International Journal of Innovative Education Research 14(3):52-63, July-Sept, 2026

ZhEm
u} © SEAHI PUBLICATIONS, 2026 www.seahipublications.org ISSN: 2354-2942

DOI:10.5281/zenodo0.21303717
Assessment of the Performance of Microfinance

Institutions: Case Study of Selected Microfinance
Banks in North Central Nigeria.

EFUT, Monday Richmond (Ph.D.)

Department of Accounting,
Faculty of Management Sciences,
Nnamdi Azikiwe University, Awka — Anambra State — Nigeria
E — mail:Profefut2021@gmail.com/08060230598

ABSTRACT

A study of selected micro finance bank in the North Central Region of Nigeria was under taken in order
to assess their performances over time with a view to evaluating their objectives, structure and
practicability as it affects their operations. Data for the study was obtained via four point likert scale from
the sampled micro finance bank of the seven states in the region. The data gathered were analyzed mainly
by the use of mean and standard deviation. Findings from the study revealed that the indicators of
performance of micro finance banks include: funding expenses, profitability measures and debt/equity
financing. It further revealed that shortage of ATM machines, overcrowding in banking hall, poor security
network are among the operational problems affecting the performances of Microfinance banks in North
Central region of Nigeria. The study recommended among others that the Management of MFB’s in
North Central Nigeria should reposition their banks towards delivering effective customer’s services.
Keywords: Financial performance, Micro finance bank, North Central Nigeria

1.0 INTRODUCTION

Micro finance institutions (MFls) in Sub-Saharan Africa comprises a variety of diverse and
geographically dispersed institutions that offer financial services to low income clients: non —
governmental organizations (NGos), Non — Banks financial institutions, cooperatives, rural bank saving
and postal financial institutions (Musa, Caroline, Adebayo and Agboola, 2014). Conroy (2003) posits that
micro financing is the provision of financial services to the poor and low income households who have no
access to formal financial institutions. Micro finance has been described in many fora’s as banking for the
poor. Micro finance banks are different from commercial banks because they have limited banking
services which are directed mainly to a section or group. The core reason for the establishment of micro
finance bank is to provide credit facilities to low income group and micro small and medium scale
enterprises (MSMESs). A major characteristics of micro finance banks is that they are mainly managed by
their owners either as sole proprietorship or partnership (Adamu, 2005) in Oladejo (2013). The concept of
micro finance banking is an extension of the old community banking system. According to Akanji (2006);
Oladejo (2008), the emergence of community banking system greatly enhance the access to credit by
micro small and medium enterprises. Lemo (2007) viewed micro finance banking as one of the main
strategies for attaining Millennium Development Goals (MDGs), particularly goals that relates to poverty
eradication and alleviation, empowerment of the less privileged in the society and gender equality among
others. Further to the above, Akanji (2006) enumerated three characteristics of micro finance institutions
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that differ it from other conventional banks as smallness of loans advanced, smallness of savings
collected; absence of asset based collaterals and the simple way and manner of its operations (Akanji,
20006).

Ronaldo (2010) argued that micro finance in a good pathway to supporting entrepreneurs. It provides the
less privileged borrowers with low interest loans to aids them in attaining sustainable livelihood. More so,
Jegede (2011) agreed that entrepreneur prefer personal savings and low interest cooperatives loans to
micro finance banks and commercial banks loans. Jegede (2011) further said that the reasons behind their
non acceptance of micro finance bank and conventional commercial funds is due to non — accessibility,
high interest rates and prohibitive collaterals. According to Mejeha and Nwachukwu (2008), the poor
performance of the main finance sectors gave birth to the emergence of micro financing policy makers,
practitioners, and international organizations as a tool for poverty reduction.

Arogundade (2010) observed that the experience of micro finance lending in Nigeria had not been really
successful from the conventional approach. Accordingly, the 2005 Central Bank of Nigeria (CBN) report
states that the conventional financial system provides services to about 35% of the economically active
population while the remaining 65% are always provided by the informal sector (CBN, 2005). The micro
finance establishment policy acknowledges these informal institutions and bring them within the
supervisory cover of the central bank of Nigeria (CBN). The total registered MFBs in Nigeria as at the
end of 2021 stood at 882 (CBN web 2022, NDIC, 2022) indicating presence in all 774 local government
in Nigeria. However, according to Dada and Salisu (2008) despite government’s effort in the area of
credit delivery to SMEs in the country, these micro enterprise have continued to be denied access to fund
from the formal financial institutions. Therefore many critics have argued that the services of micro
finance bank does not actually reach the poorest of poor or that the poorest of the poor are deliberately cut
off from micro finance programs (Sculhy 2004; Simihowitz, 2002). Furthermore, it has been stated by
many followers of the activities of micro finance institutions in Nigeria that the size of the needed loan
often exceeds the maximum amount that can be borrowed from micro finance institutions.

Before the CBN intervention, micro finance institutions in Nigeria was taking a fast decline into oblivion.
The main stay of the sector was corruption, fraud and miss management of funds (Orudge, 2012).
Shreineer, (2001) posits that the establishment of the micro finance banks by the government was
basically to improve access to soft loans and savings services for the poor people; aimed at eradicating
poverty and enhancing economic development. Micro finance policy mainly depends on the provision and
availability of funds. According to Abimiku (2000), the main preoccupation of the banking sector is
finance which in turn brings together other factors of production like labor, land and entrepreneur into
play. The North central region of Nigeria in one of the six geographical zones of Nigeria representing the
majority of the country’s middle belt. The region has a population of about 20 million people, around
11% of the total population of the country. The average poverty head count rate in the North central
Nigeria is 42.7%. The performance of micro finance institution in this region is crucial to the reduction of
poverty in this part of the country. The microfinance industry has been growing at a significant rate in
several countries in Africa and it has become an important sub-sector of the formal financial markets
(meesters, Assefa and Hermes, 2010). However, the microfinance industry is quickly changing (Yenesew,
2014).The number of microfinance banking services providers are considerably on the increase and with
the growth of the industry and the saturation of the markets, increased competition has been documented
in many countries; including Nigeria (Porteus, 2006).In Nigeria, the microfinance banking sector has
experienced extremely high competition evidenced by profitability and shifting market share. The said
competition is among the microfinance banks, mainstream/conventional commercial banks and
electronic/online money transfer platforms (Okombo, 2015).Various scholars have also examined the
various factors that affect the financial performances of microfinance institution globally and locally. For
instance, a study by Hien (2009) discovered that regulatory status has no effect on financial sustainability
and outreach of microfinance banks. Although, the study only focused on social performance of
microfinance institutions, measured in terms of sustainability and banks outreach as opposed to financial
performance. Moreso, a study by Biwott and Muturi (2014) found out that number of borrowers, capital
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adequacy and branch network had the highest influence on the performance of microfinance institutions.
Njogu, (2012) established that financial regulations, number of clients saved, financial leverage and
volume of credit traded greatly affected the performance of microfinance institutions. However, the above
studies are studies done covering the whole country. The current study is specifically aimed at studying a
geographical area. That is the North central geographical region of Nigeria. Thus, the need to examine the
factors affecting the performance of microfinance institution in North central Nigeria, vis-a-vis their
ability to alleviate poverty and enhance economic development of the people of this region.
1.3 Research objectives
To assess the determinants of financial performance of micro-finance institutions in selected micro
finance banks in North Central Nigeria.
1.4 Research Questions:
1. What are the performance indications of microfinance banks in north central Nigeria?
2. What are the operational problems affecting the performance of microfinance banks in north
central Nigeria?
3. What are the strategies for maximizing the performance of microfinance banks in North central
Nigeria?

2.0 LITERATURE REVIEW

2.1 Concept of Microfinance Institutions

Irobi (2008) defined microfinance as the provision of financial services such as credits (loans), savings,
micro-leasing, micro-leasing, micro-insurance and payment transfers to economically active poor to
enable them engage in income generating activities to expand their businesses (Jegede, Kehinde and
Akinlabi, 2011). In, addition, Schreinzer (2025) proposed a definition of microfinance as
“Uncollaterized” loans to the poor and small scale entrepreneurs” (Omotola and Murad 2011). According
to Jegede, Kehinde and Akinlabi (2011), a person is considered poor if his /her consumption level falls
below one Dollar per day, a level necessary to meet basic needs. Accordingly, this minimum level is
known as the poverty line. Moreso, the Central Bank of Nigeria (CBN) views poverty as “a state where an
individual is not able to cater adequately for his or her basic needs of foods, shelter, clothing, lack access
to gainful employment skills and economic infrastructure like health and education (Jegede, Kehinde and
Akinlabi 2011). According to Kingori, Kioko and Shikomo (2017), MFB microfinance banks serves as
one of the ways of building capacities of the poor who are largely ignored by commercial banks and other
lending institutions and graduating them to sustainable self-employment activities by providing their
financial services like credit, savings and insurance(Anaud and Kanwal 2011). Addissalem (2015) further
asserts that microfinance is associated with programmes that benefits clients with serious subsistence
problems in developing countries. For many years, microfinance overlapped with micro credit often
without traditional guarantees, aimed at improving the lives of clients and their families or at sustaining
small scale economic activities. The microfinance sector has demonstrated that poor people are viable
customers as long as their financing is approached in the right way, which required that moral hazard,
adverse selection and other agency problems are mitigated (Dokulilova, Janda & Zetek, 2009).

2.2 Reasons for the establishment of microfinance banks in Nigeria

From the appraisal of existing microfinance-oriented institutions in Nigeria, the following facts have
become evident:

2.2.1 Weak institutional capacity:

The prolong sub-optimal performance of many existing community banks, microfinance and development
finance institutions is due to incompetent management, weak internal controls and lack of deposits
insurance schemes. Other factors are poor cooperate governance, lack of well-defined operations and
restrictive regulatory/supervisory requirements (CBN, 2005).

2.2.2 Weak capital base:

The weak capital base of existing institutions particularly the community banks, cannot adequately
provide a cushion for the risk of lending to micro entreprencurs without collateral. This is supported by
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the fact that only 75 out of over 600 community banks whose financial statements of account were
approved by the CBN in 2005 had up to N20 million shareholders funds unimpaired by losses. (CBN,
2005).

2.2.3 The existence of huge un-served market

The size of the un-served market by existing financial institutions is large. The average banking density in
Nigeria is one financial institution outlet to 32,700 inhabitants in the rural area, it is 1:57,000, that is less
than 2% of rural household have access to financial services (CBN, 2005)

2.2.4 Economic empowerment of the poor, employment generation and poverty reduction

The baseline economic survey of small and medium industries (SMls) in Nigeria conducted in 2004
indicated that the 6,498 industries covered currently employed a little over one million workers
considering the fact that about 18.5 million (28% of the available work force) of Nigeria are employed,
the employment/role of the small and medium industries (SMIS) are far from being attained. One of the
hallmark of the national economic empowerment and development Strategy (NEEDS) is the
empowerment of the poor and the private sector through the provision of needed financial services to
enable them engage or expand their present scope of economic activities and generate employment.
Delivering needed services as contained in the strategy would be remarkably enhanced through additional
channels which the microfinance bank framework would provide. It would also enable the small and
medium industries in raising their productive capacity and level of employment generation (CBN, 2005).
2.2.5 The need for increased savings opportunity

The total assets of 615 community banks that made their reports available out of the 753 operating
community banks as at the end of December, 2004 stood at & 34.2 billion. Similarly, their total loans and
advanced amounted to #=11.4 billion while their aggregate deport liabilities stood at & 21.4 billion for the
same period. Also as at the end — December, 2004, the total currency in circulation stood at N
458.6billion and 34.12 percent was outside the banking system.

Poor people can and do save contrary to general misconceptions. However, owing to the inadequacy of
appropriate saving opportunities and products, savings have continue to grow at a very low rate,
particularly in the rural areas of Nigeria. Most poor people keep their resources in kind or simple under
their pillows. Such methods of keeping savings are very risky, low in terms of returns and undermine the
aggregate volume of resources that would be mobilized and channeled to deficit areas of the economy.
The micro finance policy would provide the needed window of opportunity and promote the development
of appropriate (safe, less costly convenient and easily accessible) saving product that would be attracted
to rural clients and improve the savings level in the economy (CBN, 2005).

2.2.6 Utilization of SMEEIS fund

As at December, 2004, only 8=8.5 billion (29.5%) of the M 28.8 billion small and medium Enterprises
Equity investment Scheme (SMEELS) funds had been utilized. Moreover, 10% of the fund meant for
micro credits had not been utilized due to lack of an appropriate framework and confidence in the existing
institution that would have served the purpose. This policy provides an appropriate vehicles that would
enhance the utilization of the funds (CBN, 2005).

2.3 Concept of Financial Performance.

Agola (2014) explained that financial performance is the measure of organizations achievement on the
goals, policies and operations stipulated in monetary terms. It involves the financial health and can be
compared between similar firms in the same industry. Dafura (2010) further asserted that financial
performance of a firm, being one of the major characteristics defines competitiveness, potentials of the
business and economic interest of the company management and reliability of present or future
contactors. In the context of microfinance institutions, financial performance is the ability of microfinance
institution to keep on going towards microfinance objective without donor support (Thapa, 2008). The
main aim of every microfinance institution is to have operations that are profitable in order to maintain
stability and improve on sustainability and growth (Agola, 2014). Therefore, Microfinance institutions
should seek to maximize performance in many areas, whether it is social or economical (Jorgensen,
2011).
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Bhunia, Mukhuti and Gautarn (2011) also argued that financial performance analysis is an appraisal of the
feasibility, solidity and fertility of a business, sub-business or mission. Moreso, good financial
performance rewards the shareholders for their investment (Ongore and Gemechu, 2013). According to
Baraza (2014), shareholders view of financial performance is measured by how better off the shareholder
is at the end of the period, than he was at the beginning and this can be determined using ratios derived
from the financial statement; mainly the statement of financial position measure such as using data an
stock market price . Financial measures such as profit after tax, return an asset (ROA) return on equity
(ROE), earning per share and any market value ratio that is generally accepted (Yenesew, 2014).

2.3.1 Factors influencing financial performance microfinance banks.

Yenesew (2014) pointed out that a good performing industry is vital in sustaining the stability of the
micro banking system. Poor financial performance brings down the capacity of microfinance institutions
to absorb negative shock, which invariably affect solvency. Good financial performance leads the leaders
to recover full cost or make profit and building institution that can sustain themselves for a considerable
period without continued reliance on government donor funds. Adikhalary (2014) listed, operational
efficiency, capital level, liquidity risk, Credit risk, and size as some of the major factors that influence
financial performance of micro finance banks.

I. Operational Efficiency : This refer to the ability of a microfinance programme to deliver a
specific service with minimum cost ,(Adikhay2014) .Accordingly, operational efficiency is
the performance measure that shows how well microfinance institutions is streamlining its
operations and take in to account the most of the input and the price of output (Ongore and
Gemechu 2016) .Inefficiency is one of the significant risk factor for the sustain able
microfinance as larger number of institution are still for forms numerical scale or the
efficiency is usually measured using operating efficient ratio (OER) where lowers OER is
preferred over higher OER as lower OER indicate that operating expenses are lower than
operating revenue (Dufera,2010).

II. Capital: This is the amount of own funds available to support the bank business and act as a
buffer in case of adverse situation. Dang (2011) posits that capital create liquidity for a
financial institution since deposits are essentially other people’s money, which can be
recalled at any time. Adikhay (2014) further explained that in the event of loss of assets,
higher capital level relative to its assets ensures the institutions would have enough funds of
its own to cover the loss or there is sufficient level of capital required to absorb potential
losses while providing financial sustainability. Therefore, in the presence of asymmetric
information, a well capitalized bank could provide a signal to the market that a better-than-
average performance should be expected (Kahiga, 2014). Capital adequacy is normally
proxied using proportion of micro finance institution equity to total assets.

1. Liquidity: This refers to the ability of institutions to meet demands for funds. Liquidity risk
arises when a micro finance institution is unable to meet its cash requirements or payment
obligations timely and in a cost effective — efficient manner (Idama, 2014). Micro finance
institutions with inadequate liquidity might be less immune towards future uncertainty, timely
delay of refinancing, disruption in meeting growth projections and increased portfolio risk
(Brom, 2009). To reduce liquidity risk, each micro finance institution need to prepare a daily
fund plan that guides the matching of cash inflows from loan repayment and savings deposits
with cash out flows for the branch on a daily basis (Idama, 2014). Loan to assets ratio (LAR)
is normally used to measure the liquidity position of micro finance institution that indicates
the percentage of total assets used to provide the loan (Adikhany, 2014).

IV. Credit Risk: This is the financial loss that a lender will suffer because of a borrower’s failure to
perform according to the terms and conditions of the credit or loan agreement. Effective
management of credit risk through proper management results in the improvement of
earnings and reduces insolvency (Sule, 2012). Credit loan portfolio alone, but can also exist
in its other assets and activities. Credit risks affects the profitability and the general
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performance of any financial institution and is one of the major risks to microfinance
institutions sustainability. Thus; managing credit risk is an integral part of micro finance
institutions operating techniques, with reducing the risks requiring a major operational effort
(Idama, 2014). It is also important to note that the size of an institution plays a vital role in
determining the type of relationship the financial institution enjoys within and outside its
operating environment and hence profitability. The modern intermediation theory predicts
efficiency gains related to size of a financial institution owing to economics of scale (Kaluiga,
2014). Smaller micro finance institutions in particular are at a disadvantage, struggling to
cover the industry’s high operational cost and diversify their products in order to compete
with larger microfinance providers (Muriwu, 2011). Moreso, large firms are more diversified
than small ones and have greater market power and during good times may have relatively
more organizational slack (Addisalen, 2015). Through size the economies or diseconomies of
scale of an institution is captured and is usually the natural logarithm of total assets of micro
finance institution is used as a proxy of size (Cull, 2007).
2.4 Theoretical Framework:
Trade off Theory
Micro finance institution striving to achieve the dual goal of social and financial performance are faced
with a trade — off between debt and equity in their capital structure. The optimal combination of debt and
equity in micro finance institutions largely determines whether they will be focused on achieving social
performance to the neglect of financial performance or vice versa or focus on achieving both social and
financial performance. Trade-off theorists suggest that optimal capital structure can be determined by
creating equilibrium between tax benefits and cost associated with debts, thus, assuming cost and benefit
associated with using debts against equities. The main objective of this study is to assess the determinant
of financial performance of micro finance institutions in selected micro finance banks in North central
Nigeria. However, this relationship between social performance institutions hinges on their capital
structure, indicating the type of objective or performance (Social and Financial) they would want to
achieve. Social performance focuses on improving the living standards of the poor. The importance of
micro finance institutions is always demonstrated by their ability to respond to the needs of the poor in
the short term and their impact on the poor population. However, the financial performance focuses
primarily on the on the profitability and self-sufficiency of micro finance institutions. A significant
change that the micro finance institutions sector has faced in the last decade is determining whether there
is a relationship between social and financial performance. However, this theory supports this study in
that it explains the reality between the need for the micro finance institution ability to financially and
other wise meet the expectations of their clients.
Empirical Literature
A study by Arthur (2013) examined the degree of financial performance in selected microfinance banks in
central region, Uganda. The study employed the ex — post factor or retrospective, prospective designs and
descriptive survey design, and specifically descriptive comparative and descriptive correlation strategies.
The findings of the study revealed that the degree of financial performance in the microfinance
institutions in central region Uganda was high. Also, Dahiru and Zubair (2008), reveal from an empirical
study that the poorest can benefit from both economic and social well — being and point of view. A study
on microfinance also revealed that microfinance program has the potential to alleviate poverty especially
in increasing level of income and reducing vulnerability (Jegede, Kehinde & Akinlabi 2011).
Okombo (2014) examined the impact of low transactional costs on the financial performance of deposit
taking microfinance institutions. The study findings established that there was positive and statistically
significant relationship between the low transaction costs and financial performance. Agola (2014)
explored the relationship between credit policy and financial performance of microfinance institutions in
Kenya. The findings of the study revealed a positive relationship between financial performances, credit
policy, credit risk controls, credit appraisal and collection policy. Ongaki (2012) examined the
determinants of profitability of deposit — taking microfinance institutions and cooperative societies. The
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study findings established that there was a positive relationship between profit ratio and interest income
ratio and non interest income ratio. The study also found out that there was negative relationship between
profit ratio and non interest expenses ratio and liquidity ratio. A study by Jongensen (2011) examined the
factors that determine profitability of microfinance institutions using a sample of 879 MFIs. The study
findings established that the factors that statistically influenced profitability positively were the capital
assets ratio, age (new) and the gross loan port folio. That study also found that operating expenses over
loan port folio had a positive influence but the number of active bowers had a negative influence. A study
by Gibson (2012) explored the factors that determine the operational sustainability of microfinance
institutions in Kenya. The findings of the study established that the factors affecting operations and
financial sustainability are capital/asset ratio and operating expense/loan portfolio. Musa, Caroline,
Adebayo and Agboola (2014) investigated performance and productivity changes in microfinance banks
in South — West Nigeria. The findings from the study revealed that only 16% of the sampled MFIs met
the recommended maximum PAR value of 5% in 2006. It was also revealed that 31% of the sampled
MFIs reported a debt/equity ratio above the recommended value of 2 in 2006, while 32% had gearing of
over 2 in 2010. The study further asserts that on the overall, the performance and productivity changes
experienced by the MFIs depicted a sub — sector with huge potentials and hence require nurturing to
achieve its goals.

3.0 METHODOLOGY
The research design used for this study is descriptive survey research design. A descriptive survey design
is a design that allows for the study of the peculiar characters population through a sample which is
deemed to be a representative of the population. Moreso, survey can be described as that which studied
both large and small populations by selecting and studying samples chosen as a representative of the
entire population (Robson, 2009).
Population of the Study
The population of the study is three thousand (3,000) staff of registered micro finance banks operating in
the North Central Region of Nigeria. However, the sample of the population is one hundred and seventy
five (175) staff. This is made up of five (5) staff each from the thirty five (35) banks selected for this
study.
Table 1: Distribution of population (North Central State)
S/N:
(A) F.C.T Abuja
1. Hasal Microfinance Bank No of sample Staff
2. Consumer MFB 5
3. FEMAC MFB 5
4. Fortis MFB 5
5. Atlas MFB 5
Total = 25
(B) Nassarawa State
1. Ada MFB
AMBA MFB
Fed Poly Nass MFB
JOSAD MFB
Keffi MFB

A e
R L DN,

(C) Plateau State

1. Challenge MFB
Blue Whales MFB
Light MFB
Fadama MFB

Rl el
LRV RV VN

58



Efut ............Int. J. Innovative Educ. Res 14(3):52-63, 2026

5. Gowans MFB 5

(D) Kogi State

Akwengu MFB 5

Earnwell MFB 5

Egbe MFB 5

Gbede MFB 5

Iyamoye MFB 5
2

A

(E) Niger State
Kunagaba MFB
Kontagora MFB
Minna MFB

Modiya Yekope MFB
Musharaka MFB

RAREE Ol
SRV I AN NN

(F) Kwara State
Iyeru Okin MFB
Janmaa MFB
KCMB MFB
Kwasu MFB
Kwaco Focus MFB

ARE I R
R N,

(G) Benue State

Zion MFB 5

Otukpo MFB 5

Owkam MFB 5

Okpoga MFB 5
5
2

M

James MFB

5

Method of Data Collection

The researcher collected data by administering the instrument to the respondents in microfinance banks.
A total of One Hundred and Seventy Five (175) copies of the questionnaire were distributed to the
respondents. However, the researcher only receives back a total of One Hundred and Sixty Nine (169)
copies. That is 97%.

Method of Data Analysis

The data collected was analyzed using mean statistics based on 4 points likert scale.

RESULTS

Data collection are presented and analyzed mainly by the use of mean and standard deviation. Find the
results in table 1 — 3 below

Research Question One: What are the performance indicators of microfinance banks in North Central
Nigeria?

Table 1: Mean response on the performance indicators for assessing performance of Microfinance Banks
in North Central Nigeria.

S/N | Item Statements SA A D SD X SD Decision Rule
1 | Cost of Fund 90 | 40 | 20 19 | 29 | 1.7 Accepted
2 | Funding Expenses 80 50 22 17 127 | 1.6 Accepted
3 | Debt/Equity 70 60 20 19 129 | 17 Accepted
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4 | Profitability Measures 100 | 30 23 16 | 2.8 | 1.7 Accepted
5 | Port Folio Quality 40 20 | 100 9 23 | 1.5 Rejected
Grand Mean 2.7

Source: Field Survey 2026

The result presented in Table 1 above revealed that the respondents in 1 — 4 accepted with mean score of
2.9, 2.7, 2.9 and 2.8 respectively that the indicators for assessing performance of microfinance banks in
North Central Nigeria: Cost of fund; funding expenses; profitability measures and debt equity. It was also
revealed that in Table 1 above, that the respondent in item 5 with mean score of 2.3 rejected that port folio
quality is an indicator that help in assessing the performance of microfinance banks in North Central
Nigeria. Therefore, since each of the above mean scores is greater than 2.5, it was accepted that the
indicators for assessing performance of microfinance banks in the North Central Region of Nigeria.
Research Question Two: What are the operational problems affecting the performance of microfinance
banks in North Central Nigeria?

Table 2: Mean response on the operational problems affecting the performance of micro finance banks in

North Central Nigeria:

S/N | Item Instruments SA |A |D SD | X SD | Decision Rule
Overcrowding of Banking Hall | 95 35 |20 19 2.9 | 1.6 | Accepted
due to shortage of ATM
Terminals

7 Limited Banking Hours 85 45 122 17 2.9 | 1.7 | Accepted

8 Bad Management Policy 70 60 |22 17 2.8 | 1.7 | Accepted

9 Location of the Bank to |80 50 |22 17 2.8 | 1.7 | Accepted
Customers

10 Poor Management 30 15 100 |24 2.2 | 1.7 | Rejected

Grand Mean 2.7

Source: Field Survey, 2026

The result presented in Table 2 revealed that the respondent in item 6 — 9 agreed mean score 2.9, 2.9, 2.8
and 2.8 respectively that the respondent problems affecting the performance of microfinance banks in
North Central Nigeria includes overcrowding of banking hall, limited banking loans, bad management
policy, location of the bank to customer, shortage of ATM machines. While the respondents in items 10
with mean score of 2.2 rejected that poor management is and operational problem affecting the
performance of Microfinance Bank in North Central Nigeria. Since each of the above mean score is
greater than 2.5, it was accepted that items are the operational problems affecting the performance of
microfinance bank in the North Central Nigeria.

Research Question Three: What are the strategies for maximizing the performance of microfinance
banks in North Central Nigeria?

Table 3: Mean Rating of the Respondents on the strategies for maximizing the performance of
microfinance banks in North Central Nigeria?

S/N | Item Statement SA /A |D SD | X SD | Decision Rule

11 Purchase of Required ICT equipment for | 95 35 20 19 2.9 1.7 Accepted
banking

12 Training and Retraining of banks staff 85 45 22 17 2.9 1.7 Accepted

13 Regular Maintenance of office equipment | 80 50 22 17 2.8 1.7 Accepted

14 Continuous review of banking to suit | 90 40 20 19 2.9 1.7 Accepted
customers demand

15 Effective Customers Care service that will | 30 30 100 9 2.3 1.6 Rejected
attend customers needs

Source: Field Survey, 2026
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The result of data analysis presented on Table 3 above revealed that respondents in item 11 — 15 with
mean score of 2.9, 2.9, 2.8 and 2.9 respectively accepted that the strategies for maximizing the
performance of microfinance banks in North Central Nigeria include: purchase of ICT equipment, regular
maintenance of the office machine and regular review of banking policies to suite customers demand.
While the respondents in item 20 with mean score of 2.3 rejected that effective customers care service
that will attend to customer’s needs is a strategies for maximizing the performance of microfinance banks
in North Central Nigeria.

Therefore, since each of the above mean score is greater than 2.5, it was agreed that the above listed items
are the strategies for maximizing the performance of microfinance banks in North Central Nigeria.

CONCLUSION

The findings of this study revealed that indicators for assessing performance of microfinance banks in
North Central Nigeria include: funding expenses cost of fund, profitability measures and debt/equity. The
study also revealed that the operational problems affecting the performance of microfinance banks in
North Central Nigeria include: Shortage of ATM machines which often lead to overcrowding in the
banking hall, poor security network, shortage of qualified staff and management team, shortage of
qualified customer care staff.

The study further revealed that the strategy for maximizing the performance of micro finance banks in
North Central Nigeria include: Purchase of ICT gadgets for modern banking, training and retraining of
bank workers, regular maintenance of office equipments and constant review of banking policies etc.

RECOMMENDATIONS
Based on the above findings, the study made the following recommendations:
1. Management of micro finance banks in North Central Nigeria should reposition their banks
towards delivering effective customer’s service.
2. Management of microfinance banks in North Central Nigeria should improve on their efforts to
further enhance the confidence of their customers.
3. Management of microfinance banks in North Central Nigeria should improve in the enactment of
policies aimed at enhancing the efficiency and effectiveness of microfinance banking in the
region.
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