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Abstract
For over three decades that the agenda for a bottom-up approach to financial self-sustainability was introduced through the microfinance paradigm, international support gradually aligned with the compelling issue of financial sustainability for the institutions which were granting the much-needed credit to ‘lift people out of poverty’. While this initiative may have recorded some poverty-reducing effects, generally, the outcomes on poverty have been controversial. Areas of intensive microfinance activities, particularly, in heavily saturated regions began to succumb to the pressures of the extensive drive for commercialisation and profit-maximisation. 
In response to the drive to make paltry loans available to the poor, there was an exponential increase in the number of microfinance institutions (MFIs) in Ghana, coupled with a corresponding astronomical increase in the number of microfinance clients. A recent census suggested that there were almost 3000 institutions even within a fragile scenario of a high rate of entry and exit. In 2009, a caveat was issued on the possibility of multiple-borrowing. Yet, over a decade since the multiple borrowing issue was highlighted, the problem had not been investigated despite the relentless drive for institutional growth and profitability. A rather disconcerting issue is the added fact that the majority of microfinance clients are rural dwellers, who are etching their meagre livelihoods from an economically vulnerable environment. In Ghana, poverty is a rural phenomenon. Therefore, the nexus between an area with a high incidence of poverty and a high number of microfinance borrowers is indeed a great cause for concern.
This study conducted a primordial investigation into whether multiple borrowing exists in Ghana. Due to the astronomical growth of the microfinance industry, the study also determines whether the number of institutions in a locality (density) has any relationship with clients’ borrowing proclivities. Most importantly, it ascertains whether the poverty in rural areas has any link with the tendency of rural borrowers to take additional loans due to an increase in the number of lending institutions. In Ghana, the microfinance apex body is composed of seven different categories. This study also enquires whether the operational activities of these institutions, as demonstrated by their active penetration into rural areas, could also engender differential responses from rural borrowers. 
The analysis suggests that the incidence of multiple borrowing in Ghana is 35 per cent. It also finds that the density of MFIs may not engender multiple borrowing as the market may still be ‘expansive’. However, the interdependent analysis indicates that a borrower’s economic background is a crucial factor contributing to the tendency to take on additional loans. Therefore, compared to a borrower in an urban area, a rural borrower is more likely to engage in multiple borrowing in response to an increase in institutional density. Additionally, the study suggests that clients of four out of five categories of MFIs with a high distribution (MLs, MFCs, S&Ls and CUs) have a positive tendency to engage in multiple borrowing.
The study has pertinent economic and practical implications for financial sustainability and the livelihoods of rural borrowers. The indication that over a third of borrowers have multiple loans provides a crucial warning signal for institutions to have credible and robust credit checks to critically assess clients’ debt absorption capacity and default risks. While the study does not suggest financial challenges, the economic background of the majority of borrowers is a clear underlying financial vulnerability, which could pose significant challenges for debt capacity, repayment and optimal indebtedness. One critical implication is that there is a significant incidence of multiple borrowing, which if unchecked, could pose serious challenges for the sustainability of financial institutions themselves, and, could also pose a possible debt trap for the borrowers who engage in this potentially insidious practice, especially under vulnerable circumstances.
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