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Abstract

The thrust of this study was to investigate thediecthat motivate women microcredit borrowersha tUpper
East Region of Ghana to take multiple loans fronarafinance institutions. The study employed the ldeu
hurdle estimation method and the data was collefttad 500 women engaged in agro-processing of wRbfh
were beneficiaries of multiple loans and 250 nondfieiaries.

The results showed that the set of factors thataotgd the decision to borrow are among the fadteas
impacted the decision to go for multiple loans fronicrofinance institutions though the directiongiud impact
were found to be different for the two decisionbu3, the number of people in household and numbfeieads
with loans have positive impact on the decisiobdarow; however, these variables have negative éinpa the
decision to go for multiple loans. It was also fduhat women who relinquished their loans to tpiwuses and
women who took permission from their spouses betbey could borrow had less multiple loans. Again,
respondents who were living below the poverty ljpeor) had less multiple loans than their countdspaho
were not poor.

The conclusion drawn is that, intra-household sleni making and power play in male dominant houkisho
prevent women from taking multiple loans no maltew beneficial these loans may be for the womenthei
households. In view of this, it is recommended textder mainstreaming should be included in theices of
microfinance institutions to encourage women paguditton in household decision making. Again micnafice
institutions should devote a percentage of theinlportfolio to targeting the poor.

Keywords. Oliver Twists, Women, microcredit, power-play, tiethurdle and Ghana

1. Introduction

It has been argued that, the theory underlying ghemotion of microfinance is due to market failure.
Accordingly, the reason lies with the reluctancer@iny commercial financial intermediaries, suchbasks, to
advance relatively small loans to large numbergamir people. This is because poor people are di#éemed as
unbankable (Bowles et al., 2006; Khan, 2008).

In the light of this, poor people frequently rely &riends or family or private money lenders asrtipeincipal
sources of credit, with the private money lendexsally charging usury rates. However, the inabiitypoth the
formal (banks) and informal (money lenders) privebenmercial sector to meet the financial demandgooir
people, has beckoned other microfinance providetk as NGOs into the microfinance industry (Kha&).

The call by The 1997 Microfinance Summit for the biiaation of US$20 billion over a ten year perital
support microfinance also enhanced the growth efrtticrofinance industry. Therefore from 2004 to 200
microfinance enjoyed unprecedented growth in emergharkets. For instance, at the end of 2009, the
Microfinance Information Exchange was tracking #,08icrofinance institutions (MFIs) that were segyind
million borrowers ($38 billion in outstanding lognand 67 million savers ($23 billion in deposits)(
Microfinance Information Exchange, Inc., 2009).

A plethora of success stories on microfinance édktant literatures have given hope to many peopjfe that

access to microfinance can catapult them out oéggvFor instance, Remenyi and Quinones (2000),duvich
and Haley (2002); Khandker (2005); Gobezie and &af®007); Imai and Azam (2010); Imai, Arun and Ann
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(2010); Ghalib, Malki and Imai (2011); Annim andnalk (2013) and more other studies have shown y®siti
impact of microfinance on poverty reduction.

The above antecedents created fertile groundsh®omticrofinance industry in developing countriesluding
Ghana, to blossom. For instance, in sub-SaharaitaAfiSSA), as at 2007, Ghana was ranked the highest
recipient (about US$186m) of development partneosor funding into microfinance (CGAP, 2008). Thus,
many poor people now have access to microfinanstutions loans with several people borrowing riypldt
times from these microfinance institutions.

Farugee and Khalily (2011) described a househotti & individual with more than one membership of a
microfinance institution as household overlapping aembership overlapping respectively. This sutggist,
these overlapping clients are multiple borrowetshds often been asserted that multiple borrowenplg
borrow from Paul to pay Peter. This has arisen lmzaf intense competition among fast growing nficemce
institutions who engage in reckless lending withsuitable assessment of client’s credit absorptipacities
and multiple memberships leading to over-indebtedmad defaults (Farugee & Khalily, 2011).

Armendariz deAghion and Morduch (2005) stated that there is mdl-known study that robustly shows any
strong impacts of microfinance programmes on opgiteg and that defaulting of loan is a cause oftipiel
borrowing. They also asserted that, Bolivia hadfesetl from overlapping problems because of intense
competition among MFIs in the 1990s. Vogelgesan@082 also found that Bolivia had suffered from
overlapping problems coupled with economic crisisiy 1996-2000 and that the quality of portfolleedd by
microfinance institutions deteriorated.

However, Mukherjee (2010) estimates that 10.28%illahe clients in the study sample are multiplerbaers.
The major finding of this study is that, multiplerbowers have a lower arrears rate than their sibgkrowing
peers in the same branches and lower than thefr#ite overall sample. Majority of the multiplerbmwers said
they used the second loan for investment purposdsnane reported repayment difficulties. Krishnaswa
(2007) examined the degree of multiple borrowingween microfinance institutions clients in a conipes
state in India. A higher percentage of multiplerbarmers said that gathering more credit was comiyletesir
voluntary decision and that, they used the secoad for investment purposes. The study also fouuleor
better repayment records of the multiple borrovtleas that of single borrowers.

In a study of rural women engaged in agro-proce@ssirthe Upper East Region of GhanaAlnaa (2013) found
that respondents who receive loans at least thm@doar times, have higher weekly consumption exjtere on

basic needs than those who receive loans at mosabd three times respectively. The study conclutiad
multiple loans from microfinance institutions cabtrte positively to reducing household poverty amoural

women engaged in agro-processing in that Region.

For Farugee and Khalily (2011), a number of factarsount for this phenomena of multiple borrowimgoag
clients; for supporting growth of a small busined&nt’s may require larger loans than that offeby a single
microfinance providers; clients may need suppleamnmmicroloans to cope with any adverse shocksoor f
consumption in crisis period; in case of defalig tlient can take out a second loan for the repaympurposes;
among others.

In a survey of rural women engaged in agro-proogssi the Upper East Region of Ghana in 2011, éth®
250 beneficiaries of microfinance institution loark98 of them were multiple borrowers. One of the
beneficiaries had actually borrowed 20 times ovgredod of 10 years, with a total amount of 2,708aGa
Cedis borrowed over the ten year period.

The Upper East Region is the second poorest rdgiddhana with about 70% of the population beingrpoo
(Ghana Statistical Service, 2008). The region ha=r ¢he years experienced the activities of micanfice
institutions. These institutions targeted rural veomvho are engaged in various economic activiti#s thre aim

of helping them with loans and other financial $gg% to boost their businesses.

The Region is basically a patriarchal society, urgleeh circumstances it can be inferred that womvenld
have limited say on what goes around them. Howthisrcan be said to be dependent on power brokenage
the resourcefulness of the women. Therefore, ibisuncommon to find a considerable number of womba

are resourceful and / or assertive. Current trefid®@mmunity education and sensitisation on gersferes have
further enlightened most women and men alike inRlegion thereby giving these women much more socio-
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economic leverage. Trends in increasing single erbtbod and female headed households in this Region
indicate stresses on women and the need for theendgage in various livelihood activities in orderprovide
for the needs of their children and other deperdant

Thus, it is common that most women would take athga of microfinance institutions activities by rsiigg up
their programmes and as such benefit from the lodosocredits provided by these institutions. Thasamen
over the years received multiple loans from variaisrofinance institutions which studies have shaat
these multiple loans have helped the women redaeesdhold poverty (Alnaa, 2013). However, it isl stil
difficult to tell what factors motivate these womtntake on multiple loans as there is no independtudy
which has explored this in the region. It is theref important to find out why some rural women atw to
borrow microcredit from microfinance institutionghile others choose not to borrow at all. Even enor
important it is to understand why borrowers plag groverbial Oliver Twist. Are there socio-cultukalriables
to be identified and addressed?

2.0 Material and methods

2.1 Data

The study employed descriptive survey. The datéaherstudy was obtained from both beneficiariesatment
group) and non-beneficiaries (control group) of M&&ns in 2011 through a random survey of 500 women
engaged in agro-processing in the Upper East Regfi@hana, of whom 250 were beneficiaries of miciafice
while 250 were non-beneficiaries. Interview schedulvere administered to the randomly selected nelpus

in a face-to-face interview. The questions includledhe interview related to access to microfinanodial
savings, consumption expenditure on basic needsnuimber of times one has taken loans from micaofie
institution(s), the number of business activitiee tvoman engages in at the moment, the value pligutalue

of assets and several other socio-demographic ctiesistics.

2.2 Theoretical model specifications

Following Teklewold, Dadi, Yami and Dana ( 2006)dividual agro-processors are assumed to maximize
expected utility according to a von Neumann and déastern (1944)tility function defined over wealth (W).
When faced with a choice between two alternativa@sitens, the'f agro-processor compares the expected utility

with the decision to borrow from a microfinancetitugion, EU,, (W) to the expected utility with the decision

not to borrow,EU,, (W) While direct measurement of individual agro-pism’s perceptions and risk

attitudes on borrowing are not available, inferencan be made for variables that influence theibligton and
expected utility evaluation of borrowing. Theseighles are used as a vector 'X' of attributes efcahoices
made by agro-processor 'i' agds a random disturbance that arises from unobdevaeation in preferences,
attributes of the alternatives, and errors in opation. Given the usual discrete choice analysilaniting the
amount of non-linearity in the likelihood functioBU,(W) andgyq(W) may be written as:

EU, (W) = a,X + &, (1)

EU, (W) = a,X + &, )

The difference in expected utility may then be terit
EU, (W) 2 BU,; (W) = (a,X + &) - (a.X + &)
= (a,? a,) X+ (& ?¢&,)

n

= aXi + & (3)
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A preference for microcredit (to borrow) will resuf = EU,; (W) ? EU, (W) > 0; whereas, a

preference for non-borrowing will be revealedHf EU,; (W) ? EU,, (W) <0.

The observed choice of borrowing or non-borrowiaghypothesized to be the end result of socio-ecamom
characteristics of the agro-processors and a conggleof inter-decision preference comparisons nigdagro-
processors. The empirical analysis permits thestigation of the decision whether or not to borrfsam a
microfinance institution and the conditional numioértimes one borrows if the initial decision torlw was
made. Several hypotheses can be derived on thessetw of decision - factors that affect the deniso borrow
or not and factors that affect intensity of bormogvor the number of times one borrows.

2.3 Econometric specification of double hurdle model

A feature of binary or censored data models istti@aprocess, which results in non-borrowing, suased to be
the same as that which determines multiple borrgwinmultiple loans (the intensity of borrowinghssuming
a given agro-processor’s characteristic is knowhaee a positive effect on the intensity of bormogyithen a
very high value of this characteristic would likdgad to the prediction of borrowing for such agrocessor.
Though, such assumptions may turn out to holdgtieeno reason to expect this apriori. A reason sigh an
assumption might fail is that, there may exist @ppirtion of the population of agro-processors whabl out of
principle, never borrow under any circumstanceki@eold, Dadi, Yami & Dana, 2006).

In principle, the decisions on whether to borrovd dlow many times to borrowing can be made jointly o
separately (Berhanu & Swinton, 2003). The Tobit eidd used to analyse under the assumption thatvwtbe
decisions are affected by the same set of fac@rsgne, 1993). In the double-hurdle model, on therchand,
both hurdles have equations associated with theoorporating the effects of agro-processor's cheriatics
and other factors. Such explanatory variables rpggar in both equations or in either of one. Mogiartantly,

a variable appearing in both equations may havesitgeffects in the two equations. The double-leunadbdel,
originally due to Cragg (1971), has been extengiaplplied in several studies such as Burton e{1896) and
Newman et al. (2001). However, this model has assly used in the area of microcredit borrowing.

The double-hurdle model is a parametric generadimadf the Tobit model, in which two separate sastit
processes determine the decision to borrow anduh&er of times one borrows. The double-hurdle hbds
a decision to borrow (D) equation:

D, =1if D/ >0 and 0 ifD/
“4)

D =a'Z +U,

D being a latent variable that takes the valuethdfindividual agro-processor borrows and zerdahigowise, Z
is a vector of household characteristics @@ a vector of parameters. The multiple borrowimghomber of
times one borrows (intensity of borrowing) (Y) tesequation of the following:

Y =Y >0 andD, *>
Y, =0 otherwise (5)
Y* =B X +V,

Where Y is the observed answer to the number of timesoafolving (intensity), X is a vector of individual's
characteristics ang3 is a vector of parameters

The error terms Uand V are distributed as follows:
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U, 0 N(0,1)
2 (6)
V. [ N(0,07)

The log-likelihood function for the double-hurdledel is:

log L= Z‘jn{l— d@z ){'Bxi' H + ZEn{qJ(aZi')%w(Yi_Tﬂxi‘H ©)

g

Under the assumption of independency between tloe exrms VY and U the model (as originally proposed by
Cragg, (1971)) is equivalent to a combination trfuacated regression model and a univariate probiel. The
Tobit model, as presented above arises if

Azﬁ andX =Z
o

A simple test for the double-hurdle model agaihst Tobit model can be used. It can be shown tleailtbit
log-likelihood is the sum of the log-likelihood tife truncated and the probit models. Therefore,simply has
to estimate the truncated regression model, thét Taddel and the probit model separately and u#ebhood
ratio (LR) test. The LR-statististics can be congguising (Greene, 1993):

M =-2[¢nL; = (InL)] 0 X7 ®)

Where Lr=likelihood for the Tobit model; = likelihood for the probit model;4z= likelihood for the truncated
regression model; and k is the number of independgsiables in the equations.

B B

If the test hypothesis is written &4, A== andA = .H will be rejected on a pre-specified significance
g g

level, if %

2.4 Empirical double hurdle model

mfmany = age + depend +lonsours+ frnsours+ output + oldsav + numacty +

9
amtprof +amtsav + assets +tkmony + eff 5+ poor + & ®)

Where mfmany is the number of times an individual has borroviredn a microfinance institution,( intensity

of borrowing) and has the features ofdhd Y while £is decomposable intt), andV, as in equations (4)
and (5) respectively with independent variableseaipipg in both equations.
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3.0 Resultsand Discussion
Table 1: Descriptive Statistics of Variables

Variables Description Obs. Mean S.Deviation

Poor Poor (1/0) 437 0.212 0.409

age Age in years 437 39.951 11.659

mfmany Number of times received loans 437 1.375 .262

depend Dependants in household 437 3.100 1212

frnsours Number of friends with loans 437 2.995 4.547

hhppl Number of people in household 437 2.03 7.032

lonsours Number of borrowing sources 437 1.062 0.381

numacty Number of economic activities 743 1.245 1.123

oldsav Initial savings 457 98.99 133.70

assets Value of physical assets 437 442.7 1040.8

Output Value of output 435 410.2 936

Amtsav Current savings 437 147 336

tkmony Spouse or a male takes portion of loan(1/0) 436 0.19 0.40

permhhh Needs permission from spouse to borrow(1/0) 436 00.6 0.517

Source: Field Survey data, (2011)

Table 1, shows the explanation and descriptivéstitt of the data used for the analygige, depend, edulev,
numacty, lonsours, frnsours andhhppl are a set of household characteristics. Whgeds number of years of
the respondent, the mean age is given as 39.9ppvoximately 40 years. About 94% of the respondamnts
within the age brackets of 20-60 years and 69%imvitie age group of 20-40 years. This suggestsntiagarity
of the respondents fall within the economicallyiaetgroup. The number of dependents in the respuisle
household is denoted ligpend with a mean number of three (3) dependents. Alkppl denotes the number
of people in the respondent’s household with a nedabout 7 people in each household. The varifinsour s
denotes the number of friends of the respondent lvetve borrowed from an MFI. This measures the liheafl
financial services in the community. The numbep@dple in rural areas particularly the poor whossmeved by
MFIs determine the breadth of financial serviced as such the level of demand for the financialises.

Also, lonsours measures the number of sources of borrowing thatréispondent can actually borrow from
within the community when in need of a loan. Theserces include both formal (MFIs and Banks) arfidrimal
(friends, relatives and money lenders) institutiohsus lonsours determines the number of theseaioand
informal financial institutions that the respondean actually and confidently go to for a loan whemeed.
The value of assets owned by the respondents nezhsurCedis is denoted tpssets. The variableoldsav
measures the initial financial resources or savofghe respondent before receipt of loan from d bifstart of
agro-processing business.

Again, the variablewumacty denotes the number of income generating activitiasthe respondent engages in
as at the time of the study. The variatienony, is a binary variable and takes the value 1 if {h@use or any
male member of the household takes a portion ofdae gotten from a microfinance institution, othise 0.
Due to male dominance, it is believed that many eomho access microcredit relinquish the loanshéir t
spouses or fathers-in-law or sons (Goetz & GufagiKabeer, 1998).

The variablepermhhh is constructed as a binary variable. It takeswhleie 1 if the respondent must seek
permission from her husband, household head omalg member in the household before she acceddéd a
loan, and 0 if otherwise. The meanpef mhhh is given as 0.60, implying that about 60% of thgpondents had
to seek permission from their husband or a male neerof the household before accessing a loan froiR&l.
permhhh andtkmony measure intra-household decision making and p@tesrin the householdOutput is
measured as value added valued in Cedis.
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Also the variablepoor measure the poverty status of respondents. Isporalent lives below the calculated
weekly poverty line of 14.41, then she is deemepams and takes the value of 1 and O if otherwise.

Table 2 shows the results of the double hurdlemedion of intensity of borrowing (multiple borrovgh

Column A shows the results of the first hurdlepgitl estimation of the decision to borrow or nohile column
B indicates the results of the second hurdle; edton of the number times one borrows after thet filecision
has been taken to sign up microfinance programmes.

From column A of Table 2, the variables; numbeifr@fnds with loans, the value of output, currentisgs,
value of physical assets, spouse or a male takipgrtion of loan, number of people in household aodr
respondents are all statistically significant inedmining the probability of an agro-processor baing from a

microfinance institution.

Table 2: Results of Double Hurdle Estimation intensity of borrowing

(A) (B)
Variables Logit Poisson
age 0.0064 -0.0095***
(0.0133) (0.0003)
Dependants in household 0.119 0.0401***
(0.0938) (0.0012)
Number of borrowing sources -0.607 0.163***
(0.402) (0.0078)
Number of friends with loans 0.382*** -0.0093***
(0.0725) (0.0007)
Value of output -0.0014*** 0.0003***
(0.0004) (0.00001)
Initial savings 0.000183 0.0007***
(0.00121) (0.00002)
Number of economic activities 0.0586 15Brr*
(0.355) (0.0060)
Current savings 0.0046*** -0.0002***
(0.0015) (0.00001)
Value of physical assets 0.0009** .332-06
(0.0005) (1.58e-06)
Spouse or a male takes portion of loan(1/0) 1.525% -0.266***
(0.400) (0.00673)
Needs permission from spouse to borrow(1/0) 0.145 0.162***
(0.301) (0.00644)
Number of people in household 0.156* -0.054**
(0.089) (.00159)
Poor(1/0) 0.868* -0.459%**
(0.525) (0.0138)
Constant -3.141 % 7.041%**
(1.067) (0.0201)
Observations 435 435

Source: computed from field survey data, (2011)
Note: Standard errors in parentheses

**+ n<0.01, ** p<0.05, * p<0.1
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The coefficient of number of friends with loangi882 and is significant at 1%. Thus an increag@é number
of friends with loans increases the probabilityasf agro-processor also taking a loan from a micaoite
institution. Again an increase in current savingalue of physical assets and number of people & th
respondent’s household, increase the probabilitthefrespondent borrowing from a microfinance tostin
and their coefficients are given as 0.046, 0.000® @156 respectively. However, an increase invidlae of
output decreases the probability of the responbdembwing from a microfinance institution. This mbag due to
the fact that, as the value of output increasesdbpondents may be making enough profit from tbalies and
may therefore not need to borrow from a microfireimstitution.

The results again show that respondents who rehcp portion of a loan to their spouse or any nmadenber
of the household are more likely to borrow from &nafinance institution than their counterparts wdm not
relinquish their loan to their spouse. Moreovespandents who are poor are more likely to borrommfra
microfinance institution than their counterpartsovadre not poor.

From column B, all the variables except, value loygical assets, are statistically significant ahd%. Thus,
the age of the respondent has a negative impacanudtiple borrowing or the number times one borrows.
Number of dependents in household and number afotMitg sources however have positive impacts on
multiple borrowing even though they are not sigifit in the first hurdle.

Also, the number of friends with loans has a nemgaitnpact on multiple borrowing, though this vateabas a
positive impact on the probability of borrowing tine first hurdle. This is so because friends withns may
encourage their peers to also borrow initially, beer, subsequent decisions as to whether to gorimbre
loans in the future may be decisions taken indepenaf friends’ influence.

The value of output has a positive impact on midtiporrowing but it is negatively related to thecd@n to
borrow. Initial saving also has a positive impaetroultiple borrowing, while the number of econorattivities
engaged in by the respondent has negative impagtultiple borrowing, it is not significant in the@dt hurdle.
As the one engages in more economic activitiesehdency to go in for more loans reduces due tdattethat
more profits would have been made and the procewe@sted in other activities hence its negativedotpon
multiple borrowing. This finding is contrary to Fgree and Khalily (2011) which asserts that clienss/ need
supplementary microloans to support growth of alksusiness.

Again current savings has a negative impact onipt@lborrowing but has a positive impact on theisiea to
borrow. In most microfinance programmes currenirgais a prerequisite for loans, however, this may be
the case for subsequent loans to be contracted.

The results again indicate that respondents whosesg or any male member of the household takestmmp
of her loan contracted, take on less multiple ladwas their counterparts whose spouse do not tgdartaon of
their loan but this variable has a positive impantthe probability of borrowing. The reason may that
respondents are unwilling to go in for more loainse they know their spouses are likely to takedipn of the
loan while they are left with the difficulty of raging the whole loan amount. Also respondents whstrtake
permission from their spouse or any male membé¢he@household take on less multiple loans. It tenefore
be inferred that these two variables; spouse ta&ipgrtion of the loan and permission from spoasbadrrow
which measure intra-household decision making awiep play have negative impacts on multiple borrmwi

The number of people in the respondents’ househatda negative impact on multiple borrowing, bus th
positive in the first hurdle. Also respondents, vate poor, living below the weekly poverty linelf.41 Cedis,
take on less multiple loans than their counterpati® are not poor. Poor people may have challemdes
repaying their loans and for that matter may hawer gredit rating. In such a circumstance theyuaréely to
get multiple loans than their counterparts whorere-poor.
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4.0 Conclusions and Policy recommendations

The study sought to investigate the factors thativate women microcredit borrowers to play the Endoial
Oliver Twist, that is, take multiple loans from mdfinance institutions. The study used the douhledle
estimation method and the results showed thattingber of dependents in the respondent’s housetmaldhe
number of borrowing sources known to the respondeatmotivating factors for multiple borrowing tbet
women. On the contrary respondents who relinquistir tloans to their spouse, respondents who must
necessarily seek permission from their spouse esgbndents who are poor have no motivation to riakiéple
loans.

It is therefore concluded that, intra-householdigien making and power play in male dominant hoosishif
not well balanced, discourage women from takingtiplel loans no matter how beneficial these loany e
for the women and their households. Again, pooipfedo not have the motivation to go in for mukipbans.
This is so because of their poor credit ratingthia light of these, it is recommended that gendaingtreaming
should be included in the services of microfinaimitutions to encourage women participation imugehold
decision making so as to give them more socio-exindeverage to engage in economic activities ag las
they are beneficial to them. Again microfinancditn§ons should devote a percentage of their lpartfolio to
targeting the poor so as to enable the poor adcass as many times as they can.
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