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ABSTRACT

For a' long time now there has been a growing need to
bring banking closer to the grassroots thereby inculcating a
sound banking habit within the grassroots population of the
country because of its numerous advantages. In this Ilight,
concerted efforts Ilike the rural banking scheme and the
peopl es bank were evolved. The failure of the rural banking
schene to actually inculcate banking, habits anmong the rura
popul ace of the country led to the introduction cf the peoples
Bank the inadequacies of which led to the introduction of a
comunity based banking scheme known as the Community
Banks. ((B). About four years now after its creation it is only
pertinent at this juncture to ask to what extent have the CBs
achieved the |audable objective of developing good banking
habits within the rural population of the country.

To find out what extent the CBs have succeeded in this
regards, a case study of Gaong community Bank Fadan Kagona was
undertaken. Two structured questionnaire were idmnistered,
one to the banks nmanagenent and the other to nmenbers of the
Gwong Conmmuni ty.

The findings revealed that the introduction of CBs has
i ndeed brought banking activities closer to the grassroots
t hereby all owi ng them have cl ose access to banking acilities
that were hitherto not available to them In addition, the
CBs have generated a lot o interest and awareness on banking
activities thus steadily developing sound banking habits
within the rural communities of the country.

There is however, a wde gap between the Ilevel of

iterest and awareness generated by the CF activities and
actual patronage by nenbers of the community, There is need
for CB nanagenent to evolve policies that will bridge such a

gap.
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CHAPTER ONE

1.0 RODUCTION .
BACKGROUND OF THE STUDY

In every country, there will exist several sets of
financial institutions and agents whose interactions one
with another and with the rest of the economy will have
repercussions not only on the growth and development of the

economy but on the mechanism itself.

The Nigerian financial system has indeed undergone some
remarkable changes in recent times. Specifically, the
structural adjustment programme (SAP) has brought about some
dynamic reforms of the system. Following the policy of
deregulation, the system has become more market-oriented and
the banking sector in particular has witnessed a remarkable
growth between 1986 and 1991. This is buttressed by the fact
that out of the 66 commercial banks in operation in Nigeria
at the end of 1992, 32 or 49 percent of them were
established between 1986 and 1991. The number of bank
branches rose from 1,394 in 1986 to 2,171 in 1991. It is

noteworthy that community banking started within the same

period.

The promulgation of the central bank of Nigeria Decree
No.24 and Banks and other Financial institutions decree
No.25 (BOFID) both of 1991, has given the central bank of
Nigeria more flexibility in regulating and supervising the

banking sector and licensing finance houses which hitherto



operated outside any legal framework. Of course, many of

them came into existence within the period.

For many years, efforts were made to involve the Sub-
Urban and rural people in Nigeria in modern banking
practices. Apart from encouraging the establishment of
commercial banks, merchant banks, spécialised development
banks were created focusing on mortgages, agriculture
savings, co-operatives and other specific areas. Beyond
this, rural branches were mandatory for the commercial banks
so that the interest of the rural people could be catered
for. Inspite of these efforts, the rural and sub-urban
pecple could not f£it into the conventional banking system as
they are required to fill several forms, obey certain rules
and are generally made to feel lost as their request for
credit facilities are never met. This trend is more
disturbing when it is realised that about 75 percent of the
country’s resource endowment abounds in the rural areas. And
it is estimated that about 50 percent of total money supply
are worn around the waist, or tucked away in pillow cases,
tins and calabashes etc. rather than held in bank deposits.

This problem persisted over the years and has led
government and some of it’s agencies to seek acceptable
solutions to the problem. The Central bank injunctions that
specific number of rural branches of commercial banks be
opened was the first major step. Many of such rural branches
were opened across the country but they have not been able

to make banking attractive to the people for whom they were



created. Banking operations have continued to ke complex,
sophisticated and often times cumbersome to the extent that
the low-level education and outright illiteracy of the rural
people have made participation difficult. As the then
Nigeria’s leader General Ibrahim Babangida puts it in his
speech at the commissioning of the first community Bank in
Nigeria:
"The shift of emphasis to grassroots development is a
matter of necessity at the present stage of our
development . Part of our experience in
rural development has clearly shown that efforts at
expanding the economic base of the rural area almost

always flounder because of scarcity of and restrictive
access to loanable funds *3

The rural people have always had viable and functional
local credit mobilisation systems which though informal
serve their purpose. In various parts of Nigeria, the system
is called ‘AJO’, ’ISUSU’, ’BAM’, and ‘ADASHI’. The main
characteristics of these local systems are voluntary
contributions from members on daily or monthly basis. Such
monies collected are given out as loans to needy members
according to the rules. Nominal interest may or may not be
charged on the loans, where any member defaults, appropriate
and mutually accepted sanctions are imposed. But this system
in itself 1is not enough since it does not entails
channelling of such money into the formal banking sector of

the economy for proper accountability and management.

Economic and social developments at the grassroots
level has been stalled most times by the lack of proper

economic structures. The peoples bank was introduced in 1989



which has it‘s clientele the masses’ in rural and urbkan
areas. It was realised later that a lartje segment of the
population required a higher level of credit than the
pecple’s bank can accommedate and yet too small a credit
level to elicit the interest of the conventional banks.
(It’s initial maximum credit was H2,000.00 and later
increased to N5,000.00). This was the rationale for the
Central Banks continuous search for & solution to monetize
the rural economy through the planned establishment of rural
co-operative banks which did not take off properly because
of low capital base and poor management. Since then the
directorate of Food; Roads and Rural Infrastructure (DFFRI)
by virtue of it’s grassroots oriented programme came up with
the idea of grassroots Unit banks which would aid the
programmes of rural develcpment, self-reliance and better
economic well being for the majority of the people in Sub-
Urban and fural areas. The idea gave birth to what is now
known as Community Banking.4

The Community banking system was launched with the
opening of Alheri Community Bank, Tudun Wada Kaduna by
General Ibrahim Badamosi Babangida, then Nigeria's President
on 31 December, 1990. All communities that have the capacity
to establish their own bank are éncoufaged to do so. Since
then, the scheme has experienced a phenomenal growth.
Ccommunities all over the country have been opening their own
branches. As at the end of 1393 there were about §79

5
licensed Community Bank branches across the country.



The fundamental concept of a Community Bank is of a
self-sustaining financial institution owned and managed by a
community for the purpose of providing credit, deposits,
banking and other financial services to it’s members largely
on the basis of their self recognition and credit
worthiness.6 Community banking represents an institutional
attempt at modernising the system of credit provision to
people at the grassroots. It is a way of formalising
traditional and informal systems of credit provision in the
country. It is based on the well known and honoured practice
of community self help and self reliance. Professor D.TI.
Saror, Vice Chancellor of Ahmadu Bello University observed
that Community Banks were introduced in Nigeria to serve as
a veritable instrument of rural development. They were
intended to provide financial and banking services to
communities; enhance the developﬁent of productive
activities in both rural and urban areas thereby improve the
economic status of small producers in the economy; promote
an effective financial system and inculcate good banking
habits among Niqerians.7

It is imperative that after about three and half years
of Community Banking in Nigeria to begin to ask the role
they have been playing in the develcpment of banking habits
among the rural and sub-urban population. This research work
is an attempt to answer such a question. It intends to study
the Gwong Community Bank, Fadan Kagoma. Established in

November 1991 by the Kagoma (Gwong) Community of Jema’a



Local Government Area in Kaduna State. The Kagoma Community
is made up of several villages with the main village Fadan
Kagoma a sub-urban settlement 22km from Kafanchan the Local
Government headquarters. Members of the community are
predominantly farmers with a few others engaged in small
scale business activities 1like milling, carpentry, trading
etc.

STATEM OF THE PROBLEM

Essentially, the purpose of establishing Community
Banks is for them to be able to provide credit, banking and
other financial services to it’s menbers largely on the
basis of their self recognition and credit worthiness with
less emphasis on collaterals. General Ibrahim Babangida, the
then Nigeria’s leader in his 1990 budget speech said of
Community Banks, that "each community Bank by serving its
particular area, will also be contributing to the overall
development of the banking system and for the economy as a
whole". It can then be seen that a lot of hope has therefore
been placed on the community banks to serve as a veritable
tool for inculcating banking habits among the rural and sub-
urban population of the country.

This study is intended at finding out how the people
have imbibe banking habits through the activities of
Community banks within their community, or is it alsc one of
those grandiose schemes by government and laudably welcomed
by the people only to be jettisocned when they face their
first teething problems or when it is later realised that it

is not producing the desired results.



OBJECTIVE OF THE STUDY

The introduction of the community banking system to a
great extent has enjoyed spectacular welpome from wvarious
communities in the country since it’s inception in Decembher
1990 with about 879 branches as at December 1993. This
research work is intended to establish in c¢lear terms the
role these community banks have been playing in order to
improve the banking habits of both rural and sub-urban
population of the country. Thus the objective is to identify
the achievements, preblems and proespects of community banks
in the development of banking'habits using the Gwong
Community Bank, Fadan Kagoma as a case study.
SIGNIFICANCE OF THE STUDY

The result of this study should in the end be able to
shade more light to members of the society as to the role of

Community Banks in relation to their activities as grassroot

bank.

The study will highlight the achievements, problems and
prospects of Community Bank which will be of interest to the
communities who already have their own Community Banks in
terms of the way their services are being received and on
ways of improving these services if the need be. And for
Communities yet to establish their own banks, the research
findings will show them if there will be any need for them

to establish one.



The findings of the study should also be of interest to
various government agencies 1like the Community Banks
governing body, the National Beoard for Community Banks
(NBCB), the Directorate of Food; Roads and Rural
Infrastructure (DFRRI), the Nations economic planners in
that it will show to what extent the community banks are
achieving their role as vanguard for mobilising economic
activity within the rural and sub-urban population of the

country through the inculcation of banking habits on them.

DELIMITATION AND LIMITATIONS

This research work 1is a case study of the Gwong
Community Bank which is only one out of the 879 operating in
the country as at December 1993. This may appear
insignificant particularly as it affects generalisation of
findings. The researcher would have love to include more
community banks in the study but due to time and financial
constraint this is not possible. However, this not-
withstanding, the Gwong Community Bank being one of the
pioneering community banks in the country (it was
established in 1990 November) its three years of existence
should be able to have encugh impact on the community so as
to be able to bring out to a large extent the role community

banks are playing in the development of banking habits.

Furthermore, agreed that generalisation of findings may
not be possible but the findings could serve as a lead and

an inducement to further research work in this area.



1.6

RES CH M ODOLOGY

1.6.1DATA COLLECTION

In conducting this study, both primary and secondary
data will be regquired. To source the secondary data, the
banks books, annual general meeting reports will be perused

to gain an insight into the real activities of the bank.

For the primary data, two structure guestionnaire will
be served, one to the Bank Management and the other to
members of the Gwong Community. The questionnaire to be
served within the community will be produced in both Hausa
and English to cater for those respondents who cannot really
understand either of the two languages well. For respondents
who cannot understand both languages properly, interpreters
will be used. They will not only interpret but £ill the
gquestionnaires for them when the need arises. The problem of
interpreter bias has been greatly reduced by the nature of

the questions.

1.6.28AMPLING

The Gwong Community is made up of several villages and
hamlets. Due to financial and time constraint, it will not
be possible for the researcher to visit each of them and
serve them with the guestionnaire, rather, the villages
will be sampled out randomly taking into consideration the
two districts that made up the entire community. In all ten
of such villages and hamlets will be served with the

guestionnaire. Five from each district.
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CHAFPTER TWO

2.0 LITERATURE REVIEW

"Since rural development is a scheme of broad and
umbrella nature, it cannot be permanently sustained if
its actual beneficiaries are not positively involved in
its conception, design, financing and implementation
within the limit of their own belief system, ability to
comprehend its motive, gains and ultimate purpese ",
Mohammed Jekada (1991)

INTRODUCTION

The significance of banks to the economic development
of any society can never be over emphasised. Thus the
availability of banks in all nooks and corners of a country
is of great importance. The presence of these banks however,
is something, and the use of the banks is another. These
banks ¢an only he properly made gse qf if the pecople have

cultivated a banking habit.

In this chapter, we shall review the activities of the
various types of banks available in ﬁhe country from
inception to see what impact or role they have or are
playing towards the development of banking habits in Nigeria
and also the problems and prospects that they may have or
are encountering.

COMMERCIAI, BANKS

A parallel in the saying that "the ship follows the
flag" can be found in the origin of intituticnalised banking
in Nigeria. Banking in the form it is known today in Nigeria
followed the trade and commerce of early European trading
firms. Little wonder then that the early banking

institutions were of commercial nature and initially

11



attended to British and Arab trading and commercial
interests and later, that of the c¢olonial government in
distributing sterling coins in addition. The precursor of
western-style banking in Nigeria was the African banking
Corporation established in 1892 a Lagos outpost of a South
African based firm and by 1893, a fast growing shipping and
trading firm based in liverpool. However, it was not until
its transformation in 1894 into the bank for British West
Africa (BBWA) that ité full commercial banking potentials
albeit of a localised nature were realised. First Bank of
Nigeria PLC is the present day remnant of that pioneer

Commercial Bank in Nigeria.

Since then there has been no lodkiﬁg back as to the
numker of commercial banks established by the regional
Governments, (later states), individuals and organisations.
But the watershed of ccmmercial banking in Nigeria was
September 1986 when the government commenced the policy of
derequlation of the econemy. Since then the commercial
banking sector has witnessed rapid growth, especially in
terms of the number of institutions and innovations in the
market. The number of commercial banks rose from 30 in 1986
to 66 at the end. A significant outcome of the rapid growth
in the number of commercial banking institutions is the
expansion in the network of bank branches in Nigeria.
Altogether, there were 2,171 in 1992 from 1,991 in 1986

branches all over the country.
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The long history of commercial banking in Nigeria no
doubt has enabled commercial banks to contribute enormously
to Nigeria‘s economic development especially in the
mobilisation of domestic savings, provision of credits,
inculcation of banking habits and generation of employment
among others. Inspite of these contributions, critics
however believe that commercial banks have not responded
adeguately to the developmental needs of the Nigerian
economy. They klame this on the maladapted banking structure
and orientation inherited from the colonial era. This fact
is manifested by the concentration of banks in the Urban

areas.

As Olashore (1388) rightly observed, the early banks
were established by c¢olonial masters to service the
commercial and administrative interests of the metropolitan
authorities in the colony. Consequently, the promotion of
indigenocus entrepreneurship was very low in their 1list of
priorities. They had their offices in the then few
administrative headquarters. Other than mobilisation of
savings among indigenous population, they cared little or
nothing for their economic development except in so-far-as
this conformes with the policles and objectives of the
colonial masters.1

When the Nigerians finally decided to Dbreak the
stranglehold of these foreign owned banks on the 1ocal.
economy they employed the strategies and technigues of their

foreign competitors. In effect they operated in the same

13



urban areas where business thrived. A large part of the
country remained and indeed still remains without adeguate
banking facilities; and because of the drift to the urban
areas, have alsc become inadequate to meet the demand.
Whereas there are no banking offices in most part of the
rural areas, those in urban areas have become badly
congested. The result is that neither in the rural areas nor
in the urban areas is access to bankinq.services easy or
convenient.
POSTAL SAVING BANK

The history of the postal saving bank system in Nigeria
dates back to 1923 with the enactment of the post office
savings bank Ordinance. At the inception and with its
reorganisation into the Federal Savings Bank in 1974, the
post office savings bank as it was then called, operated
through the facilities or network of post offices in the
country and mocbilised the savings of the users of the postal
services and those of other interested savers especially
small savers. However, despite the enormous changes brought
about by its reorganisation in 1974, coupled with the vast
cpportunities for mobilising saving provided trough the
network of post offices, the bank continued to be dogged by
a record of lack-lustre performgnce. _Although it must be
admitted, the facilities provided by them ironically became
a source of its weakness rather than strength due mainly to
its bad public image, it is right to add that the bank’s low

interest regime and other conservative policies did not put
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2.4

it in a position of strength to compete effectively with
other financial institutions. Nevertheless, the bank’s role
in financing Government programmes through the purchase of
its short and long dated securities apart from encouraging
the habit of thrift among small savers nheglected by other
banks are noteworthy and Jjustified its unique identity in
the country’s financial system prior to becoming a full-
fledged commercial bank FSB International Bank plc in 1990.
co-0 T ]

By their historical orientation, commercial banks in
Nigeria inspite of their enormous financial resources were
not initially well disposed to dealing with small and rural
customers engaged in agriculture and other productive
activities. This resulted in a gap in financing these
neglected but essential economic activities. Thus the
rationale for co-operative banking in Nigeria in the 1950’s
can be explained by the desire to fill the financial gap
which arose from the conservative financing orientation of
the commercial banks at the period. At the inception
therefore, they were expected to cater for the banking
interest of co-operative bodies and their members.

A number of co-operative banks were established all
over the country. But most of them have since assume the
status of commercial banks and change their names e.g. the
Co-operative Bank of Western Nigeria (now Co-operative Bank
Limited), Co-operative bank of Eastern Nigeria (Co-operative
and Commerce Bank of Nigeria Plc), Kaduna State Co-operative

Bank (Nigeria Universal Bank Ltd.).

1%



A number of reasons can be used to explain the demise
of co-operative banking in its unadulterated form in
Nigeria. One of them was the sheer force of competition from
its commercial banking counterparts. Coupled with this was
the pressure to expand the bank’s deposit base by attracting
the deposits of both cooperatives and co-operators. Having
acquired commercial banking licence, co-operative banks
reasoned that they would be availed more opportunities for a
wider deposit base which would help them to provide greater
support for the co-operative movements. This development was
clearly to the disadvantage of the co-operative banks which
ag a conseguence lead to the lost of their rural orientation
and therefeore their understanding of their special problems
of rural agricultural financing and of the reguirements of
small scale industries in Urban and Semi-Urban areas. Other
plausikle explanaticns were the lack of qualified personnel
in the field of co-operative banking and the absence of a
virile co-operative system in Nigeria.

MERCHANTS BANKS

Historically, Merchant Banks originated as a result of
Merchants who lent their names to commercial papers to
finance International trade. Given the absence of leccal
merchants of international repute, it is not surprising that
like their commercial banking counterparts, merchant banks

are alien to the Nigerian financial system.

Merchant banks are wholesale bankers in that they cater

for the needs of corporate and Instituticonal customers and

16



were required to accept deposits of ¥50,000 and above until
recently when the minimum deposit was reduced to ¥25,000.
Their role in the economy is to provide medium to long-term
finance by engaging in activities such as eguipment leasing,
loan syndication and debt factoring, including project

financing.

Merchant banks operate under the same regulatory
framework as the commercial bank with some few exceptions.
In terms of granting of loans, only a small proportion of
their loans and advances is of the overdraft type unlike the
commercial banks. Merchant banks also do not have widespread

branch network owing to the nature of their operations.

At the end of December 1992, Merchant banks numbered 55

as against 12 in 1986.

2.6 DEVELOPMENT FINANCE INSTITUTIONS
These are institutions established specifically to

contribute to the development of specific sectors of the
economy. They consist of:
2.6.1 The Nigerian Industrial Development Bank (NIDB)
The NIDB was established in 1964. Specifically, the
NIDB was set to provide credit and other facilities to
industries particularly medium and large-scale enterprises
on concessionary terms. Recently some small-scale

enterprises have also benefited from its financing.
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2.6.2 The Nigerian Bank for Commerce and Industries (NBCI).

Following the promulgation of the Nigerian Enterprises
Promotion Decree of 1972, there was the need to develop
indigenous enterprises, particularly small and medium-scale
enterprise. The Federal Government through Decree 22 of 1973
established NBCI for that purpose. Apart from granting loans
to small and medium scale enterprises, the bank engages in
share underwriting, project identification and feasibility

studies.

2.6.3 The Nigerian Agricultural and Co-operative Bank (NACB).

2‘6-

The NACB was established in 1973, mainly to finance

agricultural development projects and allied industries.
4 The Federal Mortgage Bank of Nigeria (FMBN).

The FMBN was established by Decree No.7 of 1977. It
toock over the assets and liakilities of the Nigerian
Building Society. The main functions of the FMBN include the
provision of banking and advisory services, mortgage
financing, research activities pertaining to housing.
Following the announcement of the National Housing Policy in
1990 and the promulgation of Decree No.3 of January 1991,
the FMBN was empowered to license and regulate mortgage
institutions in Nigeria and act as the apex regulatory body
for the mortgage industry. Since this Decree, there has been
a rapid increase in the number of mortgage institutions in
the country from 23 in 1991 to 145 in 1992.

RURAL B ING SCHEME
It is a generally accepted' facf that in the early

stages of development, government plays a crucial role in
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mobilising and purveying funds for investment in rural
areas. This is because the relatively low saving ratio of
the rural househeld 1s not entirely caused by low
productivity, but alsc by the absence of intitutionalised
agencies which mobilise savings and channel them into
productive investment, Until recently, institutional
arrangement for mokilising and channelling of funds in the
rural sector was entirely outside the banking systewm.
Inspite of the long history of banking in Nigeria (100
years) branch kanking which is a phenomenon of the 60‘s
tended to concentrate in a few large towns spread all over
the country. These banks have had 1little contact with or

impact on the rural population.

Hitherto, the credit needs of the rural arsas was met
largely outside the organised institutional arrangement. The
nen-institutlonal or informal sources, include neighbours,
money lenders, produce buyers and group savings (/osusu’ or

‘esusu’ systen).

Credit 1is one instrument for . promoting rural
development. To the extent that banks are essentially
profit-motivated, their role as suppliers of credit is
limited by the level of development already attained. The
cost of expansion into rural areas, and the servicing of a
large number of small and often risky loans and advances,
would tend to outweigh the financial returns to the bank,

although the social returns would be‘high for the economy as
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a whole. As one Commercial banking executive puts it, you
spend as much energy giving a loan of ¥5,000 as that of K5
million. In any event, the greater the amount of credit
demand, and in terms o¢f quantity and profitability the
greater the role of commercial banks %n the supply of such
credit., It was in the recognition of this role that the
Federal Government of Nigeria introduced the rural banking

scheme in Nigeria.

The genesis of the rural banking scheme was the report
of Dr. Okigbo Committee which highlighted the need to
develop our rural areas as a way to halt rural-urban drift.
The rural-urban migration had continued unabated long after
the national independence in 1960 especially during the oil
boom pericd in the 1970’s., The Committee reported that the
banks should be made to¢ actively facilitate the
transformation of the rural environment by promoting the
rapid expansion of banking facilities, services and banking
habits in the rural and near rural communities. They will
thus serve as paying and receiving stations for hand to hand
currency and provide facilities for remittance to and from
their customers and thereby help to mobilise rural savings.
Most important of all they will serve as vehicles for the
creation of credit in the rural areas; this credit will take
the form of equity and loan for small scale businesses.2

In respecnse, the Government ameng other measures
introduced the rural banking scheme in 1977 by compelling

the commercial banks to open brandhes in the rural areas. It
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was the beginning of a conscious and deliberate policy aimed
at introducing the rural and semi-urban areas into the
kanking system of the country. Banks were allocated specific
places and the number of branches they should open under the
first phase of the schéme. The banks were given three years
(1977-1980) within which to open 200 branches under the
first phase.3 Rural banks were to promote and expand the
rural economy in an orderly and effective manner; to place
credit facilities cn reasonable terms within easy reach of

the country dwellers; and generally to increase the

productivity of the rural sector.

The objectives of the rural banking scheme are as
follows: | '
(a} Mobilisation of rural savings.
(b) The allocation of credit amorng productive activities.
{c¢) The institution of commercial banks as a back up for new
introduced government development prbgrammes.
fd) The linkage of money markets in these fields especially ir
the rural areas, with capital markéts of the rest of the
econony . |
The efficient allocation branches and place to the
commercial banks were:
i) Where there was a rural town of 50,000 population;
ii) Where there were suitable institutions available in the
area;
iii} In the headguarters of a local government area;

iv) At the discretion of the Central Bank of Nigeria.
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Other criteria were the size of the existing banks and
a wailver of the feasibility study which normally have to
accompany a Bank‘s application to the Central Bank of

Nigeria for approval to establish a branch.

By the end of June, 1980 a total of 206 rural branches
were opened. This achievement was guite remarkable
especially when it 1is noted that the banks were not

particularly forced into opening these branches.

The second phase of the scheme took off in July, 1980
with 260 branches scheduled for opening by June, 1983. This
target date was later extended to the end of June 1984,
Opinions abound that this phase was particularly hampered
with many problems. It was 1ill-planned. Allocations were
made without regards to viability, but in obedience to
interest groups and some highly placed Nigerians who wanted
branches of banks in their 1localities. Some of these
locations were inaccessible by road and some were virtually

without infrastructures.

Az at the end c¢f December 1989, the total number of
rural branches opened under the thtee phases of rural
4

kanking programme stood at 765 (compared with 766 allocated)
Inspite of this seemingly impressive number of
commercial bank branches in the rural areas, the rural

sector still lacks access to sufficient credit for their

economic activities.
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It is pertinent also to note that this apparent level
of success not withstanding, commercial banks did face a lot
of obstacles in the cause of opening ub rural branches. One
such obstacles 1is that of inadequate development of the
banking habits in rural areas. People have dealt for so long
with the traditional lending institution such as monhey
lenders and ’Esusu’ clubs and similar credit institutions
that changing over to use the western-type institutions
inspite some of the apparent advantages is not a decision
that is easy to make. Understandably, though the rural
public is reluctant to make the change because of the
rigidity and red-tape associated with the use of modern
banking facilities. Partly toco, the commercial banks are to
blame because it does not appear that enough advertisement
and salesmanship is done to market their business and bring
more clients into the institutionalised financial system?
This apathy by the rﬁral poprulace to banking habits is
further attested tc by P.A. Ladipo who conducted a research
with 50 farmers at Ile-Ife, he found ocut that almost all
menticned that they did not have enough money to open and
maintain an account, or that the amount of money they cauld
save was small in relation to cost of travelling to town and
waiting in a bank. Other reasons given were illiteracy, lack
of knowledge about operating an account, fear of bank
liguidation, and a preference for borrowing rather than

6
saving.
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Another of such cbstacles is the -neglect of the rural
areas which has meant ne supply, in most cases, or at best
an inadequate supply of social amenities such as good pipe
borne water, electricity, communication facilities and
access roads without most of these a modern bank branch
cannot function well and the absence of most of them has

meant the reluctance of banks to move into these areas.

Closely related to the obstacles mentioned above are
the cost structure and attitudinal probklems. The first
relates to the high salary structure and establishment costs
guch as buildings, strongroom machineries and other costs.
These invariably constitute a fized element in costs of
running a branch and because of their size, require a large
amount cof business to enable a new branch to break even. The
second difficulty is concerned with the general apathy of
bank staff towards rural banking. One reason is that most
bank staff are recruited in Urban areas are not always keen
to transfer to the rural branches. Apart from the fact that
banks were not given adequate time to prepare for the rural
banking in terms of training of staff for example, the
scheme alsc suffered in-adeguate pubklicity on the role and
function of the rural banks. Giver the low level of banking
habits in Nigeria and the salient features of the
traditional rural communities earlier outlined, a 1lot of
public enlightenment campaign need to have been embarked

upon long before the programme was finally launched.
Similarly, the non inclusion of the rural people in the
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scheme. The banks are owned and operated by the people who
are alien to the rural communities. The services offered by
the banks are even more alien to the people. This made
Iornum (1991) to say that " the idea of using rural banking
as a tool for cultivating banking habit to rural dwellers as

a major objective of the scheme was by itself a misnomer".

Thus inspite the 1level of success achieved by rural
banking schemes in terms of opening targeted rural branches
(see appendix 2) in 1990, and despite delays in phases and
pressures from the CBN the rural banking scheme was not able
to mobilise the rural and semi-urban population of the
country and probably inculcate banking habits within them as
was expected. This made people to conclude that the scheme
was a failure.

PEOPLES BANK

The realisation of the Babangida administration that
its efforts at improving the socio-economic circumstances of
the people of the grassroots level could only be more
successful via a credit delivery system which is tailor-made
for them culminated in the creation 6f a unigue and non-
conventional banking system known as the peoples Bank. This
bank which is designed to provide credit facilities for the
Urban and semi-urban poor commenced operations towards the
end of 1989. However, the enabling instrument establishing
it Decree 22 of 1990 had a retrospective effect from October
1989 when the first branch of the bank took off in Ajegunle-

Lagos.
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appears to be largely met. At the end of its first year of
operaticn, records show that the bank had more than 1200, 000
beneficiaries of its credit facilities totalling ¥N74

million.

However, there are reservations on the extent te which
the bank in its present structure can continue to meet its
objectives. Against the background of a deteriorating dekt
recovery and over reliance on government treasury, the bank
may be heading gradually to its peak performance.

COMMUNITY BANEKS

The significance of lack of access to banking
facilities is better appreciated when one realises that the
bulk of the rural population and indeed Nigerians population
is engaged in agriculture, hand craft and other basic small-
scale enterprises. The stock of money in their hands is kept

outside the banking system.

With the above picture, the total neglect of rural
communities in the scheme of bank expansion and inadequacies
of banking services generally related to the size of
Nigerias territory and population, it is easy to appreciate
the concern which the monetory authorities and indeed the
government as a whole expressed for the establishment of a
diffused network of bank to all parts of the country in a
bid toc develop banking habits among the people and build up
a banking system that could sustain rapid and balanced

development of the economy. It 1is against the backdrop of
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this that the concept of community banking was introduced in

the country.

The fundamental concept of a community bank is of a
self sustaining financial institution, owned and managed by
a community or group of communities, for the purpose of
providing credit, deposit, banking and other financial
services, to its members, largely on the basis of their self
recognition and credit worthiness. This is in EOntradiction
to the near-total reliance by the orthodox banks on viable

and negotiable collaterals as the basis for giving credit.

The objectives of the community banking system amongst
others include:

a) The promotion of rural development by providing
financial and banking services (credit and deposit
services) as well as other facilities to communities
inadequately supplied with such facilities.

b) The rapid enhancement:of the development of productive
activities in both rural and urban areas and hence the
improvement of the economic status of small producers
in the informal sectors of the national economy.

c) The promotion of the emergence.of an effective and
integrated national financial system that responds to
the needs of the whole economy, especially at the
grassroots community levels.

d) The inculcation of disciplined banking habits, among
the masses of low income workers in Nigeria especially

those in the rural areas.
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e)

The fostering of the spirit of community ownership and
use of economic assets and the maintenance of such

facilities and organisations on a ‘suitable basis.

2.9.1FUNCTIONE OF THE COMMUNITY BANKS

i)

i)

iii)

ivy

V)

vi)

vii}

viii)

ix)

Accept various types of depcsits including savings,
time and target deposits, from individuals, groups
and other organisations.

Issue redeemable debentures to interested parties to
raise funds from members of the pﬁblic.

Receive money or collect proceeds of banking
instruments on behalf of its customers.

Provide ancillary banking services to its customers
such as remittance of funds deposits facilities etc.
Maintain and operate varicus types of accounts with,
or for other banks in Nigeria.

Invest surplus funds of the bank in suitable
instruments including placing funds with cther banks.
Pay and receive interests as may be agreed upon
between community banks and their clients in
acéordance with public policy.

Provide credit to its customers, especially small and
medium scale enterprises based in its area of
operation, and promote and monitor effective 1loan
usage, amongst them.

Operate equipment 1leasing .facilities, and supervise
credit scheme to ensure excess of its customers to

farm inputs, including financing inputs purchase on a
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consignment basis, for groups of clients.

%) Give guarantee in favour of its customers to give
them access to credit and other resources.

¥i) Receive re-financing or other funds from the NBCB and
other sources, private and public, on terms mutually
acceptable to both the provider of the funds and the
recipient community banks.

xii) Perform non-banking functicns that promote grassroots
developments such as supporting individual,
co-operative and'qroup formation activities, assisting
clients in marketing of agricultural, rural,
industrial and other products and providing financial
and other extension services to c¢lients, and other
community members.

xiii) Shall not engage in sophisticated banking services
like foreign exchange transaction or internaticnal
commercial papers, corporate finance in order to
enable them retain their lecal focus and concentrate
on community services.

xiv) Enlighten the community on the effective use of
credit and other banking services sc as to enhance
individual collective and community producticn and
development, ’

Against a backdrop of these functions it can be seen
that a lot of responsibility has been placed on community
banks to serve as a veritable tool for the mobilisation and

upliftment of economic life of the rural and semi-urban
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areas and inculcating banking habits within them. And as
Mabongunjo (1993) observed "A few innovation no matter how
good or profitable, is received in every society with
caution. While some people are guite .willing and eager to
accept innovation, some tarry a little longer waiting to see
11
how it goes before joining.". In the 1light of this the
community banking system to a great extent has enjoyed
spectacular welcome since its inception in 1990 December.
From a modest 98 banks in December, 1991, the banks have
risen to 897 at the end of 1993. This feat may be better
appreciated when it is realised as the NBCB Chairman Mr.
Mabongunje euphorically observed at the third anniversary
conference of the NBCB at Durbar Hotel Kaduna that;
"Within the three years of establishing community
banking system in the country, the number of community
banks has risen to 897. The total assets of the 611
community banks fully operating as at December 1993
stood at ¥3.2 billion with 72 of them already having
assets of over K10 million each. The total deposits
mobilised by these banks as at date stood at over
¥2.2 billion with 55 of the banks having mobilised more
than ¥®¥10 million. By that date also, the community
banks have disbursed over ¥5 million each. In short,
the community banking system has had an impact on
credit availability at the grassroots beyond our
wildest dreams" 12
It is important to nocte that essentially these
mobilised deposits are contributions from the various
communities where these banks are situated. In addition,
these community banks do not enjoy government largesse as is
the case with several other banks owned by the government.
Further commenting on the apparent growth of the

community banking system in ©Nigeria, the NBCB Executive

Chairman said that experience has shown that people are

31



willing to adept new ideas provided it has relevance to
their life styles and expectation. The. message of Comnmunity
Banking may appear new but it has always been practised in
an informal manner. He also observed that the community
banking system presents to our communities a modernised
traditional system. It therefore makes it easier for the
message of community banking to be acceptable to the wvast
rural and sub-urban people. In fact, the presence of CB’s
and other credit institutions has not diminished the stature
of the traditional system. They are still largely being
practised inter-changeably. They can co-exist and complement

each other for the greater gcod of the people.

Mobilisation of idle funds at the local and rural
levels of the economy is one of the main reasons for the
establishment of the community banks. A CBN reports states
that about ®62 billion is in circulation out of which only
about N35 billion is in the banking systemdl3 The role of
community banks is to bring this huge sums of money into the

banking system hence the need for them to encourage the

common man to have confidence in the banking systen.

Mabogunje (1993) said this can only be achieved if the
promoters of the banks are themselves community oriented
enthusiast. They must be knowledgeable about the people in
terms of the history, culture, occupation and environmental
circumstances. In this way, the promoters and directors of

the bank will work through the existing sccial structures of
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the community development association (CDA), town unions,
trade groups, co-operative and opinion leaders to make the
people imbibe modern banking culture that gives return on
investible funds. In addition the funds are secured and are

put at the disposal of needy people at the appropriate time.

Owualah (1993) succintly puts it that community banking
systems holds the promise of being a potent substitute or
means of integrating the informal rotating savings and
credit Association (RSCA) that abound in the nook and
crannies of the rural areas into the formal system. However,
the level of success in this regard will depend very much on
how far these banks are able to rise to the challenges of
rural banking which the conventional banks have failed to
meet on one hand and the extent to which the rural
environment is made conducive for their operations on the

other.

The community banking (CB) scheme loocks like it is the
solution to the banking need of the rural and semi-urban
populace of the country unlike the rural banking scheme
because it 1involves the communities right from its
conception, design, financing and implementation. Thus it is
envisaged that it will successfully inculcate banking habits
within the rural communities thereby ensuring development of

such communities and the country in general.
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2.10 SUMMARY

Since the inception of banking in Nigeria about a
hundred years ago, various categories of banks and their
branches have been established in the country. But the bulk
of these banks have followed the patterns set by the foreign
banks who were the first to start banking business in the
country, by establishing their bank branches only within the
urban areas where economic activities thrives tc the neglect
of the rural and semi-urban areas of the country. Thereby

making banking habit predominantly an elitist activity.

However, the bulk of the natiens human and material
resources abound within the rural and semi-urban areas and
have remained idle. Past administrations in the country have
realised the need to mobilise and develop these resources.
One guick way of doing.such is through the banks. The idea
was teo intreoduce banks in the grassroots and thereby develop
banking habits among the rural populace and thus in the long

run mobilise these idle resources.

Firstly, the government tried to use the commercial
banks through the rural banking scheme to achieve this
but it failed to obtain the desired result due to various
reasons ranging from poor banking pabits of the rural
populace, poor rural infrastructure and apathy by bank
workers to cost of operating rural branches. Bnd of course
not forgetting selfishness by both government and well

placed Nigerians.
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The government then came up with the idea of Peoples
bank which was to¢ provide credit to both rural and urban
areas. But it was realised that the peoples bank cannot
accommodate the credit requirements of most of its clients,
either because the amount needed was fco much for the bhank
or teoo small for the client. So the community banking system
was introduced. These are banks to be solely owned and

financed by the community setting it up.

From the level of success it has so far achieved,
opinions seem to show that it is the solution to the problen
of banking in the rural and semi-~urban areas of the country.
But only if it is able to rise to the challenges of rural
banking which the conventional banks have failed to meet and
the rural envircnment is made conducive for their

operations.
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CHAPTER THREE

3.0 DATA PRESENTATION AND ANALYSIS

INTRODUCTION

In order to find the role community Banks are playing
in the development of banking habits in Nigeria, a case
study of Gwong community Bank (GCB) Fadan Kagoma was
undertaken. Two structure gquestionnaire were administered.
One to a randomly selected members of the ‘Gwong' Community,
while the management of GCB was interviewed using a
structured questionnaire. This was done with the hope that
it will inform us on what the Community Bank are doing and
what impact they are actually having on the banking habits

of the community.

STRUCTURAL ANALYSIS OF SAMPLE

A total of 150 copies o0of gquestionnaire were
administered within the community out of which 62
representing 41% were returned . 83% of these respondents

were male, the rest female.

22% of the respondents have been to tertiary
institutions 1like colleges of Education, Polytechnics and
Universities. 32% have secondary education. 26% Primary

while the remaining 19% have no formal education.

The age of the respondents range between 25 - 50 years.
40% of them are farmers, civil servants 20%, applicants 18%

and traders 17%.
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DATA PRESENTATION AND ANALYSIS

Of the 62 respondents, 37 or 59% of them have operated
bank acceounts in other banks before while the remaining 41%
have not. At the same time, 29 or 46% of the total
respondents currently have bank accounts with the Gwong
Community Bank, Fadan Xagoma. Showing that some of the
respondents have either closed their accounts to open an
account with the GCB or they are still operating the two

accounts together.

GCB presently offers to its customers the following
range of services:
i) Savings account
ii) Current account
iii) Fixed deposit
iv) Infant saving scheme
V) Target Saving Scheme

a) Xmas Savings

k) Sallah Savings
vi) Loans /Advances
vii) L.P.O. finance/ contracts
viii) Business advisory Services
ix) Inter-bank fund placement
X) Joint partnership
xi) Equipment leasing
xii) Safe custedy
¥iii) Remittance of funds

xXV) Door step banking
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xvi) Feasiblility studies for small scale/flarge scale
industries

xvii) Sourcing machinery/raw materials.

In relation to those ser?ibes offered-by the banks 85%
of the respondents are aware of the banks loaned facilities.
But only 26% of them have actually gone to the bank to seek
for any of its loan facility. Of .this.figure 9 applied for
Agriculture/Livestock loan, 4 for commercial activities
(trading) and 3 for other reasons like building of houses,
paying school fees etc. 8 respondents out of those who

applied were given the loan. The others were asked to hold

on.

As earlier said, 29 respondents have accounts with GCB
and 16 respondents representing 55% of them have applied for
the banks loan, this shows a fairly good interest by the

community on the use of such facility.

As the record received fron management in table 3.1
shows most of the lcan sought is for Agriculture and with 90
beneficlaries, followed by commerce with 36 then
manufacturing and food processing with 32 as at June 1994.
This implies that the bulk of beneficiaries are farmers. The
takle alsoc shows a steady growth in the number of loan
beneficiaries, from 6% in 1992 a year after the bank was
established, the number of keneficiaries rose to 203 as at
June, 19%4 with a total disbursement of ¥433,423.69 and

§¥1,685,000 respectively shown an encouraging improvement.
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The loans pay-back by the beneficiaries is either
installmental or bulk as the beneficiary may wish. The bank
has since inception not experienced any default in 1loan
repayment as at June 1994. Some beneficiaries do lag behind
schedule in paying back, thus, the GCB evolved a policy of
sending periodical reminders to beneficiaries and according
to the management the beneficiaries have always responded
positively to such reminders. Some respondents have however

called on the GCB to further increase the pay-back period of

their lecan.

TABLE 3.1 LOAN DISBURSEMENT AND BENEFICIARIES

TYPES OF LOAN NUMBER OF TOTAL DISBURSEMENT
BENEFICIARIES
* *
1992 [1993 |1994 19892 1993 1994
Agriculture and
forestry 35 54 90 |150,000 400,000 |590,000
Manufacturing
and food proce-
ssing. 25 30 32 60,000 |200,000 |[250,000
Real Estate and
construction - 18 20 80,000 |180,000 |200,000
Commerce 3 28 36 133,423)|280,000 |350,000
Transport and
communication 2 16 25 10,000 |(160,000 |235,000
Others - 4 10 - 20,000 60,000
TOTAL 69 150 |203 433,423 |1240,758|1,685,000

——————— o ——————————— o o o o i . . o T T S

Source: Responses to questionnaires.

*The figures are as at June 1994.
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The GCB currently operates savings, current and fixed
deposit accounts only even though it ¢an offer other forms
of account like the infant savings account, target savings
account, etc., the customers have not vet started
patronising these accounts. Table 3.2 shows the types of
accounts operating in the bank and their annual level of

growth since the inception of the bank.

TABLE 3.2
TYPES OF ACCOUNT | NUMBER OF ACCOUNT|  TOTAL DEPOSITS
HOLDERS

———————————————————————————————————— g S S —
-66 1992 | 1993 | 1994 1992 | 1993

Savings Account | 827 [1,123 |1,254|780,277.53 |1,159,835.00

current Account 407 530 | 543|103 %8%.30 123,946.74

Fixed Interim | BRI

Deposit 13 41 | 44|46, 408 1,080,204.00

;5;;{"'“'“"“I1‘525'I1“;;;'II‘;;III'E;';;S";;I;'5;?;;;‘;;“

SOURCE: Responses to questionnaires.

*Figures are as June, 1994. —

It can be seen that the GCB has been enjoying a steady
growth both in terms of, ~account hq;qgﬁs and amount of

S Y
deposits. From 1,247 accounts with a total deposits of

¥2,363,984.74 in 1993. The account holders have further

grown to 1,841 as at June, 1994 Thls portrays the fact that
I'

the bank is growing. But a lot Stlll has ‘to be done as it is

realised that of the total respondents 33 or 53% of them

still don’t have accounts with the bank. .
3

The respcndents gave‘-ﬁérious' reasons why they don’t
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save with the GCB. They included:

i) Lack of the money to save.

ii) The distance between the bank and their homes is too
long and the cost involved in transportation is a
further deterrent.

iii) Some feel isoclated, being a community bank, their
various section of their community are not represented
in terms of recruitment or representation on the board.
So the sense of belonging is non existent.

iv) Lack of interest in banking.

v) Some are not used to visiting places like the bank.

They feel the bank is mot a place for people like themn.

As regards other services offered by the bank such as
advises on financial and business matters, 80% of the
respondents said they are aware of the availability of such
services. But only 32% of the respondents have actually gone
for or benefited from any of such advises. The management on
the other hand said customers rarely come for such services.
The advises given to customers is normally by management
initiative when for example a customer comes for a loan or

to deposit huge amount of money in the bank.

Commenting freely on. what they feel about the community
bank in their community, the respondents replied variedly.
Almost all of them commended the good services the GCB is
doing within the community in terms of improving the
economic life of the community by bringing banking close to

their domain. This they said the bank is doing this by
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giving farmers loans and advises. As one respondent said
"Establishing this bank has made us the Gwong community to
know ourselves and has made us know the importance of

collecting a loan, something that we were afraid of doing

before.".

Some respondents see the GCB as a symbol of co-
operation and unity among the Gwong community for example
one respondent puts it "I feel proud of Gwong community bank
because the bank has helped the rural people to come close
to each other.". This kind of feeling of course makes the
members of the community have a strong commitment and

attachment towards the bank.

Closely related to the above point, other respondents
feel bad by the way recruitment of staff is done in the
bank. In that it does not show a fair representation of all
section of the community. This grievances probably explains

why some don’t save with the bank.

3 )

In regards to the bank staff, some respondents feel
that they are doing a good job towards the advancement of
the bank by their polite approach to customers and their
efforts towards enlightenment of the community on the bank
activities. Others feel there is the need to send them for
more training to further enhance their performance on the
job. However, some respondents complain of the favouritism
shown by the bank staff to some cuétomers.whom they know or
are related to particularly on the issue of loans.

On the banks loan facility, some respondents called for
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an extension of the pay-back period of their 1locan. While
some call on the bank to give loans to non-savers with the
bank as this will further attract more customers to the

bank.

There is also a call on the bank management to further
improve on its publicity activities as some members of the
community are yet to fully appreciate the role of the bank,

talkless of patronising it.

The GCB management view the community‘’s attitude
towards community banking as highly encouraging. This view
is reinforced by the fact that the community members know
that the bank belongs to them and having begun to realise
the benefits associated with community banking have been
doing everything within their means to make sure that the
bank does not fail. The profit declared by the bank from
(¥59,000 in 1992, to ¥N123,000 in 1993) is probably a
testimony to that effect. They therefore feel that the bank
is seriously changing the banking habits of the Gwong
Community as a lot of the community members are beginning to
know and appreciate the importance of banking to their

eccnomic life and have openly express it so.

To change the habit of a people from their former ways
is not something that can be hurriedly done, more so, when
the changes is to a thing that was hitherto alien to the
people. In this light, the banks level of achievement

notwithstanding, it has and is still facing a number of
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obstacles towards achieving one of its objectives that is
improving the banking habits of the Gwong community.
Primarily, one of such obstacles for example is probably due
to ignorance or poor 1level of education or even the
appearance of the bank. Some people within the community are
finding it difficult to trust the bank. They still see the
bank as elitist as such they have nothing to do with it. To
overcome problems like this, the management has introduced a
public enlightenment campaign in which.it goes from wvillage
to village to assure them that it is not so and also draw
their attention to the benefits they can derive by

associating themselves with the bank.

Furthermore, as earlier highlighted by some respondents,
the management also pin-pointed the issue of proximity
between the bank and some of the commﬁnities they are
supposed to serve. Some of them are not easily accessible by
road and for some the cost of transportation to and from the
bank is prohibitive. This has discouraged some of the banks
potential customers from patronising the bank. This problem
is further compounded by the fact that ‘community banks as at
now are not allowed to operate branches. However to overcome
this problem, the bank has introduced the ’door step
banking’ to enable them reach such communities. This
innovation has not been particularly easy for the bank to
operate due to the risk involved and of course they have
only one car. And the terrain on which they have to pass

through is not smooth meaning probable constant breakdowns.
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CHAPTER FOUR

SUMMARY CONCLUSION

CONCLUSION

About a century of banking in Nigeria saw a situation
whereby banks have concentrated their activities mainly in
the urban areas where business activities thrives to the
detriment of the rural areas which in no small measure has
crippled the development of banking habits among the rural

and semi~-urban people of Nigeria.

The need to develop the banking habits of the rural
populace has therefore been paramount in the minds of the
nations economic planners. Because of the enormous
advantages that can be associated with the development of
banking habits, concerted efforts have been made to bring
banking to the grassroots. Schemes like the rural banking
were introduced the failure of which 1lead to the
introduction of peoples Bank. The inadequacies of the
peoples Bank lead to the creation of a community based
banking whereby the communities themselves will form their
own banks. The idea it was hoped, will go a long way to help
in the development among other things, the banking habits of

the rural and semi-urban areas of the country.

This research work was therefore embarked upon to find
out to what extend have the community banks gone in the

development of banking habits in the rural areas.
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one significant finding of this research is that the
creation of Community Banks has in no small measure brought
banking activities close to the rural populace. Thereby
making them have close access to banking facilities that
were hitherto not available to them. In addition, the
financing and ownership structure of these Community Banks
has indeed generated a lot of awareness and interest on
banking activities by members of the community. This
awareness and interest is positively inculcating banking
habits within these communities. This ownership structure
also means that the community members no longer see the bank
as something alien teo them, thus making the banks more
approachable to them. In other words, the organisational set
up of the banks given their autonomous nature makes them to
be more flexible and more sensible to the social and

cultural needs of the communities that set them up.

For the community, community bank means more than just
a bank. It is a rallying point in terms of unity and
economic co-operation amongst them. This explains the high
degree of interest shown on the community banks by the
various units of the community. As B;rke (1966) puts it,
"The interest and willingness of the community for which a

programme is meant is very fundamental for its success.".

The activities of the community bank has generated a
great deal of interest and awareness among members of the
community. People now know what a bank is and what type of

activities and benefits can be derived therein. But there
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seems to be a wide gap between the level of interest and
awareness generated and the actual participation by members
of the community. In other words more members are aware of
the banks activities than those who actually patronise the
bank. Otherwise, the banks would probably have outgrown its

present level.

The growth and development of banking habits would have
by far superseded its present level but for a member of
factors which have tended to inhibit such growth. One of
such factors is the poor level of education and ignorance
among certain members of the community. This factor has made
it difficult for such members to fully appreciate what the
bank stands talkless of patronising it. They still see the
bank as something alien or elitist and not for people like
them, inspite of efforts to make them see otherwise by the

banks management.

Another of such inhibiting factors is the poor level of
infrastructure available within the community. Of particular
concern is the poor road network within the community which
has made accessibility between certain nooks and corners of
the community near impossible. This has greatly reduced the
number of customers for the bank, who eifher seek banking
services elsewhere or are forced to operate their own
'banks’ in their homes, as the cost and the risk of
transportation to and from the bank is too high for them to
bear. This problem is further compounded by the fact that

community banks are not allowed for now to open branches.

48



RECOMMENDATIONS

The activities of community banks is indeed
generating a lot of interest and awareness on banking within
the community. But there is a seeming wide gap between the
level of such awareness and actual patronage by members of
the community. There is need therefore for the bank
management to make concerted efforts to bridge such gap. For
instance, some farmers have only seasonal income which comes
after the sale of their farm produce and the income is not
enough for them not to talk of saving. But they can be
encouraged to patronise the bank thfough a scheme like
saving for purchase of fertiliser, seedlings etc. this could
encourage the culture of thrift within the community. The
management can also select some pilot customers within each
of the various villages of the community and promote them
through advises, financing etc. This will encourage others
to patronise the banks. Students savings could also be
introduced to help them finance their education. In
addition, more efforts should be geared towards publicising
the banks activities and the benefits those who have been

patronising the bank have gained.

Furthermore, the bank’s management should sustain the
level of awareness and interest generated by the community
banks within the community by ensuring equity in recruitment
of staff for the bank and the services rendered by the bank
like loans and sponsoring of development projects. That is

all various villages within the community should be
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equitable represented.

One important finding of this research work is that the
community banking scheme has and is greatly enhancing the
development of banking habits within the rural and semi-
urban population of this country. As such, everything
possible should be done by government to sustain the tempo
at which the Community Banks are moving in this regards. The
government should therefore, through its various agencies
provide these communities with basic infrastructure that
will not only boost the social but also the economic lives
of these communities. For instance all season roads should
be provided by government to boost accessibility all year
round. Electricity, pipe-borne-water, should also be
provided. Measures that will reduce the level of illiteracy
and ignorance like the mass literacy programme should also
be encouraged. All these will go along to further boost the

performance level of community Banks.

The branching policy of Community Banks as of now does
not allow them to open branches even within their
operational territory. As such some community banks
following the peculiar geographical spread of their
operational territory have found it difficult to do business
with some communities within their territory. It is
therefore, expedient for the NBCB tc allow for re-designing
of geographical boundaries of community Banks, such that

communities that may have been ‘cut-off’ or have problens
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doing business with their initial Community Banks be allowed
to form their own Community Bank if they so desire and are

capable of doing so.
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APPENDIX 1

Depasits, Total Assets and Number of Banks

selected years.

in Nigeria for

—— A ————— T ——— T ——— . ————— e . ] e e o . T A — oy i —

No. OF No. OF TOTAL TOTAL
YEARS BANKS BANK DEPOSITS ASSETS
OFFICES (BMILLION) (MMTLLION)
1960 13 193 137.00 235.80
1964 19 229 229.00 401.60
1965 18 255 298.00 439.80
1970 15 277 630.40 1,159.80
1975 23 442 2,902.50 4,494.00
1980 26 752 10,295.10 17,348.00
1985 40 1,323 19,445.70 36,999.00
1986 42 1,394 20,478.60 48,024.10
1987 50 1,545 26,469.00 62,108.40
1988 66 1,711 33,882.60 76,429.30
1989 81 1,904 30,974.20 80,756.30
1990 107 2,001 45,093.40 111,692.90
1991 119 2,171 59,477.10 155,700.00

Source: NDIC Quarterly Sept.
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TABLE 5

RURAL BANKING PROGRAMME,

1ST, 2ZND, AND 3RD PHASES: ALLOCATION OF BRANCHES AND
COMPLIANCE BY COMMERCIAL BANKS AS AT 31st DECEMBER 1990

------------------------------------------------------- n-w-.---------¢----------—---A------------------------\

| | 1st Phase | 2nd Phase | 3rd Phase | Total |

S/No| BANKS e e = R e R L LR T |

| |atte- | |out- |Allo- | jout- |alle- | jout- |Allo- | |out- |

| |cation|Opened|stand|cation|opened|stand|cation|opened|stand|cation|opened|stand|

| M @ | 3@ @ |5 || M | & | @& | | an | a|

e oo |-=eem s e S Jmmeee s |

1. |African Continental | | | | | | | [ | | | | |

|Bank Limited |16 | 16 | j# % |- | % ) W | 49 | 49 | |

2. |Allied Bank Nig. Ltd] 6 | & | |7 b7 }cE | ¥ ow | 26 | 22 | |

3. |Bank of Credit & com| | | | | | | | | | | | |

|internationat Ltd. | - | - | | & F#% §:= |n ] w | j22 | 22 |} |

4. |Bank of the North | | | | | | | | | | | | |

| Ltd. i & | & | {1# k& - (34} W& | |39 | 39 | |

5. fcomerciatBesk | | | | L | 1 0 L & 1 1

|clyonnasis Limited | - | - | f -~ B pi= § & YR 3 i =2 1 = } |

6. |Co-cperative Bank | | | | | | | | | I I | |

|Limited | % | 5 § {8 EEi‘l= | 1 #=21 {22 | 22 | |

R T TS SR R (R SN SR S R S R B

INigeria Limited 1 1 7| i s Pegs | %2 )} Y |26 | 22 | |

8. |First Bank of | | | | | | | | I | | | |

[Nigeria Limited | 40 | 40 | |37 |37 |- |28 | 28 | | 105 | 105 | I

9. |Gamji Bank of | | | | | | | | | | 1 | I

|Nigeria Limited E = k= | i - Beiidi= 13 ket i 2 1 % |

10. |Habib Bank AR R S L RS T L de TR R

[Nigeria Limited i =~ b =~ ] i = P 81 € 3 | ¢ | & | |

11. |International Bank | ] | | | | | | | | | | |

|of West Africa |11 ] 11| I 8 |- . 18118 ) |39 | 39 | |

12 |Lobi Bank Limited | - | - | = B 0= ] Bl sy e ] B |

13 |Mercantile Bank of | | | | | | | | | | I | I

» |Nigeria Limited | 3 | =Z | | & fhgr k= | g&.tl. &4 j't¥ | w ) [

14. |National Bank of | | | | | | | | | | | | |

[Migeria Limited |15 | 15 | (% - || ¢} | 46 | 43 | |

15. |Mew Nigeria Bank | | | | | | | | | | | | |
|Limited | & | &= | j 2 8 ~ |twg W) | 21 | 21 |

16. |Nigeria Arab Bank | | | | | | | | | | | | |
|Limited ey .4 I & £ - | YR ] | 22 | 22 |

17. |Nigeria Inter. r | g <) | I % | | - | el

|Bank Limited jo g dope g 18 e | o2y

18. |Nigeria Universal | | | | | | | | | | | ' |

|Bank Limited I 3 1 & | f & T & §= % B9 5 | 14 | 14 | |

19 |Owena Bank Nigeria | | | | | | | | I | | I |

|Limited Bl b B TR NN N

20. |Pan African Bank | | | I | | | b a8 | l I |

[Limited | & | = i el S (O (R SR |16 | 16 | J

21. |Progress Bank of | | | | | | | | | | | | |

|Nigeria Limited ] = } = 1 j .= R g - | °s 'Y -3 | 5 | |

22. |savanah Bank of | | | | | | | | | | | | |

|Nigeria Limited P v ) o &t e 1= | | B ) |32 .| .32 | ]

23. |scciete Generale | | | | | | | | | | | | |

|Bank Nig. Limited | - | - | | & e = |95 1 %8 1 T |

24. |Tropical Comm. | | I | | | | | i | I I I

|Bank Limited & F & I & § & 1= § &) 'S 4 F | w | |



Bipembenss . 1 1 4 .t % v o1 B o111
|Nigeria Limited & § 2 | »~ |36 3% |= | 38 | 28 ¢~ | 94 T U (S
(26. |united Bank for | I | | | I | I I | | | |
|africa Limited jz¢ | @ | - |2 )R |- | =}y = |- |eor | a7 | - |
27. |universal Trust Bank| | | | | ] | | | | | | |
jofmtigeriatiota | - | - | -} - V- 1 | ) 5 ¢ 1 ) 5% -}
28, [Vemp Bank Limited | 5 | 5 | - | &6 |} & |- | &€} & |- | | w | - |
| ToTAL |]200 | 200 | - |266 | 266 |- |300 | 299 |1 |766 | 765 | 1 |

Source: CBN ANNUAL REPORT AND STATEMENT OF ACCOUNT FOR THE YEAR
ENDED, DECEMBER 31, 1990.



REVISED
COMMUNITY BANKS
- .PROSPECTUS

i R e —— —_—— . C—

NATIONAL BOARD FOR COMMUNITY BANKS

1. INTRODUCTION

Tho aim of this prospactus is to provida cssontial information on tho
objectives, functions, requirements and proceduresicr the establish-
ment of Community Banks. -

2 WHAT IS A COMMUNITY BANK?

2.1 The lundamental concept of a Community Bank is of & self -
sustaining financilinstitution, owned and managed by a Comumunity
orgroup of Communities, tor tha purposa of providing credit, depusit,
banking and other inancial seivices, 1o its mombers, largely on the
basis of their solf rocognition and crodit worthiness. This is in con-
tradistinclion 1o the ncar-total reliance by the orthodox banks on

viable and negoliable_collalerals as the basis for giving credil

3.8 THE OBJECTIVES OF THE COMMUNITY BANKING SYSTEM

3.1 The objectives of the Community Banking System, amongst
..q}hem, shall include:

3.11  Tho promotion of rural dovelopmoent by providing financial and
 banking sorvices (credit and deposit servicos) as wall as other
facilities to communitios inadaguatoly suppliod with such facilitins,

3.1.2  The rapid onbancament ol the dovaiopment of productive actvitias
in both rural and urban arcas and henco the impievemeoent of the
gconomicstatus of small producors in the intormat seclors of the
national ¢conomy.

3.1.3  The promotion of the emergence ol an elfective and integrated
national financial system that responds to the needs of the whole
economy, aspacially at the grassrools community fevels.

3.1.4  The inculcation of discipiined banking habits, among the masses of
_‘agvﬂ)_come_w_or__kgﬁ_in Nigeria especially those in the rural areas. _

3.1.5  The fostering of tho spirit of community ownership and use of
- economic assots and lhe maintenancae of such faciblios and
organisations on a suithbla banis,

.
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4.1.7

4.1.8

4.19

4.1.10

4.1.11

4.112

4113

4.1.14

FUNCTIONS OQF COMMUNITY BANKS
ﬁ@unily Hanka shall pectorm Lhe lotlowings-tanctions -

Accop! various types of doposits including savings, tune and tugal

" deposits, lrom individuals, groups and othor organisations.

issue redoemable debentures (o interostod patlies 1o raiso funds
fram mambars of tha pubilic,

Receive money or collact procoeds of banking instruments on behalf
ol its cusiomars,

Provide ancillary banking services to its customoms such as romit-
tanco ol funds, aata doposit hcilitos, ate,

Maintain and oporate vanious lypos of accounts with, or for other

banks in Nigeria,

Invest surplus funds of the bank in suitable instruments including
placing such funds with othar binks.

Pay and receive interasts as may be agreed upon, betwoon Commu-
nity Banks and their clients in accordance with public policy.

Provid@ credil 1o its customars, aapoctally stnall and madam scalo
‘enterprisgs based in its arna of operation, and promasto and montor

effactivo loan usage, amoengst thom,

Operatae equipmont loasing facililies, and supaviso credit schomes
to ensure accass of ifs customars to farni inputs, Including linancing
inpuis purchase on a consignmant basis, lor groups of clionts.,

Give guarantos inlavour of #2 customar s to give thom groator accuss
ta credit and athar rasourcoes.

Racoive ro-financing or other {unds from the NBCB and other
sources, privale ar public, on terms mulually accoptable to both the
mmovidar of the funds and the rocipiont Communty Bank.

Partorm non-banking funchions thal promoto (rassroots devolop-
ment such as supporiing individual, co-operative and group forma-
tion activities, assisting clionts in markaeting of agnicultural, rural,
ndustial and othar products, and providing financal and othor
axtansion services to clionts, and othar community mwmbors,

Shall rot engage in sophisticated banking services ke toreign
axchanga transactions or international commarcial papars, corporato
finance nordorto onabio theatrolain their localfocus and concentrale
on community service.

Enlighten the community on the effoctive use of ciedit and other
banking servicos s0 as 10 enhanco individiuad, collective and commu-
nity production and dovalopmant,
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5. OWNERSHIP STRUCTURE OF COMMUNITY BANKS

5.1 Community Banks shall be owned jointly by the following three
categories of proprietors:

S Communily Development Associations (CDAs) which are regarded
as tha primary promotsrs of the Banks. The term "Community
Development Association”shall refer to such community organisations
as Town Unions or District Associations or similar bodies that
represent the traditional apex organisation for planning and directing
devslopmental activities withinthe community, Agroup of government

recognised "Community Development Councils” (CDC) can also
coma together to promote a Community Bank.

5.1.2 Trade Associations such as co-oparative socielies, Fa_r_{nars Groups,
" -Oceupational Unions, Market Women's Organisations, Social Clubs, -
Age Gradas, Carporate Bodies, etc, operating within the community,

513 Indigenes of, and individuals within the community, excoept that no
single indigene or individual shall hold more than 5% of the shares

ol a Community Bank. The number of promoting individuals must not
be less than 50.

52 More thanone Community may jointly seek to establish a Communily
Bank, where a single community cannot meet ail the NBCB re-
quirements.

5.3 All shareholders will be prasented with share certificates for the value

of shares purchased.

5.4 Efforts should be made 1o ensure that the CDA owns at least 30 per
cent of the shares espocially through the capitalisation of the
donation of fixed assels by members of the community 10 the bank.

6. REQUIREMENTS FOR ESTABLISHING A COMMUNITY BANK -

6.1 .  Community Bank Company: Prospective ownars must incorpo-
rate a Community Bank Company {CBC) o give it alegal status ©
oparate as a corporate entity. The Community Bank Company
MUST be incorporated with the Corporate Alfairs Commission
(CAC), through the National Board tor Community Banks.

6.2 Equity Share Capital (Cash}: Tha owners ol a Community Bank,
through their Community Bank Company must raise an equity share
capita!in cash of not less than Two hundred and ity thousand Naira
(=N=250,000.00) before they can be licensed to operale as a
Community Bank.

6.2.1  Nogovernment whether Local, State or Federal shali own shares in
any Community Bank.

6.3 Community Bank Licence: A Community Bank must ba liconsed
belwcan carry out banking and other related functions. The
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6.4
6.4.1

5.4.2

6.4.3

6.4.4

5.45

NBCHWould give 1he 60mmunily Bank aprovisional Licence (o Just
lorone yaar. Therealter, based on its satisfactory porformance and
the rocommondation of tho NBCB, tha Coenteal Bank of Nigaria (CBN)
would issua o formal Oparating Liconca to the bank

Fixed Assels:

A suitable, sacurg and accassibio building to be used by the Bank for
a reasonable duration. Accotdingly, a building donated froe 1o the
Bank or leasod for at least {ivo years would, subjoct to security and
access, be accoplablo. The building should not be isolated, should
ba built with cement blocks, be lenced, and be roofed withiron shoets
oF shnilar matorials,

{1y Twosafesof salivfactory stzes (o of at loast 200 hilres mnside
capacity and a smaller one) for storing vital documents. The
two sates, which should have a provision fora minimum of dual
control, should be buill into a reinforced wall.

()

_ Ukra violot rays for dotucting dorgod notot— - —
(3)  Two Deecd boxes,
(4} Ona firo-proof filing cabinet and a ragular ono.

insurance: Suitable insurance covar must hoe secured for the bank
against each of the following:

{a) Cashin sale
{h)  Gashin transit
() Fire

(d) Burglary

Staffing: A Community Bank must be managed by educaied

personnel at Board and Management levels. In particular, the

Manager should have had al leas!t 8 years experionce In banking,

accounting or related jobs. Section Heads should have at least 5

years relavant experience. (see management structure of each

Comuwnity Bank in paragraph—t0in every ¢iga, tha paersonnal
should ba supportad with satisiactory guarntooes asto charctor and

integrity. Pretoronce should bo givenio indigonos of tha Commuomty

who actually reside in, and know the Community vory woll.

Corréé’pondent Banking Relationships:

Providing avidence of correspondont and othar agoncy refationships
with al least two commercial banks preferably nearestto the commu-
nily for ease of transactions). -
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[l

Operating Cocumanis (cheque books, pas: oouks, 8:¢

Cheque books, pass books, othar forms and books neces:ary for
banking oparations must bo provided,  Ploasy nete that ~heque
books and pass bocks (which are security documionisy are Dilod by
the Nigeria Securit Printing and Minting Company THROUGH the
National Board for ommunity Banks.

8.9 Board Membersh p:- Membaers of the Boaro of the Community
Banks shall not be more than seven (7) or fewer i an fiv

8. The shareholders ::nd Board membership musi ne aprase: alive of
the broad spectrur of the community. Board me abers. wAUST
NOT be drawn froin one section of the comminity

/. PRCCEDURES F 3R ESTABLISHING A COAMMUNITY T NK
7. A Community des rous of sstablishing its Comm nigy

writa 1o the Natio.ai Board for Community 3ank (NBC:
proscribod apphica ion forms,.

7. Atiar receiving the prascrived application forrms (NJCE 1 yimher
wiih the Communily Bank prospactus (NBGE 1} c.commu iy or &
gtoup of communias, shall ba axpoctod 1o siuds the pr Hoctus

carofully especiall as it relates to the ownercinp cirucivre I shall
then formally app v to.the National Board for Commuar Banks
indicating the inter.ion and capability of its Cornmurity Dovi-opment
Association togethsr with other categories of poprstors o iablish
A Community Ban-in the lerms required on 17 o me aild filk
the forms appropriately, sign and returnthem - ar - of the Hilowing
zonal officas whic - serves ils State.

CBAUCH JONE: - The Zonal Diroc. .,
Naticnal Board for Commmunii Banks,
The Presidency,

Bauchi Zonal Office,

No. &, Kano Roa, G AA.

P.M.B. 0260 Bauohl,

Bauchi Stalo.

Tel: 077-42063

{(Adamawa, Bauchi, Banue, B no, Pla-
toau, Taraba, and Yeoe)

ENUGU ZONE: The Zonal Direcict,
| National Board i+ C mmuni Banks,
The Presidency .
Enugu Zonal Ofiice,
9A Kingsway Roud, nugu,
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Enugu State. :

Tel: 042 - 335455, 254877

(Abia, Akwa lbom, Anambra, Cross
River, Enugu, tmo, and Rivers.)

KADUNA ZONE; The Zonal Direclor,
. National Board lor Community Banks,
The Presidency, .
Kaduna Zonal Office,
14C Rimi Drive
Unguwan Rimi, G.R.A., Kaduna,
Kaduna State.
. Tel: 062 - 217860
(Jigawa, Kaduna, Kano, Katsina, Kebbi,
Kogi, Niger, and Sokoto.)

R

LAGOS ZONE: : - The Zonal Director,

' National Board for Community Banks,

The Presidency,
54, Saka Tinubu Strest, Victora Island,
- P.M.B. 80056, Victoria Isiand, Lagos.

Teol: 01 - 630479
(Dehta, Edo, Kwara, Lagos, Ogun, Ondo,

. Osun, and Oyo.)

7.2 __PermissionTo TakePreliminary Stepsto Establish a Commun ity =
Bank '

7.2.1 A Community whose application is successtul will receive from the
NBCB an authorisation latter (NBCB [l ) to take preliminary steps
~towards the establishmant of its Community Bank. This authorisation
antails setting in motiontha processes forincorporaling the Community
Bank Company (CBC), raising the required minimum equity share
capital of Two hundred and {ifty thousand nalra (=N=250,000.00).
aswellas making available theother requirements listed in paragraphs

64,65, 6.6, and 6.7 above.

7.22  Tofacilitate the offorts of acommunity in incorporating its Community
Bank Company, a standard Memorandum and Articles of Asso-
ciation (MEMART)} is sent by the NBCB along with the authorisation
letter. Communities are advised to do this MEMART urgently and
raturn it tothe NBCB duly complatad within Two weeks ot recetving
it. Thisisto allow forthe relatively long time {sighttoten waeks) which
it takes the Corporate Affairs Commission (CAC) to incorporate a _

 —eompany , The majafinformationrequiradto duly tillinthe MEMART
is;
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7.2.3

1.2.4

7,25

7286

7.3
7.341

(@)  The names and signatures of Subscribers/ Directors. Par-
ticulars aboul every Director is expoctod 1o bo provided intho
—accompanying form NBCB Vill and each Directoris expocied

to submit aletter of consent indicating his willingness to serve
in this capacity .

(b} - The authorised share capital. Communities are advised that
on p.5 of the MEMART thay should make the authorised
share capital of thelr community banks =N=500,000.00s0
that the bank can receive as matching loan the actual paid-
up share capital they managed to mobilise up to that value.

In roturning their MEMART, duly filled in with all the required
documeniation (as per NBCB Villa), communities should also send
along both the liling fees and the stamp duties appropriate to thoir
proposed authorised share capital as per the included tariff,

Whilst the Community Bank Company is being incorporated, tho
promoters ot thabank should open aninterest Yielding Trust account
with a preferred Commercial Bank nearest to the Community inthe

name-of4ha proposéd Commumfy‘Bank for roceiving funds etc, on
its behalf. .

To {acilitate raising the share capital, promoters are advised to pay
close attantion to the prascribed ownership structure. Apan from the
CDAs, they shauld start by listing all the trade associations, co-
operative societies, farmers' groups, occupational and vocational
unions, social clubs, corporate bodies etc as well as impontant sons
and daughters of the community at homa and abroad and write oach
of them 1o buy sharas in the Community Bank Company, Waealthy
sons and daughters as well as other philanthiopic mombers of tho
comimunily should be encouraged to make substantial donation to
the bank on behalf of CDA, Such donations can be in form of lixed
assets (building, safe, furniture, elc) which can later be capitalised as

‘shares for the CDA.

Whaen incorporated, the Community Bank Company (CBC) should
ollar its share as por the slipulatod structure ol ownorship , on the
spacint Apphicallon Form for Equity Shares (NBCBIV). Piospoctiva
share-holders should complete the forms in triplicale as they make
their paymant to the Company's account. One of these copies must
be put together in a batch and {orwarded 1o the Zonal Office of the
NBCB, the second copy musi bu lodged with tho preferred Commaer-
cicl Bank with which the Community Bank Company has its ac-
counts, whilst the third copy is to be kept in the record of the
Community Bank Company.

Application For a Community Bank Licence.

When the infrastruciures, personnsl oguipment, and other
requiromants, stipulated in paragraphs 6.4,6.5,6.6,6.7, above
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7.3.2
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7.4
7.4.1

7.4.2

8.1

8.2

are conlirmed to be’in place, and the prescribed minimum equity
share capital of Two hundred and fifty thousand Naira (N250,000.00)
has been raised, the Community Bank Company should apply to the
NBCB Secretariat, Abuja through the Zonal Office for an Appraisal
Inspection and a Community Bank Licence, using Form NBCB V.

The Community Bank Company should make available for Appraisal
Inspaction, the following: ™~

(1) Thelype of office building specified in paragraph 6.4.1 above.
(2) The equipment specified in paragraph 6.4.2 above.
(3) Insurance cover (as specifiod in paragraph 6.6 above).

(4) Evidence of having the minimum share capital of Two hundred
and fifty thousand Naira (=N=250,000.00)

The Community Bank Company should a'so indicate the availability

- of suitable and qualified personnel at Management level as specified

in paragraph 6.4.4.
Actions By NBCB to Grant A Community Bank Licence

On receipt of the recommendation from the Appraisal Inspection
Teamthata Community BanK Company has satisfied allthe prescribed
requirements, the NBCB shall:

(1) -Confirm that the minimum equily shara capital of Two hundred
and fifty thousand Naira (=N=250,000.00) has baen rased.

(2) Coerlily and conlirm that all infrastrucluras, porsonnel and
equipment are in place.

(3) |f satisfied that all the above requirements have been met,
issue a provisional Licence to enable the Community Bank
operate for one year. The Community Bank is again recom-
manded to tha Central Bank of Nigaria for the issuance of a
formal Banking licence.

The NBCB would, having been satisfied with the performance of the
Community Bank during the one yoar piobationary period, recom-
mand the Community Bank to tho Gantral Bank of Nigeria (CBN) for
the issuance of a formal Community Bank Licence.

APPLICATION FOR A MATCHING LOAN

To improva its working capital, a Community Bank may, if it wishes,
apply to the NBCB for a low interest Matching Loan of a minimum of
N250,000.00 and a maximum of N500,000.00 according to the sizo
of its equily share capital (cash) at commissioning.

This application should bo mado on Form NBCB VI availablo on
requesl from the offices listed in paragraph 7.1.1 above.
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8.3 To secure the loan, the application from the Community Bank must
anclose:

(a) anextract of the Community Bank's l3oard raseiution accent-
ing to the Matching Loan request must accompany the appli-
cation for the Matching Loan Form NBCB Vi.

(b) aletterindicating thatthe Direclors of the Community Bank are
willing to guarantee the loan joirtly and severally,

8.4  Afleraninitialappravalhas beangrantedthe Community Bank bythe—
~ NBCB Board, a letter of intent togather with the NBCB loan agree-
ment and guarantors' forms shall be issued to tha Community Bank.
Thesa forms and the loan agreemeant whan duly completed, should

- _beforwardedthroughthe appropriate NBCE Zonzl Office lothe Head
Office. . |

8.5 Condltions for granting the loan shatt include the following:-

85.1  The Bank mus{havebeenin aperationior aminimum pariod of three
{3} months, '

8.5.2 . Theloanisfor Twohundred andtifty thou sand Naira (=N=250,000.00)
which can bg increased tc a maximum of Five hundred thousand
Naira (=N=500,000.00) subject to the availability of iunds, the
performancerating andthe pald up capital of the Community Bank.

8.5.3 Theloan will attract an interest belowthe CBN's minimum rediscount
rale, 3 percentagse lo.be determinad from time 1o lime by the NBCB.

8.5.4 . -The laan shall NOT bawrittaroff and fof winding up purposes shall ——
hava n rank equivalent to wages or tax.

8.6.5 The loan shali be repaid wilhin sixty (60) calondar months {5 years)
_after a moratorium of six (6) months.

-8.3.5  The loan is payabla in ten haif-yearly instalments commencing six
m~ _ths after the tirst draw down. '

85.7 Disbursement which is to ba made at the Head Office at Abuja, is
payabla direclly to the Community Bank, after conforming with
paragraphs 8.2, 8.3, 8.4, above.

8.5.8  The Community Bank shall not declare dividends untii the loan has
been fully repaid.

8.5.9 Whaere the loan remains ‘unpaid after 2 years, the NBCB or its

successor may revoke tha delauiting Bank's licencs and prefer-
entlally redeem its lending.

VR I
8.5.10 -Otherloan conditions as may be providad by the National Board for
Community Banks.



9. TY?ES OF CORRESPONDENT BANKING RELATIONSHIPS BE-

TWEEN THE COMMUNITY BANKS AND THE COMMERCIAL
BANKS.

(1)

@

()

Account Relationship:- Opening of Current, Saving and cther
Deposit Accounts (such as short and fixed Deposit Accounts)

_for the Community Banks by the correspondent Banks.

Cheque Clearing Facllity:- The correspondent Bank will
serve as the medium through which the Community Bank’s

- cheques will be clearad.

Remittance/Fund Transmigslons:- Remittance ol procoeds

through_Bank Dralis/Cheques,-Bankers-payment and Mail/
Telegraphic Transfar through the correspondence Bank for the
Communily Bank.

Other Services:- Rendering such miscellaneous services like
Safe custody, Trusteeship, and Financial/Business Advisory

Services for the Community Banks by the correspondent
Banks.

NERFUND:- Funds borrowed from the NERFUND shalt be
repaid by the Community Bank directly but in the evant of
default, the correspondent banks' account shallbe debited and
paid to NERFUND. The enforcemant of this shall be with the

- knowledgs and agreement of the corraspondent banks.

Panally:- The penally clause invoked on the Community

Banks will bs enlorced through the Correspondent banks by

requesting thom ta dehit the accaunts and ramil same to tha
NBCB.

10. MANAG EﬁaT STRUCTURE FOR COMMUNITY BANKS

10.1  Because Community Banks are not expected 1o perform sophisti-
caled banking services of the type associated with commerciai
banks, a simple organisationa! structure of the type shown in tha
diagr 1m below is recommaended for each Community Bank.

Managar
\ BANKING ] GENERAL : CREDIT AND
: SERVICES DEVELOPMENT
Head: Head: '_ Head:
Banking officer Gonoral Services _ Cradit and Dovelopment
Ollicer - Clicor
Other Stalt Othar Stalf _ Other Siaft
1. Cashier 1. Clork 1. Asst. Crodit Otlicer
2. lodger Clerk 2 Typist 2. Achvily Blanning
3 treasuwryClerk 3. Security Guard Ofthoor

- 62



10.2

10.3

10.4

10.5

10.6

The NBCB recognises the leadership of the Board of Directors of
Community Banks as Chalrman and NOT Executive Director or any
other title. S—

A Community Bank is a unit bank, and its administrative head is a
Manager. Under no circumstances should the head of any Community
Bank answer such nomenclature as Managing Direclor and / or
Chiel Executlve, Executiva Director, General Manager or any
other designation other than_Manager,

A Manager of a Community Bank ¢annot also be a Director of the
Bank but attends all meetings of the Board in an ex-officio capacity.

BRANCHING:

No Community Bankis allowedto CREATE, OPERATE AND UTILISE
a branching system. A Community Bank must striveand endeavour
to effectively cover and serve its caichment area - (the community).

COMMUNITY BANK LOGO:

For uniformity of identification, the logo 'below is the official and
standard logo for use by all Community Banks.

- {abreres o0 iy

- Whiile
C B e ; Caoemn Crdlo
P . nnga

aimmm. = Caoon Lottars

For effectivu coverage and 1o prevent overlapping, a Communmity Bank must
provide for the approval of the NECB a map showing the extent of its
calchment area. Communily Banks are advised to soek to build up as
comprehensive adossier as pessible on all categorias of economic actors and
small scale producers within their catchment area to assist in elfectively

mobilising savings and promoting local development.
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Sho xaminen o exercisn duty of cue,

SO0 Bpecial examimation

J7 Hovocation ol icopes,
28 Tadlura 1o supply information
29, Inasurablo doposit,

30, Duly ol cao,

31, Powar lo provide course of training.
32, Docroo subject 1o 1901 No, 24,
B Dadaggation of Tunetion.

Mo Hagulabions

34, Junisdiction to ry oflancas.

36, Interpratation.

A7 Cilation and commencamant,

Docroo No. 40

[#300es oo 1/

Commancomant.
20th Apndl, 1860

THE FEDERAL MILITARY GOVE RNME NT haroby docroos as lollows:-

to(1) A communily o group ol communitios may
astablish a Community Bank (in this Docreo rolorrod 1o
asca - “hank™) for the puipese of -

(i) promotng tucal davelopmant through the provision
ol linanee and bankingg senvicen,

(b) anhancing the rapid dovelopmaoent ol productive
aclivitios espocially in the rural areas; and

() improving the scononie status of small seale pro
ducars both o the tarad and wihan araas,

(?) A uummuniw or gpronp of conuninibiss dasiong o
astablish o bank shall apply, In writhig lmc}um. tha
Nettional Boand for Commumity Dankes, 10 1he Covornos
ol the Gentral Dank of Nigota (in this Docroo tolonod o
e “the Covornor™) Tor the grant of a licanco.

(23) Anapplication lor aiconco undar subsection (2) ol
this section shall be accompanied with the following,
that is -

() o dalt copy ol the mamatandum and aaticlos ol
associntion of the proposod bank;

(b) documantary evidunoa thal-

f-stablishimont
ol Community
Bank, olc



(i) the applicants are able to raiso tho minimum equity shao
capital,

() the promizon nought 1o be used are constructod and
aquipped to such a stondmd as the National Bonrd fo
Commuailty Banks may proncribo;

(c) allst ol the shareholders, direetors and principal officars of the bk
and tholr particul s;

*(d) the prasciibed application feas; nnd

(@) auch othar Information and documants as the National Doard 1o
Community Banks and the Cantral Bank of Nigeria may, o tine 1o
tima, spacily.

(4) Whare an application is mado through the National Bomd tor
Gommunity Banks in accordanca with tha provisions of subsoction (7)
of this saction and is acecompaniod by suchin‘ormation and documaent .
anarg tequitad undear Wik sabinaction, lhu Nt Beradtlon Conuunuly
Banks shall, if satisliod-

(n) a8 1o tha adoqguacy and suitability of tha prsmises sought 1o b
used; and

(b) that the applicints

) capablo of complying with susch condilions o may
mposed o altachod 1o e liconee,

i) inallothor respocts sutabla patson 1o ba granded aliconee,
acommunid o tha Covarnon the granting of alicance, subjec:

o such conditions as may be iimposed or as may ba allachod
therato,

2.-(1) Thore is howby establishod for the promotion, dovelopimont,
maonitaring and gonaeral suparvision of n bank. undor this Docroo, o

National Board lor Community Banks (m this Docroo tatagred to g "he
Board"). B ol T (]

(2) The Board shall ba a body corporate with parpatual suceassion
and agommon saad and may o and ha duad o g carpotate nime

(3) The Board shall consist of a Chaitman, o Seototiny ad the
followlng other members, thal i

(1) » repranentative nach ol
(i) the Federal Ministry of Finance,
(iijthe Diractorata of Food, Roada and Raal Intretiuctues,
(lif) tha Presidancy; and

(b) four other persons.

3/

Lotabdishionom

of e National
Board 1or -Com
sty ks, ole



(4} The Chairman, Secretary and the four other persons
referred to in subsection (3) of this section shall be
appointed by the President, Commandat-in-Chief of the
Armed Forces.

(5) Aperson appointed as a memberof the Board, other
than an ex-officio member -

(a) shall hold office tor a period of three years from the
date of his appointment and may be eligiole for re-
appointment for one turther period of three years and
thereafter he shall no longer be eligible for re-
appointment.

(b) may resign his cffice by a letter addressed 1o the
President, Commander-in-Chief of the Armad Forces
and the resignation shalltake effect from the date of the
receipt of the letter by the President, Commander-in-
Chief of the Armed Forces;

(c) shali be paid such remureration and allowances as
the Board may determine.

(6) The Board shall meet 2~ such tlmes and places as
the Chairman shall direct.

(7) The quorum at any meating of the Board shali be
five, consisting of two public and three non-public
officers who are members of the Board.

(8) The Board shall have the power to appoint its
officers and other employees on such terms and condi-

tions asthe Board may from time 1o 1 time detarmine.

3.-{1) The Board shalt establ sh and maintain a fund for
the promaotion and development of banks under this
Decree.

{(2) There shall be paid and credited to the fund estab-
lished pursuant to subsection (1) of this section -

(a) such moneys as may be provided by the Govern-
ment of the Federation or of a State far payment into the
fund; '

(bY fees charged for services rendered by tha Board;

(¢) all sums accruing to the Board by way of gifts,
testamentary disposition and endowments or contribu-
tions from philanthropic persons or organisations or
otherwise howsoever.
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4.-(1) The Loard may accept gifts, grant, gifts of land,
donations, money, voluntary subscriptions or other
property beguests upon such terms and conditions, if

any as may be specified by the person or crganisation
making the gift.

(2) The Board shall notaccept any gift, grant ordenation
under subsection (1) of this section, if the conditions
attached to the acceptance thereof are nconsistent with
or inimical 1o the objectives of the Board under this
Decrse.

(3) The Board may, subject to the provisions of this
Decree and the conditions of any trust created in respect
of any property, invest its funds including any of its
surplus funds in any securities as it may approve.

5. Without prejudice to the provisions of section 1 of this
Decree, a bank licensed under this Decree shall -

(a) accept from persons various types of deposits,
including savings and time and target deposits;

(b) issue fof the purpose of raising funds, redeemable
debentures to interested parties;

(c) receive or collect on behalf of its customers, moneys
or proceeds of banking instruments;

(d) provide for its customers, ancillary bz nking services;

() maintain and operate vérious_types of accounts with
other banks in Nigeria;

(f) invest its surplus funds in suitable instruments,
including the placing of such funds with other banks;

(g) provide credit facility to its customes;

(h) operate equipment leasing facilities designed to
ensure the a~cess of its customers to farm inputs;

(i) perform such non-banking functions as may promote
grass-root development within the bank's geographical
area; and

(i) “do anything in connection with or incidental to the
functions conferred on the bank by this Decree.

6.-(1) A bank shall not without the prior approval of the
Board and the Central Bank of Nigeria -

(a) open or close any cash office within its geographical
area in Nigeria; or

Power to
accept Gift

Functions of
a bank

Restriction
on certain
transactions.




(b) engage in any foreign exchange transaction.

(2) Any bank which acts in contravention of the provi-
sions of subsection (1) of this section commits an
offence and is liable on conviction to a fine ol N200 for
each day during which the o'fence continues.

7. Except with the prior approval of the Board and the
Central Bank of Nigeria, no bank shall enter intc an
agreement or arrangement -

(a) which results in a change in the control of the bank;

(b) for the sale, disposal or transfer of the whole or any
part of the business of the bank;

(c, forthe amalgamation or  erger of the bank with any
other person or body;

(d) for the reconstruction of the bank;

(e) to employ a management agent or to transfer its
business to any such agent.

8.-(1) The minimum paid-up share capital of abank shall
be N250,000.

(2) Notwithstanding the provisions of subsection (1) of
this section, the Board shall, subject to the approval of
the Governor, have power, from time to time, to vary the
minimum paid-up share capial.

9. Notwithstanding the provisions of the Companies
and Allied Matter Act or any egreement or contract, the
voling rights of every sharehalder in the bank shall be
proportional to his contributon to the paid-up share
capital of the bank.

10.-(1) Notwithstanding anything contained in any law
oy o Lo e oo, oot on oolhien e vl
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st Whee Diodobesr o cuvy shvoro o o boands oo thor o il
thie Bitlo 1o tho s shiono versbom amy poreon ot than
tha sogstatodd bodddey

(2) Nothing i this soction shall Lo aosul or olhon
procueding, on buhall ol a4 nunot or purson sullenng
from any mental illngss on the grounds that the regis-
tered holder holds the share on behalt of the mmor or
person suffering from the mental illness.

11.-(1) It atany time after the grant of a licence to a bank
a change occurs in-
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(a) the persons who are directors of that banx; or

(b) the person in accordanca with these directions or
instructions the directors of that bank are accustomed to
act,

the bank shall within cne month serve on the Board a
notice giving details of the change.

(2) Any bank which fails to comply with the provisions of
subsection (1) of this section commits an offence and is
liable on conviction to a fine of N50,000.

12.-(1) Forthe purpose of improving the working capital
of a bank, a bank may upon application to the Board
request for a matching loan or advance not exceeding
N500,000 at such rate of interest not more than the
Central B.ink of Nigeria minimum re-discount rate or al
apercent.ge o be determined, from time to time, by the
Governo:

(2) Any loan cr advance made to a bank pursuant 10
subsection (1) of this section shall -

(a) be repaid within a period of not more than five years
from the date | was grantec; and

(b) not be written off and shzll, for winding up purposes,
rankK in priority to wages or tax.

13. Nobank shall pay any dividend on its shares unless-

(@) any loainor advance secured under section 12 of this
Decree has been fully repad,

(0) allits preliminary expenses, organizationalexpenses,
shares selling commission, amount of losses incurred
and other capitalised expenses not represented by
tangible assets have been completely written off;

(c) it has complied with anv requirement of the Board
pursuant to section 16 of this Decree.

14.-(1) A bank shall at all times-display at its office its
lending and deposit interest rates and shall render tothe
Board informationonsuchrztes as may be specified from
time 1o time by the Board.

(2) Ahank found in breach of the provisions of subsec-
tion (1) ot this section comimits an olfence and 1s hiable
on conviction 1o a fine of NS0 for every day during which
the offence continues.
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15.-(1) A bank shall cause to be kept at its office, proper

books of account with respect tc the transactions of the
bank.

(2) If any person being a director, secretary or ofticer of
a bank - '

(a) fails 10 take all reasonable s eps 10 secure compli-
ance with the provisions of subsection (1) of this section;
or

(o) has by his wiltul act, been the cause of any default
thereof by the bank, he commits an offence under this
section and is liable on conviction te a fine of N50C or to

imprisonment for a term of 3 mont1s or to both such fine
and imprisonment.

16.-(1) A bank shall submit to the Board not later than
28 days after the last day of each month or such other
interval as the Board and the Central Bank of Nigeria
may specily, a statement showing-

(a) the assets and liabilities of the bank;

(b) an analysis of advances and other assets of the
bank;

~ (c) any other information that may be required by the
Boardeand the Central Bank of Nigzria.

(2) The Board may, if it deems it fit, require a bank to
submit such other information, documents, statistics or
returns as the Board may deem necessary for the proper
understanding of any statement supplied.

3) The Board shall submit pericdic returns 1o the
Ceantral Bank of Nigeria as may be required, from tume
to time.

(4) Every statement and information submitted by a
bank under this section shall be regarded as confiden-
tial.

(5) A bank which fails to comply with the provisions of
subsections (1) and (2) of this section commits an
ofience under this Decree and is liable on conviction ¢
a fine of N100 for each day during which the offence
continues.

17. In adaition to the powers conferred on it under this
Decree, the Board may require any lawiully authorised
person having access to a bank at all reasonable times
to supply to it information in such form as the Board and
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ine ventral dank of Nigsria may, from time 1o time,
require, relatingto, ortouching on or concerning maters

- affacting the interestof deposiiors o-shareholdersof the
bank.

18. Subject to the prior approval ¢f the Board, a bank
shallnot later than 4 months aftartha end of the financial
year cause o be axhibited at its office copies of its
balance sheet and profit and loss azcounts duly signed
and containing the fuil and correct names of its directors.

12. (1) There shall be appointec annually by every
bank, an auditor whose duties sha | be to maka to the
shareholders, a report upen the annual balance sheet
and profit and loss account of the bank and every such
report shall contain a statement as to the matters and
such other information as may be prescribed, from ime
to time, by the Board.

{2) Forthe purpase of this section, the auditor shall be
an auditor who is-

" {a)amembercotoneofthe professionalbodies recognised
in Niger.a;

(b) approved by the Board;
{¢) resident in Nigeria; and

{d} carrying on in Nigeria professional practice as an
accountant and audiior

(2) A person who -

{a} has an interest in the bank otherwise-than as a
depositar; or

(Y 15 acdirector, olheer or agent ol he bank;

Sk anemon whoeh adirecion of abankis interested as
artrer or drector;

d) is indebied 10 e bank,

shall no: be eligible tor appointment as the auditor ‘or
such a bank.

(2) A person appointed as an auditor who subsequertly

(a) acquires an interes! in that bank; or
b) becomes a director, officer or agent of that bank; o

) LeroMaes nueoted us o panne s a myinwhich a
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director of that bank is interested as partner or director,

shall ¢ 2ase to be such an audito".
20. - (1) No bank shall -

(a) employ or continue the employ ment of a person who
at any time has been adjudged bankrupt or has sus-
pended payment or has compournded with his creditors
or has been convicted by a court for an offence involving
fraud or dishonesty or professional misconduct; or

{b) be managed by a management agent except as may
be approved by the Board and the Central Bank of
Nigeria.

(2) Except with the approval of the Board, no bank shall
have as a director a person who s a director of -

(a) any other bank;

(b) companies which among themiselves are entitled to
exercise voting rights in excess of five per cent of the
total voting rights of ali the shareholders of the bank.

(3) Every director, secretary or cificer of a bank shall
sign a code of conduct in such form as the Board may,
from time 1o time, prescribe.

21.-(1) Every bank shall before appointing a director or
manager seek and cbtain the Board's writlen consent
for the proposed appointment.

(2) No persen shall be appointed or shall remain a
director, secretary or an officer ¢f a bank who -

(a) ‘is of unsound mind or, as a result of ill health, is
incapable of carrying out his duties; or

(b) is declared bankrupt or suspends payments or
compounds with his creditors, including his bankers; or

(c) is convicted of any offence involving dishonesty or
fraud; or

(d) is guilty of serious misconduct in relation to his
duties; or

(e) inthe case of a person possessed of proiessional
qualification, is disqualified or suspended (otherwise
than of his own request) from practising his profession
in Nigeria by the order of any competent authority made
in respect of him personally.

Prohibition of cer-
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(3)- Ne person whe has been a director of or directly
concernedinthe maagementof abank which has been
wound up by the Federal High Court shall, without the
express authority of the Governor, act or continue to act
as a director of or be directly concerned in the manage-
ment of any other bank.

(4) A person whose appointment with a bank has been
terminated or who |.as been dismissed for reasons of
fraud, dishonesty or conviction for-an offence involving
dishonesty or fraud shall not be employed by any bank
in Nigeria.

(5) A bank which knowingly acts in contravention of

subsection (1), (2), (3) or (4) of this section commits an
offence wnd is liable 3n conviction to a fine of N50,000.

(6) It shall not be a defence for any director, secretary
or officer of a bank, 1o claim that he is not aware of the
provisions of subsection (4) of this section, except he
can prove that he had obtained prior clearance of such
a person from the secretary of the Banker's Committee
who maintains a register of terminated, dismissed or
convicted staff of banks on the ground of fraud or
dishonesty.

22. - (1) No manage: or any other officer of a bank shall-

(a) in any manner whatsoever, whether directly or
indirectly, be interest 2d in any advance, loan or credit
facility and if intereste i he shall declare the nature of his
interest to the bank;

(}n- Cpraanel sunvy iV . er, baouny ame tperahil bom iy b sy
procetann e e A T O e T e

todors s s perbaabioses ool the bovnds |

(<) Lol cene o tosanll ol oy cudvauw o, e o v cochil
fav ity apranted by thee by

2) Any managorn o olbeor who contiavenos, o ol o
coniply with tha docoment of subsecion (1) of e,
sochion comenls an oftonco cad e labslo oo convie tion
1O o hine of N 10,000 G wnptsotunent lor o teo ol one
year or to a hino and wonprsonmeont and in addibon, any
gauns or bonolits accrang o a porson convictod undor
this section by reason ol such contravention, shall be
forleited 10 the Government of the Fedoration and the
gains and benefits shall vest accordingly in the
Govermment,
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.-, —wiy GIrEClOr, Secretary, officer or employee of
abank or any other person receiving remuneration from
suchbank, who asks for or receives, consents or agrees
to any gift, commission or employment, sarvice, gratu-
ity, money, propeny or thing of valua for his own per-
sonal benefit or advantage or for that of any of his
relations from any person othet than from his bank-

(a) for procuring or endeavouring to procure for any

person any advance, loan or credit facility from the bank,
Qar

{b) for permitting any person 1o overdraw any account

with that bank without proper authority or compliance
with rules and guide-lines for this purpose,

commits an offence under this section and is liable on -

conviction to a fine of N2,000 or to imprisonment for a
term of 8 months or 1o both such fine and imprisonment

and in addition any such gift shall be forfeited to the
Government of the Federation.

{(2) The provisions of subsection (1) of this section shall
not in any manner derogate from and shall be without

prejudice 1o any other written law relating to corruption
or illegal gratification.

24. The Governor or the Board shall have power to
appoint such number of examiners who shall -

(a) be officers of the Board orthe Central Bankof Nigeria
with powers 1o examine periodically and under condi-
tions of secrecy, the books and affairs of every bank;

(b) have a right of access at all times to the books,
accounts and vouchers of the bank;

-

(c) be entitled to require and obtain information and
explanation from the directors and officers of a bank as

may be deemed necessary in the performance of their
duties; and

(d) have access to any account, returns and information
with respect to any bank under tha provisions of this
Decree which are in the possession of the Board.

25. -{1) Inthe exercise of the functions of an examiner
appointed pursuant to section 24 of this Dacree, an
examiner shall exercise reasonable care to prevent
unreasonable hindrance o the day-to-day activities cf a
bank and confine the investigation to matters of facts

de¢ med necessary for the examination.
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v A pank shall produce, as and when required, all
books, accounts, Jocuments and all information as the
examiner may deem fit in the exercise of his functions.

{3) Wt shall be an vlience undar this Dacree for a bank
1o -

{a} wiliully refuse 10 produce any book, account, docu-
ment or informadicn; or

(0} negligently, wiliully or with intent 1o defraud, give an
information which is false in any material particuiar.

(4) A person guilty of an offence under this section is
lable on conviction 10 a fine of NS00 orto imprisonment
for a term of 3 months.

(3) An examiner chall torward a report of his findings
direct to therGovernor or the Board.

26. - (1) - The Governos may at any time appoint two or
more qualified persunsto make a special examination of

the books and aflairs of a bank under conditions of

secrecy where the( sovernor is of the opinion that A bank

o) ey e ey aes peab e e 1 O e doitnnonital

to U stonarst aaf e chogaonatant vl creditag s,
() tnay L cgodloe o s oot of Thaes Brociow,

() nay notbucomgdying wilh Hre dorochvo agvon by tho
Cunbral ok ol Nigorso ol thia Lioasd,

(2)  Tho Govomor shall havo powaor 1o ordor thad
oxponsus naidoental to an exatninalion o nvousbhyalion
be paid by the banh examined or inveshgated.

27.-(1) Where the Board has reasonable grounds for
believing that a bunk has -

(a) ceasedto carry on, within its specitied geographical
areg, the type of baniing business tor which the licence
wasissued forany continuous period of six moaths orfor
any pertiod aggregatiig six months during a centinuous
period of twelve monihs;

(b) gone into fiquidaton or been wound up or otherwise

dissolved:

(c) failed to compiy with any condijtion subject to which
1he licence was gramed;

{d) insufficient assets to meet its liabilities or that its
praimises are no longar fit to be used as a bank:
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(e) failed 1o comply with any cbiigation imposed upon it
by or under this Decree,

the Board may, after giving the bank tha opportunity of
being heard or making representation, by notice in
writing require it before the date specified in the notice
to remedy, to the satisfaction of the Board, the defects
or observations specified in the notice. -

(2) lfthe bank fails to comply with the requirements of
a notice under subsection (1) of this section before the
date specified thersin, the Board may, after calling on
the bank to show cause why its licence should not be
cancelled, recommend to the Governor the revocation
of the licence.

£8. Where apersoniawfully required to supply informa-
Lon necessary 10 achieve the cbjectives and purposes
of the Board anc the Centrgl Bank of Nigeria -

(a) supplies information which he knows to be false or
supplies it recklessly as 1o its truth or falsity; or

{b) without reasonable excuse, fails to comply with a'ny
requirement of the Board and the Central Bark of
Nigeria,

the supply or tuluis 1e supply, as the case may be, as

therein provided, waull be an olfence under this seclion
punishable upon conviction by payment of a fine of not
less than N1,000 or to imprisonment for a term of not
fess than four months,

29.-(1} As from the commencement of this Dec-ee,
every bank with a deposit of not less than N5 miltion or
such amount as muay be delerminead, fram time to time,
by the Governor shailinsure its deposit liabilities with the
Nigerian Deposit Insurance Corporation.

(2) The provisicns of the Nigerian Deposit Insurance
Corporation Act shall have effect as if such abank s a
participaling institute under that Act.

30.-(1) Any persoin who, being a director, secretary or
an ofhicer of a ban,., fails 10 take all reascnable care 10
secure-

(2) compliance witn the provision of this Decree, or

{2) the avthenticity of any statements submitted pursu-
ant to the provisions of this Decree,

commits an offence and is liable on conviction to impris-
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onment for a term not exceeding six manths or to a fine
not exceeding N2,000 or to botn such imprisonment and
fine.

31. Inthe discharge of its duties under this Decree, the
" Board shall have power o provide the officers and other

staff of the banks as it may determine courses of training—

for the purpose of improving their efficiency.

32. The provisions of this Decree shall be subjectto the
provisions of the Banks and Other Financial Institutions
Decree 1991.

33. The Covernor may if he deems it fit delegate to the
-Board any of his functions under this Decree.

34. The Board may with the approval of the Governor
make such regulations as may be required, from time to
time, for the carrying inwo effect of the objects of this
Decrse.

35. Notwithstanding the provisions of any other written
law, the Federal High Court shall have jurisdiction to try
any offence against this Decres and to impose the full
penalty prescribed.

36. In this Dacree unless the context otherwise re-
quires-

“pank’” means a Community Bank licensed under this
Decree and whose business is restricted 10 a specified
geographical area in Nigeria;

“Board”"mea.isthe National Board for Community Banks
established by secticn 2 of this Decree;

“community” means a group ol people who possess a
common bond arising from residence, occupation,
profession or other similar attributes and who interact,
fairly frequently in pursuit of economic or social goals;

"director” includes any person by whatever name he
may be relerred to carrying out or empowerad to carry
out substantially the same functions of a director in
relation ta the affairs of a company incorporated under
the Companies and Allied Mattaers Act;

"Governor” means the Governor o any of the Deputy
Governors of the Central Bank of Nigeria;

“licence” means a licence issued under this Decree.
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s/. 1nis Decree may be ciled as the Community Banks
Dectee 1992 ana shall be deemed 10 have come into
force on 28th Aprii'1950,

MADE at Abuja this 41h day o1 June 1992

Presicznt, Commandear-in-chiaf
of the Armed Forcas,
Federal Repuolic of Nigeria.
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QUESTIONNAIRE

The purpose of this questionnaire is to establish the

role community banks are playing in the development of

banking habits in Nigeria a case study of Gwong Community

Bank, Fadan Kagoma.

Please, kindly give the necessary response to the

underlisted questions. Be rest assured that information so

provided will be treated in high confidence.

z I

10.

11.

Occupation
Sex (M /[ F )
Age:
Educational gqualification: None( ), Primary( ),
Have you ever opened an account in any bank before?
Yes( ) No( )
Do you have an account with the Gwong Community Bank?
Yes ( ) No( )
Are you aware that the Gwong Community Bank give loans?
Yes ( ) No ( )

Have you ever sought for a locan from the Gwong
Community Bank? Yes( ) No( )

What purpose was the loan for? Farming ( } 1

Livestock ( ), Trading( ), Purchase of
equipment ( ), Others specify
Were you given the loan? Yes( ) No ( )

If the answer to guestion (10) above is No, what was

the reason given for the refusal?
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13.

14.

15,

16.

17

Are you aware that Gwong Community Bank gives advice on
Business matters? Yes( ) No( )

Are you aware that Gwong Community Bank gives advice on
Financial matters? Yes ( ) No( )

Have you ever gone to the Gwong Community Bank for any
such advises? Yes( ) No ( )

Do you always save your money with the Gwong Community?
Yes( ) No( )

If the answer to 15 above is No., What are the reasons?

Comment freely on what you feel about Gwong Community

Bank Fadan Kagoma

Thank you for your sincere response and co-operation.

PETER BELLC

DEPT. OF BUSINESS ADMIN.
FACULTY OF ADMINISTRATION
A.B.U. ZARIA,.



14.

15.

16.

17,

18.

In amsoshin tambaya na sha-daya 1 ne, ka taba zuwa
neman | '

Fadan Kagoma a yanzu? i ( ) atm )

In amsan i1 ne, wace shawara ne? Sha‘’anin Kudi ( )
Sha’anin kasuwanci ( )

Ko ka kan yi ajiyan Kkudika kullum a Gwong Community
Bank? i ) a’a( )

In ba haka bane dalilin?

Fadi ra’ayinka game da Gwong Community Bank Fadan

Kagoma.

Na gode da amsoshin da ka bayar.

PETER BELLO

DEPT. OF BUSINESS ADMIN.
FACULTY OF ADMINISTRATION
A.B.U. ZARIA.



Appendix 5
HAUSA
TAMBAYOYT

Duka amsoshin da za a bayar anan, na dauki alkawarin

zan yi amfani da su a asirance.

1

2.

3.

10.

11

12.

13-

Sana‘arka

Namiji ko Namace

Shekarunka

Iliminka: Babu( ), Firamari( ), Sakandari ( )
Jami’a ko Polytechnic ( )

Ka taba bude asusun ajiya da Gwdng Community Bank
Fadan Kagoma a yanzu? i ) a'a ( )

Kana da asusun ajiya da Gwong Community Bank Fadan
Kagoma a yanzu? i ( ) afa { )

Ko ka san cewa Gwong Community Bank na iya bada bashin
kudi? i( ) a‘a ( )

Ka taba zuwa Gwong Community Bank neman bashi? i ( )

a‘a ( )
Me kaso kayi da bashin? Noma( y, Kiwo( ;o
Kasuwanci ( ), Sayan kayan aiki( ), ko wadansu

abubuwa ka fade su

An baka bashin? i( ) a’a( )
In ba a baka ba, menene dalilin da aka bayar na kin

baka bashin?

Ko ka san cewan Gwong Community Bank na iyva bada
shawara game da sha’anin kudi? i( Y; ata( )
Ko ka san cewan Gwong Community Bank na iyva bada

shawara akan sha‘anin kasuwanci? 1 ( ) a'a (



QUESTIONNAIRE. , "ot
|
The purpose of this questionnaire is to establi. the role
Community Bank are playving in the develdpment of ban! ng habis

in Nigeria., A case study of Gwong Commuaity Jank Fada. Kagoma.

Please, Kindly give the necessary response to the
underlisted questions. Be rest assuried %hat icformztion sH

¥
provided will be trieated in - onfidepce:

1. What date was the CGwong Community Bank establisted?
2. Specify the type and number of accounts so far opened in

the Community Bank.

TYPE OF ACCOUNT NUMBER OF ACCOUNT HOLDER

1
o |
— - I :
:

1 Are there cases of customers closing their accout; in the
bank.,

4, Customers nust have given some. rieasons for such closure

can you meation them?

) e List the types of loans and credit facilities usually sought
for by customers, ¢

l. 2.




.,
1
[ 1

L] LY

Comment on loan payback b- your»?ustgmers;

Can vou state the number of loan defaults:-so far recorded

Does your bank offer financial and epusiness serivices to

its customers?

Comment aon thosa services generally sought for yout

customers.

Give the number of these account holder in your bank.

14 Farmers
v Civil Servants/Other workers.
3. Businessmen.

4. Students

Comment generally on the Gwong Communitys atitude .on

Community Banking.

Give general comments on the prospetts, sroblems and

1
achievements of CB in relation to bankinz habits among



the Gwong Community

Thanks for your sincere response and cooperation.

L
-

i

L

PETER BELLO

DEPT. OF BUSINESS ADMIN.
FACULTY OF ADMINSTRATION
A.B.U., ZARIA.



