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Abstract

It is impossible to overstate the importance of small and medium-sized businesses in creating jobs,
reducing poverty, fostering economic growth, and increasing productivity. This study set out to
investigate how the Nigeria Police Force Microfinance Bank affected the long-term development of
SMEs in the Osogbo Metropolis. Data for this study was gathered from SMEs owners in Osogbo
Metropolis who had accounts with NPF Microfinance Bank using a questionnaire. The Taro Yamane
formula was utilized to determine the sample size. 322 of the 387 distributed questionnaires were
deemed viable for analysis using regression analysis and SPSS software. There were two sections on the
questionnaire. The demographic characteristics are in Section 1, and the questions on loan approval
limit, loan criteria, turnover range, and access to finance for SMEs growth are in Section 2. MFB
provides financial services, collateral for loan access, credit facilities to help low-income individuals,
environmental development contributions, and loan services to support SMES' survival. The results of
the study showed that, with a value of.914 P <.05 and a t-value of 33.818, microfinance banks do not
significantly affect the growth of SMEs. With a beta value of.732, a P <.05, and a t-value of 16.119, the
six Cs of lending have an impact on MFB's capacity to lend to SMEs. The study suggests that NPF
Microfinance Bank, particularly for the owners of SMEs, should ease the requirements for borrowing
and lengthen the loan period for their clients. They should spread out the repayment over a lengthy
period, and the Central Bank of Nigeria should examine and regulate the interest rate that the bank
charges to protect small and medium-sized business owners from excessively high-interest rates. The
NPF microfinance bank should increase its capacity by establishing a branch in each town in the
selected area, especially in the rural areas. This will make the SME owners cultivate the habit of
banking, which will enable them to access the facility of loans that will increase their productivity and
growth, which will sustain their businesses and move them to the next level of operation.

Keywords: Bank, Growth, Microfinance, Small and Medium-Sized Enterprises

Introduction

The contribution of small-scale businesses to economic growth has been recognized worldwide; they are
very necessary for economic development in developing countries like Nigeria. The importance of small-
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scale businesses cannot be overemphasized, as they contribute to employment generation, equality, the
production of goods and services, an improved standard of living, and rapid industrialization (Syed,
Muzaffar & Mina, 2018). Small-scale businesses can foster economic and social development in Nigeria,
as they are the backbone of the economy. In Nigeria, one of the greatest challenges small businesses
encounters is accessibility to funds because the commercial banks traditionally lend to medium- and large-
scale enterprises that are judged to be creditworthy. (Sussan & Obamuyi, 2018).

According to Nelson, Paul, & Olumorin 2020), a small business is one that employs fewer than 50 full-
time employees and has a total asset value of less than N250, 000 in capital, equipment, plant, and working
capital. Small-scale enterprises are those that, according to the Central Bank of Nigeria (CBN, 2014), have
an annual turnover ranging between N25, 000 and N50, 000. Ogundele (2007) defines a SME as one that
has a minimum of 5 employees and a minimum capital outlay of not less than N5, 000.00 ($24). The
Federal Ministry of Commerce and Industry classifies businesses based on working capital or total
investment, while the Central Bank of Nigeria evaluates annual turnover for small businesses, meanwhile
the goal of microfinance is to give financial services to the underprivileged, which are typically ignored
by traditional financial institutions.

A sizable portion of the populace in Nigeria is still not able to access financial services. Five (5) years
after the microfinance policy was introduced, the 2010 EF In A study showed a slight increase in the
percentage of people served by the formal financial market, from 35.0 percent in 2005 to 36.3 percent in
2010. Including individuals who used informal financial services like moneylenders, savings clubs or
pools, Esusu, Ajo, and other similar organisations, the total access percentage for 2010 was 53.7%,
indicating that 46.3% of Nigeria's adult population, or 39.2 million people, were not well off (Zhiri,2017).
They avoid doing business with the poor and their microenterprises because the associated cost and risk
are considered to be relatively high. One of the services expected by the microfinance banks is to provide
financial services, especially microcredit, to those who do not have the capacity to access the credit
facilities from the commercial financial institutions. (Zhiri, 2017; Olowe, Moradeyo &Babalola, 2013;
Ofeimun, Nwakoby & Izekor, 2018)

Since microloans in developing countries have high interest rates and over 60% annually high returns on
capital are required to improve the observable results of such business income, there is relatively little
compelling evidence to support the lofty claims made about the success of microfinance for small
businesses. (Audu, Magaji & Baba, 2020). Due to their high interest rates, exorbitant collateral
requirements, and lack of accessibility, small business owners prefer the credit facilities offered by
cooperative societies and savings accounts over those offered by many deposit banks. Customers have
been observed to default due to the high interest rates that microfinance banks request. As one of the top
microfinance banks in this niche market, NPF Microfinance Bank Plc is in the microfinance banking
business.

Itis a cautious, professionally run bank that offers customers a variety of banking services and products at
its different locations. Retail banking, loans and advances, money market activities, and financial advisory
services (to clients and community members) are a few of the services offered. The Bank has created
unique products, such as the Police after Service Account (PASA), Police Focal Account (POFA), and
IGP Premium Bond, in an effort to fulfill the vision of its founding. Our clients are already starting to
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provide favorable testimonials about our reputation and quick turnaround times for service delivery. In
view of this, there is a need to study the efficacy and efficiency of the microfinance bank founded by the
Nigerian Police Force in sustaining the growth of SMEs in Nigeria, especially at this critical time when
there is a high cost of goods and the exchange rate of currency is not friendly to the business owners.

There are a lot of studies on the impact of microfinance banks on the growth of SMEs, but none have been
conducted on Nigerian Police Force microfinance within Osogho metropolis. The purpose of this research
is to investigate how the NPF microfinance bank affects the sustainability of small and medium-sized
enterprises (SMEs) within Osogbo metropolis. The following research questions will serve as a foundation
for developing the hypotheses. Do microfinance banks have a major influence on the expansion of small
and medium-sized businesses? Does the six C's of lending have an impact on a microfinance bank's
capacity to lend money to small and medium-sized businesses?

Literature Review

Small and Medium Enterprise in Nigeria

The various agencies offered a number of definitions, but each is based on a unique viewpoint. Regardless
of the situation, the adjective "small" serves as a benchmark and indicator that the company is small by
nature. Big and small are not the same. For instance, a small company in one nation might be a large
company in another.. Small businesses are those that employ more than ten (10) people but fewer than
forty-nine, with total assets (excluding land and buildings) of more than five million naira but less than
fifty million naira. According to the aforementioned, Businesses with one (1) employee or fewer, up to 49
employees, and total working capital of less than five million but not more than fifty million are classified
as SMEs in this study. SMEs continue to be a significant economic subsector in the country. Because
SMEs can increase economic output and improve human welfare, their contribution has been
acknowledged as the economy's sustenance (Ifatimehin, Isyak & Omale, 2020). Since SMEs are one of
the metrics used to gauge economic development, their formation and effective administration have a
favorable impact on the growth of the national economy. Many developed and underdeveloped nations
use indices such as the degree of industrialization, modernization, urbanization, gainful and meaningful
employment for all those who are able and willing to work, income per capita, equitable income
distribution, and the welfare and standard of living enjoyed by the populace to gauge their level of
development. Small businesses undoubtedly exist in the majority of economic environments. Small and
medium-sized enterprises, or SMEs, are crucial to most economies, particularly those in developing
countries, according to the World Bank. The bulk of businesses worldwide are SMEs, and they are crucial
to the growth of the global economy and the creation of jobs. They own 90% of businesses and nearly
50% of jobs worldwide. Up to 40% of GDP in emerging economies is made up of formal SMEs. When
informal SMEs are taken into account, these figures rise dramatically. According to our projections, 600
million jobs will be needed by 2030 to accommodate the growing global workforce. For this reason, the
development of SMEs has become a top priority for many governments worldwide. Seven out of ten formal
jobs created in emerging markets are held by SMEs. However, one of the biggest obstacles to SME growth
and the second most frequent problem SMEs encounter when attempting to grow in developing and
emerging markets is access to financing.

15



ILORIN JOURNAL OF ADMINISTRATION AND DEVELOPMENT VOL. 7 NO. 2., DEC. 2023

Importance of Small and Medium Enterprise

SMEs are so important to the growth of an economy that they cannot be disregarded. Indeed, one of the
nation's developmental goals ought to be the development of SMEs. They take the place of current overseas
sources by providing multinationals with a resource base from which to acquire skills. Additionally, there
exist training grounds for local entrepreneurs and skill sets, which may serve as conduits for the
mobilization of local savings, guaranteeing a fairer allocation of earnings, and mitigating the exodus of
labor from rural to urban regions. SMEs are essential for economic expansion, reducing poverty, creating
wealth, and fostering more diverse and dynamic communities worldwide. (Bank World, 2016). In addition
to creating jobs and lending money to small company owners, SMES can boost a nation's
economy.(Arogundade, 2023)

Sources of fund for Small and Medium Enterprise

In Nigeria, small and medium-sized enterprises obtain funding from both formal and informal sources and
occasionally combine both to support their operations. Start-up funds primarily come from informal
sources, which are essentially internal. These sources include the entrepreneur's personal savings, gifts,
and soft loans from acquaintances and family. With increasing firm establishment, the owners can secure
interest-bearing loans from local moneylenders, referred to as "Esusu” in Nigeria and "Susu” in Ghana.
The interest rates charged by these sources vary from 100 to 120% annually ((Ikhide & Yinusa, 1998;
Aryeetey, 2008; Khan, 2015, Aryeetey, 2008). Since they are unable to secure funding from the formal
sector at this early stage, loans from these neighborhood moneylenders occasionally make up a portion of
the start-up capital. The high failure rates during infancy can be partially explained by SMEs' incapacity
to draw in or obtain formal funding during their early stages of development (Aryeetey, 2005; Yong giang,
Armstrong, and Clarke, 2014). Khan (2015) noted that SMEs' performance is adversely impacted by
unofficial sources of funding.

Since loans are only made to people they know or because borrowers must be referred by a known person
who acts as a guarantor for the lender, moneylenders typically do not ask for assets as collateral (Obokoh,
2008; Yusufu, Suleiman, & Saliu, 2020).). Furthermore, credit societies and cooperatives are classified as
informal sources and require borrowers to become members. Members are encouraged by the system to
save up to the total amount they wish to borrow as principal. Additionally, it does not require the collateral
that banks and other financial institutions demand; rather, a member's loan application must be supported
by two or three guarantors. This is to guarantee that the borrower repays the loan, and in the event that the
borrower defaults, the guarantors cover the outstanding balance. Cooperative and credit societies charge
interest rates ranging from 3 to 12% annually, either on a flat rate or a reducing balance basis, contingent
upon the cooperative society's interest rate policy. Members repay the loans through installment payments
over a predetermined period of time, and they also receive a portion of the interest paid on the loan because
the profits from the society's investments are typically distributed to members at the conclusion of each
fiscal year (Obokoh, 2008; Kinda and Leoning, 2010). On the other hand, formal funding sources include
overdrafts and short- or long-term loans, which come with interest costs. These sources include financial
institutions (local and/or foreign), small-scale industry credit schemes, and commercial banks; however, a
significant amount of credit that is accessible to investors and SMEs originates from domestic financial
institutions (Aryeetey, 2005; Colombo et al., 2012).
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Trade credits, which SMEs can obtain from suppliers as a discount for early payment, a discount on bulk
purchases, or, in certain situations, a deferred payment for raw materials supplied to the SMEs, are another
source of external credits (Dawson, 1994). It has been noted that SMEs are viewed as high-risk endeavors
by commercial banks and other private financial institutions. (Aryeetey, 2005; Obokoh, 2008; Newman et
al., 2013). Because of this, they are hesitant to offer credits to SMEs in the absence of sufficient collateral
to protect their investment in the event that the SMEs fail to make a profit or fail to repay the loan.
Businesses are forced to use their retained earnings or look for loans from unofficial sources at higher
interest rates due to formal financial institutions' reluctance to lend to them (Buckley, 1997; Ikhide and
Yinusa, 1998; Yonggiang, Armstrong, and Clarke, 2014).

Challenges of Small and Medium Enterprise in Nigeria

SMEs face several obstacles that hinder their growth and development, despite the fact that they are viewed
as catalysts for economic development. The economic history of industrialized nations demonstrates the
evident truth that small and medium-sized businesses are the best bet for a country's economic recovery
and the industrial sector. Additionally, we now understand the clear significance of SMEs and their
contributions to the national economy, which is why SMEs require careful consideration. Even so, there
are still certain limitations facing the small and medium-sized business sector in the country’'s economy.
Both financial and non-financial difficulties are present. A significant obstacle to the implementation of
many admirable business ideas and the international expansion of already-existing SMEs in Nigeria are
the financial constraints, which include those that make it difficult for SMEs to obtain funding from
financial and non-financial institutions (Shakan, 1995). According to Osotimehin et al. (2012), financial
issues are the main barrier to SMEs in Nigeria being managed effectively. According to Taiwo, Onasanya,
Agwu and Benson (2016), one issue preventing SMEs from contributing as much to Nigeria's GDP is
inadequate funding. Corruption, incompetent management, and inadequate infrastructure development are
non-financial obstacles to SME development (Ubesie, Onuaguluchi, & Mbah, 2017; Jegede, 2003; Onugu,
2005). Additionally, it is mentioned that corruption poses a significant obstacle to the growth of SMEs in
Nigeria, placing smaller businesses at a competitive disadvantage with their larger rivals. Finding the right
market for their products is another challenge faced by SMEs. And, even in cases where a market exists,
figuring out the best distribution channels can present its own set of difficulties. The survival of SMEs is
also endangered by unfavourable government regulations that, rather than promoting their expansion, deter
investors. Lawal, Mangs, Abdulrasheed & Dauda, (2019) pointed out that SMEs generally face
difficulties in obtaining financing with lack of collateral, insufficient documents to support loan
application and lack of financial track records as being the constraints faced by the SME sector in accessing
financing.

Overview of the Nigeria Police Force Microfinance Bank in Nigeria

In accordance with the provisions of the Companies and Allied Matter Act, Cap 20LFN 2004, NPF
Microfinance Bank Plc (formerly NPF Community Bank Ltd.) was established as a limited liability
company on May 19, 1993. The bank offers banking services to its affiliated institutions, the general
banking public, and men who are members of the Nigeria Police Force, both active and retired. After
obtaining a provisional license from Apex Bank on July 12, 1993, to operate as a community bank, the
Bank opened for business on August 20, 1993, at 1 Ikoyi Road, Obalende, Lagos. The Bank maintains
branches in Wudil (Kano), Obalende, Ikeja, Abuja Main, Port Harcourt, Kano, Osogbo, Benin, Onitsha,
Sokoto, Yola, Lokoja, Akure, Abuja 2, Bauchi, and Lafia.(Wikipedia, 2023)
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The Six Cs of Microfinance Lending

According to Adegbite (2005), microfinance is supposed to activate the six C's of lending when providing
loans to owners of small and medium-sized businesses. These characteristics are character, capacity,
capital, collateral, conditions, and confidence.

Microfinance Bank and SMEs Growth

For SMEs to grow internationally, including in Nigeria, access to financing is essential. Financial inclusion
has been acknowledged as a crucial instrument for the growth of SMEs in Nigeria. In Nigeria,
entrepreneurs often find it difficult to launch new businesses due to a lack of access to financial institutions.
This can impede economic growth and result in unsustainable financial and environmental effects from
the sources and outcomes of entrepreneurial activities. Idowu (2008) concurs that one of the main issues
SMEs in Nigeria face is obtaining loans. Additionally, Diagne and Seller (2001) contend that poor people's
limited access to credit may have detrimental effects on SMEs and general welfare. Credit availability
strengthens SMESs' capacity to take on risk, enhances their risk-copying tactics, and permits consumption
smoothing over time. The purpose of setting up microfinance institutions (MFIs) is to make it simple for
SMEs to obtain funding, especially for those who are unable to obtain official bank loans. Microfinance
banks are important tools that support economic development and give the impoverished a means of
empowerment. According to Kolawole (2013), the ability of microenterprises to promote economic
development justifies their promotion in developing nations. According to Sunitha (2010), the primary
goal of microcredit is to increase the welfare of the underprivileged by giving them better access to small
loans that are not provided by established financial institutions.

Theoretical Review

Pecking order theory, bank capital channel theory, financial growth theory, life cycle model theory, and
Contract theory are just a few of the numerous theories that can be used to finance small businesses.
Pecking Order Theory will be the main topic of this study. Pecking Order Theory states that because of
the information asymmetry between a company and outside investors regarding the true value of both
current operations and prospects, external capital (debt and equity) will always be more expensive than
internal capital (retained earnings). According to Myers' (1984) Pecking Order Theory, companies give
internal financing priority. Businesses prefer debt to equity when they need outside funding because debt
problems come with lower information costs. Equity is rarely used, according to Shahm-sunder and Myers
(1999). Businesses can obtain funding from three sources: debt, equity, and retained earnings. Retained
earnings do not present a problem with adverse selection. Debt has a minor problem with adverse selection,
but equity is extremely vulnerable. As per the Pecking Order Theory (Myers & Majluf, 1984; Watson and
Wilson, 2002), institutions that possess asymmetric information will have to incur greater funding
expenses. (Aladejebi, 2019)

Empirical Review

The influence of microfinance banks on the expansion of small and medium-sized businesses in the Lagos
metropolitan area was covered by Aladejebi (2019). He found that the Nigerian economy is significantly
influenced by small and medium-sized enterprises (SMEs), particularly when it comes to employment,
growth, productivity, and the reduction of poverty. This study looked at how Microfinance Banks (MFB)
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affected the expansion of SMEs in the city of Lagos. Surveys sent to small business owners in Lagos who
had accounts with microfinance banks were used to gather data for this research. Using the SPSS software,
205 of the 209 distributed questionnaires that were deemed viable were examined. The survey was divided
into two sections. Part 2 asks about the effects of microsavings, microcredit, and training on the financial
performance of SMEs, as well as general information in Section 1. Based on the results, it was found that
SMEs save more money than deposit banks because they pay higher interest rates, loans are disbursed
more quickly, MFBs don't provide training for SMEs, and most SMEs use MFB products to grow
financially.

A study titled "Microfinance Banks' Credit and the Performance of Micro, Small, and Medium-Scale
Enterprises in Lagos State, Nigeria" was carried out in 2022 by Udobi, Abu, and Samuel. They found that
micro, small, and medium-sized enterprises (MSMES) are the economic engines of the majority of nations
on Earth. Funding needs to be available for MSMEs to thrive. This study investigates the effects of
microfinance banks' (MFBs) credit on the growth of MSMEs in Lagos State, Nigeria. Copies of structured
questionnaires were distributed to 300 MSMEs owners and managers in Lagos State who had received
loans from MFBs. This sample was selected deliberately. 290 copies of the study questionnaire were
obtained and descriptive and Pearson chi-square statistics were employed for analysis. The results show a
strong positive correlation with MSMESs' expansion as well as a positive correlation with MFB credit
facilities and productivity. Additionally, the growth of MSMEs is linked to the non-financial services that
MFBs offer. The results of the study show that MFB credit facilities are positively correlated with MSMES'
growth in Lagos State. The study suggests that MSMEs should have access to capital at loan interest rates
that are advantageous to their business operations.

In a study titled "Effect of Micro Lending Rate on SMEs Growth in Nigeria," Adewale & Alli (2021)
found that although small and medium-sized businesses (SMES) are recognized as the grease that drives a
country's socioeconomic development, their expansion has been impeded by strict monetary and fiscal
policies. This study aims to look into how the interest rate on microfinance affects the expansion of small
and medium-sized businesses in Lagos and Ogun State, Nigeria. Primary data were gathered using a five-
point Likert scale in an organized, self-administered questionnaire. The study employed a descriptive
survey research design in order to give a detailed description of the research variables. Four hundred (400)
SMEs were selected using Yaro Yamane's sampling technique from the total population of thirteen
thousand four hundred and fifty-seven (13,457) in both the states of Lagos and Ogun. The sample sizes of
three hundred and forty-eight (348) SMEs in the state of Lagos and fifty-two (52) in the state of Ogun
were determined using stratified and proportionate sampling methods.

The regression was estimated using ordinal least squares regression (OLS). One hypothesis was developed
and put to the test for the study. The hypothesis test results showed that, at the 5% level, there is a
significant negative relationship (t = -1.570731; p = 0.0009) between the microfinance interest rate and
the growth of SMEs in Nigeria. Based on the results, the study came to the conclusion that there is a
noteworthy inverse relationship between the growth of small and medium-sized businesses in Nigeria and
the interest rate on microfinance. In order to promote the growth of SMEs in Nigeria, the study suggests
that microfinance banks charge SMEs a moderate interest rate without imposing strict collateral
requirements.
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Methodology

In order to investigate the relationship between independent and dependent variables, this study uses a
survey research design, which is a methodical technique of data collection. Both primary and secondary
sources provided data for this investigation. The study's sample size of 387 was established using Taro
Yamane's (1967) formula, and it was carried out on 12,000 registered SMEs who are customers of NPF
microfinance in Osogbo, Osun State. A closed-ended questionnaire is used to support the primary source.
With the help of a five-point Likert scale, the respondent can choose from options in a closed-ended
question. 3 are undecided, 4 agree, and 5 strongly agree. 1 indicates strong disagreement, 2 disagree. The
questionnaire is divided into two sections: part one asks questions about the respondent's biographical
information, such as age, gender, and educational background, while part two contains the study's goals,
research questions, and hypotheses. Descriptive analysis was used to examine the data that were gathered.
The hypotheses were tested using multiple linear regression analysis at a significance level of 0.05, and
the analysis was all reviewed using the SPSS software program to draw conclusions. 322 out of the 387
surveys that were distributed were returned 83% of the total.

Presentation and Discussion of Result

The outcome of the descriptive analysis revealed the respondents' work experience. Of the 115
respondents, 35.7% have 0-5 years of work experience. Of the 68 (21.1%) respondents, 6-10 years old
are experienced. Of the other respondents, 56 (17.4%), 23 (7.1%), 18 (5.6%), 24 (7.5%), and 18 (5.6%)
have 11-15 years, 16-20 years, 21-25 years, 26-30 years, and 31 years or more of experience. According
to the data, a considerable percentage of the respondents’ working experience falls between the ages of 0
and 5, indicating that they are at a prime age to contribute significantly to the expansion of SMEs. The
distribution of academic qualifications showed that 32 respondents, or 9.9% of the sample, had a
professional certificate. A total of 59.7%, or 189 respondents, held an OND, NCE, or equivalent certificate;
30.7%, or 99 respondents, held a B.Sc. or HND certificate; and 6%, or 2 respondents, held an MSC
certificate. It shows that the majority of those surveyed had an OND certificate. This shows that the
majority of respondents have a solid educational background, which motivates them to complete the
questionnaire and give the study the precise and insightful data it requires. Gender-wise, 168 respondents
(or 52.2% of the total) were male, and 154 respondents (or 47.8%) were female. This suggests that the
majority of respondents were men who were committed to starting small and medium-sized businesses. It
also suggests that a significant portion of registered small businesses owned by the government agency
SMEDAN are sufficiently established to function well as a team and to be able to negotiate and submit to
the decisions of others.

Test of Hypotheses
Ho1: The microfinance bank does not have any significant impact on the Growth of Small and
medium enterprises.
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Table 1: Summary of the Multiple Regression Analysis of the Interactive Relationship between
Microfinance Bank Activities and the Growth of SMEs

Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate

1 .914a .836 .835 .281

a. Predictors: (Constant), Microfinance Bank Activities

An overview of the model R2 value of 0.836 is shown in Table 1. This demonstrates that the growth of
small and medium-sized enterprises is positively impacted by variables related to microfinance activities.
Consequently, when all factors are combined at once, this model predicts 83.6% of the variance in the
growth level of SMEs; that is, the predictors included in this model account for approximately 84% of the
variance. Therefore, in the chosen study area, microfinance activities have a strong positive impact on the
growth of SMEs.

Table 2

Multiple Regression Analysis Showing the Significance of Predictors on the Growth of Small and Medium
Enterprises

ANOVA
Model Sum of Squares Df Mean Square F Big
1 Regression 90.385 1 90.385 1143.629
.000°
Residual 17.783 320 .079
Total 108.167 321

a. Dependent Variable: Growth of Small and Medium-Scale Enterprises
b. Predictors: (Constant), Microfinance Activities

The growth of small and medium-sized enterprises was significantly predicted by the Microfinance Bank
Activities variables used in the chosen study area, as shown in Table 2 (F (1,226) = 1143.629, p < 0.05 F).
This statistical finding suggests that the overall regression model has a high degree of statistical
significance in terms of its goodness of fit, as evidenced by the value of Ftab (1,321) > Fcal (1143.629).
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Table 3: Growth of Small and Medium Enterprise Performance Variables.

Coefficients
Unstandardized Standardized T Sig.
Model Coefficients Coefficients
B Std. Error Beta

1 |(Constant) 0.11 .049 .223 .824

Microfinance .952 .028 914 33.818 .000

Activities

a. Dependent Variable: Growth of Small and Medium Enterprises

The contributions of the predictors are shown in Table 3. Social and economic factors have a beta value
of .914, a p-value of less than .05, and a t-value of 33.818 in this instance. The contribution to the growth
of small and medium-sized enterprises is statistically significant. As a result, the study comes to the
conclusion that microfinance banks significantly affect the expansion of small and medium-sized
businesses.

Hypothesis 2: The Six C’s of Lending do not affect microfinance banks’ ability to grant loans to
SMEs

Table 4: A Summary of the Multiple Regression Analysis of the Interactive Relationship between Six C’s
of Lending in a Microfinance Bank and Loans Granted to SMEs

Model Summary

Model R R Square | Adjusted R Square | Std. Error of the Estimate

1 .732a | .536 534 472

a. Predictors: (Constant), Six C’s of Lending in a Microfinance Bank

Table 4 above indicates that the R2 value is equal to (0.536). This demonstrates how the six Cs of lending
in microfinance banks have a significant positive influence on the loans given to small and medium-sized
businesses. Consequently, when all factors are taken into account at once, this model predicts 53.6% of
the variance in the amount of loans granted to SMEs. This means that the predictors included in the model
account for approximately 54% of the variance, suggesting that the six Cs of lending have an impact on
microfinance banks' capacity to lend money to SMEs.
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Table 5: Multiple Regression Analysis Showing the Significance of Predictors on the Loan Granted to
Small and Medium-Scale Enterprises

Model Sum of Squares Df Mean Square F Sig
1 Regression 57.968 1 57.968 259.823 | .000°
Residual 50.199 320 223
Total 108.167 321

c. Dependent Variable: Loan Granted to Small and Medium-Scale Performance
d. Predictors: Constant, Six C’s of Lending in a Microfinance Bank

Table 5 demonstrates that the level of loan awarded to Small and medium-scale enterprises was
significantly predicted by socio-economic factors variables used in the chosen study area, F (1,321) =
259.823, p < 0.05 F. This statistical finding suggests that the overall regression model is highly statistically
significant in terms of its goodness of fit, as evidenced by the value of Ftab (1,321) > Fcal 259.823.

Table 6: Growth of Small and Medium-Scale Enterprise Variables

Coefficients

Unstandardized Standardized T Sig.
Model Coefficients Coefficients
B Std. Error Beta
1 (Constant) 314 .083 3.784 .000
Six C’s of lending 242 .015 732 16.119 .000
In Microfinance
Bank

a. Dependent Variable: Loan Granted to Small and Medium Enterprises Performance

The predictors' contributions are shown in Table 6. The bank's financial services make a contribution in
this instance, with a beta value of.732, p <.05, and a t-value of 16.119. The statistical significance of the
contribution to the loan amount granted to small and medium-sized enterprises is evident. As a result, the
study comes to the conclusion that the six Cs of lending have a highly positive and significant impact on
the loans given to SMEs in the chosen research area. This suggests that lending to SMEs is impacted by
the Six Cs of lending for microfinance banks.
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Conclusion and Recommendation

The impact of the Nigeria Police Force Microfinance Bank on the long-term development of small and

medium-sized businesses in Nigeria's Osogbo Metropolis is examined in this study. The results of the

study show that NPF microfinance has a statistically significant effect on SMEs' growth. This implies that

financing from microfinance banks spurs small and medium-sized business expansion. Consequently, the

suggestions listed below are suggested:
«+ The Nigeria Police Force Microfinance Bank ought to ease the requirements for obtaining loans
and extend the loan repayment period for its small business owners in order to facilitate the
expansion of their enterprises.

+« Make provisions for government programs pertaining to SMEs operators in Nigeria, particularly
within the purview of the chosen study area, and offer sufficient training on credit utilization.

+« The NPF microfinance bank ought to expand its reach by opening branches in every town within
the designated area, particularly in rural areas. This will encourage small and medium-sized
enterprise (SME) owners to develop a banking habit, enabling them to access loans that will boost
their growth and productivity, ultimately sustaining their businesses and propelling them to new
heights of operation.
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