided into 2 

categories namely poor and non-poor. The non-poor are living above and the poor are 

living below the poverty line. The poor may be divided into destitute (bottom 10 

percent. below the poverty line), extreme poor (those in the bottom 10 to 50 percentile 

of households below the poverty line), and moderate poor (the top 50 percent of 
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households living below the poverty line). A further category of vulnerable non-poor 

may also be recognized who may slip into category of poor anytime, whiles the non 

poor are those above the poverty line (Schindler, 2007). 

Around 1.1 billion people live in extreme poverty. Extreme poverty is defmed as living 

on less than $ 1 per day. One important aspect is that women, to a significant higher 

degree than men, ar~· :v)~itins of poverty. Around 70% of those living in extreme 

poverty are women. Women are illiterate to a higher degree than men, they are more 

vulnerable to diseases and malnutrition and they still lack political, economic and social 

rights in many places. Even though women take a bigger responsibility for the family, 

and in general work harder than men, they have less assets and less influence over their 

own lives as well as in society (Lind vert, 2006). Indeed, the gap between the rich and 

poor nations is widening and this has been described as morally outrageous, 

economically wasteful and potentially socially explosive (Kendie and Martens, 2008). 

63 

2.5 The Conceptual Frame Work: MASLOC Microcredit and Livelihood 

Improvement 

Singleton and Straits (2005) define a conceptual framework as a guide that explains the 

main concepts and the relationship amongst them. In this thesis the frame work is used 

to explain whether or not the livelihood of the people of Nadowli District is being 

improved by MASLOC. It shows how livelihood improvement depends more on access 

to credit. Firstly, when MASLOC gives credit to the poor, it will lead to increased 

capital bringing about more diverse livelihood activities. This is because with the 

credit, some beneficiaries will have 'the opportunity of starting an income generating 

activity whiles those already in some activities from sources such as: self, 

relatives,lfriends customers or other financial institutions will also add other income 

generating activities. Subsequently, these will lead to increased income, improvement 

in Livelihood and poverty reduction thereby enhancing the standard of living of 

beneficiaries. This then will enable them to afford basic necessities (good health 

education and asset building etc.). Cumulatively it will lead to the improvement of 

livelihoods of the beneficiar'es . 
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CREDIT TO THE POOR 

(MASLOC) 

/ <, 

• Livelihood Diversification 

• Growth of livelihood Activities (small-scale 
enterprises) 

i 
, 

Increased Income 

IMPROVED LIVELIHOODS AND POVERTY 
REDUCTION 

Livelihood outcomes 

• Hope 
• Good Education 
• Good Health 
• Asset Building 
• Improved 

Nutrition 
• Self esteem 
• Skills 
• Bargaining 

Power 

Figure 2.1 Conceptual Frame work- Livelihoods Improvement by MASLOC 

Source: author's construct 

The Microfinance and Small Loan Centre (MASLOC) is a government of Ghana 

micro finance scheme currently operating in all Districts and Municipalities of the 

regions in Ghana. The goal is to undertake sound and judicious administration, on high 

quality basis, of Government and/or Development Partners funds for micro and small 

scale credit programmes and also serve as an apex body of the Microfinance sector. 

MASLOC provides affordable financial services through the provision of microcredit, 

transport services and on-lending to other financial institutions. Based on the principle 

of sharing risks and rewards, MASLOC is not only a means of providing financial 

services to underserved communities but also a means for fostering civic participation 
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services to underserved communities but also a means for fostering civic participation 

in democratic processes in Ghana. Women demand increased and better access to 

microfinance, particularly, microcredit for investing in the growth and development of 

the livelihoods that they are engaged in. This will be strategic for livelihood and 

economic empowerment of women. The objective of expanding access to financial 

services contains an implicit assumption that, rural households do not currently have 

access to such services and that financial services (particularly those related to credit) . . 
promote livelihood security and economic growth (Anderson and Sim, 2008). 

This framework therefore Makes the following assumptions in relation to the link 

between micro-credit and the improvement of Livelihoods of beneficiaries: That credit 

results in: 

1. Improved investments 

2. Livelihood diversification and growth of small-scale enterprises 

3. Improvement in income 

4. Promotes household welfare such as health, food and nutrition, skills, education 

and asset building 

5. Improvement in Livelihoods 

_. 
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CHAPTER THREE 

3.0: RESEARCH METHODOLOGY 

3.1 Introduction. 

This chapter describes the study area and research methodology. The chapter also 

outlines the research methodology where an in-depth explanation of the research 

process, research design, sampling techniques, data collection methods and instruments 

are given. Finally, the analysis, validity and reliability of data are outlined since the 

research methodology provides the framework for any research and is an integral part 

of the research (Brown, 1996). 

3.2 The Study Area 

Nadowli District is centrally located in the Upper West region of Ghana. It lies between 

latitude 11' 30' and 10' 20' north and longitude 3' 10' and 2' 10' west. It is bordered to 

the south by Wa Municipal, west by Burkina Faso, north by Jirapa/Lambussie District 

and to the east by the Sissala West District. It covers a total land area of 2,742.50km2 

and extends from the Billi Bridge (4km from Wa) to the Dapuori Bridge (almost 12km 

from Jirapa) on the main Wa - Jirapa Hamile road and also from West to east it extends 

from the Black Volta to Wahabu. The distance between the District and the regional 

capital covers about 40 km. The location of the District promotes international trade 

between the District and neighboring Burkina Faso. Figure 3.1 shows the location of 

the District in the regional and national contexts. 

,. 

" 
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Figure 3.1 Map of Nadowli District 

The topography of the District is low lying and undulating at altitudes ranging between 

MAP OF NAOOWLI DISTRICT 

. _-..:;:___ _ _..:::..___..:;:::____------=; T~ 

I 

- - -- ----_ 

150m-300m above sea level though some parts average 600m. The only major stream 

called Bakpong and several ephemeral streams, flow into the Black Volta. These 

limited number of rivers and stream coupled with the seasonal drought seriously 

hampers dry season farming resulting in low output levels and food insecurity that is 
experienced almost every year. 
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According to the Nadowli District Assembly Medium Term Development Plan for 

2006-2009, Agriculture is the main economic activity occupying the people from June 

to September each year, and employing about 85% of the population. The crop 

production sector largely remains subsistence with low output levels. The agric sector 

is estimated to be growing at 2.1 % which is below the national target of 6% per annum. 

Efforts are being made to boost the sector. Production still remains at subsistence level. 

The combination of high dependency on agriculture, low soil fertility, erratic and 

unreliable rainfall and dwindling vegetative cover; have resulted in low food 

production and low domestic incomes (NDA, 2009). 

Rainfall Data, 2010-2013 

2010 2011 2012 2013 Average 

No.ofWet Days 56 47 35 34 43 

RlF Amount(mm) 968 803 1404 669 961 

Source: DADU Office, Nadowh, 2013 

Nadowli District lies within the tropical continental or gumea savannah woodland 

characterized by shrubs and grassland with scattered medium sized trees. Some 

economic trees found in the District are kapok, shear, baobab, mango and dawadawa 

which are resistant to both fire and drought. These trees provide a major source of 

income to households particularly women who play important roles in the provision of 

household needs. These economic trees provide a potential for the establishment of 

processing industries to increase employment opportunities for the people. 

The District lies within the tropical continental zone and annual rainfall is confined to 

six months i.e. May to September and is also unevenly distributed. Mean annual rainfall 

is about 110mm with its peak around August. Between October and March there is 

virtually no rain and this long dry season is made harsh by the dry north easterly 

Harrnattan winds. This unfavourable climatic condition promotes only rain fed 

agriculture and has been the major underlying reasons for the chronic food insecurity 

that is a major problem facing the District. This climatic condition calls for the 

construction of dams and dug outs to support irrigation agriculture to reduce migration 

of the youth to the southern parts of the country in search of employment. 
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According to the 2010 population census, the District had a total population of 94,388. 

This population compared with the 2000 census figure of82,716 indicates a growth rate 

of 1.9% per annum as depicted in the table 3.1 below. 

Table 3.1: Population Growth and Trend 
Year Male Female Total Population Growth Rate 

1984 30,799 34,730 65,529 

2000 39,375 43,341 82,716 1.9% 
. 

2009* 45,066 49,106 94,172 

2010 44,724 49,664 94,388 

Source: Population and Housing Census, 2010; NDA, 2009 

* District Assembly Projections, 2009 

The 2010 Population and Housing Census reveal a total population of 94,388 and an 

annual growth rate of 1.9%. With the Region's Population being 360,928, the District's 

share of the region's population stands as 26.2%. 

_' 

.' 
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Table 3.2: Age Distribution 

Years 

Age Group 2000 2006* 2009* 2010 

0-14 37,222 40,727 42,602 42,475 

15-64 40,531 44,348 46,389 46,250 

65+ 4963 5,430 5,680 5,663 

Total 82,716 90,506 94,172 94,388 

Source: Population and Housing Census, 2010; NDA, 2009 

* District Assembly Projections, 

While 45% of the population is aged between 0-14 years, the economically active 

population also constitutes 49% with the remaining 6% being the aged. This gives an 

age dependency ratio of about 1: 1 indicating less pressure on the working population 

and the high propensity or ability to save. 

The economy of the District is dominated by subsistence agriculture and petty trading 

activities. The situation had not significantly changed at the close of 2004. About 70- 

85% of the active population is engaged in agriculture, with about 15-30% in the public 

sector and 10-15% in petty trading. Agriculture still remains the major economic 

acti ity and the backbone of the District. 

The District depicts a typical rural economy dominated by the agriculture sector with 

the commerce and industrial sectors being least developed. Agriculture alone accounts 

for about 85% of the labour force while commerce/service and industry account for 

14% and 1% respectively. Understanding the characteristics of the District economy in 

te~s of the advantages it offers for poverty reduction is critical for analysis 
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religious composition, there is religious tolerance and peaceful co-existence among the 

people in the District. This is a major pre requisite for development not only in the 

District but also other parts of the northern regions. 

Population Distribution by Economic Activity 

The economy of the District is dominated by subsistence agriculture and petty trading 

activities. The situation had not significantly changed at the close of 2004. About 70- 

85% of the active population is engaged in agriculture, with about 15-30% in the public 

sector and 10-15% in petty trading. Agriculture still remains the major economic 

activity and the backbone of the District. 

Population Distribution by settlement 

Going by the national standard for the definition of an urban settlement, none of the 

settlements in the Nadowli District has attained an urban status. Only Fifteen (15) out 

the 158 settlements have populations above 2000. The table below shows the first 

fifteen settlements with highest populations in the District. 

72 

Table 3.4: Populations of Settlements 

.' 

No. Community Area Council Population as at 
2009 

1 Kaleo Kaleo 3996 

2 Nadowli Nadowli 4009 

3 Bussie Central Bussie 3040 

4 Naro Jang 2751 

5 Takpo Takpo 2733 

6 Tabiesi 15sa 2700 

7. Fian Bussie 2598 ~. 
8- .. Duong Sombo 2408 -- 
9 Sankana Sankana 2379 

10 Wogu Issa 2344 
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11 Daffiama Daffiama 2302 

12 Sombo Sombo 2177 

13 Kojokpere Issa 2073 

14 Nator Takpo 2514 

15 Issa Issa 2040 

Source: Nadowli District Assembly, 2009 

In terms of distribution, the District's population is concentrated in the western part of 

the District, as most of the major settlements are concentrated in this area. The uneven 

distribution of the Districts population partly explains the over concentration of social 

and economic infrastructure in the western portion of the District to the neglect of the 

other areas. 

73 

Location and Distribution of Services and Facilities 

The distribution of services and facilities in the District are inadequate and also skewed 

towards Nadowli the District capital and Kaleo the highest populated settlement. Other 

major settlements in the District with minimum level of services include Bussie, Issa, 

Daffiama, Sankana and Nator. Most of the major settlements located at the western 

part of the District have attracted better social and economic infrastructure, it is 

therefore not surprising that this portion of the District has the highest social and 

economic interaction. This is the major factor that has influenced the existing spatial 

pattern of the District's development. 

3.2.1 The Research Design 

This study adopted both qualitative and qualitative research approach depending mostly 

on qualitative approach on cross-sectional data from MASLOC beneficiaries in 

Nadowli District and MASLOC officials. More of qualitative approach was used 

because-it tends to give a deeper understanding of a person's or group's experience. It 

is h_~listic and not on single reality and these suite the issues being probed in the study 

(Brown, 1996). 
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3.2.2 Research Process 

This section consists of the organization of the study which shows the sequence of 

events and also outlines the procedure through which this research is carried out. The 

study started with a statement of the research problem. This was followed by the 

research questions and objectives which were derived from the research problem. A 

review of the relevant literature was done and this informed the conceptual frame work 

of the study. Data collection tools were developed followed by data collection and 

analysis. The results from the analysis were discussed taking the literature into 

consideration. The study concluded with recommendations. 

3.3 Sampling 

3.3.1 Population 

In this study, the target population is all beneficiaries of micro credit from 2009 till date 

from Microfinance and Small loan Center (MASLOC) in the Nadowli District of the 

Upper West Region. These beneficiaries must either belong to a group. The group must 

have accessed a group credit (loan) for at least once. The beneficiaries should be not 

less than 18 years and not more than 60 years of age as a requirement of MASLOC. A 

group should have a membership of not less than 5 and not more than 25 and should 

have their business locations within the district. 

The population or universe of a research may be considered as the total number of all 

units of the phenomenon that exists in the area of investigation (kumkpor, 2002).The 

target population which is the one the researcher would like to generalize his or her 

results on must specify the rriteria for determining which cases are included and which 

cases are excluded in the population (Singleton and Straits, 2005; Gordor, et al, 2006 

and Kumekpor, 2002) 

3.3.2 Sampling 

Sampling which is a process or technique of selecting a sample is used to generalize or 

draw inferences based on the study of samples taken from a population (Yin, 2009). In 

this-study, the following respondents were sampled: 

1. Beneficiaries of credit ( microcredit) 

11. Staff of MASLOC 
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3.4 Data collection Methods and Instruments 

The researcher collected both primary and secondary data used in the study. Secondary 

data was collected mainly from officials ofMASLOC. The primary data were collected 

from the beneficiaries of MASLOC in Nadowli District. Both are used in other to be 
, 

able to evaluate the data sources and to detect inconsistent answers. Interviews are the 

most important, most effective as well as the most widely used method to elicit quality 

data from peoples' feeling, reactions, attitudes and opinions if well administered. For 

this reason, this method was employed in this study. To obtain effective and detailed 

data about the subject matter, two primary data collecting techniques were employed: 

In-Depth Interview and Focus group Discussion (F. G. D). Five (5) F. G Ds were 

conducted using a F. G. D guide. Also Twelve (12) in-depth interviews involving ten 

(10) individual beneficiaries and Two (2) MASLoC officials were conducted using an 

interview guide. Qualitative data constituted the major data type in this thesis. Here the 

quality of data depends on the skill and art of asking questions relevant to the subject of 

investigation and recording answers, how the interviewee is prepared to respond to the 

questions which he/she should have knowledge on and effective editing to make 

meaning of the responses (Kumekpor, 2002). 

3.4.1 In-Depth Interview. 

In-Depth interview was used to collect data from the MASLOC officials, and 

individual beneficiaries. This method was considered because it allowed relatively few 

questions which were pursued in much greater detail, both intensively and extensively. 

The MASLOC officials were interviewed in English with the help of an interview 

guide. Before conducting the interview, the officials were briefed on the objectives of 

the study and arrangements for interview dates and time were made with them at their 

con enience. The questions were centered on: The lending methodology, terms and 

conditions of loans, coverage in terms of number of beneficiaries, amount accessed and 

distribution in the District. 

- -_ 
t The individual beneficiaries were identified with the help of the officer in charge of 

Nadowli District and were interviewed in Dagaare since the researcher is fluent in 

Dagaare, there was no need for interpreter(s). Data collected from them included: 
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Demographic characteristics, procedure followed before accessing loan, terms and 

conditions of credit, usage of credit by beneficiaries and effect of credit on their 

livelihoods. 

3.4.2 Focus Group Discussions 

Focus Group Discussion (F.G.D) was employed to gather information from the five (5) 

microcredit groups sampled. F.G.D is an in-depth interview, but with a selected group 

or groups instead of with individuals separately. The focus of interest is on group 

interviewees responding at the same time, at the same place. This takes the form of an 

exchange of views and opinions through discussions with a group or different sets of 

groups, which are known to be concerned with and knowledgeable about the issue 

discussed. The researcher engaged a maximum ofI l members at a time (Kumekpor, 

2002). In all forty two (42) beneficiaries were interviewed. This number include: six (6) 

from Nanchinle women group-Nadowli, Eight (8) from Duang Sonzele women-Duang, 

Nine (9) form Kojokperi Amakana- Kojokperi, Eight (8) from Jang Cooperative 

women-Jang and Ten (11) from Pogba Tietaa Maale-Sombo. Dagaare was also used 

here and with the help of the officer in charge, the groups were identified. 

3.4.3 Secondary data collection 

This method was used mainly in reviewing existing literature relating to the subject 

under study. Also documents about groups and individuals, operational manual and 

policy document were reviewed with the collaboration of the Regional Manager of 

MASLOC. Ordinarily, data through this method is faster to collect and less expensive 

than the primary data. (Gordor and Howard, 2006). All research workers start from the 

known to the unknown, however the research does not operate from a vacuum. This 

means that, in other to achieve results, the researcher must acquaint him/her self with 

adequate information about the subject under study (Twumasi, 2001). 

3SData Analysis Techniques 

Data obtained from field were analyzed by editing and organizing the data in categories 

according to the objectives of the study. Microsoft Word was used. According to 

(Twumasi, 2001), the results of a Qualitative data gathered from the field will be 
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CHAPTER FOUR 

4.0 RESULTS AND DISCUSSIONS 
4.1 Introduction 

This chapter entails the analyses of the data and discussion of results. It is evident from 

the study that livelihood improvement largely depends upon the wise use of the credit 

(money). This chapter begins with the administration of MASLOC micro-credit 

followed by nature of the coverage ofMASLOC loans in the District, uses of the credit, 

benefits of the MASLOC credit and the effect of micro-credit on livelihoods of the 

people. I focused on the usage of the credit. Finally I discussed the contribution of 

MASLOC credit to the livelihood of the people of Nadowli District. 

4.2 Results and Analysis 

4.2.1 Administration ofMASLOC micro-credit Schemes and challenge. 

MASLOC has an operational guideline which every Credit Officer in charge of 

District(s) will have to follow in lending credit to individuals through groups: 

i. Application and Qualification of a Group to Access Credit. 

Principally, the productive poor constitute the main target. However, programmes for 

women, Youth and people with Disability are prioritized. 

Eligibility Criteria for a Group. 

After a group applies for a loan, the credit officer finds out if: 

1. The group has a minimum of five members and maximum of twenty five with 

members between 18 and 60 years. 

2. The group has a common ongoing business activity or individual members have 

ongoing business or have the requisite skills and experience or even prepared to 

undergo training in an activity. 

3. The group has its leaders and its own internal rules and regulations 

(constitution). 

A group that qualifies for a loan applies to the MASLOC Regional coordinator who 

then assigns a credit officer depending on where the group is located in the Region to 

handle the group. The credit officer (CO) then arranges to have preliminary meetings 
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with the group to assess their readiness to access the facility. If the CO confirms that 

the group is ready he/she then goes ahead to educate them in detail the terms and 

conditions, eligibility and security of the loan in about four separate arranged meetings 

and forming solidarity groups. 

ii. Preparing! Training a Group and appraisals (MASLOC Policy) 

In other to ensure effective repayment by beneficiaries, MASLOC officials take 

qualified groups through various activities at group meetings to adequately prepare the 

group before disbursement is made. Ideally four stages consisting of four consecutive 

weeks are supposed to be used. The issues to be discussed during these weeks' 

meetings are: Introduction of officer and MASLOC:, Who qualifies for the loan and 

Loan product, Loan guarantee. 

Week 1: Introduction 
• Age brackets 
• Business activity 

• Live and work within community 

• One's presence and business activity does not just qualify for the loan; and the 
loan amount applied for since the amount applied for can be reduced by credit 
committee. 

• One must be a Ghanaian to qualify for the loan 

Week 2: Loan Product 

• Maximum amount that can be approved for an individual in a group 
The period for which loan has to be paid • 

• Discuss the interest rate to be charged for the said period 

• Processing fee on various amounts to be approved 

• Passbook fee 

- -. Penalties in case of default 

Week 3: Loan Guarantee/ Appraisal 
• Emphasis strong on the type of guarantee expected (group) guarantee and 

any other guarantee 
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• Promise repeat loan and extended repayment schedule in case of good 

repayment 

• Now interested group members avail themselves with their passport pictures 
and ID cards for filling of MASLOC appraisal forms for processing. 

Week 4: Appraisals 

• Appraisal forms are filled 

• Documents such as: financials, summaries, credit committee forms are 
prepared and presented at a credit committee meeting 

iii. Credit Committee stage 

After the forms are filled, the CO prepares a summary and group data for credit 

committee and presents the case at a credit committee meeting at the head office in 

Accra. The committee either rejects the case or approves. If approved, the CO prepares 

approval documents for a cheque to be signed in head office (Accra) again for 

disbursement. The frustration at this stage is that, all cases must be sent to Accra for a 

committee meeting and a case could be approved with approval documents prepared 

and it will take months before a cheque is signed for disbursement thereby affecting the 

planned usage for the loan by beneficiaries. After disbursement the CO monitors the 

clients whiles doing recoveries. 

_. 
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Box 4.1: Terms and Conditions for Getting Loan. 

• Must be between 18 and 65 years of age. 

• Belong to a group of at least five (5) and at most twenty-five (25) 

• Fill a loan assessment form and provide a passport picture and a national 
ID card (voters, NHI, driving licenses of passport) 

• The group must open a bank account 

• Live and work in the same community of group members 

• One starts re-paying 30 days from disbursement date and uses six (6) 
months installments. 

, 
• The interest rate is 2% per month .i.e. 24% per annum 

• Processing fee is 2.5% 

• A passbook fee is GHC 1.00 

• Group guarantee is strictly used as collateral security. 

MASLOC, 2007 

• 

Iv. Disbursement stage to group members. 
Upon approval of the loan and the cheque signed in head office (Accra), it is sent to the 

CO in charge through the Regional coordinator. The cheque is then given to the group 

leaders to be deposited in their account awaiting Maturity. When the cheque is matured, 

the CO together with the leaders goes to withdraw the money at the bank. The money is 

disbursed to indi idual applicants of the group at a group meeting. Before 

disbursement, the president, secretary and treasurer sign in turn on the loan agreement 

and credit facility documents (Legal documents) on behalf of group members. A copy 

of each-document is given to the group leaders to also go through and keep. Also the 

repayment schedule is handed over to the leaders before each signs against his/her 

approved amount and collects after paying GHC 1.00 for a passbook. A group leader is 

made to observe the figures approved for each applicant. The officer highlights on the 
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key issues discussed during the previous meetings such as advising them on how they 

can use their money for productive and income-generating purposes. 

The MASLOC CO meets with each group every month to collect installments during 

group meetings. The CO collects the installment money and writes the transaction in 

each person's passbook and finally writes the total transactions on another passbook for 

the group which is kept by the treasurer of the group. During the monthly collections 

the officer evaluates and monitors the borrowers to ensure he/she is using the loan in 

productive and prescribed ways, and assesses the possibility of future loans. 

v. Repayment of loans 

After the disbursement, the beneficiaries start paying for the credit exactly a month 

after disbursement and continue subsequently for six months. The monthly installment 

(MI) is calculated as follows: the principal (P) is added to the interest (1) and the total 

amount is divided by 6 (N, the number of months to be used) i.e. (P+I)/N=MI. The CO 

goes to the community to collect the money and record the figures in the beneficiaries' 

passbooks. 

Some schools of thought remain skeptical about the role of micro-credit in 

development. For example, while acknowledging the role micro-credit can play in 

helping to reduce poverty, Hulme and Mosley (1996) concluded from their research on 

micro-credit that "most contemporary schemes are less effective .than they might be" 

(1996, p.134). The authors argued that micro-credit is not a panacea for poverty 

alleviation and that in some cases the poorest people have been made worse-off . 

. ' 
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Table 4.2 Microfinance Best Practices Vis-A-viz MASLOC 

. . 

NO. MICROFINANCE BEST WHAT IS MASLOC DOING NOW? 

PRACTICES 

1.0 Micro finance Institution 

Image and Philosophy 

1.1 Reliability and quality of Untimely and unreliable service since it takes 

service delivery an unlimited time to get cheques signed in 

Accra after successful application 

1.2 Clients need to see that this Subsequent loans after first disbursement not 

is a long-term relationship consistent since repeat loans either delay 

with the Microfinance unduly or nev7r come at all 

Institution 

1.3 Rapid access Loan not rapid since first loan from MASLOC 

can take 3 months or more 

1.4 Spend time with client Much time is not spent with clients because 

staff workload is too much with one credit 

officer handling 3 Districts and shearing only 

one Pick-up with other officers in the Region 

2.0 Client Selection 

2.1 Clearly defined client group There is a clearly defined market target group 

ego MASLOC does not deal with start-ups 

2.2 Clearly defined geographic Each credit officer is assigned to particular 

areas assigned to credit constituencies or Districts. 

officers 

3.0 Focus on providing short- MASLOC approves 6 months for the first loan 

term working capital and possibly extends with subsequent ones 

commercial loans 

3.1 Frequent and small Only bi-weekly and monthly repayment 
,- 

schedules are used depending on the situation amortization payments 

3.2 Sufficiently high interest 2% interest rate and 2.5% processing fee is used 

rates to make a good profit 

4.0 Disbursement and 
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Monitoring 

4.1 Make loan officers Credit officers are made to recommend, defend 

responsible for loans they amounts recommended, disburse amounts 

recommended for approval approved and does the recoveries therefore 

made responsible for loans disbursed 

4.2 Involve the loan officers Credit officers have to send cases to Accra to 

staff in the loan approval meet credit committee who will approve at a 

process credit committee meeting in his presence 

4.3 Continuous contact with Officers visit clients monthly to collect 

client repayments 

Source: CGAP, 2006 and MASLOC officials 

4.2.2 The Nature of Coverage ofMASLOC loans 
i. Who is getting the Credit? 

MASLOC provides microcredit loans for both men and women with the latter one in 

the majority with the assumption that: (i) to give women access to credit increases their 

earning capabilities and bring faster improvements in the household socio-economic 

conditions (ii) to organize women into groups, strengthens their group solidarity 

through weekly meetings and more importantly (iii) rural women contribute more to 

their family welfare than men. 
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ii. How much are they getting? 

MASLOC approves small credits (GHClOO.00-GHC500) to individual members of a 

group for investment in productive activities 
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Table 4.3: Beneficiaries' loan amount and locations in Nadowli West 

LOAN '{ 

M F 1~1 No.~f~ & CLIENT NAME LOCATION DISBURSED 88riefl~t~ 
NANCHINLE GROUP NADOWLI 4,400 0 23 23 

WMINILASOGNA WOMEN GROUP KALEO 3,800 0 21 21 

ENTAABE WOMEN GROUP TAKPO 6,950 2 23 25 

POGBA TIET M MAALE SOMBO 7,650 0 25 25 

SONTEBUORO TANGASIE 6,000 1 24 25 

YENKABMLAKYE NADOWLI 3,450 0 14 14 

TINYOGTM WOMEN SOMBO 4,750 3 19 22 

KANYIRI-SUMA WOMEN GROUP NANVILLI 10,550 7 18 25 

TAZINZAALA GROUP GBANKO 5.800 3 19 22 

SUNTAA NUNTAA VILLGAGE 

BANK KANYINI 6,700 5 12 17 

JAMALDEEN SULEMANI KALEO 2,000 1 0 1 

NANCHILLE GROUP(Repeat) NADOWLI 6,600 0 13 13 

KANYIRI SUMA ASSOCIATION NANVILLI 9,500 3 22 25 

JANG COOPERATIVES JANG 5,800 0 20 20 

BATHOLOMEW NANBAZING SOMBO 2,000 1 0 1 

ZINENUBA AUGUSTINE NADOWLI 3,000 1 0 1 

ENT AABE(SOMBO POGY MRE-R WA 9,800 0 18 18 

YENKABMLAKYE(Repeat) NADOWLI 6,000 0 14 14 
! 

POGBA TIETM MAALE(repeat) SOMBO 9,200 0 20 20 

TOTAL 113,950 27 305 332 

Source: MASLOC Office- Wa 

- - . 

.. 
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Table 4.4 Beneficiaries' loan amounts and locations in Nadowli East 

FIAN TIETAA WOMEN GROUP FIAN 4,500 0 23 23 

SUNMANBO WOMEN GROUP BUSSIE 4,200 0 17 17 

SUNZELLE-LAKIENGU TABIESI 6,900 0 25 25 

SONZELLE WOMEN ISSA 7,500 0 25 25 

AMAYAANAWOMEN GROUP I KOJOKPERI 6,000 0 19 19 

ZINGODIE WOMEN BUSSIE 8,600 0 20 20 

SONZELLE NUORIYENG KPARI 3,900 1 23 24 

KOJOKPERIAMAKANA KOJOKPERI 6,000 0 19 19 

SUNTAA NUNTAA DAFFIAMA 3 18 21 

DUANG SONZELLE DUANG 0 24 24 

TOTAL 4 213 217 

GRAND TOTAL 31 518 549 
Source: MASLOC Office-wa. 

From table the number of women beneficiaries, 518 (94.4%) far out ways the number 

of men 31 (5.6%) which supports the argument that, Women are more vulnerable and 

need an increased and better access to micro finance, particularly microcredit for 

investing in the growth and Development of their livelihoods (Anderson and Sim, 

2008). Also the average amount given to each of the 549 beneficiaries is GHC 310.00. 

The highest amount a group received was GHC 10,500.00 (Kanyirisuma Women 

Group- Nanvilli) and the least a group received was GHC 3,450.00 ( Yenkabaalakye- 

adowli). The toatal amount accessed is GHC 17,200. 
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Table 4.5 Studied MASLOC 

Name 

Yenkabaalache women 
· Group · 

Pogba Tietaa Maale 
- 
• Kojokperi Amakana 

Duang Sonzelle 

Jang cooperative Women 

Source: Field 

4.2.3 The uses of micro-credit 

In general, MASLOC micro 

trading and family welfare. T 

ingredients, Pito brewing, bu 

malt, Trading in grains, and 

· porridge, banku, "Tumpaani' 

Children welfare ( feeding, 
· recorded 20 purposes of loan . 

petty trade (PT) and family w 
· 

Agro based purpose Loans 
The agro based purpose categ 
brewing, making of cakes to s 
of tea, processing of Pi to mal . trading in cereals, grains, gari 

Petty Trade Purpose Loans 

.. 
The petty trade category also 

Trade in soup ingredients, sa 

under wears. Whiles family 

paying of medical bills and cl 

• 

. · 

I 

- • 

groups 

Existing membership 

Jang 

Community 

14 Nadowli-Sorikuon 

25 Sombo 

19' Kojokperi 

24 Duang-Issa 

20 

-credit given was used for agro based business, petty 

he study revealed several uses for MASLOC credit: soup 

ying guinea com to store, sale of tea, Processing of pito 

cereals, Soap making, Food vending (Rice, kenkey and 

'), phone units, cigarette, akpeteshie, gari and sugar, 

medical bills, clothing and education). In the study I 

uses which I categorized into three (3): Agro based (AB), 

elfare (FW) or alternative livelihood 

ory include investing loans in Agric related products: Pito 
ell, buying of guinea com and other food stuff to sell, sale 
1, soap making, food vending, sheabutter processing and 
and sheabutter; rearing of animals and farming . 

include investing money in small scale business such as: 

le of phone units, cigarette, akpeteshie, and sugar, ladies 

welfare category include: Feeding, paying of School fees, 

othing of children. 
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Table 4.6: Beneficiaries of loan amount and investment on livelihoods 

Loan Taken Loan use 
B-code 15t 2nd 3rd 

CGHC) CGHC) CGHC) 

NWBI 400 700 1. Trade in soup ingredients CPT) 
2. Family welfare (food, school 

fees and clothing) (FW) 

NWB2 300.00 500.00 1. Pita brewing CAB) 
2. buying guinea corn to store 

CAB) 
3. School fees.(FW) 

NWB3 200.00 1. Making of cakes to sell CAB) 
2. pito brewing CAB) and 
3. Buying guinea com to store 

and used at a later date CAB) 
NWB3 200.00 4. Making of cakes to sell CAB) 

5. pito brewing CAB) and 
6. Buying guinea com to store 

and used at a later date CAB) 

NWF4 300.00, 400,600 700.00 1. Pito brewing CAB), 
200.00 and and 2. Processing of pito maltCAB) 
400.00 800.00 3. Trading in grains, cereals, 

soup ingredients (PT). 
4. Soap making (AB). 
5. Food vending (Rice, kenkey 

and porridge) and farming 
CAB). 

NEF5 100.00, 1. Pito brewing CAB) 
300.00 and 2. Trading in Soup ingredients, 
200.00 charcoal, phone units, 

cigarette, akpeteshie, gari and 
sugar CPT) 

3. Sheabutter processing CAB) 
4. Making of cakes (AB) and 
5. Food vending (banku, rice, 

. 'tumpaani' and porridge).(AB) 
NEF6 300.00, 400.00, 1. Trade in grains, and cereals 

200.00 and 500.00 and CAB) 
300.00 600.00 2. Food vending (rice, fufu and 

porridge) CAB) 
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3. trade in ladies under wears and 
soup ingredients (PT) 

4. welfare (Medical bills, School 
fees, Feeding and Clothing. 
And Education) (FW) 

5. Buying raw rice to store and 
later use for business (AB). 

NEB7 400 600 1. Farming (AB) and 
2. Food vending (rice) (AB) 
3. Children welfare.(FW) 

NEB 8 400.00 700.00 1. Trading in sheanut, grains and 
cereals (AB) 

2. Buying goat to rare (AB) 
NEB 9 200.00 500.00 1. Food vending (Fufu), (AB) . 

2. School fees and medical bills 
(FW) 

NWB10 300.00 1. Trade in yam (AB) and 
2. Phone units (PT) 

NWBII 300.00 600.00 1. Soup ingredients (PT) 
2. Buying pigs, and hens (AB) 

NEB12 100.00 1. Pito brewing (AB) 
NWF13 100.00 1. Sale of tea (AB) 

200.00 and 2. Soup ingredients (PT) 
400.00 3. School fees and medical bills 

(FW) 
4. Sending daughter to learn 

dress making (FW) 
5. Trade in . grains, and cereals 

(AB) 

NWB14 300.00 500.00 1. Sale of soup ingredients (PT) 

NWF15 100.00, 300.00, 1. Pito brewing (AB) 
200.00, 700.00 2. Sale of grains and cereals 
and 300.00 (AB) 

3. Shear butter processing (AB) 
4. Sale of soup ingredients (PT) 

Source: FIeld . 
NEB- Nadowli East Beneficiary, NWB- Nadowli West beneficiary 

NEF- Nadowli East Focus Group, NWF-Nadowli West Focus Group. 

B- Beneficiary 
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From the research, I found that in the Agro Business category, 59.4% of borrowers 

(MASLOC beneficiaries) used loans for Agro Businesses (which includes 11 of the 21 

loan uses) followed by 25.0% using the loans on Petty trading (representing 6 of the 21 

loan uses) and finally 15.6% of all borrowers used their loans on Family welfare 

activities also representing 4 out of the 21 uses.(Table 4.1). In the study area, borrowers 

qualified for and received multiple loans from MASOLC and used these loans for 

different purposes under two AB, PT purpose categories. For example NWF4 (Table 

4.1) a beneficiary received two loans from MASLOC and used the first loan for 

processing pito malt for sale and the second one for trading in cereals and grains. 
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4.2.4 Benefits ofMASLOC credit: improvements on livelihoods 

Box 4.3: Case study: Success ofMASLOC credit: Family Welfare. 

Juliana K. Bondiyiri, age, 63, Educational Background, Cert 'A', Marital status, 

Widowed belongs the the group called: Nanchinle women group and currently living in 

Nadowli town with her twelve (12) dependents of which only three are her own 

children and two in school. Madam Juliana is a retired Day nursery attendant. 

According to her after the death of her brother the number of dependents increased 

from nine (9) to twelve. Her salary as a day care attendant was no more sufficient for 

the upkeep of the family. This motivated her to do something that could earn her extra 

income and finally settled on selling soup ingredients on a table in the daily market 

which is close to her house in 2005. The situation got worse, when I had to use my 

retirement benefit to build and it was not enough and currently only about 90% 

complete. This could not allow me expand my business and therefore profit margin was 

very low which was basically used for family upkeep. When I got my first loan from 

MASLOC (GHC400.00) in 2010, I was able in increase my stock and also added the 

sale of rice in bowls (kg). This subsequently increased my income from the ingredients 

and rice business. 

When I got my second loan from MASLOC (GHC 700.00) in 2012, I bought maize and 

groundnut which I stored, whiles I use the proceeds from my table to pay my 

installments and family upkeep. After four (4) months, I sold the maize and groundnut 

and used the proceeds to establish two of my dependents. One on food vending (rice) 

and the other on 'keta school boys' business'. 

My biggest achievements from MASLOC credit are that: two of my dependents are 

now independent; I am able to take care of my family with respect to food, ingredients, 

health insurance, provisions of children in school, general upkeep with more comfort 

than before and also take care of the two dependents in school. In fact it is very difficult 

for me to progress much in my business because everything is dependent on my 

business which is the table. My son do you know I had to sponsor the performance of 

my.'!iusband and brother's final funeral rites all alone? 

• 
Source: Field 
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Table 4.4 Benefits/Learnings from MASLOC by Group members 

Benefits /learning Sonzele Cooperatives Pogba 

N=8 N=9 Tietaa 

N=l1 

Social solidarity (sense of 88% (7 out of 78% (7 out of 73% (8 out belonging) 
1 8) 9) of 11) 

Information exchange 100% (8 out 89% (8 out of 91% (10 out 

2 of8) 9) of 11) 

Income management for 75% (6 out of 56% (5 out of 64% (7 out 

3 livelihood diversification 8) 9) of 11) 
, 

Helping each other in problem 
solving and 100% (8 out 89%( 8 out of 73% (8 out emergency cases 

4 of8) 9) of 11) 

Capacity building 63% (5 out 44% (4 out of 55% (6 out 

5 of 8) 9) of 11) 

75% (6 out of 78% (7 out of 82%( 9 out 

6 Fostering of unity 8) 9) of 11) 

Conflict resolution 63%( 5 out of 78%( 7 out of 64%( 7 out 

8 8) 9) of 11) 

Social and political empowerment 63% (5 out 67% (6 out of 45% (5 out 

9 of8) 9) of 11) 

Source: Field 

Note: N is the number of group members present at the focus group discussions and n is 

the number which benefited. Therefore the formular: nIN* 1 00% is used. 
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Source: Combined results from three focus group discussions (Community: Duang, 

Jang, and Sombo, Dated: 30/03/13, 07/04/13 and 18/04/13, N=8, -9 and 11 

respectively). 
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I. Improvement in businesses (Petty trade) 

In my study, 23 out the 50 respondents used their loans in small businesses (e.g. soup 

ingredients, sale of phone units, cigarette, akpeteshie). This question arises: how do the 

small businesses improve? All the small businesses run by the beneficiaries are profit 

oriented. I found that, one of the NEF5 members who took the loan in late 2012 and 

was selling soup ingredients on a small table, invested her loan on her soup ingredients 

business and as at 30th March, 2013, she had added a bigger table. The business had 

expanded since she had added a bigger table on which more stock is placed with soup 

ingredients now adding cooking oil and bigger dry fish. It is evident that most of the 

small businesses performed well and the owners were more financially solvent. 

Through the improvement in business, their purchasing power also increased; 

subsequently their children had better access to school, health facilities, and sanitation. 

Here my study explored NEF5 and it was revealed that some used to buy their stock on 

credit at a higher cost price and paid later after selling but now, they buy with cash at a 

lesser cost price hence more profit. 

ii. Improvement in Agro business 

Products of maize, millet and guinea com are the staple food and drink (T. Z and pito) 

for the people of the study area and trading in them is a profitable business due to its 

demand in the market and home consumption. I found that 11 out of the 50 respondents 

used their loan in trading in the above grains. Before the loan, they were either selling 

Pito brewing or food vending. They bought the grains at cheaper prices and stored 

whiles using the proceeds of their normal business to pay the loan installments. These 

grains are sold in four to five months later at a very good profit 'cold business' and part 

of the profit is used to expand their normal business hence improvement in business. 

Also groundnut which is a cash crop and yam partly for cash and partly for 

consumption are traded together with the maize, millet and guinea com. Here they go to 

smaller-markets like: charikpong, Tabiesi, Duong and Kojokperi to buy at cheaper price 

to -_~ell in bigger towns such as: Nadowli, Daffiama, Bussie at higher price for profit. 

According to NEB 8 

"when I took the first loan, I used it to buy maize and groundnut in smaller quantities 

like half a bag each (20 bowls each) from Tabiesi and Issa to sell in Wafor a profit, but 
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as we talk I have an agent in Wa whom I buy in sacks to sell them in Techiman for me 

at a higher profit especially the groundnuts" 

iii. Improvement in family welfare 

Most of the beneficiaries in my study villages are involved in Agro based business. It is 

difficult for them to figure out their exact monthly income, but in response to questions 

regarding monthly income, they preferred telling me about their monthly expenditures, 

using a back calculation of monthly expenditures. There is a trend of income and 

expenditure and that is, whatever most of the people earn, they end up spending it on 

living expenses and medication of their families. But the fact is that, before entering the 

MASLOC credit programme, their living expenses, daily wages and price of their 

selling commodities were less, resulting in their less expenditure. However, with an 

increase in price of all products, stock, and consumer goods, their monthly expenditure 

too goes up simultaneously. Most of the respondents said they used their profits to pay 

school fees, buy soup ingredients for the house, buy medicine (treatment), clothes, 

attend funerals to fulfill their social obligations. Below are some of the expressions by 

beneficiaries from NWF15: 

• "I am now more able to buy ingredients ,soap for my family and was able to 

pay my school fees in Offinsu College of education when I was persuing a 

sandwich programme in basic education" 

• I used to be worried when it was time for cooking because of lack of soup 

ingredients but now I buy my ingredients and cook without. waiting for anyone. 

Also, some of the yam I sell is used for fufu for my family members to eat and 

what is more than this? 

• I used to sell all my farm produce at cheaper prices and struggle to get food for 

my family to eat before the next harvesting season but now I'm able to store it 

till we have finished consuming all by which time next harvesting is due or only 

sell when there is enough at a time prices are high" 

• In fact I now buy school uniform and pay fees without selling farm produce to 

-. do that. 
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iv. Social Learning as benefit to MASLOC beneficiaries. 

People who live and interact with each other continually learn from the daily activities, 

involvement, and organizational dealings. In their responses, I recorded 10 lessons 

learnt by them through MASLCC intervention. All beneficiaries (100%) reported that 

working in a group was their most valuable learning experience, because without the 

existence of groups, they would not be eligible to get loans. Group members meet each 

other separately and MASLOC staff every week during sensitization period and 

monthly with MASLOC officers after disbursement in a suitable place determined by 

group members (permanent or temporary place, or maybe someone's yard) within their 

village, where they pay back their monthly installment and exchange information on 

new ideas, wcllness and woes. Dealing with peer groups and people outside the heme, 

women are continuously learning: Social norms "and behaviors, diverse legal and 

paralegal issues, health consciousness, .md other issues that impact their lives and 

status. 

_, 
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4.3 Discussion of Findings 

4.3.1 Administration ofMASLOC micro-credit Schemes and challenges 

Box 4.5: A case study: Microcredit operational mechanism of Centre for Natural 

Resource Studies (CNRS) 

At the beginning of a microcredit operation, the zonal manager (head of three or more 

microcredit sub-branches at the district level) receive funds from the head office and 

then disburses them to the unit manager (sub-branch head) according to their 

requirements. The unit manager and supporting staff visit the targeted village to form 

the women's self-help group or Mohila Samitee. There are at least 10 members in a 

women's group; all women may not receive loans but their membership is sought to 

provide collateral to the borrowers. After the formation of a women's group, they form 

a managing committee and 5-member group. In each 5-member group there is a 

president, secretary, and cashier. Then group members fill in a form for membership 

and submit a proposal stating the purpose and objective of the loan. The projects of the 

credit groups are evaluated on the grounds of organizational capacity, feasibility, and to 

some extent on the degree of relevance to sustainable resource management. Upon 

approval of the proposal, the loan is granted and money is dispersed to the applicants 

with some written directives and orientation by CNRS. The orientation involves 

advising the women on how they can use their money for productive and income 

generating purposes, and the written directives state what the loans can and cannot be 

used for. In a four-week training programme, members of the women group learn how 

to write their names, basic level of bookkeeping, management, organization, and how 

to use the money in productive ways. Some days they also visit a few successful 

demonstration plots or projects to learn from the field. There is a discussion about 

individual projects and CNRS staff offer suggestions on how to improve them and how 

this might be useful information to apply to the recipient's own project. 

Source-Uddin, 2011 

- 
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According to Uddin, (2011), every effective MFI targets mostly groups since the 

individual membership is sought to provide collateral to the borrowers though not all 

members must receive loan. After the formation of a women's group, they form a 

management committee of 5-member group. In each 5-member group, there is a leader. 

Also Gordon (1997) says that, groups' provivide personal networks that help people 

identify and access alternative income sources by providing information, and 

facilitating access to natural and financial capital therefore becoming a social capital. 

The first objective of the study was to describe how MASLOC micro-credit scheme 

was administered in the Nadowli District. To achieve this, the operational guidelines 

were examined to identify how micro-credit was administered. Also the MASLOC 

official for the Nadowli District was interviewed to understand the processes of 

accessing loans and repaying as a group or individual. To cross check with the 

information from the official and guidelines, beneficiaries of both group and individual 

loans were also interviewed. The results showed that majority of the beneficiaries were 

members of groups and the processes involved in accessing loans were five stages: 

Application and qualification, Orientation! training of group and appraisals, credit 

committee meeting and disbursement stage and loan repayment. 

Stage 1 Formation and Application for loan 

After a group is formed, they apply for an amount. The CO assesses if the group has 

qualified to access a loan. If the group qualifies, the CO goes ahead to start with the 

orientation. This stage helps create an initial impression about the group and group 

leaders. This enables the CO to strategize how to start with the group. 

The condition of being in a group could be discriminative as credit will not easily be 

accessed by the real poor. This condition could act as barriers for the majority of the 

poor who do not own business and do not have a capital base and are mostly concerned 

with immediate basic needs such as food, shelter, clothing, medical care and education 

of tiieir children. Other condition that could exclude the poor from accessing the loan is 

lack of possibility of being accepted in the group. This is because the whole group is 

responsible in guaranteeing their members. Thus no one can guarantee a poor, knowing 
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that, there is high possibility that, she/he cannot afford monthly returns, thus may add 

burden to the guarantors. 

One thing which is silent in all MCls reviewed is: the application for loan in the 

administration/credit delivery of Micro-credit except MASLOC. Application for the 

loan forms the first and basic requirement in MASLOC. This is important because, it 

can be interpreted that, it is the client that has expressed interest for the loan, meaning 

the client knows it is a loan and not a gift and legal action can be taken in times of 

default. 

Stage 2. Orientation/training of group and appraisals. 

According to Dimoso and Masanyiwa (2000), there are some conditions which must be 

fulfilled before accessing credit from a financial institution. These conditions may 

either smoothen or complicate credit accessibility by the poor. Taking an example of 

group loans from Akiba Commercial Bank Limited, in order to access this service, 

borrowers must be in a group of six and must be willing to have attended preliminary 

training given by MASLOC staff by attending weekly meetings. 

At this stage the CO ensures that, the qualified applicants get to understand and agree 

with the terms and conditions of the loan. Also the CO assesses whether the applicants 

are a group with leadership, constitution and a bank account. Also the CO sees to it that 

they have the capacity and willingness to repay. This process is very important in credit 

deli ery since it enhance recoveries by preparing the minds of applicants that, it is a 

loan to be paid back with interest. It also gives the opportunity for the CO to know 

applicants ery well by their faces and houses of at least the leadership. This is because 

ps chologicall , if a beneficiary knows he/she is well known by the loan officer and 

can easil be traced, he/she will be more prepared to comply than being a delinquent 

beneficiary. Consecutive interaction with group members also enhances group 

solidarity/guarantee. Training/orientation supports many MCls credit delivery systems 

in the literature revie ed. ccording to Morduch (1999), Grameen extends credit in 

group loans. Groups are required to meet weeki to build social capital and to provide 

peer-monitoring for trainin orientation before the loan is given. 
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It was revealed that, though the 4-week's training/orientation was very important for 

the group's management, Credit Officers did not follow it strictly, due to undue 

pressure on COs. This is because one CO can be managing three Districts whiles 

sharing only one pick-up with other COs in the Region. 

The appraisal process is more rigorous, detailed and more cumbersome. Here every 

applicant in a group is required to complete a standard appraisal form. This form is 

administered by the CO. The form captures personal/demographic information of the 

client (name of applicant, residence, date of birth etc.). The financial data of applicant: 

purchases and sales, business and family expenses etc. (Appendix III). This procedure 

has the advantage because; it gives the CO an opportunity to interact with each 

applicant in the group. This makes it possible to some extend of detecting the honesty 

and credibility ofthe individual applicant. 
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Stage 3. Credit committee meeting. 

Uddin (2011) indicates that, at the beginning of a microcredit operation of CNRS, the 

zonal manager (head of three or more microcredit sub-branches at the district level) 

receives funds from the head office and then disburses them to the unit manager (sub 

branch head) according to their requirements. The projects of the credit groups are 

evaluated on the grounds of organizational capacity, feasibility, and to some extent on 

the degree of relevance to sustainable resource management. Upon approval of the 

proposal by the unit manager, the loan is granted and money. is disbursed to the 

applicants with some written directives and orientation by CNRS staff. 

At the credit committee meeting stage, the CO travels with client cases to meet face to 

face with credit committee members in head office (Accra) or in a particular region 

depending on the location and programme of the committee. The committee scrutinizes 

the documentations and financials in order to: i. approve the proposed figures by the 

CO. ii. -Reduce some figures. iii. Disapprove the whole case if found not to conform 

wittr MASLOC products. If a case is approved, the CO prepares the fmal documents 

known as approval documents and submits pending when cheques will be written and 

signed in the name of the group and sent to the designated region for disbursement to 

the group. This mostly takes too much time. 
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given GHC 390.00. That is, 2.5% of GHC400.00 which is GHC 10.00 will be deducted 

from the GHC 400.00. This to me adds an undue cost to client. 

Loan repayment. 

According to Brau and Wol'er (2004), ACCION's lending model consists of small (e.g., 

beginning at US$ 100 in Latin America and US$ 500 in the US), short-term loans at 

interest rates that allow the MFI to cover costs. Borrowers are expected to use twelve 

installments (hi-weekly). That is six (6) months to repay the initial small loans; they 

qualify for larger loans in a process termed stepped lending 
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One of the practices of microcredit Institutions is that, repayment must start nearly 

immediately after disbursement of the loan. In a traditional loan contract with more 

formal financial institutes, the borrowers get the money, invest in business, and then 

repay in full with interest at the end. In my study I asked the borrowers if they faced 

any problems in using the money and paying the monthly installments. In reply, 68% of 

beneficiaries told me that t'iey faced problems in repaying monthly installments and 

32% said they do not. MASLOC insists on monthly installments which are calculated 

by adding up the principal to interest and dividing the total by 6 and monthly 

collections start just 28 days after the date of disbursement to end in the sixth (6th) 

month. The more striking thing according to some beneficiaries is that, the repayment 

process begins before investments bear enough fruits because they do their business 

only once a week (market days), thus only 4 transactions before they are expected to 

pay first installment. This makes the last three installments to be a problem since they 

use part of the loan to pay first two (2) installments. So monthly repayments without 

any grace period necessitate that the beneficiary must have an additional income source 

on which he or she must depend on to be able to pay all installments without sweat. 

Thus, insisting on monthly epayments without grace period means that, MASLOC is 

lending partly against the beneficiaries' steady or diversified income streams. Due to 

the general nature of occupation (farming), many, especially the women have little time 

for t!;ieir own business during the farming season because they have to work in the farm 

thus making business more slow during the peak of the farming season resulting in 

payment challenges. Delay in disbursement after application is one of the courses of 
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their payment challenges since you may apply for the loan in off farming season and it 

will rather come in the farming season. 

In general, lack of effective monitoring by MASLOC officials of the use of loans also 

is one of the factors affecting consistent installment payment. It was evident from the 

officials that, the areas given to an individual are so vast that one can effectively move 

to all clients in a month to collect money and also monitor individual business 

activities. For example one officer is in charge ofNadowli, Jirapa, and Lawra Districts 

with only one pick-up for the whole Region which is used in turns by all officers in the 

Region. It was evident that MASLOC officials just give loans and collect installments 

with very little or no monitoring of loan use. Grace period to some people is also risky 

since some beneficiaries might lose focus and use the money on non-profitable ventures 

when it takes too long before an officer goes for an installment. 

4.3.2. The nature of coverage ofMASLOC Loan 

i. Who is getting the loan? 

According to Brau and Woller (2004), most of the microcredit programmes and all 

money-lending NGOs in Eangladesh target women, based on the view that they are 

more likely than men to be credit-constrained, have restricted access to money, and 

have an inequitable share of power in household decision-making. They are also subject 

of good credit risk. The majority of rural women are not only poor but also caught 

between two very different domains: one determined by their socio-cultural condition 

that confines their activities inside homesteads and the other shaped by increasing 

landlessness and poverty that force them outside into wage employment. 
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Microcredit is the sustainable supply of small-scale financial services such as credit, 

savings accounts, and insurance to poor rural landless, disadvantaged women, marginal 

farmers, and wage laborers, all of whom largely depend on selling their labor for a 

living (!Jnited ations, 2005 

-. 
This supports the findings from Nadowli District since the results reveal that, out of the 

29 groups disbursed to in the district 518 were females whiles only 31 were males. This 

will help improve the livelihoods of the people ofNadowli district as Kyei (2008) says 
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that, Women in the Nadowli District of the Upper West Region, suffer chronic poverty 

and exclusion from resources because of the peculiar nature of cultural influence on 

gender roles and the seasonal migration of men to the south. Women, it is believed use 

more of their resources on their family than that of men. This also tells the role of 

microcredit in household economy and poverty alleviation in Nadowli District. 

Microcredit is essentially the disbursement of small collateral-free loans to groups of 

jointly liable borrowers (mostly women) in order to foster income generating activities 

and poverty reduction through enhancing self-employment (Chowdhury et al, 2005; 

United Nations, 2010). Microcredit programmes, target the poor in rural communities 

in Nadowli District, have come to occupy a central place in poverty alleviation, 

economic and social deveiopment, This was revealed in the study since majority 

(94.4%) of the beneficiaries were women whiles only 5.6% of beneficiaries were men. 

ii. How much are they getting? 

Many scholars describe differently why women are getting more microcredit. Rahman 

(1999) argued that women's contribution to their family welfare is greater than men. 

The hypothesis is that women's priority is to invest their earnings in their children 

rather than spending much on household necessities. Arguably, lending to women and 

increasing their earning brings more qualitative benefits to family welfare than the 

earning of men. It is also evident that lending to women is perceived as an effective 

way to assist poor women in attaining their socio-economic empowerment in the larger 

society (Yunus, 1994). 

Findings of the study reveal that out of the GHCI70, 200.00 disbursed, GHCI53, 

000.00 went to women whiles only GHC 17,200.00 went to males. Beneficiaries in 

groups accessed an amount ranging from: GHCI00.00-Ghc500.00 for the first time. 

During a repeat loan (second loan) each accessed GHC200.00 more than what he/she 

got previously. For example, if one accessed GHC400.00 for the first time, one got 

GHC 700.00 the second time. The other side of the coin is that Comments from men 

wno were beneficiaries indicate that, when a woman earns more than the husband, it 

breeds contempt which sometimes leads to divorce or separation and if this is anything 

to go by, giving credit more to rural women leads to many broken homes which is a 

fertile grounds for the practices of social vices and therefore should be balanced. 
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Research shows that, credit only is not sufficient as a development tool and that not 

everyone in a poor community is an entrepreneur, Churchill and Frankiewiez (2006). 

They argue that a credit plus approach (integrated approach to microfinance) is needed 

instead of credit only. That is, in addition to the credit, the poor need savings, 

insurance, payments and other non-financial services like; business development, skills 

training and education. However, MASLOC provides only credit which does encourage 

savings by the rural poor. 

According to Rahman (1999), women's contribution to their family welfare is greater 

than men. The hypothesis is that women's priority is to invest their earnings in their 

children rather than spending much on household necessities The revolution in 

micro finance for the poor over the last two decades was led by practitioners who 

developed methodologies that achieve very high rates of repayment and cost recovery 

and also reach predominantly poor clients, especially women (Robinson, 2001). 

4.3.3. The uses ofMASLOC credit. 

"Credit without strict discipline is nothing but charity. Charity does not help to 

overcome poverty. Poverty is a disease that has a paralyzing effect on mind and body. 

A meaningful poverty alleviation programme is one that helps people gather will and 

strength to make cracks in the walls around them" (Yunus, 1998). 

MASLOC lending of credit, (loans) for income-generating activities mostly to the poor 

in Nadowli District, is viewed as a major tool for rural economic growth, individual 

empowerment, and development. The utilization of the borrowed money depends upon 

several factors which include the type of income generating activity of the borrower, 

borrower's family decision, level of needs, and efficiency in uses and consequent 

success in income generation. 

i. Patterns of the uses of loan in Nadowli District. 

According to Gordon and Criag (2001), in many rural areas, agriculture alone cannot 

provide suffi ient livelihood opportunities. Migration is not an option for everyone and 

where possible policy-makers may in any case prefer to limit the worst excesses of 
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urbanization with its associated social and environmental problems. Rural non-farm 

employment plays a potentially significant role in reducing rural poverty. 

In general, MASLOC credit was used in agro based business, petty trading and family 

welfare. According to Gordon (1999), off-farm employment income may serve to 

reduce aggregate inequality; where there exists seasonal or longer-term unemployment 

in agriculture, households may benefit even from low non-farm earnings; and for 

certain sub-groups of the population that are unable to participate in the agricultural 

labour market, non-farm incomes offer some means to economic security." Most non 

farm employment opportunities in rural areas are likely to be with small and medium 

sized, domestically owned enterprise in the formal sector, and with informal sector 

micro-enterprise. In the study I recorded 20 purposes of loan uses which I categorized 

into three (3): Agro based (AB), petty trade (PT) and family welfare (FW). This is very 

helpful to beneficiaries in the Naadowli District since most of them have nothing doing 

during the off-farming season and the loan makes them active throughout the year. 

Agro based purpose Loans 

The agro based purpose category include investing loans in Agric related products: Pito 

brewing, making of cakes to sell, buying of guinea corn and other food stuff to sell, sale 

of tea, processing of Pito malt, soap making, food vending, sheabutter processing and 

trading in cereals, grains, gari and sheabutter; rearing of animals and farming. Majority 

of the beneficiaries fall in this category in two different forms: i. they move to villages 

around to buy at reduced prices to sell in either the District or regional capital at a 

profit. ii. They buy during harvesting and just after harvesting when prices are low and 

sell some months after, when prices are high. 

Petty Trade Purpose Loans 

The petty trade category also include investing money in small scale business such as: 

Trade in soup ingredients, sale of phone units, cigarette, akpeteshie, and sugar, ladies 

under wears. Whiles family welfare category include: Feeding, paying of School fees, 

paying of medical bills and clothing of children. Only few beneficiaries fall under this 

category. 
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4.3.4. Role of MASLOC micro-credit in poverty reduction in the Nadowli District 
"In this community majority of us (women) are into Pito brewing and the proceeds of 

that hardly enables us to even buy enough soup ingredients to the house, but when I got 

the loan from MASLOC after some orientation I was able to do something different: 

that is I decided to buy shea nuts from: Kojokperi, Bussie and Tabiesi which I process 

into shea butter and send back to these village markets to sell and also buy guinea 

corn, maize which I send to Wa to sell at a profit during Wa market day. Now I am a 

happy woman in the village and at least support my husband to feed, cloth and pay 

school fees of our 3 children". Rahamata Issifu, Issa-Duang, 35years old. Member of 

Duang Sonzele Women group 
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The appropriateness of microcredit as a tool for poverty reduction depends on local 

circumstances. Poverty is the result of low economic growth, high population growth, 

and extremely unequal distribution of resources (Lindvert, 2006). The proximate 

determinants of poverty are unemployment, low income, and low productivity of the 

poor. When poverty results from unemployment, reducing poverty requires creating 

jobs; when poverty results from low productivity and low income, reducing poverty 

requires investment in human and physical capital to increase workers' productivity. In 

adowli District, poverty is caused by unemployment, low income, and low 

productivity of the poor partly because of the peculiar nature of the cultural influence 

on gender roles and seasonal migration of men to the south (Kyei, 2008) So, the best 

a to reduce po erty is to deal with both problems: increasing productivity by 

creating employment and de eloping human capital. Microcredit is considered to be a 

powerful tool for po erty reduction worldwide (Ahlin and Jiang 2008; Kotir and 

Obeng 2009). The proximate determinants of poverty in my study area were 

unemployment, low income, no or little capital for investment. Lack of capital and 

savings make it difficult for many poor people who want jobs in farm and non-farm 

sectors to become self-employed and undertake productive income-generating 

activities. Microcredit is playing an important role in poverty reduction in the study 

area by providing collateral-free loans to the poor and directing them to generate self 

employment, invests in productive farm and non-farm activities, and the creation of 
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income generation. In my study, I found the main factor influencing the benefits of 

MASLOC to be the ability to take care of family welfare issues. 

The benefits of MASLOC credit: Improvement in livelihoods. 

Microcredit providing the poor with access to financial services is one of many ways to 

help increase their income and productivity. Many studies have attempted to measure 

the benefits of microcredit in terms of income, employment, and other socioeconomic 

outcomes (Hulme and Mosely 1996; Khandker 1998). The study revealed improvement 

on: business, social learning, and family welfare as benefits of MASLOC credit to the 

beneficiaries. The poor beneficiaries were involved in the MASLOC microcredit 

programme with the expectation that borrowing .would improve their business and 

enable them take better care of their families. In my study, I assessed the impact of 

microcredit on businesses and family welfare after being involved in the MASLOC 

credit programme. I found improvement in business in 8 out of the 10 individual 

interviews and 32 out of the 40 from the F. G.D. In this section I will briefly discuss 

how MASLOC credit plays an important role in improving businesses by investing 

loans in petty trade, Agro Based business. 

108 

Scholars like Armitage et aI.(2009) defined social learning as "learning by doing" and 

Sims and Sinclair (2008) defined it as "instrumental learning" During my field 

research, it was found that, beneficiaries learnt a lot by belonging to a group from each 

other. The evidence of social learning is apparent in collaborative participation and 

group actions here individuals meet interact, share ideas, learn collectively and take 

coUecti e decisions. The adjust the management approaches and change their 

perceptions according to their social learning in natural resources management (Uddin, 

2011). Social learning has good potential in the planning process as a feedback 

mechanism at both community and MASLOC levels. Feedback from learning is an 

essential feature of adaptive management (learning-by-doing), so that management 

effectiveness can be improved step-by-step (Armitage et al., 2009). Indeed, empirical 

studies have shown that micro-finance helps very poor households to meet basic needs 

and protects against risks, and is thus associated with improvements in household 

economic welfare (Mordich, 2001 
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MASLOC CEDIT 

r 
SELF EMPLOYMENT 

I LOAN REPAYMENT I 1 
~--------~--------~ 
LIVELmOOD ACTIVITIES 

CASH FLOW 

BETTER FOOD BETTER HEALTH GOOD 
EDUCATION 

SOCIAL 
PRRTECTION 

POVERTY REDUCTION 

Fi}iure 4.1: Role of micro-credit on poverty reduction in the Nadowli District. 
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Lack of capital makes it d.fficult for many poor people who want jobs in non-farm 

sector to become self-employed and to undertake productive income generating 

activities. Due to lack of physical collateral, the poor have very limited access to formal 

institutional credit. Here, MASLOC credit plays an important role in reducing poverty 

by providing collateral-free loans to the poor to be self-employed and generate income. 

Upon using the loans for various purposes, their household economy runs smoothly, 

this brings cash flow and micro-savings for them. From the cash flow they are repaying 

their loans and increasing their capital. More capital and cash flow increase income, 

and an increase in income increases household purchasing power, school their children, 

and results in better food and health (Figure 4.1). Additionally, savings and better 

income save them from unwanted crises (medical treatment and sudden floods etc.). 

When families improve their conditions and become self-reliant, then, they are more 

likely to feel part of the society and contribute positively to the development of the 

community. 
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4.4 Conclusion 

This chapter consists of a discussion of empirical findings of the study. The discussion 

showed that, the administration of MASLOC micro-credit scheme involves: 

Orientation! training of potential beneficiaries of group members and appraisals and 

credit committee meeting and disbursement of credit. The concentration at this stage is 

on preparing the minds of beneficiaries to repay the loan without touching much on 

how the loan was to be used. The chapter also examined the nature of coverage of the 

MASLOC micro-credit. Mcst of the loans went to women. The beneficiaries used much 

of the loans on non-farm income generation activities. The role of MASLOC micro 

credit on livelihood of the people was also discussed. It was concluded that the 

MASLOC micro-credit scheme has improved the livelihoods of the people of the 

adowli District. 
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CHAPTER FIVE 

5.0 CONCLUSIONS AND RECOMMENDATIONS 
5.1 Introduction 
In this concluding chapter, I bring the discussion of key fmdings to a closure. The 
chapter is organized in three parts. The first part consist of a summary of findings, the 
second part deals with conclusions of the study and the final part entails a discussion of 
some recommendations for improving the performance of the MASLOC scheme and 
thus its improvement on livelihood. 
Key fmdings of the research, summarized below, provide an analysis of what is 

happening with MASLOC microcredit, its operations and the contribution to livelihood. 

5.2 Summary of Findings 
Here follows a set of key findings, which commensurate with the main objective and 

the sub objectives of the research. 

• 

Administration of MASLOC 

Despite the numerous successes of microcredit operations (especially by MASLOC) in 

delivering loans, reducing poverty and improving livelihoods of the poor, my findings 

revealed that, the repayment process begins before investments bear enough fruits. This 

is because some beneficiaries transact their businesses only once a week (village 

market days). This forces them to use their principal in paying the first two (2) to three 

(3) of the installments there by reducing drastically the total profit that would have 

accrued. This increases anxiety and tension in beneficiaries. As a result they remain too 

busy managing the installments rather than thinking about their food security during the 

last three installments. Also, MASLOC officials in sensitizing the groups before 

disbursement concentrate more on preparing minds of applicants to repay the loans 

without touching on how to use the loan. They only visit the beneficiaries to collect 

money without finding out how the money is being used. 

The other challenge faced by beneficiaries is the undue delays in disbursing loans after 

application. Women in the District have their own time for business i.e. during off 

farming season (From November to June every year), but a group can apply for a credit 

in October and the cheque will be ready in June there throwing the investment plan off 

gear since the targeted investment period will be over by then. With the fear of not 

getting subsequent credit from MASLOC if they tum down the delayed one, they are 
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forced to take it and start using the same money in paying the installments only to run 

out of cash by the fourth installment and will have to resort to other means of paying 

the loan with the hope of using the next repeat loan to manage the self-inflicted 

hardships. Frustrations set in when the repeat loan (credit) also delays unduly or never 

even comes at all. 

Nature of coverage of MASLOC in the Nadowli District 
The study showed that, a total of 29 groups accessed the credit with a total amount of 

ORC 170, 200.00 to 549 individual beneficiaries. Out of the 549 beneficiaries, 518 

were women and only 31 were men. Also out of the total amount of ORCI70, 200.00 

disbursed, ORCI53, 000.00 went to women and only ORCI7, 200.00 went to men. The 

highest amount an individual accessed in a group was ORC 500.00 for a first loan and 

ORC 800.00 for a repeat loan. 

Usage and benefits of credit by MASLOC beneficiaries 
My research explored three categories of loan use: 1) Agro Based. 2) Petty trade and 3) 

Family welfare. I found 21 purposes of loan use, of which 11 were in Agro Based 

category, 6 in the Petty trade category and 4 in the family welfare. Pito brewing was 

more prevalent in many of the communities in small scale mostly brewed once in a 

week. 

In MASLOC mechanism, they only lend money to mostly women, hoping that it will 

create alternative income generation and increase family income. In turn, this could 

empower the disadvantaged active poor in the study area. The fmdings of my study 

revealed that women become the primary target of MASLOC microcredit programmes 

because they are primary resource users, disciplined and good credit risk takers. 

MASLOC groups are distributed across the entire District with groups concentrating in 

areas where there are functional markets. 

Improvement of Livelihoods 

Benefits from MASLOC credit: improving on business and social learning's. 

Every investor's dream is to get profit, increase capital and stock in other to improve on 

his/her livelihood. My research revealed that beneficiaries were able to increase their 

stock from the credit they got from MASLOC which resulted in increased purchasing 
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power hence improvement in their businesses. This is because comparing with other 

micro credit institutions in the study area, MASOLC lends its credit at a lower interest 

rate, no collateral security (pre-loan savings) and credit officers moving to their 

communities to disburse credit and also collecting repayment installments. Another 

benefit in my study is that, there was evidence of social learning as community people 

were learning through group interaction. MASLOC formed groups comprising of both 

males and females at the community to access credit.. 

MASLOC Micro-credit intervention has positive impact on socio-economic 

development: It is improving businesses, diversifying rural livelihoods, and reducing 

poverty. 

5.3 Conclusions 

Drawing on the findings the following conclusions were made from the study: 

The microcredit programme by MASLOC in my study area is playing significant roles 

in poverty reduction and livelihoods diversification. I found out that, Microcredit loans 

were used to diversify rural livelihoods by creating opportunities for productive 

investment in: small businesses, Petty trading and Agro business. Many rural women 

who were mostly dependent on pito brewing for their livelihoods have now invested 

their loans in alternative income-generating activities. I found women were controlling 

their loans, contributing to household gross income, and sending their children to 

school. 80% (40 out of the 50) respondents said their businesses have improved in that, 

they either have increased stock or have added another business after working with 

MASLOC. 

i. Administration ofMASLOC micro-credit scheme and challenges 

Administration of MASLOC micro-credit scheme involved five stages. It was noted 

that, the preparation of beneficiaries towards the accessing of loans was more on 

sensitizing them to repay but less on how to use the loan. Some beneficiaries after 

collection of loan now start to think of what to use it for. Loans after the appraisal stage 

take an undue long time to be approved and disbursed. When it is finally disbursed, 

there is no grace period to start paying the loan and the beneficiary will have to start 
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paying 28 days from the date of disbursement. Some best practices recommended for 

microfinance institutions are adhered to whiles some are not followed (see table 4.1). 

The arrangement for repaying the loan affects some beneficiaries negatively. 

ii. The nature of coverage of MASLOC loan. 

MASLOC micro-credit loans are more skewed to women than to men. The amounts 

approved for beneficiaries depend on the type of business one is engaged in and they 

start giving smaller amounts and then increase during subsequent (repeat) loans. The 

target group for the MASLOC loans is the active poor. The beneficiaries are more in 

areas where there are functional markets in the Nadowli district sparingly scattered 

across the District. An individual in a group can access an amount of GHC 500.00 

during the first loan and more, up to GHCIOOO.OO insubsequent loans. 

iii. Uses ofMASLOC loans 

MASLOC credit in the District was used more on income generation activities. These 

activities are: Agro based business, petty trading and family welfare. 

iv. Benefits ofMASLOC credit: Improvement in livelihood 

MASOLC lends its credit at a lower interest rate, no collateral security (pr- loan 

savings) and credit officers move to their communities to disburse credit. They go to 

the communities to collect repayments. MASLOC Micro-credit intervention has 

positive impact on socio-economic development: It is improving businesses, 

diversifying rural livelihoods, and reducing poverty. MASLOC credit help beneficiaries 

to diversify rural livelihoods by creating opportunities for productive investment in: 

small businesses, Petty trading and Agro business. 

5.4 Recommendations 

Considering the iews of MASLOC microcredit beneficiaries, MASLOC officials, and 

considering the key findings of the study, I have identified specific critical issues that 

sheuld be addressed to improve the contribution MASLOC microcredit to the 

livelihood of its beneficiaries in the adowli District. 
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• MASLOC should include in their training/orientation, usage of loans 

The findings revealed that, officers of MASLOC only concentrate on the repayment of 

loans but care less about how beneficiaries use the loans. It is recommended that 

MASLOC should include or enforce usage of loans in the training of beneficiaries 

before disbursement are made. It will be to the good of beneficiaries if officers will 

have time to know how potential beneficiaries use their money both on their family use 

and on business. Officers should make time to find out how each beneficiary is using 

the money. MASLOC as an institution should include in its financial services savings 

( deposits). 

• MASLOC should decentralize its operations with regards to loan approval 

and disbursement. 

From the findings, every case will have to be sent to Accra for credit committee and 

cheques subsequently signed in Accra, hence delaying the process unduly. I 

recommend that a regional credit committee be formed to approve loans in other to 

reduce both time and risk in travelling to Accra to meet credit committee. Each 

region has an account or at best each District in which a quarterly quota is launched 

based on how much each officer recovers. This will prevent undue delays in loan 

disbursement and enable officers to serve his/her clients efficiently to meet the 

needs of clients investment plans which will finally result in effective use of loans 

by beneficiaries to improve on their livelihoods. 
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• A moratorium of one month should be given to beneficiaries 

Beneficiaries in communities which do not have functional markets and those 

engaged in only we )kly business should be given a grace period of one month 

before the first installment (first installment should be at the end of the second 

month after disbursement). This will help clients re-invest credit to bear fruits 

before they start paying since their turnover is small. When this yield dividends, 

more profit will be accrued therefore improving on the livelihood of this _' 

category of beneficiaries. 
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• Provision of additional Logistics and human resource. 

MASLOC should provide additional vehicle and Credit Officers. One pick-up 

for the whole region is not enough. Also one Credit Officer for three Districts is 

too much for effective monitoring and recoveries 
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APPENDICES 

AppendixI: Interview Guide for MASLOC officials 

A. Coverage 

1. What category of people do you target and why? 

2. How many clients do you have in the Nadowli District? 

3. How many groups? And what is the average group size? 

4. Does the number cover the whole District? If not where are they concentrated 

and why? 

5. What is the maximum amount a client can access (small loan or microcredit) 

6. Do the clients get any education/training? If yes on what 
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Guide for individual beneficiaries 

A. Client Characteristics: Personal information 

1. Name of client 

2. Name of village/ community 

3. Name of group if a microcredit client 

4. Sex 

5. Age 

6. Level of Educational 

7. Marital Status 

B. Family Characteristics 

1. Residential Status 

2. How many dependents/children do you have? 

3. How many of them are in school and why? 

C. Usage of loan 

1. What do you do for your living? 

2. Hov long have you been in that activity? 

3. When did you take the credit from MASLOC? 
- 
4~ How many times have you taken credit from MASLOC? And when was the last 

time? 

5. How much was the credit? 

www.udsspace.uds.edu.gh 

 

 

 

 



6. How did you use the loan? 

7. Do you think the credit is profitable? In what ways? 

8. Which Microcredit Institution do you prefer and why? 

D. Microcredit and livelihood 

9. How has the credit helped you improve your business? 

10. What effect has MASLOC credit had on you and your family? 

11. Does MASLOC provide any training to improve your livelihood or your 

business activity? If yes what type? 

12. In what way(s) do you think MASLOC credit is helpful to you? 

13. What would you say has been your biggest achievement from MASLOC credit . 
from what you have experienced from your work? 
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