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1.0
INTRODUCTION
The ARB Apex Bank is very happy to be invited to this AFRACA Microfinance Forum. The Managing Director had wished to be part of this Forum but could not do so because he had to attend to an equally important assignment. He has therefore delegated me to represent him. I wish to bring you greetings from Ghana and would like to thank the organisers for giving me the opportunity to speak on the topic, “capacity building for effective microfinance activities”.  

My paper would touch on what capacity building is about, the experiences of rural and community banks in Ghana, how effective capacity building should be carried out, the impact thereof and the way forward.
2.0 CAPACITY BUILDING DEFINED 
Capacity building is an ongoing process through which individuals, groups,          organizations and societies enhance their ability to identify and meet          developmental challenges. 
 All countries, including those wracked by civil war unrest and prolonged war,          have the capacity to address local concerns, problems, and vulnerabilities –          however nascent or weak. Capacity building helps individuals exercise their          rights and responsibilities and improve their lives and communities through        advocacy, negotiations and cooperative action. 
3.0 CAPACITY BUILDING EXPERIENCES OF RURAL AND COMMUNITY BANKS (RCBs) IN GHANA 
Under the Ghana Rural Financial Services Project launched in 2002 (ending in 2008), capacity building of Rural and Community Banks (RCBs) was aimed at providing assistance to RCBs to enable them to adopt and disseminate best practices in rural banking including microfinance activities, and acquire and utilize new technologies for effective operations and timely reporting. The support from the project in this area involved:

· human resource development, mainly through training;

· strengthening of internal controls and procedures through the provision of simple equipment that provide transparency in the activities of rural banks, and training in the use of such equipment;

· providing logistics and training to strengthen communication linkages; and

· Investment in the development of management information and reporting systems to ensure reliable and timely reporting of activities of the rural banks.
The following training programmes had been undertaken for staff of RCBs to strengthen their capacity in undertaking microfinance activities:
         AT THE RCB LEVEL

· Loan delinquency management
· Group dynamics, Group formation and animation
· Credit management and customer care

· Training of trainers programme on ‘financial literacy for women’

· Effective management of ‘susu savings’

· Microfinance support initiative

· Susu savings and loan administration
AT THE CLIENTS LEVEL

 Capacity building of microfinance clients of rural banks had been aimed  at educating the consumers on financial and other services as follows:

           To inculcate savings habits and to appreciate that one could also be better off saving instead of borrowing
· To understand petty bookkeeping of daily transactions

· To understand interest and fee structures of their loans

· To provide accurate information about their business to their loan officers 

· Business management 
· Health education

· Group management training for group leaders on areas such as conflict resolution

4.0 CAPACITY BUILDING EXPERIENCES IN AFRICA 
The EU/ACP Microfinance Programme initiated in 2007 addresses one of the         main bottlenecks in microfinance: retail capacity. It awarded 6.5 million Euros of         grant funding to eleven partner organisations to expand outreach through         innovative delivery mechanisms and products and to improve transparency. The         EU/ACP Microfinance Programme accomplished the following by September,         2007:-

Directly strengthened at least 40 Microfinance Institutions (MFIs) in DRC, Ghana, Rwanda, Kenya, Uganda, Senegal, Togo, Mali, Niger, Mozambique, Malawi, Zambia and Zimbabwe
· Supported ProCredit DRC to massively scale up and facilitate clients’ round-the –clock access to funds with the first ever ATMs in the country

· Created 2 start-up MFIs in Madagascar and in Cameroon

· Trained more than 400 staff across Africa, including staff of rural, community based Financial Service Associations in Kenya and village banks in Cameroon

· Supported 2 microfinance networks ( a regional network and the Ugandan Association)
· Rolled out pioneering consumer education and protection initiative by Ugandan Microfinance Association
· Established a technical assistance programme on risk management and social reporting with local consultants trained and 3 assignments undertaken

· Complemented European Investment Bank investments from the Cotonou Investment Facility with at least three of grants awarded
· Helped experimentation with diverse financial services ,e.g. microinsurance and savings

· Awarded 10 scholarships to ACP policy makers (central bank,  ministry of finance, etc) to enrol in the Microfinance Boulder training programme

                RESULTS OF THE AWARD

· Financial products are being diversified e.g. Opportunity International, UK strengthens the capacity of several partner MFIs in Africa to refine and develop products, including microinsurance and remittances
· New technology is being applied e.g. Procredit introduces ATMs in DRC for the first time

· Microfinance banks are being created e.g. LFS Financial Systems sets up a new microbank in Madagascar

· Expansion of financial services to rural and remote areas e.g. Aquadev Etimos strengthen financial service providers operating rural areas in Senegal
    5.0 HOW EFFECTIVE CAPACITY BUILDING SHOULD BE CARRIED OUT 
          AT THE MFI LEVEL
· Needs assessment should be undertaken to identify the strengths and weaknesses of the MFI. This can be done through the following:
· Interview of loan officers on knowledge of microfinance best practices and procedures

· Monitoring of performance of loan portfolio

· Review of loan reports
· Identification of resource persons to provide the required training needed to upgrade capacity of loan officers. 
· Training should highlight practical issues such as the following:

· T
he need for adequate communication between MFIs and their clients so that loan officers can have a better understanding of the financial needs of clients
·  A review of the existing business processes and how re-engineering can contribute to improved performance

· Training of loan officers 

            AT THE CLIENT LEVEL

         Consumer education should use a variety of channels to deliver the message
· Rural Radio: This is often the least expensive way to reach large numbers of rural people, especially in local languages. The radio campaign should consist of short prepared radio spots, longer pre-recorded shows and call-in shows in which a local expert can respond to listener questions.

· Posters and Flyers: These printed materials help reinforce simple headline messages
· Flipcharts: The flipchart has a proactive interesting pictures on one side and behind each picture is a set of questions for the trainer, designed to elicit participation from the group

· Music, Dance and Drama
· Road Shows: This can be used to promote savings through mobile live theatre, which is reinforced by flyers, coin purses and outdoor advertising.

6.0 MEASURING IMPACT OF CAPACITY BUILDING
          AT THE MFI LEVEL

· Outreach
· No. of deposit clients

· Average deposit balances

· Number of loan clients

· Average loan balances

· Financial sustainability
· Capital adequacy 
· Profitability

· ROA

· ROE

· Liquidity: An important element of sustainability is the ability to maintain adequate liquidity – that is, at all times the PFI is able to meet its financial obligations, including repaying maturing debt, meet depositors withdrawal requests and funding loan and other investment commitments

· Quality of Portfolio Administration
· Non-performing loans
· Loans written off

· Renegotiated loans

  AT THE CLIENT LEVEL

The impact of capacity building at the client level should be felt in three            areas, often called ‘KAP’ for Knowledge, Attitudes and Practices.
· Knowledge, what people have learnt as a result of the programme

· Attitudes, or how they feel and what they think about financial services and products

· Practices, or what they actually do as a result of the programme

 KAP evaluations are important because, if there is limited change in practices,         but greater change in knowledge or attitudes, then one can examine what            factors kept the new knowledge from changing attitudes, or stopped the            changed attitudes from affecting behaviour.
7.0 THE WAY FORWARD
The way forward is for Governments, Development Partners and Non-       Governmental Organisations to provide more of such assistance to support     capacity building programmes of microfinance institutions and clients to promote        microfinance activities on the African continent 
8.0 CONCLUSION

 In conclusion I would like to say that capacity building is a key player in effective      microfinance activities. This is because issues confronting the MFI and the client,      the main players in the industry, are addressed to a very large extent.
 As I speak, some of the commercial banks in Ghana are in strong competition      with rural/community banks in microfinance activities and it is my wish that      innovative approaches to addressing capacity building issues would be evolved to      ensure effective microfinance activities on the continent with the overall aim of      ensuring sustainability of the MFI and an improvement in the living conditions of       the client. 

                    THANK YOU FOR YOUR ATTENTION. 
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