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Abstract

Developing nations have experienced a variety of economic challenges that have limited their
ability to develop and thrive. Since the pandemic in 2020, Nigena’s economic growth has
been trending downhill, creating severe economic and social problems. In light of this ugly
trend, this study critically evaluates the effect of microfinance bank credit on output
performance in Nigeria. This study utilized secondary data collected from the Central Bank
of Nigeria statistical bulletin. It deployed the Dynamic Ordinary Least Square (DOLS)
Estimation techniques to explore the effects of microfinance bank credit on output
performance in Nigeria. The findings show that microfinance bank loans and advances have
a positive and significant long-run effect on Nigeria’s economic growth. Therefore, the study
recommends that microfinance institutions must be adequately harnessed and supported to
attain their maximum potential. This involves appropriately regulating microfinance banks
and reviewing the Microfinance Policy, Regulatory, and Supervisory Framework (MPRSF)
to increase public trust in microfinance institutions. Additionally, microfinance banks should
be required to provide SMEs with much-needed loans with minimal or reasonable collateral.
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