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Abstract

This paper investigates the role of microfinance institution in the quest to
alleviate poverty in Nigeria. In order to achieve this objective, two sets of
questionnaires were designed for the clients of LAPO as well as the
members of staff. From the results of the analysis, it was discovered that
access to micro-credit goes a long way in lifting the poor people out of
poverty as they become self-reliant. It was also found that LAPO has helped
in reducing the level of poverty in Benin City. To this end, it is
recommended that the government pays more attention to this emerging
sector of the economy and not let it go the way of other poverty alleviation
programs embarked upon by different administrations.

The World Bank defines poverty as the state of living on less than one dollar a day (World
Bank, 2000). Poverty is a problem in unmet physical needs. That is to say that, persons and families in
poverty, lack the basic things of life needed to support and sustain life. Poverty is mainly
characterized by low or lack of purchasing power, malnutrition, lack of access to social services, low
life expectancy, and few opportunities for income generation among others.

The Nigerian situation represents a paradox in that it is a rich country judging by her vast
revenue accruing from oil exports. Yet, a greater portion of her population is in poverty. Poverty in
Nigeria is one of the most phenomenal issues and unfinished tasks. Using the most recent poverty
indicators by the United Nations (UN), which includes life expectancy, infant mortality rate, primary
school enrolment ratio, number of persons per physician, access to safe drinking water, child
malnutrition and level of income, it is very clear that Nigeria as a country is fully entrenched in
poverty. Government’s effort alone is not enough to alleviate poverty and solve the problems that
come with it. Hence, the call for the contribution of the NGOs as well as the private sector which
includes the Microfinance Institutions (MFIs). Microfinance is not a new development. Its origin can
be traced back to 1976 when Muhammad Yunus set up the Grameen Bank as an experiment in
Bangladesh. Microfinance emphasizes granting small loans to the poorest of the poor without
requiring collateral. These loans are then used for self employment projects to generate income and
eventually become self reliant.

Statement of the Problem

In Benin City in times past, emphasis had been laid on the provision of human basic needs as
a way to reduce the spatial spread and dimension of poverty. The aim was mainly to provide
infrastructure such as schools, roads, hospitals, water, etc as a step to stimulate economic growth
which in the long run will alleviate poverty. This had a significant impact in the first and second
republics in the then Mid-west and Bendel state. But with time the basic needs approach became
inadequate. This led to the introduction of the credit for development approach which sought to
provide credit for the rural and urban poor to enable their participation in the economy. This approach
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opened the way for cooperative and micro credit institutions such as the Lift Above Poverty
Organization (LAPO). LAPO was one of such organizations that embraced the credit for development
approach. Today, LAPO is well instituted and has received considerable patronage by the people in
the study area, Benin City.
This study seeks to find answers to the following pressing questions;
a. How effective has LAPO’s micro credit scheme been in reducing the level of poverty in Benin
City?

b. What are the possible steps needed to mitigate the problem of poverty in the study area?

Research Objectives
The objectives of this study are to examine;
a. The effectiveness of LAPO’s microfinance scheme in the alleviation of poverty in the study
area and
b. To make possible recommendations based on the findings of the study on how to mitigate the
problem of poverty in Benin City.

Study Area

Benin City which is the study area is the capital of Edo state in the south-south geo-political
zone of Nigeria. It comprises three local government areas which are Egor, Oredo and Ikpoba-Okha.
Benin City is an ancient city of pre-colonial origin dating back to the twelfth century (Onokerhoraye,
1984)

Benin City as an urban centre has witnessed rapid growth in spatial size and economy. This
can be attributed to the status of the city as the former administrative capital of the defunct Bendel
state now Edo state. This status of the city brought about an increase in the demand for land for
various purposes as well as the rise of different commercial activities.

The Concept of Poverty

In order to derive a conceptual framework for this study one may seek to know if based on the
concept(s) adopted by the organization; the core objective of poverty alleviation has been actualized.
In this regard, recourse is made to ascertaining the basic concepts of poverty and poverty alleviation.

Poverty can be measured along two major conceptual lines. First, is the income based
conceptual measure of poverty which takes into consideration the level of income and consumption of
the poor. The second conceptual approach measures poverty strictly from social indicators which are
non-monetary in character. They range from access to food, clothing, adequate shelter, education,
health, etc.

The model adopted by LAPO can be regarded as a variant of the Grameen (1998) model.
LAPQO’s conceptual approach to the alleviation of poverty is firmly anchored on the financial
performance index which takes into account the relative upward changes in income level as a factor
for lifting people above poverty. However, LAPO combines provision of micro credit with training
that is targeted as financial self sustainability. Such training programmes address issues on ignorance,
low self esteem, poor nutrition, gender inequality and health related issues of its clients.

Data Presentation and Analysis
The data for the analysis was derived strictly from the responses of the respondents contained
in the questionnaire administered. To achieve a greater insight into the subject matter, personal
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interviews as well as personal observations were made. These, alongside the questionnaire formed the
basis for the data presentation.

The researcher shared 150 copies of the instrument to the respondents and finally was able to
retrieve 120 of the duly completed copies.

FIG 1: Pie Chart Showing the Sex of Respondent
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Source: Researcher’s Fieldwork (2009)

Out of the 120 respondents that were interviewed, a total of 114 respondents which made up
95% of the responses were female and the remaining 5% made up of a meagre 6 respondents were
male. The wide margin between the male and the female clients is not a surprise as LAPQO’s target
group is focused mainly on the poor women. This is not to say that the men will not be granted loans
if they pass the requirements but the women have a higher chance because they have been proven to
be good managers of resources unlike the men.

FIG 2: Bar Chart Showing the Age Distribution of Respondents
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Source: Researcher’s Fieldwork (2009)
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Out of the sample population the age group with the highest number of clients is those
between the ages of 26 — 35years which is closely followed by those between 36 — 45years. We can
therefore say that majority of LAPQO’s clients fall within the age range of 26 -45 years of age which
constitutes the bulk of the working population in this country. Hence, the drive to work and earn a
living is not a surprise. Those that fall between the ages of 18 — 25years are young and most of them
are still under the care of their parents hence the low percentage. The clients that have the lowest
percentage of 2.5% who are above the age of 55years is an indication that the older population is
getting tired and therefore pulling out of the labour market. Like those above the age of 55years, the
46 — 55years age range is also on the verge of retirement.

FIG 3: Pie Chart Showing the Educational Qualification of Respondents
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Source: Researcher’s Fieldwork (2009)

From figure 3 above, it can be seen that 65% of the population had no formal education;
16.66% had secondary school education while the remaining 18.34% had primary education as their
highest level of education. None of the respondents had tertiary education. The reason for this is not
far fetched as some of the respondents are from poor homes where poverty has been handed straight
down from one generation to another. Majority of those who had no formal education was not just as
a result of poverty but also as a result of the ignorance of the parents on the training of the girl-child.
It was considered a waste of money as well as resources. Hence, little or no importance was attached
to it. The non-attainment of a certain level of education, disqualified these women for a job in the
offices; hence the need to engage in various forms of micro-entrepreneurial activities to earn a living.

Table 1: Marital Status of Respondents

Marital Status No. of Respondents Percentage Response (%0)
Single 25 20.83
Married 65 54.17
Divorced 13 10.83
Widowed 17 14.17
Total 120 100

Source: Researcher’s Fieldwork (2009)



Microfinance Institutions and Poverty Alleviation in Nigeria: A Case Study of Lift Above Poverty
Organization (Lapo), Benin City

Majority of the respondents which comprised 54.17% of the total population were married
women who hitherto were just housewives who engaged in no form of activity to contribute to the up-
keep of the family. They depended solely on their husbands until the realization that the income of
their husband is not enough to adequately cater for the family needs. The remaining 45.83% which
comprises the single, divorced and widowed respondents found it extremely difficult to cater for the
needs of their children being the head of the household and not having any form of assistance from a
male counterpart.

Table 2: Status of Respondent in the Household

Status No. of Respondents Percentage Response (%0)
Household head 58 48.33

Wife 62 51.67

Child - -

Total 120 100

Source: Researcher’s Fieldwork (2009)

From the table above, 51.67% of the population are wives in their households. Being a wife
means she is assisting the husband in taking care of the family by making regular contributions when
required and not solely depending on the husband while 48.33% of the respondents are household
heads thereby having the full responsibility of catering for the needs of a household.

Table 3: Monthly Income of Respondent

INCOME NO. OF RESPONDENTS | PERCENTAGE RESPONSE (%)

Below N10,000 13 10.83
N10,000 — N20,000 35 29.16
N20,000 — N40,000 23 19.17
N40,000 - N60,000 11 9.17
N60,000 — N80,000 17 14.17
AN80,000 — N100,000 21 17.5
N100,000 and above - -

Total 120 100

Source: Researcher’s Fieldwork (2009)

About 29.16% which is the highest percentage of respondents earn a monthly income of
N10,000 — M20,000 from their various businesses. This is because majority of the clients collect the
regular loan which puts the individual on a loan cycle of eight months. This process takes some time
before adequate interest is accumulated. As a result of this, the percentage difference in the different
levels of income is not much.
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Table 4: Duration of Banking With Institution

Duration (Years) No. Of Respondents Percentage Response (%)
Less than 2years 24 20
2 —Syears 35 29.17
6 — 10years 43 35.83
Over 10years 18 15
Total 120 100

Source: Researcher’s Fieldwork (2009)

15% of the respondents have banked with the institution for over 10years, 35.83% for no less

than 6years, 29.17% between 2 — Syears and 20% for less than two years.

TABLE 5: Ever Applied for a Loan?

LOAN APPLICATION | NO. OF RESPONDENTS PERCENTAGE
RESPONSE (%)
Yes 120 100
No - -
Total 120 100

Source: Researcher’s Fieldwork (2009)
All the respondents interviewed had applied for a loan at one point or the other.

FIG 4: Bar Chart Showing the Distribution of Types of Loan Applied For.
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All the respondents had applied for the regular loan as this is the loan normally given to
members through their groups to start off a business or to boost their returns. The Kiva loan which
27.5% of the respondents had applied for is usually a huge sum of money which clients apply for to
start a new business venture. Some clients are usually refused this loan when the institution looks into
the proposed business idea and it does not seem feasible; that is the losses made may be so high that
the loan may not be paid back. The asset loan which 15% of the respondents have applied for is
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normally given to clients for the purchase of income generating assets such as telephones for a
business centre, an oven for baking purposes, etc.

12.5% have applied for the Nedoghama loan which is strictly for the Bini speaking people.

This loan is also meant to boost their income. The festival loan which 10.83% of the respondents have
applied for is given strictly during the Christmas period is to help clients purchase more goods so as to
meet up with the demand that comes with that period. None of the respondents have applied for the
seasonal loan as it is mainly given to farmers and the scope of this study is strictly restricted to the
urban centre where farming activities do not take place.

Table 6: Number of Times Applied For a Loan

NO. OF TIMES NO. OF RESPONDENTS PERCENTAGE RESPONSE
(%0)
Once 11 9.17
Twice 19 15.83
Others 90 75
Total 120 100

Source: Researcher’s Fieldwork (2009)

Majority of the respondents have applied for a loan more than three times and this accounts
for 75% of the population. This is so because the loans are usually given on a continuous basis after
an 8-month interval so long as an individual is able to pay off the previous loan, she is eligible to
apply for the next one. The remaining 25% that have applied once or twice are mainly new members
who started banking with the institution less than two years ago.

TABLE 7: Ever Been Refused a Loan by the Institution?

Loan Refusal No. of Respondents Percentage Response (%0)
Yes 32 26.67
No 88 73.33
TOTAL 120 100

Source: Researcher’s Fieldwork (2009)

From table 7 it can be seen that 26.67% of the respondents have been refused a loan at
different points in time. The reason for the institution’s refusal to grant the loan varies from the client
not meeting the requirements and also the default of a group member in paying back a previously
granted loan. The remaining 73.33% have never been refused a loan.

Table 8: Ever Defaulted in Paying Back a Loan?

LOAN DEFAULTS NO. OF RESPONDENTS | PERCENTAGE RESPONSE (%)
Yes 22 18.33
No 98 81.67
Total 120 100

Source: Researcher’s Fieldwork (2009)
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A total of 98 respondents which represents 81.67% of the population have never defaulted in
paying back a loan. The reason for this can be deduced from the fact that once a client defaults she
becomes ineligible to take further loans and an individual who is concerned about the continuous
growth of her business will always want to fulfill her own end of the deal by paying off her loan to get
more loans. The remaining 18.33% who have defaulted at various points gave reasons such as making
losses in their business and unanticipated expenses while others still said they lent the money to their
husband for business who has not been able to give her the loan and the interest.

FIG 5: Bar Graph Showing the Level of Satisfaction of Respondents
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Source: Researcher’s Fieldwork (2009)

About 52.5% of the respondents say they are satisfied, 40% are extremely satisfied while
7.5% are not satisfied. The reason for their dis-satisfaction can be attributed to factors such as loan
size which some respondents mainly those just starting off say is too small. Others still say that clients
that have banked with the institution for more than 10years should be given some form of monetary
compensation for having patronised the institution for that period of time.

Table 9: Has LAPO Helped in the Reduction of Poverty?

Poverty Reduction No. of Respondents Percentage Response (%0)
Yes 90 75
No 30 25
Total 120 100

Source: Researcher’s Fieldwork (2009)

From the results above, 75% of the respondents say LAPO has helped them overcome poverty
as their socio-economic situation has greatly improved. The remaining 25% say they have not felt the
impact of the micro-credit scheme. The most likely reason for this is that they are new entrants who
have been with the institution for less than two years and their economic situation is so bad that it will
take some time for them to start reaping the benefits.
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Findings
This study made an attempt at evaluating the impact of MFIs on the reduction of poverty in
Benin City using the Lift Above Poverty Organization as a case study. From the findings, LAPO like
its slogan says is improving the lives of many borrowers as is evident in the testimonies of most of its
clients.
From the data analysis it was empirically proved that;
1. LAPO has helped in the reduction of poverty in Benin City.
2. Access to micro-credit goes a long way in reducing level of poverty thereby improving the
lives of the people.

With the potential 40 million poor people in Nigeria, providing micro-credit to these
individuals will go a long way in lifting them out of poverty.

Conclusion

Microfinance is the most visible innovation in anti-poverty policy not just in Nigeria but the
world over and as a result of this; many have put high expectations in it. Without the proper
framework and necessary requirements, this too will go under just like all the other efforts at
alleviating the problem of poverty in Nigeria.

Recommendations

From the fore-going it is evident that the microfinance strategy to poverty alleviation is very
viable. However, the combined effort of all stake holders in the industry is necessary to attain
meaningful growth and development in the microfinance sub-sector.

Based on the findings, the following recommendations are herby made:

a. Partnership with more International bodies that provide microfinance services should be
established as this will go a long way in funding the organization to reach the vast majority of
the poor.

b. LAPO should be more innovative in initiating new strategies aimed at serving the poorest of
the poor in their communities and not just the “rich-poor”

c. The Program Out of Poverty Index (PPI) which is an assessment tool used in measuring the
poverty level of clients and tracking their progress should be developed. This way, the goal of
meeting the target group of the poorest of the poor will be achieved.

d. Government should put in more effort in the funding of this sector as well as make favourable
policies for the sector.

It is hoped that these recommendations will improve the quality and performance of the
microfinance sub sector at large and LAPO as an organization.
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