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Abstract 

 
Poverty is a deficiency in political, social and economic resources. This is caused by lack of employment, capital to establish 
businesses to earn income, cultural factor, tradition and religion. Women are supposed to be players in assisting their 
households and in economic growth and development of any nation. Unfortunately, they are prevented as a result of poverty. 
Microfinance institutions were established for the past decades to help women in fulfilling their dreams of getting out of poverty. 
These programs of microfinance institutions have expanded across the globe, to provide the financial needs of poor women 
who do not have the capacity to access funds from traditional banks. This has been possible due to the intervention of non-
governmental organization and support of governments. This support contributes to economic growth and development of their 
households, communities and the country at large. The main aim of this study is to examine poverty alleviation in Northeast 
Nigeria, mediation of performance and the moderating effect of microfinance training. Based on the findings of the literature 
review and the need for more studies, a conceptual framework was developed to test this relationship. Welfare theory will be 
used to explain the relationship among the constructs in the conceptual model.  
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1. Introduction 
 
Poverty is the inability of an individual to have access to credit facilities, own a piece of land, lack of education, poor 
healthcare services, voicelessness, social exclusion, natural disasters, exposure to external economic shock and 
violence (Yekini et al., 2013). Poverty is seeing sons and daughters dying in your presence and you cannot save them 
due to lack of resources (Mcferson, 2010). People who are poor suffer from lack of good drinking water, healthcare, food, 
nutrition and education. They do not have the ability to develop their skills and capabilities to give their children a better 
life and mostly end up dying early as a result of diseases that are preventable (Alston & Shepherd, 2009). 

Studies have shown that half of the world population is women who account for over 70% of those people living in 
poverty (Maghadam, 2005).In order to support poor women to get out of poverty, microfinance was introduced in Latin 
America and South-East Asia (and later spread all over the world) to provide financial services to the poor people. But 
modern day microfinance began in 1976 in Bangladesh, after the hard-fought civil war of 1971 for the liberation of the 
country, and famine in 1974. This can be traced back to Muhammad Yunus in 1976 (Aghion & Morduch, 2003).  

Evidence has shown that microfinance has contributed in changing livelihoods of poor women and made poverty 
reduction possible in Nigeria and other parts of the world (Abiola & Oyeleye, 2012; Devi, 2013; Mahmood, Hussain & 
Matley, 2014; Omoro, 2013; Omar, Noor & Dahalan, 2012; Schuler, Hashemi, Riley & Akhter, 1996). Others have shown 
a negative relationship between microfinance and poverty alleviation (Almamum, Hassan & Rana, 2013; Clement & 
Terande, 2012; Yusuf, Shirazi & Ghani, 2013). Additionally, some studies indicated a mixed relationship between 
microfinance and poverty alleviation (Karlan & Zinman, 2010; Rooyen, Stewart & Dewet, 2012; Karlan & Valdivia 2011). 
This shows that there is conflicting results in the literature which suggest that more studies need to be carried. Therefore, 
this study will introduce performance as a mediator in the relationship between microfinance and poverty alleviation and 
training as a moderator in the relationship between microfinance and performance of women microentrepreneurs. 

Literature has also considered the different combination of microfinance factors (e.g. Olu, 2009; Girabe & Mwakaje, 
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2013 used credit and savings; Flavius & Aziz, 2011 used credit and social network; Aziz, 2012 used credit, savings and 
insurance. Supervision as a microfinance factor has been neglected by previous study to the best of my knowledge. 
Therefore, a contribution of this study is the inclusion of the variable supervision jointly with credit, savings as 
independent variables.  

The aim of this study is to investigate poverty alleviation in the Northeast Nigeria, mediation of performance and 
the moderating effect of microfinance training. The direct and indirect relationship between microfinance and poverty 
reduction will be investigated. This paper comprises of the concept of poverty, microfinance, effect of microfinance on 
poverty alleviation, performance, training, conceptual framework, underpinning theory and conclusion. 
 
2. Literature Review 
 
This section looks at the various explanation of poverty, effect of microfinance on poverty, performance, training, 
proposed conceptual framework, underpinning theory. 
 
2.1 Poverty 
 
Poverty is a well known pronounced denial of means of livelihood such as basic necessities like food, housing, drinkable 
water, clothes, access to good education, health services, jobs which are very vital in enhancing human capital and social 
wellbeing (Khandker & Haughton, 2009). Richard and Sonja (2008) opined that poverty is not only restricted to lack of 
access to material resources or things, but rather includes; the inability of the individuals or people to have access to 
good education, healthcare delivery, involvement in key decision making and exposure to external situations. In a similar 
vein Mamoh (2005) opined that “poverty is a multi-dimensional phenomenon related to inadequacy or lack of social, 
economic, cultural and political entitlements.”Although, there is lack of agreement on what poverty is and how to measure 
poverty, previous studies have shown that measurement of poverty depends on the use of income, because most 
national governments and development agencies adopt the concept of income approach to poverty for all the assessment 
and poverty reduction strategy or policies (Garba, 2002 and Maxwell, 1999). Oriole (2009) argued that using income 
alone in the welfare assessment is not enough. The reasons are that there are different forms of denial experience of 
those living in poverty that are not adequately treated in the income assessment. These gave the basis upon which some 
scholars and national government measure or assess poverty based on their understanding of what poverty is in their 
own environment.  

Therefore, new measures of complex situations were incorporated into the income measurement for better 
understanding. These consist of non – income measurement like powerlessness and isolation, sickness and physical 
weakness, welfare or basic necessities, social inferiority, humiliation and empowerment (Maxwell, 1999; Hulme and 
Mosley, 1996; Oshewolo, 2010). Therefore, poverty can be measured using welfare and empowerment in this study. 
 
2.2 Microfinance 
 
“Microcredit” and “microfinance” are concepts that are used in place of one another. The terms will be used 
interchangeably. Rouf (2012) defined microfinance as an institution established to meet the microcredit needs of the poor 
people in the society or the nation, by providing cheap credit to create and maintain businesses for the purpose of 
generating income to improve their wellbeing and the society at large. Karlan and Goldberg (2007) opined that 
microfinance is the supply of small loans and other services like savings, remittance, transfer and insurance to those who 
cannot have access to traditional banking service. Microfinance takes care of the financial needs of the poor, small 
farmers, sack employees, relocated persons, pensioners, widows, divorcees and small businesses (Omar, Noor & 
Dahalan, 2012). Khan and Noreen (2012) defined microfinance as another kind of banking that gives access to financial 
services and non financial services to individuals with small or no income and those without work or job. Girabi and 
Mwakaje (2013) observed that microfinance is the process of making available different financial services to the poor who 
do not have access to the formal financial system in the form of credit, savings, deposits, insurance and money transfers. 
In a nutshell, microfinance can be referred to as the issuance of small loans and other financial services to those who 
cannot get it from the traditional banks.  

 
2.3 Effect of microfinance on poverty alleviation 
 
Credit helps poor women to solve their problem of liquidity and carry out investments in agriculture, trades and business, 
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boast income levels, create and increase employment at the household level and hence alleviate poverty (Adugna & 
Hieldhues, 2000; Mahmood, Hussain & Matley, 2014). Literature has shown that there is a relationship between 
microfinance and an increase in income and growth in Gross Domestic Product (Alhassan & Akudugu, 2012, Abraham & 
Balogun, 2012; Jegede, James & Hamid, 2011; Bebezuk & Haimovich, 2007). Bebezuk and Haimovich (2007) concluded 
that the increase in income normally raised the labor hours worked as compared to those who do not have microcredit by 
4.8 times in both Bolivia and Guatamela and 4.5 times in Haiti. In another study, it was discovered that microfinance does 
not alleviate income poverty (Shirazi & Ghani, 2013).  

Other studies discovered microfinance to improve consumption and per capital expenditure (Baktiari, 2006; Mawa, 
2008; Afelunini & Wasowei, 2012). Farias and Farias (2010) concluded that microfinance providers in developed nations 
cannot sustain the microloans to the poor nations due to high level of consumption and the quest for the developed 
nations to maintain their high standard of living. On a contrary, Karlan and Zinman (2010) concluded that having access 
to credit do not lead to increase in profit of the businesses and household consumption. 

Evidence has also shown credit to have significant impact on the increase in income and subsequent improvement 
in healthcare, food and nutrition, provision of water, education and shelter (Kumar, Bohra & Johari, 2010; Abiola & 
Oyeleye, 2012; Yahaya, Osemene & Abdulraheem, 2011). In another studies, Coleman (1999); Marr (2004) and 
Robinson (2001) opined that credit did not have any significant impact on education, health, food and physical assets 
accumulation and empowerment. This is because women ended up in a vicious cycle of debt, as the credit collected is 
used for consumption not on an investment. The studies concluded that credit is not an effective tool for assisting the 
poor women to improve their economic situation and that the poor are poor due to lack of access to markets, unequal 
distribution of land and price shock.  

Using gender empowerment as an impact indicator, studies argued that microcredit has a negative impact on 
women empowerment (Goetz & Gupta, 1994; ILO, 1999; Almamun, Hassan & Rana, 2013). Goetz and Gupta (1994) 
concluded that access to credit does little to empower women. This is because the beneficiaries are unable to pay 
because they are affected by natural disasters such as float, sickness and drought (Gibson, 1999). Other studies argued 
that microcredit has a positive empowerment impact on women (Rahman, 1999; Kabeer, 2003). Hashemi, Schuler, Riley 
and Akher (1996) and Kabeer (2003) concluded that there is positive impact of credit on reduction in domestic violence 
and women empowerment. 

The difference in conclusion in the literature in connection to influence of credit access may be as a result of 
variation in the methods adopted for measuring impact (quantitative or qualitative), failure to control for selection bias and 
the difference in views as to what kinds or types of changes is to be regarded as positive impact. 
 
2.4 Performance 
 
It is very difficult to define performance in the world of business. This is because performance can be seen from two 
viewpoints, from the entrepreneur and the small business. But this study is more concern with the microentrepreneur 
performance. Performance can be said to be the indicator for the assessment of firms, individuals, organizations and 
groups (Lucky, 2011). It shows the current strength and weakness of a person or item or organization that is measurable. 
It shows the true financial situation of an individual, business, companies, and firms and gives data about individuals, 
corporate bodies, firm’s failures and successes at a given period of time (Murphy, et al. 1996).  

To measure entrepreneur performance the following factors can be considered; growth, efficiency, size, market 
share, profit, liquidity, failure/success and leverage (Murphy et al. 1996). Chew and Sharma (2005) also considered the 
following factors in measuring performance; internal liquidity, efficiency, profitability, leverage and human resource 
effectiveness. In a similar vein, Ruzzier, Hisrich and Antocic (2006) considered growth of sales and profitability as a 
measure of performance. Ekpe, Mat, and Razak, (2011) found out that individual characteristics and environmental 
factors are important to entrepreneurial activities of women. Also Ekpe, (2010) observed that there is a relationship 
between credit and women entrepreneur performance. In a similar vein Ekpe, Mat and Razak (2013) in another study 
concluded that skill acquisition and access to loan was relevant to women entrepreneur performance, but the acquisition 
of skills does much better in enhancing sales performance in Nigerian women entrepreneur. Cheston and Kuhl (2002) 
and Martin (1999) opined that microcredit contributed greatly in empowerment of women. Even though, the 
empowerment of women is not frequent and occurs differently in different women. Provision of strong financial base for 
women will contribute to the economic development of their households and the society. Some women only need access 
to credit to put them on a good footing on their way to empowerment. It was also concluded that microfinance factors 
have a strong positive relationship with women entrepreneurs’ performance in Kenya and Ghana respectively (Cheston & 
Kuhn, 2002; Peter, 2001; Mahmood, Hussain & Matley, 2014). Paul, Nyaga and Karoki (2013) concluded that the 
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relationship between legislative and legal factors and women entrepreneur performance is negatively correlated. This 
shows that legal and legislative factors are too harsh on women business owners or entrepreneurs. Kanayo, Fajumare 
and Nancy (2013) also found out that it is difficult for microenterprises to be sustainable due to the small nature of the 
loan, high cost of running the business and gain from operating them is too small to warrant making profit to improve 
business performance. The study concluded that microcredit institutions have liquidated as a result of bad loan 
repayment default, rising cost of administration and lack of qualified management. 
 
2.5 Training 
 
Women entrepreneur needs training to assist in growing their businesses, manage their finances, sales and administer 
their business in general. Providing training to the women will assist and contribute to the soundness of their businesses 
and sustainability (Porter &Nagarajan, 2005). Training is a very important factor necessary for women entrepreneurs who 
are involved with the microfinance as a result of their low background in educational (Ibru, 2009). The product of 
education is the prior experience or knowledge acquired that guaranteed readiness for entrepreneurial activity (Shane, 
2003). Even though in united state of America and other developed nation’s women entrepreneurs do not have prior 
experience in business (Gatewood et al. 2004). Similarly, in underdeveloped nation’s women entrepreneurs also do not 
have prior experience in business because they do not have formal paid jobs (Brana, 2008). Past studies agreed with the 
fact that most of the beneficiaries of microfinance lack specialized skill and training and this hinders them from making 
better utilization of microcredit (Karnani, 2007; Paul, Nyaga & Karoki, 2013). Almamun et al. (2010) observed that 
emphasis most be given to the provision of most suitable development programs and training to assist the poor 
households to know how to use credit in the process of generating income and investment in their new businesses. 
 
2.6 Proposed conceptual framework 
 
Below is the proposed research framework for this study. 
 
Figure 3.1 Conceptual framework 
  

 
 
Microfinance will provide credit, savings and supervision services to women microentrepreneurs. The poor women will 
use the credit to establish and manage their businesses to generate income or profit. The income realized will be used to 
provide basic needs to their households. In addition, training will be provided by microfinance to women businesses in 
order to improve or enhance performance. This proposed conceptual framework is for future study.  
 
2.7 Underpinning Theory 
 
Welfare means a situation whereby an individual or groups are doing well or rather it is an individual wellbeing or interest 
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or good (Atkinson, 1999). It is also the sum of individual, household or the community well being (Fleming, 1952). It is the 
achievement of individuals and families basic needs. This shows that welfare is subject to change within a given period 
and to some extend rely on the income level or and having employment (Eurobarometer, 2007). Welfarist theory is 
conceptualized on the idea of provision of credit to the poor and the social effect of the credit on their livelihood by the 
microfinance (Hermes, Lensink & Meesters, 2011). The welfarist gave emphasis on microloan as a medium or channel 
for the reduction of poverty of individual households and the community at large (Omoro, 2013). Robinson (2001) opined 
that microcredit is provided to the poor to borrow at a low interest rate which is below the interest rate determined by the 
market forces of demand and supply. Congo (2002) add that microcredit performance are being assessed using 
households studies on whether their income has increased, productivity, assets, savings, expenditure on food 
consumption and other services like healthcare and education and empowerment. 
 
3. Conclusion  
 
Poverty in Nigerian women has reached an alarming rate most especially in the Northeast. This is due to social, cultural, 
economic and religious factors. Microfinance institutions were established to provide financial services to the poor women 
who do not have access to traditional banks, to assist in reducing poverty. Women who received credit need to be trained 
in the nature of businesses to do and how to manage their businesses finances and market their products. This has not 
received much attention by the microfinance institutions in Nigeria. In addition, women microentrepreneurs need 
supervision on the businesses they do and on the payment of credits in order to avoid default. The proposed conceptual 
framework is for future study. 
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