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ABSTRACT

The contribution of the agricultural sector to the
N geria's macro-econony has been declining in recent
years. This is buttressed by the fact that the denmand
for food and raw naterial s have not kept pace with their
ever increasing demand in the country.

In view of the indespensibility of agriculture to
the growt h and devel opnent of any nation state, successive
governnent in N geria have enpl oyed policies and
programmes ained at ensuring that agriculture is given
the priority it deserves.

The establishnent of the N gerian Agricultural and
cooperative Bank (NACB) Limted, in 1973 and the
Agricultural CGedit Quarantee Schene Fund (ACGS F.)
by the governnent in 1977 are the nost recent efforts
by the governnent to deliver agricultural credit to the
I nnunerable farmng popul ation in N geria, The Bank
operates both direct and on-lending credit progranmmes.
Among the direct lending programmes is the Direct
I nvest nent Loan Schene (D.l1.L.S.) which caters for medi um
and large scale farnmers involved in all the major

agricul tural productions.

The inpact of the Drect |nvestnent Loan Schene
operated by NACB was evaluated within Katsina state to

ascertain its' inpact on the use of nodern technol ogi es,
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farmsize and i ncone using a sanple of 64 beneficiaries
Sel ected purposively. The influence of certain socio-
economc characteristics of the beneficiaries such as
age, educational background, farm ng experience and

I ncone/ expendi ture pattern on | oan repaynent, adoption
of nodern technol ogies and farm incone were al so

I nvesti gat ed.

Descriptive statistics, correlation anaysis and
anal ysis of variance were used to investigate the
perfornmance paraneters. The findings of the study
reveal ed that the adoption of nodern technol ogi es such
as the use of fertilizers, herbicide, insecticide,

I nproved Seeds and beneficiaries gross farm i nconme were
positively correlated with the use of the | oan.

However, nunber of tractors, work bulls and farmsize
were negatively correlated to the use of the | oan.

The inpact of credit use on the adoption of nodern
technol ogies and farminconme were all found to be
significant at one per cent |evel of probability; while
the ownership of tractors, work bulls and increase in
the beneficiaries farmsize viere not significant at
both one and five per cent |evel of probability. The

| oan repaynent rate in general, below 50 percent under

t he schene was poor and di scouraging considering the
anount di sbursed at any given period. The yearly dw ndling
recovery rates under the schene were found to be 29 per
cent, 21 per cent and 20 per cent for the years 1989,

1990 and 1991 respectively.
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CHAPTER ONE

INTRODUCTION
1.1 Focus_and Scope of the Study

The performance of the liigerian agrieultural sector has
been very disappointing since the 1970s, For instance,
between 1970 and 1983 the sector recorded an annual average
decline of about one per cent in the general level of
agricultural production. Staple food items which contributed
about fifty per cent of total value of agricultural production
suffered the highest rate of annual decline of about 3.4 per
cent during that period (0jo, 1986)., This poor performance
ia reflected in the decrease in both volume and value of the
nation's agricultural exports and increases in the food
immorta. T-hle 1.1 shows the value of agricultural import
(food) in relation to the total import in Nigeria from 1980
to 1992.

Faced with this deteriorating situation in the
agricultural sector of the economy, the government initiated
a number of measures nimed at strengthening the capacity of
the sector to increase productivity and total production.
These measures included the establishment of a full fledzed
lending institution - the Nigerian Agricultural and Cooperative
Bank (NACB) Limited to cater for the credit needs of the sector,
The other stens which were aimed at enhancing the supply of
agricultural credit includes the establishment of the Agricultural
Credit Guarantee Scheme Funds (A.C.G.S.F) in 1976, the Rural
Banking Scheme and the provision of supportive institutions
such as the River Basin Development Authorities (R.B.D.As),



Table 1.1: The value of Nigeria food and total imports
(1980 - 1992),

— e B -

——

YEAR TOTAL IMPORTS FOOD, ANIMALS FOOD IMPORTS AS
VALUE(MILLION AND VEGETABLE % OF TOTAL
NAIRA) OIL (MILLION IMPORT
NAIRA)
1980 9,095,6 1,55245 17.07
1981 12,613.9 1,948.3 15,45
1982 10,100.2 1,793.7 17,76
1983 6,555.7 1,402,3 21.39
1984 b, 484, 5 945 21.07
1985 5,536.9 996.3 17.89
1986 59536.9 926.8 15452
1987 15,695,3 1,704,2 10,86
1988 21,445,7 1,758.5 8.20
1989 30,960.2 2,098.5 6.80
1990 45,717.9 3,899.5 8.53
1991 £9,488,2 8,501.4 7.50

1992  143,151.2 13,742.5 9.60

A e e e e Se—— e S e — S g

Sources: 1. Central Bank of Nigeria, Annual Report and
Statement of Accounts 1992,

2. Central Bank of Nigeria, Statistical
Bulletin Vol. 3 (1) 1992.

Direectorate of Food, Ronds and Rural Infrastructures (D.F.R.R.I)
and the Agricultural Development Projects (A.D.Ps). Despite
these efforts made by the Government to boost agricultural
production in Nigeria the performance of the sector remained

unsatisfactory. This study is an assessement of the impact of
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the Direct Investment Loan Scheme which is one of the major
programmes of NACB on agricultural production.
1.2 Statement of the Problem

Different people hold different view points with regards
to the role of credit in agricultural development. While some
hold the view that credit is not an important constraint to
agricultural production. Others like Miller (1977) Famorio
and Nwagbo (1981) held the view that credit has strong effect
on the adoption of modern technology, hence lack of credit
can be a constraint to agricultural preduction., Credit
programmes are among the major efforts put in by most low
income countries to achieve and sustain increased agricultural
productivity. In Nigeria, the establishment of the Nigerian
Agricultural and Cooperative Bank (NACB) in 1973 was an attempt
to achieve this objective. The Bank designed various loan
schemes to suit the needs of different categories of farmers
and for different enterprises within the z2gricultural sector.
This ranges from production and processing to marketing and
other agro-allied services. One of the schemes operated by
the Bank is the Direct Investment Loan Scheme which caters
for the medium and large scale farmers.,

Inspite of the Bank's high loan port-folio under this
scheme as compared to the Direct small Holder Loan Scheme
(D.S.H.L.S.) which is the loan programme for the resources
poor and small-holder farmers. Productivity, acreage, rate
of loan recovery and adoption of modern technologies impact
assessment have not been made among the beneficiaries of this

scheme. This study was designed to provide those information,



1.3 Objectives of the Study

The purpose of this study is to deterrine the extent
to which the Nigerian Agriculturnl and Cooperative Bank's
Direct Investment Loan Scheme has achieved its main objectives,
The specific objectives include the following:-
1. To determine the impact of the loan use on the use of
modern farm technologies, form size and income. |
2, To determine the extent of the loan razcovery under
the scheme a5 a whole and according to enterprise types.
3. To identify and examine the problems associated with

the scheme,



CHAPTER TWO

BACKGROUND INFCRMATION ON THE NIGERIAN AGRICULTURAL
AND COOPERATIVE BANK LIMITED

2,1 Establishment of Nigerian Agricultural and

Cooperative Bank (NACB) Limited

The establishment of Nigerian Agricultural and
Cooperative Bank in 1973, followed decades of frustration
and dis-satisfaction with the agricultural credit delivery
system to farmers in the country. The Bank was innburated
ns Nigerian Agricultural Bdnk (1HA3 ) after a detailed study
of Stonahams' report submitted to the Federal Government in
1969, In recognition of the role played by cooperatives in
rural development, the name was changed to the Nigerian
Agricultural and Cooperative Bank (NACB) Limited. The bank
serves the entire naotion with its' headquarters at Kaduna.
In order to bring its services closer to its numerous
clients more efficiently, and to achieve its objectives, the
bank commenced on the decentralization of its operations in
1989. This decentralization gave birth to seven Zonal
Offices spread across the country. The Zonal Offices are
designed to coordin~te the nctivities of the Eanks' Branch
Offices in 2 given geographical area, Thus, Abuja Zonnl
Office coordin~tes the activities of Branch Offices in the
Middle Belt, Enugu Zonal Office coordinntes the activities
of the Branch Offices in the South eastern states. Kano
Zonnl Office takes care of Branch Offices in the North
central states, Funtun Zonal Office coordinztes the operations

of North-Western states., In a similar way Bauchi, TIbadan,



Akure and Lagos Zonal Offices serve north-cnst, south-west,
mid=-west and southern states resp.ctively, A detniled
description of the Zonal Offices is shown in table 1.2.
Table 1.2: NACB Zonnl Offices and Associnted Branch Offices

————

ZONiE BRANCH OFFICES SIRVICED

. P —— —- e e W e . - e e e ——

ABUJ.. Abujn, Minna, Keffi, Jos, Kontagora, M~kurdi,
New=Bussa, Langtang, Utukpo, and Bida.

AKURE Akure, Ipoti LEkiti, Benin, Asaba, Warri, Irrua,
Kabba, Lokoja and Ayangba.

2AUCHI  Bauchi, Gwambe, Yola, Ganye, Donga, Azarg, Mubi,
Jalingo, Potiskun, M~iduguri, Biu, Damaturu and Wukari,

ENUGU Enuguy Awka, Calabar, Ogoja, P/Harcourt, Owerri,
Umuahia, Uyo, and Onitsha.

FUNTUA  Funtua, Katsina, Dutsin-ma, Sokoto, Gusau, Birnin
Kebbi, Yawuri, Zuru and Talata Mafara,

IBADAN  Ibadan, Iseyin, Ikeja, Abeokuta, Ijebu-igbo, Ilorin,
Lafiagi, Ilesha, Ile~ife, and Oshogbo.

KANO Kano, Tudun-wada, Gaya, Dutse, Hadejia, Kazaure,
Kaduna, Kafanchan, Birnin~Gwari »+-4 Zaria,

Source: NACB Research And Planning Division (1994),.

2.2 The Objecetives and Seope of Activities of Nigerian

Agricultural and Cooperative Bank (NACB)

The main objectives of the Migerian Agricultural and
Cooperative Bank (NACB) Limited are stated below:
i. to promote agricultural production and rural development;
ii, to improve the income and quality of life of the
Nigerian population; and
iii, to promote the ovaral growth and development of the

Nigerian economy through the provision of financial
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support for the production, processing and.mafketing of

agricultural produce. | o

The secondary role of the Bank is that of direct
financial participation through investments in the equity
of major agricultural and agro-allied industrizs, as well as
provision of adequate guarantse for viable agricultural and
agro-allied ventures to facilitete the raising of funds from
 both domestic and external sources. The hank Secks to attain
these noble objectives through the operation of the following
eredit programmes:-

i. On Lending Loan Scheme

This is an indircct credit delivery ﬁcheme chaﬁélled
to farmers through several on-lending intermediaries that
are expected to be close to the farming population at grass
roots level, Under this schume, loans are granted to state
governments, state or Federal goverrment institutions such
as state Agricultural and Rural Dev.lopmont projects (ADPs),
Cooperative socicties and River Basin Development Authorities,
ete, All loans are subject to being guaranteed for repayment
by the state or Federal governments. However, consegquent
upon the discovery that the Banks' on-lending credit facilities
did not actually reach most of the target beneficiarics the
numerous resource=-poor small-holder farmers and some medium
and large scale farmers the bank has de-emphasized the promotion
of this scheme and in its' place the direct Lunding scheme is
encouraged. |

ii, Direct Lending Loan Schenme

Under the Direct Loending Loan Scheme, the Bank deals



directly with the beneficiaries, The Bank operotes the
following loan schemes under the Dircet Lending Loan Scheme,

as Direct Small-iolder Loan Scheme (DSHLS)

This is, perhaps, the moat popular of all NACB credit
programmes a5 it caters for the funding requirement of the
rusource = poor, small scale farmers who constitute the
"ecentre Piece” of the agricultural dovelopment policy of
Nigeria. The scheme also meets the funding nceds of serving
and retrenched civil servants who want to go into 2gricultural
production on small=-scale basis, The scheme was introduced
in 1981 to mect the credit nceeds of the small-holder farmers
who do not usually posscs the collat.ral (s) required by the
eonventional banks for granting loans,

The main attraction of this scheme is that, the
beneficiaries are not reguired to provide the usual collateral(s)
demanded by banks and other financial institutions. The
benefieiaries under the scheme do not also have to own a
definite title to land or "own" a land in order to be
eligible for a eredit facility under the scheme., The loan
period varies from one to two yzars. In addition, the intcrest
rate charged under the scheme is only 15 per cent., The upper
limit of this loan seheme has recently been inereased to
¥25,000,00, The benceficiaries are required to provide two
guarantors to guarantee the loan.

b. Seccond Livestock Development Project (SLDP)

This is a special joint programme that is being
implemented by the Federal Government of Nigeria and the World
Bank. It is primarily designed to boost livustock production
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and development in the country. The project consists of two
components, namely the technical 2nd the credit components.
The technical componcents is being handled by National Livestock
Project Division (NLPD), while th: credit component is being
handled by NACB, Und.r SLDP, several project types are being
operateds These projects include poultry, both layers and
broiler production, cattle fattening, ram fattening, urban
dairy, pasture development c¢te. The upper limit or the loan
scheme is also ¥25,000.00, The beneficiaries and loan condition
requirements are the same with those obtaining under DSHIS.

Under the scheme, credit is delivered to beneficiaries
both in kind and in cash. The¢ kind disbursement includes
animal feeds, drugs, sceeds 2nd other working materials such
as fencing pol:s and wire, while the cash disburs.ment is for
purchase of the animals., Effective supervision arrangement
is being jointly executed by both NACB and NLPD staff,

In order to accord this proj=ct its due recognition,
the Bank carved out 7 scperate functional unit known as the
livestock credit unit (LCU) in 1988, This unit is charged
with the responsibility of implementing the credit component
of the SLDP through the Banks' Branch offices,
c. Direct Investment Loan Scheme (DILS)

This is a credit programme designed to mect the require-
ments of both mudium and large scale farmers, Under this
scheme, the bank deals directly with individual farmers and
former organisations without going through any on-lending
intermediary. The specific objectives of the D.I.L.S. are:
i. to increase food and raw materials production for local

industries and export;
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ifs to encourage farmers to adopt modern technologies
- which will improve their income and standard of living:
Iand
iii, to ossist farmers who have adequate 1and but have no
financinl menns or time to bring the land into production
~and create cmployment opportunitiss for some Nigerians,

2.3 The Administration of the Dircet Investment Loan Scheme

Do Elipgibility for Loan Under th. Schame

The Beneficiary for a loan under the acheme could be an
individual farmer, corporate or un~incorporsted body, Fedoral
or State government, Ministry or Parastotal. The projects
financud under the scheme must be technically faﬁﬂibia'
commercianlly viable and economically desirable, The emphssis
placed on any proposal under the scheme is on the repayment
ability of the borrower. Interested applicants have to
complete standard application form which are returned for
further processing., The following documents are required
to be submitt.d by all applicants under the scheme
1, The +title deel of the proposed project land along

.with its sketch plan.

2. Titl: : deed of collateral security belonging te the
applicant or his guarantor or any intangible sgeurity

.acceptable to the bank such as irrivocable letter or

guarantze by a State or Federal Government; bank guarantee,

life insurance policy, share certificats from a reputable
company.
3. Three years tax clearance certificate

4, Bank status report from the applicant's Bank.rs., -
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5. If the dﬁplicanf is a corpofatc body, certificate sf
agsociation,

In order to ascurtain financial performance of afﬁi
.corporate applicant, three years duly audited report dnd
statement of accounts, together with two copies of feasibility
study of the proposed project are to be submitted. Other
submission by a corporate applicant include, authority 1ctfer
from board of governors ompowering the eompany to raise a
specific loan amount for a specific project. Names of
directors, share holders and the number of shares they held
will be forwarded to the bank., If the company has technical
partners; details of the partnership and a copy of theif
8igned agreement are regulred as well.,

b. Loan Approval and Disbursement

The submission of completed application form and all
other submissions form the basis for desk appraisal of the
project, After this the project site is visited and
discussion on the proposal is held with the applicant, Based
on the findings of the visit, o report termed "Agricultural
Project and Management committee (AFMC) paper is prepared
for consideration., A proposal that does not exceed ¥100,000.00
ls considered at the branch office level., If the proposal
exceeds the branch office limit, it is tabled before the
Zonnl Agricultural Project and Monagement Committee (ZAPMC)
meeting., The limit of this committee ia M500,000.00., Any
lean proposal that exceeds this 1imit is recommended to the

Central Agricultural Project and Manngement Committee (CAPMC)
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for deliberatién and recommendation to the board of &iructors
for approval or othaerwise.

. ATter the approval, disburscment commences on reeeipt
of legal clearance from the Zonal legal officer in cage of
laons opproved by the Zonal Committee while legal department
of the hoadgquarters issues legnl clear-nce for 10&53 approved
by the Board of Directors. Disbursement schedule specify
the number of instalments and the time the loan funds will
be releaswd, It 2lso specifies the mode of disbursement,
{cash and/or kind). Whan the loan is fully implemented,
normal project monitoring and evaluation continues up to the
time the loan is repaid. |

The four major agricultural productions.naheiy Aréble

erop production, livestock farming, Mixed farming and Poultry

are financed under the schate within the study areat The
loan sizes ranged from ¥10,000.00 to 1415,000.00.,



CHAPTER THREE

LITERATURE REVIEW

3.1 The Role of Agriculturc in Nigeria iconomic Development

| Agriculture has been described as the mainstay of the
Nigerian cconomy sinece it provided employment and m:ans of
live lihood to about 75 % of our population. The agricultural
sector also provides the food reguirements for the toeming
population concentrated in urban arvas as well as raw material
for the industrial sccltor. Exportation of primary agricultural )
ﬁrbdﬁcts also provided a stable source of foreign exchange
carnings to the notion which was used to finance other develop-
ment projects., In the area of capital formation, the savings
generated from the agricultural sector was mobilized for
development purposcs, while the increases in rural income as

a result of increase in agricultural activities can further
gtimulate industrial growth by creating additlonal demand

for industrial products. Before the advent of the oil boom ura
of the lite 1970s, the contribution of the agricultural seotor
to the Gross Dom.stic Product {G.D.P.) of the country was

quite significant. Table 3.1 shows the rel-tive contribution
of agriculture to the GDP betweun 1984 - 1992, However,
following the discovery of crude petroleun in commercial
guantities in Nigeria in the early 1970s, the relative
contribution of agriculture to the Gross Domestic product
declined dramatically at an average of about 24 per cent
between 1970 - 1979, This deteriorating situation slightly
changed in 1987 when the salutary <ffects of the structural
Adjustment Programme (SAP) embarked upon by the Federal

Govermment in 1986 increas<d the agricultural scctors'
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Table 3.1: The Share iculture in the G.D.P. (2t foctor cost) for the Period of 1984 - 1992,

O
]
%.

- - . - aee s -

Acctivity (Subszctor) Percentage share in Total G.D.P.

- e e B — — - - -

r----:--aq-ﬂ

1984 1985 1986 1987 1988 1989 1290 1991 1992
Agriculture (crops) n.o 23,53 24,69 30,18 31.93 31.24 31.1 30,08 29.90
Livestocks Nk n.n 7«87 5.12 594 6.93 6.07 5.8 5¢6 5.46
Forestry n.2 3.80 3.14 1.82 1.89 1.33 1.30 1.40 1.87
Fishing Nea 1.80 1.7 2,26 1.29 1.9 1,90 1,90 1.87
w%mwmwmwm% 25,9  36.28 37.66 40,2 41,5  40.55 39,1 38,98 38,51
Crude Petroleunm 174 15.64 14,97 12.83 12,33 13.22 12,80 12,40 12.90
Mining & Quarring 145 0.39 0.21 0.52 0.31 0.30 0.30 0.30 0.28
Manufacturing 11.5 5.68 5.80 9,66 8.65 8.20 8,20 8.20 8.63
Others 43.7 42,01 41 .30 36,77 357 «21 L VLY 39,60 40.20 39,68

e e

Source! Central Bank of Nigeria Annual Rzport 2and Statemant of accounts
(various issues).
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contribution to the GDP to about &40 per c:mt, Tabla 3.1,

In Nigeria and other doveleoping countries, no mattor
now much dovelopment and structural transformation achieved,
ngriculture continues to be the corner stone of the sconomy
for many dectndes to come. However, agriculture in Nigoria is
Inced with 2 series of prebloms. These include low producti-
vity due to low ylelds, inadeguonte freilitias for marketing
and storage and lack of credit among others.

3¢2, Role of Credit in Agriecultural Development

1
-

Galbrith (1952), s~w lack of credit and scarcity of
5avings as one of the major constraints limiting agrieultural
dévclOpment in developing countries, Soeveral authora and
regearchers such as Miller (1977), Dhzwan and Kohlon (1978),
share the same.view on the role of credit in ngricultural
developmint. The present predicament of the agricultural
gsector of the economy under-scores the importanee of credit,
Schumpeter (1949) defined credit 25 a "transfer of i
purchasing power to the enterprenuer without which development
can not taoke place™. Available evidince indieates that
cr=dit plrys important functions in agricultura2l development
process, These functions includ.:

i. crodit provides an incentive for adopting new
tachnologics which will incresse production such
Tachnologies would otherwise be slowly adopted or
not 2t 2ll;

ii. the use of credit in agricultural production forms
an intergral part of commercializing agriculture

which ¢an lead to increase in rural savings:
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iii., farmers use credit to became owners of land; and

iv. acquire capital items in form of bett.r sec.ds and
machin:ry smong oth.rs.

Mosher (1971) stated that “most methods of incruasing
farm productivity involve the use of purchased inputs and
those farms near the subsistance «nd of the continuum from
subsistance to commercial, produce 1little cash income out
of which inputs can be bought“. However, it is partinent
to note that the central focus of increasing farm productivity
is not restricted to the farms near subsistance loevel.
Therefore, apart from improved technology and other support
scervices "ecapit21l" in form of credit must be injected into
our agricultural system. Donanld (197%), says that "financial
credit is the most transferable form of .conomic resource,
with ecash obtained via credit one can buy anything that
is for sale”.

The neod for formal croedit in the 2gricultural s:ctor
scoms to arise from the following line of reasoning -dvanc.2d
by Ogunfowora <t 2l (1972).

i, Many innovations in farming inevitably inerecse the
capital requirement of farmers. The low rate of
adoption of improved practices is partly due to laek
of adequate finaneial resources for implementing these
practices,

ii., The bulk of the farmers produce 2t subsistence level
and there is usualily small surpluses out of which

savings for futurc investment can be made.
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iii, The supply of loans may strengthen the farmers position

in the disposal of his farm produce instesnd of having
the timing Jdetermined by urgent neeld for cash.

Ajakaiye (1986}, hae highlightod ways through which

farmers can improve their net faro income by use of credit

a5 follows:

is

ii.

iii.

ive.

Crenting and maintoining adequate farm size, mest
farmers exhibit decreasing cests s the size of thé
business increases, because they begin to enjoy the
wconomies of scale. This is so bucause credit can
chable the farmer to acquire capital assets such s
machin:ry and equipment neaded to expand the businoss
a5 well as maintaining a high volume of out-put through
the purchase of opzroting inputs such s fueedlds, better
Bewds, ferfilizers, pusticides ete;

adjusting to changing economic conditions: Naw-
technological development or changing market conditions
may require major adjustments. The change may require
some cnpital out-lay which ean be secur=d through cre-lit;
inereasing cfficiency: The use of crodit may mnke it
possible to substitute one resource for another,

Fo# exmple, machinery can be substituted for l-bour

a8 2 means of roducing cost and improving timelinass

of operations. Credit may also be ossential to improva:
the utilization of current resources

protection against adverse condition: It is not
possible to eliminate nll risks in farming. Howoever,

cradit can play a major rele in protecting the business
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from financial failure or liguidation when advarse

conditions occur; and
Ve providing continuity: The transfor of an on-going

business from one operator to nnothir may involves

large amounts of money. Without crelit, many oporations

woull have to be liquidated Juring tronsfor process
because non=farm heirs frequently want their share in
cash rather than ownership intirest in farm r:al estate
or other nsscts.

However, provision of credit should not be se¢en 28 1

anancea for our agricultural dev lopment, The inhzrent
risk of agricultural prouction such as drought, p:sts and
discases form 2 set of natural limiting foctors. Anoth.r
group of factors that limit agricultural -evelopment include
1ack of effective marketing strategy, untimely supply of
inputs, lack of stable 2griculturnl policy nmong others.
Unless these problems nre resolved or ameliorated, supplying
farmers with crelit will not achieve the desired result in
the agricultural sector of the cconony.

There¢ are two sources of funls to f-ormers for
zgricultural purposes. These are the internal and external
sources in relnation to the farm business. The internal
source is mainly from the sales of farm produce while the
external sources include equity financing, sales of estate
to raise funds an? credit. In developing countries the
internal sources € harily me-t the farmer's needs.
Therefor: to achieve the lesired 2gricultural growth and
levelopment, the external sources must be utilizel, among

which erelit is believed to be the most «ffective,
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3.3 Sourc:s of Crelit to Nigerian Farmers

Two sources of credit can be ilentificd for Nigorian
farmers, the formil nn! the informal sources (Ighen, 1973,
Osuntogun 1973 an’ Nwagbo 1981). The later inclule credit
from friends, relatives, money lenders, mil?’le men and
Marcnants. Informal cr.dit Jdates bmck to vwhen farmers,
friends anl relatives assistod one another in their different
farm operotions in-turn, this is cr.lit in kind cnlleld
“Gayya" in Hausa. However, the most common form of informal
cr.-1it is "cash®, Ijose (1972), foun! that this sourc: of
erclit forms about 88 pur cunt of th: crolit rereived by
farmers in Nigeria. Similarly, Osuntogun (1973) and Miller
(1975) founl that informzl source of crelit contributed over
57 per cent of loans enjoye«! by farmers in their areas of
study. Other sources of informal crelit to Nigerian farmors
inclule "Adashi" this is a local arrangement wherce-by farmors
form themsclves into groups and contribute agreel tmounts of
nmoney from which each member withlraws in turn until all
members benefit: - Mainly practiced in the northern part
of Nigeria. Another source of crelit nlmost simil-r to
"Adshi" is ESUSU", However, in this case when the money
has buen collected it is loaned to members 2t a small i
interest rate. Non~memburs can 21lso benefit but 2t a higher
interest rate, usually practiced in the western states of

Ni ger 1a.
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Table 3.2: Informal sources of Craedit

-—

|
)

Source of Credit

T

1

1

1

‘ -

! Galeti ‘ I1jose FOA Miller

i 1958 1971 1972 1975

— i Sp—— + - e A+ - S———
Friends & Relatives 50 77 578 253
Money Lenlcors 7 5 24,4 12.6
Traders/Merchants 12.5 - 14,9 28,4
Crelit Corporations - 8.2 2.9 844
Commercial Banks - 0.9 - -
Own Savings - 31.3 e —
.

Deferred Payments -— L4 o e
Cocperative Union - - -- 23.2

- — I e e T

Source: 1, Galleti, Balwn =nd Dina (1958)
2., Ijoseé an? Abalu (1971)
3, FOA (1972)
4, Miller, L.F. (1975).

Table 3.2 shows the importance of informal credit
source to Nigerion farmers, This avenue of credit will
continue to be an importaint source of finance for
agricultural financing. Famoriyo (1976) reported that credit
from informnl sources consists of relatively localized
transactions of moncy and real gools or services among
frienls and relatives who, usually provid. loans more or less
a8 social oblization rather than for cconomic benefits. This

view asserts the point emphnsized by Ogunfowora <t al (1972)
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who, hove pointed out that “Loans from fricnds anl rolatives

are generally small an? of short luration bechuse, they too,

have low financinl base',

The informal sources of credit has both its aldvantages
and Jdisadvantages in proviling crelit for 2gricultural
purposes. The 2ldvantages from the farmers' point of view
include case with which loan is securcd an! timely release
of fun.'s; No thir:! party gusrantor is ncoeled; in most
cases often, verbal promise by the borrower to repay the
loan at a specified date is sufficient, The other point
which farmers consiler important is the scecrecy in the
loan transaction.

Howaever, the .lisadvantages of this source of crelit
out-weight its alvantages. The lisadvaontages inclules
i. small amount of moncy loaned for a short 'uration

28 2 result of low financial bases of the lenloerss
ii., high interest rate is charzel sometimes up to 100

percent or morce;

iii, where money is provi?a! by millle men or merchants,
farmers are compellel to repay with their prolduce at
the time of horvest, thus preventing the beneficiaries
from enjoying the maximum benefits of their proluetion
from seasonnl price appreciation; anl

iv, where the loan is used for preoluction purposes, no
supervision and/or technical alvice is accompanying it.
Nisbet (1971) observed that “the informal money lenler

could prefer to maintain the status quo or actually promote

the lecline of the elient so that he might 2cquire real asset



or accumulite labour service, Therefore, the system
tenls to worsen th: alrua’y existing bal situation of the
Nigerian farmers.

With all its appar.nt disnlvantages, informal sourcs
of er.dit will continue to vlay 2 Jorminant role in the
gupply of crelit to the Nig:rian farmers. Institutionsl
crodit will tak.e leenles before it coulld mect the crelit
nee's of the farmers a2dequately, | |

The formal scources of cretit to Nigerisan farmers
inclule co~opurative seclieties, some agricultural
orgnnisations, financial institution nnl! Banks which inelule
both commercinl, merchants and levelopment banks. Nigerinn
Agricultural nnd cocperative Bank falls within the last i
group. 1t wns establishe) wholly to serve the crelit needs
of the Nigerian farmerss

The formal sourcwes of credit to Nigurian farmers
starte! as far back 28 19308 with the introtuction of the i
mixe! farming crolit programme in the savamna ~rens of
Northern Nigeria. The programme was run by the Ministry
of Agriculture through the Native Authoritios (Oluwasanmi
et al, 1976)., The ilea was adopted by the othor regions
in 1946 unler the name of Nig.rian Loan Development Boarl.
Thiga was the first Nationnl formal ~gricultural crelit
institution. The beoarl was lissolv.d anl replacel by thrué
regional Loan Development Boaris in 1949, These boards tco
were 1hter dissclvel in 1955 an’ the functions of the boarls
were taken by the Western, Lastern an! Neorthoern rougional

governments.
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In the West, the Western region Finance Corporation
tock over the alministraticn of crelit to farmers. Loans
were grantael to farmers throuzh their coeperative societics.

In the East, Agricultural an) In‘ustrinsl Dev.lepment
Board wns established in 1963 to surve as 2 source of crelit
to the sm2ll sc2le farmers anl inlustrial activities,

In the Northern region, the registrar of cooperntives
Jesigne? and a'ministerel an on-=lunling programme th-t
gsorve! the farmers. Fun' for the programmne wns through
2 loan granted to the government by the Barclays Bank, now
calle? Union Bank of Nigoria,

All the three institutionnl arrangements were unable
to meet 2 larger percentage of the croelit requircmoents
of the farmers lue to inalequate financial resources,
(Osuntogun 1981).

In view of the importance attached to finoncing
agricultural scctor through 2 formcl crelit institutions,
the Fe eral Uovernment established Nigerian Azricultural
an! Cocperative Bank in 1973 anld Agricultural cr:lit
Gusranttee Scheme funl (4.C.G.S.F.) through the central
Bank in 1977. The latter is the 2pex institution for
Agricultural finaneing in Nigoeria -n? it runs many
prorammes that caters for both sm2ll, me’ium and large
scale farmers,

3,4 Channels of Formal Cre'it Delivery

The channel through which crelit is lelivorel for
agriculutral purposcs to a large extent contribute to the

success or otherwise of the crolit programme,
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King (1974), discussed the advantages and disadvantages.
of formal credit institutions oased on the channel of the 'g
credit delivery. These include:-~
i. Institutions providing credit as part of development.
programme. Example of this group are the Agriculbural
Lvevelopment projects (ADPs) and the River Basin
Development Authorities (RBDAs)., The major set-back.
of this channel of credit delivery is that loans are
limited only to few people within the prosrammes!
catchment area as people outside do not have the same
opportunity, lowever, this channel of credit has been
the most successful, probably because loan is accompanied
by provision of new technology such as improved seeds
and there are clearly defined objectives to be attained
within a certain time frame,
ii. Institutions which undertake other lendinz activities
including a;ricultural credit: Sxample is the
commercial banks. These ingtitutions are likely to
pay little attention to agricultural credit which
is usuelly required by numerous farmers scattered in
widely separated locations., Also the farmers may nof
be able to meet the security requirements of such
institutions. Agricultural credit delivery becomas
risky and expensive to administer by such organisations
which are profit oriented. Magsod (1978), has observed
that the commercial banks zenerally avoid dealing |
directly with small farmers bLecause of high administra-

tive cost. ' . : J
_ |
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iii, Institutions which provide credit to promote certain
crops. Examples are the merketing or comrodity Boargd
and thne commercial firms such as Cadbury Nigeria
Limited. The major advantage of this type oi credit
is that loans are often combinaed with other farm
inputs and extension services requir=d to produce at
a good price. However, t.iese institutions do not pay
similar attention to the production of food crops.

iv; Institutions which solely deliver agricultural credit,
ixample is NACB, These type of institutions were
estoblished to overcome the limitations faced by
the institutions mentioned above, However, they are
similarly faced by high administrative costs in the
credit delivery., Therefore, if such institutions are
not subsidized, they may not ve able to lend to the
farmers directly. They may resolve to lending te
Government Ministrles or otiher agencies which deals
with the farmers directly.

Three channels of on~lending were identified and they
veres - | | o
i. agency to individuél;

ii. agzency to group user: and

iii, agency through group to individual.

In the first channel, large number of applications
are processed by the agency for a large number of farmers.,
The agency determines the credit worthiness of the apnlicants.
This method is expensive and requires s lot of subsidy and

repayment often becomes a problem.
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in order to reduce these problems, the second and
third channels are adopted. In both cases the zgency makes
the group responsible for the loan repayment. The group
members know the credit worthiness of each member and can
exert presure on fellow members to repay the loan on time.
The proup approach reduces the administrative cost on the
initial irstitution. Carrol (1972) recognised equitable
distribution of income among beneficiaries as a further
advantage of group lending. However, he notad that lack
of reliable management, especially at local level, corruption,
dishonesty and partiality among operators were some of
problems associated with this channel.

3.5 Evalvation of the Performance of Formal Agricultural

EProgramme
There are different criteria used in azssessing the
success or failure of agriculturol credit programme. Tendler
(1973), summerised the critoriz on which performacre of small
farmer cradit programme can be evaluated into tliree broad
catagories. These are:= _
1. acoromic efficiency of the activities financed by the
credit;
ii. the anility of the programme to serve a hitherto
neglected portion of the rural population; and
iii. the financial viability of the institution.
Some res.archers such as Donald (1976), are of the view
that tne consistent problems arising from credit programmes,
such a8 inability of the programme to serve their numerous

applicants, low recovery rate and high administrative cost
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should form the basis for assessing credit programme.

A pattern that incorporates financizl logic and
political economy in assessing credit performanc: was develop-d
by Vonpischke (1981) in low income countrics. He maintained
that, good financinl performance which can bLe achieved vhen
loan losses are minimized covld allow wore p-uople access to
credit., Thus, qccess to crodit is 2rnother important
criterion for evaluating the parformance of a credit programme,

Osuntogun (1973) on the other hand used volume of credit,
number of beneficiaries reached, cost of the crudit administra-
tion and level of defult to appraisc agricultural credit
institutions in some selectod West African Countries.

In summary, it can be said that 21l the criteria used in
nssessing the impact of any credit programme or institution
revolves on three basic parametiers, namely:-

i. loon recovery rate which determines both institutional
and the programme survival;

ii, number of beneficiaries reached which ig strongly
determined by funds availavility via loan repayment

or any other source; and
iii, the economic impact of the programine on the beneficiaries

whnich include increasc in their income and stand~rd of

living.

Other parameters that could be used may be peculinr
to 2 given programme, for example, adoption of modern
tuechnology under the Direct Investment Loan Sch%mu. This

parameter is one of the major objectives of the scheme.
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Whichever criteria is ndopted in aséessing crodit progfammes

or the credit institutions, they must be related to the

factors that deturmines the success or failure of such

programum:s, The factors often zssocinted with the credit

institution which led to their fallure include:

i, inadequate funding,

ii. diversion of agricultural loan to oth.r purposes;

iii. over centralization of loan approvals:

iv. denrth of troined stqff;

Ve innbility to release loan fund when most required by
foroers;

vi. cunb.rsome procedure hefore lozn ig s.ocured:

vii. lzock of loan supervision,

viii. uncceptoble default rate and

ix. undue political influence.

Most of the studies =20 far cvaluated the poriormince
of formal credit progzramumes with regnrd to swhlli=-scnle
foramers. Howover, since Nigerian Agricultuce i1s gradually
shifting from subsistence level to commercinl production,
evaluation of formal credit programme with particular
reference to large scale £armers become imperative. This
study therefore, it designed to cvalunte the impact of an
NACB credit programme thnt caters for medium and large-
seale farmoers.

Rate of loan rupayment, level of ndoption of medern

technologies and financinl impact of th. scheme on the

beneficiarics were us«d in this study to assess the impact

of the Direct Investmoent Loan Scheme oper-ted by NACD.
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CHAPTER FOUR

METHODOLOGY
4.1 Aren of Study

The study ~rea is Katzina State which is among the
youngest states in the Foderation. Katsina state was croeated
on 23rd September, 1987, The state was chos:n for the study
~fter taking some f~ctors into consideration. Firstly,
adeoquate knowledge of the 2rea cconomically, politically and
culturally by the researcher will allow for more authentic
findings and interpretztion of the results, OSccondly, the
financizl cost of the rescarcher will be greatly minimized
because of proximity of the area to the researcher. Thirdly,
the diverse agro-ccoiogicnl distribution within the state
allows for various project types to be investignted.

Katsina state occupies almost the entire cuntral
portion of Nigeria's northern int.rnational border with Niger
Republic., The state is bounded in the Enst by Kano State,
in the West by Sokoto State and by Kaduna St-te in the s
South, Geographically, the gstote liws Between Lotitude
14°7' N and Longitude 6° 52' W and 9° 02' E. The state
cover 2 land mass of ~bout 24,517 squore kilom:tres with
a2 pooulntion of about 4,7 million,

4,2 Clim:tic Conditions

The climate of the state is typical of the Sudan zone
within which the st te lies. There 2re marked dry and wet
scnsons. The rainy scason with its deficit rninfall (in the

northern part of the state) starts around May. The state
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enjoys an nverage period of five to six months of wet
season. The rainfall intensity, froquency and duration
decr.ases from th: south to the northern part of the state,
The average reinfall for ten years (1980 - 1991) rucorded
from the thrue ecological zorne's form Institutes of Tambu,
Kafin=goli and Daudawa ¥eY© 86,22 mm, 707.66 mm and 930,72
mm r.spectively., The dry season sets in with throe to four
months period of harmcttan and cold weather from Novemb.r
to February, This is followed by hot puriod of about threo
months 2nd e¢nds with the stert of the new rainy season,

The vegntion changes with sceason. During the rainy
season, th. soil is covered with grasses, crops shrubs and
blooming trves. In the dry season, the srasscs, crops and
the shrubs wither nd die, le~ving the medium height trees
typieal of savannah land.

4,3 Economy and Asriculture

The predominant economic activity of the people of
the stzte is crop farming “nd animal rearing. Both food
2nd cash crops are produced, and these include cereals such
as mnize, guinea corn, millet ~nd rice. Legumenous crops,

tuburous crops, fruits and tree crops 2re produced in large

guantities. During the dry scason, irrigation farming around

the major dams, like Zobe, Jibio, Ajiwa, Daburan and Mairuwa,

is practiced. There arc 2 lot of unexploit.d industrial

potentinlitics in Katsina state, Mineral deposits discovered

so far includ.. Kaolin in Kankara Local Government Area and

Asbestors in Sheme, Faskari Local Government Area. Currently

there is only one major industry in the st~te, that is,



- 31 -

Katsinn Steel Rolling Mill Company owned by the Fedéral
Goverrment, Small industrics -re now springing up everyw-
vihers with higaest concentration in the southern part of the
stata,  Such industries include Funtua Textiles, Funtuz
Cotton Seed Crushing Company and Cotton 2nd Agricultural
Processors all in Funtua town. o | |“i
The state is connected to the rest of the country by
a good network of ronds. Currently there is only onc rail
line in the stote that passes through Funtua to Gusau ~nd
Koura Namoda in Sokoto State. | |
From the foregoing it could be scen that the
geographical locntion with its three distinct climntie
regimes nllow vorious asricultural ~chbivities, In ordér
to boost the productivity and production of the agricultwral
sector of the <economy of the area, there is need for a
special attention in terms of technologicol and financial

4,4 Sampling rame and Size

The target population of this study comprises of
Nigorisn Asricultural ~nd Cooperative Bank Direct Loan
beneficiaries involved in production projects,. The
raspondents are spread within the twenty-six Loc2l Government
Areas of Katsina State. However, due to the time and
financial constraints, only twelve out of the twenty-six
Local Govermnment Arens were solected for the study (four
from cach of the three ecological zonezs mentioned). The
respondéents were purposively selected Lo include benefici-

aries with different loan sizes, different farming
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experienc.s, different occupations if not a full time
farmer and different project types.

The Locnl Governmunt Areas sclected from the southurn
zone were Funtua, Bakori, Kznakara and Malumfashi, In the
middle zone, Kankia, Batsari, Dutsin-ma and Musawa werec
sc¢lected, The Local Government selected in the northaern
zone were Katsina, Daura, Zango and Jibia., Sixty-four
fermers out of one hundred beneficiarics under the scheme
were Sclected from the four zones

4,9 Dota Source and Types

The principal source of data used in this study were
secondary data obtained from the Bank's operations records,
supurvision reports -nd monthly and quarterly returns,

These were supplement.d witn primary data obtained.through
administration of questionnair.:s to the beneficiaries.
Literature have shown that among the factors thnt affect

the farmers adoption of modern tecinologics, productivity,
profitrnbility and repayment 2bility are age, educational
background, farming experience and income/expenditure
patterns., Information on the mentionud factors were obtained,
from ecch sampled farmer. The other types of data collected
include lo2n volum:s approved for the difforent projzacts,
amount disbursed, time and mode of such disbursements,

scale of operation, loan pericd, and the amount of loan
repaid and percentage of such repayment in relation to the
amount due for repayment. In order to establish whether

or not farmers n~dopted modern technology, data on the method
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of production used by the respondents before and after
obtaining the loans were all collected,

4.6 Analytical ToQls

Three principal tools of analysis wure emploved namely:
Aescriptive statistics, involving the use of tables ~nd
percentages to interpret the dota obtnined from the ficld.
Correlation anzlysis, uscd to explain the relationsiip
between the varinbles and Annlysis of vaoriance which is used
to predict the oeffwet of each independent variable on the
dependent one.

Correlation Analysis: Correlation annlysis measures the

relationship boetween two or more variables. The measure of
relntionship betweon the two variables is dofined by 2 linear
corraelation coefficient denoted by I’y while the mensur.: of
degres of relationship nmong several variables is given by
the multiple 2nd partial correl2tion cowfficients. However,
this study employs the use of linear corpelation, thnt is,
relationship between two varinbles X and Y. The correlation

mode]l used was:

Y = a + b,lx1 L DX, b-jx3 R TR T bSXB & bgXg X b7x7
Where Y = Loan Volume (M)

X, = Chemical fertilizers (50 kg Lags per Ha,)

= Herbicide used (litres per Ha.) | |
= Number of work bulls owned and usod. |

= Number of Tractors owrned ~nd used,

e .

e I w A W R~ R |
!

= Use of improved sceds (kg per Ha.)

4

= Farm size cultivated {(Hectares)

A

Ferm income (N).



Each of the variable on the right hand of the model
w1s sepurately correlated with that of the left hand side,
The measure of the linear correlation between two variables
called penson product ~ moment correlation coefficient or
corrclation coefficient "r' ranging from minus one to plus

one is given by the following formular:

2 _ 2 o=
Yoy * (xi x°) (yi -y)

— i —— e

et = &) byt =~ P)°

where xi

change in the use of the variable
yi = loon voiume per borrover
X = mean of the variable
¥y = me n of the loan volume.
The estimated correlation coefficient "r' were each tosted

for their level of significance using the t -~ st-tistics.

Analysis of Variance

This is n method for splitting total wvariation
observed from a given data into different components
that 2re responsible for the differences. The number
of the major sources of the variation in the observed
data gives you either one-way classification if you have
sinzle critericn, two-way classification for two criteria
and multiway classification for more than two criteria,

For the purpose of this study one-tail t-test was
used vhereby loan obtained by the beneficiaries is the sole

source of the observed vorization on the other variosbles.
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CHAPTER FIVE
RESULT AND DISCUSSION

5.1 Influence of the respondent's socio-:conomic

characteristics on the use of credit

Among the factors that affect farmers azdoption
of modern tuchnologies ond loan repayment are nge,
educationnl background, number of yeors of farming experience
and income/expenditure pattern,

The findings of this study revealed the extent to
which these factors affected the berneficisries' performance.
It showedl that the oldur benueficiaries performed better than
the young.r ones in terms of loan repayment, Farmers within
the age zroup of 60 - 75 years showed the highest rate of
loan repayment (83 per cent) followed by 76 per cent for
farmers within the age group of 46 - 59 years., The least
repayment rate of 65 per cent was observed for farmers
within the age of 30 ~ 35 ycars, (Table 5.1)

Table 5.1: The respondents Age Distribution in Relnation

to loan repayment,

[rO—— A — i —— b

Age Group ‘ Number of .| Non-Dolinguent Repayment

— e s s—

(in years) Respondents| Respondents Rate

30 - 45 ! 32 21 65

w-s9 | 2 19 76

60 - 75 ‘ 6 5 8%

Total 64 ; 35

k. 2 _L i - e o i

Source:  Ficld Survey, 1990,
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From the above result it can be concluded that the older
clients are more reliable in terms of honouring their
locn obligntions as and when due than the younger
beneficiaries. This Dehaviour could be due te foar of
dzath ~t advance old ag<, for it is culturally corsidered
a taboo to die indebted in th: study ~rea. The possible
reason for lower repayment rote wmeonyg the youngor
beneficizries could be due to divertion of funds meant for
loan repayment to other business<s. This clzss of clients
scem to be more aggresive in trying to acquire wealth within
a smaller period of time,
Educctional Background

The sccond socio=cconomic characteristic that affocts
a farmer's performance is his cducational background. Out
of the 64 respondents, 46 attained some 1.ovel of formal
ecducation from elementary to univorsity lovel while the
rcomaining 18 had no fermal education. The rate of loan
repayment cmong the formally ceducated clients was found to
be higher (48 per cent) than that of the non-formally
educated clients which was 33 per cent (table 5.2), These
findings could be attributed to the fact that the formally
educated beneficiaries were more enlightened on the use of
credit, Furthermore, tha illiterate clients may be thinking
that the loans were their own share of the much talked about
“nnticnal cake” and ns the such loans werce not meant to be
repaid, It was also cbserved by Barau et 2l, (1991) that
loan delisguency is higher among borrowers who had no fornal

wducation.



- 37 =

Table H.2: Educational Background in Relation te Loan

Repayment.,
“ducational | Number of L Delin- | Non- ! Rgpjvmcnt
Level Respondents | quent Delin- | Rate (% )
qu nt
rp— - e 1 = __:. P ——

Islamic | 18 12 | 3 ?. 33
Fduc~tion ¢ } ;

! !
Adult 24 4 i 20 83
Educntion
& Frimary
Secondary o b ] 9 2 18
Fducation
Above 1M 6 5 45
Secondary
Totz21l [ 64 31 33 ; -
A A et -1 v 1 e

Source: Field Survey, 1991.

Farming Fxperience

Farmers experience in -~gricultural production is an
important factor in determining the success or failure
of farm operation whether cr not credit was used. The c
choice of crops to be produced 2and the type of cropping
pattern (scle or mixturc) to use in order to maximize
profit and minimize risk are borne cut of long years of
farming experience. Among; the sampled farmers, forming
exnerience which means the number of years a respondent
hnas been in agricultural production ronged from three to
fifty years, It was found that farmurs with longer years
of experience has higher rate of loan repayment., This
could be due to better managerial skill obtained via

longer farming experience,
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Income-expenditure Pattern

Inccme and expenditure patt:rn of a former has a
strong influence on his 2ability tc adopt modern technologics
and repay his lcan when due. After the loan repayments,
the exXcess income realized from the farm business was
supposed to be ploughed bick into the same business the
following year and to mest family cash needs, The items
of farm expenses incluled labour, crop-prietecticn chemicals,
improved sceds, livesteck drugs and chemical fortilizers
among othoers. The family spending included school fees,
medical bills, clothing, food and ceremcnics. The study
showed that both the family an? farm cxpenditures of the
beneficiaries were increasing yearly with the former being
higher. The ultimate result was that, beneficiaries with
higher family expenditure showed lower rate of loan repay-
nment, This group of farmers alse spend luss cn their farm
operations which by implication means they buy and use less
of the medern form imputs which cculd have assisted to boost
their production (Table 5.3).
5.2 The Impact cf Credit on the Production Practices

- -

of the Farmers

The direct investment Lean Scheme has ameng its
objectives, tne encouragement of farmers te 2dept medern
technologies. 7o enable the beneficiaries under the scheme
achieve and sustain high agricultural producticn, a package
of modern methed of production is built intc the loan

propoesal. The package for arable crop preduction include



Table 5.3:
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and Loan Repayment Raote.

Beneficiaries Income/Expenditure Pattern

Average Gross | Number of Nun- Average Repayment
Inceme Distri-} Respen= Delin- | Expendi=- Rate (%
bution (i) dents ‘ quent | ture
! Respon~t ()
dents ) FnTiy )arn
*T_-,.*-“;k4
]
20 - 49 25 20 l 17 1 36
f
50 -~ 69 17 10 18 'ﬁ5 58
70 - 89 11 2 | 20 | 25 45
90 ana 10 2 50 |40 | 20
abcve |
ORGSR sl
Toutal 63 23 108 97 --
Scurce: [ield Survey, 1990.

tne use¢ of fertilizer, herbicide and labour saving methods

for land preparaticn by using tractcrs or animal tracticn.

Since the use of these inputs were nct new te the lcan

beneficiaries, the difference in the rate cf use cf the inputs

befcre and after the use «f the lcan was investigated.

Table

5.4 shows the correlation ¢ :fficients between the use of the

loan, adcepticn of medern prilucticn packages, farm size and

form inceme specified in the ccrrelativn mcdel,

The result

shcws that pesitive and linear ccoerrelaticn exist between the

use of the luvan funils and the use «f the mcdern producticn

pickage cimprising of fertilizer herbicide, insceticide and

impr.ved seets.

This was expected since the availability of

funds secured via crodit enabled the bencficiaries to adopt
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Table 5.4: Ccrrelaticn Ceefficient Between the use
vf Credit ¢n one han? and use <f Mclern

Technelogics, farm size and farm income,

- C aﬁr‘r‘el':);i.cll-'l -
Input ' Ceefficient
gt
Feartilizer (50 kg bag per Ha,) % 0.402
[furbicide {litre per da,) | 0.070
Insccticide (litre per Ha,) 0.014
Impre ved seeds (kg per Ha.) ‘ 0.3%21
Farm Incume (naira) 0.366
Work Bulls (number) -0.134
Tracter (number) -0,053
Farm Size (ha,) ~0.048
i Ko i b mecoces 1. - L

Scurce: Computaticn Based from £i:1d survey, 1(1991),

the mcdern method of producticn, The str nzer linenr
currelation exhibited by the use of fertilizer and improved
seeds with the use of loan, could be due ti the great
impirtoence farmers attached t. the use (f these fzctors
cf preducticn, This impoertance is as a result ¢f the
significant and crucizl rcle played by thes: factirs in
increasing yield and subsequently income, The ultimote
effect of ndopting these modern factirs of prcducticn is an
increéase in farmers income which 21sc showed a linear
cirrelaticn with the use of the lcon,

Hcwever, the number ¢f wirk bulls anl tractors cwned

by the benceficiaries 4id nct show 2 linear ccrrelation with
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the use ¢f the lcan. Prcobably because these items formed
part of capital items f the preject., These items have 2
linger life span and are us<d fur mere than cne preduction
seascn 28 against cther cperating inputs such as fertilizer,
nerbicide, insecticide and improved sceds which are used
during cne priducticn cycle. The heneficiaries form sizes
alsc did not show a lineor correlation with the use of the
lcan, because it is expected that beneficiaries should
cperate within a given project size during the lcan pericod,

The result c¢f the impact «f credit c¢n the use of medern
technclogies, farm size and farm income was furthor
2e¢termined through cne tail analysis ¢f variance of the
variables. To cumpare the before and after use «f the lcan
situaticns, The result is shown in (Table 5.5).

The table showed thot credit use has 2 significant
imprct ¢n the use f mudern technilegices by formers,
Fcr instance, the impact uf credit use on fertilizer and
a:zrbicide by the beneficiaries were sigrificant at cne per
cent, This was expected because, as farmers have mere access
tc¢ fund, they are able to use mire furtilizers and
herbicides as they cculd now afferd to buy them, Similarly
it was fiund th2ot the use of improved sceds was significant
at ¢ne per cent level of prcebability. While tractor use
was significant at five per cent luevel cf priebability after
aequiring credit by the farmers. Again, the fact that many
cf these farmers were p.ur in capital base, any form cf
capital injecticn will enable taem t¢ use mcre «f these

technolegies which will imprcove their yields and invariably
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One Tail T-Test Annlysis of Varisnce

Between Modern Techn logies, Farm size 2nd

Farm Incime Before nnd After use of the Loan.

Input Used

A Rk s Ra g

Fertilizor befire
Fortilizer aftoer
Herbicide befoire

Herbieide after

Animal hefcre

Animal after

Tracter befire

Tractcr after

Improved seud
before

Impr.ved sced
aftoer

Inccme baefire

incoeng alfter

Hectarage before

Hectarage after

“Source:

their incume,

N feans Stdev Meon T D.FF P

59  2.22  1.79  0.25%

59  24.40 37.6 4.9 4,5 58 0.000

59  0.63 1.05 0.14 |

59 1.56  1.86  0.24 3.35 92 0,001

59  1.9%3 1.9  0.26

59 2,63 2.18 0,28 1.82 115 O,

59 0.18  0.84 0,11

59 0.55 0,50 0,66 2,93 95 0.004
59 1,54 6,09 0,79

59 27,00 22,10 2,90 8.54 67 0,000

59  2.52 2.61 3,398

59 4469 40,78 5311 3.68 99 0,002

59 8,06 273 35

59 104 278 36 0.47 116 0.640

-

Infact, the use of crodit to improve farm

inccme wos found to be significant 2t ¢ne per cent level

of probability.

The use of eredit to improve the level of animal

pcver ¢n the farm was found to be Insignificant at both
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tne znd five per cent level of prcbability. This result
cinfirms the fact that mest of the farmers cowned and make
use of animal pwwer on their farm irrespective of their
capital base. For this reassin an additicnal source of
fund may nct influence the level of their use by farmers,
Livestock keeping is n traditicnal cccupaticn amcng the
pecple. The impact of credit «n farm size was insignifi-
cant at five per cent level of probability. This scems
unrealistic but thoe result cunfirms the fact that farmers
who benefited from the loon were net expected to expand
their form sizes within the given lean pericl, 2as a
matter of fact, they were only expected tc be mrre
intensive in pruducticn by using improved techn.logies

ti achicve higher productivity and income,

5.3 Lcoan Recovery and Delinguency Under the Scheme

o The luan repayment under the scheme was expected
to be very high 'given' that farmers cbtainel inereases
in their gress farm incomes The recovery rate however,
was found t¢ be belew 50 per cent in 211 enterpriscs
under the scheme (Table 5.6). The Recovery rate was
calculoted using the formular: h |

Lonn Reeovery Rate = Amount of Loan Rep~id x 100
Amcunt of Lian Due 1

The repayment rates under the arable prcjects are
higher than the rest of project types for all the three
years under study. The repayment rates for the arable

crups were 35 por cent, 45 per cent and 48 per cent for
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1989, 1990 and 1991 respectively, Livestick shiwed the
least performance with 15 per cent, 13 por cent and 9 per
cent in 1989, 1990 and 1991 respectiv.ly. The better
perfurmance ¢f the arable prejects was due tie the fact
that larger pcercentage -f the loan funds were useld tc
finance the (perating expenses., In 2270itiin, the lian
p.ricds were sherter which minimizes the risk of Qdefault
amcng the beneficinries, The tital yearly rec.vory rate
under the scheme 29 per cent, 38 pur cent and 42 per cent
fir the years 1989, 1990 and 1991 respactively viere not
enceuraging cither. In all cases the yoorly recovery rotes
were beliw 50 per cent,

It is pertinent t¢ ncte that even though poultry
falls under livest.ock classificaticn scientifically,
the bank classify pceultry enterprise soperately fur
easler priject categurizaticn and repoerting purpcses,

In the case of livestick pruj.ct #Zrenter port of
the lcan funds were Jevcted t. the purchase ¢f capital
items and cunstruction «f structures, witih little left
¢ finance cperating expensss., Furthermere, the lcan
perivd is linger and therefcre the risk of loan 1efault
is higher.

The ab.ve finlings ow the perfirmince (£ different
preject types in turms of lcan repayment <xplain the
reascn why commercial banks shy away from financing
agricultural enterprises, espucially livestiock farming.

The cother implicaticn for findings is that the bank has
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tc device o means of financing pricedure that reduces the
risk of default amung w.ulld be beneficiaries, Uniloss,

f ccursv, the bank is expected to render a social
service (r is lependent .n government fir subvention to
ccver cust anld write=cff bed and dcubtfull -l:bts, the
chservel recovery r-te will jeepardize the schemes!
viability.

A berriwer is said tc be delinquent (or lefaulting)
if he «r she delnys (cr fails) to hencur his or her
lcan ubligation when due,

Loan delinquency can be measured in twe ways:

i. by the number of borrowers that are Jelinquent,
ii. by the amount <f loan delinquent,

Interms ¢f number forty-five cut cof the sixty~four
beneficiarices under the scheme defaulted, This gives
a Jdelinquency rate of seventy p.r cent., In cther words,
cnly 30 pur cent of the beneficiaries met their lcan
(bli:sticn when due, Like the repayment rate the
lelinouency rate was calculated per project types under
the scheme, (Table 5.7). The table revealed that
delingquency rate in terms «f ameunt was highest under
livestoek priject, This was fclliwed by pcultry and mixed
farming prcjects, arable crep projects showed the least

delinquency rate,
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Table 5,7: Delinquency Rate by Project Types
Under the Scheme (1989 - 1991},

- r— . L A . m——

Prcject type Amcunt Due Ameunt Delinguency
(1) Reccvared Aate .
() (%)
Arable crop 373,030 160,880 48.9
Mixeld forming 52,235 13,576 7440
Puultry 21,167 4,000 81.1

Livestock 72,833 9,222 8743

. o —

Scurce:  PFuntunr ~nd Katsina Branch Gffices Munthly

Returns (1989 -~ 1991).

The high delinquency ratée observe!l unler livestock
prcjects could be attributed te the following facters or
Lr TEASLNS:

1, Most livestock projcct beneficisvi -~ whe c(btnined
lcan for fottening converted their project inte
breading cne which has higher gestaticon pericl,
This Jelays repayments,

ii. In the eventuf any natﬁral Misaster, such as
disease cutbreak o, theft livestock formors
lose more even theugh they are compelleld to
insure their uvperaticn, They alsoe recdver ot a

slaewer rate than their arable crop ccunter parts.
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iii, Absence of cumpetent man~gement which is commcn
ameng all the projects unler the scheme, was mire
critical unler livestock prdjects;

iv. The lunger loan repayment pericd usuanlly allowed
for livesteek prejects increases the risk of
dufault,.

Ve The hish ccest ¢f a2gricultural input an?! nen=-
availability «f genuine livestick feed and 2ruzgs
affect the livestock pre jects mere than the
arable prijects,

vi. The Jdwinlling morket for the end prclucts like
beef, muttin and eggs lue tc the hard ccunomic
siturticn in the country.

vii, There is keen competiticn between livestock farmers
whoe use improved method of praduction with the
leenl livestuck farmers for prlucts sales,
Pr(jeets under mixel farming and pcultry share
similzr problems with livestock prejects,
hence they nave low repayment rates,

The findings of the stuly thus revealed that
arable crep projects are mere proemising in terms of
lcan repayment and therefcre cinsistent with the

viability c¢f the scheme in the stuly -rean,
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Pr.blems ¢f the Scheme in the State

The Direct Investment Luan Scheme like any crelit

pregramme in the ccuntry is not leveid of preblems.

The most commin ¢nes revealed in the stuly are:

1.

3.

Submissicn ¢f permanent structure as ccllateral:

It is believed that a farmer ospecizlly the small
anl meCium scale farmers have ne perimnent builling
t.. uffer as security., This requircment tond to
senre away many inten’ing applicants.

Provisicn of Tittle Deels ¢n the Propuse?

Pr. ject site: This wos menticnel as a biz problem,
Farmers usually, d¢ nct hold deels on their farm
l1onls an? as such ccull nct previde them in crler !
to seek fur lean,

L.ng Bereaucrztic Proecedure in Lean Precessing and
Documentation: The bereaucratic procedure

invielve? befire the loan is approved was menticned
as a deterent tc potential clients.

Clcsely related t¢ lean approval problem is

lean deeumentation, that is, signing c¢f the lcan
azreement papers befire Jisbursement commences.

The lcoan dccumentaticn process requires that so mony
papers be submitted, The papers inclulc three years
Tax Clearance Certificotes cof the applicant,
Insurance Certificate «n the property being proeposed

28 se¢curity for the loan 2nl cunsent to ncrtgage



5.

6.

Te

8.

9

10,
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the proeperty toe the Bank, All these :lelay lcan
dicsbuwrsement and a:ll? to the cust of applicaticn
whici farmers correctly see as part o¢f the

cust of the loon.

Lack ¢f Farm Inputs: Non=availability of genuine
farm inputs especially animal feels anld Trugs ot
centrolled prices from the government or the Bank
was a big preblem in the utilizaticn . f the lean
by farmers,

Lack ¢f Timely Farm Visit: This often delny
subsequent Jdisbursement by the bank which
vperates sup.arviso! crelit system.

High Interest Rate Charges: Farmers cemplained
that the interest rate charged was tuce high in
view of the nature of the enterprise in gquesticn

{Agriecultural prcducticn),

Insufficient Loan Amcunt: Tost beneficiaricea

cumplained that the amcunt provided to them was
insufficient for their cperation,

Problem of Loan Default: This preblom was found
tc be rampant amcng beneficiaries and this is a
threat te¢ the sueecess of the scheme in the state.
Laek of Reecrls: Farmers rarely keoon farm reecrls
whien make things lifficult fir the bank.

Projact Alteraticn: It was cbserved that scme

beneficiaries 4dc change thelr proeject withcout inform-
ing the bank f.r clearance, This distertion affacts

the propesed easn flew and ultimately, the loan repayment,



CHAPTER SIX

SUMMARY, CONCLUSION, RECOMMENDATIO!N
AND SUGCESTION FOR FURTHER STUDIES
6.1 Summary of Findings

The primary objective of this study was not only
to evaluate the impact of the Direct Investment Loan
Scheme of NACB within the study area, but also to
proffer relevant solutions for improvin: its' operational
efficiency. The Direct Investment Loan Scheme caters for
medium and large scale farmers involved in agricultural
production, |

The study revealed that all the major agricultural
enterprises namely Arable farming, livestock production,
mixed farming and poultry were financed under the
programme, The beneficiaries cut across people with
different farming experience, income/expenditure
pattern, educational background and ages.

It was found that the respondents socio-economic
characteristics influenced their use of credit. For
example, the older beneficiaries were found to honour
their loan obligation more than the your.er ones while
the younger and more educated farmers adopted the use of
more of the modern inputs than the older ones,

Adoption of modern technologiecs and increase in

the beneficiaries farm income were positively correlated
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with the use of the loan., Using analysis of variance,

the study revealed that beneficiarics' income and adoption
of modern technologics were all found to be siznificant

at five per cent luevel of probability, while the
bencficiaries' increasc in farm sizes Were not
statisticzlly significant.

The study further revealed that some ent.rpriscs
like livestock fatte¥inZ: and poultry recorded very low
repayment rates while others like arable crop production
and mixed farming recorded comparatively higher repayment
rate,

In general, it was found that the delinguency both
in terms of number and the amount loaned out were in the
study area, Based on the findings of the study, it was
¢stablished that the Banks' loan recovery rate was about
40 per cunt of the total amount disburscd and due for
repayment, This figure was considercd to be comparatively
low when compired with figures obtained from similar
finoncial institutions in other countries like Pakistan,
Thailand and Indonusia where loan recov.ry rate ran;us
between 80 to 90 per cent (Insitor, 1993).

6.2 Conclusion

The study showed that all the major agricultural
productions financed under the schume were practiced
in the state by both th: medium ~nd large scale farmers.

The loan scheme cut across respondents with different
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socio=economic characteristics which nffected their
performances on credit use in different ways.
The most remarkable finding was that the scheme
achieved its major objectives as the increzse in the
use of improved inputs were found to be positively
correlated with the use of loan., This has the effect
of not only increasing farmers productivity and income
but improvement in the beneficicries'! standard of living.
Although loan repayment which wns one of the criteria
used to menaure the performance of the scheme was not
sneournging as 2 whole, it was noted that some projects,
especinlly the arable projects, were more vizble than
others in terms of rate of repayments. Indeed, with
improvement in thoe loan recovery rate, ond the steps taken
to overcome most of the problems listed 25 militating
nzainst the scheme in the stote, there 1Is a “reat
potzmtial for the scheme in making o good impact on
agricultur-l production in the state, It is thus,
concluded that the Direct Investmont Loon Schome in
Knotsina State was successful within the stated limitations
under which it is operated for the period covered in
the study. |

6.3 Suggestions for Improving Diggpghlggggpment

Logn Scheme
Having analysed the findings of the study and

¢stablished the potential benefits of the scheme,
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. the following suggestions are put forward for

improvement in the operation of the schume:

1-

2,

3

Inputs supply in kind: Availability of improved
inputs at the right time and at affordoble

prices is the first step towords the suceessful
implenentation of viable agricultural devolopment
projucts. Towards this goal, it was suggested
that the bank should provide these inputs as
disbursement in kind., -
Timeliness of Approval and Disbursemcnfz. Since
the success of ngricultural buginess (especinlly
roin~fod ngriculture) is proedominantly dependent
on the timeliness of farwm operntions, the long
procedure involved in processing investment loan
projects should be reducsd, This hns oftun
resulted in farmers getting their disbursement

at the wrong times, usunlly when the kKey operations

such land preparation and inputs purchase were over,

Sglective Financing of Projects: Aveilable
evidence indicated that some projects anppeared to
be more vulnurable to loan default wnd abuses than

othera, It is, therefore suzgested thot funding

- of these unviable projects within the study area be

de~emphasized while those project typoes that have
been fournd to be doing well should be Ziven priority.

In the same manner medium scale projucts should be
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prefored to large scale projeété ihvolving a lot

of moeney. The project type to be encournged

from the gtudy is arable farming, |
Functionil Education: There is need for the bank
to premote an aggressive public enlightment
campaign, aimed nt educating potentinl clients/
beneficinries on the souwrce ¢f and conditions for
obtaining our loanable funds. The beneficiaries

of the scheme and the banks' clientele must be made
to apprecinte the fact that the Bank's loan is not
and should not zianied a8 a "notional coke', In
cther words, clients must be mrde to understand that
NACB not conly scurce its funds frcm the financinl
market, but olsc pays approprinte interwest on thom,
Provisicn cf Adeguate Werking #acility: The level
of success in the implementaticn ¢f nny supervised
credlt system ¢n ican appraisal, supervision and
luan reccvery cperations depends cn the effective~
ness of available transport facilities and
qualified perscnnel. The Baonk sheuld empley more
staff and preovide them with adequate transportaticn
facilities tu facilitate frequent visit for lcan
recevery.

Subgidy on Agricultural Impcrts: Farm machinery

e ke i | et

and cther essential inputs such as cercp protecticon

chemicnals and drugs are becoming increasingly -

TE e e e o L Vo
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scarce and exirbitant, T¢ enable the Bank's
beneficiaries us: mere of this improved te
techncligies, NACE should ncke special case te the
governmant fir guvernment subsidy and conc=s88icnnl
tarrif on agricultural machinery and cquipment.

7. Use of Open Market Pric:s: All cimputotiong n

input prices shculd be made «n ¢pah market prices
during project fermulation, this becumes necussary
in view .f the fact that these inputs are hordly
available at the contrelled prices.

6.4 Zuggesticns for Further Studies

The findings «f this work was based on field study
of NACB Direct Investment Loean Schoeme beneficiaries.
In view of the fact that different prejuct types are
being fianced under the schome, detail studies .n the
perfcrmace of individual project types will be £ great
help in identifying their problems and in prviding
guidance «n the s¢lective preject finnncing, The studies
cn titeir viability, taking int. oo nsideratiin cost o f
Aadminigtraticn an? their perfermance in terms of loan
recivery nre higlly desirable. Ancther area for further
studics is that ¢f a2 cumparative analysis «f the schenme
with the DPirect Small Holder Lean Schome with a view to
Justifying the large amiunt «f scarce leancble funds
injected intce it. There is the need toe study the
. lugisties of supplying tract.rs, fertilizers, herbicidee,
insecticide and cther farm inputs readily at cuntrolled

prices, 2s part of the luan pnckage in kind Jdisbursoment.
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APPENDIX

QUESTIONNAIRE

Questicnnaire For Studying the Impoct of NACB Direct

Investment Loan Scheme in Katsina State.

SECTION I, (PIRSONAL PARTICULARS)

-
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G.
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NUMBER AND STIZE OF

LA BN S

NUMBER OF BIRDS AT

I O T R

s PR W

L I B R B I O B L

NLT‘[BIR O[‘“ H‘E;AT)S : CR

[ L L B

b

HOLDINMNGS : 446

LR

. - - .
LR L
R .

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

.......

L Y

FULL CAPACITY:....

------

HOW DID YOU ACQUIRE YOUR LAND (TICK):

ie
ii.

Inheritance

Furchase

[T
F A |

4 0 s 0
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114, lLease ( 7
ive Hire [ 7

Ve Others(specify) [/

K. LEVEL OF EDUCATION (TICK):
s Islamic Educaticn — 7
ii, Adult Educatiun L7

: 54 (9 Primary Educaticn /
iv. Sce.ndary Educaticn 7
Ve Abuve Secundary / 7

E ¢S STATUS OF RESPONDENT (TICK):

Owner/Prepricter [/

s o Farm Manager L7
e o Others (specify) .7

SECTION II. (FARMING PRACTICE):

a., What type of farming do ycu engage in ? (Tick):
i. Crep Farming [ 7
ii. Livestcek Farming 7
iii, Pcultry Farming L7
iv. Mixed Farming /7

b. Have you ever used cur loan tco finance ycur farming ?
Tick: (1) Yes [ 7 (ii) No [ 7
c. If yes, how much ? (Tick):
1,000,00 -~ N5,000.00 [ 7

#5,000,00 =~ #10,000.00 / /
¥10,000,00 an! above. / /



e
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Were yiu using the fellocwing irputs befire

taking the luan?:

T1e
2.
S
b,
5
6.

Fertilizer
Herbicide
Insccticide
Animal Tracticn
Tractirs
Inproved Seods,

(1) Yes /7 (i1) nN. [ 7

If yes, how much of each were you using per hectare?:

Input Quantity (eg. number of bags
litres, kg & c(xen

Fertilizoer

Herbicide -

“nsecticide -

finimal Tracticn

Tractor

impr.ved Saed -

After taking the lian how much «f each «f the

fcllewing du you use?:

Fertilizer 7 Bags
Hurbicide -
Ingsecticide -

Animal Tracticn

Tractor

Used «nly during harrcwving
«n hired basis.

Imprived Seeds
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ge Who introduced you tc the use of improved
technulozy? (Tick:)
i. Agricultural Extension Officers [/
ii, Fellow Farmers [T
iii, Pruduce Vendors 7
iv, Credit Institutien /= 7
v. Others (Specify) [/ 7
h, D¢ you have preblems in getting improved farm
inputs? (Tick): (i) Yes [/ __7 (4i) Ne [/ _7T
i. If yes, what are the prcblems?

LA B I O R I R L L R A B B I T T R ® 4o

SECTION III. (EFFECT OF LOANS ON FARMERS' INCOME)

o Y Dc¢ ycu nctice any differonce in your farm
«peraticn after using the lcan?  (Tick):

(i) Yes [T (11) Ne [ 77

b. If yes, what type of differ nce? (Tick):

i. Increase in yields [ 7
ii. Increase in farm size [/
iii. Increase in income [ _ ]
15, Qbhors (SpetiPy) v veswsvssrvig i eneese

L T T T A BN R B O B I B N BN DN D B R L T R . r

L R B N T B L B B B B B L U ¥ s @8 @



Ca How d¢ ycu rate the increase of cutput after
using the lcan? (Tick):
i, High incrense LT
ii, Mcderate inerease [/ 7
iii, Luw increase [ 7
ive N¢ Increase L7

Ve O-tnl.:-'r‘s (spl.‘.'c_if}-):..-.-..;--cuoco.o--v;oal

Qe State the incouine (Before and after the loan)

in the table below:

OUTPUT INCOME
YEAR BEFORE !LFTER [ BEFORE AFTER
1
) |
i |

3 |

* 1§

— --hov--—-:.-- -—— - J- .........-.»...-—-l-‘ s 4 a i b j — s ————— S———

SECTION IV, (LOAN OBLICATICNS)

Q. Are ycu expected to repay the lcan?(Tick):

(1) Yes /=~ 7 (ii) N [ 7

be. Are ycu able to fulfil ycur repayment cbligaticns
as and when cue? (Tick):

(1) Yes [ 7 (11) N [ 7



Ce

f.

If No, why (Tick):

i. Time allowed too short (_ /
ii. I do not gain anything / 7

e v I reinvested the money in
other verntures l:::7

iv, Others (Bpeclfy)ie.cvivsrssivaiensnes

@ @ #0488 F 8 E AR A PR RN AT AR AR e R kP aEaa

In what form do you want repay the loen ?

L B R I O I I I I I I I SN I NS
LI B L I I L L L I I I Y L N
L B R I L B B IR B B I O R I L |

How often ro credit officers care to demand
loan repayment 7

L DU TR T BT R T A T R I I L I B B I ® - s 8 s i wd

Do you dispose off your produce easily 7

(1) Yes [/ (11) vo [ 7
If No, what problems do you encounter in
TRIR TOEATAT onn s siseniias s oF bR 68 Feaeas b

LI B U B B B B O B O B O R BN N AN RN O U R DR NN N R O BN R B N AN N

SECTION V (PROJECT EXTCUTION)

Qe

What is the time lag between your application and

release of loan funds? {Tick):



Ce

& B3 w

i. Less than six miatee 7 7/

ii. One year L7

iii, Above one year [ 7
ive Others (spccify)... i § FRPREEE § bib
ees s ssnosconordeowcin R I N T BB R

8 00 6 00 808000808 iisdev st atecsovonesbos ans

Tere you given the amount ycu appliecd for?
(1) Yes [ 7 (i) No 77
If No, was the amount ziven to vcu adequate

fdr the pTOjeCt?.---.-J.-.a...-.,...-..-a-.aa...

L I I I LI T A R

flag any credit officer over visited you to
advise yeu on the use of loan? (Tick):

(i) Yes [ 7 (11) Nno [ 7
Do you need the advice of any cr-"it oificer ?
(Tack): (i) Yes /.7 (#1) No [ 7
I2 RO, WhY BOVVS eevsvrdddorovrevisevesbuseiasndio

e s F e dosnsdaceosddeaceadddoiidosseevee.rsiroensserididi

Fo o dodovadissndoscsssdddsciviisni o, vissesdoin.vdii
In what form do you get tne loan 7 (Tick):
i, ¢Cash L 7
if, Cash and kind y
111, Kind sy
ive Others (specify)ic...iv..cvuvreiiddce

. rirr s s e ddfE Vi s et srvane s rrsvavieen

s wvns veoadddoeddooreorverigrs.sesevvene



= Bk %

n, Was tae loan piver in bn: inat-lu.nt? (fick):

(1) Yes [/ (i1) ©No

e e——

/

L —
i. I’6 you employ the s.rvicas of asricultur-1l experts?
(1) Yes L7 Qi) o [T

j- If NO' Wny not?llooal»i....'llJI-.'tn!l\l‘i.'l.

# w8 & 8 0 0 v ow s vl B P e LA R R N R YT RA LN s e LN B A T B B

CEL A N B O O L R A O O DR R B U R B A T e BRI BN A

SECTION VI:
2. What are the mainr problems associated with
E'.:C'-_‘J"in"_'; 1%1}‘?..-0:-.---10& L N I T “aw

LR B N B B I RO I L A ) L BN B B O DU U T R [ B ST B B B A

e e e -
b. Do you intend to take more loans in future?
(1) Yes [/ (i11) wo /77
Ce IP Noy wWhyRenses swc wane s V% § § SRR &
cemenbesesnRii st it cesbasdoustad st rnsoninssonie
EOmE N AR W P e RS A TN E RS
(3 urtat goeneral prohlims do you <ncouvnter in setting
loan from financial institutiors?
B AR N e W8 W O B SR e N . e N RS . W

L R B R R B B T T B S B B I I

f, Do ou havi any adice to the financial houses as
)

to how best to serv2 you financially 7 FPlease
Lriefly mention sucn advice here:. (... ,..¢¢..004

[ S T O T I I T L T R I e TR I D S T N

L B T B I I I I I T T B U I B e R . T N
C R B I I *® h s mas BE e s e EE . v e e s o wae S

1iarus you.
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