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ABSTRACT

INTRODUCTION

Development Finance Institutions (DFIs) are universally charged with providing financing to growth sectors in 
their respective jurisdictions.  The Nigerian government since 1964, has set up several DFIs, some of which 
were unable to perform optimally, despite this, there have been attempts to restructure them into more 
commercially oriented enterprises. This study aimed to identify and explore the additional strategies that the 
Nigeria DFIs have developed to ensure long run financial sustainability between the periods of 2017 to 2021. It 
examined a quantitative approach to measuring the financial sustainability of Nigerian DFIs using different 
metrics, empirically, the impact of the adoption of the wholesale model, the implementation of institutional 
safeguards, and the influence of political interference on corporate governance on long-run financial 
sustainability. The results identified that (1) the wholesale model has had a positive impact on financial 
sustainability indices like the NPL, CAR, ROE, and SDI from 2017 to 2021, (2) several respondents believed 
that Corporate Governance and Institutional Safeguards are directly related to financial sustainability. The study 
results showed that to ensure long run financial sustainability by Nigerian DFIs, effective corporate governance 
and the implementation of institutional safeguards underpinned by a business model that works (the Wholesale 
model) are important.

Development Finance Institutions (DFI)s are universally charged with providing funding to small and 
medium-sized enterprises in their respective jurisdictions. The name “Development finance institution” is not 
universally used, they are sometimes called development banks, and at other times, they are public or policy 
banks (De Luna-Martinez, et al., 2018). 
Due to the initial poor Performance of Nigerian DFIs, the Nigerian Government devised new strategies and 
created new DFIs by either merging the operations of previous ones e.g., Bank of Industries, or establishing 
new ones, e.g., Development Bank of Nigeria. This was to ensure that DFIs are given a new commercial 
orientation on financial sustainability and attainment of their mandates.

To attain long-term financial sustainability and avoid returning to the levels of the financial crisis of 
2001–2002, DFIs must devise new strategies. this study contributes to the body of knowledge by examining 
the novel techniques created from 2017 to 2021 and focuses on the following strategic hypothesis 
i. Adoption of the Wholesale Operating Model
ii. Robust Corporate Governance & Implementation of Institutional Safeguards.

To attain long-term financial sustainability and avoid returning to the levels of the financial crisis of 
2001–2002, DFIs must devise new strategies. this study contributes to the body of knowledge by examining 
the novel techniques created from 2017 to 2021 and focuses on the following strategic hypothesis 

Keywords: Development finance Institutions, Wholesale DFI Model, Retail DFI Model

Problem Statement

Research Aim and Objectives
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LITERATURE REVIEW

Various definitions of DFIs were discovered during the literature review. They are government-owned special 
development banks designed to encourage private sector development in poor countries and funded by national 
or global development funds (Organisation for Economic cooperation and development, 2022). Being backed 
by government guarantees fortifies their creditworthiness and can therefore receive funding to provide loans on 
competitive terms. In another view, A DFI, is a government-backed agency that invests in the private sector 
alongside aid agencies and development banks to encourage job creation and long-term economic growth 
(EDFI, 2022). 
While both definitions emphasize the role DFIs play in private sector development, (Diamond, 1957) set their 
primary goal as stimulating private development, raising questions about whether profitability should take 
precedence. But in most developing countries, DFIs are known to perform other services e.g., technical 
assistance, and advocacy. 
Researchers have widened the concept to include the role of providing loans, guarantees, and equity to 
developing countries to meet their investment shortfalls. This will foster collaborative and justifiable progress 
while also assuring long-term financial stability(Dalberg Global Development Advisors, 2010)). DFIs assist 
clients with capacity building, professional guidance, and enhancing their social responsibility and good 
governance, in addition to giving funding for development. A DFI promotes private sector development through 
a three-pronged approach as illustrated below:(Dalberg Global Development Advisors, 2010). 
A 2019 report defining DFIs as legally independent, government-sponsored financial institutions with explicit 
public policy missions propose three minimum criteria for distinguishing DFIs from other institutions as follows 
(Xu, et al., 2019).  
1. It must be a financial institution that is legally independent and self-sustaining
2. Must pursue public policy objectives, these are aimed at fixing market failures, incubating markets,         
and promoting structural transformation
3. Enjoys government support. 
However, this definition did not take consider the operating environment of most DFIs in developing countries, 
though they enjoy government support but might not be legally independent. 
Another article (Scharf & Shetty, 1972), differentiated DFIs from other private financial institutions in how they 
can separate their operations from those of commercial banks to focus on their developmental objectives. They 
emphasize more on assisting in the management functions of projects financed than normal banking operations, 
where the emphasis is placed on collateral lending. In this manner, they act more as partners to deliver viable 
projects, assist to obtain funds for developmental purposes, and encourage economic growth and sustainable 
development.
A 2001 article by the World Bank group further defined DFIs as not only government Development banks but 
non-governmental organizations and micro-finance institutions that promote community development, power 

Definition of Development Finance Institutions

i. Adoption of the Wholesale Operating Model
ii. Robust Corporate Governance & Implementation of Institutional Safeguards.
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The CBN defines the financial system to include the rules, regulations, and combination of all financial 
institutions and arrangements that interact with each other in the financial sector to foster the economic growth 
and development of a nation (Central Bank of Nigeria, 2017). It is based on the belief that economic agents are 
categorized into surplus and deficit spending units. Surplus spending units have excess funds above their 
immediate needs and supply surplus funds to the financial system. To fund their operations, groups with a 
shortage of funds borrow from the surplus units (Central Bank of Nigeria, 2017). This forms the basis of 
economic development, it provides a linkage for the various economic sectors and according to (Nzotta, 2004) 
it provides the necessary environment for implementing government economic policies, especially exchange 
rate stability, the balance of payments equilibrium, and foreign exchange management.
The Nigerian financial system though being one of the largest in SubSaharan Africa and having gone through a 
lot of reforms over the last 25 years, is not well positioned to fulfill its potential as an economic growth driver. 
This could be due to many financial intermediaries in the system or the dominance of commercial banks 
(Afangideh, 2006).
The Nigerian financial system consists of the formal sector (bank and non-bank financial institutions) and the 
informal sector (savings and loan associations, local money lenders, etc.). In contrast to the formal sector, which 
is regulated, the informal sector is loosely organized without formal regulation. (Central Bank of Nigeria, 2017). 
The informal sector is poorly developed, with limited and lack of integration with the formal financial system 
(Olofin & Afangideh, 2008). 
From the mid-1960s till date, the Nigerian government have set up several DFIs. These included in 1964, The 
Investment Corporation of Nigeria later known as the Nigerian Industrial Development Bank, 1973 saw the 
setup of the Nigerian Bank for Commerce and Industry, while the Nigerian Agricultural and Cooperative Bank 
was set up in 1973 to provide financing support to agricultural business.  1977 witnessed the birth of the 
Nigerian Building Society (NBS) later known as the Federal Mortgage Bank of Nigeria. By 1992 and 1993, two 
more institutions – Urban development and the Education Banks were established. These DFIs were all focused 
on different economic sectors, unfortunately, a reliance on government subventions, poor corporate governance 
structures, political instability, non-performing loans, and the overall financial crises in early 2001 led these 
DFIs into financial crises and distress (Bolaji, 2014).  
Various DFIs were created in Nigeria, either by combining the operations of previous ones such as the Bank of 
Industry, or by establishing new ones such as the Development Bank of Nigeria. Essentially, all of these are 

The Development of the Nigerian DFIs

decentralization, and local empowerment by matching grants. This report also builds on the Subsidy 
Dependence Index (SDI) concept of measuring the social cost of DFIs that receive public funds to determine 
whether the social benefit of the DFIs’ use of public funds exceeds the social cost  (Yaron & Schreiner, October 
2001).
Lastly, in Nigeria, (DFIs) are defined as "specialized financial institutions" that are set up with the explicit 
mandate of developing and encouraging the growth of strategic economic sectors that are important to the 
nation's socio-economic development (Central Bank Of Nigeria, 2015).
A developing nation like Nigeria lacks a complete range of financial services to meet its financing requirements 
as high-impact economic sectors (SMEs) do not have access to long-term financing. To ensure sustainable 
economic development, the Nigerian DFI must fill the gap in the financial sector.

8



METHODOLOGY
Research Design

Population

Sample Size

designed to help DFIs become commercially viable, and financially sustainable, and achieve their mandates. 
The Central Bank of Nigeria (CBN) is charged with the responsibilities of licensing and supervising the 
Nigerian DFIs. These DFIs (Bank of Agriculture, Bank of Industry, Nigeria Export-Import Bank, Development 
Bank of Nigeria, The Infrastructure Bank, Federal Mortgage Bank of Nigeria) were collectively defined as 
“Specialized Banks” under the (Bank and Other Financial Institutions Act, 2020). This is expected to strengthen 
the operations of Nigerian DFIs and ensure proper corporate governance.
In furtherance of these regulatory powers and to ensure the proper regulation of DFIs activities towards 
delivering a level field for the achievement of their developmental objectives  (Premium Times , 2015), the 
CBN issued guidelines for DFIs supervision (Central Bank Of Nigeria, 2015).
The regulatory agency classified DFIs into:
i. The Wholesale Development Finance Institution (WDFI) provides wholesale funds to participating 
financial institutions (PFIs) for on-lending to enterprises in identified sectors.
ii. A Retail Development Finance Institution (RDFI) is a development finance institution devoted 
principally to lending directly to enterprises/organizations in identified sectors (Central Bank of Nigeria, 2015).

The study is descriptive and inferential in nature; descriptive statistics were used to characterize the properties 
of the data set, while inferential statistics allowed the hypothesis to be tested. The study questions aim to 
experimentally investigate the many metrics of assessing financial sustainability using a Quantitative approach, 
analyzing events by collecting numerical data and evaluating it using mathematically based methods 
(particularly statistics) (Creswell, 2014). The study is also applied research, it addressed a practical business 
problem as not only scientifical problems are studied in applied research (Biggam, 2008).

The population is defined as the sum of or total of all the subjects or organizations that conform to a specified 
set of conditions, these groups are of interest, and research findings can be generalized to them. (Polit & 
Hungler, 1999). 
The selection of DFIs was from the six CBN-licensed DFIs (CBN, 2022) and the focus was on those whose 
financial statements are published regularly and easily available. This excluded the Bank of Agriculture and the 
Federal Mortgage Bank of Nigeria, the selected DFIs are the Bank of Industries Plc, The Nigeria Export and 
Import Bank Plc, The Infrastructure bank of Nigeria Plc and the Development Bank of Nigeria Plc.

The respondents were recruited from the four DFIs in accordance with our target population selection. The 
questionnaires were distributed to employees throughout the DFIs, spanning diverse years of experience, grade 
levels, age, and gender. Purposive and convenient sampling was used to select 15 staff from each of the selected 
DFIs, totaling 60 respondents. A total of 42 responses were received, which was deemed appropriate because 
researchers consider a sample size of 20 to 50 people to be a decent sample size (Sekaran, 2010) and between 
30 to 100 (Kish, 1965).
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RESULTS AND DISCUSSION

Sampling Method

Unit of Analysis

Table 1: Descriptive Analysis

A Non-Probability sampling method  (Saunders, et al., 2016) was used; therefore, the method had the 
unintended elements of judgment sampling as the personal judgment was applied in identifying and selecting 
the four institutions from the list of 6 licensed by the CBN. The purposeful and convenient sampling technique 
was used for the respondent’s list, with some element of a snowballing effect, as a senior staff member at each 
of the DFIs well known by the researcher was approached, the snowballing effect came from the Staff member 
whom then recruited other participants from the various departments previously identified for the research. The 
Researcher then emailed a link to the Google Forms online questionnaires to all participants. A total of 60 email 
links were forwarded, and 42 were received.

The selected senior to general management staff cadre of these DFIs working in the risk management, strategy, 
business development, and administration departments were the study’s units of analysis. The Institutions were 
selected from the list of licensed CBN DFIs in Nigeria. This was done in line with (Blumberg, et al., 2014) to 
achieve validity in terms of accuracy and precision.

Table 1 shows the summary of the analysis of demographic attributes of the respondents. As observed from 
Table 1, majority of the respondents are in the senior management level of the various DFIs, constituting 
approximately 59.5% of the total respondents. Those in the junior to middle management level make up 31% of 
the respondents. Relatively to other management levels, 9.5% of the respondents are at the executive 
management level. Table 1 shows that 2.4% of the respondents are between the age of 21 – 30 years. Those aged 
between 31 – 40 years constitute 26.2% of the respondents. 35.7% of the total respondents fall within the age 
range of 41 – 50 years and those aged between 51 to 60 years make up 35.7% of the respondents. The 

Grade Levels Junior to Middle Management – 31% 
Senior Management – 59.5% 
Executive Management – 9.5% 

Professional Experience Less than 5 years – 2.4% 
5 to 10 years – 14.3% 
10 to 20 years – 40.5% 
More than 20 years – 42.9% 

Age Groups 21 to 30 years – 2.4% 
31 to 40 years – 26.2% 
41 to 50 years – 35.7% 
51 to 60 years – 35.7% 

Spread of Respondents Wholesale DFIs – 45.2% 
Retail DFIs – 54.8% 

 Source: Field Survey (2022)
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Financial Statement Analysis

Table 2: Analysis of Financial Indicators

Data were from the financial statements of examined DFIs, which are publicly available. Due to regulatory 
approval delays, the 2021 financials of some of the Retail DFIs were not available for this study.

Source: Derived from SDI, ROE, CAR and NPL averages of the figures reported in the financial reports

experiences of the respondents were also surveyed. Table 1 informs that a higher number of the respondents that 
participated in the survey had more than 20 years of experience, equaling 42.9% of the total respondents. The 
category of respondents with high experience is those with 10 to 20 years of experience, making up 40.5% of 
the respondents. Those with 5 to 10 years of experience equal 14.3% and 2.4% of the respondents have less than 
5 years of experience. This finding shows that the majority of the respondents have quite several years in the 
banking industry. Hence, have the knowledge and relevant information regarding the subject matter of interest. 

As indicated by N in Table 2 above, the number of RDFIs studied were three and the number of the WDFIs 
studied was one. The minimum and maximum values of the financial sustainability indices over the years 
studied (2017-2021) were computed as seen in Table 2. However, of particular interest to this analysis is the 
observation of the disparity of the averages of these financial metrics between RDFIs and WDFIs.
The mean of the SDI for RDFI (3.07) is greater than the SDI of WDFI (0.00) indicating that with the WDFI 
model comes a lower dependence on government subsidies. This marks a positive impact of the adoption of the 
wholesale model on the SDI performance of DFIs.
The mean of the ROE for RDFI (-0.07) is less than the ROE of WDFI (0.14) and returns a negative number, 
indicating loss, the higher ROE of WDFI indicates that with the WDFI model comes a higher rate of profitable 
capital reinvestment.
The mean of the CAR for RDFI (-006) is far less than the CAR of WDFI (184.63) indicating a significant 
difference in the asset quality of the DFIs. It also indicates that the WDFI model is by far better disposed to 
cushion risks with a more robust capital base. 
The mean of the NPL for RDFI (0.01) is greater than the NPL average of WDFI (0.00) indicating that with a 
WFDI model there is a zero incidence of non-performing loans whereas the case of non-performance persists in 
RDFI. This indicates that the wholesale model has a positive impact on the NPL performance of DFIs.

RDFI 
Variables N Min. Max. Mean Std. Dev. 
SDI 3 1.70 6.26 3.07 2.15 
ROE 3 -0.28 0.05 -0.07 0.13 
CAR 3 0.23 0.64 -0.06 0.19 
NPL 3 0.25 0.49 0.36 0.10 

WDFI 
Variables N Min. Max. Mean Std. Dev. 
SDI 1 0.00 0.00 0.00 0.00 
ROE 1 0.09 0.20 0.14 0.05 
CAR 1 64.21 323.20 184.63 128.39 
NPL 1 0.00 0.00 0.00 0.00 
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Table 3: NPL Performance of WDFIs and RDFIs

Table 4: CAR Performance of WDFIs and RDFIs

Table 5: SDI Performance of WDFIs and RDFIs

From the Table 3, DFIs running solely on the Wholesale model reported a consistent zero-value NPL rate from 
2017 to 2021 while RDFIs reported high NPLs. In other words, RDFIs recorded NPLs of 48.5%, 39%, 32% and 
24.5% in 2017, 2018, 2019 and 2020 respectively, 2021 figures not available.

A CAR value for WDFIs and RDFIs is shown in Table 4, spanning 2017 to 2021. Though both values are 
positive, CAR figures for RDFIs are comparatively lower, indicating that WDFIs have a larger capital base to 
cover the associated risks, unlike the RDFIs.

From Table 5, one sees that the WDFIs reported a consistent 0% SDI rate from 2017 to 2021; while the RDFIs 
have had an increasing SDI value - strongly implying their increasing dependency on government subsidies.

Source: Derived from SDI averages of the SDI figures from the financial reports

Source: Derived from NPL averages of the NPL figures from the financial reports

Source: Derived from CAR averages of the CAR figures from the financial reports

NPL 

Year WDFIs RDFIs 
2017 0 0.48 
2018 0 0.39 
2019 0 0.32 
2020 0 0.245 
2021 0 NA 

 

CAR 
Year WDFIs RDFIs 
2017 319.98 0.641 
2018 323.2 0.4222 
2019 140.52 0.22865 
2020 75.24 0.2766 
2021 64.21 NA 

 

SDI 

Year WDFIs RDFIs 
2017 0 1.84 
2018 0 1.70 
2019 0 2.49 
2020 0 6.26 
2021 0 NA 

 

12



Table 6: ROE Performance of WDFIs and RDFIs

DISCUSSION OF FINDINGS
H01: There is no positive impact of the adoption of the wholesale model
on the NPL performance of DFIs

Chart 1: Trends of the NPL ratios for WDFIs and RDFIs

From the Table 3, DFIs running solely on the Wholesale model reported a consistent zero-value NPL rate from 
2017 to 2021 while RDFIs reported high NPLs. In other words, RDFIs recorded NPLs of 48.5%, 39%, 32% and 
24.5% in 2017, 2018, 2019 and 2020 respectively, 2021 figures not available.

A DFI model that turns out a high NPL ratio is regarded as financially unsustainable as provisions made for 
these irredeemable defaults cut into the profitability margins of such DFIs, rendering them unsustainable in the 
long run if such credit losses persist. The reverse is the case for a low NPL

In line graphs, WDFIs have consistently had 0% NPL ratios from 2017-2021, while RDFIs have had high NPL 
ratios between 24% and 49%. According to the decision rule guiding this study, WDFIs are more financially 
stable than RDFIs, and, therefore, the adoption of the wholesale model by WDFIs has resulted in a reduction in 
DFI non-performing loan rates. We, therefore, conclude that the adoption of the Wholesale model proves 
effective in curtailing the NPL ratio of DFIs. Thus, the null hypothesis (H01) is rejected. While it is instructive 

Source: Derived from SDI averages of the SDI figures from the financial reports

ROE 
Year WDFIs RDFIs 
2017 0.09 -0.11 
2018 0.18 -0.28 
2019 0.2 0.01 
2020 0.1 -0.02 
2021 0.12 0.05 

 

1
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II. H02: There is no positive impact of the adoption of the wholesale model
on the capital adequacy of DFIs

III. H03: There is no positive impact of the adoption of the wholesale model
on the subsidy dependency index (SDI) of DFIs

Chart 2: Trends of the CAR for WDFIs and RDFIs (2017 to 2021)

Another metric key to defining the financial sustainability of DFIs is their capital adequacy ratio. This is a 
measure of how adequate the capital base of a DFI is to cushion the attendant risk associated with the DFI’s 
assets. Higher CAR reflects higher financial stability because it indicates that the DFI has enough capital to 
absolve all its liabilities and credit exposures. WDFIs that solely operate based on the wholesale model will be 
deemed to have had a positive impact if the CAR values of those DFIs are higher than those operating on the 
retail model. Conversely, A lower CAR value for the WDFIs would be considered a negative impact of the 
wholesale model on DFI’s CAR values. Recall, the lower CAR values connote lower financial sustainability.

Over the period 2017-2021, the CAR of RDFIs was consistently below 50%, while the CAR of positive WDFIs 
was significantly higher. Hence, the adoption of a wholesale model by the WDFIs has a positive impact on the 
capital adequacy ratio (CAR) of DFIs. We, therefore, reject the null hypothesis (H02).

SDI is another critical metric in the measurement of financial sustainability. It indicates to what extent a DFI 
depends on subsidies from the government to run its processes. Subsidies from the government make DFIs less 
sustainable for two reasons. The DFI processes halt when such funding ceases. Secondly, government 
intervention in DFI processes almost always results in inefficiencies. If WDFI has exhibited lower SDI values 
than RDFIs, the wholesale model adoption will be deemed a positive impact on DFI's SDI performance.

that the RDFIs show a declining NPL trend over the 5 years signaling an improvement, the zero-NPL status of 
the WDFIs remained unchanged.
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IV. H04: There is no positive impact of the adoption of the wholesale model
on the Return on Equity of DFIs

Chart 4: Trends of the ROE for WDFIs and RDFI (2017 to 2022)

Chart 3: Trends of the SDI for WDFIs and RDFIs (2017 to 2021) 

SDI is another critical metric in the measurement of financial sustainability. It indicates to what extent a DFI 
depends on subsidies from the government to run its processes. Subsidies from the government make DFIs less 
sustainable for two reasons. The DFI processes halt when such funding ceases. Secondly, government 
intervention in DFI processes almost always results in inefficiencies. If WDFI has exhibited lower SDI values 
than RDFIs, the wholesale model adoption will be deemed a positive impact on DFI's SDI performance.

A DFI will not be financially sustainable if its ratio of returns relative to its equity is not impressive enough to 
attract investments. Thus, a key metric for the financial sustainability of a DFI is how high its return on equity 
is. The adoption of the wholesale model on the ROE performance of a DFI will be said to be positive if the ROE 
values of WDFIs are shown to be higher than the ROE values for RDFIs.
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Figure 1: Percentage of Independent Directors

Does the corporate governance structure of DFIs (i.e., Board independence)
have an impact on the performance of the DFIs?

Over five years (2017 to 2021), the WDFIs have consistently reported higher ROE values than RDFIs. Thus, 
implying that the adoption of the wholesale model has a positive impact on the ROE performance of DFIs. 
therefore, it can be deduced that the WDFIs have achieved better ROE performance than the RDFIs indicating 
that the impact of the wholesale model on the ROE performance of DFIs is positive. We, therefore, reject the 
null hypothesis, (H04).
The place of corporate governance marked by a Board that is independent of political interferences is a 
precursor for the long-run financial sustainability of DFIs as Boards that are free of political intervention are 
more likely to carry out their professional tasks independently and to develop institutional protections shielding 
the institution from actions that could jeopardize the DFI's long-term viability
Some questions must be answered to show the relationship between strong Corporate Governance/Institutional 
Safeguards and DFI’s Financial Sustainability. This was established using the responses from the deployed 
survey and subsequent analysis.

When asked how many independent directors are on their board, 46.3% of respondents said that 40% to 70% of 
their directors are independent. This range corresponds to the statistic derived from the WDFI's 2021 Annual 
Report, which shows that over 60% of the directors are independent. This also implies that 46.3% of responses 
are most likely from the WDFI category. 
Worthy of note here is that the WDFI category never approved loan facilities for companies related to politically 
exposed persons (PEPs) in the last 5 years, as illustrated by the second chart. The third chart also shows that 
72.2% of all respondents agree that a considerable proportion of NPLs recorded are from loans related to PEPs. 
This in essence means that the independence of the Board or strength of its corporate governance can help a DFI 
mitigate against undue exposure to PEPs, which safeguards the long-term sustainability of the DFI.

1.

46.3%

9.8%

39%

15. What percentage of your institution’s board composition is made up of independent directors?
41 Responses

Non Applicable

10 to 40%

40 to 70%

More than 70%

16



Figure 2: Percentage of Loans to PEP

Figure 3: Proportion of PEP’s Loans

2. Does political interference have an impact on the performance of the DFIs?

The chats below shows that 54.8% of respondents have credit policies that do not bar them from engaging with 
or lending to PEPs. Yet, 77.2% of the respondents agree that a significant proportion of loan defaults (NPL) 
among Nigerian DFIs arise from lending to companies related to PEPs.
This simply implies that institutions that do not find a way to curb their exposures to PEPs might run the high 
risk of credit defaults, which will in the long run hamper the sustainability of such DFIs.

12. If “Yes”, what pecentage of credit facilities approved in the last 5 years were to companies to

Politically exposed Persons(PEPs)?

14. If you answered “No” to #11, do you think a significant proportion of NPLs recorded among

Nigerian DFIs are from credit facilities approved for companies related to PEPs?

38 Responses

36 Responses

Less than 10%

10 to 40%

40 to 70%

More than 70%

Non Applicable

Strongly Agree

Agree

Disagree

Strongly Disagree

50%

44.7%

27.8%

44.4%

8.3%

19.4%
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Figure 4: Credit Policy on PEPs

Figure 5: Portion of NPLs from PEPs

45.2%

54.8%

11. Does your credit policy allow lending to companies related to Politically Exposed Persons(PEPs)?

42 Responses

42 Responses

32 Responses

Yes

No

Strongly Agree

Agree

Disagree

Strongly Disagree

Not Applicable

13. Significant portion of the NPLs recorded in the last 5 years were from
credit facilities approved for companies related to PEPs?

35.7%

16.7%

19%
16.7%

11.9%

Figure 6: Proportion of PEPs from NPLs

Strongly Agree

Agree

Disagree

Strongly Disagree

14. If you answered “No” to #11, do you think a significant proportion of NLPs Recorded among Nigerian

DFIs are from credit facilities approved for companies related to PEPs?

27.8%

8.3%

19.4%44.4%
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4.8% of the respondents do not have defined credit policies in their institutions, while 17.1% have had major 
operational/credit infractions. There is a huge likelihood that a lot of the infractions stemmed from a 
non-adherence to credit policies.
The third chart shows 72.2% agree that a significant proportion of the non-performing loans recorded among 
Nigerian DFIs in the last 5 years were credits approved for companies related to politically exposed persons 
(PEP).
This implies that when there are no safeguards or when the existing ones are inadequate to protect the DFIs 
from lending to PEPs or related companies, there is a huge propensity for the DFIs to lend to PEPs which puts 
the loan assets of the DFIs at risk.
From the responses gathered, it is safe to conclude that the absence of institutional safeguards such as credit 
policies among DFIs poses a high risk to the financial sustainability of DFIs.

3. Does the establishment of institutional safeguards such as the
existence of credit policies and credit approval processes have an impact
on the financial sustainability of DFIs?

42 Responses

Figure 7: Existence of Defined Credit Policies

Yes

No

Yes

No

7. Does your institution have a defined and approved credit policy?

95.2%

41 Responses

Figure 8: Existence of Credit Infractions

8. As usually reported in the annual financials, has your institution recorded any credit or operational

infreactions or exceptions in the past 5 years?

82.9%

17.1%
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CONCLUSIONS AND RECOMMENDATIONS

Table 7: Ranking of Challenges by Respondents (Highest to Lowest)

Strongly Agree

Agree

Disagree

Strongly Disagree

36 Responses

Figure 9: Proportion of NPLs from PEPs

Source: Field Survey (2022)

14.  If you answered “No” to #11, do you think a significant proportion of NLPs recorded among Nigerian 

DFIs are from credit facilities approved for companies related to PEPs?

44.4%

27.8%

8.3%

19.4%

The respondents’ rankings as follows; highlights political interference and weak corporate governance as the 
two major threats to their financial sustainability:

It is safe to conclude that majority of the respondents agree that there is a direct relationship between Corporate 
Governance, the Establishment of Institutional Safeguards (to prevent undue exposures, especially to PEPs), 
and DFIs long-term Financial Sustainability.

Rank Challenges 
1st Political Interference 
2nd Weak Corporate Governance 
3rd Attracting Funds 
4th High Operating Costs 
5th Capped Interest Rates 
6th Making good credit decisions 
7th Exchange Rate Fluctuations 
8th Formulating Actionable Strategies 
9th Attracting Great Talents 

 

From the result of the analysis, it was shown that effective corporate governance, the application of safeguards, 
and a viable business model (the wholesale mode) are required for the long-term financial sustainability of DFIs 
in Nigeria. The study observed that the wholesale model plays a major role in ensuring DFIs achieve long-run 
financial sustainability. On the basis of these, the study recommends that DFIs in Nigeria adopt the wholesale 
model and put in place institutional safeguards, and ensure compliance with corporate governance rules.
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