Humanities

Uyi Benjamin Edegbe

Microfinance and Poverty Reduction in
Nigeria

A Study of Selected Microfinance Institutions in Benin
Metropolis South-South of Nigeria.

Master's Thesis




YOUR KNOWLEDGE HAS VALUE

- We will publish your bachelor’s and
master’'s thesis, essays and papers

- Your own eBook and book -
sold worldwide in all relevant shops

- Earn money with each sale

Upload your text at www.GRIN.com
and publish for free

GIRINIS



Bibliographic information published by the German National Library:

The German National Library lists this publication in the National Bibliography;
detailed bibliographic data are available on the Internet at http://dnb.dnb.de .

This book is copyright material and must not be copied, reproduced, transferred,
distributed, leased, licensed or publicly performed or used in any way except as
specifically permitted in writing by the publishers, as allowed under the terms and
conditions under which it was purchased or as strictly permitted by applicable
copyright law. Any unauthorized distribution or use of this text may be a direct
infringement of the author s and publisher s rights and those responsible may be
liable in law accordingly.

Imprint:

Copyright © 2013 GRIN Verlag
ISBN: 9783656444244

This book at GRIN:
https://www.grin.com/document/215819



Uyi Benjamin Edegbe

Microfinance and Poverty Reduction in Nigeria

A Study of Selected Microfinance Institutions in Benin Metropolis South-
South of Nigeria.

GRIN Verlag



GRIN - Your knowledge has value

Since its foundation in 1998, GRIN has specialized in publishing academic texts by
students, college teachers and other academics as e-book and printed book. The
website www.grin.com is an ideal platform for presenting term papers, final papers,
scientific essays, dissertations and specialist books.

Visit us on the internet:

http://www.grin.com/
http://www.facebook.com/grincom

http://www.twitter.com/grin_com



Microfinance and Poverty Reduction in Nigeria:

A Study of Selected Microfinance Institutions in Benin Metropolis

South-South of Nigeria.

Master’s Thesis
Submitted in partial fulfillment of the requirements for the degree of

Masters of Arts (M.A)

Awarded by the Philosophical Faculty of Albert-Ludwigs-
Universitit Freiburg i. Br. (Germany)and the

Facultad Latinoamericana de Ciencias Sociales -FLACSO
Buenos Aires (Argentina)

Submitted by

Uyi Benjamin Edegbe
From Benin City, Nigeria

Winter Semester 2012/2013

Social Sciences



Acknowledgements

First and foremost I want to thank almighty God for his grace and protection all through the
period of my Study. I want to also thank all the GSP coordinators especially Prof. Dr.
Schwengel, Prof. Kumar, Dr. Pelfini, Dr. Schumacher, Gaston, Caroline and Asheesh for all their

support, guidance and encouragements.

I also acknowledge the professors from Uni-Freiburg, FLACSO Buenos Aires and JNU, New
Delhi that contributed to make this program a success. I say Thank you, Danke, Gracias to you
all for your academic guidance and tutelage. Special regards goes to my thesis supervisors (Prof.
Dr. Herman Schwengel & Prof. Pablo Nemina).The GSP 2011 family must not be left out,
especially the “Cabachicos” you guys are so great, lovely and wonderful. I will forever
remember and cherish all the good times we spent together in this past two years studying and

also having fun around the world.

I must not fail to thank my mother, my siblings and also the Idehen family especially Omorodion
Idehen for all their concern, love, prayers and financial support all through the period of my
studies. May the Good Lord richly bless you all. To all my great friends especially Richard,
Charity, Sampson, Jafe, Nnamdi, Steve, Nosa and above all my mentor and big brother Dr.

Ernest Ugiagbe for their support and encouragement.

Finally, I wish to dedicate this thesis to my late Father, Simon Ekogiawe Edegbe who died on the

9™ of December 1994. You were a loving and caring dad, continue to rest in peace.

Freiburg, Germany

March, 2013.



TABLE OF CONTENTS

ACKNOWIEdZemEeNntS. . ...covuiiieiiiiiiiiiiiiiiiiiniiieiiiaiiieieietieiintcentcsstosssossssnsssnscns i
Table of Contents......ccoveiiiiiiiiiniiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiiietiisteecesecisccesccscan iii
List of ADDreviations......cccevieiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiitierieciecieciaciaciacaes v
List Of Tables...cciiiiniiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiitiieteistctentessnstosnssonensans vi
Chapter one: Introduction
1.1: Background to the Study..........cooiiiiii e 1
1.2: Statement of the Problem............ ... 2
1.3: Objectives 0f the StUAY.......oueiniii e 4
1.4: Research QUESTION. .....o.uiiit i e e et 4
1.5: Significance of the Study..........cooiiii i 4
1.6: Definition of Key Concepts.........o.ovuiiniiiiiiiii e 5

Chapter 2: Literature Review

2.1: Definition and Meaning of Poverty.............coooiiiiiiiiiiii e 6
2.2: Measurement Of POVEItY........oouoiiiiiiii e 13
2.3: Incidence of Poverty in Nigeria..........ovueiiiiiiiiei i, 15
2.4: Poverty Reduction Strategies in Nigeria...........ooevieviiiiiiiiiiiiiiiiiiieieaenn.. 21
2.5: Microfinance/Credit SChemeS. .........ouiiitiii e 23
2.6: General Overview of Microfinance/Microcredit Scheme.............................. 24
2.7: Meaning and Definition of Microfinance.................c.ocooiiiiiiiiiiiiiinn.e. 26
2.8: Growth of Microfinance in NIZeria.........oouvvuiiiniiiie i eieeeaennn 27
2.9: Justification for the Establishment of Microfinance Banks in Nigeria............... 28
2.10: Empirical Literatures on Microfinance................c.oooiiiiiiiiiiiiiiiiiinnnn.n. 29
2.11: Theoretical Framework......... ..., 32

Chapter 3: Research Methodology
3.1: Research DESIZN. ... 35

3.2: The Area Of STUAY. .. .nvineie e 35



3.3: Population of Study........oviiiii e 36

34 SaAMPIC. .o e 36
3.5 SaAMPIE SHZC. ..ot 37
3.6: Methods of Data ColleCtion..........o.oueiuiniitiiiiii e, 37
3.7:Data ANalySIS. ...ttt 39

Chapter 4: Data Analysis and Interpretation

4.1: Question one: Socio-Economic and Demographic Characteristics of Microfinance
Scheme Beneficiaries veveeeeeeieiiieiiiiiiieiiiiiiiieiieiieiieiieiiecieiiecieciacencnns 40
4.2: Question two: The Impact of Microfinance on the Living Standard and Wellbeing of
BenefiCIaries. .. ..ouve i 47
4.3: Question three: The Policies, Regulatory and Supervisory Frameworks That Guide
Microfinance Banks in Nigeria..........o.oveiiiiiiiiiiiiiiiiiiiieieea, 56

4.4: Question Four: Problems/Challenges Hampering the Successful Implementation of the
Microfinance SCheme. ... ....o.ovuitiiti i 58
4.5: Discussion of Results. ... 59

Chapter 5: Recommendation and Conclusion

5.1: Recommendations. ... ...o.uiuiiuiitiit it 63

5.2 CONCIUSION. ..ttt 64
References....ccoouiuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieieieieieteier et ieeeeeeaas 66
Appendix 1: Questionnaire GUIde..........ccevveriieiieriierieriereereeeee e 74
Appendix 2: Interview Schedule for Managers/Directors of Microcredit Outfits.......... 78
Appendix 3: Focus Group Discussion Guide for Leaders of Registered Unions of Micro

Finance Banks.........cocooviiiiiiiiiiiiie e 79

Appendix 4: List of Registered Microfinance Banks.....................ccooiiiiiiinn.. 80



List of Abbreviations

BLP
CAC
CAMA
CBN
DFI
DFRRI
DMB
FEAP
FRN
FSP
GDP
IMF
LGA
MFB
MFI
NAPEP
NBS
NDE
NDIC
NGO
PAPDC
SAP
SPSS
UBE
UN
UNDP
UNICEF
WB
WHO

Better Life Program

Corporate Affairs Commission

Company and Allied Matters Act

Central Bank of Nigeria

Development Finance Institutions
Directorate of Food, Roads and Rural Infrastructures
Deposit Money Banks

Family Economic Advancement Program
Federal Republic of Nigeria

Family Support Program

Gross Domestic Product

International Monetary Fund

Local Government Area

Microfinance Bank

Microfinance Institution

National Poverty Eradication Program
National Bureau of Statistics

National Directorate of Employment
National Deposit Insurance Corporation
Non Governmental Organization

Poverty Alleviation Program Development Committee
Structural Adjustment Program

Statistical Package for the Social Science
Universal Basic Education

United Nations

United Nations Development Program
United Nations Children’s Fund

World Bank

World Health Organization



