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ABSTRACT

The research study was conducted to identify among other things,
why people engage/participate in Cycle"Savings Scheme {CBS) even with
the presence of modern banking facilities and services within reach,
hoy CSS are being organised and managed, and what the members of the
scheme use their returns (shares) from the saving schemes for,

The study was based on the assumption that:-

(a) the socio-economic base and cultual orientation of the rural
people and indeed that of the low income earners who constitute
the majority of the Nigerian Population would not allow them to
benefit fully from the secured and unsecured loans provided
by banks to finance any type of business enterprise they would
want to establish and manage; and

(b) that the returns (shares) from GSS are adequate, realistic,
reliable end viable sources of funis for financing small and
medium scale business enterprises.

The research method adopted for the study is survey method.
The choice of the research method was based on the fact that the
research covered a wide spectrum of the Nigerian Society with the
research subjects running into hundreds of thousands. The
population of fhe study are the proprietors/collectors of the
CSSs and the members of the saving schemes in Nigeria,

A simple random sampling technique was used to select 20
CSSs represented by their proprietors/collectors and 20 contributing
members from each of the 20 CSSs selected from Kaduna and Zaria
environments - being cosmopolitan areas with different people from
all works of life across the country and beyond. The sample size
is therefore made up of 20 CSSs and 400 contributing members
drawn from these areas. The major instruments used for collecting
data were questionnaires, interviews/discussions and observation
of the books of the CSSs. Simple descriptive statistics
Particularly percentages and frequency tables were used to analyse
the data collected for the study,

The findings of this study, reveals that majority of the
CSSs members engage/participate in the Savings Scheme for economic
reasons particularly to get some money in bulk to start and/or
maintain their business enterprises. Although the CSSs are not
registered with any government agency, majority of the CSS
proprietors have Rules, Regulations and Procedures as legal tender
governing the CSS matters to be strictly observed and complied
with by both the members and the proprietors. Inspite of some
problems associated with the management of CSS, both the
proprietors and members of the saving scheme believe in the
viability and reliability of CSSs as source of funds for financing
small and medium scale business enterprises.
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EFDNIPTON OF TEEMS

Sad and Doubtful Debts - 4 mgtured debt that for one reason o

Banlierts Uni+ Fuad

Canit+al Investuent

Central Bank

=
o

}-

cate of Depoailts

Colla \_eral

Commercial Bank

iuting Member

the other has not made rood yield either
in principal or interest or both.

Bank's specifisd liquid assets repayechle
on dc"lun«.l and wzeful for mopping up
excess liguiditing in the beamkinz system

A situation where the funds meant Tor 3MI
are directed o other areas

Al investment on land, building, machineexy,
equipment and worling capital.

Nigeria's appex bank responsible for
supervising banking systens, regulating

the nation's supply of uoney and credit,
regulating and develering mcncy and cardtal
maxrket in the country and acting as the
g;ovarm&t‘o bankers

Negptiable and Non~Negotiable certificate
of Deposi+s meant to serve as inter-bank
debt instrument whose mzturdty range from
30 months and are +o fooilitore merchant
benlis? access +o the reserve of funds in
the commercial banks,

Valudble item/asset tha* a debior pledmes
agzinst the non-pgyment of the credit,
ABsets ave used as collateral and in rare
Cases and insurance policy,

Pinzncigl institution licensed to undertazke
retail banking serviceg %nrcuu.. braach
networks and operatc with a broad deposit
base consisting mainly of demand and termn
aenoslm at well aS traznsaction accounis
such gp savings, current end term acCountse

Member of savings scheme, club or s ictye.

Small and pedium scale industry usually
eptablizhed in the rural and seai-urban

arcas and.usually owned by an individual ,

family, group of individugls or locol
COMIITL LY o o



Credit

Cradit Control

[ %]
3

{

Creditor

vcle Savings Scheme

1) -
}

redit Policy

v
Leoan receivec by an enirepreneur or scicohe

to be repaid at a specified time, usudlly

at a Cost and under specified conditions
concerning repayuent. It's dlBo a means
by which an eantrepreneur is able to acquire
goods and services agginst a promise to

Yay later.

Uredit appransal end adninistration in

a banlk.

Bncoupasces credit anzlysis, approving
fund disbursement and loans, mormitoring +to

ensure repgyment of not only +he principe

but dlsg +the interesk rate.

Phe person or institution that is granting

the credit in goods zad serviees or value

tc the other party.

System wheraby a group of individugls not
necegsarily having the same cconowic level
nor socio-economic tonds jointly contribute
part of their earnings to provide +hemselves
with credi; at a roasonzble interest rate

or conijribute gpecificd mmount at ggreed

o~

refular periods for the purpoze of

b F

amounts of fixed

(4]
s

contributing spegifi
period whereby the money so collected &t
each of +he periods will be given +o

a contributing member on rotation until

the ¢icyle is completed.



Credit

Credit Control

Credit Pdlicy

Creditor

Cycle Savings Scheme

xiv
Loan received by an entrepreneur or sofcone

to be repaid at a specified time, usually

at a Cont and under specified +ionsg

L1
L]
et
E

concerning rengyment, It's &loco a means
by which an entreprensur is gble +c acquire
goods and se~vices against a promise to

pay later.

Crodit sppra.sdl sad aduinistration in

a bonlc.

Encowpasses credit analysis, approving
fund disbursement and loans, mopitoring +to
ensure repaysent of not only *+he principal

but dlsg +he interest rate.

- .

The person or institution that is granting
the credit in goods zad services or value

to the other party.

System whereby a group of individuzls not
necegearily having the same ecopomic level
nor socio-econcmic bonds join+tly contribute
part of +heir ezrnings to provide +hemselves
with créd:l’.: at a roagsonahle interest rate
or contribure gpecified amount at agreed

o]
reqular periods for the purpose of

4y

contrituting spegified amounts at fixed

period where

%

by +he mongy so collected ak
each of +he periods will be given +o
a contributing member on rotabion until

the cicyle is completed.



=2ily Savings (Adashi)

Development Bank

Sconomic Development

fd A
ey &

& fate.

nntrepreneur
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iloimal system of saviag whereby interested

W ilt

person contributes or deposits a given amoum
at a mutuglly agreed gpecified time to be

collected at « given pericd of +ime.

The person or inasti+tution +o vhich credit is

granted either in goods or value.

Inability or failure 0 repay lozn collected
from bank or money lender hen due. Inability

to meet promised obligation,

Bank established +o fill gaps created by
Commercial and Merchant banks in catering

for low income, low savings and insdeguate
investment in the society 50 as +o prougte
national economic development especially by
directing atten+ion to particular socio-economi
sector and projects, Also, it's a gpecialised
financigl institution established to provide
medium, shor+ and long-term capital for cone
specific purposes such as industrial development,
Contimuing .social protess leading "0 a

i

progreseive increase in average output per head

giong the people in a society. Also, it is
a rapid @d sustained rise in regl outpu

per head, »

=

A person who +ae industrial risk with the

hope of making profit.
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Actual funds available to meet+ certain
obligations or +he provision of money at
the time it ig wanted/needed +o execute

certain plans/pro jects.

Formal Financial Institution = Organised or structured institu-

tionalised {inancial market/banks such as
Commercial, Merchant, Central and Development
banks, Insurance Compgnies, Security and

Exchange Commissiop, Nigeria Stock Exchange.

Infommal Financigl Institution -~ Informal copital market much as

Insurance Companies

traditional suvings and credi+ societies,
venjures, schemes, money tender, revaluing
loan scheme, locsl credit+ associations,
thrift and credit+ cooperaztive society,
cycle savings scheme, consumer cogperative

societies, etc.
Insurance market+, middlemen, agents, brokers.

the price paid for credit or loan received,
the price paid for the money lent or rental
naynent for +he services of mongy over aomle

time period.

Interest payable on loan,



Investmen*

Investment Company

Lo=zn

Loan Limit

Herchant Banks

lloney Lending Scheme

xvii
Process of exchanging income during a
particul ar period of +ime ifﬁ:r_ﬂpsset
! bk -
that ic expected o produce earnings in

a future period.

Financigzl organisation that pool funds of
their chareholders and invest t+hem in

a divergified portfolio of securities so
that each ghare of +he company's stock
reprogents a fractional interest in the

portfolio.

Credi+/money received *o be repayed at

a given time,

Maximun loan Lo de ?ven at o given period
i

of +ime.

Licensed banks +o undertgke wholesale banking
and operate from one or a few branches in the
main comwercial centres of the society for
the provision of such services as loan
syndication, equipment leacing and banking

seivices,

A system whereby an individugl loans a given
amount +o the needy for a given period of
time to be returned with some interest on
loan. A traditional counterpart of modern

redit institutions. :



Participating Banks

Necources

DNeveluing Loan Scheme

il
e

Smzll Scale Enterprise

xvili
Commercial and werchant banks *hat are
engaged in gran+ting loans toeligible
%

4 f
entreprigee and/or projects under a given

scheme guch as NERFUND and FEAP.
Money, Man (Labour) and materisls.

A savings or credlt gystem whereby money
contributed is given +o a member at *he
end of a given or prescribed period and
terminatos when every vorticipant or member
receives the sum of contributions of &ll the

nembers.

A measure of returns on investment including
*he probability of returns or danger *hat

is esssotiated with a buminess.
[ ]

Village industry, mini-firm or industrial

firm wit+h up +o 50 employees, usually owned

by family uni+ of 1=3 or more people,
associations, cooperativeg. It could be

small fizm, self-ocmployed firm in non-
gtructured sector of +he economy carry ocut small
scale nop-manufacturing activities in
construction, traneportation, maintenance

repdirs, ‘rade, etfc.



>ax
Stringent Loan Condition A situation where S-Es are required *o

satisJiy extra lo.31 conditions laid down by
x ok 1 it (

banks in order to narrow down *he number of
, borrowers in line with the limited available
resources. The conditions include demand
for collateral, mortgage floating charges,
personal guarantees, etc. to reduce
probability and cost default.

Tenor Repayment. period.

Thrift and Credi*- Cooperative Society - An informal financial market/
institution usually constituted by, say,
friends, relations, people of the sane
profession/trade for the purpose of
accumulating funds through members’, regular |,
savings and deposits into a common fund for
lending to *+e need3” member or trussed
persons at a reasonable low rates of
interest thereby providing cheap credit

for provident and productivity purpose.

Unemployment Inability *o Eaih/be employed.
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141 The concept of 'Small and Mediur Scale Enterprise!

There is rarely a universal definition of the term *'small
and Medium Scale Enterprise (SME). It is asseried bhat Chere
are about 70 different definitioss of gMss in about 50
countries, The definitions are largely a function of the
perception of the socio-economic level of ¥he countries; levels
of industrial developmenl, and functions; and composition amd
objectives of Che exferprige. Tie defimifions are aleo affected
by the periodie changes of the rising sosts of factors of
production/equipsent s, exchange rate of the local curr&ncy,

wages and galarieg, etc.

In guastitiative terms, the definition of gMEs could be
said to be a function of the number of employees of the firm;
fixed assets; twnover/irade off; and other related parameters,
However, in the qualitative termu, it could be a functiom of
such factors as the capacity and _.evels of decision making
processes (depending upon the nusber of individuals involved)
and the degree of delegation of power im the mamagerial functiong

of the enterpreasur.

However, in the cotext of this s udy, SME is conceptualised
as an organised ssall unit of enterprise with about one to S0
euployeesg; a rather tiny artisanil or cottage unit enterprige;
and an organised mediun scale enterprige with up to about 100

enployees.



1¢2 Background of the Study

Developing countries such as Nigeria are parenially eugaged
in finding ways and means of euhancimg the developmext of their
economies amd, more importartly, their industrial base.

Apparently, rapid economic developser has been alsmciatod with

the level of imdugtrialisation of a country., Therefore, for a
country to realise its goal of econamic development as

a by-produet of indugtrial development, the fimancial potentials

of the individuals im the society need to be promot ed for
confidence-building and bett er entreprenecurship among the citizemry

even at the grassrocts level.

i

successive governments of Nigeria have attempted to improve °
the economic development of the nation and indeed that of the
citizenry through the establigment of different type of programmes.
These include: Operation Feed the Nation (OFN), Green Revoclution;
Better Life for Rural Women; Family Support Programme (FSP), and
currently, ‘Fanily Economic Advancement Programme (FEAP)e. Inspite
of all these, becauge the econamic development efforts are affected
by such factore as non-compet ence or near absence of better
entrepreneurship and manageneit acumen; shortage of sikilled labour;
poar or noneutiligation of modern t echnology and techniques of
production; and above all, capital, the govermerts have establighed
Development Financial Ingtittions to assist in providing a sound
finai_x::‘u:il. system for the stimulation of rapid econmmic growth.

3 r
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Ihe establishmern: of develomment fimancial institutions
(Development Bank) is considered a:Z furenue for addressing the
shortcanings of the commercial financial instituwions
{(Commercial Banks) in addressing the finmancial needs of 3MEs;
farmers; artisans; one-man business venture, Family business
enterprise; petty traders, exporters and importers; etc. It
is believed that econanic development owes much to this sector
of the econamy which caters for over 45% employmernt opportunities
in the economy.

Modes of Financing SME'S
Develomant_Mq

The basic objectives of Developmert Banks (DB) include:
the provision of ghort, mediun and long-term finance for
productive investment s and provision of technical advice
necessary to formulat e and carry ow such investmens. The
investment s are conceived of as catalyst to the creation of
new assets; expansion and modernisation of exiefing assels
for the creation of greater and better employnent opportunities,
enchanced goods and services ag well as income generation

capability and capacitye.

gcome of the developrernt financial institutions
established in Nigeria to support govermert efforts in econamic
development and that of the citizemry capital base include:;
(i) nigeria Agricultural and Cooperative Bank (NACB);
(14) Nigerian Industrial Developuert Bank (NIDB);
;;f;(ii*) National Econamic Recoustruction Fund (NERFUKD);
(iv) nNatiomal Directorate of Huployment (NDE);

(v) People Bank (PB);
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L
(vi) nigeria Bank for Commerce and Industry (BBCI); and currertly

(vii) the Family Economic Advancemernt programme (FEAP) .

Similarly, committees in the country are encouraged to
establish Community Banks (CBs) particularly in the rural areas to

facilitat e easy access to fimancial resources.

Small and Mediun gscale Enterprises

There is o doubt in the fact that small and M deum scale
business enterpriges/industries serve to create employmeznt
opport unities; mobilise local resources; reduce rural-wrban
migration; and ensure fair distribution of industrial eat erprises
in different parts of the country. The 3MEs have been found to
be less capital it ensive, economical in tems of use of scarce
resources; have shorter gestation period; yield quicker returns
on investmernt ; facilitate balanced development due to easy location
in rural, semi.urban and wban enviromment; and a fair

guarant ee of fast growh and development of indigenous techmology.

From administrative perspectives, the mamagenent of SMEs is
reasonably less demanding than the large scale emierpriges. The
SMEs are handy in composition. Thus, they are seeningly less
management int ensive, flexible and adaptable to product and

services changing demands vis-a.vis the large scale e erprises.

The salient role of gMEs in the overall developmert of the
Nigerian sconomy has been recognised by the successive govermerms
offtf:"g country since independence. This is depicted in the

goverment's various industrial development plans and prograamess
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In the Second Development Plan of 197074, about #0.8 million
was allocated for the establishment of. industrial Development Centre
(IDC) in strategic locations of the country to provide extension
services in form of technical advice to sMEs. About #20 million was
allocated for the establishmen: of amall scale credit schemes in the
Third Development plan of 1975-80. The amount was increased to about
#295 million between 1981-85 to boost the small scale industrial
credit scheme. gSimilarly, the state goverments coxribute their
quota annually to the scheme. This is in addition to the industrial
and finance houses they have establighed to boost gMEs in their

domain,

Formal Firancial Arrangement for Fimancing SMEs

Apart from the Development Banks established by the Federal
Goverment to asslg in the development of gMEs in thalcou:try jjn
direct reaction to the inadequacies of the commercial banks, other
major funding arrangements for the establishment and development

of 24Es have been made. 3uch financial arrangements include:

(1) world Bank assisted gmall and Medium Scale Enterprise
unit Loan gcheme (WBSMEL);
(ii) African Devé]op:en‘.: Bank assisted export stimulation

Loan Scheme (ESLS);

(iii) Central Bank Rediscountirg and Refipancing Facility
() '
(ir);;‘_ Trade and Investment Loan from the World Bank (TIL);
(v) Bank equity participation in Nigeria emterprises; and

( vi) European Investment Bank line of credit (EIN).
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Besides, in order to facilitate the spread of banking
facilities and services to the nook and corners of the country
for all and sundry, the Federal Govermmemt introduced the rural
banking scheme in 1977. The schese is planned to encourage
banking habits in the rural and sub-urban areas; mobilise
savings in the rural and sub-wrban area sor rapid socio- \
economic gro\.l:lh in the areas; Lransform agro econamy of the
rural areas through the provision of investmert finance; and
create enployment in the rural and sub-wrban areas so as to

cwrb rural-urban migration.

In order to enswre the survival of the rural banking schexe,
commercial banks are required to establish branches in rural
areas over a period of time., They are also to disburse certain
perctnetage of their mobilised funds as loans and advances in
their areas of operation, By 1990, about 762 rural branches were

established across the country by about 28 commercial banks.

The deposits mobiliged by the rural banks in Nigeria rose
from about #131.2 million in 1983 to about 8.3 billion in June,
1991. (CBN: 1990). The loans disbursed alpo increased from about
#ith 4t million to about 5.1 billion during the same period. To .
some extent, this development points to the fact that rural banking

scheane in Nigerxia is seemingly a worthyhile venture.

‘The effort of the rural banking scheme hag been further
bmﬁtéﬂ with the establishment of People Bank of M geria (PBN) and
Community Banks (CB) across the mation in Octcber 1989 and December

1990 respectively. This is to promote rapid econamic growh at the



grassroots level with the active participation of the local

comunities themselves, In the same vain, the Family Economic

Advancement Programme (FEAP) has been established in 1997 as

an off-shoot of the Family Support Programme (FSP)e The

purpose of the FEAP is tog

(1)

(11)

(iii)

(iv)
(v)

(vi)

provide loans directly to people at ward levels with
the capital needed to set up and run cottage

et erprises;

creat e opportunities for the training of ward.based
business operations;

encourage the design and manufacture of appropriate
plamts, machinery and squipme:rt ;

¢reate employment oppo:.'tunil;iefs.at ward levels;
encourage producers at ward levels to form cooperative
societies;

and promote production and development consciousness

in the Nigerian society.

By and large, the foregoings presuppose that the basic

objective of development banks and the rural bank branches

of the commercial banks in Nigeria is to provide banking

facilities and services to all and sundry, particularly the

peasant farmers, rural men and women; SME enirepreneurs, roadside

mechanics, coblers and other numerous types and cat egaries of

trademen and women as well as artisans in both rural and sub-urban

areaaf.-';l'rhi;g,ia to emhance their socio-economic sgtatus.

Consequently, this will emable thew comribuwte their quota in the

overall economic recovery and sustaimnuble develogment of the mstion.



1¢ 3.4

It is believed that their level of political invelwement in

the socid y is a byproduct of the level of their gocio-
economic base.

Traditional/Informal Financial Arrangement For Financing SME

The formalised systemg of mobilising funds for investment
purposes through the convertional banking sydtem in Nigeria has
been preceeded by other Lnstitutional methods such as; the
Federal savings Bark (formerly the Post Office Savings Bank);
Development savings Certificat es; stamp savings Cards;
Cooperative Thrift and Credit Societies etc. To some exiex,
these have assist ed to mobilise rural saving where the
inhabitamts are i3l at:ached to their traditional custoas

of doing things;

The impact of thess financial struct ures/arrangenents on
the less privileged, pariicularly in the rural and sub-urbaa
socie ies, could perhaps be said to be attributed to formal
financial ingtitutions' :imaccessibilit y to most of the rural
dwellers such as the famers, hom‘uf.ves, petty traders,
tailors, craftsmen and wmen; weavers, artisans, etce The need
to take to all the formal.ised systems and procedures of securing
loans and other gervices from the modern fimancial institutions
could, perhaps, have disiouraged the rural people from utilising
the; services and faciliti.es of these fimncial institu:ions
eveln:;hei'o they are available within their reach, The level of
their literary and socio-.cultural exposure could also be other

factors iphibiting their utilisation efforts.
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Unfortumat ely however, the rwal societiea constitut e the
great er proportion of the country where there is abundant human
and natural resources untapped. gubgbantial amourk of capi;'.al
is required for investmemt in the rural and sub.wurban areas to
emhkance their living standards and the overall econmic development

of the mation.

Traditional/informal financial institutions such as the
Thrift and credit Cooperative society; Cycle Savinga Scheme/Club;
money lending; revolving loan schemej local credit associations;
consumer cooperative society, etc. exist in Nigeria long before
the advert of the formal Modern fisancial institutions (banking

systess) in 1892,

Though unsophigticated, the informal fimancial arrangemerts
are purposely established to cater for the socio~econamic needs
and growh of the people, The institutions are seen by the
menbers as catalyst for their economic independence growth and
prosperity. The money saved through such financial arrangements
are usually invested on such projects ass agricultwral and animal
husbandry production; small business ew erprises, particularly
petty trading; offsetting debts and liabilities; prevemtion
againgt unforgeen financial problems, meeting fimancial commitments
at festivals, cvltural ceremonies and religious festivities; and
prevention against exploitations of the money lenders who often

charge high imerest rates on loans, etc.
- b =
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The Cycle savings scheme

The Cycle savings Scheme (CsS) is a mutual conmtribution
sociely/club organised by a collection of individuals usually
for the purpose of contribuwing specified amounts
at fixed periods whereby the morvey so collected at each of the
periods will be given to a comribuing member on rotation
ut il the cycle is complet ed, The membership of the scheme/
club tend to ¢t across all egocio-economic strata of the
society ranging from farmers; hougewives; traders; tailors;
businessmen and women; hawkers; artisans; students; whit e !

collar workers, ec.

Mot of the CsSs tend to have fixed membership vhere mo
new extramt would be allowed irto the scheme until the cycle
is complet eds The membership composition could however be
‘open' to all and sundry in the socie y irrespective of the
would=b e menbers' socio-econamic, cultural and religious
backgrounds. However, the mamberghip of some of the CsSs could

be fclosed' to particular group of people in the community,

The informal fimancial institwkions, particularly the CSS
are found all over the Nigerian society, especially in the
rural and suwb-urban communities. The zame gituation applies
inmost of the African and other developing economies of the

worlde Im Nigeria for instance, the CSS is referred to as
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'Esusu or Ajo' in Yorwba communities; 'Isusu or Otuwtu' in Ibo

communities; 'Osusu' in Edo communities;'Adashi'in Hausa communities;
'Dashi' in Nupe canmunities; 'Efe' in Ibibio communmities; 'Oku' in

Kalabari I jaws communities, etc.

The CSS in Nigeria are similar to the savings organisations
in the rural communities of other countries, though with different
remes and gtructuress They are called 'Ketu' in Negri sambilian

Malayas; 'Cheet' in the Mawitian and Indian commumities; 'Kountiv

in the Maori Communities in New zealand; and *KE' in Eorean
societies, (Okorie: 1976).

Despit e the availability of formal finmancial institutions
particularly in urban and semi-urban areas, the indigenous methods
of saving funds for socio-econcmic purposes still flourish.

(Osaze (1993) remarks that, "the presert ,practice of superw
impoging modern urban based financial institutions and practices
on traditioml values and processes has proved rather unsuccessful
in Africa because of the lack of understanding of fraditional
African values regafdi.ng savings and iovestment, West ern-type of
fipancial techniques and procedures are often transf erred en bloc
to rural areas by the rwal branches of modern urban-baged banks
with little success. In many cases, the banks end up competing,
albeit unsuccessfully, with traditiomal rural savings, thrift and
credit institutions at high cost when in fact they should be
cmrp}qunting and serving as downstream collecting advisary cemtres
F

v

for these grass roots institutiors.



12

St at ement_of the Problem

Since time immemorial, monetary saving is seen as relisiVie
and viable way of maintaining some financial reserve to be used
wisely at a much later date when one is in dear need of money/
capital to execute and undertake some vital projects. The
savings scheoe gives the contributor some measure of self
confidence and economic independence especially from the money
lenders who keep people perpetually in debt or poverty due to
hi™i interest rate charges. It also serve to control one's
financial destiny and plans* The savings scheme is similarly
conceived as an inccme augnenting channel from whose proceeds
(shares) could be used to engage in various types of business
endeavours such as petty trading, agriculture and animal
husbandry, etc. or even a source for maintaining family and

taking care of accidentals, etc*

In developing countries such as Nigeria, the traditional
system of saving money has gradually been transformed through
the mobilisation and modernisation of rural savings in fonas of
Post Office Banks (later Federal savings Bank); Development
Savings Certificate;, stamp savings Cards; Corporate Thrift ana*
Credit Societies; and modern banking system of different types.
The banking system allows the customer to deposit money either
in the Current or savings Accounts to be withdrawn at will. The
customer can also secure loar© in forom of credit line after

satisfying the bank's conditionalities.
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The three major type of banks operati

. ngm Nigerla are:
Commercial Banke; Development Banks and Tndustrial Banks., The
services provided by the banks include the provision of savings
and curran 'acconrta to customers, and the provision of Credit
schanes (loans) for diversed purposes suchh as business enterpristng,
housing schemes, etce Unlike the current accounts, a customer
enjoys some interests when maimtaiving savings account. The inf eredf
is however a function of the size of the account and the policy of
the bank, | q .
The two bagic typea' of credit (loans) provided by banks ares
(i) Secured loans, whore the bank obtains some protection
over and above that afforded by debtorts sipgnature on
the not e; ar;.d i
{ii) Unsecured loans-usually granted to reputable cudtomers

without necessarily pledging any security or collatoral,

The clagses of loans provided by modern banking institubions include
loans for: business; agriculture; purchasing and carrying securities;
mart gage; cughomer real ectal e, loans; ete.

The credit facilities/lines prc‘:vf.ded by banks are aimed at
asgigt ing the beneficiaries with some capital with which to recoup
or undertake some kind of ventures. The conditionalities attached
to bank loang, particularly %he secured loans, such as securities,.
collatorala; & ce have made the acquisition of the bank loans
(Q_.‘éﬂts} even more difficult among the rura) dwellers as wall as

G-

amol & the low-income earners. These crop of people are usually not
[ S I i
v t\%‘,"-. . !.\-:- o

bank customers and t".hoy congtitut e the majority of the population

of the Nigerian socl & y.
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Thus, because the socio-economic base and cultural
orientation of the rural people wuld not allow them to easily
enjoy unsecured loans usually benefitted by reputable bank
custoners,tze most realistic and viable option left for them
is the traditional /informal financial arrangemernt 5/systems, such
as the Cycle savings gcheme, where gpecified money is deposited
at regular it ervalg to be collected (as proceed/share) by the
individual contributor alsoc at fixed times on rotatioml basis

until the completion of the cycle.

19 Research Questions

Thig study aims at answering the following research

questiong. vizs

(i) why do people engage/participate in Cycle savings

Schemes?
(ii) How are Cycle savings Schemes organised and managed?

(iii) what do memberg of Cycle savings Schene use their

"returns (shares) from the, gavings schene fory

(iv) How realistic is the Cycle saving Scheme as a viable
and reliable source of funds for fimancing gmall

and wedium Scale Business Enterprises?

146 Objectives of The gtudy

The objectives of this study are tog

(i) didentify why people engage/participate in Cycle
i ; Saving Scheme even with the presence of modern
e :

banking facilities and services within reach;
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(ii) determine how Cycle saving Schemes are being

organised and mamaged;

(iii) didentify what the members of Cycle savings Schemes
use their refurnsg (shares) from the saving schemes

for;

(iv) idemtify how realistic 15 Cycle saving Scheme as |

a reliable and viable source of fimancing small

and mediun scale business enterprises; and

(v) suggest realistic ways and means of enhancing the
organisation and management of Cycle saving Scheue
go as to ensure it s viability and reliability as
a source of funds for fimancing swall and medium

scale business enterprises.

1.7 Basic Assumptions

This gtudy is based on the assumption that

(i) the socio-economic bage and culbural mriemtation
of the rural people and indeed that of the low-
incane earners who constitute the majority of the
Nigerian population would not allow them to benefit
fully from the secured and unsecured loansg provided
by banks to finance any type of business enterprise

they would want to egtdbligh and manage; and

(ii) the returns (shares) from Cycle saving Schemes are
realigtic, reliable and viable sources of funds for

financing amall and medium scale business enterprises.



1.8

1.9

16

significance of the study

It is truism that there is general decline in econamic
performance globally in recent years. The most affected nations
are the developing economies such as Nigeria where the finpancial
bage of the econamic sector including that of the citizemry is
declinming at a very considerable rate., The situation has been
worsened by the negative effect of inflation and decliming
purchasing power of the local curréné:y (Naira)e The concomittant
effect of these, despite the ameloriating st eps taken by
successive govermments, is the cortinued poor performance of the
econcnic and productive sectors of the econamy especially at the
micro level. People are inareasingly being umable to save from
their meagre income and are also unsble to cope with the
stringent credit (loan) conditiomalities of the banks to med

their financial obligations and coomitment s,

This study will therefore gerve as ’catalyd: to solving
problems associated with relying on infomal /Araditional systems
of financial arrangements, such ags the Cycle saving Schene, as
a viable and reliable sowrce of funds for financing SME or rather,

any type of venture requiring some capital.

Scope and Limitation of the study

The study covers the place of Cycle Saving Scheme as & viable

and reliable source of funds for fimancing small and medium scale
b‘uq:r:.:_nesa enterpriges in Nigeria. It is however limited to the
= _

responses recorded from the questionnaires adninisfered on the

respondart s and from the ixferviews conducted as well as the
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researcher's personal observationsg of the records of the

saving schemes studieds

 p—
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Chapter 2

20 Introdauction

This chepter deals with the review of selected and related
literayure on financing @mall and Medium Scale Enterprises (SHE),

The selected literature for the study were reviewed and presented under *

the following headingse

2s1 The Concept and Definition of Small and Medium Scgle Enterprise

2.2 Business Entrepreneurship '

2s3 Cloessification and Choice of Business Enterprice

2t Characteristics of SME

2¢5 The Nigerien Economy

246 Government Policy and the Place of SHEs in National Econowmy
2.7 Financing SHEs in Nigeria

2.8 Conclusions

2.1 The Concept gnd Definition of Smzl] And Hediwm Scale
Enterprice

There is rarely a world wide acceptzble definition of the concept
'Small and Medium Scole Enterprise (SHE).! The definitions are

mostly a function of:

i) The size of the business establishment ' i
ii) The type of industry or business enterprise under consideration
iii) The developmentzl stage of a country's econony;

iv) The capitsl base of the enterpriuve;

v) The size of the workforce of the enterprice;

&8 .

vi) The i';:rel 'of investment in the enterprise;

vii) the exchonge rate of the local currency of a country; etce
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The definition is scemingly reviewed periodically to reflect the
exigencies of the prevailing wapes, salaries, costs of equipnents

and exchange rate of a country's currency.

For instance, using the level of investwent and employment to

define SMEg, some countries define it on the following baosis as in table 1.

Table 2.1 Definition of SME By Country

Country Investment ceiling Employment ceiling
Japan 100m Yen

(US g85,000) 300 Employee
South Korea 500m, Won

(us 733,000) R "
Indonesia 25?;83;‘:%; lio restriction
Philiplines im. Peso

(us g4+5,000) 99 employces
India 3«5me Rupees 0 N

(US 250,000) No restriction
UeSeAe No restriction 99 employees
U.K. o restriction 199 employees
South Malysia 250,000m,

(US_2100,000) No restriction

Contrarily, the Chinease define small scale industry based on

output level. For inctance:

Industry Qutput
Iron and-'Steel Less than 10,000 tonnés peas
Amnia::_ﬁ* : | less than 44,000 tonnes p.a.
Textilésr | Less than 25,000 spindles

Cement Less than 200,000
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e
The International Labour Organisation (1973:50) defines small
scdle business enterpriese as .1l firms carrying on swall-scale,
ron-menufacturing activities in construction, transport, maintenance
and repairs, trade etcs Whereas the Coumittee for Economic
Development (19%47:14) considers a buziness to be small if it has at

least 2 or more of thege key features viz:

1. Management is independent. The manager being the sole owner.

2e Capitel is supplied and owuership is held by an individual or a
small groupe.

3+ The area of operation is mainly local. The workers are owners
and in one home, community and markets need not be locals

Lk, The business is emall when compared to biggest units in its fielde
The size of the top Lracket varies greztly oo that what might
seem large in one field would be definitely smell in ancthier,

5¢ Has smgll share of thie market and conmunity influence gize of
the market. e

6. The Chief Executive generally participute actively in woct levels
of decision waking process and day~to-day operation of the firms,
usually with inadequate specialist support at managerial level.

7« The Chief Executive ¢ be known by all employees of the firme

Presumably, possebgion of these features by a t;, ol small. e
business enterpripe yill vary with the prevailing circumstance

of the enviromment of existence and otlier problems associated
with' the estcblichment, munagement and operative of the
enterprise.

'The defipition :nd categorisation of business as being small,

medium or large will alsc depend upon the perception of the



observer. Broom and Longenecker (1975:2) reumark that the same :
]

buginess may be described as snmall viien compured to larger inclitutions

and as large when coupared to small firmse, Firuws can therefore Le

considered as being large or small depending upon one's criteria and

point of view, Thus, Broom and Longeneckerts criteria for deterwining

business size includes values of sales, type of ownership, number

&

of employees and/or o comparative study of its couwpetitors.

On the other hand, in defining the size of an industry as to
whether it is swall or large using cales velume and the number of
employees, Baunback and Kelley (1973:5) observe that The Small
Business Administration classifies a wanufacturing enterprise as
small if it has 290 employee or laogse. Tlowever, in some iadustries
even a plant twice this size must be regarded as small when compared

with the larger plants in that industry,

The World Bank defines snall and medium scale enterprises
as those with fixed assets (excludiiiz land) plus lost of investment
of project that are not more thon #10m (in constext 1988 prices), However,
the African Development Bank (ADB) dotines 56 undow its Bxport Stimula.
tion loan Scheme (ESLE) pro. raime as tiat whose total investment
excluding the cost of land does not exceed US F6.%5m or its

equiyalent.

The definition of SME in Nigeria has dlso undergone series of
revisions over the yeqrse In 1973, SIE initial capital investment
ceiling was pegged at 60,200 while the cnrrent ceiling as contained

jo.. Bl

in the Blue Print of the Nigerian Industrial Policy is betwcen

H100,000,00 to about H2m, excluding land and building, but ipcluding



working cgpitale. Contra.rily_, while the Central Bank of ligeria
(CBN ~ 1985:8) in its credit guidelines to Commercial and lerchant
Banks defines SME a5 one vhose capital iuvestrment does not exceed
#0,5m (inclusive of working capital ond land) or whose ‘annugl
turnover does not c:cced H2%m, the lintional Economic Reconsiruction
Fund (NERFUNDJ defines SIE under its scheme as that whose total

cost of new investaent is up to but does not exceed K10 million.

The suall Scale Industries Division of the Federal llinistry of
Industries (1985) define Small Scale Industries (S5I) as any
manufacturing, processing or service industry with capital investment
not exceeding #150,000 in maclinery and equipment. Thig definition
could however be aflfected by inflation which could muie high
investment levels or large firm to be comparatively amall at a later
period. These varying definitions of SEE in the liigerian context
point to the fgct that there is flexibility though, within specified
ranges of the investment levels of the enterprises. This has
implication on the study particularly as it relates to the actual

concept and definition of SHE within the framework of this research,

From the forepoing, in the broadest term and especially in the
Nigerian perspectives, SUE could be repgpyded as business cuterprises
such as the industrial firms wvith up to about 50 employees; Family
unit enterprise owned by 3 to U people; village/cottage industries;
co=operafive or association owned business enterprises/companies;
owner-operatbr enterprice; miniefiruws; and self-cmployed business
enterpf-‘:iée i? the non-structured sector of the economys The concept
of SME W algo iuclude guall firmoc engared in suall scole nNone

manuf acturing activities such o5 construction, transportations



haintenance and repdirs; petty trading; retailing and wholesellings

etc, i

Within the .context of thig study, SHE is considered to mean such
business enterprises as cottapge/village industries; mechanical
workshops; retail, wholesale and petty tradingg shoo-maldng; weaving;
knitting; soapmaking; carwashing; proprietorshipl family-based
busipesses and others whose activities may involve one or more

persons with sole owner-based cgpitale

2+2 DBuginens nrencurshi

One is said to be an entrepreneur when he/she has the capacity
and ability to identify and evaluate buginess opportunities;
gather all necessary financial, material and human resources; and
initiate appropriate plans and actions to successfully take

advantage of the avuilable opportunities.

Klatta (1973:1) describes an enirepreneur as a risk taer; a man
(and women) who braves uncertainty; strickes out on his (or her) own
and through nature wit, devotion to duty and singleness of purpose,
somehow creates a business ond industrisl : ;ctivity where nore exist
before. However, Schumpter (1930366) sees an entrepreneur as an
individual or a group of individuals who either undertal:e the
responsibility of maling innovations in the economy (such as

introducing new pgoods and services, new methods of production

or of distribution, opeuing a ncw market line; developing a new
gource oi-';.; Bu%ply of rav materials, etc) or carries oul a new
!"#“_v riw 4

organisation of any industry., Nwachulcwu (1990:2) considers an
entrepreneur as both the imnovative and initiating person who

inaugurates projects new for him and his organisatione
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Within the perspectives of this study, an entrepreneur is
considered as someone or al ingtitution whe runs a business venture;
creates, establishes and nurtures a business to growth and
profitability; It also include soueone or an institution who runs'a
franchise; ipherits or talies over an existing buginess due to pome
reasons and continues to manage it successfully especizdlly with
some innovation. The nced to have a clear picture of who mn
entrepreneur is vital as the success or otherwise of wmn enterprise
is a function of the capabpility and ability of the entrepruneur to

organise and manage the outfit cuccessfullye.

Coumenting on the performance of an entrepreneur, lMcClelland
(1961:15) observes that entrepreneurs may likely do well if they
are reasonable risl takers; self~-confident; hardworker; pood swXter;
accounteble and innovative. Other supporting attributes of
entrepreneurs according to Meredith (1983:3) include selfwconfidence;
task result oriented; risketaldng ability, cooperative leadership;

originality; foresightedness and perceptiveness.

2+2+1 Business Entrenrencurghip Tn MNiceria

The foregoing characteristics of an entrepreneur highlighted
by Klatta (1973:1), Meredith (1983:3), McClelland (1961:15)
Schumpter (1963:66) may not easily be tenable from the Nigerian
entrepreneurs due to the peculiar nature of the socio-economic,

cultural and political digpositions of the country,

ThecNigerian entreprencurs seem to be characteristically
e § Ve p

disproportionate in the type of business they engage ine
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while majority of them engafe in retail trading of all sorts, only

a few are in the manufacturing sectors of the economy which, more
often than not, require some limited capital, technology and
educational level of attainment, This might perhaps be due to the
fact that gince the colonial administration period, the country was
not delibrately plmned to be a strong industrial nation even with

the promlgation of the Ten-year Developmwent Plan (19%6-1955). The
Administration did not conceived the nation's industrialisation beyond
rural arts and craftse The official policy then was to preserve the

Nigerian market for tlie British made goods and cervices.
]

The pattera of industrialisation that emerged after independence
tend to have no direct link with, say, the agricultural scctore.
Value added and application of local inputs in manufacturing were
law while the tecunology is still being importede. It is increasingly
difficult to domesticate the technology of mamufacturing due to lack
of viable local engincering industry which could have provided room
for adgptations} innovations and imitation in the design and

fabrication of industrizl equipments.

To some extent, the existence of such epilepstic capital-
intensive enterprises such as oil refineries, liquified natural gas,
petrochemical, fertilizer, iron and steel, paper will, sugar,
integrated aluminium smelter, mochine tools, marble and cement
industries, etc meant to produce basic input for down stzeam
industries do not help matters. They are rarely healthy enough to
produce ghful} capacity for a reasonable periods The establishment of
Export P;!.‘:ge&ﬂri‘ng Jones I(ib'l’z) at Calabar ‘and Kano ic dlso not viable

i

solution as they arc not too for from the technical drawing board

to make any apprecichle impact on the econouny.
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It has been observed that the obstacle inhibitting the

development of entrepreneurship in ligeria include;

i. Limited profit opportunities, The basic interest of muking
profit has to be reconciled with the low level of project

opportunities, low level of incore and liumited markets

ii. high degree of business uncertainty; there ioc constant threats
of govermment policy intervention, polilical instability,

decrees; changes in fiscal policies particularly, nonetary and
credit policies;

iii. indefference of financial houces particularly to respond
promptly to demands of SIE entrepreneurs Majority of them are
characteristically unable to use &tock ExChange Markets, due to

stringent conditions, to finmice their enterprises,

iv, Cultural barriers. Somec of thie cutrepreneurs tend to see the
profit derived from busilcss =5 being dirty. Others emphasize on
famdly affinity/relationghip thereby giving rise to nepotism and

limited initiati?ea,l

In addition to the gforenentioned obstacles, the Nigerian entrepreneurs
have to contain with some rigks to surwive in their venture. They

include:

i) Financial risk, This could be in form'df luack of wepular paywents
of debts by debtor customers. It could lead to folding up the

ventu;re. !

ii, Fam;[;rn;sk. There cowld be family problewms especially when the
enﬁm;re;eur is married to the business leaving the family matters
unattended to. Business failure could also create soie prolems

in the family.
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iii. @areer risk. This is partinent especially when an entrepreneur
resigus hig/her appointment to start a business venture, In
cases where the business fails, there could be difficulty in
returning to the post of duty thereby loosing seniority,

fringe benefitsy, as well as gettiug new jobs easilye.

ivy, Emotional ricdki. Failure in buginess could lead to blauuing self,

others and consequently loss of self control and confidence,

Ve Other problems friclise These could be in form of lack of
cooperation from otlier prospective entrepreneurs to pool
resources and lobby together to start a visble business or
bargain for position or ventures; difficulty of the government
to effectively dedl or assist SMEs perhape due to their share
size and complexity of problems; and government's political
interest in prouwoting large scale economic projects (vhite
elephant projects) to enhance its image and creditability withdn

and outside its peopraphical boundaricss

Attitudinally, the ligerian entreprencurs are said to be
umbusiness like., They have narrow concept of proprietorship
functions, They think more of moking quick money only rather than
also to create larpe enterprices. They tend to prefer having many
small business ventures ratlier than have large/big businessese.
Therefore, with this narrow concertion of buginess, the average
Nigerian entreprencur can afford to spend substantial part of the
day ui;th hig/her faidly and even attend to other socio~cul tural

: k -'il Mt ]
comu tmentse' bers



The guccesses of Migerian entrepreneurs in business is usually
moved by their zegl to get quick retums, lack of long-torn plans;
goals and aspiration; as well as high risk avoidance tendencye
This attitude makes them talke quick wmoney ventures guch as
transportation, contracting, distributorghip, retailing, etc rather
than also others will longer gestation poriod strupgles before
getting returnse. This docs not hovever negate the fact that there
is positive correlation between the performance of an entrepreneur
and other personal aftributes. This ic more apparent in the
efforts and energy put by individuals to successfully own and

manage business outfits of all sorts.

Some of the reasons why sowe people would prefer to own and
maintain a business outfit of theirs in their own ways are said to

includes

i) the desire to becowe wealtly in the comnunity. The effort is
theref ore geared towzrds pencerating material and financial
profits by all means;

ii) the love to be gble to do things in one's own way without any
hinderancej

iii) the desire to colutrol others as one's employee while he/she
remains the boss;

iv) the need to prepare for retirement especially in recent hard times
when #n employee can Capily be fired from plece of work for
f11maj'masons;

v) the pdigzm;to belong to a cormunity of a particular socio-

. [ ]
economic and/or political class in the society;
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vi) the love to emulate successful buginesemen and women so as to be
like them;
vii) the need to secure g viable altemutive income augumenting

source;

viii) the desire to develop and utilise one's potentials for the

improvement of self, farmily, and the society in general; etc.

Al though successive govermments hove tried to create some
enabling climate to boest Higerian entrepreneurship scene, especially
through the establichment of Industrial and Development Banks, !
Industrial Training Funds; Industrizl Developwent Centres across
the nationj literalication of credit facilities to indigenous
business men and women by the commercial banksy etc, the perforimance
of an average Nigerian entreprencur and choice of business venture
is still a function of their sociowcultural, political and economdic
backgrounds. This state of affairs has implication on this study
as it is meat.‘.t to address the financing of SMEs using the

traditional /informgl finshicial inctitutions as source of fundse

243 sification and Choice \ginecs Ente

By and large, business enterprises can be classified into
three (3) major classes of ventures. These are: Small, Medium and
Large Scale enterpwvisese An entrepreneur's choice of a particular
business venture to engage in will largely be based on his/her

personal aRalysis of such factors aos:
i) the mtl;iva:for wanting to engage in a particulor buginesg
:j':* o i >4
venture;

ii) the quahtum of capital (:Einamial, naterial and human resources)

available to the entrepreneur;
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iii) the entrepreneur's capacity and ability to take risks and
cope with the challenges of the venture;
iv)  the expocted reiurns/profits to be acrucd from the ventures;
v) the entreprencurts socio~cultural, religious and educational
bacligrounds;
vi) anticipated grouth and other potentigls of the enterprise;
vii) the entreprencur!s innste and acquired gldlls as well as
characteristics and experiences;
viii) the sources of ingpirations, advice and consultations availeble

to the eantreprencurs

Therefore , because the choice of a particular business venture
is such a crucial decicion to be taken by an entrepreneur, periaps
by himself/hersell, in the final analysis, it showld be based on what
one can really do practically and the love to do it well and
conscenceougly vwithin the available financial and materisl resources.
Nwachukwu (1900:49) rewarks that in talting Jdecigion on the choice of
business, the procpective entrepreneur has to remeuber that he is his
own best employoece This rewark is partinent to this study because
‘of the fact that on cntreprencur's choice of business venture mxoulld
tate cognisunce of the source of funds for financing it in dll

ranificationge.

The Federal liinisiry of Industries list the products with

scope for SIE operatiouns os follows:

1s Agr?-b'wa{} oproducts (65 igems) such ac: fruit juice, rice millingj
mﬂ@ gorp, craft bags, oil milling, starch maldng, cotton sced
oil, .Dried lMalasses for animal feeds, processed food, nicking

gticks, etce
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2. Livestock-Based Products (21 itens) such as Dairy and milk
products, leather [foot wear, upholstery leather, Bone Crushing/
meal, Brugh-mating, industrisl leataer, etc,

3. Forest-Based Products (25 iteus) such as saw willing, plywood,
came and Bamboo products, Gum, Packing cases, plioto fraues,
wood furniture, Toal picliz, etc,

4, Marine-Based Products (10 items) such o5 figh meal and fish
manure, fish sausage, fish oil, salts, patassium chloride/
permanganate, freeming of prauns, etc,

S5e Mineral Based Products (07 itecms) such as Tiles, Cerauics,
Concrete blocks, Foundry, Bults and Nuts, Plastic container,
canning, sanitary vare, Red briciis, cl;a;‘l.k, bleaching powder,
Hair pins, safety pins, opectacle frame, etc.

6. Other products (68 itews) such os mosquito coils, uwbrella, wire net,

book binding, Dusters, etce

The agbove classes of SIE can br regrou ped iunto basicglly 3

categories vizy’

i) Tiny artisenal or cottage units;
ii) Organised small employing units of one to about 50 ewployees; and
iii) organised medium scale enterprising establishments employing up to
about 00 persous or more ¢spending upoi the copital investment

(that isy londy building, mochinery, working copitdl) and operations /

products of the business venture,

| 12 i
| 4

TheI abov; pirofitable lines of SHEs and the listed products of SMEs
producacfi“,}‘;;r'tg‘é— Federal Ministry of Industry suggest that SiEs abound
everywhere in the Nigerian cconomy. Also, they no doubt contribute in

no guall measure to the cocioweconomic developwent of the natione



Within the framework of this study, this has implication on the
choice of SME a prospective entrepreneur would wish to choose,
finance and managees The choice of which SME to establish should
however be a function of the capacity and sbility of the prospective
entrepreneur, particularly as it relatés to capita}; experience;
interest; educagtional, culturgl, religious background as well as
managerial skills,

2.4 Charascteristics of ‘SHE !

The contribution of Small and Medium Scale enterprises in such
countries as Taiwan, Italy and Hong Kong amounted to about 40%

countries
of the‘G:vaa National Product (GiP), This points to the fact that
Developing economies such as Nigeria have to focus attention to the
development of such enterprises as key to nationzl developument
egpecially as we more into the 21st century, Nigerian's GiiP per
capitgl has declined steadily from US g1,160 in 1980 to US g260
in 1995 thereby becoming one of the 20 poorest countries of the
world (World Bank 1996, UNDP, 1997)s The small and medium scale
enterprises provide opportunities for self-reliancee. This fact
has been recognised when in the 1997 budget, the Federal Government
allocated about M4.3 billion for the establishment and promotion of
cottage industrics under the Family Economic Advancement Programme
(FEAP) and sbout N1.07 billion have already been released for

its take-off.

: i
The.-variations in the characteristics of the small and medium
P '

scale eﬁtez-prisas as a function of the predispositions of
different countries has bearing with different definitions

given to SMEs would wide, Although it is asserted that about
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70 definitions of small and medium scale enterprises ex:i.sté in about
50 countries, it can simply be defined in quantitative terms based
on the number of persons employed, fixed assets, turnover and other
similar parameterse It could also be in qualitative terms based ‘on
. routine decision making processes usually centred around one or at
most, two to 5 individugls. 1t could also be based on where the
entrepreneur perforns all the managerial functions without a

substantial degree of delegation of power and authority.

Characteristically, small scale enterprises (SSE) and to a large
degree, medium scale enterprises are being managed and organised by
their owners in a personalised way rather than through the medium of a
formalised style of management structure. The SSEg in particular
tend to be more of the informal non-structured gystems of
establishments outside the framework of the law and regulations
governing big firms, and are more or less independent of outside
interference, The success of the SHEs ig umuially dependent upon

the financial and monagerial expertise of the owners.

Nwochukwu (1990:47) 1list the essential characteristics of SSE

as:

4. Independently owned and managed on the,basis of sale proprietorship,
or family owned corporationt with only few people having a say
in the manegement of the firm.

ii. The capital is supplied by an individual or a small number of
pex}'aons including friends and relationg, unless in the case of
co-%.?:;:crafi?a Be

iii, The area of operation is local with perhaps few branches and

employees drawn from the area of operation.
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iv. The enterprise is relatively omall compared to the size of an
industry;
Ve Growth rate is achieved through ploughing in profits from the

enterprise.

The foregoing charagcteristics of SSE presupposes that there is
rarely any field of human endeawour in the Nigerian econowy that
SVEg can not be easily establighed in the country, This could
range from manuf acturing of small tools and appliances to service
industries, building and civil engineering construction, finance,
food processing, soap waking, backery, book publighing,

binding and printing, block making, shoe ma:ing, etce

Some of the available profitable lines of SHE open to an
enterprising Nigerian entrepreneur, depending upon the level of

hi g/her wherewithal, educational background and experiences include;:

i) wholesale trading in, say, cusmetics, drugs, automobile parts,
i 4
kitchen/house utencils and accessories, medical equipments,

electrical equipments/appliances, industrial chemicals, stce

ii) Retail/Petty and Service trading such as laundry and drycleaning,
school and office equipment, jewelry, car wash, operation of
grinding machines, poultry faruing, animal husbandary, operation
of Nursery, Primary and Secondary Schools, gari processing,
insurance brokerage, tailoring, cake making, etc.

iii) Luxury goods and leisure services such as communication, real
eét{‘éte ?onstmcti?q and manageument, finance, transportation,

(3. LI T

hotel and mstnuraﬁt managewent, cosmetics and Jewelry selling,

antomabile and bicycle sales and repairs, consul tancy services, etc,
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iv) Part-time business such as teaching, management consultancy,

accounting, day-care services, boutiques, private lesson classes, etc
for income augumentation and as standby venture on retirement:

periods,

2¢5 The Nigerian Economy

Nigeria's fall into economic obscurity inspite of its enormous
endowment with human and naturgl resources can be asgociated with
gross mismanagement of the nation's oil wealth estimated at azbout
US § 20 billion in the last three decades., This has been compounded
by a pattern of competition for geo~political power where public
office is seen as ar opportunity to gppropriate state/public resources
for personal gain and use. Although there has been genergl global
depression, Nigeria's economic problems, when compared with that of
other developing countries, seemg more of domestic issues as the
gap between the rich and the poor is widening with time. TFor example,
with an output of about 2 milli::ézzl:ruda oil per day, an average
annual income in Nigeria would awount to about ¥12,000.00 per head.
Unfortunately, income per head is about H1,01% less than 10% of

equitable distribution of income. h:R

Indeed, the advent of oil has negated the agricultural sector
which is the main employcr of labour, There is high rate of rural -

urban drift,

The téste‘ for imported products became eminent as oil revenue
rose to ﬁu; PS g40 billion per amum (p.a.) and per capita
leapped ‘I.:;ﬂabo:xt us #1.25;3. Congequently, the manufagturing sector,
which is the cornerstone of the nation's economic development had

to take about 3 decades to marginally rise from 3,8% in 1970 to
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about 8.5% in 19960

Unfortunately, the sudden crash in the oil market in 1980s
led to sharp decline in foreign earnings down to about Us g8 billion;
rise in inflationary and unemployment levels; a build up of huge
internal and external debts; and staunted Gross Domestic Product
(GDP), The situation is further aggravated by political instability
and inconsistent and inhibitive govermment policies (especially in
the last quota of 1980s up to the 1990s) such as the abandoned
Structural Adjustment Programme (SAF), and characteristically high l

budgetary deficit until 1996 when there seeuws to be a ssmblance

of budgetary control.

The SAP introduced in 1986 to restructure the economy, reduce
over dependence on 0il and stimulate non~oil drivem growth led to
unsustained economic growth between 1986 and 1992. Between 1993
and 1996, the GDP stood at about 2¢3%, 1.9%, 1.35% and 2.35%
respectively. However, by 1995, the povernment had to formul ote
seemingly consistent policies and create an enabling environment for
economic growth whilst ari'usting macro-economic instability
characgerised by negative GDP growth, high rate of inflation and
high exchange rate valatility, Although there are some positive
indicators in the GDP growthy reduction in inflation and reasonable
stability in exchange rates} Fhe ligeria economy is still

crude oil dependent,

The maiden issue of NHigerian Human Development Report of 1996
releasedlfb% :th?._,United Nations DeVelopment'P‘rograme (UNDP) shous
that Nigeria's economic demise since 1960 Bas been caused by;

1. Policy discontinuation
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2. lack of sharp focus

3« lack of proper targetting of the poox: ‘
4k, Inadequate focus on people

5« Poor accountability and

6. Weak institutional mechanisms.,

The UNDP also observes that in developing countries, higher
anticipated inflation induces individuals to economise on real
money holdings, leading to a fall in the purchase and production
of consumption and investment poods. Also, hipher unanticipated
inflation translate inte reduced purchasging power of morey, it
decreases real money balances leading to a rise in interest rates,

reduced investment and low rate of real output growthe

The effect of high rates of inflation on Gross Demestic Product
. (GDP) growth has been recognised in the 1997 budget whsnh inflat£on
tax was reduced. However, the non-release of the capital rate for
over gix months into the year demonstrates on non focuging of the
varisbles that have negative effect on national economic growth,
The fall in flationary rate from 0% in December 1996 to 15% in
August 1997 has positive impact on real interest rates. At 12=15%
lending rates, banks may be in position to regume lending under

appropriate complemenyary policies that would stimulagte dempnd for

local outp'ut .

The non-continuity.cf policies by successive governments and
diversit% of'l,opinions have, for instance, affectual the Babangida's
Nuianil%oﬁ&iation Poi.’ll..cy of four children to a family. Given the
sbundant natural resources of the country, some felt that the

policy was unnecessary. On the other hand, Federal and State

Govermments still pay 1lip service to unemployment problems,
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The existing structures for ereating jobs for millions of Nigerian
such as the National Directorate of Employment (NDE) proved incapable
of creating sustainable jobs. Similarly, the much talked about
Family Economic Advancement Programme (FEAP) allocated sbout

d443 billion in the 1997 budget for revolving loan grant for

family economic advancement activities so as to be self-eumployed

ip yet to release any kobo to prospective beneficiaries by
September 1997,

To some estent, the official statistics which indicates 3%
unemployment rate in 1996 has under-estimgted the high rate of
under-employment averaghng sbout 11.4% for urban and 20,W%%
for rural areas in the same year, This is obvious given the rate
of retrenchments going on in both public and private sectors

of the economy through 1997 and perhaps upto 1998. The baning
sector/system which could have helped matters is grippling

with distress syndrome where some have already packed upe

Until recently, the industrialisation strategy adopted in
Nigeria has been that of impert substitution, The plants of
most industries in Nigeria were therefore designed to use
imported inputs thereby neutralising the effort at exploring,
developing and utilising domestic raw materials. The over
dependence on imported imput constraix: ; indigenougly based
manuf acturing sector from exploiting local resources. Although
industry capacity has risen a little to an estimate of sbout
36% fw 3;2'% in 1996, their inventory level is still abysmally

high due to weak consumer demand as a result of low purchasing powers
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Unfartunately however, until rocently, saving in the perceptions
of many Nigerians, especially the middle class and the rurgl dwellers,
implies keeping the money under pillows and beds., Thig type of
money does not contribute to the growth and operations of national
financial system which facilitates economic activities in the society.
This is another instance where this study becomes relevant as it
serves to stimlate the used proceeds froh‘sgvings for the financing
of SMEg, The traditional expenditures of most Nigerians are still
directed more towards consumption for survival than to projects that
produce goods and services which are not intended for immediate
consumption, Even those who have embibed the new concept of
saving system, their saving investwent capacity and equation is
limited to money employed in the farm, petty/retail trading,
cottage industry, and other commercial activities which are owner

mznagede

2.6 Government Policy and The Place of SMis In National Ecaonony

Kilby (1969:310) observes that the promotion of this form of industry
of
(SME) lessens the need for foreign enclose type/enterprises. In

'
contrast to com.antrat‘i.on to a few cities with its implications
of urben unemployment and unrest, emall and medium scale industry
can be geographically decentralised, creating many Islands of
development. He added that (1969:315) SSEs as a quasi-gponge for
urban unemployment and a provider of inexpensive consumer goods
with lj.gle iqr no impgct content, this sector serves important
prass’ure;mlleaaing, welfare. aumumenting factors. Its make

positive role in contributing to long run industrial growth is

to produce an increasing number of firms that grow up out of the
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small scale sactor,

The foregoing presupposes that the: dventual emergence of
medium and perhaps large scale Nigerian industry may likely be a
by-product of succeeding 5SEs as a work of enduring industrigli-
sation. By and large, small firms tend to provide a training
ground or a stepping stone to larger scale enterprisess.

Because small scale enterprises production could create incentive
for enhanced techmologies for a given reasonable amount of capital,
SSEs can easily cap latent savings and skills that could not

otherwise be mobilised even at locsl levels,

The fact that there is yet to be a Wniversally accepted
definition of SME simifies that this sector of the economy is
very important so much so that no nation can do without it,
This informs why it is assertod that there are about 720 definit':i.ons

of SHEg in about 50 countries of the worlde

The importance of SME to national economic development has
been recognised even in the advanced industrial nations and not
only in the developing ones. The sector created about 40 million
new job opportunities in USA during the 1974.1984% fiscal years.
The sector contributed about S0% of total industrial production,
80% total industrisl sector employment and Lo% of total export
in India between 1984 . 85. It contributes to about 40% of the
total Gross Nationgl Product (GiiP) in countries like Taiwan, Italy

I s
and Hong Konge
"he impact of SHE on a nation's economic growth is enormus

because they are less capital intensive, The SHE tend to

economise the use of scerce resources and also reduce unemployment

proolems in a countrye. As a bed rock through which the Japan's
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prodigious industrial strength was been built, the SSE gector
employs about 37,2 million workers or 81,4% of the total labour
force in Japan and also sccounts for 56.1% oF the mamufocturing

value added.

A study conducted by the US department of commerce on the
critical role of the S5E cector to the country's economy reveals
that the bulk of the US inventions in the th century came from
snall and medium firms rather than from the larpge corporations.
The implication of the result points to the fact that the economic
future of the country also lay with the small dynamic production
groups (i.e. SMEg) that can respond quickly to customer needs.
This could perhgps mean a gradual shift in the country's economy
from managerial to an entrepreneurizl one. This is because, the
small enterprices not only create new products and services but

also ideas and jobs.

The foregoing observations perhaps explain why the south
Korean Government reversed its policy of concentrating development
on large industries by reserving about 110 products of the small
and medium industrial sector, Similarly, the Indonesian Government
is said to be promoting Sllig by reserving sbout 126 products '
exclugively for .the smoll scale sector and also fostering sub-contraocting

relationship between large and small firms.

The importance of SHEs and in particular, industriel growth in
the natir.ms econony has been realiced by successive Nigerian governments
since i19.§)s.£ Effort waé made to encourage private investment with the
:i.ntrocmdtion of Aid to Pioneer Industries Ordinace, The ordinance

gave certificates of recognition to specified industries and exempted
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them from profit taxation for two years. Income Tax Ordinance which
allowed companies accelerated amortization was also passed. In 1964,
the Nigerian Industrial Development Bank Limited (WIDB) was
established to assist entrepreneurs engapged in industrial

production, commerce, agriculture and exploration of natursl

resourcess

The Federal Government of Nigeria's effort to emhance the
development of small and medinm scale industries become more
apparent gfter indepexidence in 1960 as evidenced in its various
industrial objectives in subsequent National Development Plans.
In the third National Development Plan of 1975 - 80, the
government' s objectives for the development of small and medium
scale industries are to create employment opportunities, mobilise
local resources, mitigate ruraleurban migration and ensure more
even distribution of industrizl entreprises in different parts of

the countrye. R

In pursuit of the above laidable objectives, which is even
more partinent than ever before in the 1990s due to domestic
and global decline in economi¢ growth, with concommitant high
unemployment and inflationery rates, sbout 36 enterprices were
exclusively reserved for Nigerians in 1977 by the then Federal
Military Government under the Nigerian Enterprises Promotion Act
of 1977, schedule I. The resexved enterprices range from some
type of retail trading to gambling and casinos centres. Similarly,
all !iigmssriea vherb  fixed capital iw under H200,000 and
indigenous equity participztion is less than 40% is banned to
foreign businessmen. These policies are direct responze to

increasing unemployment among secondary school leavers and )
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University graduates in certain discipliness Besides, foreign
investors are seemingly reluctant to invest in enterprises that

pight not have high return on investment,

Sowe of the measures put in place by the government to reaslise
the foregoing set objectives include the estoblishment of an Industhial
Training Pund (ITF); the development of Industrial Development
Centres (IDB) across the country, the literalisation of credit
facilities to indigenous business men and women by the commercial
banks, and the establishment of Nigerian Bank for Commerce and
Industry (NBCI) to assist local entrepreneurs and institutions buy

small and medium sized businessces from aliens.

A study conducted by the Nigerian Institute of Sociszl and
Economic Research (NISER) in 1985 reveals that the small scale
Enterprise sector provide.d about 45% employment of the total
employment in the industrial sector in Nigeria. In terms of
value added, the small and medium sCale industries have contributed
about 53.6% of mamfacturing value added in 1987. In order to
ensure rapid growth in the industrigl sector perticularly, that
of the smgll and wedium scale industries, the recent strategies
taken by the government to enhance the development of SMEs and
consequently reduce unemployment rate and'rural urban migration
include the establighment of Development banks, the National
Directorate of Employment (NLE), Better Life for Rural Women
Progra:fmg’ F?mily slqapoft: Programme (FSP) and most recently, the

] - . . 5
Family E:-,nor;ic Aavancement Programme (FEAP) in 1997.
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2.7 Fingncing Small ond Hedium Scale Enterprises in Nigerin

Paish (197731) defined finance as “the provision of money at
the time it is wanted". Lowe and Robert (1964) cbserved tiiat the term.
'Finance' can be interpreted in several wayse To an individual,
it could mean incore or ronetary resources, where it would be considered
as being adequate or unhealthy. To a Ilat{O:l, it enuld suggest a
system of public revenue linited up with public expenditure or the
actual funds available to meet public claims. In a commercial

circle, finance could comnote meeting obligations by temporary and

renewed borrowing, from financiers or financizl institutionse

There is no doubt in the fact that finance in the life-wire of
any enterprise, This i5 because the possession and proper utilisation
of other factors of production such as labour (men) and material
resources largely depend upon the availagble funds. Hence, the need
for proper management of funds to engure bglanced account so that
all financigl commitments are taken care of timely and adequately

with profitg/balance still maintained.

The plage of .small and medium scale enterprises in national
ecomomic growth makes their suppnort financially and otherwise by
both the individuals, institution and povernments relevant. It has
been observed that small and medium industrial sector of ceuntries
such as India, Brazil, South Korea, Hong Kong, Japan, Taiwa,

Italy and some of the neuly industrial nations has formed the
fol-lndaticzl.};of }.Ij.heir econ‘ofnic procperity. This is however achieved
with tha‘;:r;:.l;l“:'.:tion of :5|Iaund economic policies. Deﬁeloping countries

like Nigeria require sound economic policy and the zeal to boost

the small and medium scale industrisl sector so as not to remain
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economically tied to the colonialists for the supuly of investments
and other Tfactors of industrial iasputs. The establighuent of
investment companies, Development and Commercial Financisl Institutions

can accelerate the pace of ecomomic and industrizl development in

such centres like Higerias

The New Encyclopeadia Britanica (1974) defines 'investment' as
a Y“process of excluwniging income during a particular period of time
for an asset that is expected to produce earnings in a future periode
This implies that consumption in the current period is forepone
in order to obtain a (reater return in the future. Teriba (1985)
sees finance companies as organi sations dealing with money capital.
They serve as intermediaries between borrowers and lenders or
undert gke investmeut intermediaries' own gccount., They are usuglly
established for specified purposes such as, filling the pap in the
provision of credit by the ordinary banking system for, say, medium,
long-term and speciuzlised investment, Algo, the Britanica (1974) sees
investment companies as financial organ:itﬂ‘ations that pool the funds
of their gchareholders and invest them in a diversified pertfolio
of securities so that each share of the compary's stock represents
a fractional interest in the portfolio. It offers the snall
individugl investor the advantages of diversification and the

consequent spread of rigk, as well as professionalism in selection

and managewent of securities.

Prior to the advent of oil revenue when Nigeria is largely depend
upon aéniculi.u.re for its finances, both the Federal and Regional
Governments have estgblished independent Developwent and Financial

institutions to engure the survival of small and medium Scale

enterprises, For instance, the Federal Government established the
i
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Nigerian Industrial Developwent Bank (NINB) in 1964 The then

Northern Region Government established the Northern Nigeria
Investmwent Limited (NNIL) in 1963 (now Northern Nigeria Development
Corporation = NNDC) and the Dank of the North, The Eastern Region
Government established the Central Investment Company Limited
(CICL) now Eastern Hiperia Development Corporation (&liDEC) while
the Western Region Govermment estubligshed the Qduduwa Investment
Company Limited (OICL) (now Western Higeria Davelopment Corporation
(WiDC) and the Wational Bank of Higeria (now WoliA Bank)e 411 the
Industrial and Development Finance Companies are either wholly
owned by the regpective governments or they have contral over the
larger part of the shares. The regional institutions are currently

owned and run jointly by the states waking up the regionse i

They are however otill charped with the responsibility of
operating in the states and aloo to share respensibility with the
Federal Loans Board (FLB) for large loans within the statese The
0il boom of the 1970s also gaw the emergence of state development
finance institutions in one form or the other,

Attempt has been made Ly the Federsl Government
+o address the deficient operation of the first
generation develonment finance ingstitutions and also the need to
focus on development, especially throupgh the establishment of
development banlk to meet the development financial needs of SiEs.
Thus, with the support and encouragement from International Baus
for Reconstruction and Vevelopment (IBRD), the Federal Government,
in addition to the Nigerian Industrial Development Bank (1iIDB)
est:blished other siwilar institutions such as the Nipgerian

Agricultural and Co-operative Bamnk (HACB) and the Nigerian Bank

for Commerce and Industry (HBCI) in 1973, the Federal Hortgage Bank
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of Nigeria (Filili) in 1977, ond the Urban Development Banl: of Nigeria

(UDBN) limited in 1992.

From the foregoing, it could be said that the Federal Government
stands as the leader in financing and development of suall  and
wedium scale industries in ligeria. 1In the second National Development
Plan of 1970 = 7%, the Government earmarked about #0.8 million for the
take-off of Industrial Development Centres (ICs) across the nation
for the provision of extension services in form of techmical advice to
Small and Medium Scale Indnstries, The amount was raised to ¥33% million
between 1975 = 80. During the period, about & million was allocated
for small scale credit schemee The amount earmarked for the small scale
credit scheme during the third Developwent Plan (1981-85) rose to dbout
295 millione . !

This effort can be seen as a positive step by the government
and indeed by the organiced private sector of the economy. It also
points to the fact that the nation needs to ghift from the earlier
practice of esteblishing pigantic and in several case, very costly
white elephant industrial projects to the development and promotion of

sound and sustainsble suall and medium scale industrial sectore.

The country's balance of payment rose from #1,860,9m in 1979 to
B2,402.6m in 1960, The Nigerian oil revenue was put at US £23 billion
in 1980, However, in order to ensure increased activities of the
small scale sectors of the economy, Gommercial Banks were required
to allocate a minimum of 16% of the 70% loan allocated to the
indigemfx;:boﬁ'owers to small and medium scale indigenous enterprises
on the basis of their business turnover (CBN 1980:4). For instance,
busineses with turnover of up to 25,000 will attract bank credit

allocation of ebout 1s65; over 25,000 = 50,000 (1,6%);

()
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over H50,000 = 100,000 (342%); over H100,000 - HA0,000 (4.0%)

and over H200,000 - #500,000 (5.6%).

This strategy has positive consequencies or indigenous
entrepreneurship especially in such sectors as construction, import/
export, clearing and forwarding, as \-nes].ll :15 wholesale and retail
distribution. Business name repistrstion was said to  have increased
by over 450% per annum in pome states. Thus many individuals who

ordinarily would not have ventured into buginess became business men

overnight due to the ncwly found source of funds,

The negative effect of the foregoing is the gradual neglect of
the basic manufacturing and apricultural sectors for importation
of finished and seni-finighed goods. The concommittant effects
are: (a) the imbalance of payment, (b) the introduction of SAP and
Second Tier Foreipgn Dxchange Market (SFEM) in 1936 as a by-product
of fall in oil revenue in 1985 from H10 billion to about N7 billion;
the stagnation or folding up of businesses and (d) sudden rise in

inflation and food prices up to about 4OO%. : !

Some of the measures talken to arrest the situation by the
Federal Governmeant include (i) the establishment of Hational
Directorate of Employment (IDE) at Federal and State levels for
school leavers and graduates; (ii) introduction of Entrepreneurship
Curriculum for institutions of higher learning to be monitored by
the NDE under the auspices of Federal Ministry of Employment,

Labour and Productivity, and (iii) the introduction of Entrepreneurship

Develoianént Programme (EDP) for the developm:nt of entreprencurs

successfull :
who can yestgblish and manape small and medium scale

enterprises in Nigerias
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Boskey (1901:ix) defines Yevelopment Bank (DB) as public or
private institutions, which have as one of their principal functions,
the provision of medium ond long term investments in industrial
projectse Diachavbe (1984:221) sees them as specialised financial
institutions established specifically to provide short, medium and
long-term c gpital for some specific purnose such as industrial
development, lowever, while Bhatt (1982) ‘cbnceive DBs as unique
financial institutions in developing countries specialising in the
provision of high rigk, long-term financing for the purpose of
industrialisation, Igba (1986:11) view them as special financial
institutions set up basically as promoters of development through
investment either dircctly or in association with others in

productiwe enter riscs.

Diamond (1969:%) considers Dbs as catalysts for inwestments in
the private sectors, for provision of injection of capital for
enterprise; and management rather than merely as administrative

devices to handle poverament's own investments.

According to Uzoa (1961: 1), the desire for rapid economic
development has been heightened by the realisation of the fact !
that the level of industrialisation in the developed nations of the
world has been emanced by development bankse. The banks are
suppose to operate on different grounds from Cowmcrcizl Banks. Beside
provision of-capital, he contended, they would also provide scarce
techméa? and managerial expertise regquired to stimulate and

sustain rapid economic growthe
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The foregoings presuppose that, by and large, DBs ore financial
institutions mainly est:ablished for the mobilisation and chamnel asation
of small, medium and long-term capital into productive sectors of
‘the econouty to se-rve as technical asgistance and source of
entrepreneurship. Regardless of the form of the Mz, their common
objectives is the provision of ocugll, wedium and long-term finance
for productive investments as well as technical assistance/advice
for the formulation and wanggement of investments. This leads to
the areation of new amsets or the expansion or modernigsation of
existing assets for creation of greater ewployment opportunities,

goods and services and enhignced income,

The essence of Ds in any econony could thus be seen from the
perspectives of regponse to growing demand for rapid economic
development, especially where such development is in variance with
the desired speed for fostering the growth of the private sector,

It could sometimes be for the creation and finance of public enterrrises

or carrying out national development programies/plans,

In another dimension, the establishment of DBs could be seen as
alternative means for providing requisita. .capital considered as
critical and complementary factor to other factors of econoadc
development such a5 entreprencurship, competent manapgement, modern
techmology and techniques and skilled laboure It could also serve
as chamnel for addressing the shortfalls from the existing financial
institutions in meeting the financial needs of small and medium

busineéaﬁfent?i’_prises, farers, traders, etc.
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The basic factors that could have necessitated the estallishment
of Ms in Higeria and indead in other developing nations can centred

around:

i) Vacuum Filling Stratepy: This ic the vucuum created by the

traditional financial gystems in the country such as the Central
of Nigeria

Banlg/(ﬂmf) and Cowercial DBanlis in financing industriazl sectors
in the fomis of provisiun of 5'u0t, medium and long-term finmncial
capital for investment. This is against the provision of working
capital as it is Dbeing done by coumercial banks; as well as against

the control or regulation of finencial gystems as it is being

done by the CBH,

Although the banking sector of 1+ . economy has been one of the
fastest groving sectors of the Iligerian economy, it is o5till relatively
inadequate, underdeveloned cud urban centred. Accordily to Cladele
(1988;53), before the comuencement of rural banldng schere in 1977,
the person~to-bank branch ratic in Hi{;r.-ri.a.u‘:-us about 1:170,000 peoples
This is againgct that of U.K, and USA which are 4000 esnd 1:600 people
respectively. Although the Nigerian ratie has been reduced to about
1:41000 in 1969, banking services is still a mirage to rost rural
cormunities in Nigeriae. Adekonye (1984:15) contended thot there was
an urgent need for financial institutions capable of providing
medium and long=term capital to fill the gap in the financial
structure vhich, of Lthat time, the Herchant Banks were even less

equipped to meet than they are nowe.

Co&m&rcial Banks are reluctant to establish branches in  rurgl
areas and thus prefer est:blishing them in urban areas uvhere better
promiges of increased economic activities are assured. Like the

Industrial Finance Corporation and Industrisl Commercial
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Finance Corporgtion of dritain, DBs are establishied in llijeria to
provide small medium and lonp-term finance for industrial investment

in the country,

iie Administrative BExicency

Development Banks (DDs) are estcbhliched in Nigeria and in other
developing ecomomies to enhance and facilitste  the operations of
the Intermotional Yank for RQeconstruction and Development (IoKD) and
International Monetary Fund (IH) at the grass-root levels., In effect,
the DBs obtain government puaranteed loans from the IBRD gznd IMF
toc be allocated to local projects based on the favourable appraisal

report of their technical, managerial, economnic and financial

viebility.

iii. Eccnomic Developwent Stiwwd ot

[

Uzoaga (1981:201) remarlis that, in view of the problems impeding
the pace of econonic development of the nation, the estsblichment of
developument fingncial institutions wos most imperative to assist in
providing a sound financial infrastructure to stimulate rapid
economic developments. The Dbg are therefore expected to stimulate
the rate of economic growth and development by way of removing the
tight financial constraints gssocioted with cowmmercial bank financing
of guch endeavours. lHence, the DBs gre usually owned wholly  or
partizlly by government to reduce bottle necks associuted with the
utilisation of their services, 'This is more pertinent due to the
dearth DF..: capij;d]. for investment§ low income earning; lov sawings;
inadeQua;;’;min\;cstnaexat capacity and capability of the average citiz::nery

of the country,
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The first Development Finance Institution to be estublished :1;1
Nigeria, according to the 0?-]3.1'1. (1971:153) was the Nigeria Local
Development Board (HLDB) establiched in 1947 for: (1) the provision
of loans and grants to povermments and govermment controlled
bodies for the purpose of [financing the estzblishment of infrastructure,
public utilities, land settlement and land utilisation schemes, and
(2) to aid and foster private ligerian business activities by granting
loans to coopewatives, partnerships and companies registered in

Nigeriae

The NLDB ]ater gave ‘way to the Colony Development Dourd (CDB)
established in 19%9 and the 3 Regional Yevelopwent Boards (kLB )
established in the 19005. 'hese were the Eastern ligeria Developument
Corporation (ENDC), the liorthern lligerian Development Corporation
(HNDC) and the Western liiperian Development Corporation (VIOXC), The
Federal Government has much earlier egstablished the Federal Loans
Board (FIB) to share the responsilbility of large loms with the

regional development finonce ingtitutions ip the regionse

The main banks cuvrcently operating in Higeria as Development
that
Banks/are wholely or almost owned by the Federal Government (FG) are:

i) Nigerian Industrial Develonment Lank (MIDB)

ii) Nigerian Bgnk for Coumerce and Industry (13CI)

iii) Nigerian Agricultural md Cooperative Dank (i{ASB)

iv) Federal Mortgage Bank of ligeria (FHUH) for real estate ventures,
v) Uxban Development Banlt of Higeria (UDBH for urban infrastructure

and real estate venturcss
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The establishment and contimued existence of DBs in Nigeria, despite
the odds, points to the fact that they seemingly serve as catalyst to
the survival of the SMEs in the country. By extension, they facilitate

industrial growth in the Nigerian economy irrespective of the prevailing
level of the development,

2¢7+2 Pexformaonce Appraipal of Nipgerign Development Bankg

An sppraisal study conducted by Akpelan (1992:54) on the activities
of the NACB towards the economic development of the Nigeria reveal
that the agricultural sector contribution to the Nigerian economy is a
function of the level of the NACBYg efforts. The NACB provides long-term
loans for agricultlural development projects which other financial !
institutions are not readily interested in. The performance of the
NACB is however affected by such problens as inadequate financial
resources to meet the mounting demands for loans; over centralisation
of the NACB activities; low rate of loan repayments and recevery;
political influence especially on loans mgde available to state
governments and government agencieg/parastatels; inadequate interest
mergin; and shortage of techmical and professiongl staff especially

at the branch officess

It has been observed that other finance institutions including
the pioneer ones could not meet up to expectations due to low
coverage of the farming population; inadequate funding; adoption of
excessively rigid ond time consuming procedures for processing loan
applications; political interference; inefficient project appraisal,
moni toring and supervicion; and low loan recovery and di sburscmente
Expectedly, the role of the NACB is to enhance economic development

through the provision of medium and 1ong,-te:;m finance for agricultural
3



development. The sources of funds for the NACB are: paid-up share :
capital; loans from the Federal Government, Central Bank of Nigeria;

the World Bank; and internally generated fundse

Mundi (1992:55) studied the role of Kaduna Industrial And
in

Finance Company Limited (KI¥FC) /_ifhe industrialisation of the state.
It was discgvered that the goals of KIFC were industrialisation
of the state and the inculcation of investment attitude in the minds
of the people of the state. The KIFC tries to fill the gap which
private investors could not £ill in industrialiging the state with
particular refervnce to the Local Government Arcas (LGAs) for aven

development in the state.

The KIFC embarlis on joint ventures with private investors within
and outside the state for the establislusent of viable pro jects.
Most of the projects prior to the state creation stopped operation
because of lack of spare parts, raw waterials, insufficient operating
funds and lack of patronage from the public due to preference for
imported goodse The wajor problemg facing KIFC include lack of funds;
government intervention in the affirs of the company; managerial
problems on the part of indigenous management; unco-operative
attitude of indigenous businessmen and women who may be unwilling
to invegt jointly with the government~owned company. The nmajor
source of funds for the KIFC is the state govermment. Other sourcee
are the returns from investment and interests charged on loans to

companiese



Gandu (1992:53) studied the contribution of Kaduna State National
Directorate of Employment (HDE) 1987 - 1992, The IDE has Small Scale
Industries And Gradiate ¥ocation Programm under which there are  sach
schemes as: Graduate Job Creation Scheme; Mature People's Schame;
and School Leavers Loan Scheme.s An analysis of the small scule programme
shows that the HDE has performed fairly well during the period of
study (1987-92) when the volume of loans disbursed is put into considerae
tion, However, when the number of beneficiaries (43) over the said period
of 5 years is reviewedy it gives an average of 8.6 beneficiary per
year., This is unsatisfoctory., There is decline in fund disbursement
due to lack of fundse Loan recovery/repayment is similarly poor
even in other schemes/programmes such as the Agricultural Programue;
Enterprises Promotion; Youth Employment and Vocatinnal Skills Development
Programme; the Nationgl Apprenticeship Scheme; School on Wheels Scheme;

Waste To Wealth Scheme; and Special Public Works Programue.

Abubakar (1992:59) evaluated the role and contribution of
Nationgl Economic Reconstruction Fund (NERFUND) in the development and
growth of Small. and HMedium Scale Industries in Nigeria. The study
shows that NERFUND contributed about 47,414 of the Small and Medium
Scale Industries! (SllIs) funding requirements for about 120 approved

projects.

In the disbursement of funds to preferred sectors of the
Migerian economy, NERFUND has prioritised it by allocating about 51.6%
to Agro-Allied Industries; 20% to Chemical Industries; and 17.5% to
industrial support servicess. The Analysis of NEJIUND gisbursewent
betuoeuréx;all.and medium scale industries however shiows that

Medium Scale Industiries are more favoured €Han the small ones.



Hence, the nmeed for revigitation of the disbursement formla and
strategy to cope with the incregsing demands in the sub-sector.

A study of Commercial Banking Services and Cugtomer satisfaction
in Nigeria by Daniel (1992:82) reveal that banks provide such services
as: Accident Safe Guard Schemwe; Housing Savings and Loans Scheme;

Abu ja Residential Housing loan Scheme; Statemeuts Savings Scheme;

Credit Scheme for Vomen in Rural Areas; Women Forum Scheuwe; Joint
Liability Agricultural Credit Scheme; Time Deposit Open Account; Savings
and Loans Scheme; Savings and Current Accounts Deposits; Fixed Deposit
Accounts; Performance Bond; Overdraft; Letter of introduction, safe
cugtody; Night Safes; Safe Deposits; Stops; Executors and Trustees, etc.
These services are .being provided by the bLanks depending upon their
policies on assisting the customers cope with their respective sociow

economic needs and endeagvourse

The individial bank's policy and objectives however affect the
type and level of services to be provided to their customers. It has
been discovered that customer preference of one bank to another is a
function of the type and level of services provided by the respective
banks, It is also a function of other factors such as proxiumity of
the bank location; recommendation by friends, relations, colleagues

and place of work.

The banks studies were found to be providing inadequate facilities
for customer's comfort while waiting to be served. Some customers
may spend more than 30 minutes in the bank for moruwal banking
transactionse ' The bank officials tend to be discourteous and adept
nonechallant attitudes to the customers. They are more courteous to
known customers from whom, perhgps, they ge‘t‘some gratification or

are heavy depository of money in the banke



Unnecessary delgys in serving customers has been linked to bank
cashiers through discussing unnecessary issues with friends, relations
and colleagues instead of attending to customers. The banl: officials
tend to discriminate amonpgst the bank custo:ua‘rs especially by
favouring the wealthy ones who can afford giving them some material/

fingnciagl gifts,unlike the low income earners who they deny express

services due to obvious reasonge

Other reasons wiy bank customers tend to be dissatisfied with
banlk services include; rampant cases of fraud; forgery; impersonationg
show services provision, perhzps due to mamal systems of operation; lack
of electricity supzly in an automated environment; and over concentration
of banidng outfits in urban and sub-urban areas of the country. These
state of affairs will not entice the average rural dwellers to patronise
the banking sexrvices, but rather would prefer the services of the informal/

traditional financial institutions where such predicaments rarely existe.

The above findings however pre-suppose that the DBs in Nigeria‘am
still not doing badly in the financing of SMEs. They yet still have to
device other effective ways and means of recovering the loans disbursed
to beneficiaries. Similarly, effort should be made to ensure that the
loan beneficiaries actually utilise the funds a5 per the terus of
agreement, 1In order not to further discourage the rural dwellers from
patronising the banking serwices, what is urgently required therefore
include contimuous customer education/enlightenment and manifestation
of positive staff attitudes to cuglowers as well as delibrate
attempts to improve banlecustomer relationships. This is relevant

b .

to the framework of this studye
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24743 Rurgl Banking Services in Migerig

In an attempt to be relevant in the scheme of meeting the financial
needs of the rural commnities in Nigeria, the Conventiongl Commercizl
and DBs metamophosized into what could Be referred to as Rural,
Community and Peoples' Banking Systems. Concerned about lack of !
spreading banking facilities and services to the rural areas of the
country, the Federal Government, through the CBN introduced the rural
banking scheme in 1977. The commnercial banks were thus required to
establish a number of brancheg in the rural areas over a period of time
and to digburse certain percentage of funds mobilised as loans and

advances in the areas where such funds were mobilised.

By 1990 when the third phase of rural bank branches were to have
been established, the 28 commercial banks operating in the country
have estsblished asbout 7?65 rursl branches as against the 766 branches
expected of them to have established throughout the country within
the stated periods At the last stage of the scheme, about 50% of
funds mobilized were to be disburged locally. According to the CBN
(1992 125), the rural branch deposits mobilized in the rural sector
increased from ¥131.2 million in 1983 to about ¥8,3 billion in June,
1991. The loans disbursed also rose from Hih.b4 million in 1983 to
¥5.1 billion in June, 1991 Thig is a positive improvement in the

[ |
lending and savings hgbits in the mral areas.

This development has dismissed the commercial banks' views that
the income imrels of the rural communities are very low and the
banking hdbi,t w.its far from being developed to sustain banking
institutio; Iin these aread,‘ Similarly, this could be seen as a

the
positive step towards/realisation of the objectives of the rural
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banking scheme which include: emcouraging banking habits in rural areas;
mobilisation of savings in the rurgl areas for development therein;
transformation of the agro-economy of the rural areas through provision
of investment finance; creation of employment in the rurzl areas; and

arrest of rural - urban imigratior,

In another dimension, concerned about the need to cater for the
banking needs of the rural and the under-privileged urban communities,
the Federal Government estgblished the Peoples Bank of Nigeria (PBN)
and encoursged the establishment of Community Banks (CBs) throughout
the country in October 1909 and December 1990 respectively.

Both the Peoples Banks and Community Banks are essentially established

to promote rapid economic growth at the grassroot level with the

active participation of the local community. They are to provide

banking facilities to such people/entrepreneurs as road-side mechanics,
coblers, small.scale entrepreneurs, peasant farmers, rural women, etc

at the rurzl and urban arcas to enable them participate fully in the
economic recovery and sustainable growth of the country. Thus, while

the PBN is seemingly a nom-conventional bank exempted from all banking

act regulations and its capital base wholly sulkscribed by the federal
government, the CBs are owned by cooperative unions, farmers and trade groups

Commumity Development Associations, etc in the community they operate.
']

The PBN and CB systems are seen as catalyst to problaus
enountered by rural communities, underprivileged urban dwellers,
small and med:wm scale entrepreneurs such as the rvad-side mechanics;
petty tr?ﬁrﬂ ;urban mdglxl'lural market men and women etc in obtaining
credit Peiilitien from Lhe orthodox/conventional banking systems

operating mostly in urban and semd-urban areas of the country,

Some of the obstacles hindering them from obtaining suich losns includes



(i) lack of physical and liquidable collateral securities as guarantee
against loans and advances and

(ii) 4inability to cope ﬁtl1 the cumbersome formalitieg of loan instrument.

Patterned along the line of 'Grameen Bank of Bangaladesh' and 'BKK of
Indonesia’ y by June 1992, the PBN has established about 204 branches
nationwide with about 508 satellite centres, 31 mobile bank units and
550,000 beneficiaries. Its cumulative disbursement rose to about
N242 willion while ceiling of MN5,000 as loan has been removed to be
sub jected to available funds without any collateral securities
(NN: 1992). The 5% service charge has also been risen to 15% while the

rate paid on savings deposits was 17%

1

A study conducted by Sabo (1993:57) on the operations, problems
and prospects of Community Banks and Peoples Bank of Nigeria in
Kaduna and Zaria Local Govermuent Areas (LGA) of Kaduna State revealed
that the Commmnity Banks in Zaria and Kaduna IGAs have over 7,000
customer accounts. They have mobiliszed about ¥10,320,000 as deposits and
disbursed over 5,500,000 as loang and advances to their customer as
at December 1990, Similarly, the three PBN in the IGAs have over
9,000 customer accounts, They also mobilised over H20 million as savings
and disbursed sbout N10 million as loans and advances for small and
medium sized projects. Loanable gmount rose from H1,000.,00 to
¥50,000, The major problems facing the banks studied are: loan
recovery; f.iearth of loanzble funds; ownership; location; personnel
and correspondent relationship with the conventional banks. Over kog
of the logns granted in March 1990 by the banks studied were not

l""“_‘\ ]"!4 '
recoverad by September P92, The banks also experionca dearth of

funds as over 17,000 applications for loans as at September 1992 could

not Re approved.
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The above findings suggest that even though the PBNg and the
CBs have significantly facilitated the spread of bamking facilities,
services and habbits amongst the under-privileged in the society, they
are seemingly having similar problems with the orthodox/conventional
bankse This is ecpecially in termgs of lack of quglified personnel;
location; loans recovery; and rise in service charge. These could
lead to the provision of unsatisfactory services and consequent
reduction in attracting prospective customers in one hand and
contimued patronisation of the informal financial institution on the

other hand, This outcome has some relevance to this studys

Another dimension in the rural banking system 15 the Family
Economic Advencement Programme (FEAP) established by the Federal
Government of Nigeria for the purpose of uplifting the standard
of living of the citizenry as well as enhancing the nation's
industrial advancement, The FEAP ig concieved as a development strategy
medium for providing opportunities for the people to choose and
conceptualize development projects suiting the peculiar circumstances
of their localities, and a mechanism for confidence~building among
local and potential entrepreneurs at the grassroot levels. The
FEAP's blueprint describes it as an empowerment programme designed
specificglly for lecally-based producers of goods and services and
for potential entrepreneurs in the establishment of cottage industriese.

The Fﬂfﬁ“ been given a legal backing with the ensftment of a decree

e [iie
Y

-y
(decree 1 of 1997®.
The FEAP, is aimed at tackling problems associated with

entrepreneurship skills, cepital; accessilility of capital; organised
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skills; functional institutions; sppropriateness of technology;
awareness on investment opportunities and collateral « The FEAP's
4.3 revolving loan granted by the Federal Governwent in its 1997
budget is designed for all Nigerians especislly the low income
fardlies, co-operative societies, military and para-military families

directly engaged in productive activities and registered with FEAP,

The FEAP's major activities are to be focused on:

1) provision of loans directly to people at ward level with the
capital needed to set up and run cottage enterprises

2) provision of opportunities for the training of wardebased bugsiness
opportunities} 3

3) encouragement of the design and manufacture of appropriate plants,
mgchinery and equipment j

B) creation of employment opportunities at ward levels;

5) encouragement of producers at ward levels to form cooperative

societies, and

6) promotion of production and development consciousness (Aliyu 1997).

As a spring board for the advancement of SMEs in Nigeria, FEAP is

expected to:

1) reduce wastage of fam_pmdncts through improved processing,
recycling; preservation; storsge; packaging and marketing;

2) increase expsgtation of locally processed goods;

3) emhance utilization of locally available mineral resources for
cottag; industries,

k) st &@qqg board for technological advancement through the
fabric;;tion of appropriate machinery, and

5) provide opportunities for the development of techmological self=-

L
reliance through training and exchange programmese
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In oxder to benefit from the FEAP's loans, the applicant must

1) have an operational account with the participating bank branch
nearest to him/her or the group, and

2) commit or show evidence of the commitwent of his/her funds/
resources to the project to the tulte of at least 10% of the required
capitale The Federal Government provides the take-off funds to the
participating banks under the auspices of FEAP Board. The partici-
pating banks are some selected coumercial barks, and Pecples Bank

of Nigeria with their branches in the LGAs,

The FEAP Board has approved 5 participating banks for its credit

scheme, based on the following criteria viz:

i) adequate capital base;
ii) competent management;
iii) sound asset quality;
iv) good liquidity position in the last six (6) months, using the
current account balance of the maingteam banks with central

bank of Nigeria.

Using the above criterian, the FEAP Board approved the following

banks in the first phase of the programue, viz:

Name of Bank Branche
ie Union Bank Plc (UBN) 248
ii. Bank of the North Ltd, (BON) 106
iii, First Bank Plc (FBI) L. 2
ive United Bank for Africa (UBA) 203
Ve Mri';a:nk ";lc (Af'r:i.bla't;k) 140

The 5 approved banks are expected to:

i) Provide counterpart funding equal to the amounts deposited
by FEAP in that bank;



ii.

iii,

iv,

Ve

vi,

vii,
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Manage the total fund in a call deposit amount;
dic:burse- as loan to beneficiaries both the FEAP fund and counter
part fund at FEAP loan conditions;

ensure effective monitoring and supervision of projects;

take 60X of the interest being charged on the loans for the
administrative, monitoring and supervision costs;

carry 25% proportion of risk in the event of credit losses which

ig subject to review after 6 months; and

enjoy a concesgionary tax incentive to be gpproved by the Horourable

Minister of Financee

The People's Bank of Nigeria (PBN) has also been selected as one

of tne participating banks to:

i)

ii)

iii)

iv)

adequately cover every part of this country. Three of the baks have

be used as condiut pipe for the relegse of and recovery of loans
such that funds are ouly relegsed to the banks as and when projects
are ppproved;

ensure effective monitoring and supervision of projects;

take 60% of the interest being charged on the loans for
administrative, monitoring and supervision costs; and

carry 25% proportion of risk in the event of credit losses which is

sub ject to review after 6 months,

It is believed that the branches of the selected banks could

i

been assigned to cover every State of the Federations

All fhe funds tir'l.der the Revolving loan scheme are to be disbursed

to the va.r.i.OUa states of the Federation based on the guidelines for
T

.

fund alloc":t'fi.oh'”t:o states approved by the FEAP'g Board viz:

1e
2e

Je

Population - 40%
States poverty level 4O¥%

Tqual disbursement 20%
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One of the laudable strategies adopted by the FEAP management
is the creation of about 200 viable resource-based cottage industries/
projects in areas of farming, traditional processes, industrial
processes and manuf gecturing., The execution/implementation of most of
the projects wmay not necessarily require machines but rather, simple
implements to work with, Therefore, in order to ensure that the
projects have more socio-economic relevance to the rural and sub-urban

population, they are categorised into:

i, Farming: This include the production of asbout 28 farm products
ranging from the production of Bemniseed, cassava, castor seed,

cotton, ginger, Honey, to Wheat, Vegetable, Sunflower, Yam and Rice.

']
ii. Traditiongl Processes: It covers the production of about 45 different

types of traditional meals, Bnacks and processed productse. They
range from the production of Adudu, Beads, Metal Craft, Blacksmithing/
Goldsmithing,to Agidi, Kilishi, Alkaki, Alawa, Dambu, Tsire, Tuwo,

and Zobo drinks.

iiie Minergl G:indin[;_: About 5 items were listeds They are: Bone meal,

gypsm, Kaolin, Limestone and Oyster shell,

ive Processing: About 91 assorted list of process-based products have
been identified for production. These include Adhesives, Beancakes;
Black soap; condle; Biscuits; cassava flour; chalk, crayfish powdex:;
dried gpices; fried fish; Gari; Maize flour; pepper soup; yam flour;
roofing tiles; sand paper; shoe polisy etce

v. Craft/Mamufacturing: About 21 traditional products have been listed
for 'pgpduc%j;ion. These include: Akushi; Azara; Furniture;

pottery; local salt; Zana; Mat; Morter and festle; etc,
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In order to engure the smooth take-off of most of the cottage
industiries agimed at aolleviating poverty and enhancement of the sociow
economic and politicagl status of the less privileged, about 75% of
the ¥7.% billion Federal Govermment proposed grant to FEAP in 1993 as well
as the N3.7 billion grant from the five seliegted participating banks
for counterpart funding are to be dicbursed as loans to the beneficiariés,.
The 75% of the totdl grants (811.1 billion) is expected to establish

about 15,000 big and small cottage industries in the country in 1998,

The wWltimate plan of FEAP is to ensure even gpread and impact
of the cottage industries across the nation., Therefore at least one
indastrial project costing about H500,000 and fifteen other swaller
projection each costing about“ilE0,0CD are to be established in every state
(about 8,000) of the federation., The disbursement criteria and

2
allocation of the loans for each of the states are in table,_{belowz

Tgble 2@ FBAP Disburscment Criteria and Funds Allocation to States

S/Mo. States Population Poverty Amount (& million
- ¥ IndcR
To Abia 2,338,487 Mot 78,98
(Abig/Ebonyi)
2e Adamawa 2’ ngob_s 13 07 12777
3. Ak‘h’&-Ime 2,‘*’09 '613 33.0 136.?7
k, Anabra 2,796,475 1643 92.28
Se Bayelsa 379 %0,15
6. ! BEJJ-Chi 4,351.“)7 55-6 168.9"’
' . (Bauchi/Gombe)
| ik » 14 -
A ‘ Benue ' 2,753,007 5648 152.13
8¢ Borno 2,536,0b3 4948 168,459
9. Cross-River 1’911,3? 3390 125-30

10. Delta 2,590 4491 162 114 .0k

i
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S/ND.

Peopulation

States Poverty Amount (8§ million
Index e
11,  Ebonyi 1643 78.98
12, Edo 2,172,005 1642 104.86
13 Emgu 3,154,380 1643 12797
e  Ekiti 2645 114490
15 FCT 371,674 b9 5 11772
164  Gombe 5546 168.94
17 Imo 2,485,620 e ot 117 .99
18, Jigawa 2,875,525 53.6 181.75
19« Xaduna 39935,618 dre? 160,00
20, KXano 5,810,470 5048 243475
21s  Katsina 347534133 a7 155.40
22¢  Kebbi 2,068,490 52.6 161.77
2. Kogi 2, W7,756 ekt 129.58
dte  Kwara 1,548,412 314 115.81
25, Lagos 54725,116 3240 210.87
26,  Nasarawa 4245 136.32
27+  Niger 2,421,581 Ll bt 155432
8. Ogun 2,333,726 %3 125.88
S (oi&ﬁgﬁ) 2645 194,90
30., Osun 2,158, 13 2646 121.77
31« Oyo 3,452,720 2249 145.59
32, Platea 3,312,412 L2.6 136432
(Plateay/Nasarawa)
3. BRI f iﬁf&iﬂi‘-ﬁma) 37.9 140415
34,  Sokoto I 470, 176 5246 166436

(Sokoto/Zamf ara
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5/No. States Popul ation Poverty Amount (M million
Inded

35 Taraba 1,512,163 3147 01

36, Yobe 14399,687 45,5 134416

37 Zamfara i 5246 166 ¢35

-

Sources: 1) National Population Compuission
2) Federal Office of Statistics and National Congumer Council
3) Family Bcowouwic Adwancement Programme (FEAP)
1997 Annual Report,

It is expected that the 15,000 cottage industries to be established in
the rural and sub-urban arcas of the country will create zbout one million
job opportunities for the less privileged in the societye It is projected
that this will improve the growth of the GDP by about 2% ammually between
1998 and the year 2010. Thus, the utilization of the locally availazble
raw materials to produce products which are hitherto imported will

drastically reduce goverament's import bills,

ALl projects being executed/implemented by the FEAP have been
given additional security through comprehensgive iusuraunce by the
NAIC for agro-allied projects and by the NICON for non-agro-allied
projects. Similarly, Project Monmitoring And Evaluation Bivision
has been egtablished for gathering and assessing technical data,
nationwide to ensure that no FEAP projects suffer die to lack of
effective, efficient and well co-ordinated monitoring and evaluation
activities.

T]%age is no dnuth m the fact that government's programmes and
institutions such as Operation Feed the Nation (OFN), Green Revolution (G

Better L fe, Family Support (FSP) and accompanying institutions such as
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the NAC3, NIDB, NERFUND, NDE, PBN, CB, FEAP, etc were instituted to

alleviate the economic problems of the citizenry. The beneficiaries of

these programues have contributed to their failures throu;h such

action as: change of addross of contact, diversion of money loaned for

other things, etc to get awgy from repaying the loans. Ioans need to be
i

repaid to ensure continuity. These and other activities of the banks!

managers led to the institution of tribunsl for the recovary of baak loanse

Thus, in order not to fall intc the same trap entered by the previocus

economic¢ institutions, thl;farticipating banks are expected to assist
the beneficiaries in the repayment of their loaans by ensuring that all
loans disbursed are nroperly utilized for the purpose for which they were
meant. Because it will be fairly difficult to repay loans by the end
of the 3-year stipulated period for loan recovery especially when the'
beneficiaries are unable to dispose of their nroducts, readily available
market are expected to be provided in the country for local products
while relevant institutions such as the liigerian Zxport Promotion
Council (NEPC) . would sasure fair prices and good market for export
products, According to Reuben (1991), Donaldson identified 3 possible
methods of monitoring loan portfolio. These are;
4 continuing quality control of the loan and the project involved
2) establishment of loon andit departiment to deal with matters of loan, and
3) constitution of inspection team for logng inspection and followe-up

of paymwent or collateral. Thege observations are relevant in this

study '‘especially as it relates to the management of the informal

finspaial ;i.natitutians and gystengze
. A :
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1dition i cial Ingtitutions an

Informal/traditiong] financial institutions and systems are those
indigenous thriving savings and rural credit systeus/schenes such as
the Daily Savings Scheme; Thrift and Credit Association; Co-operative
Credit Societies; Cycle Saving Schemes/Clubs etc organised and
monaged especially by rurgl communities and the umpriviledged urban
and sub-urban dwellers of the societye 1t ic usually establiched by
a group of individusls who voluntarily come together to contritute
specified amounts at fixed regular intepvals and the total amount
contributed at any giwen period is given to an individual member on

rotational basis until the cycle is coupleteds

The me!nbarﬁhip of thriving and credit schemeg/systews usially cut
across age, sex, religion, tribe, occupation, snd sociowecoromic and
political statusc in the society. There are however those organised
specifically around occupational groupsy: age, religious and cultural,
groups or socio-econowic class, etc. The informwal fingncizl institutions
are conceived as catalyst to rural development efforts which the
National, Development Flans (NDP) necd to focus on. Regretably, the
NDPg seemingly fail to involve local people in either the determinae
tion of development priorities or in the execution of projects
designed to improve the life and properties of the rural dwellers and
the under privileged.

The traditional savings, thrift and credit institutions and gystems
can be broadly cateporised into two. These are:

1 The Daily Savings (Adashi) whereby en individual voluntarily taokes
Jode .- ¥
) ¥

upon himself/herself to go round petty traders, market men and

women, housewives, farmers, roadside mechanics, etc daily to collect

whatever amount a contributor may wish #to deposit with him/her.
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pe|

As no interest is paid for deposition, at the end of a specified pcriod
(usuglly end of the month) the total amount deposited is returned less

a day's deposit £o be retaiued by the collector, Usually, a record

of the tramsaction is kept by contribtutors/depositors while the

collector may use the funds so callected for say short-term interest.
bearing loans to others. For cecurity reasons, a collector regicters with

local authorities.
le Savi Scheme -

This is a gystem whereby a pgroup of individuals not necessarily
having the same econonic level nor socio~cultural bonds jointly
contribute part of their earnings to provide themselves with credit at a
reasongble rateof interest, Alternatively, menbers contribute
specified amount at regular periods, the wum of which is pocled and paid
to each ceontributing member at predetermined order until the cycle
is completed. Therefore, depending upen the cbjectives of the group;
the money so0 collected could be utilised/disbursed in the following
mignnearss:
ae the entire money collected periodically is given to individual

contributors in turn without interest until the cycle is completede.
be Certain percentage of the noney pooled is set aside to provide
soft loang to both members and non-members while the rest is given
to members in turn until the cycle is completed.
¢e The mopey pooled is solely dedicated for the provision of soft
loens to non-members (third party), whereas the interest acrued
is shared to members at maturity stage while the base sum is
i :

'réinvéstad for continuity.
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Commenting on the advantages of the rotating savings and credit

asgociation over the private money londer, Geertz "1962: 254 ) observes
that in the latter case, the money rests while the interest runs,

whereas in case of the asgociation, the capital destroys with the

payment of part payment of the loen partiewllarly if it were by the
members. Odozi (1982 16) adds thst, unlike the hierarchical structure
of formal financial institutions, the rotating credit association is
structured horizontally with powers of members diametrically neutrale
Osaze (1993 :12) also remarks that the advantasge of the rotating savings
and credit associations over modern financial institutions and rural
banks, particularly in the rurgl areas, lics in their ability to give
quick credit in the rural community who require their services, the freedom
they give their debtors to deploy extended credit to whatever uce they
desire, the repayment flexibility and adaptability to the peculiar neecds

of borrowers and their low overhead ond trancactions costise

On the importance of rural credit, cchemcs generelly, Padmanzblan )

emerged
i

as a powerful policy instrument to deal with the problems of rural develop=-

(1988:ix) argues that over the past seven years, Rural Credit has

ment in the Third Worldeess Any lever (such as the rural credit schemes)

which can trigger a process of hope for them ghould not be azllowed to
antrophy. He is of the view that if rural fingncial institutions can
show better way of managing rural people's financial resources, they

should become more deeply rooted in the rurgl community.

Nevin (1989:22) remarked that however poor an econowy My be smnd the
poorer al cgunt'r:,r isy the greater is the nced for agencies to collect
and in\reai?the; isavincs oli":-tha broad wass of pergons and inctitutions
within itﬁ borders. Such agencies will not ouly permit small amounts &

savings to be handled and invested couveniently, but will allow the
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the owners of savings to rotain liquidity individually aud finance longe
term investment collcctivelye Thoe International sywposium on '"Mobilisation
of Personal Sovings" in Yaounde (1985) also held that the mobilisation
of domestic savings has an increasingly decisive role to play Lecause

of the wmagnitude of the iatersationgl finaniciel crisSis.ess Xarthersore,

the develeping couwntries do have untgpped savings notentidls.

Soume notavle informal financial institutions available in the
country before the advent of modern banking institutions in 1892 include,
money lender, Revolving loan scheme, Local Credit Association, Thrift and
Credit Cooperative Society, Ajo, Consumer Cooperative Socicties
conceptually,

a. Ajo = is a dally conbtribution of pc{:pil.e-i t:specially' within low incose
group based on their finoncial strength whereby the contributors
receive back their savings at the end of the moath but less the
initial contribution to be taken avay by the collector as courd cgione

b. Revolving logn gcheme -  is whereby the money contributed is given
to a member at the end of a given or prescribed period on rotational
basis till the last contributore It is more popular among workers,

traders, housewives, friends, etc.

Ce Money lending scheme = is a traditional conterpart of umodern credit

institutions. It is popilar among business men and women,

transporters, traders and elites.

de Thrift and Credit Coonergtive Society (TCCS) -~ is usually opened to
all resronsible pcople in the area, but more particularly among'friends,
relatiﬁnls,, veople of the sause profession/trade, etc with the objective
of accuxmlr::tfion of funds through mer..zbers' regulr;r pavings and deposits

into a common fund for lending to the needy wembers at reasonable low

interest rates for provident and productive purposes,
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A study of Epus Clubs gnd their performance in mobilising rural

savings and extending credit in Oharzara sub-divigsion of ¥ust Central
State, Nigeria by ¥roncis and Leonard (1976:32) reveal that orgamisa-
tionally and operationally, the clubg exhibited a high depgree of
variability, Membership of the clubs averapged 52.,5% Clubs built around
age groups or church affiliation occasionally had more than 100 members,
while these restricted to salaried workers are commonly swall, hawing
membership of ten or fewi;:r.

The 25 clubs Eturﬁ.edii‘rancis and Leonard cumulatively mobilised
in 197%, about H17,925 or H13.63 por member, Six clubs composed
of higher income salaried workers saved about B308 per meuber.
The members indicated that the club provided a strong inducement to save.
Monies realised from the savings wereé invested in farm projects including
payment of hired labour, mmdtaxes (21,4%) non-farm investuments such as
school fees, trade expansion and house construction (#4.59). TFestivals
and ceremnies (7.27), food and clothing (18.2%)s The merbers planned
to continue their membership becouse it enable them conserve small
amounts of money which mizht otherwise be yasted. The savinpgs enable

them to accumilate funis for large purchases or investments,

In znother dimension, it could be arpued that the informal financial
instftutions and systems have great role to play becanse of the
inability of the formgl financial institutions to effectively service
the rural areas and other sectors of the economy. This is due largely
to high cost of dealing with geographically dispersed swall borrowers
and savers in the scatered rural areas; the urban orientation of the
formal itf!i._;t::'Ltj::l.i:.:i.uns and éystems, the cultural gaps between traditional
lenders and borrowers versus the formalised gystems; the cumbersone

and inflexible requirements and procedures for securing loang/credit of
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which an average ruradl entrepreneur may not easily satisfy etc. This
is albeit the inelastic and limited capacity of the inforual financial
systems such ag the cooperative credit societies to supply: adequate
loangble funds or e xpand and provide appropyiate volume and range of
There is also the icsue of

financial services required./ the traditional money lenders' usual
inability to effectively mobilize liquid funds required by the average
entrepreneurs and enterprises; and the borrowers' conception of the

entire formal financial institutions borrowing systems as being

anti-developmental and exploitative.

A study on the integration of formal and inforwal finaoncial
institutions in Nigeria particularly the Thrift and Credit Cooperative
Societies and Commercial Sanks by Babatunde (1995:47) shows that
there is no water-tight distinction between the activities of the informal
and formal financial markets/institutions. The informal financigl
market performs legitimate economic functions and their operations
are frequently more cost effective and useful for the poor. This
finding is in variance with the popularly held view that inll‘ormal
capital market is exploitative, anti-developmental mnd incapable of
expanding to provide an appronriate volume and range of Ifinancial

services needed to meet the ever increasing population of ligeriae

The inherent wealnesses of the formal financial institutions in
providing financial services esgpecially, the cumbergome processes of
granting losns and advances or opening an account, has been taken care
of by the informal financial institutions such as the TCC5,

Thus, Bi’*‘f‘i th?_operatiop.;s and scrvices of the two systems are basically
o ot ot e

the same é}:ce{:at with aliéht differences in the mode of operation, the

integration of the two oystems, according to Babatunde, is feasible. He
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He argued that it will increase the rurgl dwellers' opportunity to emjoy
modern banking services and increase capital accumulation and formation
to enpure efficient distribution of available resources among the competing

financial demands and necdse.

It has beea observed that many Higerians who vere olce apprentice to or
have worked for some slilled and cnte:prisi{:g‘ craftmwen ond womwen as well as
traders have oventually pone Asto busine-s's for themselves znd become
succesgful, There abound entrepreneum‘ who have started their lives as
house boys and girls but who later saved enough from the allowances
realised from their places of work to become successful hauliers or get
spprenticed to an enterpriging trade or profeszsion. Through a coobination
of self determination, hardwork and perseverance, they amasced wealth

for themselves and their family.

Similarly, it is evident that majo;:'iiar of Nigerians who were
apprenticed to a trade such as bricklaying, cabinet making, mechanic,
repairs; . _

electrical/ kmitting, sewing, etc or who work for, say, drug store
owners, traders, animal Busbandary, etc end up becouming entrepreneurse
The traditional practice in Higeria .  tos=date especially in some
trades and profession is for the entrepreneur (i.e, the boSs) to hellp
his/her servants or the mpprentice set up business of their own; help
them locate viahle business sites; and give them some initial capital
or inventory to start with, The mostersusually tale pride in relating
how many entrepreneurs they have successfully groomed and help them

start thlei;,- personal businesses and are equally muccessfule.

It jaswithin the above context and other similar others
that made this study very relevant especially in this present lligeria

where the gap between the »rich and the poor is widening leading



to the extinction of the middle class and more importantly non-availability
of other viable income augmenting sources to cope with the i;:creasing‘
hardship in the ecoﬁoutr. The study is to justify the viability of
informal financial institutions and systems as reliable sources of

financing SME, They are usually not too capital intenzive to start and

manage o

2.7.6 Conclusion

Attempt has been made to review related literature to the study.
From the analysis of the findings in the ILiterature revicwed, it could be
said that majority of the rurzl and sub-urban dwellers do not effectively
utilise the facilities and services of the formal financial institutions
and systems, particularly loans and advancese. This is principally due
to the stringent conditionalities attached to such loans as well as the
urban-oriented nature and location of the institutions and systems.
Government's efforts towards encouraging the utilisation of formal financial
institutiong especially by the rural people is yet to have any significant
impact on their socio-economic activities. The only viable option for
sourcing funds to finance the socio economic and political activities of
the rural dwellers as well as the undcrpm‘.villtegwed urban and sub-urban

low income eamers is the informal financial institutions and systems which

tend to have relaxed conditionalities that they can easily satisfy.

Regardless of the structure of the informal financial institution, it
is by and large a system vhereby individusls with cowmon interest, rather
than necessarily having common socioweconomic and political status,
willingly 1{.0%1 f:fi.hnncial i-:asoumea together to assist the contrilbuting
members finance investmentg/activities of their desiree The gystem has

the capacity to easily mobilise savings and extend credit to contributing

members snd other cregible members of the society who wight be unprivileged
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to finance their socio-cconoitic and political activities. The informal
financial institutians and systems are mostly organised and nanaged b;}
the mural and sub-urbuan dwellers as well as the loy incoile carners who
are usually financially handicapped to engage in other viable income
augnenting venture such as the SFEs to cope with the increasing financial

eommitments and demands of the time,
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3«1 Introduction

This chapt er discusses the method adopted for conducting the

research, The discussion is based on the following headings:

3.2 Research Method Adopted

3«> The Population

3.4 The sample and sampling Procedure
3,5 The Instrunent for pata Collection
346 Pilot study

3.7 Data Collection Procedure

3.8 ©Data Analysis Procedure

3.2 Research Method Adopted

The research method adopted for the st udy is the survey method.
The choice of the method was based on the mture of the research
problems invested. The research covered a wide spectrum of the Nigerian
society with the research suwb jects runnming into hundreds. Goldhar
(1972316) obgerves that thisg type of research method consigts of those
t echniques which serve tp gather temporary data either by direct
measuwrenert or by solicitation from others. The study investigat ed the
efficacy of Cycle savings Schene (CsS) as a viable source of funds for
fipancing small and Medium Scale Enterprises (SME) in Nigeria. Hebhce

the appropriateness of the choice of the method adopted for the sudy.

3.3 The pPopulation For The gtudy
The.population of the eudy are the propridors/collectors of the

Cycle savings scheme and the members of the saving schene in Nigeria.



5.4 gample and Sampling Procedure

rhe Cycle savings gchene (Cs3) is widely practised by Nigerians ,
irrespective of their-socio-cultural, economic, religious and political
status. It is however more particularly practised among the rural and
sub-urban dwellers and the low and middle income gtrata of the sociely,

Ideally, in a research of this nubure one would like to study the
entire Higerian population fo give more weight to the findings of the study.
EHowever, becauge of human, econmmic and time constraimk, the researcher ig-
unable Lo study the entire population and thus settled for a sample,
Consequernkly tlierefore, a simple random sampling technique was used to
select twenby (20) CSSs represented by their proprieors/collectors and
twerty (20) contribwing members from each of the 20 C83s selecteld from
Kaduna and zZaria enviroments. [rhis gives a smple size of 0 CsSs a

proprictors/

(represented by Eﬁﬁ’collectors) and 400 contributing members used for the
study. [he manbership of the sample is not limited by Che educat ional
backgrounds, socio-economic, cultural, re¢ligious and political affiliation
of the memberse This sampling procedure is in congonant with that Xrejoice
and Morgan (1970:30) advocated for, to ensure accurate and fair representation
of the population being tudied. The areas selegted for the ctudy are
cosmopolitan in n:fure where there are different people from «dl wulkg of

life acrouss tlie country and beyond.

%.5 The Instrunent for Data Collection

he memberghip of the sample studied are scatt ered across the areas
chosen for the study. That is, Kaduna (Kaduna North and South Local
Goverment Areas) and Zaria (3abon Gari and Zaria local Government Areas).
In order to ;elx;u;iw?"pri?acy and create confidence in the.munbm"s cf the

sample d:ucﬁ..mll, the major ingtrusent ugsed for the data collection was



o5

questionnaire for both the collectors/propristors and members of the CsS.
The questionnaire was structured to reflect the objectives of the sudy
and the research questions raised for answers.
However, in order to verify some of the cbservations made in the
complet ed guestionnmaires returned, mmstructured imterviews was conducted
on the respondents. The docwuments of the CsSs stud ed were also examined for tk

same pUrpose.

3.6 Ppilot stﬂ

A pilot study of 2 CSSs and 5 mgmbers from each of the Csss in

Soba and Yakawada Local Govermert Areas of Kadune State was conducted in
January 1997 to validate the instruments used in the data collection exercise

for the gtudy.

The result of the sudy shows that about 2 weeks is required to

completed : :

disiribute, complete and collect back the / questiommaires, Also,
research assistants from different educatioml backgrounds; and socic-
economic, cultural, religious and political affiliations are needed to
agsig in the digribuwion and collection of the completed questionmaires

as well as in the im erprefation and/or translation of questionms for

clearity to the respondants.

3.7 Data Collection Procedure

The researcher personally admimist ered the qguestionnmaires meant
for the proprietors/collectors of the 20 CsSs studieds The same method
was applied for intmie\.ﬁ.‘ng them and studying the documents of the CsSs.
Phe collectors were given one week withim which to complete the gquestionmaires

served then;.
hodd B
l lﬂ(& pah ’.,‘
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The guestiommaires adminisgt ered on the members of the CSSs studied
were served by thé researcher and the research nssid:auts.l ﬂouever: the
researcher persomally interviewed some of the responding mesbers to clear
smbiguities idemtified in their responses. The contributors were also
given one week to complete their questionmire.

In situations where some of the respondents could not understand
some of the guestiens asked in the guestiomnaire, both the researcher and
the research agsigtants come to their rescue. [he researcher and the
research assistants also assisbed to verbally trunslat e the questionmaire
into the laugungc:/ihe respondants who could not read nor understand
English language used as medium of communication in the guestionmaire,

- The languages are: Hausa, Yoruba, Ibo,
Fulam and Kaje., These shortcomings ia particular, and the scattering
nature of the respondants as well as the poor nature of the Nigerian
postal services system compelled the researcher and the research assistants
€o personally adaimister the questionmaires. The research assigtarts are

tribal and

from different/educational backgrounds, socio-ecomomic, cultural, religious
and political affiliations. :

All the gquestionmaires served the 20 C35 proprieors were completed
and returned, Thig represents 100¥ response. However, of the 400
questionmaires served the 300 css contributors, only 300 were completed
and returneds This repregents 75 respenge.

In research of this mat ure, it is usually obvious that 100% return
of completed questionmaires is not expected. rhis observatiom is supported
by Babbie (1973:165) when he states that "if a high response rate is

a.chievéd:‘*thée is less chance of significance response hias than if a low
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rate is achieved", He added that "respouge of rate of 504 is adequate
for analysis and reporting, when it is 60% it is good and 70X or more

is very goode. TIhus, since the response rate is over 70%, it could be

concluded that it is very good for the amalysis and report of the findings

of the Ei‘.udyo

pata Analysis Precedure

The statistical technigue applied for fhe amlysis of the data
collected through questionmaires, imk erviews and personal obgervations
is simple descriptive statistics particularly percemages and frequency
tabless The choice of simple descriptive statistical technique for
analysis of the data collected for the study is based on its
appropriat eness for cages involving the summation of varied responses
to specific questions. The percertages derived from the suxsation of
responses t;l:;;uest ions asked, ag reflected in the frequency tables, was
used simply fer rating and imt erpretation of the responses of the

respondant s,

i
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CHAPTER 4

DATA ANALYSIS AND DISCUSSION OF PHE FINDINGS

4,1 Introduction

This chapter deals with the amalysis and discussion of the data
collected for thig studye The gudy was undertaken to idemtify why
people engage in Cycle Savings Scheme (CSS) as againg Wilising the
facilities and services of the moders banking systesst©? fimance their
verkures; how CSS are being organised and managed; and wiat the
proceeds (shares) realised from CSS are being used for.

The analysis and &i.scussion of the data collected answered the

following research questions. viz.

1« Why do peeple engage/participat e im CsSS?

2. How are CSSs mamaged?

3, What do members of CSSs use their preceeds (shares) from the
schene forg

L, How viable is CSS as a source of funds for fimancing

(I |
small and Mediuu Scale Enterprises (SMEs)?

The sudy cevered twerty (20) CsSs and twerty 20 mexbers from
each of the 20 CcsSs selected using simple sampling procedures. The
data for the study were collected principally fram the questionmaires
adninisg ered on both the collectors and comtributors of the CsSs
selected for the gtudys Other methods for collecting data employed
were mnstruct ured imt erviews and persomal ebgervation of the records
of the CSSs select ed for the £udye The guestionmaires were
adninifd;.;;reﬁ-perunlly by both the researcher and the research
assigtarts while the interviews and recerds observations were done by

the researcher inm person.
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The guestionoaires adninist ered om the 20 CsSS collectors were all
canpl eted and returneds rhis represents 100% responses The questionmaires
adninist ered on the 400 CsS cormributors, only 300 were campleted and
returned. This represents 75% recponse. Thig percertage respomse is
adequat ¢ enough te make meaningful judgements and i erpretations ef the
outcome of the results obtained with over 704 degree confidence. Besides,
some of the questions in the questionmairesimade roam for more than one
possible ansgwers to allow the respondants indicat e their varied responses
based on the true judgement of the prevailing circumgfances and the

realities of the time.

Occupation/Prefession Of The Respondants

An analysis of the data collected frem both the proprietors and
menbers of the CsSs studied shows that they belong to several occupations
and professions ranging from trading, teaching, farming, carpextry,

housevife, driving, down to dying.

-3 e I
P e, T
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pable 431 Occupatioqurofession of Respondents
occupation SE::}:rletO; sc!:::her%
Housewife 15 Selt - -
civil servant 18 6.5 20 7
rrading 19 7.0 23 8
preaching - - 10 >
Business Entrepreneur 10 346 - -
Hair Dressing - - 1?7
craftmanship 8 340 - -
Hawki ng 12 bl 4 5
car washing = - 0 | 3
gtudert ship 17 6e2 - -
Farming - 145 36 |12 't
Tailoring 17 | 6e2 15 | 5
Mechanic 16 58 16
Barbing | 12 bk - =
Load carrier \ 14 5+0 - - \
Carpentry 7 2e6 10 3
priving 11 |40 5 | 2
1Going (Kabukabu) 1% 58 - -
Poultry farming - - 16 5
curbling o 1e8 10 3
Knitting 9 342 9 | 3
Firewood selling 13 47 8| 3
yeat selling (Bubcher) 12 | bt w2 | &
Grossery g ‘# 342 0| 3
Blackemithing ? 246 18 6
Gardening L 540 12 L
n'ycleaning/mundaring 6 242 5 2
Dying b 15 15 5
potal | 295 | 100 | 300 | 100
-



In order te indicate the type of profession and occupation the
respondeit s beleng, they were given opportunity to indicate all
possible professiong/occupations they are engaged in. There is
unenimity on most ef the professions/occupations the respondexts
belong. From the above table, it could be said that majority of
the respondert s are traders, civil servait s, farmers, mechanicg,
pouliry farmers, tailors, blackamiths, lh:au:'u' dressers, hawkers, and
teachers, This suggests that there is no restriction as to who
should organise and manage a CSS, or to the membership of the CsS.

Further discussion with the proprieors of the Css showed that
there is indeed no restriction to the religion, culture, tribe/
language and place of work of the mesbers. rhe membership of the
CsS is aleo not tied to academic/professional qualification. It is
however discovered that majority of the meabers of the €SS (25%)
have no formal educatione Abouw 15% of them are WASC/SSE/TC II
certificat e holders; 1% have Elememtary/Adult Lit eracy Education/
Islamiyyah Edueation/piploma, HND and NCE Education, while 10%

have postgraduate qualifications,

Reasons Why People Participat e In Cycle savings Scheme

Attenpt was made to identify the reasens why people engage in
C8S either ag a preprietor or member of the scheme. Several reasons
have been advanced for engaging in such verture,

From the gquestionnaire, both the preprietors and menbers were
given the privilege te indicate all possible reasons for their

act iolnﬁ".

b e



Majority of the CSS proprietors (15%) engage in the venture
principally as & busginess outfit; to assist in the developmernt of
the sociely; to make corfact with people and also to keep themselves
busy. About 6% ef the proprietors engage in the Css venture to assist
in the development of people; as a hubby and to enrich theuselves.
However, 3% eof them do so as a fun or to assiel the needy.

Majox:ity -f the proprietors (40¥%) indicat e that money/capital
is required to start the CsS venture. This may range between ¥250.00
to #5,000.00. wha!:are also required to start the venture include:
safe facilities (20%), assistamt s and guaramtors (15¢) and tran&:pm‘t
facilities (10%).

The menbers of the ¢SS indicat ed several reasons why they
participat e in the scheme. This ranges from sourcing funds to train

themselves, to making it a bobby. This is clearly reflected in
Table 432 below.

Ta ; =
e



Table 4:2 Reasons For Engagi ng/pParticipating in CssS

Reasons score %
To Train Myself 27 5
To Start Business 90 16
To Maintain Business & 1
To Build House 22 -
To Get Married W 245
To Pay Child's gchool Fees 26 5
To Buy Childvs school Materials 25 L
To Farm 0 9
To Maintain gelf ‘ 12 2
To Assigt Others 2 35
To Provide gifts During Ceremonies 12 2
To Furnish House 22 &
To Meet Religious Obligations 16 2.8
To Meet Govermment Directives 12 2
To Trave, On Pilgrimage 14 245
To Mee Community Directives 18 3
To Participate in Tribal/Ethnic Activities 17 2
To Pay House Rent 2k L
To Undertake gpecial Projects b 25 6
gee it as a hobby 18 3
I don't know 12 2
Total i 570 100

The respondart s were allowed to indicat e all possible reasons
why they engage/participate in CsS. Table 4:2 above shows that
majqrity of the CsS members participate in the C3s due to econamic
r?ésns.; \Abod: 16% of them participate in the CSS to enable them

TR :

source for funds to start business or to maintain their exising
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businesses (1%). In order of priority and ranking, farming (9%),

undertaking special project (6%); and self training (5%) were other
reasons advanced by the respondants, o

About 4% of the C5S members consider it as a aourcec;funds for
building and furnishing their houses; 5.5% as a means for asaisting
others; 3% as a hobby, as a means of participating in their tribal/
ethnic activities and for mceting their community directives, uhile
2.3% of the respondants consider Css as source of funds for meeting
their religious sbligations, about 2.5% of them consider it as means
for getting married and for travelling en pilgrimage, Abou 2% of the
respondart s consider CsS as source of funds for maintaining themselves
and for meeting ceremonieal commitments. The same percerfage of the
respondants do not have any specific reason for participating in the
CSSs.

On how the ¢3S is being publicised to attract new members and also
retain the exising ones, majority of the Css proprietors (30%) studied
use their friends to do soe About 20% of the CSS propri e¢ors make
announcen ent 5 :I: public gatherings and at places of work fo attract new
meanbers. Some of them (15%) however uge their neighbours and place
notices at strategic places to advertise the Cgs.

Majority of the CsSS members studied (22%) confimed that they geb
to know of the exisg ence of the CsS they belong to through persom;].
contacts, through friends (20%), through neighbours (16%), through
relations and colleagues (10%) and through share coincidence (7%).

very few of the €SS mewbers (2%) became aware of the CgS through media

ous fitd ahd notices placed at strategic places to attract new members.
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The foregoings suggest that the methods used by the CsS prepricors
to advertige their products is effective and appropriate.

The average income of the CSS members studied ranged from ¥2,400
per anmm to about 100,000.00 and above. This suggests and confims
that the membership of CSS is mot restricted to economic status. what
is however certain from the amalysis of the CSS records, i erviews
conduct ed and the analysis of the complet ed questionmaire is the fact
Chat, the level/extert of a member's comtribublion in the CsS is a function
of the econamic power of the masber:particularly hig/her average income
per morth, year o::;:rny other given period of time. The amounts being
cortribut ed by the C3S masbers studied per given period/se;sion per flead
range from ¥10.00 te #5,000.00 and above. The fregquency of contribution
also range from daily, weekly, forthnightly, monthly to annually.

Some of the CsSS members indicat ed that they have been on the schaye
for decades or couple of years. This suggests that the CSS is a reliable
source of funds for fimancing their commitments. The returus on investments
are appreciable. It could also be said that there is some appreciable
level of acceptance and reliability on the doctrine of the CsS as viable

source of funds for the people.

bt Maragement of Cycle savings Scheme

Depending upon the pature and type of the C3s, the size of a typical
CSS membership range from 2 (usually among friends) to 20 and somet imes
up £o about 100 members and above. The size of the C3SS membership is
largely a function of the objectives, capacity and ability of the
propri etor,; particularly as it relates to the hwman, fimncial and material

oo g
resources required to sfart and mairtain the venfure.



The duration of a cycle/regime range from one month to a year
while the frequency of cormtribution per session/period range from daily
to monthly, quarterly and annually. Majority of the members of the C33
under study (50%) contribute their dues monthly. jbout (26.7%) of the
members comribute their dues daily; 7.3% of them contribute on market
days (4 days interval); €% weekly; and 5% gquarterly and annually. The
CSS propridors also confirm that majority of the ¢3S members (35%)
contribute on monthly and weekly basis. Abouk 204 of them corribut e
on daily basis while 10% forthnightly,

The CSS members mostly cortribut e money (cash/cheque) to be given
to members in turn till the cycle is complebeds However, in cases where
mat erials are to be given to the contribuwors directly or the money
collected is to be used to purchase the items to be given, majority of
the members (37.5%) go for house wares; 304 for foodstuff; 20% for wears/

contribution
clothes, and 12,5 for cash crops per/session until the cycle is compl e ede

It has been discovered that most of the CSS proprieors (60%) go
round the menbers in person to collgd; their dues. %hile szome of the ¢3S
menbers studied (30%) would prefiirﬁzgeir dues to the proprieor/collectors
themselves, some of the proprietors (10¥) use their assistants to collect
the members' dues.,

where money is involved, most of the CSS members (45%) do give cash
when due, About 20% of the members prefer giving cash/cheque in advance
wiile 15% of them give cheque when due.

The modalities for the disbursement of the sghares/proceeds from the
sanngs‘m the benefitting CsS member is usually a function of the

IR ] prr

objectives for which a propridor establishes the CSS. wWhile mogt of the
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proprieiors (40¥%) studied do not give all the shares to the benefitting
CSS members when due or in advance, 30% of them assist in clearing/
cashing all cheques before handing over to the benefitting members.

Abowt 10% of the CsS propridiors studied give all cash/cheques to the
benefitting mesbers when due, while about 5¥ of the proprietors give
cash/cheques to the benefitting menbers in advance. Where money
collected is to be used to purchase certain agreed upon materials for the
contributing mesbers, such it ans are usually bought and given to the
benefitting members together with the cash balance where available.

The benefits a typical CsS proprieter derives from the scheme
is largely a functien of the objectives establishing if; the policy
adopt ed for running/managing the scheme; and the share size of the
membership, gSometimes, the policies are u:.tlually agreed upon in.bet ween
the members and the proprieiors.s The benefits derivable from the scheme
by the propridors could be in kind and/or in cash. It could also be
in form of commission/gratification depending upon the policy and
mat erialg/it ems being contribut ed.

About 33,3% ef the CSS propridors studied indicat ed that they are
satisfied with the pleasure they derive from assi &ing others. However,
abowt 26,7 of them indicat ed that they get monetary commission er uge
the money so called for their self developmeni before handing it over
to the benefitting comkributor whem due. Others (13.3%) only get
mat erial gainse.

It hag beesn ebserved that the amount of menfary gains a CsSs
jroprid‘.p;;! could get depend upon the size of the membership of the Css,
-t‘.he freq:u;ic'j' :;:l' contribution and the ameurnt being contributed. It

ranges from §20.00 to about ¥50,000,00 per draw in a given cycle/regime.
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Usually, no.ney collected ingtalmertally per draw in a cycle by the
propridor will almost amournt to a complete share to be drawn by each of
the contributing members at the end of a cycle. Thus, while some of the
proprieiors might be cot ext ed with collecting their share/commission at
each draw, ethers would prefer collecting the firsl ingdalmert or the
last one in a cycle,

It hag also been discovu't;d that members of some CSS prefer mub ual
agreement on the percemtage of /eshare a proprietor should get s It could
renge from 2%, 5% to 10% of a share., The general observations frem the
menbers are that the proprieior has te be given some reward due to the

expected
efforts and rigks involved in the exercige. Such money/mat erials are/to
serve as morale beast er and sowrce of building more confidence in=between
the members and the proprietorse.

From the analysis of data collected, it has been discovered that
some of the members of the CsS do default in one way or the other, TIhis
creat es problems in managing the scheme. gSeme of the problems range
from non=regular paynent of dues to refusal of the mambers to share any

liabilit y that might have arisen.
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Table 4:3 Problems Encountered by CSS Proprietors in Mamging ‘Hg_,’,",

Cycle saving gchaae A-0
_ I i
Prcblems score &

1y ____,......—.#—-—————_
Ne Problem At all 20 20
None Regular lodgementsg M W
Contributors Abscond 6 6
Contributors Contribut e in piecemeal when 0 10
due
Contributors feel uncommitted after 10 10
collecting their sghare
Centributors do not continue cortribution 12 12
on receipt of their ghare
Frequert requests for change of pogition 10 10
Loss of it en/money collected 10 10
Contributors refuse gharing liability 8 8
Total 100 100

Che respondart s were allowed to indicate as many problans encowurt ered as
possible. Although majority of the propridiors (20%) indicated that they have
po preblem of managing their CsSs, about 14 of them have problaens of non-
regular payment of membership due/contribution. Abowt &Y% of the propridors

indicat ed that the members are unwilling to chare any liability arising from
e

the management of the outfit. Reasons advanced by the corributors for su

negative attit ude include:

(i) the collector gets commission from their shares;
(ii) the proprietor kmows all the contributors and the b
sirat egy to apply;
(iii) the proprieor fails and therefore should face the music alone;
(iv) L;I;e Ichmprid:or already has the mandat e of the members to recover
any defaulted cerxtribution, and
((v) it is the proprietor's outfit and therefore should face any

lisbility arising frem it,
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some of the measures adepted by C5S proprieors in handling defaulting

cotribuwors include:

(1)

(i)

(iii)

(iv)

reporting the cage to the elders/relations/employers of the
erring contributors (1%);

reporting the case teo the law court and/or persuation of the
default er to oblidge (16%);

reporting the matter to the law-enforcanent agernts cuch as
the police and/er employing physical attack to collect the
it ems/money (10%); and ¢ &

auctioning the defaulter's properties to pay for the it ag/
recover the money and/or encouraging the benefitting manber

to collect his/her share from the defaulfer.

Despit e the above problems associat ed with the managanent of the

csss, (table 4:3), the preprietors under study still feel very comfortable

to cortinue with the verture.

Some of the reasons advanced for their comtinued action include:

(1)
(i1)
(iii)
(iv)
(v)

(vi)

It is a means for their livelihood;

The vert ure helps them meed their pressing needs;

the Commission derived from the verture augment their incomej
CsSS serves as a seurce for fimancing their businecs;
CSS serves as seurce for maintaining their family; and
CsS helps in meeting their financial obligations and

conmitmert g

The members of the CSs also encount er some problems during the course

of conl:ribut:llﬁ_to;j:he schenes The problens range from reluctance of the

centributors fo codtinue paying their dues on receipt of their slares to

difficulky in cashing cheques lodged by members.
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Table 4:4 Problens Enceurt ered by Menbers of CeSe3.

pProblems score e
Proprietor uses the money before giving to 60 1
cortribuwors a2
contributors are reluctant to pay their dues 136 o2
after collecting their shares 3 .
Contributors fail to pay their dues as at N 123
when due - o
Contributors pay their due in piecaneal Lo 767
pPropriciors insis en collecting dues in .6 3.1
advance 7
Proprietors insis on payent of dues in L 0.8
cheques '
Proprictors ingig on paymert of dues in ah ko6
cash - *
pifficulty in casbing cheques paid in 8 145
payment of commission on cheques cached 0 2.8
by proprietors - -
Non-readiness of proprietors to pay:
shortages/liabilities from defaulting 28 Selt
ceusributors
Proprietors' insigbence on sharing liabiliti es 8 145
Contributors abscond after collecting their -8 o L
shares “ o
Paynent of commission to propridors 28 Selt
Non-payment of shares to benefitting 5
contributor i 2
paynent of shares to benefitting 8 1
comtribibor in piece-meal -
No problem at all 36 6.9
Tokal 50 100

The respondants were allowed to indicate as many problens encountered as
possible. The above table reveals that the major preblem (20.2%) encountered
by the Cs3 members is contribuwor's reluctance to pay their dues on .

) -4\-;- ; . * ]

collection of their shares. This is followed by contributors' failure to pay

their dues as ab when due (12.3%). The leust problem encounterad by the €SS
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meabers is proprietors! insigftance on paymert of dues in cheques. This is
seen ag a problem perhaps due to the cost of cheque leaves especially 1.;hen
several leaves have to be issued to all contributing mambers in the cycle
scheme.

The ¢SS members do have several measures to be taken against defaulting
cort ributors and proprietors. They range from deing nothing at all to

them
handing/over to the police for presecution,

rable 4:5 CsS Members' Actions Againg Defaulting Proprictors
And Comtributers

Contribubors Proprietors
Score % score %

Actions Against Defaulf ers

po nothing at all/I don't know 4.0 12 2.6

60

Hand over to Police for prosecution 30 70 90  19.2
Charge/report at law court 55 1243 66 1.1
huction default er's properties 30 740 L2 9.0
Repart to elders/epmmunity leaders 30 70 2k 5.1
Repert at defaulter's place of work 85 19.8 78  16.6
Physical attack to recover items/money 1 3t 24 De 1
Persuade defaulter to oblige 110 25.6 14 2hb
Bené&fitting contribulor to decide what

to be donme by him/her gelf 1> 3t L 349
Tetal C b0 100 h68 100

The respondart 5 were allowed to indicat e as many actions they would
otherwise take againg defaulting cortribulors and proprietors as possible.

Majority of the members (25.6¢% and 24.4%) would prefer persuading the
defaulting coxtribwors and preprieors respecitvely to honour ther
oblisati.ong.' .ﬂ.b;aw 19.8% of the menbers would repert defaulbing members te
their placiaaf:'of -uork while 19,2% would rather band over defaulting proprietors

to police for prosecutione The leagt action likely to be taken aguing



defaulting member is physical attack (3.4%) as against doing nothing to the
defaulting collector (2¢6%). '

Inspit e of the above preblems, most of the mesberg of the ¢35 still
have confidence in the propriders. zome of the reasons for their confidence
include:

1+ The propridors/contributors' faithfulness.

2. The proprietor's/comributors' trustworthiness

3+ The propridor's/certributors! reliability

4, The proprieorts/centributors' honeltly

5« The proprietor's/contributors' responsiveness

They observed that the propridors usually preovide sound accourt of the
transactions. Jome of the CsS members felt that there was nmo nced for the
propridiors to provide them with collateral or guaramtors Their reasons
include; (i) They come frem the same place; (ii) They belong to the same
profession; (iii) They are werking the game place. Other menbers however
demand for collaboral/guaranters from the proprietorse This is due to
unforgeen circungances. Thus en such premise, agreement papers are signed
by all the members and court er-signed by the propri eores Trhe agreament
signed is considered as legal tender to be respected by all the parties
invelved in the scheune.

Although most of the CsS propridiors do not provide the manberg with
collateral or guarantors at the gart of the transactions, they keep a
record of all the manbers and their confributions for accourting purposess
The regid er is thus considered as safdy valve in cages of eventualitieg.

naj?ﬁty of the CsS members are however made to sign an undertaking

[ Bt ik
not te deffa‘ﬁlt in any way before joining the masbership of the schene.
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Phig/considered as legal tender te be complied with by all the parties in the

schene.
(1)
(i1)
(1di)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)

(x)
(xi)
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Some of the terms of agreemer signed include:

regular paynent of dues as at when due;

handing over default er to appropriat e authorities;

paynent of cash/certified cheque when due/in advance;
charging of interest in cuses of default;

each contribuer te hawe record card indicating performance;
meanbers' /proprietor presediation of guarantor/collateral;
conmitmert to abide by the rules and regulations of the gome;
paynent of membership registration fee;

payment of proprietor agreed percentage from the shares of
manbers as commissien;

promise not to default in any wiy; and

being of sound character; elce

The analysis of data cellat ed show that none of the csé studi ed was

registered with the Corporat e Affairs of the Federal Minigry of Trade and

Industries nor with any ether govermert agency,

that the vembure ig locally-based and it is solely based on mutual trus and

respect bdween the members and the proprieors,

The propridors argued

Infact, some of them

censider the CSS as mere lecal arrangemernt or geﬁ:.lmn's arrangement to

gemerat e/source for funds te meet their needs. Therefore, the C5s proprietors

see the outfit as not being a true business outfit that would require formal

regisiration with any govermment agency. Resides, there is no defined capital
reasonable

required teo start or maintain the venture; and net even/revenue derivable te
attract govermuent taxgkion.

b
b i fre-

"



ko5

Ay
Ry

Use Of The Proceeds From Cycle Savings Schane

¢ 4
An analysis of what ¢SS members use their shares for was made.
It has been discovered that the proceeds are being used for acitivities
ranging from maintaining business to satlisfylng govermerk'e directivess

Table 436 Uses of Rdurns (ghares) from Cycle savings Scheme
by Contributi ng M aubers

Uses score %
To trade & 1
Te start business 75 3
Te mairtain self B 9
Te maintain family €0 11
Te get married 8 1
Te assis friends and relations 16 3
Te assist others in need 20 4
To farm 0 9
To pay child's school fees e ‘ 8
Te buy child's schocl mat erials % 3
Te train myself 8 1
Te pay house rent 25 i
Teo build house 16 3
Te travel on pilgrimage 1
Te salisfy tribal/ethnic directives 9
To satisfy religious ebligations 16 3
Te satisfy courfry directives & 1
To undertake gpecial projects 65 1
Tebal 570 100

The respondarts were allowed to indicat e all possible uses they made
of the prpceeds from the scheme. It hag been distovered that majority of
ol - - e

the CsS manbers (14%) ﬁse the proceeds to trade, start business (13%),

undertake special projects and/er maintain their femilities (1% .
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The major focus of the uses made ef the proceeds could thus be said to
be econamic. The least avenue (1%) for 'uéifwg the proceeds includeg
going en pilgrimage; satisfying tribal/dhnic directives; satisfying
country directives; gebting married; and training self,

Further discussion on the uses of returns (ghares) from the schare
by the comtributors with the cellectorg/propridors showed that majority
of the propridors (20%) are of the view that the members use it to
gtart business. Abow 15 ef the propridors opined that the contributors
uge their proceeds for maimtaining their families. Others (10%) however
felt that the cortributors use their shares to finance their business; to
trade; te settle debts and ether financial obligationsj pay their children
school fees and/or children school fees and/or buy them school materials.
Only abeut 5% of the proprietors thought that the members use their shares
to fam or cater for their persenal welfare. To a large ext atf, t}ln'.s
‘finding support the fact that most of the mambers of the €5 use their
shares for economic endeavours.

The sources of funding the CgS comtribuwions by the maubers range

from menthly salary to gifts from friends and relations.

Table 437 Sources of Fl.ndir_wg C3S Contributions By fhe l{aabers

gources of Funds Scores o

salary 300 5246
sale of farm preducts L8 o
Ret urns from business 150 263
Gift from parents/guardian 18 3e1
‘Gift from brother/sic er 6 (%
J jxrivft.e ergagen exk /init iative 42 7ok
"Birt from friends 3 151

Total 570 100
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The respondent s were given opportunity to indicat e all possible
sowrces available to then for funding their contributions. It has
been discovered that mlajorj.ty of the C3S mavbers (52,6)) finance their
comkributions through their morthly salaries. Abouw 26437 of them do
50 frem the réburns from their businesses, vhile 8,4 of than from the
sale of their farm products. The least source of funding the cortributions
(1«1) is from the gifts frem brothers/si & ers and/or fram f:.i::i.emi:s..l
This suggests that majority of the CsS manbers are galary earnars; business
etreprensurs; and farmers particularly gardeners who tend to produce
farm/garden products all the year rounds This observation has been
cenfirmed by the propridors of the €SS £Ludieds

viability Of Use of Cycle savings gcheme In Finanding‘ cmall and
Medium Scale Business Enterprise

From the analysic of the data collect ed, it has been discovered that
almost all the contributors ef €3S (9%) consider that the schane is a
viable means of starting or fimancing business. PEowever, the gize of the
share could be a function of the type of business enterprice to sart/
finance.

some of the reasons advanced by the ¢SS manbers for making the claim
includes

(i) One would get additional money;

(ii) Bank loans are not easily obtained;

(iii) Bank loang have imterest charges;

(iv) One can collect a reasonable amount of money at a time;
(\r)i It is a reliable source of financing or sarting business
!é: e%ecially lef: one is not indebt ed to anyone;

(vi);. It is a way of saving money to sart business no malter

how small;
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{(vii) It is the best means of sourcing money especially for

the low-income earners.

In the light of the abeve, majority of the ¢sS contribulors consider
the ¢s3 as a reliable means of seurcing funds to gfart or maixain a
business owfit,

About 957 of the CSs members agree that, based en their experiences,
they would advice anyone locking for funds to start or mairfain a business
outfit to join the membership of any reliable cycle savings schane.

some of the reasons provided by the Css menbers for making such
ebgervations include:

(i) The ¢SS is helpful to low income earners;

(ii) It is difficult to obtain soft loans from banks;

(iii) It is the only way to gather reasomable money as initial '
capital for business;

(iv) It helps tihe poor to mainbain thanselves and family;

{v) Nobody is ready to give out loans fo people in these days of

economic hardship;

(vi) It is an avenue for getting capitalj

{(vii) It is a way of prevemting poor people to rely too much on the
rich ones;
{(viii) It is helpful previded that one is not indebted in any way to

sooeone; and

(ix) It is helpful especially if the participants and proprictors/
collectors are reliable,

At qupt was made to seek for the opinion of ¢sS propriectors on vhether
R e

the cgs is a viable mefma. of starting and/cr fimancing a business enterprisze.
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sbout 90% of the respondemts indicat ed on the affimative. Like the Csg
cortribukors, the collectors/propridors also share the same pocitive
opinion over the viabilit y of €SS in fimancing business en arprisese
gome of the reasons advanced by the ¢3S proprietors/collectors for thar
positive remarks includeg
(1) It is a simple way of generating memey to start or finance
a venkure;
(ii) It increases the finances of the business whenever the
individual collects;

(iii) It is a quick way of geiting capital to start a businessje

On the reliability of CsS as a sowrce of funds for starting and/
or maintaining &8 business ot fit , the C8S proprietors (90x) confirmed
the reliability. They see the ¢SS as a means of financing a business
erk eprise especially in rough weather/hard times withow necessarily .
having to rely on anybody or bank. Thus, based on their experiences, the
Css collectors/propriciors would rather advice anyone particularly a low
income earner wighing to start or maimain a business o fit to join
the manbership of CsS.

The respondernt s were request ed to suggest other viable and
realiglic souwrces of funds for the less privileged/poor nenployed to start/
maimain a business ot fits, RBdh the ¢gs proprictors and masbers sugsgest ed
several options. These include engaging, in the first instance, in such
endeavowrs as farming and manually paid labowr such as selling water and
firewood; house-keeping, load carrying, guarding; washing of wears; etc.

where ng; initial capital is required for take off. This is to ge& some

I '_‘" ' e
|
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returns to be used eventually for fimancing ¢3S contributions where
reasonable returng could be got a a go to start any meaningful business
enterprises Other suggestions advanced by the respondamt s include;
(i) borrowing from relations; friends; community/cooperative
socieiies; and
(ii) seeking for asgistance from philanthropists, ec. to gd&
some money to start some form of mall scale business

ent erpri ses.

Conclusion

The analysis of the findings of the gudy poinkted to the fact that
the sbjects of the g udy are by and large unanimous on the fact that,
sowrcing for leans from financial institutions, especially banks, :'L;
difficult to obtain due to the nunerous processes and procedures
involved. The only viable means through which an individual irrespective
of his/her socio-economic background could start or meimtain small and
medium scale business ent erprise is to engage in Cycle savings Schane
where bulx amounts in form of share can be easily obtained for guch
purposese They also affimm that ¢ss is a reliable and viable source of
funds for financing gME. In the light of the above therefore, it could
be concluded that Cgs is indeed a reliable and viable source of funds
for financing SME irrespective of the socio-economic and political

stabus of the prospective ermtrepreneur.
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Chgpter Five
SUMMARY, CONCLUSION AND RECO!MuNDATION
5.1 Introduction
This chgpter deols with the summary of the findings of the study,
corclusion and recommendations on effective management of CSS a5 well

as areas for further studies.

The study vas undertgken to find out the viability of C3S as a
reliable source of funds for finamcing SMEg, The study was based on

the premise that:

i) the socip=economic base and orientation of loweincome earuers a.ud'
the rural dwellcrs who constitute the majority of the Nigerian popu
lation would not allow them to benefit fully from the secured and
ungecured loans/credit provided by formal financial institutions,
particWl arly the banks, to fingnce the SHEg they would otherwibe
want to establish and/or manage; ond

ii) the returns (shares) from the €C3Ss can be used to finance SlEs,

Using a survey method and with the aid of guestionnaires, interviews and
personal observation of the CSS documents, the study found answers to the

researcn guestions viz:

i) why do people engage/participate in C5S?
ii) How are CSSg being monaged?
iii) What do members of CSSs use the returns (shares) from the C3Ss for?

iv) How reliable and vigble is CSS as a source of funds for financing SMEs

52 Summory of Findings
| 88 3

From' the analysis of the data collected‘ t;or the ptudy, it has

been discovered that:
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i) majority of the C35 members (16%) engage/participate in the savings
scheme for econofic reasons particularly to get some woney in bulk

to start and/or maintain their business enter;rises,

ii) Majority of the CSS proprietors (15%) organise and run the
CS8Ss as a business outfit and also to assist in the development

of the society in general. e
goverrment agency,
iii) Although the CSSg are not registered with any/majority of the
CSS proprietors have Rules, Regulations and Procedures as legal
tender governing the USS matters to be strictly observed and

complied with by both the members and the proprietors.

iv) Majority of the CSS wmeabers (14%) use their returns (chares)

from the CSS to trades

However, soime of them (13%) use their shares to start some business

venture or undertal:e some special projects (11%),

v) Majority of the CSS proprietors (20%) confirw that wost of the CSS
members use their shares from the savings scheme to start and/or

maintsin gome business venturce

vi) inspite of some problems associated with tie management of CSS,
majority of the CSS members (95%) belief in the viability and

reliability of C3Ss as source of funds to finance SliEg,

vii) similarly, inspite of the problems in wmanaging the CSSs, wajority
of the C8S proprietors (95%) share the same positive opinion with
the CSS members on the vigbility and reliability of CSSg as source

of funds for financing SHEg,

| T s ey
FEN 1
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S5e» GCgnclusion -

Based on the analysis of the above findings and within the
constreints of the study, it can Le coneluded that majority of the
Cycle Savings Scheme wembers engape/participate in the savings
scheme for econondc reasons ecpecially to secure some woney in bulk
to finance their business enterprises. Despite the availability of
secured and unsecured credit/loan facilitieg from the formal finauciel
systems, particularly the banks, majority of the CSS meubers and
proprietors still belief in the viability and reliability of CSSs as

source of funds to finance SMEg,

5.4 Recosmendationg

In order to ensure effective and effiitient management of CSSs

50 as to stund the test of time,

i) a&ll Cycle Savings Schemes should be registered with povermment
for
agencies, at least the state ministry / Local Government Affairs
or Local Government Social Welfare Office, for easy monitoring and

documentation of their activities,

ii) The proprietors and mewbers of CS8Ss should be encouraged to deposit

their monies with banks at least for security purposes.

iii) The socio-ecomowicdlly less privileged who would ordinarily unot be
qualified to secure any fom of credit/loan f acilitics from forual
financial institutions such as the banking systems shold be

enqo&mgq_d to participate in CSSs from where they can easily
f“_- it'\

secure some money in bulk to finauce the business ventures of 'their

choices
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iv) Constitutionally accepted processes and procedures should be
observed in dealing with delinquent/defanlting CSS proprietors

and members,

v) HMembers and proprietors of CSSs should be encouraged to invest
their retums in viable and reliasble ventures so as to reduce
or avoid incidences of relapsing back into poverty syndroue or
become unable to fulfill the CSS obligations such gs contimuation

their
of payment of membership dues after collecting/due sharese

S«#t, 2 Further studies should be conducted on:

i) the institutionglisation of €35 into formal financisl

institutions and systesy

ii) integration of CSSs with formmgl financial institutions znd
systems particularly the Peoples Bank of Nigeria; Community

Bank§ and the Family Zcononic Advancement Prograrue (FEAP),

o
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APFENDIX I

- -

Faculty of Administration,
Depar*men+t of Business Administration,
Alnadu Bello University,

Zaria.

S5+h March, 1997.

Dear Sir/Madam,

RESUEST TO COMPLETE PRCPRIEICR'S/COLLICIGR'S UESUIGNRAIRE

I am conducting a research on informal /traditional financial
institutions and systems, particularly +he Cycle Savings Scheme,
as a religble and vigble source of funds for financing asmall and
medium sCale Business Entgrprises, = & %
. I_therefore ap® al to you Sir/Madap, to kindly assist +o
regrond to the questions raised in the questionnaire, 1 assure
you that +he answers provided will strictly be used for academic
exercise only.

- - - -

1 si;r.amly thank you very much for your mmticipated cooperatrion
and understanding.

Yours sincerely,

(5igned)
Zakari Mohamwed

1
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IHSTRUCTION ON HOW TO FILL MHE QUESITONNAIRE

Please kindly tick ( ) as many opticmal answers us
relevark to the questions asked.

Where space is previded for further answers, please
respond if found necessary.

Df thﬂ Oltfi.t BROBP 2P B § 1 B b Py ¢ PN N o ¥ m

Owner(s) of the outfit
why do you engage in this vemturep

(a)
(b)
(e)
(d)
(e)
(£)
()
(h)

what
7

“(a)

(b)
(e)
(d)
(e)
(£
(g)
(h)
(1)

found

kdindly

Ve

Just for fun

as a hobby

As & busir;ess outfit

Te assig the needy

Te assigt in the development of the people

Te acsift in the general development of the society
Te earich sell

specify othier reasons

is required to gart the venture

Meney

Pransport facilities

Banl credit facilities

gafe facilities for keeping the countribution at home
Bauk account '

Assistanks

Guaranter

Specify others

vhat is the money capital required to start /maintain the ventwre;

Hew do ywu get contributors to participate in the verture

(=)
(b)
(c)
(4)
(e
(f)
{g)

Fhreugh friends
Through neighbours
fhreugh placawent of notices

Through advertisaments in media such as radio, TV and newspapers

rhreugh anmuncesents at public gatherings
Phrough announcements at place of work
Specify othars
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7+ Vhat is the number of contribwers required for = cycle/period
ef centribubion;

8. Duration of a cycle/period ef centribution

Q¢ Whe are the contributorsy
(a) Heuse wives
(b) civil servarts
(c) Ppetty traders
(d) Business entrepreneurs
(e) cCraftment
(f) Hawkers
(g) Students
(h) Teachers
(i) Famers
(j) Carpenters
(k) privers
(1) Tailors
(m) Mechanics
(n) Caterers
(e) Barbers
(p) Lead carriers
(g) werkers
(r) Specify others

(s8) No restriction to place ¢f work/occupation

10. &hnt iz the educatiomal backgreund of the corfributersy
{(a) First Degree and above
(b) Diploma, 4ND, NCE
(¢) WASC/SSCE/G.II
(d) Adult Literacy Educatien
(e) Islammiyyah formal/infermation educaticn
(£) MNen formal education ef any sort
{(g) I restriction to educatieral background
11. Yhat ig the tribe of the centributors?
(a) Hauza (b) Fu:!,zfni (¢) Yerwa (d) Ibe
(e) 'specify others '’

(f) Mo restricticn te the tribe of the cofribiors
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15.

17

18.

19.
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What is the religion ¢of the centributors?

(a)
(2)
what
(a)
(c)

Christianity (b) TIslam (c¢) Traditiomal religion
No restriction te the religien of the contrituters

do corEributors cortribut ep

Meney (b) Material pgeeds

specify others

If centributors coniribub e meney, how muwh igs it per head?

If certributors cortribut e material pgoods, what is the quantity per

heady

what is the frequency of cemtribubion?

(a) paily (b) weekly

(¢) oOnce in 2 weeks (d) Monthly !

(e) Quarterly (f) Bi-annually

(g) Annually (h) specify others

what ig the method for cellecting the contributien/dues?

(a) rhe proprictor goes reund to the corfributers persorally

(b) The assigkark () te the preprictor go round to the cortribifors

(¢) (a and b) above do the cellection together

(d) The wriribubors theaselves give the propricors/aszistiantg
the cortributiens/dues

(e) specify others

Hew de contribuwors conribul ey

()
(b)
(c)
(a)
(e)
()
(g)
what
(a)
(b)
(c)
(d)
(e)
()

They give cash when due

They give cash in-advance

Chey give cheque when due

they give cheque(s) in adwvance

They give the mat erial geeds when due
They give the material geeds in advance
Specify other meang Y

is the method of disbursing the shares/returns to the comribulorsy
Give all the cach te the cemtributor as at when due.

Give all the cagh te the cerEributor in advance

di.‘g'.?a all the cheques te the contributor as at when due

Give all the cheques te the cortribltor in advance

Clear all the cheques and give the comtributer cash as at wien due
Give all the material goods to the cemtributer as at wien due
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(g) Give all the material goeds to the contributer in advance

(k) De mot give all the cagh/cheques/mat erial goods &k xdwocixe
te the corntribwoer as at when due or in advance

(i) 8pecify others

If the meney contributed is to be used for the purchage of identified

mat erial goods to be given te the cormtributors, hew are they chared;

(a) Buy the material geeds and give to a contribuwor when due

(b) Buy the material goeds and share among the cemributors wlen due

(¢) Buy the material geed and give all teo the comtributor while the
cellector/proprieior gets part of it /then as cemmission

(d) Buy the mat erial goods and share among the centributors while the
cellector/propridier alse gets part of it/then.

(e) Material goods bought and given to the comtributor/cortiribubors
while the collector/preprictor gebts money as ceamission.

(f) specify others ' :

If you adopt the methods in 19 above (a~g) expluin why

If you adopt the method (h) in 19 above, explain vhy

what de you benefit frem engaging in this venture;

(&) Only pleasure of deing it

(b) only the pleasure of assisting others

(c) Get some money (cheque/cagh) in form ef cemmission
(d) Get seme material goeds in form ef benefit

(e) Pessibility of using the money so collected fer my personal

activities/projects befere giving it te the centributor
waen due

(f) specify others

Please indicate the approximat e amount realised frem a cornfiributor as

cemmission on receiving his/her package/share

what de you think the centribwers use the contributien fore
(&) I don't know

(b) Build house

(c) Fipance their business ewfits

(d) start business eutfits

(e) pay achool fees

(1) ﬁi:? school materials such as books, uniferus etc.

(g) Travel for pilgrimage 4

(h) Finance funeral activities

(i) Fiopance marriage
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(§) settle debts and obligatiens

(k) Maintain fomily

(1) Pay medical bills

(m) cater for personal welfare ' :
(n) Assigt eh needy in the ceuntry/society

(o) Assist in cemmunit y/peer greup developmert

(p) Buy animal(s) and feed itams te ghare among certributors
during festivals and ceremenies

(q) Te famm
(r) Te trade
(s) specify any other

2. De yeu consider this veture a realistic outfity Yes/lic
(a) If yes, why
(b) If Ne, why?
Z/+ De yeu previde the contributers any collatoral er guarantce for
them te have trud in the eutfity Yes/Mo
(a) If yes, Wayr _
(b) If Ne, why
28. what preblemg do you encount er in managing thig eut fite
(a) Ne problem at all
(b) Nen regular remittance/ledgement of the membership duec
(c) Centributors get abscended
(d) Centributors not giving full dues as at when due
(e) Nenchallant attitudes ef the corributers

(f) No further comtributien ef dues after contributer receives hig/
her share

(g) Freguent request fer change of poéi?:ions in receiving the dares/
returns

(b) Less of the money/mat erial contribut ed through loss, theft, fire
and ether natural disasters

(i) Preprietor having te take the responsibility ef handling all
liabilities

(j) Centribubor(s) refusing te share any liability with the proprietor
(k) 3specify others
29, Hew de you handle defaulting centribuer?
(a) tﬁd. nothing
{b) Hand ever the matter teo the police

(¢) Repert the case to the law csuts
(d) Report the aase to any lawyer, to prepare litigation processes

(e) pProprietor/cr'lecter bandles the problem in his/her personal ways
feund necessary, such as physical combat efc.
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37

17

(f) Repert the. cage to elders/relations/employers of the contribubor
fer redress

(g8) Allew the defaulfer ge scot free

(h) Auction defaulting centribuber's properties with the asciztance
ef the law enforceament agents

(i) pPersuade defaulting contributor te¢ meet his/her eblizations
(3) Left with the cortribwers te pget back their meney
(k) specify otherg

De centributors sign an undertaking before engaging in the savings
scheme? Yes/No

(a) If yes, why?
(b) If no, Wy

Please state the terms of the agreement /undertaling contributors have
te abide by

Is yeur outfit repistered with the relevant poverment apencieg/bodieg

such as

(a) Lecal govermerfts, why?

(b) state Coverrment's, why?
(¢) Federal Covermuert's, why?
If 32 above is yes, vhy?

If 32 above is no, why?

De yeu Consider cycle saving scheme as a viable means of firancing
business venturesy

(a) I den't know
(b) If yes, why?
(¢) If mo, vhy?

Weuld yeu consider cycle savings schemne as a reliable scurce of funds
fer starting/maintaining a business eutfits

(a) I den't know
(b) Yés, why?
(¢) Ne, whyr =~

As an experienced cycye saving scheme proprietor/cellector, 1ill you
advige anyene wiching te ghart /Mmaintain a business eutfit to ¥ join
the membership of a cycle savings schemer

(a) I den't know
(b) Yes, why?

Ne, Wb
(C) L;‘J;' pyz

R (SBEREY e ks
e | e :



128

38, Hew de centributors finance their contribubcons
(a) I dent't know
(b) Frem salary
(¢) Preceeds frem busd ness
(d) Frem proceeds frem farm product
(e) gspecify others

Lo
O
.

Suggest other viable and reliable eptiens fer pser peeple to mource

funds te fimance/ctart their business vestures

'}
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AFPENDIX IT

e~ - =

Faculty of Administration, . .
Department of Pusiness Administration,
Amudu Bello University,

Zaria.

5th March, 1397.

Dear Sir/Madam,

REJEST T0 CGULELE CONZRIWIORS JESIINNALRE

I an conducting a research on informal/traditiocnzl financial
institutions and gystems, particularly the Cycle Savings Schem:, as
a reliable and viable source of funds for financing Small and Medium
Scole Duginess Enterpriseg. P -

I rhe;‘erore appeal to.you sir;'HaLlan, to kindly assisk lo re_spond
to +he questions raised in the questionnaire. I assure you that the
angvers provided will strictly be used for academic exercise onlyi

I gincerely thank you very much for your cooperation and
wiaerstanding.

Yours sincerely,

(signed)
Zakari Mohammed
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THSTPICTION OM HOW TO FTLL [HE rURSPICHMNAIRE

(a) Please kindly tick ( ) as many optieral answers nc found
relevant te the guestions acked.

(b) where space is previded fer further answerg, pleacze tindly
respond if feund necessary.

Name of the outfit

yhere de yeu werky t 4 .
what is yeur eccupatiemy .
what etuer work(s) are yeu deing

(a) Trading (h) pry cleamng/washing

(b) Knitting (i) capentary

(¢) PFaraing (3) Blacksnithing

(d) pDriving {k) Building

(e) Gardening (1) Mechanic

(f) Fishing (m) Treaching

£g) CcCatering (n) specify others

what ig the averaze income per menth/per annum you get Ifro: jour T

place of worky

smal

what is the averaze imcome per mexth/ywr you get in yeuwr oShiax pla

L
o
P
rm
%
L

of werky _ _
what ig yew acadaric qualificatiem

(a) 1st Dpegree (e) Adult Literacy Cducatioen
{(b) Diplema, IND LICE (f) TIaslamiyyah Sducutien

(e) WASC/SSCE/G.II (g) !on-formal Educatien

(d) Primary education (h) spedify others

When did yeu become a member of the Cycle savings schenep

Lew did you kroy aboub the existence ¢f the cycle saving: schae
(i-\) Fhreuch relations

(by rhreugh frienls

(¢) TIhreuzh neighbours

{d) rhreugn public anmeuncements 2t gutherings

(e) rhreush advertisements in mediu vublits swh ag raiic und IV
(f) rhreugh mobices placed at strutegic places

(g) TChreuzh posters placed at gtratezic places

(h) Drhroush handbills distribut ed

(i) rhreusn persoml certact by the propridier/Cellectar

(j) Just ghare coincidence

(k) specify others

]
N ke
Gliclile?®

\Why de yeu engage/participate in the Cycle savings gchanw
(a) I den't know

(b) DIe be able to train myself

(¢) re be able to start business

(d) Te be able to maintain my busiuness

(e) [e be able to build my house

(f) Ie be able to marry

(c) o be able to pay scheel fees and scicel levies

(k) e be able Lo Luy scheel materials such as uniformgs, boolis, ctc.

(i) Te be able to fum
(j) e be able to do Lurial ceruseny
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(k) Te be able to furnisn my heuse

(1) Te be able te feed myself

(n) Te be able to assist ethers in neced .

(n) Te be able to participate in the diztribut on ef pgocdyfunabariuls
during festivals and ceranenies

(e) Do be able to participate in the religleus directive

(p) De be able to meet gevermen directives

(q) Te be able to participate in the communit y directives

(r) Te be able to travel em pilgrimage

(s) Te be able to participate in the tribul/ethnic activities

(t) Te be able to pay heuse rert

(u) I see it as a hebby

(v) Specify others

11« Hew much do go you centribut e per hoad?

12, what is the frequency of the certribubieny

(a) daily (b) weekly (c) fertnightly
(d) menthly (e) quarterly (f) Biwannually
(g) Annually (h) specify ethers

13. If it were materialg/gueds yeu cemtribute, wiat are they
(a) Feod stulf (d) House wares
(b) Clethes (e) Specify ethers

(¢) cash crops
14, what is the frequency ef the centributien of the materials/poods?

(a) Dpaily (e) Quarterly

(b) weekly (f) Bi-annually
(¢) Fertnightly (g) Annually

(d) Menthly (bh) specify others

15¢ what is the quantity of mat erialg/gocds c-:n!;ribu!:-r gebs uhen duey
(]

%+ De you give all the materials/gesds to the cellecter/propridicry Yos/Ne
(a) If yes, why?
(b) If e, why?

17+ what quantity do yeu give te the cellecter/prepricter and uliyy

18s If yeu centribit e money, hew much de yeu receive as ghare ihen duer

19« ©Le yeu give all the moeney te the cellector/prepri ccory Yes/llo
(a) If yes, why?
{(b) If ne, why?

20 Hew much de you give te the prepriecter/cellecter and whyz

27+ What de yeu use the meney fram the centributien fery
(a) I di‘;'t know '
(b) Te trade
(e) Te gbtart business
(d) Te mairtain mygself
(e) Te mairfain my family
(f) Te get married !
(g) TIe feed
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d}a

28.

29.

()
(€9
(3
(k)
(1)
(m)
(n)
(o)
(»)
(q)
(r)
(s)

132

Te acaieb obthers in need
To famm
Te pay school feesg and levies

o buy school materials such as beoks, uniferms, etc.

I's train mysclf

e pay heuse rent

Pe build heuse

I'e travel on pilgrimage

re satisfly tribal/ethnic directives
Te satisfy religieus directives

le satisfy ceunfry demands

Specify ethers

De yeu trust the collect er/preprider?

(a)
(b)
(c)

I dantt knew
If yes, why?

If ne, why?

pees the cellecter/preprieter previde any cellateral /guarantce to

cenvince yeu te participat e in the cycle savings schema YesgNlo

(a) If yes, why?

(b) If ne, whyp

De yeu sign an agreement/undertaking befere becening a maaber of the
Cycle Savings schene; Yeg/lie !

(a) If yes, why?

(b) If ne, why?

Is the e Efit registered with any geverment apgency:

(a)

Yes ( ) (b) Ne ( ) (¢) I cden't knew

what are the tems of agreement /levy for becemig a centributin: maubery

De yeu censider Cycle Savings Schene as a viable means of starting/
financing businessy Yes/Ne

(&)
(b)
(¢)

I den't knew
If yes, why?

If ne, vhy?

Weuld yeu censider cycle savings scheme as a reliable ssurce of funds
fer starting/maintaining a business eutfit? Yes/Ne

(a)
(b)
(c)

I den't knew
If yes, why?

If ne, why?

'dhatldg yeu censider te be the majer problems ef cycle savings ;czcheme?

(a)
(b)

(c)
(d)

'Ne preblem at all

The cellecter/rreprieter dees the cemiributien fer perssml gains

befere he/she gives te the due centribufer

sene of the centributers are reluctart te pay their contribufien/
dues whenever they have already cellect ed their shares

sene of the centribukers fail te pay thelr dues as a

-
-

and vhen due
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31.

(®
()
()

(h)
(1)

(3
(k)
(1)
(m)
(m)

(o)
(»)

(q)
(r)

5

seme of the certribukers de nmet aluays pay their ducs in full

as at when due but rather, in piece-meal

rhe cellector/preprieier insisl thal centributers pay their dueg
in advance

The cellecter/preprieter insists that ekegues dues are puaid «
in cheque enly

The cellector/prepricter insicls that dues are paid enly in cash
The cellector/preprieter insists that cheques paid are cagied by
the due centribuber himself/herself

The cellector/preprieter insists that some cemmission is paid te
him/her fer cashing cheques ledged by centributers

The collector/proprieter is net ready te take care of liabilities
ariging frem defaults in the centributien

The cellecter/preprieter ingists that liabilities arising fram
defaults in the centributien are shared between the collecter/
preprieter and the cemribuker(s).

Seme of the cemtributers escape en cellecting their shares

I feel cheated by the ameunt te be given te the cellector/
preprieter as cemmissien

rhe cellector/prepriecier abscends away

Ne paymamtn eof the package/dmsssdpesks shares due te conbributor
premptly

The contributors are paid their shares in piece-meal

specify ethers

Hew are delinquert /defaulting centributers dealt with?

(a)
(b)
(c)
(d)
(e)
(£)
(g)
(h)
@)
()
(k)
what

(a)
(v)
(e)
(d)
(e)
(£)
(g)
(h)
(1)
(1)
(k)

I den't knew

Handed ever te the pelice

Charged te court of law

Allewed te po ccet free

Auctien their preperties

Repert te the elders/ward/cemmunity heads fer redress
repert to their places of werk fer redress
Phyeically attack te get what is due

Persuaded te meet their ebligatiens :
Left with the contributers te get back their meney
Specify ethers

de yeu de te the cellecter/preprict ar when he/she defzulbep

Nething at all

Handed ever te the pelice

Charged te the cowrt of law

Allewed te pe scet free

Persuaded te meet his/her ebligatien

Repert te hig/her place of werk fer redress

Repert teo elders/ emmunit y/ward leaderg fer redress
The centributers bandle him/her in their ways
Physically attack him/her $a get back the meney
Auctien hig/her preperties te recever the meney

Specify ethers
. S



1

32« Whe takes care of the liabilities arising frem any default in the
contributiom

(a) Nobody
(b) The Colleckor/proprieior, why? &%

(¢) The cortributor. why

{d) Both the collector/propridtor and the contributor, vhy:

33, From your experience, will you advise anyone looking for funds to
gtart /uaintain o businéss outfit to Jjoin the membership of cycle
savings scheme? Yez/No

{a) I dontt know

.___.'___‘_~ :r““ﬁ"‘i}agg ;.
{(b) If yes, why?

(&) If mo, why?

34, where do you get the funds to pay for your comtributior

{a) Salary '

{b) sale of flarm products

{c) sales from my business

(d) Gifts and domations

{e) rarentg/guardiang

(f) Brotherg/misters o
{g) Private engagamert s/initiatives 1%
{1} Friends .

(i) mRelations

{(3) Neighbours

(k) proceeds from begging

(1) Specify others

35« Please guzgest other viable and realistic.sources of funds for the
less privileged/poor/unanployed to giart /mainiain a business out fit

. i , '
ke _:l




