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ABSTRACT
This research project sought to empirically examine the impact of microfinance institutions on poverty in Nigeria. To conduct this research, structured questionnaire was used. The questionnaire consisted of 25 questions which focused on the 4 areas of microfinance and poverty in Nigeria. The questionnaire consisted questions which could be answered in a dichotomous (yes/no) and in likert manner. The main purpose and intent behind designing the questionnaire in such a simple way was to make it easy for the selected samples to respond and thereby get a higher response to the questionnaire. To evaluate the impact of microfinance institutions on poverty level in Nigeria, a quantitative method was adopted. These methods include; percentage and chi-square analyses. The result shows that the contribution of micro credit has impacted on poverty reduction among the poor. This study shows that microfinance programmes have the potential to alleviate poverty especially in increasing level of income and reducing vulnerability. This will promote people economic capacity and bring sustainable development. It is, therefore, recommended that microfinance banks should improve accessibility of their services to poor by relaxing their terms and conditions on accessing services, especially loans. And MFIs should widen their market by introducing new products, such as house loans, agricultural loans, education loans and loans for initial capital. This will make borrowers access relevant loan products to meet appropriate objectives.



CHAPTER ONE
INTRODUCTION
1.1    Background to the Study
Poverty is the major problem in most developing economies. In these economies, it is argued that among others absence of access to credit is presumed to be the cause for the failure of the poor to come out of poverty. Meeting the gap between demand and supply of credit in the formal financial institutions frontier has been challenging (Von Pischke 1991). In fact, the gap is not aroused merely because of shortage of loan-able fund to the poor rather it arises because it is costly for the formal financial institutions to lend to the poor. Lending to the poor involves high transaction cost and risks associated with information asymmetries and moral hazards (Stiglitz and Weiss 1981). Nevertheless, in several developing economies governments have intervened, through introduction of microfinance institutions to minimize the gap then allow the poor access credits.

One of the main policy objectives for the establishment of microfinance banks in Nigeria was to assist small and medium scale enterprises in Nigeria in raising their productive capacity and level of employment generation, thus alleviating poverty and enhancing human capital development. According to Haque and Yamao (2009), poverty alleviation through microcredit is now well recognized all over the world as microcredit propagandists, governments, donors, development agencies and others have an increasing interest in using the microcredit medium to advance the course of poverty reduction as well as enhance human capital development. In a bid to utilize the benefits of microcredit in alleviating poverty and enhancing human capital development in Nigeria, the Central Bank of Nigeria (CBN) formulated the micro finance policy and framework in 2005. The December 2005 policy statement establishing Micro finance banks in Nigeria was laudable and well-intentioned as the microfinance industry was fast becoming the next “frontier” for the financial service industry to provide and promote the grant of microcredit.
According to the CBN policy and regulatory framework for microfinance banks in Nigeria, released in December 2005, and from the appraisal of existing microfinance oriented institutions in Nigeria, a major reason for establishing micro finance banks anchored on the facts produced by the baseline economic survey of small and medium scale enterprises in Nigeria conducted in 2004 which indicated that the 6,498 industries covered employed a little over one million workers. Considering the fact that about 18.5 million (28% of the available work force) Nigerians are unemployed, the employment objective/role of the SMEs is far from being realized. Based on the National Economic Empowerment and Development Strategy (NEEDS) objectives of empowerment of the poor and the private sector, the provision of needed financial services became imperative to enable them engage or expand their present scope of economic activities and generate employment. Delivery services as contained in the strategy would be remarkably enhanced through additional channels which the microfinance banking framework would provide as it would assist small and medium scale enterprises in Nigeria in raising their productive capacity and level of employment generation (CBN, 2005).
The impact of microfinance on poverty reduction has been measured in terms of several dimensions, such as improved income, employment and household expenditure, and reduced vulnerability to economic and social crises. These measurements have tended to focus on a specific geographic area, an institution or a small client group and are difficult to generalize or draw conclusions that reach across borders, income levels, gender or socio-economic status (Honohan, 2004). Meyer (2002) noted that financial sustainability and welfare impact of microcredit can also be appraised. Hulme (2000) argues that knowledge about the achievements of such microcredit initiatives remains only partial and is contested.
1.2 Statement of the Problem
Capital is one of the important tools for business enterprise. Without capital no business can run or flourish. In a country like Nigeria, problem of capital is very acute. In rural Nigeria, the only source of capital is village moneylenders, whose rate of interest is very high. So, microcredit is essential for their income generation. By providing poor people with credit for micro enterprise it can help them work their own way out of poverty. And by providing loans rather than grants the micro-credit provider can become sustainable by recycling resources over and over again.
Over the past few years, there has been an impressive increase in the number and volume of government programs that seek to encourage the unemployed, the young, welfare recipients and disadvantaged groups of the population to set up their own, very small business. Also, every known regime recognizes the importance of promoting micro enterprises as the basis of reducing poverty, and unemployment and promoting economic growth. As a result, several micro credit institutions were established to enhance the development of SMES. Such micro credit institutions include the Nigerian Bank for Commerce and Industry (NBCI), National Economic Reconstruction Fund (NERFUND), the People’s Bank of Nigeria (PBN), the Community Banks (CB), and the Nigerian Export and Import Bank (NEXIM), and the liberalization of the banking sector.

Unfortunately, records indicate that the performance of SMES in Nigeria has not justified the establishment of this plethora of micro-credit institutions. The sector has stagnated and remains relatively small in terms of its contribution to GDP or to gainful employment, poverty alleviation rural development etc. activity mix in the sector is also quite limited- dominated by import dependent processes and factors.
The impact of these micro credit programmes on poverty reduction and creation of entrepreneurial ability among the micro enterprises is a perplexing question. This is because, in the opinion of some eminent economists, it has not created entrepreneurship development in Nigeria (ogunjiuba et al, 2004).  In theory, access to credit is supposed to enhance households' ability to manage scarce resources more effectively and protection against risk and provision for the future. It is on basis of this assertion that many governments and donor agencies emphasizedevelopment of programs directed particularly to owners of micro-enterprises (Webster, 1991).
The assessment of the impact of microcredit on poverty alleviation in Nigeria is very scarce, if non-existent. It is important to know whether the basic objective of establishing microfinance banks in Nigeria can be achieved. The questions of interest then are; how has the microfinance banks improved the standard of living? Can loans given out actually assist in poverty alleviation in the country? Are the poor given utmost priority in credit allocation? This study fills this gap and provides recommendations for way forward.
1.3    Objectives of the Study
The major objective of this study is to examine the impact of micro credit on poverty alleviation in Nigeria. 
The specific objectives of the study are to;
i. Evaluate the performance of microcredit on poverty alleviation in Nigeria in Nigeria.
ii. Appraise various government policies targeted at alleviating poverty
iii. identify challenges faced by microfinance banks in giving loans to small and medium scale enterprises; and,
iv. Based on empirical findings suggest the way forward for the reducing poverty through the use of microfinance banks in Nigeria.
1.4    Research Hypothesis
The hypotheses to be tested in this study are;
H0: Microcredit has no significant effect on poverty reduction in Nigeria
H1: Microcredit has a significant effect on poverty reduction in Nigeria
1.5    Methodology
Sources and instrument of Data Collection
Data will be drawn from administering structured questionnaires which will be administered to beneficiaries of microcredit drawn in the Lagos metropolis. The questionnaire shall be close-ended aimed at helping respondents provide answers that will be tailored to providing answers that will be further analyzed.
1.6 Method of Data Analysis
The data collected shall be analyzed using simple percentages. Simple percentage has the advantages of clearly indicating the weight in absolute terms. This method is chosen due to its simplicity and clarity to interested parties who may not have adequate knowledge with more complex analytical tools. Also, to test whether microcredit impacts on poverty level, chi-square is used
1. 6   Relevance of the Study
Issues regarding the impact of micro credit on micro enterprises have received increased attention in the literature. However, there is scanty work of this type in Nigeria, especially, in the area of evaluating the impact of micro credit on micro enterprises and poverty reduction in the period of global financial crisis and banking reform. It is; therefore, hope that this study will fill the gap by providing information on the effect of credit on micro enterprises in Nigeria. The research work will lead to a clear understanding of the role of other macro economic and social factors in determining the success of micro enterprises in Nigeria. It is hoped that findings from this study will be very useful to policy makers, investors, researchers, corporate managers, and other stakeholders in an effort to shape micro credit institutions in Nigeria. The result of the study will provide insight to further future research into this field of study and would be useful for the policy makers in repositioning the existing microfinance institutions to achieving robust industrial sector and economic growth in Nigeria.
Also, with widespread poverty and several efforts of most developing nations’ government to tackle poverty, it is indeed necessary to see how these nations succeed. Since the traditional banks operations appears not to cater for the needs of the poor in the economy, it becomes interesting to see how micro finance banks can achieve this feat with their involvement in granting microcredit. In most developing economy like Nigeria, the poverty level is high this has led to low standard of living of the citizenry, reduced average life span and high infant mortality rate. It is obvious that a reduction in pervading poverty rate will indirectly increase standard of living, increased life span of the average citizen and a reduction in infant mortality rate.
1.7    Scope and Limitations of the Study
The study will center on the operations of Micro finance Bank in Nigeria and the extent and microcredit impacts on poverty alleviation in Nigeria. The case study area for the study is Lagos state. Also, attention is given to manufacturing firms. One of the limitations of this study is time and cost. The available time is short for the writer to cover large number of small and medium scale. Also, cost in term of finance could be very high.
1.8    Organization of the Study
This research is divided into five chapters. Following this chapter is chapter two which focuses on literature review. Chapter three will deal with theoretical framework and research methodology. Chapter four is based on empirical analysis. And Chapter five is based on summary of findings, recommendations and conclusion.
1.9    Definitions of Terms
· Microfinance:
Microfinance is an economic development approach that involves providing financial services, through institutions, to low-income clients, where the market fails to provide appropriate services. The services provided by the Microfinance Institutions (MFIs) include credit saving and insurance services. Many microfinance institutions also provide social intermediation services such as training and education, organizational support, health and skills in line with their development objectives.
· Micro-credit:
Micro-credit is the extension of small loans to entrepreneurs, who are too poor to qualify for traditional bank loans. Especially in developing countries, micro-credit enables very poor people to engage in self-employment projects that generate income, thus allowing them to improve the standard of living for themselves and their families.
· Micro finance Institutions (MFIs):
A microfinance institution is an organization, engaged in extending micro credit loans and other financial services to poor borrowers for income generating and self employment activities.


CHAPTER TWO
LITERATURE REVIEW
2.0 INTRODUCTION
Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.
2.1 CONCEPTUAL FRAMEWORK
Concept of Micro Finance Institutions
Micro financing is the provision of financial services to poor and low income households without access to formal financial institutions (Conroy, 2003). Microfinance is also described as banking for the poor. Microfinance programmes provide loans, savings and other financial services to low income earners and poor people for use in small businesses. Originally based on traditional forms of community financing (a cross between finance and development assistance), microfinance is found all over the world, especially Africa, Latin America and Asia. The microfinance movement began in earnest in the early 1980s (Anyanwu, 2004). According to Khan (2007), Micro Finance Institutions (MFIs) cover a variety of activities like qard-hasan, financing housing, meeting basic needs, and promoting and financing small entrepreneurs. All these aspects can be covered in a comprehensive integrated programme tagged ‘micro-financing’ as practiced in Bangladesh and Bolivia over the last 20 years. Microfinance institutions are essentially needed to serve the poor city dwellers, residents in slums or squatter settlements in appalling conditions. They lack access to basic services such as education and health care, consequently, they lack basic skills for employment. Many of them are women who are poorly trained, and play dual roles of provider and caregiver. These poor people are more exposed to the threats of contaminations, bad sanitation, and disease than the rest of the population (Ornorodion, 2007).
	In some regions, for example South African, microfinance is used to describe the supply of financial services to low-income 23 employees, which however is closer to the retail finance model prevalent in mainstream banking. For some, microfinance is a movement whose objective 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 credits but savings, insurance and fund transfers. Many of those who promote 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 microentrepreneurs and small business. Microfinance is a broad category of services which include micro-credit. Micro-credit is provision of credit services to poor clients. Although microcredit is one of the aspects of microfinance, conflation of the two terms is in endemic in public nature. Critics often attack micro-credits while referring to it indiscriminately as either micro-credit 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. Irobi, (2008) explained microfinance as a term used to refer to a different method for giving poor people access to financial services such as credits, micro-leasing, savings. Micro-insurance and payment transfers to economically active poor and low income 24 household to enable them engage in income generating activities expanding the small business. Furthermore, Robinson (2001) explained the activities of microfinance in Nigeria as the supply of loans, savings and other basic financial services to the poor, microfinance evolved as an economic development approach intended to benefit the lowincome part of a given society both men and women. According to Robinson (2007), the term refers to the provision of financial services to the poor microfinance banks therefore are institutions that are established to provide financial services to the poor. The result of empirical evidence indicates that the poorest can benefit from the microfinance banks from an economic and social well-being point of view and that this can be done without jeopardizing the financial sustainability of the micro-financial institutions.(Zaman, 2000, Robinson 2001, Dahiru and Zubair 2008).
OVERVIEW OF MICROFINANCE ACTIVITIES IN NIGERIA 
Microfinance was introduced in Nigeria in 2005 to give microcredit to the poor, especially the petty traders. This was to allow them to expand their businesses, increase sales and earn income. This study systematically assessed the impact of the microcredit in poverty reduction.
The history of micro-finance in Nigeria dates back to centuries ago4 . As a form of social capital, the esusu as a financial self-help group was transported during the slave trade to the Caribbean islands (Bascom, 1952), where both the institution and the term still exist today and are now carried by a new wave of migrants to major American cities. Its origin were probably rotating work associations, in which labor as a scarce commodity was accumulated and allocated to one member at a time; and then, with the spreading of commercial transactions, replaced by money, such as cowries, pounds and Naira. Nigeria is one of the countries where informal financial institutions continue to play an important role. There may be only few Nigerians who are not a member in one or several of them. Numerous adaptations and innovations have sprung from the RoSCAs: one is the transformation into non-rotating savings associations with a permanent loan fund. Both the name, ‘susu’, and the institution have spread as far as Liberia where as early as 1960s was the only effective financial institutions existing in the countryside (Seibel, 1970; Desai & Mellor, 1974) and Congo, or Zaire. The other one is daily deposit collection at doorsteps or market stalls. It seems to have originated among the Yoruba (where it is known as ajo) from where it has spread all over West Africa during the past 50 years. These informal financial institutions are immensely popular in Nigeria. Virtually every ethnic group has its own institutions and proper names (adashi, in Hausa, perhaps the best-known besides esusu); and most adults are members in one or several. Yet their importance and potential have been controversially discussed. In 1934, C. F. Strickland, a British cooperative expert, examined the esusu as a possible basis for modern cooperatives societies in Western Nigeria. Having previously worked on the rotating chit funds in India, he speculated that the esusu must have been imported from India at some unknown time, found them “improvident” and “fraudulent”, and concluded that he was “not hopeful of the reform of the Esusu” (Strickland, 1934). The consequences of his judgement were far-reaching: the Co-operative Societies Ordinance, introduced in 1935 and modeled after British-Indian cooperatives, became the blueprint for the British colonies in Africa.However, informal financial institutions of various types continued to be rediscovered in Nigeria by scholars (e.g. Green 1964; Bascom 1952; Ardener 1953, Isong 1958; Seibel 1970; Seibel & Marx 1984; Ottenberg 1968; Okorie & Miller 1976) and practitioners, who were intrigued by their development potential. At various times, two approaches were tested (i) upgrading informal rotating or non-rotating savings and credit associations to registered cooperatives; and (ii) linking them to banks (CBN, 2003).
During the 1950s, when self-government was introduced, definitions of what constitutes ‘development’ changed; and so did attitudes to local culture and institutions. This is indicated by the ‘modernization’ of one esusu in Ondo Province initiated in 1952 by a Nigerian civil servant, J.T. Caxton-Idowu. He prepared bye-laws, “regularized” its activity, imparted cooperative education, and registered the esusu as a proper cooperative society. At that time, there existed four Cooperative Thrift & Credit Societies of the type imported by the British, to which the esusu was added as a fifth cooperative, but of indigenous origin. Within a ten-year period, the number of such cooperatives grew from 5 in 1952 to 94 in 1962, including converted esusu. Their proportion in terms of number of cooperatives had blossomed over the years (Seibel, 1970). The need for the achievement of qualitative economic growth by attaining balanced socioeconomic development motivated the desire and past efforts to use modern banking institutions to meet the credit needs of people at the grassroots, especially in the sub-urban and rural areas of Nigeria (Olashore, 2009 and Sadeque, 2010). Apart from the establishment of commercial and merchant banks, specialized development banks were created focusing on mortgages, agriculture, savings, cooperatives and other specific areas. Beyond this, the establishments of rural branches were made mandatory for the commercial banks so that the interest of the rural people could be catered for. This led to the opening of about 756 such rural bank branches across the nation (Sagbamah, 1997). Inspite of these efforts, the rural people could not fit into the conventional banking hence this prompted the establishment of Micro finance bank within community.
Concept of Poverty
Understanding how to alleviate poverty is a central concern of developing economics, the study of poverty and its alleviation are not new, rather; what are the differences in levels of poverty among real unit. Poverty is a multi-dimensional phenomenon that affects many aspects of human condition ranging from the physical, moral to the psychological. It is defined as the state of being poor or deficient in money or means of subsistence. The concept of basic subsistence is measured by the availability of infrastructural services such as safe water, solid waste collection, healthcare, school and security. Poverty can also be defined based on the concept of lack of access to opportunities and resources concern for human rights and environmental challenges. Other factors include exposure to violence, injustice, powerlessness and uncertainty in the face of unexpected situation like sickness, accidents and natural disaster. Poverty also is a global phenomenon which affects continents, nations and peoples differently. It affects people in various depths and levels at different times and phases of existence (Oyeyomi, 21 2003). The most commonly way to measure poverty is based on income and consumption level which falls below its countries currency per day, a level necessary to meet basic needs. This minimum is called poverty line (CBN briefs, 2007). The Central Bank of Nigeria views poverty as a state where an individual is not able to cater adequately for his or her basic needs of food, clothing and shelter, is unable to meet social and economics obligation, lack gainful employment skills, assets and self-esteem and limited access to social and economic infrastructure such as education, health, portable water and sanitation and consequently has limited chance of advancing his or her welfare to the limit of his or her capabilities. (Narayan, et. al, 2000) systematically defined poverty when he said that „don‟t ask me what poverty is because you have met it outside my house, look at the house and count the number of holes, look at my utensils and clothes am wearing, look at everything and what you see. What you see is poverty. The 2010 Global Monitoring Report (GMR) of the United Nation Education Scientific and Cultural Organization (UNESCO) revealed that about 92% of Nigerian population survives on less than $2 daily while 71% survives on less than $1daily. This is an embarrassment to the country regarded as the “Giant of Africa” that Nigeria with its enormous resources and potential is ranking 20th among the world‟s poorest countries is to say the least 22 disgusting. The truth is that there is indeed indisposed poverty in the land and the consequences of this on the development of the nation have been pathetic. There is also this fact that the quality of life of most Nigerians has been on the downward trend while the generality of Nigerians continue to wallow in abject poverty a privileged few live in opulence. Poverty in Nigeria is characterized by hunger, homeless, diseases, malnutrition, high-child mortality rate, family disintegration, unemployment, human trafficking, child labour, kidnapping, killing, sexual assault, drugs abuse, prostitution and high mortality rate to mention but a few.
	Poverty is real in Nigeria and new data from the Brookings Institute revealed that Nigeria is now the world capital of people living in extreme poverty. According to the findings, Nigeria has bypassed India as the country with people living in extreme poverty in 2018 (Kharas, Hamel, and Hofer, 2018). The trajectories from the Brookings Institute suggest that 87 million Nigerians live in extreme poverty compared to India with 73 million (Kharas, et al., 2018). While extreme poverty is on the rise in Nigeria by six people every minute, in India poverty continues to decrease (Kharas, et al., 2018).
The present democratic dispensation avails successful governments to initiate different poverty reduction strategies to checkmate the rising poverty in Nigeria. One of this anti-poverty reduction strategies is microcredit that is given to petty traders to support entrepreneurship and reduce poverty.
Concept of Microcredit
The various definitions of microcredit and microfinance will throw up the conceptional difference in meanings between them. Various meanings are attached to them depending on the targeted approach of the people defining. This leads Okafor (2000) in saying that despite the surfeit of literature on microcredit, a clear-cut conceptualization of the term does not seem to have emerged. One obvious conclusion from the available literature, however, is that the term (microcredit) is always used in reference to credit of limited size.   The size limitation could apply to the amount of credit dispensed or to the size of operation of the credit recipient or to both.
To Grameen Bank of Bangladesh, microcredit symbolizes small loans extended to the poor for undertaking self-employment projects that could generate income and enable them to provide for themselves and their families (Chavan and Ramakumar 2002). The defining criteria used are the size of the loan and the targeted population comprising micro-entrepreneurs, particularly women from low income households. These loans are offered without any collateral. On the other hand, the Workshop on Microcredit held in Washington D.C. USA, in February 1997, defined microcredit globally as programmes designed to provide financing support and ancillary services to the very poor. The emphasis in this definition is on the target recipient of the financing support (Okafor, 2000). Some others that target recipients in their definitions include Bateman. To him, microcredit is the provision of small loans to the poor that enable them open or expand an income-generating activity and thus supposedly begin their escape from poverty (Bateman, 2011). Also, Armendariz de Aghion and Morduch (2005) see microcredit as a process of providing loans to the very poor with the purposes of poverty reduction and social change.
In all, the Microcredit Summit (2-4 February 1997) adopted the definition of microcredit as: Microcredit programmes extend small loans to very poor people for self-employment projects that generate income, allowing them to care for themselves and their families (Grameen Bank 1997). Microcredit is defined as the short, small scale loans to the poor and needy to establish small enterprises to grow out of poverty (Chatterjee, 2007, Nanavaty, 2000; and Leon, 1998).
Definitions of microcredit appear to differ from country to country. The general criteria used however, include: size – loans are micro or very small in size; target users – microentrepreneurs and low income households utilization; the use of funds – for income generation and enterprise development and also for community use (health/education); terms and conditions – most terms and conditions for microcredit loans are flexible and easy to understand and suited to the local conditions of the community. This appears to give microcredit various colouration depending on environment. Microcredit appears to be of old, though not sustained. According to Abiola and Salami (2011), Jonathan Swift first introduced micro-credit in the 18th century by establishing the Irish loan fund system which provided small loans to poor farmers that lacked collaterals. At its peak, it annually serviced all of Irish households. Subsequently, Friedrich Wilhelm Raiffeisen, developed the idea of a financial cooperative in Germany and cooperatives rapidly spread throughout Europe and then to the rest of the world in the mid 19th century. State owned development financial institutions also known as farmer’s cooperatives, started appearing in the mid 1950s and channeled loans to customers with lower than market interest rates. 
Yahaya et al. (2011) agree that microcredit is of old. They opine that in 1800s, credit union was developed by Friedrich Wilhelm Raiffeisen and his supporters to assist the rural population to break out of their dependence on money lenders and to improve their welfare. From 1870, the unions expanded rapidly over a large sector of the Rhine Province and other regions of the German States. The cooperative movement quickly spread to other countries in Europe and North America, and eventually supported by the cooperative movement in developed countries and donors. In Indonesia, the Indonesian Peoples’ Credit Banks or the Bank Perkreditan Rakyat (BPR) opened in 1895. The BPR became the largest microfinance system in Indonesia with close to 9000 units.
In the early 1900s, various adaptations of these models began to appear in parts of rural Latin America. While the goal of such rural finance interventions was usually defined in terms of modernizing the agricultural sector, they usually had two specific objectives: increased commercialization in the rural sector by mobilizing “idle” savings and increasing investment through credit, and reducing feudal relations that were enforced through indebtedness. In most cases, these new banks for the poor were not owned by the poor themselves as they had been in Europe but by government agencies or private banks. Over the years, these institutions became inefficient and at times abusive. Beaudry (no date) narrates the origin and evolution of microfinance as a fascinating and inspiring one. She tells how in the early 1970s a team of international aid workers involved with ACCION, an organization dedicated to addressing poverty, wanted to better understand how the organization could most effectively support poor families and communities in Latin America. The team could see that a great deal of economic activities was taking place, and yet people were just scrapping by. Rob Scarlett, a member of the ACCION teams recalls that the question that was raised was “what it would take to increase the success of economic activity and the answer was access to capital.   Banking was not available to the people and they were forced to accept the terms of the loan sharks which were outrageous. These terms also lead to social dysfunction – they were exploitative and lead to violence.
Acting on these ideas ACCION, decided to issue loans to a group of individuals in Recife, Brazil in 1973. Within four years, the organization had provided 885 loans, helping to create or stabilize 1386 new jobs. Coining the term “Microenterprise” ACCION had found a way to generate new wealth for the working poor of Latin America (Beaudry (no date). Hulme and Moore (2006), belief that the precursors of microfinance – rural credit and small farmer credit - had a history of dramatic policy failure charted by the Ohio State School. At that time, it was widely acknowledged that attempts to provide poor people (at that time synonymous with small farmers) with small loans had been a disastrous policy. It failed to get credit to the poor people, did little to improve agricultural yields and had high rates of default so that viable rural finance institutions could not be established. Poor people were viewed as not being ‘bankable’. The high unit costs of transactions, the inability of the poor people to repay loans and the political manipulation of such initiatives meant that development policy should withdraw from this domain and leave all banking to the private, for-profit-sector. 
However, Bondreaux and Cowen (2008) are of the opinion that the modern story of microcredit began 30 years ago when Yunus – then an economics professor at Chittagong University in Southeastern Bangladesh – set out to apply his theories to improving the lives of the poor in the nearby village of Jobra. He began in 1976 by lending US$27 to a group of 42 villagers, who used the money to develop informal businesses, such as making soap or weaving baskets to sell at the local marketEhigiamusoe (2008) posits that microfinance is premised on the fact of economic relations, that the poor remain poor because they are deprived of access to life transforming opportunities such as affordable financial services. As a development strategy, microfinance believes in the ability of the poor to meaningfully improve their conditions of living, if they can access financial support on affordable terms. While microfinance practice, especially community based savings or ‘contribution’ schemes is not new in most communities, modern microfinance or what has become known as ‘microfinance revolution’ on the other hand is a creation of deliberate efforts at addressing poverty. The current form of practice grew out of development support agencies and government desiring to improve productivity and conditions of living of farmers. This was the era when national development enterprise equated poverty with rural areas. It was reasoned that rural dwellers or farmers were poor because they lack access to funds. Banks’ unwillingness to support small farmers has always been there. Small loans were disbursed to farmers in farmers’ cooperative societies. The rates of repayment were for several reasons very poor. This is understandable. The intention and approaches of loan givers tilted more towards charity.
In Nigeria, Ehigiamusoe (2008), states that modern microfinance began as visionaries work initiated by non-profit institutions to address poverty. In Akure, Chief Bisi Ogunleye started a pro-women initiative – Country Women Association of Nigeria (COWAN) while late Venerable David Ogbonna ran the Nsukka United Self-Help Organisation (NUSHO) in the early 1980s. Lift Above Poverty Organisation (LAPO) became credit-plus programmes in late 1980s. It is important to note that early funding for these institutions was provided by the Ford Foundation.
THE IMPACT OF MICRO CREDIT ON POVERTY ALLEVIATION IN NIGERIA
Elahi and Rahman (2006) are of the view that microcredit evolved as a part of paradigm shift in development thinking. Western interests in international development followed political independence of third world countries in the post-war period. To improve the social and economic conditions of former colonies, national and international agencies were created to transfer Western funds and materials (Harcourt, 1997).   Because the third world government that received the international aid and loans were primarily responsible for how they were used, the policy is popularly known as the ‘top-down’ approach to development. Unfortunately these international aid programmes were largely unsuccessful. The failure was attributed to the lack of participation by the intended beneficiaries of development projects in the process of designing, formulating, and implementing the projects (Rehnema, 1992; Waddimba, 1979; Wolfe, 1981). The ‘top-down’ approach was gradually substituted by the ‘bottom-up’ approach. This views participation and participatory methods of interaction as essential dimensions of development. The World Bank endorsed the idea in 1973, when Robert MacNamara (1973) told his audience that no programme would help small farmers if it was designed by people who had no knowledge of the farmers’ problems and implemented by those who had little interest in their future.
Eventually, the ‘bottom-up’ approach or ‘participation and participatory methods’ began to dominate policies of bilateral and multilateral agencies (Stigliz, 1999; Wolfensohn, 1999). This new policy regime accorded greater roles to NGOs in the distribution of international aid earmarked for poverty alleviation. NGOs are characterized by their independence of government, their non-profit status, and their motivation to serve humanitarian, social or cultural interest (World Bank, 1996). In terms of functions, they (i) provide goods and services not usually supplied by the state or private sector;
(ii) help the government to achieve its development objectives by providing public information, education, communications campaigns, etc; and (iii) organize citizens to voice their aspirations, concerns and alternatives for consideration by policy makers (Clark, 1999). Microcredit organizations are generally NGOs, and so are not motivated by the wish to make profit. They differ from charitable bodies, because rather than assuming that poverty is the result of personal failings on the part of the poor, microcredit NGOs believe that poverty is created through social processes that deprive the poor of their rightful access to social resources, including credit. Indeed, some microcredit advocates treat credit as a kind of human right, and believe that they can inspire social and economic revolution through organizing the poor under the banner of the Grameen-type microcredit organizations (Elahi and Rahman, 2006).
Microcredit from microfinance institutions has proven to be a powerful tool for fighting poverty (Appah, John, and Soreh, 2012). Many current empirical studies have analysed the correlation between microcredit and poverty reduction (Miled and Rejeb, 2015). The outcomes of these studies have shown that microcredit is a strategy for poverty reduction (Appah, et al., 2012; Jegede, Akinlabi, and James, 2011; Lawanson, 2016). The evidence attached to microcredits in reducing poverty prompted the Nigerian government to introduce microfinance institutions in 2005 (Awojobi, 2014). This is to allow many of the poor informal workers to have access to microcredit to fortify their business,increase income and reduce poverty.
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 34 government and those of regulatory authorities. The CBN shall collaborate with the appropriate fiscal authorities in providing a favourable 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 distributes 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 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 have 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 theBabangida era would arguably remain the only one who introduced the highest number of poverty alleviation programmes. His administration in 1986 35 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 36 Strategies in Nigeria, Better Life Programme, Family Support Programme and Family Economic Advancement Programme Funding of Nigerian Poverty Alleviation Eradication Programme (NAPEP) etc.
CHALLENGES FACED BY MICROFINANCE BANKS IN GIVING LOANS TO SMALL AND MEDIUM SCALE ENTERPRISES
microfinance activities Adamu (2007)observed that microfinance institutions in Nigeria have grown phenomenally driven largely by expanding informal sector activities and reluctance of commercial banks to fund emerging microenterprises. But the number of beneficiaries of microfinance institution is an insignificant proportion of the people in need of micro-financial services. It has being estimated that formal  microfinance institutions only services less than one million clients in a country where over 70% of the country‟s population live below the poverty line (Dahiru and Zubair,2008). The results also suggested that micro-financing is unsuccessful at reaching the group most prone to destination the vulnerable poor. Microfinance institutions can be non-governmental organizations, savings and loans cooperatives, loan unions, government banks, commercial banks or non-bank financial institutions (Ledger Wood, 1997). 
The microfinance industry in Nigeria had been confronted by numerous challenges since the launch of the microfinance policy framework in December 2005. Coming on the hills of the banking sector consolidation, many of those adversely affected found their way into microfinance. An assessment of the microfinance subsector, following the launching of the policy however revealed some improvement. These include increased awareness among stakeholders such as governments, regulatory authorities, investors, development partners, financial institutions are technical assistance providers on microfinance. The major approaches in the microfinance continuously changing and described as triggered by credit of rural banks. In addition, the growing masses of Small and Medium Enterprises (SMEs) create an impact in the country‟s national economy. This design 26 and process of the micro-credit in most of the country resulted in improving 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.
Some of those challenges include
Weak Institution 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. 
 Absence of Technology Platform: The absence of appropriate network platform for information communication technology to driven down cost and achieve economic of scale is a major impediment to profitable operations.  
Weak Capital Base: The weak capital base of existing microfinance institution 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 over too communities banks whose financial statements of accounts were approved by the CBN Briefs 2008-2009 had up to #20million shareholders funds unimpaired by losses. Similarly, The National Agricultural 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). 
The existence of a huge un-served market: The size of the unserved 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  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 other from the eight NGO-MFLs. Their aggregate loans and deposits when 28 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. 
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 SMLs 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 easy accessible) savings. Products that would be attractive to rural clients and improved the saving level of the economy. 
The Increasing Interest of Local and International Investors in Microfinance: Many local and international investors have expressed interest in investing in the countries microfinance subsector. 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. 
 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.
2.2 THEORETICAL FRAMEWORK
Credit Risk Theory 
Cantor and Frank (1996) posited that credit risk theory is the first readily available portfolio model for determining  credit  risk.  The  credit  risk  approach  enables  a  firm  to  consolidate  credit  risk  across  its entire  organization  and  provides  a  statement  of  value-at-risk  due  to  credit  caused  by  upgrading, downgrading and defaulting. Credit risk  model is useful to all firms that are exposed to credit risk in the  course  of  their  business.  Powell  (2004)  explained  that  credit  risk  statistical  concepts  such  as probability,  means,  standard  deviation  and  correlation  were  developed  with  three  objectives  which include  to  develop  a  value-at-risk  framework  that  is  applicable  to  all  the  institutions  worldwide  that are involved in credit risks during the course of their businesses, develop a portfolio view showing the credit event correlation which can discern the costs of concentrations, and the gains  of diversification in  a  mark  to  market  framework  and  to  apply  it  in  making  investment  decisions,  and  risk  mitigating actions  that  are  determining  the  risk  based  credit  limits  across  the  portfolio  and  rational  risk  based capital  allocations.  The  firm  should  have  an  integrated  credit  risk  management  system  for  assessing portfolio  risk  due  to  changes  in  debt  value  caused  by  changes  in  obligating  credit  quality  (Rajan, 1995). Prakash and Poudel (2012) believed that there are different programs which are to impair the portfolio risk by reevaluating obligations with the largest absolute size. They argued that a single default among these would have the greatest impact, reevaluate obligations with the highest percentage level of risk. They held that these would most likely contribute to portfolio losses, reevaluate obligations as well as contribute  to  the  largest  absolute  amount  of  risk.  In  their  opinion  these  are  the  single  largest contributors to portfolio risk. 
Credit Risk Modeling 
Stiglitz and Weiss (1981) proposed that credit risk management can be a very analytical and statistical process.  Theoretical  models  used  to  evaluate  and  direct  credit  risk  are  often  complex  and  highly quantitative. It  must be  noted that before  credit risk can be  well  managed,  it  must first be  measured. Davidson (2009) examines the two broad ways to credit risk analysis: classical option pricing models and  direct  modeling  of  the  default  probability  of  issuers.  Insights  offered  can  be  drawn  from  each approach with demonstration that the distinguish between the two approaches is not at all clear-cut. Walsh (2010) revealed in his approach that the model strikes a fruitful balance by quickly presenting the  basic  ideas  of  the  models  and  offering  enough  details  so  that  firms  wishing  to  implement  this model can derive and implement the models themselves. Jose and Riestra (2002) stated that credit risk model is used by firms to evaluate and direct credit risk thus, the model perform three main functions which are: the  models  are used to approximate the likelihood that counterparty will  default or fail to pay  what  it  owes;  the  model  needs  to  be  able  to  evaluate  the  dollar  amount  that  might  be  lost  if  a counterparty  defaults  and  the  model  should  have  the  capability  to  measure  the  correlation  of  default risks  across the  entire  credit  exposure to  manage portfolio.  As  such, the  models  are designed to  help financial  institutions  in  quantifying,  aggregating  and  managing  risk  across  geographical  and  product lines. The  outputs  of  these  models  also  play  increasing  and  important  roles  in  risk  management  and  the performance  measurement  processes  of  financial  institutions  and  manufacturing  firms  including performance-based compensation,  customer  profitability  analysis,  risk-based  pricing  and  to  a  lesser (but  growing)  degree,  active  portfolio  management  and  capital  structure  decisions.  Credit  risk modeling may certainly turn out to result in better internal risk management and may have the ability to be used in the monitor oversight of financial institutions.
2.3 EMPIRICAL STUDIES
Indeed, part of the experience in rural development in Nigeria has clearly shown that efforts at expanding the economic base of the rural areas almost always flounder because of scarcity of and restrictive access to loanable funds (Ijere, 1992; Okafor, 1999 and Tanko, 2007). The role of financial capital as a factor of production to induce economic growth and development and the need to channel credit to rural economies for economic empowerment of the rural poor cannot be over-emphasized. This appears to have heightened the need for developing countries to increase their capacity to mobilize domestic resources (savings) effectively and allocate them efficiently. According to Soludu (2005) “robust economic growth cannot be achieved without putting in place well focused programmes to reduce poverty through empowering the people by increasing their access to factors of production, especially credit. The latent capacity of the poor for entrepreneurship would be significantly enhanced through the provision of microfinance services to enable them engage in economic activities and be more self-reliant; increase employment opportunities, enhance household income and create wealth” Microfinance is all about providing financial services to the poor who are traditionally not served by the conventional financial institutions. Three features distinguish microfinance from other formal financial products (Chanker, 1998, Nwobi, 2010 and Anyanwu, 2004).

Oladayo Nathaniel Awojobi (2019) conducted a study on microcredit as a strategy for poverty reduction in nigeria: a systematic review of literature. This study systematically assessed the impact of the microcredit in poverty reduction. A systematic search for quasi-experimental, observation and comparative studies published between 2008 and 2018 was conducted in five literature databases, lists of relevant studies and websites. Both qualitative and quantitative studies were included in the review and their quality assessed. Inclusion criteria were met by twenty studies. These studies showed how microcredit influence poverty reduction among petty traders who are beneficiaries of microcredit. Among these studies, fourteen focused on microfinance and poverty reduction and seven dealt with microcredit and poverty alleviation. Most studies were quantitative, eight had mixed methods and one had a qualitative analysis. Among the included studies, nineteen supported the hypothesis that microcredit contributes to poverty reduction and only one study objected to this hypothesis. While the findings of this review have revealed that microcredit is a strategy for poverty reduction, there are some challenges that hinder the accessibility to microcredit. This calls for government actions to review its microcredit policy.
Agbaeze E. K and I. O. Onwuka (2014) conducted a study on the effect of micro-credit on poverty alleviation in Nigeria using some selected rural farm households in Enugu East Local Government of Nigeria. To achieve this, primary data were collected on the sources and access to micro credit; the incidence, depth and severity of poverty among the selected rural households. Appropriate descriptive and analytical tools were employed to process the data obtained. The results of the study show that poverty level is still high among the rural populace; but those that have access to micro-credit seems to have fared better than those who have no access to micro-credit. In other words, access to micro-credit has positive but not significant impact on poverty alleviation among the rural populace. The study recommends that government should intensify effort in its recent financial inclusion strategy to ensure that the rural populace has greater access to micro credits. Government should also ensure that interest rate on micro credits are affordable, the terms of the credits flexible and the conditions attached to the credit well liberalized.


CHAPTER THREE
RESEARCH METHODOLOGY
3.1	INTRODUCTION
	In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2	RESEARCH DESIGN
Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e., mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3	POPULATION OF THE STUDY
	According to Udoyen (2019), a study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description. 
	The major objective of this study is to examine the impact of micro credit on poverty alleviation in Nigeria using Lagos State as case study. Therefore beneficiaries of microfinance in Lagos State form population of the study.
3.4	SAMPLE SIZE DETERMINATION
A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5	SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE
According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.
In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of all the entire population of  microfinance beneficiaries, the researcher conveniently selected 150  as the sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 	RESEARCH INSTRUMENT AND ADMINISTRATION
The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section inquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.
3.7	METHOD OF DATA COLLECTION
Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications. The questionnaire consisted of 25 questions which focused on the 4 areas of microfinance and poverty in Nigeria. The questionnaire consisted questions which could be answered in a dichotomous (yes/no) and in likert manner. 
3.8	METHOD OF DATA ANALYSIS
The responses were analyzed using simple percentage in frequencies and tables which provided answers to the research questions. Hypothesis test was conducted using Ch-Square statistical package for social science  (SPSS).
3.9	VALIDITY OF THE STUDY
Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10	RELIABILITY OF THE STUDY
The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11	ETHICAL CONSIDERATION
The study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.


CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.0 INTRODUCTION
This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of one hundred and fifty (150) questionnaires were administered to respondents of which only one hundred and forty-one (141) were returned and validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of 141 was validated for the analysis.
4.1	DATA PRESENTATION
Table 4.2: Demographic profile of the respondents
	Demographic information
	Frequency
	percent

	Gender
Male
	
	

	
	72
	51.1%

	Female
	69
	48.9%

	Age
	
	

	25-30
	33
	23.4%

	31-36
	56
	39.7%

	37-42
	35
	24.8%

	43+
	17
	12.1%

	Marital Status
	
	

	Single 
	84
	59.5%

	Married
	57
	40.5%

	Separated
	0
	0%

	Widowed
	0
	0%

	Education Level
	
	

	NCE
	52
	36.9%

	BS.c
	79
	56.0%

	MS.c
	10
	7.1%

	MBA
	0
	0%


Source: Field Survey, 2021	
4.2	DESCRIPTIVE ANALYSIS
SECTION A: PERFORMANCE OF MICROCREDIT ON POVERTY ALLEVIATION IN NIGERIA IN NIGERIA
Question 1: Have you benefited from microfinance bank credit?
Table 4.2:  Respondent to ascertain if teachers know about life insurance product.
	Options
	Frequency
	Percentage

	Yes
	100
	70.9

	No
	30
	21.3

	Undecided
	11
	7.8

	Total
	141
	100


Field Survey, 2021
From the responses obtained as expressed in the table  above, 70.9% of the respondent said yes that they have benefited, 21.3% of the respondent  said No, while the remaining 7.8%  of the respondent were undecided.
Question 2: Evaluate the performance of microcredit on poverty alleviation in Nigeria in Nigeria.
Table 4.3:  Respondent on the the performance of microcredit on poverty alleviation in Nigeria in Nigeria.
	S/N
	ITEM STATEMENT
	Strongly
Agree
	Agree 
	Disagree
 
	Strongly
Disagree 
	Total

	1
	Interest rate on loan is Low and easy to repay
	99

	21
	12
	09
	141

	2
	Microfinance banks react positively to rural borrower
	78
	43
	14
	06
	141

	3
	Microfinance banks do  meet the credit need of rural dwellers
	86
	15
	26
	14
	141

	4
	Loans received are used to start up businesses 
	102
	31
	05
	03
	141

	5
	I invest credit received into large scale farming
	100
	32
	06
	03
	141


Source: Field Survey, 2021
From the responses derived as described in the table and chart above  on the performance of microfinance on poverty alleviation, the table shows that all the items Option 1 which states that Interest rate on loan is Low and easy to repay; 99 respondent strongly agree, 21 respondent  Agree, 12 respondent Disagree,9 respondent strongly disagree.
Option 2 which state that Microfinance banks react positively to rural borrowers; 78 respondent strongly agree, 43 respondent  Agree, 14 respondent Disagree  and 6 respondent strongly disagree.
Option 3 which state that Microfinance banks do  meet the credit need of rural dwellers; 86 respondent strongly agree, 15 respondent  Agree, 26 respondent Disagree  and 14 respondent strongly disagree.
Option 4 which state that Loans received are used to set and expand already existing  businesses; 102 respondent strongly agree, 31 respondent  Agree, 5 respondent Disagree  and 3 respondent strongly disagree.
Option 5 which state that Credit received are invested into large scale farming;  100 respondent strongly agree, 32 respondent  Agree, 6 respondent Disagree  and 3 respondent strongly disagree.
SECTION B: APPRAISE VARIOUS GOVERNMENT POLICIES TARGETED AT ALLEVIATING POVERTY
Question 3: Do government approve policies targeted at alleviating poverty?
Table 4.4:  Respondent to ascertain if government approve policies targeted at alleviating poverty
	Options
	Frequency
	Percentage

	Yes
	70
	49.6

	No
	36
	25.5

	Undecided
	35
	24.9

	Total
	141
	100


Field Survey, 2021
From the responses obtained as expressed in the  table above and , 49.6% of the respondent said yes, 25.5%  of the respondent said No, while the remaining 24.9% of the respondent were undecided.
Question 4: How would you rate various government policies targeted at alleviating poverty?
Table 4.5:
	S/N
	ITEM STATEMENT
	Strongly
Agree
	Agree 
	Disagree
 
	Strongly
Disagree 
	Total

	1
	Most of them are directed toward agricultural sector
	110
	31
	00
	00
	141

	2
	Most programme are put in the hands of elite group for  distribution which end up being misappropriated
	91
	29
	12
	08
	141

	3
	Vulnerable people end of not getting government credit
	86
	15
	26
	14
	141

	4
	Policies could not meet the needs of the poor and so they had little effect in alleviating poverty 
	70
	36
	35
	00
	141

	5
	Policies are made base of Target group hence do not alleviate poor persons outside that group
	67
	45
	09
	20
	141


Source: Field Survey, 2021
From the responses derived as described in the table and chart above  on the appraisal of various government policies targeted at alleviating poverty. Option 1 which states that Most of them are directed toward agricultural sector; 110 respondent strongly agree, 31 respondent  Agree, no record for  Disagree  and  strongly disagree. Option 2 which state that Most programme are put in the hands of elite group for  distribution which end up being misappropriated;  91 respondent strongly agree, 29 respondent  Agree, 12 respondent Disagree  and 8 respondent strongly disagree.
Option 3 which state that Vulnerable people end of not getting government credit;  86  respondent strongly agree, 15 respondent  Agree, 26 respondent Disagree  and 14  respondent strongly disagree.
Option 4 which state that  Policies could not meet the needs of the poor and so they had little effect in alleviating poverty; 70  respondent strongly agree, 36  respondent  Agree, 35 respondent Disagree. there was no record for  strongly disagree.
Option 5 which state that Policies are made base of Target group hence do not alleviate poor persons outside that group;  67  respondent strongly agree, 45 respondent  Agree, 9 respondent Disagree  and 20  respondent strongly disagree.
SECTION C:  CHALLENGES FACED BY MICROFINANCE BANKS IN GIVING LOANS TO SMALL AND MEDIUM SCALE ENTERPRISES;
Table 4.7:
	S/N
	ITEM STATEMENT
	Strongly
Agree
	Agree 
	Disagree
 
	Strongly
Disagree 
	Total

	1
	Borrowers negative attitude towards repayment
	109
	32
	00
	00
	141

	2
	Heightened regulation standard from federal government
	91
	29
	12
	08
	141

	3
	Unprepared applicant without business plans or financial projections
	86
	15
	26
	14
	141

	4
	Small business having little or no credit history or start-up for the business 
	70
	36
	35
	00
	141

	5
	Microfinance bank incapacitated to meet all credit needs to their small nature
	67
	45
	09
	20
	141

	6
	Fewer deposit from from customers and low patronage from community 
	102
	31
	05
	03
	141


Source: Field Survey, 2021
From the responses obtained in the table which shows the  challenges faced by microfinance banks in giving loans to small and medium scale enterprises. Option 1 which state that Borrowers negative attitude towards repayment; 109 respondent strongly agree, 32 respondent  Agree, no record for  Disagree  and  strongly disagree.
Option 2 which state that Heightened regulation standard from federal government; 91 respondent strongly agree, 29 respondent  Agree, 12 respondent Disagree  and 8 respondent strongly disagree.
option 3 which states that Unprepared applicant without business plans or financial projections; 86  respondent strongly agree, 15 respondent  Agree, 26 respondent Disagree  and 14  respondent strongly disagree.
Option 4 which state that Small business having little or no credit history or start-up for the business;  70  respondent strongly agree, 36  respondent  Agree, 35 respondent Disagree. there was no record for  strongly disagree.
option 5 which state that Microfinance bank incapacitated to meet all credit needs to their small nature;  67  respondent strongly agree, 45 respondent  Agree, 9 respondent Disagree  and 20  respondent strongly disagree.
option 6 which state that Fewer deposit from from customers and low patronage from community;  102  respondent strongly agree, 31 respondent  Agree, 5 respondent Disagree  and 3  respondent strongly disagree.
SECTION D: WAY FORWARD FOR THE REDUCING POVERTY THROUGH THE USE OF MICROFINANCE BANKS IN NIGERIA.
Table 4.7:
	S/N
	ITEM STATEMENT
	Strong
Agree
	Agree 
	Disagree
 
	Strongly
Disagree 
	Total

	1
	The high reserve ratio by the Central Bank of Nigeria should be made low for micro-financing in Nigeria.
	100
	41
	00
	00
	141

	2
	supervision and regulation by the Central Bank of Nigeria should be aimed towards   survival of microfinance banks
	92
	28
	12
	08
	141

	3
	The microfinance banks should make sure that inexperienced management is not applied on their funds for projects
	85
	15
	26
	14
	141

	4
	attitude of directors towards investors funds should be monitored by the governing bodies
	70
	36
	35
	00
	141

	5
	Credit history monitoring mechanism  and minimum account balance should be established for small businesses
	67
	45
	09
	20
	141

	6
	Microfinance bank should improve on marketing strategies and conduct financial awareness for rural people and as well encourage them to bank with them
	101
	31
	06
	03
	141


Source: Field Survey, 2021
From the responses obtained in the table which shows the  challenges faced by microfinance banks in giving loans to small and medium scale enterprises. Option 1 which state that The high reserve ratio by the Central Bank of Nigeria should be made low for micro-financing in Nigeria; 100 respondent strongly agree, 14 respondent  Agree, no record for  Disagree  and  strongly disagree.
Option 2 which state that supervision and regulation by the Central Bank of Nigeria should be aimed towards   survival of microfinance banks; 92 respondent strongly agree, 28 respondent  Agree, 12 respondent Disagree  and 8 respondent strongly disagree.
Option 3 which states that  Microfinance banks should make sure that inexperienced management is not applied on their funds for projects; 86  respondent strongly agree, 15 respondent  Agree, 26 respondent Disagree  and 14  respondent strongly disagree.
Option 4 which state that attitude of directors towards investors funds should be monitored by the governing bodies;  70  respondent strongly agree, 36  respondent  Agree, 35 respondent Disagree. there was no record for  strongly disagree.
Option 5 which state that Credit history monitoring mechanism  and minimum account balance should be established for small businesses;  67  respondent strongly agree, 45 respondent  Agree, 9 respondent Disagree  and 20  respondent strongly disagree.
Option 6 Microfinance bank should improve on marketing strategies and conduct financial awareness for rural people and as well encourage them to bank with them;  102  respondent strongly agree, 31 respondent  Agree, 5 respondent Disagree  and 3  respondent strongly disagree.
4.3 TESTING HYPOTHESIS
H0: Microcredit has no significant effect on poverty reduction in Nigeria
H1: Microcredit has a significant effect on poverty reduction in Nigeria
Table 4.8: Microcredit has no significant effect on poverty reduction in Nigeria
	Options
	Fo
	Fe
	Fo - Fe
	(Fo - Fe)2
	(Fo˗-Fe)2/Fe

	Yes
	73
	47
	26
	676
	14.4

	No
	37
	47
	-10
	100
	2.1

	Undecided
	31
	47
	-16
	208
	4.4

	Total
	141
	141
	
	
	20.9


Source: Extract from Contingency Table	
		Degree of freedom = (r-1) (c-1)
					(3-1) (2-1)
					(2)  (1)
					 = 2
At 0.05 significant level and at a calculated degree of freedom, the critical table value is 5.991.
Findings
The calculated X2 = 20.9 and is greater than the table value of X2 at 0.05 significant level which is 5.991.
Decision
Since the X2 calculated value is greater than the critical table value that is 20.9 is greater than 5.991, the Null hypothesis is rejected and the alternative hypothesis is accepted which states that Microcredit has a significant effect on poverty reduction in Nigeria.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 SUMMARY
The study will center on the operations of Micro finance Bank in Nigeria and the extent and microcredit impacts on poverty alleviation in Nigeria. The case study area for the study is Lagos state. 
Survey research design was adopted for the study and with the aid of convenient sampling method, the researcher selected One hundred and forty-seven participant who are benefactors of microcredits in Lagos State as the respondent of the study. Well structured questionnaire was issued to the 150 respondent of which total of 141 responses were retrieved  and validated for the study.  The questionnaire consisted of 25 questions which focused on the 4 areas of microfinance and poverty in Nigeria. The questionnaire consisted questions which could be answered in a dichotomous (yes/no) and in likert manner. Data was analyzed in frequencies and tables using  simple percentage, mean and standard deviation. Hypothesis test was  conducted using Chi-Square statistical tool.
5.2 CONCLUSION
	Findings of this research and found out that they exist huge untapped potentials for financial intermediation at the micro and rural level of the Nigerian economy. Microfinance programmes have the potential to alleviate poverty especially in increasing level of income and reducing vulnerability. This will promote people economic capacity and bring sustainable development. However that attempt by the government in the past to fill this gap through supply driven creation of financial institutions and instruments have failed due to the poor capitalization of such schemes and restrictive regulatory and supervisory procedures among other factors. The microfinance bank financial resources have been considered as a tool for economic development in Nigeria through the provision of affordable to citizens in the country in other to enhance their standard of living with minimum interest rates. The attribute of beneficiaries towards repayment has made it difficult for microfinance banks in carrying out their roles effectively in the development of the nation.  Finally, the establishments of microfinance banks is primarily to meet the unsatisfied demand created by the inability or unwillingness of the more formal institution to offer to small enterprises and poor household adequate access of their deposit and credit facilities as well as other financial products and services.
5.3 RECOMMENDATION
Base on the findings from the study, the following recommendations were made:
1.  Microfinance banks should improve accessibility of their services to poor by relaxing their terms and conditions on accessing services, especially loans. 
2.  Microfinance Institutions  should widen their market by introducing new products, such as house loans, agricultural loans, education loans and loans for initial capital. This will make borrowers access relevant loan products to meet appropriate objectives.
3. The high reserve ratio by the Central Bank of Nigeria should be made low in order to encourage micro-financing in Nigeria. 
4. The microfinance banks should make sure that inexperienced management is not applied on their funds for projects because they may mismanage funds instead of putting them into a better project. 3
5. There should be adequate supervision and regulation by the Central Bank of Nigeria so as to ensure the survival of microfinance banks. 
6.  Finally, the attitude of directors towards investors funds should be monitored by the governing bodies as this will encourage the public on the operation of microfinance banks.
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QUESTIONNAIRE
PLEASE TICK [√] YOUR MOST PREFERRED CHOICE AND AVOID TICKING TWICE ON A QUESTION
SECTION A
PERSONAL INFORMATION
Gender
Male [  ]	Female [  ]
Age 
25-30 [  ]
31-36 [  ]
37-42 [  ]
43 and above [  ]
Marital Status
Single  [   ]
Married  [   ]
Separated  [   ]
Educational Qualification
OND/HND [   ]
B. Sc [   ]
M.Sc [   ]
SECTION B: PERFORMANCE OF MICROCREDIT ON POVERTY ALLEVIATION IN NIGERIA IN NIGERIA
Question 1: Have you benefited from microfinance bank credit?
	Options
	PLEASE TICK

	Yes
	

	No
	

	Uncertain 
	



 PERFORMANCE OF MICROCREDIT ON POVERTY ALLEVIATION IN NIGERIA IN NIGERIA.
	S/N
	ITEM STATEMENT
	Strongly
Agree
	Agree 
	Disagree
 
	Strongly
Disagree 

	2
	Interest rate on loan is Low and easy to repay
	
	
	
	

	3
	Microfinance banks react positively to rural borrower
	
	
	
	

	4
	Microfinance banks do  meet the credit need of rural dwellers
	
	
	
	

	5
	Loans received are used to start up businesses 
	
	
	
	

	7
	I invest credit received into large scale farming
	
	
	
	



SECTION B: APPRAISE VARIOUS GOVERNMENT POLICIES TARGETED AT ALLEVIATING POVERTY
Question 8: Do government approve policies targeted at alleviating poverty?
	Options
	PLEASE TICK

	Yes
	

	No
	

	Uncertain 
	



 HOW WOULD YOU RATE VARIOUS GOVERNMENT POLICIES TARGETED AT ALLEVIATING POVERTY?
	S/N
	ITEM STATEMENT
	Strongly
Agree
	Agree 
	Disagree
 
	Strongly
Disagree 

	9
	Most of them are directed toward agricultural sector
	
	
	
	

	10
	Most programme are put in the hands of elite group for  distribution which end up being misappropriated
	
	
	
	

	11
	Vulnerable people end of not getting government credit
	
	
	
	

	12
	Policies could not meet the needs of the poor and so they had little effect in alleviating poverty 
	
	
	
	

	13
	Policies are made base of Target group hence do not alleviate poor persons outside that group
	
	
	
	



SECTION C:  CHALLENGES FACED BY MICROFINANCE BANKS IN GIVING LOANS TO SMALL AND MEDIUM SCALE ENTERPRISES;
	S/N
	ITEM STATEMENT
	Strongly
Agree
	Agree 
	Disagree
 
	Strongly
Disagree 

	14
	Borrowers negative attitude towards repayment
	
	
	
	

	15
	Heightened regulation standard from federal government
	
	
	
	

	16
	Unprepared applicant without business plans or financial projections
	
	
	
	

	17
	Small business having little or no credit history or start-up for the business 
	
	
	
	

	18
	Microfinance bank incapacitated to meet all credit needs to their small nature
	
	
	
	

	19
	Fewer deposit from from customers and low patronage from community 
	
	
	
	



SECTION D: WAY FORWARD FOR THE REDUCING POVERTY THROUGH THE USE OF MICROFINANCE BANKS IN NIGERIA.
	S/N
	ITEM STATEMENT
	Strong
Agree
	Agree 
	Disagree
 
	Strongly
Disagree 

	20
	The high reserve ratio by the Central Bank of Nigeria should be made low for micro-financing in Nigeria.
	
	
	
	

	21
	supervision and regulation by the Central Bank of Nigeria should be aimed towards   survival of microfinance banks
	
	
	
	

	22
	The microfinance banks should make sure that inexperienced management is not applied on their funds for projects
	
	
	
	

	23
	attitude of directors towards investors funds should be monitored by the governing bodies
	
	
	
	

	24
	Credit history monitoring mechanism  and minimum account balance should be established for small businesses
	
	
	
	

	25
	Microfinance bank should improve on marketing strategies and conduct financial awareness for rural people and as well encourage them to bank with them
	
	
	
	



