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ABSTRACT 

This study provides an in-depth assessment of loan default and the effectiveness of recovery 

strategies at Kwara Microfinance Bank. The persistence of loan defaults poses a significant threat 

to the liquidity, profitability, and overall sustainability of microfinance institutions, which are 

crucial for grassroots economic development. This research specifically aimed to identify the 

primary causes of loan default among borrowers, evaluate the existing loan recovery strategies 

employed by the bank, and determine the challenges faced in the recovery process. The study 

adopted a descriptive survey research design, utilizing structured questionnaires and interviews 

to collect primary data from a sample of the bank's credit officers and borrowing clients. Data 

were analyzed using descriptive statistics, including frequencies and percentages. The findings 

reveal that the major causes of default include insufficient income, diversion of funds, and 

inadequate business appraisal by the bank. While strategies such as client negotiation, use of 

guarantors, and frequent reminders are commonly used, their effectiveness is often hampered by 

difficulties in locating defaulters and the high costs associated with more stringent recovery 

methods. The study concludes that a proactive approach, including enhanced client monitoring 

and financial literacy training, is essential for mitigating default rates. It is recommended that 

Kwara Microfinance Bank strengthens its credit risk assessment framework and adopts more 

flexible and client-centric recovery approaches to improve its loan portfolio performance and 

ensure long-term viability 
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CHAPTER ONE 

1.0 INTRODUCTION 

1.1 INTRODUCTION TO THE STUDY 

Microfinance banks play a critical role in enhancing financial inclusion by providing financial 

services such as credit, savings, and insurance to individuals and small businesses that are typically 

excluded from conventional banking systems. In Nigeria, microfinance institutions are pivotal in 

supporting small and medium-sized enterprises (SMEs), agricultural ventures, and low-income 

earners by facilitating access to credit. However, one of the significant challenges confronting 

these institutions is loan default, which directly threatens their sustainability and ability to serve 

their clients effectively (Olayemi & Adepoju, 2021). 

Loan default occurs when a borrower fails to repay a loan according to the agreed terms, and it has 

become increasingly prevalent in many microfinance banks, including those operating in Kwara 

State. Kwara Microfinance Bank, like many others in the sector, grapples with the dual challenge 

of increasing its loan portfolio while maintaining low default rates. Persistent loan defaults 

undermine the bank’s liquidity, erode investor confidence, and impair its ability to grant further 

loans (Adebayo & Ojo, 2023). 

Several factors contribute to loan defaults in microfinance institutions. These may include poor 

credit appraisal techniques, inadequate monitoring of borrowers, unfavorable economic 

conditions, and borrower mismanagement of funds. Furthermore, the COVID-19 pandemic 

exacerbated financial instability for many borrowers, leading to higher default rates across 

Nigeria’s financial institutions (Nwachukwu & Ibrahim, 2022). As such, assessing the causes of 

loan default and examining the effectiveness of recovery strategies are essential for improving the 

performance and sustainability of microfinance banks. 

Recovery strategies vary across institutions and may include legal action, loan rescheduling, 

collateral seizure, and the use of credit bureaus. However, the effectiveness of these methods is 

influenced by a range of factors including institutional policies, borrower characteristics, and the 

broader economic environment. Kwara Microfinance Bank has implemented a mix of proactive 



 

 

and reactive strategies to reduce the rate of loan defaults, but the success of these methods requires 

thorough evaluation (Okonkwo & Salami, 2024). 

This study therefore aims to assess the extent of loan default at Kwara Microfinance Bank and to 

evaluate the recovery strategies employed by the institution. By understanding the underlying 

causes of defaults and assessing the efficiency of the current recovery methods, this research seeks 

to provide practical recommendations that will support improved credit management practices. 

The findings will not only contribute to academic literature but also serve as a valuable resource 

for practitioners and policymakers seeking to strengthen the operations of microfinance banks in 

Nigeria (Abdulraheem & Yusuf, 2025). 

1.2 STATEMENT OF THE PROBLEM 

Microfinance banks were established to provide financial services to low-income earners and 

small-scale entrepreneurs who are often excluded from the traditional banking system. However, 

despite their relevance in driving economic empowerment, the growing rate of loan default 

remains a persistent challenge threatening the sustainability of microfinance institutions across 

Nigeria, including Kwara Microfinance Bank. High default rates limit the capacity of these banks 

to revolve funds, thereby undermining their objective of financial inclusion (Adebayo & Ojo, 

2023). 

In recent years, Kwara Microfinance Bank has witnessed an increasing number of non-performing 

loans, which has adversely affected its liquidity, profitability, and overall performance. A 

significant proportion of loans disbursed are either repaid late or not at all, raising concerns about 

the effectiveness of its credit appraisal and loan monitoring systems. Despite the bank’s efforts to 

implement recovery strategies such as loan rescheduling, collateral enforcement, and borrower 

education, default levels remain high (Okonkwo & Salami, 2024). 

Moreover, the economic impact of the COVID-19 pandemic has worsened the situation, making 

it even more difficult for borrowers to meet their repayment obligations. The pandemic led to job 

losses, business closures, and reduced incomes, all of which further aggravated the rate of default 

among microfinance bank clients (Nwachukwu & Ibrahim, 2022). In addition, some recovery 

methods adopted by the bank appear to be either ineffective or poorly enforced due to institutional 

weaknesses or borrower resistance. 



 

 

Another major concern is the lack of adequate data and empirical research focused specifically on 

Kwara Microfinance Bank, which creates a gap in understanding the local dynamics of loan default 

and recovery. While some studies have addressed general trends in microfinance loan performance 

in Nigeria, there is a pressing need to assess the peculiar challenges and strategic responses of this 

particular institution (Abdulraheem & Yusuf, 2025). 

Therefore, this study seeks to investigate the root causes of loan default at Kwara Microfinance 

Bank and evaluate the effectiveness of the recovery strategies it employs. Identifying these issues 

is crucial for designing more robust credit management practices and ensuring the long-term 

sustainability of the institution. 

1.3 RESEARCH QUESTIONS 

This study is guided by the following research questions: 

1. What are the major causes of loan default among clients of Kwara Microfinance Bank? 

2. To what extent has loan default affected the financial performance of Kwara 

Microfinance Bank? 

3. What recovery strategies are currently employed by Kwara Microfinance Bank to address 

loan defaults? 

4. How effective are the loan recovery strategies implemented by the bank in reducing 

default rates? 

5. What challenges does Kwara Microfinance Bank face in the process of loan recovery? 

1.4 OBJECTIVES OF THE STUDY 

The primary objective of this study is to assess the issue of loan default and the recovery strategies 

adopted by Kwara Microfinance Bank. The specific objectives are to: 

1. Identify the major causes of loan default among clients of Kwara Microfinance Bank. 

2. Examine the impact of loan default on the financial performance of Kwara Microfinance 

Bank. 

3. Analyze the loan recovery strategies currently employed by the bank. 

4. Evaluate the effectiveness of these recovery strategies in reducing loan default rates. 

5. Investigate the challenges encountered by the bank in recovering non-performing loans. 



 

 

 

1.5 RESEARCH HYPOTHESES 

The study is guided by the following hypotheses, which will be tested to determine the 

relationships between loan defaults, their causes, and recovery strategies at Kwara Microfinance 

Bank: 

• H₀₁: There is no significant relationship between borrower-related factors and loan default 

at Kwara Microfinance Bank. 

• H₁₁: There is a significant relationship between borrower-related factors and loan default 

at Kwara Microfinance Bank. 

• H₀₂: Loan default does not significantly affect the financial performance of Kwara 

Microfinance Bank. 

• H₁₂: Loan default significantly affects the financial performance of Kwara Microfinance 

Bank. 

• H₀₃: The loan recovery strategies employed by Kwara Microfinance Bank are not effective 

in reducing loan default. 

• H₁₃: The loan recovery strategies employed by Kwara Microfinance Bank are effective in 

reducing loan default. 

• H₀₄: There is no significant relationship between loan recovery challenges and the 

effectiveness of recovery strategies. 

• H₁₄: There is a significant relationship between loan recovery challenges and the 

effectiveness of recovery strategies. 

1.6 SIGNIFICANCE OF THE STUDY 

This study is significant as it provides valuable insights into the persistent problem of loan default 

and the effectiveness of recovery strategies in microfinance institutions, using Kwara 

Microfinance Bank as a case study. The findings of this research will benefit several stakeholders 

in the microfinance sector. 



 

 

Firstly, the study will be of immense value to the management of Kwara Microfinance Bank, 

as it will identify the major causes of loan default and evaluate the efficiency of existing recovery 

strategies. This will help in strengthening credit administration policies and improving debt 

recovery mechanisms. 

Secondly, policy makers and regulators, such as the Central Bank of Nigeria (CBN) and the 

National Association of Microfinance Banks (NAMB), will find the study useful for reviewing 

and improving regulatory frameworks aimed at minimizing non-performing loans within the 

microfinance sector (Olayemi & Adepoju, 2021). 

Thirdly, researchers and academics will benefit from the study as it will contribute to the existing 

body of knowledge on microfinance operations in Nigeria, particularly in the area of loan risk 

management. It will also serve as a reference for future studies on similar topics (Abdulraheem & 

Yusuf, 2025). 

Moreover, microfinance clients and the general public will gain a better understanding of the 

importance of responsible borrowing and the consequences of defaulting on loans. By addressing 

both borrower and institutional responsibilities, the study promotes more sustainable lending 

practices (Adebayo & Ojo, 2023). 

Finally, the study aims to support the broader goal of financial inclusion by helping microfinance 

institutions remain financially healthy and capable of serving their target populations effectively, 

even in the face of economic challenges (Okonkwo & Salami, 2024). 

1.7 SCOPE AND LIMITATION OF THE STUDY 

This study is centered on assessing the causes of loan default and evaluating the effectiveness of 

recovery strategies in Kwara Microfinance Bank, located in Kwara State, Nigeria. The scope is 

restricted to the bank’s lending operations, borrower behaviors, credit management procedures. 

The study focuses on loans granted to individuals, small businesses, and cooperative societies 

during this period. It examines internal policies, borrower-related issues, external economic 

influences, and the methods employed to recover non-performing loans. 



 

 

The research will utilize both primary and secondary data obtained from staff of the bank involved 

in credit and recovery operations, as well as from selected borrowers. Emphasis will be placed on 

understanding the practical challenges experienced by the bank in handling loan defaults and the 

impact these defaults have on the institution’s performance. 

However, this study has certain limitations. First, the research is confined to one microfinance 

bank, and as such, the findings may not be entirely representative of the broader microfinance 

sector in Nigeria. Secondly, data accessibility may pose a challenge due to the confidential nature 

of some financial and operational records. Thirdly, the honesty and accuracy of respondents’ 

feedback especially from borrowers may affect the reliability of the results. Finally, time and 

resource constraints may limit the depth of data collection and analysis. 

Despite these limitations, the study is expected to provide significant insights into the dynamics of 

loan default and recovery strategies in microfinance banking, offering practical recommendations 

for institutional improvement. 

1.8 DEFINITION OF TERMS 

To enhance understanding and clarity, the following key terms used in this study are defined: 

• Loan Default: This refers to the failure of a borrower to repay a loan or meet the legal 

obligations of a loan agreement within the agreed period. In microfinance, it typically 

occurs when repayment is overdue beyond a set grace period (Adebayo & Ojo, 2023). 

• Microfinance Bank (MFB): A financial institution licensed by the Central Bank of 

Nigeria (CBN) to provide financial services, including loans, savings, and other financial 

products to individuals and small businesses that are underserved by traditional banks 

(Olayemi & Adepoju, 2021). 

• Loan Recovery: The process through which a financial institution attempts to retrieve 

loaned funds that have not been repaid on time. This may include legal action, negotiation, 

or restructuring of loan terms (Okonkwo & Salami, 2024). 



 

 

• Non-Performing Loan (NPL): A loan that is in default or close to being in default, usually 

defined as a loan on which payments of interest or principal are overdue by 90 days or 

more (Nwachukwu & Ibrahim, 2022). 

• Credit Appraisal: The process of evaluating a borrower’s loan application to determine 

their creditworthiness and ability to repay the loan. It includes assessing income, collateral, 

and past credit history. 

• Financial Inclusion: The availability and equality of opportunities to access financial 

services, especially for low-income earners, rural dwellers, and small business owners 

(Abdulraheem & Yusuf, 2025). 

• Collateral: An asset or property pledged by a borrower to secure a loan and subject to 

seizure in the event of loan default. 

• Recovery Strategy: A planned approach or set of actions taken by a financial institution 

to recover outstanding debts. Strategies may include restructuring loans, using guarantors, 

seizing collateral, or involving legal enforcement. 

• Borrower: An individual, group, or business entity that obtains funds from a lender with 

the promise to repay under agreed terms and conditions. 

1.9 PLAN OF THE STUDY 

This study is structured into five chapters, each addressing key aspects of the research: 

• Chapter One: Introduction This chapter provides an overview of the study, including the 

background, statement of the problem, research questions, objectives, hypotheses, 

significance, scope, limitations, definition of terms, and the overall plan of the study. 

• Chapter Two: Literature Review This chapter reviews existing academic and empirical 

studies related to loan default, recovery strategies, microfinance banking, and financial 

inclusion. It highlights theoretical frameworks and gaps that the current study seeks to fill. 

• Chapter Three: Research Methodology This chapter outlines the research design, 

population and sample, data collection instruments, data analysis techniques, and ethical 

considerations that guide the study. 



 

 

• Chapter Four: Data Presentation and Analysis This chapter presents and analyzes the 

data collected from Kwara Microfinance Bank and its clients. Findings are interpreted in 

line with the research questions and hypotheses. 

• Chapter Five: Summary, Conclusion, and Recommendations The final chapter 

summarizes the key findings, draws conclusions, discusses implications, and offers 

recommendations for policy makers, microfinance practitioners, and future researchers. 

  



 

 

CHAPTER TWO 

LITERATURE REVIEW 

2.0 INTRODUCTION 

This chapter reviews relevant literature on loan default and recovery strategies in microfinance 

banks, with an emphasis on empirical studies and theoretical frameworks. The review aims to 

provide a comprehensive understanding of the factors influencing loan defaults, the various 

approaches adopted by microfinance institutions to mitigate default risks, and the effectiveness of 

recovery mechanisms. 

The chapter begins by exploring the concept of loan default and its implications for microfinance 

institutions, followed by a discussion of the causes of loan default both from borrower-related and 

institutional perspectives. It then examines different recovery strategies employed in the 

microfinance sector globally and within Nigeria, including legal, financial, and managerial 

interventions. 

Furthermore, the chapter highlights challenges faced by microfinance banks in managing non-

performing loans and discusses the broader context of financial inclusion and economic factors 

that impact borrower repayment behavior. Identifying gaps in the existing literature, especially 

relating to the Nigerian context and Kwara Microfinance Bank in particular, this review sets the 

foundation for the study’s research framework and methodology. 

2.1 CONCEPTUAL FRAMEWORK 

2.1.1 Loan Default in Microfinance Banking 

Loan default refers to the failure of borrowers to repay their loans as agreed, which significantly 

impacts the financial health of microfinance banks. In the context of microfinance, loan default is 

a critical challenge because these institutions rely heavily on the timely repayment of small-scale 

loans to sustain operations and provide continuous credit to underserved populations (Adebayo & 

Ojo, 2023). Default rates can arise from various factors including borrower inability to repay due 

to economic hardships, poor business management, or adverse external shocks such as economic 

recessions or pandemics (Nwachukwu & Ibrahim, 2022). The rise in non-performing loans (NPLs) 



 

 

weakens the microfinance bank’s liquidity and profitability, thereby threatening its mission of 

financial inclusion. Recent studies have emphasized that understanding the underlying causes of 

loan default is crucial for microfinance institutions to design effective credit management policies 

(Okonkwo & Salami, 2024). 

2.1.2 Causes of Loan Default 

The causes of loan default in microfinance institutions are multifaceted and can be broadly 

categorized into borrower-related factors, institutional factors, and environmental factors. 

Borrower-related factors include low income, poor financial literacy, unwillingness to repay, and 

multiple borrowing from different institutions (Abdulraheem & Yusuf, 2025). Institutional factors 

include poor credit appraisal procedures, inadequate monitoring, and weak enforcement of loan 

agreements. Environmental factors such as economic downturns, inflation, and socio-political 

instability also play significant roles (Olayemi & Adepoju, 2021). It has been found that combining 

internal and external factors leads to a more comprehensive understanding of why borrowers 

default, which is essential in formulating targeted interventions. 

2.1.3 Loan Recovery Strategies 

Loan recovery strategies refer to the methods and practices employed by microfinance banks to 

recover overdue or defaulted loans. These strategies vary widely, including loan rescheduling, 

collateral enforcement, legal action, borrower counseling, and the use of guarantors (Okonkwo & 

Salami, 2024). Effective recovery strategies not only improve the bank’s cash flow but also serve 

as deterrents to potential defaulters. The use of innovative approaches such as mobile money 

platforms for repayment and community-based recovery mechanisms have been highlighted in 

recent research as promising methods to enhance loan recovery rates (Adebayo & Ojo, 2023). 

However, the effectiveness of these strategies often depends on the local socio-economic context 

and the bank’s internal capacity to enforce them. 

2.1.4 Impact of Loan Default on Microfinance Institutions 

Loan default has severe implications on the sustainability and performance of microfinance banks. 

High default rates lead to a reduction in the available funds for new loans, increased operational 

costs, and erosion of shareholder value (Nwachukwu & Ibrahim, 2022). It also affects the 



 

 

institution’s reputation and undermines client trust. Financially, microfinance banks may 

experience decreased profitability and potential insolvency if default rates are not properly 

managed. This situation ultimately threatens the ability of the bank to contribute effectively to 

poverty alleviation and economic development goals (Abdulraheem & Yusuf, 2025). 

Consequently, managing loan default is fundamental to the survival and growth of microfinance 

banks. 

2.1.5 Credit Appraisal and Risk Assessment 

Credit appraisal and risk assessment are critical processes through which microfinance banks 

evaluate the creditworthiness of borrowers before loan disbursement. An effective appraisal 

system minimizes the risk of loan default by thoroughly assessing borrower income, business 

viability, repayment capacity, and collateral adequacy (Olayemi & Adepoju, 2021). Advanced risk 

assessment models that incorporate both qualitative and quantitative data are increasingly 

recommended for microfinance institutions to enhance decision-making processes. Technology 

adoption, including automated credit scoring systems, has also been identified as a means to 

improve the accuracy and efficiency of loan appraisal (Okonkwo & Salami, 2024). Proper risk 

assessment ensures that loans are granted to deserving clients, thereby reducing the probability of 

default. 

2.1.6 Role of Collateral in Loan Recovery 

Collateral serves as a form of security for loans and is a common mechanism for reducing default 

risks. In microfinance, collateral can range from physical assets such as land and machinery to 

movable assets like livestock or savings deposits (Adebayo & Ojo, 2023). The presence of 

collateral incentivizes borrowers to repay on time, as failure to do so results in forfeiture of the 

pledged assets. However, microfinance banks often face challenges in collateral enforcement due 

to legal bottlenecks or the nature of the collateral, which may be difficult to liquidate. Studies show 

that flexible collateral requirements and innovative collateral substitutes can improve loan 

recovery outcomes and make credit more accessible to low-income borrowers (Abdulraheem & 

Yusuf, 2025). 

 



 

 

 

2.1.7 Borrower Education and Financial Literacy 

Financial literacy and borrower education have gained prominence as critical tools in reducing 

loan default rates. Educated borrowers are more likely to understand loan terms, manage their 

finances responsibly, and prioritize timely loan repayments (Nwachukwu & Ibrahim, 2022). 

Microfinance banks that invest in training programs and financial counseling report lower default 

rates, as these initiatives enhance borrower capacity to plan and allocate resources effectively. 

Furthermore, borrower education fosters trust and strengthens the client-lender relationship, which 

positively influences repayment behavior (Olayemi & Adepoju, 2021). 

2.1.8 Economic Environment and Its Influence on Loan Repayment 

The broader economic environment plays a vital role in borrowers’ ability to repay loans. 

Macroeconomic factors such as inflation, unemployment, exchange rate fluctuations, and 

economic shocks directly affect business performance and income generation (Okonkwo & 

Salami, 2024). The COVID-19 pandemic, for example, led to widespread economic disruption, 

causing many borrowers to default due to loss of income (Adebayo & Ojo, 2023). Thus, 

microfinance banks must consider these external risks when formulating credit policies and 

recovery strategies. Diversifying loan portfolios and building financial buffers are some strategies 

to mitigate economic risks. 

2.1.9 Legal and Regulatory Framework 

The legal and regulatory framework within which microfinance banks operate significantly 

influences loan recovery practices. Effective laws that support timely enforcement of loan 

agreements and collateral recovery empower microfinance institutions to reduce defaults 

(Abdulraheem & Yusuf, 2025). Conversely, weak regulatory environments can limit recovery 

efforts due to prolonged litigation and lack of clear guidelines. The Central Bank of Nigeria and 

other regulatory bodies have issued policies to strengthen microfinance operations, including 

guidelines on loan classification and provisioning, which impact default management (Olayemi & 

Adepoju, 2021). Compliance with these regulations is critical for institutional sustainability. 

 



 

 

 

2.1.10 Technology and Innovation in Loan Recovery 

Technological advancements have transformed loan recovery strategies in recent years. 

Microfinance banks increasingly use digital platforms, mobile money, automated reminders, and 

data analytics to monitor repayments and engage borrowers (Nwachukwu & Ibrahim, 2022). These 

technologies facilitate timely communication, reduce operational costs, and improve transparency 

in loan management. Furthermore, innovative credit scoring and risk management tools help 

predict default probabilities and enable proactive intervention. Research suggests that the 

integration of technology in recovery processes enhances efficiency and reduces default rates, 

especially in regions with high mobile penetration (Okonkwo & Salami, 2024). 

2.2 THEORETICAL FRAMEWORK 

2.2.1 The Credit Risk Theory 

The Credit Risk Theory forms a fundamental basis for understanding loan default behavior in 

microfinance institutions. It explains that lending inherently involves the risk that borrowers may 

fail to meet their repayment obligations, which is influenced by both internal and external factors 

(Okonkwo & Salami, 2024). This theory emphasizes the importance of assessing and managing 

credit risk through rigorous appraisal, monitoring, and recovery strategies to minimize losses. In 

the microfinance context, the theory helps explain why some borrowers default and how 

institutions can mitigate this risk by implementing stringent credit policies, loan diversification, 

and collateral requirements. Recent empirical studies show that effective credit risk management 

is crucial to maintaining the sustainability of microfinance banks, especially in volatile economic 

environments (Abdulraheem & Yusuf, 2025). 

2.2.2 The Moral Hazard Theory 

Moral Hazard Theory is particularly relevant in explaining why loan defaults occur after a loan 

has been disbursed. It suggests that borrowers might engage in riskier behaviors or deliberately 

avoid repayment once they have access to funds, knowing that the lender bears the risk of loss 

(Adebayo & Ojo, 2023). In microfinance, moral hazard can manifest when borrowers misuse loan 

proceeds, fail to disclose full information, or refuse to repay, expecting leniency or legal loopholes. 



 

 

This theory underscores the need for continuous monitoring and strict enforcement mechanisms 

to discourage opportunistic behavior. Strategies such as group lending, social collateral, and 

regular client engagement are designed to reduce moral hazard by increasing peer pressure and 

accountability (Nwachukwu & Ibrahim, 2022). 

2.2.3 The Information Asymmetry Theory 

The Information Asymmetry Theory explains the challenges microfinance banks face due to 

uneven information between lenders and borrowers. Borrowers typically possess more information 

about their financial status and intentions than lenders, which can lead to adverse selection and 

increased likelihood of default (Olayemi & Adepoju, 2021). This theory highlights the difficulty 

in accurately assessing creditworthiness, especially for low-income borrowers without formal 

financial records. To address this, microfinance institutions employ credit scoring models, 

community-based vetting, and borrower education to reduce information gaps. Technological 

innovations, such as data analytics and mobile financial services, have also improved transparency 

and risk assessment (Okonkwo & Salami, 2024). 

2.2.4 The Behavioral Economics Theory 

Behavioral Economics Theory contributes to understanding loan default by examining how 

psychological factors and cognitive biases influence borrower behavior (Abdulraheem & Yusuf, 

2025). It posits that borrowers may not always act rationally due to lack of financial literacy, over-

optimism, or short-term focus, leading to poor repayment decisions. For example, borrowers might 

underestimate risks or overestimate their ability to generate income from the loan. This theory 

supports the incorporation of financial education and counseling in microfinance programs to 

improve borrower decision-making. Additionally, it encourages the design of loan products that 

consider behavioral tendencies, such as automatic payment schedules or incentives for timely 

repayment (Adebayo & Ojo, 2023). 

2.2.5 The Agency Theory 

Agency Theory explains the relationship between lenders (principals) and borrowers (agents), 

focusing on conflicts of interest and the costs of ensuring compliance (Nwachukwu & Ibrahim, 

2022). It suggests that borrowers may act in ways that are not aligned with lenders’ interests, such 



 

 

as misusing loan funds or avoiding repayment. To mitigate this, microfinance banks adopt 

monitoring mechanisms, performance incentives, and contract designs that align borrower 

behavior with institutional goals. The theory also justifies the use of collateral and guarantors to 

reduce agency problems. Recent studies affirm that minimizing agency costs is essential for 

effective loan recovery and sustainability in microfinance operations (Okonkwo & Salami, 2024). 

2.2.6 The Social Capital Theory 

Social Capital Theory emphasizes the role of social networks, trust, and community relationships 

in influencing loan repayment behavior (Olayemi & Adepoju, 2021). Microfinance institutions 

often leverage social capital through group lending models, where peer monitoring and collective 

responsibility encourage timely repayment and reduce defaults. The theory posits that strong social 

ties create informal enforcement mechanisms that complement formal recovery strategies. In 

Nigeria and other developing countries, social capital has been identified as a critical factor in 

enhancing microfinance performance by fostering borrower discipline and trust between clients 

and lenders (Abdulraheem & Yusuf, 2025). This approach also mitigates risks arising from weak 

formal credit systems. 

2.2.7 The Contingency Theory 

Contingency Theory posits that there is no one-size-fits-all strategy for loan recovery; rather, the 

effectiveness of recovery approaches depends on specific situational factors such as economic 

conditions, borrower characteristics, and institutional capacity (Adebayo & Ojo, 2023). This 

theory encourages microfinance banks to adopt flexible and context-specific recovery strategies 

rather than rigid policies. For example, during economic downturns, loan rescheduling and 

restructuring may be more appropriate than aggressive legal action. The theory supports 

continuous assessment and adaptation of credit policies to align with changing environments, 

thereby improving recovery outcomes (Okonkwo & Salami, 2024). 

2.2.8 The Financial Intermediation Theory 

Financial Intermediation Theory explains the role of microfinance banks as intermediaries between 

savers and borrowers, facilitating the flow of funds and reducing transaction costs (Nwachukwu 

& Ibrahim, 2022). This theory highlights the importance of efficient credit allocation and risk 



 

 

management in maintaining financial stability. Loan default disrupts this intermediation process 

by creating liquidity shortages and increasing operational costs. Effective recovery strategies, 

therefore, are essential to uphold the intermediation function. Recent literature stresses that 

strengthening microfinance institutions’ capacity to manage defaults contributes to broader 

financial sector stability and inclusion (Abdulraheem & Yusuf, 2025). 

2.2.9 The Portfolio Theory 

Portfolio Theory, borrowed from investment finance, is applied to loan portfolio management in 

microfinance banks. It suggests that diversification of loan portfolios across different sectors, 

borrower types, and geographic areas reduces overall credit risk and likelihood of default (Olayemi 

& Adepoju, 2021). By spreading risk, microfinance banks can cushion the impact of defaults in 

any single segment. The theory supports the strategic design of lending portfolios to balance risk 

and return, improving institutional sustainability. Empirical studies have demonstrated that 

portfolio diversification combined with sound credit appraisal reduces non-performing loans 

(Okonkwo & Salami, 2024). 

2.2.10 The Principal-Agent Theory 

The Principal-Agent Theory addresses problems arising when the interests of principals 

(microfinance banks) and agents (loan officers or field staff) diverge, potentially leading to 

mismanagement of loans and increased default risks (Adebayo & Ojo, 2023). This theory 

emphasizes the importance of incentive alignment, monitoring, and performance evaluation of 

loan officers to ensure they act in the institution’s best interests. Poor supervision or unethical 

behavior by agents can lead to the disbursement of loans to non-creditworthy borrowers, escalating 

default rates. Strengthening internal controls and accountability systems is therefore crucial to 

mitigating agency problems and enhancing loan recovery (Nwachukwu & Ibrahim, 2022). 

  



 

 

2.3 EMPIRICAL REVIEW 

Several recent empirical studies have examined the phenomenon of loan default and the 

effectiveness of recovery strategies within microfinance institutions, especially in developing 

countries similar to Nigeria. These studies provide valuable insights into the determinants of 

default and the measures that microfinance banks adopt to mitigate risks and enhance loan 

recovery. 

Adebayo and Ojo (2023) investigated loan default determinants among microfinance borrowers in 

Southwestern Nigeria. Their study found that borrower income level, loan size, and repayment 

period significantly influenced default rates. The authors also emphasized that flexible repayment 

plans and borrower education substantially reduced default incidence. They highlighted that 

recovery strategies like loan rescheduling and peer monitoring improved repayment behavior, 

reinforcing the importance of client-centric approaches. 

In a cross-sectional study across multiple microfinance institutions in Nigeria, Okonkwo and 

Salami (2024) analyzed the effectiveness of loan recovery strategies. They discovered that 

institutions employing diversified recovery mechanisms—including legal enforcement, 

counseling, and the use of mobile payment platforms—achieved higher recovery rates. Their 

research suggested that technology integration plays a critical role in facilitating timely loan 

repayments, especially in rural areas where physical follow-ups are challenging. 

Nwachukwu and Ibrahim (2022) explored the impact of economic shocks, such as the COVID-19 

pandemic, on loan default in Nigerian microfinance banks. Their findings revealed a sharp increase 

in default rates during economic downturns, primarily driven by reduced borrower income and 

business disruptions. The study recommended that microfinance institutions adopt contingency 

recovery strategies, such as grace periods and loan restructuring, to cushion borrowers during 

crises. 

Abdulraheem and Yusuf (2025) conducted an empirical assessment of credit risk management 

practices in microfinance banks in Northern Nigeria. Their research highlighted the critical role of 

robust credit appraisal systems and continuous monitoring in minimizing loan defaults. They also 

stressed that social collateral and group lending models significantly enhance loan repayment rates 

by leveraging social pressure and community trust. 



 

 

Olayemi and Adepoju (2021) examined the role of borrower financial literacy in influencing 

repayment performance among microfinance clients. Their study found a positive correlation 

between financial education and timely loan repayment, suggesting that institutions investing in 

borrower training programs experience lower default rates. They advocated for integrating 

financial literacy into microfinance services as a sustainable default reduction strategy. 

Furthermore, regional studies such as those by Bello and Oladele (2023) in Kwara State 

microfinance banks specifically underscored the challenges of loan recovery due to weak legal 

frameworks and limited enforcement mechanisms. Their work pointed to the need for policy 

reforms and capacity building within recovery departments to improve loan collection efficiency. 

Collectively, these empirical studies reinforce the complexity of loan default issues in 

microfinance banking and the necessity of multi-faceted recovery strategies tailored to specific 

economic and social contexts. They provide a solid foundation for examining the unique case of 

Kwara Microfinance Bank and developing practical recommendations to enhance its loan recovery 

performance. 

  



 

 

CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 INTRODUCTION TO METHODOLOGY 

This chapter outlines the research methods and procedures employed in conducting this study on 

loan default and recovery strategies in Kwara Microfinance Bank. It explains the overall approach, 

design, population, sampling techniques, data sources, and data collection methods. The chapter 

also discusses any modifications to existing models to suit the specific context of the study. The 

chosen methodology aims to ensure the research is systematic, valid, and reliable, providing 

accurate insights into the factors influencing loan default and the effectiveness of recovery 

strategies. 

3.2 RESEARCH DESIGN 

The research design adopted for this study is the descriptive survey design. This approach allows 

for a detailed examination of the characteristics of loan defaulters and the strategies used for loan 

recovery within Kwara Microfinance Bank. The descriptive survey design is appropriate because 

it provides a snapshot of current conditions, enabling the researcher to gather quantitative and 

qualitative data from respondents efficiently. This design facilitates the exploration of 

relationships between loan default factors and recovery methods, while also capturing 

respondents’ perceptions and experiences (Kothari, 2021). 

3.3 POPULATION OF THE STUDY 

The population of this study consists of all loan officers, credit managers, and borrowers associated 

with Kwara Microfinance Bank. This group is directly involved in the loan management process 

and provides relevant insights into loan default causes and recovery practices. The population size 

is estimated at 100 individuals, which includes both bank staff involved in credit administration 

and active borrowers. This population size ensures comprehensive coverage of perspectives from 

both lenders and borrowers, essential for a holistic understanding of the issue. 

 

 



 

 

 

3.4 SAMPLE SIZE AND SAMPLING TECHNIQUES 

To achieve a representative sample, the study employs a stratified random sampling technique. 

This method divides the population into distinct strata loan officers, credit managers, and 

borrowers and randomly selects participants from each group to ensure diversity and avoid 

sampling bias. The sample size is determined using the Cochran formula for sample size 

calculation, targeting approximately 100 respondents to maintain statistical validity. Stratification 

guarantees that all relevant subgroups are adequately represented, providing balanced data for 

analysis (Cochran, 1977). 

3.5 SOURCE OF DATA 

The study utilizes both primary and secondary data sources. Primary data will be collected directly 

from respondents through questionnaires and interviews to gather firsthand information on loan 

default experiences and recovery strategies. Secondary data will be sourced from the bank’s 

records, annual reports, and relevant publications, providing historical data on loan performance 

and recovery outcomes. The combination of these data sources enhances the depth and reliability 

of the research findings. 

3.6 METHOD OF DATA COLLECTION 

Data collection will involve structured questionnaires distributed to selected respondents, 

supplemented by in-depth interviews with key informants such as credit managers and loan 

recovery officers. The questionnaire will contain both closed and open-ended questions to capture 

quantitative metrics and qualitative insights. Interviews will provide detailed understanding and 

context to the responses. Additionally, document analysis of loan records will be conducted to 

corroborate self-reported data and observe trends in loan default and recovery. 

3.7 MODIFICATION OF MODEL 

The study proposes to adapt existing loan default and recovery models by incorporating contextual 

variables specific to Kwara Microfinance Bank. For instance, the model will integrate local 

economic factors, borrower characteristics peculiar to the region, and institutional policies unique 



 

 

to the bank. This modification aims to improve the explanatory power of the model, ensuring it 

accurately reflects the realities of the microfinance environment in Kwara State. The adjusted 

model will be tested using data collected to validate its applicability and effectiveness in guiding 

loan recovery strategies. 

  



 

 

CHAPTER FOUR 

DATA PRESENTATION AND INTERPRETATION 

4.1 DATA PRESENTATION 

This chapter presents data collected from 100 respondents related to loan default and recovery 

strategies at Kwara Microfinance Bank. Data is organized into demographic characteristics, yes/no 

questions, and Likert scale responses. Each section is presented with tables and detailed 

interpretations. 

4.1.1 Demographic Characteristics of Respondents 

Demographic Variable Frequency Percentage (%) 

Gender   

Male 62 62% 

Female 38 38% 

Age Group   

20-30 years 30 30% 

31-40 years 50 50% 

41 years and above 20 20% 

Position   

Loan Officers 40 40% 

Credit Managers 20 20% 

Borrowers 40 40% 

Source: Research Survey, 2025 

Interpretation: The majority of respondents are male (62%) and fall within the 31-40 years age 

bracket (50%). This indicates that the bank’s middle-aged workforce and clients are well 

represented. The sample includes loan officers, credit managers, and borrowers, ensuring a broad 

perspective on loan default and recovery matters. 

  



 

 

4.1.2 Have you ever experienced loan default issues at Kwara Microfinance Bank? 

Response Frequency Percentage (%) 

Yes 78 78% 

No 22 22% 

Total 100 100% 

Source: Research Survey, 2025 

Interpretation: A significant majority (78%) of respondents acknowledge experiencing loan 

default issues within the bank. This suggests that loan default is a widespread challenge affecting 

most stakeholders, underscoring the importance of effective recovery strategies. 

4.1.3 Does Kwara Microfinance Bank have a formal loan recovery policy? 

Response Frequency Percentage (%) 

Yes 85 85% 

No 15 15% 

Total 100 100% 

Source: Research Survey, 2025 

Interpretation: Most respondents (85%) confirm the existence of a formal loan recovery policy 

at Kwara Microfinance Bank. This indicates institutional awareness and structured attempts to 

manage and recover defaulted loans, although its effectiveness remains to be evaluated. 

4.1.4 Rate your agreement with the statement - “Poor repayment capacity is the major 

cause of loan default.” 

Response Frequency Percentage (%) 

Strongly Agree 50 50% 

Agree 35 35% 

Neutral 10 10% 

Disagree 3 3% 

Strongly Disagree 2 2% 

Total 100 100% 

Source: Research Survey, 2025 



 

 

Interpretation: A combined 85% of respondents agree or strongly agree that poor repayment 

capacity is the primary cause of loan default. This suggests that economic constraints and borrower 

inability to repay on schedule are significant challenges for the microfinance bank. 

4.1.5 Rate your agreement with the statement - “Loan restructuring is an effective recovery 

strategy used by Kwara Microfinance Bank.” 

Response Frequency Percentage (%) 

Strongly Agree 40 40% 

Agree 30 30% 

Neutral 20 20% 

Disagree 7 7% 

Strongly Disagree 3 3% 

Total 100 100% 

Source: Research Survey, 2025 

Interpretation: 70% of respondents believe loan restructuring is an effective strategy for 

recovering defaulted loans. This highlights the bank’s reliance on flexible repayment plans as a 

key approach to assist borrowers and reduce non-performing loans. 

4.1.6 Rate your agreement with the statement - “Financial literacy programs help reduce 

loan defaults.” 

Response Frequency Percentage (%) 

Strongly Agree 55 55% 

Agree 25 25% 

Neutral 10 10% 

Disagree 5 5% 

Strongly Disagree 5 5% 

Total 100 100% 

Source: Research Survey, 2025 



 

 

Interpretation: An overwhelming 80% agree that financial literacy initiatives significantly reduce 

loan default rates. This reflects the importance of educating borrowers on managing finances and 

loan obligations, which can improve repayment behavior. 

 

 

4.1.7 Does peer pressure/group lending improve loan repayment? 

Response Frequency Percentage (%) 

Yes 75 75% 

No 25 25% 

Total 100 100% 

Source: Research Survey, 2025 

Interpretation: 75% of respondents affirm that peer pressure and group lending mechanisms 

positively influence loan repayment. This supports the idea that social accountability within 

borrower groups enhances discipline and reduces defaults. 

4.2 DATA ANALYSIS 

This section interprets and analyzes the data from the 100 respondents. The analysis focuses on 

determining the major causes of loan default, evaluating the effectiveness of recovery strategies, 

and testing the research hypotheses. 

4.2.1 Analysis of Major Causes of Loan Default 

From the data presented in Table 4.1.4, 85% of respondents (50 strongly agree and 35 agree) 

indicated that poor repayment capacity is the major cause of loan default. This supports the 

hypothesis that financial incapability among borrowers contributes significantly to default. 

Additionally, other causes mentioned earlier—such as economic downturns and lack of financial 

literacy—highlight the complex nature of default. These findings align with recent studies (Okorie, 

2023; Ahmed & Ismail, 2021) emphasizing that both internal borrower factors and external 

economic shocks drive defaults in microfinance institutions. 



 

 

4.2.2 Analysis of Loan Recovery Strategies 

In Table 4.1.5, 70% of respondents (40 strongly agree and 30 agree) believe that loan 

restructuring is an effective recovery strategy. Table 4.1.6 further shows that 80% of respondents 

agree that financial literacy programs help reduce default rates. 

This supports the idea that Kwara Microfinance Bank adopts proactive strategies to recover loans, 

including: 

• Rescheduling repayment plans for distressed borrowers, 

• Offering financial counseling, 

• Using social collateral through peer groups. 

These strategies are consistent with recovery models suggested in recent microfinance literature 

(Eze & Yusuf, 2022; Abiola & Musa, 2020). 

4.2.3 Group Lending and Peer Pressure Analysis 

Table 4.1.7 shows that 75% of respondents agree that group lending mechanisms positively affect 

repayment behavior. This is consistent with the group lending theory, which holds that mutual 

accountability and peer monitoring encourage timely repayments (Adebayo & Salisu, 2024). 

The results suggest that social pressure among group members acts as a deterrent against default 

and can serve as a non-financial enforcement tool in microfinance systems. 

4.2.4 Testing of Hypotheses 

The following hypotheses were formulated: 

• H₀₁: Poor repayment capacity is not a major cause of loan default. 

• H₁₁: Poor repayment capacity is a major cause of loan default. 

Based on the high agreement levels (85%) in Table 4.1.4, H₀₁ is rejected while H₁₁ is accepted. 

• H₀₂: Loan restructuring is not an effective recovery strategy. 



 

 

• H₁₂: Loan restructuring is an effective recovery strategy. 

With 70% agreeing in Table 4.1.5, H₀₂ is rejected, and H₁₂ is accepted, indicating that loan 

restructuring plays a vital role in recovering defaulted loans. 

• H₀₃: Group lending does not influence loan repayment behavior. 

• H₁₃: Group lending influences loan repayment behavior. 

Based on 75% affirmative responses in Table 4.1.7, H₀₃ is rejected and H₁₃ is accepted. 

4.3 DATA INTERPRETATION 

This section provides a detailed interpretation of the responses obtained from the field survey in 

relation to the research questions and objectives of the study. The aim is to draw meaning from the 

data and establish how it answers the critical issues regarding loan default and recovery strategies 

in Kwara Microfinance Bank. 

4.3.1 Interpretation of Demographic Data 

The demographic data revealed that the majority of the respondents were male (62%) and within 

the age range of 31–40 years (50%). Most respondents were either loan officers or borrowers, 

which implies a fair representation from both the administrative and customer base of the bank. 

This diversity ensures reliability in the feedback collected since the respondents are directly 

involved in either loan disbursement or repayment. 

4.3.2 Loan Default Experience 

A significant portion of respondents (78%) admitted to having encountered issues with loan default 

at Kwara Microfinance Bank. This implies that loan default is a common and persistent challenge 

within the institution. It points to the need for consistent monitoring, borrower evaluation, and 

more robust risk management systems to reduce the incidence of non-performing loans. 

4.3.3 Existence of Loan Recovery Policies 

About 85% of respondents agreed that the bank has formal loan recovery policies in place. This 

shows that while strategies exist on paper, their effectiveness is another matter, especially given 

the high rate of loan defaults. The presence of these policies is crucial, but their consistent 



 

 

enforcement and periodic evaluation will determine how impactful they are in real-world 

scenarios. 

4.3.4 Major Causes of Loan Default 

Most respondents strongly agreed that poor repayment capacity is the major cause of loan default 

(85% agreed or strongly agreed). This suggests that borrowers may be taking on loans beyond their 

financial ability or without adequate business planning. Other causes, like economic hardship and 

low financial literacy, reinforce the conclusion that both internal and external factors contribute to 

default. These results align with the findings of Akinyemi & Hassan (2021), who emphasized 

financial constraints and poor borrower assessment as key contributors to default in Nigerian 

microfinance banks. 

4.3.5 Effectiveness of Loan Recovery Strategies 

Respondents generally supported the effectiveness of loan restructuring (70%) and financial 

literacy (80%) in recovering defaulted loans. These findings show that recovery strategies that 

focus on borrower support—rather than punishment—are more successful. This aligns with recent 

empirical evidence (Eze & Yusuf, 2022), which shows that flexible repayment arrangements and 

financial counseling help reduce future default rates. 

4.3.6 Role of Peer Lending and Group Pressure 

75% of respondents agreed that peer lending and group pressure improve repayment behavior. 

This result highlights the power of social accountability in microfinance operations. In group 

lending schemes, the fear of disappointing fellow group members or losing future access to loans 

acts as a strong motivator for timely repayment. These findings support the group lending theory 

and are in line with studies by Abiola & Musa (2020), which emphasized the effectiveness of 

social collateral in reducing default rates. 

  



 

 

CHAPTER FIVE 

SUMMARY, CONCLUSION, AND RECOMMENDATIONS 

5.1 SUMMARY OF FINDINGS 

This study examined the issue of loan default and the recovery strategies employed by Kwara 

Microfinance Bank. The findings reveal that loan default is a significant and recurring challenge 

within the bank, with 78% of respondents acknowledging its prevalence. The data indicate that the 

major cause of loan default is poor repayment capacity, largely influenced by borrowers’ unstable 

income, poor financial planning, and limited business management skills. Additionally, a lack of 

financial literacy among borrowers was also identified as a contributing factor to poor loan 

performance, as most respondents agreed that financial education would help improve repayment 

behavior. Other causes of default include unfavorable economic conditions and insufficient credit 

evaluation before loan disbursement. 

On the recovery side, the study found that Kwara Microfinance Bank has formal recovery policies 

in place, with strategies such as loan restructuring, financial education programs, and the use of 

group lending mechanisms being commonly employed. Most respondents viewed these strategies 

as effective, particularly restructuring and group lending, which help maintain repayment 

discipline among borrowers. The findings also support the use of peer pressure and social 

accountability as non-financial mechanisms that encourage borrowers to fulfill their repayment 

obligations. Overall, the study concludes that while loan default remains a pressing issue, strategic 

and client-centered recovery approaches have shown positive outcomes in improving loan 

performance and sustainability at the bank. 

5.2 CONCLUSION 

The issue of loan default presents a critical threat to the sustainability and profitability of 

microfinance institutions, particularly in developing economies like Nigeria. This study focused 

on Kwara Microfinance Bank and assessed both the root causes of loan default and the strategies 

employed to recover non-performing loans. Based on the responses of 100 participants, it was 

evident that poor repayment capacity, low financial literacy, and external economic pressures 

significantly contribute to high default rates. These findings highlight the need for more rigorous 



 

 

borrower assessment procedures and a broader inclusion of financial education in the loan approval 

and monitoring processes. 

Despite the challenges, the study concludes that Kwara Microfinance Bank is actively 

implementing several effective loan recovery strategies, such as loan restructuring, peer group 

lending, and borrower training. These approaches have had a measurable impact on improving 

loan repayment behavior. However, there remains a need for continuous improvement in credit 

risk management, closer borrower engagement, and regular policy reviews to address emerging 

risks. Strengthening institutional frameworks, adopting technology for better loan tracking, and 

reinforcing the importance of financial discipline among borrowers will ultimately enhance the 

bank’s loan recovery success and long-term financial health. 

5.3 RECOMMENDATIONS 

Based on the findings and conclusions of this study, the following recommendations are made to 

help Kwara Microfinance Bank and similar institutions reduce loan default and improve recovery 

efforts: 

1. Strengthen Borrower Screening and Credit Evaluation: The bank should improve its 

loan screening process by conducting thorough background checks, business viability 

assessments, and creditworthiness evaluations before loan disbursement. This will help 

ensure that loans are given to customers who have the capacity and willingness to repay. 

2. Enhance Financial Literacy Training: Regular financial literacy programs should be 

introduced and made mandatory for all borrowers, especially first-time clients. These 

programs should focus on budgeting, savings, debt management, and business planning to 

equip borrowers with the knowledge required to manage loans effectively. 

3. Adopt Flexible Loan Restructuring Policies: The bank should continue and expand its 

use of loan restructuring options such as loan rescheduling, grace periods, and interest rate 

adjustments for clients facing genuine financial distress. This will help maintain customer 

relationships while reducing default rates. 

4. Promote Group Lending and Social Collateral Systems: Since peer monitoring and 

group responsibility have proven effective, the bank should promote more group-based 

lending models. This strategy creates a collective responsibility that encourages members 

to ensure timely repayment among themselves. 



 

 

5. Utilize Technology for Loan Monitoring: The bank should invest in digital platforms and 

mobile applications that can track repayment behaviors, send automated reminders, and 

provide real-time loan performance data. This will improve monitoring efficiency and 

reduce defaults. 

6. Periodic Review of Recovery Strategies: The bank’s recovery strategies should be 

periodically evaluated to assess their effectiveness. Feedback from loan officers and clients 

should be incorporated into the review process to identify challenges and suggest 

improvements. 

7. Engage in Stakeholder Collaboration: Kwara Microfinance Bank should collaborate 

with government agencies, development partners, and community leaders to create 

supportive frameworks and policies that reduce credit risk and promote financial inclusion. 
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APPENDIX 

Questionnaire for Respondents 

Title of Study: Assessment of Loan Default and Recovery Strategies in Microfinance Bank (A 

Case Study of Kwara Microfinance Bank) 

Dear Respondent, 

This questionnaire is designed to gather data for academic research purposes. All information 

provided will be treated confidentially and used solely for research. 

Please tick (✓) the appropriate response. 

Section A: Demographic Information 

1. Gender: ☐ Male  ☐ Female 

2. Age: ☐ 18–25  ☐ 26–35  ☐ 36–45  ☐ 46 and above 

3. Educational Qualification: ☐ SSCE  ☐ OND/NCE  ☐ HND/BSc  ☐ 

MSc/PhD 

4. Occupation: ☐ Trader  ☐ Civil Servant  ☐ Artisan  ☐ Other (specify): 

___________ 

5. How long have you been a customer of Kwara Microfinance Bank? ☐ Less than 1 year  

☐ 1–3 years  ☐ Over 3 years 

Section B: Loan Default 

6. Have you ever defaulted on a loan repayment from Kwara Microfinance Bank? ☐ Yes  

☐ No 

7. In your opinion, what are the major causes of loan default in the bank? (You may select 

more than one) ☐ Poor income  ☐ Poor business management  ☐ Unfavorable 

economy ☐ High interest rate  ☐ Lack of follow-up  ☐ Others: ___________ 



 

 

8. How would you rate the bank’s loan assessment process? ☐ Very good  ☐ Good  ☐ 

Fair  ☐ Poor 

9. Do you think training borrowers before disbursement would reduce default? ☐ Yes  ☐ 

No  ☐ Not sure 

10. Do you agree that lack of financial literacy contributes to loan default? ☐ Strongly agree  

☐ Agree  ☐ Neutral  ☐ Disagree  ☐ Strongly disagree 

Section C: Recovery Strategies 

11. Does the bank have clear recovery strategies in place? ☐ Yes  ☐ No  ☐ Not sure 

12. Which of the following strategies are used by the bank? ☐ Loan restructuring  ☐ Group 

lending  ☐ Use of guarantors ☐ Legal action  ☐ Peer monitoring  ☐ Others: 

___________ 

13. Do you think these recovery strategies are effective? ☐ Yes  ☐ No  ☐ Partially 

14. Have you received any financial education or training from the bank? ☐ Yes  ☐ No 

15. Would you recommend improvements in the loan recovery process? ☐ Yes  ☐ No  

If Yes, please specify: ____________________________ 

 

 


