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ABSTRACT

This study was carried out to evaluate the performance
of agricultural co-operatives in improving the output of
peasant farmers in Gongola state.

Seventy (70) rural farmers comprising of co-operators
and non-co-operators were selected at random for the study.

The result of the study indicated that 34. 28 percent
and 11.43 percent of co-operators and non-co-operators
respectively earned net farm income of less than N1,000.00
while 2.8 percent and 5.71 percent respectively earned net
farm income of between N 1,000.00 and N3, 500.00.

The impact of credit was not significant to the net farm
income of co-operators but significant to those of non-co-
operators at 99 percent level of probability.

The result further showed that hectarage of 8.2 and 5.6
were cultivated by the co-operators and non-co-operators
respectively, but the difference in hectarage was not
significant at 95 percent level of probability.

It is also revealed that co-operators earned more
net farm income than non-co-operators with avera'ges of
N848.00 and N766.96 respectively.

Regression results identified farm size and family
labour as common factors influencing the net farm income
of both categories of farmers, while capital equipment was
only specific to the net farm income of co-operators, and

hired labour to that of non-co-operators.
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The study finally showed that while the co-operators
depended entirely on government and unions for their input
supply, 80 percent of the non-co-operators got theirs
from the market.

The following recommendations are made from the study:

(a) the need for planners of agricultural co-operatives
to ensure proper design and implementation of co-
operative programmes;

(b) the need for adequate transportation system and storage
facilities for rural farmers;

(c) the provision of farm inputs to co-operators at subsidized
prices;

(d) the provision of efficient marketing system that will
guarantee high producer prices to rural farmers, and

(e) informative system of cooperative activities through

efficient extension services.
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CHAPTER ONE

1.0 | INTRODUCTION

1.7 Background

One of the most effective vehicles for organizing
rural production is the "Co-gperative" {Oiayide, 1981).
In Nigeria and other developing countries, governments
" have actively encouraged co-operatives in order to pramﬁte :
social and econcmic changes desirable for attainment

of national development.

1.2 Co-operative Behaviour as a Co-operative Game.

An agricultural co-operative represents an attempt
by farmers, each of whom has a different set of resources
and perhaps goals, to integrate vertically into the fecod
and fibre system. The co-operative invelves more than
just farmers but an elected board of directors, hired
management, organized labour, government officials, bankers
and others may be invelved in decisions by the co-operative,
and each group has its own preferences on how the co-operative
should behave,

Although the preferences of the different participants
may differ in some cases Co-operative participants, may

still face twe interrelated questions:

{a} Can the participants identify and agree upon a set

of objectives yielding benefits of Joint action?; and
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(b) Can an alleccation ot the penefits and costs of this
action be found that maintainsg the incentives of

each group of participants in the activity 7

"The mere existence of potential gain does not
necessarily mean tongt tney can be reatized. There is the
pfoblem'of puilding an organization with sufficient
cohesion to withstand the disintegrating forces arising
out of confiicting interests® (Hélmberger and Hoos, 1965),

Regarding the allocation of benefits and costs in a -
co~operative game, one would focus attention on the

fdllow1ng questions:

ta)_ how do the policies of a co-operative regarding the
allocation of benefits and costs among the membership
affect the pay offs to various potential coaliticons
within the co-operative? and

(b) how do these pay offs affect the willingness of
various coalitions to reﬁain active in the co-operative

as opposed to taking their business elsewhere?

According to AERLS {1983), agricultural co-operative
exists when a number of farmers come together and pool
their land and other resources together to ensure the
" inflow of more capital and better use of improved farm
equipment, From this definition, it would appear that
agricultural co-operative societies' (ACS) effort is more
restricted to agricultural production, but it may also be
- applied to solving ailmost all of the farmers' socio-

economic problems arising from banking, insurance, housing,
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transportation;, distribution of consumer goods, crafts,
marketing and cther numercus activities.

Agricultural co-operative societies are also used
to mobilize th~ savings of ftarmers. This is because there
are not enough rurat banks to cater for'fanmers' needs.
Therefore, through agricultural co-operative societies (ACE),
farmers are able to "pool" their resources of land, lsbour
implements, Livestock ana carry out production on the
basis of Jjoint ownership and management,

Agricultural co~-operatives have been introduced in
almost all the states of Nigeria. In spite of the potential
advantages of such co-cperatives, their growth rates have
been rather slow. For instance, in 1972, group farming
societies accounted for less than five percent of the
mempership of rural co-operatives in almost all the states

of the federation (Osuntogun, 1980),

1.3 Objectives of Agricultural CO-operatives Society
in Gongola State,

Co-operatives are often found to be a controversial
part of a nation's development policy. The supporters
usually declare that co-operatives have proven their
usefullness znd should be given a role to play, while the
detractors claim that government funds invested in
co~operative gdministration gnd subsidies are wasteful.

The disagreement often stems from a different understanding

of the objectives of co-~operatives., The detractors take -
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their lLead froa the American view that frequently
describes a co -operative as "just ancther form of
business", As such, co-operatives stand or fall on their
ability to compete effectively with private businesses
without governuent support (King, 1974).

In countries with an educated and economically aware
population, denocratic co-operatives can be expected to be
~competitive but this should not be necessarily expected
in less developed countries {LDCs) whose populations are
in a transitional stage between tradition and modernity.

| The essentiat first step in a critically constructive
look at co-operatives must be to arrive at an explicit
statement o1 tue objectives, OUnly then can we begiu to
measure the per-formance of co-operative and consider ways
of improving it. Below 1s a list of the objectives of

Gongola State Co-operative Thrift and Credit Society Limited:

(i) to create funds to be lent to its members for neéessary
| er productive purposes;

(i1} to provide facilities for regular thrift savings by

* . the members without such savings being removed from

their control;

(iii) to encourage among its members the spirit and practice
of thrift, mutual help and self«help bhased on the
principlcs of co-operative, and the promotion of
co~pperative splrit among tThe members, to work for
the imprcvement of local educational and Living

standardr; and
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(iv) to encourgie the development of the co-opefative

movement in Gongola state of Nigeraia,

1.4 ObJjlectives of Gongola State Group Farming

(1) to acquire land in the name ol the society for tThe
purpose of carrying out agricuiturat operation on. a
group basls; \

L11) vo adopt patiter agricultural methods based.bn a
planned economy;

{111} to arrange sale of the produce of the land acquired
by the society;

{iv} to purchase equipment, implements and other agricultural
requirement that may be necessary in order to carry
out the above objectives;

{v) to make nccessary arrangements with cutside bodies
or agencles in order to carry cut the above objectives;

{vi} +to undertuke any agro-allied business within its
financial resources. |

1¢5 Objective: of Gonegala State Co~operative Credit and
Marketing Societies.

The main objective is to increase the incomes of
its members through the following functions:
| (i) to organize the sales of produce in favour of
producerss
(ii)}) to encourage members to adopt improved varieties
and adhere to expert advice on storage of produce;
{111) to provide savings tfacilities; |

Aiv)



Liv)

(v)

(vi)

{vi)l)

(viii)

(ix)

[

to assist menbers in acguiring loans at lower
interest rates

to allot {(a portion) shares and create credit
facilities on behalf of the members;

to expose them to modern farm practices/
management:

to repay the loan on time to benefit members;

to explore all avenues in order to motivate
farmers on the need to be prudent, self-reliant
and give mutual assistance to other members; and
to enlighten members on the essence of co=-
operatives between and among members, to
organize literacy campalgn so as to achieve
mass/extension education; to improve the living
standard of the people and to educate members

on the need to set-up or form co-operative

societies in Gongola state.

"_ In summary, the primary objectives of Gongola state

on Agricultura’l Co-operatives are:

(1)

{ii)

to evolve a virile system which wiil facilitate

- their practice and use in agriculture as an

effective vehicle for sociai and economic
development at grass-rootg level throughout
the state; ana

to use agricultural co~operative as a machinery
for rural transformation and development which

will affect the various aspects ¢ rural iife,
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1,6 Problem Statement and Justification for the Study

The various Nigerian governments (Federal and state)
recognised the important role of agricultural credit in
smali farm development and have therefore set up Nigerian
Agricultural and Co-operative Bank (NACB) in 1978 as an
apex to small-holder co-pperatives, The major objective
- of the government efforts in credit administration to
the small farmers is to attain self-sufficiency in food
and fibre production which will increase farm income
(Csuntogun, 197h).

It has been usually pressumed %hat the increased
availability and improved access to formal credit by the
small farmers will facilitate the adoption of improved
techniques of production and thus act as an accelarator of
increased productivity and ultimately boost farm income.

- In Gongola state, credit facilities for small farmers
are very poor and limited becamse, among other things, the
small farmers are unable to offer acceptable securities.
Consequently, the peasant producers are caught in a
vicious circle, from which many cannot escape without scme
outside financial assistance (Nurkse, 1963).
| The major concern of this study is to diagnose the
reasons for the low lLevel of production of the farmers,
These farmers cultivate about 90 percent of the
;griculturai Land area and derive virtually all their

_income from farming (Osuntogun, 1980).
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The functions of the Agricultural Co-operative
Society (cooperatorsg) include the sourcing and disbursement
of loans to members to stimulate agricultural proauction
since it 1s a farmers' organization.

Unfortunately, experiences from previous studies by
- Ernest (1972), Osuntogun (1972}, Okigbo (1979}, and
Ijere {13986) show that co~operative organizations have
-not performed effectively due to organizational problems
éentred around management, finances and operational
activities.

Gongola state farmers are yet to feel the impact of
agricultural loans, and therefore, the group lending
approach is en attempt at resolving the issues of credit
- avallability to the small farmers co-operatives.

' Government agricultural policy makers formulate

- policies that affect not only the flow of funds and

terms on which funds are made available, but alse the
dispensation of such funds {Falusi, 1973). Unfertunately,
however, "“such policy makers have, in almost all the

cases, no idea of the extent to which credit is making

the desired impact on the farmers' output and productivity"®
(Auchan, 1986}, An impact study of this nature is thus
Justifiable because it will aid policy makers in
determining the right amount to advance to farmers, For,
in the words of Agbo (1989), "too much of credit may be

as harmful as toc little of itn,

Finally, I hope that the findings of this study will
enable financial institutions know how to tie their

funds to viable agriculiural project in order to avoid
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high rate of loan default and increase the supply of

loanable funds,

1.7 0Objectives of the Study.

The broad objectives of this study is to investigate
the effectiveness and efficiency of agricultural co-operatives
soclety as a way of improving sgricultural output and
employment in Gongola state,

The specific objectives of this study include the

following:
| T1e 1o examine the organization and structure of
ACS in the state;

2 to determine the effectiveness and efficiency
of using co-operative organization in
supplying credit to the farmers;

3. to determine the impact of agricultural co-

operatives on the ﬁarticipating farmers' income;
Iy, to compare the incomes of ACS with those of
non=-ACS3s ‘
5«  to defemmine the major problems of ACS
{co-operators); and
16, to suggest strategies for effective administration
of agricultural co-operative societies and
for the improvement of the repayment ability

e of the co-operative members,

Hzgotheses

-

Three hypotheses were tested for this study:
Yo that the co-operative organizations are efficrient;

2. that there is a relationship between the amount
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of loan and income of ACS loan receipients;

e that the co-operative organizations have made impact,
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CHAPTER TWO

2.0 ' REVIEW OF LITERATURE

2.1 Theories of Agricultural Co-operatives.

A more recent review of the theoretical literature on
co~operative enterprise in agriculture concludes: "The .
formal treatment of agricultural ceo-operation is currently
imp overished by a long period of neglect® (Levoy, 1983). |
| The years between the early 1940s and the early 1960s were g
period of creative ferment among co-operative theorist,
the most durable products of which were several variants of
the model of the profit-seeking firm from neoclassical
price thecry, with the profit maximization objective
replaced by other simple maximizing criteria (Enke, 1945;
Helmberger and Hoos, 1962). |

Such models are capable of generating hypotheses about
co-operative price and ocutput levels, but more comprehensive
theoretical analogues are necessary to investigate other
important aspects of the modern, complex co~operative
corporation in agriculture, It is the development of these
latter that has suffered neglect,

M. so, the provision of capital (in the form of credit)
to the small holder farmers has become a very important
issue. A report by the FAC (1973) pointed out the problems
ot meeting the credit needs of small-scale farmers are
acute, both in the developed and developing countries.
Inability to offer adequate security or collateral, high

cost of administeéring a large number of loans, and long
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distances over which bank officials have to travel to
establish contacts with small farmers in isolated areas
are some of the factors which have strongly militated

against the availability of credit facilities to small farmers.

2.2 Ihe Co-operative Movement in Nigeria,

. Co-operatives started in Nigeria in 1934 after the
submission of the Strickland Report on the "Introduction of
Co-operative Societies in Nigeria®, After this, co-operative

movements in Nigerisz were organized on regional basis and

- this was the case until 1967. With the creation of states,

each state now has its apex co-operative organization which
' gerves as umbrella for smaller and functional co-operative
unions and societies,

Qlayide (1975), has classified seven main functional
types of co-operatives, namely, production, supplies, credit,
marketing, processing, service snd muzltipurpose, Olayide
(1975) further classified co-operatives on the basis of linked
organizational Iframework, such as primary co-operative
socretles, secondary co-operatlve societles and apex
organizations, thus giving rise to a pyramidal form,

Osuntogun (197h), identified agricuitural activities
as the most predominant co~operative activity 1in ﬁarmér
Weétern Nigeria, He further classified them into produce
marketing societies, rural credit sccieties, fish farming
co-operatives and group farming societies, Ijere (1975)
also stressed the importance of agricultural co-operatives to
the attainment of self-sufficiency in fibre and food production,

In the same vein, Famoriyo {(1S77) went further and, K classified
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co-operatives as:
(a) Agricultural co-operatives;
(b) Consumer co-operatives;
(c) Industrial or Craftmen/Artisan co-operatives;
{d) Thrift and credit co-operatives; and
(e} Multiﬁurpose co-operatives,
Other areas of co-operatives include distributive trade,
craft and building, _
| Osuntogun {1973) reported that government involvement
‘in agricultural lending in Nigeria dated back to 1930 in the
former Northern Nigeria, when the Native Admiﬁistration (N4)
gave loang for mixed farming and to stimulate adoption of
improved technology in the region. The first nationwide
credit institution was in 1916 when the Nigerian Loecal
.Development Board was established, The board was dissolved
in 1949 because it lacked sufficient funds to discharge
its duties, This was replaced by three Regional Development
Boards for the West, East and Northern regions. This was
again dissolved in 1955 (Adeyomo, 1982}, J
In 1963, the Pund for Agricultural and Industrial
'~ Development (FALD) was established in the former Eastern
Nigeria to serve as a source of credit for asmall~-scale
private agricultural and industrial activities,
. Similar programmes were organized in other parts of
the country, such as the former western Nigerian Finance and _
Co-operative Bank which took over the administration of
credit to farmers from 1955 to 196l. The former Mid-westerm
Region Finance Corporation catered for the small farmers in

the area,
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In the Northern region, the administration of credit.
was placed in the hands of the co-operative registrar,
under whom the government guaranieed loans from Barclays '
bank to cover pre-season loans to-fanmers. In 1965, the
Northern Regional Devclopment Corporation, now New Nigeria
Development Company (NNDC) took over the granting of loans
to farmers {Ijose and Abaelu 197>, Osuntogun, 1973}. ‘

Osuntogun {(1973) noted that the operation 6f these
formal credit institutions have been unsatisfactory and
unsuccessful, Problems cited include cumbersome and time
consuming procedure in loan approvals, over-centralization
and dependence on government ministries for the processing
of loan applications in most institutions, Bribery, |
political interference, repayment problems and land tenure
problems were also cited,

Other views of early credit institutions attributed
their poor performance to failure to reach a sizeable
number of small farmers, unacceptable default, complex
application processing procedure and the inability to
provide loans when most required by the farmers (Famoriyo
and Nwagba, 1981),

It was therefore against this background and the ﬁeed
.for a reliable and adeguate source of credit to the agricultural
sector, that Nigerian Agricultural Bank (NAB) was incorpcrated
in 1972 and formally launched in March 1973, It commenced
operations in August 1973 under fne managenent provided by
IBRD/UNDP technical assistance, In 1977, the management of

the bank was fully Nigerianised and in 1978 its name was
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changed to Nigerian Agficulturai and Co~operative Bank
(NACB) to highlight the role of the bank for financing
viable co-operative projects, The bank has the following
objectives:

a) to promote agriéulturaL production and rural

development, and

b) to improve the incomes and guality of Life of

- Nigeraian's rurgl population (NACB , 1987).

Also, having realised the reiuctance of the commerciél"
and merchant banks to extend credit facilities {o fammers
due to high default rate, high risk, lack of adequate
collaterals on part of the small farmers, and the high
adninistrative cost, the federal government, in 1977,
established the Agricultural Credit Guaranteed Scheme Fund
I(ACGSF). The purpose of the scheme is to provide guarantee
1o respect of loans granted by commercial banks for
agricultural purposes with the aim of increasing the 1ével-
of bank credit to the agricultural sgector, ‘

Other sources of formal agricultural credit include
those extended by the World Bank Spq%ored Integrated
Agricultural Development Projects (ADPs), various state
ministeries of agriculture, the graduate of agriculture
locan scheme in Gongola state and the National Directorate
of Bmployment (NDE},

Ijere (1980) revealed that by 1975, there were 6,000
primary co-operative societies in Nigeria with a membership
of 45,000, federated in 180 unions in the country and

made up of mostly agriculturél consumers, crafts and thrifts
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Iand loans co-operatives. The report further showed that -
agricultural co-operatives concentrated on the marketing
of export crops such as cocoa, groundnuts, cotton and
activities in the food crops sub-sector. To back up this
assertion, Ijere (1980) quoted the guidelines for the
Third National Development Plan, 1975-1980, which stated:
"Co-gperative marketing has not been
extended inte the area of domestic food
crops like rice, maize, groundnut, nor has
co=operation by farmers, These are areas of
considerable potential into which this form of
orgenization can be extended for the benefit
of the members and country®,

Ijere (1980) also reported that co-operative thrift
and loans have greatest impact in the former Eastern states
and among the urban dwellers of large cities and big
towns, while consumer co—operétives had the greatest
impact in former westerm states, Lagos, Kano and former
North  Eastern state, in the area of retails business services
by the co-cperatives supply association.

. The Kwara state 1970 - 197l Development Flen rebealed
that "Co~operatives in the state have served as effective
agents for bringing small producers together not only for
mobilizing capital to process and market their products,
but also for purchasing their supplies, obtaining technical

assistance and other related facitities"™,
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Osuntogun and Clufokunbi {1980) analysed the perfbfmaﬁﬁe
of marketing co~operatives in Bendel state of Nigeria during
the 1976/77 cropping season, Tneir survey covered ninety
five percent randomly selected primary socletles 1n seven
local government areas of Bendel state, The result on the‘
need for information was low, low share capital marketing
turm over skewed to the right while the distribution of
gross margin per ton of product handed skewed to'the left.
The value of deposits and the value of loan advanced were
very low with the value of unpaid overdue loan high.

Al so the work carried out by Clowe (1976) on the
factors affecting co-operative's supply of farm inputs in
the former western state of Co~operative Society has been
a major public policy effort aimed at "providing small-farmers
with institutional access to new farm inputs, new technical
agricultural information, the financial system andtte
market”, The low membership (covering less than eight
percent of the potential target in the currently), which
the institution has so far achieved, has raised doubts
Iregarding its capability of fulfilling this purpose.

The study by Qlowe (1976) further sought to evaluate
the farm input supply services of the existing co-operatives
- in the western state of Nigeria =and alsc determined the

* potential that existed for increased farmers' use of

. services rendered.
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23 Types of Co~operatives.

| Khusro and Agarwal (1961} define a standard co-operative

farm as a unit of operation in which several individuals |
or families voluntarily contribute land and other productive
assets, work andmanagethese lands Jointly and get a
payment for their work in proportion of their efforts, and
a profit or dividend in proportion to the property they
contributed, ‘ | |

The fundamentals of genuine co-operation then are:

i, voluntariness in associations;

ii. managerial and manual work; and

iii, a payment for effort and a payment for propertyy

It can be seen then that a co-operative farm comes into

~ being when peasants willingly decide to work their land

Jointly., No external agency forces them into an association
for if it does, the principle of voluntariness and the | |
 democratic nature of the organization will be no more.
It is a different matter, however, if an external
agency puts attractions and incentives in the way of
prospective co~operators, and actuated by Incentives peasants
decide their own to form a co-operative association, The
role of the government in genuine co~operative farming is
confined merely to the creation of an atmosphere conducive
to co=operation and to make the provision of external economies.
Also, a usable definition of co-operative, following

Erdman and Tinley (1957}, may be given as:
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fiA co-Operative assvuciation is a voluntary
organization of persons with a common interest,
formed and operated along democratic lines

for the purpose of supplying services at cost
to its members, who contributed both capital

and businessv,

This definition embraces the main features of a
co-operative association as enumerated in Khusro and
Agawal's (1961} definition.

Co-operative credit is mainly used for short-term
in?estment while the state credit long-term investment are
made feasible, including invesiments which are needed for
the improvement ¢f infrastructure but do not directly earn
profit, A typical example of taccavi loan in India which
is a long-term loan to agriculturalist for the permenent
. improvement of land, while short and long-term for the

current agricultural needs, |
These are often provided by government through local
authoritiéé. Co~operative credit are not often only
regtricted to the funds of the societies built up by
~thrift and savings of the members. Through the establishment
of central and apex banks the regional or inter-regional
~ exchange of credit means may be ensured (schiller, 1969)%

Apart from the standard co-operatives Galeski (1977)
outlined below categories as sub-co-operatives:

a) those created for ideological rather than economic purpo ses;
b)  those created for the benefit of landless families; |
c) those organized for national socio-economic purposes; and

d) those organized by farmers to achieve economies of scale,
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Examplés of the above type include "Kibbutizin and
Moshavin® (Israel), "Ejdos" (Mexico), #"Kolkhozy and
Groupements Aglcoles" (China).

Galeski (1978), outlined the effect of natural
conditions and resources, socio-economic and socio-cultural |
system cn collective farming following a previous study |
on collective farwing, Examples were given oh collective
farming in Yuogoslavia, the USSR, Israel and China, and
the future rate of this system in economic development
were assessed,

Dicke (1978) analyse the appropriateness of a group
farm as an institution. The group farms was based on two

main areas of research and it attempted to provide guidelines

© for a more systematic approach to the introduction of and

or support for appropriate institutions in the developing

' world, and the characteristic of group as institutions.

The main hypothesis tested were:

a) group farms were likely to improve present
farmer and administrator dissatisfaction with
the establishment instituticnal structure;

! b) the government was likely to view groups as a
more efficient way of servicing the peasant
sector, a way of getting the need for change
more rapidly accepted, and benefits more egually
distributed,

¢} farmers would have improved access to government

services and inputs;
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d) problems would arise over conflicting goals of
group and government; and

e) incentives would be crucial in the early stages.

Three case studies were conducted in the state group
farms in the Gusau area., Benefits were found in access to
government services and inputs, However, farm work well as
extension tocl, idealy there shculd be two groups in each
village area, to include outside farmers., Optimum group
size for extension purposes are usually 15 or more group
size might usefully combine over inputs,

o Chidebelu and Isiogugu (1980), revealed that a
co-operative group farming scheme (CGFS) was adopted in the
defund North Eastern state in 197l and has made a positive
impact on the state (Bormo), especially among the co-operative
farmersg, However, by 1979 only fifty percent of the planned
societies had been established. They further indicate the
need for a comprehensive programmes of co-operative
education among the small holders, using most local
languages and dialects and incorperating local and religious
leaders, The study also recommends the investigation of

the demise of thirty percent of the societies.

2.1t Problems of Agricultural Co-operative in Nigeria

If rural progress were to be achieved through the aegis
of co-operatives, the main distress problems of modern
co~operatives, must be carefully stated, regorously tackled
and solved to eliminate and/or minimize their hazards.

Five of these problems according teo (Olayide, 1981) include

the following:
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First is the problem of management. This problem
centres round the low salaries and emoluments usually paid
to managers and other executive officials of the association.
Patrons are usually unwilling to pay high salaries and
this frequently leads their services very cheap management
E which is nothing but efficient, Other problems include

the recruitment of competent staff as well as staff

. training.

Second is the problem of smallness., The small size and
dispersed nature of rural settlements necessarily imply
growth of association with low volume of business, The
Soluticon to this problem lies in the effective co~ordination

and organization of co-operatives through integration of

;. fhe activities and these are:

(a) independent local associations, {b) regional or

state central association, (c) regional or state Tederated
assoclations, and (d) national federated association into
a tier system with effective linkages.

Third is the twin problem of the loss of autoncemy and
efficiency that is involved in the use of co~operatives |
by .governments of developing countries, These hazards arise
whenever co-operatives are organized simply as arms of
state govermnments without due regard to their private rcle
in the rural economic system,

Fourth is the problem of capital which is a perennial
source of concern in view of the inherent inflexibility of

co-operatives in their capital accumulation processes,
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Thefe afé.the consequent frustrations in matters of par
stock, in active members; and lack of security trading,
| Fifth is the problem of seemingly growing conflict
between co-operatives and rural family-farm and/or rural
individual properietorship.

In summary the world over faces certain basic problems
but the problems seem more acute in respect to developing
Countries and, especially Gongola state, It 1s the intensity
of the problems and the degree to which they have been solved
that determine the success or otherwise of a co-operative
society, unions or movement,

’  Problems of co=operatives in Gongola étate include
the following;

a) lack of patronage;

b) lack of good leadership and management,

c) lack of capitalg;

d) low level of education of members;

ne) lack of well informed guidance; and

f) 1lack of storage facilities and marketing outlets,

2.5 Impact of Agricultural Credit on Nigerlan Farmers

IAny agricultural cfedit policy is directed towards
iﬁcrease in the major staple food and surpluses for export
i;é. "gel f-sufficiency in food production',

’ Palmer and 0jo {1981) view that livestock and fisheries
subsectors have since 1975 recorded an impressive growth

rates in agriculture, This was because, the two subsectors

have benefited from the agricultural credit schemes.
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" Also from the loan amount granted under the ACGSF in 1978 and

1980, poultry preduction accounted for 50 percent,

Stickley (1975) in studying the effect of short-term
- loans at harvest time, observed that credit was capable
of increasing and the potential for accumulating savings
also existed, provided that farms were large enough,

Mobayo (1987) assessed the impact of credit on small
farmers income in Oyi Local Government Area of Kwara state
using regression models to compare borrowers with non-
borrowers, Ilis results indicated that credit had a positive
effect on the farmers' incomes.
| Ilebami (1983) used cross-sectional data on borrowers
dnd non-borrowers to study the impact of credit on small-
scale farmers in Undo state, and concluded that:

a) borrowers have larger farm than non-borrowers, and

b} operating expenrses and investment per heotarg

were higher among borrowers than non-borrowers.

- Also Auchan (1986) used input demand function to |
analyse the impact of institutional agricultural credit on
the farm size, total output and adoption of new technology
by farmers in Funtua Local Government Area of Katsina state.
The researcher's general proposition was that the demand
for a particular farmm input by a borrower depend partly
or wholly on borrowed funds and other explanatory variables'
léuch és years of formal education, non-farm income, famm
gize, value of assets and the gross farm income in the

proceeding vear.
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The basic tenets of any agricultural loan are as
follows: |

a) every loan should be production oriented and

should result in increase production;

b) loans should be incremental income generating;

¢} every loan that goes in must result in creation
of employment potential, and |

d) in view of the fact that loans are proﬁuction

oriented and result in incre mental income
generation, they should therefore, be self-liguidating,

Thus a thorough assessment of public and private sector
role in agricultural finance should involve, ncot only a
review of efforts to mobilize resources, but alsc an -
evaluation of the performance of the schemes,

Mohammed (1981} reported that out of tne ¥}, 130 million
released by the comnercial banks during the 1978/79 fiscal
year, only ¥258,5m or 6,5 percent went to agricultural
sectors., Also, out of the MNy,729 million released by <¢redit
institutions during the 1979/80 fiscal year oniy §308,5 or
6.5 percent went to sgricultural sectors, which shows an
increase of 0,5 percent on the government target for theyear,

- However, Osuntogun and Oludimu {1981) view that from
the total loan amcunt request of ¥32,8 millien during the
1978/79 fiscal year, only Nl,2 millien or 12.8 percent was
actually approved. From the loan amounts only 66,36 percent
was actually disbursed, which shows 8.5 percent loan received
by the farmers compared to 1977, when 24,878 farmers |

'benefited from the loan scheme,
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Al so 18,31 benefited in 1978 out of the 2.8m farmers in Ondo'sfate.
Reasons given for the low coverage was inadequate o7 loanable.

funds and persomnel problems,

2,6 Small Holder { farmer) Loan Scheme in Nigerisn
Agricultural and Co=-coperative Bank (NACB).

The Nigerian Agricultural and Co—oﬁerative Bank (NACB)
limited, which 1is an apex development financial institution.
ig set-up to extend agricultural credit to the égricultufal
and agro=-allied sectors of thé Nigerian econcmy, Aay
project in these sectors could be assisted by way ol locans
so long as the project for which assistance is being sought

could satisfy the following general 1eﬁding conditions:

{a) the aims and objectives of the project are not in
conflict with the laws, bye-laws or regulgtions
of any government in the countrys
(b) it must be economically desirable i,e, it must be
of some value in the agricultural and gencral
economié development of the country;
(c) it must be commercially viable by showing that it S
would make satisfactory financial returns on
investments and be able to generate sufficient
cash flow to service the loans in accordance with e
?'  _  the agreed terms and conditions ¢f the loan,

NACB Limited has many 1oén schemes and each gcheme is
specifically designed to take care of the various requirements
of a particular borrower, However, the largest and the most
important sector of the country's agricultural production

for nowand for the foreceable future is the small farmer,
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The importance of the small scal e farmer can be judged;':7ﬁ
in the words of the National Policy Document for Nigeria:
NIt is estimated that over 90 percent of the total

cultivated land in Nigeria is still in the hands of

small scale farmers who also account for up to 90

percent of the total agricultural output. It is in

recognition of this fact that the government will rely

largely on the small scale farming strategy for the
generation of incremental agricultural production néceésary
to meet the short fall in most agricultural commodities

in Nigerial

 As an agricultural development bank, NACB has the duty to
support this governmment policy and accordingly by 1989 the
bank has been able to lent through its on-lending programmes
a total of upwards of 600,000 farmmers and to a total of

200,000 farmers through its Direct Small Holder Loan Scheme.

2.7 Performance of Nigerian Agricultural and Co-operative .
Bank (NACB) Small Holder (farmer) lLoan Scheme, -

The NACBYs Small holder (farmer)loan was initiated

by the Nigerian Agricultural and Co~Operative Bank Limited
on a pilot basis in 1981, By 1984_it was c¢lear that the
pilot scheme was a success in terms of both fund utilization
by farmers for farming and loan recovery., As a result of
the econcmic hardship in which the country found itself

in 1984, and which lLed to lLarge scale retrenchments in botn'
the public and private sectors of the economy, the bank
widened the scope of its direct small holders to take care

of retrenched workers who wanted to take up farming as an
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occupation,

Fﬁrther to this, the widening of the scope took care
of those still in employment in both the public and private
sectors but who were interested in faming, In 198lL, the
volume of funds allocated to the scheme was increased to
further test its viability and its efficacy in supporting
the policy. By 1986, it was generally realised and acknowledge
that this type of scheme of delivering credit to farmers
directly by the bank is most beneficial. Accordingly
commercial banke were directed to adopt the scheme,

| The scheme is essentially a mechanism for delivering
of credit designed to support our small farmers who are the
pivot of our agricultural production and it involves the
following elements:
" (a) any fammer could obtain a loan of up to 810,000
thousand naira under the scheme;
(b} the requirement for collateral for the loan
| assistance is waived;
(c) all a farmmer needs is to establish that he is
resident in his locality or villages
(d) the applicant is a full-time farmer or substantially

a full-time farmers;

(e) that the land on which he is farming belongs to
him or belongs to his family;

(f) that there would be two guarantors of good
standing in his village or locality who are
prepared to guarantee his good behaviour and the

loan to be given to him,
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This scheme was designed to take care of the basic

characteristics of the small scale Nigerian farmer which

militate against his getting access to credit and other

farm inputs, The characteristics are as follows:

(a)
(b)

tc)

(d)
(e)

(f)

ignorance of availability of credit in the formal
sector and an avallability of improved farm inputs;
his unwillingness to try new techniques which
have the potential of increasing his production;
lack of tangible assets and clear title of his
farmland to pledge as security for the banking
sector loans;

small size farm holdings and therefore, smali
credit requirements;

low utilization of modern agricultural productioﬁ
technique and therefore low productivity;

little savings and low income from the farmer's

" toils on his farm;

(g)

consumption'- oriented production.

As a way of assisting farmers to overcome these

obvicus shortcomings to NACB has opened up about 267

representative offices at the local government level

naticn-wide to provide credit to farmers at grass-roct level.

Finally, it must be emphasized that despite all these

constraints the small holder farmer occupies a pre-eminent

position in the agricultural economy of the country by the

virtue of:
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(1) his very efficient utilization of productive resources

such as the lLabour, seeds and the farm equipment
avalilable within the stalic Tecnnoloeogy under
which he operates;

{1i) his accounting for about 99 percent of the total of
crops in Nigeria; and ‘

{(iii} his being the main producer of more than 98
percent of the food consumed in the country,

with the exception of wheat,

There were about 26,343 small holder farmers who
applied for the direct loan scheme of NACE between 1981
to 1990 in Gongola state, and only about 13,077 small
holders farmers were successful for the loan which at
period under reference {Table 2,1). Also, about ¥26,536, 301
amount were disbursed teo small holder farmers and ¥11,635,117.16
amount were repayed i.e. principal plus interest rate were

repald by Direct Small Holder Scheme,
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Table 2,1:

Nigerian Agricultural and Co-operative Bank (NACB) Limited

Loan Scheme - Gongola State Statistics (1981-1990).

Small Holder Direct

S/NGz~ 1 "NACB " {1'N6, of Appli-| Loan Volume | No. of | Loan * | Anount Amount Repaid
Branch | cation recei-| Applied for | loans volume Di sbursed principal +
eved approved | Approved Interest
1, Ganye 576 1, 364,000 8L 2,867,100 3,096,487 1,880,294786
2, Yola 25, 343 118,899, 251 12,236 22,800,871 | 23,439,814 9,754,825, 30
Total 25,919 50,263,251 | 13,077 | 25,741,971 | 26,536,301 | 11,635,117;16
Source:  NACB Records (1991)

(i)

(ii)

Recovery rate calculated against amount due to about 60 - 70%

This index is 9% in the livestock loans,

Amount disbursed is not due because of the Mmmwmwwow period of

project concerned,
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From the foregoing, it is apparent smd conclusive
that NACB has, by virtue of its national responsibility,
seriocusness and consistent dynamism, used the small
holder scheme to place Nigerian small farmers on the
centre stage of national recognition, The effective
operation of the schere in the past ten years has not
only changed the course of the nation's agricultural
history but has also changed the lives of men directly
énd indirectly. Directly because over 200,000 small
scale farmers have joyfully benefited from the scheme
~ and indirectly because their improved income and quality
of 1ife have had a multiplier effect on their enviromments,
Besides, the operation of the schemre led tc the creation
of more Jjobs, more offices and more facilities, in
the rural areas. Finally, it is hoped that with the
étfong determination of NACB, support of other finance
houses, government and individuals, further pursuance of
this scheme will one day bring Nigeria to the realisation

of its avowed dream of selfw-sufficiency in food production,

2.8 Performance of Agricultural Credit Guaranteed
+ Scheme Fund (ACGSF).

To show the dismal performence of the ACGSF, Atteh '
and Agbo (1988) showed that from 1978 to 198lL, a total
amount of loan granted under the scheme was only H2,2
million to some meagre 176 projects in Borno state,
which at that period under reference represented about

one percent of the national disbursement. Also between -
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1978 to 1988 the ACOSF has guaranteed lowns of H537,619.3
from this amount the individual project got N269,44200
(or 50,12 percent), while the co~operative projects got
N251,139,7 (or L6 percent). With regards to loan amount,
the co~operative societies got the least Ezeugoh (1989)%
Some observations are discernible.from this pictﬁre
of performance. Bendel state got the highest amount of
N6L, 90,9 (or 12 percent) guaranteed by ACGSF followed
by Oyo state with MN)2,147.9 (9.14%) and Gongola state rank
number twelve out of the former nineteen states with
¥21,161.1 (or 3.9l percent) Ezeugoh (1989), and Table 2,24

:has shown,



Table 2.2: Loan funds not given to qnl# Co-operative Societies,

No. and Amount of Loans guaranteed by ACGSF by states
(1978 — 1988)

Percent of Amount Percent of
States No, total (M) Total
anambra 3,941 6.01 T aaseas 6.40
Bauch 5,405 | 9,48 . 24,823.4 4.62
Bendel 4,006 ?.63 64.490.9 12.00
Benue 2,529 ° 4.43 | 13,055.9 2.43
Borno 3,032 6.37 11,810.7 2.20
C. River/ _ .
A. Ibom 1,287 2.26 16.071.0 2.99
Gongola 2,057 3.61 i 21,168, 1 3.94
Imo 1,476 2.59 ) 23,719.2 4,41
Kaduna/
Katsina 6,918 12.13 46,421.9 8.63
Kano 1,969 3.45 ' 27,853.5 5.18
Kwara 2,673 4,69 - . ‘ 22,119.1 4.11
——agos._ 1,098 1.93 - 48,411.1 9.00
Niger 4,226 7.41° ; | 18,422.0 3.43
Ogun 1,817 3.19 ' L 34,318.2 6.38
ondo 1,607 ¢ 2.82 24,186.9 4.50
Oyo 3,053 , 5.35 1 49,147.9 9.14
Plateau 2,691 4.2 20,335.1 '3.08
Rivers 590, 1,08 16,572.3 3.08
- Sokoto 6,048 10.61 | ¥ 20,1@?.3 3.75
___________ .. L W ST S
Total 57,023  100.00 537,508.9 ' 100.00

e o 2t

Source: ACGSF Annual Reoports, Adapted from (Ezeugoh, 1989).
[ {

i
!



35

2.9 Theoritical Framework of Regréssion Analysis

In determining the effectiveness and efficiency of
agricultural co-operative societies (ACS) organization,
the impact this organization has on its members immediately
comes to mind, The measurement of effectiveness can not
be isolated from the operational efficiency of this
orgahization. Efficiency of the co~operative organization
is judged from the basic objective of this enterﬁrise}
Maximum efficiency of a co~operative iz achieved if
| meﬁbers are reaching their aims and aspirations to the
degrece that they desired, Difficulties may arise from the
above because co-operations may have different effects
on individual goals, This raises the question of ‘how!
to-measure the degree of individual objective fulfilments,

Various techniques exist for productivity studies.
Their application depends on the choice of the researcher
"whﬁ is ﬁdnmally constrained by the nature of the available
data; resources and facilities available and the use to
which the results are to be put. The common approaches are:

1. production function analysis;

2. linear programming analysis; and

3. farm budgeting analysis.

For the purpose of this study, the production function
Iand farm budgeting approach were used, because the'efficienpy
of a service organization 1s often determined by the analyses
above, Though; they have some limitations like farms vary

according to their gross farm income generated,
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This gross farm income is a function of many factors
like land size, innuts, etec, This makes it a better
measure of size than any other single input measure, It is
only a step further from the total physical output measufe.

because the latter is multiplied by the price of output to

- obtain gross income,

2,901  Produckion Funetion Approach.

Production function is a mathematical way of describing

the relationship between production of a given output and

. the factors affecting the production process, The production

Ffunction has been the traditional toel for analysing problem
of resource productivity and returns to scale,
A number of functional forms such as guadratic, linear,
Cobb=-Douglas, sguare root and spiilman were possible in
- production function studies, For this stu@y, the linear aag |
- Cobb=-Douglas production functions were usedf i” Ni\
Cobb~-Douglas function have been subjected to severe crificisms
from a statistical view point by Menderhausen and Tinbergen (1561)
from the point of view of the differences between inter-firm,
intra~firm and inter-industry as well as classical economics
ground by Reder, Bronfenbremer, and Smith (1961) and from
the view point of biased or unbiased esti@ates by Marschak
and Andpews {(Heady and Dillon, 1961). A -
In Nigeria, where ewphasis is bheing plaéed oh agro-

Industries and or agro-businesses, industry functions will

serve the same useful functions that farms . functions
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have served, and will continue to serve (Olayide and Headj,
1982}, This is especially true of marginal productivity of
inputs, rates of technical substitution among inputs,
elasticity of production with respect to each input, factor
and product pricing, scale relationships, and general resources
allocation coupled with the problems of co-operatives in

Gongola state,
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CHAPTER THREE
3.0 ' METHODOLOGY

3.1 Area of Study

The study area is Michika Local quernment Area of
Gongola state. The state lies roughly between latitude

© and 6° to south and longitude 93° west and 143°

1M
| east. The state capital, Yola lies on latitude 901&" North

and longitude 12°28" East, )
Gongola state is lthe second largest state in Nigeria
“-with a total area of 102,067 square kilometers (Gongola
Official Diary, 1987). It shares boundaries with Bauchi
and Borno states in the North and Benue and Plateau states
_in the Qouth, Gongola state was created in 1976, with its
capital at Yola, The state topography features mountanous
lands transversed by a big river valleys of Benue, Donga,
| Taraba, Yedsafam and Gongela from which the state derived
its name., It has two marked seasons; dry and wet (CGongola
- Official Diary, 1987),
| The mean annual rainfall is between 762mm and 1016mn
. to less than 508mm in lean periods. Rainy season usually
gtarts in May and ends in September., The dry season starts
in October and ends in April with a dusty harmattan
occuring in November up to April, The mean annual
temperafﬁre range is between 15.2°C and 39.7°C (Gongola
Oftficial Oiary, 1990j).

There are two notable vegetational zones within the

state; the sub-sudan zone (in the northern part) and the
. . .
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northern Guinea savanna zone (in the southern part),

There are six main ethnic groups in ﬁne state. They
inélude fne Fulani, Bata, Higgi, Chamba, Julun and Mumuye
who live in segmented, large and smal! communities, The
estimated population of the state (base on 1991 census
estimate) is 3,604,639, |

The major towns include Yola, Mubi, Michika, Ganye,
Wakari, Jalingo, Numan, Gembu (Figure 3.1}.

The state is heavily dependent on agriculture, The
major crops grown all over the state are coffee, tes,
groundnut, cotton, maize, yam, cassava, guinea corn, millet,
rice and vegetable like hot pepper. Production is usually
- carried out by small~holder farmers with limited cépital
-_'and on écattered farm lands,

o Michika agricultural cooperatives society was choseﬁ

as the study area because, at present, it has 48 primary
societies and it is the largest local government area

out of the twenty-one (21) local government areas of the.state.
Credit and marketing co-operatives in this area date back |
to'éarly 1960s when groundnut, cotton, pepper and hides and
skins were transported to Maiduguri and Warri for export

(Figure 3.2).
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3.2.0 Sampling Technique and Data Collection

.. The univefse of the investigations defined as all
primary agricultural unions and societies in Michika Local
Government Area (L.CG,A.). The sampling frame consists of
these organizations. There are two stages in the sampling
operation as described below,

3.2,7 The Selection cof Agricultural Co-operators and
Non-Co-operators. o

In order to get into the operation and performance of
agricultural co-operative societies (ACS) in Michika L.G.A.
a sampie of five functional societies from a total of 48
primary societlies in the area was randomly selected,

For the purpose of this study, survey method was employed,
Seventy {(70) questionnaires were randomly admninistered to
seventy (70) rural farmers which comprised of cooperators
and non-cooperators, Other sources of information were the

administrative and intelligence records which include:

(é) tﬁe area co-operative office in Michika for data
on ACS activities and pelicies regarding loan
distursement and repayment abllities of farmers;

(b) the Ministry of Commerce, Industry and Co-operative
Headgquarters in Yoia for data on assembling
secondary data on ACS; and |

(¢) the Ministry of Agriculture for information on

fertilizer procurement and distribution as weiL-y Do

as extension services rendered to co~operative

socleties.,
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This information came from departmental files, bank gnﬁﬁél
reports, records and bulletins from Yola and Michika., Then
five AC3 were randomly selected from the list of the
Iregistered sociletles with the area co-operative officer
based on the three sub-area co-coperativVe offices that made
.up the seven development areas of the L.G.A., viz: Michika,
Madagali, Garta, Gulak, Shuwa, Moda and Bazza,

. The current market price wns used for the sold crops in
the open market, Also verbal interview was conducted by the
researcher to ACS officials, Other information on the socio-
economic profiles include variables like age, educational
background, farmming experience, household size, position and
date of membership, storage and marketing problems, the amount

of loan obtained and the assessment of the loan,

3.2.2 The Selection of Apricultural Co-onerative Societies
LACS) (Co-OPerators (Famers) -

There is a total of U8 primary socleties with area
co-operative officer in Michika L.G,A. as at the time of
pre-~survey conducted by the researcher, Five of the these'}
were selected by a means of simple random method, The
co~operative members were selected for interview by
the use of a random number, Also 35 survey questionnaires.

were adninistered through simple random method to them (i;e.

7 questionnaires to each of the 5 selected ACS).
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3.2.3 The Selection of Non-Co=-operators (Non-ACS)

_ The selection of non-ACS was similar to those of ACS,
tﬁat is, a total of 35 non-ACS was randomly selected all
over the Michika L,G.,A. (i.e. 7 questionnaires to each of ﬁﬁe
5 selected non=ACS). ' |
Simple random method was applied fo select individual

sﬁcieties visited for the purpose of this study.

3,3 Analvtical Technigue

The tools of analysis used in this study includé:
{a) simple descriptive statistics,
{b) farm budgeting techniques; and

{c) régression analysis.,

:f 3¢3.1 Simple Descriptive Statistics.

Descriptive statistics was used to schieve some of the
objectives of the study. Theée involved the use of measures
of central tendency: percentage, mode, median, mean,
ffequency distribution and measures of variations.such as
variance and standard deviation. These statisfical tools
were used for comparison between co-operators and non-
co=-operators, | o

Differences between the meazn value of co~operators
and non-co-operators was tested with respect to land size,
net farm income, expenses on chemicals, hired labour and

total cost of production.
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The difference between the two mean values (co-operators

and non~co-operators) were tested for significance through

the calcilation of t-value for any one variable using this

formul a:
t =
wvhere:
t =
. 'x1 =
X, =
m—1 and mz -

e
m,]+m2

calculated t-value

means for co-operators

means for non-co-operators

standard srror for co-~operators and non-co-

operators respectively,

Regression analysis was used for meaguring factor

productivity of credit and impact of credit on the

co-operators.

¥ =

- wheres

Y

N

o
it

The regression model is:

.o+ X u
a + bl xl +

dependent variable
intercept
co-efficient
independent variable

error term,

Farm budget was used to assess the net farm income of the

farmers,

To determine the efficiency of co-operative organization,

the resources of land, labour and capital were considered

important elements in measuring the efficiency of co=-operative

organization,
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3.4.0 Specification of Regression Models
Model.I:
This model was used to determine the effectiveness
and efficiency of using co-operative organization in supplying
credit to the farmers, A regression model is given as:

| L = a+ b1x1 + b2x2 + b3x3 + buxu_+-b5x5 + bsxﬁ + b7x7 + B

Where:
L. = value of credit taxen (i)
X, = farmers size ot holdings (Ha} )
x, =  family labour input (man-~hrs)
xj = cost of hired labciir (man-hours)
' xu = cost of chemical (H)
x; = cost of capital equipment ()
;25 = cost of seeds (N)
X, = managerial ablility {yrs)
~a =  constant .
b = regression coefficient ;
e = error term, 5 ‘

For the achievement of objective 2, this model was used
| to evaluate farm size and other factors on the gmount of

credit taken by small farmer co-operators, The production

" function is given above (model 1),

Model (I1)}3
This second model was used to explain credit and other
factors which.might influence the amount of net farm income
of Michika small farmers, The production function is given as:
HFT = &+ DXy b DXy + DaXg 4 bhxh-+ b + bsxe + boXs +
b8x8 + E '
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_'.Where:

NFI = Net farm income (})

'x;[ | .= Value of credit taken ()

X, = Fam size (Ha)

Ix3 = Family labour input (man-hrs)

X, = Cost of hired labour {(man-hrs)
. %z = Cost of chemicals (M)

X, = Cost of capital equipment (M)

Xy = Cost of seeds (1) , ' RS
| Xg o= Managerial ability (yrs)

b, = b

1 8 = Coefficient
a = Constant
b = Regression coefficient
e = Error term.

3.4.1 Budgeting Approach

the
The farm budget . /model is one ofthe cldest tools of

analysis used in farm management and production studies;

A number of researchers such as Orewa (1978), Ofojekwu

(1982), Mobayo (1987%, Olukosi and Erhabor (1988) have

used it for profitability in farm production practices,
Farm budget analysis leads to the estimate of total

cost and total income for the same production period

(Olayemi and Oni, 1971), The differences between the two

parameters measure the Nel farm incomé.

’ The general equation for obtaining the net‘farm income“

. iss
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NFI = GFL -« TC

Where:
NFI = Net farm income
GFI = Gross farm income

TC = Total farm expenditure
For the purpose of this study, current ﬁrices were used,
Farm houses were congidered as part of farm capital so its
cost was added to the farm income, Declining balance method
was used in this study (i.e. 10% depreciation}. The reasonx

for this is explained bhelow (3.4.2)

3.4.2 Declining Balance Method

The declining balance method (DBM) assumes a fixed
rate of depreciation, ‘he salvage value is not substracted
from the initial cost but the fixed rate is gpplied to
1 fhé uncovered balance till the salvage value is reached.

. Since the value of the asset ié greater at the beginning

- when the rate is applied the amount of depreciation is

" also greater at the beginning and less at the end. Hence,
this method is useful for assets which lose value fast at

_ the beginning of its use (Olukosi and Erhabor, 1988).

3.4.3 Specification of Variables

(a) Net Farm Income: This is defined as the gross receipts

|

less than total cost of production (Olukosi and

Erhabor, 1988),
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(b) Eamm Size » -~ . . i

This was included in the model as a result of the
direct relatlonship between farm size and income; and it

was measured In, hectares (for The purpose of this study) .

4l
1

{¢} Labour Input , ! . _ .
5 1 i

Labour input waé measured ih.ﬁan-hdﬁrs for both family
and hired labour, Tbese determine how labour 1nf1uence, the
output and hence farm lncome and farm size of the cooperators.

To measure labour utllizatlon, data were collected |
on family and hlred 1abour and were recorded on the basis
of man-hours, Within each category, the labour input was
subdivided in male adult, female adult and children., Since
work rates may be affected by age, sex of the workers
as well as the task belng performed (Spencer, 1972],

Problem arises in ch051ng the weights to be used in -
aggrevating Vgrlous Categorles of lgbour input in man-hours,

To overcome this problem of-aggregation, the conversion
rate suggested by Norman (1967) and adapted to Nigeria
context were used (Table 3.2).

Measurement of expenditure on hired 1labour was made based
on wage rate in naira‘per day, unit length of ridges or
total heaps made per day e.g..NES - ¥135 for female and
male per daf. o |

Rl
S g
[ I-"'
_(d) Cost of Chemlcals and Caplta] _Equipment

The inclusion for'the-cost of chemical and capital

equipment in the model, was to 'assess indirectly the effect
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'.l . ,
of chemical and equipment inputs on the farm income of

. |
the farmers sampled, a

(e) Credit T_ ' .|"\ o

The need for éredit inclusion in the model was %o
enable the co-0perat$rs andlnon-co-operators respectively
acquire farm lands, hired lqb;ur, buy éhemical or cost of
chemical and;buy or cost of capital equipment, all which

in turn may affect farm income.

(f) Efficiency

Efficiency is generally defined as the quentity of
output (Y} per unit 6f input (X} used in the production
process, that_is'the:averége physical productivity (APP)
(Olukosi and Erhabor, 1988),

Efficiency of a co-operative‘organization is Judged
from the basic objectives of the enterprise i.e. crops or

PRIt . L . St

livesteck, A FICRIPUI S (R

(g) Error Temm, T :
_ R TR
The error term in the model is due to thefact that .

all the quantifiable variableé stated in the model may not
—completely explain all. the variations observed in the value

of farm income and farm size,

3.h.L Measurément of Input-Output Data |
_ ; ,

This section gives a brief description of the technigues

used in the measuréement of the factors of production used

i . .
and the output ¢f the various crops.

1
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On measureunent of output,-vafious-units were emploved)
" This include bags, "Mudus", "Tiya" or "MAMSER",
bundles, baskets each having its own scéle e.g8. I} baskets or
0 2Tiya" or €0 "mudus® in équal to 100kg bags of sorghum, :
To measure labour wtiliz;tion, data was collected for
family and hired labour and Qag recorded on the basis oflman-
hours., Within each cs.xtégor"y, the 1abour input ia gubrlividedl
“into mole, Temale and children days of works, The Norman
(1967) study was used in calculating the labour input per days

woTk, L - !
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Table 3,1: Coﬁversion Rate of Man, Woman and Children's
Days of Work, '

1

Labour class ' , Age (Years) Male Adult
' Equivalent
Small ehild : under 8 0,0
Older child L, U i 8 e 47 0.50
Female adult 18 - 60 _ 0.75
Adult male | ' 48 - 60 1.0
Male and female adult above 60 0,50

Source: Norman (1967), Olukosi (1988).
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CHAPTER FOUR

4.0 GONGOLA STATE AGRICULTURAL QO-OPERATIVE SOCIETIES

o1 Organizational Structure of Agricultural Co-operative
in Gongola State, X

In Nigeri?,.and in Gongola State in particular, the
organization of agricultufél co-operatives is generally based
on three-tier structure: "bh.e primary at village, secondary
at local governmentllevels and' apex o;ltertiary at the state
level (Table u.1j. Thg‘primary societies are the functional
units which medber—paﬁrons easily recognise and participate
fully in, With regarés to1agricultural co-operatives, the

primary societies are usually organized at the village level,

Primary Society

Secondary Society

Tertiary'(Federation)

L

Fig. L4.1: The Three-Tier Structure of Co-operative
Organization in dongola State,

Source: Survey Data, 1991,

The various primary societies at the village level form the
Federated state Unions at the district or local government
Level (Tabaelu.2}. Not all members of the primary societies
attend the union meetings but they usually elect representative
to represent them at union meetings. The apexes function at the
state level and all the unions in the state are members of

the apex co-operative movements,
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There is an overall umbrella of all co=operative organization

in the country at the Federal level in the form of the Federal

Department of Co-bperatives.

Area Co-op.'Officer,In—Charge

Sub=-Area Co-op
Office Madagali

1 Union Officer Sub-Area Co-op
Officer, Bazza

Govt, Co=~Op, Inspector

Typist

e l

, Cleaner

Fig. L4.2: Michika Co-operative Office Aaministrative

Source:

Chart. ]'

Survey data, 1991.

In efféct, therefore, Nigeria has a four-tier organization

ol' co-operative but the Federal level organization was quite

inactive until recently. It was after the submission of the

"Report of; the Review Panel on Co-operative Principles, Laws

and Regulations in Nigeria" in 1976 that the Federal

Government started to play some role in the organization of

co-operatives, particularly in the area of agricultural

production and marketing and the distribution of essential

commodities, Although the éctual co-gperation activity no

doubt takes place at the sﬁc;etal level i,e, the primary

level, the other

levels are important as channels for

~effective control, organization and education at all the societal
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level i.e. tﬂe primaf& level, the other levels are important
as channels for effective control, organization and education
at all the éocietél levels, Training of co-operative
officers, for example,-isfdone by the apex organizations at
_the Federal 1evél. Also, ngriculturel credlt is usually
channelled through the a'peic and unlon orﬁaniz.ation::.

The patterp-of authority iﬁ Gongola sta%e is similar.to

any state in Northern Nigeria, It starts with the political

i

appointed commissioner to:airector-general of the ministry
(Fip, 4.3). There are usually three or more directors

attached Lo the ministry'and out of thdse three are: the

directors of commerce, co-operatives and trade. Then the

Chief Registrar cf co-operatives down to the co-cperative

officer in the state, '
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Commissioner of the Ministry of Trade, Commerce and

Co~Operatives

Dlrectur—ﬁcuurnL'uf the
Ministry

Director of
Commerce

Director of Co=Op
Divi sion

Fig. 4.3t The Organizational Chart of Gongola state

Director
of Trade
Divigion

Cnief Registrar Co-Op

Deputy Chief Registrar Co=-
Operative '

Principal Asst, Registrar
Co-operative

Senior Asst., Registrar Co-Op

Asst. Registrar (1) AR I

Assistant Registrar (11)

Senior Co~Op Officer

Co=operative Officer

Co-operative Society,

Source: Survey Data, 1991,
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L. The Co-operative Body

The union the co-operative body comprises all the
representative of the societies within the union. The
co-operative body in Michika L.G.A. is made up of two delegates
from each of the L8 primary societies that made up the union.
The body meets at least once yearly to elect new members of
the committee and ratify other policy issues taken on

behalf of the organization.
At the society level it includes all registered

members of the societies and the functions are the same as

those at the union level.

2 Committee Members,

The committee members are the governing body of the
co-operative organization at all levels of the organization,
It comprises of a president (Shugaba); Vice-President
(Matai makin shugaba); a Treasurer (Ma'aji) and two other
members, They are elected at the annual general meetings

by the co-operative body. =

4e2.,2 The Secretary/Manager

The secretary/manager is a paid employee of the
organization at all levels. He combines the duties of the
secretary to the committee and that of the manager. His
duties are simply to keep the account of the union or society
and receive members produce in the store, He also liaises
with the committee and the ministry officials in co-operative

matters as they affect his own organization. Such matters
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include the arrangement for credit and supply of inputs to
co=operators,
The secretary is the overall boss of the society/

union and other employees take directives from him,

4.2.3 The Assistant Registrar of Co-operative Society

He is a government worker charged with overseeing the
co-operative activities within his area of operations., He
advises the co-operative societies on govermment policies
and arranges for seminars for co-operators. He attends
both the annual general meetings and the committee meetings.
He plays important role in the processing and disbursing of

loan to co-operators,

o3 Michika Agricultural Co-operative Society

Lhe3.1 Origin and Brief History

Agricultural co-operative society in Michika Local
Government Area began with the organization of "gayya",
"Mushike" and "Gama Kai" as far back to 1950s., According to
the available information with the area co-operative office,
the first registered co-operative society in Chubunawa

(Michika) area was co-operative credit and marketing society

established on 20th July 1965.

e 3.2 The Objectives and Functions of Michika
Co-operators.

The objectives and functions of Agricultural Co-Operatives_

in Gongola state are similar. Hays (1973) observed that



similar bye-laws exist with minor amendments throughout
Northern Nigeria, |

The earlier objectives of the Michika Co-operators
before the adoption of the bye-laws of Northern Nigeria
were:

a) to assist co-operator (farmer) in farm operations

in the events of sickness or death; and
b) to donate cash or in kind during wedding ceremonies

of a co-operator,
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CHAPTER FIVE

5.0 DATA ANALYSIS AND DISCUSSION OF RESULTS

5.1 Socio-FEconomic Characteristics of the Respondents

5.101 ﬁ&g_’_

Farming requires that one has to reach a certain age to
be able to attain a certain stage of both mental (physiologically
and morphologically) and managerial ability, This is
especially true with farming within the study area, since
the majority of farming activities require manual labour,
the provision of which is partly determined by age,

The modal age of the Co-operators was 31 - 40 years

(31.43 percent) and non~co~operators modal age was 41 = 50
years (31.[}3 percent) having recorded the highest frequencies

11 farmers (Table 5.1). Abeut 5.7 percent and .6 percent ef
ofkco-operators and non-co=operators respectively were over
60 years old (Table 5,1)., A t-test carried out showed that
thore was no significant difference between the age of a
co-operator and that of a non-co-operator, These findings
may be of some importance with respect to the productivity
of credit used by the farmers, since at 60 years and

above, a farmer may be too old to significantly increase his

productivity through the use of credit,
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Table 5,1: Agé of Respondents
i J

Co-operators Non-Co-operators
Aée Group No, of Percentage No, of Percentage
(Yearsj farmers farmers
20 - P 8 22,86 6 17,4
31 -« LO 11 31,43 6 7.4
41 - 50 8 22.86 11 31.43
51 - 60 6 17.14 9 25,71
aﬁove 60 2 5.71 3 8:57
Total 35 100 35 100

Source: Survey Data, 1991,

5.1.2 Farm's Size

The size of the farm cultivated is a function of
population pressure, size of the family, labour available
and financial background of the farmer, The frequency
distribution of sampled farms is shown in Table 5.2,

The total land area -to all co-operators was 287.0
hectares and total land area for non-co-operators was 19470
hectares, The size of farm holdings for the co-operators
range from 1,0 to 30 hectares while the size of the
holdings for noﬁ-co-Operators range from 1.0 to 14
hectares (Table 5.2). About 31,1l percent of co-operators
and 1,86 percent of the non-co-operators hold farm sizes
less than four hectares (Table 5.2), The average size of
holdings for a co-operator was 8,14 hectares while that of
a non-co-operator was 5.6 hectares., A t-test showved that

there was no significant difference at 95 percent probability

level,.

'
]



The modal sizes of holdings for co-operators and non-
co-operators were 6,1 (or 48,57 percent) and 11 (or 31,43

percent) respectively as shown in Table 5,2,

Table 5.,2: Farm Size of Respondents

Co-operators Non-Co-operators

Hectares No, of Percentage No. of Percentage
farmers farmers

under 1 2 5.71 3 8.57
1.1=2.0 b 11.43 3 8,57
2.1-3.0 b 11.43 I 11643
3. 1=4.0 3 8,57 5 14,29
.1-5,0 I 11,43 S 14e29
5.1=6.0 1 2.86 ly 11.43
6.1 and above 17 18,57 11 31443
Total 35 100 5 100

Source: Survey Data, 1991.

5.1.3 Educational Levels of Respondents

Education is very important in farming and it contributes
significantly to managerial performance. Management here
means the organization and co-ordination of factors of
production such as land, labour and capital, °

In this study, about 22,86 percent of the co~operators
haa no fermal education (Table 5,3). About 14.28 and
8,57 percent of co-operators and non-co~-operators attended
Koranic schools. About 20 percent of both co-operators and

23 percent of non-co-operators had VWest African School
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Certificates and Teachers grade II certificates, About
11 percent of the co~operators and 6 percent of non-~co-
operators had educational level above secondary school

(Tlable 5. 3) .

] +

Table 5.3: Educational Levels of Respondentr.

i Co-operators Non-Co-operators
No, of Percentage No, of Percentage
farmers farmers
Koranic School 5 14,28 3 8.57
Less than Primary |
Six 8 22,86 12 3l 28
Primary Six 7 20,0 8 20,0
WASC 7 20,0 8 22,86 ¢
Teachers Grade 1I n 11,43 3 8.57
Above secondary L 11.43 2 5.7
Total % 100 35 100 —

Source: Survey Data, 1991.

' 5.7.4 Sources of Farm Inputs used

To determine the effectivericss of using co-operative
organization in supplying credit {(farm inputs} to the
co-Operafors. It has been hypothesized that more rural
enployment has been created and that co-operators have better
éccess to inputs such as loans, fertilizers, machinery,
improved seeds, and higher prices for their produce, Table 5.4
shows the respondents' access to inputs, whether it is from

government, unicn or local market.
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Farm inputsfis one of the determinants of yield if
aﬁailable at the right time, Table 5.4 shows about 29
percent and 20 ﬁercent of co-operators and non-co-operators
respectively had their inputs supply from government/
ministry of Agric., and about 3 percent and_éb percent of
co=-operators anq non-co-operators respectively had their
input supply fr‘ém the market, This indi;:ates that
cogoperators s0lely depend on government and society for their
input supply while non-co=-operators got their inputs supply
fqom the market; There is no significant difference in the -
uée,of farm inpuits by the respondents as Table 5,1 has

shown,
Table S5.4: Sources of Farm Inputs used by Respondents

. Co-operators Non-co~operators
input Supply No, of Percentage No, of Percentage
r farmers farmers '
Govi/MOA 10 28,57 7 20,0
- Market ' 12 3k 29 28 80.0
Union/Society 13 37.14 0o -
Total 35 100 35 100

Sources Survey data, 1991.

5.2 Sources of Credit -

There was no significant difference in the the amount
of credit given to co-operators and non-co~operators, A
total of K59,64),50 and N)5,928 were collected as credit by

both co-operators and non-co-operatoes from different sources,

'
i



such as banks, society/union and other sources like friends,
relatives, neighbours and some had no credit at all, Most
of the co~operators received their loans through the society
i.e. about 31,43 percent (Table 5,5) and non-co-operators
received loan/credit from banks., While about 20 percent

and 34 percent of co~operators and non-co-operators
respectively received credit from other source, like friends
and relatives etc. Also about 20 percent and 39 percent

of cooperators and non-co-operators respectiveif received
crecit from other source, iike friends and relatives etces
Also about 20 percent and 29 percent of co-operators and

non-co-operators respectively received nothing,

Table 5,5: Sources of Credit Used by Respondents

Co=-operators Non-co-operators

Loan Source No, of Percentage No. of Percentage
farmers farmers

Society/Union
only 1M 31.43 - -
Banks L 11.43 13 37.14
Both Bank/
society 6 17. 14 - -
Other source 7 20,0 12 34,29
No Loan 7 20,0 10 28257
Total 35 100 35 100

Source: Survey Data, 1991.



66

5242 Agricultural Co-operative Market and Marketing.

This section examines the extent of farmers access to
market, for both the inputs used and the crops product,
It also compares the individual farmer's prices of these variables
with the prices paid by the co-operative farmers., The ®
elements considered in this section are the organization of
marketing within the co-operative society, where members
market their produce, price paid by the co-operative
institutions and their storage facilities, Other elements
exained include local buying agents involved in the
marketing system,

Marketing activities of the co-operative societies in
Michika were examined through the responses of the members
of the organization, On the question of organization of
marketing within the society, about 80 percent of the co-operators
and 55 percent non-co-operators respectively stated that
the marketing organization was mean satisfactory, Only 20
percent and [} percent co-operatoYs and non-co-operators
respectively were satisfactorily, The consequence is that
the 97.6 percent and 100 percent of co-operators and non-co-
operators respectively sold their produce in the local market,
while only 2.3 percent of the co-operators sold their produce
through the co-operative society,

With regards to the prices paid, the farmers stated
that the societies had not been paying higher price than
the prices in the local market, and in some cases they even

paid lower than the prevailing local market prices,
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All the co-operatars stated that the society bought in bulk
unlike the sale of one or two bags in the market. The
farmers also complained that it took months before

payments are received in respect of produce delivered,

All the farmers (co-operators and non-co-operators)
stated that they individually carried out the sorting,
collecting, grading anu transporting of their produce and
almoét all of them individually provided local storage
barns (Rumbu) for their produce. About 92,85 percent of
co-operators and 100 percent of non-co~operators used
their storape facilities while arout 2,5 percent co-operators
used the co-operative society's storage facilities,

The institutional structure of the market in which the
farmers sold their produce and bought their necessities was
not such as to favour the interest of the farmers.
because of the activities of the middlemen which affect their
profits, Even tnhe society purchased produce through the
lo¢al buying agzents and selected buyers by the society
committee,

There was no significant di fference in the co-operators
and non-co-operators market respectively. The major

problems for both of them were transportation and spare

parts for their ox-plough waggons.

5.3,1 Impact of Co-operative Societies in Gongola State

The impact tnat a particular co-operative organization
has on its members is a very useful criterion for evaluating
the performance of its organization, This section is

organized into the following sub-sections:



5.3.2 Evaluation of Farm Size and Other Variables on
the Amount of Credit Taken ,

A multiple fegression analysis shows that farm size,
cost of chemicais, cost of capital equipment, cost of |
seeds and managérial abilities or farming years were
significant while family labour and cost of hired labour were
not significant {(not influencing factor) as shown in Table

S.Q and 5,7,
j

Table 5,6: Farm Structures of Respondents,

1

et

Item Co-operators Non~co-operators
No., 35 35
Average Net Farm income/ha 8,8 767
Average Loan (H) 1704413 1312.23
Average Land (ha) 8.2 5.6
Average family labour

(man-hrs) 2621,77 20h6, 56
Average hired labor

(man-hrs) 947,71 661. 14
Average cost of chemical (H) 340,73 577,37
Average cost of
capital equipment (M) 1304,67 1375.88
:Average cost of seeds () 235 180.83
Average cost of production/ha 556 L52

Source: Survey Data, 1991,

- 1
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~Table 5.7r—Estimated Regression Tor—Co=operatoTs’ use of Credit (model I} - - oo s

Regression Co-efficients

Dependent Constant

. L ] * 9 % ot o T N
Variable MA ._.xm o Hw_ NF xm xm xﬂ R Fevalue
L 21 181 =0.427 0.987 2,66 -0,835 -7.18 118 67.6 8.03

t-values  (0.33} (3,98) (-1.80) (1.13)  (3.79) (=2.34)  (-2.94) (1.93)

where: . . '

*¥  Significant at 95 percent probability level,
***  Significant at 99 percent probability level,

Value of credit taken

(

1 Farm size (ha)

= Family labour {man-hrs)

.
it

W

= Cost of hired labour (man-hrs)

Ea
il

-&ﬂ 53 Uﬁ i
]

Cost of chemical (X)

i

Cost of capital equipment (%)
Cost of seeds (M) . ) | h

= Managerial ability (yrs)

]

Student t-values .

o
u

Overall significance for the regression equatiom,

R . - P Y - .. . . o < )
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The coefficient of determination, Rz, was 67.6
percent (0.676) which shows that the equation explained
about 68 percent of the variation for the credit taken.
The F-value which measures the overall significant of
the regression is 80,3 percent with 59,2 percent
(adjusted R-square). This is lower than the tqbular
val"me and significant at 99 percent,

+# The correlation results are shown in Table 5.8.
All the coefficients are significantly or positively
correlated to the dependent variable L, value of credit
taken. This shows that credit has increased farmers
size of holdings, helped in hiring more labourers, and
helped in buying chemicals and it also increased the
managerial ability for the farmers, Vhile family labour,
cost of capital equipment and cost of seeds were
negatively correlated (not influencing) to the dependent
variable. This shows that the farmers use their carryover
seeds for planting, unable to buy capital equipment
(since the credit is very small or not given at all)
and use their family labour, This study shows the
opposite of family labour, cost of seeds and cost of
capital equipment which were supposed to have an increase
on the production. Also it may be due to diminishing

returns or irrational zone of production.
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Table 5,8: Correlation Coefficients for the Model I.

L | x, X, X4 X, X5 % [
L 1.0

X4 0,586

X, |-0.009 | ©.043

Xy | 0.259 | 0.186 0. 378

X, | 0.410 [ 0.131 0.060 }0.100

Xg -0,185 1 0.002 0.420 ]0.598 |0.015

X, | 0.002| 0,330 | -0.098 |o.332 |0.351 | 0.097

X7 1 0.002 ] -0.072 0.141 Jo.u03 [0.061 | 0.526 | -0. 101

5.3.3 Impact of Co-operatives on the Farmers' Yncome

The element examined under was the net farm income

of co-operators and non-co-operators, The average net
farm income of co-operators was N848.00 and N767.00 for
non-co-operatofs as shown in Table 5.6,

| It was hyﬁothesized that there is no relationship
between the beﬁeficiaries income and inputs used., This
was not true, since the net farm income of co~operators
is-higher than the non-co-operators and it also reveals
the importance of farm holdings and hired lebour on their
production. Most of the co-operators and non-co-operators

use their previous or c¢arryover seeds for planting.

Al so nhypothesized was that the co-operators have

larger farms than the non-co-operators,

I .

| i

! |
: :
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This was shown in Table 5.6 also, the average farm size
for co-operators was B,2 nectares and 5.6 hectares for
non-co-operators., In terms of management larger farms
are more difficult to maintained than smaller famms.
For instance in the event of crop failure like last year
in the study area, the larger farm had a greater losses
to that of smaller farms. Management in co-operative
organization is an important factor in measuring its
efficiency or in calculating its net farm income,

From the result of the analysis in Table 5.6 it was
found that the cost of hired labour is higher in co-operative
farms, Since average cost of hired labour in co-operative

was 97.71 man-hrs and 661,11l man-hrs for non-co-operators.

5.3.l1 Comparison Between the Income of Co-operators and
Non-Co-onerators,

The elements examined are the differences between
net farm income of co-operators and non-co-operators.
About 25 farmers or 71,4}y percent of the co~operators
earned net farm income less than ¥1,000,00 about 2l farmers
or 68,57 percent of the non-co~operators earned net farm
income less than ¥1,000,00, About 10 farmers or 28.56
percent of the co-operators earned net farm income more
than %1,000,00 and about 11 farmers or 31.4 percent of
the non-co-opérators earned net famrm income.of more than

81,000.00 respectively as shown in Table 5.9.
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Table 5.9: Net Farm Income Distribution of Co-gperators e
and Non-co-operators,

Co-operators Non-co-operators
Net farm Income No. of Percentage No. of Percentage
farmers farmers
0 - 500 ; 13 37.1h 20 57.1h
5017 - 1000 | 12 34. 28 i M43
1001 - 1500 | 5 14,28 L M.43
1501 - 2000 2 5,71 3 8.56
2001 -~ 2500 i ’ 1 2.86 1 2,86
2501 ~ 3000 . 1 2.86 1 2.86
3001 -~ 3500 é 1 2.86 2 5.71
 ' Total 35 100 35 100

Source; Survey Data, 1991,

From the result of the analysis, it could be seen in
Table 5,4 and figure .l that farmers in co-operatives
had higher net'farm income at 3i.28 percent or farmers
éarnings from ﬂ501 to N1,000, Though there is no
;iénificant difference in the distribution qf incomes
and non-co-operators, it cpuld be seen that co-ob.

between the co-operators/credit would have had an impact

on the net farm income distribution of Michika small

farmers,

5.3.,5 Strateries for Effective Administration of Co-cperative
Credit and Repavment Abilitles. .,

1
It was hypothesized that co-operative crganization

was not erficient in supplying credit to the farmers.

-

This was not true, since the amount of loan disbursed to
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co-operators was significantly higher than the non-co-
operators as shwon in Table 5.6. An average sum of ¥1,70L,13
and N1, 312.23 to co-operators and non~co~operators was
received as loans., This further shows that co-operative

is an efficient organization of loan delivery to the

grass root.

5.lte1e Credit and Other Factors Affecting Net Farm Income
of Michika Small Farmer ‘o-operators.

To determine the efficiency and effectiveness of
using co-operative organization in supplying credit to
the farmers in Michika L.G,A., the net farm income of
small farmers co-operatives was used. The Loglinear and
Cobb-Douglas type of production functions were employed
for the regression so as to enable the researcher choose
the "best fit", Though it has been subjected to severe
criticisms from the statistical viewpoints by many
researchers like Heady (1961) and Dillon (1961). The
values of net farm income represented NFI or independent
variable was regressed against the amount of credit
taken and other important variables or factors affecting
the net farm income. In this model 11, the independent

variable was represented by X1, X2, X3, Xu, XE, XG’ X7, and X&

where:
x1 = Value of Credit taken (N)
X, = Fam size (Ha)
X, = Family labour input (man-hrs)
X Cost of hired labour input {(man-hrs)

rooE W
il

= Cost of chemical (N)
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Xo = Cost of capital equipment {x)

7 = Cost of seeds (¥)

~
n

Manageria. ability (yrs)

All the variables proposed above were fitted into log-linear
and Cobb~Douglas regression equation, Then from the two
regressions the best fit was chosen i.e, log~linear,

The result of the log~linear is shown in Table 6,0.

From the result of the analysis in Table 6.0, the
coefficient of multiple regression RZ was (682), This
shows that 68,2 percent of the observed variation in net
farm income of Michika Co-operators as the explanatory
variables indicated in the log-linear equation. The
adjusted R was 55.5 percent (.555). The result shows
that farm size, cost of capital equipment and managerial
ability were important in explaining net farm income in
the study area,

+ As indicated in the log-linear equation and the related
t-value Table 6,0, the most significant factor that
influenced net farm income of Michika co~operators was size
of farm holding. Since increased in farm size of a
co~operator would normally result in higher output and
consequently higher net farm income, the result ol the
analysis shows the opposite, The sign of the coefficient
of farmers size of holding was negative (Table 6,0) and

the t-value was insignificant at 99 percent probability,
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Table 6,03 Regression Statistics on Net Farm Income (Model HHV Using Log-linear Function for Co-onerators,
Regression Coefficients
Dependent Constant X X" Xy X ; T Nm.; y X 2°  p%(aaj) P
! 9 L - T 8 .
Yariable
N 1357 0.0LT7S =51.3 0.093 =0.,010 0006 ~0.581 C.OT7T  LOWT 68s2 5545 537
vhere:

#* 00 mercent lev:l of

significant.

L5 Kas y KXoy Xoy s and X, as specified earlier.
: 5 %6 8
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The result furtner suggests that increase in one
hectare in the farm size ot Michika farmers would lead %o
an increase ot ¥848,00 in their net farm income as shown
in 'abie b%.b, .

Family labour was the second factor influencing the
net tarm income of Micnika co-operators, increase in the
use of fgmiiy labour would result in incregse in furm Size
and output of the co-operators which in turn increase
~their net fann.income.

" Cost of capital equipment was the third factor infiu-enc.ing:
the net farm income of Michika co-operatoys., It is a
:'cémmon belief that small farmers would innovate more .
 rLadi1y if not for lack of capital. Thus co*-operative credit
sﬁould have a positive effect on the farmer's innavations
ig farming and their net farm income. The economic
relationship between co-operative credit and net farm
i?cnme was negative. Jhe regression coefficient for
cod-operative credit in the study area was negative and
insignificant at 99 percent level having recorded a t~
value of 0,81 (Table 6.0). The result of the study
therefore, confirms the theoritical relationship between
cost of capital equipment and net farm income. Hence, the
co-operative credit programmes had a negative and
insignificant impact on the net farm income of Michika
small farmers, S

These other factors also contributed to the observed
variations in net farm income of Michika co-operatars,

but their effects were not significant enoupgh to individually
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influence the net farm income of Michika co-operators.

Helie2 Credit ond Other Factors Affecting Net Farm Income
of Michika llon-co-operators,

The most important factors which influence the nef farm
income of Michika farmers were analysed. Similarly -“:~9'*
multiple regression analysis was used to isolate credit
and other important factors that influenced the net farm
income of the non-co~operators were regressed against credit
and other important factors affecting net farm income; the
independent variables were represented by X1, X2, X3, Xh’
XS' Xe X7 and Xq.
Where: |
K1, X2, XB’ Xh, X5, X6, X7 and XB are as explained earlier,
All the variables stated above were fitted into a log-

linear function as in the case for the co-operators.
The reasons fof choosing log-linear function was because
of the physical nature of agricultural production function,
which was supported by many researchers like (Olayide and ‘
Heady, 1982), These researchers indicated that agricultural
output is a mathematical function of the quantities of |
labour, land and capital for a production to take place.

~ From the result of the analysis (Table 6.1) the
coefficient of multiple regression QRZ) was ,972 with
adjusted R—squére .972 for the log-linear functicn,
This showed that 97.2 percent variation in the net farm
income of Michika non-co-operators was Jointly explained

by credit and other explanatory variables specified in the model,

:
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NFI (Y) = a + b1x1 N b2x2 + b3x3 + buxu K bSXS B b6x6 .

b7x7 + bgxg + E. )

As indicated in the log-linear equation and the related
tLvalues (Table 6,1) the most important factor influencing
the net farm income of Michika non-co-operators was
credit (xT). This shows that non-co-operators would
innovate if co-operative credit were given, Since it would
enable them buy more farm inputs and expand their farm lands,
Also farm management principles will be given to them by
the co-operative staff in general. The economic relation
therefore suggest a direct positive relationship. The
coefficient of credit with a t-value of 7,33 was positive
and significant at 99 percent level (Table 6.2).

Other significant factors are the farm holding, family

labour and cost of capital equipment while the other

factors were not significant,
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* -t * I ., - 2
vmﬂmnw.nﬂa Constent X 1 Nw — .\.u .ar N.u. Hm Hw . xm R
Variable :

gy 1251 0.1L1 ~82.1 0.0659 =0.3%7 ~0.,008 0.353 ~0421 =233 9Te2

t-value (3.91) (7.33 (=1s10)  (1.11)  (~1.5L (0.02) (1.89) -3.57) (-0.2L

)

wheres
### 99 percent level of cignificance
#* 90 percent level of significance

] X, and X. as defined earlier.
HJ. xw- Hu. h_.: UP.U.. Oy u.? § A
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(Non-Co-operators).

Correlation Coefficient for the Model II

NFI X, X, X, X), Xg Xg Xo, Xg
NFL 1.0

X, 0.670

Xo -0,405 0,164

Xy 0.333 0.243 0. 300

X, ~ 0.020 0.293  0.194 -0.106

Xg  -0.078  0.2u5 0.754 0.349 0.043

X, -0.385 -0.263 0,367 0,117 0.528 0,207

X, -0.065 =0, 34l 0.106 0.203 =-0.045 0,137 0,289

Xg ~=0.274 =0.233  0.209 0.033 0.371 -0.0610.310 ~0,4022

5.li«3 Relationship Between Co-cperative Credit, Net Farm

Income and Other Farm Inputs.

The assumptions are that farmer's net farm income

are influenced by independent variables in the regression

equation,

The cardinal objectives of a farmer is to increase his
output and therefore his money income, Regression and

correlation analyses were carried out to show the

relationship between the value of co-operative credit and

other variables and the net farm income.,

correlation analysis was conducted.

The pearson

The correlation

coefficients were given for the dependent variable net

farm income (NF1),
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Table 6.3: Correlation Coeffients for the Model™1II (Co-operators)

NFI X, X,, x3 X& 35 X 5 x? Xg
NFI 1.0
X, 0.081 .

X4 0,209 0,003 -0.566

-0.423 0,079 0.343 0.413

X 0,181 0,38 0,049 0,062 -0.080
Xg =0.365 =0.275 0.048 0.489 0,651 -0.032

2 =0.298 0.350 “0.487 -0.133 -0.034 0.231 0,151 _
Xg 0,129 0.013 <0.072 0.772 O.447 0,005 0,571 -0,163_

The coefficients of determination (Hz) was .682 which shows
that the equation explains 68 percent of the variation in the b
"farmers' income., The f-table which measures the overall

significance of the regression was 5,37 (Table 6,0) and insignificant

%
at 99 percent probability level. ?“
The correlation results shown in Table 6.3 reveals that
co-operative credit had a negative impact on farm size of v

co-operators and it was insignificant at 99 percent probability
level. This may be due to the fact that co-operative credit
were not only used in farm development per se, Also, because
of the high labour costs and small amount of loan, onlg~a small
" number of hired labourers could be employed and these few
labourers cannot significantly increase the small farmer co-operative

size of farm holding. It was assumed that in the absence of the
Jd
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co-operative credit, the co-operators {(farmers} resorts to

~ the other sources of funds. The X, which is the farmm size

2
in the equation was highly and positively correlated to

!

farmers' income; X3 in the equation was the family labour ﬁ

a

input; X& was the cost of nired labour, Both XB and xu had;
great impact on farmers' income. The cost of capital equipment
(depreciation) was calculated on ox-plough, while costs on

| hoes, cutlasses, baskets were assumed to be used up during.%
production process.
:; From the correlation results of (Table 6,3) it has been ;

shown that increase in farm size, family labour and cost ;

of capital had increased the net farm income of co-operatoré.
Increase in credit taken, cost of hired labour, cost !

of seeds and managerial ability which were supposed to

increase the net farm income of the co-operators was not
s0, These might be due to the state of diminishing

marginal returns of the co-operators farms,

Selielt " Influence of Credit on Farmmers Choice of Enterprises

In the rural areas of Gongola state and in particular
Michika L.G,A., farmers, especially the small holders,

inherit what their grand parent Iﬂﬂnii' There are many |

traditions, beliefs and taboos attached to the planting,

' tendering the harvesting of most food crops.

»

In general, co-operators concentrate more on the

production of sorghum, cowpeas and maize, Alsc the non-

co-operators concentrate on the same food crops i.e. sorghum,

1

—— H
. ¢
!

I
3




35
cowpeas and maize, However, there is no significamt
difference in their choice of enterprises as shown in Table
6.4, The result of the study showed that about 31 percent
and 28 percent of co-operators and non-co-operators grow
cowpeas; while about 2l percent and 22 percent of co-operators
and non-co-operators grow maize and only about 2 percent
of co-operators grow cassava Table 6.}y showed that Michika
co-operators planted more crops like maize, cowpeas and
sorghum which have a shorter gestation (maturity) period.
Some of the farmers interviewed argued that sorghum resisted
drought and maize and cowpeas had a high return, brought
quiék money and required less labour compared to crops
like cassava, Co-operators tended to be rational on the
choice of farm enterprises. The foregoing analysis does
not imply that non-co-operators were not rational in the choice
of their farm enterprise, but from the study, it was
found that they were not facing any constraint like the
co-operators, hence they were free to select their crop
enterprises either to suit their traditional believes,
status in the society or plant the crops that would

satisfy family needs.
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Table b,lj: Farmer's Choice of Farm Enterprises

Co-operators Non-co-cperators
Farm Entcrprises No. of Percentage No. of Percentage

farmers farmers
Sorghum (G/corn) 13 30,95 16 27.58
Majize 10 23,80 13 22,41
Rice 2 476 T 1272
Groundnut. 2 4.76 L 6.89
Cowpeas (beans) 12 28,57 16 27.58
Bambara nuts - - 2 3.45
Cassava 1 2.38 - -
Millet 3 7.14 6 10, 34
Total L2 100 58 100

Source: Survey data, 1991.

5.4.5 Shortcomings of Agricultural Co-operatives in
Gongola State,

To determine the major problems of agricultural co=-
operative society was tne objective five of the study.
Co-operatives, the world over, face certailn basig problems
but the problems seem more acute in respect to Gongola
state., It is tne intensity of the problems ana the degree
to which they have been solved that determine the success
or otherwise of a co-operative soclety, union or movement,

The major problems include the following:
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Lack of Patronage:

Most of the co-operatives were organized along political
or tribal lines, thus the co~operation is not strictly
a business unit, but primarily an ethical or political
movement,

Lack of Gond Leadership and Management:

The co-operative lack trained personnel to manage

their affairs, and literacy level among the farmer
members is very low. The co-operative's depends on the
staff from the Ministry and co-operative federation
limited, but the agricultural co-operative itself is

not adequately ataffed and this leads to poor organizational

structure, Therefore a new reshufflement of the

organization of co-operative is necessary,

3.

L

Lack of Capital:

There are lack of adequate capital and credit facilities
to members, There are bottlenecks in obtaining finance
from any financial institutions (especially deleyance
and segregation of choising beneficiaries).

Low Level of Education of Members:

Members of agricultural co-operatives are people mostly )
without @zny formal education, These groups of people
therefore need to be educated on the concept and practices
of co-operatives for them to appreciate the worth of

such ventures, However, co-operative officers make the

task of e :cating co-operative members difficult,
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5. Lack of Storage Facilities and Marketing Outlets:
. In agriculture, storage facilities and marketing outlets

I
fpr produce are very important for the increased preduction ‘e
to be of any benefit tec farmers, In most L,.G.A.'s of the

state especially Michika L,G,A,, however, adequate storage

facilities for agricultural produce are almost non-existent,

6, Lack of Adequate Extensicn Services or Agents:

For the effective administration of agricultural

- co-operative society and for the improvement of the repaymen£
ability of the co-operators, these major problems listed
br enumerated have to be adeguately solved i.e, lack of -
~ patronage, lack of leadership and management, lack of
capital or credit facilities, lack of storage and markeﬁingl
outlets, low lével education of members, lack of adegquate ’
extension services and so on,

i
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CHAPTER S5IX

6.0 SUMMARY, QONCLUSION AND SUGGESTIONS FOR FURTHER STUDIES

Be1e1 Summary of Findings.

The study was designed to measure the performance of
agricultural co-operative society programmes on the farmer
(member) income in Michika L.G.,A, The major objectives of
the study were the determination of the efficiency and
effectiveness of using co-operative organization in
supplying credit to the farmers, impact of credit on their
(farmers) net farm income, size of holding and choice of
enterprise, To achieve these objectives, the farm structure,
the use of credit and other farmers productivity were
analysed, Farm operations and net income of the farmers
we}e analvsed with tools that have been developed and
used for such purposes, The following were the results

of the analysis:

1. From the survey, it was dicovered that co-operators
have lLarger farm size thagn non-co-operators, For instance,
a co-operator has, an average, 8,2 hectare of cultivated
land as compared to 5,6 hectares of a non-co-operator., The
di fference was significant at 99 percent probability level,
2.‘ Co-operators employed more hired labour and family
labour than non-co-operators, On average co-operators
émployed a total of 2,621.77 man-hours of family labour,
while non-co-operators employed 2,046,56 man-hours. Also

947.71 and 661,1L man-hours of hired labour were employed
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by co-operator§ and non-co-operators., The difference was
statistically gignificant at 99 percent level,

3.  On the use of credit, an average of about N1,70l.13
and N1,312.23 was received as credit by co-operators and
non;co-Operators during the study period, These loans

wefe used for the purchase of fertilizers, herbicides,
insecticides, ete,

It Co—operatbrs have higher net farm income than non-co~
operators, Oniaverage, a co-operator farmer earned é |
net farm incomé of 848,00, While the non-co-operatoes
éarned net farm income of {766,96k, The differences were
$ignificant at 99 percent probability level.

f - 1In terms of distribution, uvout 34,28 percent of
¢o-operators earned net farm income of less than ¥1,000.00
and 3!'.0.3 percent of non-co-operators earned net fam income
iess than N500,00, About 28,57 percent of co-operators
éarned net farm income less than #500.00 and 22,86

ﬁercent of non=co~operators earned net farm income of less
than ¥1,500,00 and only about 2,86 percent and 5.71 percent |
of co-operators and non-co-operators earned net farm income
of more than §¥3,000,00, |

Further analysis showed that co-cperators had a more

evenly distributed net farm income than non-co-operators, e

S. The result of the analyses showed that 68,2 percent of
the observed variation in net farm income of co-operators

was jointly explained by all the observed variables

indicated in the model 11, The adjusted R2 was (,555) or
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55.5 percent, The results further shows that farmm size,
family labour inputs and cost of capital equipment were
important in explaining net farm income in the study area,
The economic 1linkase therefore sujgests a direct positive
relationship, The sign of the coefficient of farmers size
of holding was ne,ative and the t-value was insignificant
at 99 percent prooability level. Also in Model 11, credit
showed an increaco but insignificant relationship with the
net farm income,
B, The result of the pearson correlation conducted showed
a négative relationship between credit and net farm income
and insignificant, having recorded a t-value of 0,81,
Henﬁe the co-oper.tive credit programmes have a negative
and insignificant impact on the net farm income of co-operators,
although very low, it was significant at 99 percent of non-
co-operators net rarm income.
Te On farm enterprise choice, most of the co-operators and
non-co~-operators interviewed favoured sorghum, maize and
cowﬁeas. On the whole co-operators and non-co-operators
farmers planted the same crops with shorter gestation period,
8. The anaiyses shows that about 29 percent and 20 percent
ot co-operators and non-co-operators respectively had their
inputs supply fro: government, and about 3l percent and 80
percent of co-operators and non-co-operators had their input
supply from tne market and only 137 percent of co-operators
got their input supply from the union or society. This had

inaicated tnat co-operators solely depended on government
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and ociety for Liheir input supply, while the non-co-operators
got their input supply from the market.

9. A total loan amount of NG59,6l),50k and NL$,928,00

was collected as credit by co-operators and non-co-operators
froi. different sources such as banks, society etc. Te
ana:“ses also shows that about 31,43 percent co-operators
reccive loan from the society and about 37 percent and 30

per. .t of co-operators and non-co-operators receive

noti. ng or no leoan was given at all,

6,1." Conclusion

‘'he results of the various analyses carried out in this
stud showed that co-operative credit has no impact on the
net - .rm income of co-operators, though credit has an impact
on tie non-co-operators net farm income. There was no
sign i rficant difference in the cost of production for co-
oper .tors and non-co-operators per se. This is not to say
that the cost of production for non-co-operators was low or
che: , The insignificait impact of co-operative credit on
its ombers is not unconnected with the fact that cost of
procii-tion tends to be high coupled with low output prices,
Thi: nigh cost of production is attributed to high cost of
chen cals, capital equipment and cost of seeds in the area.
Also according to the respondents, an average labour cost
of & U,00 per man-day was charged, and chemicals
(Bas 'ram) costs about §L50,00 per 10 litres; fertilizer which
cost the average of §50,00 per bag or more. This is cost of

farm input coupled with low cutput prices tend to inhibit

co-o:. crative credit from exerting a significant impact
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on the net farm income of its members,

Co~operative credit had negative impact on farm size
of co=~operators but was insignificant at 99 percent
probability level, This may be due to the fact that co-
operative credit was not used in farm development per se,

Secondly, because of the high labour costs and small
amount of loan, only a small number of hired labourers
could be employed and these few labourers cannot signficantly
increase the small farmer co~-operative size of farm holding,

The result also shows an even or fair distribution of
net farm income of co-operators, about 34.28 percent and
22.86 percent of co-operators and non-co-operators respectively
earmmed net farm income tess tnan N1,000.00.

It has been observed in this study that co-operators
had-a fair adistribution of net farmm income than the non=co-
operators, even through credit had an 1mpact.onfhe net farm
income of non-co-operators, Tnen, planners for agricultural
co-operative should continue to focus on the design and
implementation of co-operative activities, However, such
activities or movement must be articulated with adequate
transport system, storage facilities, availability of
improved and cheap farm inputs, efficient marketing system
that will guarantee high producer prices to the rural
small farmers, patronare, high level of education, well

informed guidance and or efficient extension services.
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6.1.3 Buggestions for Further Studies.

Administrators of co=-operatives, co~operators, group
farms, fannersland extension arents will fiqf_the suggestions
in - this thesis of a great value, These suggestions are: B
a) Low level of education of members; programmes should

plan to suit the local condition aﬂd local training of

menbers, so that they can develop interest and

participate in the programmes,

bf Government should'give aid in the cause of drought
| + oecurrence or any natural disasters, which can be in
|
f kind (seeds, fertilizers, chemicals etc) or cash

(money).

; For efficient administration of co-operative programmes,
. Input supply must be timely and adequately supplied, educational
.pfogrammes like adult education classes should be used,
5 Arricultural co~operative society involves many aspect
of co-operative avtivities which can either be co-operative
marketing, rroup farming in crops or livestock or artisan
enterprise. Therefore, one would wish to suggest that
future researchers should go into other aspects of .
co-operative, e,g. how farm size or family labour or cost ___

of capital equipment influences the net farm income of these

gco-operatives {marketing) group farming, artisan etc).
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