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Abstract 

Credit unions have transformed the social and economic status of several members by 

providing affordable terms and conditions for access to loans to finance a wide range of 

programs. Therefore, the study was conducted to find out the role that credit unions play for 

their members in Ghana. The study utilized purposive sampling technique to sample 120 

members of some selected credit unions. It was revealed by the study that while banks are 

owned by shareholders, credit unions are owned and operated by members. The study found 

that members are not satisfied with the decisions of management of the unions. The study 

further revealed that members of credit unions are not proud to be in their union because the 

union policy is not favourable to its members. Also, it was found that members of the studied 

credit unions expect to seek another credit union if their current one ceases. The study 

concluded that members are not proud to be in their union because the union provides no 

communication services such as on-line research, or timely news coverage. Also, unions do not 

offer greater opportunity for members to influence the way things are done, among others.  
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INTRODUCTION 

Access to financial services is increasingly recognized as an important tool for the poor and a 

low-income group to save their money, spread their risk, invests in productive and social 

purposes, and ultimately improve their lives (Gheneti, 2007). Banks have been established with 

specific aims and objectives, but ultimately to satisfy the expectations and aspirations of their 

clients as well as the general public and thereby make profit. In view of the risks associated with 

bank finance, most banks are unable to satisfy the needs of citizens and households in their 

respective countries (Ahorlu, 2009). It is for this reason that Non-Banking Financial Institutions 

(NBFIs) have been established to reach out to the larger population that could not have access 

to banking facilities due to lack of requisite collateral security as well as other constraints 

(Ahorlu, 2009). Credit Unions, which are community based, self- supporting and non-

discriminatory have become an appropriate tool for financing the poor persons’ economic 

activities for an overall national development.  

Credit Unions are financial co-operatives owned and controlled by their members. 

Members of Credit Unions usually pool resources together and apart from the loans, offer other 

financial services. Generally, Credit Unions are formed to encourage regular savings, create a 

source of credit, to promote the welfare of the community as well as to teach sound financial 

management to members (Credit Unions Association). In short, credit unions are safe, 

convenient places to access affordable financial services (Amegashie-Viglo & Ahorlu, 2015). 

They offer a full range of financial services, giving members greater flexibility to meet their 

individual needs. The operation of credit union schemes in developing countries plays a major 

role in providing financial support for those outside the scope of the formal banking services in 

society. Thus the establishments of Credit Unions have become strategic for managing poverty 

and for meeting the financial expectations of the marginalized. Credit unions are an important 

means through which local savings are mobilized, financial intermediation takes place, credit is 

provided and transformed into productive and development activities. Credit institutions are 

providing millions of their members around the world with access to financial services. In Africa, 

the credit union movement is an important channel for poor rural people to have access to 

financial services (Gheneti, 2007). 

Credit unions differ from commercial banks and other financial institutions since their 

members are the owners of the credit union and they elect Board of Directors in a democratic 

one-person-one vote system regardless of the amount of money invested in the credit union 

(Amegashie-Viglo & Ahorlu, 2014). As financial intermediaries, credit unions finance their loan 

portfolios by mobilizing member savings and shares rather than using outside capital, thus 

providing opportunities for generations of members (Amegashie-Viglo & Ahorlu, 2014). 
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Moreover, credit unions contribute to economic development through the wider community, 

mobilizing significant volumes of savings. They continue to be a major source of growth within 

the financial sector and therefore their macroeconomic significance has increased considerably. 

The researchers further opined that, Credit unions have transformed the social and economic 

status of several members, enabling them to advance from the under-privileged class to the 

home owner class, by providing affordable terms and conditions for access to loans to finance a 

wide range of programs (Griffith et al, 2009). 

Jones (2008) presented an analysis of the changing role of co-operative credit unions in 

tackling poverty and promoting financial inclusion in Britain. The study argued that credit unions 

are best placed within the financial services industry to make an impact within financially 

excluded communities. Nembhard (2013) noted that community development credit unions 

(CDCUs) in Black communities in the United States charge lower rates for their products, and 

provide higher interest or dividends when possible, both of which enable members or customers 

to save money and build assets. CDCUs work closely with their members to personalize 

services, to help them avoid loans they cannot afford, and to educate them enough to make 

sound financial decisions and preserve their assets. Kristensen, Markey and Perry (2010) 

reviewed eight rural credit unions (CUs) in British Columbia and Alberta which indicated that 

CUs possessed social economy characteristics that hold potential as both sources of 

competitive advantage and resources for rural local development. Meanwhile, Gyemfah (2010) 

established that most Credit Unions have duly constituted boards and management, but most of 

these administrators were not qualified in their areas of operation. Again, Alabi et al, (2007) 

examined the effects of “susu” as a micro-finance (credit union) mechanism on organized and 

unorganized MSEs in Ghana and argued, through paired observation tests, that ““susu”” as a 

micro-finance mechanism favours development of unorganized MSEs but not Organized MSEs. 

Makori, Munene, and Mutur (2013) noted that the various challenges facing compliance in 

deposit-taking savings and credit cooperative societies included non-separation of shares from 

deposits, high dependence on short-term external borrowing, and lack of liquidity monitoring 

system, high investment in nonearning assets, inadequate ICT system, inadequate managerial 

competencies and political interference among others. Cuevas and Fisher (2006) identified the 

strengths and weaknesses of Financial Institutions (CFIs), the benefits of networks, and the role 

of legal frameworks to encourage this potential; whether legal framework should be uniform for 

all CFI or whether it should be tiered; and the effects of different supervisory arrangements on 

the performance of CFIs. 

Mumanyi (2014) argued that opportunities for Savings and Credit Co-operative Societies 

(SACCOs) in Mombasa were available for SACCOs and their impact to the economic 
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development, including capital accumulation and agency business largely arising from access to 

Government funds for on-ward transmission to youth and women groups. 

 

 

 

 

 

 

 

 

 

 

Figure 1: Conceptual framework 

 

Figure 1 above shows that credit unions provide employment, and also give loan to members 

which they use for funding their education, create of jobs, purchase vehicles, and also use in 

agriculture production. All these activities as shown by figure 1 leads to economic development. 

Despite the benefits studies have attributed to Credit Unions to the development of Ghana, not 

much attention has been paid to the contributions they offer to their members. As a result, this 

sub-sector has also not been properly developed to cater for the informal sector. The irony is 

that even though we are going about looking for solutions elsewhere, we have left a very 

important solution behind. Credit Unions could really serve as a single financial services 

provider for all the needs of the poor and the rural informal sector but little attention has been 

paid. In light of the above, the study was conducted to find out the role that credit unions play for 

their members in Ghana.  

 

METHODOLOGY 

Research Design 

Descriptive and exploratory research designs were employed in conducting the research. 

Descriptive method of research is a type of research method, used to acquire information 

relating to the existing status of a phenomenon in order to define what already exists in the 

status quo (Key, 1997). The descriptive design assisted the researcher to obtain information 

about practices, status quos or opinions through the use of questionnaires or interviews whilst 

the exploratory research design was utilized to acquire data from respondents so as to 

communicate recommendations and conclusions for the study. 
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Population and Sample Size 

The population for the study was information sourced from all educational institutions’ credit 

unions from their regional offices in Ashanti Region. The target population was employees in 

National Association of Graduate Teachers (NAGRAT) (Kumasi Regional Office), Ghana 

National Association of Teachers (GNAT) (Kumasi Regional Office) and Tertiary Education 

Workers Union (TEWU). The employee strength of NAGRAT, GNAT and TEWU were 20000, 

194000 and 39000 respectively. Thus, the total population stood at 253,000. 

The sample comprised 120 credit union members from Kumasi Metropolitan in Ashanti 

Region. They included both Credit Union members and mangers/administrators of National 

Association of Graduate Teachers (NAGRAT) (Kumasi Regional Office), Ghana National 

Association of Teachers (GNAT) (Kumasi Regional Office) and Tertiary Education Workers 

Union (TEWU) Credit Unions. The purposive sampling was used to select twenty (20) 

administrators, while the convenient sampling was used to select member of credit unions for 

the study. Table 1 below summarizes the breakdown of the sample size used for the study. 

 

Table 1: Sample Size Breakdown 

Respondents Frequency Percentage 

Administrators 20 16.6 

Members 100 83.3 

Total 120 100 

  

Data Collection Procedure 

The questionnaires were personally distributed and self-administered by the researchers. The 

researchers wrote a permission letter to the Head office of National Association of Graduate 

Teachers (NAGRAT) (Kumasi Regional Office), Ghana National Association of Teachers 

(GNAT) (Kumasi Regional Office) and Tertiary Education Workers Union (TEWU) to be 

permitted to take the necessary information from their facilities for the study, and also allow their 

members to be used for the study which was granted. 

Upon arrival at the various offices of the organisations under the study, the researchers 

first called on the deputy manager who in turn introduced the researchers to the entire staff and 

solicited their co-operation, and also took permission letters from the organisations to employ 

members from the various organisations in the study. The researchers then administered the 

questionnaire to those who were willing to complete them and waited for the respondents to 

complete them. The researchers also went to some schools in the Kumasi Metropolis for 

teachers and workers who are members of the credit union to respond to the questionnaire. By 
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this procedure the researchers were able to administer and retrieve all the one hundred (100) 

questionnaires. The informal interactions offered vital information which gave the researcher 

better insight into the prevailing conditions. The researchers again solicited information from the 

Deputy Managers of the various organisations under the study by way of interviews and also 

receiving answers on some information guide questions which were of great help. 

 

Method of Data Analysis 

Data collected from the questionnaires were analyzed, summarized, and interpreted accordingly 

with the aid of descriptive statistical techniques such as total score and simple percentage. 

Qualitative as well as quantitative methods were used in the analysis of the primary data 

collected. The quantitative data was analyzed using Statistical Package for Service Solution 

(SPSS) and Microsoft Excel. The findings were presented in tabular forms. 

 

RESULTS 

Regarding loan services that credit unions offer most to clients, 30 of the respondents 

(representing 25%) are mostly given loans for educational purposes, 5 of the respondents 

(representing 4.1%) responded that they are mostly given loans for medical expenses, 20 of the 

respondents (representing 16.6%) responded that they are mostly given loans for home 

acquisition/improvement, while 30 of the respondents (representing 25%) responded that they are 

mostly given loans for purchasing of land. In addition, 25 of the respondents (representing 20.8%) 

responded their credit union mostly give loans for Car/Motor Bike/Bicycle, whilst the remaining 10 

of the respondents (representing 8.3%) responded they are mostly given business loans. Since 

the data did not indicate majority responding to a particular loan services rendered by credit 

unions, it was concluded that credit unions, especially those studied offer varieties of services. 

 

Table 2: Loan Services Offered by Credit Unions 

Services  Frequency Percentage 

Loans for Educational Expenses 30 25 

Loans for Medical Expenses 5 4.1 

Home Acquisition/ Improvement 20 16.6 

Loans for Land 30 25 

Loans for car/Motor Bike/Bicycle 25 20.8 

Loan for business 10 8.3 

Total  120 100 
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Concerning whether credit unions provide beneficial rates and good services, 30 of the 

respondents representing 25% disagreed, 20 of the respondents representing 16.6% responded 

“neutral”, while the remaining 70 of the respondents representing 58.3% agreed as contained in 

Table 3 below. The study therefore concluded, based on the result of the study that credit 

unions provide beneficial rates and good services. Also, when respondents were asked to 

respond to the statement “credit unions provide easy access to financing for members”, 35 of 

the respondents representing 29.1% disagreed, while 15 of the respondents remaining 12.5% 

responded “neutral” as seen in Table 3 below. The remaining 70 of the respondents 

representing the majority and also 58.3% agreed. Based on the result, the study concluded that 

credit unions provide easy access to financing for members. 

 

Table 3: Other Services 

 Services of credit unions 1 2 3 4 5 

 Your union provides beneficial rates and good 

services 

0 

0.00% 

30 

25% 

20 

16.6% 

70 

58.3% 

0 

0.0% 

 Your union provides easy access to financing for 

members 

0 

0.00% 

70 

58.3% 

15 

12.5% 

35 

29.1% 

0 

0.00% 

 Your union offer opportunity for customers/members 

to influence the way things are done 

5 

4.1% 

40 

33.3% 

15 

12.5% 

60 

50% 

0 

0.00% 

 Your union have programs that best meet members 

financial needs 

30 

25% 

5 

4.5% 

18 

15% 

67 

55.8% 

0 

0.00% 

 Your union facilitates members’ access to 

technology 

10 

8.3% 

80 

66.6% 

10 

8.3% 

20 

0.00% 

0 

0.00% 

  

Regarding whether credit union offer opportunity for customers/members to influence the way 

things are done, 45 of the respondents representing 37.4% disagreed, 15 of the respondents 

representing 12.5% responded “neutral”, while 60 of the respondents representing 50% 

responded agreed. Since the result revealed that majority of respondents agreed, the study 

concluded that credit unions offer opportunity for customers/members to influence the way 

things are done in Table 3 above. 

In an attempt at getting a deeper understanding about the role of credit unions in 

economic development of Ghana, respondents were asked to respond to the statement “Credit 

unions have programs that best meet members’ financial needs”. Thirty-five (35) of the 

respondents representing 29.5% disagreed, while 18 of the respondents representing 15% 

responded “neutral”. The remaining 67 respondents representing 55.8% and the majority 
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agreed. The study based on majority response and concluded that credit unions have programs 

that best meet members’ financial needs. Again, concerning whether credit unions facilitate 

members’ access to technology, 90 of the respondents representing 74.9% disagreed, 10 of the 

respondents representing 8.3% responded “neutral”, while the remaining 20 respondents 

representing 16.6% agreed to the statement. Based on majority response, the study concluded 

that credit unions do not facilitate members’ access to technology. 

The response from respondents on whether credit unions provide similar financial 

service as banks do indicated that 40 of the respondents (representing 33.3%) responded “yes”, 

while the remaining 80 respondents (representing 66.6%) responded “no”. Also, when 

respondents were asked to identify what their credit union and other banks have in common, 

respondents indicated that their credit unions are also a deposit institution. That is members 

also make deposit in credit union. Respondents also added that credit unions offer many of the 

same services as banks, including checking and savings accounts and loans. 

On the other hand, when respondents were asked to identify the differences between 

their credit unions and other Banks, respondents indicated that their credit unions are 

employee-based credit unions. Respondents further indicated that even though their credit 

unions are also a deposit institution, the amount of deposit is small as compared to deposit of 

the bank. It was also identified by the respondents that, one common difference was that their 

credit unions offered their services to members only. It was finally and in addition revealed by 

the study that while banks are owned by shareholders, credit unions are owned and operated by 

members. 

 

DISCUSSION 

The study has revealed that credit unions play diverse roles to help develop the economy of 

Ghana. This is made possible through the help they offer to members who in turn use them 

productively in the country. This is to say that credit unions contribute to economic development 

through the wider community, mobilizing significant volumes of savings. Credit unions have 

transformed the social and economic status of several members by enabling them to advance 

from the under-privileged class to the house owning class, by providing affordable terms and 

conditions for access to loans to finance building projects and a wide range of programs. The 

finding of the study is however in line with majority of research findings. For example, a study by 

Griffith (2009) identified that credit unions have a significantly positive effect on national 

development. A study by Gyemfah (2010) has also added that credit unions impacted positively 

on the household income and educational status of members.  
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Again, from the finding of the study, there is little or no doubt that credit unions continue to be a 

major source of growth within the financial sector and therefore their macroeconomic 

significance has increased considerably (Griffith et al.., 2009). This role played by credit unions 

in economic development makes them best to be placed within the financial service industry to 

make an impact within financially excluded communities (Jones (2008). This is because the 

credit union schemes have become strategic for managing poverty and for meeting the financial 

expectations of the marginalised (Amegashie-Viglo & Ahorlu, 2014). The findings identified by 

the study were in line with findings of other studies. For example, Hannan (2003) found that 

deposits in credit unions are much smaller than bank deposits. Again, the study revealed that 

credit unions offered their services to members only and individuals can only become members 

if they share a “common bond” with other members, whether through employment or faith-based 

organizations (Barron et al, 1994: 392). It has also been identified by studies that credit unions 

typically now offer many similar services as banks do, which include current and savings 

accounts and loans (Barron et al, 1994). Also, the study revealed that members of credit unions 

are not satisfied with their union but want to join other credit unions. This signals that members 

know the contribution unions make in their lives. It is however surprising that despite the fact 

that poor rural people have access to financial services through credit union (Gheneti, 2007), 

some members of credit unions are not satisfied. This might be due to the fact that 

managements of credit unions are not professionals who can come out with measures to ensure 

members’ satisfaction. Management of credit unions must put measures in place to ensure 

membership satisfaction to prevent them from leaving the union for other unions or rather not 

joining any union at all. 

Moreover, the study has added to and confirmed challenges identified by other studies. 

For example, the study has added to the findings identified by Makori et al (2013) which 

included non-separation of shares from deposits, high dependence on short-term external 

borrowing, lack of liquidity monitoring system, high investment in non-earning assets, 

inadequate ICT infrastructure, inadequate managerial competencies and political interference. 

The lack of needed professional competence and expertise for managing the scheme was also 

confirmed by the study as challenges confronting credit unions. Also, the high interest rate on 

loan not being a challenge hindering the development of credit unions was identified which also 

supported Nembhard’s (2013) finding that credit unions charge lower rates for their products, 

and provide higher interest or dividends when possible; both of which enabling 

members/customers to save money and build assets.  
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It must however be pointed out that these findings do indeed improve on, contribute to or 

emphasize existing ones and so management has to seriously adhere to the recommendations 

of the study to help improve the development of credit union. 

 

CONCLUSIONS  

It was evident from the study that credit unions impact positively on their members in Ghana. It 

was found from the study that credit unions provide loans for educational expenses, medical 

expenses, acquisition/improvement of house(s), land, motor-bike/bicycle and for businesses, 

beneficial rates and good services, and easy access to financing for members opportunity for 

customers/members to influence the way things are done. The study found out that credit 

unions have programs that best meet members’ financial needs, and credit unions do not 

facilitate members’ access to technology. 

It was also identified by the study that credit unions do not provide similar financial 

services as banks do, and are just a deposit institution. The credit unions used for the study 

were employee-based credit unions. It was also revealed by the study that the amounts of 

deposit in credit unions are small as compared to deposit of the banks. The one common 

difference found by the study was that credit unions offered services to their members only. It 

was revealed by the study that while banks are owned by shareholders, credit unions are owned 

and operated by members. 

Concerning members’ satisfaction with the activities of the credit union, the study 

revealed that members of credit unions are not happy they chose their credit union over other 

credit unions; are not satisfied with the decisions of management of the unions; do not talk 

about their union to friends as great unions, and are not satisfied with the union because they 

are not encouraged to do investment. The study further revealed that  members of credit unions 

are   not proud to be in their union because the union policy is not favourable to its members; 

members are not proud to be in their union because the union provides no communication 

services such as on-line research, or timely news coverage; they are not proud to be in their 

union because the unions do not offer greater opportunity for members to influence the way 

things are done, and also are not satisfied with the union because they are not provided with 

timely response to complaints. It was found that members of the studied credit unions expect to 

seek another credit union if their current one ceases. 

Delay in releasing union’s remittances on time by Controller and Accountant General’s 

department, poor customer relation among managers, long loan processing time, Inadequate 

managerial competencies, high interest rate on loan, and inability to trace defaulters were 

identified as challenges hindering the development of credit unions in Ghana.  
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It is therefore recommended, for managements and boards of credit unions, that since the study 

identified that credit union impact positively on economic development, management of credit 

union must help to put measures in place to improve the standard of credit unions since they 

assist banks for the benefit of members who may in turn use the services provided to them by 

credit unions to also improve upon economic development. Moreover, as the study covered 

Kumasi metropolis, further studies are encouraged to consider widening the scope to cover 

other metropolis, in other regions, to facilitate comparative performance analysis of credit 

unions.  
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