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ABSTRACT 

Micro financial institutions step in to lend to group of people where the entire 

group is considered responsible for default by any member. In places where 

group loans have been practiced, there have been mixed results with some 

groups repaying their loans whiles others fail to pay. The study therefore sought 

to evaluate women group lending scheme at Bonzali Rural Bank (BRB) in 

Tamale. The objectives of the study were to determine the characteristics and 

motivations of women in the group lending scheme, examine the factors that 

influence the repayment rate of women groups and to assess the benefits of 

group lending to the group members. Data were collected from all the 88 women 

groups. Both primary and secondary data were used. The primary data was 

collected using questionnaires which was administered to the group 

representatives. Data was analyzed using descriptive statistics and represented 

by measures of central tendency. Frequencies and percentages were used to 

analyzed the characteristics of respondents such as age, educational attainment 

and religion. The study found out that most women repay their loans in order to 

get bigger loans in future (dynamic incentives). Other reasons include: it 

provides capital for their businesses; it improves their financial well-being and 

to preserve their reputation. It was recommended that the BRB should improve 

on the business advices offered to the women since the successes of the women 

groups have a positive impact on the repayment of loans.  
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CHAPTER ONE 

INTRODUCTION 

Microfinance  ihas  ibeen  iproviding  icredit  ifacilities  inumerous  iindividuals  

iand  iorganization.  iThis  ichapter  iseeks  ito  ianalyse  ithe  ibackground  ito  ithe  istudy,  ithe  

iproblem  iof  ithe  istatement,  isignificance  iof  ithe  istudy  iand  iorganization  iof  ithe  istudy. 

Background  ito  ithe  iStudy 

The  iGovernment  iof  iGhana  ihas  isince  iindependence  iin  i1957  iundertaken  

inumber  iof  idevelopment  iinterventions  ito  ireduce  ipoverty  iamong  iits  icitizens,  ifor  

iexample,  iFree  iCompulsory  iUniversal  iBasic  iEducation  i(FCUBE),  iSchool  

iFeeding  iProgramme,  iEconomic  iRecovery  iProgramme  i(ERP),  iStructural  

iAdjustment  iProgramme  i(SAP)  iand  iWomen  iin  iDevelopment  iFund  i(WDF).  

iAccording  ito  ithe  iGhana  iStatistical  iService  i2007  ias  icited  iin  iAfrican  

iDevelopment  iFund,  iHuman  iDevelopment  iDepartment  i(OSHD,  i2008)  ion  iGhana  

iCountry  iGender  iProfile,  ithe  ilevel  iof  ipoverty  ifell  ifrom  i51.7  ipercent  iin  i1991/92  ito  

i39.5  ipercent  iin  i1998/99  iand  ifurther  ito  i28.5  ipercent  iin  i2005/06.  iNotwithstanding  

ithese  ireductions  iin  ithe  ilevel  iof  ipoverty  iover  ithe  iyears,  ithe  iGhana  iPoverty  

iReduction  iStrategy  iGPRS  iReport  i(2003)  inoted  ithat  ithe  iprogress  ihowever,  imasks  

ithe  iuneven  idecline  iin  ipoverty  iand  iincidents  iof  igrowing  iand  ideepening  ipoverty  iin  

isome  igeographical  iareas.  iThe  ievidence  isuggests  ithat  ithe  ivulnerability  iand  

iexclusion  iamong  isome  igeographical  igroups,  isocio-economic  igroups,  igender  

iand  iage  igroups  imay  ihave  iworsened.  iThus,  ia  ilot  imore  istill  ineeds  ito  ibe  idone  ito  

iachieve  ithe  igoal  iof  ipoverty  ireduction.  i 

Microcredit  ischemes  imay  itake  ithree  idifferent  iforms  ior  ia  icomposite  iof  iall  

ithe  ithree  iforms  inamely,  ithe  icapacity  ibuilding  iapproach,  ithe  ichannelling  

iapproach  iand  ithe  iinstitutional  iapproach.  iThe  icapacity  ibuilding  iapproach  ifocuses  
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ion  ithe  ivery  ipoor,  ithe  ilandless,  ithe  ipowerless,  ithe  ivoiceless  ior  ithe  i‘assetless’,  

iespecially  iwomen.  iThe  iaim  iis  ito  iraise  iawareness,  iorganize  ithe  iclients  iand  ibuild  

itheir  iconfidence  ito  ienable  ithem  ibelieve  iin  itheir  iown  iability  ito  itransform  itheir  

ilives  iand  ito  idevelop  isavings  iculture.  iThe  ichannelling  iapproach  imay  ibe  iused  iby  

irural  ibanks  iand  inon-governmental  iorganizations  ito  iassist  ithe  i‘not-so-poor’  ior  

iproductive  ipoor.  iThese  igroups  imay  ihave  ithe  icourage  ito  itake  isome  iminor  irisks  

ibut  imay  ilack  ifinancial  isupport  ibecause  iof  ithe  ilack  iof  icollateral  isecurity. 

Microcredit  ischemes  iare  ischemes  ithat  ilend  ismall  iamounts  ito  ithe  ipoor  iin  

ia  ideveloping  icountry.  iThe  iloan  imay  ibe  ias  ilow  ias  i$1,  ibut  ithey  iare  idirectly  itargeted  

iat  ithe  ineeds  iof  ithose  ipeople  iand  ireflect  ithe  icircumstances  ithey  ioperate  iin.  iThese  

iloans  iare  ioften  ioffered  iby  iNon-Governmental  iOrganizations  i(NGO’s)  ias  ithe  

icommercial  ifinancial  iinstitutions  iare  inot  iprepared  ito  iwork  iin  ithis  iway,  ithey  

igenerally  iregard  ithe  ipoor  ias  ihigh  irisk,  ias  ithey  icannot  ioffer  iany  isecurity  ifor  ithe  

iloans.  i 

The  iNorthern  iRegion  iof  iGhana  ihas  ibeen  ifound  ito  ihave  ia  ihigh  

iconcentration  iof  ipoverty  iin  iGhana.  iOut  iof  ithe  i18.2%  itotal  ipopulation  ithat  ilive  iin  

iextreme  ipoverty  iin  iGhana,  i53.7%  ilive  iin  iNorthern  iGhana,  iwhich  icommands  

ionly  i17.2%  iof  ithe  itotal  iGhanaian  ipopulation.  iThis  iis  ian  iindication  ithat,  ithe  ipoor  

iin  iGhana  iis  iconcentrate  iin  ithe  iNorthern  isavannah  iecological  ibelt.  iIn  i2006,  ifive  

iout  iof  iten  iin  inorthern  iregion  iis  isaid  ito  ibe  ipoor  i(Ghana  iStatistical  iService,  i2006). 

Among  ithe  ipopulation  iof  ithe  iNorth,  iwomen  iare  ithe  igreater  ivictims  iof  

ipoverty  i(Emmanuel,  i2010).  iPoverty  ihas  ibeen  ireduced  isince  i1991,  ibut  ithe  

inorthern  iregion  ihad  inot  ireceived  ia  icommensurate  ishare  iof  ithe  ireduction  iin  

ipoverty.  iAs  ia  iresult,  imany  inon-governmental  iorganisations  i(NGOs)  iand  iMFIs  

ihave  idesign  iprograms  iand  ipolicies  ithat  iare  imeant  ito  ifight  ipoverty  iamong  ithe  
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ipeople  iof  ithe  inorth  iespecially  iwomen.  iOne  iof  isuch  iis  iBonzali  iRural  iBank.  iThe  

ibank  ihas  itwo  ibranches  iin  iTamale  iwhich  iuses  igroup  ilending  ias  ia  itool  ito  ireducing  

ipoverty  iamong  iwomen  iin  ithe  inorthern  iregion.  iMost  iwomen  ihave  inot  ibeen  iable  

ito  iexpand  itheir  ibusinesses  iand  ipoverty  ilevels  iremain  ihigh  iafter  inearly  ia  idecade  

iof  iimplementation.  iIt  iis  ifor  ithis  ireason  ithat  ithis  istudy  iseeks  ito  ievaluate  ithe  

irepayment  iperformance  iof  iwomen  ilending  ischemes  iin  iMicrofinance  idelivery.  i 

Statement  iof  ithe  iProblem 

Group  ilending  iis  ione  iof  ithe  imethodologies  iused  iby  imany  iRural  iBanks  iin  

iGhana  iand  ibeyond  ito  iimprove  irepayment  iperformance.  iGroup  ilending  iis  

ibelieved  ito  isolve  ithe  iproblem  iof  imoral  ihazard  iand  iinformation  iasymmetry  

iassociated  iwith  ipoor  irepayment  iperformance.  iHigh  irepayment  iperformance  iis  

iimportant  ifor  iBanks  isustainability  iand  icontinues  ilending  ito  ithe  ipoor.  iGroup  

ilending  ihas  ibeen  iused  ias  ione  iof  ithe  istrategies  ito  iimprove  irepayment  iperformance  

iespecially  iamong  iwomen  igroups  iin  iRural  iBanks.  iThere  icontinue  ito  ibe  iactive  

idebate  iin  iacademic  iliterature  ias  ito  iwhether  irepayment  iperformance  iof  imicro  

icredit  igroup  iborrowers  itends  ito  ibe  ihigh  iand  ithe  ireason. 

The  iproblem  iis  iwhether  iwomen  igroup  ilending  ischemes  ihave  ihigh  

irepayment  iperformance  iin  iBRB  ilending  iapproach.  iMost  iwomen  iuse  ilocal  

iinformation  ito  iform  itheir  igroups,  ithis  itherefore  imakes  iborrowers  ihave  ibetter  

iinformation  ion  itheir  ipartners’  irisk  ithan  ithe  ilending  iinstitution  idoes.  iBorrowers  

ifail  ito  irepay  iBRB  iafter  ilending.  iA  istudy  iby  iVarian  i(1990)  irevealed  ithat  

iborrowers  iin  igroup  imutually  imonitor  ieach  iother’s  iprojects  ito  iensure  ithe  isuccess  

iof  ifinanced  iprojects  iand  itherefore  ileads  ito  irepayment  iof  igroup  iloans.  iBased  ion  

ithis,  iboth  iempirical  iand  itheoretical  istudies  ihave  iassumed  ithat  igroups  iconsist  iof  

imembers  iof  iequal  irisk  iand  ithat  ithey  iuse  itheir  iinformation  ito  iachieve  igroup  
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iperformance.  iNevertheless,  iavailable  iliterature  ishows  imixed  iresults.  iThe  

iinfluence  iof  igroup  ilending  ischemes  ion  irepayment  iperformance  icannot  ibe  

iunderestimated.  iHowever,  ithere  ihas  ibeen  iinadequate  iliterature  iif  inot  icompletely  

inon-existent  ion  ihow  iwomen  igroup  ilending  ischemes  iinfluence  irepayment  

iperformance  iin  ithe  iGhanaian  iFinancial  iMarket.  iThe  iscanty  iliterature  ion  ithe  

istudy  imotivated  ithe  iresearcher  ito  ievaluate  iwomen  igroup  ilending  ischemes  iof  

iBonzali  iRural  iBank  iin  iRural  iBank  iservice. 

Purpose  iof  ithe  iStudy 

The  ipurpose  iof  ithe  istudy  iis  ito  ievaluate  iwomen  igroup  ilending  ischeme  iof  

iBonzali  iRural  iBank  iin  ithe  iNorthern  iRegion,  iTamale. 

Research  iObjectives  i 

Specifically,  ithe  istudy  iseeks  ito: 

1. Determine  ithe  icharacteristics  iof  iwomen  igroup  ilending  ischeme  iof  

iBonzali  iRural  iBank. 

2. Determine  ithe  ifactors  ithat  imotivate  iwomen  igroups  iin  igroup  ilending  

ischeme  iat  iBonzali  iRural  iBank.  i 

3. Examine  ithe  ifactors  ithat  iinfluence  ithe  irepayment  irate  iof  iwomen  igroup  

ilending  ischeme  iat  iBonzali  iRural  iBank. 

4. Assess  ithe  ibenefits  iof  igroup  ilending  ito  iwomen  igroups  iat  iBonzali  iRural  

iBank. 

Research  iQuestions 

1. What  iare  ithe  icharacteristics  iof  iwomen  igroup  ilending  ischeme  iof  iBonzali  

iRural  iBank? 

2. What  iare  ithe  ifactors  ithat  imotivate  iwomen  igroups  iin  igroup  ilending  

ischeme? 
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3. What  iare  ithe  ifactors  ithat  iinfluence  irepayment  irate  iof  iwomen  igroups  iat  

iBonzali  iRural  iBank? 

4. What  iare  ithe  ibenefits  iof  ithe  igroup  ilending  ischeme  ito  iwomen  igroups  iat  

iBonzali  iRural  iBank? 

Significance  iof  ithe  istudy 

The  ifindings  iof  ithe  istudy  iare  iof  igreat  iuse  ito  ithe  igovernment,  icivil  isociety  

igroups,  istate  iagencies,  ipolicy  imakers  iand  iresearchers  iin  idealing  iwith  iissues  iof  

ifinance,  iaccess  ito  icredit  iand  igroup  ilending  ischemes.  iThis  istudy  iwill  iprovide  

irelevant  idata  iwhich  ican  ibe  iused  iby  irelevant  istakeholders  ito  idevelop  inew  ipolicies  

ior  imake  ireforms  ion  ithe  iexisting  iones  ion  ihow  ito  iimprove  ithe  iliving  istandards  iof  

ipoor  iwomen  ithrough  igroup  ilending  ischemes. 

This  istudy  iwill  ihelp  iMicro  iFinancial  iInstitutions  ito  ibetter  iunderstand  

igroup  ilending  iapproach  iand  iits  iimpact  ito  ithe  iwomen  igroups  iespecially  iat  

iBonzali  iRural  iBank  iand  ito  ischolars  iand  ithe  iacademicians,  iit  iadds  ito  ithe  ialready  

iexisting  iliterature  ion  iwomen  ilending  ischemes  iof  ithe  igroup  ilending  iapproach  iin  

imicrofinance  iservice  idelivery. 

Delimitations  iof  ithe  istudy  i 

The  istudy  iconsidered  iwomen  ilending  igroups  iand  iits  icharacteristics  iand  

iinfluence  ion  irepayment  irate  iat  iBonzali  iRural  iBank  iin  iTamale,  iNorthern  iRegion  

iof  iGhana.  iThe  ivariables  ito  ibe  iinvestigated  iare  imicrofinance  iissues,  iwomen  

igroup  ilending  ischeme  iand  iits  iviability. 

Limitations  iof  ithe  istudy 

  iThe  istudy  iis  ilimited  ito  ithe  iexperiences  iof  iwomen  igroup  idealing  iwith  ithe  

itwo  ibranches  iof  iBonzali  iRural  iBank  iin  iTamale.  iVarious  iwomen  igroups  iwere  

iselected  ibased  ion  itheir  ipresent  iactivities  iwith  ithe  iBonzali  iRural  iBank  ito  itake  ipart  
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iin  ithe  ienquiry.  iA  inon-probability  isampling  iprocedure  iwas  iadopted  ito  iselect  

iwomen  igroups  ineeded  ifor  ithe  istudy.  iChances  iare  ithat  ithe  iresults  imay  inot  ibe  iheld  

ivalid  iin  iother  igeographical  iareas.  iIt  iis  ianticipated  ithat  isome  imembers  iof  ithe  

ibeneficiary  iwomen  igroups  imay  ifeel  ireluctant  ito  igive  iinformation  iabout  

ithemselves  iand  itheir  ibusinesses.  iHowever,  ithese  ilimitations  iwere  iovercome  

ithrough  itransparency  iin  ithe  idata  icollection  iprocess  iand  iprocedure.  i 

Organization  iof  ithe  istudy 

The  iresearch  iwork  iis  iorganized  iin  ifive  i(5)  ichapters.  iChapter  ione  iconsists  

iof  ithe  igeneral  iintroduction  iof  ithe  iwork,  iconsisting  iof  ithe  ibackground  iof  ithe  

istudy,  iproblem  istatement,  iresearch  iquestions,  iresearch  iobjectives,  isignificance  

iof  ithe  istudy  iand  ilimitations  iof  ithe  istudy.  iChapter  itwo  iconsists  iof  ithe  iliterature  

ireview  icarried  iout  iin  ithis  iwork.  iChapter  ithree  ifocuses  ion  ithe  imethodological  

iframework  iand  iprofile  iof  ithe  istudy  iarea.  iChapter  ifour  icovers  ithe  idata  

ipresentation  iand  idiscussion  iof  ifindings.  iChapter  ifive  iis  ithe  ifinal  ichapter  iof  ithe  

iresearch  iand  icontains  ithe  isummary  iof  ithe  iprincipal  ifindings,  iconclusions  iand  

irecommendations  ifor  igovernment  iand  ipolicy  imaking. 
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CHAPTER  iTWO 

  iLITERATURE  iREVIEW 

Introduction 

This  ichapter  iaims  iat  ireviewing  iimportant  iliteratures  irelated  ito  ithe  

iresearch  itopic.  iIt  iconsists  iof  iboth  itheoretical  iand  iempirical  ireview.  iIn  itheoretical  

ireview  ithe  iresearcher  idefines  ithe  iconcepts  iand  iterms  iaccording  ito  ihow  idifferent  

iauthors  ihave  idefined  ithem  iand  iempirical  iliterature  ireview  iprovided  ithe  idifferent  

ifindings  ifrom  idifferent  iresearcher  iwho  ihas  idone  isimilar  istudy. 

Theoretical  iReview 

Social  iDimension  iin  iDevelopment  iTheory  i 

Traditionally,  idevelopment  iinitiatives  ihave  ibeen  isynonymous  iwith  

iraising  ipeople’s  iincomes  iand  iemployment  iopportunities,  iincreasing  itheir  

iconsumption  iand  ihelping  ithem  ibuild  iassets  iand  iaccumulate  isavings.  iPoverty  

ireduction  iprograms  iwere  iconsidered  ito  ideal  iprimarily  iwith  ihelping  iborrowers  

iobtain  itangible,  imaterial  igains.  iQuantifiable  iresults  iwere  ienvisaged  ias  ithe  

iforemost  iand  iprincipal  imeasure  iof  iassessing  ipoverty  imitigation  iand  iprogram  

isuccess.  iUntil  ia  ifew  iyears  iago,  ithe  isocial  idimension  iwas  inot  iregarded  ias  ian  

iimportant  iplanning  iand  ievaluation  ilevel  iof  idevelopment  icooperation.  iAlthough  

iinitial  isteps  itowards  ioperationalizing  isocio-economic  iimpacts  iwere  ideveloped  

iby  ithe  iresearch  icommunity  ias  ipart  iof  ithe  i‘basic-needs  iapproach’  iof  ithe  iseventies,  

ithe  isocial  idimension  ihas  ibeen  ithe  ifocus  iof  iproject  ievaluation  ionly  isince  ithe  

ipublic  idebate  ion  ithe  ieffectiveness  iof  idevelopment  iprojects  ibegan,  iand  ithe  

ilegitimacy  iof  ithe  ientire  iarea  iof  idevelopment  icooperation  ipolicy  iwas  iquestioned.  

iA  isignificant  istep  itowards  iestablishing  ithe  inexus  ibetween  ithe  ieconomic  iand  

isocial  iimpact  iwas  ithe  irendition  iof  ithe  i‘multidimensional  iview  iof  ipoverty’  iby  ithe  
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iUnited  iNations  iDevelopment  iProgram  iparticularly  iwhile  ipreparing  ithe  iNational  

iHuman  iDevelopment  ireports  i(Neubert,  i2000).  i 

The  iWorld  iBank  ihas  ibeen  iat  ithe  iforefront  iin  idevelopment-related  

iinitiatives  ion  ia  iglobal  iscale.  iAccording  ito  ia  iWorld  iBank  i2016  igroup  ireport  iof  ithe  

iSocial  iDevelopment  iTask  iGroup  iof  ithe  iBank,  iduring  ithe  ififty  iyears  iin  iwhich  iit  

ihas  ibeen  iin  iexistence,  ithe  iconsent  ifor  ithis  iis  ithe  igradual  ishift  iin  ithe  idevelopment  

iparadigm  ifrom  ibuilding  itangible,  iphysical  iassets  ito  ideveloping  ihuman  iand  

isocial  icapital.  iWhen  idevelopment  iprofessionals  imention  isociety,  isocial  ipolicy,  

isocial  icapital,  isocial  ichange  iand  isocial  iimpact,  ithey  ido  inot  isignify  iisolated  

iindividuals  iand  istand-alone  iinstitutions;  ithey  iconnote  ia  icomplex  iand  iintricate  

iweb  iof  iinteractions  ithat  ioccur  iboth  iwithin  ithe  ipopulation  iand  ialso  iexternal  ito  iit.  

iThe  i‘social  idimension’  iis  ithereby  ia  icross-section  iof  ia  irange  iof  ielements  ithat  iplay  

ia  ivital  irole  iin  ithe  iworld  iof  idevelopment  icooperation.  iOut  iof  ithe  imajor  ifactors  ithat  

iinfluence  ithe  isocial  isphere,  ithe  ieconomic,  icultural  iand  ipolitical  idimensions  iplay  

ithe  imost  iprominent  iroles  iby  ioverlapping  iwith  ithe  isocial  iaspect  iand  ibringing  

iabout  ithe  isocial  ichange  iin  iquestion.  i 

The  isocio-economic  iarea  iof  ioverlapping,  ifor  iinstance,  iencompasses  

imatters  ithat  ican  ibe  iphysically  idefined  iand  iin  iwhich  ieconomic  icircumstances  iare  

iexamined,  iwith  ithe  inon-economic  ivariables  ibeing  itaken  iinto  iaccount.  iThe  ifocus  iis  

ion  ithe  idistribution  iof  iresources  ithrough  irights  iand  istatus  ior  ipower  iand  imacro  iand  

isectoral  ipolicies  iand  ithe  iconsequent  iimplications  ifor  iindividual  isocial  igroups.  iThe  

isocio-cultural  iarea  iof  ioverlapping,  ion  ithe  icontrary,  iconcerns  ithe  inon-physical  

ifeatures  ithat  irelate  ito  ia  isociety’s  isystem  iof  ivalues  iand  iare  ithought  iof,  ior  irepresent  iits  

iunique  icultural  iidentity.  iIssues  irelevant  ito  iethnicity,  igender,  ireligion,  itraditions,  

icustoms,  ietc.  iform  ithe  ifocal  ipoint  iof  ithis  idimension.  iIn  ithe  isocio-political  irealm,  
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iareas  iof  iconcern  ipertain  ito  imatter  irelevant  ito  ithe  icivil  isociety,  iissues  iraised  iby  

ihuman  irights  iaffairs,  iand  ipost-conflict  iscenarios,  iThe  iWorld  iBank  i(1997). 

Adverse  iSelection  iTheory 

According  ito  iGhatak  iand  iGuinnane  i(1999),  iadverse  iselection  iarises  

iwhen  iborrowers  ihave  icharacteristics  ithat  iare  iunobservable  ito  ithe  ilender  ibut  

iaffect  ithe  iprobability  iof  ibeing  iable  ito  irepay  ithe  iloan.  iA  ilender  ican  itry  ito  ideal  iwith  

ithis  iinformation  iproblem  idirectly,  iby  itrying  ito  iassess  ithese  icharacteristics,  ior  

iindirectly  iby  ioffering  iloan  iterms  ithat  ionly  igood  irisk  itaker  iwill  iaccept.  iThe  itypical  

imethod  ifor  iseparating  igood  irisks  ifrom  ibad  irisks  iis  ito  iask  ithe  iborrower  ito  ipledge  

icollateral.  iRisky  iborrowers  iare  ilikely  ito  ifail  imore  ioften  iand  ilose  itheir  icollateral.  

iIf  ithe  ibank  ioffers  itwo  idifferent  icontracts,  ione  iwith  ihigh  iinterest  irates  iand  ilow  

icollateral  iand  ithe  iother  iwith  ithe  iopposite,  irisky  iborrowers  iwill  iselect  ithe  iformer  

iand  isafe  iborrowers  ithe  ilatter.  iBut  ipoor  ipeople  iby  idefinition  ido  inot  ihave  iassets  

ithat  imake  iuseful  icollateral,  imeaning  ithat  ilenders  ihave  ino  ieffective  iway  ito  

iseparate  igood  irisks  ifrom  ibad.  i 

Group  ilending  ideals  iwith  iadverse  iselection  iby  idrawing  ion  ilocal  

iinformation  inetworks  ito  iachieve  ithe  iequivalent  iof  igathering  idirect  iinformation  

ion  iborrowers  iand  iusing  idifferences  iin  iloan  iterms  ito  iseparate  igood  ifrom  ibad  

iborrowers.  iMany  iresearchers  ihave  iexamined  ithe  ieffect  iof  igroup-liability  ion  ithe  

iselection  iof  imembers  i(Varian,  i1990;  iAghion  i&  iGollier,  i1998;  iGhatak,  i1999).  

iMost  iof  ithese  istudies  iuse  ian  iadverse-selection  iframework  iwhere  iborrowers  

iknow  ithe  icharacteristics  iof  ieach  iother’s  iprojects  irelevant  ito  itheir  

icreditworthiness,  ibut  ithe  ibank  idoes  inot  i(Ghatak  i&  iGuinnane,  i1999).  i 

While  iall  iborrowers  iprefer  ito  ihave  isafe  ipartners  ibecause  iof  ilower  

iexpected  ijoint-liability  ipayments,  isafe  iborrowers’  ivalue  isafe  ipartners  imore  ithan  
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irisky  iborrowers  ibecause  ithey  irepay  imore  ioften,  iand  ias  ia  iresult  imore  ilikely  ito  

irealize  ithe  igain  iof  ihaving  ia  isafe  ipartner  i(Ghatak  i&  iGuinnane,  i1999).  iThis  

iimplies  ithat  iin  iequilibrium,  iborrowers  iend  iup  iwith  ipartners  iof  ithe  isame  itype.  iAs  

ia  iconsequence,  ithe  ibank  ican  iscreen  iborrowers  iby  ivarying  ithe  idegree  iof  ijoint  

iliability.  iThis  iis  ibecause  irisky  iborrowers  ihave  irisky  ipartners  iand,  ihence,  iwill  

iprefer  ia  icontract  iwith  iless  igroup  iliability  ithan  iwill  ia  isafe  iborrower. 

Conceptual  iReview 

Microfinance  iand  iMicrocredit 

Microcredit  iis  ioften  iused  ito  idescribe  iinstitutions  ilike  ithe  iGrameen  iBank  

iwhich  ifocuses  ion  igetting  iloans  ito  ithe  irural  ipoor  ifor  ipoverty  ieradication  iand  

isocial  ichange.  iMicrofinance  icomes  iinto  ibeing  iwith  ithe  iview  ithat  imore  ipeople  

ican  iget  inot  ionly  icredit  ibut  iother  ifinancial  iservices  ifrom  iMFIs  ito  ihelp  iimprove  

itheir  imicro  ienterprises.  iThe  ichange  ifrom  imicrocredit  ito  imicrofinance  imeans  ia  

ichange  iin  ifocus  itowards  igiving  ipoor  ipeople  iand  icommunities’  iaccess  ito  iwide  

irange  iof  ifinancial  iservices  iand  itowards  ithe  icommercial  isustainability  iof  iMFIs  

i(Beatriz,  iArmendariz  i&  iMorduch,  i2010).  i 

According  ito  iDaley-Harris  i(2002),  imicrofinance  iis  idefined  ias  ithe  

iprovision  iof  iloans,  isavings,  iinsurance,  itransfer  iservice  iand  iother  ifinancial  

iproducts  itargeted  iat  ilow-income  ipeople.  iMicrocredit  ion  ithe  iother  ihand  iis  ithe  

iextension  iof  ismall  iloans  ito  ivery  ipoor  ipeople  ithat  iallow  ithem  ito  icare  ifor  

ithemselves  iand  itheir  ihouseholds.  iMicrocredit  iis  ia  icomponent  iof  imicrofinance,  iin  

ithat  iit  iinvolves  ithe  iprovision  iof  icredit  ito  ithe  ipoor,  iwhilst  imicrofinance  iadd  ion  

inon-credit  ifinancial  iservices  isuch  ias  isavings,  iinsurance,  ipensions  iand  ipayment  

iservices. 
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Background  iof  iRural  iBanks 

Rural  iBanks  iwere  ifirst  iestablished  iin  iGhana  iin  i1976  ito  iprovide  ibanking  

iservices  ito  ithe  irural  ipopulation,  iproviding  icredit  ito  ismall  iscale  ifamers  iand  

ibusinesses  iand  isupporting  idevelopmental  iprojects,  iwith  ithe  ifirst  ibeing  iAgona  

iNyakrom  iin  iCentral  iRegion.  iBy  i2002,  i115  irural  ibanks  iwere  iestablished.  iThey  

iare  isupervised  iby  ithe  iclearing  ibank  iApex  iRural  iBank  iunder  ithe  iregulation  iof  ithe  

iBank  iof  iGhana  iwhich  iowns  ishares  iin  ithe  iBanks  i(Brydon,  i1996). 

The  iRural  iBank  i(RB)  ihas  ideveloped  iinnovative  iproducts  iand  iservices  ifor  

iits  itarget  igroups  iand  iestablished  iefficient  idelivery  ichannels  iwhich  ibring  iservices  

ias  iclose  ias  ipossible  ito  ithe  icommunities  ithat  iare  ibeing  iserved.  iThe  ibank  ialso  iplays  

ian  iimportant  iregional  idevelopment  irole  iby  ifacilitating  ithe  icreation  iof  inew  ijobs  

iand  iby  icontributing  ito  ipoverty  ialleviation. 

Rural  iBanks  i(RBs)  ioperate  ias  icommercial  ibanks  iunder  ithe  ibanking  ilaw  

iof  iGhana.  iHowever,  ithey  icannot  iundertake  iforeign  iexchange  itransactions  iand  

itheir  ioperations  iare  ilimited  ito  ispecific  igeographical  iareas.  iRural  iBanks  iwere  ifirst  

iestablished  ito  imobilize  isavings  iin  irural  iareas  inot  iserved  iby  icommercial  iand  

idevelopment  ibanks.  iRural  iBanks,  iwhich  ioperate  ias  iunit  ibanks,  iare  iowned  iby  

imembers  iof  ithe  icommunity  ithrough  ipurchase  iof  ishares  i(Gallardo,  i2002). 

Bonzali  iRural  iBank 

Bonzali  iRural  iBank  i(BRB),  ifounded  iin  i1990,  iis  ithe  ibiggest  irural  ibank  iin  

iNorthern  iGhana,  ione  iof  iGhana’s  ipoorest  iregions,  iand  iprovides  ifinancial  iservices  

ito  imicro  iand  ismall  ienterprises  iand  iother  ilow-income  igroups  iand  iindividuals.  iIn  

i1998  ithe  ibank  ientered  ithe  imicrofinance  imarket  iwith  ia  ispecial  iunit,  isupported  iby  

ithe  iNGO  iAction  iAid  iInternational.  iToday,  iBRB  ihas  ivarious  ibranches,  iincluding  
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itwo  iwhich  isolely  ifocus  ion  imicrofinance  ioperations,  iwhich  imake  iup  imore  ithan  

ihalf  iof  ithe  iloan  iportfolio.  iThe  ibank  iapplies  ithe  igroup  ilending  imethodology. 

As  ipart  iof  ithe  igroup  iloan  imethodology,  ithe  ibank  idesign  iwomen  igroup  

iloan  ifor  ismall  iand  imedium  iscale  ienterprise  i(SMEs)  ior  igroup  iof  i5  ito  imaximum  iof  

i10  iwho  irequire  iadditional  icapital  ito  iaugment  ior  ifacilitates  itheir  ibusiness  

iactivities.  iRepayment  iperiods  ivaries  ifrom  iweekly,  ibi-weekly  ior  imonthly.  iThe  

igroups  ioperate  iand  iundergo  itraining  ifor  iat  ileast  itwo  imonths  ibefore  ibenefiting  

iunder  ithe  igroup  iloan  ischeme.  i  i 

Group  iLending 

Group-based  ilending  iis  ian  iinnovative  iand  ipromising  imechanism  ifor  

idelivering  icredit  ito  ithe  ipoor.  iGroup  ilending  ipersuades  imembers  iin  ia  igroup  ito  

iundertake  ithe  iresponsibility  iof  iscreening,  imonitoring  iand  iensuring  ithat  iloans  

iwere  ipaid  iback  iwhich  iwill  iotherwise  ihave  ifallen  ion  ithe  ileader  i(Ghatak  i&  

iGuinane,  i1999).  iAccording  ito  iBeinpuo  i(2004),  igroup  ilending  iin  iGhana  iserves  ias  

ia  iway  iof  iallowing  ibanks  ito  imobilize  isavings  ifrom  inumerous  inumbers  iof  iclients.  

iHouseholds  ior  ipeople  iinterested  iin  iobtaining  iloans  iself-select  ithemselves  iinto  

igroups  iwith  ian  iaverage  imembership  ibetween  ifive  ito  iten  ipeople.  iCredit  isecured  

icould  ieither  ibe  igiven  ito  ithe  iindividuals  iwithin  ithe  igroup  ior  ithe  igroup  ias  ia  iwhole  

ito  ishare  iamong  ithemselves.  iThis  isystem  iof  ijoint  iresponsibility  iallows  igroup  

imembers  ito  iscreen  iand  imonitor  ione  ianother  ito  iensure  ithat  iloans  iare  ipaid  ion  itime.  

iGroup  ibased  ilending  ialso  iprovide  inon-financial  iservices  iknown  ias  isocial  

iintervention  iservices  iwhich  iincludes  itraining  iin  ibusiness  idevelopment,  

ivocational  itraining,  iorganizational  ihelp  iand  iimprove  ihealth,  iliteracy  iand  

ileadership  itraining.  i 
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Dellien,  iBurnett,  iGincherman  iand  iLynch  i(2005)  idiscussed  ikey  

idifferences  ibetween  ithe  igroup  ilending  iand  iindividual  ilending  iprograms.  iFirst,  

ibecause  itime  iand  ieffort  iare  iinvested  iin  ibuilding  isocial  inetworks  ithat  ienable  

igroups  ito  iselect  imembers  iwho  iare  icreditworthy  iunder  igroup  ilending,  ithe  irole  iof  

iloan  iofficers  iis  ito  iprovide  istructure,  itraining  ion  iloan  iprocesses  iand  

iadministrative  isupport.  iUnder  iindividual  ilending,  iloan  iofficers  ibear  iprinciple  

iresponsibility  ifor  iloan  idecisions;  ithey  iscreen,  iand  imonitor  itheir  iclients  ias  iwell  ias  

icome  iup  iwith  imechanisms  iof  ienforcing  irepayment.  i 

Secondly,  ithe  iprincipal  iincentives  ifor  irepayment  iof  igroup  iloans  iis  ijoint  

iliability,  igroup  ireputation,  icredit  irating  iand  ifuture  iaccess  ito  icredit  ifor  ieach  

imember,  iall  iof  iwhich  iare  idirectly  icontingent  ion  ieach  imember  iupholding  itheir  

iobligations.  iOn  ithe  iother  ihand,  iindividual  ilending  iprograms  iuse  ia  ivariety  iof  

iincentives  isuch  ias  icollateral  irequirements,  ico-signers  iand  iguarantors  ito  ipromote  

irepayment  iand  irepayment  idiscipline  iis  icreated  iby  istrict  ienforcement  iof  

icontracts.  iEach  iof  ithe  itwo  ilending  iprograms  ihas  iits  istrengths  iand  iweaknesses.  

iArmendariz  iand  iMorduch  i(2000)  iobserve  ithat  igroup  imeetings  ifacilitate  

ieducation  iand  itraining  iuseful  ifor  iclients  iwith  ismall  iexperience  iand  iimprove  

ifinancial  iperformance  iof  itheir  ibusinesses.  iOther  iresearchers  i(Godquin,  i2004  i&  

iMadajewicz,  i2011)  iargue  ithat  igroup  ilending  ihelps  imitigate  ithe  irisks  iassociated  

iwith  iinformation  iasymmetry:  ifor  iinstance,  ibecause  igroup  iborrowers  iare  ilinked  

iby  ijoint  iliability,  iif  ione  iof  ithem  iswitches  ifrom  isafe  ito  irisky  iproject  i(moral  

ihazard),  ithe  iprobability  ithat  iher  ipartner  iwill  ihave  ito  ipay  ithe  iliability  irises.  iThis  

igives  igroup  imembers  ithe  iincentive  ito  imonitor  ieach  iother.  iThe  ireduction  iin  igroup  

imembers’  idefault  ithrough  ipeer  ipressure  iand  isocial  ities  ihas  ialso  ibeen  idiscussed  

i(Guttman,  i2007,  iDixon  iet  ial.,  i2007  i&  iAl-Azzam  iet  ial.,  i2011).  iHowever,  iMaria  

© University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



14 

 

i(2009)  ipoints  iout  ithat  igroup  imonitoring  imay  ibe  irendered  iineffective  iwhere  

isocial  ities  iare  iloose,  iand  ithe  icost  iof  imonitoring  ieach  iother  ihigh. 

Group  ilending  iis  inot  iwithout  isetbacks.  iSavita  i(2007)  iargues  ithat  igroup  

ilending  iis  iassociated  iwith  iadditional  icosts  iincluding  igroup  iformation  icosts,  

itraining  iborrowers  ion  igroup  iprocedures,  ihigher  idegree  iof  isupervision  iand  ia  

ihigher  ifrequency  iof  iinstalment  ipayments.  iThese  icosts  iincrease  iinterest  irates  iof  

isuch  imicrocredit  iloans  ileading  ito  ienhanced  irepayment  irisk.  iOther  iresearchers  

iargue  ithat  ijoint  iliability  iin  igroup  ilending  ipenalizes  igood  icredit  irisk  icustomers  

i(Gine  i&  iKarlan,  i2010),  icould  ihinder  ioptimal  iutilization  iof  iborrowed  ifunds  iby  

iclients  i(Madajewicz,  i2003)  iand  imight  ieven  ijeopardize  irepayment  isince  ithe  

iincentive  iof  ifuture  icredit  iis  ino  ilonger  ipresent  iin  ithe  ievent  ithat  ione  imember  ifails  

ito  ipay  i(Besley  i&  iCoate,  i1995). 

Individual  ilending  iprograms  ialso  ipresent  iseveral  ibenefits.  iFor  iinstance,  

iArmendariz  iand  iMorduch  i(2000)  ifound  ithat  ithe  iguarantor  iexerts  isufficient  

isocial  ipressure  ion  ithe  iclient  ito  irepay  iMFI  iloans  iin  iRussia  iand  iEastern  iEurope.  

iHowever,  iLaure  iand  iBaptiste  i(2007)  iargued  ithat  ithe  iguarantee  imechanism,  

iespecially  ipersonal  iguarantees,  iis  ionly  imeaningful  iif  ithe  iborrower  ihas  iassets  ithat  

ican  ibe  ipledged  ias  isurety,  iif  ithe  iinstitutional  iframework  ipermits  ithe  iactual  

itransfer  iof  iownership  iof  ithe  ipledge  ifrom  ithe  iborrower  ito  ithe  icreditor  ieasily  iand  

iif  ithe  ipledged  iassets  iare  inot  ivery  iliquid.  iThe  iduo  icontends  ithat  ithese  ithree  

iconditions  iare  inot  imet  iin  imany  ideveloping  icountries.  iIn  iparticular,  iKenya  ihas  ia  

irigid  ijudicial  isystem  iwith  ia  ilarge  inumber  iof  ipending  icases  iwhich  imay  ihinder  

itimely  itransfer  iof  ipledge  iand  imost  iMFI  iborrowers  imay  inot  ieven  ihave  i“that  ismall  

icollateral”.  iAnother  ibenefit  iof  iindividual  ilending  iis  ithat  iit  ispares  iborrowers  ithe  

inegative  ieffects  isuch  ias  itime  ispent  iin  igroup  imeetings  iand  iloss  iof  iprivacy  iwhen  
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ithey  idiscuss  itheir  ifinancial  isituation  iand  iinvestment  iprojects  iwith  ithe  ipeers  iwho  

icould  ioppose  isuch  iprojects  i(Maria,  i2009)  iin  ithe  iprocess  iimpeding  itheir  

iindividual  igrowth  i(Gine  i&  iKarlan,  i2010). 

Given  ithe  istrong  iarguments  iadvanced  iin  ifavour  iof  iboth  iindividual  iand  

igroup  ilending,  iMFIs  ifind  iit  iconfusing  imaking  ia  ichoice  ibetween  ithe  itwo  ilending  

iprograms.  iWe  ibelieve  ithat  ithe  ichoice  ishould  ibe  iinformed,  iin  iprinciple,  iby  ieach  

ifirm's  iphilosophical  iorientation.  iThe  iprovision  iof  imicrocredit  iservices  ihas  ibeen  

iexplained  iby  ithree  iphilosophical  iarguments  i(Armendariz  i&  iMorduch,  i2000). 

First  iis  ithe  iinstitutional  iapproach,  iwhich  iargues  ithat  iinstitutional  

isustainability  iis  iparamount  iso  ithat  iMFIs  ishould  ibe  iable  ito  icover  itheir  ioperating  

iand  ifinancing  icosts  iwith  iprogram  irevenue.  iThe  iopposing  iview  iis  ithe  iwelfare  

iapproach,  iwhich  iargues  ithat  iMFIs  ican  iattain  isustainability  iwithout  iachieving  

ifinancial  iself-sufficiency.  iThen  ithere  iis  ithe  imiddle  iground  iview,  iknown  ias  ithe  

iwin-win  iapproach,  iwhich  iargues  ifor  ibalancing  ithe  igoals  iof  ipoverty  ialleviation  

iand  ifinancial  iself-sustainability.  iHowever,  iHermes  iand  iLensink  i(2009)  ihave  

iobserved  ithat  ia  imajority  iof  iMFIs  iare  inow  ifocusing  ion  ifinancial  isustainability  

iand  iefficiency  i(the  iinstitutional  iapproach)  idue  ito  iincreasing  icompetition.  iGiven  

ithis  iobservation,  iit  ican  ibe  iargued  ithat  ithe  irisk  iof  idelinquency  ishould  iplay  ia  ikey  

irole  iin  iinforming  ithe  ipreference  ifor  ieither  igroup  ilending  ior  ipersonal  ilending  iby  

iMFIs.  iEmpirical  iinvestigations  ihave  ipointed  iout  ia  inumber  iof  ifactors  ithat  imay  

iaffect  ithe  ilikelihood  iof  idelinquency  ion  imicrocredit  iobligations.  iMokhtar  iet  ial.  

i(2009)  ifound  ithat  itraining  igiven  ito  iborrower,  ithe  iloan  iamount  iadvanced  iand  iage  

iare  isignificant  ifactors  iaffecting  iloan  idefault  iin  iMalaysia.  iSimilarly,  iLaure  iand  

iBaptiste  i(2007)  ifound  iloan  iamount  ito  ibe  ia  isignificant  ivariable  iaffecting  idefault  

iin  imicrocredit  iprograms.  iThe  iinterest  irate  ihas  ialso  ibeen  ifound  ito  ibe  ian  iimportant  

© University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



16 

 

ifactor  iaffecting  imicrocredit  iloan  idelinquency  i(Warui,  i2012,  iPereira  i&  iMourao,  

i2012). 

A  ikey  ifeature  iof  iRural  iBanks  ithat  iis  ioften  ilinked  ito  idelinquency  irisk  iis  ithe  

ifrequent  icollection  iof  iloan  iinstalments.  iAccording  ito  iField  iand  iPande  i(2008),  

ifrequent  irepayments  ihelps  ithem  iform  ia  ihabit  iof  isaving  i(this  ifacilitates  iloan  

irepayment),  iand  iimproves  itheir  itrust  iin  iloan  iofficers  iand  itheir  iwillingness  ito  istay  

ion  itrack  iwith  irepayments.  iHowever,  ifrequent  irepayments  iincrease  itransaction  

icosts  iand  iincrease  idefault  irisk  iwhen  iclients  igraduate  ito  ilarger  iloans  isince  ithis  

iincreases  ithe  iamount  iof  itheir  icash  ioutlays.  iDefault  irisk  ihas  ialso  ibeen  ifound  ito  

iincrease  iwhen  iloan  iofficers  ifail  ito  iundertake  itheir  ikey  iroles  i–  iscreening  iand  

iencouraging  iclients,  iand  itraining  ithem  ion  ifinancial  idiscipline  i–  iproperly  i(Dixon  

iet  ial.,  i2007).  i 

Another  ifactor  ithat  iinfluences  idelinquency  irisk  iis  igender.  iStudies  ihave  

ishown  ithat  iwomen  ioften  idemonstrate  istronger  iwillingness  ito  ipay  ithan  imen  

i(Armendariz  i&  iMorduch,  i2007,  iPhillips  i&  iBhatia-Panthaki,  i2007)  ilargely  

ibecause  ithey  ihave  ilower  icredit  iopportunities  ithan  imen  iand  ihence  imust  irepay  

itheir  iloans  ito  iensure  icontinued  iaccess  ito  icredit  iand  iare  ieasier  ito  imonitor  isince  

ithey  itend  ito  istay  icloser  ito  itheir  ihomes  ithan  imen. 

Warui  i(2012)  idocuments  ian  iincreasing  itrend  iin  ilevel  iof  iloan  idelinquency  

iamong  iMFIs  iin  iKenya.  iThis  imay  ibe  ia  ipointer  ito  iincreased  iineffectiveness  iof  ithe  

iinstitutions’  ivarious  ilending  iprograms.  iAlthough  imany  istudies  i(e.g.,  iGuttman,  

i2007,  iDixon  iet  ial.,  i2007,  iAniket,  i2011  i&  iAl-Azzam  iet  ial.,  i2011)  ihave  ianalysed  

ithe  ipros  iand  icons  iof  igroup  iand  iindividual  ilending,  idata  isets  iare  ioften  iinsufficient  

ito  idraw  imeaningful  iinferences  iabout  ithe  imost  isuitable  imicrocredit  iprogram.  i 
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Group  iLending  iSchemes  iand  iGender  iDevelopment 

Globally,  imicrocredit  ihas  irisen  ito  iprominence  iat  ia  irapid  ispeed  iafter  iits  

ilarge-scale  isuccess  iin  ithe  i1970s  iin  iBangladesh  iwith  iGrameen  iBank.  iIts  icentral  

iidea  iis  ithat  itraditional  ibanks  ifind  ithe  ipoor  itoo  icostly  ito  iserve  idue  ito  itheir  ilack  iof  

isteady  iincome  iand  icollateral.  iSmall  iamounts  iof  iaffordable  icredit  iprovided  iby  

imicrofinance  iinstitutions  iare  iassumed  ito  igive  ithe  ipoor  ian  iopportunity  ito  idevelop  

ismall  ibusinesses  iand  ilift  ithemselves  iout  iof  ipoverty.  i 

Microfinance  iis  ilargely  idirected  iat  iwomen  iborrowers,  idue  ito  iboth  isocial  

iand  ifinancial  iconsiderations.  iPoor  iwomen  iare  igenerally  ithe  imost  idisadvantaged  

isocial  igroup  iin  ithe  icontext  iof  icredit  iavailability.  iAlso,  ithey  idirect  imore  iof  itheir  

iincome  itowards  iimproving  ilife  ifor  itheir  iwhole  ifamily  icompared  ito  imen,  iwhich  

itranslates  iinto  istronger  ioverall  isocial  iimpact.  iIn  iaddition,  imicrofinance  iis  

icommonly  iseen  ias  ia  iway  ito  iempower  iwomen  iwithin  itheir  ifamilies  iand  

icommunities. 

In  ithe  ifinancial  iaspect,  iit  ihas  ibeen  ishown  ithat  iwomen  irepayment  irate  iis  

ihigher  ithan  imen,  iand  ithey  iare  itherefore  imore  itrustworthy  icustomers  ifor  

imicrofinance  iinstitutions  i(Cheston  i&  iKuhn,  i2002).  iOne  iof  ithe  iprominent  

icharacteristics  iof  ithe  iGrameen  iBank  iwas  ithe  iuse  iof  igroup  ilending,  iwhich  ihas  

ibeen  icelebrated  ias  ia  imajor  iinnovation  i(Sengupta  i&  iAubuchon,  i2008),  ienabling  

iborrowers  ito  iborrow  iwithout  imaterial  icollateral.  iIn  ithat  imodel,  igroups  iof  

iapproximately  ifive  ipeople  iare  iformed  ivoluntarily  iand  ithe  imembers  iare  igiven  

iloans  iin  ia  iconsecutive  iorder.  iHaving  iaccepted  ithe  ibank  irules,  ithe  ifirst  itwo  igroup  

imembers  ireceive  ia  iloan.  iIf  ithey  isuccessfully  irepay  itheir  iloans  ifour  ito  isix  iweeks  

ilater,  ithe  inext  itwo  ireceive  iloans;  iafter  ianother  ifour  ito  isix  iweeks,  ithe  ilast  iperson  iis  

ioffered  ia  iloan  i(Sengupta  i&  iAubuchon,  i2008).  i 
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A  ivery  iimportant  iaspect  iof  ithe  imodel  iis  ijoint  iliability,  iwhich  iimplies  ithat  

iif  ione  imember  iof  ithe  igroup  idoes  inot  irepay,  iothers  ihave  ito  ipay  ifor  iher,  ior  

iotherwise  iall  iwill  ibe  idenied  ifurther  ifinancing  i(although  ioriginally  ionly  ithe  ilatter  

iclause  iwas  iused  iby  iGrameen  iBank)  i(Armendariz  i&  iMorduch  i,2010).  iVoluntary  

igroup  iformation  ireduces  ithe  irisks  iof  iadverse  iselection  iand  ijoint  iliability  

idecreases  imoral  ihazard  ithrough  ipeer  imonitoring,  ias  igroup  imembers  iare  

iinterested  iin  ihaving  iothers  irepay  ion  itime.  iThe  igroup  iis  ialso  ia  ipart  iof  ia  ilarger  

ivillage  igroup  iand  irepayments  iare  imade  ipublic  ifor  ieveryone,  iwhich  isignificantly  

iadds  isocial  ipressure  ito  irepay.  iThus,  ithe  imodel  ilargely  irests  ion  iusing  ilocal  

iinformation,  ipeer  isupport  iand  ipeer  ipressure  i(Armendariz  i&  iMorduch,  i2010),  

iexploiting  isocial  icapital  iin  ithe  icommunity  i(Zephyr  i&  iYunus,  i2004).  i 

On  ithe  ibackground  ion  iits  irapid  iexpansion,  ia  inumber  iof  iproblems  ihave  

ibeen  ivoiced  iin  irelation  iwith  imicrofinance  iand  igroup  ilending.  iFirstly,  iempirical  

istudies  ihave  ihad  imixed  iresults  ias  ito  iits  isocioeconomic  iimpact  ion  ithe  iborrowers  

i(Armendariz  i&  iMorduch  i2010).  iIn  ifact,  imany  ihave  ibeen  iconcerned  iwith  ithe  

ipoor  ientering  ia  icircle  iof  idebt  ias  ia  iresult  iof  imicrofinance  iprograms,  iand  isuffering  

inegative  isocial  iimpacts  iwithin  itheir  ifamilies  iand  icommunities.  iAlso,  ithe  ireal  

ieffect  iof  imicrofinance  ion  iwomen’s  iempowerment  iis  iquestioned.  iFurther,  ithe  

istrong  ishift  ifrom  isubsidized  inon-profit  imicrocredit  ito  ifor-profit  imicrofinance  

iinstitutions  ihas  ibeen  iviewed  iwith  icriticism,  ias  itheir  iinterest  irates  iare  ioften  ivery  

ihigh  i–  ialong  iwith  itheir  isteep  iprofits  i(Armendariz  i&  iMorduch  i2010,  iBateman  

i2010,  iDichter  i&  iHarper  i2007).  iThe  imodel  iof  igroup  ilending  ihas  ialso  iattracted  

icriticism  iin  iconnection  iwith  iits  ireliance  ion  isocial  icapital,  iwhich  imay  inot  ialways  

iwork  ias  iplanned,  iand  ivaries  igreatly  ibetween  idifferent  iregions  iand  icontexts.  iThis  

iwill  ibe  idiscussed  ifurther  iin  ithe  inext  isection.  i 
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International  idevelopment  ipractitioners,  igovernments,  ischolars,  iand  

iother  idevelopment  iexperts  ihave  ipaid  imuch  iattention  ito  imicrofinance  ias  ia  

istrategy  icapable  iof  ireaching  iwomen  iand  iinvolving  ithem  iin  ithe  idevelopment  

iprocess.  iThe  imicrofinance  iindustry  ihas  imade  igreat  istrides  itoward  iidentifying  

ibarriers  ito  iwomen’s  iaccess  ito  ifinancial  iservices  iand  ideveloping  iways  ito  

iovercome  ithose  ibarriers.  i 

A  i2001  isurvey  iby  ithe  iSpecial  iUnit  ion  iMicrofinance  iof  ithe  iUnited  iNations  

iCapital  iDevelopment  iFund  i(SUM/UNCDF)  iof  i29  imicrofinance  iinstitutions  

irevealed  ithat  iapproximately  i60  ipercent  iof  ithese  iinstitutions’  iclients  iwere  

iwomen.  iSix  iof  ithe  i29  ifocused  ientirely  ion  iwomen.  iAmong  ithe  iremaining  i23  

imixed-sex  iprograms,  i52  ipercent  iof  iclients  iwere  iwomen.  iThe  istudy  ialso  ishowed,  

ihowever,  ithat  ithose  iprograms  ioffering  ionly  iindividual  iloans  ior  irelatively  ihigh  

iminimum  iloan  iamounts  itend  ito  ihave  ilower  ipercentages  iof  iwomen  iclients.  iThese  

ifindings  iaffirm  ithe  iimportance  iof  idesigning  iappropriate  iproducts  ifor  iwomen  

i(Washington  iD.C.:  iWorld  iBank,  i1995). 

According  ito  iUSAID’s  iannual  iMicroenterprise  iResults  iReport  ifor  i2000,  

iapproximately  i70  ipercent  iof  iUSAID-supported  iMFIs’  iclients  iwere  iwomen.  

iConsiderable  ivariation  iamong  ithe  iregions  iwas  iseen,  ihowever,  iwith  ipercentages  

iof  iwomen  iclients  iranging  ifrom  i27  ipercent  iin  ithe  iNear  iEast  ito  i87  ipercent  iin  iAsia.  

iIn  iEastern  iEurope,  iwhere  iUSAID  ihas  itraditionally  isupported  iindividual-lending  

iprograms,  ithe  ipercentage  iof  iwomen  iclients  idropped  ias  ilow  ias  i48  ipercent  iin  i1999  

ibefore  irising  ito  i54  ipercent  iin  i2000,  iwhen  iUSAID  ibegan  ito  isupport  imore  igroup-

lending  iprograms  ioffering  ismaller  iloans.  i 

Although  ithe  iUNCDF  istudy  ifound  ithat  ilarger  iprograms  itend  ito  ihave  

ilower  ipercentages  iof  iwomen  iclients,  idata  icollected  iby  ithe  iMicrocredit  iSummit  
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iCampaign  ifound  ino  isignificant  icorrelation  ibetween  ithe  inumber  iof  ivery  ipoor  

iclients  iserved  iby  ieach  iinstitution  iand  ithe  ipercentage  iof  ithose  iclients  iwho  iwere  

iwomen.  iMicrofinance  iinstitutions  iaround  ithe  iworld  ihave  ibeen  iquite  icreative  iin  

ideveloping  iproducts  iand  iservices  ithat  iavoid  ibarriers  ithat  ihave  itraditionally  ikept  

iwomen  ifrom  iaccessing  iformal  ifinancial  iservices  isuch  ias  icollateral  irequirements,  

isalaried  iguarantor  irequirements,  idocumentation  irequirements,  icultural  ibarriers,  

ilimited  imobility,  iand  iliteracy  irequirement  i(Hull,  iCanada:  iCIDA,  i1995).  i 

Nevertheless,  iin  ia  inumber  iof  icountries  iand  iareas  ifew  ior  ino  iinstitutions  

ioffer  ifinancial  iservices  iunder  iterms  iand  iconditions  ithat  iare  ifavourable  ito  iwomen  

i(Susy  iet  ial,  i2002).  iTogether,  ithese  ifindings  iconfirm  ithat  ithe  itype  iof  iproducts  

ioffered,  itheir  iconditions  iof  iaccess,  iand  ithe  idistribution  iof  ian  iinstitution’s  

iportfolio  iamong  idifferent  iproducts  iand  iservices  iaffect  iwomen’s  iaccess  ito  

ifinancial  iservices.  iThey  ialso  isuggest  ithat  imuch  imore  ican  ibe  idone  ito  iserve  ipoor  

iwomen  iin  icertain  icultural  iand  ieconomic  icontexts.  iResearch  idone  iby  iUNDP,  

iUNIFEM,  iand  ithe  iWorld  iBank,  iamong  iothers,  iindicates  ithat  igender  iinequalities  

iin  ideveloping  isocieties  iinhibit  ieconomic  igrowth  iand  idevelopment  i(Susy  iet  ial,  

i2002). 

For  iexample,  ia  irecent  iWorld  iBank  ireport  iconfirms  ithat  isocieties  ithat  

idiscriminate  ion  ithe  ibasis  iof  igender  ipay  ithe  icost  iof  igreater  ipoverty,  islower  

ieconomic  igrowth,  iweaker  igovernance,  iand  ia  ilower  iliving  istandard  iof  itheir  

ipeople  i(Washington  iD.C.:  iWorld  iBank,  i1995).  iThe  iUNDP  ifound  ia  ivery  istrong  

icorrelation  ibetween  iits  igender  iempowerment  imeasure  iand  igender-related  

idevelopment  iindices  iand  iits  iHuman  iDevelopment  iIndex.  iOverall,  ievidence  iis  

imounting  ithat  iimproved  igender  iequality  iis  ia  icritical  icomponent  iof  iany  

idevelopment  istrategy  i(Susy  iet  ial,  i2002). 
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Microfinance  ihas  icome  ito  iplay  ia  imajor  irole  iin  imany  iof  ithese  idonors’  

igender  iand  idevelopment  istrategies  ibecause  iof  iits  idirect  irelationship  ito  iboth  

ipoverty  ialleviation  iand  iwomen.  iAs  iCIDA  irecognizes  iin  iits  igender  ipolicy,  

i“Attention  ito  igender  iequality  iis  iessential  ito  isound  idevelopment  ipractice  iand  iat  

ithe  iheart  iof  ieconomic  iand  isocial  iprogress.  iDevelopment  iresults  icannot  ibe  

imaximized  iand  isustained  iwithout  iexplicit  iattention  ito  ithe  idifferent  ineeds  iand  

iinterests  iof  iwomen  iand  imen.”  i(CIDA’s  iPolicy  ion  iGender  iEquality,  i2011).  iAs  

ipart  iof  iits  ipoverty  ireduction  ipriority,  iCIDA  isupports  iprograms  ithat  iprovide  

i“increased  iaccess  ito  iproductive  iassets  i(especially  iland,  icapital,  iand  icredit),  

iprocessing,  iand  imarketing  ifor  iwomen.”  iBy  igiving  iwomen  iaccess  ito  iworking  

icapital  iand  itraining,  imicrofinance  ihelp  imobilizes  iwomen’s  iproductive  icapacity  

ito  ialleviate  ipoverty  iand  imaximize  ieconomic  ioutput.  iIn  ithis  icase,  iwomen’s  

ientitlement  ito  ifinancial  iservices,  idevelopment  iaid,  iand  iequal  irights  irests  

iprimarily  ion  itheir  ipotential  icontribution  ito  isociety  irather  ithan  ion  itheir  iintrinsic  

irights  ias  ihuman  ibeings  iand  imembers  iof  ithat  isociety  i(CIDA’s  iPolicy  ion  iGender  

iEquality,  i2011).  iIt  iis  igenerally  iaccepted  ithat  iwomen  iare  idisproportionately  

irepresented  iamong  ithe  iworld’s  ipoorest  ipeople.  iIn  iits  i1995  iHuman  iDevelopment  

iReport,  ithe  iUNDP  ireported  ithat  i70  ipercent  iof  ithe  i1.3  ibillion  ipeople  iliving  ion  iless  

ithan  i$1  iper  iday  iare  iwomen  i(UNDP,  i1995  iHuman  idevelopment  iReport). 

According  ito  ithe  iWorld  iBank’s  igender  istatistics  idatabase,  iwomen  ihave  ia  

ihigher  iunemployment  irate  ithan  imen  iin  ivirtually  ievery  icountry  i(World  iBank,  

igenderstats.worldbank.org).  iIn  igeneral,  iwomen  ialso  imake  iup  ithe  imajority  iof  ithe  

ilower  ipaid,  iunorganized  iinformal  isector  iof  imost  ieconomies.  iThese  istatistics  iare  

iused  ito  ijustify  igiving  ipriority  ito  iincreasing  iwomen’s  iaccess  ito  ifinancial  iservices  

ion  ithe  igrounds  ithat  iwomen  iare  irelatively  imore  idisadvantaged  ithan  imen. 
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Although  imany  ischolars  iand  idevelopment  iagencies  ihave  inoted  ian   

iapparent  itrend  itoward  ithe  i“feminization  iof  ipoverty,”  imeasuring  ithe  iextent  ito  

iwhich  ithis  iis  ioccurring  ipresents  imany  ichallenges.  iBecause  imost  imethods  iof  

imeasuring  ipoverty  iassess  ithe  ilevel  iof  ipoverty  iof  ithe  ihousehold  ias  ia  iwhole,  iit  iis  

ilikely  ithat  ipoverty  iexperienced  iby  iwomen  ias  ia  iresult  iof  idiscrimination  iagainst  

ithem  iwithin  itheir  ihouseholds  iis  iunderreported  ito  ia  igreat  iextent  i(Susy,  i2002).  iIn  

iaddition,  iBaden  iand  iMilward  inoted  ithat  i“Although  iwomen  iare  inot  ialways  ipoorer  

ithan  imen,  ibecause  iof  ithe  iweaker  ibasis  iof  itheir  ientitlements,  ithey  iare  igenerally  

imore  ivulnerable  iand,  ionce  ipoor,  imay  ihave  iless  ioption  iin  iterms  iof  iescape.”  

i(Baden  i&  iMilward,  i1995).  iBy  iproviding  iaccess  ito  ifinancing  ifor  iincome-

generating  iactivities,  imicrofinance  iinstitutions  ican  isignificantly  ireduce  

iwomen’s  ivulnerability  ito  ipoverty.  iA  ireduction  iin  iwomen’s  ivulnerability  ican   

isometimes  ialso  itranslate  iinto  iempowerment  iif  igreater  ifinancial  isecurity  iallows  

ithe  iwomen  ito  ibecome  imore  iassertive  iin  ihousehold  iand  icommunity  iaffairs  i(Susy,  

i2002). 

Several  iarguments  ihave  ibeen  imade  ifor  iand  iagainst  itargeting  iwomen  ion  

ithe  igrounds  iof  iefficiency  iand  isustainability.  iProponents  iof  itargeting  iwomen  ion  

ithe  igrounds  iof  isustainability  icite  iwomen’s  irepayment  irecords  iand  

icooperativeness  i(Susy,  i2002).  iA  icollective  iwisdom  ihas  iemerged  ithat  iwomen’s  

irepayment  irates  iare  itypically  ifar  isuperior  ito  ithose  iof  imen.  iLower  iarrears  iand  iloan  

iloss  irates  ihave  ian  iimportant  ieffect  ion  ithe  iefficiency  iand  isustainability  iof  ithe  

iinstitution.  iMany  iprograms  ihave  ialso  ifound  iwomen  ito  ibe  imore  icooperative  iand  

iprefer  ito  iwork  iwith  ithem  ifor  ithat  ireason  ias  iwell.  iThe  iexperience  iof  iSinapi  iAba  

iTrust,  iOpportunity  iInternational  ipartner’s  iin  iGhana,  idemonstrates  ia  iclear  

idifference  iin  imen  iand  iwomen’s  irepayment  irecords  iin  iits  iTrust  iBank  iprogram,  ia  
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igroup-lending  imethodology  isimilar  ito  ivillage  ibanking  i(Mike,  i2000).  iIn  ispite  iof  

ithe  ilarge  inumber  iof  iinstitutions  iserving  iexclusively  ior  ipredominantly  iwomen  

iwhile  imaintaining  ihigh  ilevels  iof  ifinancial  isustainability,  isome  ipeople  iargue  ithat  

iinstitutions  ithat  iplace  ia  ipriority  ion  iserving  iwomen  ialso  ihave  ia  itendency  ito  iplace  

isocial  igoals  iahead  iof  iefficiency,  ileading  ito  ipoorer  ifinancial  iperformance.  i 

Based  ion  ihis  iexperience  iat  iMicro  iRate,  iDamian  ivon  iStauffenberg  ioffers  

ione  ihypothesis  ialong  ithese  ilines:  i“In  iour  iexperience,  ion  iaverage  i60–70%  iof  

iborrowers  iof  iMFIs  iare  ifemale.  iWe  isometimes  isee  ihigher  ipercentages  iof  iwomen  

iborrowers  ibut  iin  ithose  icases  iportfolio  iquality  itends  ito  isuffer.  iWhy  ithis  iis  iso  ibeing  

inot  ientirely  iclear,  ibut  ione  ihypothesis  iis  ithat  iMFIs  iwhich  iconcentrate  iexclusively  

ion  iwomen  imay  iplace  iideological  igoals  iahead  iof  itechnical  icompetence  i(Susy,  

i2002). 

Although  iit  iis  itrue  ithat  isome  isocially  idriven  iinstitutions  imay  ichoose  ito  

ioffer  iadditional  isocial  iservices  ito  itheir  iclients  iwho  imay  imake  ithem  iless  

iprofitable  ithan  ithose  iinstitutions  ifocusing  isolely  ion  iprofitable  ifinancial  iservice  

idelivery,  ithere  iappears  ito  ibe  ino  ireason  ithat  iportfolio  iquality  ishould  ihave  ito  isuffer  

ior  ithat  isocial  iobjectives  iand  itechnical  icompetence  icannot  igo  ihand  iin  ihand.  iIn  

ifact,  ia  ideeper  iunderstanding  iof  ithe  isocial  icontext  iand  iforces  iin  iwhich  

imicrofinance  ioperates  ican  iallow  ifor  imore  ieffective  irisk  imanagement  iand  imore  

iappropriate  iproduct  iand  iprocess  idesign  ithat  imay  iimprove  iportfolio  iquality  iin  ithe  

ilong  irun  i(Susy,  i2002).  iIn  iits  isurvey,  ihowever,  iSUM/UNCDF  idid  inot  ifind  iany  

iclear  icorrelation  ibetween  ioutreach  ito  iwomen  iand  ifinancial  iself-sufficiency.  iThe  

ireport  istates,  i“If  ianything,  iin  ithis  ivery  ilimited  ipool,  ithe  iinstitutions  iwith  ihigher  

ilevels  iof  iself-sufficiency  iserved  iproportionally  imore  iwomen  ithan  iinstitutions  

iless  iself-sufficient.”  i(Deshpanda,  i2001).  iA  irelated  ibelief  iis  ithat  igroup-lending  
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iprograms  ithat  ireach  iwomen  iand  ipoorer  iclients  iare  iless  isustainable  ithan  

iinstitutions  ireaching  ihigher-level  iclients  iwith  iindividual  iloans,  iyet  ithis  iconcern  

ihas  ibeen  ithoroughly  iaddressed  iby  iGary  iWoller  iin  ihis  icomparative  ianalysis  iof  

ivillage  ibanking  iinstitutions  iand  iindividual  ilending  iinstitutions  ifor  ithe  iMicro-

Banking  iBulletin.  iHis  iconclusion  iis  ithat  ithe  ianswer  ito  ithe  iquestion  i‘Can  ivillage  

ibanking  iinstitutions  ibecome  iself-sufficient?’  iis  i‘Yes!’  iNot  ionly  ithat,  iVBIs  

i[village  ibanking  iinstitutions]  ican  ireach  ilevels  iof  iself-sufficiency  iachieved  iby  

isolidarity  igroup  iand  iindividual  ilenders”  i(Gary  iWoller,  i2000).  i 

Programs  ithat  iserve  ia  isignificant  inumber  iof  imen  iare  imore  ilikely  ito  iuse  

imethodologies  ithat  irequire  icollateral  iand  imore  iextensive  imonitoring  iprocedures  

ito  ihelp  ireduce  ithe  irisk  iof  idefault,  iwhile  iprograms  idesigned  ito  iserve  iprimarily  

iwomen  itend  ito  ireplace  iformal  imonitoring  iprocedures  iwith  isocial  iguarantees  

i(Susy,  i2002).  iGenerally,  iMFIs  iare  iable  ito  ibalance  icostlier  iprocedures  iwith  ilarger  

iloans,  iwhile  imany  iinstitutions  itargeting  iwomen  ihave  irelied  ion  iclient  icapacity  ifor  

iself-monitoring  iand  icooperation  ito  ireach  iout  ito  iwomen  iwho  iotherwise  imight  

ihave  ibeen  iexcluded  ibecause  iof  ithe  ismall  iamount  iof  icapital  ithey  irequire. 

Advantages  iof  igroup  iLending 

  iIn  igroup-based  ilending  iprograms,  imonitoring,  iscreening  iand  ithe  

ienforcement  iof  ipayment  iare  itransferred  ifrom  icredit  iagents  ito  imembers  iof  ithe  

igroup.  iThe  ifinancial  iintermediary  ireduces  irecurrent  ilending  itransaction  icosts  iby  

ireplacing  ia  imultiple  iof  ismall  iloans  ito  iindividuals  iwith  ia  ilarge  igroup  iloan  i(Bhatt  

i&  iAdams  i1988).  iStiglitz  iand  iVarian  i(1990)  iargued  ithat  ithe  iinvolvement  iof  

iclients  iin  ithe  iscreening  iof  iloan  iapplication  iand  imonitoring  iof  iborrowers  ienable  

igroup  imembers  ito  iutilize,  iat  ia  ilower  icost,  itheir  iinformation  iregarding  ithe  

ireputation,  iindebtedness  iand  iwealth  iof  ithe  iloan  iapplicant  iand  iabout  ihis  ior  iher  
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iefforts  ito  iensure  ithe  irepayment  iof  ithe  iloan  ithan  iwhen  iit  iis  ithan  isolely  iby  ithe  

iMFIs. 

Zeller  i(1994)  irevealed  ithat  ithe  iindebtedness  iof  ipeers  iin  ithe  iformal  imarket  

iserves  ias  ia  imajor  ideterminant  iof  icredit  irationing  ifor  imembers  iof  iformal  igroup  

iand  iinformal  ilenders.  iThis  itherefor  imake  igroup  imembers  istress  isensitive  

iinformation  ithe  isame  ias  iinformal  ilenders.  iFurthermore,  igroup  imay  ialso  ihave  ia  

icomparative  iadvantage  iin  ienforcement  iof  iloan  irepayment.  iIn  iaddition,  imost  

irural  icommunities  iin  ideveloping  icountries  ilike  iGhana  ihave  ilimited  ilegal  isystems  

iin  irural  iareas.  iThis  itherefor  igives  iformal  ilenders  ilimited  ioptions  ito  iensure  ithat  

iborrowers  ifailing  ito  ipay  irepay  iback  iloans.  iMFIs  iagents  ithat  ido  inot  ilive  iwithin  ithe  

isame  ivicinity  iwith  iborrowers  ihave  ilittle  ileverage  iand  iperhaps  ialso  ilittle  iincentive  

iin  iactually  igoing  ito  ia  ivillage  iand  iseizing  icollateral. 

Group  imembers  ican  ieasily  iemploy  isocial  isanctions  ior  iseize  iphysical  

icollateral  ifrom  ithe  idefaulters  i(Besley  i&  iCoate,  i1995).  iGroup  imembers  ialso  

iappear  ito  ibe  iin  ia  imuch  ibetter  iposition  ito  iassess  ithe  ireasons  ifor  imember’s  idefault,  

iand  ito  ioffer  iinsurance  iservices  iand  iassistance  ito  imembers  iwho  iare  iexperiencing  

ishocks  ibeyond  itheir  icontrol. 

A  iresearch  iconducted  iby  iGhatak  iand  ivan  itassel  i(1999)  ishowed  ihow  

igroup  ilending  ican  itake  iadvantage  iof  ithe  iinside  iinformation  ithat  ionly  iborrowers  

ihave  iabout  ieach  iother  ito  idraw  iin  irelatively  isafer  iborrowers  iand  ithus  imitigate  ithe  

iproblem  iof  iadverse  iselection.  iA  istudy  iby  iVarian  i(1990)  irevealed  ithat  iborrowers  

iin  igroup  imutually  imonitor  ieach  iother’s  iprojects  ito  iensure  ithe  isuccess  iof  ifinanced  

iprojects,  iwhiles  iStiglitz  i(1990)  ishowed  ithat  imonitoring  iin  igroup  ilending  ihelps  

ialleviates  ithe  imoral  ihazard  iissues  iinvolved  iin  ilending  ito  iclients  iwith  ino  

icollateral. 
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A  istudy  iconducted  iby  iBanerjee,  iBesley,  iand  iGuinnane  i(1994)  irevealed  

ithat  iin  igroup-based  ilending  imembers  iare  iheld  iresponsible  ifor  irepaying  ithe  

idefaulting  imembers’  iloans.  iThis  itherefore  imakes  ithe  iburden  iof  imoral  ihazard  

iproblem  ibetween  iborrowers  iand  ithe  ilenders  ifalls  ion  imembers.  iThe  istudy  ialso  

ishowed  ithat  iwith  ian  iincreasing  icost  iof  imonitoring,  ia  igroup  imonitored  ican  

iimpose  ihigh  ipenalties  ion  ithe  iborrowing  imember  icreating  istronger  iincentive  ifor  

ichoosing  ia  isafer  iproject.  i 

Disadvantages  iof  igroup  ilending 

Group  ilending  idespite  iits  inumerous  iadvantages  ihave  isome  iproblems  

iassociated  iwith  iit  ias  ia  ipractice  iby  iMFIs.  iSavita  i(2007)  iargues  ithat  igroup  ilending  

iassociated  iwith  iadditional  icost  iincluding  igroup  iformation  icost,  itraining  

iborrowers  ion  igroup  iprocedures,  ihigh  idegree  iof  isupervision  iand  ia  ihigh  idegree  iof  

iinstalment  ipayments.  iThese  icost  iincreases  iinterest  irate  iof  isuch  iloans  ileading  ito  

ienhance  ipayment  irisk.  iOther  iresearchers  iargue  ithat  ijoint  iliability  iin  igroup  

ilending  ipenalizes  igood  icredit  irisk  icustomers  i(Gine  i&  iKarlan,  i2010),  ithis  icould  

ihinder  ioptimal  iutilization  iof  iborrowed  ifunds  iby  iclients  i(Madajewicz,  i2003)  iand  

imight  ihave  ijeopardize  irepayment  isince  ithe  iincentive  iof  ifuture  icredit  iis  ino  ilonger  

ipresent  iin  ithe  ievent  ithat  ione  imember  ifails  ito  ipay  i(Besley  i&  iCoate,  i1995). 

Besley  iand  iCoate  i(1995)  ifocused  ion  igroup  ilending  iunder  ilimited  icontract  

ienforcement  iand  ithe  ithreat  iof  iseizure  iof  iassets  iand  isocial  isanctions.  iWithout  ithe  

ithreat  iof  isocial  isanctions,  igroup  ilending  imay  iadd  ilittle  iif  iany  isuperiority  iover  

iindividual  ilending.  iAccording  ito  iArmendariz  iand  iMorduch  i(2006)  igroup  ibase  

ilending  ican  iinduce  imoral  ihazards  ior  imore  irisk-taking  ibehaviour  iinstead  iof  

ireducing  iit.  iMoreover,  iimproving  ithe  iinformation  iflow  ibetween  imembers  ican  

imake  imatters  ieven  iworse.  iGine  iet  ial.  i(2011)  iexamine  itwo  iperiods  iof  imass  
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idefaults  iin  iSouthern  iIndia  iand  iconcluded  ithat  istrict  iadherence  ito  ijoint  iliability  

iled  istrategic  idefault. 

Also,  ibad  iclients  ican  i“free  iride”  ioff  igood  iclients  icausing  idefault  irates  ito  

irise.  iIn  iother  iwords,  ia  iclient  idoes  inot  irepay  ithe  iloan  ibecause  ishe  ibelieves  ithat  

ianother  iclient  iwill  ipay  iit  ifor  iher,  iand  ithe  ibank  iis  inear  iindifferent  ibecause  iit  istill  

igets  iits  imoney  iback.  iGroup  iliability  iis  icostly  ifor  iclients  ithat  iare  igood  irisk  itakers  

ibecause  ithey  iare  ioften  irequired  ito  irepay  ithe  iloans  iof  itheir  ipeers.  iThis  imay  ilead  ito  

ihigher  idropout  iand  imore  idifficulty  iin  iattracting  inew  iclients.  iFinally,  ias  igroups  

imature,  iclients  itypically  idiverge  iin  itheir  idemand  ifor  icredit  i(Ghatak  i&  iGuinnane,  

i1999). 

According  ito  iSusy  i(2002),  ithe  ishift  ifrom  iindividual  iliability  iloans  ito  

igroup  iliability  ihas  iaccelerated  ias  ithe  imicrofinance  icommunity  ilearns  iabout  isome  

iof  ithe  ipitfalls  iof  iindividual  iliability  ilending.  iDespite  ithis,  igroup  iliability  ilending  

iis  ialso  icharacterized  iwith  ia  imyriad  iof  ichallenges.  iClients  idislike  ithe  itension  

icaused  iby  igroup  iliability.  iExcessive  itension  iamong  imembers  iis  inot  ionly  

iresponsible  ifor  ivoluntary  idropouts  ibut  iworse  istill,  ican  ialso  iharm  isocial  icapital  

iamong  imembers  iwhich  iis  iparticularly  iimportant  ifor  ithe  iexistence  iof  isafety  inets.  i 

More  iimportantly,  ithe  isituation  iof  ithe  iwomen  igroups  iworking  iwith  ithe  

iBonzali  iRural  iBank  iin  iTamale  iis  iunknown;  iand  ithis  iis  ia  ireason  ibehind  ithe  idesire  

ito  icarry  iout  ithis  istudy. 

Empirical  iReview 

Wydick  i(1999)  ianalysed  ithe  ieffects  iof  ipeer  imonitoring,  igroup  ipressure  

iand  isocial  ities  ion  ithe  iprovision  iof  iintra-group  iinsurance,  imitigation  iof  imoral  

ihazard  iwithin  iborrowing  igroups,  iand  igroup  irepayment  iperformance.  iThe  istudy  

irevealed  ithat  ineither  isocial  ities  inor  igroup  ipressure  ihave  ian  ieffect  ion  irepayment  
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irates  ibut  ion  ithe  iother  ihand  ihe  ifinds  ithat  ipeer  imonitoring  iplays  ia  ipositive  irole.  

iHowever,  iGodquin  i(2004),  iusing  ipower  iof  isocial  ities,  igroup  ihomogeneity,  

isocial  iintermediation,  idynamic  iincentives  iand  iloan  icharacteristics  i(loan  isize  iand  

iloan  iduration)  ion  igroup’s  irepayment  iperformance  irevealed  iotherwise.  iShe  

ilargely  ifound  imixed  iresults  ifor  ithese  ivariables  idepending  ion  iwhether  ishe  iuses  ia  

ipooled  ior  ia  isplit  isample. 

Sharma  iand  iZeller  i(1997)  iendogenously  iformed  igroups  iand  ia  ihigh  

idegree  iof  icredit  irationing  iimprove  irepayment  iperformance.  iHowever  isocial  ities,  

imeasured  ias  ia  iproportion  iof  irelative  imembers  iin  ithe  igroup,  ihad  ia  inegative  iimpact  

ion  irepayment.  iAn  iinvestigation  iwas  icarried  iout  iby  iZeller  i(1998),  ion  ithe  iimpact  

iof  iintragroup  irisk  ipooling  iand  isocial  icohesion  ion  irepayment  irates.  iHis  iresult  

ishows  ithat  ithe  irepayment  irate  iincreases  iwith  imore  idiversification  iin  ithe  igroup’s  

ijoint  iassets  iportfolio  iup  ito  ia  ipoint.  iSocial  icohesion  imeasured  ias  ithe  inumber  iof  

icommon  icharacteristics  iamong  igroup  imembers  ilike  isocial  iclass,  iethnicity,  

ineighbourhood,  ifriendship  iand  ikinship  iwas  ifound  ito  iimprove  ithe  irepayment  

irate. 

A  isurvey  iconducted  iby  iPaxton,  iGraham  iand  iThraen  i(2000),  iusing  ione  

ihundred  iand  iforty  igroups  iin  iBurkina  iFaso,  irevealed  ithat  ithe  idomino  ieffect  iwas  ia  

isignificant  ideterminant  iof  irepayment  iproblems.  iThis  ieffect  imeans  ithat  ias  imore  

imembers  iof  ia  igroup  iexperience  irepayment  iproblems,  ithe  iability  iand  iwillingness  

iof  ithe  iother  imembers  ito  icover  ithe  ifull  irepayment  idiminishes.  iThe  idomino  ieffect  

iwas  iattributed  ito  ithe  imethodology  iused  iin  ithe  idisbursement  iof  iloans.  iLoans  iwere  

iadministered  ito  iindividuals  iin  ia  igroup  ibut  irepayment  iwas  imade  iby  ijoint  iliability  

ias  iwell  ias  isectorial  iliability  i(the  ientire  ivillage  iis  iblocked  ifrom  ifuture  iloans  iupon  

idefault  iby  ia  isingle  igroup). 
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Wenner  i(1995)  iin  ihis  istudy  iused  i25  iCosta  iRican  icredit  igroups  ito  

iexamined  ithe  ideterminants  iof  irepayment  iperformance  iof  ithese  igroups.  iHe  ifound  

ievidence  ithat  ithe  iuse  iof  iinside  iinformation  ion  icharacter  iattributes,  isuch  ias  icredit  

iworthiness  iin  icredit  igroups  ireduces  ithe  iincidence  iof  idefault  iby  iindividuals.  

iRepayment  iperformance  iwas  ibetter  iin  igroups  iengaged  iin  iactive  iscreening  iof  

itheir  imembers.  iAccording  ito  iWenner  ithe  iabove  iconclusion  ishould  ibe  iinterpreted  

iwith  icaution.  iOf  ithe  itwo  imeasures  iof  iscreening  iused,  ionly  ione;  ithe  iexistence  iof  ia  

iwritten  icode  iof  iconduct  isupported  ithis  iconclusion.  iThe  iother  iproxy,  iinformal  

iscreening,  iaccording  ito  ireputation,  isurprisingly  iand  iunexpectedly  iaffected  

idelinquency  iin  ia  ihighly  isignificant,  ipositive  iway.  iThe  iexplanation  icould  ilie  iin  

ithe  ifact  ithat  ithis  iproxy  icaptures  isome  iaspects  iof  isocial  ities.  iWenner’s  ianalysis  

ialso  isuggests  ithat,  isavings  imobilization  iwhich  iact  ias  ia  ikind  iof  iintra-group  

iinsurance,  iand  imore  iisolated  icommunities  iare  ilinked  iwith  ibetter  iperformance. 

A  istudy  iconducted  iby  iSharma  iand  iZeller  i(1997),  iusing  ia  isample  iof  i128  

igroups  iin  iBangladesh,  ialso  iobserved  ithe  ipositive  iimpact  iof  irelatively  iremote  

icommunities.  iIt  iwas  irealized  ithat  ieven  icommunities  iwith  ihigher  ithan  iaverage  

irate  iof  ipoverty  ihad  ia  ipositive  iimpact  ion  irepayment  irates.  iIt  iwas  itherefore  

iconcluded  ithat  ithe  imore  iremote  ia  ivillage,  ithe  iless  ibuoyant  ithe  ilocal  ieconomy  iand  

ithe  iless  ialternative  isource  iof  icredit  iavailable.  iObservations  ireveals  ithat  iinformal  

imutual  iself-help  inetworks  iand  iinsurance  igroups  icreate  ia  igreater  inegative  iimpact  

iof  irepayment  iperformance  iof  igroups  iexamined.  iThe  irepayment  irates  iare  

iespecially  ihigh  iin  igroups  iwhich  iwere  iinitiated  iby  ithe  igroup  imembers  iand  iconsist  

iof  irisk  iadverse  iwomen  iwith  imarginal  iland  iholdings.  iOn  ithe  iother  ihand,  ia  ihigh  

iproportion  iof  irelatives  iwithin  ia  igroup  iand  ihigh  iloan  iamount  ihave  ia  inegative  

iimpact  ion  igroup  iperformance.  iSharma  iand  iZeller  i(1997)  iadded  ithat  ithe  isuccess  
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iof  igroup  ilending  icannot  ijust  ibe  iattributed  ito  iinnovations  ithat  ireduce  ithe  icost  iof  

iscreening,  imonitoring  iand  ienforcing  iloan  icontract,  ibut  ialso  ito  iperception  iof  ithe  

ilong-lasting  inature  iof  ithe  iprogram  iby  ithe  iintended  iborrowers  iin  ismall  irural  

icommunities. 

Zeller  i(1998),  iusing  i146  igroups  iin  iMadagascar,  iemphasized  ithe  

iimportance  iof  irisk  ipooling  iand  iinformation  iinter-group  iinsurance  iin  ideriving  ithe  

isuccess  iof  ia  igroup.  iHe  ialso  iconcluded  ithat  igains  iin  ithe  irepayment  irates  idue  ito  

irisk  idiversification  idiminish  iat  ithe  imargin.  iThis  iwas  ias  ia  iresult  iof  iincreased  icost  

iof  icoordination,  imonitoring  iand  imoral  ihazard  ithat  icome  iwith  igreater  

iheterogeneity  iin  igroups.  iThe  isocial  icohesion  iindex  iused  iby  iZeller,  icounts  ithe  

inumber  iof  icommon  idemographic  iand  isocial  icharacteristics  iamong  igroup  

imembers  iis  ifound  ito  ibe  isignificantly  ilinked  iwith  ithe  irepayment  irate.  iThe  

ianalysis,  ihowever,  iconfirms  ithat  iclear  iinternal  irules  iof  iconduct,  igroup  isize,  

icommunities  icharacterized  iby  ia  irelative  ihigh  idegree  iof  imonetization,  ithe  

ipresence  iof  iseveral  iagricultural  iinputs  iretailers  iand  ia  ilower  iexposure  ito  icovariate  

irisks  isignificantly  iimprove  irepayment  iperformance.  iThis  iis  ibecause  ithe  ilatter  

icharacteristics  imentioned  iare  imore  ilikely  ito  iprevail  iin  iless  iremote  ivillages. 

Wydick  i(1999)  iusing  i137  igroups  iin  iGuatemala,  ianalysed  ithe  ieffect  iof  

isocial  ities,  ipeer  imonitoring  iand  igroup  ipressure  ion  ithe  iprovision  iof  iinter-group  

iinsurance.  iIn  iaddition,  ithe  imitigation  iof  imoral  ihazard  iand  ioverall  igroup  

irepayment  iperformance  iwas  ialso  istudied.  iAccording  ito  ithe  istudy  ithe  isuccess  iof  

igroup  ilending  iappears  ito  ibe  idriven  iby  ipeer  imonitoring  iand  iinter-group  

iinsurance.  iFindings  ifrom  ithe  istudy  ireveal  ithat  ithe  ipotential  iof  isocial  isanctions  

iplays  ia  isecondary  iand  isupporting  irole.  iThis  iis  ibecause  iin  irural  igroups,  ithe  igroup  

iwillingness  ito  iexert  ipeer  ipressure  ion  idefaulting  imembers,  inonetheless,  iseems  ito  
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ibe  iof  iprimary  iimportance  iin  ideterring  imoral  ihazard  ibehaviour.  iAdditional  

ifindings  ifrom  ithe  istudy  ishowed  ithat  iborrowing  igroups  iappear  ito  ifunction  iboth  ias  

iminiature  iinsurance  inetworks  iand  ias  ijuries  ithus  ihelping  ithose  iwith  iverifiable  

iclaims  iof  ihardship  ito  irepay  iloans,  iwhiles  ithreatening  ilazy  iand  irisky  iborrowers  

iwith  iexpulsion  ifrom  ithe  igroups.  iThe  iinstitution’s  iability  ito  iharness  ipreviously  

iexisting  isocial  ities  ihas  ivirtually  ino  ieffect  ion  iborrowing  igroup  iperformance.  

iGroup  icharacteristics  ibefore  itheir  iinception  iby  istrong  ifriendship  ibonds  iseem  

imore  icompassionate  itowards  idefaulting  imembers.  iWydick  iconcludes  ithat  iin  

iother  ito  ireduce  iproblems  irelated  ito  iasymmetric  iinformation  iin  icredit  imarkets,  

igroup  ilending  imay  ibe  iless  ieffective  iin  iareas  iwhere  isocial  ities  iare  istrong. 

Mknelly  iand  iKevane’s  i(2003)  istudy  iof  ia  imicrofinance  iintervention  iin  

iBurkina  iFaso  iunderscored  ithe  iimportance  iof  iachieving  ihomogeneity  iin  isocio-

economic  istatus.  iTheir  istudy  ifound  ithat  iloan  isizes  iwere  ipositively  icorrelated  

iwith  isocio-economic  iclass.  iUnequal  isizes  iof  iloans  iaffected  irepayment  

iperformance.  iMembers  iwho  ihave  itaken  ismall  iloans  iwere  ireluctant  ito  ibe  ijointly  

iliable  ifor  imuch  ilarger  iloans  itaken  iby  itheir  ipeers.  iSocio-economic  ihomogeneity  

iamong  igroups  iis  iexpected  ito  ienhance  iintimacy,  icooperation  iand  iconsensual  

idecision-making.  iHowever,  iit  ihas  ibeen  iargued  ithat  iheterogeneous  igroups  iare  inot  

iwithout  imerit.  iThey  imitigate  icovariant  irisks  iand  ialso  iimprove  igroup  

iperformance  iwhen  ibetter-off  iservice  iusers  iassist  ipoorer  iservice  iusers  iwith  iloan  

irepayment.  i 

One  iof  ithe  iearliest  iempirical  ipapers  iby  iWenner  i(1995)  istudied  igroup  

ilending  ias  ia  imeans  iof  itransmitting  iinformation  ion  iborrower  icreditworthiness.  

iHe  ifound  ithat  igroups  iusing  ia  iwritten  iinternal  icode  iof  iregulations  ifor  iscreening  

iand  ilimited  iaccess  ito  ialternative  icredit  ioptions  ihave  ia  ibetter  irepayment  
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iperformance.  iFrom  ithe  iabove  ireviews  iit  ican  ibe  isummarized  ithat  ithe  imajor  

ideterminants  iof  irepayment  iperformance  icould  ibe  isummarized  ias  imonitoring  

ifrom  igroup  imembers  iand  ifinancial  iinstitutions,  igroup  isavings,  isocial  ities,  

idynamic  iincentives  iand  ipeer  ipressure.  iThe  idegree  ior  iimpact  iof  ithe  iabove-

mentioned  icharacteristics  ican  ieither  ipositively  ior  inegatively  iaffects  irepayment  

irates.  i  i 

Chapter  iSummary 

The  ipurpose  iof  ithe  iabove  iliterature  ireview  iwas  ito  ievaluate  iwomen  igroup  

ilending  ischeme  iof  ibonzali  irural  ibank,  itamale.  iPerspectives  iof  idifferent  ischolars  

iand  iresearchers  iwere  ipresented  iso  ias  ito  iestablish  iwhat  ihad  ialready  ibeen  idone  ithat  

iwas  irelevant  ifor  ithe  istudy.  iOn  iboth  ithe  itheoretical  iand  iempirical  iside,  ithe  

iliterature  irevealed  ithat  iwomen  igroup  ilending  ischeme  iis  ian  iimportant  icredit  

ischeme  iin  iGhana.  iThe  iconcepts  iof  igroup  ilending  ischeme  iwere  ialso  ianalysed.  i 

 

 

 

 

CHAPTER  iTHREE 

RESEARCH  iMETHODS 

Introduction  i 

The  ichapter  ipresents  ithe  imethods  iand  itechnique  iused  iin  icollecting  idata  

iand  ianalyzing  idata.  iIt  iconsists  iof  ithe  iprofile  iof  ithe  istudy  iarea,  iresearch  idesign,  

ithe  itarget  ipopulation,  isample  isize  idetermination  iand  isample  itechniques,  idata  

icollection  iprocedure,  idata  ianalysis  iand  iethical  iconsideration.  i 
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Research  iDesign 

This  istudy  iadopted  ithe  icase  istudy  idesign  ito  iexplore  ihow  iwomen  igroup  

ilending  ischeme  iof  iBonzali  iRural  iBank  iaffects  iloans  irepayments.  iThe  istudy  

iemployed  iquantitative  iapproach.  iThe  istudy  iwas  iconducted  iwithin  iseven  iweeks.  

iThis  iduration  iof  ithe  istudy  iwas  iaffirmed  iby  iCowell  i(2014)  iwho  isuggested  ithat  

icross-sectional  iresearch  idesign  iis  ia  imethod  ithat  iis  iused  ito  igather  idata  iover  ishort  

iand  ifixed  iperiod  iof  itime  ion  ia  ipopulation.  iSarantakos  i(2005)  ialso  isuggests  ithat  

icross-sectional  iresearch  idesign  ienables  iresearchers  ito  icollect  ia  ihuge  iamount  iof  

idata  ifrom  ia  ilarge  inumber  iof  ipeople  ion  ia  iwide  idiversity  iof  irespondents.  iThis  

imakes  iit  iuseful  ifor  istudents  iwho  iare  iyet  ito  idevelop  ithe  iskills,  ior  ito  iobtain  ithe  itime  

iand  iresources  irequired  ito  iexecute  imore  isophisticated  iresearch  idesigns.  i 

Cross-sectional  iresearch  idesign  ican  ibe  icost-effective.  iHowever,  ias  ithe  

isize  iof  ithe  isample  ior  ithe  inumber  iof  ivariables  iincrease,  iso  idoes  ithe  icost  iof  

iexecuting  ithe  istudy.  i  iThe  icross-sectional  iresearch  idesign  iwas  ichosen  ibecause  ithe  

isampled  ivariables  ithat  iare  ibeing  istudied  iare  isimply  ibeing  iobserved  ias  ithey  iare  

iwithout  imaking  iany  iattempt  ito  icontrol  ior  imanipulate  ithem.  iDespite  ithe  

iadvantages  iof  icross-sectional  iresearch,  iit  ihas  isome  ishortcomings.  iFor  iinstance,  

icross-sectional  iresearch  idesigns  ido  inot  iallow  iresearchers  ito  imeasure  ifacts  iabout  

itime  iin  iterms  iof  iexposure  iand  ieffect  i(Manheim,  i1977).  i  i 

Study  iArea 

The  istudy  iarea  iselected  ifor  ithe  istudy  iwas  iTamale  iMetropolis.  iThe  iarea  

iwas  iselected  idue  ito  ithe  ifact  ithat,  ithe  ibank  ihas  itwo  iseparate  ibranches  ilocated  iin  

ithe  iheart  iof  ithe  icity  iand  itherefore,  imajority  iof  ithe  iclients  iof  ithe  iBonzali  iRural  

iBank  iare  iresidents  iand  isees  ithe  ibank  ias  itheirs.  iIt  iis  iwithout  idoubt  ithat  ithe  ilargest  

ibranch  iof  ithe  iBank  iis  ilocated  iin  iTamale,  iNorthern  iRegion  iand  ithe  iheadquarters  
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iat  iKumbungu  ias  iwell  ias  iother  ibranches  iacross  ithe  iRegion.  iMore  iimportantly,  ithe  

istudy  itargets  iwomen  igroups  ioperating  iunder  ithe  iBunzali  iRural  iBank  iin  ithe  

iTamale  imetropolis  ifor  ithe  irelevant  idata  ifor  ithe  istudy. 

The  iTamale  iMetropolis  iis  ione  iof  ithe  i26  idistricts  iin  ithe  iNorthern  iRegion.  

iIt  iis  ilocated  iin  ithe  icentral  ipart  iof  ithe  iRegion  iand  ishares  iboundaries  iwith  ithe  

iSagnarigu  iDistrict  ito  ithe  iwest  iand  inorth,  iMion  iDistrict  ito  ithe  ieast,  iEast  iGonja  ito  

ithe  isouth  iand  iCentral  iGonja  ito  ithe  isouth-west.  iThe  iMetropolis  ihas  ia  itotal  

iestimated  iland  isize  iof  i646.90180  isqkm  i(GSS-2010).  iGeographically,  ithe  

iMetropolis  ilies  ibetween  ilatitude  i9º16  iand  i9º  i34  iNorth  iand  ilongitudes  i0º  i36  iand  

i0º  i57  iWest.  iSee  iFigure  i3.  iMap  iof  ithe  iTamale  iMetropolis  i(appendix  iII). 

Target  iPopulation 

The  itarget  ipopulation  ifor  ithis  istudy  iwere  iwomen  ilending  igroups  

ioperating  iwith  iBonzali  iRural  iBank  iin  ithe  iNorthern  iRegional  iCapital,  iTamale.  

iThe  itargeted  ipopulation  iwas  ion  iwomen  igroup  iwhich  iwere  i88  iwhich  iwere  

ibenefiting  ifrom  ithe  igroup  iloan  ischeme  iof  ithe  iBonzali  iRural  iBank  iwere  itargeted  

ifor  ithe  istudy.  i 

Sampling  iProcedure 

A  isample  iwas  ichosen  ifor  ithe  istudy  ibecause  iit  iwould  ibe  ivirtually  

iimpossible  ito  istudy  ithe  ientire  ipopulation  idue  ito  iconstraints  iof  itime  iand  icosts.  

iHowever,  ithe  isample  imust  ibe  irepresentative  iof  ithe  ipopulation  ifrom  iwhich  iit  iis  

idrawn.  iIn  iother  ito  idetermine  ithe  isample  isize,  ithe  iresearcher  iused  ikrejcie-

morgan-sample-size-table.  iA  itotal  inumber  iof  i88  iwomen  igroups  ibenefiting  ifrom  

ithe  igroup  iloans.  iA  irepresentation  ifrom  ieach  igroup  iwere  iconsidered.  iA  iminimum  

iof  ithree  imembers  iof  ieach  igroup  iwere  iinvolved  iin  ithe  isample.  iTherefore,  idata  

iwas  icollected  ifrom  i254  iwomen  ibelonging  ito  i88  idifferent  iwomen  igroups.  iIn  iother  
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iwords,  ithe  iunit  iof  ianalysis  ifor  ithe  istudy  iwas  iall  ithe  i88  iwomen  igroups  iwhich  iwere  

irepresented  iby  ithree  imembers  ifrom  ieach  igroup.  iThe  iselection  iof  iwomen  igroups  

ifor  ithe  istudy  iwas  ibased  ion  ia  ipurposive  isampling  ibut  ithe  iindividual  iwomen  

iselected  ito  icomplete  ithe  isample  isize  iwas  ibased  ion  ia  iconvenient  isampling  

iprocess.  iWomen  iwho  iwere  iavailable  iand  iwilling  ito  ianswer  ithe  iresearch  

iquestionnaires  iwere  iconsidered.  i 

Data  iCollection  iInstruments 

The  istudy  iused  iboth  iprimary  iand  isecondary  idata  ito  iachieve  ithe  iintended  

iobjectives.  iThe  iprimary  idata  iwas  icollected  ithrough  istructured  isurvey  

iquestionnaires.  iAccording  ito  iMugenda  iand  iMugenda  i(2003)  iquestionnaires  iare  

icommonly  iused  ito  iobtain  iimportant  iinformation  iabout  ithe  ipopulation.  iEach  iitem  

iin  ithe  iquestionnaire  iwas  ideveloped  ito  iaddress  ia  ispecific  iobjective,  iresearch  

iquestion  ior  ihypothesis  iof  ithe  istudy  i(Mogenda  iand  iMogenda,  i2003).  i 

Asamoah  i(2005)  iused  iquestionnaire  ito  istudy  imicrofinance  ischemes  iin  

ithe  iEastern  iRegion  iof  iGhana  iand  ihis  iresult  iwere  iconsidered  ivalid.  iMorduch  

i(2000)  ialso  iused  iquestionnaire  ito  istudy  imicrofinance  ischemes  iin  iChina.  iAlso,  

iquestionnaire  ias  iwell  ias  iexamination  iof  irelevant  idocuments  iwas  iused  iin  ia  

icomparative  istudy  iof  igroup  iand  iindividual  ilending  iin  iMongolia  i(2011). 

Base  ion  ithe  iabove,  ithis  iresearch  iwork  iemployed  isurvey  iquestionnaires  ito  

icollect  idata  ifrom  iselected  iwomen  ifrom  ithe  iwomen  igroups  ibenefiting  iunder  ithe  

igroup  iloan  ischeme  iat  ithe  iBonzali  iRural  iBank.  iUnstructured  iinterviews  iwere  ialso  

iused  ito  iclose  ithe  igaps  iin  ithe  idata  icollection  iprocess  ias  iwell  ias  iexamination  iof  ithe  

irecords  iof  ithe  iBank  i(BRB). 
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Pilot  iTesting 

A  ipilot  istudy  iwas  iconducted  iusing  iquestionnaires.  iThese  iquestionnaires  

iwere  ipre-tested  iprior  ito  ithe  imain  istudy.  iData  icollected  iduring  ithe  ipilot  istudy  iwas  

iused  iin  ithe  ifinal  idata  ianalysis.  iThe  ipurpose  iof  ithe  ipilot  istudy  iwas  ito  iensure  

ivalidity  iand  ireliability  iof  ithe  iquestionnaires.  iMogenda  iand  iMogenda  i(2003)  

iasserted  ithat,  ithe  iaccuracy  iof  idata  ito  ibe  icollected  ilargely  idepended  ion  ithe  idata  

icollection  iinstruments  iin  iterms  iof  ivalidity  iand  ireliability. 

Data  iProcessing  iand  iAnalysis 

The  idata  icollected  ifrom  ithe  ifield  iwas  ifirst  icross-checked  ito  iensure  ithat  iall  

iquestions  iwere  ianswered  iby  irespondents  iaccurately.  iDue  ito  ithe  inature  iof  

iaccounting  isoftware  iadoption  iand  iits  iusage,  ithe  iissue  iof  icommon  imethod  ibias  

iwas  idealt  iwith  iby  iexplaining  ithe  idiscipline  iof  ithe  iresearch  ito  ithe  irespondents.  

iBefore  iany  idata  ianalysis  iis  idone,  ithe  iHarman’s  iSingle  iFactor  iAnalysis  iwill  ibe  

iused  ito  itest  iwhether  icommon  imethod  ibias  iexist.  iThe  iquantitative  idata  iwas  

ianalyzed  iusing  iStatistical  iPackage  ifor  iService  iSolution  i(SPSS)  iversion  i21.  iSPSS  

iwas  iused  ito  igenerate  ithe  iFrequencies  iand  ipercentages.  iDescriptive  istatistics  isuch  

ias  igraphs,  itables,  ipercentages  iand  ifrequencies  iwere  iused  ito  ipresent  ithe  

iquantitative  idata.  i 

Chapter  iSummary 

The  istudy  iused  idescription  icross-sectional  iresearch  idesign  ito  ievaluate  iof  

iwomen  igroup  ilending  ischeme  iof  ibonzali  irural  ibank,  itamale  ito  ihelp  iincrease  

iperformance.  iSimple  irandom  isampling  iwas  iused  ifor  ithis  istudy.  iBoth  iclosed  iand  

iopened  iended  iquestionnaire  ibased  ion  ithe  iobjectives  iused  ifor  ithe  idata  icollection  

ias  iinstrument.  ithe  idata  iwas  ianalysed  iusing  iStatistical  iPackage  ifor  iSocial  iScience  
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i(SPSS).  iThe  imajor  ilimitation  iof  ithe  istudy  iwas  ithat,  iit  iwas  idifficult  ito  imake  

igeneral  iconclusion  ibased  ion  ia  iparticular  iphenomenon.  i  i  i  i  i 

 

 

 

  

© University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



38 

 

CHAPTER  iFOUR 

RESULTS  iAND  iDISCUSSION 

Introduction 

This  ichapter  ipresents  ithe  ianalysis  iand  ifindings  iof  ithe  istudy.  iIt  icontains  

ithe  ibackground  iinformation  iof  irespondents  isuch  ias  imarital  istatus,  iage,  

ieducational  ilevel  ias  iwell  ias  ireligious  iaffiliation.  iThe  ipurpose  iof  ithe  istudy  iwas  ito  

idetermine  ithe  icharacteristics  iand  imotivations  iof  iwomen  ilending  igroups  iin  igroup  

ilending  iapproach,  iexamine  ithe  ifactors  ithat  iinfluence  ithe  irepayment  irate  iof  

iwomen  ilending  igroups  ias  iwell  ias  iassess  ithe  ibenefits  iof  ithe  igroup  ilending  ischeme  

ito  iwomen  igroups.  iThe  ichapter  ialso  icontains  ianswers  ito  ithe  iresearch  iquestions  

iand  itables  iwhich  iwas  iused  iin  ianalyzing  ithe  idata  icollected.  iSPSS  ihas  ibeen  iused  iin  

iproducing  ithe  iresults  iin  ithe  ianalysis.  i 
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Background  iinformation  iof  irespondents 

Table  i1:  iCharacteristics  iof  iRespondents 

Variables Frequency Percent 

Marital  istatus   

Married 129 50.8 

Single 21 8.3 

Separated 24 9.4 

Divorced 44 17.3 

Widow 36 14.2 

Age  i(years)   

Below  i30  iyears 12 4.7 

31-40years 105 41.3 

41-50years 102 40.2 

51-60years 24 9.4 

61-70years 11 4.3 

Educational  ilevel   

  i  i  i  i  i  i  i  i  i  iNoformal  ieducation 40 15.7 

Basic  ieducation 150 59.1 

Secondary 64 25.2 

  i  i  i  i  i  i  i  i  iReligiousaffiliation   

Islam 160 63.0 

Christianity 94 37.0 

Source:  iField  iSurvey  i(2019) 

From  iTable  i1,  iout  iof  i254  irespondents,  imajority  iof  ithem  irepresenting  i129  

i(50.8%)  iwere  imarried,  i21  i(8.3%)  iwere  isingle,  i24  i(9.4%)  iwere  iseparated,  i44  

i(17.3%)  iwere  idivorced  iwhereas  i36  i(14.2%)  iwere  iwidows.  iThese  imeans  imost  iof  

ithe  iwomen  iparticipating  iin  ithe  igroup  ilending  iapproach  iof  ithe  iBonzali  iRural  

iBank  iin  iTamale  iwere  imarried.  iMost  iof  ithe  imarried  iwomen  itake  iadvantage  iof  ithe  

iproducts  ioffered  iby  ithe  ibank  ito  iestablish  iand  iexpand  itheir  ibusinesses  ito  isupport  

itheir  ifamilies. 

With  iregards  ito  ithe  iages  iof  ithe  irespondents,  i12  i(4.7%)  iwere  iaged  ibelow  

i30  iyears,  i105  i(41.3%)  iwere  iaged  ibetween  i31  i–  i40  iyears,  i102  i(40.2%)  iwere  iaged  

ibetween  i41  i–  i50  iyears,  i24  i(9.4%)  iwere  iaged  ibetween  i51  i–  i60  iyears  iwhiles  ithe  

iremaining  i11  i(4.3%)  iwere  i61  iyears  iand  iabove.  iFrom  ithe  idata,  ivery  ifew  iyoung  
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iwomen  irepresenting  i4.7%  itake  ipart  iin  ithe  igroup  ilending  iactivities.  iMajority  iof  

ithe  iwomen  iwho  iwere  ibenefiting  ifrom  ithe  igroup  iloans  iof  ithe  ibank  iwere  i31  iyears  

iand  iabove  irepresenting  i95.2%  iof  ithe  irespondents. 

  iMajority  iof  ithe  irespondents  ihad  ibasic  ieducation  ias  itheir  ieducational  

ilevel  irepresenting  i150  i(59.1%)  iwhereas  i40  i(15.7%)  iand  i64  i(25.2%)  ihaving  ino  

iformal  ieducation  iand  isecondary  ilevel  ieducation  irespectively.  iEducational  ilevel  

iplays  ian  iimportant  irole  iin  ionce  iability  ito  iaccess  icredit  ifacility  ifrom  ia  ibank.  iThe  

iability  iof  ia  iperson  ito  iprovide  iaccurate  iinformation  ito  iconvince  ibankers  ito  igrant  ia  

iloan  ifacility  ioften  irequired  ithat  ithe  iperson  ibe  iformally  ieducated.  iHowever,  ithe  

iBonzali  iRural  iBank  ioften  iprovide  iofficers  ito  iundertake  idocumentations  iand  ito  

ihelp  ithe  iwomen  iperform  ivarious  ibanking  iactivities. 

Most  iof  ithe  irespondents  iwere  iMuslims  irepresenting  i63.0%  iwhiles  ithe  

iremaining  i37.0%  iwere  iChristians.  iReligion  iplays  ian  iimportant  irole  iin  ishaping  

ipeople’s  ivalues  iand  ibeliefs.  iMost  iof  ithe  iwomen  ibelieve  ithat  iit  iis  ia  ireligious  iduty  

ito  ipay  iback  iloans  iwhen  icollected  iand  ithere  iis  ino  idoubt  ithat  ithis  iplay  ia  irole  iin  ithe  

irepayment  iperformance  iof  ithe  iloans.  i 

Loan  iCharacteristics 

Table  i2  iindicates  ithe  iamount  iof  iloan  ireceived  iby  irespondents  iwho  

ibenefited  ifrom  ithe  igroup  iloans  ifrom  iBonzali  iRural  iBank.  iMost  iof  ithe  

irespondents  irepresenting  i117  i(46.1%)  ireceived  ian  iamount  iof  i301  i–  i500  iGhana  

icedis  ias  iloan,  i18  i(7.1%),  i71  i(28.0%),  iand  i48  i(18.9%)  ireceived  iless  ithan  iGHc100,  

iGHc100  i–  iGHc300  iand  iGHc501  iand  iabove  irespectively.  iThe  ifindings  

iconfirmed  ithe  idefinition  iof  imicrocredit  iby  iDaley-Harris  i(2002)  iwhich  iinvolves  

ithe  iextension  iof  ismall  iloans  ito  ivery  ipoor  ipeople.  iThis  iindicates  ithat  imost  iof  ithe  

irespondents  iwho  iassessed  iloans  iwere  iwithin  i301  ito  i500  iGhana  icedis.  i 
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Table  i2:  iLoan  iAmount  iReceived 

Amount  i Frequency Percent 

Less  ithan  iGhc100 18 7.1 

Ghc100-Ghc300 71 28.0 

Ghc301-Ghc500 117 46.1 

Ghc501  iand  iabove 48 18.9 

Total 254 100.0 

Source:  iField  isurvey  i(2019) 

Collateral 

Table  i3  iillustrates  isome  iof  ithe  iconditions  iin  iterms  iof  icollateral  iregarding  

iloans  itaken.  iFrom  iTable  i4,  imajority  iof  ithe  irespondents  iindicated  ithat  ithere  iwas  

ino  icollateral  itaken  ibefore  ithey  iwere  igiven  iany  iloan  ifacility.  iThis  irepresents  

i83.5%  iof  ithe  irespondents  iwith  ithe  iremaining  i16.5%  ihaving  ito  iprovide  icollateral  

ibefore  iany  iloan  ifacility  iwas  igranted.  iThis  iconfirmed  iGhatak  iand  iGuinnane  

i(1999)  idefinition  iof  ipoor  ipeople  ias  ipeople  ithat  ido  inot  ihave  iassets  ito  imake  iuseful  

icollateral.  iMajority  iof  ithe  irespondents  ineeded  ino  icollateral  isince  imost  iof  ithem  

ihad  iassess  ito  iloan  ifacilities  idue  ito  imembership  iin  ithe  igroup. 

Table  i3:  iCollateral  iAvailability  ibefore  iLoan  iAssessment 

Response Frequency Percent 

Yes 42 16.5 

No 212 83.5 

Total 254 100.0 

Source:  iField  isurvey  i(2019) 
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Duration  iof  irepayment 

Table  i4  iillustrates  ithat  iduration  ifor  irepayment  iof  iloans  itaken.  iFrom  iTable  

i5,  iit  ican  ibe  ishown  ithat  i10  i(3.9%),  i87  i(34.3%),  i139  i(54.7%)  iand  i18  i(7.1%)  ihad  ito  

ipay  itheir  iloans  iwithin  i1  i–  i3  imonths,  i4  i–  i6  imonths,  i7  i–  i9  imonths  iand  iothers  

irespectively.  iThe  istudy  iindicate  ithat  imajority  iof  ithe  irespondents  iwere  igiven  ia  

imaximum  iof  i9  imonths  ito  irepay  itheir  iloans. 

Table  i4:  iDuration  ifor  iloan  irepayment 

Duration Frequency Percent 

1-3months 10 3.9 

4-6months 87 34.3 

7-9months 139 54.7 

Other  i 18 7.1 

Total 254 100.0 

Source:  iField  iSurvey  i(2019) 

Duration  iof  iInterest  iRate  iCharged 

Table  i6  iindicates  ithe  iinterest  irate  iduration  ion  iloans  itaken  iby  irespondents.  

iFrom  iTable  i6,  iit  ican  ibe  iseen  ithat  i204  i(80.3%)  iof  ithe  irespondents  iindicated  ithat  

ithe  iinterest  irate  ion  itheir  iloans  iwere  icharged  imonthly,  i39  i(15.4%)  iof  ithem  iwere  

icharged  iper  iloan  icycle  iwhiles  i11  i(4.3%)  iwere  icharged  iper  iannum.  i 

Table  i5:  iDuration  iof  iInterest  iRate  iCharged 

Duration  iof  iinterest  irate  i  i  i  i  i  i  i  i  i  i  i Frequency Percent 

Monthly 204 80.3 

Per  iloan  icycle 39 15.4 
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Per  iAnnum 11 4.3 

Total 254 100.0 

Source:  iField  isurvey  i(2019) 

Loan  iCycle  iCompleted 

Table  i6  iindicates  ithe  inumber  iof  iloan  icycles  ithat  irespondents  ihad  

icompleted.  iFrom  iTable  i7,  iit  ican  ibe  ishown  ithat  imajority  iof  ithe  irespondents  ihave  

icompleted  i4  i–  i5  iloan  icycles  irepresenting  i149  i(58.7%),  ifollowed  iby  i1  i–  i3  iloan  

icycles  iwhich  ialso  irepresents  i91  i(35.8%)  iwhereas  i14  i(5.5%)  iof  ithem  ihaving  igone  

ithrough  iother  iloan  icycles.  iThis  iindicate  ithat,  imajority  iof  ithe  iwomen  ihave  ibeen  

ibenefitting  ifrom  ithe  iloan  ifacilities  ioffered  iby  ithe  iBonzali  iRural  iBank. 

Table  i6:  iLoan  iCycle  iCompleted 

Loan  icycle  icompleted Frequency Percent 

1-3cycles 91 35.8 

4-5cycles 149 58.7 

Others 14 5.5 

Total 254 100.0 

Source:  iField  isurvey  i(2019) 

Motivations  iof  iWomen  i 

Table  i7  iindicates  ithe  imotivation  iof  ithe  irespondents  ifor  ithe  irepayment  iof  

ithe  iloans.  iFrom  iTable  i8,  iit  ican  ibe  ishown  ithat  imost  iof  ithe  irespondents  idisagreed  

ito  ipaying  itheir  iloans  ibecause  iof  ilosing  itheir  isaving  irepresenting  i160  i(63.0%),  i14  

i(5.5%)  ialso  istrongly  idisagreed  iwhereas  i80  i(31.5%)  iagreed  ito  ithis  istatement.  

iFurthermore,  i249  i(98.0%)  iof  ithe  irespondents  iwere  imotivated  ito  irepaying  itheir  

iloans  iso  ias  ito  iget  ibigger  iloans  iin  ithe  ifuture  iwhiles  i5  i(2.0%)  iof  ithem  idisagreed.  

iThe  ifindings  iconfirmed  ithe  iearlier  istudy  icited  iby  iVigenina  i(2004),  iwhich  
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iindicate  ithat,  iborrowers  iwith  isatisfactory  irepayment  irecords  imay  iget  iaccess  ito  

ifurther  iloans  iof  iincreasing  ivolume.  iMore  iso,  i88  i(34.6%),  i148  i(58.3%)  iand  i18  

i(7.1%)  iof  ithe  irespondents  istrongly  iagreed,  iagreed  iand  idisagreed  ito  ibeing  

imotivated  ito  irepayment  iof  itheir  iloans  isince  iit  iprovides  ithem  iwith  icapital  ifor  itheir  

ibusiness.  i148  i(58.3%)  iof  ithe  irespondents  iagreed  ito  irepaying  itheir  iloans  ito  

imaintain  itheir  ireputations,  i75  i(29.5%)  ialso  istrongly  iagreed  ito  irepaying  idue  ito  

itheir  ireputations  iwhile  i31  i(12.2%)  iof  ithem  ialso  idisagree  ito  irepaying  itheir  iloans  

idue  ito  ikeeping  itheir  ireputations.  iLastly,  i71.7%  iwere  inot  imotivated  ito  irepay  itheir  

iloans  ias  ia  iresult  iof  ihaving  ieasy  iaccess  ito  icredit  iwhereas  i28.3%  iwere  imotivated  ito  

irepay  itheir  iloans  ito  ihave  ieasy  iaccess  ito  icredit.  i 

The  iaverage  iresponse  irating  iof  ithe  imotivating  ifactors  ifor  irepayment  iof  

iloans  iindicates  ithat  irespondents  iwere  ihighly  imotivated  ito  irepayment  iof  itheir  

iloans  isince  iit  iserved  ias  ia  imeans  iof  igetting  ia  ihigher  iloan  iin  ithe  ifuture  i(mean  i=  

i3.60,  iSTD  i=  i.53).  i  iRespondents  iwere  ialso  imotivated  ito  irepay  itheir  iloans  ibecause  

iit  iserved  ias  ia  isource  iof  icapital  ifor  itheir  ibusiness  i(Mean  i=  i3.28,  iSTD  i=  i.59).  

iMoreover,  irespondents  irepaid  itheir  iloans  ias  ia  iresult  iof  inot  iwanting  itheir  

ireputation  ito  ibe  idestroyed  iin  itheir  icommunities  i(mean  i=  i3.17,  iSTD  i=  i0.62)  

iwhiles  ithis  iwas  ifollowed  iby  iimprovement  iin  itheir  ifinancial  iwell-being  i(mean  i=  

i3.13,  iSTD  i=  i.73).  iThe  ilast  ibut  ione  imotivating  ifactor  ifor  ithe  irepayment  iof  iloans  

iwas  ithe  ifactor  iof  inot  ilosing  itheir  isaving  i(mean  i=  i2.26,  iSTD  i=  i.55)  iand  ilastly,  

irepayment  iof  iloans  iis  ithe  ileast  imotivating  ifactor  i(mean  i=  i2.13,  iSTD  i=  i.65).  i 

Table  i7:  iMotivation  ifor  iRepayment  iof  iLoan  iAssessed 

Items  i SD D A SA MEAN  i   i  i  iSTD 

I  irepay  imy  iloan  ibecause  iI  ido  inot  iwant  ito  

ilose  imy  isavings 

  i  i  i14  i  i  

i(5.5) 

  i  i  i  i  i  i160  i  i  

i  i  i  i  i  i  i  i  

i(63.0) 

  i  i  i  i  i80  

i(31.5) 

  i  i  i  i  i0  

i(0.0) 

  i  i  i  i2.26   i  i  i  i  i.55 

I  irepay  ito  iget  ibigger  iloans  iin  ifuture   i  i  i  i  i0  

i(0.0) 

  i  i  i  i  i  i  i  i  i5  i  

i(2.0) 

  i  i  i  i  i92  

i(36.2) 

  i  i  i  i157  

i(61.8) 

  i  i  i3.60   i  i  i  i  i.53 
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It  iprovides  ime  icapital  ifor  imy  ibusiness 0  i 

(0.0) 

  i  i  i  i18  

i(7.1) 

  i  i  i148  

i(58.3) 

  i  i  i  i  i  i88  

i(34.6) 

  i  i  i  i3.28   i  i  i  i  i.59 

It  iimproves  imy  ifinancial  iwell-being 6 

  i(2.4) 

  i  i36  

i(14.2) 

  i  i  i132  

i(52.0) 

  i  i  i  i  i80  

i(31.5) 

  i  i  i  i3.13   i  i.73 

I  ido  inot  iwant  ito  idestroy  imy  ireputation 0 

  i(0.0) 

  i  i31  

i(12.2) 

  i  i  i148  

i(58.3) 

  i  i  i  i  i75  

i(29.5) 

  i  i  i  i3.17   i  i  i.62 

It  igives  ime  ieasy  iaccess  ito  icredit 39  

i(15.4) 

143  

i(56.3) 

  i  i  i  i  i72  

i(28.3) 

  i  i  i  i  i  i  i  i0  

i(0.0) 

  i  i  i  i2.13   i  i  i  i.65 

Source:  iField  isurvey  i(2019) 

  iLoan  iOfficer’s  iVisitations 

Table  i8  iindicates  ithe  iduration  ithat  iloan  iofficers  itake  ito  ivisit  irespondents  iwho  

ihave  itaken  iloans.  iTable  i9  iindicates  ithat,  iloan  iofficers  ivisit  irespondents  iweekly  

irepresenting  i61.8%  iof  ithe  irespondents  iwhiles  i38.2%  iof  ithem  iare  ivisited  ievery  

itwo  iweeks.  iThis  ishows  ithat  iloans  iofficers  ivisit  irespondents  iwithin  ithe  iweek  ito  

ifollow  iup  ion  ithe  iloans  ithat  irespondents  ihave.  i 

Table  i8:  iLoan  iOfficer’s  iVisitation 

Duration  i Frequency Percent 

Weekly 157 61.8 

Every  itwo  iweeks 97 38.2 

Total 254 100.0 

Source:  iField  iSurvey,  i2019 

Majority  iof  ithe  irespondents  irepresenting  i60.6%  iagreed  ithat  ithe  iloan  

iofficers  ivisit  ithe  igroup  imore  ioften  iwith  ia  ifew  iof  ithe  irespondents  irepresenting  

i39.4%  idisagreeing  ito  iit.  iMost  iof  ithe  irespondents  irepresenting  i71%  iadded  ithat,  

ithe  iloan  iofficers  iput  ipressure  ion  imembers  iwho  iwere  ilate  iin  irepaying  itheir  iloans.  

iMoreover,  i52%  iof  ithe  irespondents  idisagreed  ito  ithe  ifact  ithat  iloan  iofficers  
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idevelop  iinternal  icode  iof  iconduct  ito  ipunish  idefaulting  igroup  imembers  iwith  i48%  

iof  ithe  irespondent  iagreeing. 

Fifty-seven  iper  icent  iof  ithe  irespondents  i(57%)  idisagreed  ithat  ithe  igroup  

imembers  iwere  iwilling  ito  iput  ipressure  ion  ia  imember  iwho  iwas  ilate  iin  irepaying  ithe  

iloan,  iwith  i43%  iof  ithe  irespondents  iagreeing  ito  iit.  iMajority  iof  ithe  irespondents  

irepresenting  i80%  idisagreed  ithat  ithe  igroup  imembers  iwere  icompelled  ito  ipay  ithe  

iloan  iin  igroups  irepresenting  i21%  iagreed  ito  iit.  iWith  ithe  icode  iof  iconduct  ior  

iprinciples  ito  ipunish  ia  idefaulting  igroup  imember,  i31%  iof  ithe  irespondents  iagreed  

iand  ia  imajority  iof  ithe  irespondents  idisagreed  ito  iit.  iMoreover,  imajority  iof  ithe  

irespondents  irepresenting  i71%  iagreed  ito  iseeking  imediation  ifrom  iother  imembers  

ito  isolve  idispute  ibetween  igroup  imembers  iwith  ia  ifew  iof  ithe  irespondents  

irepresenting  i29%  idisagreeing.  iAlso,  imajority  iof  ithe  irespondents  irepresenting  

i61%  iadded  ithat  ithe  igroup  irejected  ithose  iwho  iwanted  ito  ijoin  iwith  ia  ifew  iof  ithe  

irespondents  idisagreeing.  iAgain,  i52%  iof  ithe  irespondents  iagreed  ito  ivisit  igroup  

imembers  iin  iat  ileast  ia  iweek  iwith  i48%  iof  ithe  irespondents  igoing  icontrary.  iWith  

iregards  ito  ithe  iformation  iof  ithe  igroups,  imajority  iof  ithe  irespondents  irepresenting  

i65%  isaid  iit  iwas  iby  iself-selection,  ifollowed  iby  ithose  iformed  iby  ithe  icredit  iofficer  

irepresenting  i17%,  iother  imeans  irepresenting  i11%  iand  i6.3%  iof  ithe  irespondents  

iindicated  ithat  ithe  igroup  iwas  iformed  ifrom  ian  ialready  iexisting  inon  i–  ifinancial  

iservice. 

Monitoring  iis  ia  ifactor  ithat  iinfluences  ithe  irepayment  iof  ithe  iloans,  ifrom  ithe  

iresults  ithe  ilevel  iof  imonitoring  iin  ithe  irepayment  iof  iloan  iwas  ihigh  iand  ialso  ithe  

iloan  iofficers  ihad  ino  ipower  ito  ipunish  ia  idefaulting  igroup  imember,  ithis  iindicate  

ithat  ithere  iare  ichecks  iand  ibalances  iin  iterms  iof  ipunishing  idefaulters.  iGroup  

ipressure  iis  ia  ifactor  ithat  iinfluences  ithe  irepayments  iof  iloans.  iThe  igroup  imembers  
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ihad  ian  iinfluence  iin  iterms  iof  ithe  ioperation,  imanagement  iand  iselection  iof  

iparticipants  ito  ijoin  ithe  igroup.  i 

Table  i9:  iFactors  ithat  iinfluence  irepayment 

Items  i Yes No 

Does  ithe  iloan  iofficer  ivisit  iyour  igroup? 154  i(60.6) 100  i(39.4) 

Does  ithe  iloan  iofficer  iput  ipressure  ion  ia  imember  iwho  iis  ilate  iin  

irepaying  iher  iloan? 

 

179  i(70.5) 

 

75  i(29.5) 

Does  ithe  iloan  iofficer  idevelop  iinternal  icode  iof  iconduct  ito  ipunish  

ia  idefaulting  igroup  imember? 

 

123  i(48.4) 

 

131  i(51.6) 

Are  igroup  imembers  iwilling  ito  iput  ipressure  ion  ia  imember  iwho  iis  

ilate  iin  irepaying  iher  iloan? 

 

109  i(42.9) 

 

145  i(57.1) 

Do  igroup  imembers  ifeel  ipracticing  isuch  ipressure  iis  idifficult? 41  i(16.1) 213  i(83.9) 

Does  igroup  imembers  ifeel  imoral  iobligated  ito  ipay  igroup  iloan? 52  i(20.5) 202  i(79.5) 

Does  ithe  igroup  ihave  iinternal  icode  iof  iconduct/general  iprinciples  

ito  ipunish  ia  idefaulting  igroup  imember? 

 

79  i(31.1) 

 

175  i(68.9) 

Have  iyou  ivisited  ia  igroup  imember  iin  ithe  ipast  iweek? 132  i(52.0) 122  i(48.0) 

If  iyou  icannot  imake  ia  iloan  irepayment  ican  iyou  iborrow  ifrom  ia  

imember  ito  irepay? 

 

172  i(67.7) 

 

82  i(32.3) 

Do  igroup  imembers  iseek  imediation  ifrom  iothers  ito  isolve  ia  

idispute  ibetween  igroup  imembers? 

 

181  i(71.3) 

 

73  i(28.7) 

Has  ithe  igroup  iever  irejected  isomeone  iwho  iwanted  ito  ijoin? 156  i(61.4) 98  i(38.6 

Are  ithere  ipeople  iwho  iwould  ilike  ito  ijoin  ithe  igroup  ibut  icannot? 184  i(72.4) 70  i(27.6) 

Source:  iField  iSurvey,  i2019 
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Benefits  iof  igroup  iloans 

Majority  iof  ithe  irespondents  irepresenting  i226  i(89.0%)  ibenefitted  ifrom  

ithe  iloans  isince  iit  iimproves  itheir  ifinancial  istatus  iwhile  i28  i(11.0%)  idisagrees  ithat  

iit  ibrought  iimprovement  iin  itheir  ifinancial  istatus.  iSimilarly,  i97.7%  iof  ithe  

irespondents  ialso  ibenefitted  ifrom  ihaving  iaccess  ito  ithe  iloans  idespite  ihaving  ino  

icollateral  ifor  ithe  iloans  ithat  ithey  iwere  igiven.  i8  i(3.1%),  i93  i(36.6%),  i141  i(55.5%)  

iand  i12  i(4.7%)  iof  ithe  irespondents  istrongly  iagree,  idisagree,  iagree  iand  istrongly  

iagree  irespectively  ito  ithe  istatement  ithat  igroup  iloans  igive  imembers  ieasy  iaccess  ito  

icredit.  i  i178  i(70.0%)  iof  ithe  irespondents  idisagreed  iwhereas  i76  i(30.0%)  iof  ithe  

irespondents  iagree  ithat  imembers  iget  ithe  iamounts  ithat  ithey  irequest  iin  igroup  iloans.  

i 

The  iaverage  iresponse  irate  iof  ithe  ibenefit  iof  ithe  iloans  ito  ithe  igroup  

imembers  iindicates  ithat  ithe  irespondents  idid  inot  iprovide  icollateral  ifor  ithe  iloan  

i(mean=  i3.49,  iSTD  i=  i0.55).  iSecondly,  ithe  ifinancial  isituation  iof  ithe  irespondents  iis  

iimproved  iby  ithe  igroup  iloans  i(mean  i=  i3.35,  iSTD  i=  i0.67).  iThirdly,  ithe  igroup  

iloans  igive  ithe  irespondents  iaccess  ito  icredit  ifrom  ithe  iunion  i(mean  i=  i2.62,  iSTD  i=  

i0.63).  iLastly,  ithe  irespondents  iget  ithe  iamount  iof  imoney  ithey  irequest  ifor  iin  igroup  

iloans  i(mean  i=  i2.12,  iSTD  i=  i0.79). 

Table  i10:  iBenefits  iof  igroup  iloans 

Items  i SD   iD   iA   iSA Mean STD 

Group  iloans  iimproves  imembers  

ifinancial  isituation 

  i  i  i0  i(0.0)   i28  

i(11.0) 

  i  i109  

i(42.9) 

  i  i117  

i(46.1) 

3.35 .67 

Group  iloans  igives  imembers  ieasy  

iaccess  ito  icredit 

  i  i  i8  i(3.1) 93  

i(36.6) 

141  

i(55.5) 

  i  i  i  i  i  i12  i  i  

i  i  i(4.7) 

2.62 .63 

Group  iloan  ioffers  imembers  

ibusiness  iadvice 

  i  i46  

i(18.1) 

151  

i(59.4) 

  i  i57  

i(22.4) 

  i  i  i0  

i(0.0) 

2.04 .64 

Members  ido  inot  ihave  ito  iprovide  

icollateral  ifor  ithe  iloan 

  i  i  i0  i(0.0)   i  i  i6  

i(2.4) 

  i18  

i(46.5) 

  i130  

i(51.2) 

3.49 .55 
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  i  i  iSource:  iAuthor’s  icomputation 

In  ithe  istatistical  iresults  ipresented  ibelow,  ithe  iestimated  iamount  iof  iprofit  

ibefore  ithe  igroup  iloan  iand  ithe  iprofit  iafter  ithe  iloan  ican  ibe  idescribed  iwith  irespect  

ito  imean  iand  istandard  ideviation.  iThe  iaverage  ivalue  iof  iprofit  ibefore  ithe  igroup  

iloan  ifrom  ia  isample  isize  iof  i254  iis  ithe  imean  iof  i1.26  iwith  ia  idegree  iof  ivariation  ifrom  

ithe  imean  ito  ibe  iStd  iDeviation  iof  i.448  i(M=1.26,  iSD=.448)  iand  ithe  iaverage  iprofit  

iafter  iloan  ifrom  ia  isample  iof  i254  iis  ithe  imean  i2.44  iwith  ia  idegree  iof  ivariation  ifrom  

ithe  imean  ito  iStd  iDeviation  iof  i.631  i(M=2.44,  iSD=.631).  iIn  iconclusion,  ithere  iis  

isignificant  idifference  iin  ithe  iprofit  ibefore  igroup  iloan  i(M=1.26,  iSD=.448)  iand  

iprofit  iafter  igroup  iloan  i(M=2.44,  iSD=.631).  iThis  iindicates  ihow  ibeneficial  igroup  

iloans  iare  ito  ithe  ibeneficiary  iwomen  iunder  iBonzali  iRural  iBank. 

 

Table  i11:  iMean  idifference 

Paired  iSamples  iStatistics 

 Mean N Std.  

iDeviation 

Std.  iError  

iMean 

Pair  i1 

Estimate  imonthly  iprofit  ibefore  

iyour  iloan 

 

1.26 

 

254 

 

.448 

 

.028 

Estimate  imonthly  iprofit  iafter  iyour  

iloan 

2.44 254 .631 .040 

  i  i  i  i  i  iSource:  iAuthor’s  icomputation 

 

Members  igets  ithe  iamounts  ithey  

irequest  ifor  iin  igroup  iloans 

  i56  

i(22.0) 

  i122  

i(48.0) 

  i66  

i(26.0) 

  i10  

i(3.9) 

2.12 .79 

Members  ido  inot  ihave  ito  iwait  ifor  

ilong  iwhen  ithey  iapply  ifor  iloan 

  i71  

i(28.0) 

148  

i(58.3) 

  i35  

i(13.8) 

  i  i  i0  

i(0.0) 

.86 .63 
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Chapter  iSummary 

This  ichapter  idiscussed  ithe  ifindings  iin  iline  iwith  ithe  iobjectives,  ithe  

ievaluation  iof  iWomen  iGroup  iLending  iScheme  iof  iBonzali  iRural  iBank,  iTamale.  

iThese  iobjectives  iwere  ito  idetermine  ithe  icharacteristics  iof  iwomen  igroup  ilending  

ischeme  iof  iBonzali  iRural  iBank  iwhich  iwas  ianalysed  iusing  itables  iand  ifrequencies.  

iThe  istudy  ialso  iexamined  ithe  ifactors  ithat  iinfluence  ithe  irepayment  irate  iof  iwomen  

igroup  ilending  ischeme  iof  iBonzali  iRural  iBank  iand  ialso  ito  iassess  ithe  ibenefits  iof  

igroup  ilending  ito  iwomen  igroups  iin  imicrofinance.  iDescriptive  iand  iinferential  

istatistics  iwere  iused  iin  ithe  ianalysis. 

  i 
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CHAPTER  iFIVE 

SUMMARY,  iCONCLUSION  iAND  iRECOMMENDATIONS 

Introduction 

This  ichapter  icontains  ithe  isummary  iof  ithe  imajor  ifindings  iof  ithe  iwork,  ithe  

iconclusions  imade,  irecommendations  iand  isuggestions  ifor  ifurther  iresearch. 

Summary 

The  iresearch  iwork  iwas  icarried  iout  iin  ithe  iNorthern  iregion  iof  iGhana  

iprecisely  iTamale.  iThe  imain  ipurpose  iof  ithe  istudy  iwas  ito  idetermine  ithe  

icharacteristics  iand  imotivations  iof  iwomen  igroups  iin  igroup  ilending  iapproach  iof  

iBonzali  iRural  iBank  iin  iTamale.  iThe  istudy  ialso  iexamined  ithe  ifactors  ithat  

iinfluence  ithe  irepayment  irate  iof  iwomen  ilending  igroups  iin  ithe  igroup  ilending  

iapproach.  iLastly,  ithe  istudy  iassessed  ithe  ibenefits  iof  ithe  igroup  ilending  ito  iwomen  

igroups  iin  ithe  imicrofinance  iservice  idelivery. 

The  istudy  igenerated  irelevant  iinformation  ifrom  iwomen  igroup  iwhich  iwas  

iused  iin  iaddressing  ithe  iresearch  iquestions  ion  ithe  icharacteristics  iand  imotivations  

iof  iwomen  igroups  iin  igroup  ilending  iapproach,  ithe  ifactors  ithat  iinfluence  

irepayment  irate  iof  iwomen  igroups  iand  ifinally,  ithe  ibenefits  iof  igroup  ilending  ito  

iwomen  igroups  iin  imicrofinance  iservice  idelivery. 

The  istudy  irelied  ion  iboth  iprimary  iand  isecondary  idata  icollected  ifrom  

iwomen  igroups  ibenefiting  ifrom  ithe  igroup  iloan  ischeme  iat  iBonzali  iRural  iBank.  

iConvenient  isampling  iwas  iused  ito  iselect  irespondents  iwithin  igroups  ito  irespond  ito  

ithe  iset  iquestionnaires.  iThe  iStatistical  iPackage  ifor  iSocial  iScience  i(SPSS)  iwas  

iused  ito  ianalyze  ithe  idata. 

A  inumber  iof  itheories  iwere  ireviewed  iin  iorder  ito  isupport  ithe  istudy.  iThe  

isaid  itheories  iinclude  ibut  inot  ilimited  ito  ipoverty  ilending  iapproach  iand  ifinancial  
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ilending  iapproach.  iPoverty  ilending  iapproach  ifocuses  ion  ireducing  ipoverty  

ithrough  icredit  iand  iservices  iprovided  iby  iinstitutions  ithat  iare  ifunded  iby  idonor  iand  

igovernment  isubsidies  iand  iother  iconcessionary  ifunds.  iSavings  iis  inot  ia  isignificant  

ipart  iof  ipoverty  ilending  iapproach  ibut  isome  imandatory  isavings  iare  iusually  

irequired  ibefore  iassessing  iloans.  iFinancial  ilending  ion  ithe  iother  ihand  ifocuses  ion  

icommercial  ifinancial  iintermediation  iamong  ipoor  iborrowers  iand  isavers.  iThe  

imain  iobjective  iof  ithis  iapproach  iis  ito  iserve  ithe  ipoor  ias  iwell  ias  iachieve  

iinstitutional  iself-sustainability  iby  iway  iof  imaking  iprofit  iwithout  ibeing  idependent  

ion  isubsidies.  iAlso,  iadverse  iselection  ias  ione  iof  ithe  itheories  iarises  iwhen  

iborrowers  ihave  icharacteristics  ithat  iare  iunobservable  ito  ithe  ilender  ibut  iaffects  ithe  

iprobability  iof  ibeing  iable  ito  irepay  ia  iloan. 

Findings  ifrom  ithe  istudy  irevealed  ithat  irepayment  iperformance  iof  iwomen  

igroups  iseems  ito  ibe  iencouraging.  iFrom  ithe  ifindings,  imajority  iof  ithe  iwomen  

irepresenting  i50%  iwere  iMarried  iand  ionly  i8.3%  iwere  iSingle.  iThe  irest  iwere  ieither  

iSeparated,  iDivorced  ior  iWidowed.  i105  iwomen  irepresenting  i41.3%  iaged  i31-40  

iyears  iand  i102  irepresenting  i40.2%  iaged  i41-50  iyears.  iThis  iindicates  ithat  iover  

i80%  iof  ithe  iwomen  iwho  ibenefits  ifrom  ithe  igroup  iloan  iaged  i31-50  iyears  iand  iare  

imostly  imarried  iwomen.  iIn  iterms  iof  ieducational  ibackground,  i59.1%  ihad  ibasic  

ieducation,  i25.2%  ihad  isecondary  ieducation  iand  ithe  irest  ihad  ino  iformal  ieducation.  

iSince  ithe  iarea  iis  ia  iMuslim  idominated  iarea,  imajority  iof  ithe  iwomen  iwere  ibelievers  

iof  ithe  iIslam. 

  iTable  i4  irevealed  ithat,  imajority  iof  ithe  iwomen  irepresenting  i83.5%  idid  inot  

ipresent  iany  iform  iof  icollateral  ibefore  ithey  iwere  igiven  ithe  iloan.  iAll  ithey  ineeded  ito  

ido  iwas  ito  ibe  ipart  iof  ia  igroup.  iThe  iresults  ialso  iindicated  ithat,  imost  iof  ithe  iwomen  

ihave  ibeen  ibenefiting  ifrom  ithe  iloans  ifor  ilong  isince  i64.2%  iof  ithe  iwomen  ihave  
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icompleted  i4  ior  imore  iloan-cycles  iwith  ithe  ibank.  iOn  imotivation  ifor  irepayment,  

itable  i8  iindicates  ithat,  i98%  iof  ithe  iwomen  isaid  itheir  imotivation  ifor  irepaying  iwas  

ito  iget  ibigger  iloans  iin  ithe  ifuture.  iAlso,  ion  ithe  iissue  iof  icapital,  i88%  iof  ithe  iwomen  

iagree  ithat  ithe  iloans  iwere  itheir  isource  iof  icapital  ifor  itheir  ibusinesses  iand  itherefore  

iserves  ias  imotivation  ito  ithem. 

The  istudy  iidentified  ifive  ifactors  ithat  iinfluence  iloan  irepayment  inamely,  

imonitoring,  igroup  ipressure,  iscreening,  isocial  ities  iand  idynamic  iincentives.  

iMonitoring  iis  ia  ifactor  ithat  iinfluence  irepayment  iof  iloans,  ifrom  ithe  iresults  ithe  

ilevel  iof  imonitoring  iin  ithe  irepayment  iof  iloan  iwas  ihigh.  iRegular  irepayment  

ischedules  iand  iregular  ivisits  iby  ithe  iloan  iofficer  ialso  ienhances  irepayment  iin  

igroups.  iThis  iindicates  ithat  ithere  iare  ichecks  iand  ibalances  iin  iterms  iof  ipunishing  

idefaulters.  iFrom  itable  i10,  i42.9%  iof  ithe  irespondents  isaid  igroup  imembers  iwere  

iwilling  ito  iput  ipressure  ion  imembers  ito  irepay  ihowever  ithis  iwas  inot  ia  imajor  ifactor  

isince  ithe  ipercentage  iof  irespondents  iwho  idisagree  iwere  imore.  iOn  ithe  iissue  iof  

iloan  iofficer,  i70.5%  iof  ithe  irespondents  isay  iloan  iofficer  iput  ipressure  ion  imembers  

iwho  iare  ilate  iin  irepaying  iand  ithis  ihelps  iimprove  irepayment  iperformance.  iAlso,  

i67.7%  iof  ithe  imembers  isaid  ithey  icould  iborrow  imoney  ifrom  ia  igroup  imember  ito  

imake  irepayment  iwhiles  i32.3%  idisagree. 

The  iability  iof  iindividuals  ito  iget  iaccess  ito  ibigger  iloans  ias  ia  imeasure  iof  

idynamic  iincentive  iyielded  ia  ipositive  iresult.  iMost  iof  ithe  irespondents  isaid  ithey  

irepay  itheir  iloans  iin  iother  ito  iget  iaccess  ito  ibigger  iloans  iin  ifuture.  iThe  iability  iof  

igroup  imembers  ito  ireject  isomeone  ifrom  ithe  igroup  iand  ihow  igroups  iwere  iformed  

iwere  iused  ias  ia  imeasure  ifor  iscreening.  iThe  istudy  iindicated  ithat  isome  imembers  

iwho  iwanted  ito  ijoin  itheir  igroup  iwere  irejected  iand  itherefore,  ithe  ifear  iof  ibeing  

irejected  ias  ia  imember  iof  ithe  igroup  ienhances  irepayment. 
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Social  ities  iwere  imeasured  iusing  ivisitations  iamong  igroup  imembers  

iwithin  igroups,  ias  iwell  ias  imediation  iand  iborrowing  ifrom  ifriends  ito  imake  

irepayment.  iBoth  ivisitations  iand  imediations  iinfluenced  irepayment,  imediation  

iwas  ithe  ihigher  iinfluencing  ifactor. 

Conclusions  i 

  i  i  i  i  i  i  i  i  i  i  i  iThe  igroup  ilending  iapproach  iof  ithe  iBonzali  iRural  iBank  iplayed  ia  imajor  irole  

iin  ialleviating  ipoverty  iamong  iwomen  igroups  iin  iTamale.  iThe  isingular  iguarantee  

ibase  ion  iwhich  imembers  iwere  igranted  iloans  iwere  igroup  iguarantee.  iThe  ipractice  

iof  ithe  iBonzali  iRual  iBank  ihad  ibenefited  ithe  iwomen  iin  iso  imany  iways  iwhich  

iincludes,  isource  iof  icapital  ito  itheir  ibusinesses  ithereby  iimproving  ithe  ifinancial  

icapability  iof  ibeneficiary  iwomen.  iThe  igroup  iloans  ialso  igave  imembers  ieasy  

iaccess  ito  icredit,  ioffered  imembers  ibusiness  iadvice  iwhich  ihelped  iin  ideveloping  

iwomen  ibusinesses  ias  iwell  ias  iimprove  itheir  ientrepreneurial  iskills.  iThe  ifactors  

ithat  iinfluence  ithe  irepayment  irate  iof  ithe  iwomen  igroup  iborrowing  ischeme  

iinclude,  imonitoring,  igroup  ipressure,  iscreening,  isocial  ities  iand  idynamic  

iincentives. 

One  iof  ithe  ihighly  imotivating  ifactors  ifor  igroup  iloan  irepayment  iis  

idynamic  iincentive.  iThat  iis,  imajority  iof  ithe  irespondents  i(98%)  isaid  ithey  iwere  

imotivated  ito  irepay  itheir  iloan  iso  ias  ito  iget  ibigger  iloans  iin  ithe  ifuture.  iGenerally,  

iMajority  iof  ithe  imembers  iwere  ipositive  iabout  ithe  ifuture  iof  itheir  igroups.  i 

Recommendations  i 

• The  iBRB  ishould  iimprove  ion  ithe  ibusiness  iadvices  igiven  ito  ithe  iwomen  ion  

itheir  ibusinesses  isince  ithe  isuccess  iof  itheir  ibusiness  ihave  ia  iconsequential  

ieffect  ion  itheir  iloan  irepayments. 
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• The  iregulatory  iauthority  i(Bank  iof  iGhana)  ishould  iconsider  iadopting  ia  

ipolicy  ithat  iseek  ito  ilessen  ithe  icost  iof  iborrowing  ito  irural  ibanks  iand  iother  

imicrofinance  iinstitutions  ithat  isupports  iwomen  ibusinesses  iand  

ientrepreneurs.  i 

• The  iMicro  ifinancial  iinstitutions  imore  iespecially  ithe  iRural  iBank  ishould  

imotivate  igroup  imembers  iwho  iare  iable  ito  isettle  itheir  iloans  iin  itime  iby  

igiven  ithem  ibigger  iloans  iwhen  irequested  ifor,  isince  iit  iis  ithe  ihighest  

imotivating  ifactor  ifor  irepayment.  iAlso,  iloan  iofficers  ishould  iimprove  ion  

itheir  ivisitations  ito  iconstantly  iremind  imembers  ito  imake  ipayments  iat  ithe  

iright  itime. 

• Commercial  iBanks  iand  iother  irural  ibanks  ishould  iconsider  iventuring  iinto  

ithe  igroup  ilending  isince  iit  ihas  ithe  itendency  iof  iimproving  irepayment  

iperformance  iand  iinducing  ibusiness  iprofitability  iamong  ismall  iscale  

ibusiness. 

 

Suggestions for Further Research 

            This study collected data only from the Tamale branch of the Bonzali 

Rural Bank operating in the Northern Region of Ghana which is an urban set 

up. It is recommended that more studies should be conducted on the other 

branches operating in the rural areas of the region so as to understand the effect 

of group lending to the rural poor. 
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APPENDIX 

Appendix I: Sampling Table 

 

 

 

 

 

 

 

 

 

 

 

Source: Krejcie & Morgan 1970 
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Appendix II (Map of Tamale)         
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UNIVERSITY OF CAPE COAST 

SCHOOL OF BUSINESS 

DEPARTMENT OF ACCOUNTING 

QUESTIONNAIRE ON EVALUATION OF WOMEN GROUP 

LENDING SCHEME IN MICROFINANCE SERVICE DELIVERY AT 

BONZALI RURAL BANK. 

Dear Sir/Madam, 

I am a student of the University of Cape Coast, conducting a research on 

Evaluation of women Groups lending scheme of Bonzali Rural Bank (BRB) 

as part of the requirement for the Master of Business Administration 

(Accounting). I would be very grateful if you could take few minutes of your 

time to complete this questionnaire for me. 

Please be assured that any information you provide will be confidential 

and would be used for academic purpose only. 

SECTION A: DEMOGRAPHIC INFORMATION (TO BE 

ADMINISTRED TO INDIVIDUALS WITHIN GROUPS) 

1. Marital status 

(1) Married     [ ]          (2) Single   [ ]               (3) Separated   [ ] 

(4) Divorced   [ ]         (5) Widow   [ ] 

2. Age at last birth day  

            (1) Below 30 years          [ ]               (4) 51-60 years       [ ] 

            (2) 31-40 years                 [ ]               (5) 61-70 years      [ ] 

            (3) 41-50 years                 [ ]                (6) 71+                  [ ]  

3. Educational level. 

(1) No formal education [ ] 

© University of Cape Coast     https://ir.ucc.edu.gh/xmlui

Digitized by Sam Jonah Library



65 

 

(2) Basic education         [ ] 

(3) Secondary                  [ ] 

(4) Tertiary                      [ ] 

4. Religious Affiliation. 

(1) Islam                           [ ] 

(2) Christianity                 [ ] 

(3) Traditional Religion    [ ] 

(4) Other please specify…………………….. 

 

SECTION B LOAN CHARACTERISTICS  

6. How much did you received as loan? 

   (1) Less than Ghc100   [ ]     (2) Ghc100-Ghc300 [ ] 

               (3) Ghc301-Ghc500      [ ]       (4) Ghc501 and above [ ] 

7. Did you present any form of collateral before you were given the loan? 

(1) Yes     [ ]    (2) No    [ ] 

8. What requirement do you meet before you were given the loan? 

(1) Guarantor      [ ]    (2) Group membership   [ ]  (3) Personal 

property [ ] 

      (4) Other please specify………………… 

9. How many months were you given to repay the loan? 

(1) 1-3months [ ]            (2) 4-6months   [ ]  

      (3) 7-9months [ ]             (4) other please specify…… 

10. How is the interest rate charged? 

(1) Monthly         [ ]       (2) Per loan cycle  [ ] 

 (3) Per Annum   [ ]       (4) Other please specify…. 
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11. How many loan cycles have you completed? 

(1) 1-3time/s    [ ]      (2) 4-5times    [ ]        (3) Other please specify……. 

SECTION C MOTIVATIONS FOR REPAYMENT 

To what extend do the following motivations influence the 

repayment of your loan. Tick appropriately using a 4 point Likert scale 

where 1= Strongly Disagree, 2= Disagree, 3= Agree and 4= Strongly 

agree. 

 Strongly 

disagree 

Disagree Agree Strongly 

Agree 

12. I do not want to 

lose my savings 

1 2 3 4 

13. I want to get 

access to bigger 

loans in feature 

1 2 3 4 

14. It provides me 

capital for my 

business 

1 2 3 4 

15. It improves my 

financial well-

being  

1 2 3 4 

16. I do not want to 

destroy my 

reputation in 

the community 

1 2 3 4 

17. It gives me easy 

access to credit 

1 2 3 4 

 

 

SECTION D (BENEFITS OF GROUP LOAN) 

18. What is the impact of the group loans on your business? 

(1) Positive     [ ]      (2) negative     [ ]    (3) Neutral   [ ] 

19. Which of the following best estimate your monthly profit before your 

group loan? 

(1) Below Ghc100 [ ]           (2) Ghc101-ghc200  [ ]  

 (3) Ghc201-ghc300 [ ]         (4)Above Ghc300   [ ] 
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20. Which of the following best estimate your monthly profit after the loan? 

(1) Below Ghc100    [ ]           (2) Ghc101-ghc200  [ ] 

 (3) Ghc201-Ghc300 [ ]          (4) Above Ghc300    [ ] 

SECTION E (FACTORS THAT INFLUENCE LOAN 

REPAYMENTS) 

MONITORING 

21. Does the loan officer visit your group? 

(1) Yes        [ ]   (2) No      [ ] 

22. How frequent are you visited by the loan officer? 

(1) Weekly        [ ]          (2) Every two weeks    [ ]  

(3) Monthly        [ ]          (4) Other please specify………… 

23. Does the loan officer put pressure on a member who is late in repaying her 

loan? 

(1) Yes          [ ]           (2) No      [ ] 

24. Does the loan officer develop internal code of conduct to punish a defaulting 

group member? 

(1) Yes            [ ]          (2)  No        [ ] 

GROUP PRESSURE 

25. Are group members willing to put pressure on a member who is late in 

repaying her loan?   

(1)  Yes           [ ]             (2)  No         [ ] 

26. Do group members feel practicing such pressure is difficult? 

(1) Yes          [ ]             (2) No        [ ] 

27. Do group members feel moral obligation to pay group loans? 

(1) Yes              [ ]       (2) No     [ ] 
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28. Does the group have internal code of conduct/general principles to punish a 

defaulting group member? 

(1) Yes             [ ]        (2) No       [ ] 

SOCIAL TIES 

29. How many group members have relatives in the group? 

(1) Majority of members   [ ]      (2) About half of members  [ ]     (3) 

Few  [ ] 

30. Have you visited a group member in the past week? 

(1) Yes          [ ]               (2) No       [ ] 

31. If you cannot make a loan repayment can you borrow temporary from a 

member to pay it? 

(1) Yes         [ ]              (2) No        [ ] 

32. Do group members seek mediation from others to solve a dispute 

between group members? 

(1) Yes       [ ]                (2) No       [ ] 

SCREENING 

33. How was the group formed? 

(1) Already existing for non-financial service      [ ] 

(2) Self-selection                                                   [ ] 

(3) Formed by the credit officer                            [ ] 

(4) Other specify                                                   [ ]       

                

34. Has the group ever rejected someone who wanted to join? 

(1) Yes         [ ]        (2) No         [ ] 

35. Are there people who would like to join the group but cannot? 
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(1) Yes       [ ]       (2)  No 

SECTION F (BENEFITS OF GROUP LOANS) 

To what extent do you agree or disagree to the following benefit 

of the women group loan scheme. Where 1= Strongly Disagree, 2= 

Disagree, 3= Agree and 4= Strongly Agree 

 Strongly 

Disagree 

Disagree Agree Strongly 

Agree 

36. It improves 

members 

financial 

situation 

 

1 

 

2 

 

3 

 

4 

37. It gives members 

easy access to 

credit 

 

1 

 

2 

 

3 

 

4 

38. It offer members 

business advice 

 

1 

 

2 

 

3 

 

4 

39. Members do not 

have to provide 

collateral to get 

loan 

 

1 

 

2 

 

3 

 

4 

40. Members get the 

amount of loan 

they requested 

for 

 

1 

 

2 

 

3 

 

4 

41. Members  do not 

have to wait for 

long when they 

apply for loan 

 

1 

 

2 

 

3 

 

4 

 

42. How do you foresee the future of your group for the next five 

years? 

    (1) Bright    [ ]      (2) Bad      [ ]     (3) Not sure   [ ] 

43. What should be done to make group borrowing better? 

    (1) Demand individual collateral                             [ ] 
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    (2) Give equal amount of credit to all members     [ ] 

    (3) Other please specify……………………………. 
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