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ABSTRACT

MicroFinance Banks (MFBs) were established as an intervention to serve vulnerable groups, such
as women, who were not served by commercial banks in Nigeria. With the array of these banks in
the country, there is an expectation of a corresponding impact on women’s socio-economic
activities in the informal sector, just as it is in Bangladesh, Cambodia and Sri-Lanka. However,
contrary to these expectations, the impact of MFBs on women’s socio-economic status is scantily
documented and under-represented on the human capital development and poverty indices. This
study, therefore, examined the influence of MFBs on socio-economic status (communal relations,
level of assertiveness, social skills, membership of societies, residence quality and health status,
ownership of household assets, entrepreneurship/income generation skills and home/property
ownership) of women in Southwestern Nigeria.

The study adopted the descriptive survey design of the ex post facto type. Four highly acclaimed
performing MFBs were purposively selected from each of Oyo, Ondo and Lagos states. The
proportionate and simple random sampling techniques were used to select 1500 women clients of
the 12 MFBs. Women Socio-Economic (r=0.87) and Microfinance Inventory (r= 0.82) scales
were used for data collection. These were complemented with six Key Informant Interviews (KII)
with microfinance officials and Focus Group Discussions (FGDs) with women clients. Five
research questions were answered and three hypotheses tested at p=0.05. Data were analysed
using descriptive statistics, Pearson product moment correlation, multiple regression and content
analyses.

Age of respondents was 45 * 2; the microfinance-women clients’ relationship was more of
individual (90.0%) than groups (10.0%), while usage was more of business (91.0%) than general
(9.0%) purposes. Microfinance services were introduced to women clients through MFBs’
marketing (31.0%), neighbours/friends (39.0%) and relatives (30.0%). Microfinance banks’
impact on socio-economic status (SES) of women (Fs1201)=37.49, R= .43) accounted for 18.9% in
the variance of women’s SES. Microfinance had relative significant relationships with residence
quality (r=.60), income generational skills (r= .57), health status (r=.25), members of societies
(r=-.38), community relations (r=-.23) and home/property ownership (r=.22); but low
relationships with level of assertiveness (r=-.08), ownership of household assets (r=.08) and
social skills (r=.07). The Kl report revealed that the inability of microfinance to adequately meet
the working capital needs of the women clients arose from their low access to the Micro Small
and Medium Enterprises Development (MSMED) funds due to the stringent requirements and
regulations. The FGD results showed that the MFBs have made them to be self-employed.

Microfinance banks impacted positively on socio-economic status of women with a strong
influence on their residence quality and income generation skills. The banks should intensify
publicity to create more awareness of their operations. Besides, flexible requirements and
conditions should be attached to the accessibility of the Micro Small and Medium Enterprises
Development funds, so that banks meet the needs of women clients.For MFBs to build volume, a
legislation on the Micro-Small and Medium Enterprises Develpment (MSMED) Funds should be
enacted or the fund be backed up by law as MFBs cannot assess it because of some stringent
requirements and regulations.

Keywords: Microfinance banks, Women’s socio-economic status, Informal sector of
Southwestern Nigeria
Word count: 498
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CHAPTER ONE

INTRODUCTION
1.1  Background of the study

Women are vital economic actors whose roles and values are often

underestimated in most society regardless of level of industriousness (UNDP,1995;
Hossain, 2014). For instance, most poor Nigerian women are very industrious and
engaged in various economic activities such as food processing, weaving, pottery
making, cloth-making, and craft work and yet their economic values are still
unrecognised Falola, (2014). However, these women can be likened to the biblical
“rejected stone”, which have become the cornerstone of most houses in different nations
across the world. By their psychology, physiology and intellects, they perform more than
complementary roles in the production process (Jeminiwa, 1995 in Jekayinfa, 2007).
Wright (2014);states that:

However novel it may appear, | shall venture,
the assertion, that until women assume the place
in society which good sense and good feeling
alike assign to them,

human improvement must advance feebly (1).

Although women have always participated in societal development, their works
have not been fully recognised while their experiences have not been taken into account
(Berger & Byvime, 2003; in Fapohunda, 2013). Though, there are many reports
suggesting that men seem to contribute an average of 50-68% of their income to the
household besides maintenance, there are vast evidences to show that women tend to
keep nothing back for themselves when considering their household maintenance
(UNDP, 1995;Hossain, 2014).

This therefore, could be the main reason why poverty is a pervasive problem in
Nigeria and across the world. These exist in various levels and different forms
particularly among the women folks. Regardless of their enormous roles, women still pre-
dominate the poor in the society. In Nigeria, 65% of the population of those living below

poverty level are women (National Bureau of Statistics, 2011). Although, on the average
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women produce more than 50% of all the global food that is grown (about 80% in Africa,
60% in Asia, between 30% and 40% in Latin America and Western countries)
unfortunately they own only 2% of the land, receive only 1% of all agricultural credits
and 5% of all agricultural extension resources (Ghosh, 2007). The 2010 Human
Development Report confirms that 70% of the World’s population (about 1.3 billion)
living on less than $1:00 a day are women and that 75% of them work in the informal
sector (UNDP, 2008). Most women in developing countries support their families
economically through the meagre profits from their informal works.

These over the years, had negative consequences on the socio-economic status
(SES) of the women themselves and the overall development of their countries. Evidence
abounds to show that one of the major issues why most of the developing countries,
including Nigeria, have witnessed slower developmental rate is because the economic
contributions of the women folk have not been seen as an essential tool for the
acceleration of the developmental process. The World Bank reports that societies with
high levels of gender inequazzzzlity experience higher levels of poverty, slower
economic growth, weak systems of governance, and a lower standard of living (World
Bank, 2001 in Cheston & Kuhn, 2002).

Adeyokunnu, (1981) believes that women in Nigeria are more involved than men
in virtually all areas of agricultural activities ranging from clearing to processing. Inspite
of their contributions, women have continued to be victims of a social order that treats
them as second fiddle in the society. According to Mamman, (1996); in Anugwom,
(2009), this discrimination aggravates poverty as it prevents the majority of women from
obtaining credit, education, health services, child care and legal services needed to
improve their well-being. Akintunde, 1999; in Familusi (2012) opined that African
culture has been a long tale of discrimination and injustice to women as there has not
been equity in the opportunity, dignity and power sharing between men and women. She
argues that there are various aspects of African culture which restrict them from attaining
equal status with men. This is evidently reported in the Nigerian Vision 2010 that women
constitute about half of Nigeria’s work force but due to age- long norms and traditions,
their role as agents and beneficiaries of development has been limited (Nigeria World
Documents Vision, 2010).



According to Adetunji, (2001); the cultural and gender issues which African
women, Nigeria inclusive have been facing dates back to their birth as in many homes the
birth of a baby girl does not receive the kind of enthusiastic reception that is usually
accorded to that of a baby boy. Thus the female is accorded low socio- economic status
from birth, it may be difficult for such a person not to be perpetually caught in the web of
such treatment.

Specifically, one of the features of poverty among these women is lack of income
for the purchase of basic needs of life. The poor women are ascribed low SES from birth
coupled withthe types of economic activities they engaged in. They dominate the
informal sector of the economy as they could not get good jobs or financial assistance for
expansion of businesses. The activities of these poor women are characterized by a small
scope of operation, low level of income and small savings after consumption. They suffer
from poor economic condition with multidimensional difficulties characterised by low
household income, either no or very low personal income, limited assets, extremely poor
housing, recurring problems of food shortage (Khandker, 1998) and suffering from
malnutrition and unhealthy and unhygienic environment (Hossain,2012). Their income
generating and entrepreneurship abilities are so low that their pattern of consumption is
very poor. These have made the poor women to have low SES in the society in terms of
economic and social status. Momenti, (2002) in Hossain, (2012) was of the opinion that
the socio-economic development of this low income women population is a precondition
for overall development of the country.

A cursory look at the social status of most of these women will reveal the societal
gender imbalance, lack of the required social skills and access to property. Besides, their
memberships of societies are limited, with low level of assertiveness. Their community
relations, generally is also very low and they possess low household assets.

On the contrary, these women need and deserve access to information, financial
services and markets (UNDP, 1995). Yunus (2004) puts it that “if financial resource can
be made available to the poor women on terms and conditions that are appropriate and
reasonable, these millions of women with their millions of pursuits can add up to create

the biggest development wonders.” Hence, the importance of credit in the day- to -day



economic life of these women cannot be overemphasized as it is the lack of it that has
hindered them from contributing effectively to the development of the nation.

Studies reveal that the major institutional constraints against women‘s
participation in economic activities and developmental process in Nigerian communities
are: in-adequate access to factors of production and trade, lack of capital and other inputs
needed for productive activities (Saito,1994; Kwesiga,1999; Agwu, 2001; lganiga, 2008;
Ibru, 2009). Studies by the National Bureau of Statistics (NBS) (2006), show that access
to any resource is inter-related to the ability to provide collateral security. Hence, the lack
of access to ownership of land reduces the access of Nigerian poor women to credit
facilities and other inputs needed for productive activities.Due to lack of access to
institutional financial credit, most poor and low income households continue to rely on
meagre self —finance or informal sources of microfinance. However, these sources also
limit their abilities to actively participate in and benefit from the development process
(Central Bank of Nigeria (CBN), 2005). Hence, a segment of the poor population that has
viable investment potentials and opportunities persists in poverty for lack of access to
credit at reasonable cost. The credit constraint, therefore, restricts the poor Nigerian
women from exploiting investment opportunities. Roy (2010); in support of Yunus’
ideology, puts forward the argument that “the cause of poverty is lack of capital and that
by addressing this deficit, MF can allow the poor to fully participate in a more
humanized capitalism”.

Women are usually the primary or sole breadwinners of their families because of
economic reality of the day (Ojo, 2004). It is observed that helping them gain additional
daily income improves the total wellbeing of the entire household as women typically put
their children’s needs before their own (Kabeer, 2001, Pitt, Khandker & Cartwright in
Khan & Noreen; 2011). Annan (2014); corroborated the importance of women and
microfinance as thus:

As more cash and assets get into the hands of women,
moreof these earnings get into the mouths, medicine and
school books of their children, while at the same time
increasing women’s bargainingposition and power in the
family and community: and their home abilityto act
against violence in the home and in the world.



There is no development strategy more beneficial to
society as a whole- women and men alike-than the one
which involves women as central player (1)

Therefore, the MF will surely encourage income generating activities and a better
planning of the women’s financial needs. The increase in income can have positive
influence on income generation skills, health status and decent accommodation. In order
to provide timely, diversified affordable and dependable financial services to the
economicallypoor as well as creation of employment opportunities and increase of the
productivity and household income of active poor in the country, thereby enhancing their
standard of living, the Central Bank of Nigeria (CBN) came up with Microfinance Policy
Framework in 2005 (CBN,2005, 2011, 2012).

Studies have revealed that MF is usually associated with positive impacts on the
poor as they help the poor; first to smoothen daily expenditure, then to enhance welfare
and stabilize income (Khandker & Pitt, 2002; Daley —Harris, 2002; Khandker, 2005;
Hialt & Woodworth, 2006; Rubana, 2008). MF is also expected to help increase
livelihood and income generating activities that would result in increased investment and
job creation for clients. It is an important tool in the mission of poverty reduction of the
Millennium Development Goals, (MDGs) which include eradicating extreme poverty,
hunger and the promotion of gender equality, and empowerment of women. Through its
activities, MF is expected to contribute to growth, equity and macroeconomic stability of
the country. Hermes and Lensink, (2007) were of the position that microfinance can
improve the economic and social situation of women. MFprovides skill based training to
enhance the productivity, organisational support and consciousness-building to empower
the poor.

Research findings have shown that MF plays three broad roles in development
(UNDP, 2004): (1) helps the vry poor households meet basic needs and protects them
against risks (2) is associated with improvements in household economic welfare and (3)
helps to empower women by supporting women economic participation and so promote
gender equity. There are some scholars who perceive MF as a waste of resources and see

it as a bad panacea for poverty eradication (Ditcher, 2006; Karlan & Zinman, 2010).
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Ditcher (2006) is of the opinion that funds from MF have been mostly used for
consumption rather than business development; while Banerjee, Duflo, Glennerster and
Kinnan (2010) claimed that MF has not impacted on participants’ average monthly
expenditure per capita, health, education or women decision making among the slum
dwellers in the city of Hyderabad, India. Daley —Harris and Zimmerman, (2009) also
stated that when MF is used to meet day to day consumption, it can lead to debt for the
borrowers rather than a way out of poverty. Similarly, Karlan and Zinman, (2009) found
out that MF has no discernable effects on quality of food that people ate. Some other
scholars had mixed perceptions that MF has benefits for the poor but not the poorest
(Mosley &Hulme, 1996; Morduch, 1998; and Kuntala & Samanta, 2006) concluded that
the facilities did not have any significant impact on physical assets accumulation and
production.

The success stories of positive influence of MFIs to SES of women have been
recorded worldwide. The industry assessments of MF of these countries identified
improved health status, increased income access, residence quality and social
participation as evidence of improved SES. Available records show that there are
311Microfinance Banks (MFBs) in SouthWestern(SW) Nigeria (Appendix 4) out of 795
throughout the Federation. This is evidence that MF are fast becoming a household name
in the SW part of the country due to its acceptance as a means of reaching those people
that were not served by the conventional big banks (Oluyombo, 2007). Nevertheless, with
these arrays of MFBs, one would have expected a corresponding impact of their activities
and contributions to the SES of the women in SW Nigeria just as it is in Bangladesh,
Peru, Mongolia, Cambodia and Sri-Lanka ( Gonzalez, 2010; Rozas & Sinha, 2010).
However, contrary to these expectations; the impact of the MFBs is so scantily
documented and under-represented on the human capital development and poverty
indices among the poor in the SWregion of Nigeria. Thus, one begins to imagine
whether they have made any significant impact in this region at all.

Besides, most existing literature are self-assessed reports by the MFIs and the
Central Bank; while the few independent reports coversuch areas as financial intervention
for improving women participation (Ogbuagu, 2000); effectiveness of microcredit as
instrument for improving the socio-economic conditions of beneficiaries (Olajide,
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2004)Microfinance institutional performance (Oluyombo, 2010); age and farm size
(Anyiro & Oriaku. 2011), effects on the nation’s Gross Domestic Products (GDP),
Awojobi & Bein, 2010) changing income and economic status (lrobi, 2008), poverty
index and human capital development of the country generally (Onwumere, Ibe
&Aghaim, 2012). Observably, there is dearth of independent assessments of theextent to
which the MFBs had actually contributed to the socio-economic status of women in
SWNigeria, despite being the most vulnerable group to financial exclusion.
1.2  Statement of Problem

Despite the spread of self acclaimed success stories of Microfinance Finance
Banks (MFBs) the poverty level is still very high among the vulnerable group with no
explanation offered for the increasing level of poverty and inequality in Nigeria. Inspite
of the government intervention in addressing the financial inaccessibility of the
unbankable poor, this, therefore, raises the salient questions as to whether the
implementation of the microfinance known accessibility is faulty or the clients are not
making the best use of the facilities granted them by MFBs or the social standing of the
vulnerable group, social skills as well as the income generating skills are having
problems. It is against this background that this study investigated MFBs influence on the

socio-economic status of women clients in SW Nigeria.

1.3 Objectives of the Study

The general objective of the study is to determine the influence of Microfinance
Banks (MFBs) on SES of women clients in Southwestern Nigeria. To achieve this, the
specific objectives are to:

1. determine the relationship between Microfinance Banks and each of membership of
societies, communal relations and social skills,

2. determine the relationship between MFBs and each level of assertiveness, health status
and residence quality of women clients,

3. determine the relationship between MFBsand each of ownership of household assets,
entrepreneurship or income generation skills as well as and home ownership and
property ownership of women clients,

4. examine the extent to which MFBs influence the socio-economic status of women

clients,



5. ascertain the repayment patterns of women clients towards ensuring sustainability.

6. ascertain the perceptions and attitude of women clients towards microfinance in
southwestern Nigeria.

7. examine the benefits of the customers - banks relationship and its impact on the
accessibility of loans and;

8. examine the constraints of the customers - banks relationship and its impact on the

accessibility of loans

1.4 Hypotheses

The hypotheses for the study are:

Ho1.There is no significant relationship between each member of society, communal
relations and social skills and MFBs access

Ho2 There is no significant relationship between each level of assertiveness, health status,
residence quality and MFBs access

HosThere is no significant relationship between each of ownership of household assets,
entrepreneurship / income generation skills as well as home ownership and property

Ownership and MFBs access.

1.5 Research Questions

The following research questions were answered.

R.Q;.to what extent do microfinance banks influence the socioeconomic status of women
clients?

R.q2what are the repayment patterns of women clients for ensuring sustainability?
R.Qswhat are the perceptions and attitude of women clients towards microfinance?

R.Q4. what are the benefits of the customers- banks relationship and its impact on the
accessibility of loans?

R.Qswhat are the constraints of the customers- banks relationship and its impact on the

accessibility of loans?

1.6 Significance of the Study
Influence of MF on SESof women in SW Nigeria is significant as it may reveal

important insight into MF services and their influence on SES of women clients.
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Thestudy will help MFBs further improve services, promote innovation, improveplanning
and customers- banks relationship. It is also significant because the findings and
recommendations can be used by the MFBs to chart a way forward. The relevant of the
study reveals the benefits and risks of MFBs in the operations of their services.

Through this study, the policymakers (Central Bank of Nigeria and Government)
can get a feedback on the extent to which the policy has addressed poverty alleviation.
The study is significant because the findings can serve as a tool for future policy making
by the Government on MFBs. Also, some guidance will be provided for the Government
when issuing policy guidelines for the operators of MFBs.

Women can find the study’s findings beneficial as it reveals their economic and
social standing within their respective communities. This can as well enhance their
confidence as they can feel fulfilled that they are being recognised, and that solution can
be proffered to whatever problems they may be encountering. It can also be used by
change agents to raise the consciousness of the women that are still living in poverty.

Findings may also encourage the social investors who are interested in poverty
issues, to become important players in building an egalitarian society by establishing new
MFBs. This study is pertinent as it can contribute to body of literature on women and
Microfinance in Adult Education, especially, Community Development.

1.7  Scope of Study

The study focuses on the influence of MF on SES of women who had patronised
the identified MFBs in SW Nigeria for two years and above. The study focused on SW
Nigeria because it has the highest number of MFBs in Nigeria, 39% of the total MFBs
(795) existing in the country (Table 1.1). There are six states in the SW Nigeria. In
order to have a good geographical spread and representation of respondents some
selections were made. Oyo state and Osun state used to be one (Oyo State), Oyo state
was, therefore, selected. Ondo state and EKiti state were formerly Ondo state, Ondo state
was selected for the study. Also, Lagos state which is the commercial nerve centre and
which has the largest number of MFBs in SW Nigeria was selected. Ogun state was used
as the pilot study. Thecompanies licensed by CBN as MFBs and are above five years in
operations are identified from Oyo, Ondo and Lagos states for the study. This was based

on their self-acclaimed records, being the best and having high patronage of clients.
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Table 1.1Distributions of Microfinance Banks in Southwestern Nigeria

Southwest Number of MFBs
Ekiti 12

Lagos 160

Ogun 48

Ondo 14

Osun 31

Oyo 46

Total 311

Source: retrieved from www. cenbank.org/ supervision/inst.-MF accessed 07/11/14

1.8 Definition of Terms

For the purpose of clarity, following terms were operationally used in line with their
contextual meanings in this work.

Microfinance: Microfinance implies the provision of financial services to the low inc
ome poor and self employed poor women.

Microfinance Bank: A microfinance bank (MFB), unless otherwise stated shall be
construed to mean any company licensed by CBN to carry on the business of providing
financial services such as savings and deposits, loans domestic fund, transfer other
financial and non-financial services to microfinance clients (CBN, 2012).
Socio-economic Status:It refers to the social and economic standing of individual
woman in relations to others as ranked by society in accordance with criteria which are

considered of social and economic worth or value.
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CHAPTER TWO
LITERATURE REVIEW AND THEORETICAL FRAMEWORK

2.0 Literature Review

This section of the study is to review the accounts of what have been published on
MF activities in terms of influence of MFBs on SES of women clients by renowned
scholars and researchers. The chapter is to also describe and clarify major concepts and
definitions around the area of study. The review served as a guide in the collection of
data and the findings of the present study. The review entails the following content:
Women and Microfinance
Women Informal Financial Sector
Women and Microfinance
Microfinance and Socio- Economic Status
Microfinance and Social Status
Microfinance and Residence Quality
Microfinance and Health Status
Microfinance and Economic Status
Microfinance and Access to Income
Microfinance and Entrepreneurship
Empirical Studies
Theoretical Framework
Appraisal of Literature Review

Hypotheses

2.1  Women and Microfinance

About 70% of the 1.3billion people living on less than US$1.00 a day are women
(World Bank, 2010) and that 75% of them work in the informal sector of the economy
(UNDP,2008). Before the emergence of MF as an intervention programme in 1976, the
poor women had no formal banking access. This was due to poverty, lack of collateral
security, illiteracy, discrimination and inequality. It was originally developed and called

microcredit, a project of the NGOs. The delivery system proved that the poor women
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were bankable. It was adjudged and celebrated as a development strategy for poverty
alleviation.

The financial institutions often focus on men and formal businesses, to the
detriment of women who form a large and growing segment of the informal economy.
There is strong evidence in literature that women are better clients of MFI loans
(Boohene, 2009; De Graff & Levison, 2009; Sanyal, 2009; Sotomayor, 2009; Swain &
Wallentin, 2009). The advantages of focusing on female clients include the fact that
women clients register higher repayments rates and have higher level of poverty. They
also contribute larger portions of their income to household consumption than their male
counterparst (Alejo, 1993 in Mugabi, 2010; Oliver, 2010).

Children of the women who are beneficiaries of the scheme also reap the benefits,
as there is an increased likelihood of full-time school enrolment and lower drop-out rates.
Studies have shown that enhanced income from economic activities is often first invested
in children’s education, particularly the girl child. Households of MFcustomers appear to
have better health practices and nutrition than other households (Littlefield, Morduch &
Hashemi, 2003). As a development strategy, MF, therefore, makes a strong contribution
to the realisation of the Millennium Development Goals (MDGs). MF often targets
women in some cases wholly. Dalley-Harris, (2007); raises the fact that female clients
represent 85% of the poorest MF reached. Grameen Bank has provided $921 million in
loans to over 8.35 million borrowers in which women constitute about 97% (Grameen
bank, 2011).

2.2 Women and the Informal Financial Subsector

The Informal Financial Subsector in Nigeria refers to finance activities that are
operated outside the purview of government regulation (Soyibo,1997). The activities of
this subsector are mostly underground, unofficial, irregular, informal, shadowy, and
parallel (Ekpo & Umoh, 2011). The most common type of informal finance in Nigeria is
the Esusu. Among the Yorubas, it is called either Esusu or Ajo. Among the Igbos, it is
called Isusu or Utu while the Edo people call it Osusu. The Hausa, Adashi, the Nupe
Dashi, the Ibibio Etibe, while the Kalabari, Oku (Okorie & Miller 1976). Some

esusugroups operate with written laws while others operate with unwritten laws but on
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oath of allegiance and mutual trust (Ekpo & Umoh, 2011). This traditional practice fits
one of the MF models in operation today.

Apart from Esusu, the poor women also benefit from the credit being provided by
Money Lenders, Savings and Credit Unions. Money lenders have a prominent place in
literature on informal sector finance for low income groups (Adams & Fichett, 1992 in
Buckley,1997). Money Lenders are believed to be Shylocks’ and they charge high
interest rates through which they extract economic surplus provided by peasant labour,
capital and land. The savings and credit associations, as well as credit unions, operate in
more formalised ways than the esusu associations. But the savings and credit
cooperatives must be registered under the Cooperative Association Act. When the credit
societies come together as they often do, they form larger units lending called the Credit
Unions, they modify their operations to include subscription of share capital, deposit and
taking cooperative (Ekpo & Umoh,2011).

The operations of the traditional institutions are highly heterogeneous with a wide
variety of operators and services such as information, lending and borrowing using
various types of instruments. The common feature which they all have is their
“informality, adaptability and flexibility of options’. These reduce their transaction costs
and give them comparative advantage and economic rationale over formal finance. The
characteristics of informal finance include the following:

Unregulated and non-subsidised fund

Easy accessibility

Loan availability in very small size and for short periods

Low administrative and information costs

Little or no collateral

Flexible and variable interest rates (from very high or no interest)

Highly flexible transactions and repayments tailored to individual needs.

As a result of these characteristics the informal credit operators are able to reach their
clients beyond the profitable reach of formal sector with lower transaction cost. The
informal and semi informal financial subsectors are still thriving in Nigeria because the
795 MFIs cannot cope with the population of the poor of 112million (NBS, 2011).
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2.3  Concept of Microfinance
MF is the provision of financial services for specific purpose with a view to

creating self-employment for the poor and thereby enabling the poor to build their own
enterprises and move themselves out of poverty in developing countries in both rural and
urban areas (Srinivasans, & Srivam, 2003). Alegiemo and Attah, (2005) defined MF as
the financial empowerment of economically active poor through the provision of
microcredit as well as other productive assets which enhances the latent capacity of the
poor. The standard definitions of MF describe it as a method to offer poor people access
to basic financial services such as loans, savings, money transfer services and micro
insurance (CGAP, 2012). In other words, MF is an income producing tool rather than
consumption. It includes loans, savings, insurance and transfer services and other
financial products and services. According to ADB, 2000; Murray and Boroughs, (2002);
CBN, (2006); Karlan & Goldberg, (2007) the characteristics of MF include:

Little amounts of loans

Short term loans (usually up to the term of one year)

Payment schedules attribute frequent instalments (or frequent deposits)

Instalments made up from both principal and interest, which amortized in course of

time.

Higher interest rates on credit (higher than commercial bank rates but lower than

loan-shark rates, which reflect the labour- intensive work associated with making

small loans and allowing the MF intermediary to become sustainable over time.

Easy entrance to the MFintermediary saves the time and money of the clients and

permits the intermediary to have a better idea about the clients’ financial and social

status.

Application procedures are simple

Short processing periods (between the completion of the application and the

disbursement of the loan).

The clients who pay on time become eligible for repeat loans with higher amounts

The use of tapered interest rates (decreasing interest rates over several loan cycles) as

an incentive to repayment on time. Larger size loans on relatively lower rates.
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Regarding the use of collateral, the credits could be disbursed against smaller land
parcels, deposits or liquid assets or even against strong credit records (Collins,
Morduch, Rutherford, Ruthenven, 2009.)

According to Otero, (1999), MF is the provision of financial services to low
income poor and very poor self —employed people. The financial services, according to
Ledgerwood, (1999), generally include savings and credits and other financial services.
This was corroborated by Olaitan, (2001) and Akanji, (2001) that the tools of
microfinance include increased provision of savings, repositories and other financial
services to low income earners or household. MFis the attempt to improve access to small
deposit and small loans for poor households neglected by banks. The Central Bank of
Nigeria CBN, (2005); defines MF as the provision of financial services to the poor that
are traditionally not served by the conventional financial institutions. Therefore, MF
involves provision of financial services to the poor people living in unbanked and rural
settings who are unable to source funds from the financial sectors.

However, not all MF initiatives that target the very poor include comprehensive
non-financial services. Safe Save, for example, sticks to financial services only ‘on the
grounds that even extremely poor clients are able to make good use of properly tailored
financial services without others support, and that provision of non-financial services is
costly and of questionable benefit” (Zohir & Matin, 2004).

MF is a development strategy which has proved to lift the poor out of poverty.
The MF principles emerged over three decades ago as a result of the failure of economic
theories which could not explain why thousands of poor people were dying of starvation
in the streets of Bangladesh. Famine struck Bangladesh in 1974, at that time Dr.
Muhammad Yunus was a Professor of Economics at the University of Chittagong. He
was disillusioned because the theories he was teaching could not eradicate poverty and he
was determined to find a practical way to help the poor women so that they can
contribute their quota to sustainable development of their country. He was astonished that
by providing 27 to 42 US dollars to people in a village called Jorba, their lives radically
changed for the better. They were able to pay back with interest and thereby lifted

themselves out of poverty. The idea is small, short loans and absence of collateral.
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Yunus, (2003) claims that “all human beings have an innate survival skill”. The
fact that the poor people are still alive is a proof of their ability to survive. It is not
necessary to teach them how to survive they already know it.” The notion that providing
affordable credit to the constrained poor will foster economic development, roots itself in
the idea that there is a natural talent in every people, if not every person and the lack of
the affordable credit prevents people from realizing the economic benefits of those talents
(Banerjee, 2006). It is assumed that MF creates self -employment and that each person is
a potential entrepreneur. This simple idea that the poor could enjoy better living led Dr.
Yunus to create Grameen Rural Bank in 1983. Since 1983, the bank has provided US
$921 million in loans to over 8.37million borrowers in which women constitute about
97%. (Grameen Bank, 2011).

2.4 The Idea of Microfinance Institutions

MFIs are organisations that provide financial services to the poor who are
otherwise excluded from the formal banking sector (Morduch,1999). The Institutions
include a wide range of providers that vary in their legal structure, mission, modes of
operation and sustainability but share common characteristicsof organisation credit union,
downscaled commercial banks, financial cooperatives that provide financial services to
the poor (Fotabong, 2011). Vanroose & Despallier, 2009; Yunus, (2004); Johnson and
Rogaly (1997) argue that MF emerged as an alternative to the development finance
institutions in delivering financial intermediation to the poor and very poor. The idea of
MFI met requirements that incorporate a social component into economic system to meet
observed behaviour (Yunus, 2007).

According to Masanjala, (2002) their mechanisms constitute for a long time, the
missing link between the arbitrariness of informal lenders and the problems related to
standard banking institutions. Anyanwu, (2004) also raises the fact that MF bank is not
just providing capital to the poor but also combats poverty at individual level as well as
institutional level. The gap filled by the MFI has made it part of the formal financial
system.

In terms of economic dimensions, there are two assumptions to explain why

development of MF has taken a dramatically important turn. These assumptions relate to
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factors of production- land, labour and capital that are to be provided for sustainable
development. The first assumption is that “poor populations” possess the capacity to
implement income generating activities but that the main hindrance to their initiatives is
the lack of access to capital”. The inhibitions arise as a result of the meagre loan
advanced and savings collected and the risks associated with the poor, defaulting in
repayment track records in addition to the absence of asset based collateral. As a result of
these limitations, the existing financial institutions are reluctant to extend loan facilities
to them.

Another factor to consider is the high rate of defaults in repayments of loan
granted by financial institutions to their various associations and societies. Despite the
negative evaluation, the idea still persists that poor people, given access to capital, and
with close monitoring are in a position to implement and manage income generating
business enterprises. It means that when the poor people are given the enabling factor,
they are able to run economic activities and contribute their quota to development. The
second assumption is that once the financial institutions are established, the poor are able
to use it for productive purposes thereby incorporating themselves into the financial
milieu by repaying the loans and accumulating savings (lheduru, 2002; Duvenback,
Palmer-Jones, Copestake, Hooper, Loke, & Rao, 2011).

The literature available suggests that there are three broad types of MFI for profit
institutions (Type 1), NGOs (Type 2) and Cooperatives (Type 3).Von Pischke, ( 2007);
explains that “the boundaries between Type 1 and Type 2 are strongly determined by
their approaches to subsidy while Type 3 is defined strongly by solidarity. Type 1
institutions are donor independent and are advocates of “minimalist approach”
concentrating on financial services only, rather than social service (Von Pischke, 2007).
The Type 2 is commonly associated with the Bangladesh paradigm with stronger poverty
focus and the use of subsidies. While the new financial system approach an alternative
idea, encourages traditional commercial banks to “downscale” their business and develop
financial products targeted to low income clients. Many Type 2 NGOs also pushed for
conversion to Type 1.

The Type 1 is under the New Microfinance Regulatory Framework known as

MFB which shall be construed to mean any company licensed by CBN to carry on the
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business of providing financial services such as savings and deposits, loans domestic
fund, transfer other financial and non-financial services to microfinance clients. The
Types 2 and 3 are non-licensed non —bank MFIs and are only required to forward
periodic returns of their activities (CBN,2012). The size of the loan is usually small and
varies from one institution to the other. In Nigeria, the size is usually small and in the
range of N5000 to N50000 about $35 to $350 (Oji, 2005). There are various institutions
that are involved in the provision of financial service to the poor. In this study, the Type I
MFBs that are licensed by Central Bank of Nigeria were adopted.. This definition helped
the researcher to focus on institutions that are primarily set up to help the poor and whose
activities are under the supervision of the Central Bank of Nigeria.

2.5 Basic Functions of Financial Intermediaries
Levine, (1997) identifies five basic functions of financial intermediaries to
include the following:
Savings mobilisation
Risk diversification
Acquiring information about investment opportunities
Monitoring borrowers and exerting corporate control

Facilitating the exchange of goods and services

2.5.1 Savings Mobilisation

Savings is the surplus realised from income generated activities of the low income
poor. The poor living in rural or urban slums run into problems with money management
and finding a safe place to store savings. Apart from the physical risk, much tougher
problem is keeping the cash safe from many claims such as claims by relatives who have
fallen on hard times, by importunate neighbours, by hungry or sick children or alcoholic
husbands, and by creditors and beggars. Rutherford, (2002) argued that even when one
does have a little cash left over at the day’s end, if one doesn’t have somewhere safe to
put it she will most probably spend it in some trivial way. The offering of savings
services to the poor plays a big role in reducing vulnerability and enhancing self-
insurance. Savings acts as insurance for credit facilities since women clients lack physical
collaterals (Versuluysen, 1999 in Swope, 2005; Akanji, 2001; Mkapado & Arene, 2007).
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The propensity to save in cash for the poor is indeed very high as spending requirements
related, not just to emergencies, but also to life cycle needs, and economic opportunities.
MFBs have provided the missing link where poor women can keep their surpluses in case
of emergency.

This is an important function of the financial intermediaries. The provision of
savings facilities enables individuals or household to store their surpluses (money) in a
secure place, and allows this money to be put to a productive use by the bank which lends
the same to individuals or enterprise to finance investment thus encouraging capital
accumulation and promoting private sector development. The poor also needs to save for
emergencies, investment, consumption, social obligation, education of their children and
many other purposes.

The poor and low income households have the capacity and willingness to save.
Savings facilitate the development and adoption of better technologies. Mc.Kinnon,
(1973) in ADB, (2007); illustrated this with the situation of a farmer who cannot afford
a particular investment out of his own savings and needs to borrow in order to buy some
pieces of equipment (e.g. to invest in “new technology”) which would increase his
productivity, and enables him to earn a higher income thereafter. Through savings
mobilisation, credit is made available, while financial intermediaries facilitate investment
in new technologies across the economy thereby increasing overall productivity. Also,
savings mobilisation creates opportunity for re-lending of the collected funds into the
community.

The financial services accessed by the poor will increase income growth for the
poor, thus having a direct impact on poverty reduction (Jahlan & Kirkpatrick,2006).
Morduch and Haley, (1999) in Huson (2006) are of the opinion that the poor can save, do
save, and want to save money. Also that they also save in a variety of forms.Savings have
been found to have positive effects on the businesses of the women clients in Nigeria
(Ojo, 2001; Akanji, 2001). While savings and credit facilities were found to also have
positive effects on the women beneficiaries wellbeing in Bangladesh, Indonesia, Ghana,
and Mexico (Vonderlack & Schreiner, 2001). The recent Amhara Credit And Savings
Institution (ACSI) survey of 600 potential credit/ savings clients reveal that some 79.2%

actually have some kind of savings, which they hold either in cash (57.9%) or in kind
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(Gobezie, 2004). Often, it is when saving “in cash” which is not convenient that the poor
resort to saving in real asset. But the return on such investments is not always very large
since investments are made in order to save, and not vice versa, when other saving
opportunities are unavailable (Schimidt & Kropp, 1987).

Honohan, (2004); believes that the existence and functions of sound financial
institutions may further poverty reduction, especially, when compared to alternative
mechanisms. Hence, MFI may be one of such promising mechanism for alleviating
poverty and contributing to aggregate growth at the same time.

Oji, (2008); found out that within five years of MF utilisation by the beneficiaries there
was a significant growth in the volume of savings accumulated from clients by the MFls.
In a study carried out by Hossain, (2012) he found that the average monthly savings of
respondents before joining the scheme was Tk.9.14, while after joining the scheme,
savings by the respondents recorded 100% bracket and the average monthly savings in
the survey increased to Tk52.27 about 471.88% higher than before joining the credit
scheme. The study revealed that the attitude of the borrowers towards savings has

improved.

2.5.2 Risk Diversification

To invest in an individual project is riskier than investing in a wide range of
projects whose expected returns are unrelated. A saver is risk averse while financial
intermediaries facilitate risk diversifications which allow investments to be made in
riskier projects with higher expected aggregate returns (Saint Paul, 1992 and Obstfeld,
1994). It creates technological change. It enables the poor to decrease the proportion of
low risk, low return assets, held by the poor households for precautionary purposes and
enable them to invest in potentially higher return assets (such as education) with overall

long term enhancing impacts (Deavon,1991).

2.5.3. Acquiring information
The financial intermediaries such as banks collect information on behalf of many
investors and share the cost of doing so between them thereby improving the resource

allocation and increase investment. These financial intermediaries can facilitate the
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selection between projects or the basis of judgements about expected returns thus
declining the non-feasible projects and ensuring that capital is allocated optimally

(Greenwood & Jovanovic, 1990).

2.6. Constraints in the utilisation of Microfinance services

There is a growing body of direct evidence (at least some) of small and medium
sized firms in developing countries that are credit constrained (de Mel, Mc Kenzie &
Woodruff, 2009; Mc Kenzie & Woodruff, 2008; Banerjee and Duflo, 2008). If the credit
constraints are relaxed, these should inspire or encourage the clients to expand old
businesses, set up new ones and efficiently time the purchase of business assets and
households goods. According to Simanowitz, (2002); the constraints of reaching the poor
people with microfinance services include physical and economic barriers, self selection
and self exclusion as well as sector risks and the deprivation of extreme poverty itself.
Indeed, there are several reasons why the poor do not have accounts with MF, which will

be explained below:

2.6.1 Physical Barriers

Simanowitz, (2002); pointed out that the very poor live in remote rural areas with
no access to financial services in the developing countries. The rural areas are
characterized by poor infrastructural facilities with relatively low population density, low
levels of literacy and mainly agrarian economy. The activities in many rural areas have
low profitability and are prone to high risk.
2.6.2. Economic Barriers

Many MFIs use group lending methodology where clients have to attend a weekly
or monthly meeting to access credit. The cost of transportation to meetings coupled with
the opportunity cost of attendance may result in economic hindrance to the clients of the
MFservices. The meetings take them away from important domestic tasks as well as other

remunerative activities.
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2.6.3 Self Selection

The Grameen model of solidarity groups which involve selection of poor
members, by others, may lead to rejection of would be members when they perceive that
those members might not be able to repay their loans as this might jeopardise the
creditworthiness of the entire group (Montgomery, 1996; Hulme & Mosley, 1996;
Noponen,1990).

2.6.4. Self Exclusion

When the poor are not actively excluded but out of their volition they decided not
to be partakers of the programme because of intimidation, believing that the services
offered by such programmes do not meet their needs. The poor, especially women often
lack confidence, skills and market contacts. They deem themselves unable to repay debt.

Some analysts refer to the poorest as “debt averse” Hashemi, Wood & Sherrifs, 1997).

2.7.Repayment Patterns and Recovery

Studies have shown that the key to high recovery is the joint liability by small
groups of borrowers held jointly liable for one another’s repayments (see for example
Stiglitz, (1990); Varian, (1990); and Ghatak,(1999). Joint liability remains a feature in
the majority of MFcontracts but it is no longer the sole focus as various factors have
contributed to this change. A number of the larger micro-lenders have converted their
portfolios to individual liability loan; Grameen converted all of its branches to Grameen 2
which eliminates the group fund and joint liability Yunus, (2010). Bancosol moved the
majority of its borrowers from group to individual contracts (Bancosol, 2010). Asa in
Bangladesh has relaxed or eliminated joint liability (Armandariz and Morduch 2005).

The main feature of nearly all MF contracts is high frequency repayments (Jain
and Mansuri, 2003). The typical loan contract requires repayment in small, frequent
instalments beginning immediately after disbursement. Most of the lending contracts
require repayment in small, frequent instalments beginning immediately after
disbursement. Most of the lending contracts require weekly repayments. This is the belief
of practitioners that frequent repayment is critical to achieving high repayment rates. This

belief is captured in Yunus (2003) observation:

22



It is hard to take a high wad of bills out of one’s pocket
and pay the lender. There is enormous temptation from
one’s family to use money to meet immediate
consumption needs. Borrowers find this incremental
process easier than having to accumulate money to pay
a lump sum because their lives are always under strain,
always difficult, Banker to the Poor 114.

Research findings have shown that the effect of repayment are both limited and
mixed. For example BRAC with nearly 6million clients, abandoned a move to bi-weekly
repayment when an experiment showed increased delinquencies (Armendariz and
Morduch, 2005). Satin Credit Care, an urban MFI targeting trading enterprises, found that
delinquencies increase from less than 1% to nearly 50% when it tested a move from daily
to weekly repayment (Greg & Fischer interview with H.P Singh November 30,2005 in
BancoSol in Bolivia revised its repayment policy repeatedly in response to fluctuating
arrears (Gonzalez — Vega, Nevajas and Schreiner (1996), Westley, (2004).

A study by Mclntosh in 2008 using spatial variation in loan administration by
FINCA Uganda to show that when groups were given freehand to select biweekly loan
repayment, group drop-outs fell and repayment performance was actually slightly
improved. Also Field and Pande, (2008) conducted a test using the random assignment of
clients to either weekly or monthly repayment schedules. They find no significant effect
on delinquency rates. The frequent repayment increased transaction costs incurred by
both borrowers and lenders. The activity based costing exercise suggest that weekly
collection account for as much as one-third of direct operating expenses (Shankar,2006);
Karduck and Seibel (2004).

2.8 Microfinance Institutions and Sustainability

Due to the formalization process, the modern MFBs are believed to serve dual
objectives; to reach the unbanked poor as well as to become self- sustainable. As the
MFBs are increasing, there is need for external commercial source of funding in addition
to profiting from lending activities once donors stop funding (d> Crombrugghe, Tenikue
& Surela2008). Sustainability means relying on commercially priced and internally
generated funds rather than donors for growth (CGAP, 2009). This implies that
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appropriate systems and processes must be put in place to ensure that financial services
are made available on a continuous basis and clients continue, to enjoy the services
forthwith. In general terms, sustainability implies institutional permanence. According to
Nevajas, Schreiner, Meyer, Gonzalez-Vegas, Rodriguez and Mega (2000); sustainability
is defined as the ability to “reach goals” in short term without harming your ability to
reach goals in the long term”.

The term “sustainability” is widely used interchangeably with other concepts
such as profitability, self —sufficiency, financial sustainability, financial efficiencyand
operating self —sustainability (Yaron, 1992; Rhyme & Otero, 1994 in Ssewamela &
Sherraden, 2004; Christen, Rhyme & Vogel 1995; Hulme & Mosley, 1996; Christen,
1997; Ledgerwood, 1999; Meyer, 2002). As viewed by the scholars, the only way an
MEFTI can become truly ‘sustainable is to reach financial self-sufficiency. For example,
they argue that “sustainable institutions can and must meet 100% auto-financing for their
credit operations”. Sustainability means that donor subsidies can be leveraged to reach
greater numbers of poor clients. In the past, failure to charge interest rates sufficient to
cover costs and enforce repayment meant that subsidies were largely absorbed in
covering operating costs and loan losses while only a selected few benefited from the
limited number of subsidised loans that could be delivered. Today, the emphasis is on
building commercial approaches to MFBs that can increase both scale and outreach to the
urban and rural poor through a range of reliable financial services with decreasing
dependence on external donor funds.

For over three decades, MFIswere completely dependent on subsidies from
Governments and Donor Agencies. Without the risk —absorbing capital provided by such
donor organisations, MFIswould arguably never have proliferated (Gonzalez, 2010). For
all its successes, MFI continues to receive hundreds of millions of dollars as subsidies
(Armendariz & Morduch, 2010).Subsidies are legitimate, provided they act as catalyst for
eventual self- sustainability of the programme and not merely to prop up poorly run loss
making organisations.

For a credit programme to be effective and sustainable, the MFI must have
capacity to meet high performance standards through provision of financial services and

generation of domestic resources (Woller and Schreiner, 2006). At the same time, they
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must build towards operating financial sufficiency and expanding client outreach. The
MFI that follow the “win-win proposition” are those that rest on the fact that good
banking will also alleviate the most poverty. By achieving financial sustainability, the
MFI will be able to grow without constraints imposed by donor budgets. As a result of
this, institutions will be able to serve more poor than can be served by programme
supported subsidy.

Today, the MF industry places great emphasis on sustainability for the clients and
the institutions themselves. The effective long term provision of these services occur
through MFIs that adhere to the Eleven key principles endorsed by the Consultative
Group to Assist the Poorest (CGAP) and its 28 member donors, which were further
endorsed by the Group of Eight Leaders of the Summit on June 10, 2004.The fourth key
MF principle states that “MF can pay for itself, and must do so if it is to reach a very
large number of poor people ““. The fifth key principle states that MF is about building
permanent local institutions that are progressing towards sustainability if they have not
already attained it.

Financial sustainability is defined as the development of products and delivery
systems that meet clients’ needs, at prices that cover all costs of providing these financial
services (Rosengard, 2001). The funds received from MFIs are not gifts but rather loans
and clients must repay them. Repayment is both an aid in reaching institutional
sustainability and a powerful motivator to strive for sustainability since the promise of
future loans is one of the strongest compulsion for clients to pay funds they have already
borrowed. As with a traditional bank loan, the clients pay interest on the funds and at the
same time mobilise funds through savings. The repayment enables MF providers to reach
additional clients with the same funds and to eventually reach operational self
sufficiency; the point when revenue covers the cost of doing business. At this point, the
ploughed back revenue can be used to fuel additional growth, reaching ever increasing
members of new clients.

When MF can pay for itself on sustainable basis there is persistent financial
access to the poor segment of the society on permanent basis and on a large scale. The
loss to the society of the failure of MFI would be the loss of the financial savings of the

poor who would have been indoctrinated into savings habits by a MF programme. The
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resultant loss of confidence of the participants in the MF system in general and MFI in
particular would have adverse effect on the MF based poverty alleviation programmes in
the short run. Financial sustainability is of essence in the MFsubsector of a country in
conformity to the perspective that only independent, financially sustainable MFIs will be
able to attain the wide outreach necessary to achieve the highest level of impact on their
target population based on a globally affordable model that does not depend on long term
support, either from donors or the government (Robinson, 2003).

Also, effective regulation allows institutions to become sustainable as they do not
have to worry about sources of funding. Funding remains a major constraint that can hold
MFIs back particularly in terms of clients outreach. When MFIs become part of the
formal financial system, they can then approach the capital market for fund with which to
finance their lending portfolio, thereby rapidly expanding the number of clients they can
reach (Berger, Otero & Schor, 2006). The MFIs in this study have become part of the
financial system, as they can source fund from the capital market in order to remain
sustainable and have wider outreach. For MFI to attain this level of impacts and wide
outreach they must be sustainable. With the licensing and registration of MFI in Nigeria,
the larger percentage of poor women will have financial access as banks can source funds

from capital market for servicing the needs of women.

2.9 Evolution of Microfinance Subsector in Nigeria

The concept of MF can best be described by the title of F.A.J Bouman’s book
titled small, short, and unsecured (1990). This concept is not new. It is preceded by
numerous traditional and informal system of credit that had existed before modern
Western based Commercial Banking came into the picture. Many of the MFI practices
are derived from community based, mutual credit transactions were based on trust, peer
based, non-collateral borrowing and repayments. These include the Self —Help Groups,
(SHGs), Rotating Savings and Credit Associations (ROSCAs), Cooperative Societies,
Savings Collectors, relatives, friends and neighbours. The credit suppliers have always
met the poor people’s requirements at the right time and place.

Microcredits and MF are relatively new terms in the field of development. It first
came to prominence in the 1970’s according to Otero, (1999) and Robinson, (2001). In
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the twentieth century, MF has undergone four distinct phases of building sound inclusive
financial systems (ADB, 2006). The first phase of MF began in the 1950’s with
subsidized credit often targeting individuals who did not have the means to reimburse the
loans. These schemes assumed that provision of money to the poor was the solution to
poverty. The provisions of financial services by Government were mainly in the form of
rural credit programmes. Notable among such programmes in Nigeria are;

Rural Banking Programme (1977-1991).

Agricultural Credit Guarantee Scheme

Nigerian Agricultural and Cooperative Bank

Nigerian Agricultural Insurance Corporation (NAIC) since 1996

Peoples Bank of Nigeria (1990-2002).

Family Economic Advancement Programme.(1997-2001)

In 2000, Government merged the Nigerian Agricultural and Cooperative with the Peoples
Bank of Nigeria and Family Economic Advancement Programmes to form the Nigerian
Agricultural Cooperative Development.

National Poverty Eradication Programme (NAPEP) 1999-to date.

The MF services provided by the governments adopted the traditional supply- led
and subsidised credit approach. Although the programmes resulted in an increase in the
level of credit disbursements and gains in agricultural production and other activities, the
effect was short-lived (CBN, 2005). The programmes often resulted in high loans default,
high losses and inability to reach the poor rural households (Robinson, 2001). The learnt
lesson from these failures resulted in a new approach to MF designed to prevent such
loans from being misconstrued as gifts.

The second phase started in the 1970s’ with the NGO offering Microcredit
pioneered by Grameen Bank and other MFIs such as SEWA India and BRAC in
Bangladesh. The donor agencies provided the subsidised funds with the belief that the
supply of such resources would remain reliable. NGOs are intermediaries, acting as
income transfer agents for social purposes rather than serious financial intermediaries.
For over three decades, Non Governmental Organisations (NGOSs) through the assistance
of Donor Agencies such as the World Bank, United Nations Development Programme
(UNDP), United States Agency for International Development (USAID), Ford
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Foundation, Canadian, Swedish and German Governments have been providing funds for
MFIs in order to empower the poor economically, socially and politically.

The third phase of MF in the twentieth century was the formalization of
Microfinance. In the 1990s, MFI began offering more financial services such as loans and
insurance in response to demand. MFI has proved to improve the socioeconomic well -
being of its clients and families. As a result of the belief that MFI is helping to lift the
poor out of poverty, a sustainable credit culture was created. Henceforth, Microfinance
ceased to be regarded as a vehicle for the transfer of wealth to the poor and instead it
came to be considered as an instrument for the development of financial market.

The fourth phase, which began in the mid 1990s, is the mainstreaming of MFland
its institutions into the formal financial section. MFI is evolving into where the term is
becoming obsolete (ADB,2006). The term that is increasingly used is Building inclusive
financial system for the poor. Mainstreaming is one essence that MFIs and other
intermediaries operate according to the same standards of accountability, transparency,
performance and profitability as do commercial banks and other formal financial
institutions.

Due to the emergence of the Non —Governmental Organisations(NGOs’) in the
1980s” in Nigeria, the issue of non-accessibility of capital by the micro and rural
entrepreneurs has been addressed with vigour with a shift from supply approach to a
demand driven strategy. In recent times, the numbers of NGOs that are involved in MFIs
activities have increased significantly. The formal providers of MFIs are a rapidly
growing part of the financial sector in Nigeria.

The Central Bank of Nigeria came up with a policy in 2005 of streamlining the activities
of the Community Banks and MFI in order to address the problems of credit
inaccessibility of 65% of the population classified as the unbankable poor. The policy
takes into consideration the issue of the existence of a huge unserved market with a view
to empowering the poor. In view of the importance of MFas a development strategy, the
Central Bank of Nigeria approved 700 MFBs (CBN,2007). By June 2008, 607
Community Banks were converted to MFBs, 94 were granted approval in principle while
there were 117 new entrants and 5 selected NGOs with 550,000 borrowers (CBN,

28



2008).Almost all (98.9%) of the MFBs are classified as “UNIT” with only nine classified
as” State” MFBs (CBN, 2008).

These MFBs are mainly concentrated in Lagos and urban centres (Enhancing
Financial Innovation and Access (EFINA) Scope, 2010). As of September 24, 2010, 820
MFBS had been given licenses to operate.The MFHouses are private, commercial banks
and community owned while some are Non-Governmental Organisations. Despite the
number of MFI operating in the country, a study revealed that of 39.2 million adults
about 46.3% have no financial access to credit (EFInA, 2010). The policy was later
revised by Central Bank of Nigeria in April 2011, due to global financial crises coupled
with problems created by operators which threatened the viability of the industry.

The Policy, Regulatory and Supervisory Framework for Microfinance institutions
in Nigeria enables the CBN to perform one of its major functions of promoting monetary
stability and maintenance of a sound financial system. As part of its strategy to promote
Microfinance institutions in Nigeria, States and Local Governments are to devote at least
1% of their annual budget to microcredit initiatives to be administered by Microfinance
banks.

Within five years of operation, most MFIs are still small in size and vulnerable to
constraints on their resources and failure of meeting their matured obligations. Given this
scenario and following market reports about the failure of some MFBs to meet their
matured obligations as well as several petitions received from aggrieved depositors, the
Central Bank of Nigeria and Nigeria Deposit Insurance Corporation (NDIC) embarked on
a Target Examination of all MFBs in Nigeria, to identify the problem and ascertain the
scope as well as the extent of damage done to the affected institutions. The exercise
started in February 2010 and was concluded in June 2010. It was discovered that in
theory, the MF targets are the poor but in practice it often fails to reach those living in
poverty. Credit line dried up, competition became more intense and credit risk increased,
as many customers of MFBs were unable to pay back their credit facilities owing to the
hostile economic environment.

The combination of these factors had significantly weakened the MFB sub-sector
and its ability to achieve the policy objective of economic empowerment at the lower end

of the market. The Target Examination was conducted on 820 MFBs across the country.
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A total of 224 (27%) MFBs were found to be ‘Terminally Distressed’ and ‘Technically
Insolvent’ and /or had closed shop for at least 6months. CBN enunciated the factors that
contributed to the unsoundness of the MFBs as some or all of the following:

High level of non-performing loans, resulting in high portfolio at risk (PAR), which had
impaired their capital,

Gross undercapitalization in relation to the level of operations;

Poor corporate governance and incompetent boards;

High level of non-performing insider —related credits, and other forms of insider abuse;
Heavy investments in capital market, with the resultant, diminution in the value of the
investment after the meltdown;

Poor asset —liability management wing to portfolio mismatch;

Heavy investments in fixed assets beyond the maximum limit prescribed;

Operating losses sustained as a result of high expenditure on staff and other overheads;
Weak management evidenced by poor asset quality, poor credit administration,
inadequate controls, high rate of fraud and labour turnover;

Failure to meet matured obligations to customers (CBN’s Press Release, 26 September,
2010)

The Central Bank of Nigeria came out with a revised Microfinance Policy Framework for
Nigeria MFBs on April 29, 2011 and another revised in December 2012. The number of
licensed MFBs in Nigeria as at 7™ November, 2014 was 795.

2.10. Review of Microfinance Policy Framework for Nigeria

A number of recent studies reveal that regulation can affect growth and poverty
through its impact on the stability of the financial system. Regulation to ensure financial
intermediaries merge risks properly is needed to protect both the creditors and the
financial system as a whole, as one bank failure can threaten the entire financial system.
In order to protect the MFBs, adequate regulation must be in place.

2.10.1 Policy Objectives

The MFB policy intends to achieve the following specific objectives:
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i. Provision of timely, diversified, affordable and dependable financial services to the
economically active poor;

ii. Creation of employment opportunities and increase the productivity and household
income of the active poor in the country, thereby enhancing their standard of living;

iii Promotion of synergy and mainstreaming of the informal MF sub-sector into the
formal financial system.

iv. Enhancement of service delivery to micro, small and medium enterprises.

v. Mobilisation of savings for intermediation and rural transformation

vi. Promotion of linkage programmes between MFIs; Deposit Money Banks (DMBs),
Development Finance Institutions (DFIs) and specialized funding institutions,

vii Provision of dependable avenues for the administration of the micro-credit
programmes of government and high net-worth individuals on a non -recourse basis; and
viii. Promotion of a platform for MFservice providers to network and exchange views

and share experiences.

2.10.2 Policy Targets

The policy targets of MFare based on the objectives listed above, the targets are
as follows:
i.to increase access to financial services of the economically active poor by 10%
annually;
ii to increase the share holding of microcredit as percentage of total credit to the economy
from 0.9 per cent in 2005 to at least 20 per cent in 2020; and the share of microcredit as
percentage of GDP from 0.2 percent in 2005 to at least 5 per cent in 2020;
iii.to ensure the participation of all States and FCT as well as at least two thirds of all the
Local Government Areas (LGASs) in Mfb activities by 2015; and
Iv. to eliminate gender disparity by ensuring that women’s access to financial services

increase by 15% annually, that is 5% above the stipulated minimum of 10% across board.

2.10.3 Policy Strategies
A number of strategies were derived from the stated objectives and targets and

these include:
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I. Licensing and Supervision

The Central Bank shall license, regulate and supervise the activities of promoters and
MFB service providers that wish to become MFBs. To prevent a repeat of what happened
in the sub-sector the apex bank shall ensure that all such licensed MFBs are adequately
capitalised and operated in a safe and sound manner.

ii. Continuous Professional Development

Professionalism, transparency and good governance shall be the bedrock of the MF sub-

sector. The bank shall ensure capacity building for all the players of MF

iii. Saving Mobilisation

Attention will be paid to the promotion of savings and banking culture among low
income households, through Financial Literacy and Consumer Protection Programmes.
iv. Government Participation

The participation of Federal, State and Local Governments in the system shall be
promoted. This is by encouraging the three tiers of government to devote at least (1) per
cent of their annual budgets to microcredit initiatives, through a combination of moral
suasion and enlightenment, to be administered largely through MFBs.

V. NGO-based Mfbs

Non deposit taking MFIs shall continue their support to micro-enterprises and will be
encouraged to render regular returns on their operations to the Bank for statistical
purposes. Those that attain the minimum regulatory capital requirements and clientele

shall be encouraged to transform to licensed MFBs.

2.10.4 Collaboration with Development Partners

There shall be collaboration and close monitoring of donors’ assistance in the area
of Microfinance, in line with the provisions of this policy.
The Policy states that the MF is the provision of financial services to the economically
active poor. Active is defined as someone who is busy doing things which imply that MF
is not for those who are in extreme poverty, laggards and the unemployed. How to
determine economically active poor may pose a problem as the clients may come up with

artificial repayments or savings.
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The third policy objective is the promotion of synergy and mainstreaming of the
informal MF sub-sector into formal financial system. The policy recognizes the
participation of existing financial institutions in MFIs as credit —only membership and
that they are not required to come under the regulatory purview of the CBN while the
Domestic Money Bank wishing to engage in MF services should do so through a
designated department and offer MFas a financial product. In order to avoid a repeat of
what happened in the MF Industry, all MFBs should be monitored and supervised by the
Apex Banks: there should be no exceptions.

The fifth policy objective states that mobilisation of savings for intermediation
and rural transformation. The mobilization of savings is achievable but the same cannot
be said of transformation of rural areas with Lagos having the highest density of MFBs
coupled with the rural areas that are especially disadvantaged by geographic restrictions.
The strategy of collaboration and close monitoring of donors’ assistance in the area of
MF will not encourage financial sustainability. The fourth key MF principle states that
“MFBs can pay for itself, and must do so if it has to reach very large number of poor
people”. If donor contribution dries up, the MFBs will close down.

The policy strategy in government participation of Federal, State and Local
Governments in the system shall be promoted. It was stated as a policy strategy for the
2011 Microfinance Regulatory Framework and the 1% of their annual budgets should be
devoted to Microcredit initiatives, through a combination of moral suasion, advocacy and
enlightenment to be administered largely through MFBs. This policy strategy is yet to be
fully implemented by the three tiers of governments and those that did something went
through Domestic Money Bank instead of MFBs.

2.11. Microfinance and Poverty

The Central Bank of Nigeria(1999); 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 economic obligations, lack of gainful employment, skills,
assets and self—esteem and has limited access to social and economic infrastructure such
as education, health, portable—water, sanitation and consequently, has limited choice of

advancing his or her welfare to the limit of his or capabilities.” The OECD’s
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Development Assistance Committee defines poverty as comprising multiple dimensions
of deprivation that relate to human capabilities, including consumption and food security,
health, education, rights, voice, security, dignity and decent work (OECD,2001). The
World Bank (2001) also accepted the view that poverty encompassed “not only material
deprivation (measured by appropriate concept of income or deprivation) but also low
achievements in health and education”.

The scope of poverty has indeed widened to include “vulnerability and exposure
to risk, voicelessness, and powerlessness”. SIDA (Swedish International Development
Cooperation Agency, 2002) sees poverty as robbing people of the opportunities to choose
on matters of importance to them themselves (and)the essence of poverty is not only a
lack of material resources but also lack of power and choice. Somavia (2003) describes
poverty as a vicious cycle, that:

For individuals, poverty is a nightmare. It is a vicious
circle of poor health, reduced working capacity, low
productivity and shortened life expectancy. For
families, poverty is a trap. It leads to inadequate
schooling, low skills, insecure income, early
parenthood, ill health, and early death. For societies,
poverty is a curse. It hinders growth, fuels instability,
and keeps poor countries from advancing on the path to
sustainable development (1).

Olajide, 2004; sees relative poverty as individual or household whose provision of
goods is lower than that of other person or household in the same community where they
live. Although such people may be able to lead a decent life but the distribution of
structure in the society may not favour certain economic subjects and such people are
disadvantaged and are thus, poor relative to societal norms. Wanyama, Develtere and
Pollet, (2008); describe poverty as deprivation of individuals of the basic necessities for
existence such as food, water, shelter, clothing and other fundamentals to life namely
education, health, security, opportunity and freedom, which could exclude the individual
in the society as a result of inadequate capability to function and exercise freedom of
choice.

Bamiduro, (2011); defines poverty as” deprivation, lack, insufficiency, inability,
inequality and disparity, non-availability, deficiency and shortage in essentials of well-
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being”. Subrahmanyan, (2000); in Hossain, (2012); raises a point that poverty reduction
takes place when the poor women are able to generate income. Literature shows that the
most practical way of defining poverty is to measure it in terms of capital constraint,
which reflects De Soto, (2001); views. According to Otero (1999) conceptual framework,
“MF addresses one constraint faced by the poor: their shortage of material capital and the
input necessary to generate income”. Smith and Thurman, (2007); are of the opinion that
“poverty is about money. Many things cause poverty, but one common thread is that
there is absolutely no access to capital in poor countries, and without capital the people
and their societies have no chance to grow their business”.

Roy, (2010); in support of Yunus ideology, * puts forward the argument that the
cause of poverty is lack of capital and that by addressing this deficit, MF can allow the
poor to fully participate in a more humanized capitalism”. Therefore, MF encourages
income generating activities and a better planning of their financial needs. The increase in
income can have positive influence on children educational status, consumption patterns,
health status and decent accommodation. The CGAP Consensus Guidelines state (2003):

MF is a powerful instrument against poverty. Access
to sustainable financial services enables the poor to
increase incomes, build assets, and reduce their
vulnerability to external shocks. Microfinance allows
poor households to move from everyday survival to
planning for the future, investing in better nutrition,
improved living conditions, and children’s health and
education (pg.1)

Poverty is a multidimensional concept covering many aspectsof human well-
being (Falkingham & Namazie, 2002; Gwatkin Rystern, Johnson, Suliman, Wagstaff, &
Amouzon, 2007. In practice, no indicator can capture all its dimensions (World Bank;
2007 in Oliver; 2010). The Sociologists view poverty as a low SES, which is defined as
the variance or lack of achievement in any critical human condition including health,
nutrition, education and social rights (Bollen, Glanville, Stecklov & Evaluation, 2007;
Gwatkin, Rystern, Johnson, Suliman, Wagstaff & Armazon, 2007). concluded that five
indicators most often reflected poverty: household size, land owned, business equipment,

education and livestock
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The present study acknowledges that poverty is multidimensional (Bwalya,
Rakier, Svasand, Tostensen & Tsoka, 2004 in Oliver 2010). Studies revealed a direct
association between MF and poverty (Goldberg, 2005; Hartaska & Nadolnyak,
2008).From the above, one can note that the concept of poverty is multidimensional in
which in practice, no indicator can capture all its dimensions. This includes material
deprivation (i.e food, shelter), poor access to basic services (health, education and
portable water) and a range of non-material conditions such as lack of rights, insecurity,
powerlessness and indignity. Poverty can be described as a state of physical, social and
other deprivations which limit the choices the poor can make in their lives. The overall
poverty in a country is the sum total of individual needs.

The Federal Government had employed different programmes in alleviating
poverty all with little or no impact. The problem is that development on aggregate level
does not imply welfare improvement for individuals in the poorest part of a population
(Brune,2009). MFIs are example of such mechanism that have poverty alleviation as their
main goal and this policy instrument is perceived world- wide as very effective means
against hunger and poverty mainly in developing countries. They focus on individual at
the micro-economic level in order to achieve overall economic growth. By so doing, they
support the poor women by providing them with microfinance services that were hitherto
out of their reach due to lack of collateral security thereby enhancing private savings.
With increase in savings, capital is accumulated and higher income, the vicious cycle of
poverty is thus broken.

In this present study, poverty is seen as material deprivation and lack of access
to basic services such as health and decent accommodation. The study will address how
the MF have influenced the poor women clients in terms of material deprivation and

access to basic needs and whether these have addressed their basic needs.

2.12. Socioeconomic Status Concept

Socioeconomic status (SES) is evaluated as a combination of factors including income,
level of education and occupation (Boskey, 2014). It is a way of looking on how
individuals or families fit into society using the economic and social measures that have

been shown to influence individual health and well being. The SES is multi -dimensional
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in terms of education, occupation of family members and their access to goods and
services™ (Stanislav & Gustavo; 2008). The social indicators of SES within the society
include intangible characteristics such as place of residence, community standing, group
association and social interaction. The economic indicators are tangible assets comprising
of money wealth, home ownership and property ownership.

The SES measurement can be categorized into two major groups: money metric
measures and alternative approaches. The first category is traditionally employed by the
economists because it is easy to compute in monetary terms and widely well understood
by the public. Its concept relies on the assumption that a person‘s material standard of
living largely determines their wellbeing. Hence, the poor are defined as those who lack
material standard of living measured by income and expenditure below a certain level of
poverty line Falkingham and Namaziel(2001).

In the developing economy like Nigeria, most of the economic activities are
carried out outside the market. Hence numeric measures of welfare such as household
income or consumption are not available or reliable. Criticisms have trailed the use of
traditional monetary measures, of either income or expenditure to assess the living status
and SES in developing countries. Thus, alternative approach of non-monetary variables
of household welfare such as the asset-based index have been introduced and developed
as a measure of household socioeconomic status (Filmer and Prichett, 2001). Therefore
proxies have to be employed for household’s assets such as possession of durable goods
and living conditions to describe household welfare instead of using household’s income
or expenditure data. Economic status and permanent income are theoretical concepts not
directly measurable instead household effects are now employed. Each household owns
things, making this an important reflection of socioeconomic status (Hargreaves et al,
2007). Each household has choices for itself on how to prioritize the things they have.

The most popular method so far adapted is to assign co-efficients or weights to
those observed variables and sum them up. For some economic considerations the
weights may come from assigning a monetary value for durable goods or from statistical
consideration through Principal Component Analysis. Important examples of the “wealth
Index” approach include Filmer and Prichett (2001), Stifel and Christiasen (2007),
Bollen, Glanville and Stecklov; (2007) Gwatkin, Rystern, Johnson, Suliman, Wagstaff

37



&Armazon, 2007) in which the Principal Component were used to construct the
socioeconomic indices. The data were used on household assets such as clock, bicycle,
radio, televisions, sewing machine, motorcycle, refrigerator, car and type of access to
hygiene facilities (sources of drinking water, types of toilets, numberof rooms in dwelling

and construction material used in the dwelling.

2.13 Microfinance and Socio-Economic Status

SES is the position that individual or family occupies with reference to prevailing
average standards of cultural possessions, effective income, material possession and
participation in group activities of the community (Oyeyinka, 2002, Akinbile, 2007).
According to Wilson, (1985); in Bolarinwa and Fakoya, (2011); SES is defined as a
classification of individual household or family according to occupation, income,
education and some other indicators of social status. Families with low socio-economic
status often lack the financial, social and educational supports that characterise families
with high socio-economic status. Having limited access to credit can negatively affect
family’s consumption and total well- being.

In the traditional setting, the female is accorded a low socio-economic status that
relegates her to the background in the society. The World Bank, (1994); stated that
women’s disadvantaged social position which is often related to the economic value
placed on familial role, helps perpetuate poor health, inadequate diet, early and frequent
pregnancy and a continued cycle of poverty. They also point out the fact that parents may
invest less in girls because they perceive them to have less economic potentials since girls
often become part of another family at marriage and generally earn less income. They
further report that women’s low socio-economic status can also expose them to physical
and sexual abuse and mental depression.

One of the features of poverty among women is lack of income for the purchase
of basic needs of life. Studies revealed that the major institutional constraints in women‘s
participation in economic activities and developmental process in developing societies
are inadequate access to factors of production and trade, lack of credit facilities and other
inputs needed for productive activities (Santo,1994; Kwesiga,1999; Agwu, 2001).
Women in Nigeria are unable to secure credit facilities due to lack of collateral security
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(Odukoye, 1997). Studies by National Bureau of Statistics (2006) showed that access to
any resources is inter-related to the ability to provide collateral. Hence, the lack of access
to land,reduces the access of Nigerian poor women to credit facilities and other input
needed for productive activities.

Due to lack of access to institutional financial credit, most poor and low income
households continue to rely on meagre self —finance or informal sources of Microfinance.
However, these traditional sources, also limit their abilities to actively participate and
benefit from the development process (CBN, 2005). Hence, a segment of the poor
population that has viable investment opportunities persists in poverty for lack of access
to credit at reasonable cost. The credit constraint, therefore, restrict the poor women from
exploiting investment opportunities. On the contrary, women need and deserve access to
information, financial services and markets (UNDP, 1995). The importance of credit in
the day to day economic life of people cannot be overemphasized and it is the lack of it
that has hindered the poor from contributing effectively to the development of the nation.

Available literature relates the access to MF as enhancing women’s participation
in economic development and thereby elevating the SES of women (Mayoux, 1998; Pitt
& Khandker, 1998; Beck, 2004). MF serves as the entry point for women’s economic and
socio-political empowerment (Mayoux, 1998). It is also believed that by increasing
women access to MF, they are more likely to spend their income on the household
wellbeing (Cheston & Kuhn, 2002; Mayoux, 2002; Islam, 2006; Osmani, 2007). They
spend their money on ways that are more beneficial to their households in terms of
human capital, better sanitation, better nutrition and also better health care and education
(Islam,2006). Olajide (2004); and Fasoranti (2010); found out that Microfinance had
positive influence on the SES of women beneficiaries. Microfinance credit facilities
increase monetary incomes and to increase social capital through empowerment
strategies. The present study will be looking at the extent to which MF have influenced

the SES of women.

2.14 Microfinance and Economic Status
Theoretical and empirical researches have shown a positive correlation between a

sound financial sector and economic development (Lindgern, Garcia & Saal, 1996). The
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ADB (2006); report pointed out that the financial sector’s contributions to economic

development and poverty reduction enunciated as follows:

1.

It provides the facilities and instruments for mobilizing savings and allocating
them for consumption and investment purposes.

A well developed financial system promotes the effectiveness of macroeconomic
policies that promote price stability, which itself is conducive to development and
superior economic performance. But a banking system that is in distress can
distort allocation efficiency and macroeconomic policy implementation even
though it can continue to function as long as it remains liquid. In addition to
complicating monetary management banking system unsoundness, it can impose
high costs in the form of fiscal obligations and other macroeconomic distortions.
It is the main channel through which countries enter the mainstream of
globalization and gain benefits via increased trade capital flows and access to
technological know-how

The financial sector is a provider of financial services which are used as inputs in
other productive sectors. It helps to reduce the cost financial of transactions by
providing access to a variety of domestic and foreign financial instruments and
enables economic agents to pool, price and exchange risks thereby increasing the
efficient use of resources and the rate of growth.

The financial sector has the ability to contribute directly to poverty reduction
through such channels as MFIs and informal sector, which provide savings and
loan facilities to micro-small and medium scale enterprises MSMEs, as well as

the rural poor, on a sustainable basis.

Women have played significant role in Trading. According to Mabogunje (1991),

all over Nigeria, especially in the Southern parts, periodic markets are held every fourth,

fifth or eighth day where food stuff from farms is brought by rural women to urban

women. There have been traditional institutions such as the Money lenders and Savings

Collectors which provide access to credit for the rural and urban low income households.

It is also in record that the poor also source credit through the informal Self- Help Groups

(SHGs) or Rotating Savings and Credit Associations (ROSCA), family members, friends,
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relatives and credit unions (CBN, 2005). The poor is loaned a specified amount of money
to finance a project while in return crops or service is pledged as security until the
principal loan and the interest is fully paid. The latter was known as’ Iwofa system”. The
pledging of crops as collateral against loans was counter productive to the borrower. It
limits the ability of the borrower to repay and increased the exploitation of the borrower
by the lender, and indeed widens the gap between the rich and the poor in the society and
exposed the latter to various forms of abuse (Falola and Adebayo, 1999).

Yunus, (2003); claimed that “all human beings have innate survival skills. The
fact that the poor people still have ability to survive is a proof of this. It is not necessary
to teach them how to survive they already know it”. The notion that providing affordable
credit to the constrained poor will foster economic development roots itself in the idea
that there is a natural talent in every person, if not every person and the lack of the
affordable credit prevents people from realizing the economic benefits of those talents.
Todaro, (2001); defined economic development as an increase in living standards,
improvement in self-esteem needs and freedom from oppression as well as a greater
choice. Robinson, (2002); claims that “the first thing that many poor families do when
their income rises is to improve their nutrition and send their children to school”.

The Central Bank of Nigeria, (CBN,2005) states that the latent capacity of the
poor for entrepreneurship would be significantly enhanced through the provision of MF
services to enable them engage in economic activities and be more self reliant, increase
employment opportunities, enhance household income, and create wealth. MFis designed
to enable the poor to have financial access. It is believed that the injection of new funds
in form of MF will lead to investment, income and re-investment until the borrower is
lifted out of poverty. MF has come to fill the missing gap of non financial access to the
poor and thereby foster economic development. It is an intervention strategy which has
proved to empower the very poor around the world in order to lift them out of poverty
(Adamu, 2007; Irobi, 2008; Rubana, 2008; Daley —Harris, 2002; Lalitha, 2002).
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2.14.1 Microfinance and Access to Income/ Income Generation

The Oxford Advanced Learners Dictionary defines income as money that a
person receives from investments or business: people on low incomes. One of the
features of poverty among women is lack of income for the purchase of basic needs of
lives. Poverty reduction takes place when the poor are able to generate income
(Subrahmanyam,2000). Literature has shown that MF addresses the specific problems
that the poor women have in gaining access to financial services at an affordable cost,
particularly as a result of their lack of collateral. When the capital constrained is
overcome, it allows the operators to increase output, net income, profits and therefore
their welfare (Mugabi, 2010). The ability to utilise the credit by the borrower depends on
the capacity of actual or potential income from the business. The MFI’s initiative is
viewed as avenue for self —employment and powerful tool of addressing global poverty.

The assumption is that increasing poor women’s access to MF, enable them
tomake greater contribution to household income. Kuntala & Samanta (2006); also argue
that poor women access to MF do not only empower women, but also open new
opportunities for them to master financial skills and create economic enterprises. While
Okurut, Nathan and Mukunga, (2006); are of the opinion that MF boost income levels,
and thereby alleviate poverty. According to Hossain, (2012), BRAC, a MFBin
Bangladesh, emphasizes sustainable income generation as a pre-condition for getting rid
of poverty. Hossain (2012) found out that there was tremendous change in the income
profiles of members as monthly income sharply rose by 254%. World Bank (2008 in
Bauer, Hasan, Magsobol& Wan, 2008; in Hossain, 2012) defines extreme poverty as
living less than $1.25 per day and moderate poverty as less than US$2.00 a day. A person
is adjudged extreme poor when he earns less than N196.25 per day and moderate poor
when earning less than N300.00 a day.

Subrahmanyan, (2000); in Hossain, (2012); is of the opinion that poverty
reduction takes place when the poor women are able to generate income. In other words,
credit facilities enable the poor women to overcome liquidity problem and undertake
some micro-investments from which income is earned to take care of their needs and that
of their entire households. With these claims the present study will determine the extent

to which the MF have enabled the women clients generate income from their businesses.
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2.14.2 Microfinance and Entrepreneurship

Entrepreneurship is the creative act of spotting a market demand and marshalling
the factors of production in an efficient manner to meet the demand (Vanderberg, 2006).
There are so many definitions of entrepreneurship but the similarity between them is the
fact that entrepreneurship is derived from man’s ingenuity. It is the creativity of human
mind. The classical economists referred to entrepreneurship as the fourth factor of
production which corroborates Schumpeter’s, (1934); view that the innovation is the
essence of entrepreneurship. Due to lack of education or skills to compete for formal
sector jobs, these women find economic opportunities in microenterprises as business
owners and employers (IDB and Microenterprise, 2004). Small enterprises contribute
significantly to economic growth as it is one of the most important vehicles through
which low income people can escape poverty and create employment either through the
start —up of new enterprises or the expansion of existing ones (Shane,2003; Brana,2008;
Lans, Hulsink, Baert and Mulder, 2008; Majumder, 2008; Tata and Prasad, 2008; Roslan
and Mohd; 2009, Salmon, 2009). Job creation provides income to the poor.

Women are vital economic actors in the economic development of developing
countries. It is, however, found that women entrepreneurs have low business performance
compared to the male counterparts (Akanji, 2001). This is adduced to lack of credit
facilities (Iheduru, 2002; Kuzilwa, 2005: May,2007; Lakwo, 2007; lganiga, 2008;
Okpukpara, 2009; Ibru, 2009.) Despite the immense contributions of poor women to
economic development in the developing countries, Nigeria inclusive, women micro -
entrepreneurs are often not taken into account by policy makers (Vanderberg, 2006).
Micro—enterprises are mostly run by women and they are home based. They provide
flexibility for the poor women in terms of balancing home and work responsibilities
(Thompson, Jones-Evans, & Kwong,2009)

Empirical evidence shows that women contribute immensely to the running of the
family business mostly in the form of unpaid effect and skills. It has been observed that
many of the enterprises in which women have controlling share are in fact being run in

their names by men who control operations and decision making.
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MF creates opportunity of entrepreneurial activity (Shane, 2003). The discovery of a new
business leads to a search for financial assistance, and the acquisition of such funds create
opportunity for entrepreneurial income generating activity (Shane, 2003). While,
Hossain, (2002);perceives microfinance as the practice of offering small-non -collateral
loans to people who otherwise would not have access to capital to begin small business or
other income generating activities.

The extent to which MF and entrepreneurship is interrelated depends on the extent
to which it addresses the economic development process. Yunus, (1994); in Gulli, (1998)
claims that“if we are looking for one single action which will enable the poor to
overcome their poverty, I would go for credit. Money is power”. Financial access and
economic participation is the key to capacity building and transformation of poor women,
their families and the enterprises they are heading. Kuntala & Samanta, (2006);argued
that women’s access to credit does not only empower women, but also open new
opportunities to master financial skills and create economic enterprises. Bharti &
Shylardia, (2011); state that capital is critical in the promotion of entrepreneurship
development particularly microenterprises.

Sintowe and Phir, (2007); and Muktar were of the opinion that credit is a
precondition to the growth of enterprises. Credit facilities work on the premise that small
loans made to women with little or no collateral can help sustain and develop self-
employment initiatives. A considerable body of literature supports that adequate credit
aids entrepreneurship performance (Peter, 2001, Gatewood, Brush, Carter, Greene &
Hart, 2004; Kuzilwa, 2005; Lakwo, 2007; Ojo, 2009). Entrepreneurship by definition
implies being in control of one’s life and activities. It is precisely this independence that
women are being denied of all along. The main objective of any enterprise is largely for
subsistence and to save any surplus for future consumption.

These micro- enterprises do respond to opportunities to improve their capital base
through MF and new technology. While profit from enterprise provides income, and
general strengthening of income sources (Daley- Harris, 2004). A feature of starting a
business involves some costs that must be incurred before any revenue is earned. A small
business may have durable assets (sewing machine, grinding machine etc) and typically
needs working capital for stock purchase. The need to purchase assets and working
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capital constitutes a fixed cost of starting a business, and the influence of MF may be that
it enables households who would not or could not pay this cost without borrowing, to
becoming entrepreneur (Banerjee et al, 2010).

Eboh,(2002); found out that the urban micro-enterprise subsector in Nigeria is

characterised by low capital intensive and predominance of domestic resources, hence the
provision of credit facilities provide avenue for economic participation by the poor
women. Pingle, (2005); found that the micro-entrepreneurs who are the users of MF
seem to be in the category of survivalist. Her study revealed that the successful
performers that provide sustainable livelihood to their owners constitute only a small
percentage of the users of micro-credit.
In a survey carried out by Oji (2008); he found out that the micro-enterprises were mostly
in the informal sectors. That the clients engaged in a broad range of activities including
production of goods, repairs, sewing, and rendering of sundry services. He found out that
the enterprises are sole proprietorship or family business. His study revealed that majority
of the operators(about 83%) were females, while the remaining 17% were males. This
finding is consistent with other studies such as Kim, Okeke and Onyeagocha, (2002); and
World Bank, (2002); also observed that most MF borrowers are women. As a result of
this, ITheduru (2002); stated that Microfinance is increasingly becoming a strategy for
women empowerment.

Chowdury, (2008); carried out a survey on whether participation in microcredit
programmes promote women entrepreneurship. He found out that the microcredit
programmes did not promote women entrepreneurship at the household level. But the
results indicate that same participation significantly helps to create self —employment
opportunities for husbands of women clients to start microenterprises and also
significantly increases the capital of existing businesses of participating households that
are controlled by husbands or other male members of household. Olawepo, (2010); in a
study carried out at Asa district in Kwara State; found out that women in the domain are
predominantly pottery makers, petty traders, weavers and farmers assistance.

A study carried out by Hossain, (2012); revealed that 37% of the respondents
were self-employed before joining BRAC MF scheme. The number increased sharply
after participating in the credit scheme, accounted for around 93% (161% greater than
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before joining). This means that the respondents have resorted to self-employed activities
after joining the scheme thereby making them self-reliant and having good means of
livelihood.

The survey by Abiola and Salami, (2011); in Ogbomosho revealed that only 6%
of the women hairdressers obtained start-up capital from MFI. However, in another work
by Yaqub, (2012); only 23% obtained their start —up capital from the MFI. The present
study will assess the extent to which the credit facilities have made women clients start
and expand their businesses.

2. 15 Microfinance and Social Status

According to Encyclopaedia Britannica, social status also called status is defined
as the relative rank that an individual holds, with attendant rights, duties and lifestyle, in a
social hierarchy based upon honour or prestige. Also Chamber, (1973); in Oladele,
(1990); viewed social status as referring to “social standing or position of an individual or
group relation to others as ranked by society in accordance with criteria which are
considered of social worth or value by society”. Individual status in the society is
categorised into two, ascribed-that is, assigned to individuals at birth without reference to
innate abilities and achieved by requiring special qualities and gained through
competition and individual efforts. The Encyclopaedia Dictionary further states that
“ascribed status” 1is basically based on sex, age, race, family relationships, or birth while
achieved status may be based on education, occupation, marital status, accomplishments
and other factors.

Status measurement has been attempted using many indices. These indices
include cultural possessions, material possession and participation in group activities. The
poor women have ascribed status as this position must have been derived from birth and
the facts that they are females. Theoretically, access to microfinance serves as a means of
achieving improved socioeconomic status. The extent to which achieved status is realised
is crucial to this study.

Nine indicators will be used to measure the transformation from ascribed to achieved
status of women clients. These variables are membership of societies, communal

relations, social skills, level of assertiveness, health status and residence quality,
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entrepreneurship, ownership of household assets and property ownership. They are
described and explained below.

2.15.1 Microfinance and Health Status

Sigerist, (1941) in WHO, (2002); defines a healthy individual “as a man who is well
balanced bodily and mentally, and well adjusted to his physical and social environment.
He is in full control of his physical and mental faculties, can adapt to environmental
changes, so long as they do not exceed normal limits, and contributes to the welfare of
society according to his ability. Health, therefore, is not simply the absence of disease; it
is something positive, a joyful attitude towards life, and a cheerful acceptance of the
responsibilities that life puts upon the individual”. This definition was endorsed by
Stampar, (1948); the President of the First World Health Assembly of WHO defines
health as a state of complete physical, mental and social well-being and not merely the
absence of diseases or infirmity. According to Mabawonku, (1998) in Zaid and Popoola
(2010); health is a complete physical and mental well-being and not just absence of
disease or infirmity.

In many international conferences such as International Conference on Population
and Development (ICPD), the fourth World Conference on Women and World Bank,
health status of a people has been used as indicator for development. Health is comprised
of the states or conditions of the human body and, therefore, any attempt to measure it
must include the measurement of body and mind function (WHO, 1948). CTA, (2000);
reports that women, because of their desire to take care of other members of the family,
eat the less nutritious foods. This has negatively affected their nutritional status and
perpetuated lower standards of health. This affects their overall contribution to the
economic development.

Several studies have shown that when families are suffering from poverty, they
are often prone to ill-health often (Narayan,2000; Dodd & Munick, (2002). Kern and
Ritzen, (2001); state that:

Poverty creates ill health because it forces people to
live in environments that make them sick, without
decent shelter, clean water or adequate sanitation.
Poverty creates hunger which in turn leaves people
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vulnerable to diseases. Poverty denies people access to

reliable health services and affordable medicines, and

causes children to miss out on routine vaccinations.

Poverty creates illiteracy, leaving people poorly

informed about health risks, and forces them into

dangerous jobs that harm their health (88)
The ill -health affects the performance of clients and more generally the lives of
households and communities in general. Poor women and their children are at a highest
risk for disease and death. Motherhood is often a positive and fulfilling experiences for
too many women, it is however, also associated with ill-health and even death (Olatoye,
2009 in Babajide 2011).

Available records indicate that African accounts for the highest burden of

mortality among women and children in the World (Udofia and Okonofua, 2008; Prata,
Gessesew, Abaha, Holston and Potts 2008). Women’s contributions to the welfare of
their families are enormous. The unhealthy trend has called the attention of the United
Nations Organisation (UNO) which announced eight Millennium Development Goals
(MDGs) aimed at eradicating poverty, two of which are to address the reduction of
childhood mortality rate and maternal mortality rate by two-thirds and three —quarters
respectively by 2015. United Nations, (2006); estimates that one out of every six children
dies from childhood related illness before age five, while in Nigeria the under five
mortality is estimated at 191 per 1000’
Some of the MFIs which are committed to social mission as well as the business
imperative of having healthy clients, have adopted health related programmes which
include one or more of the following: health related education (nutrition and sanitation),
health care financing (such as health loans or savings accounts, training community
health workers, direct delivery of clinical services and health Microfinance (Leatherman
& Dunford, 2010; Babajide, 2011).

In measuring health status, current research used direct measures of self reported
health instead of spending (Gwatkim, Rystern, Johnson, Suliman, Wagstaff, Amouzon,
2007; Gertler, Levine & Morretti, 2009, Oliver 2010). This is consistent with Gwatkin et
al, (2007); position that spending does not reflect health status. The work of Gertler et al,
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(2009) also supports this assertion, by demonstrating empirically that families with access
to credit will suffer fewer losses in SES as result of health issues.

In Ghana, de la Cruz, Crookston, Gray, Alder and Dearden (2009) found that
MFIs can effectively contribute to community and national malaria initiatives by
increasing knowledge, leading to increased use of treated mosquito nets by vulnerable
members of the household (children under the age of five and pregnant women). Abiona
and Oluleye, (2010); also found out in a study carried out in five selected Local
Governments of Oyo State that MF enhances the health status of women beneficiaries
and their households in terms of awareness of health issues, visits to Government
hospitals, health care financing and birth control.

Donner (2003) is of the opinion that health improves with each increment in

social class, and that health status decreases each step down the socioeconomic ladder,
thus affecting the health of the entire population. Also Bhardwaja and Gerhrehuwot
(2012) found out that 49.4% of SHQ members of scheme in India reported that they
frequently fall ill, followed by 43% reporting good health while members suffering from
chronic diseases formed 7 per cent of the total respondent.
Fasoranti’s (2010) work on influence of MF on women beneficiaries in Akoko, Ondo
State revealed that 8.3%, 43.4%, 22.5%, 15% and 10.8% obtained medical care from
private hospitals, public hospital, herbal homes, self -medication and prayer houses
respectively.

There is a saying that ‘health is wealth’. The health status of the clients is very
important to the MFI as only healthy clients can utilize the credit facilities to their
benefits, and that of their households and the society at large. Access to health care is
well established as a dimension of Social Economic Status (Falkingham & Nanazie, 2002
in Oliver, 2010). Therefore, in this study we will find out whether there is significant

relationship between the MFBs and health status of women clients.
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2.15.2Microfinance and Residence Quality and Services

Home is both a private protection from the world that people want to lock out and
a most convenient insulator for the world to lock in (Agbola, 2005). He argues that the
monetary and intrinsic value of a house depends not only on the degree of privacy but
also on the extent to which it is a home. According to him, as a home any unit projects
its own status in terms of the following:

Structure which refers to all the physical attributes of the dwelling itself and the land it is
on as follows:

Accessibility to cheap land and utilities in terms of roads, pipe borne water supply,
sanitation, street lighting, health services, schools, recreation facilities and communal
facilities;

Rights or Security of Tenor: this includes registration of title to landed properties and
rental households’ protection against indiscriminate increases in rents and forced eviction
due to rent defaults.

Neighbourhood (which refers to the surrounding houses and areas).

According to Oluwande, (1983); in Agbola, Egunjobi and Olatubara (2007);
house is the physical structure which human beings use for shelter. It is also seen as the
direct expression of changing values, images, perceptions and ways of life as well as of
certain constancy. This view was supported by Agbola (2005) when he described housing
as the totality of the immediate physical environment, largely man made, in which
families live, grow and decline. Housing is the basis for all human activities and every
person is affected in his day to day activities by the type of house in which she lives
(Agbola and Kassim, 2007). In their opinion, housing as a social symbol means different
things to different people, generally, a symbol of heritage while many perceive it as a
symbol of security. Every member of the society desires to own a house as a source of
prestige, self recognition, respect and fulfilment. Thus, housing is viewed as a symbol of
man’s status, an extension of his personality, a part of his identity, a determination of
many benefits and disadvantages of the society that will come to him and his family
(Agbola, 2005). He further stated that for the poor, housing may mean having a place just

for shelter and security not minding the quality especially in a community where a poor
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man cannot buy or rent at reasonable price. Also, the Universal Declaration on Human
Rights Article (25) (1) states that:

Women share the right to decent housing and
standard of living. The housing fulfils physical
need by providing security and shelter from
weather and climate. It fulfils psychological
needs by providing a sense of personal space
and privacy. A decent home fulfils the social
needs by providing a gathering area and
communal space for the family which is the
basic unit of the society (www.un.org) (1)..

Shah, (2010); used the type of house as an indicator of poverty in a study in rural
Bangladesh because this is one which is easily observed. The standard which was used
for this study was developed by Shah and the focus group is as follows: a thatched house
roof and walls made of straw hay and bamboo is a symptom of poverty while households
with a roof made of corrugated iron and walls of muds, hay, jute stick and bamboo are
also perceived as poor.

Hossain, (2012); examines at the housing condition of the beneficiaries of BRAC in
Bangladesh, before and after joining the programme. He found out that most of the
respondents (87%) reside in houses fully made of clay and thatch which are risky for
living before joining the credit scheme. After they joined the scheme, the number reduced
by 36%, which he alluded not to be significant, while on the hand, 13% were made with
clay wall and tin roof before joining the scheme but the figure rose to 162%, which he
concluded to be outstanding performance.

The Deputy Prime Minister’s Office (ODPM, 2004) defines a decent home as meeting
the under -listed criteria:

The current statutory minimum standard

In a reasonable state of repairs

Has reasonably modern facilities and services

A dwelling is considered not to meet this criterion if it lacks three or more of the
following facilities:

A kitchen which is 20 years old or less

A kitchen with adequate space and layout
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A bathroom which is 30years old or less

An appropriately located bathroom and water-closet

Adequate size and layout of common entrance areas for block of flats

From the English House Condition Survey, (2001); it was found out that 1.2 million
private sector vulnerable households were non-decent in England while Aggregated
Local Authority (ALA) had higher figure of 1.4 m.

The desire to reside in a decent accommodation would depend on the need that is
motivating the women clients at that point in time. If she is still at the point of
physiological needs of hunger, thirst and basic survival of life she will not think much of
where she lives, whether in a slum or low cost environment. Even if she considers
building a house, it will just be for the purpose of having a roof over her head with less
emphasis on materials and the environment where it is situated.

In a recent survey of housing conditions in Babamogba Ogundeji village in Oyo
State,Babajide, Ajayi, Adeboye, Adeosun, Kafidipe, Okedare and Oteniara (2006) report
that 96% of the 74 houses in the village were residential of which 40%, 55% and 5%
were in poor, fair and good conditions respectively.. The good houses were those with
adequate ventilation, unleaked roofs, uncracked walls and functional bathrooms. The fair
houses were those with moderate ventilation, leaking roof and cracked walls. The poor
buildings in the village were those without windows and doors, had leaking roof,
dilapidated walls, no toilet and no bathroom (the no bathroom means no bathroom within
the buildings). Also in a study carried out by Adebayo-Onisile, Fetuga, Adenuga, Ahmed,
Abegunde & Ogunnubi (2006); in Shoko Village the following materials were used in
the construction of the 18 buildings in the settlement: foundation base/ floors were of
bamboos, raffia and coconut palm, forest tree branches (used as columns) and tough
plants (to fasten the materials together): roofs were of thatched grass, palm leaves, tree
branches and forest wood, while windows and doors were of raffia palm with bamboo
frame or planks with corrugated zinc sheets.

Fasoranti (2010) found out that 92.5% of the total respondents live in” face me —I
face you” kind of accommodation while 7.5% live in flats.

Finance is very essential in housing and the ease of access to it through credit facilities is

a vital indicator of housing quality (Olatubara, 2007). Have credit facilities influenced
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women clients in choice of their accommodation? Where do they reside? Which types
of materials are their homes made of? Do they have their own buildings or they are still
tenants? Who takes the decisions on the choice of residential district a household lives
and the choice of house in such selected residential district? These questions need to be
answered in order to establish whether the women clients are influenced by the
Microfinance credit facilities in terms of where they reside.
2.15.3Microfinance and Social Participation

Social participation is commonly referred to as one’s participation in the activities
of a social group (Prohaska, Anderson and Bamstock, 2012). It has been variously
described as a way of maintaining engagement with the community, as a pathway to
employment, as a vehicle for the development of skills and attitudes that are transferable
to the workplace or as a mechanism to actually assist people to overcome their personal
barriers (Butterworth, 2002/2003). The term is also defined as the “extent to which an
individual participates in a broad range of social roles and relationships” (Avorom,
McLeond and Prescosolido, 2007). While Zhang, Jiang and Carcoll (2011); viewed social
participation as the commitment of a member to stay in the group and interact with other
members.

Social participation measurement has been attempted using various criteria. Such
criteria include looking after the family or home and care-giving, interpersonal roles of
friends and family, life roles such as volunteer and community roles such as participant in

activity based or voluntary help organisation.

2.16 Perceptions and Attitudes

According to Oxford Advanced Learner’s Dictionary awareness is defined as
knowing that MF exists and is important. The core meaning of perception is immediate
awareness: to perceive is to become directly or immediately aware of it. This is done by
means of our senses or to become aware of the objects, events and persons in our
environment.Perception is closely related to attitude. It is a process by which organisms
interpret and organize sensation to produce a meaningful experience of the world
(Lindsay & Normann,1977). In other words, when a woman client is confronted with a

situation of stimuli, she interprets the stimuli into something meaningful based on her
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prior experiences. A woman client awareness and acceptance of the stimuli play an
important role in the perception process. The responses to stimuli are highly selective and
may be limited by a person’s existing beliefs, attitudes, motivation and personality
(Assael, (1995) in (Pickens, 2005).

Research findings have shown that MF plays three broad roles in development
(UNDP, 2004): (1) helps the very poor households meet basic needs and protects them
against risks (2) is associated with improvements in household economic welfare and (3)
helps to empower women by supporting women economic participation and so promote
gender equity. There are some scholars who perceive MF as a waste of resources and see
it as a bad panacea for poverty eradication (Ditcher, 2006; Karlan & Zinman, 2010).
Ditcher, (2006) is of the opinion that funds from MF have been mostly used for
consumption rather than business development; while Banerjee, Duflo, Glennerster and
Kinnan, (2010) claimed that MF has not impacted on participants’ average monthly
expenditure per capita, health, education or women decision making among the slum
dwellers in the city of Hyderabad, India. Daley —Harris and Zimmerman, (2009) also
stated that when MF is used to meet day to day consumption, it can lead to debt for the
borrowers rather than a way out of poverty. Similarly, Karlan and Zinman, (2009) found
out that MF has no discernable effects on quality of food that people ate. Some other
scholars had mixed perceptions that MF has benefits for the poor but not the poorest
(Mosley & Hulme, 1996; Morduch, 1998; and Kuntala & Samanta, 2006) concluded that
the facilities did not have any significant impact on physical assets accumulation and
production. Kuntala and Samanta, (2006) further point out that the village bank credit in
rural India did not have any significant impact on physical assets accumulation and
production. The poor women end up in vicious cycle of debts as the poor women from
the village bank for consumption and were forced to borrow from money lenders in order
to service the village bank loans. The stated observations are worsened by high interest
charged coupled with the bureaucratic tendencies and the short period of servicing the
loan.

Pickens, (2005) simply defines attitude as a mindset or a tendency to act in a
particular way due to both an individual’s experience and temperament. It is a

predisposition to respond in a certain way to a person, object, situation, event or idea.
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Attitude is viewed as a complex combination of things we tend to call personality,
beliefs, values, behaviours and motivations. When we speak of women clients attitudes,
we are referring to the women’s emotion and behaviours. A woman client attitude
towards MF services encompasses her point of view about the services and how she feels
about the services being rendered. Attitude is made up of three components: an effect (a
feeling), cognition (a thought or belief) and behaviour (an action). Attitudes help define

how situations are perceived as well as how we behave towards the situation or event.

~
eStatic>>
Step One *No movement, following the activity the person feels no need or want to change
J
~

eAware >>

*As a result of the activity the person recognises the need or opportunity to change and feels
empowered as to how to go about it

J
. R
*Making Changes >>
*As a result of the activity, the person has or will take concrete steps to change
behaviour/attitude )
~\
eSeeing results >>
*Able to report/ demonstrate positive benefits as a result of changes made
J
R
eSustatined change
eCan report that long-term impacts have been achieved as a direct result of the activity
J

Fig 2.1 5steps Scale and Behaviours Change

Source: Corporate Citizenship 2012

Fig 2. 1 shows the explanation of Corporate Citizenship study (2012) on how people’s
attitude and behaviour would change as a result of a project or programme. That a person
who is not aware will be reactive or not feel any desire to change, but when information

is disseminated about a programme a proactive person attention is attracted and she is
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ready to join the moving train of change. This person ceases the opportunity of change in
behaviour and attitude in the longrun; she will take further steps to the extent that she is
able to reap the dividend of change.

Therefore women clients have varied perceptions and attitudes towards access to
utilization of MF as a tool for poverty alleviation.

2.16 Empirical Studies

In order to establish the need for this study, it is pertinent to review some of the
empirical studies with a view to identifying the missing gap and to see how this study is
going to bridge the gap and contribute to knowledge in the area.

The debate behind these initiatives is powerful and many evaluations highlight the
benefits of MF financial services. Through different research approaches, findings have
suggested that MF may not be panacea for poverty. Banerjee, Duflo, Glennerster,
Kinnan, 2010, (2009), Karlan and Zimman (2010), raised questions about the impact of
MF on improving the lives of the poor, The RCT studies did not find a strong causal link
between access to MFand poverty reduction for the poor. This has led to heated debate
among them. But the biggest network organisations in MF ACCION International,
FINCA, Grameen Foundation, Opportunity International, Unitus and Women’s World
Banking, responded to these findings by pointing to positive impact of MF while
highlighting the weaknesses of RCT studies as follows: the short time frame, small
sample size and the difficulty of quantifying the impact of MF(Rosenberg, 2010).

Fasoranti (2010) examines the influence of microcredit on poverty alleviation
among the rural dwellers. It was a case study of beneficiaries in Akoko North West Local
Government area of Ondo State. The work evaluated the influence of microcredit on
socioeconomic development of participants in terms of types of residence, health
institutions, cooking methods and feeding patterns. The present study investigated the
influence of MF on SES of women in SWNigeria. The work is deepened by employing
socio- economic variables entrepreneurship, health status, and decent accommodation.
Also, the perceptions and attitudes to microfinance by women clients were examined by
the present study.

Luyirika (2010) investigated the role of microfinance in the socio-economic

development of women in a community. The following variables were employed income
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generating, savings, education of children, purchase of household assets, participants in
leadership, more confident than before. The work isa case study while the present work is
empirical.

Baishya and Sarkar (2012) examined the impact of MF on women empowerment

of Assam through an impact study of SHGs in Assam. The main focus of this work is to
establish a forum wherein women can critically analyse the socio-economic and act as
catalyst to bringing about social change. The study of Baishya& Sakar is related to this
work as they both focus on assessments on how MFwould change lives of women clients
in relation to socio-economic variables but this study was able to establish the
contribution of microfinance to socio-economic status.
Hossain, (2012); carried out a study on impact of Bangladesh Rural Advancement
Committee (BRAC) MF operators in a village in Bangladesh. Six indicators were used in
this study, namely; dwelling housing condition, savings, income generation, employment
generation, occupation and family expenditure. The work is similar, but the present study
examined other variables such as communal relation, health status and membership of
societies.

Akinlabi,Jegede and Kehinde (2011) examined the impact of MF on poverty
alleviation in Nigeria. The main focus of the study was to undertake an assessment of the
extent to which MF has impacted on poverty in Nigeria. Akinlabi et al, (2011), is related
to this work in the sense that it has its focus on the effect of MFI on poor women. But the
work did not examine the repayment schedules and rate of loans default.

Anyiro and Oriaku (2010) used the farm size, years of experience, educational level and
gender factor while this study is using six variables namely increased income, standard of
living, entrepreneurship, health status, decent accommodation and children’s educational
status. Probit analysis showed that the coefficient of age, education, farm- income,
extension contact and distance between home and loan source were statistically
significant at one per cent probability level while farming experience and farm size is at
5%. They recommended that Microfinance banks should ensure timely disbursement of
loans to young, experienced and educated farmers who are more likely to utilize the
resources. The study used Pearson Product Moment Correlation Coefficient and Multiple

Regression as method of data Analysis
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Karmaka (2008) employed the Key Informant Interview which the present study also
adopted on the field. He was able to conclude that credit has power as revealed by his
study. Karmaka (2008) stated on the impact (Success Story) as thus:

Sima Mukherjee (32) a beneficiary of a Microfinance
scheme lives with her son and husband. They had a
small stationery goods shop before she took a loan
from Bandhan. Sudden death of her father-in-law
brought restiveness in their family because the pension
that her father-in-law used to get was a major portion
of their family income. She heard about Bandhan from
her sister and took a loan of Rs. 3,000 in the year 2005
and started distributorship of Apna Chanachur (fries).
Receiving Rs. 6,000 as her 2nd loan, in the year 2006,
she invested half of that in her existing business while
the rest amount was utilized in starting up of a new
business of ‘soya nuggets’. In the year 2007, with her
3rd loan of Rs. 10,000 she expanded her business and
took distributorship of MPS food products”.
Mukherjee/K11/ Beneficiary/Bandhan (1)

This study shows that the woman beneficiary has benefitted from the programme as her

business has expanded. This study is related because it employed the Key Informant

Interview but the present study complemented with Focus Group Discussions.

Brannen, (2010) evaluated a group model in Zanzibar, Tanzania, based on Care

International Village Savings and Loans Associations (CIVSLA) focusing on women, all

of which had the following characteristics:

Formation of a group consisting of individual members

Each of whom owns and operates a business that produces at least a weekly cash-flow.

The entire groups guarantee the loan made to each member of the group.

The interest rate that supports the administrative costs of MFI.

A mandatory savings requirement and a mandatory weekly meeting for loan repayments.
The members of the groups are responsible for contributing to the savings. They

are also able to withdraw from loans from shared resources. Groups also contribute to

social welfare fund such education fund, which are used for the mutual benefits of

members. From Brannen (2010) study, clients invested more in household assets such as

mattresses, radio, stoves and beds. Through the programmes the health of children of
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clients in terms of protective behaviours, sleeping under the mosquito net and nutritional
status are enhanced. Also Brannen (2010) found out that members of the Village Savings
and Loans Association in Zanzibar are more likely to own their own homes and make
investments in the quality of their home than control group. From this study the women
beneficiaries benefited immensely from the two programmes in terms of investment in
fixed assets, education of children, health of households and improvement in living
standard. The present study focuses on Type 1 clients of MFBs which is called the
“Minimalistic approach”. It has a wider scope as it considered the influence of
microfinance in terms of decent accommodation, repayment schedules and rates of loan
default.

The study carried out by Nanor (2008) in Ghana suggested that client households

have greater expenditure on non-food items than non-client households. This finding is
consistent with a study of Micro-credit in Rwanda, which found credit clients purchase
significantly more clothing, footwear and soap than non-clients (Lacalle, Rico Garrido, &
Duran, 2008). Also in Rwanda, credit recipients were found to have made more
improvement to their homes than non-clients (Lacalle et al, 2008). In terms of
measurement the present study used the individuals and not households level.
Another study carried out by Adjei and Arun (2009) indicate that participation in credit
programme by women borrowers in Ghana is significantly associated with the purchase
of refrigerators and sewing machine. Length of time within the credit programme,
however was not a significant factor in the consumption of these household items. This
study is similar as the present considered other variables such as communal relations,
level of assertiveness and social skills.

In contrast to the earlier mentioned studies the second group found no significant
impact on access to micro-credit in improving the total wellbeing of beneficiaries.

Data from Malawi showed that Microcredit significantly decreases primary school
attendance amongst borrowers’ children, leading to a repetition of primary grades in
young boys and delayed or lack of enrolment for young girls (Shimamura & Lastarria-
Cornhiel, 2009). It is similar to this study as education of children is one of the indicators

to be considered for this work.
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It was revealed from a study by Barne et al (2001 in 2010) that client households
were significantly more likely than non-clients households to have been unable to pay
school fees for one or more household members for at least one term during the previous
two years, hence children have to drop out of school. The data suggested that a small core
of client households experiences financial hardship that kept school-age children from
returning for further education.

A study carried out by Banerjee, Duflo, Glennerster and Kinnan (2009) in India reveal
that Microfinance has no impact on participants’ average monthly expenditure per capita,
health, education or women’s decision —making among the slum dwellers in the county of
Hyderabad.

A recent study by Gehlich- Shillabeer, (2008); reveal that Microcredit creates and leads
to poverty traps. Daley Harris & Zimmerman, (2009); also found out that while MF can
be used to meet day to day consumption, it can also lead to incurring debt for the
borrowers. At the same time contributes to the body of literature on the issues of policy
guidelines for the operators and improved customers- banks relationship.

2.2.0 Theoretical Framework

Discussions on the Influence of MFBs on SES of women are dominated by three theories
namely Knowledge gap, Welfare and Empowerment theories.

2.2.1a Knowledge Gap theory

The knowledge gap theory was proposed by Tichenor, Donohue and Olien at the
University of Minnesota in the ‘70’s. They are of the opinion that the increase of
information in a society is not evenly acquired by every member of the society: people
with higher SES tend to have better ability to acquire information (Weng, S.C. 2000).
This leads to a classification into two groups —a group of better educated and well
informed people that know more about things and those with low education and less
informed who know less. The second group has low SES which is defined partly by
educational level, having little or no knowledge about public affairs issues, are
disconnected from news, events and important new discoveries and usually not concerned
about their lack of knowledge.

Core Assumptions and Statement

Donohue & Olien (1970) present five reasons for justifying the knowledge gap:
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1. People of higher SES have better communication skills, education, reading,
comprehending and remembering information, 2. People of higher SES can store
information more easily or remember the topic background knowledge, 3. People of
higher SES might have a more relevant social context, 4.People of higher SES are better
in selective exposure, acceptance and retention and 5. The nature of mass media itself is
that it is geared toward persons of higher SES.

The framework focuses on the role played by news media in cities and towns of various
sizes. These areas are conceptualized as subsystems within larger state and regional
social systems. The study empirically established that news media systematically inform
some segments of the population specifically persons in higher socioeconomic groups,
better than the media informed the others. Could knowledge gap be functional? If
classical democratic libertarian theory is used to answer this question that knowledge
gaps are dysfunctional we can be concerned that the people are less well informed and
will not be able to act as responsible citizen. If they act at all they will do so based on
ignorance. If an individual is aware of an idea but does not take action,no transformation
will take place. This theory is not appropriate as only knowledge without desired action
cannot lead to change in SES.

2.2.1b Welfare Economic Theory

The theory was proposed by the Indian economist and philosopher Amartya Sen in the
1980s. This theory has been employed extensively in the context of human development,
for example by the United Nations Development Programme as a broader, deeper
alternative to narrowly economic metrics such as growth in the GDP per capita. In this
context poverty is understood as deprivation in the capability to live a good life and
development is understood as capability expansion.

The theory is based on two concepts: functioning and capability. Sen’s concept of
functioning relates to the things a person may value doing or being. Functioning are
characteristicsof a person’s state of existence ranging from relatively elementary states
(e.g. being adequately nourished, to a complex personal state and activities e.g
participation and appearing without shame). The concept of capability relates to the
ability of a person to achieve different combinations of variable being and activities that
are within a person’s reach reflecting the opportunity or life that a person value freedom
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to choose life that a person values and the expense of valuable human capabilities on the
other time.

Sen has proposed that both capabilities and functioning may be the most appropriate
focal variables for measurement concerning human interest. He opines that equality and
inequality may be best assessed in terms of capabilities- rather than in terms of GDP,
consumption or utility while poverty may be best characterised in terms of absence or
deprivation of certain basic capabilities to do this or to be that (1992, 1999a).

According to him, the focus should be universally valued functioning, which relate to the
basic fundamentals of survival and well being regardless of context. These include proper
nourishment, good health and shelter. If there are systematic gender differences on these
very basic functioning achievements, they can be taken as evidence of inequalities in the

underlying capabilities rather than as differences in preferences.

2.2.1c Empowerment theory

In orderto understand social transformation, many theories associated
withempowerment have examined the idea of power in terms of its use and distribution.
The origins of the theories on power date back to the 1970s. The available literature from
the school of modernisationhas shown that the cause of underdevelopment is the gap
between power and poverty. Freirean theory states that only ‘access to real power could
end the culture of silence’ (Freire, 1997 in Pride 2006) characterised by the dependence
and marginalisation of those without power. The total sum of these theories and the
failure of the development programmes of the 80’s were the catalysts that made bilateral
and multilateral agencies understand that the only way to break the cycle of poverty was
through structural reform and more equitable distribution of power (Pride, 2006).

In the discourse of power, within the context of development, two clear
distinctions are identified the ‘negative and positive power’. In the negative perception,
power is the means to achieve deep change, a way for those who do not have to confront
those who do. The interpretation of this perception is that significant change can only be
achieved if the existing patterns of power are challenged directly (Freire, 1973; Gaventa,
1980). While in the positive perception, the individual is considered as having an active

role, and due to critical outlook, she can be active in development programme (Batiwala,
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1994; Sen,1997). This perception nullifies the idea that the individual is a passive being
and this transforms the individual into a legitimate actor in development.

Rowlands (1995); explains that power can be categorised into four types: power
over, power to, power with and power within. “Power over” represents a zero sum game
where the increase in power of one, means a loss of power of another. It triggers either
passive or active resistance. “Power to” is the ability to inspire the activity and boost the
morale of others. The notion, therefore, engenders possibilities and actions without
domination. This type of power is related to “power with” in that it allows sharing of
power. It highlights the notion of common purpose or understanding as well as the ability
to get together and generates a collective solution to a common problem. ‘Power within’
refers to self-esteem, self awareness identity and assertiveness. It refers to how
individuals, through self- analysis and internal power, can influence their lives and make
changes.

This view is paralleled to the theory of Craig & Mayo, (1997); and Korten (1995).
They have distinguished between three types of power as a “variable sum” or “positive
sum” and a “zero sum”. A “variable sum” power is generative in that it assumes that all
individuals have power and that this power is added to that of the community with the
aim of achieving the common good. The “zero sum power” implies that for one group to
gain power, another must definitely lose it.

Kabeer, (2001) in Pride, (2006); Gobezie, 2011; viewed power as having three inter-
related dimensions: (1) access to and control of resources; (2) agency and (3)
achievements. Empowerment is therefore both a process and end result.

The theory of empowerment is the most appropriate theory for this study for the
following reasons:

The concept of power within the context of development is considered by Kabeer, (2001)
in Pride (2006) and Gobezie, 2011. He considered empowerment as a process by which
those who have been denied power gain power, in particular the ability to make strategic
choices. For this power to come about, three inter-related dimensions are needed: (1)
access to and control of resources, that is, the microfinance services, (2) agency, (the
ability to use these resources to bring about new opportunities) refers to women clients of

MFBs who are the agents of change and (3), achievements (the attainments of new social
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outcomes). The new social outcomes in this work are improved SES in terms of increase
income generation, entrepreneurship, improved health status and decent accommodation

which culminate into good quality of life.
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FRAMEWORK FOR USING MICROFINACE TO EMPOWER WOMEN’S SOCIO-ECONOMICS STATUS
Empowerment Theory (Kabeer 2001)

Access to Resource Agency Dependent Variables
Independent variables Process Intervening variables | o 40ome
Inputs Socio-economic Variables
Premises . Health Status
e Government polic . .
Microfinance Visitation . p y Residence Quality
i Business environment bershin of
Age Guidance & . Membership o
. Education societ
Occupation Investment i °Y
State Portfolio ,| Social pact . | Social skills
. —> . | Transportation & Assertiveness
Education Information Pt
Marital Monitoring Commu_nlcatlon Communal Relation
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Effective monitoring
Improved living condition
Repayments defaults
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A

Source: Ladele(1990) Socio- Economic analysis of the impactof agricultural cooperative organisations on farmers in Kwara states
Fig. 2.2: Cooperative Model in Rural Development Programme
DG Development Cooperation Bruxelles Belgium (2007).
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In this study, MFBspicture the poor women as clients that can be served by the market,

with the particular interest on the access of MF as a means of achieving improved living
conditions for such women. The theoretical framework developed is based on Kabeer, (2001);
empowerment theory of 3 inter-related dimensions of Access to Resource, Agency and
Achievements as presented in figure 2.2.
Kabeer (2001) defines empowerment as a process by which those who have been denied power
gain power, in particular the ability to make strategic choices. From the definition, empowerment
involves a process of change from disempowerment to empowerment and that of human agency
and choices.

The INPUT, the entry point of empowerment process is the access and control of
resource by women clients who have being denied access to financial services by commercial
banking system now gain this through MFBs. MF is not empowerment ‘per se’ but ‘enabling
factor’ that serves as catalyst for empowerment. The second dimension is agency and the
women clients are the agents of change in this study. These women will have to overcome the
barriers to access such as discrimination, illiteracy, poverty, gender and inequality and lack of
information.

The PROCESS which comprises of Premises Visitation, Guidance and Investment
Portfolio Information and Supervision, Monitoring and Evaluation must be carried out before the
resource is made available. With the resource, the women clients have the ability to make
choices and create opportunities for themselves by using the capital for goods and services and in
order to affect OUTPUT. The intervening variables that could have effect on the OUTCOME are
government policy, business environment, social pact, education, transportation, communication
and instability. The OUTPUT is the empowerment of women clients which culminate into
change in both social and economic status in terms of asset ownership, improved health status,
social skills, assertiveness, ownership of home and property, entrepreneurship and residence
quality. The change in SES of women clients will result in good quality of life as the
OUTCOME of the empowerment process. The Feedback will reveal whether the Monitoring and

Evaluation are effective and there is improvement in quality of lives of women clients.
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2.24 Appraisal of Literature

In this Chapter, attempt has been made to review relevant literature on the study’s subject
matter. The review made certain revelation on certain critical areas of the study which can be
further summarised below.
The informal financial subsector in Nigeria provides credit to the poor from several centuries
back and is presently thriving along with semi- formal and formal financial sectors. The modus
operandi of one of the traditional practices fits the MFmodel in operation today.
Literature has described MF as the provision of financial services to the low income poor. This
low income poor includes women who suffer low socio-economic status due to poverty and lack
of access to funds to invest in their economic activities.
The MF services are provided by MFIs which comprise a wide range of providers that vary in
legal structure, mission, modes of operation and sustainability.
The MFIs also provide the following functions such as savings mobilisation, provision of
information about investment opportunities, monitoring, supervision and evaluation
The MFlIs are self- sustainable, thereby, making them to reach greater number of poor clients.
Today, the MF industry places greater emphasis on sustainability for the clients and the
institutions themselves.
Literature has also established that poverty alleviation in Nigeria has undergone four phases.
These four phases include: subsidized credit, Non-Governmental Organisation (NGOs) offering
Microcredit sponsored by donor agencies, formalization of MFI and the integration of the poor
as a ‘market segment’.
Regardless of their numerous roles, women still dominate the percentage of the poor population,
as 65% of those living below poverty line in Nigeria are women.
There is strong evidence in literature that women are better clients of MFI loans. The advantages
of focusing on female clients include the fact that women clients register higher repayments rates
and have higher level of poverty. They also contribute larger portions of their income to

household consumption than their male counterparts.
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MF is a development strategy which has proved to lift the poor out of poverty. It serves as a
missing link between the informal subsector and the commercial banks. Studies have revealed
that the poor are empowered and lifted out of poverty through the utilization of credit facilities
Through MFBs, the women have control over their lives and that of their households in terms of
improved health status, decent accommodation and entrepreneurship.

Almost all works appraised alluded to the fact that there is necessity for assessment and
reassessment of the influence of MFBs on the SES of women in SW Nigeria. In 2005, the
Federal Government of Nigeria integrated the poor as a ‘market segment’ through the license
given to companies to operate as MFBs addressing the capacity to reach the unmet demand of
the “unbankable poor’.

With these arrays of MFBs, one would have expected a corresponding impact of their activities
and contributions to the socio-economic status of the women in SW Nigeria as it is in
Bangladesh, Nepal, India, Vietnam and the Phillipines where success stories of positive
influence of MFIs to SESof women have been recorded. However, contrary to these
expectations; the impact of the MFIs is so scantily documented and underrepresented on the
human capital development and poverty indices among the poor in the region.

Available records show that there are 311MFBs in SWNigeria. By virtue of their number and
spread, these institutions contextually have potential for reaching and influencing the SES of
women in SW Nigeria It is on this basis that the study is out to investigate how far MFBs have
helped to influence the SES of women clients thereby justifying MF as a tool for poverty

alleviation.
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CHAPTER THREE
METHODOLOGY

This chapter presents the research methodology employed in this work in six sections. It
comprises research design, study population, sample and sampling techniques, instrumentation,

data collection and data analysis.

3.1 Research Design

For this study,the descriptive survey research design of the ex- post facto typewas employed. This
design was employed in order to obtain information from the women respondents. The device
was used to describe their present SES variables. It involves correlation study which

investigatesthe relationship between independent and dependent variables

3.2 Study Population

The study focused on influence of MFBs on SES of women who had patronised the
identified MFBs in SW Nigeria for two years and above. The study was limited to SW Nigeria
because it has highest number of MFBs in Nigeria 39.8%. There are six states in the
southwestern Nigeria. In order to have a good geographical spread and representation of
respondents some selections were made. Oyo state and Osun state used to be one (Oyo State),
Oyo state was therefore selected. Ondo state and EKkiti state were formerly Ondo state, Ondo
state was selected for the study. Also, Lagos state which is the commercial nerve centre and
which has the largest number of MFBs in southwestern Nigeria was selected.

Ogun state was used as the pilot study. The companies licensed by CBN as MFBs and are
above five years in operations are identified from Oyo, Ondo and Lagos states for the study. This
was based on their self-acclaimed records, being the best and having high patronage.The
population for this work was selected fromwomen clients of MFBs from Oyo, Ondo and Lagos

states. The studypopulation was 15000.
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Table 3.1 Study Population

States Population  of Sample Size at
Women Clients  10%

LAGOS STATE 7310 731

OYO STATE 3980 398

ONDO STATE 3710 371

Total 15000 1500

Source:Field Survey 2014

3.3 Sample and Sampling Technique.

Both quantitative and qualitative tools were used in collecting the data.

The multi-stage sampling technique was adopted for the study.

Stage one

TwelveMFBs, 5% of the total was selected from Oyo, Ondo and Lagos states using purposive
sampling method. This study employed the purposive sampling technique because the MFBs
have similar features such as their self- acclaimed records of being the best and having high
patronage in their respective states. These comprise six MFBsfrom Lagos state being the
commercial nerve centre where the MFBs are highly concentrated and six from the five states
that emerged from the old Western state.

Stage two

This stage involved the selection of the respondents by using proportional-to-size and simple
random sampling techniques. In this work,these sampling techniquesare being used because each
member of the population has equal chance of being selected for the sample. The sample size for
this study was one thousand five hundred (Table 3.1).

The qualitative tools used for the study were Focus Group Discussions (FGDs) and Key
Informant Interview (KII). Information was obtained from two microfinance banks from each
state,which amounts to six banks in all. Also, there were twelve sessions of Focus Group
Discussions (FGDs) of which four from each state were conducted.
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3.4Instrumentation

The main instrument designed by the researcher for collation of data is the“Microfinance
Women ClientsQuestionnaire.” This questionnaire has two sections namely:Women’s Socio-
Economic Status Scale (WSES) and Microfinance Inventory (MI) (Appendix 1). This was
complemented with KII and FGDs.

3.4.1Womens’ Socio Economic Scale

The WSES is made up of nine sub-scales which cover all the components parts of SES of
women. These include membership of societies, communal relations, social skills, level of
assertiveness, health status, residence quality, ownership of household assets, entrepreneurship
and ownership of property.Altogether there are nine items on the scale structured on the four —
point rating scale with options ranging from Strongly Agree (SA), Agree (A), and Disagree (D)
to Strongly Disagree. The scale is scored with four points for Strongly Agree (4), Agree (3),
Disagree (2) and Strongly Disagree (1). These are described as follow:

3.4.2Membership of Societies

The subscale contains 6 items and it was presented to the supervisor and the field officers of the
Banks for face and content validity. The instrument established what it was meant to measure. A
pilot study was carried out on twenty—five clients of Imowo Microfinance Bank Limited (IMBL)

ljebu-Ode, Ogun state. The re-test reliability coefficient of the instrument is r= 0.94.

3.4.3 Communal Relations

The subscale contains a list of 7 items and it was presented to the Supervisor and the Field
Officers of the banks for face and content validity. The instrument established what it wasmeant
to measure. A pilot study was carried out on twenty-five clients of IMBL, ljebu-Ode, Ogun state.

The re-test reliability coefficient of the instrument is r =0.82
3.4.4Social Skills

The subscale contains 9 items and it was presented to the Supervisor and the Field Officers of

the banks for face and content validity. The instrument established what it was meant to measure.
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A pilot study was carried out on twenty —five clients of IMBL ljebu-Ode, Ogun state. The re-test
reliability coefficient of the instrument is r =0.71.

3.4.5 Level of Assertiveness

. The subscale contains a list of 8 items and it was presented to the Supervisor and the Field
Officers of the banks for face and content validity. The instrument established what it was meant
to measure. A pilot study was carried out on twenty—five clients of IMBL ljebu-Ode, Ogun

state.The re-test reliability co-efficient of the instrument is r =0.87

3.4.6 Health Status

This instrument was adapted from the National Bureau of Statistics (NBS) and the World
Bankon General Household Survey Questionnaire (2012-2013). The subscale contains 19 items
and it was presented to the Supervisor and the Field Officers of the banks for face and content
validity. The questionnaires were administered to twenty-five clients of IMBL during the pilot
study. Some of the questions were restructured based on pilot study findings. The instrument
established what it was meant to measure. The re-test reliability co-efficient of the instrument is r
=0.80

3.4.7Residence Quality

The subscale contains a list of 15 items and it was presented to the Supervisor and the Field
Officers of the banks for face and content validity. The instrument established what it was meant
to measure. A pilot study was carried out on twenty—five clients of IMBL ljebu-Ode, Ogun state.

The re-test reliability co-efficient of the instrumentisr = 0.82. .

3.4.8Household Assets and Access to Income

The Household assets are used as proxyfor income and consumption patterns because most of
the economic activities are carried out outside the market.This is so as household income and
consumption data are neither readily available nor reliable.Assets such as cell-phones, chairs,
sofa, generator, mat, mattress, stove, refrigerators and radio are household effects considered for
the study. The subscale contains a list of 18 items and this was presented to the Supervisor and

the Field Officer of the banks for face and content validity. The instrument established what it
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was meant to measure. A pilot study was carried out on twenty—five clients of IMBL, ljebu-Ode,
Ogun state. The re-test reliability coefficientof the instrument is r=0.88.

3.4.9 Home Ownership and Property Ownership

The subscale contains a list of 3 items and it was presented to the Supervisor and the Field
Officers of the banks for face and content validity. The instrument established what it was meant
to measure. A pilot study was carried out on twenty—five clients of IMBL ljebu-Ode, Ogun state.
The re-test reliability co-efficient of the instrument is r = 0.82.

3.4.10 Entrepreneurship

The subscale contains a list of 15 items and it was presented to the supervisor and the field
officers of the banks for face and content validity. The instrument established what it was meant
to measure. A pilot study was carried out on twenty—five clients of IMBL, ljebu-Ode, Ogun

state. The re-test reliability co-efficient of the instrument is r =0.72

3.4.11Microfinance Inventory Scale covering Perceptions and Attitudes and Patronage
towards Microfinance

The scale has two sections covering Clients Perceptions and Attitudes and other Patronage
towards MFcontains a list of 12 items while Patronage contains 15 items. These were presented
to the Supervisor and the Field Officers of the banks for face and content validity. The
instrument established what it was meant to measure. A pilot study was carried out on twenty—
five clients of IMBL,ljebu-Ode, Ogun state. The re-test reliability co-efficient of the instrument
isr=0.92.

The re-test reliability coefficient of the Microfinance Access subscale is r= 0.83 while the test
reliability for the scale was r=0.88

3.5.0.Demographic Variables

This instrument was adapted and modified from Olajide’s (2004) work on “Microcredit as
Instrument for Improving Socio-economic Conditions of Beneficiaries.” The demographic
information consists of age, occupation, length of account relationship, religion and marital
status.

The re-test reliability coefficient for all the variables is r= 0.81 and the correlation coefficient
r=0.65at p. level 0.000.
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3.6.0 Focus Group Discussions (FGDs)

For this study,twelve sessions of FGDs were conducted in order to gain more understanding of
the influence of MFBs on SES of women clients in SW Nigeria. In this study, the FGDs involved
the researcher and the research assistants visiting and meeting the participants of the groups. The
groups were made up of between five to six women who are active clients of MFBs in each of
the three states under study. These persons were selected through purposive sampling. The
researcher and her team informed the groups about their aim and purpose, and facilitated the
discussion in order to encourage all respondents to contribute their thoughts, feelings and ideas.
3.6.1FGDs Guide (See Appendix 3)

-How many in the group belongs to women societies?

-What do you think are the benefits of microfinance?

-Do you think you use the appropriate body language when talking? How?
-What did you borrow the money for?

-How many of you own a plot of land in your name?

Table 3.2: FGDs Schedule
State Location | Number in the
Group

Lagos Berger 5-6
Alade
Yaba 5-6
Odunlami

Oyo Garage 5-6
Bashorun
Arulogun | 5-6
Oje

Ondo lloro 5-6
Oja Oba
Obasola 5-6
Oke Aro

3.7 Key Informants’ Interview (KII)

Interviews wereconducted with six officials of the banks in order to have a better understanding

of the study.




3.7.1 The Key Informants Interview (KI1) Guide (See Appendix 4)
-List the benefits of customers/bank relationship
3.8 Procedure for Data Collection
The main instrument and the supporting instruments (i.e.FGDs and

KII) were administered by the researcher with the help of trained research assistants.

3.9Method of Data Analysis

The descriptive statistics were used to arrange and describe the collected data in form of
frequency tables, simple percentages, charts, mean and standard deviation. The inferential
statistics were used to test the relationshipbetween the variables in the hypotheses developed for
the study.
Means and Analysis of Variance were used to analyse the research questions, Pearson Products
Moment Correlation (PPMC) and Multiple Regression 0.05 level of significance were used for
hypotheses one, two and three.
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CHAPTER 4

RESULTS AND DISCUSSION OF FINDINGS
4.0.

This chapter deals with the analysis of data and discussion of major findings from the
sampled respondents. The results obtained through questionnaire, which is the major instrument
used, are presented in descriptive formstarting with the demographics characteristics of
respondents while the hypotheses are inferentially presented.The Focus Group Discussions were
used to elicit responses and information which the questionnaire may not be able to provide,
while the Key Informant Interviews were used to elicit responses from the MFBs’ officials.

The demographic attributes of the respondents are here presented:

4.1 Demographic Characteristics of the Respondents
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Age Distribution of Respondents
Fig.4.1: Bar chart showing the distribution of the respondents by age groups

Figure 4.1 reveals that 3% of the respondents were between ages 20-29years while those
between 30-39 years were33.7% of the sample size. Respondents whose ages fell between 40-49
years and 50-59years were 33% and 29% respectively,while 0.3% were aged 60years. This
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shows that the distribution of the questionnaire cuts across age grades which implies that the
category of respondents used for the study cut across various age grades. The standard
definitions of MF described it as a method of offering poor people access to basic financial
services such as loans, savings, money transfer services and micro insurance (CGAP,2012). This
shows that MF provides financial access to all age groups that have been denied such
opportunities.

“the poor know that this credit is their only
opportunity to break out of poverty. They do not
have any cushion whatever to fall back on. If they
fall a foul of this one loan, they will have lost their
one and only chance to get out of rut Yunus,”
2003:58.

Majority of the respondents of about 95% falls between age grades of 30 to 59years
which shows that the clients are made up of youth and those that have retired from active service.
This age group comprises of active individuals who can pursue their businesses with required
vigour. It supports the retirees in idleness whose level of standard of living would have lowered
considerably below what it can, if the retirees who were able to make contribution to

development are not allowed. This provides them with cash income and not exact work in return.
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4.1.2 Marital Status

Fig. 4.2: Distribution of the respondents by marital status

Figure 4.2 shows that the majority of the respondentsthat is 88% were married, while10% were
single. Divorced and widows respondents accounted for 2%. This indicates that most of the
respondents are matured and were already used to shouldering social and economic
responsibilities as married women. This also points to the fact that these married women are
usually the primary or sole breadwinners of their families because of economic reality of the day
(Ojo, 2004). It is observed that helping them gain additional daily income improves the total
wellbeing of the entire household as women typically put their children’s needs before their own
(Kabeer, 2001, Islam, 2006; Osmain, 2007, Pitt, Khandker & Cartwright in Khan & Noreen;
2011).
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Fig.4.3: Bar Chart showing the distribution of educational qualifications of respondents

Fig 4.3 shows that out of 1300 respondents,61% had post —secondary school certificates, while
25% and 1.0% had secondary school certificates and primary school certificates respectively.
The respondents that had Arabic school certificates are 5%, while those with no formal education
are 4%, 3% respondents had othereducational level experience. The respondents exhibited a
degree of education attainment which could be attributed to the fact that the study area is very
urban as MFBs are mainly concentrated in urban centres (EFinaScope, 2010). This result shows
that a majority of the respondents are literates, and by implication, they had the necessary
abilities required to be able to understand and fill the set of questionnaire administered on them
correctly. The result corroborates Shane (2003) view that microfinance creates opportunity for
entrepreneurial activity. Kuntala & Samanta, (2006);argued that women’s access to credit does
not only empower women but also open new opportunities to master financial skills and create

economic enterprises.
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4.4: Bar Chart showing the distribution of the respondents by occupation

Fig 4.4above shows that 3.3.0% of the respondents were housewives,79.6% were traders, 1.1%
were farmers, 5.7% were fashiondesigners, 5.6% were into hairdressing while 5.7% were in
other occupations. This finding is consistent with Olawepo (2010)who found out that the women
in Asa district in Kwara state are mainly petty traders, weavers and farmers’ assistants. The
result also agrees with Anyanwu (2004) that most of the clients of the microfinance institutions
are traders.The findings support informal sector economic activities of the traditional occupation
such as trading, farming, sewing and hairdressing. The informal sector has become ‘a safe
heaven’ for women because of its low capital requirements and ease of entry (Fapohunda,2012).

Majority of women are attached to MFBs on the premise that small loans made to them with
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little or no collateral can help sustain and develop employment initiatives. This supports the
views of Sintowe and Phir, 2007; that MF is a precondition to the growth of enterprises.
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Fig.4.5: Bar charts showing the distribution of Microfinance Banks-Clients Relationship

Fig 4.5 above reveals that 44%of the respondents had 2-3 years relationship with their MFBs
37% had 4-5years, (1%) had 6-8 years, 6% had 9-11years, while 12% had above 12years. The
result indicates that most of the women clients established relationship 2-3years ago. The MF
industry is now affected by strong competition, “commercial banks have begun to target MFIs
traditional customers, new MFBs have continued to be created in microfinance industry , the

clientele is becoming more sophisticated concerning the quality of service they want or expect”
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Daubert; (2002), Cohen; (2006) in Kanyurhi; 2013. The implication of this is for MFBs to be
concerned about customer satisfaction and retention in order to be profitable and build volume.

The banks-customers relationship of above 4-5years implies that the customers have found the
MFBs to be credible, reliable, having confidence in them and noted for quality. As a result of
customers’ perception, they can serve as word of mouth referrals for MFB and its services and
those hearing the recommendation can remember the MFB’s name. This is also in line with
Graham, Crackwell and Mutesasira; (2005) that there are five reasons why excellent customer
services must be a prime directive (1) good service keeps customers (2) good service builds word
of mouth business (3) good service helps to overcome competitive advantages (4) good service is

easier than many parts of the business (5) good service helps your work more efficiently.
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Fig.4.6: Bar Chart showing the distribution of types of accounts by respondents

Fig 4.6 reveals that the Savings and Loans accounts clients were 81.5%, Current and Loans
accounts clients were 15%, while Deposit and Loans accounts were 3.5%. The finding in this
study is consistent with Osuji’s(2005) definition of MF which states that it has been seen as an
extension of microcredit provisions which include savings services to low income but

economically active persons.

Rutherford, (2002) argued that even when one does have a little cash left over at the
day’s end, if one doesn’t have somewhere safe to put it she will most probably spend it in some
trivial way. The offering of savings services to the poor plays a big role in reducing vulnerability
and enhancing self-Insurance. The propensity to save in cash for the poor is indeed very high as

spending requirements related, not just to emergencies, but also to life cycle needs, and
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economic opportunities. MFBs have provided the missing link where poor women can keep their

surpluses in case of emergency.
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4.7: Pie-Chart of how the loans received is being controlled

From figure4.7 above, 95.1% respondents claim that the loan was self-controlled while 4.9%
stated that the loan was spouse-controlled. This indicates that 95.1% respondents have control
over their lives as they can make better choices. This finding is inconsistent with Chowdury’s,
(2008); study in which he claims that microcredit helps to create self-employment opportunities
for husbands of women clients to start microenterprises and also significantly increases the

capital of existing businesses of participating households that are controlled by husbands.
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Figure 4.8: Pie Chart showing the distribution of the respondents by nature of Security
pledged

Figure 4.8shows that the majority of the women clients, that is91.2%pledged Savings and
Guarantee,while 8.8% used their land as collateral security. This finding corroboratesthe views
of Collinset. al. (2009) on acceptance of collateral against credit disbursement in forms of
smaller land parcels, deposits or liquid assets or even against strong credit records. The study
reveals that majority of the clients have savings accounts which supports the assertion
thatsavings acts as insurance for microcredit since women clients lack physical collaterals
(Versuluysen, 1999 in Swope, 2005; Akanji, 2001; Mkapado & Arene, 2007).

Collateral security is a buffer that promotes responsibility in loan utilization. The study reveals
that the collateral security required are at least those easily affordable by the women clients in
terms of savings and guarantee. It ensures that MFBs limit loan defaulting at the same time

borrowers can assess MF.
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Fig. 4.9Bar Chart showing the distribution of respondents by Loan size

Fig.4.9above shows that the majority of the respondents, that is 53%, fell within those who have
access to loan facilities of between #10000 to #50000, 35%can access between #50000 to
#100000 loan; 6% above 100,000 while 6% to loan facility of below #10000. The findings in this
study reveal an improvement on Oji’s (2005) work on the size of accessible loan which he
placesin the range of #5000 to #50000 (about $35 to $350). The loan size of #5000 to #50000
purchase fewer goods than the loan size of #10000 to 100000 as this is due to devaluation of our

national currency.
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4.2  Results and Discussion of Major Findings

Hoi: There is no significant relationship between each membership of societies, Communal
Relations and Social Skills and MFBs

Microfinance.

Table 4.1 Pearson Products Moment Correlation Matrix showing the degree of association
between MFBs and each of Membership of Societies, Communal Relations and Social

Skills on socioeconomic status of women in Southwestern Nigeria

Tab Microfina | Memb | Communit | Social Level of Health Residenc | Mean Std.

le:Pearson nce ersof |y Skills Assertive Status e Quality Dev.

Product Moment | Patronage | Societi | Relations ness

Correlation es

matrix showing

the relationships

between

Microfinance 1 56.2100 | 7.2931
Patronage

Members  of | -.38* 1 12,5177 | 5.2146
Societies

Communal -.23* 30%* |1 20.1754 | 5.1936
Relations

Social Skills .07* .26** | .05 1 25.2285 | 7.9676

* Sig. at P <.05 level

Interpretation and Discussion:
The findings from table 4.1above indicate that there is negative significant relationship
between Membership of societies and Microfinance Access (r = -.38, N= 1300, p < .05). The
null hypothesis is therefore rejected.

The study indicates that the strength of association is very weak with r = -.38 and this
implies that as the patronage is increasing, the membership of association is decreasing.The
findings show that r2 for Membership of societies and MFBs was 15% which indicates the
proportion of variance that is shared by both variables and amount of variation that can be
explained. The unexplained variation was 85%. The influence of MFBs on membership of
societies was very low—15%. This might not be unconnected with the fact that the clients are
disenchanted with group methodology as they have suffered losses through repayments
inabilities of some members of the societies. This supports the action of a number of large

MFIs which de-emphasized the group approach for individual approach. For example, between
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2001 and 2002 Grameen converted all its branches to Grameen 2, a development which
eliminated the group and joint liability (Yunus, 2010). Bancosol too has moved the majority of

its clients from group to Individual contracts (BancoSol, 2010).

Theavailable literature suggests that there are three broad types of MFIs, for profit
institutions (Type 1), NGOs (Type 2) and Cooperatives (Type 3).Von Pischke, ( 2007);
explains that “the boundaries between Type 1 and Type 2 are strongly determined by their
approaches to subsidy while Type 3 is defined strongly by solidarity. Type 1 institutions are
donor independent and are advocates of “minimalist approach” concentrating on financial
services only, rather than social service (Von Pischke, 2007).The MFBs selected for this study
were Type 1 which are donor independent and are encouraging individual contracts.These

institutions are licensed by Central Bank of Nigeria.

Only 9% respondents claimed that they belong to societies because of the economic
benefits, while 11% respondents said that they belong to societies because of social recognition.
These figures reveal that the respondents are disenchanted with societies hence women want to
do their businesses all alone. This also supports the action of Asa in Bangladesh where it has
relaxed or eliminated joint liability (Armendariz & Morduch, 2005). Owusu—Boateng, (2012),
found out that a majority of the clients in both Bangladesh and Uganda, which is 52% and 65%

respectively, expressed dissatisfaction with paying for others.

A FGDs participant stressed:

We prefer individual contracts to joint liability contracts.

For most of us here we have moved from joint liability contracts

to individual contracts because if two or three persons are unable

to pay back as and when due, everybody in the group would suffer

losses. For example let’s say those members pay back after 8 days,

the repayments for 8days with the interest would be deducted from

the capital. The capital for 22 or 23days less 8days interest is then

handed over to us. This method is not good we cannot continue to suffer losses.

At another FGD session, one participant stated:

It is a distraction, we want to focus on our businesses.
We don’t have time to be policing people, it is better to do it alone.’

’
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One of the Key informant marketing officers said:

We are now having more clients opting for individual
contracts because of the problems they had faced in joint
liability contracts.”

Table 4.1 shows that there is a significant negative relationship between Communal Relations
and Microfinance Access (r = -.23, N= 1300, P < .05). The null hypothesis is therefore
rejected.

The result indicates that the strength of association was weak and it was in opposite
direction. The findings show that r2 for communal relations and MFBs was 5% which indicate
the overlap of the variance between two variables, the amount of variation that can be
explained. The unexplained variation was 95%. From the analysis the influence of
microfinance on communal relations was very low. Also 36% respondents claimed that they
have good rapport with both young and old. This implies that as the access increases, the
influence of MF on communal relations decreases. This might be due to movement from group
approach to individual approach. The finding also supports the action of Asa in Bangladesh
where it has relaxed or eliminated joint liability (Armendariz& Morduch, 2005).

It is shown in the 4.1 table above that there is a significant positive relationship between
Social Skills and Microfinance Patronage (r = .07*, N= 1300, P < .05). The null hypothesis is,

therefore rejected.

The association between the two variables of r=.07 is weak and these two variables move
in the same positive direction. The r2 for the influence of MFBs on social skills of women clients
is 0.01% which indicates the proportion of variance that is shared by the two variables and the
amount that can be explained. The unexplained variation was 99%. This finding support the
feature of Type 1 institutions which are donor independent and are advocates of “minimalist
approach” concentrating on financial services only rather than social services (Von Pischke,

2007).
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Only 49% respondents indicated that even when they were frustrated, they were able to
stay calm while 59% stated that if they disagreed with someone, they still show respect for their

ideas. The findings showed the level of social skills of the respondents.
One FGD participant remarked thus:

No skill training is given except the induction training when
the account is opened. For me, | can start a new conversation
and whenever | am talking | use appropriate body language to
express myself. When I don’t understand what someone is

saying I ask him or her to explain.

One of the Key Informants stated:

Skill training is outside the scope of bank operation.
The MFB is to provide financial services only
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Hoz: There is no significant relationship between each level of assertiveness, health status,
residence quality and MFBs.
Table 4.2 Pearson Products Moment Correlation Matrix showing the degree of association

between MFBs and each level of assertiveness, health status, residence quality on SES of

women in Southwestern Nigeria

Tab Microfinance | Members Community | Social Level of Health Residence | Mean Std.

le:Pearson Product | Patronage of Societies | Relations Skills Assertive Status Quality Dev.

Moment Correlation ness

matrix showing the

relationships

between

Level of | -.08* .58* .08** .69* 1 20.7762 | 4.7898
Assertiveness

Health Status .25*% -17 A49* -.40 -.27* 1 39.2731 | 6.5577
Residence .60 -.50* -.06* =47 | -24% 40* 1 32.7423 | 3.4894
Quality

Sig. at P <.05 level

The table 4.2 above reveals that there is a significant negative relationship between level of

assertiveness and MFBs access (r = -.08*, N= 1300, P <.05). The null Hypothesis is rejected.

The association between the two variables is weak and inversely related. The study indicates that
as the MFB access increases, the level of assertiveness decreases. The analysis shows that r2 for
level of assertiveness and MF was 6% which indicates the overlap of variance which can be
explained. The unexplained variation was 94%. The interaction between MF and level of
assertiveness is very low. The findings corroborate Zohir and Matin’s (2004) work in which
they found that Safe Save sticks to financial services only “on the grounds that even extremely
poor clients are able to make good use of properly tailored financial services without other

support, and t