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Abstract 

Microfinance plays a vital role to alleviate poverty through the development of micro enterprises. Microfinance 
Institutions (MFIs) provide services such as micro credit, savings, insurance, and business development 
services (BDS) to its clients. BDS are non-financial services such as business training, market linkages, and 
information services which are provided by Microfinance Institutions (MFIs) to its clients. BDS help owner 
managers improve sales and profits and enable MFIs to achieve higher loan repayment rates and higher 
potential for client retention. The counsellors of MFIs provide BDS to owner managers of micro enterprises. 
This study focuses on the co-production of BDS where a counsellor of MFI and the owner manager of a 
microenterprise engage in the co-production of services. For a successful co-production, the client (i.e. owner 
manager in this study) has to a play an active role by exercising three client factors, namely ability, clarity of 
the role, and motivation. Thus, the objective of this study is to explore how the client/owner manager 
motivation (i.e. willingness) affects the co-production of BDS in counselling within a microfinance setting. A 
multiple case study method was used to conduct the present study by choosing six Sri Lankan MFIs as cases, 
where the selection of cases and respondents was based on a purposive sampling method. A counsellor and an 
owner manager representing each MFI were interviewed for data collection and thematic analysis was used to 
analyse the data. The findings show that economic factors, sanctions, and contextual factors influence the 
willingness of owner managers to co-produce BDS with counsellors of microfinance institutions (MFIs). The 
findings contribute to knowledge and practice domains related to microfinance. 
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Introduction 

Microfinance is the provision of unsecured small loans and other services such as savings, insurance and 
Business Development Services (BDS) to individuals with low income. (Khavul, 2010; ADB, 1997). Therein, 
MFIs are mainly present in developing countries where 2.8 billion people fall below the poverty line of living 
on less than $2 a day (Easterly, 2006, p.165; World Bank, 2014). Microfinance Institutions (MFIs) provide 
these services using innovative techniques such as setting up group lending facilities, gradually increasing loan 
sizes with no or little collateral, and imposing pre loan savings requirements (CGAP, 2011; Khavul, 2010; 
ADB, 1997). MFIs believe that clients/owner managers who obtain the services make use of them to start and 
expand businesses (Khavul, 2010; World Bank, 2014). This study focuses on the willingness of owner of 
managers of micro enterprises to obtain BDS provided by MFIs.BDS are non-financial services such as 
management training, vocational training, marketing assistance, and access to technology which are provided 
to entrepreneurs by MFIs (Khavul, 2010; Sievers and Vandenberg, 2007). The counsellors attached to MFIs 
provide BDS to owner managers via counselling. For an effective counselling intervention, it is understood 
that there should be co-production between the counsellors and the clients. In this paper, co-production is 
defined as “engaging customers as active participants in the organisation’s work” (Lengnick-Hall et al., 2000, 
p. 359). Three customer/client factors are key to effective co-production: perceived clarity of the task/role; 
ability or competence; and motivation (Meuter et al., 2005; Bettencourt et al., 2002; Lengnick-Hall et al., 
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2000; Lengnick-Hall, 1996; Lovelock and Young, 1979).  The present paper focuses only on the motivation 
or willingness on the part of the client in co-production as it is considered that the owner manager’s willingness 
is vital for an effective counselling intervention. While literature on co-production (Alford, 2009, 2014; Etgar, 
2008; Rice, 2002; Sharp, 1978) discusses how willingness of customers affect co-production, there is no study 
particularly relating to BDS conducted in microfinance sector, on how the owner manager’s willingness 
influence co-production. In this light, a related research question is what are the owner manager factors 
affecting the willingness to co-produce BDS with counsellors? The remainder of the paper is organised as 
follows. The first section presents extant literature on the Sri Lankan microfinance sector, and discusses how 
co-production is carried out when counsellors of MFIs provide BDS to owner managers. The research 
methodology is explained in the second section, following the presentation of the findings in the third section. 
The final section of the paper presents the discussion and outlines the conclusions and implications of the 
study. In this paper the definition of owner manager, client and customer are used interchangeably. 

2. Literature Review 

2.1 Microfinance in Sri Lanka  

Sri Lanka is an island in South Asia and is a lower-middle income country. Sri Lanka’s holds claim to a 
microfinance sector which has a long history that can be traced back to 1900s. (GTZProMis, 2010a; Tilakaratne 
et al., 2005). There are more than 10,000 branches under main players of MFIs, covering the entire island and 
thereby achieving a higher outreach. MFIs in Sri Lanka represent different legal entities such as government, 
non-governmental organisations (NGOs), bank, non-bank, and cooperative rural bank/ societies (GTZProMis, 
2010). The government of Sri Lanka has understood the importance of microfinance to alleviate poverty 
through livelihood development and it has been directly involved in promoting microfinance in the country 
(NEDA, 2013; Tilakaratne et al., 2009). MFIs in Sri Lanka provide many services to its clients including credit, 
savings, and insurance facilities as well as BDS (Abeysekera, 2016; NEDA, 2013; Tilakaratne et al., 2009). 
The counsellors attached to MFIs provide these services to the owner managers. This study focuses on how 
counsellors provide BDS to owner managers through process of counselling. 

2.2. BDS via counselling 

Counselling refers to advice given by counsellors of MFIs to aspiring, embryonic and established businesses 
on how to exploit growth opportunities and how to manage the many problems which challenge the growth of 
a small firm (Johnson, 1991). Studies show that the counsellors of MFIs provide BDS to owner managers 
through one-to-one counselling and group counselling methods (Abeysekera, 2016). In one-to-one counselling, 
the counsellor provides counselling to one person whereas in group counselling, the counsellor provides 
counselling to group of people at the same time (Abeysekera, 2016; Abeysekera et al, 2015). Counsellors of 
MFIs assist owner managers to absorb capabilities, to evaluate their present situation, to evaluate the pros and 
cons of alternatives, and to ultimately make an informed decision.  

In this respect, the type of lending methodology (i.e. group, individual) used by MFIs could also influence 
counselling. MFIs use group lending and/or individual lending to provide its services. In a group lending 
scenario, MFIs form groups of clients in which a group could have 7 to 10 clients. These groups hold meetings 
on regular basis and counsellors/loan officers attend these meetings to provide services including counselling. 
In contrast, in individual lending settings, MFIs provide services including counselling directly to the client as 
there are no groups (Xu et al, 2019; Khavul, 2010; Denotes and Alexandar, 2004). Thus, it is believed that 
counselling takes place frequently in group lending settings where counsellors and clients meet at regular 
intervals, in comparison compared to individual lending settings where meetings are less regular. Counsellors 
provide counselling to owner managers and potential owner managers at various locations including at MFI 
branches, in the field, at owner managers’ homes, and places such as schools, temples, community halls 
(Abeysekera, 2016). 

MFIs believe that by providing BDS, the owner managers could achieve more sales, profits and expand their 
businesses owing to the improved business knowledge and skills of owner managers. The provision of BDS is 
also advantageous as MFIs could achieve higher loan repayments rates given that owner managers tend to pay 
back the loans with improved business performance (Sievers and Vandenberg, 2007). Literature (Meuter et 
al., 2005; Bettencourt et al., 2002; Lengnick-Hall et al., 2000) shows that the effectiveness of a service such 
as counselling is dependent on the co-production between the counsellor and the owner manager/client. 
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Therefore, in co-production, the active participation of the owner manager/client in the service production is 
vital.  

2.3 Co-production  

The theory of co-production was first introduced to the world in a workshop on Political Theory and Policy 
Analysis conducted at Indiana University in United States of America in 1973. Originally, the concept of co-
production related to clients’ or citizens’ direct involvement in production, and there onwards this concept 
caught the attention of public administration scholars in United States in 1970s and 1980s. (Abeysekera, 2015; 
Parks et al., 1981). Co-production was initially used in industrial and service markets (Fitzsimmons, 1985). In 
1990s it was used by the consumer market wherein the customer took an active role in production process 
(Williams and Caley, 2020; Firat and Shultz, 1997; Firat et al., 1995; Firat and Venkatesh, 1993, 1995; Firat, 
1991). In recent times, the work on co-creation and service dominant logic of marketing literature drive the 
concept of co-production (Vargo and Lusch, 2004). Until recently, the logic was that value creation happens 
with the final product (Goods dominant logic, G-D). However, Vargo and Lush (2004) argue that value is 
defined and created mainly by the customer and thus, the customer plays a major role in the co-production 
process ( service dominant logic, S-D). Service logic expounds on the collaboration of customer in co-
production and explains the benefits of co-production such as increased productivity, reduced risk, and the 
facilitation of customised service offerings. For this study, it is considered that the owner manager or customer 
plays a vital role in co-production of BDS via counselling and hence, co-production is defined as “engaging 
customers as active participants in the organisation’s work” (Lengnick-Hall et al., 2000, p. 359). The studies 
show that perceived clarity of the role, competence, and motivation/willingness are customer related factors 
that are key to co-production (Meuter et al., 2005; Bettencourt et al., 2002; Lengnick-Hall et al., 2000; 
Lengnick-Hall, 1996; Lovelock and Young, 1979). In this study, however, the owner manager willingness in 
co-production is investigated and the following section describes the customer/owner manager willingness in 
co-production. 

2.4 Willingness in co-production  

In counselling, customers/ owner mangers’ willingness determines their contribution in co-production, in terms 
of both spending time and money, and the kind of relationship they establish with the counsellor of an MFI.  
For example, clients may spend time, are pleasant with the counsellor, and provide information to him because 
of the willingness to co-produce. Alford (2014) and Sharp(1978)  elucidate that clients are willing to co-
produce due to material gains, being able to associate with others, and due to sanctions imposed by the service 
provider. Etgar (2008) proposes that customer’s willingness to co-produce is dependent on a number of factors 
such as product related factors (e.g. product quality), consumer related factors (e.g. consumer skills), 
situational factors (e.g. customer –contact staff interaction), economic drives (e.g. economic benefits), 
psychological drives (e.g. enjoyment) , social drives (e.g. self-esteem),  and extrinsic values (e.g. autonomy). 

Rice (2002) identified that client willingness is needed to co-produce business assistance in business 
incubators. Schayek and Dvir (2009) s’ study on public assistance programs in Israel found that willingness of 
entrepreneurs is important in counselling. Further, the literature on small businesses and microfinance reveal 
that the managers are willing to obtain services such as counselling and training due to the economic benefits 
it provides such as improved sales and profits. Furthermore, the literature shows that clients/owner mangers 
are motivated to co-produce as a result of contextual factors such as location and timing of the intervention 
(i.e. counselling) and the sanctions imposed (e.g. counselling is compulsory). The study done by Karlan and 
Valdivia (2006) on business training offered by a Peruvian MFI shows that clients dropped out from training 
as they did not participate willingly. Further, ADEMCOL ( 2001)’s study on business training given in 
Columbia shows that the clients did not utilize the knowledge gained at the business training as they took part 
in the same unwillingly. Hence, willingness in co-production is very important in effective service production 
like counselling.  

3. Methodology  

Exploring the factors influencing willingness to co-produce in business counselling is a contemporary 
phenomenon which must be examined in the real-life context. Thus, the case study method is the suitable 
method for this study as it helps identify the rich insights and provides a holistic understanding of the 
phenomena (Yin, 2009). Since the multiple case study method provides theoretical generalisation in contrast 
to the statistical generalisation which is the goal of this study, multiple case study method was chosen for this 
study.  Six cases (i.e. MFIs) were selected for this study and this number coincides with Eisenhardt’s (1989)’s 
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suggestion of four to ten case studies to accomplish theoretical saturation. Unit of analysis for the study was 
individuals representing MFIs and microenterprises. Six cases were selected for the study by using purposive 
sampling. MFIs representing government, banks, non-banks, NGOs, public and private companies were 
selected for the study. Further, MFIs were selected based on the lending methodology (i.e. group lending and 
individual lending). It is assumed that willingness to counselling could be influenced by the type of the MFI 
and the type of lending methodology. A counsellor and an owner manager from each MFI were selected for 
in-depth interviews. The selections of counsellors and owner managers were made after consulting with MFIs.  
Thus, 12 in-depth interviews were conducted for the purpose of data collection for the study.  

The profiles of the MFIs selected for the study are given below in the Table 1. 

Table 1. Types of Mfis Selected for the Study 

MFIs Type of MFI Lending methodology 
MFI-1  Public company  Group  
MFI-2  Non-Bank Group 
MFI-3 Private bank  Individual 
MFI-4 Private company  Group 
MFI-5 NGO Group  
MFI-6 Government  Group 

 Source: Compiled by the author. 

Before embarking on the data collection, a pilot study was carried out with a counsellor and an owner manager 
to refine the semi-structured questionnaire used for in-depth interviews. The interviews were conducted 
visiting counsellors at MFI branch offices and owner managers at their business premises. The average 
duration for the 12 interviews conducted ranged from 45 to 60 minutes. The interviews were conducted in the 
language mediums of both Sinhalese and English. To meet ethical considerations, informed consent was taken 
from each interviewee. All the interviews were tape-recorded and then transcribed. Transcriptions were used 
to perform thematic analysis.  Data analysis techniques and strategies such as pattern matching and cross 
synthesis as prescribed by Yin (2009) were used to analyse data. By using multiple data sources, pattern 
matching and multiple cases, the construct, internal and external validity were achieved. Furthermore, by 
following the case study protocol, reliability was achieved.  The thematic analysis of data was based on the 
main research question: what are the owner manager factors affecting willingness to co-produce BDS with 
counsellors? 

4. Findings  

The findings reveal that the owner managers are willing to engage in co-production with counsellors due to 
motivational factors (i.e. economic benefits, sense of ownership, relationship with counsellors), sanctions (i.e. 
regular attendance of owner managers to group meetings), and contextual factors (i.e. time related, product 
related, location related, awareness and socialisation related). 

The following section explains each of these factors, with relevant quotations. 

Motivational factors - The following quotation shows how economic benefits relating to motivational factors 
influence the willingness of owner managers to participate in co-production. 

The owner manager 1 of MFI-1 explained that, 

“I was able to improve the sales and profits of my furniture business due to advice I got from our counsellor.  
So, I always want to work with him.” 

The owner managers are willing to obtain counselling and co-produce if they have contributed to product 
design, resulting in a sense of ownership. Thus, it was found that a sense of ownership was important in co-
production. This was evidenced from the following excerpt.  

The counsellor of MFI-1 stated that, 

“It is very important to consider clients’ views when designing BDS. They should own the idea, and only then 
will they give their willingness and commitment to BDS. Some projects failed because they were not clients’ 
projects.” 
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The findings also show that the owner manager’s relationship with the counsellor affects the co-production. 
The following statements substantiated this. 

The owner manager-2 of MFI-2 stated that, 

“Our counsellor is a friendly person. I always like to interact with him.” 

The counsellor of MFI-5 expressed that, 

“Our clients are willing to get our services if we maintain a good relationship with them” 

Sanctions – The findings reveal that sanctions imposed by MFIs could either motivate or demotivate the clients 
to co-produce. MFIs insist that clients attend group meetings regularly (i.e. sanction) as a prerequisite to obtain 
its services (i.e. credit, BDS).  The following statement indicates how group meetings motivate the clients to 
engage in co-production. 

The owner manager -1 of MFI- 4 said that, 

“I love to attend the meetings regularly. I always wait impatiently until the meeting comes to attend it. We can 
meet our friends and MFI officers, who provide us with counselling at the meetings.” 

In contrast, some clients said that the regular group meetings being a pre-requisite factor prevented them from 
obtaining counselling. This was evident from the following quotation.  

The owner manager-2 of MFI-2 explained that, 

“Earlier I used to attend group and society meetings regularly, but now I cannot attend regularly since I am 
busy with business.”  

The owner manager mentioned that she was not happy with the pre-requisite and wished that she could attend 
meetings to obtain counselling at her will. Group meetings can be seen in MFIs which use group lending 
methodology and hence, the type of lending methodology could influence the willingness of owner managers 
to co-produce. 

Contextual factors – The data shows that a number of contextual factors such as time, product related factors, 
location, and social mobilisation programmes influence the willingness of the clients to engage in counselling 
(i.e. co-production). The findings show that the owner manager is willing to participate in counselling if the 
time of counselling is convenient to him. Time is very precious for owner managers as they are busy with 
business activities and household chores. Hence, they like to meet the counsellor either in the morning or 
evening.  

The owner manager -1 of MFI-5 declared that, 

“We prefer it if the counsellor visits us in the morning or evening. Generally, we are busy during lunch time.” 

The counsellors who were interviewed also were in agreement with the owner managers about the time of 
counselling. 

The counsellor of MFI-4 stated that, 

“Morning and evening sessions are the good times to meet the client. Sometimes the client may be busy with 
the business and household chores between 11am and 4pm. So, I always visit clients either in the morning or 
evening.” 

The findings further show that type of guidance (i.e. product-related) given through the counselling motivated 
them to engage in the process. For example, they were willing to hear about market linkages through 
counselling.  

The following quotations support this.  

The owner manager-2 of MFI-4 stated that, 

“I produce ornaments to sell using traditional materials. Our MFI holds a trade fair once a month for us to 
sell our products. But this is not enough. If the MFI can provide us more marketing links, then we can sell our 
products.” 

The counsellor of MFI-3 stated that, 
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“Our clients like to hear some our products more. For example, they like us helping them to sell their products” 

On a similar note, owner managers also mentioned that they were willing to take part in counselling sessions 
if the location is convenient to them. If the location is convenient, they could discuss their problems privately 
and need not to bother about transportation cost and dress code. This could be corroborated from the following 
excerpts.  

The counsellor of MFI-1 stated that, 

“I provide counselling at cluster meetings, my office and at clients’ homes. When we visit clients at home, then 
they do not have to worry about their dress code nor transportation. If they are to meet me at my office they 
have to wear a proper dress and spend money on transportation” 

The counsellor of MFI-3 indicated that, 

“Clients do not like to discuss certain business matters at the bank branch (office). They always like to discuss 
them at their homes. So, we visit them at their homes/business premises.” 

The owner manager-1 of MFI-1 declared that, 

“We get counselling at cluster meetings held at nearby temples or the counsellor visits us. It is convenient for us.” 

The findings from cases reveal that social mobilisation programmes offered by MFIs inspire owner managers to 
engage in counselling. MFIs use social mobilisation programmes to educate clients about financial literacy, its 
products, and form groups with members who are willing to obtain services of MFIs. The following quotations give 
examples for this. 

The counsellor of MFI-5 stated that, 

“Social mobilisation programmes will enhance the client's engagement in counselling and training. The client who 
has undergone the social mobilisation process knows the importance of counselling and training because he has 
already seen a change in him.” 

The owner manager-1 of MFI-5 emphasised the importance of the social mobilisation programme thusly;  

“The social mobilisation programme has helped us. I was in a group of five members. We learnt how to work in a 
group. Besides, we were given knowledge on household and business management, savings and some other topics 
in this programme. This programme really motivated us to work with the counsellors and trainers later.” 

It was found that only MFI-2, MFI-4, MFI-5 and MFI-6 have social mobilisation programmes. Hence, the 
owner of managers of these MFIs were more willing to engage in counselling because of these programmes. 
Further, it was found that social mobilisation programmes were often offered by MFIs who practiced group 
lending methodology. The type of MFI did not directly affect owner manager willingness to engage in 
counselling. However, it influences indirectly as the type of MFI could determine the lending methodology 
and product portfolio it offers. For example, government MFIs use group lending methodology as opposed to 
a private bank. Further, it was found that some MFIs, for example, bank-MFIs did not provide many products 
compared to government MFIs. This could be due to the profit motives of MFIs.  Product portfolio with a 
higher number of products could enhance the willingness of owner managers to engage in counselling (i.e. 
product related factors). 

5. Discussion, conclusions and implications 

The findings show that motivational factors, sanctions, and contextual factors influence the willingness of 
owner managers to engage in counselling (i.e. co-production). The following table shows how the findings are 
consistent with the previous literature. 

Table 2. Factors affecting owner managers’ willingness and supporting literature 

Study findings on factors that affect owner manager willingness Relevant literature  
Economic benefits gained by owner managers engaging in counselling; e.g. better 
sales, profits, and knowledge (motivators) 

Material gains (Alford 2009, 2014) and Sharp 
(1978); economic drives (Etgar, 2008) 

Sense of ownership (by participating in the BDS design, an owner manager is 
motivated to co-produce in BDS) (motivators) 

Psychological drives (Etgar, 2008) 

Relationship between counsellor and owner manager; the relationship with the 
counsellor will motivate the owner manager to co-produce in BDS (motivators) 

Situational factors (Etgar, 2008) 
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Table 2 (cont.). Factors affecting owner managers’ willingness and supporting literature 

Owner managers’ compulsory attendance at group meetings either motivates or 
de-motivates their counselling (sanctions) 

Sanctions (Alford, 2009, 2014) 

Location, time, social mobilisation programmes, group and product-related 
factors motivate owner managers to engage in counselling (contextual factors) 

Contextual elements (Pestoff, 2012; Eijk and Steen, 
2014) 

Source: author’s compilation.  

As can be seen from Table 2, the findings relating to motivational factors (i.e. economic benefits, sense of 
ownership and interpersonal relationships) that improve the willingness of owner managers to co-produce with 
counsellors are consistent with the work of Alford (2014), Etgar (2008) and Sharp (1978) on co-production.  

The findings reveal that group meetings regarded as a sanction could either motivate or demotivate the clients 
to engage in counselling. This finding is in line with Alford (2009, 2014)’s work in which he stresses that 
sanctions imposed could motivate and sometimes demotivate the clients to engage in co-production.  

  The literature on co-production also reveals that contextual factors can enhance the willingness of clients to 
co-produce (Pestoff, 2012; Eijk and Steen, 2014) and therefore the findings related to the factors that improve 
the willingness of owner managers to co-produce including factors of time and location, are consistent with 
the extant literature. 

However, although the extant literature on co-production discusses the factors affecting willingness, there are 
no empirical studies done to find out factors affecting the willingness of the client in co-production and thus, 
this study fills this gap. Furthermore, the present study shows that the type of MFI and the type of lending 
method could influence the willingness of owner managers to engage in co-production. 

Based on these findings, MFIs could improve the effectiveness of counselling by educating the counsellors to 
highlight the economic benefits in counselling sessions, to get clients’ involvement in product design, and to 
maintain better relationships with the clients. Further, MFIs need to be careful about the imposition of sanctions 
like making group meeting compulsory as it could sometimes prevent the clients from obtaining counselling. 
Moreover, the counsellors must consider the convenience related to factors such as time and location, as well 
as product related factors that are useful to better engage the clients in counselling. It should also be highlighted 
that social mobilisation programmes offered by certain MFIs motivate the clients to engage in counselling, and 
thus conducting such programmes are vital. According to the study’s findings, the type of MFI and lending 
methodology could have a bearing on the counselling, and thereby on the willingness of owner managers. 
Hence, MFIs which are profit oriented and use individual lending methods, need to think about counselling 
interventions and innovative strategies to improve the willingness of owner managers to engage in counselling. 
This research, therefore, contributes to the knowledge domains embedded in co-production theory, counselling 
and microfinance sectors. Further, it also contributes to the practitioners in microfinance sector. Moreover, 
future research could be carried out in different sectors and interventions in order to identify the factors 
affecting willingness in co-production 
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