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ABSTRACT

N geria has over the years instituted policies and schene
aimed at making credit available to the peasant farmers. GOne of
such policies is the directive to Commercial Banks to give a
speci fied percentage of their loans to Agriculture. The
Commercial Banks in carrying out this directive often not only
fall short of Governnent prescribed percentage, but also deny
the peasant farners access to their credit due to their
inability to neet up with the banks' demands especially the
colateral requirenent. It was to assist the peasants in
obt ai ning | oans fromthe comrercial banks that the governnent
thought it was necessary to establish special schene which
can give some relief to the comrercial banks by guaranteeing a
part of the | oans given by the banks. ne of such schemes is

the Agricultural Credit Quarantee schene (ACSS).

This study was designed to find out the operations of the
ACGSF in | dah Local Government Area of Kogi State.

Two seperate questionnaires for the farmers and the
Commer ci al Banks were designed and adnministered in the Local
Government. The foll owi ng findi ngs were nade;

i) Informal Financial sources of Credit still dom nate the
rural credit environment despite the operations of the

Schene in the Area.
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ii) The Comrercial Banks do not neet up with the required

| oon percentage to the farmers despite the governnent

guar antee | evel
iii) Even where the banks granted | oans under the schene, the

peasants for who the scheme was designed never benefited
much.

Sone factors were discovered to be responsible for the
apparent failure of the schene in the area. The peasant farmer
do not repay | oans pronptly; the commercial banks, on their own
part, fail to extend adequate credit to the peasants due to
sone reasons. Reasons which include none provision of

acceptabl e securities by the peasant farmers.

Finally, the Central Bank default in paying clains by
t he Commercial Banks al so contributes to the mal functoni ng of
the scherme. Proper functioning of the different parties in
t he schene was recomrended by t he study for the successf ul
i npl enentation of the schene for the benefit of the peasants

and the nation as a whol e.
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CHAPTER O!MNF

INTRODUCTIO!!

1,1 Statement of the problem N

The problems confronting peasant agriculture in Nigeria
which do not allow for its development can be classified into
technological, institutional and Ffinancial. oOf all these
problems, lack of adequate finance seems to be the most
important, This is because with enough finance, nost of the
other problems could be solved,

The technological prablems emanate from inadleguate
mechanisation in farming due to high cost of modern technology.
The institutional problems include among others 1.k of adequale
infrastructures in the rural areas.

Finance is believed to be the pivot upon which the other
problems revolve because there are already enouah of intermediaie
technology to remove the back-broaking traditional method of
farming. The available technoloqgies Include plouchs used for
clearing and ridging farm land; drills employed for planting
seeds in rows and'simple tools for harvesting and threshing
cropse The use of these implements in combination with high-
yielding seedlings and fertilizers enable farmers to bring under
cultivation relatively larger hecters of farm land and a
consequent rise in productivity and output. The knowledge of

various improved techniques cannot be implementc:! by peasant

farmers unless they have access: to finance that wmld enable
them to adopt these techniques. The amount of (Inance avallablo
to the peasant farmer to adgpt 'hese techniques 1< 1imited doe

to his low income, He therefore needs extra finmce from other
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sources to avail himself of the use of these new improved
methods of agriculture. This extra finance can only come from
credit facilities. The peasant farmer does not however have
easy access to credit due to the high risk associated with his
occupation which discourages creditors in the formal credit
institutions from extending credit to him,

All over the werld governments have realis~l the financial
handicap faced by peasant farmers and have therefore attempted
to establish financial credit institutions specifically
targetted on peasants.

1.2 The Meed for Credit and the Problems of
Obtaining Credit by the Fcisant Farmer

The word, Credit or Loan refers to the process of borrowin
money, goods, and services from a lender to a borrower with the
intention of paying at some futurrs date, Willer dofines Crodil
as the process of obtaining control over the us~ ! money, qood
and services in the present in exchange for a promise to repay
at some future da‘t::a:.."‘1 It can also refer to the trunsfer of
purchasing power to the enterprenmur for developnront ;urpnsos.:

Indeed credit is the backbone of modern businecas.

Agricultural credit compri-cs of all loans el avdvances
granted to borrowers to finance ~nd service proin~!ion
activities related to agriculture, fisheriES, ! Forestry and
also for the processing, marketing storage and Ji-'ritution of
products resulting from these activities,.

Credit can be classified according to its yuvwrroan, type,
source and terms. There are two categories of c1o 1t when
classified by purpose. These are production and consumption

credit is obtained for the purpose of production of anods
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and services. When credit is obtained to finance the ecgsentinl
needs in a house~hold then it is consumption credit. 1The later
involves house~holds and individunls while the former has the
firms, business organisations, governments, and individuals as
the actors. Credit in the Nigeria agricultural soctor is mainly
obtained for consumption purposes. Even when it 15 obhtained
for production purposes, a high percentage of it qoes for
consumption, As rightly observed by Mlller3 in his survey on
the use of credit by farmers in ¥Ywara and Western States, 48,5%
of the credit went to farm use while 5% was spent on non=farming
activities of which consumption carried the highost percentange,

Credit could also be classif{ied by type; il could be in
cash or kind, It is in cash when liquid money i= aiwn to the
borrower, While credit for consuuption purposes corild elither
be in cash or kind, credit given in kind for protuction purpose:
is preferable as it can hardly be directed to othior uans ag
opposed to that given in cash which can easily be utilised for
other purposes.

Another clasgssification of credit is according to their
source. Its source could be formal i.e. institutional or
informal, i.e. non-institutional di stinguislhahl o by the process
of organisation and operation. 1t is non-=institutional when it
involves the transfer of cash, goods and services among friends
and relatives, rural money lenders, merchants and traders and
village credit associations. On ‘he other hand, 1t is
institutional when it involves cooperative societies, commercial
banks, and some specified governro nt banks and schemes, often

guided by laws.
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Credit can bé classed by its térms, thus it could be of
short term which is less than twelve months duration. It is
medium term when it is less than thirty-six menths, and long

poal
term when it is oﬁef thirty—-six months.

In the agricultural sector, short term credit are ugually
utllised for ¢rop farming involving clearing, planting and
harvesting within a pericd of one year, Medium term credit are
utilised for tree crops that can mature within three years and
also for poultry farming, while long term c¢redit are usually
given for tree crops that have longer gestation pericds and for

live stock production.

1.3 Raticnal for Credit to Agqriculture

The rationale for credit for agricultural developﬁent is
to provide cash for necessary farm imputs such agz improved
seedlings, fertilizers, chémicals, tractors, harvesters etc. to
poor farmers.4

Cheap credlt is also believed to be a vital part of a
package of imputs needed to stimulate change in agricultural
production and also believed to bhe an effective way of
offsetting the adverse effects of some econcnic policlies that

may paralysce the agricultural sector such as price control. It

is also thought to be a convenient way to treat rural poverty.5
It is also beli;ved that only outside source of capital
can bail the peasant farmer out of the viclous circle of poverty
by way of facilitating hils development on the fnrm.ﬁ
It iz also argued that croedit can assist income

distribution in favour of the prasant farmers ond lead to

. . 7
increase in preduction.
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There is also an agsertion that Iincreased employment, i
improved income and expanded food production can be achieved by
small farmers if the resources including additional finance are
made available to them.”

Governments can also use agricultural credit as an
instrument of agricultural policy - to encourage diversification
into a particular crop or to promote social policies.g

There are twe broad categories of credit available to the
peasant farmer in Nigeria, namely, non=institutional and
institutionales The non=institutional credit are those given by
friends and relatives, merchants, village credit associations,
rural money lenders et¢c. The loans are usually made direétly
to borrowers. This is prevailent where individuals are
familiar and confident with each other. The lender knows the
borrower and can vouchwgafe for his integrity. The nize of
credit from this source is however wvery limited and cannot
meet all the credit needs of the peasant farmer. The interest
rates are normally high and exploitative, ranging from nothing to
up to 200% per annum. But the ease in obtaining it, non-insistence
on colateral, nonwadministrative bottlenecks and flexibility in
repayment make this source of credit very popular among peasant
farmers in the rural economy. The institutional sources consist
of the commercial and merchant banks, cooperative socleties,
state agricultural ccoperative societies, Nigerian Agricultural
and Cooperative Bank (NACB). Credit from institutional sources
are often larger, the interest rates are fixed, knowm and infact
much lower than those charged by the non-institutionnal sources,

Despite these seemingly favourable conditions, its coverage has
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been traditionally very limited., 7his is due to the stringent
conditions governing the granting of these loans which are
usually beyond the reach of the peasant farmer. An example is
the colaterale The high risk associated with farming occupation
also discourages creditors from extending credit to it,

It ig in an attempt to bring the institutional credit
within the reach of the peasant farmer that the Federal
Government has over the years pursued various credit policies.
Some of these policies include the establishment of the Nigerion
Agricultural and Cooperative Bank (NACB), the issuince of credit
guidelines to the commercial and merchant banks as to what
percentage of their loan facilities should be set aside for the
agricultural sector, There is also the encouragement of the
formation of ccopqrative societies which would assist the farmers
in meeting collectively some of the requirements of the banks in
granting loanse There is also the institution of the rural
banking programme to be executed in three phases aimed at
bringing banking services nearer to the farmers. The
Agricultural Credit Guarantee Scheme Fund (ACGSH) was also
established in 1978, and is aimed at facilitating the flow of
credit to farmers by reducing the risk of lending to the sector
by commercial and merchant banks. This scheme is the subject of
this study.

Prior to the establishment of the ACGSF, the performance
of the commercial and merchant banks with regards to agricultural
lending especially to peasant farmers was nothing to write home
about despite the fact that they are mandated by the CBN to
advance a specified percentage of their loans and advances to

the sector. In practice they had not always been ready to
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grant credit to farmers for many reasons. Becausn they are
profit making organisations, most of their lending activities
are concentrated in non-farming investments where there is
relatively less rigk default, farmer uncertainties, and where
returns on capital appear to be higher, The majority of the
farmers had no acceptable securities and most of the factors
controlling the farm enterprise are largely beyond the control
of the farmer himgelf, Banks in Nigeria therefore look on
agricultural business as a shaky and unpredictahble venture

and are not generally interested in granting loans for ventures
in which they are not sure of getting back their principal and
interest,

This luckwarm attitude makes the commercial banks unable
to meet the targetted percentages set for them by the central
bank of their total lcans and advances to the agricultural
sector while they exceeded the targets set for them in other
sectors of the economy.

It was therefore thought that gpecial incentive could
be given to commerﬁial and merchant banks to lend more to
agriculture with ultimate aim of increasing output_in the

sector,

1.4 Brief Introduction to Agqricultural
Credit Guarantee Scheme Pund

The Agricultural Credit Guarantee gcheme Fund was

10

establiched by Decree 20 of March 197777 with ithe ACGSF Act

|
(Now 26)11 providing the frame work for the operation. The
ACGSF was meant to provide a protection against some of the risks

that lending to agriculture involved. As at the time it was

launched, it was hoped that a basis had been layed for stimulating
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increased f£low of bank credit to the agricultural sector and in
particular to small peasant farmers. The maln objectivesg of -
the scheme are to assist the credit institutilons in cussioning

the credit defaults and offer solutions to the problem of 5
inadequate colateral often pledged by farmers. This would
facilitate the flow of bank credit to rural farmers. Under the
scheme loans and advances by commercial and merchant baunks to
agriculture are guaranteed up to (75%) by the Federal Government
and the Central Bank of Nigeria (CBN)W It then means that the
loan beneficiary would provide the guarantee for the remaining
{25%) in Torm of colateral. The sum of One hundrerd million Naira
(H100m) was sub;cribed to the fund by both the Federal Government
and the CBN on 0% and 40% basis respectively. The agricultural
ventures vwhilch can qualify for this loan are dircect agricultural
production such as plantation agriculture, crop production and
animal husbandary.- Banks were specifically instructed not to

insist on colateral on small loann of W5,000 and below,.

1.5 Aims and Objectives of the sStudy

This study secks to assess the contributions of the ACGSE
to the development of peasant agriculture by way of facilitating
the flow of credit from commercinl and merchant banks to the
peasant farmers. It also analyses the major constraints on its
operations generally and in particular tc Idah Local Government
Area of Kogl state.

1t probes the following:

i) Sources of Agricultural credit to farmers in the

study area,
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ii) ACGSF contributions to the credit needs of the
farmers in terms of lLow many of each categories of
farmers benefited from the scheme since its
inception in the study area.

iii) Contribution in terms of how much altogother has
gone to each category of farmers.

iv) Contribution in terms of how much has gone to each
sector of agriculture.

v) The repayment rates of each credit gr.nted,

vi) The rate of satisfaction of CBN direclive to the
commercial and merchant banks under the scheme
on the percentage of the commercinal ~nd merchant

banks loan facilities that should go to the
agricultural sector.

vii) The problems militating against the cffective
implementation of the scheme in the study area,

viii) offer solutions to the problems identificd,

16 Justificatioq

This study is justifiable from the perceived role formal
credit facilities can play in the development of agriculture.
The situation is such that in the present setting of formal
credit facilities only ‘the large farmers stand to benefit. It

has made little or no impact on the peasant farmers, In other

vwords, the mere existence of formal credit'facilitins in the
country does not necessarily quarantee accessibilily of credit
to the peasant farmer. Infact this is the case in MNiaeria

vhere after several years of implementing the agricultural credil

guarantee scheme fund (ACGSF), the peasant aqriculture is yet to

improve., It therefore becomes desirable to investigate those
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conditions within the system that hinder the achiocvement of the
desired objectives,

Thigs research is also born out of thelneed to increase the

literature on the agricultural credit in Nigeria especially with

respect to the Agricultural Credit Guarantee Scheme pund (ACGSF).
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CHAPTER T4O

LITERATURE REVIFW

2.1 INTRODUCTION

The concept of peasantry, the need for credit by the
peasant farmer, the performance of the already existing credit
schemeg, the digcrimination against him by institutlonal sources
of credit especially the commercinl banks in the disbursement of
their loans and the need for a gpecial credit scheme to cater
for the peasant farmer have attracled considerahle atiention in
the development literature., In this chapter we review the

existing literature in this area.

2.2 Concept of Peasantry

Third World Agriculture has lonj been described as dominatod
by the peasantry defined as a structure of petty property and its
dependantcoi~ part of which 1s becoming endless, part trancformesd
into an agricultural proletgariat, while a part has made transition
to capitalist and quasl-capitalist states. 1n political terms
the peasantry is a sabalton clansl in that sense that it is a
social class subordinated to capitalist intercsts, intrinsically
weak and having limited strength.

The peasant agricultural economy is distinguished by
several features; '
Firstly, it is dominated by small=scale Independent

cultivators whe either own their own farm plots or have rights

to use of land through leasing, share-cropping, renting etc.
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Secondly, the family or household is the major source of farm
labour, though outside labour may be procured either through ?
communal pooling of labour or hiring or both. Thirdly, the
major objective of peasant production is direct satipfaction of
household needs, though this does not suggest that there is no
links with the market. Fourthly, the village provides the
macro social setting within which peasant production operates,
providing the market for disposal of surplus where and when
the later occurs, and procurement of imputs.

There are controversies surrounding the use of the concept
of Mpeasantry". To some writers, Iiill2 for instance the concept
is strongly associated with analysis in *Class termst, Bul Africin
Society, for instance, in the vicw of this group is yeol not
sufficiently struc£ured te allow for class annlysis.

There are yet others who dispute the empiricol relevance
of the concept of peasantry pointing out that a significant
number of (African) peasant producers have made a transition to
capitalist and quasi-capitalist status, while others reproduce
themselves within the capitalist market by selling their labour
power as agricultural wage workers.

Even with the ranks of those who admit the relevance of
the concept, there are\arguments surrounding fragmentations,
sub~divisiong and fractions within the peagantry. uwithin the
ranks of the peasantry, there is said to exist gnmo three
fractions; poor, middle, and rich peasantse. Alavi and Wolf for
instance, argue in separate studirs that the middle peasantry is
a class of independent small-hol:ders who own Lol which they

cultivate themselves; the rich peasants are mainly employers of



14.

poor pcasants as share—cropers or wage labourcrs beside acting

as money lenders and men of influence within the village :=<=_-t+_in'1.'1

Further to the above, it is pointed out that peasants
become differentiated regionally or geopolitlically: Peasants in
export crop zones differ from those in food-crop zones in Africa,
the former became commercialisecd earliest following contact wilh
the world market. Even within the territory of a simple
agricultural region, the rate of commercialis~tion of peasant
product is far from uniform. 1n the extreme cice, self—suffici n!
subsistence crop farmers and 1ive-stock farmers (pastoralists),
specialised cash cropers and scveral shades in bLitween may be
found side-by=-side. Cash crop producers seem Lholter off than
predominantly subsistence cropers.,

our working definition in this study of rosant farmer in
Nigeria is based on a combination of some of the above views.

A peasant farmer within the Nigerian context is one for whom
farming is an occupation, but whose average farm holding is abont
six to ten hecters., His principal toolg are hocs, cutlasses,
axes, and knives. He depends on his family labour for his form
work and uses little or no capital, He has no accesns to modern
farm equipments like tractors, harvesters, fertilizers,
insecticides, high yielding seedlings and storng".fﬂcilities.
The livestock is in ;he hands of the normadic herdsmen and
poultry is still essentially the back-yard typ~. The fishing
sector is predominantly artisan., Natural forestry is simply
exploited as the bounties of nature over the years without any
concious effort to regenerate lhem, The peasnbt former is alro

characterised by low production, low farm income, low savings

and low capacity to satisfy the food and fibre vl of the conntry



lHe is caught in the vicious circle of poverty. ‘'Uhoy .
scattered all over the country especially in the rural areas.

He is finally a tattered, hungry, ageing, and dying man with
negative psychology against farming., Even with these traditional
tools of farming, the peasant farmer in Nig';s-rh producrs over 907
of the country's food output both for subsistence, local and
international markets. It is this kind of farmer rather than
large scale farmer that has contributed substaintially to the
countryt's economic growth and development over the y(‘mrs

especially when measured in terms of employment and the number

of people that depend on the sector for their survival,

23 Agricultural Financing:; The Need for Credit

ltost researchers and analysts find out that the peasant
farmer needs additional finance in order to carry out an
effective farming activity by adapting the new and improved
methods of farminge. Due to his low income, the poasant farmer
cannot save for this additional finance and thercfore can only
depend on external source in form of credit.

Agricultural Credit has bren considered nob cnly timely
but also urgent in order to arrest t'he prevailing food slot, and

reduction of poverty among the rural farmers in the developing

countries, Wa.rrens in'stressing the above view 2120 noted that
the marain between food production and its requircnents has been
on the increase especially in the less developed countriers (LDC).
He sees the need for additional food production which he savs oo
only come from the Less Develop«! Countries (in ') el the small

holders in particular who make up most of the farm porpulation.
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He also bellieves that the rural areas in the Less Developed
Countries have the potentials for increased agricultural output.
These potentials can only be harnessed with enough and adequate
technology and infrastructure. all these need money which can
only be got through credit, credit is required to be :hle to
adapt the required technolegy. Furthermore, the technology

has to be Dbrought within reach of the small farmers, he
continucd. Ile concluded that in societies where production
cannot be increased through the use of existing reaources,
especially in LDC new technology mist be introduced together with
measurez to stimulate its use. But in more advanoed countrics
-where agriculture is partly commercial, credit is needed to
sustain technological change.

It is also believed that the peasant farmer needs some
credit to close the gap between his level of expenditure on the
farm and his income, In a survey conducted by anamn6 he discovoered
that the farmers annual expenditure on the farﬁ nluwnys exceeded
their income by up to 10% to 30% while saving was close to zero,

Credit is algo regarded as sn indispensable part of
agricultural development scheme due to an assumption of little
savings capacity among small farmers. Their ability teo adapt now
technology is therefore restricted to only the large farmers, 1t
is further observed that the existing credit system is inadegqualc
either in volume, terms, or breath of accessibiliiy to the small
farmer to meel the additional crodit needs., Thene wore the
cenclusions of Peter7 from a survey he carried out on the I
determinants of personal incomes among farmers in Northern part

of Nigeriaes
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Agricultural credit is believed to be able to rescue the
farmers from the vicious circle of poverty by enabling them to
use improved methods of farming that will increase their
productivity and income, This view was expressed by hdeyemoa
in his discussion on agricultural credit for small scale
farmers in Nigeria. He noted that capital plays an important
role in agricultural development but due to low savings most
farmers cannot accumulate capital for investment in the farm.
Lack of invectment leads to low farm income., They are therefore
caught in the vicious circle of poverty and only outside
financial assistance can help many farmers escape. 1o also
noted that the idea behind government sponsored aagricultural
credit is to help farmers use improved farm fmputs which will
increase their productivity and income.

Agricultural credit is seen as a vehicle of agricultural
transfermation which is necessary if agriculture is to perform
its role in a me-ningful way.

?amoriy09 in making this observation further recoumended the
encouragement of credit institulions in granting credit to
the sector.

In a developing country like Nigeria, credit is regarded
as a vehicle for agricultural development. In his analysis of
the problems of agriculture, an analysis of some institutions
in xwara state, Ih."ul'n::»du'm noted that credit is needed to
acquire seedlings, equipments, fertilizers etc. Ie also noted
that small farmers require more credit allocations as they
cammot utilise the present credit facilities in their present

set up.
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In order te offset pelicies that might otherwise paralyse
agriculéure, policy makers feel that cheap credit is.vital.
This was the view expressed by Adams et 3111 in writing on
A Critique of Traditional Agriculture Credit projects and
Pollcies in Low Income Countries. They further discovered that
credit is a vital part of a package of imputs necded to stimulate
change in agriculture and a convenient way to tfeat rural poverty.

on the other hand, there are some contrasting views held
by some analysts on the need for credit by the pengsant farmer.
They maintain that peasant farmers need no outside credit but
need only to be made to develop what they already have, They
alse maintain that wder the present set up of most credit
ingtitutions the peasant farmer coannot have access to credit
for he cannot meet the credit recquirements, espccially the
colateral requirement, It is only the wealthy farmers, they
claim who can fulfil the requirements that often benefit, This
results in the distribution of income in favour of the rich,
Houselz, for example does not believe that the peasﬁnt farmer
needs any credit, he expressed this view while analysing
development in agriculture without credit. He maintalned that
agricultural development can take place without credlt although
he was not totally opposed to agricultural credit. lle says
that what the peasant farmer needs 1s an education to be able tn
make use of the resources already available to him Lo develop
and iIncrease his farm income. llo pointed out that credit to
small farmers leads to unnecessary debt and losses to the
credit institutions in form of defaults and administrative
costs. llouset's view is ridiculous because nobody can be

taught or educated to make use of what he dors not have nor
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has the means of obtaining them as is the case with the Nigeria
peasant farmer and the improved f.rming techniques.
It has also been noted in literature that institutional
credit tends to get biased in favour of rich tarmers and
distribute income in their favour.

Donaldson13

in his research in Kenya discovered that only
those that are already well off benefit from agricultural credit
because they are the only people that can meet the demands of
the credit institutions, Credit will therefore increase their
access to more productive resources and increase their income
the more thereby distributing income in their favour.' This is
exactly what is obtainable in most developing countries and
Nigeria in particular. Most of the credit schemes favour the
rich farmers and even non-farmers who have the resovrces and
the connections to obtain the credit, But rather then
discourage or stop agricultural credit facilities, what is
required is to identify those problems that prevent its accessi-
bility to the peasant farmer for necessary rectifichtion.
Despite some few objections to credit facililics
especially to the peasant farmer, the concensus iz that the
peasant farmer actually needs additional capital in form of
credit so as to be ablelto obtain the required improved farm
imputs. This is because his income is too low to allow for any
saving for farm investment., There is however the need to
exploit the peasant farmers savings capacity rather thon out-

right conclusion that he cannot save,
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2ed The performance of Already Fvisting Credit s5-hiemes
And the Need for a Specinl (reodit Scheme for |

vanants

Most researchers and analysts have discovered that most
credit schemes the world over and Nigeria in particular have not
favoured the peasant farmer in their credit disbursement, The
peasant farmer is always priced out of the credit mirket by the
stringent conditions governing these loans which he cannot meet.
An example is the colatefnl requircments.

There is the need for a special arrangement in credit
schemes vhich will not only ensure the accessibility of the
credit to the rural farmers but also guarantee a very high
repayment rate, These special features include /n overall
package approach where not only credit is provided but also
other supporting infrastructures, decolaterisation wmd a sort
of co-operative approach by farmers.

tn a study he conducted on an Australian ascisted upland
crop production in the Southern Fhilippines, DEHninq1& discovered
that it is only when credit schemes have special features and
approach that small farmers can benefit and very high repayment
rate can be recorded. The special features and approach of this
Australian assisted scheme included an overall pack e approach
where not only credit was provided, but also all the other
necessary infrastructures like roids, water and other services,
Another interesting feature of the scheme is that it is decola-
terised under special programmes. This was fir=L tricd on
informal sources of credit and later extended to binks. In this
programme, status was accepted as a genuine colotoral. However
farmers must have to belong to a joint liability group called

wgelders" consisting of about five to fifteen farnors.
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In this group, if a member failed to pay the othor monbers have
to take the responsibility, In the first and scecond phases of
the scheme four hundred and eighty loans were grinted and
repayment rates of up to B9.3% and 96% for the first and second
phases respectively were recorded,

It has been discovered that the role playcd by non-
institutional credit is more than that played by 'le institution:)
credit sources in granting credit to rural farmers. Bven where
the loan is granted by institutional sources espe~ially the
commercial banks, they were directed more to larae scale farmer«.

This was the finding of a survey carried out in riral India on

the role of credit in rural agriculture with the ohjrctive of
ascertaining the nature and performance of different credit
agenclies by Reserve Bank of Indin in 195715. The dominance of
the non-institutional sources of credit in Indin in Credit
Disbursement is as a result of the inability of *‘he 5Small Parmer

to fulfil the requirements for obtaining credit from the
institutional sources.

In conquering the problems encountered by peasant farmers
in securing formal credit, it has been suggested that group
farming could offer the solution.

In their study on agricultural credit-for farmer aroups,
experiments in Hondur;s, Loren et nliﬁ observed that due to the
problems small farmers face on individual basis 'o obtain credit,
the group lending approach is recommendable. 116 Lins the
advantage of lower administrative and borrower costs, has
improved repayment rate through joint liability, has a wider

covrage, requires less colateral requirement and i11iterate
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farmers gain from literate farmers. The group farm rs experiment
in Hondural recorded some success, A group cont.in=! ten to
twenty participants. Additional reasons other than for credit
should exist in other to maintain qroup solldarity, 1The credit
policies are also flexible to accommodate the diverszity in
personality and credit needs of each group.

Surveys and studies carried out in Nigorju nlso confirm
that small scale farmers are discriminated against in the loan
disbursement of credit institutions and schemes. 7he cause of
this has been attributed to some factors including the risk
associated with lending to agriculture and the pruhiﬁitivn
credit conditions.

OSuntoguni?, in a research he conducted on the managerial
efficiency in the Nigerian Agriculture Bank discovered that the
conditions governing the granting of credit to fomers cannot Lo
met by small scale farmers who constitute the majority of the
farming population in Nigeria. I!e also discovered that while
the share of the banks credit to small scale farmors has been
decreasing over the years, that Lo the large scale farmers has
continued to be on the increase. He identified '« arthodox
conservative security-oriented approach adapted by HACH as not
being in line with the_objectivoﬁ described for development
banks in the Second Development Necade. Osuntogun's discoverien
reveal that even in an agricultural bank where 1) types of
farmers are supposed to be adequately taken carce ol, the small
scale farmer still suffers the san~ neglect in Yo-n disbursement.

In a study conducted by Ennunq18 among Cocoa Farmers in
wWestern states of Nigeria on the incidence of loan taben among

households, he discovered that those with higher incone have
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more access to farmers credit institutions that ch rar less
interest than those on low income who only have acenss to infor !
sources that charge relatively hiqgher interest rates. This
results in placing higher income carners in a more adviulaged
position to cover larger hecters than the low income earners who
are not go advantaged, The problem of the small scale farmers

in obtaining formal credit has also been revealed by Essang's
study. Their only alternative is the informal sources which is
limited in quantity and charge high interest rates. This does not
allow them to avail themselves of the use of modern farming
techniques that would have enhanced their income.

Banks are also known to face some problems in advancing
credit to the small scale farmers in Nigeria. This was ghserved
by Famoriy019 in analysing the problems in advancing credit to
the small farmerse.

He enumerated some of thes~ which include, 147k of contact,
lack of information, and uncertainty in the supervision and
repayment of loanse Others include inadequacy of funds, lack of
adequate and healthy interaction and co—ordination and politica)
influence., He also identified othier problems to e inadequate

executive capacity especially in NMACB, locational distribution

of farmers which limits the number of farmers thal can be reached
by the already inadequate staff, environment of poor infrastructores
which discourage farmers to stay in the rural arch= and low level

of technology in traditional farming. Other problens identified

were those of inability to provide the colateral by the peasant
farmers. He recommended the form . tion of farmer- cooperative
society as the best approach in bringing credit !t lho small

farmer, Government should thercfore encourage the formation e
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smooth running of cooperative socirties, Famoriyo, hos also
acknowledged the inadequacy of credit to the small «acile farmer
and has therefore recommended the formation of cooporative
societies as a means of surmounting some of the problems that
inhibit the flow of credit to the peasant farmers,

Despite the establishment of special institutional
agricultural institutions and schrmes like NACh -l nevigF, the
accessibility of the small scale farmer to the loans granted by
these institutions and schemes has been very minimil due to their
inability to satisfy the set conditions, Adﬁknnynﬁq noted that
the average farmer has no savings ond so depends on eredit
especially non~institutional sources that charae h7jh interest
rates for all his farm credit reqiirements. Such 1o.nn are
often diverted due to lack of formality. But they hovever
continue to function due to the 1nnccesaibillty of institutional
sources of credit, he concluded. Ile recommended qroup loan
approach as an appropriate solution.

viriting on his findings on yproblems of formal small holder
credit in South-Ea;tern Nigeria, Fhidebe1u21 revealed that the
commercial banks are only marginal suppliers of credit to this
class of farmers. He concluded that the small f£armer has not

been better off anywhere in Nigeria in terms of institutional

loans disbursement due to the incredible loan conditlons and
recomnended coersion as the best approach to mak« the commercial
banks abide by the CBN directives. Chidebelu, in jreeing on

this non-accessibility of institutional loans to =mall farmers

said that it was nation wide practice by commerci:l banks and
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noted that only force can make the commercial binks to observe
the Central Bank of Nigeria (clil) directive on 1oan disbursement
to the sector,

The ACGSF vmic:jlh‘is the subject of this sltudy has been
appraised by variouJ people in various places in Nigeria
especially in its ea_lrll-y years of operation,

1t was discovﬁfed in the enrly years of the scheme that
despite the establiéhmént of a special agricullungal scheme like
the ACGsSF, the peasént farmer has continued to lack access to
credits 7This is attributable to the provisions irherent in the
scheme itself which keep off the small farmers.

Aku22 carried out a research on the problems confronting
the ACGSF in Kadunalsfate and came out with the following
findings; that the lo;n conditions especlally the colateral
raquirement were toa stringent for the small farmers. This made
credit available only ﬁo the large farmers who contributed only
a tiny percentage of fbcd needs in that state for they could
meet the colateral requirements. He also discovered that the
bank locations were inadequate to ecater for the numerous villagores,
other problems she identifled include timing of loans, insufficicnl
loan, and illiteracy of farmers. She recommended the formation
of cooperative societies by farmers and the decolaterisation of
the scheme as the on1§ means to tackle most of their problems ns
individuals,

In appraising tﬁe ACGSF, in its first year of operation in
NigerL1Ihmk023 came put with these findings, thabt most of the
legnl instrument in the scheme discriminate against the small

scale peasant farmer who cannot fulfil the required conditions

under the scheme. By implication, he went on, th~ scheme aims ot
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reorganising the agricultural sector in favour of large farmers,

In agreeing on the inapility of the scheme to meot the credit
needs of the gmall farmer, Nwoko also alerted that the scheme
will end up reorganising the agricultural sector whereby the
small scale farmer will disappear. He blamed this onhthe legal

instruments of the scheme itself.

24, in their preliminary assessment of the

0jo and Akanyi
ACGSF in its first five years of operation in Nigeria also
discovered that the scheme has not succeeded in making crédit
available to the peasant fgrmer anyways. They noted that the
average farmer might not have benefited from the loan during
this period because of the stringent conditions. Thoey based
their ascessment of the success of the scheme on the number
and value ot loang granted, their distribution in terms of
sectors and states, and loan recovery rate and problems,
encountered by the scheme. aAmong others, they discovered the
dominance of the livestock sector especially poultry in the loan
granted in monetary terms. Thils is an area the peasant farmer
is not often found.

The ACGSF was also evaluated by Ey025. He found out that
the scheme has not brought about a substantlal increase in bank
lending te agriculture. He also noted that while the bulk of
the number of the loans‘has gone to the small farmer, the amount
of loan to them compared to what has gone to the large farmers
is out of proportion to the contribution of the small farmer to
the bulk of the nations agricultural production. He also

identificd the loan conditions and concentionary interost rate,

among others to be responsible for this. Eyo's findings not
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only reveal the inadequacy of credit to the small scale farmers
in the scheme in terms of amounl, but also that the agricultural
sector as a whole has not received enough credit under the scheme,

There is a concensus in the studies and analysis reviewed
so far that the institutional credit institutions and schemes
have not been fair to the small scale peasant farmer in their
loan disbursement. This they attribute to some problems formost
of which is the inability of the small farmers to meet the
colateral requirements of these institutions and schemes,

The findings of the studies on the issue of credit to the
peasant farmer as reviewed in this chapter can now be summarizod
as follows: that the peasant farmer needs additional credit in
order to meet up with their farm requirements. They also show
that the already existing farm credit institutions and schemes

discriminate against the peasant farmer in their loan disbursement.

2.5 Framework for Analysis

1. Lack of, or inadequacy of credit facilities is a major
constraint on expansion of agricultural growth in less
developed céuntries (LDCs). Peasants save little out of
their low incomes. To purchase modern farm imputs, they
need external finance,

2e Most Governments recognise this problem; most have
intervened to remedy this credit gap in rural agriculture
by establishing specialised banks, credit guidelines,
preferential interest rates etc. for the agricultural
sector. However, certain institutional structures within
the banking institutions themselves as well as within the

peasant eccnomy itself limit the impact of covernment
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interventionist credit strategies on peas:nt agriculture.
On the one side, the high risk associated with lending to
agriculture prevent the commercial banks from expanding
credit to agriculture. On the other hand, strict colateral
requirements prevent peasant farmers from participating
in the formal capital market, The bulk of available
credit goes to commercial farmers and rich peasants.

3. The Nigerian Federal Government established the ACGSF in
an attempt to increase the amount of agricultural credit
flowing into the peasant sector. The ACGSE has however

so far falled to meet expectations.

2.5 Hypothesis
This study is based on the hypothesis thal the ACGSF as an

agricultural credit scheme has failed to achieve its main

objective of facilitating the granting of enough credit by the
credit institutions - commercial and merchant banks - to the
agricultural sector especially the peasant farmers in Idah Local

Government Area.

The innbiliﬁy of the scheme to achieve its main objective
may be attributable to the adverse functions of some or all of

the parties concerned in the execution of the scheme,

1. The Central Bank may not have lived up to its responsibilitiecs
of considering guarantee applications with the required
despatch or could have not settled default claims from
credit institutions early enough which is bound to affect
the credit institutions willingness and ability to grant
more loans.

2% It could also be that the Central Bank of Nigeria (CBN) does
not inflict enough disciplinary action on credit defaullers

and credit institutions,




75.

Couyic relal Bank Loans and acvances (1974 - 1986) By sac.ors.

.Hs.r@rr. Na - w

<5 at 31 Vecember,

Year AG. A L. Tatia - MANUFACTURLNG | _GENeRAL CC/ - wizo OTHLKRS ol 2e o
O R33N 3 T 3
_ ~ a2l cnange Lrorel il .,L_.. _ iotal ‘cnoncs i T
1974 21. Ay - [ 280.5 | 27.5 |- 270.9) 2042 “ | 381.5, 40,6 | - 3¢
1975 el | ek S 2741, 4107 20.7 | 58.8 | 475.5° 2{. T SL.:__ 3C8 1 GULS 1537
1976 19 5.0 3.2 w 6GI.C | 28,7 | 48.3 M.moq.mw 23,59 | a7 | S27.1| 4346 | b0 faz
1977 13941 | 45 ! 7447 | 837.8 | 273 .. 3746 @ 688.2" 22, o 114055 4Sel | 't _ T4
1576 2l4a .. 1 61.0 _gpum.o h 27.7 w 35.8 mwm.wq 201 | 0.4 mﬁmmc.mm 46e8 | 3uat . 4iUl
1979 | 3e9e. . Y.l 471 1135703 | 2903 19.3 | 79041, 1.0 mie: iai4Ted 46 11, FG2.
1950 | 462.2 | 7.2 M 4003 |1956.8 | 30,8 | A4.2 (1282470 dbe  Lld 2iATen AT ;
1981 | 59043 v Ga9 m 27.8 (2659.6 | 31.0 | 35.9 |1475.0| 17.2 | e muwwq.mw 44,9 _ 3Ces . 58
1982 | 7396.7 | 7.5 _ 33.2 13037.6 | 29.5 | 14.2 [1826.5| 17.0 | 23a% 462446 4500 _ 19,5 {2027
1983 [ 840. | .5 | 29.5 |3053.1 | 27.5 _ 0.5 w»quﬂ.nw 134 M led “uuqa.u_ 48.4 | 1842 mupoq
1984% [94443 | 8.4 | 0.4 [3103.6 | 27.8 | 1.6 {1697.0; 5.0 | - 5403.5 48.¢ | Cat 1114
1985 Nea - W | Pea - - |205143| 16,5 _ 2048 | nea | s | - *uan
1986° | nea - | "7 nea - - |2847.1] 22.6 | 5.5 | n.a - _ - 125t
s " S | - -
- -  _—

)cﬂ.ucn.h 454 .
296

Mane

s




30.

3. The credit ingtitutions on thelr own part may hnve failed
to grant adequate credit to the farmer especially the
small scale in the required number, amount and on time,
Thls may be attributable to the risks involved, the
unattractive interest and guarantee rates, high default
rates; lack of funds, inadequate staff and bank branches

f

and imprompt settlement of default claims.

4. It could be that the farmers due to ignorance and illiterncy
are not aware of the existence of the schoeme and may not
be able to obtain and complete the application forms, They
may not also have been able te provide the roquired
securities or may have misused the loans or ~ncountered
adverse weather which may lend to thelr inability to repay

the loan.

-

To operate a credlt scheme successfully, especially a
guarantee scheme, the guarantee lovel, the interest rate, loan
repayment, settlement of default claims and the resources of the
banks should all be adequate. Also the enforcement of credit
guldelines of the scheme, the caue and timelinrs of borrowing,
availability of enough bank offices to serve the rural areas,
the improvement of agricultural <limate whi;h makes it
attractive and profitable, and the mobilisgation of rural saving

should all be in adequate and acceptable conditien.

2.7  Methodology

The title of this study is the peasant agricultural
financing in Nigeria using the operations of the ACGSP in Tdah
Local Government as a case study.

In order to substantiate or otherwiée the hypothesis

objectively, that is to find out the effect on the farmers of 3,
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the operation of the ACGSF scheme, the case study nd survey
method was applied for empirical results.

The choice of the two methods was due to their significance,
According to Okeke, C.CeS. "The case study method tends to reven
the truth about a particular individual or group of individuals
As already known, it is a collection of analysis of facts or
information relating to real event, situation, or development in
which a problem requiring solution exists. According to Hunt C.I.
and Horton P.B., a case study may be "a life histary of a person,

a complete account of event or a detailed study of sn organisati-n"
It was further pointed out that, “perhaps the qgreatest value of

the case study 1s the suggestion of hypothesis wihiich can then bhe
tested by other methods.

Survey Method

This is another method that was used in this research, 71!
involves the use of data from direct observation, -uestionnaires
or extraction of relevant information froT relevont sources.

Primary and secondary data was used, which according to
Longe, J.0. are tthe data collected at the first time for that
purpose, while secondary data is the data collect«d Ly other
sourccs"35.

(a) Questionnaire Technique

The major tool of investigation in this study was the

questionnaire which was administered to the appropriate
respondents - farmers and commercial banks - collected and
properly analysed.

(b) Secondary Technique

Through the use of this technique, the relevant documents
such as the central bank quarterly, and yearly publlications

were used in this study.
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(c) tratified Sampling

Idah Local Government Aren is made of Five districks and 5ix
commercial banks. In the light of this, stratified sampling
was used for the purposes of this study. ‘1he bank locations
were the basis of the stratification. FEisch stratification
on bank locations was further stratified into small, mediun
and large scale farmers. 'The random sampl ing technique wiog
employed in sampling from each stratum of eantegories of
farmers to allow for unbinsnedness,

(d) Data Analysis

The Data collected in this study was procos=ed and analysod

statistically (statistical analysis) and descriptively.

The villages selected for the study are banod on the avail-
ability of comer;cial banks $#n the Nearby villages to these
selected ones however, benefit from the ACGSF cxecuted by these

banks and were also sampled and grouped with the selected ones.
Idah town has Two Commercial Banks. They are Union Bank and
United Bank for Africa pPlc. Ugwolawo has Union Bink at her
service and that ;;f other nearby villages, Ejule has Lobi Bank
at her service and other nearby villages. The Mirst Bank serves
Itobe and environs. Akpanya has the First Bank at her service

and that of the nearby villages also grouped under it,

2.8 Selection of Farmers

poth literate and illiterate farmers were solected and
interviewed with emphasis on illiterate farmers. The literate
farmers are mostly employees of various governmen! parastatals

and ministries in the study area and retired civil sorvants and
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military officers who ére mostly parti=time farmefs. Thirty
percent {20%) of the questionnaires were administered on them.
Illiterate farmers who are in the majority and are full time
farmers had 70?'. Thg.educated farmers llve in the main villages
and were easilf acce;sible for the adminisgtration of the
questionnaire. ©n the other hand the illiterate farmers are.not
accessible by any means‘of transport due to bad ronds especially

the riverine villages of Ibaji. This made the coverage very

limited.

2.9 Administration of the ‘uestiomnaire i

Three hundred questlonnairns were designed four the research.
Sixty questionnaires each were shired to each of the five villoann
under study in the Local Government Area with thedr surrounding
villages. This means that sixty farmers were interviewed in each
village with 18 as literates and 42 jlliterates. Perconal
interview method of data colleclion was adapted for the illiterate
farmers while the literate farmers were allowed to complete the
questionnaires by themselves. Guestionnaires were initially
prepared in Engllsh and later tranglated into Iynala which is the
common language of the people. The answers to the questions wore
recorded as the igterview proceeded.

The Banks inter;iewed wWere:

1. Unien Bank of Nigeria plg., Idah

e United Bank for Afrirma Nig. Ple., Idah

3. Union Bank of Nig. Ple., Ugwolawo

a, Lobi. Bank Nigeria plc., Ejule

Se First Bank Nigeria pPlc, Ttobe

6. First pank Nigeria plc,, Akpanya,
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2.10 Linmitotion of the Study

This study focuses attention only on the performance of
the ACGSF in facilitating the flow of credit from the commercial
and merchant banks to the peasant farmer in the study area since
its inception in 1978 to 1988, There are however, other sources
of finance to the agricultural sector, in the study arcea like
the NACB and even other non-institutional sources which may have
significant impact on the sector. 7There is also the usual
phenomenon of lack of adequate dat: and the uncooprative
attitudes of banks and farmers in response to interviows
especially vhen it concerns finance. There is therefore the
possibility of the findings in the study area to be (ffected by

these shortconings,

2,11 Qutline of Chapters

Chapter one is the introduction, chapter two revicws the
already existing literature on the financing of poasant
agriculture including the ACGSF and the study aren. Chopter
three traces the financing of agriculture in persprctive,
Chapter four contains the presentation and analyszis of the
research findings in the study area from the banks -nd the
farmers. The summary, conclusion nnd reccmqendn*innn are

presented in Chapter five.

212 Theoritical Framework for
Peasant Agricultural Financing

A basic feature of the agricultural sector ~f Alpost all
underdeveloped countries is that access to factors ~f production

especinlly capital is much easier for some groups {1 others,
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That is that factof”mérkets are highly iImperfect and consequently
market prices diverge from socinl opportunity costs2ﬂ. In many
instances there is a multiplicity of markets within a locality
for a single factor of production, for example credit. In these
instances there may be no such things as tthe' price of an input.
Differcont groups may pay different prices for the same input.
Thus the rural areas of underdeveloped countries are characteri=rd
by abundance of small fragmented markets. This market structure
affects the allocation of resources within agricul ture, the .
method of production aml. adapterd by farmers, the readiness to
innovate and the distribution of income. ;

There are many explanations to the high degree of market
imperfections in rwral areas. The two most important belng:
government policles which are systematically in favour of certain
groups and theé monopoly power possessed by the relatively wealthy
and prosperous members of the farming cammunityzg. These two
phenowmena tend to reinforce each nther. Wenlth, partileularly
landed wealth is often accompanind by political influence and
this in turn may be strengthened by the inherited status that
accompanies a tribal chief, the village headman or the landed
gentry. In other words, status, political influmnce and economic
power are often joint attributes of an individual or family anl
thias cnn be uned to ensure privileged access Yo thoe scarce mean:s
of production.30

Imperfections in the rural capital market are very much
pronounced. Landlords are more liquid than small peasants.  The

former has idle cash balances upon which they con driw to finance

1
7
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purchases of material inputs and make wage payment<. loreover
they can obtain capital easily on the organised creodit markets.
They have ready access to commercial banks outside the farming
locality and can obtain loans at preferential interest rates
since their wealth, income, and =t.tus make the ri:% of lending
to them minimal., FPFurthermore, the larger farmers were able to
uge their political influence to ensure that government eredit
programmes cater to their needs, to the neglect «f the needs of
less powerful and influential cultivators. The @1l peasant in
contrast has little working capital and restrictod access to
credit, Often his land title is disputed and his tenancy
arrangement is insecure and as a result he may not be eligible
to borrow on the organised credit market, instead, he turns to
informal market, the village monecy lender, a local shopkeeper or
a large land owner etc, Rates of interests in this mirket tend
to be very high in part because of monopoly elemcrnbs but more
importantly because of the high risk of defaults, 'hr lack of

colateral and the large over head costs of small loans. The conl!

of capital to the ﬁcasnnt is so high not just boe.cueee he is
exploited by money lenders and middle men but becomse land tenu e
institutions are defective and 1l political syatoem is biased
against him. Thus the capital market is fraqgmentcd. The big
landlords tend to pay less than the social opportmity cost of

capital, while small peasants often pay substanlinlly mornzi.
Agricultural credit is almost universally recognised as o

key component in efforts to mobilise peasant agricmlture in

developing countries. The provision of agricultur il credit

not only removes a financial constraint but may also promote
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the adoption of new technology and the commercialisation of the
rural economy.

Commercial finaneial institutions have shunned lending to
peasant farmers in less developed countries (LDCs) because of
the high costs and risks embodied in these loans. The general
consensus ameng economic development specialists is that some
form of government leadership in agricultural credit is
necessary if such credit is to be made available to the peasant32.
Thus pressures were placed on governments to provide alternative
sources of financing especially to the peasants. The passivity
of the agricultura; sector suggested a supply - leading
financial approach. |

In other to force the financial institutions to lend to the
agricultural sector, the government adopted some measures which

included central bank discount mechanism, lcoan portfolio require-

ments and loan guaranteesBa.

T

Almost_without exception, all the governmenf agricultural
c¢redit preogrammes in LBCs incorporated the concentionary interest
rate and *he guaorantee facilities, because from an econcnic stand
point it rrovided elements deemed appropriate to the conditions
of LDCS34-

It is obvious from the foregoing discussiens that the
institution of a special credit scheme to take care of the peasant
farmers is predicated on the fact that the peasants are less
privileged in terms of ownership of factowg of production ar
opposed tc the bigger and wealthjer farmers. Thelr disadvantaged

position zlso makes it more difficult for them to obtain credit
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from formal credit institutions, They lack the economic and
political power to secure the loans. Their only alternative
which is the informal sources charge prohibitive rates of interest.
It is believed fhat it is more costly and riskier to lernd to the
peasant farmer and hence the intervention of the government in
LDCs is advocated if the peasants have to have any reasonable
access tec formal credit, This can be done by introducing
policies that can reduce the risk involved in lending to this
category of farmers so as to make lending to them more attractive
to the formal financial institutions especially the commercial
banks.

This is the theory behind the establishment by government in
LDCs of special credit schemes to cater specifically for the
peasant farnmer who if left to obtain loan from the commercial

banks in their present setting cannot secure any loan.

2«13 Stucdy Area

2.13.1 Iecation and population Structure

The area to be covered by this study is Idah Local
Governnent /\rea o 3enue State, is situated in the middle kelt
stratching zlong the transit belt between the forest and savana
vegetation. Benue State has a land area of about £9,740 sq.km and

projected populaticn of about five million peop1e38. The state is

0

surrounszs b sin states; anambra and Cross River States lie tc i

South ezz%, Gonjcla is to the lorth coast, Plateau to the lorth
and xrira and Bendel to the West with the River Niger separating
the state from the two stites, The state has a tropical climate
with two clearly marked seasons; Rainy and Dry. The rainy seascn
is fron larch o~ ‘ovember and the Dry season starts from llovamber

to warch. T..-rz ls harmat . fzem NoverSers To January,

-t
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The state can justifiably be called the food basket of the country
for it is noted for the production of a variety of agricultural
products and feeds a substantial part of Nigeria with Yams,
Cassava, Sova beans, Rice, Fich, and Oranges, Cashew, Pawpaw,
Mangees to mention a few.

Idch Local Government Area which is the study area lies to
the Wegt of Benue State, separating the state from both Kwara and
Bendel states, (see figs 1)e It has a land area of about 5,094
5. km. and a projected population of about 540,250 people >,

The local government is made up of five districts namely Idah, i---wu
Igalamela, Ibaji, Aloma, Ugwolawo and Odolu Districts, Three
oceupational structures of the local govermment can be identified;:.iu.
these are farmers, traders and civil servants, The distribution
of the population among these three occupations are rather not
uniform in the local government as a whole, and vary even nore
from district to district. Farmers for example, dominate the
population in all the districts providing on the average of about
80% of the population, This is followed by the trading sector
with about =% and civil servants providing 4%. Idah has a meore
concentration of civil servants and traders as it is more
urbanised than the other districts while Ibaji has the greatest
concentratisn of formers. The traders are the petty types and

tha @ivii gevvants are mostly local governnment stafif who are

" mostly teschers, state government employees and a few federal

government Baff. " T aEmE . T o o J*i;fihﬁaz. e e
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2.13.2 Agricultural Cultivation
Types of Crops and Distribution of Production

"

Like the state, the local government also has two seasons -
wet and dry - and cultivates almost all the crops cultivated in the
state, Two seasonal cropings are made possible by the two seasons,
the rainy season croping and the dry season croping. The major
crops cultivataed in the wet season are yam, rice, maize, cassava,
guinea corn, millet, beans and pegeon pea. The dry seascon crops
include tomatoes, late maize, cassava, sweet potatoes and fish
harvesting, Citruse crops like oranges, cashew, pawpaw and apples
are grown around homes. Domestic animals like goat, sheep etc.
are kept. The only Agricultural project in the area is the Alloma
0il Palm Project owned by the state government.

Some of these crops are grown‘more in some of the districts

than in others. Por instance the Ibaji district is known for the

N

production of yams and fish and is believed t¢ be the surplier o
yams eaten in Idah as this area is not very much known fcr yam
production, However, Idah is only second to Ibaji in fish
vroducticn while none of the other districts produce fish in any
reasoneble cuantity. This is due to lack of big rivers in thess
other arezs. all other crops apart from the fish which'is depencdent
on the availability of rivers are well cultivated on commercial
quantitizc In the other districts. For instance Cdolu district
produces ihe bulk of focd stuffs consumed by the Anambra poarder

towns of Ibagwa, Enugu Ezike, Unadu and Itchi,



B e Y e 4 e

2e13.3 Hature of Tenure and system of Preduction

. Most of the féfmers are peasants and are land owners who
farm on farm lands inherited from their forefathers., The farm
lands are highly fracmented and holdings are small as the land
has experienced alot of sharing and resharing by male folks of
the fanlly. Each of the holdings is a little over two hecters
in most cases., There are also some few non land owners who rent
land or are share cropers., Mcst.of these people are farmers who
migrated from the nearby states especially Anambra. They cobtain
land from the land owners on rent and give yearly tribute to the
landlords. There are however some few large land holdings belong=-
ing to somehfamilies who may not have many male offsgprings or who |
may belong to royal families with large holdings acquired by .. i ...
virture of their domineering position in the society. |
Most of the farmers adapt the traditional methods of
agriculture in the farming activities by using hoes, cutlasses etc.
Some of them are aware of the improvéd mechanised methods of
produétion but cannot adapt it due to their inability to afford
the remuired finance for the purchase. Most of the farmers depend
on their fanmily labour for their farming activities except during
on~seasons when some of them wha can afford it employ additional
hands. An insignificant nurber of the farmers have access to
mechanised mellicds of farming. These are the peorie that can
afford the recuired finance or the required colateral for bank
loans. output has thercfore consistently been on the decline
over the yenrs due to less of féré?lity over time ar.: the useﬁéf \.':T

outdated methods and seedlings and little coverage.
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Farnming on a large scale is hardly present anywhere in
the local government due to the acute shortage of capital to adapt
the available improved methods. The tractor hiring unit of the
local govgrnment is nothing to write home about as the tractors
do not serve upto five people in a year before they are all
broken down.

Lack of good roads is another great handicap to the growth
of agricultural production in the area. There are no motorable
roads linking the local government with both Bendel and Anambra
States which are potential markets for greater agricultural
output, Infact two great unbridged rivers separate the local
government from the two states.

Agricultural extension workers are hardly found in a
significant number to make for an effective dissemination of
nechaniged methcds cof farming. Even where they are found the
farmers can hardly put tc practice the instructions of the
agficultural assistants. This is because alot of capital is
often recuired and the farmers cannot always provide it.

Cn&:eccnt;; that the cooperative movements have started
gainful influence on the farmers, This, when adecuately
established is expected to ease the problem of cbtaining loans

rom the banl:'s as they would be in a better position to pull
~sgether and offer the required cclateral.
the farmers in the local goverrment can
‘;Lghtly be described as peasant farmers who practice farming
with the cld rcthods of farming. This therefore leads to thelr

low yield and low standard of livinge. They cannct adapt the



43,

mechanised methocds cue to the lack of resources to do so and their
inability to obtain bank loans as they lack the required colateral.
They however have rrospects for improvement if only they can be

more exposed to bank credits.
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CHAPTER THREE

DEVELCFMENT CF AGRICULTURAL CREDIT .
IN NIGERIA

This chapter provides an histofiéal.review of the development
of Agricultural credit facilities in Nigeria. The satisfaction of
the credit needs of the farmer in nigeria in perspective can
better be discussed under two pericds. The first period covers
the pericd before 1970 and the second covers the post 1570 years.
The major agricultural credit institutions were established in the
post 1970 periced,.

3+1 The Period Before 1970

Various governments in Nigeria at wvariocus times have set up
credit institutions charged with the responsibility of granting
credit to farmers. The first statutory body charged with the
provision of credit fo farmers was the Nigerlan local Development
Board wiich vaes established in 19461 to deal with lecan application
from all over Nigeria. 1In 19492 the Regional Development Boards
took over the above responsibility. These boards were charged N
with the responsikility of financing development projects. Credit
to farmers however twas about one-tenth of the loan vclumn,

In the then Yestern Region of Nigeria the Reéional developmant
' Boaréiwas responsikle for agricultural credit until 1955 when the
Western Region Finance Corporation took over the responsibility of
financing agriculture. In 1974 the Agricultural credit corper:ticn
of Western rﬁgeria4 was established to give credit to both medium
- and small scale farmers, Cooperative banks were responsible for the
dizburzencnt of the loan to small scale farmers on behalf of the
Agricultural Credit Corporation of Western Nigeria. Only Cooperative

Socicty merbers herefited from the loam.. This encouraged tie
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In 1943 the cooperative bank of western Nigeria was set up.

The objective was to place adequate credit facility within the
reach of the farmers on a productive capacity basis as determined
by well prepared farm plan and not on ceolateral basis. It was
also to assist farmers to select and obtain farm impliments,
seeds and other imputs at the most reasconable price.

In the North the Regleonal Development Board was called
Northern Reglon Development Corporation and was respensible for
fostering economic development through the cooperative societies
in the hbrth.a The Nerthern Region Ministry of Agriculture also
administered mixed farming loan such as fishing loan, Borticultural,
Tractor Hiring, Fertilizer services through the Native Authority ?f__ﬂ
who was a guaranter. Only 15% of the loan was given for
agriculture.7

The Eastern Nigeria pevelopment Corporation was established
in 1955 and was responsible for granting leans te farmers through
cooperative societles to large farmers.8 The cooperative Bank of

Eastern Nigeria was established in 19%54 and was to give credit {o

=]

farters through cooperative sccieties.” The Ministry of
Agriculturs also had a supervised credit branch which was also
charged with the responsibility of granting credit to farmers.

The Midwest Nigeria Agricultural credit coporationio was
established in 1944 and later renamed rMidwest Nigeria Cooperative
Federation Limited in 1955.11 It was chaorged with the responsi-
bility © granting credit to farmers on cooperative society basis.
an agent ¢f thie federation was a cooperative division of the

Ministry of Trade and Industry. There was also the Midwest Reglon

Pinance Corporation whose activities was not originally to grant
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agricultural <redit but later incorporated it.12

The operation of these institutions were grossly unsatisfactory

due to high incidence of default, poor management, poor timing-of
funds release, lack of accurate information, inadequate research
facilities, poor extension and farm support services, inadequate
credit to the vast majority of rural dwellers, lack of sufficient
qualified staff, poor co-ordination and above all there were alot
of political influence in their activitles,

Even in the development plans of Nigeria she has shown alet
of concern in the development of agriculture by allocating
substantial amounts of money to the sector. For instance during
the 1942 - 5¢ ten year Development plans and welfare for Nigeria
about 7 million neira was earmarked for agriculturel development
amounting to £.5% of total plan budget.13 The second National
Davelorment Plan allccated 332 millicn naira representing 13% of
the total plan budget to the agricultural sector.id The third
Development plan of 1975 = 80 allocated M2302 millien naira which
represented 11% of total plan budget to the sactor.is In the
fourth plan 1981—85 W million Naira representing 1% of total
plan budget was allocated to agriculture.ia

Before 1970 the functions of the commercial banks in the

‘develcpment of agriculture was just the promotion of trade between

Nigeria and the cclonial master-Britain, This they did by JiInancin
the foreicn firms which were responsible for this trade. These
firms included, John Holt, (FAO, GBO, Pz, UAC etc. and marketing
Boards. These feraign firms were pre-occupied with buylng and

exporting of agricultural products which served as a source of

- . 17
raw materizl to the British industries.” These Agricultural
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products which were regarded as cash crops included cocoa, rubber,
cotton, groundnuts, palm oil and kernnels and timber. Farmers
were encouraged to expand their farm productions of cash crops
through the provision of new seeds and imputs such as fertilizer
pesticides and herbicides. This was done in order to exploit
maximum raw materials from the Nigeria farmers to feed the
metropolitan industries. The role which commexcial banks played
this time was the financing of these companies for the purchasing’
storage and export of commodities through various middle men who

buy direct from farmers.

The West African Cocoa Commodity Board was established in

1839 and was later replaced by West African Produce Commodity Board -

in 1942. This board took over from the multinationals the control

and marketing of the cash crops.18 This board was also replaced

The regional marketing board were established in 1954 to
replace the commodity boards and charged with the responsibility
of fixing and controlling the price to be paild to export producersg
during the buying season. ?

The functiens of the commercial banks to agriculture was
still the provision of funds to the marketing boards for the
purchase and export of agricultural products. The marketing
boards through wnich the commercial banks claimed to have
indirectly financed agricultural sector, ended up exploiting the
labc. 1 and income of the farmers. Ameng the geals for the
setting un of the boards was to stabilise the prices of cash

crops and income of farmers but the boards became agents of

taxation and exploitation from the agricultural sector.



For ingtance from 1947 to 1954 the Nigeria Commodity Boards
accummulated trade surpluses to the tone of=£110,914,700.20 The
bulk of this funds were kept in the British securities which is
tantamount to financing capitalist development,

One can then draw the conclusion that prior to 1570 the
commercial banks, did not engage themselves in financing peasant
farmers who are the main producers of agricultural products
directly but indirectly through the multinational firms and
marketing beards wheo were responsible for puying and selling of
cash crops to the world market. Although the marketing boards
succeeded in encouraging farmers to expand their production through
stable priceg, it ended exploiting the peasant labour and income
through the accumulating of their trade surpluses. Thus the
commercial banks plégéd very little role in terms of provision of
funds for £he development of agriculture during this period.

Past unfaveourable experience with regards to regional credit
agencies suggested that a naticnal institution might have more
freedom from political intervention and achieve a better operational
efficiency. Tc cchieve this noble objective, in the 1952-59

£y

National Tevelcprment plan, the Federal Government provided #2m fox
the establishment of an agricultural credit bankzi. she approached
the World Bank on the matter and by 1955 a feasibility study had
been carried out bv a team of world bank expgsis . However, e
project cculd not be implemented due to the outbreak of the civil

war in the country at this time, o .

142 The Poot 1STY Poriod

The hangover of the Nigerian civil war was still very heavy

on Nigeriang in the early 70s. There wz: an increased <denand fer
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food due partly to the neglect of agriculture during the war years
especially in the war affected areas and also due to increased
‘urbanisation due to higher income from cil and the search for

white colar jobs in the cities to share from the suddenly

increased National income. This resulted in increased importation
of food crops and the socaring of import bills. This development
caused the federal government alot of concern and she cane out

with different agricultural development policies. Some of these
policies included the establishment of Operation Feed the Nation
(OFN), National Accelerated Food Production Programme (NAFPE), Lg;;;;

River Basin Development Authority (RBDA), Agricultural Development ;

e i e e e emm

project (ADP) and Green Rewvolution (GR}s =~ = =~ = o =
The federal government also fealised the c¢redit needs of

this sector and come out with appropriate policies which indluded
the egtabliishment of agricultural credit bank. There was also
during this peried a directive from the Central Bank of Nigeria
to the commercial banks to set aside a certain percentage of their
loan facilities to the agricultural sector, In the first half of
16708 this was 4%23.

| Shertly afier the civil wap 3 fresh study was conducted by
+he world bhank at the request of the federal military government
cn the izsue of a national agricultural credit bank. The resulting

vsharehzn romors' contained recommendaticns for the establishment

e b e

of Nigerian agricultural Bank Ltd. (NAB)-24 The recommendation
was ace ted and included in the 1970-74 National Development
plan for irmplementaticn. The NAB was registered as a linited
liability company by Noverber 1972 under the company decree of

25
1958 and was officially inaugurated on rth March 1975 7.
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In 1978 the }AB was renamed NACB - Nigerian Agricultural and
Cooperative Bank Ltd and remained wholly owned by the Fedaral
Government until 1979 when the paid up capital was increased from
N50m to N150me The Central Bank of Nigeria subscribed 4C% while
the Federal government had ﬂO%.zg

The NACB is now fully established throughout the country
with offices in each state shile the Kaduna office remains as
the headquarters. The branch offices are authorised to approve

and grant small scale loans to farmers while the head office has

the autheority to grant large scale loans, The main objectives of

the bank are:

‘ 1. To enhance the level of agricultural preoduction as well

as storage, distribution and marketing connected with
such production.

e To grant loan to any state, group of states or any state
institutions for an on-lending to any farmer, group of
farmers or body corperated subject to the state or group
of giotes or states institutions guaranteeing repayment
of loans.

3. To grant direct lean to individual cooperated socisties or
other bedies (corporated or.incorpcrated}.

4. To lend or advance money or give credit upon the security

: 27
of real personal propertv of every description.

e Another credit institution in Nigeria is the co-operitive bank.

fo o 23
The ccoperative scciety ordinance was passed In Nlgeria In 71835

and thence forth, state recognition and financial assistince

depended on registration. The cooperative movement in Nigeria

apreared in agricwlturér production in form of grcup farming
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societies =nd concentrated on providing labour on the farms. The
cooperative movement was also extended to cover banking. The first
cooperative bank in Nigeria was established in Western Nigeria in

1953 with an initial capital of Hlm.29 The second was the

Eastern Nigeria Co-operative Bankso, Their primary function was
to provide a some of capital to cooperative societies members with
adequate colateral security.

It was however, during the second half of 1970s that direct
credit facilities to both small peasant farmers and large scale
farmers got a boost. The loan and advances to this sector from
the commercial banks was increased to #% in 1977 and 8% in 1980 and
then 15% in 1988°>* The boost was however made possible by the
introduction of the ACGSF in 1977 and the rural banking programme
of 19748 kv the Federal Government,

3.3 Backcround to the Agricultural Credit
Guarantee scheme Fund (ACGSF)

In an attempt to hasten the pace of agricultural development

government in the last decade embarked cn several capital investment

- - 4 . - T .. -
MTac - 4 (=} 1 3
projecsd Fec ag ncreas

ed productivity. A éignificant proportion
cf public Iinancial resources was channeled into agriculture
through scre specified institutions., However, public institutions
for agricultural credit administration were generally handicapped

cr no rolief to the average farmer,

ang gave _otle gl B

¢n the sther nand, the performance of commercial banks as
re -ds agriculturzl lending was anything but enccuraging., For

3oy . - e |
a‘...;;..-'ti’.hC' b

bank lcans and advances to agriculture stood at

e

only W93 nillion at the end of 1971, and constituted 1,9% of



total bank loans and advances to all sectors of the econcmy. But
in the szre year bank leoans and advancas to *other production™
"commgrce", "services”" and "others stood at N137,1, 1#227.83, #435.4,
and #87.4 nillion respectively or 31.9, 45.2, 7.2, and 13,7,
percent cof total bank lans and advances to all sectors (see Table 4),
In the early '7Cg Central Bank Credit Guidelines for Commercial
Bank Credit operations were generally formulated in favour of
agriculture and other more productive sectorsz and these induced a
fairly lerge growth in credit to agriculture, Between 1¢71 and
1977 Bank Loans and Advances to agriculture recorded a growth
rate of ~l.7 per cent a year, compared with 47,2 percent for
wother" production, 22.4% for "commerce", 43.5% for.'l "servicesh
and 37.4% for "others' (see Table A).

Inspite of the achievement recorded in respect of bank
lending o agriculture between 1971, it could be claimed that
there had been no fundamental change in the traditional attitude
of commercial banks which had not favoured that area of operaticn.
For instznce at the end of 1977 total bank 1o;ns and advances to
agriculturs was 4.5% of total loans to all sectors, comrpared with
50.0, 22,2, %.1 and 13.2 percent for Yother production", commerca
and services respectively.

Within the same period actual lending of the commercial
banks tc the agricultural sector nad continued %o lag benind the
CBN stipulated percentages. For instance, between 1973 and 1975,
the actual cormercial bank lending to agriculture ranged beiween
2.4 tc 247 purcent cut of the 4 percent minimum sfipulated by law
for the teriod. Between 1975 to 1978 the actual percentage
lending to the sector ranged between 3.7 to 5.5 percent ogt of

& percen: ainlmum set for the pericd.
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This unfair distribution of commercial banks loans and
advances &cng agriculture and other sectors of the eccnomy is
attributed to many factors. The commercial banks have noig always
been ready to grant loans to farmers due to some reasons.
Because they are profit making organisations, most of their
lending activities are concentrated in non-farming investments
where there is relatively less risk and fewer uncertainties and
where returns on capital appear to be higher. Besides farmers
are often scattered over wide and inaccessible rural areas and
commercial banks are understandably unwilling to employ touring
staff to naintain constant contact with farmers, whereas the
banks can easily assertain the credit worthiness of a non-farmer
investor who by the nature of his business keeps a bank account
and lives in an urban area where his activities are well known
to the merbers of the business community including the bank
offizizls. 3Bankc In Nigeria look on agricultural business as a
shaky and unpredictable venture because most of the factors
controlling the farm enterprise are largely beyond the control of
the farmer himself. weather for instance is beyong the farmers
contzol =nd unfavourable weather, outbreak of pests and other
natu=zzl harzzrds can lead to poor agricultural yield., This
coupled with ignorance of farmers on the use of modern imputs
such as machinery and chemicals can make the farmer unable to
=n givern This leads to loan defaults which

arcial banks from advancing more leans,

COrI@rClie. ~

aerioul ural

Inability to provide an accepted security alsc makes agricult
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loan inaccesgible to the small scale farmers. Land which
constitutes cne of the most important assets of the peasant
farmers ls not an acceptable security because of the customary
land tenure system and the land use decree which vests the owmer-
ship of land in the government-£anks are not generally interested
in granting loans for ventures on which they are not sure of
claiming Pack their capital and interest. Infact a prirary
consideration of commercial banks as well as all lenders is the
risk invelved in making a loan. Lenders make only thase loans
which they feel are sure to be repaid with interest.

It was therefore thought that specific incentives could be
given to commercial banks to induce them to lend more o

agriculture, Towards this goal, the agricultural credit guarantee

scheme fund {(ACGSF) was set up in april 1978.

2.4 The Sgricultural Cradit
Guarintee gcrheme Furd (ACGSE)

The ACGSF was to provide a protection against some of the
risk that lending to agriculture invelved. As at the tire it was

launched, it was hcped that a basis had been laid for stimlating

incrazmged flcow of hank credif to the agricultural secter and in
particular tc smail peasint farmers directly or indirectl - through
farmers COOperative bodies., The basic objective of the scheme is
therefore to reduce the risk of lending to agriculture tv
commercial banks and hence Iinduce them to increzse the flicw of

' their ecredit to agriculture with the ultimate aim of incrensing
B output In the sccter, - »

The scheme was established by Decree 2C of iMarch 1¢

The ACGSF Act (lloe26) of 1977 provided the frame work fcr the

Y - -
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operation of the ACGSF. The Act also provides for the setting
up of ACGSF Board of six members to be appointed from the public
K and private sector. Under the Act a managing agent to be appointed
by the HMinister of Finance is to administer the fund on a routine
basis. The CBN was named as the first Managing agent and currently
administersthe fund on a daily basis through its agricultural
finance derartment in the head office, branches, and currency
centres of the bank, In order to avoid delay much of the work
of gquaranteesing leoans under the scheme is done at the CBN branch
in the state of applicaticn. oo h  L ;m

inder the scheme loans and advances by commercial and

merchant banks to agriculture are guaranteed up to 75 percent by :';;: .

the funds It then means that the loan beneficiary would provide

the guarantee for the remaining 25 percent inforn of colateral.

Towards tils end a sum of #1 million was subscribed to the fund

of which 70% was subscribed to by the Federal Government while

CBNIsubscribed 40%. As at December 1985, #W85.5 million naira of

the fund hod been naid up and interest from the fund had boosted

it to 137 millicn. |
The surpose Sor which loans c7n be granted under the scheme
centered nainly on direct agricultural preduction such as:

1. The establishment or management of plantation for the
presuction of rubber, oil palm, cocoa, colten, tes and
similar cropsa

2e e cultivation or rroduction of creals crops, tubers,

ruits of eIl Kinds,cotton, beans, groundnuts, sheanuts

Bk

beaniseed, pinaples, bananas and plantains.
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3. Aninals husbandary that is to say poultry, cattle rearing
and the like and fish farming.

The securities which may be offered to a bank for the
purpose of any lean under the scheme includes any or a combination
of the following:

(1) A charge on land which the borrower holds a legal interest
or a right to farm or a charge on asset on the land
including fixed assets, crops or livestock.

(2) A charge on the property of a borrower

(3) A life assurance policy, promisory notes or other negotiable
securities.

(4) Sstocks and shares

(5) A personal guarantee

(=) Any other security acceptable to the banke.

The interest rate chargeable is 8% to individuals and 7% to
institutions like ccoperative societies for on-lending to members.

Individual loans cannot exceed N50,000 while group locans
maximum is !fl million. In addition to the quara;tee promise of the
fund the government also extends a graduated tax free allowance o
cemmercizl banlis cn interests earned from loanse.

As at now the commercial and Merchant Banks are rezuired to
grant 15 and 10 percent of their loans and advances respectively to

the acricultural soctors any shortfall is to be depcsitz: with

w
1
A

the CBN a2t no interest and made available to the cc—crerative

for on=lending to tiie farmers.
Under the scheme, a client is presented with an aprlicaticn

£~

form to be corpleted in triplicate and forwarded to the branch of

the bank from wiich the facility is requirced, The bank -rscosses
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these application forms and then forwards these applications that
satlsfy it to the CBN for approval. It is only after this that

the CBN will issue a certificate of guarantee to the bark to
guarantee the amount released to the individual farmers whose
applications are accepted and guaranteed by the CBNe It is necessary
to note that contrary to peoples thought, the CBN guarantee is

not automatic.

3.5 Inpact of the Scherme on Bank
Lending to Agriculture

The ohjective of the scheme is to facilitate an increase in
bank lending to agriculture. The impact of the scheme on bank
lending con be judged through the analysis of the breuak down of
the lecans by sectors, categories of farmers, by states and
percentace of minimuin CBN requirements.

Therz has been some improvement in the share of acriculture
in total bank lending since the scheme came into operation. For
instance from 1972 to 1978, the agricultural share averaged 3.5%
compared with ar average share of 7.5% between 1979 and 1824,

This is lowever regarded as insignificant when comparsd -.ith the
share of other sectors of the economy like manufacturing which
had 30%, real estate and construction recorded 22% general
comrerce nced 15% and services had 11%.35

™ie extenc to which barks have achieved the mininus percentage
set for them by CBN @n agricultural leoan since thg inceptisn of the

-

scheme is not encouraging either. Inspite of the scheme banks have

"ture., For instance out of the set minimum of &% in 198C, only /.84
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was met and out of 12% set for 1985, only 10.0% was met by the

lending institutions. It was only in 1979 that the banks exceeded

their target of A% by 0.5%.° . ..o

34541 Lehding by Purpose

From the inception of the scheme in 1978 to December 1987, a
total of 32486 leoans valued at N2r5,5m had been granted to farmers
under the scheme by the commercial banks to all the sub-sectors of
agriculture. A breakdown of the loans by each subsector shows that
the food crop subsector got the largest share of 23885 loans o . 7.
valued at #1n3.7me The livestock subsector got the second largest -
share of 4,845 loans valued at N54.,7m while the cash crop subsecéorz

got the least alleocation of 3,785 loans valued at H4?.5m.37

145.2 Lending by Cateqories of Farmers |

Loang to three categories of farmers namely, small scale
farmers who got W5000 and below, medium scale farmers who got
above 5,000 but less than K10,000 and large scale farmers who got
#10,000 and shove show that in terms of number 95.8% of the loans
went to smell scale farﬁers while 0.5% and 3.7% went to medium and
large scale farmers respectively. Howevef, in terms of amount,
the large farmers got the lion share of 58.1% while small and
medium scale Farmers got 40% and 1.9% re5pective.38 while the
number of lcans that went to small farmers is comrmendable, the
. amount that went to them appears out of proportion to their
contribution to agricultural output and very much out ?f - 'df?3 .

proportion to the 4% millien farmers in Nigeria.
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There is scme evidence of an excess of loan demand over
supply under the schems, for instance 57.5, 5143 and 27,0 percent
of loan applications under the scheme were not granted by banks in
1980, 1981 and 1982 respectively.39 Presumably, the bulk of these’
rejected applications were in respect of small farmers.,

3.543 Lending by Category of Borrowers

There are three categories of borrowers under the scheme,
namely, individual farmers, cooperative societies and cempanies.
About 94¢%% of the leans in terms of nurber went to individual
farmers while about 1.0 and 5.0% went to cooperative societies
and companies respectively. But in terms of amount, companies
excelled by accounting for 55% of the amount. 44.5% went to
individual farmers, Cooperative societies fared roorly. she got
2.4% in terms of amount.40 Cooperative banks whose main cobjective
is to make loans available to cooperative societies alsp made a
very small proportion of their loans to cooperative societies.

It had been hoped by the founding fathers of the scheme that
cooperative socletles would be the main avenue for the trans-—
mission of loans to small farmers. This must have crompted the
inclusion of measures in the scheme guidelines in Zavour or
co=operative societies, viz, a lower interest rate and higher
level of loans to them. This shortcoming may be due to poor

organisation cf ce-operative socleties.

JeSed ﬁendinq bv Zype of Bank

The bulkx of the loans were provided by commerclal banks.
o - »
They provided 8%,0% of the loans, merchant banks rrovided 2,7%
41 ... s
while co—-operative banks accounted for 8.3% ~ within thls perlod.

The dominance of ti:e commercial banks in the lending is due to
- . ]

their greater nurier and wider ¢ezographical ccvar-ze.
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3.5.5 Lending by States

There has been considerable disparity in the distribution
of loans gecgraprhically, both in terms of number and amount. Five
states dominated the loan in terms of number from 1978 to 1987
accounting for 58.8%. They are Kaduna, with 17%, Bauchi 13,8%,
Sokoto 10.9%, Kano 8.0%, all in the northern part of the country
and Ananbra with 7,7% in the East.42 The reason for the
dominance of the northern states in the number of loans is that
loans to these states were mainly for individual farmers who
dominated the loan in terms of number. In terms of amount, six
states dominated, receiving 55.1%. They are Lagos, Oyo, Bendel,
Ogun all in the southern part of the country and Kaduna and Kano

3

in the hbrth.4 The southern states dominated the amounts loaned

as the loans to them were largely for large scale farmers and

(32

poultry wiricn deminated the loans in terms of amount,
In terms of number, Ogun, Ondo, Benue, Lagos and Rivers all
in the south fared badly receiving an average of 1.7% of the loans.

In terms of amount, Benue, Borno, and Niger, all in the North fared

excenticonally bacly accounting for an averageé of 1,3% of the loan.44
Lagos though not an agricultural state accounts for the highest
amount of loans as a result of the predominance of the few large
poultry farmers in the state.

, nrber of reasons czn be aduced for the gecgraphical
disrarity In the dis*ritution of loans. These arz, variations in
th- nurber of bank branches, agricultural and general economic
activity, farmers attitude towards debt and lack of awareness.

These conditions are mere favourable and pronounced in some states
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3.5.,7 Lending by Maturity of Loans

In terns of number, loans maturing within one year accounted
for 71.8% of the total loans, 12.9% were made up of loans raturing
in two yearss Louns of three years maturity accounted for 7.5%,
four-years-5.8%, 1l.a% for five years and 0.3% for six to eight
years. In terms cf amount however, loans maturing within one
year accounted for 1B.4%, two years accounted for 9,9%, three
years, 14%3,1%, four years - 31,7%, 19,0% for five years and 7.2%

for six to eight years.45

3,5.7 Loan Dofaults

Default cases have been on the increase since the inception
of the scheme., For Instance a total of 595 default claims valued
at ¥15.4m were filed by banks up to June 1985, FPFor the first half
of 1988 a total of 94 default claims wvalued at [S.1m were submitted
by lending »anits to Central Bank of Nigcria.éz al thoughn, ot all
the claimg were genuine the increase in claims since 1982 is

disappointing as a continuation of the trend could have serious

consequencies for the scheme.

3362 Sattlerent of Default Claims

There has been a lot of delay in the settlement of cefault
cleims. The delay is of great consequence to the schene as it

deprives the banks of funds to grant more loans. Cut of he 395

default claims filed by 1%E3, only 894? were approved and *he rest
referred bk to the banks partly for further investigatizns and
partly because banks did not comply with the procedure fer filing

claims, Tmese were however later resubmltted and re-examined and
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The following summary of findings have.so far emerged from
the loan distribution of the scheme so far analysed.
“HeettPirst the scheme has nok brought about a substantial
iﬁcrease in bank lending to agriculture. *3econd, while the buik of
the number of the loans has gone to the small farmers, the amount
of loan te them compared to what has gone to the large farmers is
out of proporticn to the contribution of the small farmers to the
bulk of agricultural production. Third, a disproportionate large
share of the loans has geone teo poultry production to the relative

neglect of other agricultural subsectors, particularly cash crops.

Fourth, there has been considerable disparity in the distribution

of loans gecgraphically. Fifth, cooperative banks and merchant

banks have not participated actively in the scheme thus leaving
the bulk of the lending to commercial banks. Sixth, the bulk of
loans in tarms of murber has been on shori-term maturity. Seventh,
loan defaults have been on the incrgase over the years while the
settlement of defau1§ claims by CBEN has not been done with the
required digpatch.

3.5 Rural Ban:inz Frogramme

Another laudable programme introduced by the Federal Govern-
ment to bring banking services especially thelr credit facilities

to the door steps of the peasant farmers 1s the introduction of

FrrL I S R
the zural ZanakinI oo

ogramme in 1972, This has gone a long way to
assist the 0352 in its cpecations. For the extension of banking
facilities to the rural populaCE,4fffective mobilisation.of rural “{;nw
savings &nd procer imp;ementation of ACGSF, rurazl banking programme o
was establichied in 197 forcing all commerclal banks to open up

48
» offices in evory nook and c-rrmer of the ccuntry.
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The programme was planned in three phases. The first
phase started in July 1977 and ended in June 1580, 200 bank
branches were to be opened under the phase. By the end of the
first phase, 188 bank branches were already opened. The second
phase come up in August 1980 and ended in December 1983, 242 bank
offices were scheduled to be opened all over the country. fthe
total nurker of bank offices to be opened under the second phase
were yet to be completed when phase three came up by 31lst sugust
1985, With the expansion of bank offices under this scheme, the
total number of bank branches in the country rose from 450 in
1974 just before the introduction of the programme o 1305 in
198+, ten years after the programme.

cne can then conglude that the rurzl banking programme has
really gone a long way in opening up of more bank offices in the
rural arezs, at least bringing the rural populace to the nzaness
of the baixking services esgpecially their credit facilities and
therefore has gone a long way to assist the ACGSF in realising

t5 objectivesa
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CHAPTER FQOUR

ANALYSTIS CF THE RESEARCH FINDINGS

4.0  The main purpose of this investigation is to appraise the S
ACGSF in terms of its contribution to the development of the
peasant agriculture by way of facilitating the flow of credit
from the banks to the peasant farmers in Idah Local Government
Area of Benue State. Data for this study were collected through
a survey in the Local Government Areas.
The analysis of data attempts teo provide answers to the

following research questions, (1) What are the sources of credit

[ SR

to the peasant farmers in the LGA. (2) what is the magnitude of .

bank loans under the scheme to the peasant farmers in terms of
number and amount., (3) The number and amount of loans allocated
ts each categqory of farmers, [(4) The amount allocated to each
agricultirral subszctor. (5) what is the default or recovery rate,
{(8) How many default claims have been so far settled,

The enswers to these questions which will be provided by the
regearch findings will enable the study to know whether the ACGSF
has actuzlly succeeded in developing the peasant farmer by way of
facilitating the flow cof enough credit from the banks to him. If

it has not, the findings will provide reasons for this.

The research findings is going to be descriptive with
analviic-l zelisnce grimarily on tabular and graphic presentation.

4 Reg-cnse of trhe Farmers to the Cuestionnaires

Pl ot KR AL LN

4 Cut of the BOOI*uestionnaires administered, 230 responded,

rerresenting 7%k 70 questionnaires wera unrecovered. out of this,-

4% pofused to respend clainming that it wasz an indirect tax
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éssessment exerclise or a way of“tracking them dewn for
prosecuticn because of their loan default under the schone.

10 farmers claimed that their farming and that of their
forefathers had nothing to do with filling a fornm or any form of
education and therefore threw them back to me uncompleted.

35 were not recovered at all despite repeated efforts. The
farmers disappeared to their farm settiements immediately they
cellected the questionnaires and they only reappear after the
farming season. Their farm settlements are inaccessible due to
their riverine nature except only during dry seasecn. 184 or 80%
of the farmers who responded to the questionnaires were full

time farmers and 45 or 20% were part-time farmers. (They engaged
in other activities like trading, teaching, contracting, crafting
work, etc,}. 200 cut of the 230 farmers who responded engaged

in crop Faraing, 20 farrers engaged in livestock productien, and

10 farmers engaged in poultry farming.

4,2 Sources and Value of Credit to Farmers .

The sources of credit in the research area are instltutional
sourcaes wnich include, commegcial banks and neon-Institubicnal
sources wihich include friends and relatives, méney lenderz,
farmers societies etc.

we found that credit from non=institutional scurces was
mare sigrificant than that from institutiocnal scurces, Credit in
thig area is being used for payment of hired lekeur, tractor

niring and purchase of other simple farm equipment like chemicals,.

noeg and cutlasses,
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out of the 230 questionnaifes completed and returned, only
92 or 40% sought for agricultural loan from commercial banks and
only 4r or 2Q0% actuall got the loan. 100 or 43% had sought and
obtained loans frem non-institutional sources, 38 or 17% did not
agk for any sought of agricultural lcan. 44 or 20% asked but
failed to obtain credit from banks because they could not provide
the required colateral. 3Some of those that neither asked nor
obtained zsgricultural credit explained that they were not aware
of such focilities while the rest claimed that they had enough
finance to carry out their farming activities withou: credit.
Their farming activities are however on a very small scale in
most of the cases, (see table 1) IR

Table 1: Sources of Credit and number

Sources of Credit No. of Farmers ]
Tnstitutional | 45 20
MNon-Institutional . . 100 : 43
Sels Punding B4 , 37

mota ' 230 160

Sources Derived from responses to the research questionnaire

4.3 3ize of Credit in Relation to Scurce of Credit

out of the 44 or 20% of the farmers who benefited from the

-

institutional sourzes of credit 20 or 43% got credit between M5C0
to #1,000, 14 or 31% got credit between N1001 and N5,000 while
only 2 or 4,1% got above N50,000. =~ - v s

Credit frcm non~institutional sourées ware blgger in number

but smaller in anount. 80% or so of credit from this source was

bBelow :50C, 20 or 20% was above W500 but never up o 145,000,




Table 2 below shows that none of the loans granted by the
institutional scurce was below N100., 20 cr 43% or the loans from
this source lay within #500 and #¥1,000. Credit from the non-
institutional scurce on the other hand was more concentrated within

the range of N101 to W500, Only 5 or 5% was above w500. (see table 2)

Table 2: Size of Credit in Relation to Scurces of Credit

Amount Institutional Non-Institutional
(%) N e % Noe 4
Below #iCC - - 20 20
101 - N500 : 10 22 . 80 €0
501 - #1000 20 43 15 . 15
1001 ~ N5000 14 cy! 5 5
5001 & above . 2 4.1 - -
Total 4r 100 100 160

Scurce: Derived from research questionnaires.

4.4 Categories of Farmers in Relation to thely
Scurcns ol Jredit

In the resesrch area farmers were categorised according to
the size of their farm land. The analysis of the loan according to
categories of the farmers and their sourcs of credit is aimed ak
asgertaining what categories of farmers benefif mgre from e
instituticnal SOULT23.

Three categories of farmers are normally identified in
agriculture, Small scale, medium scale and large scale farmers.

-
Small scale fermers as defined by Arokeyc ™ refer to farmers witn
few cultivated hecters (less than 10 hecters) of land who depend

- on their family lsbour and produce little above tlg subsistence
needs. hile large scale farmers are those who ovn and cultivate

large hecters (rore than 50 hecters) of land, hire labour to de

-
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their farm work and employ the use of farm equipment, Small scale
farmers as definec by Ukpabia2 are those farmers who grow food
crops for their own home consumption with only incidental and
occasional marketszble surplus and regard farming as a means of
livelihocds Ukpabia on the other hand defined.large scale farmers
as those farmers that produce food crops for the need of the family
but in linited amcunt relative to cash crops. They are commercially
oriented, striving to make as much profit as possible.

These three categories of farmers were identified in the study
area, The small scale farmers have farm holdings less than 10
hecters on the average; depend on their family labour, produce a
little above subsistence, spend little money in doing farm work such
as purchase of chemicals, hiring tractors, etc, and realise little
income from their farm produce.

The medium scale farmers in the area cultivate between 10 to
53 hecters, hire = little labour to augment family labour, and hire
or purchase farm imputs like machinery and chemicals, The large
scale farmers in the area depend entirely on hired labour and
prurchase ~ost of the farm equipment including tractors. Their farm
» £2 hectars. They spend a lot of money on thelr
farm woriz and rezlise high income.

out of the 230 farmers that responded to the questionnaires,
150 or #7% were srzll scale farmerz, %<0 cr 27% were mediun scale
Farmars iiile 20 or £.1% were large scale farmers. cCut of the 150
small scile farmers, only 10 or L.77% were able to obtain credit
frem institutional sources while £0 c-’401 could cnly ¢ in credit
s. &80 or 53,3 of them wers self funding.

esis snaRet s AR R A0 I
from nen=institutional scurces,
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Out of the ~0 medium scale farmers 18 or 3C% received loans from
banks, 12 or 20% got loans from non-institutional sources while

30 or 500 vere self funding. 18 or 90% of the large scale farmers
got leoan Ifren thé banks, while 1 or 5% obtained loan frem nons-
instituticnal sources. Only 1 or 5% was self funding (see table 3]

1t could ke cbserved from the above that, while 80 or 53.3%
were self funding améngst small scale farmers, only 1 or 3% of
large scale farmers were self funding. As many as 19 or 95% of
large scile farmers receive credit from both instituticnsl and
non=institutional sources, only 70 or 48.7% of small scale farmers
obtained credit from the two sources.

If we look at the concentration of the farmers that were given
credit by both institutional and non—institutional sources, it will
be seen that banks concentrated their credit on medium and large
scale farmers. 7Table 3 also shows that while 18 or 280% of bank
credit went to each of the medium and large scale farrers, only 12
or ﬁ.?ﬁ of bank credit went to small scale farmerse. ¢n the other
hand, the non~institutional credit facilities went mostly to the

gmill o=i2 Ffarmers.  as nany as 20 cr 40% of the noneinstitutionzl

ot e wa

InFat-)

loans wen: to the snall scale farmers while enly 12 or 2% and 1 or
5% of the loans went to the medium and large scale farrers

respectively. (see table 3) e
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their Source of Credit

Boarci Sﬁgll scaie Medium Scale Large scaie
e P NO - % . %
Institutional 10 [ 18 30 18 S0
Non-Institutional O 40 12 20 1 5
self Funding 80 53.3 30 50 1 5
Total 150 100 0 100 20 100

Sources Jerived from responses to research questionnaires

4,5 Distributicn of Credit by Maturity: Terms of Credit

Terms of credit refer to conditions for granting credit. The
terms of credit under the ACGSF are provided for by the ACGSF
decree., This refers to the conditions for granting credit, types
of colateral required, the disbursement pattern of credit, repayment
schedule, interest rate and penalties attached to the non-repayment
of credit.

In the research area, the non-institutional sources of credit

had no securities requirement attached to them but only guarantee

i or a prominent perscnality in the society and

~m mersenal merit., Bank credit in the area required any

s on pe
of the following; a personal surety of applicant by bank workers,
cortificate of farm land ownership and certificate of fixed assets

11%s bulliiacs, These ara however not easy to ccmeby by the

B .

razsant —pes = the area and hence the poor patronage of the

formal inmatitution - only 47 farmers got loans out of 92
»
applicaticns and cut of this only 10 were small scale farmers. The

i +he area are therefore forced to depend on non=-

jnstituticnal credit for their credit neeods.
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This finding is similar to that of Osuntogun3 an "the
Nigerien aAgricultural Bank® where he observed that the demand of
tangible security by banks are not within the reach of the snall
scale farmers who constitute the majority of the Nigerian farming
populations

With respect to the interest rate charged, credit frem non-
institutional sources especially, from money lenders attrack
higher interest rates than those from institutional scurces. Those
from friends and relatives attract no interest at all but tcokens
of gratitude in ltind which are made up of farm produce are often
taken to such friends and relatives after harvest. The estimates
of such token are not easy because they often vary. As much as 20%,
that is on each #100 are often charéed on loang from money lenders.

The interegt rate charged by the banks is fixed by the ACGSF
Acte This is Z% in the research area. This is by far helow tha’
of the non=institutlonal sources and also below the market rate of
interest., ' ' )

Tt is the type of credit that determine the terms of credit
rapayments “his varies from short, medium to long terms. 3short
term credit covers only a teriod of one yeér and is used nmainly
for crop farming. The terms of credit must be fully repaid within
12 = 34 men=hz. This is mainly for poultry farming. The loan must
be repald wizhin this pericd. Leng term credit Is for a peried
beyond 37 ronthece It is often used for livestock production.

The greater proportion of the credit granted to farmers by
banks in the study area in terns of numbers is of a short ternm

duration. Indicating that crop farming dominated the credit and
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should be repaid within one year. For instance, out of the 4
Loans granted by banks in the stqdy area 40 or B7% are for short
term duration while 2 or 13% were for medium term. None was for
long term, {sce table 4). R ﬁ:'i m . R ;m_mf.';

Table 4; Distribution of Credit by Maturity: Terms of Credit

Types ox Credit Noa ™
Short. Term 40 __ 87
Mediun Term 6 13
Long Term - -
Total  ge R 100

Source; Derived from responses to research questionnaires,
In response to the question on the problems they encounter inhﬂh}
obtaining bank loan, the farmers in.the research area enumerated
their problems to include the following, They claimed that the
types of colateral demanded by banks were beyond their reach,
They also complained about the banks inability to process
applications promptly, the inadequate amount of loans, irregular
disbursenent of aprroved loans and shortness of the grace pericd
which hags adverse effect on repayment. In explaining why they
sometimes fail to repay’loans, they blamed it on crop failures
that may result from a&verse weather and diseases and pests attack
in sone vears. They also mentiocned some unfavourable government
economic policies, For example the ban cn importation of maize
adversely affected the poultry farmers by the scarchy of feeds
that fpii%ﬁeé.the ban. The land use Decree also rakes it very E
difficult %or them to obtain the certificate of ocrzupancy (cef <)

which they can tender as security for loans from banks, they
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added - Gumership éf Land is now vested in the government -
Inadequate pdank offlces makes it difficult to cbtain services
frém the bonks as they would need to travel long distances to
reach the nearest bank office. They claimed that they do not have
the resources to meet the costs of such travels, The surervision
from the banks they claimed was inadequate as at most only one
visit is paid especially at the crsdit assessement stage.
Throughout the croping pericd the farmers are left to grope with
series of farm problems which they often lacked the technicality
to tackle. This often leads to peoor harvest,

4.4 Analvsis of Research Finding from Commercial Banks

Benue Stake with a population of 5 million has 70 kank
offices as at 1288. Idah Local Government Area which is the study
area is one of the 13 Local Governmént Areas of Benue Stzte, It
has a population of 340,250 and has 6 bank offices.4

_ Before the Introduction of the Rural banking programme in
197<, Idsh had only one bank office., There is ne merchant or
cooperative banks in the Jocal government area.

one of the ebjectives of the study is to know the amount and

the nlurher of farmers that have benefited from the ACG3T coadit as

- -

T

granted by e » commercial banks in the La.3.1s The banks in the
LGA follow the guidelines of the ACG3F in granting their credit,
They demard for tangible colateral énd charge 8% interest ralc.
They grant short term credit for crop farming and medium tein
soultry farming while long term credit is granted fer

R W )

credit foro
live stock farming.
An eovlicaticn for credit iz made on a prescribed Zorm in

the banl: v:here an applicant wants to obtain the loan and where he

has -<n account tce.
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If the appiication is approved by the commercial bank the form
is referred to the agricultural officer in the bank's headquarters
- who is expectoed to make a thorough investigation of the farmer and -
' his croping and inspect the farm land. The agricultural officer
prodﬁces his findings in three copies. One copy is sent to CBN,
one to the banks cain branch office in the state headquarters and
the third retained by the Agricultural Officer.

A proper supervision is to be given by any bank that grants
the credit and the CBN that manages the scheme. This is necessary
to avoid credit diversion by farmers.

The credit for creop farming is disbursed in three stages

which is supposed to coincide with three stages of supervision. -

The first is given at the beginning of the farming season. This ié.
meant for the payment of hired labour and tractor that do the
clearing, pleughing, ridging of farm land and planting of cropse.
The agricultural officer carries out the first supervisicon at this

stages This is to ensure that the credit is strictly used for the

above purnposes., it the end of this; the second stage comes in

with the disburszorent of the zsecond instalment which is meant for

the pufchase of chericals and for the payment of hiréd labour for

the weeding of the farm lands. The second supervision also comes -

at this stage. The third and last part of the crediit is disbursed
to the Furrrer during the time of harvest., This is used to pay
hired labour for harvesting, storage and transpertation of the
R »

Por credit sranted for the purchase cf tracters, a farmer is

praductse.

asked to provide an invoice from the company selliny the tractor,



i
G-

A bank draft is Issued in the name of the company and in the
cempany of the ctricultural officer, the bank draft is taken to
the companye Inpcrtant documents of the tractor are taken to the
bank that granted the credit,

In case of any default, the CBN répays 75% while the
commercial bank loses 25%. The commercial bank makes a rerort of
the defaulter tc the CBN who is expected to charce him to court.

The distribution of the banks credit to farmers in the
research area can better be analysed according to the contribution
made by each of the banks.,

4.,7.1 Union Bank of Nigeria plc, Idah

Th~ Unicn Bank situated at Idah town was established in 1576
just before the first phase of the Rural Banking Programme. It is
the oldest bank in the LGA. The ba%k gave a total of 13 agricultural
loans valued at {123,700 over the period under study. Year by year

s =

breaktdowm o e loan shows that between 1978 and 1285 the bank did

- e

not grant any agricultural credit. In 198f a total of 2 credits

valued at 31,500 were granted, out of this one credit valued at

#2,700 was Scr small scale farming while one medium scale farming

lezn valusd =t :2%,0C0 was also granted, There was no larje czcale
loan granted for thisg year. (see table 5(a)). In the same yrear

crop farming had one loan valued at 12,500, while animal husbandry
had one leoan valued at 429,000, .also for this year thera was no

loan for =nlan®zticn agriculture., (see table 5(=)°,

i - -

1967 srall scale farmers had five loans valued at

: & 4 1
< LSS s Shal

¥21,200 while recium scale farr #5 had two loans ued &t 1443,CCC.

: ~d oY £
There was no lo-ns for large scale farmers, This gave a total ol

seven lcanz vzlued at NF4G,000 (see table 5(a).
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Of this crop farning had five loans valued at #38,0C0 and animal
husbandry had a total of two loans valued at 7343,220. Also for
this year there was no loan for plantation agriculture (see table 5(b)

For the year 1988, a total of & loans valued at 128,000 were
granted by the banks oOut of this, small scale farming had.4 loans
valued at #14,000 and medium scale farmers had a total of 2 loans
valued at ii14,000 (see table 5(a). All the loans for this year
was for crop farming (see table 5(b),

All the loans granted by the bank throughout the period were
of short term duration,

The response of the farmers in repaying the credit was just
average at the end of the loan period. However farmers continued
to repay the loans years after and eventually liquidated the loans.
(see table 5(b).

The bank was very far from meeting the CBN credit guideline
for agricultural sector. From the inception of the bank to 1985
the bank granted no agricultural credit at all, meaning that it
met a zero percent of the CBN guideline over this period. Even
ecrs it granted agricultural credit, there was no

year it met up %o 5C% of the required rate. (see tadle S(b)).



Table S(a)s Distribution of Loan by Categories

Union Banlt of ligeria, Idah Branch

(€7

1978-83 1984 1985
:';OI “ -l\b. -' l\b. J-‘

15848
No. H

1587
No. .

1988

De

Larce Scale - - - - P
Total — - - - . ;"

1 2500

1 25000

2 31500

3 21000

2 43C00

7 #4000

a

n

Table 5(b): Distribution of Loan by Sectors

Crop - - - - &

Mj-nlal - - - e - -

Plantation - =, e e
Total =4 - - - - -
% Recovercd - - @ e

% of CBN
Directive net - - - - — -

1 29000

1 2500

2 315C0

30%

5%

5 38000

n

4322

7 £4220

-

&%

28000

28000

3%

Source: Derived from responses to research questionnaires.

1 = = L amds Mo 02 o 3 -1 Ve -
‘se " mi Pl fv <2NK JdJerla PiCy Akpanya
7 =i md Tamis o T ~ ol de Fpv ACQT Em7 T gt -
The Flzst Zank at skpanya was established in 16387 folloWing

third phase cf the Rural Banking Programre,

angricultural credit

- - 2. e | 32 de g -1 + 3
a T mamemgmdemd B e valued at inel 4l

Adli 2d00 mw e emibeta J e e e

to mediun 3¢

c-le farmers who were mainly crop farnm

It did not give any

=
€= -

«17

rt

1 the

wore of short te. ® duration. The r -overy rate was above average -

£0%. It was able tc meet 30% of the CBI credit guideline for

Agricultural Sector. (see tables #(a) and A(b)).



Table A(a): Distribution of Loan by Categories

First Bank - “kpanya

Categories 1978-83 1984 1985 1986 1987 N

Small Scale - - - - - - -
Medium Scale - - - - - 5 30,000

Large Scale - - - - - - =

Total - - - - - 5 30,000

Table A(b): Distribution of Loan by Sectors

Plan‘.:atic:'i - - - - - - -

Total - - - - - 5 30,000

% Recovery - - - - - - 0%
% of C3i Jixcctive - - - - - S 20%

Source: Derived from response to research questionnaire

4.%2,3 First Bank Nigeria Plc. Itobe B

Tizsst Zank located at Itobe was established in 198f, It

—

.!-v‘@

-l

L2t Apem el e Th smer - EL e v I epoeey S
was uat 2637 Ehat it gave out her first agricultural credit. A

total of 8 lcans valued at HB87,000 were granted for the tio years

of 1987 and 1988, 1In 1987 a total of 2 loans valued at W15,000

sws meemiod fn medium ecilae farmers for crop production. For 1988
small =S cans ! 3t N22,000 were granted and 2 medium

scile leans valued at 152,000 were granted. All the loans were
: ; L ot
rming and for shor. term maturity. 71 - recovery rate

spressive - £9% for 1937 and 40% in 198S.

]
“
t_la

T

s a percentage of C3N eredit guideline the bank met only 3%

Ao =& Lo

1987 &4 S in 1988. (se akla T(a & b)



e 7(a): Distribution of Loan by Categories

Pirst Bank !igeria pPlec, Itcbe

Categories 1573-83 1284 1985 1986 ,,1987‘ NO 195;
Small Scale - - - - - - 4 20,C00
Medium Scale - - - - 2 15000 2 52,000
Large Scale = - - - - - - -

Total - - - - 2 15000 = 72,0C0
Table 7(b): Distribution of Loans by Sectors
Crop - - - - 2 15000 & 72,000
Animal - - - - - - - -
Plantation - - - - - - - -
Total - - - - 2 15000 = 72,000
“ Recovery - - - - 5% 407
% of CBi Diractive - - - - 3 57

Source: Derived from responses to research questionnaire.

4.2,4 Lobi Bank Nigeria

Plc, Ejule

Lobi 3ank, the Benue State owned bank was established at Ejule

t5 287, It has grantsd credit to agriculture for cnly cne year
tadimin 4 A0a0 e 1 A~f A - ] att g : TR g
wnich is 1988. A total of 8 loans valued at NS5/,CC0 were grante

All the loans were for crcps farming.

O SR
mesiumn sSC

= .

Arsmaded -
- et -
The locn repaymenc w

-.’.ee table £(a2) anc .b)).

e farmer got the loan,

¢ small scale farmers and 2

A1l the loans were of short term
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Table 8(s): Distribution of Loans by Categorias

Lobi Bank !igeria Ple, Ejule -
categories 1976-83 1984 185 186 1987 . oo
D - ¥

Small Scale - - - - - A 18,000
Medium Scale - - - - - 2 35,000
Large Scale - - - - - -

Total - - - - - 2] 52,000
Table 8(b): Distribution of Loans by Sectors
Crop _ - - - - - 8 56,000

D

Animal Co - - - - - - -
Total .- - - - - 8 54,000
% Recovery - - - - - 2%
% of CBN Direcltive - - - - - 109%

Source: perived from responses to research questionnaire.

-

44%.5 Unien Bank Nigeria Plc, Ugwolawo

Unicn Zank at Uswelawe wag established in 1987 as an agency
of Idah brznch. It ¢operates only twice in a week. Tuesdavs and
Thursdays. It had no authority to grant agricultural loan. It
directed all loan applications to the main branch at Idah which

considered such loans along side her own applicants, Therz is

L .

however no separate record about the Ugwolawe loan applicanis in

Id__a_h_br anch.

4.5.6 United 3ank f-r Africa plc, Idah Branch

UsA wasg established at Idah in 19383 and started giving agricul-

T kural credit In 1584. In 1734 one loan vilued at HSS;OCC was glven

-~
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to a medium scale farmer for crop farming, This represented only
10% of Central Bank of Nigeria guideline. 20% of the loan was
recovered &t the end of the year. 1In 1985, a total of 4 lcans
valued at [#40,000 were given to medium scale farmers, 3 were for
crop farming and one for animal husbandry. 50% o; the loans were
recovered at the end of the year. Only 2.5% of the CBN credit
guideline was met and all the loans were for short term duration.
In 1986 a total of 17 loans valued at N92,400 were granted, & were
to small scale farmers while 2 were for medium scale farming and
one for lerge scale farminge 12 of the loans were for crop farming
and 5 for animal husbandry. There was no loan for plantation
agriculture. 45% of the total loans were recovered at the end

of the year. The total loans represented only 5% of CBN credit
guideline, All the loans were on short term basis,

For 1927 a total of H1E9,200C was granted as loans to 72

fu

farmers. Cut of this 2 were medium scale farmers while 10 were
small scale farmers and 2 for large scale. : All the loans were on
short term Bosis. #92,200 was for crop farming while animal
husbandr; had N92,0C. 40% of the loans were recovered at the end
of the pericde The total loan ropresented about 0% of CBN
directive. In 1688, a total of 186 leoans valued at N251,400 wara
granted. 2 farmers were large scale, 5 were medium scale vhile 30
ware zmall gcale farmers., The loans were all for short term
duration, Csop farming and animal husbandry farming got the loans
while plantation agriculture had none. 45% of the loans wore

racover=d ak the end of the first year. ®hls loan represe 1 45%

of the ¢3! directive for that yeer. (see table 9(a) and (Z)}.



Table 9(a): Distribution of Loans by categories

United Bank for Africa (U3A), Idah Branch

Categories  1978-83 }:;984 . N:%i N:%; ;98; N;%i
small Scale “ - - = = & 32000 10 50000 30 150000
Medium Scile = 1 35000 4 40000 2 12400 2 39200 5 139400
Large Scale - - - = = 1 5900 2 10000 2 100000
Total - 1 35000 4 40000 17 92400 72 18920037 251400

Table 9(b): Distribution of Loans by Sectors

Crop - 1 35000 3 30000 12 62000 €0 97200 30 200000

Animal - - - 1 10000 5 30000 12 92000 7 51000

Plantaticn - - - - - e m -
Total - 1 35000 4 40000 17 92400 72 189200 37 251400

Source; Derived from responses to research questionnaires.
In the final analysis therefore 112 loans valued at N-08,0CC
were granted in the study area by UBA in the scheme so far.

fote: The §ive banks grinted a total of 148 loans valued at

| ——
4©24,700. Cuk of this, 70 loans valued at N172,500 were small scale

R - v - e aaady

loans «hila 20 leans valued at N4Be,000 were mediun scale loanse.

Large scale farmers got 5 loans valued at %250,000.

Banks were slsc asked what problems they encounter in the

acukion oF the rrogzamre In the study arca, They enumerated
gome prablins which includes (1) The interest rate which they clained

was far below the rate cbtainable in other sectors of the cconcny.
(2) The suarantee rate w:s too low to allow them take the ris. of
(2) The default rate which they

granting credit to the scc

complained hzs beon on the increase.
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(4) Inadequecy cof securities from farmers (5) Insincerity of some
farmers resulting in wrong information and credit diversiocn,
{7} Slow pace In the gettlement of default claims. Thiz makes
less funds available for credit granting.

The C3{ in expfnining the purported delay, complained about
the failure of the banks to file the required returns on lecan with
the fund and comply with the procedure for filing claims as
prescribed in the scheme guidelines. BRanks have been knovm in
many cases to rush to file claims upon experiencing some deliquency
without making cnough efforts if any, to recover the loansg and
dispesing of the securities and claiming the balance from the fund.

The defaulters have been known to resume payment in some of the

cases filed on acccunt of claims already made.

4,7 éummary and Conclusion from Findings

The following conclusion and summary are drawn frem the

findings sc far presented:

(1) It was discovered from the survey that non-institutional
credit sources which comprise friends/relatives, money
lenders, in form of farmers socleties dominated the
rural credit environment. For example it consztituted
43, of the total credit granted to farmers while
ings=itutiennl sources ceoprising of commepcial banks

PRt B

constitute only 207.

4 L uhg “'w'-.



(2)

(3)

(4)

90.
it was also indicated in the survey that credit from banks
went to medium and large scale farmers with only very few
small scale farmers benefitting. For instance while only 10
or €47 small scale farmers benefitted from bank loans, 18
each of medium and large scale farmers respectively benefitted
representing 30% and 90% respectively,
It was also observed that the small scale farmers depended
more on their income for their farm work than both the medium
and large scale farmers. For example 80 or 53,3% of small
scale farmers were self funding while only 30 or 70% medium
scale farmers and 1 or 5% large scale farmers were self funding.
The amount of credit granted by the banks to farmers are
larger in size than the one granted by the non-=institutional
sources, While 20 or 43% of the credit from banks lie
between 501 - 1,00C and 14 or 31% between 1001 - 5,000 that
of non-institutional sources were 15 or 15% and 5 or 5% for
the same ranges respectively. This is an indication that
the banks have greater potentiality in granting larger

crodit than the non-institutional sources.

Iy

U S
-..C\—-.l— L

The gu rvey indicated that there are more small scale farmers

P

in the study area than both medium and large scale farmers
corbineds For example, 150 or 55% were small scale farmers

» 1571 were mediun and large scale farmers combined. The

e »f this is that the bulkx of the food needs of

- .~
B i e T o i =

the area is provided by the small scale farmers and all

ayriculturzl credit policies should be directed towards them.
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(7)

(8)

1.

Majority of the loan applications to the commercial banks
were unsuccessful. For instance only 4~ out of 92 applicants
were successful representing 50%.

Interest rates charged by non-institutional sources where
they existed were higher than that on bank loans. For
instance it was estimated at 20% for non-instituticnal
sources while it is 8% for bank loans. This would have
served as an incentive to farmers to borrow from banks but
the colateral requirements scare them.

It was discovered from the study area that all *he loans
from the banks were of short term duration. This compelled
the farmers to concentrate on crop farming which matures in
one year so that they can use the proceeds to repay loans
within the stipulated time.

It was discovered that most of the farmers in the study

area were not able to cobtain loans from the banks easily and
could not make prompt repayments due to the following
problems; the required security was not easy to comeby by the
snall scole farmers especially the certificate of occuraney
and lack ¢ coopecrative societies to allow for group acilar

The banks also are accused of delays in loan approv:l and

disbursement is often late and irregular when credit is

avantually granted., They also had to travel wvery long
iigtance toc rzach the nearest bank office, This wastod tlime
and money as several trips were often made to obtala a lonr.

For example there are only € bank offices for 340,250 peorls.
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{10)

{11)

bt b

" ihe areds

o2,

The unpredicable weather and disease and pests infestation
are instrumental to the farmers inability to repay loans.
They also conplained about lack of adequate supervision and
expert advice from the lending bhanks as adversely affecting
their productivity,

out cf the six commercial banks in the area, none of them
granted agricultural credit earlier than 1984, despite the
fact that some of them existed before the intreduction of
ATCSF. This implies that the scheme had only operated in
the area for five years, out of eleven years of its
existence, The farmers had therefore lost ample P
opportunities to develop which their counterparts in other;;
areas had been enjoying for many years, '
The nurber of bank offices in the research area is so few _h
cerpared to the popilation and the need for bank services
by the populace. Only six bank offices to a population of

340,250 and with one as just an agency. This amountsto

' 52,705 persons per bank. This means that only very few will

Be sorved leaving the majority of the peasants ignorant of
the existence of guch services.

The magnitude of the loans grgnted by the commercial banks in
nuher and anount was too small compared to the population
and lond arera, Por instance 1438 lcans valued at 4904, 700

wers granted for the five years to a population of 340,330 of

o e s . .
of which % of it is arable. This inadequacy has gone a Iong

ich 85% of them are farmers and a land area of 7,094 sq.kn

wa; to perpetrate the financial constraint of the farmers in

e e e e ime e, me
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{13) The manks regarded the concensional interest rate and the
guarantce rate as inadequate to lure them into acktive
participation in the scheme., They remarked that they could earn

more in other sectors that are ewven less risky. .

(14) Most of the banks did not have adequate and appropriate staff
2.9« agricultural officers to handle agricultural credit
adecquatelye.

(15) The benks also complained about inadequate funds and this
limitzs their scope of participation in the scheme.

{17) fThe banks recorded some defaults and this went a long way to
limit their capability to give more loans. It serves as a
disincentive to agricultural financing.

(17) They alsc complained about the CBN's delay in the settlement
of their default claims which leaves them with limited finance
to cdvance mere cradit,

(18} It was alsoc observed from the survey that ncne of the five
banks met up to half of the CBN credit gquideline on their
loan diskbursement to the agricultural sector. This is
gross disezedience despite the not-=teo=lcw racover ote
for thie area.

(19) The 3 on her own part explained delay in the payment of
default ¢laims as dus to the uncooperative attitude of the
commerelal banks ia Fulfiling their oswn pard of the remire-

ment ecpecially f£illing the returns promptly and ade lately.

Lt e - ST ‘.
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CHAPTER FIVE

SUITIARY CONCLUSION AND RECOMMEND\TIO:N

5.1 Sumnary of study

The peasant farmers face financial constraint in their
effort to develeop and increase their productivity in order to meet
the increasing need of food in Nigeria. 1hile their income is too
low to meet their financial needs in the farm, the non-institutional
sources of credit have not been able to meet this requirement due
to their smallness in amount, The institutional sources especially
the commercicl banks that would have been able to provide the
needed additicnal finance adequately have denied the peasant
farmers their loan facilities due to their inability to meet their
demands of tangible securities. Cqmmercial banks are more
interested in other sectors of the economy like transportaticn,
coastruction, mining, housing etc. where development are more rapid,
have higher yiclds and with less uncertainty,

The Federal Government had no option other than to apply
adeguate measures that would ensure adequate finance from commercial
banks to the recsant farmers. One of such measures is the ragulation
thiat requiras the commercicl banks to set aside certain mialmn
percentage o tieir loans and advances to the agricultural sector,
Also in order to minimise the commercial banks risk rates in

granting cz2iit to the agricultursl sector, the government

R L P T ol 2 -
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The purpose of this stucy was to appraise tie perfornance of
this ACGS® in the development cf peasant agriculture by woy of
facilitating the flow of credit from the commercial banks %o the

farmers especially the peasant farmers with particular rcference to



This development appraisal was assessed in terms of number
and amount of banks credit that went to how many peasant farmers
and each agricultural subsectors in the area as a result of the
introduction of the scheme, It was also intended to identify its
problems and offer useful suggestions for improving its
functioning.

The methodology adopted for the study was the case study and
survey method.@uestionnaires were drafted for about 300 randomly
selected farmers in Idah LGA and six commercial banks operating in
the arca. Data used in this study were those collected from the
responses to these questionnaires and those from the secondary
sources like the CBN publications.

52 Summary of Findings of the Study

The typical Idah LGA peasant farmers classified as small
scale farrers make very little expenses on their farms and earn very
little for incomes They produce for subsistence and very little
for sale. They use their family labour and adopt traditional tools
for farming., They do not spend much on-tractor hiring and other
yield im-roving imputs like farm chemicals.

2y depend on their

sources o= credit for their agricultural develcpment. Finance from
hese twe sources are so small that they cannot cover most of their
farm expenditure, They cannot cover large acres of land, hire

end tractor services, and cannot purchase enougl
S i y d £ purchase encugh

I

10
‘hey thersfore end up with low productivity and low
T™ey have no adequate access to bank credit, The non=
institutizaal sources of credit are more popular arong the peasant

farmers in the area than the instituticnal scurces of credit like

the b nc.
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The small scale farmer did not benefit much from bank loans,
only the medium =nd large scale farmers got most of the loans in
termslof amount.

Host of the applications in the study area were unsuccessful
over the period despite the fact that none of the'banks granted
agricultural credit earlier than 1984, Even when granted it was
for short term durztion. Ccmpared to the population of farmers
and the lond erez, the magnitude of the credit from the commercial
bank iz grossly inadequate for any effective farming development
over the pericd,

The nunber of bank officers is also grossly inadequate to
allow for an effective coverage of the peasantry.

On the factors that were responsible for ineffective
performance of the scheme in the sﬁudy area, all the parties
involved in the execution of the programme were identified to have
contributed in cne way or the other. The peasant farrers wer» ach
repaying loans promptly due to several handicaps confronting them
in their farming activities such as inaccessible expert advice,
adverse weather, disease and pests attacks, irregular disbursement

of loans -nd gshert term naoture of ereditz, The eznmersial bunks

on their cwn part Sailed to extond enough eredits to the farnmers

especially the s=z&ll scale due to a nurber of reasons which

included lack of acceptable cclateral from the farmers, inadejuate

fundg, 1o intersst and juapantas rtes, Impromps paynent of loins,
t - - Tav 1n =1 & E AnlassY il =1
high default rates and cdelay in the settlement of defaull cl . Lis

by the CBl. The CBN however blaned the cigmercial barnks for the

-tk & —.-\h."l-h“"i 1= '_‘liff:'.ult f.‘l-‘ii-"-’-'s-

delay as they sutrnit Inapprep
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The nunber of bank offices was alse found to be inadequate
for an effective coverage of the populace.
5.3 Concldsion

The research findings in the study area enables us to conclude
that various efforts made by the Federal Government to revive |
agricultural sector by way of credit facilities are not based on
the conditions of production of the peasant farmers who form the
bulk of the population that constitute the farming sector as Abalu
and Famoriyo earlier found,i. but on large scale farmers. Banks
have been left to give agricultural credit to large farmers who
could forward securities required by the banks while majority of the
small scale farmers who could not forward the banks required securify,
but for whose purpcse ACGSF was established did not benefit from the
credit facilities. This narrows do@n to the improper implementation
of the schenme by the Federal Government, For Nigeria to boast of
agriculturzl development and be seltr-reliant in food production,
earn more foreign exchange and provide enough raw material for the
increasing industries, modern agricultural incentives must be at the
reach of thie peasant farmers to raige their productivity. This can
anly be asscured if they have a steaay and adequate supply of credit
fc? short, medium and long term, ameng cother incentives. Only -

credit from the institutional sources especially banks can be big

and cheap cuough to meet the credit needs of the peasant farmers if

only it con be mode accesszidble to thema

ror the ACGSH to Le more effective in realising its set

objective, the anomalies so far identified in +yy execution of thr ... -

prograrime have to be roctifieds. Suggestions are advanced along

this linz.
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Se4 Recocryiendation

With respect to the findings made so far on the operations
of the schere in the study area, we make the following recommendations
which could contribute to the improvément of the scheme in the area.
There 15 the need’' to narrow the gap between the ACGSF interest
rate and other lending rates of the bank. In view of the zdverse
effects of concenticnary interest rate on bank lending to agriculture
there is the need to railse the interest rate above the current level
of 8% to a level not less than two percent points kelow the maximum
on other loans. This will attract the banks to lend more the
sector. The argument that a higher interest rate may scare the
farmers from obtaining bank credit may not hold because farmers
even borrow at a higher interest rates from non-institutional

SOUrCTes.

Different guarantee rercentages should be adepted feor small
and laroe formorsg The guarantee chould remain at 75% for e
large farmers but a higher level say, 80% should be adopted for the

small farmers, cocperative societies and other on-lending bodies.

The banl:s szhould also be made to observe the directive from the C3H

] Lo t 231 s g dd Y - & ‘g% - . TRL 7 e eepp .
to ignore Lic bangible socurities resulrements ¢ snall loans, Cede
. 5 ¥a B 3 % Y asa e . e - - 37 papmamy + - —~ gy v b

5003 and :-levs The cdvantage of Jdiscriminateory Suarantee

percentage in favour of loans to small farmers is that it will

Stnr; cheuld e faken to eliminate or reduce to the barast
minimun Eie lnereasing incidence of defaults, The reasures thint

could be taken jgclude judicial p>-cedure to recover loans.
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The fund should prosecute defaulters as provided for in section 15
of the ACGSF act, and publishing defaulters names in the press.
Further nmore the lending banks should prosecute defaulters for
recovery of loans as nothing stops them from doing so. Under the
scheme, the fund has never prosecuted defaulters nor has it any
explicit sanctions against defaulters apart from possible denial of
further loans to defaulters and exercising foreglosures on
securities,

Apart from prosecution of defaulters defaults can be reduced
through & number of preventive measures such as prompt and timely
approval and disbursement of adequate loans, supervision and
monitoring of the use of the loans and rendering the necessary
advice te farmers by the banks or government extension officers.
Factual feasibility reports should ﬁe prepared for large loans

and establighing the credit worthiness of farmers especially large

otk

ones.

Steps should be taken to settle default claims by commercial
banks within the shortest possible time in order to increase and
sustain the confidence of banks in the scheme.

Sanction should be instituted against those banks who fail to
subnit agrropriate returns on the operation of the scheme promptly
in view of the adverse effects such non-submission of returns has
on the crerations of the scheme especially payment of default claims,

Sters chould be token to reduce the transaction costs of both
tha leonder and the borrgwer in the scheme, The lenders transaction
co: include administrative costs and default risks. These costs

her on small and new borrowers than on large and

Transaction costs can be reduced through

m
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simplification and expedition of the lending process, decentralising
decision making and reduction in rede—tape amoﬁg cthers. In
particular, by removing or minimising delayé in processing,
approving and disbursing loans can reduce farmers travel expenses
and nunber of visits to banks by farmers,

Borrovers transaction costs comprise loan costs to the borrower
beyond intcrest payments such as gifts and bribes, in some cases to
influence lending, borrowers time and travel expenses incurred to
negotiate and pursue loan applications, make withdrawals and repay-
ment, Group lending and meckile banking are some of the ways
borrowers costs could be reduced, Through group lending, loans
and repayments are made the responsibility of the group rather than
individualse. For group lending to be successful, however, the
group shculd have a history that predates the introduction of a
credit pregrame thereby inducing a feeling of soclal solidarity
and trust s well as allowing economic homogenicty to ke bullt up
among the menbers,

It had been envisaged that lending through ccoperative
societies would be the main channcl through which loans under the
geiesma weuld roach the small farmers. Unfortunately thece
cocperative coclaeties have not pla;cd this role elfectively. 3Storg
should therclore be taken to re-ofgdnise, strengthen and develop
hem in orler to get the cooperatives play the rcle envisagad for
them under the scheme,

Delays in igsuing certificates of occupancy ghould b2 removed
or reduced fo the barest minimum, The delay in issuing it has

prevented nany farmers from benefiting from lending under fre schomo.

T Tone N



reach -f the peasent formers. This would reduce the waste of crops
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Also instructions to banks to walve the tendering of these
Certificates, collaterals and feasibility reports for farmers
borrowing small amounts should bhe reinforced. |

Banis should be made more accessible to the rural populace by
opening of rore branches In the rural arsas. This may be difficult
because of the high cost of establishing in these areas due to
inadequatz infrastructurel facllities. BRanks should therefore be
given inducemcnts and commissions like the raising of interest rate

on lending o the agricultural sector as has already been recommended.

The estabiishment of bank branches in the rural areas is pivotal to

agricultural credit. iy
B

The CBH should offer rediscounting facilities to banks up'to ,ﬁ;érf

15% on loig term loans granted to the sector. This is to induce o
hanks to give long term loans to farmers. Rediscounting sheould hbw—
ever be bDooad strictly on proven and established liquidity problems
in order to forstall its abuse by some bankse | | N

Banks personnel charged with the implementation of tﬁe scﬁeme
sheuld be stirengthened and trained to cope with it. More hands in
the area o project evaluation and analysis are needed, This could
ha dene In conjunctien with C3d under A special manpower development
ProOgramme

Tre zossibility of a quick pre-assessment of applications by
£3:] and o o-eigercus pursulii of a dynamic rural development strategy
for the wiizle country should be explored. This wouldlreduce”the
delay in grantincgloans and make av-‘lable the necessary rural ¢ i
infrastruciures for an offective farming. ' ‘

tcrage facilitlies should be made available and within the
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at the harvest season and consequent risk of loan default.
There is the need to review and evaluate the impact of ACGSF
periodically. This enables the early detection of possible bottle- -

‘necks before they cause irreparable harm to the scheme.

on

t iz necessary to study the profile of both rejected. and
other prospective applicants for loans under the scheme. This 1s
necessary for policy review purposes. There is enough justification
for creating a special monitoring and evaluation unit that can
compile and analyse the reguired data and information withia the
fund. Such decentralisation of activities would reduce inefficiencies
in applicetion assessment,

Contrary to the belief by some ecocnomists that private savings
capacity is non-existent or limited in developing countries, evidence
abounds of private savings potentials in these countries and that
considercble gaving could ke mobilised given the right policies and
incentives which include the availability nd accessibility of
savings institutions and attractive interest rates on deposits.

In Nigeria it is generally believed that substantial savings
capacities exigt, judging by the lavish spending on ceremonies and
the quantonm of cash brought out from homes during currency exchange
exercise, This could be deposited in banks and other firanelial
insztitutions and used for development through lending. This will
also go a long way to solve the commercial banks problems of enough

fands to Znmd under the ACosr. IF these Institutions are accessinle

T

o the mepulace, otiractive interest rates are pald on deposits and

the populace are educated on the benefits and necessity of savirg in

1inancizl institutions, the economy must rave been highly monetised.
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More publicity should be given to the recently introduced
agricultural insurance scheme to cover more farmers especlally the
peasantry. This will go a long way to reduce the default rate due
to crop fallures as the insurance schemes would take care of that.

The @bove recommendations have to be backed by a sound and
effective monetary policy which provides for stable price levels
and sustalnable eccnomic growth if they are to be effective in
increasing bank lending te agriculture under the scheme,

especially to small scale peasants.

NOTES AND REFERENCES

1. Abadu GeOels, Famoriyo Segun, Abdullahl Y.A. (1981)
Production preoblems in Nigeria Agriculture in
anricultural Credit and Finance in Nigeria,
Proplems and Prosrects proceedings of a
Seminar organised by CBN.




BIBLICGRAFHY

Abalu G.CeX., Famoriyo Segun, Abdullahi Y.3., (158%
"Producilon Problems in Nigerian Agriculturem in

Agricultursl Credit and Finance in Nigeria; o rgman
Problems and Frospects proceeding of a Seminar
organised by CBN. Y

Adang D.Fe and Graham D.B. (1981) vA eriticue of Traditional
Agricultural Credit Projects and Policies." o
Journal of Development Economics Vol.8 Noe3 Pp.347-36R

Adekanye TaCe (1983) Agricultural Credit in Africa,
Implications of the Nigeria Experience in Agricultural
Administration Vel.1l4 pp.203~211,

Adeyemo Re (1983) agricultural Credit for small Scale farmers
in Nigeria in Tropical Agriculture Vol.A0(3) Pp.ic2-127 -
1582 strategies for improving Agricultural Credit in
Nigeria in Journal of saving and Development,
University of Ife Vol.VI No.1.

Agricultural Finance Centre (1967), A situation Revort of
Agricul tural Credit In Nigeria. Central Duplicating
Services, The Ohioc State University,

Axanji QeQey 0JO MeCe (1983) A preliminary Assessment of the
ACSSF in Nigeria. EBconomic and Finsncial Review
Centrnl Bank of MHigeria publications,

Aku P.5, (1583) Froblems in Financing Agricultura threugh the
ACG3F in Kaduna State in Agricultur»l Administration

Volel2 1-65 pP.21,

Arokoyo JaCe (1981) The Diffusion of Recommended Agricultural
Proctice amena Parmers in thne Horthern States of Nigeria.
Uapusllisned Thesls,. Undversity of fjisconsin — Hadisen.

Baker Cele (1873} "The Role of Credit in the Zeonomic Develcpment
of Gunll Former agriculture." Analviicnal Barers, Vedele
Talalele SeFeCa Vole XIX.

Benue in Fictures (1938) Government Press Makurdi Business Times
Juie o4 1UE%, Business Times April 238, 198-.

tarrol FeTa (1053 "iroup Zrodit for Small Farrers.™
Anlviical TApers, Velehe Zalle Selels  FaTe MCle TTCTM

Catamallt Iede (1570) Rural Credit in Westerm India:; Rural
Credit and the Cooperntive Mo #rent in the Bomb
TruneoLancy. JRiVeIsity Of Califernia Press, Pers<elye ani

i STt S 2 Y -

e ]
s wlgeles, London.




ML 1984 Sconomic and Pinancial Review Vol 2?2 Nb.i March 1984, - -

am A i L s T e i e tmmn i — ek Ak A mn b e

105,

Central Bank of Nigeria (1281) hgricultural Credit Guarantee
Schere Tund. Fourth Annual Report and statement of Accounts.

- 1982 Agricultural Credit Guarantee Scheme Fund ¥ifth Annual
’ Report and Statements of Accounts.

~ 1880 CBN Bulian July - September 1580 - Tl memenz et b
- 1577 The ACGSF Act No.26 1977

Chidebela ..Na {1583) Problems of Formal Small Holder Credit in
South Rastern lilgeria in Agricultural aAdministration
VU.]..?—B 1:9 Pp.i -5

Clayton E. (1964) Agrarian Develorment in ?easant Economics
Some lessons from Kenya, New York.

Cox T and Gary L.J« (1984) nspecial issues on Kritsman and the
agrarvian Marxists.® The Journal of Peasant Studies
Volell Noe2, Frank cass and Co. London. e amen i e

Dale W.A. and Douglas H.G. (1981} »A critique of Traditional
Agricultural Projects and Policiesy™ In Journal of
Development Economics Vol.8 No.3 Pp.342 - 385 ..

Dening G.C. (1982) An Australla aAssisted Credit scheme for
Small ilolder Upland Crop Production in southern Philippines
in agricultural administration veol.12, 123 - 143,

Desal D.le and Tambad 3.3« (1973) Farm Finance by a Commercial
Bank {A case study of the Syndicate Bank) Faculty of
Management in Agriculture and Cooperatives, Indla
Institute of Management Ahmedabad. o

Donaldson S.F. and Ven Pischke J,0, (1973) ﬂ;mall Farm Cracdt s
in Henya® AeIeDe Snring Review of Small Farmer Crecit

VolaII s S 107

Edordu CeCe {1981) "rhe Role of Farmers Cocperatives under the
ACGSF, ™ in agricultural Credit and Finance in Nigeria,
pProklems and Prospects. Proceeding of Seminar organised

by Chlie o

mesang Se (1971) Ingtitutinnal Arrangements and Income
Jistributicen in a Primary Export Economy" conferznce on
:rnl Research and FProduction in Agrica, Addis

LA ey

.1\(: s e ey

Rt

Ekundare S.C. (1973) An Econcmic History of Nigeria racmillan
“press Léd. Londcn. K o




107.

Evo Ee. (1625) An Zvaluation of the ACGSF Cenference on
Effcctive lianagement of gricultural Loans Kaduna Siate

e CC

Famorivo e (1980) "Improved Agricultural Credit in Nigerian
icultural Administration Applied science Publishers Lid
Journal.

Fede*al R “thl" cf Nigeria (19462) First National Develor-ent
(1“‘2~”C'9} Federal Ministry of Naticnal Planning Lagos.

- (1972) Second National Development Plan (1970-74)
Federal Government Press Lagose.

- (1272) Third National Development Plan (1975-1980)
Federal Government Press Lagose.

- 16871 Feourth lational Develcpment Plan 1981-85
Federszl Government Press Lagos.

Gatahun (1277) “Raising the Productivity of Peasant Farmers in
Ethecpia” in Journal of the Association for the Advancement
of Acricultural Science in Africa. Addis Ababa Vol.IV licel

General Review Report (1940) Rural Credit Follow-up Survey 195¢-7
Velle Jakhade for the Reserve Bank of Indla Central Cfrice,
rbay India. ;

Griffen Ke (1978) The Political Economy of sgrarian Change
Mecmillan,

HOWS2 Cace 2974) Covelorment iithout Credit in Agricultur
Adninistration Vol.1 lioe.40. Applied Publisghers.

Hunt Cel. and Horton P.B. (1981) Sociology Mcgraw Hill
Mogakusha Ltd, FPirst Editién,

o

icultura) FPinanci nc in Nigeria,
tuticns in wara state in
".:..‘1."., .‘.?.1" .'.';'.‘.1“5—‘.'“ 3 ?—-'..:.---...:_

IThimodu FeZe (1583) PpPx¢

Ladnan Jene nd Tinermeior (1831) The Politicial Zconomy of
Agriculturzl Credi t the case of Eclivia in American Journal
of izriculturzl Eccnomics Vol.53 No.l

Longe JeZe (1287) Research lethodology Unpublished Lecture Notes,

- AN P - ) JIre——— =) LY e 5 B, .
eunr e (L0310 jural Develorment the !Maciiillan Press Ltd. Londen.

i (1577) Agricultural Credit and Finance in Africa,

M.- -

Rocker Feller Foundation U.S.Ae.

Mtiller

k.
Mogab J. The h;xi:an experience in Feasant Agricultur=zl Cre
E"" 1 "ment and Cha “‘J ‘!\) .15 l‘. -2

relo (o ]

in




108.

Nvankwo GeCe (1980) The Nigerian Financial systems The
Macmillan Press Ltd, London and Basingstoke.

Nwoko GeSe (1980) An institutional Appraisal of Nigerian ACGSF
in Agricultural Administration,
Vol.8 811, 324-404 Pp.3137-342,

Ckeke CeleS5e (198C) Research Methodology in Business and Social
Sciences. Pacific College Press Ltd, onitsha.

Osuntogun A. (1983) Commercial Banks and the Financing of
Migerian Agricultural Sector an analytical overview.
Rurzl Banking in Nigeria,

Fark LeLe @and Tinnermeir R.L. (1983) Aagricultural Credit for
Farmer groups, Experiments in Honduras in Agricultural
Administration Vol.8 No.G.

Peter Je.lle (1977) The Size, Distribution, Structure and
Determinants of Personal Income among Farmers in the
Northern Nigeria. Unpublished Thesls, Cornel University.

Roger SeCe (1978) Successful Rural Credit Projects in Latin
American Development Digest Vol.16(3) Pp.23 ~ 35,

Seaman He (1985) Situation Report on Agricultural Credit
in Nigeria

Ukpabia G.Z. (1980) Froductivity Defferentials between small
nd lirge gcale farners A case study of Funtua Agricul tural

re An uapuclished Thesis A«.BW.Us 2aria.

o JeCe Al ‘-

Vi

Warren CeBe (1974) Agricultural Credit and the small farmer,
Finance and Development Vol,13(2)

william S.KaTe (1981) Agricultural Credit and Finance in Nigeria,

Pro-lems and Prospects, proceedings of a seminar crganised

1} Developrment planning and Performance 1984-35,

*y o le . 1GA
P bk B~ @ t - i IS
r¥a-d

Eiper pres It the ..aticnal Seminar on .igerian Economy

end Scciety since Berlin Conference.



Ay
- .

PART A

DEFPARTIENT OF ECONOMIC3
AHMADU BELLO UNIVERSITY
Z(‘RIJ’"

THE TP CT CF THE AGRICULTURAL CREDIT GUARANTEE SCHZIE
FUID (ACGSF) CN THE DEVELOFMENT OF THE FEASANT
AGRICULTURE

A CASE OF STUDY CF IDAH LOCAL GOVERNMENT
AREA CF BENUE STATE

WESTIONNIARE DESIGNED FCR FARMERS IN THE
RESEZARCH AREA

ICK (_/) “HERE APPROPRIATE.

1

-0

2.
3.
4.

5.

~
e

Village/‘rﬂ“’r‘ .-.'..'.........'...-..‘..'......-'.-....-.-.......
sSex L e

AME seststrassrssarsnssssssressssssssectssisssssiesinsisssiesieies

Level of Education Attended:
a) Primary
b) Secondary /

¢) Post Secondary é::?

{7

d) © formal educaticn

what is your occupation?
i) Pull time farming /= /7

ii) Part time farming / 7

what trre of farming do yeu practice?

1) . . /_-_'J
= Rank in order of impcri:nce

)
b) Livestock [/ 7 ; with a, b, c.
)

c) roultry [/ 7

(Please sce lice7 at the bottom of next page)

we rou ever applied for Agric Loan® wunic.~ RE oSl
e B e
fess / o / 7

Has the loan ever been civen you?

Yes [/ 7 N /7
If Yes vinat 1s the source of the loan?
e—

i) Banks /4

- ———
i1) leney lenders [/ /7

111} Farmers Coorer-tive Societies [/ 7




11.

12.

13.

14.

i~,

110.

iv) Friends and Relations /[~ 7
v) Others {:::7 (Please apecify) oicoascssnnsoncanans
How much was the loan?
Below:s K100 /[~ 7
100 « 500 /7
M500 - 1000 * 4::::7
N1000 - 5000 /"7
NS000 and above /7

In vhat form was the loan give?

a) Cash /7

b) Xind /7

c) Both Cash and xind /7

In vihat form do you prefer the loan?

Cash /__7 ¥ind /"7  Both Cash and Kind /~_7

State WhY ssceicsscessssnsasisavssesiasssorsnscssnndsnsonnasosse

State what you use the loan for by ranking with 1, 2, 3,
esessssess according to the amount spent on each area.

1) Hired labour / /
2) Purchase of farm seedlings (both crops and animals) / _ _7

3) pPurchasing fnrﬂ_implements including animal husbandary
emuirments /7

4) liired machinery (tractors, Harvesters etc) /7

5) Purchase of inputs such as fertilizers, pesticides,
— vaccines etc) [/ 7
"-} ct:r':er: ’:::---7 trlease Specifyj LA AR N RN R R R RN R L R LN RN

3 the duraticn of the loan? i,e. length of time for

=

i
-~
o )
{

a) Less then 22 menths /7 (short term)

D) 12 to 37 months / 7 (medium term)

c) jore than 37 months /~ /7 (long term)
- —

letiiod of payment of loan (i.e. when you pay):

} Ak ene ti-e it tha end of loan period ’_:z
) Ca Listslzental basis /7
c) it the end of the harvest /= 7
d) Cthers —-;7 (Specify pleasr’ sceeeesscsscccsssscssssacsssase
Do you pay interest on the loai..
1) Yes [__7 (i1) w /7

I Yes how much is it, if it is in Cash or its equivalent

e 5t 5s 1 in 1'.i:'.- imsesasssssnssssnsssssssasas
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{b)

20.

21.

22,

23.

AAA
P ey

If Livestock or animal husbandary, what type of animal
hugbandary?

boultry {:::7 cattle rearing /7

Sheep and Goat rearing / /7 Piggry /7

Others /__ 7 (Please SpeCify) seveeseeseccescncesasssansss

Any colateral required before the loan is given (i.c.
Security offered before loan was given?)

Yes /7 N [ 7
If Yes what i1s the nature of the colateral?
i) Certificate of occupancy of a plot of land é:::7
ii) Owmership of house {:::7
iii) Guaranteed by customer of the bhank {:::7
iv) Guaranteed by village head /7
v} Others 1:27 (Plense SpeCify) eesccvencesrrenncrsansasnan

If you applied for loan but you were not given what was the
reason given?

a) Mo colateral é::? (b) No guarantor /7
¢} Others £:::7 (Please speClfy) eceecececresascrasannacss
How do you acguire your land for farming?
1) Through inheritance 1:::7
ii) By purchasing é::?
1ii) By hirding /07
iv) Clhers 4:2:7 (Flease SpeCify) ceceieeeserancsnrscoasssears
what is the size of your farm?
a) Small holdings /7 (Below 10 Acres)
b) mMedium holdings /__7 (Below 10 te 50 Acres)
¢) Largn boldings i::7 (Above 50 acres)

Qut of the farm implemants listed below which ones de veu
own or hire?

a) Hoes /92? /EEE;
b) Cutlasses — [~ 7 /7
¢} ilaize gheders 4::? {::7
d) GSoraying pumps : é::7 L7
e) uhenl barrows a /7
f) Tractors ) [~ 7 /7
g) Harvesters B /7 B 77

h) Cthers /7 /77

—rm— e e
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24, How much do ycu spend in a year in either purchasing or
hiring these inputs in a yearz

Below 150 (::7
W50 - 3100 /777
N100 - 500 /"7
NS00 - §1000 4::7
#1000 and above

25. what was the amount of money spent on the purchase of:
a) chicken /_/ (b) sheep and goat /7
c) Pigs [ 7 (d) others /7
26. What is the source of your labour in the farm?
a) Family labour /_"7  (b) Hired labour /[ 7
c) Others / 7 (Please specify) sececcescessssassssssvscs
27. If you use hired labour, how much do you spend in a year
in hiring them?
Below w100 /7
N100 - 2000 /7
11000 and above [/~ 7
28. hich of these chemicals do you use in your farm?

i) Pertilizers /7

ii) Pesticides /"7
iit) llerbicides [/~ 7
iv) Vaccines £ 7

V) Cthers (_:::7 (Please speCifY) R e
29. How much do you spend in purchasing chemicals in a year?

Balow w100 -/_'__7

. _— Jr—
lo'! - Y

M50C - 1000 /7
#1C00 and above /7
30, In a year how much altogether do you spend in doing your
farm viork?
/ 74

- [ ¢

PR—— J—y
i

DLe = Lol

s
430CT and apova [/ 77

31. Any supervisién from the credit Institution?
Yes [/ 7 N 7 _7 »

i
ti.e nature of help these supervisors coirer to you?

III...C........'.I.I-....l...l'.......l...I...l.........-tl.....
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e level of your cutput before obtalning DLoank

(B A AR R L R P R R R PR RN R R N R RN RN RN R RN R

33. ..i‘i'.(::. ;..'. v g
loan?
34, izt is the level of your output after the loan
c: LA N RS B S R R R R R R Rl R P R PR YT R R R R RN R NN RN
ral Cqﬁﬁﬁnts L e Y L L L

Gone

35,

LR R R T R R T
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PART B

DEP/RT!ENT OF ECONOMICS
AHNADU BELLO UNIVERSITY
ZARIA

THE APFRAISAL CF THE AGRICULTUR'L CREDIT GUARANIEE
SCHIZME FUND (ACGSF) ON THE DEVELOPMENT OF THE
FEASANT AGRICULTURE

A CASE STUDY CF IDAM LOCAL GOVER:MENT
AREA OF BENUE STATE

Questionniare Designed for Banks in the Research Area,

Tick (/) where appropriate.

-
-~
2

-

3.
4.

Name Of BaK sssssssssssenenidswsseivivaionssnsibsssssanansssns
Location secessesrcsrancsssscansecosssssuereensubernins sesvesne
Date established in TOWn sccsesssccscsescscsassnncsrectsscenen
Number of people using Bank services provided by you:

(a) Savings Account holders £:::7

(b) current Account holders /7

€) Others [/ 7 (Specify please eeesecceccccssvesescssssce)
Analysis of Loans te the Agricultural Sector:

Total Agricultural Credit Guarantce 3cheme Fund Loan given

- £ am
S0 T IODg

Total Agricultural Credit Guarantee Scheme Fund (ACGSF)
Agric Loan given so far it

What type of farmers do you give loans:
(1) Large /~ 7  (ii) redium /7 (ii1) small /~_ 7

and maximun for each category:

z . 5.
- - 2aTa gy

Wi e g el L SR b |
N N
l‘,i.;:. ;':ﬂx-
(1) Large {::7 {::7
(i1) Mediunm /7 /7
(11%) gmall /"7 /=7
What is the terms of the lean?

i) short /77 (ii) tediun /77 (iii) rong /7
what is the interest charged? {___7

Do you insist on colateral?

vos /"""‘f' o 2 /

 SI— - —

If Yes vhat is t}-_e naturi',' S rsasssasssRsRRRRRERsRTRRERTEEEREREER S



13.

14.
15,

18,

20,

21.

22,

23,

24.

25.

Aar

Do you supervise the use of the loan you give to farmers?

ves /7 o /7

If Yes what type of supervision? e.sesecseccccsssssscsscscsses
What form is the loan?

Cash /7 kina /77 Both /7

Which of the types of loans has the minimum rate of default?
cash /7 Kinda [T 7

What is the rate of loan recovered?

Low g:::? lioderate Z:::? High {:—-7

What is the rate of loan default?

Low /7 ederate /] High /T 7

what action do you take against defaulters eceeveessssessansas

LR R R R N R N R R R N TN RN Y

What are the general problems you encounter in giving loan to
farmers especially small scale farmers in the rural areas
under the Acricultural Credit Guarantee Scheme Fund?

A S SPC S SRS GBS PSP PSPR S PPSP
Sucgest ways of minimising or eliminating such problems.

PR AP E S F S S PP O SR S PRSP SRS P S PR PR S
what is your view about the agricultural Credit Cuarantce

Scheme Fund operation so far?

SEsmdesstssrtsssasstantsastanddsastashsattsatsarEnassratsanas

With respect to the Central Bank of Nigeria quideline in
recsuect of loan to farmers, have you been meeting the
)

remuirements?
IR R R R RN EEN] Srsw s st st eseEsasessd st sertsetinstssdststnsanw
If not why? S rsEs s ssserEastesetessdRtaNssstestRRsatearrRanERES

Genez'al com.ents: N N

SA e AS Sttt tiant el iastasdtasTaanT s leasessaretsteseTERetEen



PART B
COMPLETE THE TABLE

ANALYSIS OF LOANS TO THE AGRICULTURAL SECTOR

UNDER THE AGRICULTURAL CREDIT GUARANTEE SCHEME FUND FROM

1978

1988

e

Total Loans

Small Scale

Year

Sector

NOw

o
% of

Total | M

o

% of
total

% of
total

M

% of

totar | e

% of

total .; | ot

| total

Large Scheme

% of total agric
loan

bank

percentage
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to total
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Crop
Animal

-

-

Plantation

Total
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D
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O
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Animal
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Total
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w
o
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Animal
- —

Flantaticon

[ et &

v - e v

e e e e o e e . e e g e s )
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I I
|
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meﬂuH
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1 £
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|
1
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e e
I
|
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1
1
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: 1
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Plantation
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I
f
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1
|
1
I
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i
1
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I
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Animal
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