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ABSTRACT

This project seeks ho appraise the financial system
and the nodalities of its operations. The highlight is
that the financial systemis divided into the organi sed
and the unorgani sed sectors, each with its val ues,

expectations and approaches to financial intermedeation.

Wthin the present setup however, there exist a |ot
of duplication, waste of resources; and al so nuch prospect
for pooling ideas, conmplenenting efforts and doing a better
job of nobilizing savings and providing credit facilities
for their nunerous custoners. Such idea of building a
bri dge between the two sectors requires a lot; the organised
sector has the resources and | ogistics, the unorgani sed has
not, the former also has the legal recognition but the latter
lias not. The unorganised is keen on devel opi ng and mai nt ai n-
ing relations, but the organised sector has not given it a
t hought. Wiy is the unorgani sed sector so desperate? The
i ndi genous savings and mutual aid associations which occupy
the Lnfornmal financial jungles of this country has a lot to
of fer, even though they have their own problens. If an
attenpt is made to organi se the unorgani sed sector, it wll
be put in a better position to be plugged in for a better

functioning financial system

Vi
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CHAPTER 1 1

OUTLINE OF THE PROJECY

INTRODUCTTON

The phenomena of thrift/savings, credits, loans
and Finance are not new in the areas that make up
present day Nigeria even before the colonial period.
Iinfact the existence of well established and flourishing
trade, and also the use of different kinds of currency
gives evidence to the existence of a form of Financial
system no matter how rudimuntaryj Colonialism, legitimate
trade and administration, also brought with it a whole
set of institutions including modern Financial, banking

systems and conventions.

The result is that today in Nigeria, we have a
dual financial sector - (the "organised®" and "unorganised"
each with its own requirements and expectations) in a
system . of obstacles, and relationship of contradiction
and active opposition; resulting in duplication, waste

and inefficiency.

However, both sectors do not only perform impor-
tant functions, but have a very special role to play
in Nigeria quest for economic development based on
either the statutes/legislation setting them up, or

by tradition and history..




The Central Bank initiated rural banking drive accompanied
by all the good projections is back firing in the rural areas
because the policy framework and institutional arrangements
for executing the programme have failed both to embrace and
adjust to the cultural values, social needs, expectations,
and circumstances of the society they were meant to serve.

Since efforts were not made to orient the activities of these
commercial banks to the rural dwellers, their services have also
not been generally accepted favourably by a large section of

the rural population especially the merchants, traders, cattle-

owners, farmers, palm-nut collectors, palm-wine-tappers etc,

The prevailing banking philosophy is not only foreign
to the traditional social background, but the banks also appear
to be speaking to the rural people in a foreign language. As
Schatzs (1961 ) put it, "even if not in direct contact with
foreigners, they (rural dwellers) deal with agencies run by
modern (enropean) rather than traditional standards. These
rules and procedures of the economy and even the language are
of alien m-iqin".2 The standard and requirements for safe
keeping of money and collection of credit infaclk conflicts
with social and cultural patterns. For instance wealth in the
form of document bills, plant and equiment, real estate, time
deposits, life insurance policies etc; are the major criteria
used by banks for shelling our credit in an environment where

not only a few are born rich but majority are walloping in

abject poverty.



Thrift and the need to save requires ability to

read and write, filling of forms, waiting on long
gueue$ routine periods of transactions etc; which the

rural people are not used to,

This striking feature of lack of indigenization
of the banking practice in the country would have
meant depriving majority of the country's people
the indispensable services of financial intermediaries,
if not for the existence of indigenous savings and mutual

aid associations that are the focus of this project.

Statement of problem and objectives of the study.
It is a generally accepted fact that the availability
of financial capital is a sine qua non for the trans-
formation and rapid development of any country. It
is also an acknowledged fact that while some people
and areas have more money than they need, others in
this country have less than they require for personal
and commercial needs. Financial intermediation
therefore occupies a strategic position in channeling
surplus to shortage areas, and therefore remedying

shortfalls from time to time.

1t was against this background that the rush and
partitioning of the rural areas by commercial banks in an
attempt to tap or mobilize lots of money which has

been lying fallow in these areas was a welcome relief.



However, before embarking on the rural banking
drive, were any attempts made to interprete and compre-
hend the psychology of savings in the rural areas?

If not, is this the reason the rural banking scheme is
insistently failing? Indeed if the myraid of structural
problems confronting numerous credit unions and mutual
aid associations are eliminated, their activities and
facilities organised and streamlined; will it not be
possible to intergrate them into the modern banking
sector thereby improving the present inefficient approach

to the mobilization of savings ?

The purpose of this project ia to:
(a) Highlight and analyse the implications of the
factors limiting the performance of these

savings and mutual aid associations.

(b) Investigate the strikingly different approach
of these associations to financial intermediation,
and identify possible areas for intergrating them
into modern banking to improve efficiency for

A better functioning financial system,

As Fdozen (1982) put it, "Going through the
types of banks,---- one gets the deceptive
impression that the Nigerian banking system
is sophisticatvrd well diversified and
probahly efficient. Quite te the contrary;
the look of sophistication in this instance
is a camouflage that coneals a high degree
of financial underdevelopment"3,
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Scope of the Study:

Most of the existing studies on the informal or
unorganised financial system have tended Lo group all
institutions in this sector as one and the same, ovel
emphasised the mutual aid elements in them and tagged
all of them credit unions, unlike in the organised
sector where efforts are made to differentiate between
commercial, merchant and development banks; insurance

and hirepurchase companies etc.

For this single reason, not much research has been
done on the indigenous savings associations as institu
tions per se, distinct from the various types ol mutual
aid associtations whichye shall have cause Lo touch upon
in the course of this project. The main cmphasis or focus

of this study are the indigenous savings associations.

pefinition of Special Concepts:

The word 'Asusu’', Esusu' and Osusu' will always
raise ears in the informal financial jungles of this
country.

They are often used to describe from one part of this
nation to the other the variety of credit institutions

especially those based on mutual aid.

Similarly ' Adashe' 'Ajo' etc are popular concepts
used to specially describe the thrift or savings associations.
The word 'Adashe' mcon ng saviags and 'Ma’ Adashe' -refering to the

local bankers will be used frequently in this write up.
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CHAPTER II

SAVINGS ASSOCIATIONS AND THE MEDIATION FUNCTION

Definition, Origin and Development of Indigenous

Savings and Mutual Aid Associations.

As we have already hinted earlier, there is a
glaring and fundamental difference between the credit
nnions and mutual aid associations. The later are
operated and revolve around the traditional-co-operative
and self help spirit; providing one form of aid or the
other from the rural areas where low incomes and poverty
prevails, to the urban area where they represent a sub-
stitute for the general lack of extended family links;
Hopkins sees them as "small credit associations which
woere organised by kinsmen or by group of friends and
wore devoted mainly to social purposes such as raising

. ; 2 : 4.
money for marriage, funerals and naming ceremonies™

present ly, these Asusu, Osusu or Esusu associations
have heen embraced every where in this country by
majority of the middle and low income working class,

il
traders. also students and full-time housewives.

Arnaldo (1977) defines them as "simple
organisations in which savings and or credit
are administered on a periodical rotating
basis by members "5.

On the other hand, the indigenous savings/thrift
institutions may or may not call into play the self
help spirit. They are known by various names in

different parts of the country.



"ADASHE' in the north, 'AJO' in the west and for
the purpose of this paper will be operationally defined
as thrift and credit unions mostly organised and operated
locally on the basis of membership for the provision of
simple safe-keeping and or credit facilities either on

direct individual or on a rotational basisg.

The Adashe is patronized predominantly by traders
artisans and craftsmen who can make Haily deposits of

money.

in all countries, financing decisions either for
economic or social purposes have to be made by people;
this is equally true in Nigeria whose complex socio-
cultural and rich economic potentialities have beén
strong forces necesitating such decisions. The
existence of institutions to conveniently, efficiently
and effectively aid these decisions have helped to both
provide answers to doeplv felt lack of banking facilities
in some areas and a substitute for extended communal

family links which are lacking in the urban areas.

Most of the communities that make up present day
Nigeria were traditional and transitional, i.e, while
many of the cultural and social demandsremained,
cconomic values especially general commerce and the
use of various forms of currency became more predominant
with time. The various economic transactions and social
commitments created as it were the conditions for indebted-

ness to wealbhicer neighbours and or fellow merchants



The ingenuily of our traditional pcople in
responding to this fact of lack of sufficient money
for economic transactions led to the development of
"agents", 'landlords' and 'brokers'. Requirements of
traders and artisans more importantly led to the
development of specialised bankers who collected
savings deposits daily from them and in turn "invested....
...this money on behalf of... these... depositors, and
operate a system whereby credits could be transfered to

third parties"6.

The development of the 'Asusu' and 'ADASHE' systems
were a direct response to the need of tacilities for
credit to meet social obligations - like marriage, naming
and burial ceremonies amongst friends and Lribesmen; and
also economic requirements especially commercial acltivities.
It is therefore difficult to accept Professor Giodianos
hypothesis that "like savings banks, credit unions have
recently entered the African system ... (and that)--- the
development of credit unions has been largely provided by
an external agent or factor - i.e. the intensive field-
work supplied by experts of world credit unions, the credit
union National Association (USA), the National Association
of Canadian Credit Unions (Canada) and other voluntary agencies
and religious services".7 Oral and written evidence shows
that credit unions in Nigeria developed aside of the above
named or suggested external agencies; infact studies

conducted by Nigerians writer confirm this pustjun.u
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Prom this humble origin, the savings and crodit

unions have developed into formidable forces within

the financial cobwebs of the economy, and today we

see them every where amongst Nigerians encouraging

the fulfilment of various social commitments and

enhancing trade and general commerce, acting successfully

as financial interuediaries without feeling threatened

or "even weakened by such strong and disruptive phenomena

as industrialisation, inflation, migration and urhanizatinn“.g
They have also escaped control by government agencies

like the Central bank and occupy what some writers call

the 'unorgaised financial sector'. This single strategic

location Factor it is assumed does not only help to make

their aperations flexible, but also their opecrating costs

very small indeed.

OPERATIONS OF INDIGENOUS FINANCIAL [NSTITUTIONS

STRUCTURE AND FUNCTIONS

As we observed earlier, the wide distribution of
these associations all over the nooks and coners of the
Nigerian society shows that they are vital and have
something of continuing value to offer, even though
very limited amount of data from research are available
to show the extent of their performance. However, a
look at the structure and functions of these associations
gives a better understanding and appreciation of their

vibrancy.
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1. Financial intermediation 2. Mutual Aid. The
first category which is mainly concerned with financial
intermediation is the ADASHE operated by MAI ADASHE
principally for those engaged in one form of trade or
another. lle registers or opens accounts for as many
traders as possible not minding their ethniec, religious
or political affiliations and gives them a card which
serves almost the same purpose as the savings passbook
in modern commercial banking. On this passbook lines are
marked to indicate acceptance of some sum of money from
its holder., The amount to be deposited or saved by a
trader is fixed and continuous on a daily basis. Infact
savings becomes compulsory once a trader gets registered
with the MAI ADASHE, since "the associations traditional
requlations make savings a social and personal obligation
which is voluntorily Contractpd"lo'

The exact amount saved differs, depending on the
lucrativeness of the traders lines of business; so while
some saved Nl everyday, others save H3, W5, some even Ni0,
NI5, or HM20 via the ADASHE system. The MAI ADASHE unlike
modern bankers does not have an office where he sits and
waits for depositors or savings at the convenience of his
customers, rather he visits all members of the association
daily to colleclt their savings which he records in a 'big

control
book'. (similar to banks cash/book) as well as on the Card
or Passbook which is held by the trader. Interestingly,

the total amount saved by a trader, giving room for
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inability to contribute, (either due to illness or other
misfortune) are usually refunded to him at the end of a
period {one lunar month) less a days deposit which is
deducted by MAI ADASHE for his services. No interest

are paid on such savings in contrast to modern banking

practice.

Furthermore, any of the regular members of the asso-
ciation who is serious with his business and considered
credit worthy can always raise loans or advances from the
MAT ADASHE for the period when members' deposits are
under his custody. Repayments of such loans either in
bulk or instalmentally have to be completed or ligquidated
bofore the end of the month when individual members are
rofunded their accumulated savings. Specifically, no
member can borrow an amount more than he or she can
personally save every month, while interest is charged
on such loans granted to them. More significantly,
the MAT ADASHE also served as guarantor or surety for
members of the associations he controls, to enable them
get access Lo other avenues of money and trade credit -
from money lenders or other traders because funds mobili-
zation and the ability to secure credit depends largely
on personal face to face relationship at this level.

Mo serviee fees are charged for this role also. The
activities of the MAI ADASHE do not end here., He also
makes available some of his services to non members of

the thrift associations, with the motive of making profit.
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He charges a very high interest rate, which arc very

rarely less than one hundred percent per stipulated
period. This high interest rate itself however

reflects not so much the risk involved in lending
operations as scarcity of capital, and morc importantly,
the need for societal discipline and also for people

to live within their means. Also such credit facilities
are arranged and executed in the presence of third

parties who served as witness ('SHAIDA') and all loans
have to be guaranteed, ('LAMINTA') by offering some
property like livestock, houses, motorcycles, land etc

as colateral security (' JINGINA'). An important point

to note here is that the conditions, rules and regulations
for savings, disbursement and recovering of loan advances
for both members and non members are not principally
dictated by economic and financial considerations but very

importantly too by social factors, cxpectations and inhibitions.

The supremacy of the social to economic considerations
made it an embarassment to borrow or default in repayments by
both members and non members, and provided as it were a moral
and ritual saction to enforce a code of conduct which made

trust and credit possible.

On the other hand, even in predominantly islamic areas
like Borno and Sokoto, the Kuranic injunction againslt usurous
loans has had little influence on the operations of stringent

conditions by Lhesce associations.
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The second category, that of mutual aid now look
more or less like social associations calling into play
the traditional African self-help spirit. However it
must be noted that the technical catalyst which motivated
the formation and development of mutual ajid associations
has been the extreme efforts of the entreprenural -
MAT ADASHE in search of an investment outlet for the
savings of his customers. For a fixed commission he
arranges and administers on a rotating basis, among
willing members the total savings made by all members in
a period. All members under this arrangement contribute
a specified sum of money e.g. N10, N50 or N100 on a
weekly, forthnightly or monthly basis. The whole amount
so contributed is given to one of the members who is
cither drawn by lot or chosen because of his peculiar needs
or problems. At the next period, the whole amount collected
is given to another member, until all members have collected
and the debt is cancelled. Apart from the commission paid
to the arranqger or administrator - MAT ADASHE, no interest
was charged. In fact the savings behaviour here is " tradi-
tionally motivated by a deep rooted expectation of reciprocal
behaviour on the part of savers, and the desire to ensure the
availability of credit by accumulating savings to the benefit

of other members of the association".

By and large the vagries of commerce and caprisciousness
of the market situation caused a lot of problems for the
operation of this kind of scheme especially among traders
who wore not sure of a steady income., It therefore became

bedevilled by a lot of problems. However, its usefulness
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was recognised by other groups who were sure of a steady
income and earning especially civil servants. At present
therefore these associations are found in most working places
where people who either belong to a certain community, live
in the same area, or share common interests use it as a
device through which they recreate social conditions which
help Lhem raise funds for marriages, naming and burial
ceremonies, purchases of electronic and fancy items which

from time to time may put them in financial jeopardy.

PROBLEMS AND PROSPECTS OF INDIGENOUS SAVINGS ASSOCIATIONS

The large number, performance and vitality of the
indigenous savings association's in a wide vgriety of
socio economic situations notwithstanding they posses a
lot of problems which have limited, and even reduced to

the minimum their effectiveness. These problems include

the following:-
STRUCTURAL PROBLEMS
The major problem here stems from the fact that even
though they play an important role in the society and
provide indispensable services, they are not recognised
by any agency of government either at the local, state
or frderal levels and therefore their overall functions
arc limited and their degree of initiative stiffled.
They do not and will not for example play any role in exchange
and issuing of currency, floating of government bonds and
securities, or the buying and selling of shares of firms to
be privatised. This apparent lack of recognition has also
meant lack of useful support, especially external finance in
periods of liquidity problems, and also facilities or

avenues for depositing excess funds periodically.



Infact since some of the operators of these associa-
tions (MA1 ADASHE) deposit the mqnies they collect daily
into the bank, it would have been possible to institu-
tionally enable the associations acecess to such facilities
as overdraft to meet operational obligations and further
enhance small time trading and commercial activities.

But this is not the case, as the banks only gulp up the
excess amounts these associations generate periodically,
and whatever transactions MAI ADASHE has with the bank,
he does on his own, and not as if representing the insti-

tution he painstakingly organises, manages and directs,

Furthermore their scope of operations which usually
limits them to interactions with members only, sometimes
makes it difficult to extend their facilities to non
members generally, making their potential for expansion
and growth narrow because such move will lead to carrying
a large numner of clients which will not only result in
complexitios of operations (as the MAT ADASHE may nol
be able to cover all traders in one day to collect their
daily deposilts) it can also lead to increases in operating
cosl and make nonsence of the specific advantage factor

they now posses because of their size.

't has been observedalso that even though they encourage
thrift and savings among members the associations lack the
ability to organise and operate advisory services on possible
or potential investment opportunities for the benefit of
members, in order to createa relationship between savings

and investments. This flaw, more often, makes members
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when they collect the savings at the end of a 'thrift cycle!,

and in situations when they do not have any social or economic
commitment, cannot find any reasonable use to put the fund into.
They therefore just spend it on anything therchy defeating the

original aims of the unions.

ORGANISATIONAL PROBLEMS

The obvious lack of external facilities for depositing
excess funds and sometimes also lack of investment outlet
for savings, generates other problems. This excess liquidity
especially if it involves large sums of money has resulted in
the problem of safekeeping. Such deposits was at the mercy of
thieves, termites, fire and a lot of other harzards since
modern harzard free safes were not used in safekeeping
nor were insurance policies used in covering this practice, and
minimizing as it were the possibility of loss. The relunctance
of the MAT ADASHE somotimes to make use of modern banking

facilities for safekeeping is not unconnected with the rigidity

and redtape associated with the use of modern banking facilities,
and partly too because of absence of any other apparent advantage

to be derived [rom such exercise.,

Adewumi (1982) summed it up when he said, "changing over
to nse the westorn type institutions ---- is not a decision

. o i Gk .
that is ecasy to make" y It requires weighing the risk

return trade-off involved, and the MA1 ADASHE will prefer to take

the ecasy way ount,

Another associated issue is that more often than not, the

temptations arising from keeping sum large sums of money have

been strong and unresistable, leading to abuse and embezzlement
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of an important developmental variable at the expense of

the less priviledged and the society.

Actually it is logical to arque here that the MAT
ADASHE given his background, training and exposure has
done his best, and that the fault lies with the commercial
banks who do not carry on enoughsales promotion to market
their business and bringing as it were the clients of the
same feather into the institutionalised financial system,
and leading to a change for the better in these associations!
perhaps if this is done, the associations will because they
permeate down to the grass roots, provide better opportunities
for reaching and serving larger number of people, whose

equality of life is bound to improve by such effort.

Anol hoer area where there is glaring organisational and
operational deficiency as far as the savings associations
are concerned, is in record keeping procedures.  For the
long period in their development that they have been restricted
to a mochanistic tight corner in the financial system, they
have remained simple and single entities, making it possible
for the MAT ADASHE to meticulously and adequately keep his
watchful eyes on all transactions. But there are abvious
limitations to complete reliance on human memory. Infact
if it was possible as we feel likely, to operate the
associations on a larger scale, and in a non personalised
form, nsing employees, they would have been highly prone to
frand since no accounting device is employed as a safeguard
to check this phenomena in their present makeup., The
situation becomes even worse when we view this in relation to

the qualifications and educational background of the MAL ADASHE



and most clients who form the bulk that patronize these

assoctiations.

SOCLO_CULTURAL PROBLEMS

Like in PFerdinand Tonnies (Geminschalt, in the
personalised context within which the associations are
operated, everybody knows everybody, and since credit
facilities are openly arranged, the social embarrassment
leads to credit shyness among people.  The thought that
co-members will be pointing fingers at whoever is indebted,
to the association for whatever reasons is detested and has
been acting as a barrier to requests and extension of
credit. It will not altogether be easy to overlook the
effect of such strong social forces in societies that are
still closely knit though transitional like Nigeria, and
relating this to the fact that the absence and lack of
consideration of these important variables in any credit
arrangement, will be allowing unnecessary loopholes which

can be exploited to the detriment of financial institutions.

Furthermore, illiterary on the part of members has often

leq to overpayment of debts by borrowers. Most of the clients

are used to monetary calculations in pounds (£) and shillings,

rather than in counting plenty naira notes, which add up to
little amounts of money. This pit-fall has also been taken
advantage of by some MA[ ADASHE to perpetuate exploitation

of unsuspecting clients resulting in excessive indebtedness.

No debtor dare argue with him to avoid embarrassment.

CENERAL PROSPECTS '

At present, *he associations also exhibit some prospects

- # 3 !
which 1t acliberarvly explored, tapped and taken advantaye

J
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of could improve the services of Lthe wmodern banking sector,

and bring them nearer to the grass roots.

An obvious emphasis here is in the simple and relatively
cfficient method with which they carry out their intermediation
functions, without large and impressive bulidngs and other fixed
assets therefore enabling these associations to maintain low
operating costs. "This is one arca the commercial banks could
look at especially with regardsto the rural banking scheme
where the idle and under-utilised bank buildings and official
quarters are not serving any useful purpose, cxcept helping

to increase the overhead figures in linanctal statements.

Besides a cusory look at the associations reveals that
the requirements for thrift or savings, withdrawals and raising
of loans are down to earth, simplistic and ensure convenience,
but highly tight and feoolproof. The mix combine to ensure
depositing and withdrawal service almost twenty four hours a
day, and also prompt payments of credit advanced. Infact we
will dare say here that like these associations do, if the
commercial banks can lift the turban and veil of confidentiality
in particularly credit arrangements, personalise such financial
intercourse, and request back up colateral, the large share of
problems of default, bad and doubtful account manipulations

with its attendant cost, and embarassing explanation-
will be minimized. Infact the situation now is such that the
government is even suspecting bank officials of intentional
manipulations in cases of genuine default. This prompted the
speech by the Minister of Finance to the extent that the
government will not take kindly to banks declaring unreasonably
high figure in the BDD accounts, during the official opening

of the Trust Bank of Nigeria Limited in Kaduna in August, 19g614-
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The modern bankinq.sector could also seize the
opportunity of the potential fallow savings generated by the
ADASHE that is floating from time to time, and for which no
immediate need is found, either by creating some investment
outlets for them or trapping them by providing storage |
facilities in face of ecxcess ligquidity. This could well serve
as the operational framework within which to test the validity.
of the positive attitude and acceptance of the compulsory and
contractual savings habits of our people -~ through for example
and leans

genuine house savings/schemes, child education savings, yearly . ..

or periodic festival or ceremony savings etc.

Veory little seems fto have beén done and a lot will hévé
to be done to connect the modern hanking system with the
indigenous savings and mutual aid associations. "The modern

-tor which has the recognitiocn, legal status, resources an&
ogistics should take the initiative, and as a first step
recognise the existence, character and role of the associations

in their sub-systewm, and the scciety as a whole will be the

'ﬂetter for it.
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CHAPTER THREE

RESEARCH METHODOLOGY

Target Population and Sample ;"
The area covered by this project includes

(a) Those formerly reffered to as Northern Region
but now called the ten northern states:

(b) Those formerly reffered to as the Western
Region but now the three 0 states only,

excluding Bendel and Lagos States.

The Ten Northern States are situated between

ON ana longititude 3.50—14°E occupying an

latitude 8°-14
area of about sq. kilometres, has a population of

about 50 million inhabitants with predominantly sensitive
commercial administrative centres in Kaduna, Kano, Sokoto,

Maiduguri, Katsina, Zaria, Minna, Makurdi, Bauchi, Jos,

Yola and Ilorin, The Hausa language is the lingua

franca here and is understood all over the place.

The three states of Ogun, Olyo ind ondo lie between
' HE f
latitude ,7" ' and longtitude joccupying an area of about
. kilometres and also has an estimated population
of 20 million people with administrative and commercial
centres in Ibadan, Osogbo, Abeokuta and Akure. The Yoruba
language predominates here. This in effect is the target

population from which we shall draw our sample.

By and large, because of the same degree of sophis-
tication of these associations in different parts/segements

of the population, the project will be carried out on the



operations of those in Borno State, representing as it
were a stratified sample of the area comprising the former
Northern and Wostern Regions excluding Bendel and Lagos
States, nol only because of sampling convenience and
operational incidenee, but alse tosave time and money.
However, this delimifation will not constitute a major
barrier even though significant to the generalizability
of the results of this study, since the basic principles
to he applied and the conceptual framework within which
this project will be carried out, will remain the same

if applied to any part of the population. However,
additional efforts will be made in the use of other tools
to ensure that the data remains representative, and that
it adequately reflects the true population from which it

was drawn.

RBorno State with capital in Maiduguri has a
population of 2,5 million and 18 local qovernment areas

with headquarters in Maiduaguri, Gashua, Bama, Konduga,

Gamhoru Ngala, Naguru, Askira Uba. etc.

Aftor having determined our sample strata, we now
proceed to identify our target samples. First to make
sure that every MAI ADASHE stands a good chance of being
selected for the study, even though we cannot use simple
ramdom sampling because we do not know the exact number
of these people in Borno State, we used the cluster
technique and as a rule all local government headquarters
wore therefore selected for coverage. Secondly we went

Ahenad to systematically select every third (3rd) MAT ADASHE
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that we encountered until we had selected sizxteen (16)
cach from every local government headquarters and twelve (12)

from the state capital for specific study.

Barg and Gall (1971)815 suggests that to cnsure
representativeness, the following were considered alright -
5% of the samplce, up to 5000; (GL above S060 upto 10,000
and 15% above 10,000 and upto 15,000, 11 wo conservatively
estimate the total number of MAL ADASHE (o b 3000 Gl over
the state based on assumptions arrived al wilh the practitioners,

then 150 selected will give us %% which is 10 ovder.,

3.2 METHODS OF DATA COLLECTION
*he methods cmployed here, are a combinaticn of the
guestionaire, guided interviews personal obscrvation and also

written records ot the MAI ADASHIL.

A questionaire in English lanquage was administored
on the selected sample, but because of their levels of i1liracy
they were specifically reguested to sceek the assistance of
their children or friends to help them in filling the answer

spaces provided, if they encountered any probloems.

puring the return trip to collect back he guestion-
naires, guided interviews were comducted o Hausa hanguage
for all the MAI ADASHF 's. ‘'Their recocds ol operations
were also checked for additional information. Pinally the
personal expericinces and obsecvations of the ctionts was

also sought by interviewing thew aboul their impressions.

33 METHOD, OF DATA ANALYSIS AND TREATMIENY

) .

— (1 order Lo organisce and simp ty th Large mass




of data collected, and by so doing clarifying the rela-
tionship between and among the variables, the data will
be grouped, and by the use of figures, graphs and tables

make them easily digestible, reportable and interpretable.

ESTIMATED EXPENDITURE AND COSTS INCURED
Below is indicated to the nearest kobo the total

amount spent in conducting the study.

1'TEM Cos'T
L Production of Questionnaire 35.00
2 Cost of Administering Questionnaire

transportation to 18 L.G. Hgtrs. 170
} days lodging & accomodation 90 280.00

3. Cost of collecting & interviewing/

Transportation 170

7 days loaaing @ N30 a day 210 380.00
4. Additional Coslt of Assistant

Interpreter (Negotiable) XXX
5, Cost of Production

Ink 18.00

Steneilns 2RB.50

A Papm 16.00

Typing 20.00

Total 82.50
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CHAP'TER FOUR

Analysis and Interpretation of Data and Findings.

GENERAL TNFORMATION

One important prerequisite for operating in an
organised economy is the ability to reqgister, seek
recognition and be allowed certain rights and obliga-
tions according to the laws of the land. But as far as
the indigenous savings associations are concerned, there
is no doubt that they are concious the government does
not recognise them, and the organised financial sector
has not been particularly keen at any relationship with
them., Their main consolation and motivating factor it
appears, lies in the fact that they are recognised and
their activities are highly patronized by the large
number of customers they serve profitably (we shall
have cause to discuss this in detail later on). They are
therefore so sought after that the ratio of MAI ADASHE is
1 to abont 1167 persons in Borno State as opposed to the
commercial banks ratio of 1:200000 persons. There is
no doubt rtherefore that they are a strong force to
reckon with, and any financial arrangement or statistics
about the financial sector that is arrived at independent
of the volume of money held in trust by these associations

is just an intelligent guesswork.

When inguiries were made as to how they will react
if employed by the government or other external agencies,
like banks to carry out this same function, and therefore

as

sorving/a bridge between the agencies and their present
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Customers, the MAT ADASHE expressed willingness to do

so only to the extent that they be guaranteed steady
income; and also that the experiences they have pains-
takingly accumulated and hésted in the field by trial

and error over the years be respected and if need be
adopted by the educated young men who will seat in the
office. On the aspect of incentives like promotion,
increaments; majority of the MAl1l ADASHE were of the
opinion that what mattered to them was not salary increases
or promotions, but largely because of their age, they were
concerned more with how they can maintain their housechold

when they retire and can no longer go round to collect

deposits,

Attempts to find out what they have done to secek
relationships wvith other agencies exposed some sign of
reqgret and suppressed anger, but revealed that suspicion
and distrusts has militated agains! the formation of
unions comprising all practitioners, who can from time
to Lime come together under one umrella to discuss
common problems and contribute their quota towards
cconomic recovery and development, Other major constraints
in this direclion also are resources and logistics. By
and larqge, the willingness to take the aborted meetings
of the past as challenges are being geared up in their
attempt to be allowed fundamental right and obligations
consequent upon their registration like their counterparts

in Tmo State.
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4.2 Appraisal of Operations

Trust is a very important element in the kind of
thrift arrangement operated by the MAI ADASHE, and
therefore whoever engages in the business must be seen
and proved to exibit transparent, honesty and sincerity
in his financial relations with the people. Infact there
is no gainsaying that to put one's finances in the
custody of another man presupposes that he has something
with which to protect this money which one does not have.
In typical traditional situations it may be because he
has supernatural powers that protects and cleanses any
monics kept in his custody, or that because of his age
he is like an elderly brother or even a father who helps
in taking care of the wealth of his juniors or children;
but in this case for a token fee. From the data collected
it was shown that about fifty three percent of the MAIL
ADASHE's fall within the age bracket forty to fifty

years (see table 1)

Ageprequency table from data (Table 1)

Years Frequency Rel. Frequency %
10-20 0 0

20-30 30 10

30-40 . 70 23.3

40-50 158 52.7

50-60 42 14

60 and over 0 0

100 100
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JFrnqunncy distribution of Sample mean
[ \ l Fig. 1
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Responses from clients indeed confirmed that the older
the MAI ADASHE, the more trustworthy to deal with even though
he had a low level of education. Furthermore at this age too
he must have gradunally undergone the test of honesty and also
with his long experience, (experience here being the function
of time) he is able to keep a large clientele with which to
operate what has now become almost part of his everday
existence. It was also shown from the data that the more
experienced MAL ADASHE had a larger followerchip of clients
compared to his lesser experienced counterpart; and of course
since the number of clients determined the volume of tran-
sactions or business done in Niara terms, the older and more
experienced ones also controlled larger volumes of business
than their counterparts who were less experienced. Further-
more the total cunrﬂnpnrations of the MAI ADASHE is relatively

small and typically made up of the following:
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Transportation - seventy percent, stationery -
twenty-five percent, office accommodation and others -

five percent,

Transportation takes the lion share in the cost of
operations and is often so because the MAI ADASHE goes
round himself bto collect the deposits from members; and
also the relatively little cost for office accommodation
is infaclt explained by the fact that almost none of them
maintains what can rightly be described as an office for

the sole purpose of operating the ADASHE.

/ |- ol

Distribution of Operating Expenses

i
5 Ve

)
%
&
Besides a look at the data shows that in order to be
coverywhere their customers are, to collect the deposits,
gsixloen percent of the MAI ADASHE's had cars; ten, two and
soventy two percents used bicycles, foot and motorcycles
respectively. 1f we note the maintenance and operating costs,
it will be realised that the MALI ADASHE had to make on the
average more than he spends on transportation and the other
items in order to bhreak even. Since the MAI ADASHE required
a large number of customers to break even therefore, and since
the number of customers and business volume depended on expe-
rience which is reflected by age, wve can safely conclude that
about sixty seven per cent of the operators of the scheme

reached or excecded the break even points, i.e. those in the

10 60 years age hracket,
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This was indeed confirmed from the available data since
two hundred and fifty three or eightv four percent of them

infact exceeded the break even point cvery month.

If we may consider Alhaji Usman Dan Boi nu“' who had the
fellowing relationships:
Average charge per client N30,00. Fixed cost N5,800 and variable
costs of N17.50

We will have a break even point ol:
BEP = 3800, . . 464 Clients

With an expected transaction with 500 clicents then
there is 2/3 or (.667%) chance that actual number of Lransactions
with clients to be within 400 transactions ot the mean. The
probability that clients/transactions will excecd 464 1s the

shaded are:

4o
for an EV (1) 500, standard deviation 40 and break

even = 464 clients, we have the profit function thus;:
" e
0N
Vi 1 ~
a ] \\. _.'7
ofit 2 y - ;
hse |} -  mll) e
i
s = e
460 ey 500
e w(lauc el -
_~ ' ) Pt\)( 111p 14 j:“"’( Vignt < )
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Fxpected profit is give by:

E(P)= E(T) (P-V) - FC = N450

Also the standard deviation = 40 x 12.50 = N500

Therefore since probability distribution of sales volume
is normal with mean 500 and standard deviation 40 tran-
sactions, the probability distribution of profit is

normal with mean N450 and standard deviation of N500.

'8 ~ _ Koo
[,
F
SR
e ey p——— e}~ = ¢ . S . SORTY O VR
finen)  (gEn) {0) 450 250 1950

[~ olne 2 ‘"4?‘)

It will be easily appreciated therefore that the opera-
tions of the indigenous savings associations are carried
out with a reasonable margin of profit as shown by Alhaji
Dan Borno figures, who also has degree of operating
loverage given bys:

X(P-V) = 500(30 - 17.50)
X(P-V)-F= 500(30 - 17.59) - 5800 = 13.8
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CHAPTER FIVE

5.1 Summary of Findings and Recommendations.

Findings as they relate to Objectives ol the Study!

There is no doubt whatsoever that the role of intermediation
has been and continues to be acrucial one 1n the country,
but more importantly that the approaches by the different
types of financial institutions depending on vhether they
are in the organised or unorganiscd scclors also dillers.
he indigenous saving association's have boeen able despitoe
all the limitations to carve out a practirce that 1s signifi-
cantly less sophisticated and in some cascs more efticieont than
to modern banking practice, thal is o challenge to the
validity of its thcory. They have made cfforts at orienting
their activities in a wider social scnsce, by extending their
thrift facilities to very low income carncrs, small traders,
illitrates etc. and their services have been accepted by a
large proportion of the population in both the rural and
urban areas. This pehenomena il viewed against the failing
compulsory rural banking scheme shows that the modern banking
sector has not followed the right approach to the psychology
behind majority of the peoples savings behaviour. In other
words, what has happened is that modcrn banking has really
suceeded in seperating a very large number of savers from
the financial system, and by so doing helped to extinguish
rather than helping to ealtivate or teach the banking habit,
What is requircd now is the indigenisation of the banking
system, by approaching the indigenous saving associations

in the right way and intergrating them into the organised

financial sector.
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The approach, purpose and philosophy of the modern banking
sector has to change; if this happens then it seems abvious
to forsee an increase in patronage and extension of their

facilities for savings.

Perhaps the performance of these associations can be
explained not just in terms of their operational philosophy
and approach, but also inmany cases by their possessing
inferior organisational techniques and resources like in
finance, equipment and information. The inadequate and
poor recording system was indeed pathetic as no standard
method of record keeping was encountered. However the
impression arose that this general feeling and emphasis shifts
major consideration from another fact that the problem is not
solely that of inadeguate recording but also the inability to
bring the existing records generated together and see how they
can be used with prediction models to aid in planning and

administering of the activities of the associations.

Government and its agencies also have a role to play
in changing the attitude of every segement of the society
by pursuing policies that serve as incentives and catalyst
for development. It's direct effort should not neglect the
1ack of formal educationand ignorance to the values and
Feohmpioggmes of ofFicicnt management among the MAT ADASITE,  We

shonld be able to modernise our local institutions for this

311501

5

country to make any headway.

TACIMEY crmemam,
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Besides, sufficient information has been generated
from the rural banking exercise to pass some judgement
on their approach to mobilizing savings in the ‘rural!
areas of this country. it would appear already that the
banks opened in these areas are thinking in an urban sense.
For example how rational is it to expect that when a
villager goes to open an account, hce is roquired to
produce passport photographs, when intact photographers are
non existent in the rural areas. May be the villager is
expected to travel to the nearby urban settlement at
the risk of his life and moncy to produce same. Also many
of the village people wonder why they should be required
to present refe.ecs for banks before they open an account
and deposit their hard earned money. Is it not more logical
and reasonable for one to think that it is the banks that
should produce -cre-ce: - {since they are infact foreigners)
to be entrusted with money for safekceping by the rual
dwellers. Indeed is it not possible too for the banks
to be tactical rather than rigid, and contingently adopt
more reasonable ways of ensuring that theilr customers in
these areas can at least be able to withdraw Lheir moncy
at any time they want, even if this will be subject to
certain limits. An exercise like the rural banking scheme
certainly deserves more thorough studies on how to go about
executing it. We all have conceeded to the Fact that a lot
of money is lying fallow in these arcas, but the approach
we arc adopting in attracting this resource is not a
genuine and secrious one. Infact morce studies/research
should be commissioned to find out the formular to do this,

and avoid turning the scheme into a drain pipe of scarce

- L4



resoruces especially if the economy should automatically
start operating on a different gear and frequency. It

is better to shape the iron while it is red hot.

RECOMMENDAT TON

The compulsory and contractual savings behaviour
in our society should be further studies by commercial
banks. 1t appears to us that it contains the ¢lue to the
missing link in the attempt to cultivale the 'savings
bait' among our people. The banks indeed owe it a duty
to teach its customers and help them make the boest out of
their money. Our bankers current cfforts at cncouraging
the banking habit is not enough as most of their customers'
maintain pigeon hole accounts; and ncither the customer,

the bank or the society is benefiting.

Furthermore, our commercial banks arce encouraging

and helping to develop false living 1n our society.

Some people have specialised in negotiating loans and
riding Mercedes Benz Cars, bilding houscs here and

there and living very big on borrowed moncy cxtravagantly
and oestentiously causing envy, jealously and crime. We
are aware of the legal restrictions, but these should be
relaxed so that projects, estates, and other property
executed with borrowed bank money can be casily identified
so that people don't envy those in possession of these

artifacts.
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Besides, the recognition and registration ob the
indigenous savings associations is long overduc; Lhis
is essential to make them operate frecly especially since
the populace recognises them, values them and requires
their services. fTheir registration may well increase
government revenue by way of registration fecs and taxes.
Infact failure to legitimise their busincss in the face of
growth and development may one day bring thoem to a bight

corner with the government, and force them to go underground;

this will cause further problems for the wobbling cconomy.

Suffice to say, their practices can be wmodernised, and
they could be developed into an active lLactor i1n the scarch
for a truely modern, efficient and yct indigcnously based
and operated banking system. PPirst a deliberalte campaign
should be launched to seperate the activities ol the associations
from those of the MAL ADASHE/himscelf, and also to impart
simple management tools into these associatioms operations.
This campaign could start by encouraging the MAT ADASHE
to employ or recruit their children or relatives with
seondary school cducation into the scheme. While these
blood relatives will appeal to the MAI ADASHE, it will
also be easy to instruct these 'NEW MAT ADASHE in Training’
on those mechanical aspects of banking and finance techniques
like bookkeeping, simple cash management control models,
elementary security analysis ctc. which the MA1 ADASHE
will not easily cope with; but which should form the frame-
work for development of the associations. ‘The media for
this campaign and instruction should include radio,

television programmes, and also recorded cassette tapes.
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This arrangement could be completed by emphasis on
record keeping. The MAT ADASHE should also be taught
how to process, analyse and interprete the result of this

activities,

Infact these associations could be used effectively
in organising co-operatives of traders and craftmen, and
helping to channel small scale and also agricultural loans

in the areas where they operate
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QUESTIONAIRE TO BE COMPLETED BY PARTICIPANTS OF
ADASHE SCHEME

1. Do you belong to any mutual aid association?

Yes

| w

Please give reasons
(a) Lack of Banking Services
(b) Simplicity

(BF & scmaans % SEaTAvEee & e o

2. Do you maintain a Commercial Bank Account?

vos | ] w| |

Give Reasons

3. bo these two types of institutions compete for

your patronage?

v ]
Yes ’ f No I
4. How often do you contribute to the associations?
Daily | ]
Weekly -’

Monthly | [

Others | I Specify

5o 15 there no other istitution that can satisfy your

savings neaeds

6(a) what major advantage do you derive from belonging

to the association?

6b(h) what disadvantages are there in belonging to the

associations?



10.

10

Do you thing your contributions is safe in the hands

of the MAI ADASHIE?

] SR

[f answer to question 7 above is No, please explain

Fhe reasons.

What in your opinion do these associations contribute
to their members and the society
what suggestions do you have to make the Adashe

scheme more effective

- - ————— ——— —— — i —— -

. —————————— i —————————— o — 1 —— i —————— -
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QUESTIONAIRE, TO BE COMPLETED BY MA1 ADASHE

1= e e —
{Optional)
e 18 How old are you? I
25 to 30 vyears l
15 to 40 Years [ f
40 to 50 years ]
50 years & above ? l
3. lHow long have you been engaged in organising the
mutual aid scheme
Below 5 years ' I
5 - 10 years ' i

10 - 20 years l l

Ahove 20 years I I
o Il yonr association a registered one?
Yes Nt !

5 (f your answer to question 4 is No, why not?
6. Do you have any employees?
! {
Yos I l No
7 It yes, how many?
a. How many customers/members do you have?
[ |
Relow 10 members ' |
11 = 30 members ‘ I
31 - 50 members "
]
Above 50 members .
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13.

14.
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lHow do you go round to collect Lhe contributions
on foot ' l
By bicycle , f
By motorcycle! ”]
f

By Automobilef

po all members contribute unfailingly?

Yes I No

if answer Lo gquestion 10 is No, give possible rcasons

po you keep records of all transactions with members?

Yes f N
|
I
Can you rcad and write
Yes l I No 9
I

If answer to question 13 is yes, how well?

very well | i Average Just a little i |

po you make loans available to:
(a) Members Yes | No

() Non Members Yes No

Do you operate an account in any commercial bank into
which you deposit your collections periodically?

Yes ? 5 NO
i

Why do you maintain Bank Account?
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19

20.

.4

22.

23.
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Po you receive any financial assistance lrom your

bankers to enhance the performance ol Lhe association?

Yes r ‘ No \ ‘

If answer to question !8 is yes, explain the type and

magnitude of the assistance

e — — ————— — S — — . — . — T - -

———————— i —— ———— T —— i ——— — T

Do you receive an assistance from the government,

ol

If answer to question 20 is yes, explain the type of

either local, state of Federal?

Yes

assistance and its magnitude

Please make a list of some of the problesm facing
your association in order of importance:

1 S S O S P o O o . e S S S i e o
-

What suggestions do you have, which if implemented,
will make you associations perform botter than they are

doing now:



________________________________
_________________________________
______________________________
______________________________
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Thank You
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