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ABSTRACT 

The study was ccirried out in Imo State of Nigeria 
. ' 

because it poss~s~ed much of th~ favpurable conditions for 

achieving Community Banks' (CBs 1
) objectives~ A combi~a-

. ~-----··------ . 

tio~·o~ purposive, simple and stratified random sampling 

techniques/were used. 

Respondents showed 100% awareness .of CBs services. 

CBs paid le:5·s attention to s__ocio-econom-i.£-:---c;:hg_:r_gc;__tg_~_s 

in loan disbursement~ A 19.88%.sponsorship of tB agri-~~--- •. ·.· ,• 

business· borroy1ers 0 investments by CBs was observed. · 

R~cords sh~w that 1~.83% of CBs loan portfolio went to 

agribusiness. . Mu eh. 0 f g_9.!_~J.!.-S-.t!:!~S._S . is s t i 11 s po nso red. 

f rorn personal savings i n-dicat ing inaciequ_ate ere di t supply 

and under-fundingo Many CBs also aided develop~ental ·,. 

proiects th~s improving the·eco~omic well-being of th& 

rur~l' people. 

Regression analysis 'showed that net income, locin size 

and age played significant roles in. ~~~I)t, \-th3.le 

age and loan size showed negativ~ effe~ts; net income had 

positive effect. 

A mean difference in the net incqme of CB borrowers. 

and non-borrowers was observed in favour· of borrowers~ 
. . . 

The difference ho~~ver did not prove statistitally 

significant. 
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The borrpwers were found operatin~ on high own~isd 

equity/ total cap.it al r·at io of 80. 12%. Return per common 

share capital of.M279.89 to M204.52 invested was a·sign 
. ', 

of high profitability awaiting· investors. Livestock was· 
as 

identified/the most. profitable enterprise. 

Discriminant analysis showed that· net income 

contributed 94.83% to loan repayment while loan size 

co~trib~~ed 5.16%. Both exerted positive influences •. 

Loan repaymerit rate was -found high. The percentoge of 

"grouped" cases co~rectly. classified as good credi.t ·risk 

.- w.as 76. 92%' •. · 
, 'q 

~he chro~{c problems of del9y and insufficient loan 

amou~~s were f~un~ hinderi~g agribusirie5s develop~ent~ · 

Irregular.repoyment and improper completion of forms also 

f6rmed part of the loan administration's bottlenecks. 

Mobilization of more funds was seen as.the surest 

way of making CBs invest more on agribusiness •. 
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'LLO 

CHAPTER ONE 

INTRODUCTION 

Backgr~und Information 

1 . 

Ever since, at leasl the time of ·Ricardo, the 
I 

theology of development has emphasized that agricui~ 

tural progress contribuies t6 the growth of the 

economy through su~ply of food stuff ·and raw 

mdterial~, prcividing investment funds to non

agricDlt0ral sectors, enhanting the financial 

position~~ farmers. ther~by increasing thei~ demand 

.for products from other sect6rs.nnd by earning 

foreign exchange through export or by saving foreign 

exchange through import· substitution. Ricardo viewed 

the problem of diminishing returns in agriculture as 

crucial. He believed· that the li~itations on !he 

growth of agricultural output sets th~ upper limit 
I 

to the growth of non-agricultural sectors and· to 

capital for-matiori (Meier, 1989). 

Nigerian agriculture had ~ntirely been subsis

tence until the advent ;f ·the col6ni·bl administratiori. 

A'youth wishing to engage in agribusiness did so 

without money involvement. He inherited h·ii piece 

of farm land, got his crops .by inheritance or through 

share-cropping. The lab~ur for the farm operations 
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was obtain~d. through labour excbangeo The proceeds 

were partly consUJTJed by the family and partly 9iven 

out as gifts. Some of it were exchanged for what 

the family could not produce. Some were used to 

pay tributes to chiefso 

The British colon{al administration monetized 

the traditional agricul~ural economy by purchasing 

agricultural products and introducing taxatiori 

. (Okorie and Umezurike,. 1990). When the economy 

became ·monetizsd, food items surpluses were sold for 
·., 

money. Money became the medium of exchange. The love 

for its acquisition developed~ Consequen~ly people 

ga~e little; out as gifis and even resisted tributes 
' 
to chiefs. Family labour increased.in· the. farm 

against leis~re which was highly indulged in. The 

hiring of iabour ~utside th~ f~mily became necessary. 

As more and more money we~e introducad into th~ 

economy throu~h the pur~hase of more agricultural 

products, money came to be used in developing the 

economy. As farmers entered the market economy, and 

needed more funds to increase production, the ·need for 

·Credit arose. 

Agriculture became a key fa9tor in the economic 

growth ofithe nation. Recognising the importan6~ of 
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3 

agriculture in the food needs of the nation, government 
I 

in her Fifteen Year Agricultural Development Policy 

adopted a food first philosophy as the first step_ 

towards self reliance and.economic ~ecovery •. A lot· 

of agricultural development packages were embodied 

in th~ .pl6n. Such packages included i~creased foo~ 

crops and raw materials production,· and processi1ng to 

improve taste and shelf life of _agricultural.produce. 
. . . . ' . 

During the "Green Revolution Programme", · an 

ambitious agricultural growth rate of 6.6% was 

adopted, and 7.2% growth rate was adopted in the 

1995 budget. Fertilizer subsidy remained as high as 

~300.00 per 50kg bag, completion of -fertiliier plants 
. . 

was given priority, the provision of counterpari funds 

for Agricultural.Development Ptog~amme (ADP) and th~ 

National Agricultural Land Development.Authority 

(NALDA) was pursued. Th~ pr9~~si6n 6f Strategic 

Giains Reierves with silos was given ad~quate 

attention. {Budget, 1995). These were to give 

agriculture its pride of plbce~ 

As the volume of money in the economy increased, 

pa~tly as- a· reiult of administering the Southern and 
I ' • • • 

Norther~ protectorates, and partly as a result of 

increase in economic activities,, the colonial master· 
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established a branch of Afric~~ Banking Corpotation 

in Lag6s. This l~ter became the British Bank of West 

Africa (BBWA) (Okigbo, 1981). Money was given in 

advance· to the whi teman ° s· produce buying agents to 

advance to farmers, thu~ p~oviding the ne0ded credit 

f6r incr~ased production. The farmers used the money 

. to hire extra labour in order to meet· up the demand. 

With ti~e the need to est~blish indigenous banks 

arose~ It was alleged that Nigeridni were discrimi

nated against by foreign owned banks who aided foreign·· 

~ntrepre~euTs at the ~xpense 6f Nigerian entrepreneurs. 

Consequently the National Bank of Nigiria was establ~shed 

in 1933 and the African.Contihental Bank was open~d in 

1947 among others (Eyo, 1979; Nwankwo, 1985)0 

The ability to save the· generated revenue for 

investment failed amon·g the farmers and other agri

business entrepreneurs, a development which has 

persisted till date. Peo~le spent.~11 their seoson 1 s 

income on coniumables, only hoping for another income 

durjng the next season. They got involved in merry 

·making parficularly during festiviti~s. ~hese 

festivals; were carefully sli;:ited for_ the harvest 

pericids when food and money were plentiful. Achebe 

(1980), describing the quantity.of food used.during 
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such festivals told th~ story of a man who irivited 

his brothers, sis~ers, inlaws and friends to a feast. 

He reported that the m~n iet such a mound of foo-foo 

before them that a visitor ~ho arrived after the 

~ating parade had started could not see his friend 

on.the oppo~ite side, u~til late in tha evening when 

the moundi ~f foo-foo had been reduc~d. It was then 

thbt they e~changed ~and shake across • 

. The savings_ habit was not ,in the people because 

there weie no reliable findncial institutions within 

thei~ vicinity. Efforts to save with the tsusu Club~ 
I 

and Thrift S~ving Groups ·failed as they often erided 

up in litigations over claims. Saving with rich 

friends and relations also "failed. They often did 

not retu~n the money on demand. The accumulation of 

capital in any developing economy requires· a reliable 

financial intermediary to mobilize.savings and ;hannel 
' 

:credit to_ investments that can lead to increases in 

capital stock (Meier, 1989). The establishment of 
'.', 

more·commeicial banks and their branches did not help 

matters much. Okigbo (1981), reported th~t there were 

about eighteen banks, with five hundred-and eighty~ 

five branches _nation-wide, yet the grassroot banking 

needs were not met. The R.ural Banking Prograrnm'e which 

was about 78% successful could not iedress the situation9 
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Bahk distribution stood at 775 to the rurql areas 

and 1703 to.the u~ban areas, a iatio of 1:2 

respectively (CBN, 1993)" 

Table 1.1: Bank Distribu~ion to Rural and 
Urban Areas. in Nigeria. 

Bank 

Commercial 

Merchant 

· Total· 

Ratio 

Rural 

775 

775 

Urban 

1577 

126 

1703 

2 

Source: Adapted from Table 8.8 on pages 
102 and 103 -0f 1993 CBN, Annual 
Report. 

6 

It was to rectify this imbalance that the 

Federal government gave a distribution ratio of 

Community Banks cis 2:1· to rural and urba~ areas 

respectively '(NBCB, 1992). Community Banking System 

is the latest 6n the list of Federal government 0 s 

efforts to make banking facilities available· to the 

rural comminities to inculcate in them the habit.of 

~avings and· credit m6bili~ation (Babangida, 1996). 

The Community Banking System was accordingly 

launched on 31st December, 1990 with the opening of 

• I 
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Alheii Community Bank in Kaduna State. The ~ystem 

was b a c k'e d u p. w i t h De. c re e 4 6. o f 4 t h J u n e , 1 9 9 2 " T h e · 

decree had Tetrospective effect to 31st December, 1990. 

The objectives of the Community Banking System -among 

others .include:-

- to accept·from persons various types 

of deposi.t; 

- to provide ancillary bankin~ 

to customers, 

. . 
services 

- to provide credit fa~ilities to customers. 

without much recourse to collaterals, 
' 

to operate eqµity le6sing fa~ilities 

designed to ensure access of its 

customers to farm inputs' (NBCB, 1992). 

The decree further stipulated two-third distribu-· 

tion to rural areas and 6ne-third to urban areas 

( 0 nu oh a; .1 9 9 1 ; NBC B , 1 9 92) • 

,, 

A lot of agribusiness·potentials exist in I~o 

State. and.it is hoped tha~ the estc~lishment of 

Com~unjty Bdnks will improve. theit performances.' 

1.2.0 Problem Statement 

Among the farming group of agribusiness men; ~he 

most ·buoyant pe:r;iod is the harvest time. T_hey have the 
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greatest possible amount.of income.and food- it~~so 
I 

.In Imo State this· is about the .month of November 

to February. This is their period of greatest 

happiness and merry making. B~t soon after they 

recoil into their. vicious cycle of poverty. Their 

only savings if any are "for misfortunes · and ceremo

nial expenditures (Belshaw, 1959). They neither _save· 

for investments nor spend .their· money on durabl~ 

property •. If they are not attracted to buying say 

a radio set or bicycl~ ~con after·harvest, they are 

likely to finish their income o~ consumcbl6s (Bronson, 

1?74). jhe farming group a~d ~ome other sub-sectors 

of agribu~iness lack investment capital. This makes 

for little.earning resulting in little or no savings 

for re-investment. 

Lack of saving; often does not purely emanate 

from low inc6m~ but fr6m lack of savings facilities. 

If given the motivation and facilities, they should 

·at.least save 12% of their income·(zuvekas, 1979). 

What h~ needs fa~ a_ savings habit is.an enabling 

economic environment of low inflation and nearby 

reliable financial institution. The rural commercial 

banks close to him have urban and ~lite orientation 

and ~herefore offer him no attraction. What he needs 

is a iural grassroot ~tiented bank. 

i 
·' 
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Lack of investment fund.ha, generally been 

responsible for tlie slow growth rate of agtibusiness.u 

This has brought~ decline in its corttributions to 

the gross national product (GNP). In the 1950°s it 

contributed about 60% of all exports ·(Adeyokunu, 

1980)., while in the 1980's it was about 30% (CBN, 

1993)~ The slow growth rate of the food sub-sector 

2.5% as again~t the population growth rate of 3.0% 

is a matter of .grave concern (Fa~oriyo and Nwagbo, 

19~1). In recognition pf .the dange~ posed by this 

situation, the United Nation and African Heads of 

.-S,tate· declar'ed war against hunger and malnutrition. 

through increased producti~ity policies of ·the agri

business sectoi (N~ankwo, 1981). Nigeria has sin9e 

adopted an ambitious growth rat~ for this sector, 

about 6 "6% ·for· 1980-85 Fourth Nat icr1L'.l D,::velopment 

Per~od (Ngoddy, 1990). · But this has never been 
. ' 

achieved" The resultant effect is heav·y dependence 

on the imporiati~~ of food items. 

One of the problems of Nigerian agribusiness is 

identifying the.real farmers who will bring about·the 

required iricreases and ch.annel the· dynamic credit· to ,:•,.i. 

them. Des'pite the critical. im'portdnce of o.ther .factors 

o1 pr6duction, the inadequacy of credit is the single 

.most i~portant constraint to m6dernizing agricultural 
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production in Nigeria (Chidebelu, 1983). · The small 

farmer has had co~tly static credit .fiom informal 

houses and this ieaves him with \ittle or ~o income· 

at the end. All efforts t~ exte~d ad~quate formal 

credit t·o t hi s category , o f d-g rib us in e s s m c n has 

failed hence government 0
~ resort to novelty banks 

,, 

with graasroot orientation. Community Ba~king System 
. . 

is one ·of latest efforts of 'the military administration 

to··bring about grassroot development (NBCB, 1992). 

Thi~ study went in to determine how the 

C6mmunity. Banks are·solving this grassrcot develop~ 

.me~tal problems paiticularly the agribusiness.sector 

through savings and credit mobi~ization and make 

recommendat.1ons. 

Objectives of the Study 

' . 
· The broad objective of the siudy is to·analyse 

the credit acquisitibn and repayment ·p~rformance of 

·agribusiness holdings under the Community Banking 

System in Imo State of Nig~ria., 

The specific objectives are to:-

1 de~cribe t~e socio-ec6nomic characteiistics 

of Community Banks agribusineis borrowers, 
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2 deiermine the extent to which Co~munity 

Banks ·mobiiiied funds are used to finance. 

· a~ribusiness, and identify other sources 

of agribusiness funds to CB .agribusiness 

borrowersj 

3 determine the .fact.ors that make for lo'an 

repayment, 
·,. 

4 compare the performance of CB agribusiness 

1 1 

borrowers and non-CB ag~ibusiness borrowers, 

· 5 assess the fina~cial 'pbsition of CB agri

business borrowers and predici their credit 

risk .positipn, 

6 determine the problems f9ced by CB agri-. 

business loan beneficiaries and CB officials 

in the agri~usiness credit administration, 

7 make policy recommendations based on the 

·findings. 

1.4.0 · ~ypotheses 

Based on the specific objectivss the nul~ 

hypotheses ~ested ar~:-

1 loan ~epayment is not influenced by the· 

borrowersu ~ocio-economic characteristics, 
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2 there 1s no significant difference in the. 

performanc& of.the CB.borrowers and ·non

CB borrowers, 

. 12 

-3 there is no signifi~ant difference 1n means 

between the characteristfcs of good ciedit 

risk and. bad credit risk borrowers. 

Justification for the St~dy 

Im~ State is a densely .populated.St~te. It has 
. . 2 . ~ 

about 450 persons p,r km (F.O.S., 1993) and abo0t. 

0.17 hectares .of cultivable land to a farmer. About 

80% of its population live in th~ rural area 

(Imo B.P., 1986). 

The rural farme:i:- is very po_or (Olayide., 1980; 

Meier, 1989). To effectively engage this large b~t 

poor human res~urce on the limited land of· Imo State, 

· improved technologi~s have to be cicquired through 

savings and credit facilities. Since ccinventipnal 

banks have failed in this mis~ion, it ·becbmes pei

tinent to study the novelty grassroot banks in their 

bid to salvage agribusiness, the r·ural economy of Imo 

State and the national ec6ndmy. 

Cr~dit availabilit~ ha~ bee~ an age long probl~m 

of the ag~ibusiness operators. The available informal_ 
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institutions have limited funds which they give 

out cit high' costs·whi~h ofte~ leave agribusine~; 

men worse off. The c6nventional banks p~d t~e 

agricultural cr .. edit schemes have not much helped 

matters. They keep asking for collaterals which 

13 

the agribusiness man has· not. But it is the belief 

of the Nigerian government that the agribusine~s 

man°s credit problem has some solu~ion; and has1 

kept searching. The latest effort in this direction 

is.the Community.Banking Syite~ e~tablished to take· 

care of the credit and developmentql rieeds of the 

gr~ssroot without much re~ourse to c~llaterals. 
·, '· 

Having operated for up to five years, it becomes 

justifiab,l~ to look into its efforts in so'lving ·the 

long lingering problem. 
. . 

The findings of this study will benefit the 

agribusines~.men and th.e C6mmun~ty Bahks alike, and 

inde~d the whole nation~ The study will identify 

.obstacle~ to effective loan a~minigtration to.agri

business and proffer solutions. It wiil itudy the 

performance ·of ·agri~usiness projects ~ponsored by 

CBs and:make recommendations for improvements. 
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Concepts ciefinition and Sc6pe of the Study 

Banks are formal financial instituti6ns whi~h 

acce~t savings'.from people who have more money than 

they presently need, mobilize them into larger sums 

and lend to people who have less mb~ey than t~ey 

presently need (Olayide, 1976; Dalaga·ard, 1987) ,; 

A Community Bank in ·the ~ords of Ijere ·(1994) 

. is a unit bank for a small community about. the size 

of an autonomous comm~nity owned and managed by its 

~wneri and designed to ~eet.the credit needs of those 

lacking ~angible security. 

En~yclopaedia Americana in a limiteJ tech~ical 

sense referred to agriculture_ as ·the raising of field 

crops ~hile the Heritage Dictionary defines it as 

the science and art of cultivating the soil, producing 

crops dnd raising livestock useful to man. 

Agribusines~ has been variou~ly defined. The 

Webster Dictionary defines it a~ farming ~nd the 

business asiotlate~ with farming. D6~ney (1981) broke 

agribusine~s into three economically interdependent 
. . 

sub-sectors of input, farming and ·pr6duct •. Cramer and 

Jensen (1981) s~w agrib~siness as 6 conglomerate business .. 

consisting of f armin·g and the farming industry. 

Nnadozie (1983) said that agribusiness is a co-ordination 

·, 
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of the compo~ents of farm supplies, farm production, 

produce pr.ocessin·g and dis.tribution" 

For this st0dy, agribusiness is seen as- any 

activity of agriculture done in.a business-like 

manner, and will be used interchangeably with 

agriculture. 

The study is limited to agribusiness ·sole 

pioprietorship and general partnership holdin~s as 

they may be more prone to limited investment funds 

t ha n o t her for.ms o f b u s i n e s ·s organ i s at ion s • 
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CHAPTER TWO 

LITERATURE REVIEW . - . 

Importarice and ~roblems of Agriculture 

. ' 

Agriculture is the mains~oy of any developing 

economy. It provides food, shelter, -employ~ent, agro

industrial mat~rials and foreign exchange (Famoriyo 

and Nwc1gbo, 1981;, Meier, 1989). Agribusiness is a 

vital contribute~ to the gross national product (GNP)~ 

As~bici (1981). said that agribusinesi constitutes a very 

import~nt sector of the Nig~rian economy and was 

dominant before the ~il boom in the 1970us~ 

Table 2.1\ · Sectoral Allocation of GDP in Nigerid 
for Selected Yecirs (1960-1975) in 
Percentages. 

Sector 

Agriculture 

Oil and Mining 

Manufactvring 

B~ildings and Constructlon 

Others 

Total 

1960 1967 

64. 1 55.4 

1 .2 4.8 

4.8 ·1.0 

4.0 5.2 

25.9 27.6 

100 100 

1970 

43.5. 

12. 21 

7.6 

6.4 

30.0 

100· 

1975 

28. 1 

14.2 

10.2 

1 1 • 3 

46.2 

100 

Source: Abe, S.I. (1981). in Nigerian Small·Farmers: 
Pr~blems and Prospects, p, 107. 
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Agribusiness 1s a great contributor to foreign 

exchange e~rning&, but its contributions are on the 

decline (Tables 2" f and 2.2). 

Table, 2.2: Value of Agribusiness Export 
(Average Value M 0 million) 

·Average Value ·/;\verage Value 
·Year of Agri.c. of Total 

Exports Exp·orts 

197 (.:.75 260u8 3,145.3 

1976-80 4.08. 7 9,09309 

19~1-85 276.6 9,335.1 

1986-90 1,656.1 47,666.3 

1991-92 1,554.8 1.47, 677. 6 

Percentage 
in 

Total 

8" 3 · 

4. 5. 

3.0 

3.5 

'1. 1 

Source: CBN (1~93) Economic and Financial. Review 
Vo 1 . 3 1, p . 1 09. 

Invigoration of agiibusines~ 1s essential for 
- ' 

i~creasi~g opportunities for the ~eduction of poverty 

and impr<;>~.ement of income distribution for speeding 

up industrialization and fdr e~sing pressure on 

balance of. payment. International organisations 

r~c6gnise the importance of agribusineis hence the 

United ·Nation's resolution that huriger and malnutri-. 

· tion must be eliminated as soon as ·possible and 

cirtainly by the end of the century.· The.Woild Bank 

Group grant~d a loan of more th~n US $400 ~illion for 

agribusiness credit schemes in the third world between 
). 
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. 1948 and 1971, while between 1950 and 1972 fcireign 

assistance grant~ and loans issued by United States 

exceeded US $700 million (Pishke, .1974; Nwankwo, 

1981). 

Okorie and Eboh (.1990), contributing on .the 

issue said that agribusiness is a key:sector in any 

economy particularly in a developing country like 

Nigeria. Ngoddy_ ( 1990), saw Nigeria as a ~ey facto_r 

in the African fbod eq~ati6n. Thtough the activities 

of· Marketing Boards between 1947 and 1954 and between 

1?55 and .1961, #239,829 million and #43.6 million were 

respective1y earned for government (Adeyokunnu, .1980). 

Because of the importQnce a~tached to agribusiness, 

government.has initiated a number of programmes to boost 

agri~ult0ral ·production. Smallholder h~ctarage cultiva

. ted recorded.increases followin~ the activities of 

.National Agricultural Land Development Authority 

· (NALDA) (CBN, 1993). There are numerous other 

govern~ent programmes initiated·to boost agricultural 

production. A few example~ include. Agricultural Deve-

16pment·Authority (ADP), Better Life Programme (BLP), 

Directorate of Food, Ro~ds ·and Rural Infrastructure 
.. 

(DFRRI), the Agri6ultural Insurance Corporatibn, 

Peopl~us Bank of Nigeria (PBN) and the Community 

B an k i n g Sy s t em .• 
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A serious indication of the prciblem· of Nigerian 

agribusiness is ihat t.he rate of population gro~th has 

outpaced the growth rate of the agricultural food sub~ 

sector. The inability of Nigeriar:i agribusiness· to.· 

generate non-traditional agricultural prod0cts in 

~ommercial quantities c~nstitutes another problem. 

Consequently the couhtry depends on foreign supplies 

of both food and agro-raw mater\als, importing about 

600 million tonnes df wheat; 371,960 tonnes of flour 

and 30Q,OOO.tonnes of rice in.1977 (Famoriyo and 

~wagbo, .198:1). Ngoddy ( 1990) contributing to the 

food situation reported that in 1976 food imports was 

1.4 million metric tonnes of crops and livestock, and 

prime food imports in 1980 was J.13 million tonnes of 

gross supply •. 

On the low incom~ to agribusiness, Meier (1989) 

reported that between 80-90% of about 400 million 

people in Sub-Saharan African livin~ ir rural areas 

survive on annual per capita income of l~ss than 

US $150. Still on the low income to agribusiness, 

Olayide ( 1980) said that even though _the income per 

capita rohe from ;flt44.85in 1.961 to ~187.85 in 1967~ 

it· was not enough to .. stem. the rural--urban migration 

of the youths.· This further added t6 the woisening 

condition of agribusiness._ 
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Ijere. (1981) and Olatunb~de (1990) commented . . . 
on the low level capacity of Nigerian .agribusinesi 

to satisfy the food needs of the nation. Population 

explosion ijere observed has affected shifting culti

va t i o ri a n d n e c e s s i t ate d . t-h e · u s e o f fer t i l i z er • · T he 

introduction 6f the Structural Adjustment Programme, 

(S~P) has sky-rocketed the price of fer~ilizer thereby 

increasing further the financial b0rden of the farmers. 

Subsistence farming owing to lack -0f .credit 

to peasant farmers constitute a problem to Nigerian 

agribusines.s (Abe, 1981). The un~er banking of the 

Nigerian ~cohomy especially the rurai areas and ~he 

low level o·f technological efficiency are parts· of 

the problem to Nigerian agribusiness sector. ' 

Money and the Development of Banking in Nigeria 

Evolution of Money and Banking 

Money is the standard object used in excihanging 

goods and ~ervices. It is.the medium of ~xchang~ and 

is regarded as an item ot symbol which possesses high 

degre~ of liquidity". Money greases the wh~el o·f 

exchang~ dnd makes the whole economy more producti~e 

(Baumol and Blinder, 1979). ·. 

CODESRIA
-LI

BRARY



21 

The American Federal Reserve uses three measures 

of 'money, M
1

, M
2 

and M3 • Ml is money used for transac

tion~ such as coins, cu~rencies, travellers cheques and 
' . . 

. checkable.deposits -0f finbncial institutions. M
2 

incl~des M
1 

and small savings deposits of small 

denominations. M
3 

consi.sts of all ~1
2 

-cfnd large 

denominations of deposits _(B~umol a~d Blinder, 1979; 

Dalgaard, 1_987) • 

In a monetized economy, people trade money for 

goods. The use ·of money in _trod~ transaction became 

necessary·. to serve the requirements of foreign tracle · 

where bart~r is not practicable. Service .commodities 

were used as money. Later,,se~eral pieces of metals 

and cowrie shells were u~ed (6kigbo, 1981; Spieg~l, 

1983). 

Gold lat~r became the medium of exchange and 

was kept in the care of th~ g~ldsmith. He issued 

· receipts to deposi tars. People 'traded. for goods and 

services with the receipts, thus came the use of paper 

money. The paper was fully backed by gold. As the 

e~onomy·grew, people needed credit to increase 

productivity and yield. Th~ golds~ith~ent part of 

the ~old deposit, thus his receipt, the paper-money 

was nb longer fully ba~ked. This gave· rise to the 

fractional r~serve banking •. The increase in supply 
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of money ·quickened economic growth by its investment 

rnultipl_ier effect· (Baumoul and Blinder, 1979)" 

The bank is Q financial institution used for 

saving~ and credit mobilization~ The goldsmith 

provided the first banking services. Its most 

importa~t functiori was to act .as an intermediary 

between savers and borr9wers. The monetary policy 

of allowing banks maintain a reserve less thari the 

. a c ~ u a 1 de po s i t s con f e r·s on t hem t he a bi 1 i t y to c re a t e 

more money than .actually exists. This stresses the 
' role of banks in econo~ic development. Community· 

Banks were founded to create ~oney for their 

communi't.i.es~ 

Bank Development in Nigeria 

As the Nigerian etonomy became monetized and 

the volume .of money in circvlation increased, a 

branch of ~he'.African Banking'Corp~ration w~s 

established in Lagos i~ 1891 in collaboration with 

Messrs Elder Dempster and Co. · In November 1893 

Elder Dempster took o~~r the bank a~d in March 1894 

it was. incorporated as the Bank of British West 

Africa (BBWA) •. By 1919 it had 6pened up five branches 

in Nigeria and one in the Camerouris ( Eyo, 1979; Okigbo, 

1981; Gbadebo, 1983). The Anglo-Af~ican Bank was 

CODESRIA
-LI

BRARY



23 

~stablished in 1912 as a resuli of agitation~ by, 

.other E~ropean traders in West Africa. O~her non

indigenous banks ~ere also founded. With time the 

need for indigenous banks arose. The aim was to 
. . 

give more financial facilitie~ to local entrepreneurs 

who were alleged~y diicriminated against by foreign 

owned banks. Consequently, among others, the National 

Bank of Nigeria was e~tablished in :193.3 and the· 

African Continental Bank was opened in 1947 (Eyo, 

i979; Nwankwo,.1985). 

In response to th~ radical chahges in the 

Nigerian financial systemi BBWA chahged to Bank of 

West Africa (BWA) and presently called the First Bank. 

of Nigeria. The British and French bank became the 

United Bank fa~ Africa (UBA), the American Bank changed 

to Savannah Bank, the Anglo-African Baiik became the 

Bank of Nigeria" The Colonial Bank merged with so~e 

other banki to .answer Barclays Bank D.C.O., now Union 

Bank of Nigeria. 5xpatria~e staff quota in all banks· 

were reduced in favour of Nigerians. 

As at 31st December, 1972 there were 16 banks 

with 367 branches; an·d 436 branche·s in 1975. 'B'y 1'978 

there wet~ 18 commercial and. cooperative banks with 

585.branches. At the third and lost phase of the 

. ' 
I 
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Rural Banking Programme, .there. were l, 703. banks 1 ·and 

their branches (CBN, 1993; Eyo, 1979; Okigbo, ·1981). 

Development b-0nks weie established to finance· 

· special projects whi~h co~mercial banks could. not. 

Early· de~elopment banks established w~re:-· 

Nigerian Local D~vel-0pment.B0ard 

(NLDB), 1946;. 

- the Colonial Development Board 

(CDB), ·1949; 

... the Federal Loans Board (FLB), 1956. 

Each succeeded the pieceding one (Nwa~kwo, 19g5)~ 

Th~ Community Banks established in 1990 could be 

seen as development banks chdrged with fhe develop

ment of agriculture and. the ruia~.areas • 
. . 

The need for a Central Bank. to among other things. 

co-ordin.a.te the activities o·f these banks was. high

lighted in 1952 when Dr. K.O. Mbadiwe, c member of 

the Hous~ of Representative.moved a private members 
. .· 

motion praying the Hovsa to establish a Central Bank 

of N~ger i_a ( Eyo, 1979; Okigbo, 1981 ; Nw~mkwo, 198 5). 

After serie·s. of inquiries the Central Bank was 

~stablished on the recommendation of International 
. . 

.~ank for Reconsiru~tion and Development (IBRD) in 

1953 •. On July 1, 1959, the Central Bank of Nigeria 
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(CBN) was established and beca~e responsible for the 

issuance oi t~e First Nigerian Cur~ency. Ih 1962, the 

parity of the Nigerian· pound was expressed in terms 

of gold and the close link with the British pound was 

broken (Olayide, 1976; Eyo, 1979). ·. 

Olayide (1976) stated the role of banking and 

insurance as the mobilization of surplus funds, 

pr6vision 1 of.liquidity, monetary control and risk 

insurance. · The fijnction of ·pulling·savings from 

millio~s of individuals a~d enterprises scatt~red all 

over Nigeria and channelling them to viable projects 

is ·one o f t he most critical r o l' e s for w h i c h the 

Nige~ian Banking system was evolved. 

Savings and Credit Mobilization 

Savings and the Role of Credit in 
Agribusiness 

Investment 1n physical and human captta1 must 

be matched by iovings either f~om domestic sources· or 

from abrodd if growth is to ·be sustained. Lack of 

domestic savings effoits may thiea~en futur~ receipts 

of foreign savings ( Zuvekas, 1979). 

Individuals. may have the. capacity to save. but 

may lack the psychological will if economic climate 
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does not favour savings. Government can encourage 

savings through private sector initiative that can 

make people forego consumption and save more, and by 

establishing financial institution to m~bilize and 

channel the funds to productive investments on 

attractive terms" Government can also achieve 

savings through direct and indir~ct tax~tion 

(Zuvekas, 1979). Quoting Arthur Lewis, he said 

that no nation is so poor that it could not· save 

12~ of.its national income if it wanted. The prpblem 

~ith sa~i~gs he went on, particularly in developing 

countries is that about 40% of nat{onal income is 

squa~dered by top 10% of the intome receiv~rsu The 

major s~vings problem of the Nigerian small agri-. 

busiriess men is that of -income distribution" Little 

of the national income trickles down to them. 

Private savings may also be induced by financial 

liberalization through the provision of positive real 

interest rates, control of inflation, market demands, 

exchange rate, fiscbl and monetciiy policy reforms. 

On,attracting savings from smail. farmers and other 

'agribusiness men (Broson, 1974; Belshaw, 1959; Meie·r, 

· 1989 and Zuvekas, 1979) ob~~rved that their propensity. 

to save is very l~w. The prop~nsity is so much low 

that jf they are not cittracted to buy radio or bicycle 
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soon after rec~iving their seasonus proceeds, it is 

unlikely that they would do so. Sav~ngs and/or 

purchase bf durable goods could be vsed as a yard

stick for credit worthiness among small agribusiness 

men. 

The accumulation of capital particularly in 

any developing economy requires-the mo~ilization of 

economic surpluses. The -surpluses can be tapp~d and 

d~rected to productive investment channels. ihe 

process of capital mobilization, Meier (1979) said,. 

involves three essential steps - an increase in 

velum~ o.f savings for investment~ the channeiin~ of 

savings t~ financial institutions ~here ihey.are 
' 

made available to investors ·and the actual investment 

by which resources a;e used to i~~rease capital ~t6ck 

thrdugh profits from inv~stments. 

But instead of saving for investments, Belshaw 

(1959) observed that much of the savings of the rural 

agribusiness men is to provide a reserve agoinst 

misfortune, burials and reburials and for encourage

ment of ceremon~al ex~endituies. S6me of such 

sumptuous ceremonies h6ve been de~cribed by Achebe 

(1980). 
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Savings could be encouraged through di~ect 

deposits to coope~ative societies. Daily, we~kl~ 

or monthly thrifts by groups is another method of 

capital mobilization. The amount colletted may be 

given as loan to members or take.n in rotation. 

Indirect savings out of ·sales pr.oceeds could be 

checked -off through coopeiat.ives and c~mmodity 

b~ying agencies" These help in savings ~obiliza

tion esp~cially where banks do not exist.· 

Agricultural cr~dit b~comes· necessary since 
' . 

most farmers cannot save enough to rein~est. Many 

authors ha~e:contributed to the.definition and use 

of credit (Adegeye and Di ttoh, 1985; Oyatoye, 1981; 

Belshaw, 1959; Abe, 1981 and Arene, 1990). A_gricul-

tural credit refers specifically to the process of 

obtaining c6ntiol ~ver the use of m6hey, goods and 

service~ for agricultural producti~n in the present 

in exchange for a promise to repay with some interest· 

(Adegeye and Dittoh, 19B5)u Diffetent agribusiness 

projects attract different interest rates. Risky 

· ones attract·. higher rates. Different institutions 

may charge differently too. 

Oyatoye (1981) stibmitted that credit is a device 

for facilitating. the temporary" transfer of p1.,1rchasing 
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power from one individual or,organisation to another. 

It provides the basis for increased· production 

efficiency through specialization of function" If 

brings together in a.more productive union the 

skilled ~arm managers with small financial resources 

and those who have substantial resources but lack . . 

mbnagerial ability. 

Belshaw (1959) identified two agricultural credit 

situations, static and dynamic credits, and said that 

credit enhances marketing and bulk purchasing, 
1
strengthens 

the abil.ity of the farmer to dispose of his produce at 

peiiods of high prices inst~ad of sellihg at needy 

periods when priceg may not be as high. 

, Ar.ene ( 1990) ~tated that what a fan11.er ·needs 

morel.!? dynamic credit to improve his production a'nd 

earning capacity than static. credit which makes him 

remain the sam~ over the y~ars ~r ·even wors~n the· 

already poor situation. 

Finance goes to the root of success of any 

economic venture and that Nigerian agriculture is no 

ex c e p t i o n ( Abe , 1 9 8 1 ) • He c a 11 e d for·· at t e n t ion to· be 
I • 

given to the finance of agribusiness by all concerned. 

Nwankwo (1981) said that. an important role of 

farm credit is to identify the· actual farmers. He 
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advocated reaching them through fcirmers'. cooperatives. 

This. group :is the· tradition·a1· farmers who live in rural 

areas and form .about 80% of the Imo State population 

(Imo B.P., 1986). Ijere {1981) said that the rural 

sector is by and large the producer of the na~ionus 

food crops·· and therefore· ·needs ere.di t facili ti~s. He . . 
lamented over the lack. of 6redit to r~r~l farmers 

despite the oil wealth and saw the rural areas as 

Olive~ Goldsmith 1 s Deserted Village~where years ~nd 

decade~ pass ·and the pla~e remains iar~ely unchanged.· 

The lack of small farmer loan in Africa 

· constitutes· a critic~! constraint· to _the a·doption of 

improved ~e~hniques which can incre~se income arid 

enhance rural we_lfare (Pishke, · 1975). Old farm 

credit institutions in Nigeria were principally 

informal and hardiy provided enough. A number of 

merchant money lenders established themselves as 

dominant suppliers 6f expensive and restrictive 1 £redit 

to agriculture and rural t~ade (Delgaard, 1987). Most 

Nigerian agribusiness men start as sole proprietdrs 

. deriving their funds heavily from ~ersonal savings 

(Nnadozi~, 1983). 
, 

Famoriyo and Nwagbo (1981) sgid that agrj~ultural 
I 

finance derives its role from the conception that 
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agri·cultural development as a process involves the 

adopti~n by f6rmers of new and better techniques most 

of which are purchased at ·high cos~ while few farmers 

have the.financial resour~es t6 do so. _A~ric~ltural 

credit· is one of. the most important input resources 

vital for agricultural development •. There is high 

demand for credit by Nigerian farmeri because capital 

.is required for tmprove~eni on land, to puichase or 
.. 

hire im~lements, machinery, breeding stock, fertilizer, 

seedi, pay for labour .and meet up family obligations. 

Studies in d~veloping countri~s show that effective 

demand is high among village mohey _lenders reaching 

about 75% in some small farm communities (Adegeye and 

Ditto h , 1 9 8;0 ; Seng ho re ~ 1 9 94) .• 

Nwankwo (1981) pointed out that ·agricultural 

finance policy should focus on rural development as 

an integral ~art of agribusiness development and 
. . 

should include food productio~, pres~rvation, agro-

processing, institutional ieforms, rural credit and 

infrastructural development. 

Despite the critical importanc~ of other f.ac_tors, 

the inadequacy of agricultural credit i~ the single 

~ost important.constraint to modernizing agricultural 

production ·in Nigeria. The Nigerian gove~nment 
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recognising the Raramoun~ importance of agricultural 

credit to small farmers had made strenuous efforts to 

ensure that.adequat~ cre~it was available to th~se 

farmers (Chidebelu, 1983) o Other governments qf West 

Africa have recognised the role of credit in agri

business production and marketin~ and hav~ establi~hed 

a number of special agencies to.provide the credit 

(Adegeye and Dittoh, 19~0) •. Supporiive policies and· 

t'inanc;ing can awaken Afr_icaus countryside. When given 

chances,. small~scal~ farmers in Africa have sho~n that 

they can be dynamic produc~r~ eager to move beyond 

su·bsistenc·e (Harsch, 1994). 

Traditional agriculture m~y require no credit 

but when agriculture is commercialised and taken up as 

b~siness the need for credit: arises forth~ provisi~n 

of wells, expansion of farms, land improv·ement, work 

on some stdck and some equipments. ·tredit needs may 

also arise from unfortunate situations of crop fciilure, 

fire or other hazards. For farmers·who are close to 

the·margin of iubsiste~ce, it will become difficult 

to overcome such situations. The saving situation 

will be credit (Oyatoye, 1981). She called for the 

establishment of s~ecialized rwtal credit instituti~ns. 

to satisfy these credit needs, a call which CBs have 
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s et <Yu t · t o an s we r • Q u o t i n g O 1 u was am i and A 1 a o , s h e 

noted that the 16w capital requirement and ·capital 

, labour i nte ns i ty in tradition al agriculture ,pre

cludes the need for much ·credit and that the only 

need for capital format.ion is for land. clearing and 

construction of simple ~ouses •. Credit need becomes 

acute she went on as techniques are modernized and 
. . 

more equipments and intermediate inputs required. 
, • • I 

The increasing abandonment of .busr. fallo\ving -makes 

i~ necessary fo~ the farming s~b-se~tor to procure 

high technologies to .overcome the' problems that will 

arise. 

Agribusiriess Credit Facilities an~ Administration 

To.ensure that lack of credit does not hinder 

the pr6gress of. agriculture;. banks were required to 

lerid a minimum of 40% of total deposit~ collected from 

the rural areas to the people in 1985. This was an 

increaie compared to 30% in 1984 (CBN, 1985). This 

· was incr~ased to 50% in 1995 · (Bydg~t, 1995). To 

en~ure compliance to this regulation~ any·excess 

lending to agric~ltute beyond minimum requirement 

is excluded from the lending ceiling of commercial 

and merchant banks. The eq~ivale~t ~mount. below the 

prescribed minimum is caused to be deposited with the 

CBN and this is allocated to Nigerian Agricultural and 
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Cooperative Bank (NACB) for on-lending to faimBrs. 

(Nwankwo, ]981) said that credit was originally 

granted directly to· farmers by c6mmsrcic! and· 
. . . 

merchant banks. This met-with a lot of problems 

and c~edi~ was later channelled through Agricultuial 

Credit Guarantee Scheme "(ACGS) to farmers, He' dpined 

·that agribusiness finance policy and strategy in the 

1980 1 s be focused on farm size, quality and. effective 

utilization of ·credit. 

Methods. to ensure some degree of certainty in 

loan recovery have been devised. These includ~ 0se of 

cooperative societies, produce buying .agents, develop

ment projects like the ADP and use of some informal 

lenders (Adegeye·and Dittoh, 1985~. Alexarider a~d 

Scott (1974) opined t~at reduction in the cost of 

credit administration thiriugh ~se of· cooperative 

sdcieties will also enhance loan recovery. To ensure 

effective ioan administrat~on and recovery Imo B~P. 

(1986) recommended low inteiest rates to attract rural 

faimers and s~ggested that modalitiei for obtaining 

lo6n~ should strike a balance between s~fe-guard and 

easing the procedure for loans. 

On loan reco~ery from s~all farmers, Bronson 
. . 

(1974) _la~ented that credit worthiness ·of~ subsis-

tence farmer· is difficult to ascertain, he has little 
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or no assets and no personal land but communal. He 

suggested that c;edit worihiness of su~h people 

could be based on their physical prepar6tions to 

~mbark on the propo~ed a~ribusiness venture. A rice 

faimer w~o ·has made his nursery dnd ~leered his farm 

could be ~egarded as cr~dit worthy._ 

Muzorewa (1974) sai~ that the spread of develop~ 

ment into the rural areas requires among rither things 

a -democratic l·ending behaviour and that failure to 

sol~e their credit problems ~ill perpeiuat~ the uneven 
I 

distribution of income i~ developing countries. He 

theiefore saw an urgent need·for rural credit institu

tions to undergo a -fundame~tal change in their lending 

b~havio~r. A.deliberate effort must be made to ~e~elop' 

a growin·g stock of marketable .assets which· can be 

pledged as 1 ccillateral. by far~ers, he went on., ,Lack 

. of conventional securities for loans on the _part of 

many rural farmers desires to be called a national 

delimaQ The C8s are formed wi~h the intent of solving 

these problems. 

The agribusine~s ·sector has special problem in 

obtaining credit. This arises from ihe ielativ~ly 
I 

small seal~ nature of som~ of 'its opeiations ·and the 

. instabilit~ which characterise these operations. 
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Because of the smallness of operations the farmer 

does n6t possess suitable collaterat sicuriti6s 

(Oyatoye, 1981). ·Famoruyi and Nwagbo ( 1981) and 

Oyatoye (1981) spoke further. on the farmers 0 

credit pr~blems as low level of indusirial 
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activities, .low incomes and seasonality of prod0ction. 

· Income instability in farming affects tha att~tude of 

the lender and borrow~r. The reiult is a .resort to 

capital rationirig and capltal rptioning inhibits 

ef1iciency of resource allocation. 

Oyatoye (1981) saw ~he credit problem from the 

side of the farmers and from the side of the c~edit 

institutions. The iraditional farmer she said regards 

government credit as ·the farm~r 0 s. share of the national 

cake, hence the incidences of diversion of production 

loans to corlsumptiori. The tendency to default 'i·~ there

f~re not a surpri~e. She reported ~hat Galle~ti, · · 

Baldw.in and Dina in their study. of cocoa farmers in 

·Western Region in 1951-52- observed that 26% of loans 

. obtained by farmers were diverted to non-productive 

purposes, 43% for obligatory purposes,_while 3T% ~as 

invested~ In her study in 1975 she found out that 30% 

of agricultural credits was invested in .agriculture· 

while 70% was used for consumption end obli~atory 

purposes~. 

. . 

Experience with credit ·institutions has not 

.been. encou~aging~ defaults, scandal, and constant 
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reorganisations have militated ·against their success 

and that the :1ssue of corrupt.ion, .political. gimmicks 

which direct loans to wren~ hands of politi~al allies 

and party men cau's e problems of credit admi n is t rat ion, 

she further noted. The current Bank Decree is ~aking 

a lot of expositions. 

2.4.0 . Covernment Aid.to Agribusiness 

·Becp~se of the role played by agribusiness· 1n 
i 

t h'e develop.ment of t~ e economy, government att a·ch es 

great importance to it an~ h~s done a lot to enhance 

its productivity through favourable monetary and 

fi~cal policies. Government has attracted and 

provided funds for agricultural credit; provided 

inputs including improved seeds, seedlings and 
I .• 

bieeding stock; established agricultural research 

institutes, univeraities a~d departments of agriculture; 

and has established _other agencies and programmes t·o 

enhan~e ~gribusiness eg. Agricultural ·Development 

Projects (ADPs), National Agrfcultural Land D~v~lopment 
' 

.Agency (NALDA), National Agricultural Coope~ative Bank 

·(NACB), Agricultural Credit Gua~antee Scheme (ACGS), to 

mention but a few. Gov.ernmen.t hus also en.couraged the 

establishment of .agroindustries by allowing importation 

of machinery and equipments duty free. 
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· Government has adopted different· pricing poiicies 

to aid agriculture as occasions warranted. When it was 

fashionable to·improye agriculture through price 

stabilizaJion government ·instituted the Marketing 

Boards. T~e board n~gotiated favourable ?rices in the 

i~ternational market and ~t home, it established pric~s 

fair enough to compensate the farmersu efforts. ·The 

surpluse~ the board kept ih government coffers for the 

d~velopment of other sectors of tha ec6nbmy. When it 
I 

became necessary for far~ers to have higher pri6es for· 

thelr produce, government abolished Marketing Boards 
. , 

(Dawariboko, 1994) .and ·established Commodity Boards. 

By this arran~ementi farmers_ had freedom to sell their 

prodJcti any where and at whatever price for maximum 

profit; an~ to sell t-heir surpluse-s to the ·Comm.odity 

Boards (Ijere, 1981)~ In modernizing marketing arrange

ments, government deregulated the marketing and pricing 
•;. 

of a~ricultural commodilies. In 1989 it mooted the 

idea of Commodity Exchange (COMEX) and Futures Market 

in Nisieria._ The Commodity Boards were -finally scrapped· 

consequent upon the introduction of SAP (Uduk 7 1991); 
. f)_ . 

To aid agribusiness~ go~ernment has set up a 

loan/deposit ratio for agriculture and has forced. 

ailing banks to comply. C6mpliance to loan/deposit 
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ratio for rural banks was. exceeded in 1988. J5~3% 

loan advances agdinst 15% was achi~ved; Total loans 

and advances to rural bo~r6wers a~ounted to #660 

million representing 47 .9% of deposits -~obilized in 
I 

the rural areas. This e~ceeded 40~1% achieved in 

"1987 and a prescribed minimum of 45% (CSN, 1988) -~ 

Government has pursued its loan facilities to 

farmers vigorously dnd has saen agribusiness loan 
' 

subsidies as a legitimate coit towards developing ~he 

rural areas. World B6nk.loon to c~ric~ltur~ ~e~o~iated 

· by government for 1988 amounted· to. #75. 1 mil1ion •. Small 

and ~edium Scale Enterprise~ Apex Unit was .established 

in 1988 to manage a World Bank 1oan of US. ~270 million 

for on-lending to small and medium en~erprises i~cluding 

agro-industries. 

ACGS expanded. 

Th~-v~lume and value of loans under 

A total of 24,538 loa~s w·orth :M:ll8.6 
. I 

million was granted, an iricrea~e of 51.4% and· 16.1% 

. re s p e c t iv e l y • M·o s t · o f t he g u a ran tees were · for s ma 11 

scale beneficiaries who~~ loans were :M:5,000.00 or less 

(CBN, 1~88). 

Th~_operational s~ope of th~ Agricultural 

E~p~rt Pr;motion Facilities - the Refinancirig ahd 

Rediscount Facility (RRF) witn~ss~d a significant 

growth" Its total lehding rose from #53.6 milli-0n in 

1987· to #552.00 million in 1988 (CBN, 1988). Government~s 
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efforts to i~prove the welfare of th~ rural dwelleis 

continued. There were improvements in rural infra

structure~. roads foi transportation of agriculturpl 

inputs arid products, water supply for domestic arid 

lrrigation purposes, rural electrification for.local 

agro-industries, and im~roved haalth care seivices. 

The establishment of DFRRI went a long way in 

achieving these. The food crop sub-sector accounted 

for 90.9% of the n~mber of loans to agribusiness and 

86.0% pf the value. Su~ply of high qu~lity seeds and 

seedlings increased by 98.0% for .the period (CBN·, 1988). 

Anxious- to improve the life-style of the rural 

masses, ·successive governments have adopted a riumber 

of measures to extend the much needed capital t6 non-
. • l 'l 

urban dwellers. She has ta~en steps to encourage rural 

banking through the Rural Banking ·programme· (RBP) ,· and 

has"established the Pe~pleus Bank of Ni;eria (PBN) and 

the Community Bank (CB) ·(Nwafor, 1991). Asabia (1981) 

said that commercial. bcrnks u history of .lending tc, 

agriculture is as a.result of govern~ent pers~citi~n •. 

In the 1950us and 1960us the banks ·played significant 

role in the history of Mark~ting Boards. They ga~e 

credits to li~ensed buying agent~. Since ·the 1970~s 

their l~ans to agricultuie has been on the increase. 
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For the year 1995, government has adop~ed a 

number of measur~s to achieve an ·agricultur~l growth 

·rate of 7.2%. The measures include th~ funding of 

n~n-6il prime movers of the economy including agricul-

ture, increas~d fund allocati-0n, reconstrucfion of 

damaged dams, continued._subsidy of :N:300 per 50kg bag 

of fertilizer, the completion.of fertilizer plants, 

increase in bank credit allocation to priority1 areas 

of agriculture and manufacturing. A grace period of 

loans _to the construction .of on-farm storage str·ucture 

was increased from 12 t6 18 months.· Government 

established 
r 

Strategic Grains Reserves with ~ilos . . . 

at different centres throughout the nation to improve 
I ll 

grain stor~ge and ~arketing~ Government maintained 

her counterpart funding to ADP. and NALDA (Budget, · 1995) ~ 

Community Banking System in Nigeria 

Origin a~d Manag~m~nt of Communi~y Banks 

Dalagaard (1987) said that the functiorl of the 

financial ~ystem is to mobilise financial reso~rces 

and allocate same to the highest ret0r~ing activities. 

If this functio~al definition·i~_anything·to go bf, 

banks would not lend to agriculture cind uther rural 

activities because they. are_ n_ot as -returning as 

commercial and industrial activities in the urban· 

areas. ii was only by the fiscal and moneiary ·policy 
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p e r s u as 1 on s o f t h e go v e r h me n t t h at t.h e y are 1 e·n di n g 

at all to agriculture. 

Successive'governm~nts in Nigeria have adopted 

a n0mber of meas·ures.to extend e~o~omic develop~ent 

to non~urbari dwellers to enhance profitability at the 

,grassroot. The establishment of DFRRI is one of the 

eloquent measures" DFRRI in her.efforts to help 

·Community Development Associations (CDAs) ident±fy 

··ahd solve the development~l needs of their rur61 

communitie~ noticed that non~fulfilment of th~ 

farmers' credit heeds by banks was a big hindrance. 

to' the accomplishment of their tasks. It therefore 

evolved the concept of C~mmunity Banking System! a 

bank owned and managed.by the peopl~ to solv& their 

~ conomi c and developme·n tal ·needs ( NBCB; 1992) • ..Qn 

31st December 1990~ the.first C~mmunity Bank ~as 

launched at Alheri in Kaduna Stateo This is· a 

continuation of previous go~ernmentus effort to 

fully mone'tize the rural communities. The Ru'ral 

~anking Programme failed to achi3ve this becaus~ it 

lac .. ked the grassroot orientation. The Community Bank 

has its missidn· as pro~iding bank service~ to the rural 

people and worki~g up their cbpital base. 

The objectives of the bank amor::ig other 'things 

include - to accept from persons various types, of 
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deposits; to pio~ide ancillary banking services .to 

customers; tb pr~vide credit facilities to ~ustomers 

without recourse to collaterals of conventional banks; 

to ·operate equity le~sin~ f6cili~ies designed to. 

~nsure adc~ss of farm inputs to its customers; to 

se~ to the ·developmeht ~eeds of its community on 

which its success depends (NBCB, 1991, 92 & 94). 

To ensure a quicker development of rural areas, 

two~thirds of the Community Banks would be located in 

~he rutal areas while one-third will be siied iri the 

urban aieas (NBCB, 1992). 

The sources of funds to C~s include equity 

c~pital of M500,000.(formerly M250,000). CDAs must 

own ~ot less than 30% equity, and no individual should 

own mo~e than 5% of it (NBCB, 1992). Othei sources 

· include matching grants. As· at. December 3lr 1992 

N36 million matching grant had been extended to 
~· . 

Community Bank~ at subs\dized iate of 50% ·rediscount 

rate by CBN. In ·April 1994 NBCB disbursed 6nother· 

loan of N70.million to 185 Community Bahk~. ~ore 

than #92 million naira was disbursed ~o about 242 
I 

Community Banks between October 1992 and May ·1994. 

Donations were also recognise~ as legitimqte sourc~s 

of income to Community Bcinks. The governor of Benue 
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State donated #50,000 to ~ach·community Bank in the 

State. Th~ North East Arid Zone Development Progromme 

provided support to five out of. the seven Community 

Banks in Yobe State. Il'provided them with banking· 

building~, staff on loan, staff {raining and super

~i~ion as~well as chann~lling loans through Co~munity 

Banks (NACB, 1994). Securi.ng a pe:rmanent licence 

provides qnother soufc~ of fund. It qualifies 

Community Bdnks to participate in the NERFUND and 

on..-lending agricul tura1 .programme of the Central 
.. 

Bank of Nigeria. Export promotional activitiet at 

home and. abroad forms anothei revenue so~rce·to 

Community Banks •. Mobogunje (1994) said that if 

Community Banks want more funds and foreign exchange 

their communities and customers must work actively for 

it through direct exportation of th~ir pr~duce. 

Community Banks should therefore attend International 

Trade Fair~ to explore home and foreign markets (NBCB, 

1994). 
·,. 

Ijere (1994) described Trade.Fair as a veritable 

place for savers, pla~ners, investors and others to 

observe an~ appreciati the.usefulness of Community 

Banks. Some Community Banks he went on have ~po~soied 

the export of snails· to Europe and that NBCB was 

liaising with th~ Nigerian Export-Import Bank and the 
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,Nigerian. Export Promotion C6uncil for advic~ on how 

Community Bank~ can stimulate local economic develop

ment through exports •. : 

State Asso~iation of Co~munity Banks were f~rm~d 

to help communities 1n the state engage in inter and 

intra state trades. 

To ensure security, a~d adequ~te·use of 

available funds, the Nigerian S~curity and Exchdnge· 

Commission appointed NBCB the ~egist~ar of Community 

Banks; ·the Chartered Instit-ute. of B"ankers admitted 

NBCB as her member, the Federal Intelligence and 

Investigation Bureau works closely with ~BCB, the 

Agricultural Finance Department of the Central ~ank 

of Nig~rio and the African Regional A~ricultural 

Credit A.ss·ociation havegoodworking relations with 

-NBCB. 

The Community Bank Implementation Committ~e 

(tBIC) ~~s sei up to prom~te, apprafs~ and establish 

the Community B6nking System; and to screen all 

qpplications received from communities to establish 

Community Bank. The NBCB was i~a~gurated on July, 1~~ 

1991. to take over from·CBIC and in addition to train 

Community Bank staff, disburse matching grants and 

supervise all activit.ies of Community Banks. The Board 
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is served by a secretariat at Abuja and has financial 

and ad~inistrative d~partmehts. The opercitional 

departmeni is backed up by eight zonal offices 

lncharge of Community Banks in their zones. One of 

the zonal dffices is at Enugu. It coordinat~~ the 

activities of th~ Community Banks in some Eastern 

States including Imo State •. The NBCB is headed by 

an executive chairman, as_sisted by a secretary 1and 

t w_o di re .c tor s • · T h e z o n a 1 o f f i c e s · are h e a de d by 

_de p u t y '·. d ~ re c to r s ( NBC B , 1 9 9 2 ) • 

Directors, chairma~ and manager of each Community, 

Ba~k form the internal management committee of ~ach 

bank •. Community Banks ar~ to. be o~ned by three 
\ •: 

' categories of shareholders, ·the Community Develop-

ment Associationi Trade Associatidns and Individ~als -

indigenes and non-indigenes resident i~ th~ community. 

Individual shareh?lders ~hould not be les~ than fifty 

persons. 

Community banks are to have two. corresp~nc!ent 

banks to train their staff, 6lear their chequ~S and 

direct their operat~ons. Foi the training of stoff, 
' . 

NBCB mandated.the Ogun State Polytechnic to organise 

certifi~ate courses for Communi~y Bank staff. The NBCB 

delegates attended a meeting of. Ind~pendent Bankers 
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Association of America and toured the-Community Brinks 

in America t6. ac~uaint themselves with their working~ 

they observed that there exists a graduate school for 

Community_Ba~ks in Uhited States (NBCB, 1994).· 

The bane of grantin~ savings mobilized from 

r~ral nooks and ~ranies to the vaulti of our city 

dwellers is a negation of- the laudable philosop~y of 

Community Bahks observed Abacha (1994), and said that 

it may lead to distress of Community Banks. !jere 

(1994) contributing to the ~istress of Com~Llnity_ B.anks 

~aid thai h6n-mobilization of accumulated saving~ as 

-~redit could equally lead to distress. 

2.5.2 · Performance of Comm~nity Banks 

Com~unity Banks stand out as the only exception 

6mong programmes initiated by the milifary administra-
' . tion that has really met· the yearning of the pe6ple 

(Ayagi, 1994). The strength of the programme he went 

on lay in the equity parti~ipation of local communities·. 

R~cords show that t~e growth of Community Banks was 

phenomenal. There was continuous increase in the 

number of Community Banks, d~po~its, loans-an~ .. 
I • 

advancesi assets and liabilities. Community Banks 

appear to be the economic salvation of the masses. 

This is shown in the rapid tr6nsformation.of a dull 
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~illage economic enviionment to a vibrant and virile 
-

commercial th~atre where major actors such as farmers, 
~ . 

traders, artisans, mcirket women, professionals and 

small and medium scale en~erprises interact. Communit~ 

~anks are dccessible to the lcirgest number of customers 

big and small. Small depositors with ·1ess than one 

hundred naira deposits are not accommodated by 

commercial banks but are accommodated by Community 

B6nks (NBCB, 1994). 

Most Community Banks are already breaking even. 

Their gross earnings increased by 104%, overhead 

expenses by 99.·6~. Older·urban Communjty Banks. 

recorded phen0menal increases in their gross earnings. 

The deposit base of Community Banks showed that they 

are mopping up large funds ~utside the purview of the. 

National financial system, an evidence that the 

phil6sophy ·of Communlty Banking as a veritable instru

ment of rural economic emancipation has larg~ly been 

vindicated (NBCB, 1992). 

As at 31st December 1990 when ths first CB was 

commissioned there were 6nly nine CBs in the cJontry. 

By June 1994 one thousand and forty-se~eri have begun 

operation. CBs in the country ha~e recorded a success 

story having mobilized #2.25 billion deposit from the 
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r~ral pe~ple and having a total as~et of #3.5 billion; 

and #1~2 ~illion ~aving been given out as ·1oans · 

(NBCB, 1992. and 1994). As ··a:t 3ls·t December 1993, 

C6mmerrie continued to acc~unt for the ~ingl~ largest 

skar~ of the banks·' locins and advances, accounting 

for 39.5% of it. Agrib~siness loan accounted for 

. 1 8 • 8 % 0 f t h e bank s i O u t s t an di ri g . 10 an . p Ort f O 1 i 0 

(C~Nj 1993). Table 2.3 shows a summary of CB~' loan 

activities for 1991·-1993. 

Table 2 .• 3: _Summary of Community Banks Sectoral 
Distribution of Loans and Advances 
(#'million) 1991-1993. 

1991 1992 

.l Agriculture and Forestry N/A 23.7 

2 Mining and Quarrying N/A N/A ·,. 

3 Manufacturing and Food 
N/A 20. 1 Processing 

4 Manufacturing and Others N/A .i· 6.6 

fi Real Estote and Construction· N/A N/A 

6 Commerce N/A 43.7 

7 Transport and Communication N/A 9.3 

8 Others N/A 28.8 

N/A = Not available. 

1993 

113.3" 

3.9 

62.6 

54.5 

43. o. 
224~ 8 · 

48.7 

90.9 

Souice: CBN 1993. Annual Reports and Statement of 
Accounts. Table 3.25, p. 50. 

The figures of i~ans ahd ddvonces_ for ]994 increased by 

55% over that of 1993 (Ohaka and Odoh, 1994). 
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Ogwuma (1994) summing up the growth and 

performance of Cemmunity Banks said that although 

Community· Banking System was.barely.three years old 

in_ Nigeria, significant achievements have been made 

in areas of numb~rs, savings mobiliz6tion, spread of 

banking habits; ·provision· of banki~g services, ~nhancing 

rural develdpment and fostering entr~preneurship. 

Imo State is the third largest operator of 

Community Banks after Lagos and Anam~ra States, 

(NBCB, 1~92). A total of 61 Community Banks aie now 

·operating in the state, making it the second largest 

operator a f te'r Lagos St ate (NBCB, 1994.) • . The Community 

Bank System has made some people in Imo State put their 

money in the bank which they had not done befor~ the 

.inception of the Community Banks. The village 1 palm 

wine ta~per who used .t6 keep the proc~eds of his daily 

sales on raffia tops or 1n moun~~, now keeps hii money 

with Community Bank. 

· ·s~· 1991 there were about 17 Com~unity Banki 1n 

Imo State., To date we have abou-t ·61 of them ,(NBCB, 

Annual, 1994). A number of ·community Banks. have 

mobilized deposits and are applying them well in 

community devilopments. The U~uaka Commu~ity Bank 

granted #200,000·to Messrs Chalaka Investments Ltd. 
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to establish a water proof iol~ing plant. It 

embarked on r~ra1 water scheme. Inhabitants of 

Umuaka are-today ~njoying adequate ~~ter supply as 

Q re~ult of.#1.1 million· loan to M~ssrs NIDREC 

Nigeria Ltd. to execute an overhead·water _tank. 

It spent #150,080 on gYading of roads, M236,914.75 

loan to traders and- farmers and another Nl00,000 

overdraft to facilitate the waterproof project. It 

has also donated football trop~y to the youths ·of 

the town (NBCB, 1993) ~ 

The Ogbe ~ommunity Bank·granted loan 
,. 
ror the 

·reactivation of a block industry which has been 

dormant for .seven years (NBCB, 199 3) • 

Ijere (199~) describ~d Umuhu Okabia Community 

Bank as p~rforming very ~ell. It h6s a st~ing of 

projects, he iaid and that its equity capital rose 

from #563,000 to,#3.55 million in one year and won 

the Community B~nk award for 1992 for its successes 

in as~ets mobilization~ liquidity 6nd 'profitability. 

In anbther development, Omuma Community Bank was said. 

to have purcha·sed four gas .ovens and leased to four 

of its Cijstomers. This has helped them to supply 
' 

.bread to m~mbers of the community. · The need to 

diversify into equipment leasing was bor~e out of 
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the bank~ desire to 6ssist cust~m~r-bakers to'dver

~ome the ·herculeon task of raising credit from 

commercial banks ( NBCB, 1994). 

Despite th~ succeis stories of the ·community_ 

Banking System, the sy$tem has its pro~lems and set 

backs. Four years aftei Community Bqnks_came' into 

existence ~ith about 1,000 o~eratirig·with provisional . . 

licence, none has been granted a fin~l licence (Daily 

Champion, 1995). This is preventing them from playing 

their ~~jor roles in the development of the rural 

areas. ·The requirement that its ~a~agement staff 

must be graduates with six years experience has been 

difficult ·to accomplish (Ohakah and Odoh,· 1994). 

This has contributed to the· non-granting of the . 

p~rmanent 'licence an.d as such none could qualify 

for the MlOO million grant from the Federal government. 

Ab6ut 100 Community Banks, 10% of 1046 provisicinally 

l~censed Communit~ Banks have been reported distressed 

(Amanze, 1994) o 

Agribusiness Situation in Imo State 

Government of Imo State has. come to appreciate 

that the long term strategy for the development of 

agriculture i~ to shift emphasis to programmes that 

will promote the greatest good of the greatest number 

·, · 
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of people •. Since greater p6~ulation of· Imo State 

reside in the rural areas the de~elopment of the 

r~ral ar~as i~ necessarily the priority of govefn-· 

ment lim~ B.P., 1986). Agriculture· i; the dominant 

occupation ,of the rural popu_lat ion· of Inio Stat'e'' with 

·more than 70% of it engaged in agr~culture. ~Govern

ment therefore recognised the progress of rural 

development as ·hinging Dn agricult0re. 

Imo State is one of the smallest states of the 

countr~ in landmass but with a high populatiorl d~nsity. 
. . 2 .. 

It has a total land area of about 5;530 km and a 

po~ulation of about 2,485,499 people, giving a 

po~ulation densi~y of about 450 ~~rsons per km 2 

(F.o.s., 1993). 

Th~ high population density, constitutes a 

constrainf:to optimal development of agribusiness. 

Between 1960-1970, avetage land holding for South 

Eastern States of Nig~ri~ p;r ·iur61 farmer decreased 

from 1.02 hectares to 0.7 hectares and finally to O. 17 

hectares.· L9nd holding in Imo ~tote falls below this 

riational estimate (Imo B.P .• , 1986). This argues f9r 

. maximal economic utilization of .. ava·ilable land. The 

Imo State rural economy is a subsistence one. A 

vicious cycle ·6f po~erty subsists. Low investments 

account. for low returns and set limlt to level of 
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savings. If investment in the rural sector could be. 

enhcinced through credit, the_ vicious cycle of ·poverty 

could b~ br~ken. Care however. should be taken to 

ensure that 'ere di t s are not diverted to ce1·emoni es 

like burials and rebur{als. The· government recog~i~ed 

the Vital role credit can play in effective utilization 

·of the scarce land resour~es to break the Cycle of 

poverty and has adopted _a number of measvres to 

improve credit facilities including en~ouraging the 

setting up of Community Banks ·by com~unities: 

Despite th~ land constraints, agribusiness in 

Imo ·state has a 1 ~ t o f. potentials .( A number of 

arable crops have been identified°· to possess good 

pe:r:forman.c.e and suitable for ·commercial cultivation. 

'These inclu.d_e rice, sugar cane, yam, cassava and _maize. 

The trees 'identified include Irving.ic. excelsa, Treculia 
. . 

africana, Garcinia col9 and Dac~des edulis. There 

are lots of fishery potentials. About 3,000 hectares 

of swamp lan·d. are suitable for fish farming. This is 

c~pable of yielding 12,000 metric tonnes of fish 

annually. The available fresh water fisheries are 

rivers capable of yielding 2,000_metric to~nes of 

fish annual!~.· Indeed the fish potenlial is extremely 

high. A. number of agro-based industries aboundo Out 

of an estimated 388 industries in imo·state, 166 are 
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agro-industries, 'and 108 are agro-allied. Agro-based 

industries therefpre f~rm about 70% of the industries 

in Imo .State •. The Imo ·state government, owns 2.7%, of 

the 388 industries, privat~ sector 96%, c~operative 

scicieties 1% antj religious bodies 0.3% (Imo B.P., 1986)·. 

The: s_tate governm~nt has directed its attention 
' 

to the establishment 6f more small-scale industries 

,intluding ogre-industries. It has therefore established 

a number of statutory· credit schemes admini~tered by the 

Ministry of Commerce and Industries. These include Fund 

foi Small-Scale Industries (FUSS!), National Directorate 
I 

of Employment (NDE) Credi{ Scheme, Agro-Industri61 

Development Fund (AIDF),, Directorate of Ro~ds and· 
. . 

Rural Infrastructure. (DFRRI), AgriGui tural Credit'. 

Schemes arid Nigerian Agricultural Credit Bank Ltd., 

all in' an'·effort to harness the industrial potentials 

of the State (Imo Commerce and Industry, 1988) ., ,, 
I 

Thete also exists in the StaJe traditi9nal, 

financial institutions which encourage savings and 

.credit mobilization e.g.· Esusu or .thrift savings 

groups' age. grades', unions, clubs'. church and co

operative credit unioris. Despite the existence of 

these credit.institutions adequate cre~it has noi 

reached the small farmers dnd other agribusine~s 

proprietors; To further solve this credit and 
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savings problems, the establi~h~ent of Communi~y Banks 

has greatly been ~ncouraged by the state goVernment~ 

A number of oth~r enabling strQtegies for 

development of agribusiness and the.rural area have 

also been adopted. These include d·comprehensiv~ 

_ development package for farm production, preservation, 

industrial processing, marketing, provision-of agencies 
. . 

for agricyl~ural policy implementbtio-ns, diversifi~ation 

and super~ision of credit to ensure -high productivity 

6nd J6an recovery. 
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Th~i ~·tudy area is the present.Imo State of 

Nigeria. I~ was parf of what used· to be th& former 

Eastern Region in the three and .four regional 

structure of t~e Nigerian nation. In 1967, in the 

twelve state structure, Eastern RQ~ion was br~k~n 

up· int.~ three States of Rivers, Cross River ·and 1 East 

Centraf·stafes. The present Imo Stat_e was part of 

Eos~' Central St~te: (E.C.S •. }.. On. 3rd February,· 1976, 
'. 

the twelve state structuie gave way·to the nineteen· 

state st~ucture. Co~sequently, E.O.S •. was -br~k~~_up 

into A~ambra and Imo States~ .In August 1991~ the 
• I :: . 

f i f teen y ea~ o 1 d Imo S t ate w a.s divide d i ~ to I m o an d 

Abia States (Imb Comm~rce ond I~d~stry~ ;o·.dcit~) .• 

· Imo State··. is one of the sinc.1llest · states :in 

.landmass but with .high population density (Imo B.P:; 

1986). It has a population of about 2,485,499 p~rsons 
. 2 . . ' . 

. and a landmass of 5,530 km (F.O.S., 1993)"· ·It has 
I 

three agricultural zones namely Owerri, Okigwe and 

·Orlu Zones •. It has twenty-one local.government arec:is 

(Fig. 3. 1). Owerri is. fh.e major orban. town, while Orlu 

a.nd Okigwe are sub-urban. towns. ··The rest of the towns 

are ~ural communities. 
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IF i g u r e 3 • 1 : 1 Ma p (! f I m o S ta te S ho w i n g L o G o As , · S t u d y Are a an d· 
~eographical Boundarieso 

bt- ~SJ E _ . . ·.10 3/i E. j . . . . . 
;~~-:;, ,;~:~;;:;::;;;;;,:~;::.;,;:-;;:~~.;;:;~.~~~~-,';~;;:;;;,;.;:~1,:;=.-777;;;;;.;, ... -- --~;;;;: 

IMO STATE L.G.As 

-··: ... '.,~ .. 

/' 

Sourc~: Infor~ation and Cult~re Ministry, ·Oweiri~ 1992. 
·~pot lij3ht on Local Gqvernmen t s, · Imo S tate, 
p • .vr. 

l 
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Geogrophicolly, I~o State lies in the South 

Easter~ part of tbe country~ in the Tropical Rain 

Forest Belt. · It lies· between latitude 5°10' and 

6°35' North of th~ Equator; an~ be~~een longitude 

6°35' and 7°31.' East of Gree·nwich Meridian. rt· 

shores boundries with Abia ·State on the Eait; 

Anambra and Delta·States on the West; -Anambra State 

on the North; and Rivers State on the South (Fig. 3.1). 

Sixty~one Community Banks (CBs) opetate in the S~ate 

· (_Nscs; 1994). 

Sampli~g Procedure 

Imo'State was purposively cr.o~en because it is 

pr~dominantly rural. It is the second largest operator 

of CBs in the country and it is well known ~6 the 

r~searcher for effective coverage. 

Two of the three ~gricultural zones were randomly 
1 

éelected. Six CBs were r~ndomly éelected from e~ch 

zone, one from a local government area. Ten agribusiness 

operators were randomly selected-f!om each community 

whose bank wai sampl~d. Five of them were randomly 

selected.from a list of agribusiness borro~ers provided 

by each ban~. The other five were-randomly· sel~cted 

.from the rest of agribusines~ men in the com~unity 

through the assistance of an enumerator and a community 
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leader. This gave a total of 120 agrib~siness 

respondents. 

The officials of· the twelve sampled banks 

formed the bank respondents. 

132 respondents. 

Data Collect.ion 

This gave a total of 
I 

Data were collected from primary·and .secondary 

sources. Pri~ary data were collected through the use 

of.two ,sets of qu~stionna·ires •.. One set v!ent to agri

business. h'o1di_ngs while tfie other wen·t to b~nk officialsu 

The agribusiness questionnaire elicited from respon

dents information •on their socio-econorr-ic characteris

tics, agribusiness types practised, jraditional apd 

formal sources of agribusiness fundi, khowledge and 

use of.banking facilities especially the CBs and the 

problems encountered in CB loan acquisitioh and 

repayment"\ ' 

~he second set of questionnaire went to the 

·sampled banks and were completed by the managei, 

accountant or the ·agricultural credit officer. It 

obtained the names of agribu_siness loan beneficiari'es, 

the types of agribusiness sponsored and their p~~fita

bilities pr rates of returns, conditions for granting 
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agribusiness loans, interest_rates; and r~te of loan 

repay~ent among others. 

However, ninety questionnaire~ were ret~ieved 

.from the agribusiness respondents, fifty of whom were 

CB borrowers and forty non-CB borrowers. All bank 
questionnaires were retrieved. . 

Secondary data were sourced b~ ieviewin~ relevant 
.. 

literatures .on agriculture, agxibusinessi banking, 

.· qgribusiriesi credit, the op~r~tions of CBs and the 

agribusiness situation in Imo State. 

' 
Data Analysis. 

Objedtixes 1, 2 an~·6 were analysed using·· 

descriptive st6tistics; while objective 4 was partly 

achieved by descriptive statistics and partly by Jest 

o f s i g n i f i can c e· . o._f means.. · 

Objective 3 was realised thro~gh the use of 

multiple regression analysis. 

Objective 5 was achieved by·emp~o~ing both ratio 
' 

a~d discriminant analyses. While r~tio analysis 

asiesied th~ financidi position of borrowers, discri

minant analysi~ evaluated their credit potent·ials. 

Different. financial rati~were applied to determine· 

the borrtiwersu financial position. Th~ finan~icil ratios 

of agribusiness organisation of CB borrowers wete examinedo 
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Th~ discri~inant function was further u~ed to classify 

borrowers· i~to gobd credit and ~ad credit risk borrowers~ 

Model Specification 

Regression Analysis 

The regression analysis used in measuring ·loan 

repayment rate is of the form:-

Y = '.(X 1, x2, x3, :X 4 , x5, x6, e) 

Whare Y =Loan.repayment rate(%) 

x
1 

- Age of agrib~siness borrower (years) 

x
2 

= Yearly net income of- agribusinesi borrower(#) 

x
3 

= Educational level (years)· 

x
4 

Fomily size (number -0f persons) 

.x
5 

- L6an size (M) 

x
6 

= Type of agribusiness (dummy ~ariable, 

1, for agrl°business production; 2, for 

agribusiness marketing). 

e = Error term" 

Usually four oi more important independent variables 

are introduc~d·i~ the regression function (Koutsoyiannfs, 

1992) •. 

Choice of Functional Form 

Three. functional forms were tried in the computer 

regressiory analysis to ascertain the ·one that gives the 
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best fit. The functional forms were:-

1 Ordinary"Linear fuhction 

y = b + blXl + b2X2 + bjX 3 +. b4X4 + b5X5 + bqX 6 + e 
0 

11 .Semi-logarithmic Function 

y = bo + b 1logX 1 + b2l~gX 2 + b3logX 3 + b4logX 4 
+ b5logX 5 + b6logX 6 + e 

1~1 .Double-logarithmic Fu~ction 

Log Y = lcig na + b1logX 1 + b2logX 2 + b3logX 3 + .~ 4logX 4 

+ b5logX 5 + b6logX 6 + e. 

2 Test.of Signficance of Difference of Means 

The t-test for the ·significanrie of difference in 

the mean net income of agribusiness _CB b~rrowers and 

agribusiness non-CB ~orrowers was applied. 

3 Ratio Analysis 

The f6llowing financial ratios were aFplied to 

determine the relation~hip betwe~~ the·vario~s items 

~n the f~nancial account~:-. Debt/Equity ratio, Debt/Totdl 

Capital ratio, Equity/Total Capital ratio, Coverage.ratio, 

_Total Assef~ ratio, Return on Ownersu equity and-Return 

· per comma~ share capital (Py~e, W~ite et al, 1980).· The 

for~ulae ar~ fully set· out in Results and Discussions in 

Chapter Four.· 
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4 Discriminant Analysis 

The discrimi~ant model is .present~d ~xplicitly. as -

z. 
J. = • • • • + b X . n n i 

Where 

z. = the i th individuales discriminant scar~ 
J. 

l . = the· critical value of the discriminant score crit. 
X:. = the i th individualus val~e of. the jth indepen-

J J. 
dent var1able (as in regression analysis') 

b-
1 

t he · di S Crimi nan t CO e f f i C i e n t '. f Or t he j t h Vari O b le o 

Fo~ tWe classification procedure, ~ach individualus 

.discriminant score, Zi, was ~ade a.functiori of the 

i n d ~·P e n de n t .v a r i a b le s , · t h ~ t i s 

if z. 
' J. 

·z. 
J. 

b X .• 
n n 

Foi the classification procedure, 

> Z ·t, the individual, i was .classified as 
cr1 •. 

good credit risk (grou~ ~I) and 

if.Z1· < Z ·t, the individual, i was 6lassified as · cr1 • 
·bad credit risk (aroup I). 

The classification .boundary is the locus. of point 

b X . = Z . n n1 cr1t. The 

exact value of the limit of each :group ·for the purpose 

of classification depends on how.much .Premium is gttached 
·, · 

on relative cost of misclassification to the investig6toro 

'l 
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ihe-c;ut-off point was taken as the mid-point of 

· z ( d d · · · ·k) a 11 d z ( b d · d · t · k) · goo· ere 1t r1s a ere 1 ~1s 

= t(Zgood credit risk+ zbad c;~dit risk)' beca0se 

discriminant function ~nalysis assumes equal cost of 

misclassification (Gree~ and full, 1975; Bauer and 

Jordan, 1971; Peters and Summ.ers, .1968).• 

Derivation of the Values of the Regression 
Variables 

The ·values or units of the variables of the 

regresfion model were pick~d directly from the 

questionnaire or ~erived from the responses. 

a Loan Repayment Rate, y·· (%).·This i~ tbe dependent 

variable of the regression model. It was derived by 

dividing the amount of loan paid back by the loan sum 

and multiplyi_ng by 100. 

b 

C 

y =:amount of loan paid back 
loan sum· 

100 -,-
Age of Agrib~siness Borrower, X1 (yearsl. R~spondents 

gave their ages in years and were directl~ picked. 

Yearly Net Income, X2_(#-). · The study set out to 
I , 

obtain a time series data· for the -variable, 1990~1995. 

But most of the CBs were not established until 1993, 

some were established after~ Some borrowers got locins 

for some separated and or limited number of years; 

i . ,' 
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narrowing: the study down to cross-sectional data. 

However, a pooled·cro~s-section a~d time series data 

(K~enta, 1990) for the number of years ~ac_h borrow~r 

had loan was .used to obtain the rnean yearly net 

income. 

Yearly net income = 

Yearly gross income= 

Yearly gross income 

Ye?rly o~eralional cost~ 

Yearly output x rulling 

selling price. 

Year 1 y operational -cost = Yearly 1 ab..::>_ur cost + 

input ~ost +rent+ 

depreciation. 

Educational level, x3~(years). Re~ponses were giv~n as 

. _number of years spent in school~· Edu c_dt ion al lev.e1 s were 

deduced on the premise ·that all things being equal, these 

years would. lead .to the·se educational attainments:-

l. 

l. l. 1 

l. J. l. 7 

iv 

< 1 year 

6 years 

- 12 yea.rs 

> 12 -years 

-
no formal edu~ation 

primary educa~ion 

s e con d,:iry education 
. . . 

tertia~y·education. 

Family Size, x
4

• This·was given as number of people 

in the family. 

Loan Size, Xs--1111• This was picked-from the questionnaire 

as the· amount signed in the loan contract. It is supposed. 

·to have embodied the interest charge. 
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Type of -~gribusiness, x6_(dummy ·.variable).· For the 

purposei pf this study agrib~siness was -di tided into 

two major .sub-sectors, namely_ production including the 

primary, ·s~condary and tert~ary pioductions of farming, 

processing and manufacturing respectively. The other 

is the marketing sub~sec~or responsible. for the distri

bution an~ ~arketing of. farm inputs, farm equipments 

·cind machinery. It also in~ludes the marketing of far~ 

.produce and agro-products. Production is· coded 1,. 

while marketing is co~ed 2. Re~pondents stated the 

aspect;· of cig.ribusii1ess they engage 1n specifying the 

main typeu The main type was coded accordingly and 

used for analysis. 

\ 
!' 
i 
) 

i 
\ 
' l 
t 
' 
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CHAPTER FOUR 

FINDINGS AND DISCUSSIONS -OF RESULTS 

· In thii .Chapter data collecit~d through the use of 

questionnaire~:, interviews and official records .are discus~ed 

and analysed; descriptively and, statistically as the case may 

be. 

. . 
Socio-economit Characteristics of CBs Agri~tisiness 
Borrowers 

The socio-economic char~cteristics of agribusiness CB 

bor~owers ~h~ch may influenc~ theli ·1oan.acqu~sition and re-: 
. . 

payment rate in~l~de:ag~, ~ex, loan ·siie1 ed~caticinal level, 

net income, family size, type of agribusiness, and experience 

in the main·agribusiness. 

Most loan schemes are·revolving. · Their sustencince 

depends on the rep~yment.rate •. Alexander and Scott (1974) 

and'.I~o B.P. (1986) made i~puts on how to improve loan 

repayment rate. Improvements in loQn repayment rate· could 
I 

be ·achieved by advancing loans only to thcise who possess the 

desired socio~economic characteris~ics that make for loan 

iepayment. The:reco~nition of tu6h. good credit risk borrowefs 
: ' 

c6uld be ascertained by analysing the fina~cial position ~f 

applicants, and th~ appli~ation of regression and disciiminant· 

functions on their socio-economic characteristics. 

F~ndingi iridicate that no defin~d patter~ of loan 

distribution was observed.· Loans were granted to some 
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socio-economic characteristics indiscri~inately. Findirigs 

also i~dicote· that the people of the study·area possess 

goo~ repayment qualities as 39 persons or 78% of the fifty 

borrowers have completely repaid their loans, while 11 
. . . . 

persons or 22% were at various_ stages. of compl_ete repayment •... 

It is interesting to note that no person showed the tendency 

for complete default. 

Age of Borrower 

Table 4.1 shows age distributlon of- borrowers, 

classifying them into sex, ·range of loan received and 

repayment rate.: Unde-r age_ range, ·.the number and percentage 

in ~~ch,age group.benefiting from the !~an.are shown. The 

number of males an~ females in each age group is also shown. 

Table 4.1: Age Distribution of Borrowers by Sex, Range 

Age Range 

Years · No. 

< 30 2 

30.:.39· 12 

·-40-49 20 

50-59 10 

> 59 6 

Total 50 

% 

of Loan Obtained and Repayment Rates 

4 

24 

40 

20 

12 

100 

Sex Loan R·ange (#) ·Repayment Rate 

'Less % of 5000- lOOOl~·Above 1-99 100 ° · 
F. than 10000 20000~ 20000 (No) (_No) ful; 

50oo· Repay! 
.M 

2 

7 5 

15 5 

6 4 

5 1 

35 15 

70 30 

2 

2 

2 

6 

12 

4 

5 

1 

.2 

13 

·26 

1 

1 5 

6· 7 

3 A 
-r 

2. 2 

12 19 

24 38 

2 

4 

2 

3 

1 1 

22 

2 

1 o· 

16· 

8 

3 

39 

78 

100.0 

83.3 

80.0 

80.0 

50.0 

Source: Field Survey Da~a, 1996. 

*._Repayment. 
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Th~ number of ben~ficiaries in:each loan range is sbown 

according· to, qge gro·ups o On repayment rate the number of· 

persons in each age groyp who have mad~ part repayment and· 
.-~· 

full repayment are showno Also shown is the percentage of 

each age group who hove·made complete repayment. 

The table shows that loan distribution increased alo~g 

with age up to 40-49 years and then decreased as the age. 

increased •. Percentage Full loan repayient decreased 

progressively with qge as. shown. This sug~ests that the 

younger ones. were more· productive and olso maintained a high 

degree of moral suasion·. Each ~roup therefor~ mby have paid 

back according to its productivi~~ and net income. 

Sex of Borrower 

Loan distribution is more in favour of males than 

females. The ratio of male to female recipient is shown by 

age groupi It is observed that'there was no female recipient 

in the under 30 years category and only one in thf above 59 

years category. This development may be'attributed· to t~e 
. I , 

fact that at these ages women. may• not be . f-:.-ee ··or· capable· of 

carrying on agribusiness on their own as to attract bank 

loans. Under 30 ye~rs the~ are contiolled by their parents 

6r husbands. Above 59 they.may not· be as strong as their 

male counterparts to carry on e~o0~h agri~usiness to the 

extent of att;acting productive loan~ from banks. 
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Yearly Net Incom~ of Borro~er 

· Table 4.2 cat~gorises a~ribusiness borrowe~ into 

different .net income groups. The number of people and 

percentage composition in each group a~d the category of 

loan received are also shown. The table reveals no 

particµlar relati6nship .between net income and amou~t of 

loan rec~ived •. However the net income group of more than 

N500,000 had all their loans in the la~t two categories of· 

loan ranges portraying a pict~re of high income, high loan. 

Table: 4. 2 ~· Loan Range Received and Repayment 
Rates by Net Income Groups. 

Net I n·come Range Loan Range (N) Repayment 

(N) No % < 5000 5000- 1 OOO 1->20ooo' 1-99 100 
10000 20000 ·· ( l'fo) (No) 

Rate(%) 

% of 
fult. 
Repay* 

< 10,.000 

10,000-30,000 

30,001-.50,000 

50,,001-100,000 

-8 16 

12 24 

. 9 18 

5 10 

12 24 

2 

4 

3 

3 

3 

2 

2 

.3 

2 

1 

6 

1 

2 

· 7 4 

2 3 
' q 

2 1 

6 75,0 

8 66.7 

6 6.6.7 

4 80.0 

100,001-500,000 

> 500, o·oo 

Total 

% 

*Repayment 

4 8 

50 100 

100 100 

1 

-. 

7 13 

14 26 

Source: Field Survey Data, 1996. 

3 

3 

13 17 

· 26 34 

12 100. 0 

3 75.0 

11 · · 39 

22 78 
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All members of the #100,001 500,000 net income group 
.• 

repaid all their loaris, showing a· 100% full repayment rateo 

The full r·epayment ·rate of_ other categories' of net income 

earners are showno Net income played an ~ppreciable part 

in loan repayment. On the civerage, income could be said {o 
~ i· 

have·directly affected repayment positively •. A line graph 

and histogram show the trend. of full repayment. ( fig 4. 1). 

Educationcil Level of Borrower ·. 

: Among the sampled CB -6gribusiness borrowers only one 

person had rio formal eduia~~on, representing 2% of the sample •. 

The other forty-nine per~ons or 98% of the sample had fotmal 

education. The numbir of person~ in ~ach educational.group~ 

their percentage compo~ition of the sample,. the number and 

percentage thaf got whatever loan range are shown 6n table 

4.3. 

Table 4.3: Loan Range Rec~ipts and Repayment Rates 
. According to Educational ~evel. 

Edvcational Level Loan . Range (#) Repayment' 
Rate·(%) 

Attainment No % < 5000 5000~ . 1 OOO 1- > 20000 -1-99 100 % _o(· 

1 OOO ·20000 (No) No full 
( )Repay 

.. 
No formal Edu. 1 2 1 l l 00. 0 
Primary II 16 ·32 z .4 3 7 .3 13. 81. 3 
se·condary II 19 38 3 7 2 7 6 13 68.4 
Tertiary ii 14 28 1 2 8 3 2 12 85.0 

Total 50 100 '6 13 14 17 1 1 39 

% 100 100 12· 26 28 34 .. 22 78 

Source: Field Survey Data, 1996 ~. 
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The highest number of loans went td' the ~econdary educated 

people. Loan receip~ by 6ther categories are also shown on

table 4.3. 

All the categories of borrowers, formally and non

formally educated repaid whole or part of their loans. The 

different levels of education had. some full repayment. This. 

decr~bsed wit~ higher educatlori, that. is educatio~ showed a · · 

negative effect on loan repayment. This may be attributed to 

the fact that a higher educated person mdy have more invest

ment opportunities .. This may lead to loan diversion 

resulting to low· rate of loan repayment. But the tertiary 

educpted borrower; repaid more than those of the s~condary 

and primary levels·. This may be attributed to more ~nder

stan.ding of ~oan issues and by their level of educafion 
' . 

show·ed more patriotic at.titude. 

Family Size of Borrower 

Table 4.4 categorizes borrowers into three families 

of diff~rent sizes. The middle group family had the highe~t 
I 

number of loan receipts making family size to positively 

influence 16an receipt up fo a point befor~ it had a negative 

effect. The middle group family is _likely to have more 

productive middle.aged members who could help in the family; 

agribusiness. The table shows .the number.of familie~ 

belonging to each family size, their p~rcentage composition 
. ' . 

of the sample, the range of loans and the number of families 

that received each~ 
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Table 4.4i Loan Distribution and Repayment 
Rates by·Family Size. 

Family Size Loan Range (:Iii) 
_N_o_o _f __ N_o_o_f--% ..... o _o_f _____ __,,5_0-0 ...... 0---1.,,...00..,...0"'""1---.-

Persons Families Families<5000 l OOOO 20000 >20000 

1 - · 5 

6 - 10 

.> 10 

Total. 

al , •;o 

19 

25 

6 

50. 

100 

38 

. 50 

12 

100 

100 

2 8 3 

4 · 4 6' 

1 l ' . 2 

7 l3 1 l 

14 26 22 

Source: Field s·urvey Da·ta, 1996 Q 

6 

11 

2 

19 

38 

75 

Repayment Rate 

1-99 100 % of 
(No) (N )full·. 0 Repay. 

.4 

6 

1 

15 80.0 

19 76.0 

5 83.3 

11 39. 

22. 78 · 

The table also shows the number of. families th.at paid 

part of their lo~~, the number that· pcid all and the percentag~ 

of each family group,that completely repaid her loan. Family 

size could be seen to have both negative and positve effects· 

on loan r~payment. The middle family, ·instead of making the. 

highest p~rcentag~ of full repayment as it made the highest 

locin acquisition, had the least percentage of full ~ep6yment~ 

That family size has negative or positiv~ effect on ·loan 

repayment deper:ids on how energetic and ·;rnterprising members· 

of ea~h family.are. 
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'4.·1 ~ 6 Loan Size Received 

Table 4.5: Size of Loan Received and Repayment 
'Rates" 

:- Loan Range (#) Repayment. Rate.(%) 

Amount (#) No % 
1 49 50 99 100 
No %, No % No 

< 5000 6 12 6 

5000 10000 13 26 - ' l 7.7 12. 

10001 - 20000 12 24 1 8.3 11 

> 20000 19 38 4 21. 1 5· 26.3 10 

Total 50 100 4 7 39 

% 100 100 8 14 78 

Source: Field Survey bata, 1996. 

76 

% 
100·.0 

92.3' 

91.7 

52.6 

Table 4.5 ih6ws loan range against the number and . 
p~rcentage of recipients and rate of tepciyment. The 

repayment rate. was further subdivided into three as shown~ 

While p~rcentage part r~p6y~ent increased with. th~ 

amount of loan receipt,. percentage full repayment was in 

the reverse order. ·From ~he table the size of loan 6mount 

has a negative effect on fu~l lo6n repayment. A bistogra~. 

and line graph sho~ how loan size affects full repayment 

rate. , 
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. Size of lo6n could mani·fest a negative or positive 

effect on repayment, The type of effect· depends on economic 

climate. If there is business boom higher loan receipt 

sho~ld have higher repayment rat~ all things being equal,· 

but if there is a business recession, repayment rate may. 

be in the reverse· order. 

4.1.7 . Type of Agr{b0siness 

Table 4~6: Distributi~n and Repayment Rates of Loari 
According to Agribusiness Type. 

Type of Agribusiness 

Dummy 
Variable 

'Agribiz .Prodn. ( 1 ) 

Agribiz.Mkting. (2) 

Total 

% 

No 

32 

18 . 

50 

100 

% 

64· 

36 

100 

100 

Loan Range (#) 
Repayment Rate 

( % ) . 
L. 5000- .1oool- 7 1-99 100 % o-.f 

5000 10000 20000 20000 (No) (No)full 
Repay. 

3 10 
3· 4 

6 14 

12 28 

9 

4 

13 

26 

10 

7 

8 
· .• 

24 75.0 

83.3 3 · l5 

17· .11 39 

34 22 78 

Source: Field Survey Data, 199'6u 

Table 4.6 shows that 32 per~ons or 64% 6f the sampled 

a~ribusiness CB borrowers cingage in agribusiness production, 

while lff persons or 36% e~gage in agribusiress market~~g. 

Loan range distribution to borrowers in Jhis two'sub-sectors 

qf agribuiiness· are shown on th~ tabl~. Also shown are the 

number of fully or partly repaid loans~· The percentage full 

repayment ·is equcilly shown. 
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Agribusihes~ production fully repaid 24 loans or 75% 

of its loqn portfolio while agribusiness marketing tully 

repaid 15 loans or 83.3% of its loans.· Type of agri

business in this itudy se~ms not to have much effect on 

loan repayment rate" It is possible that either could 

have a higher repay~ent rate depending oh the trend of 

business at a particular period. ~-

Sources of Agribusiness F~nds 

Introduction 

Agribusin~ss operators have different ways of 

sourcing fund-for t~eir business~ These include formal 

and i~formal $OUrces. Whil~ som~ of such avenues are 

known and op~n t~ some agribusirress ~en otheri. are not. 

The avenues may include ~ersonal savi.ngs, friends, rela

tions, traders, money lenders, thrif~ saving ~roups (Esusu), 

clubs, unions, cooperative societies, ,com~ercial bonks, 

loan agencies, ~eoples Bank of Nigeria, Co~munity Banks etc. 

Community Banksu Loan to Agribusiness in Imo State 

Co~mun~ty Banksij mobilized funds ~re given ou~ as 

loans. and advances to eight ~~ctors of the national economy 

namely Agriculture and Forestry, Mining and Quariy, 

Manufacturing and Food Processing, 
0

Manufa~turing (Othe~s)i 

Real Estate, Comm~rce, .Transport and Communication, and 

Others (NBCB Form 400, Appendix I). Agrib~siness ~ector 
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in the schedule is covered _peril~ ·by. Agriculture and 

F~restry, Manufacturing and Food Processing, both of 

~hich are a~iibusiness production~ Agribusiness 

mark~ting is covered in .gen~r~l Commerce. 

80 

: Table 4.7 shows the· ~otal and agrib0siness production 

loan portfolirn.of the sam~led CBs in Imo Stateo The table 

shows the total loan portfolio of each sampled bank; the 

a~ount of money, ~he percentage co~iribution. and the yearly. 

average loan ~o agribusiness produbticn for the ~eriod 

under ~eview. The mean perccintage contribution was 

obtained cis 8.21%. 

Table 4.7: Community Banks' Loan to Agribusiness 
Production in Imo State - (1993-1995). 

Respon- Total.Loan Loan to % to Agri- Av.Yearly Av.Yearly 
dent Portfolio Agribiz. b,iz. P rdn. Lcian Port-Loan to Ag~· 
CBs (#) Prodn.(#) ( % ). folio (#) Prodn; (#) 

1 46716606 101721.5 2. 18 15572202 339072 
·2 3537082 352779 9.97 1768541 176390 
3 28708734 3922185 13· •. 67 9569578 1307395 . 
.4 573387 449860 7.85 19:1129 149953 
5 13760469 559314 4.06 4586823 18.6438 
6 14305966 605poo 4.23 4768655 201667 
7 2922876 450713 15 .• 42 1461438 225357 
8 7096184 2201800 . 31 . 02 2365395 733933 
9 10249.794 644566 6~29 3416598 214855 

10 8857460 2650800 2~.94 . 2952487 883933 
1 1 3518184 545094 15.49 1759092 272547 
12 24951815 587594 2.35 8317272 195865 

Total/ 170358557 13986920 X= 8.21 
Mean 

Source: NBCB Zona! Office Enugu, 1996. 
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From table 4.6 the ratio of agribuhiness. producti~n 
I 

and agribusiness ma~keting practi~es were obtain~d as 16:9 

respectively.· Following the same. ratio agri~usiness marke- -

ting loan from CBs is calculated as~ 

Agribiz.Prdn" 
= Agribiz.Mkting. 

·x = 4w62%, 

16 
9 = ~21%. 

·X 

where X = agribusiness marketing. 
. . . Agribusiness percentage s~onso~ship = agribuslness 

prod~~tion peicentage sponsor~hip + agrib~sineis marketing 

percentage spon~orship, that is 

8.21% + 4.62% = 12083%. 

This compares with an earlier·report that a.gricultural. 

loans accounted for 18~8% of CBs outstanding loan portfolio 

(CBN, 1993). The 12.S3% is thus below the average· national 

performance of CBs. This is not expected in a state wit~ 

such number of CBs and such number of rural populace at 

which C~s are supposed to target. 

Com~ity B·.:inksu Rate of ·Sponsorship of 
Borrowersu Investments 

.. 

..i 

CBs have variedly sponsored borrowers 0 inve~tments. 

Some were b~dly sponsored, so~e fairiy, some well -0nd otheis 

over-sponsored following the ratio of loan sum to investment 
: I • • ' 

sum. The rates of sponsorship are·shown ·on table 4.8. 
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Table 4.8: Perce·nt age Sponsorship of Community Bank.s 
BorroweFsv Investments and Their Rates 

,. 
o·r 

Repayment. 

Rate of Repayment (%) . 
of Percentage No 1-99 100 % of part % of full' Remarks 

Sponsorship Invest. (No) (No) Repatment Rep(lyment 
badly -., 30.4 27 .2 25 7.4 92.6 sponsored 

" 

30.5 60.4 12 4 8 3393 66.7 fairly 

60.5 -100.0 5 1 4· ·2ouo 80.0 .well 

>100 6 4 '2 66.7 33.3 over 

· Sourc~: 'FiEdd Survey Data, 1996. 

:-·As it were, it wa~ the badly sponsored projects which 

made: the high_est full repayment of 92.6%, · while the over 

sponsored. fully repaid only 33~3%." The percentage ·of f_ull 

II 

. II 

II 

an.d part repayments are shown fpr each category of sponsorship. 

The bddly sponsored group who mcde_·the highest full 
. · .. 

repayment may -hove ·sourced fund from other avenues. especially 

personal savings, and in an attempt to be good customers to 

earn further CB sponsorship made imp~essive repayment. Over 

sponso~ship must have led·~o diversion of loan fund resulting 

to poor.repayment. 

The fifty sampled CB borrow~rs altogether invested the· 

sum of Nl0,209,614. CBs sponsored these investm~hts to the 

tune of N2,029,200, a 19.88% sponsor.ship, table 4.9. 
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Table 4.9: Investm~nt Funds of Fifty Agribusiness 
Community B.ank Borrowers.· 

No of Sum CB Owners' Average Avo Ownersu Av. CB ~B· % 
Invest- Inve;ted Loan. Equity Investment Equity Loan Span-

·· · · rnent :f (#) (#) (flt) (#) (#) (#) sorship 

50 

Table 

No 

% 

10209614 2029200 8180414·204192u28 168608.28 40584 19 •. 88 ____ .,.._.~ .. , 

Source: Calculations from Field Survey Data, .1996w 

The table shows the total and average amourit of money contributed 

by borrowers to their investmenti a~d those by CBs. ihe 19.88% 

sponsorship shows a badly sponsored project by our classification 

on table 4.8. 

Awarenes~ of.Community Banks~ Services 

·Owing to the fact that adeq~ate business funds do not 
. . . ' 

re a c h mos t o f. t he gr as s r·o o t a gr i b u s i n e s s me n des p it e · t h e s o 

far implemented Rural Banking Programme, government in 1990 

set up a novelty grassroot bank, the Community Bank to fill 

the financial gap. The probl~m of CB ever since has been to 

cr·eat.e awareness among the business class. including the 

agribusin·ess men. Table 4.10 shows awareness of CB activities 

among the ninety ag:ribusiness respondents. 

4. 10: Respondents a Awareness of Comrr11.-! r; i.t y -hanks 0 

Services. 

No No of No gra.nted 
No operating 

No not operating aware account· 
of CB CB CB with 

account with 
Services Customers Loan Other banks any bank 

90 66 50 81 9 

100 73.3 55.6 90 10 

Source:· Field' Survey Data, 1996. 
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All the respondents claimed kn9wledge of the e~istence. 

of CBs qnd their services,· that 'is a.:100:fo awareness. This 

agrees with the statement of the Central Bank of Nigeria 

boss that CBs h.ave achieved a good spr~ad (Ogwuma,.·· 1994)~. 

Distribution of CB services enjoye~ bi respondents are' 

shown on table 4.lo.· Fifty ~ersons or 55.6%-of the 

respondents.or. 75.8% of CB customeis'received loan from 

C~s .• ·Eighty-cine pe~sons·or 90% :of the resp.ondents enjoy· 

banking services.· Only nine persons or 10% have no acceis 

to banks .• This lmp~ies some more work for CBs to extend 

banking·~ervices to fhem. 

Other Sources of Agribusiness Fu'nds to Community 
Banks' Agribusiness Borrowers 

Table 4. 11: Other Sources of Funds to CB 
Agribua{ness Borrowers. 

Friends 
Source of 

Fund 
Personal Thrifts/ and Savings 'Esusu 

-Coop Mer~ Unions 
Socie~~hant/ and 
.ties· Dev. Clubs 

PBN 
Relations 

Banks · 

No Benefiting '43 5 4· 4 ·.2. 1· 

% Benefiting 86 10 8 8 4 6 2 

Source: Field Survey Data, 1996~ 

Table 4.11 shows other so~rces of funds to CB agrib~siness 

borrowers. It is obs~rved that none of.them borro~ed from any 
. . 

Commercial Bank or money lender. It could be they had softer: 

loan conditions in CBs compared to the stringent conditions 

of commercial banks and money lenders ·since all ~f th~m only 
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borrowed from CBs. This vindicates CBs as the emancipators 

of agribusiness holdings. 

However, forty-three persons~~r 86% of. the borrowers 

had to augment their investment funds from personal savi~gs, 
' ' 

showing hea~y ~epen~ence on the m~agre savings of some 

s~all hblder agribusines~ men. this results to gross under

funding of the sector •. Other sources of funds are as shown. 

on the table. 

Analysis. of Regression Results .. 

. Introd.uction 

Multiple regression analysis is a method of measuring 
. . . . . 

concurre~tly the effects of seviral iridependent variables on 

the dependent variable (Schroeder, Sjouist et· al, 1990). 

Thii was applied to loan repayment to see .how the chosen 

independent vaiiables affect loan re~ayment individ0ally and 
~ . ' 

collectively! 

Functional Form of Best Fit 

Of the three models tried, the double logarithm was 

prefeired because it proved the most valid~· Even though the 
2 . 2 

R was low, F-test proved it valid, since ~igh R is not the 

sole determinant of validity of a regression model _(Schroede;, 
I 

Sjoquist e_t al, 1990). 
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I 

Both double and semi logarithmic functions ·were valid 

bu1 the d6uble· log •. wai preferred because its intercept of 
' . . . . 

7u1345 in a loan ad~inistration model implies that at the , 

worst of loan default, 7% of 'the loan must be repaid;· while 

the i.ntercept of semi log·, 253" 1826, implies that at the 

. woist 253% of~the loan must be paid back. The ~otter is 

n~t very posiible in loan administration·whers the tendency 

to default is always the~e (Oyaidye, 1981). Table 4.12. 

shows. the results of the three functional forms. · 
·.· 

Table 4.12: .Regression Results of the Functional 
. Forms~ 

Functional Intercept 
Form~ (C~nstant) 

. -2 
R . 

------,-.-
F-ratio M .• s. 

---------,-----------------Linear 
function 119.3118 0.1549 103134 0,0370 21.86734 3768.203 628.o'-34 
(Y = X. )" 

1 . 

Semi-log. 
function 253.182($ 0.3316 3.5561 0.2384 19.4466 806a719 1344.787 

· (Y=Var. x·.) 
' .1 

Double..:.log 
function 
(Var.Y= 
Var.X.) . 1 

7.1J45 0.3193 303623 0.2244 003407 

R
2 

= -Coefficient of Determination 
-2 R · = M0ltiple R 

S.E.= Standard Error 

S.S.= Sum of ~quares 

M.S~= Mean Squares 

D.F .= Degree of Freedom = .(6,43) .· 

Source: Computed from Field Survey Data, 1996. 
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4. 3. 2 Test of Significance of Double Logarithmic Function 
I 11 

R Square '(R 2 )!. The.R 2 was 32.%> showing that c~anges in the 

independent variables account for 32% of the variabilities 

in the dependent ~ariabl~~ ·The other 68% was attributable 
' 2 

to error term or the non-included variables. R was not 

high, but F-test validated the model since high R2 is not 

the sole determinant of validity. 

F-test. The F-tabulated wat recid at 6 an.d 43 degrees of 

freedom as 2u34. Since F-c_alculated, 3.36 > F-tabulated, 

2.34, the null hypothesis ·that the ~odel is not significant 

is rejecte~. The statisti~al significance of the model wbs 

therefore accepted and used for anal'ysis. 

Test for P6rameter Estimates.·. The parameter estimates were 

tested at 0.01, 0.05 and 0.10 l~vels of probability. Table 

4.13·'showi the ones that are significant ·and those that are 

not.· These. are the most 6ommonly used levels of tests 

(Lewis-Beck,. 1990). 

The independent variables which included age (x
1
), 

n e t i n come ( X 2) , e d. u cat i on a 1 I e v·e 1. ( X 
3 

) , fa m ·1 1 y s i z e ( X 
4

) , 

loan size (X 5 )·, ·a~d type of agribusine~s (x
6

) of the 

borrowei were regressed on the dependent variable (Y} and 

the following results were obtained,·tcible 4.139 

CODESRIA
-LI

BRARY



Table 4.lJ: R~gression Results of the Independent 
Variab.J..es. 

Independent Regre·ssion . Standqrd 
.Variables Coefficient Error 

T -,-Valuf.l Level of 
Significance 

0.05, o. 10 

88 

_x 1 

X 2 

X3 

'-0.5213 

0.0681 

-0.0577 

0.0437 

o. 2267 

0.0302 

0007997 

0.1121 

0.0409 

0 ~ 1434 

2.2300 

2.2550 

0.7215 

0~3898 

3.5600 

o •. 4672 

0.01, 0.05, o. 10 

N.S •. 

X4 

x· 
5 

x6 0.0670 

Intercept,· b0 

R~ 

F-cal. 

N.S. 

= 7. 1346 

= 0.3193 

= .3 g 3623 

- . Not sidnificant. 

N .S. 

0.01, 0.05, 0.10. 

Source: Computed from Field Su~vey Data, 1996. 

From table 4.13.·inde~endent variable x1, a~e of 

borrow.er; X 2 , net in come cmd X 5 , loan size. were found 

signifi~ant le~ding to the rejection of Jheir null 

hypotheses that they had no sigri~ficarit effect on 1 the 

dependent variable., Y. Variabl~s x3, educational le~el; 

x4~ family size and x6 , type ~f a~rtbusiness ·were fou~d 

to have no significant effect on t~e variabilities of the 

dependent variable. Their null hypoth~ses weie therefore 

reta.1.ned. 
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· Estpblishecl Re~ress~on Lineo 

·established as: 

' 
The regression 1ine was 

89 

log Y = 7~ 1346-0.52·13~ogX 1+0~0681logX 2-0.0577l?gX 3+0.04,37-logX 4 
SoE'. = (002267) (000302) . (0.07997) (0.1121). 

~ 0.1456logX
5

+0.0670logX
6 

·n 

(000409) (001434). 

SoEo = St~ndard Error 

= 

= 

50- (sample ~ize) · 

003193 

30362·3 •. 

. The regression line thus disagre~s with the additive 

property of. mu 1 t iple, regression (Lewis-Beck, 1990) and has 
. . ' 

becom~ one of the exceptidnal caseso 

.3o3 Effects ·of the Independeht Variables (Xi) bn 

~oan Repayment (Y) 

Some of.the tnd~pendent variables affectea loan repay

·ment di ff ere.nt ly. 

Age of. borrowe·r- (X 
1

) J ·' · . 

Age of borrowei had a margin?! contiibution of -0.5213 

on. loan ·repayment,· ~i th an inverse relat :Lons hip.· This agrees 

with. ~he fi~ding on Table 4o1~ The table shows loan repayment 

d~creasing as ?9e increases a This is in agreem~n{ ·wi~h a. 

priori expectaticino A young man starting life Ond sourcing 

money for business r~pays his loar:is to- his banker' so. as to be 
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able to bor~o~ again for.rein~estment.· But as he c.rows . ..., . . 

older and accumulat~s his own capital,· he may· tend to be 

less concerned about loan repayment since he could do 

without further loan. This ~iffeis from Orglersu 

statement in 1975 that "the pay off probabilit'y of an 

applicant who is fifty ye·ars is twice as high as that 

whose age is twenty five years". 

90 , 

Wh~n subjected to at-test of .significance, dge was 

fo~nd significant at 0.05 and 0.10 levels of probability 

leading t6 the rejection of the null hypothesis that age 

-has no significant effect on 16an re~ayment. The r~s0lt 

·. obtai~ed is i~ line with earlier work by Arene (199d) and 

Mejieha ( 1991). 

Net Income(X
2

) 

Net income showed a positive relotionship with loan· 

repayment rate. It has a m~rginal contribution o~ 0.0681. 

This agrees- with a priori expection as observed by Arene i~ 
' ' 

1990. · As · one has more disposable income the better:· placed 

one is to repay one~ s ·loan if moral sau s ion is anything to 

go by.; Thi.s agrees with the finding on table 4.-2.. Even 

though repayment decreased from ·fhe first income grou~p to 

the second, it thereafter increased progressively 'to the 

fi~ih income.group before it decreased again tci tha· last 

group •. On the average loan repayment increased as income 

··· increased. 
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When subjected to· test of significance, it was found 

highly si~nificant ~t 0.61, 0~05.and 0.10 levels.of pro

babilities •. Thu,s it has very high contributiQn to repay

ment rate. The null hypoth~sis was therefore rejected and 

the alternative accepted. 

Educational Level (X 3). 

Educational level had a marginal contribution on 

loan repayment rate following. a regression coefficient of 

-0.0577 •. Its ·negative sign is in line-with expectations, 
I . . . . , 

as ~eople.·wi~h higher educatid~ have mo~e avenues _for 

investments which could result to diversion and loan default. 

This agrees with the findings cin tabl~ 4.3~ ~here people 

with no formal education had more full repayment than ·those 

with primary education; and those with primary ~ducation 

had more than those with secondary education. 
I . 

But ·the 

,t er t i a r y e d·u c at e d borrowers re pa i d more f u l ly t h an t h o s e 

of primary and seconda_ry educationa.1· levels. This cou.ld 

be attribu~ed to the fact that their higher edutation may 

have made t·hem more responsibl.e citizens and hence· more 

prone to keeping to loan_ agreement. 

Test of statistical signi~icance proved its estimate 

non-significant at the three levels of probability leading 

to the retention 6f its null hypothesis. 
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Family Size (X 4 ) 

A marginal co-ntributiori cif ·o.0437 was made to -loan 

repayment by family size. The sign cf the coefficient ·was 

positive suggesting. that loan. repayment increased along the. 

same line with family size •. Thi's depends on the .situation .. 

in the family. ~If family members aie productive, siz~ will 

show positive response, otherwise it shows negative. Table 

4.4 shows both negative and positive .responses • 

. The test ?f signifjcance showed'.that family size made 

no stqtis~ical significant. contribution to loan xepayment. 

The null hypothesis then rem6ined vclid. 

· This showed a mar'ginal contribution of -0. 145-6 to 

l6an repayment. · It had at-value of 3.5600 whi~h proved 

highly significant 6t the three l~v~ls of measurement· 

commonly used. This agreed with earlier ·findings of 

Arene (1990) and Mejieha (1991). It however show~d a 

negative relationship, showing that os loan size.increased, 

repayment moved in the opposite direction~ The res~lts 6n 

table 4.5 agrees with the·e~pectationi of the regression 

result. 

But loan size could hav~ a negative or positive 

effect dependfng on.t~e economi9 climate. If there is 

bo~~, profit~bility will. be high l~ading to hig~ lo6n· · 

repayment, ceteris paribus. If there is ·recession, 
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profitability becomes low leading to negative attitude 

to repayment. 

93 

The null hypothesis that loan size has no significa~t 

effect on rate of repayment.was thrown out. 

,Type of Agribusiness (X
6

) . 

This variable m~rginally contribvted 0.0670 to loan 

r~pa~ment iate, ~ith a.non-statistical significance. The 

a priori e~~ectation of the r~gression s~owed a positive 

relations.hip., This might not apply s·trictly in pr··octical 

life as either could be .positive o.r negative at diffe.rent 

times. Table 4.6 showed little difference in.their full 

: .. repayment rates ai to warr~nt sig~ificant difference. 

The null hypothesis could be accepted with so~e 

reservation. 

Summary of Test of Hypothesis 

Table 4. 14: Summa~y of Tests of Hypothesis on Loan 
Repayment Rate .f~r Independent Vciriables. 

Hypothesis 
Level of 

Rejected ·Significance 

1 Loan repriyment rate is not affected 
by age of ._borrower · 0.05, 0.10 , Yes 

2 Loan repayment is not influenced 0. 0_1, 0.05, 
by the ·net income of borrowers O. lO Yes 

3 Educational level is .of no signi-
ficance to rate of loan repayment N.s. No 

CODESRIA
-LI

BRARY



4.4.0 

94 

Table 4.14 (cont.) 

Level of 
Hypothesis Reject~d 

Significance · . 

4. The size of the family dQes not, 
influence loan repayment 

5· That loan size dries not affect 
loan.repayment rate 

6 That type of agribusiness has no 
effect on loan repayment 

N.S. 

o:o,, 0~05., 
o. 10 

. N.S. 

Sou£ce: S~mmary of Statistical Regression Tests of 
Signific·ance of Field Survey Data, 1996. 

No 

Yes 

No 

The findings about significance and non-significarice 
. . . . 

of th~ independeot variables contiibuting to loan repaym~nt 

are summarised on table 4.14. The null hypotheses of the . 

variables· that made· s tat is t i colly significant con tr.ibut ion~ 

· were rejected. The probability levels a~ which they were 

significant are· s peci f i·ed" Those variables whi eh made ·no '. 

statistical c~ntribGtions ·had·th~ir null hypotheses accepted. 

Performance of Community Ba~ks Agribusine;s 
Borrowers and Community Banks Agribusiness 
Non-Borrowers 

Introduction 

The·performance of CB agribusiness borrowers ahd non

bor.rowers were compared. The comp a!' ison was based on their 

mean net incomes (Table· 4.15 and Appendix II). 
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4.4.2 

I ;; 

Table 4u15: Total 6nd Mean Net Incomes of the Fifty 
Community Bank Agribusiness Borrowers 

Agri
business 
Group 

50 CB 
Borrowers 

. 40 Non-CB 
Borrowers· 

and ~he Forty tommunity Bank Agiibusiness 
Non-Borrowers. 

s tan cfai:d 
Total Net Mecin Net 

Devia
Income. (#) Income(~) 

11195402 223908.04 

3370513 84·262. 83 

tion 
) 

· 629972. 240) 
) 

18~843.476~ 

T-Vaiue 

·1. 35 

95 

.Du F. 

88 

Source: Computed Total and Mean 'rncomes of CB Agribusiness 
Sor.rowers and Non-Borrowers from Field Data,· 1996. 

Percentage of Mean Performanc~. 

'The percentage of the merin net inco~e of the fifty CB 

borr~weis oyer that of th~ forty CB non~borrowers is 

established. 

Mean Net Income of· 50 CB Borrowe·rs 

Mean Net Income of 40 CB Non-Borrowers 

Me·an difference of borrowers over non-
borrowers 

Percentage·Mean Performance 

Tes t o f S i g n i f i c a ri c e o f M.e an s 

:: 

= 

== ~223908.04 

:: fq: 84262.83 

= #139645.21 

139645 0 21 
84262.83 

165.73% 

X 
100 -,-. 

A t~test statistic of .significance was conducted un the· 
. ·, 

m~an net inco~es of the two sets of agtibusiness operators at 
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at-calculated value of ~.35 and 88 degree of freedom(table 4.15)at 

0.10 level· of iigniffcance~· The t-tabulated was read, 

t-tab
0 

__ 
051 88 

= 1;658 

Since t-cal, L35 <.t-tab, 1.658, we hold the null 

hypothesis that there is no significant difference in the 

mean net·incomes of. the CB agribusiness borrowers and non

borrowers. 

However a significant difference was noticed at Oa20 

level ~f probability 

.·-t-:tab0 • ,o, 88 = 1.209 

·Sin,ce t-caL, .1.35 > t-tab, 1.289, we rejec_t the null 

hypoihesis that there is- no significant differ~~ce in the 

m~ans of CB agribusiness borrowers and non-borrowers.at 80% 

confiden~e intervalu 

Capital Structure and Cr~dit Risk Position of 
Community Banks Agribusine&s Borrowers 

Introduction 

The history of inititutional cre~it administration 

'in Nigeria _has not been impressive when evaluated on 

repayment basis' (Arene, 1993). ,:-he situation arises from 

wro~g assessment of financial positions and poor· methods of 

selecting borrowers. To improve the repayment position, the· 

faulty assessments have to be redressed. 
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The f{ncincial position of an intjividual or groups 

of i~di~idual~ or comp~nies is obtained from financial 

~ecords or staie~ents of accounts. The financ~al state

ments are analysed to dete~mine the overall position cind 

to find out certain financial aspects such as earning 

prospects and debt paying ability er credit worthiness. 

,Financial ~tatement analy~is requires that the r~lation

ship·between items or groups of items be highlightid 

( Pyle , · W hi t e . et .al , .1 9 8 0) • 

97 

. In this section the financial position.of the fifty 

agribusiness ~ommunity Bank borrowersu holding is ,examined. 

A .number of .. assumptions. made iri order to effect the analysis·· 

include:-

- the fifti agribusiness borrowers formed a 

general partnership holding, 

- the company had 40,000 ordinary shares worth 

approximately #204.52 each, 
I 

~ interest charge on the loan sums was 

in the stated loan amounts, 

in~built 

- the compan~ had.a single capital structure, 

having only common._shares,·· no preferred 

shares and no bonds. 

Financial ratios were applied on the following 

information f6und on the compqnyus statement of accounts, 
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shown on table 4 ~ 16 for the purpose of assessing the 

capital structure. 

Table 4. 16: Company's SouI'.ces and Uses of Funds (N) 

. Owners' 
Creditors' I nteres·t Opera-

Net .Gross 
Equity 

Equity Charge tional 
Income Income 

(.Loan Sum) ( 21%) Cost 

8180414 2029200 4-26132. 10209614, 11195402 ·21405·014 

Source: Cal cul at ions from Field Survey Data,. 1996·. 

Lever·age Ratio. The following levercige ratio~ were applied.· 

to·the cpmpany 0 s capital. structure. 

(i) Debt/Eq~ity Ratio 

. (ii) 

= 

= 

Creditorsu equit~ 
Owners·0 equity 

2029200 
8180414 

X 
100 

1 

::: 24. 81% 

Debt/Total Capit9l Ratio 

= Creditors' equity 

X 
100 

1 

Creditors'+Own~r~ 0 equities 

= 2029200 
·j 0209614 

= 19.88% 

X 
100 
1 

X 
100 

1 

: The lower th~ two ratios, the better- for the share

holders bec~use most of the profit ·goes to them as dividends. 
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(iii). Equi t.y/Total Capital. Ratio 

= Owners' equity 100 
X 

· Creditorsu + Owne.rs 1 equities 1 

= 8180414 100' 
10209614 X 

l 

= 80.,12% 

Creditors like to see high proportion of this ratio 

becau~e owners 0 equity acts as a cushion in absoibing 

loss~s. and ensures high repayment rote of creditors' equity •. 

(iv) · Coverage ·Ratio· 

Income before tax and interest charge 
X Interest charged 

·. 

= Net income+ Interest charged 
Interest charged 

= 11195402 + 416132 
426132 

2727.21% 

X 100 
-1-

100 
X --1 

100 
1 

This· measures the ext·ent to which income generated 

covers tax and iriterest 6n loan. This company is on tax 

holidays and liable. to no tax. The higher the ratio the 

more ~ecure is the.creditors 0 equity and the higher the 

di~idend of shgreholders. It showed how· many timis the 

income realised covered the interest ori loan. \ It showed 

managementus capability to utilize investment funds 

effec_tively:. 
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Rate of Return. 

investment itemso 

The ratios assess the returns made on 

(i) · Total Asset Ratio 

100 

= Net profit after tax (and iriter~st charge) 160 
Tota'l capital investment x l 

11195402 100 
10209614. x T 

= l09. 67%. 

Thri company had more·than. 100% profit. 

(ii),. Return on Ownersu Equity, 

= 

= 

(iii) Return 

= 

-

.. 

Net profit after tax (and interest charge) 
·Owners 0

. equity 

11195402 
81804 14 . 

136.86% 

X 
100 

1 

per Common Share Capital 

Net ·income· 
No of common share .capital 

11195402 
40000 

ti.!:279.89 

Before performance is finally.asiessed, the amount 

earn~d i~ compared with.th·e earnings of ·other such companie~

in the·sami industry. It· could be compar~d t6 a generally 
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set ~tandard for the industry or that set:by the company 
I 

probably at a base year. rt helps investors to decide 

ithe c6mpany on which to invest for maximum returns. It 

is usually quoted in.the w~ekly stock market report for 

public com~anies~ 
r 

Discriminant -Analysis 

' Becaus~ of the faulty methods used in selecting 

borrowers, a lot of def~ults have ·been noticed. It. 

thercif6re· becomes, necessary to adopt a more efficient 
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···m~thod which will discrimiriate between good and bad credit 

risk borrowers with greater precision. This is found in 

discriminant a~alysis. · Churchill (1976) defined'd{scrimi

nant analysis as a linear combination nf independ~nt 

variables that maximally differentiatm bet~ee~ and among 

groupso 

The set of socio-economic variables studied and 

disctiminat~d are age ex,>~ riet inc~~e··cx2)' educational 

l~vel (x
3
), -~amily size (X 4), loan size (x 5) and type of 

agribusine.s~ ·.cx6), as in regression analysis~ 

The agr i business b_orrowe~s- we~o grouped into two. · 

Elev~n person~ who repaid less than 100% ~f their loans 

were grouped i, .. bad credit risk. Thirty-nine who repaid 

100% of their loans were grouped II, good credit iisk 

(table 4.19 and AppeMdix III). 
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Test of Significance for Developed Discriminant Model 

Th~ developed model was subjected to statistical tesl .. , 

of significance. The results a~e presented in table 4.17. 

Tabl~ 4.17: Results of Statistical Test of Significance 
for the Developed Discriminant Function • 

Canonical Correlation 

Wilksu Lambda 

Chi-Square (Calcuiated)· 

Degree of Fieedom (d.f.) ' . 

Chi~S.quore ( tabulated) o·. 7 5 , 6· . 

::: 

::: 

::: 

::: 

::: 

. 0.3171851 

0.8993936 

4.7716 

6 

3u43 

Source: Computed from -Field Survey Data, 1996. 

The low canonical correlation coefficient of 0.3171~51 

and the hi~h Wilks• L~mbda of 008993936 indicate that the 

discr~minant funrition developed does not._provide· sufficient 

inf6rmation for measuring credit riskiness of a~rib0siness 
- ? 

borrowers. However the calculated x·· uas faun~ significant 

at 75% lev~l of probability, th.us rendering the ·function 

valid. ~ince x2
cal., 4.7716; X

2
tab, 3.45, the null· 

I i\ 

hypoi~esis th6t none 6f the discriminant variables made 

significant contributiori to credit worthiness 6f a~ri-. 

business borrowers is thrown off. The developed discrimi-. · 

···nant function can therefore be used to discriminate .between 

good and bad credit risk borrowers. 
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Contributions of Individual Variables to the Modelo The. 

group centroid for group I was 0._61703'and group II was 

-0017404. Thi~ means that the higher the composite score 

of any agribusiness .mah, the higher th~ probability that 

h~ will be classified credit worthy or otherwise. The 

estimated function for the agribusiness men using ·stepwise 

discriminant analysis and their percentage contributions 

to the mode'l are .shown on table ·4" 18 • 
. ' . 

iable 4.18: Coeffici~nts of Independent. Variable~ 6nd 
their Per~entage Contributions to the 
Total Discriminant Score. . . . 

Mea-n % Con-Varidblos Coefficients difference Product ··tributiori 

xl 0.74019 4.91609 3u63884Q6 N.S. 

X 
2· 

O" 68535 . 225852.28 154787086 94.83 

X3 -0"39635 0.81818 ·. o. 324856 N.S. 

X4 -0. 13431 o. 13986 · 0.0187846 NoS. 

_X5 0.38555 21862 0 005 8428.896 5. 16 

x6 -0.31037 0.0979 o. 0303852 N.S .. 

N.S. - Not Significant •. 

Source:· Computed from· Field Survey Data, 1996u 

The coefficients of some of the variables show that 

some have positive effects (table .4.18). Net income (X
2

)

had a positive contribution of 94.83% to the mode~. Thts 
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means that as net income increases, the chance~ of bec6ming 

good ciedit_ ~isk in~reas~s for the agribusinass man. Loan· 

size (X 5 ) had a positive contribution of 5.16%, showing. 
. . . 

that as size of loan. increases,· the credit worthiness ·of· 

the borrow~r increases. Variables x
3

, X~ and x
6 

had 

negative coefficientsj sho~ing that as their valu~s 

increase, the chances of the borrower being credit worthy 

decreasesu However their cont~ibutioni t~-the m~del were 

statis\ically non-significant. Variable x
1 

had_no statis

tic~i signifi~an~e but.had a positive ~ontribution. This 

finding agr~es.with Alti~a 1 s ·stand as quoted by Orgler 

(1975) that financial ratio v~riables .are better discri-·, 
m·inators. 

The p~rc_entage of "grouped." cases correctly- c.lassi fi~d 

(f~c) ~as ·70%~ table 4.19~ 

Table 4.19! Clas~ification Results of Estimbted 
Discrimina~t Function. 

Actual Group 
No of 
Cases 

.Predicted 
Mem_bership Group 

1 

·1 1 1 7 

i3ad credit risk 63.6% 

2 39 n 
Good credit risk 28.2% 

Percentage . of "Grouped" Cases· Corre et l y Clas si ~ 
_fie d ( p CC) : 

Source: Computed from Field Survey Da·ta, 1996. 

2 

4 

36.4% 
.28 

71. 8% 

70.00% 
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If the percentage of "grouped" cases correctly 

tla~sified (Pc6) is high, the function could be used fo~ 

predic~ion, but the·actu~l pr~dictive e{ficienc~ i~ tested 
. ~ . . . 

on a fies~ sa~ple of the same po~ulatioh (Churchill, 1976). 

Since the P~c bf the:d~veloped mod~! is as high Os 70%, the 

.model was- tested on anothe·r sampl,~ to ascertain its predic

tive efficacy.. the percentage "of -bad credi.t -risk classified 

as: g?od credit risk is 36.4%. This will le~d to loss of 

·fund an1 eventual shrinkage of. loan· volume: It may· 

furth~r· lead to total liquidation. Th~ pe~centage of· 

~ood credii·risk borrower~ ciass~d a~ .no~-~orthy is 28~2%._ 

This will lea~ to the recovety of. for~gone. loan but is not 

enough to cover th_e· loses sustained_ by the. misclassification-. 

A fresh sample.of 6· bad Credit ~isks cis gro~p I and 

20 go.od c~edi t_ risks as group II was used to· test the 
. . 

predictive effic~cy of th~ developed function~ .The 

classiiicatio~ was b~sed ~~-rate ~f re~ayment)··~ess tha~· 

_ 100% for the "fo.rmer ·an.d 100% for ·the lattex:., The percen

tage of "grouped" c_ases correctly classified is 76.92% 

( T a b le 4 • 2 1 ) ~ 

. A statistical test of the predictive function was 

conduc.ted ·and fo_und significant at O. 50 level of 

significance (Ta~le 4.20). 
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Table 4.20: Results of Statistical Test of Significance 
for the Predictive Discriminant Function. 

Canonical Correlation 0.5356740 j 

Wilks' Lambda ·,. 0.7130534-

Chi-Square ( caL) 7. 1022 

DJ. / 

0 

~-h i-S qu are (tab)0.50,6 5.35 

Source: Computed from 'Field Survey Data, 1996. 

S
. · x2 l . 7 10 2 b .. 5.35, the null hypothesis ince ea. u, • > X ta • -_ 

that there is no significant difference in m~an between the 

chara~teristics of credit worthy and non-credit worthy 

borrowers is rejected, hence there is a significant 

difference. 

Th~ proportion of the bad credit risk borrowers 

w~ongly classifie'd as good ris.ks is 33.3% (Table 4 • .21). 

This has a diminishing effect and event~al liquidation 

on loan package. Wheraas this may lecid.to default, the 

20% ~is-calssed good credit risk borrowers as bad credit 

risk borrowers will .lecid to recovery of foregone loan 

amounts. Even though this is· not high enough to cover 

losis due to mis-classification of bad cr~dit risk 

borrowers, the Pee of "grouped" cases is high enough 

'(76.92%) to allay the fears of· rilis-classificationu 

I ;; 
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Table 4.21: Classification Results of th~ ~redictive 
Efficacy of ihe Developed Discriminant 
Function. 
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Actuol group 
No of 
cases 

Predi.cted group 
1 

M~mbership 
2 

1 

Bad credit risk 

2 

Good credit risk 

6 

20 

4 

6607% 

4 

20.0% 

Percentage of "Grouped'.' Cases Correctly Classi
fied (P cc) : 

Source: Computed ·from Field Survey Doto'" 1996. 
·, 

2 

33.3% 

16 

80.0"/o 

· The Pee of grouped·cases in the validity test is high 

enough to allciy th~ fears associcited with misclassification 

s~iors. 76.92% is high when compared to.75"/o obtoiried by 

Bauer and Jordan ( 1971 )., · 7 4% by Mat iezo ( 1978) and 69% 'by 

Arene (1993). 

From this .analysis it· ii observed that ~redit riskine~s· 

is directly related to s~ze of net income and size of loan 

amount. Both made statistical significant contributions 

and are· therefore.important determin~nts in loan repayment 

rate. 

Community Banks Agribusiness Loan Administration 

Introduc.tion 

There are problems and ~bstaclei in most human 

endiavourso Loan administration is not left out. 
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Community Bank agribusiness borrower$ face a number of 

problems in their loan acquisition and repayment. The 

bank officials have some administrative :problems· too~ 

Problems of Agribusiness Loa~ Ad~inistration 

Bcirrowers 0 Problems. The major ·ac_quisition · problems 

108 

·encounter&d by agribusiness borrowers aie shown on table 

4.22. 

Table 4.22: ~Problems of Co~munity Bank Agribusiness 
·Loan Beneficiaries •. 

La·te Much Insu- La'ck High Poo.r Insuffi-. 
Pro-:. dis- docu- ffi- of· inte-. loan. cien t · 
blem_s burse:- menta- cient secu-· rest educa- super-

ment. tion loan rity rate tion vision 
No 
affec- . 23 35 18 16 3· 5 
te·d · 

Source:· Ca1culation from Field Survey Data,· 1996. 

The number of borrower~ experiencing each problem 

is shown 6n the table. The ~ost acute is insufficient. l~a~ 

amounto Complicated docu~entationi of commeicial banks are 

no ~roblem~ of CBs. This makes'CBs banks for sami-.and 

highly- liteiate custom&rs. 

The major identified repayment problems are .those of 
I 

lack of moral suasion and inadequate tevenue. Sarni people 

generate en-0ugh revenue and mak~.adequate business profii;, 

xet they lcick:the ~orals· to hon6ur locn r~payment agreements. 
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Others do not generate enough revenue due to diversion of 

loan fund or due to poor business climate ond are there

fore unable to repay. Another problem &f repayment is 

often due to the shortness oft.he loon duration., 'problems 

of repayment also ~esult from n6n-poss~ssion of the 

desirable socio-economiG ~haracteri~tics by borrowersa 

Bank OfficialsU Problems 

Table 4.23: Problems of Community Bank Officials 
~in Agribusiness Loan Administration. 

Low 
Insu- Illi- I nsu~· Inaccu- Irre-
ffi- tera- No rate gular 

Pro-· 
loan 

cient 
ffi-

credit Infer-· 
de-

cy 
cient 

repay-
blems loan among 

staff 
officer ma...: ment 

mand. ( d borro- tion un · 
wers 

No. 
affec- 1 8 9 1 o. 6 1 1 
ted 

Source: Calculations· from Field Survey Data, 199~. 

Com-
plete 
de-
fault 

0 

The'problem most encountered by bank officials 1s 

irregular repayment of loan. This is followed by improper 

com~letion of forms. One bank complained of low loan demand 

as reported against Nsu CB (Ijere, 1994). These and other 

problems experienced by banks· are shown on table 4u23. 
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_Pro fit a bi J. it l_· Rating o f Aspects o f Ag rib u ~ in e s s 

Some CBs rated different aspects of agribusiness 

diff~rently cind. some· they rated alike~ Table 4.24 shows 

the ratings and scores made by different agribusiness. 

enterprises cc.cording to the ranking of different 'banks. 

The overall rating positions are showno The table shows· 

the number of CBs sponsoring each ente;prise and the rate 

at whith their operators make loan repayments •. All enter

pris~s received sponsoiship and made re~ayments. The 

r6tings ar~ wei9hted as shown in brackets. 

Toble 4.24: · Profitability Rating ~f Agribusiness 
Enterprises ·by Community Banks. 

Agribusi
n~s.s Enter
p'rise rated 

Livestock 
farming 

Agro
marketing 

Agro-. 
processing 

Crop Far
ming 

Input supply 

'Manufacturing 
Tree Crop 

farming 
Tool/equip. 

making 
F is.h .farming 

Rating/points~a~d No of . ' . 

CBs/scores • 
1st 2nd 3rd 4th 5th 6th 
(6)' (5) (4) (3) (2) (1) 

4 ( 24) 3 '( 15) 3 ( 12) 1 ( 3) . 1 ( 2) 

2 ( l2 ) 3 ( 1 5 ) 2 ( 8 ) 

2(12) 3(15) 

2 ( 1 2) 2 (1 00. 1 ( 4) . 
2(12) 1(5) 2(6) 

1 ( 4) 

2(8)' 

-· 

2(4) 

1 ( 2} 1 ( 1) 

1 ( 1 ) 

Totals 12(72) 12(60)9(36) 3(9) 4(8) 2(2) 

Total Total Over
No of . Seo- all 

CBs res ran
king 

12 

7 

5 

5 
5 

3 

2 

2 
·1 . 

56 

35 

27 

26 
. 23 

1st 

2nd 

3rd 

4th 
5th 

8 6th· 

8 7th 

3 8th 
1 9th ·. 

. 42 187 

Source: Calculat·ions from F ieJ.d Survey Data, 1996. 
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Fis~-farming received the least sponsors~ip and 

ranking with an· overall scare of 1. ~oint and came last 

on- the dverall ranking position. Onli one bank sponsored 
. 

it and ·-~ave it_the 6th. ·position on the rank~ng scale. The·· 

situation cb~ld be a~tributed io the high tichnical ikili 
,• 

required.for fi~h farming. Ma~y· agribusine~~_men may not 

be able t-0 acquite them a~d practise fish farming, hence 
' ·, . 

. the limit·ed sponsors.hip·. Liv''~stoc.k farming has· the over-

all first positiO'n. having had four first position ratings 
~ .. 

by fo0r _ban~s and_other ratings as shown, and making a 

total score of 56 points. This may ~e ~tt~ibuted to the 

high demand o( l{ve~tock products.and its~quick turnover 

which satisfi~s th~ short ~erm nature of most bank loans. 
. . 

With th•·other ratings in ,the ~able, agro~marketing took: 
. I 

the second positi6p .with 35 points. Agro~procesiing, 
· .. 

crbp farming·. and ·input· s_upply ~ith their respec.tive ,., 
... . . . 

points took third, fourth ?nd .fifth posit ions. The 

rest ·of the ente~pris,s took the positions indicated 

against them~ 

Meosur~i Against Default 

In many loan admi nis trot ion, ·cases .of de·f au1 ts 

. abound. ·This ronges- from unt ime.ly repayment fo . i,rregular 
• ,-;'" • •. , • r .~··· -, . r' . . 

repayment t_o.· non-repaym~nt or ,,~otaL;· default. · Th·e measures 
. ' 

adopted· by sampled CBs t~ avert default situations are 

shown on Table 4.25. 
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Toble 4.25: Measures Against Default by Community 
Banks.--.' .. 

Commu~ity Peer group M.easures. 
sanction pressure 

.No of · 
CBs 

3 6 

Use of Sales of 
guarantor~· pl~dges 

1 1 4· 

Source:'·:, CalctJlati'ons. from Field S~rvey Data, _19960 

1 .12 

Civil 
action 

2 

The· most ·ad.opfed _measures are-.use o.f guarantors end,. .. 
. . 

peer gr6up·pies~ure~ The· least adopted 1s civil action. 

Thr number of banki adopting eac~ m~csuie .is shown on the 

table •. 
. . 
Pptr.onage of Community Banks Services 

In ~~is section, the responses of bank off~cial~ on 

the pa·tronage their banks enjoy from ;r:-e-spondents._are 

assess~d. It·is compared with the.ratings for re~pondents 0 

awa~eness a~d patronage on Table 4~7. 

Table 4.26: Patronage of Community Bank Services 
as· Rat~d"86nk Officialeo 

Patronage 
Very 'Imp re- Just Not . impre-· ssive impre- imf?re- . ssive ssive ss1ve 

cs·s responses· 3 7 1 1 

Weight{~g 4 3 2 1 

Toto.t weiglfts· · 12 21 2 1 . 

-
Mean Weight 

Source: Field Survey r;>at-a, . 1996. 

Total 

12 

10· 

· 36' ~n.: 

9 

I. 
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Seven banks responded that they enjoy an impressive

patronage, three re~ponded ver~ ~mpressive, one each 

responded j u-.s t impressive and not impressive." The. rates 

of patrona~e were weighted 4,.3, 2 and 1 respectively as. 

shown on the table. the-~otal ~eights are equally shown; 

T he mean o f t he we i g h t s i. s · o b t a i n e d as 9 , . an d i s c 1 o s e s t 

to weight 11. ·The patronage of CB services could there-

fore be said to be very impr~ssive. 

: The rating is thus seen to tally·with .the ra~ing 

fnr respondentsu patronage of 73.3%. · 
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CHAPTER FIVE 

SUMMARY, RECOMMENDATIONS AND CONCLUSION 

Summary· 

Lack of adequate investment fund·is th~ major problem 

of most business ~oncerns·~specially in developing economies; 

The ag~ibusiness .sector of the developing economies is the 

w~rst hit because of the meagre per capita income of the 

operators. This creates the need,for agribusiness· produc

tion loans~ Government's ~fforts t6 make such loans reach 

the grassroots ha~ failed becaus~ the opercitions of the 

fonmal fin6ncial houses ~espo~sible for the credit qdmini

stration are not grassroot oriented. A grassroot orien.ted 

bank, the Commu~ity,Banking System was launched on ~lst 

December 1990 to extend the much· desired credit to the 

rural econom~ e~pecially the dgribusiness men~ 

.·Imo State was,purp~sively chosen for the study 

because of the prevailing economic conditions in the 

state. It is the second larges~ opercitor of Commu~ity 

Banks after Lagos State, and about 80% of its citizens live 

in rural areas. It therefore provide~ a nice theatre for 

the impleme~tation of CB conceptso 

Owerri and Orlu w.ere randomly se1ected among the 

thre~ qgricultural zones of the state for study_. Six CBs 

were randomly selected from each zone, one coming fro~ a 
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lodal governm~nt area. Five CB agribu~iness borrowers were 

randomly·selected f~om a list of agriGusines; loan benefi- ·. 

ciaries of each sampled bank •. Another.five were selected 

from the rest of the agribu~iness me~ of the community 

whose CB 1s ~ampled. This gave 120 ag~ibusiness respondents. 

Ari official of ·each of the· twelve sampled banks formed the 

bank respondent • This made up the total number ~f re~pon-

dents to 1320 · Ninty of the agribusiness questionnaires ·were 

recovered while the twelve of the banks were all retrieved~ 

B~th q~estionnaires set out to 6ollect inf6rmation from 

1991-1995 but could ef~ectively cover 1993-1995. 

· The CBs were ~ound to hcive distributed different 

sizes of loafis to borrowers· irrespective of their socio

economic characi~ristics. The middle age gr~up (40-49 

years) got the largest volume and value.of loan. It had 

more loans than th~ other age categories in all the 

differerit loan ~anges. The second o(·the net inco~e 

group (:~no, OOO 30,000) had the largest number and 

amount of loans o This .gave the impressio-r-P of the banks· 

helping beginners to establish. Educa~ional level.s~owed 

no ,pronounced,effect on loan acquisition. Loan disbursement 

increased as family size increased, giving an impressio~ of 

a cohsumption loano. More loans ·weie made to agribusiness 

production than to agribusiness marketing, 64% and 36% 

allocations respectivelyu 
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It ~as observed that Imo CBs gave only 12.83% of 

their lo~~ fund to agribusiness. This fell below the 

n~tional performarice· of 18.8% iri 1J93, a situation moit 

unexpect~d following the prevailing conditions in the 

stciteQ While ·10% ~f ~gribusiness projects of borrowers 

were well.sponsored, 12% were over sponsored, while 78% 

were under-sponsored. On the average o~ly 19.88% invest

ment of Imo CB agribusine~s borrowersu projects were 

spon~or~d by CBs~ Though other sources of funds were 

open t~ some of them, CBs and personal savings remained· 

the greatest souices of agribusin~ss funds, an indication 

that agribusiness still remains under~funded in the state. 

Regre~sion a~alytical findings on the effects of 

s66io-~conomic tharacteristics ~n· loan repayment agreed 

with some of the descriptive findings. Regression 

analysis foun~ age, ·net i~come dnd loan size respectively 

contributing 52%, 7.7% and 16.5%. to loan repayment. Whereci~ 

loan size and age had negative ~ffec~s, n~t i~come had a 

posi~ive effecto 

The CB borrowers were found to have made higher net 

income than thair non-bor~ower countefpatts, making ~s 

mochas 165.73% gain above them~ However the mean 

difference in net· incom.e proved statistically non

significant 1 when subjected tot-test of significance 

of .means,, 
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Th~ ~mpressive perfo~mance of th~ CB agribusiness 

borrowers 0 firm was iridicative of the golden opportunities 

awaiting would be agribusiness investors in the state. 

The favourable financial ratios obtained show that agri-. 

business in ~he state is more s~onsored by owners' equity 

and it-is· indicative of the borrowersY ability to repay 

borrowed funds.arid should encourage financial institutions 

to extend loans to agribusin~ss~ The return to common 

share capital of #279.89 is atttcidtive .enough for agri

business.investors. 

The discriminant analysis showed that among the 

indep~ndent variables, only net income.and loan size m~de 

signiftcant contributions·to loan repayment. While net 

income contributed 94u83%, loan size contributed 5.16%. 

Both contributions were ~ositive. Thus financial ratio 

variables were found making m~re contributions to .loan 
~ 

iepayment as put forwatd by Orgler (1975) quoting Altima. 

The analyiis predicted borrowers with these characteristiri~ 

~~.good credit risks and· those ~ithout them as bad credit 

risks. During classification, eleven botrowers were 

classified as bad credft risks and thirty-nine were .rated 

good credit risk boriowerso Statistically they were re

classified as eighteen bad ~r~d~t risk~ and thiriy~t~o . 

good credit risks, thus further reducing the chances of 

defa0lto The developed model showed th~ percentage of 
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"grouped"cases corre,:tly classified, Pee, as 70%. This 

was high enough to allay the fears inherent. in loan 

classification when compared. with similar previous 

.works. The ~redictive efficacy of th~ developed model 

on a n~w sample of· the ~aiTI_e population is 76"92% Pee. 

Th~ problems of CB loan ad~i~istrotion were 

{dentified to b~ .both borrowers' and institutional 

ori~nied. T~e major acquisition problems were in

sufficient funds and late disburiement, while non-.. . . 

generation of enough revenue and at times lack. of mordl 

suas:ion to honour repayme.nt terms despite· available 

revenue w~re a~ong the r~payment problems on the side 

118 

of borrowers •. The instituti'~ns .. complain about irregul.a~ 

r~payment, insufficient fund and'{lli~er~cy among borrower~. 

Another ~roblem of.the loan administration is the non

profitability of some agribusiness enterprises. Fish 

farming was found to be the least profiting while.live-. 

stock farming was the most piofitabie. Tc fight loan 

default and its tendencies, use of ~uarantors and peer 

group pressures were mo~tly adopted. 

The patronage of CB ser~ices were found very 

impressive both for the ratings on behdlf of respondents 

arid the ratin~ by bank official~. 
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5. 2. 0 · Recommendations 

It wa~ identified that CBs gave loans in~iscriminately 
. . 

to borrowers who possess repayment qualities and those who 

do not a This co~pounds repayment problems. · If loans were 

given only to those· who possess the repayment socio

ec~nomic qualities, loan %epayment problems would be 
. . ~ 

eliminated. Special consultan~y servic~s on loan 
I 

administration should be introduced. A team of· specialist 

cicco~ntants should. be commissio~ed to study ~he socio

economic ~characteristics ~f· borrow~i~ that make for 

efficient loan repayment. ·.Use of ~recise tools like 

reg~e~sion and discriminant an~l~ies should be used to. 

determine su-ch characteristics. To avoid loan repayment 

problems sJch identified charpcteristics should be handed 

down to CBs for strict compliance in. loan disbursement. 

Lite~ature shows t~at CBs have mobilited much funds 

yet its loans to agribusiness are ·not as encouraging as. 

expected. An 18.8% nationai and 12.83% Imo State CB 

16an-funds to agribusiness is an ~loq~ent t~sti~ony of 

CBsu inadequate agribusiness funding. In view of C~s 

strateg_ic position and its expectatio~~ of the rural. 

population and the whole Nigerian nation, CBs are 

supposed to play a more dynamic role in agribusiness 

which is the main economic activity of the rural area 

·, 
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and developing ~ations. More than 60% of agribusiness 

inyestme~ts should be sponsored by CBs. A specific 

percentage of iti loan .portfolio shculd be set aside 

to achi~ve this. Withdrawbl of operational licence 
i 

could _be used. as a penql ty_ for defaulting banks. · The 

complaint by borrowers of i~sufficient ioan fund is an 

eloquent testimony that the loan _structure ori NBCB form 

400 which started with the system has outlived its use

fulness and needs an urgent upward review to help 
. I 

berieficiaries ke~p abreast with the high cost of inp~ts 

'occasioned by high inflation. 

To enable CBs meet up the 60% sponsorihip target, 

they shoul~ be helped to mobilize more funds. This 
' 

could be achieved by issuing of ~ermanent licences to 
. . 

banks which h'ave operated successfully for two y'ears. 
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This will help them participat~ in the Central~Banks· 

on-lending programme. CBs shoold also 1ncreqse their 

s·hare capital to ten million naira, a good many of them 

have met five million naira targ~t. Given more f0nds 

it is expected that CBs will bring about the economic 

turn about of the rural economy much faster than it 1s 
I 

presently doing6 

The already existing godd tinancial structure of 

CB borrow~rs of agribusines~es should be sustained and 

CODESRIA
-LI

BRARY



121 

improved upon.· Their mean net income over those of non

boiroweri should further be improved to have statisti~al 

difference. Such a glaring diffeten~~ will attract more 

customers into the CB fold and hence improve both CBs' 

and customersu ~erformances. For a more organized 

agribusiness piojects sponsorship, CBs should sponsor 

projects from infancy to maturity. Thi~ will attest 

more t6 their efforts at bringing economic salvation to 

rural ·areas than ·the p~esent indiscriminate, sporadic . ~ . . 

a~d·.unco~rdinated loans. 
~ . 

To quicken early disbursement of loans for time-

line~~ of agribusiness operatio~s more credit officers 

should be engaged to man differ~nt loan portfolios other 

than the present practice of. one credit officer. This 

will quicken t~e proce~sing of loan application forms. 

To avoid much loan defaults, Com~unity Development 

Associations. whq are major ~hcireholder; in CB$ s~6uld 
. . 

be given the legal backing to use conventional and 

traditional methods of loan recovery to get back 

defaulted amounts of loans •. Mortgag{ng of defaulters 0 

pi~ces ~f land or property until the loari is repaid 

should be encouraged. 

-Evidence of custo~ershi~ to CBs should be us~d. 

in ~istribuiing social amenities including agribusiness 
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inputs. It should also be matje to attract tax rebate in· 

income tax assessment. 

The Community Banking System has taken some steps· 

in transforming the iural ~reas ~hich looked like Oliver 

Goldsmith 0 s deserted village into .villa~es.bubbling with 

economic activities. Agribusiness in the rural areas 

have h~d some boost through CBs' injection of fund. The· 

tempo should be allowed to improve.· C~s working with 

oth~r integr~ted ~ural de~elopment agencies will make 

agribusiness which is the major. economi~ activity of 
. . . 

the rural area ·bring economic salvation to Imo State, 

its rural people and the entire notion. 

Suggestions for Further Research 

From this work it is evident that Community Ba~ks 

sponsor many agribusiness enterprises.· tuture research~rs 

are advised to direct the~r studies to CBs 0 sponsorship 

of specific agribusiness enterprises. 

In sue~ siudies attention ·should be paid more to 

financial var1ables in assessing the socio-economic 

characteristics which make for high rate of loan 

recovery~ 
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APPENDIX I NBCB. 400 

AS AT 

NATIONAL BOARD FOR COMMUNITY BANKS 

MONTHLY ANALYSIS OF LOANS AND ADVANCES 

•••••~•(.la•••••••••••••••OGOO .DAY OF 0 8 a a • 0 ~ • 0 e e a e II O e e 19 (.I • a 0° ' 

. . 

NAMES OF REPORTING BANK .•••••••o••••••u••••~·-·············~··· .... ·' 
I 

BANK CODE e ea e e e 8 e e 8 e e 8 e e 8 e O ! 8 e ! e 8 8 8 ~ ~ ~ 8 8 8 e • e e O 8 8 8 ! 8 8 8 e G 8 8 8 8 e •.• • e, 

S/NO. SIZE OF LOAN* I II I III IV V 
SECTOR TOTAL 

1 AGRICULTURE . NO. 
·& FORESTRY 

# . 
2 MINING · i 

.. 
NOo 

q 

& QUARRY 
# ·I 

3 MANUFACTURING & NO 
FOOD PROCEss·· w I 

•" 

4 MANUFACTURING NO 
(OTHERS) 

# ; - ·. 

5 REAL ESTATE & NO. 
CONSTRUCTION 

# 

6 COMMERCE NO I· 
# 

I --
7 -TRANSPORT & NO· I 

COMMUNI.CATIONS 
f~ 

8 OTHERS NO 

.# 

·TOTAL NO 

N 1 · 

NOTES: *I= UNDER. N5,000u00 III= #10,000.00 - :N:20,000~00 . . .. 
II= :N:5,000.00 - #10,000.00 IV= OVER N20,000.00 

V· =. TOTAL 
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APPENDIX II: Community Banks Agribusine-ss Borrowers 0 • Yearly 
Capital Structure, Percent·age· of CB Sponsorship 
and Peroentage of Loan Repayment; a~d ·CB Agri
business Non-Borrowers' Yearly Net Income 

CB B·orrowers 

Yearly 
Opera~ Yearly Yearly: % ~j 
tional· net CB CB 
Cost income Loan Spon-

% of loan 
repayment 

CB:N9n
B0rrowers 

Yearly net 
income. 

(W) 
(W) _________ (_N_~) _________ ~(_W~) _____ s_o_r_s~h~ip _______ ~-------------------~ 

. 1 

·2 

3 

7700. 30800 1200 . 15.6 

2740Q 42600 10000 36.5 

96596 28978 10000 10.4 
' 4· . 53812 21188 30000 . ·5507· 

5 196916. 63600 60000. 30.5 

6 285000. 200000 4000 1.4 
, 

7 .185000 200550. 15000 

8 80250 45250; 85000 

. 9 55000 45000 6000 

10 36400 ]36000 20000 

... 1~ 1360576 408172 20000 

12 136380 15980 20000 

13 1723317 276683 20000 

14 72133 454067 10000 

15 32430 313170 20000 

16 1345032 302568. 50000 

8. 1 

. 105 0 9 . 

10.9 

54.9 

.L5 

14.7 

. 3. 4 

13.9 

61.7 

3.7-

17 232071 127929 500000 · 215 .• 5 

18 12350 2050. 5000 40~5. 

100.0 

100.0 

100.0 

83 0 3· 

-83. 3 

100.0 

100.0 

47 0 1 

100.0 

100.0 

100. 0 · 

100.0 

100.0 

100.0 

100.0 

100.0 

100.; 0. 

· 100. 0 

10000 

1,0500 

8000 

20000 

·55000 

15255 

20000 

' '4000 

8050 

16664 

476968 

46800 

,54075 

35000 
I 

2000 

800625 

20000 

80500. 
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CB Borrowers 
CB Non-
Borrowers 

Yec;irly 
Opera- Yearly . Yearly % of '' Yearly 
tional net CB CB % of loan net 
Cost income Loan · Sponsor- repayment income 

(trt) (M) (#) shi (W) 

19 260283 14173 25000 9 .• 6 100. 0 . 61000 

20 28040 46960 2000 7" 1 10000 12850 

21 88000 17000 80000 9 0 1 .. 100.0 17754 

22 177317 77683 150000 84.6 . 100. 0 10450. 

. 23 140000 610000 160000 · Tl4o3 100.0 84500 

24 298637 ·'•34963 250000 83o7 46.0 125860 

25 1617000 693000 . 30000 l.; 9 ·iooo 0 824000 

26 10000 28000 10000. · 100. 0 100"0 2350· 

27 40000' 35000 3000 7u5 100.0 26425 

28 70600 8800. 9000 .12o 7 66.70 '8566 

29 85100 100 20000 23w5 100.0 5000 
. 30 65000 55500 20000- 20u7 100. 0 . 18.000 

'3 1 45500 26500 20000 43.9 50.o 14000 

32 54000 46000 10000 18.5 100.0 36000 

33 50000 30000 10000 20.0 100"0 25500 

34 146450 103550 20000 13.7 100.0 61450 

35 23800 5720 2000 804 100.0 2256 

36 25000 50000 10000 40.0 100.0 50000 
,' 37 94730 217740'. 40000 42.2 . 1000 0 196340 

38 100650 80525 5000 5.0· 100.0 46600 

39 85640 46000 30000 35.0 93.3 50000 

40 25220 15·300 50000 198.0 40.0 8175 

CODESRIA
-LI

BRARY



· 135 

CB Borrowers CB Non-
BorroweFs 

Yearly 
Opera- Yearly Yearly % of· 

% of loan Yearly 
tional net CB CB ·, · repayment Net 
.Cost income Loan Sponsor- income 
(#) (#) (#) shi (N) ' 

41 7800 6600 6000 .. .76o9 100.b 

42 '58500 23400 30000 5L3 100.0 

43 25500 18200 30000 117.6 50.0 

44 12500 7000. 20000 16000 30o3 

45 25400 5056. 1000 . 3 0 9 100.0 

46 · 26539 9461 15000 56.5 100.0 

47 5235.3 98847 10000 19. 1 100.0 

48 58217 . 1816783 15000 25.8 

49 436000 4114000 · 50000 1L5 

50 37225 ·247775 10000 26c9 

t:~-10209614 lli95402 2029200 33705.13. 00 

Mean 223908.04 84262.83 

Std Devo 629972 •. 24 186843.48 

\ ;•, 
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Appendix .III: Canonical Discriminant Functions Evaluated 
at Group Means (Grotip Centr6ids) (Theoretical). 

Group Fune . 1 
1 0.61703 
2 -0. 17404 

Seqnum Actual Group Discriminant Scores 

1 2 -0.3569 

2 2 -1. 5735 

3 2 -0.3476 

4 1 *** ·,. 
-003571 

5 1 0.3333 

6 2 - i. 6627. 

. 7· 2 -0 .. 4298 

8 1 *** -0.3317 

9 2 -0.7716 

10 2 -1. 4206 

11 2 - 1 . 1570 

12 2 0.0178 

13 2 0.0210 

14 2 0 •. 1459 

15 2 *** 002292. 

16 2 -0.4893 

17 2 *** 1.6980 

18 2 *** .0.3858 

19 2 *** Oa4837 

20 2 -0. 1033 

21 2 -0. 1180 
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Seqnum Actual Group Discriminant Scorei 

22 2 -0~2980 

23 2 *** 203151 

24 . 1 0.9659 

25 2 *** L8845 

26 2·*** ·, · 
0.3734 

27 2 -0.5957 
28 1 0.9119 

' 29 2 - L7354 
30 2 -0. 5274 

31 1 0.4193 

32 2 -0~4687 

33 2 -009443· 

34 2 *** 0.2286 

35 2 -1 ~ 2449 
36 2 -0.6088" 

37 2 -1. 4571 
38 2 0.0923 

39 1 ·*** -0.3621 
40 1 ***· -0.0020 

4.1 2 -L03.60 
42 2 *** lo0343 
43 1 0.8119 
44 1 1. 1941 
45 2 *** 

I 

0.9733" 

'. 
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Seqnum· Actual Group Discriminant Scores 

46 2 -1. 0570 

47 2 *** 1. 7560 

43· 2 0. 1806 

49 1 3.2040 

50 2. -002032 

*** = Not ·correctly classified 

70.00% = Percentage of 11 G:r;ouped 11 cases correc:tly classified~ 
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Appendix IV: Canonical Discriminant Functions Evaluated 
at Group Mean~ (Gr6up·c~ntroids) {Practic~l) 

Group SeqriUm 

A 
, 
I 

A 2 

A 3 

A 4 

A 5 

A 6 

B· 1 

B 2 

B ·3 

B 4 

B 5 

B 6 

B 7 

B· 8 

B 9 

B 10 

B 11 

B 12 

B 13 

B 14 

B 15 

Actual Group 

1 *··** 

. 1 

1 

1 

.1 

1 *** 
2 

2 

2 

2 

2 

2 

2 

2 
·, · 

2 

2 

2 

2 

2 

2 

2 i<** 

Group 
l 
2 

Fune 1 
1 0 1127 5 

-0.33383 

Discriminant ··Scores 

0.3692 

1. 347 6 

1 ·• 2724 

104428 

2.6118 

-0.3674 

0.0638 

-0.8078 

-0.1334 

-o. s·112 

-·oo 6122 

-0~2553 

- L 5981 

-2o 1755 

-0.0715 

-0.2573 

-.1.8753 

- L0426 

0.7510 

0.0747· 

LiS314 
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Group Seqnum Actual Group Discriminant Scores 

B 16 ·2 *** L3317 

B 17 2 *** L2136 

B 18 2· *** 0.4376 

B 19 2 -0. 2885. 

B 20 ·2 -Og7497 

*** = Not Cprrectly C.l,assified 

76.~2% = Percentage of "Grouped" Cases Correctly Classified. 
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Appendix V: Agribusiness Responde~ts~ Questionnaire 

Dep?~tment .of Agricultural.Econ6mics 
University of Nigeria, Nsukka 

Dear Agribusiness Respondent,. 

Postgraduate Research Questionnaire 

Research Topic: A~ Analysi~ of· Credit Acquisition and 
Repayment ·Performance 6f Agribusiness 
Holdings under the co·:mnuni ty Banking 
System in Imo_State, N~geriaa 

14 1. 

KindlX suppl~ the information required hereundei. Tick 
(..j) or write where applicable. You may wish to make addition al 
comments. 

· Ev~ry information will be treated with the stricte~t 
confidence. , 

Thanks. 

Personal Data 

1 Sex: (a) Male. ( ) (b) Female ( ' ) 

2 Age: -------- yearsu 

3 Did you attend school? ( a} Yes ( ) (b) No () 
4 , How many years did you spend in school? -------- years~ 

5 How many people are in your family?------------

Agribusiness Data 

6 Name of' ag'ribusiness organisation (if any) . . -----------------
------------------------------------·-------~--~- ---------. : . ' 

7 Town and LaG.A. of agribusiness --------------~-------------
8 What aspects of agribusiness do you engage in? 
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( a) Crop farming ( ) ( f) Agro-processing ( ) 

(b) Tree Crop farming. ( ) (g) Agro-manufacturing ·() 

(c) Livestock farming ( ) (h) ·Agro-marketing ( ) 

( d) : Fish.farming () (i). Input supply ( ) 

(e) Tool/equipment ·makinQ( ·) ( j ) Others--------------~----

----------------------------- ---------------------------
9. Which is yqur major agrib~sine~s? --~~--------~--------~~-

10 How long have you been in the·busi~ess? ---------- years. 

ll(a) If you employ permanent staff, 

(i) How much do you pay out in a year?#----------

(ii) How many months do the~ woik in a y~arZ ---------- monthse 

(iii) If you hire additional labour; how much does it cost you 

in a year?#--~-----

(b) If ~ou hire··daily labour for your·wo~k, 

(i) How much do you spend at the peak p~riod? M-------

(ii) Ho~ mciny months are in this peak period?---------- months. 

(iii) How much do yo~ spen~ on labour ~hen there ii less work?. 

:N: ------------. 
(iv) How many months are in this period?--~~-----~-~--- months •. 

12 What tools and equipments. do you use for your operations? 

/ Number Cost per IAver_age life· Tool equipment 
---------·----i-------t_o_o __ l _____ ..(years) 

a 

b 

C 

d 

1. 
i 

e 
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13 H6w much .do you spend on inpu~s every year? 

(a) 1991 #----:-------,-.-----

( c) 1993 #---------~-------
(e) 1995·#--~--------------

(b) 

( d) 

1992 # 

1~94 # 

143 

14 How much do-you ~p~nd on other cost~? 

15 

Type of· Cost 

a Land. rent 

b Hiring of equipments. 

c '.Processing fee 

d Tax 

e Others 

Year and amount (#) 
1991. · 1992 1993 1994 1995 

·,· 

Wha~ is ~he ·product of .your major agribusiness? 

: ~------------------------------------------------~-- -------
16 What quantity. do you _produce each year? (Unit of measurement) 

(a) 1991 

(c) 1993 

(e) 1995 
---------------------. . 

-----.---------------

(b) 1992 

(d) 1994 

17 What was the selling price each year? (a) 1991 W----- ---

(b} 1992 #-------------------- (c) _1993 #---------------~
(d). 1994 #----,--------:---~--~ (e) ~1995 M------~----------

18 How much do you earn from other sources? (a) 1991 #--------, 

(b) 1992 M-----~-------------

(d). 1994 #-:----~-------------
(c) 1993 #-,---------------- · 
(~) 1995 #------~~-~------~ 
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Bank Data 

19 Have you heard about Community Banks?·· (CB.) 

(a) Yes ( ) (b). No. ( ) 

20 Do you havQ account with CB? (a) Ye~ ( ) (b) No ( ) 

21 If yes, when did. you ~~en the ateount? Date-------------

22 Do you have account with another- bank? (a) Yes ( ) 

( b) . No . ( ) 

.' 23 If yes, when did you open the account? Date"'.'-----------· 

1991 

1992 

1'993 

1994 

1995 

24 If you do not have account with any bank, thick (v) your 

reason(s) 

(6) B6nks are far fiom me ( ) 

(b) There is ·m0ch .filling of forms ( ) 

(c) Banks waste time ( ) 

(d) .·I do not have money ( ·) 

(e) Others-----------------------------

25 Have you got 16an from CB for your ;gribusiness· 

(a) Yes ( ) ( b) No ( )° 

26 If yes, supply the information below~ 

Date of · Loan Arnt 
Loan # 

Duration 
-(years) 

Date due for Amount paid Arnt due but 
repayment back (N) not paid~#l CODESRIA
-LI
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27 Through whith 6f these sources do you save money and 

get loan_s· for yoor maJor agribusiness? 

145. 

------,-------~----------:----r:--:----::----:-------Year, amt saved Year,loan interest 
Source/Institution 

(a) Self 

(b) Relatio.ns ·and friends 

( c)' .· Money lenders/traders .· 
'I 

(d) Esusu/Thrift saving 

(e) Uni~ns/Clubs· 

. (f) C~mmunity Bank. 

(g) Peoples' ~ank. 

(h) Commercial ·Banks 

(i). Merch~nt/Deva Banks

(j) Cooperative· societi~~ 

(k) Agric. loan Agen~ies. 

( 1) Other.s 

199-#-- 199-,,W.-- 199:...#--% 199-#-.!.% 

1 

__ ..,. ________ __. __________ _._ __________ _ 
28 Wb~t s~curity did you offe~ for each ·loan obtained? 

(a) 

(b) 

( C) 

(d) 

29 

(a) 

(b) 

( C) 

Source ·o·f loan Security Offers 

Give reasons for any amou~t of loan =not paid back 
' 

' I 
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30 Estimate your output in. the years you had lodn~ -and in 

the year~ you had no locins 

Years 

1991 

1992 

1993 

1994 

1995-

- With loan JWi thout loan· 
Amount .( :N:) 0 ~~-t--. ___ O_u_t_,p.__u_t_. __ 

· ~hat problems do .you encounter. in getting loans from CBs? 
.. 

Late granting ·.( ) (e) High interest rate 
' 

( ) ( f) Poor loan educ at ion· 

( ). (g) Little/no · s-upervision 

( ) 

-( ) 

( ) 

31 

(a) 

(b) 

(c) 

( d) 

Much filling of forms 

Insufficient loan 

Lack of security ( ) (~) Ofhers. -------T----------- -
. ----------------------.---- ---------------------------------
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Appendi~.VI: Bank Respondentsu Q~estio~na{re 

Department of Agricul tu"ral Economics 
University of Nigeria, Nsukka 

Dear Bank Respondent, 

Postgradoate Researth Questionnaire 

Research Topi~: A~ Analysis of Credit Acquisition and 
Repayment Peiformance of Agribusiness 
Holdings under th~ Cqmmunity Banking 
System in Imo Stat~, Nigeria. 

147 

Kin·dly supply the. information required hereunder. Tick Cv) 
or write wh~re applicable. You may wish .to make.additional 
.commenfs. 

It is hoped that the findings of this study will assist 
Communit~ Banks in fostering the socio-economic growth of their 
communities. 

Every information given will be treated with the strictest· 
confidenceo 

Thanks. 
I 

1 Town and L.G.A. of Commµnity Bank:--~----------------------· 

--------- .--------------------~. --------- ----- -------- --
2 .. Dpte of E~tablish~ent-~----~~-~--------------------------~--

3 What w-0s your initial share capital? M---------------~------

4 What is the _cuiren~ share capital? (if different from above) 

~ ------------------------
5. Do you have· agribusiness custor,ners?- (ci) Yes· ( ) (b) No ( ) 

*(NB_ Any person who engages.in the production, processing or 
manufacturing and marketing of agricultural produce or pro
ducts, tools and inputs is in agribusiness). 
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6 If yes, kindly estimate the number bf your cigribusiness 

customers-------.---.----------~-----------.----------

7 Kindly give the names and villages or towns of your .agri
busi~ess customers (You _may attach a sheet}~ 

-Name Village or to~n/Contact Addres~ 

. . ---------------------- -.- --------- ---- .- ---------------; 

. . --------------- ----------------
--- ·-------------- ·-------------

. ' -------------------------- ------------------------------ -
. . . . . -------------------------- --------------------------------. . 

·----- ------------------- ------ -------------------. -----
-~ --- ------- -- -- - -------~-------- --- -----------

.. . -- ----------------------- ------------------ -- ----------

8 Do:you finance rigribu~iness projects in.your comm0nity? 

(a) Yes ( . ) ( b) · No ( ·) 

9 If yes, state the amount of loans to agribusiness and ·other 

·sectors of the economy. 

Year 
Arnt of loan to No of loan.s to Total avai- Total No 0 

agribu·siness (#) agribus~n~- lable loan loans grant 

1991 

1992 

1993 .. 

1994· 

1995 

f 
ed CODESRIA
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10 Which aspect~ of agribusiness do- you sponsor? What seourities · 

do yo0 require for e~ch? 

Aspect of ~gribusiness- sponsored Security/securities required 

a. Crop farming ( ) 

b. Tree Crop farming ( ) 

c. Live~tock farming ( ) 

d. Fish farming ( ) 

e. Agto-processing.(Semi-finished products) ( ) 

f. Agro-~anufacturing (finished produ~ts) ( ) 

g. 

h. 

l. • 

Tool making 
. . 

Agro-marketing· 

Irlput ,supply 

( ) 

( ) 

( ) 

Others--~-----~-~--~---------

11 Which of the iponsor~d projects ~ay more than other~? 

Please rrink according to th& order in 

1st 

2nd 

3"rd 

4th 

5th 

6th 

I • I wnicn they pay. 

12 What interest rate did you charge on loans in past years? 

13 

14 

( a) 19 9 1 ·- -% ( b ) 1 9 9 2 - -fo ( C ) 1 9 9 3 - - % ( d ) 1 9 9 4 - ·-% 
(e) 1995 --% 

Have you .exp~rienced loan defaults? (a). Yes ( ) · (b) No ( ·) 
' measures What do you adopt to recover defaulted amounts? 

(9) Community sanction ( ) · (b).Peer group pr~ssure ( ) .· 

(c) From guarantors ( ) (d) Sale of pledged items{ ) · 

(e) Others--------------------------------------------------

_; 
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1~ Kindly supply ~he following l~an infoimation 

Year 
Type of agri- 'Amount Amount Amount Amount 
business pr6ject demanded granted defaulted written 
sponsored (#) (#)· (#) off (#) 

I 

I . ! ' 
I l I 

i 

I 

l l 
i 

J6 Which of these qualities do you prefer in on agribusiness 
operator to grant him loan?· 

-

a. ·o~erate a savings account ( ), opera~e a current account ( ) 

b~ Own his equipments ( )·, rent equipments ( ) 

Ca Own land ( ), rent !.and ( ). 

d. Under 30 years of age ( ·), between 31-60 years (· ), 

above 60 years ( ) 

e. Experienced agribusiness operator(·), b beginner of 

agribusiness ( ) 
\ 

f •. Has income from agribusiness and other sources ( ), has 

income solely from agribuiine~s~ 

17· Do you study projects before gr6nting loans? (a) Yes ( ) 

{b) No ( ) 

18 If yes, who does the stuJy? (a) Manager ( ) (b) Accountant ( ) 

(c) Credit officer ( ) 

(d) Others---------------~---.----------------------------
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19· D6 you take your customers and th~ir produce/prod~cts to 

Trade Fairs? (a). Yes ( ) (b) No ( ) .. ' 

20 By wha~ other means do you help your customers market their 

g9ods? 

21 

(a) 

. . .. --------------------------------------. --------------------

-------------- --- ---------------------.-----------------
What· problems do you encounter in your ~oan administration? 

illi~eracy amo~g borroweis .( ) ( b) Low loan demon ded ( ) 

(c) in~ufficient 16an funds ( ) (d) insufficieht staff ( )' 

·(e) No credit officer ( ) (f) inaccurate loan informatioh ( ) 

{~) Non-regular payment ( ) (f) loan defciult () 

(j) Others---------------------.---------------------'---·-------

22 
(a) 

(d) 

How do you assess the patronage to your bank? 

Very impressive ( ) (b) Impr~ssive ( ) (c) 

Not impressive ( ) 

Just imp;r:essive 

23 Have you· implemented any develop~ental projec~ iri youD community?. 

·(a) Yes ( ) (b) No . ( ) 

24 If yes, kindly 'specify ------------------------------=,.,,..---..e::."."---
. ' ' . . .· . . . . ·. ·. . . . ·'//<.·:;/~~~-(2~. 

. . I ,.·, \ 

------- -- ------ ------- -. -.. ------------- f~ - :l -- }'; 
\ ',:. \ .. / / 

\~~,,:·ff>' 
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