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ABSTRACT 
 
As Microfinance Institutions become larger and more sophisticated, risk management should 

become a more conscious part of their management and governance. Microfinance 

Institutions with strong risk management maintain quality loan portfolios, avoid liquidity 

crises, and reduce the risk of loss caused by human error. Credit risk management is a crucial 

factor that Microfinance Institutions have to handle it effectively in order to promote 

business continuity. Despite the strict debt recovery guidelines and operational policies set 

by management to regulate the activities of the credit operations and to manage the credit 

risk of the institution, yet, they continue to battle with low debt recovery. The objectives of 

the study were to find out factors contributing to low debt recovery within the organization, 

assess the guidelines for credit risk management in the organization and finding out the 

recovery rate as at the end of 2011. The main purpose of the study is to find out the link 

between how the microfinance Institutions in Accra metropolis applies credit risk 

management strategies in order to optimise loan recovery. To be able to establish this link in 

the study, a stratified and purposive sampling procedure was used to select fifty (50) staffs 

from HFC-Boafo Microfinance Institutions for the study. Pie chart, tables and graphs were 

used to analyze the data collected from the officers. It was observed that the company had 

low debt recovery rate which was fuelled by two of its loan products. This was due to some 

officers not complying to their operational policy. Due to the fact that most of the officers 

overlook factors leading to low debt recovery and this was not properly supervised by their 

respective managers as seen in their debt recovery guidelines and operational policy manual, 

their loan credit were highly exposed to risk leading to leading to low debt recovery rate.  
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