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ABSTRACT

Deficientpolicyformulationprocessesandinadequatemonitoringandsupervisionremainfactors
impedingthegrowthofmicrofinanceinsub-SaharanAfrica.Thisarticleexploresissuesmitigating
policy implementation for microfinance institutions to propose a framework that will integrate
stakeholdersinthemicrofinancesectorforeffectivefinancialpolicyimplementationandpromotion
ofmicrofinanceperformanceandgrowth.Thearticleproposesfinancialmonitoringpolicyownership
structureandarguesforthecreationofanindependentnationalmicrofinancesupervisoryauthority
as an alternative to ensuring effective implementation of microfinance policies in Ghana. This
framework, the authors argue, will enhance stakeholder engagement in police formulation and
create the necessary implementation environment, with adequate information, in which policy
implementationformicrofinancewillflourish.
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INTRoDUCTIoN

Microfinanceinstitutions(MFIs)arefinancialinstitutionswithsocialagendaofdeepeningfinancial
inclusiontoalleviatepovertyviatheprovisionoffinancetothehardcorepoorwhodonothaveaccess
totheconventionalbanks(Addae-Korankye,2012).Thesuccessofthestrategywaswellpronounced
untiltherewasashiftfromtheprimarysocialfocustocommercializationandacceptanceofdeposits
fromtheirclients.This laterpracticeprompted thecall for regulationfor thefinancialsubsector
(Smith&Katikireddi).

Research on regulating microfinance institutions (MFIs) (Smith & Katikireddi, 2012; May,
2014:1-23)topromotefinancialsanityandarrestthenumerousproblems(Addae-Korankye,2012;
Ojo,2013;Boateng,2015)besettingthesectoryieldedsignificantresultsbutequalattentionwas
notgiventoimplementationofsuchregulationsandpoliciestorealizetheobjectiveofregulating
(May,2014:1-23;Little,2012)thefinancialsubsector.Muchthereforehasnotchangedsincethe
institutionofvarioustypesofregulationformicrofinance(MF)insub-SaharaAfrica(SSA)countries,
particularlyinGhana.Despitecraftingsectorregulations(BoG,2011;2013)therecentfinancial
scandalofDKMwhichrobbedhundredsofdepositorsoftheirhard-earnedincome(Sarpong,2016)
provesthatthemerepresenceofpoliciesisnotenough.Manyobservantsblamedthephenomenon
onthelesseffectivesupervisionandmonitoringbytheBankofGhanatherebygivingtheMFIsa
leewaytoexploittheirclients.Thispromptsthisstudytoaskwhythesub-optimalperformanceand
rampantcollapseandclosureoftheMFIsinGhana.

Thisarticle,originallypublishedunderIGIGlobal’scopyrightonJanuary1,2019willproceedwithpublicationasanOpenAccessarticle
startingonFebruary3,2021inthegoldOpenAccessjournal,InternationalJournalofR&DInnovationStrategy(convertedtogoldOpen

AccessJanuary1,2021),andwillbedistributedunderthetermsoftheCreativeCommonsAttributionLicense(http://creativecommons.org/
licenses/by/4.0/)whichpermitsunrestricteduse,distribution,andproductioninanymedium,providedtheauthoroftheoriginalworkand

originalpublicationsourceareproperlycredited.
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Theaimofthearticleistoexploretheformulationprocess,thelevelofstakeholderengagement
andcomplianceandcommitmenttoimplementationinordertoproposeastructurethatmaypromote
effectiveintegratedpolicyformulation,reviewandimplementationtoenhancesustainability,growth
andperformanceoftheMFIssector.Thisisdonebyprovidinganswersto‘Howwasthecurrent
microfinancespecificguidelinesformulated?’,‘Whatwasthelevelofstakeholderparticipationin
the formulationand reviewof thecurrentpolicy?’and ‘How is implementationandcompliance
employed?’

Therestofthisarticlelooksatbriefliterature,methodology,discussionoffindings,theproposed
modelframeworkforstakeholderengagementforeffectivepolicyimplementationandconclusion.

LITERATURE REVIEw

EmpiricalreviewpresentedconsideredMFregulationandimplementationstrategiesinSSAandis
interspersedwithpolicyformulationtheoryandprocess,implementationtheoryandenvironments
aswellasanumberofrelevantpolicyimplementationmodels.

Policy Formulation Theory and Process for MFIs
Manyauthorsdefinepolicyformulationattwobroadlevels:problemidentificationanddefinition
whichEmbrett&Randall(2014)refertoastheagendasettingstageandactualformulation;including
decision-makingandimplementationandevaluationstages.Santos(2012,p.339)howeverindicates
environmentspecificityapproachtopolicymaking.Similarly,Embrett&Randall(2014)averpolicy
formulationformicrofinanceshouldberandomanderraticyetcountryspecific(CGAP,2011)asMF
activitiesarecomplex;dictatedbytheenvironmentthatcreatesthem(Santos(2012).

ThecomplexactivitiesofMFcorrelatewithLittle(2012,p.16)andGeyer’s(2012)callforthe
complexitytheoryofpolicyformulation(Hallsworth&Rutter,2011,p.18;Cairney,2012,pp.1-14)
whichintimatesthatpolicyformulationshouldberegardedasasystem.Therefore,policymaking
involvesmanyideasinteractinginanon-linearfashion(Smith&Katikireddi,2012;Embrett&Randall,
2014);drawingcooperationfrompolicymakersandimplementerstoensurethatthoseinteractions
(Geyer,2012)canproducenewideasandwaysofthinking(Pritchettetal.,2012).

Microfinance Policy Implementation
MostMFIsinSSAareregulatedandsupervisedbytheindividualcountry’scentralbank:Nigeria
(CBN),Egypt(CBE),Kenya(CBK),Uganda(BoU),Ghana(BoG)andZimbabwe(RBZ),arebuta
fewexamples(Khalily,Khaleque&Badruddoza,2014,pp.1-32).ThecentralbanklicensestheMFIs
inthesecountries(Mago,2013).InSouthAfrica,however,theMicrofinanceRegulatoryCouncil
(MFRC)carriesoutthesupervisoryactivitiesbyconductingrandomoff-siteandon-siteinspections
ontheMFIs(Segun,Hussein,Daniel&Olajide,2015)asdefinedbytheUsuryAct.WhilemanyMFIs
remainillegalandthusobviouslyhavenoregulationorself-regulation(SRO)viaapexinstitutions
likeGhanaMicrofinanceNetwork(GHAMFIN)andalliedinstitutionssuchasGhanaAssociation
ofMicrofinanceCompanies(GAMC)andMicrofinanceandSmallLoansCentre(MANSLOC)of
Ghana, regulationswithanon-prudentialelementandahybridofnon-prudentialandprudential
regulationscanbefound(Macchiavello,2012)inSSAcountries.

GiventhepeculiarnatureofMFactivities(CGAP,2011),aspeciallawregulationforMFIsis
consideredinBangladesh,Kenya,NigeriaandSouthAfricabutSegunetal.(2015,p.81)arguethat
maintainingself-regulation,withtheexistingbankinglaws(Khalilyetal.,2014,pp.1-32)ofthe
respectivecountries,provesmoreefficientthancraftingentirelyspecialMF-specificlaws.However,
Zimbabwe,MozambiqueandUganda,likethePhilippines,havesuccessfullyenactedaspeciallawfor
theirMFIs(Makuyana,2016)toensurethereisspecificregulationtailoredtotherelativeenvironment
(CGAP,2011;Santos,2012,p.339)oftheMFIsinthesecountries.
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UnlikeIndia,Peru,Bolivia,thePhilippinesandmanyothercountries,supervisionandmonitoring
ofMFIsinSSAremainslargelythejurisdictionofthecentralbanksoftheindividualcountries.Thisis
widelycriticizedbecausethecentralbanksareinundatedwithnumeroustasks(Wampah,2012;Nzaro
etal.,2013)includingthebroadeconomicandthefinancialsystemmanagementintheirmandate.The
implicationisthattherespectivedepartmentsexertlesscontrolovertheMFIs,henceimplementation
oftherelevantfinancialpoliciesandsupervisionandmonitoringsuffer(Addae-Korankye,2014;Ojo,
2013).Nzaroetal.(2013)andMakuyana(2016)thereforepositanindependentbodytocarryoutthe
dutyofsupervisionandmonitoringofMFIsindevelopingeconomies,asisthecaseinBangladesh.
ThisviewcorrespondstotheimplementationconceptthispaperispurposedtodefineforGhana.

InGhana,effectiveregulationforMFIswasinitiatedin2011,resultinginthecreationoftier
categorizationoftheMFsectorforregistrationandoperationalpurposes(BoG,2011,2012).However,
theadoptionofself-regulationandroleoverlapofthevariousapexbodiesinthesector,andless
involvementoftheBoGinbroadbasesupervision,ratherdispelthebenefitsofanyregulationto
promotingefficientcoursefortheMFsectorgrowthandsanity.

Policy Implementation Modes for MF
Regulators apply riskmanagement approach (Ojo,2013,pp.1-13) to superviseall the financial
institutions,includingconventionalbanks,whichcapitalandoperationalmodelsdifferfromMFIs.
ForMFpeculiarnature,theneedforregulatorstoadjusttheirpoliciessothattheMFIsfitintothese
riskmanagementpractices(Magali,2014;Wilkinson&Frost,2015;May,2013,pp.1-14;Geyer,
2012)hasbecomemoreimperative.Ali(2015a,p.125)positsthatMFIsmustbeabletoenterthe
arenaofa licensedandprudentiallysupervisedfinancial intermediation,whileat thesametime,
regulationsmustbecraftedinsuchawaythatpermitseffectiveandefficientdevelopment(Turner,
2012;Rahman&Luo,2012)ofMFIs.Entryrequirementsbasedonminimumcapitalrequirements,
ownershipcriteriaandcapitaltoassetratioaremoreprudentialspecifications(Khalilyetal.,2014,
p.25);andarepreventivemeasuresforsufficientlyefficientMFoperations.Thisiswhyrigorous
preventiveregulationmightnotbeappropriateintheGhanaianMFsectorandhence,Ghana’sMF
sectorisless-regulatedandsubjecttodifferentjurisdiction(BoG,2013).Despiteitslaudablecrafty
regulationtheBoGisusingbasecapitalrequirementtodetermineandprescribethelegalstanding
and continuous operation of the MFIs; evidenced by near annual increases in minimum capital
requirements(2015).Aclear-cutpolicyontheMFoperationsinGhanaisthereforehighlyimperative,
emphasizedbyAmponsah,ChairmanofMFIs.ThisisfurtheremphasizedbyDeputy-Governorof
BoG,Mrs.ElsieAddoAwadzi,whenshestressedontheinabilityoftheMFIstopayinterestand
mostoftentheprincipaldepositoftheirclientsduetopoorperformanceattheJoyBusinessFinancial
ServicesForumandhencetheBoG’sresolvetoclosedown200ormoreMFIsinthenearfuture.

MF Policy Implementation Environments
SinceMFIsaresocialenterprisesandtheenvironmentdeterminestheirnatureandlegalform(Santos,
2012,p.335),adynamicenvironmentofthisnature(Cairney,2012,p.8)meanspoliciesforMFIs
mustbealigned(Rycroft-Maloneetal.,2013,p.29)totheirspecificoperatingdeterminants.

Inferringfromthevariousmodels,policyimplementationtherefore,needstohaveaholisticview
oftheMFIs’environmentandconsiderthenetworksoftheseinstitutionsandinter-organizational
relationships(Cairney,2012,pp.37-38;Little,2012,p.16;May,2013,pp.26-33).Mayindicates
thattheimplementationprocessexpressesinagency;theMFIs.Theauthorfurtherexplainsthatthe
implementationprocessesareinteractionsbetween‘emergentexpressionsofagency’(2013,pp.1-14).
Thus,whatMFIsdotomakesomethinghappenandthewaystheyworkwithdifferentcomponentsof
acomplexinterventionaswellas‘dynamicelementsofcontext’(Cairney,2012,p.8),whichexplain
thesocial-structuralandsocial-cognitiveresourcestheydrawontorealizethatagency,explainshow
MFIsimplementtheirrequisiteoperatingguidelines.
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The implementationofeverypolicy isadynamicprocess,which involves the interactionof
manyvariables(Hoekstra,Alingh,vanderSchans,Hettinga,Duijf,M.,Dekker&vanderWoude,
2014,p.8;Hallsworth&Rutter,2011,p.18;Geyer,2012,pp.3-19).Thepaperidentifiesthatthe
implementationprocessofregulationsforMFIsischaracterizedbycertainkeyfactorspeculiarto
theMFindustry,referredtoas‘determinantsorenvironments’inthiscontext.Thesedeterminants
interacttopromoteorhinderMFpolicyimplementationinthefinancialsector.Theimplementation
determinants(Hoekstraetal.,2014,p.8),inthisregard,includesomekeycharacteristicsoftheMFIs,
bureaucraticstructure,communicationresourcesandothersassummarizedinTable1.

Developing Effective Implementation Concept
May(2013,pp.1-14)proposes integrativemodels, suchasBerman’sAmbiguity-Conflictmodel
(Nilsenetal.,2013;Nilsen,2015),theVerticalmodel(GongandJanssen,2012),Elmore’sForward-
Backwardmappingmodel,andtheInteractivemodel,topolicyimplementationshortcomings.This
studysubscribestothisproposition,inordertodevelopanintegratedpolicyownershipframework
relevanttotheMFenvironment.

Organizationalandagencytheoriesindicatehowambiguity(May,2013,pp.1-14;May,2014,
pp.1-13;Cairney,2012;Hallsworth&Rutter,2011,p.18)andconflict(Nilsenetal.,2013)affect
decision-makingandimplementation.Placingapolicyinanagencywhereitconflictswithexisting
policiesandgoalswilltherefore,leadtofewresources,littlesupport,andalmostcertainfailure(Gong
&Janssen,2012).ThoughtheguidelinesforMFarenotconflicting,thebottom-lineisthatMFIsfind
itdifficultmeetingtheexistingrequirements,hencethequesttoformulatemorestringentregulations
(BoG,2015),astheiroperationcouldnotproduceanyvalidimpact(Boateng,2015).

Cairney(2012,p.38)expressesthesameviewtoindicatethecomplexityoftheimplementation
object;thepolicy.Cairney’sassertionpointstothecontributiontopolicymakingbyallactorsinthe
implementationprocess,drawingonexistingresourcesandinconsiderationofthetarget’sparticular
setting,toexplainhowimplementationprocessesarelargelycollectiveandcollaborative(May,2013,
pp.1-14)intheirformanddirection.

May (2013, pp. 1-14) further explains that Barrett and Fudge’s 1981 Action-Centred and
Policy-Actionmodelsidentifiedtheagencyaswhatmustbeachieved,theagentastheimplementer
(MFIs),andthestructureastherulesandresourcesforimplementation,withinwhichtheprocessof
implementationoccurs.TheAction-Centredmodelwhichemphasizesnegotiationandperformance
fits advocates of the bottom-up approach to policy formulation, which is participatory and all-
inclusive,whilstthePolicy-Actionmodelseekstoattributetheimplementationprocesstoavailability
ofstructures,comprisingrulesandresources,anddeepenstheunderstandingoftheentireprocess.
Integratingthesemodelswillexplainthediversity,complexityandinteractionnecessarytoexact
successfulMFpolicyimplementation.

RESEARCH METHoDoLoGy

Thispaperexploresthemixedapproachusingqualitativesecondarydataandquantitativeprimary
data.Aquestionnairewasusedtocollectadequaterelevantprimarydata.Thequestionnaireaimed
atdeterminingwhethertheTier2MFIsinGhana:participateinformulatingpoliciesimpactingtheir
operations;areadequatelycomplyingwiththebankingoperationguidelinesandtoidentifythepolicy
implementationchallengesfacingtheMFIsinordertoproposeaconceptualframeworkthatwill
improvepolicyadoptionandcomplianceamongtheMFIs.Thiswascomplementedbyliteratureon
variouspolicyformulationandimplementationtheories.

Thequestionnairerequestedrespondentstoindicateona5-pointLikertscaletheirviewsand
experiencesregardingspecificquestionsabouttheMFoperatingguidelinesinGhana.Italsomeasured
MFIslevelofinputinpolicyformulationandreviewandspecificimplementationchallenges.

Thestudywasconductedamong63Tier2levelMFIsinAccra.Therespondentscomprising
operationsandotherseniorlevelmanagerswhorepresentedthekeyroleplayersinvolvedinmajor
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decisionmakingwerepurposefullychosenbecauseitisusuallyatthislevelwhereprocessesand
regulationsarereallyimplementedandwherethesuccessofsuchimplementationscanbedetermined.
Thedatagatheredwasorganizedintofrequenciesandcorrelationsfordescriptiveanalysis.

Table 1. Description of MF policy implementation determinants

Determinants/
Environments

Relevant Description Pertaining to the MFI Sector

1 Sector
characteristics

SectorcharacteristicsdefineMFIsassocialenterpriseandtheiroperationmechanism
(Santos,2012,pp.337-338).Thesedefinethelegalform(Rivera-Santosetal.,2012;
Montgomeryetal.,2012,pp.375-388)oftheMFIsandtheiroperations.TheCGAP
proposesMFregulationstobetailoredtocountryspecificsituations,eventhoughMF
activitiesacrosstheglobeexhibitsimilarsectorcharacteristics(CGAP,2011,2012).The
Ghanaianeconomicsituationandthecultureofthepeopletherefore,spellhowtheMFIs
respondandadapttotherelevantregulations(BoG,2013).

2 Regulatory
outcomes

Thischaracteristicexplainsthetargetoftheregulator,whatMFIsmustdotoachievesuch
setgoalsandrequirementsembeddedintheavailableandreviewedregulationspertaining
toMFIs,toremainsoundandachievesanityintheiroperations.Thepolicyguidelines
regardingthetiersystem,aspracticedinGhana,Tanzania,Uganda,andothercountries
inAsia,makesitdifficultforMFIstodelineatetheiractivities(Magali,2014).Cross-tier
operationsandillegaloperatorsarethusgivenleeway,duetothehighlevelofambiguity
thatcharacterizesthepolicyframeworks.Thepolicyoutcomedeterminesthedosand
don’tsandtheprescribedpathoftheimplementationprocess(Rivera-Santosetal.,2012;
Montgomeryetal.,2012)theMFIsmustfollow.

3 Firmstructure
andresources

ThischaracteristicexplainsthecapabilityofMFIstointernalizetheseregulations
intheiroperatingstrategies.Itcallsforphysicalandnon-physicalresources,suchas
communicationinfrastructure(Mago,2013;Little,2012,p.13)andsoundmanagement
skills(Dahir,2015;Addae-Korankye,2012,p.136).Writersdecrytheinadequacyof
infrastructuretoaidMFIsintheiroperations(Wampah,2012;Boateng,2015,p.11;
Mago,2013,p.165).AfricanMFIs(Riquet&Poursat,2013:1)asmuchasseveralothers
inAsiaandLatinAmericaarenoted;aphenomenonlargelyascribedtotherelativesmall
sizeofmanyoftheseMFIs.

4 Operational
methodology

LinkedwiththeregulationsthatdeterminetheextentofoperationoftheMFIs,
methodologiesindirectlytelltheregulatorthecompliancelevelachievedbytheMFIs,as
pertheavailablerequirementstheinstitutionsmustmeet(BoG,2013).Anydigression
fromthedictatesoftheregulationmeansMFIsareoperatingoutsidetheregulatory
requirements(Ogboluetal.,2015).Ghanaclosed31MFIsin2013andnumerousothers
thatdidnotmeetthecurrentregulatoryrequirementhadtheirlicenseswithdrawn.The
MRAofIndia,thesolelicensingandsupervisingauthorityforMFIsinIndia,doesthe
samebywithdrawinglicensestoenforcetheregulations(Rahman&Luo,2012).

5 Management
quality

Puttouse!Ittakesawareness,skillsandacertainamountofmanagerialcompetence
toapplytherelevantregulations(Ojo,2013,p.6).Ittakesastuteandexperienced
managementtounderstandandembedregulatoryrequirementsintodailyoperationof
MFIs.Thisisachievedbycontinuoustrainingorlearningandgrowthtobraceupall
stafftoachieveinstitutionalstandards.Addae-Korankye(2012,p.139)andAli(2015a)
identifypoorqualitymanagementasacripplingfactoraffectingMFIsgovernancein
GhanaandKenyaandTanzania.

6 Clientele AcrosstheglobecustomersofMFIsarethepoor,wholackaccesstoformalfinancial
institutions(Nzaroetal.2013;Ali,2015a,2015b).Thediverseneedsofthepoor,given
countryspecifics(CGAP,2011),dictatetheapproacheachMFIoffersitsclients.InAccra
(Ghana),thelargerclienteleofMFIscomprisedmostlysmallholdermarketwomenand
artisans(Mensah,2013).Variabilityofclientdemands,intermsofloanarrangements,is
directlylinkedwithMFIsmethodofoperationandregulationimplementation,aswellas
compliance.Thesocialenterprisecharacteristics(Santos,2012,p.337)ofMFIstherefore,
provethatclientdemandcouldbeasourceofcomplianceornon-compliance(Kinde,
2012,p.2)tooperationguidelinesregardingMFIs.

Source: Adapted for this paper (Quao, 2017)
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DISCUSSIoN AND FINDINGS

May(2013:1-14)andotherbottom-uptheorists,criticizethecentralizedtop-downpolicy-making
strategyandvouchedthatpolicyformulationshouldincludetheimplementers(MichaelLipsky’s
street-levelbureaucratproposition)atthebottomofthepyramid.Forthepurposeofassessingthe
formulationofFMPsforMFIsinGhana,thisstudyanalyzedstakeholderengagementincrafting
suchpolicies;theresultsindicatelowparticipation.

ThedatagatheredfromtheMFIsregardingtheirinvolvement(Table2)inthepolicyformulation
processaswellasavailabilityofsupplementaryinformationorguidelines(Table2)tofacilitatethe
applicationofthevariousregulationsfortheMFIsindicatedfrustratingresults.Morethanhalfofthe
respondents(51.6percent)indicatedthatpolicyformulationforMFIspromotionwasdevoidofthe
institutions’participation,while26.7percent,indicatedsomeparticipation.Similarly,62.3percentof
therespondentsdisagreeonanysupplementarymaterialsmadeavailabletoenhanceunderstanding
oftheregulationrequirementsandhence,theirproperimplementation.Inbothcases,itisconfirmed
thatguidelinesforMF(BoG,2011)promotiondoesexistbutstakeholdersarenotfullinvolvedin
makingit.Thisresultindicatesthatimplementationbottlenecks(Songetal.,2015;Kinde,2012,p.
2;Little,2012)associatedwithtop-downpoliciesareprobablehitchesforimplementingFMPby
MFIsinGhana.Hoekstraetal.(2014,p.8)positthatpolicyimplementationissuccessfulwhensuch
policiesareadoptedandimplementationenvironmentsarecreated.The73.3percentdisagreement
indicatestheauthoritativenatureandlittleornocommunicationforadoptionofthepoliciesforMFIs
inGhana.ThesurveyresultsalsoprovesufficientlythatmanyoftheMFIsdonotreceiveanyfurther
notificationandorguidancetofacilitateimplementationoftherelevantregulations.

Also,effectivepolicyimplementationinvolvescommunicationanddosageadministered,aswell
asthedispositionoftheMFIsarepertinentfactorstoensuresuccess.Thefindingsonwhetherthere
isgooddialogueandcooperationarepresentedinTable2above.Thedataindicatedthatmajority
ofrespondents,(65.0percent)agreedthatthelevelofdialogueandcooperationthatensuebetween
theMFIsand thepolicymakers isnot resonanceenough topromoteadequateunderstandingand
implementationof the requiredregulations in thedailyoperationsof theMFIs.However,31.7%
disagree;thesehaveagoodchunkofthesectormarket.

WhileassessingthelevelofsupportgiventotheMFIsinGhana,theobjectiveofestablishing
theGAMCwhichwas to enhancecapacitybuilding for all registeredMFIs in the sector and to
promoteanenablingenvironmentforsectorsustenancewasrecalled.Songetal.(2015)andPuyvelde,
Caers,DuBois&Jegers(2012)indicatetheneedforsomeinstitutionalstructurestopromotepolicy
implementation just as Hoekstra et al. (2014, p. 8) indicated an implementation environment is
imperativeforeffectiveimplementationofpolicyforMFIs;asystemofauthoritativenorms,rules
andpracticesthatwillbecardinaltorealizingasoundsystemofimplementation.Onthecontrary,
thisstudyfoundthat(seeTabletwo)suchsupportsstructuresaregrosslylackinginGhana.

The results as to whether MFIs in Accra receive funding support from government or any
governmentalinstitutions,alongwiththeresultsofsupportregardinggovernanceoftheMFIsboth
receiveddisagreementwith53.2percentand58.1percent,respectively.

Otherfactorsassessedincludethepresenceofeffectivesupervision.Monitoringandsupervision
revealwhetherpoliciesarewellimplemented,theproblemsencounteredandtheneedforreviewof
thepolicies.ThequestionastotheeffectivenessofsupervisionoftheMFIsbytheGAMC,MoFEP
andBoGinAccradepictthatmonitoringandsupervisionarelesseffective.Thefigures(seeTable2)
showtheresultsofresponsesobtainedfromthesurveyonsupervisionbyMFregulatinginstitutions.
OnthepartoftheMFparentassociation,theGAMC,theanalyzedresultsindicateanalarming79.7
percentofineffectivenessofGAMCininstitutingclosesupervision,whilst20.3percentaffirmedsome
supervisionfromtheparentassociation.SimilarresultswereobtainedforMoFEP,whichhasroles
toplayinmaintainingoperationaldisciplineintheMFsector.A66.7percentofthevalidresponses
indicatedthepoorroleoftheMoFEPinsupervisingtheMFIs,whilst14.3percentremainedneutral.
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Table 2. Summary of pattern for implementation challenges

Disagree Neutral Agree Chi 
Square 
p-ValueCount Row 

N %
Count Row 

N %
Count Row 

N %

Minimumcapitalrequirement 14 22.6% 2 3.2% 46 74.2% 0.000

Reportingrequirements 11 18.0% 4 6.6% 46 75.4% 0.000

Capitaladequacy 14 23.0% 3 4.9% 44 72.1% 0.000

MoFEP 10 16.7% 9 15.0% 41 68.3% 0.000

BoG 14 23.0% 2 3.3% 45 73.8% 0.000

SEC 10 16.1% 28 45.2% 24 38.7% 0.013

Apexassociations 10 18.2% 3 5.5% 42 76.4% 0.000

Theregulationsareconstantly
reviewedtomeetthecurrentmarket
needsoftheMFIs

8 13.3% 14 23.3% 38 63.3% 0.000

Thereissufficientstakeholder
participationinpolicy-making
procedures.

31 51.7% 13 21.7% 16 26.6% 0.010

Thereisnoco-operationandclose
dialoguebetweenthepolice-making
bodiesandtheindividualinstitutions

19 31.7% 2 3.3% 39 65.0% 0.000

Compliancetooperationalguidelines
isinadequate

16 25.8% 9 14.5% 37 59.7% 0.000

Supervisionandcompliance 31 52.5% 16 27.1% 12 20.3% 0.006

Offsitemonitoring(submission
ofreports)andon-sitemonitoring
(institutionvisitsandassessments)are
reallynotintegrated

9 14.3% 11 17.5% 43 68.3% 0.000

Feedbackonfinancialmonitoring
reportsandreferencesforfuture
actionsarerarelyprovided

14 22.6% 5 8.1% 43 69.4% 0.000

Reportingrequirementsandfrequency
ofreportingareratherrigidanddo
notcreatesuitableenvironmentfor
sustainabilityoftheMFIs

12 19.0% 8 12.7% 43 68.3% 0.000

Thereisadequatesupplementary
guidelineorinformationonthe
relevantregulations

38 62.3% 5 8.2% 18 29.5% 0.000

Thelevelofcompetitionfromthe
conventionalbanksishigh

4 6.3% 1 1.6% 58 92.1% 0.000

Humanresourceandcapacitybuilding
forMFIsislacking

13 20.6% 3 4.8% 47 74.6% 0.000

Theconstantamendmentofthe
bankingoperatingguidelinesforMF,
andsectionstherein,isdevastating
serviceprovisionandhighly
operationallyrestrictive.

15 24.2% 4 6.5% 43 69.4% 0.000

Source: Extract from respondents



International Journal of R&D Innovation Strategy
Volume 1 • Issue 1 • January-June 2019

40

Theresponsesofthenineparticipantswhoremainedneutrallackofadequateinformationandhence
theyarenotawareofanyroleoftheMoFEPintheiroperations.Theseoutcomesdidnotvaryfrom
theparticipants’expressionabouttheeffectivenessoftheBoG’ssupervisionwhereasignificant76%
oftherespondentsdisagreed(seeTable2)withtheeffectivenessoftheBoGinpromotingthecourse
oftheMFIsthroughsupervision.

Thoughtherigourofreportingandfeedbackprovidethepolicymakerwithvalidinformationon
theimplementationofexistingpoliciestheapproachmayeitherpromoteorretardimplementation.
ReportingistoensurethatMFIsareoperatingwithintheoperatingguidelines;itisalsotopromote
(Ojo,2013)soundfinancialpracticesandthesustainabilityofMFIsinGhana.Whileseveralfactors,
includingmanagementqualityandexperience(Addae-Korankye,2012;Ojo,2013),wereindicated
byliterature,thesocialcharacterofMFIsisalsocardinaltoreporting.Thesurveytoascertainthe
implementationenvironment,whichincludesregulatoryoutcomes(discussedintheliterature),through
reportingwasanalyzed.Awhopping68.3percent(seeTable2)indicatedthatreportingrequirements
arenotcreatingasound,sustainableenvironmentforMFoperation.ThisdispleasureoftheMFIs
couldbeassociatedwithsomeotherfactors,notablylackofresourcesandmanagementquality(Ojo,
2013)andothercharacteristicsdiscussedintheliterature.

Despitetherigourofreportingtheprevailingfindingsdiscoveredinadequateandpoorlyintegrated
feedbackfromtheBoG.Feedbackfacilitatespolicyreview.Itistheoutcomeofimplementingthe
existingpoliciesandsuchoutcomeorreportsneedtobeevaluated,inordertoassesstheeffectiveness
ofimplementationandtherealizationoftheintendedobjectivesofformulatingthepoliciesforMFIs.
Rathersadly,therespondentsdeniedanyrelationshipbetweenoffsitemonitoringandonsiteactivities.
EarlieranalysisindicatedpoorsupervisionfromtheBoGandtheGAMC,implyingthesectorlacks
adequateonsiteinformation,ifany,andresultingingrosslackofindustrydata.Thestudyresults
astowhetheronsiteandoffsitereportingfeedbacksareintegratedshowed68.3percent(seeTable
2)of thesurveyoutcomeindicatingonsitesupervision, rarelycarriedout, isnot reflected in the
annualreportsfromtheBoG.Though14.3percentindicatedsomeintegrationofsuchmonitoring
andsupervisionreports,thisisinsignificantas11respondents,representing17.5percentofthetotal
surveyfindingswhoremainneutral,exceedsanyassertionofintegrationofsupervisionoutcomes.

Thestudyanalysisregardingimplementationchallengesshowedhighcorrelationbetweenlevel
ofminimumcapitalandcapitaladequacy(seep-value)whichfactorslinkedagainthereviewsinthe
minimumcapitalanditsimpactontheentireoperationoftheMFIs.Reportingrequirements(75.4
percent)andhumanresourcequalityandlackofcapacitybuilding(74.6percent)furtherpositively
correlated(p-valueat0.000).Thequalityofreportingdirectlyrelatestoqualityofhumanresourcethe
MFIsdealwith.ManyoftheMFIsaresosmalltodevelopin-housecapacitytoprovidetheneeded
trainingtoenhancestaffperformancehencelackofsupportstructuresintermsofeducationand
communicationinfrastructureasindicatedbytheresultsonMoFEP(68.3percent),BoG(73.8percent)
andGAMC(76.4percent)areenoughsubstantiationthattheMFIslackallittakestoimplementthe
policiesforMFpromotioninGhana.

The Financial Monitoring Policy ownership Framework
Thispaperconceptualisesathreepillar(3-Pillar)financialmonitoringpolicyownership(FMPO)
framework,presented inFigure1.Thisstudy’s ‘3-PillarFMPO’ isdesignedon thepremise that
participationindecision-makingintegratestheviewsofallinterestgroups(Hill&Hupe,2015;May,
2013,pp.1-14).Thisisbecausetheindividualinstitutions’inputwilldevolveintorobustdecisions
thattheMFIswilladopttoimprovetheiroperationalperformance.

Theproposedconceptualframeworkwasdevelopedfromthesecondarydata,confirmedbythe
findingsbasedontheresponsesobtainedfromtheprimarysourcesandonthepropositionsofBarrett
andFudge’s1981Policy-ActionmodelandAction-Centredmodeldiscussedintheliterature.Itis
thusademocraticmodelframework(May,2013,pp.1-14;Hallsworth&Rutter,2011,p.18),which
receivesinputfromthefirminternalstructures(configuration,Pillar1),comprisingtheMFIsand
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externalconfiguration(Pillar2)thatrepresentstheBankofGhanaandthereforethefinancialrules.
Thisstudyalsoassumesthatthis3-pillarconceptwilldevolveintoa‘hybrid’institution(Pillar3)
andregulatoryframeworkthatwillworkbetterforMFIsthanself-regulationpracticessincetheMFIs
willbeabletointernalisetheexistingguidelines.

Pillar1ofthisconceptrepresentedbyfirminternalconfigurationdefinestheMFIastheagency
andagentinthepolicy-actionmodeldescribedabove.Itsmajorcomponentsofgovernancepractices
emphasizedby‘ownershipandmanagement’,internalresourcesandsocietalvaluesandnormswhich
determine theagencyor theproducts theMFIsproffer.According to thePolicy-Actionmodel’s
structure and rules the External configurations representing Pillar 2 is fashioned. Currently, the
financialinstitutionsoperateaccordingtothelawsgoverningthebroaderfinancialsystemlegislative
instrumentsandotherspecificoperatingguidelinesandActsofwhichtheBoGhasthemandateto
ensureexactcompliance.These twopillarsarebrought tooneplatform throughnegotiationand
collaborationrepresentedbyPillar3:MFOperationalInformationPolicyaspertheAction-Centred
modeldescribedabove.

Theeffectivenegotiation,collaborationandcooperationfrompillars1and2throughpillar3
willnowdevolveintoFMPforMFwhichwillleadtoPolicyOwnership&Implementation.This
isbecauseeachplayerinthepolicyformulationprocesshascontributedandissatisfiedwiththe
contentofthepolicy,adopteditasacollectivedocumentandunderstooditsroleinimplementingit
totheletter.Thatmeanspolicydosagegivenandreceivedisappropriateandmatchestheresources
andcapabilitiesoftheMFIsthereforetheprocessesofpolicyadoptionandeffectiveimplementation
willbefaster.

ThisconceptisrelevantinaddressinglapsesanddominantroleoftheBoGinthepolicymaking
forMFIsandtoallowforeffectiveimplementationbecauseitinvolvesinteractiveandcollaborative
effortsofallstakeholders,theMFIs,regulatinginstitutionsandthefinanciallegalframework,inthe
formulation-implementation-reformulationcyclicalprocess.

CoNCLUSIoN AND RECoMMENDATIoNS

Thepaperidentifiedminimumcapitalrequirementanditsrelativeinfluenceoncapitaladequacy,
licensingand legal status andbranchingopportunities forMFIs as amammothchallenge to the
institutions.Lackofcooperation,bothinthepolicyformulationprocessandduringitsimplementation
coupled with poor support structures, low quality human resource exacerbated by inadequate
monitoringandsupervision remainparamount in thepolicy implementation forMFIs inGhana.
Strategiestocountertheseelaborateproblemsarethesurestwayofpromotingeffectiveimplementation
ofMFpoliciesandensuringadherencetotheoperatingguidelinesofthesector.Inthatregard,this

Figure 1. 3-Pillar FMPO model for MFIs
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paperelaboratesrecommendationofaNationalMicrofinancePromotionCounciltotakeoverfrom
theBoGinlicensing,regulatingandsupervisionofMFIsinGhana.Withthisautonomousinstitution
well resourced, the paper recognizes policies for MF dispensation will be well communicated,
cooperationwillbefosteredandmonitoringandsupervisionwillstepuptoenhanceimplementation
ofthepoliciesforthesector.Thestudythereforeenvisagespromptimmediatereviewoftheexisting
regulationthroughbroadstakeholderconsultationinallpolicyreviewprocessesespeciallybyproviding
aleveledplatformtomajormarketparticipantstocontributetosolvingtheirmarketrelatedchallenges.
ThisstrengthenstheMFApexbodiesandregularlyengagestheminsectorspecificpolicyreviews
to increase stakeholder involvement for policy ownership and effective implementation. Finally,
promptconsiderationforestablishmentofrecommendedsectorregulatingcouncilasbeingpracticed
byBangladeshandSouthAfrica(MFRCundertheUsuryAct)isexpected.Itishowevernoteworthy
thatthestudywaslimitedtoAccrabutcanbenationalizedastheMFexhibitthesamecharacteristics.
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