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ABSTRACT
The Livestock credit scheme was a World Bank assisted Livestock
Development Project, which was implemented in two phases. The first
phase was essentially centred on cattle and sheep fattening scheme and
started in 1974, while the second phase was aimed at providing technical
inputs, nutrition and improvement in animal health, and this started in
1987.

This study was aimed at appraising the scheme in terms of physical and
financial achievements, as against the project plan targets, with a view to
identifying constraints that militated against the success and making

suggestions for improvement in similar scheme in the country.

The study relied on data collected from 70 and 30 cattle and sheep
farming scheme beneficiaries in the northern Nigeria and bank officials
through the use of administered questionnaire. Secondary data were
collected from the project data bank at the National Livestock, Kaduna as
well. The data was analysed using descriptive, correlation as well as

measures of financial and economic analyses.

The result of the socio-economic characteristics of the benefiting farmers
show that the average family size was 6, and over 70% werein the age
range of 31 - 45 years old, 61% were male, while about 67% had no
formal education. More over, about 95% were also crop producers

showing that crop-livestock production was well integrated.

Interms of meat value for the loans disbursed, 8008 tonnes of beef and
699 tonnes of mutton were produced from credit worth N111.5 million and
N9.3 million for cattle and sheep respectively. Over 44,340 farmers
benefited directly, while about 745 of the farmers had the
added






advantage of using the bulls for traction and transportation. The financial
analysis show a net positive return to equity as well as return to labour for
both schemes. The economic rate of return (ERR} was 16% for the cattle
and sheep schemes, although the planned target for the whole scheme

was 21%.

The non-financial performance assessment show that the participation of
Nigerians at the initial plan was minimal, a situation which affected the
implementation and which was corrected in the second plan. Loan draw-
down was 70.5% of the plan draw-down initially but dropped to 51%
between 1991 and 1993 as a result of low counterpart funding by the

Federal Government.

The major constraints of the scheme were weak institutional linkages with
states, inadequate capital, lack of price information, diversion of credit to
other uses and poor recordkeeping among farmers.The cther problems
include delay loan processing, lack of commitment of some of the bank
staff, diversion of funds to time deposits and lack of staff motivation
among project and bank staff, wrong identification of project
beneficiaries, inadequate supervision and provision of extension, and
coordination of the implementing agencies were identified.

The study concludes that, although the scheme attained over 50%
performance rating, it could have done better but for the problems
enumerated above. The study, therefore suggested, among others that
loans should be disbursed through cooperative societies, improvement in
credit supervision, entrencment of reward systems for staff who
performed well and proper coordination and exchange of information

between the implementing ag:ancies.
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CHAPTER ONE

INTRODUCTION

In recent years, the government of Nigeria and donor agencies have
devoted considerable resources and efforts to improving the technologies
for increasing both livestock productivity, contribution to sustainable

agricultural production and farmers’ incomes.

One major eoanomic problem in Nigeria today is that of rising demand for
animal protein which is unaccompanied by a corresponding rise in the
supply due principally to lack of investment by both the public and the
private sectors as well as scarcity of good quality and balanced animai
feeds required for livestock and poultry production. Feed has been
recognised to have profound influence on the performance and production
of livestock, on their health and productivity which in turn affect the
profitability of livestock enterprises (Boatifield, 1979).

Fetuga (1977) is of the view that any rapid expansion and success of
livestock industry will depend on the availability of adequate and good
quality feeds, since feed alone accounts for between 65% and 80% of the
total cost of commercial production (Ikpi,1978). Ogunfowora et al, (1975 )
found that the rate of expansion of intensive livestock enterprises in
Nigeria has been greatly reduced due principally to high cost of feeds and

other inputs including veterinary drugs and vaccings. These have resulted



in protein from animal sources being very expensive, leading to a gradual

decline in the protein intake of the Nigerian people.

Farm crops and livestock inputs and outputs availability are mostly
seasonal and therefore are subject to price variability, mainly due to
weather changes, pests and disease outbreaks; factors which in most
cases are usually beyond the control of the farmer. These special
problems of agriculture have implications for the stability of the farmers’
income and his ability and decision to invest.

In recent years, the Nigerian government has embarked upon different
programmes to boost production in the agricultural sector. Prominent
among these are:

a. Operation Feed the Nation (OFN) — launched in April, 1976

b. Green Revolution - { 1980)

c. Nationai Accelerated Food Production Programme — (1974 — 1979)
d. Agricultural Subsidy Programme - (1977)

€. Strategic Grains Reserve Initiative - (1992)

i Agricultural Development Programmes - (1976)

g. First Livestock Development Project - (1975)

Despite these programmes, productivity in both agriculiural and livestock
sectors have not been encouraging. An important reason for fow

productivity in these sectors is the non-availability of production credit



scheme on favourable terms and the lack of provision of other inputs such

as fertilisers, chemicals, feeds, veterinary drugs, salt licks etc. to the smali-

holder farmers.

As a result of emphasis placed on the provision of credit to farmers,

various Nigerian governments at different levels created specialised credit

institutions for agriculture. These are:

1.

the establishment of the Nigerian Agricultural and Cooperative Bank
(NACB) in 1975, to appraise agricultural projects, provide credit
facilities and supervise them,;

the Credit Guidelines in 1984, with the mandate to ensure that at
least 8% of Bank total lcans and advances are disbursed to
agriculture;

the Agricultural Credit Guaranteed Scheme Fund was established in
March, 1977 by Decree No. 20, to provide guarantees of up to 75 %
with respect to loans granted by commercial banks for agricultural
purposes and;

Rural Banking Programme, to compel commercial banks to establish
branches in the rural areas, and to provide credit facilities to the rural

farmers.

The livestock sub-sector which has been neglected in the national food

production drive for a long time was integrated into the general financing of



agricultural projects, by encouraging private initiative of the smalil-holder

farmer. The choice was based on the fact that: |

(@) the small-holder farmer is believed to be very effici_ent in the use of
basic productive resources provided to him;

(b) the small-holder farmer makes Iimportant and significant
contributions to the gross national product; and

(¢) the small-holder farmer produces about 98% of the total animal
protein consumed in Nigeria.

It is against these backgrounds of ensuring the provision of credit facilities,

transfer of the relevant technologies and provision of infrastructures to the

ultimate target, the small-holder farmer, that the World Bank assisted

Livestock Development Project (LDP) was set up. The First Livestock

Development Project, which started in 1974 and closed in 1983, attempted

to improve sheep and beef cattle production through large commercial

farmers and parastatals. The Second Livestock Development Project

(SLDP) sought to expand the small-holder fattening scheme by improving

technical and extension inputs, nutrition and animal health, to increase the

income and living standard of the farmer.

The appraisal report of the SLDP recognised the need for assessment of

project effect both as a guide to management for the future execution of

project and throw more light on the wider issues of rural development

policy. The purpose of re-appraising the project (post-evaluation), is to



The total project cost of the SLDP was US$128 ** million- with
Bank providing US3$81 ** million in toan, while the Federal Gove
Nigeria and the farmers provided the balance. The ir
responsibilities for the implementation of SLDP were veste
National Livestock Projects Division (NLPD) for technical inpu
Nigerian Agricultural and Cooperative Bank (NACB) for

component respectively.

Over 25,000 loans were disbursed between 1987 and 1996, ou
(85%) of which were for catfle and sheep fattening schemes
schemes, apart from utilizing the private sector as instr
production and input supply also introduced full cost recover
inputs and veterinary supplies.

** USH1 = N1
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From the scheme management end: What was the percen
disbursements as against the projected target? What was
recovery rate as against the default rate. Were there any probler
better performance?. Since the Nigerian Agricultural and Caq
Bank (NACB) was responsible for the overall implementation of
program, were there any related problems? What were the key b
during the implementation period with regard to: i) the Federal G

of Nigeria (FGN); ii) the World Bank; and lii) macro-economic po!

OBJECTIVES OF THE STUDY
The study was aimed at determining the general performance
livestock credit schemes. The specific objectives were to :-

1.)  describe the socio-economics characteristics of beneficiari
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2.} compare the planned financial.and economic projections with the
actual in order to identify the implementation gap;

3.) determine the socio-economic benefits of the scheme to the farmers;

4.) determine the general performance of the scheme in terms of credit
management, loan disbursement, repayment and procurement of
farm inputs; and

5) determine the constraints to effective participation in livestock credit
schemes.

THE SIGNIFICANCE OF THE STUDY

The Nigerian economy has been described as one of the most dynamic
economies in Africa (World Bank, 1996). Nigeria's large area and
increasing population as well as her diversified natural and human
resources are indicative of the country's great potential for rapid industrial
and economic development. In spite of this, the economy has remained
relatively under-developed. The agricultural sector is still backward and
largely unresponsive to the demands of other economic sectors.
Livestock development has been relatively minimal, lop-sided and heavily
import -dependent. The one-commodity export nature of the economy
did not help matters as economic growth is largely determined by the

vagaries of external fortunes of the petroleum industry.

This study, therefore, intends to carry out a detailed performance

evaluation of the two fattening credit schemes with the overal! objective of
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identifying the weak and strong points of the programme. The study is
also, expected to provide useful information on the profitability and likely
impact on the_ investors, as well as suggestion on ways to improve the
viability of such schemes, including appropriateness of tariffs, prices and

cost recovery procedures required to support the loan.

SCOPE OF THE STUDY

The study will be restricted to two small-holder livestock credit models,
namely: cattle and sheep credit fattening schemes, which had about 90%
of the total loans disbursed during the study period. Analysis is therefore
restricted to the beneficiaries of the sheep and cattle fattening credit

schemes for ten years (1987 — 1996).



CHAPTER TWO

2.0 LITERATURE REVIEW

2.1

INTRODUCTION

The Livestock sector makes an important contribution to the national
economy and having the largest animal population in West Africa.
Livestock provides a source of employment énd income for a Iarge
segment of the rural population, and is also an important source of

protein in the local diet (Bincan, 1990).

The second decade of Nigeria's independence (1970-79) witnessed a
rapid deterioration in agricultural production. Not only were there widening
food supply-demand gaps and rising food import bills, there were also
rapid declines in government revenue from agriculture, in foreign exchange
earnings from agricultural exports and in the labour force required in
agriculture. The situation was further compounded by the residual effects
of the civil war, severe droughts in some parts of the country, government
fiscal and monetary policies and, above all, an "oil boom" which created
serious distortions in the economy and accelerated the rate of migration of

labour from agriculture, (Beckman, 1982).

In an effort to tackle these serious problems, government initiated a
number of agricultural policies, programmes, and projects, largely within

the framework of three successive national development plans from 1970
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to 1974, from 1975 to 1980 and from 1981 to 1985. Experience from these
policies, programmes and projects have, however, convinced the
government and all those concerned with agricultural development efforts
in Nigeria that there is no alternative to well-designed and articulate
agricuitural policies as instruments for promoting agricultural growth and
development in Nigeria. It is, therefore, in realization of this fact the
government has adopted a comprehensive package of policy instruments
to further develop and improve the performance of the country's
agricultural sector in a document entitled "Agricultural Policy for Nigeria",
published in 1989 by the then Ministry of Agriculture, Water Resources and

Rural Development.

Agricultural Credit Policy.

In an agricultural economy, investment is the principal source of growth in
output or, in Naira terms, income. To increase income, we must increase
productivity of labour, capital, land and other resources which translates
into the need for investment. Investment funds can come from a number of
sources including gifts, savings and borrowing. In the world of modern
agriculture, it is difficult for the average farmer to save enough capital to
establish an economically viable enterprise. In such cases, there is no
investment, no expansion of plant and equipment unless credit is available.
The role of credit, therefore, is a means of short-cutting the individual

savings process to expand investment in farming (Ojo, et al.,1981).

10
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Credit assistance is often emphasized because of its flexibility. The
efficiency of such assistance is dependent upon: (1) the ability of the
farmer to judge his credit needs; (2) the ability of the farmer to act up to
these needs; (3) social desirability of institutional credit; and (4) the ability
of the institution to deliver credit at a low administrative cost in time to
purchase inputs and to collect repayment within acceptable socio-
economic norms of the society (Benjamin, 1986).

Small farmers have had limited access to credit through commercial
banking channels. The flexibility of credit assistance, assuming the
rationality of individuals, should allow a greater utilization of resources.
Credit, however, will be useless without programmes to provide further
assistance in adoption of new inputs and without favourable markets for
commodities produced. Credit allows small farmers to take advantage of
benefits gained through marketing and production programmes (Frey,

1981).

Definition and ldentification of a small holder farmer

Schultz (1992), defined a smallholder farmer as one who, with other
members of his family, works very hard (even though underemployed at
certain times of the year) using restricted resources and still barely
subsists. Schultz further outlined the factors that characterize the
smallholder farmer as one who :-

i) Does not use formal savings systems.
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1) Cannot (or does not ) qualify for existing formal (bank) credit and
hence, resorts to informal credit at very high costs.

iii) Farm family does all the work and produces only crops for
consumption or a local market.

iv)  Women play an active role in the enterprise, and

V) Farmer usually needs educational and supervisory services to make

technological changes.

Identification of smallholder farmers is an important aspect of_formulating
smaltholder farmer development policy. Given the decision to channel
economic assistance to smaltholder farmers, the ability to identify those
farmers who are the most appropriate recipients of the assistance is
essential. Although no one variable alone can efficiently determine the
target group, a farmer owning a small acreage, earning a low income, and
growing subsistence crops will usually qualify as a small-holder farmer of
credit programmes. Such farmefs have the potential for establishing
profitable farm enterprises if they have access to technology, inputs,

markets, and credit.

Importance of helping the small-holder livestock farmer
According to Penney (1968), small-holder farmers and their families
represent a large proportion of the population in developing countries.

They produce most of the food of a nation in the aggregate. Hence,

12
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adoption of simple improvements in technology and production practices
are effective and are necessary. Since all forms of improved technology
require some increase in capital, this almost always means that credit is
necessary. Hence, a system for delivering reliable, adequate and timely

credit which fits the needs of small farmers must be devised.

Another important reason for providing credit and other supporting services
to small-holder farmers and rural entrepreneurs is that internal law and
order cannot be maintained unless there is a better sharing of the wealth.
Political stability is necessary for growth and development, and this is not
possible without an effective credit program for all sectors of the economy

(Shultz, 1992).

Conditions for credit success r

The major objective of most credit programmes is increasing production
and nutritional value of farm commaodities to feed growing populations. A
second objective focuses on increasing farm income, including the value of
home consumption. A third objective may be to increase rural employment.
However, the success of a credit programme is usually measured by the '
extent to which the value of additional production exceeds the cost of the
programme. An ideal credit programme will, therefore, require four
principal participants for it to succeed: farmers, credit institutions, improved

technology and markets. If there is no new technology in which the small



2.2.4

2.3

farmer can invest, there will not be any significant increase in production.
Likewise, without markets to provide needed inputs and purchase
additional output, the potential success of the farm and of a credit
programme can be undermined, except where farmers can sell. There
must exist institutions which will lend to farmers at favourable terms and
farmers must be willing to borrow, to make the needed investments and to

repay the loans (Schaefer-Kehnert, 1982).

Agricultural credit policy in Nigeria

The objective of Nigeria agricultural credit policy is to make adequate
investment funds available to the agricultural sector at the right time and at
such rates as will make returns from agriculture more attractive (Ojo et
al.,1981). The Nigerian Government has in the past implemented a policy
of specified sectoral allocation of loan funds to the agricultural sector to
ensure that projects with long gestation periods such as livestock
enterprises did not suffer due to lack of credit. Such enterprises were also

given appropriate grace periods and moratorium.

The Importance of Livestock in the Nigerian Economy and its

Performance

Agriculture plays a key role in the Nigerian economy, employing two-thirds
of the labour force and accounting for 35% of the GDP. Livestock
accounts for about 20% of this contribution, and cattle represent the most

economically  significant group within the livestock sub-sector



(Bincan,1990). The major domestic species used for food production are
cattle, goats, sheep, pigs and poultry; while cattle, camels, donkeys and
horses are used as work animals. The livestock population is estimated at
nearly 14 million cattle, 34.5 million goats, 22 million sheep, 82 million
chicken, 32 million other poultry, 3.5 million pigs, 1.7 million domesticated
rabbits, 0.94 million donkeys and 0.29 million other equine (Resource

inventory Management Systems Report (RIMS),1990).

In spite of its importance and the existence of an unsatisfied internal
demand for livestock products, the livestock subsector has, in the last two
decades, suffered from inadequate investment by both the public and
private sectors. Private investment has been constrained by the limited
absorptive capacity of the predominantly traditional fivestock production
systems and was further discouraged by a set of incentive policies,
especially in the 1970s, which favered imports over [ocal production.
Likewise, the sub-sector has received inadequate investment by both the

federal and state governments (Olayiwole, ef al., 1981),

Virtually all of the small stock production (83% of sheep and chickens, 95%
of goats and pigs, for example) is associated with such production units.
Commercial, intensive livestock production is at a rudimentary stage,
except in poultry where about 12.5% of total production originates from the

commercial sector (Livestock Plan,1881). Only 3% of pig production and

I5



very small proportions of other types of stock are under intensive
commercial production. Consequently, the sub-sector is characterized by
low-input - low-output production systems, applying low levels of livestock
production technology. Diseases, poor nutrtion, particularly during the
prolonged dry s.easons, and poor hushandry are the major technical

constraints the sub-sector faces.

Furthermore, institutional arrangements for delivering livestock support
services suffer from inefficient organization, poor management, inadequate
funding and tack of coordination among programmes, ministries, agencies
and states. Services and activities are sometimes duplicated, leading to
conflicting goals, wastage of resources and poor quality of service due to

bureaucratic bottlenecks.

Accurate statistics on livestock production and marketing are not available
and therefore detailed proiections of supply and demand for the livestock
sector cannot be realistically made. 1t is however clear, that over the last
decade the supply of meat, milk and eggs bas failed to keep pace with the
increasing population. It is estimated that per caput beef production fell by
20 percent from 3.1 kg. per caput in 1971/73 to 2.5 kg. per caput in

1983/85 (Federal Ministry of Agric.,1989).

16



Consequently, Nigeria has remained a net importer of livestock and
livestock products. Imports increased rapidly during the 1970's, reaching a
peak during the 1977/79 period when average annual importation was the
equivalent of about 61,100 tons of meat and 580,800 tons of liquid milk
equivalent, valued at about US$400 million (Bincan, 1990). This was
estimated to be about a quarter of the total annual animal protein
consumption of the country. In a major policy shift in 1983, the federal
government placed an embargo on the import of animal products and feed-
stuffs. This had the effect of a drastic reduction of meat and dairy imports.
The average annual importation of beef fell by more than 55% from 53,000
metric tonnes during 1983-85 to 20,200 metric tonnes during 1985-88. This
was further reduced to 15,800 tonnes per year during 1989/90. Similarly,
importation of milk was reduced by nearly 50% from 37,100 metric tonnes
of liquid milk equivalent during 1983-85 to 18,300 metric tonnes during
1985-88. Consequently, nominal consumer prices of meat and milk
increased and per caput animal protein intake decreased, (Bincan, 1990).

Nominal retail meat prices have been on the increase since 1986. This
trend is due partly to devaluation of the Naira which has made imported
livestock from neighbouring countries more expensive, and partly due to
the general level of inflation. Except for poultry, the cost, insurance, and
freight (C.1.F) prices of imported meat were more than double the domestic
retail prices in 1992. Future prospects are for continued high import prices,

as international meat prices are expected to rise slightly and the Naira is
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expected to remain weak. A strong internal demand for livestock products
is expected to persist as urbanization and incomes increase. This will
create a favorable incentive environment for livestock producers to
increase output and for Government to institute policies and programmes
to stimulate intensification and expansion of domestic livestock production
as outlined in the following sections of this policy statement (Federal

Ministry of Agric.,1989).

Livestock credit schemes

Osuntogun (1973) holds the view that “unless production credit is made
available in suitable terms, the majority of small-holder farmers will be
seriously handicapped in adopting profitable technology”. Osuntogun
(1973), ljere (1975), point to the need for raising the volume of loan
resources available to the credit institutions so as to permit raising the level
of lending to individual small-holder farmers. Ogunfowcra et af (1972)
attributed most of the shortcomings in institutional credit in Nigeria to
factors such as insufficient funds, ineffective extension and supervision,
political interference, cumbersome and time consuming loan processing
procedures and inadequate or complete ahsence of financial projection

and planning.

The small-holder fattening of cattie and sheep for slaughter has been

practiced traditionally in Nigeria for at least 150 years (Craig, 1982).

18



Livestock development in many African countries have encouraged this
type of small-holder credit scheme — recognising that such a scheme can
usefully combine an improvement in the income of the rural peasant with
an increase in meat production for the nation. Examples include the
Graziers Scheme, operated by the Cattle Financial Company in Zambia;
the Cattle Fattening Scheme in the Lilongwe Land Development Program
in Malawi; the Emboncle Paysanne in Mali and a small-holder Cattle

Fattening in Niger (Workle, 1979).

The World Bank Project Completion Reports (PCRs) Livestock Projects
reéently completed in Senegal, Central African Republic, Zaire (lturi) and
Zambia Small-Holder Dairy, all show acceptable financial and economic
rates of returns to the livestock producers through the credit scheme
(Craig, 1982). The World Bank Livestock Development Projects in Sub-
Saharan African in the late 1960s and the 1970s were generally
unsuccessful (Projects in Sub-Saharan Reports, 1280). In 1985, the
European Economic Department in its reports, “Small-holder Dimension of
Livestock Development” attributed past failures of such projects to:-
(1)  Overall macro-economic constraints of pricing and exchange rate
controls.
(2) Inappropriate technology introduced with inadequate understanding
of the focal conditions, and

(3) Weak government institutions.

19



White (1987), in "Herd Reconstitution: the role of credit among the
Wodagbe Herders in Central Nigeria” had pointed out that the rural credit
systems are very expensive and problematic. Craigs (1982), supported
the views expressed by the tWo authors mentioned and went further to
advise that an evolution of workable procedures for the selection of
beneficiaries, technical supervisions, the logistics of input supply, credit
accounting information, debt collection and liaison with the relevant

institutions required greater attention and skilful management.

In the mid 1970, the World Bank withdrew from lending to unsuccessful
livestock activities like parastatal ranching and expanded the introduction
of those technologies which were proven to be successful (World Bank
Report, 1983). According to this report, the small-holder Fattening
Scheme which is a strategy of integrating crop and livestock production

was proven successful.

2.3.1.1 First Livestock Development Project
In 1974 the Federal Government of Nigeria obtained a loan of US $21.00
million from the International Bank for Reconstruction and Development
(IBRD) — World Bank — to execute the First Livestock Development Project
(FLDP). The main objective of FLDP was to increase the national beef

production through the provision of credit facilities, improved technical and
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extension inputs, and infrastructure developments to the livestock farmers.
The credit scheme was said to be successful where it was implemented
(PCR, World Bank, 1985). Craig (1982) stated that the positive attitude of
both the Federal Government of Nigeria, the NACB and the commercial
Banks “suggested that the expansion of the scheme helped the national
efforts towards increasing beef supply”. Craig (1985), has traced the
genesis of the Second Livestock Development Project and its focus on the

small-holder livestock farmer.

2.3.1.2 Second Livestock Development Project
The credit component of the SLDP concentrates mainly on the smallholder
cattle/sheep/work-oxen models, the objective being to increase livestock
production through better nutrition and animal health, thereby increasing
the farmers income and improve their living standard (World Bank,1986).
In addition, it was to encourage a variety of sectoral reforms already
endorsed by the Federal Government, in particular through: (a) shifting
emphasis towards support of small traditional producers; (b) utilizing the
private sector as instruments of production and input supply; (c)
introducing full cost recovery of farm inputs and veterinary supplies; and
(d) establishing a livestock sectoral planning capacity. To achieve these
objectives, the project consisted largely of the following components: (a)
small-holder credit for the purchase of farm inputs (32%) and project

management and support services (58%). These policy objectives were
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consistent with promoting Nigeria’s agricultural development in general,

and that of the livestock sub-sector in particular (World Bank, 1996).

The small-holder livestock credit schemes, the major vehicle for reaching
small-holder livestock producers, was considered 53% successful (ICR,
World Bank, 1995). Over 25,000 farmers, who were beneficiaries of the
livestock credit, were trained intensively in new technologies for
supplementary feeding of livestock for fattening. As at December, 1995, a
total of about N180 million, representing 25,000 loans (compared with
redesign target of 30,055) was disbursed. Most of the |oans (70%) were for
cattle fattening. Daily weight gains averaged 365 grams/day/head of cattle
(or 60kg./head fattened) compared with the Staff Appraisal Report, SAR,
estimate of 600 grams/day/head. Through the livestock credit component,
the project stimulated directly the incremental production of about 6995
tons of meat and 881,880 dozen of eggs. The loan recovery rate stood at

about 80% (compared with SAR target of 85%), (World Bank, 1995).

The distinction between “performance” and “achievement” is important in
that a project may perform well in the sense of meeting its targets during
the disbursement period but still not achieve its ultimate objectives. The
material on which this study was based, did not permit a systematic
assessment of achievements and hence the focus of the analysis was on

the assessment of performance of the credit schemes, The study provided

22



24

sufficient evidence on the performance of the schemes for the correction of

future design, preparation and appraisal.

Previous efforts to improve on the management of the scheme had been
unsuccessful because the problems were not properly identified. It is in
view of this that a multidimensional approach was adopted in this study for
an in-depth research and analysis to identify the problems hindering
successful implementation of the scheme, with a view to coming up with a

model that will greatly improve the management of the scheme.

This study, therefore, reviewed the performance of the Second Livestock
Development Projects (SLDP) in general and the small-holder credit
fattening scheme in particular, by carrying out the relevant analyses,
tncluding financial and economic evaluation. Other analyses include the
nature and severity of problems encountered by the project during
implementation. Proposals are made for changes in techniques and
approaches to project preparation which could contribute to improved

performance in future.

TOOLS OF PROJECTS APPRAISAL
Gittinger (1982) defines Appraisal as an analysis of a proposed
investment to determine its merit and acceptability in accordance with

established decision criteria. Carpenter (1976) evaluated these
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acceptance criteria for the purpose of ranking alternative use of available

funds. [n doing this, the decision-maker is faced with the problems of:

1. Choosing which projects to engage in and then choose the optimal
scale for each one or

2. First choose the optimal scale for each project and then the best
alternative(s) among these projects or

3. More frequently, decision-makers simply accept or reject pre-
designed projects with little or no evaluation of the optimal scale.
Carpenter, also added what he called 'initial criteria’ in addition to the
criteria for investment decisions listed ahove. These are the :-
i Political feasibility,
ii. Physical feasibility;
fii. Possession of the cooperation of all parties involved; and,
iv.  That the projects do not exceed the budgetary capacity, either

for the life of the project or for any single year.

Once it is ascertained that the project meets these initial criteria, it may be
evaluated either on its own or in comparison with other project proposals
within its sector, in this case the agricultural sector.

A number of tools have been used by the financing agencies, including the
FAO, the World Bank, etc., in appraising projects. Some of these are

discussed below:
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2.4.1

The Payback Method:
The payback method is given different names. by different authors,
including payback period, pay-off period, capital recovery period and cash
recovery factor. It is defined as the number of years required for the stream
of cash-flows generated by an investment to equal the original cost of that
investment. Lumpy (1984) supports the use of this method as a guide to
investment decision making in two ways: (a) in accepting a project if the
payback of an initial investment outlay is obtained within a predetermined
time; and (b) when a comparison is required of the relative desirability of
several mutually exclusive investments. In the latter case, projects can be
ranked according to speed of payback with the fastest paying back project

being the most favoured.

The payback period is quick and simple to compute and is readily
understood by management. The speed with which investment costs are
recovered, as conveyed by this method, could become a major
consideration for enterprises with limited availability of funds. Furthermore,
the emphasis on speed or return falls in line with management's wish to
avoid or minimize risk.

However, five fundamental problems arise with this method when

appraising agricultural projects (Selvavinayagam,1991)
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The method ignores cash-flows occurring after the payback period,
thus exposing the analysis to some doubt, in ranking projects with
varying cash-flows within and beyond payback period.

It fails to allow for the timing of cash-flows by treating cash-flows in
all years as equally important, although this difficulty can be
overcome by discounting the cash-flows to the 'present value’.

The cash-flow used in this method is the figure of annual profit
before tax and depreciation. Normally, profit after tax but before
charging depreciation, is treated as the relevant cash-flow for this
method.

The method favours projects having higher cash-flows in early years.
However, many projects cash-flows are slow to start, for a number of
reasons, which include gradual build-up of production, impact of
marketing effort and phasing of development expenditure.

Risk assessment is not considered when estimates of cash-flows are
likely to be less reliable in the future. The payback method assumes
that all cash-flows are equally certain.

This method has another problem, especially in public sector
analyses, thatis, it is short-sighted. In public, as well as the private
sector, such shortsightedness will have an adverse effect on long
range planning and research and development programmes. In
agricultural project appraisals, such an approach would have a

disastrous effect on development of agro-chemicals, including drug
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therapeutics where several years are needed, once a product has
been developed, for it to be safety-tested (Carpenter, 1976). In
private industry, this problem of short sighted actions has become
evident in the U.S. auto industry as confirmed by Lewis, (1982) that,
"For decades General Motors has used investment criteria requiring
paybacks within five years”. This has forced it {o change its
production systems by tinkering with old plants, thus missing

opportunities for large-scale technological change.

Despite these disadvantages, the payback method remains one of the
more popular agricultural projects appraisal methods. Nevertheless, it
cannot really be considered as a particularly sound investment technique
because of its major defect; its inability to report the expected return over
the whole life of an investment, through its disregard of the investment's
post-payback period floors. Selvavinayagam (1991), however, is of the
opinion that the payback method in agricuitural appraisals, can still provide
a useful 'rute of thumbs' check for the various minor investment decisions
that enterprises have to make, which are financially too small to justify
effort in using more complex but theoretically more correct appraisal
methods. At best, he contended, it can be useful only as an initial
screening device before more appropriate methods are applied. Dixon
(1994), argued that payback helps to altow for risk and uncertainty. This

will make sense when investing agricultural projects so that the investors
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2.4.2

will try and recover the initial outlay as soon as possible in a politically
and/or economically unstable environment or if the investment is in a
market where rapid technological advances quickly make state-of-the-art
products obsolete. On the other hand, it could be argued that projects
which have a short payback period may be relatively risky. A sholrt
payback requires a high rate of return on investment, and high rates of
return are often associated with a relatively high degree of risk. The
payback method is also extremely useful in periods when interest rates are

relatively high and there is pressure to reduce borrowings.

Accounting Rate of Return:

The accounting rate of return (ARR) is another traditional measure of

investment appraisal, normally expressed as the ratio of the average

annual profit generated over the life of the investment to the average

annual capital employed, and stated as a percentage. The ARR

calculation serves as an investment decision guide in two ways

(Selvavinayagam, 1991):

1. It provides a straightforward 'accept or reject’ decision by providing a
rule that projects may only be accepted if their ARR exceeds some

'target’ rate of return;

2. Where projects have to be ranked in order of preference, indication

of a higher ARR by a project would suggest a greater preference for

it to be accepted.
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The method is superior to the payback period because it is not only

relatively quick and easy to calculate, but also produces a percentage rate

of return which is most familiar to financial management of companies

(Lumby, 1984). It also overcomes the important defect of the payback

method by taking account of the profit flows over the whole of a project's

life. Moreover, management's success or failure in taking financial
decisions in aggregate is judged among other things on the basis of the
company's ARR. Therefore, it would appear sensible that individual
investment decisions should be taken on the basis of that same appraisal

technique. However, there are a number of disadvantages (Dixon, 1994):

i). The most important defect is that the ARR fails to recognise the time
value of money and concentrates on a project's financial flows in
accounting terms rather than cash flows.

ii).  The concept of ARR is ambiguous when applied to agricultural
projects. There exist many variations, with little general agreement,
on how capital employed should be calculated or on how profit
should be defined.

ii). The method measures the worth of a proposed investment in
percentage terms. It is therefore unable to take into account the
financial size of a project when alternatives are compared.

iv). Although the technique allows for profit flows over the life of a

project, it ignores the possibility of differing length of lives. When
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comparing alternative projects, a difference in length of life may be
of critical importance for a number of reasons, e.g. uncertainty,

liquidity.

The review of the two traditional methods above shows that, apart from the
possible exception of the appraisal of relatively small, shonr-lived
investments, neither method has sufficient advantages to offset its
disadvantages, and particularly the failure of both to allow for the time

value of money is a significant weakness.

The Discounted Cash-flow Approach:

Although the two traditional method of appraisal (Payback and ARR)
provide uncomplicated information useful in decision-making, there are too
many significant flaws associated with them for their use to be wholly
satisfactory. They do not take into account all the factors which are
relevant when making investment decisions. Unless their deficiencies are
fully recognized, they may mistead managers into making decisions which
are far from optimal. What is needed then is a technique which takes into
account the timing of all cash flows which result from investment decision.
Muirragui, (1993) confirmed these statements by showing that the
measures of un-discounted project benefits fail to recognize that investing
in any project means tying up funds that might have been used to earn

income elsewhere. They also fail o recognize that project earnings could
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be reinvested to produce more income during the remainder of the project
period. This is because money has a time value. Harvey (1983),
supported this position that, given the time value of money, it is clear that
money at different points in time is not directly cqmparable. For a proper
comparison of the value of money at different points in time, it is clearly
necessary to reduce all these time-profiles to a single figure. To do this,
two main measures using the discount cash-flow method are used. These
are the Net Present Value (NPV) and the Internal Rate of Return (IRR).
They are the investment appraisal tools in agricultural projects which take

into account the concept of the time value of money.
2.4.3.1 Net Present Value (NPV):

The NPV method consists of discounting all future cash flows to the
present value by means of some appropriate rate of interest. The rate of
interest to be used should reflect the minimum rate of return which is
acceptable to the firm, for a given investment (Lumpy, 1984). It works on
the simple but fundamental principle that an investment is worth
undertaking ontly if the present value of the cash inflows is at least equal to,
if not greater than, the present value of the cash outflows arising from an
investment, that is, enterprises should make investments in projects with a
zero or positive net present value. Selvavingayagam (1991) listed the
quantitative data required to carry out this method as:

- the initial cost of the project
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- the cost of supplying the capital required or the minimum rate of
return acceptable |

- the value of the future cash-flow in each period

- the life of the project

- the discount factors.

NPV is the criterion which is most often recommended and used in
agricultural sectors but excluding animail health projects (Carpenter, 1976).
Carpenter, however, poirts out problems in using NPV criterion alone.
Alone, it does not permit the influence of the projects size to be included.
For example, the NPV of a N10 billion project when compared with that of
a N1 million project, if both are economically feasible (NPV > 0), would
invariably be selected over smaller projects. It is this inability of the NPV
criterion to consider the size commitment of the project which causes
some individuals to use additional criteria. An additional criterion like the
Benefit-Cost Ratio, could be used but it has the reverse bias in its
tendency to favour small projects over the larger ones. He advised that, in
addition to using an additional criterion such as the B/C ratio, if the NPV is
chosen, a sensitivity analysis should also be performed, for example by
measuring the impact of incorrectly estimating the benefits or, costs by +/-
10%. In this way, projects which may have been favoured merely because

of their size will be re-examined according to their robustness.
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2.4.2.2 The Internal Rate of Retﬁrn:
The Internal Rate of Return (IRR) is an alternative approach used in
making investment decisions, which also takes into account the time value
of money. It represents the return (in present terms) earned on an
investment over its economic life. Lumpy (1984} in 'Investment Appraisal’,
defines it as that interest rate which, when applied to the cash-flows
generated by an investment, will equate the present value of the cash
inflows to the present value of the cash outflows. That is, it is the discount
rate which will cause the NPV of an investment to be zero. It does not,
essentially, produce new information compared with the NPV, Lumpy,
(1984) stated that, 'it may be questioned whether it is truly a methed of
appraisal at all or just an arithmetical result’. The mathematics underlying
the discounted factors are based on the assumption that any cash flows in
future years will occur in lump sum at the year end. However, initial
investment outlay is assumed to occur at the beginning of first year of the
project. Once calculated, the IRR may be compared with the "cost of
capital" or the return achieved by the private sector. The selection criterion
when using the IRR is to accept those projects which have an IRR
exceeding the cost of capital. When funding is limited, as is common with
agricuitural projects, they are ranked and selected according to their IRR
(Carpenter, 1976), those with the higher IRR are given preference. The
IRR criterion is highly recommended in agricultural projects although

sparingly in evaluating animal health projects. 1t is the measure which the
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World Bank uses for practically all its economic and financial analyses for
projects, as do most other international financing agencies (Gittinger,

1982).

One problem associated with using IRR in the past is the tedious
calculation involved to obtain an answer. This tedium has exacerbated to
an extreme when individual wanted to re-evaluate a project after
performing a sensitivity analysis on one or more of the assumptions.
However, with the availability and use of high speed computers, the
calculation of IRR is less cumbersome. A second problem is the possibility

of having a unique IRR arising from polynominal solutions.

The IRR may be used to rank projects of relatively similar size within a
sector, while B/C ratio and NPV criteria may be used to téll whether or not
individual projects are acceptable. IRR therefore provides a good measure
of the desirability of a project when all of the alternative investment
possibilities are of the same order of magnitude. However, when the

alternatives are of differing sizes the IRR is not so useful.
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3.0

3.1

3.1.1

3.1.2

CHAPTER THREE

RESEARCH METHODOLOGY

SOURCES AND TYPES OF DATA
Data were collected from two sources for this study, namely, the

secondary and primary sources.

Secondary Data

Secondary data from existing Small-holder Credit Scheme (SCS)
Database of the National Livestock Projects Division (NLPD), Kaduna and
other literature that are relevant to the livestock credit schemes in Nigeria

were used.

Information were collected on trends in prices of livestock inputs and
outputs by type of livestock during the period of the study. Data for the
streams of cost and benefit for the various enterprises, including livestock

production were sourced.

The primary Data

The primary data were generated using a survey approach. Information
were obtained using two sets of questionnaires. One set of questionnaire
was used to gather information from scheme beneficiaries, while the
second set was administered on officials of NACB and NLPD at zonal,

state and district levels. The questionnaires contained both “structured”
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3.2

3.3

3.3.1

and “unstructured” questions to allow the respondents express their true

opinions on some of the issues.

SAMPLING PROCEDURE AND SIZE

The 19 northern states and the Federal Capital Territory, (North Western
and North Eastern), were classified into two zones, where these two
schemes are most popular. For the cattle and sheep fattening schemes, a
sample size of 70, and 30, of the beneficiaries in each category were
selected respectively. The sizes were determined based on the number of
loans disbursed to each component since inception of the schemes and
also on the accessibility of the beneficiaries.

The data bank of the credit scheme at the NLPD Headquarters in Kaduna,
which contain the list of beneficiaries of the scheme on local government,
state and zonal basis was used as the sampling frame. From this, the
number of beneficiaries for each scheme was selected, using simple

random sampling procedure.

DATA ANALYSIS

Simple descriptive statistics, financial and economic analyses were used.

Descriptive Statistics
The social benefits and costs were analysed using descriptive statistics.
The variables such as family labour, family income, incentives from

government, and intangible benefits, like increase in livestock trade and
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increment in employment, were described using frequency tables and

ranking.

Others like loan disbursement and repayment, and procurement were also

analysed using the descriptive statistics.

3.3.2 Financial Analysis

3.3.2.1 Gross Margin Analysis
Gross Margin (GM) is the difference between the Gross Income (Gl) and
the Total Variable Cost (TVC):

GM =Gl -TVC

The Gross Income is made up of sales of animals, loan, equity shares;
while Total Variable Cost comprise of stock purchase, operating costs
(supplementary feeds, medication, salt lick, identification tag etc.), loan

repayment, interest payment).

This is used to determine the profitability of the enterprises of the schemes
to the farmer at the farm level. It is also used to evaluate the efficiency of
an individual enterprise which enable comparison to be made between
enterprises. This tool is appropriate here because fixed capital is negligible

in the two small-holder credit schemes.
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3.3.2.2 Economic Analysis
In order to compare the planned financial and economic projections with
the actual and to identify the implementation gap, two investment analysis
techniques that take time into account the wider implications of the
livestock credit schemes for the society and give conceptually “better”

answers were used.

Net present value (NPV): It is a cash flow derived by subtracting annual
gross incremental costs from the corresponding annual gross incremental
benefits. The sum of the annual cash flow resulting over the project life is
the Total Cash Flow or Net incremental Benefit of the project. This is

represented by the following model:-

Cash Flow = Annual gross incremental benefits minus Annual Gross

incremental costs;

Total Cash Flow (Net Incremental Benefit) = Sum of cash flow, over project
life;
OR CF, + CF, +... CF, -ClI

(1+R)" (1+R)*  (1+RY’

where, CF = Cash Flow
Cl = Cost of Investment
n = years of project life

R = discount rate of investment

K



Internal (Economic) Rate of Return (IRR): It is the interest rate at which
the net present value of the project is equal to zero. The model for

calculating IRR is:

NPV at lower int. rate

IRR = {lower int. rate} + {higher int. rate minus lower Interest rate} X
Total absolute difference between NPV.
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4.1.1 DEMOGRAPHIC CHARACTERISTICS

Occupational pattern
From the survey, it was observed that livestock rearing and cr

are the major form of occupation of the people of the area. Ov
the people interviewed indicated livestock and crop farmin
primary occupation (Table 4.1). Apart from farming, mar
particularty, women engage in other non-agricultural activities
dry season in order to add to the family income. This is also
when most trading activities between the people and traders

parts of Nigeria is commonest.



Table 4.1 Occupational Pattern

Activity No. of Percentage
Respondents (%)

Crop Farming only 5 5

Crop & Livestock Farming 92 92

Livestock Farming only 2 2

Non-Farm activities 1 1

Total 100 100

Family Size and Composition

The size of family is an important factor in livestock production, because it
determines the manpower available for farm and non-farm activities. An
average of 6 members per household was recorded during the survey
(Table 4.2). The average household size from the participants survey is
relatively large. The large size not only contribute labour for the farming
activities but also provide at least 60.8 % of the total man-hour input in the
small-holder livestock fattening schemes. The prevailing custom of

polygamy among the non-christain groups is one factor responsible for this

large size.

About 46.7% of the respondents have an average of 6 family members,

while about 18.3% of the families have between 8 - 9 members. Another

12.6% have 5 - 6 members.
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There appeared to be surplus tabour arisng from large household size,
which are able to seek full-time jobs in the non-farm activities such as

groundnut oil and cake processing, especially those living near cities and

towns.

Table 4.2. : Frequency distribution of respondents by Household size

Size Distribution | No. of Participants %
2-4 18 15.8
5-7 24 21.1
8-9 55 48.2
10 ~12 7 6.1
12+ 10 8.8
Total 114 100

The Age-Group Distribution of Households is further illustrated in Table
4.3. As expected, most of the males who form the household labour are
between 30 and 55 years of age accounting for over 80 % of the total

family fabour input.

About 70% of the participants fall within 31 - 45 years of age. This is the
most active popuiation, particularly on the farms; 14% are 46 — 50, while
12.5% are between 51 - 55 years. These are less active people who do

less strenuous activities such as sheep and cattle fattening (Table 4.3).

These constitute the young, middle and old farmers’ age respectively.



Table 4.3. : Age-Group Distribution of Households

Age- Group | Male |Female | Total %
Children
1-12 24 30 54 7.0
Youth
13-30 21 19 40 52
Adults
31-35 48 52 100 13.0
36-40| 154 166 | 320 41.7
41 -45 83 76| 159 20.7
46 - 50 31 28 89 7.7
51 -65 10 6 16 2.1
56 - 60 5 8 13 1.4
61 + 4 3 7 0.9
Total | 380 388| 768 100

About 60.8 % of the family of those participating in small-holder fattening
schemes are males compared to 39.2 % who are females as at the time of
the survey. The explanation given for this, is that, the months of January to
May, the period the survey was conducted, are regarded as non-farming
months, when most of male family members have little to do than occupy
their time with livestock activities to look for cash to buy farm inputs for

crops.

Educational level of participants.

Table 4.4, shows that the level of education of the participants involved in
small-holder livestock fattening schemes ranged from 'no education' at all
to post-secondary education. About 7% of the respondents had up to

primary school education, 20% had some post-primary education, while
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majority (67 %) had no formal education. This low level of education has
provided them with little or no choice than to go into some form of trade,
farming and small-holder fattening. Education is thus a factor in
participation, adoption of innovations, technology use, farm production and
income generation (Norman, 1972). Even those who did not go to school

(67%) were exposed to some of form of adult and non-formal education.

Table 4.4. : Educational level of participants

Educational Level No. of %e
Participants

No schooling 67 67

Primary school 3 3

Secondary school
Teachers college ' 4 4
Tertiary Institution

Total 100 100
Source: Field Survey, 1999

income

Table 4.5 shows the family receipt among the beneficiaries interviewed.
Majority (90.9%) of the cattle fattening population have an average income
of above N13,786:00, while those involved in sheep fattening (9.1%), have

an average income of N3,233.00.
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In the survey areas, about 35% of the members were available for full-time
farm work, while about 12% were engaged in supplementary occupations,

including food processing, pottery, crafts, building and construction.

Table 4.5. ;: Costs and Returns of Cattle and Sheep Fattening

Type of No. of Average | Average | Net
Fattening Respon- | Cost Receipt Returns
dents (N) (N) (N)
Cattle Fattening { 70 32,037 47,383 15,346
Sheep Fattening | 30 28,100 52,200 24,100
Source: Fieid Survey, 1999,
Crop — Livestock Integration
Table 4.6; Beneficiaries and crops produced.
CROP Estimated quantity No. of
Produced Beneficiaries
(Tonnes) '000
Maize 312 186
Miliet 203 127
Sorghum 119 96
Cowpea 116 89
Wheat 64 69
Total 814 567

Source: Field Survey, 1999

This stresses the vital role ptayed by crop production in the determination

of effective participation in the livestock small-holder credit schemes. Over

45



The Pearsons’ correlation coefficient, r, is 0.935 which shows
positive linear correlation between agricultural crop product
participation in small-holder livestock credit schemes. This may n
as crop production increases, the number of small-holder livesto
schemes beneficiaries in the area also increases. The positive v
also confirms the hypothesis that there is a positive relationship
crop farming and livestock rearing. The study has shown that tl
strong relationship between the beneficiaries in small-holder |

credit schemes and crop farming.
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the schemes is 8008 tonnes. Similarly, under sheep fattening,
valued at N9.3 million were disbursed. With an average weig

sheep fattened of 27kg per head, 699 tonnes of mutton was pro

Table 4.7: Number and Amount of loans Disbursed under ti

and Sheep Schemes

Item Estimated | Actual %
(1996) Achievement
No. of Loans 18,032 20,502 113.7
Disbursed
Amount of 133,861,000 181,400,000 1355
Loans
Disbursed
Amount of 133,852,000 117,850,899 88.046
Loans Repaid

Source: NLPD, SCS Databank, Kaduna, 1997

In addition to this, the schemes made available to the market
quantities and high quality of animals that would normally

slaughtered as culled animals (Table 4.8).
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Table 4.8:  Cattle and Sheep Fattening Loans and Number of Animals
Purchased (1988 — 1996). |

Year | Totat Fatt. | Cattle | % Cattte | No. of | Av. No. | Sheep % No. of | Av. No.
Fatt Catt of Fatt | Sheep of
Loans Loans Loans | Purch. [ Caft. |Loans | Loans | Sheep | Sheep
Purch. Purch. | Purch.
1988 1225 1169 954 4370 37 56 46 1535 27
1989 2446 2187 89.4 518t 2.4 259 10.6 2743 10.6
1590 4134 3529 85.4 12618 3.6 605 14.8 11183 18.5
1991 3207 2942 91.7 8940 3 265 83 3792 14.3
1892 2924 2685 9.1 6215 2.3 259 89 2274 838
1993 2852 2623 92 5439 21 229 8 3953 17.3
1894 1647 1320 923 3360 22 127 77 1633 128
1995 1248 1024 822 2043 2 222 17.8 2853 129
1996 a1 706 26.0 1642 2.3 15 14.0 1479 12.9
80557 94.52
Total 20502 18365 49805 2137 31446
Av, 89.5 10.5

Source’ NLPD Databank, Kaduna, 1997

These and other non-credit interventions have substantially increased the
income of the over 44,340 participating farmers. |n addition, 745 ( about 3
%) of the farmers who participated in the fattening schemes took the
advantage of the complementary relationship between crops and livestock
by using the bulls as traction and for transportation of crops and crop
residues. An estimated incremental 893.9 hectares of land was cultivated

using 96 bulls.

The intention of using the private sector for the supply and distribution of
input has not been successful. Nine (48%) of the NLPD management
respondents confirmed that the scattered and irregular demand for animal
feeds in the rural areas made retailing of these products unattractive.

Therefore, the schemes had to depend on the large producers for the
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supply of the inputs, and to the various states. The costs of the

transportation and handling were, however, borne by the farmers.

The loan repayment by NACB standard was generally considered to be
satisfactory. The number of visits by farmers to NACB branches also

contributed, to a certain extent, the default observed in this program.

The renewal of loans fell far below the expected target of 80%. Out of the
total loans disbursed only 7,246 representing 30% were renewals. About
57 % of the participants attributed defaults to the attitudes of the NACB

Branch Managers towards loan recovery drive.
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Table 4.9: Incremental Meat Production as a result of the schemes Initiatives

Performance Indicator 1988 1990 1991 1992 1983 1994 1995 1996 Total
A. CATTLE
1. Number of Beneficiaries/Loans 1169 3529 2942 2665 2663 1520 1024 706 18365
2. Average No. of Animals 3.96 233 206 22 2 2.3 2.87
Issued/loan
3. No of Production Cycles 1 1 -1 1 1 1 1
4. Total No. of Animals 4370 12618 8940 6215 5431 3360 2048 1642 49805
Fattened/Produced
5. Dressed Wt. Equivalent(Kg) 159.5 159.5 1695 1595 1595 1595 1595 1595 1595
6. Total Meat Production(Tonnes) 738 990 862 533 327 259 8008
B. SHEEP
1. Number of Beneficiaries/Loans 56 287 243 126 222 115 1929
2. Average No. of Animals 27 .41 1441 1764 792 16.27 1296 178 14 1554
i __Issued/loan
3. No of Preduction Cycles 1 1 1 1 1 1 1
4. Total No. of Animals 1935 2744 11182 3793 2273 3954 1633 3952 1610 29868
Fattened/Produced
5. Dressed Wt. Equivalent{(Kg) 225 225 225 225 225 225 225 225 228
6. Total Meat Production(Tonnes) 35 46 84 37 89 36 699

Source: Compuied from NLPD Databank, Kaduna, 1937
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" An equivalent of 49,805 heads of cattle were purchased. With an
average weight gain per head of 60kg, the estimated beef

produced as a result of the schemes is 8008 tohnes, while the

estimated mutton produced is 699 tonnes (Table 4.9).

The SAR had based its analysis of benefits on 4 heads of cattle
per loan. While this was almost achieved at inception, this has
progressively declined to an average 2.7 heads per loan in 1996.
It was anticipated that the schemes would produce incremental
output :of 8,968 tonnes of meat from cattle and sheep fattening
schemes alone by 1996 (i.e. PY10). This anticipation is predicated
on efficient input d/elivery systems and improved animal
husbandry practices. However, the actual by PY10 was 8,707
1onne$, a maginal decreasé of 3%. This is so because given the
higher level of domestic inflation due to the Naira devaluation
arising from the macro-_economic policie_s; including the Structural
Adjustment Programme, SAP, introduced in 1986, the loan

amounts could only purchase limited number of stock.

4.2.2 Financial and Economic Analysis

The essence of re-estimating the economic rate of return and
other financial parameters at schemes’ completion is to ascertain

whether their implementation did produce the effects as
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anticipated at appraisal. The extent to _which these re-estimates
co.m.pare. v&ith ap.praisai .estimates is an indication of the schemes’
- performance. |

Using the 1996 datal, the level of profitabiiity of the various
enterprise were compared with the appraisal calculations (Table
4.10}. All the enterprise types — cattle and sheep production show
favourable returns to equity (owners/stakeholders). The sheep
production (Table 4.16 (b)) returned a high.er net cash benefits to
equity of N12,300 and net returns to labour of N188. Cattle (Table
4.10 (a}) had a net cash benefit to equity of N3,963 and to labour
af N124. This is compared wifh the net cash returns of N1,500

and N60O0 for cattle and sheep respectively.

The small holder credit scheme would enable the livestock farmer
to improve on his productivity and expand his level of stock. This
anticipation is predicated on efficient input delivery systems and
improved animal husbandry practices. Additional stock purchased

under the scheme constitute incremental to normal traditional

stock. This is the basis of the analysis.
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Table 4.10 (a). Cash Flow Analysis of Cattle Fattening
Credit Scheme B

SIN |[tem Unit |Quantity| Unit Value
: Cost(N} [(Naira)
1 |Cattie Sales Head 2 13000 | 26000
2 |Loan 1 1 10000 | 10000
3 |Equity 1 1 11383 | 11383
Total Inflow 47383
CASH OUTFLOW
1 |Stock Purchase Head 2 9000 18000
2 |Operating Costs
-Supplementary Feeds 1 1071 1071
-Medication 1 1926 1926
-Salt Lick 1 440 440
3 jLoan Repayment 1 10000 | 10000
4 [Interest Payment(18%, 4mnts) 1 600 600
Total Outflow 32037
Net Cash Balance 15346
Net Cash Balance to Equity 3963
Net Return to Manday(124 124
Days)

Defiated to 1986 prices {Source: NLPD Databank, Kaduna, 1597)
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Table 4,10 (b). Cash Flow

Credit Scheme

Analysis of Sheep Fattening

SIN jitem Unit | Quantity Unit Vaiue
: Cost{N) | {Naira}
1 |Sheep Sales Head 8 3800 30400
2 jLoan 1 1 10000 10000
3 |Equity 1 1 11800 11800
Total Inflow 52200
CASH QUTFLOW
1 Stock Purchase Head 8 2600 20800
2 |Operating Costs
-Supplementary Feeds o1 1100 1100
-Medication 1 400 400
-8alt Lick 1 200 200
-Molases 1 300 300
3 |Loan Repayment 1 5000 5000
4  |Interest Payment (18%, 4mnts) 1 300 300
Total Qutflow 28100
Net Cash Balance 24100
Net Cash Balance to Equity 12300
Net Return to Manday(122 Days) 198

Deflated to 1986 prices {Saurce: NLPD Databank, Kaduna, 1997)

Only beef production is considered as traded in this analysis. All

other products are taken as non-traded. For beef, import parity

price has been calculated ( Table 4.11). The economic prices of

the non-traded product - mutton have been determined by shadow

pricing with the standard conversion factor of 0.85. Costs of

inputs are based on average value per stock. To reduce to 1986

prices, beef price has hbeen deflated with world Consumer Price

Index, CPl, while non-traded commodities were deflated with

domestic CPI.
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For costs, Bank financing of the various components has been
taken as proxy for foreign exchange components. Thé local
component has been shadow priced and thus reduce to economic
costs. Foreign exchange components were deflated to 1986

prices using MUV index while the domestic components were

deflated with domestic CPI.
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The economic net benefits of the various enterprises based on the
values of production and inputs are given in Table 4.12. These

are mainly for the credit components, for which data are available.

Table 4.12 (a): Economic Analysis of Net Benefits at
Enterprise Levels):Cattle Enterprise

Year | Prodn.| Econ. Benefit Inputs Net Benefit
(Tons) Price (N'000) (N'000) (N'000)
(N'000)
1988 697 12.4 8642.8 1458.57 7184.23
1989 827 20.2 16705.4 1699.03 15006.37
1990 2012 20.3 40843.6 4710.13 36133.47
1991 1428 252 35985.6 6278.64 29706.96
1992 990 41.9 41481 4102.5 37378.5
1993 875 52.8 46200 6050.2 40149.8
1994 547 56 30072 3623.77 26448.23
1995 485 65.2 31622 415212 27469.88
1996 432 80 34560 5206.34 29353.66

Source: Computed from NLPD Dalabank, Kaduna, 1997

Table 4.12(b): Economic Analysis of Net Benefits at Enterprise

Levels:

Sheep Fattening Enterprise

Year | Prodn. Econ. |Benefit| Inputs Net Benefit
. |(Tonnes)| Price |[(N’000)| (N'000) (N’'000)
(N’000)
1988 35 14 490 88.15 401.9
1989 62 10.92 677 130.83 546.2
1990 252 13.04 3286.1 607.61 2678.5
1991 85 9.92 843.2 387.16 456
1992 51 9.48 483.5 218.62 264.9
1993 89 21.72 1933.1 634.75 1298.3
1994 37 26.5 981.2 255.99 725.3
1995 42 31.28 1313.8 268.86 1044.9
1996 32 35.76 1144.3 310.23 834.1

Source: Computed from NLPD Databank, Kaduna, 1997

The re-estimated ERR and NPV are given in Tables 4.13 (a) and
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Table 4.13 (a}: Economic Analysis (All Credit Schemes)

Project Total Credit Net Net Total Net
Project Benefit | Benefit Projec

Year Cost Cost Callle Sheep Benefil | Benef
1988 3002453 9007.359 718423  401.85  7586.08 -1421.C
1989 237898.05 7136.715 15006.37 546,21 1555258 8415.8
1990 29446.04 8833.812 36133.47 2878.47 38811.94 29978.
1991 24082.87 7224.861 2970696 456.04 30183 22938.
1992 37613.76 11284.13 373785  264.86 37643.36 26359.
1993 37641.86 11292.56 40149.8 1298.33 41448.13 30155,
1994 41924 95 1257749 26448.23 72525 2717348 1459
1995+ B4094.69 6288.743 2644823 72525 27173.48 20884,
1996 72933.76 6288.743 26448.23 72525 27173.48 20884,
1997 20962.48 6288.743 26448.23 72525 27173.48 20884.
1998 20962.48 6288.743 2644823 72525 27173.48 20884,
1999 20962.48 6288.743 2644823 72525 27173.48 20884,
2000 20962.48 6288.743 2644823 72525 27173.48 20884,
2001 20962 48 6288.743 26448.23 72525 27173.48 20884.
2002 20962.48 6288.743 2644823 72525 27173.48 20884,
2003 20962.48 6288.743 2644823 72525 27173.48 20884,
2004 20962.48 6288.743 2644823 72523 27173.48 20884,
2005 20962.48 B283.743 2644823 72525 27173.48 20884,
2006 20562.48 6288.743 2644823 72525 2717348 20884,
NPV = 11947

ERR = 69
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Table 4.13(b}): Economic Analysis {Cattle and Sheep
Fattening Schemes)

Project Project | Cattle & | Net Benefit | Net Benefit | Total Net Project | Cummulativyg
Year Cost | Sheep Cost Callle Sheep Benefit Benefit Benefil
1983 29899.4  9007.36 7184.23 401.85 7586.08 -1988.92 -11563.92
1989 23716.3  7136.72 15006.37 546.21 1555258  -8163.67 -19727.59
1990 29333 8833.81 36133.47 2678.47 33811.94 9478.92 -10248.67
1991 23982.4 722486 29706.96 456.04 30163 6180.62 -4068.05
1992 37481.2 11284.13 37378.5 264.86  37643.36 162.16 -3905.89
1693 37281.7 11292.56 40149.8 1298.33 4144813  4166.43 260.54
1994 414713 12577.49  26448.23 725.25  27173.48  -14297.77 -14037.23
1995 42150.3  13261.21 26448.23 72525  27173.48 6211.M1 -7826.22
1996 209625 6288.74 26448.23 725.25 27173.48 821101 -1615.22
1997 20962.5 6288.74 26448.23 72525 2717348  6211.01 459579
1998 20962.5 6288.74 26448.23 72525 2717348 821101 10806.79
1999 20962.5 6288.74 26448.23 72525  27173.48 6211.01 17017.8
2000 20962.5 5288.74 26448.23 726.25  27173.48 6211.01 23228.8
2001 20962.5 6288.74 26448.23 72525  27173.48 6211.01 29439.81
2002 20962.5 6288.74 26448.23 72525  27173.48 6211.01 35650.81
2003 20962.5 6288.74 26448.23 72525  27173.48 6211.01 41861.82
2004 209625 6288.74 26443.23 725.26 27173.48 6211.01 48072.82
2005 20962.5 6£288.74 26448.23 72525  27173.48 6211.01 54283.83
2006 20962.5 6283.74 26448.23 72525  27173.48 6211.01 60494.83
NPV = N5,317
ERR = 16

On the basis of the above scena-rios, the re-estimated ERR

is 16 % at the NPV of N5317:00, using 12% discount factor

projected to 20 years (for cattle and sheep only). The marginal

change in the re-estimated ERR is an indication of the low level of

investments in other components of the credit schemes.

The Staff Appraisal

Report, SAR,

had estimated the overall

Economic Rate of Return (ERR) to be 20%, while the calculated

-

29



ERR ( All Credit Schemes) is 69%, with the Net Present Value

(NPV) of N119,472:00.

4.3 NON-FINANCIAL PERFORMANCE

4.3.1 Project Design:
in general terms, the survey among project staff revealed that the
performance of the Bank in tHe identification, appraisal and
supervision of the project was satisfactory. However, at the
preparation stage, Nigerian national participation was minimal.
The project was, however, later redesigned in December 1989 by
a team of experienced bank staff in close collahoration with senior
management staff of the project and other divisions of Federal
Departnj\ent of Livestock & Pest Control Services (FDL & PCS).
With the experience gained at that time, the redesign was more
thorough in that implementation responsibilities were delegated to

the states through the Agricuiturai Development Programmes,

ADPs.

4.3.2 Fund disbursement by the bank:
| - The record at the NLPD shows that a {otal of 24 US$ million was
disbursed for the small-holder credit schemes as at December,
1996 instead of the target of 34 US$ million. This represent about
70.5% of thel- appraisal estimate. The reason given for this low

level of draw-down was primarily due to the low level of
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counterpart funding between the fourth and fifth years of
implementatioh. The level of counterpart funding during the early
years of the project was quite encouraging as it reached about
75% of the appraisal budget in 1989. Between 1991 to 1993, the
levels of counterpart funding dropped to as low as 51% in 1993.
Even when the counterpart funding had heen approved, delays
were always experienced in the relea_se of the funds by the
Federal Ministry of Finance. The B.anks level of financing of the
small-holder fattening schemes was, however, found to be
adequate.
The NLPD and NACB managerﬁent confirmed that the Bank
supervision of project implementation was satisfactory on the
"whole. At the end of the project, a total of 18 Bank supervision
missions were carried out as against 10 planned.

4.3.4 Borrowers Performance:
The performance of the schemes was about 55%, which on the
*whole s considered satisfactory. This shows that both counterpart
funding and overall schemes implementation and management
were above average. However, the inadequate and untimely
release of counterpart funding greatlly slowed loan draw-down at
the initial stage of the project. Furthermore, the massive
devaluation suffered by the naira aiso increased the burden of
counterpart funding of the Nigerian government by the year 1993.

1
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4.4

The stability of .project management leadership has greatly
faciiitated project implementation and achievément. That is, only
one Project Manager was removed throughout the life of the
project. However, it was observed that the restriction on levels of
expenditure imposed on project management by government,
although done in good faith, had at times slowed procurement

and, therefore, loan draw-down.

MAJOR CONSTRAINTS OF THE SCHEMES.

The Second Livestock Development Project (SLDP) became
effective at a time when macro-economic structu.ral bhanges,
including SAP, were being introduced in the economy. The
Federal Government counterpart funding requirement did not

match the massive devaluation and the excessive inflation in the

economy. Consequently, loan draw-down was far below appraisal

estimate in the first three years of implementation. In addition, the

inability of NACB to agree with the state-on-lending agencies

during the early years contributed to the initial low draw-down of

the loan.

Weak institutional linkages with state institutions like Agﬁcultural
Development Programmes, the State Ministry of Agriculture etc.

slowed down project implementation greatly since NLPD was the
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main implementer of the schemes in all the states of the

federation.

By identifying these constraints, it was possible to determine the
type of assistance to provide for the schemes in the country as a
development strategy that can encourage livestock production
and consequently farmers’ income in rural areas. Expectedly,
capital ranked highest, 70 (37.9%), followed by livestock feeds 40
(21.6%), Poor pricing 28 (15.1%), Transportation cost 21(11.3 %),
labour 15 (8.1 %) and market accessibility 11(5.9 %). A potential
livestock fattener may have in hand viable project which he or she
is capable of underiaking, but may be unable to carry it out
because of lack of the necessary capital. Similarly, inadequate
livestock feeds in the rural areas seems to be pre-eminent among
_other problems, including technological and marketing being faced

by beneficiaries in the livestock sub-sector.

In this section, therefore the constraints to effective performance

of the livestock credit schemes implementation in Nigeria are

examined in Table 4.14.
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4.4.1

Table 4.14: Percentage Ranking of Constraints to Small holder

Credit Schemes

S\No. | Constraints Frequency | (%) Rank
1 Lack of Capital 70 378 {1
2 High cost of Livestock
Feeds 40 21.6
Low prices of products |28 151
High cost of 21 11.3
transportation |
High cost of labour 15 8.1
6 Market availability 11 5.9
Total 185 100

Source: Field Survey, 1893 (Multiple response)

Farmer's Constraints

Capital

Capital is the most important factor of. production in livestock
féttening program. This Is because all activities require certain
basic inputs, many of which will have to be bought. The smail-
holder fattener will need capital to purchase livestock, livestock
feeds veterinary drugs and inputs, hire ektré labour, etc. The
results of the survey showed that most of the participants of the

credit schemes normally get their working capital from the sources

listed in Table 4.15.
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Table 4.15: Sources of Capital

Source %
Borrowing (All Sources) 57
Sales of farm produce (livestock inclusive) 31
Sale of goods . ' 8
Other sources (gifts, family, etc.) . 4
Total ' | 100

Source; Field Survey, 1999

About 25 % of the respondents indicated that Iack. of capital
and/or credit at reasonable rates of interest is one of the major
constraints in livestock credit scheme. Only 11 % of the
respondents indicated accessibility to any institutional credits.
Most of the respondents ( 86 %) attributed their lack of access to
credit facilities to the red tape-ism, graft and corruption of the
financial institutions. Over 57% of the capital used, however:
come from NLPD/NACB livestock credit scheme. Since these

participants are largely from farming families, the general shortage

of available capital also apply to them.

Table 4.14 shows that 70 of the 100 participants attributed their
inabiliti( to effectively participate in livestock fattening to lack of
capital. As in all businesses, a farm enterprise requires finance for

procurement of inputs, and for wage payments. About 87% of the
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respondents indicated that lack of capital and/or credit at
‘reasonable’ rates of interest is one of the major constraints in

livestock fattening program.

Labour

Labour is a. deciding factor iﬁ Iboth:agr.icultural .énd livestock
production, whose combined efforts is needed to generate wealth.
It is a conscious activity of man, in which he expends his energy
and human endowments upon the natural and artificial
environments for the production of agricultural and livestock

outputs (Norman, 1972).

In the absence of enough male labours, both farmers and the
small-holder fatteners resort to hiring of labours. About only 20 %
all the respondents interviewed confirmed the use of few hired

labours to compliment their self employment due to high cost.

To get information about the labour characteristics of households,
respondents were asked to give information on age, sex, marital
status etc. The result of the survey shows that the average

household in the survey area is 6 member. Details about labour is

presented in the Table 4.16 below.

66



Table 4.16. : Labour Use by sex and activity

Sex Activity engaged in Man Hour | %
per Week
Male Crop farming, Livestock 52 68.4
rearing
Female | Rabitry, Poultry 24 31.6
Total 76 100

The nu;nber of people within the family unit actually involved in
both farm work and livestock production as given by the
respondents varied from 3 persons to 6, indicating very low labour
force. An examination of the sex composition of the livestock
fattening participation shows that males outnumbered females.
This has been attributed to the fact that in most areas of the north,
women do mostly indoor activities. The male participants
accounted for 68.4 % of the total, leaving 31.6% represented by
female members as shown in Table 4.16.

The amount of labour available for farm and livestock activities
depends on the following factors:-

(1) the number of household members who work for the family
is determined by size of household, age, and sex .

(2) the length of time each household member is prepared to

work for the family farm.

(3) the availability of financial resources to pay for non-family
labour,

"As expected, most of the labour for livestock production ( 65.2%)
are undertaken by family labour. Non-family labour during the

survey period accounted for only about 18.2% of the total man-
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hour input for the livestock fattening program. These include hired

labour, contract labour and communal labour.

Fluctuation in Market Price of the Sch?me Animals

In Nigeria, there is a dearth of regularly published .meaningful
market price information on livestock. This and the annual price
fluctuations and trends place a very severe constraint on the
farmers and scheme managers in planning thé timing of loan
disbursement and when to dispose of the animals. The prices of
fattened livestock is dependent on a number of factors, inciluding
period of sale, the demand for the product, the supply to the
market, the distance from the point of production, the
transportation cost and whether there is a substitute for such a
product. Observations, however, shéwed that upward pric.e.trend
of the early 1989 may have passed its peak probably due to
declining consumer purchasing power. Therefore, a good returns
on investment to beneficiaries of scherhe may become more
difficult to realize. Several groups of scheme beneficiaries have
complained about the poor markets for their animals particularly in
the far north. This has led to efforts by some of them to pool their

fattened animals and transport them to the southern cities where

prices are more attractive.
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Market .

Nearly 5.9% of the participants attributed lack of markets and/or
| marketing problems as a constraint. This indicates that market is
not a serious constraint. This is not suprising because, while it is
true that middlemen and traders have often ‘cheated’ small
peasants with regards to the sale of livestock and products, and
agricultural commodities, it is also a fact that these middle-men
and traders have often provided virtually the only link between the
small producers and the rural markets. In the absence of
reasonable transport and storing facilities, these livestock

producers tend to dispose of their products at 'fair' prices.

Misconstruction of the Credit objective: Many farmers

deliberately misconstrued the Government objectives in instituting
credit programmes. The Livesfock credit scheme is being
regarded by most farmers as a “pational cake”, a bonus or a
political patronage or even a subsidy that must necessarily be

distributed equally to the masses at the grass root level.

Diversion of Credit Facilities meant for fattening: Observations

from the field have confirmed that diversion of funds disbursed to
beneficiaries for purchase is a very common phenomenon.
Diversion may either be partial or complete depending on the
degree of supervision by technical ofﬁcérs after disburéement. it

is more common among civil servants and “absentee” farmers and

-
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where disbursements are made at the time prices of animals are

highest,

Mismanagement of the fund: This is most common where

supervision by credit and extension officers has been minimal and
where a farmer is over ambitious in his investment than his

managerial ability can cope with.

Poor record keeping and Accounts by beneficiaries: Most

smaliholder farmers are uneducated and the_refore depend on
crude method of accounting. This makes it difficuit to account for
the funds disbursed and so they are unable to know whether they
are gaining or losing. Because they are unable to quantify their
inputs, their expectations of the net cash batance always acts as a
source of discouragement or encouragement.

Institutional constraints. ' o
One of the objectives of this study is to determine the general
performance of the scheme in terms of credit management, loan
disbursement and repayment as well as input procurement. These
problems are classified and ranked according to the institutions

involved. The problems identified for NACB are shown and ranked

asin Table4.17.
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Table 4.17: The Ranking of problems faced by NACB.

No. of

Problems Respondents | Percentage Rank
Slow pace of Top-up
Funds 33 15.5 1
Delay processing 21 9.9 2
Overtly complex
legal documentation 16 7.5 3
Poor loan recovery 14 6.6 4
efforts
Lack of staff 11 5.2 5
mativation
Poor attitude by
Attached staff 7 3.3 6
Diversion of loans
by beneficiaries 6 2.8 7
Time deposit by
NACB Managers 4 1.8 8
Total 212 100

Source: Field Survey, 1939 (Multi-Response)

Delay in processing of applications forms: This lead to

excessive delay in loan disbursements at the right time of the year

when prices of livestock are lowest and crop residues abundant.

Complex legal papers: The process of involving at least two

guarantors who must be present physically and with their passport
photographs to sign the undertaking can not augur well for a credit
scheme that is supposed to be soft and without collateral. Apart
from discouraging the participants of the scheme, it lengthens the

processing time as well as increased transaction costs to the

farmer.
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Lack of commitment and interest on the part of some NACB

Branc;h officers: The SLDP credit scheme is viewed by many of
them as a separate programme which is interfering with their
normal schedules of duty. Most of them therefore developed
lukewarm attitude towards the scheme, even with interventions
from their Headquarters and Livestock Credit Unit (LCU). This

type of attitude tends to have strong effects on the progress of the

scheme in the country.

Ineffective and inefficient loan recovery efforts: The issue of

good loan repayment is very crucial in a viable credit scheme
because it reduces the degree of capital rationing by NACB.
Surprisingly, NACB failed to realize the fact that the task of
ensuring smallholder loan repayment is her primary responsibility.
While it is a fact that in any credit scheme there are likely to be
defaulters, it is, however, also true that the only way to minimize

default is through regular visits to the loan beneficiaries and

improved credit supervision.

Slow pace of Top-up funds to NACB Branches by LCU: All

states experienced this problem for nearly one calendar year
in1989. Many farmers identified for the scheme during the period

had to withdraw while others lost confidence in the ability of the
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Bank to deliver the credit facilities to the smallholder farmers.
This, of course, is an important reason for the poor performance

of the scheme by the states.

" Diversion of funds to Time Deposits: It was a common practice

to find funds meant for farmers lodged in time deposit account
with recall period ranging from one week to three months by the
officials of the credit institution. During t.his' period, fafmers whose
loans have been approved would have to wait for funds to be
available. Farmers travelling from their homestead to such NACB

Branches often get discouraged and disillusioned.

Lack of staff motivation: Motivation is an inducement or

encouragement given to staff to make them perform willingly and
well in a given circumstance. There is the need for the people to
be motivated so that they could give their best to whatever they
are doing. NACB officers and scheduled officers often give lack of
motivation as reasons for their non-performance. Many atimes,
there is lack of functional vehicle, non-payment of night
allowances and non-self development opportunities. .f
4.4.2.1 National Livestock Projects Division (NLPD})

_ i
The major problems identified with NLPD are shown in Table

4.18.
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ldentification of wronqg beneficiaries: Farmer's

combines the evaluation of technical and credit w

criteria. The former is the responsibility of NLPD. A

beneficiary must provide the fotiowing information;

- source of catile e.g. cattle market

- supplies of crop residues

- source of regular water

- an area suitable for feeding and holding cat
: p}eferably with shade

- previous experience in livestock production

- labour to care for the animals daily.

74



ANTHEE, e o, HUWEVELD, UIC TCopUllaliaiity Ui Uic LI SUIL Uil
the NACB who should visit the farmers jointly with the
Officers to evaluate the credit worthiness. Such factors
degree of motivation towards the scheme, the inten
utilization of family labour as well as the farmer's attitude t

some situation could be a possible delineating criteria.

Inadequate supervision and extension services:

observations in the field, the performance of Livestock ex
services seems to be unsatisfactory in most states of the «
It is important to point out that supervision should start as
loans are disbursed. This includes guiding the beneficiz
the right animals to buy, identifying them by ear-taggi
ensuring that he adheres to the technical advice given

management of livestock, including the required feed,
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ration and health. Regular visits are the panacea for any

successful extension.

Inadequate publicity and education of the farmers: Poor

publicity and awareness of the scheme is a limiting factor to the
-progress made so far. Publicity campaigns at the moment are
almost nonexistent in all the states. Enlightenment should be
focused on the need for farmers to use the loans for the purpose

they were meant to serve.

Lack of reqular and effective monitoring and evaluation: At

each stage of implementation, it is necessary to assess the
influence of certain elements on the credit scheme. Regular credit
monitoring by state, District and Extension Officers is almost
nonexistent, either due to laziness or failure to appreciate the
need to undertake such visits. For the scheme to continue and
expand, it is essential that both beneficiaries, the financiers
(NACB) and technical supervisors (NLPD) are convinced of its
ability to increase home produced beef and mutton with its
consequent economic benefits to the farmer. Credit information

will only be available if regular monitoring and evaluation of the

scheme are undertaken.
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Delays in procuring and delivering the inputs: From the

survey results, NLPD has played a major role in the provision of
" technical support services and supplies of input such as
molasses, feed, drugs, and mineral salt licks in the past three
years to the participating farmers. The advantages of these are
that the required balance and economic rations and doses of
drugs, as well as, minimum cost are available to the farmers.
However, prices of these inputs have also become so exorbitant
in recent times because most of the grain-related agro-industrial
by-products such as wheat bran, dry brewers grains, maize bran
have become scarce and expensive. These, coupled with rapid
increase in the number of loans disbursed, have made it
practically difficult for NLPD to meet the growing demand.
However, a lot still have to be done in the area of feed
procurement and distribution. Beneficiaries have complained that,
at the moment only cotton seed cake (CSC) is being procured and
distributed in the northern part as supplementary feed for
ruminants. There are probably, still a significant quantity of cotton
seed cake left but there has been a dramatic fall in production of
Dried Brewers Grains (DBB), wheat offals and Ground-nut cake.
There is little doubt that some livestock owners, especially those
from Mambilla Plateau in Taraba State participate in the scheme

purely to obtain the benefits of input supplies and services rather
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than for the credit to purchase ani.mal.s for fa.tt.ening. The sfudy
revealed that it is more expensive to feed the schem'e.' éhimals
with only cé&on seed cake as a supplement and still make profit,
as has been the case five yeéfs ago.. Analysis of high-energy
feed-stuff has shown that Rice bran is fairly palatable td:“férm
-' .ani'méls. if :fed along with molasses. IAp_art\ from being a cheap
source of feed, rice bran if fed albng wi;'h I.reduced amount of CSC_
and molasses can yield the required dry matter, enefgy and c.r'u.c.i.e-j.
~ protein need.ed to fatten cattle at the rate of 0.5 kg per day. Rice
bran is a valuable feed and therefore'. adﬁisable to be included in

livestock feed to reduce cost.

High overhead and loan administratio'n costs: it is not

UNcoMmMon for credit—related institutions to complain of the
exorbitant costs of”administering loans. This is confirmed by the
- responses of the NACB Managers especia.ily.in, northern part of
the country, where these costs manifest in the forms of vehicle -
" repairs :;md méiﬁtenéncé, night allowances, overtime, fueling and
lubricants, transport and travel and gene?}al e.ipe.nses due to long
distances. These costs cannot be justified when compared with

the output in terms of the number of loans being supervised.

!
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Insufficient coordination among implementing institutions:

All levels of management involved in the credit scheme need free
flow of information on which to base decisions, to plan, to
organize and to control. This free flow or coordination of
information is lacking in the NLPD/LCU/NACB relationship. The
NACB Branches in some parts of the northern states are yet to
recognise the importance of coordinating with NLPD and
* sometimes LCU to produce the necessary information needed to
ensure effective and efficient credit monitoring, evaluation and
management. The NLPD state officers have listed lack of such
documents as the issue vouchers, receipt vouchers, defaulters
registers, loan register and cash book copies from NACB as
constraint in evaluating the success and scale of operation of the

schemes at any point in time.
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5.0

5.1

5.1.1

CHAPTER FIVE

SUMMARY OF FINDINGS, RECOMMENDATIONS AND

i T
[ERERERRL Yy W

CONCLUSION
SUMMARY OF FINDINGS
The adoption of the direct disbursement approach of small holder credit

facilities to livestock farmers is now firmly established in the country.

I
i

Socio-economic variables

From the survey, it was observed that over 92 % of the people

- interviewed indicated livestock and crop farming as their primary

occupation. An average of 6 members per household recorded
during the survey do not only contribute labour for the farming
activities but also provide man-hour input in the small-holder
livestock fattening schemes. The low level of education has
provided them with little or no choice than to go into some form of
trade, farming and smail-holder fattening. Majority of thé C.'.é.lttle
fattening population have an average income of above
N13,786:00, while those involved in sheep fattening, have an
average income of N3,233:00. There is a strong relationship
betwe;en the beneficiaries in small-holder Livestock credit
schemes and crop farming, stressing the vital role played by crop
production in the determination of effective participation in the

livestock small-holder credit schemes.

et AN T e
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5.1. 2 General Performance of the. schemes o ]
The schemes have, to a large extent, achieved the overall
objectives of increasing Iivestobk productions and farmers’
ihcomes.. The interventidn has caused an incremental.production
of 10,160 tons of beef, 1415 tons of mutton and substantially
increased the incomes of the over 44,340 participating farmers in
the Iast. tén.years. In addition, the schémes took the advantage of
the complementarity between crops and livestock and actively
promoted the use of animal traction by developing a credit model
that included implements for the cultivatioh of crops. and ox~cérts
for transportation of crops and crop residues. An estimated
incremental 893.9 hectares of land was cultivated using 96 bulls
from the schemes. However, the intention of usihg thé private
secior for the supply and distribution of input has not been
successful. The scattered and irregular demand for animal feeds_.
in the rural areas has made retailing of these .product;
unattractive. Therefore, the schemes had to continue to depend
on the large producers for the supply of the inputs, while the
NLPD had to fill in the gap' with regards to distributibn to th;

~ various states. The cost of transportation and handling are,

however, borne by the farmer.




5.1.3 Gaps between planned financial and economic projections
and the actual. '

Both the financial and economic analysis of the credit for cattle
and sheep production schemes at the farm level produced
favourable rates of return. The sheep production returned a
higher net cash benefits to equity of N12,300 and net return to
labout of N198. Cattle had a net cash benefit to equity of

N3,963 and 1o labour of N124.

The econorhic net benefits of the Qariﬁus enterprises bas.ed on
the values of production and inputs was found to be positive
for all the years. The re-estimated ERR and NPV for all Credit |
are 69% and N119,472 respectively, while Cattle and Sheep
Fattening scenario were 16% and N5,317 respectively. These
show areas of future focus. Net benefits after deduction of
project costs have been.discounted at 12% .ov.er a: 2IQ year.
project life, The re-estimates are considered favourable and
fully justify investments on the schemes when compared with
.the 12 % discounf rate, It is assu.med that after year 7, pfoject
costs would maintain current output levels at 50% of PY7
costs. The marginal change in the re-estimated ERR is an
indication of the low Iével of.i-nvestme.nts fn other combonents

of the project.
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51.4

51.5

Th_e socio-economic benefits of the credit schemes to the
beneficiaries

Majoriiy of the cattle fattening .popuiation haife an averége income
of above N13,786:00, while those involved in sheep fattening
have average income from the scheme of N3,233:00, thus
increasing their per capita income. T.he schemes brought about a
more complete crop - livestock integration into the economy,
resullting in self-sufficiency in food products for the country. It has
also brought about improved access 10 production rzesources such
as capital, labour, land and efficient management of their farms.

Access to new technologies, inputs and markets have made the

enterprises more profitable.

The constraints to effective participation in smaltholder

livestock credit schemes

~ The study shows that capital, marketing facilities and appropriate

-pricing ranked highest as the main constraints to effective

- participation in small-holder fattening in the country. Other

constraints such as land, transportation and labour constitute
varying degrees of difficulties to effective participation. Similarly,
the correlation coefficient, which is 0.935, indicates a strong

positive linear relationship between crop production and the
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location of livestock small-holder fattening scheme, confirming

crop-livestock integration.

AII the analyses po.in.t to the fact that the problems ide.ntifiec.l have.
been responsible for the slov& ﬁaée of p.rogress,. and low
disbursements and recoveries during the first three years of the
scheme. The results showed thét over 62% of the problems
militating against the success of the scheme in the zone 'a're
attributable to the NACB, while about 25% are caused by NLPD,

This. cohﬂrms.the repor{s recéived from the states in the zones

concerning the attitude of NACB staff in general towards the

scheme.,

The results also showed that quite a substantive percentage of
the failure is attributed to fauity identification of beneficiaries. This
.haé led to poor re.paymenl respdnée from particularly the civil
servants and the urban elite. This is in contrast to the over 52% of
those actually involved in livestock production who repaid their
1oa.n fully wh'en due. This con.ﬁrms an earlier observation that the

success of the scheme lies with involving the actual rural livestock

farmers. | . ol
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project OpjeUives COUIU DE aLintved,

. While the supply of farm inputs is best left 1o the pr

sector, there must be some exceptions mainly becau:
the nature of livestock operations and the lack of incer

for retailers to market some specific livestock feeds.

.Farmer involvement at an early stage in designir

schemes is essential, otherwise as was seen in the gr:

reserve development component, putting infrastru

4).

alone does not necessarily result in automatic settleme

Making the credit schemes demand-driven, has at t

caused a slow down because of delay in disbursing |

to the NACB branches in the field.

. Experience with the livestock fattening model ha

iterated the fact that new technologies, particularly

regards to livestock production must be tested overtim

85



5.2

socio—econom.ic parameters established before they are
hrésented for adoption by farmers. «

6). Internal organisational structure of the NLPD which placed
units of dis-similar function, made coprdination difficult,

thereby stowing down scheme implementation.

RECOMMENDATIONS

Sustainability of the schemes should be c-:l.eéign-ed'to addréés
two major areas: {(a) sustaining the physical achievements
already in place and, (b) sustaining the scheme beyond the
project period. The NACB should agree to continue funding
the livestock credit through their network of branches located
all over the federation. The NLPD on the other hand, should
contintie to provide the nec:eééary technical assistancé.arllc.:l
support to the LCU. This high optimism arise from the high
demand of livestock credit observed in the study. So long as

there is demand for livestock credit, NACB should continue to

provide funds for the financing.

In order to have a well managed and successful small-holder

credit scheme which can adequately address these problems, the

following recommendations are suggested:-
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1)...The proj.ect.management .shouid be given a Iiﬂle more
édibnbmy in order to facilitate decision—makin'g.. aﬁd
accelerate scheme implementation. Future projects that
have credit component should vest the overall responsibility
of credit fund under one institution. -

2}. Procedure for disbursement of credit should be made as
simple as possible so that a farmer can obtain a loan within
a reasonable period of time. NACB should also aﬁpoint
rural credit officers that could process joans and disburse to

[3

farmers after obtaining the funds from the nearest NACB
branch. |

3). Repeat loans should be made automatic and should not
undefgb the same documentation as new loans. Anything
other than this, frustrates the farmer and discourages thér.'n'
torepay loans. -~ - "

4}. The commercial banks should be encouraged tb lend
money for livestock enterprises through Livestock
Cooperative Societies due 1o high cost of loan
ac.i.ministré.tidn. |

5.) Both NACB and NLPD should adequately motivate the staff
involved in the scheme by providing those factors that enhance

productivity, which inciude regular promotion, better pay,
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5.3

recognition of hard work, job security, regular training and re-

training.

6.) NACB should open .ll'nore rufrél branchés and Local
Government Areas should be staffed with qualified
.Iivestock/vetérinary personnel as credit officers.

7.) Livestock extension services 1o the scheme beneficiaries

shouid be reorganized to invoive teaching, visiting, delivering

. of the required inputs and formation of livestock cooperative

~ societies.

8.) The scheme Management information System (MIS) should be

lmproved and communication gap between the NLPD, NACB

and LCU be bridged.

STRATEGIES FOR IMPLEMENTfNG ;I'HESE o RS
RECOMMENDATIONS 3 '

The development and communication of strategy are among the
most important activities of any manager. As Rose and Kemi
(1984) put it, "without a strategy the organisation is like a ship
without a rudder, going around in circles; it's like a tramp, it has no
place to go”. The near poor performance of the livestock credit
schemes in Nigeria must, therefore, be aitributed to.lack of ﬁroper
articulation of strategies, the wrong strategy and/or even {ack of
implementation of the 'reasonably good strategies earlier put in



pla.ce'.' in order to imp}erh.er-lt the recommendationé Ieffect:ive'uy,

clear and meaningful strategies must be developed. The followih'g

- strategies, if implemented effectively shouid reduce the many

-pr'ciblems of the 'srﬁall-ﬁo!der credit scheme in Nigeria to a

manageable level:-

(1) in order to reduce unnecessary bureaucracy in the processing
of application and hasten disbursements, livestock cooperative
societies should be used as avenues for loan extension. This
means, all those requiring foans for the livestock credit scheme
must form themselves into some cooperative societies, as a
condilion. Farmers should, therefore, organize themselves into |
viable cooperative societies at_t_he district and village ievels;
then apply for the loan in bulk for group guarantee, and easy
control of disbursement and recovery. In this wéy, tl'.:er.e.
should be no need for individual beneficiaries presenting two
guarantors as it is the practice at the moment.

(2) Improvement in extension and credit supervision should adopt
the following strategies:

(a) Regular visit to the fattening scheme for teaching and
demonstrating ration formulation for maximum results.
(b) There .should be one livestock extension officer attached to

30 beneficiaries at a time, for effective coverage and maximum

attention.
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(c) Carry out IiQestock shows and field days at district and
village levels to publicise and educate farmers for the need to
form v__iab_le cooperative societies.

(d) Establishment of functional livestock éervice centres in all
NLPD District offices for easy accés's'of inputs to beneficiaries.
(e)The arrangements for the sourcing, procurement and timely
distribution of inputs for the scheme should be carried out
during the wet season. Distribution to all the District Officers
should be completed before onset of the dry season for the
next disb.urs'eme.nt season.

(3) The bulk of NLPD's total overhead cost comes from credit
activities rather than their primary role of extending technical
services to t.he beneficiaries. In order td reduce this cost, the
foliowing steps should be taken:- | | |
(a)NLPD and NACB officers should jointly carry out the
éppraisals of potential beneficiaries, extension services and
loan recoveries.

(b) Strict compliance with cost-effective trips by the State,
District and Extension officers, Only official journeys on
approved extension and work ptans and for the purpose of

enhancing the progress of the scheme should be allowed

and/or allowances, overtime paid.

90



(c) Adoption of zero based budgeting (ZBB) to elliminaté lov«;r
priority activities and improve effectiveness by shifting funds to
high impact activities such as _formation of livestock
cooperative societies, extension | .sell'vices and information
gathgring. |

(4) In order to improve efficiency and effectiveness in the scheme
the reward system and other orgénisational b.enefits should be
impiemented as follows:-
(a) s..taff' p.e:.rformance should be measured by the number of
loans disbursed and or recovered during the period. When
they (officers) realize that their outputs are being measured
against a predetermined standard, they will make effort to
improve their performance, particutarly, when rewards or
sanctions are _specified for higher performance or non-
perforrriancé.
(b) NACB should provide maotor cycle and vehicle loans to the.
extension officers at low interest rate to purchase their own
vehicles for easy movement. Alternatively, separate vehicles
be permanently attached 1o extension officers for the purpose
of appraising, supervising and recovering loans that are due.

- {c) Night allowances, transport and overtime claims should _be |

. | paid promptly.
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{(d) The identification of missing skills and a coordinated and
relevant training of all officers involved in the scheme will no

doubt improve their effectiveness and efficiency. \

i
(5) The need for coordinated information exchange between the

agencies implementing the scheme Cannot be over-
emphasised. in order to remove communication gap:- -
(é)A!I scheduled officers should be given free access to the
Accounting documents to enable them compile relevani
information on the scheme.
(b} Separate Officers be assigned the responsibility of
retrieving, collating and disseminating data and processed
information within the related instituﬁons handling the scheme,
(c) All ifnportant circulars in respect of the scheme should be
copied to LCU, NACB or NLPD officers, as the case may be, -
(6Y(a)A strong link shqu!d be established between groups of
small-holder beneficiaries supplying welt finished and fattened
livestock for slaughter with the butchers and modern abattoirs.
(b) The scheme beneficiaries should form themselves into
market.ing coo.peratives and transport their fattened animals by
road or rail to urban cities in the South for better prices. | i
(c) Sheep (Rams) fattening period should coincide with the
Muslim festival of “ld-el Kabii” when very high prices are

realised. - | - |
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54 LIMITATIONS OF STUDY

There were a number of limitations in the study. These include:

1.) Reluctance of some of the beneficiaries to cooperate in giving
their socio-economic backgrounds and incomeé.. | |

2.) Some of the farmers are illiterates and did not keep records or
willing to. divulge information.

3.) The cross-sectional surveys generéted data that are varied
because their responses are also varied.

4 ) Selection of the participants. on the basis .of their. accessibility
resulting in distorted judgements of the questionnaire. i

5.) The coverage of the area of study is I_imited and only a small
number of purposively selected locations and beneficiaries;
and only two smali-holder credit schemes, cattle and sheep,
were involved; hence the findings, which can only be broadly
indicative, would need to be further validated through more
extensive surveys. |

6.) The estimates used are rather conservative and have been
limited to fhose.quantifiablé benefit models only, where dala

availability permit their calculations.
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5.5 CONCLUSION

The study concludes that, although the scheme attained over 50%
performance rating, it could have done better but for the problems
enumerated. The study, therefore, suggested among others, that loans
should be disbursed through cooperative societies, improvement in
credit supervision, entrenchment of reward systems for staff who
perform well and proper coordination and éxchange of information

between the implementing agencies.

it is, therefore, héf;essary that.the small-hdlder livestock producer given
ali the necessary credit attention, if the objectives and targets of the
schemes are to be achieved. Priority sho_uld be particularly given to the
efficient and effective implementatioh, monitbring and evaluation and, of
course, a strong political will to mobilise the small-holder farmers to
benefit and improve their living conditions. fn order to achieve these,
there‘has to be implicit coordination among the implementing ihstitutions
(NLPD, NACB, LCU)} with a view to avoiding the problems, reduce the

over head cost and a refinement of the methods of operation and

supervision,
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