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ABSTRACT
This study focuses on examining sources of microfinance loans, the opportunities and
challenges which these loans pose to teachers in Zambia as they try to attain sustainable
development. Two theories inform this study: The Theory of Microfinance (Muhammad
Yunus-1974) and The Theory of the Balance of Commodities and Discommodities of Usury
by Bacon -1625 as they are heavily linked to micro financing in developing countries. In this
study mixed method imbedded design is used where the quantitative design took prominence
supplemented by the qualitative design. A sample of 407 which comprised 405 teachers and 2
financial service providers in 22 schools both in Solwezi and Kasempa were sampled. Critical
purposive sampling was used to select 5 teachers who were highly indebted from
microfinance loans and simple random sampling was used for the rest of the participants.
Data from interviews was analysed through coding, labelling and according to emerging
themes, while Statistical Package for Social Sciences (SPSS) was used to run statistical tests
of both descriptive and inferential nature on questionnaire results and presented in statistical
output tables, pie-charts and graphs. Excel was also used to generate charts and graphs. The
study established that the main sources of microfinance for teachers were formal
microfinance and these included: Bayport, 1zwe, Madison Finance among others and banks
with a small portion getting from Kaloba or individual money lenders (shylocks) as well.
Education, business, land or home ownership, motor vehicle purchase, and solving social
problems among others were the major opportunites for teachers borrowing from
microfinance loans. There was further indication that lending rates were very high and quit
unsustanaible. The sudy further established indebtedness, high lending rates,double
deductions, delayed refunds among others as major challenges teachers had from
microfinance institutions. The study, therefore, concluded that the high lending rates made
microfinance seem to have made a negligible positive contribution to sustainable
development and consequently proved not to be a sustainable source of finance for teachers.
The study, therefore, recommended that lending rates should be lowered, and government
should also recapitalise Public Service Microfinance Company so that it can adquately

provide low interest and sustainable loans to government employees.

Key Words: Micro finance Loans, Sustainable Development, Teachers, Challenges,

Opportunities.



DEDICATION

| dedicate this research to my late aunt and friend Sheba Mwale for making me realise my
potential and for being my emotional pillar in my early life and for building a character of
self- reliance and hard work and for the financial support towards my education. | am what
people see today mainly because of her tireless effort and dedication of her precious time and
other irreplaceable and valuable resources. May her soul rest in eternal peace. | also dedicate
this study to my wife, Prudence Ngungu, for taking care of our children during the period 1
was away from home and to my children: Nkhundezhi, Chisomo, Chabota, Olivia, Diana,

Douglas and Thandiwe.



ACKNOWLEDGEMENTS

My heart felt gratitude goes to my supervisor, Dr. Gift Masaiti, for unwavering support,

encouragement and constructive criticism he gave me through-out the span of this course.

I would like to thank my course mates Joseph Simweleba, Ndonyo Mweemba and
Maimbolya Namuchana for their supportive spirit and the thrust of purpose they exhibited
through-out our course and great thanks also go to friends, Pelekamoyo Joackim, Mukuka

Maria, Tobias Gondwe and Dingase Mtonga for their moral, emotional and peer support.
| finally, say that 1 owe thanks to all the teachers and Microfinance Institutions that

participated in this research and all those that supported me emotionally and physically
during the time of the research.

Vi



TABLE OF CONTENT

COPY RIGH T i e e e e e e e e et e e e e e s st e e e e e e e e s s s nrbareeeeeas i
DECLARATION L.ttt e e e e e e e e e e e s e e e e e e e e e e s s e ntaaraneeeas i
APPROV AL ..ottt e e e e e e e e e a e e e e e e e ra e e e e e e n i raas i
A B ST R A T e e e e e —— e e e e —aaaeaa i ———aas iv
DEDICATION ..ottt e e e e e e e e e e et e e e e e e e et e e e e e e e e e s annnaaraaeeeas \
ACKNOWLEDGEMENTS ... e e e e Vi
LIST OF TABLES ...ttt e e e e e e e e e e e s e e raeeeeas xii
LIST OF FIGURES ......ooooiee ettt e e e e a e e e e s et aae s Xiii
LIST OF APPENDICES. . ...ttt e e e e e e e e e s e eae s Xiv
ACRONYMS AND ABBREVIATIONS ....oooiiiiie et XV
OPERATIONAL DEFINITION OF TERMS.......oc oo XVi
CHAPTER ONE: INTRODUCTION ...ooiiiiiii it e 1
IO O =T T SRR 1
I = - Tod (o | {0 1 o SRS SRPRR 1
1.3 Statement 0f the ProbIemi..........ooiiiii 5
R O o] [T =TSSR 5
1.4.1 RESEArCh QUESTIONS .....vvvieiiiiiie e e ettt e et c e et e et e e e e s et e e e e s et e e e e s sabrae e e s earaeeas 6
1.5 PUrp0Se OF the STUAY.......cccuiiiiie et 6
1.6 Significance 0f the STUAY...........cooiiii i 6
1.7 Delimitation Of the STUY .......cveiiiie e 6
1.8 LImItation OF STUAY .....ovveiiiie e 7
1.9 Theoretical Frame WOTK..........oouiiiiiiieiie ittt 7
1.9.1 The Balance of Commodities and Discommaodities of Usury (Bacon 1625) .................. 7
1.9.2 Theory of Microfinance (Muhammad YUNnus-1974)........ccccccciveiiiieiiiie e 8
10. Conceptual Frame Work on Teachers and Microfinance Loans...........ccccccevvvveeviiieeiinnnenne, 9
CHAPTER TWO: LITERATURE REVIEW .....ccooiiiieitee e 10
2.1 OVEIVIBW. ...ttt ettt ettt ettt et e et e e st e e R bt e bt e e bt e e st e et e e et e e e nbeeenbeenbeeenees 10
2.2 Evolution of Microfinance Loans in the World. ... 10
2.3 Microfinance from the Zambian Perspective..........cccvveiiiieiiie i 12
2.4 Evolution of Microfinance in Zambia. .........cccooiiiiiiiiieiiiee e 12
2.5 Studies on Microfinance Opportunities and Challenges ..........ccccovvvvveeiiiine e, 14

Vii



2.6 Global Studies on Microfinance Challenges ..o 17

2.7 Studies on Challenges of Microfinance and Public Service Borrowing .............cc.ce..... 19
2.8 Studies on Microfinance iN ZambDia. .........cooouviiiiiieiiiie e 21
2.9 Researcher’s OWn COMMENES.........uuviiireeeeesiiiiiiiieerreeeeessssitrnreerseeesssanssnnnrerreeeesssnnnssnnns 24
2.00 SUMMAIY ...ttt ekt et e et e e b et e e bt e e bt e st e s e e s 25
CHAPTER THREE: METHODOLOGY ....ccoi ittt 26
TR O 1Y =T o RSSO 26
3.2 RESLAICI DESIGN ...ttt 26
3.2.1 SEUAY POPUIALION ...t 27
3.2.2 Study Sample and SaMPIE SIZe.......ccei i 28
3.2.3 SamPling TECANIQUES ......oeiiiiiieii et 29
3.2.4 Exclusion and INCIUSION CFItEIIA........cuvieiireeiieeeeiie e e 30
3. 2.5 RESPONSE RALE ...t 30
3.2.6 Data Collection procedures and INStFUMENTS .........c.eveiiivreiiireeiire e seeesiee e 30
3.2.7 Self-Administered QUESTIONNAIIES .......ccoiviieeeiiiiie et e e e ebbee e e 31
I N 1 =TV 1= F PSSP UP PP 31
3.3.1 DOCUMENT ANAIYSIS ....vveeiiieeiiie et e et et e e e e st e e st a e st e e e snae e e snaa e e aneaeennneeeannees 32
3.3.2 DAta ANAIYSIS ..ttt e e e e e nes 32
3.3.2.1 Analysing Questionnaire Data (quantitative data) ............cccccccveeviveeiiie e, 32
3.3.2.2 Analysis of Interview Responses (Qualitative Data).............ccceevvvveiiiieeeciiiee e, 33
3.3.3 Credibility and TruStWOITNINESS ........ccvveiiiie e 33
3.3.4 Data and Instrument Validation ............cccooiiiiiiiie s 33
3.3.5 Data PreSENTAtION. .......eeiieieiie ittt sttt 34
3.3.6 Ethical CONSIABIALION .....vieviiiiieiiiieciie ettt 34
3.3.8 Chapter SUMMAIY ........oiiiiie ittt e et e e et e e e e e e st e e e anteeeenes 35
CHAPTER FOUR: PRESENTATION OF FINDINGS.........ccooiiiieiieie e, 36
4.1 OVEIVIBW......eetiieeiie ettt ettt et et e st et e e st e e s bt e be e e st e e s bt e be e e nteeabb e e e beeebeeanbeenreeennes 36
4.2. Demographic Characteristics of Respondents ...........cccccovvveiiiiiiiiec i, 36
4.2.1 Composition of Respondents, by GENAEr ............ccoviiiiiii e, 36
4.2.2 Years of Service of RESPONAENTS. ......cccvvviiiiiie it 37
4.1.3 Number of Loans per ReSPONUENES .......cccoiiiiiiieeiiiiie ettt eraae e 38
4.1.4 Net Salary after Loan DedUCTIONS. .........ccoiiiiiiiiiiiiiec e snaae e 38

viii



4.1.4 Cross-Tabulation for Gender and Net-Pay after Loan Deduction of Respondents........ 39

4.1.5 Cross-Tabulation of Background Characteristics of Respondents by Gender and Years of Service

........................................................................................................................................................ 40
4.1.6 Mean Mode and Standard Deviation of Age of Respondents............ccccoovviieriiieinennnn. 41
4.1.7 Net Salary after Loan Deduction and Age Cross Tabulation. .............cccccovveniieniennn. 41
4.2 Findings on Sources of Microfinance Loans for Teachers and their Sustainability in

Achieving Sustainable DeVEIOPMENT. ........ccviiiiiii e 42
4.2.1 FOrmal MICrOTINANCE ......cocuiie et e e nnaee e e 43
4.2.2 BAYPOIT ...ttt 43
A.2.3 1ZWE LLOANS ...ttt ettt ettt e e ettt e e e ettt e e e e bbbt e e e e nb b e e e e et b e e e s arae e e e 44
4.2.4 Public Service Microfinance COMPANY ........cooureiiiiiiieiiieniiesie e 44
4.2.5 Informal Microfinance (Kaloba)............ccoiiiiiiiiiiii e 44
4.2.6 Lending Rates and their Sustainability in Achieving Sustainable Development........... 45
4.2.7 Sustainability of Microfinance Loans as Sources of finance.............ccccoeeviieiiieinennn, 46
4.2.7 Sustainability of Microfinance loans as Source of Finance for Teachers ..................... 48
4.3 Findings on Opportunities Teachers had from Microfinance Loans ..............ccccceevveennne. 48
4.4 Findings on Challenges Faced by Teachers from Microfinance Loans and their Effects

0N TEACNET PEITOIMANCE. ... eeiviiiiie ittt ettt 51
4.4. 1 High Lending RALES.......ccccueeiiiieeiiie et et e se e se e e st e stae e st e e e snae e e snaeeesntaeesnneeeanes 52
4.4.2 Delayed RETUNS ......couiie et e et e e ennee e 53
4.4.3 Personal and Family Hardships..........coouviiiiii i 53
445 INAEDTEANESS ... ettt ettt 54
4.4.6 Lack of Consumer Protection against Illegal Financial Practices............cc.cccccceevvnennne. 55
4.4.7 Effects of Microfinance Loans on Teacher Classroom Performance...............ccccoovenee. 55
4.5. Mitigation Measures for Challenges Teachers Faced from Microfinance Loans. ........... 56
4.5.1 Provision Of LOW INEEreSt LOANS. ........eoiviiiiieiiieiiieiiie st 57
4.5.2 Strengthening Regulatory Framework for MFI ...........ccooeeiiiiiiiec e, 58
4.5.3 Mitigating the Challenge of Delayed Refunds.............cccvveiiiiiiiic v, 58
4.5.4 Mitigation of Credit Rating Bureau Non-Record Clearance. ...........cccccoeveeviveeeiinenne, 59
4.5.5 Providing Financial Literacy t0 TEAChErS. ........ccecoiiiiiiiiii e 59
4.5.6 Banning Lenders from Giving TOp-UP LOANS.........cccceeiiiieiiiiiiiiee e, 59
4.5.7 Increasing Take Home Pay from Current 40 percent to 60 percent..............ccceevvennne. 59
4.5.8. Mitigation of Credit Rating Bureau non-clearance Record. ............cccceevviiiveciiiinnnnn, 60



CHAPTER FIVE: DISCUSSION OF FINDINGS. ..o 61

5.1 OVBIVIBW. ...ttt ettt ettt ettt et e ettt e e e st e e e st e e e s bt e e te e e e bbe e e nbe e e anbeeeenbeeeannes 61
5.2 Sources of Microfinance 10ans for TEACNEIS ..........ccueieiiiieiiiieiie e 61
5.3 Opportunities teachers had from microfinance 10ans. ............cccocveeveesiiie e 62
5.3.1 Land or NOMe OWNEISNIP .....oiiiiiiieiie e s 62
5.3.2 Upgrading of Level Of EQUCALION .........cccooiiiiiiiiieiecee e 62
5.3.3 Car OWNEISND ..ttt ettt ettt ettt e bttt et 63
5.3.4 S0Iving SOCial ProbIEMS........cuiiiiii e 63
5.3.5 BUSINESS INVESIMENT .....eeiiiiieiiiie ettt e ea et e e st e e snee e e st e e anees 64
5.3.6  HOUSE-NOIA GOOUS......cciiiiieiiiieciiee ettt e e entee e nnes 64
5.4.0 Challenges Faced by Teachers from Microfinance Loans. ...........cccccevvvvevivreniinennnen. 65
5.4.1 Delayed RETUNDS. .......oiiiiiiie ettt 65
5.4.2 INUEDLEANESS ...t e et e e e e e nes 66
5.4.3 Lack of Consumer Protection against Unethical Financial Practices............c..ccccceen... 67
5.4.4 High LeNdiNg RALES.....c.eiiiiiiiieiiieitie ettt 68
5.5 The effects of the Challenges of Microfinance Loans on Teacher Class room

PEITOIMANCE. ...ttt ettt ettt ettt et e st bt et e e e be et enrne s 70
5.6 Mitigation of Challenges faced by Teachers from Microfinance Loans. ..............cc......... 71
5.6.1 High 1endiNg RALES ......eeeiiiieiiii ettt e e e et e e e e e e nes 71
5.6.2 Delayed RefUNAS ........oeiiiiiee i 72
5.6.3 INABIDLEANESS ..ot 72
CHAPTER SIX: CONCLUSIONS AND RECOMMENDATIONS ......ccccocvviviieiiienn, 74
8.1 OVEIVIBW......ieieiie ettt ettt ekttt b ettt e e bt e b e et e e s bt et e e e bt et e e e nb e e nbeeennes 74
6.2 CONCIUSION ...ttt ettt et e s et e e e et e e anb e e nreeenees 74
6.3 RECOMIMENUALIONS .....ovvieiiieiie sttt rb e et esne e e nreeennes 76
6.4 Suggestions for Possible Future ReSearch..........cccccoovveiiiic i 77
REFERENGCES ...ttt sttt e be e te e e ne e s neenteesneete e 78
APPENDICES ..ottt te et s et e e be e be e ee e s e re e reenreene e 84



LIST OF TABLES

Table 1: Summary of data processing procedures. ...........o.vvveiiiiiriiitiiiiiieiiinieaeennnns 34
Table 2: Number of loans per respondent.............c.ooovuiiiiiiiiiii e 39
Table 3: Cross-tabulation for Gender and Net-pay after Loan Deduction of respondents.....40

Table 4 Background characteristics of the respondents by gender and years of

SEIVICE. vttt ettt et ettt et et e e et e e et e e e e 41
Table 5: Indicating mean, max, min, std. deviation and mode age of respondents............. 41
Table 6: Age and Salary after Loan Deduction (Net Earnings) Cross-tabulation............... 42
Table 7: Mean of Mean, Median, Mode and Standard Deviation of responses on lending

FALES. .. et 46
Table 8: Responses on the sustainability 0f SOUICES.............oooviiiiiiiiiiiiiiiiieae, 46
Table 9: Challenges Faced by teachers from Microfinance Loans.....................oooinee 51
Table 10: Effects of Microfinance Loans on Teacher Performance............................... 54

Table 11: Summary of the suggested mitigation measures to challenges faced by teachers
from microfinance loans by mean, and standard deviations............................ 56

Xii



LIST OF FIGURES

Fig.1: Conceptual FrameWOrK..........ouintieiiiiii e e 9

Fig.2: Summary of global microfinance evolution...............c.ooooiiiiiiii i, 12
Fig.3: Mixed Embedded research model...............oooiiiiiiiiiii e 27
Fig. 4: Percentage distributions of respondents, by gender....................oooeiiiiiiiiinnnn. 38
Fig. 5: Chart showing Years of Service of the respondents................ccooviiiiiiiniinin, 39
Fig 6: Chart showing net-salaries of respondents after loan deduction........................... 40
Fig. 7: showing Sources of microfinance Loans.............cooovuiiiiiiiiiiiiiie e, 43
Fig 8: Lending rates and their sustainability in achieving sustainable development............ 45
Fig. 9: Sustainability of Microfinance loans as source of finance..........................oon 47
Fig. 10: ShOwing 10an OppoOrtunIties. .. ... ...ouineeee ettt et e e ee e eaaas 48

xiii



LIST OF APPENDICES

APPENTIX Az A CONSENE FOM ...ttt 84
Appendix B: Quetionnaire for Teacher Respondents ...........ccoovvviiiiiiinicieic e, 88
Appendix C: Interview Guide for Senior Marketing Officer for MFI..............ccooiviiiieneen, 94
Appendix D: Interview Guide for Teacher RESPONAENES .........ccveviiiiiieniierieieee e 96
Appendix E: Lending Rate Schedules from Selected MFIS ..., 98

Xiv



ATM

CRB

CHAZ

DEBS

MFI

MFL

NGO

PEO

PSMFC

PSMD

PPI

PMIC

PSW

SD

SDG

SPSS

UNDF

ACRONYMS AND ABBREVIATIONS

Automated Teller Machine

Credit Rating Bureau

Churches Health Association of Zambia

District Education Board Secretary

Micro Finance Institution

Micro Finance Loans

Non Gouvernemental Organisation

Provincial Education Officer

Public Service Microfinance Company

Public Service Management Division

Progress out of Poverty Index

Payroll Management and Establishment Control

Public Service Workers

Sustainable Development

Sustainable Development Goals

Statistical Package for Social Sciences

United Nations Development Fund

XV



Operational Definition of Terms

Challenges:

Sustainable Borrowing:

Opportunities:

Microfinance Institutions (MFI):

Sources:

Sustainability:

Sustainable Development:

Consumption:

Teacher performance:

Indebtedness:

Poverty:

Problems resulting from or in relation to borrowing from

microfinance.

Using loan money in a manner that does not disrupt the

way of life in meeting one’s routine basic needs.

Chances for one to develop oneself sustainably as a
result of having access to affordable finance or capital.
What are the things teachers can do now what they could

not do before introduction of microfinance loans?

Non-banking money lending institutions that give money

to workers using salary as collateral for loans.

The places where teachers get their loans whether formal

or informal.

Living within one’s means-living within one’s economic

resources.

The process of living within the limits of available
economic resources. Self- sustaining or self-replenishing
development that does not constrain the developer and

will continue into the future.

Expending money on items that do not generate cash

flow.

The promptness of the teacher in completing classroom
work such as marking, lesson, records, scheme

preparation and other classroom routine tasks.

A teacher who has multiple loans (debt) and gets a salary
of K 2500 and below.

A condition where one is not able to meet basic needs

in life due to limited access to adequate financial

resources.

XVi



CHAPTER ONE: INTRODUCTION
1.1 Overview

In this chapter the researcher focussed on the background to this study which is focused on
sources, challenges and opportunities for teachers have or face from microfinance loans in
Kasempa and Solwezi districts, the researcher also states the problem statement, the
objectives of the study, the research questions, purpose of the study, and the significance of
the study. The conceptual and theoretical frameworks also appear under this chapter.

1.2 Background

Microfinance has become a much talked about topic as one of the most important tools of
sustainable development because of some of the interventions it provides in alleviating
poverty. The concept of sustainable development is quite recent. This term was first used at
Bruntdland Commission of 1987 which defines sustainable Development as, “development
that meets the needs of the present without compromising the ability of the future generations
to meet their own needs.” It was first published in (Our common Future: 1987 Report on
World Commission on Environmental Development). Development can only be called
development if it meets what are termed as pillars or dimensions of sustainability: ecological,
social equity and economic pillars which are also called dimensions. Sustainable
Development is no longer just about the environment; from 2002 it encompasses social
justice, equity and the fight against poverty (Navin, 2017). The launching of Sustainable
Development Goals in 2016 further domesticated the concept in many countries globally
including Zambia influencing development, policy formulation and implementation

framework.

Sustainable development under the ecological dimension, is development which ensures that
in the process of trying to develop, the ecological resources are not depleted but are used
sparingly so that they can continue to provide the means for survival to humans both the
current generation and those of the future. This can only happen if the ecological processes
are given enough time to replenish themselves through their own natural processes without
man’s intervention. This fact was further stressed by Pearce and Turner (1990, p. 44) who

argued that “Under the framework of ecologically sustainable development, humans should



keep ecosystem and ecological process stable and improve the structure and function of

ecosystems.”

Social Sustainability is one other pillar or dimension that is equally important as far as
sustainable development is concerned. This pillar ensures that, according to Dev Sustain
(2008, p. 179):

“Matters of universal human rights and basic necessities are attainable by all
people, who have access to enough social resources in order to keep their
families and communities healthy and secure. Healthy communities have just
leaders who ensure personal, labour and cultural rights are respected and all
people are protected against discrimination.”

Economic Sustainability is another important dimension of sustainable development. This
dimension according to University of Alberta Advisory Committee on sustainability (2010, P.
2) ensures that, “people have access to economic resources that they require to meet their
needs. Economic systems and resources such as secure sources of livelihood should be intact
and available to everyone.” This pillar is concerned with sustainable consumption and
lifestyles. Organisation for Economic Co-operation and Development (2002) asserted that,
sustainable consumption could be understood to include a range of changes in behaviour,
such as greater efficiency in the consumption of energy and resources (financial and material)
in the home, the minimisation of wastage, and more environmentally sound purchasing habits
of households. This pillar advocates for change in consumption habits by taking multi-
stakeholder approach, such as public policy, market innovation, NGO mobilisation of
consumer groups, and voluntary initiatives among consumers themselves. In short, there is
need for the society to adopt sustainable lifestyles. Manzini (2006, p.1) defined sustainable
lifestyle as “a way of living that is supported both by efficient infrastructure, goods and
services, and by individual choices and actions that reduce the use of natural resources, and
generation of emissions, wastes and pollutants, while supporting equitable socio-economic
development and progress for all humanity.” This could only be achieved if as humanity, we
could rethink our lifestyles; the necessity of what we bought, how we lived, and how we
spent (Sustainable Development Commission, 2011). This meant that if we had to achieve
sustainable development as a society, we needed to change our mind set to embrace decision
making that did not compromise the future generations. There was a need according to
Manzini (2006) to keep a watchful eye on some Western lifestyles of consumerism that were

spreading all around the world through products and services, media and international trade



policies where societies slowly discarded their local sustainable ways of life which had
supported their livelihoods while protecting the ecological systems for generations to adopt
these new unsustainable lifestyles which fuelled consumption of natural resources. The
economic pillar was what had a direct implication to this study. The question was, did the
teachers have access to sustainable economic systems and resources they needed to meet their
livelihood needs and in turn contribute to sustainable development?

Microfinance just like the concept of sustainable development is a quite recent field as
evidenced by different sources of literature which indicate that the modern-day microfinance
started somewhere in the 1970s championed by Muhammad Yunus though it existed earlier
in the 1960s as small donations to the poor by NGOs and development agencies. He began an
experimental research project providing credit to rural poor in his country of Bangladesh
(Kiiru, 2007; Yeboah, 2010 and Microcredit Summit 2005).Yunus borrowed a small loan and
then got some of his personal savings in 1974 to start a bank which is today called Grameen
Bank (Chileshe, 2009) which pioneered the modern day microfinance, as we know it,
providing small loans and services profitably on a large scale. Microfinance has now gained a
reputation as one of the most important tools of development. Hermes (2007) also observed
that modern time public debates are indicating that microfinance is becoming an important

instrument with which to fight poverty and improve living standards of the poor.

In Zambia however, the concept of microfinance takes many forms ranging from individual
lenders to established commercial microfinance lenders who mainly concentrate on salaried

workers to whom they issue salary guaranteed loans.

From the 1960s when they first started reaching the public domain as small donations by
NGOs, microfinance have grown significantly developing new methods with less collateral
and have become more and more commercialised to offer small loans to low income earners
and according to Khan (2005), Microfinance Institutions have grown rapidly in Asia, Africa,
Eastern Europe and Latin America where there was limited bank infrastructure in some cases,
more than 80 percent of the population did not have bank accounts. As for Zambia, the
emergence and eventual growth begun in the early 1990s after the change of government and
political ideology of United National Independence Party (UNIP) which was inclined to
socialism and nationalism that marked a transition from colonial era, to Movement of Multi-

Party Democracy (MMD’s) neo-liberal ideology. Zambia’s financial sector underwent a



massive over haul and extreme distress, with many of its financial institutions such as LIMA
Bank, CUSA, Meridian BIAO to mention but a few closings down. “In the 1990s, Zambia
experienced financial sector distress,” (Frazer, 2015, p.25). This resulted in adverse
consequences in the financial and banking system, especially locally owned banks. This crisis
resulted in the closure of nine banks. This led to loss of consumer confidence and migration
to international banks which they deemed safer. This new change posed a serious challenge
of financial gap especially in rural areas with a population already faced with struggling
industrial base due to privatization of the mines and liquidation of most government
companies, banks had no choice but to be innovative. These new innovations led to the rapid
growth in microfinance sector witnessed in the last two decades.

Since the inception of microfinance lending in Zambia in the late 2000s, after liberalisation of
the economy however, not much has changed among government workers. Their standards of
living have equally not improved as expected. Many contemporary studies such as: (Tembo,
2014; Okoye & Siwale, 2017) in Zambia have shown that civil servants are facing serious
financial challenges as a result of borrowing from microfinance institutions. This trend is the
same even among teachers. Research conducted by (Tembo, 2014), indicated that
government workers face serious challenges such as high indebtedness among others as a
result of over-and multiple borrowing. A Study conducted by Fraser (2015, p.16) revealed
that, “As at mid-2014, there were approximately 360,000 scheme loans outstanding, of which
nearly three-quarters (270,000) were for government employees.” In addition, Chongo (2015,
p.10) stressed that “It is estimated that about half of all payroll borrowers have more than one
loan outstanding, with the highest incidence of multiple borrowing found among government
employees.” What is making this problem more pertinent is that this trend is not peculiar to
Zambia; research has also shown that there are similar trends among civil servants elsewhere
including Malaysia and South Africa. In 2012, the Public Service Commission (PSC) in
South Africa found that one in every 5 civil servants was drowning in debt, as evidenced by
the emolument attachment, or “garnishee” orders, being deducted from their salaries each

month (Maake, 2015).

Malaysian Department of Insolvency (2011) as cited by Yasotha et al (2016, p.2) also
indicated a growing concern on debt problem affecting civil servants in Malaysia reporting
statistics of around 1,086 civil servants out of 1.24 million reportedly being declared

bankrupt. Many studies have examined components of microfinance with most of them
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focusing on individual components such as group loans (Kiiru, 2007), microcredit insurance
and savings; (Stewart, 2010). There are very limited and scanty studies available however,
that have tried to address: sources of microfinance, opportunities and challenges of
microfinance especially on teachers and their contribution to sustainable development, hence
the need for this study.

1.3 Statement of the Problem

Despite the introduction of microfinance loans which were aimed at uplifting the standards of
living of civil servants’ teachers inclusive, studies by Tembo (2014) and Okoye & Siwale
(2017) among others still show that the standards of living among civil servants in Zambia
have remained relatively low, and that many civil servants were over and multiple borrowing
which in the long run led to indebtedness and many other challenges emanating from
microfinance loans. Furthermore, currently, not much information is available about how the
loans obtained from microfinance are utilised, what opportunities they present, how they
contribute to sustainable development, what challenges they pose to their clients, what their

effects on teacher performance are.
1.4 Objectives

The objectives of this study were:

(a) to ascertain the sources of teacher microfinance loans in order to establish the
sustainability of lending rates in achieving sustainable development.

(b) to establish the opportunities the teachers had from microfinance loans in order to
determine how loans are utilised for sustainable development.

(c) to explore the challenges faced by teachers as a result of microfinance loans in order
to establish their effects on teacher performance for sustainable development.

(d) to suggest mitigation strategies to the challenge’s teachers faced from microfinance

loans in order to achieve sustainable development.



1.4.1 Research Questions

(a) What were the main sources of microfinance loans for teachers?

(b) What opportunities were created for teachers by micro finance loans?

(c) What were the major challenges faced by teachers from microfinance loans and their
effects on teacher performance?

(d) What would be some of the ways of mitigating the adverse challenges faced by

teachers from microfinance loans to achieve sustainable development?
1.5 Purpose of the Study

The purpose of this study was to examine the sources, the opportunities and challenges of
microfinance loans for teachers and suggest appropriate strategies that would help in
alleviating the suffering faced by teachers due to challenges such as high indebtedness
resulting from over borrowing and advise policy makers to find sustainable sources of
financing for teachers.This research also aimed at devising appropriate strategies that would
help teachers identify and utilise opportunites presented by microfinance loans in order to

achieve sustainable development.
1.6 Significance of the Study

This study might expose the pertinent matters at the heart of microfinance lending to
teachers, a move that may pave way for policy makers in the Ministry of General Education
in collaboration with the Ministry of Finance in devising interventions to the challenges faced
by teachers in accessing fair and sustainable micro financial services. This research could
also contribute immensely to the body of knowledge especially in the Zambian context as

literature has shown that this area was not adequately researched.
1.7 Delimitation of the Study

This study focused on teachers in Kasempa and Solwezi Districts in the North Western
Province. The implication of this is that, the results of the study could not be generalised and
be treated as representative of the rest of Zambia. However, it is the researcher’s assumption
that this study might paint a picture that may be obtaining in many districts across Zambia
with similar socio, and economic demographics. Kasempa was specifically chosen for this

study as statistics from money lenders showed that Kasempa District had the highest number



of borrowers, especially among teachers, in North- Western province by percentage. In
addition, Kasempa District is classified as one of the 5 worst impoverished districts in
Zambia (CSO, 2010). Solwezi was specifically chosen due to its rapid urbanisation resulting

from the newly opened mines and large population of teachers needed for the study sample.

1.8 Limitation of Study

The biggest limitation to this study was accessing data on personal information regarding
loans such as document analysis of payslips which could have revealed authentic data due to

ethical issues that were associated with such data in terms access, use and subsequent

publication.

1.9 Theoretical Frame Work
1.9.1 The Balance of Commodities and Discommaodities of Usury (Bacon 1625)

Hannam (2012, p.27) in his article, “The Morality of Money Lending,” discloses that, “The
more recent period, the political regulatory approach to the problem of money-lending found
articulate expression in Francis Bacon's essay "Of Usury"”, published in 1625.” Bacon lists the
arguments against usury and those in its favour. The conclusion he draws is that money-
lending is necessary and should not be abolished, but should be regulated. He goes on to
comment that “through the balance of commaodities and discommaodities of usury, two things
are to be reconciled. Firstly, that the tooth of usury be grinded, that it does not bite too much;
that there be left open a means to invite people with money to lend to the merchants, for the
continuing and quickening of trade,” Hannam (2012, p. 28). This theory supports money
lending but is against lenders exploiting borrowers, which is in line with the approach of the
researcher in exploring, the opportunities, and challenges faced by teachers as consumers of
microfinance loans. This study is not against microfinance loans but it is against lenders
exploiting borrowers. Hannam (2012) continues to give a comprehensive analysis of Bacon’s
theory that his (Bacon’s) policy, recommendations involved a two-tier interest rate cap: a 5
percent ceiling on retail lending, with no tax or restraint on trade, and a rate of 9 per cent for
commercial lending, to be conducted only by licensed lenders, who would pay a small tax to
the state. What Bacon meant here was that retail lending; retail lenders like all microfinance
companies and commercial banks should give loans whose interest does not exceed 5 percent

and that commercial lending like corporate companies for business, should be at 9 percent.



Today, the proponents of Bacon have emerged and prominent names in this field are Walsh
& Lynch (2008) who have put forward a contemporary version of Bacon's argument
suggesting that, “money-lending for interest is useful in some circumstances, but that the
conditions under which money bargains should be made, together with the subsequent
relationship that pertains between the lender and the borrower should be in constant check.”
This led them to a conclusion according to Hannam (2012, p. 28) that:

Interest, then, is morally permissible, in so far as it gives rise to great public

benefits, so long as it does not exploit the desperation of the needy or ignorant in

such a way that they pay exorbitant rates of interest or find themselves caught in a

net of debt-bondage. These moral concerns are of sufficient weight to warrant

both the exercise of individual conscience and intervention by government in the

way lending institutions function.
For Walsh & Lynch (2008), the economic benefits of money-lending for interest are
acknowledged to be substantial but, given the dangers or exploitation the need for state
regulation is reaffirmed by Bacon’s theory and its contemporary version as postulated by
Walsh and Lynch (2008), accept that money lending is necessary but that the lending interest
should be regulated by government. This is in line with the researcher’s approaches of

devising mitigating strategies to the challenges of money lending in microfinance.

1.9.2 Theory of Microfinance (Muhammad Yunus-1974)

Muhammad Yunus was born in 1940 in Chittagong and studied economics at Vanderbilt
University in the USA in 1969. His assertion is that poverty can be eradicated through micro
financing: lending small amounts of money to poor people especially women who have no
collateral and access to bank loans. He believes that economic and social development can be
initiated from the bottom poor. “Mohammed Yunus and the Grameen Bank (Yunu’s bank
which he opened to offer microfinance bank) were awarded with the Nobel Peace Prize due
to their efforts to create economic and social development from below” (Nobel Prize, 2006).
Lane (2003, p. 15) supported this view by stating that “Yunus’ reasoning is simple: poor
people have skills that are under-utilised and have the ability to lift themselves out of poverty
if given the opportunity.” However, at the same time, critics of microfinance also started to
reach the public through the media (Bunting, 2010). In many cases these criticisms were
targeting Grameen Bank with the argument that microcredits did not really help the poor but
on the contrary, they could make poor people fall into a spiral of over-indebtedness (Bajaj,

2011). Yunus’ theory is in line with this study due to the fact that microfinance loans were
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introduced by government to teachers to increase access to finance since most of them had no
collateral and moreover many seemed to fall in the low-income bracket. The question would
be; is this theory applicable to Zambia? This theory also helped the researcher identify what
opportunities microfinance loans had created among teachers and pin point the major
challenges as well.

10. Conceptual Frame Work on Teachers and Microfinance Loans.

The model in Figure 1 shows a conceptual frame work for teachers and microfinance loans

TEACHERS AND MICROFINANCE LOANS

SOURCES OPPORTUNITIES

SUSTAINABLE BORROWING ,IMPROVED
LIVING STANDARDS AND SUSTAINABLE
DEVELOPMENT

Figure 1: Conceptual Framework

The above model (Figure.1) illustrates Teachers and Microfinance Loans where it is assumed
that if sources of microfinance loans could be examined for their sustainanbility in fostering
sustainable development and if challenges could be identified, strategies for their mitigation
could be devised and if opportunities could be identified and their utlisation established,
sustainable borrowing and sustainable development might be achieved by teachers. This
could in turn lead to improved standards of living among teachers which was in line with
sustainable development goal number one which aims at ending poverty in all its forms
everywhere 2016,United Nations Sustainable Development Goals and the governments target
of, “Improving access to affordable credit and other financial services as well as the
development of capital markets in both rural and urban areas, for both men and women”

(Vision, 2030).



CHAPTER TWO: LITERATURE REVIEW

2.1 Overview

The preceding chapter presented an introduction to the study on Teachers and Microfinance
Loans: examining sources, opportunities and challenges in Kasempa and Solwezi districts.
This chapter focuses on literature review of selected studies related to microfinance loans,
sources, challenges and opportunities by different scholars written in a Global, African and

Zambian contexts.
2.2 Evolution of Microfinance Loans in the World.

Microfinance is a young field though its evolution and its eventual growth have been rapid.
This evolution created a new system in the microfinance business as opposed to the
subsidised rural credit programmes of the 1950s and late 1960s that were in form of
donations to the poor rural house-holds to a new system that insisted on repayment, charging
interest rates that covered the cost of repayment (Stainly, 2010 & Yeboah, 2010). All this
revolutionary thinking was Muhammad Yunus’ initiative through his Grameen Bank which
eventually earned him a Nobel peace prize in 1996 for his contribution to the provision of
microfinance to the poor (Kiiru,2007; Roodman & Qureshi, 2006). Before Yunus’ initiative,
the rural poor did not have access to formal micro financial services but now this idea has
spread from Asia, through Africa to Latin America (Mohinder & Dara, 2007). From Grameen
Bank and its potential for making high profits, many countries were attracted to join; India,
many Africa countries and Latin America followed suit. The 1990s became known as “A
decade of microfinance.” (Ditcher, 1996, p.6). Its rapid growth saw the emergence of
commercialisation of the sector. Since then, there has been a constant shift from microcredit
provision to the poor as earlier mentioned, to other services such as insurance, savings and
pension (MIX, 2005). The category of clientele has equally slowly been becoming diverse in
many countries from only covering financial needs for the poor to civil servants and small

entrepreneurs. This is what has led to the rapid growth of this sector in the past 50 years.

At the time of this study, the impact of microfinance especially in the developing countries
could no longer be underestimated judging from the figures provided by United Nations
Development Fund (UNDF, 2004) which put the figure at 10,000 Micro-Finance Institutions
(MFIs) in the world. Microfinance systems have seen constant growth and evolution;
designing new techniques and products that solve the fundamental problems of costs,
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building volume, keeping repayment rates and preventing fraud while operating with the poor
(Roodman & Qureshi, 2010 & Kiiru,2007).

In the late 1990s, the drive-in microfinance had been moving towards commercialisation and
this is the current stage in the evolution cycle of microfinance. United Nations Development
Fund UNDF (2005, p.5) stated that “As commercial banks have realised that poor people’s
finance can be profitable, an increasing number have gone down into the market to tap into
the lower income clientele.” The 2003 World Bank Consultative Group, to assist the poor
(WBCGP), estimates that there are currently around 225 commercial banks engaged in

microfinance and that the figure was increasing.

Partnerships between commercial banks and microfinance institutions are also becoming
common. Banks are using competitive advantage as they own most of the new financial
technologies which MFIs have integrated such as the use of the Automated Teller Machines
(ATMs) United Nations Capital Development Fund (UNCDF, 2005). It is these technologies
that had increased the efficiency and reduced initial high cost that was associated with
microfinance in its inception, facilitating the integration of micro financial institutions into
the mainstream financial system. The technologies had also facilitated the integration and
diversity between these two institutions. Microfinance information exchange (2006, p.36)
added that, “Microfinance Institutions (MFIs) in sub-Saharan Africa now include a broad
range of diverse institutions that offer financial services to low income clients: non-
governmental organisations, non- bank financial institutions, cooperatives, rural banks
savings and postal financial institutions and an increasing number of commercial banks.” A

summary of microfinance evolution is given in Figure 2.

Utilisation of MFI entry into
High cost of market based the formal
recovery sources of funds financial sytem
Operational self Financicial self
efficiency efficiency

Source: Charitoneka and Raahman (2002).

Figure: 2. Summary of global microfinance evolution.
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From the foregone discourse, it is not difficult for one to see the direction of MFIs from their
original intention of poverty eradication to a profit motive. This move is creating a new
challenge among the poor as indicated by Bajaj (2011) who argued that in many cases, the
critics that target the Grameen Bank argued that microfinance did not really help the poor but

on the contrary, they could make poor people fall into a spiral of over indebtedness.

2.3 Microfinance from the Zambian Perspective

The definition of microfinance from the Zambian perspective is based on the current

Microfinance Act (2006, P.4) that defines microfinance as:

The provision of financial services primarily to small or micro enterprises or low
income customers. -“microfinance service” means the provision of services
primarily to small or micro enterprises or low income customers and includes the
following:(a) the provision of credit facilities usually characterised by frequent
repayments; and(b) the acceptance of remittances and any other services that the
Bank of Zambia may designate.

The regulation further defines a low income customer as a person who is economically
active, receives low income and does not have access to formal financial institutions. Micro
credit is defined as a credit facility that does not exceed a credit of 5 per cent of the primary
capital of a licensed microfinance institution, as prescribed by the Bank of Zambia.
Nevertheless, this definition was somewhat inadequate as it did not include other borrowers

such as the payroll based lenders who in this case were of great interest to this study.
2.4 Evolution of Microfinance in Zambia.

In the 1990s after change of government and change in political ideology of the United
National Independence Party (UNIP), to the Movement of Multi-Party Democracy (MMD)’s
neo-liberal ideology, Zambia’s financial sector underwent a massive over haul, with many
financial institutions such as LIMA Bank, CUSA, Meridian BIAO, to mention but a few,
going under just as amplified by Frazer (2015, p.25) that:

In the 1990s, Zambia experienced financial sector distress. This
resulted in adverse consequences in the financial and banking
system, especially locally owned banks. This crisis resulted in
closure of nine banks. This led to loss of consumer confidence and
migration to international banks which they deemed safer.
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This revolution created a new challenge of financial gap especially in rural areas with already
struggling industrial base due to privatisation of the mines and liquidation of most
government companies. This situation left the banks without an option but to be innovative.
According to Frazer (2015, p. 38), “From 2004, there was a policy shift and Bank of Zambia
granted licenses to 10 Microfinance Institutions. This resulted in a shift by most established
financial institutions towards a new product and more specifically personal lending with the
employed through payroll deductions.”

This marked the beginning of payroll based lending which led to unprecedented growth in the
microfinance sector especially payroll based. The problem of access was no longer an issue.
Civil servants would now borrow money almost from any lender and this included teachers
who make up the majority of the civil service. Lenders started taking advantage of the
spiralling demand; they started escalating the lending rates which led to an increase in
lending rates making loans expensive and reduced loanable amounts. This resulted in MFI
increasing the loan repayment periods in order to make their clients borrow bigger amounts;
from the initial 3 months to 60 months (Frazer, 2015). This posed a new challenge, which
according to Microfinance Transparency (2010, p.18), “The Bank of Zambia became
concerned with the cost of credit. In April, 2012, it announced an introduction of Interest
Rate Policy.” It further explains that “in 2012 interest rate ceilings were introduced for
Commercial Banks.” However, these interest rate caps lasted only for a few years and were

removed in 2015 citing market distortions.

Due to increased lending rates (46-60%), loanable amounts to low income earners such as
teachers as well as other civil servants reduced. This led to multiple and over borrowing that
resulted in debt trap. Research carried out by both Frazer (2015) and Microfinance
Transparency (2015), cited indebtedness among borrowers as one of the major challenges.
“As a result, over the coming years, Public Service Management Division (PSMD) engaged
with the private sector and financial institutions on how the problem of multiple borrowing
and indebtedness could be addressed,” (Frazer, 2015, p.37). Similar observations were made
by Okoye & Siwale (2017, p.15) who stated that “The Association of Microfinance
Institutions in Zambia was also of the view that the excessive interest rates didn’t reflect the
social mission which microfinance was known for. Interest rates as high as 200 per cent were
being charged, particularly by the payday-lender MFIs.” The current status of microfinance

lending in Zambia today is one characterised by high lending rates and high
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commercialisation. Similar observations were made by Roodman (2011, p.84) who stated
that, “The principal source of revenue for the microfinance sector is interest on loans, which
is rarely published. Rates exceeding 100 per cent per year even over 200 per cent are
disturbingly common, particularly in Zambia and Mexico.” This trend has led to more
teachers, just like any other civil servants, resort to old unconventional means of borrowing
through shylocks and other sources, the latest one being group lending commonly known as
“Village Banking” a concept borrowed from Asia; India and, Bangladesh; group lending
which had been mainly facilitated by women Non-Governmental Organisations (NGOs) such
as Churches Health Association of Zambia (CHAZ) here in Zambia. This trend was similar to
trends in microfinance sectors in Asia and Latin America which were mainly characterised
with high interest rates, rapid payments and commercialisation. It was not surprising that
some scholars like Stewart et al. (2010) classified microfinance as the fastest growing and the
most profitable financial sectors in Asia and Sub-Saharan Africa today.

2.5 Studies on Microfinance Opportunities and Challenges

“Microfinance Challenges and Opportunities in Pakistan” is a journal article that was
authored by Mohammed in 2010. This article explored the development and growth of

microfinance in Pakistan. The following review was made:

Mohammed (2010) brought out interesting discoveries which were in line with the
assumptions of this research. Among Mohammad’s major findings on challenges were:
improper regulation of the microfinance sector, restricted liberalisation (government
interference), high transaction costs and reduced profits due to government imposition of
interest caps charged on microfinance loans. Improper regulations could also apply to Zambia
but his concerns over lack of liberalisation of MFI could not apply to Zambia as the
microfinance market seems to be in fact over liberalized though improper regulation in
Zambia could also be true in areas such as lending rates and loan handling fees and
monitoring. His other concern was on reduced profit due to limitation of government on
interest charged by MFIs. The concern on interest caps did not apply to Zambia. In fact it was
actually the opposite where the MFIs charged higher interest. He further pointed out the
problems of transaction costs. In Zambia these high transaction costs are borne by the
consumers of loans and not by MFIs. In general, his study focus especially on challenges in
most aspects differed from this study in that his focus was on the challenges of MFIs while

this study focused on the challenges faced by borrowers and not MFIs. Robinson (2001) also
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argued against the challenge of high transaction costs by saying that the modern
commercialised approach used innovative lending techniques that did not only provide
finance to the poor but also provided profit to MFI. Further argument was postulated by
Gonzalez (2003) that modern microfinance encouraged the adoption and development of
financial technologies that ensured reduced risk of financial transactions at reasonable cost.
The findings of Mohammed (2010) seemed not only to be at variance with many scholars in
the field of microfinance, but with the current trends in the development and growth of

microfinance sector in many countries today.

Mohammed’s research in the area of opportunities nonetheless, was closely related to this
study where he identified poverty alleviation, asset build up, income diversification and
improvement of financial status of borrowers as some of the opportunities created by micro-
finance. He emphasized that the role of microfinance was not restricted to poverty alleviation
only but it also diversified income carrying services, built up assets and improved the
financial status of women. He also identified microfinance as a development tool which
buffered the poor against business risk and during emergencies. Despite the converging
similarities, Mohammad’s research differed from this study to some extent not only from the
cultural setting, methodology and implementation frame works, but also on the focus
clientele. Its major focus on opportunities and challenges were combined for both the MFIs
and the borrowers with a bias towards MFIs. His definition of microfinance, just like any
other researchers (Tembo, 2014 and Yeboah, 2010) of the provision of financial services to
low-income clients including consumers and self-employed, who traditionally lack access to
borrowing and related services, could be considered a bit restrictive as the field of
microfinance had evolved a lot to include a lot more services and had equally diversified its

clientele base which went beyond the target group in his definition.

Moreover, Mohammad’s research lacked a wide array of academic readings as the author
over-exploited certain scholars showing lack of rigorous research. For instance, (MIX, 2005;
Robinson, 2001 & Ditcher 1991), especially between pages 86 and 89 were repeatedly cited
these authors. Further, these books did not appear in the references to cross check facts. His

lack of rigorous methodology could have compromised the findings in many ways.
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One other related study was, one conducted in Kenya by Nangila (2013) who looked at the
effects of unsecured personal loans on house-hold welfare of secondary school teachers in
Kenya. This study established that: personal loans contributed to household welfare and that
female secondary school teachers were economically empowered as a result of accessing
personal loans in Kenya. His study further established that households had been able to
access improved healthcare and higher education as a result of these personal loans. The
study further revealed that the loans provided start-up capital which enabled families to earn
extra income and also helped secondary school teachers put up better houses than before. The
study further argued that the level of poverty in majority of teachers’ house-holds had
reduced significantly due to access to microfinance loans though he could not provide
empirical evidence that a significant reduction of poverty in teacher house-holds could solely
be attributed to microfinance loans neglecting the other factors and sources of income that
might have contributed to the trend. He further noted that household consumption had
improved because of these loans and enabled households start new businesses to create
employment and earn extra income for family members. On the other hand, many
contemporary studies have considered increased consumption by the poor as one chronic
negative effect of microfinance loans; the poor are mostly ending up spending their loans on
consumption instead of spending on investment ventures that may lift them from poverty.
Roodman (2011, P.20) argued that “Microfinance sector glosses over the fact that much

credit is spent on consumption. Over-indebtedness is a chronic problem as a result.”

Though Nangila (2013) did not directly mention the problem of high lending rates, one would
easily conclude that high lending rates were also a challenge in Kenya from one of his
recommendations where he urged the government to initiate monetary policies that would
contribute to the lowering of the base lending rate to enhance accessibility to unsecured

personal loans to increase economic development.

Though very insightful, his study focused on secondary school teachers’ house-hold welfare
away from what the focus of this study was. However, his findings could be considered as
opportunities that microfinance loans offered to teachers which made his study an important
piece of literature and certainly eye opening. Nonetheless, his findings were at variance with
many researchers reviewed earlier in the study (Schicks, 2013; James, 2014; Roodman, 2011

and Okoye & Siwale, 2017) who held the view that microfinance loans had drifted from their
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original social goal of providing affordable finance to low income groups to a profit motive
which had taken advantage of the poor’s vulnerability to exploit them and further drive them
into indebtedness and abject poverty. This view is in contrast though, with the theory of
microfinance where Yunus, the founding father who propounded the theory of microfinance,
agreed that modern microfinance institutions had ‘lost their real purpose.’

2.6 Global Studies on Microfinance Challenges

Another very insightful study was one conducted in Ghana by Schicks in 2013. Her major
focus was on the causes of over-indebtedness of microfinance customers. The study observed
a shift from the original social motive goal of lifting the poor out of poverty by providing
microfinance to them, to more rigorous capitalist motive driven by profit, a move Schicks felt
could likely reverse the gains made in the past three decades as she pointed out that, « the
impact on poverty alleviation may be an illusion, as the social microfinance industry faces
increasing criticism for exploiting and over-indebting poor customers in the service of high
interests and in pursuit of profits.” Schicks (2013, p. 13). However, Markowski (2002, p.117)
argued that “Microfinance Institutions have a dual role: to provide financial services to large
numbers of low-income persons to improve their welfare, and a commercial mission to

provide those financial services in a financially viable and sustainable manner.”

The challenge of over indebtedness among consumers of microfinance loans, was also
observed by another scholar of microfinance and development, Hudon (2009, p.49) in
(Schicks, 2013) who pointed out that, “Over-indebtedness is currently one of the most serious
challenges in microfinance, endangering both social impact on the consumer and the
industry’s stability.” Moreover, Schicks further disclosed that over indebtedness could not
only push customers further into poverty, but that this could be accompanied by the material,
psychological, and social consequences of debt. Her notion was further supported by Owolabi
(2015) who observed that the commercial microfinance meltdown had already begun in
Mexico in 2007, in Morocco, Bosnia, Nicaragua and in Pakistan in 2008 while the near total
collapse was also witnessed in India’s Andhra Pradesh province in 2010 owing to suicides
and high lending rates, huge recycling of loans to repay old ones and massive client

withdrawal.

Schick’s study further revealed another factor that had exacerbated the challenge of over-

indebtedness; irresponsible lending by MFIs. She compared this to the global economic crisis
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of 2008 to 2009 to elaborate how irresponsible lending could lead to a down turn spiral wave
in economic growth and development in general. Externalities were another area Schicks
identified as another cause of indebtedness. She disclosed that one set of factors that could
push borrowers into over-indebtedness laid outside the borrower and the lender influences.
Despite sound lending decisions, external shocks or expenses of micro-borrowers could
render their debt loads unsustainable. She cautioned however, by stating that, “In some cases
however, repayment problems may be in the lender's interest, as they can increase the interest
earned on a given loan or keep the borrower dependent on the lender,” (Schicks, 2013, p.31).

Schicks also identified borrower behaviour as one of the major causes of the challenge of
indebtedness. She pointed out that, “There are two parties to every credit decision: a lender
and a borrower. Both are obliged to make responsible choices. Both can render a credit
agreement harmful.” She argued strongly that borrowers should also learn to borrow
responsibly as many researchers normally fall into temptation of thinking that over
indebtedness is caused by lenders. Schicks (2013, p. 29) observed that, “A customer
protection perspective should resist the temptation of finding faults only with lenders and
adverse circumstances. It should also consider the role that borrowers themselves play in
destructive credit. It should recognise that, to a certain extent, protecting borrowers from

over-indebtedness may mean protecting them from themselves.”

Schicks further identified microfinance consumer behaviour as one leading cause of
indebtedness. She classified this consumer behaviour as psychological, and sociological.
Under psychological influence, she revealed that there are numerous cognitive and
psychological biases which in most cases caused borrowers to over borrow and, therefore,
accumulate debt. Schicks further argued that people had a challenge of debt because they
adjusted too slowly to economic shocks, which made them land into serious debt.
Sociological factors on the other hand are related to pressures of consumer society and
materialism which could lead consumers to overspend and borrow beyond their limits in
order to keep up with consumption levels of their rich peers (Morgan, 2005) as cited in
(Schicks, 2013. Graham and Cameron (2004) as cited in Schicks (2013), on the mitigation
side, suggested that financial literacy, awareness campaigns and the right to withdraw from
impulse credit decisions could help reduce over-indebtedness among microfinance borrowers.

Additionally, they argued that MFIs should match their communication with the borrowers’
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educational levels and that advertisements should not exploit the borrowers’ psychological
biases. Schicks (2013, p. 36) further argued that, “MFIs could push borrowers beyond their
limits if they focused excessively on portfolio growth and utilise aggressive marketing
techniques.” The three authors clearly show that a challenge of indebtedness among
microfinance borrowers is caused by both the lenders and the borrowers themselves with

each playing a role.

Schicks’ study, though very insightful, was too general and did not mention any civil servants
and teachers in particular; the area which this study was trying to address. The study did not
address any opportunities that microfinance presented despite its elaborate emphasis on the
challenges.

2.7 Studies on Challenges of Microfinance and Public Service Borrowing

Maake (2015) gave an insight into the challenges civil servants were facing from
microfinance loans in South Africa. His article revealed that, “The department of public
service and administration wants help in taking the massive debt burden of civil servants and
has therefore put the process out to tender,” Maake (2015, P. 12). He went on to highlight
how serious the challenge of over borrowing among civil servants in South Africa was by

indicating that about 1 in every 5 civil servants in South Africa was drowning into debt.

Maake further highlighted that the most affected civil servants were: nurses, police officers
and teachers who earned between R8000 and R13000 a month, and had to contend with
living expenses that outpaced this salary. “Because they are desperate, they are now victims
of predatory lending not only from microfinance institutions, but also from ‘“Mashonisas”
Maake (2015, p. 15). The “Mashonisas” here in Zambia are the shylocks “Kaloba”. Maake’s
article showed the challenges in microfinance lending among civil servants in South Africa.
The picture could not be different from the one obtaining in Zambia today. Bank of Zambia
report placed the use of Kaloba at 5.5 per cent (Finscope, 2015). “Money lenders (Kaloba)
are predominant providers of informal credit in Zambia 5.5 per cent of the adult population
sources its finance from “Kaloba” and the following are the categories of the people who use
Kaloba: urban based, salaried workers and from households in the lowest two quintiles of PPI
distribution,” Finscope (2015, p.33).
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A research conducted by James (2014) in South Africa, looked at how house-holds spent
money they had not yet earned. It explored the models employed in microfinance lending in
South Africa. Three lending models were identified: “The main stream or formal financial
sector, as dominated by big banks such as: ABSA, FNB, Ned and Standard Banks alongside
housing loans, motor vehicle finance, and store cards for hire purchase,” (James, 2014, p. 6).
James identified the second model as “New micro lending sector, offering mostly smaller
short-term-loans which confiscated ATMs and charged high interest until they were regulated
to give at 44 per cent. The third model she identified was “Mashonisas” what she referred to
as neighbourhood money lenders, who were commonly described by the locals as “loan
sharks” who charged up 50 per cent interest per month. She further added that “Choosing
from among the three sectors identified above, a consumer is able to borrow from many
banks, use credit cards and hold store cards from an array of retailers as well as have access
to both micro loans both legal and illegal borrowing continuously in order to pay back some,”
(James, 2014, p.7).This repeated borrowing, which James referred to as ‘reckless borrowing’,
had led a lot of workers in South Africa to high indebtedness. In this study, the researcher felt
that the research by James (2014) was similar in many ways with what was obtaining in
Zambia though it was conducted on a diverse group of workers with varying characteristics

and a heterogeneous population with a historical background of apartheid.

Malaysia is one of the countries in Asia which is grappling with civil servants’ challenges
resulting from microfinance loans which are commonly referred to as personal loans. A
newspaper publication described lived experiences of 29-year-old father of two. “At the end
of the month, many civil servants are left with almost nothing after making repayments on
several types of loans (Ramlan, 2017, p. 4) disclosed. Ramlan revealed that many civil
servants earned little money such that they had to take other loans to supplement their
monthly budget. He pain-stakingly described using the lived experiences of Halim- a civil

servant and father of two.

“The 29-year-old civil servant and father of two took out two personal bank loans
because he could not sufficiently provide for his family. He later took a third loan,
this time from the government to buy a house. Today, Halim is one of the nearly
100,000 civil servants that Cuepacs, the umbrella body of public sector unions,
estimates are at risk of bankruptcy (Ramlan, 2017, p. 4).

A study by Yahatha in Malaysia in 2016, whose main objective was to understand the

determinants of bankruptcy probability among Malaysian civil servants, was another very
20



insightful paper which shed more light on challenges faced by civil servants from borrowing.
The research used logistic regression model to predict the bankruptcy probability of civil
servants based on their asset ownership, attitude towards debt and financial management
practices (Yahatha, 2016). His findings revealed that, financial risk management among civil
servants was lower than that of their counterparts in the private sector. Besides that, the study
indicated that many civil servants had inadequate savings to handle their future expenses and,
therefore, were unable to allocate a larger down payment for a substantial purchase like home
or vehicle without a loan (Yasotha et al, 2016) disclosed.

Yasotha (2016) further supported the argument by Joo and Grable (2004) in Yasotha et al
(2016) who reported that the outcome of research studies on financial management broadly
discovered that the civil servants who commonly practiced prudent financial management
could never go into financial difficulty. Further arguments were postulated by Warren &
Tyagi, (2003, p.16) in Yasotha et al (2016) that, “In the long run, if an individual’s financial
standing is still not improved, they might face financial challenges ranging from financial
pressures, mounting debts that can often cause many negative consequences such as
bankruptcy, family problems, depression, suicide, absenteeism from work, and so on.” The
study by Yasotha further gave guidance on how to resolve the challenge of bankruptcy
among civil servants in Malaysia resulting from over-borrowing by making the following
recommendations: understanding the underlying factors to over borrowing and bankruptcy
among civil servants could help prevent the issue from escalating. He recommended that an
effective financial training programme among civil servants needed to be introduced. He
further recommended that civil servants should be encouraged to develop a saving habit of
their monthly income by being mindful to only borrow to meet their needs and not their
wants. Yasotha research, in spite of being insightful and similar to this one especially in the
area of challenges, had a different focus; determinants and probability of bankruptcy among

civil servants.

2.8 Studies on Microfinance in Zambia.

Another study on civil servant borrowing was conducted by Tembo in 2014 in Zambia.
Tembo’s study focus was on effects of payroll-based lending. It revealed the following: That
government contributed to indebtedness among public service. His major argument was that
government did not provide cheap workplace loans. He further argued that the other cause of

public service workers debt was high consumption behaviour. However, he failed to provide
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evidence for consumption as one of the leading causes of indebtedness among public service
workers in his findings. Tembo also rated MFI service provision as fair contrary to the
findings of (James, 2015; Schicks, 2013 and Siwale & Okoye, 2017) who described the
behaviour of most microfinance Institutions as predatory and exploitative taking advantage of
their clients’ lack of financial literacy, desperation and weak institutional regulatory
framework. Tembo’s study also revealed that the major purpose for contracting microfinance
loans by public service workers was to buy building materials followed by meeting

educational expenses and then repaying other loans.

Tembo’s study focus was on the effects of payroll-based loans, which is contrary to the focus
of this study which looked at microfinance lenders-both formal and informal microfinance
lenders that included; shylocks, village bank, private individual lenders and formal
microfinance lenders which excluded banks. Many grey areas, however, were noted in
Tembo’s study some of which included: His research did not explain clearly the areas of
lending and its focus, whether it covered salary-based loans only and if so, which ones in
particular? Tembo also seemed to misrepresent facts when he stated that “In the context of
this study, microfinance is defined as the provision of micro financial services (loans) to low
income people in formal employment but with no access to traditional banking loan
services.” This, from empirical evidence provided by other researchers, seemed to be a
misrepresentation of facts as every public service worker in Zambia had access to both

microfinance and bank loans.

Instead of defining theory, the research was defining microfinance. Tembo also used too
many theories which he could not clearly link to the entire research and their relevance to the
study was, therefore, compromised. The other area where Tambo’s research was not far
reaching was in the area of research methodology. The research design suggested a mixed
method design while in the actual sense it employed a qualitative design as the sample was
too small (50) to allow rigorous statistical tests required in quantitative research analysis. The
sampling procedure did not encompass any probability sampling procedures which are used
in gquantitative design. There was no use of descriptive statistics whatsoever. Tembo also
failed to fully explain how the non-experimental research design was employed in his
research. The research failed to explain how a sample size was determined later on how he

used probability sampling to select the respondents by not stating which type of non-
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probability sampling which was employed in the research. The researcher also failed to
explain in detail how data was analysed using Statistical Package for Social Sciences (SPSS)-
which test was run-whether regression or Chi-square test. Most of the literature used in the
references was non-academic, such as Wikipedia on pages 29, 18, 16 and free online
dictionary on pages 15 and 16. This further put the credibility of his research findings in
doubt. However, his study was an eye opener especially in the area of loan utilisation
(opportunities) and it offered some much-needed literature on microfinance in Zambia. Had
he used a survey with document analysis and focus group discussions, the results would have
perhaps been more meaningful and rigorous. It is, therefore, on these bases that this study
was carried out to employ more rigorous methods and use a more robust sample size.
Tembo’s study, like the other studies, done in other countries earlier discussed in this review,
didn’t address the opportunities and analyse the sources of micro financing, and challenges

teachers face from microfinance loans: the area in which this study is grounded.

A joint comparative study by Okoye and Siwale in 2017 which focused on microfinance
regulation and social sustainability of microfinance institutions was another study that was
reviewed: This was a comparative study which was conducted in Zambia and Nigeria. Its
findings revealed that MFIs could not fulfil their social obligation because the sources of
credit were expensive; especially for MFIs in Zambia where one of the MFI managers
explicitly said that “But there is no way we can meet social obligations if our funds are
obtained from commercial markets. Commercial investors want higher returns and would
want their money directed to less risky segments like small and medium enterprises (CEO,
DT MFI, Zambia) as cited in (Okoye &Siwale,2017, p.36).

These findings clearly showed that microfinance were opposed to their social mission, and
were slowly becoming commercial as further highlighted by (Okoye &Siwale, 2017) that
MFI practitioners in both countries noted that there was a strong relationship between the
source and cost of funds, interest rate charged, and client targeting. From their perspective,
the source (mainly debt capital) and cost of funds amounted to relegating social goals and
prioritizing financial performance. These findings are similar to (Schick, 2013) who lamented
that MFIs have shifted from their original social goal of poverty alleviation. The research
further revealed that because money was obtained from commercial markets, regulation of

MFIs especially in Zambia was difficult. These findings were supported by D’Espalier et al.
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(2013) and Cull et al. (2011) as cited in (Okoye &Siwale, 2017) who argued that MFIs that
relied on non-commercial sources of funding were more inclined to do well on social

performance but with significantly reduced profitability.

This research also revealed that MFIs charged very high interest rates on loans ranging from
104 to 200 per cent per annum. The Association of Microfinance Institutions in Zambia was
also of the view that the excessive interest rates didn’t reflect the social mission which
microfinance was known for. Interest rates as high as 200 per cent were being charged,
particularly by the payday-lender MFIs Hickel (2015). Okoye and Siwale (2017, p.26) also
noted that “Allowing interest rates to reach such levels would be endorsing microfinance as a
socially acceptable mechanism for extracting wealth and resources from the poor. These
excessive interest rates called into question the social ethos and development logic they
(enterprise MFIs) initially espoused.” However, the study indicated a much different picture
for Nigeria. A subsidised fund known as microfinance development fund was set aside for
lending out at a low interest rate to MFI with a 9 per cent interest cap and with a condition
that 60 per cent funds should be lent to women. However, it was noted that the funds were

inadequate and heavily politicised (Okoye & Siwale, 2017).

2.9 Researcher’s Own Comments

Many journal articles, books and researches were reviewed. However, very scanty literature
could be traced that specifically discussed; sources of microfinance, challenges and
opportunities faced by borrowers in microfinance apart from some rare instances where
indebtedness was repeatedly mentioned by a handful of scholars as one serious challenge
faced by microfinance customers. It was further noted that literature concerning sources and
opportunities in microfinance was scanty to almost non-existent. Nonetheless, some Journals,
Newspaper articles and some key studies brought out some related information and what was
reviewed is presented in the paragraphs that follow: The definition of microfinance seemed to
have been static and inadequate with many scholars referring to it as provision of finance to
the poor, a definition that seemed not suitable today. Microfinance as can been seen from a
detailed analysis given in the foregoing literature, one would easily tell that it provided
money not only to the poor as it were, but to a wide range of clientele. Another issue that
emerged was the unclear definition and difference between micro credit and microfinance

with some researchers defining them differently while others used them interchangeably.
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Another emerging issue from the literature reviewed, was that most researchers appeared to
have focused on the challenges but paid little or no attention to sources and opportunities of
microfinance. However, the studies conducted by James (2015), in South Africa were
particularly insightful as many MFIs found in Zambia originate from that country. Therefore,
most emerging trends in Zambia today, regarding challenges faced by borrowers, showed a
similar pattern with that obtaining in South Africa. There was an agreement among
microfinance researchers that microfinance was rapidly becoming commercialised which,
according to many reviewed scholars, was worrisome as it seemed to be hurting and
exploiting the people it was supposed to help lift from poverty; a move that was making

microfinance slowly drift away from its original social goal to a profit driven motive.

Many studies reviewed focused on the challenges faced by microfinance borrowers with little
mention of opportunities offered by microfinance and sources of microfinance to teachers in
particular. It is from this point of view that this research was conducted to address this gap
and generate new knowledge in this field.

2.10 Summary

In the preceding chapter, literature review on challenges, opportunities and evolution of
microfinance was done by examining different literature and research conducted by other
researchers and scholars in Zambia and on global level. In the chapter, the concept of
microfinance, its evolution in other parts of the world especially Asia and Africa, challenges
and opportunities faced by lenders were reviewed. The two theories that anchored this

research were also discussed in the chapter.
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CHAPTER THREE: METHODOLOGY

3.1 Overview

In the previous chapter different related literature on microfinance was reviewed and this
chapter addresses: the research design and discusses the appropriate research methodologies,
research population, sample size, sampling procedure, validity and trustworthiness of
research and data analysis.

3.2 Research Design

According to Kombo and Tromp (2014), a research design can be considered as the structure
of the research. Dudovskiy (2016, p.74), also added by stating that, “A research design can be
described as a general plan about what you will do to answer a research question.” Figure 3
below illustrates the mixed embedded design where data collection and analysis can start
either by guantitative and then followed by qualitative data or vice versa and mixing can be
done before, during or after data collection with one approach playing a
supportive(embedded) role.

Quantitative (or Qualitative Design)

Quantitative (Qualitative) Data collection and
analysis Interpretation

Quantitative (or Qualitative) Data collection
and Analysis before, during & after

Source: Creswell

Figure 3: Mixed Embedded research model

The study adopted a mixed method research design which Creswell (2009, p.4) refers to as,
“an approach to inquiry that combines or associates both qualitative and quantitative forms.”
An embedded design was particularly used to address challenges and opportunities teachers
faced from microfinance loans. An embedded mixed method design is referred to by Creswell
& Clark (2007) as a design in which one data set provides a supportive or secondary role in a

study based primarily on the other data set. Creswell & Wesley (2011, p.544) further
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postulated that, “The purpose of the embedded design is to collect quantitative and qualitative
data simultaneously or sequentially, and to have one form of data play a supportive role to the
other form of data.” What Creswell and Wesley refer to is clearly illustrated in figure 3 on the
previous page. Primary data of this study was collected using a questionnaire to explore
challenges and opportunities accrued by teachers from microfinance in Kasempa and Solwezi
districts. A subsequent procedure gathered qualitative data using interviews. Data collection
was sequentially carried out with the quantitative being first followed by qualitative as
illustrated in Figure 3. Quantitative data was collected from respondents in schools using a
questionnaire and results were in turn analysed. The emerging pattern of results indicated a
bigger number of teachers being indebted than anticipated. This prompted the researcher to
generate interview questions and purposively selected participants using critical sampling
procedure, to further understand the lived experiences of the highly indebted teachers; adding
voices which numbers could not give, which according to Creswell &Wesley (2011) was
needed to refine, extend, or explain this general picture generated by quantitative and
qualitative data simultaneously or sequentially, and to have one form. The use of qualitative
methods was done to supplement numerical data from quantitative closed ended
questionnaire results by adding the lived voices of teachers through interviews. Creswell &
Plano (2011, p. 544) argued that, “The mixed methods researcher uses the secondary form of
data to augment or provide additional sources of information not provided by the primary

source of data.”

The choice of this design was influenced by the researcher’s belief that a single data set alone
of either quantitative or qualitative was insufficient to show the challenges and opportunities
teachers faced or had from microfinance loans without either quality lived voices or numeric

figures to highlight the extent of the phenomenon.

3.2.1 Study Population

Kombo and Tromp (2005) define population as a group of individuals, items or objects from
which samples are taken for measurement. Morse (1994, p.137) also defines population as
“The entire group of people or objects to which the researcher wishes to generalise the study
findings such as all people with AIDS.” The population of this study consisted of teachers

and microfinance institution managers in Solwezi and Kasempa districts.
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3.2.2 Study Sample and Sample Size

A sample, as defined by Creswell and Wesley (2011, p.142), “is a subgroup of the target
population that the researcher plans to study for generalising about the target population.”
Teachers from 12 secondary and 11 primary schools were sampled. A total of 23 schools
were targeted in both Solwezi and Kasempa districts as major research sites for this study. A
total sample of 407 respondents comprising 405 teachers from all the participating schools
and 2 key informants from Microfinance Institutions constituted a study sample. For the
qualitative part of the study, since there was no specific formula to be applied in quantitative
approach, the sample size was determined with the help of some guidelines suggested by
Morse (1994, p. 220):

Estimating the number of participants in a qualitative study required ,

depends on a number of factors, including the quality of data, the scope of

the study, the nature of the topic, the amount of useful information obtained

from each participant, the number of interviews per participant, and the
qualitative method and study design used.

The type of data required for this study, were lived experiences of teachers who were highly
indebted by microfinance loans that could only be solicited from a small number of teachers
who the researcher identified from the questionnaires from the quantitative survey that
preceded the interviews. The study intended to use the stated category of people because they
had information through experience on the sources, challenges and opportunities in
microfinance loans and this contributed to the factors considered in arriving at a sample of 7.
The phenomenological nature of the qualitative method (solicited thick descriptions of lived
experiences of teachers with microfinance loans) used though the study was not
phenomenological, also played a pivotal role in determining the sample size that was
employed in the study. Moreover, for phenomenological studies, Creswell (1998) suggests 5
— 25 participants while Morse (1994) suggests at least 6 and 5. The 7 participants used in this
study were within these recommended numbers. In addition to this, a concept of saturation
was considered in determining a sample size. If one was seeking to achieve saturation in his
or her research, he or she could only determine that as the study progressed and occurred
when one found that additional participants could no longer provide fresh or additional data
(Creswell, 1998; Glaser & Strauss, 1967; Morse, 1994). In short, saturation is a situation where
participants can longer give new information on a particular topic. However, for the quantitative
part of this study the sample size was determined by sample size determination formula as

indicated below on the next page.



The sample size was determined using Yamane sample size determination formula targeting a
sample size of participants that gave a 95% level of confidence and 5% (0.05) sampling

error using the formula below:

_ N
The formula (n—1+NeZ )
n=N.
1+N(e)2

Whereas: N= Target population

n=Total sample size

e = Desired margin error

Teacher Sample size for all the schools

Target population (N) =3800, desired margin error (e) = (0.05)
n = 3600/1+3600 (0.05) %= 400 respondents

By using Yamane formula of sample size determination, a sample with an error of 5% and
at 95% confidence coefficient, the calculation from a population of 3600 came up with 400

respondents.

3.2.3 Sampling Techniques

Convenient sampling was used in selecting schools to be included in the sample due to
accessibility as Kasempa is a rural area and Solwezi has a lot of schools. Only schools in
close proximity were sampled in order to reduce expenses and non-response error.
Participants for the quantitative part of the study, who were teachers, were drawn randomly
from the following schools: Lufupa Primary, Kasempa Primary school, Kalusha Primary
School, Mukinge Primary, Mukinge Girls Secondary School, Kasempa Day Secondary,
Kasempa Boys Secondary, Nselauke Day Secondary School and Nkenyauna Secondary of
Kasempa District of Zambia. In Solwezi, Tumwanganai Day Secondary School, Solwezi Day
Secondary School, Solwezi Urban Secondary School, Beriya Primary School and Kyawama
Day Secondary Schools as part of the study population. 10 teachers for the qualitative part of
the study were purposively selected using critical purposive case sampling for interviews
after being identified as being highly indebted from microfinance loans from Nselauke Day,
Kasempa Boys’ and Kyawama Day Secondary Schools in order to get their lived experiences

with microfinance loans. A critical sample as defined by Tromp &Kombo (2014) looks for
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critical cases that can make a point quite dramatic. Critical cases in this study were highly
indebted teachers as they were the right people who were very likely to have faced serious
challenges of microfinance loans assumed by the researcher to have the right information.
The 10 teachers, who were selected using critical case sampling, were further subjected to
volunteer sampling where the researcher selected the required 5 that participated in the
interviews. Murairwa (2015, p.4) defines volunteer sampling as, “sampling type where there
is self-selection of statistical units or respondents whose major advantage is fastness of
building the sample and allows the researcher to collect confidential data easily.” The
researcher relied much on the volunteers from a group that was initially selected using critical
case purposive sampling from quantitative results that preceded the interviews. The
researcher used this sampling procedure so that he could avoid invasion of participants’
privacy as matters of one’s salary were sensitive and confidential matter. The 2 microfinance

managers were sampled using convenient sampling.

3.2.4 Exclusion and Inclusion Criteria

Duke(2017.p.2) defines inclusion and inclusion as, “Inclusion criterion is defined as attributes
of a subjects or respondents that are essential for their selection into the study while
exclusion criterion are attributes of subjects or respondents that cause their removal from
participation a study” .The respondents were included to the sample on the basis of having
acquired a microfinance loan and they were teachers of either primary, secondary or pre-
school and exclusion was on the basis that one had not acquired a microfinance loan at any

point in their working life as a teacher.

3.2.5 Response Rate

Response rate is calculated using the following formula: Response Rate= (Responses
Returned) / (Questionnaires Sent Out) x 100. For this study 400 questionnaires were
distributed to selected schools in both Kasempa and Solwezi districts, 367 were returned with

responses giving a response rate of 91.75 per cent almost 92 per cent.

3.2.6 Data Collection procedures and Instruments

Data collection refers to gathering specific information aimed at providing or refuting some
facts (Kombo & Tromp, 2014). In a mixed method, the researcher had at his disposal a
variety of techniques that he used to gather information. This study utilised two major

sources of data. These were primary and secondary sources. In addition to qualitative
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methods, the researcher also employed quantitative techniques in questionnaires for
quantitative data collection.

3.2.7 Self-Administered Questionnaires

The use of a questionnaire was particularly chosen because of the study sample which was
large and the researcher decided to use a large sample to reduce the sampling error as which
Creswell & Wesley (2011) refer to as difference between the sample estimate and the true
population score and it was, therefore, anticipated that the method would save time and
would be easier for the researcher to analyse the large data set that was expected to be
collected. In fact larger samples are easier to analyse as argued by Creswell & Wesley (2011)
that “A general rule of thumb is to select as large a sample as possible from the population.
The larger the sample, the less the potential error is that the sample will be different from the
population.” Since this questionnaire was intended for collection of quantitative data, it
contained closed-ended questions. A 5-point Likert scale ranging from 1 to 5, with 5
representing the extreme positive perception and 1 representing the extreme negative
perception of all responses was implored. Respondents were availed with the questionnaire
for grading to determine each one’s level of agreement with the statement. The rankings fell
under the following groupings: 1=Strongly Disagree, 2=Disagree, 3=Neutral, 4=Agree and
5=Strongly Agree. This Likert Scale was implored mainly in sections B, C, D and E.
However, part of section D from question 24a to 24f, Yes/No questions were used where 1=
Yes and 2=No. In using the questionnaire, the researcher did the following: constructed a

questionnaire with closed ended questions that solicited the desired information.
3.2.8 Interviews

Open-ended questions were used from an interview guide in semi-structured interviews
during data collection in order to solicit more personal, lived experiences and subjective
views from highly indebted teachers. These interviews were conducted with the 7 key
informants who had lived experiences of microfinance loans. The 5 participants were selected
from those who were highly indebted with microfinance loans. 2 key informants were
marketing managers from 2 of the major Microfinance Institutions that provide microfinance
loans to teachers. Semi-structured interviews were specifically used because the researcher
could compare and contrast answers given by participants (Dudovskiy, 2016). They were also

better as they suffered from less bias than those that were associated with unstructured
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interviews as observed by Dudovskiy (2016, p.42) who did not hesitate to point out that,
“Unstructured interviews are usually the least reliable form of interviews from research view
point.” Semi structured one-on-one interviews were used because they contained components
of both structured and unstructured interviews, which allowed the researcher to ask the
interviewees further questions away from the list to probe further for clarity which was
needed by the researcher to probe the participants to give more details regarding sources,
opportunities and challenges they had from microfinance loans. A voice recorder was used
during interviews as the main instrument of qualitative data collection as recommended by
Creswell. “One-on-one interview is a data collection process in which the researcher asks
questions to and records answers from only one participant in the study at a time. In a
qualitative project, you may use several one-on-one interviews. One-on-one interviews are
ideal for interviewing participants who are not hesitant to speak, who can articulate, and who
can share ideas” Creswell& Plano (2011, P. 218).

3.3.1 Document Analysis

Collection of secondary data was done through document analysis of microfinance loan
repayment schedules from purposively selected microfinance lenders in Solwezi. These
schedules were used to compare the lending rates and repayment periods of different sources

of microfinance loans.

3.3.2 Data Analysis
3.3.2.1 Analysing Questionnaire Data (quantitative data)

Quantitative data of closed-ended questionnaire responses were processed using SPSS
Version 21 as follows: Data coding which Arsaham (2005, p.18) describes as; “Data code is
assigning a number for each response of choice e.qg., strongly disagree = 1, disagree =2 etc.
Codes were developed followed by the creation of a coding key-this explains the code for
each question also known as the coding scheme, coded data was then assigned numeric
values which were then entered into SPSS to produce a data set which was further used to run
descriptive statistical tests i.e., cross- tabulation, frequencies, means, modes and standard
deviations to produce SPSS output tables that were later input into excel to generate pie-

charts, tables and histograms.
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3.3.2.2 Analysis of Interview Responses (Qualitative Data)

The following was done: The audio interviews were played and transcriptions of verbatim
were produced, this was later followed by development of qualitative codes and assigning
labels (grouping data) to identify common and emerging themes were done. Descriptions and
development of themes from the data consisted of answering the major research questions
and forming an in-depth understanding of the major research themes. This was followed by
integrating qualitative data into quantitative data and then finally reporting. Below is a
summary of data processing procedures illustrated in Table 1.

Tablel: Summary of data processing procedures.

Data Analysis Procedures

Quantitative Data Analysis
(Questionnaire Résulta)

Qualitative Data Analysis
(Interview Results)

Preparing data

Coding data and assigning
Numeric values: recoding
data to prepare for SPSS
analysis.

Organising Data; transcribing
text.

Reviewing, Coding and

Exploring Data

Descriptive analysis: looking
for trends and distributions

Reading data and notes:
developing qualitative codes

Analysing Data

Using appropriate statistical

Coding data and assigning

tests:  statistical  software | labels; grouping of data and
(SPSS) and excel, data was | identifying common themes.
analysed.

Data Presentation Representing  results  in | Presenting findings in

discussion or text form or in
themes and verbatim.

statistical tables, graphs and
figures and pie charts.

3.3.3 Credibility and Trustworthiness

Validity and reliability usually refer to a research that is credible and trustworthy. This study
adhered to Maree (2010) suggestion by engaging multiple methods of data collection such as

interviews, and questionnaires which helped in achieving trust worthiness.

3.3.4 Data and Instrument Validation

According to Creswell (2011, p.159), “Validity is the development of sound evidence to
demonstrate that the test interpretation (of scores about the concept or construct that the test
is assumed to measure) matches its proposed use.” This research used methodological data
triangulation in order to validate the data. Methodological triangulation involves the use of
multiple gualitative and or quantitative methods to study the programme. In methodological

triangulation, different sources of data are collected. “The assumption is that an informant,
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even an honest informant, will have biases, and will have access to only some of the relevant
perspectives, and so sound conclusions can only be drawn from evidence that is corroborated
from several data sources,” (Taber, 2008, p.70). The mixed method design made it easier to
validate the results because it used both qualitative and quantitative methods such as: semi-
structured interviews, and closed-ended self-administered questionnaires, which allowed the
researcher to test the results from the differently triangulated data and methods.

For the study to accurately represent the social phenomena to which it referred, the researcher
took the findings back to the participants being studied to verify. This is called respondent
validation or member checking. The questionnaire was pilot tested using 15 questionnaires
that were distributed randomly 5 at Nkenyauna Secondary, 5 at Kivuku primary School and 5
at Kamusongolwa primary School to remove any ambiguities such as the misunderstanding
that arose from double barrelled questions, some typo errors among others. All the errors
were corrected and ambiguities removed before embarking on carrying out the research.
“After good questions have been developed using principles of question construction, the
researcher pilot tests the questions. This helps to determine that the individuals in the sample
are capable of completing the survey and that they can understand the questions,” (Creswell
& Wesley 2011, p. 390).

3.3.5 Data Presentation

Data collected from interviews was analysed thematically using emerging themes and coded
accordingly. Descriptive statistics were employed to analyse the data obtained from the
questionnaires. The results of the data analysis were presented in form of graphs histograms,
statistical output tables and pie-charts. Mixing of qualitative and quantitative data was done at
both presentation (chapter 4) and discussion (chapter 5) stages. Qualitative data was
combined with quantitative data playing a supportive role through-out the presentation and

discussion chapters.

3.3.6 Ethical Consideration

Creswell (2009) lists the following requirements for ethical consideration by the researcher:
Informed consent form for participants to sign before they engage in the research. This form

acknowledges that participants' rights will be protected during data collection.
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From the above statements, it is undoubtedly clear that the researchers have a moral and
professional obligation to be ethical and objective in dealing with respondents and sites of
research. In adhering to this, the researcher ensured that those being interviewed were
absolutely clear about their rights to an explanation of aims, procedures purposes, and the
effects of the research, publication possibilities and the right to refuse to take part or
withdraw at any stage. The participants were informed that participation was on voluntary
basis. The researcher ensured confidentiality for the participants especially that matters of
salary are confidential. This was done by ensuring protection of participants from harm and
invasion of privacy. To ensure this, the researcher read an ethical statement before every
interview to the respondent and asked them to consent (see appendices B and F).

Written permission was sought from the Assistant Dean of Post Graduate Studies addressed
to the providers of the research information at each of the primary and secondary schools
where the participants were drawn serving them with an introductory letter before proceeding

with the individual interviews.

It was the researcher’s responsibility to secure data. He, therefore, ensured that both soft
recorded and computer stored data was kept safe in a lockable storage. The researcher got
permission letters to gain access to the study sites, which he presented to the Provincial
Education Officer (PEO), District Education Board Secretary (DEBS) and head teachers of
the respective primary and secondary school that were used as research sites. The purpose of
the study was clearly defined as purely academic. In addition, the privacy of the participants
was assured. To eliminate any suspicions on the part of the participants, the clearance letters
clearly indicated that the findings would not be used for political purposes or personal gain
but that they would be beneficial to teachers themselves and growth and development of the
Zambian economy. These were clearly stated too. Clearance was obtained from the

University of Zambia Humanities and Social Sciences Research Ethics Committee.

3.3.8 Chapter Summary

This chapter focused on explaining the research design, it also looked at the target population
sample, sample size as well as the sampling procedure and data collection instruments and
procedures which were used in the study. Data processing techniques as well as methods

were also discussed
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CHAPTER FOUR: PRESENTATION OF FINDINGS
4.1 Overview

The previous chapter provided the methodology used for collection and analysis of data for
this research. This chapter presents the findings of the study. The sources, the opportunities
and challenges of microfinance loans for teachers and suggestion of appropriate strategies
that would mitigate faced by teachers from microfinance loans were examined and explored.
The purpose of this chapter is to provide answers to the reaserach question which were
derived from the objectives.

4.2. Demographic Characteristics of Respondents

In this chapter, the demographic characteristics of the participants in the study are presented
followed quantitative and qualitative results which are presented side by side. The
background information is very cardinal for the purpose of understanding the dynamics of
respondents.

Gender of the respondents was obtained from the respondents through the questionnaires and
presented in a pie-chart as indicated in Figure 4.

4.2.1 Composition of Respondents, by Gender

Figure 4: Percentage distributions of respondents, by gender.
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From Figure 4, 53(192) percent were female and 47(167) percent were males. It can therefore
be deduced that more females participated in the research than males. This data was
important for the study as it could help the researcher establish which gender borrowed more
than the other and then run further analysis in order to draw the right conclusions. In this
case, however, the difference in gender by percentage was only 7 percent which was not
significant enough to prompt further analysis.

4.2.2 Years of Service of Respondents.

The years of service were included in the research to establish the differences in loan
acquisition behaviour among the teachers with different experience so as to understand which
age range or cohort was more likely to get a loan from microfinance institution. The results

from the questionnaire were as presented in Table 2.

Table: 2 Years of Service of the Teachers.

Age Range Frequency Percentage (%)
1-5 84 24.1
6-10 80 23.0
11-15 91 26.1
16-20 51 14.7
Above 20 42 12.1
Total 348 100

Table 2 shows the years of service of the teachers. Those in 1 to 5 years category made up
24.1 percent, between 6 and 10 made up 23.0 percent of the total, between 11 and 15 years
made up 26.1 percent, those between 16 and 20 made up 14.7 percent and those above 20
years of service made up 12.1 percent of the total sample. The emerging pattern indicated that
those between 11 and 15 years of experience had the highest number of loans. In fact, from
Table 2, it can be concluded that teachers from 1 year of experience to 15 years had almost a
similar impetus to get microfinance loans more than the more experienced teachers between

16 and 20 above years of service.
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4.1.3 Number of Loans per Respondents

In order to understand the borrowing pattern of teachers, there was need to establish the
number of loans each one of them had. The questionnaire results were presented in Table 3 as

shown.

Table 3: number of loans per respondent

No. of loans Frequency Percent
one 169 46
more than one 146 39.8

No response 52 14.2
Total 367 100

Those with one loan were 169 constituting 46 percent while those with more than one loan
were 146 constituting 39.8 percent and no response were 52 constituting 14.2 percent of 367
respondents. The data presented in Table 2 indicated that there was only 6.2 percent
difference between those with one loan and those with more than one. This difference was
equally insignificant to prompt further analysis. Unfortunately, 52(14.2) abstained from
answering this particular question for unknown reasons but this could not affect the results

because the percentage of non-response was less than 20 percent.

4.1.4 Net Salary after Loan Deductions.

In order to establish how financially stable teachers with microfinance loans were, data on
how much net pay teachers earned after deduction of loans, was collected through the

questionnaire and results were presented in Figure 6 as shown.
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Figure 6: Chart showing net-salaries of respondents after loan deduction.

Data from the pie-chat in Figure 6, shows that the respondents who had salaries between
K1500-K2000 constituted(48) 14.2 percent, while those who earned between 2501-3000
constituting 14.5 percent and those with K1500 to K3000 as net pay after loan deductions
constituted 46.7 percent of the respondents and K3001 to K4000 made up 41.1 percent, and
those between K4001 only made up 12.1 percent.This showed that only 12.1 percent earned a
salary of K4000 and above while those who earned a net salary of K 4000 and below made

up 87.9 percent.

4.1.4 Cross-Tabulation for Gender and Net-Pay after Loan Deduction of Respondents

In order to understand borrower behaviour across gender, data on net pay after loan
deductions was collected through the questionnaires and a cross tabulation was run and the

results were presented in Table 4.
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Table 4: Cross-tabulation for gender and net-pay after loan deduction of respondents.

Salary after loan deduction Total
K1,500- | K2000- K2,500- | K3,000- | K3,500- | Above
K2000 K2,500 K3000 K3,500 K4000 K5000
Gender Male 18 23 26 27 42 21 157
Female 29 38 23 33 35 20 178
Total 47 61 49 60 77 41 335

Table 4 shows a cross-tabulation designed to establish the relationship between net-salary

after loan deduction and gender. The results indicated that more women earned less after loan

deduction as compared to their male counterparts as their numbers diminished as the values

progressed to above K5000 where 29(61.7 percent ) women against 18(38.3 percent ) men
got between K1500 and K2000 ,38(62.3 percent ) females got between K2000 and K2500
while there were 23(37.7 percent ) males in the same income range, females between K2500
and K3000 were 23(46.9 percent) and the males were 26(53.1 percent ),in the 3000 to 3500
bracket there were 33(55.0 percent ) women and 27(45.0 percent ) men, in the 3,500 to 4000

range, there were 35(45.5 percent ) females and 42(54.5 percent ) males while in the last

range, the number of men and women were almost equal with 21(51.2 percent ) males and

20(48.8 percent ) females.

4.1.5 Cross-Tabulation of Background Characteristics of Respondents by Gender and

Years of Service

In this section, a cross tabulation between gender of participating teachers and years of

service (experience) were run to test the relationship. The results were presented in Table 5.
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Table 5: showing background characteristics of the respondents by gender and years of
service.

Gender
Background characteristics Males (%) Females (%)
District
Solwezi 447 55.3
Kasempa 47.5 52.5
Years of service
1-5 years 41.7 58.3
6-10 years 40.5 59.5
11-15 years 47.3 52.7
16-20 years 54.9 45.1
Above 20 years 54.8 45.2

Table 5 indicates that in both districts there were more women with loans than men. The
emerging pattern from the table shows that women with less experience (1-15 years) acquired
more loans than the more experienced ones between 16 and 20 years and above. While the
statistics are vice-versa for the males where more experienced men (16 years and 20 and

above acquired more loans than their less experienced male counterparts.

4.1.6 Mean Mode and Standard Deviation of Age of Respondents

This section tried to establish the maximum, minimum, mode, mean, and median ages of the

participants that participated in the study as shown in Table 6.

Table 6: Indicating mean, max, min, std. deviation and mode age of respondents.

Mean Median Std. Deviation Mode Min Max

38 38 7.721 38 21 58

The mean age was 38 years and median was 38 years, the mode was 38 years, max was 58
years and the minimum was 21years with a standard deviation of 7.721. However, 21 years

and 58 years were treated as outliers.

4.1.7 Net Salary after Loan Deduction and Age Cross Tabulation.

A cross tabulation to establish the relationship between and net salary after loan deduction

and age was run and the results were presented in Table 7.
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Table 7:

Age and Salary after Loan Deduction (Net Earnings) Cross-tabulation

Salary after loan deduction
K1,500- K2,000- K2,500- K3,000- K3,500- Above

K2,000 K2,500 K3,000 K3,500 K4,000 K5,000 Total
Age 20-25 Count 2 4 1 1 1 2 11
Group Oa/;;’;“hi” 18.2% 36.4% 9.1% 9.1% 9.1% 18.2% 100.0%
26-30 Count 7 4 10 9 11 7 48
Z;gg“hi” 14.6% 8.3% 20.8% 18.8% 22.9% 14.6% 100.0%
31-35 Count 6 13 14 12 11 8 64
Zg:;“hi” 9.4% 20.3% 21.9% 18.8% 17.2% 12.5% 100.0%
36-40 Count 15 30 18 16 22 6 107
Zgé’;“hi” 14.0% 28.0% 16.8% 15.0% 20.6% 5.6% 100.0%
41-45 Count 7 4 4 13 10 7 45
Zgé’;“hi” 15.6% 8.9% 8.9% 28.9% 22.2% 15.6% 100.0%
46-50 Count 4 3 0 2 10 3 22
Z;;’;“hi” 18.2% 13.6% 0.0% 9.1% 455% 136% | 100.0%
Above Count 4 1 1 6 9 4 25
50 Z;Z;“hi” 16.0% 4.0% 4.0% 24.0% 36.0% 16.0% 100.0%
Total Count 45 59 48 59 74 37 322
Z;Z;“hi” 14.0% 18.3% 14.9% 18.3% 23.0% 115% | 100.0%

The pattern emerging from this distribution (in table 7) was that the middle ages of between
36 years and 45 years combined borrowed more than those in the lower age groups (20-35)
years and those in the highest age group (46 years and 50 years and above) respectively with
about 171 out of 322 constituting about 53.1 percent of the total distribution belonging to the

middle age.

4.2 Findings on Sources of Microfinance Loans for Teachers and their Sustainability in
Achieving Sustainable Development.

The first objective of the study was to ascertain the sources of teacher microfinance loans in
order to establish the sustainability of lending rates in achieving sustainable development.

This objective was guided by the research question: What were the main sources of
microfinance loans for teachers? The researcher presented the findings on the sources of

microfinance loans for teachers in Figure 7.

42



400

355

350

w
o
o

N
w1
o

Number of respondents
N
o
o

150
100

50

0 F I
. Orma Shylocks "Kaloba" Village Bank Other
microfinance

HYes 213 11 340 134
H No 153 355 26 232

Figure 7: showing Sources of microfinance Loans.

The study findings revealed that the major source of microfinance loans were formal
microfinance loan lenders such as Bayport, Izwe etc. with 213(58.2 percent) respondents
followed by Bank (though not focus of this study) with 134(31.7 percent) respondents
followed by Village bank with 26(7.1 percent) respondents and Informal sources such as

kaloba had the lowest number of respondents with 03(11 percent).

4.2.1 Formal Microfinance

Formal microfinance refers to all legally registered microfinance institutions that meet the
Bank of Zambia requirements for an institution to operate as a money lender. Under this type

of microfinance, fall such institutions as: Bayport, Izwe, Madison and many others.

4.2.2 Bayport

From the teachers interviewed about the sources of microfinance loans, it emerged that 4 out
of 5 had loans with Bayport and when asked why they preferred Bayport, they responded that
it was easily accessible as it followed them to their districts and even repaid the outstanding

loans from other institutions. This helped them save money and time than to follow them to
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their offices. However, when it came to the issue of lending rates, all the 5 participants agreed
affirmatively that Bayport like most microfinance companies had high lending rates. These
specific answers could only be solicited from the interviewees as the questionnaire objective
questions could not give detailed subjective answer required to address issues on sources. The
researcher noticed from the responses the interviewees gave that the MFI such as Bayport
were preferred to banks however, because their requirements were easier to meet and cash
was given instantly while banks could take weeks even months to disburse loan funds. One of
the interviewees stated that:
Even if the rates for Bayport are high as compared to banks, we get loans from them

because they follow us to our schools and repay other loans and give instant cash unlike
banks that take months.

4.2.3 Izwe Loans

Study findings indicated that this was the third major source of Microfinance loans for
teachers in Kasempa and Solwezi from banks that were second (not so much the focus of this
research though). When participants were asked about the lending rates, they disclosed that
the lending rates for 1zwe were in fact slightly higher than Bayport but they were the easiest
to access as they had agents almost everywhere. One teacher disclosed that:

Izwe has agents that are everywhere so they give loans easily though their rates are
slightly higher than Bayport.

4.2.4 Public Service Microfinance Company

This is the microfinance finance institution set up by government to lend money to Public
Service Workers. 3 of the 5 interviewed respondents indicated that Public Service
Microfinance Company (PSMFC) had the lowest and sustainable lending rates and this was
backed by results from document analysis of loan repayment schedules attached in appendix
‘E’ though the participants lamented that their (PSMFC’s) loans were difficult to access and
that they disbursed small loans. One interviewee lamented that:

Public Service Microfinance is the best. It has low interest rates but difficult to find and
acquire a loan from them. Let them decentralise.

4.2.5 Informal Microfinance (Kaloba)

This was another source of microfinance for a very small fraction of desperate teachers which
according to this study only accounted for 3 percent or 11 respondents out of the 344 that

responded to the questionnaire. Unfortunately, no one was comfortable to give any
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information regarding this source in an interview because of the negative connotations

attached but almost all the five interviewees agreed that some teachers used this source.
Summary of findings on sources of microfinance loans for teachers

Research indicated that Bayport was the major source of MFL for teachers in Solwezi and
Kasempa districts followed by lzwe Loans. However, one serious complaint about high

lending rates was commonly expressed by all participants.

4.2.6 Lending Rates and their Sustainability in Achieving Sustainable Development

In order to establish whether lending rates were sustainable and could help achieve
sustainable development, the researcher tested these variables in a questionnaire using a
Likert scale on a scale of 1-5 analysed the responses using SPSS and presented the results as

shown in Figure 8.
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Figure 8: Lending rates and their sustainability in achieving sustainable development

When asked to respond to the assertion that lending rates for formal microfinance (Bayport,
Izwe, Madison Finance etc.) were high, the respondents gave the following responses on a
Likert scale of 1-5, 28 respondents (8.1 percent) disagreed that lending rates for MFI were
not high and 36(10.5 percent) were neutral while 149(43.5 percent) agreed and 110(32.1
percent) strongly agreed that lending rates were high while those who strongly disagreed
were 19 (5.6 percent). Those that agreed totaled up to 259(43.6 percent) respondents out of

the 342 that successfully answered this question in the questionnaire representing (75.7
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percent) while the number of those that disagreed totaled up to only 47 (19+28) respondents
constituting (13.8 percent) disagreed. This meant that there was general consensus among
respondents that lending rates for MFI were high. These results were further reaffirmed by a
high mean score of responses from respondents of 3.89 and a well-supported standard
deviation of 2.119 which indicated that the responses were clustered around a mean of 4
which was very high on a 5-point Likert scale. A mean score of 4 strongly supported by a
mode of 4 indicated a strong agreement that lending rates were high. The statistical results of

the responses were further tabulated as shown in Table 8.

Table 8: showing Mean, Median, Mode and Standard Deviation of responses on lending

rates.

N Mean Median Mode Std. Deviation

340 3.89 4 4 2.119

The challenge of high lending rates was also confirmed by the findings from document
analysis of loan repayment schedules see appendix (E). The results of the interviews also
confirmed this with one participant saying that:

Lending rates are very high. They need to be revised so that as teachers, we are not
disadvantaged. We are paying more at the end of the period of the loan.

One the other hand, when one of the MFI managers was asked why their lending rates
were high, the following response was given:
You know microfinance businesses borrow money from commercial banks at market

rates. We need to make a profit and pay back the loan. There is no way we can charge
the same interest as commercial banks.

4.2.7 Sustainability of Microfinance Loans as Sources of finance

In order to establish whether microfinance loans were a sustainable source of finance and
could lead to sustainable development in line the first research objective, this notion was
tested in a questionnaire where the respondents gave responses that were subjected to
statistical tests of mean, mode, median, and standard deviation. The results were tabulated as

shown in Table 9.
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Table 9: showing the responses on the sustainability of sources.

N Mean Median Mode Std.
Deviation

Sustainability of
Microfinance as

Source of finance. 363 2.21 2 2 1.107

Microfinance
Loans and
Sustainable 358 2.3 2 2 1.196

development.

The responses on whether microfinance loans in their current form (with high lending rates)
could lead to sustainable development or not, scored the following statistical results as
tabulated in Table 9: A poorly supported mean score of 2.30, standard deviation of 1.196 and
a mode of 2; were scored meaning that more responses were centred around the mean score
of 2 which clearly indicated a unanimous consensus disagreement on the assumption that

microfinance loans could foster sustainable development.

The responses on sustainability of lending rates; a mean score of 2.21, a median score of 2, a
mode score of 2 were recorded. These scores are very low on a Likert scale of 1-5. These
responses were negatively skewed meaning that the respondents did not agree that
microfinance loans were a sustainable source of finance for teachers. This simply meant that
respondents believed that microfinance loans in their current form could not lead to
sustainable development. This was further reaffirmed by a detailed distribution of

respondents’ responses as presented in Figure 9.
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4.2.7 Sustainability of Microfinance loans as Source of Finance for Teachers
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Figure 9: Sustainability of Microfinance loans as source of finance.

When asked if microfinance could lead to sustainable development, the respondents gave the
following responses: Strongly agree (81), agree (48), Neutral (24), Disagree (200) and
strongly disagree were 9. From the distribution, as earlier indicated in table 8, agree was
strongly supported at 200 respondents plus the 81 strongly disagree bringing the total to 281
against 48 agree and 9 strongly agree out of a total number of 362 respondents. It was
therefore clear that the majority of respondents 76% (281 out of 362) believed that
microfinance was not a sustainable source of finance for teachers and could therefore not

foster sustainable development.

4.3 Findings on Opportunities Teachers had from Microfinance Loans

This section presents the findings on opportunities teachers had from microfinance.
Opportunities as used in this study mean chances that microfinance loans opened up for
teachers which they would have not have had if they did not have access to these
microfinance loans. The following research question was employed to identify what
opportunities had been created for teachers by microfinance loans: What opportunities do the

teachers have from microfinance loans? The responses were presented in Figure 10.
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Figure 10: showing loan opportunities

Those who had a chance to upgrade education because of microfinance loans were 160(30.1
percent), those who spent their loan on solving social problems were 75(14.1 percent), and
those who acquired land or built a house were 134(25.2 percent), those who used the loan to
buy a car were 44(8.2 percent), those who had invested in a business were 81 (15.2 percent)
and those who spent on house hold goods were 37(7 percent). From this distribution, it can be
said that most teachers used their loans on upgrading their level of education at 30.1 percent
followed by land acquisition or home ownership at 25.2 percent with 37 respondents using

loan on house-goods standing out as the least use of loans at 7 percent.

These findings from the questionnaire respondents’ responses were further corroborated with
the qualitative results obtained from the results of the 5 interviewed participants where the
following themes emerged: up grading of level of education, land acquisition, house
construction, business investment, cushioning meagre salaries and solving social problems.
Below were the interviewees’ responses that explained in detail what opportunities were

opened up to them by microfinance loans as follows:
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Upgrading educational level was one of the major opportunities that were identified by
teachers who participated in the research through interviews where almost every one of the 5
participants responded by stating that they spent part of the loan to pay school fees for the
purpose of upgrading their level of education or paid school fees for their siblings or children

especially for tertiary education.

From the time the loans were introduced, most teachers have upgraded their level of
education; those with certificates have upgraded to diplomas and those with diplomas to
degrees and further because of loans. People have paid for their school.

Land acquisition/home ownership was another opportunity teachers had from
microfinance loans according to the study findings. All the 5 interviewed participants
indicated that they had either acquired a piece of land (plot) or had built a house out of

the microfinance loan they acquired.

Through these loans we have managed to buy big assets like cars, which we couldn’t buy
through our small salaries and also others have even managed to get plots and build like
in my case, | have managed to build a house even before I retire. At least | have bought a
car from myself before I retire.

However, one of the managers from one of the major microfinance lenders disclosed that
through interaction with teachers during the loan acquisition process, it was realised that a
good number of teachers kept on going for loan refinancing to complete their houses which

were incomplete. He gave the following narrative:

I have observed that teachers and other Government Republic of Zambia (GRZ)
employees keep on coming for loans to complete their houses. Of course, others it’s not
true but I have noticed with sadness that most of them are not able to build a complete
house using one loan. This is mainly due to lack of Bill of Quantity (BoQ). They will
start building without planning so you find that materials run out. They will still be
renting while the loan will be running for the next five years putting more pressure on
themselves.

Motor vehicle ownership was another opportunity where 4 of the 5 interviewed teachers
identified it as an opportunity accorded to them by microfinance loans, which according to
one of them, it could not have been possible because their salaries were too small to purchase
acar.

Another opportunity which 2 out of the 5 participants interviewed identified, was business
investment. They mentioned that they had used a loan on some business investment.
However, the common complaint among all of the was that their business did not do well as
they were unable to compete favourably with full time business men and women because
many of them took it as part time because they also needed to focus on work. This led to
losses while the loans continued to run. One teacher participant gave the following reason for

failed business investment:
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To me | feel that not all the loans that we teachers have got have given us enough profit.
Also, what makes the matters worse is we are not the only people engaged in that form of
business. We are in competition with people who are in business full time while we do it
as Part time from our full time teaching job. So, we fail to compete favourably. Time,
time, you know. People steal from us........ workers you know. But a few other guys are
trying like..... he mentions one of the prominent business men in town.

Purchase of house-hold goods was also another opportunity where teachers utilised their
microfinance loan money. This particular response was given by respondents in a survey
which indicated that some of the money from loans was spent on purchase of house hold

goods. This particular use represented loan money purely spent on consumption however.

4.4 Findings on Challenges Faced by Teachers from Microfinance Loans and their
Effects on Teacher Performance.

These findings were in line with objective number three which sought to explore the
challenges faced by teachers from microfinance loans in order to establish their effects on
teacher performance for sustainable development. This objective was guided by the following
research question: What were the major challenges teachers faced from microfinance loans

and their effects on teacher performance?

In relation to this research question, the following responses emerged: Delayed refunds after
wrong deduction or loan repayment, multiple loan recoveries, delayed loan statements, poor
standard of living, personal and family hardships, lack of consumer protection against illegal

financial practices, reduced house-hold income, and loan dependency syndrome.

To address objective number 3, which sought to explore the challenges teachers faced from
microfinance, the variables in Table 10 were tested in a questionnaire, the responses were
measured using a Likert scale of 1-5 and the descriptive statistics on mean, and standard
deviation were run and the results were tabulated as shown in Table 10 on the next page.
Since the study used a mixed embedded design, the researcher consolidated the quantitative
results with the verbatim from the interview responses that tallied adding a voice to these

challenges faced by the teachers.
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Table 10: showing challenges faced by teacher from microfinance loans by mean and
standard deviation.

Std.
N Mean Deviation
Challenges Statistic | Statistic Statistic
High lending rates 341 4.12 1.986
Multiple deductions 337 3.81 1.169
Indebtedness among teachers 326 3.97 997
Increased poverty 340 3.50 1.201
Lack of proper planning for loan use 336 3.88 1.040
Zero net pay (no salary due to excessive debt) 341 2.83 1.304
Loan dependency syndrome 339 4.04 .987
Delayed refunds after double or wrong monthly deductions
341 4.06 1.050
Fluctuations (increase) in monthly deductions 340 3.86 1.126
Loss of personal dignity 329 3.96 1.144
Valid N (list wise) 285

4.4.1 High Lending Rates

The challenge of high lending rates scored the highest mean out of all the challenges as can
be seen from Table 10. The responses by respondents about the challenge of high lending rate
was agreed to with a high mean of 4.12 with a standard deviation of 1.986 as indicated in the
summary Table 10 as shown. The high mean score of 4.12 out of 5 on Likert scale of 1-5
means that this assertion was highly supported by respondents. This finding was further
supported by interviewee responses which also indicated that the high lending rates among
MFI were one of the major challenges they faced. Document analysis results as shown in
appendix F further confirmed this. The study findings further revealed that lending rates were
very high coupled with hidden charges such as insurance, commission at 5 percent of the
principal loan amount, arrangement fees and Credit Rating Bureau (CRB) processing fees at
K50 which were all paid up front deducted from the principal loan amount. One teacher

participant lamented;
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Lending rates are very high. They need to be revised so as teachers we are not
disadvantaged. We are paying more at the end of the period of the loan. These
microfinance institutions they hide other charges such as insurance, CRB fees,
commission so on.

4.4.2 Delayed Refunds

The challenge of delayed refunds came out strongly from at least 3 of the 5 respondents
interviewed. It was reported that the process of refunding was slow and frustrating. It came to
light that when one refinanced an existing loan, instead of stopping, the MFI deliberately
continued to deduct the money until after a long struggle. The study further revealed that after
a wrongful deduction had been made, the affected teacher had to wait until a good two weeks
or even a month to be given a refund by the lender. To be precise, it was after 10" of every
month when government through PMIC (government payroll management system) remitted
money to the MFI so the teacher had to wait between 10 to 14 days after pay day to receive
the payment. If the amount was large, and if a teacher had other loans, there was very serious
suffering on the part of the affected teacher. One of the interviewed teachers lamented while
describing her own experience that:

Then the other challenge is when for example, you refinance a microfinance loan or you

get a top-up, you will find that it takes a long and tedious procedure for them to give you

back your money. | have a very clear experience which | went through with one of the

lenders. The loan was finished, but they continued to deduct. Now for me to get back the

money they deducted, it took me a long period of time, which was inconveniencing

because they had already recovered their money but | could not access my money which

I would have used on other things. Meanwhile you have to rely on a small salary. Money
was paid after several follow-ups from Kasempa to Solwezi.

These findings were further confirmed by the high mean score from the quantitative
respondents’ responses With a mean score of 4 and a standard deviation of 1.050 representing
agree on a 5 point scale Likert- scale which meant that the majority of respondents agreed
that the challenge of delayed refund was real. However, the low standard deviation shows
that there were a lot of outliers in the distribution of responses coming from such responses as

“strongly agree”, and “strongly disagree.”

4.4.3 Personal and Family Hardships

The findings revealed from the 5 participants interviewed that, microfinance loans had
contributed to personal and family hardships among some borrowers. One of the participants

when asked on how loans had affected her disclosed that:
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| suffered a very big financial blow from these loans whereby I couldn’t even manage
to....l could just suffer say that | barely survived financially. It was really a very difficult
period for me —the salary was far below compared to the basic needs for my family. So, it
was a very, very nasty experience. My children called me when | was at school one time
to tell me they had closed our water supply, electricity by then there was no prepaid, they
talked about mealie —meal finishing and you can imagine. T don’t even want to even to
think about it.

In fact, when respondents were asked if microfinance loans had contributed to poverty among
teachers in general, they responded on a Likert scale with a mean of 3.5 and a standard
deviation of 1.2 a response quite high on Likert scale towards 4 which is agree meaning that
teachers agreed that microfinance loans had somehow contributed to poverty among some
teachers by pushing them into debt and reducing their take home income as shown in Figure
6 on page 41.0ne may argue that the purported increased poverty among some teachers
cannot be attributed to microfinance alone when teachers had other debts. What should be
realised is that microfinance as earlier defined, is made up of different types of lenders; both
formal and informal. This entails therefore that not all microfinance loans are institutionalised

as one may think.

4.45 Indebtedness

The responses of 4 out of the 5 participants interviewed, indicated that a good number of
teachers had loans with a reasonable number of them getting low amounts of money hovering
between 40 to 50% of their net pay which translated to between K1800 and K3000, which
was below Zambia’s monthly food basket for a family of 5. The results from the quantitative
survey indicated as shown in Figure 6 on page 41, that 46.7 percent of the respondents had a
net pay of K3000 and below. These findings were further reaffirmed by the quantitative
results of the responses from the respondents if they thought indebtedness was a one of the
challenges faced by teachers from microfinance loans, the results gave a mean score of 4 with
a standard deviation of 0.997, which meant that most respondents scored a 4 on a 5 point
scale Likert scale which meant that they agreed that indebtedness was a serious challenge that

teachers faced from microfinance loans.

Further confirmation of the challenge of teacher indebtedness from microfinance loans was
given by a meticulous revelation by one of the highly indebted teachers describing his
experience as follows:

I had K900 on my payslip in 2016 of which that same money was supposed to cushion
all the requirements in my home including rentals. Rent | was supposed to pay K600, and
then | had to settle bills for electricity as well as pay the balances of school fees for my
children, imagine. One teacher lamented.
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However, a contrasting view was given by a senior marketing manager from one of the
leading MFIs who when asked to react to the assertion that microfinance loans had
contributed to an extent to teacher indebtedness, responded that;
To some extent yes, the availability of microfinance loans and the coming on board of
many players in the microfinance sector have contributed to teachers over and multiple
borrowing. Especially now people are borrowing without thinking and are getting into

a lot of debt. Loans are supposed to be invested because they are expensive-not to be
consumed; that is where the problem is.

4.4.6 Lack of Consumer Protection against Illegal Financial Practices

5 teacher participants and 2 key informants from microfinance institutions interviewed agreed
that there was poor enforcement by the central bank of the current microfinance regulatory
framework citing it as another serious challenge faced by teachers. There was an indication
from both the lender and the borrower that among lenders, some never abided with the
provisions of the law especially that of not lending below 40 percent of one’s gross pay. The
informant from MFI complained by disclosing that:

The first challenge is regulation obviously. There is regulation but what we need is

reinforcement of this regulation. Like for instance, 40% threshold; there are some

institutions that will more or less abide and there are some that are not going to abide.

You know what? There is a problem. All of us should be on a level playing field. If

they say its 40%, everyone should do 40% and leaves the client with 40% that will be
good.

4.4.7 Effects of Microfinance Loans on Teacher Classroom Performance.

In further addressing the second part of objective number 3, which sought to examine
the effects of microfinance loans on teacher performance, which was guided by the
following research question: What are the effects of microfinance loans on teacher
classroom performance? was used to help test the different variables pertaining to
teacher performance in the questionnaire on a scale of 1-5 and the responses were
subjected to further descriptive statistical analysis of mean and standard deviation and

the results tabulated as shown in Table 11.
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Table 11: Effects of Microfinance Loans on Teacher Performance.

N c |X
Teachers with too many loans do not attend to their classes regularly 328 | 1.301 | 2.49
Pupils for teachers with many loans don’t perform well in final exams 339 | 1.313 | 2.43

Teachers with too many loans take long in completing routine | 342 | 1.305 | 2.83

assignments

Teachers with too many loans are generally demotivated to work 344 | 1.323 | 3.85

From Table 11, a mean of 2.43 with a standard deviation of 1.313 were the average responses
to the question about teachers with many loans having pupils not performing well during final
examinations. This was the least supported view meaning that the respondents did not agree
with this assertion. While teachers with too many loans generally felt demotivated to work
scored a mean of 3.25 on a 5-point Likert scale with a standard deviation of 1. 323. This had
the highest mean score which meant that it was the highest supported view which indicated
that there was a general agreement among respondents that teachers with many loans felt
demotivated. These study findings were further reaffirmed by the qualitative views from

interviewees one of whom gave the following explanation:

May be to start with, when you have no money, your mindset | think is off target.
Instead of focusing on what you are doing in class; teaching, preparing lesson plans, you
will be busy trying to think about where to get money in order to feed your family as you
get back home. So, even as you go to class, you would find that your mindset won’t be
focused. Sometimes you just feel demotivated to work you even move up down to look
for money elsewnhere.

4.5. Mitigation Measures for Challenges Teachers Faced from Microfinance Loans.

These findings were in relation with the forth objective which sought to solicit the mitigation
measures to the challenges teachers faced from microfinance loans. These findings were
guided by the following research question; what would be some of the appropriate ways of
mitigating the adverse challenges faced by teachers from microfinance loans to achieve
sustainable development? Different variables such as: lowering interest rate, regulating rates,
providing financial literacy, increasing take home from 40 to 60 percent, banning lenders
from giving top up loans, and providing entrepreneurship training to teachers were all tested
in the questionnaire on a Likert scale of 1-5 and responses were subjected to statistical
analysis of mean, mode and standard deviation. The results of statistical analysis were

presented in Table 12 on the next page as shown. Since the study used the embedded mixed

56




design, the emerging themes from the qualitative analysis were presented side- by- side with
statistical analysis results.

Tablel2: Summary of the suggested mitigation measures to challenges faced by teachers

from microfinance loans by mean, and standard deviations.

Std.
N Mean Mode Deviation

Lowering interest rates 344 4.38 5 .940
Regulating lending rates 338 4.21 4 .907
Providing financial literacy 336 4.15 4 .950
Increasing take home incomes from 40% to 60% 339 3.96 5 1.158
Banning lenders from giving top up loans 343 3.34 4 1.356
Provide entrepreneurship trainings 344 4.19 4 .839
Government should provide low interest rates 344 4.55 5 743
MFI should increase loan repayment periods from 60 to 120 342 2.98 1 1.552
months

Lowering lending rates scored a mean of 4.38 with a standard deviation of .940, regulating
lending rates scored a mean of 4.21 and standard deviation of 0.90, providing financial
literacy to teachers scored a mean of 4.15 with a standard deviation of 0.950 while increasing
take home pay from current 40 percent to 60 percent scored a mean of 3.96 with a standard
deviation of 1.158,banning lenders from giving top up loans scored a mean of 3.34 with a
standard deviation of 1.158,provide entrepreneurship trainings scored a mean of 4.1 with a
standard deviation of 0.839 government should provide low interest loans scored a mean of
4.55 with a standard deviation of 0.743, MFI should increase loan repayment period from 60
to 120 months scored a mean of 2.98 with a standard deviation of 1.552. All the mitigation
measures were strongly supported apart from the notion that repayment period should be
increased from 60 to 120 months that scored the lowest mean of 2.9. All the scores were

based on a 5-point Likert scale as shown in Table 12.

4.5.1 Provision of Low Interest Loans.

From the interviews that were conducted with selected highly indebted teachers, four of the
five participants, suggested that government needed to provide low interest loans to teachers

so that they were not over-exploited by MFI that lent money at very high lending rates
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coupled with a lot of hidden charges that made borrowing not meaningful. One participant
suggested that,

The government is supposed to come up with an institution that will be giving civil
servants cheaper loans at low lending rates. This means that they will refrain from
borrowing expensive loans from microfinance.

These findings were supported by data from the questionnaire where the notion was strongly
supported with a high mean score of 4.38 and a very high mode of 5 meaning that almost
every teacher agreed that lowering lending rates would mitigate the challenge of high lending

rates.

4.5.2 Strengthening Regulatory Framework for MFI

Suggestions were given by most participants including the key informant from microfinance
service provider that lending regulatory framework should be strengthened to compel MFI to
practice professional financial lending practices, so that they did not lend money to teachers
on low pay making them become highly indebted. The teachers complained that there were
so many, money lenders some of whom, did not even appear on the pay slips, which had been
lending money to teachers irresponsibly without following the Central Bank’s laid down

procedures. One teacher suggested that:

I feel government should come up with strong regulatory board that | can call consumer
protection board which will regulate lending rates and help resolve some of the
challenges teachers face such as delayed refunds, wrong and prolonged over deductions
etc. the participant suggested. (Interview with highly indebted teacher; March, 2018).

4.5.3 Mitigating the Challenge of Delayed Refunds

Research has revealed that after one had refinanced or settled the loan, sometimes the loan
continued to run long after it had been cleared, according to the participants this could go on
for some time without the MFI terminating the loan. The procedure to recover the money was
difficult, tedious and not only time consuming but also expensive as the teachers had to travel
from their various rural locations to Solwezi where these MFI were found at their own
expense.

The other issue is that of delayed refund and double deduction. If regulatory framework
can be stiffened and made stronger than it is now in such a manner that any lending
institution that recovers twice or deliberately fail to payback promptly should do so at an
interest. You know it’s very painful and that really inconveniences someone.
Government should put in place measures to protect consumers.
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4.5.4 Mitigation of Credit Rating Bureau Non-Record Clearance.

Research revealed that the other challenge was non-clearance of CRB record after loan
repayment. There was a unanimous agreement among the interviewees with 3 of the 5 saying
that, CRB did not clear them after completing the loan repayment and, therefore, suggested
that MFI should ensure that they submitted clients’ details of the loan immediately their loan
came to an end so that their clients do not suffer when they want to access a new loan from

other institutions.

and also, the issue of CRB, the moment the loan is cleared; it is also supposed to be
updated in the system of the lender and submitted to CRB indicating that the loan had
run its full life span.

When a question was posed to the marketing manager of one of the major MFIs on how some
of the challenges faced by teachers from microfinance loan could be mitigated, she responded
by stating that;

Teachers also, before they borrow | think, need to be taught. They need some kind of

financial literacy where they know or they understand some of the implications
especially of rates and when they borrow for sixty months, what does it mean?

4.5.5 Providing Financial Literacy to Teachers.

Provision of financial literacy to teachers was another suggestion to mitigate the challenges
teachers faced because of microfinance loans. This was also supported by a very high mean
of 4.21 with a very high mode of 4 which means that most teachers agreed that provision of

financial literacy was needed among them.

4.5.6 Banning Lenders from Giving Top-up Loans

Banning of top up loans (loans given on an already existing loan) was another suggestion:
The responses strongly supported the notion with a mean of 3.34 supported with a median of
4 which is very high leading to a conclusion that most of the respondents agreed that banning
top up loans would minimise the challenges teachers were going through resulting from

microfinance loans.

4.5.7 Increasing Take Home Pay from Current 40 percent to 60 percent

Increasing the take home pay was another suggestion for mitigation of challenges teachers

faced because of microfinance loans. However, it was poorly supported with a mean score of
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2.98 while the standard deviation was 1.552 with a mode of 1. This notion was disputed by

many teachers.

4.5.8. Mitigation of Credit Rating Bureau non-clearance Record.

The study established that the other challenge was non-clearance of CRB record after loan
repayment. Some interviewed participants indicated that CRB did not clear after completing
loan repayment and, therefore, suggested that MFI should ensure that they submit clients’
details of a loan immediately their loan comes to an end so that their clients did not suffer

when they want to access a new loan from other institutions.

and also, the issue of CRB, the moment the loan is cleared; it is also supposed to be
updated in the system of the lender and submitted to CRB indicating that the loan had
run its full life span.

Summary

In the preceding chapter, the findings on sources of microfinance loans for teachers, the
opportunities teachers had from these microfinance loans, the challenges teachers faced from
microfinance loans and how they affected their performance and the mitigation strategies to
these challenges were discussed. In the next chapter, the discussions of findings are

presented.
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CHAPTER FIVE: DISCUSSION OF FINDINGS

5.1 Overview

In the previous chapter an analysis of questionnaire, interview, and document analysis results
was done. In this chapter, the findings presented in chapter four are discussed. Findings such
as sources of microfinance, lending rates, opportunities teachers have from microfinance
loans, challenges teachers faced because of microfinance loans and finally the mitigation
measures to the challenges faced by teachers from microfinance loans are discussed to bring
out their implication. However, not everything will be discussed only significant points
determined by the mean, mode, and or standard deviation are discussed in the proceeding

paragraphs.

5.2 Sources of Microfinance loans for Teachers

Sources as used in this study, refers to institutions or any other places where teachers borrow
money. Research findings established that the major source of microfinance loans for
teachers were formal microfinance. These included: Bayport, 1zwe, and Madison among
others and banks, though not much the focus of this research. Bayport came out as the
number one lender to teachers in Kasempa and Solwezi. However, the complaint echoed by
all respondents was that the lending rates of these MFI were very high ranging from 45
percent to 60 percent (see appendix E) such that these loans could not make a meaningful
contribution to sustainable development. The high cost of borrowing made it difficult for
borrowers to realize meaningful returns on their investment. What this means is that, since
loans are meant to be invested, if the cost of borrowing is very high (high lending rates), it
means the amount of profit (returns) to the borrower is reduced and if the cost of credit is
lower, the returns (profit) on the loan if invested are likely to be high with other variables
remaining constant. These findings were in contrast with Bacon’s Theory of “Commodities
and Discommodities of Usury” ", published in 1625 who argued that, “Money-lending is
necessary and should not be abolished, but should be regulated.” This theory supports money
lending but is against lenders from exploiting borrowers by charging high interest rates. The
researcher agrees with what Bacon advanced about money lending that it should be allowed
to operate so that it can provide capital and facilitate trade but government should keep a
close eye on lenders so that they do not exploit the borrowers by ensuring that the

relationship is not the “zero-sum gain” which means when one gains, the other loses but
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should be balanced one where both sides benefit in a situation where the lender makes a
profit and the borrower accrues a return on the investment from borrowed money(capital)
instead of working for loan repayment due to high lending rates just as argued by Bacon as
cited in Hannam (2010, p27) that , “Interest, then, is morally permissible, in so far as it gives
rise to great public benefits, so long as it does not exploit the desperation of the needy or
ignorant in such a way that they pay exorbitant rates of interest or find themselves caught in a
net of debt-bondage.” Charging of high lending rates by lenders is also contrary to the theory
of microfinance itself by Muhammad Yunus whose belief is that microfinance can foster
development from the low-income earners-bottom poor through the provision of low interest
loans to them. In fact, another ardent critic of microfinance Schick (2013, p.13) also argued
that:

The fairy of tale of microfinance is beginning to show cracks. The impact on poverty
alleviation may be an illusion, and the social microfinance industry faces increasing
criticism for exploiting and over-indebting poor customers in the service of high
interests and in pursuit of profits although the social mission of microfinance places
particular importance on protecting customers.

However, this study established that if teachers acquired their loans from either commercial
banks or the government Public Service Microfinance Company, they could access cheaper
(low lending rates) and more sustainable loans which could enable them yield returns on their
investments as these sources had low lending rates ranging from 18 percent to 26 percent

with less hidden charges (refer to loan schedules attached in appendix E).
5.3 Opportunities teachers had from microfinance loans.

5.3.1 Land or home Ownership

Land or home ownership was the second highest opportunity on which many teachers spent
their loan money constituting 117(28 percent), the study findings established. Land was
considered as an investment as it gained value as time passed and land is one of the major
factors of production and production is key to economic growth. It was the researcher’s view,

therefore, that this opportunity could be said to contribute to sustainable development.

5.3.2 Upgrading of Level of Education

The respondents who spent their loans on upgrading education were 134(32.1 percent)
constituting the biggest utilisation of microfinance loans among teachers. Education could

only be considered to be an investment; however, if it earned an individual more money as a
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result of acquiring it either by direct promotion at work or by applying the knowledge
acquired to generate more income otherwise, it could also be another form of consumption
and hence making negligible contribution to sustainable development. This meant that
education could be both consumption and investment depending on the outcome. Moreover,
it was noted that some teachers had not had their salaries increased after upgrading their level
of education. According to Human capital theory, though not the theory that anchors this
research, higher education should lead to higher earnings but in this case, it meant this
education acquired by these teachers whose salaries were not reassessed into a higher scale of
their new qualification, was mere consumption as much of it could not be applied outside
their profession to generate extra income for them apart from it being a public good and the
satisfaction and prestige of having a higher qualification.

5.3.3 Car Ownership

Those who used a loan to buy a car were 36(8.6 percent). If the car was a luxury one rather
than a utility type, it meant that their loans were spent on consumption which could not
contribute to sustainable development as a car increased expenses putting more pressure on
the already reduced salary due to loan repayment. In fact, another factor that influenced
borrowing, according to Schicks (2013), was sociological. Viaud and Roland (2000), as cited
in Schicks (2013,p38) contended that, “the pressures of consumer society and materialism
may lead consumers to overspend and borrow beyond their limit as people in materialistic
societies, may borrow instead of satisfying basic needs, but spend on consumption to build
their identity,” (Duesenberry, 1990 and Christen & Morgan, 2005) as cited in Schicks (2013)
argued that social inequality and social comparison may drive lower income groups to
borrow irresponsibly to keep up with the consumption levels of their rich peers. This view is
in line with (Tembo, 2014) that made a similar observation by stating that consumption habits

were high among GRZ employees.

5.3.4 Solving Social Problems

The study findings revealed that 65(15.6%) of the respondents spent their loan money on
solving social problems. This was another example of consumption. This group did not
contribute meaningfully to sustainable development. Unfortunately, this was in line with the
observations made by many scholars (Fraser, 2015 and Roodman, 2011) that money from
microfinance loans was spent on consumption. Loans are meant to be invested and not to be

consumed to be spent on things that do not generate income as doing so reduces one’s income
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through loan repayment deductions. The salary can be used for consumption and a bit of
savings but not a loan just as pointed out by one MFI manager that “loans are for investing

and not for consumption.”

5.3.5 Business Investment

Those who had invested in a business were 65 (15.6 percent). This is considered as loan well
spent towards contribution to sustainable development though the type of businesses the
respondents were engaged in was not explored. The findings of this study had shown that not
all the teachers borrowed for consumption. Some borrowed for genuine business investment.
Others had succeeded while some had not. This low success rate could be attributed to
teachers’ lack of knowledge on real investment opportunities and lack of ample time to
manage their businesses due to the demands from their work place. One participant
mentioned that:

To me, | feel that not all the loans that we teachers have got have given us enough

profit. Also, what makes the matters worse is we are not the only people engaged in

that form of business. We are in competition with people who are in business full time

while we do it on part time. Anyway, some are making it, for example... he mentions

one prominent business man who runs a chain of wholesale and retail shops who is a
teacher.

5.3.6 House-hold Goods

The study findings revealed that about 37 respondents constituting 7 percent of the
respondents that participated in a survey indicated that they had borrowed to purchase house-
hold goods. Though the number seemed relatively smaller, this behaviour constituted
consumption. Money spent on buying a TV set, refrigerator, cooker, furniture etc. could
easily be saved rather than acquiring a loan. A loan spent in such a manner could not
contribute to sustainable development instead it could reduce the income of the borrower as
these items do not bring cash flow during the time the loan will be running. Loans are meant
for investment so that they can improve the standard of living of the borrowers so that
through these investments, they can contribute to sustainable development. A good example
of consumption and investment would be a teacher who acquires a loan and buys cattle; the
cattle will breed and after the end of the loan period let’s say 60 months, those animals will
have multiplied the value of the initial capital. On the other hand, if another teacher bought a
TV set or refrigerator at the end of a five-year period, these assets will not gain any value

instead they will have depreciated.
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Respondents that spent their loans on solving social problems were 75 representing 14.1
percent, while those that spent their loans on purchase of house-hold goods were 37
representing 7 percent and those who spent their loan on car purchase were 44 representing
8.2 percent. Combined total of those who spent loans on social problems, those on car
purchase and purchase of house hold goods was 156 respondents constituting 29 percent
spent their loan money on pure consumption, a scenario that was detrimental to sustainable
development. This was contrary to the principles of sustainable development which
advocated for change of lifestyles by adopting more sustainable lifestyles which limited
consumption. These findings were at variance with the theory of microfinance which
expected the poor to use the loan money to invest in a business to improve their livelihoods
and lift them from poverty.

5.4.0 Challenges Faced by Teachers from Microfinance Loans.
5.4.1 Delayed Refunds.

The challenge of delayed refunds came out strongly from at least 3 of the 5 participants
interviewed. It was reported that the process of refunding was slow and frustrating. It
came to light that when one refinanced an existing loan, instead of stopping, the MFI
deliberately continued to deduct until after a long struggle. The study further revealed
that after a wrongful deduction had been made, the affected teacher had to wait until a
good two weeks or even a month to be given a refund by the lender. To be precise, it
was disclosed that it was mainly after 10" of every month when government through
PMIC remitted money to the MFI of the affected otherwise the teacher had to wait for
10 to 14 days after pay day to receive the payment. If the amount was big, and if a
teacher had other loans, there was disruption in their normal way of life on the part of
the affected teachers. This could been seen from one teacher who lamented by saying
that:
Then the other challenge is when for example, you refinance a loan or you get a top-
up, you will find that it takes a long and tedious procedure for them to give you back
your money. | have a very clear experience which | went through with one of the
lenders. The loan was finished, but they continued to deduct. Now for me to get back
the money they deducted, it took me a long period of time, which was
inconveniencing because they had already recovered their money but | could not
access my money which | would have used on other things. Meanwhile you have to

rely on a small salary. Money was paid after several follow-ups from Kasempa to
Solwezi.
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These findings were further confirmed by the high mean from the quantitative results which
had a high mean of 4 and a standard deviation of 1.050 with response skewed towards ‘agree’
on a 5 scale Likert scale which meant that the majority of respondents agreed that the
challenge of delayed refund was real. The effects of delayed refunds were dire for the
teachers and their families.

These findings revealed a breakdown in communication between the PMIC (government
payroll management system) and MFI where if a loan was repaid, information between the
two parties could not flow quickly enough to stop the deduction. The study further
established that these delayed refunds were common after loan refund, repayment or top up
on an existing loan. This whole seemingly confused situation, benefited the lenders who
continued to use the client’s money with impunity before refunding it without interest. One
can only imagine how much money these MFIs held for teachers and used from the whole

country.

5.4.2. Indebtedness

The study established that teachers had loans with some of them earning low salaries
hovering between 40 and 50 percent of their net pay translating to between K1800 and
K3000, which was below Zambia’s monthly basic needs basket for a family of five for the
month of March, 2018 as determined by Jesuit Centre for Theological Reflection (2018).
These study findings were further reaffirmed by the survey results where a mean score of 4
was scored, on a five-point Likert scale which meant that they agreed that indebtedness was a
serious challenge teacher faced from microfinance loans. These findings were in line with
Schicks (2013) and Hudon (2009), who pointed out that, over - indebtedness was currently
one of the most serious challenge in microfinance, endangering both social impact on the
consumer and the industry’s stability. Moreover Schicks, (2013) further disclosed that over
indebtedness had the potential to push customers further into poverty, accompanied by the
material, psychological, and social consequences of debt. From what the study established, it
was clear that the findings on indebtedness were contrary to Bacon’s Theory which was
against the lender trapping the borrower in debt bondage but argued that debt should be for
the public good.

These findings are in line with indebtedness findings also highlighted by Maake (2017, p. 12)

who stated that “The department of public service and administration wants help in taking the
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massive debt burden of civil servants and has therefore put the process out to tender.” The
article further highlights that the badly hit were nurses, police officers and teachers who
earned between R8000 and R13000 a month, from the usual R20000 to 22000.
In fact, one of the participants had this to say:

I had K900 on my payslip in 2016 of which that same money was supposed to cushion

all the requirements in my home including rentals. Rent | was supposed to pay K600, and

then | had to settle bills for electricity and as well as pay the balances of school fees for
my children, imagine.

It is not every teacher who was highly indebtedness but those who were, they suffered
from the material, social and psychological consequences of debt as earlier alluded to
by Schicks. It is hard to imagine how a teacher could survive in 2016 on a salary as low
as K900; paying rent, children’s school fees, buying food, paying water and electricity
bills. This information was collected from real teachers describing their personal lived
experiences regarding the consequences of over and multiple borrowing from

microfinance loans.

5.4.3 Lack of Consumer Protection against Unethical Financial Practices

Lack of consumer protection against unethical financial practices by MFI came out strongly
as one of the most serious challenges faced by teachers from MFI. One regulatory instrument
to avoid lenders from giving loans to clients, who were not eligible because their net pay was
too low, was the 40 percent threshold of one’s gross pay. Research revealed that some lenders
especially the informal ones such as shylocks and village bank were lending money to clients
whose net pay was too low. These findings were in congruent with those of Graham and
Cameron (2000) as cited in (Schicks, 2013) who argued that despite MFIs being aware of
lending to customers with low, unstable incomes, and low wealth levels, they could
overestimate their customers’ returns on investment and failed to consider the fact that a large
share of their loans was not actually put to productive use. This argument applied to the
findings of this study which showed that not all loans were utilised on productive areas
judging from how teachers listed as opportunities. This unethical conduct had unfortunately
continued with impunity. The practice had driven some teachers into poverty and serious
suffering and was counter-productive and in contrast with many theories including the theory
of sustainability and microfinance whose goal was not to drive people into poverty but take
them out of it. The theory of Usury and Discommodities by Bacon also argued that money-

lending for interest is useful in some circumstances, but that the conditions under which
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money bargains should be made, and that the subsequent relationship that pertains between
the lender and the borrower needed to be in constant check (Hannam, 2012).

However, Schicks (2013) looked at this problem differently as she argued that a customer
protection perspective should resist the temptation of finding faults only with lenders. It
should also consider the role that borrowers themselves play in destructive credit. Sometimes,
to a certain extent, protecting borrowers from over-indebtedness may mean protecting them
from themselves. The researcher finds Schicks notion plausible as the Zambian conditions of
service for public workers code of 2003, classified indebtedness as indiscipline and was,
therefore, a chargeable offence. This just showed that the borrower had a responsibility over
their actions leading to over and or multiple borrowing. Teachers have the responsibility to

borrow sustainably by not borrowing beyond their capacity to pay back.

5.4.4 High Lending Rates

Research findings revealed that high lending rates were one of the biggest challenges faced
by borrowers of microfinance loans. The parameters to which the microfinance lending rates
were measured against were those of commercial banks at 28 percent and public service
microfinance at 10 percent on short term loans and at 18 percent on long term loans while
microfinance charge lending rates of between 46 percent and 65 percent respectively
sometimes even beyond as can be seen from appendix F. These findings were a clear opposite
of what the microfinance theory by Yunus that believed that the provision of low interest and
collateral free loans to the poor could foster development from the bottom poor and in total
contrast to the views of Bacon the profounder of the theory of the ‘balance of commodities
and discommodities of usury’ whose policy recommendations involved a two-tier interest
rate cap: a five percent ceiling on retail lending, with no tax or restraint on trade, and a rate of
nine per cent for commercial lending, to be conducted only by licensed lenders, who would

pay a small tax to the state (Hannam,2012).

Hannam (2012) continued to say that that interest, then, is morally permissible, only if it

gives rise to great public benefits, and that long as it does not exploit the desperation of the

needy or ignorant in such a manner that they pay exorbitant rates of interest or find

themselves caught in a net of debt-bondage. However, these findings were in line with the

observation made by Schicks (2013, p. 13) who said that, “The impact on poverty alleviation

may be an illusion, and the social microfinance industry faces increasing criticism for
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exploiting and over-indebting poor customers in the service of interest and profits although
the social mission of microfinance places particular importance on protecting customers.”
The challenge of high lending rates as highlighted by many scholars such as (Ledgerwood,
2010; Okoye & Siwale, 2017 and Hickel, 2015) presents what one would call a missed
opportunity. Microfinance has an opportunity to foster development and eradicate poverty
among the poor as what they need (the poor) are small amounts of capital which main stream
finance cannot provide. To the contrary, MFIs have taken an advantage to exploit the poor
even in situations where the risk is low such as payroll-based lending where the borrower’s
debt is tied to the salary. Hickel (2015) as cited in (Okoye & Siwale, 2017) argued that
allowing high lending rates in microfinance to reach such high levels would be like endorsing
microfinance as a socially acceptable mechanism for extracting wealth and resources from

the poor.

The further contrast was also clear even with the theory of sustainable development
especially the economic pillar, which according to University of Alberta Advisory Committee
on sustainability (2010, P. 2) ensures that, “Human communities across the globe should be
able to maintain their independence and have access to the resources that they require,
financial and other, to meet their needs. Economic systems and resources such as secure
sources of livelihood should be intact and available to everyone.” However, with current

trends in microfinance, resource acquisition is skewed towards the rich.

The implications of these findings, therefore, were that the need for cheaper sources of
microfinance in the economy could not be underestimated. For a country to achieve economic
growth, its citizens should have access to affordable finance-loans at low interest rate. If the
cost of borrowing was high, as it is now, with microfinance lenders charging lending rates
ranging from 45 percent to 65 percent (see appendix E showing lending rates for MFI); the
borrower could not yield enough returns on whatever investment to easily payback the loans.
Take for instance if one borrowed K50, 000 would pay K161, 460 at the end of the 60 months
loan repayment period. The current scenario favoured MFI’s most of which are foreign
owned. For example; l1zwe is from South Africa, Ned fin-a subsidiary of NED Bank in South
Africa, Bayport much of its major share- holding is in South Africa with its head-quarters in
Mauritius a purported tax haven, Madison finance has also major share- holders in South
Africa with of course with a few Zambians. What this meant was that the billions government

paid to civil servants as salaries and wages were systematically syphoned through deductions
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from teachers and other government workers- a clear example of externalisation. This
externalisation in turn puts pressure on exchange rate of this country as this externalised
money has to be converted into US dollar or other foreign convertible currencies further
contributing to the weakening of the Kwacha. This scenario makes imported capital goods
such as tractors, commercial vehicles and other capital machinery needed for investment very
unaffordable to the country. One would, therefore, easily guess how much these microfinance
loans are contributing to sustainable development in Zambia today.

5.5 The effects of the Challenges of Microfinance Loans on Teacher Class room
Performance.

This section presents the discussion of findings of effects of microfinance loans on teacher
performance. These findings tried to address the following objective: to explore the
challenges faced by teachers as a result of microfinance loans in order to establish their
effects on teacher performance for sustainable development. It was guided by the following
research question: What are the effects of microfinance loans on teacher classroom
performance? From table 13 as shown, there was a mean of 2.49 with a standard deviation of
1.301 for the responses of ‘teachers who had too many loans did not attend to their classes
regularly as they spent much time looking for money outside the school.” The average
response to the question about pupils for teachers with many loans not performing well
during final examination scored the lowest mean of 2.47 with a standard deviation of 1.313
and was, therefore, the least supported notion. This meant that the teachers who participated
in survey felt that loans did not affect teacher performance in a classroom. On the other hand,
the notion that teachers with too many loans generally felt demotivated to work scored a
mean of 3.25 with a standard deviation of 1.323. This notion was strongly supported with a
high mean of 3.25 skewering towards agree. These findings indicated that teachers felt that
loans had less effect on teacher overall classroom performance but generally agreed that
teachers with many loans (indebted) were generally demotivated to work. Nonetheless, a
slight variation in the findings between the quantitative and qualitative responses was

noticed.

These findings indicated that among the respondents from a survey, there was a general
feeling that the loans had little effect on teacher performance apart from being demotivated.
Despite a unanimous agreement on the notion that indebted teachers were generally

demotivated, the interviewed participants in their qualitative lived responses, emphasised that
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the loan burden had impacted negatively on their general performance at work due to other
social problems that emanated from their indebted situation. One could argue that there were
many factors that affected teacher performance and it would, therefore, be difficult to isolate
effects of microfinance loans, but the argument by the researcher was that, the 5 teachers,
who themselves were indebted by microfinance loans, disclosed that it was difficult for them
to focus on work because they had to think of where to get money to feed their families, take
children to school, cloth themselves and children on a salary of 1500 or K2000. Figure 6 in
chapter 4, shows that 32.2% of the 336 teachers that participated earned a salary of between
K1500 to K2, 500 after loan deduction. In fact, when the research was being carried out, the
monthly basic needs basket for the month of March for a family of five stood at K5, 500
(JCTR, 2018).

From the quantitative views of respondents to which the qualitative views were subordinate
in this study, it was clear that there was no absolute effect of microfinance loans on teacher
classroom performance despite the a few highly indebted teachers saying there were some
effects. However, it was the researcher’s view that for now, it seemed that microfinance loans
had no reasonable effect on teacher performance, but if the situation continues to deteriorate,
microfinance loans have the potential to compromise the quality of education in the near
future and if this happens, it will be hard to achieve sustainable development as education is
anchor of development. Moreover, evidence from contemporary studies is indicating that
teachers with a better pay were more likely to spend more hours in school than those that
earned less. Evans (2018, p.2) argued that, “when salaries are too low, teachers often need to
take on additional work which can reduce their commitment to their regular jobs and lead to
absenteeism, or likely to be one of the main reasons why teachers perform poorly; have low
morale.” One would doubt if such teachers would spend adequate time in diverse and
rigorous pedagogical preparations for their classes as such activities require time, dedication,

innovation and sober mindedness.

5.6. Mitigation of Challenges faced by Teachers from Microfinance Loans.
5.6.1 High lending Rates

From appendix ‘E’, it is evident that the lending rates were very high; therefore, the need for
reduced rates could not be over emphasized. These high lending rates were in contrast with
Bacon’s Theory of Discommodities and Commodities of Usury which recommended low

interest rates that should not hurt the borrower. Hannam (2012, p.48) interpreting Bacon’s
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theory said that “Interest, then, is morally permissible, in so far as it gives rise to great public
benefits, so long as it does not exploit the desperation of the needy or ignorant in such a way
that they pay exorbitant rates of interest or find themselves caught in a net of debt-bondage.”
The following, therefore, came out as mitigation measures: government to provide low
interest loans to teachers. Government should regulate lending rates as recommended by
Bacon who said that, “money-lending for interest is useful in some circumstances, but that
the conditions under which money bargains are made, together with the subsequent
relationship that pertains between the lender and the borrower should be in constant check,”
(Hannam,2010, p27).

5.6.2 Delayed Refunds

Punitive measures should be put in place to protect borrowers from lenders who take

advantage and use the money without paying interest. One teacher lamented that:

The other issue is that of delayed refund and double deduction. If regulatory framework
can be stiffened and made stronger than it is now in such a manner that any lending
institution that recovers twice or deliberately fails to payback promptly, should do so at
an interest.

Meanwhile, this whole seemingly confused situation, benefited the lenders who continued to
use the client’s money with impunity before refunding it without interest. One can only
imagine how much money these MFIs held for teachers and used for the whole country. So,
there were suggestions from participants that stiffer penalties should be introduced to deal
with erring MFI’s when they delayed to refund. The question was how do they effect a
deduction without delay? They did not delay to start recovering their money. This was
contrary Bacon’s theory which stated that, “lending is morally permissible, in so far as it
gives rise to great public benefits, so long as it does not exploit the desperation of the needy

or ignorant,” (Hannam, 2012).

5.6.3 Indebtedness

The suggestion that government should ban lenders from giving top-up loans was very much
supported by many respondents with a mean score of 4.8 for those who strongly agreed and 1
for those who strongly disagreed. Top up loans put teachers in a loan vicious cycle where

every space on the payslip becomes field up with a loan.
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Increasing take home incomes from 40% to 60% was another suggestion which was strongly
supported by respondents with a mean of score of 4.85 in favour as ‘strongly agree’ while
only a mean score of 1 represented those who strongly disagreed. On average, across the non-
management scales: F and G 40 percent of the gross ranges between K1800 for F, and about
K2, 200 for H.

If one critically compared these figures to the monthly food basket for a family of five in
Lusaka in the month of March which was at K5,500 as determined by (JCTR,2018) basic
needs basket when this research was carried out, would easily come to a conclusion the 40
percent thresh hold was contributing to teacher indebtedness. It is from this background that
the suggestion of increasing take home to 60 percent of the gross as opposed to the current 40

percent was arrived at by the researcher.

Summary

In this chapter, all the major study findings such as sources of teacher microfinance loans,
opportunities teachers had from microfinance, challenges teachers faced from microfinance
loans and their implications on teacher performance were discussed and the next chapter

looks at conclusions and recommendations.
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CHAPTER SIX: CONCLUSIONS AND RECOMMENDATIONS
6.1 Overview

In the previous chapter, the discussion of study findings on the sources of microfinance,
opportunities and challenges teachers faced because of getting microfinance loans in Solwezi
and Kasempa districts was the major focus. These were discussed according to the objectives
and research questions of the Study. This chapter serves to make a conclusion of the
dissertation and makes some recommendations and suggestions for future research. The study
was explored with a focus on four objectives: to ascertain the sources of teacher microfinance
loans in order to compare lending rates for their sustainability in achieving sustainable
development, to identify the opportunities the teachers had from microfinance loans to
determine how loans were utilised for sustainable development, to explore the challenges
faced by teachers as a result of microfinance loans in order to establish their effects on
teacher performance for sustainable development, and to suggest mitigation strategies to the
challenges teachers faced from microfinance loans to achieve sustainable development. From

the findings the researcher drew the following conclusions therefore:

6.2 Conclusion

Sources of Microfinance for teachers: The study findings revealed that the major source of
microfinance loans was formal microfinance such as Bayport, 1zwe among others. In fact,
teachers had loans with Bayport and Izwe followed by banks. Research further revealed that
these sources charged high interest on their loans making their contribution to sustainable
development negligible. However, the study findings established that banks and Public
service microfinance had lower lending rates and were therefore a sustainable source of
microfinance that could contribute to sustainable development if made available in time and

on demand.

Opportunities teachers had from Microfinance Loans: Research findings revealed the
following as the main opportunities teachers had from microfinance loans: chance to own
land or a home, buy a motor vehicle, upgrade their level of education, solve social problems,
purchasing house hold goods and to invest into a business. However, it was discovered that
not all opportunities could contribute to sustainable development because some were purely
consumption such as solving social problems and purchasing of house hold goods and motor

vehicles. Despite the varying opportunities that microfinance presented to teachers, the most
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notable ones were education which stood at 30.1 percent and land/home ownership which
stood at 25.2 percent followed by business investment which stood at 15.2 percent. The
researcher concluded that foregone stated opportunities had the potential to eradicate poverty
and contribute to sustainable development. Meanwhile, the remainder of about 29.5 percent
spent on consumption (solving social problems, car ownership and purchase of house hold
goods) which they mistakenly thought were opportunities). The researcher felt that if teachers
took up some insurance policies such as health and funeral (including extended family
members), they would reduce on loan money they spent on solving social problems which
stood at 14.1 percent which was quite a drain on their salaries. What was unfortunate was that
as passionate as the reasons for spending loans on social problems would sound, they don’t
contribute to sustainable development.

Challenges faced by teachers from microfinance loans: Research findings indicated that
teachers faced many challenges from microfinance loan ranging from: delayed refund after
wrong deduction, high lending rates, lack of protection from unethical financial practices,
reduced monthly income, personal hardships, and indebtedness among others. The challenge
of indebtedness and high lending rates raised a particular concern to the researcher as they
seemed to negate the small benefits that came from microfinance loans. Lending rates were
very high for example from appendix E, if one borrowed K50, 000 in 60 months would pay
back K161, 460! Such rates would surely raise doubts how microfinance could eradicate
poverty and in turn contribute to sustainable development. From such evidence the, the
researcher concluded that largely these microfinance entities are sustaining poverty among

most teachers rather than alleviating it.

Mitigation Measures to challenges Faced by Teachers from Microfinance Loans: It was
revealed by the research findings that the following would help mitigate the challenges
teachers faced by obtaining microfinance loans: lowering interest rates, strictly enforcing
regulatory framework against unethical financial lending practices, increasing take home

from current 40% to 60%, enforcing the 40% thresh-hold on loans among others.

The theory of microfinance was disconfirmed as the results of this study had shown that: the
lenders charged very high interest on loans which was contrary to the theory which advocated

for low interest loans especially to women. The other contrast was that teachers were
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spending money on house hold goods, cars and solving social problems which constituted
consumption instead of investing the loan so that it could eradicate poverty. The research
findings did not consistently support the theory of Commodities and Discommodities of
Usury which was against lenders exploiting borrowers by taking advantage of their
desperation by charging interest rates beyond the recommended 9 percent retail lending by
the theory. This study established that lenders charged high rates as high as 100 percent. The
theory discouraged illegal money lending such as shylocks (Kaloba) but the findings of this
study showed that though only a small percentage, teachers also borrowed money from illegal
sources; the idea which was not supported by this theory. However, in the area of
microfinance lending regulation, a notion echoed through-out the study by many scholars,
was supported by the theory of Commodities and Discommodities of Usury, which stated that
money lending was essential and should not be abolished, but that it should be regulated by
the state and it further insisted that the conditions under which money bargains should be
made, together with constant checking of the subsequent relationship that obtained between
the lender and the borrower.

The researcher further concludes that the fears and concerns Yunus had when he introduced
microfinance loans were slowly manifesting in modern commercialised, profit driven and
portfolio growth motivated microfinance. Nicolas (2007, p.5) disclosed that, “when he
(Yunus) met a basket weaver who explained to him how she was dependent on the money
lender for purchase of materials, he realized that the largest part of her profits was going to
the money lender and not to her, nor to her family.” Unfortunately, there is an indication from
the study findings that most teachers might be working more for the lenders than for

themselves and their families.

6.3 Recommendations

(a) Government needs to fully recapitalise the Public Service Microfinance
Company so that it can continue giving low interest loans that can reduce
externalisation as most MFIs are foreign so as to foster sustainable
development.

(b) The central bank should deal firmly with microfinance institutions that give
loans to teachers with low net pay below the 40 percent thresh hold.

(c) MFI need to be compelled by law to provide financial literacy training to their

clients before any loan contracts are signed.
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(d) Government, through the Bank of Zambia, should give a specific period to
MFI within which they should refund their clients in case of a wrong
deduction.

(e) Government needs to consider decentralising Public Service Microfinance
Company for easy accessibility especially to those in rural parts of the
country.

(f) The 40 percent thresh hold should be revisited by government so that it is not
the same across salary scales because for officers in lower salary scales such
as G, F and lower, the 40 percent (between K1800 and K2200) actually makes
them earn less than the cost of the food basket and could be considered as
another contributor to teacher indebtedness as one would be indebted even
with only one loan.

(9) To reduce the risk of losses, teachers should form co-operatives and employ
experts to run their business investments or invest their loans in money

markets where experts can grow it hustle free.

6.4 Suggestions for Possible Future Research

This study looked at the sources of microfinance loans, opportunities teachers had from them,
challenges they faced and how they could be mitigated in in Solwezi and Kasempa districts.
A recommendation is, therefore, made for a more robust study to be carried out which could
cover all the 10 provinces of Zambia. Further research could be carried out to examine how

much money is externalised by MFI from teacher loan deduction.
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APPENDICES

APPENDIX A: A CONSENT FORM

THE UNIVERSITY OF ZAMBIA

L LLE N

DIRECTORATE OF RESEARCH AND GRADUATE STUDIES

Telephone: +260 — 1 — 290258/Ext. 2208 PO Box 32379
+260 — 1 —293937 Lusaka, Zambia
E-mail drgs@unza.com

HUMANITIES AND SOCIAL SCIENCES RESEARCH ETHICS COMMITTEE

CONSENT FORM
Informed Consent Form for Teachers and Microfinance Service providers who we are inviting
to participate in research titled: “Teachers and Microfinance Loans: Examining Sources,

Opportunities for Sustainable Development in Solwezi and Kasempa-Zambia.”

I am Munshi Hussein Jacob a Master’s student at the University of Zambia, School of Education
studying Master of Education in Education and Development.

This Informed Consent Form has two parts:
+» Information Sheet (to share information about the study with you)
+» Certificate of Consent (for signatures if you choose to participate)

«» You will be given a copy of the full Informed Consent Form
Part I: Information Sheet

Introduction

| am conducting a research on Teachers and Microfinance Loans: Examining sources,
Opportunities and Challenges for Sustainable Development. The study examines: sources of
microfinance loans, opportunities teachers have and the challenges they face from microfinance
loans in order to achieve sustainable development. | am inviting you to participate in research. You
are free to talk to anyone you feel comfortable talking with about the research and you can take time to
reflect on whether you want to participate or not. If you do not understand some of the words or concepts, |
will take time to explain them as you go along and you can however still ask questions at any time.
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Purpose of the research

Microfinance loans have become a hot topic among teachers and other civil servants of late, yet the
opportunities and challenges teachers face from these loans and their contribution to sustainable
development have not been clearly explored and understood. The knowledge that this research will
generate might help teachers better utilise the opportunities these loans present and therefore contribute to
their personal development and development of this country at large. Your participation will involve you

taking part in a 30-minute interview with the researcher.

We are inviting you to take part in this interview because we feel that you have a vast experience in
matters of loans can contribute much to our understanding and knowledge of what experiences teachers

have from microfinance loans.

Voluntary Participation
Your participation in this research is entirely voluntary. It is your choice whether to participate or not. If

you choose not to participate at all nothing will happen to you.

Procedures

You will participate in an interview with me (Munshi Jacob). During the interview; | will sit down with
you in a comfortable place to you probably within the school. If it is better for you, the interview can take
place in your home or a friend's home. If you do not wish to answer any of the questions during the
interview, you may say so by asking me to skip and move on to the next question. No one else but me
will be present unless you would like someone else to be there. The information recorded is confidential,
and no one else except me and my supervisor Dr. Masaiti Gift will have access to the information
documented during your interview. The entire interview will be tape-recorded, but no-one will be
identified by name on the tape. The tape will be kept in my brief case which is lockable with combination
key. The information recorded is confidential, and no one else except me and Dr. Masaiti Gift will have
access to the flash containing recording of your interview. The recording will be destroyed after 40 weeks
from today.

Risks

We are asking you to share with us some very personal and confidential information, and you may feel
uncomfortable talking about some of the topics. You do not have to answer any question or take part in the
interview/survey if you don't wish to do so, and that is also fine. You do not have to give us any reason for
not responding to any question or for refusing to take part in the interview OR if for example, you feel that
the discussion is on government policies and or community beliefs, you are free to refrain. There is a risk
that you may share some personal or confidential information by chance, or that you may feel

uncomfortable talking about some of the topics. However, we do not wish for this to happen. You do not
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have to answer any question or take part in the interview/survey if you feel the question(s) are too personal
or if talking about them makes you uncomfortable or risk your life.

Benefits

There may be no direct benefit to you, but your participation is likely to help us find out more how to make
microfinance loans more beneficial to teachers in general.

Reimbursements

Unfortunately, you will not be provided with any incentive to take part in the research.

Confidentiality

The research being done in the school may draw attention and if you participate you may be asked
questions by other people in the within the school. We will not be sharing information about you to anyone
outside of the two authorized people earlier mentioned i.e.me and my supervisor. The information that we
collect from this research will be kept private. Any information about you will have a code instead of your
name. Only the researchers will know what your number is and we will lock that information up with a
lock and key. It will not be shared with or given to anyone except as stated earlier.

Sharing the Results

Nothing that you tell us today will be shared with anybody outside the research team, and nothing will be
attributed to you by name. The knowledge that we get from this research will be shared with you and

you’re your school.

Right to Refuse or Withdraw

You do not have to take part in this research if you do not wish to do so, and choosing to participate will
not affect your job or job-related evaluations in any way. You may stop participating in the
interview/survey at any time that you wish without your job being affected. | will give you an opportunity
at the end of the interview/survey to review your remarks, and you can ask to modify or remove portions

of those, if you do not agree with my notes or if I did not understand you correctly.

Who to Contact
If you have any questions, you can ask them now or later. If you wish to ask questions later, you may

contact any of the following: Munshi Hussein Jacob on: 0964887794/jabsmu@gmail.com This proposal
has been reviewed and approved by the University of Zambia Ethics Committee, which is a committee
whose task it is to make sure that research participants are protected from harm. If you wish to find about

more about contact: +260 — 1 — 290258/Ext. 2208 P.O. Box 32379 Telephone: +260 — 1 —
293937 Lusaka, Zambia E-mail: drgs@unza.com
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Part 11: Certificate of Consent
I have been invited to participate in research about Teachers and Microfinance loans: examining sources,

Challenges and Opportunities for Sustainable development.

I have read the foregoing information, or it has been read to me. | have had the opportunity to ask
questions about it and any questions | have been asked have been answered to my satisfaction. I consent
voluntarily to be a participant in this study

Print Name of Participant
Signature of Participant
Date

Day/month/year
If illiterate

I have witnessed the accurate reading of the consent form to the potential participant, and the individual
has had the opportunity to ask questions. | confirm that the individual has given consent freely.

Print name of witness Thumb print of participant

Signature of witness
Date

Day/month/year

Statement by the researcher/person taking consent

| have accurately read out the information sheet to the potential participant, and to the best of my
ability made sure that the participant understands.

I confirm that the participant was given an opportunity to ask questions about the study, and all
the questions asked by the participant have been answered correctly and to the best of my ability.
| confirm that the individual has not been coerced into giving consent, and the consent has been
given freely and voluntarily.

A copy of this ICF has been provided to the participant.
Print Name of Researcher/person taking the consent

Signature of Researcher /person taking the consent
Date

Day/month/year

1 A literate witness must sign (if possible, this person should be selected by the participant and should have no connection
to the research team). Participants who are illiterate should include their thumb print as well.
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Appendix B: QUETIONNAIRE FOR TEACHER RESPONDENTS

THE UNIVERSITY OF ZAMBIA

DIRECTORATE OF RESEARCH AND GRADUATE STUDIES
QUETIONNAIRE FOR TEACHER RESPONDENTS

I am Munshi Hussein Jacob a Master’s student at the University of Zambia, School of
Education studying Master of Education in Education and Development. | am conducting
a research on Teachers and Microfinance Loans: Examining sources, Opportunities and
Challenges for Sustainable Development. The study examines: sources of microfinance loans,
opportunities teachers have and the challenges they face from microfinance loans in order to
achieve sustainable development. | would like to assure you that you have been randomly
selected to take part in this study voluntarily by means of this questionnaire. The
questionnaire has five (5) sections; A, B, C, D and E. Answer all questions that apply to you.
You are requested to respond to all questions as truthfully as possible. Indicate your
responses as instructed. It should take no longer than 15 minutes of your time. The
information given will be considered confidential and used only for academic purposes. You
reserve however, the right to accept or refuse to participate in this study. You may terminate
your participation at any time without having to give an explanation. Please do not indicate
your name or contact details on the questionnaire. Your identity as a participant will be

kept anonymous in accordance with the provisions of the laws.

SECTION A: SOCIAL DEMOGRAPHIC CHARACTERISTICS

INSTRUCTIONS: Kindly tick [V] or indicate your desired response (s) in the spaces [...]
provided.

You are free to select more than one response as long as it applies to you.

1. Gender (i) Male [ ] (ii) Female [ ]

2. District: Solwezi [ ] Kasempa [ ].

3. Years of service (i) 1-5 [ ] (ii) 6-10 [ ] (iii) 11-15 [ ] (iv) 16-20 [ ] (v) above 20

4. Indicate YOUT Q. ....viuuiiniit et

5. Indicate post held: (i) head teacher-pri[ ] (ii) head teacher-sec[ ] (iii) class teacher (iv)
subject teacher[ ] HoD[ ] pre-sch. Teacher] ]

88



6. What is your salary scale? (i) E[ ] (i) F(iii) G[ ] (iv)(H) [T (W)(D) [T (vi) I [] (vii) K []
What is your monthly income before loan deduction?

(i) K3500-4000 (ii) K4000-4500 (iii) K4500-5000 (iv) K5000-5500 (v) K5500-6000(vi)
above K6000.

7. What is your current salary after loan(s) deduction?
(i)21500-2000 (ii) 2000-2500 (iii) 2500-3000 (iv) 3000-3500 (v) 3500-4000 (vi) Above K5000

8. Do you have a loan currently running? Yes [ ] No [ ]

SECTION B: SOURCES OF MICROFINANCE LOANS

9. What are your sources of microfinances loans? (i)Village Bank [ ] (ii) Formal microfinance
(e.g., Bayport) [ ] (iii) Informal microfinance (eg,kaloba) [ ] (iv)Bank [ ] Other............

(Specify)

10. How would describe the lending rates from the different sources of your microfinance
loans? On a scale of 1 to 5, where 1=strongly disagree (SD), 2=disagree (D), 3= neutral (N),
4=agree (A) and 5= strongly agree (SA). Choose your level of agreement on lending rates of

sources of loans.

RANK ORDER
N/S | LENDING RATES FOR SD|(D |N A SA
MICROFINANCE LOANS

11 | Informal microfinance (kaloba and village

bank) are higher than formal microfinance

12 | Formal Microfinance Institutions

(e.g. Bayport) are high

13 | Lending rates are so high that teachers

literally work for MFI

14. Who introduced you to the above sources? (i) Friends [ ] (ii) [Advert] [ ]

15. Do you borrow from family or friends? (i) Yes [ ] (ii) No [ ]
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16. How many loans do you have? (i) One [ ] (i) more than one [ ]

17. How long is your current loan? (i) Below 12 months [ ] (i) 12months [ ] (iii) 24months
(iv) 36 and months and above [ ]

On a scale of 1 to 5, where 1=strongly disagree (SD), 2=disagree (D), 3= neutral (N), 4=agree

(A) and 5= strongly agree (SA). Choose your level of agreement on lending rates of sources

of loans.
SUSTAINABILITY OF RANK ORDER
N/S | MICROFINANCE LOANS AS A SD | D N A SA
SOURCE OF FINANCE FOR
TEACHERS.

18 | Teachers were better off before the

introduction of microfinance loans.

19 | Microfinance loans have increased access to
finance for low income groups such as
teacher and therefore have contributed to

sustainable development.

20 | Microfinance is a sustainable source of
finance for the low-income groups such as

teachers.

21 | Microfinance in their current form can lead

to sustainable development.

22 | Microfinance loans have increased poverty

among teachers instead of eradicating it.

23 | Microfinance have made most teachers earn

less monthly income and therefore spend

time looking for money outside their job
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SECTION C: OPPORTUNITIES FROM MICROFINANCE LOANS

24. What opportunities have been opened up to you as a teacher as a result of borrowing from

micro finance institutions?

(1) Business investment [ ] (i) Upgrading the level of education [ ] (iii) Capital for house hold
goods

[1 (iv) Land/home ownership [ ] (v) car ownership (vii) solving social problems [ ]
(VID)OURET .ot snee e nneennes (OPECITY)
25. Do you think microfinance loans have created any opportunities for you as a teacher?

Yes[]No[]

26. On a scale of 1 to 5, where 1=strongly disagree (SD), 2=disagree (D), 3= neutral (N),
4=agree (A) and 5= strongly agree (SA).Choose your level of agreement on the opportunities
offered to teachers by microfinance loans.

OPPORTUNITIES TEACHERS HAVE RANK ORDER
N/S | FROM MICROFINANCE LOANS SD|(D |N A SA

27 | Opportunities offered by microfinance loans

have led to Sustainable Development.

28 | Microfinance loans offer a few opportunities
instead just increase consumption (activities

that do not generate income).

29 | Microfinance loans have increased access to

Finance for many teachers.

SECTION D: CHALLENGES FACED BY TEACHERS FROM MICROFINANCE
LOANS.

On a scale of 1 to 5, where 1=strongly disagree (SD), 2=disagree (D), 3= neutral (N), 4=agree
(A) and 5= strongly agree (SA). Choose your level of agreement on the challenges faced by

teachers from microfinance loans.

CHALLENGES FACED BY RANK ORDER
N/S | TEACHERS FROM MICROFINANCE |SD|D |N A SA
LOANS
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30 | Indebtedness among teachers

31 | Increased poverty/destitution among

teachers

32 | High lending rates
33 | Double deductions

34 | Lack of proper planning for loan utilisation

35 | Reduced monthly income

36 | Zero Net pay

37 | Fluctuations (upward-adjustment) in
monthly deduction when inflation rises
resulting in prolonged loan repayment

period.

38 | Loan dependency syndrome

39 | Trapped in debt trap (borrowing to survive)

40 | Delayed refunds after double or wrong

monthly deductions

41 | Loss of personal dignity due to over-

borrowing

On a scale of 1 to 5, where 1=strongly disagree (SD), 2=disagree (D), 3= neutral (N),
4=agree (A) and 5= strongly agree (SA). Choose your level of agreement on the effects of

loans on teacher performance (both in class and outside class).

THE EFFECTS OF LOANS ON RANK ORDER

N/S | TEACHER PERFORMAMNCE SD|D |N A SA
42 | Loans have contributed to absenteeism
among teachers with many loans.

43 | Teachers who have many loans don’t attend
to their classes regularly as they spend time
looking for money outside the school.

44 | Pupils of teachers who have many loans
don’t perform better in terms of final exam
results as compared to those with less or no
loans.

45 | Teachers with many loans tend to take long
in completing routine assignments in school
as compared to their counterparts with less
or no loans.
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46 | Teachers with many loans are generally
demotivated to work as compared to those
with less or no loans.

SECTION E: MITIGATING MEASURES TO THE CHALLENGES FACED BY
TEACHERS FROM MICROFINCE

On a scale of 1 to 5, where 1=strongly disagree (SD), 2=disagree (D), 3= neutral (N), 4=agree
(A) and 5= strongly agree (SA). Choose your level of agreement on the mitigation of

challenges faced by teachers from microfinance loans.

MITIGATING MEASURES TO THE RANK ORDER
N/S | CHALLENGES FACED BY TEACHERS |SD|D |N A SA
FOM MICROFINANCE

47 | Lowering interest rates

48 | Regulating lending rates among lenders

49 | Providing financialal literacy training to

teachers

50 | Increasing take home amount from current
40% to 60% after loan deduction

51 | Banning lenders from giving top up loans on

existing loans.

52 | Provide entrepreneurship training to teaching
staff

53 | Government should provide low interest loans

to teachers.

54 | MFI should increase loan repayment period
from current 60 months to 120 months so that

monthly deduction become low.

WE VALUE YOUR PARTICIPATION,
THANK YOoull
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Appendix C: INTERVIEW GUIDE FOR SENIOR MARKETING OFFICER FOR MFI

THE UNIVERSITY OF ZAMBIA

DIRECTORATE OF RESEARCH AND GRADUATE STUDIES

INTERVIEW GUIDE FOR SENIOR MARKETING OFFICER FOR MFI
| am Munshi Hussein Jacob; a Master’s student at the University of Zambia, School of
Education studying Master of Education in Education and Development. | am conducting
a research on Teachers and Microfinance Loans: Examining sources, Opportunities and
Challenges for Sustainable Development. The study examines: sources of microfinance loans,
opportunities teachers have and the challenges they face from microfinance loans in order to
achieve sustainable development. | would like to assure you that you have been purposively
selected to take part in this study voluntarily by means of this interview. You are requested to
respond to all questions as truthfully as possible. It should take no longer than 15 minutes of
your time. The information given will be considered confidential and used only for academic
purposes. You reserve however, the right to accept or refuse to participate in this study. You
may terminate your participation at any time without having to give an explanation. Please
do not mention your name or contact details at any time in the course of this interview. |
further assure you that your identity as a participant will be kept anonymous in accordance
with the provisions of the law on research ethics.
Interviewee’s Details
Name of INStItULION: ..oivviiiiiiniiiiiiiiiiieiiiiiiiiiiinieiiisteosesstosessscsssssscssnsscssnnsses
) 11 ) o
Position held: ......oiiiniiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiistietinetessenstosssssesssnsscsnsssonns
Questions

1. People have complained about your high lending rates, do you agree with this

assertion?
2. There is a notion that microfinance loans have contributed to high poverty levels
among teachers, what is your response to this accusation?
3. Do you believe that microfinance loans in their current form of high lending rate, can

lead to sustainable development?
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. Would you consider offering entrepreneurship training among your clients in the
future?

. What is your position on the notion that your institution has largely contributed to
high indebtedness among teachers in Zambia?

. What do you think should be done to deal with some of the challenge’s teachers face
from Microfinance loans?
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Appendix D: INTERVIEW GUIDE FOR TEACHER RESPONDENTS

THE UNIVERSITY OF ZAMBIA
DIRECTORATE OF RESEARCH AND GRADUATE STUDIES

INTERVIEW GUIDE FOR TEACHER REPONDENTS

I am Munshi Hussein Jacob; a Master’s student at the University of Zambia, School of
Education studying Master of Education in Education and Development. | am conducting
a research on Teachers and Microfinance Loans: Examining sources, Opportunities and
Challenges for Sustainable Development. The study examines: sources of microfinance loans,
opportunities teachers have and the challenges they face from microfinance loans in order to
achieve sustainable development. | would like to assure you that you have been purposively
selected to take part in this study voluntarily by means of this interview. You are requested to
respond to all questions as truthfully as possible. It should take no longer than 15 minutes of
your time. The information given will be considered confidential and used only for academic
purposes. You reserve however, the right to accept or refuse to participate in this study. You
may terminate your participation at any time without having to give an explanation. Please
do not mention your name or contact details at any time in the course of this interview. |
further assure you that your identity as a participant will be kept anonymous in accordance

with the provisions of the law on research ethics.

Interviewee’s Details
Name of INStItULION: ..oovuiiiiiniiiiiiniiiiiieiiiiieieiintieiinsreosenstosessscssssscssnsssssensses
) 11 ) o
Position held: ......oiiiniiiiiiiiiiiiiiiiiiiiiiiiiiiiiitiiiiettetinetessenstosssssesssnsscssnssssnns
Questions

1. What is your source of loans?

2. Why did you choose the above source of MFL?

3. How do you compare the lending rates of the different sources of MFL?

4

Do you think MFI are a sustainable source of finance for teachers?
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. What are some of the opportunities do you think the MFL have opened for use as a
teacher?

. What do you think are the effects of microfinance loans on teacher performance?

. What are some of the challenges you have faced from Microfinance loans?

How do you think the challenges faced by teachers from microfinance loans can be
mitigated?
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Appendix E: Lending rate Schedules from selected MFlIs




Loan Repayment schedule




Loan Repayment Schedule from Public Service Microfinance







Appendix F: Permission Letter

SCHOOL OF EDUCATION

Telephone: 291381 PO Box 32379

Telegram: UNZA, LUSAKA Lusaka, Zambia
Telex: UNZALU ZA 44370 Fax: +260-1-292702

TO WHOM IT MAY CONCERN

Dear SirfMadam
RE: FIELD WORK FOR MASTERS/ PhD STUDENTS

The bearer of this letter Mr.#s. M utaL(HA . H“—gg&’f‘} dAK, .Computer
number.’QOI.él.UfQSQ:O ........... is a duly registered student at the University of

Zambia, School of Education.

He/She is taking a Masters/PhD programme in Education. The programme has a
fieldwork component which he/she has to complete.

We shall greatly appreciate if the necessary assis
¥ THE UN?{--D

Yours faithfully

‘5]@&2*(00%\"

Emmy Mbozi (Dr) e DTS
ASSISTANT DEAN POSTGRADUATE STUDIES- SCHOOL OFEDUCATION
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cc: Dean-Education
Director-DRGS
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APPENDIX G: Ethical Clearance Letter

HUMANITIES AND SOCIAL SCIENCES RESEARCH ETHICS COMMITTEE

Approval of Study

28th September, 2018

REF. No. HSSREC: 2018-MAY-005

The Principal Investigator

Dear Munshi Hussein Jacob,

RE: “TEACHERS AND MICROFINANCE LOANS: EXAMINING SOURCES,
OPPORTUNITIES AND CHALLENGES FOR SUSTAINABLE DEVELOPMENT IN
KASEMPA AND SOLWEZI DISTRICTS OF ZAMBIA.”

Reference is made to your submission. The University Of Zambia Humanities And
Social Sciences Research Ethics Committee IRB resolved to approve this study
and your participation as Principal Investigator for a period of one year.

Review Type Expedited /Ordinary Review Approval No.
2018-MAY-005

Approval and Approval Date: Expiry Date:
Expiry Date 24th September, 2018 231 September, 2019
Protocol Version Version-Nil -

X and Date
Information Sheet, e English. To be provided
Consent Forms and
Dates
Consent form ID Version To be provided
and Date-
Recruitment Nil Nil
Materials
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There are specific conditions that will apply to this approval. As Principal Investigator
it is your responsibility to ensure that the contents of this letter are adhered to. If these
are not adhered to, the approval may be suspended. Should the study be suspended,
study sponsors and other regulatory authorities will be informed.

Conditions of Approval

Provide information sheets and consent letters as these were not attached. The
information sheets should have had the essential features included. Please use
the WHO templates which you could download at
www.who.int/rpc/research_ethics/informed_consent/en/). REC would
appreciate if the PI could customise the WHO templates and include the domains
of what the submitted protocol is positing on tools and the sampling units (people
who have been or shall be participating in this study.

No participant may be involved in any study procedure prior to the study approval
or after the expiration date.

All unanticipated or Serious Adverse Events (SAEs) must be reported to the IRB
within 5 days.

All protocol modifications must be IRB approved by an application for an
amendment prior to implementation unless they are intended to reduce risk (but
must still be reported for approval). Modifications will include any change of
investigator/s or site address or methodology and methods. Many modifications
entail minimal risk adjustments to a protocol and/or consent form and can be
made on an Expedited basis (via the IRB Chair). Some examples are: format
changes, correcting spelling errors, adding key personnel, minor changes to
questionnaires, recruiting and changes, and so forth. Other, more substantive
changes, especially those that may alter the risk-benefit ratio, may require Full
Board review and approval. In all cases, except where noted above regarding
subject safety, any changes to any protocol document or procedure must first be
approved by the IRB before they can be implemented.

All protocol deviations must be reported to the IRB within 5 working days.

All recruitment materials must be approved by the IRB prior to being used.
Principal investigators are responsible for initiating Continuing Review
proceedings. Documents must be received by the IRB at least 30 days before the
expiry date. This is for the purpose of facilitating the review process. Any
documents received less than 30 days before expiry will be labelled “late
submissions” and will incur a penalty.

Every 6 (six) months a progress report form supplied by The University of Zambia
Humanities And Social Sciences Research Ethics Committee IRB must be filled
in and submitted to us. There is a penalty of K500.00 for failure to submit the
report.

The University Of Zambia Humanities And Social Sciences Research Ethics
Committee IRB does not “stamp” approval letters, consent forms or study
documents unless requested for in writing. This is because the approval letter
clearly indicates the documents approved by the IRB as well as other elements
and conditions of approval.

Should you have any questions regarding anything indicated in this letter, please do
not hesitate to get in touch with us at the above indicated address.




On behalf ¢f The University of Zambia Humanities and Social Sciences Research
Ethics Committee IRB, we would like to wish you all the success as you carry out
your study.

Yours faithfully,

Dr. Jason Mwanza

BA, MSoc, Sc., PhD

CHAIRPERSON

The University Of Zambia Humanities and Social Sciences Research Ethics
Committee IRB

Director, Directorate of Research and Graduate Studies

Assistant Director — Research, Directorate of Research and Graduate Studies

Vice Chairperson, Humanities and Social Sciences Research Ethics Committee

Assistant Registrar- Research, Directorate of Research and Graduate Studies

Senior Administrative Officer — Research Affiliation, Directorate of Research and Graduate Studies
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