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ABSTRACT
Today, widespread of poverty is one of the major problems of mankind and'_its
alleviation one of the major agendas. In recent years micro finance has emerged as an
important instrument to relieve poverty in developing countries. This micro finance
programmes have received increasing attention as an effective strategy to alleviate
poverty by providing financial services to the poor who have little or no access to capital
and formal financial services, as well as providing additional support services such as

literacy training, access to health services, and platforms to organize communities.

Yet, despite the increasing attention and reputation that microfinance institutions have
achieved, their contribution to poverty alleviation on a global level remains limited. The
question of concern is how microfinance has been able to alleviate poverty in their

catchment areas.

This question was addressed through a case study of Okomfo Anokye Rural Limited, a
rural bank offering microfinance services to its numerous clients. The research has relied
on primary sources from respondents, secondary data from journals, internet search and

other sources of published data to enhance the study.

The result of the study from OARB microfinance unit has been able to improve the

standard of living among its clients despite the many challenges they faced.
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CHAPTER ONE
GENERAL INTRODUCTION
1.0 INTRODUCTION
“The international year of Micro credit 2005 underscores the importance of micro
finance as an integral part of our collective effort to meet the Millennium

Development Goals”. (Kofi Annan, 2005),

By Sustainable access to micro finance 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 serve their needs (Kofi

Annan, 2003).

The quest to eliminate poverty has been one of the most widely researched areas in
both finance and economics since the introduction of Grameen Foundation,
Structural Adjustment Programmes, the Millennium Development Goals and many
other activities to help combat poverty which has become necklace around our
necks. Many people die, people cannot afford to pay their wards’ school fees and
above all others suffer from malnutrition all due to poverty. The question to be
considered in this work is, ‘has micro finance been able to eliminate poverty in
society?’ If it has, then we need to find out the degree it has helped people to solve

some of their financial problems. If it has not, we need to find out why it has failed.
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1.1BACKGROUND TO THE STUDY

The persistence of poverty worldwide is a major concern of the 21st century.
According to the UN (2005), five years after the millennium summit where the
objectives of the Millennium Development goals (MDGs) were reached, more than

one billion people still struggle to survive on less than one dollar a day.

From the figure quoted, reports indicate that roughly fifty million people are

working, but cannot walk their way out of extreme poverty (Hatch, 2001).

Improving the living conditions of poor people is fast becoming the new yardstick
by which the advancement of the world is measured. It is measured with the
improved conditions of the down trodden and the vulnerable. The world is
advancing either towards peace and security or towards conflict and insecurity.
Understandably, when poverty is on the increase, the displeasure about the egoism
of opulence becomes more widespread. And this is one of the greatest threats
associated with social inequality, because helplessness and despair breed Vioience
(Somavia, 1999). Therefore, the world’s development attention and priority has
been the improvement in the living conditions of the poor. The recent economic
growth witnessed in China and India that has lifted some people out of poverty,
notwithstanding, the concern is still felt and shared as more people still live in

unacceptable poor conditions.



After the 1970s, the number of micro finance institutions around the world
proliferated at a faster pace. In view of the dismal performance of the conventional
financial sectors, policy makers, practitioners and international organisation
advocated micro financing as the tool for poverty alleviation. Today, there are more
than 7000 micro lending organisations providing loans to more than twenty five
million poor individuals across the world, the vast majority of them are women

(Mohammed and Zubair, 2008)

The United Nations Capital Development Fund, declared 2005 as the year of micro
credit. The success of Grameen Bank model in Bangladesh which offered loans to
the poor people through group collateral has been emulated in many countries

worldwide.

Ghana features a predominantly rural agrarian economy with sixty percent of its
labour force engaged in agriculture. Within the five decades after its independence in
1957, various strategies have been adopted by the various governments towards
achieving rural development. In Ghana, rural development will amount to structural
change and transformation symptomatic to growth, wealth creation and poverty
reduction not only in the rural areas but also nationwide. Dinye emphasized that
majority of rural people lived in poverty although their environment is well endowed
with human and material resources. To him these factors of production, capital
(finance particularly) must be added for entrepreneurs to take out products for the
creation of basic needs and wealth. He revealed that micro finance constitutes an
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innovative savings and credit delivery mechanism. It emerged as a result of
inadequate safety net for the vulnerable segments of society. Micro finance and
poverty reduction strategies are therefore intricately related since the former has the
potential of linking the formal banking system with the poor through savings
mobilization and the promotion of entrepreneurship endeavours

( Dinye, 2006).

" The current national development frameworks, the Growth and Poverty Reduction
Strategy and its predecessors; The Ghana Poverty Reduction Strategy acknowledge
the fact that the transformation of the rural economic situation must include the
provision of micro credit programmes to promote agro-based industrialization and
increased productivity in non-farm business ventures. He explained that, since the
inception of the GPRS, twenty percent of the District Assembly Common Fund
(DACF) has been designated in support of productivity to increase the income
generation, popularly referred to as Poverty Alleviation Fund." Other government
micro finance schemes initiated since 2001 include the Ministry of Women and
Children’s Affairs (MOWAC) fund for the poor women with limited collateral, the
Social Investment‘Fund, HIPC benefits, Micro finance-Loan Schemes and the
Emergency Social Relief Project(ESRF) to provide loans to the economically active
poor at twenty percent interest rate between 2002 and 2003. According to him, the
disbursements of the funds in all cases were made through Rural and Community
Banks, Savings and Loans Institutions and Non-Governmental Organisations which

evaluate the beneficiaries (Dinye, 2006).



According to World Bank Development Indicators (2004), Ghana had a population
of twenty-one million of which 55% were aged between 15 and 65 and around 45%
of the people lived on less than USS1per day and 79% of the population also lived
under USS$2 per day in 1999. In this case, the poorest citizens access credit mostly
through informal channel such as moneylenders who charge or lend at a very high
interest rate. The result is that the poor therefore remain perennially debt —ridden
which ultimately results in them losing dignity. The perpetual dependence of the
rural poor on various informal sources of credit, leads to widespread of
unemployment, illiteracy and none-availability of technical support to such people.
These demonstrate the high level of demand for credit. Micro finance has therefore
evolved as an economic development approach intended to benefit low —income

people.

1.2 STATEMENT OF PROBLEM

Micro finance programme has been the most favourite intervention for development
institutions, due to its unique potential or poverty reduction and financing
sustainability. Access to micro finance is expected to enable the poor increase their
household, build assets and reduce vulnerability to crisis. An effective poverty
alleviation strategy takes into cognizance the socio-economic and political
implications of addressing inequality and lack in societies. These different
implications impact on one another in a way to either promote or endanger peace
and development. Poverty at the individual, household and community levels
distorts and diminishes the capacity and capability to attain and live a meaningful

life. Its persistence presence and duration is a threat to national stability and global



peace. Societies have come to accept this fact and have been taking actions and
measures to address it. One particular response has been to use micro finance as a
way of walking the people out of poverty. The realization is that, lack of access-to
assets and credits have constrained the efforts of the poor to achieve meaningful

results in the drive to improve their well-being.

Okomfo Anokye Rural Bank Limited has been in existence for the past fifteen
~ years, since the liberalization of the Ghanaian economy. It is worth stating that the
micro finance department in the bank started in 2001. Its objective is to help the
economically active people in engaging in income generating activities to better
their lives. It is against this background the study wants to find out how OARB

micro finance has fared in its attempt to alleviate poverty in its catchment areas.

1.3. OBJECTIVES OF THE STUDY

1. To identify and examine the mode or procedure of giving out the micro finance
loans to the beneficiaries.

2. To find out the impact of micro finance loan on the livelihood on the
beneficiaries.

3. To identify the challenges they face in giving out ‘micro finance loan to their
clients

4. To make recommendations aimed at reducing the incidence of loan delinquency

in the bank.
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1.4. JUSTIFICATION OF THE STUDY

The use of micro finance as a major strategy for poverty alleviation in developing
countries which include Ghana is being perceived as an effective tool for poverty
reduction among the development of rural communities. This perception has
catalyzed much support for the increase of micro finance industry. The justification
for selecting micro finance as a strategy for poverty alleviation for this study was
also a modest attempt to contribute to the debate about the need for all stakeholders
to be the drivers of change and development. It is hoped that the study will
illuminate the rationale for state intervention as obvious market failures have
triggered poverty and iriequality. And that, in a country like Ghana that strives for
peace and stability, the role of the retreating welfare state should be recalled to serve

the people.

1.5. RESEARCH METHODOLOGY

This section in the work discussed the various methods and procedures used that
were applicable to the research. These however, were descriptive methods. Due to
the fact that insight or knowledge into the study cannot be adequately gained by
single data technique; various methods were employed to gather data. These were
the primary and secondary data, sampling procedure tools for data collection, data

analysis in which both qualitative and quantitative methods were used.



1.6. SCOPE OF THE STUDY

This study was about micro finance as a strategy for poverty alleviation with
evidence from rural bank. The main theme was micro finance as reported by
government of Ghana, Ghana Financial Network and selected rural banks providing
micro finance service in the country. The period of the investigation span from 2005-
2008. The purpose for choosing rural bank was that, they are required by the Bank of

Ghana to provide financial assistance to the rural people and help to alleviate

poverty.

1.7. LIMITATION OF THE STUDY
Due to material resources, the sample in relation to the entire population was small.
Again, not all the questionnaires administered to respondents were retrieved. All

these limitations undoubtedly affected the results of the study

1.8. ORGANISATION OF THE WORK

The write-up is organized in five chapters. The first chapter comprises the
introduction, background to the study, statement of the problem, objectives of the
study, justification of the study, research methods, and scope of the study, limitations

and organization of the study.

Literature that was related to the study was reviewed in the second chapter to guide

the study. The third chapter which was on research methodology dealt with the
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arrangement and description of the processes of collecting data, analyzing and
interpreting the data in an orderly manner.
Chapter four dealt with the data analysis, findings and discussions while chapter five

dealt with the summary, conclusions and recommendations.



CHAPTER TWO

”

LITERATURE REVIEW
2.0 INTRODUCTION
This chapter discussed the various views shared by different groups concerning micro
finance as a strategy for poverty alleviation. In this chapter, two categories of
literature were reviewed to understand the various perspectives and get informed of
what others have established prior to this study, the issues that need to be addressed
and the methodological concerns to be taken into account. The first type of literature
review focused on the various meanings of micro finance from different perspectives,
some paradigms or models on micro finance characteristics of micro finance, the
historical background of micro finance. The second type of the literature focused on
the challenges facing micro finance institutions, micro finance as a poverty alleviation
strategy and prospects of micro finance in alleviating poverty. In all, the work was

scaled down to the above-mentioned parameters of the literature.

2.1. HISTORICAL BACKGROUD OF MICROFINACE INSTITUTIONS Micro
finance arose in the 1980s as a response to doubts and research findings about state
delivery of subsidized credit to poor farmers. In the 1970s government agencies were
the predominant channel of providing productive credit to those with no previous
access to credit facilities — people who had been forced to pay usurious interest rates or
were subject to rent- seeking behaviour. Government and international donors assumed
that the poor required cheap credit and saw this as a way of promoting agricultural

production by small landholders.

10



In addition to providing to subsidize agricultural credit, donors set up credit unions
inspired by Raiffeisen model developed in Germany in 1864. The focus of these
cooperative financial institutions was mostly on savings mobilization in rural areas in

an attempt to “teach the poor farmers how to save”

Beginning in the mid-1980s, the subsidized, target credit model supported by many
donors was the object of steady criticism, because most programmes accumulated
large loan losses and required frequent recapitalization to continue operating . It
became more and more evident that market-based solutions were required. This led to
a new approach that considered micro finance as an integral part of the overall
financial system. Emphasis shifted from the rapid disbursement of subsidized loans to
target populations toward the building up of local, sustainable institutions to the poor.
At the same time, local NGOs began to look for a more long-term approach than the

unsustainable income generation approaches to community development.

Since 1980s, the field of micro finance has grown substantially. Donors actively
support and encourage micro finance activities, focusing on MFIs that are committed
to achieving substantial outreach and financial sustainability. Today, the focus is
providing financial services only, whereas the 1970s and much of the 1980s were

characterized by an integrated package of credit and training (Ledgerwood, 1999).

Ry
11 BlEncE 4" UMIVERS
i 0



2.2 DEFINITIONS OF MICRO FINANCE FROM DIFFERENT
PERSPECTIVES

Grameen Foundation (2003), defined Micro finance as “banking for the poor,” is an
analyzing simple approach that has been proven to empower the very poor people
around the world to pull themselves out of poverty. Relying on their traditional skills
and entrepreneurial instincts, very poor people, mostly women, use small loans
(usually less than US$200), other financial services, and support from local
organizations called micro finance institutions (MFIs) to start, establish, sustain, or

expand very small, self —supporting businesses”.

According to Lidgerwood (1999), micro finance is not simply banking. It is a
development tool which involved; small loans, typically for working capital, informal
appraisal of borrower.s and investment, collateral substitutes, such as group guarantees
or compulsory savings, access to repeat and Larger loans, based on repayment

performances, streamlined loan disbursement and monitoring.

In addition, Asian Development Bank ( 2002), defined micro finance as provision of
broad range of financial services such as deposits, loans, payment services, money
transfers, and insurance to poor and low-income households and their micro
enterprises. In employing this definition by ADB, it gathered financial sector experts,
most of whom probably do not follow the literature and the controversies in micro

finance

12



Djan (2002), also defined micro finance as “A financial intermediation mechanism that
seeks to enhance savings mobilization and access to credit and other related technical’

support services for informal sector operators.”

Added to the above, Gateway (2008), also defined micro finance as means of
providing very poor families with very small loans (micro credit) to help them engage
in productive activities or grow. their tiny business. These services as stated by
Gateway include broader range of services (credit, savings, and insurance as the poor

lack accesses to traditional financial institutions).

Finally, Sustainable with the poor (2002), defines micro finance as, “the provision of a
broad range of financial services to poor, low income households and micro-

enterprises usually lacking access to formal financial institutions”.

2.3. SOME MODELS OF MICRO FINANCE

Conroy (2005), identified four main models in his research on micro finance in
Bangladesh. According to him, among the proliferation of micro finance institutions
(MFIs) in developing and even some industrial countries, a number of distinguishable

models have emerged.

The Grameen Bank model, referred to above, has been applied in many countries in a
wide variety of settings. The Grameen model requires careful targeting of the poor

through means tests, usually with a focus on women and intensive fieldwork by staff to

13



motivate and supervise the borrower groups. Groups normally consist of five members,
who guarantee each other’s loans. Some compulsory saving requirements are imposed,
but in general, quite limited voluntary savings occur. Increasing the scale of operations
and by decentralizing control and carefully managing costs achieve sustainability.
While some other models have as their goal the creation of autonomous institutions, this
is not expected of the individual borrower groups. In Bangladesh, where the greatest
number of Grameen-inspired institutions exist, considerable innovation is occurring;

only the basic model is described here.

The Village Bank is a widely replicated model, found mainly in Latin America and
Africa, but with substantially less total outreach than the many Grameen Bank
replications. Typically, an implementing agency establishes individual village banks with
between 30 and 50 members and provides capital (called the 'external account’) for on-
lending to individual members Individual loans are repaid at weekly intervals over 16
weeks, at which time the village bank returns the principal with interest to the
implementing agency. A bank repaying in full is eligible for subsequent loans, with loan
sizes linked to the performance of village bank members in accumulating savings. Peer
pressure operates to maintain full repayment, thus assuring further injections of loan
capital, and also encourages savings. Savings accumulated in a village bank can be
loaned out to members (the 'internal' account). The standard business plan calls for a
village bank to accumulate sufficient capital in its internal account to enable 'graduation’
after three years, by which time loan capital has been accumulated entirely from

internal sources. Hence village banks are intended to become autonomous institutions.

14



Credit Unions (CUs). These are democratic, non-profit financial cooperatives owned
and controlled by their members. CUs mobilise savings, provide loans for productive and
provident purposes and have memberships, which are generally based on some
common bond. The memberships of CUs are likely to be more heterogeneous than that
of Grameen banks, although various CUs differ in the extent to which they include
poorer and low-income households. CUs generally relate to an apex body that
promotes primary credit unions and provides training while monitoring their financial
performance. In Asia, rural credit unions have been successful in some countries,
both in terms of sustainability and of reaching out to the poor (notably Sri Lanka).

But they have been less successful in most other countries of the region.

A fourth model, based on 'self-help' groups (SHGs) is somewhat similar to the
village bank concept, although less structured. Most prominent in Asia, SHGs have
around 20 members who should be relatively homogeneous in terms of income.
Their primary principle is the lending of members' savings but SHGs also seek
external funding to supplement internal resources. The terms and conditions of loans
differ among SHGs, depending on the democratic decisions of members. Typical
SHGs are promoted and supported by NGO but the objective (as with village banks)
is for them to become freestanding institutions. Some NGOs act as financial
intermediaries for SHGs, while others act solely as 'social' intermediaries seeking to
facilitate linkages of SHGs with either licensed financial institutions or other funding

agencies. The SHG model is a good platform for combining micro finance with other

15



sectoral activities and their implementing agencies (maternal and child health and
adult literacy, among others). However, the relatively loose structure of groups
makes rapid expansion of outreach and tight monitoring of performance more

difficult than, say, with the Grameen Bank model.

2.4 CHARACTERISTICS OF MICRO FINANCE

Micro finance gives access to financial and non-financial services to low-income
people, who wish to access money for starting or developing an income generation
activity. The individual loans and savings of the poor clients are small. Micro finance
came into being from the appreciation that micro-entrepreneurs and some poorer
clients can be ‘bankable’, that is, they can repay, both the principal and interest, on
time and also make savings, provided financial services are tailored to suit their needs.
Micro finance as a discipline has created financial products and services that togtheer
have enabled low-income people to become clients of a banking intermediary. The

characteristics of micro finance products include :( Murray and Borus 2002)

> Little amounts of loans and savings.

R Short- terms loan (usually up to the term of one year).

<> Payment schedules attribute frequent installments (or frequent deposits).
o Installments made up from both principal and interest, which amortized

in course of time.

J
0.0

Easy entrance to the micro finance intermediary saves the time and
money

of the client and permits the intermediary to have a better idea about the

16
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clients’ ﬁnancial and social status.

Application procedures are simple.

Short processing periods (between the completion of the application and

the disbursement of the loan).

The clients who pay on time become eligible for repeat loans with higher

amounts.

The use of tapered interest rates (decreasing interest rates over several
loan cycles) as an incentive to repay on time. Large size loans are less
costly to the MFI, so some lenders provide large size loans on relatively
lower rates.

No collateral is required contrary to formal banking practices. Instead of

collateral, micro finance intermediaries use alternative methods, like, the
assessments of clients’ repayment potential by running cash flow
analyses, which is based on the stream of cash flows, generated by the
activities for which loans are taken.

The poor need variety of financial services, not just loans (but also
savings, transfers, insurance etc.).

Micro finance is a poverty instrument against poverty (access to
sustainable financial services - increase income, build assets, reduce
vulnerability, better nutrition, health, education etc.).

Micro finance means building financial system that serves the poor

(micro finance should become an integral part of the financial sector)
Micro finance is about building permanent local financial institutions

(building financial systems for the poor means building sound domestic
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financial intermediaries that can provide services to poor people on a
permanent base).
Interest rate ceilings can damage poor people's access to final services (it
costs much more to make many small loans than a few large loans;
when governments regulate interest rates, they usually set at the levels
too low to permit sustainable micro credit; at the same time, micro
lenders should not pass on operational inefficiencies to clients in the
form of prices— interest rates and other fees - that are far higher than
they need to be).
The government's role is an enabler, not as a direct provider of financial
services. (National government play an important role in setting a
supportiye policy environment that stimulates the development of
financial services while protecting poor people's savings;
governments can also support financial services for the poor by
improving the business environment entrepreneurs, clamping down
on corruption, and improving access to markets and infrastructure)
into local financial market.
Lack of institutional and human capacity is the key constraint.
The importance of financial and outreach transparency (accurate,
standardized and comparable information on the financial and social
institutions providing services to the poor is imperative; bank
supervisors and regulators, donors, investors, and more importantly,
the poor who are clients of micro finance need this information to

adequately assess risk and returns).
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2.5. PROSPECTS OF MICRO FINANCE AS A STRATEGY FOR POVERTY
ALLEVIATION
Firstly, micro finance institution can lead to award of loans to joint —Liability groups.
The first of the two central innovations in micro finance is joint liability group in which
all borrowers are liable for each other’s debts. Loans to individuals are usually less
successful than cooperatives. Although members may exclude the poorest, allowing
self-selected groups can ensure that members screen for risk, trust themselves, and
believe that they have power to enforce repayment through social sanctions. Without

self selections groups are just mere facades (Dinye, 2006)

Moreover, Khandker (2005), is of the view that access to micro finance is expected to
enable the poor increase their households’ incomes, build assets and reduce their
vulnerability to crises. Financial institutions are only as strong as their clients. Besides
strengthening Rural Micro finance Institutions directly, their ability to reach the poor can
be enhanced by improving their abilities of households to manage their economic and
financial activities and of rural communities to work cooperatively, whtheer for group
based micro finance methodologies or to manage their own savings and credit

associations.

Hulme and Arun (2003), also argue that micro finance institutions are not a cure for
poverty. However, MFIs could create and provide a broad range of micro finance
services that would support poor people in their efforts to improve their own prospects

and prospects of their families. He believes that effective micro finance makes these
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agencies designed to help the more likely to achieve the goals that the poor seek to

achieve.

Dinye (2006), argues that, promoting access to micro finance is an important strategy
towards development in the rural areas in Ghana. According to him, Small credits and
micro finance loans allow the rural entrepreneurial poor who are already engaged in
viable but low- productivity economic activities or who have good investment
opportunities and are constrained principally by lack of access to financing to acquire
some capital based. It allows the very poor who have reasonable economic handicap by
low skills, poor basic economic infrastructure, lack of social capital, and absence of
financial institutions; as well as the extreme poor or destitute in areas with very low
economic potential to be up and doing; and communities to form cohesive groups that

can intermediate between members and external sources of finance.

The issue of women’s empowerment has been at the centre of discussions on planned
interventions for poverty alleviation. Micro finance programmes mobilise and organise
women at the grass roof levels. It 1s generally argued that micro-credit plays a vital role
in bringing about changes in the rural women’s standard of living. It is widely believed
that an empowered woman would be one who is self-confident, who critically analyses
her environment and who exercises control over decisions that affect her. Many
women’s organizations in developing countries have included credit and savings, both as
a way of increasing women’s incomes and bringing women togtheer to address wider

gender (Sustainable Banking with the Poor, 2002).
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Pitt et al (2003), support most literature that agitates that more often than not micro
finance can eradicate poverty and hunger in societies when properly given out.
According to him a number of mechanisms through which access to micro finance may
stimulate wider health and social benefits. Foremost among these, are supporting
improvements in household economic well-being, including poverty reduction and an

enhanced capacity to meet basic needs such as food security.

Daley- Harris (2006), discusses the evidence of the effects of micro finance on poverty
reduction from diverse settings is generally encouraging. For example, longitudinal
studies from Ghana have found associations between poverty reduction and greater
consumption attributable to micro finance to micro finance participation, particularly

among female loan recipients.

Marmot (2005), on his several studies also suggests that micro finance can positively
influence nutritional outcomes. For example, longitudinai research in Ghana, comparing
both participants and non-participants in the same communities and residents of control
communities, report reductions in stunting and wasting in infants. Well —established
programmes in the three Northern regions of Ghana have demonstrated similar effects
on nutrition, where significant improvements have been noted among micro finance

households’ relative control.

Further, UNICEF (2003), support the suggestions made by Pitt on the role of micro

finance to increase the number of school enrollment. It revealed that in the sub-Sahara
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African region as a whole, nearly one-third fail to enroll in Primary education. In the
Sub-Sahara African region, which is not an exception, Ghana nearly one-third of =
children fail to enroll in primary school and of those who do, nearly 20% do not reach
primary five. Although important in its own right, improving access to education also

can have lower rate of illness, malnutrition, and child mortality.

Hulme and Paul (2003), also shared their views on the prospects of micro finance as it
allows overseer banks to choose beneficiaries. It will be appropriate to award the task of
choosing beneficiaries to overseer banks. The major reason here is that they can easily
judge the credit worthiness of borrowers based on savings record. In this way, the
overseer act like local money lender or store- owner who judges the credit worthiness of
a borrower through their knowledge of the character and cash flows of-a potential

borrower.

Cheston and Kuhn (2002), in the like manner, supports the argument put forward by
Daley’s work as micro finance also Improve Women’s Lives. Participation in micro
finance worldwide is predominantly female, which underscores its potential to promote
gender equity and empower women. For many Micro finance Institutions, women are
considered a better credit risk than men and loan received by women have been found to

have wider household-level benefits than those given to men.
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2.6. MICRO FINANCE AS STRATEGY FOR POVERTY ALLEVIATION:
There are a number of different versions of definition for Micro finance. For the
purpose of this study, one of the common definitions is used. Micro finance is the
provision of financial services to the poor who do not have access to capital and
financial services (Barnes (2001), financial services include one or any combination of
the following: lending, savings, insurance, pension/retirement and payment services.
Increasing mature micro finance institutions (MFIs) also provide diverse products, such
as housing loans (primarily for improvements, repair and maintenance), insurance (both
health and life insurance), and pension. Micro finance is also frequently combined with
the provision of social and business development services, such as literacy training,

education on health issues, training on financial management or accounting,.

According to Gaama (2004), the role of micro finance in development efforts around the
world, particularly for poverty alleviation, has been significant. Providing poor people
with access to financial services is seen to address capital market distortions that exclude
the poor and reduce the vulnerability of the poor by providing them with opportunities

for income-generating activities.

Littlefield et al (2003), also reports that availability of financial services has proven to be
a critical factor in reducing poverty and its effects, resulting in positive impacts on
nutrition, education, health, gender equity, and the environment. The literature on micro

enterprise offers a diversity of findings in regard to the type and level of impact.
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Jung (2004), identified the key findings from impact assessment studies on UNDP and
reported the impacts of micro-enterprise credit service, with special attention on
household economics security which include empowerment of women which leads to a
social higher status, better education and more independence of women, enterprise
stability growth, and individual control over resources. The studies revealed varying
degrees of positive impacts on programme participants, most notably increases in
household and enterprise income and assets. Mixed effects were found on employment,

children’s schooling, and women’s employment.

On the same note, Patrick (2004), on impact assessment studies on empowerment,
especially of women, as an important dimension of impact. Empowerment is typically
defined in terms of the ability of people to participate in decisions that affect their lives.
The studies on the literature explored the proposition that by increasing an individual’s
ability to contribute economically to household, participants in micro finance programs
strengthen their control over household resources, self-esteem and their ability to deal
proactively with the future. By supporting and encouraging women’s economic
participation, micro finance helps empower, thus promoting gender equity and

improving household well-being.

Zamman (2000), emphasizes the issue about ‘income smoothing’ that is brought about
by lessened vulnerability, which also promotes ‘consumption smoothing’. He enthused
that increase in consumption, even if small coupled with increased regularity of

consumption can lead to better health and nutrition. There is also the investment
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opportunities opened up via additional loans from the micro credit programme and such
can bring about stability with far reaching positive effects on participating households. )

Micro credit programmes also reduce poverty.

However, while micro finance looks as a good option and offers promises of helping to
alleviate poverty, there are problems or challenges that threaten its efficacies. These
challenges clearly point to the need to re-think micro finance as a strategy for poverty

alleviation.

2.7 CHALLENGES OF MICRO FINANCE AS STRATEGY FOR POVERTY
ALLEVIATION

Malhotra and Fiddler (1995), identified scaling up as a first challenges to micro finance.
The number of clients per loan officer tends to raises as a programme begins to grow
since management often sees a high client to loan officer ratio as a clear cut way to keep
cost down. They are of the view that rapid expansion will lead to low morale, beginnings
of turnover, management information system backlogs, and decline s in portfolio.
Moreover, this may result time less spent with each client, a lower quality of customer
service for poor clients, and exclusion of high risk difficult to handle clients, which is a

sign of mission drift in poverty organizations.

De- Soto (1998), the idea that the poor are entrepreneurs is rather too simplistic. Also,
to think that they will succeed without taking other internal and external environmental
factors like market, technical and managerial competences and infrastructure, etc, into

cognisance is too theoretical. His studies in Nigerian situation showed that while many
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had loans, their operations, mainly farming in rural areas and services (trading and retail)
in the urban areas did not improve their income and conditions. When the farmers were
lucky to avoid harvest failures occasioned by low rainfall and incidence of pest raids,
they had no market and storage facilities for their produce. To get the produce to bigger
markets in the cities were equally difficult due to poor road networks between the rural
areas and the cities. Besides, their production methods stayed rudimentary and their
bookkeeping practices were almost non-existence. The size and notion of credit is one

issue that needs to be considered when analyzing critical success factors of the strategy.

According to Ditcher (2006), the very nature of the loans themselves, which are small,
fewer in frequency and smaller savings will not engender much result. The micro level
activities the loans are being utilized for and the shorter repayment periods amongst
others limit their effectiveness. The practice is such that borrowers are more likely to
invest the loans in quick yielding investment. The thinking is that they need to repay the
loans as at when due and so cannot afford the luxury of time-long investment. Since they
hardly make substantial profits to be ploughed back into the enterprises, they remain
perpetually small operators. It is pertinent, however, to understand that micro finance is

one of the many instruments of social change and not a panacea.

Rahman (1999), was more assertive in rejecting micro finance as sufficient for poverty
alleviation. For him, micro finance is not the key to development, which involves not
only massive capital-intensive, state-directed investments to build industries but also an

assault on the structures of inequality such as concentrated land ownership that
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systematically deprive the poor of resources to escape poverty. Micro finance schemes
end up coexisting with these entrenched structures, serving as a safety net for excluded
and marginalized by them, but not transforming them. Besides having credit, the

question of how to turn the loan into profit is very important and necessary for

consideration.

Meade (2001), pointed that one of the fundamental problem of micro finance
programme is the difficulty involved in actually turning loans into profit. For women
who are legally and largely perceived as minors by society, they can only secure loans
with the signatures of their spouses. And in most cases they are often absent as they are
also engaged outside their residence. Sometimes the men are reluctant, as they fear loss
of relevance that could arise from female independence. And even when women do
manage to start a small business, they must continuously fight against a repressive
patriarchal social structure. And they can only make do with what little education they
have received before starting a business. There is also the fact that loans are often used
to finance ‘female work’, which is not seen fit for a man. This leads women to turn to
their female children fdr supplemental labour. The pressure to support and contribute to

family income earning leads to withdrawal from school of the female children.

Mayoux (1997), in a briefing paper to the world micro credit summit organised by the

UN alluded to how micro finance has also further contributed to the indebtedness of
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women. She pointed to the fact that male family members have used women to secure
loans that were not used to contribute to family income. And that in most cases the
women are held responsible for the loans. The women sometimes resort to securing
other loans so as to use it to pay for the ones already due. She also pointed out the fact
that when the loans are secured by the men, they establish businesses that the women
have little or no control. Another dilemma is the fact that they are used as unpaid family
labour and this leads to increased work loads for women. He noted that, this is a major
problem for micro finance programme and that it may even be increasing the chasm
between the poor and the rest of society. Quoting “Assessing the Poverty and
Vulnerability Impact of Micro Credit in Bangladesh”, he equipped that “the

poorest have a number of constraints (fewer income sources, worse health and
education, etc) which prevent them from investing the loans in high-returns activity” he
stated further that the same report also noted that “there appears to be a growing
consensus that moderate-poor micro credit borrowers benefit more than extreme-poor
borrowers. The reason for this he explanation centered on the peculiar nature of credit
need of the poor. The poorest need tiny loans which are not cost effective even for micro
credit programmes. They also place the greatest demands on micro finance training
programmes, which make the cost of lending even higher. And that as micro finance are
pressured to become more self-sufficient, the incentives to lend to such desperately poor

borrowers evaporates.

Ghana Micro finance Institution Network (2002), is of the view that specific challenge
facing the micro finance operators is, Capacity Enhancement and Funding. Ernst and

Young describes the various stakeholders in the sector often organize training
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programmes and activities with the view to upgrading capacity in the industry. This
notwithstanding, the staffing and competency levels are still below what is desired. For
example, the capacity of some key stakeholders and institutions including MASLOC,
GHAMFIN, MFIs, relevant Ministries, and technical service providers etc. needs to be

enhanced for micro finance operations.

According to Anyanwu (2004), the interest rates in the micro finance institutions are
much higher than the prevailing rates in the banks. This he said ranges between 32%-
42%. During this period the banks are charging 19.5% and 21%. He added that
moneylenders at informal sector charges rates of 100% or more. Some of the clients
when interviewed by Micro finance Institutions evaluators bitterly complained about the
interest rate being too high. Two reflections could be made. First given the fact that,
people borrowing at this rate indicate that they are industrious because they do not have
collateral to meet the requirements of the formal financial institutions and then remain
poor and liability to the economy instead of being assets. Second, the objective of micro
finance to combat poverty might be defeated since the clients have to repay back double

of what they have received at all cost.

Maria (1999), suggest that inequitable in the distribution of Wealth and Income is a
further challenge that faces micro finance beneficiaries. The conventional micro finance
in Ghana aggravates the inequitable distribution of income and wealth in the country.
This is due to the fact that while interest rate is on borrowing ranges from 30% to 100%,

interest rate on both voluntary and mandatory savings for the clients are between 4.5%
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and 6% per annum. He again observed that lending at this rate is taking the rewards of
poor and redistributes it to the rich. The poor borrowers must pay the amount through

group pressure even if it resort them to another borrowing or selling their properties.

Again, Ghana Financial Institution Network (2006), reports that Production and
Marketing risk are another major problem with loan recovery depends on the system of
administration. In times of unfavourable market conditions or natural disasters, the
burden of loan repayment rest solely with the financial service providers. No remedies
had been identified for this situation. Low technology resulting in low yield per unit cost
of production, poor client education coupled with an attitude that portrays government
money to be free and over-reliance on rain-fed agriculture resulting in the huge
production risk of the repayment problems for programmes formulators and

implementers.

In addition to that, low technology resulting in low productivity yield per unit cost of
production, poor client education coupled with an attitude that portrays government
money to be free and over reliance on rain —fed agriculture resulting in the huge
production risk of the repayment problems for programme formulators and
implementers is another challenge facing the micro finance institutions in the country (

Snodgrass and Sebsted, 2002).

Djan (2003), attributed low savings rate in most countries as one of the challenges
facing micro finance institutions in the country. He said the low-income levels in the

country resulting from the factors such as high dependency ratio has led to low savings
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due to high propensity to consume the limited disposable incomes by such informal
sector operators in the majority being women. The considerably high cost of savings
mobilization, which is invariably passed on to the consumer, attitude of bankers to micro
finance programmes, especially agriculture credit, high transaction cost in advancing
credit , corruption and poor supervision are another drawback of micro finance

institutions in the country.

Low repayment Rate is another challenge of the State Sponsored Micro finance. This
challenge can, however, be traced to the method of chooéing beneficiaries. According to
him, since choice of beneficiaries is centralized at the District Assembly, credible facts
concerning the credit worthiness of borrowers are over looked. If the choice of
beneficiaries were left in the care of overseer banks, prerequisites would ensure that
guarantors have accounts at the banks and also a beneficiary is engaged in a potentially

viable venture before awarding loans (Dinye, 2006).

Similarly, Central Bank of Nigeria (2005), added that a connective obstacle to the above
problem is limited monitoring by Overseer Institutions through regular visits to ensure
smooth running of businesses and good use of the loans. The banks have failed to do the
monitoring because they have no knowledge of the status and location of the
beneficiaries. If the banks were in charge of choice of borrowers, the [possibility of
monitoring would be stepped up by the banks who would be interested in the

profitability of their basic returns on loans awarded.
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According to Gonzalez-Vega et al (2005), the strongest repayment for uncollateralized
micro loans is not peer pressure, but rather the client’s desire to preserve his future
access to a loan service he finds very useful to him. Thus, healthy repayment rates are
strong signal that the loans are of real value to the clients. As the loans are known to be
coming from government, most borrowers claim it is their right to go for these loans and
not a privilege making repayment a burden. The timing of the loans also does not arrive
from the government coffers in seasons when the loans are critically needed. This
phenomenon virtually fesults in the beneficiaries wasting the monies on other needs

rather than the required activity.

Generally, the literature review indicates that there is a common acceptance of micro
finance as an important poverty alleviation strategy, and thus, there is the need to pay
appropriate attention to the various challenges facing micro finance as a strategy for

poverty alleviation.
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CHAPTER THREE

METHODOLOGY AND ORGANISATIONAL PROFILE

3.0 INTRODUCTION

The purpose of this research was to understand the issues related to micro finance as
strategy for poverty alleviation, its challenges and prospects. In general, the study aim
was to find out if OARB as a rural bank offering financial services has been able to
reach the target group for the purpose of its creation of Micro finance Unit. The study
was addressed through singlé case study. The chapter dealt with research design,
population for the study, sample and sampling procedure, the research instrument and
its administration. It also indicated the statistical tools for the analysis of the data. The
second part also discussed the bank and its environment, entire profile of the bank, .
legal capacity of the bank, bank’s product and services, background of micro finance

/

operations and the strategic plan for the micro finance department of the bank.

3.1. RESEARCH METHODS

There were mainly two kinds of research methods that were used for the work. These
were quantitative and qualitative methods. These two methods differ in terms of the
numeric (numbers) or non-numeric. Quantitative method is predominantly used as a
synonym for any data collection technique (such as a questionnaire) or data analysis
procedure, such as: graphs or statistics that generates or uses numerical data. On the
other hand, qualitative method is predominantly used as a synonym for any data

collection technique (such as an interview) or data analysis procedure (such as
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categorizing data) that generates or uses non numerical data. Therefore, the other
difference between qualitative and quantitative data is that, the qualitative data refers
to words, such as pictures and video-clips, rather than numerical results. It is not easy
to express the effects of micro finance as a strategy for poverty alleviation on the
general people in the catchments area with the help of few sentences. On one hand,
some effects can be shown only in numerical figures like, savings and income, while
on the other hand, other impacts can be expressed only in descriptive ways, like,
access to education, business experience etc. When the questionnaire was made, the
researcher tried to make it fully structured to get most of the people to find out how far
the micro finance has helped them and their entire family. In the questionnaire, the
researcher combined the numerical questions as well as some non-numerical
questions. Thus, the result of the research depends on numerical and non-numerical

analysis, using both quantitative and qualitative methods.

3.1.1. RESAERCH DESIGN

The primary research objectives have been ‘‘has the micro finance being able to
positively affect the standard of living of its clients in the form of alleviating poverty
in the catchments area? And if yes, what have been its challenges and prospects? A
descriptive survey design was used because it dealt with questions and opinions of
existing issues. In this part both qualitative and quantitative information were required
to answer the research questions mentioned. Both primary and secondary data were

consulted.
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On the literature, related topics on micro finance were used in line with questions
raised. In this case, it was about the Micro finance as a Strategy for Poverty

alleviation, the Challenges and Prospects.

This design involves the collection of data in order to understand research objectives

on the subject of the study.

Awoyemi and Quartey (2002), also indicate that the descriptive survey design does
more than merely uncover data for its synthesis but integrates data and points to
implication and interrelationships. They further stated that this design focuses on
people — the vital facts of people and their beliefs, opinions, attitudes, motivations and
behaviour. The study was basically a fact finding exercise and so the researcher drew
samples from the populations of interest and made generalizations, taking into
consideration the responses. The research design helped the researcher to collect
evidence to describe the issue, which was micro finance as a tool for poverty

alleviation, the challenges and prospects in the case of Okomfo Anokye Bank Limited.

3.1.2. POPULATION

The population for the study encompasses the people who have been engaged in micro
finance activities for at least five years and lived in the catchments areas of Okomfo
Anokye Rural bank at Wiamoase, Pankrono and Ashanti Newtown Town all in
Ashanti region. These included traders, farmers, artisans, seamstresses and kente
weavers. It also included management and the entire staff in the micro finance unit in

the bank. The researcher chose these categories of people because, most of them have
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a long experience in micro finance activities because they are well informed and know
much about the pros and cons about the OARB micro finance activities, so they could

respond better to the questionnaires.

3.1.3 SAMPLE AND SAMPLING PROCEDURE FOR DATA COLLECTION

The people for the study were randomly selected. The data collection procedure
started from Wiamoase, where the bank started its micro finance operations, and
continued to Pankrono and Ashanti Newt Town. The sample size of 30 clients for each
group was selected from an‘ individual household basis. The household level is
relatively easy to identify. The selection of these beneficiaries was done in
consultation with these loan officers and the selection of the interviewee clients were
done by random sampling as already mentioned. The researcher did not use an
interpreter because the two personnel who assisted me to interview the various clients
could speak the local language or for accuracy and reliability the researcher used the
local dialect to interpret everything to those who neither could read nor write in

responding to the questionnaire.

3.1.4. RESEARCH INSTRUMENTS

The questionnaire comprised background questions about gender, age, and questions
related to were used. Structured questions and some dichotomous question were asked
to collect the information from the respondents. The same contexts of questions were
given to all interviewees so as to exactly the same interview stimulus. Questions were
specific with a fixed range of answers. The structured questionnaire was multiple-

choice questions in which the researcher provides a choice of answers and respondents
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are asked to select one or more of the alternatives, and dichotomous questions that had
only two response alternatives, yes or no to measure the respondents’ perceptions
based on few statements to perceive the impact of micro finance on their overall living
standards. The points of the scale indicate the degree of satisfaction or agreement
level of the household or a person after he or she has received questionnaire. Though
the entire management and staff in the MF office or department are few in the bank: an
attempt was made to cover all such categories of staff. The distribution of
questionnaires was aimed at covering at least 70% of all staff within the micro finance
department for both the head ét‘ﬁce and the above branches mentioned. The selection
of clients for both interviews and questionnaire were randomly selected from the
identified groups in order to give each member of each group equal and an
independent chance of expressing their views on the subject. Most of the clients were
visited at their shops and market centres and questionnaire were administered to them.
Most of the clients were visited at their various places and (30) item questionnaire
were given to them to respond to. Also appointment was booked for interviews with

some of the clients and collection of the responded questionnaires.

INTERVIEW- the most common type of interviewing individual is face to face verbal
communication through self administered questionnaire. The purpose of employing
interview was that it allows participant to probe for more detailed information
(Saunders et al, 2007). Although the result of the research was highly dependent on
the primary sources that were gathered from the structured interview, yet, it also
required some secondary sources to understand the various views that were shared by

respondents. The researcher used, Financial Times, country reports, Government



publications, Magazines and Articles that have written about micro finance research
literatures, articles and thesis, as secondary sources for the study. Internet sources were
used as a secondary source for the thesis. Since the internet sources were less reliable
and limited the use of other sources to the web pages of prominent organizations like
Grameen Bank was consulted. A further, annual report of some of the MFIs is
acceptable everywhere were used. Even though, it was not easy to find out the
appropriate research materials for the thesis, many studies have been conducted on
micro finance over the last few decades. Nevertheless, from them, the researcher chose
the most appropriate literature for the thesis. For this reason, the researcher went
through numerous references related to the topic, to find the suitable materials. These
materials were mainly collected from the university library and available search tool.
Besides these, Google Scholars were used to find the suitable research material. The
keywords used when searching for scientific articles and literatures were; micro
finance and Bangladesh, poverty reduction and micro finance in Africa, Muhammad
Yunus micro finance in Bangladesh, living standards and micro finance were

consulted.

3.1.5 PROCEDURE FOR DATA COLLECTION

The data gathering done by the researcher included selecting, identifying and gathering
documents and interview conducted with the help of people selected by researcher to
assist him in his work. The design questionnaires were pre-tested with (15) people to

enable the researcher iron out any problem that could cause the results to be failure. It
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was aimed at finding out whether respondents needed further classification or re-

statement of some of the items.

3.1.6 DATA COLLECTION
The management of the three branches was informed of the study and permission was
sought to grant management and staff interviews. Introduction letter from the
researcher’s department explaining the rationale of the research was sent to the
management, officers in charge of the Micro finanece unit in the bank. This was to
establish an initial cordial relationship with the stakeholders involved in the research.
The researcher personally, arranged and met the management. But for the various
clients it took the form of visitation. The distribution of the prepared questionnaires to

clients was sent to the bank officers in MF unit.

3.1.7 DATA ANALYSIS

The responses from the questionnaire for various clients as well as the staff and
management were coded. Statistical Package for Social Sciences (SPSS) and Excel
were used to analyze data from which frequency table were separately constructed for

each item alongside graphs.

3.2 ORGANIZATIONAL PROFILE
3.2.1 THE BANK AND ITS ENVIRONMENT
Okomfo Anokye Rural Bank(OARB) Limited was incorporated as a limited liability

company and issued a certificate of incorporation (No 21,793) under the Companies
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Code 1963(Act 179) on January 18, 1983. On February 7, 1983 the bank of Ghana
issued the license to >operate Business of Banking to OARB. The bank received its
Certificate to Commence Business on July 6, 1983 from the Registrar of Companies.

The bank has its Head Office at Wiamoase in the Ashanti Region and four other
branches at Ashanti Newtown (Kumasi), Boamang, Pankrono, Tetrem and Agona. The
bank has two mobilization centres located at Bepoase and Asaman. The bank has plans
to establish five more additional branches in Suame, Mamponteng, Kronum and

Asokwa all in the Ashanti region. (OARB Five Year Strategic Plane, 2008 — 20012)

3.2.2 BANK’S CORPORATE VISION AND MISSION

The bank’s corporate vision is to be the world class rural Bank for Wealth creation
OARB’s mission is to “facilitate socio-economic and development of its clients in the
catchments area through the provision of customer —oriented and innovative financial
products and services through well-motivated and competent personnel to meet the

interest of stakeholders.

3.2.3 BANK’S PRODUCTS AND SERVICES

The bank provides the following products and services to its numerous clients; savings
accounts fixed deposits accounts, current accounts, door to door Susu deposit
accounts, overdraft, Susu loan, Salaried Worker loan, Micro finance loan and Credit
Relief scheme loan.‘Other financial products of the bank include, self-employed

business loan, funeral loan and ARB Apex Bank Money Transfer.
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3.2.4 BRIEF BACKGROUND OF MICRO FINANCE OPERATIONS IN THE
BANK

The micro finance unit of the bank started in 2004. Its objective was to help the

economically active people in engaging in income generating activities to better their

lives. The micro finance product target petty traders, cash crop farmers, kente weavers,

service (drinking and food bars) operators, dressmakers, hairdressers and small-scale

farmers. The unit’s products and services are Group Loans, Individual loans Susu

Savings and Susu loans.

Under the group loans, clients are horizontally grouped, trained and offered loans to
support their businesses. The loan term is twelve months and beneficiaries pay
monthly installments. Beneficiaries of individual loans also have a loan term of 12
months. The OARB has mobile bankers who identify customers and mobilize savings
from them. Susu loan is available for customers of OARB who have contributed or
saved for three months or more. The bank offers such customers’ loan sizes twice their
savings and the loan term is six month. According to them this approach has been used
to inculcate the culture of savings in the people. OARB has collaborated with
Ministry of Women and Children’s Affairs and the JICA to provide micro finance
services to its clients. The bank’s success stories under the micro finance unit include
positive impact on the lives of clients and immediate family, improved savings habit,
improved knowledge in banking, increased ability to pay school fees of wards,

improved access to health care facilitates and emerging micro and small

enterprises(MSEs).
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3.2.5 EXISTING PRODUCTS AND THEIR PERFORMANCE
The bank has problems with micro finance products such as Special Farmers’ Loans
(Group Loans) and MOWAC funds. Loan recovery rate has been 55% because of

political label on loans, weak monitory and inappropriate timing in recovery by staff.

3.2.6"STRATEGIC PLAN FOR THE MICRO FINANCE DEPARTMENT/UNIT
The Government of Ghana (GOG) is implementing the Rural Financial Services
Project (RFSP) that seeks to broaden and deepen financial intermediation in rural areas
to improve access to financial services by expanded number of the rural poor.

The programme which seeks to build the capacity of RCBs, aims to strengthen the
rural and Community Banks for effective intermediation through technology
enhancement, human resource development and the development and testing
innovative financial instruments and products respond appropriately to the changing

financial needs of the majority of Ghanaians who live in the rural areas.
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CHAPTER FOUR
DATA ANALYSIS, FINDINGS AND DISCUSSION

4.0 INTRODUCTION

Poverty remains a matter of growing concern in many parts of Ghana especially in the
Sekyere South part of Ashanti region. Today, as the country continues to register
sustainable economic growth and development and try to reach middle income status
by the year 2020, the people of Wiamoase and her catchments areas are not only
lagging behind but is also trapped in a vicious circle of poverty. The area has
perpetually failed to focus its development efforts on the optimum utilisatign of human
resource that is endowed with to turn it into wealth to propel their economies and
people towards a high level of economic and éocial development and as a consequence

eliminate pervasive poverty.

Today, the solution to the poverty problem has been oversimplified in the development
studies despite being a broad complex concept that requires a deeper analysis. The
proponents of micro finance argue that when you help the poor with micro finance,
then, the problem of poverty is gone forever. However, one has to be very careful with
this type of argumenf because it ignores the fact that capital as a resource is just one
factor of production which must be combined with other factors like entrepreneurial
skills, well functioning markets, good feeder roads to transport products and good
communication among others in order to add value to it. The study was designed to
assess micro finance as a strategy for poverty alleviation in the case of Okomfo

Anokye Rural Bank Limited in Wiamoase. The result of the study which is based on

43



its objectives are presented, analyzed and discussed in this chapter. This part

discusses responses and findings from both management and the clients.

TABLE.4.1 BANK’S MEETING THE OBJECTIVE OF MICRO FINANCE TO
CUSTOMERS

A question was pbsed to the management to find out whether the micro finance

scheme in the bank has been able to achieve its objectives of poverty alleviation in the

area. This has been presented in the below diagram.

FREQUENCY PERCENTAGE | VALID CUMMULATIVE

PERCENTAGE | PERCENTAGE

VALID
YES 8 34.8 34.8 34.8
NO 15 65.2 65.2 100
TOTAL 23 100 100

Source: Field Survey, 2008.

The research responses indicate that, out of 23 respondents which represent 100
percent, (65.3%) responded that the bank micro finance unit has not been able to meet
its objectives towards their clients. 34.7% responded that the bank has been able to
meet its objectives to the customers. The percentage difference is significant as the
OARB micro finance department has to do more work in order to meet its objective of

reducing poverty in the catchments area. Mohindra (1995), argued that inadequate
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human resource and scaling up are the major challenges facing many micro finance
institutions to meet their objectives. The above analysis indicates that OARB micro

finance has not been able to achieve the objectives for which it was set up.

CHART 4.2 ATTITUDES OF CLIENTS TOWARDS LOAN REPAYMENT

GOOD BETTER POOR

Source: Field Survey, 2008.
In addition, the chart above explains the attitudes of clients towards loan repayment.
The responses from the questionnaire demonstrate that ,out of the 23 respondents
(100%), 17 which represent 73.9% said that loan repayment from the clients are good,
whereas 21.7% responded that attitudes of clients towards loan repayment is .
better.4.4% responded that attitudes of clients towards loan repayment are poor. It is

also clear from the analysis that loan repayments in the micro finance unit are good

and better.

Dinye (2006),in his work identified low repayment rate as one of the major challenge

facing micro finance institutions in Ghana especially state sponsored micro finance
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institutions . However from the above analysis, the attitudes of clients to loan
repayment in the Okomfo Anokye Rural Bank limited has been good and thus, has
been supported by Moll (2005), who said, “the desire of most clients to repay the loan
is to have and preserve their future access to loan services they find very useful to

them. Thus a healthy repayment rate is strong signal that the loans are of real value to

the clients”.

4.3 DOES MICRO FINANCE HELP TO INCREASE INCOME, BUILD
ASSETS AND REDUCE VULNERABILITY TO EXTERNAL
PROBLEMS?
Risk and shocks are common features among the poor. Therefore households have to
deal with this challenge. It was in this vain that a question was put to the management
as to how their micro finance has been able to reduce clients’ vulnerability to external
problems, build assets and increase income. The following were the responses from
the various interviewees. Out of the 23 respondents, everybody answered ‘yes’ which
represent 100%. Risk and shocks are common features among the poor. Therefore
households have to deal with this challenge. This analysis is supported by Khander
(2005), “that access to micro finance is expected to enable the poor increase their
households, income, build assets and reduce their vulnerability to crises. He added that
the ability to reach the poor can be enhanced by improving households’ abilities to

manage their economic and financial activities. The above analysis has shown that

micro finance is a tool for building asset, reducing risk and shock which are prevalent

among the poor.
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TABLE 4.4. RETRIEVING PAST LOANS FROM CLIENTS

Retrieving past loans from the clients was another major question and the majority of
the management interviewed responded in the ways this presented below. 87%
positively answered that the bank retrieves past loans from the clients through court

action and seizure of client’s collateral represent 8.7%. Finally 4.3% also responded

that they sell clients collateral to recover debt.

RETRIEVING OF PAST LOANS FROM CLIENTS

7 Cumulative
Frequency Percent Valid Percent Percent
Valid THROUGH COURT

ACTION 20 87.0 87.0 87.0
SEIZURE OF CLIENTS
SELLING OFASSETS TO il 4.3 4.3 100.0
RECOVER THE DEBT
Total —} 100.0 100.0

Source: Field Survey, 2008.
The above statistics has clearly indicated that retrieving past loans from the clients has
been difficult since management did indicate that, the most appropriate way through
Which the bank collect its loan is the use of court action which in one way or the other,
may deter many people from accessing a loan which can worsen their plight. The above

table demonstrates that many of the beneficiaries pay their past loans when court action

is taken against them.
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CHART 4.5 MAJOR CHALLENGES FACING OARB MICRO FINANCE
SCHEME

Concerning the major challenges facing Okomfo Anokye Rural Bank micro finance
scheme, a question was asked to find out from the management and the responses

were very positive and authentic because they have the first hand information

concerning the operation of the micro finance.
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Source: Field Survey, 2008.

From the chart, respondents identified several key challenges. 26% identified

inadequate staff and funds to be released by the stakeholders especially, the
government. 35% out of 100% responded poor provision of logistics such as cars for
effective monitoring. 17% also responded that beneficiaries refuse to pay back micro
finance loan because they have the perception that it is government money 9% also
responded that most clients are ‘unable to pay back loans due to business failure, and

3% also answered that there is lack of staff motivation. The above analysis is being
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supported by Ernest and Young (2002) also identified lack capacity enhancement and

funding as one of the major problems facing micro finance institutions.

Again, Ghana Financial Institution Network (2006), also identified production and
marketing risk as another major problem facing micro finance institution. The above

points support the facts that the major problem facing OARB micro finance unit is

universal in many micro finance institutions.

CHART 4.6 OVERCOMING THE MAJOR CHALLENGES FACING THE
OARB MICRO FINANCE SCHEME

In an attempt to answer the above question, the researcher formulated items to elicit
information on how the above challenges could be solved. The diagram explains how
the major challenges facing OARB micro finance scheme could be overcome as
indicated in the diagram. Eight (8) out of the questions 23 answered (which represent
34.8%) are of the view that government should release enough funds, (7) which

represent 30.4% also indicated that interest rate should be reduced to enable people to

access the loan.

In addition, (3) which represent 13% of the respondent said that there should be staff
motivation to enable those in the unit to work effectively. (2) Also represents 8.7%

believe that management should provide proper education on the use of the micro

finance loan to the clients.
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Source: Field Survey, 2008.
Finally, provisions of logistics such as cars to monitor clients’ activities also constitute
(3) which represent 13.0% of the respondents. It is reasonable to assume that the above

problem has many mechanisms to deal with as stated by the various respondents.

CHART 4.7. WAYS OF AVERTING LOAN DELIQUENCY IN THE MICRO
FINANCE UNIT

To gain more in-depth knowledge on how to avert loan delinquency in the bank,
management was asked stratégies that can be used to solve the above problem. These
following were the responsés from the respondents. 43% of the respondents indicated
that there should be proper monitoring of clients when micro finance loans are given
to them; 22% of the respondents also listed that management should offer good
business advice to the Clients. In addition 26% the respondents also mentioned that

management should encourage clients on good financial management practices and
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9% of the respondents also said that loans should be given to clients demonstrate

with the ability to pay back.

WAYS OF AVERTING THE LOAN DELIQUENCY B PROPER MONITORING
OF CLIENT |

' OFFER GOOD
BUSSINESS ADVICE

9%

LJENCOURAGE GOOD
43% MANAGEMENT

" PRACTICES
|

26%

0 LOANS SHOULD BE
1 GIVEN TO CLIENTS
WITH ABILITY TO
PAY BACK

22% |
\
|
|

Source: Field Survey, 2008

CHART4.8. PROSPECTS OF MICRO FINANCE IN THE CATCHMENT
AREAS TO REDUCE POVEKTY

A further question was asked to enquire from the management of Okomfo Anokye .
Rural Bank the prospect of micro finance in the catchment area as a tool or strategy to
reduce poverty. The analysis of the study is discussed here. 39% of the respondent said
that micro financing can lead to creation of jobs to individuals, 52% of the
respondents also said that micro finance can improve the living standard of the people
in the catchment area , whereas 9% responded that it has no prospects in the area as a
way of alleviating poverty. The above response indicates that micro finance can reduce

poverty in the area if not totally eliminated thereby improving the living standard of

the people.
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Source: Field Survey, 2008.
Gaama (2002), in his work attributed that, the role of micro finance is an
opportunity and development effort around the world particularly for poverty
alleviation has been significant as poor people have access to get financial

assistance from Non-Traditional Financial institutions.

CHART 4.9. EFFECTS OF OARB MICRO FINANCE LOAN TO CLIENTS
HOUSEHOLD INCOME

The generation of income is another ingredient in the lives of people and the
majority of the Clients responded positively-to the question. The Clients were asked
if their incomes had increased, greatly increased or no change. 81% of the clients
responded that micro finance loan has helped to increase household income while
3% indicated greatly increased in their household income and 16% also noted that

there hasn’t been any change in their household income.
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Majority responded that their incomes have increased as a result of the micro finance

loan they obtained from Okomfo Anokye Rural Bank to run their businesses. This is

presented in the chart below

[

EFFECT OF OARB MICROFINANCE TO HOUSEHOLD INCOME

16% 3% 0%

81%

NCREASE
'mDECREASE

'OGREATLY INCREASED

0ONO CHANGE

Source: Field Survey, 2008.

TABLE 4.10 DO YOU BELIEVE THAT OARB MICRO FINANCE LOAN HAS
HELPED IMPROVE YOUR CHILDREN’S EDUCATION?

Members were asked specific questions related to how micro finance has helped them

to improve their wards education. The table below answered questions asked by the

DO YOU BELIEVE THAT OARB MICROFINANCE LOAN HAS HELPED IMPROVE CHILDREN'S

EDUCATION?
Cumulative
Frequency Percent Valid Percent Percent
Valid | BELIEVE 29 78.4 78.4 78.4
| DON'T BELIEVE 2 54 5.4 83.8
STRONGLY BELIEVE 6 16.2 16.2 100.0
Total 37 100.0 100.0

Source: Field Survey 2008
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researcher on the degree to which the micro finance loan has helped them to improve on
their children’s education. These were the responses from the various clients. 78.4%
which represent ‘I believe’ of the responded answered that micro finance loan has
helped them to improve on their children’s education, 5.4% also responded that it has
not helped them to improve on their children’s education. Whilst 16.2% interviewed
responded they strongly believe that micro finance loan has helped them to improve on
their children’s education.  The findings are that most of the respondents interviewed
have been able to send their wards to school even though there is free compulsory
universal basic education; they ha\}e been able to cater for the other expenses that are not
borne by the government. It was also revealed that only few households have not been
able to cater for their wards education. This means that there is significant improvement

in their wards’ education.

CHART 4.11. DESCRIPTION OF FINANCIAL ABILITY TO PAY YOUR
FAMILY HEALTH CARE AFTER OARB MICRO FINANCE LOAN

Health is an important ingredient for protecting the productivity of households for
effective use of household resources. Poverty Alleviation Strategy (PAS) like micro
credit programmes may pilot to help benefit the poor. There is a growing recognition
that poor health is a diménsion of poverty; therefore, one potential result of poverty

reduction is progress in the health of the poor for their well being.
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DESCRIPTION OF FINANCIAL ABILITY TO PAY FOR YOUR
FAMILY HEALTH CARE AFTER OARB MICROFINANCE LOAN
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Source: Field Survey, 2008.
To answer the above question, fhe researcher asked clients on their ability to pay for
their family health care. (21) of the respondents which represent 56.8% admitted that
micro finance from Okomfo Anokye Rural Bank has helped them to pay for their family
health cases and (13) which also represent 35.1% also admitted that micro finance has
improved their family health care, (3) which represent 8.1% also admitted that micro
finance programme in the bank has helped them a lot to provide sufficient health care for
their families. This indicates that all the clients could afford to visit health clinics and
hospitals and also are able to pay their medical bills anytime family a member falls sick.
This means that majority of the respondent believe that the micro finance programme -

has been of greater help to them in the area of family health care.

CHART 4.12 FOUR THINGS YOU DISLIKE ABOUT OARB MICRO FINANCE
LOAN

In the same way, a question was asked to explore about things clients dislike about
Okomfo Anokye Rural Bank micro finance loan and this is shown on the chart below.

It was revealed from the study that 29% of the respondents do not like the bank’s high
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Interest rate. When asked to give reasons for the dislike, some respondents wrote “we

find it difficult to pay the principal and the interest charged and this affects our

businesses”

FOUR THINGS YOU DISLIKE ABOUT OARB MICROFINANCE
LOAN

in HIGH INTEREST RATE
|
13% '@ LOAN SIZE TOO
| SMALL
m TERMS OF
REPAYMENT VERY |
SHORT

0 COMPULSORY
SAVING

26%

Source: Field Survey, 2008.

In addition, another group of clients also indicated that the loan size is too small which
represent 32%. This is an indication that most clients giving any alternative would avoid
the loan. Another group of clients which represent 26% of the respondents indicated -
terms of repayment of loan are too short. The study again revealed that 13% of the
respondents which represent smaller proportion do not like the compulsory savings

demand by the bank.

From the above table it is seen that high interest rate, Smallness of loan size, terms of

repayment and high processing fee were the major concerns raised by clients.
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The above analysis is supported by Ditcher (2006), who noted that one of the major

problems facing micro finance clients is the size of the loan which are too small and that

affects the use of the loan for its purpose.

Added to that, Anyanwum (2000), also wrote that, one of the major problems facing
micro finance clients is a high interest rate charged by banks and micro finance
institutions. This he said ranges between 32% to 42% as in the case of Nigeria and the
objective of the micro finance to combat poverty might be defeated since the clients

have to pay back double of what they receive at all cost.

In addition, Djan (2002), also identified that most banks in Ghana charges high interest
rate which ranges from 45%-65% which is too high for the poor micro entrepreneurs
who need capital to break even in their small entrepreneur ventures. This confirms the

various literatures cited.

TABLE 4.13 THREE FACTORS THAT CAN HELP IN THE REPAYMENT OF LOANS

| | ‘Cumulative
~Frequency | Percent Valid Percent pgrcent ‘
Valid MARKET OPPORTUNITY 13 | 351  35.1 315
FOR THE GOODS |
| SUSU SAVINGS WITH 12| 324 324 | 67.6
| THE BANK | |
| EXTENSION OF | a4 4 100.0
| REPAYMENT PERIODS 12 32. 32. '
| Total 37 1000 1000 |

Source: Field Survey, 2008.
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Different questions were asked from the clients about how they can repay the micro
finance loan collected and these were the views given out and it has been illustrated by
the table above. 35.1% of the clients indicated that there should be market opportunities

for their goods, 32.4% also indicated that clients should be encouraged to at least open

Susu savings account with the bank.

Furthermore, 32.4% also responded that the repayment of the loans should be within the
time clients can pay. The above analysis is being supported by Ghana Fin (2006) which
identified production and marketing risk as a major problem with loan recovery from
clients and therefore should be market for product of goods for the clients so as to enable

them to repay the loans back.

TABLE 4.14 ACTIVITIES OARB CAN DO TO IMPROVE ON ITS MICRO FINANCE

LOAN SCHEME.

‘Frequency 'Percent Valid Percen

'Cumulative
Percent

'Valid  USE THE INFORMATION |
MEDIA TO CREATE |
AWARENESS ABoUT | 10 27.0 27.0
THE LOAN |
FORMATION OF GROUPS .
IN THE PRODUCTION | 10 27.0 27.0
SECTOR |
HIGH STAFF AND | |
CLIENTS MOTIVATION 10 27.0 27.0
PACKAGES |
USE RELIGIOUS BODIES |
TO SPREAD THE BANK'S 7 18.9 18.9
PRODUCT |

27.0

54.1

81.1

{ Total | 37 | 1000 | 100.0

Source: Field Survey, 2008.
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The following were the responses from the clients (10) 27% of the respondents wrote
that Okomfo Anokye Rural Bank can use the media to create awareness about the loan
and also another 27% (10) responded that there should be group formation among the
clients. In addition to that another 27% (10) also emphasized the need for the bank to
provide motivation packages to the staff and clients of the micro finance unit. 18.9%
(7) also expressed their view that the bank micro finance unit can use religious bodies

to spread the banks product to the people in the catchment area.

The findings report that, clients had increased incomes which enable them to save and
to buy property. The savings enables clients to deal with severe crises and to cope up
with the shocks and reduce vulnerability and bought property could be sold also to
deal with the crises; savings can be used to acquire another micro finance cycle and

also to start and expand the existing economic activities.

Finally, the study revealed that micro finance has helped beneficiaries to get capital to
start their businesses it is however to note that it depends on a number of other factors
if it is to play a meaningful role in the catchments area. It should be noted that micro
finance is just only one factor and requires the support of other factors. These include
basic accounting and managerial skills such as elementary book-keeping, efficient

functioning of markets since they play an important role in the economy and rural

development.
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CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSIONS AND RECOMMENDATIONS
5.0. Introduction
As means to respond to the needs of the poor and tackle poverty, micro finance has
come in recent times as a dominant form of strategy intervention. Arguments have
been canvassed for its desirability, efficacy or otherwise. Clearly, capital and assets are
needs the poor desire to engage in productive activities. And ways of making these
available without promoting a culture of dependency would be a progressive way to
approach poverty. This is more ‘so with respect to people who do not have rights and
opportunities to possess and obtain assets and capital easily. Their participation in the
labour market and productive activities is further curtailed as they are saddled with
more responsibilities without corresponding remuneration. And when poverty is
prevalent and its duration too long, peace and stability can be threatened. This is so as
people are bound to respond to deprivations and seek means to alleviate them. The
world’s reaction to fight poverty can be assumed to mean its acceptance that it is
theically unacceptable and politically untenable. Poverty coupled with unemployment

is the principal source of human insecurity and social instability.

Somavia (1999), recounts, “We can only continue to hold the trust of the people of the
world only if we make their needs our priority”. We know that poverty, lack of
productive employment and social disintegration are an offence to human dignity. We
also know that they are negatively reinforcing and represent a waste of human
resources and a manifestation of ineffectiveness in the functioning of the markets,

economic and social institutions and processes”. Therefore, the challenge to alleviate
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poverty amongst society has assumed a global challenge. This is eloquently

encapsulated in the UN Millennium Development Goals (MDGs).

The overall intention of the study has been to found out whether micro finance is a
strategy for poverty alleviation that would seek to strengthen the capacity of the poor
to protect their consumption and support household investment in the assets required
to manage and overcome their situation. The strength of the case for broader strategy
for alleviating poverty rests on the observation it brings with respect to the behavioural
reactions of the poor to their situation. These reactions may include not sending their
wards to school so as to conserve resources for consumption; increasing the workload
of women through employment in family businesses to shore-up family income. It
may also include even recruiting children as members of the household income

earning teams or adopting safer but lower return production techniques.
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5.1. SUMMARY OF FINDINGS

The subject of this study was descriptive one to find out the impact of micro finance as
strategy for poverty alleviation: as a case study of Okomfo Anokye Rural Bank.
Respondents identified several key challenges facing OARB micro finance unit. These
include poor repayment of loans by customers, lack of staff motivation, lack of logistics,
inadequate competent human resource personnel to monitor the disbursement and

retrieval of loans, late release of funds on the part of government and loan diversion.

According to the findings, it is apparent that majority of clients had registered increased
incomes. It is these incomes that can help them to solve some problems of poverty like;
isolation, physical weaknesses, good diet, can deal with vulnerability, crises
management, ability to send children to school, accessing health care which are critical

for their continue well-being and as a consequence break the poverty trap.

62



5.2. CONCLUSION

In general, the main types of impacts can be measured as a result of providing the poor
with access to micro finance services: economic (such as income and productive assets);
well-being (sometimes, referred to as social such as access to education, health, food,

clean water, etc.) access to social networks, participation in collective actions to take

control over resource that affect their live.

Even though, most of the beneficiaries have resisted increased in income build assets
and change in their consumption pattern, micro finance per se, is not a panacea to
poverty eradication, but an instrument for social and economic change that will need
holistic understanding. It’s a new and already tested means of finding new solution to
old and intractable problems. Helping to alleviate poverty by promoting entrepreneurial
initiative through increased access to credit by those living in poverty is a path breaking

1dea.

However, to improve the effectiveness of micro finance would require enabling policy
environment of government and cooperation of other stakeholders. The use of micro
finance to address poverty in the informal economy will need complementary services

like training, market access and space. Others will include the inclusion of micro

insurance and opportunities for technology transfer.
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RECOMMENDATIONS

In the light of the findings of the study, the following recommendations are made, with

the hope that they will minimize some of the major problems facing the micro finance

unit in the bank and to enhance brigther prospects. It should also be noted that one

programme for financial services is not applicable for financial institutions operating

micro finance. However, certain criteria can be adopted in the technical and socio-

economic areas.

*
L4

OARB Micro finance operators should accept that most loan delinquency is not
caused by bad borrowers but by Micro finance Institutions that have not
implemented aﬁ effective methodology. Management in the micro finance
Department should create the image that does not consider late payment
acceptable. The benefit of creating disciplined borrowers is critical to the success

of the micro finance in the bank.

Also, clients must value the credit service .Officers in micro finance unit should
provide loan products that suit’s client’s needs, the delivery process should be
convenient, and clients should be made to feel that the bank respects and cares
about them. Incentives won’t work if the clients do not value the access to the
credit. On the other hand, management should develop effective delinquency
follow-up procedures. Officers should develop policy that lists the steps one
takes when a loan becomes past due. These may include visiting clients, holding
frequent staff meetings to deliberate on problems on loans.

In addition, OARB micro finance department should award loans to Joint-

Liability Groups. One of the most important pivots in the arena of micro finance
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1s the group guarantee which every borrower is liable for each other’s debts. It is
important to know that loans to individuals are often less successful than those of
groups. Because members are allowed to select their own group members, they

will be able to do proper screening when choosing members for the loan because

they have power to enforce repayment.

To top it all, Effective Credit Risk Management Policy should be instituted in the
department. Management should devise credit policies, procedures and proper
analytical capabilities should be instituted. This would help the department to
ensure the origination, approval and proper monitoring and delinquent loans are

managed properly.

Moreover, OARB should organise training programmes for the micro finance
staff. Training could take the following forms. These include understudying
experience persons in the industry, attachments and exposure to other Micro
finance institutions through field and visits, workshops, seminars, conferences

and community sensitization programmes.

More often than not, OARB should develop Capacity Building and Human
Resource Management Policy. The greatest assets of any institution are its
human resource and in a competitive sector such as this, well qualified and
highly motivated personnel are a must. Officers in OARB micro finance
department must have good personnel policies and procedures to ensure that staff
development aﬁd continued staff loyalty are ensured. This would foster an

effective and successful micro finance culture that ensures the inculcation of
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requisite attitudinal and behavioural changes in consonance with micro finance

institutional sector vision.

In like manner, OARB micro finance unit should institute proper product
research and development policy. For micro finance institution to do well in
offering loan products to their clients, a lot depends on how effective they
research into products. Research into the loan products must therefore be

developed and tailored to meet the needs of clicnts.

To sum up, management should develop a well defined loan administration
system to ensure efficient loan recovery. The capacity to administer funds
effectively should depend on the readiness of the clients to define effective
demand for credit. Loans should be given to clients based on the level of
production and productivity, marketing of products and clients ability of

repaying loans.

In conclusion, OARB should introduce proper and effective management
information system. This will help to generate information on both clients and
management staff to monitor their operations and provide better services to an
increasing client and also enable supervisors within the bank monitor their areas

of responsibility thereby helping to identify areas of concern that requires

necessary attention.

66



REFERENCES

1. Amoah, K. (2008): Positioning the Micro finance Industry in Ghana: Structure

and Operational Issues, Conference on Micro finance University of Cape
Coast. Pp. 7-8

2. Annan, K. (2004): United Nations Millennium Development Goals Report.
http://unsts.un.org/unsd/mdg/resourcs/Static/Product/Progress

2006/MDGReport2006.pdf [.Accessed on May 11, 2008.]

3. Annan,K(2003): Working Paper , A Note on Micro finance in Ghana. August
2007) p.

4. Anyanwu, C.M. (2004): Micro finance Institutions in Nigeria, Policy, Practice
and Potentials. Ppl-11

5. Asian Development Bank (2002): The role of Central Banks in Micro finance in
Asia and Pacific: Volume 2 p.3

6. Awoyemi and Quartey (2002): Research Methods in Education. Accra; KNA. B.
Ltd. p36

7. Barnes, C. (2001). Micro finance program clients and impact: an assessment of

Zambuko Trust, htpp://www.usaidmicro.org.[ accessed on 4™ May, 2008]

8. Central Bank for Nigeria Report (2005): Development Prospects: Central Bank
of Nigeria Poverty Assessment and Alleviation Study, March 8, p.1

67



10.

11.

12..

13.

14.

15.

16.

Cheston, S. and Kuhn, L. (2002): Empowering women through micro finance.
Bloomfield, CT: Kumarian Press; pp.167-228

Conroy, J. D. (2005): The challenges of Microfinancing in the South East Asia

“Financing Southeast Asia's Economic Development” Singapore: pp.1-3

Consultative Group to Assist the Poor, (2003): Assessing the relative Poverty of
Micro finance clients: A CGAP operational toolhttp://www.cgap.org.
[Accessed on October 24, 2008,]

Daley —Haris, S. (2006): State of the Micro credit Summit Campaign,
Washington DC .The journal of the American Medical Association Volume,

289 No. 16, pp.7-9

David, H. and Mosley, P. (1996): Finance against Poverty. Routledge, London
Volume 1. Number 3 p.12

De -Soto, H. (1998): The other Path: The Economic Answer to Terrorism.
Harper Collins: New York .pp14-15

Dicther, T. (2006): The Alexandria Business Association on Small and

Microenterprise Project. http:/ www.micro financegateway pdf. [Accessed on

11/3/2008]

Dinye, R. D. (2006): Creating Opportunities for the Rural Poor through Micro —

Finance Programmes in Ghana. International Journal of Social Sciences,

Volume 5, Number 1. Pp.1-19

68



17. Djan, Nana .0O. (2002): Enhancing the Effectiveness of Micro finance in Ghana.
A Development Perspective pp. 1-33

18. Emst and Young (2004): Ghana Micro Financial Institution Network. Study
conducted by ISSER for Bank of Ghana p.13

19. Hishigsuren, G. (2004): Scaling Up and Mission Drift: Can Micro finance
Institutions Maintain A Poverty Alleviation Mission While Scaling Up?
Southern New Hampshire University pp. 1-3

20.  Ghalib Asad, K. (2007: Measuring the Impact of Micro finance International.
Pp.1-2

21. Gonzalez-Vega, C., Schreiner, M., Meyer, R., Rodriguez, J., Navajas, S. (2005):
Micro finance market niches and client profiles in Bolivia. Economics and
Sociology Occasional Paper, 2346
http://www.micro finance.com/English/Papers/Bolivia_BancoSol Growth.pdf

[Accessed on April 3, 2007],

22. Grameen Foundation (2003): /http/www.globaljusticecentre.org/articles/report

micro credit.htm.[ Accessed on 15/7/08]

23, Hatch, J. (2002): Towards a cost-effective system for measuring the social

performance. FINCA programmes, from http://www.finca.org [accessed on

April 2, 2003]

24. Hulm, D. and Arun, T. (2003): Balancing Demand and Supply Side of

Micro finance. Journal of Micro finance. Volume 5, Number 2. Pp.34-38

69



25.

26.

27.

28.

29.

30.

31.

32.

33.

Hulme, D. (2003). Impact Assessment methodologies for micro finance.

Volume3, Number 1. p.4

Hulme, D. and Paul, M. (1996): Finance against Poverty. Volumel. Routledge
London p.12

Hyewon, J. (2004): Measuring the Social impact of Micro finance. p.1

John Conroy, D. (2003): The Challenges of Micro finance in South East Asia,
Singapore: Institute of Southeast Asian Studies. Pp. 1-4.

Khandker, S.R. (2005): Micro finance and Poverty Evidence using panel from
Press pp. 263 — 206.

Ledgerwood, J. (1999): Micro finance Handbook, Sustainability Banking with the
Poor. Institutional and Financial perspectives published in U.SA, World Bank
(IBRD) p.2

Linda, M. (1997): The Magic Ingredient? Micro finance and Women’s

Empowerment.http://www.gdnonline.org/source .doc. [accessed on 8/12/08]

Littlefield, E., Morduch, J., Hashemi, S. (2003). Is micro finance an effective
strategy to reach the millennium development goals? Washington, DC:

Consultative Group to Assist the Poor, World Bank. p9

Malhotra, M. and Fidler, P. (1995): Zimbabwe: Zambuko Trust.
http://www.worldbank.org [accessed on 15/8/08]

70



34,

35

36

37.

38.

39.

40.

41.

42.

Marmot, M. (2005): Micro finance programmes and Better Health prospects for

Sub-Saharan African. The Journal of the American Medical Association

Volume 298, Numberl6, pp. 1-3

Mayoux, L. (1997): Vulnerability; Risk; Assets and Empowerment-The impact of

Micro finance on Poverty Alleviation:

http://www.gdrc.org/icm/wind/magic.html. [Retrieved on 12. 05. 2008]

. Meade, J.(2001): Examination of the micro credit Movement. http/www.geoite.com/

Jasonmeade.3000/micro credit [accesses 9/10/08]

Micro finance Policy (2005): Regulatory and Supervisory Framework for Central
Bank of Nigeria Abuja. Pp.9-10

Mohammed, A., Zubair, H. (2008). AA1 Micro finance in Nigeria and the prospects
of introducing the in Islamic version. Http: mpra, ub.de182571. [Retrieved (9/
10/08]

Mohindra, Katherine. S., Haddad, S. (2005): “Women’s Interlaced Freedoms A
Framework Linking Micro credit Participation and Health” Journal of Human

Development, Volume 6, Number 3. p.7

Muhammad, Y. (2003). Banker to the poor, Micro lending and the Battle against
world poverty, 8New York: Public Affairs. p.3

Murray, U. and Borus, R. (2002): A Guide to Gender Sensitive Micro finance. The
Socio-Economic and Gender Analysis (SEAGA) programme, FAQ Pp.10-11

Okomfo Anokye Rural Bank (2008 - 2012): Five Year Strategic Plan Document
Final Draft Pp.1-12

1 Wang ,,,f,‘,":n.,
‘GI[.CE M;' "'V!‘,’In 0
4

.b‘l'o-._.. aTRL [G'



43

44,

45.

46

47.

48

49

50.

51.

. Otero, M. (1999): Bringing Back Development in Micro finance, Journal of Micro

finance Volume 1, and Number 1.p.9

Patrick, H. (2004): Financial Sector and the Poor Selected Findings and Issues
Report.p6

Pitt, M., Shahidur, M., Khandker, R. (2003): Credit programmes for the poor and
~ Health Status of children in Rural Bangladesh, International Economic Review.
Pp.87-118

. Porteous, D. (2004): Making Financial Markets Work for the poor. Market

enablement sufficient strategy for poverty reduction,[ Accessed on 15/8/08]

Rahman, A. (1999): Micro credit Initiatives for Equitable and Sustainable
Development: Who Pays? World Development, Volume 27, Number.1 pp.7-9

. Roth, J. (1997): The Limits of Micro Credit as a Rural Development Intervention.
Prepared for the Institute for Development policy and Management-

Manchester University p.6
. Snodgrass, D., Sebstad, J. (2002): The impacts of micro finance in three countries.
Washington, DC: Management Systems International
Somavia, H. (1999). People’s Security: Globalising social Progress. Somavia,

Geneva.pl9

Sounders, M., Philip, L., Adrian, T. (2007): Research Methods for Business
Students. Pearson Educational Complex, Pitman Publishing Ltd. p.294.

72



52. Sustainable Banking with the Poor, (2002): Non-Governmental Organizations in
Micro finance: past, present and future from Micro finance Gateway web site:

http://www.micro financegateway.org/...SBP/NGOs_Tom_Final.pdf
Tamilnadu

[Retrieved October 24, 2008]

53. The Micro finance Gateway.www. Org/17K. Cached Downloaded (9/11/20008).

54. UNICEF (2003): The State of the world’s Children: Micro finance Programmes and
Better Health. Prospects for Sub-Saharan African. Journal of the American
Medical Association Volume 298 Number 16 pp. 5-6

55. United Nations Capital Development Fund (2005): Millennium Development Goals
Reports. Journal of the American Medical Association Volume 298, No.16 p.
11.

56. World Bank Development Indicator <http://devdata.worldbank.org/dataonline.

57. Zamman, H. (2000): Assessing the Poverty and Vulnerability Impact of
MicroCreditinBangladesh:ttp://www.worldbank.org/html/ dec/Publications/Wor
kpapers/wpsZOOseries/wps,?145/wps2145.pdf[ Accessed 15. 05. 2008.]

58. Zeller, M. and Richard, L. (2002): The triangle of micro finance Financial

Sustainability, Outreach and impact. ~ John Hopkins University Press,

Baltimore, London. p.21

73



APPENDIX 1
Okomfo Anokye Rural Bank LTD
Staff and Management Questionnaire
QUESTIONAIRE ON MICRO FINANCE AS STRATEGY FOR POVERTY
ALLEVIATION: PROSPECTS AND CHALLENGES - ACASE STUDY OF
OKOMFO ANOKYE RURAL BANK LIMITED-WIAMOASE

Dear Sir/Madam,
[ am a student from the above mentioned school undertaking Master of Business Degree
and undertaking research on the above topic in the your institution as part of my course.
I would be grateful if could please, respond to this questionnaire
This questionnaire is part of a research project to find out about the challenges and

prospects of micro financing as a strategy for poverty alleviation in Ghana.

Please answer the questions in the space provided. Your answers are essential in
building an accurate picture of the issue that is important to improve our support for
clients and micro finance unit. The information you provide will be treated with strictest

confidence.

Thank you for your help
(Evans Asare Bediako)

The manager
Okomfo Anokye Rural Bank Ltd

Wiamoase-Ashanti
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APPENDIX 2
QUESTIONNAIRE FOR MANAGEMENT AND STAFF OF OARB MICRO
FINANCE UNIT
1. Which of the micro financing approaches do you offer?
(a) Financial intermediation only
(b) Social and financial intermediation only
(c) Social intermediation
2. Which of the following financial services do you offer for your clients?
(a) Credit and savings
(b) Savings and insurance
(c) Payment and credit services
3 Which categories of clients you prefer micro finance loans to?
(a) Farmers
(b) Traders
(c) Artisans

4. What is the reason for your choice?

5. Do you agree that micro finance is strategy for poverty alleviation in your catchments
area’

(a) Agree

(b) Strongly agree

(c) Disagree
6. Has micro finance provided by your bank been able to reach its numerous customers

for which it was set up?

(a) YES[ ]
(b) NO[ ]
7. If yes, what has been the general life of your people? N
(a) Has improved
Wing y,, BRARY



(b) No change
(c) Other specify
8. Do you require your clients to provide collateral before loans are given to them?
YES[ ]
NO[ ]

9. If yes, what are reasons for such collateral?

11. Do you think that micro finance can help the poor in the catchments area to increase,
income, build assets, and reduce their vulnerability to external problems?
YES [ ]
NO [ ]
12. If a client is able to meet all your requirements for the micro finance loan, how long
will it take the client to receive the loan?
(a) Months
(b) Days
(c) Weeks
(d) Other specify
13. Do you care about what your clients use the loan for?
YES[ ]
NO[ ]

14. If yes how do you monitor the use of the loan by your clients?
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15. Do you provide training for your clients before loan is given to them on how to use
the loan?

YES [ ]
NO [ ]

16. If yes what type of training(s) do you provide for them?

17. What do you think are the major causes of loan delinquency among your clients?

18. What do think can be done to improve loan delinquency in your unit?

19. What are the attitudes of your clients towards loan repayment?
(a) Good
(b) Better
(c) Poor
(d) Other specify
20. How do you retrieve past loans from clients?
(a) Through court action
(b) Seize clients’ collateral
(c) Selling of clients’ collateral to recover the debt
21. Do you also have staff incentive scheme to motivate credit officers to work
effectively?
YES[ ]
NO[ ]

22. If yes what staff incentive schemes do you have in place?
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23. What is the role of government in supporting your unit in eradicating poverty in your

catchments area?

24. What are the major challenges facing your micro finance unit?

25. What do you think can be done to improve the above mentioned challenges in your

unit?

26. Do you provide community sensitization programme to clients on the need for micro
finance?

YES[ 1]

NO[ |

27. Do your clients see credit as necessary factor to facilitate their business and must be
paid back for other members of the society to benefit?

YES [ ]

NO [ ]

28. What are the prospects of micro finance in your catchments area as strategy for

poverty alleviation?

29) Has your micro finance programme achieved financial sustainability and viability?
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APPENDIX 3
QUESTIONAIRE FOR CLIENTELES

1. Have you ever applied for a micro finance loan from Okomfo Anokye Rural?

YES[ ]
NO[ ]
2. If yes what specific business did you use the loan for?
(a) Trade

(b) Agriculture

(c) Consumption

(d) Other specify
3 Did the loan from Okomfo Anokye Rural Bank Micro finance unit help your
business?

YES[ ]

NO[ ]

4. If yes how did it help?
(a) Expand my business
(b) Pay my wards school fees
(c) Improve my household
(d) Pay business expenscs
(e) Start a business
5. Which service(s) are you enjoying from OARB micrg finance Unit?
(a) Loan /credit
(b) Savings
(c) Social intermediation
(d) Other specify
6. Do you agree that OARB micro finance loan has helped you to participate in some of
its activities such as loans, savings and building asset?
(a) Agree
(b) Disagree
(c) Strongly agree
(d) Strongly disagree
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7. Do you again agree that due to access of micro finance loan from the OARB you have
been able to increase your income and have improved upon your households? |
YEST[ ]
NO[ ]
8. Do you believe that OARB micro finance loan has helped to improve children school
fees?
(a) I believe
(b) I don’t believe
(c) Strongly believe
9. Have you been able to provide enough food for your family through the help of
OARB micro finance loan?
YES [ ]
NO [ ]
10. How would you describe your financial ability to pay for your family health care?
(a) Good
(b) Better
(c) Best
(d) Bad
11. Would you say that your total income from your business has............... due to
assistance from the micro finance loan?
(a) Increase
(b) Decrease
(c) Greatly increase
(d) No change
12. What about income to the household?
(a) Increased
(b) Decreased
(c) Greatly increased
(d)No change
13. Have you been able to increase your business assets to expand your investment since

you became member of OARB micro finance unit?
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YES [ ]
NO []
14. Do you have voluntary savings in addition to the compulsory one in the bank?
YES [ ]
NO [ ]
15. If yes what do you think has accounted for that increase?
(a) Good financial management training
(b) Business income has increased
(c) Education on savings have increased
(d) Reduction in business expenses
16. Has your role in terms of income contribution in the household after joining micro
finance programmes increased?
YEST ]
NO[ ]
17. In which area in your community activities you have been involved after achieving
financial gains from OARB micro finance loan?
(a) Local government participation
(b) Training other community members
(c) Infrastructure development
(d) Other specify
18. How would you describe the services you have been receiving from your credit
officers of OARB micro finance unit?
(a) Good
(b) Better
(c) Best
(d) Poor
19. What do you think about the products and variety of service that is provided by
OARB micro finance unit?
(a)Good
(b) Better
(c)Worsened
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(d) Other specify
21. Select any four things you don’t like about OARB micro finance loan.
(a) High interest rate
(b) High processing fee
(c) Loan size two small
(d) Terms of repayment very short
(e) Compulsory saving
(f) High application form
22. Base on Question 25, state at least four items you want OARB to improve on its

micro finance loan?

loan?

) ISR

1) , ——- - -
25).Do you think micro finance is important strategy for poverty alleviation?
YES[ ]
NO[ ]
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26). If yes what do you think OARB can do to improve its micro finance activities in

order to reach the unmet people who have no access to any financial assistance?
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