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_ABSTRACT

The issue of ¢credit in agriculiural production has
attracted the 3tudy of sevoeral writters on Rural Development.
Aong these writters are irun (1980) Lele (1978) Mollor {(4966)
King (1977), Rana (1973) to montion but a few, King (1977)
eand Mellor (1966) observed that one of the major svurces of
orcdit %o farmers in Kano State, N.B, State and part of India

have bean the local wmoney lenders, and Merchant traders,

Verious rural cowrinities, states and Intemational
Organiszation {such as the world Bank) have underteken various
strategios te solve probleus assocated to low credit in
production asctivities of the peasant farmers, These
strategies Include lond use policy formlatiin. of Agricultural

Development Programmes, and formlation of Co-oporative movements,

Lele (1976) expressed litter disappoint that vory little
of the er.dits seft up for the peagant farmer in several Bagt
Africun jgricultural Developnent Programmes setually renched
the poor farmer for which thoy are neant, but rather the buile
of guch credids woant to the large scalo entorprisces. One of
the roagong ndvance for the land advanced of ercedit do the
peagante iz that the farmers do not pursesgs the needed scourity

or collateral to gualify then for credit,

Famers co~operatives sociebices hunve thercfore ererged to
take unianimous decigion on problews affecting farmers, They
have thrcugh amslganiation of their resources aimed to build their

own capital for empleyuent into production and/or to attract



(vii)

erciit from entemal scurces. It is on this basis that
Wharton (1970) contend that co~oporative societies have high

potantials for chamnelling credit tu the famers,

The problen of this study thercfure is to exanine with
a case gtudy of the anaubra Ce—operative Firarcing .ugenoy(..CF“}
limi ted to what extent this ipex Co-operative society has solved

the problen of eredit in the rural areas of .nambra State.

Although constrained by linited resources, ACFA has
nade a remarkable progress in channelling credit to the farmers
in /nambra Local Governnent Arens. With 2 total disbursenant of
14,096,901+00 and i%5,628,163+19 cretit to her affiliated Co-
operative societios between 1976 to 1980 - 85 respectively

ACFi. has digplayed high potential for cerodit distribution.

The major set backs of LCFA are her limited channels of
credit distribution and orgmnisational strategies., Over
90 perecent of LCF4 erodit are channelled through fuod
production and yot this is & business that is subjected to
fluetunting physical and econcmic factors that often randers
it impossible for famers to uect their set targets, and renders
repaynait of loan inpracticnble or delayed, The irplication is
that non-repaynent of loans narrows dceus ACFA'S chances of
obtaining nore credit from her ercditors, or building her own

resouroes,

Fos¥ of the organisation and inplenentation prograumes for
ACFL croedit are left in the hads of the Divisional Co-operatiwve

Officers, ACFA has only a main office loented at Bnugu, this
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fact is not unrelated to the preoblem of late disbursenent of
ercdit, and vepaynent behaviour of some of the societies,
Hegular interraction uand nonitoring of cr.dit is a very |
important aspect in achieving the objectives of crodit
ingtitutions., It would enuble the institution to come 1;0.

grips with tlie probleas of the beneficiaries, identify then

and plan adegquately to find solutiong to such problems end
guard against then, Hence, there is need for the setting up
of sub-office which would liasc the activitices of the priusyy

[
gsocietios and the Dfo with the lHexd Offico.

There are aresd in whieh Co-operative societies have
shown renarkable response to credit repayment, These are
Onitsha Ogbaru, nambra LGAS, parts of fwgu and Abalkiliki LGS,
Por such nreaz there is necd to increase the invegtrents in
production as well as idantify cther famers problem which ACFL
can agsipt in solving. But for arcas of low food production
potentials, LlFA should survey thoir other potentials for

investuent and channel her credite inte those avonues.
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INTRODUCTTON

{a1a Statement of Froblem
According to de Wilde et al (1967)

"it is surprising how much developnent

has taken place in Tropical Africa with

comparatively little or no credit",
Bven where such credits have been provided through formal financial
institutions, it iz a known fact that little of this actvally
reaches the farmers, (Lele,, 1975) observed that lack of collateral
and other security requirements has been a major congtraint in
farmers obtaining credits from financial institutions. For
instance 80 per cent of the farmins population in Bthiopia were
observed to have not been eligible for credit from Agriculfural
and Indusirial Development Bank (AIDB), And even in Tanzania
one of the major conditions for obtaining credit from the
agricultural financial institution was that production should be
for export crops (Lele, 1975). Various rural communities, and
state government aware of these problem of credit in the rural
areas have undertaken various sirategies to solve thess problems,
One of such strategies is through the formation of co-operative
Organisation and Societieg in which the rural people amalgamate
their resources together to generate more income, or take
unanimous decision on production aetivities of the farmers or
puall their resources together to attract external assistance

and thus eliminating the constraints of lack of collateral.

The problem of this study therefore is to examine using the
case of the Anambra Co-operative Financing Agency (ACFA) Limited

how far she has tackled the problem of low credit in ‘E}g,n&_'ia%
cane Y2030
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areas of Ansmbra State, and also to identify what problema end
constraints she is confronted with in the achiovement of this

goal and to discuss the possible solutions to such constraints,

Review of Related Literature

In this section the rescapcher examines bricfly various

gtrategies adopted ty various countiries of the world to soive the

probleme of finance confronting their rural populace.

Included in these strategies are land Roform Policies and
land Use Acts, Pricing Polices in favour of Agricultural
products, Rural Development and Agricultural Development

Programms /Schanes to mention a few.

(a) md Reform Policies and land Use Acts

Various countries of the world have adopted land Refomm
Policies, and lard Use Acts to increase farmmers access to land
for production, These polices include in Israel the Moshavinm,
the Kelkhoz in the Soviet Union the Communes in China to mention
a few, Krache et al (1957) however observed that some of the
leaders of the communist govermment (e,z. in the Soviet Union)
have used the collectivisation strategy as a channel for
exploiting the rural rescurces (land) to which the peasants
have strongest attachment. However, the reverse is the case
in the Chinese Commune System, where the main objective is
to mobilise the peasantyy ns a whole against the 80 called

foudal elements (e.g. Iaye land owners) (Kraehe, 1957).

Similarly in Sudan the land Use Act of 1905 was
instituted to prevent the farmers from alienating their lands

to the sheikhs, and the large scale enterprencurs (Gﬂitshel,
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1959), 1In Japan, land Reform policics which came in the post
war period ennbled farmers to obtain clear title to their
fams (Rano, 1973). In Nigeria, the land Use Decree of 1978
provided anong other things that it shall be lawful for a
Iceal Governmont, in respect of land not in an urban area "to
grant customary right of occupancy to any perscns cr
organisation for the mse of land on the Local Government Area
for agricultural, Residentinl and other purposes —-" (Arua,
1980, Macdowell 1966).

In most of those land Reforus nnd land Use Acts, the
aim is to increase the poor man's accesa to the basic means
of production - land, The advantage the rich people have
over the Door is their greater access to credit. They
could, without the intervention of theso land Use Acts buy
over moat of the lands from the poor. 4s good as the land
Use Lets and policics are as strategies for solving rural
poverty, however, there is the nced to prcvide the farmers
with the initial eredits or matching ground to assist them

to take-off production,

(v) e ghan i i 1i
Pricing polices in in favour of parficular areas of
production constrainst have also been sort as gsolution to
the farmers low capital base, In Norway and Switzerland
high prices have been placed on dairy produce, and special
subsidies given to mountain famers to avgunent their cost
of trensport and so on (0.8.C.D., 1964), In Nigeria,
ceiling prices had been placed on ensh crops such as groundnut,

0il palm produce and cocon,
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The first implication of such pricing policies is that
they only give limited benefits to the low income famers
bacauge fcr most agricultural products, demand is inelastic
i,e. the quantity demanded vories with price). Higher
Prices gives rise to lesser demand and hence tend to reduce
famers incone. In the case of ceiling prices for the cash
crops, thc demand on these cash crops hove been determined
by overson nmarket and hence ceiling prices have of ten been

impracticable because of price fluctuation (Hellicmer, 1966).

rket ism; rkoti Boards

inother narket mechanisa adopted is the Marketing Boards,
This is one of the ecarliest institution esstablished in West
African countries during the colonial administration to
increase famers potentinl for handling the marketing of their
farm produce — an effort to eliminate the erosion of farmers
income by the middlemen., The middlemen teke advantage of the
scarce financial resource of the peasant famers to buy off
famers products at farm gotes prices which are relatively
low and sell these products in urban and major centres at
higher prices, accumulating high profits to themselves.
The Marketing Board wes therefore set up to stabilise the
farmmers income through accumulation of Trading Surplus, Such

prafit by the Board could be advanced to the famers on need,

One of the crucial probloms the Marketing Board faced
was that of price fluctuntion, Under this condition it was
impossible to stabilise the fammers income, In additiom,
nis-nanagament of trade surplus by the managanent of the

Board, and over dependency of Regional Governments on the
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rovenue of Marketing Board for solving non-ngricultural
problans all eulminated in the failure of the Board to meet

the aspirations of the farmors (Helliner, 1966).

(e) Dovelopuent Progzrans

Agriculturnl Dovelopuent projects, and hgricultural
Credit Schemes could be congidered offorts to tadcle problems
of scareity of finsnce in the rural sceiors. These strategics
often lay eudilnalis on inprovement of production of agriculture
through provision of credits, eapital tools (e.g. traoctors)

and inputs such as fortiliszer,

In.lKénya for in.sta.nca. "spacial Ruranl Develomment program
(SRDF)" and Lgricultural Finance Corporation (AFC) were
specific programes for inereasing rural incomes and te provide
the rural scctor among other things with the needed finance
for production, Similar Iinstitution such as the NACR, the
Industrial Development Contre (IDC) and gmall-acale Industry Credit
Schene (3IC) in Nigeria are programs scbt up to assist spall-
genle rural industries with finance, investment guidauce
training and other a_ervicea. Some of thuse programs have
failed, somé xiécortied succeng in various aroas whilec cthers

porformances arce yet to be deterninsd,

In Konya the APC ercedit records in 1971 showed that 88
percent of the gross loans outstanding had gone to large
scrle Tarmera, Despite the inercasing proportion of funds
sarmarked for smsll famer in the same year over TO porcent

of AFC's losn missod the bulk of famoers {Lele, 1975).
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Similarly although the XACB and the IDC in Nigceria arc
nearnt to serve the rural intcrest, they are urban-~loeated,
(Baba, 1986). The researchet's Industrial Training porscnal
field expericnce in 1985 in one of the fgricultural Banks in
Nigerin showed that less than 25 pereent of loans issued to
farmers wont to the small-scale famers while over 70 percert
went to large geanle famers who eonstituted less than 80
percoent of total borrowers in 1983 and 1984 in the state,
ind, infact, the bulk of the rural farmers were not benefiting
because about 60 percent of the small-scale fammers were part-
time famer civil seorvants who have used their regular nonthly

salary as part cof their collateral to cobtain Bank loans,

In Nigcria, the Central Bank Rural Branch Schenes are
same of the efforts of the Federal Govermment mobilise resources
for rural borrowers., BEach Coumercial Bank is required to open
a mmber of Rural Branches before she is permittcd to open any
noew branch in the urban centres, In additien ench Rural
Branch is to lond as from 1986, not less than 40 porcent of the
total deposits mobilised in a Rural Branch to people living in
such'Rural Area (CBN Monetcry Guidelines, 1986), Purthemore the
CBN prescribes lending rate to Commereial and Investment Banks
which would enhance highor productivity in ell sectors including

the rural sactors,

But tho problem lics on the fact of implementation of
such prescriptiong, Often the limits and conditions of loana
are unreanlistic for any rural peasants participation, For
instance as been cbserved by Baba (1986), the Agricultural
eredit quarrantec scheme makes provision for a maximum of

¥50,000 for an individual client, and a co-operate body
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mey be given loan of up to one million naira, This actually
is only an avenue for such credits to drain into the hands of
the large-scale industrial enterpreneurs who may not use these to

to implement effective rural projects.

Most famers do net have sufficient cellateral for large
loans regulations and condition of credit for fammers should

be such that they attract them rather than seare them.

-~

1.3  QOrighn and Adne of Co—operative Movement

Co~cperation is one of the earlies femms of organisations
found anong all societies from the tine man settled on earth.
Ce—operations were initially in forms of gelf-help, mutual
aids and assistance betwecen age groups, pie-groups, families,
communities and so on, Such mutual aids could be for
egchange of labour ns noted by Abrahan ot al (1957) that
Co-operatives existeod even anong the early settlers in
Amerien who offered help to new settlers to get them

established,

However, the formal Co~operative Movement began in 1844
in Bngland with the Rochdale Picnoer Co-cperative societies
in a town of Rechdale. This scciety was made up of weavers
at the Weaving industries in Rochdale Town (Onucha, 1976),

In Gemany, in the first-half of 19th century Raiffaisen and
Schulez Delitzeh began to organise people for self-help,
This brought into being Co-operative Movement in Germany.

Raiffaisen ideas spread to India and Asian comtries (Rana, 1973)



In Canads, Desjardins profoundly influenced by
Raiffersen's idea started a "Causse Yopularie" at Devis, the
influence of the Canadien Co-operative Movement spread into

the United States (Onuoha, 1975).

In ifrica Modern Co-operative Movement was introduced
in the 19th Cantury at the early stage of coleoninl adninistra-
tions, And according to Ing Jiri Hodis (1971) "agricultural
Co~cperatives in Africa criginated in two distinet poriods:
(1) Iete colenial ndministrative ern, (ii) post independence

and after liberation period”,

African Co-operatives of the first ern were establishcd
nostly under the direet influcnce of the colonial admindstro-
tion especially in the African countrics where significant
white settlament existed, The main objective wis to seize
and utilize all production opportunities offered by the

governnent and to foster over-sea trade.

In the second era Co-operatives, the statea appear to
have major control of the Co-cperntive Movements creating a
kind of Co-cperative of the "TOE-DOWN" type, This differed
from the principles cn which the Rochdale Pionecr Co-cperatives

were cstablished,

Co-operative, according to Omucha (1975) was born out
of human suffering, degradation and deprivation of legitimate
rights of access to means of living, In additicn Co-operative
is built ¢n socialist idealogy, on the principles of equity,

sclf-rcliance democracy and struggle for liberation from the
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dorinsnec and exploitation hy the well-to-do memberg of the

society,

AB in tho case of the "Rochdale'Pionoor Co-operatives",
the industrial workers fomoed co—operative to protect the
intorest of the workers (labour) and present n commen front
to eliminate the problem of low wages and exploitation of the

ownors of capitail, : )

Rochdele, one of the industrial towns in England had
25,000 inhabitants nmostly illiterate whe had been displancd
from their famlands hy the new technigues in agrivultural
production heralded Yy the Industrial Rovolution technological
packages. Several of these workers lived in misecry and poworty.
The workers in protest carricd cut a atrike In 1843 against
their enployers. In 1844, o group of 28 mambers of the weavers
headod by Charles Harverlu formmed the Rochdale Pioneer

Qo~-operative,

Similarly in Indis, co-operative movement was introduced
as a de¢fense crganisniion for dealing with the problem of
rural indebtedness tc money lenders, and londlords, The
All-India Rural Credit Survey Conmittee in 19%4 recomnended
the setting up of "Village Co~oporative Societies", and this
was adopted in 1958 with the aim of improving the supply of

inputs, and credit to the farmors (Rana, 1963),

Cage Studies

(a) Doveloped Beonemieg

Co-operative societies in parts of Furope have arisen to

generate more income throuwgh amalganntion of farmers resourcea
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and through colleetivésation programs. Colleectivisation
originated as o communist idevlogy and steatogy in which stote
farms and collective famse are set up., Practicalisations of
ecollectivisation very both with nations and their political

idBO 10?,’ j_E,lﬂ -

In Bulgnris, on the eve cf the second World War there
were 28 voluntary colleetive farms embracing 403%1.9 lectares or
0.1 percent of the aviable land, Modern Free Co—operative
morement came into being with the promulgation of the law on
co—-operative jssccintion on the Tth or February 1907. Initial
co—-operntions were single purpose co-operatives and emphasise was
to provide through co-operative socicties nnd commassation of
gcattered holdings more realistic solution to the problems of

finance to the famers (Stillman, 1957).

The 'Peoples Bank'! was catablished to provide finance to
anall peasant proprietors and Agricultural Credit Associaticns,
The activities of these Association include Co-cperative
purchase of faru Machinery, the organisation of Co-operative
'general Stores', etc., One of the state - controlled financial
bodiesa for co—operatives is the Bulgaria Agricultural end

@o-cperative Bank,

In pericds of econcmic stress as in 1930, 1935 and 1944,
the govermment consclidated the peasantfs debts toc the state
and private Banks, reduced interest rates fram 8 to 4 percent
and condisioned as much as 50 percent of the coperative's

outstanding credits. The effect of 1907 Co-operative law was



the fomation of 28 voluntary co-operatives enbracing 1077
nenbers and som 4000 hectares of arable land by 1939.

(stillman, 1975).

Furthemore, co-operntive famers diversified in their
productirn, Between 1910 and 1623, there cccured a shift in
productiom emphasis frop cereal to intensive cultivation of
indus trial crops such as tobacco, Between 1910 and 1923, area
under cerenls cultivation declinod by 13 percent while 1land
devoted to tobacco rose from 7800 to 60,000 hectares. Other

crops diversified into include cottion, s8ilk and sugardbeats.

The major thrent co-operative movenents in Bulgaria
faced is the ideological pressure of collectivisaticn strategy.
The channel cf inmpressing this ideology include school
curriculuns and politiecal parties. The 1944 coup dletat by
which Bulgaris Conmunist Party seized power led 1o the

abrogation of the 1907 law on @c-operatives Association,

This led to the promulgation of a new decree for the
formation of TZS or Iabour co-operative fgriculturnl Farms
which was introduced in 1952, This restricted the pensants to
single purchasc aznd mandated the contribution of their lands
for mutual cultivation, The third stage in the develoment of
go-operstive movement in Bulgarin is the establishment of
private credit co-operatives Societies, This has between 1930
and 1938 issued a total of £379,7 thousand to 1490 members.
Thesa gocieties undertoke to supply credit to her members, as

well as mutual aids and assistance to hl.ildi]’{r 3 t*vae.
PN Nia
A \%R t'“
S, gD



In Australin co-operative ncvement existed in rural arocas
of hustralis as early ns 1960s. Though none of the pioneer
organisation survived, they laid the foundetion for what is
known as the modern co-operatives in fustralia, One of these
co-cperatives is the Westralian Fammers Co-operative Limited

(Wesgammers) in Perth, (Rana, 1973).

Vesfamers finencinl strength wnos built through shore
capital and equity shares, It was ownced by 15,000 shareholders
noet of who are famers, It carried out traditional farners
co~operative functions conbined with investiment activities
which provided funds for growth of the sceiety, The obligations

of Wesfamers include the following:-

(:l.) Provision of an efficient organisation of marketing
famers producc.
(ii) Supply of cssentinl fammers needs such as

fertilizer, scedlings, tracturs ete,

(iii) of maximum long tem return on capital
investnent., (Rana, 1963).
In a nut-shell Wesfamers aimed at sclving the financial

constraints facing the famer menbers.

Turn-owger of the group wes rnore than AﬂIOO nillion a
year, Its surplus on trading in 1970-71 was of the order of
of A¥2 million., The surplus in part was distributed to share-
holders and menbers of the co-operative. The renainder wos
anployed in the company to finance members whose farming

enterprise have been scverely curtailed by bad season or
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adverse marketing conditions, The remaining iz left in the
sceiety's account to achieve a2 healthy financinl structure

necossary to alttract cutside asgistance.

Manbers have bengfittaed in the following ways:—
{1) Rebate and dividend shares Wosfarmer have paid
rebates of wmore than ﬁSZ r1illicn to its members

in pagt ton years,

(41) Marketing facilities, storage puckaging and

valuing services,

(iii) Provision of goods and scrvices at moderate
changaa {e. . hardware fam equipnents insurrance
etec)., | ‘ o

{iv) Provision of adviscry services through trained
.poraonnel whe ¢all on the farmers teo discuss their
production narketing plans and pass latest

informations available for production and

marketing,

Wesfarmers has also paid out more than A#2.25 million an
commission to the Regional co-operatives and ploughed back
more than 4#2.75 million into reserves which will be used to

bonefit both yresent and futuro farmer share~holders, (Rana, 1963).

Cbvioualy this case study illustrates the fact that
through co-operatives and apalgamation of linited rescurces
peansant famer can minimise the financinl econstraints, and

expand their resources aond their productive capacity.



- 14 ~ .

In Japan the ruml co-opemt'\ive .e;:listed before 190G,
Thay were co~opnratives whose objective wis to nect the
farders erodit neels for the purchase of guch inputs as
fortilizer and {o orpanise narketing of farm pri-lucts librate

thea fron the interseptiem of the niddle.nen, ond extortion ef

the nmeney lenders.  (Rana, {963),

Then at this carly strge of co—gperative rovanent, rurml
cu--operntive gecietivs wore sinslo-purposce hondling oither

ercedit or uarketing setivities ut net the twe.

uu

L turn in ovent of co-cporntive movonent came with the
grighdinent of 1900 Cowcperative Inu in 1906, allowing the
gocicties to undirtake mmltipurpos: mesincss, This lod to
progross in co-oPerative goeietics in Japon. 4 multipurposc
ao-cporntive in Japan gonduct many businesses sirmultanceously,
A ancioty.could conduct wrdit togoether with purchasing and
parketing Msiness, or crelit tosothor with mutvual assista;;;co,
guidance ete. The offcet is that the various nocds of the

Farmer sienbera are aticnded to.

In 1970 thore wore 083 muléipurpuau co-nprrative
gsocictlos undortakin.: shorterns, longster and nediuwe tern
credit businesses, Since 1960 the offoet of growth in Japan's
ceonayy includc decreasc in farming populati-n as mabers of
froming failice meve inte the urbdban cenbre to tokoe wp
anployriont and earry cut torfinry and sceomdary netivitics,
This was not o hoalthy situation for the srowth «f co-cperative

novenent in Japan, The government alno observed that there
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was lack of improvemont in the living stondord of farmuing
fanilies ecampared with their counterperts in nther sectora,
Hence in 1961, a new Agricultural Begic Iaw was onacted to

give agsistnnee to co-operative fammers in ther operations.

L digtinetion was made between totnlly or wholly and
partly co-cperative famsa. Wholly co-gperative enterprises
specinlise in dniry faming, ricc growing, Such distincticns
enable special prants to be offered to the sceieties (OHO
. Schiller, 1978). To furthor inprove the stnndard of living
of the famers, the Hatimnal Congress of Joricultural
ce—operntives adopt.d a policy of malganativn of multipurposec
ou~operative societies. 'This poliey ained nt redueing the nunhor
of co-oporative sccictios to 2339 hwy 1975, for effective

assistance to co-gboratives soceicties,

FParaing Cumplex ecnecept wnag introduced in Japan
co~cperative novorents, By 1970, 317 of such nodels of farn
conplex wore crentod, Under this system an integroeted gsystion
of production nnd narketing of agriculturel and liveztock
Products is ecarried out Wy groupr faming, through supporting
activities of group of farmors, through sstnblishment of

worahouses, proccssing plants sddughtor houses, provision of

¢hnin stores to spulply goods to the fameors,

The result of this stage of develoment in cooperative
noverient in Japan ig thot "agricultural co-cleratives bocnue
gglf-gsufficient in supply ~f funds and were nble to give lonns

to thelr nemburs without external support (Hoyndon, 1967).
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In exanple of such progress wns recordod for the Miyata
hgricultural co-operative society (403), Maiyata A4CS was
found in 1948 and covered the famers in Miyzta village arees,
Tho arca wnder cultivation for the society as ot 1973 was 5000
hectarcs, The socictics share eapital rose to 80,000 yen through
launching & throe-yo®Er business cxpansion canpaign., PFPacilities
owmed by the sceiety for the nenbers include pig feeding centr.s,
agricultural production meterinl sellins ecentre. Balance of
nenbers saving as at end of 1965 fisenl yenr was 417 nillion yen,
Tetal anount of loans to menbers in 1965 was 184 million yen but

rese up to 578 million yen in 1970,

Such gigantic stride into prosterity by co-operatives in
Japan can partly be erplained by the advancenent in the
indus trial sector which is closcly linkod with enlarged market -
oriented ngricultural system, The planning of the rural
production system is nct dene in isolation, The government
gave special locns and subsidics for projects which are geared
to nodernisation of agriculturc, These subsidies are called
"privileged loans", Besides, shortly before the industrial
toke off, the governaent emacted n land Refom policy which
enabled fameras to obtain a clean title tc their famloands,
(Rana, Op.cip p.45). Thirdly analganation and co-operation
throush the faming canplex permitted the famers te build

up their resources,.

(v) Scme frican Bxaples

In Tanzania thore are two types of co-operatives which
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are especially related to the rural demelopment of Tangania:
markaeting co-operatives nand Jjonan villoges, The Ujamaa schae
is a settlment sbhane set up by the Tanzonin government in
1957/58. The design was for regrouping sbout a million
senttorod fam settlements into large groups (Ujanea villages)
for the benefit of providing the famers with connon servies
which their low financinl resources cannot afifcrd them, This
would lead to impréving the living standard «f the messes iu

the rural sector.

However by 1971, it beecame apparent to the Tanzanian
leadership that the peals of Ujamaa were not being acheved
as rapidly ns hoped (Lele, 1975). One of the reascns advanccd
for this failure of the gbheme wns the lack of adequate
herizontal intceraticn prograns since alloestion of budgets
and prograns for villoges, and personnel deployments were

done by the soctorial Ministry in Darcs-Salw, (Lele, 1975).

Scecondly there was inadequate and late supply services
to the fammers for their production. Thirdly such regrouping
of settlements often increuscd distance~to-work for the
famers who had been noved from distant settlements into
Ujanza villages, so that in frustration sane of the famers
had to return to their original settleaents leaving the

village co-operntive scttloment,

Cliffe (1990) obscrved that the contradictions of the
Ujamaa strategy of centralisaticn with the cultural practise
of the Masai, for instance, made the working of the village

co-operatives in Hndga anl Sanduwe inpossible, Similarly the
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ocontinued influence of those local Chiefs and clites who had had
enntrol f nccese to land in the pnst propents great obetacle o

the creaticn of Ujamasn ep-oporatives in Rungwe

The 10;;;:1.1 foundation backing up co-operative movenent in
Tenzenia was the Co-operative Societies Ordinance of 1932. One
of the charccteristic features of Bagt LAfrican modern co-oporntive
institution is that the committce mumboras in a co-operative
society or union arc usunlly clected on the basis of loenl
gongtituoneics - 2 village ur division ete, Heneo a committoe
member g thore to fisht for his cwn interest or that of his
constituents, This renders the process of co-operative which
should be cutononous and for the interest of the nambors

difficulty, (cliffe, 1970).

The kectnd fofturd of modern cé~operdatifem in Tanzonin is
the pregence of governmont controel in which the government hns
taken over 16 co-operatives unions in 1968 on the grounds of

misnanaeaients and embegslomant,

The co-operstive sceieties in Tanzania were mainly for
marketing funetion, One of the pionser co-operative marketin,:
socicty was the Kilmanjaro Native Go-oPerative Union {KNCU)
phose pain function was that of marketing of farmm cash crops
{e.¢. coffee). The KHCU worked in colleaboraticn with the
Moshi Native Coffee Board (MNCB) established in 1937 for tho
yurchasing of Native Coffee in the rural districte of Tanzonia,
thae later belng cinmed at cleiminnting the low prices offercd

by the middlomen to farmers,
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When the MNCB wos dissolvel KNCU took over its functicen,
KN QU wrs rode up of nmainly farmers. It grew in size as well
a8 in profit, In 1935 it hnd about 22 theusand jreducers with

an estimated total aereare of 9380 ncrea, (Westergaard, 1970).

L 8sccend co-oporative Unicon in Tanzenin is the Bukobo
@p-opcerntive Union, This together with KNCU centrolled the
bulk or Sele or Coffee in Tanzonin, KHCU hos also engngel in
other nctivitios than these of credit, It suphlicd form inputs
and library equipnents to scciotiea, It tuilt nmiddle school
for training o~f the children of members. It has also btmilt
attractive rescurces and given credit t0 members for them

inveoatinont,

Llthoush the main function of co-operative sccictics
in Tangania is narketiness there are Lpex . sucicties, the
Naticnal co-operative and Develomment Bank, the banker to
the co-operative novenent, which finance the purchase cof
cropa until reinburscd by the finnl buyers, cnd the
Raticnal Development Credit igency which handles finance
davelojnent giving short term loans, providing working
capital and providing neldiun tem a long terz loans to
rrinnry societies and uniens or co-operntive novement,

(Westorgnard, 1970).

In Sudan tho British Colonial LJdninistration identificd
two nnjor problems facins the fomors: Low finance and little
access to lrnd., In order %o stop further nppropris.tion of land

by the large seale forcigm inveators and by the Sheikh
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(village hends) a land Use Act was pirmulgﬁted in 1904 to

restrain farmers a2lienating their lands,

For the problar of finance, the British eoloninl offiecials
had set up eredit co-operatives in Toknr Delta in 1921 and in 1927.
This experiment however failed because of lack of interest on
the part of the famera, Secondly the farmers wore highly
indebted to noney londers especinlly in the durs eropping

arecas of Sudan,

In.1930, the ﬁo-opéfntiva fgricultural Compnnics (CLC)
were sct up in the  Northern Provineo, The sole purpose wee
to purchase and oporate pumping equilment and paintain
irripotion comals for the benefit ~f the farmmers. The CAC
incorpornted clanents of both co~-operatives and private

companics, (Bardcleben, 1973).

The seccnd siage in developmront of é&-opcrative eane
in 1965 when the govermnmont raised tho status of co-operntives
to Minictry of co-operatives mnd labour. To further assist
the famers, Asricultural Bank was founded in 1959 to finance
the co-operntive socicties, With this inotitution, co-operative
inioné of snall helders were =iven priority in the eredit
volunes issued, It supplied 51 co—opurntives with credit
ancunting to &S108, 981 in 1964/65, nnd in 1965/66, 102

Societics hnd roceived £355,557, (Bardeleben, ibid),

One of the Scecieties thot came into being durdng this
era was the combinc Harvestor ~ Co-nperatives set up in 1964/65

figeal year. The purpose of this society was to purchase
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conbine Harvesters for Wheat harvoét:in,r for the fammers,
espocially alcn+ the Gezing lands, Since the harvesters were
ccestly and cculd not be afford Wy the reasant farmers. Its
aocond objective wng to provide an advisory services for the
nenber cueoporntiveg. The conbine - Harvester co-operatives
storted with an initial share enpital $35800, The cow-operative
worn the confidences of tho monufaeturers of the eonbine
harvester and wore allowed to buy those tractus on hire-purchasc,
By 1967/68 the nmunber of co-operatives had incrensed frouw one
(in 1964/65) to 44, And total reserves have also increased.to

the benefit or the co-operative farmers. (sec table 1.1).

Table 1.1: Illustrnting the Perforonnee of the Cenbino-Horvoster

Co—oporatives {in Sudon)

blo
Ne of Sharg calital Reserves
Yenr Qombine Harvst, | Maabership u{:‘) @5)
1964/65 1 - 384800 -
1965,/66 25 PIRFL 26 2,393
h 966/67 3% - 22,080 29,821 12,346
1967/68 44 22,530 68,267 15,365

Sourcee: {Bardeleben, 1973).

In oddition the Gombine Haversters Oo-operatives have made
her reserve
renarkable progress in its share capital. This has increascdg
from the initiel £85,000 in 1964/65 to £368,267 in 1967/68 a
remarkeable Averaze annual dncrease of about &515,750. Average

share per neaber for different co-operatives ure given as follows:~
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Table 1,2: Illustrating Frogress in Capitel formation
among Co-operative Societies {in Sudan)

Co-operative Types Average(LS) Share per member
Year 1965/66 1967/68

Mechanised Crop Froduction 30,1 56.3

Fumping Scheme Crop 13.3 19,7

Multipurpose Crop 8.5 12.2

Consumer Crops 6.5 Te2

Source : Bardeleben, (1973).

Although these figures in table 1.2 are small and they do not
give any idea about spration distribution; they show a remarkable

progress in capital formation anong the members of primary

co-operatives.

Chana:

There are, however, sev ral cases of cooperatives societics
which have not succeeded in tackling the financial constraints
for their members. An example is reavised by Miracle and
Seidman (1968) in Ghana, Frior to the Establishment of Co-
operatives by the colonia administration in Ghana, farmers
financial constraint compelled them to pledge their crops and
mortgage their economic trees for financial assistance., Borrowing

from money lenders was done at exhobitant interest rates,

In 1929, C. Auchinleck, the director of Agriculture
conceived the idea of starting a co-operative movement in the

then Gold Coast, The first co-op ratives started in 1928 were



- 2% ~

estoblished for eoeoa marketing. (Digby, 1970). Menbers had

$o poy sudbssrinticns fuor enpitel (e.g, equipnonts) purchasod,

These wore "co-opuratives — froan-above” hecause oll accounting .

sccturial activitics, weighing nand inspection of products were
perforned ty officers of Departnent of Lgriculture.
the eoloninl goveranent cstaklished n Gu-cperative Bank in

1946, which provided funds to nenber Scvcietlies enabline th. to
extand less expensive crodite to famers being gmanranterced by

the Govornnent.

Ineunts of credits advanced o the cowopceratives and
their repaymont rusponale' ara shown in Table 1.3. 43 £8 showm
in the tabl: both the ancunt of loons issued to the society
and their cutstandin: loans increasod in almost a gometric

progression with succeeding lonn period, .

In addition

Sourcos Miraecle ond Soidmana (1968).

Mfable 1.3%: PFinancial Neods of Fomorg Co-operntives dn
Ghans and Repoyoont Behobiourg
_ Yoor Loan Issued) Ioan Rocoived] Loan Qutstanding 01/ ; 4;:2;.‘.:58-
() (x) (x)

1945-46 11,414 10,991 2,616 100(Besc Yr)
1949-50 | 86,940 7,287 17,812 14 L
1952-5% { 194,166 269,635 70,018 29 -i
195556 | 470,875 418,671 i 290,579 Fa) E

In 1945-46, and in 1949-50 loan periods, about 20 perecnt
of loan issued were cutstanding and in 1952-53 less than 10

pereont.

These fipmres indicate the existonce of firancial

constraints on farierg which co-operatiwes wish to tockle,
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(e) Rigerian Casc Studics

In Nigeria as in the other African Countris considered in
rrevious peragraphs, n formmal establisiment of co~operative
noverient tock plnce durgns the eclonial era in the niddle

thirties of this century,

Prior to the establishrent of thesc modern cocperntives
there hod existed co—-creratives anong the rural farnmers,
These were established in forms of Self-Help Organisations (SHC)
(Mosedoni nnd Akinbode, 1972; Kings, 1977). A self-help sroup
nay conprise pecple of the sane age sroup who exchnnge labour
anong nenbers for bush clearing, ridsing, planting and harvestines,
and thus rcducins the financial burden th .t could have been

ereated without co-operative organisaticn,

The establishnient of nodern co-operntives followed a
Report on the Introduetion of Co-operative Sceicty into
Nigorin sulmitted in 1934 by C.F, Strickl.nd, This idea was
further strongthoned by the enactriont of the first Co-operative
Society Ordincnce in 1935 (Iaditan, 1970). In this roport
Strickland stated that introducing co-cperatives inteo Nijorie wes,

"nct only a patter of inerense or

inproved erops nor even of credit to

gultivators who wish tc change their faming

pethods, valunble and ncegssary though
socintion for these pu o8 will be,

It is also a guestion cf urban and rural

thrifts, of co-oporative buildins: of labcur
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.ddnfraots ssvansr the prescrvotion and
expansion of hendierafts, the organisntion

of individuals for a better diet, for
Frecaution againat discase ,e4sa09 Of the
oxtenslion of elueation ,... and the spreading
of better custouns™, St
(1xua, 1980},

The initinl cocperatives were cooporativclﬁnrkeing
societies, This followed the recoonedation Yy the Nowell
Qoonidsnicn thnt the adoptiun of eco~operatives is the beset
way of narketing the famers cocoa (Csuntosun, 1971} and
thus generate high inconce for this farmers, In 1936, Mr. Haig
fron Moor Flantatien in Ibadan was set to survey the potentials
for co=operative societica in Northern Hiroria, But in
gencral the initial co-operatives wore for nnrketing of cash
erops {e.rrs cocBa, croundnut, yaln oil and paln kernal,
rabber)., Memborship uf cooberatives was snall os well ne
their share capitals, Those were najor reascn lor their

financinl constraints (Nwosu, 1975).

In 1940, the Lsscciation of Niaoriﬁn Go-operative
Exporter (ZNCE) was sct up to finance the export of Cocoa
and other produce.by naabers. It wag nosigned with the
rosponsibility of makin; the necesaary arrangemcnis for
shipacnts of coeon, and stinulating profuction of cocon. It
algo acted as fineneial interncliary botween individucl Union
(or soeioty) and the Bank for Weat Africa (BWi, now First Bank)

which advanced funds for the purchasc of cocoa by societles
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(funcs usunlly guarrentced by the governnint at 4 rercent
interest). When the ANCE cxpericnced short-fall in narketing
rroduce in 1945~1946, and in 1957 it beesme nccessary to ereate
Remional (Co-operatives with the Nircrian eco-operntive
Federaticn Linited as 2n Apex Orranisution that over hends the
Regional Co-operatives (Nwosu, 1915), Thus in this situation
nct Regionnl Co—operative sousht wavs of tackling probles

of their nmenbors,

Western Ni-crian Co-opcratives

The govermnent of the then Westorn Region identified
lack of sufficient finance 28 onc of the limitation of
co=oberative novenent hence invested &1 nillion in twe najor
private undertnkings nssceinted with the co-cperatives movaients,
the Qo-perative Bank of Western Nigerin and the Cooperative
Supply Assoeintion (Hellicner 1966), These twe institutions
ware nssimoed to attond to the fineneial nceds of the famers
co=operntives, lending funds to than nnd crganising prograns
to enlighten the famers in methods of production and use of

eredit. According: to Osuntogun (19’?1).

" "Famers co-operctives in Wostern Nigeria have
contributel a prent deal in helping the nmembers
in getting rid «f their obligntions te produce
buyers"”,

He 2lsc obscrved thot of all the finencinl asaistance

from various source only the loons piven by the co-operative

socicties were ticd direetly to ngriculturnl production. ha,



He, however noted that lack of loyalty of nenbers to the
societies is not only aceountable for the inadequate eapital
growth ~nong the socicties, but pgave risce teo the ercsion ~f
the societies strensth in the contrel of trade on cocon, For
ingtance after over 35 years of cperntion the co—operntive
shore in cceon parketing was 17.35 percent while that of
indigenous firmis wna 69 percent, The reason for this failure

of the eo—ojerative are due to the followings problens:=-

(1) poorly developed facilities for transportation,
(1Y stornge, handline jeckagsing and processing of
products (e..‘:. cocon ).

(ii)  the weak bargaining position of the producers,

(1ii) disunity anons neabers disloyalty of nanbers to
their society.

(iv) nisnanapenent of co-operative funds hy officinls
and menbers,
(Osuntosun, 1971)

Co~operatives in Worthern Ni~oria

Co=opurntives in the northerm pert of Niceria have boen
initially concerncd with credit and narketing, societies for
erop production aetivity eaue later. Prior to the formal
co—operative institutions the farners have solely relied cn
finrneianl ssgistance fron the loeal money lenders, group
contribution gadashi or offercd their labour in return for

finaneinl assistance from the well-offs,

King {1977) observed that ercdit formmed an important

factor for the formmation of co-cperntive societies ancng
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the péa;aﬁ%.férmers in Enno wnd the then North Eestern State,
In sane of the villages, in the aheence of fomal craedit

instituticas such as the Banks, and Credit Assoeintions, the
eo~cperntive societies have had to rely struncly on fnformal

eredit ingtitution such ag nuney lenders, and Froduce Buyors,

From toble 1.4 nbout one thixd of the value of loans
obtained by Gwaran villagers enne from tho mongy lenders, and
about one Fifth from Produce Buyers. In Shonome about hnlf of

the famoer's loan is obbained froa the Froduce Buyoers.

One of the Tentures of the cd-oﬁeratives in these two
atates is the the dmminanee of the well~to-de or ruling e¢lass,
Thus crenting a kind ¢f "co~oyeratchs—frmn-abofeF This
feature is probably daminant beenuse of the traditicnal
kingahip syaten that exist in these orons which giveg gole ri .
rights to honds «f villases to take dccigion for others or hias

subjecta, The opinion of village heads is hichly respected,

In Shonone for instance, & sginge man hs dominnted the
coopoerative society since its ineeption in 1960 heing the
prosident, the co~operntive buyer, while his son i3 the
co=operative gecretary, In anothor case, a Shonono

~moddporative enciety rofuseg thé Rprticipation of an gxwachool
magtor s0 that he does not over-ride the vinllage head.
Sinilarly in Dakwarn the village hi-_aad, a naaber of the
co=operatives, althoush he does not mn it, all actions
roquire his agresnent, The cowoperative is run hw the

village head's "prime minister® (ov the Waziri) the single

Producer huyer is the sen of Waziri, With such chnrnctoristies
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of the co-operatives, it is not likely that credit distribution
would not, only be concentrated in the hands of the few well-
to-de or ruling class but the majority of the rural farmers

would have to be perpertually tied to the favour of the elite.

Even where the co-operative credit associations exist
and expected to provide such ecredit facilities as farm imputg
(e.g. fertilizer) members have had to fall back on the loeal
credit institutions because of the irregularities in the
supply of such credits by the association, For instance cradit
which was given partly in form of fertilizer was observed to
have arrived very late by farmers co-operatives in Mingi, v
the time it arrived most farming decision had been taken over
7O percent of the co-operators in 1973-T7T4 planting session had
obtained loans from informal eredit institutions (King, 1977).

Table 1.4 illustrate the dependence of co-operators (farmers)

on other sources of credit,

Table 1,4: Average Value of Loans from Informal Credit
Sources by State and by Villa

State/Village | Value of Loan|Money Lenders|FProduce | Rich Close
Buyer Men | Friends

—

Kano
Gwarzo 800,00 14.00 40,00 - 54.00
Shonono 267,00 6,00 100,00 - 18,67
rth: t

@r %10% 10.00 18-& - 40.%

Gwaram 394.00 110.00 75.00 22+00 | 20+00

Mingi 1243-00 - 112,00 | 57,50 | 54.27

Source : King (1976).
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Bridently crcdit play important role in rurnl productivity, ond
hence requires to be disbursed tinely to make for effective

utillgation of suech eredits,

Co—opgratives in Enstern Nigeria

In eastern provinces of Nigeria the primary co~operative
socictiss nmostly found are Marketing, Thrift and oredit,
compunity-fams farmers co-coperative, producer, consumer and
multipurpose co—-operative societies, Financing of societics is
through government nssistance {grants nnd loans), here capitnl
of nanbers, apex co-operative finanging Jgency, government
financing institution (e.gz. NACB) and the Gormorcial Benk
eBpecinlly do-operative Bank of Enstern Nigeria. uﬁinance.was

one najor constraints t¢ societies, .

For instancc one of the Co-operative Palm oil Marketing
Societies constrained by flow finnnece for production, applicd
tc the then Bastern Higorin Developmment Board for financinl
agsiztance, The Board formulated n co-partnership policy with
the socicty for the construction of o0il mills and sale of the
nills to co-operctive societies, and grnted her o loan of
32,000 (approximately #4,000.00) 4o be repayed ot interest

rate of 3 pereent in 10 years {sgoz Bze, 1976).

Thoe Co-ouperative Bank of Bastern Nigeria wog got up in
1961 to play the role of the Bankers of the Co~operative
Socioties, Co-operative Union of Enst Centrnl Stnte wns
established in 1970, Betweon 1970-70 therc were 962

gco=-operative goclietics in the thon Bast Central State with
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total nenbership of 49,747 and capital formation .of H46,698,00,

In 1972-7T4 the co-operative size had risen to 1,104 with »
nenbershiy of 69,628 and enpital fomati:n of #1,463,912,00,
In 1974~T75 the sovciety nunbored 62,047 with capitnl fomation

of iH ,653: 189.35.

48 2t 318t Mrrch 1975, share capital hed risen to
1#2,700,000,00 nn! savings Deposit to #10,000,000,00 and o
Resorve of ¥200,000.00. /% this same period, the Bast Central
Stante Development Assceintion (parent ACFL) had issued a total
of §162,000,00 to co-operative socictios in the state, CCHE

end N ACB had issued 11500,000,00 rnd i#.4 nillion to ECSDL,

respectively and BGSCRNL had received 0,3 nillicn,

One of the ppodblens idintified amons; primary socictics in

the state it that of low repayment of credit, Most of the
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total nenbership of 49,747 and eapital formation of ¥H46,698,00,
In 1972-T4 the co=operative size had risen to 1,104 with =
nenbershiyp cf.59,628 and enpital formatin of #¥1,463,912,00,

In 197475 the scciety ‘nmburo«:i 62,047 with capital fomation

Of iﬁ 36531' 1890 35.

s 2t 3ist Mnreh 1975, share eapital hed risen to
#2,700,000,00 nn! savings Deposit to #10,000,000,00 and a
Reserve of #200,000,00. Lt this same period, the East Central
State Develoment lssccintion (parent ACFL) hid issued a total
of #162,000,00 to co-operative socictios in the state. CCHS
end N ACB had issued 1%500,000,00 nnd #.4 nillicn to BCSD/,

respectively and ECSCEMA had received I0.3% nillien,

One of the problens idantified amons prinary socictics in
ithe state it that of low repaynent of credit. Most of the
socictivs hnve been feound to be indebted to their oreditors,
Part of the reason for this repayment behaviour wms the
changes of currcncy aftor the Nicerian Civil War in which the
illiternte famers lest their currency by the hands of those
they cntrusted their funds to. Tehle 1.5 gives account of

loan repaynoent behaviour of four najor sceioty types.
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Table 4,5. Loa;and. Repramont Bohawisur of B.0,8. |

i
!n— a'bcrnJ:lvc_g

L L

Societiea

Arioount of Loans

Repain fmount

Quts i 10 ing

obtaine
€9 (£) (£

Thrift and Credit 16,241 1,368 14,873
Famors Multipurpose 9,193 1,686 s 50T
Comnunity Fnrms

Farmazers Co-operative 764 92 669
Co=operative Farmors

Multipurpose Societiles 847 - 8AT

Sourco: Agon Eze (1976)

In order to investigotetand retrieve ocutstending loans

from all delbtors to Governmont Institions and Betabliolment,

the inanbra State has set up the Awete Pnnel in 1986.

One of the Co-operative finnwcing body, the COBM, alsc

launched o share drive in Septenber, 1986, calling: on priiary

scoietics to inerease their share capital which until now

stood at T percont against Govermment share of 88 percent.

Bach primary scciety is to increase her share cepital

with CCEN to = ninimum «f ¥1,000,00,

Co-operative Councils

are %o increase their share capital with CCBY to #5,000.00

while the apex organisation such as Ai0FL and AWCA arce to

inerease their share capital with CCBN to §50,000,00,

This

strategy wag deaisned to roduce the dependence of CCBN on

external aids, reciuce the contrel of Governnmoent which haa up
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Co-operative Societies, and increase her financial strength for

confinuous support to the Co-operative Societies, By April 1986,

the CCRN had paid a subvension of a minimum of #50,00 to 2

maximum of [3300.00 to her share-holders,
e d to the ACF it
The Anombra Co-operative Financing sgency (ACFA) Limited is
an apex co-operative orgnnisation established on the 3rd of June
1976, and registered under the co-operative societies laws of
Bastern Nigeria on the 4th June 1976, (Ibeziako, 1981). Prior
to the establislment of ACFA, primary co-operative societies
with the support of the then Eastern Nigerian govermment had
gct up in 1964 the Co-cperative Bank of Eastern Nigerian (cBE!)

to serve as bankers of the co-operative sociecties,

After the Civil War, however the creation of States resulied
in the spliting of the assets and linbilikitics of CBEN among
the three new states carved out of the fomer Basterm Nigoria.
In 1971, it was obvious that CBEN could not tend appreciable
support to co-operative members that sct it up. (.Agan Ezz, 1U76).
A charitable organisation, the Catholie Relief Service (CRS),
came to the rescue of the co-operative fammers by foming the
"Rehabilitation through Co-operative Fund", She attracted
funds from cverseas, ond raised the initi=l capital which the
society invested in a reveolving Loan Funds for Co-operatives
in Bast Central State. The CRS werked tegether with the
administration of the co-operative Division of the Ministry

of Trade and Industrics of the BEast Central State.

The Co—operative Division supplied the mashinery

(or man-power) for the opcrations (such as supervision and

KASLIM 1omm. .



advice to farners), The CRS then functioned ag the Bast Central
State cooporative Rehabilitaticon lsgceiation (EGSGRA). Iator it

was ronaiod BCS Doveloment gssocimtion {(ECSDA), - pos

laong the objectives of the BEASD) wore the following:—

{a) to nobilize funds for the rehabilitaticn of
co=oporztive sccieties,

(b) to procure macﬁines and nachinery equipnents and
accessorics as raw materinls for distrilution
co-operative sceletieon n reasonnhle rrices,

(c) to do anything to increcnsce whe carning onlacity
and ultinatoly inprove the standard of living of
nanrbers of co-operative mcciletics in Bast Juntral

State (Bzeanozic, 1584).

Lfter the crcation of fnanbes and Ino States in 1976, the
BCSD wos s3plit intoe the fnmbra Cowoperative Pinencing lgoncy
(ACFA) Ffor the finambrs State and its counterpart the Imo Strlec
Co~operative Financing iLgoney (ISCFL), Both arencios shared the

ngsets and linbilitdics of the parent Assoeintion BCSDA.

ACPL ig afficliated to both the Co~operative and
Comerce Bank of Nigerin (CCEBN) and the Nigerian Agricultural
and Co-operative Bank (NACB), CCEY ond NACB are at the
Present, the two nain funding bodics of ACPA. Other sources
of fund are through shore eapitnl and registration feus of

affilinted primary soeictics in the sinte.

By 1981, 4CF4 had a total ummbership of 645 affilinted

8ocisties which hod roised o total share caritnl of 159,876,000
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and a developaont fund of 11103,635.26, In additicn to the share
enpital and doveloment fund the organisation has attracted a
totel loan of iH,8 nillion from Nigerian Agricultural and
Co-operntive Bank (NACB) Linitod, o flooting over-draft
faciity of 1450,000.00 from then Co-operative Band of Bastern
Nigoria Linitod nnd 1#65,000,00 fra: the Federal Ministry of
Agrioulturc and Natural Rosoardes for on-lending loand to

Co-operntive Socicties,

To supervise, nonitor and adninister hor eredits ACFL
worked in conjunecticn with the Co-operative Division of the
Ministry of Trade and Transport. At the Apex of Divisional
Co=-operative Council is the Registrar., The nain funding bodies
are NACB nnd CCBN. Figure 1.0 illustrntes the organisationnl

relationshiyp of these bodies,

Ench prinmary society affiliated to ACFL is oxpectod to
own a “inimum share of (M00 with the CCBN a2s well as hnve
account with thc CCEM, Disbursement of apprroved loan to a

prinary sceiety usually soes through the CCEN.

The Co-operative Divisional Officer (DCO) in each Loenl
Govermment ircn togethor with his assistance (ADCO) and Picld
gtarf (PS) supervise and monitcr the production perfominnce
of the prinary societies in their IGA, By these functioms,
the DCO knows the capabilitics of their famers. Morecver
the DCOS and their staff ecross-chock and balance the accounting
records of the societies, nore ecspecinlly those of the

illiterate famers.
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Based on the knowledze of the porfomance of the famers,

the DCO could recorraond n sceciety affilinted to LCFL, for

finaneinl and any other assistonee on their business, Such

recommendation would have to 7o for an approval of the Regisirar,

The recomrondntion is the prsscd to the Finaneinl Control

Comnmittee for their approval., Menbership of the Conizittee

of annunlly elected nembers of the prinnry societies ond

officinls of ACF/ nnd NGF; and N/CB,

1.6 { Liectives of d

The broad ain underlying this study is to exnmine the

inpaet of eredit on rural develoment.

Objective

The ahove steted ain would bhe studicd under the following

specifie objectics:-

()

(i1)
(1ii)

1.7 Hypothesig

to identifly the sources of credit in rural
producticn anong the fnmers,

to detcming the channels of credit utilization,
to identify the relationship between level cf

credit and the standard of living of fariers.

The nssumpti-ns underlying this study n~re as follows:

(1)

(2)

(3)

that the Co~oper~tive Societies are effective
chanmels of coredit distritution tc the rural
’OPllliltiﬂnﬂ.

thit co-operntors attain hisher standard of

living than non-co-operatoers,

that eredit preovided through ACF. is evenly

distributed aver thie entire state,



The researcher hos chiained informations fran both privary

and secondary sources for this study,

Prinnyy sources of informntion include personal interviewing
of the famers, adninistration of questionnries ond talking of

neasurencnts,

For the adninistration of questicnairus twolve co-cperators
cach fron four Co-cperative Societios were sclected by randim
sanpling, while 25 famers (non—co—-oper::tom) were sclected
fron the list of farmers with the Zonal Office Ministry of
Lgriculture in give LGAS., Out of a total of %65 questionaircs

administered 215 conpleted questionnires were returned,

The questionaire has therefore becn administered to
both comoperative affilizted to ACFL and non-co-operntions in
five selected Loenl Government irens (IG4iS). The selections
of the IGiS was Lnsed cn level «f achievenuess of the
co-operntive societios, The activeness of a society is
neasured in terms cf its ability to repay ACFAL loans and
qualify for fmsh loans, To ernse bing one LGA with less active
co—operative societics is chosen, 1t ie jwkn LG4 fwe IGLS with
noderately nctive societics are sclected, they ore Lwsu and
Abnkiliki while two IGLS with active co-operntive societies

are chosen, they ore Ananbra and Onitsha - Ogbaru LGLS.
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Throuch interviews and obgervaticns infometion has been
collected in respect of fomicrs assots, such as rentable
houses, petrol staticmsnarket stalls, werchousces, types of
buildking ete, Othor infomotions include number of children
trained in various fieclds, degrec of nobility peasured in

posseasion of bigycles, noter-cycles, notor-cars,

Other pecple interviewed include the officials of the
LCF/ Limited, tho officinls Ministry of lgriculturc and the
Divisional co-operntives in the 1G5 Informaticns obtoined

from these offiecinls include:-

(1) the response of farmers in the state to the
formntion of co-operative societices,

(ii) the famors ncin attraction to the formetion of
co-operative societies (e.z., nccess to credit,

ferm inputs, "essentinl cairodities" ete,
(iid) the level of credit ndvance,
(iv) the preccnditions for credit advancement,

(v) the repayment behaviour of famers to Field
neasurcnonts nre taken on fame-sizes famoutputs,
distances frem fam to compound narket and

Processing centre,

Secondary Sources
Tesc ineluds P8¢ nap fran the Ministry of lands and

Survey, Bnusu Litrary resourcces of published and unpublished
related literntures on co-operatives, ACFA and other

institutions that function t¢ channel eredit tc farmers.



1.9 Scope and Justification of Study

This study limits its findings and annlysis to the
farmers in /{nubrn State, The co—oporntive socicties
considered are only these whoch are affilinted to the ACFA

limited .

The justification of this study rest on low-availability
of oxtensive literatures on the performance of the co~operantive
gsocieties in Nigerin espeecinlly in ‘nambra State in finding
solutions to credit problens of the rural pecple as conpared
with the works of Rann, (1973) Iela (§976)Mcllor (1966)ete. ,
Osuntogun (1971) King (1977) on other parts of ifrica, Afc:

énd Niggria.

Sceond stimulating fretor for this stpdy which rest on
the Wharton (1970). Contention that co-operative socicties
have high potentinls for channelling credits to famers gave
the resenrch the curiousity to examine the case study of ALCFL
to sce how far this contentions is met by a socicty whose
primary objective is tc finance Cceoperative Societies in the

state,

1.104nalyeis of Datn
Based on the assumptions underlysng the study, infomations
obtained are pnt together and statisticunlly teated using the

following tests wherever appliesnble:-
(:.‘.) Chi-Square

(b) F - Tests

(c) inova - Test.
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2.3 Location

The Anambra Co-operatives Financing Azency (4ACFA) Limited
is established in Anambra State of Nigeria. It has the only office

and Headquarter located at Enugu, the State Capital,

Anambra State is bounded in the lNorth by Benue State,
on the South by Iuo State, on the South-East by the Cross River
State, (sas Map 1.0). In its latitudinal locution, Anambra is
bounded by latitude 6° 35' North, and 7° OT' North latitude. It
is also bomded by 6° 35' B longitude and 8° 30’ B longitude.

A8 such it lies within the tropics.

2.2 Physical Characterigtics

A congideration of the physical charactcristics of the
gtudy area have been taken in order to expose the physical

environments and possible constraints to the rural production.

(ag Glimate

In terms of climate, most part of Jnambra State falls
within the humid tropics. Total annual rainfall ranges between
1750 mm in the Northern areas of the study area to over 2000 mm in
the South and South-Westem arcons of Onitsha and Ogbaru LGAS of

the State,



b1(i)

Cross-Sectional Vew of Soil

Distribution pattern in the State




It therefore requires three to five years of fallowing and/or
addition of artificial fertilizer for it to produco any significant
output, This therefore poses congtraints on availability of land
for cultivation and sufficiency of crodit or funds for the purchasu

or farm inputs,

On the floed plains are rich alluvial . river depogits, while
the upland is gravelly and lateritic goil low in plant nuitrients.
The farmers have recognised the petentials of the flood plains of the
Anambra river, Higer river and Idemili rivers, and have 2lso used chem.
Esp cinlly on the lower flood plaing c¢f the Anambra river and Ogbaru
areas of the Niger flood plaing and Idemili flood plains yam and
rice are intensively cultivated on the flood plaing. Plenting of
yams starts between lovember and December on this flood plain., The
upland is most suitable mainly for the cultivation of cassava, maize

and cocoyans,

23, Rexcgxaphie Trend

Anambra State is part of the densely populated Ibo land
(or South Bastern Region) of Higeria, Population densities range
between 400 to 900 persons per squ re kilometer., Population census
figure for 1963 estimated the then East Central State of Nigeria to
be 12,4 million, and a growth rate or 2.5 percent for the urban

centres and 5.0 percent for the rural areas,

The implications of such populntion growth are land
fragomentation in already existing small-holdings and "land-Hunger"
(Ogbonnn, 1974), According to Floyd (1969) there problems arise

because "the land belongs to a group cf kin, a family or clan, the
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memborship of which inelude not only the persons alive nt any

partioular time but persons dond 2and person not yet bomm".

2.4 Qe io- Al
Sooially the Ibo-gocicty is vertically strﬁctured according
o ancestral mewbership, according to age and lineage to the
family, The Kingship system is virtually unrccognised. Land beloogs
to the community who allocates it to individual families to take
care of. The strong legal binding is the long-aged laws ox the
lond {ngo ala or ¢fo)., Al merbers of the commnity respeet the

sacradness of the community ofo.

In the present condition cp population pressure on_l_and,\

the traditional commnial system is breaking down, being replaced

bir‘ individual owmcrskip of land, (Ogbomna, 1974), Hoderm uethod of
A , _ . ’. - '.';'f“
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workera and other development agencieg, Farmers Cooperatives

Jocieties have emerged to put farters resources together for

[ ]
greator profuctivily, The success of the eooperative soclotios 1s

tho issue of investigation in this study.
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menbership of which include not only the persons alive nt any

particular time but persons dead and person not yet borm",

a

2.4  Socio-Cultural Sotting
Socially the Ibo-society is vertically structured according
to ancestral membership, according to age and lineage to the
family, The Kingship system is virtually unrecognised. Land belougs
to the commnity who alloecates it to individual families to take
care of, The strong legal binding is the long-aged laws or the
1mnd (nge-elasor gfo). 411 merbers of the community respeet the

g

sacredness Of the community ofo.

In the present condition ¢p population pressure on land,
the traditional commumnial system is breaking down, being replaced
by individual ownership of land., (Ogbonna, 1974). Modern msthod of
production is now being introduced by the Agrioultural BExtension
workers and other development agencies., Farmers Cooperatives
Societies have enmerged to put faraers resources together for
greater productivity. The success of the cooperative socicties is

the issue of investigation in this study.

2.5 «  Definition of Conccptg
For a full appreciation and wnderstanding of the problem
of this study brief elaborations on scme of the key concepts used

in this study is considered neccssary.
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(e}  Ihe Concept of Rural Sccickv

There is nou concensus ns o what o rural society is.
"Rural! hag been defined in various ways, of rolevance to this study
are the definitions of rural socicty from the point of view of
settloment sife, occupational charecieristics and mode of

preduetion,

A Tural mociety has varicd in size between developed and
doveloping countries of the world, VWhereas a rural gettlement
{or country side) in Buropean Countries is characterised by low
population dengities the rral settlement in the developing countrics
(4ifrien, Asia, etc.) have boen characterised by welatively high
dengities. In the latter, the rural settloment could v, jsseribed na
the baby factories of the world from where surplug population drift
into the urban contres. Thoe immedinte implication of this iz the
struggle to bring a balance betweoen the limited rural resource and

the large number of consumers.,

I

In terms of occupational cﬁaracferisties, Rural society
perform mainly primary activities such as forming, fishing, nining
ete. These functions arc carried cut aad determined by the dynonmic
neture and caprices of natural elemonts of rain, sunshine wind and sc
on. Thoe rmral population therefore iz often left in a precarious

position of insufficiency of production out-put,

In terms of node of production rural sveieties adopt

traditional mode of production, They use simple tools guch as
knives, hoes and satchets, They practise slash and bum to clear

the fam for production. This simple mode of production makes for low



- 45 -

productivity gince production depends irery mich on manual strength

rather tha on automation amd machines,

€} . Rural Developmont Goncept

The congept of 'Rural Development' emerged in the 70s when
it becane obvioug that the Bcononic Growth Approach has failed to
so0lve the rural problen of rural to urban migration, inequality

poverty and hunger.

The Econonic Growth Approuach was adopted in the 60s and
early 708 by nost developing countries of the world. Thia strategy
vas transnitted through the Green Revolution and other similar
progronues,  Although these stroategivs increased production for ftho
third world countries like India, Brazil, they also created othex
problens. Being characterised by capital-intensive node of
production and large-scale production the Econcmic growth strategy
accelerated ineguality in ineceome distribution. It gave rlée fo disple-
celint of labour thusg creating unemployment to labour, 1ts eriphasis
on preoduction of eash crops led to the negleet of fogd cropa which

led to jnsufficiency of food production and mnger.

Hence this brought about the rethinking along the line
of development as a concept of Rural Development. Rural developmert

according to Una Lele (1975) thorsfore should be seen ag
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"a gtrategy for inproving the living
standard of the nasses residing in
rural arsas, and uaking the process
of their developnent self-sustaining",

Sinilarly Mabogunje (1980) emphnsised that Rural Development

is concemed with

"the inprovenent of living standard
of low income populations residing
in Rural Arecas on szlf-sustaining
bagis through transformation of the
gpatial gtrecture of their production
activity, "

The present cconomic situation of the world calls for a
scrious view of rural developnent concept. Rural Developnent should
be concerned with a nobilization of rural rescurces (hunan-physical
cte) in order to transform the rural arens (which is the incubent
scurces of national survival) into wore efficient and productive
base not only for the survival of the rural masses but for the

gurvival of the nation as a whole,

(e)  Ihe Defipition and the Principles of Co-overatives
is contained in the Recomnendation No. 127 of the Internatiocnal

Labour Confersnce of 1966, Co-operative Society is

"an asgociation of person(s) who

have voluntarily joined together to
achieve a = connmon end through the
formation of a democratically controlled
organisation naking equitable contribu-
tion to the capital requircnment and
accepting a fair ghare of the under—-
taking in which the menbers actively
participate". (Harrision, 1982)



w 4T =

Various types of co-ovperatives societiecs can be identified,
The categorisaticn of cc--operatives into types could be baged on
the nunber or type of functions of the society. Thus we cculd have
single-purpose co-operatives, mlti-purpose co-operatives, marketing
co-operatives, credit co-operatives, purchase and consuner co-

operatives.

The principles of co-cperatives is embodied in the definiti n
of co-operative sccieties given about, The.principlos of co-
operatives are nct constituted laws, rather they are rules, guidelines
md regulations for effective operation of co~operative societies

which were adopted by the pioneer co-operative societies, These

principles basically are:-

(1) voluntary nembership

(11) denceratic control

(iii) acceptance of equal share
or rigks and benefits by
ueubers of the society

(iv) active porticipation of
neubers for the progress of
the socicty.

It nay be observed that in practise sone societies deviate fronm

the principle identified above,

()  Definition of Credit

Credit is often used interchangeably with finance., According
to Fumess (1975) credit can be defined as the means by which
transactors are enabledi to acquire connodities against a promise to
pey. Credit therefore would include both material eredit such as

working tocls, services, incurance, seedlings etc, as well as cash,



It is undor the above defined concepts that ths
inveatigator examines the role of .CFa in epredit distributicn

arong farmers in Jnacbra State,



Table 3.1

e B0 on

Sources of Credit f.rka.! aigu .!.nnnbmq Abokaliki| Onitsha| Total %

Pledging of land

and Tree

Local Honey .

g . . :: N O«

Lender NE 1+0 05 B E

Share {ropping NE | NE 25+2 20+4 85 10+5

S 4 R 60-2| 75:4 | 55:6 | 455 52+5 5643

contribution

Commecreial Bank 5.0 1.0 1-2 1«6 e 2 22

ACFL Limited 28.5 135.5 30,2 35.5 31.6 30.5

Relatives 10.5 111.6 B.5 12,0 14,6 10.5
Sources : Meldwork (1968)

NE - Mo Respmse

or 1.0 percent md 0+5 percent (in fwgu and nanbra respectively) that
this pouxce o' crodit is utilized, This contradicts the experience of

Mellor (1966) amons

farmers in India and the cxperience of King (197'?)
wong faxmers in then NE state and Kano stote of ligeria where money

lenders and nerchants were observed to have played signifieant role in

the supply of cr dit to fammers,

Farmers in the arca of study contond that intorost rates of money
lenders range betwoen 50 pereent to 100 Purcent, and hence they awoid

money lenders,
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Share Cropping

Thig is identified as source of credit anong farmers in
three LGAS Anawbra, Aibakaliki and Onitsha, None of the
respondents is a co-operatcr, In the share-cropping systen
products at harvest are shared at a ratic of 1:1 between the
farmer and the crediter, 10,5 percent of respondents have

identified this as their sources of credit.

Compereigl Bapkg

Three commercial banks have been identified as sources of
credit by farmers in four of the five LGAS. These Banks are ACB
Linmited, Union Bank nnd CCBN Ltd,, while CCBN is identified in
all the five LGAS, However the total nunber of farmers benefiting

fron this source makes up only 4,4 percent of the total respondents.

As to the reason for the low utilizations of the Banks as
sources of credit, the response t:¢ four suggestions given in the

questicnaire (see Appendix A Q 24) are as follows:-

(1) Lack of surtee or collateral
factor received the highest
rated value of 590 or 85 percent.

(4i) Low saving and low income factor
received the secend highest rated
value 448 of 55 percent while

(iii) 105 were scored for cither in-
ability to repay previous loans
and lack of awareneas of the
existing credit facilities.



Balatives

In all the five LG.LS, farners contend that their last
regort for ercdit is internally fron amcng their relatives,

(Urmumna)., On the average 10+5 percant of totnl respondents

obtained oredit assistonce fron their relatives, frroers
contnd that aiount differ with need and how ruch a relative can
offer, They also contend that no interest is charged. Repaynent

is usually at convinient tine,

The pnin objective of Co-operative nevement as spollod
out in the provicus chapter is to protect and perve tho
intorust of their ocubers. To what extent the farners hswe
locked up to Co-opuratives ns svurce of crcdit has been
investigated tlmrough oral intervicw and questicnaires (see

Appendix . io. 10).

The resporgse to the objective of farners participating
in Co-operative novenent has been stotistieally analysed. The
analysis rovozls that the top ratedl cbjective with a nean
value of 4,88 and standard deviation of 1,90 fron assumed nean

of 3.0 is "To Gain jccess Tc Crudit". (sce table 3.2).



Table 3.2

Ob jectives RaTED VLLUES u SD
5 4 3 2 1

To Gain iccess To Crediff 110} 194 - - - 4,08 1.90

To Consolidate Farcismds| -~ - - 28] 97 { 1.22 1.33

Toouas e ine | 10| 55| 13| 32| 15 | 3.0 | 1.22

g:sﬁgztzzea;gﬁducta 5 10 66} 40 4 277 VaGE

To Gain Access to

Esgential Commodities - 451 46| 25 9 | 3.02 c-92

(eg, Rice)

Total 125 1125] 125] 125 125

Sources : Fieldwork (1968)

U
SD

Mean
Standard Deviantions fron
Assumed Mean 3.0



The second roted objective with a Mean value of 3,10 and
Standard Deviatimm of 1.22 is "to gain access to farm - inputs

(eg. fertilizer)". The objective with lowest rated value is "to
congolidate fermlands"., This analysie roflocts hizh credit obligation
of societivs to their neubers.

The question as to whether the co—-vperators expectafions have
been met is investigated. inalysis of the response reveal that
three cxpectation of the co-operations have received attentiom in
1985 and 1986, They are access to Bissential Commcdities" such as
rice and Milk, access to famm inputs such as fertilizer at
subsidised rate, and access to credit through ACFA, Out of 125
respondents, each of 25 co-operators received a total amount less
than ¥200 fron ACFA, and each of 40 respondent co-operators received
ariount less than H300, while each of 20 respondents co-cperators

received less than 500, in 1965,

As at 318t Decerber 1985, the igbagugu multi-purposc Co-
operative gociety in lwgu LGA issued leoans to the twane of
17,600 to ninety of her nenbers, Outstanding loan as at April
1986 is 192,000, Siuilarly, Chukudozie Ogbukuba FMCS in Onitsha
LGA with a nembership of 27 co-operaters have obtained a total of
H30,226 oredit froo ACFA., Tho fundanental principles guiding ACFA
in credit distributions t¢ pricary societies are firstly that the
society must be affilinted to ACFA which implies the society has
share capital in ACFA, Secondly the society is not indebted to
ACFA in respect of previcus lcans received, The scciety must be

able to pay the interest on loan issued at the time of rcceiving



the credit,
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Thus nenbers of Co-operative sccieties put their

finaneial resources together which acts ag part of their

collateral to obtain ACFA loan,

Out of the 125 Co-operatow respondents 4.2 percent

received credit fron ACFA in 19686,

4iCFA acts as a credit

borrowing institution for the prinary societies affiliated to

her, Table 3.3 itenizes the number af Cé—operative societies

that have benefited from LCFL eredit since 1980/81 fisecal year,

Table 3,3

F1084R

L

WU

VAt
] u"

"":i‘::'?.. . Ty
c \b.'\. » BELL»‘

- » p\“ \.‘l E'&'\h o
pRTT TG
AR

Fiscal Year

lo of Beneficiary

Total ancunt

Sccieties Igsued
i

1980/81 113 908, 120+ 50
1981 /82 92 578,292+ 00
1982 /83 99 921,300+00
1983 (9 nonth) 5 570,476+00
1984 108 1055, 600+ 00
1985 152 1594,347+31
Total 639 5626,163++19

Sourcea : Fieldwork (1986)

Further detailed account of the distribution pattern of
the credit to farmers in the LGAS of the State is shown

in table 4.2
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3.2 Sourceg of Credit to ACFA
The Agency's Bylaws outline following Sources of funds.
(a)  Share Capital
(b)  Application fees of menber societies
(e) Grants or Donations
(d) Deposits by nenbers and non~nenbers
(e) Loans, grants and naterials received directly
or indirectly from Humanitarian organisations
such as the Co-operative for American Relief
Every where (CiRB), Banks ete. (Ibeziako, 1984)
Since the inception of 4CF4, in June 1976, main sources
of funds have been NaCB Ltd,, CCBN Ltd, and funda raised
through nembers share cuapital and registration fees. In 1961
ACFA had raised a total share capital of #159,876+00 and
attracted a total loan of 5,8 nillion fronm Nigerion Agricult=
ural and Co-operative Bank (NACB), a floating over-draft
facility of H450,000 from the co-operative and comerce Bank
Nigeria (CCBN) and 165,000, fron the Federal Ministry of
Jgriculture (share of Nigerian Agricultural Credit Guarrantee

Scheme allocation to Lnambra State).

Since 1981/82 fiscal year ACFA has roceived a total loan
of #306,515.,22 from CCBY in 1981/82, and in 1952/83
¥81,392.70 from NACB and CCBN respectively, In addition she
has received a floating over—draft of 450,000, a sun of

¥212,795.81 in 1983 and #360,728,00 in 1985 from CCBH,
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The problen asscciatod with these uajor funding bodies include
their high and fluctuating interest rates. The CCBF loan was obtaincd
at conpound interest of 9 tc 10 percent in 1981, The interest rate
has risen to 12 percent in the 1986 fiscal year. The NACB loan is

obtained at sinple interest rote of 9 percent.

The inplicaticn of this fluetuating high interest rate is
that over—due loans accwmlate high servieing avcunts which
accrue to the debit of ACFA. This rakes repayment of lcan nore

difficult,

The problem of relying on the share capital of primary
gocieties lies in the relatively limited funds.of the farmers., lcat
of the primary societies have snall neubership ranging between 10
meubers to 50 nenberg and ghare canpital between iHO to OO per
neuber Capital Share for registration into ACF4 was #10C as at
Deceuber 1984 and has only risen to 500 in the past one year,

The member of Co-operative Societies affiliated to ACFA was 645

in 1981 and has risen only to 918 in 1986, an ammual growth rate of
about 8,4 percent. The Laplication of the amall size of ACFA
affliated societies and snall gize of prinary societies is that

the capacity to gencrate sufficimmt capital base for the running
of ACFA is not adequate s¢ ag to elininate the reliance on

extermal sources of credit,
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?_rincinlea und Pattcrns of Credit Distribution

e —

In ICFleffili ted Co-oper-tive Socicty is required to
neet three conditions bufore it is qualified for ACKFA Credit.
Firetly, the scocicty must not be indebted to iCFA. Secondly, the
project for which the credit is being sought must be a vicble
project which has boen accorded recommend.tion by the DCO and the
Registrar., Thirdly, the socicty must deposit the interest on the

approved loan for the initial ye.r of the gront.

Once a socioty receives a crcdit and repaye her loan she
qualifies for a second lovel of loan which is usually higher in
amount than the previous leoan. ICFA credit records show that
cercdit distributed among socicties would vary from onc socicty
to anothexr because of the differuncee in the size of the membershi)

of the socivty. Credit also varivs with difforent types of

proj-cts,

Hence s shown in table 3.4 society "A' rceceives higher
credit on repayment of previous loan, /fmount of credit issued for
Rice Mill plant is much higher than amount issucd for Rice :nd
Cassova production becausce the former project (2) has high
viability than the latier projeet (1). The average shove of
members of socivty (x) would be less thon those or socicty (Y)
beezuse of the difference in the sizo of the societies. This is

one of the variition in distribution pattern of ACFL crcdit,

3¢3 Spatial Variotion in poticern of Credit Distribution

To investigite the spatial variation in ACFA credit

distribution the records of ercdit distribution to fifteen
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Year/Purpose Food Crop Lgro-baged Poultry/Fishery| Marketing |Land
Production snall acale livestock Distyibu~- Estate Total
Industry tion
1980/81 (106) (6) (113)
849,000,00 39,120+00 = 20,000-00 - 908 ,120+00
1981 /82 (85) (92)
W._Uwu#utoo m&wwmﬂtoo -— - ot m.lauwmwcg
1983 (71)
(9 nonths) 497,441°67 23,034.71 - 10,00000 40,000-00 570,476338
1984 (106) (1) (108)
1,025,600+00 10,000300 20,000+00 = - |{1,055,600-00
1985 (146) (1) (3) (1) (152)
1,442,110-68 10,025-00 - 132,000-00 | 10,211+58 | 1,594 ,34731
Total(as 2ot (609) (19) (4) (5) (2) (639)
end of 185) |6,193,493+35 138,041 +21 74 ,390+00 162,000-00 | 50,211+58 |5,6218,163+19
% age of Total
credit m.wm..hmn.w wmow Ntm A-u Na.w dao AO0.00
Sources : Field Work (1986)

(9) Fo, of Beneficiary Societies.
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Table 3.4: Illustrating Variation In Loan Issued and
Distyribution Pattern
¥ ZImount
Project Size of Purpose ¥ K Coment
Membership
Years
—— - - ' —--—-—-—--+— - - s—p
]
1 { 60 (1975) | Crop prod, £048,00
! I (Rice and ;
| Casuava)
2 65 (1975) Rice Mill
plant 39543,00
Inst:lled
N i =
3 65 (1977) Rice Avercge share
{x) production 15000, 00 (u230)
4 28 (1977} |- do - 15000,00 Average share
(¥) (u535)
I e S A 4. [ en an s o B e s -
5 43 (1981) Rice and 18t Loan Repaid
(8) |Cussava 5000, 00 fully
production
6 43 (1983) | - a0 - [10000,00 | 2nd Loan
Sources Ficldwork (1986),
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roxslomly . sclected Co~opurative socictics in each of the five
LG/s has been analysed. [nalyeis of these records reveals spatial
variction in ICFJ dietribution over the five LGis. Three zones can
be identified,

Zone L ~ Jrea of High Heeponsce to Repayment of LY A and arca

of high credit disiribution,

Zone B - lrca of medium rcoponte to ILCFL credit Repayment

and hence frec of medium eredit distribution,

Zone C = trea of low response to ILCFL credit repayment,

and hence an areca of low credit distribution,

From the anslysis of the d ta in Table 3.5 the researcher hus
designated Onitsha und /nambra LGLs s Zone A4, Awgn and /ibakiliki

~8 Zone B :nd Iwka s Zonc C,

ZONB /. 1is on area in which at least 60 percent of the fifteen
sample Co-operative Societics have paid their loans prompily and
at least 40 percent obtoincd their third lecan. The emphasis on
the level of loan lics on the faet thit each level of loan is
usunlly higher than the prececding loan issued, The Co-operative
Societies in this c .tegorics are found in Atani, Otuocha,

Oguaniocha, Umeze, /nani. (Sce Toble 3.6).

ZONE B include arca in which the Co~operative hgve not repaid as
promptly a8 in Zone iL. Howe less than 60 percent but over 40 percent
h-ve repaid their credite from LlVFA. Lbout 20 perccnt have obtained
their third loeans. These socicties include Co-operutive Socletics
in Nenwe, lgbaogugu, Obiofia, Bgwudinagu, Ndeaboh, Abakiliki #n
Ibakiliki ~nd Jwgu LGIs,
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ZONE C  include nre=s of low repayment, and low producticn
cnd less acquisition of /CFL loans, Herc among the fifteen
Co-operative Societiecs, 40 percent cor the Socicties have repaid
their loans and less than 20 percent received their third level

credit, (scc map 2).

However, within this generaolised spatial pattern of credit
distribution and repayment behavicur, there still exist scme
Societies thet have fallen below or risen above the general
pattern in the LG/s. In /wgu for instance, three Sociectics hive
identified the problem of Tow xmepajment among their farmers as
resulting from channel of credit utilization. They have therefore
shifted thcir emphasis from food preduction to marketing and
other investmente, with less emphasis in food production. So that
farmers are given Society loans not only for food production

but for markcting purposes.

lmong these Societics are Obinagu fgbaogugu fmes, Chinedu
iwgu fucs, Nenwe Co~operative marketing socicty. /gbaogugu
fmes hus issued a total of H117,6C0 to her members as at Jpril,
1966, Hexr minimum share ccpital has increzsed to M160.00, Total

share capital of the Socicty was l21,031,00 .8 at end of 1985,

In Onitsha~Ogbaru and /namdbra LG/s, there exist some
Societies that have not performed so well, Two of the Socictics
in inambra LGA have been unable to repay their loans since 1977,
following incidents of flocd disastcor that destroyed their

crops for two consecutive farming sessions,

On the other hand, there exist in all the LGis Societies

who have not repaid their lomns due to internmal instability in
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their Societice, embezzlement and mismanagement of Soclety's
funds, These typees of Docictice constitute less than 5

percent of 2ll the Sosictics considered in each of the LGis.

Cther problems associnted with credit repayment vary from
one LGL to ancther, Problems commonly identified by farmers
in all the five LGis dnclude:=-

(i) High« interest rte churged on loans

obtained from the [pex Society,
(11) Late disbursement of credit from ACTZ,

(iii) High cost of inputs , such as secd-yams,

espceially at the late time of receiving loans.

(iv) High wost of living which affects cost of labour,
cost of transport, cost of processing and cost

of catering for the family.,

High interest charges on credit is identified among the
pressing problems of credit repayment by firmers in all the
LGis. ICFL interest charges has increased from 10 percent in
1984 to 15 percent in 1986, The Agency again charges penal
intercst of 3 percent for over due loans., The JAgenecy however,
explained that her charges have increased as a result of the
charges from the principle funding organisction., TFor instance,
both CCEH and 1/CE intereot charges have increased from 8
percent in 1984 to 12 percent and 9 percent respectively. 48
a remult, 90 percent of the Socicties charge 17 percent interest

on ICFPAL loans they give to their members.
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Late reception of credit is identificd not only by
Co=opcorators, bul noanOPorafogs who benelit from the Jnambra
supcrvised Crodit Schemes, as o major constraint to loan
repayment, 48 at Sfpril, 1986, adl farmcr in thece LG/s were yot
to receive approved credit from JCFL and Ministyy of lgpiculture
in the State for agricultural production. Yet the mest suitakle
time to planting yams ond caszava crops in thesze arcas is
between Janurary and Tebypuary. Planting crops later than March
Jeopardises the chances of high productivity. The impliention
of disbtursing loone late is cleoxr. The formers do not only
stand the chonces of low production, but spend more than they
necessarily would have spent on inputs, such as scodw-yams.

April is regarded o8 the beginning of "hunger montha! (un\'."u.)‘1
when most farmers have ploughed back their savings from preovious
year harvest inte the current production. Prices of sced-yoms
and other food crops at -I;his: time rice uﬁ 50 to 100 percent,

a tuber of yam sold in Janwrary ot 50kcbo would be causing 1,00

or more in fpril,

High vost of living is a problenﬁ ’chat is fuced by every
one In ouwr SGociety today., The implication on implentation of
credit is that most of the credit reccived are utilized om
payments foxr labour, traﬁas_pox‘tc.tion and processing. Labour
cost hng risen from maximum of ¥1,00 a day's (1984) job to over
B3.00 ond B5.00 in several LG4s at present. Similarly, the
farmers hove to apend more of their rescurces t¢ tend their

families and all these encroach into the oredit acquired.

~
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Troviens migue 10 sevoral areas in the sudy ared inalude
the problem of poor accessilility roads, copecially fbakiliki
in fMnambra and Onitshe~Ogharu LGL and paxrts of fwgw LGAB,

For instance, in Ounitsha LG4, the road from Onitsha to her
hinterl:nds of Odekpe, Ohifn, Osamiri and Ogbanu vill,ges, is
a distance of less than 30 Wilonetres, Trovelling limit in
rainy seagon along this romd is less than 20 kilometres.

Fron Onitsha to stani is o distonce less than 19 kilometres,
yet it takes vehicles over 1 hour to ply this short distance.
The . effect of suach road ie that farmers sell off their
products at cheaper pricc to middle=men from Onitsha, Jsaba and
Benin, Similer situntion provail in Jmatbra and Otuocha in
fnombra 1GL. Hexe farmers 28 in Onitsha fnace also the preoblem
of fexrrying producte across the Idemili and !max'abi'a rivers, over

to the main land, and along very bad motoxr route.

Implication of the Repuayment Behaviowe to /CPA and the

Primary Sccieties

The implicaticns of nomrepaym.ent and late repayment of ¢ edit
oan be dimcussed from two view points; the effect on the borrover
(primary societies) and the effect on the lending agency. 4
parple of record performnance of fifteen Societiesa in each of
the five LG4s is shown in table 3,7 to illustrate the effect

of late repayment of credit on the borrowers.
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Table 3.63

Illugtrating Credit Performunce of some

Co—operative Societiss in Zore & (1977 = 1985)

. e ~ ; -
T lame of Socicty and No. of | Purpose/Average ‘!ntal
LGA ; Memborship 9'3{ Loans [(PRerformance iCrm(l{i;)‘ lec
. - e s e o= o . . S—— y ! i
Onitsha~ , Obewrye Unueze fmea , FMishing, Crop !
ogbaru . (52). 3 _ . Production PR t33..10 00
n ! Orabuilie ifani fumos ! @rop' Production 187,000,00
"‘"""'—"""":r' o ..(:3.7) o £ 3 i s
" ' Corr.r Stone {Ogharu) Crop, Predn,
m— N (- . 3 |Bighing PR 144,370,00
" Ugabuesne Ozwaniocha Crop Produn,
. - g (60 ks PR 54000,00 _
Angmbra |} Urmlerd. finos (50) 3 ___iCrop Prodn, PR 188,000,00 _
n Ohuobi,[)fuocha fmog Crop Prodn. E
e R = w8 -Lj ?4).. B —— -—-3- ..--?R '23'0m.@4-4—-
" Umuleri (JIAFFP) fuos Crop Prodn.
L SN ¢/ ) I 3 PR 123,500,400
Sources: Meldworl: (1986)
Prodn, = Production
PR = Prompt Repayment

Table 3.7: Loan Repaym

ent Behaviour among the fifteen Co-operative

Societ:.as Srithin the five LGAB.
Total Gredit 1'% of Outstanding | of loan|intorest (],
IGA Fund 1“'?6-1980! Total (A)jas at end of Isaued(f) Penal CG(Fo,
' BN i@ 1983 (B) L D)
Anambra ! 89,140.00 | 18.4 132,000,00 | 35,9 ;12,480.00
Onitsha 1110, 54..:5 | 22,8 111,000,00 ! 9.9 | 4,950,00
Abaliliki 1134, 0400 1% 1 278 196,252,00 | T1.5  114,709.50
A'gu' ’ 49,0001‘” o% 1000 15,%0.% 30.6 22,050.00
Awka 101,252,00 20,9 132,688,00 32,3  |43,313.40
Total 27,00 100,00 _{186,940,00 | 972502,90
Sources: Fieldwor:: (1936)
1% = Excludes #9%,13%2,00 for installation
of % Rice,
2% S BExdIudes H23,563.00 for installetion
of 1 Rice Mill,
CG = Charges
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ids 1llustrated in Table 3.7, the inability to ropay loans

by the Abnkiliki Co~cperative farmers is evideoneed by the facth

that T1.5 percent of loan had been outstanding for over five

years of its digburament,

Similarly, in Ananbra, 35.9 percent

of loan igsued to fearmors wno atill outstanfdng sftor over five

yonrs of its collaction, And .[wka had 32.3 percont of loan lisu.d

o prr.

~

Over—due dcans against the 3ocketies attrocted g serviece rito

(perzl interost) of 3,0 percont against the Socloties. And thic

nukes vhe pogition of reopoyucnt even more,

Toblo 3,3:

[

{sce Toble 3.0).

Orer~duc Loans againgt Co~cpurative Soecisvics

Zrem 1980/81 Yo 1985

"Wo. of Indobtod | Total  Over—duc YV (4) na %
Taoy Socoeitiea Igsued () Qutastanding of (%)
(1) {2) Loma (3) Loans (4) e
1880/81 417 908,120.8012,224,509.,42 | 214.9
1981,/82 416" - 578,292,001 3,263,655,60 | 554.4
1982/8% 474 | 921,300.00 [2,594,725.56 | 2g1.6
12 7 o
9 nonths) 570 570,476.38]2,824,969.17 485,2
1984 : 475 1,055,600,0012,609,039.12 | 247.2
— - v - i —. ko aa
: [ { |
1985 ' At L 1,594,347.3112,256,441.93 | 11445
Total ! b 5,628,163.19
&JUIOGS:

Fiold vork (1986)



It 13 evident from tablo 3.8 that it pays 2 Scoicty to
repay her debts promptly, For instionce, the over—due outatanding
loen nzainst 116 Socioty in 1981/82 comstitute over 500 percent

of tho totel loans issucd.

L 52 ropayment of orcdit decroascs the chances of 2 Soclety
prying up her Bobt apnd hor chances of obiaining any further
ercdit, Take for ingtonoo, Lbakiliki ILGA, Instcad of only paying
¥43,162.32 intervst on prineipal anount, late repoyment of er.dit
hag neont poying this oxpected interost ns woll as a ponal intercust
of 114,709,50, Similarly, Lwks LGA heve to pay in addition o
intorceat xiount of ¥43,313.40. The four Socicties would reguiro
to poy in addition to a total intercst of #44,809,56 a s of

188,973.00 which is approxinatoly twice the intcrest amount,

The offeet of this on ACFL is that the rate repamoent of
credit reduces the Ageney's londing turnover. Socondly, it
prevents the Jgency from settling the funding institution of tho

Agenay (CCBE ~nd WACB).

Lis donongtrated in table 3.9 ACFA Itd., has not been able
to obiain cny nore orcddt from N.CD Itd., ofter 1982/83 funds
(Teble 3.9). The problen iz further compounded by the faect That
tho inferost rotes on loans have not remained constant. Wheroas,
ILCB inturest rote was 6 peroent in 1981, it has increased tc 9
perecent in Jamwrary, 1985 to present 12 percent, CCBN intercst
retc wia also inerecsced from 9 percent to 10 percent in 1985,

with Ule inerecanse in interest rote LCFA's dobts incrensos,



3.

W G

Tablo %,9: LCF.L Loans fron Pundine Institution Fiseal
Yoor (1981/82 = 1985
s =T
Prosent Inst. | 1981/82 1982/83 1984 1905
Funding Boby | Rato (1986) ———
1%
ACB Ltd. (8inplo Ratc) - 1,711,648.,00 - -
: 10% , '
CCBN t (Compound  + 306,515 81,392,70 |360,726 -
Rato) !
1
Sourcos: Field Work (1986)

Channcls of Credit Distr . fion

LCFL

The diatribution channels for ACFA eredit are her affiliated

Co=operntive Societies in Ananbra State,

there were 918 prinayy Societies offiliated to CFA,

The

various channels of credit distribution is tobulated in

Trble 35410,

As at 30th April, 1986,

The channels of credit distribution inelude the followingi-

(1)
(ii)
(i31)

(iv)

(v)

Food Crop Production

Agro-baged small-scale industries.

Poultry/Fishery/Livestook,

Marketing/Distribution of Products,

Land Estate,
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A3 ig evident fron tobhle 3.10.,“1:}1.0 channels of credit dietributicn
are food erop producticn, szro-bised anell seale Industrics,

Poultry, PFishery, Livestoclk, Marketing and Dlstribution of

preduce and Land Sstate. The bulk of ACFA exedit guesn to fond

ercp productica, This channel ox sector has enjoyed the highest quota
of 4CFA's crecit to a tune of ¥5,19%,494+55 as at ond of 1985,

Phis nakes up 923 percent of toial credit of WY,628,163+19 issued

by iCP4i, between 1980 and 1985, In additiwm, 95’3_ percent of

ACFi affiliated sociotica are engnped in focd production. Food

exops for whiok loans are issued inelude rice, caééé.va. najige and

yan,

iy LI

: 'Agro—based small scale industry and herketing md distribution
buginess heve roceived 2.5 percent and 2+9 percent of 4LCPA credit,

respoctively, Fishing, livestoek and poultry received {43 jpercant.

.Unlike the axperiéneé af the Cu—-operative Sopietics in Japan
discussed in previous chapter, the credit distribution pettern in
Table 3+10, expose the rarginal diversificeticn of our rural
soonony inte arre~baged indusitrial developnent and other businesses

avay frow food productien businoss,

..A{;ricultura.l food produetion iz o business mos£ vﬁlnnra.bie
tu the dangers of pest, diseases, woeather failures, and fluctuantion
of market denands. Such heavy investment of ACFL ercdit could
arncunt to placing the eapital sitrongth of LO0FA in danger of

instsbility,
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Parinc

8ix uses of crgdit anong farmers in the five LGAS have been
identified. They die for purchase of sced-yang, and cassava steus,
payoent of labour wages, proceaging of farm produets, tronsportation
of products, scquisition of additional lands snd purchase «f

fortilizer (artificial)

Pu o sed=vong and Cogsava Sten

The ancunt of eredit utilized for purchase of geed~yana
vary with size of farn nounds and total size of farm lands
dovoted to varicus crovs. The anount alao varies fronm one LG4

and ancther,

In parté of Abakeliki and pwgu LGa (which include Udwaa,
Ndeeboh, Izzsi, Anaocji, gxsbogu&m) Co=cperathrs and non-Co-operators
adept large—gizod yam nocundg (2'5 nby 25 n by 2n to 31:1). Rach
large~sized yan honp tokes 6 lanre—size seed-yang at 70 kobo to
i+ 00 per seed yan, Toial cogt of seed-yan in such a farm range

between 1,800 and 112,000, S

In other parts of these LELS such as in Mnewe, igbaoguzu and
in Mibo, NWise, Umnudikka, Amanife, Jchala, Uinezede, Ununagu in
ke LG, farners adopt small-sized nounds (1+5m by 1+5n by ‘11:1).

Cost of seed yaus for each mound range betwean 30 kobo and 50 kobo,
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Total cost of secd yaus per acre of yan farc-land range betwcen

1280 and 500,

In inanbra and Onitsha LGS, farners adopt a unique nethod of
land preparation. Althouzh, yan nounds are snall (not lamger than
150 Ly 1°5u by 1n) these muunds contain in addition, a hole of
2250 radius and apyroximately O+3 neter depth at the central
portion of the nound bYelow the garth surface., Thig is in order
to permit the penetration and size enlargement of the new yan,
Prices of seed yams in Olekpe, .nu and Otuocha area by /April were
28 low as 30 kobo for the gnaller-gized secod yams (less than
30cn langth) and 70 kobo for the bisgor-sized seed yans (over
30ce: length). This reflects the relative high productivity in

yan crops of these LG.S.

In all the LGAS, Cassava stens arc hardly purchased, except on
rere occassions, such as tines of drought or disease outbreck
as in 1981 whan there was the outbreak of nillibud attack on
cassava crops, Then cassava sten in 1982 and 1983 where said tc¢ .
have cost up to i12+00 a bundle of alout 100 sticks of approxinmate
length of 2 neters, However, farnmers in .wka and .wzu contend that
they have used up to i5+00 ecngsnva stens on an acre of farm-land

to preserve their previcus crops and ensure better yield.

Purchnge of Fertilizor

This is identified as a chainel of credit utilization in
dbakiliki, Jwika and awgu LGs, 4 50 k3 lag of fertilizer is oltained
fron the commnity leader who is o nenber of the farnmers couneil in

each comnnmity at a subsidised rate of M0+00, Total cost of 7 =%
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fertilizer par .adei.of yan or cugsava farw is estinated ot a
paximw of IHU.C0 and uinilimw of #1000,
abg Waployrn .

In 811 the five LGJ’LS; 1labour hasl '!Je;an ide-nﬁ.fl,ified es charmel
of eredit utilization., Two forng of labour are required at
lenpt twice in each ecropping season, they are iwle-lahuur and
fauale=laohour, Nale labour is ntilized during preparation, of
land for plmting and during harvesting for harvesting and
conveywrice of products frou farn o home, Fenale labour is
utilized for weeding which rast cccur at least twice in each

oropning Seoasch.

Two agpects of labour wares have been identified in all

the five LGis, They are the payment of wares in cash and the
Paynant in kind. For labour woges on yau farns, cash Daynent
iz calculated either on day-work bagig or through the number

of nounds prepared for the farn, Paynbent on day-work ig i5+00
in all parta of the LGas, but in Onitsha-Ogbaru LGS it is £5-00,
In iwpu, and sbakiliki LGas, lalour wages caleulated on the
basis of nuuber of mounds preopored ig J2:00 per large nounda
ard; 80 tobo for a amall nounds, Preparation of snall nounds

in varts of anambra and Onitsha vary from 30 kobo in the lowland

villapea to 50 kobo on the upland villages.

Penales labour required for weeding is on days—worked bagis.
Bach day worked last fron norning $111 12+00 ncon at least. Doy
labour wace is up to iHB-00 in Awsu, ibakiliki and jwka, as low as
{2.00 in Onitsha-Ogbaru and parts of inambra LGA. Usually, two
weeding wessions are carried out on yan faro before harvest while

for casssave, three or nore weeding sections is required,
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Minirwn nunber of nale-labour required per hectare for farn
preparation in yan production is 10 persons per a day. So that
ginilar nunber of female labour is reguired for each session of

weeding on hecitare of farmland, 4 ftotal cost on a single sore

of farm land (for farn preparation) is over H400-00
. In Odepke, atani and Ogamiri in Onitsha-Ogbaru LGA and in

dnan in gnanbra LG4, labour cost is relatively cheap, because of
the influx of wigrant labour fron acrogs the Niger river and its
distributaries into these areas., These nigraat farners engage in
both fighing and arable faruing, They farn scell portions of land
obtained from the natives offer their labour at relatively low
cogt and use part of their time in fishing., Cost of labowr for
Preparations on acre of land fer yau production is not nore than
i3¢00 a day and coat of harvesting of yan is 10 kebo for each heap,
These nigrant labour live in tenporary huts along the banks of the

river,

Labpur cost vary with type of crop production, The labour cost
for an acre of yan is less than lsbour cost on an acre of rice fam,
Cost of labour on rice farn for both preparationg and planting, and

weeding is caleulated on days~worked bases, and area covered by end

of the dsy and not on the basiag of nounds,
Most farmer replace part of the high labour cost by services of

relationg and nenbers of their families. The researchers field

exparience reveal that 8C percent of farmers do not keep records of
these expenditures or their ocutput. This night partly explain why
sone farners do not repay their loans, Payment of labour wages is ~
done in piece meal and harvest and sales of products are done in

lilke mammer, so that permanent and accurete recorded statistics are
not available on both inputs and outputs, statistics and neasuremunts

ars all estinated,
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Processing (Specifically Rice-Milling)

Thig is anothrr important channel of credit utilirzation-
muong co-operaiora in Udma, Agbaogugu, Ndeaboh, A maogu in Awzu
1G4, in Odengbo, Mgbabo, Abekiliki in Abakililel LGa, Nzam and
Angm in Anambra L., Odckpe, Ohita, Atani in Anambra and Onitsha

1843, and in Amant-wo, Njikoks~Achals in Awka LGA,

Coat of millin; rice iz calculated in bushela at H2.00 2o
bushel1 of mill 3 rioce or in {00-kgm bag, For an acre of rioe
farm, harvest ruange between 25 Lo 30 boga of umilled rico,

A bag coiﬂ;zm 4 basins (i.e o bushel) of un-milled rice. Totzl
coat of milling 13r0*3ﬁction from an acre of rice farm range
petween W200 to 240, BRice farmers in all the LGA:—;_ contend that
they mill their rioe in small quantities ot a time in order %o
pell and derive money for harvesting and milling the rost of their

yielda,

romenortation of Products

Transportution cost vary with distant from famm to compound,
and with modo of transport., For non-distant faxm of legs than
and up to 2Zkm Trom compounds farmers in Onitsha IG), Uduma in
Avgu XGA and Anean in Ansmbra pay 20 kobo per basin of yom
conveyoed from famm to compound. While they pay 10 kobe per bagin
of rice, ' ' _...

Transportabion by Tehicio is usuallj: done for distant famm
at maximm of 50 iwobo per kilomefre for basin of yam, from farm
to home or fron Lome to market, Cost of transportation by

vehicle for a bag of rice for a dlstancs of 5 kilometres is 50 kobo,.

o A

1 a bushel = 100 "cigaretite" cups
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A thind nodo of twanamawbation ia by wheol-barvew [or mant-
truck), This cherges 50 kobo for convaying a truck load of ym

tubers or a 100kg weight of rice for a distance of not more than

2 kilometres, A fourth mode of transportation is by boat or forry

aoross the river to the main land, Thig costs ¥1,00 for a ferry
land of yamg in Odolcpe and Ohita in Onitsha LGA,
Analysis of aiounts of eredit utilised for different fam

inputs and production procosses is shown in tablo 3, 10,

Table Je0; Avorigo Cost of Inputs and Production Processes
aiong five farmers in each of Three V.

lyigu_ 1% (por hero of froym

e s s s .-

VILLAGES —
Inputa & Procens torwe (¥) | Agbogugu () Udma (¥)
Labour 85,00 60,00 220,00
T— - e . W & e-Adne e - — e o
Seed~yma 180,00 150,00 500,00
Transportation 40,00 16,00 60,00
Rice Milling 80,00 100,00 120,00
. 1 —
Addition or acquigi-
tion of Extra fam 50,00 20,00 -
Tond }
1 }
: . '
Fertilizor ! 50,00 ; 30,00 l -

Sources: Mecld York (1986)
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Table 311

Inputs Process/ Odekpe Osmiri Ohita inam Ojoto Otuacd

Village

Labour 60+00 6000 4000  T0-00 55.0C 50-00
Seedyans 18000 2C0-00 220-00 15000 120.C0 100+C0
Fertilizer NIL LIL NIL NIL NIL NIL
Tronsgportation 2300 18-00 1200 12:.00 1500 10
aldition of land - - P8 o - %

Sourceg : Field work (1986)

(1) La“our exciude fanily assistance and

wases in kind discussed ahove,.
(2) Scedyans exelude farners savings fron
previous harvest,

4 sumiiary of toble 3,{¢ nakes it evident that unajor channels
of credit utilization in all the LGAS is for purchase of secdynno,
Second uajor channel of credit utilization is for labour followed
by rice nilling in areas where this is performed, The least

channel of credit is for acquisitiun of . farnlands,

The Relationsghip Letween credit ~id living gtandard of forners

4 third objective of this study is to identify the
rcelationship between level of credit and the standaxd of living

of the farmers, To investignte this relationship, the rescarcher
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With a degrec of freedom of 16 ¢ lculited XE = 25.54,
sobulated X° o 32,00 ot 0.01 significent level and 5 degpee
of freedom ut 0.0% significant level und 5 degpee of freedom
tatulated X = 26,29 . Hence we canmot reject the Null
Hypothesis, so we accept thot there is a significant
difference in the distribution of firm holdings among

faurmers in the LCAs.

The second step is to investigate if there is a
significant difference between assets of form holdings among
credlted co=operitors and non-credited farmers in a papticular
LG4, The analysis of the dita in table 3.14 is investigated
uzing Xg feet s¢nd on a Mull Hypothiesis that there iz no
signific.nt difference in the assets of farm holdings among
the two categories of furmers in Anambra LG4,

Caleculnted X2 isu3.89, Qith a degree of freedom of 5 und
at 0,05 significant level tabulcted X° is 11.07. Since
2,89 is less than 11.07, we cennot rcject the ﬁﬁll Hypothesis,
Therefore, there is no significunt difference beiween &ize
of firm holdings among farmers in s.me LGA, Rather tﬁe
diffexence observed in previous test ca. be explained by
the uneven distribution of population over the regional s=pazce
making more linds availgble to some LGA than others,

Similey test is carried out for the other LGAs ind g.ve similaxr

result.
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Table 3,14 Farm-holding digtributed among credited
: and non-credited farmers in Anambra LGA

- .

Parm 3ize
(acre) Credited Farmers Non—Credited Fammera  Total
(1.5)
0,1-8,0 - 3 >
841-12,0 8 6 14
(11.0) (11.0)
12,1-24,0 10 18 22
. (4. 5) - N -
24.1-48,0 . - 3
(1.5) {1.5)
48,1-100,0 % 2 3
(1.5) -~ (1.5)
100,1 and 1 2 3
above : ' !
Total 27 27 54

Source: TField work
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The third step in the investization of the relationsghip
betireen lovel of eredit and incone neasures the correlation
betreen anount of erodit and the level of incone, In this
investijation, tho researcher has applied the Pearscn's Product
Honent Correlation Coefficient methcd on data table., The
neagure cf correlation is davoted by r. y. rebresents

Incuie X reprecsents credit.

ZIY—ZX.'_Z_Y

W W A r——

r == - = e e e % = = me—— -

\/(212 - (;1-{_)2) (le ) {?).2)

Swurwy of analysis is as follows:

170.3 | 922,97 665,42 1331,25

. e S -

——
- e -
C R T

This coefficient indicates a high degree of positive

corrzlation botween level of crodit and farsers incone.
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Table 3.14

Parm Incoze =nd Loan of twenty-six

Farzers in ~bekiliki LGA {1984}

Rounded Figure (100)

Income (y) 2,001 3.00} 5.00 | 6.004{ 3.50| 6.00} 7.5 6.50[10.00§ 7.CC| L.,00]5.00] 5.60
Loan {X) 2.28 1 2.50 | 2,75 ] 3.50 1 3.95 | L.20 | L.5Q) 5.00] 5.30]5.55]5.60]5.85} 6,10
Tneeme (y) | 11.00 110.50 §10.50 | 4.20 | 3.50 ] €.00 § 6,004 11,50} 2,50 | 7.50{9.00} 1C.,00 8,00
Loan (¥) 8,00 | 7.00 | 7.8® | 2.50 } 2,50 | L,OO | S.0} 7.0 |1.52 14.50}6.00]7.00!} 6,00

Sourcea: Field Work (1966)
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Relationghip Betwgen Level of Credit and Faym-outiub

It has been noted in the last chapter that thore ig partial

varierion in the distribution of ACF.L ceredit over the five LGAS

resulting from farmers raosponge to repayuent of ACFA Loan,

On

this base the researcher has cxinined the farn outputs from the

three designated zoneag:

i, B, C to investigaote the relation

between the outputs and the resulting from credit distribution.

Cne-way analysis of Variance Test [1@10‘111) ig aprlied for

thig investiguation based c¢cn & Null Hypothesis that there is no

gignificant differonce in the furnn incones of fariers in the

three zones: A, B, C idemntified in earlier paragrapha.

™e test

is applicd on the incounes gencerated fron four crops: yal, cassava,

paige and rice by 15 farmers each in the thrue zones.

The result of the analysis is given as follows:

Aika LGA noan incone froen yan is 1239-86, Ogbaru iBO3+33 and

Abakiliki #506-33

Fcr

Table 3,45 : Result of One—way SIOVA
Scurece ¢of = T -
Cariation at 388 M3 )y
Betwoen treats 2 2,358554 E+06 1+19177E+06 4609
Within treats 42 1. C8598BE+06 258567
Total i B 46952 E+06
For ava:
Betwouen treats 2 1-05254E+06 526269 26026
Within treats 42 731691 186118
Total 14 1-834235+:06
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For Maizo
Between treats 2 785634 39281-2 13119
Within treats 42 125757 299421

Total 44 204320
For Kico
Between tre~ts 2 1-90754E+06 953772 T2:57
Within treats 42 551948 13141-6

Total 44 2+45949E+06

While tabulated F at 5 per cent gignificant level is 3+2% and

5+18 at {1 per cant sigmificant level.

Sincc Cal F is greater than

tabulated ¥ value in all cages we reject the Hull Hypothesis

and accept that there is o gignificant difference in the incone

of farners in the three zuneo.

In order to verify in which LG.S there exist the significant

difference tne Least Significant Difference test L3D applied, This

verifies within sanple difference.

LSD

SE
t

L5D

Table 3.15(ii)

=

]

t42’5l;"
58,7159
2021

X SE

cent signific~ut level.

Awka Ozbaru] Abakiliki| LSD
(1) (2) | (3
Yan 239-664 803+33] 506+33 118+ 66
Casaava | 309+33] 600-00| 250-00 10068
Mnize 152-00] 204- 6] 102+33 4C+38
Rice 114331 240-00) 60000 84-59

11866 at dezgree of frecdon or 42 and 5 per



Table 3,15(iii)
Begult of jnolvgi

Incone cn 1&2 1&3 2&3

Yan . . -~ S8g+D Sa+D NSg+D

Cacsava Sg+D NSiz+D S D

- HMnize Sg-D KSz*D Sg-b

Rice : Sg+D SzD Sx+D
Sr-D = Sigmificant Difference

Ngz+D = lic Sirmificant Difference.

Frep this analysis it is evident that the vardous LGAS
oxcels in production of different cropa. Ogharw excols in
nroeduetion of yan and eagsava., Jwka excuels in production of
cassava while aibakililkd excels in production of yau end rice.
These results are worthy of note to the ageney so theat it knows
areag ¢f the atrtes who specinlise in the production of the

varicus crops and advunce their credit fur sueh.

Li third yard-stick used by the reseorcher to neasure the
rolationghip between leovel of credit and standard of living is
by exanining the level of furnal education of Co~operators and

non-Co~pperators,
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Table 3-%{6 Digtribution cf Co-operators and non-
Co-gperators Ly Highost
Lorual education attended
Level of fornal R Iwru lwka Abakiliki Totnl
Rdueation C W6l ¢ ] wel ¢ i ¢ 1 1e
Prinary School 7 8  1C 12 22 17 39 35
Sceondary H
Schocl 2 4 - 2 5 3 7 11
Higher School
level 5 2 g 1 2 - 15 3
4dult Lducation 8 - 6 - - - 14 -

Sourceg : Field Work (1986) (NC=lion-Co-operative, C=Co-opcratirs

Fron the analysis of data in iuble 3+17 the nurber of
co~operators that have nttendel secondary and Higher fornal
Education is 27 which constitutes 12+50 percent of the respondents,
The nuubor of non-coverators in this class is 11, constituting
4+4 porcent whereas the nulber of co-operators with at loast

secondyry education is 45 or 20+6 percint.

In Mwgu LGA, 60 pereent of the respondent Co-cperators are
civil servants (especially toschers and ex-scrvice nen), The
relatively low participation of the illiterate farners in co-
cperetive novenent can be partly attributed to their lack of
awaraness ¢f the benefits of Co-uperative woveoent rather than
sugpicion., 5 percent of the non-co-opcrators intcrview at
Anacji, Obucfia in JAwsu, :md in /nan, Umueze, Otuocha ferners

contand that they prefered to work independently,
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Furtheriuore, the general cpinion of non-co-operat.rs about

co~operative Lovenent in all the LGS is that noabership is for
the elites, the rich md educntel people in the villages, Sueh
allesaticon are justified by the fact that to becono a nether of a
socicty, the farner hns to purchase sorie share capital of the
society which range between i50-00 o .1C0-0C in nwost of the
socicties, Sceondly before a society is given credit by either
CCBN or any other Bankas, the socicty hns to provide a collateral
end in the case cof ..CFi loan, the socicty has tu deposit in

rdvance interest on the prinei le ancunt,

Thirdly, the organisation and rwning of a co-operative
socicty requires quite a reasonable knowledze in writing, and
rending, and cummunication with the credit officials, lMost of
the presidents of the scvecieties are the enlightened neibers of
the village rather than tho chicfs,(ie. cuirs or village hoads)
ag is the case in the Northem part of Nigeria (King, 1977).
Hence in Jwka an:d bakiliki, nost of the Co-operators are oivil
pervants, ox-civil gervants, and traders with Lasie prioary

education,

4 fourth yurdstick for neasuring the relntionship of credit
cn standard of living is to exiudne the assets of eredited Co-

operaters and those of non-Co-operntors as shown in table 397



Table 337 it o P ownin~ vardo taBotR
I; :_J,; 1'-"¢8§§
o btor—cyeld Bokery/ Wheel | Radio,
LGA 3icyele} Motour-cnx sloclkk Ind,] Barrow | Telovieic
C{ LC} C ue ¢ | re cluct ¢ | it
Awka I 5 94 3 1 2 - 6 3% 7 I (v
R R . f S
wgu 17 8 6l > 1{ - 31 -f 10; ¢
abaiilikif 12} 10 4 : o - - 5 = 7 5
Onitsha 1 17 7 S 2 1 i 5 10 1<
Jnanbra 5 2 5 2 - 1 6 2 8 G
Totel e 46 25 15 5 2 271 10 42 he

Credited Co-gperators

Sourcos : Piell Jon: (1986)
10 = Nun=-fo-operators

Qo
o

&

In terns of hicyele mad radic/television, there is n
gignificant differacce in the cwmershi; of such agsscts by nom-co-
operntors and credited famicrs, But in torns of worct-eyele/ otor-
car and wheel-barrow, there is o significennt difference in owier-
shiv of such itens, egvceially in Abaldliki LG4, Awles and
nerbrea LGS, Im cne of the villages in these LGLS wnly cne
farner has 2 Sotor-vehicle (o tur-esr) and he was not resident in

In addition to these, individual assets, co-cporative frrrors
have bunefited frouo vari us [roject owned eolleetively by their

co=vporative soeicties, for the bonefit of nebors aiwl for
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strengthening their goeicties. Such nsscts include Rice
Milling, plan®, Ware-hcuses, retrol Staticn, Market Stalls,

Co—operative Shops, Pulilic enlightonnent and Civid contres,

For exarple, in awsu, the wwpu FMCS hasg five narket stalls
in Obufia with a capaeity of eitht traders in oach astall,
paying rantage to the Sceicty every sinth, In Abakiliki LG4,
the abakiliki Rice Farnoers Co-cperative Socicty (Rice Nilling
Froject) has in adldition to o rice nilling plant costed at
over i30,000+00, a letrol filling station and a ware-house

with & ecapacity of 400 bazs (100kz) of rice (sec table 3+18)

Table 3,18

Va
.

Year Net Profit Grogs Profit Assets
1984 6,897-81 3,874+ T5 Rice Mill(1979)
1985 16,700+40 14,663+92 Ware Houge with

copucity of 400
bags (100kg) of

Rice

Scurces : Field lcrk (1986)

"'With these agsets, farners who are necbers of
the above-naied socicty enjoy corparatively highor standard

of living than other nin-nenbors of their commnity, For inst=
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anee, monbers havo tho advantyie of ndlling their rice at
cheaper rate and at oxpress porvice, Other assets of the
gosiety include 4 petrol filling station nd a rentchle built

up areas wWhich yield inconc toe the Sccicty.

Sirilarly, Ifencluniin FHCS in iboleiliki LG4 hes ono
Petrol Filling Statiuvn, twoe rice rdlils, and one tractor for
cultivation of fornlnnds which they obtained at subsidised mte

frov the Windistry of sgriculiuxe {oce tuble 3.49}

Ifenolwmna FHOS Jeeountg (ag ot end of 1985)

Year LACF4 Loan  (19) Profit (i) Assots

1984 30,0000 i2,305+19 1 filling stotion
(1581)

1585 32,000+00 2 Rice mills{(197T)

& ware-iougo Tith
a capacity of
450 {100kz) bags
of rico.

1 Tracter

Scurcgs: Fiuld Work : {1986)

The initial neubershiy of Ifeuclunna FHMCS was 116, The
objective «f the sccicty wns to support neobers in trading and
food erop production. = 1977, it had an cutstanding loan of
{BH,U0C00 for repay to LCFA, T solve this problen, tho
poeliety leviedl her uenbers o sun of 00«00 each, only
60 nerbers cunplied, The rost of the defaulters forfeited

thoir rwenborskdn.
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Azbogug Multi~purpose Co-operative Society in awru LG,
hos issued spproxinately :H17,000-00 to 9 of her neubors as
at 318t Docenber, 1985, PFunds ars generated intemally throush
shares, thrift and credit, and interest fron short dom
lomms of 3 nontha %o 6 nonthe to nembers for trading,
Mininun share holding is #0000, and total paid up share is

#21,000+00 as ot end of 1985,

inother yardstick used in weasuring the relationship
botween ercdit mmd standard of living of the farners is +to
ooupare the types of housces the farners live in, the nuober
of children trained in vorious levels of fornpl education and
the farners sizes of Livestook. The situation vary froil one

LGL $0 mnothoer.

In Jwzu LGA the nunber of goats cwned by non-coperators
for excecd those of the cu—oporators by 252 percant. Thua in
this aspect, the farter can be zaid to enjoy high living standard
than the later. Assets, such as goats are highly valued by the
Ibo people, it could be gold for substantial ancunt of noney
in tines of urgent denend, such as for burial ccorenony, mrrrisge
or slavghtered and eaten by the farmer's family during festivals,

thus sawving the farder the cost of buylnys this iften.

40 percent of Cu-operatoras live in eorrugated irun-shect
rvofod, cament houses while 95 percent of non-co-cperators livo
on this type of houses, This also depicts a high stundard of

living of the co-operators.

In fertig of number of children trained in privary and secondary
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fornal education, Cc-operators have the highest nuuboer of each
eabgory of ‘ trajined c_l_;;i.ld;-gn.:. - Althcurh,. the.tralning of childrea
nay rest in the-handas  of not anl& tile parents, but vn external
guprorters, these supports are mly cupplenentary o the

Initial tgke off by the echildrens parents. The parents wdertokoes
the training of children in prinary education whers his talonts
nay ihitially be identified for external support to be aquired

whero necessary,

In swke LGa, the situation is similex to that in dwzu LGA,
hut the nusber of children trained in prioary schoul Ly nuneco=
operatcrs cut-nurmber those of Co-operators hy 15+2 percent. /nd
in torns of houses lived in therc is no ainifiemt difference

Letween the two eatemories of respondenta.

In Abakiliki, both Co-cuorators and non-so~oDerators
possess relatively the sane ratic of gozts, and have sabe
proportion of children trained in primary education, But the number
of oxildren trained in Sceondary sduoation by 00m6perators axcead
thoge of non-go-oparators by 8.5 percent. 10 percent of respendent
co~operators live in corrygated iruvn-—sheot couent-block houses as
conpared with 3.2 percent ¢of non-co-operators with this assots,

In anambra LG4, the nuber of goatas owned Ly respondent non-
ce—operators excesd those of co-operators by 13.4 percent, The
nwiber of children trained in prinory education by ten respomdent
co=operators ig 55 whereas thoge of sixtesn non-co-operatorg iu
36, 'The awher of c¢hildren trainced in secondary education Ly
regpondent co-operators ig 10 as peaingt 8 by respondent non-co-
operators. Eighteen of the Co-operators live in corrugated

iron-sheot-rocfed cenent houscs, as azainat seven by non-co-—
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oparators. Two cut of the Gu~oleraters live in gtorey huildings.

In Onitshe - Ogbanu LGa, thore is no sismificant difforoncc
betweon asscts of the twou ¢itepcries of respondents, in terns
of nuwiber of childrea trained in prinary and secondary edueation,
and their possession of goats, But the nuwber of Co-operators
whe live in corrusated iron-sheet roofed building is more than
tlie non~co~operators by 15+4 percent.

Ty conelusion, therefore, co=cperstors and non-co-operatore
enjoyuents of high living standard . would vary fronm the view
point cne locks at it, It is however, evident that in terns of
agsets, such as livestock, non-co-operators enjoy higher livirg
standord, and in terng of housing, the co-operators enjoy high
living stondard, Living in hefter house ensures the furners of
greater gafety in tives of rain storns. PFurthericre, the
corrugated ircn-gheet rvofing soves tle cost of replacenant of

roofing thateh,

Ugingey the nunher of children #saingd in formal education as &
nezsure of standard of living, has its weaknesses. One iz that
training of a ¢hild is not sufficient to ensure high living
standaxd, the trained person requires to be euployed, and sven
whan enjployed, he should be cne prepuared o tive agsistmmce %o
those whoe have trained thei.

In the linited time of this gtudy, snd in the prevailing
gituation of high wnemploynant rate of gehool leavers in tle
coumntry, it ie net easy to neasure the effeet of credit on
living standard of the farnarg fron this paraneter. lNeverthe—
less, the number of childron siven formul educational fTroining
reflects the cogropoliteness of the farmer to inprove his position

in the eceiety, ne well ns that or hizg fandly.
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CILPTER #OUR

OB2NVLTIONS, SUGGESTIVE IMPROVEMEHTS FOR ACTA LIMITED,
AND CONCLUSION

4.1 SUFMLRY OF FINDLNGS

ACFAls najor gourcos of eredli cro CCBN and NACB,
The slin nenbership of affiliatod prinary socletics, anl
tho rolatively low shawe — capital ~ro not sufficient +)
radse the financial backbone of ACFA Yo o lovel of sol’-
auffinicnaoy asigeen micng tho co—operative socictics In
Japane In addition the low affiliation rate ngkos for
low progpects for LCPFL future Msintangloment fror. tho

Lprieon string of other financial inatitutions,

Advdnistration of LOFY Credit

In tihe adnindigtration of ACFA ercdit its msupervisiin,
nonitoring and inpluntation is Iloft puroly in the hands
of Divisionnl Co—operative Office. ACPA hag no ficld sunff
of hor own, The addition 4ACF4 has no sub~offices in tho
I1Gia. The roason for this is not unrelated to tho consiralrtis

of inandegquate finds foeing the fgeney.

The problen that onanafes from thin relianee on ICOC
is that farers see ICO and the LG.4 eredit na govermor tal

adnindstrative institution (or body) and funds respectivalyr.

Tho scoond probloen resulting fron lack of sub=officos
in tho IGA is that farmers require to travel long distant
to coarry out any trangnetion with L0FL. This could be

a faetor discoursging participation of o sccdeties to ACRL,
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Chennel of Credit Distribution

Tho channel of JACFA credit distribution is skowed towards
the food producer co-cperatives. Over 90 porcent of JLCFA credit
has been channelled throuzh thare societies, Bven in hor lesc

than 4 percent agro~based industrial investnent enphasis is o
investnent on Riece nmillings plmts. This azain is tied to  the

perfornance Foud Production sector.

The inplications of theose investnents on food produwetion
of food prowing business is a risky venture crop failures and
inelastic denand feature of food crops could lead te low returns

and poor response to loan repaynent,

Channel cf Credit Utilization

The three channel of eredit utilization comnon to the
five LGAs wderstudy are provision cof faru inputs
(particularly seed yams), payuent of labour and transportation.
The najor limdtation in reducing cost uf sced-yaus by creditors

is the tining of the loan.

A1)l benefactors of LCFA 8redit are of thoe opinion that
ACF. eredit is not disburgsed until about Afiril, Sinilar
experience is gained by nm-co-operators in the five LGAs
who benefit fron the Ananbra Supervised Credit Scheme through

the Ministry of Agriculturec,

Planting pericd in all parts of the 3tate ideally
last fron January to February and even nuch earlier in the
flood plains or water—side area of Ogbaru, nnd Ananbra LGA,

April on the other hand is the beginning of hmgoer period
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| (UNWU) , when all prices of fuod products are high., Henee such
|

‘late disburserwnt of crodit nakes farners to spend rore than they

would nocessarily have spent if credit wore disbursed earlioer,

In addition the schedule period for food producticn credit
of one year has boon congiderod tou short by all farnars.

Since uost societiss thet receive oredit etand litile chmmeo of

obtaining crodit the follcwing sossion hecause of the high demanl
on iCPF4 limited rescurse, ropaynent of crodit ot the end of wne
yoar leaves the farier, who have virtually no savin® becausc of
high expanditurgs on input, with nothing to reinvest the following

year,

The high cozst of inputs, labour and transporation in these
LGAs is a najor congtraint facing farmera., Virtually the entire
oredit is enployed in production, 60 percent vf the creditod wewbers have
raceived less than U300 and less than 10 percent received over
500 of ACFA oredit., Neither amounts could be congidered to he
sufficient to wmdertoke yai, cassava vr rice vroduwetion o twe

acros of land.

Effect of Credit on Standard of Living

The affect of eredit un atandard of living of the farmers

vary fron one LGA to another snd vary froo one paraneter of
meagurenent tc another. For sone paranetcrs the effect of
eredit is clear whereas for cothors it is yet to be dotortined,
Effect of credit un living standard neasurpd frem the viow
point of farmera output and inoone is cbvious anong sones

societies, The higher 4bo crodita as in the case of ¢o—operators



that obtained second and third credit discusged in previcus
chapters. The sccieties that have cbtained lomms have not

only inproved the chances of their merbers far high productivity
but provided swvoewrity in furn of other assets for the benofit

of their nenbers.

The posgible Tenson for the faoots that these seffects are
not wiforrly distriduted could include the discontinuddy: in
in=flow of eredit to the farucrs, the relatively low spatial
oredit digbursed, late disbursenent of eredif, and mmeven
digtridbution of crodit in the LGAs ., fn additiom explanations
could Yo the absence of othor fornmg of co—-operative assigtanco
(with less enphasis on only eredit) as in the case »f WESFARMERS
and Japan nultipuwrpose co—-operatives where n sociefty wdertakes
_both the rrovision of ercdit as well as insurance, Bupply fara inputs,
coungolling oduention and organisation to ensure ¢ther nocds
or the firner are net. Iron the view point of nubaer of children
trained by foroers offoect o crodit ocannot be sscertainod within
the linited tino or stuly.

4.2 Sug.vstions Fer Iaprovenent Farmers Credit Repaymond

|

(1) The non-ropaynent of loams of gone of the sucietics
cannot be axplained by crop failures but aro rosult
of noneooiudtnant of nasbers to their sccieties

md Adisloyalty to the Apex co-operative to which they
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nffilinte., This is similar to Osuntoguns cobscrvations amcng
Wostern Rogion Co-cperatives that their major limitation to
building strong enpital buse is disloyalty of macbers to the

societies,

The Agency therefore should utilize all possible rescurces
to impress the principle of co=operatives which are loyalby to
the soeicty and fighting common intercst, on the famcrs.

Such avenues sheuld include publieation, edueational prograng,

ncetings and so on,

Another possiblc menns of offeeting prompt repayment is £
integratce the participation of the traditional rulers and the

Iew of the land (ofo ndi iche) in administration of erodit.

fn individual Iboman hns nore pogpost for the ofo, than any
formal legnl binding or authority, A4s long ns the DCO arec
regorded as government functionories some nasbers would rogarl
credit as their shore of Govermment Iargnsse. And teke

repaynent less sceriously,

Integration cf the tranditional tulers and ofc in the cone:nt
ngrechient of credit could facilitnte repayment of loans - and

save ACF/. more funds,

Need [for Decentratization of ACF. Administrative Funetio: g,

One ¢f the major problems credited co-operation encovntzy :d
in the area of credit implementation was late disburscnient of
ACFL credit, .nothor problen was that of having to go to
Bnugu at the /CFL'S Office for every transaction with ACF..

These problems ceculd deter pronpt repayment of ACFL credit,



Table 44,1 Rescarchers Proposced

95

C%;tributitn Pottern of Sube-

officcs by LGAS

oncd Maximum Travellina Distance

from cach LGA to the Subeoffice

N. of Socicty

Sub=0Office]| LGAS To be Attended Maximym Distance
(Locationy] =~~~ _—
(1) (2) 1. _of (2) from (1) 2t Dec,1975
Abakiliki Abokiliki, 25 km (racdius) 580
(Abakiliki)
urban Ikwo 42 km
Ezza 40 km 3124
494
Ishelu (4) 55 km 4198
Onitsha Onitsha Ogbaru 30 km (radius) 4594
(Onitsha) L .
Town Ihizl 25 km 1385
e Nnoewi 40 km
Idemild (4 40 km
) 5979
AWk o Awk - 25 km (rudius) 3033
(Amaubiz) Njikoka 25 knm
town hcuata 50 km 1 1513 i
Anzmlbra I 56 kn !
Total Oji=Fiver (5) 55 km 4546
Enugu Enugu 15 km (rodius) 1813
(Enugu LGA) Udi 40 knm 579
Nkanu 40 km 707
AWgu 50 km 1500
Ez&gu (5) 55 km 574
E - i
| o c 35
Nsukka Nsukka i 25 km (Rudius) 4
S S 248
(Nsukka) Igbotze { 0K
e | | 25 i
Twis :'d:}:"-‘:tlti l - . R 1
Uzouwand  (4) I €5 km 228
l 55 km g 937

{ Zsi uzo
ol

scurcess Fizld work (1986)
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Hence for future inprovement of the ACFL eredit distribut .on
ard implementation, the researcher has proposed a reorgamis.t.cn
of the orgnnisational structurc of LCFA basad on the Christlt r's

Concept of Contral Place (Christalter, 1933).

Inview of the enense rural spatial entity that ACFA desire
to serve, efficient distribtion and inplementation of her
credit requires the settling up of ot least five sub-offices
located in five LGAS in the Stnte, Bnch sub-office would
have n sub-offieccr oand eaters for not more than five LGLS
including her LGA of loeation, To facilitnte the contacta
between the sub-officers, the co-opcration and sub~officers,
ench IGA is loeated not more than 65 kiloanenters froo o
sub-cffice, Bach sub-office is responsdble te five DCOS in
five 16iS, These¢ arrangonent would therefore provide a Four -
fiep hicrarchy of contres for the administration, monitoring,
evaluntion ond inplementnation of LCFL eredit. The Head -
office of /CFL is the first ordor centre, the sub-offices ar
the seccend order contre, the DCOS are the third order cor tre
while the Qo-oper:tive Socicties in tho villages are the Torth -

order centres.,

The proposed functions of the centres nre ns follows: -

The Heud-Office

The function of the Hend Office would include:-

(2) Organisation of Credit
Seupons of credit should be diversified ~nd less emph 3is

Placed on only NACB and CCHN ns sources of credit, Otilhex

extérnadenidsiauch ns from Co-operative Orgnnisations in



HEAD OFFICE

I
|SSUL-IFFICES

23 LGA§ ——— —-

VILLAGE CO-0PE 'ATIVES

§ .
FIG.4 PROPOSED HEIRARCHICAL CREODIT IMPLEMENTATION Si YUCTURE
FOR ACFA LOAN i

Sourcc."F:.ﬁd work (1965)

96(1)
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the developed countrics ~nd in c¢ther stotes could be socupght,

Such credit could be interus of fam inputs, inplenonts, rad

exportise for the repiirs and naintonance of iuplanents

(eep. trnctors nnd ploughs), She should be responsible for tho
deeision or minimun shore enpitnl ¢neh society affilinted to

?. rust possess, 28 well ns the interest rate on credit issuved,

(b) Orimnisation of Markcting of Products

[LFL should make arrangonents for the narketing of
Co=operntors products through Bister Co-operative Socicti s
in other states. This would eliminatc the crosion of
famers profit by the middlemen, especially in areas f
tranasport constraints such ne Ogbaru, inna and Izzi, HNzan.
where famers are forced to sell -ur their products at low
Priseos due teo their inability to nmeet high transpertition

cost,

Ormnisaticn of

The Hend Office should orpnise saniners and anngal : neetingo
te enlighten the frmers on the fincnecial® position of .CFL,
her problens nnd her nchicvenents, It would be a mediun

of educating the frrmers on the benofits of Co-operstion

and inpressing on the debtor co-operators to pay up their

dcbts,
Approvnl of Credits

This has been o responsibility of thoe elected Cowmittee ly

[CFf, and should renin ns such.
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The Sub-0ffice's FMunction:

Table 441 indicate the proposed locations of sub-office :wd

their loenl govermnent arens of jurisdiction, The sub-offcors

would be responsible for the following:-

{i)

(ii)

(iii)

(iv)

(v)

Co—ordinntion of the activitéves of the DCOS with the

Hend Office,

Distribtion of circulars to the farmers througl

the DCO=,

The collection of credit repayments from the firuers
and ferward snne to Hend O0ffice, This would o0 ve
the famers the problem of going to ACFL head offic:

to ncke their lean. pepaynents,

The pronpt disbursonont of erodit cheques through

the DCOS, to avoid delays in eredit disbursonent,

Passing any informations to the head office as
regards the performanece of the societies os

docunented by the DCOg, and their field staff,

The DCO~ Function

Renning as it hes hoon which inelude:-

(1)

(ii)

(iid)

nonitoring the netivitices nnd performance of the

prinary Co-cporative Societies,
the keepings of societics accounts, advising ~nd

Gounselling o# Soecictics,

recomnend~tion of societies for ecredit subjcect ¢

the approval or the Registrar,
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(iv) survelMamce ard identificntion of untapped rural msdurces
whic

L socigti:ﬁ cculd invest their credit into nand reiuce
the concentration of investuent on food erop
ﬁroduction, to° enhnnece speecinlisation of produztio .,
L gond ense study of the identification of rural
potentinl is that of the production of roofing nas
and ceiling boards by lepers on treatment at th:
Uzurkoli Leper Colongy, utilising the fibres wa thed
out from peunded palm fruits, a waste product f-a
the processing of palm o0il, The heaps of rice
husks burnt away at the rice nills at Awgu and

,-.bakkﬂti could be utilised for such wenturcs,

(v) constant check on rephyment of credit., The DCO'S
should constantly remind the farmers of the need to

repny their creits pronptly,

The Co-operative Societics

These naithe actunl eredit inplenentatérs should educ te
their nonbers on the impertance of eredit repayment and the
consequences of late ropnynent of eredit. They should informn
the DCO'S of any problems encountered which could militat:
aminst credit repayment as carly ns possible. They shou-d
forward sugpestions on ways : to improve and strengthen the

apex society.

Suemestion for Increasing ACF/, Finaneinl Strengsth,

[CFL should diversity her areas of investimont, and
increase her investment in othor scctors already identificd

to reduce her investment on foed production, She should
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incrense her investwment on poultry, livestock and fishery,

She should also inceensc her investnunt on agru-allicd husinezs,
diversify the investinent in vther arces to producticn of fom
inplonents,other processing industries such ns flour nilling
(for Yan nnd Maizc), she should diversify investnent on feod
production to ineludc tree croppins, plantition farms (for
rubber, 0il paln, coffec, and cocoa where possidle), She should
invest in transportation, cluentionsl fneilitios such ns
libraries, production of stantionaries, she should invest on
scrvices such as henlth and socinl servico centrices in the

rursl nroas.

ACF/, should undertake constant survey of repayyment rosponse
of co-uperators to credit s¢ thot she gives preference to such
socicties thnt nctunlly have exhibited potentinl for prapt

utilizntion and repaynent or credit, in her credit distrilution,

On this basis the researcher proposcs three cut-off points
for credit distriution, The first cut-off point would
represent eco-operaters who have ropaid over 60 pereent of
their losns prouptly. Second cut-off peint represent sccictics
who have repaid 40 percent of their ercdit pronptly and thind
cat-off point irclude socicties that have repaid less thon 40

percoent of their ercedits proanptly.

Based on this cut-off points tromers in the first
crtogory should bte given 60 percont of the CF. loan
distriluted cnone nall the pecople in this group of according
to nced, The sceond group should have 20 percent 10 percent

for the lnst group, 10 percoent reserved for contigencies,
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This ecredit distribution feroular ean be mathemnticelly
illustrated Yy the fomular,- / below, TFer famers th:t ‘ave
satisfied the condition for 60% loan, zmount of credit issued
would be 4

X . TL
L = Bx o0 Y5

TL - Totnl loan avinlable for
distribution in the
finaneinl year,

B =~ Weighted value of investicnt

(i.es whether sutisfying .. -

logal :abjectivestor not).

L = fmount of credit to be isouc ,

NS =~ lio of socictics qunlified an
for this eclass c¢f loan,
(¥S need not be large in n financisl year to rnake for reasvaal lo

mmount cach forner would be ziven for effective production,
Where NS is large, then, the nmber should be spit and paet
entered for the following yenr). For famers on the other

category, replace 60F by thesc ratio, 207 or 108 o find A

The essence is to encourage specinlisaticn among thoso
areas with high producticn potentinls, Although, it rmight bo
arpuced thnt this could lead to a dunlistic pattern of rural
eccnoniec development, over time this would not happen aince
other arens potentinls would be surveyced and given their

proritics., L arhRY_



Bven where the rurnl famer eon generate the initial
enpital for investnent through saving previous harvest ard
assistance frun friends nnd relatives, until he is self-
sustnined in his preducticn and maintains ~» high standard of

living credit is o necessity tu hin,

Credit is required for production processcs such as
provision of scedlings, enploment <f labour, nmarketing ond

transportation of products, processing of product ote,

48 hns been shown in previous chnpters, credit assiste
ponsant famers, both these in the developed economies and
in the 2088 dcveloped ceconamies and in inambra State in

particular, in improvement or their living standard,

However ns rightly obsorved by Purness (1975) it is not
sufficient to have eredit, the knowledge of how to spend it
nnd how nmuch to he Gpent for wvaricus business in order to be
able to repay it is equnlly inportant. .lthough ACF/ is
constrnined Y low financinl basc of hor own, whon we ca:parc
her with the other sceictios such gs WISF/RIZRS or Conmbine
Harvester Co-operatives, she his not att:lscd her Wigh
potentinl for eredit distributicn, She can nchieve more
success in this unique rele, if she diversity her channel of

credit distribution into high profit yeilding venturcs.

Monitoring and supervicaion of ecredit is 2 neccssa

step to cnsure contine pgrowth in credit business, If this
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function is left solcly in the lands of government funeti nar cs,
thore is, 08 been ohserved hy de Wilde et nl thut credit
reeceipionts will lock upen credit as sinply ~nother fom f
governnent largesse that need not be refunded, There in necd

to initinte loeal participation nd traditional law and order

tc enforce crcdit ropayment.

Inspite of the linitations of scree finoneinl resources
of LCF., she has played a simifie nt role in Rurnl Developient
in jnanbre State sinee it inception in 1976, With a stroager
bergaining power for credit than the individual pensant
farmers she has "pulled out" credit fraa the finanecinl
institutions whose lending condition nnd regulations have
been less favourable tc the famers and his subsequently

made this nwmilable to the famers.

This study therefore enlls for further research to thoe
discovery of the potentinls in the rural societics. There is
su nuch emphrsis on credit nnd the lockings outward for erid:t

thnt the existing rurnl rosources are negleeted,

In the present econcmic situntion of our country there is
need for retreiving our steps nnd identify such rural potentiils
which could be developed for the sustainance of the rural arl
naticnal econony. The heavy reliance on extenal 2ids, such
ng World Banks nand so on haive their unhenlthy implieations,

The over-relinnce on NACB and CLBN means that LCPL would ¢
pupertunlly tied to the apron-string of her funding
institution and she would not be abie to uild her own -

resources, [ACFA should eduerte the famers to identify
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their potentinls and where nocessnry as for nids froon iCFl.

Finnlly, ACF. hns exhibited high potentinls for eredit
distritution to the rural nasscss, To ngsist [CP/ nttiin
this inportant role, requires the cowopurative efforts of
all asundry; the stntes, the LGS and the pecple in the

rural arens.
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Table 4.2; Swmmary of Loan Polunce us at 51st Oct. 19689

By ACFA - Co-oper tors in Anambra State LGAS.

———

Balance Issued Balance
1/10/85 1/10 - 31/10/85 31/10/85

Abakiliki 282,569 .41 - 224,792, 1
Aguata 302,183,268 35,000,00 332,775. 53
Mnambra 402,189,17 - 427,911, 36
Mgu 185,889,20 - 184,737.'4
Awka 183,789.85 8,000,00 191,789.45
Enugu 449 ,800.97 - 449,€00,7
Ezeagu 45,637.97 - 43,782, 57
Ezza 120,017.14 6,000,00 125,797 .6¢
I{}.(.'mili 12 '700.0() - 12,?00.0’“
Igbo-Ettiti 52,528,65 - 52,5284(5
Tgbo-Eze 15,424.18 18, 000,00 33,424, 3
Ihiala 19,248024 - 19:158!( ?
Ikwo 588,251¢1? - 588’ 139-?5
Ishielu 111,886.39 = 111,386.¢9
Isi-Uzo 77,548.01 - 77,549 ¢ 1
Njikoka 45,045,06 - 44,517."3
nl:mu 91_!354¢08 R - 91'225|i é—_
Nnewi 62,634.,60 - 57,634.(0__
Nsukka 50,328, 36 5,000,00 54,804.61
0ji-Rue 71,123.54 - 70,328,153 _
Onitsha 544,547 +25 - 515,747.?’?

__Total 4,040, 369.03 712,000,00 3:973,883.57

Sources: Fieldwork (1986)
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APPEIDIX A

(r1.-se emploto the following infomation)

Noe of Respondent: MrMrs/Bzo/Chicf

—— e e . - -

Pown/Villoge of Residencos

———

Ioool Gocormunt ireas

Priz:xy Occupation:

Faning U Troding D
Contractor D irtisan D

Civil Servant /_/ Ly other D

3tato your total size of famhelding in nores

- -— e -

Do you considor ercdit (or finwmee) an inportant nccossity

in your production:

Yoa D No D

If o 'mawor to mmber 6 is yos state your sources of
ercdit for your production in the past two yonrs in the

thle bolow:

o - .
‘ L imoune | amoUNT B
2CES 1984 1985

|- s s v m e e e e — - =

......-1

R — . -

Group Contribution or ESUSU

T

Mricnds & Relation

el R I e -

Oaxiorainl Bonk & Nano i

Doty iz
ndabey, of fexics o
Pledping of treoes and land 1

1)
o
i
i
b |
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10.

1.

Ald

Whicli of the follouing problens do you encounter fron any

of tlw sourecs of eredit nbove?

i P
oo ls

SO—

Short Torn Poriod

MHigh Intoercast

bee ¢ = an R . = - - == e - —— R
Loe .l foney lender
L--. -------

Curiiroinl Bank

o -

Y igsY

- eSss.ae

.-1'.

Hirigtyy of lgric.

| St ——

Shayo eropping

—————— -

Are you n nonber of o cooperative society?

Yes U

Yo [7

If your answor to No., 9 is yos, what ig the nxwo of your co-

oporativo socioty?

L L S ——

Identify any of the reason in their order of priority why you

Join:ad the nenbership of co—operative novenent:

R R I e —— . - o
Roasons 5 r 4 F 1
¢ioin eredit

[ H ] . 3

o conyolidate famholding ! ! ! i ! :

:I-..Otasoo-m—l“-- _? .h : + ; ----oas

For 1 oavzoting and Distribution of : b ' E '

Proivot ! : : ’ )

- - k - : i : i
V 9 i

To ;odn ccoess to "easontial
corocities" (eege rice & cenent)

- .. . . -

To grdn cccess to fam inputs
(cer;e Fortilizor)

]

- -

e
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13.

1"?.

15

Adid

Miolh uL the following esctivitics iz the main function of
your usoclcty?
(i) TFood production (i1) Marketing of producis

(ii1) Transportation &
Digtribution of goods (iv) Mshing

(v) Proceasing fo.z. Rice
Milling) (vi) Poultry or Livestoc!

(vii) Multipurposo combining two or
nore of these functions.

Is your aociety officiated to ,lfs ldnited?
vs [T w [T

If y:a, stato the date your society joined the menbership
of .08 linited:

Detos

Stote Uho mounts of any oredits you have obtained fron Al
sl:ov our affilistion with her:

1 -------- — S - - B0

Repaynent
Tonye Inount Purpose Mode & Inte

- - s - - —— et —

- |.-.-...

"
I

'
i

.
.
]
N
L]
|

Ll DT e

SRR R L

-

'
]
E T AT A — . o
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17

18,

div

If eredit is uscd for food erop production supply the following

inforx tions:

e U i N
' Volue of Total
| Provious Size of Typo of Yield Moneyr !
{ Savings Forn i Crops 100Kz Value :
! Yoar | Eaployed [ | |
T TN S— ‘L e 2
. [} L ’ .
© 1983 | : - :
foeesasaa .: ol & - ‘....:.
| 1984 | f
= j

State howv nush of tho eredit is utilized for the following
activitios:
— - - - . - 1 ‘
“Murohaso of seed yo, cassavn lnount Lnount
R 7
Payment of labour
Purchaso of land
Trongportotion of products
Frar £20m to narket or hone or
processings nill
B S — = p—
PProcoaning (0.z. Rice Milling) 8
e ! : -
 Tools (op. hoes, mabehots, tractor E : !
\ sorwice otm. [ : :
St o -

If crodit is used for othor anctivitios supply the following

im'umation:

Jrc --------

Provious Saving Year; Total Inoone :
1983
1984

S

1985
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Tick oy of theso property thut is your possession and dato

of nceuisition/purchase:

' Eobility (e.s. bieyeles,
s ¢ vy, 1l whoel brrrow)

Reas-blo Buildings

'

Provorty or wssets : Type of Nome Yoar of

or Hucber Possession
O o - -
3n1l senle Industry
0,7. block nnking) ' 'L
R —— - - - e

.
-—4—-.-..-.-.-1-..-.. - ——— e -

r-a...—o.-—

Suwomarket or Shopas

- e m e ——— --—— - wafp s e - e
Telovigion or Radio
Sheop, (oats N
L--on - - - —
IEoononio troe L
Ig your regidontial building: of theso types?
- _;-' - - -—
1 YHth thatehed Iron-Sheet
Roofing Roofing
Mud Ibuse
Cement Block~House
e e ' _
in uputeir with : ;
b rid houaso - .
S ik s - , :
iar upotadr with : E {
iccnunt block ; L ‘
Stito your least formal educational level attonded:
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22. 83toto your mmber of childpen or relatives you hove
train:d or is training in:

(1)  Primary School [ 7
(ii)  Scconlary &3hool E

(iii) Hyher Studics 7

23, If wour nswor to quewtion 9 is WO, tick any of these
renapns for your onswer

(1)  failuro oxperiencod by other nombers of
Co=oporative Socioty (,“ /
(:L.l) degire to bo independent [:_‘7

{iii) unsworeness of the axisting benefits of Co-
' operative movenont [/

24 Idor@ify any of theme facthore liniting your acceas to
Cormerceinl Bankst Credit in their order of priority:

Ronson 5 4 3 2 1

e i iy h———

Laok of ecollatopgl

[ T S R _._:._

low soving and income |
t

— a

i
-t o

L.l of awarencsg of
v exbating faoilditics

P L
— W g m —a—

Your dnability to
ropay previous loan

adas o - ra—

fn e A —— - - -
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