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Abstract

This paper analyzes the use of informal credit @&®@ng strategy against risk by market
women in the city of Tamale, Ghana. Using qualratresearch techniques, the analysis
reveals that intra-household structure and allooatiecisions determine these market-based
coping strategies. Market women invest a consideramount of working hours in
maintaining complex credit networks as a safegumgdinst extreme risks. As a policy
implication, this research suggests to provide mtavkomen with access to formal, reliable
and long-term microfinance institutions, both t@nove their ability to cope with risks and to
reduce the risks they face.
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1. Introduction

Microfinance has been a major topic in both ecomohtérature and development policy
during the last ten years. In Ghana, it is a kegtsgy to reduce poverty and is promoted by
the international donor community, non-governmemwiganizations and the Government’s
poverty reduction strategy. However, it is oftemndged that the implementation of
microfinance programs in Ghana is uneven acrossesad economic sectors. As a
consequence Ghana'’s poor northern districts, imufuthe city of Tamale, as well as market
traders, especially female traders, are disadvedtagthe implementation of microfinance.
Hence, for many informal sector entrepreneurs, dhly financial services accessible are
informal finance.

This paper addresses the case of market womenetbeatthe Central Market of
Tamale, northern Ghana, and analyzes the copiategtes market women employ to insure
against risk. The mechanisms of market trade ahdramt risk factors are examined, while
the impact of political interventions in the markieade in the past is also considered.
Furthermore, informal financial services are anatyZrom the demand side of market
women, pointing out advantages and disadvantages.market women pursue their
businesses with the goal of satisfying the consianpteeds of their household members, the
interaction between market business and houselppleaas to be important. Hence, the intra-
household decision-making processes and resoustiébdtion are explicitly addressed. This
paper builds on three branches of the literatuiee—research on market women, on the
informal financial sector, and on the householdhé addresses current gaps.

Qualitative fieldwork was conducted in Ghana fgpeaiod of three months in 2003.
The choice of qualitative field work techniques wastivated by the need to understand
existing constraints and risk factors that intexfesith market women’s businesses, which can
hardly be revealed by quantitative analysis. Qatli¢ data were gathered by combining the
techniques of participant observation in the Tan@datral Market, narrative interviews, the
recording of market women’s biographies, focus graliscussions and interviews with
experts of the microfinance sector.

The paper has three main findings. First, markemem employ informal credit
relationships as their main coping strategy toli@sgainst risk in the case of a loss of capital.
However, this comes at a cost, both in terms oétand interest. Second, informal credit is

highly complex with respect to the types of provedehe amount of credit and the type of



credit contract, ranging from commercial to recgaio Third, the design of intra-household
allocation decisions appears to be a key deterrmhofanarket women’s coping strategies.
The paper is outlined as follows: Section 2 sumpegrirecent literature this paper is
built upon and points out some gaps. The followsegtion presents the motivation of this
paper, while section 4 presents some backgrouwdniation about the study site, the Tamale
Central Market. The research questions are possddtion 5, while fieldwork methods are
described in section 6. The three key results aesemted in section 7. The last section

concludes and indicates policy implications.

2. Review of Recent Literature and Gaps

This paper builds on three branches of literaturehe fields of economics and social
anthropology, thus cross-cutting the two disciginghe first concerns market women in
Ghana. Besides agriculture, non-farm self-employmisn the second most important
employment sector in Ghana, especially for womer hosted 33.8 percent of the adult
population in 1998 (McKay and Aryeetey, 2004: 1dpwever, only a limited number of
studies have focused on market women in Ghana.eTinekide empirical studies on market
women in Accra (Robertson, 1976, 1983, 1995, RotkBlapendieck, 1992, Westwood,
1984, Dinan, 1977, Campbell, 1985) and on Asantk@avomen in Kumasi (Clark, 1989,
1991, 1994, Clark and Manuh, 1991). A common tagichese empirical studies is their
focus on the effects of the economic crisis oféady 1980s on coping strategies of market
women. While market women were accused by goverhroficials of pilling goods and
worsening the economic crisis, most of the citedlists point out that, on the contrary, market
women were severely affected by the economic criiés was specifically found to hold
true for market women at the lower end of the traderarchy. Further, several authors
analyzed the impact of structural adjustment pnogran market women (Clark, 1994, Clark
and Manuh, 1991, Manuh, 1994), finding that despitehanged political and economic
framework, market women were still disadvantaged.

The literature on market women in Ghana appealaw two gaps. First, all of the
above-cited studies focused on cities located uthgwn and central Ghana. Given the fact
that Ghana is characterized by a severe north-sdivilsion, where the north is more
disadvantaged (see section 3), research on madkew in northern Ghana is an important
means of identifying causes of persistent povertyhis region. Second, there has not been
any recent study. Field research indicated thaéstgpes and negative perceptions of market



women persist today, often overestimating markenetws income. Hence, there is a need to
point out constraints, risk factors and povertpsranherent to market trade today.

The second branch of literature concerns the indbriimance sector in developing
countries. Recent research on informal financepuasted out its persistence in areas where
formal finance is accessible, and where it is thé source of finance. A variety of
explanations are offered for this phenomenon. Sauatleors identified push-factors of formal
finance, such as credit rationing (Bell et al., 29Mushinski, 1999), the institutional
weaknesses of microfinance programs (Tsai, 200d tightly scheduled repayment schemes
of microfinance programs (Jain and Mansuri, 2008)other explanation might be pull-
factors of informal finance. The latter include #slvantageous characteristics, such as
flexibility and convenience (Sanderatne, 2003), dowansaction costs (Kochar, 1997) and
the supply of custom tailored financial productsayBas et al., 1995). A further area of
research has focused on the function of informeadlitrto provide insurance against risk of
poverty (Udry, 1990, Bardhan and Udry, 1999: 94;B8ucher and Guirkinger, 2005).

With respect to Ghana, a variety of programs areeatly being implemented to offer
microfinance services to poor households, whiley satently has attention been paid to the
diverse informal finance sector. Furthermore, the §tudies that focus on informal finance in
Ghana rather undertake a technical descriptioragbus providers in terms of interest rates
charged or their institutional structure (e.g.,ebtand Andah, 2003, Aryeetey and Udry,
1995). What lacks is an analysis of the demandpgetsre on informal finance that compares
advantages, disadvantages, and function of diverBemal finance services. Such an
analysis would also provide indications on poordehwlds’ need for financial products that
may be indicative to the design of microfinancegpams as well.

Third, there has been a long tradition of reseamtithe household as an economic
unit. An early contribution to this field of liteitzre is Chayanov’s peasant farm model (1966,
orig. 1923). Chayanov’s basic argument holds tloatskholds, quiet different from formal
enterprises, adapt their agricultural productiotpatito the consumption needs of household
members. As a consequence, a household’s prodyatiancome) changes according to the
ratio of dependent to non-dependent household mentheing a family’s life cycle. Intra-
household issues became a topic of research siflkés \8eminal work on Peru (1989, 1990,
1993), in which he rejects the implicit assumptiafsaltruism, generalized reciprocity and
pooling of income commonly held in the househotdréture, such as Sahlins (1974) and
Wallerstein (1984). Instead, Wilk assumes that rfadtives are mixed; total self-interest is as

rare as pure altruism” (1993: 208) and proposehsider processes of decision-making as



well as resource flows between household memberghE case of Peru, Wilk shows that the
allocation of decision-making power among housemoéinbers is an important determinant
of a household’s economic success. Recent literatur intra-household allocation has
focused on inter-generational transfers (Gosling Karagiannaki, 2004, Suen et al., 2003)
and investment decisions regarding children’s etilmcgLiu and Hsu, 2004, Bhalotra, 2004).
The effects of gender as a variable in intra-hoakkallocation have been incorporated in the
analysis through a gender wage gap (Albanesi anvei®) 2005) and through time-allocation
between spouses (Browning and Lechene, 2001).

While literature on the household and intra-houtsthssues is extensive, little is
known about the interplay between intra-househdidickire and households’ coping
strategies. Intra-household structure is understimodhe following to include both the

composition of household membership and the alimcatf decision-making power.

3. Motivation: Why focusing on market women in nortiern Ghana?

Market women in Northern Ghana are a social graghify vulnerable to poverty. There are
three reasons for that. First, poverty in Ghanainasiost developing countries, is gender
related. At an aggregate national level, women fagher levels of deprivation compared to
men (McKay and Aryeetey, 2004: 12). As reliablead&dr men and women concerning
income are difficult to derive, education factor@ymserve as poverty indications across
genders. Table 1 summarizes education indicatossagenders in the Northern Region in
1997. Comparing literacy rates of adults and pryreand secondary school enrollment, the
table shows that men outnumber women in all theg¢egories, while the gender gap is largest
in adult literary rates.

Second, as mentioned above, market women havevweens of state repression in
the past. In a general environment of rising coresupnices and shortages of goods since the
1960s, which further deteriorated in the late 19'f@svernment officials hold market women
responsible for the crisis. According to Robertstthe market women, because of their
visible role, were forced to bear the brunt of public thapure provoked by shortages in
goods, invisible inflation, decline in terms of trade, corruptiomnd incompetence”
(Robertson, 1983: 469). The military Governmengam].J. Rawlings, took the most radical
steps against market women, including publicly phimg them for price control violations
and the confiscation of their goods and privatepprty. Further, a politicized mob was
encouraged by soldiers to set markets on fire nafibe between 1979 and 1982. This



included the Tamale Central Market, which was bdrdewn completely in February 1982,
causing the disruption of the market trade for smwaears.

Many of the market women in business suffered aptet® loss of their property in
goods and of their capital in cash, which manydradised to store in their stalls overnight.
The material loss, in addition to emotional strasd fear for life, caused many of the older
traders to withdraw from the field altogether. Thuswas often the daughters of former
market women that took over the market in the 1880s, starting with little or no capital at
all. Local politicians involved themselves in thedistribution of lots in the Tamale Central
Market, favoring their beneficiaries. As a resuolarket traders formed a heterogeneous group
as compared to the situation before the burninghef market. In sum, the repression of
market women has two implications for the situatioday: First, there is evidence that the
repression of market women has caused a path depesdas many of them had to start over
from scratch, losing the opportunity to profit froeconomies of scale in the purchase of
goods. Second, local authorities and bank employegwessed their rather negative
perceptions regarding market women during intersiemhich is reflected in their reluctance
to assist market women.

The third reason for northern market women's vidb#ity to poverty is Ghana's
strong and pertinent north-south divide, a commeature of West African countries
bordering the Atlantic Ocean. Market women of thy of Tamale, the capital of the
Northern Region, live in one of the less developegions of the country. Ghana’s north,
consisting of the Northern, Upper East and UpperstWeegions, is disadvantaged as
compared to the rest of the country in terms ofuafavorable climate, sparse population
density, and a low degree of industrial producti®ewart and Lange (2006) consider
Ghana’s north-south divide as a "persistent hotelomequality,” arguing that a strong
between group inequality exists across regions.odling to them, Ghana’s north is
characterized by a higher portion of poor househdkédt remain poor over time. Table 2
summarizes indicators of inequalities across regionthe 1990s. The table shows that the
incidence of poverty increased in the Northern Bedietween 1992 and 1997, while the
national average decreased over the same timedpdtie regional gap hence widened.
Furthermore, access to health services and pris@rgol enroliment are significantly lower
in the Northern Region as compared to the nati@varage in 1997. Similar results are
presented by McKay and Aryeetey (2004), who prowgalence that Ghana has reduced
poverty in absolute terms over the last 20 yeahslewmorth-south inequalities have increased

slightly. These socio-economic inequalities arealb@led by cultural divides, as Ghana’s



south is predominantly Christian while the popwatin the north is predominantly Muslim.
Further, Ghana’s northern and southern regions haea subject to different influences both

in the pre-colonial and the colonial period.

4. Case study background: The Tamale Central Market

Tamale is home to almost 300,000 inhabitants, 80gmé¢ of which belong to the ethnic group
of Dagomba (Tamale Municipal Assembly 2003: 2). Ab@B5 percent of Tamale's
inhabitants are Muslim (ibid. 5). The city’s econpia characterized by its function as a hub
in the national road network. As such, Tamale sea&a central point for the aggregation,
storage and transportation of the agricultural ouigf Ghana’s northern districts into the
densely populated south.

Today, agriculture is only practiced in the outskof Tamale, making it necessary for
men and women to earn income through either wager lar self-employment. Still, wage
labor is a limited option for many residents of Te@) because it generally requires formal
education and offers only few job opportunitiesr Egample, Tamale hosts only two large-
sized and three medium-sized registered enterp(issale Municipal Assembly 2003: 4).
Thus, self-employment is the main occupation ofhbten and women with less formal
education. For women, market trade is an importantl often the only accessible
employment sector. As a consequence, about 95miest¢he market traders in the Tamale
Central Market are female.

Tamale has three types of permanent markets: Fhesie is one large market designed
to accommodate large truckloads of agriculturadpo®. Second, the Central Market is the
oldest market in Tamale. Lying in the center of then, this market supplies the city’s
population with consumption goods including fooclsthing, household items, medicine and
services such as hairdressing, telecommunicatiodsl@al healers. Finally, there are so-
called neighborhood markets in all quarters of Tiamahese provide a small range of fresh
and canned foods, beverages and everyday supplies.

A striking observation is the segmentation of tlenale Central Market traders into
three main categories: (1) Hawkers — teenage girlgoung women trading goods in very
small quantities, either by walking around or by@ying the goods from the floor. (2)
Market women — established traders, mostly womeling their goods from a fixed stall
inside the market. (3) Wholesalers — specializaddrs, both men and women, organizing the
transportation of goods to Tamale, and maintairbnginess ties with market women, but



rarely with consumers. This segmentation goes aloith broad categories of capital

endowment in which hawkers have very small cagitalowments, usually less than 20 Euro.
Market women have a capital endowment of aboutvedemt of 100 to 500 Euros, whereas
wholesalers operate with a capital of 2,000 Eurmore. Interestingly, the segmentation into
these categories appeared to be strict, causimgsréo cluster around the three main
categories. Thus, an underlying mechanism seenfanition as a poverty trap, causing

difficulties for traders who wish to cross the brigetween these categories.

5. Research Questions

Market women are vulnerable to poverty as theiraye income from trade is low. Statistics
reveal that 27 percent of all traders nationwidheuding wholesale and retail trade, lived
below the poverty line in 1997 (McKay and Aryeet@904: 20). Also, market women face
risk factors in market trade that pose a considtertt to their capital, and hence their ability
to generate income. The first research questioefiie is: How do market women cope with
risk factors inherent in market trade?

Similar to many other informal sector entreprengorsst market women do not have
access to the formal financial sector. As a consecg, a diverse informal finance sector has
developed in Ghana. The second research questisn\&hat informal finance services are
accessible to market women, and what functiondset services have?

Market women in the city of Tamale live in diffetelypes of household settings that
vary according to the marital status of women. Asntioned above, several studies have
pointed out the effects of different intra-househstructures on a household’s economic
success. Building on this literature, the thirdesesh question holds: What is the impact of

different intra-household structures on the coitigtegies of market women?

6. Fieldwork Methods

Empirical fieldwork was conducted from August tot@mer 2003 in Tamale and Accra.
During field research, different qualitative tedumres were combined. According to
Malinowski’'s (1922) guideline for anthropologicakldwork, participant observation was
carried out in the Tamale Central Market, thus gatig information on the functioning of
market trade. Further, following an approach pregdosy Girtler (2001), extensive narrative

interviews with ten female and three male tradergshe Tamale Central Market were



conducted. About half of the interviews were hatdBnglish, while a research assistant
interpreted the remaining interviews from Dagbadmvj and Hausa into English. The average
length of interviews was between 30 and 90 minuggmut half of them recorded and
transcribed. Further, the life history of three keirwomen was recorded. Given the fact that
these three women had a good command of Englishjdll data may entail a bias towards
more educated market women. Another technique stasof focus group discussions with
four associations of market traders in Tamale uidiclg the "Sugulo Mali Nyori Association,"
"Biakoye Youth Association,” Smock Weavers’ Asstiol’ and "Denani Youth
Association." Lastly, key experts of the microficarsector as well as executives of financial
institutions in both Tamale and Accra were intemned.

The strength of the qualitative methods appliedinduifieldwork consist of their
ability to reveal profound structures and mechasisihmarket trade and further to account
for cultural variables that are difficult to measwtherwise, such as the determinants of social
standing. Quantitative methods of data gatheringew®t employed, as market women did
not feel confident to reveal their business datagurestionnaires. This is due to strict
enforcement of price controls by state authoritiethe past. Hence, the research results are
not representative in a narrow statistical sense diven the extensive fieldwork, the
qualitative results are likely to be indicators gdneral trends. Further quantitative work
remains to be done on this issue in collecting Bbakl- and firm-level data. Data
requirements for such an analysis are very hightduee need to combine intra-household

data with firm-level data from market women’s eptese.

7. Results

In the following, each of the three research qoestis addressed in turn.

7.1 Informal lending as a coping strategy

The nature of their activities implies that marketmen are facing risk that entails the danger
of a loss of capital. Market women are affectedibly both at an individual and an aggregate
level, while risk can have low and high impact beit businesses. Risk that occurs at an
individual level can be prevented, in contrastigk affecting all market women. A loss of

capital or of labor is the worst-case scenarionfiarket women, having a high impact on their

businesses. A loss of capital can occur as a reguthocks in trade, such as theft or



confiscation of goods, or high expenses in the déloolsl, such as costs for medication and
school fees. lliness of a market woman or her Hoeisemembers may cause a shortage of
labor. Risks that are low in impact include thduiia to collect payments for goods that
market women sell on credit to their costumers f#lilare to recover money lent to kinsmen,
and the breakdown of the relationship to a whoérsaio provides a market woman with
goods on credit. Examples for aggregate risk aeestiutting down of the Tamale Central
Market by local authorities due to sanitary issubs, imposition of taxes on traders, and a
loss of money due to failed applications for graugdit programs.

In short, a common experience of market women dutteir professional history is
the decline of their trading business at some gaoitime. Because the goal of their economic
enterprise is to fulfill the needs of their houdelsan both short-term and long-term respects,
market women may not allow their enterprise to galupt at times when the total revenue
IS negative. Instead, they have to develop copirggegies that minimize risk and facilitate
the reconstruction of their enterprise after al toiss.

The first finding is that market women use infornhahding as their main coping
strategy. Like other informal sector entreprenetingy have limited or no access to the
formal financial sector, including commercial ban&ksd formal microfinance programs.
There are two reasons for this: First, as mentiai®ul/e, various Governments used market
women as scapegoats for the economic deteriordfeen though direct interference of the
state in markets decreased since the 1990s, ibbserved during field research that there is
still official reluctance to assist market womemc8nd, compared to other Ghanaian cities,
Tamale is less developed in terms of infrastructunm@ supply of services, including financial
services. Hence, market women have only accessetanformal financial sector. Informal
credit relationships mainly serve as insurancersgjamergencies, whereas those are rarely
used to enlarge investments in trading businesteagolume of informal credit is relatively
low compared to the average capital of most maskehen. Instead, informal credit helps to
smooth income, given the fact that market womemdpke bigger part of their income from
trade on satisfying the consumption needs of thairseholds.

The engaging in and maintaining of a variety obinfal credit relationships bears
considerable cost both in terms of time and inteidarket women invest about one third of
their working hours consolidating personal tieghe providers of informal credit. Further,
they aim at continuously borrowing and repayingréfy following two objectives. On the
one hand, in following the time scheme of repaymenarket women communicate

information on the reliability of their businesdliskand their cash flows to the informal credit
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provider. On the other hand, they continuously dwip a moral obligation of the informal
credit provider of granting them credit in tightusitions.

Market women have individual ties to the providefsnformal credit but also aim at
accessing credit through groups, locally calledassions. The existence of associations in
all aspects of social life is an existential featwf Ghanaian culture; they are especially
prominent in market trade. However, the charactetraders’ associations has changed
fundamentally within the past ten years. In thet,passociations mainly served to gather the
traders of certain goods and branches, to orgah&é&ansportation of goods into the Tamale
Central Market, to set price arrangements and poesent traders’ interests vis-a-vis local
authorities. Today, many associations set theindsgpriority as accessing group credits from
the formal financial sector. There were even iniaof an abrupt rise in the formation of
new associations in Tamale with the sole goal @fliping for group credits. This shifting of
associations’ agendas coincided with the introductf semi-formal microfinance schemes
by a growing number of non-governmental organizetiom Tamale since the mid 1990s, all
of which followed the methodology of group lendinghus, market women spend a
considerable amount of working hours in attendingekly or fortnightly meetings of
associations. Most market women hold membershipnuitiple associations, which also
implies the payment of monthly fees meant to ses/a loan security in formal microfinance
programs. However, in contrast to their engagenniy, a minor number of associations in
Tamale have been successful in accessing credit finicrofinance schemes. The persistent
engagement of market women to access formal mi@aonéie programs mirrors two aspects:
First, formal microfinance offers the opportunityr foorrowing larger credits which market
women may use to invest in their actual busindass enhancing their working capital. In
contrast, informal lending is rather small in vokirand merely serves as insurance after
businesses collapse. Second, market women act@welypersistently form associations and
apply for group credits because attempts of indi@idnarket women to access credit from
commercial banks are futile.

Furthermore, market women take over leadershigipasiin functions both related to
the market, and in other social activities. Thes#uide the committee for conflict mediation
in tax issues, and religious organizations or nedghood associations, respectively. This
engagement gives proof of their respectable satatus and trustworthiness and thereby
underlines their creditworthiness. At the same tilmey gather information on trade related
issues, including political actions of the Tamalaritipal Assembly, activities and programs

of non-governmental organizations in Tamale, thenddmn of national roads and
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transportation capacities, price increases in<ibiethe south due to inflation or the ongoing
conflict on the traditional political leadership d¢he Dagomba that caused a state of
emergency, which in turn restricted traveling ane transportation of goods. Thus, the time
that market women spend on association meetingsoted social activities serves various
purposes and therefore lowers the transaction ocbst$ormal credit.

Other coping strategies of market women to handle although less important than
informal credit networks, include the diversificatiof goods offered in the market in order to
realize predictable everyday cash-flows and thestiment in the education of their children

as a long-term security for their old-age.

7.2  Complexity of informal finance

The second finding is that market women have tea variety of informal credit providers,
not limited to the financial sector. This secti@s@sses the organization and characteristics of
these various providers and identifies the undeglynotivation of market women.

Specialized informal finance providers, locallyledl Susu Collectors, supply poor
households with short-term and flexible financiabgucts. Susu Collectors have a long
tradition in Ghana, while their financial servicage still popular among informal sector
entrepreneurs and peasants today. This is indidatetthie high number of Susu Collectors
operating in Ghana (in total 4.032 in 2003), segw@ach between 100 and 250 customers in
rural and urban areas, respectively (see tablE@ynmonly, market women have to save with
a Susu Collector for several months in order t@ givoof of their trustworthiness, as well as
their daily cash flows, before they are allowedtsrow. According to the methodology, the
Susu Collector visits his customer’s business lonagveryday for a period of 31 days and
collects a fixed amount of money, ranging betwees00and 1 Euro, depending on the
customer’s cash flows. The daily contributions ot@stumer are recorded in a savings
passport. After 31 days, the aggregated amoundith qut to the customer as a lump sum,
while the Susu Collector keeps one day’s contrdyuths a fee for his services. The Susu
Collector earns an additional income from eitheénwesting his costumers’ contributions in
short-term projects or from depositing the conttidms at a commercial bank, thus receiving
positive interest out of the savings account. Intiast, market women who take advantage of
the Susu Collector’s savings services do not recaicompensation for inflation, nor do they
get any positive interest. However, the same metlogy and the same fees incurred when a
Susu Collector grants a credit to a customer. Apwarhof money, often drawn out of other

12



customers’ daily contributions, is given to a mankeman at the beginning of a Susu cycle
and repaid through daily Susu contributions aftedsa

Market women generally appreciate the confidemyiadf the Susu savings, which
may be secure against the claims of other househwthbers. Also important is the
discipline to save that is forced onto them by $usu Collector. However, the main reason
for market women to engage in a relationship witBuau Collector seems to be the prospect
of accessing credit in the case of emergency. Theme of both Susu savings and credit is
rather low compared to the average capital of ntarkenen at times of usual business. Still,
the volume of credit provided by a Susu Collecwoslfficient for market women to restart
their business after a collapse and further hebpsatisfy the consumption needs of their
household members until income from trade is restor

Saving with Susu Collectors can be a risk, as Soellectors are not subject to
regulation. During the field research, two Susul€&xbrs operating in Tamale went bankrupt.
In both cases, Susu Collectors collapsed becaeyentre unable to retrieve credits that they
had given out to some customers out of the dailynga contributions of others. As a
consequence, more than 300 market women lost beih $avings and the opportunity to
borrow.

A further category of informal providers of credie wholesalers, who grant credits in
goods to market women. Even though no intereshasged explicitly, the goods have to be
repaid at prices per unit that are about 15 peredruive the purchase market price, a
considerable fee. While credits in goods from whalers are the most important type of
informal credit after a total loss, this creditanship reinforces the polarization between
market women and wholesalers. This is further ersigkd by the fact that most wholesalers
are located at Kumasi, Ghana’s second largest \ityolesalers of Kumasi generally are of
different ethnic origin, speak a different language are mostly Christian.

Market women also maintain mutual obligations timefude credit to other market
women. It is common for market women to gather ust5Groups, referred to as Rotating
Savings and Credit Associations in the literatueedrtz, 1962 provides an early analysis).
Ranging between five to more than 200 members, Susups meet along a fixed schedule,
such as every five days, weekly or fortnightly. tAe meetings, every member contributes a
fixed amount of money into a common pool, whicthemded over as a lump sum to one
member at a time. This process continues until omelit cycle is completed, i.e. each
member of the Susu Group received the lump sumtiore Each Susu Group has its own

customs for the succession of the distribution ohay. These include the seniority principle,
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a lottery or personal needs of members. The lurmp &unctions as a credit that members
repay through their contributions until the endfa# credit cycle. Yet for the individual who
receives the lump sum last, it is similar to hegragated savings.

Lastly, market women have credit ties with relasivi@oth inside and outside the
household. Again, the volume of these creditstiserasmall for the ongoing trading business.
These credits, both monetary and in kind, beconpoitant mostly in emergencies when they
help satisfy the needs of household members. \Jateerally neither interest nor fees are
charged, ties to relatives are based on generadimddalanced reciprocity, depending on the
degree of kinship. Good reputation again servesredit collateral in all types of reciprocal
credit relationships.

In short, market women maintain a surprisingly cermetwork of informal finance
providers who differ considerably in terms of typdsproviders, fees, and volume of credit.
Informal finance may include savings or credit othy it may be monetary or in kind, and it
may involve operators of different geographicalaldes and of different social standing.
Furthermore, credit contracts range from recipyotit commercial finance. Market women
aim at combining multiple savings and credit cottgan order to reinsure their access to
informal credit in the case of emergency. Thisus tb the fact that informal credit providers
themselves may be subject to risk — some faceame sisk than market women, while others
are influenced by rather different risk factors.

The finding that different segments of the infornceédit market are used to serve
different purposes is in line with other recentemsh. As such, Aryeetey and Udry (1995)
find in their study on Ghana that "the variatiorthe types of informal financial units derives
from the fact that such units are purpose-orien{gd“23). Barslund and Tarp (2006: 6-8)
show that in the setting of rural Vietham, formakdits are merely used for enhancing
production as well as asset accumulation, whilermél credits are more likely used in the
case of household shocks or unforeseen events,asublealth expenditures. Moreover, this
result is in accordance with the findings of Udi@90) and Boucher and Guirkinger (2005),
who argue that informal finance functions as amiasce against risk. However, this paper
contrasts with Kocher’'s study (1997) that pointed lmw transaction costs as a feature of
informal finance. Rather, this paper reveals thafiormal credit entails considerable
transaction costs in terms of working hours andrggt, while the latter differs between credit
providers. However, market women are able to inthese transaction costs as their

subsistence mode of production implies that tHedsw wage is very low.
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7.3  Intra-Household Allocation and Coping Strateges

The following section examines the impact of diatr intra-household settings on market
women’s vulnerability to risk inherent to trade. Tamale, four types of household settings
that relate to an individual’s marital status occur

1. Households consisting of a monogamous coupdd, thildren, and possibly other
relatives,

2. households consisting of a polygamous coupt#uding one husband and two or
more wives, their children, and possibly othertreés,

3. female-headed households consisting of a polggam married wife, who lives
with her children and possibly other relatives irseparate household from her
husband, and

4. female-headed households consisting of a didoeparated or widowed woman,
her children, and possibly other relatives.

In general, children may be either a biologicallcthor a foster child (a common
practice in West Africa). Thus, the household fegible concept in the local context: While
it comprises individuals who do not belong to tlkelear family of a married couple and their
biological children, not all spouses of a polygasiaunarriage may live jointly in one
household.

It is generally not very common in northern Ghaoadpouses to pool their income.
Rather, they pursue separate economic activitidskaep their incomes separate in order to
pay for the household expenses traditionally agsigto their status (see Clark, 1994,
Robertson, 1976). It has also been pointed out lihabands and wives also participate in
separate insurance networks (Udry and Conley, 2004)

In the Dagomba society, to which the majority offiede’s population belongs to, it is
traditionally the responsibility of the husband pgoovide shelter and stable food, such as
maize, yams and cassava, for his household. Weoreshe other hand, are obliged to grow
vegetables and spices as supplements for the disidesise small livestock.

Today, not only the sources of income, but alsotyipes of expenses, have altered
compared to the traditional Dagomba ideal of adiical homesteads. Further, it is striking
that spouses in most cases do not join for pursoimggtrading business, even if both spouses
operate trading businesses within the same matletut half of Tamale’s population now
lives in houses made out of cement or sandcretenglea Municipal Assembly 2003: 7),

implying considerable costs of construction. Furtredectricity, water, and gas cartridges
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have to be paid for. Lastly, there are expensesHhidren’s education, including tuition fees,
school materials and uniforms.

As a consequence, husbands and wives often getonfict over their contribution to
the household budget. All married market women weie interviewed during field research
stated unanimously that their husbands providedhtarsing and for stable cereals, while
market women regarded it to be in their own resjity to buy vegetables, meat, and
clothing for themselves and their children. In cast, there are several practices to pay for
electricity, water, and gas. Wives who live in sepa households in polygamous marriages
generally were the most disadvantaged. Furtherysg®o struggle over general household
implements, especially kitchen utensils and chiifreeducation expenses. The latter caused
the most severe conflicts in polygamous marriagégre wives competed for the benefits of
their own children.

Lastly, there are different common practices reiggrdhe husband’s contribution to
the evening meal. In monogamous marriages, itaswifie who prepares the evening meal for
all household members, while wives in polygamousriages often cook the evening meal
separately for themselves and their children. i ldtter case, the husband takes his meal
from one wife at a time. While most husbands weported to contribute a small amount of
money daily to help the women pay for the ingretligiocally called "chop money"), market
women were in general not satisfied with the amdhbeay received. This was especially true
for market women living in polygamous marriages,owdnly receive a contribution from
their husband the particular day he eats with thé&. However, husbands generally hold
more bargaining power in conflicts concerning thgribution of responsibilities within the
household for several reasons. Due to their higberal standing, ascribed to them by both
religion and cultural norms, it is easier for merhave a divorce than women. In addition, it
is easier for men to remarry younger women. Furtmeen tend to be more mobile
geographically, often leaving their children witteir mothers or other relatives. Migration to
the south has been appealing for men from Tamaleesihe colonial era, due to better
employment opportunities in plantations, miningd @ime informal sector of the capital Accra
(cf. Hart, 1973: 88). The marital history of markedmen interviewed during field research
indicated that marriages were rather unstable v, despite Islamic customs.

Spouses not only struggle over intra-householdarsipilities, but they also compete
over the labor of their children. As mentioned afyawarket women invest about one third of
their working hours in the maintenance of relatfops and social networks as a strategy of

securing their enterprise against a total loss kitawomen thus have to rely on assistants to
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carry on with the business during their absencetePably, this would be done by their own
children, who at the same time acquire the skiflarading. While the market hours are
between 9 am and 6 pm daily, with the most turndaetxveen 11 am and 2 pm, market
women are free to determine their presence in tlwkenh However, it is especially important
for those offering relatively expensive goods witther infrequent cash flows to regular
costumers to keep their stalls open for long haDhsldren also act in place of market women
during the Muslim prayers. During this time marketmen leave their stalls to either pray at
the mosque within the market or even leave to gisitosque in town.

Great importance is attached to the proper prejparaf evening meals, which is an
important feature of a respectable social statusDimgomba women. The traditional local
dishes consist of Fufu — cooked, mashed and pougdets and cassava — or Banku —
dumplings made out of fermented maize. Both Fufd Banku are served with a sauce of
vegetables, meat or fish. The manual mashing ofsy@quires great physical strength, while
it is also extremely time-consuming. However, bttt preparation and the eating of meals,
often with guests, take place in the courtyard. rétoee, the way a woman handles her
cooking duties communicates information concermagtraditional values and respectability
to guests, neighbors and passers-by. Market woraea tiiverse strategies to both maximize
their working hours in the market while at the saimee fulfilling their social duties. Most
often, a market woman sends one daughter homeitopseparing the meal by 3 pm, while
she herself continues with business until 5 pmraedely does the finish of the dish, such as
adding the final flavors. In contrast, lunch an@m®\breakfast are not prepared at home, but
bought in the market. Hence, a line of industryedeped within the Tamale Central Market
that specialized in catering snacks and beverageadrket women.

In short, children play a prominent role as assistto their mothers in both household
duties and market trade. However, it appearedsittaiol enrollment was much higher among
children of market women as compared to schoolllemeat rates for Tamale of 85.3 and
52.6 percent at primary and junior secondary schaekpectively (Tamale Municipal
Assembly 2003: 4). Market women consider an invesinin the education of their children
as a long-term security against sickness in thdirage. This strategy is even more plausible
given the fact that neither pension schemes noursetong-term savings services are
available to market women. Market women have rer@ditive but to rely on inter-generation
contracts, building on a long-term generalized pexgity. Hence, it is popular for market
women without children, or for those with only avfehildren, to adopt foster children from

kinsmen. While market women not only assume respiitg to nourish and dress foster
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children, it is also common to bear the expenséhefchildren’s education. In turn, foster
children help out in the market enterprise and heaweoral obligation to care for their foster
mothers at old age.

To conclude, the design of the intra-householdctiine exerts a substantial influence
on market women’s ability to cope with risk. Wombkeading their own households may
decide autonomously on deploying their childrerdbdr as well as monetary inputs, thus
combining production and consumption decisions laimio peasant households (see
Chayanov, 1966). These techniques allow women velaol their households to make optimal
use of business opportunities. This holds true ¢hengh those market women have to bear
all expenses of the household out of their incomoenftrade. Further, as those women
exercise decision power over the distribution & tlousehold budget, they may invest more
in their children’s education. However, there aresrequirements for women who head and
nourish their own households. These include a mumintapital of about 500 Euro, the
command over their children’s labor to assist adé& and household duties, experience in
trade, and social capital to maintain extensivermil credit networks. Assuming that these
conditions are present, field research indicates mmarket women living in female-headed
households have better abilities to cope with ttisks being less vulnerable to poverty. While
about 22.3 percent of urban households in the MaortRegion were female-headed in 1997
(Government Statistical Service 2001), clearly abtfemale-headed households fulfilled
these conditions. However, this finding is rathentcary to the poverty literature that often
finds female-headed households to belong to the degsived categories of households.

In contrast, market women who share a household théir husband may not freely
deploy either their children’s labor or monetarypuis to best respond to business
opportunities. Consequently, as they are moreylikelencounter constraints in pursuing their
trading enterprise, those market women have fewapalulities and resources to invest in
coping strategies. As a result, they are more vabie to poverty. As these women only
exercise less decision-making authority than thegband, these women have the incentive to
minimize their contribution to the household bud@sving with Susu Collectors is a popular
strategy of market women to hide their daily cdskwffrom household members. As a result
of this household structure, the standard of livbegween spouses of a polygamous marriage
may differ to a certain degree according to eaclusg's success in business.
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8. Conclusions

This paper explored the functions and charactesiif informal credit as a coping strategy in
the economy of market women in the Central MarkeTamale, Ghana. Using qualitative
research techniques, the paper revealed that madaaen use informal credit as their main
coping strategy against risk. A second findinghattinformal finance accessible to market
women is complex in terms of types of providersenest, and volume of credit. Given that
the volume of informal credit is relatively low cpared to the average working capital of
market women, informal credit is less useful in ¢mgoing business. As a third finding, the
intra-household budget system was identified t@ lodeterminant for market women'’s ability
to cope with risk, which in turn has an impact beit vulnerability to poverty.

Three policy implications can be derived from thesearch: First, there is a demand
for micro insurance schemes which may provide ntaskenen with a less expensive coping
strategy in terms of transaction costs. Secondigirgg market women with access to formal,
reliable, long-term financial services may assignt to permanently raise their working
capital. This may enable them to better cope vk and to overcome the poverty trap, while
at the same time the living standard of their hbokkmay rise. Third, the research findings
suggest that the maintenance of informal creditvagts may be used as an alternative to
titled credit security in formal microfinance pragns as it indicates market women’s social

capital and success in trade.
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Appendix

Table 1: Education Indicators by Gender in the Norhern Region
Literacy Rate Primary School Secondary School
(in %) Enrollment (in %) | Enrollment (in %)
Gender Male 24.8 43.4 35.7
Female 9.3 36 21.3

(Source: Government Statistical Service 2001)

Table 2: Socio-Economic Inequalities across GhanaRegions in the 1990s
Incidence of Poverty Access to Primary School
(in %) Health Enrollment
Services (in %) (in %)
1992 1999 1997 1997
Western 60 27 28 75
Central 44 48 36 72
Greater Accra 26 5 78 70
Volta 57 38 42 70
Eastern 48 44 33 78
Ashanti 41 28 43 72
Brong Ahafo 65 36 32 72
Northern 63 69 18 40
Upper West 88 84 8 45
Upper East 67 88 20 36
National 52 40 37 67
(Source: Stewart and Langer, 2006; 18)
Poverty line = 900.000 ¢ per adult in constantesic
Table 3: Characteristics of Susu Collectors in Ghaa
=2 [0
2]
5 : g,
n ) 45 = — © £ "t‘n
hed O = © ] N >=
2 EZS T 6 > =T 2
o 520 0 == oA ©
s L ZzZ 9o g2 S .8 % = @
—1 = — T =
o O o @ 0o S 25 = S o O
o O DE O ZExR o E N N O
25 825 =20 S5 2 ®a 3
Sz | g2z | 525 | 58| £8¢2
Z o I0m OO Z00 =
Urban 1,848 250 462,000 1.50€ 694,388
Region | Peri-urban 1,564 200 312,000 1.00 € 312,625
Rural 620 100 62,000 0.50 € 1,052
Total 4,032 — 836,000 —| 1,008,066 €

(Source: Ghana Co-Operative Susu Collector's Aaioni 2003: 4)
*own calculations, based on the official excharate of the Ghanaian Cedi as of August 2003

(9,980 GHC/Euro)
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Table 4:  Percent Distribution of Urban Householdsm the Northern Region by
Characteristics of the Head of Household

Percentage of
Households
Single 155
. Monogamous 43.8
'\S/ltzgtgl Polygamous 16.3
Widowed/Divorced/Separated 24.5
Total 100.1

(Source: Government Statistical Service 2001: 73)
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