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ABSTRACT: This study investigates the impact of microfinance on poverty reduction in Lokoja, 

Kogi State, Nigeria, focusing on how microfinance services influence income generation and job 

creation among beneficiaries. Data were collected from 370 microfinance clients using structured 

questionnaires and analyzed through descriptive statistics, correlation, and regression analysis. The 

results indicate that microfinance services significantly enhance poverty reduction primarily 

through income generation, while job creation was not statistically significant. The findings 

highlight that access to loans, savings, and financial training improves beneficiaries’ financial 

autonomy and household welfare. Challenges such as high interest rates, rigid repayment terms, 

and limited financial literacy constrain the effectiveness of microfinance. Based on these results, 

the study recommends strengthening financial literacy programs and improving loan accessibility 

to maximize the poverty-alleviation potential of microfinance services. 
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INTRODUCTION 

Microfinance has become a central policy instrument in global efforts to reduce poverty, 

particularly in developing economies such as Nigeria, where access to formal financial services 

remains limited for a large proportion of the population (Aiyedun, 2024). By providing small-scale 

financial services, including microcredit, savings, insurance, and financial training, to individuals 

excluded from conventional banking systems, microfinance aims to enable low-income earners to 

engage in productive economic activities, manage financial risks, and improve their socio-

economic well-being (Chikwira, Vengesai, & Mandude, 2022). 

Despite its widespread adoption, the empirical effectiveness of microfinance as a poverty reduction 

tool remains contested. While numerous studies report positive outcomes, others suggest that the 

impact of microfinance varies depending on the specific transmission mechanisms through which 

it operates (Ngong, Thaddeus, & Onwumere, 2022). In particular, there is limited consensus on 

whether poverty reduction occurs primarily through income generation, job creation, or a 

combination of both. Some studies emphasize income growth from self-employment and 

microenterprise expansion as the dominant pathway (Mohammed & Jallah, 2025), while others 

argue that employment creation is essential for broader and more sustainable poverty alleviation 

(Edem & Ozigbo, 2024). This lack of clarity represents an important empirical gap, especially in 

semi-urban contexts where microenterprises dominate economic activity. 
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Microfinance institutions (MFIs) play a critical role in promoting financial inclusion, especially 

among women, small-scale entrepreneurs, and informal sector operators who face stringent 

collateral requirements, complex lending procedures, and limited financial literacy within the 

formal banking system (Khan et al., 2021; Nwanna & Okeke, 2022). By offering relatively flexible 

financial products and repayment terms, MFIs seek to support micro and small enterprise 

development, enhance income generation, and promote economic stability (Obadire, 2022). In 

addition to credit provision, many MFIs offer financial literacy and basic business management 

training, which are expected to improve loan utilization and enterprise performance. However, 

persistent challenges, such as high interest rates, inadequate loan sizes, rigid repayment terms, and 

weak non-financial support, continue to raise questions about the depth and sustainability of 

microfinance-induced poverty reduction (Mokuolu, 2018). 

In Nigeria, microfinance has been promoted as a key strategy for poverty alleviation and financial 

inclusion through policies implemented by the Central Bank of Nigeria (CBN) aimed at expanding 

access to credit for low-income earners, farmers, and small-scale entrepreneurs (Mokuolu, 2018). 

Nevertheless, poverty remains widespread, particularly in semi-urban and informal economies, 

suggesting that access to microfinance alone may be insufficient without effective income and 

employment outcomes (Nwanna & Okeke, 2022). 

Lokoja, the capital of Kogi State, provides a relevant context for examining these issues. The city 

hosts a growing microfinance sector and a diverse range of micro and small enterprises, petty 

trading activities, and informal businesses that rely heavily on microfinance services for startup and 

working capital (Kabir, 2018; Onuka, 2021). Yet, despite the increasing availability of microfinance 

services, many residents continue to experience income insecurity and financial vulnerability. This 

raises a critical empirical question: to what extent do microfinance services in Lokoja reduce 

poverty through income generation and job creation, and which of these mechanisms is more 

effective? 

Accordingly, the objective of this study is to empirically examine the impact of microfinance on 

poverty reduction in Lokoja, Kogi State, with specific emphasis on the relative roles of 

microfinance services, income generation, and job creation. Using cross-sectional survey data and 

econometric analysis, the study assesses whether poverty reduction among microfinance 

beneficiaries is driven primarily by increased income, employment creation, or broader access to 

financial services. By addressing this question, the study contributes localized empirical evidence 

to ongoing debates on the effectiveness of microfinance mechanisms and provides policy-relevant 

insights for enhancing poverty alleviation strategies in Nigeria. The remainder of the paper is 

structured as follows: literature review, methodology, results and discussion, conclusion, and 

recommendations. 

REVIEW OF LITERATURE 

Theoretical Framework 

This study is anchored on the Poverty Alleviation Theory, developed by championed by Sen (1999) 

and further supported by Yunus (2006) and Sachs (2005). The theory emphasizes the role of 
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financial resources and economic empowerment in reducing poverty. Yunus, the founder of the 

Grameen Bank and a pioneer of microfinance, argued that providing small-scale financial services 

to low-income individuals enables them to engage in productive activities, generate income, and 

break the cycle of poverty. The theory suggests that access to credit, savings, and other financial 

services empowers disadvantaged individuals to improve their livelihoods, leading to long-term 

economic stability. 

Microfinance aligns with this theory as it provides financial support to small-scale entrepreneurs, 

particularly in developing countries such as Nigeria, where access to traditional banking services is 

limited. Through microfinance institutions, individuals can obtain small loans to start or expand 

businesses, enhance household incomes, and invest in education and healthcare, thereby fostering 

economic growth and social development (Chikwira, Vengesai, & Mandude, 2022). However, 

while microfinance has the potential to alleviate poverty, challenges such as high-interest rates, 

loan defaults, and financial illiteracy often limit its effectiveness (Ngong, Thaddeus, & Onwumere, 

2022). This study will evaluate how well microfinance institutions in Lokoja, Kogi State, align with 

the Poverty Alleviation Theory by assessing their role in improving income levels, employment 

opportunities, and overall economic well-being. 

Empirical Literature 

Microfinance, Income Generation, and Poverty Reduction 

A substantial body of empirical literature suggests that microfinance contributes to poverty 

reduction primarily through income generation and improved financial capacity. Mohammed and 

Jallah (2025) found that financial inclusion, microcredit, and micro-savings significantly reduced 

poverty among SME owners in Abuja, emphasizing income growth as a key transmission 

mechanism. Similarly, Adebisi, Ajala, and Zannu (2024), using time-series data for Nigeria, 

reported that microcredit and lower interest rates were associated with reductions in poverty levels, 

reinforcing the importance of income-enhancing financial access. Hussaini (2023) also observed 

that microfinance loans positively influenced income levels when utilized for business expansion, 

although high interest rates constrained long-term benefits. 

At the enterprise level, several studies document positive income and performance effects of 

microfinance services. Odumusor and Idor (2025) found that access to credit and savings 

mobilization significantly improved small-scale enterprise performance in Delta State, while 

Kayode et al. (2024) reported that microfinance bank services enhanced MSMEs’ sales growth in 

South-West Nigeria. Eke, Ozabor, and Iriogbe (2024) further confirmed that microcredit, savings 

mobilization, and payment services significantly supported SME growth in Edo State. Evidence 

from outside Nigeria also supports these findings; Dharmawansa and Madhuwanthi (2023) showed 

that micro-savings, insurance, and training significantly enhanced SME growth in Sri Lanka, 

although microcredit alone was not sufficient, suggesting that complementary services matter for 

sustained income generation. 

Despite these positive outcomes, some studies highlight mixed or conditional effects. Aiyedun 

(2024) found that while microfinance loans provided financial relief and enabled investment in 
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education, they also imposed repayment burdens that could offset income gains. These findings 

indicate that income effects are sensitive to loan conditions, interest rates, and borrowers’ financial 

literacy. 

Microfinance and Job Creation Effects 

The evidence on microfinance-induced job creation is more mixed. Edem and Ozigbo (2024) 

demonstrated that group lending and women-targeted microfinance programs significantly 

influenced both income generation and job creation in Abuja, suggesting that institutional design 

plays a critical role in employment outcomes. Zannah et al. (2024) similarly reported that 

microfinance banks contributed positively to entrepreneurial productivity and self-employment in 

Yobe State, with implications for job creation and poverty reduction. 

However, other studies report weaker employment effects. Lawal, Olorunlambe, and Adebayo 

(2023) found that microfinance banks in Ilorin West had an insignificant impact on SME 

establishment and expansion, limiting their contribution to employment generation. Ayobami et al. 

(2023) also observed that microfinance banks did not significantly influence SME growth in 

Osogbo, despite meeting standard lending criteria. These findings suggest that while microfinance 

may support self-employment, its capacity to generate broader employment opportunities remains 

limited, particularly where loan sizes are small and repayment terms are restrictive. 

Institutional and Operational Constraints in Microfinance Delivery 

A growing strand of literature emphasizes that institutional and operational constraints shape the 

effectiveness of microfinance interventions. Oyasor (2024) identified strict qualification 

requirements, high interest rates, and low financial literacy as key barriers limiting the growth and 

sustainability of SMEs in Kwara State. Sunday, Abdullahi, and Idris (2024) similarly highlighted 

staffing limitations, loan repayment challenges, and weak institutional capacity as major constraints 

facing microfinance banks in Abuja. 

Beyond Nigeria, Kakama et al. (2025) documented comparable challenges among small-scale 

fisheries in Africa, including lack of collateral, limited financial literacy, and geographical barriers 

to accessing financial institutions. These constraints underscore the importance of non-financial 

services, such as training, advisory support, and digital financial inclusion, in enhancing the 

developmental impact of microfinance. 

While short-run evidence largely supports the poverty-reducing potential of microfinance, some 

studies raise concerns about its long-term effectiveness. Chikwira, Vengesai, and Mandude (2022), 

using a VECM approach, found that microfinance increased poverty in the long run due to 

inefficient fund utilization, even though SMEs and agricultural growth reduced poverty over time. 

This finding contrasts with the predominantly positive short-term evidence and highlights the risk 

of misallocation and weak monitoring mechanisms. 

Existing studies converge on the view that microfinance can contribute to poverty reduction, 

particularly through income generation and self-employment. However, divergence remains 
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regarding the magnitude and sustainability of job creation effects, as well as the role of institutional 

design and loan conditions. These unresolved issues are especially pronounced in semi-urban 

contexts, where informal enterprises dominate economic activity. 

Gap in Literature 

Although a substantial body of literature has examined the relationship between microfinance and 

poverty reduction in Nigeria, important analytical gaps remain unresolved. Existing studies 

generally agree that microfinance has the potential to improve economic outcomes for low-income 

populations; however, there is limited consensus on the specific mechanisms through which 

microfinance reduces poverty. In particular, the relative effectiveness of income generation versus 

job creation as pathways for poverty alleviation remains empirically unclear. 

Several studies emphasize income growth as the primary channel through which microfinance 

influences poverty reduction (Mohammed & Jallah, 2025; Adebisi et al., 2024), while others 

highlight employment creation and enterprise expansion as critical outcomes (Edem & Ozigbo, 

2024; Zannah et al., 2024). Conversely, some evidence suggests that microfinance interventions 

may yield weak or even adverse long-term effects when loans are inefficiently utilized or 

constrained by institutional weaknesses (Chikwira et al., 2022). These mixed findings point to an 

unresolved analytical debate regarding which dimensions of microfinance interventions most 

effectively translate into sustained poverty reduction. 

Moreover, much of the existing literature either examines microfinance services in aggregate or 

focuses on broad national or urban samples, with limited disaggregation of microfinance outcomes 

into distinct economic mechanisms. As a result, there is insufficient empirical evidence that directly 

compares the poverty reduction effects of microfinance-induced income generation and job creation 

within a single analytical framework. This limitation restricts the ability of policymakers and 

practitioners to design targeted interventions that maximize the developmental impact of 

microfinance programs. 

Against this backdrop, the present study addresses this analytical gap by empirically examining the 

impact of microfinance on poverty reduction through income generation and job creation, using 

cross-sectional survey data from Lokoja, Kogi State. By explicitly testing the relative contribution 

of these mechanisms, the study contributes to ongoing theoretical and policy debates on the 

effectiveness of microfinance as a poverty alleviation strategy, while providing context-specific 

evidence from a semi-urban Nigerian economy. 

METHODOLOGY 

This study adopts a cross-sectional survey research design to examine the impact of microfinance 

on poverty reduction in Lokoja, Kogi State. Lokoja was selected due to its strategic commercial 

importance, arising from its location at the confluence of the Niger and Benue rivers and its role as 

a hub for trade, informal enterprises, and small-scale economic activities. These characteristics 

make the city particularly suitable for analyzing microfinance outcomes in a semi-urban Nigerian 

context. 
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Population, Sample Size, and Sampling Technique 

The study population comprises microfinance beneficiaries in Lokoja, including small business 

owners, traders, artisans, and other low-income earners who have accessed services from registered 

microfinance institutions. Based on records obtained from local MFIs and the Kogi State branch of 

the National Association of Microfinance Banks (NAMB), the estimated beneficiary population 

was approximately 5,000 as of 2023. The Taro Yamane (1967) formula was applied to determine 

the sample size at a 5 percent margin of error: 

𝑛 =
𝑁

1 + 𝑁𝑒2
 

𝑛 =
5000

1 + 5000(0.05)2
≈ 370 

Accordingly, a sample size of 370 respondents was adopted. A simple random sampling technique 

was employed to ensure equal selection probability and to minimize sampling bias. 

Data Collection and Measurement of Variables 

Primary data were collected using structured questionnaires administered through Google Forms, 

which facilitated efficient distribution, response tracking, and data management. The questionnaire 

captured information on microfinance services, income generation, job creation, and poverty-

related outcomes. 

Poverty reduction was measured using self-reported Likert-scale indicators reflecting changes in 

respondents’ economic well-being, including perceived improvements in income adequacy, ability 

to meet basic needs, financial stability, and overall living conditions. The use of self-reported 

poverty indicators is consistent with microfinance and development studies where objective income 

or consumption data are difficult to obtain, particularly among informal-sector participants. While 

such measures may be subject to perception bias, they provide valuable insights into beneficiaries 

lived experiences and perceived welfare outcomes, which are central to assessing microfinance 

effectiveness at the household level. 

All Likert-scale items were coded from 5 (Strongly Agree) to 1 (Strongly Disagree), while binary 

responses were coded as Yes (1) and No (0). 

Conceptualization of Variables and Theoretical Linkage 

Guided by poverty alleviation theory and the capability approach, this study conceptualizes 

microfinance services as the primary intervention that enhances individuals’ productive capacity 

and economic opportunities. Income generation and job creation are treated not merely as 

independent correlates, but as key mechanisms through which microfinance influences poverty 

reduction. Specifically, access to microfinance services is expected to facilitate enterprise 

expansion, increase income flows, and support self-employment or employment creation, which in 

turn improve household welfare and reduce poverty. 
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Accordingly, poverty reduction (PR) is modeled as a function of microfinance services (MS) and 

the economic outcomes they generate, namely income generation (IG) and job creation (JC). This 

specification allows for an empirical assessment of the relative contribution of these mechanisms 

to poverty reduction, thereby addressing the unresolved analytical debate identified in the literature. 

Model Specification and Data Analysis 

Data analysis was conducted using descriptive statistics, correlation analysis, and multiple 

regression techniques. The functional and econometric models are specified as follows: 

Functional Model: 𝑃𝑅 = 𝑓(𝑀𝑆, 𝐼𝐺, 𝐽𝐶)       1 

Econometric Model: 𝑃𝑅𝑡 = 𝛼0 + 𝛽1𝑀𝑆𝑡 + 𝛽2𝐼𝐺𝑡 + 𝛽3𝐽𝐶𝑡 + 𝜇𝑡    2 

Where PR represents poverty reduction; MS denotes microfinance services (including loans, 

savings, and financial inclusion); IG refers to income generation; JC represents job creation; α₀ is 

the intercept; β₁–β₃ are the estimated coefficients; and μₜ is the stochastic error term. 

Ethical Considerations 

The study adhered to ethical research standards by ensuring voluntary participation, respondent 

anonymity, confidentiality of responses, and the use of collected data strictly for academic 

purposes. 

RESULTS AND DISCUSSION OF FINDINGS 

Table 1: Socio-economic Characteristics of Respondents 

Variable Category Frequency Percentage (%) 

Gender Male 140 37.8 
 Female 230 62.2 

Age Group 18–25 years 199 53.8 
 26–35 years 116 31.4 
 36 years and above 55 14.8 

Marital Status Single 273 73.8 
 Married 46 12.4 
 Divorced 51 13.8 

Educational 

Qualification 
No formal education 58 15.7 

 Primary education 20 5.4 
 Secondary education 29 7.8 
 Tertiary education 263 71.1 
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Variable Category Frequency Percentage (%) 

Occupation Students 156 42.2 
 Self-employed 83 22.4 
 Employed 73 19.7 
 Salaried employees 58 15.7 

Monthly Income (₦) Below 20,000 122 33.0 
 20,000–50,000 74 20.0 
 50,001–100,000 121 32.7 
 Above 100,000 53 14.3 

Source: Researcher’s computation using SPSS, 2026 

Table 1 shows that females (62.2%) constitute the majority of respondents, reflecting the strong 

participation of women in microfinance programs. Most respondents are young, with 85.2% aged 

under 35 years, and predominantly single (73.8%), indicating that microfinance services in Lokoja 

primarily attract young, economically active individuals. The high proportion of respondents with 

tertiary education (71.1%) suggests a relatively educated beneficiary base. Students and self-

employed individuals form the dominant occupational groups, while income distribution indicates 

that most respondents fall within the low- to middle-income bracket, underscoring the relevance of 

microfinance in supporting financially vulnerable populations. 

Microfinance Services Usage 

Table 2: Microfinance Services Usage of the Respondents 

Items Options Freq. (%) 

Have you accessed microfinance services 

before? 

No 73 19.7 

Yes 297 80.3 

Total 370 100.0 

How long have you been using microfinance 

services? 

1 – 3 years 96 25.9 

4 – 6 years 65 17.6 

Less than 1 year 191 51.6 

More than 6 years 18 4.9 

Total 370 100.0 

What type of microfinance services have you 

accessed? 

Business advisory 

services 

50 13.5 

Financial training 78 21.1 

Loans Savings 158 42.7 

Non 25 6.8 

Savings 30 8.1 

Savings and deposit 

services 

29 7.8 

Total 370 100.0 
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How frequently do you utilize microfinance 

services? 

Frequently 56 15.1 

Occasionally 149 40.3 

Rarely 114 30.8 

Very often 51 13.8 

Total 370 100.0 

Items Options Freq. (%) 

What is the main reason for using microfinance 

services? 

Business expansion 75 20.3 

Business startup 100 27.0 

Personal financial needs 170 45.9 

Nil 25 6.8 

Total 370 100.0 

Source: Researcher’s computation using SPSS, 2026 

Table 2 shows that 80.3% of respondents have accessed microfinance services, indicating 

substantial penetration of MFIs in Lokoja, while 19.7% reported no access. A majority of users 

(51.6%) have utilized microfinance services for less than one year, suggesting a recent increase in 

participation, whereas only 4.9% have engaged with MFIs for more than six years. 

Loans and savings dominate service usage, accounting for 42.7% of responses, followed by 

financial training (21.1%) and business advisory services (13.5%). Despite high access, utilization 

remains moderate, as 40.3% of respondents use microfinance services occasionally and 30.8% 

rarely, compared to 28.9% who reported frequent or very frequent usage. 

Regarding motivation, 45.9% of respondents accessed microfinance primarily for personal financial 

needs, while 27.0% and 20.3% used the services for business startup and expansion, respectively. 

These statistics suggest that microfinance in Lokoja plays a dual role by addressing immediate 

financial needs while also supporting entrepreneurial activities. 

Table 3: Responses on the Impact of Microfinance on Poverty Reduction 

Questions Mean Std. Dev 

Microfinance services have improved my standard of living. 3.35 1.100 

Access to microfinance has helped me afford basic necessities such as 

food, healthcare, and education 
3.77 .880 

Microfinance loans have enabled me to start or expand my business, 

leading to increased income. 
3.53 1.232 

Microfinance programs have reduced my financial dependency on other 

individuals. 
3.56 .970 

My participation in microfinance programs has enhanced my ability to 

manage financial risks and unexpected expenses 
3.55 1.273 

Source: Researcher’s computation using SPSS, 2026 

Table 3 indicates a moderate positive impact of microfinance on poverty-related outcomes among 

respondents. Improvement in standard of living recorded a mean score of 3.35 (SD = 1.10), 
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suggesting overall agreement, though with notable variation in individual experiences. The 

strongest impact was observed in access to basic necessities, which recorded the highest mean score 

of 3.77 (SD = 0.88), indicating that microfinance has been particularly effective in supporting 

essential household needs. 

Microfinance-enabled business startup or expansion recorded a mean of 3.53 (SD = 1.23), reflecting 

generally positive income effects, albeit with greater dispersion across respondents. Similarly, 

reduced financial dependency (mean = 3.56; SD = 0.97) suggests increased economic independence 

among beneficiaries. The ability to manage financial risks also showed a positive mean score of 

3.55, though with a relatively high standard deviation (SD = 1.27), indicating uneven outcomes 

likely influenced by differences in loan size, financial literacy, and utilization patterns. 

Table 4: Access and Effectiveness of Microfinance Services 

Questions Mean Std. 

Dev. 

I have easy access to microfinance services in my locality 3.58 1.290 

The loan application and approval process in microfinance institutions are 

simple and flexible 
3.17 1.288 

Microfinance institutions offer loan amounts that meet my financial needs 2.89 1.419 

The repayment terms of microfinance loans are affordable and manageable 2.83 1.042 

I receive adequate financial training or business support from microfinance 

institutions 
2.98 1.037 

The interest rates charged by the microfinance institutions I have access to are 

fair and reasonable 
2.95 1.240 

Source: Researcher’s computation using SPSS, 2026 

Table 4 shows that respondents generally perceive access to microfinance services as relatively 

easy, with a mean score of 3.58 (SD = 1.29), suggesting that physical or geographical access is not 

a major constraint. However, perceptions of operational effectiveness are more moderate. The 

simplicity and flexibility of loan application procedures recorded a mean of 3.17 (SD = 1.29), 

indicating mixed experiences among beneficiaries. Respondents expressed dissatisfaction with the 

adequacy of loan amounts (mean = 2.89; SD = 1.42) and repayment terms (mean = 2.83; SD = 

1.04), implying that loans may be insufficient and repayment conditions challenging. Similarly, 

financial training and business support (mean = 2.98; SD = 1.04) and the fairness of interest rates 

(mean = 2.95; SD = 1.24) were rated below the neutral benchmark, reflecting concerns about the 

cost of borrowing and limited non-financial support. Overall, the findings suggest that while access 

to microfinance in Lokoja is relatively widespread, challenges related to loan adequacy, repayment 

conditions, and institutional support may constrain its effectiveness in reducing poverty. 

Tables 5: Microfinance institutions and Income Generation 

 Mea

n 

Std. 

Dev. 

Microfinance loans have helped me start or expand my business 3.32 1.186 
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My income has increased since accessing microfinance services. 3.19 1.270 

Microfinance support has enabled me to purchase necessary business tools and 

equipment 
3.16 1.170 

I am able to save a portion of my earnings due to financial support from 

microfinance institutions 
3.63 1.129 

My financial stability has improved due to access to microfinance services 3.25 1.159 

Microfinance institutions provide financial education that helps me manage and 

grow my income. 
3.11 1.076 

Source: Researcher’s computation using SPSS, 2026 

Table 5 indicates that respondents generally perceive microfinance as moderately supportive of 

income generation. Microfinance loans were reported to help start or expand businesses (mean = 

3.32; SD = 1.19), while income growth since accessing services scored slightly lower (mean = 3.19; 

SD = 1.27), reflecting uneven impact across beneficiaries. The provision of business tools or 

equipment also showed mild agreement (mean = 3.16; SD = 1.17). Notably, respondents reported 

the highest benefit in their ability to save, with a mean of 3.63 (SD = 1.13), indicating improved 

financial resilience. Overall financial stability was moderately enhanced (mean = 3.25; SD = 1.16), 

while financial education support scored 3.11 (SD = 1.08), suggesting that microfinance contributes 

to income management but that literacy and training support could be strengthened to maximize 

long-term benefits. 

Table 6: Microfinance institutions and Job Creation 

 Mean Std. 

Dev. 

Microfinance support has enabled me to employ additional workers in my 

business 
2.94 .991 

The availability of microfinance services has contributed to job opportunities in 

my community 
3.39 .968 

Microfinance loans have helped me to create self-employment for myself 3.52 1.248 

My business has expanded enough to provide stable employment for others 3.00 1.064 

Microfinance institutions offer training that enhances employment opportunities 3.40 1.090 

Access to microfinance has reduced unemployment among small business 

owners in my area 
3.71 1.243 

Source: Researcher’s computation using SPSS, 2026 

Table 6 reveals that respondents perceive moderate positive effects of microfinance on job creation 

in Lokoja. While support for employing additional workers scored the lowest (mean = 2.94; SD = 

0.99), reflecting the small scale of most businesses, broader community-level impacts were stronger. 

Respondents agreed that microfinance contributes to local job opportunities (mean = 3.39; SD = 

0.97) and self-employment (mean = 3.52; SD = 1.25), highlighting its role in empowering 

individuals economically. Business expansion sufficient to provide stable employment for others 

received a neutral mean (3.00; SD = 1.06), suggesting limited large-scale job creation. Non-

financial support, such as training, was valued (mean = 3.40; SD = 1.09), while the highest score 

indicated a strong perception that access to microfinance has reduced unemployment among small 
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business owners (mean = 3.71; SD = 1.24). Overall, microfinance is seen as an effective tool for 

fostering self-employment and reducing informal unemployment, even if broader workforce 

expansion remains constrained by small business size. 

Correlation Analysis 

The correlation analysis explores the strength and direction of the relationships between poverty 

reduction (PR) and the three independent variables: microfinance services (MS), income generation 

(IG), and job creation (JC). All correlations are measured using Pearson’s correlation coefficient. 

Table 7: Correlation Matrix Result 

 PR MS IG JC 

PR 
Pearson Correlation 1    

Sig. (2-tailed)     

MS 
Pearson Correlation .605** 1   

Sig. (2-tailed) .000    

IG 
Pearson Correlation .902** .672** 1  

Sig. (2-tailed) .000 .000   

JC 

Pearson Correlation .752** .623** .893** 1 

Sig. (2-tailed) .000 .000 .000  

N 370 370 370 370 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: Researcher’s computation using SPSS, 2026 

The correlation analysis shows that all independent variables, microfinance services (MS), income 

generation (IG), and job creation (JC), are positively and significantly associated with poverty 

reduction (PR) among respondents in Lokoja. The relationship between poverty reduction and 

microfinance services is moderately strong (r = 0.605, p < 0.01), indicating that greater access to 

loans, savings, and financial inclusion is linked with improved living conditions. Income generation 

exhibits the strongest correlation with poverty reduction (r = 0.902, p < 0.01), highlighting the 

critical role of increased earnings from business expansion or self-employment in alleviating 

poverty. Job creation also shows a strong positive relationship (r = 0.752, p < 0.01), suggesting that 

microfinance-facilitated employment, whether through self-employment or hiring, substantially 

enhances financial stability and well-being. Overall, these results emphasize that microfinance’s 

effectiveness in reducing poverty in Lokoja operates largely through boosting income and 

employment opportunities. 

Regression Analysis 

This section presents the regression analysis results, which examine the relationship between 

microfinance services (MS), income generation (IG), and job creation (JC) with poverty reduction 

(PR) in Lokoja, Kogi State. The regression analysis provides insight into the strength and 

significance of these variables in influencing poverty reduction, presented in Table 8. 
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Table 8: Regression Estimation Result 

Variable Coeff. Std T-stat Prob. VIF Remark 

MS 0.275 0.049 5.555 0.000 4.963 Significant  

IG 0.968 0.043 22.265 0.000 5.538 Significant 

JC 0.011 0.033 .327 0.744 1.832 Not significant 

Adj R2 0.827      

DW 1.932      

F-stat Prob.      

588.313 .000b      

Source: Researcher’s computation using SPSS, 2026 

The regression results show that microfinance services (MS) have a significant positive impact on 

poverty reduction, with a coefficient of 0.275 and a p-value of 0.000. This indicates that for every 

unit increase in microfinance services, poverty reduction improves by 0.275 units. The finding 

aligns with Financial Inclusion Theory and prior studies (e.g., Mohammed & Jallah, 2025), 

emphasizing that access to loans, savings, and financial support directly enhances beneficiaries’ 

living standards and reduces financial vulnerability. 

Income generation (IG) exhibits a very strong and highly significant effect on poverty reduction, 

with a coefficient of 0.968 and a p-value of 0.000. This suggests that each 1-unit increase in income 

generation yields a 0.968-unit reduction in poverty. This result is consistent with Poverty 

Alleviation Theory and previous empirical findings, underscoring that microfinance-driven income 

growth, through business expansion or self-employment, is a key pathway to improved livelihoods 

and reduced poverty. 

Job creation (JC), however, was not statistically significant, with a coefficient of 0.011 and a p-

value of 0.744. While theory suggests that employment generation should reduce poverty, this 

finding indicates that in Lokoja, microfinance impacts poverty more directly through income 

enhancement rather than through the creation of new jobs. Several contextual factors may explain 

this outcome: Most beneficiaries operate micro or small businesses that are often family-run and 

labor-intensive rather than labor-extensive. These businesses may increase household income 

without necessarily hiring additional workers, limiting measurable job creation effects. Also, a 

significant proportion of enterprises in Lokoja operate in the informal sector, where labor practices 

are flexible and casual, making formal job creation difficult to capture statistically. Lastly, 

microfinance may enhance income quickly through working capital and productive investment, 

whereas job creation is often a slower process that depends on business expansion beyond 

subsistence levels. 

These explanations suggest that while job creation remains theoretically important, its measurable 

impact in semi-urban and microenterprise contexts may be weaker than the immediate effect of 

increased income per household. This contrasts with studies in larger urban centers or more 

industrialized settings (e.g., Edem & Ozigbo, 2024), where microfinance interventions more 

directly generate employment opportunities. 
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The overall model demonstrates a strong fit, with an Adjusted R-squared of 0.827, indicating that 

approximately 82.7% of the variation in poverty reduction is explained by the combined effects of 

MS, IG, and JC. The F-statistic of 588.313 (p = 0.000) confirms that the model is statistically 

significant, and the Durbin-Watson value of 1.932 indicates no serious autocorrelation in the 

residuals. Multicollinearity was not a concern, as VIF values for MS (4.963), IG (5.538), and JC 

(1.832) were all below the threshold of 10, confirming that the independent variables are 

sufficiently independent. 

The findings highlight that microfinance reduces poverty primarily by enhancing access to financial 

services and income generation, rather than through job creation in the local context. This 

underscores the need for policymakers and microfinance institutions to focus not only on expanding 

employment opportunities but also on strengthening mechanisms that directly increase household 

income and entrepreneurial productivity. 

DISCUSSION OF FINDINGS 

The findings indicate that microfinance services, particularly loans, savings, and financial inclusion 

initiatives, significantly enhance beneficiaries’ economic well-being in Lokoja. Consistent with 

Financial Inclusion Theory, access to these services expands opportunities for income generation, 

consumption smoothing, and asset accumulation. In the semi-urban context of Lokoja, many micro-

enterprises are small-scale, family-run, or informal, allowing loans and savings to directly increase 

household income without necessarily generating formal employment. This highlights that 

microfinance in Lokoja primarily operates through improving personal income and financial 

autonomy, rather than creating widespread jobs, reflecting the unique characteristics of local 

economic activities. 

Income generation emerged as the strongest predictor of poverty reduction, underscoring its role as 

the primary mechanism through which microfinance alleviates economic hardship. This aligns with 

findings from Mohammed and Jallah (2025) and Zannah et al. (2024), while also reflecting Lokoja-

specific factors: most beneficiaries apply microfinance funds directly to small-scale trading, 

artisanal work, or agricultural activities, producing immediate gains in household consumption and 

living standards. Conversely, job creation, although positively correlated with poverty reduction, 

was not statistically significant, contrasting with studies in larger urban centers (e.g., Edem & 

Ozigbo, 2024). This discrepancy likely stems from the informal nature of local enterprises, the 

prevalence of family labor, and the relatively short time frame for microfinance to expand 

businesses enough to create measurable employment. 

Contextual barriers further shape these outcomes. High interest rates, rigid loan terms, and limited 

non-financial support, such as business training and financial literacy programs, constrain the 

capacity of beneficiaries to fully utilize microfinance for sustainable poverty reduction. These 

challenges echo prior studies (Kayode et al., 2024; Adebisi et al., 2024) and underscore the need 

for tailored interventions in semi-urban and informal-sector settings. Overall, the study 

demonstrates that in Lokoja, microfinance reduces poverty primarily by boosting income 

generation and self-employment, with job creation playing a secondary, longer-term role, providing 
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actionable insights for policymakers and microfinance institutions seeking to maximize local 

economic impact. 

Conclusion 

This study demonstrates that microfinance services in Lokoja, Kogi State, reduce poverty primarily 

by enhancing income generation and supporting self-employment, while job creation plays a less 

immediate role. Loans, savings, and financial training were found to directly improve beneficiaries’ 

financial autonomy, household welfare, and access to basic needs. The study highlights that the 

effectiveness of microfinance is context-dependent, shaped by factors such as the informal nature 

of local enterprises, limited business support, and repayment constraints. Empirically, the findings 

suggest that microfinance contributes to poverty alleviation most effectively when it facilitates 

personal income growth, confirming the central tenets of Poverty Alleviation Theory and extending 

prior evidence from urban contexts to a semi-urban setting. 

Policy Recommendations 

Based on these findings, policymakers and microfinance institutions should prioritize strategies that 

strengthen the impact of microfinance on income generation: 

1. Expand accessibility through branch expansion, mobile banking, and digital platforms to 

reach underserved populations. 

2. Enhance financial literacy and business support, equipping borrowers with skills to manage 

finances effectively and grow micro-enterprises. 

3. Revise loan terms and interest rates to reduce financial strain and improve repayment 

sustainability. 

While these recommendations are informed by the study’s empirical evidence, their broader 

applicability to other regions or urban contexts should be approached cautiously. Future research 

could explore longer-term impacts of microfinance on job creation and business scaling in semi-

urban and rural Nigerian communities. 

REFERENCES 

Adebisi, A. O., Ajala, O. A., & Zannu, S. M. (2024). Impact of microcredit on poverty reduction 

in Nigeria. GVU Journal of Management and Social Sciences, 9(1), 28–37. 

Aiyedun, O. A. (2024). Impact of microfinance on poverty alleviation: A case of rural banks in 

Nigeria. International Journal of Academic Research and Development, 9(5), 32-38. 

Allen, F., Demirgüç-Kunt, A., Klapper, L., & Martinez Peria, M. S. (2016). The foundations of 

financial inclusion: Understanding ownership and use of formal accounts. Journal of 

Financial Intermediation, 27, 1-30.  



African Journal of Social and Behavioural Sciences (AJSBS) 

Volume 16, Number 1 (2026) ISSN: 2141-209X 

A Double-Blind Peer Reviewed Journal of the Faculty of Social Sciences, Imo State University, Owerri, Nigeria.   284 

Aluko, T. O., Bayai, I., & Enwereji, P. C. (2024). The impact of government microfinance 

program on poverty alleviation and job creation in a developing economy. Public and 

Municipal Finance, 13(1), 30-40. 

Ayobami, K. A., Olaleye, O. O. P., Oluremia, O. O. I. M., & Fideliac, O. N. (2023). Impact of 

Nigeria Police Force Microfinance Bank on the Sustainable Growth of Small and Medium 

Enterprise in Oshogbo Metropolis. Ilorin Journal Of Administration And Development, 

7(2), 13 -26. 

Chikwira, C., Vengesai, E., & Mandude, P. (2022). The impact of microfinance institutions on 

poverty alleviation. Journal of Risk and Financial Management, 15(9), 393. 

Dharmawansa, A. D., & Madhuwanthi, R. A. M. (2023). Analyzing the impact of micro finance 

institutes on the growth of SMES with special reference to Kurunegala district in Sri 

Lanka. Journal of Management, 18(2). 

Edem, E., & Ozigbo, N. (2024). Microfinance banks interventions on poverty reduction: a study 

of selected microfinance banks in Abuja, Nigeria. Abuja Journal of Business and 

Management, 2(4). 

Eke, R. I., Ozabor, L. O., & Iriogbe, C. B. (2024). Impact of microfinance bank on growth of 

small and medium scale enterprises. American Research Journal of Economics, Finance 

and Management, 12(4), 1-15. 

Hussaini, M. (2023). Microfinance Banks and Sustainable Poverty Reduction in Nigeria: 

Microfinance Banks and Sustainable Poverty Reduction in Nigeria. International Journal 

of Economics and Development Policy, 6(1), 111-120. 

Kabir, N. F. (2018). A study on the impact of entreprenuership development on youth 

empowerment in Lokoja metropolis, Kogi state (Doctoral dissertation, Department of 

Business Management, Salem University). 

Kakama, G. A., Pétursson, J. G., Kristófersson, D. M., Ibengwe, L. J., & Tómasson, T. (2025). 

Role of Microfinance to Improve Livelihoods of Small Scale Inland and Coastal Fisheries 

Communities in Africa. In Handbook of Sustainable Blue Economy (pp. 1-26). Cham: 

Springer Nature Switzerland. 

Kayode, Y. A., Joseph, A. D., Samuel, O. A., & Peter, O. A. (2024). Microfinance banks services 

and sales growth of micro, small and medium enterprises (MSMES) in south-west, 

Nigeria. Journal of the Management Sciences, 61(6), 269-287. 

Khan, A. A., Khan, S. U., Fahad, S., Ali, M. A., Khan, A., & Luo, J. (2021). Microfinance and 

poverty reduction: New evidence from Pakistan. International Journal of Finance & 

Economics, 26(3), 4723-4733. 



African Journal of Social and Behavioural Sciences (AJSBS) 

Volume 16, Number 1 (2026) ISSN: 2141-209X 

A Double-Blind Peer Reviewed Journal of the Faculty of Social Sciences, Imo State University, Owerri, Nigeria.   285 

Lawal, A. T., Olorunlambe, G. A., & Adebayo, S. K. (2023). Impact of microfinance banks on the 

growth of small and medium scale enterprises: evidence from Ilorin west local 

government, Kwara state. Polac International Journal Of Economic And MGT Science 

(Pijems), 9(2), 118 – 128. 

Mohammed, E. O. N., & Jallah, M. K. (2025). Empowering Communities through Microfinance 

Services: Analyzing the Impact on Poverty Reduction in FCT Abuja. Fudma Journal of 

Management Sciences, 6(2), 219- 238 

Mokuolu, J. O. (2018). Microfinance banks: antidote to poverty alleviation in Nigeria: case study 

of Ekiti state, Nigeria. European Journal of Economic and Financial Research. 

National Association of Microfinance Banks (NAMB) (2023). https://nambnigeria.org/  

Ngong, C. A., Thaddeus, K. J., & Onwumere, J. U. J. (2022). Microfinancial inclusion nexus 

poverty alleviation: the case of Nigeria. Journal of Economic and Administrative 

Sciences, 38(4), 581-601. 

Nwanna, I. O., & Okeke, I. C. (2022). Microfinance Credit and Poverty Alleviation in Nigeria 

(2008 to 2019). IIARD International Journal of Banking and Finance Research, 8(1), 49-

60. 

Obadire, A. M. (2022). Analysis of the impact of microfinancing on poverty alleviation in 

Nigeria. Journal of Financial Risk Management, 11(3), 648-657. 

Odumusor, C. J., & Idor, R. M. (2025). Effect of Micro Finance Bank Services on the 

Performance of Small-Scale Businesses in Delta State: A Study of Selected Businesses. 

International Journal of Innovative Science and Research Technology, 10(2), 1286- 1293. 

Onuka, O. I. (2021). Microcredit and poverty alleviation in Nigeria in COVID-19 

pandemic. Asia-Pacific Journal of Rural Development, 31(1), 7-36. 

Oyasor, E. I. (2024). Impact of microfinance bank on the growth and sustenance of SMES: a case 

study of Kwara state. International Journal of Social and Educational Innovation 

(IJSEIro), 326-339. 

Sachs, J. D. (2005). The end of poverty: Economic possibilities for our time. Penguin Press.  

Sen, A. (1999). Development as freedom. Oxford University Press.  

Singh, A. S., & Masuku, M. B. (2014). Sampling techniques & determination of sample size in 

applied statistics research: An overview. International Journal of Economics, Commerce 

and Management, 2(11), 1–22.  



African Journal of Social and Behavioural Sciences (AJSBS) 

Volume 16, Number 1 (2026) ISSN: 2141-209X 

A Double-Blind Peer Reviewed Journal of the Faculty of Social Sciences, Imo State University, Owerri, Nigeria.   286 

Sulaiman, A. S. Amana, A. L., Abbah, E. I. J., & Ibrahim. A. A., (2024). Effect of microfinance 

bank services on the growth of micro enterprises in north central Nigeria. NSUK Journal 

of Management Research and Development, 9(3),  

Sunday, J. D., Abdullahi, M. S., & Idris, O. (2024). Role of Micro Finance Banks in Promoting 

Small and Medium Scale Enterprises in the Federal Capital Territory, Abuja, 

Nigeria. Journal of Public Administration, Policy and Governance Research, 2(4), 77-86. 

Yunus, M. (2006). Banker to the poor: Micro-lending and the battle against world poverty. 

PublicAffairs. 

Zannah, M., Sani, A., Geidam, J. M., Kalli, F. B. A., Ahmad, F. B., & Tahir, A. A. (2024). Role 

of Microfinance Banks in the Economic Development of Nigeria: A Yobe State 

Approach. Fane-Fane International Multi-Disciplinary Journal, 8(3 DECEMBER), 71-

90. 

 


