i)
"THE |MPACT OF NACB CREDI T ON ARABLE CROP PRODUCTION: A CASE
STUDY OF SMALL HOLDER DI RECT SCHEME IN ZARI A".

BY

EDAME, GREG EKPONG

A THESIS SUBM TTED TO THE POSTGRADUATE SCHOCOL, AHVADU BELLO
UNI VERSI TY, IN PARTI AL FULFI LLMENT OF THE REQUI REMENTS FOR THE
AWARD OF DECREE COF MASTER COF SCIENCE (M SC IN ECONOM CS) DEPART-

MENT OF ECONOM CS, FACULTY OF ART AND SOCI AL SCI ENCES, AHMADU
BELLO UNI VERSI TY, ZARIA N GERIA

DECEMBER, 1993



(ii)

COPYRIGHT STATEMENT.

This thesis or any part thereof must not be reproduced in any
form without the written permission of the Fostgraduate School,

Ahmadu Bello University Zaria, or the author.



(1ix)

I hereby declare that this thesis 1s a product of my own research
work, except where reference 1s made to published laterature and
duly acknowledgerd. fhe work has not been presented anywhere for
the purpose of awarding a higher Degree. All references have

heen acknowledged by way of bihliography at the end of the the-

S1S.

The above declaration is conf:rﬂt‘d

Dr. (Mrs) FP.S5. Aku

Chairperson, Supevisory Committee.



{1v)

CERTIFICATION.

This Thesis entitled "The impact of NACB Credit on Arable Crop
Froduction: A Case Study of the Small Holder Direct Scheme 1n
Zaria". By EDAME QHEG. EEKFONG meets the regulations governing
the Award of the Degree” of MASTER OF SCIENCE of Ahmadu BHello
University, Zaria and 1is approved for 1ts contribution to

sciencetific knowledage and literary presentation.

PV _29{z]qe.

Dr.iMrs) F.S5.A8ku Date

Dr. A. B. ESHIET Date

(Supervisor. Minor)

Dr. (Mrs) F.S5. AKU Date

Head of Department of Economics

FROF . DALHATU, MOHAMMED Date

Dean of Fostgraduate School

C VvV TCDRAL CvAMMTMOCD | TR SN



{(v)

DEDICATION.

This Thesis is dedicated to my late grand parents maternal and

paternal.

And to God Almiohty with whom all thinags are possible.



(va)
ACKNOWLEDGEMENT .
‘First, T will give thanks to the Lord and His praise =hal

be permanent in my mouth, for making 1t possible to complete the

programme .

I thank also my major and minor supervisaors Dr. (Mrs) LS.
Aku and Dr, A.H. Eshiet for their motheriy and fatheriy guidance
and assistance that have led to the successful completion of thas
thesis.

The anthor 1w also grateful to the staff of the departmeno
of Economics past and present; particalarly Dr. Mike Fuanashie.
They are too numerous to mention by names.

Besides, my deepest gratitude goes to W.O. 1. Mike Frobk and
Family, Mr. C.C.5 Okeke and Family . Mr. and Mrs. J.A. Eninimy and
Fanaly, LT. Damiel BRabuwdoh and Family, Mr. Tijjanit Abdullahi and
Mr. R.A. Ftuma, for their financiral and moral barkainne.,

Similarly, 1 also thank my parents Mr. and Mrs. [Ihomas M.

Fdame, My brothers and Sisters who have assaisterd me fainancially

and morally too.
My appreciratiron equally qgoes to my colleagues aned fraenrds,

Mr. H.N.S5. Salawu, Vera Baojie, Martha Emeraibe, Maryrolette Agbo

Dehelebe., Kasim 1. Salihu, M.k, Lawal, Alhassan hambno Abubabkar,

Sunny lkawu, Helen Boor and a host of others, too numerous tno

name, who gave me their moral sapport.

I must also register my profound gratitode tn all my cromrse

mates especially thr. Alhassan Nuabwe who assaisted me a0 no wma ) )

measure to administer the questionaires duraing the faeld curvey,

and to the farmer=s in the selected area of shtoady who hore the



questioning with moach good honour during the

Tao crown 1t all, 1 thank the NALRK

providang me with the data and many

contraibuted 1n no small way to the data

office.

I especrally wish to thank Mallam Mansir

{Mrs} Agbo for typing the manuscraipts

would not have been completed.

bovard

nbher

w1tk

imnterview with

of

staft

rollection

hirectors

member 5

t bisrr

tor

wiho

at the branch

Madaboy and Madam

wilvi ch

the wark



vii
ABSTRACT
The study aims at analyzing the likely farm-level effects
of credit on arable crop production and the use of moderrn inputs
by small holder farmers in Zaria Local Government Arza =f Kaduna

State.

The study compared the ocutput and input use of borrowers and

non-borrowers of NACB credit by small holder farmers Zaria.

o
Ve
1

in
Given these objectives, it was hypothesized that, the =m

o

farmars of arable crop production with access to imstitutio

e

a

credit have Ligher output per unit input,

It was further assumed that there have been increase in
productivity and profitability of farmers that use credit on

arable crop protecticn than their neon-user counterparts.

That being the case, 1t was expected that the NACEB credit
on arable crecp protection would make an impact on the size

distribution of income amongy =mall farmers of arable c¢rop in

Zaria LGA, among the borrowers.

All the required information was collected through the use
of structured guestionnaires. A total of 179 farmers comprising
of 71 beneficiaries and 108 non-beneficiaries were interviewed

in the four sampled villages in Zaria Local Government Area.

A total of 15,992 clients in the state has so far benefited

from the NACE small holder Direct Scheme between 1981 - 1991,



Out of this number, 2,194 small scale farmers in Zaria LGA, has
so far benefited from the SHDLS, between 1982 to 1991, when the
Xaduna branch office of the NACE was opened. This number out of
3.969 million people, is however, small in Kaduna state. Beside
the low number of loans involved, +khere is a patronage by ‘big’

farmers in the state.

The analytical tocls amployesd in the study include farm-
budget, cost and returns analysis, Descriptive Statistical tools
such as pie charts and histographs were alsco used to show the
distribution of loans by purposes between 1981 to 1991 in the LGA

when the NACB small holder Direct scheme was inaugurated.

It was discovered that out of a total amount of
N756,874,944.74 million that was disbursed to agriculture for
various purposes, between 1981/91, 58.4 percent or H441.8 went

to arable crop protection.

The second greater share of 31,3 percent or N237.2m went to
marketing. Twenty nine million Naira (N29.0m) or 3.8 percent was
given for outgrowers-lending. Loans for livestock production
amounted to N31.5m or 4.2 percent. toans for mixed farming
amounted to N14.8m or 2.0 percent. The least number of loans
went to Agro-Allied production, which received ¥2.3m or 0.3

percent of all the loans %o agriculture.

Percentages of loan distribution within the years Were
viewed in two different ways: (i) The percaentage in total loan

amount* and (ii) The percentage number of lecans +. The



percentage total loan amount ranged from as high as 31.7 percent
in 1985 to as 0.1 percent in 1991. Thirty one point six percent
(31.6%) was disbursed in 1982, 19,2% in 1987. While the rest
followed the same pattern. The spread of the percentage fotal
number of lcans shows a similar pattern. It ranges from 53.82

percent inm 1981. This was followed 14.1% in 1982. And the

lowest range was 0.3 percent in 1991,

The results of warisus z2nalysis showed that Nenseficiariss
exiployed Jlarger fertilizer and capitel inpults than =acn

gsed by the *twy groups of fazrpers wers not sigpificantly
different. BRBeneficiaries w&ve alge found to earn larger g-oss

and Bet farm income than nsn-beneficiaries. The total farm

gxpansas of hérrcwers waa significantly higher thap mnman-
bOrTOWers.,
The cresults indicated “¥a* TfTertilizer znd capital h2d

greater irfluencs on sutputes, whils labour szhowed a negative

H B — - - —'e - -
infiyence oOn FUtput nDf *F¥a YAars-paves

From the findingm, 2n important Conclusion that coulld &
Arswn from this study is that, the small holder arable crop

Credit will help By 3iving them good financial base so that
they can make some investiment in ths use of improved modern
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CHAFPTER 1
1.0 INTRO TI0OM: .

In Nigeria the =small farmer occupies an important position
in the search for increased food production. Heavy investment in
rural infrastructure, Agricultural research and extension are
among the support efforts of the government to improve the wel-
fare of the small farmer and satisfy the food needs of the indus—
trial ang commercial urban population. This requires the develop-
ment of the small farmers ability to increase food and fibre per
wnit area of land through the application of improved technolgy.

Historically, the small-scale farmer in Nigeria has been the
major producer of both export and daomestic food piroducts. The
Nigertan zmall-scale farmers have been supplying the bulk of the
nation‘s agricultural output. About seventy five percent of the
Nigerian population is engaged in agriculture. This is character—
igtic of an agrarian economy in the esarly stages of economic
development.

1t is agriculture that is expected to produce the marketable
aurplus that will be used to finance industries and bring ahnutla
technological revolution.

The method of small farmer production are however not effi-
cient under presentlevel of knowledge. The farmer must be provid-—
ed with new knowledge, skills and necessary motivation to produc-
tion, using present level of known agricultural technology if he
has to contribute to national development.

The small holder Direct Credit Scheme was introduced by the
Nigerian Agricultural and Cooperative BRBank Limited (NACB) in

march 1981, to cater for the interest of the small farmers who



constitute more than seventy—five percent of the farming popula-
tion in this countey (NACE, 19915 . |

There iz a growing concensus in Nigeria, that aqricultuf:l
developaent is one of the most important problems that must be
tackled from 1990s onward. It is also a comeon knowledge that
Nigeria of pre—-independent era was predominantly an agricultural
cauntry .

Some” &f the products for which the country waes widely noted
for were cocoa, groundnut, rubber, palm—produce and cotton
(Enigimi, 1982).

Migeria‘s recognition of the gseriousness ol her food nituq?
tion on & nation-wide scale, has made her aware of the pruhlugi
tacing agriculture as well as the necessity to seek & mode ot
tinancing geared to the specific needs of her agriculture, The
factors affecting agricultural production are very many, caﬁpléﬁ
and interrelated. They include: lack of appropriate technolagy,
‘suitzble credit services, managerial and labour skills, defective
tenure arrangements, uneconoaic farm sizes, and so on. Individuy-
ally and conjointly, these factors have adversely affected the
progressive development of Nigerian agricultue. o Im

Somt of these factors, such as the adoption of tectnological
improvemnent, use of improved implements and use of isaproved zeeds
and Tertilizers, may be said fu be within the reach of the ftarg—
ere, provided that the farmers are aware of the eeana and th;f
they havé easy access to credit, so as to secure the loans hy
which to increase their productivity and thereby improve thér
well beind (Al(u, 1991)- o



1.1 THE IMPORTAN OF AGRICLE :

Agriculture was the single most important sector of the
economy accounting for more than aone halft of the Gross Domestic
Froduct (GDF) and for maore than three—quarters of export earning
in the 1940' %,

The agricultural sector accounted for 78 percent, 69.8 per
cant af total gainful employment in 1952 and 1970 respectively”
(Aigbokhan, 198B).

It also accounted for &44.4 per cent, 62.2 per cent of the
GDP in 1958/59 and 19561/62 fiscal years respectively. In 1960,
the percentage of the sector to the GDP was 70 per cent, 55 per
cent in 192446, 53 per cent in L970/71 and 49 per cent in 1973/74,

| In 1242, agriculture with ita sub-sectars contributed more
than &1 per cent ot the GDP, and in 1984 the contribution of this
same sector to the GDF dropped to about 22 per cent. Before the
mid—1270s, agriculture constituted the mainstay of the economy,
accounting for about 70 per cent of the total labour force.

Between 19245 and 1973 agriculture recorded a growth rate of
2.8 per cent and a negative growth rate of —-0.050 per cent between
1973 and 1984.

fH drastic decline is witnessed over the vears in its (agri-~
cultural}) contribution to exports. Agriculture which constituted
about 80 per cent of the total value of exports of the econaomy in
1960, only accounted for less than 42 per cent of the total
export earnings in 1970 and about 3 per cent in 1984, Beeides,
the production of food has been gradually abandoned to such an
extent that MNigeria moved from "self-sufficiency in basic food

stuffs to a heavy dependence on food imports. For example, the

3



food import bills seoared from NG8m in 1971 to about N1,000 mil-
lion in 1978" (Odeiide, 1987).

In brief, there was the dominance of agricultural activity
in the economy of Nigeria ovetr the periods 1938/39 ta 1973/74;
thougb there has been gradual decline over time in the share of
agriculture in the GDP: At 1958/599, the share was 69.4 per cent
while in 1273/74 it came down o 34,1 per cent. "Till 19&4B/&%,
893 per cent of the GDP originated in agriculture. After 1968/42,
the downward trend in total contribution continued and by 1974/73
only 2%.4 per cent originated in agriculture" (Okunrintemi,
1991,

Agriculture is still the main stay of the Nigerian economy.
It iz the principal source of food and raw materials Tfor the
increasing Nigerian population. The availability of an adequate
food supply is vital because food shortages will lead to higher
prices, which inturn, may lead to demand for higher wages. AlsoD
most industrial developments that have taken place have centred
on using agricultural products as raw materials -~ fruit canning
and textile industries (Olalokun, 1979}).

Nwankwo (1981) has indicated that "agriculture continues to
be the mainstay of the Nigerian economy. it provides the bulk of
the employment, income, and food foar the popalation. 1t is the
sowrce of raw materials required for the country’'s agro-basad
induatries. It is alsc an important {foreign exchange earner, a
potential which is increasingly being exploited. The crucial role
of agriculture in the over—all development of the Nigerian econg--

my is therefore not in doubt.”



Bimilarly, Nigeria has continued to promotes
{1i) Increazsed production of food and other r#ﬁ materials to meet
the needs of the growing population and rising industrial produc—
tion, a basic objective in this respect ie the attainment of self
- sufficiency in food production in about five yearsj
(ii) Increase production of livestouck and fish tao meet domestic
need and create surplus for exportg
{iii} Increazed production and processing of export crops
with a view of expanding and diversifying the country’'s foreign
exchange earnings;

(iv) The expanzion of employment opportunities to absorb the
increasing labourforce of the nation, and

iv) Evolution of appropriate institutional and administrative
appatatus to facilitate the rapid development of the country’s
agricultural potentials. .

1f the above objectives are to be achieved, it becomes
imparative that appropriate agricultural finance policy and
strategy must be adopted by the country.

Abdullahi (198B4) in spite of the past contribution of the
agricultural sector to food and Eprrt production, “it is esti-
mated that growth of agricultural production has declined. This
has caused a massive migration from the sector.”

0il has overtaken agriculture in the race four pre-eminence
as the cardinal foreign exchange earner. "In the past, agricul-
tural products doaminated the Nigerian expoart trade... il has now
climbed to become the most important export of Nigeria” (Ajomo,
1972).

The dwindling nature of agricultural share in the GDP is



partly explained by the phenomenal growth of the mining and
industrial sectors. "The discovery of o0il in Migeria and the
consequent economic boom created a situwation of irony, Nhereby
instead of being a source of real ecomic growth and development,
oil boom led to distirtions in the economy® (Sada, 1987).

1.2 STATEMENT OoF THE FROBLEM.

FPoverty has been a serious problem of the rural farmers.

OQlatunbhosun (1973) has indicated that the majoritiy of Nige-
rians who constitute the poorest segment of our society live in
the rural areas with agriculture as their main economic activity.

{lne problem currently facing the sector is its poor per-—
formance. This is manifested in the failure of the sector to
praovide adequate food Yor the growing peopulation, declining
productivity of mast export craps which haz contributed to the
substantial reduction in the Nigeria's foreign exchange earnings,
and the declining contribution of agriculture to the GDP in real
times. This continued low rate of agricultural production in the
country has been accompanied by alarming increase in the lmporta—
tion of agricultural products including food items for which the
country has been traditionally self-sufficient.

The poor pertformance of the agricultural sector has had very
adverse effecfs on the development of agro-based industries in
Nigeria.

One of the comtributory factors to the problem of low pro—
ductivity of the Nigerian agriculture is the use of simple pro-
duction technology. (Abalu, et al. 1979, Osutogun, 198B6).

A unique feature of the Nigerian agriculture is the predomi-

&



nantly peasant system of cultivation. Production is carried out
under largely traditional syatem of cultivation in which farm
holdings are small. The system iz also characterized by the use
of simple tools like cutlasses and hoes. Farm inputs consit
mainly of land and family labour. Capital investment in s=mall
and modern inputs like fertilizers, chemicals and improved seeds
are still not widely used by most of the producers. Subsistence
production is the main feature of the system.

Under this small holdings systems, productivity remaing low
and the average farm income ie &0 low that no net savipg is
possible. To reverse this situwation, farmers will have to take
to advanced agricultural technology that will lead to increased
vield and income. But farmers can only take to this advanced
agricultural technology if they can buy it. In Nigeria, empiri-
cal evidence has shown that lack of sufficient capital is a major
constraint on Agricultural production (Norman, 1970, Ogunfowora,
1972).

Lack of credif is generally recongnized as an important
limiting factor to increasing tood production and modernizing
agriculture. Farmers® adoption of new technology oridinarily
requires the use of some improved inputs which must be purchased.
Most small farmers can not finance such purchasesa from their ouwn
savings because they are too poor to save and invest, a condition
which haz put them in a "vicious cycle" of poverty. The "Yicious
cyecle of poverty", state that a farmer is poor because he is too
poor to save and invest. |

The Nigerian small-scale farmer is, theretare, kept in a



position of poverty in spite of the urban development taking
place all around him. The "Vicious cycle” theory, which focuscs
on the reason for low saving rates in developing countries, il
widely accepted in Migeria. (Nafziger, 1984).

Murkse (1953) has argusd that poor countries are poor be-~
cause they are poor. Behind this apparent statement lies a
theary aof the "Vielouse cycle of poverty".

The basic aim of agricultural credit scheme is to provide
the farmer with the purchasing power that permits the expansion
of production through the use of improved technology and more
modern fTarm inputs.

The basic assumption that under lines the establishment of
institutional credit scheme for farmers in low income countries
iz that, these farmers are constrained by existing low level of
technology and lack of credit. Lack of credit would result in
sub-aptimal use of available resources since production costs are
financed by mavings. Pravision of credit is then expected to
bring a change in the farm level resource use and fars production
by removing the financial constraint, so that the farm operator
adopts an improved technology (Wharton, 1970},

OQgunfowora (1972) and Falusi (1973) has indicated that the
Nigerian Government has attempted to meet this need of credit by
establishing various types ot credilt schemes.

The credit schemes, bhas been designed to provide capital for
the agricultural sector and partly to stimulate the adoption of
improved technology. It is hoped that in this way output will be
raised with a corresponding increase in income, and that the

recipients would be able to improve their well being.



Credit iz ussually thought of as being necessary to break
the "Vicious cycle” of low farm productivity, low output, low
income, low savings, low investment whiéh seem characteristics of
peasant farming conditions in economically wnderdeveloped cou-~
tries. Thus, it is argued that until credit is made vailable to
small-holders, agricultural modernisation will be seriously
delaved even after the other conditions npecessary for adopting
new technology have been fulfilled.

In addition, the nature of the traditional farming system,
warranting little savings, places it in a position where it can
not fTinance 1ts own development at a desirable level {(Nwagbo,
1981).

The digtortions in Nigeria's agricultural sector bhave to do
with the dependent pattern of production that has, for long,
characterized the MNigerian Economy. "Nigerian Agricualture was
traditionally broken into tws seperate componenta~ the axport
ariented agriculture that was highly commercial but with no
forward linkages to the reat of the =zconomy and the subsiwstence
or the domestic subsector which, though a major producer of
domestic food and supplier of raw—materials to industries was
nevertheless mostly neglected and characterized by limited acﬁas;
to commercial inputs and low levels of technology (Mbanefoh,
1987). |

Credit is also seen as a neceeary incentive package needed
to stimulate agricultural develoapment, Hence the adoption of
concessional lending rate on credit to the sector. 6On example is

that of the NACER limited.



A lot of measures have been taken to improve the poverty of
small farmers in Nigeria, One of such measﬁres is the establish-
ment of the small holder Direct credit scheme in Nigeria, wnder
the NACE ro improve the farmers’ standard of living by increasing

the productivity and grofitability in agriculture.

The establishment of the NACB and other institutions as the
Agricultural Credit Buarantee Scheme Fund (ACBSF) as well as
other credit institutions all over the Federation is an imsportant
measure to improve agricultural production in Nigeria (Kumopayi

and Adeyaniu, 1982).

1.3 THE AIM AND DBRJIECTIVES OF THE STUDY =

The primary aim of this study is to analvze empirically the
likely farm-level effects of credit on the use of modern inputs
by small holder farmers in Zaria local Government Area of Kaduna
State. The major obiectives are:

(i) To obtain bhasic input—-output data for arable crop enter-
prises from small holder farmers who have adopted the use of
credit,

(ii) Identify the various problems affecting the NACE gmall
holder Direct Scheme in Zaria.

(iii) To determnine the magnitude of the farm labour use, farm
income, cropping pattern, and the productivities ot farm re—
sources that are likely to be associated with the use of credit
by small holder farmers in Zaria,

(iv) To make policy recommendations for agricultural development

palicies and strategies.
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1.4 RESEARCH HYFOTHESIS

In pursuance of the study’'s objectives, the study seeks to
answer the following questionss
(i) What is the impact of credit on Arable Crop Production of
the Small Holder PRirect Credit (Loan) Scheme?
{ii) Is the uze of credit by the emall holder associated with
increased output/input?
(iii) Have there been any increase in the gize of income as a
result of the use of credit among farmers of the small holder
scheme of Arable Crop Froduction?

1.5 JUSTIFICATION OF THE STUDY:

The use of agricultural credit pre-supposss lnereate in
productivity and profitability.

Thus, the study of the impact of the NACE credit, on Arable
Crop Production of the Small Holder Direct Scheme, will provide
us with the needed data on the the level of productivity and
respurces use 0Ff the small farmers in Zaria.

Institutional creditors will be interezted in increased
productivity because it leads to higher incomes and gives the
debtor the ability to repay the loans. Howevep, the results ob-
tained on the impact of credit on arable crop production of the
asmall Holder Direct Scheme and the level of productivity of
farmers would be useful in analysing the direction of credit use

in Zaria.

1.6 SCDPE_AND LIMITATIDN OF THE RESEARCH STUDY:

This study iz restricted to arable crop production of the

small Holder Direct scheme within the NACB limited Operation
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scheme within Zaria Lecal Governeent Area of Kaduna State.

A severe limitation of the study arises from the fact that
moet faraerm, even those who operate on a fairly large scale,
hardly keep any sytematic records or accounts in Zaria.

Therefore, the only way to cbtain information from them is
through the interviewing techniques with the help of question-
nalres; relying wholly on their memary work to give answere to
questions. When the memory of the respondent fails, facts may be
stated wrongly or misrespresented,

Finally, our literature especially the demand for credit in
Nigeria iz not very exhaustive but rather restricted within the
scope of the research hypothesis. The overall effect of thece
limitations is that ouwr results would be limited to the given
area and time af the study until further research involving wider
scope of the area is done.

1.7 CONCEPTUAL FRAMEMDRK :

Many research studies have indicated that credit is an
integral component of agricultural development programmes which
require that farmers purchase am increased value of inpute such
as fertilizers, seeds chemicals, etc.

This iz true in most lﬁw income countries including Nigeria,
initiating agricultural rural development programmes.

There is a belief that agriculiuwral credit or credit as a
whale ie required due to the following reasonse-

(i} There is insufficient savings capacity among small-
scale farmers relative to investment requirements. When improved

inputs are made available, a cash shortage restricts a substan~
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tial portion of the farming population from purchasing the addi-
tional inputs,

(ii} The indigencus credit wytem through the money lenders
is not adequate with respect to timing, terms, volume, or the
breadth of accessibility to supply the additional capital re-
quirements.

(iii) 1t is often asserted that access to and cost of Local
credit is particularly biased against small amcale, and low incomm
farmers who are most conmstrained by a camh shortage.The demand
for credit at any given time will also depend on the productivi-
ty, prices of inputs and ocutputs as well as net income from the
gsales of outputs or crops. This, in their judgement, would tell
them that the expected returns to their businetss would be high
enough to guarantee borrawing to improve their farm business.

1.8 ORGANISATION OF THE RESEARCH STUDY:

This study is divided into @ix chapters . Chépter One, as
usual, dwells on the general introduction of the study and com-
prises of the importance of agriculture, the statement of the
research problem, the aim and objectives of the study, the re-
search hypothesis, justification of the study, the conceptual

framework and the organisation of the research study.

The literature ial reviewed in chapter IY. Chapter three
deascribes the Area of Study and Research Methodology. The Area of
the Research Study, Sources of data, Data Collection Procedure ,
Sampling Procedure, Data Requirement, Approaches to the study of
Impact of Credit on Small Holder Farmers, Locatiﬁn of the Area of

Study, The People of Zaria LGA, Their Occupation, The Climate and
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Ecology of Zaria LGA, Types of Crop grgwn in the Area, fAnalyti-
calTechniques and Farm budget 1s also given in the same chapter.
Chapter IV shows lending to tarmers through the NAGCH small Holder
Direct Loan Scheme. NACE Loans on Small Holder Direct Scheme and
purposes 1981-1991. Percentage loan distributed within the years.
Loans for Arahle Crop Froduction Purposes. fAnd the implicationof
the concentration of Hank Loans on Arable Crop Production 1s als=o
given in the same chapter.

Chapter V provides the conceptual tramework for analysing
the Resouce base of farmers 1n the study area and presents costs
as well as returns analysis.

The final chapter V1, 1s devoted to the summary of the
findings. prospects for improvement, Data limitation, policy

implications, Recommendation of policy Kelevance and conclusion.
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CHAFTER 11

2.0 LITERATURE REVIEW

2.1 INTRODUCT ION

There are similar studies carried ocut in the literature on
Agricultural Credit in Nigeria and other countries on the small-
scale farmer and public agricultural credit institutions.

The words "“credit", "loan", "borrow", in finance are often
used interchangeably. They refer to the process of obtaining
control over the use of money. goods or services, 1n the present
in exchange for a promise to repay at some fTuture date. The
lender forgoes the use of money or 1tse equivalent. Currently by
making a loan or extending credit to the borrower, who promises
to repay on the terms specified in the loan agreement or debt
instrument. In this manner the borrower obtains resources to use
for current production or consumption purposes before doing the
saving that would be required to pay for the goods 1f credit were
not available (Miller, 1977).

On the other hand, the word "Credat" 1s said to come from
Latin word "Credo" which means " 1 believe". This i1mplies that a
farm operator who asks a lender for credit believes that the
latter will help him out while at the sametime the lender be-
lieves that the farm operator will repay him on schedule. Trust
is therefore very assential in the field of agricultural credit.
Credit, when obtained, s=should be utili=ed prudently, otherwise

the farmer could throw himself perpetually out of business.
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(Akubuilo, 1975).

Credit has otften been referred to as the "oil® that lubri-
cates the giant wheel of agricultural production. Credit plays a
crucial role in the transformation of rural agriculture. {(Mobavo,
1982).

The low level of income of the farmers’ constitute their
inability to shoulder the responsibility of adopting recent
techniques of production single handedly. The NAEBR Limited and
the Agricultuwral Credit Guarantee Scheme Fund (ACGSF) have been
lending to farmers since 1973 and 1978 respectively.

In recent times considerable interest has been shown by
Agricultural Economists, Policy Makers, Planners, Agricultural-
ist=, and Financing Institutions on the need to direct attention
to the small holder farmer in Nigeria. This deserved attention
stems from the conviction that in the short run, Nigeria can rely
on the food and fibre required to teed the ever-growing popu-
lance, as well as the needszs of the agro-based industries. (Aku,
1981).

The feature of the swmall holdings is not peculiar to Nigeria
alone but common to most if not all developing countries.

The former President of the World Bank Group, (McNamara)
observed in an address delivered to the Board od Governors of the
World Bank in 19773, that there were 100 million families involved
and more than 700 milliom individuals involved in farming in
developing countries. He also noted that the average size of the
farm haldings is small and often fragmented. He further observed
that more than 100 million farmers have less than five hectares

gach and of these, more than 500 million have less than one
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hectare each. He concluded that even the use of land which the
small farmer has is uncertain, and tenancy arrangements are
generally insecure and aoften extortionated. it is agéinat this
background that the NACE inaugurated the Small Holder Direct
Credit Scheme in March, 1281 to supplement the on~lending scheme

and to reach as many rural farmers as poseible.

1t i the intention of this research to examine the impact
of credit on arable crops production the small Holder Direct
Scheme which marked its 10th year anniversary of existance in
Matrchk, 1991i. (NACE, 197i).

In the study of the impact of credit comparing resource use
efficiency of borrowers and non-borrowers in the Maigana and
Samaru~kKataf Zone of Kaduna State Agricultural Development
Froject in the state. The results of the study revealed that
borrowers in Samaru~Kataf actually used more labour and capital
than their non-beorrowing counter-parts, With }egards to lLand
there was indication that non—borrowers possessed more of it than
borrowers. The results alseo indicated that nab—borrowers had
higher income. The Maigana non—borrowers used larger inputs than
their borrowing counterparts. The itncome measuwres for Maigana
borroweras were higher than non-borrowers’ inn absolute terms.
These resulis have relealed that the efforts aiéed at improving
the farmers’ standard of living by increasing their resource use
efficiency bave vielded the desired results.

I+ was also indicated that borrowers used ieas labour than
non-borrowers in the two Zones and nen—borrowers in the two Zones

used less land and capital than borrowers.
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The demand for credites alsp indicates 5 high elasticity with
respect to interest rate. The result suggests that concessionary
interest rate may be a useful agricultural growth stimulus in the
study area.

An important conclusion drown from the study is that farmers
in Yaduna HState do actually need credit assistance given the fact
that they are too poor to provide the finance needed to cope with
the demand modern farming makes on them. Credit will help by
giving them good financial bage so that they can make some in-
vestment in the use of impraved resources for farm production.
This is why the assessment of the impact of credit is believed to
e worthwhile for the benefit of farmers, policy makers, credit
institutions and covers an important gap in credit impact Litera-
ture. (Aku, 1991).

2.2 STUDIES ON DEMAND FOR _CREDIT IN NIGERIA:

Credit is one of the crucial inputs that can bring about =
rapid increase in agricultural production. Credit and increased
agricultural production are assumed to have a cause and effective
relationship, and for the farmer, if credit is given, increased
production is assumed to result,

There has been some structural changes by the government, in
the past or last decades, through the introduction of improved
technalogy and the various agricultural policies, ranging from
operation Feed the Nation, Green Revolution, Agricultural Credit
Buarantee Scheme Fund, etc. Resulting to high techniques of
praoduction and higbh yielding varieties of major crops which has

increased the use of purchased inputs such as fertilizer, insec-
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ticides and herbicides.

The increased use of farm inputs, the use of farm machaniza-
tion has altimately increased the cost of production in
farming. There have also been increased demand for farm msechani-
zation, human labour and inputed rcost usage. The farmers’' ox-
penses have become qguite high while income remained low. These
has made it almost impoesible ftor the small farmers to meet up

with these expenses ocut of their magre incomes.

These however, have brought about the need to set up special
credit institutions such as the Agricultural Loans Board, Agri-
cultural Co-operatives, MHNigerian Agricultural and Cooperative
Bank, and so0 on to cater for the perceived credit needs of the
small and large scale farmers in Nigeria. Studies in Nigeria
and elsewhere indicates that unless production credit is made
available on suitable terms, the majority of saall farmers will
be seriously handicapped in adopting profitable technology.

(Dgunfowora, et al, 1973).

Credit is most essential in agricultural production with
agricultural credit, the farmer can secure farm machinery and
equipment, cover unsubsidized portion of farm input, hire addi-
tional labour,and also cover some portion of the imputed cost of
his family labour. It is true that fTarm inputs are cuwrrently
been subsidized in Nigeria, but the rate of the subsidy

is go low that, farmgrs still bear the major parts of the cost

burden of their farm production, (Mwoko, 1L981).

In a reseach study on the impact of credit among small scale

19



farmrs 1n Ondo State, Nigeria, using cross Sectional data analy-

s1e on borrowers and non—-borrowers, Ilebami, in his Tindinas

indicated that borrowers had larger farms than non-borrowers and

that their operatimg expenses and investment per hectare were
high among borrowers than non-borrowers. (flebami, 1983)

Informal Credit 158 the oldest source of Agricultural Cred-
it. For substistance agriculture, then, credirt from such sources
was adequate. But when farmers entered the market Economy, both
focally and internationally with the introduction of Commercial
Crop Production, the demand for credit became more than the rural
financial market could provide thus, agriculitural development
process become stunted. (Famaraivyo and Nwaagbo, 1980).

Availabilaity and accessibility to farm credit 1s another
problem facing the Nigeria Agrarcultural Sector. Hitherto, Credat
channelled to agriculture directly by the Commerical and Merchant
Banks and through government sponsored institutions like the NACH
and State Agricultural Cooperations and i1ndircetly through the
Agricultural Credit Guarantee Scheme Fund established jointly by
the Federal Government and the Central Hank acts as the managing
agent.

Despite the above, access to institutional credit 1s virtur-—
ally non-existent to the average farmer due to his i1nability
to satisfy certain condition, such as:

L.
1. tLack of credit worthiness of the farmer and his
inabality to provaide acceptable collaterial securities.
11. #fAnother limitation 1s weakness of farmers Cooperatives.

These were expected to bhe the main channel of loan
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transmission when the agricultural credit guarantee
scheme was being established; but their operation

since the inception of the scheme which is described

as "very disappointing and had neither matched the
hopes of the founders nor justified the concessions made
by the government".

iii. Another hindreance to farm credit appears to be the
land wuse Decres of 1978, while the Act recognises as
the owner of the piece of land someone who has certif-
icate of occupancy, these certificates are hardly
igsued but  are none the lese required by Hanks as
evidence of ownership and interrupted use of the land

in respect of which the Ltoan is applied for .

Agricultural policy and strategy in the 1980°'s should
therefore identify the main botilenecks in access to institution-—
al credit and evolve measures to overcome ovr mimimise them.
Strengthening farmers Cooperative and making them popular |
amang farmers can stimulate direct lending throgubh the Coaopera-—
tive, while social or group guarantee may assist farmers’' who may
not otherwise be individually viable. (Edordu, 1960).

In her study of the Economice of Loan Advances and Loan
Retrival in a Depressed Economy: Using regression analysis,
discovered that the impact of agricultural output is insiginifi-
cant in terms of Credit extension to grass root farmers in Nige-
ria. She further said that the high incideesnce of loan default

by customers of NACE has affected Loan disbursment to farmers.
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And that there is a significant difference betwen loan advance
and loan retrival in periodz of Economic boom and depression.

{(Ochelebe, 1987).

Agricultural development involves the reduction and elimina-
tion of poverty, income ineguantity, rural political power in-
equality and unemployment within the context of a gqrowing
agriucltural Economy. When there is an increased per capital
income in few rich farmers and agro—allied industrialist, leaving
vast majority of the rural pecple (dwellers) untouched, agricul-
tural growth is said to have occocured not agricultural develop-
ment. Agricultural development is said to have occured when
there is agricultural growth, accompanied by income distribution
and when needed changes occur in rural institutions sa that the
majority of the farmers not only have new opportunities, but also

equalised access to new wealth-sources (Idachaba, 1984).

"Despite the institution of the Agricultural Credit Guaran-
tee Scheme Fund (Federal Republic of Nigeria, 1977 calls are
being made for dual loan programmes in cash and in kind under
specified procedures to farmers. Such calle arise Trom the
Operational defects of the Agricultural Credit Guarantee Scheme
fund. These defects are:

i Institutional discrimination against small scale (tradition-
al) farmers who can not meet the collateral requirements of the
fund,

ii. Finally, despite the governments’ guarantee pﬂlicy
for caoperative borrowers, the fund has not trickled

deep enough into the midst of small scale (traditional) farmers.
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ke, 19810 .
Credit Schemes in Nigeria have failed to make the desired
mpacts on the rural Economy. Some of the causes for the failure

ot the previous Credit Schemes are:

1. Cubersome and time consuming procedures in loan
approval’
ii. Over centralization and dependence on government

for investment:
iii. PHribery and political interference;

iv. Kepayment problem: and,

V. Land temnure problems.

Farm Credit Scheme in Nigeria have only a limit effect
g long as they are operated without due regard to the earning
capabilities of the innmovations being financed.

2.3 IMPACT _OF ©CREDIT STUDIES  IN QTHER COUNTURES S

India &adopt a multi-agency approach for financing
agriculture and rural development. They therefore have a flexible
approach not only with regards to the system of loaning, but
also with regairds to structuring for loans and levels of technol-
ogy that can beg recommended for implementation. The Organiza-
tional structure for fimancing agriculture iz a three tier set-
up, the short. medium and long term credit structures.

Conclusively, "from records and information gathered so far,
agricultural Financving in India has been extremely commendable in
that they have not only financed the opsrations, but in collabo-
ratipn with Agricultural Finance Corporation have gone along way

in achieving a number of innovations primarily with view to

-
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achieving greater and faster agrowth rate both with regards to
productivity as well as to increamental income generation and
creation of employment potentials”. (Ghouse, 1980).

Fhilippines experience in Agricultural credit 1s particular-
ly focused on small scale farmers. Their problems as already
know in developing Countries 1s not easy to resolve. Institu-
tional Agricultural Finance 11n the Country has always had a
strong bias in favour of exportse oriented producers. Domestic
Craop farmers, though generally small, has very limited access to
Institutional sources of credit. The i1nstitutional system serv-
icing the agricultural sector i1s multi—-agency consisting of net
work of private and government banking and non-banking institu-—
tions. (Agabin, 1980).

The study of financing agriculture in kKenya, the structure
of the institutional agricultural credit finance in Kenya, and
this consists of a Cooperative Bank of Kenya which lends to
Cooperative Societies, the Commercial Bank which are the largest
source of agricultural credit, statutory boads which engaged 1in
specialised lending to agriculture and the Central Bank which
actively pursues a policy of promoting rural development through
encouraging other banks tao finance rural development. It does
this through a refinancing scheme for marketing of some crops.
The Country 1s currently planing to introduce a credit Guarantee
Scheme. (Gachara, 1981).

In the results of the measure of the impact of credit ain
three different Countries: Hrazil, Columbia and Ghana, i1ndicated

that daifferences i1n the regression co-effecients for borrowers



and non-borrower=s using both time series and cross—sectional data
in Columbia were 1nconsitent. No meaningful conclusions could be
reached with those results. Time-series aqggregate data were used
in the case of Ghana. The co-efficients were 1insigniticant
except for the high labour coefficient which was attributed to
the aggregation and specification errors. With cross—-sectional
data, the BHrazilian study ran a Cobb-Douglass production func-—
tion. The coefficients for land, farm equipment, operating
expenses and seed varieties, were significant.

From the three Countries results, an unclear picture emerged
fraom the study with regards to the wmpact of loans. Some expla-
nations for these unclear picture of the results was provided by
authors. Fairstly, they argued that short-term credit programmes
attempt to encourage the adoption of new seed or fertilizer use.
There 1s, however, no reason why one should expect the adoption
and therefore, a shift in production function to be conditional
upon borrowing. Moreover, they argued further that modern varie-—
ties often imply greater operating expenses due to the use of
more chemicals and fertilizers to the extent that farmers with
different financial levels are located on different points on the
same technology function.

Secondly, the use of medium and long—term credit may be more
compatible with changes 1in production relationship because they
can used to finance large inputs which are more difficult to

finance wnternally. For example, mechanization may change land-

labour relatlonshap(band and meyex, |9@*

Z.4 THE MEED FOR CREDIT:




There is need to inject not only technology and other agri-
cultural services, but also capital 1into rural agriculture.
"Financial Credit is the most universal and flexible transferable
form of economic resources". Say=s Donal, "with cash obtained via
credit one can buy anything that 1= for sale". Thus where appro—
priate technaolagy is avallable, acceptable and understood by the
farmers, with an i1ncreased capital base, they will be 1n a posi-
tion to adopt the technology. However, the major credit facilai-
ties elude them. These are available in the towns away from the
rural villages. HBesides, the farmers lack adequate collateral to
offer as Security for the i1nstitutional credit and usually have
to resort to informal or private source of credit. {bonal ,
1976) «

Internal financing forms for the =mall farmers are created
by production processess 1in which family labour 1= the primary,
and 1n some cases, they only resource (in addition to land). Due
to the size of the farms, and the low level of existing technolo-
ay, the level of production, marketing and Net income tend to be
very low. Consequently, with consumption needs that are high
relative to the level of 1ncome, these farmers cannot save and
invest new capital in their farm business. Therefore, little or
no capital improvement, on which productivity ancreases are
based, 1s possible. (Ogugua, 1979).

In particular the need for increased supply of capital seems
to arise from the following line aof reasoning:

(1) "Many innovations in farming 1nevitably 1increase the

capital requirements of farmers. The low rate of adoption of



improved practices 1s partly due to the lack of adequate finan-
cial resources for i1mplementing these practices.

{11) The bulk of the farmers produce at the subsistence
level and there 1s usually small surplus out of which saving for
future investment can be made.

(111) The seasonal nature of farm production and income
generation creates a need for short and medium term loans fTor
financing the production activities.

(1v) The supply of loans may strengthen the farmers posi-—
tion in the disposal of his farm produce instead of having the
timing determined by urgent need for cash". {Ogunfowora, etal,
1972).

2.5 CREDIT IN THE NIGERIAM AGRICLHL TURE =

Agricultural Credit 1s needed at every stage of this chain -
from supply of inputs ta the marketinag of output. Moreover,
Credit once supplied, will need to be monitored to ensure that a1t
1s not diverted away from the purpose for which 1t 1s granted -
Credit, like 1rrigation water, 1s a most essential 1nput for
agricul ture. Whatever system 15 buit, 1t must ensure a smooth
flow to reach i1ndividual farmers.

Credit 1s obtaininag control over the use of money at the
present time in exchange for a promise to repay at some future
date. The lender foregoes the use of money or 1ts equivalent by
making a loan to the borrower who promises to repay on terms
specified in the loan agreement or instrument of debt. In common
usage, "Credit” and "Loan" are frequently used as synonyms.

Looking at 1t from different perspective, the need for

credit among the small-farmers in Nigeria can generally be divid-



ed into two - for production, the credit funds are mostly spent
on payment for labour and purchase of basic farm inputs (ferti-
lizer, seeds, and chemicals and so on). Others include purchase
of basic tools - hoes, water pumps 1n arrigation farming and ox-—
drawn ploughs. Because the i1tems purchased are small and season-
al. the credit required is short-term and seasonal too.

The purpose of production credit i1s to provide funds for the
undertaking of some economic activaity so that the borrower will
have a higher net i1ncome after he has repaid the loan. On the
other hand, credit used for consumption is static rather than
dynamic since it does not increase the borrower’ s income or help
him to repay the loan when 1t comes due. HNevertheless, provision
should be made for consumption loans.

The objective of a credit programme for the small farmer
should be to meet a&all his credit requirements 1i1ncluding his
genuine consumption needs,. (F.A.o0. 1975)

Results of many studies carried out sugagest that the volume
of credit required per farmer 1s small. This fact has led many
workers to conclude that the administrative cost of lending
to this category of farmers 1s very high. Therefare, even though
there 15 an urgent need to increase the capital strength of the
small farmers, the credit required 1s short-term, seasonal and
generally of small amount per farmer. Many studies have been
conducted on farm credit in Nigeria and their main concern re-—
volved around efficiency of credit organization, number of loans
made available, level of repayment and book-keeping, etc. Little

attenton has been given to evaluating the farm level of i1mpact of



credit on resouces use efficiency of farmers. (Aku, 1991)

In a study conducted in Funtua Local Govenment Area of the
then Kaduna State, using the 1982 agricultural loans,the pro—
ductivities of loan - users with non-loan users was compared.

The findings 1indicated that borrowers had larger hectarages and
net farm incomes then non-borrowers (Anchaun, 1986).

A great deal of work has been done 1n describing various
credit schemes in Nigeria. However, very little research work
has been done 1n systematic assessment of the farm level i1mpact
of credit. The few publaished works 1n the area exist in the form
of unpublished reports and graduate students’ theses works.

(David, et al, 19980).

Some of these works,done in the area of impact of credit an
agriculture in Nigeria and other Countries are reviewed in the
subsequent sections.

2.6 THE FROLE  OF CREDIT IN AGRICULTURAL DEVELOPMENT: .

One reason for the importance frequently attached to small
farmer credit as & wvehicle for rural development i1n the LDCs
Economy 1= the belief that the lack of small farmer access to
institutional credit consitutes a critical constraint to the
adoption of improved 1inputs and modern technologies which can
lead to increased incomes and enhance rural welfare. Thus, af
farmers are to adopt improved livestock, better seeds and pesti-
cides, water pumps, tractors, and so on, they will require cred-
it, especially short-term credit, to help them purchase these

iﬂputs.

From 1977 to 1984, a total number of 7,737 projects were



financed under the Agraicultural Credit Scheme with a total among
of N404,509 million. 5.8 percent of the farmers reached were
small scale producers taking 40 percent of the total loan grant-
ed. It was also observed that 57.4 percent of the total loan
went to poultry production numbering about 20.8 percent of total

projectse financed. (Sule, 198&).

On—-lending scheme of the NACH took the largest share of
total loans made by NACH since inception. It took 59.74 percent

of the loan value by NACE in 1ts 13 years of operation.

The small holder formed about 90 percent of loan benetici-
aries under the Direct lending, only &.72 percent of loan
value went to them. it was observed that loans were skewed to
the advantages of large scale farmers who consituted only 8.54
percent of the number of beneficiaries under the direct lending.
It was also observed that loans were skewed to the advantages of
some Northern States in terms of number of beneficiaries. Hut
the average size of loans were generally higher in the Southern
States than 1in the Northern States. (Eyiga, 1987).

Loans to African farmers have resulted to i1ncreamental
production. though 1t 1s still difficult to obtain obiective and
accurate datg on the wncreamental impact of project credit on the
rural Economy, and on the financial institutions both formal and

informal.

Credit from official sources has not been closely associated
with savings mobilization 1n most of Africa. Most speciralised

farm credit instatutions do not accept deposits fragmenting
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credit from savinas. Low lending rates further discourage sav-

ings. (Miller, 1977).

2.7 THE _ROLE OF CAPITAL IN _ AGRICULTURE AND  ECONOMIC

GROWITH:

"Capital formation has had a rather charismatic ainfluence on

discussion of economic growth, especially in the under
devioped Countries, from operational as well as theoretical
standpoint. Capital formation has come to connote the strateglc
entry point for achieving economic development. (fAboyade, 1985).
Capital wn Agriculture comes from the praiviate sector ot the
economy {(individuals’' savings) Banks, Mechants, Insurance Compa-

nies, and the Cooperative Agricultural Credit system.

The other group include the public sources af credit (gov-—
ernment agencies like the ACGSF, State Agricultural Loans Hoards,
and the NACE) which are legally authorized to make loans to
farmeé in the Country. Capital requirements on farms will proba-—
bly continue to be satisfied from current gross income from
farming, but there will be more capirtal Tlowing into farming from
external sources. Capital used both from within the farm =sector
and outside of 1t will undoubtedly provide relatively more non-
real estate credit farmers.

Capaital in Agraculture, includes i1tems such as simple tools,
machinery, livestock, fertilizer, seeds and chemicals. Capital 1s
the valuable 1mprovements that farmers make use of to improve
their farm business. [mprovement 1n the farm business would
include land clearing, draining, fencing, 1rrigation, terracing

and the planting of trees in addition to any farm buildinas used

7]
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in production. Agriculture  requires a large sum of capital for
provision of farm 1nputs, marketing and the processing of farm
products. (Wharton,19&67).

Capirtal plays an important role in the Economic theory of
development, which much attention has been given 1n the litera-
ture by many Economists. There are three processes 1in capital
formation:

L "An increase in the volume of real savings:
11. The chanelling of savings through a finance and credit

mechanism, and

A% The act of investment 1tselt". (Meirer, 1970).

The fTirst process 1s of fundamental importance because
capital formaion requires the mobilization of an Economic sur-—
plus.

Capital i1s the root of Economic proaoress. The main focus of

this theory was on the process of labour transfer from the sub-
sistence to the capitalist sector and the growth of employment
in the latter sector. Lewis s major theme i1s the growth of
capitalist sector as a condition of economic development.
Labour transfer and urban employment growth rate, to Lewis occurs
depends on the rate of capital Tormation and investment. The
faster the rate of capital accumulation, the higher the rate of
growth of the capitalist sector, and the faster the rate of new
Jjob, Creation, (Lewis, 1954).

"Capital uvusually employed 1n Agriculture include
fertilizers, insecticides, antibiotics, ploughs, siols, herbi-

cides, poultry houses and pig houses. Hroardly Capital resources
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employed in Agriculture i1s grouped into two:

a. Durable or fixed capital which 1ncludes all i1tems

which have mor than one year of useful life.

Examples are builldings, machinery, equipment, and land
improvements such as terraces and dams. Hreeding animals
are sometimes classed as durable capital though for
purposes of business analysis they are listed as
inventary i1tems.

b. Working or circulating capital which include market
livestock and feed,cash needed for operating expenses
such as fuel, purchased feed, and fertilizer.

The capital available for use on a farm largely determines
the volume of business the farm operator can transact. If the
farm is intensive 1t would require bigger capital investment per
hectare. Also the smaller the farm the greater the capital re-
quirements per hectare. The more diversified the farming system,
the more capirtal needed.

Capital is a lamitang factor an Crop Production in Africa
and Nigeria. Many farmers are poor and the credit system 1s
inadequate. The supply of loans to farm operators has always been
made a political i1ssue and well—-to-do i1ndividuals with polirtical
connections, posing as farmers, have always snatched loans meant
for the genuine farmers. (Akubuilo, 19276).

2.8 RELEVANCE OF THE LI1TERATURE REVIEW FOK THIS STUDY:

The lirterature reviewed has shown the importance of i1ncome
in our national development. It has been observed that the income

of the small-scale farmer has been very low compared to the



large-scale farmer and the industrial wrban worker (Aboyade,
1983%3). This has further accentuated the poor state of the small-
scale farmer who 1s dependent on agriculture for his income and
welfare, The rapid urban development in the country does not seem
to have any positive effect on the "vicious cycle of poverty" the
farmer is caught in, father the effect has been negative.

The observation in the laiterature i1s that the small-scale or
holder farmer has failed to meet the agraicultural demand of the
country due to his outdated methods of agricultural production
and inabi1lity to obtain credit facilaities. Most Government ef-
forts however, th raise the productivaity and i1ncome of the small
holder farmer have failed in the past. This could be attributed
to among other things to the lack of genuine commitment on the
part of the planners and government to alleviate the suffering of
the rural majority by providing them with credit facilities.

The literature has show that the small holder farmer 15 a
very rational producer and will be willing to adopt new practices
1f the conditions and benefits acruing are favourable.

The lack of intensive research on the impact of the agricul-
tural credit (small holder scheme) on income of the small holder
farmer has come to light by this short review of the available
literatures. The literature has not given due attention to income
generation and developmental aspects of the rural majority who
are the small-holder farmers. It 18 also observed that the dis-
tributional i1mpact ot the NACH did not favour the small holder
farmer much. Thise 1s in spite of the overall goal of the NACH of
raising the standard of living of the small holder scheme since

its inception in 1981.



2.9 THE GENESIS OF THE MACH QFERATED S B

The Nigerian Agricultural  and Cooperative Bank  Limited
{MRCR) iz & development Bank which wazs set up by the Federal
Government in March 192735, The BDanks’ name in 1973 was the Nige-
rian Agricultural Bank (NACR) later sometime in JLY97H, it was
renamed the Nigerian Agricultural and Cooperative Bank LLimited
(NADBY . Ites major assignment is the development of the Agricul-—
twral sectar through the provision of credit to Migerian farmers
and agro-business ventures. It also provides eguity financing
and loan gawrantees. The small Holder Direct Loan Scheme (SGHDLS)
of the Hank was introduced in March 1981 to supplement the oni-
lendirg Scheme and te ragach as many rural farmers as possible,
The scheme is still growing in lexps and bounds, Hitherto, the
Banks loans were channelled directly to individuals, cooperative
sorieties, limited liability companies and state Government
Agencies or indirectly through state Government, their agepncies
and apex cooperative organisations for on lending to individuoaal
samall farmers. According to the MACH Annual report for 1980
befaore ihe introduction of the small Holder Direct Losn Scheme in
Marcoh 1781, the culummuelative volume of loan operations by the
NACE as at December Zlst, 1980stood at NIHL G28,000.00 Approvals
under the direct lending schemes accounted for M124,458,000,00 or
35 percent of this amount, while the on lending scheme acoounted
for the balance of MIGT,G70,000.00 or 467 percent of the total
lovan portfolio. |

However , N1&43,2335,000.00 or 435 percent of the total amcunt

invalved was granted to cooperative societies, state Governments
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and Federal Government Agencies Tfor produce marketing. I here-
fore, only N98,817.000.00 or 24 percent of the total amount
involved in the on lending scheme went i1nto actual agricultural
production.

It 15 therefore, 1in recognition of the inadequacy of the
on—lending scheme 1n catering for enough rural farmers that the
small Holder Scheme (SHS) was introduced 1n 1981. the Hank
recognised the need to 1nvolve the masses of MNMigerian rural
farming population in 1ts credit programme at its inception, and
was equally aware of the many problems facing the millions of
farmers that subsist on less than 5 hectare per family, but as a
group cultivate over 90 percent of the total cultivated farm land
in the country. The initial short-run market strategies of the
Bank were therefore., to be such as to maintain a balance between
credit needs of the emall farmers and the banks limited organiza-
tional capabilities, invariably, in order to accommodate this
tlass of farmers, MACH evolved i1ts "wholesale" market strateay by
lending to 1ntermediaries who in turn lend to small farmers. By
this marketing strategy, the Hank has been able to give wider
cspread of i1ts funds and credit and has combined 1t with wnformal
rural education, extension services, input procurement, market-

ing, and others, 1n an 1integrated approach. This 15 the on
lending scheme which has so far helped in no small measure to
improve the wnstitutional services of the on-lending agents and
strengthen their organizational set-up.

The on—-lending scheme was however, ashort-term marketing

strategy. The objective of the Hank has alway=s been to reach the




arassroot farmers throuah a planned darect credait scheme, hence
the birth of the small Holder Direct credit scheme in 1981. 1 he
small Holder Direct scheme 1s a bold and praamatic approach in
agricultural Finance. For this scheme, most of the fundamental
requiement of the title to land, adequate security, etc are
waived to enable the small scale farmers henefit without hinder-
ance.

The HBank branch offices whose duty i1t 1s to administer thas
scheme make prospective clients aware of the existence of the
scheme through occasional press interviews agranted by top bank
functionaries and the branch managers. A prospective client on
making enguiry at the nearest NACE branch office 1s given a loan
form to complete and return. The form requires him to provide
some personal data, information on past, present and proposed
farm operation and information on his proposed guarantors. On
receipt of the completed form, the barnch office delegates an
officer to verify and authenticate the information given by the
applicant by way of a project indentification vasait,

A visit report is therefore prepared by the officer and 1f
he so recommends, a project paper 1s prepared, ogivaing a detailed
break down of cost and benefits to be derived from the project.
The project report 1s then presented to a branch fAgricultural
project committee (HAF(L) for approval/disapproval. On approval,
the successful applicant 1s informed of the fate of his applica-
tion and requested to come forward to complete the loan agreement
forms, along with his two guarantors. The Hank does not enter
into correspondence with unsuccessful applicants. In other to

obviate difficulties in making advances beyond the credit needs




ot the farmers, the bank gives a maximum of NIL,000.00 to each
farmer. In 1988, the bank increased this amount to WN10,000.00 to
cater for risein cost of eguaipments and farm loputs. The Ioan
agresmant form has attachment showing proposed schedule of dise
bursment of loan., to take care of the planned use of funds. At
the apprapriate time the client reguests for the second and final
disbursmaent of funds. This request atracts a wvisit by the branch
offigiales to evaluate the use to which the first disbursement was
put.

I¥ found to be satisfactory, they recommend a second and
final dishursment. The branch office at the appropriate time
sends out demand notes notifyving the client it he does not come
forward to pay up the due amounts,. The loan period (including
the grace period) does not exceed two yvesars starting from the
date of first disbursment. Surprise visits are also wundertaken
to assess the farmers, perlformancen. Visits are also under taken
on reguest, especially when there are ouwtbreak of disease or any
Lind of disster in a clients farm. It is worthly to note at this
paint that if the loan beneficiary defaulits, the guarantor will
he liable to that part of the lozn amount he guaranteed, the
principal and interest inclusive. The guarantaors form which he
signs as very explicit on this provision.

WL N THE IMPACT OF THE SHPLS INM THE NIGERIAN ECONOMY

In barely 20 vears MACE has grown to be the mosi auvthorita-
tive dnstitufion in matters of agricultural financing in the
COuntry .

From being & one branch Bank at inception, the bank today




has Tive Zonal (ffices, &2 branch offices and over I00 respresen-—
tative offices spread all over the country. This bBranch spread
gives us the unigue ability to rapidly respond to the changing
neesds of the Tarmer.

Fight From inception., NACR adopted the view Lhat rather
engage in interpreting the Migerian &agricultural sce ne as other
fimancial institutions and socisl commentators have done over the
years, their role wowld be to change the agricultural scene.

The Lank operates a supervised credit delivery system. This
syastem ensures that &)l major advances in areas of agricultural
research and crop hushandry methods are guickly disminsted to the
farmers through their specialist field staff: Beside all thelr
projects are wsually subjected to rigorous appraisal procedures
to prove beyvond daubt that they are technically feasible, econom-
ically viable and fTinacially profitablie. Viewet in perspective,
this developmental approach te fTinancial engineering has helped
in ne small messure in heldghtening the awareness of the farming
community to regard farming as business. It is difficult to
guatify in monetary terms the impact of this service by the bank
but we arg left in doubt that the quickening tempo in the pace of
tranesition from subsistent agricuiture to commerciasiizaticon which
this will engender will be perpectually bempefigial to Nigerian
ggricuttuwre.  This is in the long term.

In gquantitiative termg, 1t is uswal to measure MNOALH
contribution to agricultural development through the guantum of
credit Lo the agricultural sector. Agriculture here i3 used in
general sense o include crop produstion, forestry, {fishery,

product marketing and storage and all formes of research related
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ta agriculture,

However, 1t 15 useful to measure the contraibution of the
Hank not only in terms of the gquantum of loans made to the Small
Scale arable farmers but also by 1te revenue and employment
generation multipliers, the developmenlt of agricultural infras-—
tucture and the physical output of its various projects. It is
also noted that undertaking this type of enviarnmental audit s
fravght with problems and difficulties because of the very nature
of our agricultural system in particular and the =ocial milien in
general.

There is more to agriculture than production. Agriculture
today comprises a complesity of activities the sum total of which
we refer to as agric business. In short agriculture ie bhusiness
with complex inter-relationship with industry. At the time of
virrting about 158,900 Smoall Scale farmers have benefitted from
the SHDLS and about 358 million have been approved. The relevance
ot the Fural HBetterment FProgramme lies 1n the sharpening aof the
awareness of the rural farmer to the fact that such amenities as
paotabile water, electricity, goad accommodation, just to mention &
few, are not the exclusive right of urban dwueller. Tthis 1ncrease
1N awareness 1s crucial 1n providing the necessary wmpetus far
the rural farmer to move up by his boot strap and work towards
improving his lafe, even with out outside help. We believe 1t 1s
with 1n this context that the problems, prospects and the impact
of the NALE Operated Small holder Direct lLoan Scheme and 1is

parallel extension services should be judged (NACE, 1991).

2.11 THE _FROBLEMS OF  SMALL HOLDER CREDIT ADMINSTRATION
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fh THE Lt s ELCHIONY <

the nature of the problem =otems from the tact tnat emall
farmers an Mygeria have only recently had aceess to creda bt from
ettt iamzl sources, EWon thoane thear zccess o theses tormal
sources of credat 15 limitea, fhais resualts Tram the fact Fhat
extension ol credit to Small farmers o= inatbtractyve to Ienfler=s,
This 15 due to 1ts very hangh adminstration costes, hioh defanit
and arrear< rale hiagh raisk rate and the Smatl naturs of helding,
vihacli presuappm=Ess bhat  the jendanag anstitoabions shouald  hEvs
snfticient s=taft to do effscive moncbarng, =snpervision eand loan
FECOvery trins.

Despite the tnattractivensse of Small farmere Credit admin=
istrabtion, the NACH haz however, hlazed the traal and =swnce 1981,
it rodeced 1{F small holder Ihrect credit scheme (SHDLS) which
currently covers the thirty one states of the federation and
Abuia. However, the Scheme 1= not without problems: the must

rmporbant of which i= low repayment rate.

Dhaty (1981 . O=untogun (1981) Ochelebs {19837) have suggested
possible reasons for defafil ranging Trom the inperfections of the
credit delivery system; inadequate sapervision and mentiroring,
lack of adequate market outlets; poor selling prices, dfariare of
the farmer to use borrowed funds for productive parposes refaeal
and not inability to pay; poor coordination oo the part of the
lending institutions due to  insuficient personnetl:  farmer =
absenteeism and wnsincerelty and Tarmer = atidvbudes ot regarding

e loan @ Pl p e braire ol (AT “NAataonal Cake®,



It is necessary to conclude this section by listing the major
problems militating against smooth operation of small farmer

credit in an under developed or less developed economy such as

Migeria:
i Inadequate infrastructure eag rural roads, storage
facilities, rural tele-—communication facilties, etc
11, Security of inputs eg fertilazer, improved Seeds and
dones, feeds, etc.
iii. High cost of transport due to (1) above,
iv. Impertection of markets and hence Pricing System
due to the absence of a community exchange and other
infrastructures.
Vo lliteracy. wide research ancl deviopment and
application gap.
1v. Underdeveloped capital market.
2ok SHMALL  FARMERS  AND _ THEIR PROBLEMS

In discussing this topic, we will highlight the Small farm—
ers and their problem=s, credit delivery system and a review of
the efforte of the NACH in channelling credit to small farmers
through the Small holder Direct Loan Scheme.

In a survey carried out by the Federal Office of Statistics
on farm holdings in 1973/74, Nigeria farmers have been classified
into three categories:-—

L. Small-Scale farms- these range trom under .01 hectares
to 5.99 hectarese holdings and this class holdings and

this class constartuted BO./H percent of all farm hold
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ings 1n the country an 1973/74 .

il. Medium- scale farms— these range from &.00 hectares
holdings to 9.9% hectare holdings and thais class
constitutes 135. 19 per cent of all farm holdings in the
country 2nl975i/74.

111. Large - Scale Farms - Thecse are farms of 10 hectare=s and

above and this class constituted 5.63 per cent of all
holdings in the country in 1973/74.

The prablems of Nigeriran Small farmers are as follows:
First 15 the natural resocurces inpute problems,especirally land,
water ,labour and management.
Second 1= the problem of farm capirtal in termse of physical .me—
chanical, chemical, biological and financaial bottle necks.
Third 1= the problem of production, raisk aversion,enterprise
combination, among others, and fourth 1s the problem of i1nstaitu-—
tronal ineffectaiveness found in such institutions or organisaions
as  farmers concerns and government agricultural institutions
among others. (Olayvide, 1980).
A part from the problems enumerated above, the small farmers are
further more characterised hy:-—

i. Itliteracy and i1gnorance.

11. Little capital.

5 . Low level of technology.

iv, Low income.

V. Small Size of farm holdings.
1V, Lack of tangible assets and clear title to land.
vii, Little or no savings.



viil. low level of productivity and
1. Generally rural milliieu.
The effect of these characteristics all put together make
the service of formal source of credit 1naccessible to the Small

farmer who i1s unattracted to formal lendina.

The resultant effect 1= that he become envitahly exposed to
other informal source of finance and stands to be exploirted &t
the slightest opportunity.

the major reason why Small Scale farmers have dafficulty an
attracting credit 1s that the administrative costs of lending to
Small enterprises are high and cuts deep inta the profitabilaity
of such transactions. This 1s undoubtedly the case and has been
borne out 1n studies.

A World Bank Study in the Fhilipines in 1978 showed that
whereas the administrative costs of handling larae loans was 1n
the order of 0.3%4 aof the cost of the loan.such costs,.rose to a
range of 2.6% to 2.7% when lending to Small enterpriser (lLe-—
vistiky, 1988). Within the transartional costs one must take
account of the risk element and potential losses. Despite what
has been said about the credit worthiness of Small enterprenuer,
there 1s no doubt that seveal Small enterprises lending pro-
grammes 1n the past have suffered from a high level of arrears

and defaults rate 1n Small farmers credit.
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The Fulani men, on the other hand, tend their cattle while
their women market the animal by-product (Milk and butter) in
exchange for cash to purchase grains for the family food (Rku,
1991) .

Farmers= 1in this area depend largely on family and hired
labour as their source of labour supply. Froduction 1s mainly
for subsistence. Land holdings consist of a few scattered plost.
Manual labour i1s employed as the praincipal source of power.

The level of farm technoloagy is so low that incomes of the
farmers are also low. #As a result, their savings are so lowm that

they are not capable of supporting any large capital formation.

3.4 THEIR OCCUPATION;G

Farming 1s the main occupation of the people. The wvaria-—
bility and distribution of rainfall in the area., have evolved the
people to a unique fTarming system characterized by mixed crop-
ping. Crop production 1s still manually done on small scatter—
ing pieces of land, using crude implements such a= hoes, axes,
cutlasses and knive=s. Agricultural modernization of the farming
practices appeares to have led to the increased use of biologaical
{(hybrid seeds) and chemical (fertilizer) techniques.

A farm services centre i1s located in Maigana in the old
Zaria Local Government fArea (now Soba LGA). It is responsible
for supplying farmers in the area with farm inputs at Goverrment
subsidized rates. The major farm inputs include i1mproved seeds
and seedlings, fertilizers, hecbicides, pesticides and tractor
services.

3.9 IYPES OF CROF  GROWN IN_THE AREASZ
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The main types of crops grown in the area are: maize, gul-
neacorn (sorghum). millet, rice and yams. UOne of these areas,
behind the Kufena rock to the south of MWusasa, groundnuts, sugar—
cane and vegetables (tomatoes, pepper and okro) are the rmportant
cash crops. It has also been reported to have the highest rates
of application of modern inputs.

Root crops (mostly yams and potatoes) are the main cash
crops. Cotton i1s also widely grown in the area (Etuk, 1983).

J.6 THE CLIMATE AND ECOLOGY OF ZaRlA LGAg

The climate in this area 1s such that i1t can support a wide
variety of crops. Farming activities are seasonal in nature.

There are two main seasons in the area:

is The Rainy/wet season, and

i1. The Dry Season.

There are considerable variation in the rainfall pattern of
the area. The amount of rainfall ranges between 700-1000mm per
annum. This 1s fairly dtstr1buted over a period of S-4months in a

vear.

The rainy season begins around may and ends in September .

- T, I The dry season starts in Aprail and ends 1n  Jahuary or
February.

The continentality of its climiate is more pronounced during
the dry season, expecially in December and January. The mean
dairly maximum temperature shows a major peak in April and Minor
one in Octaber (Antonza, I, 1989).

This low and seasonal character of rainfall makes 1te mark
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on the vegetation of the area which assumes various shades of
green in the wet or rainy season and turns brown, pale or yellow
in the dry season (Mortimore, 1970).

faria local Government Area consiste of both upland (tudu)
and low land (fadama) typeg of fTarm land. The soils are dark
clay, waith poor to very poor drainage. The low land 1= satusaled
along the river basins and capable of supporting crops throughout
the year. The upland (tuhj}. on the other hand,is cultaivied
mainly during the rainy sesason. Mast of these soils have been
formed in alluvial material and =zome variation in texture can
therefore be expected.

In szome rcases the stream has been somewhat 1ncised in the
valleys, in which case the soils tend to be better drained (éaku,
1991).

1,7 RESEACH ME THODLOGY 3

%avgd SOURCES  OF _ DATA

There are two main sources of data used in thais Study -
the Frimary Source and the Secondary Sources.

ia THE PRIMARY DATAL

Data from this source 1nvolves an agro-economic survey ot
farmers in the Zaria Local Government Area. The Small farmers
in the Study areas, willingly submitted themselves as respond-
ents when they were approached. A structured questionnaire was
admimistered to farmers 1n the study area to collect detalled
information from them.

ii. The SECONDARY DATAj.

The Secondary source of data was collected from the NALCH
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head office and the Kaduna branch office records. They were used
to build up the back—-ground knowledge for the study.

3. 782 DATA COLLECTION FROCEDURE;.

The basic procedure for the data collection in the research
work was the interview schedule. The questionnaires were admin-
istered by the researcher with the help of trained enumerators,
who are fluent in Hausa language.

The main concern is to collect both i1nput and output data
for the 1991/92 growing season.

In addition, wverbal discussions were held with various
groups of people such as NACE officials at the branch and Head
office in Kaduna and farmers in the sampled study area, in order
to obtain a general picture of the study.

Furthermore, library research was undertabken to collect
information needed to build up the background knowledge for the
study.

733 DATA  REQUIREMENT 3

U2

Several socio-economic variables were collected from fTarm—
ers. These i1ncluded production profiles and sources of f armer’
Credit in Zaria Local Government Area of kaduna State. question—
nairres were designed and data were collected under the following
broad headings:-

iw FRODUCTION DATAjZ

These cover anformation on crops grown and area under
different crops. Cost data related to the purchases of i1nput
were also collected because thais is where the credit

1s generally put into use.
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LABOUR 3
This consisted of family and hired labour. The family

labour is made up of adult males and children of about 15 years

of age. The items collected under this category wncluded:
ia. The number of family members.
il. The number of adult males and children of about
15 years and above. Fhe number of hours put into

each opeation by a family member was estimated.
111 .LAND

Land 15 an amportant input in crop production. In the
study area, the land tenure system 15 such that land can
be owned thrugh inheritance or lease. This siutation
was verified during the study. The area under such cate—
gory of land acqusition was determined and the amount of
land put 1nto crop cultivation was also established.

iv. FINANCIAL INFORMATIONS

This information included borrowing and i1nvestment activ-
1ties. Under borrowing. data were gathered on csource.
purpose and amount of loans obtained and utilazed. Intor-
mation on investment included liguid asset, fTixed asset

and so on.

Ve MARKETING DATa :

Data were collected on the following 1tems: data on  crops
and amount sold, price received. buying agents, amount of
output retained, transportation cost and marketing fees.

vi. FARM__EXFENSESS

These are input expenditure on hired labour, fertilizers,




sepds, chamicala el so on. Informstion on this
type, souwrce, cost and amount used was collected. it is
assumed here that the input use embodies the contribution
of coredit to the productivity of farmers. It i1e expected
that irncreased use of purchased inputs results  in higher

output and consequently increased income of farmers.

YR SAMPLING _ PROCEDURE ¢

T obtain a representative sample of the population from
which data were collected, a stratified random sampling technigue
was used to select the sample.

The procedure involved dividing farmers into agroups of

borrower and npon—  borrowers. The total sampled zsize was 179

farmers. That is, 71 borrowers and 108 pon~borrowers in the
selected fouwr sampled areas.

In another stage, random selection from & 1liszt of households
in the villages was done. & sub-sample of househcolds, including
only those that were certain to have obtained loan for areable
crop production during the 1991/92 cropping season, was drawn for
the survey.

Data on farm activities, sxpenditures, labour, capital in-
puts, vield arnd product price were obtained.

The purposse of random ﬁamjﬂ}ng in social science research is
to Avoid biaz. Random sampling gives every member an opportuni-

ty in the stwly area to be selected.

J.7r 5 AMALYTICAL TECHMNIGUIES

The analytical techniques used to schieve the obiectives of
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the study are the descraptive statistical tools such as pie
charts and histographs. A farm budget analystical techniques was

also used 1n this study.

Salth THE FaARM _ BUDGET 3

The farm budget in concept, seeks to wdentaify; the cost,
returns and the profitability of agricultural farm production
process. The farm budaget model looks at the Met tarm i1ncome

(N.F.1).

The NF 1 = TR - TVC + TFC,

Where: NF1 = Net farm income in Naira, which 15 also
referred ta as NFR.

Where: NFR = Net frm returns in naira (N).
Tk = Total Revenue or Gross FArm Returns

(GFR) in Maira (N).

TVC Total Yariable Cost in Naira (N).

TFC

Total Fixed Cost 1n Naira (N).
TC = Total Cost in Naira (N).
TC = TVC + TFC.

Therefore, NF1 = TR=(TVC+TFC)}.

Hence; NF1 = TR- TC.
The farm budget 1s described in the Net KHeturns to the farm
production unit as : TR-TVC+IFC. a
The TR (Total revenue) must always be 1n excess of the cost

(TC) of farm production, for the farm to be profitable or econom

1ically vaiable. In this study however, the costs and returns and



the different budgets in the arable farms under the specified
farming system are independently determined to satisfy obiectives
one, two and to some extend ohiective thiee.

The fixed cost part were not taken into consideration as x11
services from both borvrowers and non-borrowers were assiimed
hired, Reasons for the sdoption for this approasch is as follows:
i Most small holder farmers interviewsd during the suwrvey used
the services of such capital inputs as hired, z few of them owing
asuch  inputs conld not adequately provide weeful  information
needed to compute the capital related costs.

ii. To avoid ambiguity involved itn the valuvations of the in-
dices connecter with fixed cost such as the net worth of capital
inputs, operating cost and depreciation., eatoe.

iti. For ease of comparison between borrowers, and non-
borrowers in the study ares, their services are better taken as
hired labour cost. The above limiations to getting fixed cost
values, have limited the possibility of an extensive use of the
farm budget approsch in this stuady.

The farm budget shows only the output realised, the mone-—
tary costs and returns from & production processs. It 1e by no
means able to determine the optisusm costs, retwrns or farm pro—
duction level.

The farm budgets valuation of inputs and outputs are sub-
jective becanse they rest solely on the value judgement of the
reseatrcher oo extra pains must be taken to get values close
enough to their redal values.

The Tarm budgets approach are modelled by using averages in

the input-output relationships. Aveages can cover the influence
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from some Tactors like variation in class, management, solls,
access to input, credit, etc. Thise makes the interpretation ot
the farm budget results complex, because these factors laisted
above can under normal circumstances affect farm returns.

Despite the above limittions to Tarm budget, the farm
budget 15 still a valuable analytical tool, quick to construct,
useful 1n gquantifying farm success and 1n making inter—-farm
comparison between borrowers and non-borrowers in the ftour sam-—
pled area. These are however relevant in 1nvestigating the
cbyectives of this study.

JeTas7 AFFROACHES  TO THE STUDY  OF THE IMFACT OF CREDIT OM
SMALL HOLDER FARMERS: -

Basically there are two approaches to the assesment of the
impact of any project. The first 18 comparing the situation
"before" and "after" the 1mplementation and then, assessing the
results. While the second, 1s comparing the situation among the
beneficiaries and non-beneficiaries. Each of the two approcahes

requires a different set of data and analystial techniques.

The Ffirset approach may required the use of time series
data, covering many vyears. This therefore, necessitates the
keeping of records by the farmes. Unfortunately, the majority of
farmers 1n the study area are 1lliterates among whom the act of

record keeping 1s almost always non-existent.

The quantification of the "before" data has to do with the
farmers" ability to recall to memory what economic activaities he

had performed 1n the past, It 158 laikely that data based on







HAFTER  IV.

4.0 LENDING TO FARMERS THROUGH THE NACE SMALL HOLDER DIRECT

LOAN SCHEME (SHDLS) .

The Samll Holder Direct loan Scheme, often demands that
loans be given only for purposes that fall into the following

categories:

1 firable crop production,
11 The raising of livestock, that i1s,the production of poultry,

cattle, pias and the like,

0 8 Mixed farming: that 1s, a combination of tood crop prouc-—

tion, cash crop production as well as livestock production.

iv Agro-Allied production: that is, the production of local

raw materials.

v Marketing and

vi Dut—grow.ﬁyun—lending loans: that 1=, lending made to
established 1nstitutions against repayment quarantees for on-
lending to Small Scale farmers.

The outgrowers/on-lending 1institutions i1nclude state ministries
of Agriculture or Agencies, as well as Apex Cooperatives Organa-

sations (NACE, 1991).

The aim of this chapter 1s to analyse, the NACE s lending
activities to farmers under the SHDLS 1n Zaria and to identify
differences or similarities in loan allocation within its years

of activities. The questions these section of the study tries to
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answer are: Have the loans actually been used for the purposes
far which they were meants? Are the loans fairly distributed

among those purposes?

4.1 NACE LOANS  ON  SMALL HOLDER  DIRECT  SCHEME AND FURPOSE
1981-1991

Thais section discusses the loans given for various purposes,
within the years, from 1981 to 1991, when the Small Holder Direct
loan scheme was 1nauvqgurated. As will be discussed 1n greater
detail later, Areble crop production realised greater transfer of

resources from the bank.

An attempt 1s also made to discuss the laosn approvals by
the NACH Kaduna, branch office. The branch office was opened 1in
1988 to cater for Small Scale farmers in the state, through the

various Local Government Areas of Kaduna State.

In doing this, we will highlight the proportion of loans
channelled directly to Small Holder farmers and those adminis—
tered through outgrowers/on—-lending for direct production of

arable crop i1n Zaria LGA of kKaduna State.

As  faigure 4.1:1 andicates, NAUH borrowers of the SHDLS a1n
Zaria, are mainly arable crop producers. This loan purpose
formed the bulk of the Small holder Direct Loan Scheme (SHDLS).
Of the N756,874, 944.74m loan qgiven to agriculture as a whole,
arable crop alone accounted for about 58.4 percent or N441.8m.
About 11,731 Smallholder farmers benefited from the the loans.
01 this number 240 arable crop farmers were from the new Zaria

Local Government Area, who borrowed from the bank, between 1988-
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1991, when the Kaduna branch office of the MNaRCE was opened.
Marketing took the second areater share of 31.3 percent or
NZ37.2m. Livestock production came third of the loan allocation
by MNALH. The sum of NI1.5m or 4.2 percent was given for live-—
stock production. Twenty nine million niara or 3.8% loans went
to outarowers/on-lending. A total of 2, 474 farmers were benefi-
craries of such loans. Out of this number, 1, 499 beneficiraries
were from Zaria Local Governemt #fArea. Loans forMaized farming
amounted to N14.8m or 2.0%. fhe least number of loans went to
figro-Allied Froduction, which received NZ.3Zm or O,3%4, of all
loans to Agricultures; 18 farmers beaing the beneficiaries of
the lovans. Also, the N75%&6.8m transferred into agriculture by the
NACE from 1981 - 1991 1s quite a substantial sum. 1t was, howev-—
er, concentrated in the hands of only 15,992 tfarmers in the

State.

Enigimi (1982) abserved that not many Small Scale farmers ain
Kaduna State, who produce about 20% of the State’'s food and fibre
could afford, for instance, to pay survey fees for their farms,
regrstration of title fees, stamp duties and other collateral
requirements of the hanks.

This puts them at a disadvantaeous position in the sense that

they may not be able to benefit much from the scheme.

It is worthly to note that the SHDLS have conributed im—
mensely to the increase in araable crop production in the study

alfea.

Credit given for areable crop production are so small per



capita that 1t does not require any complicated collateral. An
individual Tarmer could borrow up to N5,000 without any collater-
al security (NACH, 1991). [t 1s only when a Tarmer requires more
than the faive thousand naira that records are checked to make
sure he i1s credit worthy and his credit-worthiness depends on the
type of collateral security he puts down to back—up the loan he

takes from the bank.

Loans amounting to NS,000 and below are short—-term loans.
That 1s, they are meant for projecte/enterprises with short
gestation periods. Arable crops do have short gestation periods
and 1t 1 interesting that MNACE loans are being reflected in crop
production lately. Hitherto, arable crop production has been on

the downswing due to lack of interest in this area.

The fact that arable crop farmers got the largest loans
amounting to hundreds of thousands of naira is an indication
that, loans from NACE are spread in many hands. This also indi-
cates that the loan reciptients are mostly Small Scale farmers
who consitutes the bulk of the farming population in the study

area.

rku, (19846) argued that poultry industry was collapsing for
lack of feeds. As a result, the prices of livestock products
have gone up by more than 200%. The poultry feeds come from
grains. As grater focus 1s being pald to crop production by
NACE, there would be less of fed shortage for livestock producton

in NIgeria. Consequently livestock production will be boosted.
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The spread of MNACRE loans in crop production has important
implication for the development of Small-Scale agricultural
production 1n the Study area. Arable crop production can be
flexible encugh to be undertaken by both Small and large—-scale
farmers. Farmers can take small or large loans, depending on the
type of technology one 15 using. Small loans do not require
collateral security, which Small-scale farmers cannot afford.
Hence, 1t 15 safe to conclude that Small-Scale farmers are the

main beneficiaries of NACE loans.

The pie-chart also suggests that marketing came second in
loan allocation by NACE i1n the study period. This loan 15 for
individuals who have facilities tor bulk purchase of excess
grains and other strategic agricultural produce. Such facilities
wnclude stores or warehouses, transportation, processing, drying
and preservation facilities. Heneficiares of marketing loans are
State Ministries or agencies, and fApex Coopertive (Organisa
tions. The loans are meant for purchasing farmers’ product after
havest and has a maximum of MN5S,000,

It is usually for one Tarminag season of 12 months with an inter-

est rate of 21 percent.

It 1s envisaged that this will eliminate completely or
reduce to a minimal percentage, the wastage and also stabilize
prices of agricultural products. virth this the farmers are
encouraged to farm more, this also accelerates their loan repay-—

ment-rate.
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Livestock production took the thaird share of the loan allo-
cation by NACE during the period. Livestock production consists
of poultry and other animals. Crops and livestock production form
a unique part of the Migerian agricultre so much so that each has
a special task to accomplish towards achireving the tremendous

agrowth reguired i1n agricultural production.

Outgrower fon—lending loans came fourth with 5.8 percent ain
loan allocation by HNACEB 1n the Study period. This procedure
entails granting of loans to established instaitutions for subse-
quent on—-lending to traditional or Small Scale tarmers., These
institutions guargntee repayvment on behalf of the third parties,
ie the traditional quhers. These institutions 1nclude State
Govermentse, Cooperative Societies, Urganisations, Government
bodies and Cooperative banks which may have credit facilities

with NACH.

4.2 FERCENTAGE  LOAN DISTRIBUTION WITHIN THE YEARS:

Une of the main objectives of this study 15 to determine
whether the NACE loans of the Small holder Direct Scheme loans
are evenly distributed within the years in Kaduna State.

Figure 4.2 shows that difference in loan distraibution exists,

The wiffe variation can be viewed in{WO different ways:

¥

1. The percentage number of loans® and

11. The percentage in total loan amount ¥
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The percentgge number of loans started with an 1mpressive
record of H53.46 percent in 1981, 1t declined to 14.2 percent the
following year (1982)3 This may be as a result of the general
recession in the economy, which alsa dampened the demand tfor
credit by the Small Scale farmers 1i1in the State. Lt further
declined to H.46 percent 1n 1985 and to 1.0 percent in 1985, It
rose again to 1.4 percent in 1986 and to 9.7 percent in 1988.
This could be due to 1ncreased subvention to the bank by the

Federal Government and also wncreased prosperity in the economy.

I he percentﬂge number of loans however., declined to 2.0
percent in 1990, and to as low as 0.3 percent in 1991. ihis
could be attributed to NACE s insistence on adequate collateral
securities from the farmers, befaore appraoving any loan. The
project coordinator of NARCR stated that the majority of farmers
do not have collateral security to back up their demand ftor
loan, as a result the bank found 1t very daifficult to agrant them
loans since previous loans granted on concessional collaterals

have not been recovered.

The percentage in total loan amount has a sharp increase
from 5.4 percent in 1981 to 31.68 percent in 1982, and a decline
in 1983 to 3.1 percent. The total amount of loan percentage
assumed a particular trend as 1t declined from previous years and
to 1.5 percent ain 1984. In 1985, 1t rose again to 31.7 percent
and followed by a sharp decline 1n 1986 to 2.68%. Hetween 1946
and 1987, there was another increase from 2.6 percent ta 19.2

percent and another drop to L0 R percent in 1989.
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In 1989 the percentage rose again from 0.0 to 4.2 percent

and finally dropped to 0.1 percent ain 1991,

The rise and fall phenomoenum of loans disbursemenrt by
MACH 1s as a result of government policires due to the dwindling

reources of the Federal Govenment.

4.3 LOANS  FOUR_ ARGBELE  CROF  FRODUCTION PURFOSESS

As  mentioned above, of the N7G&, B74, 944.74 million given
to agriculture by the scheme from 1981- 1991, N441,860, 144,72
million alone was allocated to arable crop production. Thas
amount represents 58.4 persent of the total loan for agriculture.
Why 1s arable crop production loan share so large? Could 1t he
that the bank prefer some purposes to others? These are some of

the guestions that will be answered in this section.

While 1t 18 true that the main business of NACH 1n the
Small holder Direct loan Scheme (SHDLS) 1s to make loans availl-
able to farmers for all purposes, the estent to which they do so
1is extremely limited by various factaors. Iin the first place,
profit seem to be the main consideration in the allecation of
loans by the NACE limited. in the words of the prolect coordain-—
tor.” a project has to be vaiable enough to make profits’ for its
owner to be considered a suirtable client for bank loans. There-
fore, the type of purpose for which the loans are demanded 1s the
main consideration of the NACH wn provaiding loans to the Small

holder farmers.

In the second place, (Aku, 1981) has observed that commer—
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cial banks and the NACEH as well prefer to lend on a short—term
basis, that i1e., for purposes or activities that have short turn-—
aovers. Some food and cash crops do have short turnover periods
but their production has stagnated 1n recent years due to

drought.

4.4 THE IMPLICATION OF THE CONCEMTRATION OF BaME  LOANS  ON
ARAHLE CROF PRODUCTION;

The concentration of NACH Small holder direct loan Scheme
on arable crop production has wmportant 1mplications for the

development of Small-Scale agraicultural production.

One 1mplication of bia leans 1s that the banks do Tind
obvious way to finance projects/enterprises wikth short gestation
periods. Arable crops do have short gestation periods and 1t 1s
intersting that NACE loans are being reflected in crop production

lately.

fhe fact that arable crop farmers agot the largest loans
amounting to hundreds of thousands of naira 15 an 1ndication that
loans from NACE are spread 1n many hands. The 1mplication as
that, &as areater focus 1s beinag paid to crop production by MACH,
there would be less of feed shortage for livestock production in

Nigeria. Consequently livestock production will be boosted.

The spread of NACE Small holder draiect loan scheme in crop
production, has 1mportant wmplicatron tor the development of
Small-scale agricultural production in the study area. Arable

@ rop productioncan be flexible enough to be undertaken by both
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Small and large Scale farmers. It is worthy to note that the
SHDLS, loan recipients are Small-ecale farmers, who borrow up to
NS,000 without collateral security, which Small-scale farmers

cannot afttford.

Loans for marketing took the second largest share with
about 31.3% beneficiaires. While livestock production came third
out of the loan allocation by MACH, receiving about 4.2% of total
laagn beneficiaries. This number i1s however Small, when compared
to arable crop loans. It seems unlikely that. in the near
future, large loans will be made 1n many other areas ot agricul-

tural production.

In summary, for SHDLS to meet the demand in the country,
some measures should be taken to efficirently make credit avail-—
able by the NACEH to framers for other purposes at laraer share
too, to imporve food production in Jaria ., Faduna State, and

Migeria as a whole.
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‘ . CHAPTER V.

G.0 PRESENTETION AND ANGLYSIS OF RESULTS

F.1 RESOURCE RECUINMEMEMTS:

The nature and magnitude of the various faxrm resources were
abtained from the sanpled Tarm areas. Information ot the Tarm
gizes, loans, and labour contriboted by dififerent labour types
wasz also ovbtained and ie compared belween borrowers and non-
borrawers in the study areas. It is hased on dats collected from
farmers during the 1991/97 growing sesason in the four samples
villages.

hod THE SIZE OF FARMERS' LAND HOLDING.

The sirvre of farm holding is very important in agricoltural
production. Because fTarmg in the smaller size group are not
large enough for any meaningful investment in the use of farm
implemsnts and farm machinery.

Farm sires are grouped into tweo, for small holding fasros

. /
under bharrowers and non-borrowers in the areas respectively.

Table 3.2, gives the di&{ribution of size of farme and land
i lding betwesn the two groups in the study areas.

tinder borrowers and non-horeowers’  in Kakivave, the most
common size aof land cultivated was between 7.6 to 10.5 hectares,
with an average eize of .05 hectares,

Farm sirze hetween 4.6 to 7.5 hectares in Wucicire, hbas an
everage size of &.050 hectares. While between 22.6 to 2%.5 heo-
tares, has an average size of 24.05 hectares respectively.

The most common size of land cuwltivated in Dakace among the
bhorrowers and non-borrowers wes bebween 1006 to 13.5 hecltares

with a8 averaqe SLEE of R hectares .
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TARL

5.2 SIZE OF FARMERS® LAND HOLDING AMONG RESPONDENTS IN THE SAMPLED AREAS.

FARM BEORROWERS NOK-B8B0ORROGMWET RS
KAKIYATYTE WUCICIRE | DARACE DAMBO RARIYAYE |WUCICIRE DAKACE DAMEO
SIZE IN [NGOF [SOF | AVE. |®O oﬂ_.:;. VE. | KO OF £ OF |AVE. |KO OF[% OF | AVE. | NO OF % OF | AVE. NG OF |% OF AVE. |NO OF % OF A,ﬂa- O OF| % OF AVE
FAR- |FAR- | SIZE |FaR- A;m- 1 FAR- | FAR- |SIZE (FAR- |FAR- | SIZE | PAR- | PAR- | STZE | FAR~ |FAR- [SIZE |PAR- |FAR- [SIZE |FAR- | FAR- S1Z
HECTARES [MERS |MERS OF |[MERS GRS pF MERS |MERS | OF |MERS (MERS | OF | MERS (MERS| OF ) MERS |MERS|OF |MERS |MERs | OF |wiRs | wERS oOF
HOLD- OLD- ROLD- HOLD- HOLD- HOLD- HOLD~ HOLD
MG NG THG 86 NG NG ING ING
4.8-75 |2 13.3 1805 |3 Ps5oleos 2 |11.1]e.0s |s wm-wT.ow 2 8.0 605 |3 (10.018.05 |3 |11.8]8.05(3 [11.186.08
7.5-10.5 |4 .7 | 505 12 Re709.05 |5 o8008 |4 [15.3{0.08 |5 0.0 fsos |2 le7 {e.05 |4 |i53leos |5 less.os
10.6-15.5 | 3 2.0 (125 |1 8.5 125 |6 33312053 prefizo |3 120 hoos |4 _a-u 12.08| 6 |23.0|12.05{3 |11.112.06
13.6-16.5 1 6.7 8.5 |2 pe.7(15.05(2 (1221 [18.08 |6 k5o |15.05}6 |24.0 J15.05 | 10 M_ﬁ.u 150613 |ju.s|isoesf- |- -
16.6-19.5 | 2 3.5 | 180811 8.3 {16,051 (6.6 |186.05 4 pssiisos{2 (8.0 [18.05 |9 To.o 18,0614 115.5|18.05/4 [14.818.0
18.6-22.5 |8 20.0 | z105|- | |- 2 [:a(a0sfs  fhief{2n.0s{s [1e.0 J2r.08 | - - |- 5 [19.3|21.05]6 |22.221.05
| 22.6-25.5 |- - - 3 [s.0fuos|- |- | 1 p.s "N osl~ |- |- 2 __m.._. 24.08 (- [- |- {5 [|18.524.08
25.6-28.5 |- - - - | - - - - - - ~ |- - - - - 1 3.9 ,_ﬁ.oi‘ -~ -
28.6-31.5 | - - - - - F F b |- 3 lzojoos|- - - 1o [- |- |1 [as w0
TOTAL (15 | 100 13.85 | 12 200 '14.05118 100 [13.55 |26 hoo |15.05 |25 |100 MG.S | % TS |14.05 |2 lwso T.:__u 100 17.20
SOURCE:  FIELD SURVEY, 1892




Betuween 13.6 to 16.5 hectares was the most common size of
land cultivated in kKakiyave, Wucicire and Dambo among the borrow-
ers and non—borrowers:; with an average size of 15.05 hectares
respectively.

While the most common =size of land cultivated by the non-
borrowers in Dambo, with an average size ot 21.05 hectares, was
between 19.46 to 22,% hectares, during the survey period.

5.3 THE FREOQUENCY OF LOANS DISTRIBUTION AMONG BORODOWERS

IN THE SArFLED AREAS.

The frequency distribution of loans (credit) given to farm-—
ers in the sampled ares of thais study 15 given ain table H.35. for
the purpose of this study, the loans are divided 1nto ftour sizes.
The first class has a range of NSOO to N1,500 with average amount
of N10OO, In the second class the size was N1,501 to NZ,500 with
an average amount of NZOOO. The third has a range of N2,001 to
NZ,500 and mean amount of NI, 000, While the last class interwval
was NZ,501 to N4,.5G0 thus givaing an average amount of N4OOO,

In the first class, the percentage of farmers who got loan
from the NACB was 40 percent in kakivaye. about 25 percent in
Wucicire, between &1.1 percent in Dakace and no farmer 1n Dambo
benefited from loans. The number of people that receilved loans
in this category in Dakace 15 high, however, the amount of loans
from NACE was small and was used for cultivation and maantenance
of their farms.

For the second class, 26./7% of farmers received loans from
NACB 1n Kakiyaye, 254 at Wucicire, about 146.7% Dakace and 80O.7%

at Dambo. The reasons why the number of loan beneficiaries 1s
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higher i1n Dambo 18 because majority of farmers belona to Dambo
Young farmere’ Union. The Union neqgotiate for loans on behalf of
members, which make it easier for members to obtain bhigher loans
from the bank.

In the third clase, 33.3% of the farmers received loans from
the NACB. i1n kKakiyaye, about 25% in bWucicire, and 22.2% at Da-
kace. While in the last class, 254 of the fTarmers received loans
in Wucicire and 192.3% at Dambo.

From the table. 1t will be seen that majority of farmers
falls 1n the first and second class intervals. From the inter-
view and discussion held with majority of the farmers wha bor-
rowed money for arable crop production, the farmers 1n the area
complained that there 1s a delay in the supply of credit to them.
Credit they said was not sometime availabe for timely use because
of the long procedure=s involved before loans are finally dis-—
bursed to them.

1t was discovered from the survey that, nine reqgistered
memnbers of Dambo Young farmer s Union opted oot of the associa—
tion in 1988, when they applied for loans from the NACH, throuah
the Union because of the long delay in the loans disbursement to
them.

5.4 LABOUR.

Labour 18 very wymportant an agricultural production. 1In the
traditional agriculture,family size plays an important role 1in
the farm labour supply. especiaxlly an the rural areas.

In the southern and Western parts of Nigeria, the culture

permits female employment 1n agricultural production. It there-
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fore implies that, women labour can be expected to boost the
family labour supply a agreat deal.

But this 1s not the case in the study area, a predominantly
Muslim area where female "purdah" 1s practised. And employment
of female or female particaipation in agriculture 1= a taboo, and
hence the overall individual family labour 1s made up of aduolt
males and children of about ages of 16 vears. Consequently there
15 need for hired labour in agrircultural production 1n the sam-—
pled areas.

Table 5.4 shows the total labour i1nput of man—hours contrab-—
uted by different labour types to work in the sampled areas.

A total labour anput of 5490 man—hours were availlable tn
borrowers i1n kakivave, of which 53,1 percent of 1t was used as
hired labour hours and 446.9 percent comes from tfamily source of
tabour. A total of &600 man—hours was used n production by
non-borrowers. Where 6&6.3% 1s contributed by family members and
A3.7 percent 1s from hired labour.

Out of a total labour input of 4680 man—hours that was used
in the production of arable crop among borrowers 1n WBucicire,
57.6 percent was hared labour. While 42.4 percent comes from
famirly members as labour input. Non-borrowers in the area have a
total of &980 man—hours available for crop production.

Dakace borrowers have a total of 5340 labour man—hours

avalilable and H2.9 percent comes ftrom hired labour. bhile family

labour accounted for about 47.1% as labour source. A total
labour input of &350 man—hours was availlable to boroowers as
labour hours 1n Dambo village. About H3.0% was used as hired
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labour hours, with 47.0% contributed as tfamily labour hours.
About a total of 4620 man—-hours was availlable to non—borrowers.
Labour hired was 50.5% and 47.5% was from family labour respec—
tively.

From table 5.4, the haorrowers in the sampled are., hired more
labour than the non-borrowers. Since borrowers 1n the sampled
area, have more funds at their disposal, the demand for thear
inputs like labour, was expected to be higher. The less use of
hired labour hours by non—borrowers could simply imply that they
lack funds to hire farm labour, consequently, the use of family
labour whaich 1s a perfect substitute for hired labour in the
area.

BsD COST _AND RETURNS ANALYSIS.

Given the small farmers’ low level of income, past savings
are frequently insufficient to take advantage of avairlable pro-
duction opportunities. Access to external production credat
therefore becomes a crucral pre-condition for expanding farm
wncomes of the small scale rural farmers.

This general observation 1mplies that farmers who have
access to credart on arable crop production, should have higher
incomes than those who do not have access to credit in the study
area.

The net returns or profitabilarty 1= defined as the total
revenue less the total cost w1n any enterpraise. And the aviabila-
ty af the farm enterprise business will depend on 1ts profits.
The profitabirlity of the farmers’ can inturn, be inferred from

the cost and returns relationshap of the farm business. Increase



in returns than costs means that profit i1s realized from the
business.

However, the coste 1ncurred by any business orqganization
will depend, on the type of inputs employved, and used 1in the
agricultural production process.

The productivity and profitabaility of farmers in the sampled
ares of study, included only costs and returns from the crops
produced. In this, the input land, all data presented and dis-—
cussed 1n this section are qiven on perhectare except otherwise
stated.

The uniform farm size holding expres=sion 15 to allow compar—
rsm of the various farms wirthout size bias.

9.5.1 LOSIS.

Cost 1s defined as all expenditures incurred on all inputs
used 1n a production process. In this study, other costs on all
variable 1nputs include labour, seeds bags of fertilizers, farm
implements and transportation cost.

5.9.2 LABOUR COSTS.

The labour ctosts include the various Costs incurred on the
use of labour in the following farm activities such as: Land
clearina, Flantaing, fertilizer applications, Weeding and harvest-
ing/threshing.

The various farm activaities listed above attracted dafferent
wage rates 1in the various arable crop farms sampled. The wage
rate wvariations per farm activaity 1s computed and detailed in
table 5.5, from the results collected 1n this study.

Land clearing 1s shown to have attracted the highest wage

rate= i1n the area. About NiIS per-man-day 15 charge for land
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TAELE 3.3 WABE RATE FOR FARM ACTIVITY ON ARABLE CROF FROCUCTION IN ZARIA LA

............................................................................

FARM ACTIVITY | KAKIYAVE ,  DAMEC ' DAKACE .« WUCICIRE /
(COST OF e mmem e o e e e e e e
LABOUR TNPUT BORROMERS. NON-BORRONERS: BORKDMERS:NON-BORRMERS BORROMER |NON-BURRONER  BORROMERS:NON-BORRONER;
(N : ‘ H ‘ ' : ' ‘ :
LAND CLERRING ; 35 | 30 1 3 A A A
RIDGING - 25 T+ S a3 8 0B M & B :
FLANTING S - 20 I - N 8 1 18 [ I5 B 1 L :
KEEDING Y - B 25 A - 2 B 1B Y - S '
FERTILIZER | : : H ‘ . ‘ ‘ :
APPLICATION | 18 | 15 L B I O V18,50 § 1S H
THRESHING | 18.50 [ 1 . 20 ) 20 05 1550 1 18 1 6
TOTAL COST | ‘ : ' H ‘ : ' H
PER V170,50 ) 15100 D 1S 1 1S3 L 161,50 1 150.50 | 165 1 e |
MAN-DAY H : H ' ] ' ‘ H '

SOURCE: Field survey, 1992.
1 wrable crop farms under Borrowers/Non-Borrowers in N/Man-day in the four sampled Areas.



clearinag in Kakiyaye among the borrowers. While non-borrowers
pay about NIZ0 respectively. Finding from the table 5.5 reveals
that there was a uniform rate charged for land clearing within
the four sampled wvillages. FRidgina attracts NZS for borrowers
and non-borrowers in Kakivave.

In Damba Village, borrowers are charged NIO.O0O, while non-
borrowers pay N25 as labour cost for radaing. There i1s a uniform
rate of N2ZS for farmers in Dakace and Wucicire between the bor-
rowers and non-boroowers i1n the area.

The wage rates are different because the different fTorm
activities are not having equal demand for labour, the maore an
activity demands the more the wage rate charged.

The labour 1nput coste 1n the area constitute both family
and hired labour. It was assumed that the family labour was a
perfect substitute for hired labour, It the ftamily labour 1s
available to the farmers, there would be no need for hired la-
bour. And 1f the demand for hired labour 1= low, the wage rate
will also be low.

9.9.3 FiakM_ ITMCOME .

The maagriitude of the gap between the revenue and Costs of
farming business has always been af special interest to business
and economic analysis. The gap 15 often descraibed in various

ways, but can be seen basically as profit of the business enter—

prises.
The profit 1s the end result of a market process. It as
best conceived as residual income. Aagreeing with the above

definition, then the level of farm 1ncome 1s a measure of the
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profitability of the tarm business from Lhe sales of outputs.

it reflects the efficiency with which inputs are used on the
farm. Farm incomes, represents payments to owners of productive
resources for services supplied and in this situation, the serv-
ices af the owners of the farm business. There are various forms
of farm incomes and ways of calculating them. They include Gross
and Net fTarm 1ncome respectively.

The table below gives an analysis of the efttect of credit on

the magnitude of farm i1ncome of farmers in the study ares.

TABLE 5.46: A comparative average farm i1ncome statements for

borrowers and non—borrowers i1n bucicire village, 1992.

Iterms(FC) E Borrowers | % ; Mon—Borrowers ; “ ;
Farm output . N k : ! 2] k. . .
Maize V4,740 - 15330 7,198 87 | S&h |
Beans v 3.150 - 120.5 } 2,100 = ! 10T 3§
Guineacorn ' 2,800 - 1 18.3 | 4,125 - y 21..0 1
Millet ¢t 1,516, ht ;9.8 | 2,350 - A . o -
Yams v 1,450 - ‘2.4 2,165 a0 i 11.0 4§
Toma/pepper | 810 20 15%5.2 ! 975 - 18 5.0 )
Unions v 600 S0 4.0 | 170 e 78 1 0.8 !
Kice ¢ 2bd . a6 +1.8 - HO0 d = ! el H
Sugarcane B = - 5 - . 164 PR 1 : 0.8 :
6.F.l. INES,334. 32 | 100 § N19,649 . 70 V1o

—————— i —— ., || . s o . . e st . N e vt N e e s s . s g e et et S, e - . ey et | s s e .

Source: Field survey, 1992.
The above table shows that, 1t 18 more profitable to both

groups of farmers to grow, Maize, Millet, Guineacorn, (Sorghum).

77



Yams, and beans, which gives them higher profit margin and in-
crease in productivity of the farmers. The Bross Tarm income
{(G.F.1} of the farmegrs in this area was ML3,534.32k for the
borrowers and MNLP, 442,70k for the non-borrowers respectively.

Maiszse production among the DBorrowers 1 thie village obtain
an increase in orop vields and income of about MN4,740.00 while
about 31.90% rate was recorded to obtain the highest ilncrease in
the crop vields. The implication for this result is that., mailze
production in the area has been carcied out eainly because of bthe
rairnfall distribution which often permits two malze crops in &
SRRSO . The reasons for this high increase is that, maize pro-
duection does however, have b#ffer potential in the area capable of
supporting two malze Ccrops each yaesr, Iin addition to higher
vields, storage ls easier and past-harvest lossegsmal ler.

Beang is the second higher yield crop in bthe area, recording
about 20,5% acoounting for NLIL,ISHC.00K fTor borrowers. Simmilar
Feason are cited for time and frequency of weeding. We found
that borrowers consistently indicated atdesire to obtain incease
in crop yvield and attract higher income as a result uwse improved
input practices.

Guineacorn (sorghum) atbesoted the sum of NI2LBO0O0 with about
18.5% for barrowsrs. 't is the mosl ieportant grain in the ares
interms of total acreage and per-capits consumpiion. Reason for
this high yield is that, it have the dvantage of growing on
impoverished soils and of being resistant to major pests, and are
usual ly unrespansive to increase in soil fertility level.

Millet production recelived about NL,S14.646k or9.8Y% between



the borrowers. Millet production 1= encouraged in the area,
because 1t is the first crop to be harvested and the most drought
resistant of grains grown 1n the area. For this raeson, most
farmers usually grow millet in the area irrespective aof 1ts low
relative profitability. Agrreing with Morman, (1972) one could
state that, Millet, like =sorabum 1s a mojor food crop ain the
area. Most millet grown 1s consumed by the farming household.
They are grown mostly in mixstures together with sorghum and other
craps in the area, thereby leading to higher yields and 1increase
income of the farmwers.

Yams production carry 2.4% with an averaqge income of N1,4050.
FRice, Onion and and Tomatoes/pepper attracted the least amount of
N2&6b6.646F or 1.8% on rice production. About 4.04 or M&aOG. 5Ok was
realised from Onions, while Tomatoes/pepper carvy NS10O_ 50k with
about 5.2% respectively among the borrowers 1n the area.

UOn the non-borrowers farms, the level of farm output 1is
higher than that of barrower=s. Out of a total of the Gross farm
income of about Ni19,642.70k, Maize production attracted the
highest ancrease in crop yvields and income of about 56.86% with
about N7,198.57k. Reasons for this high vield of Maize and other
crops among the non—borvowers, could be a5 a results of the facts
parlier attributed to the borrowers 1n the area.

Further more, the number of loan—-beneiiciaries in the area
15 very small when compared with the number of non-borrowers. 1t
1e likely also that non-borrowers 1n the area are farmers with a
very sound financial position. It the non-borrowers have higher
financial position, they would definitely Tand themselves on

higher points of returns than their borrowers counterpart. Ihis
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was the type of results obtained above.

The economic implication of this result was that the current

farm expenses had 1ncreased and the amount of loans disbursement

remained very low.

Agreeing with Matlon

(1978)

one could believe that,

borrowers in the area were made up of the wealthy farmers.

norn-—

This

being the case, had bigger resource use and as such their level

of productivity is higher than the borrowers.

TABLE S.7: Current

tarm expenditure/input Costs (N} in Wucicare

village, 1992.
Cost of Labour . Borrowers -
input  (YC) HE k
Cost of hired :
Labour v 379 - 00
Inputed family H
abour cost 1 275 . 0o
Cost of inputs/ |
Fertilizers v 375 S s o
Cost of seeds v 439 . 16
Cost of repairs .
of tools . 312 . &é
Cost af farm T
implements v 475 . 0
Transportation H
cost H 48 . 16
Total cost of :
production (TC) | 2,299 . 98
__________________ S S T S———
L]
Net farm income , 13,034 . 354
_________________ e e e e e e
L]
Source: Field Survey,., 1992.

- e aw - = - ae -- -

———— —_— _——

Non—Horrowers

255 . 71

6O . 42

100 « 71

aw =

L
.
L]
L]

11 the loans amount was not big enouagh to enable the borrow

ers bring their resource use to the level of the wealthy
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borrowers, the results obtained would be unrealistic between the

two groups af farmers in the sampled areas.

Table 5.7 above, gives an overall description of the different
caost incurred for producing one hectare ot arable crop farms
across the two groups of farmers in Wacicire village.

The sum of N2,299.98k was incurred as the total cost of
production for farms under borrowers i1n the area. About N4A75.00
ar 20.7% was spent as the cost of farm 1mplements. Seeds at-
tracted 19.1%, about NA4Z9 .16k The cost of hired labour and input
such as fertilizer attracted NEIJ5, or 16.4% respectively. While
the cost of family labour was N2V5, about 11.9%. The sum of
N312.66k or 15.5% was spent on repairs of farm tools. The least
was the cost of transportation, which carry 2,04, about N4B.1&6kK
respectively for borrowers in the area. The reasons for this
variation in the expenses incurred by the both groups of farmers
have earlier been explained above.

Under the non—borrowers farms., the sum of N&19.28k or 20.4%
was reported as the cost of inputs/fertilizers out of a total
cost of N3I023.53k.

The second largest proportion of cost incurred oo non-
borrowers ftTarms was on farm 1mplements; which attracted about
20.2%4 or N609.42k. fhis situation 1= attraibuted to the fact
that, non—-borrowers total cost results ftrom the operations of
larger sizes of farms. It 1mplies that, 1f the farm sizes 1s
large, the cost of maintaining the farms would be high.

The cost of improved seeds 1s valued at NOSEL.2Z28k or 19.2%.
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Family labour cost accounts for about 18.0% or NS42.85k. While
about N314.28k or 10.4% was incurred as the cost of hired labour
respectively. The variation in the total cost of production of
the both groupe of Tarmers, eventually lead to hiah incurrement
of total cost expenses i1n the area of study.

The HNet farm income (NFI) in this area (Wucicire) was

N1b,626.17k.

TAEBLE 5.8: A comparative fTarm income statement for borrowers and
non-borrowers 1n Dakace wvillage., 1992

Items(FC) E Borrowers E E Naon—Eor rowers
Farm Uutput { N K : % v N [ H %
Maize i 5,910 . = i 33.5 V4,448 L 87 b 3.2
Guineacorn ¢ 4,025 . - $ 22.7 ¢ 31285 — 1 23.4
Millet 1 35900 ; = ! 199 V2,800 - 12057
Yams ¢ 1,560 . S0 T 8.9 t 872 . S0 v 14,0
Beans $ 525 . = X [0 H 221 . 42 HI: B
Unions : 710, 20 | 4.0 H 187 . 21 ‘ 1.4
Rice H 466 . bbb | 2.6 H 200 = : 1.4
Tomatoes/ H H H H
pepper ' 266 . a6 v 1.5 ' 288 . &4 P 2.2
Sugarcane . 700 - T 3.9 H 217 . 21 vo1.7
TBFI i 17,664 . 32 100 13,360 . 85 1§ 100
______________ b e — e e Nt e —————
Source: Field ;urvey, 1992. I ) ‘
Evidence from table S.8 above. indicates that the Gross

farm i1ncome of the borrowers was significantly higher than the
non—borrowers.

It shows that both groups of farmers find 1t profitable to



aqrow Mairze, Guineacorn (Sorghum), Millet and Yams respectively.
The Gross farm income for borrowers was N17.664.3%2k. While the
non—-borrowers recorded the sum of N13,360. 55k as their Graoss
farm income.

Maize production recorded the highest vield of about NH,F10
or 33.5% for borrowers and 33.2%, with about N4,448.57k for the
non—borrowers respectively.

The reason for this high vields in Malze production among
the two agroups aof farmers was as a result ot the adoption of new
inputs and the use of new seeds which are responsive to fertilaiz-
ers, they have shorter maturing period and are able to produce aor
cultivate enough acreages to off-set the cost i1ncrease. bringing
about the i1ncrease in productivity of the farmers in the area.

Varieties of maize of daifferent maturity have been found to
influence the grain yield of associated Sorghum in different ways
(Anon, 1976).

The next is the qguineacorn (sorghum) which has the second
largest vield of about N4OZ5.00 or 22.7% for loans beneficiaries
and about 2X.4% or N3I125 for their non—-beneficiraries counterpart
in the aera. Millet attracted the sum of N3, 500 or 19.9% for the
barrawers and about 20.9% about N2Z,800 far the non—horrovers
respectively.

Yams cultivation recieved 8.9% about N1, 540,50k for borrow-—
ers. While the non-borrowerse got 14.% about N1,872.50k.

However the economic implication of the hiah vield of this
crops 15 that all the inputs and their procurrements and utiliza-
tion at the correct time 1i1s central to the success of this in-

crease in productivity of the crops.
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The least crop yields under the borrowers 1s Tomatoes, with
1.5%, rice 2.6%, sugarcane 3i.9% Beans 3.0% and Onions 4.0% re-
spectively among the borrowers in the area. The reasons for this
low yield 1s due to i1nadequate modern farm inputs, such as ferti-
lizers to go round the farms, and as a result, only few farmers
grow such crops among the borrowers in the area. The zame rea-
sons could be attraibuted to the low crop yield among the non—
borrowers, since new seeds without fertilizer would not achieve
full potential and would remain unproductive or under-utilized",
therefore bringing about low crop yields in the areas.

TABLE 5.9z Current farm expenditure/inputs cost (M) in
Dakace wvillage, 1992.

Cost of Labour E Horrowers ;

inputs (YC) i N k o+ % N [ %

____________________ | L VS ——
: ' ' '

Cost of hired labour; 391 . b6 | 13.0 . 382 . 14 | 14.7

nputed family lab. | 350 - i 1EaZ T 'BI8 28 § '20.1

Cost of inputs/fert.!| 698 . 33 {1 23.3 | 421 ., 42 | 16.5

Cost of seeds v 636 . &6 )V 21.3 ) 414 a8 t Y6,2

Repairs cost { 320 . - & 0T B 278 . 28 ) 10.8

Cost of farm implem.; 513 . 16 | 17.1 | 467 . 85 | 1B8.3

Transportation Cost | H2 = -t 27 . a2 i 14 | 3.2

____________________ I ot sy o st - i i | iy S it i i | i i s g e - o s | i i iy i i i i i i

Total Cost of praducE E E ;

tron (TC): . 2,996. 81 | 100 ! 25988 . 39 | 100

Net tarm income | N14,667. 51 ‘nio.802 . 16

Source: field survey., 1992.
Table 5.9 gives an overall description of the different cost
incurred for producing one hectare of arable crop farms across

the two groups of farmers in Dakace village.
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The cost of farm ainputs/fertilizers cshowed the highest
increase in cost of N&698.33k., about 25.3%4 out of the total cost
of N2,996.81%k for borrowers 1n the area.

Secondly, seeds 1= valued at N63I6.6EE6K or 21.3%4. UOne ot the
major implication for the high cost of seeds 1s that, the new
seeds have shorter maturing period. which makes 1t possible for
the cultivation of two crops or more i1n a year. Theretore, more
farmers go for the new seeds thereby bringing about increase in
cost, which eventually leads to increased outputs.

Farm implements attracted about 17.1% or NS13.16k for imple-
ments used by borrowers 1n arable crop production in the area.
The implecation for thais high increase 1n the cost of farm weple-
ments 15 that, because farmers view profitabilaity as the end
results, 1t becomes appropriately important that, for profit to
be obtained, farmers has to adopt the use of good farm 1mplements
or new technologies to bring about increase in crop yvields. Farm
labour attracted 13% or N391.5868k for hired labour. While family
labour recorded about NAS50.00 or 11.7%. The cost of repairs of
farm tools carried N3IZH5.00k about 10.9%. The least amount re-—
corded for borrowers i1n the area was NBZ or 2.7% respectively.

The Net farm 1ncome for borrowers was Ni4,.667.51k. On the
part of the non-borrowers, out of a total of N2G5H.39k incurred
as the average total cost of production, i1mputed family labour
cost attracted the highest rate of NS14.28k about 20.1%.

Farm i1mplements charges incur the cost of N467.85k or 18.3%.
Fertilizers cost NA2Z21.42k: beina 16.5% per hectare.

Seeds attracted the cost of NA414.28k accounting for 16.2%



for non—borrowers in the study area. About N3IBZ.14k or 14.9% was
incurred as the cost of hired labour. The least amount was
N276.28k with 10.8% recorded for repairs of farm implements.
While 3.2% or NB2.14k was incurred as transportation cost for the
non—bhorrowers respectively.

TABLE 5.10: A comparative average farm 1income statements

for borrowerse and non-borrowers i1n Dambo

Items DutputsiFC}) | Borrowers ; ; Non—HBorrowers ;

v N k | % | k %
__________________ R
Maize ; ao48 . o7 E 39.9 E 4833 F Vi ; 36.5
Guineacorn r §.800 . = i\ 28.6 | 3475 B - 1 26.2
Millet . 977 . - i 1%9.6 | 3100 . =~ I 2T.3
Yams i 458 = 42 | 2.3 | 423 . A S |
Rice 607 P 14 | 3.0 | 492 . 8% | 3.8
Heans i 857 * 14 | 4,3 | 375 . - . 2.8
Onions y 227 " 92 | r.d | 153 i =+ L2
Tomatoes i 232 4 g2 | 1.2 | 419 . ébi 3.1
et 120,209 . 96 i 100 | 13,272 . 34 | 100

e e e e T o T T o o

Source: Field survey, 1992.

Table 5.10 precsents the OGross farm income of the total
output produced in Dambo village, between the borrowers and non-—
borrowers i1n the area. Results from the finding above, shows
that, the GFI for borrowers 1s higher than the non-borrowers.
The table 1indicates that 1t 15 more profitable for the both
groups of farmers to invest their capital in the production of
Maize, Guineacorn (sorghum), Millet, Heans, Kice and Yams, which

gives high yields and increase in profit margin and productivity.
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This varies from as high as 39.9% about NBO48.57k Tor maize to as
low as 1.1% or N227.92k for Unions among the borrowers and non-—
borrowers respectiviy. Maize production among the non-borrowers
obtained an increase incrop yields and income of about NA4BAE.S57%k
aor about 26.5% as the highest rate of increase yields in the crop
production.

Guinearcorn (sorghum) 1= the =second highest vyield crop ain
the area. 0Out of a total of N20,209.926k, Gross farm income for
borrowers, Z8.6% about NLGBOO showed an increase in the crop yaield
for business. While about NI4/S5.00k or 26.2%4 was recorded as
increase 1n crop vaeld for the non-borrowers. ut of a total of
M1Z2,272.34k obtain as Gross farm wncome.

Similarly, Millet grown in the area showed an i1ncrease ain
crop vield of 19.8% for borrowers about NI, 977.85k 1increase 1in
crop production. The sum of NZILOO or 2Z5.3% was given as crop
vield among the non-borrowers who planted Millet in the area.

Heans production shows an increase af crop yvield and income
for borrowers as NBG7 .14k about 4.3%. While 2.8% or NI/5 was
realised by the non—-borrowers as increase in yields. Farmers who
grow rice among the borrowers obtained an income of MN&OT7.14k with
3.0% increase in the crop yield. Non—-borrowers had 3.8% or
N422 .85k .

Tomatoes/pepper production, had an income of NZIZ.92k with
about 1.2% for borrowers. While 3.1% or N419.35k was recorded by
non-borrowers as tomatoes/pepper vield in the area.

The economic explanation for the high yvield of this crops 1is

because of the preferece for crop mixture by producers. Farmers
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consistently indicate a desire to obtain increase in crop yields
and attract bhaigher income and as a result would prefer using
improved farm practices.

The study shows that farmere in the area do have a profit
motive in mind, although they may not actually =ell all the tarm
produce.

Agreeing with Yoh (1979:15) high yields and financial gains
are not mutually exclusive. They are closely related. These
aobservation tend to indicate that tarmers understand the economic
benefits to be derived from increasing their yields as well as
the food security arising from such & situation.

TAHBLE 5.11: Current farm expenditure/input cost (N) i1n Dambo
village, 19%2.

s, i S S i i Y P, S S S P i s S oy e et e s | i e e i i s s o e W

L} ] L} L
Cost of Labour inputs (V) ; Horrowers ; ; Non—Boorwers | ;
Y k 5 % ' ] K %
___________________________ W s o - e e I e e i 1 s i i e i e i s, || b s Wi
Cost of hired Labour E 894 . 42 EIb.?: 907 . 14 ;16.0:
Imputed Family labour cost | 478 . 7 [13.5) 621 . 42 1192.7;
Cost of input/fertilizers | 514 . 28 [14.%; 512 . 14 16.2,;
LCost of seeds HEEE - Y4 £ 7Y 118.9; 236 . 42 117.0}
Kepairs of farm tools P 466 . 71 113.27 316 . - 9.9 i
Cost of farm 1mplements V725 ., - L. o e S78 . 57 118.4:
Transportation cost 188 - AZ 2.5 % 88 71 12,8 |
____________________________ Y T
Total cost of FProduction TC, 2540, 11 100 ; 3160 G0 EICKPE
____________________________ [ P S S L i PRt T R e S L S R S] R —— |
MNet farm income : ; Nlb,bb?.ﬁé . MNiG,111.94 ' ;

Source: Field survey, 1992.

Table S.11 above indicates that farms under borrowers in-

curred a total cost of production of about N3I,540.11k UWhile for
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non—borrowers, the sum of NEI,14680.40k was incurred as the total
cost of production in Dambo village. Farms under borrowers spent
from as high as 20.5% about N/25. for farm implements to as low
as 2.594 or N88.42k on transportation cost 1o the area. SHeeds
attracted about N&70.71k with about 18.9%4 being the second larg-
est cost incurred for borrowers farms. The cost of hired labour
for borrowers was NI9&.42k, or 16.9% Fertilizers showed an
wncreased cost  of NS14.28k  zbout 14.5% among the borrowers.
While family labour attracted the sum of N478.57/k, with 13.5%
respectively. The Net farm rncome for borrowers in Dambo villaage
was about N16,6569.85k.,

b the part of the non-borrowers, out of a total cost ofi
NEL&O. 40k incurred as the average total cost of production,
imuputed tamily labour atracted the haoghest cost of 19.7% around
N621.42k . The least being transportation with N8d./1k or 2.49%4.
The net farm i1ncome (NF1) fTor non—-borrowers was NIO,111.94Fk re-—
spectively.

The rmplication for this ancrease in cost incurred among the
two groups 15 applicabie to the results obtain in the other
villages in the area. Fhe results here agreed with the hvpothe-
516 that users of creditbt have higher output perunit input, and
the users’' level of output are higher than non—credit users on
arable crop production in the area

Evidence from the table above 1ndicates that the averane
gross farm wncome (GF1) of the borrowers in Kakiyaye village was
signiaficantly higher than that of the n$non-borrowers. Hut a
producer € 1ncome position 1s best determined by his Net i1ncome

(NFI1).
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TABLE $.127: A comparative average farm income statement for
borrowers and Non-borrowers in Kakiyaye village, 1992.

B e — . e e e . e e N s s o e N e e e . . e e e s s e ey e e N ey e . e

H : ‘ ' '

Items (utputs (FC) y Borrowers | v Non—Horrowers | -
+ N k + % v N k | % H
-------------------- e e S ey S § ——
Beans i1 8,729 . SO ¢ 23.2 ! 3,330 . = i 8.8 |
Maize v 4,260 & - | 20.9 § 5,451 . 42 136.2 |
Yams A 708 L B0 ¢ 18.2 | 2475 . e b 7
Guineacorn 1 37033 . 33 § 150 ) 3,000 - AR 5
Millet V2,333 . 33 | 11.59 | 1,280 . 50 18.9 |
Sugar cane : 820 . 50 | 4.1 | ga0 . = - P07 S ¢
Unions : 784 . - 3.7 17, & 57 a2
Rice - 00 . - § 3.4 , 469 . 28 13:.2 |
———————————————————— T T e e e e e e e e
VNI, 027 |, 77 V1O0 .

: '

GF 1z v N20,552. 160 100

Source: Field survey, 1992.

The borrowers bross farm income was N2O, 332,16k and that of
the non—borrowers amounted to N1S,027.7/k.  This was as a result
aof differences i1n the average size of farms, resources used was
standardized interms of per hectare use for meaningful anlysis of
costs to be made possible. All the ftarm =size was taken to be
fined {(under fixed costs) af the Tarm enterprises.

There 1s a wide ditference in hectare production cost be-
tuween sampled farms in the area. Farm under borrowers, recorded
ase higher as 23.2% for beans production to as low as 5.4% for
rice cultivation in the area. bhile under non—borrowers farmns,
Maize production has the higherst rate of 346.2% to as low as 1.2%
for Onions production among the non-borrowers. Mailze cultivation
carried the second largest vaield of 20.9% ftor farms under borrow-

ers. Farm uwunder non-borrowers, guineacorn (sorghum) had  an
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increase in yields of 19.94 being second of one of the productive
crop 1n the area.

An economic explanation to thas resulte 15 that non-
borrowers farmers are wmore efficient an their input mix  than
their borrowers counterpartse, on Maize production.

Yams praduction gave a return of 14.2% for borrowers and
16.9% for non—-borrowers farms respectively.

Hice production among the borrowers farms, attracted the
least returns in vield with about 3.4%. While wunder the non-—
borrowers farms, 3.2% was recorded as the 1increase 1n  farm
vields.

TABLE S.13

Current farm expenditure/input cost (N) in Kakivaye
village, 199Z2.

e . o e e e e e e S e e e o i o ¥y e e ., e s e e Ve, e e .V .t ot . e e . . it . . e .V s . . .

L] 1] 1) L] L]
Cost of Labour i1nputs{VC| Borrowers | i Non—Harvoawers ) :
i N k ¢ Z N K § %
------------------------ § i e e ) i i e it e i} i et e
tLost of haired labour v Ang « 326 $19.6 7 308 ” Sa3 1x0.8
imputed family labour cost 358 . 33117.3 | &0g9 . XT3 21T
Cost of input/fertilizers 331 . &6 116.1 | S2% b6 11BL2Z
Cost of seeds V425 . b6 120,86 | 558 - A3 119.6
Repaire of farm tools V173 . 41 'B.3 Y 314, 33 111,11
Cost of farm 1mplements | 3146 . 33 [115.5 | 445 . &6 115.86 )
Transportation cast 1 85 . 8 ) 2.7 V 9% . 41 A.4
N p—— R | S S Sy S SR S ! S — '
L] L] L] L] L]
Total cost of production) NZO&G. OL | 100 | N2, 853, 05 , 100 |
________________________ W | o et i i St i it ) il it V; ki i S S i -t ar s i ¥ i B
0 L] L] L] 1]
Net farm 1ncome (NFET) INIB . 266.11 NLZ,174.72 :
H =
———————————————————————— e ey e i e o et il g e e e b s e e e
Source: Field Su svey, 1992,
The economic implication for this results 15 due to the

fact that rice production i the area 1s left to the hands of
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very few farmers between the two aroups of farmers. {borrowers
and non—borrowers) respectively.

Also rice production do not vaield immediate 1mpact, since
the impact may be felt after a long period of time, many tarmers
would rather prefer ogrowing crops like malze, guinecorn., millet
etc that have a shovrt gestation pericod.

Ihe above table shows the different types of 1nputs used by
the two groups of farmers i1n kKakiyaye village ot the LbGA. These
consist of varaiasble inputs, cost of labour both hired and fTamily
labour cost, cost of inputs such as fertilicers, etc.

0f the total cost of NZ2,066.0% involved 1n arowinag one
hectare on borrowers arable crop Tarms, hired labour 1nput ac-—
counts for 19.46% or N404.16k. While imputed family labour cost
attracted N3IGB.33k or 17.5%. Cost ot 1nputs e.qg. fertilizers,
carry 15.1% about MNI3E1.66k. Seeds was valued at 20.6%W under
barrwers tarms or N4Z4H.4648k. The sum of NI1&. 33K around 15,340 was
incured as the cost of farm 1mplements under borrowerse farms.
While the cost of repairs ot farm tools was H.3% about N1I/3.41k
Transportation carried Z2.7% or NS5.50k respectively.

The Net farm income under borrowers farm was N18,.2656.11Fk.

Farms under non—horrowers, the total cost of production was
MN2,853.05k. The cost incurred start with as high as 21.3% under
famrly labour, to as low as 3.4% being cost incurrent on trans—
portation of tarm produce from the farms to the Market. Farm
inputs e.qg. fertilizers accounts for 18.2% or NS21.66k. Seeds
attracts a charge of N558.33 about 19.86% farm 1mplements i1n-
curred a cost of NA4LS. 66K around 15.6%. Repairs of farm tools

amounted to about N314.3533k with 11.1%. While hired labour for
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farms under non—-borrowers attracted 10.8% or N3OS, 35k.

The resultse from table S.13% above gave an wnclear picture as
regards the inputbt used and the level of productivity between the
twogroups of farmers. The non—borrowers incurred a higher total
cost of production of N2,85%.08k as aqgainst N2,0&66.05k under
barrowers farms. The iLmplication of this results could be at-
tributed to the fact that, credit {(loans) aranted to borrowers
were 1nadequate. or they might have been daiverted to other uses
than farming business.

Furthermore, the non-borrowers sample contained a larae
numher of farmers Yhan the borrowers. It 15 likely therefore
that, the non—-borrowers are farmers with a sound financial fToun-
dation, for this reasons, the two groups of farmers began at
different level, use different level aof i1nputs and might bhe using
the same or different level of technology or farm implements.

This being the case will lead to non-borrowers incuring
higher total cost in their crop production in the area.

The Net farm income (MFI) for farms under non—borrowers was

N12,174,.72k.

Total cost of production are arrived at by adding together
the variable cost (VC) and fixed cost (FC). They are calculated
on per hecter basis also. #among farmers in kakiyaye village. the
total cost of production amounted Lo N2,0686.07%k for farms under
borrowers and NZ2,853.05k for farms under non-horrowers respec-—
tively.

While in Wucicire, N2,299.98k was realised as the total cost
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of production under borrowers farms and NAI,OZ5. 035 for farms
under non-borrowers. The implications here was that, non-
borrowers sample contained a larger number of farmers than the
borrowers. And by implication, has a number of fTarmers with sound
financial foundations, than their borrowers counterpart.

In Dakace, the =um of NZI,996.81k was recorded as the total
cost of productian for farm=s under borrowers and NZ2.558.39k was
involved &= the total cost of production for fTarms under non-
borrowers. The total cost of production 1n Dambo village was
N2, 540,11k for farms under borrowers.  While under non—borrowers
farms N3,160.40k was accounted for farms under this group.

5.5.59 TH_GROSS FAREM INCOME (G.F .1.):

The G.F.I. of the sampled farmers 1n the study area was
obtained by multiplvaing the total quantity of their outputs of
crops by unit price of the crops which prevailed waithain the study
period.

The G.F.1. between borrowers and non-borrowers was estimated
to value at NIS,027.77k for non—borrowers and MN20,332.16k for
borrowers in kKakiyaye. The G.F.Il. in MWucicire was MNIS.334.32k
for borrowers and M19,484% .70k for the non-borrowers respectively,
Dakace village., has the G.F.I. of N17,664.32k for borrowers and
N1LZ.3460.55k for non—borrowers.

Dambo wvillage has the GFI of N2O.209.%6k for borrowers.
bhile the sum of MNML3,272.34k was recorded as bGross income for the
non-borrowers in the area.

Kakiyaye, Dakace and Dambo resulte agreed with the hypothe-—
si= testing, thal borrowers level of output 1s expected to be

higher than Lheir non-borrowers counterpart. This was however .
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attributed to the use of better 1npute e.a fertilizers, seeds
etc. Which lead to increase in productivity of borrowers in the
areas, through the use of NACE credit on arable crop production.
9.5.6 NET FakM INCOME (NFI):

The NFI 1s calculated when the difference between the aross
farm 1ncome and the total cost of production per hectare 1s
taken. The NFI figure can show a negative or a positive siagn.
The negative or positive sian indicates a loss or profit in the
farm business, Under borrowers farms. the net farm income for
Fakiyaye, was NI18,.266.11k and under non-borrowers farms the sum
of Ni12,174.72k was realised.

The survey indicates that the NFI in MWucicire under borrow—
ers farm was N13,034.34Fk While non—borrowers farms attracted the
sum of N1&,626.17k. Similarly, Dakace has NI4.667.51k for farms
under borrowers as the Net farm income and N1O,802.14k for farms
under non—-borrowers. The Met farm i1ncome of Nib&,669.85k for
borrowers was recorded in Dambo and NIO,.111.94k was recorded
under non-borrowers farm respectively.

However, Wucicire non-borrowers net farm income was higher
than their borrowerse counterpart. Reasons for this results was
attributed to the fact that, credit granted to borrowers were not
only inadequate, but might have been diverted to other uses than
farming, the purpose by which the loans were agranted. Further—
more, non—borrowers sample contained a more number of Tarmers,

whom might be wealthy fTarmers in the area.
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CHAPTER V1.

) SUMMARY AND CONCLUSTONS.

6.1 SUMMARY OF THE FUND NG .

be w-raved the 1mpact of the MNACH credit on arable crop
production in Zaria local Government Area ot Kaduna State. ble
also traced the origin of wnstitutional small holder direct
credit delivery in Nigeria which dates back to the early 1981,

The finding emerging from this study suggest that there has
nat been an even distribution of loans among the various projects
or purposes. They indicate that more loans were given out for
same purposes than for others. For example, S8.4 percent of the
MNACE emall holder Direct loan scheme (SHDLS) for agriculture
between 1981-1991 went to arable crop production. This demon—
trates that efforts are still geafi towards tinancing small scale
farmers (who are mostly arable crop prnducﬂf’ ) as can he seen
from the greater focus on arable crop production.

Similarly., fturther faindings emerging from this stuady area
indicates that 21 .3% of the SHDLS of the NACH tor agricuolture
withing the study period went to marketing.

It 15 =uggested that this trend should be changed 11 bank
loans are to make any sianificant impact on Migerian agraiculture.
[t 15 suggested that loans be made available to individual small
scale farmers 1in the study area. Just as there should be a
balance between the loans recewved by arable crop productions,

there should also be a balance hetween the loans given for each
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aother purposes. All loan purposes should be considered as equal-
ly amportant an their contribution towards the arowth of agricul-—
ture an Nigeria.

A proper balance in laon distraibution, between outgrowres/on
lending, mixed farming, marketing, livestock, Agro—Allled and
arable crop production should be encouraged. They are unigue
parts of the HMNigerian agriculture and each has a special task
accomplish towards achaieving the tremendous growth required an
agricultural production.

A total of 15,992 clients 1n the state has so far benefited
from the NACH small holder Direct scheme between 1981-1991.

Out of this number, 2,194 small-scale farmers in Zaria LGA,
has =a far benefited from the small holder Direct loan scheme,
between 1988 to 1991, when the Kaduna branch office of the NACH
was opened. This number 1s however small out of 3.969 million
people 1n kaduna State. Eesaide the low number of loans involved,
there 1s a patronage by 'big’ farmers, in the state. There 15 no
sense guaranteering the 'big’ lovans since the recipients are
already big and credirt-worthy enough to be able to obtain such
loans dairectly {from the HMNACE throuagh the =mall holder Dairect
scheme.

The main purpose of the loan scheme 15 defeated when " bag’
farmers’ loans are guaranteed by 1t, where as, they are meant for
the small-scale fTarmers:

Further +faindings from the study also revealed that the
majority of borrowers 1n the study area obtained between N1 ,000

and NI1,500 as loans. While between MZ2,000 and N3I,500 was faily
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distributed amonag the borrowers as loans.

This amount 1s small indeed, consideraing the cost of farm
inputs, such as fertilizers and high rcost of labour in the area,
which 15 more than doubled in the past two years now. The main
features aof the land ownership in the study area was the exist-
ance af a family are communal land tenure system.

The +findings also shows that because of the system of
“purdaR” being practised by the Maustims 1n the study area, WMomen
are not employed i1n agricultural farms, #8d as such labour supply
by family members i1is only contributed by chaldren ftrom 15 vaers
and above and men who are relatives to the farmers: Therefaore,
more labour was hired for aaricultural production of arable crop
1in the study area.

It 1s often announced in the media that lending procedures
to small scale farmers and that they could borrow up ta NS, 000
without depositing anyform of collateral securaty. From the
findings, 1t was revealed that the average loan per-head during
the survey vear was not up to that amount (NS,000) and farmers
must have some form of colliateral security, such as land, before
such loans are agranted. Some of the small scale farmers also
fingd 1t difficult to Tind suitable farm land for aaricultural
cultivation.

It was discovered that, the cost of labour 15 wvery high
within the study area. For anstance, N25.00 1s paid as the cost
of haired labour per-manday hoor and MA5S.00 15 charged as the cost
of hired labour during the busiest months 1n the area. The
findings also indicates that the cost of inputs, such as ferti-—

lrzers was very high. For example, during the survey period,
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farmers’ ain the area bouaht fertalazers at NILDO to NZEO per bag
depending on the type of fertilizers,

A discriptive analysis to compare the relative efficiency of
inputs used by both borrowers and non-bhorrowers in the study area
has hesen used. A pre chart and histographby has been used to show
the loans by purposes and the distribution of such loans to the
farmwer=s between 1981 tao 1991. When the small holder Direct
schemewas introduced by the NACE limited.

A Tarm budget analytical tonls was also used in the study.

Findings also emergina trom the studyvshows that among the
two groupe of farmers, it 1s more profitable for them to produce
vam=, mairse, millet, guineacorn (Dawa), Rice and pepper which
leads to increase in productivity and profatability of farmers in
the four villages. of the sampled areas.

It was discovered from the findings too that..-maﬂulﬁ
important difference between how the scheme 1= run and how 1t
actually does run.

it ought to reach more small-scale farmers with i1ts loans
than 1t does at the moment. An amportant consaderation in meas-—
wraing the success of the scheme should be how widely distraibuted
the loan beneficiaries are and not how highly concentrated the
amount of loans 1s in the hands of a few "influential® farmere.

There 1s no doubt that the best agricultural loan scheme
will be the one that will be desiagned, planned and executed with
the intention of involving the majority af the small-scale farm—
ers. Hence, 1t 1s therefore suggested that an easier and quicker

way of securing loans from the NACE for agricultural purposes he
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worked out to enable the majyoraty of the small-scale farmerse to
benefit from the small holder Direct loan scheme. Ferhaps the
small-scalefarmers in the area need to be educated as to how to
secure loan from the bank.

There might aleo be the need to increase the NALE subvention
on agricultural finances, =so that the bank can also increase her
lendina more to small farmers, since 1t 18 believed that the bank
deliberately give few loans to reduce not only the administrative
tost, but also the risk of default.

There have been 1ncreasing demandfor credit i1n Migeria and
Faduna State in general. From the findings, 1t shows that the
demand for credit, especially on arable crop production i1s very
high-most of the farmers interviewed at the area, complained ot
the untimel inesSaf the dishursement of such loans to them at time
of nead. And where such loans are disbursed late, it may not be
usetul for that perirod for which they were gaiven.

It was also discovered that loans that are supposed to be
meant for the small scale farmers were being hyjacked by some
individuals who pose as farmers but do not actually use the loans
far their farm business. While the real farmers da not benefit
from such loans.

b.2 FOLICY IMPLICATIONS:

The study set out to indicate the impact and the role played
by borrowing on economic development of the small holder farmers.
The Gross farm income (bross output), net farm income, cost and
returns analysis were used as development i1ndices of arable crop
farmers 1n the area. Thus, to the extent that borrowing enhanced

the above, to that extent 1n arded economic or agricultural
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development.

The policy 1ssues that have emerged trom this study, the
most essentiral aspect of the study 1s the need to grps the finan-
cial behaviour of the small holder fTarmere of arable crop produc—
tion.

The =mall holder direct credit scheme was started 1n 1981
withh NMLOO,O00 allocated to each ot the 18 branch atfices fTar
lending to small holder ftarmers. This amount was 1increased in
1985 by oJE&rY90 percent.

For the 198% planting/Agraicultural season, the amount was
increased to NY0O,000,00 per state and N3I0O,000,00 for Abuwa.

In addition to the above, the mamber of beneficiraries has
reflected the degree of awareness generated by the scheme 1n the
State. The branch affices have of late been "invaded" by appli-
cants seeking loan forms, with the result that the branch otfices
are under pressure. This 1s a welcome development, the tempo of
which should be sustained.

Despite this steady growth of the scheme in the state, not
much can be achieved n the direction of more funds and increased
output of the farmers in 1solation. Creadit 1s recognised as
only one of the necessary 1ngredients foar enhanced agricultural
development in the srea. Therefore, improvement i1n credit facil-—
rtti1es without improvements 1n other areas such as research,
Agraic. produce marketing, education of the farmers, pricing
policy, nfrastructures, technological changes 1n agriculture,
mechanisation, land reforms, storage, acticulated planting, etc

will certainly not achieve the desired results.

50
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For credit to be effective other sectors of the economy must
copperate in providing the relevant services to support the small
holder scheme. This will lead to accelerated integrated rural
development.

Farmere who have borrowed money, generally spend more money
tfor their tamilies on those things that determine higher welfare.
Although casuality couwld be in either direction, results from
other studies suggest that 1t 1s most likely credit use that made
i1t possible for borrowers to enjoy higher welfare.

It has been demonstrated that the loans provided by tradi—
tional lending agencies are not larae encuagh to finance medium
and lona-term capitals of all lending agencies in the study area,
only the MACE limited, provide=s suffircrent locans for agriculfprgl
investiment 1n lona-term assets, the small holder farmers’, yet
capital requirement 15 & cratical need for agricultural develop-
ment.

The use of credit has led to increase in productivity and
profitability of farmers of arable crop-production than the non-—
borrowers.

In conclusion, there have been greater influence through
credit, such that, 1f provided would make 1t possible for farmers
to increase capital intensity in production. Hence, lenders need
to adopt their process so as to accommodate extension of medium
and longa-term loans to small holder farmers, who may not have the
callecteral where necessary to back =such loans.

6.3 RECOMMEMDATION OF POLICY RELEVANCE :

Nigerian Agriculture 15 1n a transitional phase. Transaition

from the subsistence level Lo a commerciral stage. After a care-
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ful study of the 2mpact of the NACH credait on Arable crop produc—
tion: With particular reference to the SHDS in Zaria.

in order to i1mprove on the present situation, a number of
measures have to be undertaken. From the findings, we make the
tollowing recommendations:

e therefore recommend that more attention shouwld be paid to
small holder farmers, who actually produce food for the teaming
population of the local governmet Area. the state and MNigeria in
general . The i1ssue of collateral securities should be reviewed
to enable poor farmers in villages around the study area aget
access to these loans, more so, we recommend that the NACE mini-
mum loan of NS,000.00 to small scale fargllers without collateral
securities be i1ncreased to at least N10O,000 to N15,000_.00 i1nview
of the prevailing high cost of farm inputs 1n the country.

We also recommed that a strategic cooperative scheme of the
small holder farmers in the rural areas be establaished. The
strategy for i1mplementing the scheme should be based on the model
aof the existing small holder scheme. tThe establishment of pri-—-
mary cooperative, whose membership by law 1s authorised by ten
members, with a special loan of a minamum of N1O,000 ta N1S,000
per member be established for primary cooperatives based on the
terms and conditions of the present small holder direct scheme.

We can highlight some of the advantages assocrated with
aranting credit throuah cooperatives, among which are the rela-
tive low cost of credit administration, the ease of reaching
several small fTarmers and the ease of loan recovery using the

cooperative M B.C-l\ft-ﬂ@!“j s

103



Cooperatives, the world over when properly operated have
been known to be a reliable means of reaching several small
holder farmers with ease. The problems of cooperatives will
further be solved by the pursuit of the establishement of the
State Agricultural and cooperative Ranks (SACH). The MACHE will
then be an apex organisation owning majority shares with farmer
organisations, while State Government will own malority shares,
The bank will operate on lending institutions for channelling
NACB and other bank loans to farmerse and cooperative organisa-—
tions.,

The sucess of this effort as 1t affecte the cooperatives
will also be predicted on the elimination or reduction of the
existing problems associated with the cooperative societies,

Essentially therefore, for lenders to want to lend to small
scale farmers, the lenders will have to be convined that the
current spate of poor financial management, personality problems,
leadershap problems and lack of commitment on the part of members
to their activities have been eliminated.

It is further suggested that the activities of credit insti-
tutians be decentralized, =ince i1n the past centralization ot the
activities of sililar institutions has been one of the factors
responsible for their fairlure. The bank should give priority to
the development of districtse and villaage level branches. Hy so
doing., the banks make themselves accessible to small scale farin-
ers that cannot reach the state capitals or towns where the bank
has 1ts branch offices from their remote villages.

Loan applicants should be identified as cerious farmers who

possess the capacity for credit utilization and repayment. The
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farmer should have adequate and leagally enforceabhle collateral
when the need arises to =ecure the loan thus making 1t possible
to convert the property to cash 1n case of default.

Statt of NMACR and other credit inetaitutions should be hon-
est/abjective 1n their inspection of farmers projects so as to
identity genuine farmers who have adequate and undisputed land
for farming. Adequite study of the project should be made to
determine the volume of financial assistance that could conven—
1ently and successfully be applied to the project as aover funding
or under funding will make for poor management/aimplementation of
the project thus leading to project failure.

bihere the projects fail as a result of unavoidable disas-—
ters., they should be re-apprailsed and extra fundse injected to
enhance performance and bail the farmers’™ out of their predica-—
ment.

Disbursement should be timely/regularand by instalments to
ensure faithful utilization of funds. Loan staff should regular-
ly monirtor the utilirzation of tunds so as to check diversaion.
Inspect the project regularly to office expert/technical advice.
By loan staff regular inspection and visits, the awareness is
created i1n the farmer that the funds being utilised are borrowed
and as such stand to be repaid back.

The MACH management, should put 1n place a sound recaovery

sysetem by providing:

(1) Adequate transport facalaties for the recovery staff
(11} He ahle to pay allowances to sfatf pramptly to boost thear
moral.



t111) Enlist the assistance of wvillage heads, farmers’ Unions
and cooperative societies in the recovery effort. Market chan-—
nels should be explored for farmers to enable them dispose of
their products profitably. Frofitability is the ultimate goal of
any ventures, faor 1f there are no profits, the business cannot
pay off 1ts loans and other costs/charges.

The above strategies 1f faithfully adopted by the MNACE and
lending Agencies, will make for low default rate thus givina rase
to high recovery rate.

The analysis ofters sufficient evidence to conclude that
NACH credit on arable crop production of the small holder scheme,
on agricultural credit can contribute to greater credit access
for s=mall holder farmers by basing credit decisions mare on
profitabrlity and productivaity of the i1nvestments than on collat-
erals.

The findings from the study reveal that the farmers®' ability
to borrow a sufficient amount 1s of ten frustrated by lack of
credit worthyness. This 1= vivadly demostrated by large unmet
demand for credit.

However, small as the loans are, they could still
have some impact 1t properly utilized Ffor an 1lled economy.
Evidence fTrom thais study has proved that credit provides access

been

to inputs which otherwise would naot havefavailable without 1t
ccheme
The MNACE =mzall holder Dlrect,'has not made the necessary
impact on the arable crop production; due to the following rea-
sons: Eirther,

(1) The loane are too small., or

3% &) They are being diverted to other off-farm activities.
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Agricuitural oredit schesme ae open o 2ll categories of
farmers, they might have been hyjlacksd by the rich farmers, many
of wham are contractoars, and power—-brokers. Shocking revelations
mavy he uncoveresd when a sore comprehensive study on Arable orop
praduction aof the smail holder Direct Agriculiuwral Credit Scheme
is undertaken. It is obvaiols that farm production may not have
increased signitficantly, 1f agricultural credit 15 not utilized
for farm woerk. The off-fare acbivities wouwld have benefirted more
than anything else. Tt s therefore being suggested that, these
shouldn' t be bias in small farmers credit delivery, so that the
noble objective of the credit scheme could be achieved. Thie
small holder Direct Credit scheme must come as an opportunity to
seprve the rural people mere gspitially and make a positive impact
orn the lives of these rural people (dwellers).

From the results of the hypothesis testing, a very incon-
sistont rezalits was obbtained. For example, o o‘» the. Sam?‘uf dTCq‘
borrowers Could be USING more

a dnputs thannon-borrowers and still an the same area, 2t was found
that the productivity of non-borrowers was higher than borrowers,
such inconsistent and comtradictory results indicates the diffi~-
calty involved an trying o lsolate the impact of MNACE credit of
the samil holder schemg on arable crop production from that of
the other inputs used in the sane production process.

They also highlight the diffifulty of getting accurate data
neetded to anslivee such situstion on the Tarm so that a more
reliable results could be obtairned.

We have suggested the introduction of cooperative sociebties

iy bl rural areas where supervision by the beanks will be easier,



and less expensive, so that more small scale farmers will be able
to benefit from the scheme. Farmers cooperative ordanisation
should encouraged in areas where such exist, =since they can
guarantee repayment, when members defult pavment. ke believe
that 1f this 1s followed, 1t will be easier, and less expensive
faor the small-=cale farmers to be able to benefit from the small
haolder Direct loan scheme of the NACB, Limited.

Nigeria has a challenging future of being able to feed 1ts
teaming population and to achieve this, we advise that all hands
must be on decks. This means that the Government must laive upto
1ts promises of allocating enough fund to the agricultural sec—
tor, especially the small scale farmers who constitute 90 percent
of food production in the country.

Thie will make 1t possible for banke to grant more loans to
farmers. So that the dreams and aspirations of every MNigerian
for a brighter tomorrow with plenty to eat will be achieved,

b.4 DATA LIMITATION:

It was a difficult task to collect data from farmers who are
mainly 1lliterates and do not understand English language proper—
ly and do not keep records of their farm activities.

Farmers were wvisited during the survey, saome respondents
were not easy to faind with the time-lag in between the visits,
Therefore, a number of respondents was dropped out of the sample,
especially within Zaria city being the headquaters of the Local
Government fArea of the study area.

The analysis of the data on the i1mpact of credit on certain
crops production was a problem. Ezample, loans for plantations,

yams, cocoayams, rice etc, do not yireld immediate impact. As a
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cost and returns per—-hectare, i1dentifying the variations in the
costs and returns for diftferent sizes of farms for arable crop
production. The farm budaet i1ndicates that both categories of
farmers (borrowers and non—borrowers) are making profit in grow-
1ng arable crop in Zaria Local Government area of Kaduna State.

The small farmers of arable crop production with access to
institutional credit have higher output per unit input. And
there have been increase in productivity and profatabalaty of
farmers that use credit on arable crop production than non-users
counterparts.

It was discovered that out af E] total amoun t of
N/7545,874,944.74 million that was disbursed to agriculture for
various purposes, between 1981-1991, S8.4 percent or N441.8m went
to arable crop production, being the largest share of the loans.

The findings that emerged from this study andicate that
there has not been an even distribution of loans among the var-
i1ous projects. They indicate that more loans were aiven out for
some purposes than for others.

A total of 15,992 clients in the state has so far benefited
from the NACE small holder Direct scheme between 1981-1991,

Out of this number, 2,194 small scale farmers in Zaria LGA,
has so far benefited from the SHDLS, between 19288 to 1991, when
the Kaduna branch office of the bank was opened. The branch
office was opened to cater for small-scale farmers in all the
local government areas of the state.

The number out of 3.9689 million people, is however small in
Kaduna State.

From the survey carried out in the four csampled villages in



the Zaria LGA, out of a total sampled size of 179 respondent. a
total of 71 small holder farmere in the new LGA, benefited from
the SHDLS. While 108 were non—beneficiraries of the small holder
Direct loan scheme in the area. From this figures, an rmportant
conclusian that could be drawn trom this study 1 that, the small
halder arable crop farmers in Zaria LGA do actually need credat
assistance.
crof
The assessment of the impact of NACH credit on arahle,pro—
duction in Zaria i1s believed to be worth—while for the benefit of

farmers, credit institutions, policy makers and covers an impor-—

tant gap in credit impact literature.



B1RL [ORAPHY .

AJRRATYE,, M.fi. 119900 The role of NACE o Aaricaltbucal develoon

went (heino a paper presented at the
Flabtronal Conference hpld at the (ASCOKY

Bagagr ¢ | 2acs—Hineraa, 14-16 fhAugust),

Aloma,S5.A. 1EF720: YTl baw an Nigeria®” anto/sElias: The law

Evans brathers [ tdy Laaos,

Aaku, P.S, (1981 ): "Froblem an the Implementatyion ot the anraoul

tural Credit Guarantes Scheme Fond.

f Case study of selectes credit Institutaons

10 Kaduna Staite of Niageria.

tipueblished M.sec. Thesas, Dept. of Agri
Foonamics and Rural Socialoqy . Ak, aBtl,
Lariea,

Akt F.5. (199t )y vn Evaluation of the Impact of Instrtutional

Efficiency in kKaduna Staie.

Unpubltished Fhob. Thesis, Dept of Aoric.
Feons and Fucral Saciology, Faculty of
ARgriculbure, ARG, faria (Marchl.

Akubuilo, C.3.0C. (1976) Agricultural Foonmmics and Farm

FMananement 1+ Tropacal Aaricul bural Hand Books b

Mecmallan Pubilasher, London and HBasinastobe.









Fitua, 0.7, (17572 The ver formance of public Aoricul turat

Cradit Institutions: & cese cstudy of NalH Ltd (1975

A e e e N e .. B Sl

1
—
=

285 ), Unpublished M.5c., Thesis, vept. of Geog-

raphy, nbil, faria. FhG. &8 - 70

-4

Etuk, E.G. (199312 Micro Economic Effects of Technulpgical chanae

on small Holder faracuiture an Northern Mioerias @
Trear proaramming analysis. Fhile. Thesys, Unpwversy

ty Microfilm's International u.65.8.

Edame, E.G. (19871 " The role of Ekajuk Community an the Deveion

menl i Ekajuk Comminiity Secondey Schondl (ECS5)

(1575 = 19A5). Unpublirshed PGDE. Thesis,

In=tatule of Fducalapn. ABll, {aria (September).

Ekuma, R.Aa. (1991): Strateaies ior loan Recovery. A paper

presented at Lhe Mational Conference on faaricnl tural
Finance an Cross Hiver State. C.R.5S paricounl tural
loans Board MANE,. talabar. (&th, September).

Famoriyo, S. and Nwagbo, BE. (1983): Problems of Agricul ture and

Aaricultural Finance in Migeria, Conference paper,
Fort-Harcourt, PG I - 18,

F.ab, (19750 Credrit for Aogriculture in Devplunan'wnrldh FReport

on the World Conference on credit for Farmers  in
Developing Countries. 1i.N.0, Fome

Fisher, N.M. (1984): Fertilizer uses on mized crops in_ dNorthern

_u igeria. A Semitar paper presentaed at the deplb of

Aaranomy . TAR. ABU. Zarie. Migevaizx P? 19, June 27,



Fisher, M.M. (19821: Imoruved Technologies for croo Piistuares

with millet

—_—

and Soratwm. A paper presented At toe

NAFFF (National Accelerated Feopd Froduction Frogragme)
workshop, AHU, Zaria. Niuerta, . 12, Bpral S0,

Ghovwse., G. (1980)V: Financial Institubticons and Adriculiural

Finance in fndia. P. 7o,
Gachara, D.b., (1980v: fAartcultural Credit in benra, Central Bank

ol Kenya, Neiroab . renva Fo o6,

PIERAMT . Do (19875 ¢ The fapact of credit amoang small scale

farmers in Undo State of NMigeria, Wor ld bank kesodenoes
Mis=i1on. Lagos - Nigeria,

ldachaba. F.S, (1984): Friorities for Miaerian fdariculture an Ehe

Sth National Development Flan (1786 - 19903 MNiser,

i ha"‘ﬂn L] P - ‘ 2 -

Tohen, .S, (198200 "Foowlation gromih, tand tenuve and {ood

production” an rubviors (edi) Fopulabion and

Ueveliopment in Niaeria, Mhiser, ibadaty.
Fumopayi, O.A. and Adeyaniu, 5.0. (1987): _Socio—Economic

characterisile of small farpers: A case sbudy of  kwara

—

State, Unaversity ot IThadan — Nigeria.

Lewis, W.oA (19540 : "Eanomic Development with Unjamited supplies

of Labour”. Tie Manchester School, U.EK. Z2(2y 1I29-71,

Levistisky, dacob (I%8s): "Fanancing of smatl and med)um

enterpraises" UNIDU,

Ffiobayo, W.1. (1%02): dmpact of public Gurac. eredil  proor afies o

Lhe farm income of small Tarmer=: A rase soudy of Uyl Lea




of kwara state. An Uinpublisned M.S5c. Thesie, Bept . of
fagrrc BEcons and Koral socrodoonv, FAR, abUL faria.

Miller, L.F. (1977 s pagricaltural credit and Finance in girica

Rockeriellsr foundalron. New fark P9 /0.,

Mtiansfoh. F.b. (19870 “"Dhastartacon an produaction an the Niogsraian

Economy: en analvbical Framework” 1n Uistortions an

the Maerian  Economy .. paerian Economic  society

Anntal Conterence, Calabar, (May 12 - 1&).,

Meier. B.M. (1974)s Y"Leasadinn 1ssutes an Economic Development®

(2ned Eda.)
O=zford Universily precs, New York F. @292 - Z41,

NACB DIGEST (1991 s o Journal of MACE Lbtd. Yol., 5 (4.,

Anral Fo 47 -« A4Y%0 NACH LT, Fainibeg.

Nak-ZlbeER, E. W, (19841 The Economic of Developing Couniries,

Wodsworth Publishing Lampany bBetmonth, USA.

Murkse, R. FLF050: Froblems of Capirtal formation in  under

developed Countraes. (xford University preass

Mew York Fo LLL -

Morman, D.W. (19770 "Fn bconomic Suarvey of three vallanges an

Zarita province, - anpul -~ putput stuady Yol. 1 "Samaru

Micscel laneans paper /. Iak, Zavia.

Mrankwo, G.l. U981 Fart reviow of the 4th National beveiopment

Flan (1951 - #5) Federal Manastry of Economic Flannona,

Lagos F, 74

Nuwoko, S. b. (1981): _"An Institutional apnraisal of Migeria e

ALGS" fAagricul tural Adminastrataon Foo 12,

Ulaiokun, F.A. eptal (19/%1:_fhe structure of ihe figerian b oong




my. The Macmillian press, Litd, | agos.

Dounfowora, O, etal (1973): Capital and credic io Moasrian #ard

culivre, tigerian Koval Develcoment study paper Mo, &.
niversity or Ibhadan, Nigeria.

Uguawa, S.MN. (19759 ):_Small darmers credit with particulay rater

enciE to Mrasrra. tUnpublashed M.Sc. Thesi=s, Unrver-
sttty of Readanua, UK.

Uehier e, Hoa. (L7870 ikconomic oi _loan advances and loan_retrival

1N & depressd economy s fArase ctudy of MNMaikl | obd.

rpublished HBH.Sce Thesis, Dept, of FEcons and statais—
ties, Univers)ty of Benin, Benin-UCity Migevria P9, 1973 -
124,

Qlayide, S.0. 19201z "Characteristics, proablems and sionyficance

of tarmer’ an Migerian small farmers" CARD, [badan.

Obch, Dof. (1581): Frohlems of laan repaveent uander the aoricul

tural credit. A Jouwrnal af NACE Ltd Yol. 504) Aprai.

ldejide, A.F. (1987): "  The NMatuwre., cavses and conseqguences pof

Distortions 10 producbron  acd disirsbuobtion  on  the

Nigerian bEconomy: Sowe policy prescriptinns” n Disfor

tron  an the Miasrian Economy o the paerian BEconomuc

socriety Annuval conterence, Calabar (May 12— 140

Onuk . A (1989 "An appratsal of the peclormance of toe NalB o an

Tinancing cooueration propects (IRRG-1SH7V" TIF sub

miritted bo BEFS Dept. ASLON.

Okuirantem: , J.5. (I¥511:z "ihe aardculfural sectar asnd the intla

tropary pressure  an bMigerya; (1950 =  19HY)Y




thpublished M.S5c thesis, bept. 01 Economics, GHIL Jaria.
(e tober ) ckrabo, dn and Greenland,
Okiabo, HM and D (19761 Mudbaple crappang an frops

cal Africa. In matthiaz. L etal (e&dsd Multiole

cronping HY O3 - 10l american Society of daaranoaes

Madison, Wisconsin, .5 68,

oule, D,a.5. (1986 _Aoricultaral Developmert and the role of

Financral Institations. paper presented at the Sth,

Mat vwmnal seminar on Fypance, organlzed by the tipe ey~
sure services and the Migerran aral Bank 1td, at  Abeo-

kuta.

Suntogun, A (1973): "agracultuwral credit stratenles Tor bMigerian

Farmers!" A.l.E. Spring review of small farmers credart
in Atrrca. Vol. Y (194 Fehruarv.,

Sada, P, (1987): _Distortions in_an o1l -~ economy: Nigerran's

grperiance i Aoricultural production and distrabution

services" an bistortion _in_the Nigerian Economy

The Nigerian Foonomie encrety @gnnies |

confernce, Calabar . iMay 12 = 181,

Snodgrass, MM, and Mallace, L.T. (1980): Agricultural Economics
and arowrh thrd BEdy Peredath corporation Mew York .,

Sany Mohammed Chobe (1987): Froductavaty of marze/earabum ar sz ture

as il airfected by croo production. stand Arrange

ment and marze variety. HM.SC. Thesis, bDept., of Agron

omy , Faculty of Agricualture, Wi, Zaria (December B7)

YVoh. J. F. 0197%: _dn_exploratory study of factore f#Associated

wilh adoptyion of Recommended farm practices among Giwa

L1y



farmers. Samaru Miscel laneous naper 75, 1Ak, AR,

faria.

Wharton, C.F.R. (194671 "Aarycultural bevelopment and

Economic Growth. tdited by Soutbworth, H. and lobhaston,

H. Uornell Unayvereity press. lthaca, Mow York .,



TAELE 3,1: APPEMDIX A:LOANS DISBURSED BY NACB, THROUGH THE ShaLl HOLDER DIRECT SCHEME, BY PURFOSE, 19B1-19%1.

--5--,--!-I-I-i------- e ———e c—— e —mm———— e Y e mmmm——m m——— e -

YEARS BU3 GROWERS / : ARABLE d LIVESTOCK b AGRO-ALLIED / MARKETING MIXED : GRAND TOTAL "
I ON-LERDING B CROF W J _. FARMING : "

|||||| P o e ——— e e .I-.|III.|I|IIJII}]IJIIIIIwlllli\llllllllllfll!l Il;ulll:.rllll;.llll.l".lllr.l\i.illll.lllllllll -rIIIII|1IIJIIIIIII|.II_".IIIFIIIIIIIIIIIIII|I|I.I"
bND. OF [ AMOUNTS 'NG. OF b ANDUNTS M. OF AMOUMNYS  ['nD. OFF  AMDUNTS  [WD. oF ATICUNTS  ENO. OFf  AMOUNTS IND. OF ARDUNTS ;
PLOANS [ (ML 0003 'LDANS (4,000} " LOANS | (N,000) [ LOaNSE  (N.000) | LDANE | (N,00D) LOANS  [N,005) DLDANS b (N.0O00) ‘

1°81 ta 259,438,169 [18,408 }15,345,474 L1389 BT, 17 - b . __kes  loe.es8 }- - __ . 8816 pas,907,%s8 ]

1982 ko7 68,177 11,780 I23B,752,402 k- : - (- - - - - - b2.250  [2368.830,779

1783 f- - 11,407 F03,354,000 - b - - - - - - - 11,407 ﬂmm.umm.ooo

1985 - - 139 &, 597,857 - - - - - - 213 p27,483 17y 9,625,540

1985 p1 [194.,410 i 7 130,268.182.72 Faa P 29, 458 - - 49 109,167,748 |- - 145 239,661,998.72

1786 f- - 1 020 £7.784,574 - - - - - - - - 220 22,284,574

1987 |- - L84 1,494,950 &3 1,269,450 ' - - £33 128,035,078 152 i8.782,281.54 fi7s 185,581 ,477.54

1983 fp1,49% F3.5353,500 Fod 12,850 19 P 68,550 F- - - - - - 1,544 $34,333,00

1989 - - 1135 810,500 . B& . Pe0I. 508 - R - - - - 221 1,814,368

1990 |- - a7 145,500 331 F092,473,28.45 b7 27.80417.79 - - - 385 31,677 ,044.49

1957 |- - 32 43,809 1 ba, 050 i 33,300 = - - - 44 10,135,5

TOTAL }2.478  {270.562.56 11,731 1441,8580,148.72 fata 2i,598,959.4% |18 I.1B1L7.75 150 737,231502 §9e% 14,B07,764.54 1i5,992 |736,074,544,74

SOURCE: (1), NACE ANNGAL REPDRTS, 1985, i2), WACB LDANS DIVISIOM. (3), NACB BRANCH GFFILE, 1752, KADUMA
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fthy MaAatH Branch Office (Location)y @

(o} ;tf‘}‘ ot her 'p"EaEE q—PF..!-J't',’l SR R R T R R R R I O R N R

I R R I I I . A T R R

Al If no credit officer vaisited vou. do vou think vou nieerd one

to advise vou on how to ascs the foan

fa) Yeas [/ f fhs BN / /

——— ————

32, 1T you have esver received advisea from & credit afrace, what
ve the nature of the advaise on the use of credart/ioan 2
s E A AN AN PR P AN e i d s s A e F R Al e ERRF R R S AR e
N e LR R L TR O R R

I I I I R I e I I T

A5, Did vou follow this recomsmendation during the last farming

smasons !

ta) Yeos  / s fhd Mo / /

']

54, (1 vyes, were the instructions easy to follow

(e} Yes / / it P / /

.

LT yets: please auplaifit:es s waia ey s aatesds s Ralseial 3 ¢ 5des
L L L I O B B O A L I N O B L R O D B BRI R R I O R R T R I R

I T I I I T R

L
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noy please exXplain Mhy e ssnessie s sedodas s aes ey
& & & 98 8 % as s Edmas PR RS ERPAR AT AP RS e s d e e aae

B R O O L R R I A R R R I N R I R R A N B T T R T T S Y

27. Have any of these instruciirons helped you 7oL, eieenns

1A



tal Yes /7 ¢ th / /

ig. How did vou aget lanad of caltivation at the ceop 2
{1y Family land /L4 N, ot hectare R 4
t1vy Rented land ¢ 7/ Mo. of hectare /7
fr13)  Furchased /S tio. of hectare _  /
tiv) Leasedhold / ‘ Mo,  of hectare

S9. 01 rented or leased, how soach per hectare per vear 7
ARDNLE Nisccacavmness s vevwsue nun

A, Li purchased, how much per bectare 7
PN LR o aise = slmeaias & & (/ae @@ a s &b

41. D the crops grown. how much tand 1= deveted to each crop @

— e i . i s T g . . 5 g e e o, P e . ] B 5 o T S B e, T i . o . i A . B S A T o . . . St

fvpes of crop v No. of hectare uncer | Tobtal Number of
Pomultavataion Dohectare ownerd

— s . . i e T g o i e Sy e S e Y A g o, S s . W A o e T . T, Ve, S . e Sy, e ] o e e e, e

e .y [ s A . e o P S S W S ] S S W, S o S B A S S, W o . o S S e A W S, . b il sy

4. litle Desds:

i= the land regirstered /7 /o or anreqistered  / #

4.5 IT reaistered. how much 152 the amount 7 Mo .. ce e ereenan



44. What type of labour used 1o crop production

tr) Famalv labour !/ ;
tr1) Hared labour /- ;
(1131} Hoth Tamily amd hiired / /

45, How lonag is the normal work day for each group family
memhers
Children' e howtr 2. 0 v v o v o i aom
Female ROUrz.ssssasnosnesnisresn

MAYPE L5 5 & saasds § 5 yeddw's 5 FalTa s & i

46, Do vou hire any labour yes 7 No. /. 7
47, Complete the table below, where ltabour 15 hired.
fype of | Na. of | Hour | Ne. aof | Maage | leaputed | Total wage
Uperat- | workers! of ! Davs i Rate ' value of)] value (p)
10 ¢ per vowork L o daken D per | feedinn |
v oday VoDer I Tto v Day H t N :
:  day L o work : ; ;
L ' L] ] 1] L]
[l ] L] ] i
Land : : { H : H
clearing | : 1 : : i
' 1 i ' ; /
Hidnaing ; ‘ : ‘ ' :
planting | ' d ' ' :
Weecrnn ‘ ‘ : : H H
Ferti- H H : . H .
tizing . 1 : ' r H
Sprayang | + H H p H
Harves— ' H H ‘ H H
tinag 4 - : H : :
Thresh— : H ! ¢ ! 2
1q : : : : H :
Market- . 3 4 : $ ’
10 : \ ' : ' g
thers : ' ' H ' '
(specrtyh | 3 : H H ;

[ T o T . T Tt T o S o . o S s o, S B . B e . By o S, B S . s e b, e e e e . S S . .



{1} Family labowr used:

i
! Total

Type of Bo. of | Howrs of | %o of | Hours Ho. Hours Total
operation »en ¥ork pet WORER vorked | of vork per | hes of Inputed
day per Children | day ¥ork value in (M)
day

land ¢learing
Ridging
Planting
Feeding
Fertilizing
Spreying
farvesting
Harketing

Others
{Specify}




(a) Indicate the wuality of hired labour in year for the faem operation (in
months).

TYPE OF IJANIFEB:HAR:AI'R:HAY:JUH:JUL:AUG:SEPI'EOCI‘:HOV:BECE
OPERATTON \ ' : I : : ' ' ' ' i

T N A S SN RS SN SN NN SR SN
CLEARING : i ¢ ! i b4 nh o h

' 1 ! ' ' ' ' ' i 1 ' '
RIDGING ¢ ¢ 0 f 4 b bbb
PLANTING ¢ ¢ % 4 4 v & % r ¥ a0
o S T A S T
ooi1h SRR S R S A S S S S T
i S R T B T S T R S B
SPRAYING § i+ L 1 b 7 b
vy SR S S S T R S R S S
G O A A D T D R R

-

THRESHIRG | H ' ' \ i 5 H ' ! )
MARKETING | ' ' : : : H H H ' ' ;

..
-
-
=
-
-
e
=
.
-
1
=

-
-
-

OTHERS ' ' ' ' ' H ' '
(SPRCIFY | ' ' ' : | | H : . Y



(43) Indicate the woality of family labour in year for the farm operation (in

months ).

SEPT | OCT | NOV ! DEC:

JUN | JUL | AUG |

APR | MAY

I
}

HAR

FEB |

I

I
]
r

{JAN

TYPE GF
OPERATION

e

e A

llllllll

M ————

RIDGING

LAND
CLEARTNG

i
1

WEELIRG

-

-

1
]
k4
1

FERTILI-
ZING

SPRAYING

-

-

- -

-

-

1
b

THREZHING

1
13

MARKETING

f
!

(SPECIFY




4. What probleas have you faced with the use of loams ?

..................................................

£5. What help will you like fron ihe povernment or the credit

institution comcerning the uae of Agricultural loans ?

.........................................................
.........................................................
.........................................................

.........................................................

.........................................................

.......................................................



