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Preamble

Alhamdulillah. Indeed, all Praise is due to Allah. We
praise Him and seek His help and forgiveness. We seek refuge in
Allah from our souls’ evils and our wrong doings. He whom
Allah guides, no one can misguide; and he whom He misguides,
no one can guide. Glory is to You, O Allah, and Praise is to You.
I thank Allah for guiding me to attain the position of a Professor
of Finance in 2017. Alhamdulillah robbil aalameena.

This inaugural lecture titled Money Matters in All
Matters is the 245"in the series of Inaugural Lecture in the

1



University. The first, second, and third inaugural lectures from
the Faculty of Management Sciences were delivered by Prof. U.
Gunu, Prof. J. O. Adeoti and Prof. S. B. Isiaka of the Department
of Business Administration titled, What Matters Now: Change
Masters; Everything is Business and Business is Everything;
and Motivation Makes Monitoring and Supervision Easy on
9" February, 2023; 20™ April, 2023 and 20™ July, 2023
respectively. This present inaugural lecture is the fourth from the
Faculty of Management Sciences, and the first inaugural lecture
from the Department of Finance and, coincidentally, by the first
Professor of Finance from the Department and the University of
llorin at large. In the old Faculty of Business and Social
Sciences, eleven inaugural lectures were delivered before the
creation of Faculty of Management of Sciences. Alhamdulillahi
Robil Alaamina. | thank the Vice-Chancellor Professor, W. O.
Egbewole, SAN, for approving today’s inaugural lecture.

The dormant idea of this inaugural lecture received a
boost after | was invited by Prof. R. A. Lawal sometime in
March, 2023 when he inquired about my inaugural lecture. It
was his push that culminated in today’s inaugural lecture. I thank
him so much for his guidance and encouragement.

Mr. Vice-Chancellor, | started my formal education at
Local Education Authority (LEA) School, Kastina Road,
Kaduna. | was later moved to Offa to complete my primary
education at Ansaru-Ud-Deen Primary School, Offa in 1975. |
proceeded to Government Secondary School, Agbaja, now in
Kogi State for my West Africa School Certificate, in 1980. |
trained as a teacher at Kabba Teachers’ College, Kabba, now in
Kogi State between 1981 and 1982. | later proceeded to Kwara
State College of Education where | studied Geography and
Economics, and graduated in 1987. | earned my B.Sc.
Economics and M.Sc. Banking and Finance in 1991 and 1994
respectively from Bayero University, Kano. | taught in primary
and secondary schools at various times before | moved to Lagos
to work in some Finance Houses. | was later employed by Prof.
S.0O. Abdulraheem in 2001 as an Assistant Lecturer. | received



unquantifiable support for the job from Prof. R. A. Lawal, Alhaji
Jimoh Abdulbaki, and Dr. A. Abdulraheem. May Allah (SWT)
reward all of them abundantly. | rose through the ranks to the
position of Professor of Finance in 2017. Alhamdulillahi Robil
aalameena.

Concept and History of Money

Money is difficult to define, partly because it fulfills not
one but three functions, each of them providing a criterion of
““moneyness’’ (i) a unit of account, (ii) a medium of exchange,
and (iii) a store of value (Jhinghan, 2011). Scitovsky (1972)
points to the difficulty in defining money, yet gives a wide
definition of money. Coulborn (cited in Jhingan, 2011) defines
money as the means of valuation and of payments, as both the
unit of account and generally acceptable medium of exchange.
This definition is wide because it includes concrete money such
as gold, cheques, coins, currency notes, bank drafts, etc. It also
includes abstract money which is the vehicle of our thoughts of
value, price and worth. This wide definition led Hicks (cited in
Jhingan, 2011) to define money by its functions: anything is
money which is used as money; money is what money does.

Economists have, however, defined money in legal
terms, i.e. ‘anything which the state declares as money is
money’. Such money possesses general acceptability and the
legal power to discharge debts. People may not accept legal
money by refusing to sell goods and services against the
payment of legal tender money. By the same token, they may
accept some things which circulate freely as money which
cannot legally be defined as money in discharge of debts. Such
things include cheques and notes issued by deposit money banks.
Therefore, besides legality, there are other determinants which
make a thing to serve as money (Jhingan, 2011), such as the
condition of Nigeria during the Naira redesign when some items
like food, cloth, detergents, etc, used as money were not legal
tenders.



Place of Money in Finance

Money allows us to meet the traditional basic needs,
such as food (including water), shelter, clothing and medical
care. Meeting these basic needs of life is essential, and if we do
not have money to do so, our personal wellbeing, and the general
wellbeing of the society will suffer greatly. In Islamic law,
money is considered to have intrinsic value. Money is a measure
of the true worth, in Naira terms for instance, of an asset or
company based on an accurate assessment of fundamental
values. It is a medium of exchange or a unit of measurement,
but not an asset. Money must therefore be converted into a
commodity in order to be useful.

The process of creating, moving and using money is
FINANCE. Finance enables the flow of money through the
private and public institutions in such a way that it facilitates
global money flow. Thus, all the facets of the global economy
depend upon on an orderly process of finance. When some
elements of the finance process breaks down, companies go out
of business and the economy moves into recession (ljaiya and
Muritala, 2017). In Nigeria, for instance, whenever the world
price of oil falls in the world market, the country enters
recession, because oil is the major source of government revenue
(decline in government spending) (ljaiya, 2006; Oyewale,
2023). Thus, the inability of private or public entities to generate
enough money to finance their operations puts the cooperating
entities in serious financial problem. Therefore, money is raised
to finance business, government and bank activities to prevent
them from possible collapse. (Lawal, Abdullahi, and ljaiya,
2012; ljaiya, Jimoh and Abdulbaki, 2014; Muritala, ljaiya,
Adekunle, and Abidoye, 2017; Lawal, Amogu, Adeoti and
ljaiya, 2017; Muritala, ljaiya and Afolabi, 2020)

Subsidies issues are mainly Money matters. Subsidy is a
direct or indirect payment or privilege granted by government to
private firms, households, or governmental units to afford
consumption and production of some products or goods. Thus,
subsidy reduces government revenue/money that would have
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been used to finance critical infrastructural and social facilities.
Thus, to provide more money for government to meet her
statutory obligations, subsidies that government cannot control
should be removed. For instance, the Nigerian government
cannot control the present Petrol subsidy regime because of the
obvious leakages. Therefore, the subsidy has been be removed to
finance government critical infrastructural and social facilities to
improve the standard of living.

Besides, excess money in circulation is a problem and
shortage of money in circulation is also a problem to businesses
and government. That is why Government uses both fiscal and
monetary policies (ljaiya and Muritala, 2017) to refine their
expenses and return businesses and the country back to
equilibrium in order to ease the hardship citizens’ face.(Ijaiya
and ljaiya, 2004; ljaiya, Bello, ljaiya, and Usman; Kolawole,
ljaiya, Sanni, and Aina, 2019).

Thus, Money matters in governance, private life,
businesses, housing, livelihood, education, health, rural
development, agriculture, banking, insurance, etc. (ljaiya,
Olabisi and Adigun, 2013; ljaiya, Sanni, Jonathan and Mefolere,
2015; ljaiya, Sanni, Oke, and Olarenwaju, 2017; Lawal and
ljaiya, 2007; Muritala, ljaiya, and Adeniran, 2017; Muritala,
ljaiya, Afolabi and Yinus, 2020; Ishola, 2023).

Modern Theories of Finance and Wealth Creation

The modern theory of finance could be traced back to
the work of Modigliani and Miller (1958) who argued that
financing decisions cannot have any effect on the firm’s value
and by extension the wealth of shareholders if the market is
perfect and there are no taxes and growth. A detailed analysis of
the theory was provided by Simkowitz (1972) who stated that the
modern finance theory argues that any artificial partition of the
benefit stream should have no material effect on the worth of the
firm and consequently on the wealth of the owners. However,
Barton, Hill and Sundaram (1989) views investment as the
springboard for wealth creation, because financial managers
essentially maximise wealth of shareholders via generation of
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returns which are in most cases more favourable than what is
obtainable from other alternative opportunities. The implication
is that companies are being financed through external sources
such as debt and equity shares, among others, and appropriate
mixture of debt and equity financing creates more wealth for the
shareholders in form of enhanced value (Tahir, Ullah and
Mahmood, 2015; Abogun, Olaniyi, ljaiya, and Fagbemi, 2020).
In other words, investment policies of firms should at least bring
about the returns equal to the overall cost of capital measured by
the investors’ rate of returns. The returns generated are then
distributed to the funds providers as interest on debt and as
dividend to shareholders or retained future investment that
creates capital gains (Abdulkadir, ljaiya, Baffa, 2012;
Abdulkadir, ljaiya, Baffa, 2013; Ibitoye and ljaiya, 2021).
Whether the residual income is distributed as dividend or
retained for future investment depends on the ability of the
management to increase or sustain investor returns through a
continual search for investment opportunities and proper
composition of the Board of Directors to improve the wealth of
the shareholders (Oke, Sanni and ljaiya, 2019). In a nutshell,
modern theory of finance emphasises wealth creation via
investment. Wealth creation further requires the identification,
finance and implementation of socially profitable investments
through a continuous learning process (Wilkerson & Williams
2011; ljaiya, Sanni, Amujo and Suleiman, 2014)

Another theory of Finance propounded by Robsin
(1952); Patrick (1966) and Demetriates and Hussein (1966) is on
the demand following hypothesis which postulates that financial
progress accompanies economic expansion. In other words,
demand for financial services increases as real economy grows.
The growth in the economy will lead to new financial institutions
and markets (financial development) to meet the growing
demand for financial services. However, the inflow of
remittances, foreign aid and foreign direct investment, if
carefully utilised, can also lead to an expansion in the financial
development of a country as well as reduce poverty(ljaiya and
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ljaiya, 2004; Guiliano and Ruiz-Arranz, 2005; Olaniyan, 2019;
Kolawole, 2020; Babaita, 2021; Ibrahim, 2022; and Olawumi, 2022).
Remittances have proven to be capable of influencing
the wealth creation of the receiving nation (Akanle, Kayode, &
Abolade, 2022) in creating wealth when migrants’ funds are sent
back home for setting up investments or businesses. The
remittances are mostly channelled through formal means,
whereby banks are able to extend banking services or products
and proceed further with other investment opportunities to
recipients who may be unaccustomed with banking and create
adequate financial intermediation (financial deepening).
Empirical evidence suggests that households receiving
remittances accumulate more wealth in the form of physical
assets through increasing permanent income used for business
empowerment, improvement in wellbeing, reducing poverty of
the recipients and serving as protection against possible hardship
from negative income shocks ( ljaiya and ljaiya, 2004; Ajayi,
ljaiya, ljaiya, Bello, ljaiya and Adeyemi, 2009; Olaniyan, ljaiya
and Kolapo, 2022; Afolabi, 2023; Ibrahim, Iljaiya, and
Abdullahi, 2021; Brown, Connell and Jimenez-Soto, 2013).
Mr. Vice-Chancellor, we can see why Money Matters in all
Matters. My further exposition will buttress this age-long
dictum, as suggested in a Yoruba proverb, “Owo ni ti oun ko ba
si nilé, ko si imoran” i.e. “money is core to planning and
strategic management”
Money Matters in Social Inclusion and Rural Development
Social inclusion is the process of improving the terms in
which individuals and groups take part in the society. In Nigeria,
industries and other social overhead entities like infrastructures
and social services are concentrated in the urban centres to the
detriment of the rural areas where majority of Nigerians reside,
with perhaps not less than 70% of the total population. The
inadequacy of rural infrastructure is even more profound in the
provision of banking services, and the CBN noted that the bulk
of money in circulation is in the rural areas. (Soyode and
Oyejide, 1975; Nwanko, 1980; Okigbo, 1981; Ojo and
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Adewumi, 1982). The reasons for this neglect include low
income of rural dwellers that limits their saving ability, lack of
collateral securities, poor infrastructural facilities, such as roads,
water, electricity, durable buildings and lack of quality personnel
(Olashore, 1979 and ljaiya, 2010).

This neglect has led to the social seclusion and under-
development of the rural areas. Murphy (1965) noted the
differences in the spending habits of urban and rural areas in the
early 1960s even at similar income levels, as those living on
farms had lower incomes, yet they saved more than other
families in the urban areas on the average. This supports the
findings of the CBN that rural areas have more untapped deposit
than the urban areas. Based on this assertion, ljaiya (2008)
provided a forecast of the amount of rural bank deposits that
could be mobilised from the rural areas and deployed to
guarantee an increase in rural bank credits. The pooled deposits
should be accessed by the rural dwellers alone. This would
improve their economic activities and attract more people and
public/social services to the rural areas, decongest urban centres
and consequently improve rural social inclusion and rural
development in Nigeria.

Money Matters in Social Security

Social security is defined as any programme of social
protection established by legislation, or any other mandatory
arrangement, that provides individuals with degree of income
security when faced with contingencies of old age, survivorship,
incapacity, disability, unemployment or rearing children. In
Nigeria, the pension system was initially based on the defined
benefit. Otherwise known as pay-as-you-go, that is mostly
unfunded. It is financed by the immediate contributions on
current earnings of the workers where government promises to
pay benefits to those contributors when they are eligible for
pension. However, due to competing financial needs of
government, the money is used to meet immediate government
needs. This has brought a lot of hardship to pensioners in areas
of financing their medicals, payment of housing bills, feeding,
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etc. This has made government to embrace defined contribution
pension system where the contributions are invested rather than
spent and the accumulated fund is used to finance workers’
pension. (See Pension Reform Act, 2014).The advantage of
defined contribution plans over the defined benefits is the
valuable tax benefits. Besides, employees have more control
over their investment choices. (ww.forbes.com/retirement;
www.csus.edu) However, if government is given exclusive or
favoured access to the funds, many of these benefits may be lost.
It has been suggested that government should not force the fund
managers to invest in public securities alone, and government
should allow only prudent companies and joint ventures for the
management of the funds, while government continues to act as
regulator and moderator (ljaiya, 2009). Money matters in
Social Security because social security benefits are funded by a
dedicated payroll tax paid by employees and employers.

Money Matters and Social Equilibrium

A system is said to be in social equilibrium when there is
a dynamic working balance among its interdependent parts. Each
sub-system will adjust to any change in the other sub-systems
and will continue to do so until an equilibrium is attained. The
attainment of social equilibrium requires the redistribution of
resources to take care of the marginalised group or segment of
the country. For example, the institution of Zakat, one of the
pillars of Islam, was created to ease the suffering of millions, and
bridge the gap between the rich and the poor, eliminate social
conflict, establish social security and reduce poverty within the
society. The Federal Government of Nigeria’s expenditure on
subsidies, social infrastructure (education, health, housing, etc),
anti-poverty programmes (Peoples Bank, MAMSER, National
Poverty Eradication programme, youth empowerment scheme,
rural infrastructure development schemes, social welfare services
scheme, National Social investment programme, etc), and
negative income tax, are to achieve equal distribution of income.
All these programmes, take huge amount of government budget


http://www.csus.edu/

and take prominent place in government profile expenditure in
order to achieve social equilibrium.

Besides, the distribution of infrastructure across the six
geopolitical zones in the country is to maintain social
equilibrium and arrest unrest and agitation that could put a clog
in the wheel of government activities. Government thus provides
money to finance social equilibrium to maintain peace and order.
Money matters in social equilibrium. Without money, social
equilibrium will be difficult to maintain. Thus, this informed our
calls for the allocation of more government spending for the
education, health, agriculture and other sectors of the economy.
(Usman and ljaiya, 2010; ljaiya, Bello and ljaiya, 200; ljaiya,
2006; ljaiya and Lawal, 2004).

Money Matters in Financial Literacy

Financial literary is the ability to understand and
effectively use financial skills, including personal financial
management, budgeting, and investing. When you are financially
literate, you have the foundation of a relationship with money
and it is a lifelong journey of learning. A financially literate
person would have the ability to make better financial decisions,
effectively manage money and debt, and is equipped to reach
financial goals, reduce unnecessary expenses through better
regulation, and have less financial stress and anxiety. The
information available in the financial market today is worrying
for two reasons: not only do adolescents and adults generally
lack an adequate financial background or understanding to
navigate today’s complex market, but, unfortunately, they also
generally believe that they are far more financially literate than is
really the case.

Therefore, financial literacy will assist us to spend our
little resources wisely because it impacts directly on our
expenses, wealth creation, and the economy at large. A
financially literate person will know that keeping billions of
Naira in a private account will not translate to investment that
will create wealth that is beneficial to all citizens. Besides,
several studies have also pointed to the fact those people that
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have higher financial literacy are more also likely to understand
the power of interest compounding, do better calculation and
plan well for their retirement, and serve as Board of Directors in
corporate firms (Oyediran and ljaiya, 2015; Oke, Sanni and
ljaiya, 2019). However, studies have shown that there is a low
level of financial literacy in the world. This has implication for
wealth creation and financial planning, which is a source of
concern. The United States of America is ranked 14" in the
global financial literacy ranking. Thus, the country has continued
to improve on her global financial literacy ranking through the
establishment of ‘Financial Literacy and Education’ in 2003 and
improved allocation to public schools, mandatory budget
allocation to public schools by states and local government. This
has imparted on the prudent management of the country’s
financial resources.

Nigeria is ranked 109" on the Global Financial Literacy
Ranking. The poor management of Nigeria’s financial resources
could partly be linked to our low financial literacy level.
Financial literacy report from CBN shows that most Nigerians
require training and information in financing concepts such as
long-term financial planning, budgeting financing products and
service, risk management, the financial security of their
dependents, and insurance. Thus, millions are looking for ways
to achieve financial independence and create wealth themselves.
Therefore for the country to continue to have a continuous
process of acquiring and increasing people with requisite
financial literacy, education, skills and experiences that are
crucial for economic and social development, government should
increase her budgetary allocation to the education sector at all
levels, the current budget allocation to education is too low
(ljaiya, Bello and ljaiya, 2003; ljaiya and Lawal, 2006; Usman
and ljaiya, 2010).

Evolution of Microfinance

The evolution of microfinance can be traced back to as
long as the middle of 1800s when the theorist Lycander Spioner
was writing on benefits of small credits to entrepreneurs and
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farmers as a way of getting people out of poverty. Many credit
groups had also been operating in many countries for several
years for example ‘chit funds’ (India); ‘tontines’ (West Africa;
‘Susus’ (Ghana), ‘pansanaku’ (Bolivia); ‘ajo, adashi, esusu’
(Nigeria). However, microfinance had a big impact after the end
of World War Il with the Marshall Plan. Today, the root of
microfinance is traced to 1970s with organisations such as
Grameen Bank of Bangladesh headed by the Microfinance
pioneer Muhammad Yunus. The 1970s witnessed the new wave
of microfinance initiatives with many new innovations in the
sector. Many pioneering enterprises began experimenting with
loaning to the underserved people (Krahen and Schmidt, 1974).

In Nigeria, Rural Finance Policy of the government is in
favour of the formal financial institutions, neglecting the
underserved poor. For instance, the objective of the government
in making resources and credit available to the agricultural sector
and rural economy are through the formal financial sector, as
evident in the establishment of such specialised development
financial institutions as, Nigeria Agricultural and Cooperative
Bank, and People’s Bank, directed/prescribed Sectoral credits,
concessionary interest rates in agricultural loans, rural banking
scheme and lending, etc.

However, these approaches did not achieve the desired
result because of low repayment of loans, corruption, high
transaction costs of packaging small loans, macroeconomic
challenges such as high interest rate, and natural factors like
drought/pets, erosion, floods, etc. all of which increase the risk
of lending to the rural dwellers (Ukpong, 1998). The above
background necessitates a fresh look at an alternative source of
credits consistent with the rural poor financial services. This
alternative is Microfinance. Microfinance is the extension of
very small loans (microloans) to the unemployed, poor
entrepreneurs and to others living in poverty who are not
considered bankable. These individuals lack collateral, steady
employment and a verifiable credit history and therefore cannot
meet even the most minimal qualifications to gain access to
traditional credit.
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Microfinance institution is classified into three types,
namely formal, semi-formal and informal.

Formal microfinance includes services provided by
public and private banks, insurance firms and finance companies
that are subject to central banking regulations and supervision.
Examples include People’s Bank; small scale industries scheme
and microfinance banks in Nigeria.

Semi-formal microfinance is defined as financial
services that fall between formal and semi-formal microfinance.
It is usually not regulated by banking authorities but it is subject
to supervision by government agencies where government
department supports them with funds, technical assistance and
policy guidance. Examples include credit unions, cooperative
societies (like we have in University of llorin) (see Aderibigbe,
2006, Akanji, 2001, Wilson, 2001, ljaiya, 2010).

Informal microfinance is an institution designed to
provide financial support and ancillary services to the very poor,
and intermediate between several such clients as farmers, traders,
business people, etc. (Braveman and Guaseh, 1986, Okafor,
2000; ljaiya, 2010). Examples include: (i) mutual lending
among friends and neighbours, (ii) Rotating Savings and Credits
Association (ROSCAs), and (iii) Accumulated Savings and
credits Association (ASCRAS).ASCRAs is a non-rotating
savings and group, where pooled funds are not necessarily
redistributed at once, but savings allow a broader cross-section
of members to contribute while poorer members contribute less
to the savings pool. Loans are made in demand but with a high
interest rate.

In the case of ROSCAs, there is a complete freedom, and
savings are given to members in turns, or special loans are
granted to members based on request. If a member’s turn comes
early, it is a credit mechanism; if it comes late, it is a saving
mechanism (early recipients realise a real net gain, while latter
ones incur a real net loss). There are three types of ROSCAS: (i)
Common ROSCAs on which the lender receives no special
consideration other than possibly getting the first fund, (ii)
Commission ROSCAs which pay leaders, who in turn may
assure liability for defaults, other participants pay to become
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members and receive less than amount they contribute; and (iii)
Promotional ROSCAs which is used by merchants to sell goods,
especially consumable durables. Loans are free in most common
and promotional ROSCAs and the amount received is equal to
the amount contributed. More sophisticated ROSCAs may
allocate funds on the basis of discount bids. This is common in
China, India, Thailand and some parts of West Africa. The
informal microfinance is built around the group concept, which
allows the poor to access financial services that have been
historically denied (Akanji, 2001, Aderibigbe, 2001, World
Bank, 2001, World Bank, 2004, lganig 2008, ljaiya, 2010;
ljaiya and Afolabi, 2017).

My Contribution to Knowledge in Money that matters in all
Matters

Mr. Vice-Chancellor, my contribution to knowledge is in
the area of access to finance specially on Microfinance and
Agricultural finance.
i). Microfinance and Economic Development

The inability of the rural areas to purvey formal financial
credit is a result of their low population densities, poor
infrastructure, policy and institutional problems, remote difficult
terrain small value of individual savings and loan transaction,
high cost of providing financial services, among others, making
it difficult for financial institutions to provide financial services
to the rural areas (Garuba 1988, Akanji, 2001 and World Bank, 1998).

Therefore, there is need for a financial institution,
different from the formal financial institution that would operate
within peculiarities of rural areas. In searching for alternatives to
finance the activities of rural areas, attention is increasingly
being paid to informal and semi-formal microfinance institutions
to meet small loans that are suitable for rural small business.
Based on this, ljaiya (2006) conducted a research on *‘informal
microcredit and economic activities in rural areas: A framework
for policy analysis’’. This study employed an analytical
framework to explain the significance of the informal
microcredit to the economic activities of the rural dwellers in
Nigeria. The study related informal microfinance to social
capital, which Ostrom (1995) (cited in World Bank, 1999)
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describes as a form of rudimentary insurance or banking for
people lacking fundamental assets like collateral for loans. A
successful informal micro-credit could create a sustainable
access to financial services (to micro-entrepreneurs in
agriculture, businesses, social services such as education,
housing, health, government programmes, if needed) to bridge
the gap between formal financial institutions and the people
without collateral (Berenbach and Guzman, 1992 Edgcomb and
Darton 1998). Thus, the basis of my research was to establish the
use of informal financial institution to provide sustainable access
to financial services by the rural dwellers in Nigeria. See Fig.1,
for the analytical framework that shows the interaction of the
rural dwellers with informal microcredit institutions.

Functions of the Informal Microfinance

o Credit facilities
e Savings facilities

e Insurance facilities

* Rotating savings and credits —> o Leasing facilities
associations (ROSCAS) known as £ N
“esusu” » Housing facilities
* Income
*  Money lenders o Warchouse Receipt ti
e Trade creditors / consumer credits P ienara fon
¢ Funds from Self-help groups, facilities *  Asset )
s Funds from Friends and relations . accumulation
unds from Friends and relations e Combat discases

* Job creation

s Secure donor fund

e Distribution of Relief
materials including
contingencies

* Social services

Figure 1: A Schematic Link between the Informal Microfinance
and Economic Activities by ljaiya (2010).
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The framework as depicted by the diagram shows the
linkage between the informal microfinance (independent
variables) and the economic activities measured in terms of the
volume of income realised (dependent variables). Put in another
way, the framework shows how the informal microfinance,
through its roles(credit facilities, saving facilities, insurance
facilities, leasing facilities, warehouse receipt facilities, housing
facilities, combating diseases like malaria, fever, blindness,
HIV/AIDS etc. relief materials, and provision of social
services), can improve the economic activities of rural dwellers.

The framework also indicates a feedback loop that
ploughs back the gains from the roles of the rural informal
microfinance in boosting economic activities. This feedback is
necessary if the activities of the informal microfinance are to be
sustained because it is assumed that as rural dwellers’ incomes
improve, they would return the amounts borrowed and also save
part of their earnings in the informal microfinance institutions to
keep the process moving. This process applies to all categories
of individuals that benefit from the institutions as they would
also return the amount borrowed and save part of their earnings
to enhance the sustainability of the institution. This process will
allow others to take loans from the pools thus boosting the
economic activities of all the rural dwellers. With this, a smooth
flow is established and maintained, thus ensuring a continuous
process of the operation of the informal microfinance and
enhancing the economic activities of rural dwellers.

The success of this interaction in the framework is based

on the following assumptions:

(1) that the informal microfinance would not use
concessional interest rates (often negative in real terms);

(i) that the informal microfinance will not favour only
agriculture but also rural economic activities, which
include non-farm activities;

(iii)  that the informal microfinance will not ignore or oppose
the creation of saving deposits, i.e. will provide saving
with real returns;
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(iv) that the informal microfinance will not implement costly
and inefficient service delivery mechanisms; and

(V) that the informal microfinance will favour long-term
loan that would allow rural dwellers to invest in long-
term productive activities.

Housing sector plays a critical role in a country’s welfare
because it affects not only the wellbeing of the citizenry but also
the performance of other sectors of the economy. The bulk of
the housing finance comes from commercial financial and
mortgage institutions. ljaiya, Lawal and Osemene (2014), in our
paper titled Microfinance and Mortgage Financing in Nigeria: A
Rural Experience, examined the impact of informal microfinance
on mortgaging financing in rural Nigeria. Using a multiple
regression analysis, our findings showed a positive relationship
between informal microfinance and housing finance in Offa
Local Government Area of Kwara State. The reasons established
for this finding is linked to the inability of the rural respondents
to get loans from the formal financial institutions to build their
houses because of the non-availability of mortgage lenders and
housing developers, and where they are available, their services
are unaffordable as they mostly focus on the middle and upper
market segment. The failure of government housing programme
is due to housing loans being inaccessible to the low income
because of high interest rates, dearth of long-term funds, absence
of secondary mortgage market, and inadequate branch network
of Primary Mortgage Institutions for easy disbursement from the
National Housing Fund. The difficulty in accessing land and title
to land is due to the shortcomings in the provision and
implementation of Land Use Act of 1978.These findings validate
those of earlier studies (Bolnick and Mitlin, 1999; Ferguson,
1999; Solares, 2007; Johnson and Morduch, 2008).Based on this,
the study recommended the establishment of a rural regulatory
body that would ensure quality of houses, remove risk involved
on purchase of land and security tenure. This step would
encourage members of the informal microfinance to invest more
on housing.
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Microfinance provides a promising platform to expand
health access and coverage for the rural poor that are mostly
farmers and also for the urban poor who are in the informal
sector of the economy through organised groups. Health in the
rural area is accessed through primary health and community
care which is the most visible and commonly used part of the
health system. ljaiya, ljaiya, Bello, Abdulkadir, ljaiya, Lawal,
and Salam (2011) carried out a research on Informal
Microfinance and Primary Healthcare in Ekiti LGA, Kwara
State. Using multiple regression analysis, it examines the impact
of informal microfinance on primary healthcare. The findings
indicated a positive relationship between informal microfinance
and primary healthcare in the Ekiti LGA of Kwara State.
However, poor funding that manifested in inadequate number of
health staff with skills appropriate to the health priorities of rural
areas, poor maintenance of equipment, inadequate drugs,
coupled with diminishing confidence in public sector health
facilities, rapid population growth, political instability, non-
existence of rural workforce policies and strategies as well as the
spartan living conditions in rural areas made health care services
inaccessible to the rural people. The study recommended regular
higher savings and prompt repayment of loans in order to sustain
the activities of informal microfinance, so that clients could have
more access to fund to meet their health needs.

Access to microfinance was viewed as one of the
practical strategies that could be implemented to attain the bold
ambition of the Millennium Development Goals (MDGs). In a
research conducted on Access to Microfinance and Millennium
Development Goals (MDGs): A Review of the Impact on
Developing Countries, ljaiya, Abdulkadir, Salam, Abdulraheem,
Abdullah and Ajayi (2016) observed that access to finance was
an important direct or indirect contributor to the achievement of
most of the goals in rural areas, because it reduced income
inequality and poverty of the rural poor which is the key goal of
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the MDGs. The study suggested that government action should
focus on institutions’ best practices for expanding and
mainstreaming sustainable microfinance in every facet of the
economy, in order to improve and sustain the achievement
recorded by the MDGs.

The traditional product of Microfinance Institutions
(MFIs) is credit provision and their main objective is to reach
more people and remain financially reliable and sustainable
through credit provision. This makes the microfinance
institutions to enjoy near-monopoly in the provision of financial
services most especially small credits to the wvery poor
entrepreneurs (Rhyne, 2001).However, Yaron (1994) argued that
to improve the financial viability and sustainability of MFlIs, the
institutions should develop new products that will not only
improve the institutions’ financial viability and sustainability but
also increase the customer base of the institutions. This position
caught our attention, because the Microfinance Policy
Framework of the CBN (2005) emphasised provision of financial
services to low-income households with little or no mention of
the non-financial services. Thus, ljaiya, Afolabi and Muri
(2016) carried out a study titled “Microfinance Institutions
Products and Microfinance Policy Framework in Nigeria: An
Addendum”. The paper suggested the inclusion of non-financial
products in order to improve the financial viability and
sustainability of the MFIs in Nigeria. These non-financial
products include disaster management, business development,
support for HIV/AIDS, civic education, vocational skills
acquisition, and capacity building of members and non-members
of the institution. Their inclusion will increase membership,
increase savings, increase loans, increase revenue, job creation
and asset accumulation. This is illustrated in the conceptual
framework in Figure 2.
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Fig. 2: Schematic Link between Microfinance Institutions’
Products and MFIs Growth in Nigeria by ljaiya, Afolabi and
Muri (2016).

Fig 2 shows the link between the products provided by
microfinance institutions and the growth of the institutions. It
shows how the financial products (loans, savings, insurance,
leasing, fund transfer, etc) and non-financial products (drugs for
HIV/AIDS patients, relief materials for disaster victims, support
for business development, advisory services, vocational skills
training and civic education) could enhance the sustainability
and growth of microfinance institutions in terms of increase in
their membership, savings, loans, revenue, job creation and asset
accumulation. The model also shows a feedback loop from the
outcomes (growth of microfinance institutions) to the
microfinance institutions and the financial and non-financial
products. The argument here is that as the microfinance
institutions introduce the financial and non-financial products, it
will boost/lead to increase in their membership, increase loans

6. Asset Accumulation
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provision, increase savings, increase revenue and jobs, and

improve assets accumulated by their customers which in the long

run would enhance the sustainability and growth of the MFls.

However, for this process to continue and be sustained, the

following are the underlying assumptions:

Q) that the microfinance institutions would not use
concessional interest rates (often negative in real terms);

(i) that the services provided by the microfinance
institutions would not be skewed towards financial
products alone;

(ili)  that the institutions would not adopt costly and
insufficient service delivery mechanisms; and

(iv) that the institutions would not negate the principles of
good corporate governance, such as abiding with rules,
process and procedures that guide the operations of the
institutions.

The rapid growth of the informal sector in the recent
years in most developing countries such as Nigeria has a number
of implications for the activities of the sector. However, the
stringent conditions attached to financial services (especially
loan) by the formal financial institutions make it difficult to
reach the poor segment of the population which constitutes the
largest proportion. This has popularised the attitude of the money
lenders, pawn brokers and rotating saving credit associations in
relation to their credit facilities. This situation led to our study on
Informal Financial Institutions and Poverty Reduction in the
Informal Sector of Offa Town, Kwara State: A case of Rotating
Savings and Credit Association (ROSCAS) (Yusuf, ljaiya and
ljaiya, 2009). The study used household data, p-alpha-the class
measure of poverty and a multiple regression analysis on 500
informal sector operators, who are members of ROSCAs in Offa
town. The findings showed that money received from ROSCAs
was spent on food, housing, (e.g rent), healthcare and business
activities thus meeting our a-priori expectations, while that spent
on asset accumulation, education, and insurance was inversely
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related to poverty reduction in the informal sector of Offa town,
thus contradicting our a-priori expectation.

The inability of most rural dwellers to have access to
formal specialised credit has made them to rely so much on the
informal microfinance. However, what was not clear is the
extent to which such finances had imparted on the wellbeing of
the rural dwellers. ljaiya, ljaiya and Atoyebi (2011) therefore,
examined the Influence of Informal Microfinance on Household
wellbeing: Evidence from Rural dwellers in Offa LGAs, Kwara
State. The survey was conducted in the rural areas of Igbo-Odun,
Adeleke, Igbonna, and Kere-Aje/Oga Kunrin in Offa LGA
(between November 2008 and March 2009) where 200
respondents were investigated. The data were analysed and
described with regard to the influence of informal microfinance
on household wellbeing. The result indicated that fund provided
as credit for consumption, housing and combating disease
improved the household wellbeing in the rural areas, thus the
more of these facilities the more the increase in the household
wellbeing of the respondents. The paper suggested that informal
microfinance institutions, especially the informal type, should
form a pressure group that would cut across age groups and
handle issues of defaulters and provide information about
members’ business and household situations. This would enable
rural dwellers have more access to informal microfinance credit
that would improve their wellbeing.

In one of our research efforts, ljaiya and Abdulmumin
(2021) examined the effect of Microfinance on Financial
Inclusion in Nigeria. The study used data from the CBN
Quarterly Economic Reports and the World Bank’s World
Development indicator from 2005 to 2018. An autoregressive
distributed lag framework was employed for the analysis of the
data. Our findings showed that microfinance deposits were
positively related to financial inclusion in Nigeria. This implies
that as microfinance deposit rises, financial inclusion increases
in the country and this is based on the closeness of the
Microfinance Banks outlets basically for the deposit collection.
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Inflation also had a positive significant impact on financial
inclusion. This shows that people wait until there is socio-
economic instability before they change their financial attitudes.
However, other such variables as microfinance loan, business
freedom and GDP were found to be insignificant. The study
recommended that the CBN should approve the establishment of
more agent banking outlets to increase deposit collection which
will in turn contribute to financial inclusion in Nigeria.

In Nigeria, rural dwellers have been identified to account
for a large share of the economic activities but they need
financial support for effective management and the process of
economic development (see Babalola, 1991; ljaiya, 2010; ljaiya
and Afolabi, 2017). The traditional providers of financial
support, most especially credit to the rural dwellers are the
informal sources, the result of the underdeveloped market (Wolz,
1999). Despite the fact that the traditional method of savings and
credits are compatible with rural dwellers, financial services are
still limited to only 20-50 percent of the population, and still
excluding many poor, non-poor and small micro enterprises.

This necessitated the investigation of Problems of
Informal Microfinance in Kwara South Senatorial district:
Implications for Rural Policy in Nigeria by ljaiya, ljaiya and
Atoyebi (2012). The study was conducted in some selected rural
areas of Ekiti, Irepodun and Offa Local Government Areas of
Kwara South Senatorial District in Nigeria where 600
respondents were investigated. The data were described and
analysed with regard to the implications for rural finance policy
in Nigeria. The result indicated that the problem of continuity,
small amount of loan, inability of informal microfinance to meet
all demands and provide term finance/loan limited the rural
dwellers’ access to credit. This implied that the rural dwellers
would not be able to optimise their total production the value of
which is elastic with respect to the credit they can take. They
would also not be able to invest in capital-intensive projects. The
study thus recommended provision of group collateral, and a
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sound legal and regulatory framework that would reduce risk and
build confidence in the informal microfinance.
ii). Agricultural Finance and Economic Development
Agriculture is seen globally as the most reliable means
of natural economic development, because of its contribution to
food production (crops, fishing, livestock, animal husbandry,
etc), supply of raw materials and market for the products of the
industrial sector, and being a major source of employment
generation and source of foreign exchange earnings (Adebayo
and Adeola, 2018; Binswanger, et al 1999; ljaiya and
Abdulraheem, 2000).However, the contribution of the sector to
the national economy has been decimated by the paucity of
agricultural credits. This paucity of credits is a major source of
concern to policy makers and researchers, among other
stakeholders. In one of my studies titled Commercial Bank
credits to the Agriculture Sector and the Nigerian Economy: An
analysis of the future trend (ljaiya, 2003), it was observed that
the availability of credit is central to agricultural production, and
this made the Federal Government through the Central Bank of
Nigeria to direct commercial banks to devote a certain
percentage of their loanable fund to the agricultural sector. To
encourage the commercial banks to meet the CBN credit target,
the CBN setup the Agriculture Credit Guarantee Scheme Fund
(ACGSF) in 1977 to guarantee loans to agriculture by 75 per
cent against default payment on such loans. Using a time series
linear forecasting model, the paper modelled a forecast of the
amount of commercial banks credits that would be needed to
boost the contribution of the agriculture sector to the nation’s
Gross Domestic Product between 2003 and 2012. To achieve the
forecast, the paper noted that macro-economic environment is by
far the most important determinants of agriculture investment
and output. The CBN for this reason should find solution to the
over-valued exchange rate and high interest rate which had been
a stumbling block to the commercial bank credits extension to
agricultural sector. Commercial bank interest should not be
subsidised (i.e. it should not be less than the market interest rate)
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even if the credit is targeted. Otherwise, the powerful and more
efficient Nigerian farmers would divert the credit to another
source. Such market rates would encourage commercial banks to
increase their loans to the agricultural sector. The government
should increase its expenditure to the sectors so that it can
maintain infrastructure, institutions (e.g. for research and
training) and other public goods critical to agricultural output.
The emergence of oil in Nigeria as a major source of government
revenue and foreign exchange earner led to the neglect of the
agricultural sector (Ukpang and Malguri 1991, Ilwayemi, 1994,
ljaiya, 2000). This made the government to put in place some
agricultural programmes (such as Green Revolution in 1980;
Food for All Programmes in 1987, the Better life for Rural
Women Programme in 1987, Family Support Programme in
1993 and the National Economic Empowerment Programme
Strategy in 2000) to improve the contribution of agriculture to
the economy. However, despite the high capital expenditure
between 19997 and 2002, the period witnessed little or no
improvement in agricultural production because funds meant for
the programme were diverted to other sectors by successor
governments.

Based on this, ljaiya and ljaiya (2005) carried out a
research on the Impact of Agricultural Finance on Agricultural
Output in Nigeria. Using multiple regression analysis of a time
subscript and difference-in-difference estimator that includes
initial changes in government expenditure in agriculture, the
paper explores the relationship between government finance on
agriculture and agricultural output in Nigeria. Our findings
indicated that the initial level of government expenditure had
helped improve agricultural output more than the changes
experienced in the recent years. The paper recommended a
vigorous improvement in the nation’s tax bases and the
administrative capacity of the board of internal revenue (now
FIRS) to collect the taxes, since it is the Number One source of
government revenue. Government should provide incentives for
the staff especially those in charge of revenue collection and
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disbursement of government funds to the various sectors while
keeping arbitrary action and corruption in check. Government
should increase its spending in the agricultural sector and this
should be complemented with stable macroeconomic policies
(such as inflation, internal and external debt, exchange rate, etc.)
and finance institutions, most especially banks, should be called
upon to supplement government efforts at financing agriculture
through disbursement of loans at appropriate interest rates and at
the appropriate time.

Since food is vital for the enjoyment of other rights as
indicated in the Declaration of Human Rights in 1948 (UN,
1999, ljaiya 2016), our paper on the Agricultural Credit
Guarantee Scheme and Food Security in Nigeria (ljaiya,
Abdulraheem, ljaiya, and Abdullahi,2017) addressed the issue of
food insecurity. Using a time subscript and a difference-in-
difference estimator that described the changes in food crops as a
function of changes in Agricultural Guarantee Scheme (ACGS),
the paper examined the influence of changes in ACGS loans on
food crops output over the years. The results showed that only
initial level of ACGS on food crops has helped to move food
security more than the changes experienced in recent times.

To improve the condition, the paper noted the need to
build a strong institutional framework for agricultural financing,
through an effective legislation that would establish a reliable
ground rules for consistent and equitable application of
agricultural loans since most of the ACGS loans in recent times
hardly get to the farmer. There is need for well-functioning and
well-integrated markets for agricultural inputs (such as
fertilisers, tractors, harvesters, etc), commodities and processed
goods to improve food security. Government should also play an
important role in contract enforcement in agricultural
development by ensuring timely and just recourse against failure
to meet contract obligations or other abuses in agricultural
policies most especially in food production.

Another study titled Agriculture Credit Guaranteed
Credit Scheme Fund: Tool for Economic Growth in Nigeria
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(ljaiya, Sanni and Amujo, 2016) evaluated the long-run impact
of the agricultural credit Guarantee Scheme fund on agricultural
productivity and its contributions to the economic growth of
Nigeria from 1981 to 2012. Using Johasen co-integration and
Granger causality to analyse the data, the result revealed that
Agricultural Credit Scheme Fund and commercial banks’ credit
to agriculture influenced the long-run contributions of
agriculture to the Gross Domestic Product in Nigeria. The study
also indicated that there was a positive and significant
relationship between the loan guaranteed by ACGSF and the
loan granted by the commercial banks for agricultural purpose.
Based on these findings, the study recommended that
government should ensure that a sound control mechanism is
incorporated to regulate internal management of the scheme,
monitor usage of loans granted to farmers and also reduce cash
disbursement as much as possible except for working capital.
This will go a long way to reduce diversion of fund and loan
default. Government should not only concentrate on providing
credit for farmers, but should intensify efforts in providing
adequate extension services (inform of seminars, workshops and
other forms of trainings) to farmers on the effective use of
modern technology in improving agricultural productivity. This
will ensure effective utilisation of the vast arable land and credit
availed by the financial institutions.

Another research conducted by Ibitomi and ljaiya
(2018) on the Impact of Agricultural Financing Scheme on
Agricultural output in Nigeria covered the period between 1975
and 2016. This period fell within the time agricultural finance
schemes were created in Nigeria. These schemes include
Agricultural Credit Guarantee Scheme Fund (ACGSF), Nigeria
Agriculture Cooperative and Rural Development Bank, Rural
Banking, River Basin Authorities and Agricultural Development
Projects between 1972 and 1980. Others include Crop Loans,
Produce Marketing Loans Scheme, Loan against Warehouse
Receipts, Agriculture Term Loans, Land Development Schemes,
Capital Stock Loans, Farm Mechanization Scheme, Minor
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Irrigation Schemes and Land Purchase Loans. The data for the
study was collected from CBN Statistical Bulletin and the
National Bureau of Statistics (NBS). Ordinary least square was
used to analyse the data. Using Agricultural Credit Guarantee
Scheme Fund (ACGSF) as proxy for Agricultural Schemes, our
findings revealed that Agriculture Financing Schemes (ACGSF)
and other explanatory variables had significant impact on
agricultural output in Nigeria that is ACGSF, Capital Stock,
Population Growth, Government Expenditure on agriculture,
Commercial Banks Credit to Agriculture and annual rainfall
falls, had positive significant impact on agricultural output.
Conversely, interest rate had a negative impact on agricultural
output in Nigeria. The study recommended that government
should make funds available to agricultural financial schemes,
reduce interest rate on agricultural financing lending scheme to
farmers in Nigeria, and the banks should increase the awareness
of their agricultural financing programmes through electronic
and print media. All these strategies will bring more farmers
into the fold of the agricultural financing schemes and
consequently improve agricultural output in Nigeria.

Recommendations

1. As we have illustrated across the critical sectors of the
economy, money matters in all matters even in the rural
setting. Due to the difficult terrain, there is a need for
government to improve infrastructural facilities (roads,
water supply, electricity, etc.) in rural areas in order to
attract people and improve economic activities in rural
settings.

2. Government should increase its spending in the
agricultural sector to maintain infrastructure and
institutions (for research and training) critical to
agricultural output and complement this with stable
macroeconomic policies (such as inflation, internal and
external debt, and exchange rate management).

3. Finance institutions, including most especially banks,
should be encouraged to supplement government efforts at
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financing agriculture through the disbursement of loans
at appropriate interest rates and at the appropriate time.
Commercial banks should accept joint liability among
farmers as collateral and also introduce agricultural
saving schemes in their rural and urban branches. This
would enable the banks to mobilise savings from the
farmers and, as a policy, such savings should be
extended based on the savings of the farmers.

Banks should design a small loan mechanism that would
take care of small farmer holders from their consolidated
pooled savings since small farmer holders cannot meet
the credit requirements of commercial banks.
Government should support informal microfinance
activities, most especially the savings and credit clubs
with cash and training, especially in the areas of
continuity, financial reporting, defaults, etc. All these
would go a long way in improving the membership
strength and the economic activities of the rural dwellers
Government should increase its budgetary allocations to
the education sector. This could improve the financial
literacy ranking of the country, and reduce the money
citizens pay on their children education and strikes in
tertiary institutions.

Furthermore, there is a need for government to provide
minimum healthcare services in rural areas especially to
reduce the rural dwellers’ spending to meet their health
challenges. Such freed money can be used for
transaction purposes.

Government should establish a rural regulatory body that
would ensure the quality of houses, remove risk
involved in the purchase of land, and security of tenure.
This would reduce their spending on house repairs and
channel their money to improve their economic activities
and in effect, their standard of living.

Government should also intensify the war on insurgents
and provide continued support to the farmers so that the
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millions of people displaced in the North-East and other
parts of the country can return to their homes and farms
to boost food crop production.

9. Finally, Government should intensify its war on
corruption, reduce excesses in governance and channel
the freed fund from the oil subsidy removal to address
the foregoing recommendations to improve the citizens'
quality of life.
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job well done.
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