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Abstract

Microfinance companies provide loans and other facilities like savings, insurance, and transfer
services to poor low-income household and microenterprises. It is expected that by the nature of
their customers and services, microfinance companies will be strictly socially responsible in deal-
ing with customers to protect and preserve their rights, but this is not always the case. This re-
search observes the views and concerns of customers about the social responsibility practices of
microfinance companies in Ghana, especially, the customer’s right to be informed, to be safe, to
choose, and to be heard. The sample is drawn from two major cities, the Accra Metropolis and
Kumasi Metropolis of Ghana, and the respondents constitute past and present customers of micro-
finance companies providing services under the Tier-2 category of microfinance institutions in
Ghana. The analysis of the data shows that respondents perceive microfinance companies having
transacted with not doing much to ensure that the customer’s rights are protected. Based on the
analysis and results of the survey, recommendations are made to managers of microfinance com-
panies and the Ghana Association of Microfinance companies.
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1. Introduction

The marketing concept is a philosophy of customer service and mutual gain. Its practices lead the economy by
an invisible hand to satisfy many and changing needs of many consumers. When the number of firms in an in-
dustry increases, competition also increases, which in most of the time result in aggressive marketing and sales
tactics.

The number of microfinance firms in Ghana has been increasing at a faster rate over the last decade with
firms springing up in almost every corner in the cities and towns. As at March 2014, the number of microfinance
companies operating in the country with the Bank of Ghana’s approval was 394, which represented a little over
one hundred percent jump since 2012, [1]. By June 2014, the Bank of Ghana had licenced about 435 microfin-
ance companies and declined 120 applications, with over 200 more pending [2]. As the number of microfinance
firms increases, competition also becomes keen and some firms fall into the trap of employing all sorts of un-
ethical practices in getting customers and prospective customers to patronise their services.

Microfinance encompasses the provision of financial services and the management of small amounts of mon-
ey through a range of products and a system of intermediary functions that are targeted at low income clients.
Microfinance refers to the provision of small loans and other facilities like savings, insurance, transfer services
to poor low-income household and microenterprises. Microcredit also refers to a small loan to a client made by a
bank or other institutions [3] [4].

It is expected that by the nature of their customers and services, microfinance companies will be strictly so-
cially responsible in dealing with customers and prospective customers to protect and preserve their rights, but
this is not always the case.

The main objective of this research was to study the social responsibility practices of the microfinance com-
panies in Ghana, from the perspective of customers. Specifically, the four basic rights of customers:

1. The right to be informed;
2. Theright to be safe;

3. Theright to choose;

4. The right to be heard.

2. Literature Review
2.1. Nature of Marketing

The marketing concept is a philosophy of customer service and mutual gain. It assumes that the achievement of
a company’s goals depends on the determination of a target market needs and wants and delivering of the de-
sired satisfactions more effectively and efficiently than what competitors do. According to Kotler et al. [5] the
marketing concept starts with a well-defined market, focuses on customer needs, coordinates all the marketing
activities affecting customers and makes profits by creating long-term customer relationships based on customer
value and satisfaction. Under the marketing concept, customer focus and value are paths to sales and profits.

Marketing has been defined by different scholars and professional bodies in different ways, in the view of
Dibb et al. [6] marketing consists of individual and organizational activities that facilitate and expedite satisfy-
ing exchange relationships in a dynamic environment through the creation, distribution, promotion and pricing
of goods, services and ideas. To Jobber [7] marketing is the achievement of corporate goals through meeting and
exceeding customer needs better than the competition. Kurtz and Boon [8] posits that marketing is the process of
planning and executing the conception, pricing, promoting and distribution of ideas, goods, and services, orga-
nisation, and events to create and maintain relationships that will satisfy individuals and organisational objec-
tives. Kotler and Armstrong [9] opine that marketing is the process by which companies create value for cus-
tomers and build strong customer relationships in order to capture value from customers in return. According to
the American Marketing Association [10], marketing is the activity, set of institutions, and processes for creat-
ing, communicating, delivering, and exchanging offerings that have value for customers, clients, partners, and
society at large. Also, the Chartered Institute of Marketing UK [11], marketing is the management process re-
sponsible for identifying, anticipating and satisfying customer requirements efficiently and profitably. Kotler et
al. [5], state that marketing is a social and managerial process by which individuals and groups obtain what they
need and want through creating and exchanging products, and value with others.

From the above definitions the following can be deduced:
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» Marketing should be embraced by companies who wish to be successful as a management concept and not
an activity. If a business is to succeed, then all employees and departments must make the customer their
business; in other words, they should place the customer at the centre of all their decisions.

* ldentifying and anticipating customer needs require organizations to constantly research and develop prod-
ucts and services that best suit customers’ current and future needs. Firms cannot afford to be in tune with
the customer today and out of date with the customer tomorrow.

» Profitably means organizations should engage in providing products and services that satisfy customers’
needs at a price that customers will appreciate and also be able to make profit. It is of no use to provide
goods and services to customers at a price that the firm cannot realize profit neither in the short term or long
term.

2.2. Corporate Social Responsibility (CSR)

It is an obvious and undeniable fact from literature that today’s businesses are required to be ethically and mo-
rally upright (socially responsible) in managing its affairs with its stakeholders. It is in this vein that Kotler [12]
suggested that marketers and management of firms should go beyond the “marketing concept” philosophy and
practice what he calls “societal marketing concept”, which takes into consideration the environment and indeed
the interests of consumers and the society as a whole in facilitating the flow of goods and services. This is to say
that the long term growth and survival of a business does not rest solely on financial gains such as profits but
also on prudent management and the satisfaction of the needs of various stakeholders of the business. Thus com-
panies or businesses must think and act responsibly.

Despite the growing concern toward the issue of social responsibility, the concept is an ambiguous one with
unclear boundaries and debatable legitimacy [13]-[15] and has been defined in various ways. According to The
European Commission [16], most definitions of corporate social responsibility describe it as a concept whereby
companies integrate social and environmental concerns in their business operations and in their interaction with
their stakeholders on a voluntary basis. Being socially responsible means not only fulfilling legal expectations,
but also going beyond compliance and investing “more” into human capital, the environment and the relations
with stakeholders.

According to Pirsch et al. [17], CSR is the company’s “status and activities” regarding its responsiveness to
its perceived societal obligations as they apply to all company stakeholders.

CSR is the alignment of business operations with social values. CSR consists of integrating the interests of
stakeholders—all those affected by a company’s conduct into the company’s business policies and actions. CSR
focuses on the social, environmental, and financial success of a company—the so-called triple bottom line with
the goal to positively impact society while achieving business success [18].

According to Mackenzie [19], companies see non-compliance with corporate responsibility standards as a
significant source of risk to their reputations with customers, employees and other stakeholders. Mackenzie fur-
ther argues that corporate responsibility is not just perceived to be about avoiding risk. Companies also see
strong performance in this area as a source of opportunity to strengthen trust in their brands and to enhance em-
ployee motivation. As stated by Singhapakdi [20], in the long run, ethics and social responsibility should have
positive impacts on the success of the organisation, because ethical judgements are likely to influence the con-
sumer acceptance or rejection of a company’s products.

2.3. Ethical CSR

Carroll [21] [22], suggested four categories of social responsibilities that society expects businesses to assume,
which further influenced his definition of CSR. The social responsibility of business encompasses the economic,
legal, ethical, and discretionary expectations that society has of organizations at a given point in time. Carroll’s
economic responsibilities included being profitable for shareholders, while providing economic benefits to other
corporate stakeholders, such as fair-paying jobs for employees and good quality, fairly-priced products for cus-
tomers. Legal responsibilities involve conducting business legally. Ethical responsibilities go beyond the law by
avoiding harm and social injury; respecting people’s moral rights, and doing what is right, just, fair and caring.
Lantos [16] stresses that ethical CSR is morally mandatory even if the business might not benefit from it.

Ethical CSR is sometimes framed as a way to respect stakeholders’ rights, [23]. Of special interest to marke-
ters are president John F. Kennedy’s “Consumers’ Bill of Rights”, in 1962, in which he enumerated four basic
consumer rights; the right to be safe, to be informed, to choose, and to be heard [5] [23].
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2.3.1. The Right to Be Safe
Businesses should ensure that their products and services are safe to use. This consumer’s right is covered by
legislation in many countries.

2.3.2. The Right to Be Informed

Consumers have the right to information necessary for making informed purchasing choices, in addition to the
right to protection against intentionally misleading, deceitful or fraudulent products and service information, la-
belling and marketing.

2.3.3. The Right to Choose

In theory this should encourage competition, but if of course there is competition, marketers will be trying to in-
fluence consumer choice. Therefore the right to choose could be seen as less important provided customers are
fully informed: however the right to choose might also be interpreted as the right to choose without being undu-
ly pressurized, thus discouraging unsolicited marketing and pressurized selling.

2.3.4. The Right to Be Heard

Consumers have the right to have their concerns heard and considered fully and fairly in accordance with laws
governing the providers and development of goods and services. That is the right to make complaints and know
that those complaints will be quickly and fairly answered.

2.4. Overview of Microfinance in Ghana

The concept of microfinance is not new in Ghana. Traditionally, people have saved with and taken small loans
from individuals and groups within the context of self-help to start businesses or farming ventures. Available
evidence also suggests that the first Credit Union in Africa was established in Northern Ghana in 1955 by Cana-
dian Catholic Missionaries. “Susu”, which is one of the current microfinance methodologies, is thought to have
originated in Nigeria and spread to Ghana in the early twentieth century [3] [4].

The term microfinance refers to a development tool that grants or provides financial services and products
such as very small loans, savings, micro-leasing, micro-insurance, and money transfer to assist the very or ex-
tremely poor in growing or establishing their businesses. It is mostly used in developing economies where small
and medium enterprises do not have access to other sources of financial assistance [24].

Microfinance encompasses the provision of financial services and the management of small amounts of mon-
ey through a range of products and a system of intermediary functions that are targeted at low income clients.
Microfinance refers to provision of small loans and other facilities like savings, insurance, transfer services to
poor low-income household and microenterprises. Microcredit also refers to a small loan to a client made by a
bank or other institutions [3] [4].

In Ghana, the term microfinance is understood as a sub-sector of the financial sector, comprising mostly of
different financial institutions who use a particular financial method to reach out to the poor and small business-
es. Microfinance sector in Ghana comprises various types of institutions and these have been grouped into four
(4) categories. These are:

1. Formal suppliers such as savings and loans companies, rural and community banks, as well as some devel-
opment and commercial banks;

2. Semi-formal suppliers such as credit unions, financial non-governmental organisations (FNGOs), and coop-
eratives;

3. Informal suppliers such as “Susu” collectors and clubs, rotating and accumulating savings and credit associ-
ations (ROSCAs and ASCAs), traders, moneylenders and other individuals;

4. Public sector programmes that have developed financial and nonfinancial services for their clients [3] [4].

3. Research Problem and Objectives

Research has shown that as the number of competing firms in an industry increase, competition among the firms
become keen and aggressive. In such situations firms are expected to benefit from customer loyalty by the con-
tinuous provision of services that ensure customer satisfaction. However, it appears that in the face of increasing
competition some microfinance firms adopt unethical marketing practices that affect the rights of their custom-

ers or clients.
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The following questions were asked by the researchers to help give direction and scope to the research as a
way of addressing the research problem:

1. Do microfinance firms adequately inform customers and ensure customers understand information about
loans and other financial transactions?

2. Do microfinance firms adequately ensure the safety of customers in loans and other financial transactions?

3. Do firms adequately provide the means for the customer to complain and see to it that complaints are re-
solved?

4. Do microfinance firms provide reasonable variety of services to ensure customers make their choice in loan
acquisition and payment?

4. Methodology

This survey was limited to assessing customers’ views on the social responsibility practices of microfinance
companies with regards to customers’ right to information, choice, safety and the right to be heard. The research
employed the survey method in selecting respondents for the study. The sample was drawn from two major ci-
ties, the Accra Metropolis and Kumasi Metropolis of Ghana, which constitute the most populous and commer-
cially centered business areas of the country. Accra doubles as the regional capital of the Greater Accra region
and the capital city of Ghana, and Kumasi is the regional capital of the Ashanti region. The Accra metropolis
recorded a figure of 1,848,614 and the Kumasi metropolis recorded a figure of 2,035,064 during the 2010 Popu-
lation and Housing Census [25]. The large population as well as rigorous commercial activities in the two cities
have resulted in the establishment of many financial institutions including several microfinance institutions.

The data used were collected from 562 respondents from the Accra and Kumasi metropolis of Ghana, a sub-
Saharan economy in Africa. The respondents constitute past and present customers of microfinance companies
providing services under the Tier-2 category of microfinance institutions operating in Ghana. Out of this number,
272 representing 48.4% were from the Accra metropolis and 290 (51.6%) were from the Kumasi metropolis.

Convenience and Purposive sampling techniques were used in the administration of questionnaires in these
two regional capital cities. Questions were carefully posed in relation to the Ghana Association of Microfinance
Companies (GAMC), Members’ Code of Conduct [26] in other to establish whether microfinance companies are
being socially responsible. The questionnaire had a total of 35 questions and it was made up of both close-ended
and open-ended questions. The questionnaires were personally administered; this offered the researchers the
chance to personally seek the consent of the respondents by reading out the consent statement which was boldly
written on the questionnaire before the collection of the data, and also, to personally explain some of the ques-
tions to respondents who lacked comprehension.

The use of convenience and purposive sampling techniques are consistent with the works of Addae-Boateng
et al. [27]-[29], Brew et al. [30] [31], Quaye et al. [32], and suggestions by De Vos [33] and Saunders et al.
[34].

The reliability of the data used for empirical analysis was assessed. The reliability of the data was assured by
the use of Cronbach’s alpha (numerical value of 0.5 is considered appropriate to show consistency). For this re-
search data, the alpha value for the customer’s right to be informed is 0.817, the customer’s right to be safe is
0.738, the customer’s right to choose is 0.608, and the customer’s right to be heard is 0.774.

Data collected were sorted, edited, counted and analysed using frequencies, percentages, means and standard
deviations. The responses were also subjected to Principal Component Analysis (PCA) using ones as prior
communality estimates. The number of components was extracted using the principal axis method. In order to
normalise the variation among the variables, Varimax (Orthogonal) Rotation with Kaiser Normalisation was
used.

5. Results and Discussion

5.1. Demographic Characteristics of Respondents

Table 1 presents the socio-demographic characteristics of the sample used for the research. Among the total
number of 562 respondents 61.4% of them were men and 38.6% were women. Almost 30% of the respondents
had a bachelor or a Higher National Diploma (HND) qualification, about 26% had Secondary/High school, 24.2%
of respondents had Middle school qualification, 10.5% had either technical or vocational qualification while 9.8%

)
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Table 1. Demographic characteristics of respondents.

Gender Age
Attribute Frequency Percentage Attribute Frequency  Percentage
Female 217 38.6 20 years or less 43 7.7
Male 345 61.4 21 - 30 years 93 16.5
Total 562 100 31 - 40 years 167 29.7

Educational Background
Attribute Frequency Percentage
Middle School 136 24.2 41 - 50 years 173 30.8

Technical/Vocational Secondary/High

school HND/Bachelor 168 5910.5 14425.6 51 - 60 years 65 11.6
Others 55 9.8 29.9 Above 60 years 21 3.7
Total 562100 Total 562 100

of respondent had other qualifications. Majority of the respondents (60.5%) were between the ages of 31 - 50
years, 16.5% were between 21 - 30 years, 7.7% were 20 years or less while 15.3% of the respondents were 51
years and above.

5.2. The Customer’s Right to Be Informed

The researchers wanted to know the perceptions of customers about whether microfinance firms adequately pro-
vide them with the necessary information concerning loan transactions. As displayed in Table 2, most of the
respondents, representing 73.5% agreed with the statement that the loan agreement (contract) was explained to
them thoroughly in a medium that they understood before they signed it. More than 19% of the respondents do
not agreed with the statement while 7.4% neither disagreed nor agreed with the statement. There were similar
responses when respondents were asked whether they were made aware of how they would pay back the loans
they took, 67.3% agreed with the statement, but 15.8% disagreed and 16.9% neither agreed nor disagreed.

This suggests that most microfinance firms are behaving well in ensuring that irrespective of the educational
level of the customer, the appropriate communication medium is employed so that customers can understand the
loan agreement and especially how the loan can be paid back. Also some firms are not using the appropriate
media in explaining the loan contract (loan agreement) to the customers, especially how the loans they took
would be paid pack.

The respondents’ pre-knowledge of the processing fee and the amount to be paid were also considered; 57.8%
respondents agreed that they were made aware that they will pay a processing fee on the loan, 33.4% disagreed
with the statement and 8.8% of respondents neither agreed nor disagreed. We wanted to know whether respon-
dents were actually made aware of the amount to be paid as the loan processing fee and the result shows that
58.3% respondents agreed that they were aware of the amount to be paid as the processing fee before the loan
was processed, but 33.6% of the respondents disagreed while 8.1% neither disagreed nor agreed.

From the analysis, more than 40% respondents cannot agreed to the fact that they were made aware of a loan
processing fee to be paid and the amount to pay. This obviously is not a moral behaviour that a firm should por-
tray. 48.6% of the respondents agreed with the statement that they were made aware of the nature of the interest
to be paid for taking the loan, whether flat rate or reducing rate, but 45.4% disagreed with the statement while 6%
neither agreed nor disagreed. In responding to the statement as to whether respondents were made aware of the
total amount to be paid by the end of the loan period, (that is the principal plus the interest), 49.7% of the res-
pondents agreed with the statement, 37.3% respondents disagreed and 13% respondents neither agreed nor disa-
greed.

From the analysis, more than 50% respondents are unable to agree with the statement that the microfinance
firms they contracted a loan from informed them of the nature of interest on the loan be it a flat rate or a reduc-
ing rate and also the total amount to be paid by the end of the loan period.
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Table 2. Respondents’ responses to statements about their right to be informed.

Valid Percent

1 2 & 4 5) 6 7

Statements Mean SD
Strongly Just  Partially Neutral Partially Just Strongly
Disagree  Disagree Disagree Agree  Agree  Agree
You were made aware of the nature 25.6 153 45 60 80 146 26 404 2446
of interest rate on the loan
You were made aware you of 34 18.3 1.7 88 39 171 368 475 2118

a processing fee on the loan

You knew the amount to be paid
as processing fee before the 8.2 14.9 10.5 8.1 7.5 20.6 30.2 475 2125
loan was processed

You paid for other charges which
you didn't know before the loan

You were aware of the systematic
advance collections of the loan

24.6 6.0 11.4 17.1 11.6 16.0 133 3.86 2124

2.1 9.6 4.1 16.9 17.8 153 34.2 521 1.738

The loan agreement was explained
to you thoroughly in a medium you 5.7 5.9 7.5 7.4 12.1 18.9 425 541 1.882
understood before signing

The total amount to be paid by the
end of the repayment period was 8.4 15.7 13.2 13.0 6.9 21.4 214 444 2.042
indicated to you before signing

Microfinance companies deliver
on their promises as they 5.2 9.3 20.1 20.8 14.4 14.4 15.8 437 1.747
portray in their advertisement

Microfinance companies are honest

. N - 6.4 6.2 13.0 20.8 24.2 10.9 18.5 457 1.726
in providing information to customers

The researchers were interested to know if respondents paid any hidden charges in acquiring loans. 40.9% of
the respondents agreed that they paid for other charges that they were not aware before signing the loan contract
but 42% respondents disagreed that they were made to pay other charges, while 17.1% are not sure whether they
paid for other charges or not.

In assessing whether microfinance firms deliver what they promise, 44.6% of the respondents agreed with the
statement that microfinance firms deliver on their promises as they portray in their advertisements but 34.6% of
the respondents disagreed with the statement, while 20.8% of the respondents neither agreed nor disagreed.
Respondents’ views on whether microfinance firms are honest in providing information to customers was eva-
luated and 53.6% of the respondents agreed with the statement, 25.6% disagreed with the statement that micro-
finance firms are honest in providing adequate information to customers who wants to take loans from them
while 20.8% respondents neither agreed nor disagreed.

Further Analysis

In order to discover or reduce the dimensionality of the data set without sacrificing accuracy or originality; veri-
fy new meaningful underlying or hidden patterns within the observed variables in the data, and classify them
according to how much of the information stored in the data they account for; we performed exploratory factor
analysis. This analysis helped us to identify the number and nature of the latent factors. Using factor loadings of
0.50 and above, the factor scores were selected.

The Kaiser-Meyer-Olkin measure of sampling adequacy value for the factor analysis was 0.83. Also, the Bar-
tlett’s test of sphericity had a chi-square value of 2515.12 with p-value = 0.00.

Using the eigenvalue-greater-than one principle, two factors were retained. These two factors explained about
64% of the variation in the data. The first factor had an eigenvalue of 4.318 explaining about 48% of the varia-
tion in the data. Also, the second factor had an eigenvalue of 1.37 and it explained about 16% of the variation in
the data.

Much cannot be deduced from the screen plot as it was smooth after component 2, suggesting that only com-
ponents 1 and 2 account for meaningful variance. This indicates that only these two components should be re-

tained and interpreted.
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As displayed in Table 3, from the factor loadings of the rotated component matrix, it was observed that the
items; awareness of the interest rate on loan, awareness of the loan processing fee, awareness of the loan
processing fee amount, awareness of the loan collection process, thorough explanation of the loan agreement,
and awareness of the total loan amount to be paid (Principal Amount and Interest), loaded on factor 1. Hence,
factor 1 was called “Loan Transaction Information”. Also, that the statements with regards to: hidden charges,
fulfilment of promises portrayed in advertisement, and honesty in providing information, loaded on factor 2.
Even though, the item hidden charges, loaded on factor 2, the value was negative. Factor 2 was called General
information.

These factors are latent in the sense that they are assumed to actually exist in the responses to the items on the
questionnaire, but cannot be measured directly. However, they do exert an influence on the responses to the
items that constitute the customer’s right to be informed.

5.3. The Customers’ Right to Be Safe

Customers’ views on whether firms adequately ensure their comfort and safety in loans and other financial tran-
sactions were considered. The analysis, as shown in Table 4, indicates that more than 58% of the respondents
did not agree with the statement that most of the questions they were asked before the loan was granted were
personal and it made them uncomfortable, 23.9% of the respondents agreed that they were asked personal ques-
tions which made them uncomfortable and 17.3% of the respondents neither agreed nor disagreed with the
statement.

Respondents were asked to respond to a statement whether they felt cheated after contracting a loan. 62% did
not agree they felt cheated after taking the loan, 17% agreed they were cheated and 20.4% of the respondents
neither agreed nor disagreed with the statement. When respondents were asked if the loan they contracted made
them worried because the interest on the loan was too high, 34.2% agreed with the statement but 45.2% disa-
greed while 20.6% of the respondents neither agreed nor disagreed. This means more that 54% respondents
cannot disagree that the interest charged on the loan was too high and that made them worried.

About 52.2% of the respondents disagreed with the statement that the company failed to realize from its as-
sessment that they (the customer) could not repay the loan, 27.9% neither agreed nor disagreed and 19.9%
agreed with the statement. Lapses in the loan repayment ability assessment can over burden the customer and
deprive him or her, the quality financial advice that they can benefit from credit managers of microfinance com-
panies. It is in the interest of these microfinance companies to ensure proper assessment even when loan deduc-
tions would be coming from the customers’ source of income (salary).

When respondents were asked whether they have suffered disgrace before as a result of not being able to pay
their loan on time, 63.2% of the respondents disagreed that they had been disgraced in any way by the company,

Table 3. Factor loadings of rotated component matrix of responses for customer’s right to be informed.

Component Factor Loading

Statements 1 2
Loan Transaction Information General Information

Awareness of the interest rate on loan 0.86
Awareness of the loan processing fee 0.91
Awareness of the loan processing fee amount 0.87

There were hidden charges -0.68
Awareness of the loan collection process 0.74
Thorough explanation of the loan agreement 0.69
Awareness of the total loan amount to be paid 0.77

Fulfilment of promises portray in advertisement 0.64

Honesty in providing information 0.77




Y. Brew et al.

Table 4. Respondents’ responses to statements about the customer’s right to be safe.

Valid Percent

Statements 1 2 3 4 5 6 7 Mean  SD
Strongly Just Partially Neutral Partially Just Strongly
Disagree Disagree Disagree Agree  Agree  Agree

Some of the questions asked before
granting the loan were very personal 31.0 15.3 12.6 17.3 11.6 41 8.2 3.08 1925
and it made me uncomfortable

| felt cheated after taking

the loan from the firm 21.9 26.2 13.9 20.4 6.2 3.4 8.0 3.05 1.783

The loan | took made me worried

because the interest was too high 19.0 14.8 11.4 20.6 155 8.9 9.8 3.65 1921

| think they should have known
I couldn’t repay the loan but went 20.6 15.8 15.8 27.9 10.3 8.2 1.4 322 1612
ahead and gave me the loan

| was disgraced for not

. . 329 21.0 9.3 16.2 8.2 6.4 6.0 289 1.885
being able to pay on time.
The workers talked to me rudely because
I was finding it difficult to pay on time 22.6 24.2 10.7 24.4 5.2 6.4 6.6 311 1.7%
| am now more indebted than 205 18.3 123 197 98 101 93 348 1940

| was before taking the loan

20.6% of the respondents agreed with the statement that they have suffered disgrace from the firm before and
16.2% of the respondents neither agreed nor disagreed with the statement. More than 57% of the respondents
disagreed with the statement that the workers of the company talked to them rudely because they were finding it
difficult to pay their loan on time, 18.2% agreed with the statement while 24.4% of the respondents neither
agreed nor disagreed with the statement. In addition, 29.2% of the respondents agreed that they are now more
indebted than before taking the loan but 51.1% of the respondents disagreed with the statement while 19.7%
neither agreed nor disagreed.

Further Analysis
The Kaiser-Meyer-Olkin measure of sampling adequacy value for the factor analysis was 0.67. Also, the Bar-
tlett’s test of sphericity had a chi-square value of 1517.23 with p-value = 0.00.

Using the eigenvalue-greater-than-one principle, two factors were retained. These two factors explained about
66% of the variation in the data. The first factor had an eigenvalue of 2.89 explaining about 42% of the variation
in the data. Also, the second factor had an eigenvalue of 1.74 and it explained about 24% of the variation in the
data.

Much cannot be deduced from the screen plot as it was flat after component 2, suggesting that only compo-
nents 1 and 2 account for meaningful variance. This indicates that only these two components should be retained
and interpreted.

From the factor loadings of the rotated component matrix, as shown in Table 5, it was observed that the items:
Failure to detect customers inability to pay back loan, Disgrace for not being able to pay back loan on time, and
Worker(s) talked to me rudely for not paying for the loan on time, loaded on factor 1. Hence, factor 1 was
named “Payment Inability”. Also, items Personal and uncomfortable questions, | felt cheated after the loan, |
was worried because of high interest rate on the loan, and | am more indebted after taking the loan than before
loaded on factor 2. Factor 2 was called Dissonance.

These factors are latent in the sense that they are assumed to actually exist in the responses to the items on the
questionnaire, but cannot be measured directly. However, they do exert an influence on the responses to the
items that constitute the customers’ right to be safe.

5.4. The Customer’s Right to Choose

Respondents’ views on the customer’s right to choose were examined and as shown in Table 6, more than 31%

)
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Table 5. Factor loadings of Rotated Component Matrix of responses for the customers’ right to be safe.

Component Factor Loading

Statements 1 2
Payment Inability Dissonance

Personal and uncomfortable questions 0.60

| felt cheated after the loan 0.76

I was worried because of high interest rate on the loan 0.70
Failure to detect customers inability to pay back loan 0.84
Disgrace for not being able to pay back loan on time 0.89
Worker(s) talked to me rudely for not paying for the loan on time 0.80

I am more indebted after taking the loan than before 0.91

Table 6. Respondents’ responses to statements about the customer’s right to choose.

Valid Percent

Statements 1 2 3 4 5 6 7 Mean  SD
Strongly  Just  Partially Neutral Partially  Just  Strongly
Disagree Disagree Disagree Agree  Agree  Agree

The firm lacks different time periods

that one can decide to pay the loan back 203 187 116 180 [ 109 130 359 2.050

The firm lacks different payment
options (modes) through which the 7.7 11.9 6.2 221 3.6 15.7 32.9 481 2.052
customer can pay the loan

The penalty charged to surrender
a loan is so high that a customer has to

painfully comply with the agreed payment 11.2 16.9 10.1 16.4 6.6 14.6 24.2 431 2128
schedule even if one can pay off the loan
| felt compe!led |_nto taking a loan 231 68 57 158 8.7 217 181 418 2230
from the microfinance company
| later found out there was a better 16.9 249 123 181 71 91 123 351 1.979

package but | had already taken the loan

of the respondents were of the view that the firms do not have different time periods from which one can decide
to pay back the loan, but 50.4% of the respondents disagreed with the statement while 18% neither agreed nor
disagreed. Also, 52.2% of the respondents were of the opinion that the firm lacks different payment options or
modes through which customers can pay back loans, but 25.8% have an opposite view and 22% of the respon-
dents did not agree nor disagree with the opinion.

More than 45% of the respondents agreed with the statement that the penalty charged to surrender a loan is so
high that customers have to painfully comply with the agreed payment schedule even if the loan could be paid
off, 38.2% disagreed with the statement while 16.4% neither agreed nor disagreed. In addition, 48.5% of the
respondents are of the opinion that they were compelled into taking a particular loan package because there were
no options available for them, but 35.6% of respondents have an opposite view, while 15.9% neither agreed nor
disagreed with the view. In a related score, 28.5% of the respondents later found out that there was a better
package but they had already taken the loan, but 53.4% disagreed that they later found out there was a better,
and 18.1% neither agreed nor disagreed with the statement.

Further Analysis

The Kaiser-Meyer-Olkin measure of sampling adequacy value for the factor analysis was 0.50. Also, the Bar-
tlett’s test of sphericity had a chi-square value of 262.16 with p-value = 0.00.
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Using the eigenvalue-greater-than one principle, two factors were retained. These two factors explained about
56% of the variation in the data. The first factor had an eigenvalue of 1.63 explaining about 33% of the variation
in the data. Also, the second factor had an eigenvalue of 1.17 and it explained about 23% of the variation in the
data. Much cannot be deduced from the screen plot as it was smooth after component 2, suggesting that only
components 1 and 2 account for meaningful variance. This indicates that only these two components should be
retained and interpreted.

The factor loadings are presented in Table 7. From the rotated component matrix, it was observed that items:
Absence of different loan payback periods, and Unknown loan package loaded on factor 1. Hence, factor 1 was
called “Available loan packages”. Also, items, lack of loan payment options, prohibitive loan surrender penalty
charge, and | was compelled into taken the loan loaded on factor 2. Factor 2 was called “lack of options”.

These factors are latent in the sense that they are assumed to actually exist in the responses to the items on the
questionnaire, but cannot be measured directly. However, they do exert an influence on the responses to the
items that constitute customers’ right of choice.

5.5. The Customer’s Right to Be Heard

As shown in Table 8, more than 57% of the respondents agreed with the statement that workers of microfinance
companies are always ready to listen to complaints when a customer goes to the office to make a complaint but
26.3% disagreed, while 16% neither agreed nor disagreed with the statement. Likewise, 55% of the respondents
agreed with the statement that workers are always ready to listen to a complaint when called on their office
phone, 28.1% disagreed with the statement while the remaining 16.9% respondents neither agreed nor disagreed.
Similarly, 55.7% agreed it is often very easy to get through to workers on their office line, but 27.5% disagreed
with the statement and 16.8% neither agreed nor disagreed.

Table 7. Factor loadings of rotated component matrix of responses for the customer’s right to choose.

Component Factor Loading

Statement 1 2
Available Loan Packages Lack of Options
Absence of different loan payback periods 0.89
Lack of loan payment options 0.54
Prohibitive loan surrender penalty charge 0.73
1 was compelled into taken the loan 0.61
Unknown loan package 0.88

Table 8. Responses to the statement the customer’s right to be heard.

Valid Percent

Statements 1 2 3 4 5 6 7 Mean SD

Strongly Just Partially Neutral Partially Just  Strongly
Disagree Disagree Disagree Agree  Agree  Agree

Workers are always ready to
listen to you when you go to the 55 7.8 13.0 16.0 18.9 221 16.7 468 1.749
office in person to complain

Workers are always ready to listen
to you when you call the office 6.2 9.6 12.3 16.9 12.3 25.1 17.6 465 1.833
on phone to complain

It is often very easy to get through

to workers on their office line 5.7 7.7 141 16.9 14.6 22.6 18.5 469 1791
Workers are always ready 44 71 125 158 190 228 183 480 1713

to help you solve a complaint
Workers follow through complaints and 6.2 96 121 171 126 246 178 465 1832

resolve problems on time when reported
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When respondents were asked whether workers follow through complaints and resolve problems on time
when reported, 55% agreed and 27.9% disagreed with the statement while 17.1% neither agreed nor disagreed.
In addition, 60.1% of respondents were of the view that workers are always ready to help solve a complaint, 24%
disagreed that workers follow through complaints and resolve problems on time when reported while 15.9%
neither agreed nor disagreed.

Further Analysis

The Kaiser-Meyer-Olkin measure of sampling adequacy value for the factor analysis was 0.77. Also, the Bar-
tlett’s test of sphericity had a chi-square value of 1503.06 with p-value = 0.00. Using the eigenvalue-greater-than
one principle, two factors were retained. These two factors explained about 68% of the variation in the data. The
first factor had an eigenvalue of 3.00 explaining about 49% of the variation in the data. Also, the second factor
had an eigenvalue of 1.15 and it explained about 19% of the variation in the data. Much cannot be deduced from
the screen plot as it was smooth after component 2, suggesting that only components 1 and 2 account for mea-
ningful variance. This indicates that only these two components should be retained and interpreted.

The factor loadings are presented in Table 9. From the rotated component matrix, it was observed that items:
workers are always ready to listen to complaints in their office, workers are always ready to listen to complaints
on the telephone, and it is easy to get through the office line, loaded on factor 1. Hence, factor 1 was called
“complain making”. Also, items workers readiness to solve problems, and prompt complaint and Problem reso-
lution, loaded on factor 2. Factor 2 was called “complaints resolution”.

These factors are latent in the sense that they are assumed to actually exist in the responses to the items on the
questionnaire, but cannot be measured directly. However, they do exert an influence on the responses to the
items that constitute the customer’s right to be heard.

5.6. Effect of CSR on Future Loan Transaction Behaviour of Customers

We wanted to know whether respondents would continue to contract loans from microfinance companies whom
they know to be socially irresponsible but offer loans with relatively lower interest rates. As shown in Figure 1
and Table 10, more than 79% of the respondents agreed that in the future they will not transact with a firm that
is not socially responsible even if their interest rate is relatively low, 17.6% disagreed with the statement and
would transact with microfinance companies who are not socially responsible if their interest rate is relatively
low while 2.7% neither agreed nor disagreed with the statement.

Table 9. Factor loadings of rotated component matrix of responses for the customer’s right to be heard.

Component Factor Loading

Items 1 2
Complaint Making Complaints Resolution.
Workers are always ready to listen to complaints in their office 0.90
Workers are always ready to listen to complaints on the telephone 0.91
It is easy to get through the office line 0.93
Workers readiness to solve problems 0.84
Prompt complaint and problem resolution 0.64

Table 10. Effect of CSR on customers’ future transaction behaviour.

Valid Percent

Statement 1 2 3 4 5 6 7 Mean SD
Strongly Just Partially Neutral Partially Just Strongly
Disagree  Disagree Disagree Agree  Agree  Agree

In the future 1 will not transact with a firm
that is not socially responsible even if their 43 9.4 3.9 2.7 18.3 17.1 443 519 1.823

interest rate is relatively low
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Figure 1. The effect of social responsibility on customers’ future transaction behavior.

6. Conclusions and Recommendations
6.1. The Customer’s Right to Be Informed

Obviously, from the analysis of the data collected, there is a deficiency in the adequacy of information that most
microfinance companies provide their customer or client.

Management should ensure that all the important terms and conditions of a loan are clearly stated and the em-
ployees are well abreast with these terms and conditions as and when changes are done. Particular attention
should be given to the medium, and the information given so as to be well understood by the customer(s). We
further recommend that communication of the terms and conditions of a loan must be done face-to-face. Also, a
printed copy of the terms and conditions of the loan should be given to the customer(s) to enhance better under-
standing and as a reference.

6.2. The Customer’s Right to Be Safe

The customer service employees must be trained regularly to facilitate their ability to handle customers in a
more humane manner. The responses from the respondents show that they are not happy with the attitude of the
service providers. In lieu of this, a structured list of important and appropriate questions should be readily avail-
able to help employees do a good assessment of customers. This, to a large extent, will help to offer good finan-
cial advice to protect the customer from over indebtedness which may lead to bad debts for the company. Man-
agement should take steps to charge a reasonable interest on loans so as not to create the impression that the
company is extorting the poor customer.

6.3. The Customer’s Right to Choose

It is the right of the customer to decide and choose. This right should not be undermined by any company. From
the responses, most of the respondents are of the view that the microfinance companies they have transacted did
not do much to ensure the customer’s right of choice. Most respondents see the companies as not having differ-
ent loan payment options and different time periods for paying back loans. Others also have the view that the
penalty charged to surrender a loan is very high. Customers also complain that they feel compelled into taking a
particular package because there is no other options. Also, some customers later realize that there are better loan
packages that suit their situation.

In order to maintain customers and still be viable, management should introduce different options that cus-
tomers can choose from to pay back loans that they have taken. Management should ensure that prohibitive loan
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surrender charges are avoided. Furthermore, all available loan options should be made known to customers and
should not be assumed the customer knows.

6.4. The Customer’s Right to Be Heard

From the analysis, it can be observed that, some of the respondents do not agree that microfinance companies
take adequate measures to ensure that the customer’s right to be heard is respected, hence this aspect of custom-
er service delivery should be given the needed attention.

We also recommend that management put in place innovative measures to encourage customer feedback. This
will enable management to know and understand their customers well, hence facilitating better service.

Certainly, the importance of the customer’s right to be informed, to be safe, to chose, and to be heard cannot
be overemphasized, especially when the social responsibility practices of a company are to be assessed from the
point of view of the customer. Management of microfinance companies must have a policy in place to ensure the
continuous training of employees in areas, such as product or service knowledge, customer assessment, custom-
er service, and handling of challenging customers. Senior management support and involvement in ensuring
ethical and moral behaviour in the running of the company are recommended. In this age of competition, any
unethical behaviour from management or employees may result in the company losing the customer(s).

The Ghana Association of Microfinance Companies (GAMC) should continuously and vigorously sensitize
and educate the public on the need for customers to do business with their member companies. The association
should help brand their member companies well by ensuring compliance to ethical standards and continuous
education. The association must vigorously continue in building a reputable and enviable image in the industry
S0 as to attract non-member companies.

7. Limitations and Further Research

This study is limited to the views and concerns of customers of Tier-2 microfinance companies in Ghana. Re-
sults are not generalizable to the entire microfinance sector. Further research could include other categories of
microfinance companies.
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