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CHAPTER ONE
INTRODUCTION
1.1 Background to Study
For the majority of the world's poor, poverty is a crushing weight as they hunt in vain for chances that continue to evade them. They spend their lives cut off from the resources that the rest of society enjoys. Every country in the globe, whether developing or developed, has devised ways to alleviate poverty and promote economic growth over time. Microfinance, which provides carefully targeted financial services, is an important component of Nigeria's poverty alleviation approach. This creates Microsoft credit, allowing the underprivileged to engage in economic activities like as trade, tailoring, financing, vulcanizing, and running restaurants (Unogbro, 2020).  Allowing the poor to participate in diverse economic activities leads to self-sufficiency, employment, increased incomes, and an improved standard of living (UN Report, 2000). In many developing nations, where the bulk of the population lacks access to formal financial services, whether for credit or savings, a lack of credit has become a significant restraint on production over time.
As a result, providing credit, particularly to the rural poor and low-income earners, is seen as critical to reducing poverty and promoting economic development (Rulle, Bamie & Turay, 2018). Microcredit addresses this problem. It puts the tools of financial growth in the hands of those who need it most. Microcredit and enterprise development are dynamic efforts to enable the rural poor to participate in the market economy with the objective of becoming self-reliant (Emelue, 2013). The experience of the past, some current and continuing realities of socioeconomic and policy environment, which could constrain effective outreach, have elicited some concern about the sustainability of micro finance (MF) development in Nigeria. This is because the experiences of countries that have achieved meaningful progress attest to the fact that the development of micro-finance activities, in terms of sustainability and proper administration, entails overcoming certain fundamental challenges. The challenges are both general (cut across countries) as well as specific (owing to the peculiarity of the country’s environment). Apparently, as Nigeria aspires to achieve global standards in the provision of microfinance services, the ultimate goal of the microfinance policy is to serve as a guideline for providing financial assistance to the underprivileged, in order to be engaged in economic activities and be more self-reliant.
This is expected to lead to a reduction in poverty and stimulate overall economic growth and development. Microfinance administration is a complex process involving the way and manner in which credit is delivered to the micro entrepreneurs. Microfinance or Microcredit administration involves the application of appropriate credit technology by Microfinance banks or institutions in delivering credits to their client. The term “credit technology” includes a host of activities involved in lending, which includes, client selection, and screening, the application and approval process, product design, repayment monitoring, and delinquency management. It also includes the institutional structure and human resource policies such as hiring, training and compensating staff of financial institutions. Financial institutions employ two general types of credit technologies to administer credits to their clients. They are: group and individual lending technologies. It is believed that effective and efficient microfinance administration through the application of the credit technologies will bring about poverty alleviation and usher in economic growth in Nigeria.
1.2. Research Problem
The problem of poverty is not peculiar to Nigeria, it is a worldwide problem hence the eradication of poverty as one of the Millennium Development Goals. Studies show that the poor are bankable and willing to borrow. The concept of microfinance banking is to provide financial services to the poor. This banking concept which has helped in the reduction of poverty in many developed and some developing economies of the world, was introduced in Nigeria in 1988 with the establishment of people's bank. This banking concept has been operated for over ten years in Nigeria, yet poverty persists. The population of the poor in Nigeria increased fourfold in absolute terms between 1980 and 1996 (CBN, 2005). There is evidence that the percentage of the core poor increased from 62% in 1980 to 93% in 1996, whereas the moderately poor only rose from 34.1% in 1992 to 56% in 1996 and declined to 28.9% in 2005. However, the percentage has gradually increased in recent times. The proportion of total income spent on food by the core poor and moderately poor was approximately 75% and 73% respectively. While the non-poor category spent about 53% of their total income on food (CBN, 2005). According to the World Bank (2020) the number of people living below the $1.25 a day poverty line declined from 1.94 billion (52% of the population of the developing world) in 1981 to 1.29 billion (22%) in 2008, a 33.5% drop.
In the light of the above, Nigeria as a nation is obviously backward. Poverty has been a scourge of the Nigerian people. The United Nations Development reports, (CBN, 2005) state that the Nigerian economy has been suffering from severe digression since the mid-1980s. Its Gross domestic Products (GDP), which was US$93.3 billion in 1980 is currently less than a quarter of what it was twenty-five years ago". Nigeria is ranked among the poorest countries in the world (CBN, 2005), and the number of those living in poverty has continued to increase over the years. By 1999 when Chief Olusegun Obasanjo came to power a second time, it was estimated that more than 70% of Nigerians live in poverty. An analysis of the depth and severity of poverty in Nigeria showed that the rural areas were the most affected, while female population constitutes almost more than half of this number. Several reasons accounted for this situation, the large concentration of the populace in the rural areas, the subordinate status of the female population and many years of neglect of the rural areas in term of infrastructural development and lack of information on how the Government is run.
The task of poverty reduction has been a particularly daunting one for all developing countries and, more so in Nigeria. It is this awareness that forms the Obasanjo administration to declare in November 1999 that N470 billion budgets has been mapped out for the year 2000 “to relieve poverty” in Nigeria (CBN, 2005). Poverty rather than being relieved is on the increase in Nigeria in spite of all the poverty eradication programmes initiated by different administrations in the country, microfinance banking inclusive. Microfinance banking as a concept was specifically meant for the reduction of poverty. This concept worked in Bangladesh and many other developing and developed countries of the world, though it has its problems in Nigeria, but its prospects are good if the concept is properly applied and monitored to ensure compliance. These laudable objectives of these specialized banks are deemed to be failing due to the poor policy implementation and inadequate funding, as their impact on the welfare of the poor in quantitative terms is little felt.
The August 2009 famous bank audit resulted in the revocation of the license of 224 microfinance banks in Nigeria by July 2020 (CBN, 2020). Investigations show that the number of microfinance banks depositors who are frustrated is growing, and more banks are closing their doors on them because of their failure to meet with their depositors' demand. The most disheartening problem is that the poor whom these banks are meant to salvage from the claw of poverty are further impoverished. The poor who deposited their little earnings in these banks with the sole aim of getting small credits, lost all with the collapse of the banks. The problem is that microfinance institutions in spite of their laudable objectives and concepts, in-depth studies and recommendations and manner of policies and programmes initiated by various governments (including Directorate of Food, Roads, and Rural Infrastructures, Better Life Programme, Directorate of Employment, People's Bank, Community Bank, Family Support Programme, Poverty Eradication Programme, National Poverty Eradication Programme, National Economic Empowerment Development Strategy (NEEDS) and lately microfinance banks) to reduce poverty in Nigeria, have not succeeded since poverty is still on the increase.
In addition, scholars and practitioners in the microfinance industry have observed that the performance of majority of the various initiatives has been less than optimal in terms of outreach to the target population and sustainability. It is the above trend of thought that motivated the researcher on the necessity to conduct the study focusing on the impact of microfinance banks on poverty alleviation and economic growth in Nigeria.
1.3. Research Questions
Based on the issues raised in the background of the study and the problem statement, this study seeks to find answers to the following research questions:
i. What is the effect of microfinance on poverty alleviation and economic growth in Nigeria?
ii. To what extent does the growth in deposits liabilities of microfinance banks impact on poverty alleviation and economic growth in Nigeria?
iii. Do loans and advances of microfinance banks have any significant impact to the poorer sections of the society and economic growth in Nigeria?
1.4. Objectives of the Study
The main objective of this study is to examine the impact of microfinance bank on poverty alleviation and economic growth in Nigeria. Specifically, the study intends:
i. To investigate the effect of microfinance on poverty alleviation and economic growth in Nigeria.
ii. To explore the impact of deposits liabilities of microfinance banks on poverty alleviation and economic growth in Nigeria.
iii. To examine how efficient the microfinance banks have been able to disburse loans and advances to the poorer sections of the society for economic growth in Nigeria.
1.5. Research Hypotheses
In achieving the objectives of the study, the following hypothesis were formulated and stated in null form.
H01: Asset of microfinance has no significant effect on poverty alleviation and economic growth in Nigeria.
H02: The deposit liabilities of microfinance banks do not have significant effect on poverty alleviation and economic growth in Nigeria.
H03: The loans and advances of microfinance banks do not have significant effect on poverty alleviation and economic growth in Nigeria.
1.6. Significance of Study
As long as poverty and underdevelopment remain stack realities in Nigeria, the role of microfinance banks cannot be underestimated. The outcome of this research will immensely contribute in various ways. It will add to the existing stock of knowledge on research study of this nature. In addition, it will educate clients of microfinance institutions on how to judiciously utilize microcredit services offered to them and on the need to keep business records to enable them to have access to repeat loan services.
It is hoped that the findings of this study will help Nigeria and other developing countries faced with the challenges of poverty alleviation in the areas of policy choices and programme implementation. Non-State actors like Non-Governmental Organisations (NGOs); Civil Society Organisations (CSOs) and trade union organisations can also benefit from the findings of this study to construct their roles as partners in poverty alleviation and as ingredients for issue framing and agenda-setting through provision of ‘fishhooks’ rather than ‘fish’ to the poor. Equally, future researchers on the subject matter will find a reservoir of literature banks for further improvement and development of the subject matter from this study.
1.7. Scope of the Study
This study focuses on the microfinance banks as a panacea for poverty alleviation and economic growth in Nigeria. The study covers a period of 25 years (1992 to 2016). The choice of this period is based on the fact that most of the reforms initiated by the Federal Government of Nigeria through the instrumentality of the apex bank (the Central Bank of Nigeria) in the microfinance banks took place during this era.
1.8. Definition Of Terms 
· Microfinance institutions: Microfinance is a broad category of services which include micro-credit. Micro-credit is provision of credit services to poor clients.
· Alleviation: The action or process of making suffering, deficiency or problem less severe
· Poverty alleviation is a set of measures both economic and humanitarian that are intended to permanently lift people out of poverty.
· Bank: a financial institution licensed to received deposits and make loans to the needs in order to create wealth.


CHAPTER TWO
Literature review
2.1	Conceptual Framework:
2.1.1	Conceptual Literature of Microfinance
Micro-finance (credit) is fund designed to enable the unemployed, entrepreneurs, small and medium scale enterprises and rural people to participate in the market economy. It has been identified as a major ingredient for the poor and low-income people towards poverty alleviation. Financial support will assist the increase of their income and earning capacity, bring investment into the community and create employment. The micro credit involves the receipt of resources (money, materials etc) by a person or group or business enterprise with the promise to make good use of the resources (value) and return slightly higher value at a future date (Emelue, 2003).
According to Osamwonyi and Obayagbona (2012), microfinance literally means building financial systems that effectively and efficiently serve the needs of the poor. Microfinance is the provision of a broad range of financial services such as savings, loans, payment services, money transfers and insurance to the poor and low income persons, households and their micro enterprises; Robinson (2002). Microfinance enables clients to protect, diversify and increase their incomes as well as to accumulate assets and reduce their vulnerability to income and consumption shocks. Roadman (2012) opines that microfinance bank is the provision of financial services to low-income earners, including consumers and the self-employed who traditionally lack access to formal money deposit banking and related services. In other words, it is the provision of small loans (microcredit) to poor people to enable them to engage in productive activities or grow their businesses.
In some regions, for example Southern Africa, microfinance is used to describe the supply of financial services to low-income employees, which is closer to the retail finance model prevalent in mainstream banking. For some, microfinance is a movement whose object is “a world in which as many poor and near-poor households as possible have permanent access to an appropriate range of high-quality financial services, including not just credit but also saving insurance, and funds transfer”. Many of the promoters of the idea of microfinance generally believe that such access will help poor people out of poverty. For others, microfinance is a way to promote economic development, employment and growth through the support of micro-entrepreneurs and small businesses.
Muhammad (2020) considers microfinance as a provision of financial services to low-income clients, including consumers and the self-employed, who traditionally lack access to banking and related services. The vision of micro finance is to create systemic changes in financial systems worldwide. Instead of the exclusive financial systems that have for decades benefitted and protected the wealthy, microfinance intends to serve the improvised majorities, help lift them out of poverty, finance small and medium scale enterprises thereby make them full participants in their country’s social and economic development (Suberu, 2011). Microfinance is a broad category of services, which includes microcredit. Microcredit is provision of credit services to poor clients. Microcredit is one of the aspects of microfinance and the two are often confused. Critics may attack microcredit while referring to it indiscriminately as either 'microcredit' or ‘microfinance’. Due to the broad range of microfinance services, it is difficult to assess impact, and very few studies have tried to assess its full impact.
2.1.2.	Justification for the Establishment of Microfinance Institution. 
From the appraisal of existing microfinance-oriented institution in Nigeria. The following facts have become evident:
1.	Weak Institution of Capacity: The prolonged sub-optimal performance of many existing community banks, microfinance and development finance institutions is due to unreliable management, weak-internal controls and lack of deposit insurance schemes. Other factors are poor corporate governance, lack of well-defined operations, restrictive regulatory and supervisory requirements among others. 
2.	Absence of Technology Platform: The absence of an appropriate network platform for information communication technology to driven down cost and achieve economic of scale is a major impediment to profitable operations. Those financial statements of accounts were approved by the CBN 2008-2009 had up to ₦20million shareholders funds unimpaired by losses.
3.	Weak Capital Base: The weak capital base of existing microfinance institutions, particularly present community banks cannot adequately provide a cushion for the risk of lending to microfinance and micro-entrepreneurs without collateral. This is supported by the fact that only 75% out of overall community banks in the living status of the within the community is another criterion towards the effectiveness of the micro-financing, the feature included in the micro-credit policy of the rural banks are however affected by the effective management scheme in meeting the objectives of the country and can be used for the future. Co-Operatives and Rural Development Bank Limited (NACRDB) with a proposed authorized share capital of ₦50.0billion, ₦10.0billion paid up capital and only ₦1.3billion shareholders funds unimpaired (Olagunju and Adeyemo, 2008). 
4.	The Existence of a Huge Un-served Market: The size of the un-served market by existing financial institution in large. The average banking density in Nigeria is one financial institution outlet to 32,700 inhabitants. In the areas, it is 1:5700 that is less than 2% of rural households have access to financial services. Furthermore the 8 leading microfinance institutions in Nigeria were reported to have mobilized a total savings of ₦22.26million in 2004 and advanced ₦2.624 billion credits with an average loan size of ₦8,206.90. This translates to about 320,000 membership-based customers that enjoyed one form of credit or another from the eight NGO-MFLs.  Their aggregate loans and deposits when compared with those of community bank represented percentages of 23.02 and 1.04 respectively. Thus, reveal the existence of huge gap in the provision of financial services to a large number of active but poor and low-income groups. The existing formal MFLs serve less than one million out of the over 40million people that need the services. Also, the aggregate micro-credit facilities in Nigeria account for 0.2% of GDP and less than 1% of total credit to the economy.
5.	Economic Empowerment of the Poor, Employment Generation and Poverty Reduction: The baseline economic survey of Small and Medium Industries (SMIs) in Nigeria conducted, indicted the 6498 industries covered currently employed a little over one million workers considering the facts that about 18.5million (28% of the available work force) Nigerians are unemployed, the Nigerians Employment and Development Strategy (NEEDS) is the empowerment of the poor and private sector through the provision of needed financial service to enable them engage or expand their present scope of economic activities and generate employment delivery needed services as contained in the strategy would be remarkably enhanced through additional channels which the microfinance bank framework would provide. It would also assist the SMIs raising their productive capacity and level of Employment generation. The Need for Increased Savings Opportunity: The microfinance institution would provide the needed window of opportunity and promote the development of appropriate (safe, less costly, less convenient and easily accessible) savings. Products that would be attractive to rural clients and improve the saving level of the economy. 
6.	The Interest of Local and International Investors in Microfinance: Many local and international investors have expressed interest in investing in the countries micro-finance sub-sector. Thus, the establishment of microfinance policy framework for Nigerian provides an opportunity for them to participate in financing the economic activities of low-income households and the economically active poor. 
7.	Urban Bias in Banking Services: Most of the existing banks are located in urban center and severally attempts in the past at encouraging them to open branches in the rural areas did not provide the desired results, with a high proportion of the Nigerian population still living in the rural areas. It has become imperative to develop an institutional framework to reach the hitherto unserved population with banking sector. 
2.1.3	Microfinance Policies and Goals 
The microfinance policy: the microfinance policy provides a platform to achieve the following specific objectives:
1.	Provision of timely, diversified, affordable and dependable financial services to the economically active poor. 
2.	Creation of employment opportunities and increase the productivity and household income of the active poor in the country, thereby enhancing their standard of living. 
3.	Promotion of synergy and mainstreaming of the informal microfinance sub-sector into the formal financial system. 
4.	Enhancement of service delivery to Micro, Small and Medium Enterprises (MSMEs). 
5.	Mobilization of savings for intermediation and rural transformation. 
6.	Promotion   of   linkage   programme   between   Microfinance Institutions (MFIs), Deposit Money Banks (DMBs), Development Finance Institutions (DFIs) and specialized funding institutions. 
7.	Provision of dependable avenues for the administration of the micro-credit programme of government and high net worth individual on a non-recourse basis. 
8.	Contribute to rural transformation.
Policy Targets: Based on the objectives listed above, the targets of the microfinance policy are as follows:
1.	To cover the majority of the poor but economically active population by 2020, thereby creating millions of jobs and reducing poverty. 
2.	To increase the share of micro-credit as percentage of total credit to the economy from 0.9% in 2005 to at least 20% in 2020 and the share of micro-credit as percentage of GDP from 0.2% in 2005 to at least 5% in 2020. 
3.	To promote the participation of all states and FCT as well as at least two third of the state and local government areas in microfinance activities by 2015. 
4.	To eliminate gender disparity by ensuring that women access to financial services increased by 15% annually that is 5% above the stipulated minimum of 10% access the broad.
The Goals: The establishment of micro-finance banks has become imperative to serve the following purposes:
1.	Provide diversified, affordable and dependable financial services to the active poor, in a timely and competitive manner that would enable them to undertake and develop long-term, sustainable entrepreneurial activities;
2.	Mobilize savings for intermediation.
3.	Create employment opportunities and increase the productivity of the active poor in the country, thereby increasing their individual household income and uplifting their standard of living;
4.	Enhance organized, systematic and focused participation of the poor in the socio-economic development and resource allocation process;
6.	Render payment services, such as salaries, gratuities, and pensions for various tiers of government.
2.1.4	Contribution of Government in Alleviation of Poverty Through Establishment of Microfinance Banks. 
The new window  of  opportunity  for  the  emerging  microfinance  banks  in  bringing  financial  services  of  people  who  never  had access  to  such  services  before  would  require  the  support  of government and those of regulatory authorities. The CBN shall collaborate with the appropriate fiscal authorities in providing favorable tax treatment of MFBs financial transactions such as reduction from value added tax (VAT) on lending or tax on interest income. Similarly, the off exempting from profit tax shall be applied to any MFBs that does not distribute its net surplus to finance more economically beneficial micro, small and medium entrepreneurship. A rediscounting and re-financing facility providing liquidity assistance to support and promote a microfinance programme. This would enable MFBs that have met the CBN prudential requirements to a sustainable basis provide and render micro-credit and other services to clients.
Furthermore, past Nigerian governments have made a lot of frantic efforts to alleviate poverty in the country. How effective these efforts have been and the sincerity in implementing them remains a re-occurring question like everything that is done in Nigeria, poverty alleviation programme has been largely handled with so much noise that they have yielded little or no result. The earliest efforts at poverty alleviation was made in 1972 by Gen. Yakubu Gowon, the then Head of State. But the Babangida era would arguably remain the only one who introduced the highest number of poverty alleviation programme. His administration in 1986 established People Bank and empowered it to offer soft loans to prospective entrepreneurs without collaterals. Community banks were encouraged to exist as adjuncts to the Peoples Bank and the People Bank regulated their activities.
The Directorate of the Food Roads and Rural Infrastructure (DFRRI) was created in 1986 with a mandate to open up rural areas through massive construction of feeder roads and provision of basic amenities which would transform them into production centers for the national economy. The hinterland was to be opened and made more accessible so that farmers could transport their product to the markets easily at cheaper rates, thereby reducing the cost of food production. There was also an attempt to promote rural employment and the understanding being that if infrastructure such as electricity, for example was available in the rural area, there would be gainful employment for unskilled workers like welder. In that view, some roads were constructed and a number of other infrastructures were provided to reduce rural urban migration. However, the programme succeeded more as a beautiful dream than reality and it gulped more than #1.9billion. There were strong allegations of diversion of public funds to private pockets and growth of new class of millionaires. Other examples of contributions of government in the past aimed at alleviating poverty were through Unemployment, Reduction Strategies in Nigeria, Better Life Programme, Family Support Programme and Family Economic Advancement Programme Funding of Nigerian Poverty Alleviation Eradication Programme (NAPEP) etc.
2.1.5	The Rate at Which Rural Dwellers are not Able to Repay Loans 
Traditionally, banks have not provided financial service such as loans to clients with little or no cash income. Banks incur substantial cost to manage a client account, regardless of how small the sum of money involved. The fixed cost of processing loans of any size is considered as assessment of potential borrowers, their repayment prospects and security, administration of outstanding loans, collecting from delinquent borrowers etc has to be done in all cases. There is break-even point providing loans or deposit below which banks lose money on each transaction they make. Poor people usually fall below break-even point and a similar equation result efforts to deliver other financial services to poor people. 
In addition, most people have few assets that can be secured by a bank as collateral. As documented extensively by Hemando DeSoto and others, even if they happen to own land in the developing world, they may not have effective title to it. This means that the bank will have little recourse against defaulting borrowers because of these difficulties when people (poor) borrow them often rely on relatives or local moneylenders whose interest rates can be very high.
1.	Financial Needs and Financial Services: In developing economic and particularly in the rural areas, many activities that would classify in the developed world as financial are mot monetized that is money is not used to carry them out. Almost by definition, poor people have little money but circumstances often arise in their lives in which they need money can buy. In Rutherford Stuart (2000) recent book the poor and their money; he cited several types of needs. They include:
- Lifecycle Needs: Such as weddings, funerals, childbirth, education, home building, widowhood, old age.
- Personal Emergencies: Such as sickness, injuries, unemployment theft, harassment or death
- Disasters: Such as fires, floods, cyclones and man-made events like war or bulldozing of dwellings.
- Investment Opportunities: Expanding a business buying land or equipment, improving house, securing a job (which often requires Poor people find creative and often collaborative ways to meet these needs, primarily through creating and exchanging different forms of non- cash value. Common substitutes for cash vary from country to country but typically include livestock, grains, jewelries and precious metals.
2.	Ways in Which Poor People Manage Their Money: Rutherford (1989) argues that the basic problem poor people as money manager face are to gather a usually large amount of money. Building a new home may involve saving and protecting diverse building materials for years until enough are available to proceed with constitution. 
Children schooling may be funded by buying chickens and raising them for sale as needed for expenses, uniforms, bribes etc. because all the value is accumulated before it is needed, this money management is referred to as “saving up”.  Often people don’t have enough money when they face a need so they borrow. A poor family might borrow from relatives to buy land from a moneylender to buy rice or from a microfinance institution to buy a sewing machine. Since these loans must be repaid by savings after the cost is incurred, this refers to “saving down”. 
2.1.6	Challenges of Micro Finance Banks:
Current operational strategies of microfinance banks In Nigeria present serious challenges as many of the banks are yet to come to terms with the tenets of practical microfinance principles. Owing to lack of technical skills and capacity, the banks are engaged in lending and savings practices that could ration out poor clients that they were designed to serve. Licensed purchase order financing, large transactional lending (large average loan size) and large scale deposit mobilization dominate their activities. Rural lending is very minimal, owing to the fact that the banks are located in cities and urban areas, (Microfinance Newsletter: 2009). This portends a drift from the overall mission of the microfinance policy and indeed microfinance in Nigeria .Microfinance banks in Nigeria have not gone deep enough to ensure a clean break from community and commercial banking. This resulted in situation in which the driving principle behind the success of microfinance, that the active poor can save, borrow and repay loans priced even above conventional banking market rates was lacking. Also the penchant to regard commercial banks as their competitors rather than use them as partners’ shows that the microfinance banks are missing their target market and this should be corrected immediately. 
Furthermore, there is an urgent need to train the staff of the microfinance banks at all levels. About 70 percent of the MFI are manned by managing directors who are not equipped with the skills base or the vision and commitment to run these banks (Microfinance Newsletter: 2009). Under such circumstances, they cannot attract and retain good staff.
2.2	Theoretical Framework:
2.2.1. Labor Surplus Theory
The main theory, which goes back to the seminar paper by Lewis (1955), is the labour surplus theory. It is argued that the driving force behind MSE development is excess labour supply, which cannot be absorbed in the public sector or large private enterprises and is forced into MSEs in spite of poor pay and low productivity. Arguably, the MSE sector develops in response to the growth in unemployment, functioning as a place of last resort for people who are unable to find employment in the formal sector. MSEs are expected to grow in periods of economic crisis, when the formal sector contracts or grows too slowly to absorb the labour force. However, when formal employment grows, the MSE sector is assumed to contract again and thus develops an anti-cyclical relationship with the formal economy. Particular attention has been paid to the behaviour of the MSE sector before and after the introduction of structural adjustment policies; examples include Brand etal. (1995) for Zimbabwe, and Meagher and Yunusa (1996) for Nigeria.
One re-interpretation of the labour surplus theory is the new literature on demarginalization, which relates the development of rural non-agricultural activities to the rural surplus labour, which, in turn, either supplements agricultural production with non-agricultural activities or migrants to the urban areas (Bryceson, 1996; Bryceson and Jamal,1997). The effect of such a theory would be similar to that of the theory of commercialization of the rural areas, namely, a continuous growth in the informal MSE sector. However, there are some empirical problems with the unemployment theory of the growth and development of MSEs. First, there is lack of reliable and adequate data for researchers to test the hypothesis that MSEs absorb surplus labour from the public sector or large private 
Enterprises and the hypothesis that increases in labour demand by MSEs have taken place before or after structural adjustment. Second, for the MSE sector to function as a place of last resort, it must be easily accessible. However, many studies have shown that this is only the case for a handful of MSE activities. It is also sometimes argued that MSEs concentrate on trade because this requires less capital and knowledge than production. While it may be true that production requires more investment capital than trade, Small-Scale trade is likely to require more working capital than small-Scale production in order to secure a certain income. This is partly because value added is lower for the trader than for the producer, and partly because, in small scale production, the customer will often be required to pay for the materials in advance, while the small-scale trader will have to give credit (probably more often than large formal retailers). Therefore, there are severe limitations to the extent to which the MSE sector can function as a place of last resort during crises.
2.2.2.	Output-Demand Theory
The second theory for explaining the development of the MSE sector in developing countries is the output-demand theory. The theory postulates that a prerequisite for the development of MSEs is that there is a market for their products and services. Therefore, the MSE sector will tend to develop a cyclical relationship with the economy as a whole. However, MSEs will also develop in competition with large enterprises in the formal sector, and their development will be constrained by formal sector monopolies. Structural adjustment and other policies that limit such monopolies, and attempt to create more competition, will therefore be advantageous to the MSEs, because this may allow them to capture market shares from the large enterprises. Proponents of structural adjustment and stabilization policies tend to base their arguments on this theory. Empirical studies based on the output-demand theory tend to focus on the upper end of the MSE sector, particularly the manufacturing enterprises and the larger, more resourceful and successful MSEs, which have a potential to grow into the formal economy. These studies propose strengthening of the MSEs through networks or via the creation of forward linkages with the formal economy, for example franchising and sub-contracting. This approach has not had much success in Africa due to problems of poor infrastructure and lack of trust between both parties. This creates an unstable environment and reduces the efficiency of the formal sector and access to factor markets for MSEs; see, for example Liedholm and Mead (1993) and Grierson and Mead (1995).
In addition, a modified strand of the output-demand theory links MSEs and the long run development of the rural agrarian economy in an anti-JUJIUJ cyclical relationship, to the detriment of agricultural production (Bryceson and Jamal, 1997). As a result of monetization, commercialization and urbanization, the rural population turns to non-agricultural activities and the money economy. This creates a growing market for MSEs’ goods and services.
2.3.    Empirical Review:
Quite a number of research have been conducted world over on the impact of microfinance banks and poverty alleviation on economic growth. Few of these research are considered relevant and hence reviewed. For instance, Ugochukwu and Onochie (2017) Using the method of OLS regression analysis, examined the impact of micro-credit on poverty reduction in Nigeria from 1999 to 2008. The result showed the expected negative relationship between micro finance lending and poverty alleviation in Nigeria. Okafor, et al., (2016) using the Error Correction Model (ECM) analytical technique investigated the impact of microcredit on poverty reduction in Nigeria from the period 1999 to 2014. The research findings showed that microcredit has negative and non-significant impact on poverty reduction in Nigeria. Interestingly, the size of microfinance banks in Nigeria has a positive impact on poverty reduction. In line with theoretical expectation, interest rate was found to have negative and significant effect on poverty reduction in Nigeria.
Nwaeze el at (2015), postulated and opined that Microfinance bank in Nigeria has not significantly contributed to rural poverty alleviation. In carrying out this research design, questionnaires were used in data collection while the data obtained were presented and analyzed using tables and simple percentages respectively. The result gotten from this research work was based on the ground that most microfinance banks are found in the urban centers and cities as well as the poor information available to the rural dwellers on the activities of these banks. They then recommend that government should encourage the establishment of micro finance bank in the rural communities as this will enable rural dwellers that do not have direct access to formal banking services, and opportunity of enjoying banking services at their doorstep.
Idowu and Oyeleye (2012) examined the impact of micro finance bank on poverty alleviation in a selected area of Oyo state, Nigeria. The study was carried out in the selected area using stratified and purposive sampling techniques, selecting 150 customers of micro finance banks. Primary data were analyzed using Foster Greer Thornback; Matching Framework Analysis and Partial Correlation.  Through the results they opined that poverty index of the respondents reduced from 0.1668 to 0.1551 after the collection of loans which implied that micro finance banks impacted positively on their living standards. The result also shows that the size of loan given to customers should be increased in order to enhance their standard of living and consequently alleviate.
Imoisi et al (2014), Investigated the microfinance its impact on poverty alleviation in Nigeria. The study made use of primary data, obtained through field surveys from the selected microfinance banks in Edo state and utilized quantitative tools to analyze these data so as to bring out any existing relationship between microfinance and poverty alleviation. The result obtained showed that microfinance has the potential of alleviating poverty by ensuring wealth creation and its attendant self- sufficiency. Based on these findings, it has been believed that microfinance has helped in alleviation poverty in the country by helping individuals to start up their business, expand their existing business, increasing the level of employment and raise the standard of living in the country. They then recommend that a massive educational drive on the importance of microfinance in fighting widespread poverty should be launched in the country.
Audu and Achegbulu (2011) postulated and opined that microfinance is a key development strategy for 
2.4. Knowledge Gap
The prime objective of the studies reviewed here is to explore the empirical studies on microfinance and economic growth in Nigeria. From the review of these prior studies, it is being observed that most of the studies found a positive relationship between microfinance and economic growth. While some had significant impacts, others had insignificant impacts. Also, some microfinance variables have not been adopted in verifying the impact of microfinance on economic growth in Nigeria. These gaps in literature have given impetus to this study which seeks to explore the impact of microfinance banks on poverty alleviation and economic growth in Nigeria using more robust econometric techniques.


CHAPTER THREE
METHODOLOGY
3.1 	Introduction
The purpose of this study is to research into the impact of Microfinance Bank in the alleviation of Poverty in Nigeria with a case study of Apeks Microfinance Bank, Kwara state. This chapter focuses on the research method adopted in the study. The researcher considers the research designed and its acceptability using data analysis technique 
3.2. Research Design and Approach
The research was designed to ascertain the role of microfinance bank in the alleviation of poverty in Nigeria. Data was collected using the primary method of data collection (close end questionnaire). Questionnaires which have an economic advantage both in time and effort and its provision of uniformity to any subject. Meanwhile, secondary data is collected from relevant facts, journal and statistical bulletins and internet information.
3.3	Research Population and Sampling 
The population selected for this research was drawn from staff of Apeks Microfinance Bank, Ilorin, Kwara state. Therefore, the entire population selected was 17 junior staff and 8 senior staff.
3.4. 	Sampling size and Techniques
 For effective contribution, simple random sampling techniques were used to select sample size from the total population of 25. The use of random sampling in this study is considered appropriate because of the assertion that representative of the sample is assumed by applying random sampling technique.
Based on the total population of 25 staff of microfinance bank, sample size was determined using Yamani’s (1964) formula thus. 
[image: ]n =  [image: ]
Where 
n = sample
N = population size 
e² = error limit (0.05)
1 = constant
n =		     
25
   1+25(0.05)²
n=		25
	1+25(0.0025)
n =	             25	
       1+0.0625
n= 23.5
n = 24
Analysis of data will be based on the respondents who returned their questionnaires, and which conceded with the sample size
3.5.  Method of Data Collection 
In collecting of data for this study, the questionnaire method was used. The researcher use 24 questionnaire which were administered to the staff of Apeks microfinance Bank. All the questionnaires were filled and returned to the researcher. The respondents were allowed to take time in order to study the questions before ticking the appropriate boxes provided. 
3.6.   Administration of Instrument 
The questionnaire will be used, designed and administered to all bank workers which are the major instrument by the researcher. All the copies will be distributed to the target workers of Apeks microfinance bank, Ilorin, Kwara State. While the researchers go about the distribution, he will also carry out some oral interviews to confirm data or answers collected through the questionnaire. 
3.7.  Method of Data Analysis 
For the appropriate techniques to be used in any analytical study, depends on the kind of statistical tools used. Therefore the use of tables, frequency and percentage will be of great help. The data will be presented and analyzed in tables and the view of majority will be taken as the dominant view. Also the hypothesis is tested by applying the responses to the question that is related to the formula hypothesis. 
The formula for chi-square is; 
X ² = Σ     [image: ][image: ][image: ] ²	
		e
Where
o= Observed Frequency
e= Expected Frequency Σ= "Sum of"
The observed frequency o, said to be the number of times a set of event occurs while the expected frequency Σ, given to number of time and set of events is expected to occur.
Degree Of Freedom (DF) =(R-1) (C-1) Where
R= Number of Row
[bookmark: page47][bookmark: page44][bookmark: page45][bookmark: page46][bookmark: page48]1= Constant



CHAPTER FOUR
PRESENTATION ANALYSIS AND INTERPRETATION
4.1. Introduction 
In this chapter, we carry out the empirical analysis of the study. This is done by analyzing the data provided for the study.
4.2 Data Presentation and Analysis
This section is used to analyze the data acquired from the questionnaire distribution for the purpose of this research in order for quick answer based on the response to the question. The chi-square tool of analysis will be used in testing the hypothesis.
4.3 Interpretation of Questionnaire
24 copies of questionnaire were distributed to the workers of Apeks microfinance bank, Ilorin.
Table 4.3.1
 Distribution of staff by sex at APEKS Microfinance bank, Ilorin.
	        Sex
	Number of respondents
	   Percentage 

	Male
	         15
	      63

	Female
	          9
	      37

	Total
	        24
	    100


Source: Author Survey, 2025
The table above shows 63% of the workers is male, while 37% of the workers are female.


Table 4.3.2
 Age distribution of staff of Apeks Microfinance Bank, Ilorin
	Age
	Number of respondents
	Percentage (%)

	21-40
	          17
	            71

	40 and Above
	           7
	             29

	Total
	            24
	            100


Source: Author Survey, 2025
The table above shows that 71% are between the age of 21-40, and 29% between the age of 40 and above. This shows that the bank employed more middle age to work.
Table 4.3.3
 Marital status of staff of Apeks Microfinance bank
	Marital status
	Number of respondents
	Percentage (%)

	Single
	        12
	         50

	Married
	        12
	         50

	Total
	        24
	      100


Source: Author Survey, 2025
The tables above show 50% are single while 50% are married. The single and married are equally employed.
 
Table 4.3.4 
Position of the office staff
	 Office position
	Number of respondents
	Percentage (%)

	Junior staff
	        16
	         67

	Senior staff
	         8
	         33

	Total
	        24
	      100


Source: Author Survey, 2025


The table above shows that 67% of the staff is junior staff while 33% are senior staff.
Table 4.3.5
Educational qualification of the bank staff
	Educational qualification
	Number of Respondents
	Percentage (%)

	NCE
	         4  
	        17

	ND
	        5
	        21

	DEGREE
	       15
	        62

	Total
	         24
	        100


Source: Author Survey, 2025
The table above shows that 17% of the staff is NCE holder, 21% are ND holder and 62% are Degree holder. This shows that more of Degree holders are employed.
Table 4.3.6 
Does microfinance bank contribute to poverty reduction?
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        22
	        92 

	No
	        2 
	        8 

	Total
	        24
	      100


Source: Author Survey, 2025 
The table above shows that 22 of the respondents agree that microfinance bank contribute to poverty reduction which accountant for 92% while two of the respondent disagree that microfinance bank contribute to poverty reduction which accountant for 8%. From the above analysis microfinance bank has the better chance to contribute to poverty reduction.





Table 4.3.7 
Do microfinance bank have impact on the standard of living of the people of Nigeria?
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        23
	        96

	No
	        1 
	        4 

	Total
	        24
	      100


Source: Author Survey, 2025
From the table above 23 respondents believe that microfinance have impact on the standard of living of people in Nigeria which accounted for 98% while 1 respondent believe otherwise which accountant for 2%. The above analysis microfinance bank has a great impact on the standard of living of the people in Nigeria.
Table 4.3.8
 Is the contribution towards the rural transformation effective?
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        21
	        88 

	No
	        3 
	        12 

	Total
	        24
	      100


Source: Author Survey, 2025
The above table shows that 21 of the respondents agreed that microfinance bank contribute effectively towards the rural transformation which accounted for 88% while 3 of the respondents disagreed that microfinance bank does not contribute effectively towards the rural transformation which accounted for 12%. From the above analysis it is seen that microfinance bank contribute towards the rural transformation by granting loan for small scale enterprises.



Table 4.3.9 
Is microfinance bank working towards the alleviation of poverty in Nigeria? 
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        22
	        92 

	No
	        2 
	        8 

	Total
	        24
	      100


Source: Author Survey, 2025
The above table shows that 22 of the respondents admit that microfinance bank work towards the alleviation of poverty in Nigeria accounted for 92%. While 2 of the respondents did not admit which accounted for 8%.
	From the above analysis microfinance bank has a better chance to work towards the alleviation of poverty in Nigeria. 
Table 4.3.10 
Do poor have access to microfinance fund and loan for the development of micro enterprise in Nigeria?
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        19
	        79 

	No
	        5
	        21

	Total
	        24
	      100


Source: Author Survey, 2025
The above table shows that  19 of the respondents agrees that poor have access to microfinance fund and loan for the development of micro enterprise in Nigeria which accounted for  79%  while 5 of the respondent disagree. Which accounted for 21%. From the above analysis it is seen that the poor has access to microfinance bank loan and fund for the development of micro enterprises in Nigerian.



Table 4.3.11 
Does microfinance bank provide loan to start small scale enterprises?
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        21
	        88 

	No
	        3 
	        12 

	Total
	        24
	      100


Source: Author Survey, 2025
The table above shows that 21 of the respondents agreed that microfinance bank provide loan to start small scale enterprises which accounted for 88% while 3 of the respondents disagreed that microfinance bank provide loan to start small scale enterprises which accounted to 12%. From this analysis it is strongly agreed that microfinance banks provide loan to start small scale enterprises which leads to rural transformation.  
Table 4.3.12
 Does microfinance bank create employment opportunity and increase the productivity of active poor and low-income earners in the country?
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        22
	        92 

	No
	        2 
	        8 

	Total
	        24
	      100


Source: Author Survey, 2025
The above table shows that 22 of the respondents agreed that microfinance bank create employment opportunity and increase the productivity of active poor and low income earners in the country which accounted to 92% while 2 of the respondents disagreed which accounted to 8% From this analysis it is seen that microfinance bank creates employment opportunities and increase the productivity of the active poor and low income earners in the country as seen in table 4.3.5.


Table 4.3.13
 Do poverty reductions have any implication on sustainable development in Nigeria?
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        20
	        83

	No
	        4
	        17 

	Total
	        24
	      100


Source: Author Survey, 2025
The table above shows that 20 of the respondents agreed that poverty reduction has an implication on sustainable development of Nigeria which accounted to 83% while 4 of the respondents which accounted for 17% disagreed. The above analysis shows that microfinance banks are the channel to poverty reduction which have an implication on sustainable development.
4.4 Testing of Hypothesis
However, in order to arrive at a reasonable conclusion, the analysis above would further be tested by using chi-square. The questionnaire had been so designed to confirm the hypothetical statement that respondent to the questions.  
The formula for chi-square is; 
X ² = Σ     [image: ][image: ][image: ] ²	
		e
Where
o= Observed Frequency
e= Expected Frequency
 Σ= "Sum of"
The observed frequency o, said to be the number of times a set of event occurs while the expected frequency Σ, given to number of time and set of events is expected to occur.
Degree Of Freedom (DF) =(R-1) (C-1) Where
R= Number of Row
1= Constant
Decision Rule
Accept null hypothesis Ho and reject alternatively hypothesis H1 when x2 calculated value is less than x2 tabulated value, that is;
Accept Ho if:
X2 cal < X2 tab Accept alternative hypothesis H1 and reject null hypothesis Ho when X2 
Calculated value is greater than X2 tabulated value, that is;
Accept H1 if:  
X2 cal > X2 tab
 Hypothesis I 
H0: Microfinance banks have not significantly contributed to rural transformation
H1: Microfinance banks have significantly contributed to rural transformation.
To test hypothesis, I table 4.2.8 is used.
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        21
	        88 

	No
	        3 
	        12  

	Total
	        24
	      100


Source: Author Survey, 2025
	Fo
	Fe
	Fo-Fe
	(Fo-Fe) ²
	(Fo-Fe) ²
     Fe

	21
	12
	9
	81
	6.8

	3
	12
	-9
	81
	6.8

	24
	24
	
	
	13.6


  Fe = Ʃ  fo       =  24  =12
      	     n             2

Using chi-square

         X2   = Ʃ (fo - fe)2     =13.6
                       Fe
Degree of freedom df =(r-1) (c-1)
			      (2-1) (2-1) =1
Level of significance =0.05
X2 Tabulated= 3.841
X2 Calculated =13.6
Since X² calculated is (13.6) is greater than X² tabulated is (3.841). We therefore reject the null hypothesis and accept the alternative hypothesis which state that the Microfinance banks have significantly contributed to rural transformation.
Hypothesis II
H0: None accessibility of the poor to microfinance funds and loans is insignificant to the poverty reduction
H1:  Accessibility of the poor to microfinance funds and loans is significant to the poverty reduction
To validate this hypothesis table 4.2.10 will be used.
	Opinion
	Number of respondents
	Percentage (%)

	Yes
	        19
	        79 

	No
	        5
	        21

	Total
	        24
	      100


Source: Author Survey, 2025
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	36
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	49
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  Fe = Ʃ  fo       =  24  =12
      	     n             2
Using chi-square
         X2   = Ʃ (fo - fe)2     =7.1
                       Fe
Degree of freedom df =(r-1)(c-1)
			      (2-1) (2-1) =1
Level of significance =0.05
X2 Tabulated=3.841
X2 Calculated =7.1
Decision Rule
Since X² calculated is (7.1) is greater than X² tabulated is (3.841). We therefore reject the null hypothesis and accept the alternative hypothesis which state that the poor have access to microfinance funds and loans is insignificant to the poverty reduction.
4.5 DISCUSSION OF FINDINGS 
From the analysis of this chapter, the researcher found out that Micro finance banks render financial services to their customers in form of credit facilities. The researcher found out Microfinance banks have significantly contributed to rural transformation. Microfinance institutions play a vibrant role in poverty alleviation in Nigeria; they also use different strategies like networking of other MFIs, adequate management and staff, e-banking information and communication technology to achieve their goals.
The researcher also found out that microfinance banks can be differentiated from commercial banks through their mode of operations and target population and network coverage .With all of the above, Microfinance banks if properly positioned and supported by the relevant government and government agencies can further alleviate the problem of the rural poor.




CHAPTER FIVE
SUMMARY, RECOMMENDATION AND CONCLUSION
5.1 Summary
This research work attempts to evaluate the role of microfinance banks in the alleviation of poverty in Nigeria using Apeks Microfinance bank Ilorin as a case study.
The study made use of primary method of data collection in attempts to seek the role of microfinance banks in the alleviation of poverty in Nigeria, questionnaire was administered. The validity of the result was established by conducting a test with the use of chi-square analysis.
The study found out that microfinance banks have significantly contributed to rural transformation. The result from the second hypothesis postulated that the poor have access to microfinance funds and loans which significantly reduce poverty.
5.2 Conclusion								    
The main objective of this research work among other things is to establish the vital role of Microfinance banks in the alleviation of poverty in Nigeria. 
From the outcome of the research, conclusion can therefore be drawn, that the role of Microfinance banks in term of poverty alleviation, greatly determine the growth level of the economy through their support in reducing the level of poverty among the poor people in both rural and urban centers. They attained this through their Microfinance loan and advice to customers on what to use the collected loan for.
5.3 Recommendations
1. Microfinance banks is usually understood to be the provision of financial services to micro entrepreneur and small scale businesses which lack access to banking and related services due to high transaction, low costs associated with serving those clients categories. Poverty is also seen as a multi-dimensional phenomenon that affects many aspects of the human condition ranging from physical, moral to the psychological. With these above situations, the following are therefore recommended, which is the microfinance banks should render their services to the customers that fall within their range of service objectives in the rural area so as to achieve the objective of rural transformation.
2. The government should put in place regulations and supervision of microfinance banks, in other for the poor to have access to microfinance funds and loans for the development of micro enterprises in Nigeria as expected in order to reduce poverty.
3. The monetary authorities in Nigeria should put in place some measures or programmes that will educate the public or the potential or prospect of the microfinance banks so that the people will learn and know more about microfinance banks and their activities. 
4. The Apex bank in Nigeria should establish rules that will govern the microfinance funds organization for financial intermediaries in a way it will have effect on poverty alleviation. believed to be at forefront in tackling the problem of poverty in Nigeria.
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APPENDIX I
SECTION A. BIO DATA
INSTRUCTION; Please tick ( ) where appropriate.
1. Sex of Respondent 
Male (  )  Female (  ) 
2. Age group 
21-40 (   ) 40 and above (   )
     3.    Respondent Martial Status 
              Single (   ) Married (   ) 
     4. Position in the Office 
Junior Staff (   )  Senior Staff (   ) 
    5. Educational Qualification NCE (   )          ND (   ) 	DEGREE (   ) 

                        SECTION B; SUBJECT MATTER
6.   Does microfinance bank contribute to poverty reduction?
a. Yes (   )
b. No (   )
7.   Do microfinance bank have impact on the standard of living of the people in Nigeria?
a. Yes (   )
b. No (   )
8.   Is the contribution towards the rural transformation effective?
a. Yes (   )
b. No (   )
9.  Is microfinance bank working towards the alleviation of poverty in Nigeria?
a. Yes (   )
b. No (   )
10 Do poor have access to microfinance funds and loan for the development of micro enterprises in Nigeria?
a. Yes (   )
b. No (   )
11.   Does microfinance bank provide loan to start small scale business?
a. Yes (   )
b. No (   )
12. Does microfinance bank create employment opportunities and increase the productivity of active poor and low income earners in the country?
a. Yes (   )
b. No (   )
13   Does poverty reduction have any implication on sustainable development in Nigeria?         
a. Yes (   )
b. No (   )
14   Does the manner at which funds are organized for financial intermediation have any effect on the alleviation of poverty?
a. Yes (   )
b. No (   )
15   Does microfinance bank provide microfinance services that will enable the customer engage in economic activities?
a. Yes (   )    
b. No (   )
16   Do microfinance bank help in encouraging savings? 
a. Yes (   )
b. No (   )
17   Do microfinance bank help in promoting financial success of their customer?
a. Yes (   )
b. No (   )
18   Is there any improvement in customer business with loan collected from microfinance bank?
a. Yes (   )
b. No (   )
19.   Does microfinance bank affect socio-economic status?
                a.   Yes (    )                                                                                                                                                  
                b.    No (    )
20.   Do microfinance bank offer advisory services?
                a.    Yes (   )
                b. No (   )
   21. Do microfinance bank provide veritable avenues for the administration of the micro credit programme of government?
                a. Yes (   )
                b. No (   )
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